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Lesson 1
WHAT IS ECONOMICS?

1. Read and memorize the following words, word-
combinations and word-groups:

scarcity — HepocTaTHA KinbKicTb, 6pak yorocb

e.g. Every society is faced with identical problem, the
problem of scarcity,

to make choice — 3po6utu Bubip

e.g. Everyone goes through life having to make choices,

resources — pecypcu

to satisfy one's wants — 3agosonbHATH unicb noTpebu

e.g. Human wants are unlimited, but the resources necessary
to satisfy those wants are limited.

individual consumer — okpemuii cnoxusau

e.g. Microeconomics is the study of individual consumers
and the business firms.

to be faced with the problem — crukaruca 3 npo6nemoto

opportunity costs — moknusi Butpatu

e.g. Business is faced with the problem of choices and
opportunity costs.

private ownership — npusatHa BnacHicTb

profit — npubytok

e.g. Private ownership gives people the incentive to use
their property to produce things that will sell and earn them a
profit.

Il. Give English equivalents of the following:

NpUBaTHa BNIACHICTb 3pobuTtn Bnbip

npubyToK 334,0BONIbHATU YUiCb NOTPebU
MOXN1Bi BUTPATH pecypcu

HeA0CTaTHA KiNbKicTb BUTPAYaTH rpoLli

OKpemMuii cnoXusau CTUKaTUCA 3 Npobaemoto
BOCAITU METH BUpPO6AATU TOBapH

MIl. Fill in the blanks with appropriate words:

1. Everyone goes through life having to make ... . scarcity
2. The price paid for the use of land is called ... - wages



3. The price paid for the use of labor is called... . interest

4. Traditional economic ... are usually found in rent
the more remote areas of the world. choices
5. Payment for the use of someone else's money, systems
or capital, is called. . .. resources
6. ... exists because human wants are virtually

unlimited, whereas the necessaries to satisfy
those wants are limited.

7. The ... or factors of production as they are
called, are land, labor, capital and entrepre-
neurship.

IV. Read and translate the text:

Human wants are unlimited, but the resources necessary to
satisfy those wants are limited. Thus, every society is faced
with the identical problem, the problem of scarcity. Since
there is not enough of everything to go around, everyone —
individuals, business firms, and government — needs to make
choices from among the things they want. In the process they
will try to economize, to get the most from what they have.
With this in mind we can define economics as the social
science that describes and analyzes choices from among scarce
resources to satisfy its wants. The need to choose is imposed
on us by our income, wealth and ability to borrow.

The food you eat, the home you live in, the clothes you
wear, and the way you spend your leisure time are all affected,
in part, by economic forces. The study of economics will help
you to live a fuller life. Economic forces also affect decisions in
the world of business. The more you know about the subject,
the better carreer decisions you will be able to make.

The development of modern economics began in the 17th
century. Since that time economists have developed methods
for studying and explaining how individuals, business and
nations use their available economic resources. Large
corporations use economists to study the way they do business
and to suggest methods for making more efficient use of their
employees, equipment, factories, and other resources.

Economists have two ways of looking at economics and
the economy. One is macro approach, and the other is the
micro. Macroeconomics is the study of the economy as a
whole. Microeconomics is the study of individual consumers
and the business firm.

The resources that go into the creation of goods and services
are called the factors of production. The factors of production
include natural resources, human resources, capital and



entrepreneurship. Each factor of production has a place in
our economic system, and each has a particular function. Our
country is rich in natural resources. Economists also use the
term «land» when they speak of natural resources as a factor of
production.

The price paid for the use of land is called rent. Rent
becomes income to the owner of the land. Economists call the
physical and mental effort that people put into the creation of
goods and services labor or human resources.

The price paid for the use of labor is called wages. Wages
represent income to workers, who own their labor.

Capital is something created by people to produce other
goods and services. A factory, tools and machines are capital
resources. The term capital is often used by business people
to refer to money they can use to buy factories, machinery
and other similar productive resources.

Payment for the use of someone else's money, or capital is
called interest.

Closely associated with labor is the concept of entre-
preneurship, the managerial or organizational skills used by
most firms to produce goods and services. The reward to
entrepreneurs for the risks, innovative ideas and efforts that
they have put into the business are profits, whatever remains
after the owners of land, labor and capital have received their
payments.

In exercising the choices imposed upon individuals, business
firms and governments by their unlimited wants and limited
resources, every society must come to grips with the
fundamental economic questions:

— What goods and services are to be produced?

— How are they to be produced?

— Who will receive them?

The way in which a society goes about answering these
fundamental questions is known as its economic system.
Economic systems may be classified as traditional, command
or market systems. As the names suggest, resources are allocated
(distributed) in a traditional economy in accordance with
tradition and in a command economy by government planners.
Resources in a market economy are allocated in accordance
with the laws of supply and demand (pp.1-10).*

* B ypokax 1-17, nogaHo nocunaHHA Ha BuAaHHA: Applied Economics.
A Programm of Junior Achievements. — Colorado: Junior Achievement
Inc., 1990.



V. Answer the following questions:

1. Why must all societies deal with scarcity?

2. What is rent?

3. How can we define the term «economics»?

4. What is wages?

5. Why is the need to choose imposed on us?

6. What is interest?

7. What is microeconomics?

8. What is macroeconomics?

9. When did the development of modem economics begin?
10. What questions must every society provide answers to?
11. How do you understand the term «factors of production»?

VL. Define the terms:

economics capital

interest microeconomics
macroeconomics wages

profit labor and human resources

VII. Translate into English:

1. Ba)kaHHA fnOAUHKM 6e3merkHi, a KowTu, HeobXigHi ana
3pilicHeHHA uMx 6a)KaHb, HagTo obmexkeHi. 2. Mepep, KOXHUM
CycninbCTBOM NOCTae npobnema Hectatky. 3. EKOHOMIUYHi 4YMH-
HUKU BMNJIMBAIOTb Ha piWleHHA y cBiTi 6isHecy. 4. Pecypcu, He-
06xigHi ana yTBOpeHHA ToBapiB i mocayr, HasuBalOTb YUHHUKA-
MM BUPO6HMUTBA. 5. 3apobitTHa nnata — ue Ta BUHaropoaa,
AKYy OTpMMYIOTb PO6ITHMKM 3a cBolo npauto. 6. Kynyiouum ¢ab-
PUKK, MalMHK Ta iHWI 3acobu BUMPOOHMLTBA, AiNOBI NlOAM YacTo
BXMBAOTb TepMiH «Kanitan». 7. EKOHOMiKa — uUe HayKa, fKa
ONMUCYE Ta aHanisye BUGIP 3-NOMiIXK He[OCTaTHIX pecypciB, AKi
MaloTb 3aA0BOJIbHUTU NOTPebu HaceneHHsA, 8. KOMHMIA UYMHHUK
BUPOOHMLTBA MA€E Micue B HawWiii eKOHOMIYHIN cuUcTemi i KoXK-
HUii BUKOHYE BignoBigHy GyHKLil0.

VIIl. Read and dramatize the following dialogue:

P.: Hello, Bob!

B.: Oh, Peter, glad to see you. Haven't seen you for a long
time. What have you been busy with, and what are you
doing now?

P.: I'm a student of the Kyiv University. And what about you?

B.: You know, when | received my school leaving certificate,
| decided to work at a plant and get a speciality.

.: What speciality have you got?

: I'm a fitter now, | get good wages and | can support my

mother. And now that 1 have become a skilled worker
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| think already | can combine my job with studies by
taking correspondence courses or attending the evening
faculty of an institute.

P.: What institute do you want to enter?

S.: | have thought about the Cherkassy Engineering and
Technological institute, but | haven't yet decided. I'd
like to become an economist.

P.: Is it really interesting for you?

B.: Oh, yes, of course. | know that the studying of economics
will help us to understand the economic forces better and
enable us to five a fuller life.

P.: Do you know what is the basic economic problem?

B.: | think | do. The central problem of economics is to de-

termine the most efficient ways to allocate the factors of
scarcity created by society's unlimited wants and limited
resources.

P.: But in doing so, every society must provide answers to
the following three questions:

— What goods and services are to be produced and in
what qualities are they to be produced?

— How are those goods and services to be produced?

— Who will receive and consume (get to use) those
goods and services?

B.: You are right- The way in which a society goes about
answering these fundamental questions is known as its
economic system. I'd like to study the economic system
of our country.

P.: Now | understand you and | hope you will enter the
institute and become a very good economist.

B.: Well, I am a bit hungry, why don't we have a snack
together?

P.: Good idea. Let's go and have a snack in the cafe.

IX. Make up your own dialogue using the following
expressions and word-combinations;

a limit to the resources the problem of scarcity

to make choices to purchase goods and services
to pay opportunity costs economic forces

factors of production the basic economic problem

X. Inform the group about your activities and find out if
he or she does the same:

Model: | decide to become an economist. And what about
him? (too) He decides to become an economist
too.
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1. | pay for the use of land. And what about her? (regularly)
2. | negotiate a sate. And what about her? (too) 3. | want to
know more about the subject. And what about him? (too)
4. | need to make choices from among the things | want. And
what about her? (from time to time) 5. | expect you to use
your property to produce things that will sell and earn you a
profit. And what about him? (too)

XIl. Express doubt concerning the truth of the following
statements:

M o d e | : He understands your question.
I'm afraid he doesn't understand your question.

1. You know his decision. 2. Everyone goes through life
having to make choices. 3. Economic forces affect decisions in
the world of business. 4. Large corporations use economists
to study the way they do business and to suggest methods
for making more efficient use of their equipment, factories,
and other resources. 5. Each factor of production has a place
in our economic system. 6. The study of economics helped
me to understand the economic forces better.

Xll. Ask about the following as in the model:

Model: Ask your friend if he knows what is the basic
economic problem. Do you know what is the ba-
sic economic problem?

1. Ask your friend if John knows the answers to the
fundamental economic questions. 2. Ask your friend if rent
becomes income to the owner of the land. 3. Ask your friend
if he wants to study economics. 4. Ask your friend if economic
forces affect decisions in the world of business. 5. Ask your
friend if the resources go into the creation of goods and
services.

XIll. Translate into English;

1. MpuBaTHa BAACHICTb AA€E NOAAM CTUMY/J BUKOPUCTOBYBATU
CBOIO BJ/IACHICTb ANA OTPUMaHHA NpuOYTKy. 2. EKOHOMiKa — wue
HayKa, AKa BMBYAE cneuudiKy PO3BUTKY EKOHOMIYHMX BigHOCUH
B OKpemux cdepax HapogHoro rocnogapcrsa. 3. BigHoweHHA
B/IACHOCTi Ha 3acobu BUPOGHMLTBA YTBOPIOIOTb OCHOBY EKOHO-
MiKu. 4. MeHi UiKaBO 3HATWU, YN BN/INBAKOTb €KOHOMIYHi YMHHUKMN
Ha pilWweHHA y cBiTi 6i3Hecy. 5. BMBYEHHA EKOHOMIKU [a€ MeHi
MOKAMBICTb Kpalle opieHTyBaTucA B 6i3Heci. 6. 3apobiTHa nna-
Ta — Le rpoLoBa BUHAropoAa 3a BUKOPUCTaHy Npauto.
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XIV. Communicative situations:

1. Assume that you have just received your first paycheck
of $135. Describe how the concepts of scarcity, opportunity
costs, and the need to make choices will affect the way in
which you spend your money.

2. If all people could have anything they wanted simply
by rubbing a magic lantern, there would be no need to
study economics. Explain this statement.

3. Suppose the United States Government decided to send
every man, woman and child living in Ukraine a package
containing 10,000 crisp new $10 bills. What effect would this
have on us all?

Lesson 2

THE AMERICAN ECONOMIC SYSTEM

I. Read and memorize following words, word-combinations
and word-groups:

apillar — onopa, cTosn

e.g. There are three «pillars» of economic system: private
property, the price system and competition.

to use one's assets — Bukopucrosysati (une-Hebyap) maitHo

e.g. According to the right to private property the owners
of natural resources and capital can use their assets as efficiently
as they can,

economic incentives — eKoHOMiYHi cTUMyAmn

e.g. Economic incentives influence our decisions about
what and where to buy,

to switch one's deposits from one bank to another —
nepeBoAUTU 4eN03UTU 3 0AHOro 6aHKy B iHWKI

to receive higher interest rates — ogepxysatu BuLLi BiacOTKM
3a BK1agom

e.g. Savers will switch their deposits from one bank to
another to receive higher interest rates,

profit motive — motus npnbyTky

e.g. The profit motive is the force that drives our economic
system.

entrepreneur — nignpmemenb

e.g. Profits drive entrepreneurs to risk capital, hire
employees and purchase the things they need to produce
goods and services.
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to set the price — scraHoBUTH LiHY

e.g. Monopolies can set the price at which their goods are
sold.

gross national product — sanoswit HauioHanbHUI NpoayKT

e,g. The total value of the goods and services produced
by the economy in a single year is called the gross national
product (GNP).

household — gomawne rocnogapcreo; cim's

e.g. We live in what economists like to call households.

Il. Give English equivalents of the following:

E€KOHOMIYHi cTUMynn npUAUMaTH pilleHHA
nianpuemeupb AOMALLHE rOCnoaapcTBo
KiHL,eBUA NPOAYKT cTabinbHi LiHK
obmerKyBaTH AiaNbHICTb HalimaTu Ha poboty
onopa BaJIOBUI1 HALiOHANbHUIE NPOAYKT
BUKOPUCTOBYBaTH (Uune-Hebyab)

MaiiHo

Mll. Fill in the blanks with appropriate words:

1. Property owners know they will money
make ... if they can produce goods and resources
services that buyers want, at they a profit
are willing to pay, the answers

2. Government in America functions at prices
three. ... consumers

3. In our economic lives we spend ... levels
to buy the things we want, a price

4. Price stability refers to time during
which ... remain constant,

5. As a national goal, economic efficiency
refers to the entire economy's ability to
get the most out of its limited ... .

6. ... are people who use goods and
services to satisfy their wants.

7. The price system provides ... to the
fundamental questions of what goods and
services will be produced, how they will
be produced, and who will receive them.

IV. Read and translate the text:

The «pillars» of economic system are private property, the
price system and competition.

14



The right to private property gives the owners of natural
resources and capital the incentive to use their assets as they
can. The price system provides the answers to the fundamental
questions of: «What goods and services will be produced?»;
«How they will be produced?» and «Who wilt receive them?».
Competition refers to the rivalry among buyers and among
sellers.

Economic incentives influence our decisions about what
and where to buy. The desire to achieve the greatest profit
for our efforts is the principal economic incentive in the American
and other market economies. Economists refer to this as
economic self-interest.

Profits are what remains after the costs of production have
been deducted from sales. The quest for profits, or the profit
motive, as it is often called, is the force that drives our economic
system.

People in business buy or sell land or other natural resources
if they think they can profit from the transaction. They also put
those resources to use in such a way as to make the greatest
profit. Profits affect the allocation of labor, influence the
allocation of capital resources- Profits drive entrepreneurs to
risk capital, hire employees and purchase the things they need
to produce goods and services. Profits also provide the incentive
to improve products, reduce costs and outsell the competition.

Government in America functions at three levels:

federal, state and local-

Governments

— compel people to sell their property for public use
through the power of eminent domain;

— decide who may sell electric power in a geographic
region;

— control which medicines may be sold commercially;

— licence certain businesses (such as banks, barber shops,
taxi cabs and restaurants);

— pay dairy farmers for not producing as much milk as
they can;

— forbid export of certain machinery to specific foreign
countries;

— establish the minimum wages employers must pay;

— issue permits for and inspect construction of homes and
buildings.

The following economic responsibilities are best fulfilled by
government:

— safeguarding the market system;

— providing public goods and services;



— dealing with externalities;

— assisting those in need;

— helping specific groups;

— stabilizing the economy.

The gross national product, or GNP, is the total value of all
the goods and services produced by the American economy
in a single year. Government transfer payments, payments like
Social Security benefits, pensions, welfare, and interest on
government debt represent a significant percentage of GNP.

In order to calculate the GNP, government economists add
the amounts that were spent by the three elements of the
economy (households, business and government) to purchase
the finished products. We can express this mathematically as
C+ 1+ G=GNP, where:

C — consumer household spending;

| — investment, or business;

G — government purchases of goods and services (pp.11 —
22)*.

V. Answer the following questions:

1. What are the «pillars» of economic system?

2. What does the right to private property give the owners
of natural resources and capital?

3. How do prices influence American economic system? Give
your own examples.

4. What does competition refer to?

How do you understand the term «profits».

. What is the force that drives our economic system?

. What is the role of profits in the economic system?

. What economic responsibilities are best fulfilled by go-

vernment?

What is «the gross national product»?

©o NV

©

VI. Define the terms:

competition GNP
economic self-interest consumers
profit motive profit
private property price system

VIl.Translate into English:

1. NpuBaTtHa BnacHicTb, LiHOBAa cUcCTeMa, KOHKypeHuia —
roNIOBHi «OMOPU» EKOHOMiYHOi cuctemu. 2. LiHoBa cuctema
BignosiAae Ha TaKi NUTAHHA: a) AKi TOBapyu Ta nocayru Bupobns-
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TMMYTbCA? 6) AK iX BUpobAAaTMMYTL? B) XTO iX oTpumysBaTUme?
3. EKOHOMIiYHIi CTUMYAM BN/AMBAIOTb HA Halle pilleHHA, Wo i ae
Kynutu. 4. bisHecmeHM KynyloTb abo npoaaldTb 3eMIl0 uu
iHWi NpUpoAHi pecypcu, AKWO CNOAiBalOTbLCA Ha NpUBYTOK Big
uiei yrogu. 5. BanoBuii HaUiOHaNbHUIA NMPOAYKT — L 3arajbHa
BapTiCTb YyciX ToBapiB i nocnyr, BUPOGNEHUX 33 OAWUH PpiK.
6. Ona Toro wo6 Kynutn wocb, Tpeba matm rpowi, 7. Cno-
}uBaui — Ue Noan, AKI KOPUCTYIOTbCA TOBapamu Ta mocayramu
BNA 3aA40BOJIEHHA CBOIX NoTpeb.

VIIl. Read and dramatize the following dialogue:

Mary (a student): Would it be troubling you too much,
Mr.Brown, if | ask you some questions about eco-

nomics?

Mr. Brown (an American teacher of economics): Not at all,
dear. I'll answer all your questions with great pleasure,
but what particulars are you interested in?

M.: I'm mostly interested in everything concerning the

American economic system.

Mr. B.: Well, ask your questions and ll1 do my best to satisfy
you.

M.: Thank you. First of all |1 should like to know what is
Adam Smith and why is he considered «the father of
modern economics»?

Mr. B.: Well, you see, 1776' the year that we associate with
the signing of the Declaration of Independence, also
marked the publication in England of one of the most
influential books of our time «The Wealth of Nations»
written by Adam Smith, It earned the author the title
«The father of economics».

M.: Did he describe the principal elements of the economic
system in this book?

Mr. B.: Yes, he did. He differed with the physiocrats who
argued that land was the only source of wealth. He
also disagreed with the mercantilists who measured
the wealth of a nation by its money supply, and who
called for government regulation of the economy in
order to promote a «favorable balance of trade»,

M.: In Smith's view a nation's wealth was dependent upon
production, not agriculture alone, wasn't it?

Mr. B.: Yes, it was. How much it produced, he believed,
depended upon how well it combined labor and the
other factors of production. The more efficient the
combination, the greater the output, and the greater
the nation's wealth.
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The heart of Smith's economic philosophy was his
belief that the economy would work best if left to
function on its own without government regulation.
In those circumstances, self-interest would lead business
firms to produce only those products that consumers
wanted and to produce them at the lowest possible
cost. They would do this, not as a means of benefiting
society, but in an effort to outperform their competitors
and gain the greatest profit. But all this self-interest
would benefit society as a whole by providing it with
more and better goods and services, at the lowest
prices.

M.: Now, | know why Adam Smith is considered «the
father of economics», | think that the other sections
dealing with the factors of production, money and
international trade are as meaningful today as when
they were first written.

Mr. B.: Yes, of course. Adam Smith gave the best description
of the principles upon which our economic systems
are based.

IX. Make your own dialogue using the following words,
expressions and word-combinations:

the role of government free enterprice
price system the American economic system
private property competition

gross national product

X. Open the brackets using the Present Indefinite Tense in
the Passive Voice:

Mo d el : Every society (to face) with the identical problem

of scarcity.
Every society is faced with the identical problem
of scarcity.

1. Human wants (to unlimit), but the resources necessary

to satisfy those wants (to limit). 2. The total value of the
goods and services produced by the economy in a single
year (to call) the gross national product (GNP). 3. Mr. Redd
(to offer) an excellent price for selling his land. 4. The term
capital (to use) often by business people. 5. Monopolies can
set the price at which their goods (to sell).
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XI. Read and change the sentences according to the model:

Model: Adam Smith describes the principal elements of
the economic system in his book «The Wealth of
Nations».

The principal elements of the economic system
are described by Adam Smith in his book «The
Wealth of Nations».

1. Everything concerning the American economic system
Interests me. 2. They consider Adam Smith «the father of
modern economics». 3. Economic incentives influence our
decisions about what and where to buy. 4. Economic forces
affect decisions in the world of business. 5. Prices direct market
economies.

Xll. Translate into English:

1. PeHTOl0 Ha3MBalOTb LUiHY 33 KOPUCTYBAHHA 3emnelo.
2. TepmiH «KanitTan» 4acrto BXKMUBaETbcA 6isHecmeHamu- 3. EKo-
HOMIYHI cUCTEMU MOKYTb OyTM KnacudikoBaHi AK TpaAwuiitHi,
3aranbHi Ta puHKoBi. 4. Jllogei, AKI KOPUCTYIOTbCA TOoBapamm
Ta nocnyramuM AnA 3aA0BOJMIEHHA CBOiIX NOTpeb, HasuBaloTb cno-
*KuBayamu. 5. 3aranbHa BapTicTb ycix ToBapiB i mocnayr 3a ogMH
pik Ha3UBAETbCA BaJIOBMM HALiOHA/IbHUM NPOAYKTOM.

Xlll. Communicative situations:

Marta Redd owns a 10-acre plot of ground at the eastern
edge of town. It is next to an area that is «going commercial».
Last month Ms, Redd was offered an excellent price for selling
her land to the Blue Manufacturing Company. Blue wanted to
erect a new plant on the land. Ms. Redd knew that if she sold
her acreage to the firm she would receive more than if she
continued to lease it to Frank White, a farmer who is presently
growing vegetables on the land.

a) Why did Blue Manufacturing want to buy Ms. Redd's
land?

b) Why is Redd likely to accept Blue's offer?

c) How will these events affect White?

d) Explain how the story illustrates the ways that the
opportunity cost of land, profits, and the profit motive affect
the use of land.

e) Describe a situation in which the profit motive would
affect the use of another productive resource (labor, capital,
or entrepreneurship).

19



Lesson 3

SUPPLY, DEMAND AND MARKET PRICES

. Read and memorize the following words, word-
combinations and word-groups:

market economy — puHKoBa eKkoHOMiKa

price — ujiHa
e.g. Market economies are directed by prices.
to ration — posnoainaTM, HopmyBaTW, BUAABATM

e.g. Prices ration scarce resources, and they motivate
production,

to attend an auction — sigsiaysatn aykujioH

e.g. Did you ever attend an auction?

rationing effect — pauioHanbHuii Bnaue

e.g. What you saw at the auction was the rationing effect
of prices.

items for sale — Tosapu gna npogaxy

bidder — nokyneupb Ha aykuioHi

e.g. The person leading the safe (the «auctioneer») offered
individual items for sale to the highest bidder,

to drive out of the market — sutichutn 3 punky

e.g. Price decreases drive producers out of the market,

the level of output — piseHb BMpoO6HMLTBA

e.g. Prices encourage producers to increase or decrease
their level of output,

the law of demand — sakon nonuty

quantity of goods and services — kinbkictb ToBapis | no-
cnyr

e.g. The law of demand describes the relationship between
prices and the quantity of goods and services that would be
purchased at each price,

elasticity — enactnuHictb; rHyukictb

e.g. Elasticity describes how much a change in price affects
the quantity demanded.

supply — nocrauaHHs; nponosuuis

e.g. Supply refers to the number of items that sellers will
offer for sale at different prices at a particular time and place.

Il. Give English equivalents of the following:

NOKyneLb Ha ayKLioHi €eN1aCTUYHICTb
BapTiCTb NPOAYKLii B3aEmogp,if
3aKOH npono3uuii 3aKOH nonuTty
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KiNbKicTb TOBapiB i nocayr PUHKOBA LiiHA
3MiHM B NOCTAYaHHi TOBapM ANA NPOAAXKY
BiABiAyBaTM ayKLiOH piBeHb BUPO6GHULTBA

Il Fillin the blanks with appropriate words:

1. Economists often use ... to illustrate prices
and explain their work. sellers
2. Market economics are directed by ... . demand
3. ... is a consumer's willingness and tables and graphs
ability to buy a product or service at consumers
a particular time and place. market
4. More people can afford to buy ... at a auction
lower price than at a higher price. an item

5. Buyers and sellers have full knowledge
of the prices price quoted in the. . . .

6. In some countries prices are set by
the....

7. Many ... who are concerned about the
environment are refusing to buy soft
drinks in plastics.

8. ... will offer more of a product at a
higher price and less at a lower price.

IV. Read and translate the text:

Market economies are directed by prices. Prices ration scarce
recources, and they motivate production. As a general rule,
the more scarce something is, the higher its price will be, and
the fewer people will want to buy it. Economists describe this
as the rationing effect of prices.

Prices encourage producers to increase or decrease their
level of output. Economists refer to this as the production-
motivating function of prices. Prices send out «signals» to
buyers and sellers, keeping the economy responsive to the
forces of supply and demand.

In a free market economy, prices are determined by the
interaction of the forces of supply and demand. Perfectly
competitive markets are those in which many buyers and sellers,
with full knowledge of market conditions, buy and sell products
that are identical to one another.

Demand is a consumer's willingness and ability to buy a
product or service at a particular time and place. If you would
love to own a new pair of athletic shoes but can't afford
them, economists would describe that your feeling are desire,
not demand. If, however, you had the money and were
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ready to spend it on shoes, you would be included in their
demand calculations.

The law of demand describes the relationship between
prices and the quantity of goods and services that would be
purchased at each price. It says that all else being equal, more
items will be sold at a lower price than at a higher price.

The degree to which price changes affect demand will
depend upon the elasticity of demand for a particular item.

If total revenue increased following a price decrease, demand
would be elastic. If the price decrease led to a decrease in
total revenue, the demand for the item would be described as
inelastic.

The demand for some goods and services will be inelastic
for one or more of the following reasons:

— They are necessities.

— ltis difficult to find substitutes.

— They are relatively inexpensive.

— Itis difficult to delay a purchase.

Sometimes things happen that change the demand for an
item at each and every price. When this occurs, we have an
increase or a decrease in demand.

Supply, which is the quantity of goods or services that
sellers offer for sate at all possible prices at a particular time
and place, varies directly with price. In other words, at a
higher price, more goods and services will be offered for sale
than at a lower one, and vice versa.

The price at which goods and services actually change
hands is known as the equilibrium, or market price. It is the
point at which the quantity demanded exactly equals the
quantity supplied. Market price can be represented graphi-
cally as the point of intersection of the supply and demand
curves.

Shifts in demand or supply will affect market price. When
everything else is held constant, an increase in demand will
result in an increase in market price, and vice versa. Similarly,
an increase in supply will result in a decrease in price, and
vice versa.

The market price is the only price that can exist for any
length of time under perfect competition conditions, Perfect
competition exists when the following conditions prevail:

— Buyers and sellers have full knowledge of the prices
quoted in the market,

— There are many buyers and sellers so that no individual
or group can control prices.
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— The products are identical with one another. Therefore,
it would not make sense for buyers to pay more than the
market price, nor for sellers to accept less.

— Buyers and sellers are free to enter or leave the market
at will (pp.23—34).

V. Answer the following questions:

. What is the rationing effect of prices?

. What are the functions of prices?

. How are prices determined in a free market economy?
What causes prices to rise and fall in a market economy?
What is demand?

. What does the low of demand describe?

. When is demand described as elastic?

. Why is the demand for some goods and services inelastic?
. What does supply refer to?

10. What is equilibrium or market price?

tDOO\lann:thH

VI. Define the terms:
market price
rationing effect of prices demand
perfectly competitive markets buyers
production-motivating function of prices sellers

VII. Translate into English:

1. LUiHM ynpaBnsioTb PUHKOBOK €eKOHOMiKow. 2. LUiHu cno-
HYKaloTb BUPOBHUKIB A0 36inblieHHss abo 3HMKEHHA piBHA BU-
nycky ToBapiB. 3. Y BiNbHIA PUHKOBI/A €KOHOMILi UiHM BU3Haua-
I0TbCA B3AEMOZIEI0 UMHHMKIB npono3uuiid i noauty. 4. LiHa, 3a
KO aKTMYHO NPOAAITb TOBApU Ta MNOCAYrM, HA3MBAETbCA
PVUHKOBOK UiHOW. 5. 3miHM B nmonuTi Ta nponosuuii BNAUBATU-
MYTb Ha PUHKOBI UiHW. 6. PMHKOBa LiiHA — €AWHA, fiKAa MOXe
iCHyBaTM NpPOTArOM NEBHOr0O Yacy B YMOBAX Li/IKOBUTOI KOH-
KypeHuii. 7. Monut — ue 6GaXkaHHA Ta CNPOMOMKHICTb CMOMKU-
Baya KynuTM TOBap 4YM NOCAYry B NEBHUM 4Yac i B NeBHOmMY
micui.

VIIl. Read and dramatize the following dialogue:

Maurice: Haven't seen you for a long time. What have you
been busy with?

Lusy: I've been pretty busy. Do you know my friend
Susan?
M.: Yes, | do.
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L.: 1 went into business with her.

M.: Really? How is it going on?

L.: Fine, thank you.

M. : What kind of business is it?

L.: We developed our own special recipe for homemade
ice-cream, and we decided to sell ice-cream cones to
students every day after school.

M.: How much does your ice-cream cost?

L.: It costs $1.60 per cone.

M. : How did you define the cost of your product?

L.: Oh, it was not very difficult. First of all we decided to
learn the demand of our consumers. For this purpose we
conducted a survey to see if students were interested in
the idea. Each student was asked the following question:
«Would you spend $.50 to have an ice-cream cone for
and after school snack?» This question was repeated using
higher and higher prices up to $25 per cone. The results
of the survey were assembled in a demand schedule, a
table showing the quantities of a product that would be
purchased at various prices at a given time.

M.: Oh, it is very interesting. I'd like to see this demand
schedule for ice-cream cones.

L.: If you wonder | can show it to you. I've got it with me.
Look here!

Demand schedule for ice-cream cones

Price Per Cone Quantity Demanded

$.50 190

.75 175
1.00 125
1.25 85
1.50 65
1.75 50
2.00 40

M.: The survey results illustrated the law of demand in action,
didn't they?

L.: You are right. We also made the demand curve, which
illustrated the demand for ice-cream cones. It also enabled
us to estimate what the demand would be for those
prices falling in between the prices we surveyed. Although
the students were not questioned about how many cones
they would buy if the selling price were $1.60, the curve
lets us estimate the number would be about 55.
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M.: Nice for you. Now you seem to know a lot about business.
L.: Not everything yet- The subject becomes quite technical.
M.: I'm glad to hear it. It's time to go now. See you later.

Bye!

IX. Make up your own dialogue using the following words,
expressions and words-combinations:

quantity of goods and services market economy
rationing effect of price auctioneer

to offer items for sale elasticity

to attend an auction bidder

X. Refer the following statements to the past;

Mo d el : Economicincentives influence our decision about
what and where to buy.
Economic incentives influenced our decision about
what and where to buy.

1. What you see at the auction is the rationing effect
of prices. 2. Prices encourage producers to increase their
level of output. 3. The law of demand describes the relation-
ship between prices and the quantity of goods and services.
4. They sell these goods because they want to have a profit
from such transaction. 5. Adam Smith describes the principal
elements of the economic system in his book «The Wealth of
Nations».

Xl. Ask questions to which the following statements are
answers:

M o d e | : This work seemed easy. Did this work seem easy?

1. The development of modern economics began in the
17th century. 2. Large corporations used economists to study
the way to do business. 3. Peter received his first paycheck of
$135 yesterday. 4. | went into business last year. 5. First of all
we decided to learn the demand of our consumers.

XIl. Translate into English:

1. Momy 6yno Henerko posnoyat BAacHy cnpasy. 2. 3miHM
nonuTy Ta NPONO3ULii BNMHYAM HA PUHKOBI LiHW. 3. LiHM Bnamn-
HY/IM Ha 3MEHLUEHHA pPiBHA BUMYCKy ToBapis. 4. Ana Toro wob6
BUBYMTU MOMUT CMOXKMBAUYiB, MU NPOBENIM HU3KY CNOCTEPEIKEHb.
5. Mu nepernaHynm pesynbTaTu cnocTepexKeHb i 3pobunun ana
cebe neBHi BUCHOBKM.
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1.

Xlll. Communicative situations:

If you owned an ice-cream shop at a seaside resort and
additional ice-cream shops were opening in your area
because of increasing prices, how would you take advantage
of the use of substitute products to compete more effectively?

How would you make use of the concept of demand
elasticity in making decisions whether or not to raise your
prices for your specially items such as shakes, sundaes, and
banana splits?
When the forces of supply and demand are at work in a
market economy, the equilibrium price is the only one that
matters. All other prices are irrelevant (beside the point).

Explain this statement.
The law of demand works because consumers have the
ability to substitute. The law of supply works because
producers have the ability to substitute.

Explain these statements.

Lesson 4

THE CONSUMER IN OUR ECONOMY

l. Read and memorize the following words, word-

combinations and word-groups:

to meet one's needs — 3aa0801bHATU NOTPE6YU
e.g. Many businesses work very hard to meet your needs

and wants.

wage(s) (syn. salary) — 3apo6itHa nnata
e.g. In return for working, you will receive a wage or

salary.

wealth — 6ararcteo
e.g, Wealth is the value of the things you own,
to deposit money in a savings account — knactu rpowi Ha

OLAZHUIT PaXyHOK

e.g. We decided to deposit money in a savings account,
to earn interest — oaepxysaTth BigCOTKU

to loan — nosuuatu, aasat No3mnKy

e.g. Wealth, in the form of money that is loaned to others

or deposited in a savings account, will earn interest,
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e.g. The Greens plan their expenditures and savings very
carefully.

to make one's decision — npuiimatn pilieHHA

e.g. When the time comes to make a major purchase, we
compare products and prices before making our decision,

to keep track — porpumyBatucAa Kypcy

e.g. Most of the time, we are able to keep track of our
expenditures (the money spent), so that we are able to meet
our immediate needs.

to exceed — nepesuulyBaTH

surplus — nuwok

e.g. Budgets in which income exceeds expenditures will
have a surplus.

rate of return — Hopma npubyTKy

e.g. The rate of return is expressed as a percentage of the
amount on deposit for a period of a year,

compound interest — cknagHi BiacoTKM

e.g. Most accounts offer compound interest,

yield — npubytok

e.g. It is important to distinguish between rate of return
and yield, the actual amount of interest earned.

to share risk — posnoginatu crpaxosy cymy

e.g. Insurance enables people to share risk,

endowment insurance —  CTpaxyBaHHA-BKNAA

e.g. Endowment insurance protects the insured for a specific
number of years.

consumer credit — cnoXuBYMA KpepuT

e.g. Consumer credit provides cash, goods, or services
now, while spreading repayment into the future,

finance charge — ¢iHaHcOBi BUTpaTH

e.g. Finance charge is the total amount you pay to use
credit.

passbook loan — KHUKKa 3aimy

e.g. If you have a savings account, you may to apply for a
passbook loan against your balance in that account.

Il. Give English equivalents of the following:

KNAcTyH rpoLi Ha 6aHKIBCbKUIA paxyHOK AOTPUMYBATUCA KypCy
oAepKyBaTH BiflCOTKM ¢iHaHCcOBi BUTpaTH
3aXUCT iHTepeciB cnoXKuBava BUTPAYaTH rpowi
HOpPMa NPUBYTKY CKNagHi BifCOTKM
AXepeno npubyTky CTpaxyBaHHA-BKNAA,
CNOXXWUBYUIA Kpeaut NPUAMaATH PilLeHHA

3aA40BOJ/IbHATU n0'rpe6M
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lll. Fill in the blanks with appropriate words:

1. ... refers to earning paid on a weekly or credit
monthly basis. yield

2. Interest and rent are two forms of... that income
can be earned by wealth. insurance

3. ... is a financial plan that summarizes income salary
and expenditures over a period of time. a budget

A. Banks and savings institutions protect your money
against fire, theft and other disasters.

5. ... depends on the rate of return and the

frequency of compounding.

6. Property ... protects policyholders against
the loss or damage of their property.

7. Change accounts, credit cards, installment
plans, car loans and household mortgages
are some of the best known forms of... .

IV. Read and translate the text:

Most of the income you are likely to earn will come from
work. In return for working, you wilt receive a wage or salary.
(The term «wage» typically refers to the earning of workers
paid by the hour or unit of production. «Salary» refers to
earning paid on a weekly or monthly basis.) How much you
earn will depend on your job, your abilities, your performance,
and a number of other factors.

Wealth can be expressed as the value of the things you
own. Adding the value of all your possesions by banks
accounts, savings, and the like will give you the total amount
of your wealth.

Used in certain ways, wealth can earn income. If you owned
a motorcycle, you might be able to let others use it for a fee.
In that instance economists would say that you used your
wealth to earn «rent». Wealth in the form of money that is
loaned to others or deposited in a savings account will earn
interest. Interest and rent are the two forms of income that can
be earned by wealth.

The number and value of things we are able to buy depends
upon the size of our income and how wisely we spend it.

To help keep track of income and expenditures, many
people use personal budgets. A budget is a financial plan that
summarizes income and expenditures over a period of time.
When a budget has expenses that exactly equal income, it is
said to be balanced. When proposed expenses are greater
than expected income, the budget is said to have a deficit
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Budgets in which income exceeds expenditures will have a
surplus.

Although there are as many ways to prepare a budget as
there are people who use them, the process usually involves
three steps: setting financial goals, estimating income, and
planning expenditures.

Bank and savings institutions protect your money against
fire, theft and other disasters.

One of the main reasons people save their money is to
earn interest, the income from allowing someone else to use
one's capital, The amount that they earn is known as the rate
of return which is expressed as a percentage of the amount
on deposit for a period of a year. A deposit of $100 in an
account paying 5 percent, for example, would earn a total of
$5 in interest over a year. The $5 is the return; the rate of
return is 5 percept (S5 divided by $100).

Most accounts offer compound interest- This is interest
computed on the principal and on the interest that was
previously paid.

The rate of return offered by banks and savings institutions
will vary with economic conditions and the length of time
they hold your money. It is also important to distinguish
between rate of return and vyield, the actual amount of interest
earned. Yield depends on the rate of return and the frequency
of compounding.

Liquidity is a measure of the ease with which you can
convert your savings to cash. The easier it is to withdraw your
funds, the greater is the liquidity.

Theft, accident, sickness, and natural disasters are daily
risks of life. Just as we do our best to avoid the physical
consequences of these perils, we can also protect ourselves
from their financial cost. We do this by sharing the risk of that
loss with others through insurance. You can purchase insurance
on your life and to pay your medical bills. You can purchase
property insurance to protect your car, home, and other major
possessions from damage or theft. Liability insurance protects
you if you should injure others or damage their property.

One of the principal services offered by savings institutions
and banks is the checking account. Some of the things that
consumers need to know in using and maintaining a checking
account are reviewed in the Study Guide.

Credit allows you to purchase the things you want now
and pay for them over a special period of time. Credit can be
useful but it does require good character, capital, and capacity
to repay the loan. Credit can be expensive. Two of the most
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important things to look for when shopping for a loan are the
finance charge and the APR.

The purpose of advertising is to sell goods and services.
While certain advertising techniques benefit consumers, others
do not. Consequently, consumers ought to be familiar with
the kinds of strategies that advertisers use to self their products.

The principal responsibility for consumer protection lies
with government agencies at the federal state and local levels.
There are, however, a number of organizations, sponsored
by the private sector, whose purpose is to protect consumers.
These include such well-known institutions as the Better Business
Bureau and local Chambers of Commerce.

Because consumers make up the largest economic sector
(business and government are the other two), the level of
consumer spending has a direct impact on the economy as a
whole (pp. 35—48).

V. Answer the following questions:

1. What is the difference between «wage» and «salary»?
2. How can «wealth» be expressed?

3. How can you use your wealth to get income? Give your
examples.

What is a budget?

When is a budget said to have a deficit and when a sur-
plus?

6. What three steps are involved to prepare a budget?

7. What makes up your personal budget?

8. What is the rate of return?

9. What is liquidity?

10. What does credit allow you?

11. What is the purpose of advertising?

vie

VI Define the terms:

wage budget

liquidity the rate of return
salary wealth

surplus compound interest

VII. Translate into English:

1. BenunKa KinbKicTb NiANPUEMCTB CTapaHHO NpauoOTb, WO6
33aA0BONbHUTU Balwi noTpebu. 2. Mu BUPIWIMAM NOKNACTU rpoLui
Ha paxyHOK y 6aHKy. 3. ®iHaHCOBi BUTpaTM — Ue 3arasbHa
cyma, AIKy BU cnyavyere, Wob ckopucratuca kpegutom. 4. Ctpa-
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XYBaHHA-BKNAA, 3aXMLWAE CTPaxyBa/ibHUKA KiNbKa pokiB. 5. 3a
cBOIO poboTy BM OTpUmyeTe 3apobiTHy naaty. 6. MNigcymy-
BaBLUM BapTICTb BaWOi BAACHOCTI, GAHKIBCbKUX paXyHKiB, 3a0-
WajKeHb, BM OTPUMMYETe 3araZibHy Cymy Baworo 6ararcrsa.
7. KinbKictb i BapTicTb peueil, AKi BM CNPOMOXKHI Kynuth, 3a-
NeXuTb Big po3mipy Baworo npubyTKy Ta Big TOro, AK po-
3yMHO BM BuTpaTuTe ioro. 8. BbaHKM Ta owapHi yctaHOBM pAo-
MOMOXYTb 3aXMCTUTM Balli FpowWi Big MNOXeXi, KpagiKkm Ta
iHLWKMX HeLWwacHUX BUNaAKiB.

VIIl. Read and dramatize the following dialogue:

A.: Sorry, | will be very obliged to you if you will answer
some of my questions.

B.: O.K.I'm at your disposal.

A.: | know that most of the nation's personal savings are held
by the commercial banks, different types of savings in-
stitutions, and credit unions. The deposits held by these
institutions are insured by agencies of the federal govern-
ment. But | wonder what kinds of accounts can be offered
by savings institutions?

B.: Well, savings institutions offer the following kinds of
accounts: passbook and statement saving accounts, NOW
(Negotiable Order of Withdrawal) accounts, money-market
accounts, certificates of deposit, credit-union accounts.
U.S. savings bonds and money-market bonds.

A.: O.K. It's very interesting. Can you tell me some more
about passbook and statement accounts?

B.: Oh, yes, of course. | can. The safety of your money and
high liquidity are the most important advantages of these
accounts. Minimum balance requirements are usually quite
low, and your savings can be withdrawn at any time.

.: Is there any disadvantage to this kind of account?

.: The disadvantage of them is that they pay relatively low
interest rates,

A.: | see. And what about NOW and money-market accounts?

Please, some words about them.

B.: Well, NOW accounts pay interest and allow the depositor
to write checks. NOW accounts generally offer a slighty
lower rate of return than savings accounts. Money-market
accounts allow you to write a limited number of checks
while participating in the «money-market» where banks
and other businesses buy and sell short-term credit
instruments and notes that come due in a year or less. The
rate of return for money market accounts is usually higher

o >
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than for passbook savings accounts. Would you like me
to tell you about certificates of deposit and credit-union
accounts?

Oh, no, thank you very much- But it seems to me | know
everything about them. Certificates of deposit, or CD's,
pay the highest rates of interest offered by banks and
savings institutions. They require the money to be left on
deposit for a specified period of time that can run from a
few weeks to five of more years. The money can be
withdrawn early, if necessary, but not without a penalty.

Credit unions often serve people who have the same
employer, work in the same industry, or belong to a
particular church, labor union, or club. The rate of return
offered by credit unions is higher than that of the other
institutions. But what do you know about U.S. savings
bonds and money-market funds?

U.S. savings bonds can be purchased at most savings
institutions. Guaranteed by the United States government,
they are one of the safest investments one can make. After
five years bonds earn a variable rate adjusted every six
months. And money-market funds use the resources of
their investors to buy money-market certificates. Money-
market funds generally pay a higher rate of return than
savings and NOW accounts. Unlike other accounts at savings
institutions, money-market fund accounts are not insured
nor do they provide check-writing privileges.

: I'm more than grateful to you for such important information.

Thank you ever so much.

: Don't mention it.

IX. Make up your own dialogue using the following words,

expressions and word-combinations:

to deposit money in a savings account wage

to make one's decision wealth

to earn interest to loan
finance charge rate of return

X. Express the following In the Passive Voice:

Model: The health maintenance organization or HMO
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1. Partners brought additional funds to a proprietorship.
2. You received a wage in return for working. 3. The Greens
planned their expenditure and savings very carefully. 4. We
compared products and prices before making a decision.
5. Consumer credit provided cash, goods and services. 6. In
1990, consumers purchased over 60 percent of the GNP —
more than $3 trillion in goods and services.

XI. Ask questions to the following sentences:

Mo de!: Almost everyone was covered by some form of
insurance.
Who was covered by some form of insurance?

1. A direct relationship between the kinds of goods and
services bought and the income of the purchaser was shown
by a Prussian statistician by the name of Ernst Engel, back in
the 19th century. 2. As consumers, all of us were limited by
what we can spend. 3. Most of the nations' personal sa-
vings were held by the commercial banks, different types of
savings institutions, and credit unions. 4. Consumers were
tempted to spend money for products they did not really
need. 5. Group policies were offered by employers, pro-
fessional associations, unions, and other organizations to
their employees or members. 6. At the end of the spe-
cific number of years the full amount was paid to the poli-
cyholders.

XIl. Translate into English:

1. Fpowi 6ynn noknageHi Ha 6aHKiBCbKMiI1 paxyHOK. 2. Kinb-
KicTb pedyeid, AKi MM CNpPOMOXHI 6ynM KynuTh, 3anexkana
BiA po3mipy Haworo npubytky. 3. Bawi rpowi 6ynu 3axu-
WeHi Bif, NOXeXi, KpagiKkn Ta [HWKUX HewWwacHUX BUNAJKIB
6aHKamu Ta owagHMMuM yctaHoBamu. 4. 3emna Ta iHWi npu-
poaHi pecypcu 6ynu 3akynneHi 6isHecmeHamu B Hagii Ha npwu-
6yToK. 5. Maitxke Bci uneHu Hawoi poauHu 6ynu 3actpaxo-
BaHi.

Xlll. Communicative situations:

1. As total consumption in the United States has gone up, the
percent spent on different types of goods has changed.
Spending for some goods has increased while that for others

33



has decreased. Explain the trends for each of the following
goods:
a) Spending as a percent of total consumption has decreased
for good, clothing, household operation.
b) Spending as a percent of total consumption has increased
for housing, medical care, transportation and travel.

2. Two hundred families live in the village of Middleville.
Every year, for as long as anyone can remember, there has
been one burglary- The average loss from the thefts has
been $5,000.

a) How could the people of Middleville insure themselves
against the financial costs of a burglary?

b) Why is insurance often described as a «method of sharing
risk»?

3. Most states require drivers to have liability insurance. Why?
You can choose whether you want collision insurance for a
car. Why would someone choose not to buy collision
insurance? Under what circumstances might you want to
buy collision insurance?

Lesson 5

LAUNCHING A BUSINESS

. Read and memorize the following words, word-
combinations and word-groups:

to start a business (syn. to launch a business) — posnouatu
cnpasy (6i3Hec)

e.g. Those thinking of starting a business should keep
informed about the kinds of opportunities that exist, the persona)
qualities needed for success and the kinds of training available
to prepare for the world of business.

to operate a business — kepysatu cnpasoio (6isHecom)

e.g. Many colleges now offer programs that teach students
how to start and operate a business,

to face a problem — crukatucsa 3 npo6nemoro

e.g. Small businesses face many problems,

to risk (syn. to run the risk) — pusukysatu

e.g. Corporate leaders may risk their own jobs when they
make major decisions that affect the future of corporation
negatively.

sole proprietorship — oaHooci6He BonoaiHHA

e.g. A sole proprietorship is a business owned by one person.
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NpUAMaTH pilleHHA

to pay taxes — cnnauysatu nogatku

e.g. Sole proprietors have minimal legal restrictions and
do not have to pay the special taxes placed on corporations.
to assume the debts — 6patu Ha cebe cnnaty 6opris
e.g. If a business fails, the owner must personally assume
the debts.

stockholder — akuionep, BnacHuk akuiii

e.g. Ownership of a corporation is represented by shares
of stock, and for that reason corporate owners are known as
stockholders.

partnership — rosapucreo, KomnaHis

e.g. A partnership is a business organization that is owned
by two or more persons.

Il. Give English equivalents of the following:

TOBapUCTBO
cTUKaTUcA 3 npobnemoto aKuioHep
HecTaua 4yorocb

MaTu ycnix [OCAITU ycnixy
0AHOOCI6He BONOAIHHA pU3MKyBaTH

cnnayyBaTv NOAATKM
KepyBatn 6isHecom

6paTtu Ha cebe cnaaty 6opris

lll. Fillin the blanks with appropriate words:

1. About 50 percent of entrepreneurs

2.

start their ... in industries in which

they have some ... .

People who come from families whose
members were in business themselves
are more likely to start their own ... .

In a large business the tasks of orga-
nizing and operating are done by

many hired ... .

... is a business owned by one

person.

All debts and all problems associated
with the business belong to the .

... is a business organization that is

owned by two or more persons.

If the business were to fail, its ...

would have the right to recover their
money from any, or all, of the partners.
Ownership of a corporation is represen-
ted by shares of stock, and for that
reason corporate owners are known
as....

experience

creditors

stockholders

managers

business

companies

a sole proprietor-
ship

a partnership

owner
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IV. Read and translate the text:

There are numerous reasons that make people think about
owning a business of their own. Personal independence,
unlimited profit potential, the opportunity to work at something
that they really love and at hours they choose are some of the
reasons people have given for frying entrepreneurship. Many
business leaders begin their careers as entrepreneurs after four
years of undergraduate college training and even additional
graduate school training. Others become successful entre-
preneurs without special training.

Many colleges now offer programs that teach students how
to start and operate a business. Basic information Js combined
with hands-on experience and the advice of successful business
consultants. These programs help potential entrepreneurs decide
whether their own ideas are good and how to follow through
with them. With the high rate of business failure, this approach
can prevent personal financial losses.

A common way to learn about a business, and the op-
portunities for starting one similar to it, is to learn while working
for someone else. It provides a source of steady income to
people while they are planning to start their own businesses.
About 50 percent of entrepreneurs start their businesses in
industries in which they have some experience.

Evidence shows that people who come from families whose
members were in business themselves are more likely to start
their own companies. Unfortunately, the record shows that
two out of three new businesses fail within their first four
years.

Small businesses face many problems. Bad economic times
affect small business more than they do big business. In addition,
small business profits tend to fall faster, and small businesses
are more likely to fail.

What are the problems that face small business now? In
January, 1985 the National Federation of Independent Business
reported that the four top problems facing small business at
that time were taxes, slow sales, the high cost of borrowing
money and competition from other businesses.

In a large business the tasks of organizing and operating
are done by many hired managers.

A corporation is one kind of business organization. Other
kinds of business organizations are sole proprietorships and
partnerships. Sole proprietorships are the most numerous kind
of business organization, but most are very small. The reason
for their popularity is that they are the easiest and least costly
to organize.
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Sole proprietors own all the profits of their enterprises,
and they are their «own bosses», free to make whatever changes
they please. They have minimal legal restrictions and do not
have to pay the special taxes placed on corporations. Sole
proprietors also have opportunity to achieve success and
recognition through their individual efforts.

There are also disadvantages, A very serious one is the
unlimited liability that each proprietor faces. All debts and all
problems associated with the business belong to the owner.
A second disadvantage of the sole proprietorship is that it has
limited capital. The money that a proprietor can raise is limited
by the amount of his or her savings and ability to borrow.
Also, when the owner dies, the business dies. Other
disadvantages may include lack of opportunities for employees,
limitations of size and lack of management resources.

A partnership is a business organization that is owned by
two or more persons. Partnerships offer certain advantages
over sole proprietorships:

Partners bring additional funds to a proprietorship.

Partners can bring fresh ideas and talents to business

organizations.

Like the sole proprietorship, partnerships are relatively
easy to form and are not subject to special taxation.
Partnerships have the following disadvantages:

In many cases, each of the partners is subject to unlimited
liability. Partners are individually responsible for all the
debts of the business. In other words, if the business
were to fail, its creditors would have the right to recover
their money from any, or all, of the partners,

A corporation is a business organization created under a
government charter. Ownership of a corporation is represented
by shares of stock, and for that reason corporate owners are
known as stockholders. One feature of the corporation is that
the courts treat it as a legal «person». It can, for example, sue
or be sued and enter into contracts, and it must pay taxes.

There are some other types of business organizations. They
are: the corporation for small business, not-for-profit corporation,
government-owned corporations, cooperatives and franchises
(pp.49—61).

V.Answer the following questions:

1. What makes people think about owning a business of their
own?

2. How do many business leaders begin their careers as
entrepreneurs?
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3. What helps potential entrepreneurs to start and operate a
business?

4. What problems do small businesses face?

5. Who does the tasks of organizing and operating in a large
business?

6. What kinds of business organizations you know?

7. What are the advantages and disadvantages of sole
proprietorship, partnership and corporation?

8. What other special types of business organizations do you
know?

VI. Define the terms;

sole proprietorships partnerships
corporations creditors
stockholders dividends
taxes

VII. Translate into English:

1. Nignpuemui — ue 04U, AKI MalOTb BAacHUI 6isHec i
KepyloTb HUM, CnoAiBalouncb ogepatu npubytok. 2. Tenep
6araTo BMLMX HABYa/ZIbHUX 3aKNaAiB NPOMNOHYIOTb MNpoOrpamu,
AKI BUYATb CTyAeHTIB, AK po3noyatm 6i3Hec i KepyBaTM HUM.
3. bausbKko 50 BigCOTKIB NignpuMeEMUiB po3noyanu CBOK ChpaBy
(6i3Hec) y Tux ranysax BUMPOGHULTBA, B AKUX BOHMU BXe Manu
neBHuii poceip. 4. Y Bennkomy 6isHeci 3aBAaHHA, NoB'A3aHi 3
OpraHisauielo Ta ynpasBAiHHAM, BUKOHYKOTbCA 6araTbma Halima-
HUMKU MeHepKepamu. 5. Benukuit i manmii 6isHec ana pocar-
HEHHA CBOEI METU OpraHi3oBylOTb CBOK PO6OTYy NO-pisHOMY.
6. AKUiOHepHe TOBapuUCTBO, OAHOOCIGHE niANPUEMCTBO — Ue
pi3Hi Buau 6i3HecoBux opraHisauin. 7. OpgHooCi6He nignpuemc-
TBO — Le 6i3Hec, AKMM Kepye oaHa 0coba,

VIil.Read and dramatize the following dialogue:

Nick: Hello, Peter, It's so nice to see you. How are you ge-
tting on?

Pete: Quite all right, thank you. And what about you? Haven't
seen you for a long time. What have you been busy
with?

N.: I've been pretty busy. Infact | want to talk to you
about my business.

P.: Oh, I'll be glad to do something for you.

N.: I'm glad you are not in a hurry and we have time to talk
today.
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: Sure»

Well, Pete. | need some legal advice. John and | are
thinking of incorporating. We are going to expand.
: Really? It sounds interesting. It means that your partnership
has been doing very well.
: Oh, yes, we have a success. Now some businessmen are
interested in investing with us.
: Let me get this straight. You want to issue and sell stock
in exchange for investment capital, don't you?
N.: Exactly. By the way, does a corporation have limited
liability?
It does. Unlike the owners of sole proprietorships and
partnerships who can be held personally liable for the
debts of their firms the most that corporate shareholders
can lose (i.e. their liability) is limited to whatever they
paid for their shares of stock. Corporations are so important
because of the advantages they offer over sole proprie-
torships and partnerships.
: Tell me a little about these advantages.
Well. Stockholders can enter or leave a corporation at
will simply by buying or selling shares of stock in that
corporation. When the corporate stockholders die, their
shares of stock are passed on to their heirs. Meanwhile,
the corporation is free to conduct business as usual. In
certain instances individuals can reduce their tax liability
by incorporating.
: With all these advantages | wonder why there are so many
more unincorporated business than incorporated ones?
The answer has to do with the disadvantages of the
corporation.
: Disadvantages? What can you tell me about them?

: It's difficult and expensive to organize a corporation. The

process of obtaining a charter usually requires the services
of a lawyer. Most small firms prefer to avoid these by
forming proprietorships and partnerships. Corporations are
subject to special taxes. The federal government, along
with many state and local governments, taxes corporate
income in addition to the taxes paid by shareholders on
their dividends.

.. What does «dividends» mean?

Dividends are the portion of a corporation's profit that
are distributed to the stockholders.

.: Thank you. What other things should | know?

Well. Corporations whose stock shares are sold to the
public give up their right to privacy. The law requires that
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these large, open (or public) corporations disclose infor-
mation about their finances and operations to anyone
interested in reading about them. The purpose of this
legislation is to give people information that helps investors
and may also be of value to the competition. For that
reason some corporations have chosen to remain closed
(or private) corporations rather than disclose information
they would prefer to keep secret. Now you seem to
know a lot about business.

N.: Not everything yet, and the subject becomes quite
technical,

P.: I'm glad to hear it. It's time to go now. See you later!

N.: Thank you very much for the information. Bye!

IX. Make up your own dialogue using the following exp-
ressions:

to distribute profits and losses to make a right choice
to attract customers to go into business

an ammount of money to get along with

to run a risk to be liable

X. Inform the group about the future activites or states:

M o d el : I have the right to expect uniform product quality.
I shall have the right to expect uniform product
quality.

1. Many colleges offer programs that teach students how
to start and operate a business. 2. | know a lot about this bu-
siness. 3. This program helps potential entrepreneurs decide
whether their own ideas are good and how to follow through
with them. 4. About 50 percent of entrepreneurs start their
own business in industries in which they have some experience.
5. Evidence shows that people who come from families whose
members were in business themselves are more likely to start
their companies. 6. Many business leaders begin their careers
as entrepreneurs after four years of undergraduate college training
(and even additional graduate school training).

XL Ask for confirmations of the truth of the following
statements:

Mo del: You will call on us tomorrow.
You will call on us tomorrow, won't you?
The manager will not answer my questions on
Saturday.
The manager won't answer my questions, will he?
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1. A consumer will have the right to expect uniform product
quality. 2. Voting won't take place at a corporation's annual
meeting. 3. Small businesses will face many problems.
4. Large and small businesses will organize in different ways to
meet their objectives. 5. Sole proprietors won't have to pay
the special taxes placed on corporations. 6. | shan't know a
lot about this business.

Xll. Translate into English:

1. baTbKM cnopjiBaloTbCA, WO BiH CTaHe rapHMM nNiANPUEM-
uem, maTume BnacHuii bGisHec i KepyBaTume HMM. 2. BoHa BiKe
Ma€ u4yAoBMW AOCBiA, Yy Wi ranysi BUpo6HMUTBA i, MOXKAMBO,
po3nouyHe BnacHy cnpasy, 3. flKk meHeaXep, BiH 6yae BUKO-
HyBaTU 3aBAaHHA, MNOB'A3aHi 3 OpraHisauield Ta ynpasBAiHHAM
BUpPOoOHMUTBOM, 4. MK 3Haemo, WO Kopnopauia 3aBXau Mma-
TAMe nepeBarn HaA OAHOOCIGHOK BAACHICTIO Ta NapTHEpPCTBOM.
5. Papa paupeKktopiB obepe npe3ugeHTa Ta iHWMX NOCaA0BUX
oci6 ana KepiBHULTBA KOMMNAHIELD.

Xlll. Communicative situations:

1. Would you like to own your business? Why yes or why not?
If so, would you prefer to buy an existing business or start
from scratch? Explain.

a) What product or service would you provide?

b) What talents, interests, skills and abilities do you have,
or likely will have, which would make you successful in
this business?

¢) Where would you want to locate the business and for
what reasons?

d) What type of business organization would you prefer?

(sole proprietorship, partnership, corporation)?
Explain your choice.

2. Do you have the personal characteristics that might help
you become a successful entrepreneur? Read each question
on the Rating Scale. Place a check mark on the line above
at the point where you believe successful entrepreneurs
would rate themselves. Repeat the exercise for yourself by
placing an «X» closest to the answer that best describes
you. The check mark need not be placed directly over
one of the suggested answers if your rating lies somewhere
between two answers. Be honest with yourself.

Are you a self-starter?

a) | do things my own way. Nobody needs to tell me to
get going.
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b) If someone gets me started, | keep going all right.

c) Easy does it. | don't put myself out until | have to.

How do you feet about other people?

a) Ilike people. I can get along with just about anybody.

b) 1 have enough friends and | don't need anybody else.

c) Most people bug me,

Can you take responsibility?

a) I like to take charge and see things through.

b) I'll fake over if | have to, but I'd rather let someone
else be responsible.

c) There's always some eager beaver around waiting to
show off, | say, let him.

How good an organizer are you?

a) | like to have a plan before | start. I'm usually the one
who lines things up.

b) 1do all right unless things get too complicated. Then
I lose interest.

c) Ijust take things as they come.

How good a worker are you?

a) |can keep going as long as necessary. | don't mind
working hard.

b) I'll work hard for a time, but when I've had enough,
that's it.

c) Ican't see that hard work gets you anywhere.

Can you make decisions?

a) |can make up my mind in a hurry if necessary, and my
decision is usually O.K.

b) Icanif | have plenty of time. If | have to make up my
mind fast, | usually regret it.

c) ldon'tlike to be the one decides things. I'd probably
blow it.

Can you stick with it?

a) If I make up my mind to do something, | don't let
anything stop me.

b) 1usually finish what | start.

c) If ajob doesn't go right, | turn off. Why beat my
brains out?

Can you keep records?

a) Since they are needed I'll keep records even though
I don't want to.

b) Ican, but it's more important to get the work out than
to shuffle numbers.

c) 1would rather hire someone to keep records for me.



Lesson 6

FINANCING A BUSINESS

. Read and memorize the following words, word.
combinations and word-groups:

internal funds — sHyTpiwHi 60pru

external funds — 30BHiwHi 60pru

e.g. Since the funds come from within the firm they are
described as internal funds. The rest must come from outside,
or external funds.

to meet one's expenses — nokpusaTu unicb BUTpaTH

e.g. As a firm sells its products or services, it receives
money which it uses to meet its expenses.

depreciation — 3HeuUiHeHHA, 3HUKEHHSA LiH

to wear out — 3HowyBaTUCA, CNPaLbOBYyBaTUCA

e.g. Depreciation represents the cost of replacing assets
that wear out.

to cover the cost of smth. — nokputu saprictb uoro-
Hebyab

e.g. Businesses use internal funds to cover the cost of
depreciation.

short-term loans — kopoTkocrpokosa nosuka

e.g. Short-term loans are used to finance the everyday
costs of doing business.

long-term loans — posrocrpokosa nosuka

e.g. Long-term loans mature (come due) in more than a
year.

the principal — 3ano3uuena cyma

e.g, Creditors expect to receive interest and the return of
the principal at the end of a specific period of time.

common stock — cninbHi akuyjii

preferred stock — npusineitosani akuii

e.g. All corporations issue common stock; some, however,
also issue preferred stock.

to have voting rights — matu npaso ronocy

e.g. Preferred stockholders do not have voting rights.

security exchange — ¢onaosa 6ipxa

e.g, Security exchange is a market where brokers meet to
buy and sell stocks and bonds for their customers.

default — Hesunnara, HeBMKOHaHHA Aorosopy

e.g. There is some risk of default on the bonds of even the
strongest corporations.
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mutual funds — cninbHi poHgn

e.g. Mutual funds are corporations that sell stock and use
the proceeds to invest or speculate in the securities markets,

balance sheet — 6anaHcoswii 3sir

income statement — 3sit npo npubyToK

e.g. Two of the most important pieces of information
contained in every prospectus and annual report are the balance
sheet and the income statement,

assets — aktus (6anaHcy)

liabilities — nacus (6anancy), 60pru, 3aboprosaHictb

e.g. For every business the things that it owns are assets,
and those it owes are liabilities.

net worth — saprictb maiina 3a BUHATKOM 30608B'A3aHb,
B/IACHMIA Kanitan nignpuemcraa

e.g. The difference between assets and liabilities is its net
worth.

Il. Give English equivalents of the following:

NOKPUTU BapPTiCTb YOro-Hebyab doHaoBa bipka
nacus (6anaHcy) npuBsineiioBaHi akuii
6anaHcoBwmii 3BIT akTuB (6anaHcy)
[OBroCTPOKOBa NO3MKa BHYTpIiLUHi 60pru
HeBMNNaTa MmaTu NpaBo rosaocy

3ano3un4yeHa cyma

lll. Fillin the blanks with appropriate words:

1. ...is the difference between assets «investors»
and liabilities. capital
2. Similarly, firms need ... to begin ope- money
ration, to meet their day-to-day expen- net worth
ses and to expand. customers
3. ... charge purchases to their accounts bonds
for payment at a later date. a security
4, ... is money that will be used for a year exchange
or more. long-term
5. Many large corporations raise long-term financing

capital through the sale of their. . ..

6. Corporations sell stocks and bonds as a
way of raising ... .

7. ...is a market where brokers meet to buy
and sell stocks and bonds for their
customers.

8. Those who buy stocks to share in the
profits and growth of a corporation over
a long period of time are described as ...
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IV. Read and translate the text:

Most of the money used by business comes from the sale
of its products and services. Since these funds come from
within the firm they are described as internal funds. The rest
must come from outside, or external funds.

As a firm sells its products or services, it receives money,
which it uses to meet its expenses. One of these expenses,
depreciation, represents the cost of replacing assets (like tools,
machinery, and buildings) that wear out. Typically, businesses
use internal funds to cover the cost of depreciation.

Business loans are generally classified as either short-term
or long-term loans. For short-term loans, the principal (the
amount borrowed) must be repaid within one vyear. Long-
term loans mature (come due) in more than a year.

Short-term loans are used to finance the everyday costs of
doing business, such as payrolls, raw materials and merchandise.
Long-term loans are more likely to be used to purchase
equipment, buildings and other high cost items.

All corporations issue common stock; some, however, also
issue preferred stock. Unlike common stockholders, preferred
stockholders usually do not have voting rights.

A security exchange is a market where brokers meet to
buy and sell stocks and bonds for their customers.

The largest of the securities exchanges are the New York
Stock Exchange and the American Stock Exchange.

There is some risk of default (failure to pay interest or
principal) on the bonds of even the strongest corporations.
For this reason many people invest in mutual funds. Mutual
funds are corporations that sell stock and use the proceeds to
invest or speculate in the security markets.

Two of the most important pieces of information contained
in every prospectus and annual report are the balance sheet
and the income statement- The balance sheet summarizes a
corporation's assets, what it owns; its liabilities, what it owes;
and its net worth, the difference between the two sums at a
given time. The income statement summarizes a firm's revenues,
costs, and the difference between the two (the profit or loss)
over a period of time (pp. 61—70).

V. Answer the following questions:

1. Where does most of the money used by business comb
from?

2. What do we call interna! funds?

3. What does depreciation represent?
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4. What remains after paying expenses?

5. How do you understand the term «external funds»?

6. What can the firm do to get more money?

7. What rights have common stockholders?

8. What is the difference between common and preferred
stockholders?

9. What is the reason for investing in mutual funds?

10. How do you read a balance sheet and income statement?

VI. Define the terms:

internal funds preferred stock
common stock depreciation
balance sheet mutual funds

the principal to have voting rights

VII. Translate into English:

1. Haitbinbwa KinbKicTb rpoweii, WO BUKOPUCTOBYETbCA
6i3Hecom, HagxoAuTb 3 MPOAAXKY NPOAYKUili Ta Ppi3HMX nocayr.
2. Ockinbkn ¢ipma npopgae ToBapu abo nocnyru, BOHa ogep-
JKYE rpowWi Ta BMKOPUCTOBYE iX 3 METOI NOKPUTTA CBOIX BU-
Tpar. 3. bBi3HecoBi NO3MKM 3a3BuMYall  KNacuiKylOTbCA  AK
[OBroCTPOKOBi Ta KOPOTKOCTPOKOBi. 4. KOPOTKOCTPOKOBiI no3u-
KM BUKOPUCTOBYHOTbCA ANA ¢iHAHCYBaHHA MOBCAKAEHHUX BapTo-
cTeit anAa ctBopeHHA ¢ipmu (cnpasu), TaKMX AK NAaTiXKHi Bigo-
MOCTi, CMpPOBMHA, ToBapu. 5. [lOBroCTpoKOBi MO3UKKU iCHYIOTb
ANA Kynieni obnagHaHHA, 6yAUHKIB Ta iHWKUX LiHHUMX npeamerTis.
6. ®oHpoBa 6ipKa — Le PUHOK, Ae 3ycCTpiYalTbCA nocepepn-
HUKU ANA KyniBai U Npoaaky akuiii Ta obairauiii cBoim KnieHTam.
7. Y4 icHye neBHUA PpU3UK HeBUNNATU 3a obnirauiamm Haii-
CUNbHIWKMX Kopnopauii? 8. Ha BiamiHy Big BnAacHUKiB cninbHUX
aKLjiiA, BNACHMKM MpuBiNeiioBaHUX aKuUili He MaloTb npasa roso-
cy. 9. CninbHi doHAM — uUe Kopnopauii, WO KynywTb akKuii Ta
BUKOPUCTOBYIOTb BUPYYEHi Cymu ans iHBecTyBaHHA abo rpu Ha
doHpoBux bGipxkax. 10. 3BiT nNpo npubyToK nigb6uBae niacymku
piuHoro npubyTKy, BapTocTi ¢ipmMuM Ta PpPisHULI MK npubyT-
Kom | 36uTKom.

VIIl. Read and dramatize the following dialogue:

.: Do you know anything about John Say and his works?

: As far as | remember, an admirer of Adam Smith, John
Baptiste Say's «Treatise on Political Economy» (1803) helped
to introduce «The Wealth of Nations» to his native France.
In the course of explaining Smith's theories and the role of

v~
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markets in satisfying human wants, his statement came to
be known as Say's Law.

: So, according to Say's Law, «production creates its own
demand», in other words, people produce and sell goods
and services in order to buy the things they want.

: No doubt. And if buyers no longer want certain products,
sellers will stop producing them and shift into something
that is in demand.

: Now, if only those goods and services actually in demand
are produced, and the income received from the sale of
those products is ultimately used by managers and workers
to buy the things they want and need, it follows that
supply created its own demand.

: Can we say in other words: there could be no such thing
as overproduction, or long-term unemployment?

: Temporary overproduction and unemployment, yes. Long
term, never. When was Say's Law put to rest?

.. The onset of the Great Depression of the 1930-s with its

widespread unemployment and overproduction that dragged
on for years, finally put Say's Law to rest.
: Although some economists continued to agree with Say
that «in the long run», the market would bring supply,
demand and unemployment into balance, most agreed with
the British economist J.M. Keynes who pointed out that
«in the long run we are all dead».

By that he meant pressing problems require immediate
attention. Besides they couldn't wait for long-term solutions.

IX. Make up your own dialogue using the following exp-

ressions:

to meet one's expenses depreciation

to cover the cost of smth long-term loans

the principal to have voting rights
security exchange mutual funds
overproduction to be in demand

X. Make the following sentences passive:

Mo d e l: Afirm will use this amount of money to meet its

expenses next week.
This amount of money will be used to meet
expenses of a firm next week.

1. This business will use internal funds to cover the cost of

depreciation. 2. A firm will sell its products and services soon.
3. He will use short-loan terms to finance the everyday costs
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of doing his own business tomorrow morning. 4. The firms
will produce these goods and services which are in demand in
two days. 5. The couple will buy the things they want and
need in this supermarket tomorrow,

XI. Translate the verbs in brackets in English using them in
the necessary tense-form:

1. The principal (6yae BunnaueHo) by this business within a
year. 2. When the funds come from within the firm they
(6yayte onucadi) as internal funds. 3. Long-term loans (6y-
OyTb BUKopuctaHi) to purchase equipment, buildings, etc.
4. In this case demand (6yae crtBopeHuii) by supply. 5. Stock
(6byne npopgaHo) by mutual funds and the proceeds (6yae
BUKOpUCTaHO) to invest or speculate in the security markets.

XIl. Translate into English:

Konn 6opru HagxoautUMyTb i3 30BHIWHIX A)Kepesn, BOHU
6yAyTb onucaHi AK 30BHiWHI 6opru. 2. Ana Yoro 6yayTb BMKO-
PUCTaHi KOPOTKOCTPOKOBI Ta A0BrocTpokosi nosuku? 3. BipcoTku
Ta 3ano3suyeHa cyma 6yayTb OTPMMaHiI KpeauTopamu HanpuKiHui
TepmiHy. 4. Akuii 6yayTb npogaHi Kopnopauiamu gns BUKO-
PUCTaHHA rpowei Ha PoHp0BMUX BiprKax.

Xlll. Communicative situations:

1. Imagine that you have a great idea for a new popcorn
popper. Explain how you would go about raising capital
to develop your idea, manufacture and market your product?

2. There is a saying, «Neither a borrower nor a lender be».
Explain why you agree or disagree with this advice with
regard to business in our market economy.

3. Scanning the financial section of the newspaper, you notice
that the price-earnings ratio of excellent bank stock range
from 5 to 7, while other company stocks had P-E rations
over 100.

How do you explain this wide variation?



Lesson 7

PRODUCTION AND MARKETING.
THE BUSINESS OF BUSINESS

. Read and memorize the following words, word-
combinations and word-groups:

standard of living — piseHb skutta

e.g. A nation's standard of living is measured by the amount
of goods and services available to its citizens.

productivity — npoayktueHicTb npaui

e.g. When you produce more or better products with the
same time and resources, you have achieved a productivity
increase.

input — sutpartu

e.g. Input can be any resource that goes into the production
process.

output — npoayKTUBHICTb, BUNYCK NPOAYyKLii

e.g. Productivity is usually measured in terms of output
per worker per hour.

division of labor — posnogin npaui

e.g. To use machinery efficiently, producers must use division
of labor.

skilled workers — kBsanidikosaHi pobiTHUKK

e.g. Skilled workers perform their tasks more efficiently
than those who are unskilled,

consumption — cnokmsaHHa

e.g. Everything that takes place between production and
consumption falls into the category of marketing.

Il. Give English equivalents of the following:

piBeHb XUTTA 6paT yyacTb y YHomyCb
BUTpPATH posnogin npaui
NPOAYKTUBHICTb Npau,i B£o6pobyT

niaHeceHHs | cnag, BUNYCK NPOAYKLi
peknamysaTtu onToBa TopriBnA
CTpaxyBaHHA

Il Fill in the blanks with appropriate words:

1. ... is a measure of how efficiently we work. a market
2. New can be used by business to imp- standard of living
rove productivity. technologies
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3. A nation's ... is measured by the amount promotion

of goods and services available to its productivity
citizens. firms capacity
4. ...is a key part of marketing because if is employers
the way business get their messages to goods and
consumers. services

5. Societies obtain ... either by producing
them themselves or by trading what they
produce.

6. ... is where buyers and sellers come
together.

7. , is the maximum number of units it can
produce.

8. ... are able to employ the optimum number
of workers and productivity increases.

IV. Read and translate the text:

A nation's standard of living is measured by the amount of
goods and services available to its citizens. One way to calculate
living standard is to divide total production (the gross national
product) by the population (Production % Population — per
capita GNP). When production is increasing faster than the
population, more goods and services are available per person,
and living standards are likely to improve. Productivity is a
measure of how efficiently we work. To measure productivity,
economists determine the amount of goods and services
produced for every unit of input. Input can be any resource
that goes into the production process. Productivity is usually
measured in terms of output per worker per hour. Among the
principal ingredients of productivity are the education and
training of workers. Welt-educated and skilled workers perform
their tasks more efficiently than those who are unskilled or
poorly educated.

Another ingredient in productivity is the enthusiasm workers
have for their jobs. Those who like their jobs and feel they
gain dignity and respect from the work will produce more
than those who tack motivation to do their best. To use ma-
chinery efficiently, producers must also use division of labor —
the practice of breaking down large, complex tasks into a
series of small ones so that each worker can become an expert
in his or her particular task. To an economist, everything that
takes place between production and consumption falls into
the category of marketing. Marketing, then, includes the
activities that bring the buyer and seller together. Marketing
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includes buying and selling, transporting and storing, product
planning, market research, product support, customer service,
financing, insuring and other activities (pp, 71—86)..

V. Answer the following questions:

. What is a nation's standard of living measured by?

. When are living standards likely to improve?

. What is «input»?

. What does the quality of labor force depend upon?
. What is a key part of marketing?

. What is the final part of marketing?

AUV A WNR

YI. Define the terms:

production process consumption
productivity standard of living
division of labor input

skilled worker market research

VII. Translate into English;

1. OguH cnoci6 BM3HaAuyeHHA PIBHA XUTTA — Ue MOoAIUTU
BCKO NPOAYKLIIO HA KiNbKicTb HaceneHHA. 2« Koau KinbKicTb
NPOAYKLii 3pocTaE WBMALIE 33 KiNlbKiCTb HAaceNeHHA, PiBEeHb KUTTA
noninwyetbcA. 3. Butpatamm MoOXKyTb 6yTM 6yAb-AKi  KowTw,
WO BUKOPUCTOBYIOTbCA y BUpPOBHUUOMY npoueci. 4. Ocsita Ta
HaBYaHHA POGITHUKIB € rO/IOBHOI CKNAZOBOIO YACTUHOK Npo-
OYKTUBHOCTI npaui. 5. Jllogu, AKi nobnatb csoio poboty Ta
OflepKylOTb Hacosnogy Bif Hei, BupobnsAwTb 6inbwe 3a THX,
AIKi He MalTb TaKoi MoTuBaLji. 6. Yoro 6pakye HeKBasipikoBaHMM
i HeocBiueHMM poOGiITHUKAM AnA 6inbll ePeKTUBHOrO BUKOHAHHA
CBOIX 3aBgaHb? 7. 3a A0ONOMOrol pPO3MOAiNYy npaui KOMHMUMA
PO6GITHUK MOKe cTaTM MmaiicTpom cBO€i cnpasu, 8» MapkKe-
TMHr — ue KyniBna Ta npogax! TpaHcnoptyBaHHA, 36epe.
}KeHHsA, PpiHaHCYBaHHA, CTpaxyBaHHA Ta iHWe.

VNe. Read and dramatize the following dialogue:

B.: When did modern production methods take a giant leap
forward, | wonder?

C.: Modern production methods took a giant leap forward in
1913 when Henry Ford (1863—1947) introduced the use
of the assembly line in the production of automobiles. fn
those days, automobiles were built in much the same way
as a house.
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BWhat do you mean?

C.:

B.:

That is, workers simply picked a spot on the factory floor
and assembled the car from the bottom up. As business
grew Ford began manufacturing many of the component
parts formerly purchased from suppliers. Typically the com-
ponents were put together by one worker who performed
all the operations necessary to assemble them.

The method was likely to be costly, and so only the
wealthy could afford to buy automobiles in those days.

CFor sure. This did not please Henry Ford who wanted to

bring the price of automobiles down to the point where
most families could afford them.

S.: What was the key to achieving this goal?

C.:

v
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The key to achieving this goal, in Ford's view, was through
the improvement of labor productivity. He needed to find
a way to

1) limit the number of operations performed by each worker;

2) bring the work to the worker rather, than the other
way around;

3) perform each operation in the most efficient sequence
he could find.

Thus he found what he was seeking in his new creation:
the assembly line. Ford's first line, introduced in April
1913. was used to assemble generators. Working in the
old way, one worker had been able to put together 25 to
30 generators in a 9-hour day. This transtaled to something
around 20 minutes per assembly. The new line broke the
operation into 29 steps performed by individual workers
on parts that were brought to them by the steadily moving
assembly line.

: And what about the price of automobiles?
: Assembly line methods brought the price of automobiles

within the reach of millions of American families. As a result,
automobile registrations jumped from 944.000 in 1912 to
2.5 million in 1915 and 20 million by 1925.

: So Henry Ford was not an economist, but his innovative

production strategies had a revolutionary impact on
American industry and living standards,

.. Well, certainly. As automobiles, appliances and other labor

saving goods of the new industrial age became less
expensive and more affordable for the average family, it
was clear that the assembly lines of a Michigan factory had
changed American households as dramatically as its facto-
ries.



IX. Make up your own dialogue using the following
expressions:

principal ingredients of productivity division of labor

to lack motivation to do one's best skilled worker

to bring the price down to the point consumption

to gain dignity and respect to go into production
to perform one's task process

X. Put questions to the italicized words:

1. Many appliances and other labor saving goods are
becoming /ess expensive and mdre afford able for the average
family. 2. The population is growing now at a fasfer rate than
production in that country, 3. Steps to restore full employment
are increasing. 4. They are producing more and better products
with the same time and resources. 5. Union restrictions are
preventing employers from laying off workers as quickly as
they might prefer.

Xl. Replace the infinitives in brackets by the Present
Continuous Tense (the Active Voice);

1. What (to do) he now? He (to bring) the price of this
commodity down to the point where most families can afford
it. 2. Look) The new device (to break) the operation into 30
steps performed by individual workers. 3. Everyone who (to
look for) work can find a job. 4. Studying the time and resour-
ces that go into production, you (to analyze) productivity.

5. Employers (to employ) the optimum number of workers.

Xll. Translate into English:

1. Y umx perioHax KifbKicTb NpoAyKLii Tenep 3pocTae WBKUA-
Wwe 3a KiNbKicTb HaceneHHA. 2. BiH 3Hailge Te, WO LWYyKae .ans
epeKTUBHOrOo BUMKOPUCTAHHA o06napHaHHA. 3. [lupekTopu Ko-
MepuiiHux ¢ipm BUKOPUCTOBYIOTb Kanitan i po6ouy cuny, wob
MaKCMMaNbHO MNiABULLUTU NPOAYKTUBHICTL npaui. 4. OnToBi TOp-
rosuyi Ta BUPOOGHMKU CKOPOYYIOTb KiNbKiCTb TOBapiB i piBeHb
BUPO6HMLUTBA, WO6 3HM3UTM UiHW. 5. BOHM 3HUKYIOTb TBEpAi
LiHU 332 O4UHULIO TOBAPY, OCKiIbKM BUNYCK NPOAYKLii 3pOCTaE.

Xlll. Communicative situations:

1. Despite the tremendous gains in productivity in the United
States in recent decades, the rate of increase has been
declining. Discuss how each of the trends described below
has affected productivity.
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In your opinion, which trend has had the greatest effect on

productivity?

a) High energy costs have shifted funds investment in
research and development to exploration for new energy
sources.

b) Although they may be necessary to protect the health
and safety of the people, government regulations tend
to increase production costs.

c¢) The growth in the numbers of young and inexperienced
workers has reduced productivity in some industries.

Do you agree or disagree with the following statements on

ways to improve productivity? Discuss these statements.

a) Government can help to improve productivity by
providing more money for medical research, the space
program, and research in other highly technical areas
rather than for education and other human services.

b) Business can improve productivity by investing in new
machines and other equipment and by reducing its
marketing efforts — even if profits decline for a time.

c) Labor can help improve productivity by agreeing to
accept lower wages.

d) Government can help improve productivity by reducing
or eliminating taxes on capital gains.

e) Government can help improve productivity by eliminating
rules and regulations about safety and pollution,

f) If workers were involved in making decisions, they would
try harder to increase productivity.

Identify which of the «Four P's of Marketing» the businesses

in the following situations used or ignored. Explain your

reasoning,

a) Ford produced the Edsel, a large heavy automobile,
when the public was more interested in smaller, sportier
cars.

b) Ford emphasizes «quality» in the advertising campaigns,

c) Jose has always wanted to own and operate a Mexican
restaurant. He is excited because he can get a good
deal on a building with all the stoves, ovens, refrigerators
and other things he needs. The building has housed
four different restaurants in the last two years.

d) Jose made sure he put a large «Under New Manage-
ment» sign in front of his new restaurant.

e) Coca Cola attempted to replace its traditional cola with
a new, sweeter version.

f) Most soft drink bottlers now provide diet and caffeine-
free drinks.



Lesson 8
HOW FIRMS COMPETE

I. Read and memorize the following words, word-
combinations and word-groups:

to influence the market — matu Bnaus Ha puiiok

e,g. No individual or group can influence the behavior of
the market.

interchangeable — BzaemozaminHmii

e.g. The individual securities of a particular firm are totally
interchangeable.

at will — 3a BnacHum 6axkaHHAM

e.g. Traders can buy or sell individual securities at will.

collusion — gomosneHicTb; 3rosip

e.g. Collusion is a secret arrangement between two or
more firms to fix prices or share the market.

utilities — nianpuemcrea rpomagcbKoro KOPUCTYBaHHS;
KOMYHaNbHi nocnyru

e.g. Public utilities are privately owned firms that provide
an essential public service,

merger — 06'egHaHHA (nidnpuemcmae)

integration — iHTerpauin, 06'egHaHHA

e.g. The combination of two or more book publishing
firms would be an example of a horizontal merger or horizontal
integration,

trademark — Toprosa mapka

e.g, Trademarks are special designs, names or symbols that
identify a product, service or company,

L Give English equivalents to the following:

KOMYHabHi nocayru PUHOK

TOproBa MmapKa ob6'eaHaHHA (nidnpuemcme)
HapaBaTu nepesary yroaa

KOHKypeHUin 3a BNaCHUM  BarKaHHAM
B3aEMO3aMiHHUI NATEHT MOHONONIA

MaTH BMJIMB HAa PUHOK npoaaseub

noKyneub

MIl. Fill in the blanks with appropriate words:

1. Economists often speak of the «structure» | market price

ofa.,.. [i
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2. ... are able to enter or to leave the buyers and sellers

market at will. monopoly
3. A market in which there is only one trademark
sellerisa.... patents
A, ... motivates producers to improve market
the quality and increase the variety of competition
goods and services, firm
5. «Coke» is a ... of the Coca-cola Com-
pany.
6. In a monopoly supply is determined
by a single ... .

7. Under conditions of perfect competi-
tion ... could be found at the inter-
section of the supply and demand
curves.

8. The products of certain industries such
as aluminium, chemicals and electro-
nics, are protected by ... >

IV. Read and translate the text:

Markets exist wherever people come together to buy and
sell their goods and services. In economic systems during
such hours, consumers and producers exchange their goods
and services in many competitive markets.

A perfectly competitive market, according to economists,
requires all of the following conditions:

.Many buyers and sellers; no individual or group can
influence the behavior of the market.

'Identical goods or services offered for sale.

.No buyer or seller knows more than any other about the
market.

Buyers and sellers are able to enter or leave the market at
will. Few markets have all these characteristics. The New York
Stock Exchange, the American Stock Exchange and other similar
securities markets, however, are good examples of perfect
competition. The individual securities of a particular firm are
totally interchangeable.

Collusion is a secret arrangement between two or more
firms to fix prices or share the market. These agreements are
usually illegal.

Public Utilities are privately owned firms that provide an
essential public service. They are granted a monopoly because
it is felt that competition would be harmful to the public
interest.
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Trademarks are special designs, names or symbols that
identify a product, service or company. Many businesses are
naturally interested in growing and controlling as much of a
market — or several markets — as possible- One way to
accomplish this goal is through a merger.

Mergers fall into three categories: horizontal, vertical, or
conglomerate.

The combination (or «integrating») of two or more com-
panies engaged in the same business is a horizontal mer-
ger, The combination of two or more book publishing firms
would be an example of a horizontal merger or horizontal
integration.

A conglomerate merger combines two or more unrelated
businesses under a single management (pp. 87—94),

V. Answer the following questions:

. When do markets exist?

. What does a perfectly competitive market require?

. What are Public Utilities?

Why are they granted a monopoly?

. What is a trademark?

In what way does the competition among producers benefit
us all?

How can many businesses grow and control as much of a
market as possible?

8. How many categories do mergers fall into? Name them.

OV hAWNR
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VI. Define the terms:

interchangeable to fix prices
to influence the market conglomerate merger
single management competitive market

behavior of a market

VII. Translate into English:

1. PUHOK iCHY€e CKpi3b, Ae noau 36upaloTbca pasom, LWo6
Kynutu abo npogatM cBoi ToBapu Ta nocayru, 2. Mokynui Ta
NpoAaBLi MOXYTb BUXOAUTM Ha PUHOK abo 3anuwarm ioro 3a
BfacHMm 6axkaHHam. 3. MpwmeaTtHi UiHHI nanepu neBHOI ¢ipmu
LiZIKOM B3aEMO3aMiHHi, 4. 3roBip — Le CeKpeTHa AO0MOBAEHICTb
MiXX pgBoma abo 6inbwe d¢ipmamum nNpPo BCTAaHOBAEHHA UiH i
po3nogin puHKy, 5. KoHKypeHuia B cdepi nignpuemcrs rpo-
MAACbKOrO KOPUCTYBAaHHA BBAXKAETbCA LWKIAAMBOIO ANA rPpomMaj-
cbkoro IHTepecy, 6. OpaHa 3 yMOB HaWMbiNbll KOHKYPEHTOK
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CNPOMOXHOIO PUHKY Le Te, WO »oaHa npusaTHa ocoba a6o
rpyna He MOMYTb MaTU BNAMB Ha pPUHOK, 7. KoHrnomepar
o6'egHye ABi abo 6inbwe HesaneHux ¢ipm nig €guHe Kepis-
HULTBO»

VIIl. Read and dramatize the following dialogue:

L; What of the world's well-known economists do you know?

>

Well, Joan Robinson (1903—1983) taught economists at
England's Cambridge University for more than 40 vyears.
Her book «The Economics of Imperfect Competition»
(1933), led her to be recognized as one of the world's
foremost economists.

: Taking their cue from Alfred Marshall, economists of the

1930's based their theories on the concepts of perfect
competition and monopoly.

: Did perfect competition often occur?

No it didn't. Perfect competition, with its many buyers
and sellers, all of whom had perfect knowledge of market
conditions, rarely occured. Neither for that matter, did
perfect monopoly wherein buyers, unable to find substitutes
paid a price selected by the monopolist. What usually
happened was something in between the extremes of
perfect competition and monopoly.

Aln what way did Professor Robinson refer to this kind of

trade?

L: She referred to this kind of trade as imperfect competition.
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Robinson's «Imperfect Competition» described markets in
which sellers had more freedom to determine prices than
they would have under perfect competition, but less than
they have under pure monopoly- They had this freedom
either because their products were sold under conditions
of monopolistic competition, or oligopoly. Are there any
weaknesses of capitalism?

: Joan Robinson regarded imperfect competition as a major

weakness of capitalism. Why? By commanding a higher
price than they might have under perfect competition, she
said, businesses earn higher returns while consumers have
to find ways to do with less. Meanwhile, the economy
operates at levels under its capacity to employ workers
and produce goods and services.

She concluded that conditions of underproduction and
unemployment inevitably lead to periodic recessions and
political unrest.



IX. Make up your own dialogue using the following
expressions:

perfeci competition to enter the market
to accomplish a goal single management
to be engaged in the same business collusion

to be interested in controlling as merger

much of a market

X. Change the following sentences using the Passive Voice
according to the model:

M o d e |l : The vertically integrated firms are now buying raw
materials from the companies they own.
Raw materials are being bought now by the
vertically integrated firms.
1. Patent protections are creating another barrier to trade,
2. Privately owned firms are providing an essential public
service, 3. Consumers and producers are exchanging the goods
in many competitive markets at this time. 4. Businesses are
developing a service now. 5. The ice-cream company is driving
down the prices.

XI. Replace the infinitives in brackets by the Present
Continuous Tense (the Passive Voice):

1. Higher returns (to earn) by business. 2. The principal
kinds of market structures (to describe) now. 3. The customers
(to treat) in the best way. 4. The wealth (to use) to dominate
the oil market at this time. 5. The patent holder (to pay) now
for permission to use the process or find a new method of
production not covered by existing patent.

XIl. Translate info English:

1. KHMKKa p[pPYKYETbCA, AOKM BiH uuTae rasety. 2. LliHu
SHUKYIOTBCA HMMM B Leit yac. 3. Moro ToBap npogaerbca 3a-
pas B ymoBaX MOHOMONICTUYHOI KOHKypeHuii. 4. [e Toii u4o-
nosik? Moro HaiimaloTb Ha pob6ory, 5. OpHaKoBi MOCAYrM Ha-
[Al0TbCA | TOBapy NpoAaloTbeA 3apas pisHumm pipmamu,

Xlll. Communicative situations:

1. Mergers of two or more competing firms, as weil as of
firms that are in competition with one another, have been
increasing in recent years. We know that new investment
adds capacity to the supply of goods and services. It also
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may increase competition. Expansion by merger, on the
other hand, does not add to supply or capacity, and It
may reduce competition. Mergers, however may result in
greater efficiency in the future.

a)
b)

<)

Explain how mergers may result in greater efficiency,
Support the argument that mergers lead to greater in-
efficiencies,

When would you favor, and when would you oppose,
mergers?

General Mills is, among other things, a major producer of
breakfast cereals, ALCOA produces aluminum, and Lovitt
Farms, Inc, is a major wheat grower. With respect to each

of these firms, compare:

a) The market in which they operate,

b) The relative importance of price in their respective
markets,

c) The extent to which product differentiation and price
leadership are factors in their markets.

Lesson 9
MONEY

1. Read and memorize the following words, word-
combinations and word-groups:

fluctuation — konusaHHa

e.g. In societies where value of money fluctuates people
spend it immediately thinking ft will be worth less tomorrow,

to hoard — 3anacatu, HakonuuysaTth

e.g. In societies where value of money fluctuates people
hoard it in the hope that its value will increase,

portability — nopraTtusHictb

durability — miunictb

uniformity — ogHakosictb; ogHopigHicTb

e.g. Money should possess such features as portability,
durability, uniformity.

dollar bill — gonaposa 6aHkHoTa

e.g. If dollar bills had no equal denominations of money
that had the same value, things could be pretty confusing,

medium of exchange — cnoci6 o6miny

e.g. Money serves us as medium of exchange.
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measure of value — mipa uiHHocTi

e.g. Money serves us as measure of value,

to enable — pasati npaso abo moxnusictb (Wo-Hebydb
pobumu)

e.g. Money enables us to state the price of something in
terms that everyone can understand.

Il. Give English equivalents of the following;

6yTM Hebe3neyHMm pNA eKOHOMIKK 6apTepHa eKOHOMIKa
ro/IoBHa nepesara rpoiuei BCTAHOBAIOBATYU LiHY
HaKOMUYEHHSA LiHHOCTel po6UTH NOKYNKY
BUCOKOAKICHUI nanip 3aci6 06miHy

BapTiCTb rpoLuei Ba/oTa

MipuNo LiHHOCTI

MIl. Fill In the blanks with appropriate words:

1. Money can be anything, that is generally denomination

accepted in for goods and services. payment

2. Equal .of money should have the same paper money
value. medium

3. One of the principal ... of money over advantages
barter is its ability to be divided into barter economy
parts. money econo-

4. The principal difference between a ... and my

a ... is that in a barter economy you must
find someone who has what you want and
wants what you have.

5. Money, therefore, is the ... that enables
exchanges to be made easily.

6. The money you are most familiar with,
currency, consists of the ... and coins
that you use almost daily.

IV. Read and translate the text:

What is money? Money can be anything that is generally
accepted in payment for goods and services.

Although anything can serve as money, as a practical matter
the material should possess the following qualities:

Stability. The value of money should be more or less the
same today as tomorrow. In societies where value of money
fluctuates (goes up and down) people will hoard it in the
hope that its value will increase, or spend it immediately
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thinking it wit! be worth less tomorrow. Either action could be
harmful to the economy.

Portability. Modern money has to be small enough and
light enough for people to carry. Bowling balls would not be
a practical form of money.

Durability. The material chosen has to have a reasonable
life expectancy. For that reason most countries use a very high
quality paper for their money.

Uniformity. Equal denomination of money should have
the same value. It's easy to see that if some quarters or dollar
bills were worth more than others, things could be pretty
confusing.

Divisibility. One of the principal advantages of money over
barter is its ability to be divided into parts. In other words,
while making change for a dollar is easy, making change for a
chicken is more difficult,

Recognizability. Money should be easily recognized for
what it is and hard to copy. The quality of the paper and the
engravings make paper money extremely difficult to counterfeit.

We can also define money by what it does, which is to
provide: A Medium of Exchange; A Measure of Vaiue;
A Store of Value.

A Medium of Exchange. The principal difference between
a barter economy and a money economy is that in a barter
economy you must find someone who has what you want and
wants what you have. In a money economy people can sell
what they have to anyone and use the money to buy what
they want. Money, therefore, is the medium that enables
exchanges to be made easily.

A Measure of Value. Money enables us to state the price
of something in terms that everyone can understand. We can
say the eggs we have for sale are worth 85 cents a dozen.
That is far simpler than having to figure out how much milk or
meat or clothing we would expect in payment for a dozen
egss,

A Store of Value. Money enables us to use the value of
something that we sell today to make a purchase sometime in
the future. For example, our egg seller could put the money
from the day's sale toward a college education sometime in
the future. You can imagine the difficulties if that person tried
to save one or two year's worth of eggs toward a college
education.

Currency. The money you are most familiar with, currency,
consists of the paper money and coins that you almost use
daily (pp. 125—127),
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V. Answer the following questions:

=

. What is money?

2. What qualities should the material for money possess?

3. What is the principal difference between a barter economy
and a money economy?

What functions does money play in the society?

What is currency?

v ok

VI. Define the terms:

stability durability
divisibility portability
uniformity recognizability

VII. Translate into English:

1. BinbwicTb KpaiH BMKOPUCTOBYE BMUCOKOAKICHUI nanip anAa
BUrOTOBNIEHHA rpoweii, 2. OAHa 3 TrONOBHUX nepeBar rpoLuei
Hag 6apTepom — ue Te, WO rpowi MOXHA AINUTU HA YaCTUHWU.
3. TonoBHa pi3HMLUA MiXK 6apTepHO Ta TPOLIOBOID EKOHOMI-
KOl MnosArae B TOMy, WO npu 6apTepHii eKOHOMIUi Bam cnig
WyKaTU KOrocb, XTo mMaB 6u Te, WO BU XoueTe; i XoTiB 6M Te,
wo BM maete. 4. lpowi p[alOTb Ham 3MOry BCTAaHOB/IKOBATU
uiHy ToBapy. 5. Mpowi — ue 3aci6, WO Aa€ HaM MOMKAUBICTb
pobutu o06miH. 6. lpowi AalTb 3mMory Ham po6bUTUM NOKYNKK
Konu-Hebyab y MaiibyTHbOMY, BMKOPUCTOBYIOUM BapTiCTb u4O-
rocb, WO MW NPOJAEMO CboroaHi. 7. Banwota — ue naneposi
rpoLi Ta MOHeTH, AKMMU MU KOPUCTYEMOCH MaiiKe WOoAHSA.

VIIl. Read and dramatize the following dialogue:

A.: In what currency wiii payments be made?

6.: We'll provide for payments in local currency in our
contract.

A.: Is currency conversion allowed under your local legislation?

S.: Yes;it is.

A.: How will currency fluctuations be taken into account?

8.: To avoid currency tosses we shall provide for a currency
clause in our contract.

A.: How will the currency be exchanged?

8.: At the rate of the day.

A.: To avoid currency losses we suggest including into the

contract a currency clause pegging the currency of payments
to SDRs in US dollars.
B.: No objections. And in what cases will payments be adjusted?
A.: Payments will be adjusted if the cost of one SDR changes.
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B.: We believe that you will use the adjustments of the Inter-
national Monetary Fund.

A.: Yes, certainly. Please note that if the amount of the letter
of credit is not sufficient the Customer will have to increase
the letter of credit accordingly,

IX. Make up your own dialogue using the following
expressions:

local currency currency fluctuations

to exchange currency to make payments

to provide for payments to take into account
to adjust payments to avoid currency losses

X. Put the infinitives in brackets in the Past Continuous
Tense:

M o d e | : The company (to raise) prices for the merchandise
the whole year.
The company was raising prices for the merchandise
the whole year,

1. The management (to consider) the outflow and inflow of
capital, while they produced the new types of devices. 2. The
company (to buy) currency from the foreign exchange department,
when they dealt with the foreign firm. 3. Our partner (to provide)
for payments in local currency, when currency conversion was
allowed under the local legislation. 4. Our bank (to make) loans
to corporations when they were in need. 5. The bank (to
accept) money from depositors at that time.

XI. Paraphrase the following sentences as in the model:

Mo d el : Heintended to convert American dollars to Swiss
francs in foreign exchange departments.
He was going to convert American dollars to Swiss
francs in foreign exchange departments.

1. We intended to buy merchandise from another country
using the currency of that country. 2. Our bank intended to accept
money from depositors. 3. This bank intended to make loans to
corporations. A, We intended to provide for a currency clause in
our contract, 5. | intended to invest money into this corporation.

Xll. Translate into English using the Past Continuous Tense
(the Active Voice):

1. Ueit 6aHK HapgaBaB NO3MKKM Hawi KomnaHii 3 1995 no
1999 poku. 2. 1 maB Hamip 06MiHATK BaNIOTY B NYHKTI 0OMiHYy.
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3. Y ueil 4yac BOHM Hamaraaucb YHUKHYTU rpoluoBux BTpar. 4. Ko-
N BOHa 3aTtenedoHyBana, MU pPoO3MOBAAAM npo ¢oHAU nig-
npuemcrea. 5. Mu manu Hamip Bunnatutu Bci 6opru Ao nouart-
Ky ¢iHaHCOBOrO POKYy.

Xill. Communicative situations:

1. Money is the root of all evil.

2. Money is the guarantee of security,

3. Time is money.. (B. Franklin)

4. Money put in a bank is as safe as anything in this world can be.

Lesson 10
ECONOMIC STABILITY

L Read and memorize the following words, word-
combinations and word-groups:

circumstance — o6craBuHa
e.g. In some circumstances the President and Congress can
choose to increase taxes or reduce government spending or both,
to have serious drawbacks — matu cepiiosHi Hepgoniku
e.g. Fiscal policy solutions have several serious drawbacks,
revenue — npubyToK
e.g, A budget deficit means that the government's revenues
will be less than its expenditures, and the government's debt
will increase.
fiscal policy — dinancosa nonituka
e.g. Fiscal policy is applied by changing the level of tax
receipts relative to federal spending,
monetary policy — rpowosa nonituka
e.g. Monetary policy refers to regulating the supply of
money as a way of stabilizing the economy.
.2X receipts — rpowoBsi HaAXOAKEHHA eig onoAaTKyBaHHA
€'9' It is the responsibility of the President to control the
level of this tax receipts in the country,
budget deficit — aediuut 610axeTy
e-g- Budget deficit occurs when government's revenues
are less than its expenditures.
money supply — rpoLluoBi HaAX0AKEeHHA
e.g. A reduction in the money supply will serve to reduce
demand and lower prices.
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II. Give English equivalents of the following:

nigBULLYBaTU NOAATKU BUMNYCKaTH rpoLui
3MEeHLUYBaTN NOAATKU nonuT Ha ToBapu
cTabinisyBaTm eKOHOMIKY Aediunt Grogxery
KOHTPO/II0BaTU NOAATKU Ta BUTPATU cnag, BMpo6HULTBA

3aCTOCOBYBATUCA B NOTPiGHMIA MOMEHT
3MiHI0BaTU piBeHb rPOLLIOBUX HAAXOAKEHb
3a paxyHOK noAaTkKis

Il. Fill in the blanks with appropriate words:

1. Fiscal policy is applied by changing reduced
the level of tax receipts relative to ... . fiscal policies
2. When taxes are ..., individuals and inflation
business firms will have more money federal spending
available to spend for the things they timed
want, budget deficit
3. When properly applied, can money
provide effective tools with which to drawbacks
fight recession and .,. . circulation
A, Fiscal policy solutions have several
serious .

5. When government reduces taxes to
fight a recession, it often creates a ... .

6. The federal government can also
finance its debts by printing ...,

7. Fiscal policies must be ... so that they
are applied at the right moment.

8« There is a direct relationship between
the amount of money in and the
level of business activity.

IV. Read and translate the text:

Ever since the days of the Great Depression, the federal
government has sought to stabilize the economy.

To achieve these goals the government relies upon two
sets of «tools» or strategies: fiscal policy and monetary policy.

Fiscal Po//cy. Fiscal policy is applied by changing the
level of tax receipts relative to federal spending. It is the
responsibility of the President and Congress because they
control taxing and spending.

When taxes are reduced, individuals and business firms will
have more money available to spend for the things they want.
As business and consumer spending begins to increase, the
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economy will enter the expansion phase. If taxes are increased
consumers and business would have less to spend. This would
create a contraction in the total demand for goods that should
reduce inflation.

Fiscal Po/[/cy Has Its Critics: Many economists feel that
when properly applied, fiscal policies can provide effective
tools with which to fight recession and inflation. Others,
however, believe fiscal policy solutions have several serious
drawbacks.

— When government reduces taxes to fight a recession, it
often creates a budget deficit. That is its revenues will be less
than its expenditures, and the government's debt will increase.
When taxes are reduced, the government can still spend because
it can borrow or print money.

If the government chooses to borrow from the public to
offset a tax reduction, the money it borrows cannot be spent
by the lenders.

— The federal government can also finance its debts by
printing money.

Unfortunately, such increases in the money supply tend to
fuel inflation by pushing up prices. For that reason a number
of economists are opposed to this strategy.

Fiscal policies must be timed so that they are applied at
the right moment.

Monetary Po//cy. Monetary policy refers to regulating the
supply of money as a way of stabilizing the economy. Monetary
policy is the responsibility of the Federal Reserve System.

There is a direct relationship between the amount of money
in circulation and the level of business activity. When the mo-
ney supply is increased, consumer spending and business
spending tend to increase with it. It follows that in time of
contraction and recession, an increase in the money supply will
help to bring about economic recovery. When the opposite
situation prevails and the booming economy is pushing up
prices in an inflationary spiral, a reduction in the money supply
will serve to reduce demand and lower prices (pp, 139—147).

V. Answer the following questions:

1. What strategies does government rely upon to promote
maximum employment, production and purchasing.

2. What is fiscal policy?

3. How is fiscal policy applied?

4. In what ways could the recession be reversed?

5. What will happen when business and consumer spending
begins to increase?
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6. Can fiscal fools be used to slow the economy?
7. What serious drawbacks have fiscal policy solutions?
8. What is monetary policy?

VI. Define the terms:

revenue fiscal policy
receipts monetary policy
inflation budget deficit
recession tax

regulating the supply of money

VII. Translate into English:

1. EKOHOMICTM LWyKalOTb wWAAXiB, Wo6 crabinisysatm eKo-
HOMIKy. 2. Ana Toro wob pocartm metu crabinisauii eKoOHOMIKM,
ypAp[, 3BepTaETbCcA A0 ABOX cTpaTerid: ¢icKanbHOI Ta rpoLwoBoi
nonituky, 3. Konu nopatku 3meHwyBaTumyTbea, ¢pipmu T1a npwm-
BaTHi 0co6M MaTuMyTb Yy po3nopsgKeHHi 6inbe rpowei,
wo6 BuTpauaTH iX Ha peui, AKi BOHU XouyTb npuabatn. 4. [eski
€KOHOMICTU CTBepAKylTb, Wo ¢iHaHCOBa NONITMKA Ma€ Kinbka
cepiio3HMX Hegonikis. 5. Konu ypag 3meHwye nopaatku, BiH
moKe cteoputn aediuut 6ogKety. 6. fediuut 6loaxKety O3Ha-
Yyae, Wo npubyTKM 6yayTb MeHWMMM 3a BUTpaTH, i 3abopro-
BaHicTb ypaay 3pocte. 7. VYpag moxe noKpusatn pediuut
6t0aKeTy, Po61AuM NO3MYKKM ab0 BUMYCKAOUU HOBI rPoLLi.

8. Mpukpo, wo 36inbleHHA TrPOLWIOBOi Macu € NOLITOBXOM A0
iHpnauii, 9. IcHye npaAaMuiA 3B'A30K MiXK HasBHOIO B 06iry
KiNbKiCTIO rpowweit Ta piBHem BUPpO6GHULTBA.

VIIl. Read and dramatize the following dialogue:

A.: Can you tell what times we are living through. As | know
when people speak of prosperity and depression, they
think of things like business cycles.

BYes! The business cycle is the pattern of periodic ups and
downs of business activity.

A,: And how does the government try to stabilize the ups
and downs of the economy?

B,: In its efforts to stabilize the economy and achieve its goals
the government relies on the fiscal and monetary policy,

A.: Do you know anything about fiscal policies?

8.: Certainly, | do. Fiscal policies seek to adjust total demand
through the appropriate use of the government's powers
to tax and to spend. Fiscal policy is in the hands of the
President and Congress.
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.: Then monetary policies must be quite different.

Not exactly. Monetary policies seek to achieve similar

goals by regulating the money supply. Monetary policies

are determined by the Board of Governors of the Federal

Reserve System.

A.: And how do fiscal policies influence the events in times of
recession?

B.: In times of recession fiscal policies would call for some
combination of tax reductions and increases in government
spending.

A.: And what about monetary policies?

B.: Monetary policies in those times would seek to increase
the money supply through strategies such as the increased
purchasing of government securities by the Open Market
Committee, a lowering of discount rate, and a reduction
in the reserve ratio.

.. And what happens in the times of inflation?

.. In times of inflation both fiscal and monetary policies would
follow an opposite course.

A.: Oh! | came to know very much about some things I've

never heard before. Thanks a lot.

BYou're welcome.

© >

0 >

IX. Make up your own dialogue using the following
expressions:

to stabilize the economy to reduce inflation
to enter the expansion phase to fuel inflation

to fight recession and inflation to increase taxes
to control taxing and spending fiscal policies

to provide effective tools to reduce taxes

monetary policies

X. Change the following sentences using the Passive
Voice:

M o d e |l : At that time the government was controlling taxing.
Taxing was being controlled by the government
at that time.

1. They were stabilizing the economy during the last two
years. 2. Congress was reducing inflation the whole year.
3. The President was applying fiscal policy, while they controlled
taxing and spending. 4. They were providing effective tools
to fight recession and inflation. 5. When the government
borrowed money, it was reducing taxes.

69



Xl. Ask when and iv/iaf-quesfions using the Passive Voice:

M o d e |l : The company was being managed extremely well,
when he was president.
When was the company being managed extremely
well?

. Fiscal policy was being applied by the government
successfully at that time. 2. Taxing was being controlled by
the Congress. 3. Money was being spent by individuals and
business firms for the things they wanted, when taxes were
reduced, 4. Effective tools were being provided, when go-
vernment fought recession and inflation. 5. Debts were being
financed by the federal government, while they printed money.

Xli. Translate into English using the Past Continuous Tense
(the Passive Voice):

1 . PiBeHb NOAATKY 3MiHIOBABCA 3 JIMNHA NO BepeceHb MUHY-
NIoro poky. 2. Butpatu uboro nignNpuMemcTBa 3pocTanu, Toai fK
€KOHOMiKa BcTynana B HoBy ¢a3sy. 3. 3a uvac iHpnAuii nposa-
awnaca dickanbHa nonitMka. 4. Konu ypsag pobueB no3uku Ta
BUNYCKaB HOBI rpowi, nogatku 36inbwysanuca. 5. Nig yac o3po-
POBNEHHA EKOHOMIKM ypAAOM BWUMYCK rPOLIOBOI Macu 3MeH-
wyBaBcs.

Xlll. Communicative situations:

1. Although economists know a great deal about how to
stabilize the economy, our system still goes through periods
of expansion and contraction. Describe some of the problems
facing decision makers who are trying to use fiscal and
monetary policies to keep the economy growing steadily
but smoothy.

2. As the economy moves from «recession» to «expansion»,
what is likely to happen to wages, investment, employment,
profits?

3. During which phase of the cycle («recession» or «expan-
sion») is production increasing? Why?
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Lesson 11
THE GLOBAL ECONOMY

I Read and memorize the following words, word-
combinations and word-groups:

to benefit — oTpumyBsaTtu Kopuctb

e.g. The countries benefit because trade enables them to
exchange things they don't need for the things they do need
and want.

transaction — cnpaBa, yroga; BefeHHs AinoBux onepawii

e.g. Nations trade with one another for the same reason
that individuals and business firms within a country trade: both
sides expect to benefit from the transaction,

advantage — nepesara

e.g. A nation has a comparative advantage in the production
of an item when its opportunity costs to produce the item are
lower than those of other nations,

to restrict — o6mexxyBaTtun

e,g. Despite the many advantages of trade between nations,
most countries, including our own, often restrict that trade in
a number of ways.

revenue — npubYTOK; AxKepeno npubyTky

e.g. Through most of its history (until 1910), the United
States looked to the revenue tariff as its principal source of income,

to levy — onogartkyBatu

e.g. Protective tariffs are levied to protect a domestic
industry from foreign competition,

surplus — HagAUWoOK

e.g. Both countries expect to benefit from the transaction,
because trade enables them to exchange their surplus goods
and services.

revenue tariff — Tapu¢ Ha npubyTok

e.g. Revenue tariff are levied as a way to raise money as a
principal source of income.

protective tariff — ninbrosuit Tapud ana situmsHaHoro Bu-
pob6HMKa

e.g. The goal of the protective tariff is to make the foreign
product more expensive than a similar item produced in the
country.

dumping — gemninr; possaHTa)KyBaHHA

e.g. Selling the same product (or a lower price abroad
than at home is called dumping.

71



administrative red tape — agminictpatueHe peryniosaHHs

e.g. Administrative red tape is the deliberate use of
governmental rules and regulations to make it difficult to import
goods from abroad.

Il. Give English equivalents of the following:

oTpMMyBaTH NPUBYTOK Bif onepawiii maTtn nepesaru
cneuianisayis 3 BUPO6HULTBa AeAKUX NPUPOAHI pecypcu
TOBapiB AxXepeno npubyTry
BUPO6AATH TOBAP 3 MEHLIMMU obmerKyBaTH TOprisato
BUTPaTaMm BECTU TOpriBIo
imnopryBaT TOBap i3-3a KOPAOHY
TPaHCNOPTHI 3acobu

lll. Fill in the blanks with appropriate words:

Manufacturing can also be performed

transportation

more ... in some parts of our country supply

than in others. labor supply
Natural resources, an adequate labor ..., quotas

and ... facilities have promoted the specialize
development of certain industries in opportunity
particular regions of the country. costs
Nations will ... because of differences in tariff

terms of climate, natural resources, ..., efficiently
capital, and technology. gain
Differences make it sensible to ... tn the advantage
production of some products. administrative
A nation has a comparative ... in the red tape

production of an item when its to
produce the item of an item are lower
than those of other nations.

A ... is a duty, or tax, on imports.
Restrictions on the numbers of certain
specified goods that can enter the
country from abroad are called. . . .
Another tactic that has been used to
restrict foreign trade can be classified
as....

IV. Read and translate the text:

Nations trade with one another for the same reason that
individuals and business firms within a country trade: both
sides expect to benefit from the transaction. They benefit
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because trade enables them to exchange things they don't
need (their surplus goods and services) for the things they do
need and want. Some areas can produce things that others
cannot- Because of its warm climate and the type of soil it has,
Florida grows oranges but not wheat. Kansas grows no
oranges, but it does grow wheat. The people in Florida and
Kansas would like to have wheat and oranges, and so each
specializes in one of those crops and trades its surplus with
the other.

Manufacturing can also be performed more efficiently in
some parts of our country than in others. Natural resources, an
adequate labor supply, and transportation facilities have
promoted the development of certain industries in particular
regions of the country- For example, the computer industry is
concentrated in northern California, the steel industry developed
in western

Pennsylvania, and large automobile factories were first built
in southern Michigan.

Absolute Advantage- Nations will gain because of differences
in terms of climate, natural resources, labor supply, capital,
and technology. These differences make it sensible for them
to specialize in the production of some products and to buy
the other things they need from other countries.

Despite the many advantages of trade between nations,
most countries, including our own, often restrict that trade in
a number of yvays. Some of these ways are discussed below.

Tariffs. A tariff is a duty, or tax, on imports. There are two
basic types of tariffs. Revenue Tariffs are levied as a way to
raise money. Through most of its history (intil 1910), the
United States looked to the revenue tariff as its principal source
of income- Protective Tariffs are levied to protect a domestic
industry from foreign competition. The goal is to make the
foreign product more expensive than a similar item produced
in the United States- Then people will stop buying the foreign
made item and purchase its domestic counterpart.

Quo/as. Restrictions on the numbers of certain specified
goods that can enter the country from abroad are called quotas.
Like protective tariffs, quotas limit the amount of foreign
competition a protected industry will have to face. In the
1980's, for example, the government protected the U.S.
automobile industry by placing a quota on the number of
automobiles that could be imported from Japan.

Other Tactics. There are a number of other devices that
directly affect the flow of trade among nations. One of these is
the expect subsidy — a payment by a country to its exporters
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that enables them to sell their products abroad at a lower
price than they could sell them for at home. Selling the same
product for a lower price abroad than at home is called
dumping.

Still another tactic that has been used to restrict foreign
trade can be classified as «administrative red tape». This is the
deliberate use of governmental rules and regulations to make
it difficult to import goods from abroad (pp. 151 —155).

V. Answer the following questions:

1. Why do countries trade with each other?

2. What is absolute advantage?

3» Why do nations gain when they specialize?

4. How can you explain the term «comparative advantage»?
5. What does the law of comparative advantage explain?

6. Why do most countries restrict trade?
7. In what ways do some countries restrict trade?
8. What is tariff?
9. How can quotas restrict trade?
VI Define the terms:
transaction revenue tariff
to specialize protective tariff
to restrict trade quota
revenue expect subsidy
absolute advantage dumping
tariff administrative red tape

VII. Translate into English:

1 - [lep:kaBu BeAyTb TOPriBMO 3 TUX CAMMX MPUYMH, WO WU
npuBatHi ocobu Ta ¢ipmu. 2. [lep)KaBM OTPUMYIOTb 3UCK Big
TOpriB/li TOMy, WO BOHAa AA€ iM MOXAMBICTb O6MiHIOBAaTU Hag-
JIMWIOK TOBapy, fIKUWA BOHU BUPO6ANAIOTb, HA TOBap, Yy SKOMY
BOHM MalTb notpeby. 3. [MpupogHi 6araTtctBa, TPAHCNOPTHI
3acobu, TpyaoBi pecypcu Aanu NOLWTOBX PO3BUTKOBI OKpemMUX
BMAiIB npomucnoBocTi. 4. Pi3HMUA B KAIMaTUYHUX ymoOBax, npwu-
pogHux 6aratctBax, TPyAOBUX pecypcax 3pobuna MoOXKAUBOIO
cneuianisauilo 3 BUpPOOGHMLUTBA OKpemMux BuUAiIB ToBapiB- 5- He-
3Ba)KalouM Ha 3HA4Hi nepesarun TopriBai, 6inblwicTb KpaiH 3anpo-
BaA)Xye obmeKeHHA Ha TopriBalo. 6. YnpogoBX Ictopii cBoro
icHyaHHA CLUA posrnapann oickanbHi Tapuédu AK ronoBHe
AXKepeno Haaxoa)KeHb. 7. OnAa Toro wo6 3aXuCTUTU BITYUSHAHY
NPOMMCNOBICTb Bif, iIHO3eMHOI KOHKYpEHLLii, iCHYloTb Tapudn,
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MeTa AKUMX — 3pobuTM 3apyb6idKHMA TOBap AOPOXKUMM 33 TaKuUi
CamMuii TOBap, BUMroToBNeHU y KpaiHi. 8. KBOTM 3HMXKYIOTb piBeHb
KOHKYpeHLUii, 3 AKOW MoXe 3iTKHYTUCA BIiTYUM3HAHA NPOMMC-
NOBiCTb, 06MEe}KYIouM KiNbKiCTb iMNOPTOBAHOro TOBapy.

VIIl. Read and dramatize the following dialogue:

A.: It's amazing!

6.
A.:

B.:
: | found that my clock radio was made in Japan, my slippers

: What's amazing?

We had an assignment the other day to discover how
much we depend on foreign trade.
What's so amazing about that?

came from Taiwan, my robe from India, my comb was
made in Mexico, my sweater was from Scotland and my
shoes from Italy.

: And | want to treat you to the hot chocolate made by a

Swiss company out of cocoa beans from Ghana and
sweetened with sugar from Ecuador.

| see that we are all dependent upon the goods and
services from other countries, and imports have risen steadily
almost every year in the past,

: But why do countries trade with each other?

Trade among nations takes place for the same reasons that
it does within a nation; to obtain goods and services that
a region could not produce itself, or to obtain them at a
lower cost than they could be produced for at home. This
is explained by the principle of comparative advantage.

But I've heard that some countries put up barriers to trade
and what is the reason for that?

Despite the advantage of international trade, most nations
have erected artificial barriers to that trade- These barriers
are usually in the form of tariffs or quotas,

And how are payments made in international trade?

Imports must be paid for in a currency that is acceptable
to the seller. In order to facilitate these transactions, there
is @ market for the currencies of all trading nations. The
selling price of one nation's currency in term of the cu-
rrencies of other nations is known as its «exchange rate».
Exchange rates fluctuate in accordance with the laws of
supply and demand.

How do exchange rates' fluctuations influence the nation's
exports and imports?

When the value of a nation's currency is decreasing in
terms of other currencies, its exports are likely to increase
because they will be less expensive to people in foreign
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countries- Imports, in these circumstances, are likely to
decrease because foreign goods will become more
expensive. When a nation's currency is appreciating in
terms of other currencies, the opposite is likely to occur.

S.: | see. And why do economists look to the balance of
payments?

A.: The balance of payments summarizes the transactions that
have taken place in international trade over a given period
of time, usually one year. Economists look to the balance
of payments for clues to future trends in the value of a
nation's currency and other consequences of its foreign
trade.

IX. Make up your own dialogue using the following
expressions:

to levy protective tariffs to place a quota

to benefit from the transaction to exchange things

to specialize in the production of to be concentrated

to limit the amount of foreign to restrict trade
competition

X. Put questions to the italicized words:

Model: Our nations will be trading with one another when
governmenis of the two countries limit quotes.
When will our nations be trading with one
another?

1. They will be exchanging their products at the international
fair at this time tomorrow, 2. Our company will be manufacturing
new devices from September to November the following yean
3. The factory will be specializing in the production of automobiles
when they change the management. 4. The government of the
country will be promoting trans-portation facilities for a number
of reasons. 5. Using the expect subsidy, the government will
be affecting the flow of trade among nations.

Xl. Change the following sentences from direct into indirect
speech:

Model: He said: «They will be producing machines during
the next two years».
He said that they would be producing machines
during the next two years.
1. He said: «They will be growing vegetables the whole
season». 2. The manager said: «From now on we shall be
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promoting the development of certain industries in particular
regions». 3. She remarked: «We shall be specializing in the
production of new products from October this year to October
next year». 4. The President said: «We shall be restricting
trade in a number of ways from now on». 5. He said: «We
shall be limiting the amount of foreign competition during the
following years».

Xll. Translate into English using the Future Continuous Tense
(the Active Voice):

1. Mu 6yaemo cneuianisyBatuca 3 BUPOGHULITBA MNEBHMUX
BUAIB TOBapiB ynNnpoAOBX KibKOX HACTYyMHUX poOKiB. 2. Lia Kpai-
Ha 3 NOYaTKy W A0 KiHUA HaCTYyMHOro POKy obmexxyBatume
30BHiWHIO Toprienw. 3, Lle ¢epmepcbKe rocnoaapctso BUPO-
wyBaTMUme OBOYi BMPOAOBXK YyCbOro poKy. 4. BoHu 3acroco-
BYBaTUMyTb KBOTY Ha JAeAki BuAM IMNOPTHMX aBTOmO6inis 3
HaCTYMHOro MICALA LbOr0O POKY A0 YEPBHA HACTYMHOrO pPOKY.
5. Tapudu 3axMWATUMYTb BITUM3HAHY MPOMMCNAOBICTL MPOTA-
rom neBHOrO Yacy.

Xill. Communicative situations:

1. Trade among people and nations has occured for thousands
of years. What are the advantages of trade? Why do many
people seem to fear trade with other countries?

2. American steel production is down. Many steelworkers are
unemployed. The equipment sits idle. A bill before Congress
proposes high tariffs and quotas to protect the steel industry
from imported steel.

a) Explain how each of the following parties might respond

to the issue.
Steel industry Iron and steelwokers
Consumers Auto industry
b) Considering the position of different groups in the
economy, do you believe it would be a wise or unwise

economic decision to protect the steel industry from
foreign producers? Explain your position,

3. Describe the position you would take on high tariffs, quotas
or voluntary restraints on automobiles manufactured in Japan
if you were:

a) the owner of an American automobile company;

b) a worker in that automobile plant;

c) aconsumer interested in buying a new automobile;

d) an American manufacturer of computer parts to be sold
in Japan.
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Lesson 12
OTHER ECONOMIC SYSTEMS

I Read and memorize the following words, word.
combinations and word-groups:

to share — ginutu, posnoginatm

e.g. The utopian socialists wanted to create ideal
communities in which the factories would be owned by the
workers and profits shared by all»

to allocate resources — posnopgjinati pecypcu

e.g. In a capitalist or free enterprise economy, property is
privately owned, businesses compete to earn profits and
resources are allocated by the market according to the laws of
supply and demand.

living standard — urreBuii piseHb

e.g. Many economists feel that the most effective way to
improve living standards in developing nations is to increase
farm productivity-

free enterprise — BinbHe nignpuemcrso

e.g. American free enterprise is not the only economic
system.

Il. Give English equivalents of the following;

3aKOH NOCTaYyaHHA Ta NONUTY roJI0BHi NUTaAHHA
noninwyeaTtn poboyi ymosu coujianictu-yronictu
NigBULLLYBATU }KUTTEBUMN PiBEHb po3noainATn npubyTKn
3abe3neyyBaTi OCHOBHi Nocayru posnoainATh pecypcu
nigBULLYBaTU PiBEHb OCBITU OTPMMYBaTU NPUBYTKU

lll. Fill in the blanks with appropriate words:

In a capitalist or economy, property profits

is ... owned. production
Business competes to earn and privately
resources are allocated by the market supply
according to the laws of ... and , demand

In socialist economies the principal means provides

of... are owned by the state. free enterprise
Production in socialist countries was ... standards

in strict accordance with a government services
prepared plan. carried out
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5. The most effective way to improve living improve
... in developing nations is to increase
farm productivity.
6. Physical infrastructure refers to the facilities
needed to provide basic ... like transporta-
tion, communication, sanitation and power.

7. Increasing output ... people with the goods
and services needed to improve their living
standards.

8. In order for living standards to a
country's economic growth must increase
faster than its population.

IV. Read and translate the text:

In this chapter we will learn something about socialism and
other economic systems. In a capitalist or free enterprise eco-
nomy, property is privately owned, businesses compete to
earn profits, and resources are allocated by the market according
to the laws of supply and demand. In socialist economies the
principal means of production are owned by the state, and
resources are allocated according to a plan.

Communism is the form of socialism based on the writings
of Karl Marx practiced in the Soviet Union, China and other
countries. Socialism had its origins in Europe during the 19th
century. Working conditions in the factories of those times
were very poor. Wages were low; hours were long; and the
work was often performed by men, women and children under
physically dangerous conditions. For one group of thinkers,
who came to be known as utopian socialists, the solution to
these problems lay in the creation of small, ideal communities
in which the factories would be owned by the workers and
profits shared by all.

The process of transforming a less-developed country into
a modern state typically involves some or all of the following
activities:

— Modernizing the agricultural sector.

— Adding to the physical infrastructure.

— Increasing output and foreign trade.

— Improving education and training.

— Slowing population growth.

In order to improve living standards, a country's economic
growth must increase faster than its population. In other words,
if a nation's output over a period of time increased by 10 per-
cent, while its population increased by 15 percent, living
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standards would be worse at the end of the period than they
were at its beginning (pp.163—176)*.

V. Answer the following questions:

1. What are the differences between capitalist and socialist
economies?

2. What is «kcommunism»?

3. When and where had socialism its origin?

4. Who are «utopian socialists»?

5. What do the less developed countries need to increase
production?

VI Define the terms:

farm productivity capitalist economy
to allocate resources socialist economy
government prepared plan free enterprise
physical infrastructure living standard

VII. Translate into English:

1. EKOHOMiKa BifbHOro  nignpuemHuutBa nepepbavae
iCHyBaHHA npuBaTHOiI BAacHocTi. 2. YmoBM npaui Ha ¢abpukax
3a TMX yvacis 6ynuM ayxke noraHumu. 3. Po3B'A3aHHA UMX npo-
6nem nonsrano y CTBOPEHHi MaNeHbKUX ifiealbHUX TOBAPUCTB,
y AKux ¢abpukammu Bonoginn 6 pobiTHMKKM, a NpUOBYTOK po3-
noainanu mixk ycima. 4. Po6ota 4acTo BUKOHyBasiacA YONOBiKaMy,
KiHKamu Ta Aitbmu Yy ¢isnyHO HebesneuyHux ymosax. 5. Mpu
couianiami OCHOBHi 3acobu BUPOGHUUTBA HanexaTb AepKasi,
pecypcu pos3noginaoTtbca 3a nnaHom. 6. Lo nepepbauvae npo-
uec TpaHchopmauii 3 HU3bKMM piBHEM PO3BUTKY KpaiHW B Cy-
YacHy pAepKaBy? 7. Ona nNiaBULLEHHA XXUTTEBOro piBHA pPO3BU-
TOK EKOHOMIKM KpaiHM Ma€e nepeayBaTU 3POCTAHHIO KiNbKOCTI
HaceneHHA. 8. AKWO BUMNYCK NPOAYKUii 3a neBHUI nepiog vacy
3pic Ha 10 BiACOTKIB, a uMcenbHiCTb HaceneHHa 36inbwunaca Ha
15 BiACOTKIB, TO XWUTTEBUW piBeHb Oyae ripwwmii, HiXK 6yB Ha
no4aTKy Lboro nepioay.

VIIl. Read and dramatize the following dialogue:

A.: Look, in t986, my relatives as well as many other music
lovers were treated to an extended daylong concert fea-
turing many rock and jazz greats. The Live Aid concert
staged simultaneously in London's Wembley Stadium and
Philadelphia's JFK Stadium was beamed via satellite to
millions of viewers in Europe and America.

80



C.:

0

0

| remember the purpose of the concert. It was to raise
funds for the starving people of Africa. The sight of the
desperately hungry in Ethiopia a few years ago, and before
that in the West African region of the Sahel, shocked and
helped sensitize television viewers to the tragedy in these
lands.

: Certainly. Some scholars place the major blame for these

conditions on runaway population growth in nations of
the undeveloped world.

.: In what way do they explain it?
A.:

They explain that standards of living in many developing
nations continue to decline because the growth in
population is greater than economic growth.

No doubt. And if world economic growth continues to
average about two percent annually, nearly half the world's
people will live in countries where population growth
exceeds economic growth.

: Much of what these writers had to say was foretold by an

18th — century English economist, Thomas Malthus. In
his «Essay on Population» (1798) Malthus warned of the
dire consequences of uncontrolled population growth.

: What was his argument?
: His argument was direct and simple. While food supplies

can be increased through the addition of land and labor,
the rate of growth is in an arithmetic progression (2, 4, 6,
8, 10 and so on). But population growth expands in an
geometric progression.

: As far as | understood, given the difference between the

rate of population growth and that of production, Malthus
concluded that a large portion of humanity was doomed
to a life of misery.

: Worse yet, as the arithmetically increasing food production

fell short of satisfying the geometrically increasing
population, malnutrition and disease would take their toll
until the rising death rate restored the balance between
food and population.

Critics of Malthusian theory argue that the focus on
population misses the main causes of hunger and starvation.
The fact is that the agricultural nations grow enough to
feed themselves and the rest of the world. However, not
enough food reaches those in need because poor nations
do not have the international currency with which to
purchase it from world suppliers.
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IX. Make up your own dialogue using the following
expressions:

to allocate resources economic growth
to be increased through enormous increase in
rate of growth free enterprise

to be doomed to uncontrolled
population growth

X. Transform the negative form of fhe Present Continuous
Tense into the affirmative form of the Present Perfect Tense
(the Active Voice):

M o d e | : They are not improving the quality of life in that
country.
They have improved the quality of life in that country.
1. The firm is not increasing output and foreign trade,
2. They are not providing basic services like transportation,
communication, sanitation and power. 3. | am not performing
the work under physically dangerous conditions. A. People
are not producing modern goods and services in today's
offices and factories. 5. The manager is not coming to the
conclusion to create a small community.

Xl. Put the infinitives in brackets in the Present
Perfect Tense (the Active Voice):

1. Enterprises of that socialist country (to carry out)
production in strict accordance with a government-prepared
plan. 2. They (to increase) farm productivity in some
developing countries. 3- You (to share) profits gained at the
community owned factories. 4. Agricultural firms (to try) to
increase productivity by introducing more modern farming
techniques, fertilizers and equipment. 5. He (to find) the way
to expand farm output.

XII. Translate into English:

1. BoHu 30cepegunu CBOIO yBary Ha XMUTTEBOMY piBHI B
KpaiHax, WO po3BMBaKTbCA. 2. Yn cTtano BXKe BiAbHe nignpwu-
€EMHULTBO rO/IOBHOK E€KOHOMIYHOK CUCTEMOIO B LiNOMYy CBITi?
3. YpAp Ta OCBITAHCbKI 3aKnagu NOANINWMAM LbOrO POKY cuUCTe-
My OCBiTU #1 HaB4yaHHA. 4. Lle 3a6esneunno poboui micua Ta
TOoBapuM pAnA ekcnopty, 5. MiHictepctBo cinbcbKoro rocno-
[ApCTBa LWe He MOAEepHi3yBaso CilbCbKOrocnoAapCbKUA CeK-
TOp.
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Xlll. Communicative situations:

1. Explain why you agree or disagree with the following
theories:

a) Historical trends can be explained in economic terms
alone.
b) Labor is the only source of value,

2. Assume that you have been hired as an economic advisor
to the mythical Kingdom of Glipp. Glipp has a tropical
climate and its farmers grow bananas and other fruits much
as they have for generations. To increase production Glipp's
farmers must have modern equipment and training in new
farming methods. Glipp also has rich uranium deposits in
its interior mountains. There are no railroads or highways
into these mountains.

a) What are the basic economic problems typically facing
LDC's like the kingdom of Glipp?

b) Would you recommend any kind of central planning to
deal with these problems? Explain it.

c) llliteracy and poverty are problems. How would you
propose dealing with these problems?

d) Would you favor any nationalization in the Kingdom of
Glipp?
Explain.

Lesson 13
SOME CURRENT ECONOMIC PROBLEMS

l. Read and memorize the following words, word-
combinations and word-groups:

environment — HaBKO/IMLLHE cepeaoBULLe

e.g. Many companies acting as good citizens make efforts
to protect the environment,

pollution — 3a6bpyaHeHHs

e.g. The costs of cleaning up the damage caused by
pollution do not naturally fall on those who cause it.

acid rainfall — KucnothHwmii gouy,

e.g. Dust and moisture combine in the atmosphere to form
acids in clouds, and eventually there is an acid rainfall or
snowfall.

pesticides — nectuunamn
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chemical fertilizers — ximiuni ao6pusa

e.g. Pesticides and chemical fertilizers used by farmers and
home owners pollute streams, rivers, and ground water when
they are transported by rain-water runoff.

prohibition — 3a6opona

e.g. The prohibition of burning waste in incinerators, or
the dumping of sewage in a river, and the banning of a
pesticide are examples of this form of pollution control,

effluent fees — 36ip 3a ckngaHHsa Bigxoais

e.g. Effluent fees were levied on a factory pumping its
waste into the atmosphere and a nearby stream,

incinerator — cmirrecnanioBanbHa nly

e.g. Pollution control includes the prohibition of burning
waste in incinerators.

tax credits — ninbru 3 onogatkyBaHHA

e.g. Tax credits stimulate the producers to reduce the
amount of pollution.

Il. Give English equivalents of the following:

pobuTtu 3ycunnsn, Wwo6 3axmcTuTh Bigxoamn BUpo6HMLTBA
HaBKOJIMLLHE cepegoBuLie 6esnocepeAHe perynoBaHHA

36UTOK, 3aBAaHMI1 3a6pyAHEHHAM 3abpyaHIOBaTU PiUKK

3aBAaBaTH LUKOAU YPOXKa0 noAaTKOBUIA KpeauT

1. Fill in the blanks with appropriate words:

1. The costs of cleaning up the damage caused pollutants
by ... do not naturally fall on those who pollution
cause it. fuel

2. Burning fossil ... in cars and factories releases polluted
pollutants into the air. acid rain

3. ...kills fish and plants in lakes. drectregu-

4. Acid rain caused by ... in our country may lation
fall on other countries. tax credits

5. Water is considered ... when it cannot be
used for its intended purpose,

6. Government efforts to control pollution have
taken three forms: ..., effluent fees, ....

IV. Read and translate the text:

By the mid-twentieth century the air over urban and industrial
centers had become foul and the waters filthy.

The costs of cleaning up the damage caused by pollution
do not naturally fall on those who cause it. Though many com-
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panies acting as good citizens make efforts to protect the
environment, there is little economic incentive for them to do so.

Modern technology produces massive amounts of wastes.
Burning fossil fuel in cars and factories releases pollutants into
the air. Then dust and moisture combine in the atmosphere to
form acids in clouds, and eventually there is an acid rainfall or
snowfall. The results are deadly. Acid rain kills fish and plants
in lakes. It also builds up in the soil and damages crops. It
wears away building surfaces. Blown by winds, the acid rain
may fall far from the source of pollution. Acid rain caused by
pollutants in our country may fall on other countries. In fact,
studies indicate that about half the acid rainfall in Canada may
originate in the United States.

Water is considered polluted when it cannot be used for
its intended purpose, such as drinking, recreation, farming, or
manufacturing. Pesticides and chemical fertilizers used by farmers
and home owners pollute streams, rivers, and ground water
when they are transported by rain-water runoff.

Government efforts to control pollution have taken three
forms: direct regulation, effluent fees and tax credits.

— Direct regulation refers to government rules to protect
the environment. The prohibition of burning waste in
incinerators/ or the dumping of sewage in a river, and the
banning of a pesticide (such as DDT) are examples of this form
of pollution control. Those who fail to obey government
regulations are subject to fine, imprisonment, or both.

—  Effluent fees are charges levied on polluters for
discharging waste. For example, a factory that pumps its waste
into the atmosphere or a nearby stream will be charged on
the basis of the quantity of waste discharged.

— Tax credits enable firms to reduce their taxes in exchange
for investing in equipment that will enable them to reduce the
amount of pollution they generate (pp.187—191).

V. Answer the following questions:

1. What has created thousands of hazardous dumpis sited all
across the country?

2. What forms acid rainfall or snowfall?

1. What is the damage caused by acid rainfall?

4» May acid rain caused by pollutants in our country fall on
other countries?

5. When is water considered to be polluted?

6. What forms have government efforts taken to control
pollution?
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YI> Define the terms:

pollution environment
direct regulation effluent fees

tax credits pollution control
wastes economic incentive

VIi. Translate into English;

1 - CyyacHa NnpoOMMCNOBICTb 3a/1MLLAE BE/IUKY KiNbKicTb Bigxoais.
2. MosiTpsa 3a6pyAHIOETCA BHACNIAOK aBTOMOGINbHUX BUKUAIB
nig y4ac 3ropsHHA nanbHoro, 3. KucnotHi gowii 3rybHo pAiloTb
Ha puby Ta POC/IMHHMWA CBIiT; MOTPANJAKOYM Yy FPYHT, BOHM 3aB-
[AOTb WKoau BporKato, 4. KucnotHi gowi mMoXyTb BuNagaTtu
[aneko Bia A)epena 3abpyaHeHHA, 5. Boaa BBaKaeTbcA 3ab-
pPYAHeHOo, AKWO il He MOMHa BXXMBaTW 3a NPAMMM MpPU3HAYEH-
HAM: MWTH, BUKOPUCTOBYBATU B ¢epmepcbKOMYy rocnopapcrsi
Ta y BUpo6HMUTBI. 6. Mectnuman, ximiuHi Ao6puBa, AKi BMKOpUC-
TOBYlOTb ¢depmepu Ta BAACHUKM 3eMAi, 3abpyaHIOOTb Piky,
rpyHTOBi BOAM, 7. 3ycunna ypapy 3 KOHTPOAO 3abpyaHeHHA
HabyBaloTb Tpbox ¢opm: 6e3nocepeaHbOro peryntoBaHHA, 36ip
3a CKMAaHHA Bigxoais, nogatkosoro kpeauty, 8, Tum, XTO0 He
AOTPUMYETbCA AEPXKABHOIO PEry/NloBaHHA, 3arpoXKyloTb LwWTpad,
yB'A3HeHHA abo Te i iHwe. 9, MoaaTKoBui Kpeaut pae dipmam
MOMK/MBICTb 3MEHLIUTU CBOI NOAATKM B 06MiH Ha IHBecTyBaH-
HA B 00MagHaHHA, fAKe A[acTb M 3MOry 3MeHLUUTU KinbKicTb
Bigxopis,

VIIl. Read and dramatize the following dialogue:

A.: What do you think about the events that influenced the
population shift?

B»: Industrialization following World War | led to a population
shift from farms to the cities. In the period since World
War Il, however, technological change has deprived the
cities of many of the advantages that they once held. This
has led to the growth of suburbs and to a number of
economic problems for the cities.

A.: Do you see the ways of solving the problems of the
cities?

B>: Proposals to solve economic problems of the cities generally
call for some combination of federal, state and local
approaches to the problems. Other proposals have called
for the involvement of the business community, in part-
nership with government, as a way of solving some of the
problems of the cities.
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A.: | see, And economic growth, as well as everything in this
world, has its advantages and drawbacks. Am I right?

BYes, certainly- The principal advantage of economic growth
is that it enables the nation to increase living standards.
But economic growth also exacts a price in terms of
resources consumed and wastes that must be disposed
of.

ASo economic growth causes sometimes harmful externalities
and who is to answer for that and take measures?

8.: Unfortunately the market system does not have a way to
charge those who cause harmful externalities (such as air
and water pollution) for the costs of cleaning them up.
For that reason it has been left to government to allocate
these costs and find ways to limit the effects of harmful
externalities,

A.: Ithinkit's the duty of everybody.

B.: | fully agree with you. As polluted air dirties our clothing,
our buildings and our homes.

A.: Does this cost society money?

8«; The EPA estimated that pollution causes the average city
family to pay up to 57 dollars per year to clean and
replace soiled clothes and 20 dollars per year to repair
houses and cars, Air pollution reduces agricultural pro-
ductivity and adds to the price people must pay for food.

A.: In addition many firms are working to make more efficient
use of resources by recycling paper, aluminum and other
raw materials, while others are redesigning products to
be biodegradable or reusable.

IX. Make up your own dialogue using the following
expressions;

to solve the problem of economic growth
to cause harmful externalities to take measures

to limit the effects of harmful externalities acid rain

to make efforts to protect the environment to damage crops
to release pollutants into the air to control pollution

X. Ask questions as in the model:

Mo d e l: Askyour friend if chemical fertilizers have been
used by farmers.
Have chemical fertilizers been used by farmers?
Ask your friend:
1) if water has befen polluted in this region; 2) if massive
amounts of wastes have been produced by modern technology;
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3) if building surfaces have been worn by acid rain; 4) if those
who fail to obey government regulations have been fined;
5) if effluent fees have been levied on polluters for discharging
waste,

Xl. Ask when and w/tere-questions using the Passive Voice:

M o d e |l; Massive amounts of wastes have been produced
by this plant this year.
When have massive amounts of wastes been pro-
duced by this plant?

1. Acid has been formed in clouds and followed by acid
rainfall 2. The acid rain has been blown by winds far from the
source of pollution. 3. Chemical fertilizers have been used by
farmers very intensively in this part of the country. 4« People
who failed to obey government regulations have been fined this
year, 5. The factory that pumped its waste into the atmosphere
has been charged by the group of experts this week.

XIl. Translate into English, using the Present Perfect Tense
(the Passive Voice):

1. BenuKy KinbKicTb Bigxoais 6yno npoayKoBaHO Ta 3He-
WKOAKEHO uum nignpuemcteom. 2. BoaHi Ta 3emenbHi pe-
cypcu 6ynm 3abpypHeHi BHacNifoOK KUCNOTHUX gouwiB. 3. [loHe-
AaBHa BoZa B LA piuui BBaXKanaca 3abpyaHeHO, OCKiNbKYM i He
MO}KHa 6yno BuKopuctoByBaTM pana ¢depmepcrsa, BUPO6HU-
utBa Ta 3 (HWOM rocnogapcbkoi metoo. 4. BukopuctaHHA
nectuuympais i XimiyHMX Ao6puB y BenuKiA KinbKocti 6yno 3abo-
POHEHO ypAaaom KpaiHu. 5. Ha nianpuemctBa Ta ¢epmepis,
AKi TpMBanuii yac 3abpyaHIOBaIM HABKOJIMLWIHE cepepoBule, 6yno
HaKnapeHo wrpaod.

Xlll. Communicative situations:

1. Protecting the environment is important.

a) identify and describe potential sources of pollution in
your community;

b) describe what is being done to protect the community
from the efforts of pollution.

2. Industrialized countries produce many dangerous substances
(toxic wastes) while manufacturing the goods consumers
need and want,

a) Isit government's responsibility to control toxic waste
disposal?
Why or why not?



b) What basic strategies have governments used to regulate
industrial pollution?

c) What are «pollution credits»?
How can they be used to reduce pollution?

Lesson 14
THE ECONOMY

I. Read and memorize the following words,
word. combinations and word-groups:

economy — rocnoaapcrso

e.g. Economy refers to the sum of all our individual
production and consumption activities.

factors of production — unnHmukn Bupo6HMUTEa

e.g, In order to produce anything we need resources, or
factors of production.

opportunity costs — ontumansHi sutparm

e.g. Opportunity costs exist in all situations where available
resources are not abundant enough to satisfy all desires,

€CONOMICS — ekoHomika

e.g. Economics is often defined as the study of how to
allocate scarce resources.

production possibilities — supo6Huui MOXAMBOCTI

e. g. Production possibilities are the altemative combinations
of final goods and services that could be produced in a given
time period with all available resources and technology.

law of increasing opportunity costs — sakon spocranus
ONTUMANIbHUX BUTPAT

e.g. According to the law of increasing opportunity costs
we must give up everincreasing quantities of other good and
services in order to get more of a particular good,

economic growth — eKOHOMiYHe 3pOCTaHHA

e.g. Economic growth is an increase in output, an expansion
of production possibilities.

market mechanism — PUHKOBUWIA MexaHi3m

e.g. Market mechanism is the use of market prices and
sales to signal desired outputs.

Il. Give English equivalents of the following:

3riAHO 3 3aKOHOM 3POCTaHHA ONTUMANbHUX BUTPAT
BaXK/MBa 0co61MBICTb PUHKOBOrO MeXaHi3my
KiNbKicTb HaABHMX pecypciB o6merkeHa
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BiAMOBAATUCA BiA, MOXXINBOCTI 334,0BONbHATU 6aXKaHHA
6yTK 3MmyLIeHMM pobuTn BUGIp po3nopainAatu pecypcu
BUNYCKaTK KiHL,eBUi1 ToBap

Fill in the blanks with appropriate words;

Factors of production are the — available resources
land, labor and capital we use to inputs

produce final goods and servi- final goods

ces (...)® market prices
Unfortunately the quantity of ... is production

limited. output

Production possibilities are the alter-
native combinations of ... and ser-

vices.
Over time the quantity of resources
available for ... has also increased.

Market mechanism is the use of ...
and sales to signal desired outputs.

IV. Read and translate the text:

The economy is for us. «The economy» is simply an abstraction
that refers to the sum of all our individual production and
consumption activities. In order to produce anything, we need
resources, or factors of production. Factors of production are
the inputs — land, labor, and capital (buildings and machinery)
we use to produce final goods and services (output).

Unfortunately, the quantity of available resources is limited.
We cannot produce everything we want in the quantities we
desire. Resources are scarce relative to our desires. This fact
forces us to make difficult choices. Hence the more missiles we
build, the less of other goods and services we can produce at
the same time.

Opportunity costs exist in all situations where available
resources are not abundant enough to satisfy all our desires.

Indeed, economics is often defined as the study of how to
allocate scarce resources. The study of economics focuces on
«getting the most from what we've got», on making the best
use of our scarce resources.

Production possibilities are the alternative combinations of
final goods and services that could be produced in a given
time period with all available resources and technology.

According to the law of increasing opportunity costs we
must give up everincreasing quantities of other goods and
services in order to get more of a particular good.
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Economic growth is an increase in output; an expansion of
production possibilities.

Over time the quantity of resources available for production
has also increased. Each year our population grows a bit,
thereby enlarging the number of potential workers. Our stock
of capital equipment has increased even faster. In addition the
quality of our labor and capital resources has improved, as a
result of more education (labor) and better machinery (capital).

Market mechanism is the use of market prices and sales to
signal desired outputs (or resource allocations).

Thus the essential feature of the market mechanism is the
price signal. If you want something and have sufficient income,
you buy it. If enough people do the same thing, the total
safes of that product will rise, and perhaps its price wifi as
well. Producers, seeing sales and prices rise, will be inclined
to increase production (pp. 187—191).

V, Answer the following questions;

=

. What is «the economy»?

2. What do you need to produce the textbook and what are
these inputs called?

. Why are we compelled to choose among goods?

. How is economics often defined?

. What do we call the law according to which we must give
up everincreasing quantities of other goods and services in
order to get more of a particular good?

. What are the essentials of the market mechanism?

7. What is economics all about?

ubhw

()]

VI. Define the terms:

law of increasing opportunity costs economy
production possibilities economics

factors of production economic growth
opportunity costs market mechanism

VII, Translate into English:

1. EKOHOMiUHa HayKa BMBYA€E BUPOOHULITBO Ta CMOXKMUBAHHA.
2. YMHHMKM BUPOBHMUTBA — Le 3emMns, TPyAoOBi pecypcu, oc-
HOBHMIA Kanitan (o6bnagHaHHA Ta 6yaAiBni), AKUMKU MU KOpUCTye-
moca gna BupobHuuTBa TOBapiB i nocayr. 3. Mu He moxemo
BUrOTOBANATM BCe, WO MM b6axkaemo, | B KiNbKOCTAX, AKI Ham
noTpibHi, OCKINbKM pecypcu 3aBxau obmexkeHi. 4. Ob6me-
}KeHicTb pecypcis CTaBUTb Hac nepes Bu6opom. 5. EKOHOMIUHA
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HayKa 3aMAETbCA NUTAHHAMM PO3MILLEHHA PecypciB, AKUX He.
Ma€ B AOCTATHi KiNbKOCTi, Ta TMM, AK iX Kpalie BUKOPUCTOBY-
BaTu. 6. Ham poBoAMTbCA BiAMOBAATUCA Bif, BUMYCKY NEBHOro
BuAy ToBapy, Wo6 3abesneuntu Bunyck IHworo. 7. fonoBHum y
PUHKOBOMY MEXaHi3Mi € UMHHMK LjiH, AKWI BNAMBAE Ha po3LIU-
peHHA abo cKopouyeHHA BUpPOOHULUTBA» 8. AKWO TOBapOBUPOG-
HUKM 63aUunTUMYTb, WO NPOAAXK MEBHOro BUAY TOBapy i LiHM Ha
HbOrO 3POCTaloTb, BOHM 36inbLUyBaTUMYTb BUNYCK LibOroO TOBapy.

YMI. Read and dramatize the following dialogue:

A.: People worry about love, the weather, and the economy.
But not necessarily in that order. According to public-
opinion polls, the economy is always one of our foremost
concerns.

B.: Yes, people worry about such questions as:

— what forces shape the economy;

— what determines how many jobs will be available;
— how much income people will receive;

— what goods will be produced;

— how much pollution will be created,

A.: And | was always wondering what, if anything, we can
do to improve the economy's performance?

B.: | see. And when asked what the country's most important
problem was, three out of four Americans pointed to the
drug problem. However four out of ten cited economic
concerns, including unemployment, government spending,
budget deficits and inflation.

A.: But for many people, of course, concern for the economy
goes no further than the price of tuition or the fear of
losing a job.

B.: | can't agree with you, because many others, however,
are becoming increasingly aware that their job prospects
and the prices they pay are somehow related to national
trends in prices, unemployment, and economic growth.

A.: So you think that most of us now recognize the importance
of major economic events.

6.: Yes, and that is why so many people worry about such
abstractions as unemployment rates, inflation, economic
growth, trade deficits, and budget deficits.

A.: But despite the widespread concern for the economy,
few people really understand how it works. And you can
hardly blame them.

B.: Certainly. The significance of billion dollar changes in output
is easily lost on people who are trying to figure out how
to pay this month's rent or next semester's tuition.
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A.: You see, «the economy» as it abstract might seem, as very
much a part of our everyday lives. We spend most of our
lives working to produce the goods and services that
flow from our factories and offices.

5.. Oh! And we spend a good part of the remaining time
consuming those same goods and services. During much
of the time left over, we worry about what to produce or
consume next.

A.: Interest in the workings of the economy intensifies when
we have some immediate stake in its performance. The
loss of a job, for example, can rivet one's attention on
the causes of unemployment. A tuition increase may start
you thinking about the nature and causes of inflation.

6.: And high rents can start you thinking about the demand
for housing in relation to its supply.

A; So what we seek to determine, then, is not simply whether
we are involved in the economy — a fact nearly everyone
can accept with a shrug — but more important, how we
are involved and where our interests lie.

S.: Right you are.

IX. Make up your own dialogue using the following
expressions:
to satisfy desires available resources
to make difficult choices to allocate scarce
to get the most from what one has got resources
to make the best use of scarce resources economic growth
an expansion of production possibilities trade deficit
unemployment rates inflation

X. Change from direct into indirect speech:

Model: He said: «We used buildings and machinery rather
effectively to produce final goods and services.»
He said that they had used buildings and machinery
rather effectively to produce final goods and ser-
vices .

1. Our manager said: «We produced everything in the
quantities we desired.» 2. He said: «This fact forced us to
make difficult choices.» 3. The vice-president of marketing
said: «We did much to advertise our product.» 4. The president
of the company said: «We gave up the production of
automobiles to produce agricultural machinery.» 5. The vice-
president of production said: «We made the best use of our
resources.»
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Xl. Ask questions as in the model:

M o d e | : Ask your manager if the quantity of resources
available for production had increased.
Had the quantity of resources available for pro-
duction increased?
Ask your manager:
1) if quality of labor and capital resources had improved;
2) if total sales of that product had risen; 3) if the enterprise
had increased the production of agricultural machinery; 4) if
the firm had allocated scarce resources so as to get the highest
income; 5) if the firm had expanded its production possibilities.

Xll. Translate into English using the Past Perfect Tense (the
Active Voice):

1. Ue nianpuemctBso BAaNO pPO3MICTUNIO CBOI pecypcu Ao
TOro, AK po3no4Yano BUPOBHULTBO UuUboro ToBapy. 2. Hawa
dipma BiamoBunaca Big, BUNYCKY LbOro TOBapy, wWo6 posno-
yatu Bunyck iHworo. 3. Konu uiHM Ha uen ToBap 3pocam,
nignpuemcreo 36inbwunno i#oro Bunyck, 4. BoHu nigpaxyBanu
CBOi MaibyTHIi NpuMOYTKM [0 TOro, AK po3no4vanum BUNYCK CBOEI
npoAaykuii. 5. BiH cKasas, WO iXHE NigNPUEMCTBO BAANO NpO-
BENO pPeKNaMHYy KamnaHilo i Tomy o6carMm npoaa’Ky Lboro To-
Bapy 3pocau. 6. lMpe3npeHT KomnaHii nosigomus, wWo 6pak
pecypciB 3mycuB ix 3pobutu Bubip.

Xlll. Communicative situations:

1« What opportunity costs did you incur reading this chapter?
2. If all consumers desire air, why doesn't a market mechanism
produce it?
3. What would happen to the production possibilities if addi-
tional factors of production became available?
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Lesson 15

AGGREGATE SPENDING

l. Read and memorize the following words, word-
combinations and word-groups:

aggregate demand — saranbHuii nonut

e.g. Aggregate demand is the total quantity of output
demanded at alternative price levels in a given time period,

aggregate supply — saranbHa nponosuuis

e.g. Aggregate supply is the total quantity of output
producers are willing and able to supply at alternative price
levels in a given time period,

equilibrium — 36anancysaHHs

e.g. Equilibrium is the combination of price level and real
output that is compatible with both aggregate demand and
aggregate supply,

aggregate spending — sarasnbHi BuTpaTh

e.g. Aggregate spending is the rate of total expenditure
desired at alternative levels of income,

derived demand — noxigHwuii nonur

e.g. Derived demand is the demand for labor and other
factors of production. It results from the demand for final goods
and services produced by these factors,

consumption — cno>kusaHHa

e.g. Consumption is expenditure by consumers on final
goods and services.

disposable income (DI) — uunctuit npubytok

e.g. Disposable income is aftertax income of consumers.

Saving — HaKonuYeHHs

e.g. Saving is that part of disposable income not spent on
current consumption.

investment — insectuuyin

e.g. Investment is expenditure on new plants and equipment
in a given time period, plus changes in business inventories.

Il. Give English equivalents of the following:

KynyBaTu 3 METOI0 PO3LUMPEHHS HalimaTu pobiTHUKIB
Ta noninweHHA BUPO6HUUNX ocobucTuii npubyTok
MOXAnBocrei piBeHb 3aHATOCTI

nepeab6ayeHHA MabyTHbOro 3aranbHi BUTPATH
36yTy Ta NpUbYTKiB piBeHb LiH

3a/,0BO/IbHUTK NOTPE6U cnoXkusaya Y LbOMY PO3YMiHHi

Y4YaCHUKU PUHKOBMX BiAHOCHH
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Ne. Fitf in the blanks with appropriate words:

1. Aggregate demand is the total ... aggregate supply
of output demanded at alterative combination
price levels in a given time period. market participants
2. Equilibrium is the ... of price level expenditures
and real output that is compatible aggregate demand
with both and aggregate quantity
supply. to hire
3. ...is the total quantity of output pro - goods
ducers are willing and able to supply services
at alternative price levels in a given demand
time period. sufficiently
4. Aggregate spending is the rate of expenditure
total ... desired at alternative levels income
of income. interest rates

5. The role of business firms in factor
markets is ... available workers and
other factors of production to
produce ...and. ...

6. In fact all of the income spent in
product markets ends up as income
for....

7. Firms will ... more labor only if the
demand for the goods and services
such labor producer is ... strong.

8. Consumption decisions are influenced
by a variety of forces, including
prices, wealth and expecta-
tions.

9. Investment is ... on new plant and
equipment in a given time period,
plus changes in business inventories.

IV. Read and translate the text:

Producers have some notion of how much output they are
willing and able to produce at various price levels. Likewise,
consumers, businesses, governments, and the rest of the world
have some notion of how much output they are willing and
able to buy at different price levels. These forces of aggregate
demand and aggregate supply confront each other in the
market place. Eventually, buyers and sellers discover that only
one «price-output» combination is acceptable to both sides.
This is the «price-output» combination we designate as (macro)
equilibrium.
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At equilibrium, the aggregate quantity of goods demanded
exactly equals the aggregate quantity supplied. In the absence
of macro disturbances, the economy will gravitate toward
equilibrium — and stay there.

Dollar expenditures (total spending) are directly related to
the flow of real goods and services; the level of employment
depends on the willingness of people to spend their incomes.
Businesses hire workers only if the goods and services such
workers produce can be sold in product markets. Firms will
demand more labor only if the demand for goods and services
such labor produces is sufficiently strong.

In this sense we say that employers have a derived demand
for labor, a demand that is derived from demands for final
goods and services.

Consumer expenditures account for two-thirds of total
spending in the U.S. economy. We need to determine what
factors influence the rate of consumption and thus the potential
for achieving full employment.

Consumption decisions are influenced by a variety of forces,
including income, prices; interest rates, wealth and expectations.

Disposable income (DI) represents the amount of income
consumers can actually choose to spend or not spend (save)
in a given time period.

Business firms purchase a new plant and equipment for the
purpose of expending or improving their output capabilities;
such purchases are called fixed investment. Firms also acquire
inventories of goods that can be used to satisfy consumer
demands; such expenditures are called inventory investment.
Both forms of investment represent a demand for output and
are therefore counted as part of aggregate spending.

V. Answer the following questions:

1. What forces confront each other in the market place?

2. What is the aggregate spending?

3. How do we call the demand, that is derived from demands
for final goods and services?

. What factors influence the rate of consumption?

. What does disposable income represent?

. What do we call saving?

. What is investment?

NoOu >

VI. Define the terms;
alternative price level real output
aftertax income equilibrium
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total expenditure final goods
current consumption business inventories

VII. Translate into English:

1. 3aranbHuii nonuT i 3aranbHa NPONO3ULIA MNPOTUCTOATL
oAHe opHomy. 2. 3pelTO NOKynui Ta npoaasui 3'AcoBy-
I0Tb, WO TiNbKM €AMHA KOMbBiHALiA «uUiHa — npoayKuia» npui-
HATHA Ana o6ox crtopiH, 3. 36anaHcyBaHHA — uUe KombiHauis
pPiBHA UiH | peanbHOro BUMNYCKY NPOAYKLii, WO MNOEAHYETbCA 3
3arabHUM nonutom | 3arasbHMM noctayaHHAm. A. MoxigHui
nonut — ue notpeba B pobouii cuni Ta IHWKX YMHHUKAX BU-
pobHMUTBA, WO 3anexaTb BiA NONUTY HA KiHUEBY NPOAYKLUilO
i nocnyru, 5. CnoxuBaHHA — Ue BMUTpaTa rOTOBUX TOBapiB
i nocayr cnoxuBayamu. 6. HaABHMiII NpUBYTOK CTaHOBUTb NeB-
HY Cymy npubyTKy, AKY CMOXXMBauyi MOXYTb BUTpauaTu abo Hi
33 neBHMA nepioa. 7. HaKonuMueHHA — Ta YacTMHA YUCTOro
npubYyTKy, WO He BUTPAYAETbCA HA NOTOYHE CMOXMUBAHHSA.

VIIl. Read and dramatize the following dialogue:

A.: Tell me please, when were many Americans out of work?

C: During the Great Depression of the 1930 as many as 13
million Americans were out of work. They were capable
people and eager to work. But no one would hire them.
As sympathetic as employers might have been, they simply
could not use any more workers. Consumers were not
buying the goods and services already being produced,
Employers were more likely to cut back production and
lay off still more workers than to hire any new ones. As a
consequence, an «army of the unemployed» was created
in 1929 and continued to grow for nearly a decade. It
was not until the outbreak of World War Il that enough
jobs could be found for the unemployed, and most of
these «jobs» were in the armed forces.

A.: You see, the Great Depression was known to be the
springboard for the Keynesian approach to economic po-
licy. John Maynard Keynes concluded that the growing
ranks of unemployed persons were caused by problems
on the demand side of product markets.

C,: What was the reason?

A.: People simply were not able and willing to buy all the
goods and services the economy was capable of producing.
As a consequence, producers had no incentive to increase
output or to hire more labor. So long as the demand for
goods and services was inadequate unemployment was
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inevitable- What did Keynes seek to explain?

C.: Keynes sought to explain how a deficiency of demand
could arise, then to show how and why the government
had to intervene. Keynes was convinced that government
intervention was necessary to ensure optimal macro out-
comes. And what can you say about Keynes's theory of
macro instability?

A,: His theory of instability was developed in nominal terms,
not the real values used in aggregate supply and demand
graphs. Keynes focused on how many dollars we spend,
not on the quantity of output we purchase- Keynes asked
how many dollars people will spend and how that rate of
expenditure is related to (dollar) income. This is Keynesian
concept of aggregate spending.

IX. Make up your own dialogue using the following
expressions:

to have some notion of derived demand

to be acceptable to in a given time period
to increase output the rate of total expenditure
to result from disposable income

X. Make up one complex sentence according to the mo-
del:

Model: Ajobwasfound. He lost an incentive to work.
A job had been found before he lost an incentive
to work.

1. They were hired by managers. They made up their mind
to leave the city. 2. More workers were used by employers.
They produced the goods and services. 3. Hired workers
were laid off. Employers cut back production. 4. The «army of
unemployed» was created. Enough jobs were found. 5. Many
dollars were spent. They could produce their services.

XI. Make the following sentences passive:

1. You had laid off more workers by that time. 2. He had
developed this theory by the end of the fiscal year. 3. They
had spent a half of their saving before they returned to
the hotel. 4. People had produced much output at various
price levels by the end of the month. 5. He said that a va-
riety of forces had influenced consumption decisions by that
time.
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XIl. Translate info English:

1. MeBHa cyma rpoweii 6yna BuTpaueHa nepesg TUM, fAK
BOHM BMpiwmaK ii 3aowaautn. 2. BiH cKasas, WO MUHynOro
TUXKHA ¢ipmoto 6yno 6arato BupobaeHO TOBapiB i HajaHoO

nocayr. 3. Mu cKasanu, WO AOCTaTHIO KiNbKicTb po6oumnx micub
6yno 3HaiigeHo pana 6e3pobitHMX. 4. Yu 6Garato npoAyKuii
6yno BupobneHo Ao Toro uacy? 5. BoHu iHpopmyBanu, wo
He BCi ToBapu 6y eKCNopPTOBaHi.

Xlll. Communicative situations:

1 . What factors other than current income might influence
consumer spending? How would changes in these factors
affect the consumption function? Explain your reasoning.

2. Are current sales really ignored in investment decisions?
How might changes in current sales affect expectation or
rate of desired investment? Discuss it.

Lesson 16

INFLATION

I Read and memorize the following words, word-
combinations and word-groups:

inflation — iHdnauia

e.g, Inflation Is an increase in the average level of prices,
not a change in any specific price,

deflation — pedpnauia

e.g. A decline in average prices is a deflation,

relative price — BigHOCHa LjiHa

e.g. Relative price is the price of one good in comparison
with the price of other goods.

nominal income — HomiHanbHWii aoxoa

e.g. Nominal income is the amount of money you receive
in a particular time period.

real income — peanbHmii goxogp,

e.g. Real income is the purchasing power of that money,
as measured by the quantify of goods and services your dollars
will buy.

money illusion — rpowoea intozis

e.g. Money illusion is the use of nominal dollars rather
than real dollars to gauge changes in one's income wealth.
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Consumer Price Index — iHgeKc cnoxuBumx uiH

e.g. The most common measure of inflation is the Consumer
Price Index.

inflation rate — Temn indnau;ii

e.g. Inflation rate is the annual rate of increase in the average
price level.

price stability — crabinbHictb Lin

e.g. Price stability is the absence of significant changes in
the average price level.

demand-pull inflation — Indnsujia, cnpuumHeHa nonutom

e.g. Demand-pull inflation is an increase in the price level
initiated by excessive aggregate demand.

cost-push inflation — iHbnAUifa, cnpuunMHeHa BapTicTiO

e.g. Cost-push inflation is an increase in the price level
initiated by an increase in the cost of production.

Il. Give English equivalents of the following:

niasuweHHa LIIHU MaTU CeHC

cepepHiii piBeHb LjiH KynyBaTu pedi Ha npogax

OTPUMATK BENIMKUI1 NPUBYTOK (ans nepenpoayBaHHA)

cTabinbHi WiHM Temn iHpaaLii

nepebysatu B NpUrHiueHomy BUPOOGHMLTBO iiae Ha cnag
HacTpoi

BiApi3HATU ABMLe iHpAALIi Big,
NiABULLEHHA LiH Ha OKpeMmi
TOBapm

lll. Fillin the blanks with appropriate words:

1. Most people associate inflation average level of prices
with ... on goods and services. nominal income

2. Inflation is an increase in the ..., price increases
not a change in any specific price. relative price

3. A decline in average prices— — income
occurs when price decreases on a deflation

some goods and services outweigh real income
price increases on aN others.
4. ... is the price of one good in
comparison with the price of other
goods.
5. is the amount of money you re-
ceive in a particular time period; it
is measured in current dollars.
6. ..., by contrast, is the purchasing
power of that money as measured
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by the quantity of goods and ser-
vices your dollars will buy.

7. Money illusion is the use of nominal
dollars rather than real dollars to
gauge changes in one's ... or wealth.

IV. Read and translate the text:

Most people associate inflation with price increases on
specific goods and services. The economy is not necessarily
experiencing an inflation, however, every time the price of a
cup of coffee goes up- We must be careful to distinguish the
phenomenon of inflation from price increases for specific goods.
Inflation is an increase in the average level of prices, not a
change in any specific price.

We first determine the average price of all output — the
average price level — then look for changes in that average.
Arise in the average price is referred to as inflation.

The average price level may fall as well as rise. A decline
in average prices — a deflation — occurs when price decreases
on some goods and services outweigh price increases on all
others. Relative price is the price of one good in comparison
with the price of other goods.

Because inflation and deflation are measured in terms of
average price levels, it is possible for individual prices to rise
or fall continuously without changing the average price level.
Nominal income is the amount of money you receive in a
particular time period; it is measured in current dollars. Real
income, by contrast, is the purchasing power of that money,
as measured by the quantity of goods and services your dollars
will buy. If the number of dollars you receive every year is
always the same, your nominal income doesn't change — but
your real income will rise or fall with price changes.

There are two basic lessons about inflation to be learned:

— Not all prices rise at the same rate during an inflation.
Typically, some prices rise very rapidly, others only modestly,
and still others not at all.

— Not everyone suffers equally from inflation. Those people
who consume the goods and services that are rising faster in
price bear a greater burden of inflation; their real incomes fall
more. Other consumers bear a lesser burden, or even none at
all, depending on how fast the prices rise for the goods they
enjoy-

Money illusion is the use of nominal dollars rather than real
dollars to gauge changes in one's income or wealth.
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The most common measure of inflation is the Consumer
Price Index (CPI). As its name suggests, the CPI is a mechanism
for measuring changes in the average price of consumer goods
and services,

inflation Rate is the annual rate of increase in the average
price level.

Price stability is the absence of significant changes in the
average price level; officially defined as a rate of inflation of
less than 3 percent. Our goal of «full» employment is defined
as the lowest rate of unemployment consistent with stable
prices.

The most familiar form of inflation is called demand-pull
inflation- Demand-pull inflation is an increase in the price level
initiated by excessive aggregate demand. The name suggests
that demand is pulling the price level. If the demand for
goods and services rises faster than production, there simply
won't be enough goods and services to go around.

Cost-push inflation is an increase in the price level initiated
by an increase in the cost of production. In 1979, for example,
the Organization of Petroleum Exporting Countries (OPEC) sharply
increased the price of oil. For domestic producers, this action
meant a significant increase in the cost of producing goods and
services. Accordingly, domestic producers could no longer afford
to sell goods at prevailing prices. They had to raise prices. The
result was a cost-push inflation (pp. 157—179).

V. Answer the following questions:

. What is inflation?

What is deflation?

What is referred to as inflation?

What do we call the price of one good in comparison

with the price of other goods?

5. What is the influence of price changes on your nominal

and real income?

6. What are the two basic lessons about inflation?

What phenomenon do economists call money illusion?

8. What phenomenon do we observe when speculative profits
become too easy?

9. What is the most common measure of inflation?

10. How can we calculate the inflation rate?

11. What do we call the absence of significant changes in the
average price level?

12. What do we observe when the demand for goods and

services increases faster than production?

ARWNR

N
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VI. Define the terms:

inflation rate inflation

cost-push inflation price stability
deflation Consumer Price Index
money illusion real income
demand-pull inflation nominal income

VIl Translate into English:

1. fiBnwe iHPnAUii Tpeba Bigpi3HATU BiA NiABULLEHHA LiH Ha
oKpemi TOoBapu. 2. BnpopoBXK OCTAaHHbOro Mmicaua iHGAALIA Ha
CMOXMKBYI TOBapu 3pocna Ha 5 sBigcotkie. 3. BigHocHa uiHa —
ue uiHa OoA4HOro ToBapy B MOPIBHAHHI 3 UiHOW iHWKWX ToBapiB.
4. IHPnAuia Hakuactiwe mae micue B KpaiHax i3 HecTabinbHoOO
eKoHOoMiKolo. 5. HomiHanbHMA goxoa — ue KinbKicTb rpowen,
AKi BM OTpUMaeTe 3a neBHMii nepiop. 6. BiH pocnipgKye npo-
6nemu iHoNALIT y Wil KpaiHi BXXe npoTAarom ABOX pokKiB. 7. He
BCi LiHM nNigBULLYIOTbCA OAHAKOBO NiAg 4ac iHdAauii: peski 3po-
CTalOTb AyXKe LWBUAKO, iHWI — nomipHO, a AeAKi 30BCiMm He
3miHloTbCcA. 8. Temn iHpaaUiiT — ue WoOpiYHKIA cepegHin Temn
NiABULLLEHHA PiBHA LiiH.

VIIl. Read and dramatize the following dialogue:

T.: Haven't seen you for a long time. What are you busy with?

D.: | am making preparations for my exam in economics. By
the way | know you are competent in questions concerning
inflation. Will you help me to distinguish the phenomenon
of inflation from price increases for specific goods.

T.: With pleasure. The first thing you should take into account
is that inflation is an increase in the average level of prices,
not a change in any specific price.

D.: And what about deflation? Have you any idea about it?

T.: Well, deflation occurs when price decreases on some
goods and services outweigh price increases on all others.

D.: Thank you, Tom, there is one more point to be cleared
up. What is the difference between nominal income and
real income?

T.: Nominal income is the amount of money you receive in a
particular time period, and real income, by contrast, is
the purchasing power of that money as measured by the
quantity of goods and services your dollars will buy.

D.: | see you are really a specialist in problems connected
with inflation.

T.: Thank you for the compliment, but I'd like to draw your
attention to the fact that there are two basic lessons about
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inflation to be learned: not all prices rise at the same rate
during an inflation and not everyone suffers equally from
inflation.

D>: What do you mean by that?

l.: Typically some prices rise very rapidly, others only modestly
and still others not at all. Those people who consume the
goods and services that are rising faster in price bear a
greater burden of inflation; other consumers bear a lessen
burden, or even none at all, depending on how fast the
prices rise for the goods they enjoy.

D.: And do you know anything about the measure of inflation?

TWell, the most common measure of inflation is the
Consumer Price Index. As its name suggests the CPl is a
mechanism for measuring changes in the average price of
consumer goods and services,

D<: I'm very much obliged to you for your exhaustive expla-
nation. | think with you help Il pass my exam in a good
way. Thanks a lot.

l.: Not at all. Good luck |

D.: Why don't we go to the cafe and have a snack together?

IX. Make up your own dialogue using the
following expressions:

to experience an inflation price stability
nominal income and real income to suggest

to be measured in terms of average inflation rate
price levels to mean

to be the most familiar form of inflation money illusion

to be initiated by excessive aggregate
demand

to be initiated by an increase in the cost
of production

X. Change the following sentences using the Future Perfect
Tense:

Mo d el : Inflation will increase by 3% next month.
Inflation will have increased by 3% by the end of
the month.

1. Average price level will fall next month, 2. His nominal
income won't change next year. 3. She will finish her report
on inflation tomorrow. 4. Inflation rate will change next month.

5. Prices on specific goods and services will increase next
week.
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XIl. Complete the following sentences using the
Future Perfect Tense:

Mo del: Bythattimetomorrow....
By that time tomorrow he will have finished his
report devoted to the problems of inflation and

deflation,
1. At this time tomorrow ,.. . 2. By the end of the month
. 3. By the time you call on me .... 4. By this summer

.. 5. By the end of the year ....

XIl. Translate into English:

1. Haw HomiHanbHUiIA NPUBYTOK 3MIHUTLCA A0 KiHLUA POKY.
2. LliHK Ha aeAKi TOBapu Ta NOCAYIU 3POCTYTb A0 KiHLA TUXKHA.
3. BupobHMUTBO UMX TOBapiB 3pocTe HAa 5 BiACOTKIB A0 KiHUA
micaua. 4. LliHM Ha cnoXXuBYi TOBapyM He 3MIHATbLCA [0 KiHUA
POKy, 5. PeanbHuii npubyToKk KomnaHii 36inbwutbca Ha 10 Big-
COTKiB [0 KiHUA 61043KEeTHOro poKy.

Xlll. Communicative situations:

1. Can you identify any groups of who are particularly helped
or hurt by inflation? Explain.

2. Does an increase in the price level automatically lower
society's real income? Explain.

3. Would it be advantageous to borrow money if you expected
prices to rise? Why, or why not? Provide a numerical example.

Lesson 17

NATIONAL-INCOME ACCOUNTING

. Read and memorize the following words, word-
combinations and word-groups:

national-income accounting — o06nik HauioHanbHOro poxo-
Ay

e.g. National-income accounting is the measurement of
aggregate economic activity, particularly national income and
its components.

gross national product (GNP) — sanoswmii HauioHanbHWi1 npo-
AyKT (BHN)

e.g. Gross national product (GNP) is the total market value
of all final goods and services produced in a given time period.
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GNP per capita — BanoBuit HawioHanbHWIT NPOAYKT y PO3-
PaxyHKy Ha AyLly HaceNeHHs

e.g. GNP per capita is total population: average GNP.

intermediate goods — npomixHuii npoaykT

e.g. We must focus on the value of final goods and services
and exclude intermediate goods from our calculation.

nominal GNP — HomiHanbHuWii BaN0BMit HaLioHaNbHKIA Npo-
AYKT

e,g. Nominal GNP is the value of final output measured in
that year's prices.

real GNP — peanbHuii BanoBmii HaLioHabHUIA NPOAYKT

e.g. When we calculate real GNP! we value goods and
services at constant prices,

inflation — inpnauia

e.g. Inflation is an increase in the average level of goods
and services.

production possibilities — moxxnusocti Bupo6HULTBa

e.g. Production possibilities are the alternative combinations
of final goods and services that could be produced in a given
time period with all available resources and technology,

depreciation — amoprtuzauis

e.g. Depreciation is the consumption of capital in the pro-
duction process; the wearing out of plant and equipment,

net national product (NNP) — unctuii HauioHanbHuii npo-
AYKT

e.g. NNP is the amount of output we could consume without
reducing our stock of capital

gross investment — Banosi KanitanoBknageHHA

e.g. Gross investment is positive as long as some new
plants and equipment is being produced,

net investment — uucri iHBecTuu;i

e.g. Whenever gross investment exceeds depreciation,
net investment is positive.

exports — ekcnoprosaHi ToBapu

e.g. Exports are goods and services sold to foreign buyers,

imports — imnopToBaHi ToBapu

e.g. Imports are goods and services purchased from foreign
countries.

Il. Give English equivalents of the following:

06niK HauioHanbHOro goxoay nepeKkpyvyBaT¥ po3ymiHHA
YUCTUIT HALiOHANbHUIT NPOAYKT MOXX/IMBOCTi BUPO6GHMLTBA
BaNIOBUIA HaLiOHaIbHUIA NPOAYKT BUMIpIOBaTH B LiHax
6paTtu Ao yBaru 3miHu B piBHI LiH AOAaHa BapTicTb
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BUPOGHMLTBO roTOBUX TOBapiB i nocayr NPOMiXHi ToBapu
Ba/IOBUIA HaLiOHaNIbHUIA NPOAYKT Y pO3- amopTtusauin
paxyHKy Ha Aylly HaceneHHA

lll. Fill in the blanks with appropriate words;

1. ... is the measurement of aggregate GNP per capita
economic activity, particularly natio- nominal GNP
nal income and its components. national-income ac-
2. ...is total population: average GNP. counting
3. When we focus on domestic market intermediate goods
activity we ...in calculating GNP. inflation
4. ... are goods or services purchased depreciation
for use as input in the production of imports
final goods or services. encounter problems
5. ... is the value of final output pro-

duced in a given period, measured
in the prices of that period.

6. ... is an increase in the average levet
of prices of goods and services.

7. ... is the consumption of capital in
the production process.

8. ... are goods and services purchased
from foreign countries.

IV. Read and translate the text:

National-income accounting is the measurement of aggregate
economic activity, particularly national income and its com-
ponents. The measurement of aggregate economic activity by
national-income accounting serves two basic functions. First, it
enables us to identify economic problems. The second function
of national-income accounting is to provide an objective basis
for evaluating policy.

National-income accounts help us not only to measure the
economy but also to understand how it functions.

Gross national product (GNP) is the total market value of
all final goods and services produced in a given time period.

GNP per capita is total population: average GNP. GNP per
capita relates the total value of annual output to the number of
people who share that output; it refers to the average GNP
per person.

Even when we focus on domestic market activity we
encounter problems in calculating GNP. A very basic problem
arises from the fact the production of output typically involves
a series of distinct stages. Consider the production of bread,
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for example. For bread to reach the supermarket, the farmer
must grow some wheat, the miller must convert it to flour,
and the baker must make bread with it.

We must focus on the value of final goods and services
and exclude intermediate goods from our calculation.

Intermediate goods are goods or services purchased for
use as input in the production of final goods or services.

Nominal GNP is the value of final output produced in a
given period , measured in the prices of that period (current
prices).

To distinguish increases in the quantity of goods and services
from increases in their prices, we must construct a measure of
GNP that takes into account price level changes. We do so by
distinguishing between real GNP and nominal GNP. Nominal
GNP is the value of final output measured in that year's prices,
whereas calculating real GNP, we value goods and services at
constant prices.

Inflation is an increase in the average level of prices of
goods and services.

Production possibilities are the alternative combinations of
final goods and services that could be produced in a given
time period with all available resources and technology.

Depreciation is the consumption of capital in the production
process; the wearing out of plant and equipment. This cal-
culation leaves us with yet another measure of output; net na-
tional product (NNP). This is the amount of output we could
consume without reducing our stock of capital.

The distinction between GNP and NNP is thus mirrored in a
distinction between gross investment and net investment. Gross
investment is positive as long as some new plants and equipment
are being produced. But our stock of capital — our total collection
of plant and equipment — will not grow unless gross investment
exceeds depreciation. That is, the flow of new capital must exceed
depreciation, or our stock of capital will decline. Whenever
gross investment exceeds depreciation, net investment is positive.

Exports are goods and services sold to foreign buyers.

Imports are goods and services purchased from foreign
countries.

International trade is not a one-way street. While we export
some of our own output, we also import goods and services
from other countries. Whatever their use, imports represent
purchases of goods and services that were not produced in
their country.

The GNP accounts subtract imports from exports. The di-
fference represents net exports (pp. 85—103),
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V. Answer the following questions:

1.What are the two basic functions of national-income
accounting?

How can we determine last year's GNP?
. What is GNP per capita used for?
. What is the easiest way to calculate GNP?
. What is the difference between nominal GNP and real GNP?
. What is inflation?
. What do our production possibilities depend on?
8- Where is the distinction between GNP and NNP mirrored?
9. What represents net exports?

Noununbh,WwWN

VI. Define the terms:

national-income accounting real GNP

nominal GNP gross national product (GNP)
inflation GNP per capita

net national product (NNP) depreciation

VII. Translate into English:

1. O6niK HauioHanbHOro Ao0XoAy AOMNOMAra€ Ham He Tifb-
KW OLIHMTU EeKOHOMiKY, a W 3po3ymiTh, AK BOHa (YHKLUjio-
Hye, 2. [lopaHa BapTicTb — ue 36iNblueHHA PUHKOBOI BapTo-
CTi npoAayKuii, AKe BiAOGYBaeTbCA Ha KOXHill cTagii BUPOOGHM-
yoro npouecy. 3. Ik 3miHM ULiH BNAMBAaTUMYTb LbOIO POKY Ha
Ba/NIOBUIA HauioHanbHUn npoaykTr? 4. Ona Toro wob6 obumcau-
TM peanbHUA BaNlOBUI HALIOHA/NIbHUA NPOAYKT, HEobXiaHO oui-
HUTU TOBapu Ta NOCAYrM 3a NOCTikHMMM UiHamu, 5. Ona Toro
wo6 nigTpUmaTtM Hawi BUPOOHMYI MOMKAMBOCTI, MM NOBUHHI
NOBEpPHYTU KanitTan, AKUA MU BuUTpayaemo, 6. Lllopasy, Konau
BaNOBi KaniTaJIOBKNAA4EeHHA NEepeBULLyIOTb aMOPTU3aLLilo, YMCTI
iHBecTULii € no3UTUBHUMU. 7. Bupo6HMUI mokAuBOCTI 3ane-
}KaTb BiA, KiNIbKOCTi 3emni, npaui, Kanitany Ta Hawwux 3HaHb, fAK
BMKOPUCTAaTU HOBY TexHonorito. 8. KinbKicTb iMNOpPTHUX TOBa-
piB Ha YKpaiHCbKOMY PUHKY BNPOAOBX KiNIbKOX OCTaAHHIX POKiB
3pocna.

VIIl. Read and dramatize the following dialogue:

S.: As a future economist you ought to know certain things

about gross national product,
8.: That's what | want, | hope to make my career in economics.
S.: What do you know about GNP?
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BGNP is the total market value of all final goods and services

S.

@®

B.:

produced in a given time period,

: It is something. But you should distinguish between nominal

GNP and real GNP.

.: What do you mean by that?
: Nominal GNP is the value of final output produced in a

given period, measured in the prices of that period, whe-
reas real GNP is the value of output measured in constant
prices.

: Although prices serve as a convenient measure of market

value, they can also distort our perceptions of real output.

: You are right. Imagine what would happen to our cal-

culations of GNP if all prices were to double from one year
to the next. Suppose, for example, that the price of oranges
rose from 20 cents to 40 cents, the price of bicycles to
100 dollars and the price of airplanes to 2 million dollars
each.

.. How would such price changes affect this year's GNP?
: Obviously, the price increases would double the value of

final output. Measured GNP would rise from 1.400 million
dollars to 2.800 million dollars. Such a rise in GNP does
not reflect an increase in the quantity of goods and services
available to us. We are still producing the same quantities
only the prices of those goods have changed.

Now | understand, changes in GNP brought about by
changes in the price level can give us a distorted view of
economic reality.

: Surely we would not want to assert that our standard of

living had improved just because price increases raised
measured GNP from 1.400 million dollars to 2.800 million
dollars.

Thank you very much for your help. It's very useful in-
formation.

S.: Not at all. See you later.

IX. Make up your own dialogue using the following
expressions:
intermediate goods net investment
to determine production possibilities
gross investment to depend
standards of living to exceed
international trade exports
to be mirrored imports
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X. Change the following sentences using the Future Perfect
Tense (the Passive Voice):

M o d e | : Gross national product will be calculated next

month.
Gross national product will have been calculated
by the end of the month.

1. Prices on these goods will be set tomorrow, 2. Production
of consumer goods of this company will be reduced next month.
3. The calculation of net national product will be done next
week, 4. International trade will be rapidly developed in this
country next year, 5. New technology will be sold to this
company next year,

XIl. Use the verbs in brackets in the Future Perfect Tense
(the Passive Voice):

M o d el : GNP per capita (to calculate) by the end of the
week,
GNP per capita will have been calculated by the
end of the week,
1. Intermediate goods (to purchase) by that time tomorrow,
2. Nominal GNP (to measure) by the end of the month.
3. These goods (to export) by the end of the month, 4. Pur-
chases (to do) by tomorrow morning, 5. Production possibilities
(to reduce) by that time,

Xll. Translate into English:

1. JdopaHy BapricTb Uui€i npoaykuii 6yae o6uucneHo po
KiHUA TWXKHA, 2. HoBi iHBecTuuii 6yayTb BKNadeHi B Led NpoekT
B[O KiHUA poKy. 3, PeanbHuii BanoBui HaLiOHANbHUIA NPOAYKT
6yae obuucneHuii eKoHomicTamuM A0 KiHua micaua. 4. Ui Tosa-
pu 6yayTb fOoCTaBNEeHi nocepeAHUKaMM A0 KiHLA TUXKHSA.

5. Yropay npo KyniBno o06nagHaHHA Biaomoi HimeubKoi ¢ipmu
6yae nignucaHo yKpaiHCbKMMM NapTHEpPaMM A0 KiHLA TUXKHA.

Xlll. Communicative situations:

1. Can we increase consumption in a given year without cutting
back on either investment or government services? Under
what conditions?

2. If gross investment is not large enough to replace the capital
that depreciates in a particular year, is investment greater or
less than zero? What happens to our production possibili-
ties?
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Lesson 18

COSTLY TRANSACTIONS

L. Read and memorize the following words, word-
combinations and word-groups:

transaction — yropa, onepauis

e.g. They made transaction on buying this equipment»

commodity — To Bap, npegmeT (LULMPOKOro) BXKNTKY

e.g. From the publications we observe that you are handling
the export of a number of commodities,

consumption — cnokueaHHsA, BUTPaTK

e.g. The consumption of beer didn't go down when the
tax was raised.

pervasive — L0 NoLWMPIOETLCA, MPOHUKAE CKPi3b

e.g. Transaction costs are pervasive.

gains — poxia, npubyToK; BUrpaLl; BUroaa, 3uck

e.g. They obtained gains from exchange of goods.

to evolve — possusatuca), posropratu(ca); cteoproBaTh

e.g. He has evolved a new plan.

indirect trade — Henpama Toprisna

e.g. When transactions are costly, indirect trade rather
than direct trade will lower transaction costs,

intermediary — nocepegHuk

e.g. The important social arrangements that set up indirect
trade are the use of money and the use of intermediaries,
household — cim's, somawHe rocnogapcreo
e.g. Firms and households also lower certain kinds of

transaction costs by organizing economic activity in particular
ways.

to undermine — nigpusary, pylinysatu

e.g. The President's enemies are spreading rumours to
undermine his authority,

uncertainty — HeBu3HaueHicTb

e.g. Uncertainty about what can and cannot be done
undermines the gains from exchange or specialization,

to exclude — suknouatn

e.g. We can exclude the possibility that the money won't
arrive.

restriction — o6merkeHHA

e.g. Are there restrictions in the consumption of alcohol in
your country?

appropriate — HanexHui4, BignosigHWi
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e.g. Every economy whether capitalist, socialist, communist,
or traditional, has to decide how it will create the appropriate
sort of expectations about future use.

property rights — npasa eaacHocri

e.g. Every economy has to develop something like property
rights.

Il. Give English equivalents of the following:

obmerKeHi pecypcm npaAma Toprisnsa
N0AMN, WO Ail0Tb Y BAACHUX iHTEpPecax HenpAama Topriens
nepeBso3nTU TOBapu 3HMKYBaTH BUTPaTH
NPOAYKTUBHI pecypcu CTBOpPIOBaTU NpaBuna
3MeHLUYBaTH BUrpaLl npasa BAaCHOCTI

BMTPaTH, NOB'A3aHi 3 yroaoto

MIL. Fill in the blanks with appropriate words:

@ Resources used ... from one location social arrangements
to another cannot be used to pro- self-interested indivi-
duce commodities that individuals duals
might consume, to transport commo-

, ... are the opportunity costs of dities
using productive resources in making an intermediary
trades rather than in producing transaction costs
goods and services for consumption property rights
or an intermediary other services, lower transaction

, The two important ... that set up in- costs

direct trade are the use of money
and the use of intermediaries.

. is a person or organization that
specializes in trading rather than pro-
ducing goods.

The gains from exchange and specia-
lization can only be fully realized if

have future interests or expecta-
tions.
These kinds of expectations are refe-
rredtoas....

Firms and households also by or.

ganizing economic activity in parti-
cular ways.

IV. Read and translate the text:

Transacting often takes more time? scarce resources that
might have been used to produce goods service.are frequently

114



used in transacting. For instance, resources used to transport
commodities from one location to another cannot be used to
produce commodities that individuals might consume. In this
case, exchange will have an opportunity cost in terms of the
other uses to which these resources could have been put.

Transaction costs are the opportunity costs of using pro-
ductive resources (including time and effort) in making trades
rather than in producing goods and services for consumption
or other purposes.

Transaction costs are so pervasive and the gains from
exchange and specialization so great, however, that social
arrangements have evolved in order to lower transaction costs
for everyone. In general, when transctions are costly, indirect
trade rather than direct trade will lower transaction costs. The
two important social arrangements that set up indirect trade
are the use of money and the use of intermediaries. Money is
the thing that is commonly used in virtually all transactions
consequently, it is frequently referred to as the medium of
exchange- An intermediary is a person or organization that
specializes in trading rather than producing goods, thereby
lowering the costs of transactions for any non-specialists who
use the services of the intermediary. Frequently intermediaries
are called middlemen. Firms and households also lower certain
kinds of transaction costs by organizing economic activity in
particular ways. Finally, when uncertainty about what can and
cannot be done undermines the gains from exchange or
specialization a society may evolve rules in an effort to lower
the costs associated with uncertainty.

The gains from exchange and specialization can only be
fully realized if self-interested individuals have future interests
or expectations. These expectations are of three sorts:

expectations about the right to exclude;

expectations about the right to consume with minimal
restrictions;

expectations about the right to transfer.

These kinds of expectations are referred to as property
rights. Every economy, whether capitalist, socialist, communist,
or traditional, has to decide how it will create the appropriate
sort of expectations about future use.

In this sense every economy has to develop something
like property rights (pp. 53—70)..

#B ypokax 18—20 nogamo nocunaHHA Ha BugaHHAa: Contemporary
Economics/ Ed. by James R. Kearl-Clenvien, lllinois, Boston, London.
Scott, Foresman and Co., 1989.
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V. Answer the following questions;

1. What are transaction costs?

. Why have social arrangements evolved?

. What are the important social arrangements that set up
indirect trade?

. What is money?

. What is an intermediary?

. What may a society evolve in an effort to lower the costs?

. What other social arrangements lower transaction costs?

. What kinds of expectations are referred to property
rights?

w N
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VI. Define the terms:

direct trade intermediary
commodity firm
property rights indirect trade
consumption

VII. Translate into English:

1. Tpowi — ue Te, WO BUKOPUCTOBYETHCA MNPAKTUYHO B
ycix yropgax, 2. MNocepegHuk opep:kaB 10 BigcoTkiB Big npoaa-
Ky uboro TtoBapy. 3, ®Pipmum ra AomawHi rocnogapctBa Ta-
KOX 3HWKYIOTb NeBHi BMAW BUTPAT WAAXOM o0cob6auBOi opra-
Hi3auii eKoOHOMIYHOiI AianbHoCcTi. 4. [lBOMa Ba*KAMBMMWU UYNHHMU-
Kamu, Wo 3abesneuyyioTb HenpAmy TOpriBalo, € rpowi i noce-
pegHuMKKU. 5. Yroay npo KyniBnw o06nagHaHHA  6pUTAHCLKOI
dipmu 6yae nignucaHo HanpuKiHWi TUXKHA. 6. 3aranom, Koau
uiHa yrogu € Be/IMKOIO, Henpama Topriensa, 6inbl, HiXX npama
TOpriBNA, 3HUXKYBaTUMe BUTPaATH, NOB'A3aHi 3 yrogow. 7. byab-
fIKa EeKOHOMiKa Ma€E BUPIWNTU, AK BUNPaBAATU CNOAIBAaHHA Ha
maiibyTHe. 8. La ¢ipma yKnapgae yrogu npamo, 6e3 nocepepg-
HUKIB.

VIIl. Read and dramatize the following dialogue:

Mr. Brown; Good morning, Mr. Popovych.

Mr. Popovych: Good morning, Mr. Brown. The weather is
fine today, isn't it? | couldn't help enjoying a bit of
fresh air walking to the office. Do you always have this
kind weather in February?

Atr.B.: Yes, as a matter of fact we do.

Mr.P.: You're lucky to have so much warmth. | hear it's 15°C
of frost in our country these days.
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Mr,B,: Oh, is it? Then let's make use of all this warmth to the
benefit of our two companies- By the way we discussed
our transaction yesterday afternoon but didn't clear up
some points. Do you find our prices competitive?

Mr.P.: Not quite, I'm afraid. First of all let's start from the very
beginning. There is no objection to the price being
fixed and payment being effected in dollars.

Mr.BOf course not.

Mr.P.: Secondly, all prices should be firm and we're going to
pay cash. That's very beneficial to you; isn't it?

Mr.B.: Yes, quite so- But can we revert to the matter later?

Mr.P.: Tomorrow?

Mr.B.: May be tomorrow or this afternoon.

Mr.P.: O.K.

Mr.B,: What about the down payment?

Mr.P.: | think there's nothing to discuss; it stands as is given
in the draft contract: 5% against the documents specified
in the contract,

Mr.B.: | agree,

Mr,P.: And the last but not the least point. Tll be frank with
you, Mr. Brown, f was going to ask for an 9% discount
off the price. Bearing in mind the above however, and
if you agree to all the prices remaining firm, I'm prepared
to have only a 5% discount, that is to cut it almost by
half. See?

Mr.B.: Well, Mr. Popovych, | must admit you've taken me
somewhat by surprise, but f see your point and | can
say if you give us time to study your draft contract and
all your suggestions, | hope we could settle all the
outstanding problems concerning the price and the
terms of payment satisfactory to both parties.

Mr .P.: Agreed. There's nothing left for us to do but go on,
is there?

Mr.B.: I'm of the same opinion, Mr, Popovych.

Mr.P.: Our next meeting will be tomorrow at 10 as usual.

Good-bye.

Mr.B,: Good-bye.

IX. Make up your own dialogue using the following
expressions:
to transact property rights
commodities to suggest
indirect trade to settle down
middleman beneficial
restrictions to fix the price
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X. Combine the given two sentences into one using the
Present Perfect Continuous Tense:

Model: Partners began to make the transaction on buying
this equipment 20 minutes ago. They are still making
it.

Partners have been making the transaction for 20
minutes.

1. They began to obtain gains from the realization of these
goods a month ago. They are still obtaining them. 2. They
began to raise taxes on some commodities two weeks ago.
They are still raising them, 3. Intermediaries began to lower
transaction costs a few.hours ago- They are stiff lowering them,

4. This company began to make restrictions on buying some

goods a year ago. It is stil making them, 5. They began

to develop indirect trade some years ago. They are still
developing it,

XI. Complete the following sentences as in the model:

M o d e | : They have been making the transaction ....
They have been making the transaction for an
hour (since the manager come, since 8 o'clock,
etc),

1. They have been transporting commodities ,,, , 2. This

company has been realizing its goods through middlemen ... .

3. Ukrainian economy has been developing property rights ...,

4. This firm has been lowering the costs of transaction >>. .

5. Both partners have been making important arrangements

Xll. Translate into English:

1. Henpama Toprisna po3suBaeTbca & YKpaiHi Bxe nporta-
rom KinbKox pokis. 2. Lia KomnaHia oTpumye Burogy Big, Kynisni
06n1agHaHHA BMNPOAOBXK ABOX MicauiB. 3. 3axigHi Aep)kasu no-
CTayalTb B YKpaiHy Pi3HOMaHITHIi CNOXKWBYI TOBapW, NOYMHAlO-
un 3 1992 poKy. 4. 3 camoro paHKy BOHU 06roBopIOIOTb
BUTPATM Ha KyniBAw HeobxigHMX TexHonoriii. 5. BiH npautoe
nocepeaHUKOM Y Uil KOMNaHii BXXe BNIPOAOBX TPbOX POKIB,

Xlll. Communicative situations;

1. Computer software frequently comes packaged with an
agreement attached to the outside that reads something
tike the following:

«The purchaser agrees, upon opening this package, not to
copy or distribute the enclosed materials to anyone else».

11.8



Why is this kind of message attached to software boxes but
not to boxes of cereal?

How effective do you suppose this agreement is?

What kinds of arrangement would make it more effective?

2. Middlemen or intermediaries are frequently the burnt of
charges that they do nothing except contribute to high
prices»

Are prices higher or lower because of middlemen?

If prices were higher because of middlemen would it still
make sense to trade through them rather than engaging in
direct trade?

Lesson 19

MEASURING ECONOMIC ACTIVITY

L Read and memorize fhe following words, word-combi-
nations and word-groups:

measures of economic activity — nokasHuMKM eKoHOMIUHOI
BianbHoCcTi

e.g. Understanding how an economy works and carefully
examining different perspectives on the economy frequently
require quantitative measures of economic activity,

to lower — 3umysatu(ca)

e.g. The stocks lowered in value,

unit of account — oguHuua obuncnekHs

e.g. Money is frequently used as a unit of account,

to quote a price in terms of smth. — susHauaty uiny B
YOMYCb

e.g. When prices are quoted in terms of the domestic unit
of account it is easy to determine how many units of one
good trade for another,

implicit — He BupaxeHuii npamo, npuxosaHuii

exchange ratio — miHoBe BigHOwWeHHA

e.g. This implicit exchange ratio of goods for goods is the
relative price.

relative price — BigHOCHa UiHa

e.g. Relative prices play an important role in the decisions
that individuals make,

purchase — kynisns

e.g. | have some purchases to make,

microeconomics — mikpoeKkoHOMiKa
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e.g> The study of what determines relative prices and what
happens when relative prices change is called microeconimics.
aggregate price level — zaranbHuii piseHb LiH
e.g. Itis often useful to have a measure of the general or
aggregate price level in addition to measures of specific relative
prices.
price index — ingekc uiH
e.g. The price level is measured using a price index,
market prices — puHkoBi LjiHK
e.g. A price index is usually created by pricing a basket of
goods at market prices in a base year,
to normalize expenditures — HopmysaTu BuTpaTn
e.g. The expenditures at each subsequent date are also
normalized, using the base period expenditures,
current prices — icHytoui LiHK
e.g. The same basket of goods is priced at current market
prices at subsequent dates.
aggregate output — cykynHuii 06car BupobHMLTBA
e.g. Aggregate output is the way to measure the dollar
value or the total production of goods and services in an
economy,
to evaluate — oujHioBatn
e.g. These goods were evaluated at current market prices.
to deflate — sHuxyBaTh LiHK
e.g. A price index can be used to create a measure of real
aggregate output, real GNP, by deflating nominal GNP.

Il. Give English equivalents of the following:

BMU3HAYaTK LliHY B YOMYCb 0AMHULA 06UnCNeHHs
npuxoBaHe MiHOBe BiAHOLIEHHA BU3HA4aTH BiAHOCHI LiHK
MaTM LliHY Ha iCHYIOUOMY PUHKY 3arasibHUI piBeHb LiiH
HOpMani3yBaTi BUTPaTH 3a PUHKOBMMMU LiiHaMu
CYKYNnHUI o6car Bupo6HMuUTBa IHAEKC WiH

iHAEKC UiH 3pocTaE abo 3HK-
»KyeTbcAa (napae)

lll. Fill in the blanks with appropriate words:

1. Money often becomes a convenient are quoted in terms
way of ... microeconomics

2. When prices ... of the domestic unit measuring economic
of account it is easy to determine activity
how many units of one good trade the relative price
for another.
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3. The implicit exchange ratio of goods aggregate price le-
for goodsiis ... . vel
4. The study of what determines relative aggregate output
prices and what happens when rela- a price index
tive prices change is called ... . the Gross National
5. Itis often useful to have a measure of Product
the general or ... in addition to mea-
sures of specific relative prices.
6. ...is usually created by pricing a
basket of goods at market prices in
a base year.
7. ... or national income are ways to
measure the dollar value or the total
production of goods and services in
an economy.
8. A common measure of aggregate
output, domestic product, or natio-
nal income is which is the dollar
value of output in an economy over
a one-year period evaluated at cu-
rrent dollar prices.

IY. Read and translate the text:

Understanding how an economy works and carefully
examining different perspectives on the economy frequently
require quantitative measures of economic activity.

Money is important to an economy because it lowers
transaction costs, thereby increasing the gains to individuals
from exchange and specialization. Once money has developed
in an economy, however, it serves other very useful roles. One
of the most important of these roles is that money often becomes
a convenient way of measuring economic activity. That is,
money is frequently used as a unit of account.

When prices are quoted in terms of the domestic unit of
account ii is easy to determine how many units of one good
trade for another. This implicit exchange ratio of goods for
goods is the relative price.

The study of what determines relative prices and what
happens when relative prices change is called microeconomics
(or; sometimes, price theory). While relative prices are of
great importance, in an economy that produces tens of
thousands of goods, it is useful to have some idea of what is
happening to the prices of all goods taken together, particularly
when comparing changes in prices through time. That is, it
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often useful to have a measure of the general or aggregate
price level in addition to measures of specific relative prices.

The price level is measured using a price index. A price
index is usually created by pricing a basket of goods at market
prices in a base year and normalizing the expenditures on
those goods to 100. The same basket of goods is priced at
current market prices at subsequent dates. The difference in
the expenditures on the basket from those made in the base
year indicates the changes that have occurred in the price
level. The expenditures at each subsequent date are also
normalized, using the base period expenditures so that the
price index begins at 100 and then moves upward or downward
depending upon whether there is inflation or deflation.

Aggregate output, domestic product, or national income
are ways to measure the dollar value of the total production of
goods and services in an economy, A common measure of
aggregate output, domestic product, or national income is the
Gross National Product (GNP), which is the dollar value of
output in an economy over a one-year period evaluated at
current dollar prices, A price index can be used to create a
measure of real aggregate output, real GNP, by deflating nominal
GNP. If an economy imports goods and services, the individuals
within the economy have more goods and services to consume
than those produced within the economy, while if an economy
exports goods and services, the individuals within the economy
have fewer goods and services to consume. Therefore, whether
more or fewer goods and services are available than those
produced within the economy will depend upon whether exports
exceed imports or imports exceed exports (pp. 89—103).,

V Answer the following questions:

. Why can money be used to measure economic activity?
. What is the relative price?
. What do relative prices measure?
. What is called microeconomics?
. Why is it useful to have a measure of the aggregate price level?
. What is price index usually created by? What is the Gross
National Product? What can a price index be used for?

AUV D WN R

VI. Define the terms:

commodity aggregate output
microeconomics relative prices
price index imports

market prices exports
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VII. Translate info English:

1. UiHa, Aka 6yna BM3HaueHa Ha Uei ToBap, BUABUANACA AyKe

BUCOKOI0. 2. AAKOGM y HUX 6yB BUGip, BOHM 3aKynuau 6 obnagHaH-

HA

3a TBepaAMMHM IJ,iHaMM. 3. CnoXKMBaHHA NanuBa 3MEHLKUNOCb Yy

3B'A3KY 3 NiABULEHHAM noaaTkie. 4. Ik BU OLiHIOETe KyniBe/bHY
CNPOMOXKHICTb L{iEl KOMnaHii? 5. 3aTpumka y nocTayaHHi cno-
KMBUMX TOBapiB NepeBulMNa ABa TUXKHI, 6. Mpowi — BuUrigHUn
3aci6 BUMiplOBaHHA pe3ynbTaTiB eKOHOMIYHOI AianbHOCTI. 7. 3MiHU
Yy BiAHOCHMX LiHAX BiA06paXKaloTb 3MiHU B a/IbTEPHATUBHUX LiHAX,
8. BiH BMBYa€E MiKPOEKOHOMIKY B¥Ke BNPOAO0BK ABOX POKiB.

® >

P

VIIl. Read and dramatize the following dialogue:

: You know that the radical reform of our national economy

may be realized on the basis of a new price formation
system, setting up a single market.

: Yes, | know it perfectly. What's beyond me is why

should try to invent the bicycle when it was already done
ages ago. Why can't we study the experience of the
common market thoroughly and apply it to our reality
with corresponding alterations. Surely it may be much
easier and help avoid possible mistakes and miscalculations.
| agree with you. They have a wide experience in this
field. And it took them over 40 years at that. Since the
EEC was created in 1957 they have had several stages in
developing their collective currency unit.

: One thing's absolutely clear. We can't do it in a day. It

may take quite a long time.
Again | agree with you there.

And we must have a really common currency unit for our
trading community instead of the existing currency.

Naturally our existing currency should be covered by the
amount of goods produced, 1. e. we should check, fight
down so to say, the inflationary process first of all.

: How serious is it in our country?
: Some say 2%, others up to 6%. No one knows exactly.

There're many terms in our economic literature concerning
currency. Let's see which is which. First, what is hard
currency and soft currency?

: Hard currency is defined as one that is reliable and stable,

which is why it is readily accepted by foreign countries in
payment for goods or of debt. Soft currency is defined as
one that is not convertible to gold or into certain other
currencies which are more in demand as it is likely to fall in
value usually because of an adverse trade balance.

123



.. What foreign exchange belongs to hard currency?
Currencies of almost all advanced industrialized countries
and even of some developing or as they are now called
newly-industriatized countries like Singapore or South Korea.
| can't enumerate them all, but one thing's quite clear, that
the US dollar, the Japanese yen and the Deutsche mark
are most popular and more or less reliable at that.

B.: I'm not an expert in financial matters, but | think that the
real exchange rate is necessary not only in respect of hard
currencies but in respect of clearing currencies as well.

: What does a real exchange rate impiy?

Perhaps | won't be able to answer your question properly

but | know that monetary exchange is impossible without

the real exchange rate; and there must be several stages;
but first is the convertibility of our currency inside this
country.

A.: What does that mean?

B.: That means that our enterprises must have a chance to buy
foreign currency for our currency to pay for their machinery
imports to modernize their factories,

A.: How can that be achieved?

B.: A domestic monetary market should be created or a

cu- rrency exchange should be allowed.

A.: That's a good prospect but it seems far away to me.

B.: Idon't think it'll take much time.

> w

® >

IX. Make up your own dialogue using the following
expressions:

measures of economic activity price index

to consume relative prices
market prices to export
to be measured expenditures
opportunity costs to normalize
unit of account to exceed
useful prices
to import current
X. Complete the following sentences as in the model using

the Past Perfect Continuous Tense:

Model: He had been studying microeconomics for 2 years ... .
He had been studying microeconomics for 2 years
before he passed the exam (by that time, etc.).

1. They had been quoting prices on these goods for an
hour ... . 2. This company had been lowering stocks in value
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for 2 hours ... . 3. They had been discussing current prices (or
20 minutes ... . 4. We had been talking about the aggregate
output for half on hour .. . 5. They had been establishing
price index for an hour ....

Xl Ask questions to which the following statements are
answers:

M o d e | : They had been discussing market prices for half an
hour before he came.
How long had they been discussing market prices?
1. He had been calculating expenditures for 20 minutes
before the manager came. 2. We had been discussing current
prices on this equipment for an hour by that time. 3- They
had been talking about the contract on different commodities
for 15 minutes before the chief came. 4. | had been making
purchases for half an hour before he came. 5. They had been
talking about different measures of economic activity for 15
minutes before | came back.

XIl. Translate into English:

1. BoHu 06rosoptoBanm 3araibHUA piBeHb LiH yNnpoAoBx 20
XBUAUH Nepes, TUM, AK noBepHyBcA wed. 2. BoHU 3HMKyBanu
LiHW Ha TOBapM BXXe BNPOAOBXK MicAua fo Toro 4acy. 3. BiH
nigpaxosyBaB BUTPATM KOMMAHii BNPOAOBX ABOX FOAUH nepep,
TMM, fIK noBepHyBcA 3aBigyBau Biaainy. 4. Mwu ob6rosopioBanu
iCHylodi UiHM Ha TOBapuM nNpoOTArom MiBrOAWHM A[O TOrO uacy.
5. BiH peTenbHO BMBYaB PUHKOBI LUiHW Ha 06MagHAHHA NpoTA-
rom roguHu nepeg, TMm, K NoBepHyBcsA Horo wed.

Xlll. Communicative situation:

If the price index increases from $50 to 180 in a single year,
are the individuals living within the economy worse off or
better off?
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Lesson 20

EXCHANGE AND SPECIALIZATION

I. Read and memorize the following words, word-
combinations and word-groups:

gain — npnbyTOoK, BUrpaLy, 3ucK

e.g. An economy exists because there are gains from
exchange and specialization,

exchange — o6min

e.g. We would like to continue this trend of an educational
exchange among teachers of our 2 countries,

specialization — cneuianizauis

e.g, Generally specialization leads to an increase in the
production of goods and services,

to value — oujHioBaTtn

e.g. He valued the house for me at 20,000 pounds,

well-being — po6pobyT

e.g. Exchange and specialization between individuals
increase the well-being of individuals within an economy,

to interact — B3aemopjisatu

e.g. Individuals sometimes interact in cooperative ways
with other individuals.

explicit — uiTkuii, TouHwmii

e.g. He was quite explicit about the matter,

to facilitate — nonerwysatu, gonomarati, cnpuatm
e.g. Modern inventions have facilitated housework.

measurable — sumipHnii

e.g. We came within measurable distance of success,

subjective — cy6'ekTBHuit

e.g. Gains from exchange are not merely subjective,

to provide an incentive — 3a6esneuysatu ctumyn, 3aoxo-
yyBaTU

e.g. It provides an incentive for individuals to facilitate the
exchanges among other individuals,

preference — ynogo6aHns; nepesara

e.g. | should choose this in preference to any other,

to enhance — 36inblwyBsat, nocunioBaTH, NiABMLLYBaTH

e.g. That someone's well-being is enhanced by exchange
does not imply that another person's well-being is undermined,

to induce — cnonykatu, crumyniosatm

e.g. What induced you to do such a thing,

to take advantage of smth. — ckopucratucs 3 yorocb
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e.g. We shall take advantage of the situation,
comparative advantage — sigHocHa nepesara
e.g. An individual will be relatively better or have a

comparative advantage,
share — vacrka, nait

e.g. We shall all have a share in the profits,

benefit — npuHocuT/oTpMMyBaTH KOpUCTL

e.g. The new railway will benefit the district,

to imply — osHauatu, matu Ha yBasi; nepeabauatn
e.g, Silence sometimes implies consent.

II. Give English equivalents of the following:

NPUHOCUTM KOPUCTb NapTHepam no
yroai

3UCK Big O06MiHY Ta cneujianisauii

obmiHloBaTUCA pecypcamu Ta
TOBapamu

B3aEMOAIATU LWNAXOM cniBnpaui

BUpa3He 6akaHHA cniBnNpautoBaTh

cnpuATK 06MiHy Ta cneuianisauii

yacTKa npubyTkis

nigsuwysatn  [o6pobyT

3abesneuyBatm CTUMYAN

CKOpUCTaTMCA 3 Npu-
6yTKiB

nepep6ayatM 3anexHicTb

36inblyBaTUCA 3aBAAKU
06MiHy

MIl. Fill in the blanks with appropriate words:

> Exchanges or trades of this sort

increase ...

. If individuals can freely ..., they

can specialize in particular pro-
duction activities.

.Individuals sometimes ... with
other individuals even though
there is no explicit intention
to cooperate.

, It provides an incentive for indi-

viduals ... among other indivi-
duals.

It is impossible ... from speciali-
zation without being witling to

exchange.

, Trade between nations will also

. and will depend upon com-
parative advantage.
Specialization ... on others for

the goods that one might have

produced but for which one
trades.

interact in apparently coo-
perative ways

to facilitate the exchanges

individual well-being

implies dependence

exchange resources and
goods

to take a dvantage of the
gains

benefit all trading partners
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IV. Read and translate the text:

An economy exists because there are gains from exchange
and from specialization that link individuals together in
extraordinarily important ways. There are two kinds of gains.

First, if individuals are free to exchange goods and resources,
they can give up those things they value relatively less in
exchange for those things that they value relatively more.
Exchanges or trades of this sort increase individual well-being.

Second, if individuals can freely exchange resources and
goods, they can specialize in particular production activities.
Generally, specialization leads to an increase in the production
of goods and services even if the resources that an economy
has do not change. As a consequence, specialization will also
increase individual well-being.

These two ideas, exchange and specialization, are the
topics of this chapter- It is simply not possible to understand
how possibly a market economy works without a clear
understanding of why it is that individuals sometimes interact
in apparently cooperative ways with other individuals even
though there is no explicit intention to cooperate. But simply,
exchange and specialization are the bases of economic activity
for any society, although there may be a number of different
ways that societies can choose to organize so as to facilitate
exchange and specialization.

Individuals are better-off when they have opportunities to
trade. While well-being is not always measurable, some of
the gains from exchange can be measured; they are not merely
subjective- This is important because it provides an incentive
for individuals to facilitate the exchanges among other indi-
viduals. The more different individual tastes and preferences are,
the greater will be the potential gains from exchange between
the individuals.

Just because someone's well-being is enhanced by exchange
does not imply that another person's well-being is undermined.

Exchange induces individuals to specialize so as to minimize
the costs of producing goods.

So long as individuals are different from one another, each
will have a comparative advantage relative to some other
person in at least one activity.

The gains from exchange and specializaton need not be
equally divided among those who trade and specialize. Indeed,
as relative prices change, the division of the gains will also
change. Higher relative prices for the goods you are specialized
in producing will increase your share of the gains, while tower
relative prices for the same goods will decrease your share.
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Specialization implies dependence on others for the goods
that one might have produced but for which one trades. In
this important sense, specialization and exchange link individuals
together creating an economy (pp. 24—37)»

V. Answer the following questions:

1. What is exchange?

2. What is specialization?

3- Why do exchange and specialization increase individual
well-being?

4. Are exchange and specialization the bases of economic
activity for any society?

5. In what sense does exchange make an economy better-off?

6. What do gains from exchange and specialization depend on?

7. What does specialization imply?

VI, Define the terms:

market economy exchange
better-off specialization
explicit intention incentive
preference relative prices

VII. Translate into English:

1. Po3nogin noTeHUiMHUX NpubYTKIB MiXK iHAMBIAamMM 3ane-
aTume Big, yroA, AKi KOXKeH 3 HUX 3MOXKe yKnactu. 2. fKWo
NIOAUHI nowacTuno 3 yrogolo, TO BOHA OTpumae 6inblie npu-
6yTkiB Big 06miHy. 3, Lo 6inbwe pi3HATbCA iHAMBIAYANbHI
CMaKuM Ta ynopob6aHHA, To 6iNbWMMKM € NOTEeHWiHI NPUBYTKK
Big, 0obMiHy MiX iHauBigamu, 4. BigHOcHa uiHa ToBapy BU3Ha-
YaeTbcA AK KoeilieHT, 33 AKMM OAMH TOBap OOMIHIOETbCA Ha
IHWwMi, 5. iHOUBIOM MOXYTb MaTM KOpPUCTb Big, OBMiHY, AKLLO
HaBiTb Hemae cneuianisauii, 6. fAKWoO iHAUBIAU BiNbHI 06MiHIO-
BaTMCA TOBAapaMM Ta MOC/AYramu, TO BOHM MOXYTb TaKOX cne-
yianisysatmca 3 TUX BUAIB AIANbHOCTI, Y AKMX BOHU MalOTb BigHOC-
Hy nepesary, 7. 3uck Big 06miHy Ta cneuianisauii He 060B'A3-
KOBO Ma€ pPiBHOMIPHO pO3NOAINATUCA MiXK TUMMU, XTO Beae
Toprienio, 8. Y CKnagHiii eKoHomiui 3aranbHUi obcar BUPO6-
HUUTBa 6yae 3miHIOBaTUCA 3i 3MiHAMM Y BiAHOCHUX LjiHaX,

VIIl. Read and dramatize the following dialogue:

A.: We've discussed already exchange and specialization and
now let's proceed with relative prices and their role in
exchange and specialization.
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B.: Surely. Prices are among the most visible characteristics of
an economy. What is a relative price by the way?

A.: The relative price of a commodity is defined as the ratio at
which one good exchanges for another good. That is, a
relative price is the amount of one good an individual
must give up if he chooses to consume one unit of another
good.

S.: As far as | understood, the relative price of a good is the
amount of some other good that must be given up to get
an additional amount of the first good.

AYes, sure- For example, if shirts are priced at twenty-four
dollars and oranges at two dollars per pound, the relative
price of a shirt is twelve pounds of oranges or, conversely,
the relative price of a pound of oranges is one-twelfth of a
shirt.

BWould the relative price be the same if a shirt, for example,
costs twenty-four French francs and oranges sell for two
francs per pound?

A.: Yes, it would be the same. Relative prices do not depend
upon what an economy calls its money or even if it has
money. Relative prices depend only upon the willingness
of individuals to trade one good for another although
money may facilitate these trades.

S.: Are relative prices closely related to opportunity costs?

A.: Indeed, once Crusoe finds that he is not alone on the
island, his production costs may be determined by the
availability of resources, effort and technology; but his
opportunity costs of producing and consuming are de-
termined by the relative price of coco-nuts and palm leaves.

BOh, | remember this story. If | am not wrong, his opportunity
costs are determined by the ratio at which palm leaves
and coco-nuts exchange when he and Friday trade.

A.: You're quite right. Now | see you caught the main idea
concerning relative prices.

S.: I'm very much obliged to you for your explanation.

A>: Not at all.

IX. Make up your own dialogue using the following
expressions:
to trade incentive
relative prices well-being
exchange share
advantage gains
to interact to benefit
to enhance
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X. Change the following sentences into subordinate clauses
by making them depend upon one of the principal clauses
given below: they knew; he found out; she was sure; we
decided; it was clear; etc.

M o d e | : These figures will speak for themselves.
I was sure that those figures would speak for
themselves.

1. Ukraine is developing trade with many European
countries. 2. This company will get great gains from selling
these goods. 3. The new manager of the plant provided
incentives for its workers, 4. They all get equal share in the
profits- 5. This contract will benefit both partners.

XL Change the verbs in the principle clause into the Past
Indefinite Tense and make all the necessary changes in the
subordinate clause:

M o d e | : He says that he is interested in developing eco-
nomic relations with Ukraine.
He said that he was interested in developing eco-
nomic relations with Ukraine.

1. i am informed that the meeting of directors will not take
place today. 2. He says that he is specializing in producing
summer clothes. 3. The manager says that the contract will be
signed tomorrow- 4. | know that exchange induces individuals
to specialize, 5. He is sure that economy exists because there
are gains from exchange and from specialization.

Xll. Translate into English:

1. BiH 6yB yneBHeHU, WO KOMMAHiA OTPUMAE BeNWKi Npu-
6YTKM Big nNpogaxky uboro obnapgHaHHA. 2. fl 6yna BneBHeHa,
Wwo A[06pobyT HaceneHHA 3 KOXHMM POKOM 3pocTaB, 3- Mwu
3HaNW, WO TOPriBNAA CMNPUAE PO3BUTKY EKOHOMIYHUX BigHOCUH
MiXK HawMmu KpaiHamu. 4. BiH 6yB yneBHeHuWM, WO cneuianisa-
uia Bectume Ao 36inblweHHs Bupob6HuUuTBa ToBapis | nocayr.

5. fl He 3Hana, WO o6uABi KOMNaHii B3aEmMOAiANN HA BUrigHUX
yMoBax.

Xlll, Communicative situations:

1. If another country refuses to allow Ukrainian goods to be
imported but wants to export to the Ukraine, should this
matter to the Ukraine?
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2. If the world price of rice increases, is a country exporting
rice likely to be hurt or helped?
What about a country that imports rice? Why?
Will everyone within the economy be affected in the same
way? Why?

Lesson 21

PUBLIC GOODS,
INFORMATION AND UNCERTAINTY

I. Read and memorize the following words, word-
combmafjons and word-groups:

public goods — cycninbHi ToBapu

e.g. Goods are called public goods, not because they are
provided by the government, but because they differ from
the usual goods and services that we privately enjoy,

nonexclusive consumption — cnokmeaHHa 6e3 BUHATKY

e.g. Consumption of a public good is nonexclusive,

(positive) externalities — (no3nTuBHI) 30BHILHI BUABMK,
eKcTrepuanii

e.g. The production of public goods is accompanied by
positive externalities.

noncompetitive consumption — HeKoHKypeHTHe cnou-
BaHHA

e.g. Consumption of a public good by one individual is
noncompetitive with consumption by another individual.

free riding — 6esonnatHe KopucTyBaHHA, Npoi3a «3ali-
uem»

e.g. Free riding occurs when a person consumes a valuable
good or service without having to pay.

searching for information — nowyk Inpopmauii

e.g. Searching for information is a very important way for
individuals to gain the information necessary for individual
economic choice,

reputation — penyTauja

e,g. Company has a good reputation at the international
marfcet.

brand name — ToprosenbHa mapka

e.g. Reputation becomes associated with a label or brand
name.
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patent — nateHT

e.g. For technological innovations we have patents,

copyright — asTopcbke npaso

e.g. For other kinds of ideas in printed or recorded form
we have copyrights,

registered trademark — sapeectposaHa Toprosa mapka

e.g. We protect the information about quality of goods
associated with brand names by allowing for legally registered
trademarks.

Il. Give English equivalents of the following:

CTBOPIOBATM Npobnemu pna puHKY 6GesonnaTtHe KOPUCTYBaHHA

BMMAraTM KONEKTUBHUX pilleHb npo6aema HOpmyBaHHA
3HUKYBATM BMUTPATM Ha MOLWIYK MaTU 3UCK 3 KyniBAi
CNOXMBaHHA 6e3 BUHATKY TEXHO/OriYHi HOBUHU

CynpoBOAXYBaTUCA MO3UTUBHUMM  BTIIUTU igelo
30BHiLWHIMK epeKTamum

MIl. Fill in the blanks with appropriate words:

... is any good or service whose searching for infor-
consumption by one person is not mation

affected by the consumption of the patents

same good or service by someone free riding

else, a public good

.» occurs when a person consumes reputation

a valuable good or service without uncertainty

having to pay. trademarks
is a very important way for indivi- copyrights

duals to gain the information nece-

ssary for individual economic choice,

,.. is important because it lowers

search costs by allowing information

gathered in the past to be used in

the future.

. For technological innovations we have

., and for other kinds of ideas in

printed or recorded form we have ... .

...is not merely a matter of costly

search however.

We even protect the information

about quality of goods associated

with brand names by allowing for le-

gally registered . . . .
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IV. Read and translate the text:

Goods are called public goods, not because they are pro-
vided by the government, but because they differ from the
usual goods and services that we privately enjoy- Public goods
pose a serious problem for a market economy: markets are
organized on the basis of individual decision-making, but in a
sense, public goods require collective decisions.

A public good Is any good or service whose consumption
by one person is not affected by the consumption of the same
good or service by someone else.

Public goods have three characteristics that create problems
for markets. First, consumption of a public good by one individual
is not competitive with consumption by another individual. Second,
consumption is nonexclusive- Third, the production of public
goods is accompanied by positive externalities.

Consumption of a public good by a single individual does
not affect the ability of others to consume the same public
good. Hence a public good can be jointly consumed by two,
three, or many thousands of people, consumption of a public
good is noncompetitive and there is no rationing problem.

It is generally not possible to keep those who do not pay
for a public good from consuming it. Consumption of a public
good is nonexclusive.

Finally, if it is not possible to exclude others from consuming
a public good, the purchase or provision of a public good by
one person creates a positive externality since others benelit
from the purchase or provision without having to pay.

These three aspects of public goods create a special problem
that makes it difficult for markets to produce them.

The problem is free riding. Free riding occurs when a
person consumes a valuable good or service without having
to pay. Because the consumption of public goods is nonex-
haustive and noncompetitive, each of us has an incentive to
free ride, that is, consume goods and services that others
have purchased.

Information is enormously important in making decisions in
a market economy.

Since this information is valuable, we might expect that
there would be a market for it, a place where we could
purchase information about automobiles, stereos, canned and
frozen goods, and other commodities of, where a firm could
purchase information about the quality of potential employees.
However, these markets are very difficult to create because of
the public-good nature of the information.
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Searching for information is a very important way for
individuals to gain the information necessary for individual
economic choice? searching produces information, that cannot
in general be purchased in some market.

Reputation is important because it lowers search costs by
allowing information gathered in the past to be used in the
future. Frequently, reputation becomes associated with a label
or brand name.

Use of an economically valuable idea by one person does
not lessen the value when the idea is used by another person.

One response to these problems is to create property rights
in ideas, particularly when the ideas are embodied in piece of
equipment or are written down- For technological innovations
we have patents and for other kinds of ideas in printed or
recorded form we have copyrightss- We even protect the
information about quality of goods associated with brand names
by allowing for legally registered trademarks (pp. 389—412),

V- Answer the following questions:

1. What is the difference between public goods and private
goods?

2. What three characteristics do public goods have?

3. How do we call a phenomenon, when a person consumes
a valuable good or service without having to pay?

4. Why is information a public good?

5. Why is reputation important?

6. How does the state attempt to stimulate technological or
recorded innovations?

VI. Define the terms:

registered trademark public goods
free riding patent
positive externalities information
reputation copyright

VII. Translate into English:

1. CycninbHi ToBapu BigpisHAlOTbCA Bif, ToBapis ocobucroro
BXUTKY. 2. PUHKM OpraHi3oBylOTbCA LUASAXOM NPUAHATTA iHAM-
BifgyaNbHUX pilueHb, ToAi AK BUPOBGNEHHA CcycninbHMX TOBapiB
notpebye KoONeKTMBHMX piweHb. 3. CNOXMUBaHHA CycniAbHOro
TOBapy OJHiE0 0CO60l0 He CTBOPIOE KOHKYpPeHUii AnA CnoXXu-
BaHHA Woro iHwWuMu ocobamu. 4. Bupo6HMLTBO cycninbHOro
TOBapy CYNPOBOAMKYETbCA MNO3MTUBHUMM 30BHIlIHIMM  BUABa-
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MU. 5. CnoXMBaHHA CycninbHOro TOBapy HeobmexkeHe. 6. Mwu
cnoctepiraemo 6esonsnaTtHe  KOPUCTYBAaHHA  CYCMiIbHUMMU  TO-
Bapamu Ta MOC/AYramu, OCKi/IbKM CMOXKUBAHHA CYCNi/IbHUX TOBa-
pie € Heobme)KeHMM i HEKOHKypeHTHMM. 7. IlHpopmauia ayxKe
BaXK/IMBA ANA NPUWAHATTA pilleHb B YMOBaX PUHKOBOI €KOHOMIKWU.
8. Penyrauia AyxKe BaXK/MBa, OCKiIIbKA BOHA 3aO0LWIAAMKYE BU-
TPaTM Ha MNOLIYKMU, AAOYU MONKIMUBICTbD BUKOPUCTOBYBATU B Maii-
6yTHbOMY iHPOpPMaLito, 3iI6paHy B MUHYOMY.

VIIl. Read and dramatize the following dialogue:

MWhy if it isn't Bob! Never expected to meet you at this
shop. This is a small world!

6.: Hi, Mike! I*ve got to do some shopping.

M,: So you are to buy some goods for yourself. And do you
know that there are things in this world that you can't
consume alone.

B.: Really» I've never heard about this,

M>: Yes, you have, but never realized it. Tll try to explain
this to you in some words.

&.: That's rather interesting.

M.: So, some goods can be consumed by one person and
still be available for consumption by others. For example,
you can enjoy the light, colour» noise and excitement
associated with fireworks without affecting the ability of
your neighbour to also enjoy the fireworks. Or, you can
capture the signal from a television station and use it
without affecting anyone else's ability to capture and use
the same signal.

B.: And can we take as an example of such a case a ship at
sea. It can use the services of a lighthouse that warns of a
danger without affecting the use of the lighthouse service
by other ships in the area,

M.: And police services make a city safer for all of its citizens —
| «consume» safety, but this does not affect your ability
to «consume» safety. National defense provides security
(or one citizen at the same time as it provides the same
service for another citizen.

B.: | see. Each of these goods or services is different from an
apple, a loaf of bread, a seat at a rock concert, or the
medical services provided by a doctor.

M.: Yes, you are quite right. If you consume an apple, no
one else can consume the same apple. It's gone. Similarly
with a loaf of bread — your consumption precludes
someone else's consumption. When you occupy a seat at
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a rock concert, no one else can occupy the same seat. If
you spend one hour with your doctor, the doctor cannot
provide the same hour's service to another patient-
S.: Oh! I've never thought about this. And what do economists
call such goods.
M.: They call them public goods, as they differ from the usual
goods and services that we privately enjoy.
B>: Thank you for the information. That was really new to
me.
M.: If you want to know more about public goods you may
read a book on economics,
8.: Thank you. Bye.
Mc<: Bye.

IX. Make up your own dialogue using the following
expressions:

consumption of public goods to obtain benefits
and services registered trademark
use of an economically valuable idea technological innovations
to create property rights in ideas to gain the information
to protect the information brand name
to have a good reputation individual economic choice
searching for information

X. Answer the following questions as in the models:

M o d e | s : a) Suppose you want to lower search costs > What

would you do? | should allow information ga-
thered in the past to be used in the future,
b) Suppose you wanted to lower search costs.
What would you have done? | should have allo-
wed information gathered in the past be used in
the future.

1. Suppose you want to stimulate innovation. Suppose you
wanted to stimulate innovation. 2. Suppose you want to create
property rights in ideas. Suppose you wanted to create pro-
perty rights in ideas. 3. Suppose you want to gain the
information necessary for individual economic choice. Suppose
you wanted to gain the information necessary for individual eco-
nomic choice. 4. Suppose you want to get reputation. Suppose
you wanted to get reputation. 5. Suppose you want to have
copyrights. Suppose you wanted to have copyrights.
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XIl. Change the following sentences using the
Present Subjunctive Il and the Conditional Mood:

M o d el : If he wants to protect the information about quality
of goods, he will apply for a patent.
If he wanted to protect the information about
quality of goods, he would apply for a patent,

1. If he has the necessary information he will minimize
search time, 2. If the company uses an economically valuable
idea it will not lessen its value for another company, 3. If a
firm creates property rights in ideas it will get a patent. 4. If a
company has a reputation it will lower search costs, 5. If the
state attempts to stimulate innovation it will use its police po-
wers to stop use of the idea by those who do not compensate
the inventor or innovator.

XIl. Translate into English using the Conditional Mood:

1. KomnaHia Bunyckana 6 w0 NpoAaykuilo, ase BOHA He Mae
nateHty. 2. ®ipma opgepxyBana 6 npubyTKM e MUHYNOro
pPOKy, AKOGM B Hei 6yno pocratHbo iHdopmauii npo npouec
BUPO6HULTBA. 3. AK6M He icHyBano PUHKY iHPopmauii, Mmu He
Ai3Hanuca 6 Npo HaWMX NOTEHUiHMX cnoxusadis. 4. AK6U He
KOHKYpyloua KOMNaHifA, My WweugLe peanisysanu 6 ceiii Tosap.

5. KomnaHia 3axuctmna 6 cBOE NpPaBo Ha TEXHONOFIYHY iHHO-
Baujilo, ane BYacHO He notypbysanaca npo o¢pOPMAEHHA na-
TEHTy.

Xlll. Communicative situations:

1. A movie theatre shows a film to a large number of people
at the same time.
Is this a public good?

2. Mail-order catalogues often offer clothing and other goods
at lower prices than local stores.
Why doesn't everyone purchase these goods by mail?
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Lesson 22
MARKETS

. Read and memorize the following words, word-
combinations and word-groups:

market — puHok

e.g. We went to the market to buy food for the family,

tangible — siguyTHuit Ha AOTUK; maTepianbHuit

e.g. A good is something tangible that is produced and
consumed.

to satisfy desires — sagoBonbHUTM NOTPe6N

e.g. Markets exist to satisfy individual desires.

intangible — HeBiguyTHWIi Ha AOTUK; HEBNOBUMMKIA, HEACHWI

e.g. Some things are intangible but are also important in
satisfying individual interests,

goods — Tosap

e.g. Product markets are divided into two classes: goods
and services.

service — nocnyra

e.g. A service is something intangible that is produced
and consumed, also frequently having been purchased in a
market.

to adjust — sigperyniosatu

e. g. When you have someone adjust a carburettor you are
purchasing a service.

demander — cnowusau

e.g. Some people come to a market because they want to
buy. They are called demanders.

supplier — nocrauanbHuk

e.g. Some people come to a market because they want to
sell. They are called suppliers.

market allocation — micue Ha puHky

e.g. The interaction of demanders and suppliers determines
a market price and a market allocation of a particular commodity,

to affect the market — snansati Ha puHok

e.g. This interaction creates a set of incentives for sub-
sequent decisions by both suppliers and demanders that may
affect many markets.

excess supply — nepesuweHHa nponosuuii

e.g. Excess supply occurs when, at a particular market
price, the quantify that suppliers want to provide to the market
exceeds the quantity that demanders want to purchase.
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to decline — suuxkyBaTuCA, 3meHwWwyBaTHCA
e.g, Excess supply will be eliminated if the relative price i$

free to decline,
equilibrium — pisHosara

e.g. The importance of equilibrium is that the equilibrium
relative price is the only price at which the interests of de-
manders coincide with the interests of suppliers,

to eliminate — niksigaysaTty, 3HuwWwyBaTH

e.g. Excess demand will be eliminated if the relative price

i$ free to increase.

Il. Give English equivalents of the following:

B33aEMOQAiA CNOXKMBaYIB i NocTa- Habip ctumynis
YaNbHUKIB nepepo3milLyBaT1 TOBapu
HagmipHa(ui1) nponosuuia/nonut 3a/10BO/IbHATY NOTPebu
BUPO6NATM TOBapyU Ta HagaBaTh 3HaueHHA piBHOBaru
nocnyru KynyBaTu ToBap
PO3MiLLLeHHA PUHKY noAinATUCA Ha Knacu
Habip yrop, BN/IMBATU HA PUHOK

lll. Fill in the blanks with appropriate words:

1. Frequently product markets ... two
classes: goods and services.

2. When you have someone adjust a
carburettor, however, you are .

3. ... determines a market price and a
market allocation of a particular
commodity.

4. This interaction also creates .., for
subsequent decisions by both supp-
liers and demanders that may affect
many markets,

5.... occurs when, at a particular mar-
ket price, the quantity that suppliers
want to provide to the market ex-
ceeds the quantity that demanders
want to purchase,

6. .., occurs when, at a particular mar-
ket price, the quantity that suppliers
want to provide to the market is less
than the quantity that demanders
want to purchase.
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manders and suppliers

excess supply
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7. When there is excess demand, the
relative price ... and when there is
excess supply the relative price ... .

8. ...is that the equilibrium relative
price is the only price at which the
interests of demanders happen to
coincide precisely with the interests
of the suppliers.

IV. Read and translate the text:

A market is a set of transactions in which a particular kind
of commodity is exchanged, and in which the transactions
for this commodity among different individuals and firms are
related.

There are markets for hundreds of thousands of things.
Some of these things are tangible and satisfy individual desires,
while others are intangible but also important in satisfying
individual interests. These things are frequently referred to as
products. Frequently, product markets are divided into two
classes: goods and services. For example, a hamburger is a
good, while a doctor's examination is a service. When you
buy an automobile, you are purchasing a good» When you
have someone adjust a carburettor, however, you are pur-
chasing a service.

A good is something tangible that is produced, and
consumed, often having been purchased in a market, A service
is something intangible that is produced and consumed, also
frequently having been purchased in a market.

Resources are things used to produce goods, services and
capital. Some people come to a market because they want to
buy (demanders), others come because they want to sell
(suppliers). The interaction of demanders and suppliers deter-
mines a market price and a market allocation of a particular
commodity. This interaction also creates a set of incentives for
subsequent decisions by both suppliers and demanders that
may affect many markets. To understand these incentives, as
well as how market prices and allocations are determined, we
need to understand how suppliers and demanders respond to
different relative price and the quantity of a particular commodity
that individuals or firms (suppliers) would be willing to provide
to the market.

Demand is all combinations of relative price and the quantity
of a particular commodity that individuals or firms (demanders)
would be willing to purchase in a market.
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A market is created when those who willingly supply a
good, service, or resource exchange with those who desire
to use, control, or consume a good, service, or resource.

Markets reallocate commodities from suppliers to demanders.
What if suppliers want to provide more than demanders want
to purchase? Or, what if demanders want more than suppliers
are willing to provide?

Excess supply occurs when, at a particular market price,
the quantity that suppliers want to provide to the market
exceeds the quantity that demanders want to purchase.

Excess demand occurs when, at a particular market price,
the quantity that suppliers want to provide to the market is
less than the quantity that demanders want to purchase.

In an open or free market, the relative price for a commodity
will generally decrease when there is excess supply; the relative
price will generally increase when there is excess demand.

Excess demand will be eliminated if the relative price is free
to increase.

Markets adjust in predictable ways if, when there is excess
demand, the relative price increases and if, when there is excess
supply, the relative price decreases. These changes in relative
prices tend to eliminate the excess supply or excess demand.

A market is equilibrium when the quantity that suppliers
are willing to provide to the market at a specific market price
is exactly equal to the quantity that demanders desire to purchase
in the market at the same market price.

The importance of equilibrium is that the equilibrium relative
price is the only price at which the interests of demanders
happen to coincide precisely with the interests of the suppliers.
At any other relative price, the interests of suppliers and
demanders do not coincide (pp. 106—125)..

V. Answer the following questions:

1. What is a market?

2. What is a good?

3. What is a service?

A. Whom do we call demanders and suppliers?
5. What is supply?

6. What is demand?

7. What is excess supply?

8. What is excess demand?

9. When will excess demand and excess supply be eliminated?
10. What is an equilibrium of a market?
11. Why is market equilibrium important?
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VI. Define the terms:

a good a service

a market a demander
a supplier market
allocation excess supply
excess demand equilibrium

a transaction resources

VII. Translate into English:

1. Po3pi3HAOTb PUHKK TOBapiB i pUHKK nocnyr. 2. ToBap —
ue Wocb BiAYYTHE Ha [JOTUK, WO BUpobnseTbcA Ta cno-
JKUBAETHCA, YACTO Te, L0 MU MOXKEMO NpUAGaTH Ha PUHKY.

3. Mocnyra — ue WoOCb He BiAYYyTHE Ha [AOTUK, WO BUPO6-
NAETLCA Ta CMOMMBAETLCA, WO MM TaKOX MOXKemo npuabatu
Ha PUHKY. 4. Pecypcu — ue Te, WO BUKOPUCTOBYETbCA ANA

BUrOTOB/IEHHA TOBapy Ta HafaHHA nocayr. 5. B3aemogja cno-
’KMBAUYiB i NOCTayaNbHUKIB BU3HAYa€E PUHKOBY LiHY Ta PO3MilLLEHHA

PUHKY, 6. [Mpono3uuia — uUe NOEAHAHHA BIAHOCHOI LiHM Ta
KinbKOCTi AIKOrocb ToBapy, wWo Moro ¢ipmu abo oKpemi ocobu
6a)kaloTb NOCTayaTM Ha PUHOK. 7. CnoXKMBaHHA — LUe no-

€AHaHHA BiAHOCHOI LHM Ta KiNbKOCTIi AIKOrocb TOBapy, WO ioro
dipmun abo okpemi ocobu 6axkanmn 6 npuabaT Ha PUHKY.

8. HaamipHa npono3uuia cKNapaeTbca TOAi, KOAM KiNbKicTb TO-
Bapy, AKY NOCTa4ya/IbHUK Xouye MOCTaBUTU HA PUHOK 3 PUHKO-
BOI LHOI0, NepeBULLYE KiNbKiCTb, fAKY CMOXMUBadyi 6axkaloTb
npug6atn. 9. B ymoBax BiIbHOTO PUHKY BiAHOCHA LiHa Ha TO-
Bap Oyae nagatm npu 3pocTaHHi npono3uuii Ta nigHimaTucA
npu 3poCcTaHHi nonuTy.

VIIl. Read and dramatize the following dialogue:

Al say, Fred, you promised to tell me everything about
markets.

.: Yes, | do remember | promised to tell you.

.2 lam all ears.

.: To begin with markets are as old as recorded civilization.

If Pve got you right, they existed in earlier times.

That's right. In earlier times, they were primarily a physical

location where people would gather periodically to

exchange goods and services.

A.: So, going to market was an important economic and social
activity.

: indeed, it was so important that permanent market locations
frequently developed into the towns and cities that now
dot much of the landscape.
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: Sore. And today we think less about markets as specific

physical locations where exchanges occur than we do as
institutional arrangements that tie exchanges together in
some way.

: | think that any particular transaction occurs in a specific

place, of course, but tens of thousands of such transactions
scattered across a community or even a nation may con-
stitute a market for a particular thing.

Yes. And if there is a market, a person can expect that the
nature of the transaction will be similar in different locations.

: What do you mean by this?
: For example, we speak of the housing market in a city or

the rental market in a city, even though there is no central
location where houses are bought and sold or where
apartments are offered for rent and rented. While there
may be local peculiarities, buying a home in one part of a
city is quite similar to buying a home in another part of a city.

B.: In this sense there is a market for housing in a city, or

even across an economy. And, similarly, we may speak
of the market for cereal, or soft drinks or shirts or jeans or
computer software, even though cereal is sold in thousands
of different locations throughout an economy.

A.: Thus, a market need not have a single physical location as
long as transactions for a specific good or service or resource
in one place are related in some way to the transactions
for the good or service or resource in some other place.

B.: That's great. And in an important sense, however, a market
is an idea. That is, a market is a way of thinking about the
consequences of the many transactions that occur for specific
goods, services, or resources.

IX. Make up your own dialogue using the following
expressions:

exchange of goods and services transactions for commodity

to satisfy individual interests to purchase in a market

to determine a market price a market allocation

to provide to the market to consume a good

service or resource

X. Paraphrase the sentences as in the model:

M o d el : I am afraid that this firm will provide less quantity
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1. | worry, because the relative price for a commodity will
decrease. 2. The retailer is afraid that his goods will satisfy individual
desires of only one group of consumers, 3. The producers are
afraid that the retailers will provide inconvenient market location,

4. The producers are afraid that their market research is of no
value to predict what the people will want. 5. The producers are
afraid that marketing operations will be very expensive.

XI. Paraphrase the sentences as in the model:

M o d el : The manager demanded: «The wholesalers must
simplify the process of distribution.»
The manager demanded that the wholesalers
simplify the process of distribution.

1. The wholesaler demanded: «We must determine a market
price of a particular commodity.» 2. The manager ordered: «The
interaction of demanders and suppliers must determine a market
allocation of a particular commodity.» 3. The manager demanded:
«The wholesalers must provide new channels of distribution which
help to bring goods to the market.» 4. The middleman suggested:
«Suppliers and demanders must respond to different relative prices
to determine market allocations and prices.» S. The producer
suggested: «Markets must adjust in predictable ways.» 6. The
producer suggests: «Changes in relative price must tend to efiminate
the excess supply or excess demand.»

XIl. Translate into English using Subjunctive I:

1. BupobHuku noboroBanuca, wob UiHM HA ueii BuA ToBapy
He 3Hu3uaucA. 2. HeobxigHo, wo6 puHKOBa UjiHa BWU3Ha4YanacA
B3aEmogpjielo cyb'eKTiB nonuty Ta nponosuuii. 3. Baxauso, wWwo6
BCTAHOBMJIaCA PUHKOBA piBHOBara. 4. BUMpo6HMKM 3anponoHyBa-
v, wob6 ontoBi TOprosui crnpocTuauM npouec 36yty. 5. Heo6-
XigHO, W06 BUMPOGHMKM 6ynuM roToBi MOCTAayaTM Ha PUHOK TaKy
KiNbKiCTb TOBapy, AKYy Cno)XuBadi rotoBi npup6atn. 6. Baxknu-
BOo, Wo6 iHTepecu cnoXkuBauiB 36iranuca 3 iHTepecamm nocta-
YaNbHMUKIB.

Xlll. Communicative situations:

1. Why does a market adjust toward an equilibrium?
If markets did not adjust toward an equilibrium, what behavior
would you observe?

2. Do you suppose that a market ever reaches equilibrium?
If not, is the concept of equilibrium useful?

3. If a firm found that its market demand was inelastic and cut
its production, would its revenues from supplying goods
to the market increase or decrease?
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Lesson 23

INTERNATIONAL MARKETS
FOR COMMODITIES AND CURRENCIES

. Read and memorize the following words, word.

combinations and word-groups:

transportation costs — TpaHcnopTHi BUTpaTH

e.g. Transportation costs are low,

domestic market — sHyTpiwHiii puHoOK

e.g. Domestic markets for goods and services are often

affected by either foreign supply or by foreign demand,

international market — mixxHapogHwmit puHok
e.g. For many commodities there are international rather

than domestic markets.

import — seeseHHs, imnopt

e.g. What are the chief imports of your country?

export — suBe3eHHs, eKcnopT

e.g. Last year exports exceeded imports in value.

barter — minati, obmiHiosatn

e.g. According to the contract, they should barter wheat

for machinery.

coincident wants — notpe6wu, wo 36iratotbca

e.g. Money solves the problem of coincident wants,
reciprocal wants — BzaemHi notpe6m

e.g. What phenomenon solves the problem of reciprocal

wants?

international transaction — mi>kHapogHa yroaa

e.g. Money can be used in international transactions,
conversely — HaBnaku

e.g. Conversely, domestic firms want to be paid with money

useful in the domestic economy.

foreign currency — iHozemHa Baniora
e.g. The person receiving payment in the foreign currency

will want to exchange it for a domestic currency,

domestic currency — HauioHanbHa Bantota
e.g. The person making payment in a foreign currency will

have to exchange the domestic currency for the foreign currency
in order to make the payment.

foreign exchange market — puHok iHozemHoi Bantotn
e.g. A foreign exchange market is a market where one

kind of money is traded for a different kind of money,

rate — Kypc, KoediuieHT
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e.g. Whai is the rate of exchange for one American dollar?

exchange rate — santoTHuii Kypc

e.g. Exchange rate has recently raised-

foreign trade balance — 6anaHc mi>kHapogHoi Toprisni
e.g. The difference between the value of imports and

exports is the foreign trade balance.

II. Give English equivalents of the following:

BTPy4aTUCA B yroau
Mi}KHapOAHUI1 BNAIMB Ha BHYTPILWHIA
PUHOK

CTUMYN IMNOPTYBATM Ta €KCNOPTYBaTH
iMmnopTyBaTH Ta EKCNOPTYBATU TOBapU

6anaHc mixkHapogHoi Toprisni
PUHOK iHO3€MHOI BanoTn

TPaAHCMNOPTHI BUTPaTH

notpe6u, wo 36ira-
loTbCA

B3a€EMHi noTpebu

3MiHIOBaTU BaZIlOTHUI

Kypc

111. Fill in the blanks with appropriate words:

. Domestic markets for goods and
services are often affected by either
..orby...

If the world price of a commodity
is below the domestic price, there

will be ... the commodity.

. Most international trade does not
occur through ... .

. Money once again solves the
problem of .

. As long as money can be used in
... exporters and importers do not
need to be the same individuals.

. is a market where one kind of
money is traded for a different kind
of money.

Changes in ... in these markets
change the rate at which one
currency will be exchanged for
another currency.

. The difference between the value of

exports and imports is ... .

. If the value of imports exceeds the
value of exports then trade balance
is ...,

an incentive to import

direct barter

a foreign exchange
market

coincident or recipro-
cal wants

foreign supply

international
transactions

foreign demand

deficit

the foreign trade
balance

supply and demand
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IV. Read and translate the text:

When transportation costs are low and governments do
not interfere much in transactions that cross national boundaries,
firms and individuals frequently look across those boundaries
for opportunities to buy or sell. Indeed, for many commodities
there are international rather than domestic markets, and for
most commodities there are international effects on markets.

Commodities that are produced in a foreign economy/ but
which are consumed by individuals within a domestic economy,
are imports, while commodities which are produced within a
domestic economy, but which are consumed by individuals in
a foreign economy/ are exports.

If the world price of commodity is below the domestic
price, there will be an incentive to import the commodity,
purchasing it from foreign producers.

Money once again solves the problem of coincident or
reciprocal wants: individuals or firms who want to import a
commodity can make the exchange using money, while those
individuals or firms who want to export do so in exchange for
money. As long as money can be used in international
transactions (as well as within an economy), exporters and
importers do not need to be the same individuals. The
complexity arises because foreign firms usually want to be
paid in money useful in their own economy. Conversely,
domestic firms who want to export usually want to be paid
with money useful in the domestic economy, while forei-
gners to whom they must sell if they are to export usually
want to pay for the commodities using money from their own
economy.

When the money used in the international exchange is
different from that used in the domestic economy, the person
receiving payment in the foreign currency will want to exchange
it (or a domestic currency.

Hence, international trade creates markets for different kinds
of money. Such markets are called foreign exchange or foreign
currency markets.

A foreign exchange market is a market where one kind of
money is traded for a different kind of money.

Changes in supply and demand in these markets change
the rate at which one currency will be exchanged for another
currency. As a consequence, the price of goods that are
traded wili change either because of a change in the price in
the economy where they are produced or because of a change
in the exchange rate.
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The difference between the value of exports and imports is
the foreign trade balance. If the value of imports exceeds the
value of exports then trade balance is deficit (pp,218—236),

V. Answer the following questions:

1. What are imports?

2. What are exports?

3. When will there be an incentive to import the commodity?
4. When will there be an incentive to export the commodity?

5. What role does money play in international transactions?

6. What is a foreign exchange market?

7. What is the foreign trade balance?

VI. Define the terms:

transportation costs import
reciprocal wants rale
exchange rate barter
coincident wants incentive

VII. Translate into English:

1. Imnopt — ue TOBapu, AKi BUPO6NAIOTLCA iHO3EeMHOI
€KOHOMIKOI0, ajie CMOoXXUBalTbcA 0cob6amu B MeXKax HaujioHalb-
HOI @KOHOMIKMU. 2. AKLO CBITOBA LiHA TOBapy HUXK4Ya 3a BHYTPILUHIO,
icHyatTume ctumyn ImnopTyBatM MOro, KymylouuM B iHO3eMHOro
BUpPOo6HUKA. 3. lpolwi 3HOBY-TakM BUpilIylOTb Npobaemy notpe6,
WO € B3aEMHUMMM abo 3b6iraloTbca. 4. CKNaAHICTb BUHUKAE Tomy,
wo iHo3emHi ¢ipmu xouytb, WO6 iM cnnayyBanuM rpowi, AKi
MOJYTb BUKOPUCTOBYBATUCA B IXHilA eKOHoMmiui. 5. Konu rpouui,
WO BMKOPUCTOBYIOTLCA NiA 4ac 06MiHy, BiapisHAIOTbCA Big, rpo-
weih HauioHanbHOI EeKOHOMIKM, o0coba, opep)KaswM naaty B
iHO3eMmHili BantoTi, 3axoue OOMIHATM Ti HA HauioHaNbHy. 6. OTXe,
Mi}XKHapoAHa TOpriBAs CTBOPIOE PUHKU OIS Pi3HUX BUAIB rpoLueil.
7. 3MiHM B nMonuTi Ta NPONO3uULii HA LUX PUHKAX 3MIiHIOIOTb KypC
0bmiHy opgHiei BanoTM Ha iHWY. 8. Pi3HMUA MiXK BapTiCTIO eKc-
NopTy Ta iMNOPTY CTAaHOBUTb 6anaHc MiXKHapOAHOI TOpriBAi.

9. AKWo BapTiCTb iMMNOPTY NEpeBULLYE BAPTICTb EKCNOPTYy, TOAi
6anaHc mixkHapoAaHoi Toprieni € aedpiunTHUM.

VIIl. Read and dramatize the following dialogue:

D.: Why do foreigners hold U.S. dollars?

M.: It is not clear why they have chosen to hold some dollars
rather than exchanging all dollars for commodities produced
within the U.S. or for their domestic currency. It is important
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to emphasize that the choice to hold dollars is one that
foreigners, not U.S. citizens or the U.S. government,

make.
D.: Would you explain some reasons for it?
M.: O.K. I'll briefly note a few reasons why foreigners may

want to hold dollars. First, the U.S. dollar is used as a
kind of international money. For example, the Japanese
producer of Hondas may require that British or French
importers of Hondas pay for them in U.S, dollars instead
of British pounds or French francs. To the degree that the
U.S, dollar is used in these kinds of transactions, there
will be a greater demand for dollars than simply the
demand necessary to purchase exports from the U.S.

D.: Of course, if the dollar is the dominant currency in world
trade, with the increasing volume of trade there will be
an increase in the demand for the dollar.

M.: Well, you are quite right. Second, to the degree

that the U,S, economy and political system are more stable
than other economies or political systems, holding U.S.
dollars may provide security in a world of turmoil. Similarly,
if investments in one's own economy are highly risky
(because of either economic or political instability) and
the U.S. is viewed as more stable foreigners may want to
invest in U,S. assets such as bank accounts, bonds, stocks
or real estate.

D.: it seems to me that to make these kinds of investments,
foreigners need U.S. dollars rather than their own currency
and the demand for dollars will, once again, be greater
than that which would occur because of exports alone.
Are there any other reasons?

M.: Certainly. The third reason is that the U.S. government
may pursue policies that make it more attractive for fo-
reigners to hold U.S. dollars or assets rather than the
domestic currency or assets. For example, if U.S. banks
are paying 10 percent interest while a bank in a foreign
economy is only paying 5 percent, under certain circum-
stances it will be advantageous for foreigners to have
accounts in U.S. banks rather than in domestic banks.

D.: This will increase the demand for dollars in foreign

exchange markets. Or the U.S. may have a lower or less

erratic rate of inflation. | suppose, the fourth reason is the
fact that a foreign government may consciously pursue policies
that encourage exports to the U,S. but discourage

imports from the U.S. Such policies will produce a U.S.

trade deficit. These kinds of policies, however, can only
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lead to persistent trade deficits for the U.S. if the foreign
government also pursues policies that increase the demand
for U.S. dollars by foreigners (for example, the government
might itself intervene in the foreign exchange market as a
demander of dollars).

M.: For each of these reasons the demand for U.S. dollars (or
the supply of a foreign currency) wit! be substantial and
may increase even though the U.S. may be running a trade
deficit,

D.: To cut a long story short, the result is: the U.S. runs a
persistent trade deficit and the U.S. dollar does not
depreciate at all or by enough in foreign exchange markets
to bring exports into balance with imports.

IX. Make up your own dialogue using the following
expressions:

commodities to be produced
domestic price to be paid

to exchange a currency foreign currency market
trade deficit value of exports
International transaction exchange rate

X. Change the following sentences using the Present
Subjunctive Il in the subordinate clauses;

Model: If the world price of the commodity is below the
domestic price, there will be an incentive to import
the commodity.

If the world price of the commodity were below
the domestc price, there would be an incentive
to import the commodity.

1. If an economy is importing a commodity and world
price increases, less will be imported. 2. If transportation costs
are low and governments do not interfere much in transactions
that cross national boundaries, firms and individuals frequently
look across those boundaries for opportunities to buy or sell.

3. tf the world price of the commodity is above the domestic

price, there will be an incentive to export the commodity,

selling it to foreign consumers. 4. If he has much money, he
will produce this commodity within a domestic economy. 5. If
the money used in the international exchange is different from
that used in the domestic economy, the person receiving

payment in the foreign currency will want to exchange it for a

domestic one. 6. If the value of imports exceeds the value of

exports then the trade balance will be deficit.
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XI. Paraphrase the following sentences;

Mo d el : It'sa pity he has no incentive to barter machinery
for wheat.
| wish he had an incentive to barter machinery for
wheat,

1. It's a pity foreign firms want to be paid in money useful
in their own economy. 2. Unfortunately, the economy and
political system in Ukraine are less stable than other economies
or political systems. 3. We are all sorry our country has a
higher or more erratic rate of inflation. 4. It's a pity foreigners
need U.S. dollars rather than their own currency. 5. What a
pity domestic banks do not pay 10 percent interest.

Xll. Translate into English:

1. AAk6u TOBapu He BUPOGNAAUCA HALLOHANILHOK EKOHOMI-
Koto, iX imnoptyBanu 6. 2. Xotinoca 6, wob6 rpowi poss'A3a-
A npobnemy B3aemHux notpeb. 3. AK6GM cBiTOBa LiHa TOBapy
6yna HMKUYOK 3a BHYTPIWHIO UiHY, icCHyBaB 6M ctumyn imnop-
TyBaTM WHoro. 4. fIK6M Hawa eKoHOMiKa 6yna BUCOKOPO3BUHE-
HOlO, HaUiOHanbHa BanloTa CTana 6 PpiSHOBMAOM MiXKHapPOAHOI
BantotTn. 5. AIK6M cBiTOBa ULiHa nigBuwmnaca, ue 3ymosuno 6
3POCTaHHA HaLioHaNbHOro BUPO6HULTBA.

Xlll. Communicative situations:

1. Why should a government care about the foreign exchange
value of its currency (that is, why not let the currency value
float)? Discuss it.

2. Can a country run a balance-of-trade surplus or deficit?

(Hint: If a country runs a surplus, what must be happening
elsewhere in the world?) Discuss it.
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Lesson 24

ECONOMIC FAIRNESS
AND THE DISTRIBUTION
OF ECONOMIC REWARDS

1. Read and memorize the following words, word-
combinations and word-groups:

aggregate income — cykynHwmit npubyTok

e.g. The percentage of aggregate income received by
each fifth of the population is relatively constant through time.

family's real income — peanbHuii npubyTtok cim'i

e.g. Suppose, for example, that every family's real income
quadrupled in the next year-

median income — cepegHiii npubyTok

e.g. A family is in poverty if its income is less than one half
the median income.

poverty — 6igHicTb

e.g. Using the U.S. Government's definition of poverty,
the percentage of black persons below the poverty line,
although declining since 1964. remains above 35 percent,

official poverty line — odiujiiina mexxa 6igHocri

e.g. About 35 percent of those families headed by women
are below the official poverty line,

lack of mobility — HepocTatHa mo6inbHicTb

e.g. Earnings differ because of the lack of mobility,

progressive taxation — nporpecusHe onoaaTkysaHHA

e.g. A tax is progressive if persons with higher incomes
pay a higher fraction of their income in taxes than do persons
with lower incomes.

proportional taxation — nponopuiitHe onogatkysaHHs

e.g. A tax is proportional if persons with higher incomes
pay the same fraction of their income in taxes as do persons
with lower incomes.

in turn — y csoto uepry

e.g. Transfers, in turn, may be either progressive or
regressive.

in-kind transfer — gonomora Hatypoto

e.g. Transfers may be in cash or in goods and services.

The latter are referred to as in-kind transfers.

cash transfer — gonomora rpiwmm

e.g. Once a society has made a decision to transfer income
to the poor, it is better for the poor if the transfer is in cash

rather than in-kind.



negative income tax — HeratueHMi1 NpMBYTKOBMIA «noaa-
TOK» (BMNAaTa 3 6loaKeTy 0cob6am 3 HU3bKUM piBHEM Aoxoay)

e.g. The rate at which the transfer benefits decline is the
negative income tax.

Il. Give English equivalents of the following:

6yTH N03a eKOHOMIYHOIO CUCTEMOIO nigsuLLyBaTh 3apobiTok

3abe3neueHHA ToBapamm Ta Nocny- CTBOPIOBATM CTUMY/ A0 Npa-
ramu ui
nigBULLLEEHHA MaTepiaibHOro A06- po3nopain eKoHOMiYHuX 6naar
pobyTty peanbHuii cimeiiHuit npuby-
rocTpa, HeBigKnagHa npobnaema Ha- TOK
LIOi enoxu HepiBHiCTb y po3nogaini npu-
6yT1 no3a ogiuiiiHoto mexeto 6ig- 6yTKiB
HocTi

MIL. Fill in the blanks with appropriate words:

1. It should be clear that differences always
in individual characteristics are closely distributing
connected with ... in income. differences

2. Lack of mobility may occur because indivi- to increase
duals choose not to make changes in order intensive
... their earnings. difficult

3. There is an ... network of transfers to income
those with lower incomes, money

4. That is much of the welfare system in the inequality
U.S. is based on ... goods and services. different

5. ... in income is about the same now as it
was just following World War Il.

6. Making the market ... more fair also makes
it less efficient.

7. Comparing the distributions of income among
economies is ... because each country defi-
nes income in a ... way.

8. Give and give if in such way that the reci-
pient ... has an incentive to work.

IV. Read and translate the text:

The central task of any economy is providing for and
enhancing the material well-being of those who live within it.
There are two aspects to this task: the production of more and
better goods and services, and the distribution of those goods
and services in a fair manner.
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In a market economy some are rewarded handsomely while
others are perhaps not rewarded at all. How a society is to
deal with those who are, in a sence, outside of the economic
system is one of the pressing problems of our era, our economy,
and our society.

Notice that the percentage of aggregate income received
by each fifth of the population is relatively constant through
time. This stability or constancy is one of the surprising facts
about the U.S, economy: the distribution of income has been
relatively stable for a long time. Indeed, inequality in income,
as measured this way, is about the same now as it was just
following World War Il.

France and the United States appeared to have the greatest
inequality in the distribution of income when compared with
other industrialized nations.

There will, of course, always be bottom 20 or 10 or 5 per-
cent of any distribution. Suppose, for example, that every
family's real income quadrupled in the next year. Would it be
useful to think of the bottom of the distribution as a group in
poverty? For example, «A family is in poverty if its income is
less than one-half the median income.»

Who are the poor? Using the U.S. Government's definition
of poverty, the percentage of black persons below the poverty
line, although declining since 1964. remains above 35 percent.
Similarly, about 35 percent of those families headed by women
are below the official poverty line.

It should be clear that differences in individual characteristics
are closely associated with differences in income.

Earnings differ because of the lack of mobility. Lack of
mobility may occur because individuals choose not to make
changes in order to increase their earnings; because individuals
are not allowed to make changes in order to increase their
earnings (for instance, discrimination); or because individuals
have abilities that differ which cannot be easily obtained by
others who would like to increase their earnings (special talents).

A tax is proportional if persons with higher incomes pay
the same fraction of their income in taxes as do persons with
lower incomes. A tax is progressive if persons with higher
incomes pay a higher fraction of their income in taxes than do
persons with lower incomes.

Transfers, in turn, may also be either progressive (transfers
to those lower incomes) or regressive (transfers to those with
higher incomes). In addition, transfers may be in cash or in
goods and services. The latter are referred to as in-kind trans-
fers.
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There are two ideas behind the negative income tax pro-
posed to which economists are strongly attached. First, once
a society has made a decision to transfer income to the poor,
it is better for the poor if the transfer is in cash rather than in-
kind. Second, once a society has made the decision to transfer
income to the poor, it is better for the poor if the transfer
system provides positive incentives to increase transfer plus
market income in the market. Put simply, «Give cash and give
it in such a way that the recipient always has incentive to
work» (pp. 413—437).

V. Answer the following questions:

1. What is the central task of any economy?

. How is the society to deal with those who are outside of
the economic system?

. What is the definition of the word «poverty»?

. What is a lack of mobility? When may it occur?

. What is the way to change distribution in the society?

. Is there any difference between cash transfers and in-kind
transfers?

7. What can you say about the poorest recipient?

N

ounnbhbw

VI. Define the terms:

median income proportional taxation
welfare programme cash transfer

official poverty line lack of mobility
poverty network of transfers

VII. Translate into English:

1. HepiBHicTb y Aoxogax maiie Taka cama, AKOH BOHA
6yna Bigpasy nicna ppyroi csitoBoi BiMHW. 2. Y ®paHuii Ta
Amepuui, BUABNAETbCA, iCHYE Haiibinblia HepiBHiCTb y po3noai-
ni npubyTkiB nopiBHAHO 3 IHWMMKM KpaiHamu. 3. CrabinbHicTb
B Opfep)KaHHi MNEBHOro BiACOTKA CYKYNHOro nNPUOYTKY KO-
HOIO N'ATOI0 YACTUHOIO HACENEHHA € OAHMM i3 Bpakaloumx dak-
TiIB aMepUKaHCbKOi eKOHOMiKM. 4. OnopaTtkyBaHHA nponop-
Lii He, AKWO 0cobu 3 6iNbll BMCOKMM NPUBYTKOM cnnauvyloTb Yy
BUrNA4I NOAATKIB TaKy camy u4acTKy npubyTKiB, AK ocobu 3
MeHWwuMKU npubytkammn- 5. [na 6igHMX Kpawe ogeprKyBatu
ponomory rpiwmu, HiXXK ToBapamu. 6. [asaite rpowi Ta-
KAM UYMHOM, WoO6 TOMW, XTO OJEPIKYE, 3aBXKAW MaB CTUMYN
npawuoBaTtu.
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VIIl. Read and dramatize the following dialogue:

A.: Tell me please, why do we know much less about the
distribution of wealth than we do about the distribution
of income?

D.: We know much less about it because the data on wealth
holdings are not readily available. Indeed, most of the
evidence we have on wealth distribution for the U.S.
economy is based on work done in the early 1960s.

A.: Subsequent calculations based on data available in 1969
provide essentially the same picture of the distribution of
wealth. The top 0,5% of the population held about 23%
of the wealth and the top 1% of the population about
30% of the wealth.

D.: What is the situation in the U.S. economy concerning the
effects of sex discrimination?

A.: On average, working women earn only $0.70 for every
$1.00 earned by working men. What accounts for this
difference?

D.: Two economists studied this question using data from the
mid 1970s. At that time, the differences could be accounted
for in the following way. First, the work history of women
differs considerably from that of men.

A.: Yes, it does. It's a fact of common knowledge that while
most men enter the work force shortly after completing
school and continue to work full time thereafter, women
have more varied work experience.

D.: The average white male has spent only six months out of
the labor force, most of that time immediately after
completing school; in contrast, the average white female
takes almost a six-year break in mid-career, usually to
raise children,

A.: All of these and other factors combined still leave women

with wages $ 174 lower than men,

.. What does this mean?

: It suggests that markets do not necessarily reward workers

just on the basis of productivity and that some sort of
discrimination may exist,

>0

IX. Make up your own dialogue using the following
expressions:
median income to be rewarded
aggregate income to be headed by
in-kind transfer to be referred to
distribution of goods official poverty line
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X. Paraphrase the sentences using Subjunctive Il as in the
model:

Mo del: Afamilyisnotin poverty if its income is more
than one-half the median income.
If a family were in poverty, its income wouldn't
be more than one-half the median income.

1. Individuals choose not to make changes in order to in-

crease their earnings, so lack of mobility occurs. 2. They don't
earn a lot of money, so they are given a cash transfer.
3. There is sex discrimination, so men and women don't receive
the same amount of money. 4. People have no wide range of
possibilities to obtain a job, so many families live below the
official poverty line,

XI. Complete the following sentences:

1. if all workers were rewarded handsomely ... . 2. The
transfer would be in-kind if .... 3. If they had lower incomes
4. A society would not make a decision to transfer
income to the poor if ... . 5. If the distribution of income had
been relatively stable. . . .

XIl. Translate into English:

1. fAKk6u He 6paKyBano Mob6INbHOCT, AOXO0AM Ppi3HUX oOCI6
He Bigpi3HAnuca 6. 2. Ak6u npubyTKM po3noginanuca cnpasgi
piBHOMipHO, un 6yB 6M TOAi CEHC roBOpUTU NpPO AKYCb rpyny
NPauiBHUKIB AK TaKy, WO XuBe B 6igHocTi. 3. AK6U eOHMU XKunaun
Ta npauloBanuM B 6inbw pPO3BUHEHIN KpaiHi, BOHU mManu 6 BULLi
npubytku. 4. AK6M He 6yN0 AUCKPUMIHALIT 32 CTaTTIO, KIHKK
oTpumyBaniM 6 TaKy camy 3apobiTHy nnaty, AK i YONOBIKM,
BUKOHYIOYM OAHAKOBY poboTy.

Xlll. Communicative situations:

1. Should people who work in riskier jobs earn higher incomes?
If your answer is yes, is the inequality necessarily «bad».
Explain why.

2. What does it mean to say that a person is «living in po-
verty»? Explain your reasoning.

3. If luck were more important than education in determining
one's income, would the distribution of income be «fair»?

Discuss it.
4. What can you say about cash transfer in this country?
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Lesson 25

AGGREGATE SUPPLY

I Read and memorize the following words, word-
combinations and word-groups:

aggregate supply — cykynHa nponosuuis

e.g. We begin our analysis of macroeconomic fluctuations
by examining the determinants of potential real output and
aggregate supply.

potential real output — norteHujiive peanbHe BMpO6HULTBO

e.g. Potential real output is determined by the natural
resources available to an economy, the technologies that it
has developed or acquired, the amount of capital that it has
accumulated, and the amount of labor it has available.

to fully employ labor resources — nosHoio mipoio BuKo-
pucToBYBaTU TPYAOBI pecypcu

e.g. Labor resources are fully employed when there is an
equilibrium in each labor market.

the real wage — peanbHa 3apobitHa nnata

e.g. The real wage is the purchasing power of the wage
payment, which is in turn the amount of money paid to workers
per hour, week, or month of work.

equilibrium in the labor market — pisHoBara Ha puHKy
npaui

e.g. Equilibrium in the labor market, as in any market,
occurs when the amount willingly supplied is equal to the
amount willingly demanded,

unemployment — 6e3pobirra

e.g. Unemployment occurs, because the real wage does
not quickly adjust to a new equilibrium when the demand or
supply of labor changes.

true unemployment — peanbHe 6e3pobirTa

e.g. Another part of unemployment is true unemploy-
ment — there are no job openings corresponding to those
who are without work.

cycle unemployment — uukniune 6e3pobirtta

e.g. The lack of jobs is a consequence of the business
cycle unemployment.

structural unemployment — crpyktrypHe 6e3pobitTa

e.g. The lack of jobs may also correspond to a problem
with skills and training (structural unemployment).
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frictional unemployment — ¢pukuiiine 6e3pobitta

e.g. Frictional unemployment results when individuals
leaving one job (or looking for a first job) do not immediately
find a new job, even though there are vacancies in the economy,

recession — cnag BMpo6HULTBa

e.g. A recession wilt be accompanied by declining prices
and nominal wages, but the economy will eventually tend
toward full employment and the production of potential real
output.

Il Give English equivalents of the following:

CYNPOBOAKYBATUCA 3HUMKEHHAM LiH piBHOBara Ha pUHKy npawi
Ta HOMiHaZIbHOI NaTH BiANOBigHA BaKaHciA
NOBHOK MipOIO0 BUKOPUCTOBYBATU BUPOBGHUYA NOTYKHICTb
TPYAOBi pecypcu cnap BMpo6bHuuTBa
34i6HOCTi, WO BiANOBIAAOTL NEBHil LyKaTh poboty
pobori

noTeHLujiiHe peanbHe BUPOOGHULTBO

lll. Fillin the blanks with appropriate words:

1. If these productive ... are fully and underestimate
efficiently employed, thereis a ... no corresponding
amount that the economy can produce. vacancy

2. Frictional unemployment ... when indi- looking for
viduals leaving one job (or looking for declining
a first one) do not immediately find a maximum
new job, even though there are increase
vacancies in the economy. inputs

3. ... a job does not solve this unemp- results

loyment problem this is ... .

4. Published unemployment data will
the true unemployment rate because
discouraged workers will have quit
looking for jobs out of frustration.

5. As real wages fall, firms will increase
their employment of workers and real
output will... .

6. A recession will be accompanied by ...
prices and nominal wages.

IV. Read and translate the text:

We begin our analysis of macroeconomic fluctuations by
examining the determinants of potential real output and
aggregate supply. This potential real output is determined by
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the natural resources available to an economy, the technologies
that it has developed or acquired, the amount of capital that it
has accumulated, and the amount of labor it has available. I
these productive inputs are fully and efficiently employed,
there Is a maximum amount that the economy can produce —
its production possibilities.

Potential real output is the output that would be produced
if all resources, including labor, were fully employed. Labor
resources are fully employed when there is an equilibrium in
each labor market. That is, when everyone who wants to
work at the prevailing wage is able to work, labor is fully

employed.
Full employment is associated with the amount of labor
firms want to employ — labor demand — and the amount of

time that individuals want to supply to the market, given the
other uses to which these individuals can put their time —
labor supply.

The real wage fs the purchasing power of the wage
payment, which is in turn the amount of money paid to workers
per hour, week, or month of work.

Equilibrium in the labor market, as in any market, occurs
when the amount willingly supplied is equal to the amount
willingly demanded, that is, when the number of persons
willing to work at a particular real wage is exactly equal to the
number of persons that firms want to employ.

Unemployment occurs, because the real wage does not
quickly adjust to a new equilibrium when the demand or
supply of labor changes.

Frictional unemployment results when individuals leaving
one job (or looking for a first job) do not immediately find a
new job, even though there are vacancies in the economy.

Not all unemployment is frictional, however. Another part
of unemployment is true unemployment — there are no job
openings corresponding to those who are without work.
Looking for a job does not solve this unemployment problem —
there is no corresponding vacancy. Sometimes the lack of jobs
is a consequence of the business cycle unemployment, but
the lack of jobs may also correspond to a problem with skills
and training (structural unemployment). For example, someone
who doesn't have a high-school education may be willing to
work but will probably have fewer job-related skills and thus
fewer employment opportunities.

Published unemployment data will underestimate the true
unemployment rate because discouraged workers will have
quit looking for jobs out of frustration.
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When labor is unemployed, however, nominal wages wifi
eventually begin to decline. As they do, real wages wiil fall.
As real wages fall, firms will increase their employment of
workers and real output will increase- Thus a recession will be
accompanied by declining prices and nominal wages, but the
economy will eventually tend toward full employment and the
production of potential real output (pp. 464—486)\

V. Answer the following questions:

1. What is frictional unemployment?

2 Jsit possible to eliminate frictional unemployment?

3. If the population in a country increases at a moderate rate
through time, what will happen to potential real output?

4- To what extent is unemployment «voluntary»?

5. Why should a market economy move toward full employment
in the longrun?

6. What is full employment associated with?

VI. Define the terms:

real wage structural unemployment
recession frictional unemployment
true unemployment nominal wage

cyclical unemployment aggregate supply

V1L Translate into English:

1. AIKWo peanbHa 3apobiTHa nnata 3pocCTaE, TO KiNbKicTb
nogeit, 6arkalouMx npauloBaTH, TaKoX 3poctae. 2. byab-AKa
piBHOBara Ha pMHKY NpaLi BignoBigaTMMe NOBHi 3alAHATOCT.

3. MopatkoBa NoniTUKA, AKA Ma€ BN/IMB Ha PUHOK Npaui, BNAu-
BaTUME TaKOX Ha noTeHuiiiHe peanbHe BUPO6HULTBO. 4. Konm
PUHOK npaui nepebyBae y cTaHi piBHOBarW, ToAi peanbHe BU-
PO6HMLTBO Ta NOTEHLiliHe peasbHe BUPOOHULTBO 36iratoTbeA.

5. Mpu 6e3pobiTTi peanbHe BUPOGHUUTBO 6yae MEHLIMM, HiXK
noTteHuiiiHe peanbHe BUPO6HUUTBO. 6. Cnag BUMPOGHULTBA CY-
NPOBOAXKYETHLCA 3HUMKEHHAM HOMiIHaNIbHOI 3apOb6iITHOI NAaTK.

7. MNoTeHujiiiHe peanbHe BUPOGHULTBO BU3HAYAETLCA pPeasibHU-
MU eKOHOMIYHUMU pecypcamm.

VIil.Read and dramatize the following dialogue:

A.: Unemployment can only result if there is less-than-perfect<
adjustment of nominal wages to the price level changes»
That is unemployment is a consequence of sticky nominal
wages. And, if nominal wages are sticky, real output will
change when aggregate demand changes.
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B.: Why should nominal wages be sticky?

AOne answer is that nominal wages might be sticky because
firms and indivlluals have different expectations about what
is happening to the price level and real wages or because
firms and individuals have different abilities to respond to
changes in nominal wages.

B.: Why would firms and individuals have different expec-
tations?

A.: If information about the real wages is costly to obtain
because individuals must search over different job oppor-
tunities and wage offers, simultaneously trying to decide
what is happening to the price level, then individuals
may have expectations about what is happening to the
real wages that differ from firms.

S.: For example, if your expenditures for groceries incre-
ased this week how would you determine whether the
change was because of a general inflation instead of a
change in the relative price of the particular things you
bought?

A.: This is not a simple question to answer. Changes in prices
in particular markets are relatively easy to observe. But
deciding what this means in terms of price-level changes
is a much more difficult matter. When you shop one week;
chicken will be 1.30 dollar per pound; the next week it
could be 0.95 dollar per pound. Week to week, some
prices go up, other prices go down. Most of these changes
are relaiive-price changes that occur in response to changes
in market supply and market demand.

B.: Sure, but they do not indicate that the price level is
going up or down. However, during an inflation, on average,
prices will creep up; during a deflation, on average, prices
will creep down.

A.: There is no easy way to quickly tell if the price changes
that we all observe are relative-price changes, or part of
a broader pattern of price changes associated with a price-
level change.

S.: Yes, | agree with you. It is difficult to know whether, on
average, the price level has gone up or down. Even in
periods of inflation when we have become used to price-
level changes, it is difficult to know whether the rate of
inflation is increasing or decreasing. Thank you for your
competent answers.

AYou're welcome.

163



IX. Make up your own dialogue using the following
expressions:

equilibrium in the labor market to increase

to decline full employment
to be accompanied unemployment
purchasing power nominal wages
recession

X. Replace the attributive clauses by the Infinitive:

M o d e | : This is the real wage which must be paid to workers
per hour, week, or month of work.
This is the real wage to be paid to workers per
hour, week or month of work.

1. These are macroeconomic fluctuations which will be
examined by experts. 2. The question of full employment
which will be discussed later is rather difficult- 3. This is potential
real output which must be determined by the natural resources
available to an economy, 4. The data about unemployment
which must be obtained are of great importance- 5. This is
recession which will be accompanied by declining prices and
nominal wages.

Xl. Make sentences with seem and appear according to
the model:

Mo d el : Arethey discussing equilibrium in the labor
market?
They seen? to be discussing equilibrium in the
labor market.
1. Does the lack of jobs affect unemployment? It seems

2. Have they received their wages? They seem .... 3. Has he
lost his job recently? He appears .... 4. Are they discussing
the problem of full' employment? They seem .. . 5. Is he

looking for a job now? He appears ....

Xll. Translate into English:

1. BoHu xoTinn, wob im AoknagHoO po3nosian npo npobne-
mu 6e3pobiTrTa B 3axigHMX KpaiHax. 2. Lle uikaBe NUTaHHA, fKe
cnig obroBoput Ha 360pax. 3. BiH nepwum oTpumaB 3apobiTHY
nnaty y siaaini. 4. BiH NoACHUTL Bam, AK MOBHOIO MiPOIO BMKO-
puctatn TpyaoBsi pecypcu, 5. BoHu xoTinm, wob6 im noAcHuau
Pi3HULIO MiXK peanbHOK Ta HOMIHANbHOK 3apobiTHOW naa-
TOlO.
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Xlll. Communicative situations:

1. Economises have suggested that the frictional rate of
employment has increased during the past two decades.
Why might this have occurred?

2. Would the costs associated with unemployment be the
same for a teenager as for a head of a household?
Do the unemployment statistics treat these two persons
differently? Should they?

3. What does the equilibrium in the labor market depend
on? Why?

Lesson 26

AGGREGATE DEMAND

I Read and memorize the following words, word-
combinations and word-groups:

aggregate demand — cykynHwmit nonut

e.g. When price and nominal-wage adjustments are slow,
changes in aggregate demand will lead to changes in actual
real output.

to employ fully productive resources — nosHictio BuKOPU-
CTOBYBaTM BUPO6HUUi pecypcu

e.g. Aggregate demand and aggregate supply are useful
concepts only if they help us understand why an economy
may not always fully employ its productive resources, have
price stability, or grow at an acceptable rate.

individual consumption — iHgusigyanbHe cnoxusaHHs

e.g. Individual consumption is directly influenced by
individual income.

to save income — HakonuuyBaTh NpUGYTOK

e.g. Individuals (and economies that are not engaged in
International trade) can only do two things with their income:
they can consume it or save if.

to smooth consumption — eupisHioBaTH cnoXuBaHHA

e.g. Aggregate consumption may differ from aggregate
real output because individuals want to save in order to smooth
consumption relative to income.

life cycle consumption behavior — pexum cnoxkusanHs
YNPOAOBK XUTTA
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e.g. In pari, current consumption wifi be based on our
best estimate of our lifetime income and how long we expect
to live- This kind of smoothing behavior is a life-cycle
consumption behavior,

saving — 3aolwaaKeHHA

e.g. Saving allows people to transfer consumption from
the present to the future,

investment — iHsecTuuji

e.g. If desired investment exceeds desired saving, firms
will find that their inventories are lower than they want them
to be.

inventories — o6opotHi ¢oHau; (ToBapHO-)maTepianbHi
3anacu

e.g. If desired aggregate saving exceeds desired aggregate
investment, firms will accumulate unwanted inventories,

adjustment — peryniosaHHs

e.g. Many different kinds of adjustment might occur. Prices
may change. Interest rates may change.

fiscal policy (activities) — ¢ickanbHa nonituka (aisanbHictb);
¢iHa He 0B 0-6104KeTHa NoAITUKA

e.g. Government spending, taxes, and subsidies are the
fiscal activities of government.

marginal propensity to consume — rpaHuMuHa CXUAbHICTL
[0 CMOXMUBaHHA

e.g. Economists define the marginal propensity to consume
(MPC) as the change in consumption per dollar change in
income.

capital stock — ocHoBHuMi4 Kanitan

to offset depreciation — komneHcyBaTh 3HeuUiHeHHs

e.g. Investment occurs when real output is used to increase
the existing capital stock or offset depreciation.

Il. Give English equivalents of the following:

diHaH co Bo-6l0aKe TH a Hamipm 3auikaBneHux ¢pipm abo
BiANbHICTb ypaay oci6
BUXOAWUTU HA NEHCilo PeXX1M CNoXKMBAHHA YNPOAOBK
3MiHIOBaTUCA MicALb 3a Mica- KUTTA
uem BUPIBHIOBATU CMOXUBAHHA
no6iyHo BN/AMBaTK Ha CYKyn- rPaHUYHA CXMAbHICTb 4,0 CNOXU-
HUWA nonuTt BaHHA
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lll. Fill in the blanks with appropriate words:

1. Saving allows people to ... consumption from current

the present to the future, transfer

2. We also save because of uncertainty about adjustment
our future ... and about how long we will lower
live, income

3. ... consumption will not be based solely demand
on current income. increase

4. Investment occurs when real output is used
to ... the existing capital stock.

5. If desired investment exceeds desired saving,
firms will find that their inventories are ...
than they want them to be.

6. Increased government expenditure increases
aggregate ...,

7. Many different kinds of might occur.

Prices may change. Interest rates may change,

IV.Read and translate the text:

Aggregate demand and aggregate supply are useful
concepts only if they help us understand why an economy
may not always fully employ its productive resources, have
price stability, or grow at an acceptable rate.

Supply and demand help us organize the way we think
about these markets because each directly corresponds to the
intentions of self-interested firms or individuals.

Individuals (and economies that are not engaged in
international trade) can only do two things with their income:
they can consume it or save it.

Individual consumption is directly influenced by individual
income.

While consumption is undoubtedly related to income, it is
unlikely that consumption will vary exactly as income varies.

Saving is foregone consumption. Essentially, saving allows
people to transfer consumption from the present to the future.

When a person's income fluctuates from month to month,
he or she can smooth consumption by saving and dissaving
and consumption will be based on some expected or average
monthly income rather than on actual monthly income.

Aggregate consumption may differ from aggregate real
output because an individual wants to save in order to smooth
consumption relative to income.

What determines current consumption if we save for
retirement? in part, current consumption will be based on our
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best estimate of our lifetime income and how long we expect
to live. This kind of smoothing behavior is known as life-cycle
consumption behavior.

We also save because of uncertainty about our future income
and about how long we will five. We may get sick or Injured
in some way or we may become unemployed. If we do, our
income will fall, perhaps dramatically.

Saving is a way of transferring current income into future
consumption. Because of fluctuating incomes associated with our
jobs, declining incomes with retirement, and uncertainties about
length of life, sickness, incapacitation, or unemployment, individuals
will choose to consume some of their current income and save or
dissave, thereby smoothing consumption through time.

Current consumption will not be based solely on current
income.

investment occurs when real output is used to increase the
existing capital stock or offset depreciation.

If desired aggregate saving exceeds desired aggregate
investment, firms will accumulate unwanted inventories. Conver-
sely, if desired investment exceeds desired saving, firms will find
that their inventories are lower than they want them to be.

Many different kinds of adjustment might occur. Prices may
change. Interest rates may change. The production of real
output may change. It turns out that with sticky prices, output
changes occur before prices fully respond.

Individuals make consumption and saving decisions. Firms
make investment decisions. But there is another participant in
the economy — the government. Government activities may
affect the economy in one of two ways. First, government
spending directly affects aggregate demand. Second, go-
vernment taxes and subsidies directly affect consumption, saving,
and investment and, hence, indirectly affect aggregate demand.
Government spending, taxes, and subsidies are the fiscal acti-
vities of government.

Increased government expenditure (like increased desired
consumption or increased desired investment) increases aggre-
gate demand. Decreased government expenditure (like decre-
ased desired consumption or decreased desired investment)
decreases aggregate demand.

Since consumption expenditures are determined by income,
albeit in complex ways, changes in income will also affect
consumption. How individuals respond to changes in income
turns out to be important. Economists define the marginal pro-
pensity to consume (MPC) as the change in consumption per
dollar change in income.
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V. Answer tfie following questions:

1. What is individual consumption influenced by?

2. What phenomenon is known as life-cycle consumption be-
havior?

3. What is the consequence, when desired saving is not equal
to desired investment?

4. What is referred to as fiscal policy?

5- What can individuals do with their income?

6. Why may aggregate consumption differ from aggregate
real output?

7. What can you say about government expenditures?

VI. Define the terms:

fiscal activities of government aggregate demand
life-cycle consumption behavior aggregate supply
marginal propensity to consume (MPC) saving

VII. Translate into English:

1. ®ipmu BUpOGANAIOTL TOBapu, TOMY LLO CrOXuWBadi 6aka-
I0Tb KynuTK iX. 2. HakonuuyeHHA cnpuAloTb CTBOPEHHIO Kanitany
Ta EKOHOMIYHOMY 3pOCTaHHI0. 3. [lep)aBHi BWAATKU, NOAATKU
Ta cybenaii — ue diHaHcoBO-6l0AKETHA AiANbHICTL  ypaay.
4. CyKynHUA NONUT 3HUNKYETbCA, KON 3pOCTaloTb NOAATKM, i
3pPOCTaE, KONM NOAATKM 3MEeHLWYyloTbcA. 5. Y cyuyacHii puHKOBIA
€KOHOMiILi 3MiHW B CYKYMHOMY BWMYCKY CMOCTEpiraloTbCcA u4ac-
Tilwe, HiXK 3MiHM B 3araJibHOMy PpiBHi LiH. 6. Jllogu MOXyTb
BUTpayatTm abo 3aowaplKyBaTu CBili NpubyTOK. 7. Po3B'A3aHHA
TaKUX NUTaHb, AIK AepXKaBHi BUAATKU, NOAATKM Ta cybcupaii Hane-
}uTb Ao chepu piHaHCOBO-6104KETHOI NONITUKMN.

VIIl. Read and dramatize the following dialogue:

Banker:Mrs. West, | was sorry to hear of your husband's
death.

Mrs. West: Thank you. I'm pleased that the bank was named
executor of the estate.

B.: Well help you in every way we can. We've looked
through the contents of the safe-deposit box and
made an inventory. Everything seems to be in good

order.

Mrs. W.: | know so little about my husband's affairs.

B.: Our counseling service is for people in just your
position.

Mrs. W.: I'm most concerned about my immediate expenses.
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B.: Well, we're empowered under the terms of the will
to provide you with an allowance until the estate
has been probated.

Mrs. W.: Oh, that's fine.

B.: And there are three life insurance policies. You are
the beneficiary in each of them.

Mrs. W.: Yes, | knew about those.

B.: The benefits from these policies will be paid directly
to you within the next two weeks.

Mrs. W.: Oh, I don't have to worry, then.

B.: No. The income from your inheritance is going to
be quite sizable. Of course, we don't know yet
what demands will be made against the estate.

Mrs. W.: As far as | know, there are no large creditors.

B.: We hope not. You understand, also, that this bank
is named trustee under the will. This means that we
will take care of the portfolio of an annual report of
all transactions.

Mrs. W.: Yes, | understand that. | feel much better about the
future now.

IX. Make up your own dialogue using the following
expressions and word-combinations:

aggregate demand to employ fully productive resources
aggregate income to smooth income

fiscal policy to offset depreciation

desired investment desired saving

X. Combine the given two sentences into one using the
Objective Infinitive Complex:

M o d e | : They will tell us about Trust Services, | expected.
| expected them to tell us about Trust Services.

1. Firms made investment decision. | heard it. 2. Increased
government expenditure increases aggregate demand. We
consider it. 3. We save because of uncertainty about our
future income and about how long we shall live. The life
caused it. 4. Individual consumption is directly influenced by
individual income. We think so. 5. Aggregate demand and
aggregate supply are useful concepts only if they help us
understand why an economy may not always fully employ its
productive resources, have price stability, or grow at an
acceptable rate. We know it. 6. Saving is a way of transferring
current income into future consumption. | suppose it.
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XL Change the following complex sentences into simple
ones using the Objective Infinitive Complex;

Model: We expectthatfirmsproduce goods of high

quality.

We expect firms to produce goods of high quality.

1. People expect that saving allows them to transfer

consumption from the present to the future. 2. We think that
the firms accumulate unwanted inventories, if desired aggregate
saving exceeds desired aggregate investment. 3. We consider
that government spending, taxes and subsidies are the fiscal
activities of government. 4. Consumers believe that they
purchase goods of high quality. 5. We know that changes in
aggregate demand lead to changes in actual real output.

Xll. Translate into English:

1. Ham pyxe xotinoca 6, wo6 cnoxueadi i3 3ago0BONEH-
HAM KynyBasu Hawi ToBapu. 2. Mu BBaXXaemo, WO B Hel [0C-
TaTHiW BRacHM AocBiA Yy Wik chepi BUpOOGHMUTBA i BOHA MoOXKe
po3nouyatn cBoto cnpasy. 3. fl cnopgiBalocsa, WO TM HaBUYMLICA
HAKONMUYyBaTU CBOI NpuOYTKU. 4. Al 3HAI, WO CYKYNHUA NONUT
3HMKYETbCA, KOAM 3pOCTalOoTb NoAaaTku. 5. BaTbKu cnogisaloTbea,
LU0 BiH CTaHe rapHUM NiANPUEMUEM | MaTUMe B/lacHUiA 6i3Hec.

Xlll. Communicative situations:

1. What will happen to aggregate demand if firms become
more pessimistic about the future?

2. What will happen to aggregate demand if firms become
more optimistic about the future?

3. Discuss the ways in which government activities may affect
the economy.
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Lesson 27

FURTHER CONSTRAINTS
ON STABILIZATION POLICY

I. Read and memorize the following words, word-
combinations and word-groups:

stabilization policy — nonituka cra6inisauii ekoHomiuHOI
KOH'FOHKTYpU

e.g. If is important to remember that the crucial issue for
stabilization policy is whether an economy moves towards full
employment quite rapidly or quite slowly.

interest rate — craska Bigcotka

e.g. Appropriate fiscal policy will be relatively more effective
if stimulative policies do not affect interest rates by much or
interest rates do not affect investment by much.

elasticity — enactuuHicTb; rHyukictb

e.g. long-term monetary policies will be affected by the
income elasticity of demand for real money balances and the
price-level elasticity of demand for nominal money balances.

monetary policy — rpowoBo-KpeguTHa NOAITUKA

e.g. A stimulative monetary policy requires an increase in
the money supply.

automatic stabilizer — asromaTtuunmii crabinizatop ekoHomiku

e.g. An automatic stabilizer is an expenditure law or tax
law that automatically increases expenditures (or decreases
taxes) when an economy enters a recession.

government transfer payments — ypaposi TpaHcdeptHi
BMNAATU

e.g. Since more people are becoming unemployed during
a recession, government transfer payments increase

predictability — moxnausictb nporHosyBaHHA

e.g. Predictability is important in efficiently organizing
economic activity and the inconsistency of expectations creates
a less predictable economic environment.

Il. Give English equivalents of the following:

BiAHOCHA e(PEKTUBHICTb CTaBKa BiACOTKa
diHaHcoBO-6104KETHOI Ta [,0BroCTPOKOBa NOANITUKA
rPOLLOBO-KPEAUTHOI NONITUKKN MO/IMBICTb NPOrHO3yBaHHA

TMMYACOBi 3MiHM B AoX0AaX EKOHOMIYHe cepeaoBuULLe

ypAAoBi TpaHchepTHi BUNAaTH CTUMYNALiNHI 3axoan

cnag, BMpo6HULITBA noAaTKoBa NONITUKA
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MIl. Fill in the blanks with appropriate words:

1. The relative effectiveness of fiscal and increase
monetary policies depends on the does not respond
interest elasticities of investment aboom
demand and money .... temporary

2. The response of the demand for mo- demand
ney to a change in the level of real increases
... is also important to stabilization output
policy. expenditures

3. With a ... tax cut, individuals should recovery
expect lower disposable income in tax change
the future because taxes will ... after
that,

4. To offset changes in desired invest'
ment requires a relatively large ... .

5. Consumption ... fully to changes
in income.

6. An automatic stabilizer is an expendi-
ture law or tax law that automatically
increases ... when an economy enters
a recession.

7. Government transfer payments automa-
tically increase during a recession and
automatically decrease during ... or ....

IV. Read and translate the text:

It is important to remember that the crucial issue for stabilization
policy is whether an economy moves toward full employment
quite rapidly or quite slowly. In short, the important question
for much of macroeconomics is: How long is the long run?

Even if stabilization policies were useful because they could
move the economy toward full employment or stabilize prices
more quickly than the economy would of its own accord,
there remains an important policy issue: What is the best way
to stabilize the economy — with activist, countercyclical
monetary and fiscal policies or with nonactivist, rule s-direc ted
monetary and fiscal policies?

The relative effectiveness of fiscal and monetary policies
depends in part on how sensitive desired investment and the
demand for money are to interest-rate changes or, in the
jargon of economics, on the interest elasticities of investment
demand and money demand.

Obviously appropriate fiscal policy will be relatively more
effective if stimulative policies do not affect interest rates by
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much or if interest rates do not affect investment by much (that
is, if crowding out does not occur).

Monetary policy will be less effective if either the demand for
money is inelastic with respect to the interest rate or if desired
investment is inelastic with respect to the interest rate.

The response of the demand for money to a change in the
level of real output is also important to stabilization policy. Long-
term monetary policies will be affected by the income elasticity
of demand for real money balances and price-level elasticity of
demand for nominal money balances. Because individuals use
saving as a way of smoothing consumption relative to changes
in income, temporary changes in income will not necessarily
result in consumption changes of equal size. This poses a se-
rious problem for fiscal policy. If a tax change, say a tax cut de-
signed to stimulate aggregate demand, is perceived as temporary,
individuals might increase consumption somewhat but are more
likely increase their saving in order to smooth consumption.
Why? With a temporary tax cut, individuals should expect
lower disposable income in the future because taxes will increase
after the temporary fax cut. Consumption does not respond
fully to changes in income. To offset changes in desired
investment which would otherwise lead to a change in aggregate
demand, then, requires a relatively large tax change. In addition
if the tax change is viewed as temporary, consumption may
not change.

Temporary change in tax policy will not affect consumption
much since consumption is determined by expectations about
income over a long period of time.

An automatic stabilizer is an expenditure law or tax law that
automatically increases expenditures (or decreases taxes) when
an economy enters a recession, and automatically decreases
expenditures (or increases taxes) when an economy enters a
period of inflation.

A second source of macroeconomic stability \s the relative
stability of government expenditures through economic cycles.
While investment and, to some degree, consumption
expenditures rise and fall with the economic cycle, the relative
stability of government expenditures means that these
expenditures become relatively more important during recessions
and relatively less important during booms,

A third source of macroeconomic stability is the govern-
ment's transfer system. During a recession, individuals automa-
tically qualify for welfare and unemployment compensation
should they become unemployed. Since more people are beco-
ming unemployed during a recession, government's transfer
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payments increase. Conversely, during a recovery or a boom
when the unemployment rate decreases, so do unemployment
and some transfer payments.

Government transfer payments automatically increase during
a recession and automatically decrease during a recovery or
boom, thereby automatically stabilizing the economy.

An important reason for rule-governed policy is that expec-
tations about policy responses can influence how a policy affects
an economy. Predictability is important in efficiently organizing
economic activity and the inconsistency of expectations with
the actual policies pursued will create a less predictable economic
environment.

V. Answer the following questions:

1. Why will permanent tax cuts lead to larger increases in
consumption than temporary tax cuts?

. When will fiscal policy be more effective?

. What are the main sources of economic stability?

. What is an important component of aggregate demand?

. What does the relative effectiveness of fiscal and monetary
policies depend on?

. When will appropriate fiscal policy be relatively more
effective?

. What will temporary changes in income result in?

8. What is an important reason for rule-governed policy?

[+)] ubrhwWN

~

VI. Define the following terms:

recession monetary and fiscal policies
automatic stabilizer predictability

interest rate to create a predictable economic
temporary tax cut environment

VII. Translate into English:

1. Tumuacosi 3MmiHM B N04aTKOBIA NOAITUL HE BNAIMBAIOTb Ha
piBeHb cnoXXuBaHHA. 2. Y 1964 p. KoHrpec 3HU3MB NOJATKM Ha
18 %, Wo 3yMmOBWM/IO MiABULLEHHA PIBHA CNOXKUBaHHA. 3. Bucokuit
piBeHb nogaTkie aBTOMaTUYHO cTabinisye ekoHomiky. 4. 3a
diHaHcoBMi 1980 piK 30BHIWHIA HauioHanbHUii 6opr CLUA cTtaHo-
sus $121 minbapg. 5. Ypag CLWA sunnatme $12 minbappais 3a
BiACOTKaMK. 6. YpA[ NOBUHEH KepyBaTU FPOLUOBO-KPEeAUTHOK Ta
¢iHaHCcOBO-6l04KETHOIO NONiITUKOW. 7. EKOHOMICTUM HeoaHOCTalHi
woAo crabinbHocTi cykynHoro nonuty. 8. TpaHchepTHi Bunaatu
YPAAY aBTOMATU4YHO 36inblIyOTbCA Nig 4Yac cnagy BMPOGHMUTBA i
3MEHLUYIOTbCA B Nepios eKOHOMIUHOI CTabiNbHOCTI.
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VIIl. Read and dramatize the following dialogue:

: The effectiveness of active stabilization policies, either fiscal

or monetary, depends in part on the expectations of indi-
vidual consumers and firms.

: | see, but this is an area of considerable dispute since it is

difficult to know precisely how individuals form expectations
and how expectations, once formed, change. What do
expectations depend upon?

Expectations depend upon the availability and costs of
gathering information. For example, how rapidly the labor
market returns to equilibrium depends upon how sticky no-
minal wages are.

And what are nominal wages adjusted to?

Adjustments in nominal wages depend very much upon
the expectations that individuals have about the effect of
changes in aggregate demand and policy responses on
the price level.

: Even if everyone knew that the price level would decline

(or increase), by how much it would decline may be a much
more difficult issue.

: Yes, if the price level will decline a lot, nominal wages

will also have to decline a lot in order to move the labor
market back to full employment. If some people believe
that the price level will only decline a little or perhaps not
at all, unemployment will persist until these expectations
change.

This is a particularly interesting area because there is a
considerable disagreement among economists.

As you know economists are notorious for disagreeing
about policy matters,

: And what is the source of policy disagreements?

Some economists believe that the best way to maintain a
steady growth in aggregate demand is for the government
to pursue steady fiscal and monetary policies. These
economists believe that aggregate demand is stable and
they are in favor of nonactivist policies.

: What are they called?
.: These economists are called «Monetarists» or more recently

«The New Classical Economists». Other economists (so-
called «Keynesians») believe that aggregate demand is
quite unstable. These economists are in favor of active sta-
bilization policies.

B.: And what can you say to summarize our discussion?

A.:

Despite these disagreements there is an agreement that
optimal stabilization policy tends to stabilize nominal GNP.
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IX. Make up your own dialogue using the following
expressions:

to maintain steady growth aggregate demand
to favor activist/nonactivist policies full employment
stabilization policies long-term policies
temporary changes income elasticity
to smooth consumption to offset changes

X. Change the following sentences into simple ones using
the Subjective Infinitive Complex:

1. It is believed that optimal stabilization policy tends to
stabilize nominal GNP. 2. It is reported that aggregate demand
is stable, 3. It is expected that nominal wages will also decline
a lot. 4. It was supposed that the effectiveness of active
stabilization policies depended on the expect ations of individual
consumers and firms. 5. It is said that unemployment will persist.

XL Change the sentences according to the model:

Mo d e l: It proved that you were right.
You proved to be right.

1. It seems that the circumstances have become strange
indeed. 2. It seems that this is not the right key. 3. It turned
out that the expectations of individual consumers and firms
changed. 4. It chanced that he understood how hard it was.
5. It appeared that this was an area of considerable dispute.
6. It seems that they don't understand how rapidly the labor
market returns to equilibrium.

Xll. Translate into English:

1. KaxyTb, Wwo ekcnepuuia 3ibpana Ayxe UiKaBUA marepian
Npo NPUPOAHI pecypcu LbOro paioHy. 2. BBaKaloTb, WO eKo-
HOMICTM Aiiwnn 3rogu wWopo e¢peKTUBHOCTI TPOLLIOBO-KpeauT-
HOi nonitkn. 3. AK nosBigOMANAIOTb, NOAATKU 3pocTyTb. 4. fAK
BiAOMO, MOK/AMBICTb NPOrHO3yBaHHA € AyKe BaXKX/IMBOKW ANA
opraHisauii eKoHomiuHOI AgianbHocTi. 5. 3paeTbea, Aeaani binbwe
Noaen LiKaBNATbCA eKOHOMIYHMMM NUTaHHAMM. 6. CTanoca Tak,
L0 TMMYACOBi 3MiHM B ONOAATKYBaHHI BNIMHYU HA NPUOYTOK.

Xlll. Communicative situations:

1. Speak about macroeconomic coordination problems.
2. Why do economists disagree on appropriate stabilization
policies? Discuss it.
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Lesson 28
THE NATIONAL DEBT

I. Read and memorize the following words, word-
combinations and word-groups:

treasury bonds — kaswHauelicbki obnirauii

e.g. Treasury bonds: Promissory notes (IOUs — | owe
you) issued by the U.S. Treasury,

national debt — pep:xasnuii 6opr

e.g. National debt: Accumulated debt of the government,

liability — siganosiganbHictb, 3aboprosanictb, 6opr; nacus

e.g. Liability: An obligation to make future payment; debt.
But those same bonds are an asset to the people who hold
them.

asset — aktus

e.g. Asset is anything having exchange value in the market
place; wealth.

internal debt — sHyTpiwHii1 6opr

e.g. All of the debt held by U.S. households, institutions,
and government entities is referred to as internal debt.

external debt — 3osHiwHiii 6opr

e.g. All of the bonds held by foreign households and
institutions is referred to as external debt.

refinancing — pediHaHcyBaHHA, aopaTKoBe diHaHCyBaHHA

e.g. Refinancing: The issuance of new debt is payment of
debt issued earlier.

deficit ceiling — makcumanbHuii posmip aediumnty

e.g. Deficit ceilings are explicit limitations on the size of
the annual budget deficit.

budget deficit — pediuur 6Gropxery

e.g. The amount by which government expenditures exceed
government revenues in a given time period. Is referred to as
budjet deficit.

debt ceiling — makcumanbuuii posmip 6opry

e.g. An explicit, legislated limit on the amount of outs-
tanding national debt is a debt ceiling.

Il. Give English equivalents of the following:

MaKCUManbHUt po3mip AediuuTy MaKcMManbHuii posmip 6opry

no3nyaTu rpowui pediHaHCyBaHHA
30BHiLLHIN 60pr Ka3HauyeucbKi o6nirauii
BHYTPILUHI 6opr 3MeHLLeHHA 6opry
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lll. Fillin the blanks with appropriate words;

1. The U.S. Treasury must finance the deficit internal
by ... money. borrowing
2. Approximately 86 per cent of U.S. national asset
debtis .... to eliminate
3. The national debt represents not only a liabi- bonds
litybutan.... external

4. ... debt can eliminate the initial opportunity
of debt-financed spending.

5. The only way to limit the national debt is ...
the budget deficits.

6. New ... have been issued to replace old ... .

IV. Read and translate the text:

We try to take a closer look at annual budget deficits and
the national debt they create. The national debt grew
sporadically until World War H, then sky-rocketed. A string of
huge deficits in the 1980s increased the national debt to $3
trillion. The U.S. Treasury must finance the deficit by borrowing
money. To do so it sells U.S. Treasury bonds.

The first thing to note about the national debt is that it
represents not only a liability but an asset as well. Every dollar
of national debt represents a dollar of assets to the people who
hold U.S. Treasury bonds. Most U.S. bonds are held by
government agencies, American households, U.S. banks, in-
surance companies and other institutions. They represent internal
debt. Approximately 86 per cent of the national debt is internal.

The last major group of bondholders is foreign. All of the
bonds held by foreign households and institutions is referred
to as external debt. At present, external debt accounts for
about 14 per cent of total U.S. debt.

New bonds have been issued to replace old bonds. This
refinancing of the debt is a routine feature of the U.S. Treasury's
debt management.

The most of America's national debt is internal. External
debt, however, poses some special problems and can be a
more legitimate worry. External debt can eliminate the initial
opportunity of debt-financed spending and impose a real burden
on future taxpayers.

The only way to limit or reduce the national debt is to
eliminate the budget deficits that create debt. The first step in
debt reduction is a balanced annual budget deficit. A balanced
budget will at least stop the debt from growing further.
A deficit ceiling of zero compels a balanced budget.
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Explicit debt ceilings are another mechanism for curbing
the national debt. They are at best a substitute for deficit cei-
lings, If a limit is set on the national debt, the only way to stay
within that limit is to reduce or eliminate the annual federal
deficit.

Deficit and debt ceilings are largely symbolic efforts to force
consideration of real trade offs, restrain government spending,
and change the mix of output.

V. Answer the following questions:

. What creates the national debt?

. Who bears the burden of the national debt?

. What does the national debt represent?

Why does the U.S. Treasury sell its bonds?

. How much does the external debt account for?

. What are the mechanisms for curbing the national debt?

OUVAWNR

VI. Define the terms:

budget deficit internal debt
Treasury bonds external debt
national debt refinancing
liability deficit ceiling
asset debt ceiling

VII. Translate into English:

1. Kynyoun KasHaueMcbKi o6nirauii, nloan nosuuyaiotb rpoui
ypagosi. 2. MMpe3uaeHt ®PpaHKniH PyseenbT o06iuAaB 36anaHcy-
BaTM depepanbHuii GlOANKET, ane He 3MIr 3yNnUHUTU 3POCTaHHA
pediunty 6rogkety. 3. Y nepiog 3 1790 go 1917 poky Aaep-
KaBHMKA 60pr CLUA nepeBuwyBaB BanoBMiIi HaLiOHA/NbHUIA MpPO-
AYKT /I1lie B POKU FPOMASAHCHKOI BiliHU. 4. OgHaK nicna 1917 po-
Ky po3mip paediumuty pisko 3pic. 5. VYpag CLUA Bonogie 1/3
yCiX KasHauelcbKuUX obnirauiii. 6. Ha npuBaTHMIA ceKTop npuna-
[ae Maiike NONOBUHA AeprKaBHoro 6opry. 7. IHO3eMHi NO3UKM
nigBuULLYIOTb pPiBEHb CNOXUBaHHA, iHBECTULiA i ¢iHaHCyBaHHA.
8. CnonyueHi LTtatTh AMmMepuKM BUKOPUCTOBYIOTb MNO3MKU AnsA
diHaHCcyBaHHA ypAL0BUX BUTPaAT.

VIIl.Read and dramatize the following dialogue:

A.: It may be comforting to know that most of the U.S. national
debt is owned internally, and much of it by the government

itself.
S.: How much of a «burden» does the debt really represent?
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: It is not so evident. None of the debt has been repaid
since you were bom. The federal government has borrowed
more money each year to finance deficits, adding to accu-
mulated debt.

see, the federal government has simply borrowed new
funds to pay debts off, but every debt requires debt-
servicing.

Yes, with $3 trillion in accumulated debt, the U.S.
government must make enormous interest payments each
year. In 1991 the U.S. Treasury paid over $173 billion in
interest charges,

.. Who gets the interest payments?

.: As noted, most of the nation's outstanding debt is interna! —
that is owned by domestic households and institutions.
Therefore most interest payments are made to people and
institutions within the United States. Most debt servicing is
simply a redistribution of income from taxpayers to bond-
holders.

It seems to me that in many cases the taxpayer and
bondholder are the same person.

In all cases, however, the income that leaks from the circular
flow in the form of taxes to pay for debt servicing returns
as interest payments.

As a result, total income is unchanged. Now | understand
why in policy debates, the aggregate size of the national
debt is the focal concern. The key policy questions are
whether and how to limit or reduce the national debt.

IX. Make up your own dialogue using the following

expressions:

to reduce the annual federal deficit to limit national debt
to eliminate the budget deficit to finance the deficit

to get interest payments to impose a burden on
to replace old bonds internal debt

external debt debt ceilings

X. Change the following sentences using participle phrases

instead of the subordinate clauses:

Mo d el A:The man who was sitting at the window made
an interesting report yesterday.
The man sitting at the window made an
interesting report yesterday.
1. People who hold bonds and stocks hope to realize a

financial gain from these assets, 2. The U.S. Treasury that finan-
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ces the deficit, sells U.S- Treasury bonds. 3. Explicit debt
ceilings that curb the national debt are another mechanism of
economic forces, 4. The federal government that borrows
money to finance deficits, adds to accumulated debt. 5. Much
of a burden that represents a debt is paid by the government
itself.
Model B: The decisions which were adopted at the
conference are supported by many scientists.
The decisions adopted at the conference are
supported by many scientists.

1. All of the debt that is held by U.S. households, institutions
and government entities is referred to as internal debt. 2. The
ways to limit the national debt which were discussed at the
conference are worth consideration. 3. The problem of external
debt which was touched upon during the round-table talk is
considered now. 4. The news which was received yesterday
impressed everybody greatly. 5. National debt which is owned
internally is referred to as internal debt.

Xl. Translate into English using Participle I, Participle Il where
it is necessary:

1. Pobota, AKy BiH po3nouas, AyXe BaxauBa, 2. CTyaeHTU
NpPoOCAyXanu KinbKa NeKuid npo gepkasHUK 6Gopr, AKi npouuTtas
Bigomuii npodecop. 3, AK 3ByTb A0MNOBiAAYa, AKUIA PO3NOBI-
Aa€e 3apa3 npo 3a6oprosaHictb? 4. [peAcTaBHUKU iHO3EMHUX
dipm cmpginn B  KOHdepeHu-3ani | o06roBopioBanM NUTaAHHA
pediHaHcyBaHHA 06'ekTiB. 5. BaHKM Ta CTpaxoBi KOMMAHii CKy-
nosyBanu ob6nirauii, BUNywWweHi KasHa4yeiCcTBOM KpaiHu. 6. PieHHs
WoA0 30BHIWHbOro 6opry, AKe 6yno yxeBaneHe Ha KoH¢epeHL;i,
3MiHMN0 NOAaNbLUY NOAITUKY KPaiHU.

Xll. Communicative situations:

1. You are a member of the government of a country N.
Try to limit or reduce the national debt of the country.
Speak about it.
2. Discuss the government's attempts to curb the national debt.
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Lesson 29

FINANCIAL MARKETS

I Read and memorize the following words, word-
combinations and word-groups:

stock market — puHoK Kanitany; poHaoBa 6ip:ka
bond market — puHOK 06nirauiii; pUHOK 4,0BrocTPOKOBO-
ro Kanirany
e.g. Three major financial markets are the stock market, the
bond market and the futures market,
bond — ob6nirauin, 6oprose 30608'A3aHHA
e.g. A certificate acknowledging a debt and the amount of
interest to be paid each year until repayment,
futures market — ¢'touepcHuit puHoK
e.g. The earliest futures markets were organized to facilitate
trading of farm products like wheat and com.
financial intermediary — ¢iHaHcoBui1 nocepegHUK
e.g. Financial intermediary: Institution (e,g, bank, stock
market) that makes savings available to dissavers (e.g. investors),
exchange — o0b6miH; 6ip»Ka; iHo3emHa BantoTa
e.g. There are 115 exchanges operating in the 26 countries
listed here: Australia, Brazil, Canada, France, India, Japan and
many others.
corporation — Kopnopau,ifi, aKkLlioHepHe TOBapuCTBO
e.g. Corporation is a business organization having a
continuous existence independent of its members (owners) and
power and liabilities distinct from those of its members,
corporate stock — akuioHepHuit Kanitan
e.g. Corporate stock represents shares of ownership in a
corporation.
shareholder — aKuioHep
e.g. Shareholders are part owners of the corporation,
dividend — gusigeHg,
e.g. Dividend is an amount of corporate profits paid out
to each share of stock.
capital gain — npubyToK Big npupocty Kanitany
e.g. Anincrease in the market value of an asset is capital
gain.
yield — npubyToK 3 LiHHMX nanepiB
e.g. Yield is the rate of return on a bond; the annual
interest payment divided by the bond's price.
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II. Give English equivalents ot the following:

diHaHcOBUI NnocepegHUK no3nyaTu rpouui

doHpoBa 6ipka aKUioHepHMi4 Kanitan
[AaBaTU NMO3UKY 6yTH nowmpeHum
6oproBe 3060B'A3aHHA PUHOK aKu,iit

¢'touepcHi puHKK KOHTPO/IOBAaTM KOMMNAHilo

LWOpPiYHI BUNAATK BiACOTKIB

Il Fill in the blanks with appropriate words;

1. Stock markets are one of the insti- to borrow

tutions that serve as ... . promissory notes
2. What people buy and sell on the dividends
stock exchanges are ... of corpora- corporation
tions. financial intermediaries
3. A tends to be the largest type demand and supply
of enterprise. ownership shares

4. The corporation may choose to re- keep control
tain earnings or pay them out to
shareholders as ... .

5. In the bond market people buy
andsell ... .

6. A bond is issued when an institution
wants money,

7. The advantage of borrowing funds
is that we can ... of the company.

8. Stock prices depend upon ... in
financial markets.

IV. Read and translate the text:

To answer the questions of what, how and for whom to
produce we look at three major financial markets: the stock
market, the bond market and the futures market (where
everything from frozen pork bellies to U.S. Treasury bonds
are traded).

Stock markets are one of the institutions that serve as financial
intermediaries. Stock markets help channel savings into
investment. Although most people immediately think of Wall
Street when they hear «stock exchange» the stock market is
highly dispersed. There are 17 different stock exchanges in
the United States and over a hundred additional exchanges in
other countries.

What people buy and sell on the stock exchanges are
ownership shares of corporations. A corporation tends to be the

184



largest type of enterprise, with average asset values measured in
millions of dollars.

The ownership of corporation is defined in terms of stock
shares. Each share of corporate stock represents partial ownership
of the business. People holding shares of corporations hope to
realize a financial gain from these assets. As part owners,
shareholders are entitled to any profits the corporation makes.

Shareholders do not necessarily receive their share of the
company's profit in cash. The corporation may choose to
retain earnings or pay them out to shareholders as dividends.
There are two motivations for buying and holding stocks —
the expectation of dividends and anticipated capital gains.

Stock prices depend upon demand and supply in financial
markets. If demand for the stock increases the stock's price will
tend to rise. Similarly, an increasing reluctance of owners to
sell would push the stock's price higher.

The bond market operates much like the stock market. The
major difference is in the kind of paper traded. In the stock
market people buy and sell shares of corporate ownership. In
the bond market people buy and sell promissory notes («fOUs» —
| owe you). A bond is a written promise to repay a loan. The
borrower may be a corporation («corporate bonds»), local
governments («municipal bonds»), the federal government
(«treasury bonds») and other institutions.

A bond is issued when an institution wants to borrow
money. The company had great ideas but not enough resources
to start production. Previously, the problem was solved by
issuing stock. A second alternative for raising necessary funds —
is to borrow money. The advantage of borrowing funds is that
we can keep control of the company. Lenders are not owners.
On the other hand, if we borrow, we have to pay the lenders
back, with interest.

Thus the bond market also functions as a financial inter-
mediary, transferring available savings (wealth) to those who
want to acquire more resources (invest). The critical issue here
is the «price» of the bond. At low rates of interest no one is
willing to lend funds to the company. The increased willingness
to lend funds is reflected in an increased demand for bonds.
This increased demand will push up the price of the bond. As
bond prices rise their implied effective interest rate (yield) falls.

In futures markets people buy and sell things that are to be
«delivered» in the future at prices agreed on today. Futures
markets make life easier for the farmer and consumer.

To summarize: The central purspose of financial markets is
to help channel the savings of consumers and businesses into
productive investments.
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V. Answer the following questions:

. What is the purpose of financial markets?

. What is the function of financial intermediaries?

. What is a financial intermediary?

What does each share of corporate stock represent?

. What do people buy and sell on the stock exchanges?

. What is the largest type of enterprise?

. What are the motivations for buying and holding stocks?
. What does the stock price depend upon?

What is the difference between the stock market and the
bond market?

10. When is a bond issued?

11. What is the futures market?

CONIOURWNR

VI. Define the terms:

capital yield

financial intermediary «start-up» funds
saving dividend
corporate stock corporation

bond futures market

VII. Translate into English:

1. Y 1988 poui KomnaHia «Yont [ucHei» nodyana nepeTBo-
proBatn 5000 akpiB 3emni nobamsy Mapuika, wo 6yna nig uUyK-
poBum 6ypAKOM, HA BenuuyesHUA napK BianouuHKy (park and
resort). 2. Ona Toro wo6 onnatutu 6yAiBHMLTBO HOBOro nap-
Ky, KOMNaHiA morna 6 BMKopucTatM BRacHi ¢oHAM, no3uKy abo
BUNYCTUTU HOBUWA NaKeT akKuid. 3. KomnaHia BuKopuctana BCi
TPU MexaHi3mun ¢iHaHcyBaHHA. 4. 3acHyBaHHA ¢oOHAOBOI 6ipXKi
8 Hblo-MopKy Biabynoca B cepeauHi XVIIl cTonitra, Konm mak-
Nepu, npoAasui Ta MNOKyNnui no4yanu 36upatuca B KaB'APHAX Ha
Yonn-ctput. 5. TopryBann nepeBaKHO 3epHOM i pabamu.
HanpukiHuyi XVIII ctonitta Toprienio 6yno 3BegeHo A0 one-
pauiii 3 ypagosumu obnirauiamm. 6. Anekc FaminbToH 36aratie
Ha npupg6aHHi Toai we pewesBux obnirauiii i ctas HailbaraTwolo
nopguHol. 7. Y 6epesHi 1792 poKy 24 maknepu 3 cemu o¢ipm
obpanu npasBniHHA | 3MiHMAM Ha3By 6ipxi. Kas'ApHa [)KoHa-
TaHa cTana ¢oHAoBOK 6ipxKet. Maknepu BCTaHOBUAM nNpa-
BW/A ToOpriBAi, po3mip KomiciiHux, Y 6epe3Hi 1830 poKy 3a
OAUH peHb 6yno npopaHo 31 akuito. ONA NOPIBHAHHA: CbOroAHi
Ha ¢oHpoBIA 6GipKi WoAHA npopaeTbca binblwe HiXK 200 minb-
AOHIB aKu,iii.
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VIIl. Read and dramatize the following dialogue:

Hello, old chap! Haven't seen you for ages. How are
you getting on? You look tired.

I've got a problem to solve. | invented a laser scanner
that could detect all mechanical, structural or electrical
defects in airplanes,

Clearly, this idea has great potential to save lives and
reduce the anxieties of travellers.

Yes, and it also might make me a millionaire.

But, to produce Air Scanners you need a manufacturing
plant, workers and materials. You will also have to obtain
a patent to protect your invention from would-be com-
petitors.

Besides, | shall need a research and development lab for
continuous testing and improvement as well as a marketing
department to demonstrate and sell the scanners.

| see, from a broader economic perspective, what you
have here is a resource allocation problem. At present, all
of society's land, labor and capital are devoted to the
production of other goods and services. Your immediate
problem is defined in far simpler terms — hard cash. To
acquire real resources — the land, labor and capital that
can produce air scanners, you must have some means of
payment.

That is the problem of raising start-up funds. | could ask
my relatives and friends for a loan, or even go door-to-
door in the neighborhood,

: This method of raising funds is not likely to achieve your
goals. Fortunately for you and other budding entrepreneurs
most households save some fraction of their income. This
flow of saving creates an enormous pool of loanable funds.
Your problem is how to tap that pool to get enough
funds to start building Air Scanners.

.. | know that financial intermediaries make the job of acquiring
start-up funds.

: A true «start-up» company like Air Scanners has nothing
more than a good idea, a couple of dedicated employees
and Big Plans.

: | cannot but mention that to fund these plans, the company
can sell shares of itself. The individuals who buy the newly
issued stock are putting their savings directly into the
corporation's accounts. When our corporation is formed,
| shall inform you. You may buy corporation's shares and
become an owner.
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A.: And | shall stand to profit from the corporation's business
or take my lumps if the company fails.

B.: | must say because the company is incorporated, you are
at a risk only for however much money you pay for your
shares.

A.: You've got a point there. | have to go. And let's hope
for the best.

IX. Make up your own dialogue using the following
expressions:

financial intermediary corporate stock
to acquire start-up funds shareholder

to realize financial gains stock market

to keep control over company to hold shares

to pay the lenders back to channel savings

X. Change the following complex sentences info simple
ones using the Objective Participle Complex:

Mo d e l: Isaw them as they were working at the stock

market.

I saw them working at the stock market.

1. | noticed them as they were trying to sell their bonds.

2. We heard them as they were discussing the advantages of
the futures markets. 3. He observed as they were making
plans for acquiring start-up funds. 4. She watched him, as he
was meeting financial intermediaries. 5. | noticed him as he was
greeting shareholders. 6. We watched the people as they were
exchanging currency.

Xl. Paraphrase the following using the Objective Participle
Complex:

M o d e | : The reporter took a photo of him.
He had his photo taken.

1. A financial intermediary makes savings available to dis-
savers. 2. The corporation pays out the dividends to the
shareholders once a month. 3. Those who borrow money will
pay the lenders back. 4. The Bank offerred a company start-up
funds, 5. The individuals have bought the corporation's issued
stock.

XIl. Translate into English:

1. Mu cnocrepiranu, AK CTyAEHTU CNyXanu NeKuilo npo
diHaHCcOBiI pUHKK. 2. CTyAEHTU CyXanu, AK IEKTOP NOACHIOBAB
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dyHKuii ¢diHaHcoBOro nocepeaHuka. 3. AKUiOHepu cnyxanu, fK
KepiBHMKU nignpuemcTBa O6roBOpIOBaM MOMK/IMBOCTI  BUMNYCKY
HOBUX aKuii. 4. MeHi Bunnatuam pusigeHgu. 5. Bam Haganu
cTapToBwmii Kanitan? 6. Po6iTHMKam npoaanu akuii nignpuemcrea.

Xlll. Communicative situations:

[

. Discuss the formation of any corporation.

2. Imagine the situation when there are no financial inter-
mediaries. Discuss it.

3. You are the chief of the corporation «... and company».

What will you produce?

What first steps must be taken to become a millionaire?

Speak about it.

Lesson 30
INTERNATIONAL FINANCE

I. Read and memorize the following words, word-
combinations and word-groups:

slope — Haxun

e.g. The demand for foreign exchange is likely to have
downward slope, while the supply of foreign exchange will
have the usual upward slope.

exchange rate — sanioTHui4 Kypc

e.g. An exchange rate is simply the price of one currency
in terms of another.

demand for foreign exchange — nonut Ha iHO3emHy Ba-
Nty

supply of foreign exchange — nponosuuia iHozemHoi Ba-
NoTH

e.g. We should recognize that the demand for foreign
exchange is likely to have the familiar downward slope, while
the supply of foreign exchange will have the usual upward
slope.

appreciation of currency — niasuweHHa BanlOTHOrO Kyp-
Cy, peBa/ibBalLifi BaNloTH

e.g. The other side of depreciation is appreciation, an
increase in value of one currency as expressed in another
country's currency.

foreign-exchange market — puHok iHozemHoi BantoTh
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e.g. Places where foreign currencies are bought and sold
are foreign-exchange markets.

gold standard — 3onotuii crangapr

e.g. Under a gold standard each country determines that
its currency is worth so much gold.

balance-of-payments deficit — pediuut nnatixkHoro 6a-
NaHcy

e.g. A balance-of-payment deficit is an excess demand for
foreign currency at current exchange rates.

balance-of-payments surplus — aktusHe canbgo nnatixkHoro
6anaHcy

e.g. Balance-of-payments surplus is an excess demand for
domestic currency at current exchange rates.

gold reserve — 3onotwii 3anac

e.g. Stocks of gold held by a government to purchase
foreign exchange are gold reserves.

flexible exchange rate — rHyukuii BanioTHMIA Kypc

e.g. With flexible exchange rates, the quantity of foreign
exchange demanded always equals the quantity supplied, and
there is no imbalance.

changes in product availability — konusanHs B 3a6esne-
YeHHi pUHKY ToBapamu
relative interest — rate changes — sBigHocHi KonuBaHHs

Bi4COTKOBOI CTaBKM1 3a BKNag0M

e.g. The important sources of exchange rate changes are:
relative income changes, relative price changes, changes in
product availability, relative interest — rate changes.

Il. Give English equivalents of the following:

HauioHanbHa BanoTa NONUT Ha iIHO3eMHy BanoTy
BapTiCTb BaNOTH HagMipHUIA NONUT Ha iHO3eMHyY BanloTy
niABULLLEHHA BaNlOTHO- AediyuT nnatikHoro 6anaHcy

ro Kypcy NiKBigYyBaTU KONMBAHHA Ba/IIOTHOIO
rHYYKUIA BaKOTHUNA Kypc Kypcy

lll. Fillin the blanks with appropriate words;

1. Depreciation of currency refers to the fact narrowing
that one currency has become ... in foreign current
terms of another one. fix

2. Appreciation is ... in value of one curren- anincrease
cy as expressed in another country's cu- cheaper
rrency. gold standard

3. One way to eliminate fluctuations in ex-
change rates is to ... their value.
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4. To fix exchange rate, each country may de-
fine the worth of its currency in terms of... .

5. A balance-of-payments deficit is an excess
demand for ... at current exchange rates.

6. Government may buy and sell foreign
exchange for the purpose of ... exchange-
rate movements.

IV. Read and translate the text;

International trade would be inefficient without foreign
exchange markets. We are able to exchange dollars for any
national currency we may desire. Thus an exchange rate is
simply the price of one currency in terms of another.

We should recognize that the demand for foreign exchange
is likely to have familiar downward slope, while the supply of
foreign exchange will have the usual upward slope.

Exchange-rate changes have their own terminology.
Depreciation of a currency refers to the fact that one currency
has become cheaper in terms of another currency.

The other side of depreciation is appreciation, an increase
in value of one currency as expressed in another country's
currency. Whenever one currency depreciates, another currency
must appreciate.

Exchange rates change for the same reasons that any market
price changes. Among the important sources are

— Relative income changes,

— Relative price changes.

— Changes in product availability.

— Relative interest-rate changes.

— Speculation,

All of these kinds of changes are taking place every minute
of every day, thus keeping foreign-exchange markets active.

Places where foreign currencies are bought and sold are
foreign-exchange markets.

Significant changes occur in currency values, however, only
when several of these forces move in the same direction at the
same time.

One way to eliminate fluctuations in exchange rates is to fix
their value. To fix exchange rates, each country may simply
proclaim that its currency is «worth» so much in relation to
that of other countries. The easiest way to do this is for each
country to define the worth of its currency in terms of some
common standard. The standard that has been most popular is
gold. Under a gold standard, each country determines that its
currency is worth so much gold.

191



In 1944 the value of the U.S. dollar was defined as being
equal to 0.0294 ounces of gold, while the British pound was
defined as being worth 0.0623 ounces of gold. This exchange
rate between British pounds and U.S. dollars was fixed at
1 pound = $2.80.

The excess demand for pounds implies a balance-of-payments
deficit for United States: more dollars are flowing out of the
country than into it. A balance-of-payments deficit is an excess
demand for foreign currency at current exchange rates. The
same disequilibrium represents a balance-of-payments surplus
for Britain, because its outward flow of pounds is less than its
incoming flow. Balance-of-payments surplus is an excess demand
for domestic currency at current exchange rates. With flexible
exchange rates, the quantity of foreign exchange demanded
always equals the quantiting supplied, and there is no imbalance.

Government may buy and sell foreign exchange for the
purpose of narrowing rather than eliminating exchange-rate
movements. Such limited intervention in foreign-exchange
markets is referred to as managed exchange rates, or, more
popularly «dirty floats».

V. Answer the following questions:

. What makes international trade so easy?

. What is an exchange rate?

. Give examples of exchange-rate terminology.

. What are the reasons for the exchange rate changes.

. What Is the only way to eliminate fluctuations in exchange
rate?

. In what terms does each country define the worth of its
currency?

7. What does the excess demand for any currency imply?
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VI. Define the terms:

exchange rate demand for foreign exchange

depreciation supply of foreign exchange
gold reserves foreign-exchange markets
appreciation balance-of-payments deficit
gold standard balance-of-payments surplus

VII. Translate into English:

1. AK6uM AnoHia B}XXuna 3axoAiB A0 CTUMYIIOBAHHA BHYTPIWHbLOI
€KOHOMIKM, TO CcnoXuBadi BuTpadanun 6 meHwe rpoweit Ha
imnopT, Kopnopauii BKnaganu 6 Kanitan B ANOHCbKI nignpu-
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€EMCTBA, @ He B aMepPUKAHCbKi. 2. 3MeHLeHHA nonuTy Ha 1 po-
Nap MNPUCKOPUTb NagiHHA MOro Kypcy MOPIBHAHO 3 AMNOHCHLKOIO
€How. 3. Ak pe3ynbTaT LiHW HAa amMepUKAHCbKi ToBapu B ANOHii.
najawTb, a UiHW Ha ANOHCbKI ToBapu B Amepuui 3pocTaloTb.
4. BaNloTHUI KypC — Lie FONIOBHUIA MEXaHi3M nepepaxyHKy Bap-
TOCTi OAHI€EI HaLUiOHaNbHOI BaNlOTU BIQHOCHO iHWOI. 5. BanoTHUA
Kypc $1 = DM1.6 o3Haua€, wo 1 ponap KowTtye 1.6 HiMmeLbKUX
MapoOK i MOro MO}KHa KynuUTU Ha PUHKY iHO3eMHOI BanloTU 3a
TaKow UiHot. 6. Y 1987 poui CnonyueHi Ltatm Amepuku pa-
30M i3 rOJI0OBHUMM TOProBMMM MNapTHEpPaMU BUTPATUAU 6/1U3bKO
$100 minbitoHis, Wob6 3anobirtu nagiHHIO aonapa. 7. Mpotarom
ycboro uboro nepiogy BiabyBaloTbca NOCTIiMHI AMUCKYCii wWwomo
«CNpPaB}XHbOI» BapToCTi Aonapa | wWoAo Toro, fika KpaiHa Mae
B)XMBaTU 3axofiB AnA 3abe3neuyeHHA uiei BapTocTi. 8. 3miHm y
Kypci BanloT He 3aBXAMW € 6axaHum asuwem. BUpo6HMKKM ToBapiB
Ha eKcnopT He XxoTiam 6, wob BapTictb BanlTM 3pocTana
(nigBUWEHHA BapTOCTi); iMmnopTrepam i Typuctam He nopobae-
TbCA, KOJIM BapTiCTb BaNlOTU 3HMXKYETbCA (NaAiHHA BapTOCTi).

VIIl. Read and dramatize the following dialogue:

A.: The demand for foreign currency originates in many ways.
First and foremost, there is a demand for imported pro-
ducts.

B.: In fact, to acquire French wines, German cars or Japanese
stereo equipment we need foreign money.

A.: Yes, | quite agree with you. Foreign travel by Americans
also generates a demand for foreign currency.

B.: Certainly, when you are travelling, you need foreign
currency to pay for transportation, hotel rooms, food and
anything else you wish to buy and can afford. Even if you
use U.S. dollars or traveler's checks on occasion, the
recipients of such money will exchange them for local
money.

A.: One can't but mention that U.S. corporations demand
foreign exchange too. General Motors builds cars in Ger-
many, Coca-Cola produces Coke in China, Exxon produces
and refines oil all over the world. In nearly every such case,
the US firm must first build or buy some plant and equipment,
using another country's factors of production. This activity
requires foreign currency and thus becomes another
component of our demand for foreign currency.

B.: And what about investment opportunities? It's of common
knowledge that foreign producers often make direct
investments in the United States.
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A.: For instance Shell and BP gas stations are a familiar example
of direct foreign investment, as are foreign auto plants
such as Honda in Ohio and Volvo in Virginia. In making
such investments, foreign firms must first demand US
currency that can be used to buy US factors of production.

B.: And sooner or later, the foreign firms will want to take some
of their profits back to their own banks and stock-holders.

A.: Yes, in doing so, they create a demand for foreign currency
as they convert the dollars they have earned in the United
States into the currencies their stockholders and creditors
can spend at home.

B.: Foreigners have the same demand for U.S. dollars that we
have for foreign currencies. In other words, demands for
U.S. dollars represent a supply of foreign currencies. That
is to say, foreigners offer to exchange (supply) foreign
currency when they desire (demand) U.S. dollars.

IX. Make up your own dialogue using the following
expressions:

foreign-exchange markets to exchange currency

the demand for foreign currency the supply of foreign exchange
exchange rate domestic prices

to eliminate fluctuations to fix exchange rates

gold standard flexible exchange rates

X. Change the following complex sentences into simple
ones using the Absolute Participle Complex:

Mo d el : Asthe weather was fine, we went for a walk.
The weather being fine, we went for a walk.

1. As the problem was complicated, we decided to meet
again on the following day. 2. As there was one way to eliminate
fluctuations in exchange rates, each country had to define the
«worth» of its currency. 3. As the US dollar was equal to 0.0294
ounces of gold, the British pound was defined as being worth
0.0823 ounces of gold, 4. As the exchange rate was flexible, the
quantity of foreign exchange demanded equalled the quantity
supplied. 5. As it was a balance-of-payment deficit, there was an
excess demand for foreign currency at current exchange rates.

XI. Read and translate these sentenses. Pay attention to the
use of the Absolute Participle Complex:

1. It being Saturday, everyone went out of town. 2. Time
permitting we shall meet tomorrow. 3. The conference over,
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the delegation returned to the country. 4. His voice trembling,
he tried to explain everything. 5. Weather permitting, we'll
spend our weekend in the forest.

Xll. Translate into English using the Absolute Participle
Complex:

1. AKWO Kypc BaNlOTU OAHIEI KpaiHUM 3HU3UTbCA, KypcC Basjlo-
™M iHWOi KpaiHn 3pocte. 2. OCKiNnbKM 6yN0 CKNagHO BU3HAYUTU
Ba/NIlOTHUI KypC, MU BUPIUMAKU peTe/lbHilue npoaHanisyBaTv
cutyauito. 3. Konu Bce 6yno BupilleHO, yyacHUMKUM KoHdpepeHuil
3anmMwmam 3an 3acigavb. 4. Yepes Te wo TtenepoH 6yB He-
CNpaBHUIA, A He mir 3aTenedoHyBaTh Bam.

Xlll. Communicative situations:

1. Speak about gold-exchange standard.
2. Speak about the sources that influence exchange rates.

Lesson 31

INTERNATIONAL TRADE

. Read and memorize the following words, word-
combinations and word-groups:

trade deficit — pgediuut TOoprosenbHoro 6anamcy

e.g. The amount by which the value of imports exceeds
the value of exports in a given time period is a trade deficit

trade surplus — aktueHe canbgo TOprosenbHoro 6anaHcy

e.g. The amount by which the value of exports exceeds
the value of imports in a given time period is a trade surplus

domestic industries — HauioHanbHa ekoHomika

e.g. Microeconomic resistance to international trade arises
from the fact that imports mean fewer jobs and less income for
some domestic industries.

mix of output — HomeHknatypa npoaykuii

e.g. Trade not only alters the mix of output but also
redistributes income from import-competing industries to export
industries.

embargo — embapro

e.g. An embargo is nothing more than a prohibition against
trading particular goods.
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tariff — rapue

e.g. One of the most popular and visible restrictions on
trade is the tariff, a special tax imposed on imported goods.

quota — kesota

e.g. A country can impose quotas, restrictions on the
quantify of a particular good that may be imported,

trade-adjustment assistance — komneHcauia erpart Big MmixHa-
poaHoi Toprisai

e.g. Compensation to market participants for losses imposed
by international trade is a trade-adjustment assistance.

Il. Give English equivalents of the following:

3abopoHa TOpriBNi OKpemumm 3a neBHUM nepioa

ToBapamu AKTMBHE CaNbA0 TOProBe/b-
obMmeKeHHA Ha KinbKicTb IMmnopTo- Horo 6anaHcy

BaHMX YM EKCNOPTOBAHMX TOBapiB noAATOK Ha iMnopT
obmexKyBaTU MiKHapOAHY TOp- 3a3HaTu 36uTKiB

riBno

3MiHIOBaTU HOMEHKANATYpPY NpoAyKLil

MIL. Fillin the blanks with appropriate words:

1. During 1989 the USA imported more than equal
exported and so had a ... trade balance. produce

2. If the United States has a trade deficit with the increases
rest of the world, then other countries must deficit
have an offsetting trade . . . . fewer

3. Imports must ... exports, since every good less
exported by one country must be imported negative
by another. surplus

4. A negative trade balance is called a trade ...

5. When countries engage in international trade,
they are expressing commitment to specializa-
tion and the reason is: specialization ... total
output,

6. Two countries that trade can together ... more
output than they could in the absence of trade.

7. Imports mean jobs and income for some
domestic industries.

IV.Read and translate the text:

After examining the arguments for and against international
trade, we try to draw some general conclusions about optimal
trade policy.
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U.S. imports represent 9 percent of total GNP. These imports
include the consumer items as well as capital equipment, raw
materials and food. While the country is buying goods and
services from the rest of the world, foreigners are buying U.S.
exports.

U.S. exports represent 7 percent of total output. As the
figures indicate, U.S. imports and exports were not equal in
1989. Quite the contrary: the USA had a large imbalance in
the trade flows, with many more imports than exports. The
trade balance is computed as the difference between exports
and imports: that is

trade balance = exports — imports.

During 1989 the USA imported more than exported and so
had a negative trade balance. A negative trade balance is
called a trade deficit.

If the United States has a trade deficit with the rest of the
world, then other countries must have an offsetting trade
surplus. On a global scale, imports must equal exports, since
every good exported by one country must be imported by
another.

When countries engage in International trade, they are
expressing the commitment to specialization, and the reason
is: specialization increases total output.

Two countries that trade can together produce more output
than they could in the absence of trade. So, the gain from
trade will be increased world output and thus a higher standard
of living in both countries.

Although the potential gains from world trade are perhaps
clear, we must recognize one central fact of life: some producers
have a vested interest in restricting international trade. Micro-
economic resistance to international trade arises from the fact
that imports mean fewer jobs and less income for some domestic
industries. Exports represent increased jobs and incomes for
other industries. Thus on a microeconomic level there are
gainers and losers from international trade. Trade not only
alters the mix of output but also redistributes income from
import-competing industries to export industries.

Resistance to trade emanates from workers and firms that
must compete with imports. Even though the country as a
whole stands to benefit from trade, these individuals and
companies may lose jobs and incomes in the process.

The means of restricting trade are many and diverse.
Embargoes are outright prohibitions against import or export
of particular goods. Quotas limit the quantity of a good impor-
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ted or exported. Tariffs discourage imports by making them
more expensive. Trade-adjustment assistance is a mechanism
for compensating people who incur economic losses as a result
of international trade, thus it represents an alternative to trade
restrictions- To summarize: International trade permits each
country to concentrate its resources on those goods it can
produce efficiently. This kind of productive specialization
increases world output.

V. Answer the following questions:

. What do US imports include?

. What are the gains from international trade?

. What does resistance to international trade mean?

. What are the means of restricting trade?

. What is trade-adjustment assistance?

. What is the role of specialization in the increasing of the
total output?

7. In what sense does international trade restrain the exercise

of domestic market power?
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VI. Define the terms:

trade surplus imports

trade deficit trade-balance

exports embargo

gainers and losers tariff

quota import-competing industries

VII. Translate into English:

1. 3a BiACYTHOCTI 30BHIWHbOI TOPriBAi LiHW Ha BHYTPILWHbOMY
PUHKY 3aneXaTumyTb Big nNonuTy Ta NPONO3MUii B meXax Kpai-
HWU. 2. Tapudu 3ymoBAOKOTb NIABULLEHHA LiH Ha BHYTPILWHbOMY
PUHKY Ta 3MEHLWEeHHA KinbKocTi npogaHux ToBapiB. 3. Ksotu
obmexyloTb IMNOpT, HagaluM MOMKAMUBICTbL BITYUM3HAHUM BU-
po6HMKam nigBULLYBAaTM PUHKOBI LiHW. 4. 3rigHO i3 CcTaTUCTWU-
HUMKM pdaHumu, B 1989 poui obcar imnopty CLUA nepesuwyy-
BaB ekcnopt. 5. Y 1989 poui pediuut TOprosenbHoro 6anaH-
cy CWA craHoBus $ 113 minbitoHis. 6. Mpote B uinomy eKc-
nopt cnoxueumx ToBapie CLUA craHoBuB 6,7 BigCcOTKa BiA Ba-
NIOBOro  HAWiOHANbHOrO MNpPOAYKTYy. 7. 3rigHO 3 MiXKHapoaHo
nNpakTMKolo 3anexkHictb CLUA Big imnopty HeBucoka. 8. Ekc-
nopt ®PH, Hanpuknapg, craHoBuTb 37 BIiACOTKIB Bif, 3arasbHOro
BaNIOBOro NPOAYKTY, a TaliBaHb eKcnopTye 50 BiACOTKiB.
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A.:

VIIl. Read and dramatize the following dialogue:

To demonstrate the economic gains obtainable from
international trade, we may examine the production po-
ssibilities of two countries.

Excuse me for interrupting you. What are production
possibilities?

: It's easy to understand. Production possibility is the alter-

native combinations of final goods and services that could
be produced in a given time period with all available
resources and technology. We want to demonstrate that
two countries that trade can together produce more output
than they could in the absence of trade.

We are from France. Consider the production and con-
sumption possibilities of just two countries — say, the
United States and France.

For the sake of illustration, we shall assume that both
countries produce only two goods, bread and wine.

Let it be. We know, the United States is capable of
producing much more bread than France is,

That is because, we have a greater abundance of labor,
land and other factors of production. We assume the US
is producing up to 100 billion loaves of bread per vyear.
France on the other hand, is producing only 15 billion
loaves per year, because it has little available land, less
fuel and fewer potential workers. The capacities of the
two countries for wine production are 50 billion barrels for
the US and 60 billion for France. And what about
consumption possibilities?

I can conclude, that consumption possibilities are the
alternative combinations of goods and services that a
country can consume in a given time period.

: You are right. In the absence of contact with the outside

world, the production possibilities for each country defines
its consumption possibilities. Without imports, neither
country can consume more than it produces. The obvious
thing to do is to trade, to start exchanging wine for bread
and vice versa. When international trade is permitted,
each country can concentrate on what it does best.

So, the gains from trade are due to specialization in
production increasing total world output. As a result, with
more goods and services, everyone's living standard is
likely to improve. Thank you, Professor, for your interesting
lecture.
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IX. Make up your own dialogue using the following
expressions:

restrictions on trade to end embargo

to make goods expensive to limit imports
domestic consumers to impose embargo
domestically produced goods to maintain embargo
Jo raise import prices to be competitive

X. Change these sentences according to the models:

Mo d el A:Are they still discussing the problem?
No, they've just finished discussing.

1. Are they still examining the arguments for and against
international trade? (to finish) 2. Has the country been buying
goods and services from the rest of the world long? (to begin)

3. Is the country still importing more? (to stop)
Mo d el B:ldon't like it when you miss lectures.
I don't like your missing lectures.

1. He enjoys it when she sings. 2. | hate it when he takes
the floor. 3. | don't mind it if you play the piano. 4. She
dislikes it when they make noise.

M o d e | C: What did he say about the film?
He said it was worth seeing.

1. What did they say about the agreement? (to reach) 2.
What did he say about the document? (to sign) 3. What did
he say about the proposal? (to think over) 4. What did she
say about his article? (to read) 5. What did they say about his
ideas? (to listen to)

XI. Translate into English using Gerunds:

1. Ui aprymeHTM BapTo po3rasaHytM, 2. Lo cratrio BapTo
o6rosoputn. 3. MpunuHitb posmosnatv, 6yab nacka. 4. Moum-
HaliTe uyutaTM. 5. MK He 3anepeuyemo, Wo6 BU nNpUEaHanuca
B[O Hac. 6. 1 He ob6paxKalca, KOAM MeHe KPUTUKYIOTb, AKLLO
ue cnpaseasnBeo.

Xll. Communicative situations:

1. Country N refuses to contact with the outside economic
world. Discuss the situation.

2. The USA has a positive trade balance. In what case?
Give your remarks.

3. The USA and Ukraine are economic partners. What will this
country export to USA and what imports will it have?
What can you say about the situation?
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Lesson 32

INTERNATIONAL DEVELOPMENT

I. Read and memorize the following words, word-
combinations and word-groups:

LDC (less developed country) — kpaiHa, wo possusaerbca

e.g. Most less developed countries (LDCs) are characterized
by both low GNP per capita and slow income growth.

productivity — npoayktusHictb

e.g. Output per unit of input; output per labor hour is a
productivity.

subsistence level — npoutkoBwuii piseHb

e.g. Most of the population in Haiti fives at the subsistence
level.

hard currency — Tsepaa KoHBepTOoBaHa BanioTa

e.g. Governments need «hard» currencies to buy new
capital and other imported resources.

debt servicing — o6cnyrosysanHsa 6opry, KanitanbHOi cymm
6o0pry abo BigcoTKiB

e.g. The interest required to be paid each year on out-
standing debt is a debt servicing.

market shortage — HegocratHa puHKoBa nponosuuis

e.g. The amount by which the quantity demanded exceeds
the quantity supplied at a given price; excess demand.

infrastructure — indpactpykrypa

e.g. Infrastructure consists of the physical and institutional
features that facilitate economic activity.

World Bank — Csitoeuii 6amk

e.g. The most prominent lending agency is the World
Bank.

Il. Give English equivalents of the following:

CeiToBui 6aHK KpaiHu, Lo po3BUBAIOTLCA
33a40BOJIbHATU NOTPE6U NIOAUHM  BUCOKMIA piBeHb HAPOAXKYBa-
WBMAKE 3POCTaHHA YNCENbHOCTI HocTi

HaceneHHsA iHO3eMHi iHBecTULiT
HecTava KBasipikoBaHOi pobouoi  cepepHiit npubyTok

cunun iHO3eMHa gonomora
NO3UKH
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lll. Fillin the blanks with appropriate words:

1. It is difficult to comprehend just how ... problem
the Third World is. nonmarket prices
2. High birth rates. . . a country's ability to to increase
raise GNP per capita. foreign aid
3. In LDCs there is typically a ... of skilled poor
labor and managers. discouraged
4. Foreign investment is often ... by LDC limit
governments. shortage

5. Debt servicing requires an LDC ... its
export potential.

6. Another ... in LDCs is a lack of infrastruc-
ture.

7. Most LDCs preferto use. . ..

8. All LDCs could benefit from. . ..

IV. Read and translate the text:

This text provides some perspective on the global gap between
rich and poor. As Professor Theodore Schultz has written «Being
rich makes it hard to comprehend behaviour of poor people». It
is difficult to comprehend just how poor the Third World is.

Most less developed countries (LDCs) are characterized by
both low GNP per capita and slow income growth. They are
also far less able to satisfy basic human needs (e.g. food,
shelter, medical care). High birth rates limit a country's ability
to raise GNP per capita. Rapid population growth also tends
to retard education, saving and investment. Rapid population
growth is only one dimension of the labor problem. Ironically,
the other dimension consists of a labor shortage. In LDCs
there is typically a severe shortage of skilled labor and managers.
Sixty percent of the population is illiterate.

A lack of capital resources poses a second major barrier to
growth. The LDCs are desperate for plants and equipment
that will raise the productivity of labor. But their average
incomes are so low that they can rarely afford to save enough
to finance the required investments. Most of the population
lives at the subsistence level. Domestic saving can finance
only some of the inputs, that is why external financing is
usually required. Foreign investment, loans, and aid are all
sources of external financing. The improvements in management,
technology and labor training accompany foreign investment.
Despite its substantial benefits, foreign investment is often
discouraged by LDC governments. The resistance reflects a
fear of becoming dependent on foreign investors.
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Like foreign investment, loans represent an opportunity to
increase current investment without reducing current consump-
tion. The most prominent lending agency is the World Bank.
Even in the best of political and economic situations, there is a
limit to the ability of LDCs to borrow. A loan requires repay-
ment. Hence LDCs that borrow must have the capability to
service (repay) that debt. The economy of the LDCs must
grow enough to generate a surplus for debt servicing. Debt
servicing requires an LDC to increase its export potential in
order to earn hard currency.

Unlike loans, foreign aid refers to money or resources given
to LDCs for which no repayment is required. Foreign aid is
given on a bilateral basis or through multinational agencies.

Technology, Capital and labor are basic factors of pro-
duction. However, technology is also a primary determinant
of production possibilities. LDCs could greatly increase their
growth with improved technology.

Institutional Structure. Another problem in LDCs is a lack
of infrastructure. Roads, telephones, schools, hospitals and
electricity are all essential ingredients of a viable economy.

Finally, many LDCs are reluctant to rely on the market me-
chanism to allocate resources and distribute incomes. They
prefer to use nonmarket prices to pursue specific economic or
political objectives. The end result is a market shortage. This
distortion of market process has been a barrier to growth.

Growth strategies. Many economists have concluded that
the LDCs will not be able to achieve sustained economic
growth until they can master enough resources to overcome
all of these barriers simultaneously. Many of the poorest LDCs
must choose between agricultural development and industria-
lization, Agricultural development promises a greater payoff
because the vast majority of the population works in agriculture,
at low productivity. Improved farm productivity can create
food, labor and capital surpluses for industrialization.

There is no «correct» strategy for economic development.
Each country confronts a unique set of barriers and growth
possibilities. All LDCs, however, could benefit from more
foreign aid.

V. Answer the following questions:

. What are the most common features of the LDCs?
. What are the barriers to the growth?

What does the labor problem consist of?

. What does a lack of capital result in?

Can domestic saving finance the whole of inputs?
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6. What are the sources of external financing?

7. What is the difference between loan and foreign aid?
8. What is the role of the market mechanism?

9. What are the growth strategies?

VI. Define the terms:

debt servicing foreign aid
market shortage infrastructure
nonmarket prices subsistence level
market mechanism GNP per capita
foreign investment loan

VII. Translate info English:

1. bBarato MiXXHapOAHMUX KPEAUTHUX YCTAaHOB HaAZaAKTb
¢iHaHcOoBY ponomory KpaiHam TpeTtboro cBity. 2. Husbki npu-
6YyTKM Ta MNOBINbHUIA EKOHOMIYHUI PO3BUTOK € XapaKTepHUMMU
pucamu KpaiH Tpetboro cBiTy. 3. HaceneHHAa 6araTux KpaiH
3pOCTaE Ay)Ke NoBinbHO. 4. Y 6iAHMX KpaiHax uMcenbHicTb Hace-
NIEHHA 3pOCTaE Ay}Ke LWBWUAKO, WO CMNOBI/IbHIOE MNiABULLEHHA
[o6pobyty. 5. CenaHn B KpaiHax, WO PO3BMUBAIOTbCA, HE [0-
BipAlOTb 6aHKam i nanepoBMm rpowam. 6. [eaAki KpaiHM CKo-
pouyBanu BUPOGHMLTBO CMOXKMBYUMX TOBapiB, abu 3mycutn
CNoXKMBaUiB 3aollagyKyBatM 6inbwe rpoweid. 7. Ekcnopt po-
nomara€e 3apobnatm HeobxiaHy Bantoty. 8. OOH 3anponoHy-
BaJla PO3BUMHEHMM KpaiHam BUKoOpucTtoByBaTM 1 BifCOTOK Bano-
BOro HaLiOHa/IbHOTO NPOAYKTY AK IHO3EMHY A,0MNOMOry.

VIIl. Read and dramatize the following dialogue:

A.: Most countries continue to experience economic growth.
But the relationship between GNP growth is very different
in rich and poor countries.

B.: What are the differences?

A.: The populations of rich countries are growing very slowly
and gains in per capita GNP are easily achieved. In the
poorest countries, population is increasing rapidly, making
it difficult to raise living standards.

B.: Which countries are rich and which are poor?

A.: Rich countries are the United States, Sweden, Japan and
Germany. Peru, Nigeria, Thailand, Honduras, Egypt, Phili-
ppines are poor countries, and Pakistan, Kenya, China,
Haiti, India, Ephiopia are the poorest.

B.: What is the reason for that?
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: As | have already told, it is low growth. Before growth

can accelerate, though, the present barriers to growth
must be identified and overcome.

.. What are the barriers?
: Some of the major barriers are lack of labor and capital

resources.

: As far as | know the World Bank makes loans to LDCs for

specific development projects.
Yes, the other multinational banks provide financial and
technical assistance.

.: But a loan requires repayment.

During the 1980s the LDCs nearly doubled their external
debt. Annual servicing on these loans exceeded $170 billion.

: And then, some of the major debtor nations declared a

moratorium on debt repayment.

First Mexico, then Brazil and Peru announced that they
were stopping or reducing debt servicing. It gave some
of the LDCs some «breathing room». They could use this
temporary relief to channel more of their export earnings
into investment.

Do the United States and other developed countries lose
from the debt crises?

The developed (creditor) countries and the developing
(debtor) nations had a joint interest in resolving the debt
crises. The resolution has included increased exports by
developing countries, a reduction in imports of developing
countries, greater priority to investment and growth in LDCs,
more loans and aid from developed countries.

: It's very convenient, isn't it? And beneficial to both parties.

I'm sure.

IX. Make up your own dialogue using the following

«expressions:

low incomes developing countries
loans foreign investments
slow growth to raise living standards
to accelerate the growth foreign aid

a lack of capital a lack of trained labor

X. Change the following sentences according to the mo-

dels:

Mo d el A:linsist that he should examine the documents.

l insisted on his examining the documents.
1. We insist that government should favor foreign invest-

ment. 2. We insist that government should increase current
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investment without reducing current consumption. 3. We insist
that the lending agencies should give loans to the LDCs.
4, We insist that the LDCs should rely on the market mechanism
to allocate resources.
M o d el B: You should think it over before you give an
answer.
You should think it over before giving an
answer.

1. You should visit the country before you analyze its eco-
nomic situation. 2. You should make an appointment before
you see him. 3. You should think the offer over before you
accept it. 4. You should inform the manager of the hotel be-
fore you leave.

Xl. Complete these sentenses using Gerunds;

1. He is busy (to look through documents). 2. | am fond
of (to travel by air). 3. She is afraid of (to be alone). 4. We
are sorry for (to be late). 5. They couldn't help (to smile).
6. It is a pleasure (to see you again).

Xll. Translate into English using Gerunds:

1. BiH 3axonnloBaBCcA YUTAHHAM MNPUrOAHULBKUX KHUMKOK.
2. Mu Hanonaraan Ha nNOBTOpPeHHi pgocnigy. 3. Mu 3aliHATi:
06roBOpPIOEMO LINAXM EKOHOMIYHOro po3suTKy. 4. [pobaurte,
Wo mu Typbyemo Bac 3HOBY. 5. BOHM He morau He noroauTU-
€A 3 HAM.

Xlll. Communicative situations:

1. Identify an LDC and discuss its recent growth experience.
2. Speak about external financing.
3. Speak about debt servicing and debt crisis.



VOCABULARY

A

accept [sk'sept] npuiliary; Bi3HasaTh; aKuemysaT

account [3'kaunt] paxyxo

account for [s'kaunt f[1:] noscssari; 38iTysatu(ca), Hecri signosi-
JaNBHICTb

accountant [s'kauntsnt] 6yxramep

accounting [s'kauntinl 6yxranepcoiii 06nik

adaptation [,eedaep'teijn] npctocysasa

add [aed] fonasar; npreaHysatn

adopt methods [3'dopt 'mebadz] nepeiivan netogn (veromy)

advantage [sd'vo:ntrd3] nepesara

advertise ['aedvatatz] posuitysam oronouens, pexnaysar

agency ['e1d»nsi] uikhik, 3aci6 (BUKOHAHHA); ArRHTCTBY; OpraK,
Bpo; npegcTaBHALTBO

aggregate ['agmgtt] cyxynmir* 3idpaswi 8 oge ine

aggregate demand ['aegrigtt 'dr'mou:nd] cykynmi nonur

aggregate income ['aegrgtt ‘'tnkamy] cyxynmi nputyok

aggregate output ['segrgtt Output] saransii o6car sipobmmea

aggregate price level ['agngtt prais lev]] saramhi pisetb i

aggregate spending ['aegngmn 'spendLo] cykymi smpar

aggregate supply ['aegrigtt sa'plar] cyxyma npono3nyis

allocate faefakeLt] poaviuysan; suginami; acuruysar

allocation [,aela'kewjn] poswitests, posnogin; acreyBats, Bif-
PaxyBakHs; BAtineHs (OegpiyumHux abo poHdosux pecypcis);
Knacudikalis

amount [3'maimt] Kinkicts; cyia; nicyuok, 0CHOBHA cyla i BIACOTKA
3 Hel

amount of money [s'maunt av ‘1] cyia, KinbkicTs rpoueii

annual [‘aenjus]] pivmii

applicant [‘aeplikant] samHik; kamgar Ha nocasy

applicant for credit ['eeplikant fo: 'kredit] ocoba, Lo 38epraeTeea
38 KpEHITON

applicant for shares ['aepltkant fo: 7:2] ocofa, Lo Gakae Ky
kit

apply for [3'plai fy] nozasam sasey

appreciation [s,pri:JYeiJn] 3pocrads BapTocTi, TUPICT BApTOCTI
OCHOBHOTO KaniTany
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approach [3'proutj] oz, nigxig

appropriate [3'prouprnt] sigosigi, npugatiit; snacTisuii

assets [‘aesets] amn {6anaHcy)

assistance [3'sistans] fonoiora, cTprskta; nigrpmka

adjustment [ AStmsnt] assistance su3xadena fononora

assume [3'sjim)] bpani (Ha ceBe); srmami (3axozi)

attend [3'iend] sigsigysari

attract a large amount of capitai [3'traekt s lu:eft 'maunt sv 'keepitl]
3ATyYaTH BEMMKINA KaniTan

attract customers ['streekt 'kAStamaz] sanyar nokynyis

attract financial resources [s'treekt fai'naen/sl ri'so:siz] sanvam
DiHaHcoBi pecype

auction [':kkfn] aykuion

authority [o:"foritij oprak B, amnikicTpaLis; 1paso, TI0BHOB-
KeHHA, B3t nI0cagosoi 0Co0H; aBTOPUTET (eu3sHayHuii cne-
yianicm)

available [3'veltlsbl] npugathiil, kopuchii; L0 € B PoNOPARKEHHI ,
HaABHWIA; [0CTymH

B

background ['baekgraund] nigroroska, ocsita; Ksanidikalis; 1o

balance sheet ['baebns Ji:t] Ganascosni 38iT

bank services [baenk 'ss:visiz] Gauiscoki nocryr

banking ['baenkin] Gakiscska crpaga

barter ['bo:ts] nitosa Toprien, faprep

be on commission [bi: on ka'mijn] ogeprysat kouiciiki 3 Toprisni

benefit ['bemfit] n vopicts; Biroga; nexcia; fonowora; v fasar
MDHGYTOK; OTPIMYBATH KOPUCTH

bidder ['bids] yuachik aykyiosy

board of directors [bo:d av di'rektsz] paga fpekropis

bond [bond] obnirayis; 6oprose 30608"A3ars

book-keeper t'buk,ki:pa] obnikseys; byxramep

borrow [sror] noanar

brand name [braend nemi] Toprosa tiapka

business ['biznis] cipasa; NigiyMeNcTso; NiATIEIHALTBO; TOProsa
Onepauis; finsi Koma

buyer [T>ais] nokyneu

by-laws ['bal to:z] ctaryr, npasuna BHyTpiLH5Or0 po3nopazky (Lo
npuiimaromoeca npasaiHHAM ipmu)

C

calculate ['kaelkjulert] ofuucmsar, nifpaxosyatd; Kanbkymsam
carry on a business ['kaerr 313 'biznis] seci copasy, 3aifiamics
NiAMUENHALLKOD ZiSNbHICT
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cash transfer [kaej traens'fa:] fonoiora rpium, rpouosuit nepexas
catch on [kaetj on] cram wogm
chain [tjein] vepexa posgpithix narasunis abo Garkiscokix dinii
NAHLRTOBOTO MignopAZKyBaHHA (aul.)
chain movement [tjein ‘'mu:vmant] pyx g0 06'etHana
channels of distribution ['tjeenlz sv.chstn'bju:Jn] cictena 36y1y
charge [tjo:dj] uira; signosigansHicts
charge prices [tji:eft 'praisiz] nps+asar, BCTaH0BMWBaTH Likh
charitable institution fljeentsbl ,msti‘tju:Jn] 6rarogiiika ycTaHosa
chart [tjo:t] crena
checking account ['tjeku 3'kaunt] vexosi (noTossiit) paxyro
choose the company's officers [tju:z di 'kAmpsaniz'ofissz] subipam
AINiHICTPaTBHMI BAKOHABLIB KONMKIT
circumstance ['s3:ksmstsns] ofcrasii
coincident wants [kou'msrdsnt wants] norpetu, 1o 36iraetses
collusion [kg'ln:3n] 3rosip, Taeukuit 3rogip
commodity [Ks'modutt] npogykr; Tosap; npegueT yutky
common stock ['koman stok] cninshi akuii
company ['kmpsnr] kounaxis, TosapicTso (akuioxepre), dipua,
Kopnopauis
compel [ksm'pel] npuyuysat, nignopsgKoyeatn
compete [kam'pi:t] Koukypysat; 3uaratica
competent ['kompjtsnt] komeTexTiil, Lo 331080nbHsg NOTpeOH
competition [Jcompi‘tiJn] KokkypeaLis, KonkypenTHa 6opors6a; 3ua-
raHHA
competitive [kam'petitiv] koukypyouii, KoHkypesTocpoNoKHii
competitor [kam'petita] xouypest
complicate [lomplikett] ycxnagiosarn
compound [‘kompaund] ckagi
concern [kan'sa-n] koHieps, dipia, NigTpEICTR0; CTPYKTYPHUM
nigpo3gin
conclude a deal [ksn'klu:d 3 di:I] ykmagam yrogy
consequence ['konsikwsans] xacnifok
consideration [kan,sids" reijn] posrnsg, obnipkysaths; Bigukogy-
BaHHA, KOMMeHCaLiA
consult a partner [kan'sAlt 3 'pu:tna] KoHcynbTysaTiCA 3 napTHepom
consume [Kan'sju:m] croxsari; simpavar
consumer [ksn'sju:ma] crowsay
Consumer Price Index [kan'sju:ms prats ‘'mdeks] noxashik cnos-
4o BapTOCTi
consumption [kan'SAmpJan] cno)uBaHHA; BUTPaYaHHA
control the profit [kan'troul @i 'profit] koHTpontoBaTH NPUbYTOK
controller [kan'trouls] ronossuit dikacucr; pesisop
conversely ['kon'va:sIi] ana
copyright ['ksptrartt] asropcoke npaso
corporate charter ['ka:pant "tju:ts] kopnopatussiil natent
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corporate stock ['ko:partt stok] asiokepii kanitan

corporation [ ko:pa'rein] romopasis; Toszpicrso

cost [kost] yita; sapricrs; aimpani, sutaTkn

cover costs ['kAvd kosts] nokprsar smparn

credit terms ['kredtt ta:mz] kpemmsi yios

currency ['Karensi] samra, moui

current prices ('KareT 'pratstz] icuysi tin

curve ['ka:v] kpea; rpadik, kpecnests

customer accounting ['kAStama a 'kauntil}] onik nokynyis (kniexis)

cyclical unemployment ['satklik(a)] 'Amm’'pbimant] ykniuse
Be3pobiTTa

D

dairy ['deart] wonouapHs; Nonoska depa; WonoHHi waraziH

damage ['deemkfe] simok, oz

deal [di:I] yrom

debt [det] 6opr

debt celling [det'st:ltn; naxcmanui posuip Gopry

debt funding [det 'fondin] yreopests rpouosoro doxgy nignpren-
CTBa 34 JONOHOr0R. HayKi

debt servicing [det 'sa:visiry] simara fopry Ta sifcorkis

decide [dt'satd] supiuysam

declare personal bankruptcy [dr'klea'pa*s(a)n(a)l 'baenkraptsr] or-
1OCHTI BacHe GaHKDYTCTBO

decline [du'klawn] v svesuysaries; noripuysanics; sasenagani;
17 33HET31; SHAKEHHS; NagitA

decrease ['di:Kkri:s] n 3edtenss, croposenns; v [di:'Kri:s] 3uemly-
BaTH

deduct [di'd)kt] sigpaxosysat, Biginaru

default [di'fo:Itj Hemarix; HesAKoHaHHA JoroBopy

deficit ['defisttj gediym
deficit ceiling ['defistt "si:lun] varcmanshii poswip pediry
bafance-of-payments deficit ['baelans av 'petmant 'defistt] gediyr
MaTixHOrO 6anaHcy

deflate [di'flect] ammysam i

deflation [di'fieijn] pednsyis

delay [d'let] sammika; ifknagahs

deliver [dilwa] focrasnsm; nocraam

delivery [dU'Irvart] nocrasasis

demand [di'ma:nd] nonir

demand-puil inflation ixgnyis, cnpimsesa nonvmon

denomination (dl.nomi ‘netjn] kailiesysars, Hassa

department store [di'po:tmsant sty ] yuisepiar

depreciation [d[,pri:JYei/n] 3teyixosars
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derived demand [dt'raivd di'ma:nd] nonr Ha 3acobn BupobHuLTea

determine [di'ts:min] sisxasari

disadvantage [dissd'vo:ntidj] Hetonik

disaster [di'za:sts] mxo, 6iga

discount ['diskaunt] 3k

discount coupon [‘'diskaunt ‘ku:pon] TanoH, sk Haia npaso mpi-
[6aTH T0BAD 32 HA3LKIIMA Likaum

discount house ['diskaunt haus)] 1arasim 3 BigHocho 3K Likaim
Ha ToBap

disposable income [dis'pouzabl ‘mkam] npubyTok, Lo £ B HaeHocTi

distribute profits and losses [dis'tribjut "profits snd 'losiz]
POSNOZENATH NpHBYTKY § 36Tk

distribution Ldistri‘biu:jn] syr: posnogin

distribution operation [,distr'bju:jn ppa'reijn] onepayia 3 posnoginy

dividend ['dividend] wsigent

division of labor [di'v/*n av'leibs] posnogin mpaui

do books [du buks] sect byxramepcskii 06nik

domain [da'mem)] sonogita; TepuTopis; rany3s, chepa

domestic currency [di'meslik 'kArsnsi] wicuesa samra

domestic market [ds'mestik ‘ma”Kit] sympisiil prsok

drawback ['dro:baek] tetonik, Heratvetuit bik; nepeuxosa

dump [rimp] 3same

durability [,djusra'bilit1] niicts

E

earn [3:n] 3apobnaTu; oTpvyBaTy npubyTok

economics [j:ks'nomiks] exkoiika {HasyaneHa ma Haykoea duc-
yunaiHa); exckoiisa Teopis

economist [i:'konamist] exokanict

economy [i:'konamt] exoioiixa, HapogHe rocrogapcTso, exoHo-
if, GepexnuBiCTb; exohowika (K clepa 3HakHs)

effect [1'fekt] swe

efficiency [i'fj/ansi] edextusiicts; npogykTuBHicTs

efficient [1'fijant] efexmusnn, giliosud; keanigikosani, yminmia

elastic [1'laestik] enactwmuii; royskut

elasticity [,slees4isiti] ryskict; enactiicr

eligible for a loan ['elrcbsb! fa a'loun] nigxogsuii; npuiathiii g1
no3uk (Mmo6mo eusHaHuli NAAGMOCAPOMOXCHUM)

eliminate [1'liminert] niksigysam, sHiLysar

embargo [em'bu:gou] eibapro

eminent [‘emunant] nigsecesui; BigaTH, BASHaYHUl, SHaueHHTI

employee ~empbj'i:] cnyrGoseus; poditHik

employer [im'pbis] poforozaseus; Haiflay
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employment [im'pbiment] pbora (33 Halimom); 3aikATiCTs; 38HTTA

enable [rreibl] gasam npaso, woKwBicTy

encourage (u'kme’N] 3a0x04yBari

endowment [in'daumaait] siecok; skiag; fiap, nokeprea

enhance [rn'ha:ns] sbinsLysam; nocimeami

entrepreneur [pntrapra'na:] nigpeiess

entrepreneurship [pntrapra'na:jip] nigpmeicrso

environment [In'vat*ranmant] asKomuse cepegosie

equilibrium [,i:kwt'Jubrtam)] sanaxcosasicrs, pisxosara

equipment [U'kwipmant] ciopsprests; o6nagnasks; ToaKciopTHi 3 3-
cofu

equity ['ekwtty] anacwi Kanitan

establish [ts"taeblyj] saciosysamm; scraqosnssarn

evaluate [U'vaeljuett] ouixmsar; suiasanit BapTicTs

evolve [U'voiv] possiearics; posroprarics

exceed {ik'si:d] nepesiyzarn

exchange [iks't/emcfe] i

exchange department [rks't/emcfe di'pa:rtmsnt] siggin ofuiny sa-
T

exchange rate [iks't/emcfe re*tj sammi kyc

exchange ratio [iks'tjemck Yei/ton] uitse sigosesss

exclude [iks'klu:d] sunmsarn

executive [ig'zekjutiv] vepisik; aginictparop; sikonassa snaga

expansion [tks'paen/uL] poawpenss

expectation [,ekspek'teijn] ovikyeats; crogisaihs

expenditure [iks'pendjt fa] sumpan; sugari

experience [iks'pjaridns] gocsig, mpakika

explicit [iks'plisit] neswii; Tosmi

export ['eksps:t] sieseHs, excropr

exports {'ekspo:ts] Tosap, 1o eB03TECA

extending credit [tks'tendur 'kredut] gsroctpokosui kpegr

external funds [eks'la:nl fAndz] smwtiui (iHo3emHi) tong

externality [yeksta:'naeliti] 30BHiLHiN egekT (eKOHOMiUHOT dianb-
Hocmi)

F

facilitate [fVsihtert] noneruysam; gonouarars

factors of production ['faektaz av pra'd AKfn] whHiki BipoG-
Ba

fail [feil] 3astasari nopasin

fair market (fea ‘ma:kutl copustvgi paskoi ywosw

familiar (fa'muljs] 6msskil; fobpe 3raiowt; noingopiosanit

family's real income ['feemtiiz ml "tnkam)] peanoui npu6yTok cin'i

fee [fi:] simaropofa; roHopap; BHECOK; 30/paHHA
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feed the information into the computer [fi:d 3t ,infa'meijn '\ntu
2 kam'pju-ta] ssomm fari 8 koun'orep

fertilizer [Ta:tilaiza] gopso

file [fail] npwitssn gna sukorans (3ai08neHks)

filthy ['fUOL] sa6pymvenn

final authority ['fawnl o:'8orm)] apivanhe coso

financial condition [fal'naenjal kai/dijn] disascosu cran

financial statement [fai'naenjal 'steitmant] ditacosiii 3sit

fire ['faua] ssinssmm 3 podorn

fiscal [Tiskal] tickanshiit; ginancosmii

fiscal year ['fiskaija:] dixancosuii, Goper pik

flexible exchange rate [fleksabl iks ‘tjemcfc reit] ruyskui sanorhi
Kypc

fluctuation [/Uktju'eijn] xomsatHs

follow a legal procedure ['folou a'li:gal pra'si:dfea] gmmysanics
RDUEMSHOT MpoLieaypH

forbid [fa'bid)] e fossonsm, sabopossm

foreign currency ['form 'knraiwu)] itosema sanra

foreign exchange market ['form iks'tjemcb "'mou:kut] piox ixosemor
BATHTH

foreign trade balance ['forn treid ‘baelsns] 6anac nikapogHoi
Toprisni

foreman [‘faman] waiictep, npopad, Gpuramp

foul [faul] ciepounit; pyani

free enterprise system [fri: ‘entspraiz 'sistam] cictena BinHoro
MigPHENHALTBA

frictional unemployment ['fikfarl 'mit ‘pioimant] Tmuacose
fe3pobiTTa

fuel [fjual] nance; nameo

gain [gem] npiytok

get a raise [get o reiz] opman nignenss

give instructions fgiv m'strAkJonz] gasam ikcroykii

go Into business ['gou 'intu "brznts] aaiiiarics 6isecon

go up [gou np] spocramn

gold reserves [gouid ri'zavz] sonmi aana

gold standard [gouid 'staendad] soomit crasapr

goods [gudz] Tosap, Tosapn; sakTak

gross [grous] samogui, cyvapHit; Gpyrto

gross investment [grous m'vestmant] saosa ieecriyis

gross national product (GNP) [grous 'naejant 'prodakt] samosii
HalionansHiii mpozyKT

GNP per capita [rfy: en pi: ps:'keepits] sasii HaLioHaNbHMMA M-
[YKT 3 PO3aXYHKY Ha YLy HaCEmeHs

gross pay (grous pef] mara 3 sigparyBatsi
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H

handle ['haend]] kepysamu; Toprysamn (au.)

harmful ['ha:mful] uigmwsii

have voting rights [haev 'voutin ratts] nam maso ronocy
hire [*hata] waiiiar xa podory

hoard [ho:d] 3anacatucs; akonasygar

house hold [haus hould] ciis, goraue rocnogapctso

implicit [im'pjjsit] e sipaket npsvo, npmosanii

imply [tm'plaj] ouasarn; vam Ha yeasi; nepenbasamy

Import ['tmpo-t] iwopr, saeseHis

imports ['impD:ts] Tosap, 1o BBo3ATbCA

impose [Im'pouz] xaknagari; obkragati; obarosaty, ofiaon
MDOZ3BATA; HaB"A3yBaH

impose a duty on goods [tm'pouz 3'dju:t! on gudz] obknazam Tosa-
o WOl

impose restriction [tm'pouz rts'trikjn] ssomm ofiexesss

incentive [in'sent! v] crmyn, saoxosexs

incinerator [tn'smaretta] citecnamsanska niy

income ['mkam] npubyrox

income statement ['mkam 'stettmant] 3sit ipo mp6yTok

incorporate [m'ko:parett] o6'egysarics

indirect channels [jndi'rekt ‘tjaen|z] tenpsva, onocepenkosata ci-
crei

indirect trade [,und('rekt trerd] xensia Topris

induce [in'dju-s] cnoxykari; crmynoeary

inflation [m'fleijn] innuis

inflation rate [m'fleijn re it] e ingayii

inflow ['unflou] npunmme (rpoueii)

influence ['influaris] n sns; v snnmsar

Influence the market ['influans 8a 'mat:kut] wam snms va pirok

infrastructure ['infra'strAkt/a] ixgpacrpykrypa

Injury ['meftart] yuomesss, Tasia

in-kind transfer [in'kamd 'traensfa:] gonoiora Tosapain

innovation [,mou'vetjn] Hososseehss, iHosais

innovative [jnou'veLtuv] sgamii fo HoBoBBegeHy, TeXHiHO npo-
rpeciBHi

input ['mput] sumpam

insurance [in'Juarans] ctpaxysasis

insure [m'jua] crpaxysam

integration [,mti'greijn] iserpayis; o6'¢gyanss

interact [/tntar/zekt] ssaeiopism
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interchangeable [jnta'tjetrkfeabl] saenosaitosari

interest ['mtrist] vactka (naif); iicotkoswii mpu6yTor, dikcosan
BiCOTOK

intermediary [,mta'mi:djart] nocepeg

intermediate goods [,mta'mi:djat gudz] anisjatpukan

Internal funds [rn'ta:nl fAndz] suympiusi ko

international market ['mta'nagjanl 'mot:kut] wixapog piox

international transaction [*nta'na/anl traan'zaekfn] nimapoma
yrosa

Inventory ['mvsntr] irsetTap, Natepianbo-BipobHui 3anac

invest [m'vest] sknagam rpoui

investment [in'vestmant] xanitanskaesss

irrelevant [1'relivant] Hetopessuii; 1o e crocyeTses cnpas

issue stock ['tsju: stok] simyckaru akyii

Hems ['attamz] Tosap

labor resources ['letba n'so:siz] Tywsi pecypen

lack of mobility [teek sv mou’biliti] Hegoctata nobinshicrs

law [b:] 3akon; opucnpygentis

lawyer ['b:js] wpict; aisokar; 3aKoHotaselb

legal advice ['li:gal ad'vats] spua nopasa

level ['levl] pisesb

levy ['levi] onogarkosygamn

liabilities [,laiavbiljtiz] nacie (6aaarcy); Gopra, saboprosanicts

limited liabilities [limitid ,)aia'bilitiz] ofueresa npygna sig-
noBi gansHicTb

link [1rJ}K] n 3'ss0k, Kinsle; v nos'sysat, 3'egHysar

living standard ['lwvig 'steendsd] npowmkosiif pisetb

loan [loun] n nosika, nosudka; / nosuard, 4agati y nosuky

long-term investment ['bits:m m'vestmant] fosrocTpokosiii aiag

long-term loan ['byts:m Toun] goerocTpokosa nosuka

loss-leader item ['bs'li:ds "aitamz] Tosap, ki TPOZATHCA 33 Hib-
ki yikam (700 3aayyumu nokynyie)

losses ['bsiz] 36

lower [lous] 3wiysam; 3iedysath

M

machinery [ma'/i:nan] NaukHe YCTaTKyBaHa; NaLAHH; WeXaHisim
mail-order house ['me'o:da haus] nocumopr
make a decision [meik o di s 13n] npivanu pitesss
make a loan to [meik o loun ta] Hagasam no3nky koucs
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make a right choice [metk a ratt tjois] apoim npasunoHii i6ip

manufacture [,meenju 'faektja] n sipobiieo; v supodnsm, suro-
TOBAAT, 06pobnATH

market ['mat:kut] n paok; v npogasar

market prices ['mouktt 'praisiz] pkosi tis

market shortage ['ma:kit 'Jo:tidhj] gediwr

marketing ['maekutun] mogax; 36y7; napkerr

marketing research ['mo:kmn n'sa:tj] sussesss pisky 3651y

measurable ['me3arabl] smipi

measure ['1e3a] simiposat

measures of economic activity ['messz 3v ~:ks'nomik sk'Uviti] 3axo-

[t €KOHONIYHOT RiAbHOCTI

median income ['mi:djsn "'mkam] cepegyii npu6yTo

meet one's expences [mi:t wiz iks'pensiz] 3a1sonsHam wiich Bi-
TaTH

merchandise ['ma:tj(s)nda]z] Tosap; Topriens

merchant wholesaler ['ms:tj(s)nt ‘hou”serls] omosuii Toproseup,
ONTOBIK

merger ['ms-eba] ob'eras (midnpuemceme)

microeconomics ['maikrouj:ks'nomiks] wikpoexcionika

middleman ['tudimaen] nocepeaik

mining industry ['Tai} "indAstr] sugo6yssa npowicnosicts

monetary policy ['Tuisn ‘pshsi} rpouosa nonita

money illusion [mmi t'lu”~n] rpousa ink3is

mutual funds ['mju:tjusl fin d z] crinoi Goxg

N

national income accounting ['naejsanl 'mksm s'kauntin] ofnik xayio-
HanbHoro foXofy

need a lawyer [ni:d 3'b:js] vamu norpeby 8 wprcti

negative Income tax [negstiv 'mkam taeks] 3iexiesss rpouosor
fonoiori

negotiable [ni'gou/iabl] oboporhi

net assets [net 'sesets] sapricts Nailka 3 BigpaxyBasHs 30608'43aHb

net investment [net m'vestmant] wcriii sag

net national product (NNP) [net 'naejsnl ‘prodakt] it Kayio-
HanbHitt MpOYKT

net worth [netws:6] saprict Naika; Bracuit kanitan nigpuenctsa

new brand [njv: braend] ks vapka (moeapy)

nominal income ['nomml "inksm)] HoiransHii 20¥o

nominal GNP ['nnmml ¢i: an pi:] HouixanoHi Banosui HayioHansHt
pogyKT

nominal wage ['nomml weidj] kouiansHuit 3apofitok

normalize ['n”*malaiz] opianizyar

note [nout] Goprosa posmicka
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O

objective [Db'dfeektiv] iera; 3a8iaHa

offer ['ofsj mponoysar

off-even pricing [of'i:van 'praisio] Lika, 1o He oxomms Kpyraot
Ui

officer ['ofisa] cnyxosa ocoba; cyrGoseus; cnyk6oseub 3 uic-
i KepiBHOrO CKagy

official poverty line [o*fijl ‘povsti lam)] oiuiika nexa Gigocri

ol prospecting [oil pros'pektty] siobysaits Hagm

opportunity [pps'tju:nrtj] noxmsict, Laic

opportunity costs [ppa‘tju:mti Kosts] ik npi HeaukopucTarki
ATbTEPHATUBHOTO KYPCy'; ONTHWNGHI BATPATA 1 A0XOM

option [‘op/sn] subip; npaso 3anikk

outflow [‘avtflou] signms (rpoueil)

outlet [‘autlet] piok 36yry; Toprosenska Touka

output ['autput] npogykmusricts; smyck npogykyis, BapoSHuyTeo

outsell [auf'seT] npozasami binbLe 6if KoHKypexTiB

over-all ['ouvsro:n saranshil, nosHit

own [oun] sonogiT

ownership I'ounajip] snaciicrs

P

packaging ['paeksefern] ynaroska

partnership ['pu:tnajg] naprHepcTso, ToBADICTBO, KoWMaHis

passbook ['pu:sbuk] axkiscoka po3paxyHkosa Kuikka, fenosuTha
KHNKR; OLiRGHA. KHIKKa

patent ['pettsnt} naresr

pay [pelj mammi

payment (‘petmsant) simnara, onnara

percentage [ps'senUcfeJ sigcorok, npouest

perfect [pa‘fekt] v ygockonamsamy, noninuysarn; [pa:fikt] adj goc-
Kowai, Toul

perform [pa‘fo-my] siokysami

peril ['peril] ebesnexa; pusuk

personal assets ['pa:snl ‘aesets] migarke o

pervasive [pa:'velstv] nowpesi ckpiss; Toil, L0 TPoHIKae

pesticides ['pestisalds] ety

piece of advice [pi:s av ad'vais] nopaa

pillar ['puls] onopa

pollution [ps'lu:jn] 3apyiHenns

portability [,po:ts'bilm] nopratissicrs

position [pa'zrjn] craosite; nocaga

possess [pa‘'zes] sonogiti
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R

raise the price [reiz di prais] nigivam Lty

rate [reit] n posuip, Hopia; cTaska, Kypc, Takca; Wika, OLiHka; Tein,
UBAIKICTb; NpoNopLis, BIACOTOK; KOGDILIEHT, NOKA3HAK, CTYiHb;
Micyesuii NOBATOK, KOWHATbHU OZATOK; v ONORATKOBYBATH;
i gpaxoByBati

ratio analysis ['reljiou 8'naelasIs] akani3 koediyiexTi>

ration ['raejn] poanoginatu; HopuysaTh; Bugasat

rational ['raefanlj payioxansHiit

real estate [ml rs'teit] Hepyxone naio

real GHP [nal <fei: an pi:] peanotil 8anosil Hauiokanshil MpogykT

real income [rtal 'rnkam)] peansHii npuyTok

real wage [ral wery] peansiiit 3apo6itox

reasonable ['ri:mabl] novipkosait; possaxnsii

receipt [1'si:t] rpousi HaIxomesss

recession [ri'sejn] nagisks spoSiuTsa; 3umenss Teunis

reciprocal wants [rt's¢raka! wonts] ssacii norpetn

record freko:d] n samc; gokywenty, mporokon; {rt'ko:d] v sancy-
BATH; peecTpyBaTi

recovery [n'kAvan] sigosesss

red-tape ['red 'teip] 6opokpaTiira KaHuenapcoka pobota

reduce [n'dju:s] cxoposysari; 3uedLysari

reimburse kri:im'bs:s] sigxozosysani

reinvest ['ri:iiTvest] 3408y sknafamt

relationship [ri'leijnfip] sigqocuu, cTocynk

relative ['relativ] sigroch

relative price [Velsnv prais] sigocs ira

rely (on, upon) [rrlaij noxnagarica; fosipat

rent [rent] n pewa; opengra naTa; KeapTupka Miata; v 3gasat
B OPEHTy; OPeHayBaTH; JasaTil Hanpokar

repair shop [ri'pes jbpj uaicreps

report [ri'po:t] nosigowsrn; fonosigar

reputation [,repju:'teijn] penyrayis

request [n'kwesi] 3am; BukiuK, 3aiBKa; NoMAT; MPOXaHHA

resource [r1'so:s] pecypcu

responsibility [nsspanss'biliti] siguosigamshicts

responsible for [ris'p:mssbi fo] sigosiganHmi 3

restrict [ns'tnkt] ofiexysar

restriction [ris'tnkfn] ofiexenxs

resume [‘rezju:met] pesiie; Nifcylok; BUCHOBOK

retailer [ri:'teuls] posgpitui Toproseub

retailing [ri:'teiluj] po3gpi6bHuit npoaak

return [r'te-n] n TI0BEHERHA; ToBepHeH T083); IoBepHeH
IpHGYTOK; 0ir; 3BiT; IOATKOBA feKnapauia; \% T0BepTaTH;
BaTH MpHByTOK
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revenue (‘revinju-] npbytok
reward [1'wo:d] 3a0x04ess, Bikaropoga
rivalry ['ratvaln] cynepiimeo, KoukypenLis
run a risk [rin 8 rrsk] prsikysar

S

safeguard ['setfgu:d] n raparis; oxoposa; 0X0poHHe CBiZoLTBO;
0epexHiCTb; \/ TapaKTyBaTH; OXOROHTY

safety deposit box ['seiftr di'pozit boks) ceiiy gis fenosiris, 1o

HagaeTCs MpUBATHN 0COGaN  6aky

salary ['seelst] 3apobitha mara

sale [sell] npogax; 36yT; Toprisna; Toprosensha yroga; ponpotax
(32 3HUMHCEHUMU Likal), MH. ToBapoobir

salesman {'setlzman] npogaseus

satisfy ['saetisfai] sagosonHam

savings [ 'servinz] 3a0anenHs; HaKoni4eHss

savings account ['setvi)z a'kaunt] ouagui paxykok 3i BCTaH0BMe-
il BigcoTKon

scarce [skess] fediumhii; pigkichuit; Hesoctathii

scarcity ['skeasiti] egocratia Kinbkicrs, 6pak (4orocs)

schedule [‘jedju:1] pospobnsti ma

security [SJ'kjuanti] Geanexa; wagiiicrs; 3axict; rapaiis, 3a6e3-
TIgYeHHa, 3acTaga; foBipeHa ocoba, MM . LikHi nanepn

security exchange [si'kjuanU ikstjemds] dongosa Gipta

seller ['sels] mpogaseus

service fs3:vis] nocayra; obcayrosyBaHa

service industry ['sa:vis "indastn] nigpuenctsa ciepn obcnyrosy-
BaHHA

set [set] scTaHosnogari

set the price [set 3s prais] sitaar ity

sewage ['sjinife] crivi som; kananisalia

share [jea] n vactka, nail; v posnoginam, gimm

shareholder ['je3,houlds] akuionep, Brachik akyii

shift [jiU] n nepeniteqs; nepecraqoska; 3uixa; (podoua) uira,
poboul feHb; v nepeniLaTy, 3uiHogaTi

shopping centre ['jDpin‘senis] ToprosembHii LesTp

shopping guide ['jDP'9 9aid] sk narasitis

short-term loan ['Jo:t'ts:zm loun] KopoTkocTpokosa no3nka

significant [sjcj'mfjkant] sxaunif, icToTaui; XapaKTephl, nokassi;
BiporigHt; 3auywuit

skill [skuy focsig

society [sa'sarati] cycnincTso; opraxisalis; 06'emank; acoiayis;
KoonepaTHBHHif C063, KOONEaTBHE TOBGPHCTBO

sole [soul] e, BuksHil, ozH00ci St

219



sole proprietorship [soul pra'praiala/ip] opoocitHe sonogiska

solution [sa'iu:Jn] supiLesss, po3s'a3aiHa

solve mathematical problems {sdlv ,maefi'meetiksl ‘problsmz] pos-
B'A3yBATI HATENATHYHI 33%aui

source [sd:s] fepen

span [spaen] irepsan, nepiog; TpueanicTy

specialize ['spejsiaiz] cneyianisysarics

split [split] conoga crpaea

standard of living ['steendad av ‘lwun] pisew i

state bank [steit baenk]  geprawii  Gaw;  Gak  wrary

statement ['stettmant] ssir

stepping-stone ['stepwstourt] sacit g gocarkess i (02 mo-
ninweHHa cmaHosuwa)

stock [siokj ais

stock-broker ['stok ,brouka] Gipiosii uaknep

stock certificate [stok sa'trfikit] akis

stockholder ['stokjioulda] asionep, eractu axuii

storage ['slo:ndj] sepirats

structural unemployment ['strAkt/aral 'Anirrt'pbimant] crpyrypse
fe3pobiTta

subjective [sab'cfeektiv] cy6'exmasi

subsidy ['sAbsidi] cyfomis, forais

substitute ['sAkbstitju:t] n sactymk; saniva; v uikoean; sanisam

sue [sju:] nopyLyBaT KpUMiHaNbHY CNpaBy

supply [sa'plat] n monosugis; 36yT; noctasanis; v noctasarn

surplus ['sa:plas] nmok; amiee cansgo

switch (switj] nepexig, nepexnosena

T

take title to the goods mpgbarn Tosap A BrackicTs

take advantage of smth. [tetk ad'voi:ntwe] croprcranics (smi-te-
6yodb)

tangible [‘teencfcabl] sigiymni; peanchiit

tariff ["taertf] rapi

tax [teeks] nogato

tax benefits [taeks "benifits] ninru 3 ofkragasss mogarkon

toll ["toul] fogakosa nnara 3a nocayri; WTo

total ['toutl] nigcywosysatu

total sale [‘tout! seil] cykyniit nposax

track [traek] kype; keep track gorpaiysarica kypey

trade [treid] Toprisms; npodecis; penecro

trade-in-allowance [treid in #'iausns] cyia rpoteil, nosepHyTa 3a
crapy piy | seceta B paxyHok npugoaKHa Hogoi
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trademark ['trerdrna:K] Toprosa napka

traffic ["traefuk] Toprism; Tascnopr: nepeseaest

transaction [traen'zaekjn] cipasa, yrota, Beews finosix onepalii;
GariiBeska onepauis

transfer ['traemsfo:] m nepetava {nasa aractocri); nepexig (o-
tei); V [traens'fa:] nepenasan; nepexasysam

transportation costs “traenspat'teijn kosts] maiciopi smpam

transporting [trsens'p”*Ur)] TaicnopTysasts

Treaty ["tri:t] foroip, KouBexiis; neperosopn

trend [trend] TesgHiis; saram+a crpioBaHicTs

true unemployment [tru- 'Anim'pbimant] peane beaposimm

U

ultimate consumer [41timit kan'sju:ma] kinesiii crowsay
unadequate [An'aadikwit] wegocramili, 1o e signosisae yiosan
uncertainty [An'sa:tnti] resiHaenicts; Henesticrs
undermine kAnds'marn] nigpisam, pyiyean
unemployment ['Anim'pbimant] Gespbim
uniformity [ju:nu'fa:mutd] seiicrs, nocriicts
unit of account ['ju:ntt av a'kaunt] oy odicress
unlimited liability [An'limtid  laia'bilm] sesdieseta migrra
Bi0BIaTHICTH
unreasonable price [An'ri:znabl prais] wepssaimea ik
unsound [An'saund] Gesnifcrasii; Hesagiiiii
user ['ju-za] crowsa
utilities [ju:"tthlwz] nigieicsa rpoiaicoKoro KopiCTyBasks; Kow-
HanoHi- nocayru

\'

valuable ['vaeljuabl] n pL uisocri; kurosiocti; adj uiskii; Toi,
10 Wi TOLOBY BAPTICTb; BaKIVBH, KopHCHIIH

value ['vaelju:] m sarict; uisicrs; sanira; poaiip, 3uasens; Bak-
MBiCTb; \/ OljioBaTH

value added [veelju: ‘sedid] gozarosa BapTicTs

vending machine operator ['vendiy ma'li:n 'oparetta] omearop
TODFOBETGHIK aNAATB

volume ['voljum] ofer; kinkic

\\%

wage [weudj] aofita  namw; fogm  sapobimii
warehousing ['weahauzin] cmayet (moeapie)
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warranty ['worantt] rapaHTia; nopyka

waste [wetst] n 6eskopucHa BuTpaTa, 36UTKK; V BUTPAuaTM MapHO
wastes [weusts] sigxoan

wealth [wel6] 6aratcTso

wear out [wcs aut] sHowysaTuca

welfare ['welfea] no6pobyT; AocTaTOK

welfare programme ['weifea 'prougraem] po6pogiiiHa nporpama
weII-being ['wel'bi:ip] ao6pobyT

wholesale unit ['houlsell 'ju:nit] 06'egHaHHA onToBOI TOpriBAi
wholesaling ['houlsetlin] onTosa Toprisns

will [wil] 6axkaHHA; cuna Boni; 3anoBiT

Y

yield [ji:1d] npu6yTox
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	Lesson 1

	WHAT IS ECONOMICS?

	I.	Read and memorize the following words, word- combinations and word-groups:

	II. Give English equivalents of the following:

	III. Fill in the blanks with appropriate words:

	IV. Read and translate the text:

	V. Answer the following questions:

	VI. Define the terms:

	VII. Translate into English:

	VIII. Read and dramatize the following dialogue:

	IX.	Make up your own dialogue using the following expressions and word-combinations;

	X.	Inform the group about your activities and find out if he or she does the same:

	XI.	Express doubt concerning the truth of the following statements:

	XII.	Ask about the following as in the model:

	XIII. Translate into English;

	XIV. Communicative situations:



	Lesson 2 THE AMERICAN ECONOMIC SYSTEM

	I. Read and memorize following words, word-combinations and word-groups:

	II.	Give English equivalents of the following:

	III.	Fill in the blanks with appropriate words:

	IV. Read and translate the text:

	V.	Answer the following questions:

	VI.	Define the terms:

	VII.	Translate into English:

	VIII. Read and dramatize the following dialogue:

	IX.	Make your own dialogue using the following words, expressions and word-combinations:

	X.	Open the brackets using the Present Indefinite Tense in the Passive Voice:

	XI.	Read and change the sentences according to the model:

	XII.	Translate into English:

	XIII.	Communicative situations:


	Lesson З. SUPPLY, DEMAND AND MARKET PRICES
	III. Fill in the blanks with appropriate words:

	IV.	Read and translate the text:

	VI. Define the terms:

	VII.	Translate into English:

	VIII.	Read and dramatize the following dialogue:

	IX.	Make up your own dialogue using the following words, expressions and words-combinations:

	X.	Refer the following statements to the past;

	XI.	Ask questions to which the following statements are answers:

	XII. Translate into English:


	Lesson 4 THE CONSUMER IN OUR ECONOMY

	II.	Give English equivalents of the following:

	III.	Fill in the blanks with appropriate words:

	V. Answer the following questions:

	VI Define the terms:

	VII. Translate into English:

	VIII.	Read and dramatize the following dialogue:

	IX.	Make up your own dialogue using the following words, expressions and word-combinations:

	X.	Express the following In the Passive Voice:

	XI. Ask questions to the following sentences:

	XII.	Translate into English:

	XIII. Communicative situations:


	Lesson 5 LAUNCHING A BUSINESS

	I. Read and memorize the following words, word- combinations and word-groups:

	II.	Give English equivalents of the following:

	III.	Fill in the blanks with appropriate words:

	VI.	Define the terms;

	VII.	Translate into English:

	VIII. Read and dramatize the following dialogue:

	XII.	Translate into English:

	XIII.	Communicative situations:


	Lesson 6

	FINANCING A BUSINESS

	I. Read and memorize the following words, word. combinations and word-groups:

	II. Give English equivalents of the following:

	III.	Fill in the blanks with appropriate words:

	VI.	Define the terms:

	VII.	Translate into English:

	VIII.	Read and dramatize the following dialogue:

	IX.	Make up your own dialogue using the following expressions:

	X.	Make the following sentences passive:



	Lesson 7. PRODUCTION AND MARKETING. THE BUSINESS OF BUSINESS

	I.	Read and memorize the following words, word- combinations and word-groups:

	II.	Give English equivalents of the following:

	III Fill in the blanks with appropriate words:

	IV.	Read and translate the text:

	IX.	Make up your own dialogue using the following expressions:

	X.	Put questions to the italicized words:

	XI.	Replace the infinitives in brackets by the Present Continuous Tense (the Active Voice);

	XII.	Translate into English:

	XIII.	Communicative situations:


	Lesson 8. HOW FIRMS COMPETE

	I. Read and memorize the following words, word- combinations and word-groups:

	II. Give English equivalents to the following:

	III. Fill in the blanks with appropriate words:

	IV.	Read and translate the text:

	V.	Answer the following questions:

	VI. Define the terms:

	VII.	Translate into English:

	VIII. Read and dramatize the following dialogue:


	Lesson 9 MONEY

	I.	Read and memorize the following words, word- combinations and word-groups:

	II. Give English equivalents of the following;

	IIІ. Fill In the blanks with appropriate words:

	IV.	Read and translate the text:

	XIII. Communicative situations:


	Lesson 10 ECONOMIC STABILITY

	I. Read and memorize the following wordsr word- combinations and word-groups:

	II. Give English equivalents of the following:

	III. Fill in the blanks with appropriate words:

	IV. Read and translate the text:

	V. Answer the following questions:

	VI.	Define the terms:

	VII.	Translate into English:

	VIII.	Read and dramatize the following dialogue:

	IX.	Make up your own dialogue using the following expressions:

	X.	Change the following sentences using the Passive Voice:


	Lesson 11. THE GLOBAL ECONOMY

	I.	Read and memorize the following words, word- combinations and word-groups:

	II.	Give English equivalents of the following:

	III.	Fill in the blanks with appropriate words:

	IV.	Read and translate the text:

	V.	Answer the following questions:

	VI Define the terms:

	VII.	Translate into English:

	VIII.	Read and dramatize the following dialogue:

	IX.	Make up your own dialogue using the following expressions:

	X.	Put questions to the italicized words:

	XI.	Change the following sentences from direct into indirect speech:

	XII.	Translate into English using the Future Continuous Tense (the Active Voice):

	XIII.	Communicative situations:
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	OTHER ECONOMIC SYSTEMS

	I.	Read and memorize the following words, word. combinations and word-groups:

	II.	Give English equivalents of the following;

	III.	Fill in the blanks with appropriate words:

	IV. Read and translate the text:

	V. Answer the following questions:

	VI Define the terms:

	VII. Translate into English:

	VIII. Read and dramatize the following dialogue:

	IX. Make up your own dialogue using the following expressions:

	X. Transform the negative form of fhe Present Continuous Tense into the affirmative form of the Present Perfect Tense (the Active Voice):

	XI. Put the infinitives in brackets in the Present Perfect Tense (the Active Voice):

	XII. Translate into English:



	Lesson 13 
SOME CURRENT ECONOMIC PROBLEMS
	II.	Give English equivalents of the following:

	III.	Fill in the blanks with appropriate words:

	IV. Read and translate the text:

	V.	Answer the following questions:

	IX.	Make up your own dialogue using the following expressions;

	X.	Ask questions as in the model:

	XI.	Ask when and w/tere-questions using the Passive Voice:

	XII.	Translate into English, using the Present Perfect Tense (the Passive Voice):

	XIII.	Communicative situations:


	Lesson 14 THE ECONOMY

	IX.	Make up your own dialogue using the following expressions:

	X.	Change from direct into indirect speech:

	XI.	Ask questions as in the model:

	XII.	Translate into English using the Past Perfect Tense (the Active Voice):

	ХIIІ. Communicative situations:


	Lesson 15

	AGGREGATE SPENDING

	I.	Read and memorize the following words, word- combinations and word-groups:

	II.	Give English equivalents of the following:

	V.	Answer the following questions:

	VI. Define the terms:

	VII.	Translate into English:

	VIII. Read and dramatize the following dialogue:

	IX.	Make up your own dialogue using the following expressions:

	X.	Make up one complex sentence according to the mo- del:

	XI. Make the following sentences passive:

	XII.	Translate info English:

	XIII.	Communicative situations:



	Lesson 16 INFLATION

	I.	Read and memorize the following words, word- combinations and word-groups:

	II.	Give English equivalents of the following:

	III.	Fill in the blanks with appropriate words:

	IV. Read and translate the text:

	V.	Answer the following questions:

	VI.	Define the terms:

	VII	Translate into English:

	VIII. Read and dramatize the following dialogue:

	IX. Make up your own dialogue using the following expressions:

	X.	Change the following sentences using the Future Perfect Tense:

	XI. Complete the following sentences using the Future Perfect Tense:

	XII.	Translate into English:

	XIII.	Communicative situations:


	Lesson 17 NATIONAL-INCOME ACCOUNTING

	I.	Read and memorize the following words, word- combinations and word-groups:

	II.	Give English equivalents of the following:

	III.	Fill in the blanks with appropriate words;

	IV. Read and translate the text:

	V.	Answer the following questions:

	VI.	Define the terms:

	VII.	Translate into English:

	VIII.	Read and dramatize the following dialogue:

	IX.	Make up your own dialogue using the following expressions:

	X.	Change the following sentences using the Future Perfect Tense (the Passive Voice):

	XI.	Use the verbs in brackets in the Future Perfect Tense (the Passive Voice):

	XII.	Translate into English:

	XIII.	Communicative situations:


	Lesson 18. COSTLY TRANSACTIONS

	I.	Read and memorize the following words, word- combinations and word-groups:

	II. Give English equivalents of the following:

	III.	Fill in the blanks with appropriate words:

	IV. Read and translate the text:

	V. Answer the following questions;

	VI.	Define the terms:

	VII.	Translate into English:

	VIII.	Read and dramatize the following dialogue:

	IX.	Make up your own dialogue using the following expressions:

	X.	Combine the given two sentences into one using the Present Perfect Continuous Tense:

	XI. Complete the following sentences as in the model:

	XII.	Translate into English:

	XIII.	Communicative situations;


	Lesson 19 MEASURING ECONOMIC ACTIVITY

	II.	Give English equivalents of the following:

	III.	Fill in the blanks with appropriate words:

	V. Answer the following questions:

	VI.	Define the terms:

	VII.	Translate info English:

	VIII.	Read and dramatize the following dialogue:

	IX.	Make up your own dialogue using the following expressions:

	X.	Complete the following sentences as in the model using the Past Perfect Continuous Tense:

	XI.	Ask questions to which the following statements are answers:

	XII. Translate into English:

	XIII. Communicative situation:


	Lesson 20. EXCHANGE AND SPECIALIZATION

	I. Read and memorize the following words, word- combinations and word-groups:

	III. Fill in the blanks with appropriate words:

	IV. Read and translate the text:

	V.	Answer the following questions:

	VI,	Define the terms:

	VII.	Translate into English:

	VIII. Read and dramatize the following dialogue:

	IX.	Make up your own dialogue using the following expressions:


	Lesson 21

	PUBLIC GOODS, INFORMATION AND UNCERTAINTY

	I.	Read and memorize the following words, word- combmafjons and word-groups:

	II.	Give English equivalents of the following:

	III.	Fill in the blanks with appropriate words:

	IV.	Read and translate the text:

	VIII.	Read and dramatize the following dialogue:

	IX.	Make up your own dialogue using the following expressions:

	X.	Answer the following questions as in the models:

	XI. Change the following sentences using the Present Subjunctive II and the Conditional Mood:

	XII. Translate into English using the Conditional Mood:

	XIII. Communicative situations:



	Lesson 22

	MARKETS

	I.	Read and memorize the following words, word- combinations and word-qroups:

	II.	Give English equivalents of the following:

	III.	Fill in the blanks with appropriate words:

	IV.	Read and translate the text:

	V.	Answer the following questions:

	VI.	Define the terms:

	VII.	Translate into English:

	VIII.	Read and dramatize the following dialogue:

	IX.	Make up your own dialogue using the following expressions:

	X. Paraphrase the sentences as in the model:



	Lesson 23. INTERNATIONAL MARKETS FOR COMMODITIES AND CURRENCIES

	I.	Read and memorize the following words, word. combinations and word-groups:

	IV. Read and translate the text:

	V.	Answer the following questions:

	VI. Define the terms:

	VII.	Translate into English:

	VIII. Read and dramatize the following dialogue:

	IX.	Make up your own dialogue using the following expressions:

	X.	Change the following sentences using the Present Subjunctive II in the subordinate clauses;

	XI.	Paraphrase the following sentences;

	XII.	Translate into English:

	XIII. Communicative situations:


	Lesson 24

	ECONOMIC FAIRNESS AND THE DISTRIBUTION OF ECONOMIC REWARDS

	I.	Read and memorize the following words, word- combinations and word-groups:

	II.	Give English equivalents of the following:

	III. Fill in the blanks with appropriate words:

	IV.	Read and translate the text:

	VI.	Define the terms:

	VIII.	Read and dramatize the following dialogue:

	IX.	Make up your own dialogue using the following expressions:

	X.	Paraphrase the sentences using Subjunctive II as in the model:

	XI.	Complete the following sentences:

	XII.	Translate into English:

	XIII. Communicative situations:



	Lesson 25. AGGREGATE SUPPLY

	II	Give English equivalents of the following:

	III.	Fill in the blanks with appropriate words:

	V.	Answer the following questions:

	VI.	Define the terms:

	V1L Translate into English:

	VIII.	Read and dramatize the following dialogue:

	IX.	Make up your own dialogue using the following expressions:

	X.	Replace the attributive clauses by the Infinitive:

	XI.	Make sentences with seem and appear according to the model:

	XII.	Translate into English:

	XIII.	Communicative situations:


	Lesson 26 AGGREGATE DEMAND

	I. Read and memorize the following words, word- combinations and word-groups:

	II.	Give English equivalents of the following:

	Ill	Fill in the blanks with appropriate words:

	IV.	Read and translate the text:

	V.	Answer tfie following questions:

	VI.	Define the terms:

	VII. Translate into English:

	VIII. Read and dramatize the following dialogue:

	IX.	Make up your own dialogue using the following expressions and word-combinations:

	X.	Combine the given two sentences into one using the Objective Infinitive Complex:

	Lesson 27

	FURTHER CONSTRAINTS ОN STABILIZATION POLICY

	I. Read and memorize the following words, word- combinations and word-groups:

	II.	Give English equivalents	of the following:

	III. Fill in the blanks with appropriate words:

	IV. Read and translate the text:

	VIII.	Read and dramatize the following dialogue:


	Lesson 28. THE NATIONAL DEBT
	I.	Read and memorize the following words, word- combinations and word-groups:

	II.	Give English equivalents of the following:

	III.	Fill in the blanks with appropriate words;

	IV.	Read and translate the text:

	V.	Answer the following questions:

	VI.	Define the terms:

	VII. Translate into English:

	VIII.	Read and dramatize the following dialogue:

	IX.	Make up your own dialogue using the following expressions:

	X.	Change the following sentences using participle phrases instead of the subordinate clauses:

	XI.	Translate into English using Participle I, Participle II where it is necessary:

	XII.	Communicative situations:


	Lesson 29. FINANCIAL MARKETS

	II. Give English equivalents ot the following:

	III. Fill in the blanks with appropriate words;

	IV. Read and translate the text:

	V. Answer the following questions:

	VI.	Define the terms:

	VII.	Translate into English:

	VIII. Read and dramatize the following dialogue:

	IX. Make up your own dialogue using the following expressions:

	X. Change the following complex sentences info simple ones using the Objective Participle Complex:

	XI. Paraphrase the following using the Objective Participle Complex:

	XII. Translate into English:


	Lesson 30 INTERNATIONAL FINANCE

	II.	Give English equivalents of the following:

	III.	Fill in the blanks with appropriate words;

	IV. Read and translate the text;

	V. Answer the following questions:

	VI.	Define the terms:

	VII.	Translate into English:

	VIII.	Read and dramatize the following dialogue:

	IX. Make up your own dialogue using the following expressions:

	X. Change the following complex sentences into simple ones using the Absolute Participle Complex:

	XI. Read and translate these sentenses. Pay attention to the use of the Absolute Participle Complex:


	Lesson 31 INTERNATIONAL TRADE

	II.	Give English equivalents of the following:

	III.	Fill in the blanks with appropriate words:

	IV.	Read and translate the text:

	V.	Answer the following questions:

	VI.	Define the terms:

	VII.	Translate into English:

	IX.	Make up your own dialogue using the following expressions:

	X.	Change these sentences according to the models:

	XI.	Translate into English using Gerunds:


	Lesson 32. INTERNATIONAL DEVELOPMENT
	I. Read and memorize the following words, word- combinations and word-groups:

	II.	Give English equivalents of the following:

	III.	Fill in the blanks with appropriate words:

	IV.	Read and translate the text:

	V. Answer the following questions:

	VI. Define the terms:

	VII. Translate info English:

	VIII.	Read and dramatize the following dialogue:

	IX. Make up your own dialogue using the following «expressions:

	X.	Change the following sentences according to the models:

	XI.	Complete these sentenses using Gerunds;

	XII.	Translate into English using Gerunds:

	XIII.	Communicative situations:
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