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NMEPEAMOBA

IcHyloui O LBOro HYacy TMNOBI NPOrpammu 3 IHO3EMHUX MOB
ANA HEMOBHMX BMLUMX HABYaNbHWUX 3aKNAAIB Ta NIAPYYHMKW #
NOCIBHUKY AN CTYAEHTIB @KOHOMIMHMX CNeLianbHOCTeN MaroThb
3a MeTYy NULLIe PO3BUTOK HAaBMYOK YMTAHHS | Nnepeknaay gaxosoi
niTepaTypH iHO3eMHOIO MOBOIO 3a JOMOMOroLo cnoeHuka. Cnipg,
3a3HaunTH, o 6araTo 3 UMX BMOAHb MOPANbHO 3acTapinu i He
BiAMOBINAIOTL BUMOram 0 3pOCOro PiBHA EKOHOMIYHMX 3HaHb.

Cy4acHWM CTaH PO3BMTKY 30BHILLHBOEKOHOMIYHUX 3B'A3KiB
notpebye AKICHO HOBOro Nigxomdy He TinbKK A0 npobnem sue-
YeHHs EKOHOMIKM B3arani, a M ;O MOBHO! MiIArOTOBKM ManbyT-
HbOFO €KOHOMICTa, IKOTrO BXKE HE MOXHA ysBuTH Be3 Hanexx-
HOrO BOMOAIHHA iHO3eMHO moBoto. Came uen nigxig 3ymo-
BMB CTPYKTYPY LbOro nigpy4HHKa, yKNageHoro 3a npuHumMna-
MM: Bifj MPOCTOrO — [0 CKNAgHOro; Big BI[OMOro — Ao
HeBIROMOro (TEOPEeTHYHI 3HAHHA, 3aCBOEHI CTYQEHTaMM Ha 3a-
HATTAX 3 EKOHOMIYHWX Teopin, Byxrantepcbkoro obniky Towo,
33KPINAIOIOTLCA Ta NOMOBHIOIOTLCA HA 3aAHATTAX 3 AHIIMCHKOT
MOBM 33 UMM MIAPYYHMKOM); OPIEHTAWIA Ha HaWHOBITHIWI [O-
CArHEHHs CBITOBOI €KOHOMIKM (MIAPYHUHMK MICTHUTB TEKCTH 3 Pi3HKX
3apybiHMX pyKepen, WO CTOCYIOTbCH NPOBnem eKOHOMIHHMX
Teopii, NPUKNafHOT EKOHOMIKM, 3aXiRHOEBPONENCHKOI Ta ame-
PHKAHCBbKOI MIKPO- i MaKPOEKOHOMIKM).

LLinpokum € Tematnunuin gianasoH ypokis. Bown oxonnio-
10Tb BefMKe Kono npobnem Po3BUTKY HAayKW, BaXKNMBMX ANA
HMHILUHBOTO CTaHY HAPOAHOro rocnofapcTea Ykpaiiu.

MNippyunnk pospaxosanuit Ha ctypenTis |—IlIl kypcie eko-
HOMIMHMX CNewianbHOCTEeN BULLIMX HaBYanNbHMX 3aKnag,is.

MeTa oro — pPoO3BMTOK HaBMHOK YCHOrO MOBIEHHSA Ta po-
6ota 3 chaxoBoto nireparypoto. Liii meTi nignopsaKoBaHo cTpyk-
TYPY 38BAaHb KOXHOrO YPOKY: NMPOYUTATH Ta BUBYMTM HOBI
CNoBa i cNoBOCNONYy4eHHN; AiGpaTH aHrNIMCbKI eKBIBaNEeHTH A0
nOAaHMX CNiB | BMPAs3iB; BMKOHATK BNPaBu Ha NIACTaHOBKY Npo-
NYyWEHUX CNiB y pe4eHHsX; NPOYMTaTH Ta NEPEKIIACTU TEMATHY-
HUW TEKCT; BIONOBICTM Ha 3aNMTaHHA; AATH BM3HAYEHHS CMOBaM;
nepeKnacT PeyeHHs SHIMINCbKOIO MOBOIO; IHCLEHI3yBaTH Te-
MaTu4Hi fianoru, cTBopuTH Aianoru Ha 6asi HOBOI NEKCHKM,
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3aKpinneHol B NornepepHix BNpasax; CTBOPHTH T@MATHUHI CK-
Tyauji, makcumanbHo HabnvKeHi o NpakTMuHKX (BMXig, 3acBOE-
HOrO NEKCHYHOrO MaTepiany B peanbHy ¢axoBy PO3mOBY),
Towo.

TekcTt cnyxartb He TiNbKM AN PO3BUTKY HABUUOK UMTEHHS
Ta nepexknany haxoBoi nitepatypu, a U HecyTb y cobi HoBy
BaXNMBY iHpopMmaLilo, HeobXigHy Ans Cy4acHOro eKoHomicTa.
KoxeH ypok nobynoBaHo 3a NpuHUMNOM YCHOFO BUNepeg-
»eHHs. MNepur Hix posnoyaTti poboTy Hap TeKCTOM, NOTPIBHO
BMKOHATH YCHIi Ta NMMCbMOBI TPEHYBarnbHi BPasy Ha 3aKpinneH-
HAl NNEKCUKM | HA PO3BMTOK HaBMUOK ycHoro moeneHHs. [licns
UBOro TeKCT Byae NOriYHMM MPOJOBIKEHHAM TEMM, LLO AACTb
3MOrYy CTYOEHTaM BUKOPUCTaTH MaTepianu B NOAANbLUIM YCHIX
PO3MOBHIH NPaKTHL.

Y KiHui nippy4HMKa MOAaHO CrOBHUK TEPMIHIB | cnosocno-
ny4yeHb 3 E€KOHOMIYHMX CReuianbHOCTEeH, WO BXKMBAIOTLCA B
TEKCTax YpPOKiB.

Mippy4YHUKOM MOMYTb 3 YCMIXOM KOPUCTYBATHCA SIK CTy-
AEHTH, acripaHTH eKOHOMIYHMX CrieLianbHOCTEN BHLLMX 3aKnagais
OCBITH, TaK i BCi, XTO npaLoe y cdepi eKoHomiku, BisHecy,
MEHEAXKMEHTY 30BHILLHbOEKOHOMIYHOI BiNbHOCTI NiNPHMEMCTB.

Y niapy4HUKY BMKOPMWCTAHO af,anToBaHi TEKCTOBI maTtepianu
Takux 3apybixKHUX BUDaHb:

The Macro Economy Today /Ed. by Bradley R.Schiller. —
N.Y.:Mc. Graw — Hill, Inc., 1991.

Applied Economics. A Programm of Junior Achieve-
ments. — Colorado: Junior Achievement inc.,1990.

Contemporary Economics/Ed. by lJames R.Kearl. —
Clenvien; lllinois; Boston; London: Scott, Foresman and Co.,
1989.



Lesson 1

WHAT IS ECONOMICS?

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

scarcity — HepocTaTHs KinbKicTe, Hpak Yoroch

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 — pecypcH

to satisfy one’s wants — 3agoBonbHaTH uHich NOTPe6bH

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

individual consumer — okpemuii cnoxusav

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

to be faced with the problem — crukartucsa 3 npobnemotro

opportunity costs — moxnusi BUTPaTH

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.

i. Give English equivalents of the following:

npuBaTHa BNAcHICTb 3pobutu subip

npubyToK 3340BONbHATH YMiCb NOTPebu
MOXNMBI BUTPATH pecypcm

HefoCTaTHA KiNbKICTb BMTpPayaTH rpoLui

OKpEeMMIA CMIOXKMBaY CTHKaTUCA 3 Npobnemoro
DOCArTH METH BUpOBNATH TOBapPH

I. 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
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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
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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 nopaHo nocunanHs Ha BupaHHs: 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 modern economics begin?
10. What questions must every society provide answers to?
11. How do you understand the term «factors of production»?

VI. Define the terms:

economics capital
interest microeconomics
macroeconomics wages
profit labor and human resources

VIl Translate info English:

1. baxanHsa nrognHu GesmexHi, a KowTn, HeobxiaHi ansa
3fiMCHeHH LuMX BaXkaHb, HapTo obmexeHi. 2. Mepepn KOXKHUM
CycrinLCTBOM NOCTaE npobnema HecTaTKy. 3. EKOHOMIUHI YnH-
HWKM BMNMBAIOTbL Ha pilleHHs Yy cBiTi 6isHecy. 4. Pecypcu, He-
oBXxipHi AnNs yTBOpPEHHs TOBapiB i NOCNYr, HAa3MBAIOTh YMHHMKA-
mu BUpobHMUBa. 5. 3apobitHa nnata — ue Ta BUHaropopaa,
fIKY OTPHMYIOTb PobiTHMKKM 3a cBoto npauo. 6. Kynytouu cab-
PHKH, MallMHK Ta iHWI 3acobu BupobHuuTBa, AINOBI NFoaK YacTo
BXMBAIOTb TEPMIH «Kanitan». 7. EkoHoMika — ue Hayka, sKa
onucye Ta aHanisye Bubip 3-nomix HepocTaTHix pecypcis, AKi
MaloTb 3340BOMbHUTH NOTPEBU HaceneHHs. 8. KOXHUN YMHHWK
BUPOBHULITBA MAE MicUe B HALLi EKOHOMIYHIN CUCTEeMI | KOXK-
HUM BMKOHYE BIANOBIAHY DYHKLiIO.

VHI. 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.

P.: What speciality have you got?

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

mother. And now that | have become a skilled worker



| think already | can combine my job with studies by
taking correspondence courses or attending the evening
faculty of an institute.

.: What institute do you want to enter?

: | have thought about the Cherkassy Engineering and

Technological Institute, but | haven't yet decided. I'd

like to become an economist.

.t Is it really interesting for you?

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

: Do you know what is the basic economic problem?

: | 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.

: 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?

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

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

: Well, | am a bit hungry, why don’t we have a snack
together?

.: 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. I pay for the use of land. And what about her? (regularly)
2. | negotiate a sale. And what about her? (too) 3..| want to
know more about the subject. And what about him? (too)
4. I 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)

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

M o del: 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.

XM 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.

XIIl. Translate into English:

1. MNpuBaTHa BRacHICTL AaE NIOAAM CTMMYN BUKOPHCTOBYBATH
CBOIO BNACHICTb AN OTpUMaHHs NpubyTKy. 2. EKoHomika — ue
HayKa, fKa BUBYAE cNeLmpiKy PO3BMTKY EKOHOMIUHKMX BIGHOCHH
B OKpemux cdepax HapogHoro rocnopapcrea. 3. BigHoweHHs
BMAaCHOCTI Ha 3acobu BUPOBHMULITBA YTBOPIOIOTb OCHOBY €KOHO-
Miku. 4. MeHi UiKkaBo 3HaTH, YK BNIIMBAIOTb EKOHOMIMHI HMHHMKM
Ha pileHHs y cBiTi 6isHecy. 5. BuBueHHs eKoHOMIKM pAae meHi
MOXXNUBICTb Kpaule opieHTyBaTmcs B 6isHeci. 6. 3apobiTtHa nna-
Ta —— Le rpowoBa BUHAaropoaa 3a BUKOPHCTaHY NpaLio.
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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:

a pillar — onopa, crosn

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

to use one’s assets — sukopucrosysatu (une-Hebyab) manHo

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 — ekoHoMiuHi cTUMyNH

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

to switch one's deposits from one bank to another —
nepeBoOAMTH AENO3UTH 3 OAHOrO BaHKYy B iHLLMI

to receive higher interest rates — opepiysarti suwj BincoTKM
3a BKNaoM

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

profit motive — morue npubyTky

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

entrepreneur — nignpuemetb

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 — BcraHoBuTH LjHY

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

gross national product — sanoswii HauioHanbHUit NPORYKT

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 — pomawne rocnogapcteo; cim's

e.g. We live in what economists like to call household:s.

Il. Give English equivalents of the following:

€KOHOMIYHI CTUMYIH NPUMMaTH pilleHHst
nignpuemeLb AOMaLLIHE TOCNo[apcTBO
KIHLLEBMI NPOAYKT crabinbHi LM
obmerxysaTu gisnbHICTL HanMmartn Ha poboTty
onopa BaNnoBMH HaLOHarbHUIM NPOAYKT
BMKOpHCTOBYBaTH (UMe-HeByab)

MamnHo

lil. 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.
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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 will 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;
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— 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 + | + 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:

—

. What are the «pillars» of economic system?

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

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

. 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»?

ONONL O w
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VI. Define the terms:

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

VIL Translate into English:

1. MNpuBaTHa BRAacHiCTb, UIHOBA CMCTEMA, KOHKYPEHLis —
ronoBHi «ONOPHU» EKOHOMIYHOI cuctemu. 2. LliHoBa cuctema
BiANOBIAAE HA TaKi MMTAHHA: @) AKi TOBapH Ta nocnyry supobns-
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TmyTbea? 6) sk ix BupobnaTMmyTb! B) XTO iXx oTpumyeaTume?
3. EKOHOMIUHI CTMMYIIM BNNMBAKOTL HAa HAlle PIlLeHHA, Wo i ae
Kynutn. 4. bisHecmenn KynytoTe abo NPoAatoTe 3emnio uu
IHLWI NPUPOAHI PeCcypcH, SKLLO CNoAiBatoTbCa Ha NpubyToK Bip,
ujel yrogu. 5. Banosuit HaujioHanbHMM NPOAYKT — L@ 3aranbHa
BapTiCTb yCix Tosapis i mocnyr, supobneHnx 3a ogvH piK.
6. Ona toro wob kKynutk Wwock, Tpeba matu rpowi. 7. Cno-
MUBaYI — LLE MIOAM, SKi KOPHCTYIOTECS TOBapamu Ta Nocryramu
ANA  33A0BONEHHA CBOIX noTpeb.

Vill. Read and dramatize the following dialogue:

Mary (a sftudent): 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 I'll do my best to satisfy
you.

M.: Thank you. First of all | 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 out eater—
the nation's wealth. ; ﬁTE @k ITy '
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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 benefitting
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 del: 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.

XMl Translate into English:

1. PeHToto Ha3uBaloTb UiHY 3@ KOPUCTYBaHHA 3emiero.
2. TepMmiH «Kanitan» 4acTo BXMBAETbCA BisHecmeHamm. 3. Exko-
HOMIUHI cMcTeMM MOXYTb ByTH KnacudiKoBaHi aK TpaauuiiHi,
3aranbHi Ta puHKosi. 4. Jlloaek, AKi KOPUCTYHOTECS TOBapamm
Ta nocnyramu Ans 33f,0B0NEHHS CBOIX NoTpeb, Ha3MBaloTb cno-
wuBadamu. 5. 3aranbHa BapTiCTb ycix ToBapis i nocnyr 3a oauH
piK HAa3MBAETLCH BANOBMM HALIOHANbHUM MPOLAYKTOM.

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
fand?

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

¢) 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).
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Lesson 3

SUPPLY, DEMAND AND MARKET PRICES

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

market economy — puHKoBa eKOHOMIKa

price — wiHa

e.g. Market economies are directed by prices.

to ration — posnopinati, HOPMyBaTH, BMAABATH

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

to attend an auction — sigsinysaTu aykuioH

e.g. Did you ever attend an auction?

rationing effect — pauioHansHui Bnnue

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

items for sale — Toeapu gns npopary

bidder — nokyneub Ha aykuioHi

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

to drive out of the market — suticHuTh 3 puHKy

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

the level of output — pisexb BupobHMLTBa

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

the law of demand — 3akoH nonuty

quantity of goods and services — kinbkicTe TOBapis i 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 — enacTuuHicTb; rHYyuKicTb

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

supply — nocrtauaHHs; nponosmuin

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:

nokyneub Ha ayKuioHi €nacTHHHICTb
BapTICTb NPORYKLUI B3aEmogis
3aKOH Npono3uui 3aKOH nonuTy
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KinbKicTb TOBapiB i nocnyr pHHKOBaA ujiHa
3MiHM B NOCTaYaHHi TOBapH ANs NPoAaxy
BipBiAyBaTH ayKUioOH piBeHb BUPOBHMLTBA

. Fill in 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 counfries 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 franslate 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.

— It is difficult to find substitutes.

— They are relatively inexpensive.

— It is 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 sale 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?
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VI. Define the terms:

market price

rationing effect of prices demand
perfectly competitive markets buyers
production-motivating function of prices sellers

Vil. Translate into English:

1. Llinm ynpasnstoTe pvHKOBOIO ekoHoMmikoro. 2. Lliku cro-
HYKaloTb BUPOOGHHMKIB A0 36inblieHHN abo 3HMKEHHA PiBHS BM-
nycky ToBapis. 3. Y BiNbHiM PUHKOBI €KOHOMIL LiHM BH3HAYa-
FOTbCS B3AEMOMIEIO YMHHMKIB NMpono3uuii i nonuty. 4. Liina, 3a
KOO (PaKTUHHO MPOAAIOTL TOBApPM Ta NOCNYrM, Ha3MBAETHLCA
PHHKOBOIO UiHOIO. 5. 3MiHW B NOMNMTI Ta NPONO3uULii BNAMBaTH-
MYTb Ha PHHKOBI UiHKM. 6. PUHKOBA wiHa — €QMHA, AKa MOXe
iCHyBaTM NpOTArom NEBHOrO Hacy B YMOBAX WNIKOBMTOI KOH-
KypeHruil. 7. Monut — ue 6aXaHHA Ta CNPOMOXKHICTb CMOMXHU-
Baua KYMMTM TOBApP YM MOCNYFY B MEBHMM 4ac i B NEBHOMY
Mmicui.

Vill. 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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| went intfo business with her.

: Really? How is it going on?

Fine, thank you.

: What kind of business is it?

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

: How much does your ice-cream cost?

It costs $1.60 per cone.

: How did you define the cost of your product?

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 resulis
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.

: Oh, it is very interesting. I'd lke to see this demand

schedule for ice-cream cones.
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 )

: The survey results illustrated the law of demand in action,

didn't they?

You are right. We also made the demand curve, which
iflustrated the demand for ice-cream cones. It also enabled
us fo 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.



: Nice for you. Now you seem to know a lot about business.
Not everything yet. The subject becomes quite technical.

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

02

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 del: Economic incentives 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».

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

Mo del: 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 posnouati BnacHy cnpasy. 2. 3mitu
MONMTY Ta NPOMO3MLi BANMHYMM Ha PUHKOBI WiHK. 3. LliHK Bnnu-
HYMM Ha 3MEHLWEeHHs pPiBHSA BMNYCKY ToBapis. 4. [lns Toro wob
BUBUWTH NOMMT CMOXMBAYIB, MU NPOBENM HU3KY CNOCTEPEXKEHb.
5. Mu nepernsHynu pesynsTaTh cnocTeperkeHs i 3pobunu ons
cebe neeHi BUCHOBKM.
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XHI. Communicative situations:

1.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?

2. When the forces of supply and demand are at work in a
market economy, the equilibrium price is the only one that
matiers. All other prices are irrelevant (beside the point).

Explain this statement.

3. 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

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

to meet one’s needs — 3agosonbHATH NoTpebu

e.g. Many businesses work very hard to meet your need
and wants.

wage(s) (syn. salary}) — 3apobirHa nnata

e.g. In return for working, you will receive a wage or
salary.

wealth — 6aratctso

e.g. Wealth is the value of the things you own.

to deposit money in a savings accout — knacTu rpouui Ha
ouLaaHUi paxyHoK

e.g. We decided to deposit money in a savings account.

to earn interest — onepiyBaTv BigCcOTKM

to loan — nosu4artu, AaBaTH NO3UKY

e.g. Wealth, in the form of money that is loaned to others
or deposited in a savings account, will earn interest.

expenditures — surpatn

savings — 3aoLagIKeHHn
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e.g. The Greens plan their expenditures and savings very
carefully.

to make one's decision — npuiimaTi pitieHHs

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

to keep frack — potpumysarucs 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 — nvwok

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 — cknapHi BiACOTKM

e.g. Most accounts offer compound interest.

yield — npubyrox

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

to share risk — pos3nopgjinati crpaxoBy cymy

e.g. Insurance enables people to share risk.

endowment insurance — cTpaxyBaHHsa-BKnag,

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

consumer credit — cnoxxusuui KpeguT

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

finance charge — ciHancosi BuTpaTtH

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

passbook loan — kHuxka 3arimy

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:

KNacTu rpoLi Ha 6aHKIBCbKMI PAXYHOK  JOTPMMYBAaTHUCH KypCy

OfepIKYBATH BIACOTKH diHaHCOBI BUTPaTH
3aXMCT iHTEepeciB cnoXmeaya BMTPAa4aTh rpoLui
HOpma NpUBYTKY CKNapHi BiRCOTKM
pokepeno npubyTKy CTpaxyBaHHs-BKNap,
CMOXKHBYMH KpepmT NPUMMATH PilUEHHS

3300BONLHATH nOTpe6n
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IN. 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

4. Banks and savings instifutions 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 will 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 i income that can
be earned by wealth. iy

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 ($5 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 yield, 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 sell 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:

. What is the difference between «wage» and «salary»?

. How can «wealth» be expressed?

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

4. What is a budget?

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

plus?

What three steps are involved to prepare a budget?

What makes up your personal budget?

What is the rate of return?

What is liquidity?

. What does credit allow you?

. What is the purpose of advertising?
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Vl. Define the terms:

wage budget

liquidity the rate of return
salary wealth

surplus compound interest

VII. Translate into English:

1. Benumka inbKicTb NZNPUEMCTE CTaPaHHO NPAaLIoIOTh, LWO6
3a0,0BONbHUTH Bai NoTpebu. 2. Mu BUPILLKMAKM NOKNACTH rpoLui
Ha paxyHoK y BaHky. 3. (iHaHcosi BUTpaTM — ue 3aranbHa
Cyma, sIKY BW crinauyere, Wwob ckopucratmcs kpeautom. 4. Crpa-
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XYBaHHA-BKNaA 3axuMUAE CTpaxyBarnbHMKa Kinbka pokis. 5. 3a
cBoto poboTy BM OTpUMyeTe 3apobitHy nnaty. 6. lNipcymy-
BaBLUM BAPTICTb BALLO| BNACHOCTI, BaHKIBCbKMX paxyHKis, 3ao-
WagKeHb, BU OTPMMYETE 3aranbHy Cymy Baworo HarartcTsa.
7. KinbKicTb | BapTiCTb peyer, fAKi BU CMPOMOMKHI KynuTH, 3a-
nemrb Bif, po3mipy Baworo npubyTKy Ta Bif TOro, K po-
3yMHO BM BuTpaTuTe Horo. 8. banku 1a owapHi ycraHoen po-
MOMOXYTb 38XMCTWTH BaLLI rpowWi Bif, MOXeXi, KPagiKK1 Ta
iHLWMX HeLLLACHMX BMNAAKIB.

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.

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

B.: 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
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A.:

B.:

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:

Mo del: The health maintenance organization or HMO
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provided its members with complete medical
coverage.
The members of the health maintenance organi-
zation were provided with complete medical
coverage.



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.

Xl. Ask questions to the following sentences:

Model: 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.

XH. Translate into English:

1. Fpowi 6ynu noknapeHi Ha 6aHkiscbkuit paxyHok. 2. Kinb-
KicTb peuen, siKi MW CNPOMOXHI Bynu KynuTh, 3aneana
Bifi po3mipy Haworo npubyrky. 3. Bawi rpowi 6ynu 3axu-
LLeHI Bif, NOXEeli, KPafiKKM Ta iHIIMX Hew,acHMX BMMAAKiB
6aHKamMM Ta OWARHMMM YCTaHoBamMMu. 4. 3emns Ta iHWi npu-
popHi pecypcu 6ynu 3akynneHi 6isHecMeHamu B Hagji Ha Npu-
6yToK. 5. Maie BCi uneHu Hawoi poguHn Bynm 3acTpaxo-
BaHi.

XIil. 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
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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

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

to start a business (syn. to launch a business) — po3nouatu
cnpasy (6i3Hec)

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

to operate a business — kepysatn cnpasoto (6isHecom)

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

to face a problem — crukaTuca 3 npobnemoto

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 — opHooci6He BonoaiHHA

e.g. A sole proprietorship is a business owned by one person.
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to pay taxes — cnnavyyBaTu NogaTK1

e.g. Sole proprietors have minimal legal restrictions and
do not have to pay the special taxes placed on corporations.

to assume the debts — 6path Ha cebe cnnaty 6opris

e.g. If a business fails, the owner must personally assume
the debts.

stockholder — akujonep, BnacHuK akuin

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

partnership — ToBapucTeo, komnauis

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

Il. Give English equivalents of the following:

NPUIAMATH PitleHHs CNNauvyBaTH fORATKM
TOBApUCTBO KepyeaTh 6isHecom

cTMKaTMes 3 npobnemoto  aKujoHep

HecTaua 4orocb 6patn Ha cebe crinaty 6opris
MaTtu ycnix [OCATTH YCRiXy

opfHOoOCIOHE BOMOAIHHS pU3MKyBaTH

lHL. Fill in the blanks with appropriate words:

1. About 50 percent of entrepreneurs experience
start their ... in industries in which creditors
they have some ... . stockholders

2. People who come from families whose | managers
members were in business themselves | business

are more likely to start their own ... . | companies
3. In a large business the tasks of orga- a sole proprietor-
nizing and operating are done by ship
many hired ... . a partnership
4. ... is a business owned by one owner
person.

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

6. ... is a business organization that is
owned by two or more persons.

7. If the business were to fall, its ...
would have the right to recover their
money from any, or all, of the partners.

8. Ownership of a corporation is represen-
ted by shares of stock, and for that
reason corporate owners are known
as ...
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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 is 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 fo 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?

. What problems do small businesses face?

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

. What kinds of business organizations you know?

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

8. What other special types of business organizations do you

know?

[N

N O

VLI. Define the terms:

sole proprietorships partnerships
corporations creditors
stockholders dividends
taxes

VI Translate into English:

1. MNipnpuemui — ue noam, aki maroTs BnacHum bisHec i
KepyloTb HUM, crogisatoumnce opepxatu npubyrok. 2. Tenep
6arato BMLLMX HABYaNbHMX 3aKNagZis NPONOHYIOTb NPOrpPamm,
fAKi BYaTb CTYAEHTIB, AK po3noyaTtn HisHec i KepyBaTH HUM.
3. brmsbko 50 BiACOTKIB MigNpHUEMLB PO3MOYanyU CBOK CNpaBy
(6izHec) y Tux ranyssx BMPOOHMLTBA, B SKMX BOHM BXKE Manu
neeHui pocsig. 4. Y senukomy 6isHeci 3asgaHHsa, nos’'asaHi 3
OpraHi3alieto Ta ynpasnikHAM, BUKOHYIOTbCS HaratbMa Hanma-
HUMK MeHepkepamu. 5. Benukuit | manui BisHec ans pocsr-
HEHHsl CBOEI METH OPraHi3OBYlOTb CBOIO PobOTy No-pisHOMY.
6. AKuUjoHepHe TOBapMCTBO, OAHOOCIBHE NigNPUEMCTBO — Ue
pi3Hi Buan 6isHecosux opraHizauin. 7. OgHoocibHe nignpuem-
cTBo — ue BisHec, skum Kepye oaHa ocoba.

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. In fact | want tfo 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?

: 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 litte 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:

Mo del: |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:

Model: 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 annua'
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.

XIl. Translate into English:

1. Batbku cnogisaroTbCs, WO BiH CTaHE rapHUM MiBNPHEM-
uem, matnme BnacHui BisHec i Kepysatume HUM. 2. Bona Bxke
MaE 4yfoOBMA AOCBIA Yy Wik ranysi BUpoBHULTBA i, MOXKIIMBO,
po3nouHe BnacHy cnpasy. 3. Sk meHemxep, BiH Byae BUKO-
HyBaTWM 3aBOAHHA, NOB'A3aHi 3 OpraHizauieto Ta ynpaeniHHAM
BupobHULTBOM. 4. MM 3HAEMO, LWLO KOPNOPAaLIs 3aBXKAM Ma-
TUME NePEeBaru Hag, OQHOOCIBHOIO BAACHICTIO Ta NAPTHEPCTBOM.
5. Papa pupekTtopis obepe npesupgeHTta Ta iHWMX NOCAO0BKHX
ocib ans KepiBHULTBA KOMNAHIEHO.

XHI. 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?

c) 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 feel about other people?

a) | like people. | can get along with just about anybody.

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

¢) Most people bug me.
Can you take responsibility?

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

b) I'll take 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) | do all right unless things get too complicated. Then
| lose interest.

c) ljust 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) | can'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) I can if | have plenty of time. If | have to make up my
mind fast, | usually regret it.

¢) 1 don't like to be the one decides things. |I'd probably
blow it.

Can you stick with it?

a) if | make up my mind to do something, | don’t let
anything stop me.

b) 1 usually finish what | start.

c) If a job doesn’t go right, | turn off. Why beat my
brains out?

Can you keep records?

a) Since they are needed !'ll keep records even though
| don’t want tfo.

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

¢) | would rather hire someone to keep records for me.



Lesson 6

FINANCING A BUSINESS

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

internal funds — BHyTpiwHI 6Gopru

external funds — 3oBHiWwHI 6opru

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 — NOKPUBATK UMICb BUTPATH

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

depreciation — 3HeLjiHEHHS, 3HMXKEHHS LiH

to wear out — 3HowyBaTHCs, CnNpaubOBYBATHUCS

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

to cover the cost of smth. — nokpuTtn BapTicTb “oro-
Hebyab

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

short-term loans — kopoTkocTpokoBa 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 — 3anosu4ena 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 akuji

preferred stock — npusinenoBani 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 — cdonpgosa 6ipxka

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

default — HeBunnara, HEBUKOHAHHS [,OTOBOPY

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

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

balance sheet — 6anancosuii 38it

income statement — 3giT 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 (6anancy)

liabilities — nacus (6anaHcy), 6opru, 3aboprosaHicTs

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

net worth — BapricTb maitHa 3a BMHATKOM 3060B'A3aHb,
BIacHMM KaniTan nignpuemcTea

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

Il. Give English equivalents of the following:

NOKpWTH BapTiCTb Horo-Hebyab doHposa bipKa

nacus (6anaHcy) npusinerMoBaHi akuji
6anaHcoBmi 3BIT aktue (6anaHcy)
LAOBrOCTPOKOBA NO3MKa BHYTpILHI 6opru
HeBMnnara MaTH Npaso ronocy

3ano3nyeHa cyma

Iil. Fill in the blanks with appropriate words:

1. ... is the difference between assets «investors»
and liabilities. capital
2. Similarly, firms need ... fo 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 year. 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).

Y. Answer the following questions:

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

2. What do we call internal funds?

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

How do you understand the term «external funds»?
What can the firm do to get more money?

What rights have common stockholders?

What is the difference between common and preferred
stockholders?

ONONL K

9. What is the reason for investing in mutual funds?
10. How do you read a balance sheet and income statement?
V. Define the terms:
internal funds preferred stock
common stock depreciation
balance sheet mutual funds
the principal to have voting rights

Vil. Translate into English:

1. Haibinblwa KinbKicTb rpowei, Wo BUKOPHUCTOBYETHCS
6i3Hecom, HagXoANTb 3 NPOAANKY NPOAYKUI Ta Pi3HMX nocnyr.
2. Ockinbku cbipma npopgae ToBapu abo nocnyru, BOHa ogep-
Y€ rpoli Ta BUKOPHCTOBYE iX 3 METOIO MOKPUTTA CBOIX BU-
Tpat. 3. bisHecoBi NO3MKM 3a3BM4aAM KNAcUDIKYIOTLCS AK
[LOBrOCTPOKOBI Ta KOpPOTKOcTpoKosi. 4. KopoTkocTpokosi nosu-
KM BUKOPUCTOBYIOTLCS A PIHAHCYBAHHA NOBCAKAEHHMX BAPTO-
cTen Ana cTBopeHHs ipmu (Cnpaem), TakMx sK NNaTiXKHI Bigo-
MOCTi, cupoBuHa, ToBapu. 5. JlOBrocTpPOKOBi NO3UKH iCHYIOTb
Ans Kynieni obnagHaHHsa, ByAMHKIB Ta IHWMX LiHHMX NPEeaMETIs.
6. (PoHgoea Bipxka — e PUHOK, Ae 3ycTpivaroTbesa nocepea-
HUKKM ONst KYNiBni 4 NPOAAXKy akuiK Ta obniraui CBOIM KeHTaMm.
7. Yn icHye neBHWM pM3uK HeBMNNaTH 3a obnirauismu Han-
cunbHiWKX kopnopauin? 8. Ha BigMiHy Bif BnacHuKiB chinbHUX
aKUii, BNAaCHMKKM NPHMBINEMOBAHMX aKWiM HE MaloTb NPasa rono-
cy. 9. CninbHi poHAM — ue Kopnopauil, Wo KynyroTb aKuii Ta
BMKOPMCTOBYIOTb BUPYUYEHI CYMMU N8 iHBECTyBaHHs abo rpu Ha
dongosux Gipxax. 10. 3eit npo npubyTok nipnbusae NigcyMmKH
piduHoro npubyTKy, BapTOCTi hipMKM Ta pisHULi MK npubyT-
KOM i 36UTKOM.

Vill. 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 intfroduce «The Wealth of Nations» to his native France.
In the course of explaining Smith’s theories and the role of
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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.

.z 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:

Model: A firm 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

47



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 (6yne sunnaueHo) by this business within a
year. 2. When the funds come from within the firm they
(6yayTte onmcaHi) as internal funds. 3. Long-term loans (6y-
AyTb BMKOpucTaHi) to purchase equipment, buildings, etc.
4. In this case demand (6yae ctBopenmii) by supply. 5. Stock
(6yne npopano) by mutual funds and the proceeds (6yne
BUKOpucTaHo) to invest or speculate in the security markets.

XII. Translate into English:

1. Konu 6opru HapxoamuTUMYThb i3 30BHILLHIX OyKepen, BOHU
6ynyTb onucaxi sk 30BHiWHI 6opru. 2. [ina yoro 6yayTs BUKO-
pUCTaHi KOPOTKOCTPOKOBI Ta AOBroCTPOKOBi no3ukm? 3. BincoTku
Ta 3ano3uyeHa cyma ByayTb OTpMMaHi KpepuTopamin HanpPHKiHL
TepmiHy. 4. Akuii 6yayTb npoaaHi KOpNopauisMu Ofs BUMKO-
pUCTaHHA rpolen Ha doHaoBuX Biprxax.

XII. 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?
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Lesson 7

PRODUCTION AND MARKETING.
THE BUSINESS OF BUSINESS

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

standard of living — piseHb >xurTs

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

productivity — npoaykTusHicTs npaui

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

input — surpatn

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

output — NPORYKTUBHICTE, BUMYCK NPOAYKLLT

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

division of labor — po3znogain npaui

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

skilled workers — ksarnicikoBani pobiTHnKu

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

consumption — crnoxuBaHHs

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

Il. Give English equivalents of the following:

piBeHb XHTTA 6patu yyactb y HOMYCb
BUTPATH posnopain npai
NPOAYKTUBHICTL Npaui nobpobyT

nigHeceHHs i cnap, BMMYCK NpoAyKLii
peKnamyBaTti ontoea Toprisns
CTpaxyBaHHs

1. 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 it 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. Well-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 lack 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?

N b W —

VI. Define the terms:

production process consumption
productivity standard of living
division of labor input

skilled worker market research

VIL. Translate into English:

1. OpuH cnoci6 BM3HAYEHHN PIBHA MUTTH — UE NOAINMTH
BCIO NPOAYKUiO Ha KinbKicTe HaceneHhs. 2. Konu KinbKicTb
NPOAYKUIl 3POCTAE WBMALLE 38 KiMbKICTb HACENEHHS, PIBEHDb MHUTTS
noninwyeteca. 3. Butpatamu moxyTe 6yTH Byab-aKi KowTh,
LLIO BUKOPUCTOBYIOTLCH Y BUpobBHMHOMY npoueci. 4. Ocsita Ta
HaBuaHHs POBITHMKIB € rONOBHOIO CKNAfOBOIO HAaCTMHOIO NPO-
AYKTMBHOCTI npaui. 5. Jliogu, ski mobnate csoto pobory Ta
ofepIytoTb Haconody Big Hel, supobnstote Ginbwe 3a THX,
fIKi He MatoTb Takol moTHBaLi. 6. Horo 6pakye HeksanichikoBaHUM
i HeocsiveHUM PobiTHMKAM ANns Binbl ePeKTUBHOrO BUKOHaHHA
CBOIX 3aBpaHb! 7. 3a JOMNOMOroto PO3MOAINY NpaLi KOMHMK
POBITHMK MOXe CTaTM MancTpom cBOEi cnpasu. 8. Mapke-
TUHI — Ue KyniBns Ta NpopaX, TPaHCMopTysBaHHsa, 36epe-
YEHHs, (biHaHCYBaHHA, CTPaxyBaHHs Ta iHwWe.

VIil. 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. In
those days, automobiles were built in much the same way
as a house.
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: What do you mean?
: 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.

: For 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.

: What was the key to achieving this goal?
: 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 less expensive and more afford able for the average
family. 2. The population is growing now at a faster rate than
production in that country. 3. Sfeps 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.

XI. 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.

XN. Translate into English:

1. Y umx perioHax KinbKicTb NpoAYyKUji Tenep 3pocTae LBuAa-
we 3a KinbKicTb HaceneHHs. 2. BiH 3Haipge Te, wo wykae ans
edeKTUBHOro BMKOPUCTaHHA obnapgHaHHa. 3. Odupekropu Ko-
MepUiriHMX (DiPM BUKOPHCTOBYIOTL Kanitan i pobouy cuny, wob
MaKCMManbHO NIABHLLMTH NPOAYKTHMBHICTL Npaui. 4. OnTosi Top-
rosui 73 BUPOBHMKM CKOPOUYIOTL KiNbKiCTb TOBapie i piseHb
8upobHMuTBa, Wo6 3HM3MTU LiHM. 5. BoHu 3HMXKyloTb TBepaj
UiHM 3@ OMHULIO TOBAPY, OCKINbKM BUMYCK NPOAYKUIil 3pOCTAE.

Xil. 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) lose 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 — matn Bnnue Ha puHok

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

interchangeable — s3aemo3amiHHuK

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

at will — 3a BnacHum BaxcanHam

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

collusion — pomoeneHicTb; 3rosip

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

utilities — nignpuemcTBa rpomMapcbKOro KOpMCTYBaHHS;
KOMYHanbHi nocnyru

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

merger — o6'eaHanHs (nignpuemcrs)

integration — inTerpauin, o6'eaHanHs

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

trademark — Toprosa mapka

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

Il. Give English equivalents to the following:

KOMYHarbHi NOCNyru PHHOK

TOpProBa mMapKa o6'enHanHs (nignpmemcrs)
HapasaTtu nepesary yropa

KOHKYpPeHLis 3a BNacHWUM BaxaHHM
B33EMO3AMIHHMIA NaTeHT MmoHononis

MaTH BANMB Ha PUHOK npopaseub

nokyneub

l1l. Fill in the blanks with appropriate words:

1. Economists often speak of the «structure» market price
of a...
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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
selleris a ... . patents
4. ... 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.

N h WK -
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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

VIii. Translate into English:

1. PuHoK icHye cKpisb, Ae nogm 36MpatoTbea pasom, Wwob
Kynut abo npopati cBoi Tosapu Ta nocnyrn. 2. MNokynui Ta
NPOAABUI MOXYTb BUXOAMTH Ha puHOK abo 3anuwatu Horo 3a
BnacHum HaxkaHHsm. 3. MpueaTHi UiHHI Nanepy neeHoi dipmu
LinKoMm B3aEMO3amiHHi. 4. 3rosip —- Lie CeKpeTHa AOMOBJIEHICTb
M pBoma abo binbiie cipMaMu NPo BCTAHOBNEHHS LiH i
posnogin puhky. 5. KoHkypeHuia B cdepi nignpuemcrts rpo-
MAaACHKOro KOPUCTYBaHHS BBAXAETHCA LKIANMBOIO AN rpOMan-
cbkoro iHtepecy. 6. OpHa 3 ymoB Hanbinbw KOHKYpeHTO-
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CMPOMOXKHOIO PHHKY LE Te, LLO KOoAHa npuBaTHa ocoba abo
rpyna He MOXYTb MaTt BNAMB Ha puHoK. 7. KoHrnomepart
06'eaHye ngi abo Binblie HesanexHux ipm nip, eauHe Kepis-
HULTBO.

>
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Vill. Read and dramatize the following dialogue:

: 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 years.
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.

: In what way did Professor Robinson refer to this kind of

trade?

: She referred tfo this kind of trade as imperfect competition.

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:

perfect 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 Yoice
according to the model:

Mo del: 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 into English:

1. KHxka ppyKyetbcs, AOKM BIH uMtac rasety. 2. Llinu
3HMKYIOTBCA HUMM B el vac. 3. Moro Tosap npogaeTbes 3a-
P33 B yMOBax MOHOMONICTHYHO! KOHKypeHLUii. 4. [le Ttol yo-
nosik? Moro HalimatoTe Ha poboTty. 5. OpHakosi nocnyry Ha-
[atoTbCH | TOBAPH NPOAAIOTLCA 3apPa3 PisHumu hipmamu,

Xl. Communicative situations:

1. Mergers of two or more competing firms, as well 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) Explain how mergers may result in greater efficiency.

b) Support the argument that mergers lead to greater in-
efficiencies.

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

2. 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

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

fluctuation — konusaHHs

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

to hoard — 3anacatu, HakonuuyBaTh

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

portability — noprtatusHicTb

durability — miyHicTs

uniformity — ogHakoBicTb; OQHOPIQHICTL

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

dollar bill — ponaposa 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 — pasatu npaBo abo moxnusicTb (wo-Heby b
poburs)

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

Il. Give English equivalents of the following:

6yt Hebe3neuHUM BN eKOHOMIKK 6apTepHa eKOHOMIKA
rofnoeHa nepeeara rpowen BCTAHOBNIOBATH LLHY
HaKONMUEHHs LiHHOCTe PO6GUTH NOKYrIKY
BMCOKOSKICHWM nanip 3aci6 obMmiHy
BapTiCTb rpolwen BanoTa

MIpMNo UiHHOCTI

L. 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 will 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 Value;
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
eggs.

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?

b

VI. Define the terms:

stability durability
divisibility portability
uniformity recognizability

VIl. Translate info English:

1. BinbwicTb KPaiH BUKOPMCTOBYE BUCOKOSKICHMM nanip ans
suroroBnenHs rpowei. 2. OpHa 3 ronoBHKX nepesar rpoulen
Hag 6apTepom — L Te, WO MPOLLi MOXKHA QIIMTU HA HaCTHHM.
3. TonoBHa pi3HHLA MK BaPTEPHOIO Ta FPOLLOBOIO EKOHOMI-
KOO fIONAra€ 8 TOMY, WO npu BaprepHin eKOHOMIUI Bam cnig,
LYKaTH KOroch, XxTO mae Bu Te, Wo BU xodeTe, i xoTie 6u Te,
wo Bu maete. 4. [powi paroTe Ham 3MOry BCTAHOBNIOBATH
uiHy ToBapy. 5. Mpowi — ue 3acib, WO Aa€ HaM MOXNHBICTb
pobutk obmiH. 6. Mpoli patoTb 3Mory Ham POBUTH NMOKYNKK
Konu-HeByab Y MalibyTHbOMY, BUKOPMCTOBYIOUM BapTICTL HO-
rochb, WO MM NPOAAEMo cboroghi. 7. Baniota — ue naneposi
rPOLWI Ta MOHETH, AIKUMNU MM KOPMCTYEMOCH MalIKe LLOAHS.

VIll. Read and dramatize the following dialogue:

A.:In what currency will payments be made?

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

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

B.: Yes, it is.

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

B.: To avoid currency losses we shall provide for a currency
clause in our contract.

A.: How will the currency be exchanged?

B.: 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, certfainly. 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 del: 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 del: 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. 4. We intended to provide for a currency clause in
our contract. 5. | intended to invest money into this corporation.

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

1. Llent 6aHK HapnaBaB NO3MKM Hawik KomnaHi 3 1995 no
1999 poku. 2. 1 mae Hamip OBMIHATH BANIOTY B NYHKTI OBMIHY.
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3. Y uen yac BOHM Hamaranucb YHUKHYTH rpoLuoemx BTpar. 4. Ko-
nu BoHa 3ateneddOHyBana, MW PO3MOBMNANKM NPO oHAM Nif-
NpUEMCTBA. 5. Mu manu Hamip sunnaturk Bci Hopru go nouar-
Ky PiHaHCOBOrO POKY.

XiH. Communicative situations:

Money is the root of all evil.

Money is the guarantee of security.

«Time is money». (B. Franklin)

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

Hhwh -

Lesson 10

ECONOMIC STABILITY

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

circumstance — obcrasuHa

e.g. In some circumstances the President and Congress can
choose to increase taxes or reduce government spending or both.

to have serious drawbacks — maru cepiiosHi Hegoniku

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 — cbiHaHcoBa nonithka

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.

tax receipts — rpowoBi HAAXOAKEHHA Bif, ONOAATKYBAHHA

e.g. It is the responsibility of the President to control the
level of this tax receipts in the country.

budget deficit — gediuut Groprkery

e.g. Budget deficit occurs when government’s revenues
are less than its expenditures.

money supply — rpoLiosi HafxopKEeHHA

e.g. A reduction in the money supply will serve to reduce
demand and lower prices.
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Il. Give English equivalents of the following:

NipBULLLYBATH NOAATKM

3MEHLUYBaTH NOAATKH

cTabinisyBati eKOHOMIKY

KOHTPOSMIOBATH NOAATKM Ta BUTPATH
3aCTOCOBYBAaTHUCA B MOTPIGHMI MOMEHT
3MIHIOBaTH piBEHb MPOLUOBHX HaOAXOAXKEHb
33 paxyHoOK nogaTkis

BMMYCKAaTKH rpoLLi
NOMuT Ha ToBapH
pediunt romrery
cnag, sMpobHMLTBA

ll. 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

4. 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 Policy. 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 Policy Has Ifs 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 Policy. 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.

What is fiscal policy?

How is fiscal policy applied?

In what ways could the recession be reversed?

What will happen when business and consumer spending
begins to increase?

5* 67

v hwN



6. Can fiscal tools 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

VIl. Translate info English:

1. ExoHomicTn wykatoTb wnsxie, wob crabinizysatn exo-
HOMIKY. 2. [ins Toro wob pocartm meTtv crabinisauil eKoHoMiKM,
YPAA 3BEPTAETLCA N0 ABOX CTPATErii: (PiCKanbHO! Ta rPOLIOBOI
nonitiku. 3. Konu nopaTtku ameHwyBatumyThes, dipmu Ta npu-
BaTHi 0COBKM MaTMMyTb y posnopspiKeHHi binblwe rpowei,
wob euTpauaTH ix Ha peui, aKki BoHW xouyTb npuabatu. 4. [esxi
€KOHOMICTH CTBEPAIKYIOTh, LLO hiHAHCOBA NOMITHKA MAaE Kinbka
cepho3Hux Heponikis. 5. Konu ypan 3meHwye noaatku, BiH
MOXKe cTBOPUTH pediumnT BrompreTy. 6. Nediunt bropkety o3Ha-
yae, wo npubyTku 6yAyTb MEHLIMMK 33 BUTPaTH, | 3abopro-
BaHiCTb ypsfly 3pocte. 7. Ypsap moxe nokpueaty gediumr
6ropkety, pobnsum nosmuuku abo BUNyCKalOuM HOBI rpoLui.
8. MNpukpo, wo 36inblueHHs rPoOLOBOI MacH € NMOLUTOBXOM A0
iHpnauii. 9. IcHye npsmuit 3B'S30K MiXK HasBHOK B 0Biry
KINbKICTIO rpoLulei Ta piBHEM BUPOBHKUTBA.

VL. 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.

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

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

: Inits efforts to stabilize the economy and achieve its goals
the government relies on the fiscal and monetary policy.

.: Do you know anything about fiscal policies?

: 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.

®> ® > W
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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.

.: Oh! | came to know very much about some things I've
never heard before. Thanks a lot.

: You're welcome.

>
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® >

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
Yoice:

M o del: Atthattime 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.
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XI. Ask when and what-questions using the Passive Yoice:

M o del: The company was being managed extremely well,
when he was president.
When was the company being managed extremely
well?

1. 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.

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

1. PiBeHb NopaTKy 3MiHIOB3BCA 3 NWNHA MO BEPECEHb MUHY-
noro poky. 2. ButpaTti 4boro nipnpHeEMCTBa 3pocTanM, Toai 9K
€KOHOMiKa BcTynana B Hosy chasy. 3. 3a 4yac iHdnauil nposa-
Avnacs dickanbHa nonituka. 4. Konu ypsg pobus nosuku ta
BMMNYCKaB HOBI rpoLi, nopartku 36inbwysanucsa. 5. INig vac ozgo-
POBrEHHs €KOHOMIKM YPSAOM BUMYCK MPOLLOBOI 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

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

to benefit — orpumysaTtn Kopucts

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 — cnpasa, yropa; BefeHHs LiNOBMX onepatin

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 — obmerxysartn

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; pKepeno 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 — onogarkyeartu

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

surplus — Hagnvwok

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

revenue tariff — Tapud Ha npubyrok

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

protective tariff — ninbrosui Tapud ANs BITUM3HAHOTO BU-
pobHuka

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 — AemniHr; po3BaHTa)KyBaHHA

e.g. Selling the same product for a lower price abroad
than at home is called dumping.
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oTpuMyBaTH NpubYTOK Bif onepauin
cneujianisawis 3 BUPobHULTBA AEAKMX

BUPOBNATM TOBAP 3 MEHLWMMMU

administrative red tape -— agminictpaTusHe peryniosaHHs
e.g. Administrative red tape is the deliberate use of

ll. Give English equivalents of the following:

ToBapis

BUTPATaMu

iMNOPTYBaTH TOBAp i3-33 KOPAOHY
TPaHCNOPTHI 3acobum

lL. Fill in the blanks with appropriate words:

. Manufacturing can also be performed
more ... in some parts of our country
than in others.

. Natural resources, an adequate labor ...,
and ... facilities have promoted the
development of certain industries in
particular regions of the country.

. Nations will ... because of differences in
terms of climate, natural resources, ...,
capital, and technology.

. Differences make it sensible to ... in the
production of some products.

. A nation has a comparative ... in the
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:

governmental rules and regulations to make it difficult to import
goods from abroad.

Martu nepesarm
NPUPOAHI pecypcH
pxeperno npubyTky
obmexysaru Toprisnto
BECTH TOpPriBnto

transportation
supply
labor supply
quotas
specialize
opportunity
costs
tariff
efficiently
gain
advantage
administrative
red tape

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 ways. 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.

Quotas. 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:

. Why do countries trade with each other?

. What is absolute advantage?

. Why do nations gain when they specialize?

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

. Why do most countries restrict trade?

. In what ways do some countries restrict trade?

. What is tariff?

. How can quotas restrict trade?

NOOONON N A WN —

VI. Define the terms:

transaction revenue tariff

fo specialize protective tariff

to restrict trade quota

revenue expect subsidy
absolute advantage dumping

tariff administrative red tape

VIl Translate into English:

1. Depasu BeayTb TOPTIBMIO 3 TUX CAMMX MPMUMH, LLLO M
npueatHi ocobu 1a pipmu. 2. [lepkasu OTPUMYIOTb 3UCK Bif,
TOpriBMi TOMY, LLLO BOHA AAE TM MOMNMBICTL OBMIHIOBATH HaA-
MMUWIOK TOBAapy, IKWMKA BOHM BMPOORAIOTb, Ha TOBAap, Y AKOMY
BOHM MmatoTb noTpeby. 3. MpupogHi BaratcTsa, TPAHCMOPTHI
3acobu, TpyAOBI pecypcu Aanv NOWTOBX PO3BUTKOBI OKPEMMX
Buaie npomucnosocti. 4. PisHuLA B KNiIMATHYHMX YMOBAX, NpH-
popHux BaratcTax, TPYAOBUX pecypcax 3pobuna MOXIHBOO
cneuianisauiro 3 BUpobHULTBA OKpeMMX BHAiB ToBapis. 5. He-
3Ba)KalOuM Ha 3HauHi Nepesaru Toprisni, HinblicTe KPaiH 3anpo-
BapKye obmexenHs Ha Topriento. 6. YnpopoBsx icTopil csoro
icnysaHHa CLUA posrnspanu dickanbHi Tapucu sk ronosHe
pxepeno HapxoaeHs. 7. Onsa Toro wo6 3axMCTUTH BITUMIHAHY
APOMMUCNOBICTb Bif, iIHO3EMHOI KOHKYpPeHL|li, iCHYOTb Tapudm,
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MeTa SKMX — 3poBuTH 3apyBidKHUIA TOBaP AOPOIKUMM 3a TaKMit
Camuit TOBAP, BUroTOBNEHUH y KpaiHi. 8. KBOTH 3HKylOTb piBeHs
KOHKYPEHLUIi, 3 AKOIO MOYeEe 3iTKHYTHCA BiTUM3HAHE NPOMMC-
NOBICTb, 06MEMYIOUM KINbLKICTb IMNOPTOBaHOro TOBApPY.

>w>

>

>

> ®

Vill. Read and dramatize the following dialogue:

: It's amazing!
: 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?
: HHound that my clock radic was made in Japan, my slippers

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

: 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.

.2 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 a 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.

B.: | 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:

M o d el: Our nations will be trading with one another when
governments of the two countries limit quofas.
When will our nations be trading with one
another?

1. They will be exchanging their products at the international
fair af this time tomorrow. 2. Our company will be manufacturing
new devices from September fo November the following year.
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 frans-portation facilities for a number
of reasons. 5. Using the expect subsidy, the government will
be affecting the flow of trade among nations.

X1. Change the following sentences from direct into indirect
speech:

Mo del: 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».

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

1. Mu 6ynemo cneujanisysatmcs 3 BUPOOHMUTBA NEBHMX
BMAIB TOBApPIB YNPOROBIK KiNbKOX HACTYNHMX pokis. 2. Lia kpai-
Ha 3 MOYaTKy M OO KiHLS HacTynHoro poky obmerxysatume
308BHILWHIO Toprisnio. 3. Lie chepmepcbke rocnonapctso Bupo-
WyBaTMme OBOHI BNPOAOBIK ycboro poky. 4. Bown sacroco-
BYBaTMMYTb KBOTY Ha AesKi BMAW iMMOPTHMX asTomobinis 3
HaCTYNHOrO MICALA LbOro POKY A0 YEPBHA HACTYNHOFO POKY.
5. Tapucbu 3axMLEATUMYTb BITYUIHAHY NPOMMCIOBICTL NPOTA-
rom reBHOro 4acy.

XIll. Communicative situations:

1. Trade among people and nations has occured for thousands
of years. What are the advantages of tfrade? 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) a consumer 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 — ginuth, posnoginaTy

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 — poznopinsti 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 — >«xurTeBuit 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 — sinbHe nigNpremcTso

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

il. Give English equivalents of the following:

3aKOH MNOCTaYaHHA Ta NOMUTY FONOBHI NUTAHHA
noninwysat poboui ymoeu coujianicT-yTonicTu
NiABMLLYBATH HMTTEBUM PiBEHb posnoginati npubyTku
3abe3neuyBaT OCHOBHI MOCNYrH PO3MOAINATH pecypcH
NiaBMLLYBaTH PiBEHb OCBITH OTPUMYBaTH NPHOYTKK

I. Fill in the blanks with appropriate words:

1. In a capitalist or ... economy, property profits
is ... owned. production
2. Business competes to earn ... and privately
resources are allocated by the market supply
according to the laws of ... and ... . demand
3. In socialist economies the principal means | provides
of ... are owned by the state. free enterprise
4. 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 «communism»?

3. When and where had socialism its origin?

4. Who are «utopian socialists»?

5. What do the less developed countries need to increase
production?
VIi. Define the terms:

farm productivity capitalist economy

to allocate resources socialist economy

government prepared plan free entreprise

physical infrastructure living standard

VIl. Translate into English:

1. EkoHOMiKa sinbHoro nignpuemuuutrea nepepbavac
iCHYBaHHs NPYBATHOI BNACHOCTI. 2. YMOBK Npaui Ha cabpukax
3a TMX YaciB Bynu ay>ke noraHumun. 3. Po3s’a3aHHS umux npo-
6nem nonsranoc y CTBOPEHHI ManeHbKMX iAeanbHux TOBapHUCTB,
y sKkux cpabpukamu sonoginu 6 pobitHuku, a npubyTok pos-
noginanu mixk ycima. 4. Po6oTa yacto BUKOHyBanaca YonoBiKamu,
MIHKAMM Ta AiTbmK y pisuuHO Hebesneunux ymosax. 5. [Mpu
couianismi ocHOBHI 3acobu BMPOBHMLTBA HanexaTb gepKasi,
pecypcu posnoginatoTbcs 3a nnaHom. 6. Lo nepepbavae npo-
uec TPaHCOPMALLT 3 HU3bKMM PIBHEM PO3BUTKY KpPaiHK B Cy-
yacHy aepyasy? 7. [Ina ninsulLeHHS XUTTEBOTrO PiBHA PO3BM-
TOK €KOHOMIKM KpaiHW Ma€E nepenysBatv 3pPOCTaHHIO KiNbKOCTI
HaceneHHs. 8. SKW,0 BUNYCK NPOAYKUiI 3a NEBHMH NEPIof, Hacy
3pic Ha 10 BigcoTKiB, a YMCenbHICTb HaceneHHs 36inbmMnaca Ha
15 BigCOTKIB, TO XXMTTEBMI piseHb Byae ripwnk, HiX 6ys Ha
nouartky uboro nepiogy.

Viil. Read and dramatize the following dialogue:

A.: Look, in 1986, 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.
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: | 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 fragedy 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?

: 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 Maithus. 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 the Present Continuous
Tense into the affirmative form of the Present Perfect Tense
(the Active Voice):

Mo del: 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. 4. 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.

XIl. Translate into English:

1. BoHn 30cepepunu CBOIO yBary Ha JXMTTEBOMY piBHi B
KpaiHax, Wo po3suBaloTbca. 2. Yu crano sixke BinbHe nignpw-
€MHMLTBO TOMOBHOIO EKOHOMIYHOIO CUCTEMOLO B LLINIOMY CBITi?
3. Ypspn Ta oCBITAHCBKI 3aKNagM NONINWMIK LbOro POKY cHCTe-
My oOcBiTH 1 HasuaHHa. 4. Lle 3abesneunno poboui micua Ta
TOBapM AN eKcnopTy. 5. MiHicTepcTBO cinbCbKOro rocno-
AapCTBa WEe HE MOOEPHI3YBano CifbCbKOrocnoAapChbKMiA CeK-
TOop.
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XIIl. 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) lliteracy 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

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

environment — HaBKONULIHE CEpPefoOBMLLE

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

poliution — 3abpyanenus

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

acid rainfall — kucnoTHMi pouy,

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

pesticides — nectuungm



chemical fertilizers — ximiuni nobpusa

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 — 3a6opoHa

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 cknpaHHa Bigxopais

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

incinerator — cmitTecnantosansHa niv

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

tax credits — ninbri 3 onopRaTKyBaHHA

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

ll. Give English equivalents of the following:

pobutin sycunns, wob 3axucTUTM  BiAXOOM BUPOBHMLTBA

HaBKONULLIHE cepenoBMLLe 6esnocepeaHe peryntosaHHs
36MTOK, 3aBAaHMi 336pyaHEHHsM  336pyQHIOBaTH PitKK
33B/,aBaTH WKOAM YPOXKALO NOQATKOBMI KpeamT

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. direct regu-
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 tfranslate 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 poliute 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
intfo 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).

Y. Answer the following questions:

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

. What forms acid rainfall or snowfall?

. What is the damage caused by acid rainfall?

. 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?

HWN
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VI. Define the terms:

pollution environment

direct regulation effluent fees

tax credits pollution control
wastes economic incentive

V. Translate into English:

1. Cy4acHa NpoMMCNOBICTb 3aMnMLLIAE BEMWKY KinbKiCTb Bigxomjs.
2. MNogiTps 3abpyAHIOETLCA BHACRIAOK aBTOMOBINbHUX BMKMAIB
nig yac 3ropsHHa nanbHoro. 3. KucnotHi powi 3ry6Ho pjroTs
Ha puby Ta POCNMHHMI CBIT; NOTPANNAOYN Y FPYHT, BOHM 3aB-
AatOTb WKoAM Bpoxao. 4. KMcnoTHI poLli MOXYTb BMMNApaTH
paneko Bif pxepena 3abpygHeHHs. 5. Bona ssamaetbcs 3ab-
PYAHEHO!O, AKLLO ii HE MOXKHA BXXMBATH 33 NPAMHM NPHU3HAYEH-
HAM: MUTH, BUKOPMUCTOBYBATH B DEPMEPCHKOMY rOCnoAapCTBi
Ta y BUpobHuuTBI. 6. MecTuumam, ximiuHi nobpusa, aki BuKOpUC-
TOBYIOTb (hepmepH Ta BFIAaCHUKM 3emni, 3aBpyaHIOOTL PiKM,
rpyHTOBI Bogm. 7. 3ycunnsa ypsaay 3 KOHTPOMo 3abpygHeHHs
HabyBsaroTb TPbOX hopMm: BeanocepenHboro peryntosaHHs, 36ip
3a CKMAaHHA Biaxofdis, NoaaTKkosoro kpeguty. 8. Tum, xTo He
JOTPUMYETLCS AePIKABHOTrO PErynioBaHHS, 3arpoXyloTs LITpad,
y8’'a3HeHHs abo Te i iHwe. 9. NopaTkosuit Kpeput pae cipmam
MOXIIMBICTb 3MEHLLMTH CBOI NORATKM B OBMIH Ha iHBECTYBaH-
Ha B obnapgHaHHA, fIKe [ACTb TM 3MOrY 3MEHLIMTU KiNbKICTb
Bigxonis.

Vill. 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 ll, 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.

86



A.: | see. And economic growth, as well as everything in this
world, has its advantages and drawbacks. Am | right?

B.: Yes, 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.

A.: So economic growth causes sometimes harmful externalities
and who is to answer for that and take measures?

B.: 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.: | think it'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?

B.: 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:

Model: Ask your friend if chemical fertilizers have been
used by farmers.
Have chemical fertilizers been used by farmers?
Ask your friend:
1) if water has been 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 fo obey government regulations have been fined;
5) if effluent fees have been levied on polluters for discharging
waste.

Xl. Ask when and where-questions using the Passive Voice:

Mo del: 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 ferfilizers 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 Yoice):

1. Benuky KinbkicTb Bigxoais 6yno npoAyKoBaHO Ta 3He-
WKOOXKEHO Umm nignpuemcTsom. 2. BopHi Ta semenbHi pe-
cypcu 6ynu 3abpypaHeHi BHacnigok kucnotHux powis. 3. [oHe-
[aBHa BOAA B LM pivui BBaXanacs 3abpyaHeHOo, OCKinbKy i He
moxHa 6yno suKkopucTOBYBaTH Ans chepmepcTBa, BUPOOHM-
uTBa Ta 3 IHWOM rocnopapcbkoto metoto. 4. Bukopucranns
necTMumMaiB i ximiunmnx pobpus y senukii kinbkocti 6yno 3abo-
poHeHO ypsaom Kpaitn. 5. Ha nipnpuemcrea ta depmepis,
fKi TpUBanHit Yac 3abpyaHIOBanK HaBKOMMLLHE cepeaosue, Hyno
HaknageHo wrpad.

Xlil. 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) Is it government’s responsibility to control toxic waste
disposal?
Why or why not?
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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

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

economy — rocnopapcrso

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

factors of production — uvHHMKK BUPOBHMLTBA

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

opportunity costs — ontumanbHi BUTpPaTH

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

economics — eKoHoMmiKa

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

production possibilities — supo6ruui moxnmBoCTi

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.

law of increasing opportunity costs — 3akoH 3pocTaHHs
ONTUManbHUX 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 — ekoHomiuHe 3pocTaHHs

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

market mechanism — puHKOBMI MexaHI3m

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

Il. Give English equivalents of the following:

3riGHO 3 33KOHOM 3POCTaHHA ONTUMArbHUX BUTPAT
Ba)XNuBa 0coBMMBICTb PUHKOBOrO MeXaHiamy
KINbKIiCTb HasiBHMX pecypcis obmexeHa
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BIAMOBNATUCA Bif, MOXKNMBOCTI 3a00BONLHATH BaXKaHHA
6yt 3myweHum pobutk BUGIp  pos3nopinaTu pecypcu
BUNYCKaTH KiHUEBUH TOBap

. Fill in the blanks with appropriate words:

1. 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

2. Unfortunately the quantity of ... is production
limited. output

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

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

5. 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 te 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
sales of that product will rise, and perhaps its price will 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?

3. Why are we compelled to choose among goods?

4. How is economics often defined?

5. 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?

6. What are the essentials of the market mechanism?

7. What is economics all about?

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. EkoHOMI4Ha HayKa BUBYAE BUPOBHMULITBO Ta CNOMMBAHHS.
2. YuHHMKKM BUPOBHMUTBA — L 3emnNs, TPYAOBI pecypcu, oc-
HOBHMWI Kanitan (o6nagHaHHA Ta Bypaieni), AKMMU MU KOPHCTYE-
mocs pna BupobHuuTBa ToBapis i nocnyr. 3. Mu He moXKemo
BMFOTOBAATH BCE, WO MM BaXaemo, | B KiNbKOCTaX, fKi Ham
noTpibHi, ocKinbku pecypcu 3aewau obmeweri. 4. Obme-
YKEHICTb pecypciB CTaBuTb Hac nepep, Bubopom. 5. EKoHomiuHa
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HayKa 3alMMaETbCS NMTAHHAMMU PO3MILLLEHHA PECYPCIB, IKMX He-
MaE€ B JOCTATHIM KiINbKOCTI, Ta TMM, fIK iX Kpalle BUKOPHCTOBY-
BaTM. 6. Ham posoputbcs BiAMOBNATHCA Bif, BUMYCKY NEBHOro
BMAY TOBapYy, Wob 3abesneunTn BUNYCK iHworo. 7. FonosHum y
PUHKOBOMY MEXaHI3Mi € YMHHMK UjiH, SIKWI BNNMBAE Ha PO3WM-
peHHs abo ckopoueHHs BupobHuuTea. 8. Skuio ToBaposMpPO6-
HMKM 6aUMTUMYTBb, LLO MPOARAXK NEBHOro BMAY TOBAPY i UiHM Ha
HbOrO 3POCTaOTh, BOHM 36iMbLUYBATUMYTb BUMYCK LHOro TOBapY.

A
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VIiL. Read and dramatize the following dialogue:

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.

: 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.

: And | was always wondering what, if anything, we can

do to improve the economy’s performance?

: I 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.

: 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.

: | 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.

.: So you think that most of us now recognize the importance

of major economic events.

: Yes, and that is why so many people worry about such

abstractions as unemployment rates, inflation, economic
growth, trade deficits, and budget deficits.

: But despite the widespread concern for the economy,

few people really understand how it works. And you can
hardly blame them.

: 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.



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.

B.: 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.

B.: 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.

B.: 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:

Mo del: 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:

Model: 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.

Xil. Translate into English using the Past Perfect Tense (the
Active Yoice):

1. Ule nignpuemcTtso Bpano posmictuno ceoi pecypcu no
TOro, ik posnovano BupobHMULTBO uboro Tosapy. 2. Hawa
¢ipma BifMoOBHMNAaCH Big, BUNYCKY UbOro ToBapy, wob posno-
yatm Bunyck iHworo. 3. Komu uiHM Ha uel Tosap 3pocnw,
nignpuemctao 36inbwmno Horo eunyck. 4. Bouu nippaxysanu
CBOI ManbyTHI NPUBYTKM NO TOro, SIK PO3NOYaNU BUNYCK CBOET
npoaykuii. 5. BiH ckasas, wo iXHE NiANPHEMCTBO BRANO npo-
BENO PEKNamMHy KamnaHito i ToMy obcsirn Npoaaxy usoro To-
Bapy 3pocmm. 6. lNpesupeHT komnaHii nosigomue, wo 6pak
pecypcis 3mycuB ix 3pobutu Bubip.

XIll. 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

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

aggregate demand — 3aranbHui nonuT

e.g. Aggregate demand is the total quantity of output
demanded at alternative price levels in a given time period.

aggregate supply — 3aranbHa 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 — 36anancyBaHHs

e.g. Equilibrium is the combination of price level and real
output that is compatible with both aggregate demand and
aggregate supply.

aggregate spending — 3aranuHi suTpaTh

e.g. Aggregate spending is the rate of total expenditure
desired at alternative levels of income.

derived demand — noxigHui nonut

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 — cnox<ueaHHs

e.g. Consumption is expenditure by consumers on final
goods and services.

disposable income (DI) — umcTuit npubyTok

e.g. Disposable income is aftertax income of consumers.

saving — HaKoMM4eHHs

e.g. Saving is that part of disposable income not spent on
current consumption.

investment — insectuuis

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:

KYMNyBaTH 3 METOIO PO3LUMPEHHS HalMaTh pobiTHMKIB
Ta NONINWEHHS BUPOBHUUMX ocobucTui npubyTok
MOXTMBOCTEN piBeHb 3alHATOCTI

nepenbayeHHs maibyTHboro 3aranbHi BUTPaTH
36yTy Ta npubyTkis piBeHb LjiH

33[0BOMILHUTH NOTPEOM CNOXKKMBAYA Y UBbOMY PO3YMIHHI
YHACHWUKM PMHKOBMX BiJHOCHH
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. Fill in the blanks with appropriate words:

. Aggregate demand is the total ...
of output demanded at alterative
price levels in a given time period.
. Equilibrium is the ... of price level
and real output that is compatible
with both ... and aggregate
supply.

. is the total quantity of output pro-
ducers are willing and able to supply
at alternative price levels in a given
time period.

. Aggregate spending is the rate of
total ... desired at alternative levels
of income.

. The role of business firms in factor
markets is ... available workers and
other factors of production to
produce ... and ... .

. In fact all of the income spent in
product markets ends up as income
for .

. Firms will ... more labor only if the
demand for the goods and services
such labor producer is ... strong.

. Consumption decisions are influenced
by a variety of forces, including ...,
prices, ..., wealth and expecta-
tions.

. Investment is ... on new plant and
equipment in a given time period,
plus changes in business inventories.

V. Read and translate the text: -

aggregate supply
combination
market participants
expenditures
aggregate demand
quantity

to hire

goods

services

demand
sufficiently
expenditure
income

interest rates

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 fo 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:

. What forces confront each other in the market place?

. What is the aggregate spending?

. 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?

W N —

NON»n oM

VI. Define the terms:

alternative price level real output
aftertax income equilibrium
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tfotal expenditure final goods
current consumption business inventories

VIl Translate into English:

1. 3aranbHuii nomMT i 3aranbHa NPONO3WUA NPOTUCTOATL
opHe ogHOoMy. 2. 3pewwToro MOKYMui Ta npogasui 3'scosy-
tOTb, WO TiNbKM €AMHA KOMBIHaLs «LiHa — MPOAYKLiA» NpPMi-
HATHa Ans obox cTtopiH. 3. 36anaHcyBaHHs — ue KombBiHauis
PiBHA UjH i peanbHOro BUMYCKy MPOAYKLIl, WO NOERHYETLCS 3
3aranbHUM MOMUTOM | 3aranbHum noctadaHHam. 4. [MoxipHuM
nonmt — ue notpeba B poboUii cusi Ta IHWMX YMHHWMKAX BM-
pobHuLTBA, L0 3anexartb Bif NOMMTY Ha KiHLEBY NPOAYKLHO
i nocnyru. 5. Cno)XmBaHHs — L@ BMTPaTa roTtoBux TOBAapis
i nocnyr cnoxxusa4amu. 6. Haseuui npubyTok cTaHoBMTL Nes-
Hy Cymy npubyTKy, fiKy CMOMBaYi MOXKYTb BUTPauaTth abo Hi
3a neBHMM nepioa. 7. HakonuueHHs — Ta 4acTMHa uucTOro
NpMBYTKY, WO HE BUTPAYAETLCS HAa MOTOYHE CMOMKMBAHHA.

V. 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.

: What was the reason?

: 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: A job was found. 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.

Xl. 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 into English:

1. NesHa cyma rpoweii 6yna suTpaueHa nepep, TMM, SK
BOHM BMpilUMnKM ii 3aowanutn. 2. Bin ckasae, wo muHynoro
TMKHA ipmoto 6yno Barato eupobneHo ToBapi i HapaHo
nocnyr. 3. Mu ckasanm, W0 [OCTATHIO KiNbKIiCTb pobounx micup
6yno 3HaipeHo ans 6espobitHux. 4. Yu Garato npopykui
6yno supobnero po toro uacy? 5. Bonu iHpopmysanm, wo
He BCi ToBapM 6ynu eKCnopToBaHi.

XIIl. 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

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

inflation — incnsauin

e.g. Inflation is an increase in the average level of prices,
not a change in any specific price.

deflation — pednsuis

e.g. A decline in average prices is a deflation.

relative price — sigHocHa ujiHa

e.g. Relative price is the price of one good in comparison
with the price of other goods.

nominal income — HominanbHMIF poxon,

e.g. Nominal income is the amount of money you receive
in a particular time period.

real income — peanbHuit goxog,

e.g. Real income is the purchasing power of that money,
as measured by the quantity of goods and services your dollars
will buy.

money illusion — rpowosa inozis

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 — iHaeKc cnoxmeumx uiH

e.g. The most common measure of inflation is the Consumer
Price Index.

inflation rate — temn iHcnawii

e.g. Inflation rate is the annual rate of increase in the average
price level.

price stability — crabinbHicTb UiH

e.g. Price stability is the absence of significant changes in
the average price level.

demand-pull inflation — indnsuis, cnpuumHerna nonutom

e.g. Demand-pull inflation is an increase in the price level
initiated by excessive aggregate demand.

cost-push inflation — iHdnsuis, cnpuurHeHa sapTicTio

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:

NigBULLLEHHS LiiHK Martn CeHc

cepepHin piseHb LjiH KynyBaTu pedi Ha NPOAax

OTPMMATH BENHuKKH NPUEYTOK (ans nepenpopysaHHs)

ctabinbHi LiHK Temn iHdpnsauil

nepebyBaT B NPUrHiYeHOMY BMPOBHULTBO HAae Ha cnag,
HacTpoi :

BIAPI3HATH aBULLE iHNAUT Big
NiABULLEHHSA LiH Ha OKpeMi
ToBapy

Il. Fill in 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 all 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 franslate 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.
A rise 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 CPl 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 inflafion 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?

. What are the two basic lessons about inflation?

What phenomenon do economists call money illusion?

. 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?

F- NV S
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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

V. Translate into English:

1. Ssuie iHdnsuil Tpeba Bigpi3HATH BiA NIBBULLEHHS LLH Ha
okpemi ToBapu. 2. Bnpoposik ocTaHHbOro micaug iHdnauis Ha
CROXXMBYI TOBapKM 3pocna Ha 5 BigcoTkis. 3. BigHocHa wiHa —
Ue uiHa ofHOro TOBapy B MOPIBHSHHI 3 LIHOIO IHLWMX TOBAapPIB.
4. lHdpnauis HaMyacTiwe mae micue B KpaiHax i3 HecTabinbHOO
eKoHOMIKOo. 5. HomiHanbHKMi goxop — ue KinbKICTb rpoLe,
fiKi BU OTPMMAETe 3a nesHui nepiod. 6. BiH gocnigxye npo-
6nemu iHdNAUT y Lk KpaiHi BXXe NpoTArom ABox pokis. 7. He
BCi UiHM NiABULLLYIOTECA OAHAKOBO Nif, Yac iHd AL Aeski 3po-
CTaloTh AYyXEe LWBMOKO, iHLWI — NOMIPHO, a AenKi 30BCIM He
3miHotoTees. 8. Temn iHRALIT — ue WOopiuHMI cepegHii Temn
NigBHLLLEHHS PIBHA LiH.

VIil. Read and dramatize the following dialogue:

: Haven't seen you for a long time. What are you busy with?

: | 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

o=
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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.

: What do you mean by that?

: 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.

: And do you know anything about the measure of inflation?

: Well, 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 I'll pass my exam in a good
way. Thanks a lot.

T.: Not at all. Good luck!

D.: Why don't we go to the cafe and have a snack together?

o0

o0

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:

M o del: 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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Xl. Complete the following sentences using the Future
Perfect Tense:

M o del: By that time tomorrow .
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 HoMiHanbHUIt NPUEYTOK 3MIHMTBCA AO KIHUA POKY.
2. Llinm Ha peski ToBapM Ta NOCNyru 3pocTyThb A0 KiHUA TUXKHS.
3. Bupo6H1LTBO UMX TOBApIB 3POCTE Ha 5 BiACOTKIB A0 KiHUS
micaua. 4. Ui Ha cnoueui TOBapu He 3MIHATBCS OO KiHUS
poky. 5. PeanbHui npubyTok Komnatii 36inbwmtbca Ha 10 Big-
COTKIB Ao KiHUs BrOaXKETHOrO POKY.

Xilll. 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

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

national-income accounting — o6nik HauioHanbHOro fOX0-
Ay

e.g. National-income accounting is the measurement of
aggregate economic activity, particularly national income and
its components.

gross national product (GNP) — esanosui HaujoHanbH1H Npo-
aykr (BHM)

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 — sanosuii HauioHanbHUI NPORYKT Y PO3-
PaxyHKy Ha AyLly HaceneHHs

e.g. GNP per capita is total population: average GNP.

intermediate goods — npomixHuI npoayKT

e.g. We must focus on the value of final goods and services
and exclude intermediate goods from our calculation.

nominal GNP — HoMiHanbHWiA BanoBUH HaUiOHaNbHWK NpPoO-
AYKT

e.g. Nominal GNP is the value of final output measured in
that year's prices.

real GNP — peanbHuit BanoBui HaLiOHaNbHUIH NPOAYKT

e.g. When we calculate real GNP, we value goods and
services at constant prices.

inflation — incbnauis

e.g. Inflation is an increase in the average level of goods
and services.

production possibilities — moxnusocTi BUpobHULTBA

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 — amopTn3auis

e.g. Depreciation is the consumption of capital in the pro-
duction process; the wearing out of plant and equipment.

net national product (NNP) — uucTui HaujoHansHWIA npo-
AyKT

e.g. NNP is the amount of output we could consume without
reducing our stock of capital.

gross investment — sanosi kanitanoeknapeHHs

e.g. Gross investment is positive as long as some new
plants and equipment is being produced.

net investment — uucTi iHBECTULI

e.g. Whenever gross investment exceeds depreciation,
net investment is positive.

exports — exkcrnopToBaHi ToBapH

e.g. Exports are goods and services sold to foreign buyers.

imports — imnoprosaHi ToBapu

e.g. Imports are goods and services purchased from foreign
counfries.

Il. Give English equivalents of the following:

obniK HauioHanNLHOro poxoay NepeKkpy4yBsaTH Po3yMiHHs
UMCTHI HaLOHaNbHUIA NPOAYKT MOXIMBOCTi BUPOBHULTBA
BaNOBMI HaLiOHanNbHUI NPOAYKT BMMIPIOBATH B L4iHaX

6pati no yearu 3miHM B pIBHI LiH A0AaHa BapTICTb
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BUPOBHMLTBO rOTOBMX TOBAapIB i nocnyr NPOMDKHI TOBapm
BanNOBMM HaLiOHaNbHUM NPOQYKT Y PO3- amopTH3auis
PaxyHKy Ha Aywy HaceneHHs

Il 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 level
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:

—_

. 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?

. Where is the distinction between GNP and NNP mirrored?

. What represents net exports?

NN AWN

VI. Define the terms:

national-income accounting real GNP

nominal GNP gross national product (GNP)
inflation GNP per capita

net national product (NNP) depreciation

Vil. Translate into English:

1. O6niK HauioHaNbHOrO [OXOAY AONOMAra€ Ham He TiNnb-
KW OL{HWTM EKOHOMIKY, a M 3PO3YMITH, K BOHa yHKLiO-
Hye. 2. [logaHa BapTictb — ue 36inbLUeHHs PUHKOBOI BapTO-
cTi npoayKujii, Ake BigOYBAETLCA Ha KOXHIH cTagil BUPOOHM-
yoro npouecy. 3. K 3MiHM UiH BAAMBATMMYTb LUBOTO POKY Ha
BanoBuh HauioHanbHWi npopykT? 4. Ona Toro wo6 obuncnu-
TH pearbHUiA BafIOBUI HALOHasIbHMI NPOAYKT, HeobXiAHO OLi-
HUTHM TOBAPM Ta MOCNYrM 3a NMOCTiHHWMM LjHamu. 5. [ns Toro
wob nigTpumaTt Hawi BUMPOBHMUI MOMMMBOCTI, MM MOBMHHI
NOBEPHYTH Kanitan, akuM mu BuTpadaemo. 6. Llopasy, konm
BaNOBI KaniTanoBKNageHHs NePEeBULLLYIOTh aMOPTU3ALLIIO, YMCTI
iHBeCcTUUil € NO3nTHBHMMM. 7. BupobHuui moxnusocTi 3ane-
»aTb Bif, KINbKOCTI 3eMni, Npaui, KaniTany Ta HalwMX 3HaHb, AK
BMKOPMCTATH HOBY TexHonorito. 8. KinbKicTb iMNOPTHMX TOBa-
pi8 Ha YKPalHCbKOMY PHHKY BIPOQOBX KiflbKOX OCTaHHIX POKiB
3pocna.

VIHI. Read and dramatize the following dialogue:

S.: As a future economist you ought to know certain things
about gross national product.

B.: That's what | want. | hope to make my career in economics.

S.: What do you know about GNP?
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B.: GNP is the total market value of all final goods and services
produced in a given time period.

S.: It is something. But you should distinguish between nominal
GNP and real GNP.

B.: What do you mean by that?

S.: 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.

B.: Although prices serve as a convenient measure of market
value, they can also distort our perceptions of real output.

S.: 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.

B.: How would such price changes affect this year's GNP?

S.: 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.

B.: Now | understand, changes in GNP brought about by
changes in the price level can give us a distorted view of
economic reality.

S.: 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.

B.: 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 me ruiwie « <.
Tense (the Passive Voice):

Mo del: 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.

XI. Use the verbs in brackets in the Future Perfect Tense
(the Passive Voice):

Model: 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.

XIl. Translate into English:

1. llopaHy eapricTb ujei npoaykuii 6yne obuucneHo no
KiHUA THxKHs. 2. Hosi iHBecTHUii 6yayTb BKNapeHi B el NpoekT
DO KiHUs poky. 3. PeanbHuii BanoBMH HAWIOHaNbHUIA NPORYKT
6yne obuncnenunit ekoHomicTamKu Ao KiHus micsaus. 4. Lli Tosa-
pu ByayTb ROCTaBneHi NOCEPEeaHUKaMM [0 KiHUA THXKHA.
5. Yrogy npo kynienio o6nagHaHHs BifoMOi HiIMeUbKOi (ipmu
6ypAe nianMcaHo yKpaiHCbKMMM NAapPTHEPAMM BO KIHLA THMKHS.

XIH. 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

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

transaction — yropa, onepatuis

e.g. They made transaction on buying this equipment.

commodity — ToBap, npeameT (LMPOKOro) BIKMUTKY

e.g. From the publications we observe that you are handling
the export of a number of commodities.

consumption — cnousaHHsa, BUTPaTH

e.g. The consumption of beer didn't go down when the
tax was raised.

pervasive — 1,0 NOWMUPIOETLCA, NPOHMKAE CKPI3b

e.g. Transaction costs are pervasive.

gains — poxia, npubyTOK; BMrpalwl; BUroaa, 3McK

e.g. They obtained gains from exchange of goods.

to evolve — possusatu(cs), posroprati(cs); creoproBaTy

e.g. He has evolved a new plan.

indirect trade — nenpsama Topriens

e.g. When ftransactions are costly, indirect trade rather
than direct trade will lower transaction costs.

intermediary — nocepephuk

e.g. The important social arrangements that set up indirect
trade are the use of money and the use of intermediaries.

household — cim’s, pomaluHe rocnogapcTeo

e.g. Firms and households also lower certain kinds of
transaction costs by organizing economic activity in particular
ways.

to undermine — nigpuBaTH, pyHHYBaTH

e.g. The President’s enemies are spreading rumours to
undermine his authority.

uncertainty — HesM3HauYeHICTb

e.g. Uncertainty about what can and cannot be done
undermines the gains from exchange or specialization.

to exclude — suxntouatm

e.g. We can exclude the possibility that the money won't
arrive.

restriction — o6mexkeHHs

e.g. Are there restrictions in the consumption of alcohol in
your country?

appropriate — Hane<HuM, BiANOBIAHMM
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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 enacHocrTi

e.g. Every economy has to develop something like property

rights.

il. Give English equivalents of the following:

obmereHi pecypcu

noaM, WO AJFOTL Y BNAcHMX iHTepecax
nepeBo3nTH TOBapM

NPOAYKTHBHI pecypcH

3MEHLLIYBaTH BUrpalLu

BMTpaTH, NoB'A3aHi 3 yrogoto

npsma Topriens
Henpsama Toprisns
3HMIKYBATH BUTPATH
CTBOPIOBAaTH Npasuna
npasa BNacHOCTI

lll. Fill in the blanks with appropriate words:

1. Resources used ... from one location
to another cannot be used to pro-
duce commodities that individuals
might consume.

2. ... are the opportunity costs of
using productive resources in making
trades rather than in producing
goods and services for consumption
or an intermediary other services.

3. The two important ... that set up in-
direct trade are the use of money
and the use of intermediaries.

4. ... is a person or organization that
specializes in trading rather than pro-
ducing goods.

5. The gains from exchange and specia-
lization can only be fully realized if
... have future interests or expecta-
tions.

6. These kinds of expectations are refe-
rred fo as ... .

7. Firms and households also ... by or-
ganizing economic activity in parti-
cular ways.

IV. Read and franslate the text:

social arrangements

self-interested indivi-
duals

to transport commo-
dities

an intermediary

transaction costs

property rights

lower transaction
costs

Transacting often takes more time; scarce resources that
might have been used to produce goods services are frequently
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used in transacting. For instance, resources used to transport
commodities from one location to another cannot be used to
produce commodifies 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 somefhlng
like property rights (pp. 53—70)*.

*B ypokax 18—20 nopaHo nocunanHs Ha supganHa: Contemporary
Economics/ Ed. by James R. Kearl-Clenvien, Illinois, Boston, London.
Scott, Foresman and Co., 1989.
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V. Answer the following questions:

. 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

VIl Translate into English:

1. powii — ue Te, WO BUKOPUCTOBYETLCA MPAKTUUHO B
ycix yropax. 2. Nocepeptrk opeprae 10 eigcoTkis sig npopa-
Wy uboro tosapy. 3. Mipmu Ta gomalHi rocnopapcTsa Ta-
KOX 3HMXKYIOTb MEBHi BUOM BMTPAT Winsxom ocobnueoi opra-
Hi3auil EKOHOMIHHOI BisNbHOCTI. 4. [1BOMa BaAXKNHBMMHM YMHHK-
Kamu, Lo 3abe3neyytoTb HEMPSMY TOPriBMO, € rpowWi i noce-
penHnkn. 5. Yropy npo Kyniemto obnagHanHs 6puTaHCHKOT
dipmu Bype nianMcaHo HanpuKiHUi THKHA. 6. 3aranom, Komnm
uiHa yropu € BenuKolo, Henpama topriens, 6inbw, HiX Npama
TOpriBns, 3HMIKyBaTMME BUTPATH, NOB'A3aHi 3 yrogoto. 7. byas-
AKa eKOHOMIKa Mae€ BHMPILUMTH, AK BUNPABAATH CMOAIBAHHA Ha
manbyTtHe. 8. Lis dipma yknapae yroau npsmo, 6e3 nocepep-
HUKiIB.

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 if? | couldn’t help enjoying a bit of
fresh air walking to the office. Do you always have this
kind weather in February?

Mr.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.:

Mr.P

Mr.B.:
Mr.P.:

Mr.B.:
Mr.P.
Mr.B.:
Mr.P.:

Mr.B.:
Mr.P.:

Mr.B.:
Mr.P

Mr.B.:

Mr.P.:

Mr.B.:
Mr.P.:

Mr.B.:
IX.

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?

.z 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.

Of course not.

Secondly, all prices should be firm and we’'re going to
pay cash. That's very beneficial to you, isn't if?

Yes, quite so. But can we revert to the matter later?

: Tomorrow?

May be tomorrow or this afternoon.

oK.

What about the down payment?

| think there's nothing to discuss; it stands as is given
in the draft contract: 5% against the documents specified
in the contract.

| agree.

.: And the last but not the least point. I'll be frank with

you, Mr. Brown. | was going to ask for an 8% 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?

Well, Mr. Popovych, | must admit you've taken me
somewhat by surprise, but | 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.

Agreed. There's nothing left for us to do but go on,
is there?

I'm of the same opinion, Mr. Popovych.

Our next meeting will be tomorrow at 10 as usual.
Good-bye.

Good-bye.

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 info one using the
Present Perfect Continuous Tense:

M o d el: Partners began to make the transaction on buying
this equipment 20 minutes ago. They are still making
if.

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 sfill raising them. 3. Intermediaries began to lower
transaction costs a few hours ago. They are still lowering them.
4. This company began to make restrictions on buying some
goods a year ago. It is still making them. 5. They began
to develop indirect frade some years ago. They are still
developing it.

XI. Complete the following sentences as in the model:

M o del: 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 ... .

XIl. Translate into English:

1. Henpsama Toprisns po3suBaeTbcs B YKpaiHi BxKe NpoTs-
rom Kinbkox pokis. 2. Lls komnaHis oTpumye BUroay Bip, Kynieni
obnagHaHHa BNPOJOBX ABOX Mmicsuis. 3. 3axigHi aepasu no-
cTaqaroTb B YKpaiHy pi3HOMAaHITHI CMOXKWBYI TOBAPH, MOYMHAIO-
u 3 1992 poky. 4. 3 camoro paHKy BOHW O6rosoptoloTh
BUTPATH Ha Kynisnto HeobxigHnx TexHonorin. 5. Bin npautoe
nocepenHMKOM Y Ui KOMNaHIl BXXe BMNPOAOBX TPbOX POKIB.

XIll. Communicative situations:

1. Computer software frequently comes packaged with an
agreement attached to the outside that reads something
like the following:

«The purchaser agrees, upon opening this package, not to
copy or distribute the enclosed materials to anyone else».
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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

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

measures of economic activity — noKasHuku eKoHOMIYHO!
AINbHOCTI

e.g. Understanding how an economy works and carefully
examining different perspectives on the economy frequently
require quantitative measures of economic activity.

to lower — 3HmxysaTu(cs)

e.g. The stocks lowered in value.

unit of account — opuHUUA oBumcneHHs

e.g. Money is frequently used as a unit of account.

to quote a price in terms of smth. — susHauaTh uiHy B
4OoMYCh

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 BupaXeHui NPSIMO, NPUXOBaHMH

exchange ratio — miHoBe BigHOLWEHHs

e.g. This implicit exchange ratio of goods for goods is the
relative price.

relative price — sigHocHa uiHa

e.g. Relative prices play an important role in the decisions
that individuals make.

purchase — kynisns

e.qg. | have some purchases to make.

Microeconomics — MiKpoeKoHOMIKa
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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 — 3aranbhuit piseHb UiH

e.g. It is often useful to have a measure of the general or
aggregate price level in addition to measures of specific relative
prices.

price index — iHgexc uiH

e.g. The price level is measured using a price index.

market prices — puHKoBi LiHK

e.g. A price index is usually created by pricing a basket of
goods at market prices in a base year.

to normalize expenditures — HopmysatH suTpaTH

e.g. The expenditures at each subsequent date are also
normalized, using the base period expenditures.

current prices — icHytoui UiHK

e.g. The same basket of goods is priced at current market
prices at subsequent dates.

aggregate output — cykynHui o6csar BupobHuurea

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 — oujiHroBaTh

e.g. These goods were evaluated at current market prices.

to deflate — 3HmKyBaTH 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:

BM3HA4aTK LiHY B YOMYCb opmHULA OBuncneHHs
fPMXOBaHE MIHOBE BifHOWEHHS BU3HAYaTH BIHOCHI L{iHK
MaTH LiHY Ha iCHYIOHOMY PHHKY 3aranbHui PiBeHb LiH
HOpMani3yBsaTu BUTPaTH 38 PUHKOBMMM LiHAMK
CyKynHui obcsar BupobHULTBA iHAEKC UiH

iHaeKc uiH 3pocrac abo 3Hu-
HyeTbes (napace)

II. 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 goods is ... . 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. It is 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.

IV. 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
fransaction 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 it 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 is
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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?

N b W —

V1. Define the terms:

commodity aggregate output
microeconomics relative prices
price index ' imports

market prices exports
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Vil. Translate into English:

1. UiHa, sika 6yna Bu3HaueHa Ha Lel TOBap, BUABMMACA AyXKe

BUCOKOO. 2. Sk6u y Hux ByB BUBip, BOHM 3akynunm 6 obnagHan-
He 3a TBepAMMH LiHaMK. 3. CNoXKMBAHHS NanvBa 3MEHLLUMNOCH Y
38'A3KY 3 NiOBMLLEHHAM NopaTkie. 4. 5K 8K OLjHIOETE KyniBenbHy
CNPOMOXKHICTb L€l KoMNaHii? 5. 3aTpumMKa y mocTadaHHi cno-
YKMBYMX TOBAapie NMepeBuMna ABa TWXKHI. 6. [poli — BurigHWH
3acib BUMIPIOBAHHSA Pe3yrbTaTis @KOHOMIYHOI BIANLHOCTI. 7. 3MiHn
Y BIQHOCHHMX LiHaxX BigoBpaKatoTb 3MiHU B anbTePHATHBHHUX LiHaXx.
8. BiH BMBUaE MIKPOEKOHOMIKY BXKE BNPOQOBXK OBOX POKIB.

® > m

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 we

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.

:1 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, i. 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 svfable,

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.
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.. 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-industrialized countries like Singapore or South Korea.
| can’t enumerate them all, but one thing's quite clear, that
the US dollar, the lapanese yen and the Deutsche mark
are most popular and more or less reliable at that.

: 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 imply?
: 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.

.. What does that mean?
: 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.

.. How can that be achieved?
: A domestic monetary market should be created or a cu-

rrency exchange should be allowed.

: That's a good prospect but it seems far away to me.
: I don't think it'll take much time.

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 Confinuous 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 for
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 ... .

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

M o del: 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.

XIi. Translate into English:

1. Bonu obrosoproBanm 3aransHuii piBeHb LiH ynpoaosx 20
XBUIMH Nepef, TUM, AK NoBepHyBcs wed. 2. BoHu 3Hmmysanu
WiHM Ha TOBapM B)Ke BNPOMOBX MicAua AO Toro vacy. 3. Biw
niapaxosysas BUTPaTH KOMNAaHIi BNPOAOBIK ABOX FOAMH nepeg,
TMM, SIK NOBEPHYBCA 3aBinyBad BiAiny. 4. Mu obrosoptosanu
iCHytoul UiMM Ha TOBapM NPOTArOM MIBrOAMHU [0 TOro Hacy.
5. Bin pertenbHoO BMBYEB PHMHKOBI LiHM Ha obnapHaHHs NPOTs-
rOM roauHKM Nepep, TMM, AK MOBEPHYBCA 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 — npubyTOK, BMFpaLl, 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 — cneujanisauis

e.g. Generally specialization leads to an increase in the
production of goods and services.

to value — oujHioBaTH '

e.g. He valued the house for me at 20,000 pounds.

well-being — po6pobyr

e.g. Exchange and specialization between individuals
increase the well-being of individuals within an economy.

to interact — B3aemopjistn

e.g. Individuals sometimes interact in cooperative ways

with other individuals.

' explicit — uiTkuit, TouHUM

e.g. He was quite explicit about the matter.

to facilitate — nonerwysatu, gonomaratm, cnpuatu

e.g. Modern inventions have facilitated housework.

measurable — sumipHuii

e.g. We came within measurable distance of success.

subjective — cy6'exTHBHMI

e.g. Gains from exchange are not merely subjective.

to provide an incentive — 3a6esneuysarn ctumyn, 3aoxo-
yyBaTH

e.g. It provides an incentive for individuals to facilitate the
exchanges among other individuals.

preference — ynopo6aHHs; nepesara

e.g. | should choose this in preference to any other.

to enhance — 36inswyBaTth, NOCUMOBaTH, NIABULLYBATH

e.g. That someone’s well-being is enhanced by exchange
does not imply that another person’s well-being is undermined.

to induce — cnonykati, crumyniosatm

e.g. What induced you to do such a thing.

to take advantage of smth. — ckopucraTtucs 3 yorochb
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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 — yacTka, nan

e.g. We shall all have a share in the profits.
benefit — npuHocuT/OTpUMYyBaTH KOPHCTL

e.g. The new railway will benefit the district.

to imply — o3HauaTh, matv Ha yBasi; nepepbavati
e.g. Silence sometimes implies consent.

li. Give English equivalents of the following:

NPUHOCHTH KOPUCTb MapTHepam no

yrogi
3ucK Bip, o6MiHY Ta cneuianisauii
obmiHioBaTHCH pecypcamy Ta
TOBapamu
B3aEMOLIATH LUNSXOM CniBnpaLy
BupasHe 6axkaHHs cnisnpautoBaTm
cnpuaT o6MmiHY Ta cneujanisauii

vacTka NpubyTkis

nigsuyBaTt aobpobyT

3abesneuyBaTtu cTUMYN

cKOpMCTaTHES 3 NPM-
6yTKiB

nepepbadati 3anemHIcTb

36inbLUIYBaTMCA 3aBASKH
obMmiHy

ill. 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.

.t provides an incentive for indi-
viduals ... among other indivi-
duals.

. It is impossible ... from speciali-
zation without being willing 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 lower
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:

. What is exchange?

. What is specialization?

.Why do exchange and specialization increase individual
well-being? '

4. Are exchange and specialization the bases of economic
activity for any society?

. In what sense does exchange make an economy better-off?

. What do gains from exchange and specialization depend on?

. What does specialization imply?

w N —
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V1. Define the terms:

market economy exchange
better-off specialization
explicit intention incentive
preference relative prices

Vil. Translate into English:

1. Po3nogain noteHuiMHMXx NpubyTKiB MK iHAMBIRAMK 3ane-
aTUME Bifl Yrof, AKi KOXKeH 3 HuX 3MOoXKe yKnacTu. 2. Akwo
AIOAMHI NOLWACTUMNO 3 YTOA0KD, TO BOHa oTpumae binblue npu-
6yTkis Big 06miHy. 3. Lllo Ginbwe pisHATLCA iHAMBIAYaNbHI
cmakm Ta ynopobaHHs, To GinblummK € NOTEHUIRHI NpubyTKK
Bin, 06MmiHy Mmix iHgusigamu. 4. BigHocHa uiHa ToBapy BM3Ha-
HAETLCA AK KOedILiEHT, 338 IKMM OAMH TOBap obmiHIoETbCS Ha
iHWKH. 5. [HOMBIAM MOXYTb MatM KOPHUCTb Bifi 06MiHY, AKLLO
HaBITb HEeMae cneujanisauii. 6. SIKWO iHAMBIAW BiNbHI OBMIHIO-
BaTUCS TOBapam#M Ta MOCIYramu, TO BOHM MOXYTb TAKOX cne-
ujianisyeaTMcs 3 TX BMGIB AISNBHOCTI, Y AKMX BOHM MatOTb BigHOC-
Hy nepesary. 7. 3uck Bin 06miHy Ta cneuianisauii He o6os’s3-
KOBO Ma€ PIBHOMIPHO PO3NOAINATMCA MK THMM, XTO Befe
Topriento. 8. Y cknapHii exoHomili 3aranbHuii obcsr Bupo6-
HUUTBA Byae 3MIHIOBATUCA 3i 3MiHAMM Y BIAHOCHMX LiHaX.

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.

B.: 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.

A.: Yes, 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.

B.: Would 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.

B.: 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.

B.: Oh, | remember this story. If | am not wrongs 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.

B.: 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 ouf; she was sure; we
decided; if was clear; efc.

M odel: These figures will speak for themselves.
| 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.

XI. Change the verbs in the principle clause into the Past
Indefinite Tense and make all the necessary changes in the
subordinate clause:

Mo del: 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.

XIl. Translate into English:

1. Bin 6yB yneBHeHui, WO KOMNaHIA OTPUMAE BEnMKi NpH-
6yTkM Big npopaxy uboro obnagHaHHsa. 2. S 6yna enesHeHa,
Wo fO6pPOBYT HaceneHHs 3 KOXHWUM POKOM 3pocTas. 3. Mwu
3HanH, WO TOPriBNA CNPUSE PO3BUTKY EKOHOMIHYHUX BiHOCMH
MK HawmMMmK KpaiHamu. 4. Bin 6yB ynesHenui, Wo cneujanisa-
uis BecTMme [0 36inblieHHs BUpPOGHMLTBA TOBapiB | Nocnyr.
5. 51 He 3Hana, wWo obuaBi KOMNaHIl B3AEMOLIANM HA BHIiOHMX
YMOBAX.

XHl. 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

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

public goods — cycninbHi ToBapm

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 — cnousaHHs 6e3 BUHATKY

e.g. Consumption of a public good is nonexclusive.

(positive) externalities — (nosuTusHI) 30BHIWHI BUsBM,
eKcTepHanii

e.g. The production of public goods is accompanied by
positive externalities.

noncompetitive consumption — HekoHKypeHTHe cnoXm-
BaHHSA

e.g. Consumption of a public good by one individual is
noncompetitive with consumption by another individual.

free riding — 6esonnatHe KopucTyBaHHs, Npoizp «3aii-
uem»

e.g. Free riding occurs when a person consumes a valuable
good or service without having to pay.

searching for information — nowyk iHcbopmauii

e.g. Searching for information is a very important way for
individuals to gain the information necessary for individual
economic choice.

reputation — penyTauin

e.g. Company has a good reputation at the international
market.

brand name — roprosensbHa mapka

e.g. Reputation becomes associated with a label or brand
name.
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patent — narenr

e.g. For technological innovations we have patents.

copyright — aBTopceke npaso

e.g. For other kinds of ideas in printed or recorded form
we have copyrights.

registered trademark — 3apeectposaHa TOprosa mapka

e.g. We protect the information about quality of goods
associated with brand names by allowing for legally registered
trademarks. '

ll. Give English equivalents of the following:

cTBOpPtOBaTH NPOBNEeMu ans puHKy 6esonnaTHe KOPHCTYBaHHS

BUMAaraTi KONeKTMBHMUX PillieHb npobnema HOPMYyBaHHs
3HMIKYBATM BUTPATH Ha NOLWYK MaTM 3UCK 3 Kynisni
CNOXKMBaHHA 6e3 BUHATKY TEXGONOriuHi HOBMHMU

CYNPOBOMKYBATUCA MO3UTHBHMMM  BTINUTH ineto
30BHiLHIMK edbeKTamm

IN. Fill in the blanks with appropriate words:

1. ... 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
2. ... occurs when a person consumes | reputation
a valuable good or service without uncertainty
having to pay. { trademarks
3. ... is a very important way for indivi- | copyrights

duals to gain the information nece-
ssary for individual economic choice.

4. ... is important because it lowers
search costs by allowing information
gathered in the past to be used in
the future.

5. For technological innovations we have

. and for other kinds of ideas in
printed or recorded form we have ... .

6. ... is not merely a matter of costly
search however.

7. 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 benefit
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 copyrights. 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?

. What three characteristics do public goods have?

. How do we call a phenomenon, when a person consumes
a valuable good or service without having to pay?

. Why is information a public good?

. Why is reputation important?

. How does the state attempt to stimulate technological or
recorded innovations?

w N

[o MMV 0 -N

V1. Define the terms:

registered trademark public goods

free riding patent
positive externalities information
reputation copyright

VIi. Translate into English:

1. CycninbHi TOBapH BigPI3HAIOTLEA Big, TOBapiB ocobHcTOro
BXMTKY. 2. PUHKM OpraHisoByloTbCs WASXOM NPUMHATTA iHOK-
BilyanbHWX pilWieHb, TOGI K BMPOBNEHHs cycninbHMX ToBapiB
notpebye KONeKTMBHMX pitieHb. 3. CnoXuBaHHs CycninbHOro
ToBapy OAHIEIO 0cOBOI0 HE CTBOPIOE KOHKYPEHLII NS CNOXXK-
BaHHA HOro iHwmmu ocobamu. 4. BupobHuuTeo cycninsHoro
TOBapy CYNPOBOMKYETLCH MO3UTMBHUMM 3OBHILLHIMM BUABA-
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mu. 5. CnoxuBaHHa cycninbHOro Tosapy HeobmexeHe. 6. Mu
croctepiraemo 6esonnatHe KOPUCTYBAHHS CYCiNbHUMM TO-
BapPaMM Ta NOCNYramM, OCKINbKM CMOMMBAHHS CYCNINbHMX TOBA-

pie

€ HeOOMEMEHMM | HEKOHKYPEHTHHUM. 7. IHcbopmauia gysxe

BaXKNMBA AN NPUHMHATTA PillleHb B YMOBAX PUHKOBOT @KOHOMIKU.
8. PenyTaujis gyxe BaXKnuea, OCKINbKM BOHA 3a0LL3AKYE BM-
TPaTH Ha MOLLYKH, AAIOYU MOXNMBICTL BUKOPHUCTOBYBATH B Mak-
6yTHbOMY iHOPMaLlo, 3iBpaHy B MHHYynomy.

M.:

D

2D

2>
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Viil. Read and dramatize the following dialogue:

Why if it isn't Bob! Never expected to meet you at this
shop. This is a small world!
Hi, Mike! I've got to do some shopping.

: 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.
Really. I've never heard about this.

: Yes, you have, but never realized it. I'll try to explain

this to you in some words.

: That's rather interesting.
: 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.

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.

: And police services make a city safer for all of its citizens —

I «consume» safety, but this does not affect your ability
to «consume» safety. National defense provides security
for one citizen®at the same time as it provides the same
service for another citizen.

| 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.

: 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



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.

B.: 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.

B.: Thank you. Bye.

M.: 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 el 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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Xl Change the following sentences using the Present
Subjunctive Il and the Conditional Mood:

M o del: 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. Komnatis Bunyckana 6 uro npoayKuito, ane BoHa He Mae
nateHty. 2. Mipma oaepikyeana 6 npubyTKM e MMHYNOro
poKy, skbu B Hel Byno pocratHbo iHpopmauil Npo npouec
BupobHULTBa. 3. SKOM He icHyBano puHKY iHCpopmaLii, MU He
gizHanucs 6 NPO HalwmMX NOTEHUIMHUX cnokuBadis. 4. SAk6u He
KOHKYPYIO4a KOMNAHIf, My LUBKALLE peanisyBank 6 cBil ToBap.
5. KomnaHis 3axuctuna 6 cBo€ NpaBo Ha TEXHOMOrUHY iHHO-
sauilo, ane BYacHo He notypbysanacs NpPo odOopMNeHHs na-
TEHTY.

XIll. 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

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

market — puHok

e.g. We went to the market to buy food for the family.

tangible — BipuyTHHI{ Ha pOTHK; MaTepianbHui

e.g. A good is something tangible that is produced and
consumed.

to satisfy desires — sapoBsonbHHUTH NoTpebn

e.g. Markets exist to satisfy individual desires.

intangible — HeBinuyTHUI* Ha BOTHK; HEBNOBMMMIT, HEACHME

e.g. Some things are intangible but are also important in
satisfying individual interests.

goods — Toeap

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 — sinperyniosatu

e.g. When you have someone adjust a carburettor you are
purchasing a service.

demander — cnoxusay

e.g. Some people come to a market because they want to
buy. They are called demanders.

supplier — nocravanbHuk

e.g. Some people come to a market because they want to
sell. They are called suppliers.

market allocation — micue Ha punky

e.g. The interaction of demanders and suppliers determines
a market price and a market allocation of a particular commodity.

to affect the market — snnusatu 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 — nepesuLeHHs Npono3uuji

e.g. 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.
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to decline — 3HmKyBaTHCA, 3MeHwWyBaTHCS
e.g. Excess supply will be eliminated if the relative price is

free to decline.
equilibrium — pisHoeara

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 — niksigysath, 3HMLLyBaTH

e.g. Excess demand will be eliminated if the relative price

is free to increase.

ll. Give English equivalents of the following:

B33EMOfIA CNOXMBaYis | nocTa-
YanbHUKiB

HagMmipHa(ui) nponosuuis /normr

supobnaTi ToBapu Ta HapaBaTH
nocnyru

PO3MIlLLEHHS PUHKY

Habip yrog

Habip cTumynis
nepepo3MmillyBaTh TOBapH
3a0,0BONbHATH NOTpebn
3HaYeHHA PiBHOBArM
KynyeaTh ToBap
NOAINATUCA Ha KNnacu
BMAMBATH Ha PHHOK

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.

& ... 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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a set of incentives

excess demand

are divided into

purchasing a service

increases

the importance of equi-
librium

the interaction of de-
manders and suppliers

excess supply

decreases



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 franslate 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:

. What is a market?

. What is a good?

. What is a service?

. Whom do we call demanders and suppliers?
. What is supply?

. What is demand?

7 .eWhat 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?

N h WN -
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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

VIl. Translate into English:

1. Po3pisHsatoTb puHKM TOBapIB i puHKK nocnyr. 2. Toeap —
ue WOCh BifYyTHE Ha AOTHMK, WO BUpObNSETbCA Ta cno-
MMBAETBCA, YacCTO Te, WO MM MOXKEMO NpuABaTH Ha PUHKY.
3.Mocnyra — ue wocb He Big4YyTHE Ha AOTHMK, WO BUPOL-
NAETLCA TA CMOXMBAETHLCA, LLO MM TAKOX MOXKeMOo npuabdartm
Ha puHKy. 4. Pecypcu — ue Te, WO BUKOPUCTOBYETLCS ANS
BUrOTOBNEHHA TOBapPY Ta HagaHHa nocnyr. 5. Bsaemogpjs cno-
MBAUIB | NOCTA4aNbHUKIB BU3HAYAE PUHKOBY LiiHY Ta PO3MILLLEHHS

puHKy. 6. lNponosuuis — ue NoeaHaHHS BIGHOCHO! WiHM Ta
KifbKOCTI AKOrocb TOBapYy, Wwo Horo dipmm abo okpemi ocobm
6a)katoTb nocravatM Ha puHOK. 7. Cno)XuBaHHs — ue no-

€AHaHHA BIHOCHOI LiHM Ta KINbKOCTI SKOroChb TOBapPY, WO HOro
dipmu abo okpemi ocobu bGaxanu 6 npupbart Ha pPUHKY.
8. HapmipHa npono3suuis cKnapaeTbecs ToRi, KOMM KinbKicTb TO-
Bapy, SIKY NOCTa4yanbHMK XOuYe NMOCTABMTH HAa PMHOK 3 PHHKO-
BOIO LHOK, MepeBuLLYE KiNbKiCTb, fKYy cnoxusaui 6axaroTb
npuabati. 9. B ymoBax BinbHOro puMHKY BiHOCHA LHA Ha TO-
Bap 6yne napatM Npu 3pOCTaHHI NPOMO3uuUil Ta NigHIMaTHCS
NpM 3pOCTaHHI NOMMTY.

Vill. Read and dramatize the following dialogue:

A.: | say, Fred, you promised to tell me everything about
markets.

B.: Yes, | do remember | promised to tell you.

A.: | am all ears.

B.: To begin with markets are as old as recorded civilization.

A.: if I've got you right, they existed in earlier times.

B.: 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.

B.: 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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: Sure. 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.

: 3 $hink that any particulay fransaction 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.

: 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.

: Thus, a market need not have a single physical focation 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.

: 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:

exc

hange 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:

Mo del: | am afraid that this firm will provide less quantity
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of the commodity to the market.
| am afraid lest this firm provide less quantity of
the commodity to the market.



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:

Mo del: 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.» 5. The producer
suggested: «Markets must adjust in predictable ways.» 6. The
producer suggests: «Changes in relative price must tend to eliminate
the excess supply or excess demand.»

Xil. Translate into English using Subjunctive i

1. Bupobtuku nobotosanmcs, Wwob UWiHM Ha ek B1g, TOBapY
He 3Hu3unuca. 2. HeobxigHo, wob puHKOBa LiHa BM3Ha4anacs
B3aemopjeto cyb’ekTis nonuTy Ta nponosuuji. 3. Baxnmeo, wob
BCTaHOBMNACA PUMHKOBA pisHoBara. 4. Bupobuuku 3anponoHysa-
nu, Wo6 onTosi Toprosui cnpocTian npouec 36yty. 5. Heob-
XigHO, W06 BUPOBHMKM BynM roTosi NOCTa4aTH Ha PUHOK TaKy
KiNbKICTb TOBApY, AKY CnoxuBaui rotosi apuabatu. 6. Barmmu-
80, W06 iHTepeck cnoxwmeadis 36iranuca 3 iHTepecamu nocra-
YarnbHuKis.

XIll. 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

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

transportation costs — TpaHcnopTHi BuTpaTHM

e.g. Transportation costs are low.

domestic market — BHyTpiWwtHiH puHOK

e.g. Domestic markets for goods and services are often
affected by either foreign supply or by foreign demand.

international market — mixxHapogHui 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 — BHMBE3€EHHA, eKcropT

e.g. Last year exports exceeded imports in value.

barter — minaTH, obMmiHroBaTH

e.g. According to the contract, they should barter wheat
for machinery.

coincident wants — notpebu, wo 36iratoTbca

e.g. Money solves the problem of coincident wants.

reciprocal wants —— B3aemni notrpebu

e.g. What phenomenon solves the problem of reciprocal
wants?

infernational transaction — mixHapogHa yroga

e.g. Money can be used in international transactions.

conversely — Haenaku

e.g. Conversely, domestic firms want to be paid with money
useful in the domestic economy.

foreign currency — iHo3emHa BanoTa

e.g. The person receiving payment in the foreign currency
will want to exchange it for a domestic currency.

domestic currency — naujoHanbHa santoTa

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 marke! — puHok iHo3emHOI BantoTH

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. What is the rate of exchange for one American dollar?

exchange rate — santoTHui Kypc

e.g. Exchange rate has recently raised.

foreign trade balance — 6ananc mixHapopHoi Toprieni

e.g. The difference between the value of imports and
exports is the foreign trade balance.

il. Give English equivalents of the following:

BTPYHATHCA B Yroam TPaHCNOpPTHI BUTPaTH
MIXKHAPOAHMM BMAWB HA BHYTPILLHIN notpebu, wo 3b6ira-
PHHOK 1oTbCs

CTMMYN IMNOPTYBATH Ta EKCNOPTYBATH  B3aemHi noTpebu
IMMOPTYBaTH Ta EKCNOPTYBATH TOBAPU  3MIHIOBATH BaNkOTHUI
6anaHc miHapopHoO! Toprisni Kypc

PMHOK iHO3€MHO! BankoTH

Hl. Fill in the blanks with appropriate words:

1. Domestic markets for goods and an incentive to import
services are often affected by either | direct barter
.orby ... a foreign exchange
2. If the world price of a commodity market
is below the domestic price, there | coincident or recipro-
will be ... the commodity. cal wants
3. Most international trade does not | foreign supply
occur through ... . international
4. Money once again solves the transactions
problem of ... . foreign demand

5. As long as money can be used in | deficit
... exporters and importers do not |the foreign trade

need to be the same individuals. balance

6. ... is a market where one kind of |[supply and demand
money is traded for a different kind
of money.

7.Changes in ... in these markets
change the rate at which one
currency will be exchanged for
another currency.

8. The difference between the value of
exports and imports is ... .

9. If the value of imports exceeds the
value of exports then trade balance
is ...
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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 for 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 will 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.

148



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:

. What are imports?

. What are exports?

. When will there be an incentive to import the commodity?
. When will there be an incentive to export the commodity?
. What role does money play in international transactions?

. What is a foreign exchange market?

. What is the foreign trade balance?

NON-UL D WN —

Vi. Define the terms:

transportation costs import
reciprocal wants rate
exchange rate barter
coincident wants incentive

VIl. Translate into English:

1. IMnopT — ue ToBapM, fKi BUPOBNAOTLCA IHO3EMHOLO
€KOHOMIKOIO, ane CnoXMBaroTbcsl ocobamu B mexax HawjoHanb-
HOI @KOHOMIKM. 2. SIKLLIO CBITOBA L{iHa TOBAPY HMXKYa 338 BHYTPILLHIO,
iCHYBaTUMeE CTMMYN iMMNOPTYBATH HOrO, KYNylouM B iIHO3@MHOro
BupobHuKka. 3. Mpowi 3HOBY-Taku supilytoTs Npobnemy notpeb,
WO € B3aEMHMMM abo 36iratoTbes. 4. CKNagHICTb BUHMKAE TOMY,
Wo iHO3eMHi cipmu xouyTb, WO6 M cnnadysanM rpowi, siKi
MOXYTb BMKOPMCTOBYBATHCSA B iXHiH ekoHomili. 5. Konu rpouwi,
O BMKOPMCTOBYIOTLCA Mif, Yac OBMiHY, BigpisHAtOTLCS Big rpo-
lWeH HauioHanbHOI eKOHOMIKM, ocoba, oAepIKaBlM Nnaty s
iHO3emHil BantoTi, 3axoue obmiHaTH i Ha HauioHanbHYy. 6. OTxe,
MDKHapOHa TOPriBNA CTBOPIOE PUHKM ANA Pi3HWUX BMAIB rPOLLEH.
7. 3MmiHM B NOMMTI Ta NPONO3MLi HA UMX PUHKAX 3MIHIOIOTb KYPC
ob6miHy opmiel BamoTh Ha iHWY. 8. PisHMus MK BapTicTIO ekc-
nopTy Ta iMNOPTY CTaHOBMTL HanaHc MiXHapoaHoI Topriemi.
9. Skuio BapTICTL IMMOPTY NEpPEeBULLYE BAPTICTbL €KCNOPTY, TOA)
6anaHc MiXKHapOAHOI TOPriBni € AEiLMTHUM.

VIil. Read and dramatize the following dialogue:

D.: Why do foreigners hold U.S. dollars?

M.: 1t 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.

: Would you explain some reasons for it?
: 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.

: 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.

: 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.

: 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?

.: 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.

: 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



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) will 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. If 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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XL Paraphrase the following sentences:

Mo del: It's apity he has no incentive to barter machinery
for wheat.
I 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.

XIl. Translate into English:

1. Ak6u ToBapu He BUPOBNANMCA HALIOHANBLHOIO eKOHOMI-
Koto, ix imnopTysanu 6. 2. Xotinocs 6, wob rpowi poss’sasa-
mm npobnemy s3aemuux notpeb. 3. Axbu caitosa uiHa ToBapy
6yna HMIKYOIO 33 BHYTPILLHIO UiHY, iCHYBaB 61 cTMMYN iMnop-
TyeaTh Horo. 4. fkbu Hawa ekoHomika 6yna BUCOKOPO3BHHE-
HOlO, HauioHanbHa BantoTa crana 6 Pi3HOBMAOM MiXKHAPOAHO!
BantoTH. 5. Akbu ceitoBa WiKa nipBULLMNACSH, Uue 3ymosuno 6
3POCTaHHA HawioHanbHOro BMpPobHULTBA.

XIlll. 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

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

aggregate income — cykynhui NpubyTok

e.g. The percentage of aggregate income received by
each fifth of the population is relatively constant through time.

family’s real income — peanbHuit NnpubyTok cim'i

e.g. Suppose, for example, that every family's real income
quadrupled in the next year.

median income — cepegnii 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 — odiuitina mexa bigHocTi

e.g. About 35 percent of those families headed by women
are below the official poverty line.

lack of mobility — HepocTaTHa mobBinbHicTs

e.g. Earnings differ because of the lack of mobility.

progressive taxation — nporpecusHe onNoAaTKyBaHHA

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 — nponopujitHe onogarkysaHHs

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 vepry

e.g. Transfers, in turn, may be either progressive or
regressive.

in-kind transfer — pgonomora Hatyporo

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.
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negative income tax — HerameHWi NpHBYTKOBMI «nopa-
Tok» (Bunnata 3 6roaKeTy ocobam 3 HU3bKMM piBHEM [OXOAY)

e.g. The rate at which the transfer benefits decline is the
negative income tax.

Il. Give English equivalents of the following:

6YTH 1033 EKOHOMIYHOIO CMCTEMOIO NiABMLLLYBaTH 3apobiTok
3abe3neyeHHs TOBapamu Ta NOCNY-  CTBOPIOBATH CTUMYT A0 Npa-

ramm uj
NiOBULLLEHHS MaTepiansHoro nob- posnoain eKoHomiuHux 6nar
pobyty peansHui cimelituin npuby-
rocTpa, HesigknagHa npobnema Ha- TOK
LWIOT ernoxu HepiBHICTb Yy po3noaini npu-
6yTn nosa odiLiHoO Mexeto Bia- 6yTkis
HOCTI

M. 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 i,

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 it 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 ll.

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?

. What can you say about the poorest recipient?

o h W N

~N

VI. Define the terms:

median income proportional taxation
welfare programme cash transfer

official poverty line lack of mobility
poverty network of transfers

VI Translate into English:

1. HepisHicTb y noxopax maie Taka cama, sKOK BOHa
6yna sippas3y nicna gpyrot ceitosoi BiHM. 2. Y MpaHuii Ta
AmepHui, BUSBASETBCS, ICHYE Hanbinbla HepPIBHICTb y po3nogi-
ni np1ByTKiB NopiBHAHO 3 iHWMMMK KpaiHamu. 3. CrabinbHicTb
B OfEPXaHHi MEeBHOro BIACOTKA CYKYNHOro NpubyTKy KOX-
HOO N'ATOKO HYACTMHOIO HACENEHHA € OQHUM i3 BPAXaroumMx HaK-
TiB amepuKaHCbKoi ekoHOoMikM. 4. OnopgartkyeaHHs nponop-
UjrHe, aKWo ocobu 3 B6inbl BUCOKKMM NPHMBYTKOM cnnauytoTs y
BUrNAQi NOAATKIB TaKy camy YacTky npubyTkie, sk ocobu 3
meHwmmmn npubytkamu. 5. Ons 6igHux kpawe opepxysaty
BOMOMOry rpillMM, Hix ToBapamu. 6. [lasaiite rpowi Ta-
KMM YMHOM, tWO6 TOM, XTO OAEPIKYE, 3aBXKAW MAaB CTUMYN
npautoBaTH.
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Viii. Read and dramatize the following dialogue:

Tell me please, why do we know much less about the
distribution of wealth than we do about the distribution
of income?

: 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.

: 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.

: What is the situation in the U.S. economy concerning the

effects of sex discrimination?

.: On average, working women earn only $ 0.70 for every

$ 1.00 earned by working men. What accounts for this
difference?

: 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.

: 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.

: 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.

: 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.

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:

Model: A family is not in 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 o obtain a job, so many families live below the
official poverty line.

Xl. 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. Sk6u He Bpakysano mobinbHOCTI, AOXOAM Pi3HUX ocib
He BigpisHanucs 6. 2. Ak6u npubyTkM posnopinanucs cnpasgi
PIBHOMIPHO, 4K 6yB 61 TOAI CEHC rOBOPUTH NPO SIKYCb rpyny
NpaLiBHUKIB AIK TaKy, WO »uee B BigHocTi. 3. Sk6u BOHW »unu
Ta npautosanv B 6inblu PO3BMHEHIN KpaiHi, BOHW Manu 6 Buwy
npubyTku. 4. Sk6u He Byno pMCKPMMIHAL 33 CTaTTIO, MKiHKK
oTpumysanm 6 Taky camy 3apobiTHy nnaty, sK i HONoBiKM,
BMKOHYIO4M OfiHaKoBy poborTy.

XIil. 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 nponosuujs

e.g. We begin our analysis of macroeconomic fluctuations
by examining the determinants of potential real output and
aggregate supply.

potential real output — noTteHuiliHe peansHe BUPOGHULTBO

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 — nosHoro Mipoto BuKO-
PMCTOBYBaTH TPYAOBI PECYpCH

e.g. Labor resources are fully employed when there is an
equilibrium in each labor market.

the real wage — peanbHa 3apobitHa nnara

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 — 6e3pobirtTs

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 — peantHe 6e3pobiTTa

e.g. Another part of unemployment is true unemploy-
ment — there are no job openings corresponding to those
who are without work.

cycle unemployment — uukniuHe 6e3pobirtsa

e.g. The lack of jobs is a consequence of the business
cycle unemployment.

structural unemployment — ctpyktypHe 6e3pobirTs

e.g. The lack of jobs may also correspond to a problem
with skills and training (structural unemployment).
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frictional unemployment — cpuruiiHe 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, BupobHULTBA

e.g. 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.

Il. Give English equivalents of the following:

CYNPOBOAKYBATHCA 3HMMEHHAM LIiH  PiBHOBAra Ha puHKY npavyj

Ta HOMIHanNbHO! NNaTH BiANOBIgHAa BaKaHCis
MOBHOIO MIPOIO BUKOPMCTOBYBATH BUMPO6HUMUA NOTYKHICTL
TPYROBI pecypcH cnapg supobHULTBA

3aibHOCTI, WO BIANOBIAAIOTL NEBHIM  WyKaTH poboTty
pobori
NoTeHUiiHe peanbHe BUPOBHULTBO

ll. Fill in the blanks with appropriate words:

1. If these productive ... are fully and underestimate
efficiently employed, there is 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.

V. 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. If
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 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, as in any market, occurs
when the amount willingly supplied is equal to the amount
wilingly 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 will
eventually begin to decline. As they do, real wages will 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.Is it 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?

VL. Define the terms:

real wage structural unemployment
recession frictional unemployment
true unemployment nominal wage

cyclical unemployment aggregate supply

Vil. Translate into English:

1. fkuwo peanbHa 3apobiTHa nNnarta 3pocTae, TO KinbKiCTb
nofer, Baxaroumx NpautoBaT, TaKoX 3pocTae. 2. byap-aka
piBHOBara Ha PHMHKY nNpauj BiAMNOBifAaTUME NOBHIM 3aMHATOCTI.
3. MNMopaTkoBa NONITMKA, IKA MAE BNMMB Ha PMHOK NpPaLi, Brnu-
BaTMME TAKOJK Ha NoTeHuiiHe peanbHe BupobuuyTteo. 4. Konm
pvHOK Mpaui nepebysae y cTaHi pisHoBarM, TOAj peanbHe Bu-
pobHHUTBO Ta NoTeHuiiHe peanbHe BUPOBHUUTBO 36iratoTbes.
5. Mpu 6e3pobitTi peansHe BUPOGHULTBO Byae MEHLWMM, HiX
noteHuiiHe peansHe BupobHuyTBo. 6. Cnag BMPObHMLTBAE CY-
NPOBOAMKYETLCS 3HMIKEHHAM HOMIHaNbHOI 3apobiTHOI mnatw.
7. NoteHujiHe peanbHe BUPOBHULTBO BU3HAYAETLCA PeanbHu-
MM EKOHOMIYHMMM peCYpPCamM.

V. 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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: Why should nominal wages be sticky?
: One answer is that nominal wages might be sticky because

firms and indiviluals 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.

: Why would firms and individuals have different expec-

tations?

: 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.

: 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?

: 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 relative-price changes that occur in response to changes
in market supply and market demand.

: 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.

: 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.

: 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.

: You're welcome.

163



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

equilibrium in the labor market fo 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 el: Thisis 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:

Model: Are they discussing equilibrium in the labor
market?
They seem 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 ..

XI. Translate into English:

1. Bonu xoTinu, wob im poknagHo posnosink npo npobne-
mu 6e3pobitTa B 3axifgHMx kpaiHax. 2. Lle uikase nuranHs, ske
cnip, obrosoputi Ha 36opax. 3. BiH neplwmm oTpumas 3apobitHy
nnaty y sipaini. 4. BiH noacHuTe Bam, fK NOBHOIO MIPOIO BMKO-
pucTat Tpynosi pecypcu. 5. Bonu xorinu, 106 im noschunm
PISHMLIO MK peanbHOI Ta HOMIHanNbHOIK 3apobitHolo nna-
Tol0.
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Xlll. Communicative situations:

1. Economists 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 — cyKkynHui nonmt

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 Bukopm-
cToByBaTt BUpoGHuUi pecypch

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 — ingueigyanbHe cnoxmBanHs

e.g. Individual consumption is directly influenced by
individual income.

to save income — Hakormuysati npubyTok

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 it.

to smooth consumption — supisHIOBaTH CNOXKMBAHHS

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 crnoxmeaHHs
YAPOROBXK MUTTA
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e.g. In part, current consumption will 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 — 3aouapyKeHHs

e.g. Saving allows people to transfer consumption from
the present to the future.

investment — iHsecTmuji

e.g. If desired investment exceeds desired saving, firms
will find that their inventories are lower than they want them
to be.

inventories — o6opoTHi dorau; (ToBapHO-)maTepianbHi
3anacu

e.g. if desired aggregate saving exceeds desired aggregate
investment, firms will accumulate unwanted inventories.

adjustment — perynioBaHHs

e.g. Many different kinds of adjustment might occur. Prices
may change. Interest rates may change.

fiscal policy (activities) — chickanbHa nonitika (gisnbHicTs);
hiHaHCOBO-BloAYKEeTHA NONITHKA

e.g. Government spending, taxes, and subsidies are the
fiscal activities of government.

marginal propensity to consume — rpaHW4Ha CXMMbHICTb
0O CROXMBAHHA

e.g. Economists define the marginal propensity to consume
(MPC) as the change in consumption per dollar change in
income.

capital stock — ocHoBHMit KaniTan

to offset depreciation — KomneHcyBaTH 3HeLiHERHS

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:

chiHaHcoBO-blopKeTHa Hamipu 3aujikasneHnx dipm abo
AIANbHICTE Ypagy oci6
BMXOAMTH Ha NEHCito PEXHMM CNOXKMBAHHA YNPOROBK
3MIHIOBATHUCS MICALLb 3@ MICA-  XWTTS
uem BMPIBHIOBATH CMOXMBaHHSA
No6I4HO BNNMBATK HA CYKYN- TPAHWMUYHA CXMMbHICTb A0 CNOXK-
HUI nonuT BaHHA
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HI. 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 live. 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 the following questions:

—

. 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?

. What is referred to as fiscal policy?

. What can individuals do with their income?

. Why may aggregate consumption differ from aggregate
real output?

7. What can you say about government expenditures?

o b

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. Dipmm BUPOBNAIOTL TOBAPH, TOMY LLO CroXusayi 6axa-
tOTb KynnTh ix. 2. HaKONMYeHHs CnpMAtoTh CTBOPEHHIO Kanitany
Ta EKOHOMIYHOMY 3POCTaHHIO. 3. [lep)KasHi BUAaTKM, NOAATKH
Ta cybempii — ue hiHaHcOBO-6lopKeTHA AIANLHICTL YPSAY.
4. CyKynHui A NONMT 3HMXKYETLCR, KOMM 3POCTalOTb NOAATKM, |
3pOCTAE, KOMM NOAATKM 3MEHWYIOTLCA. 5. Y CyH4acHii PUHKOBIH
€KOHOMIUi 3MiHM B CYKYNHOMY BMMNYCKY CMOCTEpiraroTbcs Hac-
Tile, HXK 3MiHM B 3aranbHomy piBHi uiH. 6. Jllogu MoXyTb
BuTpauaTth abo zaowapKysath csid npubyTok. 7. Po3s’asaHna
TaKMX NHUTaHb, K AEPXaBHi BURATKM, NOAATKKM Ta cybcuaii Hane-
WHTb 0O chepH hiHaHCOBO-BIOAIKETHOI NONITUKAN.

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.: We'll 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, | 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 mad: 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 youp 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 info one using the
Obijective Infinitive Complex:

Mo del: 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 expect that firms produce goods of high
quality.
We expect firms fo 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.

XIl. Translate into English:

1. Ham pyxe xotinocs 6, wob cnoxxumsaui i3 3a,0BONEH-
HAM KynyBanu Hawi ToBapu. 2. Mu BBAXKAEMO, WO B HEl fOC-
TaTHiM BNacHMM [OCBID, ¥ LM cdepi BUpobHuuTea | BOHa MoXKe
po3nou4aTy cBOlO cnpasy. 3. S cnogiBarocs, WO TH HaBYMLLCA
HaKonMuysaTH CBOI NPUBYTKU. 4. 5l 3HaO, ULO CYKYNHUI NONMT
3HMMYETbCS, KOMKM 3POCTaloTh NOJATKU. 5. batbku cnopgisaroTecs,
WO BiH CTaHE rapHUMm NiQNPUEMLEM | MaTMMe BRacHuii Biskec.

X1ll. 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 — nonirtika crabinisaujii ekoHoMmiuHOI
KOH'IOHKTYpPH

e.g. It 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; rHyukicTs

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 — rpowoso-kpeg1THa nonituka

e.g. A stimulative monetary policy requires an increase in
the money supply.

automatic stabilizer — asTomatunmi cTabinisatop 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 — ypsaposi TpaHcchepTHi
BUMNaTH

e.g. Since more people are becoming unemployed during
arecession, government transfer payments increase.

predictability — moxnusicts nporHosysanHs

e.g. Predictability is important in efficiently organizing
economic activity and the inconsistency of expectations creates
a less predictable economic environment.

I. Give English equivalents of the following:

BifHOCHa ePEKTHBHICTb CTaBKa BIACOTKA
hiHaHcOBO-6lOpKETHOI Ta [OBrocTPOKOBa MonitTMka
rPOLWOBO-KPEANTHOI NOMITUKM  MONKAMBICTb NPOrHO3YBaHHA

TMMYACOBI 3MiHM B fOX0A[aX €KOHOMIYHE cepeposuLle

YPAOoBi TpaHchepTHI BUNNATH  CTUMYRSILiMHI 3aXxoaK

cnag, eupobHuyTea nofaTKoBa NONiTMKa
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lil. 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 a boom

demand and money ... . temporary
2. The response of the demand for mo- demand

ney fo 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 o 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, rules-directed
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 tax 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 is 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?

. What is an important reason for rule-governed policy?

o b h wiN
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VI. Define the following terms:

recession ‘ monetary and fiscal policies
automatic stabilizer predictability

interest rate to create a predictable economic
temporary tax cut environment

VI Translate into English:

1. TMMHacoBi 3MiHM B NONATKOBIM MONITMLI HE BNITMBaKOTb HA
piBeHb cnomwusanHa. 2. Y 1964 p. KoHrpec 3H13uB nopaTtku Ha
18 %, Lo 3yMOBMMO MiABMLLEHHN PIBHA CNIOXMBaHHS. 3. Bucokun
piseHb nopaTkie asTomaTtuuHo crtabinisye ekoHomiky. 4. 3a
chiHancosumit 1980 pik 30BHiWHIM HauioHanbHi 6opr CLUA cravo-
BB $121 minbapg. 5. Ypan CLUA sunnatme $12 minsapgie 3a
BifcoTKamu. 6. Ypag NoOBMHEH KepPYyBaTH MPOLLOBO-KPEIMTHOIO Ta
hiHaHcoBO-6rogKeTHOO nornithkoto. 7. EkoHomicTi HeogHocTalHI
wopo crabinbHocTi cykynHoro nonmuty. 8. TpaHcdepTHi BMNNaTM
ypsay aBToMatuuHo 36inbwytoTbCs Mif, Yac cnafy BMpoOBHULTBA i
3MEHLLYIOTLCA B MEepiof, eKOHOMIUHOI cTabinbHOCTI.
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Vili. 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.

.z 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 economiists 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-
biization policies.

: And what can you say to summarize our discussion?
: Despite these disagreements there is an agreement that

optimal stabilization policy tends to stabilize nominal GNP.



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 expectations of individual
consumers and firms. 5. It is said that unemployment will persist.

XI. Change the sentences according to the model:

Model: 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.

Xl Translate into English:

1. KaxyTs, wo ekcnepuuis 3ibpana aysxe uikasui matepian
npo NPUPOAHI pecypcu uboro paioHy. 2. Beaxalotb, Wo eko-
HOMICTH AIMLUINK 3rofM Wofo eheKTUBHOCTI rPOUIOBO-KPeamT-
Hoi nonitukk. 3. Sk NOBIGOMNAOTb, NOAATKM 3pOcTyTb. 4. Sk
BIlOMO, MOMIMBICTE NMPOrHO3YBaHHA € QY)KE BAXKNMBOIO ANS
opraHisauii ekOHOMIHHOI gisnbHocTi. 5. 3paeTbes, aepani binblwe
ntogen LiKaBnsaTbCs @KOHOMIMHMMM NuTaHHaMHK. 6. CTanocs Tak,
LLO TMMYACOBI 3MiHM B OMOAATKYBaHHI BAMMHYNM Ha NpubyToK.

Xiil. 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 — kasHauelicoki obnirauii

e.g. Treasury bonds: Promissory notes (IOUs — | owe
you) issued by the U.S. Treasury.

national debt — pepikasnuit 6opr

e.g. National debt: Accumulated debt of the government.

liability — signosipansHicts, 3aboprosanicts, Hopr; nacus

e.qg. Liability: An obligation to make future payment; debt.
But those same bonds are an asset to the people who hold
them.

asset — aktue

e.g. Asset is anything having exchange value in the market
place; wealth.

internal debt — BHyTpiwHiM Gopr

e.g. All of the debt held by U.S. households, institutions,
and government entities is referred to as internal debt.

external debt — sosHiwHin Gopr

e.g. All of the bonds held by foreign households and
institutions is referred to as external debt.

refinancing — pecdpinaHcyBaHHs, popaTKoBe iHaHCYBaHHS

e.g. Refinancing: The issuance of new debt is payment of
debt issued earlier.

deficit ceiling — makcumanshuii posmip gediumty

e.g. Deficit ceilings are explicit limitations on the size of
the annual budget deficit.

budget deficit — pediuut Gropkery

e.g. The amount by which government expenditures exceed
government revenues in a given time period. Is referred to as
budjet deficit.

debt ceiling — makcumanshuit posmip 6opry

e.g. An explicit, legislated limit on the amount of outs-
tanding national debt is a debt ceiling.

ll. Give English equivalents of the following:

MaKCHManbHWI PO3MIP AediumTy MaKcHmanbHui po3mip 6opry

no3uyaTy rpoLui pediHaHcyBaHHs
30BHiWHIM 6opr KasHauencbKi obnirauii
BHYTPILLHIM Bopr 3meHwenHs 6opry
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IIL. Fill in 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

debt is ... . to eliminate
3. The national debt represents not only a liabi- | bonds

lity but an ... . 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 ll, 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.

12 % 179



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 outfput.

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 deb#?

N bhWwWwNn —

VI. Define the terms:

budget deficit internal debt
Treasury bonds external debt
national debt refinancing
liability deficit ceiling
asset debt ceiling

V. Translate into English:

1. Kynytouun kasHauencbKi obnirauii, nfogu nosu4aoTs rpowwi
ypsposi. 2. MNpesupeHTt MpanHknid PyssensT obiyse 36anaHcy-
BaTH (pefepanbHuil GlogKeT, ane He 3Mir 3yNMHWUTU 3POCTaHHS
Aediunty bropmxery. 3. Y nepiop 3 1790 po 1917 poky pep-
wasHui 6opr CLUA nepesuilyBas Banosuii HaLiOHaNbHUIA Npo-
LYKT N1iLe 8 POKM rPOMapaHCbKoI BiMHW. 4. Opgrak nicna 1917 po-
Ky po3mip pediuunty pisko 3pic. 5. Ypsag CLLIA sonogje 1/3
ycix Ka3sHauencbkux obnirauii. 6. Ha npueatHui cekTop npuna-
RAaE MmalKe NonosuHa gepxasHoro 6opry. 7. lHo3emHi No3uku
NiABULLYIOTL PiBEHb CMOMMBAHHS, IHBECTHUM | (DiHAHCYBAHHS.
8. Cnonyueni LLtat AMepuk1 BUKOPHCTOBYIOTb NO3MKW AfSA
dhiHaHCYBaHHA YpAAOBMX BMTPAT.

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.

B.: How much of a «<burden» does the debt really represent?
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A.: It is not so evident. None of the debt has been repaid
since you were born. The federal government has borrowed
more money each year to finance deficits, adding to accu-
mulated debt.

B.: | see, the federal government has simply borrowed new
funds to pay debts off, but every debt requires debt-
servicing.

A.: Yes, with $3 ftrillion 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.

B.: Who gets the interest payments?

A.: As noted, most of the nation’s outstanding debt is internal —
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.

B.: It seems to me that in many cases the taxpayer and
bondholder are the same person.

A.: 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.

B.: 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:

Model 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.

XI. Translate into English using Participle I, Parficiple Il where
it is necessary:

1. Pobora, siKy BiH po3nouas, gyxe saxnuea. 2. CrypeHTtn
Apocnyxanu Kinbka nexuii npo aepasHuin 6opr, aki npoyuTas
BigoMMIH npodpecop. 3. SIKk 3BYyTb BONOBIAAYA, AKWMIH PO3NOBI-
pae 3apa3s npo 3aboprosaticTb? 4. [MpeacTasHUKM IHO3EMHMX
dipM cuainu B KoHdpepeHu-3ani i 0brosoproBanu NMUTaHHS
pecpiHaHcyBaHHs 06 ekTiB. 5. BaHku Ta cTpaxosi komnanii cky-
nosysanu obnirawyi, BUNyLLEHI Ka3HAa4YeNCTBOM KpaiHu. 6. PiueHHs
wono sosHiwWHbOro 6opry, sake 6yno yxesaneHe Ha KoHdepeHLii,
3MiHMNO Nopanbily NOMNITHKY Kpaiku.

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

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

stock market — puHok kanitany; conpoBa bipxa

bond market — puHok obnirauii; pUHOK BOBFrOCTPOKOBO-
ro Kanirany

e.g. Three major financial markets are the stock market, the
bond market and the futures market.

bond — ob6nirauis, 6oprose 30608'a3aHHs

e.g. A certificate acknowledging a debt and the amount of
interest to be paid each year until repayment.

futures market — ¢’rouepcHuit pUHOK

e.g. The earliest futures markets were organized to facilitate
trading of farm products like wheat and corn.

financial intermediary — cpinaHcoBuit NnocepepHuK

e.g. Financial intermediary: Institution (e.g. bank, stock
market) that makes savings available to dissavers (e.g. investors).

exchange — o6miH; 6ipxa; iHO3emHa BanoTa

e.g. There are 115 exchanges operating in the 26 countries
listed here: Australia, Brazil, Canada, France, India, Japan and
many others.

corporation — kopnopauisi, aKuioHepHe 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 — axujoHepHui Kanitan

e.g. Corporate stock represents shares of ownership in a
corporation.

shareholder — akujoHep

e.g. Shareholders are part owners of the corporation.

dividend — pusinenp,

e.g. Dividend is an amount of corporate profits paid out
to each share of stock.

capitfal gain — npubyTok Big npupocTy Kanitany

e.g. An increase in the market value of an asset is capital
gain.

yield — npubyTok 3 uiHH1X Nanepis

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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Il. Give English equivalents of the following:

dhiHaHcOBMM NocepesHuK NO3MYaTH rpoLLi
doHgoBa 6ipxKa aKLiOHepHWH Kanitan
A,.aBaTH MO3MKY 6yTh nowmpeHum
6oprose 30608'a3anHHs PHHOK aKL,in

&' touepcHi puHKK KOHTPONIOBaTH KOMMNaHito

LLOPIYHI BUNNaTH 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 intermediarie
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
and sell ... .

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 channe!l savings into
investment. Although most people immediately think of Wali
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
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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 («lOUs» —
| 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?

VONO L AWN

V1. 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 komnanis «Yonr [lucHel» novana neperso-
ptosati 5000 akpis 3emni nobnusy Mapwka, wo 6yna nig, uyk-
poBum BypsiKOM, Ha BenuuesHuit napk signoumHky (park and
resort). 2. [ina toro wo6 onnaruti HyaiBHKLTBO HOBOTO Nap-
Ky, KOMNaHia morna 6 BUKOPUCTaTH BRacHi hoHay, nosuky abo
BMNYCTUTU HOBMM NakeT akuid. 3. KomnaHia Bukopmcrana BCi
TP mexaHizmu iHaHCyBaHHA. 4. 3acHyBaHHa hoHpoBOI Bipki
B Hbto-Mopky sinbynocs 8 cepeauni XVIIl cronitta, Konm mak-
nepy, NPoAasLi Ta NOKynui novanu 36upatncs B Kae'APHAX Ha
Yonn-ctpur. 5. Toprysanu nepesaskHo 3epHom i pabammu.
Hanpukinui XVIIl ctonitta Toprienio 6yno 3sepgeHo go one-
pauir 3 ypanosumun obnirauiamu. 6. Anekc MaminbtoH 36araris
Ha npuabaHHi Toa Wwe peweenx obnirauii i cras HanbaraTwowo
nopuHoto. 7. Y BepesHi 1792 poky 24 maknepu 3 cemu Pipm
obpanu npasniHHA | 3MiHunK Hasey Gipxi. Kae'spHa [xoHa-
TaHa crana doHaosoto biprkero. Maknepu BCTaHOBMNM npa-
BunNa Toprieni, po3mip KomiciiHux. Y 6epesti 1830 poky 3a
opuH aetHb 6yno npoaaro 31 akuito. [Ana nopieHAHHA: cbOrofHi
Ha oHAoBIM Bipxi woaHa npopaeTbes Binbtwe Hix 200 mine-
MOHIB aKLLiM.
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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.

: Tknow 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.

.. I 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.: I 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 into simple
ones using the Objective Participle Crmplex:

Model: | saw them as they were working at the stock
market.
| 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.

XI. Paraphrase the following using the Objective Participle
Complex:

Mo del: 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.

XIlL Translate into English:

1. Mu cnoctepiranu, aK cTyaeHTM cnyxanu ReKUilo npo
iHaHcoBi puHKK. 2. CTyAEHTH CriyXanM, fiK FIEKTOP NOACHIOBAB
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dyHKuUl piHaHcoBOro nocepeaHrka. 3. AKuioHepH cnyxanu, aK
KEPIBHWKM NiANPUEMCTBA OBrosoOpPIOBanK MOMNMBOCTI BUMYCKY
HOBUX aKuii. 4. Meni Bunnarunu ausigeHgu. 5. Bam Hapanu
ctapToBui kanitan? 6. PobitHMkam npopaanu akuil nignpremcTaa.

XHI. Communicative situations:

-

. Discuss the formation of any corporation.

2.lmagine 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

l. 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 — santoTHUI KypC

e.g. An exchange rate is simply the price of one currency
in terms of another.

demand for foreign exchange — nonut Ha iHO3eMmHy Ba-
noty

supply of foreign exchange — npono3uuin iHosemHoi sa-
ot

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 — nigBuLLEHHA BaNIOTHOrO Kyp-
Cy, pesarnbBauis BantoTH

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 iHo3emHoi BantoTH
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e.g. Places where foreign currencies are bought and sold
are foreign-exchange markets.

gold standard — sonotui crangapt

e.g. Under a gold standard each country determines that
its currency is worth so much gold.

balance-of-payments deficit — pecdiunt nnarixkHoro 6a-
naHcy

e.g. A balance-of-payment deficit is an excess demand for
foreign currency at current exchange rates.

balance-of-payments surplus — akTvBHe canbao nnaviKHOro
6anaHcy

e.g. Balance-of-payments surplus is an excess demand for
domestic currency at current exchange rates.

gold reserve — 3onotuif 3anac

e.g. Stocks of gold held by a government to purchase
foreign exchange are gold reserves.

flexible exchange rate — rHyu4kui BanoTHUM 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 3abesne-
YEHHI PUHKY TOBapamu

relative interest — rate changes — BigHOCHI KonvBaHHs
BIf,COTKOBOI CTAaBKM 33 BKNaAoOM

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 BantoTa MOMMT Ha IHO3EeMHY BankoTy
BapPTICTb BANIOTH HaAMIPHHIM NONUT Ha IHO3EMHY BanoTy
NigBULLEHHA BanMOTHO-  AediuMT nnatixxHoro 6anaHcy

ro Kypcy NIKBiAYBAaTH KONMBaHHA BaNtOTHOIO

FHYHKHI BanNtOTHWIM KYPC Kypcy

Il. Fill in the blanks with appropriate words:

1. Depreciation of currency refers to the fact |narrowing

that one currency has become ... in foreign currency
terms of another one. fix
2. Appreciation is ... in value of one curren- |an increase
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.

V. 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.
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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 0.0823 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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V1. 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

VIl. Translate into English:

1. Ak6u AnoHis BIKMNA 3aXOAIB A0 CTUMYNIOBAHHS BHY TPILLHLOI
E€KOHOMIKH, TO CMOXMBa4Yi BUTpadanu 6 meHwe rpowen Ha
iMNopT, Kopnopauii Bknaganu 6 KaniTan B ANOHCLKI Nignpu-
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€MCTBA, @ He B aMEepPHKaHCbKi. 2. 3MeHWeHHa nomuty Ha 1 go-
Nap MPMCKOPHTL NafiHHS HOro KYpCy NOPIBHAHO 3 SINOHCHKOKO
€Holo. 3. 5K pe3ynbTaT UiHM Ha aMepPUKaHCLKI TOBapH B SNOHII
NafaoTh, a UiHW Ha AMOHCBKI TOBApH B AMepuLi 3pocCTaloTb.
4. BanioTH1H KypC — L@ rONoBHUIH MEXaHi3M nepepaxyHKy Bap-
TOCTi OfHI€l HALIOHANLHOI BaMOTH BIGHOCHO iHWOI. 5. BanroTHui
kypc $1 = DM1,6 o3Hauae, wo 1 ponap kowrtye 1,6 HimeubKHx
M3POK | HOTO MOXHA KYNWTH Ha PMHKY IHO3EMHGI BanioTH 3a
Takoto uiHoto. 6. Y 1987 poui Cnonyueri LUiratn Amepun pa-
30M i3 FONOBHMMH TOPTOBUMM NAPTHEPAMMU BUTPATHIM BAU3BKO
$100 minsioHie, o6 3anobirtm napiHHo ponapa. 7. MNporarom
yCbOro uporo nepioay sinbysaloTbcs NOCTIMHI AMCKYCH WORO
«CNpPaBXHboi» BApTOCTi f0NaPa i LWOAO TOro, AKa KpaiHa mae
B)XKMBATH 3axopie AN 3abesneueHHn Liel BapTocTi. 8. 3miHn y
KypCi BanioT He 3asan € 6axmanum ssuutem. BupobHukm Tosapis
Ha eKcnopTt He xoTinu 6, wWob BaprTicTb BanoTHM 3pocTana
(ninenuieHHs BapTocTi); iMnoprepam i Typuctam He nogobae-
TbCS, KONY BAPTICTb BAmNOTH 3HMIKYETLCA (NagiHHA 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:

Model: 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. flkuio Kypc BantoTH OgHIET KPaiHM 3HU3MTLCS, KYpPC Banto-
TM iHWOT Kpaitu 3pocTte. 2. OcKinbku 6yNno cKNagHo BU3HAYMTH
BanNtOTHWUIM KYPC, MM BUPILIMAM peTenbHille NpoaHaniaysaTH
cutyauito. 3. Konu sce 6yno supitieHo, y4acH1KU KoHdepeHLii
3anmwmMnK 3an 3acigavb. 4. Yepes te wo tenegoH 6ys He-
CNpaBHUM, s HE MIr 3atenecdoHyBaTH BaMm.

Xlll. Communicative situations:

1. Speak about gold-exchange standard.
2. Speak about the sources that influence exchange rates.

Lesson 31

INTERNATIONAL TRADE

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

trade deficit — pediuur ToprosenpHoro 6anaHcy

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 — akrtusHe canbpo 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 npogykuii

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 againsi
trading particular goods.
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tariff — rapuc

e.g. One of the most popular and visible restrictions on
trade is the tariff, a special tax imposed on imported goods.

quota — keora

e.g. A country can impose quotas, restrictions on the
quantity of a particular good that may be imported.

trade-adjustment assistance — komneHcauis BTpaT Big, MidkHa-
poAHoI Toprisni

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 Toprieni-oKpeMumu 3a NeBHUi nepioa

TOBapammn aKTMBHE Canbfo TOproserb-
OBMeEMEHHSA Ha KINbKICTb iIMNOPTO-  Horo 6anaxcy

BaHMX 44 EKCMOPTOBAHMX TOBAPIB NOAATOK Ha imMnopT
obMmerKyBaTM MDKHApOAHY TOp-  3a3HaTh 36UTKiB

risnto

3MIHIOBaTH HOMEHKNATYPY MPOAYKU

il Fill in 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.

Y. 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?

. 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 BigcyTHOCTI 30BHILLHBOI TOPriBNI LjiHM Ha BHY TPILLHEOMY
PUHKY 3aneXaTuMmyTb Bif, NONMTY Ta NPONO3MUIi B MeXax Kpai-
HU. 2. Tapucbu 3yMOBNIOIOTb NiABULLEHHS LLiH Ha BHY TPILUHBOMY
PUHKY Ta 3MEHLUEHHS KiNbKOCTI NpopaHux Tosapis. 3. Keotu
OBMeXYIOTb IMMNOPT, HAKAaloOUM MOXKIIMBICTD BITHMIHAHMM BH-
pobHMKaM NiABMILYBATH PHHKOBI LWiHW. 4. 3rigHo i3 cTaTMCTHY-
HumKM panmmmn, B 1989 poui obcsr imnopty CLLA nepesuwy-
BaB excnopT. 5. ¥ 1989 poui gediumnt ToprosensHoro 6anax-
cy CLUA craHosus $ 113 minbiioHis. 6. Mpote B Linomy exc-
nopt cnoxusunx tosapis CLLIA cranoeue 6,7 sigcoTKa Bif, Ba-
NMOBOro HauioHaNbHOro NPoAyKTy. 7. 3rifHo 3 MidKHapogHoto
npakTukoto sanexuicte CLLIA Bif imnopTty Hesucoka. 8. Ekc-
nopt MPH, Hanpuknap, ctanosuTb 37 BIQCOTKIB Bif, 3aranbHoOro
Banoeoro NpoAykTy, a TaieaHe ekcnopTye 50 sigcorTkis.
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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 year.
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?

.: | can conclude, that consumption possibilities are the

alternative combinations of goods and services that a

country can consume in a given time period.

.z 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
to raise import prices to be competitive

X. Change these sentences according fo the models:

Model 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)

Model B: 1don'tlike it when you miss lectures.
| 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.

Model 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 aprymenti Bapto posrnsHyTH. 2. Llo craTTio BapTo
obroesoputi. 3. MpunuuHite posmonati, 6yae nacka. 4. MNoun-
HaliTe uMTa™. 5. MK He 3anepeuyemo, WO6 BU NpHEaHanKCS
80 Hac. 6. 51 He obpaxatocs, KON MEHe KPUTUKYIOTb, AKLLO
Le cnpasenueo.

Xil. 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 po3suBacTbca

e.g. Most less developed countries (LDCs) are characterized
by both low GNP per capita and slow income growth.

productivity — npopyktmeHicT

e.g. Output per unit of input; output per labor hour is a
productivity.

subsistence level — npoxuTkosui piserb

e.g. Most of the population in Haiti lives at the subsistence
level.

hard currency — TBeppa koHBepTOBaHa BantoTa

e.g. Governments need «hard» currencies to buy new
capital and other imported resources.

debt servicing — o6cnyrosysaHnHa 6opry, KanitanbHoOi cymu
6opry abo sincoTtkis

e.g. The interest required to be paid each year on out-
standing debt is a debt servicing.

market shortage — HepocraTHa puHKOBa Npono3uuis

e.g. The amount by which the quantity demanded exceeds
the quantity supplied at a given price; excess demand.

infrastructure — iHdpacTpyKTypa

e.g. Infrastructure consists of the physical and institutional
features that facilitate economic activity.

World Bank — Csirosmii 6ark

e.g. The most prominent lending agency is the World
Bank.

ll. Give English equivalents of the following:

Csitosunt Bank KpaiHM, WO po3BUBalOTLCS
3af,0BONbHATH NOTPEOH MIOANHM  BUCOKMHM pPiBeHb HAPOAXKYBa-
WBKAKE 3POCTAHHA YMCENbHOCTI HoCTi

HaceneHHs iHO3eMHi iHBecThull
HecTaua kBanicpikosaHoi pobouoi cepepgHiii npubyTok

cunu iHO3eMHa gonomora
NO3MKK
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Il Fill in the blanks with appropriate words:

1. It is difficult fo 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-
fure.
. Most LDCs prefer to use ... .
. All LDCs could benefit from ...

0 ~N

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 shorfage 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?

LVih WN —
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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 into English:

1. barato MiXXHapOAHMX KPEAMTHUX YCTAHOB HapaloTb
hiHaHCOBY ponomory KpaiHam TpeTboro csity. 2. Husbki npu-
6YTKM Ta NOBINbHWI EKOHOMIYHMH PO3BUTOK € XapPaKTEPHHMM
pucammu KpaiH TpeTtboro csity. 3. HaceneHnxa Garatmx Kpai
3pocCTaE Ayxe nosinbHo. 4. Y 6igHux KpaiHax uMcenbHICTL Hace-
NEHHA 3POCTAE AYy)XKE WBMAKO, WO CMNOBINbHIOE NIABULLEHHS
pobpobyTty. 5. CensHu 8 KpaiHax, U\O PO3BMBAIOTLCA, HE AO-
sipstotb HaHkam i naneposum rpowam. 6. [leski kpailmu cKo-
pouyBanM BUPOBHMUTBO CROXMBUMX TOBapiB, abu 3mycuty
cno)<uBauiB 3aow,apKysatn binbwe rpowen. 7. Excnopr go-
nomarae 3apobnsatn HeobxigHy Banoty. 8. OOH 3anponony-
Bana po3BMHEHMM KpaiHam BukopucTosyeath 1 BiRCOTOK Bano-
BOrO HaUiOHaNbHOro NPOAYKTY K IHO3EMHY AONOMOrY.

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 itf? 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:

Model A:linsist that he should examine the documents.

| 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.
Model B: You should think it over before you give an
answer.
You should 'fhmk 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.

Xi. 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 (o 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).

XIl. Translate into English usihg Gerunds:

1. Bin 3axonnioBaBcs HUTAHHAM MNPUrOAQHULBKUX KHMKOK.
2. Mu nanonsranu Ha noBTOpeHHi pocnigy. 3. Mu 3aMHaTi:
O6roBOPIOEMO LUNSXM EKOHOMIYHOrO po3BuTKYy. 4. [pobaure,
Wo mu Typbyemo Bac 3HOBY. 5. BOHM HEe MOrnu He NOrogUTH-
CA 3 HUM. .

XIil. 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 [ak’sept] npuiimati; Bu3HaBaTK; akuenTysaTh

account [o’kaunt] paxyHok

account for [a’kaunt fa2:] noscHiosath; 3siTyBaTh(cs), HecTw signosi-
pansHicTb

accountant [o’kauntant] 6yxrantep

accounting [a’kauntin] 6yxrantepcbruit obnik

adaptation [, &&d®p‘teifn] npucrocysanns

add [2d] pogaeath; npuegHysaTh

adopt methods [2’dopt ‘meBadz] neperimatn metoam (meToamky)

advantage [od'va:ntids] nepesara

advertise [‘2dvatalz] po3milLysaTh oronoweHHs, peknamysaTtu

agency [‘eid3onsi] umHHMK, 3acib (BuKOHaHHA); areHTCTBO; OpraH,
6l0p0o; NPepcTaBHUILTBO '

aggregate ['agrigit] cykynhuit, sibpaHuii B ogHe ujine

aggregate demand ["&grigit ‘'dI'ma:nd] cykynHuit nonmt

aggregate income [“zgrigit ‘inkam] cykynuwii npubyTok

aggregate output [‘&grigit ‘autput] saranbhuit obcsr Bupo6HuuTea

aggregate price level ["zgrigit prais ‘levl] saranbHuii pisemb LjiH

aggregate spending ['egrigit ‘spendin] cykynti eutpatm

aggregate supply [‘agrigit sa’plai] cykynHa nponosuuis

allocate [‘&lokert] posmiutyBatu; BUAINATH; acurHyeatu

allocation [,zla’keifn] posmiwerHs, posnopin; acurHyBaHHsA, Bif-
paxyBaHHs; suaineHHs (gegiuntHux abo oHfoBUX pecypcis);
Knacudikaujs

amount {3’ maunt] kinbkicTb; cyma; nigCyMOK, OCHOBHA CYMa i BIRCOTKM
3 Hel . ]

amount of money [3'maunt av ‘mani] cyma, KinbKicTb rpowe

annual [‘2njual] piuxmn

applicant ["zplikant] sasenuk; kaHauMpaT Ha nocagy

applicant for credit ["plikont fo: ‘’kredit] ocoba, wo 3sepraerscs
33 KpPeauToMm

applicant for shares [‘aplikant fo: “feaz] ocoba, wo Gaxae kKynuTh
aKul

apply for [a’pla1 fo:] nopasatu 3ansy

appreciation- [a,pri:f1'e1fn] 3pocranHa eapTocTi, npupicT sapTocTi
OCHOBHOrO Karitany
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approach [3’proutf] mevopa, niaxin

appropriate [a'prouprit] signosinHuii, NPMAATHKIA; BNACTMBMM

assets [‘zsets] akrusu (6anaHcy)

assistance [osistans] ponomora, cnpusKKA; NRTPUMKa

adjustment [a’dzastmont] assistance suzHaveHa ponomora

assume [a'sju:m] 6path (Ha ce6e); BxuBaTh (3ax04i8)

attend [2'tend] siasinysaty

aftract a large amount of capital [o’treekt 3 la:dg a’maunt av ‘kapitl]
3any4aTu BEnMKuiA Kanitan

aftract customers ["atraekt ‘kastomaz] sanyuary nouynuia

attract financial resources [a'traekt far naanfal r1'sa:siz] 3anyuatu
chinaHcoBi pecypcu

auction ['a:kfn] aykuion

authority [0:°0orit1] opran Bnagm, apMmiHiCTpauis; npaso, nosHoBa-
JeHHs, Bnaga nocanosoi ocobu; asTopwter (BM3Ha4YHMI Cne-
yianicr)

available [a'vellabl] npunatHuii, KopucHuit; WO € B po3NOpPSANXKEHHI,
HanRBHMIA; [OCTYNHUM

B

background [‘bazkgraund] nigroroska, ocsira; ksanidikauis; Tno

balance sheet ['b&lans [i:t] 6anancosuin 3sit

bank services [baepk ‘sa:visiz] 6ankiscbki nocnyru

banking [‘baepkin] 6ankiscoka cnpasa

barter ['ba:ta] miHosa Toprisns, GapTep

be on commission [bi: on ka'mifn] oaepxysartu Komiciiini 3 Toprieni

benefit ['benifit] n kopucrts; Burona; neucis; gonomora; v pasatu
NPUBYTOK; OTPHMYBATH KOPMCTb

bidder ['bida] yuacHuk aykujory

board of directors [bo:d av di'rektaz] paga pupexropis

bond [bond] o6nirauis; 6oprose 30608’ a3aHHs

book-keeper ['buk ki:pa] obnikoseus; 6yxrantep

borrow [‘borou] noauuarn

brand name [brznd neim] roprosa mapka

business ['biznis] cnpasa; nianpuemcTBO; NIANPUMEMHUUTBO; TOProBa
onepauis; ainosi kona

buyer ['ba1a] nokyneup

by-laws ['bal 12:2] cratyT, npasuna BHyTpiwHbOro posnopsaaxy (wo
APUAMAIOTLCS NPABAIHHAM hipms)

C

calculate [‘kelkjuleit] o6uncmosarty, nigpaxosyBaTti; KanbKynoBaTth
carry on a business [‘kzr1 on 2 ‘biznis] sectn cnpasy, 3alimarucs
NiANPHE MHUUBLKOLIO QIANLHICTIO
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cash transfer [ka[ treens’fa:] ponomora rpiwmu, rpowosuin nepekas

catch on [kt on] cratn moaHum

chain [tfein] mepexa posppibHux marasuHis abo HaHKiBcbKMX inii
AaHWIOroBoro NigNopaaKyBaHHs (am.)

chain movement [tfein ‘mu:vmant] pyx ao 06'epxaHHs

channels of distribution ['tJenlz ov,distri’bju:Jn] cuctema 36yty

charge [tfa:d3] ujHa; sipnosipanbHicTs

charge prices [tfa:d3 ‘praisiz] npusHauatH, BCTaHOBRIOBATH LiHK

charitable institution ['tfaeritabl instr’tju:{n] 6naropjiina ycraHosa

chart [tfa:t] cxema

checking account ['tfekin a’kaunt] yekosuin (norounmit) paxyHok

choose the company’s officers [t[u:z 61 ’kampaniz “ofisaz] eubuparu
AAMIHICTPaTMBHMX BMKOHABLIB KOMMaHIl

circumstance ['sa:komstons] o6crasutHu

coincident wants [kou’insidant wonts] norpebu, wo sbiraotocs

collusion [ka'lu:3n] srosip, Taemuuit srosip

commodity [ka'moditi] npoaykr; Toap; Nnpeamer yKuTKY

common stock [‘’koman stok] cninei akujii

company [‘kampani] komnaxis, Tosapucrso (aKujoHepHe), dipma,
Kopnopaujis

compel [kam’pel] npumywyearu, nignopsaxosysarn

compete [kom’pi:t] koHkypysaTh; 3maraTtuca

competent [‘’kompitant] komneTtenTHui, 1O 3300BONbHAE NOTPE6H

competition [ kompr'tifn] koHKypeHuin, KoHKypeHTHa 6opoTbba; 3ma-
raHHs

competitive [kam’petitiv] konkypyoumii, KOHKYPEHTOCNIPOMOMKHMA

competitor [kom’petita] koHkypenT

complicate ['komplikeit] ycknapriosatu

compound [’kompaund] cknaghuii

concern [kon’sa:n] koHuepH, dipma, NIAAPUEMCTBO; CTPYKTYPHUA
nigpos3ain

conclude a deal [kan’klu:d 2 di:l] yknapatv yrogy

consequence ['konsikwans] Hacnigok

consideration [kan,sida’ reifn] posrnap, oBmipkyBaHHs; BigwKoay-
BaHHA, KOMNeHcauis

consult a partner [kan‘salt @ ‘pa:tna] koxcyneTyBaTtucs 3 naptHepom

consume [kan’sju:m] cnoxusatu; BuTpadary

consumer [kan’sju:ma] cnoxusau

Consumer Price Index [kan’sju:ma prais ‘indeks] nokasHuk crnoxme-
4oi BapToCTi

consumption [kan’samp[an] cnoxusanHa; BuTpadanhs

control the profit [kon’troul 81 ‘profit] konrponosatn npubyTok

controller [kan’troula] ronosnuit diHaHcucT; pesizop

conversely ['kon‘va:sli] HaBnaky

copyright [’kopirait] astopceke npaso

corporate charter [’ko:parit ‘tfa:ta] koprioparusHuit nateHT
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corporate stock ['’ko:parit stok] akuioHepHuit kanitan

corporation [ ko:pa’reifn] kopnopauis; Tosapucteo

cost [kost] uiHa; BapTicTb; BUTPaTH, BUAATKM

cover costs ['kava kosts] nokpusaTtn ButpaTh

credit terms ['kredit to:mz] kpeguTHi ymosu

currency [‘karensi] santora, rpouui

current prices ['karent ‘praisiz] icHyroui uiHu

curve ['ko:v] kpusa; rpadik, KpecneHHs

customer accounting ['’kastama 2 ‘kaunti] o6nik nokynuie (knieHTis)

cyclical unemployment [’saiklik(a)l ‘anim’ploimant] uukniune
6e3pobirts

D

dairy ['deari] monouapHs; monouHa depma; MOMOYHHH MarasmH

damage [‘demid3] 36utok, wkopna

deal [di:]] yropa

debt [det] 6opr

debt ceiling [det ‘si:lin] makcumanbhuii posmip 6opry

debt funding [det ‘fandip] yTsopeHHs rpowosoro doHay nignprem-
CTBa 33 AONOMOFOIO0 HayKM

debt servicing [det ‘sa:visip] sunnata 6opry Ta siacoTkis

decide [d1’said] eupiwyeatn

declare personal bankruptcy [dr’klea pa:s(a)n(a)l ‘baepkraptsi] oro-
nocuTH BnacHe 6aHKPYTCTBO

decline [dr'klain] v smeHwysatucn; noripwysatics; 3aHenapath;
n 3aHenan,; 3HWXXeHHSN; NaniHHA

decrease ['di:kri:s] n 3meHwenHs, ckopouenns; v [dir'kri:s] smenwy-
BaTH

deduct [dr'dakt] sigpaxosysath, BigHimaTH

default [d1'fo:lt] HennaTik; HeBMKoHaHHA porosopy

deficit ["defisit] pedpiumr
deficit ceiling ['defisit ‘si:lip] makcumanbhui posmip pediumty
balance-of-payments deficit ['balons av ‘permant ‘defisit] pediumr
nnati>kHoro BGanaxcy

deflate [di'flert] smnxysaTh wiHm

deflation [dr'fleifn] aednsuin

delay [dr'le1] satpumka; sBipknapgaHHs

deliver [di'liva] pocTtaenaTtu; nocrauaty

delivery [di'livari] nocrauaHus

demand [dr'ma:nd] nonur

demand-pull inflation iHdnaujis, cnpuumHeHa nonuTom

denomination [di,nomI ‘neifn] HalmeHyBaHHA, Ha3Ba

department store [diI'pa:tmant std:] yHiBepmar

depreciation [d1,pri:[1’e1fn] sHeuiHroaHHn
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derived demand [di'rarvd di'ma:nd] nonmt Ha 3acobu eupobruLTBa

determine [di'ta:min] eusHauaty

disadvantage [,disad’va:ntid3z] Hepgonik

disaster [di’za:sta] nuxo, 6ina

discount ['diskaunt] sHmkka

discount coupon [‘diskaunt ‘ku:pon] ranon, skuii Hapae npaso Npu-
p6aTH TOBAP 38 HU3LKUMM LiiHAMM

discount house ['diskaunt haus] marasuh 3 BIAHOCHO HM3bKMMM LiiHAMK
Ha ToBap :

disposable income [dis’pouzabl ‘Inkam] npubyTok, Lo € 8 HasBHOCTI

distribute profits and losses [dis’tribjut ‘profits and ‘losiz} posno-
RINATM NPUBYTKY | 36MTKM

distribution [,distr1’bju:fn] 36yr; posnoain

distribution operation [ distri’bju:/n ,opa’re1fn] onepaujs 3 posnoginy

dividend ['dividend] ausigena

division of labor [di'vi3n av ‘leiba] posnoain npaui

do books [du buks] sectn 6yxrantepcokuii 0bnik

domain [do’meIn] sonogiHHa; TepuTopin; ranyss, cepa

domestic currency [da'mestik ‘karansi] micuesa santora

domestic market [do’mestik ‘ma:Kit] eHyTpiwHii purHok

drawback [‘dro:bak] Heponik, HeratusHWii 6ik; nepewkopna

dump [damp] 3sanuwe

durability [,djuara’bilit1] miunicte

E

earn [2:n] 3apobnsti; oTpumysaTH NpubyTOK

economics [,i:ko’'nomiks] ekoHomika (HaswaneHa Ta HayxoBa puc-
ymMnniHa); eKoHoMiYHa Teopis

economist [i:’konamist] ekoHomicT

economy [i:’konami] ekoHomika, HapoaHe rocnofapcTBo, €KOHO-
Mmisi, BepexxnuBicTb; eKoHoMIKa (K cpepa 3HaHHS)

effect [1'fekt] snnms

efficiency [1'fifons1] edpektuBHicTs; NpoayKTHBHICTL

efficient [1'fifont] edexTnBHMiA, piliosui; KBanidiKoBaHMMA, yminuk

elastic [1'leestik] enacTuunmit; rHyykus

elasticity [ alas tisiti] rHyukicTb; enacTuyHicTs

eligible for a loan ["elidzabl fo: o’loun] ninxopswmi; npuRHATHWA ans
no3nku (To6TO BM3HaHMI NNATOCMPOMOIKHNM)

eliminate [1'limineit] nikeinysaT, 3nuwysaTm

embargo [em’ba:gou] embapro

eminent ["eminant] nigHecenuit; BUAATHWIA, BUSHAUHUH, 3HAMEHUTHIA

employee [,emplor'i:] cny:x6oseus; pobiTHuk

employer [1m’plo1s] poboTtopaseup; Halimau
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employment [im’ploiment] po6ota (38 Hasimom); 3aMHATICTL; 3aHATTS

enable ['neibl] pasatn npaso, moxnusicTs

encourage [in’karid3] 3aoxouysatu

endowment [1n’daumant] sHecok; sknag; Aap, noxeprea

enhance [in‘ha:ns] 36inbwysath; nocuniosaTi

entrepreneur [,ontrapra’na:] nignpuemenp

entrepreneurship [,ontrapra’na:fip] nianpuemcrso

environment [In‘valaronmont] HaBKONMLLIHE cepepoBMLLe

equilibrium [,i:kwr'libriam] 36anancosaHicTs, pisHosara

equipment [I'’kwipmant] cnopapykenns; obnagHaHHs; TPAHCNOPTHI 3a-
cobu

equity [‘ekwit1] BnacHuii kanitan

establish [1s’taeblif] 3acHosysath; BcTaHoBnioBaTH

evaluate [1I'veljuelt] ouinioBaTti; BM3HAYaTH BaPTICTL

evolve [1'volv] poasusatucs; posropratmes

exceed [1k’si:d] nepesuwiysath

exchange [1ks'tfeindz] o6miu

exchange department [1iks’t[eind3 di'pa:rtmant] sipain o6miny sa-
nloTH

exchange rate [1ks'tfeind3 reit] santoTHuit kypc

exchange ratio [1ks’tfeind3 ‘reifiou] uiHose sigHOWeHHs

exclude [1ks’klu:d] sukntouaTn

executive [1g"zekjutiv] kepisHuk; apmiHicTpaTop; BuKOHaB4a Bnapa

expansion [iks’paenfn] poswmpenHa

expectation [,ekspek’te1fn] ouikysaHHs; cnopisaHHs

expenditure [1ks’penditfa] surpatu; Bupatku

experience [1ks’piorions] pocsin, npakTuka

explicit [1ks’plisit] nesHuit; Tounni

export [‘ekspo:t] emsesenHs, ekcnopt

exports [‘ekspo:ts] Tosapu, Wwo BUBO3ATLCA

extending credit [1ks’tendin ‘kredit] posrocrpokosuit kpeaut

external funds [eks’ta:nl fandz] sosmiwHi (iHo3emHi) porpu

externality [eksta:'naeliti] sosHiwnin edert (exoHomiuHOT gisns-
HocTi)

F

facilitate [fa’silitert] nonerwysartn; ponomararm

factors of production [feektaz av pra’dakfn] uunHMKM BHMPOGHN-
ursa

fail [fe1l] sasHaBaT1 nopa3skm

fair market [fea ‘'ma:kit] cnpustnusi puHkosi ymosm

familiar [fa'milja] 6nusekuit; nobpe 3HaloMMi; noiHopmoBaHHi

family’s real income ['femiliz risl ‘Inkam] peanstuit npubyTok cim'i

fee [fi:] eunaropopa; roHopap; sHecok; 36upaHHs
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feed the information into the computer [fi:d 81 ,infa’meifn “intu
2 kam’pju:ta] seoauTn pani B komn'totep

fertilizer ['fo:tilaiza)] po6puso

file {fail] npurHaTh gna BuKOHaHHA (3amoBIeHHSA)

filthy [fil01] 3a6pyaHenmit

final authority [‘fainl 5:’0or1t1] supiwanbre cnoso

financial condition [far'nenfal kan’difn] cinancosui ctau

financial statement [far'nenfal ‘steitmant] cinancosui 38iT

fire ['faia] seinbHsTh 3 poboTn

fiscal ['fiskal] dickanbhui; dinancosumit

fiscal year [fiskal j2:] cinaHcoBui, GropykeTHUI pik

flexible exchange rate [fleksabl 1ks ‘tfeindz rert] ruyukuit BantoTHUIA
KypcC

fluctuation { flaktju’erfn]} xonusanusa

follow a legal procedure ['folou ali:gal pra’si:d3al notpumysatuce
IOPHOMYHOI Npoueaypm

forbid [fa’bid] He possonaTn, 3a6opoHsTu

foreign currency [‘forin ‘karansi} iHozemna santota

foreign exchange market [‘forin 1ks’tfeind3 ‘ma:kit] puHok iHozemtoi
BanioTH

foreign trade balance [‘forin treid ‘balans] 6anavc mixknapoaHoi
Toprisni

foreman ['fo:man] maicrep, npopab, 6purapmup

foul [faul] cmeparoumis; GpyaHui

free enterprise system [fri: ‘entapraiz ‘sistam] cucrema sinbHoro
nignpyemHuLTBa

frictional unemployment ['frikfon]l ‘Anim ‘ploimant] tumuacose
6espobirra

fuel [fjusl] nanbHe; nanuso

gain [gein] npubyrok

get a raise [get 2 reiz] orpumartm nigsuLlEeHHs

give instructions [giv in'strakfanz] pasartu iHcTpyHuji

go into business ['gou “intu ‘biznis] saiimatucs GisHecom

go up [gou Ap] spocrartn

gold reserves [gould r1'zavz] 3onoTuit 3anac

gold standard [gould ‘stendad] sonotun cranpaprt

goods [gudz] Toeap, ToBapu; BaHTax

gross [grous] sanosui, cymapHuii; 6pyTTo

gross investment [grous in‘vestmant] sanosa iHsectuuin

gross national product (GNP) [grous ‘nzfanl ‘prodakt] sanosmit
HauioOHaNbHWUN NPORYKT

GNP per capita [d3i: en pi: pa:’kapita] sanoemit HauioHanLHWA Npo-
AYKT 3 pPO3paxyHKy Ha AylYy HaceneHHs

gross pay [grous pei] nnata 3 sippaxyBaHHAM
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H

handle ["hndl] kepysaTu; Toprysatu (am.)

harmful ["ha:mful] wxignueui

have voting rights [haev ‘voutip raits] maru npaso ronocy
hire ["haia] HatfimaTu Ha poboTy

hoard [h2:d] sanacarucs; HakonuuysaTh

house hold [haus hould] cim's, pomalne rocnopapcrao

implicit [1m’plisit] ve supaskeHuit NPaAMo, NPUXOBaHHIA

imply [1m’plai] o3nauatu; mati Ha yBasi; nepepnBauatu

import [1mpo:t] imnopT, BBE@3EHHS

imports ['1mpo:ts] Toeapu, wo BBO3STLCA

impose [1m’pouz] Haknapath; obknagaTth; o6maHioBaTh, obmaHom
NPOAaBaTH; Has'A3yBaTH

impose a duty on goods [1m’pouz a’dju:t1 on gudz] o6knaparu Tosa-
pM MUTOM

impose restriction [im’pouz ris’ trik[n] ssogut o6merxenHs

incentive [In'sentiv] ctumyn, 3aoxouenHs

incinerator [In’sinareita] cmirrecnamosanbHa niv

income ['inkam}] npubytox

income statement ['Inkam ‘steitmant] ssit npo npubyrok

incorporate [1n’ko:pareit] o6’egHyBaTics

indirect channels [,indr’rekt ‘t{enlz] Henpama, onocepepaxosana cu-
cTema

indirect trade [,indi'rekt treid] nenpsma Topriens

induce [in’dju:s] cnonykatn; ctumyniosatn

inflation [1nfleifn] incnsauis

inflation rate [In'fleifn reit] vemn indpnauil

inflow ["inflou] npunnus (rpowess)

influence ['influans] n snnus; v ennusaTk

influence the market ['influans 32 ‘'ma:kit] mat Bnnue Ha putok

infrastructure ["infra’straktfs] indpacrpykrypa

injury ["Indzar1] ywkopykenns, Tpaema

in-kind transfer [in’kaind ‘treensfa:] ponomora rosapamm

innovation [,Inou’veifn] HososaepeHHs, iHHOBaUA

innovative [,inou’vertiv] spathHuii o HosoBBEeAEHb, TEXHIYHO Npo-
rpecuBHMA

input ['Input] eutpatu

insurance [in’fuarans] ctpaxysaHHs

insure [1n’fua] ctpaxysatu

integration [,intr’'greifn] iHterpauis; o6’eaHaHHn

interact [, intar’'akt] saaemopiatu
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interchangeable [,inta’t[eind3abl] s3aemosamintoBanmi

interest ['Intrist] uactka (nait); sincotkoBmii NpubyToK, dikcosaHui
BIACOTOK

intermediary [,into'mi:djar1] nocepeaHmk

intermediate goods [, Iinta’mi:djot gudz] HaniscpabpmkaTh

internal funds [1n’ta:nl faAndz] sHyTpilwHi KowTk

international market ['inta’nzfonl ‘ma:kit] mixxHapoanmi purok

international transaction [,inta’nzfanl treen’zaekfn] mixHapopHa
yroga

inventory ['Invontri] inseHTap, maTtepianbHo-BupobHMUi 3anack

invest [Iin’vest] sknagati rpouui

investment [in’vestmant] kanitranoeknapeHHs

irrelevant [1'relivant] Hepopeunnit; WO He cTOCYETbCs cnpask

issue stock ['1sju: stok] sunyckaTtu axuii

items [‘aitomz] rosapwm

L

labor resources ['leiba r1’so:siz] Tpynoei pecypcn

lack of mobility [leek av mou’bilit1] HepocTatHA MoBinbHICTL

law [lo:] 3akoH; topucnpyaenuis

lfawyer ['12:ja] ropucT; agBokar; sakoHopaseub

legal advice ['li:gal ad’vais] ropuamuna nopapa

level [levl] piseHb

levy ['levi] onopaTtkosysaTtu

liabilities [,laia’bilitiz] nacue (6anancy); 6opru, saboprosaHicTs

limited liabilities ['limitid ,la1a’bilitiz}] o6mexena opuauuna sin-
nosiganbHICTbL

fink [lipk] n 38’'s30K, Kinbue; v nos'asysarti, 3'eaHysaTH

living standard ['livip ‘steendad] npoxuTkoBUi piBeHb

loan [loun] n nosuka, nosunuka; v Nos3uuaT, NaBaTH Y NO3MKY

long-term investment [lonta:m mn’vestmont] aosrocTpokosuii sknap,

long-term loan ['lonta:m loun] posrocTpokosa nosuka

loss-leader item ['1osli:do “aitamz] rosapwu, ski npopatoTbcs 3a HU3b-
KUMU LiHamK (o6 3anyuuTu noKynuis)

losses ['10s1z] 36uTKM

lower [loud] sHikyBaTh; 3MeHLyBaTH

M

machinery [mo’[i:nar1] malwmHHe yCTaTKyBaHHA; MaLLUMHK; MEXaHISMK
mail-order house ['meil’s:da haus] nocunropr

make a decision [meik  dr’si3n] npuiimarty pilserHs

make a loan to [meik 2 loun t3] HapasatTh No3uky Komych
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make a right choice [meik 3 rait t{51s] apo6utn npasmnbHuin subip

manufacture [ manju ‘fektfs] n eupobruuteo; v supobnati, euro-
ToBNATH, 0BpObNATH

market ['ma:kit] n puHok; v npogasaty

market prices ['ma:kit ‘praisiz] puHkosi uitm

market shortage ['ma:kit “fa:tid3] aediuur

marketing ['ma:kitip] npopax; 36yT; mapkeTnHr

marketing research {'ma:kitig ri'so:tf] susuenHs purky 36yty

measurable ['me3orabl] sumiprmis

measure ['me33] sumiptosatn

measures of economic activity ['me3az ov ,i:ka'nomik ak’tiviti] 3axo-

AN eKOHOMIYHO! OianbHOCTI

median income ['mi:djan Inkam] cepegHin npubyrok

meet one’s expences [mi:t wanz 1ks’pensiz} 3apoBonbHATH uMich Bu-
TpaTh

merchandise ['ma:t[(o)ndaiz] rosapu; Toprisnsa

merchant wholesaler ['ma:tf(a)nt ‘houlseila] ontosui Toproseus,
ONTOBMK

merger ['ma:d3a] 06'eananns (nignpremcrs)

microeconomics ['maikrou,i:ka’nomiks] mikpoekoHomika

middleman ['midlman] nocepegnmk

mining industry ["'mainip ‘indastri] supo6ysHa npomucnosicrs

monetary policy ['manitari ‘polisi] rpowosa nonituka

money illusion [mani r'lu:3n] rpowosa intosis

mutual funds ['mju:tjusl fandz] cninsHi bonam

N

national income accounting ['na[onl ‘inkam a’kauntip] o6nik Haujo-
HanbHOro poxoay

need a lawyer [ni:d 2'19:ja] matu notpeby B topucTi

negative income fax [negatrv ‘inkam taeks] smenwenHs rpowosoi
ponomoru

negotiable [n1'goufiabl] o6opoTHuii

net assets [net ‘@sets] sapTicTs makHa 3 BigpaxysaHHam 30608 A3aHb

net investment [net in’vestmant] unctuii sknap

net national product (NNP) [net ‘nafan! ‘prodakt] umctui wHauio-
HanbHUIA NPOAYKT

net worth [net wa:0] sapricTb maiiHa; Bnachuii kanitan nignpuemcraa

new brand [nju: breend] noea mapka (rosapy)

nominal income ['nominl ‘inkam] HomiHaneHuit poxopn,

nominal GNP ['nominl &3i: an pi:] HominanbHWit Banosui HauioHanbHMMA
NPOAYKT

nominal wage [‘nominl weid3] HomiHanbHui 3apobitok

normalize ['na:malaiz] Hopmanizysatu

note [nout] 6oprosa posnmucka
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O

objective [ob’dzektiv] meta; 3aBgaHHs

offer ['ofa] npononysaru

off-even pricing [of ‘i:van ‘praisin] uiHa, Wo He poxopMTbL KPYrNoOi
umchpu

officer ['ofisa] cnymbosa ocoba; cnyxboseup; cnyxboseup 3 unc-
na KepisHOro cknapy

official poverty line [5’fifl ‘povati lain] odinjiitna mexa HigHocTi

oil prospecting [51] pros’pektin] supobysanHs HadTh

opportunity {,0pa’tju:niti] moxnmsicte, waxc

opportunity costs [,opa’tju:niti kosts] 36utkm npu HesuxkopuctanHi
anbTEPHATHBHOrO KypCy; ONTMMAanbHi BUTPAaTH i [OXOAM

option {"opfon] subip; npaso 3amitu

outflow [‘autflou] eignnue (rpowes)

outlet ["autlet] purok 36yTy; ToprosensHa Touka

output ["autput} npopykTHBHICTL; BUNYCK NPOAYKUil, BUPOGHMLTBO

outsell [aut'sel] npogasatu Ginble 8ip KOHKYpeEHTB

over-all [‘ouvara:l] 3aranbxui, nosHui

own [oun] sonogith

ownership [‘ounafip] snacicte

P

packaging ['paekad3in] ynakoska

partnership ['pa:tnafip] naprtHepcTso, ToBapMcTBO, KOMNaHIA

passbook ['pa:sbuk] 6ankiscbka po3paxyHkosa KHMMKKa, AeNO3MTHA
KHMIKKA; OLWaAH3 KHMKKa

patent ['peitant] natenr

pay [per] nnatuty

payment [‘permant] eunnara, onnarta

percentage [pa’sentid3] sincortok, npoueHT

perfect [pa‘’fekt] v ynockonaniosat, noninwysaty; ['pa:fikt] adj aoc-
KOHaNMM, TOYHWA

perform [pa’fo:m] sukonysaty

peril [‘peril] He6esneka; pnank

personal assets ['pa:snl ‘®sets] npusatHe maiivo

pervasive [pa:'veIsiv] noumpenui cKkpisb; TOW, WO NPOHUKAE

pesticides ['pestisaids] nectuumau

piece of advice [pi:s av ad’vais] nopana

pillar ['pila] onopa

pollution [pa‘lu:[n] 3a6pyaxenna

portability [ po:tabilit1] nopratuenicts

position [pa’zifn] craHoeuwe; nocana

possess [pa’zes] sonopith
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R

raise the price [reiz 81 prais] nigHimaTi uiny

rate [reit] n po3mip, HOpMa; cTaBka, Kypc, TaKca; LiHa, OUiHKa; Temn,
LWBHAKICTb; NPOMNOPUis, BIRCOTOK; KOeMILLEHT, NOKa3HMK, CTYNiHb;
MicueBMit NOJATOK, KOMYHalNbHMKM NOAATOK; V OMOAATKOBYBATH;
nigppaxoBysaTH

ratio analysis ['reifiou a'nzelasis] ananis koediuieHTis

ration ['r2[n] posnopginatu; HopmyBsaTtu; BuaasaTH

rational ['refanl] pauioHanbHum

real estate [r1al 1s'teit] Hepyxome mamHo

real GNP [r1a] d3i: on pi:] peansuuii Banosuit HauioHanbHWit NPORYKT

real income [r1al ‘Inkoam] peansruii npubyTok

real wage [rial weid3] peanbHui 3apobitok

reasonable [’ri znabl] nomipkosanuii; possamnusuﬁ

receipt [r1'si:t] rpowosi HapxopKeHHs

recession [r1’sefn] nagiHHa BUPOBHULITBA; 3HMMKEHHS Temnis

reciprocal wants [r1’siprokal wonts] ezaemni norpebu

record [‘reka:d] n 3anuc; poxymentn, nporokon; [rr'ka:d] v sanucy-
BaTW; pEECTpyBaTH

recovery [rr'’kavori] sigHoBneHHs

red-tape [red ‘teip] 6ropokpartuuHa KaHuenapcbka poboTa

reduce [r1’dju:s] ckopouysaTth; 3meHwyBaTH

reimburse [,ri:im'ba:s] siawkopgosysatu

reinvest ['ri:in’vest] sHoey BxnapaTh

relationship [r1'leifnfip] sinHocHHu, cToCyHKHM

relative ['relat1v] sigHocHui

relative price ['relativ prais] sinHocHa uiHa

rely (on, upon) [r'lai] noknapatucs; gosipaTm

rent [rent] n pexta; opeHaHa nnata; KBapTMPHAa NNaTa; v 34aBaTh
B OpeHAy; OopeHayBaTH; AaBaTi HanNpPoKat

repair shop [r1'pea fop] maiictepha

report [r1'po:t] nosinomnaTy; ponosigart

reputation [,repju:‘teifn] penyrauis

request [rr'’kwest] zanut; BUKNMK, 3a88Ka; NOMUT; NPOXaHHA

resource [r1'sa:s] pecypcu

responsibility {ris,ponsa’biliti] signosigansHicts

responsible for [ris’ponsabl f5:] sinnosinanshuil 3a

restrict [r1s’trikt] o6mesxysaTu

restriction [ris’trik fn] o6merxerHs

resume [‘rezju:mel] pesiome; NiACYMOK; BUCHOBOK

retailer [ri:'te1la} posppibnui Toproseun

retailing [ri:’te1lin] posgpibhuii npopax

return [r1'to:n] n noBepHeEHHA; NOBEPHEHUH TOBAP; NOBEPHEHI YeKH;
npubyToK; obir; 38iT; NOAATKOBA AEKNapauis; v NoBepTaTH; Aa-
BaTh NpnbyTOK
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revenue ['revinju:] npubyrok

reward [ri'wa:d] saoxouenHs, BuHaropopa
rivalry ['raivalri] cynepHuuTeo, KOHKypeHLUin
run a risk [ran a risk] pusukysaru

S

safeguard ['seifga:d] n rapautia; oxopoHa; oxopoHHe cBifOLTBO;
0BepexHICTb; v rapaHTyBaTH, OXOPOHATH

safety deposit box [‘seiftr di'pozit boks] cendd ans penosuris, wo
HapaeTbecs NPMBaTHUM ocobam y Banky

salary ['seelari] 3apo6itHa nnara

sale {se1l] npogax; 36yT; Toprisns; ToprosensHa yroaa; po3npoaax
(3@ 3HMMEHNMMM UiHamM), MH. ToBapoObiIr

salesman [’seilzman] npopaseup

satisfy ['setisfal] saposonsHsaTH

savings ['seIvinz] saouianikeHHs; HaKOMUUEHHs

savings account ['servinz o’kaunt] owiapHuit paxyHok 3i BctaHoene-
HUM BIQCOTKOM

scarce [skeas] pediumnTHui; piakicHui; HepocTaTHIN

scarcity ['skeasitl] HepocTaTHs Kinbkictb, 6pak (vorocs)

schedule ['[edju:l] pospobnatu nnan

security [sr'kjuaritl] 6esnexa; HapilHicTb; 3axucT; rapaHria, 3abes-
neyYeHHA, 3acrasa; AosipeHa ocoba, mMH. UiHHI nanepu

security exchange [s1’kjuariti ikst[emnd3] coHposa Giprka

seller ['sela] npopaseup

service ['sa:vis] nocnyra; obcnyrosysaHHs

service industry [‘sa:vis ‘Indastri] ninnpuemcrsa cpepu obcnyrosy-
BaHHs!

set [set] scraHoBnoBaTH

set the price [set 35 prais] susHauaty uiny

sewage ['sju:1dz] criuni Boau; kaHanizauia

share [[€a] n uactka, naif; v posnoginati, ginutu

shareholder ['jea,houlda] akuionep, enacHuk akuin

shift [[1ft] n nepemiwenHs; nepectaHoBka; 3miHa; (pobouya) 3miHa,
pobounii peHb; v NepemiulaTti, 3miHoBaTH

shopping centre ['[opIn ‘senta] roprosenshuit LeHTp

shopping guide ['[opip gaid)] poeinHuk marasunis

short-term loan ['fo:t"ta:m loun] kopoTkocTpokosa nosuka

significant [sig'nifikant] sHauHui, icTOTHMIA; XxapaKTepPHUH, NOKa3HMUK;
BipOrigHMi; 3HaUYLLMH

skill [skil] pocsin

society [sa’saioti] cycninbcTBO; opranizauis; o6’'eanaHHs; acoujauis;
KOOMNEepPaTHBHMII COIO3, KOONepaTMBHe TOBapUCTBO

sole {soul] eamnHuii, BUKNIOUHMIA, OfHOOCIBHUI
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sole proprietorship [soul pra’praiatafip] opHooci6He sonopiHHs

solution [s3’1u:[n] supiwenns, po3s’asanHa

solve mathematical problems [solv , ma&0r'matikal ‘problomz] pos-
8'A3yBaTM maremartuuHi 3apasi

source [so:s] pwepeno

span [sp&n] iHTepBan, nepion; TpusanicTs

specialize [’spefalaiz] cneujanizysatuca

split {split] conopka crpasa

standard of living ['steendad av ‘livin] pisenb wurra

state bank [stert bapk] nepxasnuii 6ank; HaHk wraty

statement {’steitmant] ssir

stepping-stone [’'stepinstoun] saci6 gns pocarHeHqs metu (415 no-
ninWeHHs cTaHosMUa)

stock [stok] akuijs

stock-broker [’stok ,brouka] 6ipxosuin maknep

stock certificate [stok sa’tifikit] akuia

stockholder ['stok,houlds] akujionep, snacHuk akuiji

storage ['sto:rid3] 36epiranns

structural unemployment [’straktfaral ‘anmm’ploimant] crpykrypre
6e3pobirtta

subjective [sab’d3ektiv] cy6’ektushmii

subsidy [’sabsidi] cy6cugin, aorauis

substitute ["sakbstitju:t] n sacTynHuk; samina; v amiHioBaTH; 3amiliati

sue [sju:] nopyulyBati KpumiHanbHy cnpasy

supply [sa’plai] n nponosuuia; 36yT; noctauaHHa; v nocrayaTm

surplus ['sa:plas] nmwok; aktusHe canbpo

switch [switf] nepexin, nepekniouennn

T

take title to the goods npuabartu rosap sk BnacHicTbL

take advantage of smth. [teik ad’va:ntid3] ckopucratncs {(ynm-He-
6yas)

tangible ['teend3abl] siguythuii; peansHuis

tariff ["teerif] rapucp

tax [teks] nopaTtok

tax benefits [tzeks ‘benifits] ninbru 3 o6knaganHs nogaTkom

toll ["toul] popatkoea nnata 3a nocnyru; muto

total ["toutl] nincymosyBatn

total sale ["toutl setl] cykynuuii npogax

track [trek] kypc; keep track gotpumysartucsa Kypcy

trade [treid] voprisns; npodecin; pemecno

trade-in-allowance [treid in a’lauans] cyma rpoweii, nosepryTa 3a
cTapy piyv i BHeCEHa B paxyHOK npuabaHHs HOBOI
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trademark [‘treidma:k] roprosa mapke

traffic ['treefik] roprisns; TpaHcnopT; nepeseseHHs

transaction [treen’zek|n] cnpaea, yropa, sefieHHa pinosHx onepauii;
6aHKiBcbKa onepatis

transfer ['treensfa:] n nepepaua (npasa snachocti); nepexig (rpo-
weit); v [treens’fa:] nepepasath; nepekasysatu

transportation costs [ treenspo:‘teifn kosts] rpancnoprHi surpatu

transporting [tra&ns’pa:tin] rpaHcnopTysaHHa

treaty [‘tri:t1] porosip, KoHseHujs; Nneperosopu

trend [trend] renpeHuis; 3aranbHa CNPAMOBAHICTL

true unemployment [tru: ‘anim’plormant] peanste 6e3pobirTa

U

ultimate consumer ['Altimit kan’sju:ma] kiHuesuit crioxmeay

unadequate [an’zdikwit] HepocTaTHIN, Wo He BianOBIRAE ymosam

uncertainty [An’sa:tnt] HeBu3HaYeHiCTh; HenesHICTL

undermine [, anda’main] nigpusatu, pyiHyeatu

unemployment ['anim’ploimant} 6e3pobirrs

uniformity [ ju:nr'fo:miti] Heaminnicte, nocrikicTy

unit of account [’ju:nit av 3’kaunt] ogmuHuus obumcnenHs

unlimited liability [an’limitid 1laia’bilit1] neobmerxena ropugmuna
BIRNOBIaNbLHICTL

unreasonable price [An’ri:znabl prais] Hepoasaxnmsa uiHa

unsound [an’saund] 6esnipcTaBHuit; HeHaRiHHUA

user [ju:za] cnoxwusau

utilities [ju:"tilitiz] nignpuemcTBa rPOMaACEKOro KOPUCTYBBHHA; KOMY-
HanbHi NOCNYrh

\'

valuable ['valjuabl] n pl. uinnocTi; kowroeHocT; adj uinHmit; ToH,
U0 MAaE rpoLoBy BapTICTb; BAXKINMBUIA, KOPHCHHMA

value ['vlju:] n BapricTb; UiHHICTL; BantoTa; PO3MIp, 3HAYEHHS; BaXK-
NUBICTb; V OLHIOBATH

value added [velju: ‘2did] nopatkosa sapTicTb

vending machine operator [‘vendin ma‘fi:n ‘opareita] onepatop
TOproBensHWXx arnaparis

volume ['voljum] o6csr; KinskicTs

W

wage [weid3] 3apob6itra nnara; dpoHam 3apobiTHoi nnath
warehousing ['weahauzip] cknanysakus (Tosapis)
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warranty [‘woranti] rapaHTis; nopyka

waste [weist] n 6e3kopucHa BuTpara, 36MTKHM; v BUTPA4aTH MapHO
wastes [weists] sigxoam

wealth {wel0] 6ararcteo

wear out [wed aut] sHowysaTmcs

welfare ['welfea] no6pobyT; mocratok

welfare programme ['welfea ‘prougram] ac6poaiina nporpama
well-being ['wel'bi:in] po6pobyt

wholesale unit ["houlseil ‘ju:nit] o6’ eananHa onTosoi Toprisni
wholesaling [‘houlseilip] ontoea ropriana

will [wil] 6a>kaHHs; cuna Boni; 3anosit

Y

yield [ji:ld] npubyTok
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Komn'iotepHa Bepctka H. I1. fJosnerykaesoi

Mign. go apyky 29.10.2001. ®Mopmar 84 x 108/,,.
Manip ocpc. N2 1. Fapnirypa JournalSans. Odc. ppyx.
Ym. ppyx. apk. 11,76, O6n.-sup. apk. 12,86.

Doga. pax 5000 np. Bua. Ne 10669.

3am. Ne 6~1573

Bupasvuuteo «Buwia wkonas,
syn. Foroniscbka, 7r, m. Kuis, 01054

Csaipourso npo BHeceHHs fo [lepx. peecTpy
sin 04.12.2000 cepis OK Ne 268

HappyKoBaHO 3 NAIBOK, BMrOTOBNEHMX
y supasHuuTei «Buuwia wkonas,
y 3AT «BIlNOJS», syn. Bonuncera, 60, m. Kuis, 03151

Csinoutso npo sHecenHs po lepx. peectpy
Bin 27.12.2001 cepin AK Ne 752






