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Unit 1. ECONOMICS AND ECONOMY
1. Read the words and learn them by heart. Make up your own

sentences with them.

economy OKOHOMHUYECKAs (XO35IIICTBEHHAs) IEATEIBHOCTh
economics 9KOHOMHKA (KaK HayKa)
economic 9KOHOMHYECKHN
economical OKOHOMHBII

to economize YKOHOMHTH

production MIPOU3BOJICTBO

to produce MIPOU3BOJIUTh

producer MTPOM3BOIUTETH
distribution pacmpejieNieHue, pacpoCcTpaHeHHE
consumption noTpedsIieHUe

to consume oTPeOIIATh

consumer OTPEeOUTEh

price eHa

goods TOBapPHI

to involve BKJIIOYATh B ceOs
behavior IIOBECHUE

factors of production (haKTOPHI MPOM3BOJICTBA
land 3eMIsl

labor TpyQ

enterprise MIpepusTHE

to raise MIOJTHIMATh

issue mpobJieMa

scarce resources orpaHuuYeHHBIC (IeDUIINTHBIE) PECYPCHI
to employ TPYAOYCTpauBaTh
employment 3aHSATOCTh
unemployment Oe3padoTuia
manufacturing firm ¢upMa Mpon3BOANTENH
raw materials CBhIpbE

to satisfy YIOBJICTBOPHUTD

to provide MIPEIOCTABIISATh
economic growth HSKOHOMHYECKHHA POCT
revenue BBIPYYKa

to allocate pacnpenenarhb

income JI0XO0JL

to own BJIAJCTh




business Ou3HeC, MpenpusITHe
arrangement JIOTOBOPEHHOCTh, COTJIAIIICHUE
interest rates HPOLIEHTHBIE CTABKU

tax HaJIor

household JIOMAIlHee X03MCTBO
purchasing MOKYyTIKa

savings cOepeKeHHs

competition KOHKYPCHIIUS

society 0011eCcTBO

2. Read these words paying attention to the stress and translate them.
e’conomy
economical
e'conomist
eco’nomics
eco’nomically
eco'nomic
to e'conomize

3. Match the words with their definitions.

a) economy, b) economics, ¢) economic, d) economical.

1. social science concerned chiefly with description and analysis of the
production, distribution and consumption of goods and services;

2. using the minimum required; not wasteful of time, effort, resources;

3. area of the production, distribution or trade and consumption of goods
and services;

4. concerning or affecting material resources or welfare, capable of being
produced or operated for profit, relating to the science of economics.

4. Use the words from the previous exercise and fill in the gaps with the
appropriate words.
1. As it is a study that constitutes rational human behavior in the endeavor

to fulfill needs and wants, tries to explain how and why we get the
stuff we want and need to live.
2. The word is Greek and means “household management”. It

was studied by many philosophers beginning from ancient Greece, notably
Aristotle.
3. It is evident that we observe the period of sustained growth.
4. The writing style is characteristic for SMS communication.
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5. The new theories regarding the effects of deficit spending
have been developed recently.

6. Market-based allows goods to flow freely through the
market, according to demand and supply.

7. Being a field of studying that has become vitally important in our
globalized society, deals with money and borrowing, production and
consumption, trade and markets, employment and occupations, pricing, taxes
and much more.

5. Complete the definition.

Economy is Economics is An economist is
A) aPerson Who..........oooiiiiiiiiiiiiiiiiiieiann,

b) ascience which.......................c
c)asystemof........ooooiiiiiiiii

. Choose the correct word.

. I am a student of (economy, economics) now.

. At school I didn’t study the (economy, economics) of Great Britain.
. I hope he’ll make a good (economist, economy).

. There are many (economic, economical) problems in the world.

. This car is very (economic, economical).

. I try to spend money and time (economical, economically).

. This car (economize, economizes) fuel.

~N NN WN =N

7. Text

1. Before you start.

* What is economics?

* Why is economics important?

* Why can we call economics - a social sciencel?

» Can you name the main economic problems that modern society faces
nowadays? How can the knowledge of economics help solve them?

2. Read and translate the text.
Economics, economy and economic system
Economics is a social science that deals with the production, distribution,
and consumption of goods and services. It is social because it involves people
and their behavior. It is a science because it uses, as much as possible, a scientific
approach in its investigation of choices.



Economics focuses heavily on the four factors of production, which are
land, labor, capital, and enterprise. Our resources are limited. At any one time,
we have only so much land, so many factories, so much oil, so many people. But
our wants, our desires for the things that we can produce with those resources,
are unlimited. We would always like more and better housing, more and better
education — more and better of practically everything.

If our resources were also unlimited, we could say yes to each of our wants
— and there would be no economics. Because our resources are limited, we
cannot say yes to everything. To say yes to one thing requires that we say no to
another. Whether we like it or not, we must make choices. The choices raise
three sets of issues. Every economy must answer the following questions:

1. What should be produced? Every society must decide what it will produce
with its scarce resources.

2. How should goods and services be produced? There are all sorts of
choices to be made in determining how goods and services should be produced.
Should a firm employ a few skilled or a lot of unskilled workers? Should it
produce in its own country or should it use foreign plants? Should manufacturing
firms use new or recycled raw materials to make their products?

3. For whom should goods and services be produced? If a good or service
is produced, a decision must be made about who will get it.

As you know from the course of history, the development of humanity
supposed the creation and working out new resources to satisfy the growing
needs of people. The growth of these needs required the necessity of finding new
sources to provide the production of goods and services. The problem of
matching human needs and effective ways of utilizing resources can bring
economic growth, high level of employment, stable prices, equitable distribution
of revenues and relative social security. Thus, the complex of undertakings in
the scale of a state or completely the human society, which is directed on
reaching this goal, can be called economic system.

Different countries may have different kinds of economies. For example, a
planned economy is the one, in which all resources are allocated by the
government. It owns everything and controls prices and incomes. A mixed
economy supposes something between free-market and planned economies. The
government owns and allocates some resources and the free market (buyers and
sellers) owns and allocates others. But the most effective is a market economy
as businesses are free to buy and to sell their goods and services on the terms
they like. Economic market is a set of arrangements and rules through which
buyers and sellers make contact and do business.



There are two main types of economics: microeconomics and
macroeconomics.

Macroeconomics - the branch of economics that studies the overall working
of a national economy. It is more focused on the big picture and analyzing things
such as growth, inflation, interest rates, unemployment, and taxes.

Microeconomics - the branch of economics that studies how households and
businesses reach decisions about purchasing, savings, setting prices, competition
in business, etc. It focuses at the individual level, while macroeconomics looks
at the decisions that affect entire countries and society as a whole.

8. Find in the text the English equivalents of the following Russian word
combinations:
1. oOmecTBeHHas HayKa
HAIlM KeTaHus Oe3rpaHUYHbI
KUJTUIHBIE YCIIOBHSA
HPaBUTCSI HAM WJIM HET
KaK JIOJDKHBI IPOU3BOANUTECS TOBAPHI M YCIYTH
KBAJTM(HULINPOBaHHbIE U HEKBATH(PHULIMPOBaHHbIE paboune
nepepabOTaHHOE CHIPbE
pa3BHUTHE YEIOBEYECTBA
9. yZOBIETBOPSATH PACTYyLIHE NOTPEOHOCTH
10. mocTHkeHUE LETU
11. BecTu Ou3HEC
12. otpacib 3KOHOMHUKHU

e i

9. Say if the sentences concerning the text are true or false:

1. Economics is an exact science that deals with numbers and shapes.

2. Economics does not involve people and their behavior.

3. Economics uses a scientific approach in its investigation of choices.

4.  We have so much land, so many factories, so much oil, so many people,
our resources are unlimited.

5. No matter whether we like it or not, we must make choices.

6. The first question that economy must answer is —Where can we get
money for production?

7. Every society must decide what it will produce with its scarce
resources.

8. Itis not important for a producer to know who will get his products and
services.



9. The growing wants of people were the main reason for the development
of economy.

10. The production of goods and services dictated the necessity of creating
new approaches to the utilizing resources.

11. Businessmen of the countries with a planned economy take active part
in defining economic policy of the state.

10. Determine the correspondence between words 1 - 9 and phrases a —

a. a business whose work involves doing something for
1. resources .
customers but not producing goods
2. production | b. an act of choosing between two or more possibilities
3. goods c. things that are produced to be sold
4. choice d. income
5. distribution | e. they are used to produce something
6. to require f. when everybody gets his share
7. revenues g. the process of manufacture
8. service h. to give smb. a job to do for payment
i. to make somebody do or have something, especially
9.to employ | because it is necessary according to a particular law or set
of rules

11. Read the text and fill in the gaps 1-5 with phrases a-e. Translate the

text.
What is economics?

a. for goods and services by consumers, business investors, and
governments

b. that give them as much pleasure as possible

c. try to achieve efficiently any economic objective they select

d. in social contexts

e. can extract from their operations

Economics is a social science studying production, distribution, exchange,
and consumption of goods and services. Economists focus on the way in which
individuals, groups, business enterprises, and governments 1... . Other fields of
study also try to do that. Psychology and ethics try to explain how objectives are
formed; history records changes in human objectives; sociology interprets
human behavior 2... .



Standard economics can be divided into two major fields. The first,
microeconomics, explains how supply and demand in competitive markets
create prices, wage rates, profit margins, and rental changes. Microeconomics
assumes that people behave rationally. Consumers try to spend their income in
ways 3... . As economists say, they maximize utility. For their part,
entrepreneurs seek as much profit as they 4... .The second field,
macroeconomics, deals with modern explanations of national income and
employment. Macroeconomics dates from the book, The General Theory of
Employment, Interest, and Money (1935), by the British economist John
Maynard Keynes. His explanation of prosperity and depression is based on the
total or aggregate demand 5... .

12. For each of the following, determine whether the topic would be
considered part of macroeconomics or microeconomics. Your answer
should also include a discussion of why you believe this is the case.

1. The government is thinking about increasing the tax on cigarettes as
a way to decrease consumption. In order to do this, they are looking at the
impacts of previous taxes on specific products.

2. Congress is considering reducing payroll taxes as a way to increase
spending to help the economy recover from a recession.
3. An economic student is looking at the relationship between the stock

market and the unemployment rate over the past 30 years in an attempt to
determine whether or not it is a good time to invest.

4. A marketing firm is attempting to determine how much they should
charge their clients by estimating the increase in profits they will be able to bring
the firm by employing their services.

5. A business is trying to determine whether or not it should invest in
training for their employees as a way to increase future production.
6. The government is mulling a new piece of legislature that would

increase the average number of years that students spend in post-secondary
education.

13. Determine which of the sentences describe microeconomics and
which describe macroeconomics. Arrange these sentences in a logical order
to make two texts.

a) M... is the study of decisions that people and businesses make regarding
the allocation of resources and prices of goods and services.
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b) Forexample, M... would look at how an increase/decrease in net exports
would affect a nation’s capital account or how GDP would be affected by
unemployment rate.

c) M... focuses on supply and demand and other forces that determine the
price levels seen in the economy.

d) M... is the field of economics that studies the behavior of the economy
as a whole and not just on specific companies, but entire industries and
economies.

e) M... looks at the country and government decisions.

f) M... is generally the study of individuals and business decisions.

g) M... looks at economy-wide phenomena, such as Gross Domestic
Product (GDP) and how it is affected by changes in unemployment, national
income, rate of growth and price levels.

h) For example, M... would look at how a specific company could
maximize its production and capacity so it could lower prices and better compete
in its industry.

14. Discuss with the group the following topics:

1. Find various definitions and quotations about economics and discuss
them with the group (use internet for additional information).

2. Advantages and disadvantages of a free-market economy.

3. Advantages and disadvantages of a planned economy.

4. Is the economy of your country free-market or planned? And why?

5. How do geographical, cultural, ethnic peculiarities influence a country‘s
economy: what to produce, how to produce, and for whom?

15. Translate the following sentences using the vocabulary of Unit 1.

1. 51 BeIMOJNHIO paboTy Kak MOXKHO SKOHOMHee. 2. [Ipor3BOJCTBO HOBBIX
BEPTOJIETOB HAYHETCS B ATOM Toay. 3. B Hamiem paifoHe OTKpBUICS HOBBIH
MarasuH ¢ HM3KAMU meHamu. 4. Hamra kommanws oka3bIBaeT (PMHAHCOBBIC U
fopunmaeckue yciryru. 5. I[lorpebiieHue Temia u 3JIeKTpUYecTBa BO3pacTaeT B
xoJomHOe Bpemsl roma. 6. Jliogm He OXUAAIM, YTO TEMITHl HHOISAINH OYIyT
TaKUMH BBICOKUMH.

16. Prepare a presentation about the economy of a country and present
it to the audience.

17. Read and translate the text, put 5 questions to it.
British Economy
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The United Kingdom is made up of England, Wales, Scotland and Northern
Ireland. It was the world’s first industrialized country. The UK still plays a
significant role in the global economy, due to its large GDP and the financial
importance of its capital, London.

British economy has for many years been based on service industries.
Among them are wholesale and retail trade, transport and storage,
communication, hotels and restaurants, etc.

Manufacturing accounts for only about 16% of national output, but is still
important for overseas trade (about 80% of exports). The largest sector is
engineering, producing cars, commercial vehicles and engines. Heavy industry,
employing many thousands of people and producing large volumes of low-value
goods, such as steelmaking, has either become highly efficient or has been
replaced by smaller industrial units producing high-value goods (aerospace and
electronic).

Agriculture is intensive, highly mechanized, and efficient, producing about
60% of food needs with less than 2% of the labor force. Around two-thirds of
the production is devoted to livestock (cattle, chickens and sheep), one-third —
to arable crops (wheat, barley, oats, potatoes and sugar beet).

Unit 2. SUPPLY AND DEMAND
1. Read the words and learn them by heart. Make up your own
sentences with them.

supply TIpe/UI0KeHHe; TIpeiiaraTh, TOCTABIISTh
demand CIIPOC; CTpAIINBaTh, TPeOOBAThH

the law of demand 3aKOH CTIpOca

shift CMEIIATh; CABUT

curve KpHUBast

value CTOUMOCTD, LIEHHOCTh

product MIPOTYKT

commodity TOBap

availability HaJIM4YHUe, TOCTYIHOCTh

available JIOCTYITHBIH, IMCIOIIUICS B HATMUHHU
increase MOBBIIIATHCS; OBBINICHUE, POCT
decrease YMEHBIIIATECS; CHIDKEHHUE, CIIa

to fall CHHYKATBHCS

purchase MOKYNaTh; OKYIKa

quantity KOJIMYECTBO

market equilibrium PBIHOYHOE PaBHOBECHE

equal paBHBII; OBITH PABHBIM, COOTBETCTBOBATH
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shortage, scarcity

JebuIuT

surplus M30BITOK
output BBITYCK (TTPOAYKIIUN)
competitive KOHKYPCHTHBIH

marginal utility

npeaciibHas 10JC3HOCTh

the substitution effect

3 dexT 3amernieHus

purchasing power

MOKYTATEIbHAS CIOCOOHOCTD

ability CIIOCOOHOCTD
profitable MPUOBLTLHBIN

profit pHOBLTH

cost U30EPIKKH, CTOUMOCTD

the wage rate

CTaBKa 38.pa60THOI>i I1J1aThI

to depend on

3aBUCCTH OT

exchange oOMeH
to change HU3MEHSATHCS
2. Text

1. Before you start.
*How do you understand the term demand?
* What factors can influence demand?
*How do you understand the term supply?
* What factors can influence supply?
2.Read and translate the text.
Supply and demand

The supply and demand model describes how prices vary as a result of a
balance between product availability and demand. The graph depicts an increase
(that is, right-shift) in demand from D1 to D2 along with the consequent increase
in price and quantity required to reach a new equilibrium point on the supply
curve (S).

Prices and quantities have been described as the most directly observable
attributes of goods produced and exchanged in a market economy. The theory of
supply and demand is an organizing principle for explaining how prices
coordinate the amounts produced and consumed. In microeconomics, it applies
to price and output determination for a market with perfect competition, which

13



includes the condition of no buyers or sellers large enough to have price-setting
power.

For a given market of a commodity, demand is the relation of the quantity
that all buyers would be prepared to purchase at each unit price of the good.
Demand is often represented by a table or a graph showing price and quantity
demanded (as in the figure). Demand theory
describes individual consumers as rationally
choosing the most preferred quantity of each
good, given income, prices, tastes, etc. A term for
this is 'constrained utility maximization' (with
income and wealth as the constraints on demand).
Here, utility refers to the hypothesized relation of
each individual consumer for ranking different
 commodity bundles as more or less preferred.

Q; Qp Quantity The law of demand states that, in general,

price and quantity demanded in a given market are
inversely related. That is, the higher the price of a product, the less of it people
would be prepared to buy of it (other things unchanged). As the price of a
commodity falls, consumers move toward it from relatively more expensive
goods (the substitution effect). In addition, purchasing power from the price
decline increases ability to buy (the income effect). Other factors can change
demand; for example, an increase in income will shift the demand curve for a
normal good outward relative to the origin, as in the figure.

Supply is the relation between the price of a good and the quantity available
for sale at that price. It may be represented as a table or graph relating price and
quantity supplied. Producers, for example business firms, are hypothesized to be
profit-maximizers, meaning that they attempt to produce and supply the amount
of goods that will bring them the highest profit. Supply is typically represented
as a directly-proportional relation between price and quantity supplied (other
things unchanged). That is, the higher the price at which the good can be sold,
the more of it producers will supply, as in the figure. The higher price makes it
profitable to increase production. Just as on the demand side, the position of the
supply can shift, say from a change in the price of a productive input or a
technical improvement.

Market equilibrium occurs where quantity supplied equals quantity
demanded, the intersection of the supply and demand curves in the figure above.
At a price below equilibrium, there is a shortage of quantity supplied compared
to quantity demanded. This is posited to bid the price up. At a price above
equilibrium, there is a surplus of quantity supplied compared to quantity

Price

Py f----------2 :

14



demanded. This pushes the price down. The model of supply and demand
predicts that for given supply and demand curves, price and quantity will
stabilize at the price that makes quantity supplied equal to quantity demanded.
Similarly, demand-and-supply theory predicts a new price-quantity combination
from a shift in demand (as to the figure), or in supply.

For a given quantity of a consumer good, the point on the demand curve
indicates the value, or marginal utility, to consumers for that unit. It measures
what the consumer would be prepared to pay for that unit. The corresponding
point on the supply curve measures marginal cost, the increase in total cost to
the supplier for the corresponding unit of the good. The price in equilibrium is
determined by supply and demand. In a perfectly competitive market, supply and
demand equate marginal cost and marginal utility at equilibrium.

Other applications of demand and supply include the distribution of income
among the factors of production, including labor and capital, through factor
markets. In a competitive labor market for example the quantity of labor
employed and the price of labor (the wage rate) depends on the demand for labor
(from employers for production) and supply of labor (from potential workers).

3. Match the words with their definitions.
1. producer a. the idea that the price of goods and services depends on
how much of something is being sold and how many people
want to buy it
2. surplus b. the money that you make in business or by selling things,
especially after paying the costs involved
3.supply and | c. more than is needed

demand

4. labor d. a company, country or person that makes goods

5. utility e. a state of balance, especially between opposing forces or
influences

6. equilibrium | f. the usefulness of something

7. profit g. the money that a person, a region, a country, etc. earns
from work, from investing money, from business, etc.

8. income h. practical work, especially that which involves physical
effort

4. Find in the text the English equivalents of the following Russian word
combinations:

1. ppIHOYHAS] PKOHOMHKA

2. mpenenbHas OJIC3HOCTh
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3. pBIHOK TpyJa

4. npenenbHasi CTOMMOCTD

5. PBIHOK C COBEPIUIEHHON KOHKYPEHIUEH
6. PEIHOYHOE PAaBHOBECHUE

7. dakTOpBI MPOU3BOJICTBA

8. apdexT 3amernieHns

9. 3aKoH crpoca

10. pacnpeneneHue 10X0/10B

5. Translate the following words and expressions into Russian:

1. demand-and-supply theory 6. profit-maximizers
2. demand for labor 7. purchasing power
3. income effect 8. perfect competition
4. product availability 9. law of demand

5. normal goods 10. supply curve

6. Choose the correct answer.

oo describes individual consumers as rationally choosing the most
preferred quantity of each good, given income, prices, tastes, etc.

a) supply theory b) market equilibrium ¢) demand theory

2. The point on the demand curve indicates .......... to consumers for a given
customer good.
a) marginal utility b) supply c¢) perfect competition

3. The quantity of labor employed and the price of labor (the wage rate)
depends on the ...........
a) purchasing power  b) demand for labor c¢) income effect

4. The............. describes how prices vary as a result of a balance between
product availability and demand.
a) normal good b) demand for labor c¢) supply and demand model

5. Producers, for example business firms, are hypothesized tobe .............
a) market b) profit-maximizers c) consumers

7. Say if the sentences are true or false.
1. The prices of the goods or services determine the quantity that people
are willing and able to consume.
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2. People with higher incomes are likely to purchase goods and services
more often than people with lower incomes.

3. A lower price tends to reduce the quantity people demand, and a higher
price tends to increase it.

4. A demand curve shows the relationship between the price and quantity
demanded of a good or service.

5. Prices of other goods and services do not affect demand and consumption
of the particular product.

6. A higher price induces sellers to offer a lesser quantity of goods and
services.

7. Price and production cost are the main determinants (factors) that
influence supply.

8. A supply curve shows the relationships between price and quantity of
buyers willing to buy a good or service.

9. A change that increases the quantity of a good or service supplied at each
price shifts the supply curve to the left.

8. Answer the questions.

1. What does the supply and demand model describe?

2. What characteristics determine the quantity people are willing and able
to consume?

3. How does price affect the quantity demanded of a good or service?

4. What are the key-factors that determine the quantity of a good or service
sellers are willing to offer for sale?

5. How does a number of sellers affect the quantity of a good that will be
offered for sale?

6. What is the law of supply?

7. When does market equilibrium occur?

9. Choose the proper word from two variants in brackets.

1. The fashion for mini-skirt (increased / reduced) the demand for textile
materials. 2. Even in (some / the same) middle-income countries many people
are very poor. 3. Government regulations sometimes (decrease / impose) a
change in (technology / quantity) that producers do not want to use. 4.
Stabilization of prices is of great importance to industrial nations (as we/ as /as
well) the Third World countries. 5. Freeing up prices leads to their (decrease /
increase). 6. (Inferior / Normal) goods are usually low-quality goods for which
there are higher-quality (improvements / substitutes) sold at higher prices. 7. A
decrease in (complement / input) prices makes the production less expensive.
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10. Complete the sentences using comparative constructions with the
words than or as.

Model:

We face the problem of surplus when supply is higher than demand.

Market economic system is not so stable as command system.

Producers supply as many goods as consumers are ready to buy.

1. The market is in equilibrium when the demanded quantity is as large .. .

2. Prices rise when they are not so high ........... .

3. Prices rise when they are lower ...........

4. We may have excess supply if prices are hlgher ........... .

5. The demand for inferior goods at high incomes will not be as high ..... .

11. Read and find Russian equivalents to the following English proverbs
and sayings. Express your thoughts on these topics and explain the meaning
of them.

* All covet, all lose.

* A bargain is a bargain.

* To angle with a silver hook.

* Better be born lucky than rich.

* An ass loaded with gold climbs to the top of the castle.

* Better be envied than pitied

12. Speaking.

1) Discuss with the group the following topic and solve the problem:

All other things unchanged, what happens to the demand curve for car
rentals if there is

(a) an increase in the price of fuel, (b) a decrease in family income, or (c) an
increase in the price of car rentals?

2) Discuss with your groupmates, how demand and supply for various goods
and services can vary and change according to different situations:

geographical location;

*change of the season;

evarious holidays;

epolitical situation;

seconomic situation.

Suggest your own criteria that can influence demand and supply.

13. Make a presentation.

Describe some peculiarities of demand and supply for various goods and
services in different countries.
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14. Read and translate the text, put 5 questions to it.
Supply & Demand Runs Our Economy

Supply and demand do not necessarily respond to price movements
proportionally. The degree to which price changes affect the product's demand
or supply is known as its price elasticity. Products with a high price elasticity of
demand will see wider fluctuations in demand based on the price. In contrast,
basic necessities will be relatively inelastic in price because people can't easily
do without them, meaning demand will change less relative to changes in the
price.

The law of demand holds that demand for a product changes inversely to its
price, all else being equal. Changes in demand levels as a function of a product's
price relative to buyers' income or resources are known as the income effect.

Naturally, there are exceptions. One is Giffen goods, typically low-priced
staples also known as inferior goods. Inferior goods are those that see a drop in
demand when incomes rise because consumers trade up to higher-quality
products. But when the price of an inferior good rises and demand goes up
because consumers use more of it in place of costlier alternatives, the substitution
effect turns the product into a Giffen good.

At the opposite end of the income and wealth spectrum, Veblen goods are
luxury goods that gain in value and consequently generate higher demand levels
as they rise in price because the price of these luxury goods signals (and may
even increase) the owner's status. Veblen goods are named for economist and
sociologist Thorstein Veblen, who developed the concept and coined the term
"conspicuous consumption" to describe it. Factors such as taxes and government
regulation, the market power of suppliers, the availability of substitute goods,
and economic cycles can all shift the supply or demand curves or alter their
shapes.

The Law of Supply and Demand is essential because it helps investors,
entrepreneurs, and economists understand and predict market conditions. For
example, a company considering a price hike on a product will typically expect
demand for it to decline as a result, and will attempt to estimate the price
elasticity and substitution effect to determine whether to proceed regardless.

What Is an Example of the Law of Supply and Demand? When gasoline
consumption plunged with the onset of the COVID-19 pandemic in 2020, prices
quickly followed suit because the industry ran out of storage space. The price
decline, in turn, served as a powerful signal to suppliers to curb gasoline
production. Conversely, crude oil prices in 2022 provided producers with
additional incentive to boost output.
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1. Read the words and learn them by heart. Make up your own

sentences with them.

Unit 3. MARKET

household

JOMaIllHee X03SIMUCTBO

small business

MaJIoe IpeNpHsITHE, MBI OU3HEC

local market

MECTHBIH PBIHOK

entrepreneurship MPEANPUHUMATEILCTBO

rent peHTa

procedure poIleTypa, TEXHOJIOTMYECKHUI TTPOLIECC
infrastructure uHbpPaCTPYKTypa

social relations colMalbHble OTHOLIEHHUS

fiat money OyMaKHbIC JICHBTH
arrangement COIJIallIeHUE, JOrOBOPEHHOCTh
trade / to trade TOPIOBJIs / TOProBaTh

tradable TOPTYEMBIi

to evaluate OIICHHUBAThH

to interact B3aMMOE€HCTBOBATE
interaction B3aUMOJIEICTBUE

commodity market

TOBapHBII PEIHOK

international currency

MeXKTyHapOIHas BaJIOTa

transaction

CACJIKa, TPAHCAKIUA

market participant

YYaCTHHUK pPbIHKa

influence / to influence smth

BJIMSIHUE / BIIMSTH HA YTO-JI.

allocation of resources

pacripe/iesieHIe pecypcoB

society 00111ecTBO

auction ayKLHMOH

wholesale market ONTOBBIA PHIHOK
delivery JIOCTaBKa

illegally HE3aKOHHO

virtual market BUPTYaJIbHBIA PHIHOK
negotiation MIEPErOBOPHI

to negotiate

BECTHU IICPETOBOPLI

legal tender

3aKOHHOC IIJIIaTC)KHOC CPCACTBO

2. Read the words paying attention to the transcription.
entrepreneurship [pntrapra n3:fip|

procedure |pra’si:d39|
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scarce resources |skeas 11'zo:s17]
infrastructure | mfrastrakt/s|
arrangement |0 'rernd3mont]
evaluate |1 vaeljuert]
currency | karansi|

society |so'sarti|

auction | o:kJon|

wholesale | hovlserl|

virtual | v3:tfual|
negotiation [n1gou 1 erfon|
negotiate [n1'gouiert|

3. Text

1. Before you start.

* What definitions can be given to the word market?
* What characteristics of the market can you name?
* What types of markets do you know?

2. Read and translate the text.

Market

A market is any one of a variety of systems, institutions, procedures, social
relations and infrastructures whereby businesses sell their goods, services and
labor to people in exchange for money. Goods and services are sold using a legal
tender such as fiat money. This activity forms part of the economy. It is an
arrangement that allows buyers and sellers to exchange items. Competition is
essential in markets, and separates market from trade. Two persons may trade,
but it takes at least three persons to have a market, so that there is competition
on at least one of its two sides. Markets vary in size, range, geographic scale,
location, types and variety of human communities, as well as the types of goods
and services traded. Some examples include local farmers' markets held in town
squares or parking lots, shopping centers and shopping malls, international
currency and commodity markets, legally created markets such as for pollution
permits, and illegal markets such as the market for illicit drugs.

In mainstream economics, the concept of a market is any structure that
allows buyers and sellers to exchange any type of goods, services and
information. The exchange of goods or services for money is a transaction.
Market participants consist of all the buyers and sellers of a good who influence
its price. This influence is a major study of economics and has given rise to
several theories and models concerning the basic market forces of supply and
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demand. There are two roles in markets, buyers and sellers. The market
facilitates trade and enables the distribution and allocation of resources in a
society. Markets allow any tradable item to be evaluated and priced. A market
emerges more or less spontaneously or is constructed deliberately by human
interaction in order to enable the exchange of rights of services and goods.

Historically, markets originated in physical marketplaces which would often
develop into - or from - small communities, towns and cities.

A market can be organized as an auction, as a private electronic market, as
a commodity wholesale market, as a shopping center, as a complex institution
such as a stock market, and as an informal discussion between two individuals.

Markets of varying types can spontaneously arise whenever a party has
interest in a good or service that some other party can provide. Hence there can
be a market for cigarettes in correctional facilities, another for chewing gum in
a playground, and yet another for contracts for the future delivery of a
commodity. There can be black markets, where a good is exchanged illegally
and virtual markets, such as eBay, in which buyers and sellers do not physically
interact during negotiation. There can also be markets for goods under a
command economy despite pressure to repress them.

4. Match the words with their definitions.
1. infrastructure | a. the amount of money for which something is sold

2. competition b. a group of shops together in one area, often in one
large building
3. auction c. an occasion when someone buys or sells something, or

when money is exchanged or the activity of buying or
selling something

4. shopping d. the activity of buying and selling, or exchanging,
center goods and/or services between people or countries

5. stock market e. the basic systems and structures that a country or
organization needs in order to work properly, for example
roads, railways, banks etc.

6. price f. a situation in which organizations try to be more
successful than other organizations

7. trade g. a public meeting where things are sold to the person
who offers the most money for them

8. transaction h. the business of buying and selling stocks and shares

5. Translate the following words and expressions into Russian.
1. command economy 2. tradable item
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3. illegal market 7.  buyers and sellers

4.  shopping mall 8.  legal tender

5. allocation of resources 9. evaluate

10. delivery of a commodity

6. labor

6. Translate the following words and expressions into English.

1.  pacmpeneneHue pecypcos 6.  CHIpocC U MpeIoKeHNe

2. ¢onmoBas bupxa 7.  ONTOBBIN PHIHOK TOBAPOB

3.  OyMaXHBIC NCHBIU 8. TOBBILIATH TOPTOBIIIO

4.  y4YaCTHHKH pbIHKA 9.  uepHbI pBIHOK

5. PBIHOK TOBapOB 10. BUPTyaJbHBIH PHIHOK

7. Choose the correct answer.

| AU is any one of a variety of systems, institutions, procedures, social
relations and infrastructures.

a) tender b) delivery ¢) market

2. Markets where a good is exchanged illegally is called .........
a) black markets b) shopping malls c) virtual markets

3. eBay is an example of .............
a) black market b) commodity market ¢) virtual market

4. A group of shops together in one area is called .............

a) commodity market b) illegal market ¢) shopping
center

5. A market is any structure that allows buyers and sellers to ......... any
type of goods or services.

a) sell b) buy ¢) exchange

8. Answer the questions.

1. What is a market?

2. What is a black market?

3. What is a virtual market?

4. What is needed for a market to function?
5. What is the role of market participants?
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9. Match 1-6 with a-f to make meaningful phrases. Use these phrases to
speak about market economy.

1) to have a) to maximum profits

2) to be free b) prices close to costs

3) to lead c) the right to own, control and dispose of real assets
4) to keep d) to buy, hire, and sell

5) to cause e) to laws and government regulations

6) to be subject

f) changes in market prices

10. Match 1-5 with a-e to make meaningful phrases.

1) to take a) the costs and expenses
2) to attract b) buyers

3) to cover ¢) a choice

4) to create d) to buy

5) to locate ) surveys

6) to persuade f) product

11. Express your point of view.

1. What is e-market? What do people usually sell/buy on e-markets?
2. Have you ever bought/sold anything on the Internet? What was it?
3. Are e-markets and e-commerce convenient? Why? Why not?
When answering, use the phrases:

To my mind ...
In my opinion ...

The fact is that ...
It is obvious that ...

On the one hand, ...on the other hand
If my memory serves me right ...

It seems to me that .
My personal view is that ...

. Personally, I think ...

In my experience ...

As far as I understand ...
From my point of view ...
If I am not mistaken ...

I am sure/certain/convinced that ...
This proves that ...
There is no doubt that ...

12. Fill the gaps with the following words:
“return or reward”, nature, rent, include, each, factors of production

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

resources, capital and entreprencurship. 2.............

factor of production has a

place in the economic system, and each has a particular function. People who
own or use a factor of production are expecting a 3............. .
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Natural resources are the things provided by 4............. that go into the
creation of goods and services. They 5............. such things as minerals,
wildlife and timber 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 6............. . Rent becomes income to workers, who own their
labor.

13. Decide whether the following statements are True or False.

1. Market is a place where sellers and buyers meet physically.

2. Prices ensure that scarce resources are allocated in accordance with the
society's needs.

3. In the market system the government regulates prices.

4. Prices are independent of the amount of demand and supply.

5. People’s desire to buy goods makes markets work.

14. Read and translate the text, put 5 questions to it.

How to identify market trends for long-term business planning

Keeping pace with market trends is never easy — day-to-day you’ve got a
business to run, after all. However, it’s important to acknowledge that industry
is ever-changing and in order to stay ahead of the curve and avoid competitors
passing you by you need to be able to move with the times for the benefit of
long-term business planning.

Market trend analysis needn’t be as scary as it sounds. It’s simply the
comparison of industry data over a set time period, designed to recognize any
consistent trends or results that could be used to map your business strategy -
aligning it with the general direction of your industry. Market trends tend to be
heavily influenced by consumer habits and behaviors. By carrying out the
following types of industry trend analysis you’ll be able to determine the moves
that could have a direct impact on your overall business performance:

Keep track of industry influencers and publications. As a busy entrepreneur,
being pressed for time is by no means a rarity! We don’t always have the time
or head space to be able to read through every interesting thought leadership
article within our respective industries, so how can we keep track of industry
developments? Social media is a powerful tool to keep track of industry
influencers, their points of view and ensure you remain part of the conversation.

Absorb up-to-date industry research and trends reports like a sponge. To
get a real picture of your industry landscape and determine the direction it is
heading in, you really need to be reading up on the wealth of industry reports.
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Make the most of digital tools and analytics to assess industry behavior. It’s
great because you can let these tools do all the legwork for you to help you
understand the bigger picture of your marketplace much more quickly. Digital
analytics can help you discover trends increasingly searched for by consumers
online. For instance, Google Trends displays a long-term overview of niche
trends while Google’s Keyword Planner allows you to search the most popular
keywords used by your target demographic online and the potential scale for
using and bidding on them for your business as part of a digital advertising
campaign.

Listen to your customers. It pays to talk to your customers. After all, they
are the ones that help put food on the table! Don’t be afraid to have a chat with
them and learn more about their pressure points to discover what more your
business can do to help them. Regular quantitative surveys of your existing
customer base or —if you’re a completely new start-up — your target market could
provide valuable insight into possible changes in their behaviors and needs.

Competitor observation. Most successful businesses don’t follow the
crowd; they innovate and break new ground in order to stand out from the noise.
However, observation of your competitors can often give you a good picture of
their market positioning and whether they are reacting to what could be seen as
an emerging trend. Competitor analysis doesn’t have to cost the earth. By simply
reviewing their website, customer reviews and social media channels it is
possible to understand how you compare to your competitors.

Unit 4. MARKET STRUCTURE AND COMPETITION

1. Read the words and learn them by heart. Make up your own
sentences with them.

feature 0COOCHHOCTb, YePTa, XaPAKTCPUCTHKA
enterprise MPEANPHUSITHE, TPSIPUHUMATEIHCTBO
to protect 3alUIIaTh

to benefit from smth W3BJICKATh BBITOY U3 YETO-JI.

to carry out IIPOBOJUTH, BBIIIOJIHATH

determinant OTIPEACTUTEINh, GaKTOP

to determine OIpeeIIsiTh, YCTAHABINBATh
monopsony MOHOIICOHHUS

economy of scale s dext macmTadba

to fulfil COOTBETCTBOBATh, YJOBJIETBOPSITh
monopoly MOHOIIOJIHUS

homogeneous OJIHOPOJIHBIM, TOMOTE€HHBIN
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unique

YHUKAJIbHbII

survival of the fittest

€CTECTBEHHBIH 0TOOD

public utility service

KOMMYHJIbHBIE YCIYTU

intervention BMEIIATEIECTBO

to impose taxes o0Jarate HaJIOTaMHU; B3UMATh HAJIOTH

mandatory 00s13aTeIbHBIN, TPUHYTUTCIBHBINA

to restrict OTpaHUYUBaTh

restriction OTpaHHYCHHE

identical MIEHTHYHBINA, OJUHAKOBLII

differentiated b hepeHIPOBAHHBINA

requirement TpeboBaHme

moderate YMEpPEHHBIN, CPETHHIT

oligopoly OJIMTOTIOJINS

to be engaged in smth 3aHUMATHCS YeM-THO0

distinct Pa3IMYHbIHI

economic entity XO3SIUCTBYIONIUI CYOBEKT, IKOHOMUUECKHIA
CyOBEKT

to occupy 3aHUMATh

substantial CYIIECTBCHHBIN, 3HAUNTEIILHBIH

2. Read the words paying attention to the transcription.

feature | fi:t[9

enterprise | entopraiz|

determinant |d1't3:minant]

determine |d1't3:min|

monopsony |ma nopsani|

monopoly |ma nopali
oligopoly | pli'gopali|

homogeneous | homo'd3i:nios|

unique [ju: ni:k|

differentiated | difs 'renfiertid|

identical |a1’ dentikl]|

distinct |d1’stikt|
survival [sor'varvl|

mandatory | maendatori|

requirement |r1' kwaromont]

entity | entit]
occupy | okjupai]

substantial |sab'sten/]|
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3. Text.

1. Before you start.

* What is competition?

* What competitive methods do you know? Are these methods always
legal?

* What are the consequences of competition?

* What market structures do you know?

2. Read and translate the text.

Market Structure

Economic competition is an essential feature of a free enterprise economy.
On the one hand, it protects the customers — they have the right of choice and
they benefit from the fact that competition keeps prices close to costs; on the
other hand, it makes producers and suppliers of scarce resources utilize them
economically, using most sophisticated technologies.

A market structure can be understood as a system for categorizing the
products and services offered by the firms, according to the nature and level of
competition in the market. A ‘market’ in economics is an actual or virtual area
where sellers and buyers communicate to carry out trade activities.

Determinants of Market Structure

The market type for any product or service is decided by the following
factors:

« Number of Sellers: The number of firms selling a particular product on the
market, determines the level of competition.

- Number of Buyers: Buyers decide the demand for a particular product. A
monopsony market has multiple sellers and a single buyer who influences the
price of the product.

« Economies of Scale (the size of the firm or the level of production) If the
output is done on such a large scale that it fulfils the market demand solely, it
may create a monopoly market.

«Nature of Product: If the products offered by different sellers are
homogeneous, it lies in a perfect competition market. If it is unique and has no
other substitute, it creates a monopoly in the market.

« Entry Barriers: The market runs on the rule ‘survival of the fittest’ where
weak firms exit and strong ones survive. There are some public utility service
markets which run on monopoly by the government like post offices, railways,
water supply, etc.
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- Government Intervention: Some markets are indirectly controlled by the
government. The government either imposes heavy taxes or makes
the business license mandatory to restrict the entry of firms.

Forms of Market Structure

Based on the above determinants, the market structure can be classified into
four broad categories.

- Perfect Competition

It is a market where a large number of small firms compete by selling the
same kind of products at the same prices (prices determined by the market) to
earn a low-profit-margin. The firms freely enter and exit, and there is no
government restriction. For Example; the farmers’ market can be seen as the
most common examples of a perfect competition market. Here, all the sellers are
engaged in selling identical products at a single price.

- Monopolistic Competition

It is a market where a large number of sellers trade in differentiated products
at a different price to meet the requirement of many buyers. They aim at
moderate profits in a reasonably competitive market where the firms are free to
enter, and exit and government don’t control the market activities. For Example;
a company producing cooking oil has a differentiated product which it has to sell
at a competitive or reasonable price to the buyers.

- Oligopoly

Oligopoly is a market where there is a limited number of large sellers who
are engaged in selling similar or distinct products at high prices in a less
competitive market. The government exercise some control over the business
activities and entry of firms is quite restricted. For Example; the cement industry,
the firms manufacturing mobile phones.

- Monopoly

This term means such a situation on the market, when only one firm operates
on it. At the same time there is no competition at all or no similar goods or
services are produced by anyone. The firm thus creates high profitability. The
entry of other firms is highly restricted, and government exercise complete
control over the activities. There are different kinds of monopolies. For example:

.a natural monopoly when an economic entity occupies a privileged
position in the market. Examples: utility companies (both public and private);

«a pure monopoly when there is only one provider of a certain type of
service or goods;
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Features of Different Forms of Market Structure

Features Perfect Monopolistic Oligopol Monopol

Category Competition Competition gopoly poly

Number of Many Several Few Single

Firms

Nature of Homogeneous | Differentiated Homogeneous or | Unique

Product Differentiated

Firm’s Control | No Little Substantial Complete

Over Price

Entry Free Free Restricted Highly
Restricted

Size of the Small Small Large Very Large

Firms

Product Price | Uniform Differentiated High Uniform

Government No No Some Yes

Intervention

Profit Making | Low Medium High High

Possibility

4. Translate into English.
BIIUSITH HA LICHY
a¢dekt Macmraba
YIAOBICTBOPSTH PHIHOYHEIHN CITPOC
OJIHOPOJHBII
PBIHOK COBEPIIICHHON KOHKYPEHIINN
BBDKHMBAET CUJIbHEUTITHI
KOMMYHAaJIbHBIC YCITYTH
BBOJUTH HAJIOTH
HU3Kasi peHTa0eIbHOCTh
10. rocynapcTBEHHOE OrpaHUYEHHUE
11. muddepeHnmpoBaHHBIC TPOTYKTHI
12. MOHOMOJMCTHYECKAS KOHKYPCHITHS
13. ymepennas npuObLIb
14. ducras MOHOTIOHS

S A
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5. Match the words and phrases with the definitions.

1 |scale A | to have an influence on someone or something
2 | supply B | the possibility of getting the right to use or look at
something
3 |equal C | a state of balance
4 | affect D | looking or being almost, but not exactly, the same
5 | substitute E | the same in amount, number or size, or the same in
importance
6 |access F | to provide something that is needed
7 |equilibrium |G |to try to be more successful than someone else
8 | demand H | a limit or boundary of any kind
9 | structure I | money which is earned in trade or business
10 | barrier J | adevice for weighing things or people
11 | similar K | to call for or require something
12 | market share | L |the way in which the parts of a system are arranged
or organized
13 | compete M | the number of things that a company sells
compared with the number of things of the same
type that other companies sell
14 | profit N | a thing that is used instead of another thing
6. Read and decide whether these statements are true or false.
1. Market structure describes how competitive a market is.
2. Perfect competition and pure monopoly are opposites.
3. In perfect competition, every company makes a different product.
4. Perfect competition makes it easy for new companies to start trading.
5. When there is perfect competition, companies are able to set any price

they want.
6. Competition makes prices higher.

7. Match the following descriptions with the appropriate market

structure?
a) An industry with significant barriers to entry and a single supplier
b) A highly concentrated market with just a few interdependent firms
¢) A highly competitive market with slightly differentiated products
d) A highly competitive market where firms are price takers
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8. Choose the best answer A, B or C from the list.
1. Companies usually have a ....... with senior managers at the top and
employees at the bottom.
A shape B structure C building
2. McDonald’s has a very big ......... of the fast-food market.
A piece B part C market share
3. A perfect economic system may never ..........
Ais B live C exist
4.A ... monopoly means an absolute or complete monopoly.
A pure B good C clean
5. Countries have been .......... with each other for thousands of years.
A shopping B trading C selling
6. The ......... point is where two things are balanced against each other.
A equilibrium B middle C equal
7. Honey is a healthier ....... for sugar to make things sweet.
A difference B addition C substitute

9. Choose the right answer
1. Which of these sentences is correct?

a) In a purely competitive market structure one firm is the sole producer or
seller of a good or service.

b) Buyers’ easy access to information on the products and prices is
necessary for pure monopoly to exist.

¢) Both perfect competition and pure monopoly have many sellers of the
same product.

d) The aim of any seller is to attract many buyers to his product in order to
earn a profit.

2. Which of these sentences is correct?

a) The goal of a company in purely competitive market structure is to get a
larger share of the market.

b) The goal of a company in purely competitive market structure is to hide
the information on the products and prices.

¢) The goal of a company in purely competitive market structure is to enter
an unprofitable industry.

d) The goal of a company in purely competitive market structure is to
control prices on goods or services.

3. Which of the following is the most competitive market structure?
a) Perfect competition
b) Monopolistic competition
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c) Oligopoly
d) Monopoly
4. Which of the following is the least competitive market structure?

a) Perfect competition
b) Monopolistic competition
c) Oligopoly
d) Monopoly

5. Which of the following is NOT a feature of monopolistic competition?
a) Numerous sellers
b) Product differentiation
c) Numerous buyers
d) Homogenous products

10. Read the text. Use the words given in capitals on the right to form a
word that fits in the gap in the same line.

GOVERN RUN PROTECT COMPLETE FREE

In a capitalist society, the economy and the state are 1............. separated.
Most companies, factories, goods and services are owned by private firms and
individuals rather than the 2............. . In such a society, the government
provides only the 3............. for the rights of each individual; it does not get
involved in the day-to-day 4............. of firms and households. This means that
capitalism allows people the 5............. to create and accumulate wealth
through individual effort.

11. Answer the questions.

What is a market?

What do we mean by market structure?

What are the four basic types of market structure?

What is perfect competition?

What are the characteristics of a purely competitive market?
What does homogeneous mean?

What is a price-taker?

What does easy entry mean?

What are the characteristics of a monopolistic competitive market?
What is an oligopoly market structure?

What is a monopoly market structure?

200NN R W =

— O
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12. Test. Choose the one alternative that best completes the statement
or answers the question.

1) What is the difference between perfect competition and monopolistic
competition?

A) Perfect competition has a large number of small firms while monopolistic
competition does not.

B) In perfect competition, firms produce identical goods, while in
monopolistic competition, firms produce slightly different goods.

C) Perfect competition has no barriers to entry, while monopolistic
competition does.

D) Perfect competition has barriers to entry while monopolistic competition
does not.

2) The market type known as perfect competition is

A) almost free from competition and firms earn large profits.

B) highly competitive and firms find it impossible to earn an economic
profit in the long run.

C) dominated by fierce advertising campaigns.

D) marked by firms continuously trying to change their products so that
consumers prefer their product to their competitors' products.

3) Which of the following market types has all firms selling products so
identical that buyers do not care from which firm they buy?

A) perfect competition

B) oligopoly

C) monopolistic competition

D) monopoly

4) Perfect competition is characterized by all of the following EXCEPT

A) well-informed buyers and sellers with respect to prices.

B) a large number of buyers and sellers.

C) no restrictions on entry into or exit from the industry.

D) considerable advertising by individual firms.

5) Which of the following is the best example of a perfectly competitive
market?

A) diamonds

B) athletic shoes

C) soft drinks

D) farming

6) Which of the following market types has the fewest number of firms?

A) perfect competition

B) monopoly
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C) monopolistic competition

D) oligopoly

7) Which of the following market types has a large number of firms that sell
similar but slightly different products?

A) perfect competition

B) oligopoly

C) monopolistic competition

D) monopoly

8) Which of the following market types has only a few competing firms?

A) perfect competition

B) monopolistic competition

C) monopoly

D) oligopoly

9) In a perfectly competitive market, the type of decision a firm has to make
is different in the short run than in the long run. Which of the following is an
example of a perfectly competitive firm's short-run decision?

A) what price to charge buyers for the product

B) whether or not to enter or exit an industry

C) the profit-maximizing level of output

D) how much to spend on advertising and sales promotion

10) A price-taking firm

A) cannot influence the price of the product it sells.

B) talks to rival firms to determine the best price for all of them to charge.

C) sets the product's price to whatever level the owner decides upon.

D) asks the government to set the price of its product.

11) A large number of sellers all selling an identical product implies which
of the following?

A) horizontal market supply curves

B) large losses by all sellers

C) the inability of any seller to change the price of the product

D) market chaos

12) Perfectly competitive firms are price takers because

A) each firm is very large.

B) there are no good substitutes for their goods.

C) many other firms produce identical products.

D) their demand curves are downward sloping.
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13. For each of the verbs below, three of the four words or expressions
fit. In each case circle the one that does not fit.

1.do a) business b) a profit
c) ajob d) a deal
2. make a) money b) business
c) aloss d) a decision
3. take a) a long time b) a decision
c) appropriate measures d) a deadline
4. have a) progress b) something to eat
¢) shares in a company d) a meeting
5. meet a) a deadline expectation | b) customer*s
¢) an appointment d) a target
6. launch a) a product b) a ship
¢) a campaign d) a team
7. cut a) costs b) jobs
¢) a decision d) a price
8. carry out a) a meeting b) duties
¢) research survey d) a market
9. achieve a) progress b) a breakthrough
c)ajob d) little
10. reach a) a decision b) a strategy
¢) an agreement d) a target

14. Read and translate the text, put 5 questions to it.

What is an Oligopolistic Market or Oligopoly?

The primary idea behind an oligopolistic market (an oligopoly) is that a few
companies rule over many in a particular market or industry. Because of a
limited number of players in an oligopolistic market, competition is limited,
allowing every firm to operate successfully. The firms comprise an oligopolistic
market, making it possible for already-existing smaller businesses to operate in
a market dominated by a few.

For example, major airlines like American Airlines and United Airlines
dominate the flight industry; however, smaller airlines also operate within the
space, offering special flights in the holiday niche or offering unique services,
providing special guest singers and entertainment on certain flights.

The businesses are generally the trend and price setters, seeking out and
forming partnerships and deals that establish prices that are higher than the ruling
companies’ marginal costs. It means that oligopoly firms set prices to maximize
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their own profit. Ultimately, it leads to partnerships and collaborations that foster
success for themselves and other firms, specifically smaller companies operating
within the same market or industry.

If one firm in a market lowers its prices on goods and services, attaining
optimal sales growth, firms in direct competition usually follow suit, often
creating a price war. Oligopoly companies generally do not enter such price wars
and, instead, tend to funnel more money into research to improve their goods
and services and into advertising that highlights the superiority of what they offer
over other companies with similar products.

Firms in an oligopoly set prices, whether collectively- in a cartel - or under
the leadership of one firm, rather than taking prices from the market. Profit
margins are thus higher than they would be in a more competitive market.

Oligopolies in history include steel manufacturers, oil companies, tire
manufacturing, grocery store chains, and wireless carriers. The economic and
legal concern is that an oligopoly can block new entrants, slow innovation, and
increase prices, all of which harm consumers.

Governments sometimes respond to oligopolies with laws against price-
fixing and collusion. Yet, a cartel can price fix if they operate beyond the reach
or with the blessing of governments. OPEC is one example of this since it is a
cartel of oil-producing states with no overarching authority.

One measure that shows if an oligopoly is present is the concentration ratio,
which calculates the size of companies in comparison to their industry. Today,
several well-known oligopolies exist. Some of these include well-known or
household names in key industries or sectors. Instances where a high
concentration ratio is present include mass media. In the U.S., for example, the
sector is dominated by just five companies: NBC Universal; Walt Disney; Time
Warner; Viacom CBS; and News Corporation—even as streaming services like
Netflix and Amazon Prime begin to encroach on this market. Meanwhile, within
big tech, two companies control smartphone operating systems: Google Android
and Apple i0S.

Unit S. MARKETING AND SALES

1. Read the words and learn them by heart. Make up your own
sentences with them.

to identify UACHTH()HUIIMPOBATh, PACIIO3HABATH
to anticipate MPEIBUIACTD, 0KHUIATh

requirement TpeboBaHue, TOTPEOHOCTh

to persuade, convince yOSKIAT
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to provide the benefits

npeaoCTaBsATh BbITOAY, MPCUMYHICCTBA

to find out

BBISICHATDH, Y3HABATH

to carry out research MIPOBOJIUTH UCCIIEAOBAHKE
improvement yJAy4IlIeHUE, YCOBEPIICHCTBOBAHUE
to come up IMOJHUMATECS, JOCTUTATh
promotion MPOJABUKCHHE

retail outlet pO3HHUYHAs TOProBasi TOUKa

to stock UMETh B HAJTMYNH, B MIPOJAXKE

sales force

TOPTOBBIN TIEPCOHAI

to go hand in hand

UITH pyKa 00 pyKy

boundary I'paHMIIA, YepTa
acceptable behavior MpUEMJIEMOE TTOBEICHUE
placement pa3melieHue

to charge the price Ha3HAYaTh [ICHY
competitor KOHKYPEHT

average prices CPEIHHUE TICHBI

to establish YCTaHaBJIMBATh

channel of distribution

KaHaJ cObITa

wholesaler

ONTOBBIN MPOJIaBeI]

retailer PO3HUYHBIN ITPOJIABEIL

to involve BKJIKOYATh

fair sipMapKa

on a voluntary basis Ha JJOOPOBOJBLHOW OCHOBE
authority OpraH, yIpaBJeHUE
refund BO3BpAT JICHET

Annual Percentage Rate

roaoBas NpouCcHTHAsA CTaBKa

to change one’s mind

nepeaymMarhb

obligation

00513aTEILCTBO, 00SI3aHHOCTh

to disclose information

packpbIBaTh HH()OPMAIIHIO

2. Read the words paying attention to the transcription.

identify |ar' dentrfai|

anticipate |aen tisipert|

persuade |pa’sweird|

wholesaler | hovlsetlo|

authority |o: Borrti]
average | @vorid3|
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3. Text

1. Before you start.

* What types of needs do you know? What do they include?
* What kind of needs do you have?

*How can you define wants?

*Do wants always satisfy needs?

*When do wants become demands?

2. Read and translate the text.

Marketing and sales

Marketing is the process of identifying, anticipating and then meeting the
needs and requirements of consumers in order to make a profit. In contrast,
selling involves persuading customers that your products or services provide the
benefits that they are looking for.

You can therefore see that there is an important difference between
marketing and sales. Marketing puts the needs of the customer first. Through
market research, it is possible to find out about customer tastes and requirements.

In contrast selling takes place after marketing has helped the business to
identify those sorts of goods that customers are looking for. The sales person is
convinced that theirs is the best in the market. It is their job to then convince
customers that this is the case.

The marketing department of a firm that produces razors like BIC or Gillette
carries out research to find out the sorts of shaving developments that their
customers are looking for. They ask customers to tell them what improvements
they would like to see to existing products and what new products they would
like developing. They test a range of possible products on customers. As a result
of the marketing process, they are able to come up with the most suitable
products.

Having invested so much in customer focused marketing they must then sell
the benefits of the new product developments to customers. This involves
advertising and promotion to communicate product benefits. It involves
providing the appropriate support literature and direct selling to retail outlets that
will stock the new razors. The sales force is effectively selling the benefits of the
new products. These benefits were developed as a result of market and product
research. Marketing and sales therefore go hand in hand.

Marketing is all about finding out what the customer wants. Selling is all
about showing the customer that you can please them by providing them with
the products that they want.
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Marketing is designed to achieve profitable sales. It involves the use of
powerful tools to manipulate the decisions of individuals and of other firms in
the private and public sectors. This means that boundaries must be set to define
the limits of acceptable behavior.

Marketing can be divided into four main elements that are known as the four
P’s: product, price, placement and promotion. Marketing analysts often look at
a combination of these four factors. This combination of the four P’s is known
as the marketing mix.

The product element of marketing refers to the good or service that a
company wants to sell. Next a company considers the price to charge for its
product. There are three pricing options the company may take: above,
with or below the prices that its competitors are charging. Most companies price
with the market and sell their goods or services for average prices established by
major producers in the industry.

The third element of the marketing process placement involves getting the
product to the customer. A common channel of distribution is: manufacturer
—wholesaler — retailer — customer. Communication about the product takes
place between a buyer and a seller and is known as promotion. Promotion
involves considering the packaging and presentation of the product, its image,
the product name, advertising and slogans, brochures, trade exhibitions, fairs...

Some limitations are imposed on a voluntary basis by firms themselves and
by industry-based organizations such as the Advertising Standards Authority.
But the law must provide the ultimate source of regulation in areas such as:

- consumer protection: laws regulating product safety, honesty in product
description and rights to refunds and exchanges;

- credit: laws requiring lenders to provide full information about a loan
including the Annual Percentage Rate (APR); also giving time for borrowers to
change their minds;

- information: obligation not to disclose information held about consumers;

- child protection: age limits for the sale of alcohol and tobacco products;
film certification.

Overall, the law has to find a balance between the importance of profitable
business enterprise and the need to protect consumers from unfair or anti-social
marketing activity.

4. Match the words with their definitions.

1. marketing a. a company, organization, or business

2. refund b. a person who buys goods or services for their own use

40



3. enterprise

c. a part of an organization such as a school, business, or
government that deals with a particular area of study or work

4. obligation

d. an amount of money that is given back to you if you are not
satisfied with the goods or services that you have paid for

5. borrower e. a moral or legal duty to do something

6. consumer f. an occasion when something gets better or when you make it
better

7. research g. the activity of deciding how to advertise a product

8. department

h. a detailed study of a subject in order to discover information
or achieve a new understanding of it

9. promotion

i. someone who has borrowed money and has not yet paid it all
back

10. improvement

]. activities to advertise something

. Translate the following words and expressions into English.

. IpoJaBely

. pasrinamare nH(opMaIHIo
. TOJIOBasl MPOIICHTHAS CTaBKa
. BBITOTHBIN COBIT

. IPOJBMKECHHE (TOBapa)

. peximama

. TOPTOBBIN TIEpcoHaN
. 3alllKTAa MPaB MOTpeOUTENeH
0. MapKeTHUHIOBBIN OTJEN

5
1
2
3
4
5. MarasuH po3HUYHOM NpOoJaxu
6
7
8
9
1

6. Translate the following words and expressions into Russian.
. to manipulate the decisions of individuals
. private and public sectors
. to make a profit

. limitations

. industry-based organizations

. loan

. market and product research
. to change mind
0. to use powerful tools

1
2
3
4
5
6. product safety
7
8
9
1

7. Choose the correct answer.
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Lo, is the process of identifying, anticipating and then meeting the
needs and requirements of consumers.

a) refund b) product safety c¢) marketing

2. Communicating product benefits includes .......... and promotion.

a) product research b) advertising ¢) product safety

3. Marketing involves the use of powerful tools to ............. the decisions
of individuals.

a) manipulate b) change ¢) encroach

4. The .......... is effectively selling the benefits of the new products.

a) marketing b) sales force ¢) promotion

5. Thejobof............ is to convenience customers.

a) sales person  b) manager ¢) consumer

8. Say if the sentences are true or false:

1. Four P’s are product, price, process and promotion .

2. The marketing strategies of determining product, price, placement and
promotion are not planned in isolation.

3. Most companies charge higher prices than the prices of competitors to get
the profit.

4. Retailers generally sell large quantities of a product to wholesalers, and
wholesalers usually sell smaller quantities to customers.

5. Promotion involves presenting the product to the customer.

. Match the beginning and end of the sentence:

. The purpose of marketing is..........

. Placement involves.......

. The combination of the four P’s is known as ............

. Buying, selling, market research, transportation, storage, advertising are

W= \O

5. The product element of marketing refers to .........
a) the marketing mix.

b) getting the product to the customer.

¢) to create a situation in which a sale can be made.
d) parts of marketing.

e) the good or service that a company wants to sell.
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10. Choose the appropriate one from the italicized words and insert it
into the sentence:

1.Factory representatives (distribution / distribute) products to wholesalers
and retailers.

2.0ur (production / productive) is very successful.

3.His (retailer / retail) business in Canada is expanding now.

4.Both the buyer and the seller must be (satisfaction / satisfied).

5.Sony is a major (competitor / compete) of General Electric.

11. Match the questions with the statements that follow them.

1. What sciences is marketing connected with?

2. Do low prices always increase sales of the product?

3. What is very important for marketing strategy of the company?

4. How can customers be influenced?

5. Why are companies continually developing new products to replace
products with declining sales?

a) A price that is too low can reduce the number of sales just as much as a
price that is too high.

b) Marketing is influenced by many of the social sciences, particularly
psychology, sociology, and economics.

¢) Products have a life cycle.

d) The company focuses its activities and products on consumer demands.

e) Marketers try to influence persons' intentions to buy by making the
product attractive, affordable, and easily available.

12. Answer the questions.

. What is marketing?

. What is sales force?

. What should be done to increase sales?

. What limitations are provided by the ultimate source of regulation?
. What is the job of a sales person?

. What components does marketing include?

. What is a marketing mix?

~N N kAW

13. a) Find 11 common words connected with marketing in the word
square. Four of them are vertical, six are horizontal, and one is diagonal.
RIQ/A|l |J|K|L|M|P|L|A|N
C/U|S T|OM|E|IR|S|P|O |Q
A/A|/S |M|A R |K|E|T|I |[N |G
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HIL[D/L|F|G[H[J[T[S]T |O
o1 |[EE|F|/W|R|U|U[Cc|V O
JIT/MIA|G|Y|B|B|C|E|A D
LY|A T |H|T |[R|U|B|D|U]|S
N|QIN|P [R|O|D/U|C|T QP
Oo/sS|D/T|T/R|V|G|H|T |W|R
o/M|S EIR/V|I|C|E|S|X]|E
D1 [K|T [R|E|S|E|A|R|C |H
D X|X|A|P|Q|U/A[N|A|F |H

1o, 2 3, A i,

S e, 6 oo, T, 8. oo,

9. e, 10 e, e,

b) Fill the gaps by choosing the words from the square to complete the
text below:

Marketers and all levels of management realize the vital importance of
| U . This has become the watchword of good business. 2............. and
experience has shown that 3............. will pay more for 4............. and
S of high quality, and also that they expect every aspect of the
(TP , including 7............. , to meet the highest standards. The job of
Marketers is to designa _8............. Qi witha 10............. of all the
necessary components to satisfy consumer 11.............

¢) Find words in the previous text that mean the same as the following:
« Users of products and services

« People who buy products and services

« Business professionals who work in the field of marketing

o Studies

« The extent to which consumers want something

o The movement of goods and services from the produced to the consumer
o The combination of factors that makes up a marketing plan

14. Fill in the missing words in the table:

Verb Agent General noun
1. market marketer
2. distribute
3. competition
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4. advertising; advertisement
5. supplier
6. sponsor
7. consume
8. produce
9. analyst
10. researcher
11. import
12. promoter
15. Role play.

1) You are a representative of the marketing department. Study the opinions
of customers, find out about their preferences, what changes they would like to
see in your products, what new products and services they would like to see on
the market.

2) You are a shop assistant. Try to convince the buyer that your product is
the best on the market, and this is exactly what the buyer needs.

16. Speaking.

a) What other types of marketing do you know? Find information in the
internet and prepare a report.

b) Describe the buying patterns women exhibit versus men.

17. Read and translate the text, put 5 questions to it.

Consumer Behavior: How People Make Buying Decisions?

Why do you buy the things? How did you decide to go to the university
you‘re attending? Where do you like to shop and when? Do your friends shop at
the same places or different places? Marketing professionals want to know the
answers to these questions. They know that once they do have those answers,
they will have a much better chance of creating and communicating about
products that you and people like you will want to buy. That‘s what the study of
consumer behavior is all about.

Consumer behavior considers the many reasons why - personal, situational,
psychological, and social - people shop for products, buy and use them, and then
dispose of them.

Stage 1. Need Recognition

Perhaps you‘re planning to backpack around the country after you graduate,
but you don‘t have a particularly good backpack. Marketers often try to stimulate
consumers into realizing they have a need for a product. For example, previews
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at movie theaters. How many times have you have heard about a movie and had
no interest in it - until you saw the preview? Afterward, you felt like had to see
it.
Consumer Stage 2. Information search
Decision-Making Process Maybe you have owned several
backpacks and know what you like and
: don‘t like about them. Or, there might be
(= Informstion Sedick I a particular brand that you‘ve purchased

® Need Recognition |

Cultural, Soclal,

et e Evaluation | in the past that you liked and want to
e S Arsrmatiens purchase in the future. This is a great
Sallsteny — position for the company that owns the
Postpurchase brand to be in - something firms strive

@ » Behavior I

for. Why? Because it often means you
will limit your search and simply buy their brand again.

If what you already know about backpacks doesn‘t provide you with enough
information, you‘ll probably continue to gather information from various
sources. Frequently people ask friends, family, and neighbors about their
experiences with products. Internet shopping sites such as Amazon.com have
become a common source of information about products. Amazon.com also
offers product reviews written by consumers. People prefer “independent”
sources such as this when they are looking for product information. However,
they also often consult nonneutral sources of information, such advertisements,
brochures, company Web sites, and salespeople.

Stage 3. Evaluation

Obviously, there are hundreds of different backpacks available to choose
from. It‘s not possible for you to examine all of them. Consequently, you develop
what‘s called evaluative criteria to help you narrow down your choices.

Evaluative criteria are certain characteristics that are important to you such
as the price of the backpack, the size, the number of compartments, and color.
Some of these characteristics are more important than others. Marketing
professionals want to convince you that the evaluative criteria you are
considering reflect the strengths of their products.

Stage 4. Purchase

Stage 4 is the point at which you decide what backpack to purchase.
However, in addition to the backpack, you are probably also making other
decisions at this stage, including where and how to purchase the backpack and
on what terms. Maybe the backpack was cheaper at one store than another, but
the salesperson there was rude. Or maybe you decide to order online because
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you‘re too busy to go to the mall. Other decisions, particularly those related to
big ticket items, are made at this point.

Stage 5. Postpurchase Evaluation

At this point in the process you decide whether the backpack you purchased
is everything it was cracked up to be. Hopefully it is. If it‘s not, you‘re likely to
suffer what‘s called postpurchase dissonance. You might call it buyer’s remorse.
You want to feel good about your purchase, but you don‘t. You begin to wonder
whether you should have waited to get a better price, purchased something else,
or gathered more information first. Consumers commonly feel this way, which
is a problem for sellers. If you don‘t feel good about what you‘ve purchased from
them, you might return the item and never purchase anything from them again.
Or, worse yet, you might tell everyone you know how bad the product was.

(Source: Principles of Marketing http://www.saylor.org)

18. Answer the questions and discuss your results in the group.

1. Before you buy something, do you shop around in different places?

a. always b. sometimes  c. never

2. Are you easily taken in by adverts and the appearances of products?

a. always b. sometimes  c. never

3. When you buy something, do you ever throw away the receipt?

a. always b. sometimes  ¢. never

4. Before you buy clothes, do you try them on first?

a. always b. sometimes  c. never

5. When you buy a gadget, do you read through the guarantee and

conditions?

a. always b. sometimes  c. never

6. If you have a problem with a product, do you take it back to the shop as
soon as possible with the receipt, guarantee and packaging?

a. always b. sometimes  c. never

7. When you take something back, do you go up to a shop assistant and start
off by explaining the problem politely?

a. always b. sometimes  c. never

8. Have you ever rung up your local consumer protection organization to
help you out with a problem?

a.yes b. no c. never
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Unit 6. BUSINESS ORGANIZATIONS
1. Read the words and learn them by heart. Make up your own

sentences with them.

to run a business

BecTH Ou3Hec

business organization

KOMMCPYCCKasda opraHu3anusa

to own BJIAJIeTh, IPUHAUIEKATh
individual (sole) | mEIUBUAYaTBHOE TIPEAIPUSTHE
proprietorship

proprietor, owner

CO6CTBCHHI/IK, BJIaACJICI, XO3AHUH

sole trader

YaCTHBIN MNpCaAIPUHHUMATCIIb

entirely [MOJIHOCTBIO, LETUKOM
business affairs JIENIOBLIC OTHOIIEHMS, JIea
debt JTOJIT

to consult smb

COBCTOBATHCA C KEM-JI., KOHCYJbTHPOBATHCA

to make a decision

IMPUHHUMATH PCHICHUC

to share JIENTUTH
share JIOJISI, aKIUst
to bear HECTH (Pacxo/bl, OTBETCTBEHHOCTD M T. II.)

to bear responsibility
to bear the expenses (losses)

Hecmu 0meemcmeeHHOCHb
Hecmu pacxoowvl (nomepu)

to raise capital

IMPUBJICKATH KallUTaJ

liability OTBETCTBEHHOCTb

limited liability 02PAHUYEHHASL OMBETNCMEEHHOCTIb
unlimited liability HeO2PAHUYCHHAS. OMBEMCMECHHOCHLb
to go bankrupt 00aHKPOTHTBHCS

bankruptcy 0aHKPOTCTBO, HECOCTOSITEIILHOCTD

to contribute

JACJIaTh BKJIad, OTAAaBaATh

draw up an agreement

COCTAaBUTH COIJIAIICHUE, COCTABUTb JOT'OBOP

to sue smb. for smth
to sue smb for damages

IpeabABIIATh UCK KOMY-JI. O YEM-JI.
npedbﬂmﬂmb KOMY-1. UCK O 603MeuleHuu

yuepba

fortune

00raTcTBO, COCTOSIHUE

general partner

IJIABHBIN apTHEP

private limited company

gacTHas (3aKpHITast) KOMIIAHUS C
OTPaHNYEHHON OTBETCTBEHHOCTHIO

public limited company (plc)

nyOnn4Has (OTKphITasi) KOMITAHUS C
OTrpaHUYEHHOH OTBETCTBEHHOCTHIO

stock market, stock exchange

(hOHIOBBIN PBIHOK, (DOHIOBAs OUpIKa

to be listed on smth

KOTHUPOBATLCA HA
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shareholder aKIMOHED

to appoint Ha3HA4aTh

authorized share capital YCTaBHbII KaluTaJl

to issue BBIITYCKATh (B 00paleHue)
Articles of Association YcraB

2. Read the words paying attention to the transcription.
individual [indr' vidzual|
proprietor |pra’praioto|
entirely [in'taroli|

debt |det]|

bear |beo|

bankrupt | baenkrapt]|
bankruptcy | bankraptsi|
sue |su:|

fortune |'fo:tfu:n|
authorized | 0:09raizd|
issue |'1fu]

association |asou (1 e1fan|

3. Read and translate the text.

Business Organizations

There are different ways to run a business. Business organizations belong to
either the private or the public sector. The private sector consists of companies
belonging to private individuals, and the public sector of companies owned by
the government of the country.

There are various types of business organizations, which operate in the
private sector. The simplest form is an individual proprietorship run by a sole
trader (entrepreneur): for example, a shop or a taxi owned by a single person
who is entirely responsible for all the business affairs, for all aspects of
management and, thus, for any debts. This type of organization has certain
advantages and disadvantages. Sole trader doesn’t have to consult anyone else
when making decisions, the profits don’t have to be shared with anyone else. But
a sole trader has to bear 100% of the risks of his company. For this reason, he
may have more difficulties raising capital. A sole trader has unlimited
liability for his company, which means that if he goes bankrupt, he may lose
both his company and his personal property.

If two or more individuals wish to go into business together, they can form
a partnership. Partners generally contribute equal capital, draw up an
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agreement defining the rights, responsibilities and liabilities of each partner,
such as how the profits are to be distributed and what part each partner is to play
in managing the company. On the one hand, these people are free from
anybody’s influence from outside, but on the other hand, partners may find their
personal property at risk if creditors sue them. In many countries doctors,
lawyers and accountants are not allowed to form companies, but only
partnerships with unlimited liability — which should make them act responsibly
as in the case of bankruptcy, a partner with a personal fortune can lose it all.

There is another type of partnership — limited or special partnership,
consisting of at least one general partner with unlimited liability and at least one
limited partner whose liability is limited to the capital he invested. The limited
partners don’t bear the risk of losing their personal property if the company goes
bankrupt, but they also have no say in how the business is run.

Limited company (or corporation) is a kind of legal entity, with the right
to sue and to be sued. The members of a limited company have limited liability.
This means that if the business has difficulties, the members can be sued as
participants of this business, not as individuals, and can be made to pay its debts
only up to a certain limit. A limited liability company has the word “limited”
or abbreviation “Itd” after its name.

Many large businesses in the UK are public limited companies (plc), which
means that the public can buy and sell their shares on the open stock market.
Examples include Marks and Spencer, British Telecom and the National
Westminster Bank. They raise capital by selling shares to the public, and these
shares are listed on the Stock Exchange. The minimum share capital for a public
limited company is 50, 000 pounds.

Another type of limited company is private limited company. In Britain,
most of smaller enterprises are private limited companies. A company can be
formed with a minimum of two people becoming its shareholders. They must
appoint a director and a company secretary. The company cannot offer shares to
the public. Their owners can only raise capital from friends or from banks. If the
company goes out of business, the responsibility of each shareholder is limited
to the amount that they have contributed; they have limited liability.

And, as we know, firms in the public sector are owned by the government,
for example the post office or the railway.

4. Answer the questions.

1) What companies do the private and the public sectors consist of?
2) What are the examples of individual proprietorships?

3) Who is responsible for running business in such organizations?
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4) What are the advantages and disadvantages of individual proprietorships?
5) Who can form a partnership?

6) What does unlimited liability mean?

7) What is the advantage of limited or special partnership?

8) Can private limited companies offer shares to the public?

9) How can these companies raise capital?

10) What are the examples of companies owned by a government?

5. Find English equivalents in the text.

1. BecTu Ou3HEC

2.  IOpHINYECKOE JHI0

3. WHOUBUAYaJIbHBIN NpeANpUHUMATEID

4. OTBETCTBEHHOCTH KaXJIOTO aKI[HOHEPA

5. OTBETCTBEHHOCTb 3a BCE ACHEKThI YIIPABICHUS
6. PpHUCKOBaTh JIUIHOH COOCTBEHHOCTHIO

7. TOKymnarth M NMPOAaBaTh aKIMK Ha OUpIKe

8. OBITH CBOOOIHBIM OT YLETO-JIN0O BIIUSHUS
9. yBETMUYUTH KAIUTAJ IyTeM HPOJaKH aKIUi
10. orpaHuueHa CyMMOii, KOTOPYIO OHU BHECIIH

6. Translate into English.

[Tpunaanexatp 1100 YaCTHOMY, JTMOO OOIIECTBEHHOMY CEKTOPY; COCTOSATh
nus3; pa6OTaTB B YaCTHOM CECKTOPE; HaXOI[f[IlIHfICH B COOCTBEHHOCTH OJHOTI'O
YCJIIOBCKaA, OBITH MOJIHOCTHEIO OTBETCTBEHHBIM 3a; MPpEUMyHICCTBA U HCIOCTATKHU,
COBCTOBATHCA C KCM-J'II/I60; 0 JTOM IMPUYUHE; CIIOKHOCTU C TIPUBJICUCHUECM
Kamurajaa, CTaTb 6aHKpOTOM; MOTCPATH KaK KOMIIAaHWIO, TaK W JIMYHYIO
COOCTBEHHOCTh; BKJIA[bIBATh PABHBIA KalHTal; COCTABISITH COTJIAIICHHUE;
OIPEJNIeNIATh IpaBa, OTBETCTBEHHOCTh M OOS3aHHOCTH; WIPaTh pOJIb B
yIpaBIeHNH KOMIIAHWEH; HECTH PUCK TOTepU JHMYHOH COOCTBEHHOCTH;
OOJIBIIMHCTBO MEIKHUX HpeHHpHHTHﬁ; npeajaratb aKOouu Uil OPOJaKu
HACEJICHUIO; 00paTUTHCS HA (POHIOBYIO OUPKY.

7. Complete the text using the words:

shareholders, capital, amount, a factory, place, issue, annual, rights and
duties, public

Founding a Company

Founders of companies have to write a Memorandum of Association
(3as1BKa Ha pEerUCTpAIHIO aKIIMOHEepHOT 0 001ecTBa), which states the company’s
name, purpose, registered office or premises” and authorized share 1) .......... .
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Premises — is the technical term for the 2) .......... in which a company does

its business: an office, a shop, 3) .......... , a warehouse, etc. Authorized share
capital means the maximum#4) .......... of a particular type of share the company
can5) .......... .

Founders also write Articles of Association, which set out the 6) .......... of
directors and different classes of 7) .......... . Company’s Memorandum,
Articles of Association and 8) .......... financial statements are sent to the

registrar of companies, where they may be inspected by the 9) ... .
*Premises | 'premisiz| - nomewenue

8. Determine what type of company the following disadvantages and
advantages belong to.

Possible advantages:

1. You have total control of your business.

2. This is a good way of sharing responsibilities.

3. The financial risks are restricted.

4. You can increase your capital by selling shares.

Possible disadvantages:

1. There is a danger that conflicts of personality could ruin your business.

2. You may not have enough knowledge in economics and law to run your
business.

3. It may be difficult to expand.

4. It’s vital to expand your business in order to increase profits and enlarge
everybody’s share and you’ll have to work more intensively.

5. You may risk your own possessions if the company ruins.

9. Summarize the information of the unit and speak on the
topic: Business Organizations

10. Read and translate the text, put 5 questions to it.

Choose a business structure

The business structure you choose influences everything from day-to-day
operations, to taxes and how much of your personal assets are at risk. Your
business structure affects how much you pay in taxes, your ability to raise
money, the paperwork you need to file, and your personal liability. You should
choose a business structure that gives you the right balance of legal protections
and benefits.

Selecting the right business organization is an essential part of starting a new
small business. When business owners register a new business, they must also
state the type of organization, or structure, they will use for their business. Each
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option has distinct qualities, as well as pros and cons, that the business owner
needs to consider before making a commitment. Choosing the right type of
organization for a new business comes down to a little research and an
understanding of the responsibilities involved with each structure.

To choose the right type of business organization, you must:

» Research the different types of business organizations.

* Determine the liability you want for the business.

* Determine the number of owners.

* Choose the tax structure that is best for you and your business. A sole
proprietor files all business information on his personal taxes, because the
business is not registered as a separate legal entity. At the same time, sole
proprietors are also taxed only once, rather than twice--once for personal, once
for the business. Similarly, business owners in a partnership or an LLC do not
have to file separate business taxes, although in these two cases the business is
recognized separately from its owners - limited personal liability in case of
business failure. A corporation is an entirely separate entity, however, and the
owners must file separate corporation taxes. This means that corporation owners
are essentially taxed twice: once at the personal level and once at the business
level.

* Consider the amount of recordkeeping that you are willing and able to do
for the business. Recordkeeping is an essential part of running any business, but
the types of records that you keep for the business will depend on its structure.
The more complex the business structure, the more recordkeeping is required. In
other words, expect to keep more records for a corporation than you would for a
sole proprietorship.

Unit 7. STRUCTURE OF THE COMPANY

1. Read the words and learn them by heart. Make up your own
sentences with them.

running business BelcHNe On3Heca

to run the business BECTH OHM3HEC

organizational structure OpraHU3alMOHHAsl CTPYKTYpa
workforce, manpower pabouast cuia

hierarchy Hepapxus

Board of Directors CoBeT TUPEKTOPOB

to be headed by smb BO3TJIABJISITECS KEM-TO

Chairman of the Board [Ipencenarens mpaBiIcHAS

Chief Executive Officer (CEO) | I'1aBHBIH HCTIOTHHUTEIBHBINA TUPEKTOP
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to be hired

OBITH HAHATHIM

to be chosen

OBITH N30PAaHHBIM

senior manager

CTaplIUid MEHEKED

junior manager

MJIQJIITHI MEHEDKEP

to report to smb

OTUYHUTBIBATHCSA IMEPCI KEM-TO

to be carried out by smb

BBITIOJIHATHCA KEM-JI.

public relations (PR) CBsI3U ¢ o0miecTBeHHOCTRIO (PR)
accounting OyXTaJaTepCKUi yUeT

to be engaged in smth 3aHMMATHCS YeM-JI.

duty 00513aHHOCTh

in-house BHYTpPEHHUI

legal consideration

HOPpUINYCCKOC PAaCCMOTPEHUC

litigation

cy1eOHBIN IpoIiece

to be owned by smb

IIPpUHAJIC)KAaTh KOMY-JI.

to appoint

Ha3Ha4dYaThb

day-to-day activity

IIOBCCAHCBHAsA NCATCIIBHOCTD

to keep an eye on smth

CJICOAUTH 3a YEM-JI.

warehouse CKJIaL

to oversee HA0JII01aTh

financial report (hMHAHCOBBIN OTYET
reporting COCTaBJICHHE OTYETOB
recruitment IpHeM Ha paboTy

to be accountable to smb

OBITH IOoAOTYCTHBIM KOMY-JI.

nvoice

CUCT, HAKJIaJJHasd

enquiry 3ampoc
complaint )anoba
copyright ABTOPCKOE MPaBo
sell in bulk MpOJIaBaTh ONTOM

2. Read the words paying attention to the transcription.

hierarchy | harora:ki|

executive |1g’ zekjotrv|

litigation [lit1 gerfon|
report |11 po:t|

recruitment |r1'kru:tmont]

enquiry [ kwarri|
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3. Read and translate the text.

Organizational structure

Nowadays many countries although having different cultural, social,
economic and political customs have worked out similar principles of running
business and making companies in different spheres of life.

Every organization made up of more than one person will need some form
of organizational structure. Most companies are made up according to the same
principles and consist of three groups of people: shareholders (they provide the
capital), the management (these people run the process of producing some goods
or services) and the workforce (these people practically produce goods or
services).

At the top of the company hierarchy there is a Board of Directors, who are
usually the main investors to the business and it is headed by the Chairman of
the Board or the President. Then comes a Managing Director (MD) or a Chief
Executive Officer (CEO) who may be hired or chosen from the Board and has
overall responsibility for running business. Senior managers or company officers
head the various departments or functions within the company and report to the
CEO about the production process, which is carried out by the people who are
hired for the concrete job or service.

The typical company may have the different departments: marketing, public
relations (PR), information technology (or IT), personal or human resources (or
HR), finance (or accounting), production, research and development (or R&D).

Every department is engaged in its particular round of duties and responsible
for the concrete function in the process of providing goods or services.

Very special place in this scheme is occupied by the in-house Legal
Department, which provides legal strategy of the company, integrating legal
considerations into business planning, reduces legal costs and presents the
interests of the company in different kinds of litigation.

The way in which a company is organized can be illustrated for a packaging
company. The company will be owned by shareholders that choose directors to
look after their interests. The directors then appoint managers to run the business
on a day-to-day basis. The Managing Director has the major responsibility for
running of the company, including setting company targets and keeping an eye
on all departments. The Distribution Manager is responsible for controlling the
movement of goods in and out of the warehouse, supervising drivers and
overseeing the transport of goods to and from the firm. The Production Manager
is responsible for keeping a continuous supply of work flowing to all production
staff and also for organizing manpower to meet the customers' orders. The Sales
Manager is responsible for making contact with customers and obtaining orders
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from those contacts. The Company Accountant controls all the financial dealings
of the company and is responsible for producing management accounts and
financial reports.

Other organizations will have different structures. For example, most
organizations will have a Marketing department responsible for market research
and marketing planning. A Customer services department will look after
customer requirements. A Human resources department will be responsible for
recruitment and selection of new employees, employee motivation and a range
of other people focused activities. In addition, there will be a number of cross-
functional areas such as Administration and Information Technology
departments that service the functional areas of the company. These departments
will provide back up support and training.

Organizations are structured in different ways:

1. by function as described above,

2. by regional area - a geographical structure e.g. with a marketing
manager North, marketing manager South etc.,

3. by product e.g. marketing manager crisps, marketing manager drinks, etc.,

4. into work teams, etc.,

Reporting in organizations often takes place down the line. An employee
might be accountable to a supervisor, who is accountable to a junior manager,
who is then accountable to a senior manager - communication and instructions
can then be passed down the line.

4. Match the words with their definitions.

1. shareholder a. someone whose job is to manage part or all of a
company or other organization

2. market b. someone who owns shares in a company or business

3. accountant c. the job of hiring people

4. recruitment d. a place to buy and sell things

5. manager e. someone whose job is to keep and check financial
accounts

5. Translate the following words and expressions into Russian.

1. provide back up support 6. organizational structure

2. employee 7. work teams

3. senior manager 8. sharcholder

4. junior manager 9. human resources department
5. set company targets 10. market research
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6. Translate the following words and expressions into English.
1. pykoBoauTENb OTAEHA IPOJAXK

2. HaYaJIbHUK OTaea cObITa

3. pabouas rpymma

4. akupoHep

5.pyKOBOJUTENb OTJENIa MAPKETHHTa

6. Ha3HA4aTh

7. otaen nHGOPMAIMOHHBIX TEXHOJIOTHH
8. oTaen o0CTyKUBaHUS KIMEHTOB

9. HavaJIbHUK TPON3BOICTBEHHOTO OT/IEJIa
10. mosryyaThb 3aKa3bl

7. Choose the correct answer.

Io....... controls all the financial dealings of the company.

a) Senior Manager ~ b) Accountant  c¢) Sales Manager

2.The ....... is responsible for keeping a continuous supply of work flowing
to all production staff.

a) Production Manager b) Sales Manager c¢) Distribution Manager

3.The ....... has the major responsibility for running of the company.

a) Distribution Manager  b) Managing Director  ¢) Production Manager

4. A human resources department is responsible for recruitment of new ....

a) employers b) directors ¢) employees
5. A marketing department is responsible for .........
a) recruitment b) market research ¢) promotion

8. Match the departments of the company with their functions.

1. Accounts / Finance a. selling the company’s products or
services

2. Personnel b. developing new products

3. Sales and Marketing c. staff problems and recruitment

4. Research and Development (R&D) | d. the company’s image

5. Customer Services e. invoices, salaries, expenses and
budgets

6. Public Relations (PR) f. dealing with customers’ enquiries
and complaints

9. Answer the questions.
1. What is organizational structure?
2. Who are directors chosen by?
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3. What is the function of a human resources department?
4. What are the main departments needed for a company to function

properly?

5. What department is responsible for servicing the functional areas of the

company?

6. What is the role of legal department in the company?

10. Match the business cards with the job description

1) I buy all the things that the
company needs

a) John Sutton Managing Director

2) My job is to make sure that the
company has a good image

b) Linda Gabiani Human Resources
Director

3) My job is to find and test new
products

c¢) Richard Gracetone Finance

Director

4) I’'m in charge of the people who
sell our products

d) Alice Hernandez Chief Accountant

5) I type letters, file papers and
make appointments for my boss

e) Li Wan Secretary

6) 1 have general responsibility for
the whole company

f) Lena Friley Purchasing Manager

7) I make sure we have the products
which people want to buy

g) Frederic Born Assistant General
Manager

balance sheets

8) Ilook after the company’s money | h) Yury Mankovich Director of
Research and Development
9) I do the books and prepare the | i) Jim Hicks Production Manager

10) 'm the
manager

company’s people

j) John Verry Marketing Director

11) I make the products which the
company sells

k) Santi Brunello Sales Director

12) I’'m responsible for everything
when the boss is away

1) Kate Relations

Manager

Hogg Public

11. Match each group of words (a-o) with the correct business function

(1-15)
1. Human Resources a. laboratory, tests, scientist, trial
2. Purchasing b. parts, assembly line, shift, supervisor
3. Marketing c. PR event, press release, company image, house
magazine
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4. Training d. retail outlet, monthly figures, discount,
commission

5. Legal e. capital, dividend, cash flow, share price

6. Information f. recruitment, training, safety, employee

Technology relations

7. After-sales g. invoice, bookkeeping, VAT, credit note

8. The Board h. network. Screen, hard disk. Memory

9. Finance i. questionnaire, mail shot, prospect,

advertisement

10. Distribution

j. bulk buying, office supplies, delivery, order

11. Sales

k. shareholder, executive director, chairman

12. Production

. course design, student, needs analysis,

timetable
13. Research and m. hot line, telephone support, complaint, 24-hour
Development service

14. Accounts

n. stock control, lorry, warehouse, packaging

15. Communications 0. contract, patent, copyright, signatory

12. Match the position with the description

Meeting of
Shareholders

Governing body of a company. Its members are elected by
the stockholders of the company. Duties : set the
company’s policy, objectives, and overall direction; hire,
monitor, evaluate and fire the Managing Director and
Seniors executives; determine and pay the dividend; issue
additional shares

Board of Directors

The highest-ranking executive in a company.
Responsibilities: developing and implementing high-level
strategies making major corporate decisions acting as the
main point of communication between the board of
directors and the corporate operations

Chairman of the

the Company’s supreme governing body. It has the right

Board (COB) to participate in management of the Company affairs,
taking decisions in the key areas of Company business

Chief Executive | The most powerful member on the board of directors who

Officer (CEO) provides leadership to the firm's officers and executives.

This member ensures that the firm's duties to shareholders
are being fulfilled by acting as a link between the board
and upper management.
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13. Insert the following words into the text:

capital, competition, plan, market, facility, investment, flow, products,
expenses, overheads, stock, sales

A few years ago I decided to start my own business. I live by the sea and |
love surfing, so I knew that there wouldbeal............. for surfboards, wetsuits
and all the other equipment surfers need. There were already other shops in the
area selling similar 2............. , so I knew there would be quite a lot of
3 , but I still thought I could make a success of it. | had already built
up a certain amount of 4............. in my bank account but I knew I would need
anoverdraft5............. , so [ asked the bank what [ needed to do. They told me
I needed to prepare a business 6............. with a detailed cash 7............. L
was pleasantly surprised that they immediately agreed to provide the overdraft.

I deliberately opened my shop in May so [ knew §............. would be good,
but when you start a business, the 9............. are very high as well.

In addition to 10............. —rent, regular bills and so on — you also have to
make quite a big 11............. in computers, equipment and of course,

It’s too early to say, but things seem to be going OK. I’'m keeping my fingers
crossed!

14. Make a presentation in which tell about the structure of a company.
Use the following plan.

1. Decide which goods or services you will provide.

2. Which type of company is it going to be (a limited liability company
“Itd”, public limited companies (plc), private limited company, a sole trader
(entrepreneur), partnership?

3. Give a name to your company.

4. Make a structure of the company, for example:

a. General Director, the boss

b. Director of Research and Development, runs the scientific experimental
department

c. Director of Human Resources, responsible for the staff

d. Training and Qualification Assessment Manager, professional studies

e. The Chief Executive Officer (CEO), runs day-to-day activities of the
company

f. The Director of Legal Department, provides legal strategy of the
company.

g. Director of Finance, responsible for monetary politics
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h. Director of Marketing Department, liable for sales
i. Director of Production, runs the process of production of goods or
services.

15. Read and translate the text, put S questions to it.
Types of Organizational Structure

Organizations are set up in specific ways to accomplish different goals, and
the structure of an organization can help or hinder its progress toward
accomplishing these goals. Organizations large and small can achieve higher
sales and other profit by properly matching their needs with the structure they
use to operate. There are three main types of organizational structure: functional
structure, divisional structure and a blend of the two, called matrix structure.

Functional Structure of an Organization

Functional structure is set up so that each portion of the organization is
grouped according to its purpose. In this type of organization, for example, there
may be a marketing department, a sales department and a production department.
The functional structure works very well for small businesses in which each
department can rely on the talent and knowledge of its workers and support itself.

However, one of the drawbacks to a functional structure is that the
coordination and communication between departments can be restricted by the
organizational boundaries of having the various departments working separately.

Divisional Structure of an Organization

Divisional structure typically is used in larger companies that operate in a
wide geographic area or that have separate smaller organizations within the
umbrella group to cover different types of products or market areas. For
example, the now-defunct Tecumseh Products Company was organized
divisionally — with a small engine division, a compressor division, a parts
division and divisions for each geographic area to handle specific needs.

The benefit of this structure is that needs can be met more rapidly and more
specifically, as each division can operate more or less independently for the other
divisions in the company. However, a divisional arrangement can also be
cumbersome, as communication is inhibited because employees in different
divisions are not working together. Divisional structure is costly because of its
size and scope. Small businesses can use a divisional structure on a smaller scale,
having different offices in different parts of the city, for example, or assigning
different sales teams to handle different geographic areas.

Matrix Structure of an Organization

The third main type of organizational structure, called the matrix structure,
is a hybrid of divisional and functional structure. Typically used in large
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multinational companies, the matrix structure allows for the benefits of
functional and divisional structures to exist in one organization. This can create
power struggles because most areas of the company will have a dual
management — a functional manager and a product or divisional manager
working at the same level and covering some of the same managerial territory.

Unit 8. MONETARY POLICY

1. Read the words and learn them by heart. Make up your own

sentences with them.

monetary policy

JIEHS)KHO-KpeTuTHasI (MOHETAPHAS ) TOTUTHKA

to rest on OCHOBBIBAThCSI HA; OMHUPATHCS Ha
outcome pe3yNbTaT, UTOT

economic growth DKOHOMHUYECKHI pOCT

issuance BBIITYCK, SMHUCCHUS

issue BBIMTYCKATh; BBITYCK, SMHUCCHS

the monetary authority

JICHS)KHO-KPEJUTHOE yUpexkIeHHEe (HHCTHTYT)

to alter

N3MCHSATH

rate of interest

IMPOICHTHAA CTaBKa

to maintain

MOJIJIEPKUBATH, COXPAHATH

contractionary policy

CACPKHBaKOIIas IMOJUTHUKaA

to reduce YMEHBIIATh

expansionary policy OKCITAHCUOHHUCTCKAS TIOJMTHKA

rapidly CTPEMUTEIBHO

accommodative policy aJJallTUBHAsI MIOJIUTHKA

to set YCTaHABJINBATh

to intend HaMepeBaThCs; peHa3HAYATh

to combat inflation 00pOThCS ¢ MHDIAINCH

tight policy JKECTKasi NOJIUTUKA

by fiat YKa30M, pacropsbKeHHUEM

fiscal policy HAJIOr0BO-010 KeTHAS ((hUCKATbHASI) TOJUTHKA

the smooth operation

Oecrniepeboiinas paboTa

open market operations

Oornepamnru Ha OTKPBITOM PBIHKE

treasury bills Ka3Ha4YelcKne 00s3aTeIbCcTBa (BEKCEIIs)
company bonds 00JUTalii KOMITAHUN

renminbi F0aHb

debt JIOJIT, TOJATOBOE 00s3aTEILCTBO

debtor JTOJKHUK, IEOUTOP
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to lend JlaBaTh B3alMbl, CCY’KaTh JICHbI'U 101 IPOLIEHTHI
to borrow 3aHUMAaTh, 0JIaJDKUBATh

2. Read the words paying attention to the transcription.
issuance |'1f(j)u:ons|

issue |'1fu]

authority |o:'Ooriti|

alter | o:lto|

expansionary [1k span/onari]

accommodative |0 'kpmo detrv]|

fiat |'fi:a:t|

treasury | trezori|

debt |det]|

3. Read and translate the text.

Monetary policy

Monetary policy rests on the relationship between the rates of interest in an
economy, that is, the price at which money can be borrowed, and the total supply
of money. Monetary policy uses a variety of tools to control one or both of these,
to influence outcomes like economic growth, inflation, exchange rates with other
currencies and unemployment. Where currency is under a monopoly of issuance,
or where there is a regulated system of issuing currency through banks which
are tied to a central bank, the monetary authority has the ability to alter the money
supply and thus influence the interest rate (to achieve policy goals). The
beginning of monetary policy as such comes from the late 19th century, where
it was used to maintain the gold standard.

A policy is referred to as contractionary if it reduces the size of the money
supply or increases it only slowly, or if it raises the interest rate. An expansionary
policy increases the size of the money supply more rapidly, or decreases the
interest rate. Furthermore, monetary policies are described as follows:
accommodative, if the interest rate set by the central monetary authority is
intended to create economic growth; neutral, if it is intended neither to create
growth nor combat inflation; or tight if intended to reduce inflation.

There are several monetary policy tools available to achieve these ends:
increasing interest rates by fiat; reducing the monetary base; and increasing
reserve requirements. All have the effect of contracting the money supply; and,
if reversed, expand the money supply. Since the 1970s, monetary policy has
generally been formed separately from fiscal policy. Even prior to the 1970s, the
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Bretton Woods system still ensured that most nations would form the two
policies separately.

Within almost all modern nations, special institutions (such as the Federal
Reserve System in the United States, the Bank of England, the European Central
Bank, the People's Bank of China, and the Bank of Japan) exist which have the
task of executing the monetary policy and often independently of the executive.
In general, these institutions are called central banks and often have other
responsibilities such as supervising the smooth operation of the financial system.

The primary tool of monetary policy is open market operations. This entails
managing the quantity of money in circulation through the buying and selling of
various financial instruments, such as treasury bills, company bonds, or foreign
currencies. All of these purchases or sales result in more or less base currency
entering or leaving market circulation.

Usually, the short-term goal of open market operations is to achieve a
specific short term interest rate target. In other instances, monetary policy might
instead entail the targeting of a specific exchange rate relative to some foreign
currency or else relative to gold. For example, in the case of the USA the Federal
Reserve targets the federal funds rate, the rate at which member banks lend to
one another overnight; however, the monetary policy of China is to target the
exchange rate between the Chinese renminbi and a basket of foreign currencies.

4. Match the words with their definitions.

1. interest rate a. the number of people in a particular country or area
who cannot get a job

2. unemployment b. the process of developing or of increasing in size

3. currency c. a continuing increase in prices

4. inflation d. the value of the money of one country compared to
the money of another country

5. exchange rate e. the system or type of money that a country uses

6. issuance f. an official organization, often created by the

government, which is responsible for managing a
particular duty or service

7. growth g. the percentage charged by a bank etc. when you
borrow money or paid to you by a bank when you
keep money in an account there

8. authority h. the act of supplying an official document,
especially a financial product
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5. Translate the following words and expressions into Russian.

1. federal funds rate 6. borrow

2. open market operations 7. lend

3. central banks 8. to combat inflation

4. money supply 9. decreases the interest rate
5. gold standard 10. to issue currency

6. Translate the following words and expressions into English.
1. meHexHas MOJIMTHKA
2. Ka3HauYeWCKUI BEKCellb
3. obyranus

4. neHbpru B oOpareHuu
5. BaJIOTHAast KOP3UHA
6. PKOHOMHUYECKHI poCcT

7. ®enepalibHasi pe3epBHasl cucTeMa

8. 0OMeHHBIH KypC

9. bperron-Byjckas BaitoTHas cucrema
10. HamoroBo-0r0KETHAS TTOTUTHUKA

7. Choose the correct answer.

| U rests on the relationship between the rates of interest in an
economy.

a) Bretton Woods system  b) fiscal policy  ¢) monetary policy

2. At the beginning monetary policy was used to maintain ............
a) foreign policy b) national currency c¢) gold standard

3. Monetary policy has generally been formed separately from ..........
a) fiscal policy b) federal funds c) Federal Reserve System

4. The primary tool of monetary policy is ..........
a) central bank  b) open market operations c¢) interest rate

5. Open market operations entail managing the quantity of .......... through
the buying and selling of various financial instruments.
a) banks b) federal funds ¢) money in circulation

8. Answer the questions.
1. What is monetary policy?
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2. What tools does monetary policy use?

3. What is contractionary policy?

4. What is central bank?

5. What is the primary tool of monetary policy?

9. Complete the sentences with one of the three words in brackets.
MONEY IN OUR LIFE

1. We call money in notes and coins ..............

(a.cash  b.capital c.reserves).

2. Dollar, mark and ruble are all..............

(a. currencies b. hinds c. monies).

3 Money borrowed from a bank isa ..............

(a. fund b. income c. loan).

4, Borrowed money that has to be paid back is a............. .

(a. debt b. fund c. subsidy).

5. All the money received by a person or a company we call ..............
(a. aid b. income c. wages).

6. The money earned for a week's work employees usually call ..............
(a. income b. salary c. wages).

7. The money paid for a month's (professional) work isa ..............

(a. loan b. salary c. wages).

8. Money placed in banks and other savings institutions is..............

(a. capital b. deposits c. finance).

9. Money paid by the government or a company to a retired person is called

(a. pension b. rebate c. subsidy).

10.  The money from which the government pays pensions is kept in a
(a. budget b. deposit c. fund).

11.  Money needed to start a company is ..............

(a. aid b. capital c. debt).

12.  The money paid to lawyers, architects, private schools, etc. is called

10. Work in pairs. Discuss the meaning of the following words.
Wages - salary, capital — money, debt — loan, income — pension, budget —
investment, deposit — credit.
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11. Match the words and phrases 1-7 with their opposite meanings a-g.

1. to invest money a. purchaser

2. to reimburse money b. to save money

3. to borrow money c. credit

4. seller d. to withdraw money
5. to spend money e. to deduct money

6. debtor f. to lend money

7. debit g. creditor

12. Fill in the gaps 1-11 with words from box a-k.
a. vouchers, b. bonus, c. stock options, d. benefits, e. car, f. salary,
g. expenses, h. rise, i. health insurance, j. pension, k. income

MY DREAM

Last night I had a dream. I work in a large company and my base 1.............
is a million dollars per year. Can you imagine, when I am 65, I will get a
2, of $ 500,000 per year! Moreover, I will get many other 3.............
aswell. Besidesa4............. plan gives me shares in the company, which I
can sell at a profit if the price goes up. I will have an expensive company
S , and it’s great!

To tell the truth I am happy that I’ll get unlimited travel and entertainment
6., And I'll get free 7............. ! It is incredible! I can have free
luncheon 8............. which can be used in most restaurants in the city.
Furthermore, I’ll get a special 9............. if the company’s sales go up by more
than 10% in the year.

So, my total 10............. next year could be more than $1.5 million. May
it be reasonable to ask for another 11............. ? At this thought I awoke.

13. Money vocabulary for shopping. Match words 1-14 with their
definitions a-n:

1. Aisle a. The price of an item that is considered to be of very
good value

2. Barcode b. Transportation of items from the shop to the customer’s
preferred address

3. Bargain c. A return of the paid price which is usually subject to
company policy
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4. Cash d. An act of returning a previously purchased unwanted
item and receiving another in its place.

5. Clearance e. A long walkway with items for sale on either side

6. Delivery f. An act of providing payment for goods

7. Exchange g. A time when most items are reduced usually due to the
shop closing down.

8. Fault h. The act of people standing behind one another to wait
for a service

9. Purchase i. A small square filled with lines which when scanned by
a computer provides an item’s name and price

10. Queue j. A device securely attached to a product to deter thieves

11. Refund k. A rectangular piece of paper often known as a note,

which is used for payment of goods or services.
12. Security tag | 1. An item, which does not satisfy its description or cannot

fulfil its purpose
13. Till m. A quantity of a particular product held by a shop.
14. Stock n. A machine used to keep cash received from customers

and to provide change if necessary.

14. Complete the text using the words:

credit, output, demand, inflation, circulation, unemployment, interest rates

If a government pursues a tight monetary policy, it restricts the amount of
money in 1) ... and reduces the funds available to banks. When money is tight:

2) ... rise, because commercial banks have to borrow at a higher rate on the
inter-bank market.

3) ... falls, because people and businesses borrow less at higher rates.

4) ... falls, because people and businesses buy less, as they have less money.

5) ... falls too, because with less consumption, firms produce less.

6) ... rises, because companies are producing and selling less, and so need
less labor.

7) ... falls, because there is less money in circulation.

15. Read and translate the text, put 5 questions to it.
What Is an Interest Rate?
Interest is essentially a charge to the borrower for the use of an asset. Assets
borrowed can include cash, consumer goods, vehicles, and property.
Interest rates thus apply to most lending or borrowing transactions.
Individuals borrow money to purchase homes, fund projects, launch or fund
businesses, or pay for college tuition. Businesses take out loans to fund capital
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projects and expand their operations by purchasing fixed and long-term assets
such as land, buildings, and machinery. Borrowed money is repaid either in a
lump sum by a pre-determined date or in periodic installments.

An interest rate tells you how high the cost of borrowing is, or high the
rewards are for saving.

So, if you’re a borrower, the interest rate is the amount you are charged for
borrowing money, shown as a percentage of the total amount of the loan. The
higher the percentage, the more you have to pay back, for a loan of a given size.
The interest rate on a loan is typically noted on an annual basis known as the
annual percentage rate (APR).

If you’re a saver, the savings rate tells you how much money will be paid
into your account, as a percentage of your savings. The higher the savings rate,
the more will be paid into your account for a given sized deposit.

For loans, the interest rate is applied to the principal, which is the amount of
the loan. The interest rate is the cost of debt for the borrower and the rate of
return for the lender. The money to be repaid is usually more than the borrowed
amount since lenders require compensation for the loss of use of the money
during the loan period. The lender could have invested the funds during that
period instead of providing a loan, which would have generated income from the
asset. The difference between the total repayment sum and the original loan is
the interest charged.

When the borrower is considered to be low risk by the lender, the borrower
will usually be charged a lower interest rate. If the borrower is considered high
risk, the interest rate that they are charged will be higher, which results in a
higher cost loan.

Even a small change in interest rates can have a big impact. It’s important
to keep an eye on whether they rise, fall or stay the same.

When interest rates are already high, the central bank focuses on lowering
the discount rate. The discount rate is the interest rate that banks can borrow
money from the Federal Reserve. There is a multitude of reasons why a bank
may borrow from the Fed. These include meeting reserve requirements, cash
needed for operations, or general liquidity. Banks, however, borrow from the
Fed as a last resort, preferring to borrow from other banks as the rates are lower.

The lower the discount rate, the fewer financing costs for a bank, therefore,
money is cheaper. When the discount rate is lowered, banks will lower the
interest rate they charge customers for borrowing money as well. As this rate
falls, corporations and consumers can borrow more cheaply. The declining
interest rate makes government bonds and savings accounts less attractive,
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encouraging investors and savers to spend their money and invest in riskier

assets.

Unit 9. INFLATION

1. Read the words and learn them by heart. Make up your own

sentences with them.

measure

CAMHUIIA U3BMCPCHUA, MEpa

over time

C TCYCHHUECM BPCMCHU

uncertainty

HCONIPCACICHHOCTD

to discourage, to prevent

MCUIATh, NPCIATCTBOBATH

to encourage

noompAThb, HOAACPKHNBATH

to hoard KOIHUTb, XPAaHUTh

out of concern W3 OITACeHHsl, N3-3a OECIIOKOWCTBA
to ensure o0ecreunBarTh, rapaHTHPOBATh

to adjust peryJmupoBaTh, yCTaHaBIUBATh

to mitigate CMSATYaTh, YMEHBIIATh
hyperinflation THITEePUHOISINS

recession peneccust, craj

to be caused by

OBITh BBEI3BAHHBIM YE€M-TO

excessive growth

Ype3MepPHBINA POCT

moderate rate

YMEpPCHHAA CTABKa

fluctuation KoJiebaHue

mainstream economist BEAYIIUA SKOHOMUCT

steady YCTOWYHMBBIN, CTAOMIbHBIH
severity TPYIHOCTH

to enable JlaBaTh BO3MOYKHOCTh, 00JIer4aTh
in a downturn B IIEPHO/] CI1aJIa

liquidity trap JIOBYIIKA JIMKBUJIHOCTH

large scale unemployment

MaccoBas Oe3paboTHia

to restrain

CJIepKUBaTh

consumer price index

MHACKC HOTpe6I/ITCJ'II>CKI/IX OCH

incomes policy

IIOJIMTHKA JOXOJ0B

assets

AKTHBBI

demand-pull inflation

uH(IISIHS cpoca

cost-push inflation

I/IH(l)J'ISH_[I/ISI H3JICPIKCK

reflationary policy

MOJIMTUKA CTUMYJIMPOBAHUSA POCTA LICH

consumer price index

HHICKC HOTpG6I/ITCHBCKI/IX CH

anticipated inflation

oxuraeMasi HHQISAIUs
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2. Read the words paying attention to the transcription.
measure | ' me3o)|

discourage |d1s karid3|

hoard |ho:d|

concern [kon's3:n|

ensure [’ [09)

mitigate | mitigert]|

hyperinflation | harparm'flei/n|

recession |1 sef(o)n|

severity |s1 verrtr|

3. Read and translate the text Inflation

In economics, inflation is a rise in the general level of prices of goods and
services in an economy over a period of time. When the general price level rises,
each unit of currency buys fewer goods and services. Consequently, inflation
also reflects an erosion in the purchasing power of money — a loss of real value
in the internal medium of exchange and unit of account in the economy. A chief
measure of price inflation is the inflation rate, the annualized percentage change
in a general price index (normally the Consumer Price Index) over time.

Inflation's effects on an economy are various and can be simultaneously
positive and negative. Negative effects of inflation include a decrease in the real
value of money and other monetary items over time, uncertainty over future
inflation may discourage investment and savings, and high inflation may lead to
shortages of goods if consumers begin hoarding out of concern that prices will
increase in the future. Positive effects include ensuring central banks can adjust
nominal interest rates (intended to mitigate recessions), and encouraging
investment in non-monetary capital projects.

Economists generally agree that high rates of inflation and hyperinflation
are caused by an excessive growth of the money supply. Views on which factors
determine low to moderate rates of inflation are more varied. Low or moderate
inflation may be attributed to fluctuations in real demand for goods and services,
or changes in available supplies such as during scarcities, as well as to growth in
the money supply. However, the consensus view is that a long sustained period
of inflation is caused by money supply growing faster than the rate of economic
growth.

Today, most mainstream economists favor a low steady rate of inflation.
Low (as opposed to zero or negative) inflation may reduce the severity of
economic recessions by enabling the labor market to adjust more quickly in a
downturn, and reduce the risk that a liquidity trap prevents monetary policy from
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stabilizing the economy. The task of keeping the rate of inflation low and stable
is usually given to monetary authorities. Generally, these monetary authorities
are the central banks that control the size of the money supply through the setting
of interest rates, through open market operations, and through the setting of
banking reserve requirements.

A connection between inflation and unemployment has been drawn since
the emergence of large-scale unemployment in the 19th century, and connections
continue to be drawn today. In Marxian economics, the unemployed serve as a
reserve army of labor, which restrain wage inflation.

4. Match the words with their definitions.

1. demand a. a period or process in which business activity is
reduced and conditions become worse

2. downturn b. the value of money considered as the amount of goods
it will buy

3. labor market c. the fact that you no longer have something or have less
of something

4. consensus d. the amount of money you have to pay for something

5. price e. an opinion that everyone in a group agrees with or
accepts

6. purchasing power | f. an amount of money that you do not need to spend

7. loss g. the need or desire that people have for particular goods
and services

8. value h. the people looking for work and the jobs that are
available at that time

9. investment i. the importance or worth of something for someone

10. saving j- the act of putting money, effort, time, etc. into
something to make a profit or get an advantage, or the
money, effort, time, etc. used to do this

. Translate the following words and expressions into Russian.
. mainstream economists

. money supply

. capital projects

. wage inflation

. banking reserve requirements

. goods and services

. labor market

. scarcity

0 3N L kAW — W
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9. percentage
10. fluctuations in real demand

6. Translate the following words and expressions into English.
1. mokynarenbckas CllocOOHOCTh

2. TUKBUIHOCTD

3. TeMITel HHQISAIHAN

4. neduImT TOBapOB

5. MHAEKC MOTPEOUTETHCKUX TIeH

6. TOBapbl U yCIIyTH

7. ypOBEHb LIEH

8. IEHE)KHO-KPETUTHOE YUPEIKICHHUE
9. criaj 1eIoBOM aKTUBHOCTH

10. runepuHOIAIUSL

7. Choose the correct answer.

| P is a rise in the general level of prices of goods and services.

a) wage inflation b) recession ¢) inflation

2. High rates of inflation are caused by an excessive growth of the .......

a) labor market b) money supply ¢) scarcity

3. The task of keeping the rate of inflation low and stable is usually given

to......

a) monetary policy b) mainstream economists  ¢) monetary authorities
4. Low or moderate inflation may be attributed to fluctuationsin ......... for

goods and services.

a) real demand  b) wage inflation c) capital projects
5. Monetary authorities are ..........

a) business owners b) mainstream economists ¢) central banks
8. Answer the questions.

1. What is inflation?

2. What causes inflation?

3. What are positive and negative effects of inflation?

4. Why do most mainstream economists favor a low steady rate of

inflation?

5. What authorities are engaged in keeping the rate of inflation low and

stable?

6. What is relationship between growth and inflation?
7. What is the connection between inflation and unemployment?
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9. Fill in the gaps 1-6 in the text with the following words a-f.
a. producers

b. employment

c. supply

d. excess

e. hyperinflation

f. unemployment

INFLATION
Inflation is one of the most important processes connected with money. It is
arise in the general level of prices. Itis caused byan 1............. of demand over
supply, and is related to an increase in the money 2.............. Single-digit

inflation is usually described by economists as moderate inflation. Double or
triple-digit inflation, which some countries have survived for quite long periods,
is known as galloping inflation. Inflation of four or more digits, as in Germany
in the early 1920s, and Argentina in the early 1980s, is known as 3..............
Prices in general tend to remain at the same anticipated level unless there
are demand-pull or cost-push shocks. If aggregate demand exceeds what a
country can produce at full 4............. , prices will rise (including wages, the
price of labor): this is demand-pull inflation. However, for the last fifty years,
costs have pushed up prices and wages, even in recessions and periods of high

S..c.c......... this is cost-push inflation. Cost-push inflation is caused, for
example, when unions demand wages that employers cannot afford or when oil
6., are able to raise their prices.

10. Combine words that are opposite in meaning.

1. assets a. saving

2. interest b. unbalanced
3. consumer c. liabilities
4. spending d. no profit

5. deflation e. asset

6. restrictions f. free use

7. weighted g. inflation

8. debt h. seller

11. Choose one word from each pair in the previous exercise and fill in
gaps 1-8 in the text.

The opposite of inflation, when prices fall (generally for short periods), is
| O Government policies can be inflationary (often by accident),
disinflationary or reflationary. Disinflationary policies might be aimed at
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slowing down price inflation or at reducing imports; they involve reducing
demand by raising taxation and/or cutting government 2.............. Reflationary
policies, on the contrary, involve revitalizing a sluggish economy by increasing
consumer demand, by either cutting taxes or raising benefits, or relaxing
monetary and credit 3............. .

Inflation is measured by the retail price index (RPI) in Britain and the
............. price index (CPI) in the US. These measure the cost of a 'basket' of
goods and services, including food, clothing, housing, fuel, transport and
medical care. The individual items in price indices are 5............. , meaning that
allowance is made for their relative importance in people’s spending.

Unless inflation is both balanced (affecting all prices and costs equally) and
anticipated, it distorts relative prices, tax rates and real 6............. rates.
Unexpected inflation tends to benefit people with fixed nominal interest rate
T, , and to disadvantage creditors and people with fixed nominal
interest rate 8............. or non- index-linked pensions.

12. Express your point of view.

1. How does inflation influence ordinary people? How does it affect your
standard of living?

2. Why are prices different in various shops?

3. Imagine you own a food chain store? The price for petrol rose by 5%.
What can you do to minimize expenses?

Ilpu omseeme ucnonvsyiime ¢hpaszot.

To my mind ... In my experience ...

In my opinion ... As far as [ understand ...

On the one hand, ...on the other hand | From my point of view ...

If my memory serves me right ... If I am not mistaken ...

It seems to me that ... Personally, I think ...

My personal view is that ... I am sure/certain/convinced that ...
The fact is that ... This proves that ...

It is obvious that ... There is no doubt that ...

13. There are several words and phrases that are equivalent to the
Russian verb «coeparcusamoy». These are to restrict, to hold back, to restrain,
to keep under control. Translate each of the following sentences using all of
these expressions.

1. Ilpy mnIaHOBOM SKOHOMHKE POCT I1I€H CACPKUBAICA TPSIMBIM
MIPaBUTEIBCTBEHHBIM PErYIUPOBAHUEM.
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2. NHdmsmuio MOXKHO CHIEpKHUBAaTh MPH IMOMOIIMH XECTKOW TOTUTHKH
JIOXOIOB.

3. HexoTopble S5KOHOMUCTBI CYUTAIOT, YTO KECTKAsl IOJIUTHUKA JOXOOB HE
MOJXKET CACPKUBATH UH(ISIIHIO IPOJOIKUTEIHLHOE BPEMSL.

4. 3amava mpaBUTEILCTBA — CACPIKUBATH POCT TEMITOB MH(IIAINH.

14. In English, the Russian verb «npunumams» corresponds to several
verbs, each of which has its own characteristics of meaning and use. The
most general meaning is the verb to receive. The verb to accept means to
accept readily, with desire, for example: to accept a wage rise / an invitation.
The verb to adopt is used in relation to such decisions, followed by a change
in the usual course of action, the current situation, for example: to adopt a
new policy / an advanced technology / a plan.

Use these verbs in the following sentences:

1. The business community except the recently formed governmentto ... a
new fiscal policy.

2. An individual firm has to ... prices existing in the market.

3. It is argued that the Russian Federation has not ... a clear program of
land reform so far.

4. The manufacturers ... the new tax rates with satisfaction.

5. Although the economic study had been done at the request of the
government, the latter did not ... the recommendations the economists arrived
at.

6. The Vice President was excepted to ... additional responsibilities.

7. Households are known to ... incomes in the forms of wages, interest,
rent and social benefits.

8. Immigrants are ... mainly in the countries that need either unskilled
workers or workers with human capital unavailable domestically.

15. Match each word with its translation.

output 1) u3MepsTh

hyperinflation 2) HeratuBHEIN 2P PexT

headline inflation 3) mrarex

fixed income 4) IOBBIIIICHUE

adverse effect 5) obrmii ypoBeHb HHMIIALIUN
core inflation 6) runepuHQIIALINS

purchasing power 7) oxumaemast WHQIISIIHSI
income distribution 8) MHIEKC MOTPEOUTETHCKHIX IIEH
consumer price index 9) MOCTOSTHHBIN HOXO

to gauge 10) cTpykTypHas HHOAAHMS
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domestic market 11) BoImyCcK

payment 12) u3mepsThb

anticipated inflation 13) pacnpeneneHue 10X0/a

to measure 14) mokynaTenpHas CIIOCOOHOCTh
hike 15) BHYTpEHHUH PBHIHOK

16. Translate the sentences into English.

1. YckopeHue JeHEKHOT0 oOpalleHHs BbI3BIBACT 00Jiee BHICOKHE TEMITBI
HHOIAIIN.

2. B uHayCcTpHaIbHBIX CTPAHAX JOJIST HAIMYHBIX JICHET cocTaBiseT 1m0 4 %
JICHEKHOI Macchl B 0OpaIeHny.

3. TlonwTHka HOXOIOB — 3TO MOIBITKA MPSMO TOBIHUATH HA 3apabOTHYIO
IJIaTy ¥ IPYTHE TOXOIBI.

4. Korna nosseimaercs: TeMn UHQIISINYU, TPOICHTHBIC CTABKU PAcTyT, a
COBOKYIIHBIN CIIPOC Majiaer.

5. DKOHOMHCTBI YK€ OMPEACIUIN, YTO BBI3BIBACT HHDIIAIHIO.

6. IIpaBHUTEIBCTBO MOXKET MPHHSATH JKECTKYIO MOJUTHKY, KOTOpas NOHKHA
00eCTICUNTh HU3KAN TEMIT HHQIISAITHH.

7. TlocTossHHOE YBENWYEHHE JCHEKHOW MacChl JODKHO BBI3BATH
MHQIALHNIO.

17. Read and translate the text, put 5 questions to it.
Costs of Inflation

Almost everyone thinks inflation is evil, but it isn't necessarily so. Inflation
affects different people in different ways. It also depends on whether inflation is
anticipated or unanticipated. If the inflation rate corresponds to what the majority
of people are expecting (anticipated inflation), then we can compensate and the
cost isn't high. For example, banks can vary their interest rates and workers can
negotiate contracts that include automatic wage hikes as the price level goes up.

Problems arise when there is unanticipated inflation:

* Creditors lose and debtors gain if the lender does not anticipate inflation
correctly. For those who borrow, this is similar to getting an interest-free loan.

* Uncertainty about what will happen next makes corporations and
consumers less likely to spend. This hurts economic output in the long run.

* People living off a fixed-income, such as retirees, see a decline in their
purchasing power and, consequently, their standard of living.

* The entire economy must absorb repricing costs as price lists, labels,
menus and more have to be updated.
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» [f the inflation rate is greater than that of other countries, domestic products
become less competitive.

People like to complain about prices going up, but they often ignore the fact
that wages should be rising as well. The question shouldn't be whether inflation
is rising, but whether it's rising at a quicker pace than your wages.

Finally, inflation is a sign that an economy is growing. In some situations,
little inflation (or even deflation) can be just as bad as high inflation. The lack
of inflation may be an indication that the economy is weakening. As you can see,
it's not so easy to label inflation as either good or bad - it depends on the overall
economy as well as your personal situation.

18. Make a presentation using any interesting information about
money. It can be based on a film, book, story or article. Use the learned

vocabulary.

Unit 10. CENTRAL BANKING SYSTEM

1. Read the words and learn them by heart. Make up your own

sentences with them.

implementation

BBIIIOJITHCHHUC, ITPOBCACHUC

supervision
under smb.'s supervision

HaJ30p, KOHTPOIIb
100 YbUM-TUOO KOHMPOIEeM

lender of last resort

KpEJIMTOP MOCJIe/IHeH WHCTAHIIUN

be obliged to smb.

liquidity JIMKBUJIHOCTD

to ensure rapaHTHPOBaTh, 00CCIICYNBAThH
impose reserve requirements HaJIaraTh pe3epBHbIC TPeOOBAHNUS
oblige 00s13BIBaTh, 3aCTABJIATH

ObIMb 0053aHHBIM KOMY-TUDO

legal tender

3aKOHHOC IIATCXKHOC CPCACTBO

to exceed

IIPEBLBIIIAaTh

to apply to smb. for smth

00paIaThcsi K KOMY-JIH00 3a 4eM-JTH00

to take money out of circulation

H3bIMATh ACHBI'U U3 06paH.IeHI/I${

to refuse

OTKa3bIBATHCA

to be responsible for

OBITh OTBETCTBECHHBIM 34 YTO-]I.

to deposit money with a bank

government [IPaBUTEILCTBO
monetary system JICHEKHAs CUCcTEMA
to deposit BHECTHU JECIIO3UT

sHecmu (0enoHuposamv) OeHvbeU 8 OAHK

interest
to pay interest on

MIPOIIEHT
BbINAAUUEATNE NPOYEHN NO
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interest on a deposit
to earn interest
at zero interest

npoyenm no 6Ka1aody
NPUHOCUNDb NPOYEHIN
no0 HY1e8ol NPoYeHm

to issue BBIIYCKATh (B 0OpalicHue)
currency BaNIOTA
domestic (national) currency Mecmuas (nayuonanvhas) sanoma

foreign currency
free currency

UHOCMPAHHAS 8ATIOMA
€c60000HO KOHBEPMUPYEMAsL 8aIOMA

to offer npejJiaraTh

money supply JICHE)KHAsI Macca, ICHE)KHOE MPEITI0KEHUE
value LIEHHOCTh, CTOMMOCTE

borrower 3aEMIIUK

borrowing 3aMMCTBOBaHHE

fluctuation Kosiebanue

government securities

rocy1apCTBCHHBIC ICHHBIC 6YM8.1"I/I

bank statement

BBINTHMCKA M3 OAHKOBCKOTO cuéTa

2. Read the words paying attention to the transcription.

ensure |’ [u9|
supervision | su:pa'vizn|
impose [1m'pavz|

oblige |[o'blaid3|

apply [0 pla]

circulation |s3:kju lerfon|
issue |'1fu]

value | velju:|

deposit |d1 pozit|
fluctuation | flaktfv e1fn|

3. Read and translate the text
Central Banking System

A central bank is a public institution that manages the currency of a country
or group of countries and controls the money supply — literally, the amount of
money in circulation. The central banking system is a major sector of any
modern monetary system. A key role of central banks is to conduct monetary
policy to achieve price stability (low and stable inflation) and to help manage
economic fluctuations. Central banks such as The Bank of England, The Federal
Reserve System (the Fed) in the USA, the Central Bank of Russia (CBR) work
together with the governments to control their countries’ economy. They are
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responsible for the implementation of monetary policy and supervision over the
banking system.

Central banks have a number of different functions. A central bank is not a
commercial bank. An individual cannot open an account at a central bank or ask
it for a loan and, as a public body, it is not motivated by profit. Central banks act
as bankers for the government and for other banks, function as lenders of last
resort to commercial banks with liquidity problems. Because commercial banks
might lend long-term against short-term deposits, they can face “liquidity”
problems — a situation where they have the money to repay a debt but not the
ability to turn it into cash quickly. This is where a central bank can step in as a
“lender of last resort.” This helps keep the financial system stable. To ensure the
safety of the banking system, central
banks impose reserve requirements, obliging commercial banks to deposit a
certain amount of money with the central bank at zero interest. This is the
amount of money banks are required to hold to ensure they have enough to meet
sudden withdrawals.

Central banks look after the countries’ gold reserves, issue banknotes and
coins, the countries’ currency. These notes and coins are legal tender in the
country where they are produced; this means that traders in that country may not
refuse them when they are offered as payment. Banks also make sure that the
countries’ currency keeps its value.

Central banks keep inflation under control. Inflation happens when there is
a lot more money (in the form of banknotes and credit) available than there are
goods for sale. In other words, when demand for the goods exceeds supply.
When this happens, prices increase sharply and often. To stop it, the central bank
needs to take money out of circulation, for example by increasing interest rates.
This method makes borrowing more expensive and means that fewer people
will apply for credit. And the central bank can increase the amount of money
that all banks have to deposit with it.

Central banks conduct monetary policy by adjusting the supply of money,
generally through open market operations. For instance, a central bank may
reduce the amount of money by selling government bonds, thereby taking in
money from commercial banks. The purpose of such open market operations is
to steer short-term interest rates, which in turn influence longer-term rates and
overall economic activity.

The CBR has been using the following main instruments of monetary
policy:

. fixed targets for the money supply growth,

. refinancing of commercial banks,
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. interest rates,

- open market operations,

. commercial banks reserve requirements,
. foreign currency control,

« direct quantity restrictions.

4. Match the English and Russian phrases:

1.  to offer a discount a)  TOpProBaThCs O IEHAX

2.  to haggle about prices b)  omaTuTh cuer

3. to pay in money C) CHHMATh JACHBIH (CO cUeTa)
4. topayabill d) TIpemIOKHUTH CKUAKY

5.  to withdraw money €)  TOJIOKHTDH JCHBIHU (Ha CUET)

5. Choose the correct translation of the following sentences:
1. Money is used for storing wealth .

a) JIeHbry UCTIOJIb3YIOTCS I XPaHECHHsI IICHHOCTEH.

b) HGHLFI/I HCIIOJIB3YHOTCS JJIs1 HAKOIIJICHUA oorarcTaa.

2. Paper money is much more convenient in the modern world.
a) bymakHbIe IeHpru HAMHOTO y100HEe B COBPEMEHHOM MUpE.
b) BymakHble 1eHBIM OYEHB YIOOHBI B COBPEMEHHOM MHPE.

3. The bank sends its clients a regular bank statement.

a) baHk oTmpaBsieT CBOMM KIIMEHTaM PErysIpHOe OAaHKOBCKOE M3BEIICHHUE.
b) Bank otmpagiser 6aHKOBCKOE U3BEIIICHHE MOTCHIIHATBHBIM KIIHEHTAM.

4. Credit cards are being used increasingly.

a) KpenuTHbIe KapThl peliIko HCIOIb3YIOTCS.

b) KpennTHbIe KapThl HIUPOKO HCITOIB3YIOTCS.
5. Sometimes you buy something on credit.

a) Bl nHOTMA TTIOKYTTaeTe 9TO-HUOYAb B KPEIUT.
b) Br1 Hu4ero He MoKymaeTe B KPEAMT.

6. Translate into English.

LeHnTpanpHbIi OaHK; COBpeMEHHAs JCHEKHAs CcTeMa; paboTaTh BMECTE C
MIPaBUTEIHCTBOM; OBITH OTBETCTBCHHBIM 32 IMPOBEICHUC NCHEKHOW MOTUTHKU;
JEICTBOBATH B Ka4eCTBE OAHKUPOB IS APYTUX OAHKOB, HMEIOIIUX MTPOOIIEMBI C
JIMKBUIHOCTBIO; 00ecIIeunBaTh O€30MacHOCTh; 00S3bIBaTh OAHKH BKIIAIBIBATH
JCHBTW B IICHTPAJIbHBIA OaHK TOJ HYJIEBOH MPOIICHT; CICAUTH 3a 3aracaMu
30J10Ta; OCYIIECTBIISATH OMHUCCHIO JCHET; IpeajiaraTh B KadecTBE IUIATEkKa;
COXPAHSATH CBOIO CTOMMOCTDH; KOHTPOJIHPOBATh HHDIAINIO; CIIPOC HA TOBAPHI;
HaMHOTO OoOJbIlle JCHETr B HAJWYWAH, YE€M TOBAapOB, W3BATh JICHBIU U3
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o0OpaleHus, TOBBICUB HPOIEHTHBIC CTaBKH; CIENaTh 3aeM 0Oojiee JOpOTrHM;
00paTUTBHCS 32 KPEAUTOM.

7. Find proper definitions.

1) supervision

a) the speed with which an asset can be converted into cash
(notes and coins)

2) interest

b) the process in which something such as information,
money, or goods passes from one person to another

3) legal tender

c) the central bank, that lends to commercial banks if they
have no other means of borrowing

4) to refuse

d) to put something valuable, especially money, in a bank

5) lender of last
resort

e) to take money from a bank or other financial organization
and pay it back over a period of time

6) liquidity f) the importance or worth of something for someone

7) to deposit g) money that is charged by a bank or other financial
organization for borrowing money; money that you earn
from keeping your money in an account in a bank or other
financial organization

8) to borrow h) the money that can be officially used in a country

9) trader i) to say that you will not do or accept something

10) value j) the act of watching a person or activity and making certain

that everything is done correctly, safely, etc.

11) circulation

k) someone who buys and sells goods or services

8. Answer the questions.

1) What is the central banking system?

2) What are central banks responsible for?

3) What are central banks’ main functions?

4) How do central banks ensure the safety of the banking system?
5) What is legal tender?

6) When does inflation happen?

7) How can central banks stop it?

9. Complete the text using the words:
reserve requirements, advice, supply, sells, buys, central bank, circulation,
increases, decreases, by borrowing, lends, prevents, keep, requires

Thereisa l..

The Federal Reserve System
for all states in the USA called the Federal Reserve

System (the Fed) which controls various financial functions. All national banks
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are members of the Fed. They have a right to obtain funds 2............. from their
district reserve banks, to use various services, which the system provides and to

get financial 3............. and assistance.

The Fed controls the money 4............. andS5............. the economy from
crisis. Its most powerful tool in controlling the money supply is the 6.............
. It is the percentage of all deposits that a bank must 7............. with the Fed. If
the Fed 8............. banks to keep 20% of all funds on deposit, then they can
loan out the other 80% to individuals and companies.

The Fed also 9............. and 10............. government securities (bonds).
When it buys government securities, it 11............. the money supply by
putting more money in 12.............. When the Fed sells securities, it
130, the money supply.

The Fed is the banker for other banks because it 14............. money to
them.

10. Match the verbs from (a) with the nouns (b) below:

to deposit ratios

to impose targets

to fix function
to appoint chairman
to perform money

to control circulation
to clear checks

to maintain accounts

11. Complete the sentences with words and phrases from the right part.
1) Money supply in most countries | a) either disinflation or deflation
COmprises ....
2) Business firms respond to increased | b) firms issue shares and bonds
sales by ordering more ...
3) In a booming economy, stock market | ¢) currency
prices rise and ...
4) If the money supply continues to | d)an expected decline in purchasing
expand ....
5) Lenders insist on higher interest rates | ¢) the central bank
to offset ... power.
6) Economic activity declines and ... | f) raw materials
results.
7) The most important determinant of | g) prices begin to rise
the money supply is ...
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12. Read and translate the text, put 5 questions to it.
The Bank of England

The Bank of England is Britain’s central bank. Founded in 1694, it is the
world’s second oldest central bank, being six years younger than Sweden’s
Riksbank. It was privately owned until it was nationalized in 1946.

The Governor, Deputy Governor, and 16 Directors who form the Court of
Directors are appointed by the sovereign on the recommendation of the Prime
Minister.

The Bank of England is responsible for the control of the banking system in
the interests of the nation. Its main function is to act as the Government’s bank
in the widest possible sense. It looks after the bank account of the Government
just like an ordinary bank does for its customers. Into the account go all tax
receipts and any other transfers of money from various banks, and out of it go
all payments.

The Bank of England is a banker for the commercial banks and other
financial institutions. The ordinary commercial banks keep about half of their
cash assets on current accounts with the Bank of England which uses them for
the day-to-day settlement of indebtedness between the banks. A lot of overseas
central banks have accounts with the Bank of England to facilitate a wide variety
of international transactions.

The Bank is the central note-issuing authority. New notes are issued and
worn notes are withdrawn in very large numbers every day.

The Bank acts as the Government’s agent for the administration of exchange
control and protects the gold and foreign exchange reserves.

It implements the Government policy in the money market and the loan
market by raising or lowering Bank Rate.

Because of its important position in the financial affairs of the country the
Bank gives useful financial advice to the Treasury to assist it in forecasts of the
economic situation. The Bank also advises companies on capital structure and
finance.

The style of work of the Bank of England is much admired in the world and
gives the credit for the safe and successful growth of London as the world’s
number one international center.

13. Describe the principal instruments of central banks.

14. Summarize the information of the unit and speak on the topic:
Central Banking System
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Unit 11. COMMERCIAL BANKS
1. Read the words and learn them by heart. Make up your own

sentences with them.

trade in

TOpProBaTh; OTAaBaThb CTapyl BEllb B CYET
MOKYIKHA HOBOM

to lend OJa/KUBATh, 1aBaTh B3alMBbI
to lend smth. to smb. 00aHCUBAMb UMO-TUOO KOMY-TUOO
account cuer

to open an account with a
bank

to put money on an account
to keep, hold, have an
account with a bank

OMKpbINb cHent 6 banke

NONOIICUMB OCHb2U HA CYem
umems cuyem 6 bamke

to pay interest on an|miamumos npoyenmol no cuemy
account

account holder enaoeney cuema

current account (Br) /|Tekymmii cuer

checking account (Am)

deposit account (Br) / | mermo3uTHBIN (cOeperaTebHbIN) cueT

saving account (Am.)

to enable

JlaBaTh KOMY-JIM00 BO3MOXKHOCTb MJIH ITPABO YTO-
100 cuenaTh

to withdraw money

to withdraw money from an
account

to withdraw a deposit

CHATH JCHBI'U
CHAMb 0eHb2U CO cuema

omao36danivb, 6341Mb 6KI1A0 U3 banka

at any time B J11000€ BpeMms
transaction caenKa
to make, carry out a|cosepuwums coeixy

transaction

to transfer money

NEpCBOJAUTH JICHbI'H

to draw a cheque

BBIIMMCBIBATH YCK

overdraft TIpeBbINICHUE KpeauTa (B OaHKe)
loan 3aeM, ccyga
to issue, to grant, to|mpedocmasums 3aem

advance a loan
to make a loan

noaydyums 3aem

instalment

oqepezu{oﬁ B3HOC

in monthly instalments

CKCMCCAYHBIMH TIJIATC)KAMU
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mortgage HII0TCKA

property HMYIIECTBO; COOCTBEHHOCTh
standing order MOCTOSIHHOE TUIATEKHOE MOPyUeHUE
letter of credit AKKPEITUTHB

travelers’ cheques JTOPOKHBIC YSKU

cash dispenser, ATM, cash | Garkomar

machine

2. Read the words paying attention to the transcription.
to withdraw [wr1d'dro:|

transfer |traens ' f3:]

transaction |treen’ zaekn|

loan |laun|

instalment |mn"sto:Imont|

mortgage |' mo:gid3|

3. Read and translate the text
Commercial Banks

Commercial banks are businesses that trade in money. They receive and
hold deposits, pay money according to customers’ instructions, lend money, etc.
People use these banks for their everyday money matters.

They can open current accounts. This type of account is very popular as
it enables people to keep their money in a safe place. Itallows them
to withdraw money at any time and it provides them with a chequebook so that
they don’t have to carry a lot of cash. A current account is used for
everyday transactions such as paying bills, transferring money and drawing
cheques. A customer can have an overdraft on this type of account but it pays no
interest.

A deposit accountis used for saving money. It’s not possible to draw
cheques or have an overdraft on it but it earns interest for a customer.

Another function of commercial banks is to provide credits in the form of
overdrafts and loans. Using an overdraft, a customer can take out more money
than he has in his account up to a certain limit agreed with the bank. He has to
pay the money back when requested by the bank, and he also has to pay a
relatively high rate of interest when he is overdrawn. For this reason, an overdraft
is not the best option for long-term borrowing.

A loan is cheaper if a large amount of money has to be borrowed over a
longer period. It is usually taken out for a car or a house, and is repaid in
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monthly instalments along with a fixed rate of interest. A loan used to buy a
house or land is called a mortgage.

Other commercial bank services include: standing order facilities, where
some amount of money is transferred from one account to another at regular
intervals; opening letters of credit; advising their customers on making
investments, for example in gold, property or shares; providing safe facilities for
their customers to lock up valuable articles such as jewelry or important
documents; foreign currency and travelers’ cheques transactions; paying out
cash for example from cash dispensers.

4. Find proper definitions.

1) transaction a) an arrangement by which a customer can withdraw
more from an account than has been deposited in it, up
to an agreed limit

2) standing order |b) a machine in a public place, often outside a bank,
that you can use to take money from your bank account
using a plastic bank card; ATM or cash machine

3) mortgage c¢) one of a number of parts into which an amount of
money that is owed has been divided, so that each part
is paid at different times until the total is reached

4) loan d) an instruction to a bank to pay fixed sums of money
at stated times

5) letter of credit | e) a piece of paper that you buy from a bank or a travel
company and that you can use as money or exchange
for the local money of the country you visit

6) cash dispenser | f) a single business deal

7) traveler’s g) something lent (usually money) that will have to be
cheque given or paid back
8) instalment h) a financial document in which a bank formally

promises to pay a particular amount of money into the
bank of a person selling goods if the goods are
delivered by an agreed date and in an acceptable
condition. Buyers often use it to buy goods from other
countries

9) overdraft 1) an agreement that allows you to borrow money from
a bank or similar organization, especially in order to
buy a house, or the amount of money itself
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5. Translate into English.

TOpFOBaTL ACHbTaMU; MOJYy4YaTb U XpaHUTh JACIO3UTHI;, JaBaTb NCHBI'U B
AOJIT; OTKPBITH TCKYH.II/Iﬁ CUCT; XpaHUTH ACHLI'U B 06e30macHOM MECTC, CHUMAThb
JCHBI'M CO CUCTa B JIr000¢e BpEMs; HOCUTb MHOI'O0 HAJIWYHBIX; IEPEBOJ ACHECT,
BBIIUIAYMBATh IPOLEHTHI; MPEAOCTaBIATh KPEeAUTHl B (opMe oBepapadTa H
CCYZBI; 1O OIIPEAEICHHONH CyMMBI, COTIJIACOBAHHOM ¢ OaHKOM; BBHIIIAYMBAThH
JCHbIU, Korza OaHK TpeOyeT 3TOro; BhIJIAYMBATH OTHOCHTEILHO BBICOKYIO
IIPOUCHTHYIO CTaBKYy, I[OJTFOCPO‘IHI)IfI 3a€M; CKEMECAYHBIC OUCPECIHBIC B3HOCHI,
OTKPBITh aKKPEAUTUB, 1aTh COBET KIIMCHTAM I10 ITIOBOAY HHBCCTHHHﬁ; ornepanuu
C BaJIIOTOM.

6. Answer the questions.

1) What are commercial banks?

2) What are advantages and disadvantages of a current account?
3) What is a current account used for?

4) What do you know about a deposit account?

5) What is an overdraft?

6) Why isn’t it the best option for long-term borrowing?
7) What are loans taken out for?

8) How is a loan repaid?

9) What is a mortgage?

10) What are other commercial bank services?

7. Complete the text using the words:

cheque, loan, current account, deposit account, investment advice, foreign
currency, cash dispensers, credit card, standing order

Banking Products

My salary is paid directly into a low-interest 1) ... . I can withdraw money
from it or from automatic 2) ... . I pay regular, monthly bills by way of a 3) ... :
the bank pays them according to my instructions, and debits my account. I pay
irregular bills by 4) ... or use my 5) ... in shops and restaurants. I used to have
a 6) ... which paid a high interest, but had restrictions as to how and when I
could withdraw my money. Last year I asked the bank fora 7) ... to buy a car. I
always use the bank to buy 8) ... when I go abroad. My bank also keeps offering
me 9) ... about shares, bonds, mutual funds and so on.

8. Choose the necessary word and put it in the sentence:
1 New ... are constantly being introduced and developed | a) competition
by commercial banks.
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2 Development banks exist to increase the economic | b)raise
growth of a country and ... the living standard of
population.

3 The aim of commercial banks is to provide and develop | ¢) payments
services that can be sold at ... that will yield a profit.
4 Many banks offer a combination of wholesale and ... | d) smaller-scale
banking.
5 The wholesale banking provides ... services to|e)a price
companies and other banks.
6 The retail banking provides ... services to the general | f) services
public.
7 Deposits ... and credits are the basis of the services | g) large-scale
offered by banks.
8 The increased ... between the banks contributes to the | h) retail
development of international business.

9. Read and translate the text, put 5 questions to it.
Types of Banks

Most banks can be categorized as retail, commercial or corporate, or
investment banks. The big global banks often operate separate arms for each of
these categories.

Retail Banks

Retail banks offer their services to the general public and usually have
branch offices as well as main offices for the convenience of their customers.
They provide a range of services such as checking and savings accounts, loan
and mortgage services, financing for automobiles, and short-term loans such as
overdraft protection. Many also offer credit cards. They also offer access to
investments and individual retirement accounts (IRAs). The larger retail banks
also cater to high-net-worth individuals with specialty services such as private
banking and wealth management services. Examples of retail banks include TD
Bank and Citibank.

Commercial or Corporate Banks

Commercial or corporate banks tailor their services to business clients, from
small business owners to large, corporate entities. Along with day-to-day
business banking, these banks also offer credit services, cash management,
commercial real estate services, employer services, and trade finance, JPMorgan
Chase and Bank of America are examples of commercial banks, though both
have large retail banking divisions as well.

Investment Banks
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Investment banks focus on providing corporate clients with complex
services and financial transactions such as underwriting and assisting
with merger and acquisition (M&A) activity. They are primarily financial
intermediaries in these transactions. Their clients include large corporations,
other financial institutions, pension funds, governments, and hedge funds.
Morgan Stanley and Goldman Sachs are among the biggest U.S. investment
banks.

Credit unions offer banking services but, unlike banks, they are not-for-
profit institutions created for and managed by their members or customers.
Credit unions provide routine banking services to their clients, who are generally
called members. Credit unions are created, owned, and operated by their clients,
and are generally tax-exempt. Members purchase shares in the co-op, and that
money is pooled together to fund the credit union's loans. They tend to provide
a limited range of services compared to banks. They also have fewer locations
and automated teller machines (ATMs).

In Britain there are also building societies that provide mortgages, i.e. they
lend money to home buyers on the security of houses and flats, and attract savers
by paying higher interest, than the banks.

There are also supranational banks such as the World Bank or the European
Bank for Reconstruction and Development, which are generally concerned with
economic development.

10. Complete the sentence by choosing the correct word or phrase:
1. Banks take deposits and then use them to ....
a) make loans.

b) pay debts.

c) buy another company.

2. Investment banks often act as ....

a) borrowers.

b)suppliers.

¢) intermediaries.

3. Credit unions are the equivalents of ....

a) enterprises.

b) savings banks.

¢) building societies.

4. Banks in most countries are supervised by ....
a) a central bank.

b) government.

¢) board of Directors.
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5. Credit unions are widespread in ......

a) Russia.
b) Great Britain.
c) the USA.
11. Match the English and Russian equivalents:
1. to make a profit a) KOHTPOJIMPOBATH
2. to supervise b) BBITTyCKAaTh KPEAUTHEIC KAPTHI
3. to provide services C) YIIpaBIsATh OAHKOM
4. to run a bank d) noxy4ats npuObLIb
5. to issue credit cards €) MPEeAOCTABIATh YCIYTH

12. Make phrases:

1. merchant a) account
2. foreign b) union
3. checking c) exchange
4. credit d) loan
5. long-term e) bank

13. Choose the correct prepositions for the following sentences:
1. Banks are supervised ____the Central Bank ____Russia.

a) with, of

b) by, of

¢) by, in

2. The banking structure varies ____ one country ___another.

a) from, to

b) from, by

c) of, for

3. Investment banks often act as underwriters ___ anissue ____ shares.
a) for, in

b) for, of

¢) to, of

4. Building societies provide long-term loans __ homebuyers.

a) to

b) with

c) on

5. Credit unions are very popular ___ America

a) for

b) to
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¢) in

14. Summarize the information of the unit and speak on the

topic: Commercial Banks

Unit 12. TAXATION
1. Read the words and learn them by heart. Make up your own

sentences with them.

compulsory

MIPUHYIUTEIHHBIA, 0053aTeIHHBIN

contribution
to make a contribution
a contribution to smth.

BKJIAJ
coenamo 6K1A0
6K1A0 60 UMOo-1uUbo

public authorities

OpraHbl Focy,I[apCTBCHHOP'I BJIaCTHU

source

HNCTOYHHUK

revenue
annual, yearly revenue
net revenue

JIOXO/I
20006011 00X00
YuUCmblil 2000601 00X00

to levy, to assess, to impose

to levy a tax on smb.

A special tax is imposed on very
high incomes.

B3MMAaTh HaJor, 00JaraTh HaJorom
obnazamo K020-1ub0 HANO2OM

Ouenv  6vlicOKUEe 00X00bl  001A2AIOMC
CNeYUaIbHbIM HAJLOZOM.

direct taxes

IIPsAMBIC HAJIOTH

indirect taxes

KOCBCHHBIC HAJIOT'H

to provide smb. with smth.

obecrneunBaTh KOro-aIn0o yeM-imodo

defense

obopoHa

municipal services

MYHUIMIAIbHBIE YCIYTH

to give effect

OCYHICCTBJIATDH, IPUBOAWTDL B UCITOJIHCHUC

welfare 0J1arOCOCTOSTHHE

to promote CITOCOOCTBOBATH, noMorarhb,
COJIeMCTBOBATh

tier YPOBEHB

value-added tax (VAT) HaJOr Ha JI00ABJIEHHYIO CTOMMOCTh
HAC)

securities tax

HaJIOT" Ha IICHHBIC 6YM3.FI/I

tax return

HaJIOTOBas JACKJIapanus

tax authority

HaJIOTOBbIM Opran

to submit smth to smb.

MPEJCTaBUTh YTO-THO0 KOMY-THOO Ha
paccMoTpeHue

to lodge

IoJaBaTh >x<ano6y, MMPpOIICHHUE

92



illegal evasion of tax obligations | He3aKOHHOE YKJIOHEHHE OT HaJOTOBBIX

0053aTeNLCTB
eliminate JIMKBHIMPOBATH
avoidance n30exkanne (MHHAMHU3ALMSA HAJOTOBBIX

00513aTEeJILCTB 3aKOHHBIM ITyTEM)

2. Read the words paying attention to the transcription.
compulsory [kom palsari|

revenue | revonju|

levy |'levi]

assess |o'ses|

impose [1m'pavz|

municipal |mju: nisipl|

tier |t1o]

evasion |1 ver3n|

eliminate |1’ liminert|

3. Read and translate the text.

Taxation

Taxes are a compulsory financial contribution by a person or groups of
persons to the expenditure of public authorities. In modern economies taxes are
the most important source of government revenues. Taxes imposed on income
(on wages, salaries, profits, dividends, rent, interest) and on capital are known
as “direct” taxes. Taxes on commodities or services are known as “indirect”
taxes. Many things imported into the country have to pay taxes or “duties”.

Taxes are considered to have three functions:

- fiscal or budgetary, to cover government expenditure, to provide the public
authorities with the revenue required for meeting the cost of defense, social
services, interest payments on the national debt, municipal services, etc.;

- economic, to give effect to economic policy, to promote stable economic
growth;

- social, to increase the economic welfare of the community.

Businesses and individuals are subject to many forms of taxes. The various
forms of business organizations are not taxed equally. The tax situation is
simpler for proprietorships and most partnerships while companies
are levied differently.

Russian taxes provide revenue for three tiers of the budget: federal, regional
and local.

93



The major taxes paid to the budget are: profit tax, value-added tax, securities
tax. Tax returns are audited by tax authorities at the time they are submitted.

If a company or a person assessed believes the assessment is incorrect in
any way, an appeal may be lodged against it. The appropriate financial organ is
required by law to reply to such an appeal within five days.

We should say that along with cases ofillegal evasion of tax
obligations there are legal ways of avoidance by which a person or a business
may so arrange affairs as to minimize or even eliminate tax liability on property
and income.

4. Answer the questions.

1) What are taxes?

2) What are “direct” and “indirect” taxes?

3) What are the functions of taxes?

4) How are businesses taxed?

5) What taxes are paid to the federal budget?

6) What bodies audit taxes?

7) When can taxpayers lodge an appeal?

8) What is the difference between tax evasion and tax avoidance?

5. Translate into English.

OO0s3arenbHbI (DUHAHCOBBIN BKJIAJ; PACXO/bl OPTaHOB TOCYAapCTBEHHON
BJIaCTH, Ba)XKHBIM UCTOYHHK MMPaBUTCIIbCTBEHHBIX TOXOI0B; HAJIOT Ha 3apruiaty
pabounx; HaJOT Ha 3apIuiaTy CIy)Kallux; HAJIOT Ha TMpHOBUIb; HAJIOT Ha
AUBUJCH/BI; HAJIOT HA PECHTHLBIC IUIATCXKM, HAJIOT Ha HpOHeHTHHﬁ J0X0d, HaJIor
Ha KamlWTaJ; MOKPBIBATh M3JEPKKH (PacXoipl); MPOIEHTHBIE IJIATEXHU IO
BHEIIHEMY JIONTY; CTaOWIBbHBIA 3KOHOMHYECKUH pPOCT; OJIarocoCTOsHHE
00IIIeCTBa; MOJUICKATH 0OJIOKESHUIO HAJIOTOM; JIOXO/Ibl TPEX YPOBHEH Oro/KeTa;
HaJOT Ha J00aBJICHHYI CTOMMOCTH; HAJIOT Ha IIEHHbIe Oymaru; mojaBaTh
HAJIOTOBYIO JIEKJIapalnio; MPOBOJUTH ayJUTOPCKYIO IPOBEPKY; MOJaBaTh
anCIULIINOHHYI0  kamo0y; B TEUCHHE TSITH JHEW; JTUKBHIUPOBATH
00513aTeNTbCTBA O yIIJIaTe HAJOTOB.

6. Complete the text using the words:

invest, tax policy, tax authorities, receive, more, equal, taxation, taxpayer,
income

Tax Policy
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There are four objectives of tax policy: simplicity (mpoctorta), efficiency,
fairness  (4ectHOoCTh,  cmpaBemHBOCTH), and  revenue  sufficiency
(IOCTaTOYHOCTD).

Simplicity means that relations of the 1) ... and the 2) ... are as easy as
possible.

Efficiency means that 3) ... interferes as little as possible in the choices
people make. For example, the tax law shouldn’t induce (mo0y»xnath, CKJIIOHSTE)
a businessman to 4) ... in real estate (HexBmwkuMocTh) instead of research and
development.

Fairness, to most people, requires that equally situated taxpayers pay 5) ...
taxes and that better-off (cocrosrensHbie) taxpayers pay 60) ... tax. The problem
though is how to judge if two taxpayers are equally situated. For example, one
taxpayer might 7) ... income from labor while another receives the same 8)...
from inherited wealth (yHacnegoBaHHOE COCTOSHUE).

Revenue sufficiency is an obvious criterion of 9) ... .

7. Chose the correct words to complete each sentence:

1) The tax on wages and salaries is called ... tax .

a) value-added b) income

2) A tax that is levied at a higher rate on higher incomes is called a ... tax.
a) progressive  b) regressive

3) VAT, sales taxes, customs duties on import, etc. are ... taxes.

a) direct b) indirect

4) Reducing the amount of tax, you pay to a legal minimum is called ... .

a) tax avoidance b) tax evasion
5) Making false declarations is called ... and is illegal.
a) tax avoidance b) tax evasion

8. Find the right definition

1. revenue a. the total amount of money that a government or person
spends

2. government |b. a particular legal form for a small company in some
countries

3. tax c. something that provides protection against attack from

enemies, or against something dangerous such as weather or
an infection

4. municipal d. the general state of health or degree of success of a
person, business, country, etc.

5. expenditure |e. toremove or take away someone or something
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6. equally f. the amount of money that is owed by a person, company,
country, etc. and that they usually have to pay interest on

7. dividend g. the offices, departments, and groups of people that
control a country, state, city, or other political unit

8. debt h. money paid to the government that is based on your
income or the cost of goods or services you have bought

9. defense i. belonging to a town or city

10.assessment | j. a part of the profit of a company that is paid to the people
who own shares in it

11. proprietorship | k. the process of calculating how much tax someone must
pay, or the amount that must be paid

12. welfare I. fairly and in the same way
13. eliminate m. the income that a government or company receives
regularly

9. Translate the sentences from Russian into English

1. 51 He 3Hat0, obNaraeTcs M 3TOT TOBAP MONUINHOM.

2. Hayror Ha BBO3MMBIE TOBAPHI 3AIIUINAET MECTHYIO TIPOMBIIUIEHHOCTb.

3. Ilpm mnomomm HajIOroB TOCYJapCcTBO IOJIyd4aeT JEHbIM Ha
3/IpaBOOXpAHEHNE, APMUIO M IPYTHE PACXOIBI.

4. CymecTBYIOT pa3Hbl€ B3TJISIBI HA TO, KaK HAJIO PACIIPEeaTh HAJIOTH.

5. CyMmMa Hajora J0JIKHA 3aBUCETh OT J0X0/1a HAJIOTOIUIATEeIbIINKA

6. [loutn B KaXIOM TOCYAapCcTBE CYIIECTBYIOT KakK IMpsMbIe, TaKk U
KOCBEHHBIE HAJIOTH.

10. Read and translate the text and make 5 questions to it.
The types of taxes

Tax is a rate or sum of money assessed on a person or property for the
support of the government and commonly levied upon assets or real property
(property tax), or income derived from wages, (income tax), or upon the sale or
purchase of goods (sales tax).

Ad valorem tax (value added tax) is a tax imposed upon the difference
between the cost of an asset to the taxpayer and the present fair market value of
such asset, a tax based on a percentage of the value of the property subject to
taxation, as opposed to a specific tax, which is a fixed sum applied to all a certain
class of articles.

Capital gains tax (UK) is foreign currency bank accounts owned by
persons not domiciled only in the UK and situated in the UK for the purposes of
capital gains tax.
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Estate tax (inheritance tax, transfer tax) is a tax upon the transfer of
property, not upon the property itself, estate taxes imposed upon the net value of
decedent’s estate. Estate taxes are based upon the power to transmit or the
transmission from the dead to the living. The same tax result is accomplished in
some jurisdiction through imposition of inheritance taxes which are taxes
imposed upon the receipt of the deceased’s property by the beneficiary. Estate
taxes and inheritance taxes are both forms of transfer taxes which are taxes levied
upon the passing of title to property.

Estimated tax is an income tax paid periodically by a taxpayer on income
not subject to withholding taxes, in an amount based upon the taxpayer’s
projected liability.

Excise tax is a federal tax imposed upon the purchase of certain items.

Franchise tax is a tax generally imposed by the states upon corporations.
Often, the franchise tax is divided into two components: 1) a tax upon the net
income of the corporation attributable to activities within the state; and 2) the
tax on the net worth of the corporation located in the state.

Income tax is a tax imposed upon income received which is recognized for
tax purposes by the taxpayer, reduced by the allowable deduction and credits.

Progressive tax is a tax in which rate increases as the amount subject to tax
increases. For example, a progressive tax would be a tax at which on lower
income levels the rate of tax was lower the rate of tax on higher income levels.

Property tax generally tax imposed by municipalities upon owners of
property within their jurisdiction based upon the value of such property.

Proportional tax is a tax imposed at a fixed and uniform rate in proportion
to the property subject to the tax.

Regressive tax is a tax in which rate decreases as the amount to which the
tax is applied increases.

Sales tax is a tax generally imposed by state or local government on the sale
of certain items that are generally not for resale. In general, the sales tax is at a
set rate regardless of the purchase price of the property.

Unified estate and gift tax is a federal tax imposed upon the net value of
an estate and on gifts of certain amounts. The transferor is liable for the gift taxes
but if the transferor fails to pay the gift tax, the transferee may be held liable for
its payment.

Use tax is a tax imposed upon property purchased in one jurisdiction but
brought into another jurisdiction. The jurisdiction imposing a “use tax” does so
to curtail out-of-state purchases made for the purpose of avoiding sales taxes.
The rate of a use tax is generally the same as the rate of a sale tax.
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Withholding tax is the amount of income tax withheld from a payment of
income. For example, an employer is required to withhold taxes from
employee’s salary when the salary is paid to the employee. The amount withheld
is a credit against the amount of income taxes that the employee must pay on
income earned for the taxable year.

Interest in commercial law, consideration paid for the use of money loaned
or forbearance in demanding it when due. Interest is a means of compensation
and expresses a formula consisting of the amount charged (a percentage), the
amount loaned and the time involved.

Compound interest is an interest paid not only upon the principal sum, but
also upon the interest previously paid on that sum. Thus, interest already paid or
accrued becomes part of the principal, for purpose of subsequent interest
calculations.

Interest rate is the amount of interest paid usually expressed as a
percentage of the amount of the underlying debt.

11. Match the Russian translation with the paragraphs in Exercise 10
and give a name to each type of tax.

... — OTO HAJNOT HA pa3HUIy MEXKIy CTOMMOCTBIO TPOAYKTa IS
HAJIOrOIIaTebIINKA W HACTOSIICH OOOCHOBAHHOM PHIHOYHOM IICHOW 3TOrO
MPOJYKTA.

... —9TO HAJIOT Ha Mepeaadyy COOCTBEHHOCTH, a He Ha caMy COOCTBEHHOCTb.

... — (pemepanbHBIA HAJIOT, B3UMAEMBI MPH IMOKYNKE HEKOTOPBIX BHJIOB
TOBApOB.

... OOBITHO B3UMAETCS IMTAaTAMU C KOPIIOPAITHii.

««. —3TO HAJIOT, KOTOPBIH B3UMAETCSI C MOJIYUYEHHOT'0 U 3aBJIEHHOIO 10X0/1a
HaJIOTOIIATEIbIINKA, 32 BEIUETOM CYMM, Pa3pelICHHBIX 3aKOHOM, U KPEAUTOB.

... — HAJIOT, IPX KOTOPOM CTaBKa BO3PACTAET MO0 MEPE YBEIMUYCHHSI CyMMBI,
TOJUTeXKAIIEH HAIIOTOOOI0KEHHIO.

<. — OTO OOBIYHO HAJIOT, B3UMAEMBIH MYHUIIMITAJLHBIMUA OpraHAMH C
BJIQ/IENTbLIEB COOCTBEHHOCTH.

... — HAJIOT, TIPX KOTOPOM CTaBKa YMEHBIIIAETCS 110 MEpe TOro, KaKk 00beM
JI0X071a, TIO/IJIEKAIIEr0 HaJOr000JI0KEHHIO, YBEITHYUBACTCSI.

... — (hemepaabHBIN HAJIOT, B3UMACMBI C YUCTOW CTOMMOCTH HACJICICTBA U
JlapeHUI OINpeIeIeHHbIX Pa3MepPOB.

««. —93TO YaCTh MOJOXOJHOI0 HAJIOTA, KOTOPAas yIE€PKUBAETCS U3 BHITUIATHI
Joxoza.
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12. Using a variety of sources, prepare a presentation on a country's

taxation system

Unit 13. TRADE

1. Read the words and learn them by heart. Make up your own

sentences with them.

to be involved

Y4acCTBOBAaTh, OBITh BKIIFOYEHHBIM (BO YTO-TO)

sales outlet

TOYKA ITPOJIAK

intermediary, middlemen MOCPEJHUK

manufacturer ITPOU3BOJIUTEIIH

sales representative TOPTOBBIN TIPEJICTABUTEIND
to persuade y0ex1aTh

an authorized dealer oQUIMATHHBIN THIIED
franchise ¢dpanmuza

the edge of town

OKpauHa ropojia

domestic trade

BHYTPEHHSIS1 TOPTOBJISI

visible BUIAMBII
invisible HEBUIUMBIN
insurance CTpaxoBaHHUE
freight MIEPEBO3Ka IPY30B
expertise JKCIEepTH3a

Gross National Product GNP

BasioBblii HarmoHanbHbIN npoaykT BHIT

Gross Domestic Product GDP

Basnosblii BHyTpennuii npoaykt BBII

earnings

3&pa60TaHHLI€ CpeacTBa

expenditure

pacxoabl

balance of payments

IUIATEKHBII OaaHc

balance of trade

TOPTOBBIN OaaHc

surplus

HU3JIHUIICK, aKTUBHOC CaJIbJ0

deficit

JaehUIUT

2. Read the words paying attention to the transcription.

to persuade |po’sweid]
authorized | o:0orarzd|

intermediary | mto 'mi:drari|

franchise | frentfarz]

manufacturer | menjo ' faekt/oro|

expertise |eksp3: 'ti:z|
deficit | defisrt|
surplus |'s3:plos|
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3. Read and translate the text.

Trade

Very few producers make their goods and sell them directly to their end-
users. There are usually specialized marketing intermediaries involved in
getting goods or services to the right place - a sales outlet convenient to
consumers - at the right time. These intermediaries constitute a distribution
channel or a chain of distribution.

The shortest channel exists in cases of direct marketing, where the
manufacturer sells directly to consumers, reaching them by telephone or direct
mail, or by way of its own sales representatives who contact existing and
potential customers, and try to persuade them to buy goods or services. More
common are channels with a single intermediary - e.g., a sales agent or broker
for industrial goods, a retailer for consumer goods, an authorized dealer in the
automobile industry, or a franchise in the fashion, car hire and fast-food
businesses. More channels that are complex add further intermediaries such as
wholesalers and different agents.

Marketing channels change over time. For example, in retailing, the
development of department stores, chain stores, mail order firms, supermarkets,
hypermarkets on the edge of town, franchising systems, and so on, were all
twentieth century developments. The twenty-first century prefers virtual reality
shopping.

Not only domestic, but also international trade is actively conducted.
Countries buy and sell various goods as well as various services. Goods bought
from abroad, such as food, cars, machines, medicines, books and many others,
are called visible imports. Goods sold abroad are called visible exports.

Services, such as insurance, freight, tourism, technical expertise and others,
are called invisible imports and invisible exports.

The total amount of money a country makes including money from visible
and invisible exports, for a certain period of time, usually for a year, is
a Gross National Product, or GNP.

The difference between a country's total earnings or GNP, and its total
expenditure is called its balance of payments.

The difference between what a country receives for its visible exports and
what it pays for its visible imports is its balance of trade. If a country sells more
goods than it buys, it will have a surplus. If a country buys more than it sells, it
will have a deficit. A trade deficit represents an outflow of domestic currency to
foreign markets. This may also be referred to as a negative balance of trade
(BOT).
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4. Define the following words from the text.
Outlet, authorized dealer, sales representatives, end-users.

. Answer the questions.
. How is a distribution channel created?
. What is the shortest channel to sell?

. What are the selling developments of the XX century?

5
1
2
3. What does the term “a single intermediary» mean?
4
5

. What are the XXI century characteristics in selling?

6. Match the right and left parts of the table to get proverbs related to

trade.
1. When buyers don't fall for prices a) others must fail.
2. Pile it high b) must not open a shop
3. It is not enough to succeed ¢) and sell it cheap
4. A man without a smiling face d) then what were we buying before?
5. Marketing is everything e) prices must fall for buyers
6. If every new product is 'improved' | f) and everything is marketing.

7. Find definitions (1-12) for terms (a-l) related to trading.

1. agent a. an agent in a particular market, such as securities,
commodities, insurance

2. distributor b. a general term for agents, brokers, dealers, merchants,
traders, wholesalers, retailers, and other marketing
intermediaries.

3. outlet c. a merchant such as a shopkeeper who sells to the final
customer.

4. broker d. a place where goods are sold to the public — a shop,
store, kiosk, market stall, etc.

5. franchisee e. a collective term for a company's sales representatives
or commercial travelers

6. sales force f. an intermediary who stocks goods from various

suppliers and delivers them to retailers when ordered.
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7. consumer g. a person (generally a wholesaler) who stocks and
resells components or goods to manufacturers or
retailers.

8. merchant / trader | h. a person (or company) who buys a product or ser vice
from a producer or a shop.

9. retailer i. a person who buys (and takes possession of) goods,
and sells them on his or her own account.

10.buyer j- a person who buys an exclusive right to sell certain
products in a certain area (or to use a particular name).

11.middlemen k. a person who negotiates purchases and sales in return
for commission or a fee.

12.wholesaler 1. the end-user of goods or services, whose needs are

satisfied by producers.

8. Underline the right words, given in the brackets:

1 . Goods sold to other countries, such as food, cars, machines, medicines,
books, musical instruments and many others, are (visible, invisible) exports.

2. Services, such as insurance, freight, tourism, technical expertise, medical
operations and others sold to other countries are invisible (imports, exports) .

3. The difference between total earnings of a country and its total
expenditure is called its balance of (payments, trade) .

4. The difference between a country's earnings for its visible exports and
expenditure for its visible imports is called its balance of (payments, trade) .

5. The difference between a country's GNP and its total expenditure is called
its balance of (payments, trade).

6. The total amount of money a country earns including exports, for a certain
period of time, is called (Gross Domestic Product - GDP, GNP).

7. The amount of money a country earns for goods and service inside the
country is called (GDP, GNP).
. If a country sells more goods than it buys it will have a (deficit, surplus).

o)

9. Continue the sentences:

1. If a country buys more goods than it sells it will have a .............
2. Gross National Product is the total amount .................

3. Gross Domestic Product is ................

4. Invisible exports and imports are ...............

5. Visible exports and imports are ................

6. A country's balance of payments is .................

7. A country's trade balance is ...........c..c......



10. Translate into English.

1. Ctpanbl IpOAAIOT U MOKYMAIOT KaK TOBAPHI, TAK U Pa3IUIHbIC YCIYTH.

2.Ecnu ctpana mokymaeT Ooiblle, YeM MPOJacT, TO B cTpaHe OyaeT
JIeUIHT.

3.Yro Takoe TuaTeXHbIi OanaHc?

4.PacckaknTe 0 rOJJOBOM BaJIOBOM MPOJYKTE HAIlleil CTPaHBI.

5. Hamr pernon mpoaet 0oJbIre, 9eM MOKYITaeT.

6.ToBapsl, TpoziaBacMbIe 32 pyOeK, Ha3BIBAIOTCS DKCITOPTOM.

11. Put in the right prepositions, if it is necessary.

1. Goodsbought  abroad are called visible imports. Goods sold _ abroad
are called visible exports.

2. The difference = a country’s total earnings GNP and its total
expenditures is called balance of payments.

3. The total amounts __ money a country earns __ goods _the country is
called Gross Domestic Product.

4. Goods sold  other countries are visible exports.

12. Discuss with the group the following topics:
1. Why did trade arise?

2. What is the role of trade in society?

3. What problems hinder the development of trade?

13. Read and translate the text and make 5 questions to it.
Comparative Advantage

The first long-distance trade is thought to have occurred 5,000 years ago
between Mesopotamia and the Indus Valley.

Trade seems to be as old as civilization itself - ancient civilizations traded
with each other for goods they could not produce for themselves due to climate,
natural resources, or other inhibiting factors. The ability of two countries to
produce items the other could not and mutually exchange them led to the
principle of comparative advantage.

This principle, commonly known as the Law of Comparative Advantage, is
popularly attributed to English political economist David Ricardo and his
book On the Principles of Political Economy and Taxation in 1817. However,
Ricardo's mentor James Mill likely originated the analysis.

Ricardo famously showed how England and Portugal benefited by
specializing and trading according to their comparative advantages. In this case,
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Portugal was able to make wine at a low cost, while England was able to
manufacture cloth cheaply. By focusing on their comparative advantages, both
countries could consume more goods through trade than they could in isolation.

The theory of comparative advantage helps to explain why protectionism is
often counterproductive. While a country can use tariffs and other trade barriers
to benefit specific industries or interest groups, these policies also prevent their
consumers from enjoying the benefits of cheaper goods from abroad. Eventually,
that country would be economically disadvantaged relative to countries that
conduct trade.

When two countries trade, they can each have a comparative advantage and
benefit each other. For instance, imagine a country that has limited natural
resources. One day, a shepherd stumbled upon an abundant cheap and renewable
energy source only occurring within that country's borders that could provide
enough clean energy for its neighboring countries for centuries. As a result, this
country would suddenly have a comparative advantage it could market to trading
partners.

Imagine a neighboring country has a booming lumber trade and can
manufacture building supplies much cheaper than the country with the new
energy source, but it consumes a lot of energy to do so. The two countries have
comparative advantages that can be traded beneficially for both.

Unit 14. THE BUSINESS CYCLE
1. Read the words and learn them by heart. Make up your own
sentences with them.

business cycle [IUKJI IETTOBON aKTUBHOCTHU

fluctuation KoJjeOaHue

feature 0COOEHHOCTb, YepTa

to expand PaCIIUPSTHCS, PA3BUBATHCS

capacity MOIITHOCTbh, CIOCOOHOCTH

growth (expansion, upturn) pocT

recovery O)KUBJICHUE

recession (decline, downturn, | pemeccus; cran

contraction)

depression (slump) DIyOOKHWI CIaj JIeJIOBOH aKTUBHOCTH;
KPH3HC

trough HU3MIasg TOYKa (IIMKIA), THO

boom OyM, OBICTPBII MOABEM (memoBoit
AKTHUBHOCTH)

peak (prosperity) BBICIIIAsl TOYKA; UK
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debt

J0JIT; 3a10JDKCHHOCTD

to pay mortgage or rent

OIUIaYMBATh UIIOTCKY WJIN ApECHIY

internal and external theories

BHYTPEHHHUE U BHEIIHUE TEOPUU

to lay-off YBOJIBHSITh

austerity program porpamMma >KeCTKOH YKOHOMUH
tax cuts CHHM)KEHHUE HAJIOTOB

to enhance growth VBEIIMYUTH POCT

to prosper IIPOLBETATD, IIPEYCIEBATH
severe TSKEIIBIA, Cephe3HbIN

to keep its stand COXPAHHUTH CBOIO MO3HUITHIO
indices [10Ka3aTellb, HHIEKC

maturity point

TOYKA 3PEJIOCTH

to establish the niche

3aHATH HUITY

loyalty BEPHOCTb, MPEAAHHOCTD
venture PHCKOBAHHOE, CMEJIOE TIPEMPHUSITHE
to struggle MpOOMBATHCS; OOPOTHCS

2. Read the words paying attention to the transcription.

recession |r1'sefon|
trough [trof]
prosperity |pro'spertti|
internal |in't3:nal|
external |1k st3:nal]
capacity |ko ' paestti]|
debt |det]|

enhance |m ha:ns|
prosper | prospa)|
severe [s1 VI
indices | mdisi:z|
maturity |[mo'tfvarati|
niche |ni:f]

venture | vent/3|

3. Text
1. Before you start.

*What do you already know about business cycles? Work in pairs or small
groups and discuss the reasons why business development is always cyclical.
* What definitions for “crisis” in general can you suggest? Can you give any
synonyms?
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* What can cause a crisis in an economic sphere?
*[s a crisis an essential and inevitable part of every business cycle?

2. Read and translate the text.

Business Cycle

Economic history shows that the economy never grows in a smooth and
even pattern. A country may enjoy several years of economic expansion and
prosperity. This might be followed by a recession or even a financial crisis or
rarely a prolonged depression.

The business cycle is the fluctuation
in the general level of economic activity,
measured by the rate of unemployment
and changes in GDP; it is a permanent
feature of market economies: gross
domestic product fluctuates as booms and
recessions succeed each other. During a
boom an economy expands to the point
where it is working at full capacity, so that Time —b
production, employment, prices, profits,
investment and interest rates all tend to rise.

During a recession, the demand for goods and services declines and the
economy begins to work at below its potential. Investment, output, employment,
profits, commodity and share prices, and interest rates generally fall.

A serious, long-lasting recession is called a depression or a slump.

The highest point of the business cycle is called a peak, which is followed
by a downturn or downswing or a period of contraction. The lowest point of the
business cycle is called a trough, which is followed by a recovery or an upturn
or upswing or a period of expansion.

Economists sometimes describe contraction as ‘negative growth’.

There are various theories as to the cause of the business cycle. Internal
theories consider it to be self-generating, regular and repeating. A peak is
reached when people begin to consume less. In the mid-nineteenth century, it
was suggested that the business cycle results from people infecting one another
with optimistic or pessimistic expectations. When economic times are good or
when people feel good about the future, they spend, and run-up debts. If interest
rates rise too high, a lot of people find themselves paying more than they
anticipated on their mortgage or rent, and so have to consume less. If people are
worried about the possibility of losing their job in the near future they tend to
save more. A country’s output, investment, unemployment, balance of payments

Typical Business Cycle

Recession

Growth /
\

Growth trend

Output  —»

Slump
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depend on millions of decisions by consumers and industrialists on whether to
spend, borrow or save.

Investment is closely linked to consumption, and takes place when demand
and output are growing. As soon as the demand stops growing at the same rate,
investment will drop, leading to a downturn.

Another theory is that sooner or later during every period of economic
growth — when the demand is strong, profits are increasing — employees will
begin to demand higher wages or salaries. As a result, employers will either
reduce investment, or start to lay-off workers, and downsizing will begin.

External theories, on the contrary, look for causes outside economic activity:
scientific advances, natural disasters, elections or political shocks, demographic
changes, and so on. There is a theory that, where there is no independent central
bank, the business cycle is caused by governments beginning their periods of
office with a couple of years of austerity programs followed by tax cuts and
monetary expansion in the two years before the next election.

4. Match the words with their definitions.

expansion a period of rapid growth of real GDP resulting in lower
unemployment, accelerating inflation rate and rising asset
prices

depression a situation in which something has reached its lowest level,
price, etc. before going up again

boom the increase of something in size, number, or importance

recovery a period during which something reaches its highest level,
price, rate, etc.

trough time of low economic activity, when investments lose value,

businesses fail and people lose their jobs, that lasts for a long
period of time, usually several years

contraction a process in which a situation improves after a difficult period,
or in which prices increase after falling in value
peak a phase of the business cycle in which the economy as a whole

is in decline

. Answer the questions on the text.
. What is the business cycle?
. What phases of the business cycle are generally identified?
3. What economic indicators are taken into account when estimating the
phase of the business cycle?
4. What theories of the business cycle does the text review?

N — W
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9.

What is the economy like during a boom?

How does the economy work during a recession?

What is a peak and what is a trough?

How do internal theories view the business cycle?

What factors are considered important in external theories?

10. Which of the various theories of the business cycle mentioned in the text
do you find the most convincing?

~N NN R W=

7.

. Complete the following sentences to summarize the text above:
. The business cycle is ... .

. During a boom an economy ... .

. In the period of recessions the demand for goods and services ... .
. There are ... theories as to the cause of the business cycle.

. Internal theories suppose that ... .

. External theories, on the contrary, consider that ... .

. There is also a theory that ... .

Viewpoint. Which of the theories mentioned in the text do you find

the most convincing?

8.

Read the following text and fill in the gaps with the words from the

table below. Make 5 questions to the text.

peak trough profits expansion phase

enhance growth | prosper severe decision-making

degradation brand identity to keep its stand | to branch out

trust and goodwill | intelligent to have low |potential threat of
marketing indices competitors
practices

depression boom recession maturity point

Business (or economic) cycles characterize the changes in economic activity
during particular periods of time. These changes can be observed both globally
(in the scale of a national economy as a whole) and locally (in the scale of each
particular business). The cycles of economic development are measured with the
changes of GDP. In terms of a business, it is the profit that shows how a business
is doing.

In the global meaning, a business cycle means the fluctuations in economic
activity of a nation’s economy that are typically characterized by four recurring
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phases: 1) recession (decline, contraction), 2) trough, 3) growth (expansion,
recovery) and 4) peak (prosperity). Complete business cycles vary in length. The
duration of business cycles can be anywhere from about two to twelve years,
with most cycles averaging about six years in length.

During a a) ............. the demand for goods and services decreases, and
the economy begins to work at below its potential. A rigorous and long-lasting
recession is called a b) ............. or a slump. A recession leads to the lowest
point of the business cycle whichiscalledac) .............. In its turn, a trough is
followed by a growth — the period when economy “recovers” from the crisis and
starts expanding again. Quick and abrupt recovery is knownasad) ..............
The highest point of a recovery is called a e) ............. when economic
activities reach their maximum and economy starts working at full capacity.

With the passage of time, a business enters into different phases of its life
as well. These phases resemble the changes in national economies. But their
interpretation is, naturally, a bit different.

1. Growth. This is the initial phase when many policies and business

strategies should be framed. It is also called the f) ............. , because the
business tries to establish its niche in the market by creating the brand identity
and generating brand loyalty within the customer base using g) .............. This

stage is characterized by a rise in consumer demand and a consequent
requirement of increased inputs in terms of production, manufacturing, and
general operations to keep up with the rising sales and continued growth. The
growth phase, being marked by increased sales, shows a rise in h) .............
and firmly establishes the brand name of the business in the market. A company
has to work on its strength and look out for the 1) .............. The focus of this
stage is to maintain the core customer group and build j) ............. amongst the
customers.

2. Peak. The second crucial juncture is the “peak” phase. A business reaches
itsk) ...l and becomes well established in the market. Sales reach their
apex and a business doesn't need to put much effort to increase its turnover. The
profits are fairly stable. The I) ............. and brand image are well established.
The customer base, investors, and other important business networks are well
laid. However, intensive marketing must enhance the overall market position, or
at least maintain the current one. This is the phase where the company would
wantm) ............. into other ventures and dabble with product innovation.

3. Recession. Then comes the phase when the market sales of a business
decline. There can be a lot of factors responsible for the n) ............. of the
business. It can be government policies, new strong competitors, labor problems
or any other unfavorable conditions that can bring about a drastic change in the
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economic stability of a business. It becomes a stage where a company struggles
0) trerenannns in the market. This stage shows a loss in market share and the
business is said to be in a phase of recession.

4. Trough. The trough stage is opposite of the peak stage. In terms of the
market share and sales, a business reaches its lowest point. Prices and profits
start falling. A business tends p) ............. of selling, buying, employment and
production. Consumer demand and confidence level remain low. High
competition in the market leads to the downfall of a business. If the trough phase
becomes q) ............. , then it is known as depression.

The last phase may be the end of a business. But this doesn't happen in most
cases, because businesses often frame new expansion policies to 1) ..............
When businesses frame such policies, this stage becomes a recovery stage,
which, if successful, takes the company back to its growth, thus completing the
cycle. Proper planning and s) ............. are essential to make a business t)

9. Arrange the features from the list below according to the four stages
of a business cycle and fill in the table.

High supply; Loss in sales; High competition; Decrease in demand; High
income; New policies; High unemployment; Loss of market share; Creation of
customer loyalty; High market share; Low income; Increasing demand; Strong
brand image; High advertising; Loss in customer confidence; High demand; Fall
in market share; Less advertising; Cost cutting and reduction; Increased income;
Lowest income

Growth Peak

Recession Trough

10. Match and translate the antonyms:

depression recovery
recession boom
aggregate rise
upturn individual
low partial
heavy falling
rising increase
reduction downturn
full high
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| fall | light, some |

11. Complete the statements choosing the right option.

1) The phase of the business cycle follows a recession.

a. recovery

b. contraction

c. peak

d. trough

2) The upper turning point of a business cycle is a

a. boom

b. trough

c. peak

d. expansion

3) A serious, long-lasting recession is called a

a. boom

b. depression

c. growth

d. contraction

4) Technological advances, natural disasters, elections are factors
causing the business cycle.

a. internal

b. endogenous

c. exogenous

d. demographic

12. Discuss with the group the following topics:

1. What is the average duration of business cycles

2. What measures should a business take during each of the four stages of
a cycle?

3. What can help a business survive the ups and downs

4. Think over and say what happens during each stage of a business cycle
to each of the following factors:

» Jobs — increase in number; decrease; stay the same.

* Unemployment — high; low; the highest; becomes higher (lower).

* Prices for consumer goods — go up; go down; stay the same.

* Consumers buying habits — buy less, buy more; no change.

* Number of business firms in the market — increases; decreases; stays the

* same.
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13. Translate the following sentences into English.

1. DKOHOMHKa CTpaHbI IEPEKUBALT IITyOOKHUH, 3aTSHKHON CIIaj.

2. HpiHenrHwmii criag MpUBe K yMEHBIICHUIO 00BEMOB IIPOU3BOICTBA.

3. OxuBlIeHHE B DKOHOMHKE, IIOCICIOBABIICE 3a MPONOIDKUTECIHEHOM
Jenpeccueii, 00bACHACTCS PAAOM (HaKTOPOB.

4. Tlo mporHo3aM S5KOHOMHCTOB, HBIHCIIHHUN 3KOHOMHYECKUN TOIHEM
npoanutcs emie 3-4 mecsiia.

5. B arom romy, mo mporHO3aM aHAIWTHKOB, MPHUPOCT WHOISAINN He
IpeBBICUT 5-6%.

6. DKOHOMHYECKHI TOIBEM - COCTOSHHE OSKOHOMHKH  CTPaHEI,
XapaKTepU3yeMOoe POCTOM IIPOM3BOJCTBA, MOBBIIICHHEM €T0 3(P(HEKTUBHOCTH,
O)KMBJICHHEM SKOHOMUYECKOU ACSITEIbHOCTH B Pa3sHbIX cepax, MOBBIILICHUEM
YPOBHS JKU3HU. DKOHOMHUYCCKHH IMOABEM XapaKTEPU3yeTCs POCTOM PeaabHOro
BaJIOBOT'O HAITMOHAIBHOTO TPOIYKTA.

7. DKOHOMHYECKHUH CIaj - JIUTEILHOE, YCTOHYNBOE CHIKEHHE 00BEMOB
MIPOM3BOJICTBA OCHOBHBIX BHJIOB TOBAapOB W YCIyT, IOHIKCHHE ICIOBOU
akTUBHOCTH. OOBIYHO PKOHOMUYCCKHUH CIaJ COMPOBOXKIACTCS YMEHBIIICHHEM
pPeaNbHBIX JOXO0B HACEICHUS, XY AIICHIHEM yCIOBHH KI3HU U 6€3pa0doTHUIIeH.
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APPENDIX. TEXTS FOR ADDITIONAL READING

What Is a Market Economy?

There are four types of economies: traditional, command, market, and mixed
(a combination of a market economy and a planned economy).

A market economy is an economic system in which economic decisions and
the pricing of goods and services are guided by the interactions of a country's
individual citizens and businesses. There may be some government intervention
or central planning, but usually this term refers to an economy that is more
market oriented in general.

The theoretical basis for market economies was developed by classical
economists, such as Adam Smith, David Ricardo, and Jean-Baptiste Say. These
classically liberal free market advocates believed that the “invisible hand” of the
profit motive and market incentives generally guided economic decisions down
more productive and efficient paths than government planning of the economy.
They believed that government intervention often tended to lead to economic
inefficiencies that actually made people worse off.

Market economies work using the forces of supply and demand to determine
the appropriate prices and quantities for most goods and services in the economy.
Entrepreneurs marshal factors of production (land, labor, and capital) and
combine them in cooperation with workers and financial backers, to produce
goods and services for consumers or other businesses to buy. Buyers and sellers
agree on the terms of these transactions voluntarily based on consumers
preferences for various goods and the revenues that businesses want to earn on
their investments. The allocation of resources by entrepreneurs across different
businesses and production processes is determined by the profits they hope to
make by producing output that their customers will value beyond what the
entrepreneurs paid for the inputs. Entreprencurs that successfully do so are
rewarded with profits that they can reinvest in future business, and those who
fail to do so either learn to improve over time or go out of business.

Unlike other types of economies, a market economy increases the efficiency
of businesses. Governments, in their limited roles, promote increased efficiency
and free and increased competition.

In the face of competition, a business tends to do whatever is necessary to
lower its costs and achieve a higher number of sales to increase profits.

Competition forces businesses to find ways to achieve a competitive
advantage so that they can capture a larger market share for their product or
service. This leads them to figure out how to reduce costs, improve their product,
and so on in order to capture that extra market share.
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Price elasticity of demand and supply

There is a relationship between demand and price. How much demand for a
commodity is affected by a change in price is called elasticity of demand. If a
small change of price results in a large change in demand, the demand is called
elastic, if the demand changes a little, it is called inelastic. The price elasticity of
demand coefficient is negative as demand usually falls with a rise in price. The
price elasticity of supply shows the percentage change in the quantity supplied
resulting from a one-percent change in price.

As an increase in the quantity supplied is normally a result of a rise in price,
the coefficient is usually positive. We have f “0” (zero) elasticity when a price
change results in no quantity supplied change. This is called a perfectly inelastic
supply. Provided the elasticity vary between zero and one, the supply is called
inelastic. With coefficients greater than one, the supply is called elastic. The
percentage change in quantity is larger than the corresponding percentage
change in price.

Agricultural supply is mostly inelastic because of the high proportion of
such inputs as land, buildings, and machinery. The elasticity of agricultural
commodities (potatoes, wheat, fruits, eggs, milk) vary greatly. Because of
increasing specialization of production of farm animal products, in particular,
elasticity for such commodities as pigs or broilers have decreased in recent years.

Natural Monopoly

A natural monopoly is a type of monopoly that exists typically due to the
high start-up costs or powerful economies of scale of conducting a business in a
specific industry which can result in significant barriers to entry for potential
competitors. A company with a natural monopoly might be the only provider of
a product or service in an industry or geographic location. Natural monopolies
can arise in industries that require unique raw materials, technology, or similar
factors to operate.

Natural monopolies can also arise when one firm is much more efficient
than multiple firms in providing the good or service to the market. A good
example of this is in the business of electricity transmission where once a grid is
set up to deliver electric power to all of the homes in a community, putting in a
second, redundant grid to compete makes little sense.

A natural monopoly, as the name implies, becomes a monopoly over time
due to market conditions and without any unfair business practices that might
stifle competition. Some monopolies use tactics to gain an unfair advantage by
using collusion, mergers, acquisitions, and hostile takeovers. Collusion might
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involve two rival competitors conspiring together to gain an unfair market
advantage through coordinated price-fixing or increases.

Companies that have a natural monopoly may sometimes exploit the
benefits by restricting the supply of a good, inflating prices, or by exerting their
power in damaging ways other than though prices.

For example, a utility company might attempt to increase electricity rates to
accumulate excessive profits for owners or executives. Or an internet service
platform might use its monopoly power over information, online interactions,
and commerce to exercise undue influence over what people can see, say, or sell
online. Regulations over natural monopolies are often established to protect the
public from any misuse by natural monopolies.

Under the common law, many natural monopolies operate as common
carriers, whose business is recognized as having risks of monopoly abuse but
allowed to do business as long as they serve the public interest. Common carriers
are typically required to allow open access to their services without restricting
supply or discriminating among customers and in return are allowed to operate
as monopolies and given protection from liability for potential misuse by
customers.

For example, landline telephone companies are required to offer households
within their territory phone service without discriminating based on the manner
or content of a person’s phone conversations and are in return generally not held
liable if their customers abuse the service by making prank phone calls.

In most cases of government-allowed natural monopolies, there are
regulatory agencies in each region to serve as a watch-dog for the public.
Utilities are typically regulated by the state-run departments of public utilities or
public commissions.

What Is the Federal Reserve System (FRS)?

The Federal Reserve System (FRS) is the central bank of the United States.
Often simply called the Fed, it is arguably the most powerful financial institution
in the world. It was founded to provide the country with a safe, flexible, and
stable monetary and financial system. The Fed has a board that is comprised of
seven members. There are also 12 Federal Reserve banks with their own
presidents that represent a separate district.

The Fed was established by the Federal Reserve Act, which was signed by
President Woodrow Wilson on Dec. 23, 1913, in response to the financial panic
of 1907.

Before that, the U.S. was the only major financial power without a central
bank. Its creation was precipitated by repeated financial panics that afflicted the
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U.S. economy over the previous century, leading to severe economic disruptions
due to bank failures and business bankruptcies. A crisis in 1907 led to calls for
an institution that would prevent panics and disruptions.

The Fed has broad power to act to ensure financial stability, and it is the
primary regulator of banks that are members of the Federal Reserve System. It
acts as the lender of last resort to member institutions that have no other place
from which to borrow. Often referred to simply as the Fed, it has the mandate to
ensure there is financial stability in the system. It is also the main regulator of
the country's financial institutions.

The system's 12 regional Federal Banks are based in Boston, New York,
Philadelphia, Cleveland, Richmond, Atlanta, Chicago, St. Louis, Minneapolis,
Kansas City, Dallas, and San Francisco.

The Fed's main income source is interest charges on a range of U.S.
government securities it has acquired through its open market operations
(OMO). Other income sources include interest on foreign currency investments,
interest on loans to depository institutions, and fees for services - such as check
clearing and fund transfers—provided to these institutions. After paying
expenses, the Fed transfers the rest of its earnings to the U.S. Treasury.

The Federal Reserve payments system, commonly known as the Fedwire,
moves trillions of dollars daily between banks throughout the U.S. Transactions
are for same-day settlement.

In the aftermath of the 2008 financial crisis, the Fed has paid increased
attention to the risk created by the time lag between when payments are made
early in the day and when they are settled and reconciled. Large financial
institutions are being pressured by the Fed to improve real-time monitoring of
payments and credit risk, which has been available only on an end-of-day basis.

The Fed is considered to be independent because its decisions do not have
to be ratified by the president or any other government official. However, it is
still subject to congressional oversight and must work within the framework of
the government's economic and fiscal policy objectives.

Taxes and public spending
In most economies government revenues come mainly from direct taxes on
personal incomes and company profits as well as indirect taxes levied on
purchase of goods and services such as value added tax (VAT) and sales tax.
Since state provision of retirement pensions is included in government
expenditure, pension contributions to state-run social security funds are included
in revenue, too. Some small component of government spending is financed
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through government borrowing. Government spending comprises spending on
goods and services and transfer payments.

Governments mostly pay for public goods, that is, those goods that, even if
they are consumed by one person, can still be consumed by other people. Clear
air, national defense, health service are examples of public goods. Governments
also provide such services as police, fire-fighting and the administration of
justice.

A transfer is a payment, usually by the government, for which no
corresponding service is provided in return. Examples are social security,
retirement pensions, unemployment benefits. In most countries there are
campaigns for cutting government spending. The reason for it is that high levels
of government spending are believed to exhaust resources that can be used
productively in the private sector. Lower incentives to work are also believed to
result from social security payments and unemployment benefits.

Whereas spending on goods and services directly exhausts resources that
can be used elsewhere, transfer payments do not reduce society’s resources.
They transfer purchasing power from one group of consumers, those paying
taxes, to another group of consumers, those receiving transfer payments and
subsidies.

Another reason for reducing government spending is to make room (co3gatb
ycioBusi) for tax cuts. Government intervention manifests itself in tax policy
which is different in different countries. In the United Kingdom the government
takes nearly 40 percent of national income in taxes. Some governments take a
larger share, other a smaller share. The most widely used progressive tax
structure is the one in which the average tax rate rises with a person’s income
level. As a result of progressive tax and transfer system most is taken from the
rich and most is given to the poor.

Rising tax rates initially increase tax revenue but eventually result in such
large falls in the equilibrium quantity of the taxed commodity or activity that
revenue starts to fall again. High tax rates are said to reduce the incentive to
work. If half of all we earn goes to the government, we may prefer to work fewer
hours a week and spend more time in the garden or watching television. Cuts in
tax rates usually reduce the tax burden and the amount of taxes raised but might
increase eventual revenue. If governments wish to reduce the tax burden and
balance spending and revenue, they are supposed to reduce government
spending in order to cut taxes.
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Reclamation for Value-added Tax

Duty-free is not the only way to buy cut-price goods in Europe. Tax-free
shopping offers even greater number of discounts to visitors from outside the EU
and includes more than just perfume, alcohol and cigarettes.

The main difference between duty-free and tax-free shopping is that duty-
free is available to everyone travelling within the EU. Tax-free shopping,
however, is a perk only available to non-EU members flying into European
countries, which add up to around 100 million tourists each year. Value-added
tax (VAT) normally included in a price of goods is refunded when leaving the
EU.

Most goods are sold with VAT included in a selling price. This ranges from
7 per cent for some goods in Germany to 25 per cent in Sweden and Denmark.
In the UK, VAT stands at 17,5 percent. However, visitors only get saving of 14,8
percent on a purchase price as there is an added fee for handling of the refund.

Tax-free shopping has become big business with tourists from non-EU
countries spending huge sums every year. It is a simple system, which means
you receive a refund when you leave a country. There is often a minimum sale
of between $ 30 and $ 100 to qualify for a refund.

After purchasing any goods ask for a Tax-free Shopping Voucher, which
you need to reclaim your VAT. When you leave the EU your vouchers must be
stamped at the customs. Then vouchers can be cashed at Refund Points.

Regulation of International Trade

Traditionally, trade was regulated through bilateral treaties between two
nations. After World War II, as free trade emerged as the dominant doctrine,
multilateral treaties like the GATT and World Trade Organization (WTO)
became the principal regime for regulating global trade.

The WTO, created in 1995 as the successor to the General Agreement on
Tariffs and Trade (GATT), is an international organization charged with
overseeing and adjudicating international trade. The WTO deals with the rules
of trade between nations at a near-global level; is responsible for negotiating and
implementing new trade agreements; and is in charge of policing member
countries’ adherence to all the WTO agreements, signed by the majority of the
world’s trading nations and ratified in their parliaments. Additionally, it is the
WTQO’s duty to review the national trade policies and to ensure the coherence
and transparency of trade policies through surveillance in global economic
policy making.

Headquartered in Geneva, Switzerland, the WTO has more than 150
members, which represent more than 95% of total world trade. It is governed by
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a ministerial conference, which meets every 2 years; a general council, which
implements the conference’s policy decisions and is responsible for day-to-day
administration; and a director-general, who is appointed by the ministerial
conference.

Five basic principles guide the WTO's role in overseeing the global trading
system:

*Nondiscrimination. This principle inspired two major policies—the most
favored nation (MFN) rule and the national treatment policy—embedded in the
main WTO rules on goods, services, and intellectual property. The MFN rule
requires that a WTO member must apply the same conditions on all trade with
other WTO members, that is, a WTO member has to grant the most favorable
conditions under which it allows trade in a certain product type to all other WTO
members. The national treatment policy, adopted to address nontariff barriers to
trade (e.g., technical standards, security standards) dictates that imported and
locally produced goods should be treated equally (at least after the foreign goods
have entered the market).

*Reciprocity. This principle reflects both a desire to limit the scope of free
riding that that may arise because of the MFN rule and a desire to obtain better
access to foreign markets.

*Binding and enforceable commitments. The tariff commitments made by
WTO members in a multilateral trade negotiation and on accession are
enumerated in a list of concessions. A country can change its commitments but
only after negotiating with its trading partners, which could mean compensating
them for loss of trade. If satisfaction is not obtained, the complaining country
may invoke the WTO dispute settlement procedures.

*Transparency. WTO members are required to publish their trade
regulations, to maintain institutions charged with review of administrative
decisions affecting trade, to respond to requests for information by other
members, and to notify changes in trade policies to the WTO.

*Safety valves. Under specific circumstances, governments can (within
limits) restrict trade to attain noneconomic objectives, to ensure ‘fair
competition,” and under special economic circumstances.

The WTO operates on a “one country, one vote” system, but actual votes
have never been taken. Ostensibly, decisions are made by consensus, with
relative market size as the primary source of bargaining power. In reality, most
WTO decisions are made through a process of informal negotiations between
small groups of countries, often referred to as the “green room” negotiations
(after the color of the WTO director-general’s office in Geneva) or
“miniministerials” when they occur in other countries. These processes have
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been regularly criticized by many of the WTO’s developing-country members
who are often excluded from these negotiations.

The WTO oversees about 60 different agreements that have the status of
international legal texts. Member countries must sign and ratify all WTO
agreements on accession. Some of the most important agreements concern
agriculture, services, and intellectual-property rights.

Examples of Contractions in the US

The longest and most painful period of contraction in modern American
history was the Great Depression, from 1929 to 1933. More recently, deep
contraction occurred during the early 1980s when the Federal Reserve sent
interest rates soaring to squelch inflation. This contractionary period, however,
was short-lived and succeeded by a robust and sustained period of expansion.

The Great Recession 0of 2007 to 2009 was a period of substantial contraction
spurred by an unsustainable bubble in real estate and the financial markets. The
peak that preceded the 2008 recession occurred in the third quarter of 2007, when
GDP growth was 2.4%. The 2008 recession was a rough one, because the
economy immediately contracted by 1.6% in the first quarter of 2008. It
rebounded 2.3% in the second quarter, an optimistic sign. However, it contracted
2.1% in the third quarter and then 8.5% in the fourth quarter. In the first quarter
of 2009, it contracted by 4.6%. During 2008, the unemployment rate rose from
4.9% in January to 7.2% by December. The trough occurred at the end of the
second quarter of 2009, according to the NBER. GDP only contracted by 0.7%.
Unemployment, however, rose to 10.2% by October 2009 because it is a lagging
indicator. The expansion phase started in the third quarter of 2009 when GDP
rose 1.5%. Four years into the expansion phase, the unemployment rate was still
above 7%, because the contraction phase moved the economy so low that it took
much longer to recover.

When the COVID-19 pandemic spread to the U.S. in March 2020, the
economic impact of travel and work restrictions ended a peak in the U.S.
economy and the longest economic expansion in its history - June 2009 to
February 2020.2 Following the roll-out of vaccines in 2021, the U.S. economy
experienced a strong recovery into 2022. By mid-2022, the Federal Reserve
started to raise interest rates to curb inflation, increasing the risk of a
recession. On August 16, 2022 President Biden signed into law the Inflation
Reduction Act, the aim of which is to lower inflation, invest in energy
production, and reduce healthcare costs.
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