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KPUTEPUU OLIEHUBAHMUSI
Kpurepun ouneHkH BBbINOJHEHHS] (QOHETHYECKHX, JIEKCHYECKHX H TIPaMMATHYeCKHX
yHpaKHeHu i (TECTOB)
OrMmerka «5» 3aganus BeinonHedsl Ha 90-100%
OtMeTKa «4» 3amaHus BRINONHEHB! Ha 75-89%
OrMmerka «3» 3aganus BeloiaHeHsl Ha 50-74%
Ortmerka «2» 3ajaHudg BBIIOJIHEHBI MeHee yeM Ha 50%

Kpurepun onieHkM NHCbMEHHBIX Pa3BePHYTBIX OTBETOB

Otmetka «5» KomMmyHHKaTHBHAs 3a[a4a pelIeHa HOIHOCTbIO, IPUMEHEHHE JIEKCUKH aJIeKBaTHO
KOMMYHHKaTHBHOM 3ajaye, TpaMMaTH4eckue OmMOKM Jub0 OTCYTCTBYIOT, JHOO He
HPENATCTBYIOT PEIIEHUI0 KOMMYHUKATUBHOM 3a7jauu

Ormerka «4» KomMmyHuKaTHBHas 3ajaya pelleHa IIOJHOCThIO, HO IIOHUMAaHUE TEKCTa
HE3HAYUTEJIbHO 3aTPYIHEHO HAJIMYUEM I'PAMMATHUECKUX W/UIIN JIEKCHYECKUX OIIMOOK.
Ormerka «3» KoMMyHHMKaTHBHas 3ajaya pelleHa, HO IIOHMMAaHUE TEKCTa 3aTPyIHEHO
HaJINYMEM TPYObIX IpaMMaTHYECKUX OLIMOOK MM HeaJIeKBATHBIM YIIOTPEOICHUEM JIEKCUKH.
OrMmerka «2» KoMMyHUKaTHBHAs 3ajlaya HE pELIeHa BBHUJY OOJBIIOIO KOJIMYECTBA JIEKCHUKO-
rpaMMaTHYeCKUX OMIMOOK UM HEAOCTATOUHOrO 00beMa TeKCTa.

Kpurepun oneHKH TEXHUKH YTEHHSA

«5» Peun BociprHUMAETCS JIETKO: HEOOOCHOBAHHBIE MAy3bl OTCYTCTBYIOT; ()pa30BOE yAapeHHEe U
UHTOHAIIMOHHbIE KOHTYpPbI, IPOU3HOILEHHE CJIOB MpaKTUYEeCKH Oe3 HapyleHUH HOpMBbI;
Joryckaercst He 6onee 2-X (poHeTHIecKnx OMMooK;

«4» Peub BoCTIpMHMMAETCS I0CTaTOYHO JIETKO, OJHAKO MPUCYTCTBYIOT HEOOOCHOBAaHHbBIE Nay3bl;
¢pa3oBoe ynapeHHME€ W HWHTOHALMOHHBIE KOHTYPbl MPAKTHUECKU O3 HapyIIeHUH HOPMBI;
JIOITycKaeTcs OT 3 10 5 poHeTHYeCKuX OMMOO0K, B TOM 4yHcie 1-2 ommOKH, HCKaXKaroIlue CMbICT;
«3» Peub BocipuHUMAaETCsl AOCTATOYHO JIETKO, OJJHAKO IPUCYTCTBYIOT HEOOOCHOBAaHHBIE May3bl;
€CTh OIIMOKHM B ()pa30BbIX yAApeHHUSIX M WHTOHAIIMOHHBIX KOHTYpax; JOIMycKaercss oT 5 no 7
(OHETHYECKUX OIIMNOOK, B TOM UKCIE 3 OMIMOKHU, NCKaXKAIOIIUE CMBICIT,

«2» Peub He BOCIpPHHHMMAeTCs H3-3a HEOOOCHOBAHHBIX I1ay3; HEMPAaBUIIBHBIX (DpPa3oBbIX
yoapeHuid W WMCKAKCHHBIX WHTOHAUUMOHHBIX KOHTypoB M\MJIM 8 u Oonee QoHeTHUECKHX
OLINOOK.

Kpurepun onieHkn nepeBojaa Tekcra

Ouenka «omauunoy

[lepeBon mosHBIM, 0€3 MPONMYCKOB M NPOU3BOJIBHBIX COKpALIEHWM TEKCTa OpUIMHAaja, He
COJEPKUT (PaKTUUECKUX OIMOOK. TepMHHOIOTUS UCIIOB30BaHa IPABUIIBHO.

[lepeBoj OTBEUAET CHUCTEMHO-S3BIKOBBIM HOPMaM M CTUJIIO SI3bIKa IIEPEBOA.

AJIeKBaTHO nepeaHbl KyJIbTypHbIe U (YHKIIMOHAJIbHBIE TapaMeTPhl HCXOTHOTO TEKCTA.
JlomyckaroTcss HEKOTOpbIE MOTPEIIHOCTH B (hopMe MpeabsBIeHUS ePEeBOA.

Ouenka «xopouwioy

[lepeBoy monHBINA, 0€3 MNPOMYCKOB M IPOU3BOJBHBIX COKpAIIEHWH TEKCTa OpUTrHHAlA,
JonyckaeTcsi onHa (hakTuyeckas omMOKa, MPHU YCIOBUU OTCYTCTBUS MOTEpPh MHPOPMAIMU H
CTHJINCTUYECKUX MOTPEIIHOCTEH Ha APYTruX (pparMeHTax TeKcTa.

HMmeroTcst HeCyleCTBEHHbBIE IOTPETHOCTH B UCIIOIb30BAaHUN TEPMUHOJIOTUH.

[lepeBo B 1OCTaTOYHOM CTENEHM OTBEYAET CHUCTEMHO-S3BIKOBBIM HOpPMaM M CTHJIIO SI3bIKa
nepeBoja.

KynbrypHble W (QyHKIHOHaNbHBIE MapamMeTpbl HCXOJHOTO TEKCTa B OCHOBHOM aJIeKBaTHO
HepelaHbl.

KoMMyHHKaTHUBHOE 33a[JaHU€E PEaM30BaAHO, HO HEAOCTATOYHO ONITHUMAJIBHO.

JlomyckaroTcsi HEKOTOpbIE HapylIeHus B (hopMe MpeIbsIBICHUS IEPEBOA.

OueHnka «y0061emeopumenbHoy

[TepeBo coaepKUT PaKTUIECCKUE OIIHOKH.




HI/I3Ka$I KOMMYHI/IKaTI/IBHOCTB " 1mj1oxas <<‘{I/IT8.66JII>HOCTB)) TCKCTa 3anyIIH5HOT €ro MOHMMAaHHC
PEIEITOPOM.

[Tpu mepeBoie TEPMUHOIIOTUYECKOTO armapaTa He COOMIOACH MPUHITUI eTUHOO0Opa3Hsl.
B niepeBojie HapyIIeHbl CHCTEMHO-SI3BIKOBBIC HOPMBI M CTHJIb SI3bIKA TIEPEBO/IA.
HeanexBatHo pemieHsl mpoOIeMbl peaan3aii KOMMYHUKATHBHOTO 33/1aHUSI.
Hmerorcs HapylieHus B GopMe MpeabsBICHUS TIEPEBOIA.

Ouenka «1neyooe1emeopumeibioy

[TepeBo COACPIKUT MHOTO (DAKTHUECKUX OITHOOK.

Hapymiena nmoiHoTa mepeBojia, €ro SKBUBAJICHTHOCTh U aJICKBATHOCTD.

B niepeBojie rpy00 HapyIIeHbI CHCTEMHO-S3bIKOBBIC HOPMBI M CTHJIb SI3bIKA IMIEPEBOJIA.
KoMMyHHKATHBHOE 3a/laHUE HE BBHITIOIHEHO.

['pyObie HapyIIeHUS B (hopMe MPEAbSIBICHUS IIEPEBO/IA.

Kpurtepuu onieHKH MOHOJIOTHYECKOI0 U INAJIOTHYeCKOI0 BbICKA3bIBAHMIA:

«5»

CobmtoneH o0beM BbICKa3bIBaHUS. BbICKa3blBaHUE COOTBETCTBYET TEME, OTPA’KEHbI BCE ACTIEKTHI,
yKa3aHHbIE B 3aJaHWH, CTHJIEBOE O(OPMIICHWE pEeYd COOTBETCTBYET THITY 3aJaHHMA,
apryMeHTalus Ha ypOBHE, HOPMbI BEKIMBOCTH COOJIIO/ICHBI.

AJnlexkBaTHas €CTECTBEHHas peaklus Ha pemumku cobeceqnuka. IlposiBiasercs peuesas
MHUIIMATHBA JUI PELICHUs IOCTaBIEHHBIX KOMMYHUKATUBHBIX 3a]1a4.

Jlexcuka ajieKBaTHA MOCTaBJICHHOW 3aj7jaue U TPeOOBAaHUAM JTAHHOTO T0/1a O0YUYECHHUS S3BIKY.
Hcnonb30BaHbl pa3Hble IpaMMAaTHYECKME€ KOHCTPYKLUMH B COOTBETCTBUM C 3ajadeil u
TpeOOBaHUSAM JIaHHOTO roja oOyueHus SA3bIKy. Penkue rpamMmmaTHueckue OIIMOKM HE MELIAroT
KOMMYHHKAIUH.

Peub 3By4HT B €CTECTBEHHOM TEMIIE, HET IPYOBIX (POHETUYECKUX OIINOOK.

«4»

He mnonsblii 00beM BbICKa3blBaHMs. BpICKa3bIBaHHE COOTBETCTBYET TEME; HE OTpPaXKEHbI
HEKOTOpbIE€ aCHEKThl, YKa3aHHbIE B 33aJJaHUU, CTUIEBOE O(OPMIIEHUE PEeYd COOTBETCTBYET THUILY
3a/laHus, apryMeHTalMsi He BCEerja Ha COOTBETCTBYIOUIEM YpPOBHE, HO HOPMBI BEKJIMBOCTU
COOJTIOJIEHBI.

KomMmyHuKaI1s HEMHOTO 3aTpyAHEHA.

Jlexcuueckue OMMOKN HE3HAYUTEIBHO BIUSAIOT HAa BOCIIPUATHE PEUU ydallerocs.
['pammaTHUECKHE HE3HAYUTENIBHO BIMSIIOT Ha BOCIIPUATHE PEUYH YUalllerocs.

Peub nHOra HeompaBIaHHO May3upoBaHa. B OTAETBHBIX CIOBAX JOMYCKAIOTCS (POHETHYECKHE
omuOKH (3aMeHa, aHTJIMUCKUX (POHEM CXOMHBIMU pyccKuMHU). OOIIast MHTOHALMS 00yCIIOBICHA
BIIUSTHUEM POJIHOTO SI3BIKA.

«3»

He3naunrtenbHblii 00beM BBICKAa3bIBaHUS, KOTOPOE HE B MOJIHOM Mepe COOTBETCTBYET TeMe; He
OTpakeHbl HEKOTOpbIE aCMEeKThl, YKa3aHHbIE B 3a/JaHUU, CTHWJIEBOE O(QOPMIICHHE pEeYd HE B
IIOJIHOM MEpe COOTBETCTBYET THUITYy 3aJlaHUsl, apryMEHTAllUsl HE HAa COOTBETCTBYIOLIEM YpPOBHE,
HOPMBI BeKJITMBOCTH HE COOIOICHBI.

KoMMyHHKaIMs CyIIECTBEHHO 3aTPYAHEHA, yYallluiics He TPOSBISET peYeBOM HHUIIUATHUBBI.
Vyamuiics genaeT 00JIbII0E KOJIUYECTBO IPYOBIX JIEKCUUECKUX

OLINOOK.

VYyamuiics genaeT 00JIbIIOE KOTHUYECTBO IPYOBIX IPaMMAaTUYECKUX OLUIHOOK.

Peun BocmpuHMMAETCs ¢ TPYIOM M3-32 OOJIBIIOTO KOJINYECTBA

donernyeckux omuOok. IHTOHAIMS 00yCcI0BIEHA BIUSIHUEM POJIHOTO SI3bIKA.

«2»

VYyamuiics He TOHUMAET CMBICIA 3aJaHHsl. ACIIEKThI YKa3aHHbIC B 3alaHUH HE YUTEHBI.
KomMMyHMKaTHBHas 3ajada HE pelIeHA.Ydallulcs HE MOXKET IOCTPOUTh BBICKA3bIBAHHUE.
VYyamuiics He MOMET IpaMMaTHYeCKH BEpPHO IIOCTPOMTH BbICKa3bIBaHHE. Peub IOHATH He
BO3MOJKHO.



IIpakTyeckas padora Ne 1.
Read and translate the text. Give a summary of the text.

Economics
First of all, let us try to understand, what the global economy is? Owing to the growth of the
international trade in goods and services, capital flows, and development of business relationship
between companies, worldwide integration and interdependence is now a fact of life. This is
globalization of economy. We can be reasonably confident that globalization will characterize
the future, generally, because it has already existed.
Economists are tending to view globalization as a positive phenomenon in a long term. However,
few of them would argue that its short run consequences, particularly for some economic groups,
are likely to be extremely painful. Here 1 would like to underline that if this problem is ignored
and little is done about it, the neglect won’t be easy to dispute. Moreover, even if globalization’s
consequences include increased productivity, there is no guarantee that wealth and income will
arise everywhere.
Nevertheless, for all of its many problems, globalization is worth pursuing as a way to raise the
world’s living standards. Firstly, the evident prospect is changes of the impact of time and
distance factors. The international entrepreneurship, as it is known, is connected with
overcoming long distances. Progressive high technologies enable to save considerable amount of
time and costs on information transfer, goods transportation and people’s movement. The
achievements in the communication sphere, for example, satellites accelerate international
interaction and intensify control over them.
Secondly, the fast information exchange regarding new products leads to growth of sales volume
in foreign markets. Due to the technical innovations there is an opportunity to build up
production in different countries. It means that there will be new working places and
unemployment will probably decrease.
Besides, | believe that as a result of the world market expansion, the quality of goods may
increase, but the prices will go down.
In addition to the above said, the important prospect of economic globalization is the global
change of competition. Elimination of trade barriers means that there will be a decrease in
national manufacturing and dominance of transnational production. Thus, small national
companies won’t be able to survive whereas large ones will have an opportunity to develop
globally.
To sum up, I’m sure that these positive prospects will enable to get over the difficulties
associated with unequal distribution of wealth. Therefore, | support the idea of the global
economic development.

The economic environment
The economy comprises millions of people and thousands of firms as well as the government
and local authorities, all taking decisions about prices and wages, what to buy, sell, produce,
export, import and many other matters. All these organizations and the decisions they take play a
prominent part in shaping the business environment in which firms exist and operate.
The economy is complicated and difficult to control and predict, but it is certainly important to
all businesses. You should be aware that there are times when businesses and individuals have
plenty of funds to spend and there are times when they have to cut back on their spending. This
can have enormous implications for business as a whole.
When the economy is enjoying a boom, firms experience high sales and general prosperity. At
such times, unemployment is low and many firms will be investing funds to enable them to
produce more. They do this because consumers have plenty of money to spend and firms expect
high sales. It naturally follows that the state of the economy is a major factor in the success of
firms.



However, during periods when people have less to spend many firms face hard times as their
sales fall. Thus, the economic environment alters as the economy moves into a recession. At that
time, total spending declines as income falls and unemployment rises. Consumers will purchase
cheaper items and cut expenditure on luxury items such as televisions and cars.

Changes in the state of the economy affect all types of business, though the extent to which they
are affected varies. In the recession of the early 1990s the high street banks suffered badly.
Profits declined and, in some cases, losses were incurred. This was because fewer people
borrowed money from banks, thus denying them the opportunity to earn interest on loans, and a
rising proportion of those who did borrow defaulted on repayment. These so-called "bad debts"
cut profit ;line-height: 120%"> No individual firm has the ability to control this aspect of its
environment. Rather, it is the outcome of the actions of all the groups who make up society as
well as being influenced by the actions of foreigners with whom the nation has dealings.

IIpakTyeckas padora Ne 2.

Economic crisis
The current financial crisis has become an earthquake to the world’s economic system. Have
started in the USA, it has rapidly overcome the boundaries of the States and has spread over the
Europe and Asia, bringing unemployment and financial recession along. One can hardly say
whether it will last long or is going to slump. The following remains obvious, if we don’t want
its recurrence in future, we should investigate its root causes now.
The world economic system endures times of prosperity as well as followed by inevitable
declines. The circulating scheme is characterized by the rise of manufacturing and it is following
recession, thus permitting to keep to the world financial and economic balance order. No one in
the world was ready to take the burdens of the economic crisis on the shoulders and to resist its
unpredictable consequences. In spite of the fact, almost everybody understood how important it
is to examine the reasons of it.
In my opinion there are several important factors to discuss, which obviously have affected the
present economic situation. First of all it is the spendthrift lending or, in other term, the so-called
housing price bubble. Every family buying a house can take a loan from the bank, which should
be given back. In order to return money to the bank, the family first of all should take the house
it can afford. Otherwise it will not be able to pay the money back. In the recent years the prices
on real estate have been so high and raising so quickly like a bubble. It has resulted in the fact
that people started taking loans, which they can’t pay off. Many banks’ borrowers got unable to
make their mortgage payments. As a result, the mortgage market was undermined.
This was just the beginning. One of the consequences was the fall of prices on real estate. The
institutions and businesses depending on real estate prices or making money on real estate
underwent the risk and suffered losses. To such companies belong Freddie Mac and Fannie Mae.
It was the blow to the financial system in general, which led to the problems in other pecuniary
stocks. This process, started with the bank system and led to the banking liquidity crisis, affected
all financial and economic sectors of business all over the world.
Another reason of the present economic crisis is the unrestricted emission of American dollars.
The emission of the most wide-spread world currency was strictly controlled by the government
of the USA. Each dollar had gold equivalent in the gold reserve of the States. Purchasing
capacity of it corresponded to the quantities of products manufactured. That’s not how things
stack any more up today. As a result while the USA was loosing its positions on the world
market, the dollar was weakening in the world.
To sum it up one can say that the root cause of the current economic crisis lie in the ineffective
policies of the economic and financial sectors of the leading and developing countries in the
world. One should take into account the root causes to oust its re-occurrence in future.



6 factors that influence exchange rates
Aside from factors such as interest rates and inflation, the exchange rate is one of the most
important determinants of a country’s relative level of economic health. Exchange rates play a
vital role in a country’s level of trade, which is critical to most every free market economy in the
world. For this reason, exchange rates are among the most watched, analyzed and
governmentally manipulated economic measures. But exchange rates matter on a smaller scale as
well: they impact the real return of an investor’s portfolio. Here we look at some of the major
forces behind exchange rate movements.
Overview
Before we look at these forces, we should sketch out how exchange rate movements affect a
nation’s trading relationships with other nations. A higher currency makes a country’s exports
more expensive and imports cheaper in foreign markets. A lower currency makes a country’s
exports cheaper and its imports more expensive in foreign markets. A higher exchange rate can
be expected to lower the country’s balance of trade, while a lower exchange rate would increase
it.
Determinants of Exchange Rates
Numerous factors determine exchange rates, and all are related to the trading relationship
between two countries. Remember, exchange rates are relative, and are expressed as a
comparison of the currencies of two countries. The following are some of the principal
determinants of the exchange rate between two countries. Note that these factors are in no
particular order; like many aspects of economics, the relative importance of these factors is
subject to much debate.
1. Differentials in Inflation
As a general rule, a country with a consistently lower inflation rate exhibits a rising currency
value, as its purchasing power increases relative to other currencies. During the last half of the
20th century, the countries with low inflation included Japan, Germany and Switzerland, while
the U.S. and Canada achieved low inflation only later. Those countries with higher inflation
typically see depreciation in their currency in relation to the currencies of their trading partners.
This is also usually accompanied by higher interest rates.
2. Differentials in Interest Rates
Interest rates, inflation and exchange rates are all highly correlated. By manipulating interest
rates, central banks exert influence over both inflation and exchange rates, and changing interest
rates impact inflation and currency values. Higher interest rates offer lenders in an economy a
higher return relative to other countries. Therefore, higher interest rates attract foreign capital
and cause the exchange rate to rise. The impact of higher interest rates is mitigated, however, if
inflation in the country is much higher than in others, or if additional factors serve to drive the
currency down. The opposite relationship exists for decreasing interest rates — that is, lower
interest rates tend to decrease exchange rates.
3. Current-Account Deficits
The current account is the balance of trade between a country and its trading partners, reflecting
all payments between countries for goods, services, interest and dividends. A deficit in the
current account shows the country is spending more on foreign trade than it is earning, and that it
is borrowing capital from foreign sources to make up the deficit. In other words, the country
requires more foreign currency than it receives through sales of exports, and it supplies more of
its own currency than foreigners demand for its products. The excess demand for foreign
currency lowers the country’s exchange rate until domestic goods and services are cheap enough
for foreigners, and foreign assets are too expensive to generate sales for domestic interests.
4. Public Debt
Countries will engage in large-scale deficit financing to pay for public sector projects and
governmental funding. While such activity stimulates the domestic economy, nations with large
public deficits and debts are less attractive to foreign investors. The reason? A large debt
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encourages inflation, and if inflation is high, the debt will be serviced and ultimately paid off
with cheaper real dollars in the future.

In the worst case scenario, a government may print money to pay part of a large debt, but
increasing the money supply inevitably causes inflation. Moreover, if a government is not able to
service its deficit through domestic means (selling domestic bonds, increasing the money
supply), then it must increase the supply of securities for sale to foreigners, thereby lowering
their prices. Finally, a large debt may prove worrisome to foreigners if they believe the country
risks defaulting on its obligations. Foreigners will be less willing to own securities denominated
in that currency if the risk of default is great. For this reason, the country’s debt rating (as
determined by Moody’s or Standard & Poor’s, for example) is a crucial determinant of its
exchange rate.

5. Terms of Trade

A ratio comparing export prices to import prices, the terms of trade is related to current accounts
and the balance of payments. If the price of a country’s exports rises by a greater rate than that of
its imports, its terms of trade have favorably improved. Increasing terms of trade shows greater
demand for the country’s exports. This, in turn, results in rising revenues from exports, which
provides increased demand for the country’s currency (and an increase in the currency’s value).
If the price of exports rises by a smaller rate than that of its imports, the currency’s value will
decrease in relation to its trading partners.

6. Political Stability and Economic Performance

Foreign investors inevitably seek out stable countries with strong economic performance in
which to invest their capital. A country with such positive attributes will draw investment funds
away from other countries perceived to have more political and economic risk. Political turmoil,
for example, can cause a loss of confidence in a currency and a movement of capital to the
currencies of more stable countries.

The Bottom Line

The exchange rate of the currency in which a portfolio holds the bulk of its investments
determines that portfolio’s real return. A declining exchange rate obviously decreases the
purchasing power of income and capital gains derived from any returns. Moreover, the exchange
rate influences other income factors such as interest rates, inflation and even capital gains from
domestic securities. While exchange rates are determined by numerous complex factors that
often leave even the most experienced economists flummoxed, investors should still have some
understanding of how currency values and exchange rates play an important role in the rate of
return on their investments.

IIpakTnyeckas padora Ne 3.

Market Economy
The notion of a "free market" where all economic decisions regarding transfers of money, goods,
and services take place on a voluntary basis, free of coercive influence, is commonly considered
to be an essential characteristic of capitalism. Some individuals contend, that in systems where
individuals are prevented from owning the means of production (including the profits), or
coerced to share them, not all economic decisions are free of coercive influence, and, hence, are
not free markets. In an ideal free market system none of these economic decisions involve
coercion. Instead, they are determined in a decentralized manner by individuals trading,
bargaining, cooperating, and competing with each other. In a free market, government may act in
a defensive mode to forbid coercion among market participants but does not engage in proactive
interventionist coercion. Nevertheless, some authorities claim that capitalism is perfectly
compatible with interventionist authoritarian governments, and/or that a free market can exist
without capitalism.
A legal system that grants and protects property rights provides property owners the entitlement
to sell their property in accordance with their own valuation of that property; if there are no
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willing buyers at their offered price they have the freedom to retain it. According to standard
capitalist theory, as explained by Adam Smith, when individuals make a trade they value what
they are purchasing more than they value what they are giving in exchange for a commodity. If
this were not the case, then they would not make the trade but retain ownership of the more
valuable commaodity. This notion underlies the concept of mutually-beneficial trade where it is
held that both sides tend to benefit by an exchange.

In regard to pricing of goods and services in a free market, rather than this being ordained by
government it is determined by trades that occur as a result of price agreement between buyers
and sellers. The prices buyers are willing to pay for a commodity and the prices at which sellers
are willing to part with that commodity are directly influenced by supply and demand (as well as
the quantity to be traded). In abstract terms, the price is thus defined as the equilibrium point of
the demand and the supply curves, which represent the prices at which buyers would buy (and
sellers sell) certain quantities of the good in question. A price above the equilibrium point will
lead to oversupply (the buyers will buy less goods at that price than the sellers are willing to
produce), while a price below the equilibrium will lead to the opposite situation. When the price
a buyer is willing to pay coincides with the price a seller is willing to offer, a trade occurs and
price is determined.

However, not everyone believes that a free or even a relatively-free market is a good thing. One
reason proffered by many to justify economic intervention by government into what would
otherwise be a free market is market failure. A market failure is a case in which a market fails to
efficiently provide or allocate goods and services (for example, a failure to allocate goods in
ways some see as socially or morally preferable). Some believe that the lack of "perfect
information” or "perfect competition™ in a free market is grounds for government intervention.
Other situations or activities often perceived as problems with a free market may appear, such
monopolies, monopsonies, information inequalities (e.g. insider trading), or price gouging.
Wages determined by a free market mechanism are also commonly seen as a problem by those
who would claim that some wages are unjustifiably low or unjustifiably high. Another critique is
that free markets usually fail to deal with the problem of externalities, where an action by an
agent positively or negatively affects another agent without any compensation taking place. The
most widely known externality is pollution. More generally, the free market allocation of
resources in areas such as health care, unemployment, wealth inequality, and education are
considered market failures by some. Also, governments overseeing economies typically labeled
as capitalist have been known to set mandatory price floors or price ceilings at times, thereby
interfering with the free market mechanism. This usually occurred either in times of crises, or
was related to goods and services which were viewed as strategically important. Electricity, for
example, is a good that was or is subject to price ceilings in many countries. Many eminent
economists have analyzed market failures, and see governments as having a legitimate role to
mitigate these failures, for examples through regulation and compensation schemes.

However, some economists, such as Nobel prize-winning economist Milton Friedman as well as
those of the Austrian School, oppose intervention into free markets. They argue that government
should limit its involvement in economies to protecting freedom rather than diminishing it for
the sake of remedying "market failure." These economists believe that government intervention
creates more problems than it is supposed to solve. Laissez-faire advocates do not oppose
monopolies unless they maintain their existence through coercion to prevent competition, and
often assert that monopolies have historically only developed because of government
intervention rather than due to a lack of intervention. They may argue that minimum wage laws
cause unnecessary unemployment, that laws against insider trading reduce market efficiency and
transparency, or that government-enforced price-ceilings cause shortages.
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Origins of money
There are numerous myths about the origins of money. The concept of money is often confused
with coinage. Coins are a relatively modern form of money. Their first appearance was probably
in Asia in the 7th century BC. And whether these coins were used as money in the modern sense
has also been questioned.
To determine the earliest use of money, we need to define what we mean by money. We will
return to this issue shortly. But with any reasonable definition the first use of money is as old as
human civilization. The early Persians deposited their grain in state or church granaries. The
receipts of deposit were then used as methods of payment in the economies. Thus, banks were
invented before coins. Ancient Egypt had a similar system, but instead of receipts they used
orders of withdrawal — thus making their system very close to that of modern checks. In fact,
during Alexander the Great’s period, the granaries were linked together, making checks in the
3rd century BC more convenient than British checks in the 1980s.
However, money is older than written history. Recent anthropological and linguistic research
indicates that not only is money very old, but it’s origin has little to do with trading, thus
contradicting another common myth. Rather, money was first used in a social setting. Probably
at first as a method of punishment.
Early Stone Age man began the use of precious metals as money. Until the invention of coins,
metals were weighed to determine their value. Counting is of course more practical, the first
standardized ingots appeared around 2200 BC. Other commonplace objects were subsequently
used in the abstract sense, for example miniature axes, nails, swords, etc.
Full standardization arrived with coins, approximately 700 BC. The first printed money appeared
in China, around 800 AD. The first severe inflation was in the 11th century AD. The Mongols
adapted the bank note system in the 13th century, which Marco Polo wrote about. The Mongol
bank notes were “legal tender”, i.e. it was a capital offense to refuse them as payment. By the
late 1400s, centuries of inflation eliminated printed bank notes in China. They were reinvented in
Europe in the 17th century.

IIpakTnyeckas padora Ne 4.

Economic growth
One of the primary objectives in a social system in which commerce and property have a central
role is to promote the growth of capital. The standard measures of growth are Gross Domestic
Product or GDP, capacity utilization, and 'standard of living'.
The ability of capitalist economies to increase and improve their stock of capital was central to
the argument which Adam Smith advanced for a free market setting production, price and
resource allocation. It has been argued that GDP per capita was essentially flat until the
industrial revolution and the emergence of the capitalist economy, and that it has since increased
rapidly in capitalist countries. It has also been argued that a higher GDP per capita promotes a
higher standard of living, including the adequate or improved availability of food, housing,
clothing, health care, reduced working hours and freedom from work for children and the
elderly. These are reduced or unavailable if the GDP per capita is too low, so that most people
are living a ;line-height: 120%"> Economic growth is, however, not universally viewed as an
unequivocal good. The downside of such growth is referred to by economists as the
‘externalization of costs'. Among other things, these effects include pollution, the disruption of
traditional living patterns and cultures, the spread of pathogens, wars over resources or market
access, and the creation of underclasses.
No matter how wealthy the richest capitalists are, it does not ensure the well-being of all the
citizens. Such examples of this include the Hurricane Katrina crisis in New Orleans where the
working class (a majority of them being African-American) were left without aid despite the US
being the wealthiest country in the world at that time.
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In defense of capitalism, liberal philosopher Isaiah Berlin has claimed that all of these ills are
neither unique to capitalism, nor are they its inevitable consequences.
TAX
A tax is a compulsory charge or other levy imposed on an individual or a legal entity by a state
or a functional equivalent of a state (e.g., tribes, secessionist movements or revolutionary
movements). Taxes could also be imposed by a subnational entity.
Taxes may be paid in cash or in kind or as corvee labor. In modern capitalist taxation systems,
taxes are designed to encourage the most efficient circulation of goods and services and are
levied in cash. In kind and corvee taxation are characteristic of traditional or pre-capitalist states
and their functional equivalents. The means of taxation, and the uses to which the funds raised
through taxation should be put, are a matter of hot dispute in politics and economics, so
discussions of taxation are frequently tendentious.
Public finance is the field of political science and economics that deals with taxation.
HISTORY OF TAXATION
Political authority has been used to raise capital throughout history. In many pre-monetary
societies, such as the Incan empire, taxes were owed in labor. Taxation in labor was the basis of
the Feudal system in medieval Europe.
In more sophisticated economies such as the Roman Empire, tax farming developed, as the
central powers could not practically enforce their tax policy across a wide realm. The tax farmers
were obligated to raise large sums for the government, but were allowed to keep whatever else
they raised.
Many Christians have understood the New Testament to support the payment of taxes, through
Jesus's words "Render unto Caesar the things that are Caesar's".
There were certain times in the Middle Ages where the governments did not explicitly tax, since
they were self-supporting, owning their own land and creating their own products. The
appearance of doing without taxes was however illusory, since the government's (usually the
Crown's) independent income sources depended on labor enforced under the feudal system,
which is a tax exacted in kind.
Many taxes were originally introduced to fund wars and are still in place today, such as those
raised by the American government during the American Civil War (1861-1865). Income tax
was first introduced into Britain in 1798 to pay for weapons and equipment in preparation for the
Napoleonic wars and into Canada in 1917 as a "temporary" tax under the Income War Tax Act to
cover government expenses resulting from World War I.
The current income tax in America was set up by Theodore Roosevelt in 1913. It was called The
Federal Income Tax and was deducted from incomes at rates varying from 1-7%. But, since then,
the American Tax Code has been modified and new taxes have been added, especially over the
World War 1 and 11 periods. Since World War 11, the American Tax Code has increased in size
four-fold.
TYPES OF TAXES
Taxes are sometimes referred to as direct or indirect. The meaning of these terms can vary in
different contexts, which can sometimes lead to confusion. In economics, direct taxes refer to
those taxes that are collected from the people or organizations on whom they are imposed. For
example, income taxes are collected from the person who earns the income. By contrast, indirect
taxes are collected from someone other than the person responsible for paying the taxes.
From whom a tax is collected is a matter of law. However, who pays the tax is determined by the
market place and is found by comparing the price of the good (including tax) after the tax is
imposed to the price of the good before the tax was imposed. For example, suppose the price of
gas in the U.S., without taxes, were $2.00 per gallon. Suppose the U.S. government imposes a
tax of $0.50 per gallon on the gas. Forces of demand and supply will determine how that $0.50
tax burden is distributed among the buyers and sellers. For example, it is possible that the price
of gas, after the tax, might be $2.40. In such a case, buyers would be paying $0.40 of the tax
while the sellers would be paying $0.10 of the tax.
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INCOME TAX
Income tax is commonly a progressive tax because the tax rate increases with increasing income.
For this reason, it is generally advocated by those who think that taxation should be borne more
by the rich than by the poor, even to the point of serving as a form of social redistribution. Some
critics characterize this tax as a form of punishment for economic productivity. Other critics
charge that income taxation is inherently socially intrusive because enforcement requires the
government to collect large amounts of information about business and personal affairs, much of
which is considered proprietary and confidential.
Income tax fraud is a problem in most, if not all, countries implementing an income tax. Either
one fails to declare income, or declares nonexistent expenses. Failure to declare income is
especially easy for non-salaried work, especially those paid in cash. Tax enforcement authorities
fight tax fraud using various methods, nowadays with the help of computer databases. They may,
for instance, look for discrepancies between declared revenue and expenses along time. Tax
enforcement authorities then target individuals for a tax audit — a more or less detailed review of
the income and tax-deductible expenses of the individual.
Income tax may be collected from legal entities (e.g., companies) as well as natural persons
(individuals), although, in some cases, the income tax on legal entities is levied on a slightly
different basis than the income tax on individuals and may be called, in the case of income tax on
companies, a corporation tax or a corporate income tax.

POLL TAX
A poll tax, also called a per capita tax, or capitation tax, is a tax that levies a set amount per
individual. The earliest tax mentioned in the Bible of a half-shekel per annum from each adult
Jew was a form of poll tax. Poll taxes are regressive, since they take the same amount of money
(and hence, a higher proportion of income) for poorer individuals as for richer individuals. Poll
taxes are difficult to cheat.
VALUE ADDED TAX
A value added tax (sometimes called a goods and services tax, as in Australia and Canada)
applies the equivalent of a sales tax to every operation that creates value. To give an example,
sheet steel is imported by a machine manufacturer. That manufacturer will pay the VAT on the
purchase price, that amount to the government. The manufacturer will then transform the steel
into a machine, selling the machine for a higher price to a wholesale distributor. The
manufacturer will collect the VAT on the higher price, but will remit to the government only the
excess related to the "value added" (the price over the cost of the sheet steel). The wholesale
distributor will then continue the process, charging the retail distributor the VAT on the entire
price to the retailer, but remitting only the amount related to the distribution markup to the
government. The last VAT amount is paid by the eventual retail customer who cannot recover
any of the previously paid VAT. Economic theorists have argued that this minimizes the market
distortion resulting from the tax, compared to a sales tax.
VAT was historically used when a sales tax or excise tax was uncollectible. For example, a 30%
sales tax is so often cheated that most of the retail economy will go off the books. By collecting
the tax at each production level, and requiring the previous production level to collect the next
level tax in order to recover the VAT previously paid by that production level, the theory is that
the entire economy helps in the enforcement. In reality, forged invoices and the like demonstrate
that tax evaders will always attempt to cheat the system.
Bond

In finance, a is a debt security, in which the authorized issuer owes the holders a debt and,
depending on the terms of the bond, is obliged to pay interest (the coupon) to use and/or to repay
the principal at a later date, termed maturity. A bond is a formal contract to repay borrowed
money with interest at fixed intervals.
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Thus a bond or fixed income is like a loan: the holder of the bond is the lender (creditor), the
issuer of the bond is the borrower (debtor), and the coupon is the interest. Bonds provide the
borrower with external funds to finance long-term investments, or, in the case of government
bonds, to finance current expenditure. Certificates of deposit (CDs) or commercial paper are
considered to be money market instruments and not bonds.
Bonds and stocks are both securities, but the major difference between the two is that (capital)
stockholders have an equity stake in the company (i.e., they are owners), whereas bondholders
have a creditor stake in the company (i.e., they are lenders). Another difference is that bonds
usually have a defined term, or maturity, after which the bond is redeemed, whereas stocks may
be outstanding indefinitely. An exception is a consol bond, which is a perpetuity (i.e., bond with
no maturity).

3 Lessons Adam Smith Teaches Us
For all the attention Adam Smith receives as the father of modern economics, most of his lasting
influences are best classified as moral and social — maybe even anthropological. Smith was a
Scottish professor of moral philosophy at Glasgow, and most of his economic insights were
byproducts of this pursuit. Smith championed self-interest as enlightening and beneficial, and he
viewed political or business power with contempt.
Smith was wrong on many of the details of his economic theory; like Karl Marx after him, Smith
operated under the assumption of the now-defunct labor theory of value, for example. Smith
either ignored or never fully addressed other aspects; he lacked a full-bodied theory of prices and
made virtually no mention of time factors. Still, there are some valuable economic lessons left to
be learned from his classic book, “An Inquiry into the Nature and Causes of the Wealth of
Nations.”
1. The Main Causes of Economic Growth Are Division of Labor and Accumulation of Capital
“Each individual becomes more expert in his own peculiar branch, more work is done upon the
whole, and the quantity of science is considerably increased by it.”
Adam Smith begins “The Wealth of Nations” with a simple discussion of the division of labor
within a pin factory. From that point forward, his focus never really deviates; in some ways,
“The Wealth of Nations” is a tribute to the nearly endless applications of this fundamental
economic concept.

The division of labor increases productivity for three reasons: it saves time and reduces setup
costs, repetition and specialized education lead to increased dexterity and productivity, and it
encourages the invention of machines or automation in the specialized areas. Smith didn’t
discover these truths, but he did bring them together.

Smith also makes frequent reference to the stock of an economy, meaning savings and
accumulated capital. Without pre-existing capital, businesses and entrepreneurs can’t hire
workers, build factories or begin production. Smith understood that an economy requires savings
to grow, for savings fuel investment and credit.

2. Voluntary Exchange Will Not Take Place Unless Both Parties Believe They Will Benefit
“Give me that which I want, and you shall this which you want, is the meaning of every such
offer; and it is in this manner that we obtain from one another the far greater part of those good
offices which we stand in need of.”

It’s inaccurate to think of economics as a science about market gains and losses. What
economics really studies is how separate individuals benefit each other; namely that they do so
unintentionally. Smith’s crucial insight is that markets and society improve naturally when
people are allowed to trade freely.

Basic deductive logic proves that people do not enter into a trades voluntarily when they don’t
expect to gain; otherwise they would not make the trade and would be better off staying put.
Each successful trade sends a signal in the market that a certain good or service has value; if this
happens enough, greater forces will be mobilized to bring about that good or service in greater
abundance.

16



Nobel-winning economist Milton Friedman once said, “Most economic fallacies derive from the
neglect of this simple insight, that market participants trade to benefit themselves.” Friedman and
Smith also knew that interfering with voluntary exchanges has the opposite effect.

3. Government Intervention Disrupts the Efficient Distribution of Resources on the Market

“But though the law cannot hinder people of the same trade from sometimes assembling
together, it ought to do nothing to facilitate such assemblies, much less to render them
necessary.”

Though Smith believed in a functional, limited government, he didn’t want governments
interfering with trade. Smith most famously used this argument against the prevailing economic
theory of his time, something he labeled as “mercantilism,” because it favored subsidies and
tariffs. Smith showed that free moving markets maximize the efficient flow of resources, which
maximized the public good. Overreach by bureaucrats only hinders this process because it
interrupts with crucial market signals.

Even though two trading partners accidentally create greater value by voluntarily exchanging, no
third party can create additional value by forcing an exchange to take place — nor can a third
party create additional value by forcefully interfering with the exchange of two separate parties.
Rather, Smith felt that politicians and crony businessmen would likely use power to enrich
themselves at the expense of the poor.

IIpakTnyeckas padora Ne 6.

What Is the Quantity Theory of Money?

By Reem Heakal
The concept of the quantity theory of money (QTM) began in the 16th century. As gold and
silver inflows from the Americas into Europe were being minted into coins, there was a resulting
rise in inflation. This led economist Henry Thornton in 1802 to assume that more money equals
more inflation and that an increase in money supply does not necessarily mean an increase in
economic output. Here we look at the assumptions and calculations underlying the QTM, as well
as its relationship to monetarism and ways the theory has been challenged.

QTM in a Nutshell
The quantity theory of money states that there is a direct relationship between the quantity of
money in an economy and the level of prices of goods and services sold. According to QTM, if
the amount of money in an economy doubles, price levels also double, causing inflation (the
percentage rate at which the level of prices is rising in an economy). The consumer therefore
pays twice as much for the same amount of the good or service.
Another way to understand this theory is to recognize that money is like any other commodity:
increases in its supply decrease ; background: #ffffff; line-height: 120%"> The Theory’s
Calculations
In its simplest form, the theory is expressed as:
MV = PT (the Fisher Equation)
Each variable denotes the following: M = Money Supply V = Velocity of Circulation (the
number of times money changes hands) P = Average Price Level T = Volume of Transactions of
Goods and Services
The original theory was considered orthodox among 17th century classical economists and was
overhauled by 20th-century economists Irving Fisher, who formulated the above equation, and
Milton Friedman.
It is built on the principle of “equation of exchange”:
Amount of Money x Velocity of Circulation = Total Spending
Thus if an economy has US$3, and those $3 were spent five times in a month, total spending for
the month would be $15.

QTM Assumptions
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QTM adds assumptions to the logic of the equation of exchange. In its most basic form, the
theory assumes that V (velocity of circulation) and T (volume of transactions) are constant in the
short term. These assumptions, however, have been criticized, particularly the assumption that V
is constant. The arguments point out that the velocity of circulation depends on consumer and
business spending impulses, which cannot be constant.
The theory also assumes that the quantity of money, which is determined by outside forces, is the
main influence of economic activity in a society. A change in money supply results in changes in
price levels and/or a change in supply of goods and services. It is primarily these changes in
money stock that cause a change in spending. And the velocity of circulation depends not on the
amount of money available or on the current price level but on changes in price levels.
Finally, the number of transactions (T) is determined by labor, capital, natural resources (i.e. the
factors of production), knowledge and organization. The theory assumes an economy in
equilibrium and at full employment.
Essentially, the theory’s assumptions imply that the value of money is determined by
the amount of money available in an economy. An increase in money supply results in a decrease
in the value of money because an increase in money supply causes a rise in inflation. As inflation
rises, the purchasing power, or the value of money, decreases. It therefore will cost more to buy
the same quantity of goods or services.

Money Supply, Inflation and Monetarism
As QTM says that quantity of money determines the value of money, it forms the cornerstone of
monetarism.
Monetarists say that a rapid increase in money supply leads to a rapid increase in inflation.
Money growth that surpasses the growth of economic output results in inflation as there is too
much money behind too little production of goods and services. In order to curb inflation, money
growth must fall below growth in economic output.
This premise leads to how monetary policy is administered. Monetarists believe that money
supply should be kept within an acceptable bandwidth so that levels of inflation can be
controlled. Thus, for the near term, most monetarists agree that an increase in money supply can
offer a quick-fix boost to a staggering economy in need of increased production. In the long
term, however, the effects of monetary policy are still blurry.
Less orthodox monetarists, on the other hand, hold that an expanded money supply will not have
any effect on real economic activity (production, employment levels, spending and so forth). But
for most monetarists any anti-inflationary policy will stem from the basic concept that there
should be a gradual reduction in the money supply. Monetarists believe that instead of
governments continually adjusting economic policies (i.e. government spending and taxes), it is
better to let non-inflationary policies (i.e. gradual reduction of money supply) lead an economy
to full employment.

QTM Re-Experienced

John Maynard Keynes challenged the theory in the 1930s, saying that increases in money supply
lead to a decrease in the velocity of circulation and that real income, the flow of money to the
factors of production, increased. Therefore, velocity could change in response to changes in
money supply. It was conceded by many economists after him that Keynes’ idea was accurate.
QTM, as it is rooted in monetarism, was very popular in the 1980s among some major
economies such as the United States and Great Britain under Ronald Reagan and Margaret
Thatcher respectively. At the time, leaders tried to apply the principles of the theory to
economies where money growth targets were set. However, as time went on, many accepted that
strict adherence to a controlled money supply was not necessarily the cure-all for economic
malaise.

Globalization and the Butterfly Effect
By John Edwards
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The butterfly effect concept has become important in the finance world as globalization
continues to increase and capital markets connect. Volatility in one small area of the
international markets can grow rapidly and bleed into other markets, and a hiccup in one corner
of the international markets can have global consequences. Improvements in technology and
wider access to the Internet has increased the degree to which international markets influence
each other. This has led to more episodes of extreme market volatility.

The butterfly effect has become well-known in popular culture, and the concept has clear
applications to finance. It and chaos theory may provide a partial explanation for the
unpredictability of capital markets.

Origin and Meaning of Butterfly Effect

The phrase “the butterfly effect” was first coined during a scientific meeting in 1972. Scientist
Edward Lorenz gave a talk on his work regarding weather prediction models. The phrase
suggests that the flap of a butterfly’s wings in Japan could create a small change in the
atmosphere that might eventually lead to a tornado in Texas.

Lorenz studied how small differences in initial values led to large differences in weather models
at the Massachusetts Institute of Technology. In 1961, he had entered an initial condition in a
weather model as 0.506, rather than the precise number of 0.506127, which resulted in a
completely different and unexpected weather pattern. In 1963, he wrote a paper on this concept,
titled “Deterministic Nonperiodic Flow.” The butterfly effect concept shows how difficult it is to
predict dynamic systems, such as weather and financial markets. Study of the butterfly effect has
led to advances in chaos theory.

IIpakTnyeckas padora Ne 7.

Application of Chaos Theory to Markets
Capital markets go through alternating periods of calm and storminess. However, they are not
always chaotic, and the shift between calm and chaos is often sudden and unpredictable. Some
believe that these concepts of chaos theory can be used to understand how financial markets
operate.
Markets tend to grow bubbles that eventually pop with drastic consequences. Financial bubbles
often grow because of positive feedback. When investors make money during a rise in the
financial markets, other observers think the investors must have made a smart decision, which
leads the observers to invest their own money in the markets. The result is more buying and
stock prices going higher. The positive feedback loop leads to prices beyond any logical or
justifiable level. The loop eventually ends, and the last investors in are left hanging with the
worst positions.
The same concept can explain volatile bear markets. The markets can suddenly shift due to
outside factors, which causes investors to pay attention only to negative news. Initial selling
leads to more selling as market participants liquidate their positions. The negative feedback loop
tends to accelerate quickly, often resulting in a market full of undervalued stocks.

Fractals and the Markets
Prominent scientist Benoit Mandelbrot applied his work in fractals in nature to financial markets.
He found that examples of chaos in nature, such as the shape of shorelines or clouds, often have
a high degree of order. These fractal shapes can also explain chaotic systems, including financial
markets. Mandelbrot noted that asset prices can jump suddenly with no apparent cause.
Many in the markets tend to dismiss the extreme events that occur less than 5% of the time.
Mandelbrot argued that these outliers are important and play a significant role in financial
market movements. Traditional portfolio theory tends to underestimate how often these high-
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volatility events occur. While his fractals cannot predict price movements, he argued that they
could create a more realistic picture of market risks.

Examples of the Butterfly Effect in Markets
Although technology has increased the impact of the butterfly effect in global markets, there is a
long history of financial bubbles going back to the tulip market bubble in Holland during the
17th century. Tulips were a status symbol among the elite. They were traded on exchanges in
Dutch towns and cities. People sold their belongings to begin speculating on tulips. However,
prices began to drop and panic selling ensued.
There are more recent examples of bubbles. On October 1987, known as Black Monday, the
Dow Jones Industrial Average (DJIA) lost around 22% in one trading day, the largest percentage
drop ever for that market. There was no apparent cause for the drop, though the DJIA had some
large down days the week before, and there were international issues in the Persian Gulf. In
retrospect, issues with panic selling and perhaps program trading might be partly to blame.
In 2015, the Chinese stock market encountered significant volatility, dropping over 8% in one
day. Similar to Black Monday, there was no single event or cause for the drop. This volatility
quickly spread to other markets, with the S&P500 and the Nikkei losing around 4%. Also like
Black Monday, there had been weakness in the Chinese markets in prior months.
Chinese officials had begun devaluing the renminbi. However, the main cause was likely the
high degree of ;line-height: 120%">

How the Federal Reserve Manages Money Supply
By Richard Cloutier
Throughout history, free market societies have gone through boom-and-bust cycles. While
everyone enjoys good economic times, the downturns are often painful. The Federal Reserve was
created to help reduce the injuries inflicted during the slumps and was given some powerful tools
to affect the supply of money. Read on to learn how the Fed fights recession.

The Evolution of the Fed

When the Federal Reserve System was established, its founders did not intend it to pursue an
active monetary policy to stabilize the economy. The basic ideas of economic stabilization policy
were foreign at the time, dating only from John Maynard Keynes’ work in 1936. Instead, the
founders viewed the Fed as a means of preventing the supplies of money and credit from drying
up during economic contractions, as happened often in the pre-1914 period.

One of the principal ways in which the Fed was to provide such insurance against financial
panics was to act as the “lender of last resort”. That is, when risky business prospects made
commercial banks hesitant to extend new loans, the Fed would step in by lending money to the
banks, thus inducing banks to lend more money to their customers.

The function of the central bank has grown and today, the Fed primarily manages the growth of
bank reserves and money supply in order to allow a stable expansion of the economy. To
implement its primary task of controlling money supply, there are three main tools the Fed uses
to change bank reserves:

A change in reserve requirements
A change in the discount rate
Open-market operations

The Tools
A change in reserve ratio is seldom used but is potentially very powerful. The reserve ratio is the
percentage of reserves a bank is required to hold against deposits. A decrease in the ratio will
allow the bank to lend more, thereby increasing the supply of money. An increase in the ratio
will have the opposite effect.
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The discount rate is the interest rate that the central bank charges commercial banks that need to
borrow additional reserves. It is an administered interest rate set by the Fed, not a market rate;
therefore, much of its importance stems from the signal the Fed is sending to the financial
markets (if it’s low, the Fed wants to encourage spending and vice versa). As a result, short-term
market interest rates tend to follow its movement. If the Fed wants to give banks more reserves,
it can reduce the interest rate that it charges, thereby tempting banks to borrow more.
Alternatively, it can soak up reserves by raising its rate and persuading the banks to reduce
borrowing.

Open-market operations consist of the buying and selling of government securities by the Fed. If
the Fed buys back issued securities (such as Treasury bills) from large banks and securities
dealers, it increases the money supply in the hands of the public. Conversely, the money supply
decreases when the Fed sells a security. Note that the terms “purchase” and “sell” refer to actions
of the Fed, not the public. For example, an open-market purchase means the Fed is buying but
the public is selling. Actually, the Fed carries out open-market operations only with the nation’s
largest securities dealers and banks, and not with the general public. In the case of an open-
market purchase of securities by the Fed, it is more realistic for the seller of the securities to
receive a check drawn on the Fed itself. When the seller deposits it in his or her bank, the bank is
automatically granted an increased reserve balance with the Fed. Thus, the new reserves can be
used to support additional loans. Through this process, the money supply increases.

The process does not end there. The monetary expansion following an open-market operation
involves adjustments by banks and the public. The bank in which the original check from the Fed
is deposited now has a reserve ratio that may be too high. In other words, its reserves and
deposits have gone up by the same amount; therefore, its ratio of reserves to deposits has risen.
To reduce this ratio of reserves to deposits, it chooses to expand loans.
When the bank makes an additional loan, the person receiving the loan gets a bank deposit. At
this stage, when the bank makes a loan, the money supply rises by more than the amount of the
open-market operation. This multiple expansion of the money supply is called the money
multiplier. Bank loans and purchases of securities are described as bank credit. It is the existence
of bank credit that makes the money stock larger than the monetary base, also known as “high-
powered money”. High-powered money consists of currency and bank deposits at the Fed.
Looking for a Hero
Today, the Fed uses its tools to control the supply of money to help stabilize the economy. When
the economy is slumping, the Fed increases the supply of money to spur growth. Conversely,
when inflation is threatening, the Fed reduces the risk by shrinking the supply. While the Fed’s
mission of “lender of last resort™ is still important, the Fed’s role in managing the economy has
expanded since its origin.

IIpakTyeckas padora Ne 8.

Levels of economics
MACROECONOMICS
The word macroeconomics means economics in the large. The macroeconomist’s concerns are
with such global questions as total production, total employment, the rate of change of overall
prices, the rate of economic growth, and so on. The questions asked by the macroeconomist are
in terms of broad aggregates — what determines the spending of all consumers as opposed to the
microeconomic question of how the spending decisions of individual households are made; what
determines the capital spending of all firms combined as opposed to the decision to build a new
factory by a single firm; what determines total unemployment in the economy as opposed to why
there have been layoffs in a specific industry.
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Macroeconomists measure overall economic activity; analyze the determinants of such activity
by the use of macroeconomic theory: forecast future economic activity; and attempt to formulate
policy responses designed to reconcile forecasts with target values of production, employment,
and prices.

An important task of macroeconomics is to develop ways of aggregating the values of the
economic activities of individuals and firms into meaningful totals. To this end such concepts as
gross domestic product (GDP), national income, personal income, and personal disposable
income have been developed.

Macroeconomic analysis attempts to explain how the magnitudes of the principal
macroeconomic variables are determined and how they interact. And through the development of
theories of the business cycle and economic growth, macroeconomics helps to explain the
dynamics of how these aggregates move over time.

Macroeconomics is concerned with such major policy issues as the attainment and maintenance
of full employment and price stability. Considerable effort must first be expended to determine
what goals could be achieved. Experience teaches that it would not be possible to eliminate
inflation entirely without inducing a major recession combined with high unemployment.
Similarly, an overambitious employment target would produce labor shortages and wage
inflation.

During the 1960s it was believed that unemployment could be reduced to 4 percent of the labor
force without causing inflation. More recent experience suggests that reduction of
unemployment to 5.5 percent of the labour force is about ss well as we can do.
VOCABUALARY

What does the word macroeconomics mean?

What are the concerns of a macroeconomist?

What is the difference between the questions asked by macroeconomists and microeconomics?
What is, according to the text, the important task of macroeconomist?

What does macroeconomic analysis attempt to explain?

What are the concepts of macroeconomics?

What are the most important theories of macroeconomics ?

What is said about the correlation between the inflation and unemployment?

Macroeconomics vs. microeconomics. Fill in the table to show the difference between:

o

2. Which of the following statements are true about macroeconomics and macroeconomists:
1. Macroeconomics deals with global questions only.
2. Macroeconomics means economics in the large because it asks more questions than
microeconomics.
3. Macroeconomist analyzes activities of families and large firms.

4. Such concepts as gross domestic product, national income and personal disposable income serve

as meaningful totals.
5. Macroeconomic analysis shows the development of the economic theory.
6. Theory of business cycles concerns business. That is why this is a microeconomic theory.
7. Inflation could not be eliminated without some negative changes in economics.
8. More recent experience proves that macroeconomists of 60s were wrong.

o

3. Translate into Russian:
1. The questions asked by the macroeconomist are in terms of broad, aggregates.

2. What determines the capital spending of all firms combined as opposed to the decision to build a

new factory by a single firm?
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3. Macroeconomists measure overall economic activity; analyze the determinants of such activity
by the use of macroeconomic theory.
4. Macroeconomic analysis attempts to explain how the magnitudes of the principal
macroeconomic variables are determined.
5. Considerable effort must first be expended to determine what goals could be achieved.
6. More recent experience suggests the reduction of unemployment to 5.5 percent of the labor
force.
7. Experience teaches that it would not be possible to eliminate inflation entirely.

o

4. Explain in your own words the importance and practical applications of the following concepts.
(Give Russian equivalents):
1. total production
2. total employment
3. the rate of change of overall prices
4. GDP
5. national income
6. personal income
7. personal disposable income
5. Are you able to answer the following macro- economic questions (If not, explain why it is
impossible):
1. What determines the spending of all consumers?
2. What determines the capital spending?
3. What determines the capital spending of all firms?

2

Questions for discussion:
1. Was there a difference between macroeconomics and microeconomics in the Soviet
economics? In 18th century? In 19™ century?
2. What is more important for economy in general - microeconomics or macroeconomics?
3. Is there a difference in analyzing macroeconomic and microeconomic problems?

MICROECONOMICS
The word «micro» means small, and microeconomics means economics in the small. The
optimizing behavior of individual units such as households and firms provides the foundation for
microeconomics.

Microeconomists may investigate individual markets or even the economy as a whole, but their
analyses are derived from the aggregation of the behavior of individual units. Microeconomic
theory is used extensively in many areas of applied economics. For example, it is used in
industrial organization, labor economics, international trade, cost-benefit analysis, and many
other economic subfields. The tools and analyses of microeconomics provide a common ground,
and even a language, for economists interested in a wide range of problems.

At one time there was a sharp distinction in both methodology and subject matter between
microeconomics and macroeconomics.

The methodological distinction became somewhat blurred during the 1970s as more and more
macro- economic analyses were built upon microeconomic foundations. Nonetheless, major
distinctions remain between the two major branches of economics. For example, the
microeconomist is interested in the determination of individual prices and relative prices (i.e.,
exchange ratios between goods), whereas the macroeconomist is interested more in the general
price level and its change over time.
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Optimization plays a key role in microeconomics. The consumer is assumed to maximize utility
or satisfaction subject to the constraints imposed by income or income earning power. The
producer is assumed to maximize profit or minimize cost subject to the technological constraints
under which the firm operates. Optimization of social welfare sometimes is the criterion for the
determination of public policy.

Opportunity cost is an important concept in microeconomics. Many courses of action are valued
in terms of what is sacrificed so that they might be undertaken. For example, the opportunity cost
of a public project is the value of the additional goods that the private sector would have
produced with the resources used for the public project.

Theory of the Consumer
The individual consumer or household is assumed to possess a utility function, which specifies
the satisfaction, which is gained from the consumption of alternative bundles of goods. The
consumer’s income or income- earning power determines which bundles are available to the
consumer. The consumer then selects a bundle that gives the highest possible level of utility.
With few exceptions, the consumer is treated as a price taker — that is, the consumer is free to
choose whatever quantities income allows but has no influence over prevailing market prices. In
order to maximize utility the consumer purchases goods so that the subjective rate of substitution
for each pair of goods as indicated by the consumer’s utility function equals the objective rate of
substitution given by the ratio of their market prices. This basic utility - maximization analysis
has been modified and expanded in many different ways.

Theory of the Producer
The individual producer or firm is assumed to possess a production function, which specifies the
quantity of- output produced as a function of the quantities of the inputs used in production. The
producer’s revenue equals the quantity of output produced and sold times its price, and the cost
to the producer equals the sum of the quantities of inputs purchased and used times their prices.
Profit is the difference between revenue and cost. The producer is assumed to maximize profits
subject to the technology given by the production function. Profit maximization requires that the
producer use each factor to a point at which its ;line-height: 120%"> A producer’s cost function
gives production cost as a function of output level on the assumption that the producer combines
inputs to minimize production cost. Profit maximization using revenue and cost functions
requires that the producer equate the decrement in revenue from producing one less unit (called ;
line-height: 120%">Vocabulary
constraints — orpanuucHue, CTECHCHHE

gGeneral understanding:

1. What is, according to the text, microeconomics?

2. What is meant by «economics in the small»?
3. What economic phenomena are of microeconomists attention?
4. Where is microeconomic theory used?

5. What is «optimization»?

6. What is the concept of the theory of consumer?

7. What is the major difference between the theory of consumer and the theory of producer?

2

Find equivalents in Russian:
1. optimizing behavior of individual units
2. industrial organization
3. labor economics
4. international trade
5. cost-benefit analysis
6. sharp distinction in both methodology and subject matter
7. subjective rate of substitution
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Q Translate into Russian:

1. Microeconomic theory is used extensively in many areas of applied economics.
2. Their analyses are derived from the aggregation of the behavior of individual units.
3. The consumer then selects a bundle that gives the highest possible level of utility.
4. The consumer is free to choose whatever quantities income allows but has no influence over
prevailing market prices.
5. The producer equates ; line-height: 120%"> The producer recognizes that price declines as sales
are expanded.
7. Under pure competition, the producer is a price taker who may sell at the going market price
whatever has been produced.

9 Give definition to the following:
1. microeconomics
2. applied economics
3. optimization
4. opportunity action
5. utility maximization

eQuestions for discussion:

1. What areas of applied economics are of the most importance?
2. What distinction in methodology between macro— and microeconomics is the most distinctive?

IMpakTnyeckas padora Ne 9.

THE LAW OF DEMAND
Demand is a key concept in both macroeconomics and microeconomics. In the former,
consumption is mainly a function of income; whereas in the latter, consumption or demand is
primarily, but not exclusively, a function of price. This analysis of demand relates to
microeconomic theory.
The theory of demand was mostly implicit in the writings of classical economists before the late
nineteenth century. Current theory rests on the foundations laid by Marshall (1890), Edgeworth
(1881), and Pareto (1896). Marshall viewed demand in a cardinal context, in which utility could
be quantified. Most contemporary economists hold the approach taken by Edgeworth and Pareto,
in which demand has only ordinal characteristics and in which indifference or preferences
become central to the analysis.
Much economic analysis focuses on the relation between prices and quantities demanded, the
other variables being provisionally held constant. At the various prices that could prevail in a
market during some period of time, different quantities of a good or service would be bought.
Demand, then, is considered as a list of prices and quantities, with one quantity for each possible
price. With price on the vertical axis and quantity on the horizonta
laxis, the demand curve slopes downward from left to right, signifying that smaller quantities are
bought at higher prices and larger quantities are bought at lower prices. The inverse relation
between price and quantity is usually called the law of demand. The law rests on two
foundations. One is the theory of the consumer, the logic of which shows that the consumer
responds to lower prices by buying more. The other foundation is empirical, with innumerable
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studies of demand in actual markets having demonstrated the existence of downward-sloping
demand curves.
Exceptions to the law of demand are the curiosa of theorists. The best-known exception is the
Giffen effect
e aconsumer buys more, not less of a commodity at higher prices when a negative income effect
dominates over the substitution effect.
Another is the Vehien effect — some commodities are theoretically wanted solely for their
higher prices. The higher these prices are, the more the use of such commaodities fulfills the
requirements of conspicuous consumption, and thus the stronger the demand for them.

Vocabulary

e General understanding:

1. What is «demand»?
2. What is the current theory of demand based on?
3. What prominent economists contributed to the development of the theory of demand?
4. How is it possible to show the interrelation of price and quantities consumed?
5. What is «Giffen effect»?
6. What is Vehien effect?

g Find equivalents in Russian and write two sentences with each:

a)
key concept
b)
consumption
c)
empirical foundation
d)
curiosa of theorists
€)
of a commaodity at higher prices
f)
strong demand
g)
quantities of a goods
h)
ordinal characteristics
i)

conspicious consumption

g Complete the table.

e Which is not true about the law of demand:
1. Consumption is the key concept of microeconomics.
2. Classical economists contributed a lot to the development of the theory of demand.
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e Translate into Russian:

1. Much economic analysis focuses on the relation between prices and quantities demanded.
2. Marshall viewed demand in a cardinal context, in which utility could be quantified.
3. Consumption or demand is primarily, but not exclusively, a function of price.
4. With price on the vertical axis and quantity on the horizontal axis, the demand curve slopes
downward from left to right.
5. A consumer buys more, not less of a commodity at higher prices when a negative income effect
dominates over the substitution effect.

9 Innumerable studies of demand in actual markets having demonstrated the existence of
downward-sloping demand curves. Explain the difference and write one sentence with each:
1. sign — signify
2. list - page
3. quantity — quality
4. effect — effective
5. substitute - restitute
6. conspicuous - curious

g Find antonyms to the following:
1. negative -
2. possible -
3. numerable -
4. vertical —

eThink of examples of exceptions to the Law of Demand in the contemporary Russia. Write
an essay of 100—150 words.
Questions for discussion:
1. Do you agree that «conspicuous consumption» plays the great role in the economy of Russia?
2. Do you think that the economic crisis and instant and immediate raise of prices in September
1998 in Russia was provoked by a) producers b) consumers c) wholesalers d) traders?
3. Do you think it is logical that «consumer responds to lower prices by buying more»? Think of an
example when consumer believes that prices would go even lower and doesn’t react immediately
in the expected way.

IIpakTyeckas padora Ne 10.

CHANGES IN CONSUMER DEMAND
Increases or decreases in demand are changes in the quantities that would be bought at any of the
possible array of prices. Changes in demand are shifts or movements of the entire demand curve.
A shift to the right means an increase in demand. It can come from any one or a combination of
the following: a change in consumer desire or taste, sometimes augmented by volumes of
advertising; a rise in consumers income; a rise in the prices of
In an uncertain economy, especially an inflationary one, price expectation can affect demand.
For storable commodities, when consumers believe that expected future prices will be higher,
buyers tend to increase their current demand and thus tend to make their expectations self-
fulfilling.
The demands for durable goods can fluctuate widely over time, as consumers’ incomes vary. A
durable good has both a stock demand and a flow demand. The stock demand is for the amount
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that consumers want to hold over a period of years. The flow demand in a given year consists of
replacement demand, i.e., for purchases to maintain the stock at some level, and of expansion
demand, i.e., for purchases to increase the stock.
Vocabulary

Q General understanding:

1. What are increases or decreases in demand?
2. What does the shift to the right of the demand curve mean?
3. What are possible causes of the process?
4. What does the shift to the left of the demand curve mean?
5. Are there exceptions to the general rule?
6. How does price expectation affect demand?
7. What is said about demand fluctuations?

e Find equivalents in Russian and write two sentences with each:
1. array of prices
2. increase in demand
3. afall in the prices of complements
4. price expectation
5. current demand
6. replacement demand
7. flow demand

g Translate into Russian:

1. Changes in demand are shifts or movements of the entire demand curve.
2. Inferior goods are those goods and services bought in smaller amounts as consumer incomes rise.
3. In an uncertain economy, especially an inflationary one, price expectation can affect demand.
4. The stock demand is for the amount that consumers want to hold over a period of years.

0 Explain the difference between the following words. Write one sentence with each to

illustrate the lexical meaning:

1. able — willing

2. occur — happen

3. exceed — prevail

4. affect — effect
5. dependent — interdependent
6. relate — relative - relations

9 Questions for discussion:

1. What products could be referred to as inferior?
2. Do you think that the tern inferior goods could be applied to the products of some countries, i.e.
China, Turkey, etc.
3. Do you think that it has become traditional in Russia to have a stock of such storable
commaodities as salt, sugar, soap and matches?

LAW OF SUPPLY
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Supply is a fundamental concept in both macro- and microeconomic analysis. In macroeconomic
theory, aggregate supply is mainly a function of expected sales to consumers, businesses, and
governments. In microanalysis supply is mainly a function of prices and costs of production. A
more complex view of the supply curve for a commaodity is its relation between quantities
forthcoming and the possible current prices of that commodity, its expected future prices, the
prices of alternative goods and services, the costs of the producer, and time.
Opportunity Costs
Incorporated in the supply curve of goods and services are opportunity costs. Economists differ
from accountants and from the Internal Revenue Service by including both explicit and implicit
costs, or opportunity costs. Implicit costs are mainly business costs for wages, rents, and interest,
whereas opportunity costs are the alternative costs of doing something else. A sole proprietor or
the owners of businesses should calculate what they forgo in wages, rents, and interest by not
working for someone else, or by renting the property they use to others, or by the possibility of
converting plant and equipment to alternative investment projects.

The Shape and Position of Supply Curves
In competitive markets the shape, or elasticity of supply, reflects time in the production process,
such as the immediate or market period, the short run, and the long run. Elasticity of supply is
the relative change in price that induces a relative change in quantity supplied. The supply curve
is a line on a diagram where the vertical axis measures price and the horizontal axis is quantity.
Usually the coefficient of elasticity is positive, meaning that a rise in price induces an increase in
the quantity supplied. In the immediate or market period, a given moment, time is defined as too
short to allow for a change in output. The supply curve is vertical, and the coefficient of
elasticity is zero.

The short run is defined as a' period sufficiently long to permit the producer to increase variable
inputs, usually labor and materials, but not long enough -to permit changes in plant and
equipment. The supply curve in the short run is less inelastic or more elastic than in the
immediate period. The long run permits sufficient time for the-producer to increase plant and
equipment. The longer the time, the greater the elasticity of supply.

Changes in supply are shifts in the position of supply curves. An increase in supply is a
rightward movement of a supply curve, with more of the commaodity being offered for sale at
each possible price. Conversely, a decrease in supply shifts the supply to the left. An increase in
supply can occur because sellers expect lower prices in the future, or, as in the agricultural
sector, because of bountiful crops. The reverse is true of a decrease in supply. Over periods of
time long enough for production processes to change, improvements in technology and changes
in input prices and productivities are the main causes of changes in supply.

Vocabulary
to permit - mo3BoATH, pa3pemarsb

QGeneral understanding:

1. What is the difference of the concept of supply in macro— and microeconomics?
2. What are opportunity costs?
3. What are implicit costs?
4. What, according to the text, a sole proprietor or the owners should do?
5. What does the elasticity of supply show?
6. What is the difference between the short-time and long-time supply?
7. Why do changes in the supply affect the position of the supply curve?

g Which of the following is not true:
1. Supply is a concept of macroeconomics.
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2. Economists differ from bookkeepers and tax-gatherers because they include also opportunity
costs.

3. The shape of the supply curve provides specialist with the information on elasticity of supply and
the reflection of the shareholder.

4. The supply curve is a line on a diagram where the vertical axis measures price and the horizontal

axis is quantity.
5. Bountiful crops is a cause of increase in supply.
6. Improvements in technology and changes in input prices and productivities are the main causes

of the changes in elastic demand.

g Find equivalents in Russian:
1. fundamental concept
2. current prices
3. business costs for wages,
4. sole proprietor
5. alternative investment projects.
6. coefficient of elasticity
7. adecrease in supply
8. improvements in technology

9 Find antonyms for the following words. Write one sentence with each:
1. expected —
2. complex —
3. possible —
4. future —
5. competitive —

Q Find the synonyms of the following:
1. accountant —
2. calculate —
3. permit —
4. expect —
5. complex —
6. opportunity —
7. businessman —
5. Define the following terms in English:
1. aggregate supply
2. opportunity costs
3. sole proprietor
4. elasticity of supply
5. coefficient of elasticity

9 Questions for discussion:

1. How do you understand: «Economists differ from accountants and from the Internal Revenue
Service»?
2. In what sphere can a person with the economic education work?
3. What is a better-paid job for economist: applied economics or theoretical research? Give
examples to support your opinion
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IIpakTyeckas padora Ne 11.
Competitive and monopolistic markets

COMPETITIVE MARKET
Competition refers to the nature of the conditions under which individuals may trade property
rights. It assumes a definition of property rights that individuals may trade among themselves as
well as a description of the trading process. A competitive equilibrium is the outcome of
competition. The very existence of such an equilibrium depends on the nature of the property
rights. These aspects of competition are especially important in connection with the development
of new technology and new products and with the use of low-cost, large-scale methods of
production and distribution.

The simplest situation in an analysis of competition is a market where individuals have initial
endowments of commaodities that they own and that they may trade among themselves. All trades
occur at the same time and place. The essential characteristics remain valid when trades do not
all occur at the same time and place. However, individuals would have incomplete knowledge
relevant for their decisions. This complication changes the nature of the outcome of competition.
Incomplete knowledge is inevitable partly because the future is unknown. Even so, it is often less
costly to take current actions that will have future consequences without knowing that these will
be than to respond only to momentary events of the present. The advantages of planning and the
resulting exposure to hazards that may occur alter the effects of competition.

These basic considerations help explain the nature of production and why the quantities of goods
offered will change over time in response to the expectations and information firms have. They
also explain why some common notions about competition are inadequate. Among the
inadequate notions about competition is the belief that a necessary condition for competition is a
lack of power by any firm to affect the prices of its products. Sometimes this is put in another
form, that competition can exist in an industry only if the demand curves-facing the individual
firms in that industry are infinitely elastic so that changes in the quantities sold by a single firm
cannot affect the product price. This condition is not necessary for competition. Nor is it
necessary for competition that the number of firms be so large that each one is of negligibly
small size relative to the total market for the commodities made by firms in the industry. Finally,
it may be consistent with competition that some or all firms in an industry have obtained very
high profit rates.

Pure Exchange
Assume there is a market where there are individuals, each of whom starts with given amounts of
various commodities. Each one would like to make trades that will result in the acquisition of
goods preferred to those goods to be exchanged. The theory assumes that for each trader the
purpose of trade is to improve the trader’s position. Hence, the trader would not willingly leave
the market with a bundle of goods worth less than his or her initial holdings. The theory also
assumes that each trader owns the commaodities to be traded, that they can be traded on terms
that are mutually acceptable to the parties directly involved in an exchange, and that each trader
may accept or reject the terms offered. Underlying the possibility of exchange is the existence of
property rights in the goods. Competition requires voluntary exchange so that no trader is
compelled to accept or reject offers without freely given consent. The very notion of exchange
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implies, therefore, a voluntary agreement among those who are directly involved in the
transaction on the terms that each one willingly accepts.

In pure exchange, although the total quantities of the commodities exchanged among the parties
is constant, each one must regard the obtained goods as worth more than the exchanged goods. If
the parties can reach agreement on mutually beneficial terms of exchange, the result is an
allocation of the commaodities among the individuals that must make at least one of them better
off than before and cannot make anyone worse off than before.

The theory assumes that no individual accepts terms that would leave that individual in a worse
position than if no trades at all were made. The existence of a state of competition in pure
exchange allows the participants to seek the best terms that they can obtain from the others.
Competition does not requires the presence of a very large number of traders nor does it require
that each of the .individual traders in the market must be of such a small relative size that none
can affect the terms of trade. Traders can make tentative agreements with each other subject to
the condition that these agreements become binding only if none can obtain better terms from
others. The final outcome is a set of exchanges among the traders such that no individual or
group of individuals can obtain better terms. The set of outcomes with these attributes need not
be unique. All possible outcomes with these attributes represent the state of competition. The set
of all possible trades that can satisfy these conditions is known as the core of a market.
Therefore, the set of trades induced by competition in a market is in the core of a market.
Vocabulary

Q General understanding:

1. What is competition?
2. What is a competitive equilibrium?
3. What is the simplest situation in the analysis of competition?
4. What, according to the text, are the basic considerations of the competition and what do they
explain?
5. What are the «inadequate» notions about competition?
6. What does the competition require?
7. What are the features of pure exchange?

9 Which of the following is true:
1. Competition refers to both the trade of property rights and the description of the trading process.
2. A competitive equilibrium is the result of competition.
3. Goods are infinitely elastic when the demand for them is elastic.
4. Some or all firms may have high profits under competition.
5. Competition is only possible when people are willing to exchange commodities.
6. In pure exchange each participant exchanges bad goods for better ones.
7. Core market is the set of all possible trades that can satisfy these conditions.

e Define the following terms in English:

1. competition

2. property rights

3. competitive equilibrium
4. infinitely elastic demand curves

5. pure exchange

6. individual trader
7. description
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e Translate into Russian:

1. Competition refers to the nature of the conditions under which individuals may trade property
rights.
2. The very existence of such an equilibrium depends on the nature of the property rights.
3. The essential characteristics remain valid when trades do not all occur at the same time and
place.
4. The theory assumes that for each trader the purpose of trade is to improve the trader’s position.
5. Underlying the possibility of exchange is the existence of property rights in the goods.
6. Traders can make tentative agreements with each other.

9 Questions for discussion:

1. Under what circumstances competition is impossible?
2. Under what circumstances is pure exchange possible?
3. Do you think that competition stimulates the production of better goods? What role does
advertising play in competition?

MONOPOLY
Monopoly is a market structure with only a single seller of a commaodity or service dealing with
a large number of buyers. When a single seller faces a single buyer, that situation is known as
bilateral monopoly.

The most important features of market structure are those, which-influence the nature of
competition and price determination. The key element in this segment of market organization is
the degree of seller concentration, or the number and size distributions of the sellers. There is
monopoly when there is only one seller in an industry, and there is competition when there are
many sellers in an industry. In cases of an intermediate number of sellers, that is, something
between monopoly and competition, there can be two sellers (duopoly), a few sellers (oligopoly),
or many sellers (atomistic competition).

Today the term monopoly is usually extended to include any group of firms, which act together
to fix prices or levels of production. Complete control of all output is not necessary to exercise
monopoly power. Any combination of firms, which controls at least 80 percent of an industry’s
production, can dictate the prices of the remaining 20 percent.

Aside from private monopolies, there are public monopolies. One example of a public monopoly
in the United States is the nonprofit postal service. There is also the «natural» monopoly, which
exists when it is more efficient, technically, to have a single seller.

Although the precise definition of monopoly — a market structure with only a single seller of a
commaodity or service — cannot he applied directly to a labor union because a union is not a
seller of services, labor unions have monopolistic characteristics. For example, when a union
concludes a wage settlement, which sets wage rates at a level higher than that acceptable to
unorganized workers, the union clearly contributes to monopolistic wage results. In effect, the
price of labor (wages) is set without regard to the available supply of labor.
Monopolies versus Competition
Pure monopoly is a theoretical market structure where there is only one seller of a commodity or
service, where entry into the industry is closed to potential competitors, and where the seller has
complete control over the quantity of goods offered for sale and the price at which goods are
sold. Pure monopoly is one of two limiting cases used in the analysis of market structure. The
other is pure competition, a situation in which there are many sellers who can influence neither
the total quantity of a commodity or service offered for sale nor its selling price. Hence,
monopoly is the exact antithesis of competition. It is generally agreed that neither of these two
limiting cases is to be found among existing market structures.
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The monopolist establishes market position by ability to control absolutely the supply of a
product or service offered for sale and the related ability to set price. Theoretically, profit
maximization is the primary objective, and it is often possible to achieve this by restricting
output and the quantity of goods offered for sale. Levels of output are held below the quantity
that would be produced in a competitive situation. Hence, monopoly is of interest to economic
policymakers because it may impede the most efficient possible allocation of a nation’s
economic resources.

Monopolies held by individuals or organizations may begin by the granting of a patent or a
copyright, by the possession of a superior skill or talent, or by the ownership of strategic capital.
The huge capital investment necessary to organize a firm in some industries raises an almost
insurmountable barrier to entry in these monopolistic fields and, thus, provides established
corporations in these industries with potential monopoly power.

The use of such monopoly power may lead to the development of substitute products, to an
attempt at entry into monopolistic fields by new firms (if profits are high enough), or to public
prosecution or regulation. The antitrust policy of the federal government has prevented the
domination of an industry by one firm or even a few firms. Moreover, with the growth of
international trade and investment, it is no longer possible to determine whether an effective
monopoly exists by studying market shares. The recent competitive pressures from Japanese
sellers of autos and electronic products have resulted in more competition and less monopoly
power on the part of U.S. manufacturers. Thus, the trend during the last 40 years or so in the
United States has been away from monopolies in many industries and toward oligopolies.
Vocabulary

gGeneral understanding:

1. What is a monopoly, duopoly, oligopoly, atomistic competition?
2. What is a bilateral monopoly?
3. Is full control necessary for the monopoly?
4. What is an example of a public monopoly?
5. What is a «natural» monopoly?
6. What are the two «limiting cases» used in the analysis of market structures?
7. How do the monopolies begin?

g Which of the following is wrong:
1. When two buyers meet two sellers it is called bilateral monopoly.

2. The degree of sellers concentration is the number and size distributions of monopolists.
3. Any group of firms which act together to fix prices or levels of production is a monopoly.
4. Monopoly is a 100% different thing than competition.

5. Economic policymakers are interested in monopolies on markets.

Q Find the equivalents in Russian:

1. market structure

2. segment of market

3. public monopolies
4. labor unions

5. entry into the industry

6. profit maximization

7. substitute products
8. antitrust policy
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QTranslate into Russian:

1. Monopoly is a market structure with only a single seller of a commodity or service dealing with
a large number of buyers.
2. The key element in this segment of market organization is the degree of seller concentration.
3. Complete control of all output is not necessary to exercise monopoly power
4. Pure monopoly is a theoretical market structure where there is only one seller of a commodity or
service.
5. Monopoly is the exact antithesis of competition.
6. The use of monopoly power may lead to the development of substitute products.
7. The trend during the last 40 years or so in the United States has been away from monopolies in
many industries and toward oligopolies.

g Give definitions in English to the following:
1. monopoly
2. bilateral monopoly
3. duopoly
4. atomistic competition
5. «natural» monopoly
6. public monopoly

QQueStions for discussion:
1. Are there any examples of bilateral monopolies on the:
a. world market b) domestic market c) local market
2. Think of an example of a public monopoly. Is postal service in Russia also a public monopoly as
itisin USA?
3. What are the criteria for defining a monopoly «natural»? Give an example.

IIpakTnyeckas padora Ne 12.

WHAT IS OLIGOPOLY

An oligopoly exists when a few sellers of a commaodity or service deal with a large number of

buyers. When a few sellers face a few buyers, that situation is known as bilateral oligopoly. In

the case of oligopoly a small number of companies supply the major portion of an industry’s

output. In effect the industry is composed of a few large firms which account for a significant
share of the total production. Thus, the actions of the individual firms have an appreciable effect

on their competitors.
However, it does not follow as a consequence of the presence of relatively few firms in an

industry that competition is absent. Although there are few firms in an industry, they may still

act independently, and the outcome of their actions is consistent with competition. With few
firms in an industry, each takes into account the likely repercussions of its actions. For example,

each seller knows that if he or she lowers prices, the few competitors will immediately follow
suit and lower their prices, leaving the seller with roughly the same share of the total market but
lower profits. However, the seller may be reluctant to raise prices because competitors might not

follow this lead.
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One feature of markets with few sellers is that prices are often stable, except during periods of
very rapid inflation. Also, prices of oligopolistic industries generally fluctuate less widely than in

more competitive industries.
Vocabulary

gGeneral understanding:

1. When does oligopoly exist?
2. What is bilateral oligopoly?
3. Is absent of competition a common phenomenon?
4. What is known to happen if one competitor lowers the price?
5. What is the feature of the market with few sellers?

eTranslate into Russian:

1. When a few sellers face a few buyers, this situation is known as bilateral oligopoly.
2. The actions of the individual firms have an appreciable effect on their competitors.
3. Although there are few firms in an industry, they may still act independently
4. One feature of markets with few sellers is that prices are often stable.

5. Prices of oligopolistic industries generally fluctuate less widely.

g Compose sentences using the following expressions:
1. to deal with smth.
2. to face smth.
3. to be composed of smth.
4. to be reluctant to smth.
5. in case of smth.

e Write an occupation of a person. Compose one sentence with each word:

1. produce —
2. consume —
3. trade —
4. purchase —
5. sell —
6. observe —

e Find equivalents in Russian:
1. act independently
2. take into account
6. not follow this lead
4. fluctuate less widely

g Questions for discussion:

1. How can policymakers influence the economics via oligopolies?
2.
3. Why in your opinion there are no such institutions as natural and public oligopolies?

Is price stability a good trend in economy? What about the 60s-70s in the history of USSR?
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Oo6s13aHHOCTH OyXTaJjJTepa
An accountant is a professional who works for a company and is responsible for
recording all of the financial aspects related to all type of taxes, income and expenditures,
budgets, and many other things.
Byxranrep — aTo nmpodeccuonarn, padoTaroiuii Ha KOMIIAHUIO, 1 OTBETCTBEHHBIN 32
PErucCTpanmro BCEX q)HHaHCOBBIX ACIICKTOB, CBA3aHHBIX CO BCCMHU BHJJaMH HAJIOI'OB,
JIOXOJIOB U 3aTpart, OI0KETaMH, U MHOTUMU JIPYTUMH BEIIaMHU.
e duties — o6s3aHHOCTH;
e responsible — oTBETCTBEHHBIIA;
e recording — perucrpanusi, 3aI1ch;
e iNCOMe — 10X0/1, BEIPYUKa,
e expenditures — pacxopl, 3aTpaThbl
e Tax—manor
e Tax liability — namoroBoe o6s13aTenbCTBO
The amount of tax that you have to pay = tax liability.
CyMmMa HaJloroB, KOTOPbIE BbI JOJDKHBI YIIATUTh = HAJOIOBOE 0053aTEIbCTBO.
o Deduction — Beruer, yaepxaHue
e Taxable income — Haoroo6yiaraemslii 10X0/1
o Itemized deduction — geranu3upOBaHHBII, TOCTATEHHBINA BBIYET, BBIYET 10 BUIAM
pacxo/ioB
A list of deductions from taxable income = itemized deduction.
CHHCcOK BBIYETOB M3 HAIOT000IaraeMoro J0X0/1a = JACTaTu3UPOBAHHBIN BBIYET
o Stock — akus (amep.)
e Bond — ob6auranus, 1oaroBoe 0043aTeabCTBO
o Real estate — HeIBMKMMOE UMYIIIECTBO
o Capital gains — mpupoct KanuTana, 10X0Abl OT MPUPOCTA KamuTaaa
Money that you make from stocks, bonds, real estate, etc. = capital gains.
Jlenbru, KOTOphI€ BbI 3apadOoTaIl HA aKIMSIX
Someone who promises to pay for you in case you can’t = co-Signer.
KTo-T0, KTO 00OCIIaeT 3arIaTuTh 3a Bac B ClIydae, €CJIU BbI HE MOXKETE = COIOJIIMCAHT.
o Legally liable — moaneskaruit OTBETCTBEHHOCTH TEPE] 3aKOHOM, CYIOM
A cosigner is legally liable (= responsible) for the repayment of the loan.
ConoamucaHT HeceT IOPUINYECKYI0 OTBETCTBEHHOCTH 3a MOTAIIeHHE 3aiiMa.
o Borrower — 3aemuuk
e Lender — kpeaurtop (6ank), 3aiiMomaBel] (HeOAaHKOBCKast OpraHH3aIns)
A contract between the borrower and the lender = promissory note.
JloroBop MexX1y 3aeMIIUKOM U 3aiiMOJIaBIIeM = IPOCTON BEKCEIb, IOJITOBasi PAaCIHCKa,
JIOJITOBOE 00513aTEIIbCTBO.
Conditions, rules = terms.
VYcnosus, npaBuiia = terms.
IlepeBoa poccuiickoro Oyxrajarepckoro 0ananca (¢popma 1) Ha aHITIMACKUI A3BIK

Quotes and sayings about money and shopping

» Money is a good servant but a bad master.
* Money has no smell.
» Money often unmakes the men who make it.
* A penny saved is a penny gained.
« Shopping makes me happy, spending money makes me depressed.
« Shopping is the best medicine.
* A bargain isn't a bargain unless it’s something you need.
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» Work hard so you can shop harder.
* When I’m sad shopping helps

General Finance Related VVocabulary
Interest rate

The global central banks want to keep interest rates
at artificially (= unnaturally) low levels.

Going to end
Short term

This is not going to end soon = This is not going to
end in the short term.

Government intervention

Sometimes government intervention is necessary =
Sometimes the government has to get involved.

Wage — 3apaboTHast riarta (caenpHast)

A list of all employees and their wages = payroll.

Oo6mas ¢puHaHCcOBas JIEKCUKA
[TponieHTHas cTaBKa

[lenTpanpHble OaHKU BCETO MUPA XOTAT
HOJIEP>KUBATh NPOLIEHTHBIE CTABKU HA
HCKYCCTBEHHO (= HEECTECTBEHHO) 3aHUKEHHBIX
YPOBHSIX.

3aKOHUYUTHCS, TOJOUTH K KOHILY

Kopotkuii cpox

DTO HE 3aKOHYUTCS CKOPO = DTO HE 3aKOHUYUTCS
B KOPOTKHH CPOK.

BwmemarenscTBO paBUTEILCTBA, TOCYAAPCTBA

WHorma BMEmaTeIsCTBO TOCYAapCTBa
HEOOXO0 MO

Crucok Bcex COTPYIHUKOB U UX 3apabOTHOM
JIaThl = IUIATEXKHAs BEIOMOCTh, BEIOMOCTh
3apabOTHOI TIaThI

Accounting records — 10KyMeHTbI OyXraJTepcKOro yuera
Business transaction — xo3siiicTBeHHas oniepanusi, TpaH3aKIHsI

An accounting record where all business
transactions are initially entered = journal.

Expenses — 3aTpaTsl, pacxo/ibl

Money that is spent to purchase goods or services
provided by someone else = expenses.

Detailed summary — moapoGHast/neta

IIpakTnyeckas padora Ne 13.

Translate into Russian:

JIoKyMeHT OyXraJlTepcKoro yuera, B KOTOPbIi
MEpBOHAYAJIbHO BBOJATCS BCE XO3SIMICTBEHHbIE
olepanuu = KypHal.

JleHbru, 3aTpaueHHbIe HA TTOKYIIKY TOBAPOB WU
YCIIYT, MPEOCTABISIEMBIX CTOPOHHUM JIUIIOM =
3aTpaThl, pacXobl.

Supply and demand have not traditionally affected the price of higher education. That's because supply largely remain
unchanged, while demand was ever-rising.

The combination of stronger demand and limited supply is pushing up home prices. That could encourage more seller
to put their homes on the market because they can expect a better price.
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Energy consumption had been rapidly increasing as the country's economy expands. More stable and sufficient energ)
supplies will be required in the coming years.

Low interest rates and strong consumer demand are boosting domestic consumption. As a result, economists expect
Malaysia's gross domestic product to expand.

China is consuming natural resources too fast. Its rate of consumption is already disproportionately large relative to its
GDP. This will push resource prices up and thus hinder its growth.

At the current economic growth rate, China’s energy consumption will increase by 40 percent by 2020. That growth i1
consumption alone equals the total consumption of Japan and Canada in 2009.

Communism is the public ownership and public control of the means of production.

The state laws also allow Detroit to levy a higher income tax than other cities. It generated $245 million last year.

He was eventually convicted of income-tax evasion and spent 16 months in prison.

| reject increasing the state income tax or state sales tax for several reasons.

In addition, raising income tax would have a negative effect on economic growth.

A limited liability company is a for-profit legal entity that behaves similarly to a corporation.

In addition, the other tax levied on fuel, VAT, is charged at the standard rate. So as the price of fuel rises, the amount
VAT charged also rises.

We want to make sure our retail customers make money. Over the last two years, we've worked to improve customer
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IIpakTyeckas padora Ne 14.

Tema: “Dronomuxa CIIA”.

economics. We've lowered some wholesale prices and introduced new products at lower prices. Also, there's a volume
incentive plan. Through growth in sales, the retailer can receive additional funds.

................................................................................................................................................................................................................................................

plenty of
mine
fertile

to raise
skyscraper
average
store

| processing

BCJIEJICTBUE, U3-3a
MHOT'O

IaxTa, PyJHUK
TTOAOPOHBIN
BBIpALIMBATh
HEOOCKpED
CpeaHu
MarasuH

nepepadoTka

downtown
to look alike
cluster

to he dotted with ...
to advertise
consumer goods
to deal in ...

to tend

: JIENI0BAs 4acCTh ropoaa
BBITJIS/IETH OINHAKOBO
CKOIUIEHHE, KOHIIEHTPAIHs
OBITH YCESIHHBIM
peKIaMHpOBaTh
HNOTPEOUTENILCKUE TOBAPEI
UMETb JIENO C ... , 3aHUMAThCS

: IMETb TCHJICHIIUIO, CKIIOHHOCTD  :

ECONOMY OF THE U.SA.

The United States of America is a highly developed industrialized country. Shipbuilding,
electronics, automobile industry, aircraft industry, space research are highly developed in the

States.

Each region of the United States has characteristics of its own due to the differences
in climate, landscape and geographical position.

Great Lakes, Atlantic Coast, Pennsylvania, New Jersy are biggest industrial regions of

the country.
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The United States has a lot of mineral deposits or resources such as coal, gold, silver,
copper, lead and zink. The south, especially Texas is rich in oil. The coalfields of
Pennsylvania are rich in coal. There are plenty of coal mines.

Illinois, lowa, Nebraska is the richest farming region of America and it is known as
the Corn Belt. The land is fertile and well watered. They grow mostly corn and wheat there.
Much livestock is also raised here.

There is a lot of fruit raising area. For example, California oranges, grapefruit, lemons, as
well as other fruits, wines and vegetables are shipped all over the States and to other parts of the
world. The most important crops grown in the States are also tobacco, soy-beans, peanuts ,
grapes and many others. There are a lot of large and modern cities, but a great proportion
of the country consists of open land dotted with farmhouses and small towns. The usual average
town, in any part of the United States, has its Main Street with the same types of stores selling
the same products. Many American residential areas tend to have a similar look. As to
big cities their centres or downtowns look very much alike. Downtown is the cluster of
skyscrapers imitations of New York giants.

New York City is die first biggest city of the States. Its population is more than eight
million people. It is a financial and advertising business centre. It is also a biggest seaport
of the Hudson River. Industry of consumer goods is also developed here.

Chicago with a population of more than three and a half million is the second largest
city in the U.S.A. It deals in wheat and other grains, cattle meat processing and manufacturing.
Other big cities are Huston, an oil refining and NASA space research centre, New Orleans, a
cotton industry centre, Los Angeles with Hollywood, Phyladelphia, a shipping commercial
centre, Detroit, a world's leading motor car producer and many others.

Exercises:
Ne 1. Answer the questions using the text:
What industries are highly developed in the U.S.?
What mineral deposits are there?
What plants are grown in the U.S.? Why?
What can you say about the usual average town?
Ne 2. Find the English equivalents in the text:
Oyaromaps pa3IuyusM B KIIUMaTe;
3€MJIH IJIOJOPOJHBI U XOPOIIIO OPOIIaEMBI;
BBIPALIMBAIOT KYKypYy3y U IIICHUILY;

pPa3sBOAAT MHOT'O CKOTA,
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OOJIbIIINME TUTONIAU 3aHATH (PPYKTOBBIMH CaIaMU;
BBIBO3ATCS B IpyTrye MITAThl U CTPAHBbI.
Ne 3. Sum up what the text says about:
the biggest industrial regions of the U.S.A.
New York
Chicago
Huston

New Orleans

IIpakTuyeckas padora Ne 15.

Tema: “Bwicuiee oopazosanue ¢ CIIA”.

Words

nghereducatlon ................................................. BBICIJ_Ie606paSOBaHI/Ie ................................................................................................
A community college MeCTHBIN KOJIEK

To have a special subject area Crienanu3upoBaThCs B ONPEIEIEHHON 001acTH

A humanity ['ymaHUTApHBIN TpeAMET

A social science OO6muiecTBeHHas HayKa

A natural science EcrecTBeHHas Hayka

An undergraduate CrymeHT

| To get an undergraduate degree i IToyunTs CTeNeHb B 0GIACTH ['yMAHHTAPHBIX WITH

: _ | €CTECTBEHHBIX HayK
in the arts or sciences !

] Crenenp 6akaaBpa r'yMaHUTapHBIX/ €CTECTBEHHBIX HaYyK
: Bachelor of Arts/ Science degree

: TIpoIoO/KUTH 0OyYeHHUe [T MOMydeHHs CTETIeHH MarucTpa |



............................................................................................................................................................................................................................................................

: To go on for a graduate or : WK pO(ECCHOHAITBHOI CTETICHH

. professional degree . DduHaHCHPYEMBlii M3 OOLIECTBEHHBIX HCTOUHAKOB
Publicly funded duHaHCHPYEMbIN U3 YaCTHBIX HCTOYHUKOB
 Privately funded . CTyzeHT, 06ydaromuiics o MporpaMMe KyJIbTypHOTO

: oOMeHa

An exchange student

HIGHER EDUCATION IN THE USA

In the United States, a student who has finished school may want to continue in higher
education. There are some ways to do it: universities, colleges, community colleges,
technical schools, etc.

A university in the USA usually has several different colleges in it Each has a
special subject area. There may be a college of arts where humanities, social sciences,
natural sciences and mathematics arc taught. There may be a college of education and a
college of business. A program for undergraduates usually takes four years after which
university students get an undergraduate degree in the arts or sciences. If they complete a
course of study they get Bachelor of Arts or Science degree. Students may then either leave
university or go on for a graduate or professional degree.

The university may get money from several different sources. A publicly funded
university get money from the state government, a privately funded university get money
from private sources.

College students usually spend 4 years at school, too. A college does not have
graduate or professional programs. If a college student completes a course of study in arts or
science, he or she gets Bachelor of Arts or Science degree. If college students want to
continue their education they must go to university. The most famous American universities
are: University of California, State University of New York, Columbia University and
others.

Exercises:
Ne 1. Answer the questions using the text

1 What are the ways to get higher education in the USA?

2. What subjects are taught in the college of arts?

3. What degree do university students get in the USA?

4. Does the US government give financial support to the universities?
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5. Imagine you are an exchange student. What American University or
college would you like to study at? Why?
Ne 2. Translate from Russian info English using the text:

[Tporpamma asst CTyZICHTOB, CTETIEHBb B 00IaCTH I'YMaHUTAPHBIX HAYK,
IPOJIOJDKUTH 00pa3oBaHUEe, CaMble 3HAMEHUTHIE aMEPUKAHCKHUE
YHUBEPCHUTETHI.

Ne 3. Fill in the words used in the text:

A university in the USA has several different colleges in it.
Students may then either university or go on for a graduate or
professional degree.

... different sources.

The university may get money from

IIpakTnyeckas padora Ne 16.

“Jle1oBasi aKTUBHOCTH”.

Tema: “Pabouee epema’.

...........................................................................................................................................................................................................................................................

 to break (broke, JIOMaTh, HAPYIIaTh

; élabour
. broken)

syn. work

law

to break the law

. criminal proceedings

to take criminal

: 3aKOH

! HapyIlIaTh 3aKOH

: YTOJIOBHOE CyIeOHOE

: pa30MpaTeNbLCTBO

: HayaTh CyieOHOe

thanksgiving

. Thanksgiving (Day)

to date back to ...

. century

: OnaromapeHue

: Jlen» brnaromapenus

: BOCXOIUTH (K :
: onpenenéHHON A1oXe) |

i BCK



...........................................................................................................................................................................................................................................................

: proceedings : paccieZIoBaHUe

act aKT, TIOCTaHOBJICHHUE
to abolish OTMEHSTb, YIIPA3IHATH to act JeCTBOBATH
Easter [Macxa supplement JOTIOTHEHHE
| supplementary JOTIOJTHUTEIIHHBIH
to celebrate Mpa3IHOBATh Supplementary Act JIOTIOJTHEHUE K aKTYy,
| | MOCTAHOBIICHUIO,
3aKOHY

- independence | He3aBHCHMOCTS

to be independent of OBITh HE3aBUCUMBIM OT

BUSINESS HOURS

The standard working day in the United Kingdom and the U.S.A. starts at 9:00 a.m. and
lasts till 5:00 p.m. with lunch time from 1:00 p.m. to 2:00 p.m. Many banks are usually open for
customers from 9:30 a.m. to 3:30 p.m. Some businesses and industries traditionally work
different hours.

Most employees have a five-day working week, Monday through Friday. The working
week is between 35 and 40 hours long. Overtime is quite common and is generally paid, often at
a premium to the basic rate of pay. The weekend usually starts on Friday night and lasts till
Monday.

Thus on Saturdays and Sundays most businesses are closed. But as to shops they are open
on Saturdays and some of them are open on Sundays.

In Britain the law does not say what shops can be open on Sundays but it says what goods
can be sold on Sundays. They are newspapers, magazines and fresh food. If the law is broken,
criminal proceedings may be taken. Many officials and the public demand that the Sunday
trading rules should be abolished in the U.K.

Most businesses are closed on public or national holidays.

The main public holidays of the U.K. are as follows:

...................................................................................................................

New Year’s Day : 1 January

Good Friday in April
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...................................................................................................................

. Easter - in April

Easter Monday in April

May Day in May

Christmas Day 25 December

Boxing Day 26 December
ExerC|SeS ............................................

I. Answer the questions using the text.

1. When does the standard working day start and finish in the U.K. and the
U.S.A?
2. What is a weekend?
3. How long is the working week there?
4. What goods can be sold on Sundays in the U.K.?
I1. Fill the words used in the text:
Most businesses are ... on public or national holidays.
The weekend usually starts on Friday night and ... till Monday.
Some businesses and ... tradionally work different hours.
I11. Find the English equivalents in the text.
1. BonpMMHCTBO IPEANPUATUN 3AKPBITHI.
2. ToBapsl MOT'YT ITPO/IABATHCSI.
3. Ecnu HapymaeTcs 3aKoH.
4. PaboTaroT B pa3Hoe Bpemsl.

Tema: “Buowt npeonpuamuit Benuxkoopumanuu®.

Words
: sole : eIMHCTBEHHBIH
 to trade | TOproBath
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. partnership

limited liability company

ébranch

| to own

estate agent

. management

stationery

joint-stock company

shareholder

stock exchange

to offer

...............................................................................................................................................

TOBAPHIIECTBO

KOMIIaHHS ¢ OTPAaHUYEHHOM OTBETCTBEHHOCTHIO
OT/IEJIEHUE

BIIAJIETh

areHT 110 KyILIe-IPOJaKe HEBHKUMOIO HMYLIECTBA
YIPaBJICHHUE, MEHEIKMEHT

KaHIEIAPCKUE ONaHKN

aKLMOHEPHAsh KOMIIAHHs

aKIIUOHED

¢bonnoBast 6upxa

! Ipe/IaraTh

TYPES OF BUSINESSES IN THE U.K.

Most businesses in the United Kingdom operate in one of the following ways:

L]

sole trader
partnership
limited liability company

branch of a foreign company.
The sole trader is the oldest form of business. There are many one-man owners, for

example: a fanner, doctor, solicitor, estate agent, garage man, jobber, builder, hairdresser etc. The
partnership is a firm where there are a few partners. They are firms of solicitors, architects,
auditors, management consultants etc. The names of all the partners of the firm are printed on the
stationery of a partnership.

The most common type of company in the United Kingdom is the limited liability company.
At the end of the name of such a company the word Ltd. is used. For example: Wilson and Son Ltd.

Many of such companies are joint-stock companies owned by shareholders.
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Limited liability companies are divided into public and private ones. Only public companies
may offer shares to the public at the stock exchange. The names of such companies end in p.l.c.
which stands for public limited company. For instance: John and Michael p.l.c.

Private limited companies may not offer shares to the public. The names of such
companies end simply in Ltd.

A branch of a foreign company is a part of a company incorporated outside Great Britain
but acting under the law of the U.K. Usually these companies act in the U.K. under their normal
foreign names.

Exercises:
I. Answer the following questions:
1. What is the most common type of company in the U.K.?
2. Are all limited liability companies joint-stock companie ?
3. What can you say about the types of the following companies ?
Fine Furniture Ltd.
General Foods p.l.c.
Il. Translate into Russian:
Sole trader, farmer, garage man, joint-stock limited liability company,
private limited liability company, a company acting under the British law.
I11. Fill in the words used in the text:
1. The names of ... ... of the firm are printed on the stationery of a partnership.
2. The names of such companies ... simply in Ltd.

3. Many of such companies are joint-stock companies ... by shareholders.

IIpakTnueckas padora Ne 17.

Tema: “Buowvt npeonpusmuii CIIIA”.

Words
: corporation | Kopriopauus - at will | T10 JKEITAHHIO
 alien | HHOCTpaHEI - authorities | BacTH

...............................................................................................................................................................................................................................................................



...............................................................................................................................................................................................................................................................

state authorities (Am.) | pnactu wrara (am.)

: liable | OTBETCTBCHHBIN . state authorities (E) | rocyaapcTBeHHbIe BIacTH

. . : (espon.)
liable for ... : OTBETCTBEHHBIN 3a...

YKa3bIBaTh
i debt : I0JIT : to state f
: CI0COOHOCTB, BO3MOKHOCTb
: to share i ICNIATh, y4aCTBOBaTh { POWeEr
5 : : | TIOJTHOMOYHSE
powers =
profit PUOBLTB, JOXO]T :
: ) | IIPENOYMTATE
to profit : mony4ath npuObsuie  ; to prefer :
- ) HaJIOT000JI0KCHHUE
i Investment i NHBECTULINA, i taxation :

BJIOXKCHHUC KalliuTalla

_ | Tpe6oBaTh
| to require ;

axKIMOoHED . TpeOoBaHUE
: stockholder i requirement :

BBIOUPATh MOKYTIaTh

: to elect : to buy (bought, bought)

poJaBaTh
: to sell (sold, sold) ;

FORMS OF BUSINESSES IN THE U.S.A.
Businesses in the U.S.A. may be organized as one of the following forms:

« individual business
« general partnership
* limited partnership
corporation
alien corporation
An individual business is owned by one person.

A general partnership has got several owners. They all are liable for debts and they

share in the profits.
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A limited partnership has got at least one general owner and one or more other owners.
They have only a limited investment and a limited liability.

A corporation is owned by persons, called stockholders. The stockholders usually
have certificates showing the number of shares which they own. The stockholders elect a
director or directors to operate the corporation. Most corporations are closed
corporations, with only a few stockholders. Other corporations are owned by many
stockholders who buy and sell their shares at will. Usually they have little interest in
management of the corporations.

Alien corporations are corporations of foreign countries.

All the corporations are to receive their charters from the state authorities. The charters
state all the powers of the corporation. Many corporations try to receive their charters from
the authorities of the State of Delaware, though they operate in  other states. They
prefer the State of Delaware because the laws are liberal there and the taxation is rather
low. Such corporations, which receive their charters from an outside state, are called
foreign corporations.

All the corporations require a certificate to do business in the state where they
prefer to operate.

Ne 1. Sum up what the text says about:
individual businesses
general partnerships
limited partnerships
corporations
alien corporations
foreign corporations
charters and certificates
Ne 2. Translate into Russian:
general partnership to be liable for debts,
to share in profits, limited partnership,
to have a limited investment, to have a limited liability corporation,
closed corporation, certificates showing the number of shares they own.
Ne 3. Compare the two previous text on the following types of business in the
U.K. and the U.S.A.:

sole traders — individual businesses
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partnerships — general and limited partnerships

Tema: “Pecucmpayus ropnopayuit u odouiecms”.

Words:
ncorporatlon ..................... KOpHOpaL[I/I}I,peFI/ICTpaI_[I/IH,0(1)OpMJ'IeHI/Ie .......
to regulate peryJaIupoBath
act of parliament aKT MapJiaMeHTa
to register PErucTpupoBaTh
to deliver PEeJCTaBUTh
to certify YIOCTOBEPSITH
charter YUPEIUTEIbHBINA TOKYMEHT
to issue U3/1aBaTh, BBITYCKATh
file o0
hereby HACTOSIIUM, 3TUM
fee coop
deed stamp T1IeYaTh O COBEPIICHUH JeTia
stamp duty repOoBEIii cOOp
Text.
INCORPORATION

All partnership and companies are regulated by the law of the U.K. or by Acts o
Parliament, and are to be registered with the Registrar of companies. In order to be registered
they are to deliver a few documents, namely:

* a certified copy of the company’s charter
= stature
* memorandum and others.

When a company is registered a certificate of incorporation is issued by the Registrar.
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Here is one of the certificates:

Duplicate for the file No 989855

Certificate of Incorporation

1862 to 1994, and that the Company is Limited.

four.

Fees and Deed Stamps 15,200. 00
Stamp Duty on Capital 13,510. 00
Registrar of Joint Stock Companies
Certificate received by Stephen Low
65 London Wall, E.C.,
Date 13 the July, 1994
Exercises:
I. Find the English equivalents in the text:
1. [leATenpHOCTh TOBAPUILECTB U KOMITAHUI.
2. 3aperucTpupoBaHbl 0(UIUAIBHBIM PETUCTPATOPOM.
3. IlpencraBuTh HACKOJIBKO TOKYMEHTOB.
4. BBI,Z[aéTCH CBHUICTCIILCTBO O pCruCTpaluu.
I1. Give the Russian equivalents:
a certified copy
company’s charter
statutes

fees

| hereby certify that the Goldfields, Limited is this day incorporated under Companies Acts,

Given under my hand at London this tenth day of July one thousand nine hundred and ninety
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deed stamps

stamp duty on capital

I11. Fill the sentences from the text:

1. When a company is registered a certificate .

2. In order to be registered they are to dehver .........

3. All partnerships and companies are regulated by the law of the U.K. or by Acts of
Parliament, and are to be registered with ......... .

IIpakTnyeckas padora Ne 18.

“JlesoBble JII0AM”

Tema: “/lupexkmopa u meneoscepot”.

...............................................................................................................................................................................................................

private

public

upper

to list

to head

board of directors
to elect

to appoint

to be in charge of something
to run the company
assistant

deputy

affairs

YaCTHBIN

MyOTHMYHBIHA

BEPXHHI

BHOCHUTH B CIIMCOK
BO3IJIABIISITh

JAPEKTOPOB

BbIOMPATh

Ha3HAYaTh

3aBeJ0BaTh YeM-IU00, OTBEYATh 3a YTO-TH00
YOPaBJIATh KOMIIAHUEH
IIOMOIIIHUK YIIPABIAIOIIETO

: 3aMECTUTEIb
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...............................................................................................................................................................................................................

: restriction : OrpaHHUYCHHE

responsible OTBETCTBCHHBIH
. personnel . mepconan
business card BHU3HUTHAs KapTOUYKa

Text:
DIRECTORS AND MANAGERS
As a rule a private company has only one director.
A public company must have at least two directors.

Usually there is no upper limit on the number of directors a public company may
have. The company's note-paper must list either all or none of the names of its directors.

A limited liability company or a corporation is headed by the board of directors
elected by shareholders. The directors appoint one of their number to the position of
managing director to be in charge of the day-to-day running of the company. In large
organizations managing director is often assisted by a general manager. Some companies
also have assistant general managers. Many directors have, deputies who are named deputy
directors.

Directors need not be shareholders. They are responsible for the management of a
company's affairs. They are not subject to any residence or nationality restrictions.

Big companies have many managers heading departments. They are all responsible
to the managing director. Among varions departmental managers the following can be
mentioned:

+ sales manager

personnel manager

chief manager

« district manager

« sales and marketing manager

« industrial engineering manager
etc.

L]

Exercises:
Ne 1. Find the answers to the following questions in the text:

How many directors can a private company have ?

Who heads a limited liability company ?

How is managing director appointed ? What are his duties ?
What is the deputy manager ?

el N =
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Ne 2. Fill in the words used in the text:

In large organizations managing director is of ten
A ... company must have at least two directors.

They are not subject to any ...

Ne 3. Sum up what the text says about:

directors of private companies

directors of public companies

managers

assistants and deputies

... by a general manager.

or nationality restrictions.

Tewma: “Cexpemapu’”.

.....................................................................................................................................................................................................................................

to require
to suit

to qualify
officer
enquiry
accounts
to handle

| message

PYKOBOJIHTENb

TpeboBaTh

yCTpanBaTh

KBaJIM(QHUIUPOBAThL

CITY’KaIlUiH, TOJKHOCTHOE JTHUIIO
3ampoc

CYETOBOJICTBO, OTYETHOCTD
UMETH JIeTIO

: coobIIeHHe

to entertain
customer
to supply
associate
to appoint
to arrange
to invite
equipment

to reply

pa3BJeKaTh

KJIMEHT, TTOKYTaTelb
ITOCTaBIISATh
MapTHEP, KOMITAHBOH
Ha3HA4aTh
yCTpauBaTh
pUrjiamaTh
obopynoBaHue

: OTBEYATh

.....................................................................................................................................................................................................................................

SECRETARIES

There are two types of secretaries: company secretaries and private secretaries of

executives.
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Every company, both in Great Britain and the United States, is required, under
the law, to have a company secretary.

In the case of private companies the directors are free to appoint any suitable person
for this position. But in the case of public companies the company secretary must be a
properly qualified person, a member of a recognised institute or association. He or she may
be one of the directors of the company. But if the company has only one director, the
director cannot also be the secretary.

The company secretary is the chief administrative officer of the company. He or
she is normally responsible for the company, to comply with company law.

The correspondence of the company secretary is particularly concerned with
shareholders' meetings, board meetings and various forms that must be sent outside. The
company secretary may also deal with enquiries for information concerning other firms,
although the accounts department often handles these matters. Administrative questions come
into the sphere of the company secretary, under instructions of the board of directors.

As to private secretaries of executives they are practically personal assistants of executives.
A secretary answers telephone calls, receives messages and makes telephone calls on the
instruction of her boss.

A secretary also helps in organization of meetings and conferences, entertainments of
visiting customers, suppliers and other associates of the firm. She also deals with all the
correspondence of her boss.

Secretaries write letters on  making appointments or travel arrangements, letters of
introduction, congratulation or condolence, invitations and replies to invitations.

Secretaries use various office equipment, like microcomputers, fax machines,
photocopying machines and others.

Exercises:
Ne 1. Answer the questions using the text:
What types of secretaries do you know ?
What must be a company secretary in the public company ?
What are the duties of the private secretary ?
Ne 2. Complete the following sentences as in the text :
There are two types of secretaries ... .
In the case of private companies ... .
But if the company has only one director ... .

Secretaries write litters ... .
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As to private secretaries of executive ... .
Ne 3. Sum up what the text says about:
company secretaries

private secretaries

IIpakTnyeckas padora Ne 19.

“BuyTpeHHee NPOM3BOJACTBO U leHA”.

Tema: “Ilpouszsoocmeo’.

Words:
domest|CBHyTpeHHH171 .................................................................
production IPOU3BOJICTBO
price HeHa
report OTY€T, COOOIIECHHUE, JOKIa]
executive JIOJDKHOCTHOE JIMIIO, PYKOBOIUTEIH
record JIaHHBIE
figure nuppa
strike 3abacToBKa
to increase YBe/IMUNBATH
target 1Ie1b, 3a/IaHUE
to manage CIIPABIISITHCS, CYMETh
to reach JIOCTHTHYT

to rise (rose, risen) MOJTHUMATHCS, YBEIMUUBATHCS
 reason | npnunHa

major KPYITHEHIITH



.................................................................................................................................................................

: maintenance : 00CITy)KHBaHHUE, IKCILTyaTaIHs]

to take turns JieNaTh YTO-JIM0O0 10 OYepean

Text:
PRODUCTION

Very often newspapers, journals and other publications and speeches give
information on production of goods.

Here is a report of a big English radio company executive at a conference:

Well, ladies and gentlemen, it has been a very difficult year for us. We've had
difficulties in production and our production record this year is not good.
These are the figures:

At the start of the year all our factories had been on strike for two months; the
strike finished on January 29th, so in January we produced only two hundred
radios.

Production started slowly because of continued one - day strikes; in
February we produced twenty eight thousand radios.

Then the production figures increased every of the three months. In May
we reached target figure of one hundred and forty thousand radios and in June
we managed to produce one hundred and forty nine thousand radios. This last
figure is the best production figure we have ever reached.

Then we had the two-week factory holiday at the beginning of September,
which accounts for the figure of eighty thousand radios for that month

In October production rose to one hundred and twenty thousand-
and then, for reasons beyond our control, we had our second major strike of
the year. Some workers continued working, and others, mainly the engineers
and maintenance people, took turns in staying away.

In November we produced only one hundred thousand radios and in
December ninety thousand. So our production figures for last year were, | am
afraid, not very good.

Exercises:
Ne 1. Find the answers in the text:
Who made the report ?
How did he characterize the year in general ?

How did the year start ?
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What was the result in May ?

How did the situation change in September ?

How did the year end ?

Ne 2. Write down the production figures for every month mentioned in the

text, as in the model:

In January they produced 200 radios.

IIpakTuyeckas padora Ne 20.

Words:

Tema: “Banoeoii énympennuii npooykm’.

amount

to calculate
manufacturing
science

leisure

il

agriculture

to define

trade

 to account for

..........................................................................................................................................

: Gross Domestic Product | BaioBOif BHyTpEeHHHI IPOAYKT

cymMMa

MOACYNTHIBATh

00pabareIBaroLIas NPOMBIIILIEHHOCTD
HayKa

JIOCYT

HEPTDH

CEJIbCKOE XO3IHUCTBO

ONIPEAEIIATH

TOPTOBJISL

: COCTaBIISITh
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....................................................................................................................................................................................

: to satisfy : YIOBJICTBOPATH

' needs | motpebHOCTH
to engage 3aHUMAThCS
to earn 3apabaThIBaTh

Text:
GROSS DOMESTIC PRODUCT

Gross Domestic Product or GDP is the amount of money a country makes from
goods and services inside the country for a certain period of time, usually for a year.

When GDP is calculated different sectors of economy are analysed.

In the United Kingdom the following sectors of economy are usually analysed:
manufacturing, services (financial, professional and scientific services, leisure and
tourism), energy (oil, natural gas, coal) and agriculture. In the United States the following
sectors of economy are usually analysed when the GDP is defined: construction and
manufacturing; trade and finance; transport, communication and services; agriculture; and
mining.

Speaking, as an example, about one of the recent year's GDP figures, the following
can be quoted:

In the U.K. the services sector accounted for roughly 60 per cent of Gross Domestic
Product. Manufacturing sector accounted for a small percentage of gross domestic product.
Energy production sector accounted for about 8 per cent of GDP. Agriculture — only for 4
per cent of GDP. But the agri-cultural sector satisfies two-thirds of the country's needs. And
only small fractions of the total population, about 2 per cent, are engaged in agriculture.

In the U.S.A. the construcion and manufacturing sector accounted for 40 per cent of
GDP; trade and finance earned 25 per cent of GDP; transport, communication and services
sector earned 20 per cent of GDP; agriculture and mining earned 5 per cent of GDP. By the
way 10 per cent of the employed population of the United States is engaged in agriculture.

Exercises:

Ne 1. Answer the questions using the text:
What is Gross Domestic product or GDP ?
What sectors of economy are usually analysed ?
When GDP is calculated in the United Kingdom ?

What can you say about GDP in the U.S.A. ?
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Ne 2. Complete as in the text and translate into Russian:

Speaking, as an example, about ... .

Manufacturing sector ... .

Energy production sector ... .

Agriculture ... .

Trade and finance ... .

Transport, communication and services ... .

Ne 3. Compare the agriculture sector of GDP of the U.K. and U.S.A. that year.

IIpakTnyeckas padora Ne 21.

Tema: “Uugpnayua u oeaayun’.

.................................................................................................................................................................................................................................................

deflation
consequence
éeven
available

to

determine
rate
cause
complex

to combat

éne@nﬂunﬂ
éCHeHCTBHe
épaBHOMepHHﬁ
éHaﬂHqHHﬁ
éonpenenﬂTL
éypOBeHB
éHquHHa
éCHOXﬂHﬂﬁ

: OOpoThCS

: damage | yep0, Bpes
: to decrease | yMeHbIIaThCS
to come to a halt MPUXOJUTh K OCTAHOBKE,

OCTaHaBJIMBATbLCA

: state
: | TOCYapCTBO

: to take measures
; ! IPUHUMATh MEPBI

 to reduce
; : YMEHbIIATH (Cs1)

supply

: cHaOKeHHE, TIPEIUTOKCHIE

toarise (arose, arisen) | .o

INFLATION AND DEFLATION
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An inflationary development is characterized by rising prices within a certain period of
time.

The rising prices is a consequence of an uneven development in the quantity of goods
on offer and the quantity of money available, which it self determines the demand and is the
inflation rate.

The causes of inflation are generally complex and can arise either from the goods or
from the monetary side.

The consequences of inflation are extremely damaging for the economy. Inflation
becomes stagflation when economic growth decreases or comes to a halt, but inflation
continues to rise. If the state does not take measures to combat stagflation, this leads to
deflation.

Deflation, the opposite development to inflation, represents a reduction in the supply
of money in comparison with the supply of goods.

Exercises:
Ne 1. Answer the questions using the text:
When does inflation become stagflation ?
What is deflation ?
What are the characteristics of inflation ?
Ne 2. Write down the sentences or parts of sentences which describe:
inflation
stagflation
deflation

“BHemiHAs TOProsJia”.

Tema: “Ocnosnvle mepmunvt eHeutnemopzoeoli doeamenvHocmu”.

Words
Euffi'l:é'i'é'ﬁ ............................................. HHOCTpaHHHﬁBHemHHﬁterm ....................... TepMHH .....................
food IIPO/IOBOJILCTBHE insurance CTpaxoBaHHE
invisible HEBHIUMBIH abroad 3a TpaHMIly
freight ¢dpaxroBanue, ppaxr visible BUIUMBII



.................................................................................................................................................................................................................................................

: expertise : JKCIIEPTH3a, SHAHUSI : total Foiivi

Gross National BaJIOBOM HAI[MOHATBHBIA IPOAYKT amount CyMMa
. Product ; _
i OanaHCHpOBaTh, ypaBHOBELIMBaTh : expenditure | pacxomsl
: to balance : ;
: i JOXOJbI, OCTYIICHUS i surplus i U3JIUIILICK
. earnings : :
f | TPATUTh, PACXOOBATH . toearn | 3apabaTbIBaTh
 to spend
Text

BASIC TERMS IN FOREIGN TRADE

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 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.

Exercises:
Ne 1. Find the definitions of the following terms in the text and write them down:
visible imports
invisible imports
GNP
balance of payment
balance of trade
a surplus
a deficit

Ne 2. Underline the correct word in the brackets:
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=

Goods sold to other countries are (visible, invisible) exports.
Services 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 GNP and its total expenditure is called its balance
of (payments, trade).
5. If a country sells more goods than it buys it will have a (deficit, surplus).
Ne 3. Complete the sentences:

N

If a country buys more goods than it sells it will have a ... .
Gross National Product is the total amount ... .
Gross Domestic product is ... .
Invisible exports and import are ... .
A country’s trade balance is ... .
IIpakTuyeckas padora Ne 22.

Tewma: “Eeponeiickuit 3koHomuueckuii coio3s”.

Words
: to establish : 00pa3oBbIBaTh, co3aBaTh  : regulation | TIOJIO)KCHHE, TOCTAaHOBJICHUE
to be established OBITH 00pa30BaHHBIM, council COBeT
: : CO3IaHHBIM 5 5
_  cart cyn
P : TIPUCOCIHHSITH (Cs1) i
: to join
{ IPUCOCIMHUTBCA K KOMy- !
to join smb./ smth, | 100/ Hemy-mibo justice O —
| OTPOMHBIH : cart of justice cyn
enormous
o - headquarters | LleHTpaNbHBIIf OpraH, mTat-
duty | GecrionmumHa - kBapTHpa
free of duty

w i ! OBITH PacIIONIOKECHHBIM B...
TaMOXKCHHBIC ITOIIJIMHBI tO be |0cated in vl

| customs



...........................................................................................................................................................................................................................................................................

: BHOCHTB JIOJIIO  relative | OTHOCUTEIBHBII
to contribute BHOCHUTH JIOJIIO BO YTO-JIMOO

to contribute to smth.é output BBIIYCK

THE EUROPEAN ECONOMIC COMMUNITY

The European Economic Community, or the Common Market, or the EEC was established
in 1957. The original six member countries of the Community were France, West Germany,
Belgium, Italy, Luxembourg and the Netherlands. Then a few other countries joined the
Community. Britain, together with the Irish Republic and Denmark, joined the E.E.C. on 1st
January, 1973.

Now the Community forms an enormous trading area of almost 250 million people,
and accounts for two fifths of the

world's trade.

The membership allows imports to enter member countries either free of duty or at lower
customs duties.

All member countries contribute to a common budget for certain purposes, based on relative
total output of goods and services, or gross national product.

Under the Community regulations, people of member countries may freely enter another
member state to travel or to work there.

The Community has the following institutions:

» The European Parliament
» The Council of Ministers
» The Court of Justice

The headquarters of the European Economic Community are located in Brussels,
Belgium.

Exercises:
Ne 1. Find the answers in the text:

1. When was the E.E.C. established ?
2. What countries established the E.E.C. ?
3. How many people live in the E.E.C. ?
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4. What privileges do E.E.C. citizens have, coming to those countries ?
5. Where are the E.E.C. headquarters ?
Ne 2. Agree or disagree:

1. Itisagood privileged when imports to any country are free of duty.

2. ltisavery positive factor when people can freely enter any other country.

3. It would be a very good thing if our country joined the E.E.C. or the European Union.
Ne 3. Write the words in the sentences:

The headquarters of the European Economic Community are ... in Brussels,
Belgium.

The ... was established in 1957.

Then a few other countries ... the community.

Britain, together with the Irish Republic and Denmark, joined the E.E.C. on 1 st
January, 1973.

The cartof ... .

Tema: “Anenuiickue 6anknHomsl u monemol’.

Words
money .................................. I[GHI)FI/ItOISSUGBBIHyCKaTB ................................
| | issue BBIITYCK
banknote OaHKHOTA :
to mint YEeKaHHUTh

coin MOHETa |

| denomination JTOCTOMHCTBO
currency BAJIIOTA .
. : circulation oOparieHnue
to authorize YIIOJTHOMOYHBATh to be in circulation ObITh B OOpalieHnn
government MPaBUTEITBCTBO face JIMIEBasi CTOPOHA
. . . on the face Ha JIMIIEBO CTOPOHE
cashier KaccHp |
| Chief Cashier TJIaBHBINA Kaccup figure mdpa



................................................................................................................................................................................................................................................

in figure | nudpamu

to feature ITOKa3bIBaTh, IIOMEILATh

inscription HAJTICH
scientist y4EHBIH '

to promise obermaTh
discovery OTKpBITHE .

bearer MIPEIbSIBUTEITb
law 3aKOH to bear HECTH

gravitation law 3aKOH TSTOTCHUS .
. demand TpeboBaHue

duke repror on demand 110 TPeOOBAHHIO

signature IMOIINACH

ENGLISH BANKNOTES AND COINS

The official currency of the Unites Kingdom is the pound sterling which is equal to
one hundred pence.

English banknotes are issued by the Bank of England. As to coins they are minted also
by this state bank.

There are banknotes of the following denominations: £1, £5, £ 10,
£20, £ 50and £ 100.

The following coins are in circulation: halfpenny, one penny, two pence, five pence, ten
pence, fifty pence.

On the face of English banknotes one can read the denomination given both
in figures and in words.

Then the inscription on the face of the banknote reads: | promise to pay the bearer on
demand the sum of... And then there are two signatures. The first signature is that of the
person authorized by the Government and the Bank of England.

The second signature is that of the Chief Cashier.
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The back of English banknotes, like many other banknotes, feature portraits of different
famous people.

The one pound banknote, for example, features Isaac Newton (1642 -
1727) a well-known English scientist who made a few very important discoveries including
gravitation law.

The back of the five pound note portrays the Duke of Wellington
(1769 - 1852), a famous Irish general who defeated Napoleon at Waterloo, Belgium in 1815.

On the back of the ten pound note one can see Florence
Nightingale (1820 - 1910), founder of the nursing profession. She volunteered as a
nurse to Turkey to take care of he wounded soldiers from Crimean War, war of England and
France versus Russia.

And the back of the twenty pound banknote features William
Shakespeare (1564 - 1616), the greatest playwright of all time.

Exercises:

Ne 1. Find the answer to the following questions in the text:

What is the official currency of the U.K. ?

What is the smallest unit ?

How many pence are there in one pound ?

What banknotes and coins are in circulation in the U.K. now ?

What famous people are featured on the back of various English banknotes ?

orwdPE

Ne 2. Sum up what the text says about:
English banknotes
English coins
Ne 3. Write words in the sentences and translate:
On the face of English banknotes one can read the denomination given both in
. and in words.
On the back of the ten pound note one can sea Florence Nightingale, ... of the
nursing profession.

Ne 4. Imagine you are speaking with an Englishman about money. Compare two
banknotes (coins) of the two countries. Act out this dialogue.
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