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~NPEAUCNOBUE

1.-:HacTosiee nocobue npeacTaBnseT cobol CUCTEMAaTM3UPOBaHHLIA N0
“TeMaTU4EeCKOMY ™ MPUHLMMY TEKCTOBOM ‘MaTepuan Ha aHrnuACKOM s3bike

CYMMapHbIM ‘06Bvemom okono -250 000" nevaTHbIX -3Hakos (okono 50 000

Cnos), .NpeaHasHayeHHLIn Ans Ucnonb3osaHua” B _KadecTBe. ‘CpeacTsa
06yueHus’ YTeHMIO: CNeLNanbHON NHOA3BIMHOM- nuTepaTypbl cTy,quToa 1-ro

KYpPCa 3KOHOMUYECKMX cheumansHocTen EpFrY npogomxatou.mx nayqume

aHrMUACKOrO Asbika NOGNE OKOHYaHUA CPeaHeN WKonb.

" 2. Nocobue paccuntado Ha 90 — 120 yacos yyeBGHoi paGoThl, B 3aBUCUMOCTH
OT YpOBHA N3HavanbHOW WHOA3BLIMHOW: MOAFOTOBKA CTYASHTOB U COCTOUT M3
MATA YPOKOB U-ABYX MpUNoXeruiA:

3. Bce - ypokit nocobus CXOAHbl no CTPYKType W COCTOAT M3 (a) ocnoaﬂoro
" TexkcTa u 3agaHuiti Ha npoaepky NOHWMaHWUA ero cogepxanHusa 3aernneHue
--‘nekcnKo-rpammamquKoro ‘MaTepuana ypoka, (6) AOHO.HHMTeanbIX TexcToB

ONA Ppa3BUTUA HaBLIKOB  O3HAKOMWUTENBHOMO “"HTEHUA U~ (B) TEKCTOB ANs

rnincbMeHHoro nepesoda ‘Ha 6enopycciui unvi'bycckviﬁ’susbux'

4. MNpunoxeHus copepxar aHrno- -pycckuii cnosapb oGbemom 0okoro

900 nekcuyecknx eaumHuy ¢ ykasaHuem: LlaCTOTHOCTVI ynorpeﬁnel-ma Kam,qovl

U3 HUX B OCHOBHbIX. TEKCTaX OCOGUA, a TalKe “LIeCTb ‘CIUCKOB CNos,
. copepxaux Bce Bcrpeqaloumecsl B ocnosHux Tékctax -nocobus, - (a)
:CTpoeable/cnyx(eGHble -CAioBa * @HFNWIACKOrO - sisblKa, ™ (6) * "HenpasunbHbie
rrarofibl; (B) ' NONHO3HAYHLIE “CNOBA U3 ' NEKCUYECKOTT /M2 32 |
- CPpeaHen- Wikonbl, - () Npoctsie ‘Hapeuns, : (1) -npoussdiHbie Hapedus u (e)
: MHTepHaUMoHanbHble Cnosa.

5. Bee’ cuHTepHaloHaNBHBIE» ‘CNOBa pa3fenekbl ¢ MeTaau4ecko Lensio Ha
- YeThIpe rpyNAbi~ B "3aBUCUMOCTY -OT: CTEMEHU TPYAHOETH “MX- y3HABAHWS" n
"TIOHWMaHWA ‘NP YTEHWUM OPUTUHANBHBIX IKOHOMUYECKUNX' Tel(CTOB CTy,qu'rom -
“Bbll'lyCKHMKOM cpeAHem oﬁmeoﬁpaaoBaTeanom LWIKOSB. :

‘B ““nepeylo“: - rpynny: * BOWNW - CrioBa, cemaHmsupyeMble npocrovu

- TpaHcnuTepatiuent ¢ HeoﬁXOAMMbIMVI ‘BpAge’ chy4aes  nonpaskamu:-Ha
- pasnuyHoe 3Byko 6yKBeHHoe n: Mopcbonormqem(oe odopMmneHne” “¢ros-
" KOPPENATOB B PYCCKOM U* @HFMUACKOM ““A3bIKax;  :PaKTUIecky, aTo- —
MEXBA3LIKOBbIE  ABOMHWKA, TIerko ‘yaHaBaembie n MoHUMaemMble Npu:niobeix
YCIOBUSIX UX NPe3eHTaLMU NPaKTUHECKU. BCeMU YHalUUMUCH: ' 3TO MMEHHO: Te
cnos.a,” KOTOpbie Hapsiay C-NPOYHO “YCBOEHHLIMU «NCKOHHO aHrMUACKUNIKY
CroBami - U3 “4UCNa‘ REKCMYECKOro MUHUMYMa 33 -KypPC cpeaHed " LiIKonk!,
: oGpasyror UCXOLHYIO - FEKCUUECKYIO - ocuosy .qnsa BbanI'IHeHMFI yqe6nb|x
AencTeuit. Ha HaYanbHOM 3Tane oby4eHus. - :
~ CnoBa, BK/IIOYEHHbIE BO. BTOPYlO rpynny, cxo.qubl CO cnosamu nepeom
L TpYAMbl - B - (NAHe - BBIPAXKEHWA, - OQHAKO ™ PASHATCS OT. NOCNegHMX Kak
-ynorpeﬁurenbuocrbvo (ma-aa -MPUHARNEXHOCTU K. pasnu4yHbIM - Nnacram
“'NeKCUKN W, JOBONLHO . 4acTo, = Pa3nNUYHLIM. 4YacTaM . peuu),  Tak ~ u
" -CemMaHTU4ecKol .CTpyKTypoli u 0BGbeMOM 3HaJyeHWid, npuyem ' OCHOBHOE

-
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3Ha4eHWe - COOTBETCTBYIOLIEr0 PpYCCKOro- Cnoea, Kak - - NpaBuno, He:-
COBMajaeT C OCHOBHBIM 3HAYEHMEM ero aHFMUIACKOrO «ABOMHMKA» W HacTo
NEXUT. HA. nepmqaepum CemMaHTU4ecKoro nons. nocnegHero. MepeBos Takux
CMOB HA PYCCKUN - A3blk  NOCPEACTBOM.- TPAHCIMTEPaLUM NPUBOAWT, Kak
MUHUMYM, K CTUAUCTU4ECKUM oLiMEkam, Bo nsbexarune koTopbix Heo6xoguma
3aMeHa «TpaHcnuTeparta» COOTBETCTBYIOLMM CUHOHUMOM.

Tpetolo rpynny -CNoB. COCTABAAIOT TaK Ha3biBaeMble - «NOKHBIE Apyabﬂ
nepesoa4vka» — CBOeobpasHbie MEXbA3bIKOBbIE OMOHWMbI, CeMaHTU3aLmA
KOTOPbIX NOCPEACTBOM. - TPAHCNUTEpaLMU W', UX - OTOXAECTBNEHUA . C
COOTBETCTBYIOLIMMU CNOBaMK POAJHOrQ .A3biKa HEeU3OexHO npusoguT K
rpyBbiM CMbICMOBLIM OWMUGKaM B NEPeBOae. - :

YeTeepTylo rpynny cnoe oBpasyioT nekcudeckue  eauHWyb!, ysHaaaHvle
WWnNU TIOHKUMaHNE KOTOPbIX 3aTPYAHEHO 13-32 PEe3KOro PacxoXaeHus Kak e
TNaHe -BBIPAXEHWS, . TaK: 1. B-NNAHE- COAEPXAHUA - KOPPENUPYIOWNX C -HUMK
CNOB B PYCCKOM s3bike. [lanHan rpynna-crnos ebl_qneuae'rcﬂ VCKNIGUUTENBHO C
LEenblo UCNONb30BaHUA - «OOLWMX» . 3NEMEHTOB. B ... MOPGONOrMYecKknx
CTPYKTYpax Takux CNoB B KauecTee onopbn (KOHerTHbIX opMeHmpoa) ans
-obneryermna nx sanommHaHus.

6.-. Bce. 6e3. UCKNOYEHUA TEKCTbl B nocoﬁwu OOCTaBﬂeHbl aBTOpaMVI
npemymet:'rseHHo Ha 'OCHOBE. MaTepuanos,. Haxo,qﬂmuxca B csoﬁo.qHOM
AOCTYNE . Ha aHrNOA3bIYHBIX canTax B MHTepHeTe. - -

- B yemaTtnyeckom OTHOLIEHUU BCE TEKCTHI CBﬂaaHbl Kak Mexqqy coﬁow TAK U
¢.NpoBrieMamu, paccMaTpueaeMbiMU: B. pamkax -kypca  «MUKPOIKOHOMUKa,
:4ATAEeMOro’ No ‘Kadeane IKOHOMUHECKON TeODWY CTVAEHTaM MepBoro Kypca
3KOHOMW46CKMX cneumanbﬂocreu -BplTY. Yro, ¢. oaHol CTOpOHbI
-HECOMHEHHO, cnocobcTayer - Bonee - rnyGoKoMy - OHUMAHNIO . COAEPXAHNA
n3y4yaembiX B A3bIKOBOM OTHOLUEHWW TEKCTOB W.BbINOMHEHUIO Ha UX OCHOBE
PasnnYHOro poAa 3aAaHuii TBOPYECKOro XapakTepa AN PassuUTUR HABLIKOB
YCTHOI peudn, a ¢ ApYyron — paclnpseT U -3aKpennaeT 3HaHus, nony4yaemblé
CTYAGHTaMU.. .PY  U3YHEeHUN AUCLMNAWH = 3KOHOMUYECKOro : Xapakrepa,
CNocoGCTBYA TEM CaMbiM OCYLWECTBNEHUIO HA NPAKTUKE KaK AMAAKTUYECKOro
MPUHUMNE, . MeXIUCUNMNUHAPHBIX-  CBA3EHN, TaKk .M ApUHLMNa
npocbeccnon-laano OPUEHTUPOBAHHOTO: OBY4eHUsl MHOCTPaHHOMY A3bIKY B
HER3bIKOBOM.  By3e, T.e: oSyweHma CTYAEHTOB . 6y,qyu4em cneuuaanocm
CPEeACTBAMU MHOCTPAHHOrO A3blka, :

7.:; Ba:.Bcex: 3. UCKMoYeHNs - 58308!:!)( TeKcTax noco6uﬂ omeanble B
CMbICNOBOM OTHOLUEHWUW YaCTWU: HeCYT NOPSAKOBYIO HyMepaLuulo U CHabxeHb!
NOA3aronoBKamMu. 4N ynpouieHus .obpalleHus K TekcTaM u-obneryeHns ux
NOHUMAHUS NPU BLINONHEHUU A3bIKOBLIX UMNU peqesbnx yqe6Hblx p,eucmvm
‘Ha UX OCHOBE. .
8. YuutbiBas NpUKNagHom . xapak-rep paspaﬁoma Kaxow-nwﬁo cneuwaanou
MeToaukn paboThl- C. TexcTamu - He npegycmartpusaetcs.. [locnepHss.
"ONpeAenseTcs CaMum -NPenoaaBaTeneM, UCXoAs U3 KOHKPETHBIX YCNOBUA 1
3apay ofy4eHws. OfHaKo @BTOPbl PEKOMEHAYIOT NPUAEPKUBATLCA TOW
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© . NocneaoBaTenbHOCTY -MPOXOXAEHUSt  TEKCTOBOrO -Martepuana, B .KOTOpOH
nocnefHuit npeacTaBneH B HacToALeM nocobuu.
9. Bce OCHOBHbIE TEKCThI YPOKOB, Hapsdy C OCHOBHOM mMaccoit yrpaxHeHua,
BK/IOYEHHBIX B AaHHoe nocobue, mpownu anpobauuio Ha npaKTu4eckux
3@HATUSX ' MO AHFNWIACKOMY- S3blKy CO  CTYAEHTamu. MepBbiX = KypCoB
aKOHOMquCKoro dakynbTeTa BplTY B 2005 ~ 2007 ‘y4e6HbIx rogax u 6einm
TIPU3HaHB! NPUrOAHBIMM. K UCMOMb30BaHUIO B y4eBHom npouecce.
10. ABTOpbI BbIPAXAIOT YBEPEHHOCTb, YTO AaHHast paspaGOTKa B ycnosnﬂx
OTCYTCTBUSI LEHTPaNU30BaHHO U3AAHHBIX M . CTPOr0 OPUEHTUPOBAHHbBIX Ha
.0ByueHue CTyAeHTOB ByaAywen cneuynanbHOCTU CPeACTBamMy MHOCTPAHHOTO
A3blka  MOCOGMIA, OKaxXeTCs .NONEesHoW Kak Ans uene oﬁyquuﬂ YTEHMIO
‘3KOHOMUYECKOIA nm’epa'rypbl Ha aHINMIACKOM Si3blke CTYAEHTOB HES3bIKOBOIO
By3a, TaK U NOArOTOBKN By30OM. sucoxoxeanudmumposaHHblx CneunanncTos B
. oGnacw 3KOHOMUKW.

ABTOpbI



UNIT 1 WELCOME TO ECONOMICS!

Text 1.1 ‘ - _ »

' Economics: An Introduction

“All beginnings are hard.”

“ An English proverb

(1) Economics is everywhere. It touches every aspect of people’s life. Its at
‘work all the time, in everything.

When you're doing things or making things, cooking breakfast or washing up,
going places, studying English, playing football, using up your time and energy
and moriey and things to do one thlng or another — all those things involve

“economics. If economics is involved in everything, then how can you' ever get

“away from economics? That's the point. You can't. You just can't.
(2) Economics vs “intuition” and “common sense”. Economics is
involved .in all the things you've been doing all your life. So how have you been
able to get along all these years without knowing any economics? You haven't.
The fact is, you know quite a lot of basic economics already. Everybody does. The
good news is that you already know, right now, 30 or 40 or maybe 50 percent of
the economics you will know when you get to the end of your University course in -
economics. But right now, when solving your everyday problems you don'’t call
it “economics”. You call it “intuition” or “common sense”.
(3) Why study economics? Why should anybody want to learn economics?
Several reasons. First and above all, the study of scientific economics is going to
let you really understand the world you live in and many-many things around
you that will concem you all your fife — things which your common sense alone
couldn't explain. Sometimes your common sense might even mislead you!

And another thing. Leaming economics is a good exercise in mental
development. It leads to new ways of thinking about things which can be a
reward in and of itself. You don't understand what that means yet. But soon
you will. When you get to the end of your course in economics you'll realize just
how true that is. _

Economics, learned well, will provide lifetime support for your own good
common sense and enable you to take more informed choice-decisions you
will have to make throughout your lifetime — for yourself, your family, your

society. We are happy that you decided to leam it. We think you'll be glad you
- did.

A. EXERCISES

Dec:de whether the following statements are true or false:
1. Economics is not just money. -

2. We can't get away from economics.

3. Economics makes the world go round.

4. There are many reasons to study economics.

5. Economics is illustrated by newspaper stories every day.

6



6. You can't live your life without knowing a bit of economics.
7. Economics'is part of almost everything you could ever think about.
8. There’s a lot you just‘can’t understand until you learn some economics. =
9. Econbmios, learned well, lets people take more informed choice-decisions.
10.There are so many.things a person just can't understand without some
scientific knowledge of economics. .
2. Choose the most correctanswer:
1. Economics is ..
a) everywhere b) here, there.and everywhere c) God knows where

+2..Economics-is. ...-all the time.

.- .a)atwork.. - b) atrest.. - ¢) out at. /unch
3. Everybody. ... one.thing or another. e
a) does b) makes . . - c) knows .
4. When you get to.the end of your course in economics you'll know ... about it.
.a) a thing or-two - b) nothing c) everyth/ng -

-3. Fill in the blanks:
1. That’s ....point. ..
2. Economics is at ... work all ..: time.-
:3.. Economics touches:. aspect of peoples Ilfe
4 :Sometimes.our good common sense ... mislead us. i
.. fact is, you know <lot of .. economlcs already. .

- the {3) (2) every, can a

- 4. Complete the sentences

~1.-Economicsiis:e.. . (3) - -

+2.:\When solving your. everyday problems you don't ...
3. The study of scientific economics:lets you ien

" 4. Learning economics.is-... and leads o ..

- 5. Learned well, economrcs can:provide ..

5. Answer the following questions wrthout lookrng back at the text:

1. Is-economics involved-in all the things you've been doing all your life?
2. In what way does studying English involve economics?.
3 Can we solve our everyday. problems without knowing-any
.economics?
4. What helps people solve their everyday problems without knowing any.
- .scientific knowledge of economics? -
5 Are youhappy:that you decided to leam: economrcs'?

6. Render the contents of Text 1.1.in Englrsh
.. 7. Comment on the following statements:

.e: “Economics .is everywhere.”
‘. "You cannot get away: from economics”.



Text1.2

What is Economics?
) : “"“Economics is the only field
in which two people can share a Nobel Prize for saying opposing things!”

-+« A popular joke abolit economists
(1) Etymology. The English word "economics" ‘comes from the' Greek words

“oikos” -(house), and “nemos” (norms);. ‘which roughly- means: “housého/d
management”.

(2) Definition of economics. There's'no one universally accepted answer to
the question “What is economics?” Broadly speaking, economics is a social .
science, andits-area of study is human activity involved in meeting 'needs and
wants. However, beyond this there are many definitions, past- and present
which have been.applied to the term economics.
* (3) The earliest definitions:of economics. Two of the earliest def nmons of

economics-based onthe notion of wealth and offered’by Adam Smith:(1723-

1790), generally regarded as the father of economics; are.“the: science. of
wealth" and “the science relating to the laws of production,.distribution and
exchange (of wealth)". Economists: today. do not use ‘these definitions
because the boundaries -of economics. have . considerably expanded since
Smith. Economists do _more than study.-exchange and productlon though
exchange remains at the:heart of modern economic theory.

(4) Contemporary definitions of economics.:Most contemporary- academlc
definitions-of economics.involve. the notions of. scarcity :and. choice. Though
the exact wording differs from author to author, the standard. definition :of
economicsin terms of scarcity and choice is something like this: “Economics
is"a social science which examines how :people:choose to use I/mlted or
scarce resources in order to satisfy:their unlimited-wants.” o

(5) What does the scarcity definition of-economics’ mean‘? lt means that
people’s resources are scarce, and: whenever an individual, a business, or-a
_ nation: faces a competing alternative; a choice must.be made. From this point
= of view, economics is essentially the' study of ch0|ce and dec15|on maklng ina

world with llmlted or, otherwise, scarce resources. :

The focus -on scarcity’ continues: to dominate neoclassncal “economics,
which, in turn, predominates in most academic economics' depaitments,
though it Has been criticized in recent years from avariety of quarters.-

(6) Other definitions. As was said above; there's: no‘-one universally
accepted answer to the question “What is economics?” Many‘good definitions
“are possible, and each will focus ‘on some importarnit.aspect of the subject.

Some academic dictionaries still. define: economics as..“a.‘social  science
that studies the production, distribution, and consumption of goods and
services and their management” or as:“the science of how people produce
goods and services, how they distribute them among themselves, and how
they use them", while modern economists prefer to define it as "a social
science concerned with the study of how a given society allocates scarce
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.resources to meet the unlimited wants and needs of its members or snmply
as ‘the science/study of scarcity (and choice)”.

These are, of course, not the only definitions of economlcs though the
dominant ones. Beyond this, there are many other definitions” ranging from
“the dismal science” and “what economists do" to “the,mechan/cs of utility and
self-interest” and “the. study of how people eam their daily bread”, depending
on the schoois of economic thought they represent
- (7) So, what exactly is economics? Most simply put,-economics, in modern
terms, is the study of scarcity and choice. Moreprecisely, economics is the
study of how individuals and society choose to use limited:resources in an
effort to satisfy people’s unlimited wants. Because scarcity .and choice ‘are
- central in these definitions, they are discussed in more detall in Unit 2 that
foliows.

A. EXERCISES

1. Decide whether the following statements are true or false:

. Economics is a social science. .. .

. There’s only one universally. accepted _deﬂnition of economics.

.. The notion of choice is not stressed in older-definitions. of economics.

. Economics is the study of the choices people make because of scarcity.

. Some contemporary definitions of economics involve the notion of scarcity.

.Choose the most suitable word/grammar form:

.. There are many definitions which (applied, have applied, have been
_applied) to the term economlcs

. The boundaries of economics have (broadly, cons:derably, unlversally)

- expanded since Adam-Smith.

-3. In recent years, neoclassical economics (cnt:c:zed has cnt:c:zed has

.. been criticized) from a variety of points.

. 4. Economists today do not use the definitions of economics (accepted

_ applied, offered) by A.Smith. .

5. Economics is a social science that examines how people (appiy, accept,

.choose) among the avallable altematlves
. Fill in the blanks:. _

. Economics is the study ... economies. -

.-Economics.is the study of making chmces . choosmg

.-Economics studies ... individuals make -economic-choices. : ,

. Economics is essentially the study ... how somety tries to overcome
scarcity.

. Economics is the study of chouce and deC|S|on maklng . a worId
limited resources:

6. Knowiedge of economics helps people understand how economic events

will affect ... , and how ... can best react to these events.

7. The domlnant definition of economics is something ... this: ”Economlcs is

- the study of how societies use their limited resources ... produce wealth”.

SOV A W R s
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how, in, like, of(3), or, them, they, to.
4. Complete the sentences:
1. The English word “economics” comes from ... .
2. Two of the earliest definitions of economics are ...
3.-Most contemporary academic definitions of economics involve ..
4. One of the earliest definitions of economlcs was offered by ..
5. Economics is ... . (3) N
5. Answer the followmq questlons without Iookmq back at the text:
1. What is economics? ’
2. Is economics a science?
3. 1s there a universally accepted definition of economics?
4. What is the Greek for “household management”?
5. Can you give some good definition(s) of modern economics?
6. Can.you give some older definitions 6f economics?
6. Render the contents of Text 1.2 in English;
- 7. Comment on the following statement:

. “Economlcs is the only field in which two people can share a Nobel Prize
for saying opposmg th:ngs"’ 0

Text1.3 ) ' |
Economics: Areas of Studies
Mlcroeconomlcs Iooks at the trees wh/Ie macroeconomtcs ics looks at the forest "

A popular saying
(1) Micro vs macro. Economlcs is broadly dwnded into“two main- branches:

microeconomics - which - is” the: study of decision-making by individuals' (or
households) and by firms, and macroeconomics — the study of the -behaviour
of the' economy taken as a whole: In other words, microeconomics. is the
study of economics at the level of the mduvudual economic ‘entity: the
individual  firm, - the individual = consumer,  and individual worker.
Macroeconomics is the study of the overall-economy: thé consumer sector,
the business sector, the government sector, and the international sector.-.

(2) Mesoeconomics. Some authors also argue that “mesoeconomics’, whlch
considers the intermediate level of economic ‘organization such as markets
and other institutional arrangements should be consudered a thlrd branch of
economic study.

(3) Micro-macro sub-dlsmplmes Economlcs can also be d:vuded into
numerous sub-disciplines that do not always:fit neatly into the macro-micro
categorization. These sub-dlsmphnes in alphabetical order, are: agricultural
economics, ecologlcal economics,  environmental economics, evolutionary
economics, _intemational economlcs “labour -economics, - managerial
economics, ‘resource economics, socioeconomics, transport- economics,
urban economics, as well as economic archaeology, economic geography,
10




economic history, industrial orgamzat/on public finance, just to name a few of
them.

Other subdivisions are also possmle the more so that in recent years the
subject. matter - that economists have studied.for centuries. has expanded,
making its boundaries less defined. Since economic analysis focuses on
decision-making, it can be applied, with varying degrees of success, to any
field where people are faced with alternatives — education, marriage, health,
etc.

Some economists extend economical analys:s to all personal decisions
regarding not only questions like "How many eggs should |.buy?", but. also
“How many hours should | spend with my kids?”, and "How long should /
spend brushing my teeth?”

On the other hand, finance that has traditionally been consndered a part of
economics, has today effectively established itself as a separate, though
closely related, discipline.

A. EXERCISES" ,

1. Decide whether the following statements are true or ‘false:’
. Two of the main branches of economics are micro- and macroeconomics.
.. Microeconomics examines an economyas a whole.
Macroeconomncs examines the economic behaviour" f mdmdual actors
. Economics can be divided into numerous sub-dnscnpllnes )
. Finance has never been a part of economics.
. Choose the most suitable word:
. Microeconomics is the study of economics at the level of the (lnd:wdual
personal aggregate, overall ) economic entlty a
. Macroeconomics is the study of the behaviour of (md:wduals, busmesses
' the economy, economlcs) taken as a whole.
. The boundaries of economics are (éasy, difficult) to define nowadays."
. Economic analyses can be (described, expanded, considered, applied)
_ to any field where people are faced with (altematlves dec:s:on)
3. Fill in the blanks:
1. Microeconomics is the study of .. . by individuals and by firms.
2. Macroeconomlcs is the study of the ... sector, the business ..., the
government ..., and the ... sector. 7 ' '
Economlc analysns . decision-making.

has today effectlvely estabhshed ltself asa separate dlsc1p||ne

',-anm'xs w'm-x

.N
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sector(2), consumer, decision making, focuses on, ﬂnance, international.
4. Complete the sentences:

1. Economics is broadly divided into ...

2. Microeconomics is ... .

3. Macroeconomics is ... .

4. Forest is to trees as macroeconomics is to ... .
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5. Economics can be divided into numerous sub-disciplines: .

6. Since economic analysis focuses on decision-making, it can also be
applied to ..

5. Answer the follow:ng questions w:thout looking back at the text

1. What are the two main branches into which the study of economics is’
divided?

2: What are the sub-disciplines into which they are subdrvrded'? :

3. What is the difference between mrcroeconomlcs and macroeconomrcs’7

4. What is mesoeconomics?

6. Render the contents of Text 1.3 in English. .
7. Comment on the following statement;

* “There are macroeconomic questions, but only microeconomic answers.” -
Roger Garrison.

B. FURTHER READING
1. Read the text below and answer the guestions:
s What careers are available in economics?

o What qualmes are economics graduates most valued for by employers‘?

o What career would you like to follow after graduatmg from the University?.

Careers in.economics. Economics has been recognized.as a specral area of

study for over a century. Nowadays, economics. and economists are words

that almost everyone has heard of and uses, and the press. regularly reports -

on their doings and sayings.

Virtually all four-year colleges offer. courses in economrcs and most allow

students to major in the .subject. .Economics . graduates are considered
.. generalists who are well-trained in analytical thinking. Many employers find

such graduates valuable because they are good.at problem-solving; they are

adaptable to a rapidly changing business environment; and they are trainable.

Employers know these workers can. qunckly learn on the job the specrﬂc skifls
they need. -

So, what careers are avallable in economics? About 60% of economlsts
work in business firms, while the rest work for. government agencies_and
colleges and universities. Majoring in economics is, therefore, a spnng~board
to a very wide variety of careers, not only in busmesses but also in
government agencies and not-for-profit organizations. It also is an. excellent
preparation for. graduate study toward masters and doctoral degrees in

economics, business, public administration, urban studies, international
studies, and other fields.



“UNIT-2 THE BASIC ECONOMIC TRILOGY:
' . SCARCITY, CHOICE AND COST

Text 2.1
R “The Problem of Scarcttv
“The first lesson of economics is*scarcity:
there is never enough of anything to safisfy ail those who want it."
Thomas Sowell
(1)-Introduction. Economists argue that people:are never satisfied with what
they have, and:practically everyone wants more of something. If we interview
people to find out what they think they need, or want, or desire, the list will be
-very long indeed. It will include all:material desires plus non-material desires,
such as love, affection, companionship, power, prestige, and -leisure. In
contrast to our wants and desires, the resources, such as time and money,
we. have at hand 'to satisfy our desires or achieve our goals are limited:or .
‘scarce.
(2) The problem of unlimited -wants.and scarce- resources.. To see how
this concept of unlimited wants and scarce resources works, think about your
own_situation.. Do -you have. enough time available for everything that you
wish to do? Can you afford every item that you would like to own? Most likely,
not. That isit.”
(3)  The..same. problem.— the problem: of. unlimited wants and -scarce
resources.— also. applies.to society as a whole. Can you think of any society
in which all wants-are- satisfied?- Most societies would prefer. to- have ‘better
health care; higher:quality education, less poverty, full employment, a cleaner
environment;. etc:-Unfortunately, -again, . there -are not eno‘ugh resources
available to-satisfy-all:of these goals. ,
:(4) Problems:of scarcity -and unilimited wants apply to all people and aII
.nations regardless .of political, :social, ‘and religious orientation. Methods of
dealing: with these problems will, of course, differ from individual.to individual,
“from business tobusiness, from society. to society, but the. fundamental
problem ‘= the problem of how to get as:much.as-we can. of. what we want
with what we have — is the same everywhere. The role of economists.is thus
to analyze scarcity and make predictions and practical recommendations
-regarding  the most effective- way of using‘ people’s scarce :resources to
achieve their economic desires and .goals. -
(5) What, exactly, is scarcity? Scarcity exists when people want more of an
.item than is available when the price of the item is. zero.-The word scarcity
comes from the word scarce, which means "the amount available is limited "
or, alternatively, “the available amounts are not completely unlimited’.
Consequently, “scarcity” means “not having sufficient resources to produce
enough to fulfil unlimited. subjective’ wants”. Note that a state .of .negative
scarcity is abundance .or-plenitude. '




(6) What is scarce not? Both of the following qualifications must be met if
something is going to be called “scarce” in terms of economics: (a) people
must want it, and (b) the amount of it must be limited. Why is air not scarce?
Because there is so much of it around. Suppose there's only a little bit of
something around. Will it be scarce? Not necessarily. Something is scarce only if
people want more of it.than they can get for free or, in other words, at a zero
price.

(7) Scarcity is universal. We live in the world of scarcity, which is a world of

- constraints and limitations. Because wants are unlimited, and incomes; goods

time, and other items are not, scarcity exists everywhere and-at any point-in
time. “Scarcity -is - an inescapable fact of life, like "gravity. Neoclassical
‘economists argue that it is scarcity that makes: the-world go round. In a world
without scarcity, there would be no economics!
(8) Scarcity is a relative concept. Scarcity is the condition ‘whereby. the
resources, goods, and services available {0 individuals and society are.limited
relative to the wants and desires for them. And the more something of value is
limited and the more it is wanted, the more scarce it is.

A ‘measure -‘of relative.scarcity.is price. When :thei-price is rising, the

commodity;-is “becoming . relatively :scarcer.. When the price is falling, the
commodity is becoming relatively less scarce. .
(9) Things that are not scarce don’t have economic value. If things are not
scarce at all, 'you can.get them for free. If you can get:things for free, they afe
of no. economic value. If things are of no economic: value, they have no price,
and nobody wants any of these things anyhow.- In other-words; if something is
abundant (available in unlimited quantities), ‘it has no economic value, and its
price is zero. To-the individual, air'is not scarce (and therefore:is of no -economic
value) because no one wants any more of.it than is:already-available:.

Conversely, if people’ want something enough to-pay:for it .or work for it or
trade for it, then it's scarce. As. something that you are.in:need of gets more
scarce, it gets.more costly."And the: scarcer something is; the-higher will be its
.economic value (its' exchange value, or the price you pay). If-only -a :small
-amount of something is available and many:people want:very much to have:it,
then it is very .scarce. lts price will be:very high, and its use will be carefuily
considered.:

Conclusion; Value and scarcity -are :two- sides of the same coin, and the
abolition of scarcity would mean the abolition of value.."

.(10) Scarcity requires choice. Since neither an individual nor a society can.
have everything desiréd, each must. make choices —:which of their-desires
and objectives:to fulfil and which to-leave unfulfilled. if you don’'t have enough
money to buy; say, all the foods you need (and many, many :people don't, by
the way), then you have to make choices. And the more scarcity you see on
the shelves of the market, the more difficult choices:you have to make. .

If there were no scarcity of resources, then we could produce and have all
of the goods we could ever possibly want and never have to make sacrifices.
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However, this is not the case in reality. Scarcity does exist, and so does the
need to make choices about what things to produce we shall use these
resources for.

(11) Basic economic trilogy. In a world of scarcnty, satlsfactlon of one desure
necessarily means-non-satisfaction of one or more other desires; which is the
cost we have to bear for having employed-our resources’ to:fulfil-our desires
or achieve our goals the way we did. So, when:there is.scarcity and choice
there are costs. The interrelated concepts of scarcity, choice and costs form a
basic economic trilogy. Along with unlimited wants, they are the key
elements in understanding economics-and economic problems..

(12) To sum up. Scarcity is..a central idea of neoclassical economics.
Scarcity means that we do not and.cannot have enough income and wealth
to satisfy our every. want or-desire. It is inescapable fact of our life..

Scarcity is a relative concept. It is relative to our wants and.resources: The
signal that indicates the relative scarcity of the resources necessary to
produce the goods and services as well-as individual and collective choices
for goods and services are prices. Prices reflect scarcity. When a resource is
abundant, .its: price (economic value).is .zero. It has no economic' value.
Conversely, when a resource is scarce, its price is high.

Scarcity and choice go hand in hand — under conditions of unlimited wants
vs limited resources — people have to make. choices. In a world of scarcity,
any choice leads to costs. Along with unlimited .wants; scarcity, choice and
costs are the most basic concepts of neoclassical econamics.

The role of the-economist and of economics in-general-is to explain how we
can make the most of this problem of scarcity or, .in - other words, how-to get
as much as we can of what we want with what we have:

This focus on scarcity .continues to 'domlnate neoclassical -economics,
which, in turn, predominates in most :academic economics departments.
However, it should be noted that it has been criticized in recent years from'a
variety of quarters, lncludmg evolutionary economics, ecology economics,

and socioeconomics.

‘ A. EXERCISES
1. Decide whether the following statements are true or false:
A. The concept of scarcity
1. Scarcity is, like gravity, an inescapable fact of our everyday llfe
2. Scarcity is the basic economic problem confronting people and businesses.
3. Scarcity is the shortage that exists when less of something- is available -
. than is-wanted at a zero price:
B. Scarcity and economics
1. In a-world of scarcity there would be no economics.
2. Scarcity is a.central idea of modern neoclassical economics.
3. Economists argue that the fundamental economic problem is scarcnty
4. The science of economics, such asiit is, revolves around the concept of




unlimited wants:
C. Scarcity and choice
1. Scarcity forces us to choose.
2. When things are scarce, we.have to make choices.
3. Scarcity resuits in the-need to choose among available alternatives.

4. The more scarcity you see on the shelves of the market, the less difficuit
choices you have to make.

D..Scarcity, price, and value
A.:Scarcity reflects prices.
2. When aresource is scarce, its price is high.
3.1f something is scarce it won't haveany value. -
4. Youcan have all of what you want at a-zero price.
. Goods that are not scarce will have a lower market value.
. Scarcity and. wants
Human wants are unlimited.
Some peoplercan have anything-they want.
There is always something more an'individual wants:

4
5
E
1.
2.
3
4. As long as'we can get everything we want at a zéro price, scarcity will be
always with us.

F

1:

2.

3

4.

Scarcity:and resources

1. Resources of all kinds are scarce.
:2.'Our-resources far exceed our wants.

The amount of available resources-is:infinite.

There is-only a limited amount:of resources available to produce the

amount of goods and services we desire.

. Choose the most suitable word::

- Abundant products are (cheap, expensive, scarce).
: We cannot (define, obtain, require) all we want ata zero price.
~Scarcity (affects, reflects, requires) the choices a person or sociéty
‘makes:
4. The problem of scarcity is the problem of how to (allocate, obtain,

produce):scarce resources.

5. People want more goods and services than they have or can (aflocate,
produce,:purchase) with their incomes.

. Fill in the blanks:

. When a resource is abundant (e.g. air), its price'is .

- scarcity occurs both among the poor and among the rich.

. leen scarcity, we ... to choose between altérnative uses of resources.-

. Where goods are scarce it is necessary for-individuals and society to make
choices ... how they are allocated and used.

5. Scarcity exists because human wants for goods and services ... the
quantity of goods and semces that can be produced using all ... resources.

RSN SR X
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are forced, are-unlimited, as to, available, exceed, relative, zero.
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4. Complete the sentences:

1. Abundance does not understand that the world is ....:

2. Because economic resources are finite, we cannot ...

3. People never seem to be satisfied with what.they have: they ..

4. Scarcity means that we cannot have-enough income or weaith to ..
5.-As individuals and as a society,-we cannot get all of what we want at any
. one time because ... .

5. Answer the following questions without looking back at the text:

A. 1. What is the first-lesson of economics?

2. Whatis scarcity? Why is scarcity-a central concept in economlcs7

3. What is scarcity relative to? -

4. Is air'water scarce now? Why?

5. When a resource is scarce, its price.is high. Right? Why?

B. 1. Do you have enough time.available for everything that.you wish to do?

2. Can you afford every item that you would like to own?-

3. Can you think of any society-in-which all wants are satisfied?

4. Why cannot we have everything we want? -

5. For many people, making difficult choices every day..is a way of life. And.

what about you?
6. Render the contents of Text 2.1.in English.

'7. Discuss:
¢ some wants that are fun to, have, but are not required for human survival;

+ time and money as limitations and constrains that affect people's choices; -
» the goals you want to-achieve as the source of benefits;
» the constraints of scarcity as the source of costs;
=~ the difference between “this AND that” and “this OR that” in terms of
~ .scarcity concept;
» ‘the role of the economist and of economics in general in a world of scarcity.
8. Prove or refute the idea that —
e time is a scarce resource,
s if there's.no scarcity, there's no profit;
‘s - scarcity-is'the cornerstone of capitalist economy;
¢~ most natural* ‘resources are infinite rather than scarce;
* ' scarcity is'a man- ‘ma_de thing, and can be undone by Man;-
» -the scarcity of most natural résources is only theoretical at present.
9. Comment on the following statements:
o “If you can’t get what you ‘want, ‘you'd better damn well settle for what you
can get "D Parker ‘an American humorist.
o ‘We never know the value of water till the well is dry.” - An English proverb.




B. FURTHER READING .

. Read the text below and answer the guestlons
What is abundance?

o What does the word “spur” mean?
o In what way is scarcity refated to war and crime?
“All excess is vicious.” A good is scarce if people would consume more of it
if it were free. Thus, scarcity (S) can be viewed as the difference between a
person’s: desires (D) and his possessions (P). Mathematically, .this can be
expressed as S = D - P. If P > D, a state of negative scarcity exists which is
abundance. .For most people desire exceeds possession and this provides
the spur to material success. In others an excess of desire over possession
can also lead to conflict, crime and war.
2. Read the text below and answer the questions:.
« What's worth more: a pile of gold or a pile of salt? Why? -
Gold or salt? Throughout history, many people have chosen the sait: Gold is
pretty, but you can’t live without salt; -and when it was more scarce than gold
it became valuable enough to use as a currency itself.: (The word * “salary” is
even'related to the Latin for “salt”.)

Today, of course, salt is close to worthless. Given the choice between a-pile
of salt and a pile of gold, you'd go for.the gold every time, because there’s
less of it around.

Conclusion: Scarcity has-a lot to do with value: In-fact; they go‘hand in
hand.

3. Read the the text below and answer the questions:
» Whalt is the difference between needs and wants?
o What makes people’s wants and needs virtually unlimited?

‘Wants vs needs. Humans have many different types of wants -and needs.
Economics looks only at man’s material wants and needs. These are satisfied
by consuming (using) either goods (physical items such .as food) or services,
{non-physical items such as heating).

Needs or necessities are those goods and services which-are required for
human survival. Needs are determined by nature, climate and region, and.ar¢
often finite. A need is.something you. have to have, something you can't dg

without. Air, water, food-and shelter immediately. come to mind. Everyone ha
a different set of items he or she cannot do without.. For a sick person
medication may also be a necessity. ‘

A want or a desire is something you would like to have. It'is not absolutel
necessary, but it would be a good thlng to have. A good example is musi
Now, some people might argue that music is a need because they thmk the
can't do without it. But you don’t need music to survive. You do need to eat.

Human wants are determined by society and the culture in which. a
individual lives. These wants are indeed unlimited and represent the sour:
of the problem facmg all.economic systems. The wants of individuals can b
shown to be ever increasing by observing that items which are considered a
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fuxuries often become necessities after a while. As to wants themselves, they
are commonly referred to.as “All the things that people would consume if they
had unlimited income™ or “What people would buy if their income were
unlimited.” ‘

Certain kinds of things -can be both needs and wants. For instance, food
could be a need or a want, depending on the type of food. .

There are four reasons why wants and needs are virtually unlimited:

«  Goods eventually wear out and need to be replaced.

‘New or.improved products become available.

‘People get fed up with what they already:own.

-With an increase in salary the expectations-of the consumer rise.

Read the text below. Define each_kind of qoods mentioned in the text.

Commodities are goods and services created by utilization of resources.
Goods are defined as alf things from which individuals derive satisfaction or
happiness. Goods therefore include air to breathe and the beauty of a sunset
as well;as food, cars-and-the like. Services are defined as all tasks that are
performed for someone: else ‘{or; work that is done for others) that does not
involve the production of goods, such as cleanlng, hospltal care, restaurant
meal preparation;-and teaching.

. A good'is said to'be an economic -good (also’ known as-a‘'scarce good) lf the
quantity of the good demanded exceeds the quantity available at a zero-price.
In ‘other words, a good is'an economic good if people<want more of it than
would be available if the good: were available for free s E¢onomic goods are
not directly. obtainable from nature to the extent demanded or desired: 2

A good-'is said.to be .a free ‘good if the- quantity -of the good supplied
exceeds the quantity demanded at-a zero price. In othér words, a good is a
free good ifithere is more than enough available for everyone-even when the
good is free. Free goods are available without the use. of resources. Thé
choice of one use of a free .good-does not require that we give up another
Economists argue that there are relatively few, if any, free goods.

" An item is said to be an economic bad if people are willing to- pay to av0|d
the. item. ‘A bad is anything from which individuals receive dis-utility, or
unhappiness. Examples- of .economic bads. include things -like:. garbage,
pollution, and iliness. No rational individual will voluntarily- consume .a bad.
Economic goods are said to:be fangible if they can be touched (such as a
car) and intangible if they are a quality or a feeling (such as friendship).

Those goods that are directly consumed by individuals to satisfy their needs
and wants are referred to'as final goods. Those goods that are used to
produce other goods are called intermediate or capital goods. :

Goods that are normally used over a period of one or more years; such as
an automobile, .are referred to as durables. Those that are used over a short

period of time are nondurables.

.“.
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- C. TRANSLATE INTO RUSSIAN - : B
Scarcity vs shortage. To say that something is-scarce is not to say that there is
a 'shortage of 'it. Scarcity only means that the available -amounts are not
completely unlimited.

Shortages are caused by government prohibitions against paying hlgher
prices for scarce goods; at the price set by the government, people want
more than is available. Alternatively, when prices are allowed-to move freely,
if the price of a good increases, people may wish the .price was lower, but
they still are able to obtain the amount they want-at the higher. price. When
prices are allowed to change freely, people get what they pay for, there are

no long lines, there is no.black market, and the market clears there is no
“shortage”.

Text-2.2
The Problem of Choice

“People define themselves by the choices they-make.”

-~ s Acpopular.saying
(1) lntroductlon Economlcs I$ sometlmes called: the study.of-choice because

. at the heart of any economic activity are the actions and-choice-decisions: of
. human beings. How are these choices made? How do-the individual -and.the
business and the society decide what to:do with their scarce things?: And what
difference does'it all make? These are the questions of economics. Thus, at the
basis of any:economic theory there must be. some assumptions-about human
behaviour, about how human beings act and how human beings decide how
* to act:and; more precisely, how they choose to:act. -
(2) Who,. exactly, chooses? :Everyone.  Each person, each family, each
-business, each-educational or. religious or political organization, each society,
‘each nation, everyone. The successful ones are the ones who are making the
right choices.
(3) Why do-we choose? Life is a series of choices. We must choose.: We are |
-forced to choose. We.can't but choose! There's no way about it. Too many things
we want to-have are scarce or limited. So we have to choose because we can't
have everything we want at any one time. it is easy to see-that. if either-our
‘wants were limited or. our resources were unlimited, we would not necessarrly
“have to make choices — we could “have it all.” :
(4) What if nothing were scarce? Then everything would be free There would*
‘be enough of everything for all of us to have all we could ever want and some
left-over.. We would have no reason to worry about economics. There would b
no need.to choose or conserve or economize. But that's just not the way i
‘is. We live in the world of scarcity, and almost everything is scarce. So, like it o
not, we must choose and conserve and economize. We have no choice abo
that!
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(5) What-do we choose? Because of scarcity, we have to make choices: We
must choose which of our desires we will satisfy and which we will leave
unsatisfied. Also, we must choose how to best employ or, in terms of
.economics, to best - allocate  available resources . to -achieve maximum
satisfaction of our wants. Most simply put, we must decide what to do with
what we have in order.to get as much as we can of what we want.

(6) How are choices made? Rational self-interest is the term economists use to
describe how people make choices. Rational self-interest is the assumption that
individuals behave in a reasonable (rational). way in making choices to further
their own interests; fulfil their own goals; advance their own values, or achieve
‘their. own both monetary and: nonmonetary (such as love, prestlge helping
others, and all that) objectives.

In other words before taking any economic choice- demsmn ‘a rat|onal
economic man” (“Homo economicus’) weighs,. balances or calculates the
costs (pains) and benefits (gains) of his decisions and his potential actions in
order to choose the one which is the best for himseif, which will give:him the
greatest amount of satisfaction. At least, that is the basis of “neoclassical’
economics, the dominant economic school of today. ,

(7) People of all sorts are rational and self-interested. Strictly speaking,
neoclassical economics does not.assume that each .and every real, concrete
human being is rational -and. self-interested.. But if the-average is a-person
who is rational and self-mterested then the, system will act “as if’ people:in
general .were - rational . and. self-interested. Accordingly, neoclassical
economics studies an economic system. consisting of rational, seif-interested
persons.

(8) Which cho:ces are the right ones? Those which. best serve the wushes of
the chooser. Every person. has a “personal set” of desires and objectives. If
we're smart or lucky (or maybe both) we will choose the way that does the most
to help us to achieve our desires or objectives. That's what most of us are trylng
to do, anyway. -

Are your chouces helpmg you max:m/ze your progress as ‘much as possible

toward fulfilling your desires, or achieving your objectives? If so, you are making
the best choices for you. It isn't always easy to make the best choices. Everyone
makes bad choices sometimes. Even the society. as a whole can .(and.: does)
make unwise choices. It would. be just great if all of us could make the-right
choice all the time! But we all must keep on choosing just the same. .
(9) How.to make the .best. economic decision? Each person’s wants and
objectives and goals are unique. You chase your rainbow and I'll chase mine,
and all that. So whatever people consider to be most important to them, those
are the objectives which will guide their choices.

Any choice . involves deciding in. favour of one opt:on (alternatwe) and
discarding others. Different constraints (such as time, money, preferences,
lack of information) fimit the optlons from which people can choose. To make
the best decision, a person must choose the optlon that is both possnble and
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that contributes most to the ‘achievement of that person’s goals: But which
“option(s) to forego, to give up? And which'to choose? These are'really totigh
questions for a decision-maker, be it an individual, a business, or society. "
-(10) To sum up. Because of scarcity, choices must be made, and choices
are made in a way that is in the decision-maker's self-interest. An alternative,
and equivalent; definition of economics is that economics is the study of how
such choices are made. An analysis of-the ch0|ces we have to make forms
the basis of the social science of economics.

Neoclassical economics assumes that economic behawour of people is
rational, -and ‘motivated primarily by their self-interest.” Before - taking- any
economic choice-decision people tend to balance the costs and benefits of
their potential actions in order to select the alternative(s) that they believe will
give them the greatest amount of satisfaction. So a goal in life for each of'us
is to-look at our wants, determine our opportunities, and try and make-the
best choices by weighing the costs and benefits of our potential decisions-and
~our:potential actions:

A. EXERCISES' '
1.:Decide whether the following: -Statemeénts are true or. false

1 Economics, put-simply, is'the study of scarcity.

2. We all have to choose among competing altematives. -

“3:People make decisions about how to use‘their time every day.
“4: Individuals make their choicé-decisions’based on common sense

5.Economists assume that people make choices that will give th"em.the
greatest amount of satisfaction.

2: Choose'the most suitable word/ghrase

1.'We can't have everything we want at (any one time, one time, times).

2 People have to make choices about how to (allocate, consume, valué).
“‘theirresources:

3. Our choices depend on which of the available altematives we”
(choose, employ, value) as the highest.

4. The actions and choice-decisions of human beings’are (at, in, on) the
heart of any economic activity.

5:To make the best decision; a person must choose the option that (makes
contributes, performs) most to the achievement of that person’s goals.

3. Fill in the blanks:

1:A central idea of economics is that people make decisions by welghlng
and .

2 Most econom|sts assume that economic systems work- .

.. they" consistel
of rational, self-interested persons
3. If you don t have enough ..

. to buy all the things you need then you have
‘make ..

4.The assumptuon at the basis of the neoclass1cal approach i |s that people
~ are ... and (more of less) ..
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5. Because people's wants and the things they want are .... and the income
they have is ... , we must make choices between.opportunities.

unlimited, -as: if, - benefits, choices; limited,” money, rational, self-interested,

costs.

4. Complete the sentences:

1. Because of scarcity, we all have

2. People define themselves by the chonces

3. What if nothing were scarce? Then everything ...

4. Economists argue that-individuals always try to act... :

5. We must decide what:to do with what we have in order to'get-as .

5. Answer the following questions w:thout Iookmq back at the text

1. Why-do people choose?

2. How are choices made?:

3.:What do-people normally.choose?

4. Which choices are the right.-ones? -

5. How can one make the best economic decnsnon’7 ,

6. What or who.is *Homo economicus"? How does he behave?

7..What is rational self-interest?.

8. How are:the principles of 'scarcity, choice,.and self-interest. related? - -

9. Do-yourhave a list of carefully:chosen objectives? And+a program for directing
all'your mioney, time and things toward your objectives?.

10.Is there anything to be said for unlimited human desire as a good thina?

6. Render the contents of Text 2.2 in English.

7. Comment on the following statement:

«  “People are never.satisfied with what they have: they:always want more.”

B. FURTHER READING -

1. Read the text below and answer the guestlons

o What would you do in*Jack's place?.-

e Do you agree:with the moral of the story?

Everything has its price. Economists maintain that when costs and benefits
change, people’s behaviour will .change too. Consider; for-example, Jack, a
poor but'honest man. When he finds $100 cash-in a phone-booth;-he turns'it
in to authorities: Had Jack found-$1000 cash, he might have: acted similarly.
But discovery of $100,000 might have caused Jack to-pause. MORAL::/t may
be very costly to be honest under some C/rcumstancesl :

2. Read the text below.and answer the questions: -

o What flaw in the- human character is often: responsible for bad choices? -
‘s What is-the first principal to follow when making choice-decisions? -
Thinking in terms of unintended effects.-Because of scarcity, consumers,
producers and the government must make choices about how to best allocate
resources to achieve maximum satisfaction of human wants, But life doesn't
always go as we expect or hope. Sometimes the choices we make can
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produty. the -opposite result of what we “had -intended. - This happens -in.
€Contics -as well. Even great leaders are known to take fatal missteps,
Ignoriy the warnings of others. No complicated social theory is needed to
explainthis. The reason is simple — a flaw in the human character, which is
self"~"‘3(:eption. So the first principle to follow when making a choice-decision,
SOMe wperts say, is that you must not fool yourself (into thinking you can
have yyr cake and eat it too!) — and you.are the easiest person to foolt

C. TRANSLATE INTO RUSSIAN:

1. Ecwomics is sometimes called the study of:scarcity and choice because
€CONmic -activity would not exist if scarcity did not-force people to ‘make
choicy | -economics, .choices are explained in- terms of -trade-offs, or
a“ematives that are available whenever-a decision is made. In other words,
scarcly results in the need to choose among competing. alternatives, So:
SOMehgw, in the society, choices have to-be-made as to-how we use the
TesOlces we have to achieve as much as we-can of whatwe want:: =+ 10

- MGyt of economics is based on the simple idea that people make choices
by Comparing the benefits :of option A with the benefits of:option ‘B (and all
other gptions that are available) and choosing -the one :with:the - highest
benel; " Alternatively, one can: view the cost ‘of choosing option-A -as-the
sacrifee jnvolved in rejecting option B, and then: say that one chooses:option
A When the benefits of A outweigh the: costs: of choosing A: (which:are the

benelis one loses when-one rejects: option B). So one must know what the
_benef,ts and- costs ‘are - of -alternative opportunities - before’ making :some
IMPOitant choice-decision. : i S e

--Elonomists usually assume that-human beings:make. the choices that
9ive them the best possible advantage, given the circumstances they face.
Circunstances include the prices of resources, goods and services, limited
INCOMe,  limited technology for : transforming. resources into . goods and
SelVires, and taxes, regulations, and similar objective limitations on the
choiceg they may make. Many important economic ideas rest on this view of
deciion-making:
1Ny assumption is especially characteristic of neoclassical .economists.
SOMy non-neoclassical economists do also accept it, but-some do not. A
broager (but still. neoclassical) neoclassical ‘economics assumes;that people
chooge .iri' the way that best advances their own values,’ altruistic or self-
interysted as those values may be. . : - S
Owever, whether people rationally attempt to optimize their well-being or
2 Vance their own values given available information is a. source of much

deDate, More recently, irrational behaviour and imperfect information have
iNCrYasingly been the subject matter of economics.
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Text 2.3 ,
: The Basic Economlc Problem:
’ a Matter of Scarcity and Choice
“You can’t have'your cake andeat it, t00.”
“You can't be in two different places at the'same time.”
- English 'prdver.bs

Part A

(1) Introduc'aon Do you happen to know that no matter. what prob|em you:are
facing you're facing. an_.economic: problem? When you're trying to- decide
whether to save your m_oney:or.spend it, you're facing an “economic:problem’”.
-Or whether to.pay yourtuition or.go-on-a tour abroad or someplace, that's an
“economic problem” too:

But-what about. deciding, whether to study English or-play.foetball?. or. cook
breakfast or wash up? An "economic problem” too? Sure. An:economic problem
is a problem of having to choose — like whether to have your cake.or-eat it. -

Does your family-have an economic problem?-Like who will wash the dishes or
the car and who will get to use the car and who will get to spend. how much of the
money? Sure. What about your classmates? Their families?:Do: they. have. an
economic problem to0?.Of course they do: .

-What about your-city? The corner, grocery? Your Iocal post. office? The. C|ty
market” Your school? Any other organization? Do they.have an economic
.problem? A problem of deciding what to do. with what they-have? And of who will
get to use how-much of what? Of course they.do.

What about the whole society? Does.it face a problem of choosing? Of deciding
who will do what, who will get to have how much of what, which thmgs to .use up
and which to save and all that? Of course it does! o

- These days people are concerned. about the crime rate, madequate housmg,
drug.--abuse, AIDS, unemployment, rising prices, poverty, the population
problem and about environmental destruction. Are problems. of this sort
economic problems? Yes, they are..No argument on that score.- .

What about the problem of -international tensions? wars'> terrorism?

’separatlsm? drug .and. human belngs trafﬁc'> Are these economic problems? Of
course they are. Al real-world problems — all the problems that face the human
race — are in-the long- run economic. pmblems Sure. True, you'll never find a
real-world issue or problem that is purely economic. But almost every real-world
issue or problem you can think of has some |mportant economlc aspect.
(2) What is the basic economic problem? Al economic problems — no
matter whether they are large or small, individual or national, monetary. or non-
monetary. — result from two undeniable facts. First, the wants of people, as
individuals, busunesses or somety are unhmuted and endless — as some of
these wants are. satlsﬁed -more arise naturally

Second, there is a constramt .on people in thelr attempt to satlsfy these
wants. The constraint is that there are limited amounts of resources. As a
result, choices must be made about how to use these resources.in order to

25



maximize our satisfaction, or progress toward our objective. Since all
economic problems we can thlnk of refer to the same two things — the scarc
of resources and unlimited wants, we can talk about some basic economic
problem which can be defined as the problem of carefully choosing what to
with our scarce things in order to maximize our progress toward our objective.
(3)-Who faces the economic problem? Everyone. Each person, each family
each business, each society, each nation. Everyone. The economic problem i
truly: universal. No“person, in each of his or-her-roles inlife, — as parent
worker, student, vacationer, spouse; 'homeowner‘taxp'ayer concemed citize
or whatever '—:no organization,” no society can escape .it. The economi
problem — the problem of deciding what to'do with the things we have — face
each individual, each family, each business. It faces each society, each nation
More and more it is coming to face the entire world as awhole: -~
'(4) The economic problem relates to all of us in many ways. It relates t
us as individuals who must make choices as to what goals to set and ho
“much of what to-use in order to achieve them; it relates to us as consumer
~'who must decide which goods and services to buy. It relates to us as citizen
“who must votefor political candidatés who decide how much of our income t
tax and how then to spend those tax revenues. Finally, it relates to us as
society in-having to answer some fundamental economic questions such'a
What to -produce? How to produce? - (By what methods7 Usrng wh
-resources?) and For whom to produce7
(5) Why do we face the economic problem‘> The réason that we' face t
- ‘economic problem — individually and as-a nation — is that none“of us:ca
have all what we want given the scarcity of available resources. So we hav
to choose. If we make the best choices we will make the most progres
toward our objectives — toward whatever it'is that we want most to achleve
not, not.
(6) When are we facing the economic problem" All the time! Every mome
of every day of our life we're having to decide what to do with ourselves
with our time and energy — and what to-do with our ‘possessions —
“money and our things. So many many choices we all have: to do this or th
“to make this or that, to use up this or that; to save this or that. There’s Just
end to it} All the time all of us think about the different thrngs we might do, al
then we try to' make the best choices from our own points of view as to how|
solve the‘economic problem we are facmg

PartB

1 (1) What do we need to do to solve the économic problem? Basically, solvi
the ‘economic problem is simple ‘enough. All we need to do'is (to) answer
question: How can we best use what'we ‘have to fulfil our desires? To réach
objectives? To achleve our goals’> That's what lt’ all about. But it'is-a re
tough question to answer, © " ‘ ' R
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(2) The best possible way to solve the economic problem is to maximize.
In economics, doing.the best you can possibly do with the limited things-you
have to work with. when' solving your economic problem is often referred to:as
maximizing. Maximizing is using each thing you have'in the best possible way —
in the way that will help you the most to get to your chosen objective(s). When
you are maximizing, you are making as much progress as you can on the way of
solving your economic problem.

(3) What are people trying to maximize? Every time people use up or spend up
something, they do it for some reason. They have some objectives and they
would like to maximize their progress toward those objectives.

As individuals, people make choices that maximize their self—mterest As
consumers, we make choices that maximize our satisfaction:-from consuming
goods and services or by engaging in some: activity. ‘As producers, firms
make choices that help to achieve a high level of -efficiency -and maximize
their profits. Asa society, we make choices that maximize:the .satisfaction
levels of all individuals, ‘aiming for “the greatest happiness for the -greatest
number”. .

(4) To maximize means to economize and-optimize.:If you want to use your
money, time, and everything else you. have-to work with so-as to maximize
whatever you want to maximize, then you have to manage your resources as
carefully as possible. You have, in.terms of .economics, to economize and
optimize. For example, in order to maximize your-progress-in learning somethmg
you must economize and optimize the use of your study time.

(5) Economizing vs optimizing. The terms economizing and optxmlzmg have
the same meaning,.but the emphasis is different. Economizing emphasizes
the negative- S|de of choosmg Optimizing emphasizes the oosmve side of
choosing.

. Economizing - says *No! | will not use up my money and time and scarce
things for purposes that | don't really care about. | will use them as sparingly as |
can in order to achieve my-objectives.at the least cost. In.other words, l'll try to
minimize costs for a given gain (benefit) as much as [ can.”

Optimizing -says: *Yes! | will try to-use each dollar and each hour. and each

thing | have. in such a way that each will carry me as far and as fast as possible
toward my-objectives. In other words, ['ll try to maximize gains (benefi ts) for a
given cost as much as possible”.-
(6) Economizing and optlmlzmg are very personal thmgs some are
wise, and some are otherwise. All of us want what we want. We all have our
own (usually unconscious or partly unconscuous) objecttves goals, desires, and
wants. - In order. o fulf | them, to get as much as we can of what we want, of
whatever means the most to us we all.try to use (sometimes thoughtfu"y,
sometimes instinctively) the things we have to work with — our money, time,
energy, and things — as effectively as possible. in other words, whife solving our
economic problems we all try to economize and optimize the use of our scarce
resources, to manage them carefully.
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- But.there's no one, universally accepted way-of economizing and optimizing.
Different. people choose to economize and optimize the use of their
resources in different ways. Some people make wise choices: They succeed in
doing the very best they can with what they have and are happy. Some peopie
make unwise choices. They fail to achieve their dreams or-objectives and are
miserable. That's the result of each individual's economic problem solving —
yours, mine, everybody’s.
(7) How hard do you work at economizing and optlmlzing'? The lesson to
be leamed.is that our success in life depends largely on how much effort we
actually put into the:task of economizing.and optimizing our time and money
and things. In-a free society, people who have a clear-cut objective and want to
achieve .it and. get ahead: — .to have more things and to build some future
freedom and security — must manage their resources carefully by economizing
and optnmlzmg But those who don’t-care so much about the future don't have to
go to all:that trouble. After all; if you do not care where-you are going, any way
will take you there.
(8) To sum up. The economic problem is a problem of having to choose what
to do with our scarce resources-in order to maximize our progress toward our
.objective(s). - People try ‘to maximize their progress toward the chosen
objectives (to: achieve the maximum value possible for their. objectives) by
economizing (minimizing costs for a. given gain) and optimizing (maximizing
gains for a given cost) the use of the available things they have to work-with:
The economic problem is .inescapable. It is impossible to avoid it personally
- or as a nation. It faces you, your friends, the nation, the world, and me.
-~ To solve the economic' problem and thus to fulfil our objectives all we need to do
.is (to) answer the question of how we can best use what we have to work with — to
minimize costs for a given gain and maximize gains for a given cost. Those
.who do the.best possible job of answering this questlon get the most they can
.of what they want. Those who don't, don't. .
- (9) Examples. So far this discussion has been rather abstract. Now let's turn
to some practical examples to make the concepts more concrete.
* Right now.you're reading these lines: Bt there are a dozen other things you
" might have been doing right now. Right? Sure. So your choice-decision was to
~study English instead of doing some other thing. It's the way y‘o‘u have solved
your own personal economic problem, your problem of choosing — of deciding
" what to do with"what you have.in order to reach your ob/ectlve or fulfll you;
- desires, or avoid risks, hardshijps or troubles.
“» Consider this situation. It is the night before you take your mid-course exam
in Economics. ‘You have f/guned out that you have 12 hours left before you
have to go to the exam room. There are several ways that-you could useé
these 12 hours that would make you happy. You could watch the Thursday
- night football match on TV, you could call friends on the phone, Yyou could
. sleep or just listen to music, you could go-out to a dancing party, or you coulq
study for the exam in hopes of attaining a better grade. All of these activitied
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would ultimately .provide satisfaction to you. But there is clearly-not enough
time- in the-next 12 hours to do all-of these- activities. In other words, time is
your scarce resourCe. Thus, the economic problem facing you is to choose
the activity or combination of activities that will bnng you the most
satisfaction. Which choice would you make?

‘A. EXERCISES ,
1. Decide whether the followmqstatements are true or false
1. Some people can have all what they want.
2. The basic economic problem is the problem of choice.
3. The economic problem refers to the scarcity of resources.
4. As individuals, people make choices that maximize their profit. -
5. The economic problem relates to all of us in one and the same'way. -
6. The aim of each firm as a decision-making agent is to maximize costs.
7. Any modem economic system must answer one fundamental question:
8. Each individual,-business, and society tries to economize and.optimize.
9. Economists argue that all-real-world. problems are purely. economic problems.
10.Economic actors — individuals, families, households, businesses,: and
societies — do not differ in their:basic.objectives.
2. Choose the most suitable word:
1. Each business seeks maximum (production, progress, profit).
2. Each business tries to (achieve, obtain, produce) a high level of
efficiency.
3. The economic problem is -the problem of deciding what-to: do with:the: things
 we (get, have, use).
4. To maximize .is - to make choices that are expected to achieve:-the -
maximum (cost, price, value) passible for some objective. - -
5.1n economics, economizing and optimizing mean (economizing,
" optimizing, using) your scarce resources in a most efficient way.
3. Fill in the blanks:
1. Economics as a science tries to ... people’s ecenomic behaviour.
2. No matter what problem you are facing you're. facmg
3. All economic questions and problems arise from ..
4. Every society has always ... economic problems. .
5. Each business seeks maximum .

an economic problem, explain, faced, prof, scarcity.

4. Complete the following sentences:

1. Maximizing is ... .

2. The objective of every business firmis to ... .

3. The rule of thumb for solving the economic problem is to ... .

4. There is a constraint on people in their attempt to .. . their ..

5. In order to maximize whatever you want to maximize, you have to... and ...
6. Any economlc system must provide the anSWers to the foIIowmg '
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fundamental economic questions: (a) What will be ... ; (b) How ... ; (c) ...

5. Answer the following questions without looking back at the text

A.1. What is the basic economic problem?

2. Who faces economic problems? -

3. Why do people face economic problems?

4. The economic problem relates to all of us in many ways, doesn't it?

5. Is there any general rule to follow for successfully solving economic
problems?

6. What is maximizing /optimizing leconomlzmg'>

7. What, how and why do people maximize?-:

8. Optimizing is a very personal thing, isn't it? Why?

B.1. Do you have any economic problems? What are they?

2. What is your-family’s/our society’s biggest economic problem at present?

3. How do the individual and the business and the’society decide what to do
with their scarce things?--

4. What kind of person are you? Do you mostly go for maximum immediate

satisfaction? Or do you sacnﬁce a lot of present satisfaction and work for
Jong-run-objectives? -

6. Render the contents of Text 2.3 in Enghsh
7. Suppose:

¢ a business could-expand its output a ||tt|e and add a httle to its proﬂt4
Would it do that? .

a business could hire another worker and make more profits. Would it ﬂ

that? ‘But. what if hiring a worker would reduce ‘the profits? Would
business do that? Why?

a business is faced with a choice between using or domg or making or buyn
or selling one-thing (“choice x") or another (“choice y"). If “choice x” loo

more profitable than “choice y”, which do you think the busnness will usua
choose? Choice xX? Choice y? Why?
. Discuss:

the problem of poverty and térrorism in terms of the economlc problem
. Comment on the following statements: '

“Rich people do not face economic pmblems

“Only poor people have to economize and optimize.”

“Poor people don't have much cho:ce

e ® o jio ° |®

B. FURTHER READING -
1. Read the text below and answer the guestions: "
o What is utility? Is it possible to measure utility? How?
o What is your idea of happiness?
e Can you suggest any formula of happiness? .
Utility: economist-speak for a .good thing, a measure of satisfacti
Underlying most economic theory is the assumption that people do the thur?g

they do because doing so gives them utility or, put most simply, satisfactiof
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Moreover, people want as much utlllty as they can get. In other words, they
are assumed to always try to maximize their utility.

A tricky question now'is how to measure utility. Money does not (entlrely)
capture .it. You can get richer without becommg more satisfied. So' some
economists have tried t0 calculate broader méasures of happiness.

They have found that people with jobs are much happier than unemployed
people. Low inflation also makes people happler Extra income increases
happiness a bit, but not much. In‘many countries incomes have risen sharply
in recent years, but national surveys of subjectlve well- bemg have stayed flat.
Within countries, comparing people across ‘the income distribution; ‘richer
does mean happier, but the effect is not large. Married people are often
happier- than:single people;: couples without children -happier than  couples
with; women happier than men; white:people happier than black people; well-
‘educated people ‘happier than uneducated people; the self-employéd happier
than employees;.and retired :people happier than economically active people.
Happiness generally decreases until you are in your 30s,.and" then. starts
:rising again.

Other economists-are dismissive ‘of such studies.- They argue‘that peaple
are rational maximizers: of their own utility,: so, by definition,:whatever'they do
maximizes their utility.

2. Read the text below and.answer the questions: -

s ‘What:are'the basic -assumptions : the neoclassical -économic: theorv “of

human:behaviour is based.on? Are they all.true to life?:

Perfectly :rational person: iaws of behaviour. :Neoclassical economics
begins by assuming that people want things and that the amounts of these
things: are limited.« That's*easy to believe: Secondly, écenomics goes ‘on. to
assume. that people try to maximize utility — that people really- wnII try to
improve their “satisfaction levels”. That's fairly easy to believe, too.* .

A third. assumptionis that people. are rational. In: the: theoretlcal world ‘of
“total economic rationality” each:person.will compete with others'to get ahead. |
will- offer more to buy something:before: you. get-a: chance at it. 1 :will undercut
you and take your customers. Personai feelings of kindness ‘or thoughtfulness
for-others never have any influence on a person’s behaviour in this dog-eat-dog
world of “let the devil:take the hindmost”!

For centuries economists have talked about the ﬂctlonal economic man”
("homo economicus”) —. a: “perfectly rational person” who always: makes all
choices so as to maximize utility. Such a:totally rational person would: always

.choose the least:cost ways of getting: or- making something-and would- atways
spend money:in the -absolutely: most efficient-way to maximize utility: Such a
person would always budget very carefully — would always optimize: and
economize all the time: -

Neoclassical economic theory-also:assumes that:work is unpleasant and that
people will try to avoid it. It assumes that people dislike risk. They hate it so
much, usually, that they are willing to pay others great sums of money to
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reduce risk — that's the idea behind insurance! -Generally, anything that
reduces uncertainty and risk helps people make better decisions which in turn
makes them happier. Also it assumes that our wants are insatiable — that
we'll always find: somethlng to want more of.

Pure economic theory of human behaviour is based on-all these assumptions.
Are they. all true? No. Not exactly. But is it close enough to:the truth to help us
to get some understanding of how people behave? Yes. At least economists think
so. They think there’'s enough truth in these “laws. of behaviour” to-help us to
understand better why people do some of the things they do..

3. Read the text below and answer the guestlons
« How badly do businesses need profits?

o . Is maximum profit the only objective of all businesses? Can a-business afford

to ignore.the question of whether or not it is going to make a profit? Why?

- Is it true that most. businesses operate very close to the breakeven point?. -

» -Does the profit-maximizing model accurately describe what actually occurs

in firm decision-making? :

Theory of the firm: business decisions. Perhaps the most |mportant of the
“assumptions that make up theory of the firm is the ‘assumption that the:aim of

the firm -as a- decision-making -agent is to maximize (economic): profit-and,

consequently, minimize costs. But is maximum profit really the one and-only

objective- of. all businesses? Actually; no: Business decisions are based.on a

variety: of different. motives.. Businesses :do: other.things which add to their costs :

but which bring them no immediate revenues..So most civic-minded business 4
: behaviour :just::can't “be explamed in terms of the - profit -maximization |

assumption-only:
But:you:may be sure that no: business:can afford: to: ignore the question of
whether or not it is going to make a profit . All businesses have:costs. The: costs
are usually -almost as high as (and- sometimes higher than) the revenues
coming in. This-means that business- profits are .usually small. Losses:are not
unusual. it isn't unusual for business owners, during:bad years, to receive
no return-at all. Most businesses operate very close to the breakeven point. f
- anything: goes ‘wrong, they find themselves' fighting:for survival: Also.don’t

forget that thousands of businesses go broke every: year: All businesses
face this problem.-How can such things happen?- Simply by:letting costs get too
high-or revenues too low.”

- Making a profit is not the only objective of businesses, true::But the need to
make 'a-‘profit ‘certainly can't be -ignored. For the business: no ‘other need"or
objective.is as:universal, as inescapable, as constantly nagging as the need to
‘make profits: and to avoid losses. Why? Because the survival of the business
dependsonit.

The profit maximization assumption really isn't exactly ‘true in the real:worid

but it's true enough to be very useful. It's closer to'the truth than anything-else
“we can think of.
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4. Read the' text below and answer the question: A P
o What are the three fundamental economic problems facmg any economy7
Basic economic decisions. No two economies are orgamzed in'exactly the
same way, but all have to solve three fundamental problems:.

o What should be produced in'the economy? What quantities of food, moblle
phones or banking services should be produced by the economy? How-many
trees need.to-be felied to meet the demand for pulp for ‘newspapers and
magazines? Should-we spend extra money: on national-defence or: should
more resources be-devoted to health care and education?

o - -How -should’ production be -organized? Should a firm- use - labour or
machinery to produce their goods‘7 How many workers should be employed?
Should production take place in London or Newcastle or in the UK or
Malaysia? These are all examples of important productlon decisions.

o  For whom should productiontake’ place? Should everybody be entitled to
an-identical share ‘of production, or should' some’ receive more than others?
We kriow that the distribution of income and wealth i inthe modern world is not
equal. There are large-scale mequalmes in people’ s llvmg standards. Indeed
the gap between rich and poor has widened considerably over the last twenty'
years.

5. Read the text below and answer the question:

e ‘Whal’s your most pressing economic problém?

Scarcity at work. For most students the most pressmg economic problem'is
trying to decide how tfo use thelr most precious resources — their time and
“mental energy How about you7 i you_ think’ about'it you'll see that you
have lots of conﬂlctmg objectives. You want to go out and have fun, get plenty of
rest and work out in @ gym, daydream about your néw love and make progress at
school. Last (and one hopes' not least) you would like to get a certain amount of
educatnon ‘On graduating from the University you'd like to get an interesting-and
well-paid job: Lots of conflicting objectives, right? Sure. Frustrating? You' bet.

But that's scarcity at work. That's economics. That's life.

6. Read the text below and answer the guestlon

o What has one got to do fo manage h/s or her cash flow successfully?
Economlzmg how to’ manage 'your' “cash-flow successfully. The key to
managing one’ s cash flow successfully isina well-thought financial cash-flow
management plan Have you ever met someone who complained that “there
was 100 much month’ ‘loft at the end of the money”? This can happen more
often than one thinks. In fact; it is’ qunte a normal occurrence, even for those in
good financial shape. -

To.avoid this,” one must economize. Economlzmg is merely detenmnlng
how.much one can spend oh each- expense item so that'the expenses do not

Jexceed income -over’ tlme ‘Since’ “income” is’ the llmltlng component, one
economizes by lncumng expenses based’ upon the amount of income- one
expects to receive overtime. " -
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Economizing is planning your expenses to match your inflows from incom
over time. The key to. successful economizing is in -setting' goals:an
prioritizing them. One.can usually predict future income fairly accurately:: It’
the expenses that pose a problem. Some expenses are -unavoidable.-B
judge carefully. True, one must have a place to live; one must buy-clothin
one must have fun from time to time. But how much-you spend.on these an
other.items depends upon your personal choice-decisions; which, in: turn
depend upon your goals and priorities.-You can make a-successful cash-flo
management plan by projecting your. expenses based upon .your short

intermediate-, and long-term income expectations, as well.as-on your goals
and priorities.

C. TRANSLATE INTO RUSSIAN

1. Utility is .simply satisfaction. Different people derive satisfaction fro
different things. Some enjoy adrenallne pumping roller coasters, while othe
would much rather sit at home on the porch and watch the sunset. Howev
you get utility is individual only to you, but the one thing that is not individu
to.you is the fact that you. try to maximize.your utility. Regardless of how yo
get the most satisfaction, you always try to get as much as you can. However
how do we know that you always. get the most out of it? If only you.could.d
something that would make you. happier, assuming you  are rational, yo
would.

:Utility does present one problem how do we measure ,it? Satlsfactlon
impossible to measure due to its’ subjectwlty To solve this " proble
-economists have invented the unit called the “utile”. Bl arbltranly assigns |
number to the amount of utility someone . receives out of a transactlon It
important to realize that the utile does . not represent any real amount
satisfaction. The usefuiness of assigning a number becomes apparent thou

when working with more concepts such as diminishing marginal utility a
utlhty maximization problems

. “Choice-decisions” and- businesses. Businesses usually try to ma
money Unless they are able to make enough money to cover their costs, th
don't survive for very long. When they're deciding which choices to make i
usually the “profit objective” they have in'mind. Each business is constani
facing choices. The business manager must constantly be trylng to use all t
buildings, machines, equipment, raw matenals management and worke
skills and everything else in the best possible ways. The best ways are t|
ways that help most to achieve the objectives of the business. .

The “choice decisions” of businesses centre around such questlons i
Which product(s) should we ‘produce? How much of it (of each) should )
produce? Which kinds of inputs (labour, resources, machinery, etc.). should !
use? How much of each kind? When should we add more lnputs’> Or cut bq

some? Should we build a larger factory? Maybe initiate an employee train
program?
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. Most of these choices (and:many more) are facing most businesses all the
time. How do businesses decide about these things? How do they choose? It is
assumed that all. firms. are following rational decision-making,.-and will
produce at the profit-maximizing output. Given this assumption, they will make
all of the moves which they think will be profitable. They will reject aIl the
others. :

3. “Choice-decisions” and human soc1et|es How does the socnety deade
what to do and what to:make? and what to use up-and what-to save? and who will
get to have how much of what?.Seeing how the society solves its economic
problem is not obvious. Not unless you understand economics. _

The society might aim for any number of objectives defined mostly by the
people who have the power to influence the economic choices.: Each society has
some kind . of .economic ‘system. -it's through the. “economic system” that the
economic choices are made by “the people in charge" and carried .out by.the
working people.

.So; it's important who gets to influence the economic choices made by the
society, wouldn't you say? (it sure is!) In. some societies, control over the
economic resources — that is, the -power to decide what to do with what, and
who will get-how much of what — is diffused -among many people.-In.other
sometles this control is concentrated in the hands of one, or-a few.

Text 2;4

_The Discomfort of Opportunity Cost
i "The fashion of the world is to"avoid cost.”
. ~William Shakespeare
. “There is-no such thing as a free lunch.”
An English proverb
(1) Each ch0|ce means glvmg up something " eise. People (and
orgamzatlons and societies) are-never satisfied with what they have: they
always want more. They want to do more and to have more than they can do
or have. It's too bad, but the resources they use up making, improving, repairing,
protectmg, enjoying, learning, or doing any one thing can’t be used for doung
making, improving, learming or doing any other competing thlng
~ So what happens? It happens that - we. have to choose’ among competlng
altematives. One of the most important results of this choice-making necessnty is
that every choice made means that some other choice had to be sacrificed. In
other words, each time you choose fo. doone thlng or to go one way you give up
the chance to do the other thing or go the other way. If you make a rlght turn
at an intersection, it precludes the possnblllty of havmg made : a left turn — you
can't be at two different places at the same time! _
(2) You've been dealmg with these kinds of chonce s1tuat|ons all your life.
So has every-other person, every organlzahon every society, and every nation,
You can't spend this morning studying. English or Maths and play football with
your friends in the yard at the same time. Your parents can't spend all their
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money on your tuition and-still have money to pay for your fancy- clothes and
anything- else you might want. Any government-can't overcome:poverty and
poliution-and urban slums-and crime and all the other major problems: of the
society and do’ everythlng else they might want to do allat the same tlme
Something must be given up.

So, each time we decide to do or have one thmg we are automatlcally denymg

ourselves “the opportunity to  do -or have some other thing, which. is - the
opportunity - cost of our choice-decision.— mine, ‘yours;’ everybodys “You
can’t have'your cake and eat it,'t00.” Remember?
(3) The opportunity:cost is an opportunity lost, What, exactly, is opportumty
cost? Opportunity cost-can be defined: as the cost of any- good, . service -or
activity measured ‘in terms of-the lost opportunity to-use the: good, - sérvice,-or
time in its best altemative activity. Put another way,.it is the highest valtied (the
next-best -or the second-best) aftemative: that must be sacnflced to attain
somethlng or satisfy a want.

~ The basic'idea behind the opportunity cost is that most things:in I|fe are never.
free"— they come at: the ‘opportunity. ‘cost of something:forgone: In’other
words, in order to have -whatever. you-decide to have you must-give up-the
opportunity to°have the'“something else” you-also wanted. It follows also that
the cost of any-item ‘or activity is not what you pay for'it. It always involves the
benefits you could have received by taking an alternative action, or. -the. risk
that you could achieve greater “benefits” (be they monetary or otherwise) with
another option..

The simplest way to- estimate the opportunity cost of any single ‘ecoriomic
decision is to consider; “What is the next best alternative choice that.could be
made?” or-“What would | have done.if | didn't make the choice that | did?”. - |
(4) Some most important things to bear in mind about opportunity cos
Firstly, the principle behind the economlc concept of opportunlty cost- appliet
to all deCISlons not just economic ones. The word “decide” comes: from th
Latln decidere, ‘meaning “to cut off’; being the pref X de plus the root’ caedere
“to ¢Ut”; By definition, any demswn that is, made cuts off" other decnslons that
could have been ‘made. :

~Secondly, opportunlty cost, as such “is not ‘the "sum' of the avallable
alternatlves but rather the benef t of the best altematwe of them (m t
decnsnon-makers view). ‘

. Th|rd|y, unlike most ‘costs dlscussed in economlcs an opportumty cost
‘-not always a number Whlle it is. customary to associate cost with the ‘mon
price of: goods (also called the expl|c1t or accountmg cost) opportunlty cost
the value of the good or actuvuty givén' up in place of the good or acti
actually chgsen (also. called. the "implicit .or additional,’ subjectlve co
Fourthly, the evaluatlon of chonces ‘and opportumty costs |s subjectlve s

" costi is a sub]ectlve mdlwdual concept
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- And-finally, the full cost-of any choice inclides ‘what is directly pald for the
|tem or activity chosen and the cost of giving up the next best alternative (the
opportunity cost ‘of this choice). In-economics, it is the true, total measure of the
costs of anythmg
(5) To sum up. The-first fundamental pnncnple of economlcs is that most
things in life.comé at‘the ‘opportunity cost of somethlng forgone. Matters of
opportunity cost: fill- gur lives; although we ‘seldom stop to thlnk of the
mechanics of this central principle of economlcs

The lesson to be'leamned is‘that there is no stch thing as a free lunch. We
have fo learn to accept the fact that we' can't'do and have everything we'd like.
We have to understand that every choice‘involves glvnng up another chance or
opportunity to do or. use something else. We have tolearn to forego some of the
things- we. want.-We ‘have ‘to’ accept the fact that different people’ evaluate
opportunity costs differently. In short, we have to live with the discomfort of
opportunity cost.

Now, whenever you heara political demagogue promlsmg to’ do all kmds of
great things for: the ‘people; -you'll ‘wonder where all the' scarce resources
needed to all those great- things will come from. “You'll always be aware that
choices to use our-scarcé resources ‘in one way are also chonces to not use
our resources in some other way. ' =
6). Examples of: opportunity - cost dec1s10ns Opportunlty cost’is ‘a key
ohomic concept-and-one- that you:can' obsérve daily: Examples of itare
lentiful. So, let’s turn to some of them to make the- concept more concrete.

1. Suppose you- decide to go.on a tip:to another-city to support your favourite
ball club-in.a.match againist their bowerful opponeénts this weekend instead of
tudying your English. Then suppose your English-grade slips down from C to
. You might say that the weekend's trip “cost you” your C in English. (You lost
our C because you went on a-trip instead:of studying your Eng//sh ) But maybe
hat’s not all.-Suppose you had been planning to: buy anew: speaker for your
stereo system or computer but you spent the money- on'the tnp: instead. The trip
ost you your speaker, too. Right? Maybe the trip also cost you your ‘true love’,
who found somebody- else to do English’ (and other things) with. Seems that the
' aggregate costs” of the trip to.support.your favounte club-are beg/nn/ng to get
ut of hand! Maybe you're about to decide that yoir made a bad cho:ce o
2. Consider the -purchase of a ticket for a‘rock-¢oncert. The cost of the“ticket
night be as high as $25. in purchasing that ticket, you ‘will-forgo the*opportunity
0 purchase:anything -else with that: $25. 5This: is" the- opportun/ty cost.- By
leciding to use resources in one way the decrsron-maker must g/ve up all
pportunities to-use them.in another way: :
. Suppose-a city urgently needs a new fire stat/on and anew- schoo/ bu1/d/ng
3ut it has only enough -money to:build one or the other:If the City-builds the
ire station the “cost” is the opportunity to have the school building; if the city
wilds the school building,-the “cost’:is the: opportunity to-have the fire
tation. Can you see why economists call this the opportunity cost concept?
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4. Opportunily cost is not the sum of the available alternatives, but rather t
benefit of the best alternative of them.: Remember? The.: oppon‘un/ty cost
the city’s decision to. build the. hospital on its vacant land-is the loss of:-t
land for a sporting center, or the inability to use the land for-a parking lot,
the money that could have been made.from selling the:land, or the.loss of
of the various other pOSSlble uses — but not all of these in aggregate.
5. Suppose you have a. number of altematlves of how. to spend your Fri
night: you can go to the movies, you can stay home and-watch the foot
.game on TV, or go out for a walk with_friends. If.you:choose to.go to
movies, your opportunity. cost of that action. is, what.you. would-have chose.
you had not gone to the movies — either watch/ng the:football game or go
out for a walk with fnends Note once. againthat-an: opportunity cost o
considers the next. best alternat/ve to an- action, not-the entire set (t
{aggregate) of alternatives.
'6. Let’s consider the hungry student’s choices concerning the purchase of
.after school snack from.a vending machine. Assume that the student has
Aand the cost of the drink is $1. The. costof a candy bar is also $1..The stud
can have a.drink or.a candy bar. He can't have both. By choosing the:dri
‘the student has given. up the chance-to have a.candy bar. The opportu
cost of the drink was the candy bar he could not purchase.
7. .The same is true of the- deCJS/ons made concerning production with:sca
_resources. Because resources-. are .scarce, - producers making decisions
produce acértain good sacnflce the -next.best altemative good that could
_produced with. that resource.-The good:given up-is the opportunity-cost.
. ‘.other words, there is. always a.next best alternative good sacrificed,.and thq
Js always an opportun/ty cost-decision made when production choices a
determined..
8. And finally; if you-gave .up the.option of.playing a computer.game:to rei
this ‘text, .the. .cost. of . read/ng this -text is the enjoyment you -would- ha
received playlng the game.

A. EXERCISES
4. Dec:de whether the following statements are trueor false ‘
A. 1. Opportunity.cost is a result of scarcity. -
2. Opportunity. cost can be:thought of as “the road not taken
3, Opportunity cost.is:a subjective; individual concept. o
4 The opportunity cost.of  an:action can be defined as-the next.best:
_ action foregone:

5. The opportunity cost of any good or service as.the value of all the
_other. goods.or services-that we must give up in order to produce it.: .
6. The opportunity cost of any-decision consists-,of- everything we must . giy

. up-in order to carry out that decision. ..

7. Choosing the best alternatlve means you can't choose the next-b1
alternative.:: ‘ .
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8. Opportunity cost is the benefit of all activities that are forgone — not onIy
the best one.

9. Opportumty cost is.a key economic concept, but one that you cannot
observe daily.

B. 1. Most thlngs in life are never free :

2. Not all economlc decisions involve opportunlty costs

3. The cost of any item or activity is what you pay for it.

4. Every choice involves giving up another chance or opportunlty to door
_use somethlng else,

5. The economic concept of opportumty cost applles to all decisions, not
just economic ones.

C. 1. Every choice involves a cost.

2. Every cost involves opportunity. costs.

3. Costs can be monetary or non-monetary.

4. Economists measure the cost of anything by what has to be given up ln
order to have it.

-5, The opportunlty cost of watching v the day before an exam is much

less than on the first day of the semester. .

2. Choose the most suitable word/qrammar form: ‘

1. An opportunity cost is (never, always, not always) a number.

2. Different people (assume, consider, evaluate) opportunlty costs. -
differently. -

3. Most things in life come at the.opportunity. cost .of something
(actually chosen, else, forgone).

4. Opportunity costs are the benefits that are forgone because of (scarc:ty,
choice, something else). A

5. Opportumty costs are sometimes defined as the benet’ ts you (recelve .
could receive, could have received) by taking an aiternative action.

6. The thing we most wanted to do but didn't do is called the opportunity cost
of the option that (was chosen, was given up, was forgone).. :

7. Whenever. we are in a world of scarcity choosing one thing (cons:sts
of, depends on, requires) giving up something else. ‘

3. Fill in the blanks: » .

A. 1. When you choose one thlng you must glve up or ... some other -

2. In addition to.the monetary costs, economlsts conSIder . of activities..

3. The benefits forgone by pamcular use of resources are referred to as .

4. The concept of opportunity cost is based on the ... of scarcuty of resources

5. The opportunity cost of any action is |mply the next best ... to'that’ actlon

6. When you make a choice, you have to give up somethmg else, which is the

.. of the choice. ~ .

7. In aworld of scarcity, ... of one want hecessarily means non-

satisfaction of one or more other ... .

assumption, cost, forgo, opportunity costs (2), wanlts, satisfaction, alternative.
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B. The natural fact of scarcity leads to the necessity of making ...(1). One of
the most important results of this chonce-makmg .(2) is that every choice :
made (or not made for that matter) means that some other choice had to be :
sacrificed. In other words, every choice involves giving up another .. {3)to do
or use something else. Consider a practical ...(4). Every choice you make to
watch TV one more hour requires that you give up the opportunity to do at
least the following ...(5): listen to music; sleep; browse at a local store; read
from a novel; work out at the gym, or study more of some school ...(6). You!
can add many more opportunities forgone if you choose to watch TV one:

more ....(7). Is watching TV: for you ...(8) than the bést alternative way of
spending your free time?

activities, better, choices, example, hour, necessity, opportunity, subject
4. Complete the sentences: .

1. Choices to use our scarce resources in one way are choices not to..

2. People are never satisfied with ... : they always want more.

3. People want to do more and to have more than they can .

4. When making a choice, you have to'.. ‘

5. Whenever one chooses an action, they give up the-opportunity to .

6. When you have a choice between two alternatives, you will choose

5. Answer the following questions without looking back at the text ;

1. What is opportunity cost? o

2. What is the basic idea behind the opportunity cost?

3. What are some of the most 1mportant thmgs one should bear i m mlnd
about opportunity cost? ‘

4. Does each choice we make mean giving up anything else?

5. Is there such athing as a free lunch? Why? -

6. What is'the simplest way to estimate the opportunity cost?

7. What sort of discomfort does opportumty cost mvolve’7

8. Why do all choices have/bear costs?

9."What was the opportunity cost of one of your recent decisions?

10.What are some of the choices (at least five) you make every day and
the opportunity costs associated with each choice?

11.What are the ‘opportunity costs of your being a student at BSTU? Of
your being in this ‘class? Is there an' opportumty cost lnvolved in your
doing this exercise? How would you assess it?

6.-Render the contents of Text 2.4 in English.”

7. Identlﬁ( ]

‘e five choiceés you made today prepanng for school. For each choice list the
opportunity cost. Remember,’ opportunlty costis the next best thing you

would choose to do;

what you gain and what you give up when you demde to spend your

weekend watching TV.Is watchmg TV the best use of one’s free time?
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8. Describe a_situation that: requires a cho:ce make a dec:s:on and ‘

identify the opportunity cost.

9. A classic trade-off in business is the trio of tlme, money and quality. It
s generally considered that only two of the three can be anchored at

any given- moment..-Analyze the trio in terms of trade-off: it lnvolves
in an example from common life.

10. Comment on the following statements: ;
“You can’t be at two different places at the same time.”

“An opportunity cost is the cost of a taken opportunity.”
“The opportunity cost is an opportunity lost.”

“All choices involve costs.”

“Time is money.” "

_ B. FURTHER READING
1. Read the fext below and answer the guestlons
e Can college education ever be truly free? T
o What is the true cost of your going to college7 ] o
o What is the meaning of the word “incurred” used in the text?
What is the true cost of your going to college" Suppose that you were
given a college . educatlon without having to pay any fees whatsoever You
could say you were recelvmg free education. But someorie is paying. for your
education because you are” using scarce resources — building, professors’
time, electricity and so on. In that sense, the cost of your education is
certainly not zero, so it is not.free. Or, in other words, your free education
cannot be considered a “free lunch” for the economy as a whole.

In case you have to pay for your educatlon the costs of your gomg to
college will first of all include the costs of tuition, fees, and textbooks, though
théy won't include room and ‘board because these costs are /ncurred no
matter what you do — go to work or go to school. ‘

But the biggest cost of gomg to college for most individuals is forgone
income. That is to say, by going to college, you are giving up the opportunlty
to earn income during that time penod Therefore, there is an opportunlty cost
to your attending ¢lasses and studying — that is, your forgone income. -

You can approximate that opportunity cost by estimating what your after-tax
income would be if you were working instead of going to school. In the case
of a typical 18-year-old American, the opportunity cost of going to college

ay be $15,00 to 20,000 a year. For a successful rock star, actor, or model,
he cost might be as high as $5 to $10 million"a year! The same can be said
or athletes drafted by professmnal teams before they complete their college
leducation. So, the true cost of your attendlng a college or umversnty is:
True cost = tumon (direct cost) + forgone wage eam/ngs (the cost of the

o oppon‘unlty lost).” -
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2. Read the text below and comment on its main idea. - . . - o
Think neo-classic! A neo-classic economist is one-who dlsagrees wrth L
statement that whatever is worth doing is worth doing well. Time is scar
because it is limited and there are many things one can do with one's. time.
one wants to do all things well, one must devote considerable time to ea
and thus must sacrifice other things one could. do. CONCLUSIO|
Sometimes, it is wise to choose;to do some thlngs poorly so that one h
more time for other things!

3. Read the text below and rdentrfz some examples of trade-oﬂs
you commonly face in your evegxdaz life, .
A trade-off usually refers to giving up one advantage in order to g
another. In other words, it is an exchange that occurs as a compromise.
terms of opportunity cost, a trade-off involves a sacrifice that must be made
obtain something. i

The most basic trade-off in the human expenence is what you do with y
time. Adam Smith considered, for example, the trade-off between time,
convenience, and money. He discussed how a person could live near towm
and pay more for rent of his house, or live further away ‘and pay less, paym
the difference out of his convenience.”

Governmental trade-offs are among the most controversral polrtlcal ar
‘social diffi culties of any time. All of politics can be vrewed as a series of trad

offs based 'upon which core values are most core to the most people |
po]rtrcrans

~ C. TRANSLATE INTO RUSSlAN

1. The natural fact of scaruty leads to the necessrty ‘of making chorc
One of the most important results. of this choice-making necessity is tf
every choice. made (or not made for that matter) means that some" ot
choice had to be sacrificed. In other words, every choice involves glvrng
-another opportunity to do, to have, or use somethrng else, Consrder
practlcal example. One cannot be at the beach and i in class at the same tif
(unless the class is Marine Biology). So the opportunlty cost of being in cla
is being at the beach. One gives up the beach to be in class. That's why it'y
cost. The opportunity cost of being at the beach is being in class.
2. The opportunity cost of going to. college is the money you would h
earned if you worked instead. On the one hand, you lose four years of sai
‘while getting your degree; on the other hand, you hope. to earn more du
your career, thanks to your education, to offset the lost wages.

Here’s another example: if a gafdener decides’ to grow. carrots, his or;
opportunlty cost is the alternative crop that might have been grown inst
(potatoes, tomatoes, pumpkins, etc.).

In both cases, a choicé between two options must be made. It wouid be
easy decision if you knew the end outcome; however, the risk that you
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achieve greater “benefits” (be they monetary or otherwise) with: another
option is the opportunity cost.

3. Scarcity means we all have to make' choices and all choices involve
“costs”. Not only do you have to make a choice every minute of the day,
because of scarcity, but also, when making a choice, you have to give up
something of value. This cost is called opportunity cost: Opportunity cost is
defined as the value of the next-best thing you would have chosen. It is not
the vaiue of all things you could have chosen. Choice gives us “benefits” and
choice gives us “costs”. A goal in. life for each of us is to look at our wants,
determine our opportunities, and try and make the best choices by weighing
the benefits and costs.

4. Specialize where opportumty costs are the lowest. People typically
have skills or talents in only one or few areas, and. because they lack time or
skill to pursue every activity. they choose where to focus.their energy. Firms
and nations too have limited amounts of resources and must choose where to
use their resources. The problems faced by. individuals, by firms, and by
whole nations, and the solutions found by each, are fundamentally the same.
In maklng your-chonce it is-in- your best interest to specialize in the activity
that produces the lowest opportunity cost, or, in other words, where .your
opportunity costs are Iowest Similarly,- ﬁrms large .corporations--and ‘whole
nations . often specnallze in producing particular goods. and services. The
choice of which area to specialize in is. made on:the. basis of relative
opportunity costs or, otherwise, comparatlve advantage;;which is the ability to
produce a good or a service at a lower opportunity cost: than someone else.

5. Costs. The fir rm incurs a variety: of costs when it produces and we split
these in various.ways.. One way is to split them into fixed costs and variable
costs. Eixed costs are costs that do not vary.as the level of production varies.
These inciude such thlngs as rent, business rates and security costs. Variable
costs are costs that do vary as output varies and so will include things like
raw materials, labour. costs energy costs and.so on.

Another very similar way to split costs is into direct costs and indirect costs.
Direct costs are sgmllarv to variable costs, and are costs that can be directly
attributed to the production .of each unit of the good. This will therefore be
things like the cost of the raw materials, the packaging, the labour time that
went into the production (if that can be clearly identified) and.so on.

Indirect costs are more commonly known in practice as overheads, and: are
general costs that are not specifically related to the product. They may be
things like marketing. and dlstnbutlon costs, the cost of secretarial staff, the
cost of the premises (rent and so.on) and general bills like phone bills.
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Text2.5 -

Marginal Utility
) “Enough is-enough.”
English proverb
(1 What does “marginal utlllty" mean? in economics, marginal ' means “at
the margin”, or, “the next one’, “the additional one’, “additional’ or-‘extra”,
while utility is' a measure of the happiness, or satisfaction, or usefulness
gained from a good or service. So, marginal utility means “the -additional
or extra amount of utlhty you get/recelve from havnng a little more of
something you already have.”
In microeconomic theory, "margmal concepts are employed pnmanly to
explicate various forms of “optimizing” behaviour. Individuals, families,
households, businesses, and societies — all are seen as striving to maximize;
their-utility, be it advance, profit, satisfaction, usefulness, ‘or any other gain. :
(2) Does marginal utility “diminish” as you get more and more?:Sure.
Suppose you have all-of something you could possibly ever use. Would you like!
to ‘have more? Of course not! Any-additional amount would: have zero- vallie to
you. The more of something you already have, the less important it is to you to!
get even more of it. What we're talking -about is called the law or pnncnple of
diminishing marginal utility. As more and more of somethmg is available to’ you
the additional utility ‘you-could get from"having even-more gets smaller. an
smaller — the 10th candy bar doesn’t taste as good-as the first one- -and-
brings “less marginal “utility. “If unlimited ‘amounts are available, then" th
marginal utility (the: ‘extrautility from having more) drops all the way to zerd. ™
(3) 1f you ‘expect the marginal utility to be zero you won’t pay anything f
it If you think about it you'll realize that the- price you ‘would be W|II|ng to payf
an additional somethlng reflects the |mportance of that additional somethmg 1
youi. If you think'you're: gonng to gain a lot of additional satisfaction (margln‘
utility) from whatever you're thmkmg of buying, then you'll be willing to pay
high pnce nght’ But if you think you'l gain only a little from it, you'l buy it onl
if the price is low. We're into ‘an important concept in economics. It's thi
- ‘the- economlc value of something to you (that is, the price you would be willi
“to pay for it) is never determined by the “total usefulness” of it. The value'is d
“termined by how useful it would be for you to have more of it than you alrea
have. Diminishing marginal ut|I|ty is a very common assumptlon in economi
but it is not-universally assumed.
(4) Free goods have zero marginal utlllty only scarce ‘things ‘havi
‘marginal utility and economic value. Of all the things that people need,
tops the list. Yet, to the individual, air has ho economic value. Why n
Because it is not scarce. Would you pay to get any more air than you air
have? Of course not. You already have more than you can use! The margi
utility you could get from an additional portion of air would be zero. Theref:
the amount you would be willing to pay is zero.

44



Suppose, -you have plenty: of fresh, pure water, and there comes someone
along and-offers to sell you a drink of water. Will you buy? Obviously not. As'a
rational individual you:would:not pay a penny for.a hundred litres. Does this
mean that water is of no value to you? Again, obviously.not. It only. means that
more water (more than you already. have) is of no or little value to you. Additional
water would bring you -the marg/nal utility - (addltlonal ory extra .satisfaction) .of
zero. .

(5)-All mtelhgent people thlnk margmally To "thlnk marglnally" means to
think in terms of additional cost and benefit your decision whether to do a little
more or a.little less of something involves. As long as “the marginal return”
(utility, profit) you're getting is worth more to you than “the marginal effort’
(costs, pains) you're spending, you're doing:just fine. As long as the additional
“value” or "satisfaction” you're getting from the time and effort you're spending
is greater than the additional: satisfaction you.could-get from spending that time
and effort in any other way, you are optimizing. That's' the best you can do.
You're making:the best marginal choices: Put most simply, what is relevant to
any decision is what is gained or lost depending on how the decision is made.

In everyday life, to “think marginally” means to make each little choice:so'it will
do you the most good. [t means each time you spend each:extra bit of effort or
time or:money or-anything, make ‘it do the:best it:can, for-you: it meafis to
optimize the use.of everything you have to work with.

Intuitively;. all intelligent people think- marginally, more:or-less. Basically, it's
just old good common sense. Remember? So, once in a.while.it's-a good-idea to
stop and remind ourselves .that:we really:do have-a choice about how:to spend
each five minutes during each day, how to spend each dollar: we have, how to
use each thing: wehave — and that success in school: (and:in life) depends: very
much on how wisely we make these litlle choice-decisions at the margin. .

(6) Examples.. So far this discussion has: been:rather abstract. Let's take
some examples of things you're: familiar:with to-make the -concepts more
concrete. ‘ ‘

o Marginal utility. Marginal utility..can- be- illustrated . by .the following
example. If you were really thirsty you'd get a:certain amount of satisfaction
from a glass™ of water. - 'This. satisfaction would probably decrease with
the second glass, and then even:more with the third glass.. The additional
amount of- satisfaction ‘that-comes :with‘each -additional glass of ‘water is
marginal ut/hfy

» The Law or prmcuple -of diminishing marginal utility states that for any
good or-service, the marginal utility of that good or service decreases as the
quantity of the*good-increases, ceteris paribus. For example, one automobile
is very useful-for'getting around..An additional .adatomobile. might be usefut in
case the first is being repaired, or for spare parts, but.it.is not as useful as the
first. A third automobile has even less utility than the first two. Given the price
of cars, one would ot expect:many people to own three cars- because the
benefit they receive on the third car would be unlikely to exceed the price.
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+ All intelligent people think marginally. When you are in line at a f;
food restaurant and a new register opens up, you must decide” whether
leave your place in line and go to the new line or stay where you are."In do
this, you subconsciously weigh the marginal benefits of moving, which incl
potentially saving time, against the marginal costs of moving, which incl
_the energy expended from physically moving: If the benefit is greater than
cost, then the action is undertaken by a rational decision-maker. Because ¢
cost of switching lines is very small, péople will generally switch lines as |
as there is any time to. be saved. We can conclude that people -actui
behave this way by observing that fast food Iines tend to be equal in length.

A EXERCISES

Dec:de whether the following statements are true or false:

1. The :marginal. utility of X:is the additional utility from two or more*
additional units-of X . ‘

2. Marginal value is what one more unit of a good is worth'to you in:term
.-of other goods.

‘3 Much: of economics assumes that individuals seek to maximize -thei
-happiness.-or utility. -

4. The more people have; the less difference an additional unit of utilit
will make for them.

5. The assumption that individuals tend to-maximize their utility is at the co

. .of any.economic theory.

6 The less: of something you have; ‘the more satlsfactlon you gam froi
~an additional unit you consume. o

7. Marginal utility is the additional satlsfactlon a consumer-gains from
consuming one more unit of a. good or service.

8. The .consumer's decision is not.an all-or-nothing one. Instead, it is'a
decision‘to buy or not to buy just one more unit.

9. The higher marginal utility you gain from that product is, the higher
willingness it gives to you to pay.more:for it.

2. Choose the most suitable word::

1. Utility :is° a measure of the happiness or satlsfactlon (rece:ved
obtained, gained) from a good or service.-

2. Of all the things that people need, (air, money, water) tops the list.

3. The price you would be willing to pay for a thing or a service is never

- (available, determined, reflected) by the “total usefulness” of it.-. - .

4, The price you are willing to pay for an additional. something (assume|
determines, reflects) the importance of that additional something to you{

5..Diminishing  marginal utility is' a/an (additional, very common,
accepted) assumption in economics.

3, Fill in the bianks:

. Neoclassncal economists beheve that people make chmces
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2. Utility is the ... people get from consuming (using) a good or a service.

3. A choice at the margin.is a decision whether to do a littie more or a Ilttle
of something.

4. Economics tells us that people choose so as to maximize thelr utility, at
least if they are .

5. if unlimited amounts are available, then the extra utility from having more
drops all the way to .. :

at the margin, less,. rational; satisfaction, zero. -

4. Complete the sentences:

1. Marginal utility is .. «(3)-. -

2. To ‘think marglnally means .

3. The marginal costs and the marglnal benef ts.of the decision are .

5. Answer the following questions without looking back at the text

A.1. What does “marginal” mean in economics?

2. What is marginal- utility?

3. Does marginal utility “diminish” as you get more and more of something? .

5. Do free goods have any marginal utility?

6. Only scarce things have economic value, don't they?

7. What does the economic value of a thing depend-on?

8. What..is the Law. of diminishing marginal .utility? -Have you ever seen
businesses making use of this idea?

B.1. Can you think of any cases where the. Law. of diminishing marginal utility
does not:apply?

2. lfyou expect the marginal utility of something to.be zero, will you . pay
anything for it?- .

3. Do all mtelllgent people tend to think marginally?

4. Will you buy a thing if you know you will gain only a little from it?

5. Is water of any value to. you?

6. What thlngs are of ‘most value to you? What thmgs do you value most?

6. Render the contents of Text 2.5 in Engllsh

7. Discuss: .

e the idea behind the concept of marginal analysis;

¢ the idea of marginal profit.

B. FURTHER READING

1. Read the text and explain the diamond-water garadox in terms of

marginal utility.
The dlamond-water paradox The dlamond-water paradox is the

observation that even though water is essential to human life, the price.of
water is relatively. low. Diamonds are. frivolous and ummportant for human
existence, yet the price of diamonds is stbstantially higher. Adam Smith, the
esteemed and perhaps most famous economist, described the paradox in’ his
seminal work An Inquiry into the Nature and Causes of the Wealth of Nations.
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What: perplexed Smith is- now rationally. explained in the first chapters. of
every college freshman's introductory economics text. Smith had’ falled to
distinguish between “total” utility and “marginal” utility.

The marginalist explanation is as follows: The total utility or satlsfactlon of
water exceeds that of diamonds. We would all rather do without diamonds
than without water. But. almost all of us would prefer-to win-a prize -of a
diamond rather than an additional bucket of water. To make this last- choice,
we ask ourselves not whether diamonds or water give-more satisfaction ij
total, but whether more of one gives greater addutlonal satlsfactlon than mor
of the other.

Anne Robert Jacques Turgot proposed. an lnnovatlve solutlon to the"
diamond-water paradox. He saw that value is subjective'— it is in the-eye o
the beholder. That is, things do not have inherent value, but-have vaiue only
insofar ‘as ‘people desire them: “Comparison-of value, this evaluation of
different objects, changes continually: with-the need of the person”. Where

water is plentiful, people value diamonds highly. A person stranded in a
desert, however; would value water over diamonds.

2..Read the text below and answer the questions:

» What alternatives did the farmer have to-solve his economic problem?" -

» Why did he decide to do what he did?

Five Sacks of Grain. The Austrian economist Eugen von Bohm-Bawerk gav
probably the most memorable description: of the marginal theory-of vaer,’on:
often‘used by economics textbooks. Loosely translated it is:

‘A pioneer-farmer had five sacks of grain, with no way of selling’them o

buying more. He had five possible uses: as basic feed for himself, food t
build strength, food for his chickens for dietary variation, an ‘ingredient fo
making whisky and feed for his parrots to amuse‘hlm Then: the farmer lo
one sack of grain. Instead of reducing every activity by a-fifth; the farm
simply starved the parrots as they were of less utility than the other four use
in other words they were on'the margin.’ ' MORALS: It is on the-margin, an
not with a view to the big picture;-that wé make economic decisions.
3. Read the text below and explain the meaning of the word “dlsut:htz" |
Dlsutmty Suppose, you go to a buffet and the first plate of-food you'eat i
very good. On a scale of ten you would give it a ten. Now your hunger ha!
been somewhat tamed, but you get another full plate of food. Since you're na
as hungry, your enjoyment rates at a seven at best. Most people would sto]
before -their utility: drops even.more, but'say you go  back to-eat: a thirdfu
plate of food and your utility drops even more to a three. If you kept eating
you would eventually reacha point at which your eating makes you sicl
‘providing dissatisfaction, or “disutility”.

4. Read the text below. Define "margmal analysis”- and exglam what it
goodfor. -
“Marginal analysis. When economists study individuals’ economic decision

they study decisions at the margin, the additional cost-or benefit that a persc
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has. Economists refer to these as:'the. marg/nal costs and the marg/nal
benefits of the decision, -

The general idea behlnd the concept of margmal analysus is that whenever
we make decisions we are weighing the marginal, or extra, cost of doing
something against the marginal benefit to you of that action. If the benefit is
greater than the cost, then the action js undertaken by a rational decision-
maker. The economist-would say it this way: “When faced with a choice, the
business will make every move which is expected to bring a marginal profit, and
will reject every choice which is expected to bring a marginal loss”.

In business, marginal profits add to total profits (or subtract from losses),
while marginal losses subtract from total. profits (or add to losses). The more
marginal profits the business can get, the larger its total prof it will be." All we
have todois: ﬁgureout whether a certam move will- bnng a margmal profit’ or a

“marginal | Ioss ‘Then we can tell right away whether the business will make
that move.

* The reason for studying decisions at the:margin is that it is the tradeoff
between marglnal bernefits and ' margifial - ‘costs that shape economic
decisions.- We "do. not ‘génerally choose ‘between, say, studying and’ nét
studying in total, but we do“ask how much will-an additicnal hour of Studying
raise my grade? Similar questions: “/f the store opens an hour earlier, by how
much will revenues increase? If | hire this person, how many more - goods
will we be able to produce?”

C. TRANSLATE 'INTO RUSSIAN :
History. The theory of marginal utility was independently developed around
by William-‘Stanley Jevons -in England, Carl-Menger in Austria and Leon
"Walras in- Switzerland. Their-ideas - transformed economic analysis. These
ladvances in economic thought are-known as-the Neoclassical Revolution (or
Marginal Revolution).

They observed that value, like beauty, is- subjectively determined. Value-is

imputed to scarce resources by the acting individual. Other things remaining
equal, including tastes, the individual imputes less value to each additional
unit of atly good that he receives as income. This'is the principle of marginal
utility.
This can be put another way. We can- say. that each additional unit of any
resource that a person receives as income satlsﬂes a value that is lower on
that individual's subjective scale of value. He satisfied the next-higher value
with the previous unit of income. "

During discussions of which of those three had beéen the first’ to formulate
the theory, a colleague of Jevons discovered a‘'copy of Prussian etonomist H.
H. Gossen's Die Entwicklung (1854). Gossen was recognised as' the original
author, and his work was reformulated'in a less mathematlcal way, to make it
more intelligiblé to the public.
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Economists believe that sensible choice requires ‘comparing margi
utilities and marginal costs. They also think that most-people apply t
marginalism concept regularly, even  if- subconsciously, -in their priv
decisions.

UNIT 3 THE MARKET, PRIVATE PROPERTY,
' AND COMPETITION

Text3.1

“The market isa place set apart where men may deceive each oth

Diogenes Laert
Part A

m 1) Definition: what exactly is the market? There is no universally accep
definition of the term market in economics.-The.term originally referred t
special place (fypically, the main square of the largest village in the vicini
where products were bought and sold once a week. Modern dayflea mark
farmers’ markets, gun shows and crafts faurs are fairly close to.-the orngu
concept:

Markets work by placing many mterested sellers in one p\ace thus ma
them easier to find for prospective buyers. Nowadays, a market does
have to be a physical place iike a shop. In-modern times, a market is
arena, however abstract or far-reaching, in which buyers and sellers m
transactions. It is @ means by which the exchange of goods and servi
-takes place as a result of buyers and sellers being in contact -with
another, either directly or through mediating agents or institutions.
businesses have global markets because of the developments in technol
Both general and specialised markets, where only one commodity: is tra
exist.

Markets also include the arrangements by which buyers and sel
communicate their intentions, such as business letters, phone calls, rad
television-, newspaper-, and Internet ads. These market mechanisms pro

- information about the quantity, quality, and price of products offered. for s
to facilitate the exchange of goods:-and services between buyers and sel'
- and, thus, to efficiently allocate scarce resources. - .

An understanding of markets is at the heart. of any study of economlcs
business studies. :

(2) Market participants: buyers, sellers, and mtermedlarles
market  consists of two main- groups of people: ali those -who. h
commodities -for -sale, and' all-those.-who..are -interested in buying
commodities, — that is sellers and buyers. In some cases, their-number

be very small, in other instances there are millions of people who mak
the market.
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Besides,- most  markets comprise groups of people who  act ‘as
intermediaries: between the first seller of a commodity and the final buyer.
There are all kinds of intermediaries, from the brokers in the great produce
exchanges down to the: village grocer. They may be mere dealers with no
equipment- but a telephone, or they- may ‘provide storage -and perform
important services of grading, packagmg, and so on.

(3) Market items: goods, services, and resources. While, in principle,
almost any commodity of value can be exchanged through markets, they are
primarily used to exchange goods, services, and resources.

Goods are physical, tangible items or products that are used to satisfy
wants and needs. Services are intangible activities that provide direct
satisfaction of wants and needs without the production of tangible products or
goods. Resources are inputs in the production process (labour, capital, land,
and entrepreneurship).that are used in the production’of goods ‘and services.

Speaking in broad terms, any item or service of value can be referred to as
a good. Ecoriomists-also study “bads” — items'like garbage and “serviceS"
like crime you have to pay to get rid of. i
(4) How do people trade in the market? Most market exchanges in modern
economies involve 'a commodity on one side and a monetary payment on’ ‘the
other. In essence,; a buyer gives up’ money and recelves a good whlle a seller
gives up a good and receives money.” - -

Buyers and sellers negotiate with each other trymg to get the best deal for
them. Sellers: call-out how much they will accept for'the:item. They know- if
they receive moré than the item value, they will have ‘€arned a profit. That's
why sellers sell only if the market price is greater than-or equal to the pnce
they require to give up a good or resource that they own:®

Buyers call out how much they will pay for the item. They know perfectly
well that “a penny saved is a penny gained’, so if they pay less than the item
value, they will- have “earned” by saving. That's why -buyers purchase
products and resources only if the market prlce is less than or equal to the
price they are willing to pay.

According to' standard capitalist theory, as explalned by Adam Smlth in
Wealth of Nations, 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 underiies the
concept of mutually-beneficial trade where. lt is held that both sides tend to
benefit by an exchange.

(5) Those who want to sell have dlfferent aims than those who want to
buy. If you want to' sell, say, your car, you will be looking to get the highest
price possible. If you are looking to buy a car you might be looking to get the
cheapest price possible for the type of car you want to-buy. Therefore, on'the
one side of the market (the buyers’' side), shoppers attempt to purchase
goods -at the lowest prices after allowing for various considerations of cost
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and convenience.. On the. other. side. of -the market (the .sellers’ side
producers attempt to sell goods at the hlghest pnces after allowmg for simil
considerations.

(6) Any- market transaction is a product of compromise Smce
partles expect to become better off as a result of the transaction, a
voluntary transaction takes place only if the pnce is mutually agreeable on
basis of a compromlse .

A'market compromise, like every compromlse fully satisfies no one: ln
it is just midway between the competing interest of those who are buyu
something: and those- who  are selling that something. It is a settiement
which each party makes a concession for the purpose..of reaching
agreement Without compromise, it would be difficult to -reach- agreeme
and keep-the market running. In contrast to political * solutlons under whi
the losing .side. is .always forced to submit.to.the winners, the free mark
normally leaves both sides equally satisfied. :

“(7).Barter exchanges: no money is needed Whlle most markets mvolve
exchange of money for a commodity, sometimes one commodlty can
Araded. for .another, doing. what .is commonly termed barter_ In. .other. wor
barter is- the.exchange of goods and.services -performed. directly; with
.using-money. “I'll cook dinner if you-do the dishes™ and *You scratch my-ba
and | will-scratch yours™ are typical examples of barter: - -~

.Barter requires-a double coincidence. of wants:-A must: have what B want
“and: B must have what A wants. The transaction costs (the costs mvolyed
:making-an -exchange) -of finding a double coincidence of wants for. bart
transactions are typically very high. That's.why-most markets:involve -mon
because goods and services can be exchanged more easuly with money th
without: it.. }

(8). Money exchanges Money isan extremely dlfﬁcu|t concept to define WI
“precision. .Most sumply put, it is anything “what you buy things with". it is
.medium of exchange;.in terms of which the value of all goods, and services |
expressed. The reason that people value money as a medium. of exchange |
:that:it -allows for complex exchanges to take place more easuy than usin
barter.-

+(9) Price. The amount of money for which. a/one unit of goods or services
rexchanged is-called price. In other words, price is the money value of a goc
.or service. It is a component of an excharige or transaction that takes plac
between two parties and refers to-what -must be given up by one party (|
buyer) in order to obtain something offered by another-party.(i-e. seller). -

- Prices reflect-how much:people value goods and-what sacrifices ‘socie
have to make to provide the goods. Since ‘all market transactions a
voluntary, a transaction-takes place only if the price is:mutually. agreeabl
What .is produced, ‘then, is the combination of goods. and services th
‘maximizes profits for firms (sellers) and satisfaction for housholds (buyer:
Market price is established at the point of exchange through the interaction
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bgyers and selters. The differénce between the price atwhich you sell-a good
and the price at which you bought it in-a trade transactlon IS normally referred
to as profit. =~ - SO

It is worth noting that the Engllsh Ianguage has many dlfferent words for
particular. kinds ‘of prices. Fare, toll, tuition, and charge are-all .examples.
Nevertheless, when: exploring -general -principles, eéconomists™ normally ‘use:
the aII-purpose word. price-as-a synonym for one of the other more-spemf c
“price’ words. P v

PartB

(1) The question what to produce:-is best answered by the market. A
market is a place where:you find people, businesses or organlzatlons that will
buy your products and services. That is, a market.is-where your customers
will be. The success of your business depends on whether there'is 'a market
(or customers) available for your products and services and whether they wm
want your products and services: .

if the market system is worklng, then:if you want an income: you must do or
offer something that the market-wants you to- do-or offer.If -the market
doesn't want what you have to offer, nobody will-buy your‘géods! If nobody
wants the goods you offer you will stop:producing:them.:In this way. the
market is telling you-that you: are using your.energies-and.other resources
to do something “the market”. doesn’t want you.to .do ‘with those ‘resources. -
And the sooner you get that message, the:better-for you!:That:iis the - way
your productive efforts are being directed by “the:market":
(2) Market, non-market; and. mixed :economies. ‘An economic:’syster'n' in
which goods' and: services :are:€xchanged by market functions is called a
market economy.. (also termed:¢apitalism). An alternative economic system in
which non-market forces (often” government regulations) determine’ prices is
called a planned economy or command economy (also.termed socialism).
The attempt to combine socialist ideals with the market economy is known:as
mixed economy-or market socialism.
(3) Free market. A free market is a market where price is determined by trade
rather than by government. A-completely free market is.an idealized:form of a
market economy where buyers and sells are allowed. to transact freely (i.e.
buy/sell/trade) without.any state intervention-in the form of taxes, subsidies or
regulation. Because no national economy in existence fully manifests.the
ideal of a free. market as-theorized by.economists, some critics. of the concept
consider it to be a fantasy — outside -of the bounds of reality in:-a complex
system with opposing interests and different distributions of wealith.-
(4) Criticism of the “free market" concept. Critics of:. Ialssez—falre vanously
see the “free market” .as an impractical ideal or as a rhetorical device that puts
the concepts of freedom-and anti- protéctlomsm at the service of.the wealthy,
allowing them to. attack. labour laws. and -other.protections of the: worklng
people.
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Some of them hold that “the free market is socialism for the rich”, and thi
free markets are for the poor, while state protection is for the rich. ° '

Not all advocates of capitalism consider free markets to be practical, tox
Some of them hold it wrong to believe that government is per se bad ar
unproductive while the private sector is per se good and productive. In wel
run, modern economies, they say, there is a marriage betweéen governme
and the private sector, each benefiting from the other. As illustrations of thi
they point at Japan after World War 1l, Singapore and the other Asian Tigen
Sweden and China today.

A. EXERCISES

1. Decide whether the following statements are true or failse::
1. Any market involves exchange.
2. The market is first of all.a place:
3. Prices are providers of information.
4. The term “market” is used in various meanings.
5. Both buyers and sellers try to trade with each other.
8. Any market transaction.is a product of compromise.
7. Any market is, first of all, a physical place like a shop.
8. Buyers and seilers come:together in the marketplace.’
9. The market is any physical place where trade is conducted. .
10.Barter systems are less common than systems that use currency
2.-Choose the most suitable word:
1. “A penny (gained, saved) is a penny (gained, saved)
2. "Scratch my (back, hand, head) and | will scratch yours.”
3. Money is anything “(that, what, which) you buy things with."
4
5
6

. Barter requires a double coincidence of (desires, needs, wants).
. Without compromise, it'is difficult to (make, keep, reach) agreements
. Markets make sellers easrer (find, to find, to be found) for
: ~prospect|ve buyers.
7. A market is any (area, arena place) in whrch buyers and sellers
.- make transactions.
8. An understanding of markets isat the (heart, head back centre) of
. any study of economics. :
9. Broadly speaking, any ltem or service of value can be (called named
referred to) as a good.
10.All sorts of ads are market (tools, mechanisms, systems) typically usef
to provide information about the products offered for sale.
3. Fill in the blanks:
1. A-price is the ... paid for one unit of a good
2. In market economies ... play very important roles. -
3. When goods are exchanged v using money. this is called barter.
4 :Both buyers and sellers expect to bécome ... as a result of the transacti
5. The world of commercial activity where goods and services are ... and .«
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is called a market. :
6. A free market economy is an‘economic system in' which individuals,
rather than ... , make the majority. of ... regarding economlc activities.

government, service, sold, pr/ces WIthout decisions, bought, amount better

off. S ;

4. Complete the sentences v

1. A good is any-item or service of ... . - .

2. The direct-exchange of goods without the use of money is called ..

3. The situation that exists when A'has what B wants and B has what A
wants is referred to as . :

4. People who pay for goods and serwces are called ..

5. An economy which relies primarily on.interactions between buyers and. -
sellers to allocate resources is known as-a .

6. The buyers must have somethlng they can ... m exchange for there to be:

a potential .. -

5. Answer the followmg guestlons w:thout Iookmg back at the text:

A. 1. Who or what is the market?

2. What is meant by the word.“market”.in an economic sense?

3. What are the main market participants and the main market items?:

4. How do people behave .in. the -market? What are:the aims of buyers
and sellers in the market?

5. Why do buyers and sellers make exchanges? Do barter exchanges dlffer
from money exchanges? Give an.example of a barter transaction. .

B. 1. What is money?

2. What role does the money play in market.exchanges?: .

3. What is price?

4. How is the price established in the market? .

5. What is profit and how is it related to pnce'?

C. 1. How would you define “free market"? . .

2.Isa completely free-market economy an idealized abstractlon ora reahty7

3. What is “non-market economy"? ., ..

6. Render the contents of Text.3. 1 in Enghsh

7. Discuss:

* the difference between a market and a shop;

¢ the main dlfference between a capltallst economy. and a socuahst economy

8. Comment on the followmg definitions and statements: .

® “The mariket is any place of sale.”

* “The market is the stage on which economic actors —_ f/rms househo/ds
and unions — meet.and make key economic decisions for society.”

* “The aim of any.seller is to make you, the buyer, part with your money

* “The market is a good servant but a bad master.”

* “The free market is socialism for the rich.”




B. FURTHER READING

1. Read the text below and answer the questions:
o What types of markets are discussed in the text? Can you bneﬂy deflne

each of them?
A market makes: possible the exchange of goods and services betwee!
buyers and sellers,- and that exchange determines the price of goods an
services. Buyers and sellers communicate with each other about the quali
and quantity of a product, what the buyers are willing and able to pay, and
what the sellers must receive. Food, shares of stock, national currencies,
gold, and labour - services -are::bought andsold. in, respectively, th
supermarket, the stock market, the foreign exchange market, the gold market
and the labour market. Black .market is the .name given to exchanges th
violate the law, 'such as the buying and selling of illegal drugs and counterfei
goods. Underground market is the.name given to unrecorded transactions
whether legal or illegal. For instance, some people choose not to report thei
earnings to the Internal Revenue Service in order to avoid paying taxes. An
eamnings that go unreported are part:of the. underground market. And, fi nally
the political market involves the exchange of votes and political benefits. -

Markets may be general or specialized; farge or'small, local or global. The
may consist of one buyer-and-oneiseller or:many buyers and many sellers.”
2. Read the text below and answer the questions:
o What are farmers’ markets?

s Why are they still popular in many céuntries of the world?

Farmers’ markets. The traditional 'market square is a city square whe!
traders set up stalls and buyers browse the merchandise. This kind of mark
is very old; and countless 'such markets aré sfill in operation around the:who
world. Such markets are often temporary, with stalls only present for one

two days a week (“market days”), however some are open every day of t

week.

In continental Europe, especially in France; street markets, as weil

marketplaces" (covered places where merchants have stalls, but not enti
stores) are commonplace. Both resellers and producers sell their wares (n
only fruits, flowers, and vegetables, but also ‘meat-and fish, and ot
products) to the public.

In the USA such markets fell out of favour, but renewed mterest in I
food has catise the reinvention of this type of market, called farmers’ marke!
in many towns and cities A

A farmers’ market is an opportunity for farmers tosell their produce dir
to"the public. A key feature is that those who try to sell‘their goods at s
markets-should be members of the local community: where the market

being held — this is essentially therefore a market for local farmers and |
people.
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3. Read the text below.and answer the question:

o What are stock markets?

Stock markets. Stock markets are specific places at which people buy-and
sell shares ofstock, or shares of ownership in corporations. A share of stock
represents a piece of the ownership of a firm. For instance, if you buy: Ford
Motor Company stock, you are.one of the owners of Ford. The price of stock
is determined by the expectations of buyers and sellers,.whose exchange of
shares reflects their beliefs :about whether the firm will be more or less prof-
itable in the future and whether the firm will perform better or worse than
other firms.

There are several stock exchanges in the Umted States. The largest and
best known is the New-York Stock Exchange, located on Wall Street.in lower
Manhattan. -In, addition to the. New York Stock Exchange.there are the
American - Stock Exchange, :.also  located. in New York, .and regional
exchanges such as the. Philadelphia Exchange and the .Pacific Exchange,
located in San. Francisco.. Stock..exchanges in other ‘nations. include .the
London Exchange and the Tokyo Exchange. .

The stock of only.a small proportion. of the totaI number of firms is Ilsted on
the exchanges, but the.firms that are _1|sted are the largest ones and those
whose:shares are.most-commonly, traded.. The markets for stocks offered. by
other firms_are -not- so. formally -structured -asthe stock exchanges. : Such
stocks are bought. and. sold. through dealers and:brokers or through word of
mouth in what is called the over-the-counter market.

4, Read the text below and answer the question:
e Who or what is a stock-broker?
Stock brokers. What-we call the stock market is. literally millions -upoen
millions of independent people around the. world making -independent
decisions. A simply put example.is this: I think or guess AT&T shares will rise
in price so | want to buy:a hundred. Somebody else might think or guess that
AT&T shares are going. to fall in price so-he wants to sell his 100, but.there’s
-a big problem::1 don’'t know where ‘he is and he doesn’t know where [ am: No
sweat. There are specialists who, for a price, getus together so we can make
the transaction; we call him-a stock broker.
. Read the text-and explain the difference:between the words “wage”,
" “rent”; and “tuition” as price words..
Prlce Just as good is an all-purpose word in .econemics, so also is price. A
.price is the amount-paid for.one. unit of a good; suchas $150 000 for one
#Rolls-Royce. Although- prices are usually expressed-in‘terms of money,
sometimes they are expressed in terms of other goods such as fwo candy
bars for one ice cream cone. A wage is a kind of price — the: price for an hour
labour. A salary is also a price — the price for a month’s or year's worth of
r. Arent, too, is a type of price — an amount for the use of a house for a
,8ay. . : .
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Price words sometimes do double duty, which can be confusing. Wa
usually means an amount per hour but sometimes refers to a perso
income from work, which equals the wage per hour times: the number
hours worked. By tuition; a university administrator may mean the tuiti
charge per student or the total amount of revenue from tuition charges.
meaning of these words is usually clear from the context, but when there i
possibility of confusion, their meaning can be made clear by referring to w;
rate, hourly wage, wage income, and so forth, as appropriate.”

C. TRANSLATE INTO RUSSIAN
1. History. In its original meaning, the market is a physical coming together
a sizable number of merchants and prospective customers at a pre-arran
time ‘and place” (in medieval Europe, typically once a week on the'm
square of the largest village in the vicinity) for the purpose of striking deal
buy and sell a variety of goods and services. Large numbers of custom
came to such organized markets because triey found it cohvenient to be
to make many of their necessary purchases on the same day in one ce!
location (minimizing their total travel time and-other travel costs) and beca
the presence of many merchants offering similar-wares made it much-
practical to comparison shop for the best deals in terms of quality-and-p
Merchants were often attracted from considerabie distances to ‘participa
such markets' because of ‘the opportunity to-sell-so many of their waret
such Iarge numbers of potential customers‘in such a short time.
2. What is a market? In the language of modern industrial society,
especially in the language of professional economists, the :concept:
market has been generallzed and abstracted far -beyond the:original-r
concrete and localized meaning of the term. In the more modern sense'
term, a market is the generalized name tag for the whole process that
‘under ' way whenever a sizable number of people free to buy" and/or s
particular kind of good or service ‘are in more or less close communi
with each other (either personally and directly or else through the mediati
advertlsmg, catalogs, news' reports, postal “carriers; - telephone  sys
computer networks, etc.) so. that information about the terms™of
transactions:and ‘current offers to buy or sell is generally. availabie to a|
number of .interested parties - at relatively low cost: —regardless ¢
participants" physical proximity or distance.
3. Barter and money exchanges. The purpose ot markets is to faciita
exchange of goods and services between buyers and ‘seliérs. in some
money changes hands; in others, only goods and services are exchang
- The ‘exchange of goods and services directly, without money, is
‘barter. Most markets involve’ money because ‘goods and sefvices
exchanged more easily with money than without it. ‘Barter requires a
coincidence of wants. The transaction costs (the costs involved in ma
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exchange) of finding a double comc1dence of:wants for barter transacttons are
typically very-high. Money reduices thése trarisaction costs. :

4. The world-wide market. Such technological innovations: of the lndustnal
age as ever cheaper-and more rapid transportation and communications -over
increasing distances both have dramatically increased the size of the areas
from which buyers and- sellers may be brought together to do business and
have greatly reduced the need for them actually to meet face-to-face in one
place in order to strike a bargain. The markets for many consumers’ durable
goods like automobiles or TVs' and major agricultural and industrial
commodities like oil, natural gas, wheat, beef, steel, forest products and
computer chips are now literally world-wide in extent. (Of course, for many
markets there do still exist central gathering places or locations that play an
especially important role in the local, national or even worldwide networks. of
buyers and sellers — for example, the New York Stock Exchange, the
Chicago Commodities Exchange, the seasonal women's fashions shows in
Paris and Milan, regional baseball card collectors conventions and so on —
but in nearly all such cases, it is not really necessary for an individual buyer or
seller actually to travel to the relevant marketplace in order to parttcnpate |n
the broader markets of which these are nowadays only a part.)

8. Information asymmetry.: In economics; information asymmetry occurs
when one party to a transaction.has more or better infofmation than the other
party. (It has also been called asymmetncal information ‘and markets with
asymmetncal information). Typlcally lt |s the seller that knows more about the
the buyer to know more than the seller

‘Examples of situations where the seller usually has better mformatlon than
the buyer are numerous but include used-car salespeople stockbrokers real
estate agents, and life insurance transactions.

Examples of situations where the buyer:usually has better lnformatlon than
the seller include estate-sales as specified in a'last will and testament
+-Because of information asymmetry; ‘unscrupulous sellers can “spoof”items
(like software or computer games) and defraud the buyer. As a result many

“eople not willing ‘to risk -getting - ripped--off ‘will "avoid certaln types of
Purchases, or will not spend as: much for-a given item.

8. The economic concept of markets.’A market can be defined as a set of
goods and services which are regarded as substitutes by consumers; a set of
QDUyers, whose preferences together with their budget constraints determine
#Wheir willingness to pay for those goods and services; and a set of producers
Wellers) endowed ‘with - production” technologies whose physical properties
Adng with opportunity -cost, determine .the minimum ‘price at' which those
or services are supplied: The market can therefore be considered to be
pfallocation mechanism that, in the:absence of frictions, ensures that goods
services end up in the hands of those who value them the most.
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* The:way-a market functions depends largely-on the behaviour of the play:
— buyers ‘and sellers. A market is said to perform efficiently if it allocat
goods and services to those who value them the most. Likewise a market
likely to perform inefficiently - if, for instance, there exists a seller that
behave independently of its competitors, customers and consumers. In su
a case the-seller is in a position of dominance and may manipulate
market to its own advantage. !t is therefore deSirabIe to have. eff Ci
markets. :

The more nearly perfect a market is, the stronger is the tendency fort
same price to be paid for the same thing at. the same time in all pans of t
market.

Text 3.2

By abollshmg private property one takes away the human love of aggressit

~8.F

(1) introduction. The concept- of a market presupposes the existence

cer’taln sorts of property relations in the society involved. At least:some- go

and- services must be legally or socially regarded-as-alienable property

pnvate individuals who are recognized.as having not just:the right-to-u

particular scarce economic. resources. for their .own. purpeses but also

transfer such rights of use to someone else in exchange for. money or: oth
goods or services.

Not all human: societies have recognized any such nghts to transf
ownershlp while the very justification for the institution of private. property
exist has. been questioned through centuries by a great  number
outstanding philosophers, moralists, politicians, scholars, and economists.:
(2) What is property? The concept of property or ownership has:no-single
universally. accepted definition. Like. other foundational concepts which ha
great weight in economics, its usage varies broadly.

In common use, property is simply “one’s own thing", and refers. to t
relationship between individuals and the. objects which the former see.
-being their own to dispense with as they wish.

In contrast, scholars.in the social sciences conceive of property not-as
relationship. between people-and things, but as a relationship between peo
with regard to things. Seen-as such, property is not:a thing, but a title to su
a thing,-or:rights in or to it. When we: offer a house:for sale, for-example;:
only offer the legal title, which is the exclusive.right:-to the house .we a
selling. If there are no willing buyers to buy.the house at the offered price
have the freedom to retain it, or to: sell-it.at any-other price in accordance
our own valuation of the property in question.
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* common means. of.acquiring. property nowadays is by transfer from- the
previous owner or owners: one.can purchase it with money,:trade it for other

rty, receive.it as a.gift, inherit.it, steal it, find it, or make it.
(3) Real property and personal property. Property can be classified into
real property (also sometimes called real estate or realty), and personal
property (also sometimes called chattel or personality).

Real property, also referred to as immovable property or immovables, is
land and ordinarily anything erected on, growing on, or affixed ta it, including
buildings and crops.

Personal. property, also referred to as movable property or movables; is
anything other than land that can be moved from. one-location to another.
Personal property can be divided into two major categories: fangible and
intangible. Tangible property includes such items as residential buildings,
machinery, - livestock, -automobiles, jewelry, or a jack-knife. Intangible or
abstract property. includes intellectual property (non-corporeal- things. like
ideas, patents, copyrlghts trademarks, - musical -compositions; novels,
computer programs), financial instruments (like shares of common stock in a
corporation, bonds, insurance policies), or contractual obligations to provide,
say, goods or services at some time in the future.

(4) Collective property and private property.: Property may be further
classified as either public (collective) or private (individual). Public property is
that which belongs to a whole community collectively or a state. -Private
property is that which belongs to.an’ individual or a group of individuals.
However, the distinction between pnvate and public- property arises not only
from difference in ownershlp but also from. difference in purpose.- Public
property is intended to serve the interests.of the community at large; private
property, the interests, of a limited circle. Family property is pnvate property,
even if it belongs to the family as a whole.

(5) Communal property. When a group of. people shares the ownership of
property amongst: each:-other, communal or common ownership of property
occurs. A common form of communal real estate ownership is a cooperative
or co-op. A co-op is a.group of persons who join together, or cooperate, to
own a bundnng for mutual benefit.

Lastly, ‘the purpose dlstmgmshes property into-goods of consumption and
goods/means -of ‘prodtiction;, -according as the goods:are -directly intended
either for production, i.e. for producing new goods, or for consumption..

(6) Private property: pro and:contra. Private property is- the . key building
block of capitalism, — an economic system in which .most economic
decisions are made by private owners and most property:is. privately owned.

The concept of private propérty is simply. the idea. that you, as a private
individual, have the rlght 4o0-own and-to do. whatever you please with anything
which is “yours” — your house ‘your land, your car, your, guitar, your money,
your anything. The idea that people have a governmentally protected right to
own things and use them as they see fit — is very basic: the market process
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couldn’'t work unless people had the right to keep and/or exchanged @i}
things they earned, or otherwise produced or bought.

Supporters of private property rights state that this enables both' b
protection and more efficient allocation of society’s scarce resources
provides more wealth and befter standards of living for all in the long run.

Critics of this concept argue that private property is inherently illegitima
and "has no moral justification - since ‘it will always 'lead to inequa
domination of one group of people, — that is, private property owners — o
the non:property holders. They state, among other things, that even
property rights encourage “the property-holder to develop his prop
generate weaith, etc., he will only:do so for his own benefit, WhICh may
coincide with the beneﬁt of other people or sociéty at large.

The most radical critics hold that only' collective ownership will assure
minimization of unequal or unjust outcomes and-the maximization of ben

for all. members of a society, and that therefore all private property should
abolished. '

A.EXERCISES -
. Decide whether the following statements are true or false:
. Property can be defined as a relationship between people and things.
.-There are only two universally accepted definitions of property.
.‘Private property is that which belongs to one or more persons.
. Most public property is in free access to the general public.
. Public property is that which is owned by a group of people.
- Family property is an example of communal property.
: Personal property may be tangible or unrntelhgrble
. One can gain or lose ownershlp of property in a number of ways.
. A common means of acquiring property is sales, inheritance, gift, or thell
10.Moral justification of private property principle is unquestionable.
2. Choose the most suitable word/phrase:
. In common use, property is simply “(one, ones, one’s) own thing".
. Property rrghts are-guaranteed and protected by (law, people, state). ‘

oooxtmmbwri)-—ia

. Property is a relationship between people (and, or, with regard to) thin

. Private property is (that, which, that which) belongs to an individua
a group of individuals.

. A co-op is a group of persons who join together to own a buildin]
for (communal, mutual, private) benefit.
. Fill in the blanks:

. Property is not a thing, but a :.. to'such a thing. -

. A common form of real estate ...is a cooperative or ..

. Public property is intended to serve the interests of the at large.

. Capitalism is -an economlc ‘system in" WhICh most economic decrs:o‘
are made by property

BN

o

w2l
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5. Private property leads to inequality: and ‘dominatiofi- of private property
over the non-property

commumty, holders title, ownersh/p, owners(2)
4, Complete the sentences:
1. Anything that may be owned is called ....
2. The market process can’t work without ... :
3. The state of exclusive possession of property is called ... .
4. Capitalism is.an:economic system in which most property is ... . ’
5. Personal property is divided into ... property and ... or abstract property.” -
6. Public property is that which belongs -..-0 a whole'community or a state.
7. if one finds an object, one can legitimately take ownership of that object on
condition that ... . '
5. Answer the following questions without looking back at the text:
1. What is property? ’
2. What can be/can’t be property?-:
3. Who can be a property owner/holder?
4. What is the purpose of .property?
5. What is private-property?-
6. How many types of property are ordinarily distinguished?
7. Inwhat way does public property:differ. from:privaté-property?
8. What exactly-do we offer for:'sale'when we are selling-a thing?
9. What are economic justifications of private property:if-any?
10.In what way can one acquire property.nowadays? -
6. Render the contents of Text 3.2 in English.
7. Comment on the following statements and sazmgs :
“Property is theft.” '
“One’s body is one’s property”.”
“What is owned by all, is:cared for by none.” -
“All private property-should be abolished.” -
“What people do with their money is nobody’s business.”

B. FURTHER READING

1. Read the text below and discuss the Vedantic view of ownership.
Indian spiritual science called Vedanta believes that the root of ownership
is the feeling that one is separate from the rest of the universe. -Given this
understanding, one disconnects oneself from the universe, and then attempts
to reconnect with objects through a relationship:which is called ‘ownership.- .

Vedanta believes:that the feeling of ownership is an-illusion, which remains
with oneself as long-as one considers oneself as separate from the Universe.
When one understands the fundamental reality that there is only one entity
called the - Unrverse there is no need for ownershlp and one gets rid of this
ilusion.
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- 2. Read the text below and discuss the problem of slavery.

Slavery. The living human body is, in. most modern societies, considere
something which cannot be the property of anyone but the person whose,
body it is. This is in contradistinction to chattel slavery. Chattel slavery is
type of slavery defined as the absolute legal ownershlp of ‘a. person.. ¢
persons, including the legal right to buy and seli them. The:slaves do.n
have the freedom to live life as they choose, but as they. are instructed br
their owners. In most countries, chattel slaves are considered-as: movabi
property. Slavery almost always occurs for the purpose of securing the labou
of the slave.

Slavery is currently illegal in every country around the world, however, -'u!
untii the 19th century slavery and ownership of people had: existed in on
form or another in nearly every society on earth.

3. Read the text and explain what Eminent domain and Zoning are: oo
for.

Private property rights are not absolute. They are subject to community righ
The federal and state governments in ‘USA, for example, have the right
Eminent domain, which is the power to purchase property from owners: f
public use, even if they do not want to seli, following the payment of:a fa
amount of money to the owner of the -property. The Fifth and-Fourtee
Amendments to the United. States .Constitution require that the governme
pay “just compensation®. The eminent domain- power is used frequently
acquire property for highways, railroads; public ‘parks, ‘and urban.renew

though judgments about what -constitutes. public:use are  sometimes ‘ve
controversial.

Eminent domain is'one example of the'way that private property is subj
"to community rights. Zoning is another illustration. Local governme
frequently impose restrictions on the use that can be made . of land, such
prohibiting the location of houses in industrial areas, limiting. the size . a
height of buildings, and requiring . minimum- lot sizes for houses. Tho

restrictions on the use of property often had the effect of dramatica
decreasing property vaiue.

4. Read the text below and answer the questions:
o What isprivatization? »
. What are the three main methods of privatization?

o - What are the main reasons.and purposes of privatization?

Privatization is the process of converting or “selling off’ government—ovi

assets; properties, or production activities to private ownership. Privatiza
is usually: undertaken either to' generate revenue for the government or
part-of an overall free-market approach to the economy. The:term:can ref
partial:- or complete -transfer - of any: property -or responsibility held
government. A similar transfer in: the -opposite. direction is referred:to
nationalization. There are three main methods of privatization: |
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Share:issue privatization (SIP) — selling shares on the stock market. Share
issue privatization is the most common type.

Asset sale privatization — selling the entire firms or part of it to a strategic
investor; usually by auction .

Voucher.privatization — shares of ownership are distributed to ll citizens,
usually for.free or at a very low price. Vouchers, like all other private property,
could then be sold. on if preferred. Voucher privatization has mainly been
used in the transition economies of Central and Eastern Europe such as
Russia, Poland, the Czech Republic, and Slovakia.

Proponents of privatization believe: that private market actors can more
efficiently deliver many goods or service than govemment due to free market
competition. In- general,. over time this will lead to lower prices, improved
quality, more choices, less corruption, less red tape, and quicker delivery.
Many proponents do not argue that' everything should be privatized; the
existence of problems such as market failures:and natural monopolies ‘may
limit this. However, a small minority thinks that evervthing can be: privatized.
including the state itself. .

The basic economic argument given for privatization is that governments
have few incentives to ensure that-the ‘enterprises they-own are well run;
since state-run industries ‘tend to .be:bureaucratic. Corruption’ during: the
privatization process, however, can-result in.significant underpricing of: the
asset.

5. Read the text below and answer the questions:

e What is(re)nationalization?

o What are the main reasons and purposes of nationalization?
Nationalization is acquisition: and -operation by “a country of ‘business
enterprises ‘formerly owned and . operated by private individuals - or
corporations. The. property holder:may or may not be compensated for the
loss of property.-In developing nations, a-business. enterprises is typically
nationalized  if the government feels the company is exploiting the host
country and-exporting too-high-a proportion of the profits. By nationalizing the
firm, the government hopes to keep profits at home. In developed countries,
industries are. often nationalized .when they-need government subsidies to
survive. For instance, the French government nationalized steel and chemical
companies in the mid-1980s in.order to preserve jobs that would have
disappeared ‘if free market forces had prevailed. In some developed
countries, however, ‘nationalization is carried out as a form of national policy,
often by Socialist governments. In 2001, in response to the: September 11th
aftacks, the then-private airport security industry in the USA was nationalized
,angd put -under the authority of the Transportation -Security Administration.
Mationalizations ‘can: also take place when a government seizes criminal
property. For example, the French government seized Renault because ‘its
owners had collaborated with Nazi Germany.
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6. Read the texts and discuss the moaral principles of Weste
civilization, based on the private property concept.

A. A Speech by Chief Seattle (Skokomish).in 1854. “The Great Chief
Washington sends word that he wishes to buy our land. The Great Chief al
sends us words of friendship and good will. This is kind of him,:since we kn
he has littlie need of our friendship in return. But we will consider your. off
For we know that if we do not sell the whlte man. may come wnh guns a
take the land. :

How can you buy or seIl the sky. the warmth of the Iand’? The idea
strange to us. If we do not own the freshness of the air and the sparkle of
water, how can you buy them? - s

Every part of this earth is sacred to my people. Every shmmg pine need
every sandy shore, every mist in the dark: woods, every clearing a
humming insect is holy in the memory and experience of my people. The
which.courses through the trees carries the memories of the red mian. . -

. The white man'’s dead forget the country of their birth when they go to w.
among the stars. Our dead never forget this beautiful earth, for it’is
mother of the red man. We are part .of the earth and it is part of us.
perfumed flowers are our sisters; the deer, the horse and the great eagle’
our brothers. .The rocky crests, the. juices in the. meadows, the body heat
the pony, .and-man — all belong to the same family.

So when the Great Chief in Washington sends word that he wishes to’
the land, he asks much of us..

The red man has aiways retreated before the advancing white man, as
mist of the mountain runs before the morning sun.-We know that the «
man-does not understand our ways. One portion of land is the same to him|
the next...-the earth is not his brother, but his enemy, and when he -
conquered it, he moves on. He leaves his father's graves behind, and
does not care. He kidnaps the earth from his children. His appetite will dew
the.earth and leave behind only a desert .:

. This we know: The earth does not belonq to man; man belongs to the eaf
T,h.ls_ we-know.

Whatever befalis the earth befalls the sons of the earth. Man did not We1

the web of life; he is-merely a strand in it. Whatever: he does to the web
does to himself. - ,

Even the white man cannot be exempt from the.common destiny. One t
we know, which the white man may one day discover — our god is the's
god: You-may think that you own: him. as you wish to own the land but
cannot. This earth is precious to the great spint, and to harm the.earth:i
heap contempt on its creator. The whites too shall pass; perhaps sooner tH
all.other tribes. Continue to contaminate your bed, and one' night you i
suffocate in your own waste.

Your destiny is a mystery to us, for we do not understand when the buft
are all slaughtered, the wild horses tamed, the secret corners of the fot
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heavy with the scent of many men, and the view of the rlpe hl"S blotted by
talking wires. The end of Ilvmg and the beginning of survival. -

When the last red man-is vanished from this earth, and his memory is. only
the shadow of a cloud moving across the prairie, the shores and forests wil
still-hold the spirits-of my people. For they love this earth as the newborn
loves its mother's heartbeat. So if we sell you-our land, love it as we’ve loved
it. Care for it as we've cared for it. Hold in your mind the memory of the land
as it is:'when you take it: And with all your strength, with all your mind; with all
your heart, preserve it for your children, and love it... as the Great Spirit loves
us all.”

B. From the history of America. t is estimated that in 1860 there were
between 30 and 90 million buffalo on the piains. Their stampedes could be
heard for hundreds of miles — called by the natives “Rolling Thunder”.-These
animals had thrived here for thousands of years, and the people that-lived
here lived in turn off the buffalo with great economy — taking only sick; old; or
weak animals,.and using every part with:little waste.

- When'the railroad began to:cross the plains, in the mid 1860’s, there ' was a
massive influx-of whites.:Killing .buffalo became an industry ($1.00-per hide),
and the railroad made it easy to send the hides back east to be made:into-car
tops, suitcases, and industrial drive belts. The government funded parts:of the
killing spree; knowing the:devastating effect on Native morale.and survival: .

By 1870, the rolling thunder was silent. Millions of buffalo had been-killed,
skinned, and left to rot. The herds had dwindled to.a few thousand, when the
killing finally eased off, partly because of the outcry from a few whltes wuth a
conscience.

How -would white Amenca react:now if some. allen came:and destroyed all
of our cattle; shéep, chickens, and swine? With wails of torment; and a sense
of being deeply wronged, and a convenient forgetting of our own atrocities,
committed so recently.:

C. TRANSLATE INTO RUSSIAN

1. Property is the right to the enjoyment of things of economic value, whether
the enjoyment is exclusive -or shared, present of prospective. The rightful
possession ‘of such nghts is called ownershlp Ownership necessarily is
supported by correlative nghts to" exclude others from enjoyment. By
extension of ‘usage, the thlngs in which oné has’ property rights are called
one’s property; thtis the person who holds title to a house even though there
is a mortage outstanding, calls it his or her property: -

2. Aristotle, in““Politics”, advocates private property. He" says “that whuch is
common to the greatest ‘number has-the least care bestowed upon “it.
Everyone thinks chiefly of his own, hardly*at all 6f the common interest; and
only when he is himself concerned as:ai individual”. In addition, he says
when property is common there natural problems that arise due to differences
in labour: “If they do not share equally enjoyments and toils; those who labour
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much -and get little will necessarily complain of .those who. labour. little .a
receive or consume much. But indeed there is always a difficulty in men:livi
togethér and having all human relatnons in common, but especnally in_th
having.common property”.

3. Ownershlp is the state or fact of exclusnve possession or control
property, which may.be an object |and/real estate, mtellectual or some ot
kind of property. :

Ownership is the key bunldlng block in the development of the capltal'
socio-economic system. The concept of ownership has.existed for thousan
of years and in all cultures. Ownership is the basis for many other conce
that has formed the foundations of ancient and modern societies. such
‘money, trade, debt, bankruptcy, the criminality of theft .and private vs publi
property.: .

The process and: mechanics of ownershlp are:fairly complex since one
(gain, transfer and lose ownership of property in:a number of ways: by-selli
it for. money, exchanging it for other-property,.giving it as a gift, being robb
.of it, misplacing it; or having-it-stripped:from one's: ownershlp through:so
legal means.. If one finds an object, one canlegitimately take .ownership
that object as long as no one:claims to have prewously lost.that object..

: Ownershlp is self-propagating in that:if an-object is owned by someone, a
additional: goods: produced by -using that.object:will ‘also. be- owned. by:t
.Same person. -

Text 33

_Com etltlon‘ Market Control, and' Market Structu
S "Competltlon is'a creative destructi
L J:.’A. Schumpe
“ Compet/t/on kills competiti
P.-J. Proud
Part A
(1) What is competltlon? The. Latm root. for:the verb "to compete’
competere .which_means “toseek. together or-“to . strive _togethe
Competltlon is the act of stnvmg agalnst others for the purpose of -achievi
dominance or acquiring more of. somethlng that is. scarce. It is one of ¢
,‘_fundamental features of. all. hvmg organisms.. Nowadays the. term is:wid
_used in numerous fields, lncludmg biology,, business, ecology,.music, polm
sports and, of course, economics
(2)-Competition. as an. economlcs'concept In.economics, .competition
one -of the most 1mportant concepts As a. product .of ‘scarcity, it is norm:
defined as the contest for command over scarce resources: if it is impossib
-to have everything. you.want: than:you must compete with others for what
- available.
(3) Market competition. Market competmon is referred to as rivalry betw

two or more parties for customers, — that is their money, and the ability-
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.influence the price-and/or quantity of-the good-sold in a given market.:Market
competition is a highly dynamic process in which only the fittest survive and
thrive.

The intensity, character, and partlc_ular forms of market competmon
between buyers and sellers are largely dependent on a number of factors, the
most important of which are:

¢ the number of competitors operating in the market;

¢ the quality and type of goods supplied/sold;

» total market demand for a good or service;

¢ available information on prices and technology;

e natural or. artlf cial barriers preventlng potentlal competltors from enterlng

the market.-
(4) Market control. In market analysis, the ability to influence the price and/or
quantity of the good sold is called market control or market power. The éxtent
or amount :of market control by a firm depends largely on the number of
competitors.in- the market: more competitors mean less market control -for
each firm; fewer competitors mean gréater market control-for each firm.

A firm that.possesses so littie market control that it has no ability-to affect
the price of the good is called a price taker, while a’ firm that possess
sufficient market control that it has the ability to affect the price of the good is
called a price. maker.: :

As ‘a-price taker, you must accept, or take. the going market price, the
existing market conditions. There's no way. you can change them. As‘a
price maker, you do accept the going market prlce but you can “make” your
own price-at will. - .

(5) Market structures. The market structure or the manner in which markets
are organized, primarily depends on the number of firms operating in the
market and the_extent of market control. possessed by each firm.

+ On the selling/seller’s side of the market, one can distinguish four
market structure models with different amounts of market control due to
different numbers of competitors. These market structure models are: perfect,
or pure, competition, monopolistic competition, oligopoly, and monopoly. .

The market of perfect competition is characterized by infinite numbers of
small buyers and sellers, who trade in a . perfectly identical product or,
otherwise, perfect substitutes. W|th no brand names.or distinguishing features
that differentiate the product; no market control by any of ‘competitors;
complete freedom of entry .into and exit out of .the. market; complete
information -abolt prices charged by other sellers, and access to the same
production technology, which means that rio firm can produce its good faster,
better, or.cheaper than its competitors because “of special knowledge .of
information. Perfect competition is an idealized market structure that is NOT
observed in the real world. v

In markets of monopolistic competition, a large number of relatively small
sellers with a modest degree of market control provide buyers with nearly
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identical/almost the same kind of product (often termed imperfect orr
substitutes). 7

In an oligopoly, a small number of relatively large interdependent ﬁr:ﬂ
substantial market control provide buyers with a number of nearly ide
-goods and services.

Finally, in a (pure) monopoly, there is only one seller of/for a unique
with no close substitutes.- Monopoly is characterized by completefcozg
the supply side of the market and no competition, since certain :baj
(economical, technological, legal) completely prevent other/woul
competitors from entering the market.

e On the buying-side of the market, there are also-four. basic
structure models similar to those on the selling-side. Apart: from:
competition, thev. are -monopsonyv. oligopsony. and: .monops
-competition.

Monopsonistic-competition is a market structure characterized by-a i
number of relatively small buyers, each -with-a modest degree of m
control, seeking to purchase almost the same kind of product.-

. Oligopsony is a.market dominated by a small number of relatrvely [
buyers, each with substantial market control. ;

‘Monopsony iis.-a market structure characterized by a. srngle buyer ,
product and, thus, complete control of the demand side of the market.w 3
(6) Competition regularities. Market competition is characteristicitypi
certain regularities or “laws”. Some of them are as follows:

s The more sellers, the more competition to offer a good for sale.

« The more buyers, the more competition to acquire a good offered for sa

o less competrtron among sellers than among buyers lets the sellers chal

higher prices.
. -» Less competition among buyers than among- sellers lets the buyers pay]
lower prices.

- e More competition means less market control; conversely, more market !

control means less competition.

PartB -

(1) Competitive markets When two or more businesses sell the same |
or service, they are said to be competrng for the same market. A’ mark
some particular good or service is said by economlsts to be’ competltlve
substantial ‘number of ‘buyers and sellers trade in the good or se
independently and thus no single buyer or seller-is so- welghty
marketplace as to significantly influence the going price of the good or sen
by hlslher individual decrsrons about how many. unrts they personally wrll l
or sell.

The whole point of competing is to be better than one’s rrvals &l

competitive market, sellers compete with other sellers trying to find way!
get you to choose them and make you part with your money; buyers comf
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sther buyers trying to- choose where to spénd their money in the best

ibie way.

g Consequences of competition. Competition among sellers-in- a

petitive market:

vents sellers from.forcing:the price up to its highest level: buyers don't -

Jwe to buy a good above the gomg price wnth a Iot of sellers willing and

B to sell at the market price;

pres sellers to supply the most wanted products at the lowest cost; _

Jauses businesses totry new.ways to attract customers by lowering prices,

pdvertising, | improving quality and developing new products and: servnces '

at consumers are willing and able to buy; :

ves consumers greater selection and better products, which, in turn

ses lower prices for the products:compared to what the price would be

... there were no competition (monopoly) or little competition (oligopoly).

£ @ompetition among buyers::

;. <prevents buyers from forcing the price down toits lowest level:- sellers
adon't have to sell a good: below the going price with-a.lot -of buyers - willing -
and able to pay the market price;

«forces them to-spend their limited incomes on the most satisfying goods;
~increases prices -and allocates goodsand servnces to those people who
are willing and able to pay the most for them. :
(3) Is competition a good thing or a bad thing? Competmon can result in
both beneficial and detrimental results. According to microeconomic theory,
no system of resource allocation is more efficient than pure competition. Seen
by the mainstream economists as a pillar of market ecoriomy,.competition is
assumed to drive down prices, stimulate. innovation, promote efficiency and
social welfare.

More competition among sellers is supposed to lead to lower prices, better
quality, and more new products and services, while less competition among
sellers is likely to lead, conversely, to higher prices, poorer quality, and fewer
new products and services.

While.in some cases, competition can be informal.and be more for pride or
fun, there are cases when it proves to be intense, extreme and bitter, leading
to trade-, advertising-, or-even human wars -between two or more parties,
nations including.. No wonder that “competitiveness”, or the inclination to
compete, has become -synonymous with aggressiveness :in.the English
language.

Companies engaged in. bitter competitive rivalries for dominance:are likely
to stick at nothing in order to gain an advantage in the competition-and: beat
their competitor(s). At times, they are .willing to do “whatever.it takes” to take
business away from. their competitor(s) and:drive ultimately them out of the
market and, thus, become a monopolist! . :
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= Thus;.ironically; the:more competition:develops, the:more it tends to redu
the number of competitors. It seems to be only too true that “competition ki
. competition"inthe longrun! - . o
(4) Governing competition. In modern societies competition -has b
organized within the framework of almost universally accepted rules.:The:
rules -are generally intended-to ensure.that businesses do not employ un
tactics (like price-fixing, market sharing, or illegal collusion-type :mergers
prevent individual firms. from . having excessive-market power and.-avoi
violence in-between firms in their rivalry-against each other.. :
(5) .Cooperation. Cooperation. means working- with - others:to; achieve
common end, instead of working separately..in competition: ‘Man ‘peo
support. cooperation as the ideal:form: of: management of human. ‘soci
economic - affairs, as opposed to selfish, highly profit-oriented and; th
predatory practice involved in market competition. -

Although cooperation is the antithesis of competition, sometimes: it
precisely the need. or desire to compete with others that:motivates:firms:4
merge and cooperate with-each other in order to form- a stronger competitiy
force,

However, :any-form of cooperation among firms that' is' designed-to restrai
trade, lessen  competition;. .or monopolize a: given ‘market - via- predato
pricing, collusive agreements or mergers, is -universally considered: illégal.-

A EXERCISES
1 Dec:de whether the following statements-are:true or false:
1. “Competition” and “to compete” refer.to the same:thing.
-2.-There:are:four kinds of basic market:structures:: .:: -
3.-Market structure refers to the number of buyers and sellers in a particular —
:market. ,
4 The numbers of buyers and sellers in dlfferent markets may-be different...
5..Examples of perfect competition are all around us. e
6. In markets of perfect competition there is only one seller.
+7; Under monopolistic cornpetltlon each sellel‘s product dlffers from every
--one. else s. '

8 ‘A monopolistically competltlve f irm appears to have somethmg of a small
+ monopoly.

'9. In-an oligopoly, -a large number of small firms:control the market for

. particular goods and services.

-10:Any:form:oficooperation:among:firms is designed:to restrain trade. -
2.:.Choose the most suitable word::

4::More. competition means (more; Iess, no) market control.
2. Companiesi(are, grow, sell, seek) larger through mergers

3. In markets of perfect competltlon there are many buyers (and, or, but' no'
sellers.

4. Where two sellers (depend on, offer, produce) similar products or
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Market competition is a situation where. firms are forced into- (a
contest, a cooperation, exchanges).for the command of scarce:
resources.
6. Market competition is an economic mteractron between sellers or buyers in:
a single market, each attemptlng to get or pay: (the highest, the -
fowest, the most favorable) price. :
3. Fill in the blanks in the following texts:
A Market ...(1)"is'the number of buyers and.sellers in a market. ...(2) are
many market structures. In ...(3) competition, there are many buyers and
sellers. In a_monopolistic .. (4) there are many sellers who ...(5) the same
product In an oligopoly a few iarge companies .. (6) a market. In a monopoly
there is ...(7) one seller. Sometlmes companies join ...(8). This is called a
(9). T .
B. Market structure refers to ..(1)number. of buyers and ...(2) in.a particular
market. Market ...(3) range from markets of ...(4) competition through
markets ...(5) monopolistic competition.and oligopoly, all the way to markets
...(6) monopoly.. In markets of ...(7) competition, there are many ... (8) and
sellers. In.markets ...(9) monopolistic .competition, . (1 0) are many sellers
.(11) buyers with almost the ...(12) kind of product In ...(13) ollgopoly,
few large ... (14) control,the market for ... (15) goods and services: Flnally,
...(16) a monopoly, there is....(17).one seller ’
4. Complete the following sentences:
1 Firms that sell similar items are called ..
2. People can compete with ... by offenng more favourable exchanges
3. When two or more. busmesses sell the same goods ¢ or sefvice, they are”
.. for the same market.
.. between two or more persons or groups. for an_object desired in
common usually resulting in a victor and a loser is called .
5. Several factors influence the market structure for a partlcular industry; ‘the
number of ... , ... technology, .. barner_s and available information on ...
5. Answer the foIIowing q uestions without looking back at the text:
1. How would you define “competition” and “a competitive market'?
2. What are the synonyms/ the opposite of “‘competition”?
3. Who or what is a. price taker/a price-maker?
4. What are the’ pnnclple market structure models and their key features?
5. What are the most important factors that determine competition in a
market'7
6. What are the two extreme cases of market structures in terms of
competltlon'?
7. What ‘are the four basic market structures on the buyers‘/sellers srde of
the market?
8. What are the most important consequences of market competition on the
buyer's/seller's side?

Esemces they are in competltlon with each’ other
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9. What forms of cooperation are universally considered illegal?
10.What measures . are normally:taken in: modern societies to ensure
that businesses do not employ unfair tactics?
11.1s competition a good thing or a bad thing?
6. Render the contents of Text 3.3 in English.
7. Comment on the following statements::
“Competition is a creative destruction.” -J. A:Schumpeter-
“Competition kills competition.”- P.-J:-Proudhon ,
~“Money won 'is twice as sweet as money eamed.” — An English prOverb
““Competition is an-event in which there are more losers than wmners»
" Otherwise it's hot a competition. A society based on competition is
therefore primarily a society of losers.” - John R. Saul.

B. FURTHER READING

1. Read the text_below and; answer the guestrons
9 What is a monopoly?
. How can businesses grow to become a monopoly?
“Not all ‘monopolies are created equal’. The law prohibits most monopol
but there are some legal monopolles Legal monopolies include public utili
hke water and electrlc1ty

Many firms grow to become a monopoly through mergers. in_horizor
mergers, similar firms unite. If two computer manufacturing conipanies unit
that would be a horizontal merger. In vertical mergers, related busmes'
unite. If a computer manufacturing company and a software company uni
that would be a vertical merger. Finally, in conglomerate mergers, dlffe
kinds of businesses unite. if a computer manufacturing company and a f
processing company. united, that would be a conglomerate merger.
2, Read the text and answer the guestlon
o Whatis hypercompetltiveness9
“Wmnmg isn’t_eéverything; it's the only thing.” The tendency to"
extreme unhealthy competltlon has been termed hypercompet/t/ve

hlghly aggresswe personallty type that |s charactenzed as “movmg aga
people”. In her view, some people have a need to compete and win at
cost as a means of maintaining their self-worth. These individuals’ are Ilkel
turn any actuvnty into a competition, and they ‘will feel threatened if they
themselves losing. Researchers have found that men ‘and women who s
high on the trait of hypercompetitiveness are _more narcissistic and }
psychologically healthy than those who 'score low on. the K

Hypercompetitive .individuals generally. believe that winning lsn’t evelyth:
it's the only thing”.
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3. Read the text below and answer the question: -

o What do competition and playing football have.in common?

Competition. Think-of it like football or any other competitive team sport. The

more teams there are, the harder-and smarter. all teams have. to work-to:play

the best. game: and . please.the audience at thesame time. Compétition

encourages change and thereby helps to keep. business exciting. Because

the market is constantly changing (just like the game), entrepreneurs:are

constantly taking risks (like the players).. However, just like a referee enters

the game -to:enforce rules :and regulations, the federal government: has ‘its
own regulatory agencies to keep business practices in check. Unfortunately,

government.regulations, or anything that keeps entrepreneurs from-entering

the market, will make it iless competitive.

4. Read the text below and answer the question.

o What do you think.is the message/mioral of the story?-

Once upon a time a king became curious and wanted to see how hell and
heaven operated. He was told. that: opportunity :in both hell and heaven were
the same. -

Both in hell and heaven there was this-huge broad table:on-which porridge
was served in.the centre, while people were: sitting on-each:side of this table
with a long wooden spoon to-serve food. The spoon provided was too long.
You could not neither serve yourself nor eat with:such a long spoon. Thus
people in the hell were simply angry and hungry as they could see the food
but could not consume it Their greediness kept.them hungry. -

The situation in the heaven was different. People were happily servmg food
to each other across the table with their long spoon. So each one received
the food served by another person across the table::In return the other person
served this person his day s.food. The emotion of serving others was the key
to happmess in heaven.

C. TRANSLATE INTO RUSSIAN }

1. Competition among the. many, in its- perfect. form, means many small
buyers and sellers, none.of whom is too large to affect the market as a whole.
With many; small buyers or sellers each will simply respond to market
conditions. No buyer or. seller will have “market power” or monopoly power”
big enough to have any notlceable influencé on market prices, or on the
quantities of things being produced and exchanged In this case, the only
way for a seller to gain a competltrve advantage is to produce the best
possible product o

2. Monopolistic competltlon A market lS sard by economlsts to operate
under conditions of monopolistic ‘competition if it satisfies four condrtlons
three of which.are the same as .under perfect competition: (1) numerous
participants — _that is, many. buyers.and sellers, all of whom are small; (2)
freedom. of exrt and entry, (3) perfect rnformatlon ‘and (4) heterogenelty of
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products — as far-as the buyer.is concerned, each selier’s product is at le f
somewhat different from every other’s.
-Notice that monopolistic competition differs from perfect competmon in o
one: respect (item 4 in the definition).  While under perfect competition
products must be-identical, under monopolistic competition products di
from seller to seller — in quahty, in packagmg, orin supplementary servi
offered. - ,
3. . Three kinds of economic competltlon Economlsts dtfferentlate thr
forms of: economtc competition in terms of its scope. The most narrow-form
direct competition (also called category- competrt/on or:-brand competitio
.where products thatperform the same function compete against each oth
‘For example, a brand of pick-up trucks competes with several" differes
brands of pick-up trucks. The ‘next form is substitute competition, wheg
products that are close substitutes for one-another compete For exampl
‘butter competes with margarine, mayonnaise, .and-other various sauces a
spreads. The broadest form -of ‘competition- is - typically called  buadi
" competition. Included in this' category is anything that the consumer:mi
:want to spend . their available money on: For example, a: familythat h
© $20,000 available may choose to spend it on many different items, which
all be seen as competing with each other for.the family's available money. -

UNIT4  THE FACTORS OF THE PRODUCTION OF WEALTH

Text4.1 - o
The Three Classical Factors of Producti
“All else passes away, the land only remai
An ancrent sa
(1) Introduction. Things we have to work with in order to achieve our goals
referred to as resources. When resources are used in the production of go
and services they are called inputs into production, or factors of production.
~ There are thousands-of different kinds- of factors ‘of ‘production
everything from the’ electricity ‘that runs: the machlnes ‘to"‘the paper {
packages the products. They can be classified in‘many ways The three
categories ‘of productive factors — “the classrcal triad” — mcluded |n
classifications are: fand, labour, and caprtal '
" The fourth factor of production often included in such classrﬁcatlons
entrepreneurship. Technology is sometlmes identified as a factor.of producth
-too, but it can be argued that technology forms part of capital and la
-'(entrepreneurshlp)
; Slmllarly, all resources can be grouped into those that are natural (lan
‘ 'manufactured (capital), and huran (labour, entrepreneurshtp)
(2) Land is defined as the “gifts of nature” — everything in the universe th
not created by human beings. It includes more than the mere extension,
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sthat is the solid- surface of the earth. Air,-sunlight, forests, soil, “the contents of
-the earth” — water:and minerals — are all- classified as land;, as are all
-manner of natural forces ‘or opportunities that are not created by people.

Most of the land in‘the world is scarce. It has €économic value and is owned
by somebody — individuals, Businesses, other ' organizations, or
"governments. . The price pald for the use of land (that is, the income recelved
by the owner of the land) is called rent.

" It should be noted-that natural reséurces fall into two large groups

renewable or,-otherwise; living- resotirces that can reproduce themselves —
such as fish or trées; and- exhaustible or nonliving resources that do not
reproduce themselves ' — e.g.. metal ores, oil, or coal. In'both cases, we face a
trade-off between how much we use now -and what we have to use for the
future, though-the rate at which we use up non-renewable resources must be
most carefully considered. We can affect that rate by conservation (use less),
or by reusing (recycling or reclaiming) a particular product orf material: -

(3) Labour. To make the gifts-of nature 'satisfy our needs and desires, human
beings -must-do ‘something “with ' the ' natural- resources; they- must exert
thenisélves, and this human exertion in production is called: labour. Everything
‘that people do"to-convert natural-opportunities into human ‘satisfactions' —
whether it involves the. exertion of -brawn, or brains, or both'—= is' labour; to the
economist.-Most simply: put, labour-is the:productive. resource-¢onsisting -of
the physical or mental work that:people do in producing goods and services.

Wages are ‘the: payments. ‘people receive when they sell theirtime:and

efforts (labour) for.:a price. The wage:rate-is “the price of: a unit: of labour”.
There are:many different kinds of labour.:Some labour is' unpleasant, some
is not: Some kinds.sell for low prices, others sell for high prices. Doctors and
lawyers sell highly skilled labour and receive high “wages”. The. efforts -of
unskilled mill workers and migrant farm workers are not valued nearly so
highly.. Their labour sells for a much lower price (wage rate). But both are
selling labour — thelr own tlme energles and efforts — in the “labour
markets”. ;
(4) Capital.* Whien the stuff of nature is worked up by labour into tangible
goods' which satisfy human desires and have exchange value, we calt those
goods wealth. When some of the wealth is used to: produce more wealth,
economists refef té it as capital. -

Capital is the life-blood. ‘of capltallsm Economists of the cIassucaI school
beginning - with Adam: Smith, . developed -the earliest. theory: of capltal
according :to whuch capltal arose. out of the excess . of: productlon over
consumption. .

Capital's pnmary role in the economy is to lmprove the productnvnty of labour
as it transforms the natural resources of land into' wants-and-needs-satisfying
goods. Capital makes labour more productive. Workers use. tools .and
machinery to become more productive and increase their output. Without
capital all production-would be done by hand.
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Capital can be thought of as falling into two. broad forms: Money,
financialfinvestment capital is a fluid, .intangible form of capital used;
investment. Capital goods — i.e. real or.physical capital — are tangible i
such as bulldmgs machinery, - and .equipment produced and used in
production of other goods and services. Money capital is raised by s
stocks and bonds in order to finance the acquusutlon of real capltal -or ca
goods.

Since- capital goods produce goods for future consumptlon but are
themselves consumable .items, they are contrasted. with consumer g
which are bought for personal or household final use. In this sense,.
_ goods can be considered a form of deferred consumption, or future goor
goods of "hrgher-order Producing - more . capital goods and fi
- consumption goods is the basrc act of investment and the primary mean

achieving economic growth. .. v

it should be noted.that "capltal is 'an extremely vague'term whose mea

- largely.depends on.the context in which it is used: Thus, in classical.econ

theory, capital:does not refer to the business:sense of financial capital —

- money. Rather,:it-is -short-hand for real capital, physical capital, and ca

. goods- . the terms that -are used-almost.-synonymously in :traditi

-,.economic :analysis. They all refer to the stock of already/previously-prod

.. durable goods that are used as a means of productlon to manufactur
produce other goods — now-and in the future. -

. -In. finance and accounting,- capital generally refers to ﬁnancnal wi

especrally that used- to. start or maintain a business. Land is often referr

-as; “capital” too, in the sense that one can buy land.and use it as'a “ca

-investment’ while a:combination of land and capital as we have defi ned L

-here is often referred to as “real estate”.

-~ In- business,. a distinction:-is .normally made between fxed capltal'

working .capital. Fixed capital is durable, examples being. factories, off

equipment, machinery, new technology :and so. on. Working capital
inventories) is circulating capital that is used up quickly in the produ

. process: such.as raw materials, -stocks of finished and semi-finished. g

that we be economically consumed -in the near future or erI be made'i

finished consumer good in the near future. :
Capital may also be classed as specialized, such as rallway equrpme

- unspecialized, such as lumber or other raw materials having many uses.

Capital can also be private: or social.: Private ‘capital is usually. owne

-individuals :and private business organizations. Social:capital is usually ¢

by the state and is the infrastructure of the economy, such as roads bri
. schools -and hospitals.

© The income earned by capital is mterest the counterpart to the wages
rent earned by the other factors of productron

*Important note: Earlier |Ilustrat|ons often depucted caprtal as’ physucal items, sudi
tools, buildings, and vehicles that are used in the production process. Since at least
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- 1960s economists have increasingly focused on more specific, mostly intangible, - forms of

capital such as "natural capital’ (ecologies, environment), “individual capitaF(talent, inborn
skills), “*human capital’{acquired skills), “social capital” (inter-personat trust and social
connections), ‘“intellectual ' capitafl’(know-how),“political capital’ (political influence or
conuption). Some theorists argue that, when attached to “capital” as prefixes or. modifying
adjectives, the words “intellectual”, “knowledge “human” and the like often conceal more
than their use can reveal, and may thus do more harm than good in economic analysis.
As a resuit, the temm capltal is a concept of confusion in modern economics, and care
must be taken in its use to be sure what it means.

A.EXERCISES

1. Decide whether the following statements are true or false

General

1. The production of goods requires the mput of some resources.

2. Classical economics distinguishes between three factors of productlon

3. Economic resources are inputs to produce goods and services.

4. The factors of production can be classified in many ways.

5. People are one of the factors of production.

Land

1. Land is a free gift of nature.

2. The payment for land is rent.

3. There’s a finite amount of land on this planet. ‘

4. Allimprovements to land are capital because they are the work of man.

5. Land includes some natural resources, such as mlnerals forests, water
and unimproved land.

Labour o

1. All human effort is “labour.”

2. Labour includes all forms of work. -

3. The payment for labour is a wage.

4. All kinds of labour sell for low prices.

5. All forms of human: actlwty require tlme and effort.

Capital -

1. Capital is all forms of money. :

2. Capital is the “produced” factor of production.

3. Capital is used as inputs for further production.

4. Working capital inciudes finished goods waiting for sale.

5. Capital is used to assist labour in the production process.:

6. Capital goods are productive resources used to produce other goods.

7. Financial capital is what is required to fund the acquisition and
maintenance of real capital.

8. Physical capital is wealth in the form of physical assets such as bu1ld|ngs
equipment, and inventories.

2. Choose the most suitable word: )

1. The fourth factor of production often included in classifications is (mformatlon,
entrepreneurship, technology).

2. Natural resources that do not reproduce themselves are called (renewable,
living, exhaustible) resources.
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3. The wage rate is “the price of a (piece, rate, unit) of labour”. .
4. Capital’s primary role in the economy is to i |mprove the productlwty of
(land, labour, people).
5. Money capital is raised by (buying, purchasing, selllng) stocks and
bonds.
3. Fill in the blanks:
A. 1. There are essentially ... factors of production.
2. Land includes all natural resources, as well as ... itself.
3. Resources are of four types: land, labour, capital, and entrepreneurial...
4, Capitatis all forms of means of production: factories, machines, and ..
5. Capital refers to products such as burldlngs machinery and equipment . th ¢
are usedin .
6. Goods that are produced ‘and then used to produce other goods
- services are called .. ,
7. The physical and’ mental talents that people contrlbute to the
production process is called .. :
8. The inputs used in the productlon process are called.... by economists. 4

9. Financial capital is the term given to the stocks and .. lssued rn ord
to finance the acquisition of capital goods.
10. Wealth used to produce more wealth is called ..

pmductron four caprtal(2) equrpment land, skills, Iabour factors bonds ‘
B. The category of “...(1)" includes all natural resources. These nat
resources include the ...(2) itself, as well as any minerals, oil deposits, tim
or water that exist on or below the ground. The labour ...(3) consists-of
physical and intellectual ...(4) provided by human beings. The resource cal
“...(5)" consists of the machinery and equipment used to produce ...(6). N
that the use of the term “...(7)" differs from the everyday use of this .
Stocks, bonds, and other financial assets are not capital under this deﬂni
of the term. Entrepreneurial ...(9) refers to the ability to organize produ
and bear ...(10). . .

risks, term, output, output, input, services, capital(2), /and(2)
4, Complete the sentences:

1. Resources are items used to ...

2. Land is referred to as ...

3. Labourrefersto ... .

4. Labour is the effort .....

5. A factory with machines is ...

6. Consumption goods provide ... .

7. Entrepreneurial activities almost always ...

8. Capital consists of produced goods, such as ... .
9. Capital goods are human-made goods which ... .
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{. How many factors of production are normally-defined by economists? -~
2. Briefly define each factor of production. o
3. What is wealth? Give an example.:
4. How do capital and labour: differ from land?
5. What is.profit/rent the payment for? i
6. What factor of production-gets the profits?
7. What is the true nature;and role of profit?
8. Could the free market system work without profit?
9. Capital takes many forms, doesn't it? Name and define some of them
10.What is a critical distinction between real capital and financial capltal’?
11.Why do wages differ for different types of labour?
12.Neo-classical economists maintain that productive resources are lrmlted Is
it true.or is it:a myth? Prove your point-of view.

6. Render the contents of Text 4.1 in Enqllsh

7.Identify:

o examples of natural resources human resources, and capital goods used
in the production of.a‘given product.

s the capital.thatis needed:to build a cottage.

8 Comment on the following statements:
s “Ajob.doesn't have.to be unpleasant or painful to be:ajob.”

o ‘If the work one has /s unpleasurable then /t is not work. it is labour ?

' B FURTHER READING
1. Read the text below and answer the guestrons
o What.is human-capital? = -+~
o What is the difference between human capital and physrca/ capital?
Human -capital, 'in" the broader sense of the ‘word, is ‘the knowledge,
experience, and training that make labour more-productive. It is the quality of
labour resources whrch can be improved through rnvestments educatron and
training. -

In the narrower sense’ of the word, human capital is the economic wealth or
potential contained in & pérson, some of it endowed at birth, the rest the
product of training and-education, if only in'the university of life. It is the set of
skills-- which..-an. empfoyee acquires- on the job, through training and
experience, :and: which:increase that employee’s value in the marketplace.
Therefore;. mvestment in: skrlls and educatron can be viewed as bulldlng up
"human capltal '

As a produced" resource, it is conceptually comparable to standard
physrcal capital and thus-can be viewed as a kind of ‘equipment”. The
primary difference is that human capital involves the . transformation of a
human, whereas physrcal caprtal involves the transformation of nonhuman
materrals
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2. Read the text below and answer the followmq questions:
e What is social capital? .
o What are its positive and negative effects on the economy?
Social capital refers to the connections between individuals and entities
can be economically valuable. It is an invisible -glue of relatlonshnps an
institutions that holds an econorny together. '
Social networks that include people who trust and assist each other can
a powerful asset. These relationships between individuals and firms can le;
to a state in which each will think of the other when something needs to
done. Along with economic capital, social capital is-a valuable mechanism i
economic growth. For example, if you know someone at a company whe
you are applying for a job and this connection helps you get the job at thy
company, you have used social capital. :
Social capital can also have negative effects. For éxample; if a soci
network is used for manipulative or destructive purposes that will affect t
economy negatively, such as when a group colludes to fix market pnces

C. TRANSLATE INTO RUSSIAN

1. The classical triad. The classical and now “old fashioned" economists
the nineteenth century followed the reasoning first laid:down by Adam Smi
that there were three and only three factors in.the production of wealth: Tho
three factors were land, labour, -and capital. To these early economists; t
was like saying to the mathematician that two and two makes four. -~ .
In his Progress and Poverty (1879), Henry George wrote: “Land, labour, a
capital are the (three) factors of production. The term land includes all natuf
opportunities or forces; the term labour, all human exertion; and the te
capital, all wealth used to produce more wealth. In returns to these: th
factors is the whole produce :distributed.” ‘His conclusnons seem to be
sound today as they were when he wrote them. :
2. Land, labour; and capital: a natural sequence. It would -seem to be
accident that the factors in production are quite generally mentioned in
order of land first, labour second, and capital third. There is a natural logic
this order. Land was here ages before man arrived on the scene, and-land
be here ages after man has disappeared. Labour came along as man
evolved, and in time was exerted on land and the products of land to prod
wealth. Capital, that is, wealth used to produce more wealth;-could be m
only after wealth- had been produced by the application.of labour to.la
There is a natural sequence, @ natural order in time in which these th
factors-came into being, an order which emphas:zes the very lmportance
timelessness of land. .
3. Land. Naturally there can be no productlon W|thout labour leeW|se th
can be no production without land. That is self-evident in agriculture, ca
raising, forestry, and-the mining of natural resources. But it also holds just
true in commerce, industry, transportation, banking, insurance, and ol
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service activities. For all business activity requires-land; a place, a spot, a site,
a location, so many acres or square feet of the earth’s surface on which to
operate. The factory, the office building, the retail store, the raiiroad, the bank,
need land on which their structures may be located and their activities may be.
pursued. ‘Without land -no human being can live; without land no human-
occupation can be carried on. How simple and basic a truth it is! e

4. Production. In microeconomics, production is simply the conversion of
inputs into outputs. It is an economic process that uses resources {0 create: a
commodity that is suitable for exchange (can be sold for money). This can
include manufacturing, storing, shipping,- and packaging. Some economists
define production broadly as.all economic: activity other than consumption.

They see every-commercial actrwty other than the fi nal purchase as some
form-of praduction.

Production is a-process, and as’ such it ‘occurs. through time and space.
Because it is:a‘flow concept, production is measured as a “rate’ of’ output per
period of time". There are three aspects to production processes :

» ' the quantity of the commodity produced; »
o the form of the good produced;
» - the temporal‘and spatial distribution of thé commodlty produced.

A production process is efficient if a given quantity of outputs cannot be -
produced -with .any less inputs. It is said to be inefficient when there exists
another feasible process that; for any given output, uses‘less inputs. The “rate
of efficiency” is simply the amount of (or value of) outputs divided by-the -

amount of (or vaiue of) inputs.

Text 4.2 ' .
- : Entrepreneurship
“‘Nothing venture, nothing have.”
“No pains, no gains.”
: . English proverbs
(1) What is entrepreneurship? . Entrepreneurship (or, - otherwise, .
‘entrepreneurial ability’, “enterprise”, “individual capital’, “management’, or
just “leadership”) refers to the unique.talent that- some people have: for
organizing inputs into the production of goods and services. ‘The success
and/or failure of a business often depends on.the quality of entrepreneurship.
Some. economists mention entrepreneurship as a fourth factor  of
production. However, this seems to be a specialist form of labour or “human
capital”. When dtfferentlated the payment for this factor of productlon is

called profit.
(2) What is an entrepreneur? People who demonstrate entrepreneunal abtllty
are called entrepreneurs. The entrepreneur is a farsighted resource-manager

who brings together the other three factors of production, gets them organized,
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and directs them .into socially desired production, while taking risks with hi
money and the financial capital of others who are willing to share the risks.

Put most simply, the entrepreneur is the one who decides what to prod
and how much, which inputs to use, and all. that; who hires and pays:
owners of the labour, land, and capital. The entrepreneurs hope that if t
produce the right amounts of the right things and do it efficiently,. they
make a profit. If they don'’t, they won't. They will lose. Their loss is th
“punishment” for using society’s resources in ways the socrety didn’t want
resources to be used. .

(3) What the entrepreneur is not. Many economic texts suggest t
entrepreneurs. innovate, introduce new  or improved  products:. a
technologies, but this is not generally true. Most entrepreneurs.: just cof
other businesses or ways of production. However, any new: product-
innovation needs an entrepreneur to bring. it to the market, who; at that, tak
risks with: their own money -and the fi nancral caprtal of others sr ,
uncertainty is everywhere. S

In addition, contrary to popular belref entrepreneurs aren't generaIIy hrg

risk takers when they can't affect the outcome of the situation..They:tend
set realistic and achievable goals, and when they do take_risks,:they’
_usually calculated ones based on facts and experience, rather than instinct
. Entrepreneurs are participants, not observers; players, not fans.-More-oft
than not, they are driven not by the need to make money, but by-the need
make their dreams a reality, and money is a byproduct of an entrepreneu
motivation rather than the motivation itself.
(4) The entrepreneur’s role in the market economy. Entrepreneurs occ
a central position in any market economy, activating and stimulating
economic activity. The most dynamic societies in the world are the ones
have the most entrepreneurs, plus the economic and legal structure
encourage and motivate entrepreneurs to greater activities.

It's entrepreneurial energy, creativity and motivation that trigger
production and sale of new products and services. It's the entrepreneur
seeks opportunities to profit by satisfying as yet unsatisfied needs. It's
entrepreneur who seeks disequilibrium — a gap between the wants
needs of the customers and the products and services that are -curre
available — and finds a way to fill that gap. i

Because entrepreneurs create all wealth, all jobs, alI opportunrtres and
prosperity in the nation, they are the -most important people in a: ma
economy — and there are never enough- of them. Are you ready to ]orn t
ranks/forces? .

(5) What does it take to become an entrepreneur? Just who is
entrepreneur? While there’s no single entrepreneurial -archetype, ‘ce
common traits indicate an entrepreneurial personality. For instance,.thére’
great :deal of truth to the notion that entrepreneurs are bom, not ma
Although our upbringings, belief systems, education, training and developm
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our ‘ultimate behaviours; -our. ‘core personalities remain relatively '

wonstant throughout -our lives — that is, the' entrepreneurial -adult first often
.appears as an entrepreneurial child. And although it's far from a necessary
. jngredient for entrepreneurship, the need to succeed is often greater among
. those whose backgrounds contain an extra struggle to fit into socrety

Entrepreneurs are.future-oriented: they believe that success’is possrbler énd

_are willing to risk their resources inthe pursuit of profit. They are fast moving

- and flexible, willing to change quickly when they get new information.

Entrepreneurs are persistent and determined to succeed, because their-own
money and ego are at risk. Entrepreneurs-are capable of dealing effectively
with the legal and: governmental. requirements of -business. Most
entrepreneurs who reach their goals are often natural leaders-and strong
problem-solvers, and they work well under pressure. They. continually seek
ways to offer their products and services in such -a‘way: that they're more
attractive than anything else available. They have a natural mstmct for the
financial condition of their businesses.

For those who ‘don’t-have this type of personalrty — whrch is most of the
population. — it -is- critical to understand- the requirements: for being- a
successful entrepreneur..Only then will. you be"prepared:to’ create the right.
team for the:endeavour. The-key to success is selection:iyou must select an
opportunity that suits your personality, then hire or select the right people —
that is, the people who excel in the areas where.you're lacking — to surround
yourself with.

And finally, .to-be an-entrepreneur is-to be an-optimist, to believe that with
the right amount of time and money, and:a bit of luck you can:do :anything to
make your dream come.true.

A EXERCISES -

1. Decide whether the following statements are true or: false

1. The entrepreneuris a risk taker. :

2. Entrepreneurship is a subcategory of labour.

3. There's no single entrepreneurial archetype.

4. Profits are the primary goal of entrepreneurs:

5. Entrepreneurship-is a scarce human resource. :

6. Most entrepreneurs have very similar-personality traits..

1. Profit is the payment which goes. to the fourth factor ‘of production. '+ -

8. Some economists do not regard entrepreneurs as a. specialist form of
labour input.

9. The fourth factor of production often lncluded in most classrf catrons
is technology.

10.Atany given time a limited amount of labour, capital, and
entrepreneurial ability is available on this planet.

2. Choose the most suitable word/phrase:
1. Entrepreneurs are (born, not made; made, not born).
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(All, Most, Some) entrepreneurs work well under pressure.
Generally, entrepreneurs (are, are not, not are) high-risk takers.
. Entrepreneurs are often (constant similar, strong) problem-solvers. -
. Most entrepreneurs (introduce, lmprove copy) other ways of productlo
. Fill in the blanks: .
The payment for entrepreneurial talent is called ... _
-Entrepreneurial adult first often appears as an entrepreneurial ... .
Some economists consider entrepreneurship to be a specialist form of e
Entrepreneurship refers to the ability to organize production and bear ..
Entrepreneurial talent is the ... of a business organizer to put together all the
necessary ... to make the production of goods or services .

ORWONSRO BN

ability, profit, nsks child, labour, resoumes pOSSIb/e
4. Complete the sentences:

1. An-entrepreneur is someone who ..
2. To be an entrepreneur is, first of all, to be
+3: The most dynamic societies in the world are the ones that... .
- 4.-The entrepreneurs hope that when they sell the product they ..
-5..Entrepreneurs normally seek disequilibrium — a'gap. between and

5.-Answer the following questions w:thout Iookmg back at the text: -

A:1.Who is an entrepreneur? :

2.What does it take to become-an entrepreneur’7

3. What makes entrepreneurs such an integral part of a prosperous econom‘
- 4-\What are the basic requirements for being a successful entrepreneur?
-5. Entrepreneurs aren't born, they are made, aren’t they?

6. What qualities do most entrepreneurs have in common?

7. Specify some common traits that mdlcate an entrepreneurial personality.
8. What is profit a payment for? :

9. Could the market system work without profit?. = - '

10.Wouid you invest your savings |n some development prOJect wnthout any

profit incentive?

B. 1. Do you like to work under pressure?

2. Are you cut out to be an entrepreneur?. ‘

3. Do you have what it takes to bea successful entrepreneur'?

6. Render the contents of Text 4.2.in English. ‘

7. Comment on the foIIowmg Engllsh Qroverbs

¢ “No pains, no gains”. R

. ”Nothlng venture noth/ng have
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. .~ B.FURTHER READING -

1. Read the text below and answer the questions:
o ‘What was risky about the idea of opening up an iceé cream store?’
o -‘How much did Ben and Jerry-originally invest into their business?
An ice cream store venture. Ben Cohen and Jerry Greenfi eld are the
entrepreneurs who took the risk to open up an ice cream store. They are the
ones who got the money, found the place, developed the recipes, and opened
the store. What was risky about this? They ¢could not be sure that their store
would sell enough ice cream to pay them back for all the costs involved in
getting the business started. Did they- get: their $12,000 back? Well, you be
the judge.-Last year there were 756.people working at Ben & Jerry's, there
were 337.Ben & Jerry's stores, and the company gave away over a mrlhon
dollars to various charitable causes.

2. Read the text below and answer the followmg question:
. What.is a key fealure that makes an entrepreneur great? :
What makes'an. entrepreneur great. Great entrepreneurs and executives
aren 't always: charismatic, good |ook|ng or particularly well spoken They don't

oorrelatlon between great education and success it isn't the educatron that
.creates the talent. The education, when it exists in an entrepreneurs resume
is a product ‘of the same key trait that makes an entrepreneur great. !
The trait can be described in lots of-ways, but somé-think the number one
thing is a results orientation. Entrepreneurs get ,stuff done. When an
. entrepreneur is missing- from the’ office you can te Things move more
slowly. The focus shifts from.action to analysis. The rea entrepreneur is a self
starter who knows when he wakes up in-the moming jost-éxactly what needs
to be done and he starts doing it. No one has to tell hrm The rest of us need
to be told. Some of us just don't think we do.
3 Read the story and answer the following question:
. What suggestion did an Enghsh econom/st make in 19667 G/ve h/s
‘reasons.
A new factorof productron According to economic theory, a "factor of
- production™ is something that -used to- create value and -economic
performance. In 1966, in a lecture at Medway College, Kent, UK, Len Rogérs
suggested a new factor of- productlon = information. He argued that it was
possible to possess land; labour.and capital but “know-how” - especially in the
exponentially increasing téchnologic environment,: was an essential factor. He
" gave as a current example, the production of nuclear devices.
4. Read the text below and answer the following: guestlon
-« What's your personality type? N
Personality 'counts. As is widely  known; some entrepreneurs become
multimillionaires, others do' moderately well, some barely ‘survive, and many
don't make “it. Does- personality matter *in  becoming a successful
entrepreneur? Recent studies say yes, successful entrepreneurs share a
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number of common personality traits, and these traits are the predominan
indicators of their success-outweighing ‘education, family ties, skills amn
experience. Moreover, people-who choose business ventures that are in ling
with their true personalities tend to experience the greatest level of succe
. and fulfillment.

The research results show that people basically come in two opposingj]
types: Generalists and Specialists.

. Generalists are strategic thinkers. They are big -picture-oriented, - prefi
envuronments where they can use their results-driven nature, enjoy autonom
and independence, and are stronger risk-takers.

Specialists are tactically oriented, prefer being responsible for areas. withi “

their areas of expertise, are more .detail-oriented, and prefer environmen
that provide both security and stability. They are typically more risk-averse,
unless they are working within their.area of expertise.

Generalist personalities will have .a dominance factor that is much great
than. their compliance factor. This is the source of their need to:win -and-thei
belief that they are always right. They are therefore self-confident and able t
assume risk, -

The Specialist personality has a compliance factor that is much greater tha
the dominance factor. Therefore, doing things by the book-following: rules
policies and procedures — is-more important to them. They: wnll try: to
everythmg nght which means avoiding risks:

C. TRANSLATE INTO RUSSIAN
1. Hlstory Until the twentieth century, proﬂt was assigned to the capitalist.a
frequently conflated with- capital. In the classical view, it .is precisely: th
. function rather than interest was attributed to ownership of capital: But.in 191
Joseph Schumpeter, in The Theory of Economic Development, featured t
revolutionary role of organizer and innovator and contrasted it with that of
conservative financier, thus vividly distinguishing .the entrepreneur from t
capitalist. The entrepreneur’s role in this view is not merely that of manag
.-andrisk-taker; but also. of visionary — someone .who seeks as much
destroy the old order as:to create something new. Since innovation usual
requires destroying old ways of doing things, Schumpeter gave it the na
‘creative destruction”. . Profit is .now :assigned to entrepreneurship,
innovation. With:the rise. of “venture capitalists” and other. financiers. willing
take on more risk and.do more for innovation in the hope-for supernorm
returns, the distinction between capitalist and.entrepreneur has again becol k
fuzzier. Now there are entrepreneurial financiers as well as. entrepreneuri
producers and distributors.
2. Factors of production.. . Goods that are used to produce other goods
. services are .called economic. resources (and are also known as. inputs
; factors of production). - ‘These - _resources -are often categorized into..th
. following four groups: Land, Labour, Capital, and Entrepreneurship.
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%Jhe category- of- “land”; includes - all--natural resources: “Theése’ natural
resources include the land itself, as well. as any minerals, oil deposits, timber,
or water.that exists on or below the ground. :This category is sometimes
described- as. including only the “free. gifts' of nature”, those resources that
adst independent of human action. : '

The labour input consists-of the physical and intellectual services provided
by human beings. The resource called “capital” consists of the machinery.and
equipment used to produce output. Note that the use of the term “capital’
differs from the everyday use of this term. Stocks, bonds, and other financial
assets -are not capital under this . definition of the term. Entrepreneurship-is
mostly the ability of organizing the other factors of production-and risk-taking. -

UNIT 5 DEMAND AND SUPPLY .

Text 5.1

-Demand

“Much will have more.?
“Appetite comes with eating.:
. . ) . L .- English proverbs
(1) Introdduction. An old story says that if you want an educated economist”,
al you have to do is get a parrot and. train the bird to say. supply and
demand” in response to every . questron ‘about ‘the economyI Not smart
enough, but'it's quite true that the. theory of supply and demand, along w;th
the price theory is a central part of economics, the. very heart. of the market
system. Supply and demand are the two key forces in a free market, ‘while the
two fundamental variables are price and quantlty Let's start the dlscussmn of
the two concepts with demand as it |s a more snmple concept to understand
than supply.
{2) The concept of demand. Each of us buys somethlng because we want to.
The more we want somethlng, the more we are likely to pay to get it. The
more we would pay for it, the higher is our demand for it. If you aren't ready
to give up. anythmg (any money) for something, then you:have no demand
for it. You'may have_some desire for it. But if you aren't ready to pay a price
to get it you do not demand it. ‘Desire? Yes. Demand? No. . .

To emphasuze this _point’ economrsts ‘use the term effect/ve demana — that
is, the demand backed up by. abrlrty to pay, and not just based on ‘want or
need. (When there isa wﬂlmgness to purchase a good or service, but where
the consumer Iacks the ‘real purchasing power to be able to afford the
product, or where a partlcular product cannot be met by existing suppliers or
is temporanly suppressed economists speak about /atent demand.) :

Demand, thus, is the amount of a good that consumers are willing and able
to buy at various or, to be more precise, at al! possible/alternative prices over
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a certain period of timefin a given period of time. The source of wrlhngness
wants and needs, while the source of ability is mostly income.
(3) Demand is “a propensity to buy”. The “demand” for something does
mean “how much of it people are buying.” It only means “how much o
people would be buying if ... ". If what? If the price happened to be, say,
or $10 or $30 or maybe 50 cents. So “demand” in eca nomics doesn't me
what- it normally means to most people. In economlcs |t really mea
“propensity to buy”, — that is “how much | would buy, if. . :
(4) The Law of Demand: higher price, smaller quantlty, lower pri
larger quantity. If you have a demand for something, that means
requirements are being met: (a) you want it, and (b) you are willing and a
to spend some money to get it. However, whether or not you actually will b
depends on how high the price is. (You may be wiling to pay to
something, but you may not be willing to pay a price which you think is t
high.) And the hlgher the price, the less of it you will actually buy; conver:
the lower the price, the more of it you will actually buy. _

You know it is true from your own personal experience. Right? And so
already know the faw of demand which says. “The quantity demanded of a g
is inversely related to its price, ceteris paribus’. In plain English, it sim
means that people would buy more of something at a lower price than t
wauld at a higher price, with all else equal/(with) all other factors h
constant/unchanged.
(5) The three ways to vnsualize the Law of Demand There are variof
ways to capturelwsuahze ‘the relatlonshlp ‘between price " and
quantity/amount of a product that people will/would buy As was stated abo
this relationship is inverse or indirect because as price gets higher, people
want less of a particular product, and vice versa. )

Mathematically, one can say that quantity demanded isa functlon of p'
with all other factors (besides price) held constant, or:

Qd = f(Price, other factors held constant). .

A more elementary way to express the relationship is to represent iti m
tabular form (in the form of a table/chart). The numbers in the table on the |
- - reflect the way people will behave at e
i ADemand Schedule . price, i.e. the amount of “widgets” (imagi
D : Number of ° products) they will buy as'their price goes,

Prrce of deets ... ror down. For example, when the dem?
Wldgets People Want to . ‘price decreases from $4.00 . to $1.00, |

E " quantity demanded increases from 40 to 1
. widgets because buyers are normally wil
~ ¢ and able to buy more at’ lower prices. |
.. demand for a’ good thus can ‘be thoug
iasa schedule of prices and: quantmes in
+ mind of the buyer.’




(6) The demand curve. The same information can also be: plotted on a
graph, where it will iook like the graph in Figure 1. The demand curve labeled

DD in Fig. 1 is nothing more than a graphical representation of the law of .. " ;
demand. It shows the relation between the demand price measured/plotted
on the vertical axis, and the amount of a good one or more consumers are. - .-
willing and able to buy at different prices measured/plotted on the horizontal -

D2

. Qdi<— — Qd——> Qd: o o
Figure 1.A Change in Quantity Demanded» 'Flgure"Z'.'AShift in Demand

axis. The typlcal demand curve slopes downward from Ieft to right. For ba8|c
analyses the demand curve is often approxmated asa stralght line.
) Understandmg the demand curve. The negative (downward to the right)
slope’of the demand curve 'graphically illustrates the indirect law of demand
relation between demand price and quantlty demanded, i.e. if price rises, the
quantity demanded (not demanid!) will decrease and less will be purchased in
a given period of time; if price falls, the quantity demanded will in¢crease, and
more will be bought in a given period of time.
(8) Movements along demand curves vs shifts in demand curves. As
described above, a demand curve shows the relatlonshlp between the price
of an item and the quantity of that item demanded over a certain penod of
time. Any increase or fall in the price of a good results in a movement along
the existing demand curve for the good- from one’ ponnt to another (either
upwards or downwards), but not in a shift of the eX|st|ng demand curve from
one position to another on the graph/plot (elther to the left or to‘the nght) ln
other words, thoiigh price is the most important determinant of demand, any
changes in price only cause the quantity demanded to change but the entlre
demand schedule remains the same.
(9) Demand-shifting factors. A given demand curve shifts either to the left
or to the right (mwards or outwards) only if there is a change in the entire/total
demand as a result of a change in or due to any factor other than the price of
the good. These non-price influencing factors are sometimes called the
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conditions of demand or. demand determinants, some of the most important ¢
them being income; taste, prices of substitutes or complements, .expects
future prices, information, seasonal changes, and number of buyers.
In the diagram above (See Fig.2) a:decrease in the entire- demand ha
shifted -the demand curve to the left, the new demand curve being" D1 '
outward shift in demand (i.e. to the right) takes the curve to D2.
(10) Individual, market, and aggregate demand. As was stated above,
demand for a good is a schedule indicating the quantities individuals ard
willing and able to buy at all possible prices, everything else remaining
constant. An individual demand refers to the quantity of a good a consumer ig
willing to buy and able to buy at all prices within a penod of time, with all othe
factors remaining constant. The market demand is simply the horizontal
sum/the sum total of the individual demands within the marketplace or, to pi
it another way, the sum of the amounts demanded by each of the individuals.
For example, if, at the price of $10, Bill wants to buy 10 units of the product
. Jose wants to buys 20 units, and Mary wants to buy 30 units, then, of course,]
~ the market demand is 60 units. If Jordan becomes a buyer and wishes to buy
40 units, the market demand rises to 100 units. Therefore, if there are more
buyers, there must be more market demand. .
Aggregate demand is the total demand for goods and services in the
economy during a specific time period. : . .
(11) Elasticity of demand. The demand curve shown in Fig.1 demonstrate
that at lower prices people would buy ‘more, and at. higher prices.would:bu
less. It means that the quantity people buy is very sensntlve/responswe to: thd
change . in price. Reduce the price and: .demand. increases: latent demand
emerges, and demand is attracted away from other goods.and services. Fof
example, if the price moves down from $4.00 to $1.00 per unit, the quant :
people will buy increases from 40 units to 100. Aunits. The economist would
say that the demand for wndgets in thls example is relatively elast/c or pn
elastic. ;
Elasticity means sensitivity, or respons:veness of buyers to. prlce changes
When used wnthout a modifier, it usually refers to price elasticity which is thd
percentage change in quantity demanded of a good or service divided by the
percentage change in its (own) price:
If the quantity bought does not.change very much when the price changeq
we say that responsiveress is low, and the demand is refatively inelastic,
price /nelast/c The degree of . .responsiveness - of quantity demanded
changes in. the product's price is reflected in the slope of the. demand curv
the higher (is) responsnveness the steeper. (is) 1 the slope. . .
(12) A few concluding remarks on termmology Broadly speakmg.]
demand is. a relationship between price and -quantity, . ceteris. paribus.
Because the relation between the price of a good and the quantity demandeq
is the. same whether it is represented in a graph, a table/chart, of
mathematlcal equation, economists often use the terms curve, schedule, and
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tion interchangeably: That is, we may refer to @ demand curve in a graph
the “demand schedule” or-“demand function”.-A second important point of
erminology:“is that -the word demand, when used all by itself, ‘can be
eonfusing. it has two different meanings.-Sometimes the word refers ‘to the
gntire demand: ‘curve (the entire relation ‘between price and thé” amount
. demanded), and sometimes to a particular quantity demanded (the quantity
 demanded at a particular price). To avoid confusion, it is best not to use the
‘word demand by itself but always to speak of eithef the demand curve or the
quanltity demanded, or one of their equivalents whichever is meant. =

A EXERCISES

1. Decide whether the following statements are true or false:

1 Demand is:.the amount of a good that consumers are W|II|ng and able to
buy at a given price. ‘

2. Latent-demand-is the abrlrty of consumers not just-to want but be able to
buy the product. - D

3. The quantity demanded of a good usually isa strong function-of |ts price. .

4. When price changes, the'result is a change in demand.

5. If price only changes, the demand curvefor a goad or service will not shift.

6. The term “ceteris paribus isa short hand” for all other varrables
remaining the same”. »

7. An.-aggregate : demand .curve is the sum- of rndrvrdual demand curves
for different sectors of the economy.

8. As the price of a well-defined commodlty rises, the ‘quantity demanded
during a given period of time rises too, ceteris paribus. .

9. The law of demand implies that the lower the price, the- greater the
quantity demanded, -and vice versa, ceteris paribus.
2. Choose the most suitable word/phrase:

1. 1f you are ready to give up-a lot of. money for something, then your
demand for-itis (small, low, high). - D

2. The law of demand postulates that thexr.elationship between price and
quantity in the mind of buyers-is (inverse, direct;:positive).

3. Demand is the quantities that buyers -are willing and: able to buy at (all,
any, given) alternative prices.

4. The. law:of demand postulates: that. (it thls there) 'is an . inverse
relationship between the price of a good and the demand for a good.

3. A change in price (always, never, sometimes). 'shifts the demand curve
for that good.

8. A number of factors may (cause, influence, reflect) the demand for a
product.

7. (When, Whenever, Unless) you are ready, WIIImg and able to pay a price
for something you do not demand it no matter how much you may want it.

8. Demand for a particular product or service represents how much people
- are willing to purchase at (one price, given price, various prices).
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9. (The gquantity demanded, The market demand, The. demand fo
good) is a speC|f ic amount that buyers are wulllng and able to buy at
price. - -

10.Demand changes when . one of the determmants of demand chan '
A demand change is illustrated as .a (shift of, a movement al
extension or contraction of) the demand curve. .

. Fill in the blanks:

. The term for “everything. else remaining constant” is .

. A change in price causes a ... along the demand curve

. A shift along the demand curve is referred to as a “shiftin ... .”

. A shift in any other variable except price causes a shift in the

. A shift in the entire demand curve:is referred toas-a *

. Demand is the expression of ... of a potential buyer to acqurre

certain quantities of an item for various possible prices. : :

. The law of demand is: represented graphically by a downsloplng

demand curve showing that when price decreases, quantity increases ...

. If any factor ... price changes, the demand:for the.good changestoo. .

. Demand is represented graphically as-a ... ;with price:on the vertical

-and quantity on the horizontal axis. ‘

~ OO bW =

w

movement/shiff, other than, ceteris paribus, and vice versa, downw

sloping curve, wrll/ngness and ability.

4. Complete the sentences:

A. 1. The demand curve slopes downward from ... to ...

2. The term ceteris paribus means holding-other factors constant or ...

. Desire refers to people's ... to-own a good.

. Demand little affected by changes in price is ...

. Demand sensitive to changes in price is said to be ...

. In graphing the demand for a good, price is .. along the vertical: axis.:

. As prices fall we see an ... of demand. If prices rise we expect to see a.

of demand, other factors remalmng unchanged.

‘8. An increase in‘household income will see demand mcreasmg, resu|t|ng i
shift of the curve to the ..

9. A table showing the quantltles of a-good that a consumer would buy at all
different prices within-a tlme penod is referredtoas a .

B. 1. An individual demand is .

2. The market demand is .

3. Latentdemand is ... .

4. Achangeindemand is ...

5. The quantity demanded is ... .

6. The demand curve is ..

7. Elasticity of demand means ‘

8. The determinants of the market demand.are .

entire demand cun/e' Shift in' demand the quahtity demandi

~NOOThA W
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5. Answer the following questions without Iookmg back at the text:
1. How can.you define “demand”? -

2. What is “demand schedule” and “demand curve”? .
3. What is the difference between a change in quantlty demanded and-a -
change in demand?
4. What factors can cause a shlft in the demand curve‘7
5. What does “the Law of Demand” say? =
6. What prices can be called elastic/inelastic? . - .
7. What are the various kinds .of elastncuty of demand?-
6. Render the contents of Text 5.1 in English.
7 Discuss:
o the distinction between “demand" and “desire” in economics;
» what would cause a movement along the demand curve;, :
« -what would cause the demand curves to shift to the right/ to the left. -

B. FURTHER READING
1. Read the text below and answer.the question:
o What is the difference ‘between demand and quantily demanded?

‘Demand-is-simply a schedule (or list) of prices and the quantity demanded
ofia-good at each-price. In order to demand one has to be both willing and
able to: buy the good. If one is not able to buy the'good, then they don't
demand, they are simply wishing they could have-it: The entire relationship
‘between the price of.the good and the quantity of thegood is demand and
can be illustrated on a graph with' a negatively sloped line (curvé). The whole
curve is demand. A particular point on the curve is the:quantity demanded 'of
a good or service that relates to a:specific price. The :demand curve tells us
the quantity demanded at each and every price. It also tells us the hlghest
price.one will pay for one more unit of the good. -

2. Read the text below and answer the questlon :
« ~What is the difference between a change in: demand and a change the
‘. quantity demanded? -

A change in the price of the good causes movement along the curve and is
a change in quantity demanded. Anything:other-than a:changein the priceé of
the good changes the -existing relationship between ‘price and. quantlty (i:e.
demand), which; in tum, shifts the entire demand curve. Since demand is the
relationship between ‘the price of the good- and-the quantity -demanded, if
demand decreases, a Iesser quantlty is demanded ‘at each and every pnce
than before. i

For example, suppose the price of gethds a: substltute for wudgets falls
Then, people who previously: were buying widgets will reconsider- their
choices, and some may: decide to-switch to getwids. This would be true at all
possible prices for widgets.-These changes in the.way people will behave at
each price will change the demand schedule to ook like in the table on your
right.
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. - C.TRANSLATE" INTO. RUSSIAN

1. The concept of demand. Demand is ‘that quantity of 'a good'tha
consumers are not only willing.to buy but also have the capacity to buy at the
given price. For example, -a consumer may be willing to purchase 2-Ib g
potatoes if the price is $0.75 per Ib. However, the same consumer may by
willing to purchase only 1 Ib if the price is $1.00 per Ib. A demand scheduid
can be constructed that shows the quantity demanded at each given price.
can be represented on a graph as a line-or curve by plotting the quantity
demanded at each price. It can also bé described mathematically by a
demand equation. The main determinants. of the quantity one is willing ty
purchase will typically be the pgrice of the good, one's level ‘of income
personal tastes, the pnce of substltute goods, and the pnce of complementa
goods. -
2. Demand vs quantlty demanded It is very important to dlstlngmsh ‘on the
one hand, between quantity demanded and-demand and, on the other handj
between a change in quantity demanded and a change in demand. The
amount of a good that will:be bought at any particular price is referred to a
the quantity demanded (just one point onthe demand: curve/ling), whild
demand is the quantity demanded at all possible prices:(the whole/entire
demand curvefline or schedule). Now, a change in quantity demanded i
caused by a change in market price, while a change in demand is caused .
a change in-a factor or factors other than price.

3. Increase and decrease in demand vs' increase and decrease ,
~quantity demanded. When more people want:something, the quantity
demanded at all prices will tend to increase. This can be referred to as a
increase in demand. The increase in.demand could:also come from changi
tastes, where the same consumers desire more of the same good than thef
previously did. Increased demand can be represented on .the graph as t
curve being shifted right, because at each price point, a greater quantity §
demanded.. An example of this would be more people suddenly wanting mo
coffee. This increase in demand will cause the curve to shift from the initig
curve :D1 to the new curve D2. Conversely, if the demand decreases, th§
-opposite happens. .If the demand :starts at D2-and then decreases to D1 t
price will decrease and the quantity-demanded will decrease. 4
4, Elasticity of demand. The concept of elasticity of demand is very help -
-in_ understanding - how:the  market process works. if:a- product has clos
substitutes, then the responsiveness of demand to change in price is high
and the demand for the product sharply drops. Over the long term businesse
try to overcome elasticity by building consumer goodwill-and brand loya
through advertising: On-the other hand;: governments usually impose  hig
taxes on relatively inelastic goods such as-alcohol and-tobacco. Despite t!
- higher cost of the product, the demand. remains-relatively. similar, and th
: governments earn more from their taxation policy. -
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Text 5.2

Supply
“He gives twice who gives quickly.”
“He that comes first to the hill may sit where he will.”
English proverbs
(1) Introduction to supply. Thus far, we have been focusing exclusively on
buyers, and on demand. But buyers and demand are only half of the market
and the market exchange process. It's time-now to consider the behaviours of
sellers, and the concept of supply which make up the other part of the market
and the market exchange ‘process..
(2) The concept of supply. -Broadly speaklng supply is similar to but opposite
from demand: It is the quantity/amount of a good that producers are willing and
able to make/sell at various/all possible prices during a given time period.
(3) Supply is “the propensity to sell”. Just like demand, supply is an “if ... then

." concept. It doesn't:mean “how much of it sellers ‘are currently selling.” It

means “how much sellers would sell, if ...”. If what? If the -price were, ‘'say,
$1, or $5, or $10;.0r:$30; or-whatever. In other words; supply is not the
amount of goods flowing across the market from:the sellers to the buyers. In
economics, it-really.-means “propensity to sell" — that is, “how much sellers
would sell, if ...".
(4) Supply ‘vs quantity supplied. Supply can be thought of as the
relationship between a range of prices and a range of quantities. In other
words, it includes not just the quantity sold at the current price, but any and.all
quantities that would-be sold at other prices — higher and lower. The price
part of this relation is termed supply price and the quantity part is termed
quantity supplied.

The supply price is the minimum price that sellers are willing and able to
accept for a given quantity of a good. They would be willing to accept more
than this price, but not less.

The quantity supplied, on the contrary, is the maximum amount of a good
that sellers are wrlhng and able to sell at a given supply pnce/to offer at one
price:

Supply price and quantity supphed come together as matched. pairs. One
supply. price, one quantity supplied. Supply, then, can be referred toas the
combination of these matched pnce—quantlty pairs. -

(5) The Law’ of Supply higher price, higher quantity; lower pnce smaller
quantlty Price is a maijor.determinant of the amount sellers will want.to sell.
Because a.higher price leads to hlgher prof its, one expects that a. greater
quantity should be supplied when the price is hrgher So.we can. conclude that
as the price of the product rises (falls), the quantlty supplled will nse (fall), all
‘other vaniables remaining the same. Economists call.this statement the /aw of
supply. (Go back and compare this statement with the law of demand. )

* From the law of supply it follows that the relationship between price and
quantity in the mind of producers or sellers is a direct/positive one — that is,
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both quantity and price change in the same direction: when price increa

so does quantity, and the higher the price, the larger the quantity suppli
Reasons for positive relationship between price and quantity supplied ‘are ti
as the price of good increases, the good becomes more attractive

producers relative to other goods that can be produced with sim
resources.

It should be noted-that though the positive relationship is almost always
case, there are a few exceptions. An example is labour: as wages go y
people may decide to enjoy:their higher wages and work less. As a res
there is no law of supply that matches/parallels the law of demand.

(6) The: three ways to visualize the .Law of Supply. The: relation
between the quantity of a product that sellers -want to sell during some tin
period (i.e. quantity supplied) and their current market price " is
economists ‘call the -supply. schedule. The supply schedule can be illustra
“either. in- the -form. of ‘a table or a graph or expressed mathematlcally
functlonal form as:

: Qs = f(prlce other factors held constant) o

A table/chart is an elementary way to express a stipply schedule. Su d

table: constructed for an imaginary product is shown in-the folIowmg exam

below.
YA Sup y chedule " - The numbers-in the table :reﬂectvthe
- sellers will behave at -each price; i.e.

. ‘maximum quantity of a product they. W|||

. as the price goes up or down. '

- Number of
' Pnce of deets _
“Widgets People Want to

Sell . i For example, ~when ::the - supply
o o . .. increases from $1.00 to $4.00 per unit,-
$100 . 10 . quantity supplied increases from 10 to
-. $2.00 : 40 | widgets because sellers are normally willi
“¢300 70 sell more at higher prices: The supply
$4 00 140 . good, thus, can be thought of as a sched

K - prices and gquantities in the mind of the's
The same supply schedule can be shown with a graph which will look
the graph: shown in Figure 3 below, with the supply price measured/plott
the vertical axis, and the amount of a.good one or more producers are wi
and able to sell at different prices measured /plotted on the horizontal axis.
(7) The supply curve: The supply:curve labelled:SS in: Fig. 3 is nothing
_than:a graphical representation of the law of supply. it shows the posh
relation between the supply price. and the amount of a good one ‘or
-producers are willing and able to sell at all possible prices/at every po
‘price.
. .- Unlike the typical demand. curve, the ‘typical supply curve sl
_(increasingly) upward from left to right. For basic economic analyses
supply.curve is often approximated as a straight line, just as it is the case
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the demand curve. Notice that the line*does not begin at the origin. There is
some price — above-zero — at which no seller will sell at all. -

Price o'??w_ Price.
P
32' s S
Quantity ;suppliea (Qs) S O Quantlty SuPPlled (QS)
. Q‘ . Qs - . @z” E . . @2 & @I
anure 3.A Change in Quantuty supphed ) Flgure 4. A Shiftin Supply

(8) Understandmg the supply curve. The posntlve slope of the supply curve:
which is the :slope one normally expects from.a supply curve; graphically
ilustrates the direct: law-of-supply relation between supply. price ‘and quantity
supplied. The slope implies that the higher the" price, the greater the quantity
supplied, with-all other relevant factors held unchanged, and vice versa.- :

For example, as the supply: price increases from-P1 to P2, the quantity
supplied (NOT supply.) increases from.Qs1to Qs2;-since sellersare willing to
sell more at higher prices, and vice versa.- Supply-is the entire:set of price-
quantity- pairs that reflect sellers willingness and-ability. to sell a good. ln a
graph, supply is represented by the entire supply curve.
(9) Movements along supply curves vs shifts in-supply curves. As W|th
the demand: curve,; economists differentiate a-movement along the :supply
curve and:a. shift in the supply curve. As described above, a supply.curve
shows the relationship between the price of an item and the quantity of that
item supplied over-a certain period of time: Since price.is the most important
determinant of supply, .any .increase or fall .in the price charged for a good
results in @ change in the quantity supplied. In the graph,-a change in the
quantity supplied is reflected as new point on the existing supply curve (either
up or down the line), matching/indicating thus a new price-quantity pair. Since
the entire supply schedule remains:the same, the supply curve in question
also remains in-its place, and.there-are no shifts of the curve from one
position to another (either to the left or to the right) in the graph. v

A given supply -curve shifts. either to:the left or to the nght (mwards or.
outwards) only if there is a change in the entire/whole supply schedule asa
result of a.change in any:factor other than the price of the good. -
(10) Supply-shifting factors. The most important non-price supply—lnﬂuencmg
factors are: costs of production, prices of related goods or services, number of
sellers or- producers, technology -and productivity, expected future. prices,
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govemnment taxes, and unexpected events. Similar to the demand-influenci
factors, they are sometimes called -the condltlons of supply or sy
determinants.
A change in any one of the supply-non-price determinants will change
entire supply schedule and shift the supply curve. If the change causes
decrease in the quantity supplied at each price, the supply curve would shift
the left, and vice versa. In the diagram above (See Fig.4) a decrease in
entire supply has shifted the supply curve SS to the left, the new supply cu
being S1S1. An outward supply curve shift (i.e. a shift to the right) taking
curve to S2S2 reflects a corresponding increase in supply at each and ev
supply price level. .
(11) Individual, market, and aggregate demand. As with individ
demand, an individual supply for a particular good or ‘service refers to
quantity of a good a producer/seller is willing and able to produce/sell at
possible prices within-a-period of time, with all other factors remaini
constant. The market supply is simply the horizontal sum /the sum total of {
individual supplies within the marketplace or, to put.it another way, the sum
the amounts supplied. by each of the sellers: Aggregate supply is the totd
supply of goods and services in the economy during-a specific time period.
(12)-Elasticity.-of supply. -Price elasticity: of supply, or simply- elasticity
supply, is the degree of responsiveness :with-which quantity supplied chang
for-a-given change in price.: It is often referred to-as-a proportional change i
the,_'quantity.‘demanded to a‘proportional change in price. Elasticity of-sup,
is- typically calculated as the percentage change in the quantity supplied of
good divided by the percentage change in the pnce of the good/m its' (o
price. '
- Similar to demand; if. the quantlty supphed changes a lot whén the pfi
changes a little; the supply is said to be (price) elastic: If the quantity chang
little when: the prices changes a lot, it is ‘'said to ‘be (price) inelastic. -
degree of responsiveness of quantity demanded to changes in the produ
price is. teflected in the slope of the demand -curve: the lower -(is) t
responsiveness, the steeper (is) the slope. Zero elasticity, or peifec
inelastic supply, is graphically represented as a-vertical supply curve..

A. EXERCISES we : -
1.-Decide whether the following statements are true or false
1= In economics, supply is the willingnéss of sellers to sell a range of
quantities of a good at one price, during'a given time period.
2:'Supply can-be thought of as the amount of goods flowing across the mark‘
= fromthe sellers to the buyers.: " =
3. The concept of supply is similar to but opposite from the concept of .
..demand. '
4 Priceis a major determmant of the amount sellers will want to sell.
5. The law of supply can be shown graphically by a down-sloping supp|y
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Fcurve. .

6. If the market supp|y of a good is Iow the pnce wrll rrse provrded there is -
demand for it. .
1. The ‘law. of  supply. states: that:the higher the prrce the Iarger the =

quantity supplied, all other things constant. & ‘
8. The quantity supplied is the amount that will be offered for sale at all
possible prices.
9.if we add up all the demand curves of all consumers (for a partrcular good
| or service), we can prepare anindividual: demand curve. - -
10.Elasticity of supply is the percentage change:in the quantity supplied of a
good or service divided by the percentage change in- |ts pnce
" 2 Choose the most suitable word/phrase:
1. The graph depicts the law .of:supply as a(n): (upward-slopmg, :
downward-sloping, horizontal, vertical) line. e

2. An increase :in. supply -will shift the supply curve to the (nght !eft
upwards, downwards).

- 3. Price and quantity supplied of a good are (posmvely, negatlvely,
indirectly) related,-ceteris paribus. -,

4. The higher the price, the (higher, lower, Iarger) the quantrty supplred
by a firm will be, everything else held constant.

5.If the supply price increases; then:(the: supply, the quantrty supplred
the shift in supply) increases, too:

3. Fill in the blanks:

1. The law of supply states the direct relation between supply pnce and

2. The law of supply says that an increase in price tends to increase the
quantity supplied; . . " R

3. The supply curve. wrll shlft to the - when there is a decrease in supply.

4. The law .of-supply states- that ... -of a good or service, all other
variables remarmng the same, the greater the quantrty is supplred

5. In economics, elastlcrty usually refers to ..

other th/ngs equal prrce elastrcrty, the h/gher the pnce left; quantlty supplled

4 Complete the sentences:

A. 1. The supply curve slopes upward from t .

2. As the price charged for a good ... sellers wrsh to sell of that good

3. The law of supply states that as the price of a well-defi ned commodrty
the quantlty supplled during a. grven perrod of time ..., ceteris parlbus

4. Supply is a range of prices and ..

5. The costs of production is one of the of supply

8. Elasticity is a measure of ..

B. 1. The factors.that are’ lukely to cause the shlfts in suppiy are called the

2. The direct relationship between price and ‘quantity supplied is called ..

3. As with the demand curve, we move along the supply.curve, from one pomt
to another on the same line, if ... .
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4. The specific supply relation between price and quantity is termed ...

5. Changes in price resuit in ...

6. We shift the entire supply curve .....

5. Answer the following questions without looking back at the text:-

1. What does “supply” mean in economics?

2. What determines the amount of a.good or service that sellers are willing
and ready to sell during some period of time?

3. How can one prepare a table of individual:supply?. -

4. What are the most important supply-shifting factors?:

5. How can you explain zero elasticity concept?

6. What is the equilibrium price?

7. What are the two main forces and the two main vanables in a-free. market§
6. Render the contents of Text 5.2 in Engllsh

7 Discuss:

« the:ways prices influence the propens1ty of sellers to supply goods tu$
the market;
o the ways the supply response to prices;.

+ the conditions under which the supply curve for new homes would be
upward sloping. R

s B. FURTHER READING
1. Read the text below and explain the phenomenon of the backw
bending supply curve. :
The backward bending supply curve. Occasionally, supply curves do
slope upwards. A well-known example is the backward bending supply-cun
of labour. Generally, as a worker's wage increases, he is willing to supply
greater ‘amount of labour (working more hours), ‘since the higher w.
increases the marginal utility of working (and increases the opportunity cost
not working). But when the wage reaches an extremely *high amount, ¢
laborer may experience the law of diminishing marginal utility in relation'tof
salary. The large amount of money he is making will make further money*
little value to him. Thus, he will work less and less as the wage mcrea
choosing instead to spend his time in Ielsure '
2. Read the text below and explain: =
e in what:case the.supply curve becomes vertical;
« the meaning of the expression “to scalp the tickets”.
Vertical supply curves. It is sometimes the case that the supply curvel
vertical: that is the quantity supplied is fixed, no matteér what the market pri
For example, the amount of land in‘the world can be ¢onsidered fixed. In thi
case, no matter how much someone would be wnlhng to pay for a pnece
land, the extra cannot be created. Also, even'if no one wanted all the land;
still would exist. These conditions create a verticai supply curve, giving it 2 pj

elasticity (i.e. no matter how large the: change in price, the quantlty sup!
will not change). 3
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In the short run near vertical supply curves are even more common. For
example, if the Super Bowl is next week, increasing the number of seats in
the stadium is almost impossible. The supply of tickets for the game can be
considered vertical in this case. If the organizers of this event underestimated
demand, then it _may very well be the case that the price that they set is below
the equilibrium price. In. this case there will llkely be people who paid the
lower price who only value the ticket at that price, and people who could not
get tickets, even though they would be willing to pay more. If some of the
people who value the tickets less sell them to people who are willing to pay
more (i.e. scalp the tickets), then the effective price will rise to the equilibrium
price. .

C. TRANSLATE INTO. RUSSIAN _
A. What is supply? Supply is simply a schedule (or fist) of prices and the.
Quantity Supplied of a good at each price. In order to Supply. one has to be
both willing and able to produce the good. The entire relationship between the
price of the good and the quantity of the good is. Supply and can be illustrated
on a graph with a positively sloped line (curve). The whole curve is Supply. A
particular point on the curve is the Quantity Supplled that relates to:a specific
price. The Supply curve tells us the Quantity. Supplled at each and .every
price. It also tells us the lowest prlce one will accept to produce one more unit.
of the good (the Marglnal unlt)
B. The goal of a company,. once agaln is to maxmze pro’r' its, calculated as
So “one of the determlnants of supply must be the costs of productlon As
costs of productlon rise, profits fall, and therefore the quantlty supplied should
fall (shlft to.the left). Conversely, as costs of productlon fall, the profit its_rise,
and the. quantity supplled should rise (shift to the right). Costs rnclude ‘the
costs ‘of natural resources stich as wood used in building a home, the. costs of
labor (wages and benefits), and the costs of the capital..

When. we considered. demand, one of the determlnants was also
population (the number of buyers) The same'is true for supply ‘One of the
determinants of supply is the niimber of sellers of the product When the
number of sellers increases, the supply should increase (shift to the right).
When the number of sellers falls, the supply should decrease (shlft to the
left).
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Text 5.3

Supplv, Demand Prlce, and Market Egulllbrlum
Putting It All Together
"Econom/c laws are not made by nature. They are made by human beings.”

Roosevelt, Franklin D. i
(1) Introduction. So far, we've Iooked at supply, we've looked ‘at demand,

and the main question that now arises is, “How do these two opposing forces
of: supply and demand shape the market?” Buyers want to buy as many-f
goods as possible, as cheaply as possible. Sellers want to sell as many
goods as possible, at the highest price possible. Obviously, they can’t both
have their way, and some sort of compromise/price agreement should be *
reached on the price at which buyers are willing to buy the same number of
goods that sellers are willing to sell.
(2) The equilibrium market price. In economics, the price at which "the
quantity demanded exactly equals the quantity supplied is called ‘the
equmbr/um market price. The equilibrium market price is the “just right price”
— a price just high enough and just low enough so that the buyers want to
buy just exactly as much as the sellers want to sell. At this price, the
quantlty of goods flowing into the market from the seflers/being pushed into -
the market by the sellers is equal to the quantity of goods being pulled out of -
the market by the buyers. The buyers can buy all that they want, so there is *
no shortage. The sellers can sell all that they want, so‘there is no surplus. So, §
the equilibrium market pnce is the ONLY price at which the ‘quantity demanded *
is equal to the quantlty supplled (Qs=Qd), and it is the only price that sellers i
will. recelve/agree on and buyers will pay at any time in the $pot market. o
(3) The market-clearing price. The equilibrium market price is also’ referred tdf*
as the ‘market:clearing price (MCP) because it clears the market of/clears awa
any excess supply or excess demand. Note that for everythlng that is supplled'l
to be consumed and for the market to be cleared prlce must be equal to or}
lower than equilibrium price: i
(4) Market equilibrium. Markets are where demand meets supply When the |
price’is Just right, so that there is neither excess demand nor excess supply,
the, market is said to be'in (econom/c) eqU/I/bnum ,
Mlcroeconomlcs assumes that market equilibrium is the optlmum economuc
outcome. Under the conditions of market equilibrium there is no' inherent
tendency for the equilibrium market price to change. Every consumer who
wishes to purchase the product at the market price is able to do so and the
supplier'is not left with any unwanted inventory. The result: the market just
clears away, and everyone is happy. ‘
(5) Market disturbances and market disequilibrium. However, real life, as
always, is different from simple theory, and perfect market equilibrium is ever
before reach/is never reached because in reality demand and supply are
almost constantly changing, making thus the market adjustment an ever:
going process. Sometimes market equilibrium may not be achievable
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because price changes may be costly,” buyers and sellers-may fix prices for
long periods of time, or the government may regulate prices.

The state of the market that exists when the opposing market forces of

demand and supply are not in balance/are out of balance is commonly
referred to, as market disequilibrium. More specifically, market disequilibrium
results if the demand price is not equal to the supply pnce and the quantrty
demanded is not equal to the quantity supplied.
(6). Excess demand and. supply: effects of being away from the
equilibrium point. The result of the imbalance between the opposing market
forces of demand: and- supply. is- the existence of erther a shortage or a
surplus, which induces a change in the price.

A surplus exists if the quantity demanded exceeds the quantity. supplled at
the current market.price.- This condition emerges if the market price is- below
the equilibrium price. With a market shortage, prices tend to rise. People are
unable to buy as much of the good as they would like at the current price.- As
such, they..are willing.-to pay any price-to get the desired but rare/ scarce
product and, thus, bid up/raise the current price. . :

A surplus exists if the.quantity supplied exceeds the quantlty demanded at
the current market price. This condition emerges if the market price is- above
the_equilibrium price. With .a market surplus, prices tend to fall.” Sellers are
unable to.sell as much of the good as they.would like :at the current price: As
such, they have to drop the prlce until people do want to buy all thelr extra
stuff.... .

The greater the dlfference (the dlsparlty/dlscrepancy in numbers) between
supply and demand, the greater the tendency for prices to change and bring
the. market (that is, the quantities supplled and demanded) to a new
equrllbrrum :

(7)  Supply- and-demand schedule. The two most common ways to
visualize the way how supply and demand interact.in a free market are in the
form of a graph, or in the form of a table.

if we combine the supply and demand tables discussed earller in Texts 5.1

and 5.2 onto a single table, we'll get the table (shown) below.
e . The table thus obtained is a

B Sunm_v AND DEMAND SCHEDULE - supply-and-demand schedule
: NUMBER OF - NUMBEROF ; fora gqu, which in our case
PRICE OF WIDGETS | WIiDGeTs | are widgets. it should be

" WIDGETS  PEOPLE WANT . SELLERS WANT | Obvious that the “price of
: To Buy TOSELL | $3.00 is the equilibrium price
A and the quantity of 70 is the

. 100 e - 10 equmbnum quantlty At any

L ve . 9,0. . 40 .. ....i other price, sellers would

$300 - 70 70 want to sell a different amount
$4 00 .40 T 140 i than-buyers want to buy.
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(8) Drawing a supply-and-demand graph. Sometimes you have to see it t
believe it. The same information can be shown with a graph. By now, you are
familiar with graphs of supply curves showing the price-quantity combinations!
at which sellers are:fikely to offer their goods for sale, -and demand curves;
showing the price-quantity combinations at which buyers .are ready (willing and
able) to purchase those goods.
~ To find the equilibrium price and the equilibrium quantity for a good, it is|
~ necessary to combine the respective supply curve and demand curve onto one:

‘graph.. The point of intersection of supply and demand curves on the graph is’
referred to as the point of equilibrium. The point of equilibrium marks one pnoe
and one quantity, on which both the buyers and the sellers agree. The price at
this point is market equilibrium price, -and the -quantity is market equilibrium
quantity. Points-where demand and supply are out of batance are termed
points of disequilibrium.

Note once again that in the ﬂgures straight lines are often drawn lnstead of
the more true-to-life curves. This is-typical in analysis looking at the simplified
relationships between supply and.demand because the shape of the curve
does not change the general :relationships and lessons of the supply and
demand theory. In any case; the exact shape of the curve is not easy t¢
determine for a given market. It should also be noted that supply and demané
curves -both-are drawn as- a function of price. Neither is represented as 1
function of the other.

(9) Reading a supply-and-demand graph. In the graph below (Fig.5), we se%’
that at the equilibrium price P, buyers want to buy exactly the same:amou
that sellers want to sell, which means that the quantities demanded "an
supplied at that price are equal (Qd=Qs). Note that at the equilibrium-point
there is no inherent tendency for the market to move from that posrtron once
is there. :
At prices above the equilibrium pornt (that is, where Qs>Qd) there i

excess supply Wthh creates a surplus of the product, while at prlces below
- Prlce D Pr:.ce D

Equ:.l:r.br:.um Po:.nt . Excess supply

(Surplus)

Excesq; ‘demand
(Shortage)-

g e @ o Ty @
- Figure 8.~ . - Figure 6.
‘Market Equilibrium

Excess demand vs Excess supply i
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the equilibrium (that is, where Qs<Qd), there is excess demand. The effect of -
excess supply is to force the price down, while excess demand creates
shortages and forces the price up. All these situations are shown in Flgure 6
above which has both demand and-supply on it. : '

The equilibrium price will only change when the conditions of erther supply or

demand, or both change. These conditions are the “all other things” that we-
mentally held .constant when we:stated the law of demand or described the
supply response to prices. Chaniges in the:conditions of demand or supply will
shift either the demand curve or supply curve, or both. This will cause changes
in the equilibrium price and quantity in the market:
(10) Government regulation ‘of ‘the: market: price floors and " pnce
ceilings. Theoretically, if left alone,:a market will naturally settleinto
equilibrium. However, the government at times interferes with the market and
sets the price for the market to reshape/alter the economy m order to protect
the interests of either consumers or producers

If the- government sets. a minimum™price:for a market, then that Iegal
minimum price that can be charged for a good is called the price floor (Qd <
Qs). A price floor implies that there is ‘excess supply in the market. For a price
floor to be effective, it must be set above the market equilibrium ‘price. (See
Fig.7) Common examples of price floors-are found in agricultural ‘markets
such as sugar, wheat, and milk. The minimum wage is also a price: floor
because it sets-a minimum level that employers can’‘pay employees. . -

If the government imposes a maximum price for a market, then that legal
maximum-price that can be-charged. for-a-good is'called-a price ceiling (Qd >
Qs). Price ceilings cause excess demand or shortage in-the market. For a
price ceiling to be effective, it must be set below the market equilibrium price."
(See Fig.8) Good examples of markets with price cellmgs are apartment
rentals and credit card interest rates

Price ) . L V Priee: D
\ Price floor s

X
Pf , <

[

'S / Price ce;lmgi E

@ @ @ @ .a .ad.

Quantity (@, . . . u. Quantity @
Figure 7. Price Floor : : Flgure8 Pnce Cellmg :

They; however, lead to either excess supply or excess demand in the
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market implying that either “too many” resources are being used to produce
the good or “too few”. Resource allocation is therefore not optimal.

The price ceilings cause persistent shortages, while the price floors cau
persistent surpluses. This is the cost of imposing these restrictions.

is the ceiling or the floor a “good” thing? It depends. Some groups.will be
helped.while others will be hurt. For example, caps on apartment rents help
tenants but hurt fandiords. Often when there.is market disequilibrium, oth

methods of rationing. will appear: biack-markets, quality deterioration,-and s ‘
on. : .

A. EXERCISES
1. Decide whether the following statements are true or false
1. Perfect market equilibrium is never reached in real life.
2. The exact shape of the curve for.a given market is never known.
3. For the market to be “cleared,” pnce must be equal to or hlgher than
equilibrium price.
4.In a market economy the supply and demand for a given product tend to
be constant.
5. Under the. conditions of market equilibrium no supplier |s left w1th
any unwanted inventory.
6. The :MCP is the only price -at WhICh the quantlty demanded is. equal to
the. quantity supplied.
7. if the government sets a minimum prlce then the market price: cannot go
below.that minimum::
8. Buyers:want to.buy as many goods as possible, whlle sellers want to sell
as many goods as possibie::. .
9. The point of intersection of supply and demand curves on the graph is
referred to as the point of equilibrium.
10.The price at which buyers are willing to buy the same number of goods
that sellers are willing to sell is always a compromise.
11.Shortages are a difference between “amount demanded” and “amount
supplied” at a given price.
2, Choose the most suitable word/phrase:
1. Markets are where demand (meets, needs, receives, wants) supply.
2. Typically, excess demand creates (surplus, shortages) and forces the
price (up, down).
3. Supply and demand curves are traditionally (cons:dered determined,
drawn) as a function of price. ;
4. Events thattend to push the forces of supply and demand out of balance
are called (discrepancy, disparity, disturbances).
5. Under the conditions of market equilibrium there is no inherent tendency
for the equilibrium market price to (change, drop, fall, go up, rise).
6. In a market: economy producers and consumers interact. to (adjust,
define, determine, shape) what the equilibrium price and quantity will be.
7.1f sellers are charging more than buyers are willing and able to pay,
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a(n) (surplus shortage equ:llbrlum, d:mmlshmg return) of product wnll ‘
result.

8. If sellers ‘are charging less than buyers are willing and able to pav.
a(n) (surplus, equilibrium, shortage) of product will result. :

9. As price goes up buyers purchase (the same amount of, more,
substitute, less) products.

10.In a market -economy, who determines the price and quantity’ demanded'
of goods - and- services :that are sold? — (Consumers, The ‘
Government; Producers, Both consumers and producers, None of
the above).:. :

3. Fill in the blanks:

1. With a market surplus, prices tend fo ..

2. The only price that sellers will receive and buyers wnlI pay at any tlme ln the
spot marketis .

3. Atthe MPC the quantlty of goods ... into the market by the sellers is equal ‘
tothe quantrty of goods ... out of the market.by the buyers. '

4. People are ... to buy as much of the good as they would Ilke at the
price.

5. At the equilibrium pnce buyers want to buy the same’ amount of a.
that sellers want to sell.

6.. The point of equilibrium marks one price and one .‘:.ron which both the
buyers.and the sellers.... . '

fall unable, bemg pulled the market equ1l/bnum pnce belng pushed current,

quant/ty, goad, agree. -
4. Complete the sentences:

1.A surplus exists if ..., - .

2. A shortage exists if ...

3. For the market to be “cleared,” price must be ..

4. There is neither excess demand nor.excess supply when ..

5. Market disequilibrium results if ..

6. The greater the dlscrepancy between supply and demand the: greater the
tendency for ..

7. To find the: equullbnum prlce and the equullbnum quantlty for agood,itis

. hecessary to ..

5. Answer the followmg guestlons without lookmg back at the text:

1. What is.the equilibrium market price/ market-clearmg prlce? :

2. How can you define “market equilibrium”? .

3. What is meant by “points. of disequilibrium”?

4. How do the two opposing forces of supply and demand shape the market’?

3. What do the aims of buyers and sellers. differ.in?

6. What:is a surplus/shortage in economics? -~

7 ‘Who or what pushes the forces of .supply and demand out of balance?

8. What is a price-floor / a price-ceiling ?.
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-+ 9.:'Why-do the sellers have to drop the price they are asking for-a good?: '
“10.Why does the government quite often interfere with the market? ;
11.Why an entrepreneur cannot charge any price they want to for thelr producu
6. -Render the contents of Text 5.3 .in.English. A

7. Discuss: ,

e the idea of the jUSt rlght pnce

o .government intervention with markets. (Offer some observations:on’

how-government affects markets, both favourably and unfavourably )
8. Comment on.the following quotation: .

o “That govemment is best that governs least.”™ Thomas Jefferson

B. FURTHER READING

1. Read the text below and answer the question:

o What is rationing?

Non-price competition. When it:is illegal to buy or sella product ata hrgher
price, the only way consumers ‘can compete for the ‘goods in shortage ‘is
either through legal -non-price competition or-through illegal transactions at
prices higher than the ceiling. The results include foregone consumption,
queuing, bribery, theft,-illegal sales, and other “black" "grey or mformal"
market behaviour.

In markets such-as-in the former:Soviet Union pnces were artificially Iow by -
fiat, (i.e. high prices were outlawed). Soviet :citizens famously waited in‘line
(or “queued”) for price-controlied goods and services such as food, clothing,
cars, apartments; and medicine. From the point of view of those waiting in
line, such goods were in perpetual "short supply”; they were- willing to-pay
* more than the official price ceiling (as evidenced by:their willingriess to pay:in
the form of hours spent in line), but were legally prohibited from doing so.
This method.for determining the allocatron of goods in short supply is known
as “rationing’”.

2. Read the text below and dlscuss the role of taxes in modern '
economies.

Taxes. Another:way in which the:- government can alter the market is through
taxes. One such example is in the tobacco market: if the government would
like to discourage the sale and use of tobacco; they would charge tobacco
sellers a tax on tobacco products. In most cases, sellers pass as much of the
added cost on to. buyers as possible. ‘Because the sellers don't- want to lose
any profits, they have to increase their selling price in-order to maintain the
same profit-margin, since they had'to 'pay. an extra tax when- obtaining the
products for resale. In such cases the supp|y curve will Shlﬂ vertrcally by the
exact amount of the tax.: E ,

So, if the government charges a $1 tax on every pack of crgarettes ‘and-the
cigarette sellers want to pass this tax on to'the buyers, then the supply curve
will shift' upwards by $1.°(Note that the-$1°‘shift is the vertical distance
between the pre-tax and post-tax curves). The net result is that for any ‘price;
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the stores will-sell fewer packs of cigarettes, tomake up for the eéxtra-cost of
the tax. In effect, .if consumers ‘want to maintain their previous levels of
consumption, cigarettes would now cost $1- more per pack. However; the new
equilibrium shows that prices will be in-between p-and (p+1), and the new
quantity will be less than the mltlal quantlty We can see how this works on
the-graph below:.
3. Read the text and d:scuss the role qovernment normally plavs in a
modern economy.. .
Government plays a Iarge role in all modern economies. Government
plays-an important. economic role in:all. modern economies, including market
economies. Indeed; it is hard to imagine an:economy with no government role
whatsoever.-A well-functioning economy requires that the government play a
role in maintaining law .and" order ‘and: defending :people against external
enemies. This point has.an- important -application-in understanding poor
economic perfonnance in cities and countries in which-crime is prevalent and
shop owners’ costs -are high because thieves frequently rob them: The
government determines property rights and maintains a’court system-that
resolves economic disputes: over -contracts: and other -agreements. Gov-
emments provide assistance to-the ‘poor, both through direct- expendltures
and through incentives for private charities to:provide assistance. o
True, markets free .of any: government intervention may. function weII in
some respects, but :will -function.:poorly: in others. So, the: problem with
government intervention is-how to ‘get:to know: whether government -action
can improve the. way markets ‘work when they are not working well,  and
whether observed problems with markets might be due to unwise government
policies.

C TRANSLATE INTO RUSSIAN

1. A key functlon of-the :market. To this point, we have ‘considered the
demand and -supply:-concepts. separately/individually. . As :you would
remember, the first says that the amount buyers are willing and ready to buy
is inversely proportional to price: the higher the price of the product; thé:less
the consumer will demand, all-other things held' constant; the second says
that the-amount sellers-are willing and-ready to sell.is directly proportional to
price: the higher the price of the product, the more the producer:will supply,
all-other thmgs held-constant. ln mathematlcal terms these relationships are
expressed as:

Qd f(pnce constants)

Qs = g (price, constants)-

Price, thus; acts-as a regulator of ‘the ~quantity. of goods and: services
demanded, and supplied.:If the -price of a:good is too high, consumers will
demand less than producers are willing to supply. If the price is too low,
consumers demand. more than producers are. willing -to :supply. ‘So, a key
function of the market is to find the market: price -at which the quantity
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supplied and the quantity demanded are in balance. Under these conditiong
the willingness and ability of consumers to pay equals the w1ll|ngness ange
ability of producers to supply/to offer goods for sale. 4
2. Pricing. A free market consists of voluntary trade wuthout mterventlom
regulation. Prices, for example, are determined by trade/price ‘agreemengig
between buyers and sellers rather than by government. The prices buyers ardi
willing to pay for-a commodity and the prices at which sellers are willing tdg
part with that commodity are directly influenced by supply and demand (ad§
well as the quantity to be traded). In abstract terms, the price is thus:defin
as the equilibrium point of the demand and the supply curves, “whi
represent the prices at which buyers would buy (and sellers sell)-certai
quantities of the good in question. A price above the equilibrium point will lead/
to Oversupply (the buyers wish to buy fewer goods at that price than the
sellers are willing to produce), while a price below the equilibrium point wil#
lead to the opposite situation (undersupply). When the price a buyer is willing
to pay coincides with the pnce a seller is wnlhng to offer, -a trade occurs ané
price is determined. - K
3. Price ceilings. A price celllng is an upper limit for the price of a good once
a-price ceiling has been put in; sellers:cannot charge more than that. Price
floors are usually put in to benefit buyers. In:most cases, price ceilings are
below. market price. If a price ceiling is set:at or above market price, there wil
: be..l)o noticeable effect, and the ceiling is:only a preventative measure. If the
vcelllng is set below market price, however, there will be a shortage of goodg
For instance; if the government thinks that the market price- of bread is. too
. high, then they might install a price ceiling. *
if the government puts in a price ceiling, than the quantlty demanded wil
exceed the quantity supplied, meaning that not enough bread will be supplied
to satisfy demand. Such a- situation is called. a ‘shortage. Because price
ceilings are installed in.the interests of the buyers, the government has t
decide which situation is:preferable for the buyers: not: belng able to aﬂ‘ord
any bread, or not having enough bread to go around:
4. Price floors. The opposite of a price cellmg is a price ﬂoor A pnce ﬂoorn
an artificially introduced minimum for the price: of a good. In most cases, the
Price floor is above the market price. Price floors are usually put'in'to.fb'eneﬂ
~sellers. For example, price floors "are- sometimes .used for agricultursl
_ products.. The market price-can sometimes -be :so low"that farmers .cannot
make enough money to support themselves. In such cases, the government
steps in and sets a price floor; which ‘can:cause problems of its own: when
the price is artificially raised above.the market equilibrium price, the quantity
supplied exceeds the guantity demanded. Such a situation-is called a surplus:
farmers produce many more crops than buyers want to buy at the new, hlghl
price, :
5. Black market is the selling: or buymg of. commodmes at pnces above h
legal ceiling or beyond the amount allotted ‘to a customer in countries tml
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have placed restrictions on.sales and prices. Such' trading was common
during World War |l wherever the demand and the means of payment
 exceeded the available supply. Most of the warring countries attempted to
equalize distribution of scarce commodities by rationing and price fixing. In the
United States black-market transactions were carried on extensively in meat,
sugar, tires, and gasoline. in Great Britain, where clothing and liquor were
rationied, these were popular black-market commodities. In the United States,
ratlonlng terminated at’ the end of the war, but a black market if automobiles
and building’ materials. ‘continued’ ‘while the scarcity lasted. Jdn the decades
following World War i,.as the .countries of Eastern Europe were trying to
industrialize their economies, extenswe bIack—market operations developed
because of a scarcity of consumer goods. Black marketmg is also common in
exchange of foreign for domestic currency, typically in those countries that
have set the official exchange value of domestic currency too high in terms of
the purchasing power of foreign money. Black-market money activities also
grow when holders of domestic currency are anxious to convert it into’ forelgn
currency through a fear that the former is losing its purchasmg power as a

result of lnﬂatlon
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I'IPMJ'IO)KEHME

M Cnyxebubie cnosa: a(463)*, about(32), above(13), across(2), after(B)
against(5), all(116), along(9), among(13), amongst(1), an(76), and(581)
another(16), any(60) anybody(1), anything(13), around(4), as(217) ‘at(102),’
because(32),  back(2), before(6), behind(2), below(9), besndes(2)"
between(34), beyond(2), both(21), but(53), by(83), ,down(9) due(2);
during(5), "each(57), either(19), every(20), everybody(3), everyone(7).
everything(18), few(7), for(179), from(73), he(5), "his(7), her(3), him(1),
himself(1), how(67), 1(18), if(95), in(360), into(22), it(226), its(23), itself(5),
like(18), many(28), -me(2)," mine(3)," much(34) my(6), neither(3), near(2),
no(59), nobody(3), none(1), nor(2), not(1), nothing(4), of(762), on(73),
one(68), ones(7), onto(2), or(325), opposite(1), other(92), others(10), our(59),
ourselves(3), out(14), over(7), round(1), since(16), something(42), the(1362),
their(60), them(31), themselves(5), them(1), these(33), they(108), this(59),
those(25), though(8) to(714), toward(9), under(4), unless(1), _unlike(2),
until(1), ‘up(10); us(15), we(127), what(96), when(48), where(20), which(87),
while(22), who(46), whom(1), whose(2), why(12), will(91), with(111),
within(5), without(9), would(51), yet(3), you(251), your(85), yours(4),
yourself(2). _

M HenpaBunshble u MogansHble rnaronbl: be(911) {are(225), been(16),
being(16), is(492), was(6), were(10)} , bear(2), beat(1), become(9), begin(2),
bid(1), bring(6), build(5), buy(54), can(106), choose(34), come(10), cost(78),
could(22), cut(3), deal(2), do(142), draw(2), drink(5), drive(3), fall(7), find(12),
forego(5), eat(2), get(49), give(44), go(36), grow(1), have(200), hear(1),
hold(9), hurt(2), keep(3), know(11), lead(8), learn{12), leave(19), lose(1),
let(4), make(79), may(16), meet(5), might(9), mislead(1), must(41),
overcome(1), pay(31), put(12), read(5), rise(7), run(5), say(19), see(16),
seek(5), sell(57), set(11), shall(1), should(14), show(14), sleep(1), speak(2),
spend(19), steal(1), take(24), tell(2), think(20), thrive(2), understand(12),
undertake(1), write(2), can(106), could(24), may(16), might(9), must(41),
should(14), will(81), would(51), write(1).

M [MpocTbie, crnoxHble M cocTaBHble Hapeuns: abroad(t), ahead(1),
almost(9), already(10), also(33), although{4), always(13), anyhow(1),
anyway(1), apart(1), away(7), awhile(1), best(36), better(10), downwards(3).
else(13), even(9), ever(6), everyday(2), everywhere(4), far(6), fast(4), first(9),
further(2), here(3), however(13), just(26), less(23), maybe(6), mere(2),
more(110), most(59), never(8), nevertheless(1), next(7), now(11),
nowadays(3), often(19), once(5), only(33), otherwise(8), outwards(3),
rather(9), quite(2), seldom(1), soon(2), someplace(1), sometimes(17), still(2),
then(26), there(66), therefore(6), thus(20), throughout(2), today(4),
together(6), too(13), up(43), upward(1), upwards(1), very(17), well(5).
whenever(2), whereby(1), whether(12), whichever(1), whatever(10), yes( 1).
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[ MonHoskauHbie CnoBa M3 NEKCHYECKOTO MUHWUMYMa 3a  Kypc
cpeaHe#  wkonbl: adjective(1), alone (2), ancient (2), answer(8)
apartment(2), aware (1), back(1), bad(6), bird(1); black(1) blood(1), bread(1),
breakfast(2), bridge(1), brush(one's teeth)(1), cake(2), call(33), candy-bar(S)
car(9), century (2), child(1), China(1), city(7). classmates(1) “clean(1),
clear(4), close(3), clothes(1), cook(3), corner(1), dancnng(1) day(4), daily(2),
dictionary(1), difficult(3), dinner(1), dish(2), discuss(3), dozen(1), dream(2),
early(3),. easy(6), egg(1), ~‘end(4), endless(1)," English(13), enjoy(2),
example(24), exercise(1), family(9), fan(1), farm(1), farmer(1) father(1),
favourite(1), first (1), fish(1), food(3), forest(1); fourth(2), free(23) freedom(4),
Friday(1), friend(5); full(S), - fun(1), game(4) glad(1), glass(4), good(80),
government(13),’ grade(3),  great(24), “Greek(1), hand(8), happiness(2),
happy(4), heart(4), help(7), high(44); home(2) ‘hope(2), hour(5), house(5),
hungry(1) kill(1), knowledge(3) Iand(25) Ianguage(2) large(15), lesson(3),
letter(1), " life(18), lifetime(2)," ‘like(5): listen(1); ‘little(12),” tive(9), long(10),
look(9), love(3), low(4), luck(1), lucky(1), ltinch(1), man(1), Maths(1), milk(1),
million(2), money(49), mornlng(1) movies(3), music(2); mu3|cal(1) name(2)
nation(12), new(21) news(1); “néwspaper(1), ‘night(3),” “novel(1), old(2)
open(1),. paper(1), parent(1) ‘parrot(1), parents(1), past(1), people(85),
perfect(10),: phone(2), - place(15), ' play(5),- player(1) p ‘a_se(1) politics(1),
population(2), - question(16),- “railway(1), - ready(4);“road(1), room(1),
school(10) second(4), shelf(1);-shop(1), short(1), small(13) society(38),
square.i:(1), state(13), story(1), ::study(35), sugar(1) sunlight(1), talk(2),
task(1); taste(2), team(1), teeth(1), thing(70); third(4), Thursday(1) ticket(3),
tiger(1), time(55), train(1), tree(1), trip(7), true(12), TV(2); vacatlon(1) verb(1)
village(2), walk(2), want(104), war(3), wash(3), watch(S)_ywater(B) week(1)
weekend(2), welcomé(1), wish(5), word(29); work(26), world(19), wrong(1),
yard(1),:year(5).

M. NpousBogHblie Hapeuusi: accordlngly(1) ‘actually(6), alternatively(1),
automatically(1),: barely(1) -basically(2), broadly(5), carefully(s) cheaply(1),
clearly(1),  closely(1)," collectlvely(1 ~commonly(2), " completely(3),
consequently(1); consnderably(1) constantly(1) continually(1), conversely(5),
differently(1), directly(4), early(1) easnly(2) economically(1), ‘effectively(3),
efficiently(2), equally(1), =~ especially(1), '~ essentially(1): exclusnvely(1)
extremely(2), - fairly(2), finally(4),- firsty(1), fourthly(1), freely(1), fully(3),
generally(6), governmentally(1), graphically(3),” highly(4), mcreasmgly(Z)
independently(1), individually(1), inherently(1), instinctively(1), intensely(1),
interchangeably(1), lntumvely(1) invérsely(1); - ironically(1), largely(4),
lastly(1), - legally(1), - legitimately(1); - marginally(5), mathema’tically(Z),
mentally(1),” “mostly(2); mutually(3), - naturally(2), - nearly(3), neatly(1),
" necessarily(3), normally(9), obvnously(3) ordinarily(1), ongmally(1) partly(1),
perfectly(3), . personally(2), : physically(1), - possibly(3),” potentially(1),
practically(1), -precisely(3), - previously(2), :primarily(4), privately(1),
probably(1), " purely (1), -really(8), quickly(2), relatively(9), roughly(1),
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secondly(1), separately(1), significantly(1), similarly(1), simply(14), socially(2), %.
sparingly(1), specifically(2), strictly(1), subconsciously(1), synonymously(1),
temporarily(1), theoretically(1), thirdly(1), thoughtfully(1), traditionally(1),
truly(1), typically(3), ultimately(2), unfortunately(1), universally(8), urgently(1),
usually(5), variously(1), widely(1), wisely(1); downward(3), inward(2),
outward(4), upward(2).
M WurepHauMoHanbHbie cnosa: (A) abstract(4) abstractlon(1) agent(1),
" aggressiveness(1), alternatlve(23) -analysis(9),.. analyze(1 ). - anti-
protectionism(1), antithesis(1), - archaeology(1), archetype(1) aspect(3)
uthor(3) automoblle(4) balance(5), bankruptcy(1) barrier(2), barter(7),
basis(5), biology(1), block(2), brand(1), broker(1), candidate(1); capital(57),
capltahsm(4) capitalist(2), category(2), - cent(1), -center(1), - central(5),
character(1) charactenstlc(1) charactenze(4) classacal(S) classification(2),
classify(3), club(2), collectnve(3) communal(1), company(1), compensate(1),
compromise(6), computer(3) _concert(1), .cooperative(1),.  credit-card(1),
concrete(4), “contact(1), context(1), - contrast(4) :copy(1), ‘corporation(1),
corruptlon(1) critical(1), criticism(1), -, criticize(2);: critics(5),- culture(1),
dealéf(1), demagogue(1), discipline(1), dlscomfort(2) dollar(2), ecological(1),
ecology(3), economic(93), .economical(3), economics(104), economist(33),
"effect(2) effectlve(7) elastic(3), elasticity(8), - electricity(1), elementary(2),
element(1), energy(?) equivalent(2), -etymology(1), . evolutlonary(2) fact(9),
factor(28) finance(4), .- financial(7), firm(18), football(7), : form(23),
fundamental(5) geography(1) graphlcal(5) guitar(1), history(1)

honzontal(4) ideal(5), |deaI|ze(3) “information(9), |nfrastructure(1)
mgredlent(1) instinct(2), . instrument(t), |ntensny(1) interest(8), Internet(1),
interview(1), intuition(2), know-how(1); .. litre(1), . macro-micro(1),
macroeconomics(2), material(4), .-mathematical(2), . maximization(1),
maximize(24), maximum(6), mechanics(3), mechanism(1),

mesoeconomics(1), .- metal(1), -~ microeconomic(2), microeconomics(3),
migrant(1), mlnlmlzatlon(1) minimize(3), minimum(5), minute(1), modei(3),
moment(1), monopolist(1), monopolistic(2), . monopolize(1), monopoly(4),
monopsonistic(2), monopsony(2), moral(1), . moralists(1), motivation(3),
neoclassucal(Q) norm(1), office(2), oligopoly(3), oligopsony(2), optimal(1),
optimist(1),  optimistic(1),  optimize(18), ~ optimum(1),  organism(1),
organization(10),. organize(4), orientation(1), --parallel:- (1), - passive(1),
penny(3), period(13), philosopher(1), physical(7), plan(2),.plus(3), political(7),
potential(7), practical(4), prefix(2), prestige(2), principle(7), : -process(9),
product(45), program(1), proportional(2), qualification{1), radio(1), realistic(1),
recommendation(1), regulate(1), - religious(2), . resource(71), restaurant(1),
result(17), rhetorical(1), risk(9),. role(5), -sector(6), separatism(1), series(1),
signal(1),  situation(5), - -socialism(3), . socialist(1),  socio-economic(2).
socioeconomics(2),. -specialist(1), - specuallze(2) sports(1), standard(3).
station(3), = stereo(1), stimulate(2) ‘style(1), subjective(4), synonym(1),
synonymous(2), system(12), tactics(1), . talent(3), ~ technological(1).
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- technology(8), . -telephone(1), . television(1), - terminology(2), terrorism(1),
text(2), theory(11), fitle(2), traditional(2), transport(1), trilogy(3), typlcal(g),
university(1), vertical(3); y
(B) actlvate(1) arena(1) apprOX|mate(2)- attack(1) based(4), basuc(16),
business(33), calculate(3) chance(3), class(1) combination(6), command(2),
component(1), composmon(1) concept(37), concession(1), constant(10),
control(20),. cooperate(1) cooperatlon(5) demonstrate(2), department(2),
discussion(3), detall(1) diagram(2), . disparity(1), doctor(1),. ego(1),
‘exclusive(3), - fantasy(2), final(6), fmsh(2) fluid(1), focus(8),. . function(6),
functional(1), future(12), . general(11) _generate(1), - global(1), graph{(19),
hospital(2), human(19) idea(6), - identical(2), - identify(1), illustrate(4),
ilfustration(2), individual(51),. . -industrial(2), inelastic(4), informal(1),
innovation(2), ~ intellectual(4), . Intelligent(3), . intense(2), international(3),
intervention(1), - legal(8), limit(16), local(1), manner(2), - machine(2),
manager(1), mental(3) method(3) mineral(1), modern(9), monetary(4),
motlvate(S) natlonal(3) natural(12) nature(3), - negative(3),. epponent(1),
optlon(G) person(12) personal(12), popular(1), -position(4), ~positive(6),
practice(1), private(22), problem(62), productive(6), progress(9), public(6),
radical(1), .- rational(12), real(25), reality(5), - seasonal(1), service(59),
social(13), son(4) speaker(7),.. special(2), specific(4), start(2), -stop(3),
‘structure(10) student(5),. tendency(3), total(8) training(1), transform(2),
type(7), unique (3), unlversa|(10) vacant(1) zero(13);.
(C) . academlc(4) act(7), . action(8), activity(11), advocate() affanr(
‘affect(5), aggregate(7), argument(1), bit(3), circle(1), complement(
complex(3), condition(12), confuse(3), direction(1), -design(1);. examine(
(
(

'

excess(14), express(4), extra(7), extreme(3), figure(5), goal(14), ‘guide
instance(2), interest(8), list(3), major(3), manifest(1), match(6), measure
medium(2), objective(24), obligation(1), operate(2), order(21), original(
park(1), party(8), pass(1), post(1), present(1), production(36), productivity(2)
protection(3), realize(2), rock(1), rule(2), scholar(2), solid(1), square(1),
study(35), subject(2), table(121), ultimate(3), voluntary(2);
(D) accordance (1), according (5), accounting(2), advance(2), affection(
affixed(1), agricultural(2), argue(6), air(7), allocate(4), allocation(
(
(

1)
1)
1),
1)
8)
2),

'

alphabetical(1), alter(1), amount(33), apply(5), area(3), argue
arrangement(2),  artificial(1), associate(1), attract(2), aftractive
beneficial(2), benefit(19), bill(1), broad(3), byproduct(1), cap(1), card(1),
cary(1), categorization(1), circulating(1), combine(3), common(16),
communicate(1), community(2), compare(2), complete(4), consist(3),
contain(1), continue(3), contractual(1), contrary(2), contribute(1), construct(1),
core(1), cornerstone(1), corresponding(1), course(12), crime(3), criminality(1),
curve(60), depict(1), determinant(6), determine(7), diminish(4), direct(4),
disequilibrium(6), distribute(1), distribution(3), divide(5), dominance(2),
dominate(3), domination(1), double(2), economize(17), economy(24),
educate(1), education(3), educational(1), efficiency(2), efficient(4),

1)
3).
6),
2)
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emphasns(1) equal(12), equation(1), equnhbnum(35) equupment(4) erect(1)
escape(1), essence(1), establish(2), estate(4), evaluate(1) evaluation(2),
exam(3), expand(3), explicate(1), explicit(1), " fix(4), foundational(1),
foundation(1), govern(1), governmental(2), gravity(1), illegal(2), illegitimate(1),
imbalance(1), imperfect(2), implicit(1), |mpract|cal(1) |nadequate(1)
indicate(4), indirect(2), induce(1), “inequality(1), "infinite(1), " inform(1),
institution(2), institutional(1), interaction(1); lnterested(2) interfere(1), inter-
personal(1); -interrelated(1); intersection(2), |ntroduce(1) mtroductlon(Q)
investment(4), ‘labour(25), line(12), “location(1), mainstream(1), manifest(2),
manufacture(2), margin(2), margmal(31) ‘mark(1),  market(216), mark(1),
“matter(5), mix(2), modify(2), non-corporeal(1), non—market(2) note(12),
number(25), observe(3), occupy(1), opportunity(46), oppose(5), opposite(1),
orient(2), origin(1), package(2), pair(4), part(14), particular(10), percent(1),
percentage(5), “personality(9),  point(20),” politician(1),’ ‘prepared(1),
pressure(1), prevent(5), - primary(6), -produce(31),’ protect(3) provide(9),
pure(4), ‘quarter(2), range(3), rate(6), rationing(1), reason(6), reasonable(1)
" reclaiming(1), recognize(2), recycling(1), reduce(2), reflect(9), regularity(2),
‘regulation(3), relate(9), relation(8), relative(16), relevant(2), remark(1)
rent(3), represent(6), reproduce(2), residential(1), self-interest(6), select (3),
-sénse(9), sensitive(1), - sensitivity(1), serve(3) separate(2), shape(3)
'side(16), ~stripped(1), stick(1), storage(1), sum(12), 'tax(4), theorist(1),
theorize(2), tend(7), term(27), tour(1), triad(1), turn(7), umverse(1) urban(2),
utlhty(28) valuatlon(1) vanable(Z) vanety(Z) varlous(e) VIsuallze(4) web(1)

B cxoﬁkax yKaaaHa abconoTHan HaCTOTa Bc‘rpeuaemocm cnoBa B 6a308bix TexcTax
nocobus. -

118



. MPUNOXEHUE 2
AHMMO-PYCCKNU CNOBAPL

A
ability (10) cnocobHocTb
able (20) cnoco6HbIM
abolish (1) ynpasaHsaTb, oTMEHSATD
abolition (2). nuksugaums, otMena
abundance (1) uaobunue
abundant (2) (umetowuiics) B nsotunuu
academic (4) yHuBepcuTeTcKui; y4eBHbBIR; TeOpeTUIecKui; aKa.ququcmw
accept (13) npuHMMaTh; gonyckaTs; nony4are.
access (1) poctyn
accordance (1): in ~ with B COOTBETCTBUW C YeM-11. -
according (5): ~ to cornacHo 4YeMy-n.; ~ @s CMOTPS MO TOMY, KaK
accounting (2) 6yxrantepckoe geno; ~ cost 6yxranTepcn<Me Ms,qep»(m
achievable (3) gocTUXUMBIIA, BEINONHUMbIA
achieve (21) gocruratb, no6usarsca
acquire (4) npnoBpetatb
acquisition (1) npuobpeterue
act (7) 1. cM. action; 2. noctynaTb, BecTu cebs:
action (8) aeicreue, NOCTyNoK
activity (11) peatenbHOCTL; gedcTans
addition (1) in ~BnoGaBoOK, KPOME TOro
additional (19) pononHuTenbHbIA, A06aBoUHGEIA
adjustment (1) perynuposaHue; yCTaHOBMNEHNE PABHOBECUSI .
ad = advertisement cm. advertising
adult (1) espocnbivi .
advance (2) 1. npo,ueu»ceume (no cnyx6e); 2.npoasurats, NponararauposaTth
advantage (1) npenMmywecTso

advertising (2) peknama, o6vsBnexune
advocate (1) CTOPOHHUK, NpeBepKeHHeL|

affair (10) geno; ~s BONPOChl, OTHOWEHUS

affect (5) (ompuyamernpHO) BNNATD, CKa3bIBATLCA

affection (1) npusazaHHoCTb

affixed (1) npuHaanexaiumit (enaeHou eewu)

afford (2) nossonsaTb cebe

aggregate (7): ~ demand/ supply COBOKYNHbIW CpOC/. npeanoxeHue

agree (2) cornawarbcs
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agreeable (2) npnemnemblii
agreement (5) cornaiieHue
agricultural (2) cenbCkOXO3ANCTBEHHBIH
aim (2) 1.uens,; 2.cTpeMUTLCS
alienable (1): ~ property otuyxgaemasn COBCTBEHHOCTS
allocate (4) pasmewyatb, pacnpefensitb
allocation (3) pacnpefenerue
allow (5) noasonsts; t0 ~ for yuuThIBaTh; NPUHUMATL BO: BHUMAHWUE
all-purpose (1) yHuBepcanbHbIi
alter (1) (Bugo)usmeHnTbL
amount (33) KoNU4ECTBO, BENUUMHA, CyMMa, 06beM
appear (2) nosBNATLCS; {0 ~ as BLICTYNaTh (8 pOSL)
apply (5) npumeHaTL(CR)
approximate (2) npuﬁnmx(arb(cn)
area (3) o6nac1‘b '
argue (6) yreepxaarb; AOKa3blBaTb
argument (1) cnop
arrangement (2): institutional ~s oprasu3salMoHHble CTPYKTYPhI, MexaHuambl
array (1) pag, MHOXeCTBO
artificial (1) uckyccrBeHHbiliA
assume-(6) gonyckarb, (npeg)nonarats:
assumption (3) gonyuwieHue, NpegnonoxexHve
assure (1) obecneunsars, rapaHTMpoBaTh’
attain (2) nobusarbca, pocTuratb
attempt (4) 1. noneiTka 2. craparbcn ‘CTPEMUTLCS'
attract (2) npuenexars; to ~ away from oTEnexkaTs
attractive (2) npuenekarencHbii
available (22) umetolmitca B HaNUUMK, AOCTYMNHbINA
-average (1) cpeanvi -
avoid (4) uaberatb
aware(1): to be ~ aHaTb, 0OCO3HaBaTb
axis (4).ocb
B
back (1) to ~ up noakpennaTb
backgrounds (1) xu3HeHHas cpega, onbIT
bad (5): economic ~ akoHomuueckoe aHTUBnaro/ano;
balance (3) 1. to be infout of ~ HaxoAWTLCA B paBHOBECUW/B pasﬁanaHCMpOB‘“
- COCTOSIHUM 2. B3BELUMBATL, OBAYMbIBATE |
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behave (5) noctynats, Bectu cebs

behaviour (6) nosegeHue

behavioral (1): ~ style ctunb noseaeHus

being (6) cm. human being

belief (2) sepa; popular ~ LPOKO pacnpocTpaHeHHoe y6exaeHue/MHeHue
believe (5) Beputs; cuuratp, nonaratb

belong (3) npuHagnexats

beneficial (2)-8brogHbIA, NONE3HbIA
benefit (19) 1. Bbiroga, Nonb3a; ~s cymmaprle BBIrOAbI ¥ cheeKTs; -

2. uasnekaTb Nonb3y
bill (1) cyer
bit (3) Hebonbluoe koNUYECTBO; @ ~ of HEMHOrO
bitter (2) oxecTouyeHHbIA (0 KOHKYPEHLIUN)
bonds (2) ob6nuraumm,/ueHHble Bymaru
bound (1) cm. boundary o
boundary (2) rpanuua, npefen
brain (1) cm. exertion
branch (2) otpacnb
brawn (1) cMm. exertion
broad (2) WMPOKUIA; OCHOBHOW \
building (10) 1. 3ganne, COOpyXeHUe; 2. CTPOUTENbHBIN.
~ buyer (58) nokynarens ’
byproduct (1) no6o4Hbln NPoayKT
Cc
cap (1) "notonok" (sepxHuii npeaern) .
capable (1) cnocobHbIA .
capture (1) oxsaTbiBaTh
case (11) cnyvait; geno; in ~ B cnyvae
cash (1) HanuyHble fgeHbrn
cause (8) BbiablBaTh, CAYXUTb NPUYNHON
ceiling (7): price ~ "notonok" (npeaen noBbilUEHUN LieH)
certain (9) onpegeneHHbilii; HeKOTOPbIM
ceteris paribus (3) nam. npy NPoYUX paBHbIX YCAOBUAX.
change (43) 1. uameHeHue, casur; 2. MeHﬂTb(Cﬂ) uameHaTb(csl)
charge (6) 1. uena, nnara (3a qTo-n) 2. HasHauaTb (UeHy) .
chart (3) Tabnuua .
chase (2): cM. rainbow
chattel (1) ger>xMMoe UMYLLECTBO
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cheap (3) getuenbiit
choice (80) ebibop
circle (1) rpynna, kpyr (niogei)
circulate (1) HaxoauTbCcA B o6pau4enuu
citizen (2) rpaxgaruH
claim (1) 3anBnaTb, yTeepxaath
clear-cut (2) 4eTkuiA, sicHbii
clearing (1); market-~ price (MCP) paBHoBecHas PbIHOYHas LeHa
coal (1) yrone:
coin (1) moHeTa
coincide (1) coenapgam
coincidence (2) coenagexve’
collusion (1) TaiHbi crosop
collusive (1) ocHoBaHHbili Ha TaliHOM croBope
combine (3) coeaAuHATb, O6BLEAMHATL
commodity (12) Toeap
community (2) obliectso }
compare (2) cpasHuBaTth, ~ed to o CpaBHEHWIO C (4em-n.) ‘
compete (12) KorkypupoBaTh
competltlon (49) KOHKypeHLlMﬂ
competltlve (6) KOHKYPEHTHBIN,KOHKYPEHTHOCNIOCOBHIN; *
~ market cBO60AHbIA PLIHOK
competitiveness KOHKyYPeHTOCNOCOBHOCTL
competitor (12) KOHKypeHT '
complements (1) B3aUMOAONONHAIOLME TOBaPbLI
complete (4) 1. nonHbi, aGCONOTHLIR; 2. 3aBepLaTD, 3aKaH‘-WIBaTb
complex (3) cnRoxHbIA
comprise (1) skniouaTtb
conceal (1) ckpbiBaTh
conceive (1): to ~of npeacraesnaTs
concern (4) kacaTbca; 6eCnoKOUTLCS;
concerning (2) kacatenbHo, OTHOCUTENLHO
concession (1) ycTynka’ '
conclude (3) (c)aenats 8blBOA
conclusion (1) sbiBOg,
condition (12) ycnosue, coctosuue; under ~s s ycnoauax
confuse (3) cmewumeat, nyrartb
connection (1): ~s cBs3u
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consequence (3) (no)cneacTevie, pesynbrar
conserve (2) cbeperate
consider (18) paccmartpueaTth; AyMaTh, NONarat, CUTaTh
consideration (2): ~s cooBGpaxeHus
consist (3): t0 ~ of COCTOATb U3, 3aKMOYATLCSA °
constraint (4) orpatuyexne -
consumable (1) noTpebnaemsii
consume (3) noTpebnatb
consumer (14) notpebuTensb, nokynarenb
consumption (7) notpe6neHve
contain (1) cogepxarb
contemporary (1) coBpeMeHHbIA
content (1): ~s cogepxumoe
contest (1) 6opbba
continue (3) npogomxarb
contractual (1) goroeopHoi
contrary (2): ~ to BONpeku, HECMOTPA Ha; on the ~ HaoGopoT
contribute (1) cogeitctBoBaTh, cnocobeTBOBATE!
convenience (1) Bbiroga

~ copyright (1) asTopckoe npaeo
core (1): ~ personality BHyTpeHHee «A»
cornerstone (1) KpaeyronbHbiii KaMeHb
corresponding (1) cooTBeTCTBYIOWMIA
cost (17 ) CTOUMOCTDb; ~S 3aTpaTbl, M34EPXKKU
costly (2) aoporocToawmin, HaknaaHbIA
counterpart (1) aksusanexT
course (12) 1. kypc (yuebHbil); of ~ KOHEYHO
craft (1): ~s fair aBwacanoH
create (6) cosgaBaTh; NPOUM3BOAUTL::
creativity (1) uaoGpeTatensHOCTb
crime (3) npectynnexuve
crops (1) 3epHoBbIe KynbTypbl
current (10) 1. TeueHue (peku); 2. TeKyLU
curve (60) xpusast; demand/supply =~ kpusas.cnpoca/NMpeanoxeHns
customary (1) 06biuHbil, NPUBLIMHLIN .
customer (5) nokynartene

: D

deal (3) 1. caenka; a great ~ of MHOro 2. 10 ~'With umeTs geno (c), =~ -
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3aHUMATLCR,

debt (1) ponr

decide (23) pewarb(cs), NpUHUMATbL pelleHne

decision (34) pewenve

decrease (7) 1. ymeHblUEHUE, CHWKEHME; 2. yMEHbLLATL(CS), yObIBaTL.
deferred (1): ~ consumption oTnoxeH+Hoe notpebrieHne
define (8) onpenensts

definition (18) onpeaenexue

degree (6) cTeneHs, yposetb

demand (154) 1. cnpoc; 2. TpeBoearts, BbITh HYXHbIM
deny (1) otpuyarts, 0TBEpPraTh; He NpU3HaBaTb

depend (11) 3aBuceTs; to be ~ent on ObiTb 3aBUCUMbLIM OT
depict (1) usobpaxats

describe (4) onucbiBaTh

design (1) to be ~ed 6bITb NpeAHa3HaueHHbIM (N9 Ye20-11.)
desire (27) 1. xenanue; 3anpoc; 2. xenaTb, XoTeTo
destruction (1) paspyweHue. .

deterioration (1) yxyawenue Co
determinant (6) onpegensiowuit hakrop; AeTepMMHaHT
determine (7) onpepensTb

detrimental (1) naryGHu!it

develop (4) paseusatb; paspabateiBaTh, paclunpaThb
device (1) npuem, cpeactso

differ (3) otnuvatees

difference (5) paznuuve, pasHuija

different (20) pasnnuHbIin, pasHbiii

differentiate (3) pasnuyaTe, gucdepeHurposaTe
diminish (4) y6niBaTh, yMeHbLIATLCS

direct (4) 1. npamoid; HeNocpeaCTBeHHL 2. HanpaenATeL
direction (1) HanpaeneHne

discard (1): to ~ alternatives orbpacbiBaTe anbTepHATUBLI
discover (1) o6Hapyxusatb

discrepancy (1) pacxoxgeHve

disequilibrium (6) Hapywerue paBHoBeCHS -

dismal (1): ~ science MpadHbIiA; CKy HEIA

disparity (1) HecooteeTCTBUE

dispense (1): to ~ with pacnopsxartbcs

distinction (2) otnuuwe, pasnuune
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distinguish (4) paznuyatb, BolgensTL

distribute (1) pacnpeaensTtb

distribution (3) pacnpegenenuve

disturbance (1): market ~s kone6aHua Ha pbiHKe

divide (5) aenutb(cs), paspens, nogpasnehmb

dominance (2) foMUHUPOBaHVe, BIUSHNE

dominate (3) somuHnpoeaTth, Npeotnagarts

domination (1) rocnogcTeo, BNacTb

double (2) asoiivon

drop (2} napatb; cHm¥aTb{cs); c6aBnNATL (UEHY)

durable (2) gnuTenbHbIl; ~ goods ToBapbl ANMTENLHOrO f01b30BaHUA

E

e.g. (1) cokp. om exempli-gratia Hanpumep

earn (6) nonyyarts, apabaTsiBarte

earth (2) semnsa

economics (104) 3KOHOMUKA, IKOHOMUYECKAA HayKa; basic ~ 0CHOBEI 3KOHOMUKY,

economize (17) 3KOHOMUTb

economy (24) 3KOHOMUKA (CTPaHbl), XO3RMCTBO; non-market~HepbiHOYHANA
(nnaHoBas) 3koHOMMKa; command ~. afAMWHUCTPATUBHO- - -
KoMaHAHas/perynupyemasn 3KOHOMUKA., .

educated (1) 06pa3oBaHHbIit -

education (3) o6pasosaHue

educational (1): ~ organization yue6Hoe 3aBeaeHe

efficiency (2) acchexTuBHOCTb, npOM3BOAVITeI‘IbHOCTb

efficient (4) adhdrerTuBHLIA, paLMOHaNbHLIN

effort (10) ycune; in an ~ to do smth nuiTasck CAeNaTb YTo-n.

ego (1) a(cam); aro

emerge (3) NOABNATLCA, BO3HWUKATR

emphasis (1) akueHT, ynop

emphasize (3) nogyepkusatb

employ (4) npMeHsTb, UCNONb30BaTL

employee (1) cnyxawui

employer (1) pa6o1'ona1'enb

employment (1) 3aHaTOCTb

enable (2) genatb BO3MOXHbIM , AaBaTh soamoxmocn;’ }

encourage (2) CTMMynupoBaTb

endeavour (1) ycunue, ctpemnenne (4To-n. c,qenaTb)

endless (1)_6SCKOH_eHHny|



engage (2) BoBnekaTb

ensure (1) rapaHTUpoBaThb

enter (2) BxoauTb, BCTyNaTh
enterprise (1) npeagnpusatue
entire (14) uenbit, NONHLIA, BECb

entity (1) individual economic ~ caMOCTom'eanaﬂ
aKOHOMWYecKan eguHULIA

entrepreneur (31) npeAnpwHumaTenS'

entrepreneurship (10) npeanpuHUMaTensCTBO, npe.qnpuuvnmaTenbcme
cNocoBHOCTH

entry (1) Bxoa, BCTynnexune
environment (2) okpyxawwjas:cpeia
environmental (2): ~ economics 3KOHOMUKa OKpyXatoLlei cpeab!,

~ destruction paspyiieniie oKpyXaiolie cpeabl . .
equal (12) 1. pasHbiin; 2. paBHATLCA

equation (1) ypaBHeHue
+.equilibrium (35) pasHoBecue -
equipment (4) obopyaosaHue
—erect (1) BO3BOAUTL; COOPYXaTb -
escape (1) yii, nzbexarb
essence (1): in ~ no CyLIECTBY, B CYUIHOCTU 7
establish (2) yctaHaenmeaTts, to ~ oneself as 3anBUTL 0 cebe Kak
estate (4) umyuiectso, real ~ ~ HEABYXUMOS mmyLueCTBo HeABVI)KMMOCTb
estimate (1) ouieHusatb =~
etc (3) cokp. om et cetera u TaK Aanee (M T. A. )
evaluate (1) oueHuBatb
evaluation (2) oueHka’
event (1) cobbltne
exact (10) Tounbi
examine (1) nsyuarb
exceed (3) npesbilaTtb
excel (1) npesocxoantb
exception (1) uckniouexve
excess (14) 1. uabbITOK 2. N3BBITOUHBIN; ,qononHmeanbM
excessive (1) vanmwnma
exchange (31) obMeH
exclusive (3) vckniounTenbHbIA ,
exert (1):to ~ onself HaNpAraThCs, npvmararb ycunmn ,

exertion (2): ~ of brawn/brains unauqecKwelyMCTBeHHble yeunusi
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exhaustible (1) ucroiaemoiit, cuepnaemsii
exist (15) cywecreoBaTh, BO3HUKaTb
existence (4) cyuiectsoBaHue; Hanuuue
exit (1) Bbixog

expand (3) pacwupsTe :
expect (7) oxuaats, npeanonaraTte
experience (2) onbIT

explain (3) obvacHaTb

explicate (1) 06vbACHATL

explicit (1): ~ cost aBHble U3pESPMKU
explore (1) usy4aTtb

express (4) Buipaxartb, oTobpaxarb
extend (1) pacnpocTpaHsTh

extent (2) o6rvem, cteneHs

extension (1) NPOTAMEHHOCTH

extra (7) gononHuTenbHLIA, A06ABOYHbIA;, N3BLITOUHBIN; YCUNEHHbIN; 0COBLINA
extreme (1) UpesmepHbii -

F
face (18) crankuBaTbCs, CTOATL Nepef (kem/dem-n.)
facilitate (1) o6nervato .
factory (1) 3asop
fail (3) (no)Tepnetb Heyga4y; He yaaeaTbCca
failure (1) Heynava
familiar (2): to be ~ with ObiTb 3HaKOMbIM - .
fancy (1) moaHbIA
fare (1) nnara 3a npoesa -
farm (1): ~ workercenbcxoxoaﬂvucreeHHbM pabouui
far-reaching (1) umetouit Sonblune nepcnexkTuBsbi
far-sighted (1) ganHoBUAHDIA
fast (1) BbicTpbilt
favour (1): in ~ B nonb3ay
feature (2) xapakTepHas 4epTa; Npu3HaKk
field (2) obnacTb
figure (5) 1. pucytok; 2. to ~ out nOAC‘-MTbIBaTb
fill (2) sanonHATL, HANONHATL
fine (1): to do ~ penathb TO, YTO HAAO
finished (2): ~ goods koHeuHble ToBapb!
fire station (3) noxapHoe aeno
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fit (4) nogxoauTb, coOTBETCTBOBATL
flea (1): ~ market “6nolwnHbIR" poiHOK, “Gapaxonka”
flexible (1) rubkuii; nerko npucnocabnusaemeiv
floor (8): price ~ MUHUMAnbHbINA YPOBEHb LieH
flow (4) 1. Teun; npoTekaTy; 2. to go with the ~ NnbiTb NO TEYEHUID;

cash ~ feHeXHblif NOTOK HANUUYHOCTH
fluid (1) nuBnAHLIA (0 Kanumane)
follow (7) cneposatb
force (16) 1. cuna; 2. 3acTaBnATh, BbIHYXAATH
former (1) nepsoblii (M3 YNROMAHYTbIX)
foundation (1) ocHoBa
foundational (1) pyHaaMEHTaNbHbIA
framework (1): within the ~ B npegenax/pamkax 4ero-fl.
fresh (1): ~ water npecHas soaa ‘
fulfil (9) BLINONHATL; geNaTh, UCNONHATL, OCYLLECTBATD

G
gain (15) 1. npubbinb, JOX0A; ~S [OX0Abl; 2. NoNy4aTk, JobuBaTbea -
gap (2) 6pews, npoben
garbage (1) mycop
general (11) o6wuii; HechelmanuanpoBaHHLIR; in ~ sooblie
generate (1) npoussoauTb
gift (4) nogapox, Aap
goal (14) uenso
good (74) ToBap; Nonb3a; eConoMic ~ 3KOHOMUUECKOES: 6naro
govern (1) ynpaenatb
grocer (1) Toproee GakaneiHsiMu TOBapamu, 6aKane171um'K
grocery (1) 6akanes
growth (1): economic ~ 3xOHOMUYECKUIA POCT’
guide (1) HanpaensTb
gun (1). '~ shows nokasbl BOOPYXeHUA
H

half (1) nonosuHa
happen (4) cny4aTbCs, NPOMCXOAUTL -
hard (1) ynopHo, ycepaHo
hardship (1): ~s TpyaHocTu
harm (1): fo do ~ NPU4UHATL Bped, BpeauTs
harness (1) oby3abiBaTh
health (2) anopoBbe; ~ care 3gpasooxpaHeHue
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hire (2) HaHumaTtb-Ha paboty
household (5) (aomaluHee) x03ahCTBO
housing (1) xunsoe

human-being (4) yenoeek

i.e. (11) cokp. om id est - TO ecTb
illegal (2) He3aKoHHbBIA, NPOTUBO3AKOHHBIN
illegitimate (1) npoTMBO3aKOHHbI
imaginary (2) soo6paxaeMbiil; HepeanbHbIi
imbalance (1) HecooTBeTCcTEME
immovable (2): ~ property HegBUXMMOE UMYLLECTBO
imperfect (2) HecoseplUEeHHbIN
implicit (1): ~ cost HesBHbIE U3AEPXKKN
imply (3) npegnonarars, nogpasymesars
" importance (1) s3HauMmocTe
important (19) BaxHbIN
impose (2) obrniaratb (Hanorom v 1.n.); HaBA3aTb
.impossible (2) HeBO3MOXHbIN
impractical (1) HeocyllecTBUMbIN
improve (6) ynyuiwaTts(CA); COBEPLIEHCTBOBATL(CA) . -
inability (1) HeBO3MOXHOCTL
inborn (1) BpoXXaeHHbIA (manaxsm)
_inclination (1) cknoHHOCTbL
include (15) skniouats
income (9) foxoa, npubeint
increase (16) 1. ysenuuenue, pocT; 2. BO3pacTarth, yBenuumueaTs(cs)
indicate (4) nokasniBaTb, yka3sbiBaTb
indirect (2) kocBeHHbIN, HENPSAMON
induce (1) Bbi3blBaTh
inequality (1) HepaseHcTBO
inescapable (3) Henzbexwblin
infinite (1) 6esrpaHuyHbInA

influence (7) 1. snuanxue; 2. BAATL
informed (1): ~ choice-decisions peuseHins, npuHmble Ha OCHoBe MMGDOU.MXCFI
cBeAeHU

inherent (3) ceofCTBEHHbIA
inherit (1) yHacnegosaTtb
innovate (1) BBOQUTbL HOBLUECTBA
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innovation (2) HoBwecTBO
input(s) (4) sknag
instance (2): for ~ vanpumep
institutional (1): cm. arrangement
insurance (1): ~ policy crpaxosoit nonuc
intangible (5) HemaTepuanbHbiit
intend (3) npegHasHavaTb(CA)
intention (1) HamepeHue
interact (1) B3aumopgencreoBarb
interaction (1) s3anmogeiicTere
interdependent (1) 3asucawuin oMK OT APYroro
interest (8) uHTepec; npoueHT(bt)
interested (2) sanHTepecoBaHHbLIN
interfere (1) BMewmBaTbCst
intermediary (3) nocpegHuk
intermediate (1) npoMexyTouHLIA
interrelated (1) s3anmocefA3aHHLIN
intersection (2) nepekpecTok; nepeceyeHve
introduce (1) BBoanTb, NpeAcTaBnNATHL
introduction (9) egeperue
inventory (2) 3anac, Hanw4HbIe TOBapbl, ~S MaTepuanbHo- . -
NpPON3BOACTBEHHBIE 3anachi :
inverse (2) o6paTHbiiA, NPOTUBONONOXHbIN
involve (17) Bkntouatb B cebn, cogepxatb(cs); BOBAEKATH(CA)
inwards (2) BHyTpb; B CTOPOHY Ha4ana koopanHar.
issue (2) sonpoc, npobnema
item (22) npeamer, sewp
J
jewelry (1) 1oBenupHbie nsgenus
job (2) pabora
join (2) npucoeamHsTLCR, 06BLEAMHATLCA
justification (2) onpasgaHwe ,
K
key (6) 1. kmoy; 2. krloueBOl; FNABHLIA -
kind (10) Bna, pasHoBUMAHOCTb
L
label (2) ormeuatb, noMevaTs
labour (25) Tpya; ~ economics akoOHOMMUKA TPyAa
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lack (3) ucnelTbiBaTH HEQOCTATOK, HEAOCTABATD
laissez-faire (1) ¢hpany. npuHLMn cso6o.m>| Toprosnu; HeBMeI.LIaTe.I'leTBO E
land (25) semna
landlord (1) pomoenageney
latent (2): ~ demand CKpbITEIA CNPOC
law (20) saxoH
lawyer (1) agsokar
leadership (1) pykoBoacTso
leisure (1) oTabIX
length (1) npogomKMTENSHOCTL, NPOTSKEHHOCTE
lessen (1) ymeHbluaTh
level (8) ypoBeHb
limitation (3) orpanuueHune
list (3) cnucok, nepeyeHb
livestock (1) (aomaiuHwi)-ckot :
location (1) mecto
loss (3) ybbiToK, NOTEPA; ~S YOLITKY -
lot (7): 1. parking ~ ctosHKa Ans aBTOMAaLWH, 2. a ~:(of) mHoro
lower (14) cHwkaTb, ymeHbWaTb
lumber (1) nuriomaTepuans

: M
machinery (4) obopyaoBaHue; maluvHbl
main (4) rnaBHbI, OCHOBHOM.
mainstream (1) ocHoBHO€E HanpasneHve
maintain (1) nogaepxusarb, yaepxveaTbh, COXPaHATb
major (3) rnasHblii, OCHOBHOW
manage (4) pacnopspkaTbCa; CRPaBNATLCS; 3KOHOMHO- pacxo40BaTh
management (4) ynpasreHue; pykoBoacTBO
managerial (1) ynpaBneH4Yeckuii; ~ €conomics 3KOHOMUKA ynpaBnexns :
manifest (2) BbikasbiBaTh NPU3HAKK; (NPO)SBASTL . "
manufacture (2) npon3soauTb, UrOTOBNATH
margin.(2) Muuumym; npeaen; kpau
marginal (31) npeaenbHbIfi, MUHUManLHBIR, ~ Utility npepenbHas NONEsHOCTbL
mark (1) oTmeuarb, NOka3biBaTh
market (216) puiHOK
marketplace (3) pbiHok; 6a3apHas/pbiHOYHAA NNoLWaab; cgepa ToprosNn -
marriage (2) 1. 6pak; TeCHbI COH3, eguHeHne
match (6) 1. mary; 2. noAXOAUTL, COOTBETCTBOBATH
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matter (5) 1. Bonpoc; no ~ He BaXHO,

meaning (4) aHayeHune

measure (8) 1. Mepa; 2. UsMepATb, onNpeaensTs
mediate (1) 61T NOCpegHUKOM

medium (2) ~ of exchange cpeacTeo obpatyeHus

meet (5): to ~ needs/wants yaoBnNeTBOPATL HYXabl/NoTpebHoCTH
member (2) yqacTHuK

mental (3) yMCcTBEHHbIA
mention (1) ynomuHaTs, cCbinateCa Ha
merge (1) cnusatb(cs); nornowats(ca)
merger. (2) nornowieHune, cnuaHue
message (1) coobweHve
midway (1) noanytu
mill (1) dbabpuka
mind (4): in the ~ of Ha B3arnaa, No MHeHwIo; to bear in ~ uMeTb B BUAY -
miserable (1) HecuacTHbIN
misplace (1) nonoxuTe/ NOCTaBUTbL He Ha (TO) MECTO, KyAa-To 4ETb
mix (2) cMelwnBaTh, NyTaTk
modest (2) ymepeHHbii
modify (2) sBugouameHnTs
movable (2): ~ property/~s ABUXUMOCTb, ABUXVMOE UMYLLIECTBO
move (6) 1. ABUXeHVe; 2. ABUraTbCs, NepemMeLaTbes
movement (4) ABWKEHKE, NepeaBuKeHe, NepemMeLieHne
mutual (6) B3avMHbIN
N

necessary (6) HeoGXOAUMBIN, HYXHBIW, TpeByeMbl
necessity (1) Heo6xogMMocTb
need (27) 1. noTpeBGHoCTD; 2. HYXAATLCA; TpeboBaTbes
negotiate (1) sectu neperosopbl; 06CyXaarTh ycnosus
next-best (1): ~ alternative criegyrowas/gpyras fiyyias anbTepHaT1ea
non-corporeal (1) HemaTepuanbHbIi:
note (12) 1. npumMedanne, KOMMEHTapWI;, 2. 3ame4yaTb, obpallaTs BHUMaHKe
notice (2) o6paiaTb BHUMaHWeE, 3aMETUTE - ‘
notion (4) noHsTHE
number (25) konu4ecTBo, YMCNO, UMDPa; a ~ Of HEKOTOPOE KONMUECTBO, PSA
numerous (2) MHOrouucrneHHbIA '

v 0.
object (7) npeamer; seup
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objective (24) uens, cTpemneHue
obligation (1) obasaTenscTeo
observe (3) HabniogaTb, 3amevaTs
obtain (2) nony4ats, npuobpeTars
obvious (4) ouyeBUAHbIN, ABHBIN, NOHATHLINA
occupy (1) saHUmaThb. . :
occur (1) nponucxoauTb, cnyanbcn
offer (16) 1. npeanoxexue; 2. npegnarate
oil (1) HedTb
operate (2) paboTtatb; (hyHKLUMOHMPOBATE 4
opportunity (46) BO3MOXHOCTb; ~ cost aanepHa'rnBHble N3QEPXKY
oppose (5) nPOTUBONOCTaBNATL
option (6) BuibOp, anbTepHaTNBa, (BO3MOXHbINA) BapuaHT
order (21) nopsigoK, nocnefoBaTenbHocTb; in ~ to Ana TOro; 4TO6KI
ore (1) pyaa
origin (1) Hayano
original (2) nepeoHavanbHbIiA
outcome (3) uror, nocnNeaAcTaue, pesynsTaT
output (1) Bbimyck
outstanding (1) 3HameHWUTbIN, “3BECTHDLIN
outwards (2) HapyXy; OT TO4KW Hauana koopauHaTt
overall (1) obwuit
own (34) 1. ceoil, COBCTBEHHBIR; 2. BNaAETh
owner (7) Bnapeney ,
ownership (18) npaeo co6CTBEHHOCTH, coGCTBeHHocrb BnaAeHne
P
package (2) 1. ynakoska; 2. ynakosblsaTb
pain (2): ~s ycunus
pair (4) napa
part (14) 1. 4acTb, spare ~s 3anacHsie AeTanm,/4acTy,
2. to ~ with pacctaBaTbeca
participant (2) y4actHuk _
particular (10) oTaenbHbIiA, 0co6LIN
party (8) cTOpoHa, yHacTHUK; Beyep, BeYepuHka
pass (1): to~ away uc4esatb, NPOXOAUTL
payment (3) nnatex
per se (2) 7am. cam no ceBe ‘
percentage (4) npoLeHT, NPOLIeHTHOE OTHOLWEHWe



perfect (10) coeplieHHbIN; ~ competition COBEPLIEHHAs KOHKYPEHUUA
perform (2) BLINOSHATL; OCYLLECTBAATD

persistent (3) NOCTOAHHBIW, CTaGUNbHLINA

personality (9) MHAMBMAyaanOCTb NUYHOCTb; ABWXUMOE UMYLIECTBO
pilfar (1) ycToit, onopa : : '
place (15) 1. mecro; 2. nomewyats, pasmewars,; in ~ of BMECTO

plain (1) oBbikHOBEHHBIA, NpOCTON :

plenitude (1) obunue, nsobunue

plentiful (1) MHorouMcneHHbIA

plenty (1): ~ of mroro

plot (6) 1. rpaduk ; 2. usobpaxarb (Ha rpacpuke)

plotted (3) HaHeceHHbI Ha rpaduk ,
point (20) cmbicn, BONpoc; To4ka, Mecto; That's the point. B atom Bce 1 feno.
policy (1) nonutuka ‘

politician (1) nonutuk

pollution (1) sarpsasHexue

poor (2) nnoxoi; the ~ 6egHble

possess (3) Bnagets, UMeTb

possession (2) enagexue; ~S co6CTBEHHOCTD, Mmymecrao

possibility (1) BoaMoxHOCTb

possible (30) BepOATHbIA, BO3IMOXHBIN

poverty (3) 6efHocTb

power (4) BnacTs

powerful (1) cunbHbli, Momem

precise (4) TouHbI

precision (1) TouHoCcT

preclude (1) uckntouats

predatory (2) rpaburtensckun

prediction (1) npeacka3saxue

predominate (2) rocnoacteoBats, Npeobnasats, LOMUHUPOBATL

prefer (2) npegnountars

preference (1) npeanoytexue, npedepeHuus

prepared (1): o be ~ 6uiTb nogroroaneHHuM

pressure (1) agapnenve )

presuppose (1) npeanonaratb

prevent (5) npenaATcTBOBaTL, NPeAocTBpaLLaTh, npeaynpexaars
previous (3) npeAabiayLni

price (283) ueHa
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pricing (1): ~ agreement cornawenvue 06 ycTaHoBReHUK qe’ﬂ

pride (1) ropgocTb .

primary (6) OCHOBHOW, Ba)HEMILMA

production (36) npon3soacTs0

productive (6) Npon3BOACTBEHHBIN, NPOU3BOAUTENLHbINA

productivity (2) npoussoguTensHoCTL ,

profit (12) 1. seiroga, (~s) Npubbins, ,qoon, 2, ﬂOﬂy‘-IaTb/MSBI'IEKaTb nonb3y
promise (1) obellars

promote (1) cnocobcreoBath

propensity (4) CxnoHHOCTE

property (51) UMyLLIECTBO; COGCTBEHHOCTL; MPaBO COGCTBEHHOCTH/ BriafeHUs
prospective (1) oquaeMbm npeAanonaraemMbiv

prosperity (1) npouseTaHve

protect (3) sawmuiaTts

protection (3) 3awura

prove (1): to ~ to be 0OKa3blBaThCH

proverb (1) nocnosuua

provide (9) fasarb, npefocTaensATb; obecned4nsats |

public (6) obLiecTBEHHBIN; rOCYAAPCTBEHHDIN; oGu.;ec*raeHHocm ~ property
obuiecTeeHHas co6CTBEHHOCTb, ~ fmance rocyAapcrseHHble huHaHCb!

pull (1): to ~ out of the market w3bimaTs U3 pbiHKa
punishment (1) HakasaHue
purchase (15) nokynka N ]
pure (4) uAcTbIR, ~ competition coBEPILEHHANA KOHKYPEHLUS;
~ monopoly YncTas MOHORONUA

purpose (6) HamepeHue, Lenb, cTpeMneHue
pursuit (1) ctpemneHue
push (1) npoasuraTb

Q
quality (8) kauectBo
quantity (91) konuuectso; ~ demanded o6bem /BenuunHa cnpoca

~ supplied obbem /BenuynHa NpesnoxeHus
quarter (2) kpyr nuu, rpynna niogei
R

race (1): human ~ 4enoBeJecTso ,
rainbow(1): You chase your ~ and I'll chase mine. Kaxgomy csoe.
raise (2) nogHATL
range (3) guanaaoH, npegen, ~ of prices paamax kone6aHwi LeH

rank (1) kareropus, paspag
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rare (1) peaxui

rate (6) Temn; crime ~ ypoBeHb NPECTYNHOCTY; interest ~ CTaBKu NpoLieHTa/

NPOLIEHTHbIE CTaBKW, wage ~ CTaBKa 3apnnarblTapudHas craska
rationing (1) HopMupoBsaHe

raw (2). ~ materials coipbe
reach (8) pocruraTs, gobusarsen
reality (5) AEVICTBMTeanOCTb HeABM)KMMOCTb/HeABMMMMoe UMyLeCTBO
realize (2) noHumaTh, 0Co3HaBaTh
reason (6) npu4uHa, NoBof, ocHOBaHue
reasonable (1) pasymHbid
receive (12) nony4ars; obperaTtb, Npuobperathb.
recent (3) HegaBHWiA
reclaim (1) (NOBTOPHO) UCNONB3OBATH, YTUMUINPOBATD -
recognize (2) npuaHasath
recycle (1) noBTOpHO UCNoNb30BaTh, NepepabaTbiBaTh
reduce (2) NOHWKaTb, COKpaLLaTh, yMeHbLWAThL
refer (29) UMETb OTHOWEHWE, OTHOCUTLCA '
reflect (9) otpaxarb
regard (5) paccmaTpuBaTh; cuuTarh, w:th ~to/in ~ to OTHOCUTENBHO,
B OTHOLUEHWW, YTO KacaeTcs;.
" regardiess (1): ~ of He B3vpasn Ha.
register (1) kacca, kKaccoBoe OKOLIKO
regularity (2) 3akosOMepHOCTb
regulation (3) npasuno, perynuposanue
relate (9) 0THOCUTBCH, MMETL OTHOLLEHWE, BbiTb CBA3AHHBIM C (qu—n )
relation (8) oTHoweHwe, CBA3b
relationship (16) cooTHoWweHWe; B3aNMOOTHOWEHWE; B3aUMOCBA3b, CBA3L
relative (16) oTHOCMTENbHBINA
relevant (2) 3Ha4MBIA; CyLLIECTBEHHDBIA; BXKHbIN
remain (10) octasatbCA
remark (1) KOMMeHTapwi
remember (3) NOMHUTb; BCOMUHATH
remind (1) HanoMuHaTb
renewable (2) B0306HOBNAEMBIN
rent (3) apeHpHas nnaTta; peHTa
rental (1) apeHgHas nnaTa
repair (2) peMoHTUpOBaTb
represent (6) hpegcTaBNATL -
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representation (2) nsobpaxexue
reproduce (2) BOCNpoU3IBOaUTE
require (3) HyxpaaThes; Tpebosats
requirement (3) rpe6osaHue; Heobxoaumoe ycnosue
reshape (1) peopraHu3osbisaTtb
residential (1) xxunoii
respective (1) COOTBETCTBEHHBIA, COOTBETCTBYIOLLUIA
response (2) OTBET, peakLus :
responsive (1) nerko pearupyroLui, eocnpuumqmabm
responsiveness (7) peakuyus
rest (1) ocranbHOR, OCTaBLUUIACK
restrain (1) caepxupaTe; yaepxuUBaTh
restriction (1) orpaHu4yeHune
retain (2) gepxarb; YAEPXMBATL, COXPaHATE
return (1): marginal ~ npegenbHbIA AOX04.
reuse (1) cHOBa/NOBTOPHO UCNONb3OBATL
reveal (1) nposicHATb, packpbiBaTh
revenue (2) goxog; sblpyuka
reward (1) Harpaaa
rich (2): the ~ Goraumn, cocToITeNbHbIE NOAM
rid (1) to get ~ of n3basurbcs
right (38).1. npaso; 2. NpaBusibHbINA; BEPHbII; UMEHHO TOT, KOTOPLIN HYXEH
rival (1) koHKypeHT
rivalry (3) KOHKypeHUMs; ConepHUYecTso
rob (1) rpabuts
root (2) kopeHb
rule (2) npasuno

S
sacnf' ce (5) 1. xeprBa; 2. l'IpMHOCVlTb B XepTay, )Kepraoaa'rb
sale (8) npogaxa
satisfaction (21) ygoBnetsopeHue; yaoeonscreue ,
satisfy (20) ya0BneTBOPATL, COOTBETCTBOBATL/OTBEUATL TPEBOBAHUAM
save (7) 6epedb, 3KOHOMUTL; OCTaBNNTh, Npubeperats
scarce (47) orpaHU4eHHbIN
scarcity (51) orpaHuueHHoCTb
schedule (15) rpaduk
scholar (2) yueHbli
science (11) Hayka
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scientific (1) Hay4HbIA

scratch (2): ~ my back and I will ~ yours Thbi -~ MHE, 6 - Tebe.
security (1) 6esonacHocTb

seem (3) kasaTbcsa

select (3) swibupath

self-interest (6) nuyHas sbiroga

self-interested (5) camosanHTepecosaHHbIl

selfish (1) aroucTuuHbIf

self-knowledge (1) camonosHaHvie

self-propagating (1) camopacnpocTpaHsiionii(C)

seller (69) npogasel

semi-finished (1): ~ goods ToBapbl HE3aBEPLIEHHOMO NPOU3BOACTBA
sense (9) cMbiCN, 3HAYEHWE, COMMON ~ 34,PaBbI CMBICH
sensitive (1) yyBcTBuTENbHBIR, BHICTPO pearupyrowui
sensitivity (1) yyscTBUTENbHOCTH ’
separate (2) otgenbHbIA

serve (3) cnyxuTs, paBoTatb

settle (1) ycranasnueaTth(CA)

settlement (1) cornaiueHue

several (2) Heckonbko

shape (3) 1. dopma, Bug; 2. CbOpMMpOBaTb

share (3) 1. pong; YacTb, akUUA; 2: COBMECTHO UCNONb3OBATH, pasaensTs
sharing (1) paéAeneHme, COBMECTHOE MOfb30BaHme

shift (17) 1. uaMeHeHme, NepemelLieHre, COABUT; 2, NepeMelaTs(cs);
casuraTbh(cA)

shopper (1) nokynaTesnb

shortage (6) HexBaTka, HegocTaTox; geduunT
short-hand (1) cokpaiyeHue

side (16) cropoHa; on the other ~ c ppyroi CTOpOHbi
similar (7) nogobxbiil; NOXoxuUiA, CXOAHbLIN

simple (18) npocron

simplify (1) ynpowats(cs),-aenartb:6onee npocToim
single (6) 0avH; OTAENBLHbIIA; SAVHBI.

skill (2) ymeHve; HaBbIK; kBanudukauus

skilled (1) KBanMULMPOBAHHBIN

slip (1): to ~ down napath, CHUXaTLCA

slope (10) HaknoH, KpyTU3Ha

slums (1) Tpyto6b!
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smart (2) TONKOBLIA, COOBPANTENLHLIN, HAXOAUNBLINA -

snack (1) nerkas 3akycka

society (38) o6wecTBO, 061L{ECTBEHHOCTL

soil (1) nousa, semns

solid (1) Teepabin

solution (1) peluenve

solve (12) pewarb

source (2) UCTOMHYK, NpUu4KHa

spare (2) 3anacHas 4acTb

spot (1) mecro

statement (2) yreepxaeHue

stay (2) octagatbes

steep (2) kpyTon

stick (1): to ~ at nothing v nepes YeM He OCTaHaBNMBATLCA'
stock (4) 3anac (Toapos); aKUUW; COMMON ~ 0BLINHAS AKLUA
storage (1) xpaHeHue

straight (3) npsimoint

strength (1) cuna

strip (1) otHumars, otoupars

strive (3) 6opoTheca, conepHudaTh

strong (2) CunbHLIR; petuUTeNbHBLIA

struggle (1) 6opoTues

stuff (2) sewym, ToBapL!

subdivision (1) nogpasgeneHve

subject (2) Tema, npeameT; ~ matter npeameT UCCReROBaHUA/OBCYKREHUS
subjective (4) cyGbekTMBHBIN, UHANBUAYANbHLIN, NUYHBLIA
submit (1) npeacTasuTb Ha paccMmoTpeHue

subsidy (1) aoTaums, cybenpus

substantial (3) BakHbIM, 3HAUUMBIA, HAUUTENBLHBIA, CYLLECTBEHHDIN
substitute (4) samerHutenb

succeed (3) gocTurate LUenn, nNpeycnesath; UMeThb yenex
success (8) ycnex

successful (3) ycnewHbii

sufficient (2) gocraTouHbiin

suggest (1) npeanaratb

suit (1) cooTBeTCTBOBATL, OTBEYATL TpeboBaHUAM

sum (12) cymma

supplementary (1) LONONHUTENbLHBLIA
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supplier (2) nocrapwmk. .
supply (151) 1. npegnoxeHue; 2. npepnarate
support (4) nogaepixa .
supporter (1) npuBepxeHeL, CTOPOHHUK
suppose (9) gonyckartb, AymaTb, (npeg)nonarartb
suppress (1) caepxueaTtb, CKpbiBaTb
sure (6) yBepeHHbIA
surface (1) nosepxHoCcTb
surplus (7) nsbbiTok, U3nniLek
surround {1) okpyxaTe
susvive (1) BbpkuBaTh
switch (2) nepexniouatb
T
table (121) Tabnuua
tabular (1) umelowuin. bopmy Tabnuubl, TabNUUHBLIA
tangible (6) maTepuanbHbii
tax (4) Hanor
- taxpayer (1) Hanoronnarenbwux
tenant (1) coemwVK; BpeMeHHbIA Bnajeney
tend (7) crpeMuTbCS, UMETb TEHAEHLINIO.
tension (1) HanpsbkeHue
term (27) TepmuH; in ~s of ¢ TOuKM 3peHusi
theft (1) kpaxa
thirsty (1) ucnbiThiBaroLmMi Xaxay
thought (5) Mbicnb
toll (1) nownuHa
tool (2) uHcTpymeHT
top (1): to ~ the list crosivb NEPBLIM B CNMUCKE.
tough (3) xecrtkuir-
tour (1) nyrewecrasne
trade (16) 1. Toproens; 2. TOproBbiit;-3.-TOproBath:
trademark (1) Toprosas mapka -
tradeoff (1) npo6nema BbiGopa-
traffic (1) aswxeHuve; TpaHcnopT
trait (1) uepra
transact (1) coBepLuaTh/3aKnoNaTb: (CAENKY)"
- transaction (10) aeno; caenka; onepauus
transfer (4) 1. nepeaaya; 2. nepegasarhb-
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trigger (1) AasaTb Hayano
trouble (2) 1. 6ecnokoicTeo; 2. 6eCNOKOUTDL. -
trust (1) sepa, aposepue’
truth (1) npasaa
try (15) 1. nonbiTka; 2. NLITaTbCs, AeNnaTb NONLITKY; crapaTbc;l
tuition (3) nnava 3a obyuexue
turn (7) 1. noBopoT 2. to ~ to obpalyaThes K
u
ultimate (3) kOHe4HbIA; OKOHYATETbHbLIA
unable (2) HecnocobHbLIA
uncertainty (1) HERCHOCTb, HeONpeaeneHHOCTL
unchanged (2) HEU3MEHNBLLUACH, HEU3MEHHbINA
unconscious (2) HenNPON3BONbHbIA; nomoaHaTeanbM"'
undeniable (1) HeocnopumMbii, Heonpoaepmeblﬁ
underlie (1) nexaTp B OCHOBe
unemployment (1) 6espabotuua
unequal (1) HepaBHbIA; HecnpaseanUBbIA
unexpected (1) HeoXMUAaHHbLINA
unfair (1) HeyeCTHbLIN
unfulfilled (1) HemcnonHeHHbIM
unit (19) eguHuLa; npeaMer
universe (1) Mup, BceneHHast
unjust (1) HecnpaeeanUBbLIA, HE3ACAYXKEHHbIN
unlikely (1) manosepoATHbIN
unlimited (17) 6e3rpaHuuHbIil, HEOrpaHUYEHHbIA: ﬁeénpe,qeanbM
unpleasant (1) HeNpUATHbLIA
unproductive (1) Henpon3soAUTENbHbI
unsatisfied (2) HeyaoBnNETBOPEHHLIA
unskilled (1) HekBanuULMPOBaHHLIA
unspecialized (1) HecneymananpoBaHHbIA
unwanted (1) NULIHKWIA, HEHYXKHBINA ..
unwise (2) He(6naro)pasyMHbIid
upbringing (1) BocnuTaHue, CTNL BOCNUTaHUA
upstream (1) NpOTUB TE4EHUR, NPOTUB NOTOKA
urban (2) ropoackon '
usage (1) ynotpebnexue
use (89) 1. ynoTpebneHue, npuMEHEHUE; UCNONb3OBAHUE;
2. NONb30BATLCH, NPUMEHSATB, YNOTPEONATL;.

to ~ up uapacxogoearb, UCFONb30BAaTL; UCTPaTUTbL
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useful (5) nonesnuimn
usefulness (3) nonsb3a; NonesHoCTL
utility (28) nonesHocTb; marginal ~ npefenbHan rone3HocTb

vague (1) HeonpeaeneHHsIn, HeACKHbIR
valuable (1) yeHHbIR; NoNeaHLIA
valuation (1) ouexka '
value (36) 1. LEHHOCTL; CTOMMOCTb; 2. ueerb
variable (2) nepemeHHas
varlety (2) mHoroobpasue, pa3H006pa3ue PsiA, MHOXECTBO
various (7) pasnuuHbliz, pasHbiil, pasHooGpaHbii
vary (2) u3MeHATL(CA), MeHATH(CA)
vehicle (1) TpaHcnopTHOe CpeacTBo
vending (1) ~ machine . Toprosblir asTomar
via (1) nyvem; uepes; NOCPEACTBOM
vice versa (4) nam. nao6opoT
vicinity (1) OKpeCTHOCTY; paioH
view (3) Touka 3peHus; MHeHre
violence (1) xeCTokoCTb, Hacunue
voluntary (2) 4o6poBoOnLHLIA
vote (1) ronocosatb
vs (7) COKp. om jjam. versus npoTus
w
wage (8) aapaGotHaa nnata
way (56) cnoco6; nyTb; o6pas (aeicTaus)
- weaknesses (2) cnaboe mMecto, HegoCTaToK
wealth (14) 6oratcTeo
wealthy (1): the ~ 6oraTbie siogu
weigh (3) B3gewmMBaTh, OLEHUBaTL, paccMaTpuBaTh
weight (1) BaXHOCTb, 3HaYUMOCTb ‘
weighty (1) Beckuit
welfare (1) 6narononyuune, GnarococtoaHune
well-run (1) xopoLuo ynpasnsemblia
well-suited (1) cooTeercrayouimit
wheat (1) nwiexnya
whole (9) Becb, Lenbii
widget (5) (BbiMbilLINeHHas) Bewb/npeaMeT
willing (35) xenatowui
wﬂlingness (3) roToBHOCTb, Xenanue
wise (3) Myapbilt, pasyMHblin
wonder (2) 1. uHTepecosaTtbes; no ~ that HeyAUBUTENLHO, YTO
wording (1) dopmynupoBka
worry (1) 6ecn0|<omb(cn) BonnoaaTb(ca)
worth (2) pocTonHbli, 3acny>msaaou4uu yero-.
would-be (1) noTeHuUarnbHLIA, BO3MOXHDBIA
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