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NPEQUCNOBUE

Hacroswee nocobue npeacrasnseT coboil nepepaboTaHHbii, 4ONONHEHHLI Y UCNpas-
JIeHHbI COOPHUK 3KOHOMUYECKMX TEKCTOB Ha aHTfIMACKOM A3bIKe TeX Xe asTopos, nepsoe
usgaHue kotoporo Buiuwio B 2007 rogy. HeobxoauMoCTe HOBOrO U3aaHus 0bycrioBneHa e
nepsylo odepe/lb Nepexo4oM Ha HOBbIe TUNOBbIE NPOrPamMMbl U Of4HOroANYHLIA Kypc oby-
YEHWS MHOCTPAHHOMY A3blKy B HES3LIKOBLIX BY3aX, B.CBA3U C YEM BCA TEKCTOBAs 4acTb
cBopHuka B HOBOM W3AaHWK NOABEPINAch CyweCcTBEeHHOMY COKpalLeHnto u nepepaboTke. -
Kpome TOro, yuteH u rogosoi onbIT paboTsl C NPeALIAYLLMM M3garuem nocobus. B yacr-
HOCTW, BHECEHbl COOTBETCTBYIOLLNE N3MEHEHUS U JONONHEHUA BO BCE [OCNETEKCTOBLIE
3a1aHuR Npyu coxpaHeHuu obLien CTPYKTypbl caMoit pa3paboTku. :

Mocobue, copepxalyee CUCTEMATUIMPOBAHHLIA M0 TEMaTUYECKOMY NPUHUMNY TEKCTO-
BOW Marepuan Ha aHriIMACKOM A3bike CyMMapHbiM obremom okono 200 000 nevatHbIX
3HAKOB, NPEeAHa3sHa4eHo ASIA UCNOMb30BaHUS B KayecrBe Cpeactsa obydeHus YTeHuio
cneuuanbHOi MHOA3LINHOR: IMTEPaTYPbl CTYAEHTOB NEPBLIX KYPCOB IKOHOMUYECKUX Crie-
UnanbHOCTEN HEA3LIKOBLIX BY30B, NPOAOCIKAOLMUX U3YHEHUE AHINWACKOrO A3blika nocne
OKOHYaHNA CPEANEN LUKOSbI.

MNocobue paccuutano Ha 80 — 100 yacos y4e6HoWi paboThl, B-3aBUCUMOCTY OT ypoBHs!
U3HavanbHoW WHOA3LIYHON NOAFOTOBKM CTYAEHTOB, W COCTOMT M3 MATW YPOKOS: U -ABYX
Rpunoxenni. Bce ypokn nocobus. CXoaHb! NO CTPYKTYPE U COCTONT U3 (@) OCHOBHOIQ: TEK-
CTa C NOC/IETEKCTOBLIMUA 3a4aKUAMK, HANPABNEHHLIMU: Ha NPOBEPKY MOHUMAHURA ero Co-
AEPXaHuA, 3aKpensieHne NexCMKo-rpammaTiyeckoro Marepuana ypoka u passurtve Hasbol-
KOB YCTHO# peun, (6) AONOMHUTENbHbIX TEKCTOB ANA PA3BUTUR HABLIKOB 03HAKOMUTENbHO-
0 YTEHUA, (B) MUKPOTEKCTOB AN NUCHMEHHOTO NepeBoAa Ha GenopyCCKUi -Unu pycckui
A3bIK W () 3aaaHNiA NS NUCLMEHHOrO NEPEBOAA C PYCCKOrO f3biKa Ha aHINUACKVIA. .

INpunoxenns . copepxaT aHro-pycckuii -cnosapt obvemom. okono 800  nekcuuyeckux
EAKHUL|:C yKazaHNeM 4aCToTHOCTH YnoTpebnenns Kaxaon ¥3 HUX.B OCHOBHbIX TEKCTax no-
cobuf, a Taloke WecTb CNIMCKOB CI10B; COAEPXallX BCE BCTPEYAIOLIMECH B .OCHOBHBIX TEK-.
cTax nocobus, Ho He BOLEALINE B CNOBapb; (a) cTpoesbie/cnyxebHbIe Cos8a arrnUiCKoro
A3bIKa; (0) HenpasunbHbIe rnarosbl, (B) NOMHO3HAYHLIE COBA U3 NMEKCUYECKOTO MUHUMYMA
3a Kypc cpeiHen Wkonbl, (r). npocTbie:Hapeuns, (4) npouaaop.Hble napewuﬂ u(e) «vmrep-
HauMoHanbHLIe» Cnosa.

Bce nHTepHaumoHanbHble cnosa pas,qeneHbl C METOAVYECKOM, L\eJ'IbIO Ha YeTbIpe rpynn.!
B 3aBUCMMOCTA OT CTENEHWU TPYAHOCTH WX Y3HABAHUS .M NOHUMAHUA NPU -HTEHUN OpUrv-
HanbHbIX 3KOHOMWYECKUX : TEKCTOB : CTYAEHTOM — BbINYCKHUKOM cpeaHew obuweobpa3osa-
TENbHOW WKONbI.:

B nepsyio rpynny -sowwnu cnosa, cemaHTwsupyeMble npocrom TpaucnuTepauueu C Heo6-
XOAUMbBIMI B PRAE Cy4aeB NONpaBKaMKU Ha Pa3NUYHOE 3BYKO-BykBeHHOE ¥ mopdonoru-
yeckoe oopMnexue CNOB-KOPPENATOB B PYCCKOM U @HIMUACKOM f3bikax. PakTuuecku,
3TO — MEXbA3LIKOBLIE. ABOMKUKM, NETKO Y3HABAEMbIE U MOHUMAEMbIE NPU MKOBLIX YCNoBM-
AX UX NPE3EHTALINM NPAKTYECKN BCEMN YHaLUMMUCS. -3TO MMEHHO Te CMoBa, KOTOPhIe, Ha-
PAAY C NPOYHO YCBOEHHLIMU «MCKOHHO AHIMNACKMMU» CAOBaMK U3 4vMcna Mexcu4eckoro
MUHUMYMa 33 KypC CPEAHEN LKOMLI, 0BpasyloT NCXOAHYIO neKcuqecxym OCHOBY Anﬂ 8bi-
NONHeHUA y4eBHbIX AEACTBUI HA HAYanbHOM 3Tane oByueHuns.

CnoBa, BKNIOHEHKbIE BO BTOPYIO IPYNNY, CXOAHb! CO CrIOBaMU NEPBOIA rpynnbl 8 nnaxe
Bbip@XEHNUA, OAHAKO PA3HATCA OT NOCNEAHUX KakK ynoTpebuUTenbHOCThi0 (U3-3a NPUHAA-
NEeXHOCTU K Pasnu{HbIM NNACTaM NEKCUKK U, AOBOSBHO HACTO, PAANUYHBIM HACTAM peyu),
TaK ¥ CEMaHTUYECKOW CTPYKTYPOK U 06BLEMOM 3HAYEHUM, NPUYEM OCHOBHOE 3HaYeHUe Co-
OTBETCTBYIOLUErO PYCCKOA3BIMHOrO CNOBA, Kak NPaBuUno, He COBNAAAET C OCHOBHLIM 3HA-
YEHWEM €ro aHrNOA3bIMHOTO «ABOMHUKA» W HACTO NEXMUT HA Nepugepuu CeMaHTUNECKOro
nona nocneaHero. lNepesoa Takux CNOB HA PyCCKUI A3bIK NOCPEACTBOM TpaHCnuTepauuu
NPUBOAWT, KaKk MUHUMYM, K CTUIMCTUYECKUM Olinbkam, Bo usbexaHue koTopeix HeobBxo-

AWMa 3aMeHa «TpaHcAuTepaTa» COOTBETCTBYHUIMM CUHOHUMOM.
3



TpeTbio rpynny CROB COCTABNSIOT TaK HA3blBaEMbIE «MOXHLIE APY3bS NEPEBOAYMKA» —
€B0e00pasHble MEXLAILIKOBLIE OMOHMMbI, CEMaHTU3aUMs KOTOPLIX NOCPEACTBOM TPaHt-
NUTEPaUMM W MX OTOXAECTBNEHUS COOTBETCTBYIOWMMM CMOBaMU POAHOIO A3bika Heus<:
GexHo npuBoguT K rpybuiM cMbicrioBbiM cwnbkam B nepesoae. -

YetBepTyto rpynny cnos o6pasyloT- fiekCUYeckue eauHuUbl, y3HaBaHue mlvmn NOHUMa-
HWE: KOTOPLIX 3aTPYAHEHD U3-32 PE3KOr0 PacXOXAEHUS. Kak B NnaHe BbIPAXEHUS, TaK'u B
nNaHe CoAEPXaHNA KOPPENUPYIOLLUX C HUMK CIIOB B PYCCKOM si3bike. [laHHas rpynna crnos’
BLIYNEHAETCR UCKMIOYMTENLHO C LENbID UCNONL30BAHUA «0BLMUX» INEMEHTOB B MOPGO-
NOTM4ECKUX CTPYKTYPEX TaKUX CNOB B Ka4ECTBe ONopsi (xomcpemux opuem'wpoa) Ana 06-
NErYeHus UX 3aNOMUHAHVS.

Bce Be3 uckniouenna TexcTs B nocobum cocrasnetbl aBTOpaMM npeumyLuecrseHHo Ha
OCHOBE MaTepuanos, HaxOAALMXCA B CBOGOAHOM AOCTYRE Ha AHrMOS3bIMHBIX' CAlTax B
MnTepreTe. B TeMaTUYECKOM OTHOLIEHNM BCR TEKCTHI CBA3AHLI KaK Mexqly co6oil, Tak u ¢
npobnemamu, paccMaTpuBaeMbiMu B pamkax Kypca «MUKDOSKOHOMUKA®, YNTAEMOrO Ha
Kageape . 3KOHOMUHECKO! TeOpUN CTYAEHTaM NEepBOro Kypca 3KOHOMUYECKUX Cneuuant-:
HocTel bpiTY, UT0, C OAHOW CTOPOHbI, HECOMHEHHO, cnocobereyet Gonee rnyGokomy no--
HUMaHMIO COAEPKAHUA 3YHEEMbIX B A3LIKOBOM OTHOLLEHVMU aHMMOR3LIYHLIX TEKCTOB U Bbi-
NOMHEHWIO Ha WX OCHOBE Pa3NUYHOrO POAA 3aiaHuii: TBOPYECKOro XapakTepa Ansi passu-
TWA HABbIKOB YCTHON PEYM, a C APYrol — paclmMpseT U 3aKpennseT 3HaHWs, nofyyaemsie
CTYASHTaMWU NPU. UIYUSHNUI Ha ‘POAHOM: S3bIKE AUCUMNNUH SKOHOMUUECKOTrO Xapakrepa,
CNocoBCTBYS TEM (CaMbiM  OCYLLIECTBEHUIO HA NPaKTiKe Kak AWAAKTUHECKOro npuHuuna’
MEXAMCUMNNKHAPHLIX CBA3EH, TaK U MPUHUMNA NPOCECCUOHATIHO-OPUEHTUPOBAHHOO
06yueHus WHOCTPAHHOMY S3bIKY: B: HEA3LIKOBOM BYy3€, T.€: oﬁyueva CTyAeHTOB 6ynymu :
CNEeLManbHOCTH: CPeACTBAMU KHOCTP3HHOTO: A3bIKA. :

+ Bo -Bcex.6e3 uckniouerna- 6azoBbix TekcTax: nocobus: OTAENbHLIE B CMbICNOBOM OTHO-
LUEHYM YacTU HecyT NOPAAKOBY) HyMepaLmio u cHabxeHb Mog3aronoskamy Ans ynpolye-’
HUA ofpaweHus K Texcram u obneryeHus ux: MOHUMAHUA NPY Bunonuenuu AIBIKOBBIX
w/inu peyeBbix y\le6m>lx AeiCTBUN: Ha X OCHOBE:

. YuuTbiBan :NpUKNagHoN xapaktep: pa3paboTku, Kakoi-nifo cneunasnsHok MeToguku pa--
607bI.C TEKCTaMK: He NpepycmaTpueaeTcs. MocneaHss onpeaenseTcs caMum NpenojaBas-
Tenem, UCXOAA U3 KOHKPETHLIX YCNOBHWA U 3aaay of0yueHus. OgHaKO asTopbi peKomeHay-
10T NPUAEPHKUBATLCA TOK NOCNEAOBATENbHOCTU npoxomqenvm Texcroaoro marepuana, 8
KOTOPO# NQCREeAHWA NPEACTaBREH B HacToAWIeM Noco6un: - .

-Bce OCHOBHBIE TEKCThI YPOKOB, Hapsiy C OCHOBHOW Macoou YNPaOXHEHWIA, BKITIOYEHHBIX B

. RakHoe nocobue, NPOLNK anpoGauvio Ha NPaKTU4EecKUX 3aHATUAX NO AHINWACKOMY A3BIKY
CO CTYAEHTaMK NEPBLIX KyPCOB SKOHOMMUEcKore hakynbTeTa: Bpl‘l’y B 2005 2009 rogax
1 Bkini NPU3HAHbI NPUTOAHBIMM K UCMONL30BaHKIO B yUeGHOM npoLiecce.

‘ABTOpbI BLIpaXaloT YBEPEHHOCTb, YTO AAaHHAA ‘paspaboTka, B yCNOoBUAX HeaocTaTka
LIEHTPaN30BaHHO U3BAHHBIX W CTPOFO OPUEHTUPOBAHHLIX Ha 0Oy4eHUe CTyAeHTOB GyAy-
Ljeit cheuuansHOCTH CPeACTBaMM MHOCTPaHHOrO f3bika NOCOGMi, OKaXETCA NoNe3HoM Kak
ANA Lenen oByYEHUA YTEHUIO 3KOHOMUYECKOW NUTEPaTYpbl Ha aHrMUACKOM A3bIKE CTYAEH-

TOB HEA3LIKOBOTO BY3a, TaK U NOATOTOBKM BY3OM BbICOKOKBANM(ULUPOBAHHBIX Cheyuani:
CTOB B OGNACTU 3KOHOMUKIA B LUENOM.

ABTOpbY



"UNIT 1 WELCOME*‘TU’ECONOMICS!

Text 1.1 .
Economy, Economlc Systems, and Economics
) " “First things first” = An’ 'English proverb.
(1) Introduction. Human exlstence can hardly be lmaglned wnthout consump-
tion. People have'to ¢consiime" thmgs (goods and services). in order to satlsfy
their wants -and needs. Bit' most of the- thlngs that people wish: to have .in or-
der to meet theirneéds’and’ w 'ts seldom can be found in Nature in a “ready-
made” form."Mére often than'hot péople have to prodtice them using available
resources.
(2) Economy versus economlcs “A bad thmg about it is'that resources used
in'the’ productlon of goods and services are scarc or llmlted/f' mte wh|le ‘peo-
ple’s'wants are, on the: contrary, unllmlted/mf ni ’
goods which can be produced at a glven time from’ avallable tes urces is lim-
ited too. It is for this redason that a: system of: dlstnbutlon based on-certain
© principles must exist in a community to effi cnently allocate the avallable re-
sources and goods among those who want to ‘have them:’ Consequently,
- system of managing the: productlon dlstnbutlon and consumptlon of goods
and services under scarcny is normally ‘called economy or ‘economic system
while ‘'a ‘social ‘sciénce involved in studymg such systems is called economlc
theory or economics for short. .
(3) Economy types. Any economic system refers to'the” orgamzatlonal‘- ar-
rangements and processes through which a. socrety makes: lts productlon-
distribution-, and consumptlon decisions as to what to produ . how to pro-
duce it, and who gets’ what is produced. Different economic systems answer
these questlons dlfferently
Depending -on whéther" individual ‘économic: agents - ‘or-government make
decisions on the-matters of. productlo strlbutlon ‘and consumptlon market-
type'and command- type economies may beé dlstlngurshed ‘Howev v
modern world neithér of the two: economy types mentioned above exrsts'ln rts
pure ‘form..‘All what" exists-in reality“is“the_mixed- type economy, smce eco-
nomic ‘decisions in-a: modern “society.-are: actually ‘made by both-indivi
economic-agents and. government
(4) To sum up. Thus, economyls the human actlwty that consists in produc-
ing, dlstnbutmg, and consuming’ goods and ‘services, reallzed lnslde an eco-
nomic system ‘and studied-by. economics.’An economic system is‘a way of
answering the three basic’ ‘econdmic questlons ‘what to’ produce how to pro-
--duce, and for whom to produce. These. questlons result from-the: scamlly of
available resources.and unlimited. peoples~wants “The:two- opposing eco-
nomic systems to‘answer differently these questions aré the: market economy
and the command economy: However all real:world economic systems are

nowadays of mixed type




A. TEST YOUR UNDERSTANDING
. Decide whether the following statements are true or false:
. Economics is the study of economies.

. People's wants and resources are unlimited.
- Al ecoriomic systemis now in use are of mixed type.
. People ¢an find all the thlngs they need in Nature.

1
1
2
3
4
5. The number of goods which can be produced is unlimited.

6. Most things people need can be found in Nature ina ready—made form.
7
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2

1

2

3

. There are three opposmg economic- systems in the modern world.

. Any economic system must answer three basic economic questions.

. Choose the most suitable word:"

- People can not live without (consumption, distribution, productron) _
. Different societies. answer their economic questuons (hardly, differently).

.No command—type economy (consrsts exists) now in its pure form.
4. We all are part.of (economy, economlcs)

_3.Fill in _the blanks using the words given.below:

1. The subject matter.of economics is .

2. Most of the: thlngs people wish to have are

3 ou'can’t produce things wrthout using-.. resources

4, A social science involved.in studying: economic systems is called ..

f‘_s People have to consume goods in ‘order to.... their wants.and needs -

certaln economlcs economy, satisfy, scarce.

4. Complete the sentences:.

1.The market-type economy. is an economy in which ..

2. The three basic economic questrons for any socrety are

3. Most economic decisions in'a modern society are. actually made by ...
4.A system of dlstrlbutlon must exist.in a society to efficiently allocate ...
'5. Restore the correct word order in the sentences that follow:

1. Economic agents in a market economy. are made individual by decnsrons
;2 People have to produce resources usmg specrﬁc thmgs

3.The economlc human actrvrty realrzed Jis.inside an economic system?.
6..Answer the following questions without looking back at the text:
1. What is an eéconomy/an economic system?

2. What is economics?

3. What are the three basrc questrons facmg any economlc system'7

4. What do the market- type and command-type:economies differ.in?

5 What is the mlxed-type economy?

7. Render the contents of Text 1.1 in Enghsh wrthout lookmg back at the text
‘8. Comment on the following statements:

-+ :“Consumption.has become-an end in itself in modem-societies.”

= “Economic progress. will solve all the problems of mankind.” - -
9 Discuss the following question:

“Do we live to consume, or do we consume to live?”
N




Text 1.2
What Exactly is Economics?
" “Economics is-the only field in which two people can share a Nobel Prize
for saying opposmg thlngsl’ :A popular joké aboiit econgmists.
(1) Etymology -The- Enghsh word ‘economics” comes from the Greek words
“oikos” (house), and ‘nemos”. (norms) whlch roughly means: "‘household
~management”. . ..

(2) Definition of economlcs There sno one unrversally accepted answer to
the question “What is economics?” There: are- many: definitions,. past. and

present, which have been apphed to the term economics. .. -

Stlll broadly speakrng economics is a social science, a school of thought

theory and ' its_area of . study is human _activity. involved. in . meetrng
people s needs and wants. Econorics tells us how people and economiés
normally behave, and why they behave like that/the way they do, and predicts
what will result if certain economlc factors are dlsturbed or changed o
(3) Early ‘definitions . of. economics.’ Two *of - the " earliest definitions- of
economics based on the notion of wealth and cffered by Adam ‘Stnith (1723~
1790), generally regarded as the“father of economics; are “the science of
wealth” and: “the' science rélating ‘to:the faws-of productlon ‘distribution’ and-
exchange (of wealth)".-Some-academic-dictionaries ‘still define economlcs as
“a social-science’that studies’ the -production, distribution, “and : con-
sumption of goods and services:and. their. management’or :as: “the sci-
ence of how:people. produce :goods. and ‘services, how:they. distribute-them
among themselves;:and how. they-use them”, whilemodern academic défini-
tions of economics involve:mostly.the notlons of scarcity, and.choice.:: ‘
4) Modem definitions, of economics.- Though-the: exact: word|ng differs
from author to authbr, the standard definition, of economics in terms- of. scar-
“city and choice is something like this: “Economics is a social-science- which
examines how people choose to use’ l/m/ted or scarce resources in order to
satisfy their unlimited Wants “This scarcity definition. of economics means. that
peopie’s resources are scarce, and whenever an individual, a business, or a
nation faces a competmg altematrve ‘a choice must be made. From this pomt
of view, economics is’ essentlally the study of chorce and decision-making in a
world with limited or, otherwise, scarce resduirces.

The focus on scarcity continues to dominate neoclassical economics,

which, in tumn, predommates ‘in “most ‘academic -ecoriomics departments
though it has been ‘criticized in recent years from a vanety of quarters -Be-
cause scarcrty and choice -are ‘central concepts- in ‘modern” economics; they
are discussed in more detail in Unit 2 that-follows: -
(5) Other definitions of economics. The above:definitions of economics are
the dominant but not the only:possible :ones. Beyond them, there: are. many
other definitions ranging from. “the ‘dismal. science’ and-*what.economists do”
to “the mechanics of utility. and self-interest” and .“the . study-of how people
eam their daily bread”, deépending on the school: of economic thought the
economists represent.and/or. their.sense of humour.




(6) To sum up. So, what exactly is economics in modern terms? Economics,
first and foremost, is a social science, a “school of thought” or “theory”. As
'such, economics helps to: ‘explain the mysteries of human, béhaviour in relation to
the. productlon dlstnbut;on :and consumption. of goods and services under “condi-
tions-of scarce: resoutces and “unlimited wants: why people and econcniies be-
have the way they do, and" why things happen the way they do.
Neoclassical economics is mostly the study of scarcity and choice. More
précisely,:it"is the study of How individuals and- socuety choose to use Inmlted
“resolirces in an effort to’satisfy-their- unllmlted wants.
' The role of economists is thus to analyze scarcity and make predlctlons and
_practucal recommendatlons regardlng the ‘most’ effectlve ways of using avail-
-able resources to achneve people s economlc desures and goals

A. TEST.YOUR UNDERSTANDING
1. Decidé whether the. followinq sStatements are true.or false:
Economlcs is a social.science..

_There's only one unuversally accepted definition of €conomics.

otion of choice is not stressed in older definitions.of.economics:
4. Economics is the study of.the chouces people. make because:of scarcnty
Some modem definitions of economics involve the notion:of scarcity. -
2 Choose the most suitable:grammar form:. :
1..Some-definitions of economics.( offered, were offered) by A:Smith:
2. There are:many definitions which'can (apply, be applied) to economics.
3. Some: definitions'of economics’ (based ‘are’based) on the notion: of wealth.
4. In'récent years; neoclassical economics (has: been;’ was) much cntlmzed

5:Adam’Smith (regards, regarded is regarded) as'the father of economlcs
-3: Fill in the blanks using the: ‘words given: below_

s b O

1. What ... the Greek word “economics” mean‘?
.-'2 Economles is.the study of maklng chonces or.,

... are'many good deﬂmtlons of economics.

4 Ecoriothi is essentlally the study of hoi sociéty tries to overcome. .
5 Economlcs' is the studv of choice and decision-making in. a. world of

j_does scarcyty, choos:ng, Ilmrted resources there.
Comglete the sentences:

1..The English.word “economics”.comes.from:the Greek ..

2. The subject matter of economics is .. ;

3. Two of the earliest definitions:of economics were .
- 4: Modern.definitions of economics involve the. notlons of
5. Neoclassmal €conomics.is: essentlally the'study of: chonce and

5. Restore the correct word order in the sentences that follow:

1. Economies is' of the study‘economics. :

2. The human activity in meeting people’s needs and wants is involved?
3. The focus on neoclassical economics continues to dominate scarcity.
8



6. Answer the following questions without Iookmg back at the: text
1.:What. exactly is economics?. -

2. Is economics a true science?

3. What is the Greek for “household management’?’

4. Can you give some good defi mtlon(s) of modern economics?

5. Can you give some of the earliest défi nitions of economics?

6. What does the scarcity definition of economics mean? -~

7. Render the.contents of Text 1.2 in English.

8. Comment on the following statement:

“The art of economlcs consists in Iooklng not merely at the. lmmed/ate but at
the longer’ effects of any act or policy; it consists in trac:ng the’ consequences
of that pollcy not merely for one -group. but for all groups.” - Henry Hazlltt ’

Text 1.3 o
Economics: Areas:of Studies
“Microeconomics looks at the trees,
whlle .macroeconomicslooks at the. forest’ A popular saying.
@) Mlcro VS macro. Tradltlonally . economics. is broadly deed into. two
main/major. branches: -microeconomics. “which:is the- study: of. économy ‘at'the
level of individual economic entities: (mduvnduals ‘households;-and firms); and
macroeconomics —.the study:of the:behaviour:of the economy:taken as.a
whole. In other words, macroeconomics:is the.study: of the:entire system of
economies, ‘while microeconomics:is;the ‘'study of .individual- parts :of :such a
system.:
(2) Meso- and megaeconoinics.. Some:economists:also: argue that two. other
. branches of economics: should: be distinguished, namely.:mesoeconomics,
which'is the: study -of ‘markets:and -other similar intermediary institutional
arangements within: a. nation,: ahd-megaeconomics; whichis ‘the ‘study of
economy at-the international-level: As national economies get more and:more
connected: globally to one' another, their: study at the' international level be-
comes an extremely important one:
(3) Micro-macro sub-disciplines. The main: areas: of: studies into -which
economics is: typically ‘divided can- be further sub-divided: into numerous sub-
“disciplines that do-not-always fit neatly into:the: mlcro-macro-meso-mega
categorization. These :sub-diséiplines;.in alphabetical: order; are: agncultural
economics, business economics, ecological economics,’ enwronmental eco-
nomics, evolutionary econom/cs international econom/cs Iabour econom/cs
managerial economics,-:resource-: economics,: socioeconomics, " transport
economics, urban economics, ‘economic geography; :economic’history,
industrial organization, just to name a.few.of them.:
As to Finance that has traditionally been considered a part of economics, it
has today effectively established itself as a separate, though-closely-related

to economics, discipline.




(4) Other subdivistions _of economic:study are.also possible; the:more so
that in recent years the subject matter that economists have studied for cen-
" turies has expanded, making its boundaries: less-: defined. -Since -modern:
economic analysis focuses on- decision-making, .it- can be. applied, ‘with -
varying degrees - of success, to any field  where - people - are -faced : with

alternatives - educatron -marriage, health, -.etc. :Some .economists: extend
economical analysis to. all personal - decrsrons regardmg not only questions
like “How many eggs should i. buy7" ‘but-also “How many- hours should |
spend with my kids?", and “How long should | spend ‘brushing my teeth? Y
(5) To sum _up. Any modern economy can be represented asa two-level ar-
rangement “The lower Ievel of economy is known as mrcroeconomy, which is
the sub]ect ‘matter of microeconomics of ‘microe¢onomic theory.. The upper
level is called macroeconomy, which'is the subject matter of - macroeconom-
ics or macroeconomic theory. Two of the intermediate, and relatively new,
fields of economic study are meso- and megaeconomrcs Since. modern

economic analysis focuses on decision-making, it is often applied to’ most dif-
ferent fields of human activity..

A. TESTYOUR UNDERSTANDING
1. Deécide whether the foliowing statements are true or faise:

1. Two of the main braniches of €conomics are’ micro="and “macroeconomics.”
2..Microeconomics examines an economy as a whole:

3. Macroeconomics:examines the behaviour of individual economic actors:
4.-Megaeconomics'is a separate ‘economic discipline.

5..Finance has never been a-part of economics.

6. Most economists extend economical analysis to all personal decisions::
2.-Choose the most suitable.qrammar form::

1. Finance (has, is, does) a seéparate economic dlscrphne

2. Macroeconomics is the study of economies:(has taken, taken) as a whole.
3. The boundaries of economiics (expanded have expanded) since A:Smith:
4. Economics (has divided, is.divided, is dividing) into two:main: branches

5. Economic analyses can'(apply, applies; be-applied) to any field where
peaple (face, facing, are faced) with alternatives. .

3::Fill in-the blanks using the words given below::
1. Microeconomics studies.economies at the ..: of individual economic ...
2. .Any:modern . economy.can be rep_resented as:a two-level .....

3. National economiies.get.more and more-. globallyyto one another.:
4 Modern economrc analysrs focuses on<

arrangement connected entrtles decrsron-makmg, Jevel:
4. Complete the sentences: .

. 1. Economics can be broadly. divided-into ....
2. Microeconomics is ... .-

3 Macroeconomics'is ...- ..
4. Forest is-to trees like macroeconomicsis to ... .
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5. Restore the correct word order in the sentences that follow:

1. What the matter subject of microeconomics is?-

2. Broadly, economics’is speakmg inté main two dlvuded branches

3. The boundanes of economic$ nowadays to define. are diffictilt.

6. Answer the followmg ‘questions without Iooklng back at the text:.

1. What are:the two main branches-of economics?

2:'What'is the difference between microeconomics ‘and macroeconomlcs’?

3. Whatis mesoeconomlcslmegaeconomlcs’?

4. What are the major macro- and microeconomic sub-dcscaplmes"

5. What is the‘subject t matter of modem économic analyses?

6 ‘Why is'it possible to extend economic analyses to almost any field of

~‘human’ actlvuty'?

7. Render the contents of Text 1.3 in Enghsh

8. Commeént on the following statement;

There are‘macroeconomic questions,-but only: microeconomic answers.” :
‘Roger Gamson

_Elosl

B FURTHER READING
1. Read the text below and glve three reasons why one should study

Why should anybody want to_learn_ economics? Seve

and above all, the study of s ntific economics.is going to let you really | under-
stand the world you live-in"and many-many thlngs around you.that. will: con-

cern;you all your life — things: which your commion sense:alone-couldn't-explain:

Sometlmes your:common:sense might:even mislead you!:

-:And -another- thlng Leaming economics'is'a ‘good -exercise’in-mental- develop-
ment: It leads‘to riew:ways: of thinking abou lings ‘which'c an be'a reward in
andof ‘itself. “You"don't under ;what that”me
When you get to the end ‘of ‘your course in, economlcs you'll: reallze jUSt how
true that is.

Economics, leamed well, will provide lifetime support: for your.own good-com-
mon 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:

2 Read the text below and answer-the uestions:

[
Careers in. economlc Economl, . has been recognlzed as. a spemal 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.:

-So,what careers are-available in economics? About 60%:-of.economists work i
business firms, -while ‘the’rest work' for govemment agencies and colleges- and
universities. Majonng in economics is, therefore; a spring-board to a very wide va-
riety of careers, not only in. buslnesses ‘but also in government agencies and not-
for-profit organizations. It also is an excellent preparatlon for graduate’ study to-
ward master's and doctoral degrees in economics, business, public admlnlstra-
tion, urban studies, intemational studies, and other fields.
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LG TRANSLATE INTO'RUSSIAN N B
1. Economics is eyerywhere lt touches every aspect _of peoples life ts at;

all there.isto know about economlcs Nelth .should,

only one. cofrect deﬂmtlon possible. Many good defi nitions are possnble ahd
each will focus on’'some important aspect of the subject.

D: TRANSLATE INTO" ENGLISH S - ‘ ]
1: Bes akoHOMMKN — He ooow;embcﬂ Oxa MOBCIOAY. OHa. B0 Bcem Onas pa6o're BCe apemn ;
¢ JKOHOMUKOR CBR3AHO BC, HTO MLl AeNank, W ASRaeM B Hailien: Kn3Hu ‘OHa KacaeTcn Boex
cropou Ralvero sumﬂ Ep,eTe nW:BYI B aBTOBYCR; NOKyNaETe Nk xnel; YuTaeTe Tu KHury =
3koHOMMKa BCeifa PAAOM. .
2: Tepuma «3KOHOMUKaY NPONUCXOANT: OT: FPEUECKUXCNIOB-0IKOS = «AOM; POANHAN: W.NeMios!
= «Y4EHNE, 3AKOH» 1 O3HAYAET «BEACHUE AOMALLHEr0, XO3ANCTEA, AOMOBOACTEON::
3 Cymecrayer uuoxecmo onpeAeneHuu 3KCHOMMKHA AHAKO; osu.(enpunmoro onpepe- -

)KVI3HM I'IPOMCXOAMT TaK KaK npoucxoam'»

4 B pyccxom R3I>IKe TepMIAH «3KOHOMV|K3» ‘WmeeT fea. OCHOBHHX 3Ha'~leHMﬂ KOTOpblM 8
anrnnucxom ﬂSbIKe COOTBBTCTBleT Asax pa3Hle cnoaa - «economy v «economm» BO-'
I'IepBbIX «3KOHOMV|K3» > 370; Bce 10, ‘4T0‘_CB$I33HO c I'IDDVI3BOACT BOM, pacnpenenen ;

TpeGHOCTQM mop,eu BO-BTOple 376 na
meru 3axouo~|epuoc-r W nporexaum X0

qeuuem NOBEASHUA: omenbuux xoanucrsynomux cyohexros. TakuX KaK: cbprbl & Maxpo-
IKOHOMMKA = U3YHEHUEM: HAUMOHANLHOIM KOHOMMKM 8 Lienion <BriaensioTeH Taioke Meso:
3KOHOMMKa .(NOBEAGHME NOACMCTEM HALMOHANLHOM IKOHOMMKM): U MEraskoHOMIKa (noBe:
AGHHWE MUPOBOA: IKOHOMMKIA B; LIerom). Ecnu: roBopuTs 0GpasHo; T0; MaxpoaKOHomuKa 3a-
HUMAETCA U3yNEHNEM NEca B LIENOM;: 8 _MUKPOIKOHOMMKA - U3y4aeT. OTAEbHBIE COCTaB-"
NAOWNE r0 ASPEBbA.

6 Paanw-aavo'r ABe Auame'rpanbuo I'lpOTMBOI'IOﬂO)KHbIX CMCI’ eMbl XOSRMCT aoaauma ABa OC-

HOBHbIX 'mna 3KOHOMMKM 3¢

akoroMikn - OB HaKO B cospeuennom"mnpe OCHOBHOM THN 3KOHOMMUKN = CMELLaHHBIR:
Rk
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UNIT 2 THE BASIC. ECONOMIC TRILOGY:
“SCARCITY,; CHOICE AND.COST

Text 2.1 .
The Problem of Scarcig
"The first fesson of economics is scarcity:
There is’never enough of anything to satlsfy all those who want it~ Tomas Sowell.
(1) Introduction. Economists ‘argue that people are néver “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 Wafit, or desire; thé list will be-
very long indeed. It will include all material desires: plus'non-mateial desires,
such as love, affection, companionship, power; ‘prestige; and leisuré. In con-
trast to our wants and desnres the resources (such as time, money, or goods)
we have at hand to satisfy our desrres or achleve our goals are scarce (oth-
erwise, finite or limited).
(2) Scarcity is universal. Because wants are unl|m|ted and resources are
not, scarcity exists everywhere and-at any point in time. Scarcity is an lnescap-
able fact of our'life, like gravity.- Neoclassical economists argue that it is scar-
city that makes the world go round In. a world w1thout scarcrty, there would be
no economics! -
(3) What, exactly, is scarclty? The word scam/ty comes from the word scan:e
which means “the amount available’ is limited" or; altematlvely, “the available
-amounts are not completely-unlimited”.-Consequently, “scarcity”,.in the economic
sense, means “not having " sufficient resources to -produce enough -to; fulfil
unlimited sub/ect:ve wants”. Both of the followrng qualifications, thus; must be met
if something is going to.be called “scarce” in tefms of economics:-(a) people must
wantit, and (b) the amount of it must be limited.-
(4) Scarcity is a relative concept.:\Whether a thing is scarce or free is not:an
inherent characteristic of the thing itself. Its scarcity is relative to-how mueh it
is'wanted:by:people, and how much.of it is available at a given-time. Scarcity
can thus be defined as the condition that exists whenever- the things (re-
sources, goods, and services) available to people are limited relative to the
wants and desires for them.
(5) A measure of relative scarcity is price..The signal that indicates the relative
scarcity of the resources necessary to prodtce the goods and services as well as
individual and.collective preferences for goods and services are prices. ‘When a
thing is abundant (not scarce at.all), its price is zero, and your can get it for free or
with no efforts. Conversely, when a resource is scarce, its price is high. When the
price is rising, the commodrty is becoming relatively scarcer. When the price is
falling, the commodity is becoming relatively less.scarce.
(6) Things that are not scarce don’t have economic value lf you can get
something.for free or with no efforts, it means that no.one wants any more of it
than is already available. It is -abundant (available. in unllmlted quantities), its
price is zero, and it has no economic or exchange value.

Conversely, if people want something enough to pay for it or. work for it or
trade for it, then it's scarce. And the scarcer something is, the higher will be its
economic.value or the-price you pay.for it. If only a small amount of somethlng
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is available and many people want very much to-have it, then it is very scarce:.
its price will be very high, and its use will be carefuilly considered. Thus, value

and scarcity are two sides of the same coin, and the abolition of scarcity

would mean the abolition of value.

(7).Scarcity requires choice. Since neither an individual nor a society can have

everything desired, each must make choices as to which of their desires and ob- -
jectives 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..
Such a state of negatlve scarclty is called abundance or plenitude.

However, this is not the case in reality. Scarcity does exist, and so does the‘.
need to make choices about what thlngs to produce we shall use these re-
sources for.

(8) To sum up. We l|ve in the world of scarcny It |s an mescapable fact of
our life. Scarcity means:that we do not and cannot have enough resources
available to satisfy our every want or desire, all our goals. v ‘

Scarcity is a relative concept. It is relative to our wants and resources.

Scarcity is reflected by prices. Something is scarce only if people want more of it
than ‘they ‘can get for free. As something that you are in.need of gets more
scarce; it gets-more. costly. If. somethmg is- available .in -unlimited quantmes
(abundant) its price is zero, and it is of no economic value.

‘Scarcity and .choice-go’ hand in.-hand: under conditions of: unllmlted wants
relative to limited resources:people have to make choices.:. - .

Scarcity is a central idea of neoclassical economics. This focus on scarcnty
continues. to dominate neoclassical economics, which, in turn, predominates
in most academic economics departments. However, it should be noted thaf

the neoclassical school of economic thought has been criticized from a vari:
ety of quarters'in recent years.

A. TEST YOUR UNDERSTANDING
1. Decide whether the following statements: are true or false:
A. What is scarcity?-
1. Scarcity is, liké gravity, an inescapable fact of our everyday life.-
2.-Scarcity confronts people businesses; and societies.:
3."A synonym for scarcity is abundance.
B. Scarcity and economics
1. in a world of scarcity there would be no economics.
2.'Scarcity is a central idea of neoclassical economics.
3. Some economists argue that the basic economic problem is scarcny'.

4. Economics, put simply, is the study of scarmty
C. Scarcity and choice

1. Scarcity forces us to choose. B S

2. When things are scarce, we have to make choices.

3. Scarcity results in the need to choose among available alternatives. -
14




D. Scarcity, price, and value

PON_SMO AW

F.

1.
2.
3.

2.

Scarcity reflects prices.-

When a resource is scarce, its price is high.

Abundant things are of no economic value.

You can have nothing at a zero price. )

Goods that are not scarce will have a lower market value.

. Scarcity and wants
. Human wants are unlimited.

. Some people can have anything they want. . o

. There is always something more an.individual wants.

. As long as we can get everything:we want at a zero price, scarcity wrll be
always with us.

Scarcity and resources

Resources of all kinds are scarce.

Our resources far exceed our wants. :

The amount of available resources is infinite. .

Choose the most suitable word:

1.
2.
3.

Abundant products are (cheap, expensive, scarce).

A measure of relative scarcity is (price, income, value)

We cannot (define, obtain, require) all we wantat-a zero price. :
. Scarcity (affects, reﬂects requires) the choices we have to make. -
N somethrng is (abundant scarce, cheap) it won't-have any value.
. Fill in the blanks using the words given below:

o Amm#umh

- When a resource is abundant (e.g. air), its price is .
. scarcity occurs both among the:poor-and among the fich:

Guven scarcity, we ... to choose between alternative uses of resources.’

. Where goods are . [itis necessary for individuals'and: ‘'society to make
choices as to how they are-..;-and-used:

.‘Scarcity exists because human:wants for goods and-sérvices ... the
quantlty of goods that can be produced using all resources

" allocated; are-forced, aval/able :exceed, relative, scarce, zero.

4. Complete the sentences:

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

2.
3.
4.
5!

Because economic resources are finite; we cannot

People never seem to be satisfied with what they have they ..
Scarcity means that: we cannot have enough-income or wealth to .
Most of us cannot get all of what we want at any one time because ...

5. Restore the correct word order in the sentences that follow

2.
3.
6.

-1. Lifeis inescapable of fact an-our scarcity?

Value that are not things economic scarce don’'t have.

Scarcity.is'a measure of relative price.-.
Answer:the following questions: wrthout Iooklnq back at the text

A.
2.
3.
4.
5.
6.

1. What'is the first lesson of economics? - B
What is scarcity? Why is scarcity a central concept in ecoromrcs’7 :
What is scarcity relative to?-

Is air/water scarce now? Why? -

When a resource is scarce, its pnce is-high. Rrght'? Why?

What is scarce not? _ , :
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B. 1. Why cannot we have everything we want? . -

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

5. For many people, makmg difficult choices every day is a way of life. And-
what about you?

7. Render the contents of Text 2.1 in English.

8. Discuss: _ .
wants that are fun to have, but are not required for-human survival;
time/money as limitations and constraints that affect people s choices;

the differencé between “this AND that” and.“this OR that” in tenns of
scarcity concept.

. Prove or refute the idea that ~
time is a scarce resource;
if there's no scarcity, there's no profit;’
scarcity is a cornerstone of capitalist economy;
most natural resources are infinite rather-than. scarce;
scarcity is a man-made thing,. and can be undone by Man/
10. Comment on the following saﬂngs

o “Ifyou can't get what you want, you'd better settle for what you can get
¢ “We never know the value of water till the well i is dry ”

@O..

B FURTHER READING
1. Read the text below and answer the guestlons

e What is abundance?-

 What does the: word “spur” mean?

¢ In what way are war and crime related to scarclty'?

“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 salt: 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 ltself (T he word “salary” lS
even related to the Latin for “salt™): - -

Today, of course, salt is close to worthless leen the chouce between a plle

of salt-and a pile: of gold, you'd go for the gold. every-time, because there's

less of it around. CONCLUSlON Scarc:ty has a lot to do with value.-In fact,
they go hand in hand. -

3. Read the the text below and answer the guestlons

« What is the difference between needs and wants?
o |s music a need or a want?

o What makes people’s wants and needs wrtually unllmlted?
16




Wants vs needs. Humans have many different types of wants and needs.
Economics fooks only.at man’s material wants and needs. These are satisfied
by consuming (using) either goods or services. .~

. Needs or necessities are those goods and services which are requrred for
human survival. Needs are determined by nature, climate and region, and are
often finite. A need .is something you have to have, something you can't do
without. Air, water, food and shelter immediately come to mind. Everyone has
a dlfferent set of items .hé. or she cannot do wrthout For a sick’ _person, a
medlcatron may also be a necessrty .

A want or a desire is somethmg you would hke to have. It is not absolutely
necessary, but it would be a good. thing to have. A .good example is music.
Now, some people might argue that. music is a need because they think they
can't do without it. But you don't need music to survive. You do need to eat.

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 main reasons: why. wants and neéds are virtually unlimited:
a) goods eventually wear out and need to be' replaced; :b)-new ‘or .improved
products become available; c) people get fed up with'what they’ already own;
d) with-an increase in Salary the expectations of the consumer rise;

' 4. Read the text below, and depict the classification of the goods given
in the textin a tree-type diagram. -

Commodities -are ‘goods and services -created: by “utilization- of ‘resources.
" Goods are defined as all. thlngs (physical ftems) from which individuals derive
 satisfaction or happmess Goods therefore .include air to, breathe and the
~beauty-of ‘a sunset as well as food, cars and the like. Services are definéd as
‘all tasks (non-physical items) that are performed for someone:else (Or:-work
that is done for others) that does not involve the production of goods _such as
.cleaning, hospltal care, restaurant meai preparation, and teaching: -+
- “A'good is said to be an economic good (also-known as a scame'good) |f 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 rt than
would be, avarlable if the good were available for free.

. A good:is said to.be a free good if the quantity of the good supphed exceeds the
quantrty demanded at a zero price. Economists argue that there are relatively
few if any, free goods. Free goods are available without the use of resources.

An item is ‘'said to be-an economic bad if people are wnllmg to pay to avoid
the item.. A bad is “anything from which individuals receive dis-utility, or un-
‘happiness: Examples of economic bads include thlngs like garbage pollutton
-and iliness. No rational individual will voluntarily consume a bad.-

_Economic. goods are said to be tangible if théy can be touched (such as a
car) and intangible if they are a quality or.a feéling (such as friendship).

“Those goods.that are directly consumed by individuals to satisfy their heeds
and wants are referred to as final goods. Those goods that are used to pro-
duce other'goods are called intermediate or capital goods: i

Goods that are normally used over a period of one or more years, such as
an automobile, are referred t?=as~darables Fhosesthat-arersed:overa-ghort
period of time are nondurables.
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C. TRANSLATE INTO RUSSIAN d
Scarcity vs shortage. To say that somethlng is scarce is not to say that there
is’ a.shortage of it. Scarcity only means that the avallable amounts are not
completely unlimited.

Shortages are a difference between “amount demanded" and’ amount supplled
ata glven price. Shortages are caused by govemment pI’OthIthI'\S against paying
higher prices for scarce goods: at the price set by the government, people want
more than is available. Atematively, 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 isno
. black market and the market clears; there is no shortage” :

‘D. TRANSLATE INTO:ENGLISH &

.'A: 1.-HekoTopbie 3KOHOMUCTbE: CHUTAIOT, HTO. BCE ‘3KOHOMUYeckue Bepbl enoBevecTsa: —

' OT. OfPaHUYEHHOCTH (HeXBaTKK) pecypcos. Ho B AENCTBUTENbHOCTH 3TO He COBCEM TaK

‘Hexsarka pecypcoB — NOHATHE OTHOCUTEIIBHOE, NOCKOIbKY noTpebHOCTE B HUX Onpeje-
NACTCA XapaKTepom 1 MHO)KeCTBeHHOCTbIO HawWmX XKenarui;

'2: CKOMbKO YenoBeKy HI Adi; eMy BCe:Mano: Mpu 3TOM MHOMMe SI0AU HE LUEHST TO; YTOy
HUX €CTb. OHM X@NaloT YacTo TOTO, YEro Y HUX HET, KEPTBYS. PaAU ITOTO Tem, 4TO Y HUX
€CTb; XOTA TO,"4T0-y HNX BbIN0, ropaano NyuLue Toro, 4T0 UM B.KOHEYHOM CJeTe A0CTaeT-

.ca, Mopanb MTO UMEEM, TO HE LEHUM, a NIOTEPABLLIM — NNAYEM.

3. HéxsaTka pecypcos u HeoBx0AuMOCTb BbIGOPA, KACaTENEHO Hauﬁonee 3 hekTUBHBIX
‘nyTei MCNoMNb3oBaHUA UMEIOLLUXCA PECYPCOB, NAYT PyKa 06-Pyky.

“B. 1" JOHOMIIECKNE PECYPCEL], KOTOPLIE MOXET UCAOMNb3IOBATH: ANA. YAOBNETBOPEHUS 'CBOUX

:'nOTpeﬁﬂocreu GyAL-TO- 4ENOBEYECTEBO B LEMOM, WK OTAEMNbHbIE CTPaHb,: NPEANPUATUA U AO-

-MallMue X03AINCTBA; — OrpaHnueHbl. 3T0 aKCHoma, He'rpeﬁytomaﬂ onaaarenbcm
2. Orpanmeuuocrb pecypcos SBNAETCA TOW «OTNPABHOW TOMKOWS, C'KOTOPOM Hawuuae'rca

.. CTAHOBNEHUE N Pa3IBUTHE IXOHOMUHECKOH Hayku. ﬂeucmurenbuo ecnu:6bi pecypchl- He
6buil ‘OrpaHMUeHs, -To Bnara: npou3soaunnce 66l B HEOorpaHNueHHOM ‘KonudecTse; a no-
"TPeBHOCTY. YAOBNETBOPSMCH, Okl NONHOCTLIO. B Taknx ycrnosusx HE HyxHa Boina bbl 3Ko-

+*HOMWYECKaA HayKa, He Hy)XHO. Gbino Gu «3KOHOMMTbY.

"~ 3. Pecypcot orpaHndeHb BCErAa, Aaxe Toraa, Koraa, BCEro O4EHL MHOTO. OrpaHNieHHOCTh

. PECYPCOB UMEET ABE CTOPOHbI -~ PEAKOCTL U Hers:Ta'rouHocn A cama OIpaHN4eHHOCTb

“NpefiCTaBNAETCA NPaKTUIECKM' yhuaepcanbnbm CBOWGTBOM pecypcoB; BXOAAWIX 8 chepy

£ 3KOHOMUHECKO KNIHEABATENLHOCTH fiofient.

4. -OrpaHN4eHHOCTb. PECYPCOB:~ TaKol ke HeusbexHbli (aKT Haled XU3HK, Kak. n BCe-

.MMDHOE THrOTEHUe. - SKOHOMUCTBI-HEOKNACCHKN YTBep)KAaIOT MTO UMEHHO Hexsatka, pe-
CYPCOB ABUXET MUPOM. B MUPe #300MNUs He CYILECTBOBANO Obl HUKAKOW SKOHOMIKM.

. 5. OFpaHUIeHHOCTb B 3KOHOMUYECKOM ‘CMbICIIE — 3TO OTCYTCTBME TaKOro KoNMYecTsa: pe-
CYPCOR ANS npouaaogc*rsa -YOBapOB U 'YCNYr; KOTOPOE:-R0CTaTOMHO: ANst YAOBNETBOPEHMS
notpebHocren niogei:
6.:Koraa pecypc wmeercs B-1306unuK, (B. HEOFPAHUMEHHOM KONMYECTBe), TO ero LeHa
(3Kouommecxaﬂ unu 06GMEHHAR LEHHOCTb) paBHa HyN10, NOCKONbKY €10 MOXHO NONY4M
Gecnnarro wrnu Ge3’ycuniun. U HaoBopoT. Koraa pecypc CTAaHOBUTCH OrPaHW{EHHbIM, T
ero’ ueHa (3xonomvauecxaﬂ ‘LIEHHOCTb) BO3pACTaeT. Takum -06pa3om; LieHa. OTPaXaet Cri
MNEHB-OrpaHuuEHHOCTU pecypea. -

7. OrpaHu4eHHOCTb PecypcoB u 3KOHOMMHECKARA LleHHOCTb 310 ase CTOPOHB! OAHOVI M
Aany. YCTpaHeHue HexeaTku pecypca 03Havano bl yCTpaHeHe ero 3kOHOMUIECKOM LieH
HOCTM -

) Tk
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Text 2.2
The Problem of Choice
; .. “People define themselves by the choices they make.” — A popular saying. -

(1) Introduction. Economics is sometimes 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 thmgs'> 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 bemgs decnde how
to act and, more precisely, how they choose to act. -

(2) Who, exactly, chooses? Everyone. Each ‘person; each family, éach busi-
: Ness, each educational or religious or polmcal organization, each saciety, each
- . nation; everyone. The successful ones are: the ones: who are makmg the nght
choices.

(3) Why do we choose‘? Life'is a series of chmces 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. . -

(4) What if nothing were scarce? It is easy to see that if elther our. wants
were limited or_our resources were unlimited, everything would be free. We
would: not necessarily: have_to make chonces We -could. “have it all.” There
-would be enough of everything for all of us to have all we_ could ever want and
some left over. But that’s just not the way it is. We live in the world of 'scarcity,
and almost everything is scarce, So, like it or not, we must choose and con-
serve and economize. We have no'choice about that! - - -

(5) What do we choose? Because of scarcity, 'we have to- make ‘choice-
decisions. We must decide which of our desires we will satisfy and which we
will leave unsatisfied. Also, we must decide how to best employ or,in terms
of economics, to best allocate available resources to achieve maximum satis-
faction 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.If we're smart or fucky
(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 trying to do, anyway.

(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 chouces to fur-
ther their own interests, fulfill their own goals, advance their own values, or
achieve their own both-monetary and non-monetary. (such as love, prestige,
helping others, and all that) objectives. So whatever people consider to be most

important to them, those are the objectives which will guide their choices:”

in other words, before taking any economic chouce-demsnon ‘a rational eco-
nomic man” (“Homo economicus”)’ weighs, balances or calculates the costs

(pains) and benefits (galns) of his decisions and ‘his potential actions in order

to choose the one which is the best for himself, which will give him the great-

est amount of satisfaction. At least, that is the basis of “neoclassical” econom-
ics, the dominant economic school of today.
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Strictly speaking, neoclassical economics does not assume that each and
every real, concrete human being is rational and self-interested. But if the av-
erage is a person who is rational and self-interested, then the system will act

“ags if’ people in general were rational and self-interested.: Accordlngly, neo-
classical economics studies an economic system consnstmg “of ratlonal self- -
interested individuals. h
(7) Which chonce-decusnons are the best ones? Those which best serve the
wishes. of the chooser.. Every person has a personal set” of deswes and obJec-
tives, which makes them unique. You chase. your rainbow and I'll chase mine,
and all that. Because different constraints (such as time, money, preferences
lack . of .information) limit the options/alternatives from which people can
choose, any choice involves deciding in favour of one option (alternative) and.
discarding others. To make the best decision, a person must choose the op-.
tion that both is possible and contributes most to the achievement of that per-
son's goals. But which option(s) to forgo, to give up? And -which.to choose?:
These are really tough questions for. a decision-maker,:be it an individual, a busi-
ness, or society. Are your choices helping you maximize your progress as much
as possible toward fulfilling your desires, or achlevnng your ob;ectlves? lf S0,
youare making the best choices for you. :

"It isnt always easy to make. the Tight choices. Everyone makes bad chonces

sometimes. Even the socuety as a whole'can’(and does) make unwise chouces it
wou(d be Just great if all 6f Us could make the right chouces all the time! -
(8) To sum up. We live in the world of scarcnty ‘and almost everythlng is
scarce. Because of scarcny, we have to make. choxce-demsxons We must de-
cide what to do with what we have in-order to get as much .as we can. of what
we want. An analysis of the chonces we have to make forms the basus of the
social science of economics. -

.. Neoclassical economics -assumes that economlc behawour of people is ra-
tlonal and motivated primarily ‘by: their self-interest.- Before taking any eco-
nomic 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 glve
them the greatest amount of ‘satisfaction.. So-a goal in life for each of usis to
look at’ our wants, determine our opportunities, and try and make the best

choices by weighing the costs and benefits of our potentlal dec;snons and our
potential actions.,

A TEST YOUR UNDERSTANDlNG _

1. Decide whethier the following statements are true or false
1. We can't have everything we want.

2.Each person’s wants and goals are unlque

-3..People of all sorts are rational and se!f-lnterested

4. We all have to choose among competing altematlves
-5. Economics is sometimes called the study of human behaviour. .
6. All you have to do to succeed in life is to make the right choices.
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7. Individuals make their choice-decisions based on common.sense. .

8. Any human society consists of rational, self-interested individuals.

8. Neoclassical economics is the dominant econemic school of today. .-
10.The nght choice is the one which best serves the wishes of the chooser :
2. Choose the most suitable word:

1. What difference does it all (do, make, take)7 !

2. People have to (do, make, take) choices every day. . . . _

3. We all make decisions about how to (use, employ, spend) our time.

4. People’s wants and the things they want are (scarce, unlimited, finite).
5. Which option to (go, do, forgo) is a tough question for any decision-maker.
3. Fill in the blanks using the words given below:

1. Too many ... we want to have are scarce or fimited.

2. Every person has a “personal ... " of desires and objectives.

3. The best decisions are the ... which best serve the wishes of the ..

4. Any economic theory is based on certain assumptions about huma Vere s
5. People make decisions by weighing ... and ... of their potential actlons
6. The way that does the most to help us to achieve our. desures is the best

behaviour, benefits, chooser, costs, o'ne, ones, set, things
4. Complete the sentences: =~
A.1. People define themselves by
2. Because of scarcity, we all :.
3. We have to choose because
4. Economists argue that mdwnduals always tryto ..
5. We must decide what to do with what we have in'order to ..
6. Neoclassical economics studies an economic system conslstlng of ..
B. 1 If our resources were unhmuted every’thmg
2. If everythlng were free, we would not necessanly have
3:lf..., there would be no need to choose or conserve or economlze
4.1f... , we would have no reason to worry about economics.
5. We could “have it all" if ..
6. What if nothing were scarce'? Then everything ..
7. There would be enough of everythmg for all of us to have if ..
5. Restore the right word order in the followmq sentences
1 Chase my rainbow, I'il chase you'and yours.
2. ltisn't always right to make the easy choices.
3 Because of choices, we make to have scarcity. -
6. Answer the following questions without looking back at the text:
1. Why do peopie choose?
2. How are choices made? . -
3. What do people normally choose’7
4, Which choices are the right ones? .
5. How.can one make the best economic decision?
6. What or who is “Homo economicus”?
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7. What is rational self-interest?

8. How are the principles of scarcity, choicé, and self-interest interrelated?

9. Is there anything to be said for unlimited human desire as a good thing?

10. Do you-have a list of carefully chosen objectives? And a program for dlrectlng

all your money, time and things toward your: ob;ectrves”

7. Render the contents of Text 2.2 in English.

8. Comment on the following statemenits;
"Peop/e are never satisfied with-what they have: they always want more.”
“Begga/s can’t be choosers "/ ”Poor people don't have much ‘choice.”

B, FURTHER READING

1. Read the text below and answer the questions:
o What would you do in Jack's place'? ‘ '
e Do you agree with the moral of the story? o
Everythlng has its price.: Economists maintain that when costs and benef ts
change peoples behavrour will change too. Consider, for example Jack
poor but honest man. When he finds $100 cashin a phone booth, he tums i
in'to authorities. Had Jack found $1000 cash, he might have acted similarly!
But discovery of $100,000 mrght have caused Jack to pause. MORAL It may
be very costly to be honest under some C/rcumstances' -
2. Read the text below and answer the guestions: __
« What flaw in the human character is often responsible for bad chorces7 X
o What is the first principle.to follow when making chorce-decrsrons'? L
Thinking in terms of. umntended effects ‘Because of scarcity, consumer
producers and the government must make chonces about how to best allocat
resources to achieve maximum: satisfaction of human wants. But life doesn
always go as we expect or hope. Sometimes. the choices we make can pr_
duce the opposite result of what we had. mtended This happens.in economr
as well. Even great leaders are known to take fatal mlssteps ignoring  th
warnings of others. No comphcated social theory is needed to. explain_thi
The reason is simple — a flaw in the_human character, which is self- ~deceptio
So the first principle.to follow when makrng a chonce-declsron some expert
say, is that you must not. fool yourself (into thrnkrng you can have your ‘cak
and eat it tool) and you are the easiest person to’ foolI o

C. TRANSLATE INTO RUSSIAN tg

1. Economics is ‘sometimes: called the study of scarcity and choice becau
economic activity would not-exist if scarcity did not force people to ma
choices. in economics, choices are explained in terms of trade-offs, or alt
natives that are available whenever a.decision is made. In other words sca
city results-in the need to choose among competing altérnatives. So: som
how, in-the society, choices have to be made as to how we use thé resourc
we have to achieve as much as we can of what we want.
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2. Most 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 op-
tions that are available) and choosing the one with the highest benefit. Altema-
tively; one can view the cost of choosing option A as the sacrifice involved in re-
jecting option B, and then say that one chooses option A when the benefits of A
outweigh the costs of choosing A (which are the benefits one loses when one re-
jects option B). So one must know what the benefits and costs are of alternatlve
opportunmes before making some |mportant choice-decision.
3. Economists usually assume that human beings make the choices that
give them the best possible advantage, given the cnrcumstances they face.
Circumstances include the prices of resources, goods and sefvices, limited
income, limited technology for transforming resources into goods.and ser-
vices, as well as taxes, regulaﬂons and similar objective limitations on the
choices they may make.

This assumption is espemally characteristic of neoclassmal economlsts
Some non- -neoclassical economists do also accept it, but some do not

D. TRANSLATE INTO ENGLISH - S
A.1. XKu3Hb uenoBeka = 3T0 NOCTOAHHbI BLIGOP 1 npuusrme pelLeHui.
2. O 4enoBeke MOXHO cymm: 1o ToMy Buﬁopy, KOTOPLIA OH-AenaeT.
3. Mpeycnesaet B ¥uU3HA TOT, KTO Aenaet npaBusbHbiA BoiBop. Ho: cnenaTb npasunbuun Bbt-
Bop — He BCerga npocTo.
4. Bce Mbi COBEPWAEM MHOTAA OLWMGKY, He Tak 1? Bbino.Gb npocro npemacno ecnu 6u Bee
_ MOTJIN BCRKUIA pa3 AenaTb NPaBunbHbiA BLIGOP.
5. Korpa NioAn NPUHUMAIOT peiLieHne, Bbibupas HTO-HVIG)'Ab oHN ucxoan'r 8 nepay;o WEPEAb
13 CBOWX NHTEPECOB, BKYCOB U NPEATIONTEHNA.
6. Mbi He MoXem He Bbibupars. YKuskb 3acraBmeT Hac Bblﬁnpa'rb eme.uuesuo “ emeqacno
Mo-gpyromy Henb3a. '
7. Koro-1o BLIGMpaem Mbl KTO-TO Bbu6upaer Hac. C 3TV|M HVNEI’O He nonenaemb Takoea
WN3Hb.
B.'1. MHorooGpasue noTpeGHOCTed Npi OrpaHUEHHOCTU CPEACTB NPUBOAUT K Tomy 4tos
AencTBUTENbROCTY ByAyT YAOBNETBOPEHB! ANEKO HE BCE U3 HUX.
2. CnoBo; «BblIGOP»  03HAYAET, YTO Mbl HE OrpaHUieHbl KakUM-TO OAHUM pellEHUeM, No-
CkonbKy, kak NpaBnuNo, NX MHOXECTSO0, U MEXAY HUMU Mbl U aenaem suibop. Mexay yem
npet BbiIbop? OTBET MOXET BbITH CneayiotUM. Bb|60p WAET MEXAY IKOHOMUHECKUMU Ba-
puwaHTamv VlCI'lOﬂb3OBaHVIﬂ Pecypcos, KoTopbie nponannmcn 8 Hawny-uueM COOTHOWIEHMM
3arpar v peayanaToa
3. WU3BecTHO, YTO Kaxpbifh pecypc MOXET, BO- nepabiX, 6bm> npumeHeH ans onsneTaope~
HUS! PA3NUUHBIX nOTPEBHOCTE; BO-BTOPLIX, MOXET BbITH PA3NIMUHOI W TEXHCNOMUA ero uc-
nonb3oBaHua. Ucxoas ua atoro, Nboi 3KOHOMWYECKWA: BbIGOP- BLICTYNAET Kak -NOUCK
Haunyulero BapuaHTa NPUMEHEHNA Pecypcos U3 BCeX BO3MOXHbIX. OTCIOAa KOHOMUYE-
CKyI0 HayKy MOXHO XapaKTepu3oBaTh kak Teopuio BbIBOpa ONTUMAanbHOro 3KOHOMUMECKOTO
pPeLIeHNs. )
N ek
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Text 2.3 :
The Basrc Economlc Problem

-‘a:Matter of Scarcity and Choice

“You can't have your caké and eat it; too:’

“You. can‘t be at 1wo dlfferent places at the same time.?*

-Engiish proverb

(1) Introduction. Do. you happen to know that no. matter what problem.you
are facing you're facing an economic problem? When:-you’ re trying to decide
whether:to save your money, or. spend it, -you're facing an “economic prob-
lem". But what about deciding whether.to study English or watch TV? O
who will. get to use how much of what? An “economic problem” too? Sure. An
economic problem is a problem of l1avmg to choose ~ like whether to hav
your cake or eat it.

What“about the whole socnety” Does it face a problem of choosnng" Of de-
ciding who will do what, who will get to have how much of what, whlch thmgs
to use up and'which to save and ali that? Of course it does!"

These days people are concerned abotit the crime rate; inadequate hous4
ing, drug abuse, AIDS, unemployment, rising prices, poverty, the populatio
problem and about environmental destruction. Are problems of this sort eco
nomlc problems? Yes, they are. No argument on that.score.

“‘What about the problem of international tensions? wars? terrorism? separa—‘
-tism?..drug: and -human beings. traffic?. Are.these economic problems?
course they are..

=+All real-world ‘problems = all-the problems-that face:the:human .race’—:ar
economlc problems ‘True, you'll never find a‘real-world-issue ‘or problem th
i purely: écénomic. But almost’ every real-world issué or problem’you cac]

think of has some important economic aspect.
2y ‘What'is the basic economic probiem?  All economic probléms — no mat
ter whether they are large or.small, .individual or national,- monetary or non
"monetary.— result from two undeniable facts. First, the wants of people, as in-
.dividuals, businesses;:or- socuety. are -unlimited and endless = as: some ol
these wants are satisfied; more arise- naturally.-.: . |
;-Second; there is.a constraint-on-people in their: attempt to satrsfy these wants
The ‘constraint is that there are limited amounts of available- Tesources. As'a:r
“sult,"choices must be made ‘about: how to use these resources in order to maxt
“imize our satisfaction, or progress toward-our objective: Since all économic prot
{ems.we can think of refer to the same two things — the. scarcuty of resource
unlrmlted wants, we. can talk about ¢ some basic economic problem which can 'k
.defined as the problem of carefully.choosing what to do with our scarce. thmgs i
-orderto maximize our progress toward our objectlve :
{(3):Who faces the economic problem? Everyone. Each: person each famlly
each business, each society, each nation. Everyone. The economic problem
the problem of deciding what to do with the things we have - is truly universal.
faces us practically everywhere, and all the time. It.is present in everything.
faces each individual, each family, each business. It faces each society, ea
nation. More and more it is coming to face the entire world as a whole.
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(4) The-economic problem relates to all.of us in many ways. It relates to
us as individuals' who must make :choices as to what.goals to set and-how
much of what to use in.order to-achieve them;.it relates to us:as consumers
who must decide which goods and services to buy:. It relates to us-as citizens
who must vote for political candidates who decide how much of our income to
tax and how then to spend those tax revenues. Finally, it relates to us as a
society in having to answer. some ‘fundamental economic questlons such as
What to produce? How-fo. produce? (By what methods‘? Uslng what. re-
sources?) and For whom:to. produce? - ...

(5) Why do we face the economic problem? The reason that we face the
economic problem — individually :and.as a nation — is that noné of us can have
all what we want given the scarcity of:available resources..So we have to
choose. If we make the best choices we will make the most progress toward our
objectives ~ toward whatever it is thaf we.want most to achieve. if not, not. .

(6) When are. we facing the economic. problem? All. the time!. Every mo-
ment of every day of our l|fe we're havmg to.decide. what to do ,wuth ourselves
— with our time and energy, and what t6 do'with. our possesslon' - our, money
and our things. So many, many choices we all have: to do.this or that; to
make this or that, to use up this or that, to:save thls or:that. Theres Just no
end to it! All the time all of.us thinic about.the. dlfferent thlngs we mlght dé;.and
then we:try to make. the best choices — from our, own pomt of vuew as’ to how
to solve the economic problem we are facnng
(7). To sum up.- -The. .basic..economic: problem |s the problem ) havmg to
choose what to do with OuF scarce résources. in. order to.fake’ nost pro-
gress toward whatever it is that we want most to. achieve.— like hether to
have your: cake or.eat it. The economic problem is inescapabl
two undenlable facts: peoples unlimited wants, .and-the scarmty‘,of vaulable
resources. It is lmposs1ble to ‘avoid it personally or as a nation."And: it is facing
us all the time.

A. TEST. YOUR UNDERSTANDlNG _
1. Decide whether the following statements are true or false' '
1. The wants of people are unlimited. . ‘
2. All economic problems result from scarcnty
3. Some people can have all what they want.
4. All real-world’ problems are purely economic problems
5. The basic economic problem is ‘the problem of choice.
6. Nelther mduvuduals nor 'societies differ in their basuc objectives.
7. The economic probiem relates to all of us’in one and only way.
8. Any modern economic system must answer one: fundamental question.
9. We all are part of the economy;-and the basic-economic problem isan -
inseparable part of our life.
2. Choose the most suitable word;
1. No real-world issue.is (finally, naturally, purely, exactly) economic. .-
2. What are the two things which all economic problems refer (in, on, t0)?
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3. The economic problem is- the problem of deciding what to do with the
.+ things we have in order to (achieve, obtain, constrain) our goals. -
4. Thereis a (constrain, constramt) on people in thelr (alm, attemp?) to
satisfy their economic wants... - -~
5. Human wants are endless: as some of them are satlsﬁed more (rise, -
arise, face) naturally.
3. Fill in the blanks using the words given below.
1. Economics as a science tries to ... people’s-economic behavrour
2. The amount of ... resources people have is:limited.
3. No matter what problem you.are facing you're facing ...
-4;All economic questions and problems arise from.....
5. Every society has always ....economic problems. :* -
6. Time is a‘...‘ »thing.

3 an econom/c problem explaln faced, scarce scarcrty, available.
g Comglete the following sentences T
“1.Youcan't have your-cake and.i. @ **
2. You can't be'in two different places
3. An eoonomlc problem is a problem ofil..
4 AlF economlc ‘problems we can think of refer to the'same two things - ..
8! Any economic system must provide the answers to the three basuc
_-economic questions: (a) What will: be :%. ; (b) How"... ; i (©) ..
5. Restore the' right word order in the followmq sentences
1 The all problemof economic relatesto us.
“2. Economic problem face when the people do?
3 Scarcrty made because choices must be of.’ o
6 Answer the’ foIIowing guestrons w:thout Iookmg back at the text: -
“A.1 What is the basic economic’problem? -
2. Do all people and societies face the same basic economic problem?
3. Who exactly faces the. economic problem'7 »
4. When do people: face the economic problem‘?
5. The economic’ problem relates to all of us in the same way, doesn't it? -
6. All economic problems resuit from two undeniable facts What are they?
7. What do all economic problems have in comron?.
8. In what way can the basic economic problem be solved?
.9. What are the humanity’ S blggest economic problems at present?
: B.1. Do you have any economic problems? Name some of them; if any.
- 2. How do you usually tackle your economic problems') / How do you decude
“what to do with your scarce thmgs? o

7. Render the contents of Text 2. 3 in Eng' IISh
- 8, Discuss: ..

« ‘the problem of poverty and terronsm in. terms of the economlc problem

9 Comment on the followmg statement: "
* "Rich people do not face economic problems.”

A
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B. FURTHER READING

. 1. Read the text below and answer the question: .

o What are the three fundamental economic prob/ems facing any economy?
Basic economic decisions. No two economies are organized in exactly the
same way, but all have to solve three fundamental problems:

o What should be pmduced in the economy? What quantities of food, mobile
phones or banking services should be produced by the economy? How many

trees need to be felled 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?

e How should production be orgamzed? Should a firm use labour or machln-

_ery to produce their goods? How many workers should be employed? Where
should production take place? These are all examples of important productlon
decisions.

« For whom should pmductlon take place? Should everybody be entitled to an
identical share of productlon or should some receive more than others? We
know that the distribution of income and wealth in the modem world is. not equal.

There are large-scale inequalities in people’s living standards. Indeed the gap be-
tween rich and poor has widened considerably over the last twenty years.

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

« Have you got any conflicting objectives? What are they?.

-Scarcity at work. For most students the' most pressing economic problem is

trying to decide how to use their most precious resources:— their:time and
“mental energy”. How -about: you?- If you' think about*it you'll see that you
have lots of conflicting objectives. You want to go out-and have fun, get plenty of
rest and work out in a gym, daydream about your new love and make progress at
school. Last (and one hopes not least) you would like to geta certain amount of

. education. On graduating from the University you'd like to get an interesting

and well-paid job. Lots of conflicting objectives, nght’7 Sure. Frustratlng'? You

bet But that S. scarcuty at work That's economics. Thats life.

.C. TRANSLATE INTO RUSSIAN S

1. “Chouce-decus:ons” and: businesses. Businesses usually- try to make
money. Unless: they are able to-make enough money to cover their costs, they
don't survive for verylong. When they're deciding which choices to make it's
usually the “profit objective” they have in mind. Each business is constantly
_facing choices. The business manager must constantly be trying t6 use all the
buildings, . machines, équipment, raw materials, ‘management and workers’
skills and everything else in the best possuble ways. The best ways are the
. ways that help most to achieve the objectives of the business.
2. The “choice decisions” of businesses centre around such questions as:
Which product(s) should we produce? How much of it (of each) should we pro-
duce? Which kinds of inputs (labour, resources, machinery, etc.) should we use?
How much of each kind? When should we add more inputs? Or cut back some?
Should we build a larger factory? Maybe initiate an employee training 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 ali firms are following rational decision-making, and will make all of
the moves which they think will be profitable. They will reject all the others.

3. “Choice-decisions” and human societies. How does the society decide
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 uniess 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 societies this control is concentrated.in the hands of one, or a few."

D. TRANSLATE INTO ENGLISH d
1. Yenosek CTankueaeTcs C 3KOHOMUYECKUMY - NpoBnemMamu .NoBcioay U NOCTORHHO. VM
- NPOCTO. HET KoHua! Ui oT Hux Hekysa- AeTbC‘il Ouu noBcioAy ¥ Bo BCeM. 370 Heonpoaep-
“MMMbLA/oBLen3BecTHBIA dakT. :
2. SxoHomuyeckue .npobneMet uMeloT Boucmny Bceobwuin- xapakrep. OHu Kacamcﬂ
BCEX: 1. 0TAENbHBIX NIOAEH, U NpeaNPUATUI, U obiyecTsa & uenom. Bee Gonblue. u Gonblue
OHM HauKHAIOT KacaTbCA N BCEro 4enoBevecTea.
3. B ocHoBe 3KOHOMMMECKuX NpoBnem NexuT NPOTHBOPEYVE Mexay HeorpaHmeHHuMM no-
TpeBHocrmu 4enoBeKa U OrPaHUYEHHOCTBIO PECYPCOB, UMEIOLLUXCR B €70 PaCiOPsDKeHUK.
4. 13-3a OrpaHN4EHHOCTU PECYPCOB HUKTO U3 HAC HE MOXET NONYYMTL BCE, HTO TONLKO OH,
3axoueT B AaHHbI KOHKPETHLIA MOMEHT BpeMEHU. BCeM HaM NOCTORHHO NPUXOAUTCA:Ae-!
naTb 8bI60p KacaTensHo TOro, kakum o6pasoM MCNONL30BaTh UMEIOLLUECR Y HAC Pecypehl,
4T06b! B MAKCUMANDHOW MEpe NPOABUHYTCR Ha NyTU K CBOEH Leni, pelumTb CTOALYIo ne-
peA HamK aKoHOMUYECKyio npobnemy.
5. MouTi KaXbIA HaW BLIGOP ~ 3TO KAl CNOCOG peLeHns COOTEETCTBYIOWEH SKOHOMUYE-
- cKoit npobnemel. JkoHOMMYeCkas npobnema MHororpaHHa. Mui cTankusaeMcs ¢ Hed 1 Kax
‘fioTpebUTENN ~ PeLwas, 4To 4 NO KaKOM LeHe KyNuTb, W Kak rpaxaaHe — OTAaBas CBOA roq
NIOC 32 TOrO UNK KHOIO KaHaMaaTa, oT koToporo SyaeT 3asuceTb, kyaa SyayT HanpaenaTe-
CA HAnoroBbIE OTYUCTIEHNSA 1 KakuMK NO BenuumnHe ByAYT camu-Hanoru. )
-.8. Taknm: o6paszom, CYLWECTBYIOLLUA KOH(PAUKT MEXAY nomeGHocmMu ¥ BO3MOXHOCTAMM
CTaBUT Nepeji SKOHOMMKOI TPU BaXHeniLMe 3azaun: (@) Kakue ToBapbt M YCNyrM AOMKHbE
* BbiTb NPOM3BEAEHLI U B KAKOM Konu4ecTse? (6) Kakum 06pasom npou3secty aTu Topapsi?
'u (B) Kro 6yaer novpebnsTe 3Tu ToBapb! U YCAyMW, 4NA Koro ux Hy)KHO npOM3BOAHTb'? .
: dedek’ :
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Text 2 ’4v.
‘Solving the Basic Economi¢ Problem
- "If you do not care ‘where yols are going, any-way. will take:you there.”- An English proverb:

(1) Introduction. What.do we:need to do to:solve the ‘economic problem? Basi-*
cally, solving the economic’problemis siniple enhough.“All we need to d6 is (to) an-
swer this question: How can we best:use what-we have to'achieve what:we want?:

That's what it's all- about:But it'is'a really tough questron to:answer.

(2) The best pOSSIble way to- solve the economic -problem is to- maxrmrze :
In-economics, -doing‘ thie ‘best you: can’ pOSSIbly ‘do with the’lirited’ things" you:

have to -work: with-when' solvnng your eéconomic problem i§ ‘often‘referred to 'as
maxrmrzmg Maxrmlzmg is usnng each thrng you have in: the best possrble way b
you are maxrmrzung, you are makmg as much progress as youi can on the way of
solving your econgimic problem.”
(3) What are people't_rymg 10’ maxrmlze'7 Every time people use upor spend up
something;” they d it for- some reasoni. They have ‘some ob]ectlves ‘and-they
would like to maximize their progréss toward those objeotrves

As.individuals, people make choices, that maximize their: self interest. Ascon:
sumers;, ‘we make choices that m' ) 1mrze our satrsfactlon from consumlng goods'
and. servuces or by engagrn’g" :

aiming for "the greatest happrness for the greatest number’ N

(4) To maxlmlze eans 'to ‘economize and optlmrze If you want to use your
money, time; and _'_rythmg eise’ you-have to ‘work’ ‘with” s0'as to’ maxrmlze
whatever you' ‘want to’maximize, then you have’ to, manage your resouroes as
carefully as possrble*You“have |n terms of economlcs to: econom/ze and opt/—

ferent Eco‘n mizing, em y hasrzes th negatrve’jsb le' of choosing’ Optlmtzmg
emphasrzes the. posmve _srde' of choosmg

Economlzrng says: “l will use my money and fime and scarce things 1| have as
sparingly as | can, in order to achieve my objectrves at the least ‘cost. In other
words Llltry t to mrnrmlze costs fora given gain. (benefit) as much as lcan’”

Optlmrzmg says' ‘| 'will try to use each ‘dollar and each hour and- each thing'l
have in.such a way that each will carry me as far: and as fast as possrble toward
my objectrves In other words Ll try to, maximize .gains (benef ts) for a given
cost as much as possrble

n a free socnety, people who have a clear-cut ob)ectlve and want to' achleve it
must manage | their resources’ carefully by. both economlzmg "and optrmrzung
(6) Economrzmg and opti 'zmg are. very ‘personal’ thmgs some are
wise, and some are otherwise. All 6f us want what.we want. We all have our
own objectlves goals desires,. ‘and wants. In order to fulfil them, to get as muich
as we can of what we want, of whatéver means the most to us we all try to use
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(SOmEHmes iy, iy jly, sometimes instinctively) the things we have t6 Wo
with - OU e, fime energy; and things — as effectively as possible. In oth
words, Whie S0ivinig ‘our economic problems we all try to economize and opti
mize the Useq o\, scarce resources; to manage them carefully.:

-But theresno one:universally- accepted way of economizing and -optimizing
Different Peie choose o, economize. and: optimize the. use:of their re:
sources in Ufferent ways:: Some people-make Wise: choices. “They succeed i

doing.the. "&'Y best they-can-with what they have and -are:happy.-Some peop

make UnWise o ices They:fail.to achieve, their dreams. or- objectives and.arg
mlserable Thy's the resuit of each individual's. economic problem. solving -
yours, mlne QVe bOdY'S

(7):How to Succeed. in.life? The lésson.to be learned is that.our success.ir
life depends largely. on how.much, effort we actually put into the: task of econo
-mizing and oyinyizing our time and money and things, whien.frying, to.achieve
our. objectivey get.ahead — to have more things.and- to_build some future
freedom ang Security, Those who.don't care so much abouit the future don't have
to go to all thy- trouble. After.all, .if you do not:care where-you'are-going,.an|
way will take there.

(8), T° Sum up The eoonomlc problem isa problem f.havnng to choose wha

to.do with. og scarce fesources.in order fc _ ur
objectlve(s) To solve. the_€conomic, problem and thus.f
we need o v

work ‘with, Pg

economlzmg

. ' ga g (s
gains for a g|Ven cost) the use of the.available things. Those. W
possible job o answering this. questiori get the most they, can of what the
want. Those wio don't, don't. .
(9) Examples "y, far this discuission has beén rather abstract. Now let's tur
to S}g"‘:t Practica examples to make the' concepts_:m ore concrete
s.. . Ngl n But there re
inight have be you re reading these .ll es. .
study E”g”sh instead of doing some.0
Your own Pergsnay econofmic problem, your. proble -0f choo
what to 0o wp what you_have in.order.to reach your. objective, ¢
desires, or avoy isks, hardiships o tro
-« “Consider this_ situation.. 5 th
exam in Eco, Onomics. You have - -
you havé to g, to the exam room. There are several ways. that you could us
these 12 h°’~'fs ‘that. would make you happy. You could watch'the Thursds
night footbaly - o i o TV, you ‘couild “call friends on. the'phone, you coul
sleep.or just 1; sten to music; you.could go out to a dancing party, or you cou
study for the &y i in hopes of attaining'a better grade. All of these activitiq

would u’t’mal‘ely provide satisfaction ‘to you, ‘Buf thiere is cleady not enou
t/me /n the Ne all’c ‘ A ‘"tlme
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A: TEST YOUR UNDERSTANDING
1. Decide whether the following statements are true or false'
1. There are people who always ‘make wise choices:: g
2. Most of us want to get as much'as we can of what we,; want
3. As individuals, people make choicesthat maximize their prof it.
4. As producers, people make: choices that:maximize their. costs.
5. As consumers, people:make choices that. maximize their satisfaction -
from consuming goods and services:
6. As a society, we make choices that maximize the:levels of satisfaction-:
and happiness for the greatest number:of citizens:
7. People try to economize and: optimize-in-one and the same way.:
2. Choose the most suitable word:
1. Each business seeks maximum (production, progress, profif).
2. Businesses try to (achieve; obtain; produce):a high level of efficiency.
3. When people fail to achieve their dreams they.are (miserable, happy). ..
4. We all try-to achieve our.goals and(get along, get ahead, go, ahead)
5. if-you do not-care where you (go, are going);. any way. wrll take you.ther
3. Fill in the blanks using the words s.given below
1. Each business-seeks.maximum:...:and minimum .
2. The best p055|ble wayto-solve, the economic. problem |s to
3. To maximize is to make choices that help'to ....what.we want to have.
4. To solve an economic.problem.means.to... the available - resources.in’
_the best possible:: -
5.70.. oosts for agiven. gam and garns for a glven cost are two srdes of
. the same ..

achleve allocate com maxtmlze (2) m/n/m/ze pmﬂt ccosts; way.:
-4; Complete the followmg sentences

1..Maximizing;is::-:-
2. Some are wise; someare .. .

3. In order to:maximize; youshave to....-ana :

4. The objective of every,business: f|rm is to

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

6. The-aim:of each firmasa decrsron-maklng agent.is to. mlnlmlze

7. People try to...: their scarce resources:as ....as possrble Car

5. Restore the correct word order in the sentences that follow: .

1. The solving economic problem is enough simple?

2. Negatlve side of choosing emphasizes the: economlzmg

3. A given-cost:means optimizing gains for maximizing.”:

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

A.1. Is there any general rule.to follow for.successfully salving economic problems’
2. What is-maximizing. /optlmlzmg feconomizing? ..

3. What, how, and why . are people trying to: maxrmlze?

4. Optimizing is a very personal thing, isn't it? Why'>
-5. What do our success in life largely depend ¢ on?,. ...

B. 1. What do you think.is your. greatest/most scarce resource? . .

2. How_hard-do you:usually work at economrzmg and optlmlzmg when: solvmg
your economic. problems7 _
3. Do you always manage your resources as carefully as. possmle’?
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4. Do you care about the future?.Do you have any clear-cut objectives?.

5. What are the first five things that.mean thé:most-to you? Who .or:.what-do*.
you think hélps you the mgost to get to yaur.chosen objective(s)?-

7. Render the contents of Text 2.3 in English:

_8_ uppose:

» abusiness is: faced with a.choice:between using or-doing or making:or buying
or selling one.thing (“choice:x"):or. another (*choice y’). If “choice X’ looks
more profitable than “choice y", WhICh do you. thmk the: busmess wull usually
choose?.Choice x? Choice y?2-Why?:::

9. Comment on the following statement v y

¢ “Only poorpeople have to:economize and optimize;:

tn]'!

B:FURTHER READING:

1. Read the text below and answer the. guestions:
 How:badly do businesses need profits?-
o Is proft maximization really-the only objective of all busmesses'P Why7
o Isittrue that'most businesses operate very close to the bréakeven:point?.: -
Theory of the firm: business decisions: Perhaps thé:most imporant.of the

-assumptions that make up theory ‘of the: firm'is the: assumpt|on ‘that'the aim of

the firm as a decision- making ‘agerit-is to-maximize’ ‘(economic) - profit and,
consequently, minimize costs. -
But is maximum profit really the one and ¢nly’ dbjective of all businesses? Actu-
ally, no. Business decisions are based on a variety of different motives. Bt you
may bé:sure that no business can afford to ignore the question of whether orno
it is going to make a profit. All businesses have costs. The costs aré usually a
most as high as (and sometimes higher:than) the revenues-coming in. Thi
means that business: profits are usually small. Losses are‘riot:unusual: Itiisn't u
usual for business owners, during bad ‘years : to:receive no-returmn'at-all.-Mos
businesses operate very close to the breakeven point. If anything gées’ wrong,
they find themselves fighting for survival. Also don't:forget that-thousands o
businesses go broke every year.‘All' businesses face this: problem Howca_-
such things happen? Simply by letting‘costs get too high or-reveriues: t00 low.

Making a profit is not the only objective’of businesses, true:'But the'need t‘
make a-profit’ ‘Certainly can't be signored: For the- busmess no“otherneed ol
objective is as universal, as inescapable, as:constantly- naggmg as-the‘nee
to make profits and to- avond losses.. Why?-Because' the survival: of .the busi-
ness depends on it.

2. Read the text below and. answer the guestion: -
o What has one got to do:to manage his or her cash-flow successfully? .
Econommng howtoi manage your cash-fiow.successfully.-Thé key to managi
orie's cash flow successtully is in a well-thought financial cash-flow management plan,
Have you ever met someone who. ‘complairied that “thére was too’ much month left
the end of the money”? This can happen moré often than one thinks. In fact, it is quit
a normal occurrence, even for those in good financial shape

To avoid this, one must. economize: Economlzmg iS” ‘merely - determini
how much one can: spend oneach expense |tem S0 that the” expenses don
‘exceed. income' over time. Sincé ‘income™*is the limiting " ‘component;’ ont
economizes by incurring expenses based upon the amount ‘of income on
expects to receive ovéertime.’
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Economizing is planning your ex'penses to match your inflows from income:over
time. The key:to successful economizing is in setting goals and prioritizing them.
One ‘can .ustually. predlct “future’income - fairly :accurately. it's the expenses that
pose a problem. Some expenses:are. unavoidable.:But judge carefully. True; one
must have a place to live; one must: buy: clothing; one must have: fun from timeto
tme. But how much:you.spend on these: and other items depends upon your per-
sonal choice-decisions; which, in-tum;:depend:upon your:goals and priorities: You
can make a: sucoessful cash-flow. management-pian by pro;ectmg your expenses
based: upon :your: short-; intermediates; and ‘lonig:term’.income "expectations; as
well as on your goals.and:priorities..

C TRANSLATE INTO RUSSIAN 5
Run, business, run!.Price:is the sum.of ail elements of cost”, plus “profit” by
the producing - company:or corporatlon- i by the “profit! amount
added by the “supplier’ or. “distributor’; plus mﬂatnon .plus-all-the taxes im-
posed. by Federal.State and Local: Governments Begmnmg in the: early 8ix: -
ties; the u. S “producer” started to. feel and could 't:stand;.the pressure:of all
s0'he.began: leaving: the
w10 bunld his; product and

nwme BCEro MCMONL30BATH TO, UTO y Hac ecTb, Ho quenarb 3TO. O4EHb 'rpy.quo O,qnaxo
Te, KTO; HaUNyJLLKMM. 06PA3OM OTBEHAIOT; Ha 3TOT-BONPOC, NONYHAIOT: MAKCUMYM TOFO; {4erD
OHy XOTAT. TeKe, KoMy He YAReTCH NPaBUNbHO, OTEETATL.HA, 3TOT BONPOC, = HE nonywa»or
‘posnemm .qocraroquo ApocTde E

scbcbem'uauo T.el Gepemnuao we Maxcmanbno nonnou oTaavén:
3. E€nu Bam 6e3pa:muqﬂo KyAd Bl waeTe, T BbI MOXETe He YTpyxaaTk cebs aaboTamu'o
‘swbope nyTy, 6o nioBoi NyTL:Bac 0683aTenbHO TyAa NpBeaer:

4. Kax npaauno,;_nro_g'n umeioT uenu: V.ecnu: iRy WaYT Ha kakue-nuGo, pacxoas unv 3a-

A ) ;

8. Noaun AOJ’I)KHI:I 66T “TBOPLEMK cBoero cqacrb b ueKO'ropux mo,aeu nonywaercn ‘KaK-
10, uuryumauo ' GO o paccy)meumo, Aénars ‘Bee’ NaMﬂWLUMM ‘06pazom;- npuumarb
npaBUnbHbIE PELUEHNS, U-OHI'A0BOMBHBL Y coBomn, n XusHBID: Opyrue Xe, npnumam He
cambie: Myapsie peweHia:: B;pedynntate MM He YaaeTtn oCyILeCTBUTL HU CBOSIH MeuThi,
HY - A0BUTLCA - CBOMX; Lefiel: 1 OHW HYBCTBYIOT. .CE0A HECHaCTHLIMM, 1YBBI Takosa Hawa
Wn3Hb. TBOA, MOS, KQKAOTO, .
6. Hexoropue cuuTakT, 4To, QDLIECTBO. AOMKHO ObiTe YCTPOEHQ TAKMM, OBPa3OM, HTOGH!
ﬂpMHOCMTb Maxcman_ 0. YAOBNETEOPEHHOCTL MAKCHMAMNEHO. BonbLeMY YHCRY NI,
A KaKk cuuTaeTe BLI?

Kook
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Text:2.5 - o - .
:The Discomfort of Opportunity C
: : 7here isno suchithing-as a free lunch.”= An Engfish pro
(1) lntroductlon People (and organizations,-and:societies). are never satis
with-what they. have: they always want more.: They. wantto-do.more-and
have:more than-they can do-or have. it's.too;bad, but the resources they.use
making; improving,- protectlng, enjoying;. learning; .or-doing any .ene:thing
be used for making; improving, learning;or. doing any.other.competing thing.
--So:what happens?.It:happens that you have to'choose among competing a ‘
natrves ‘One of the most important results of this choice-making necessity:is
each time you choose to do or have or use one thing, you are automatically de:
ing yourself the opportunity to do or have or use some other thing, which is
opportunity cost of our choice-decision’~ mine; yours; eyerybody s.
(2) What, exactly, is opportumty cost? Opportunfty- COSt, or economic:cost,
simply‘cost, isia key economic.concept’ and ‘ofie that we can: observe’ daily,
though we seldom stop to think: of the truie costs of the decrsrons WE make €
day. It can’ be ‘defined as the’ costof : any good serwce or actlwty measured!
terms of the:lost ‘opportunity to use the good, Servic in-its best alternati
activity (and-the benefits- that could be Téceived:fro ‘opportunity).-Put ;
-other:way, itiis the! ‘highest valued option (the ‘next-best or the second-besta
natlve) that: must be saciificed to attain something or satlsfy awant.
(3) An opportunity cost.is the benefi t!opportumty lost The basic idea
- hind the opportunity cost is that most thingsin life are never free - they-con
at the opportunlty cost of somethmg forgone In other words; in order to.ha
. '-d

scarce resources il
some other way

made?” or “What would, ne ifl ,/dn't make the. chOIce that ] dld7" ;v
(5) The cost of any item or. actwnty is not what ;you pay forit. it foIIows a
~ that the cost:of any item ‘or activity is. not. just-what you: pay-for. it. It- always
“volves the benefits you could have received: by. taking an-alternative action,
the “risk” that you' ouild achievé greater benefits with another ‘option: " <
6): Opportumty cost.is a subjective’ concept It follows ‘that  opportur
. cost is a subjective,. individual. concept, and the evaluation of choices’ and ¢
portunrty costs will differ across individuals,- househoids, and’ socretaes N¢
once-again- that an opportumty cost.is ‘not:the:sum.of the.available . alterr
tives, but rather.the benefit of the-best one (in the: decnsron makers:.view). .
(7) An opportunity’ cost is not’ always a number. ‘Unlike‘most costs discuss
in economics, an opportunity cost is not always a.number: Whrle rt IS custom.
to assaciate cost with the money. price’ of goods (a 0
expllcrt or out-of-pocket cost), an opportumty cost is the value- (be rt monetary
otherwise) of the good or activity given.up in place of the good or activity actu‘
chosen (also called the additional, subjective or implicit cost).
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(8) There is no-full cost without-opportunity cost. It follows that.the.full
cost of any choice is, not the amount you.pay at the reguster It mcludes what is
directly paid for the ltem or actnvnty chosen .and.the cost of giving .up the. next
best alternative, i.e. “the opportunlty cost. of this chonce in ‘economics, it is‘the
true, total measure of the cost.of anythmg

(9) The lmportance of the ecoriomic concept of opportumty cost li€s.in
the fact that you ¢an_not assess the trueftotal cost of your ‘choice-decision
without taking into account its opportumty cost..

Opportunity cost also helps us to reﬂect on ‘the values we' place on deci-
sions. If we_choose to- ‘part-with our I|m|ted income on good A rtather than
good B it suggests we value good A'more than’ good B
(10) To sum up. We live in-the world of scarcity, and we can't do and have every-
thing we'd like to.' The natiiral-fact of scarcnty leads to the necessity of maklng
choices among’ competmg ‘alternatives.” One of the most importarit results ‘of this
choice-making necessityis that every choice: made:(or:not: made-for that ‘matter)
means that some-other choice:had to ‘be sacrificed: In: economics, the highest
valued (in the decision-makers’view) alternative that must:be sacrificed to-attain
‘something or satisfy'a want is referred 10 as opportunity.cost.

. Some'most important things:to remember-about opportunity cost are:
» opportunity:cost is the benefit-lost from-making:one choice. over another;::
». - opportunity cost is involved.in.all kinds of-decisions, notjust:économic”

-ones.about:how to:spend:your money:;

« opportunity.cost is a-subjective;:individual:concept,:and:different.people. ..

.evaluate opportunity costs differently;

«:.an opportunity cost is. not always a number;..
» not all forgone opportunities: are:counted in: the calculatlon of opportunlty
. cost, but only the.costliest one’of:all.those. forgone;:
*.. you can not assess the true/total cost of your:choice-decision:without -
taking into account its,opportunity.cost.,

Finally; - we have:to-leamn to live with.the dlscomfort of opportunity cost - the

fact that there is no such:thing as a free lunch, .and that most things.in. Ilfe are
- never free and.come at the opportumty cost of somethlng forgone ° .

(11) Examples of . opportunity cost. decnsnons Opportumty ‘cost is a" key
economic, concept and matters of opportunlty cost fill our daily life.” Examples
of it are plentlfullmultlple So,’ let's turn:to some of them to. make the concept
more concrete.

1. Let's say you have five dollars. What would you like to spend it on? There
are a million things you would love to spend five bucks on, but lét's | /magme
there are only three thmgs out there you really want to buy: gum, soda, and
movie tickets. (See the price chart below.)

Good/item . . Price ... | -. In order: to-buy a movie, you need to
Gum . s 50, | 9ve.up a certain amount of.gum and

: soda. If you buy. ten-pieces of gum, you

Soda $1.00 give up going to. the ‘movie or. buying
Movie Ticket $5.00 soda.. Decisions /nvolve trade-offs When

- .you. make a. chotce you give up an op-
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portun/ty to do someth/ng elsé. The: h/ghest-va/ued alternative’ you give up-i
‘the opportun/ty cost of:your decision: Oppon‘un/ty cost is the hrghest-va/u T
forgone actMty It is not all‘the poss:ble thlngs you have g:ven up.- S
“For'example, if you go'to"the movies you have-to grve up a certarn amou
of gum and soda. If you are a sodaholr ;. you ‘have to give up i ve sodas.
you are gum fanatrc you . surrender ten"pA cks of gum. But; the: opportun'
‘cost of a movie is not five Sodas and’ ten packs of gum. It is. flve 'sodas or. te
packs of gum. Now do you get the '/d‘ f
2. Suppose a crty urgently. needs a. new.f e stat/on and a new school buildin
'But it has only enough money to bwld one or the other If the crtylbmlds th

,:beneﬁt of the. best altematlve of them. Remember‘? The, opportunlty cost ,
~the: city’s:decision to build-the. hospital on its vacant land-is.the.loss. of. {
land for a ‘'sporting center; or:the-inability to-use:the:landfor.a:parking lot;
the money:that could have been made from selling the land;; of the: Ioss of a

of the:various other possible. uses = but not:all of these in aggregate

4. The:same is'true of the: decisions made conceming production.with: scalce
sources. Because resources are scarce; producers.making-decisions:to prod
a certain'good sacrifice:the-next best altemative good that cotld:be produced wi
that resource. The good given up is the opportunity.cost;: In-other.words,:there
always a next best altemative good:sacrificed: and.there is always:an:opportuni
cost decision made when production:choices are determined. -

5. Let's take now a look: at:how: opportunrty ‘cost:can-(and should) be calc
lated in‘ oureveryday lives. The easiest: way to'do this:is:to-apply the conce’
of oppon‘unlty cost to the tlme we aIIocate for certaln act/wtles

ity cost: of that actlon is what you would have choser "If“you ‘had'not gone to
. elther watchlng the football game or go:ng out for a ‘walk with frient
nce again that an opportunrty ‘cost only considers the next best altemath
to:an‘action, not the entire set (the aggregate) of aftemnatives.
6. And fnaIIy if you gave up-the option of play/ng a computer game to're
this. text ‘the.cost of readlng this text is_the. enjoyment yoi" would have:
ceived plaving the qame.

‘A TEST YOUR UNDERSTANDING
1, Decide whether the-following statements are true or false:-
"-'A Opportunity costis = *
“a) a'result of scarcity;
‘bya subjectlve ndividual concept
") the Benéfit of all activities that are forgone — not only the best one;
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d) a key economic concept but one‘that you: cannot observe dally,

) is always a number;

is synonymous with economic cost

) to be measured in-money terms.; -

. Every choice involves —:

) costs;

) a cost expressed as the next best alternative forgone

) giving up another opportunity to do, to have, or use something-else:-
. Every choice made means that= -

3) some other cholce had to be sacnﬁced» D

. C vof'_es ‘Gpportunity costs.
" Costs ¢anbe monetary or non-monetary

. 1. Opportunity cost can be thought of as “the road not taken" =
. The opportunity cost of an_ action can _be defined._as. the next best
action forgone

. The opportunity cost 6 any ‘decision consnsts of,everythlng'we‘must
give upin order_to_,carry out that decusuon

. Different people (assume, évaluate) opportunlty costs differently.”
. Bach choice means (glven, glwng, glven up, glvmg up). somethlng else

scarcity, something élse
4. Opportumty costs are sometimesdefi ned asthe benef ts you (recelve,
~ could receive, could have rece' ' i tiy

P!

7. Economists: measure the opportumty ‘cost'of: anythmg by (whatever -
anything, what) has to be glven up in order to have it.

3. Most things“in life come at the’ opportumty cost of something’
(else, forgone, actually chosen)
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3. Fill in the blanks-using the words-given below::

A. 1. When you choose one thing, you must give up or ... some other::

2. In addition to the monetary costs, economists consrder . of-activities:

3. The benefits forgone by particular use of things:are referred.to-as ..z .

. 4. The opportunity cost of any action is.the next best...: to that:action..

5.1n aworld of scarcity, ... of one want necessarily means non-
satisfaction of one or-more-other...::

altemat/ve forgo/pass up, oppon‘unlly costs (2),: wants satlsractlon

B. The natural fact of scarcity leads to the necessrty of maklng (1); .C
the most important results of this: choice- maklng .(2) is that. .every chm
made (or not made for that matter) means that some other. chorce ,haﬁ to
sacrificed. In other words, every choice involves giving up “an 3)toe
or use something else. Consider a practical .. (4); Every chorce yo ke
watch TV one more hour requires that you give up.the opportumty 1o do_v
ieast the followrng (5): hsten to musrc sleep. browse at a local store; ret

more ...(7). Is’ watchmg TV for you

.(8) than the ,_best alternatlve‘way
spendlng your free trme'? .

actlvrtles better chorces example hour, necessity, opportunlty subject
4. Complete the sentences: . .

1. People are never satisfied wrth they always wan, 10r€

2. People want to do more and to have more than they.....

3. When making a choice, you have to ..

4. Whenever one chooses an action, they give up the opportunlty to:.

5. When you have a choice between two alternatlves you, will, choose _

6. Each time you choose to go one way you give’ up the chance t0.g0 .. '. <}

7. The importance of opportunlty cost as an: economlc concept:| liesin: the
fact that it helps to...

8. If youmake a nght turn at an'intersection, it precludes the possrblllty of .
having made a ... — you cant be at two dlfferent places at’..

9. When you, make a choice, you have.to.give up. somethlng else which'is
the ... of the, chorce

5. Restore the correct word order i in the Sentences that follow. )

1. An opportunity is the lost opportunlty cost, T ;

2.A number not always is an opportunity Cost. -

3. What an'item of the true cost’ does |nc|ude’P _

6. Answer the following questlons w:thout Iookmg back at the text

A. 1. What is opportunity cost? . ...

2. What is the basic idea behlnd the concept of opportumty cost‘?

3. What is the simplest way to evaluate the opportunity cost?” o

4. What is the difference between explicit and implicit’ (opportumty) cost?”
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5. Why-do all choices have/bear.costs? .- <=

6. Is there such a thing-as afree lunch?-Why? .:

7. What sort of discomfort does:opportuniity cost involve?:

8. What -are: somé’ of .the ‘most -important. things.one should: bear in mind- -
about opportunity cost?:

B. 1. What was.the opportunity. cost of one of your recent decisions?:

2. Whnat are some’of the choices (at:least three).you:make -every day-and
the opportunity costs associated with-eac¢h choice?

3. What. are the. opportunity “costs+ of :your being a-student.at BSTU?. Of - -
your being -in this:class? :Is there:an opportunity cost involvedin.your -
doing this exercise?.How:would you:assess it?--

7. Render the contents of Text 2.4:in English. .

8. Describe/ldentify::

o five:choices you made today preparing for school;i(For-each choice list

~ -the opportunity:cost. Remember,-opportunity-cost is:the next.bést thing
- you would choose to:do);

» -what you gain:and ‘what you. give ip.when you decide’ to .spend:your: }

weekend watching ‘TV:=ls watching TV. the best use of one's:free tlme?

-+ a Situation: that ‘requires:a choice, “make -a decision;: and identify:the

opportunity cost. -

..Comment.on.one:of the following sayings/statements:

*You can't be at two different places at the same time.”: =

-“An-opportunity-cost is thé cost-of a:taken opportinity/the road not taken.”

“The opportunity ¢ costis an opportun/ty lost.”

Al cho:ces lnvolve costs:*

“Time'is money.”

f"The fashion of the world'is to avoid cost ™ Wlllam Shakespeare.”

'.ooo\o o o 1o

" B.FURTHER'READING '
1. Read the text below and and answer the following questions:
[ ]
]

Can college educat/on everbe: druly;free?:
~e- What is the:meaning of the word “incurred” used.in-the.text?.
.& What-is:the true cost of your.going:to.college?:.
What is the true: cost-of: your-going:to .college?.Suppose: that ‘you-were
given a college: ‘education . without having:to pay-any fees, whatsoever:.You
could say you were: recelvmg free education. .But someone-is: paying for. your
education: because you:are:iusing::scarce: resources: — bu:ldmg, .professors’
time, electricity and so on..in that sense, the :cost- of your education. is: cer-
tainly not-zero,soit-is:not:free.. Or, in other.words; your free education cannot
.be considered a:*free lunch’.for the,economy.as a whole:
~.In caseyou:have: to-pay for: your:education:the -costs .of your.going to .col-
lege will first of all include the costs of tuition, fees;: and. textbooks, though
they-won't include:room and board:because; these costs are incurred no: mat-

- ter what.you:do —go:to work:or go:to school:;
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But the biggest cost of going to college. for-most individuals: is -forgone i
come. That is to say, by going to collége; you are:giving up. the ‘opportunity t
earn income during that-time.period. Therefore, there is:an.opportunity:cost t
your-attending classes and:studying = that is; your forgone income.-

You can approximate that opportunity cost by estimating what your.after-t
income would- be if. you-were working instead of going:to school::In the ca
of a:typical 18-year-old-American,’the:opportunity ‘cost ‘of:going" to :colleg
may be $15,00 to 20,000 a:year. For-a successful rock:'star, professional at
leteiactor; or model, the:cost:might be.as high-as $5:to:$10 million:a yea
So, the:true cost of your attending:a college ‘or university is: : True cast = tui
tion (direct cost) + forgone wage. eamings (the costof the: opportum'ty lost).
2. Read the text below and comment on its main idea. : _
Think neo-classic! A neo-classic economist is one who . dlsagrees with”
statement that whatever is ‘worth doing:is:worth doing well. Time is scarce-
cause it is limited and:there are:many things one can do:with one's time. If:on
wants to do all things well, one must devote considerable time to each, and th
must sacrifice:other things.one could-do. 'CONCLUSION:: Somet:mes it is wise
choose to do Some things pooﬂy so that one has more time for other tbmgs
3. Read the text below and.identify some examples of trade-offs
commonly face in your everyday life. e o
A trade-off usually: refers: to-giving up one ‘advantage: |n order to gam -al
other. In other words, it is an- exchange that occurs as a compromlse
terms of opportunity cost, a trade~off involves.a sacm" ice. that must be made
obtain something.

The most basic trade-off in the human expenence lS what you d unth yo
time. Adam Smith considered, for example, the trade-off. between time
convenience, and.money. He discussed how.a- person could,v ve near to
and pay more for rent of his "house, or live further away and pay less, payl
the difference out of his convenience.”

C. TRANSLATE INTO: RUSSIAN
1. The opportunity: cost:6f goingto’ college is the money ‘you:would: h?l

earned if you worked instead:On the: one hand; 'you lose four-years:of sal
- while- gemng your degree ‘'on:the ‘other: hand;you-hope:to:earn-more dui
' your career; thanks to your éducation; ‘to offsét the lost wages..

“"Here's another: example:’ if. a gardener:decides to grow: carrots, - his ‘or.

""opportunlty cost is*the“alternative crop:thatmight: have been:grown inst

(potatoes;- tomatoes pumpkins; etc:):

“Flh:both:cases; a choice between:two options: must:be:made.:It:would be"
easy decision if you kinew the ‘end outcome; however ‘the risk that you.col
achieve ‘greater. “benefits” (be they-monetary ‘or otherwise) with another’
“tion is the’ opportumty cost:’

2. Scarcity means:weé ‘all have to' make ‘choices and all choices involve

Not only do you have to make a choice every mifute of the day, because of
g



city, -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 value’ of all'things you-could
have chosen Chorce glves us “benefits™: and chouce glves,us costs A goal in lrfe '

make the best choices by welghrng the benefits and costs. ... :

3.. Specialize: where. opportumty costs.are lowest.. People typrcally have
skills or talents in. only one:or.fewareas; and because they lack time or skill to
pursue-every“activity they}choose whére:to focus their - energy Firms- and na-
tlons too have Ilmlted am unts of resources and must choose where 1o use'

nations, -and.. the soluti ,
making your, choice,. it i your best mterest to specuallze in: the actuvuty that
produces the: lowest: opportunlty cost; or;:in-other: words; where:your opportu-
nity costs-are lowest. ‘The choice: of-whi h area to S lallze m i "made on the

| basis of relative opportu

y.of: _It.progu >
! sp||t these in vanous ways One way is:to: spllt them:into: fixed costs and vari-
'able costs. Fixed costs are:costs: that do’ not vary as: the level: of productlonr
' dis s

Direct costs are similar to variable costs 'and are costs: that can. be drrectly at-
tnbuted to the productaon of* each ‘urmt of the good Thrs w1I| therefore be’

the cost of secretarial staff and general brlls tike: phone: brlls

‘D.TRANSLATE-INTO:ENGLISH - S '
A. 1.MpuMepoB TOMY, 4T 6ECINATHHIA-ChIP MOXET:ObiTb TONbLKO B MbLLENOBKE — MHOFO::
2. To, ut0 HeNbas ObiTh B ABYX MECTaX OAHOBPEMEHHO - 3TO aKCUoMa:: ... ..
3. Hapoasas MyApOCTb TRACUT: «T0; YTO:CTONT: AeNaTE; CTOUT AenaTh xopomo» O,qnaxo
€ YUCTO IKOHOMUYECKMX NOINLIUIA ~= 3TO HE-BCErAa TaK.
4..0aHa:13 33434 B XKU3HU: KIXKAOTO. U3-HAC:—~ 3TO onpe.qenwrbcn CO. CBOMMU. KENaHNAMN,
OUEHUTL CBOU.BOIMONHOCTU U Aenarhb: npaBManblﬁ:Bbtﬁop, B3BELUMBASN BCHKN paa-nmo-
Col W MUHYCH CBOMX PELJEHMI (Cy4eTOM anLTepHaTUBHBIX-UIREPKEK, r'(or_iew_o) =
5. Mocnoswua «UTo pycckoMmy XOpoLwo, TO HeMUY. — CMepTb»:0TPaXaeT,- Bo:Ne
ofbekTuBHbI (haKT, YTO He CYLUECTBYET AUHCTBEHHO fIPABUITLHOTO PELLEHVS CO ‘Bbex To-
YeK 3peHWs, W, BO-BTOPbIX, YTO. OLEHKA CKPLITLIX WU3REPNKEK NPUHUMAEMBIX peLleHuid —
cybrextuBHale MOXeT He ObiTh cyﬁbekruanou lpyrumn cfnosamu, y Kawaoro 3 Hac
€B0e «4TO TaKOE XOPOLUO U YTO TaK0e MNOXo».
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6. SKOHOMIUECKME: N3AEPXKKI Halliero'BuIBOpa U3 VIMEIOUMXCA anbTepHaTHB. ABMAIOTCA
CYMMOIt -N3AEPXKEK BCEX OTOPOLISHHBIX ansTEPHATUB; . 8 TONbKO, OAHOM : 13 HUX —~ Ha
wei/aaloweii: Hanbonbmin- apdexT C Haled TOHKN-3peHus.
7, JKQHOMUUECKNE UIAEPXKN —~ 3TO oﬁopo*maﬂ CTOpOHa moﬁoro axouomuqecxoro Bbl6
KOTOPbiii NPUXOANTCA NOCTOAHHO Aenark 8 YCROBUAX Orpz HUUeHHOCTU ecypcoa
8. Bu6upaﬂ OAHO, Ml XeépTayem ApyrumM./ BuiGOP OQHOM afbTepHaTBLI — 'aTo' on(aa
Apyron. Takosa XU3Hb.
9. VIcTHHHER LieHA MOBOI BEL§ir HE OrPaHMINBaETCS TONLKO To ‘cymmon AeHer: xo1'opy|o
33 Hee nnatM. B aTy.LieHy HE: MOTYT HE BXOAUTL W-U3AESPKKN YIYLLIEHHEX "BOINONH
- KOTOPBIE HE BCBIAA UMEIOT YUCNEHHOE BHIPKEHWE, T.8::He, BCerna U3MepAIOTCA.B:ACHb
- 10..Heobxoaumo AACHO:NOHSITB, YTO. MUD, B KOTOPOM MBI 7 ,
;)KeM “MeTH. BCE, 4T0 6b1 Mbi HU 3ax01enu 7160 370 MWD OrpaHUYEHHBIX pecypcoe' "
‘camoe rnasuoe ero HeyA06crao
11 Ecnn Ml I’OTOBbI paccraTbca c qacmo “HalLmMX AOXOA0B; UTobE! norparvrn, X Ha
-8ap A;atie Ha 'rosap ‘B, To 370 3Haumt; 4TO MBI LiEHIAM TOBAD A Builiie; YeM Tosap B
12. AnbTepHATHBHbIE UIEPXKIN ~ ITO-KINIOUSBOE IKOHOMMHECKOE MOHATUE  3TO LieHa, KOT
"Mbl BOMDKHbE 3ANNATWIL 33 ¢BOiA BhIGOP; 3TV U3AEPXNIU-NPUCYLLA-KDKAOMY, auﬁopy, aHe
KO 3KOHOMMHMECKOMY, T.€.-CBAIBHHOMY.C UCMIONLIOBAHUEM AGHEX..- .. . ’
'13 3a Bcem, uT0 Y Hac €CTb, HeapuMo CTOAT THICAUM ynymeuuux Boamoxa-(ocreu Y i
AaHO 3HATH UCTUHHYIO LEHY CBEDI.UaeMbIX UM HOCTYNKOB, npvmuuaemmx WM pewenm
B. 1. Ecniut npu BLIGOpE #3 ABYX BOIMOXHBIX Gnar norpeﬁwrenb oTAdeT npe.qnotrrenne
" Homy, To Bropoe 6naro; wanc BLIbpaTe KOTOPOE-OH YNYETUN; ABNAETCH u3nepXKamu,-
pbie ‘OH flOHEC B pe3ynbrare .CAENaHHOro wM Bbibopa: B. pycCKOA3LIUHON!: IKOHOMUYE
-AuTepaType 3TU-UAEPIKKW, B 3aBUCUMOCTY: OT- 0GNAcTH -MCCNe0BaHMs; HA3LIBAKT. TO

peayanaTe HeVICﬂOl'Ib:!OBaHMR aanepHamBHorc
,:«BMeHeHHbIMM VII'IM CKpblTblMVl MSAGD)KKBMVI» T0 «a.l'lb

~ “Tuston’ mamom«ocm» WM, ‘HaKOHeL1, «IKOHOMUECKUMI: uaaepikaniny . BGe 3TH «i3f
~Kit» W -«CTONMOCT» SIBAAIOTCA;: N0 CYTY; ‘Pa3nUiHbIMK -POPMaMK. NPOSIBNEHUA TOO;
- @HrNOA3BIUHON :IKOHOMUUECKOH . NUTepaType : 0606UIeHHO -Ha3bIBaeTCA «opporfunity
;_Teu Gonee; 4TO pAA. 28TOPOB ¢ He ienaeT. pasnuntnn MeXALy, HEKOTOPLIMU U3 3TUX NIOHAY

e nepcnexmsamu Q)Mprl OHVl 03a60qeuu npeAcroau.mMM ua,qepxkamu 0 Tém,
CHU3UTEL ¥ NOBLICUTE axouomuqecxyoo npuGBNG. OHW,: cneaoaa'renbuo “AOSNKHBL U
BaTLCA BMEHEHHLIMU UIDEPKKAMU — U3AEPKKAMH, CBASAHHLIMHU c ynycxaemumu B
HOCTSIMM HAUNYUILIETO UCTIONL30BaHUS PECYPCOB (UPMBL.
3. TlocMOoTpHUM, KaK. Bmeueuuue M3REPKKA OTANUAIOTCA OT ByxXranTepckvx: uanepwex
MeHUTENLHO K- 3apaboTHoi nnate.-Hanpumep, Bnaaeney: MaraauHa: po3HUYHON TO

] ynpasnaer MarasuHOM CaMm W NPeANOYUTaET: He BLINNAUMBaTE cebe. kanosakse. Xo
“KaKNX: AEHEXHBIX Onepaunn He NPOBOAUTCR, ero TOproens Tpeﬁye"r BMEHEeHHbIX nane|

. Tax kak Bnagened] mor Gkl nonyyaTy kanoBaHLe rae-HUGyAL B APYrOM MecTe. 55 .

-4 -AnbTepHaTuBHbie U3AEpkKM NPOUIBOACTBA ABAAIOTCH OCHOBHBIM RBINKYLIMM MO
“3acTasNAILLMM npouaBoAuTeneu - MaKCMMWIUPOBATL “UX ‘NPUGHINU: [laHHLI -noka

'_Ulcnonb:iyeTCR Taioke npu- or60pe Hanbonee addherTUBHON NPOU3BOACTBEHRON T
'Mbl'Cpeay anLTepHaTUBHbLIX ee aapuamoa

RkE
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Text 2.‘6
Lo ‘Marginal Utility

‘ L R “Enough is énough.” = An Englnsh proverb:
(1) lntroductlon When neoclasswal economlsts analyze consumer decision-
making they base their analysis on ‘ceitain assumptions’ about:human’behaviotir
(that may seem sumpl«stlc at first glance) Two most lmportant of thetn are as fol-
lows. First, it is‘assumed:that consumers taken as'a group, tend totact ration-
ally. Second; it is ‘asstimed: that’consumers:~ individuals; families, housetolds,
businesses; and. societies’~ all-are guided by the principle of utility maximization.
They all want to maximize their: utility:— thatis; théyalways:prefer more of:a
good to less of it; and strive to- make:the: most progress. toward: the:r'objectlves

be it advance, profit; satlsfactlon or any. other gain;:or: benefit:-:::: -

(2) Definition. In economics, marginal means “at the margln" or,‘the ext one”
‘the additional one’; *additional® or:“extra”. while utility.is a;measure or.index of
the satlsfactlon or. happmess or pleasure;.or subjectlve beneﬁt galned by an.in-
dividual from the consumptlon _oﬁ a.goo! service. So marglnal ut/llty means

3) The Iaw of dim
that consumers alw yS. pre

ginal utullty grew “out’ of attempts by econcitmsts o explam 'the‘ determlnatton ‘of
price. lf you expect the margmal ‘_,utlllty to be zero you won’t pay anythmg for lt if

po ance of that addltlonal somethtng to you If
you thtnk youl' re gomg to gan ‘a Iot of addmonal satlsfactton from whatever‘y_ou re

you'll gain-only a'little fromit;’ you’ll buyit only if thé price is low

We're into an important concept in economics now. It's thls the'pnce you
‘would be w:llmg to pay for' somethmg (that is:the - €conomic vailie of that some-
thing to you) is never ‘determinéd‘by the “total usefulness” of it: The value is de-
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termined by how useful it would be for you to have more of it than you 'alleaq
have..In terms of economics, it means that the economic value of a good i
dlrectly related to, the subjective marginal utility derived from"that good'in‘
given period of time, taking into account its scarcity. . Thus, water. has ut||rq
but fittle. market value (market price), since . it is generally not scarce s
A(5) Think margmally Intuitively, all mtelllgent people think- marglnally, morq
or less;-To “think: marginally’ means to-think-in terms- of-additional costs- -any
benefits:your:decision:whether to.do-a little-more or a little. less of somethiny
involves: Put most simply, what is:relevant to-any decr5|on |s what is: gamer
or lost dependrng on how the decision is. made... . :

2:As’long as *“the marginal retum” (utility; pmﬁt)tyou re gettlng is worth more to yo
than “the marginal effort”: (costs; palns) you re spending,: you re doing: just fine: *

“As long as'the-additional “value or-“satisfaction” you're’ getting from the timy
‘and-effort'you're spending is- greater than:the additional- sattsfactlon you' coul
‘get from- spendlng that time and"effort in- any-other: way, you are optrmnzm{
That's the best you can do. You're maklng the best marglnal ‘choices.’™' -

(6) To'sum up: In analyzing consumer's decuslon makrng, economrsts assum
that consumers display rational’ behavrour when maklng their chorce
idecrsuons In’ partlcular economrsts assume that consumers strlve to max
‘mize their utility. s

Utlllty is typlcally deﬂned as the satlsfactlon or ha_p_p ess denved by an |r

‘economic value) ofa good is related not to thie total usefulness of ¢ a .good, t
-to.the marginal. utility. derived from that .good at a glven tlme taklng lnto
jcount rts scarcrty oy !
) ' gnally ‘-In everyday Irfe to “thlnk margrr;ﬂ
_means to make each. little. chorce 50 it will do_you, the, most good It méans
-fime. you- spend each extra bit of effort or time or money. or. anythlng make it
s the best.it can, for you..It means to optrmrze the use of everything you have
. work with. Basrcally, it's just age—old good.common. sense..
; So, once in.a while it's a:good idea to stop and.remind ourselve
.do have a chorce about how to-spend each five mlnutes dunng each day, how
~spend each dollar we have, how to.use each thing we have - and that succe
in life depends very much on.how wisely we-make:these little.choice-decisions.
- the margin.

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

44 o




o 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. satlsfactlon that
comes with each additional glass of water is-marginal- utlllty i
e 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 nio value to-you? Aga/n obwously not::It:only means that
more water (more than you- already have) is:of nio or little value to you: Additional
water would-bring you-the marglnal utility -(additional -or extra sat/sfactlon) of
zero. Thérefore the amotint you would be willing to pay'is Zerg. i
» The law or principle of- d/mm/shlng marginal’ utll/ty states that for’ any good
or service, the marg/nal utility-of that good. or service-decreases as the' quan-
tity of the. good increases, cetens panbus “For example ‘one automoblle is
very useful for gettlng amund ‘An addltlonal automobile: mlght be useful 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 not expect many péople to own three cars. because the
benefit they.receive.on the third car would be .unlikely to’ exceed the price..
o All intelligent people think margmally When you are in:lirie at a fast
food restaurant and a new register opens up, you must’ dec:de ‘whether to
leave your place in line and go to the new. line or stay. where .you are In. domg
this, you-subconsciously : weigh’ the. margmal benefits of | mowng, which include
potentially saving.time, aga/nst the. marg/nal costs. of. mowng, which. include
the energy: expended from physrcally moving: If the: benefit.is. greater than the
cost, then the act/on /s undertaken by a ratlonal dec:s:on-maker Because this
as there is any time to be saved We can. conclude that. people actually be-
have this way by observing that fast food.lines tend to be equal.in length.::

A.TEST YOUR UNDERSTANDING

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

1. Utility is simply satisfaction::

2. Different people derive satisfaction:from different things:

3. People strive/seek: to:maximize;their utility-at all .cost; .:»:

4. The assumption ‘that’individuals tend to:maximize: ‘their utility is at the ore
of any economic theory

5. Margmal utility is the additional ‘satisfaction a constimer.gains from.
consuming one more’unit of a;good-ot ‘service.

6. The marginal utility of X is the additional utility from two 'or'more ‘additional
units of X.

7. The more people have. ‘theless’ differencé “an - additionat“unit.of utility
will make for them.

8. The less of somethlng you have -thé ‘more - satisfaction yoti-gain from
an additional unit you consume
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dectswn to- buy or not: to buy just one more:unit. -~ -
10 The higher: margmal utility-you-gain:from a-product i is; the hlghe i
- 2" willingness:it'gives to you to:pay-more for it:
2. Choose the most suitablé word:: N A A
4. Utility.is:a meaSure .of: satisfaction (received,:obtained, gained)-from
= 'good.or service.
:2 The:price you would be willing to pay for.a:thing or a service:is never
:(measured, determined, reflécted) by.the"total-usefulness” of it.::
: ’;_.3 “The price :you- are willing: to. pay. for:.an : -additional somethlng (assu
.determines, reflects) the. |mportanoe of that-additional . something toya
-4 The marginal.utility.of a- good is a/an.(amount,. measure; umt) .of a.change i
.. .saisfaction.caused by consuming more.or less, ofa good
3. Fillin the blanks using the wo. ords given. below: ]
ALY Neoclassu:al oconomlsts assume:that peop|e make' chOIces

" least |f they are,
5. If unlimited amounts are available; thén the extra’ utlllty from havung more
drops aII the way to

1. UtilityMarginal utility is
--2. Tothink. marginally’ meapns:.. .

3. The principle of:diminishing-. margmal utlllty states’ thatd...

4. Neoclassical economists assume:that:individuals: seeld/strive; try/: 107
.- 5. Restore the correct word ordét inthe sentences that follow::
- 1:Do they maximize: utility strive not to their:consumers?.

2. Marginal amount of satisfaction means the additional utility.

3. Rational decisions:display behaviouriwhen.consumers:making their, ch
6. Answer the followin uest:ons w:thout lookm back atthe: text:
A What.is utility?-. '

2. What does “marginal’/“marginal utifity” mean in economics?

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

.4..Do free goods have any margmal utnhty” Why?
. 5. What.does the law. of: dlmlmshlng marginal utlllty.state'?
_ 6. What does the economic value of a thing, depend on" B

_7. What does “to think marginally® mean?’
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B.1. What thmgs are of most value'to’you?/What thifigé do"you value most'?
2. Is (Are) water/air/English’ classes of any-value to: you? Why?- © ~
3. Wil you buy/do a thing if you know-you will- gain-only:a: little: from it?. -
4. If you expect the marginal:utility of something to:be zero; will-you: pay:
anything for.it?:Why?-
§. Can you think of. any cases where the law of dlmmxshmg marginal utility::
does not.apply?:: :
6. Do peoplereally tend to thmk margmally‘? And you?
7. Render the contents of: Text 2. 5 in- Engl:sh =
8. Discuss: - e e
o the. relatlonshlp between the pnc >
worth of the-good. t.Q. J(OU =

e. pay. for.a good. :and:the-value,.or

are assumed to’ always try
A tricky’ question :now is v d (
capture-it."You:¢an "get richer:withouit’ becomlng-,more satlsﬁed =S80’ some
economists-have:tried to calcutate broadér measures.of happinéss:
They have found that people w:th:rjobs are much.z:happier than unemployed

starts rising again. )

- Other economists re-dismissive of such- -studies. -They “argtie-that- people
are rational maximizers of their own utility, so, by definition, whatever-they-do
maximizes their utility;
2. Read the text and ‘éxplain the dmmond-watuaradox ‘in‘terms of both
marginal utility and value theory.”
The diamond-water paradox:. “toml" uttllty Vs “margmal” ut:llty ‘The dlamond-
water paradox is thé:observation-that eventhough: water-is ‘essential to: human
life, the price-of water is relattvely . Diamonds are frivolous and ummportant for
human éxisténce,; yet the'[ price of dlamonde is: substantlally higher:: & i
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The marginalist explanation.of the paradox is as follows: The total.utility or sati
faction of water exceeds that of -diamonds. We would-all rather-do without di
monds than without water. But almost all of us would: prefer to win-a prize'of
diamond rather-than.an additional. bucket:of water: To-make this last choice;
ask ourselves not whether diamonds. or water give more satisfaction’in total, b
whether more of one gives greater additional satisfaction than:more. of the other.

Some economists proposed an innovative solution to thediamond-wat
paradox. They saw that value is subjective it is in-the eye of: the ‘beholde,
That is, things do not have inherent value, but:have:valie:only'insofar:
people desire them: “Comparison of value, this evaluation of different ‘object
changes' continually ‘With: thé need. of the person”. Where water is plentr
people value diamonds highly. A person stranded in a'desért,-however, woul
value water over diamonds.,. o
3. Read the text below and answer the questions:

o What alternatives did the farmer have:tosolve his.economic problem?:.

o Why did he decide to do what he d/d’? .

Five Sacks of Grain. An Austrian.economist gave the followmg descrrptnon
the marginal theory. of value, one often sed’ by economics textbGoks: “A-pit
neer farmer:had five sacks of grain, wrth no way of sellrng them OF. buyi

strength food for his chlckens for dletary varratron an mgredlent for makr '
whisky and feed for his parrots’ to amuse him. Then the farmer-lost one sa
. of grain:. Instead of reducing every activity by afifth, the: farmer—srmply starv
the parrots as they were of less. utility than:the:other four. uses, in-other.wor
they were on the margin.’ * MORAL: 1t is .on the margin, and: not with-a-view
the big picture, that we make economic-decisions;:
4:Read the text below.and explain the meaning of the word “disutility”;
Drsutlhty Suppose you go to a-buffet and the first plate of food you-eat
very:good. On‘a scale: of-ten-you'would: give: it-a‘ten: Now your hunger h
been somewhat tamed, but: you get: another fullplatée-of: food. Sirice you're:
as_ 'Un‘gry, your: enjoyment rates at a’ ‘seven at’ bestf_. Most people would st
before their- utrlrty drops’ even more; but 'say you'go’ bac o eat a: thrrd
plate ‘of food and your utility drops‘ even more o a thre y ot eatit
you would eventually reach a point at whrch your eating' makes'yoti srck p
viding dissatisfaction; or “dlsut/I/ty” L
5. Read the text below. Define. marqinal a'nalySis"’ a‘r"r'd“éx' laih"wha‘t i
odfor. < i v -
Margmal ‘analysis. When economists study individuals’ conomrc decrsrg

they. study decisions at the margin, the additional: cost or benefrt that'a'pe
has. Economists refer to these as the' marginal costs and the: marg/nal b
fits of the decision.

- The general idea behind the concept of marginal analysis is that whene!
we :make . decisions we- are weighing: the marginal,. -or: extra cost .of .d
something against the, marginal benefit to.you of that action. If. the: benef t i
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greater than the cost, then the action is undertaken by a rational decision-
maker. In other words; all we.have to.do.is figure out whether a certain move
ill bring a “marglnal profit’ or a “marglnal loss The, economst would say it this
ay: “When faced with. a choice, the business erI make every move. which is
expected to bnng a mangrna/ proﬁt and will reject every chorce wh/ch /s ex-
pected to bnng a marg/nal loss”.
The reason for stiidying' decisions at the margln i that |t is the trade-off be-
een marginal benefits and marginal costs that shape economic decisions. We
do not generally choose between, say, studylng and not studylng in total, but we
do ask how’ much will_an-additional hour of study/ng raise my grade? Slmllar
estions: “If the’ store opens n hour ‘earlier, by how much will revénues in-
pase? If | 4ire this person, -how'many more’ "goods will we be able to produce?”

6. Read the text below and answer the questrons

“What are the basic assumptions the neoclassical economic theorv of hufhan
b hawour is based on? Are’they all t true to Irfe‘7

" A third assumptlon is that people are’rational: in the theoretlcal world of- “to-
al economic’ ratlonallty each person:will compete:with‘others to’get-ahead."|
ill offer moré 16 buy something béfore you get'a’ ‘chance -at it. | will-undercut
you and take your customers::Pérsonal’ feellngs of kindnéss or: thoughtfulhess
or others never have any.influence on a person ’s behaviour in“this:dog-eat:dog
orid of “let the devil take'the hindmost®! _
For- centunes ‘economists Hiave talked: about the: fictionat “economic:man”
homo economu:us) =ra-“perfectly” rational::person’: who- always - makes -all
es s0:as to:maximize utility. :Sucha-totally: rational :person ‘would: always
choose the feast: cost ways of ‘getting:'or imaking: ‘something and would always
spend money in the :absollitely:most.efficient:way:to. maximize ufility.-Such:a
person - would: always::budget:.very:. carefully = would ~always: optimize: and
pconomize all the time.
Neoclassical economic theory also assumes that work is unpleasant and that
eople will try to avoid it. It assumes that people dislike risk. They hate it so
uch, usually. that they are wxlllng to pay others great sums of money to re-

ays find something to want more 6f
Pure economic theory of human behavnour is-based on all these assumptions.
Are they all true? No. Not exactly. But is it close enough to. the truth to. help.us
o get some understanding of how people behave? Yes. At least economists think
50. They think there’s: enidligh truth' in' these “laws of behaviour’-to-help-us:to
erstand better why people do some of the things they do.
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C. TRANSLATE lNTO RUSSIAN
1. Hrstory The theory of marglnal utrlrty was mdependently develo
around 1870 by Wllllam Stanley Jevons in England,” Carl Menger in Aut
and Leon Walras'in Switzerland. Their rdeas transformed economrc anal
These advances in economic thought are “known . as ' the ~Neoclas
Revolutlon (or Marglnal Revolution).”

Dunng drscussrons of which_of those three. had been the first to. formu
the theory, a colleague of Jevons discovel d a copy of Prussnan econ
H. Gossen S Dre Entwrcklung a 854) Go_ n'was recognlsed as the. ong
author, and his work was refon'nulated in aless mathematical.way, to ma
more intelligible to the publlc

Although Gossen. himself declared; that his  work was" ‘comparable i
sugmﬁcance to the lnnovatrons of Copernrcus few. _others"agreed most co

_‘marginal utlllty Neoclassrcal economrsts still, hoid- that sensrble choice

‘quires - comparing-marginal. utilities- and margmal costs They also thrnk

- -most people-apply the margrnalrsm concept regularly, ven:
..in‘their private. decisions.: : :

.- 3. Marginalism: critics. Why are dramonds more expensrve, han w '

. “Many-critics. of marginalism-argue thatithe:reason that diamonds are:
_expensive than water is not:because:of their-relative natural :abundance
“because of their-cost: of ‘production:; |f‘diamonds could-be:produced: ch
-from-carbon, .as modern: technology ‘may:make possible-in:the :short.t
ithen the price of diamonds will fall, éven:. though the demand for-their us
- ' not altered: Therefore, ‘as:these critics:would claim:it:is the: cost:of prod
~which determines price, not the marginal.utility.

=D, TRANSLATE INTO ENGLISH.'. d L
-A.-1..B.ocHose . -.-eopuu npmmmsr PELLIEHWA, orpe6wrenamu nexar. nekoro ble n'
NIOKEHWS KACaTenbHO UX. IKOHOMMYECKOTO NOBEAEHM Ha PbiHKE Toaapoa Wyeayr. "
2. npeAnonarae'rcﬂ, 4ro, - BO-I'IGPBbIX norpeﬁm’enm B uenom no T
 BO-BTOPbIX, CTPENSTCA K TOMY, 4TOOH ‘nonyquTs, Maxcmanbuylo'noneanocrb or
- UiaeMBIX-UMHA. 3KOHOMUHECKUX- TIOCTYNKOB i 8" MaKCHMaNbHO "BOSMOXHOH - MEpe ‘M
THYTBCH K UMEIoLLEACH Y HUX: Lignu.:
. 3. MonesHocTs == 510°Mepa yAoBNETBOPEHHOCTH: NN, YAOBONLCTBUA;: PAAOCTH; Unk
. BBIMOAABY: KOTOPYIO WHAMBMA U3BMEXaeT 13 noTpeGrenus ToBapa uNk NoNL30BAHNA.YC
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4. MonesHoCTb — 370 CYGHLEKTUBHOR NOHATHE, W AaTb CTPOroe ONpeaeneHne none3sHocT 3a-,
TPYAHUTENBHO, nOCKOHbe Y KaXaoro yenosexa, ecrb caoe ‘BOCNpUATKE YAOBONLCTBMS, ona-
NETBOPEHMS 1 CBOIA Kpyr NoTpeBHocTel:

5. LieHHOGTD eCTb Mepa NONIE3HOCTH, KaKyIo AaHHas BElLb, 1O MHEHUIO MIOAE, UM NPUHOCUT:: ©
6. Nioan: He. cTpeMATEA NoTPebnsTL AOCTYNHYIO NOME3HOCTb, €CNIK 3a TY Xe LIEHY OHU Mbryr
nOIyUTH APYTYIO, KOTOpasn MOXET, 110 X MHEHNIO, AaTL UM GonblLee YAOBNETBOPERYE: -~ =~
7. B neoxnaccniyeckon 3KOHomuke nonesuocrb oﬁbnsnaeTca uenbro ncn'peﬁneuuﬂ n. pac—
CMaTPUBAETCR kak CBOMCTBO axonommecmx ‘Bnar y.qoaneraopa'rb nOTpeGHocm

8. Paznwiaior oGumo w npeaenbnym NONe3HoCTY. nonesnocrb KOTOpyIO no1'pe6vrrenb w3
BNeKaET 13 kaxgoh nononnmenbuou enunmubl 6nara, Haauaam' npeAeanou B ceo
PeAb Cymma NpeAesibHbiX NoHe3HOCTed 'AaeT obLLyi0: NOSIe3HOCT: 'HEKOTOPOro' KoNHuecBa'

9. Cuwraemn, YTO KXAbIM NOTPEOUTESNS UMEET CBOI0 CYOBEKTMBHYIO LLIKANY NPEANONTEHUY; -
TO ECTb-3HAET, HTO eMy:HpaBuTCs Gonblte; a yTo-MeHbie, 13 MHOoXeCTBa maa'puoﬁ macchb!
MHAMBUZ CTPEMUTCA BLIBPATL HAUBONEE NPEANOUTUTENbHLIA TOBAP MW, Haﬁop TOBApOB. : .
B.1. Ecnu Mbl oGoauaun cnocoﬁuocrb .KoHOMMueckuX-6nar onaneTBopmb nOTpeGHocm .

2. TepMMH «pauMOHa.anOCTb» ‘He CTOWT TONKOBATL B TAKOM' nnane 7O qenoaex crpam
Whit BECb CBON AOXOA Ha NOKYNKY LIBETOB moﬁmomy Genosexy, HepauoHanes, a uHanuema;::
OTNOXMBLLIMIA"AEHLIU. HA aBTOMOGUNb; paumroHaneH: C TOUKW: 3pEHUA IKOHOMWUCTA,  GHU, oﬁa
BeyT CE6A PALMOHANEHO, :€CHN:OHW TONBKO Ha CAMOM:fiEN1e CAMOCTOSTE TLHO - BLIGpan | anx,_
cebn aTu BapuaHTbl K:NpY 3TOM MaKCUMASHDYIOT: QbLLlyl0 NONE3HOCTL.:

3. NonesHocTs 8. nonvmnqecxou 3KOHOMMM .— 370 cnooo6nocn> eemeu cnyma'rb Tem unit .
WHBIM CrIOCOBOM YenoBeky. . Camas HumeMHan unu caMan OGbNHaﬂ Beu.lh Mox(e'r npuo6pe—

TpebHoCTH | Wi Aocmmeum xaxou—nuﬁo uenu " anAaTb e TéM CambiM; coomermymmym
weny. U HaoBopoT. K’ npumepy, ‘ecnu kaxan-nugo’ Belllb YTPauUBaeT ‘ceoe 3HaueHue Kak- no-
Ne3HOro MPOAYKTA’ U CTAHOBUTLCH' HAKOMY-HE' ‘HyXHOW. ANA-NOTPEGNeHUS,. TO OHa; Kak.ripasu-:
N0; BLIBPACLIBAETCA, a:6€ MPOU3BOACTBO NPEKPal@eTCH::
4.'B.4eMm e ‘COCTOUT :3HaueHNe NOHATUSA NPeAESibHOM NONe3HOCTU AnA- -OBBACHEHMS IKOHO-
MUNECKNX SBNEHUA? Bo-NepebIX, € ero fIOMOLLBIO Nerko paspeluaeTca NapagoKe, Ha-KOTOPbIf
o6patun sHuMatme etle A.CMuT. [Peub naet o LeHax Ha anMa3 1 BoAY. nocxonbxy fnioav 6e3
Aene B opaanermm ¢ .qparoueanblmu anmasamu ona He MMeeT HMKaKOVI uenbl unu *e ueay
camyo erroxnyro 310 OSBHCHSIETCR TEM 4To uenbl ycraHaBnuBamcsl He- no 06u4eu no--
ne3HocT 6nafr,'a no WX npegenbHo nonesnocm “Aobbiua’ Aononnwrenbuoro koriuyecrBa’
anmasos TpebyeT: Bce:GonbiLinX paconos TorAa KaK noTpeGnenine AONONHUTENbHBIX ‘KO-
NMHECTB BOALI NOYTU HUMEro He CTOMT, MO kpaiHel Mepe, B.NOBCEAHEBHOM 06uUxoae. LieH-,
HocTb Bnara’ HanpAMYyio 3aBUCHT OT: orpaumennocm U PEAKOCTU:-3anack!:BOAL! Ha 3emne -
OdeHb BENINKY, . aNMa3bl ke  BCTPEHAIOTCA kpalHe PeAKo. Mmeuuo aTo. chromenbcrao n
YYWTHIBAETCS Nput onpe.qeneumu LeHHocTH.Bnar ¢ nomoumo NOHATUS, npenenbuou nories-.
HOCTH. .

Fkk
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UNIT3 ~ THE MARKET, PRIVATE PROPERTY, . o

AND COMPETITION
Text 3.1 Ty .

- The Market

~ “Thé ‘markel is & place set apart where men may deceive 'each ottier.”= Diogenes Laertius
(1) Definition: what exactly is the market? Although an understandrng'of mar.
kets is.at the heart of any study of economlcs and busrness studres ‘

nally referred to.a specrat place (typlcally, the marn square of the largest vrllage i
the vicinity) where products were botight and sold once a week Modem day ﬂ
and farmers' markets are fairly close to the original concept. - W ‘
‘Nowadays; a market:does not-have to be:a physical place lrke a shop |
modern tlmes ‘a market is. any ‘arena, however abstract or far-reachrng.

change of goods ‘and servrces takes, pIac ,
belng in"contact with one anotherlcomrnumca g

speclallzed Iarge or-small; Iocal or. globa i 3
(2):Market partlcrpants -buyers, sellers; and: mtemredranes Any market co
sists of two main groups-of: people all those who have commodities for sale, an
all those who are mterested in buyrng those commodltles = that is ‘sellers al

mtermedranes from. the brokers -in the great produce exchanges down to th1
vrllage grocer. They.may be mere dealers with no. equrpment buta telephonq
or thev ‘may: provrde storage and perform important services of grading, pach

market mechanrsms provrde |nformat|on about the quantlty qualrty, and ‘pnq
of products offered for: sale,-to- facilitate the. exchange of goods.and. service
between buyers and sellers:and, thus, to-efficiently allocate scarce resources
(4) Market_ rtems goods servuces, and resources. Whrle “in prrncrple a

primarily used to exchange goods; services; and resouirces. - o

Goods are physical, tangible items or products that are used to satrst
wants and needs. Services are intangible activities that provide direct sat
faction of wants and needs without the production of tangible products 1
goods. Resources (labour, capltal and land) are inputs that are used in t
production of goods and services.

Speaking in.broad terms, any item or service of value can be referred to
a good. Economists also study "bads” — items like garbage and “services” li
crime you have to pay to get rid of.
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+(5) How do people make.a trade? Markets work by placing many interested
_sellers in.one place, thus makmg them easrer to. find for prospectlve buyers
and strike a deal/maké an exchange e

Most market exchanges in. modem economles mvolve a commodlty on one
side and'a monetary payment on the other. In essence, a buyer gives up money
and receives a good, while a' seller giveés up a good and receives money.

Buyers and-seliérs négotiate with each-other tiying to get the best- deal for
them. Sellers ‘call" out how:much: they will -accept for the"ite. “They know: if
-they receivé more: than the‘item:value; they will have: earned a profit: That's
“why “sellers sell ‘only .if. the market.price-is greater than: or equal to-the price
they require to give.up.a good:orresource 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 “eamed" by saving. That's. why buyers purchase
,products and resources. only if the.market.price is less.than or equal to the
price they-are wrllrng and.able to. pay
(6) Any market transactron is a product_of compromrse If you want to
sell, say, youir car, your wil be’ Iooklng to get't the highest price possuble If you

car'y you might t be lookrng to get the cheapest price possi-
ble for the type of Car 'you want to buy: Therefére; on thé one side of the mar-
ket (the buyers’ side), shoppers attempt to’purchase -go6ds’ at-the lowest
prices after allowing for’ various'-considerations of -cost and corivénience; On
the other:sideof ‘the :market:(the. sellers’ side), producers:attempt :to sell
goods at the highest: prices: after allowing for similar.considerations.:

- Since. both parties:expect to:become better off as a result: of the transaction,
any voluntary transaction-takes-place only .if-the price is-mutually-agreeable
:on the basis.of a’ .compronise.:

A market compromise, like every compromise, fully satisfies.no one. In fact,
it is just-midway. between. the.competing: interest of. those ‘who_are buylng
something and those;whq , selllng that_ somethmg It is_a.settiement in
which each party-makes a’ concessuon for the purpose of reachmg an agree-
ment. Without™ compromlse ‘it ‘would” be™ difficult. to reach” agreements -and
keep the market running:

(7) Who benefits most from a market exchange?’ in contrast to political-* ‘solu-
tions®; under which the losing'side iis’ ‘always forced to submit to'the winners; free
market exchanges ‘normally - leave ‘both " sides- equally satisfied.- According- to
“standard capitalist- theory, :as. explained:by: Adam Smith' inWealth. 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 commodity: This- notion: underlies the concept. of. mutually-beneﬁcral
trade where it is held that both srdes tend to benefit by an exchange. .. - ..

.(8)_Barter. exchanges no money. is needed. ‘While most markets mvolve
the exchange of money for a commodlty sometimes_one commaodity ¢an be
traded for another, doing | what is commonly termed barter. in other words,
barter is the exchangé of goods and services performed directly; wrthout us-
ing money. “/'ll cook d/nner if you do the dishes" and “You' scratch my back,
and | will scratch yours” are typical examples of barter. .
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Barter requrres a double co:nc:dence of wants A must have Whit B wants i

B must have what A wants. The transactio osts (the costs rnvotved | ‘m
_ an exchange) of finding a double coincide : ‘
,typrcally very hlgh That's why most markets
services can be exchanged more asﬂywrth money than wrthout
9)- Money ‘exchanges. Money .is an extremely diffi cult’ concept to: deﬁne ]
- precision. Most simply put, 'it.is anything “what you. buy. things-with”.. It 1S a;
-dium of exchange, in.terms of which the. value of -all goods:and servroes is
pressed. The reason-that people value moneyas a medium: of exchange is
it allows for complex exchanges to take place: more:easily than-using barter. {

~ (10)-Market price. The'amount of money for:which a/one unit; of:goods or:
“vices is exchanged is called price;‘In‘other words pnce ‘is:the- money ‘valueq
'good or semvice. It is a- component ‘of an exchange or'‘transaction’ that’
’ place between two' partres and refers to what must be glven" o by one party

..or, servuce Market pnce |s establrshed at' e 'pomt of exchang througA
mteractlon of buyers and sellers; - . .
- Prices-are.providers of information.: They reﬂect how much eople Vi
goods and what sacrifices society has to. make:to: provrde the: goods i
(11) Free-market. ‘A free ‘market is:a.market:where:price:is determin
“ trade. ratherithan:by government::A completely: free: market; i$::an-ideal
< form of & market economy where buyers-and-sells are: allowed:to transac
- buy/selltrade) freely without any. state intervention in the form of taxes,
S|d|es or regulatron
Because no natronal economy i’ existence fully manrfests the rdeal of
'_market as. theonzed by economists, Some ¢ '

...while state protection is for the rich..
. =:Not-all advocates. of . caprtallsm consrder free.markets. to.be practical,
' .Some of them:hold it :wrong.to believe that»-g ve
s unproductrve ‘while theprivate sector.is: per.se: good and;.productrve In
“.run‘modern economies, they: say, there is'a: marnage between: gover!
““andthe private sector, each benefiting from the. other::
*(12)*Market, non-market, and mixed economies AR
“ which goods-and’ services are exchanged by’ market functions is"cal
_market-economy (also termed -capitalism)."An altemative-econofti¢’ sysl
: whrch non-market forces (often government regulatrons) determrne pn_

f,-the market economy is. known as a mixed economy or‘market SOC/al/sm :
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" A. TEST YOUR UNDERSTANDING:
) 1. Decide whether the following statements are true or false:”
A. 1. The market is any place of sale
2. Any government is per se bad."
3. Prices are providers of mfonnatnon
4. Any price agreement is a‘compromise’ " - i
5. Price is the money value of a:good or service::
6. Resources are outputs that are:used in the production:of goods.~
7. Barter systems are less:common than systems that use currency.:
8. Barter is the exchange of goods and services without using: money::
9. Most market transactions are.made on the basis of a:compromise. :
10.Market is any arena in which buyers and:sellers make transactions
11.Markets may consist of one buyer. and one seller; or-many. buyers and.
many sellers.
B. 1. Any market involves exchanges
2. Most market exchanges tend tobe. mutually-benef icial.
3. Market compromises. fully satusfy no one.party. involved.
4. Both buyers and sellers tend to benefit by market exchanges
5. Intermediaries act between the first seller of an item and the. fi nal buyer
C. There is/are —
a) two main kinds of intermediaries in a free market.. -
b) no single definition ‘of the term market in‘economic
C) a marriage | between ‘government and’ the private sector ifia frée
market economy.”
2 2. Choose the most suitable word:
1. °Af penny (gamed saved) is g penny (gained, saved).” ‘
2. “Scratch my (back; hand, head) and | ‘will:scratch’ (you, your, yours)
3. Money is anything “(that; what, whlch) you' buy thlngs (for, at, 'with):" -
4. An understanding of markets (is, does, has) atthe (heart, head; hand) of
any study of economics,
5. The buyers must have (somethmg, anythmg) they ¢can offer in‘éxchange for.
(it to be, there to be, — ) a potential fransaction. _ i
6. Most market exchanges (mvolve, are mvolved m) a commodlty on one
side and a monetary’ payment on (another the' other, t'he others) e
3. Fill in the blanks using the words given below:
1. In market economies ... play very |mportant roles. -
2. Under the barter system trade is ..., but not mpossuble .
3. Any seller. expects to become ... a a result of the transactlon
4. When goods are exchangedij. using money this is called barter o
5. The world of commercial activity where'goods andservices are =.:'and sold
is called a market.
8. A free market economy is an economic system in which mdtvnduals “rather
than ..., make the majority. of regar' ng economlc act|V|t|es

govemment, prices,»withoqt; ngrs_/gns, boyg‘ht, d/ffr :.;,"t; be u_erloff.';
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k18 a completely free-market economy ‘a fantasy or a reallty’7

K What is a.non-market-economy/-a mixed-econoniy? - -

t. What type of economy does the-economy. of Belarus’/ Russia’ belong to?:

I Write a summary/Render the contents of Text 3.1 usmq L_r own words

isfar as mssrble

'. %2“53’ : S e

the dlfference between a market and a shop,

the difference between a:capitalist: economy and a socialist: economy
mment on the following definitions and statements: - .

~The market-is the stage or-which- economrc actors —firms, households

- and unions — meet and‘make key economic decisions for socrety

The aim of : any seller i rs to make you ‘ the buyer part wrth “your money

The market isa good Sef nt but a ‘ad master )

The freé market is‘socialism. forthe. rrch o

¢ e T

B FURTHER READING;
1. Rea Read the text below and.answer- the following questions:
o How many types of markets are.discussed-in the text?:
o Can you briefly define each of them? =
A market makes possible the:exchange. of goods and servicés between buyers
and sellers; and that exchange determines the price: of goods.and servicés. Buy:
ers and sellers:‘communicate:with- each other.about the quality:and quantlty 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. Iabour ‘services-are
bought and:sald in;- -respectively, the: supermarket the stock: market the: forergn'
exchange, market the goid market; and:the labour. market. Black market is:the
name given to exchanges that vrolaterthe law; :such:as the buying-and. selling: of
ilegal drugs and counterfeif: goods; Underground market rs~the"name given.to'un-
recorded transactions, whether legal or illegal ce, 5e
not to report.their- eamings in.order: to; ‘avoid: paymgrtaxes ‘Any:earnings. that!go
unreported are part:of the: underground market:-And, ﬁnally, the- polmcal market
involves:the exchange of votes and; political benefits:.
2. Read the text below.and answer .the. guestrons e
] What are farmers* markets? -

Why-are: ‘they still popular in-many countries:of the. world'? g

Farmers markets. The:traditional market. square is-a'city ‘square: where traders
set up stalls and buyers browse the merchandise. This kind of market is:very
old, and countless:such markets -are-stilt in operation around the whole world.
Such markets are often temporary, with stalls only present for one or two days a
‘week (‘market days’), however some’are’ open-évery day-of the week. -
- “In-continental:Europe; especially in-France; street markets, as‘well'; as “mar-
ketplaces™(covered:places -where::merchantshave " stalls; biit: ‘not-entire
stores). are-commonplace;:Both resellers:and producers sell their wares (not
only fruits, -flowers;-and vegetables; but: -also: meat and fish; and. 6ther. prod-
ucts) to.the public..»
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In the USA such:markets fell out .of favour; but.renewed-interest-in d
food has caused the reinvention-of.this type -of market,-called farmers”
kets, in. many towns-and.cities:

A farmers’ market is-an: opportunity- for farmers:to sell their. produce: direx
the public. A key feature is that those who tiy to sell their goods at: such ma
should be members of the local community where the market is berng he
this is essentially therefore a market for-local farmers and local people: :

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
sell shares of stock, or shares of ownershlp in: corporations. A share of
represents a piece of the. ownershrp of. a firm.. For.instance,. if-you, buy.
Motor Company stock, you are one of.the owners of Ford. The. price of s
is determined by the expectatrons of | buyers and sellers,‘whose exchan
shares reflects their-beliefs about Whether the firm will be more or léss
itable in the future and whether the firm will-perform better or worse
other firms. Such stocks are- bought and sold through dealers and broke:
_ through word of mouth in what-is calledthe over- the-counter market...

4. Read the text below and answer:the: guestron

o Who or what i is a stock broker? T

Stock brokers. - What: we:call-the stack: market is hterally millions’ upon
lions of independent people around the' world:making: mdependent decisi
A'simply put example is.this: 1 think or- guess AT&T:shares will rise!in’pri
I.want to .buy ‘a“hundred.: Somebody else: might*think:or guess:that: A
shares ‘are going-tofall .in price 'so he wants:to. sell his 100, but there’ CX
problem. | don't know where: he is and‘he doesn't.know where’| am.
sweat. There are:specialists who; for'a‘price; get us together'so we:can !
the transaction;:we_call:him a-stock broker:

5. Read the text aid: exglar nthe difference between the words “waj]
. “salary” and: “rent”,as price words.
Price. Just:as good is-an:all-purpose word-in:economics,’ so also is: pri
price is ‘the::amount’ pard for one:unit of-a- ‘good; such ‘as $150,000- for
Rolls-Royce. Although pnces are‘usually expressed in-terms of- money;’s
times they are expressed.in terms:of other: goods ‘such-as two.candy: ba
one ice cream cone: A wage is a kind of price = the: price -for an: hour
bour. A salary is: also: a-price: = the prlce for :@a month’s-or year's worth’

bour. A- rent 100, .is:a: type:of: price: =-an amount for:the: use:df.a house
month, say:

C. TRANSLATE, lNTO RUSSlAN
1. History..in its ongmal meaning, the market is a physrcal commg toget
a.sizable number of merchants-and. prospective. customers at.a pre-arraf
time -and. place .(in medieval: Europe; typically:ionce: a-week on-the
square. of theé fargest village inthe vicinity)-for the:purpose of ‘striking .de
buy and sell a variety of goods and services. Large numbers: of:custol
came to such organized markets because they found it convenient to be
58



to make ‘many of theif necessary: purchases ‘on the same day in‘oné ¢éntral
locatlon (mmrmrzmg therr total travel trme and other travel costs)_and because

cause of the. opportunlty to.sell so many of thelr wares to suc ] large numbers .
of potential customers.in. such ashort time. .- -, CRTAE Rt
2. What is a market" In.the language. of. modem lndustna ,ocrety nd es:
pecially.in. the: language of. -professional : economists;the: -concept.of.a ‘market"
has been generalized:and abstracted far .beyond the original rather concréte :
and localized meaning of the term. In the:more.modem sense of the:term; a mar-:
ket is the gerieralized name tag for the whole“process that gets under way.when-.:
evera: srzable number of people free to buy and/or sell a partlcular krnd of good

The exchange of; goods and servrces drrectly, wrthout money, rs called bar-
ter. Most: markets -involve .money: because goods: and services; can:be:ex-;
changed more. easily.with:money than: without it. Barter:requires a double cox:
incidence of :wants: :The:transaction: costs:(the:costs involved:in: makrng an
exchange) of ﬁndmg a double comcrdence of wants for barter transactrons are

4. The world-wnde ‘market. Technologlcal mnovatrons of the rndustnal‘age
both have dramatically increased the size of the areas from which buyers and
sellers may be brought’ together t0 do business and have greatly reduced | the
need for them actually to meet face-to’fa m'one,place in‘order to strike &
bargain. The markets. for many consumers’ durable goods lrke automobiles or.
TVs and major agricultiral and. rndustnal c m'modmes like cil,;: natural. g‘,, S:,
wheat, beef,. steel,-forest’ products,and computer chlps are now. llterally world-
wide in extent. Of course, for many markets there do: still; exrst central .gather-
ing places or locations: that:play an: espeC|ally important role in the local, na-
tional or even world-wide networks of buyers and sellers — for example, the
seasonal women’s fashion shows in Paris and Mllan and so on.
5. Information asymmetry In* economlcs information asymmetry occurs
when one party to a transaction"has more or better information than the other
party. (It has also been called asymmetncal mformatron and,ma e,s wrth
~asymmetrical. information). Typically it. is.the seller that. knows more about the
product than the buyer, however, it is possible for.the reverse to.be. true: for
the buyer to know more than the seller P
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Examples. of situations. where the seller usually. has better.information than:th
buyer.are- numerous but lnclude used-car, salespeople stockbrokers real-estat
ts,-and life insurance. transactrons .Because of information asymmetry. :
: ellers_wn spoof’ items (like: Software or. computer. games).and . d
fraud the ‘buyer. As

S a resut, _many pedple not. wrlhng to risk” getting, npped off v
avoid certain types of purchases ‘or will not spend‘as much for a'given itém.

6: The ‘economic' concept of rarkets. A market can:be defined as a set d
goods and services which are regardéd-as siibstitutes by consumers; a‘set
buyers; whose-preférénces ‘together with their- budget constraints detérmin
their willingness:to-pay for-those goods and' services; and a: set of:prodice
(sellers)-endowed with* production: technologles :whose: physrcal ‘propertie|
along with opportunrty cost;:determine:-the minimum<price: at-which: thos
goods.or:services -are:supplied: The:market can therefore be:considered:to b
an.allocation mechanism; that.in the. absence: of frictions,.ensures that: good
and services.end up.in the hands of those who value:them the most. .
7..Market efﬂclency The way a market functions. depends Iargely onthe b_eh ,
|our of the players —.buyers and sellers. A market is.said to perform efficientiy

ket is Ilkely to perform |nefﬁc1ently i, fOI’I
nep:y - indepe ndently‘ of‘its,comp‘e'trtors;?cu

Y 1S
tis therefore desrrabte to have efficient markets. RN
“The more fiearly perfect a market is, the: stronger s the: tendency for the S
price'to be:paid for the same thing at the same timeé'in all parts of the market.”
8.:The question:what'to produce is best:answered by.the market: A'm
ket is'a placeiwhere: you find: people,;businesses:or.organizations that will:
your: products and:services: That is, a market is:where-your customers will:

market i _teihng ‘you that you' ‘are usnng your energles -and' otherresourc
to"do’ somethnng “the"market> doesi't -want you'to-do with ‘those Tesolirc
And the“sooner-you get that message; the bettér for you!' That is:the w
your productive efforts-are being directed: by:“the'market’.

. D. TRANSLATE.INTO ENGLISH

pbu-n(a K&K . MHOTUX: APYFUX .3KOHOMV|‘-leCKMX e

Hb He yl'uecrayer I‘oaopa nonpocry DPHIHOK = 370 NioBoe Me
me_npop.aaubr " noxynarenu CoBepLIaIoT 'roproaue Chenky. .

2. Peiiku Moryr BEITS: paauu»m Méneubxumu u: 60]'lbu.W|MM MeCTHbIMM WFroBanbhy
cneuuannavrpoaanuumu # He oYeHsT

3. PLiHOK ~ XOpOLU Kak cyra, Ho fINOX = KaK XO3ANH.:

4. KT0-T0 elye B ApeBHOCTM cKasan, YTo PHIHOK ~ 3TO oGocoGneuuoe Mecreqxo xy,qa|
HManbHO NPUXOART NOAK, 4ToBH 06MaHBIBaTL Apyr Apyra.

60




5. Moboit PLIHOK COCTOWT, NO KpalHedH Mepe, 3 ABYX FPyNN NIOAEN: NokynaTenei u npo-
A3BUoB. KpoMe Toro, COCTaBHOM YacTbio GONbLMHCTBA PLIHKOB ABANETCA W rpynna fio-
AeW, kotoprie BLICTYNaIOT B Ka4eCTBe ‘NOCPEAHIKOB MEXAY NEPBLIM NPOAABLIOM 1 KOHE-
HulM NoTpEGUTEneM. |

6. U nokynatenu, - u npoaaeubl HafEeIoTCA 0KA3aTbCs B Bbll/ll’pbll.l.le B8 pesyanaTe cAenw
fipu 3T0M npopasely BCEraa xover npOAaTb Kax MOXHO nopox(e a noxyna‘rem: - KyrlMTb
XaK MOXHO felesne.

7. Bee 10, 470 yenosek ucnonbaye'r Ans y.qoauereopeuua aoux Hy)m w aomeneuum OH’
HasmeaeT «Bnarom». [1sa rMaBHbIX nOTpeGM'renbcmx 6nara —.a70 TOBapLl U yonyry.

8. ToBapsi — 370 M3nMeckue; ocA3aEMbIE N3fenis, KoTopble Yenosek ucnonbayeT Anﬂ
YROBNETBOPEHMS CBOUX KenaHni v noTpebHocTeit.

9. Pecypcbl = 3T0 B8Ce TO, UTO HEOBX0AUMO AnA npouaao,qc‘raa Toaapos u ycnyr.

10 Axtu-6naro — ato 6naro, npuHocmuee orpuua'renbnyno NONE3HOCTb, HanNpUMeEp, mMy-
COp WM NPeCTYNnEHUs.

11. BONLLUMHKHCTBO 0OMEHOB Ha PLIHKE BKNIOUAKT B ce6;1 'roaap, c OAHOIH CTOpOHbI "] nnaTy
B feHexHoW opme, C APYron.

12. lensrn — aTo cpescTBO 0bMEHa, Bce TO, YeMm Bbl pacnnaquaae'rer 3a Toaap wnu yc-
nyry. Kak® 3KOHOMMUECKOE MOHATUR, AEHbIM qpeasbmauuo prAHO no.q.qamcn Toquomy
onpeaenernio.

13. PuiHOUHan LgHa — 3TO Ta CyMMa AeHer, KOTOpYIO NokynaTenb ebifinaiusaet: npoaasLy
33 efivHULly TOBapa Wnu ycnyry..PeiHOUHAs LieHa: ycranaanueae‘rca B Toqxe oneua uepea
BIAMMOAEMCTBUE NOKyNaTenei w NpoAasyos:

14. Mol nokynaem ToBap TONLKO TOFAA, KOTAS' pbmoquaa ueHa mee unu paaua 'rou ueHe
KOTOPYIO Mb!-MOXEM U COTNACHDI 3annaTuTs - .. .

15. Koraa NIoan COBEPILAIOT. TOProBbii . O0MeH, T0 on-m ueum’ 'ro ,‘-lTO npuo6pe1’a|07
Ganblwe, YeM TO, YTO. OTA2I0T BIaMEH. Ecnu 6bi aTo 6bmo He 13K, TO.0HA-He nowsnw 6u Ha
obuer u coxpan-mnu 66l B co6craennocm Gonee LeHHyH0 ANS HUX BEUS. "
16. Baprep — 370 obMeH 'roaapamu ¥NM yCRyraMu; ocylecTBnsemsii H} nOCpeACTBeHHO/
HANPAMYIO, 6e3 ‘NCNONb30BAHUS Aeuer OaHO 13 HeNPeMEH:IbIX YCROosUN Gap'repHoro ob-
MEHa ~ 3TO «ABOVHOE COBNAAGHUE Xenarun»., B ocHose GapTepa KaK q)oprl 'mquoro
OOMEHE NEXUT OBLLENIBECTHBIA NPURLMM «Tbi—MHE, R — Tebe.
17. CMelLaiHai 3KOHOMMKA — 3TO  SKOHOMMYECKas CUCTEMA: coqeramu.laﬂ B oe6e pblHO\-l-
IKOHOMUKY G TOCY\APCTBEHHLIM PeryfiuposaHuem. -

18. Ceropnst naes coBOZHOMO phiHka; T.€: PhiHKa, Ha KOTOPOM LieHa yCTaHasnmsaeTc;l 8
nbTate Topra bes Kaxoro-nuﬁo BMELLATENbCTBA CO CTOPOHB! npaswrenbcraa —Bone-
peaxocTs.

1. PuiHoK — cucTeMa omomeﬂum no noao.qy oﬁmeHa ToBapamu u ycnyramu nocrpoeH-
Ha NPUHLMNE COM3MEPEHUA CNPOCa n MPEANOKEHUSI..

. CepauesuHa PLIHOYHOMO MeXaHuaMa ~ OTHOLIEHUS MEXKTY npo.qaauaMM “ noxynaTe-
. Ha atu oTHOUIGHUS aoa,qewcreym cambie pasnooGpa:aHble CbaKTOpr TaKne: KaK
Bue ueHbt, Hanorm pexriama, cpeacTsa Maccosoii HdsopmaLuy.

. Pacematpueas noHATHE «leHax, uenecooﬁpaano OCTAHOBUTLCH Ha TpeX ee’ beHKUMHX
3peHNA (CKONLKO CTOUT. Tosap/ycnyra) perynMpOBaHMH (xoity-TO LigHa N0 cpeacTBam,
KOMY-TO — YBb! —'HET), crmynmpoaanma (Bblcoxme ueubl npuanexavor npomaso.qmeneu,
CNOCcoGHbI UX PasopuTL): ",

‘B coBpemeHHLIX. YCIOBUAX PHIHOK npeAcraanﬂeT coﬁom Becwa cnoxmum XO3ﬁVICTBeH-
opraHuaMm. Ecrb pastble- BapuaHThl OMpejeneHus CTPYKTYPHI PbiKa: COrNacHo oa-
M3 HUX, BLIAENAIOTCA TPN KPYNHBIX 3BEHA. pblHqubrx OTHOLLIEHWI: PBIHOK TpyAa,, TO-
A PLIHOK U PLIHOK AGHEr 1 UeHHbIX 6ymar

Tkkk
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L B. FURTHERREADING AR
1. Read the text below and discuss the Vedantlc wew on ownershlg,
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 retationship which is called ownership. -

Vedanta believes that the feeling of ownershig 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 ‘Universe, there is'no need for ownershlp and one gets rid of thls
ilusion.” - . B
2. Read the text below and discuss the problem of slavegz
Slavery. The living human- body is;:in most modern societies, consudered,
something which cannot be the property of anyone but the -person whose -
body it is. ‘Slavery is.currently illegal in :every country around the.world,
however, - up uritil the.:19th century slavery- and ownership aof. people had
existed in.one form-or.another ‘in-nearly.every. society on earth ln most
countries, 'slaves were:considered-as movable property. - . ‘

Slavery can be ‘defined as the, absolute Iegal ownershlp of a. person or
persons, mcludmg the: legal rlght to. buy and.sell.them.,’ The .slaves. do. not
have the freedom to-five ilife .as-they choose, but as’ they are. mstructed by
their owners. Slavery almost: always oceurs for the purpose of securlng the
labour of the slave::;

3. Read the text and ex'glaln what Emment domam and Zonlnq are
anate property.rights are-not-absolute. They are subject. to communlty

rights. The federal and state governments in the USA, for example, have the
right of Eminent domain, which-is the power to'purchase property from own-=
ers for public use, even:if they do not want to sell, following the payment.of a
fair amount of money to the owner-of the property. The-eminent domain
power is used frequently to- acqunre property for highways; railroads; publlc
parks, and urban renewal;: though 1udgments about ‘what constltutes pubhc
use are somettmes very.controversial. - .

Zoning is. another illustration -of the way that pnvate property is subJect to
oommunlty rights. Local- governments frequently: impose restrictions_ on the
use that ‘can be made of land, such as prohibiting the. location of houses in
industrial aréas, limiting- the size and height. of bu1|d|ngs and requmng mini-
mum lot sizes for houses. Those restrictions on the use of property often had
the effect of dramatically decreasmg property. value.

4. Read the fext below and arswer the questlons

* What is privatization?

¢ What are.the main reasons and purposes: of pnvatlzatlon?

* Can one privatize the state itself?

Privatization is the process of converting or “selling off! government-owned
assets, properties, or production activities to. private ownership. Privatization
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, Choose the most suitable word/phrase:

. In‘"common use, propenrty is simply “(one, ones; one’s) own thing”. -

. Property rights are guaranteed and protected by (law, people, state).

. Property is a relationship between: people (and, or, with regard to) things.
. Private property leads to (inequality, mutual benefit, cooperatron)

; Fill in the blanks using the words given below:

. Property is not a thing, but a ... to such a thing.

. A common form of real estate.... is a cooperative or co-op.

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

. Capitalism‘is an economic ... in which most economic decisions are

made by property ...

community, title, ownership, owners, system .
4. Complete the sentences:

Anything that may be owned is calied ..
The market process .can’t work wrthout
The state of exclusive possession of property is called ..

. Capitalism is an economic system in which most property is. =
. Personal property is divided into ... property and ... or abstract property.”
. Public property is that which belongs ... a-whole communrty or a state.

Restore the correct word order in the sentences that follow:

. The building capitalism is block key of private property? -
. A dovernmentally people have protected right to-own things.

The'single or universally definition of property has no accepted concept

. Answer-the following guestlons without looking back at the text.

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

. What is property?

. What can be/can't be property?

.'Who can be a property owner/holder?

. How many types of property are ordinarily distinguishe‘d'7

. What is private property?

- What is the main function of private property in a market economy?
. In what way does public property differ from private property?

. What exactly do we offer for.sale when we are selling a thing?

What are economic justifications of private property, if any?

10.In what ‘way.can one acquire property nowadays'?

7.

Write a summary/Render the contents of Text 3. 2 usrnq your own wort

as far as possible.

. Comment on one of the followmq statements and salmgs

e o o o o oD
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“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.”



is usually undertaken either to generate revenue. for the government or
part of an overall free-market  approach to the economy. A similar transfer
the opposite direction is referred to-as nationalization.

The basic economic argument given for privatization-is that governmer
have few incentives to ensure ‘that the enterprises-they own are well-n
since state-run industries tend to be bureaucratic. Proponents of privatizati
believe that private market actors can more efficiently produce many goods
service than government due to free market competition. Many proponents
not argue that everything. should. be privatized; the existence of probie
such as market failures and-natural monopolies may limit this. However
small minority thrnks that everything can be prlvatlzed mcludlng the :st
itself. v
5 ‘Read the text below and answer the guestlons

-“What is (re)nationalization?

“What are the main reasons and purposes of (re)natlonallzatron'7
Natlonahzatron is acquisition and operation by a‘country of business én
prises formerly owned and’ operated by private:individuals or corporatic
The property holder may or may not be' compensated for the loss of prope!

* In developing nations, a business enterprise is typically nationalized: if
government feels the:company- is exploiting the-host country and expor
'too high a proportion of the profits. By natlonallzmg the ﬁrm the governm
hopes to keep profits at home:-

In developed countries, industries are oﬂen natronahzed when they n
govemment subsidies to survive. In some developed countries, however,
tionalization is carried out as a form of natronal pollcy, otten by Socrallst
‘ernments. - ‘ :

Nationalizations can also- take piace when a government seizes crl‘
property. For example, the Frerich  government: seized- Renault becau
owners had collaborated with ' Nazi Germany. SRR
6. Read-the texts below and discuss the moral nncr les of We

" civilization, based on the private property concegt : .

A. A Speech by Chief Seattle (Skokomish) in’ 1854 “The Great Ch
‘Washmgton sends word that he wishes to buy our land. The Great Chie!

sends us words of friendship and good will. This is kind of him, since we

he has little need of our frrendshlp in return. But-we will consider:your

For we know'that if-we do not seII the whrte man may come wrth gun
‘take the land.” :

How can you buy or sell the sky, the warmth of the land’? The i
strange to us. if we do not own the freshness of the air and the sparkle
water, how can you buy them?

Every part of this earth is sacred to my people. Every shrnrng plne n
every- sandy shore, every mist in the dark woods, every clearing.and
ming insect is holy .in the-memory and experience of my people.: T
which courses through the trees carries the memories of the red man. -
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The white man's dead forget the:country of their birth when they go to walk
among the stars. Our dead never forget this beautiful earth, for it is.the..
mother of the red man. We are part of the earth and it is part of us..The per-
fumed flowers are our sisters; the deer, the horse and the great eagle are.our,
brothers. The rocky crests, the juices in the meadows, the body. heat of the_
pony, and man - all belong to the same family. - :

So when the Great Chief in Washington sends word that he wrshes to buy;
the land, he asks much ofus.- . .

The red man has always retreated before the advancmg whlte man, as the
mist of the mountain runs before the morning sun. We know that the‘whlte-
man does not understand our ways. One portion of land is the same to.him as
the next ... the earth is not his brother, but his enemy, and when he has con-
quered rt he moves on. He leaves his father's graves behind, and he. does
not care. He kidnaps the earth from his children. His appetite wrll devour the

earth and leave behind only a desert ..
This we know: The earth does not belong to man; man belongs to the earth

This we know.

Whatever befalls the earth befalls the sons -of the earth Man dld not weave
the web ‘of life; he is merely a strand ln lt Whatever he does to the web he
does to himself. '

Even the white man cannot be exempt from the common destrny One thlng
we know, which the white' man may one day discover:: ‘our god-is the‘same
god. You may think that you own him.as ‘you'wish-to.own.the land-but you
cannot. This earth is precious to the great: spirit, ‘and: 10" hafm the-earth-is to
heap contempt on its creator. The Whites too’shall. pass; perhaps 'sooner than
all other tribes. Continue'to contaminate your bed and one nlght you will suf-
focate in'your own waste. -

Your destiny is a mystery to-us, for we do not understand when the buffalo
are all slaughtered, the wild horses tamed, the secret corners of the forest
heavy with the scent of many men, and the view of the ripe hills blotted by
talking wires. The end of living 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 will
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 lt for your chrldren and love it... as the Great- Spirlt loves
us all.”

B. A convenient forgettrng of one’s own atrocities: From the hrstory of
the USA. It is estimated that in 1860 there were between 30 and 90 million
buffalo on the plains.: 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
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wrth great economy - taking only srck old, or weak animals, and usrng every
part with little waste. ’

When the railroad began to cross the plains, in the mrd 1860’5 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 beits. The government funded parts of th
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 afew whrtes wrth
conscience.

‘How would white America react now if some ahen came and destroyed all
of therr cattle, sheep, chrckens and swrne? :

C.TRANSLATE INTO RUSSIAN S
1 Property is the right to the enjoyment of things of economic value, wheth
the:enjoyment is exclusive or shared, present or prospective. The righ
possession of such rights is called ownership. Ownership necessarily is su
ported by corretative rights to-exclude others from enjoyment. By | extensron
usage, the things-in which one has property-rights.are called one’s prope
thus the person who holds title-to a house even though there is a mortga
outstandrng, calls it his or her property..
2. Aristotle; in: “Politics”, advocates. prrvate property. He says “that whlch
common to the greatest-number has the least care bestowed upon.it.. Ev’
one. thinks chiefly of his own, hardly at all. of the common interest; and o
when he is himself concerned as an individual’. In addition, he .says wh
propérty is.common there natural problems that arise due to differénces in |
bour: “If they do not share equally enjoyments -and toils, those. who fab
much:and get little will necessarily complain of those who labour little and
ceive or consume much. But indeed there is always a difficulty in men’ |IVI
together. and ‘having all human relatrorrs in common, but especrally m _
having common property"
3. :Ownership -is the state or fact of exclusrve possessron or: control
‘property, which may be an-object, land/real estate, intellectual or- some o
kind-of property.-Ownership is. the key building block in the development
the' capitalist socio-economic system. The concept of ownershrp has exi
-for thousands of years and. in all cultures. Ownership:is. the. basis. for m
other: concepts that has formed the foundations of ancient and m
‘societies'such as money, trade, debt, bankruptcy, the cnmmallty of theft
private vs public property. . p
4. The process and mechanics of ownershlp are falrly complex srnce
can gain, ‘transfer and lose ownership of property in a number of ways:
selling it for money, exchanging it for other property, giving it-as a gift,

robbed of it, misplacing it, or having it stripped from one’s ownership thr
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some legal means. If one finds an object, one can legitimately take ownership
of that object as long as no one claims to have previously lost that object.
Ownership is self-propagating in that if an object is owned by someone, any
additional goods. produced by using that object will also be owned by the
same person.

D. TRANSLATE INTO ENGLISH S
A.1. PoiHOUHbIN 0BMEH He BO3MOXEH §e3 WHCTUTYTa ¢OBCTBEHHOCTH, ‘T.K. -rroﬁba cosep-
warte oGmeH, Heobxoaumo obnaaatb NpPasoM PacnopsXKaTecs npeaMeTamy ofMeHa Tak,
xax 8am 3abnaropaccyguTces u nepegasarb 3TO NPaBo APYroMy ULy MR nuuam.
2. Kax u MHOrHe Apyrue NOHATUA, UMEIOLLME OCHOBONONAraloLlee 3Ha4eHUe 8 IKOHOMUKE,
ROHATHE COBCTBEHHOCTN HE UMEET AUHOTC OBLENDUHATONG ONPefeneHus.
3. B 6b1TOBOM NOHUMAHUK, COBCTBEHHOCTL — 3TO NPOCTO «Y4bA-TO Belib», cHCTEMA OTHO-
weHwk Me)my NIOABMY 1 OKPYKAIOLLWMY UX BELL{AMK, KOTOPbIE BOCIPUHUMAIOTCA KaK npu-
Haanexalume unM,  HaobopoT, He npuHaAne)KaLuue UCKNIMUTENEHO UM, U C KOTOprMM
HOAM MOFYT OCTYNATE NO CBOEMY YCMOTPEHHIO. -
4. B Hay4HOM e NOHUMAaHUY, COGCTBEHHOCTL ~ 3TO HEe OTHOLLIEHUA MEXAY: mom;wm W OK-
PYXIOLLMMU. X BELLIAMU, 3 OTHOLIIEHNS MEXILY NIOALMU.NO OTHOLLEHUIO K Beluam. [lpu Ta-
¥OM NOAXOAE, COGCTBEHHOCTL — HE Cama Bellb, a (3aKOHHOE) NPaBso Ha 3Ty Bel(b. )
5. Cambim pacnpocrpanennbm cnoco6om npuoﬁperenun coﬁcmeHHocm 8 Hac-romuee
BpeMs, NOMUMO HACTIeOBaHUS, SIBNRETCH NOKYriKa ee 3a AeHsr.
6. CO6CTBEHHOCTL MOXHO KnaccuLMpoBaTh CaMbiM pasHoobpasHbim oGpaaoM. B sasu-
CHMOCTU OT TOFO; KOMY -NPUHARNEXUT COGCTBEHHOCTD, Pa3nuyaloT YaCTHYI0, KoonepaTus-
Hyi0 u oblyecTsetHyI0.opMy cobcTBeHHOCTU: B 3aBUCUMOCTM OT Hasnayenus coberaen-
HOCTb PA3AENSIOT Ha-CPEACTBA NPOU3BOACTBA U CPeACTBa: NoTpebneHus::Kpome Toro, ro-
BOPAT O ABWXUMOW U HeABl/I)KMMOVI cobeTeeHHoCTU UMY LLIECTBE.
7. YacTHas COBCTBEHHOCTL — 3TO TO, 4TO anHaAne)Kwr or.qeanOMy nuu ‘YactHas cobeT-
BEHHOCTb COCTABNSIET OCHOBY PLIHOYHOMN 3KOHOMMUKU. MHcmryT YactHom cchreeHHocm -
3TO KPaEYroNbHbLIA KAMEHD PLIHOYHON SKOHOMUKHY:
B. 1. OnpasaaHue CyLeCTBOBAHUA MHCTUTYTA qacrnou co6craeHHocm Kax «6nara» ans
CylecTBOBaHUS U passuTus obiiectea BCerAa CTaBUNOCH 104 COMHEHIE MHOTUMM MbIC-
NMTEARMU NPOLLSIOTO.
2. CyutaeTcn, 4TO paspeneHue obLMeCcTBa Ha Kacchl, NOSBNEHUe KNaccoBbiX W HaLMO-
HANLHBIX aHTArOHW3MOB® CBA3AHO C BO3HUKHOBEHWUEM YaCTHON COBCTBEHHOCTU. Ecnu aTo
Tax, TO paspellieHue KaKk NPOTUBOPEYWi, Pa3aUPAIOWMX Yerioseyeckoe oBWecTso, TaK u
| ponuTaBLLed - ‘ero. arpeccun MHOMM He npep.CTaanﬂeTcsl BO3MOXHBIM 6€3.yHUHTOXEHUS
" MMCTUTYTa YacTHON COBCTBEHHOCTH.
3. HauBonee: pagukansHble KPUTUKM MHCTUTYTA ‘yacTHow co6c1'8eHHocm yxaauaaror Y10
WMEHHO 4YaCTHas COGCTBEHHOCTb He MO3BOMAET CBECTU K MUHUMYMY 3KOHOMMUUECKOE He-
; PABEHCTBO U coumanbnylo Hecnpasep.nneocrb U BO6UTLCA MaKCUMANbLHOMO ‘6aaronony-
YUA ANA MaKCUMansHo Gonbluero wucria NioAeil. Kpome Toro, He cneflyeT 3abbiBatb, UTO 8
COBpEMEHHLIX YCoBUAX BeCKOHTPOMbHOE WCNOSb30BaHUE  MOryuUx CPeACTB- TpyAa
{aTomHbie aNeXTPOCTAHLMK, TaHKEPHbIA NOT U T.4.) OAHUM UHAVBMAYMOM UMW KOMMeK-
THBA CTaBuUT NOA YrPo3y CyLUeCTBOBaHKWE YenoBeka 1 BCEro XWBOro Ha 3emne.
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Text 3.3 : KR :
Com@tltlon Market Control and Market St
“Competition is a creative destruction.”-J. A. Sch
" “Competition kills competition™. — P. -J. P
1 lntroductlon Competmon is one of the fundamental features of aj
organisms. Nowadays, the term is widely used in numerous fields, i
biology, business, polmcs sports and, of.course, economics.- Other
with similar meaning in English are rivalry, and contest. .
(2) Definition.. Competition is the act of striving against others for the
of achieving dominance or acquiring more - of something -that -is
Typlcally, competition is a hlghly dynamic process in-which only the
survive and thrive. ]
(3) Competltlon as an économic concept. In economlcs oompetltlon is
the most important concepts. As a product of scaruty it'is normally defing
the contest for command over scarce resources: if it is impossible to, have .
thing you want, you must compete with others for what is available. . .
(4) Market competition. Market competition is referred-to as rivalry b
two or more parties striving for the same customers, — that-is their my
and the ‘ability to influence the pnce and/or quantlty of the good sol
given market. v
(5) Factors that influence market competltlon The lntens:ty, _cha :
and particular forms of market competition between buyers and:seller
largely dependent on a number of factors, the most important of which ar{
« . the number of competitors operating in the market;
the quality and type of goods supplied/sold; R
total market demand for a good or service; : e
_available information on prices and technology; '
natural or artificial barriers preventing potential competitors from entefl
the market.
(6) Competitive markets. When two or. more busmesses sell the samel
or service, they are said to be competing for the same market. :
* The whole point of competing is to be better than one’s rivals. In a corﬂ
tive market, sellers compete with other sellers trying to find ways:to get: v
choose them ‘and make you part with your money; buyers compete with {
buyers trying to choose where to spend their money in the best possible ¥
(7) Market control The ablllty to influence the price and/or quantity o
good soldis called market controf or market power. The extent or amou
~market control by a firm depends largely on the number of competltors il
" 'market: more competitors mean less market control for each firm; fewer
petitors mean greater market control for each firm.
A firm that possesses so littte market control that it has no-ability to
the price of the good is called a price taker, while a firm that possesses

cient market control that it has the ability to affect the price of the go
_called a price maker.
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fprice taker, you must accept, or “take”, the going market price, the ex-

arket conditions. There's no way you can change them. As a price
fryou do accept the going market price ‘but you can "make” your own‘
i will.
ke structures The market structure, or the manner in Wthh markets
ganized, primarily depends on the number of firms operatmg in the
jt and the extent of market control possessed by each firm.

e selling/seller's side of the market, one can dlstlngmsh four market
yre models with different amounts of market control due-to -different
ers of competitors. These market structure models are: perfect, or pure;
’ 'tmon monopolistic competition, oligopoly, and monopoly.

Po-market of perfect:compelition is characterized by .infinite numbers of -

' buyers and sellers'who:trade in-a perfectly identical. product ‘or, other-
: perfect substitutes with :no. brand .names or distinguishing-features that
rentiate the product; no market-control-by. any-of.competitors; complete.
of entry into and .exit out-of. the market;: -complete information about,
fices charged by other sellers, and access to the same productlon technol-
, which means that no firm.can produce.its.good faster, better,.or cheaper
han its competitors because of special knowledge of. mformatlon Perfect
petition is an idealized market structure that is NOT observed ln the real
prid. ;
,ﬁn markets of monopollstlc competition, .a large n er.of relatlvely small
“mellers with a modest degree of market. control, provide .buyers. with nearly.

;lenttcal/almost the same kind of. product (often te 'ed /mperfect or close
substitutes). .

in an ollgopoly, a small number of relatlvely larg nterdependent fi rms with
substantial market .control provide buyers wrth a number of nearly. ldentlcal
goods and services.

Finally, in-a-(pure) monopoly, there is only one selier offfor a unlque product
with no close substitutes. Monopoly is characterized by complete control of
the supply side of the market.and no competltlon since certain barriers (eco-
nomical, technological, legal) completely prevent other/would be competltors
from entering the market. . A
¢ On the buymglbuyer’s-srde of the market there are also four basic mar-
ket structure models similar to those on the selllng -side. Apart from perfect
competition;..they. are. monopsony, oI/gopsony, and monopsonlstlc compet/-
tion. .

Monopson/stlc competltlon is a market structure characterlzed by a large
number of relatively-small buyers, each with.a modest degree of market con-
trol, seeking to purchase-almost the same “kind of product. . Ollgopsony isa
market- dominated by a small number of relatlvely large, buyers, each’ with
substantial market control. Monopsony is.a market structure characterized by
a single buyer of a product and, thus, complete control of the demand side of

the market.

71



) . Quick Reference to Basic Market Structures o
Market Structure " |'Seller Entry | --Seller | Buyer Entry’| -Buyer. |
. Barriers | Number Barriers . | Number
Perfect Competrtlon No Many No Many -
Monopolistic R R : .
o mp‘etition _ - .No | Many V‘No ) Many
Oligopoly - Yes: | Few . No Many
" Oligopsony ] No | -Many = “Yes Few: :
~Monopoly Yes = |'-One |- -No Many
Monopsony oY No’ Many |: - Yes - |- One:

. From Wikipedia, the free encyclopedi
(9) Market regularrtres in competrtlon Market competition is charactenstr
of certain regularities or “laws™. Some of them are:as follows:*
«-The more sellers, the more:competition to offer a good for sale.
- The 'more buyers, the more competition to-acquire a good offered for sale.
o Less competltlon among sellers than among buyers lets the sellers charg
“higher prices." ‘
o Conversely ‘leéss competltlon among buyers than among sellers lets the
- ““buyers | pay lower pnces E
" More competition means less market control conversely, more market
control means less competition. - -
(1 0) ls competrtron a'good thmg ‘or a'’bad thmg‘? Competrtron can lead to
beneﬁcral and detnmental results: Accordrng to microeconomic theory, no syst
of resource “allocation is more " efficient than ' pure  competition: -Seen "by:
mainstream-economists as a pillar-of market economy, competition among sel
is supposed to lead to lower-prices; better quality; and more new products and
vices, while less competition among sellers'is likely to lead, conversely, to hlg
' pnces poorer quality, and fewer new products and services. ' _
However, there are cases when’ competltlon proves to be intense, extrel
and bitter, leading to trade-, advertlsmg- or even human wars between two
more parties, nations. mcludmg ‘Companies engaged in bitter competr
* - rivalries for dominance are Ilkely ‘to""stick at' nothiing “in “order to gain
- - -advantage in the competition and, beat their competltor(s) At times, they
willing to'do whatever it takes” to’ take business; -away ‘from:their.competito
and drive ultimately them out of thé market ‘and; thus, become & monopoll
So, ironically, the more competition develops, the more it tends to’ redy
the. number. of competltors it seems to be only too true that competmon
competition” in'the long runt 7 ’
(11) Govermng unfair competltlon “In modern societies’ competltlon is
ganized within the framework of almost unlversally ‘accepted rules.”
rules are generally intended to ensure that' busrnesses do not employ ul
tactics (like pnce-ﬁxmg, market shanng “or ||legal collusion-type men
prevent individual firms from having excessive market power and avoid
lence in between firms in their nvalry agalnst each other
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(12) Cooperation vs competition. Cooperation means working with others
to achieve a common end, instead of working separately in competition: Many
people support cooperation as the ideal form of management of human socio-
economic affairs, as opposed to selfish, highly profit-oriented and, thus
predatory practice involved in market competition. - :

Although cooperation is the antithesis of competition,- sometrmes it is precrsely
the need or desire to compete with others that motivates firms to merge and co-
operate with each other in order to form a stronger competitive force. However,
any form of cooperation among firms that is designed. to restrain trade, lessen
competition, or monopolize a given market is universally considered |llegal

A TEST YOUR UNDERSTANDING o
1. Decrde whether the foIIowmg statements are true or false:
A1. Competitionis~. .. ... . ‘ o
a) adestructive creation.” = . ' ' S

b) a product of scarcity.

2. Market competition is — :

a) a function-of a number of factors

b) characteristic of certain regulantles

¢) arivalry to-achieve dominance in a glven market .

d) an economic interaction between sellers or buyers in. a srngle market

e)a situation where firms are forced |nto acontest for the command of :

scarce: I'GSOUI' ces.

3. Market competition is — ‘
a) a rivalry between two or more pames for the same customers

b) a rivalry between sellers for buyers, and between buyers for sellers

B.1. There are four kinds of basic market structures. )

2. The numbers of buyers and sellers in drfferent markets may be drfferent

3. In markets’ of perfect competmon there is only one seller L

4, Examples of perfect competrtron are all around us.

<3, Under monopoly each: seller's. product differs from every one else’s.

6 A monopolrstrcally competltlve firm is like a small monopoly R

T. Any form of cooperation among firms is desrgned to restram trade. -

2 Choose the.most suitable word: .

1. More competition means (more; less, no) market control

2. (Perfect competltlon Monopoly, Monopsony) is an rdeallzed market
structure. - -

3. A price (taker, maker) has no abllrty to (effect, affect) the pnce of the good

4. Oligopsony is a market dommated by a (small large) number of relatively

(small, large) buyers.: -
§. Competition means striving (agarnst, for, wrth) others (agamst for, with)

the (same, some) market.
Fill in the blanks using the words. rven below

% Firms that sell similar items are called ..
% Firms can - .« with’each other by offerlng more favourable prlces

55 When tyvovor mare firms sell the samie good, they are said to be ..
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4. Rivalry between people for an object desired in common, usually resultrng
in a victor and a loser is called ..

5.... means the inclination to compete

compete, competrtlve competltrveness competition, competltors
4. Complete the following sentences:

1. People can compete with ... by offerrng more favourable exchanges -
2.t seems to be ... that “competrtlon in the long run. "
3. When_ two or more businesses sell the same goods or servrce they ar
.. for the same market.
4 .. 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’ partrcular industry;
number of ... , ... technology, ... barriers, and available information-on-.
5. Restore the correct word order in the sentences that follow:
1. The market competition factors are that what influence? - =+ "
2. The economics in one competition is of most important concepts. - -~ =
3. Detrimental lead competition can to both results and beneficial; - - ..
6. Answer the following questions without looking back at the text:
1. How would you define “competition”-and “a competitive market™? . - .-
2. What is the synonym/ the opposite of “competition™? .
3. Who.or.what is a.price taker/a price-maker? . R
4.:\What are the most impontant factors that shape market competrtuon"
5. What are the four basic market structures on the buyers’lsellers sude
the market, and their characteristics? :
8. Is competition a good thing or a bad thing? Prove your pornt of vrew .
7. What are the most important consequences of market competition on th
buyer's/seller's side? . '
8: Is market competition characteristic of any regulantres? What are they’?
9. Wnat forms of cooperation are universally considered illegal?
10. What measures are normally taken in modem socretres to ensur
that businesses do notemploy unfair tactics? '
7. Write a summary/Render the contents of Text 3.3 usin. our own wo
as far as possible. : :
8 Comment on the following statements:
» ‘Competition is a creative destruction.”—J. A. Schumpeter.:
"Compet/t/on kills competition.”~P -J. Proudhon.-
“Competition is an event in which there are more losers than winners;:
otherwise it's not a competition. A saciety based on competltlon IS %
thefefore pnmanly a soc:ety of losers -—John R -Saul.: L

‘ B. FURTHER READING
1.-Read the text below and answer the questions: -
e What is a monopoly?

» How can businesses grow to become a monopoly? :
“Not all monopolies are created equal”. The law prohibits most monOp

but there are some legal monopohes Legal monopolies include publlc uti
like water and electricity. .
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Many firms grow to become a:moenopoly through mergers.. in.horizontal
mergers, similar firms unite.. If to.comptutér manufacturing companies united,
that would. be a_horizontal merger. In. vertical mergers, related.businesses
unite. If.a computer manufacturing company and a software.company united,
that would be a vertical merger. Finally, in conglomerate mergers, dlfferent
kinds of busmesses unite. If a computer manufacturing company and a food
processing company united, that would be a. conglomerate merger.

2. Read the text and answer the question: .

o What is hyper-competitiveness? . . R
“‘Winning isn’t everything; it's the only thrng The tendency toward extreme
unhealthy competition has been: termed hyper competitiveness. This concept
originated "in some theories :on’ neurosls speclf cally the highly aggressive
personalrty type that is characterized as “moving against people”. 1t is assumed
that some people have a'need to compete and win atany cost-as a means’ of
maintaining their self-worth. These-individuals are likely'to turn‘any activity into'a
competition, and they will feel threatened if they find themselves losing:
Researchers have found that men and  women who score high on the trait of
hyper-competitiveness . are more narcissistic and..less psychologically healthy
than those who. score low.on the trart Hypercompetmve mdrvrduals generally

3 Read the text below and answer the guestlo

-What do compet/tlon and play/ng football have in Co mon >

play the best game and please the. audlence_‘ at the's e'time Competrtlon
encourages change and_ thereby helps to keep busln S ex tlng Because
the market is ‘constantly changing, (just’ like the" ga , entrepreneurs ‘are
constantly taking risks (like'the players). However; just’like a referee enters
the game to enforce rules and reguiations, ‘the federal ‘government has"its
own regulatory agencies$ to keep'business ‘practices in check.: Unfortunately,
government regulations, ‘or-anything that keeps entrepreneurs from enterlng
the market, will make it less competitive.”

4. Read the-text below and answer the: guestro

o ‘What are the three forms of economic competition?

Economists recognize/differentiate three forms of economic competrtron in
terms of ‘its scope. The: most narrow form™is direct competition (also- called
category ‘competition or brand competition), where: products- that- perform’ the
same function compete against each other. For example, a brand of pick-up
trucks competes with several different brands of pick-up trucks. The next form is
substitute competition, where. products that are close substitutes for -one another
compete. For example, butter competes with margarine, mayonnaise,. and other
various sauces‘and spreads. The: broadest form.of competition is-typically- called
budget competition. Included:in this category.is anything that the consumer. might
want to spend their available money-on..For example; a family that has $20,000
available may choose to spend it on many different items, which can all be seen
as competlng with each other for the famlly s available money ‘
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5. Read the text below and answer the guestion: -
»- What do you think is the message/moral of the story? - i
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 6n ‘which’ porrrdge
was served in‘'the centre, whrle people were sitting on each side of this table
with a long wooden spoon to serve food. The spoon provrded was 100 long
You could neither serve yourself nor éat with such a long’ spoon: Thus people
in the hell were simply angry and hungry as they could’ see the food but coul
riot consume ' it; Their greedrness kept them’ hungry

) sltuatron in: the heaven was dlfferent People were happlly servmg food

the food served by another person across the table. In return the other person
served this. person his day s food ‘The, emotron of servmg others was the. ke

to happlness in heaven

C TRANSLATE lNTO RUSSIAN lg B

1 Competltlon among the many, in its, perfect form, means many small buy‘

ers and sellers, none of whom'is too large to ‘affect the market as'a whole. Witk

many small buyers or sellers; ‘each ' will srmply respond to market condrtlons Ne

buyer or seller will have’ “market power" ‘or monopoly ‘power’ big enough 1(

_hav "any notrceable influénce on market’ prices, or on the quantities of thrng

beir ‘produced and exchanged In this case, the only way for’ a seller to gam

titive. advantage is to produce the. best posslble product. :

-2 Monopollstlc competition. A: markét is said by economists; to operate und_

conditions of monopollstlc competrtron ifit satisfies four conditions, three of whi

are the same. as under. perfect competltlon (1) numerous. partrcnpants that i

many buyers and sellers all of whom.are small; {21 freedom of exit and entry, (

petfect: rnformatlon -and.(4). heterogenerty of; products = as far as the buyer i

concerned, each seller's product is at least'somewhat different from -every other

Notice that monopollstlc competltlon -differs from’. perfect competltlon in-onk
one respect (item 4 in the definition-above). While' under’ perfect competition
products must  be identical; under monopollstrc competition; products differ fro
seller to seller —in quality, in packaging, orin supplementary services offered.

3. Consequences of. competltlon Compet/t/on among sellers ina competrtl

market: .. -

- prevents sellers from forcmg the. pnce up toits hrghest level buyers dont
‘have to buy:a good above the goeing pnce W|th a lot of sellers wrllrng and
‘able to sell’at the market price; -

- forces sellers to'stipply the'most wanted products at the lowest cost o

- causes businesses to try riew ways. to'attract customers by lowering prlces.
- advertising,” improving: quality and developing new products and servrces |
‘that consumers are willing and able to buy; -

- gives consumers greater selection and better products whrch in turn =,
causes lower prices for the products compared to what the price would be
if there were no competition (monopoly) or little competition (oligopoly).
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Compeétition among buyers: = . I Cen

- prevents buyers from forcing the pnce down toits Iowest Ievel sellers ,
don'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 goods and services to those people who
are wullmg and able to pay the most for them

D TRANSLATE INTO ENGLISH S .

A 1. KOHKYpeHLMA ~— 3TO OAHA U3 OCHOBHbIX HepPT BCEX XMUBLIX OPTraHU3MOB, mpemnenue K
AOCTUXEHNIO rocno,qcraa UMY 33BN3AEHNIO TEM, YTO MEETCs! B OrpaHUYeHHOM KoN4ecTse.

2. PHIHOUHAA KOHKYDEHUMS — 3T0 conepHUYecTaq, XAy 4ByMsi v Bonee cTopoHamu 3a
OAWH 1 TOT e PLIHOK, ORHUX 1 Tex xe norpe6mene‘ 3a’CriocoBHOCTL BNUATH Ha ueHy "]
obvem npojax: B ocHoBe PuiHOYHON KOHKYPEHLAM NEKIUT CBOSKOPLICTHE M-NPNObIND. -

3. KoHkypeHTHas Gopeba ~ 370 npAMOe CNeACTBUE OfPaHUYEHHOCTH-PECYPCOB B: MMpe,
KOTOPOM Mbi x1BeM: B:aTon: 6opbbe BohkiBaeT ' npouseraet Haubonee ussopomuabm
Xapax'rep{onxypeu'mou 50pb6bl 3aBUCUT OT pﬂ.qa thaktopoe. ..

4. CnocobHOCTb ,0Ka3bBaTE BNUAHME HA PbIHOYHYIO ueHy ] O6beM npo.qax( Haablaaerca
PbIHOUHLIM KOHTpOJ'IeM wnu pbmoquou BNACTHIO.

5. Komnaiuiu; BoBneyeHHble 8. Kouxypenmyno 60p6Yy, CknoHHb! He OCTaHaBAMBATECH HI Ne-
Pea YeM U MAYT Ha BCe, NULLb Bbl BLIATY, OKa3aTbes:B. Gonee BHMMPLILLHOM NOMOXEHNH: 1 No-
6eAUTb KOHKYDEHTA, <BBDKATLY.Er0 U3 pbitka 1 CTaTh,; TakuM-06pa3omM, MOHONOTNUCTOM.

6. OgHa . u3 3axouomepuocreu PbIHOYHON xonxypeuumu COCTOMT, B. TOM, HTO YeM. ‘Bonblue npo-
A8BLOB GAHOFO 1. TOrO e TOBAPa Ha AAHHOM PLIHKE, TEM Bhile Konxypeuuua MENAY HUMM.

7. Ha 'peike npoAaBub! - Kouxypupyro'r‘ e’»gqy 060it cTapasiCb cAena 06|
npuobGpent: ToBap UMEHHO y HUX: - ; : 3 :
8. CywecrsyeT Heckonsko: moaened oprauusauuounux crpyvcryp pblHKa xaK oo CTOpOHbI npo-
AasUOB;: TaK W: CO CTOPOHDI Nokynartereil, o6ycnasnmBalowmx pasinuHbIe: BUab! KOHKYDEHLK.
To, xaK, OpraHuIoBaH, U qayma.mormpyer PLIHOK; B.MEPBYI0 O4EPEAb-3aBUCHT OT. KONMYeCTsa
vpM, AEACTBYIOLLINX Ha PhiIHiE U A0 PLIHOUHOM, Bnactv, xo*ropou KDKAAS M3 Hux ofriagaeT.

9. TeopeTUdECKY, B YCNOBMAX YUCTON KOHKYPEHLIWK, “KOHKYDEHLIUA MEXIY ﬂpOMaBOAMTenﬂMM
AorokHa BECTU K Haubonee adexTUBHOMY paclipefencHnio PecypcoB, CHUNMEHWIO. LEHDI,
YAYYLLEHUIO ‘Ka4ecTBa ‘'n pasHoobpasuio. Tosapos U ycyr. OfHaKO Ha NpaKTuke, ‘HaobopoT,
VMEHHO . KOHKYPeHTHas  Gopuba 1 [CTPEMAEHNE :K CHVMEHMIO CE0ECTOMMOCTH 4acTo BEAET K
YXYALEHUIO KA4ECTBA BhiMycKaeMo NPORYKLMAK, . Heacmaexmanomy uononbsoeaumo pecypcoa
1 NPECTYNHOMY OTHOLLIEHMIO K OKpyXaloLLen cpefe.

10. MoBan daopma corpy,quuqecrsa Mexay: tbupmaMM umevol.uan caoeu uenbto “MOHO-
nonuaatinio puiHKa, cuuTaeTcA npomaonpaanou E

11. CoTpyaHWYecTBo’ = WgeansHas opma: asaumo,qeucTauﬂ Kax: Mequy OTAerIbeIMM }
MOABMU, TaK:¥ IMPMaMK,-W-CTPEHAMA B.LENOM. . -

12: Liene aHTUMOHONIONLHOTO, 3aKOHOASTENLCTBA — He AOﬂyCTMTb xouuempau.uu prHO‘iHOM
- BNAcTV B pyKax. oTeNbHLIX upM o 'HEUYECTHBIX npuemoa KOHKYPEHTHON ‘Bopbbbl.

13 Mouononuﬂ BO3HNKAET TOrAd, KOIAA NOABNAIOTCR Gapbephl, NONHOCTHIO ucxmowavo-
e nosenexne noreuuuanbnbnx KOHKYpEHTOB' Ha faHHOM PBIHKE. !

B. KoHrypeHums '~ oueHb BaxHbIA -ABUraTeNb Hay4HOro. N TeXHUYECKOro" nporpecca co-
nepHUYecTsa: Mexay NPOWIBOAUTENAMU. U NPeANpUHMMaTenaMu. B aToM nnaxe enonHe
ONpaBaH TE3NC O TOM, HTO PLIHOK ¥ KOHKYDPEHLNS B UIBECTHOM CMLICITE — CUHOHUMBI, TaK
Kak oaHo 6e3. ApYroro ke. CylecTayeT. Konxypenuuﬂ NPUHYKAAEeT NPOU3BOAUTENEIA K Ae-
NIOBO# AKTMBHOCTH, NOMCKY ‘HOBbIX aoamoxuocreu axouomuqecxoro pocra Ho KOHKYPEH-
unA oﬁnagaer " paapywmenbuou cunou e
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UNIT4  THE FACTORS OF THE PRODUCTION OF WEALTH:
Text»4..A S S

_ The Three Classical Factors of Producti
_— "All else passes away, the land only remains.” — An ancient sayj
) |ntro‘m°t'°" Things we have.to work with in order to achieve: our gog
are refe ed to as resources. When resources are used in the production
goods and Services they are called lnputs lnto product/on or factors of

duction.
Ther

land, Ia pour and cap:tal - _
The 1O urth factor of prodtiction often lncluded in such classrﬁcatlons is entre
neurshif’: Technology is sometimes identified as a factor of prodtiction too,
it can b argued that techinology forms part of capital'and labour. | .
. ‘Simnény' all resources-canbe: grouped. |nto those that are: natural»
‘manuf2 Stured (capital), .and human:(labour). - .
(2) La ',d In ‘economics, land is defined as- everythmg in the unlverse th
» created by human beings. It inciuides more than the mere extension, - that is {
solid s srface of the earth.. Air, sunlight, forests, soil, the “contents of the. earth
water gnd minerals - gre all classified as land, as are all manner of natural fo
oro paﬁunmes —the “gifts of nature”~ that are not created by people. ..
or.op oSt of the land in the world is'scarce. It has économic value and is own
‘_ somebody lnlelduals businesses, ¢ r organlzatlons or govemments
pald for the use of land (that is, the )
‘| d 5 .called rent. .. ‘ RS ]
ar‘\t ) 5uld be noted that natural resources fall into-two- large groups ren
able of’ otherwise, Jiving resources that -‘canr‘reproduce"themselves sudl
fish of trees; and- exhaustible

th gglves - €.9. metal ores,. oil,
: mﬂﬂly considered. We can affect that rate
(r:eu ,r,g (recyclmg or reclaiming)-a pamcular product or matenal; e

§0)

selve?s and this human exettio'n in prddUction is ca
- je do to convert natural opportunities into, human
_ aeop jves the exertion of: brawn; or. brains, of both —
Minv N MOSt simply put, labour is:the productive resource: consisti
m’;s 03/ or mental work that people do in producing goods and Services:
‘ eA/mges are the payments people receive ‘when they sell their time:an
forts (labour) for a price. The wage rate.is “the price of. a unit of lab
 Ther® ¢ are many different kinds of.labour. Some labour is unpleasant, s
of Some kinds are highly valued and sell for high prices; others are
'S n od 0 highly and sell for a much lower price (wage rate).
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(4) Capital. When the stuff ‘of natureis worked up by labour into tangible
goods, which satisfy human desires and have exchange value, we call' those.
goods wealth. When some of the wealth is used to produce more. wealth ’
economists refer to'it as capital.

Capital's primary role in the economy is to improve the productrvrty of Iabour 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 in--
crease their output. Without capital all production would be done byhand. . -

Capital can be thought of as falling into two broad forms. ‘Capital . goods -~
i.e. real or physical capital — are tangible items such as buildings, machinery;
and equipment produced and used-in:the production-of other goods:and:ser-:
vices. Money or financial capital is a fluid, intangible form of capital used:for:
investment. Money capital is raised by selling stocks and bonds in: order to f -
nance the acquisition of real capital or capital'goods: :

Since capital goods are not themselves ‘consumable items, they are-con-=
trasted with consumer goods, which .are bought for personal‘or household:fi:
nal use. In this sense, capital goods can be considered a form of deferred‘
consumption, or future goods, or .goods of “hi -
capital goods and fewer consumptron goods‘

rndrvrduals and pnvate business' organrzatrons Socr_‘
by the state-and is.the infrastructure. of the ecoriomy,
schools, and hospitals. = - - .

The income earned. by caprtal is- 1nterest the counterpart to the wages and
rent earned by the other factors of. productron.

s‘roads brrdges

'Important note: ‘it should be noted that caprtal" is an extremely vague term whose
meaning largely depends on_the. context in which it is- used. Thus, in. classical economic
theory, capital does not refer to the business sense of fi nancial’ capital,.i.e. money. Rather,
it is short-hand for real capital, physical capital, and capital goods — the terms that are
used almost synonymously in traditional economic analysis. They all refer to- the stock of
already/prevrously—produced durable goods that are used as a means of produclron lo
manufacture or produce other goods — now and in the fuiture.

In finance and accounting, capital: generally refers to financial wealth;, especrally that -
used.fo start or maintain a business: Land is often referred to-a$ “capital” too,. in the sense
that one can buy land and use it as a “capital investment”, while.a combination of land and
capital as we have defined them here is often referred to.as ‘real estate”. -

In business, a distinction is normally made. between fixed capital and work/ng capital.
Fixed capital is durable, examples being factories, offices, equipment, machinery, new
technology and so on. Working capital (or inventories) is crrculatrng capital that is used up
quickly in the production process such as raw malenals ‘stocks of finished ‘anid semi-
finished goods that will be economically consumed in the near future or will be made /nto a
finished consumer good in the near fulure
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A. TEST YOUR UNDERSTANDING

1. Dec:de whether the followmg statements are true or false:
General

1. The production of goods requires the input of some resources. .
2. Classical economics distinguishes between three factors of productlon.
3. The factors of production can be classified in many ways. ;
4. 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. All improvements to Iand are capltal because thev are the work of man.
Labour. o

1. All human effort is: "Iabour .
2. Labour includes all forms. of work
3. The payment for labouris a wage
4. Alrkinds of labour sell for low prlces B
Capital : Lo _ : -

Capxtal is all forms of money o B
. Capital'is the “produced” factor of. productlon o
. Capital is used as inputs for further production. )
- Working capital includes finished goods waiting for sale. -
- Capital is used to assist labour in the production process. '
..Capital goods are productlve resources used to produce’ other goods =
-Real capital is wealth in the form of bunldlngs equ1pment “and lnventones

. Choose the most suitable word:
. All-forms of human activity require time and (work; labour, effor?t). -
. Economic resources are (inputs, outputs) to produce goods and services.
. Capital amproves the productivity of (land, labour, people).
. Money capital is raised by (buying, selling) stocks.and bonds.
. Workers use tools to become more (productive, producing, effectlve)
-The wage rate is ‘the price of a (piece, rate, unit) of Iabour e
. Fill in the blanks using the words given below: |
. 1. There are essentially .. . factors of productlon ‘ ;
. Land includes all natural resources, as well as ... itself. - A S
. Resources are of four types: land, labour, capltal and .. i

. Capital is-all forms of means of production: factories, machmes and ..

. Goods that are used to produce other goods are called .. .

. The inputs used in the production process are called..... by economists. -
. Wealth used to produce more wealth is called .. . |

8. Financial capital is theterm  given to the stocks and . issued in order
to finance the ... of capltal goods. -

ﬂmmpwm>wmmpwm+nwbmhwwa

acquisition, bonds, capital(2), equipment, factors, four, land, entrepreneurshlp

B. The category of “...(1)" includes all natural resources. These natural re
sources include the ...(2) itself, as well as any minerals, oil deposits, tlmber
or water that exist on or below the ground. The labour ...(3) consists of the
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physical and intellectual ...(4) provided by human beings. The resource called
*...(5)" consists of the machmery and equipment used to produce .(6). Note
that the use of the term “...(7)" differs from the everyday use of this ...(8). En-
trepreneurial .. -(9) refers to the ability to organize production and bear .. (1Q).

risks, term, output, talent, input, services, caprta/(2), land(2).
4. Complete the sentences:

1. Resources are items used to ...

2. Land is referred to as ... .

3. Labour refers to ...

4. Labour is the effort ... .

5. A factory with machines is ..

6. Capital consists of produced goods, such as .

7. Capital godds arée human-made goods whlch

5. Restore the correct word order in the sentences that follow
1. A unit of the wage is “the rate price of labour” _
2. Is the paid rent for the price called use’ ofland? R
3. Capital earned by the interestis'income. - e

6. Answer the following guestlons without Iookmg back at the text:

1. How many:factors of production are normally'defined by economists? -
2. What is wealth? What do we call wealth used to produce more wealth’7
3. How do capital and labour differfromland? ==

4. What is profitirent/a wage the payment for? -

5. Why do wages differ for different types of labour’7

6. What is the true nature and role of profit? - -

7. Could the free market system wark without profit? °

8 Capital takes many forms, doesn't it? Name and define some of them.

7. Write a summagg/Render the contents of Text 4.1 us ng your own words

as far as possible.

8. Identify: .
. examples of natural resources, human resources, and capltal goods,. used

" in'the production of a given product.
o the capital that is needed to.build a cottage.
9. Comment on the following statements: ,
* “Ajob doesn't have to be unpleasant or painful to bea job.”
. “Ifthe work one has is unpleasurable, then it is not work. It is- /abour

B. FURTHER READING

Read the text below and answer.the guestlons '

o What is human capital?

o What is the difference between human capital and phySIcal cap/ta/?

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 re-’

sources which can be improved through investments, education, and training.
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In the narower sense of the word, human capital is the economic wealth or;

potential coytained in a person; some of it is endowed at birth, the rest is the!
product of training and education, if only in the university of life. It is the set
skilts Which a1 employee acquires on the job, through training and experience,
and Whith jncrease that employee’s value in the marketplace. Therefore, invest.
ment in skijs and education can be viewed as building up human capital. |
S @ Produced” resource, it is conceptually comparable to standard physi
cal capita) ang thus can be viewed as a kind of “equipment”. The primary dif-
ference i that human capital involves .the transformation of a human]
Whereas ppysical capital involves the transformation of nonhuman materials.
2. Read the text below and answer the following questions:
* What s social capital? :
* M_/hat are its positive and negative effects on the economy?
Social capital refers to the connections between individuals and entities that
can be Economically valuable. It is an invisible glue of relationships and - -
institutiong that holds an economy together. - ' wol
Social networks that include people who trust and assist each other can
@ POWerf asset. These relationships between individuals and firms can le
10 @ staty in which each will think of the other when something needs to’
done. Algng with ecoriomic capital, social capital is a valuable ' mechanism i
€Conodmic growth. For example, if you know. someone at a company whe
you are anpiying for a job and this connection helps you get the job at t
COMPany you have used social capital. : S ST
Socu_al capital can also have negative effects. For example, if a social.n
WOrK is sed for manipulative or destructive purposes that will affect: thy
€CON0my negatively, such as when-a group colludes to fix market prices. . |

— C. TRANSLATE INTO RUSSIAN :
1. Th.e classical triad. The classical and now “old fashioned” economists
the Ningteenth century followed the reasoning first laid down by Adam Smi
that thare were three and only three factors in the production of wealth. Tho
three‘factors were land, labour, and capital. To these early economists, tt
was likg saying to the mathematician that two and two makes four. .

In hig Progress and Poverty (1879), Heénry George -wrote: “Land, Jabo
and Capital are the (three) factors of production. The term land includes
naturay” onportunities or forces; the term labour, all human exertion; and t
term Capital, all wealth used to produce more wealth. In returns to these th
factorsis the whole produce distributed.’ His conclusions seem to be

S0UNg today as they were when he wrote them, ~ ~ =& .0 0 G
g .ahd, labour, and capital: a natural sequence. It would seem to be
acg'dent that the factors in. production are quite generally mentioned in:
f’r:i;_ir “of land first, labour second; and capital third. There is a-natural logic

‘Qrder. Land was here ages before man-arrived on the scene, and |

‘;‘g" ‘bs 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 produce
wealth. Capital, that is, wealth used to produce more wealth, could be made
only after wealth had been produced by the application of labour to.land.
There is a natural sequence, a natural order in time in which these three fac-
tors came into being, an order which emphasizes the very importance and
timelessness of land.

3. Land. Naturally there can be no production without labour. Likewise there
can be no production without land. That is self-evident in agriculture, -cattle
raising, forestry, and the mining of natural resources. But it also holds just as
true in.commerce, industry, transportation, banking, insurance, and other sef-
vice 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 op-
erate. The factory, the office building, the retail ‘store, the railroad, the bank,
need land on which their structures may be located and their activities,may be
pursued. Without fand no human being can live; without land no human occu-
pation can be carried.on. How srmple and basic a truth itis! -~ . .

4. Production. In microeconomics, production is simply:- the conversion of
inputs into outputs. It is an economic process that uses resources to 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 actlvrty other than the f n 18 purchase as some
form of productlon . '

Production is a process, and as such lt occurs, through tlme 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 the commodity 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 value of) inputs.

5, Capital. Earlier illustrations often depicted capital as physical items, such as
tools, buildings, and vehicles that are used in the production process. Since at
least the 1960s economists have increasingly focused on more specific, mostly
intangible, forms of capital such as “nafural capital’ (ecologies, environment), “in-
dividual capital’ (talent, inborn skills), “human capital” (acquired skills), “social
capital” (inter-personal trust and social connections), “intelfectual capital’ (know-
how), ‘political capital’ (political influence or corruption). Some theorists argue
that, when attached to “capital” as prefixes or modifying adjectives, the words “in-
tellectual”, “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
result, the term capital is a concept mired in confusion in modem economics, and

care rhust be taken in its use to be sure what it means.
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: D. TRANSLATE INTO ENGLISH .
A 1. Pecypcu 3TO0 BCE TO, YTO Mbl NCNONB3YEM ANA AOCTIWKEHUA HALLUX Lenen. Pecypcu
UCNONb3yeMble 'ANA NPOU3BOACTEA Toaapoa WnM_ YCyr, HaspiBaioten dakropamu npoua-
BOACTBA.
2. CywecTsyioT ThiCA4N HAKTOpPOB NPOM3BOACTBA. YCROBHO WX MOXHO Pasbutb Ha
TPYNNbI, 3:UMEHHO: NPUPOAHDIE, NPOU3BEASHHbIE (PYKOTBOPHbIE) U NIOACKUE. '
3. MpupoaHble pecypekl NPUHATO PasAeniaTh Ha BOIOBHOBAAGMBIE, TakUe Kak Nec Unv ok
-Ba, v ncTowaemble, Takve KaK HedTb, ras uaK yrone.
4. B axoHOMUYECKOW Teopuu AeneHue: HakTopos: NPOUIBOACTBA HA TPU OCHOBHLIX BUAA =
3eMNRA, TPYA, KanWTan — CYUTAETCA Kaccu4eckuM. B Heoknaccuuecko# Teopuu roBopaT o
yeTeepToM dakTope NPOW3BOACTEA, B Kavecvee KOTOPOro Ha3biBaleT NPEANPUHUMATE b
ckue cnocobrocTu. B nocneAHee apema AOGaBNAIOT. Takue aKTOpb KaK TEXHONOrMY Y VH-
cbopmauvm
5. Jloxon, nonyqaeMbm BNaAEnbUEM 38MNM, Ha3bIBaeTCR peHTou AoXoA, nonyqaeMbm orll
Kanntana, NPUHATO' Ha3bIBaTL NPOLIEHTaMK; AOXOA OT TIPEANPUHUMATENLCKO AeATefibHo
€T Ha3bIBAIOT NPUBLINGEIO, @ AOXOA OT NPOAAXM TPyAa — 3apaboTHO NNaToA. T g
-B. 1.-3emna kak hakTop NPOUIBOACTBA 03HAHAET BCE UCNONb3YEMble B NPOU3BOACTBEHHOM
NPOUECCe .€CTECTBEHHBIE PECYPCh!, NPUPOAOH AapoBaHHbie Bnara. OHa MOXET UCNONL3E
BaTLCA. ANA NPOM3BOACTBA CEMbCKOXO3ANCTBEHHON NPOAYKLMKM, CTPOUTENLCTBA AOMOB, 04
POAOB, Xene3Hbix AOPOr U.T.N. . 3eMNA_ HEYHUYTOXUMA N-HEYMHOXaemMa, HO noABEpXeHy
AOCTATOYHO CUMbHOMY paapyu.lenmo BCneacTemne. XULHUYECKOrO ee UCAONL3OBaHUA.
2. Tpya =310 uenecooﬁpasnan ACATENLHOCTS YenoBeka, TPeBYIoWan NpunoXeHa yMe
BEHHBIX W (DUINYECKUX YOUNUiA B NPOLIECEe CO3AAHNA MaTepUanbHbix Gnar u yenyr. “Tpys
Kak (bakTop NPONIBOACTBA COBEPLLEHCTBYETCA 6naronapﬂ 0ByueHuio paﬁoTmeos u npuod
PETEHUIO MU NPOUIBOLCTBEHHOO ONBITA. |
‘3. B :Heoknaccuueckol wikone akrop-“Tpya” BKNOYAET ¥ npeanpuHumarensckue. cnocol
HOCTH, Kak 0coBbiit akKTOp NPOM3BOACTBA. 3TO BLICOKO UEHALWMECA kayecTsa, npeanond
ralowme cNOCOBGHOCTM K OPraHu3aumi NPOU3BOACTBA, YMEHUE OPUEHTUPOBATLCA B PHIHOW
HOW KOHBIOHKTYpe W BpaTe Ha cebr puck. B HEOKNAcCUYECKOHR IKOHOMUKE NPEANPUHUMS
TenbCkan AEATENLHOCTL PACCMATPUBARTCA KaK CaMOCTOATENbHBIA hakTop NPOU3BOACTE 3
4. KanuTan — B WMPOKOM CMbICe CnoBa — 370 BCe T0, YTO CO3AAHO TPYAOM Yenoseka
CcnocoGHO NPUHOCUTL A6X0A. B Gonee y3kom cMbiChe - 3TG pecypesi, CO3A4aHHbIE NIOALM
" ANA NDOU3BOACTBA TOBAPOB U yCNyr. FNasHas ponb kanuTana ~ 370 noseileHue adg
TusHocTu Tpyaa,  Tpebyiowerocs ANA Npeobpa3oBaHus NPUPOAHLIX PECYPCOB  («Aapo
- NPUPOAbI») B NPEAMETH, HeoBXoAUMBIE ANA YAOBNETBOPEHNA HYKA U noTpebHOCTe 4é
- floBekKa. oo e

ddek : L
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Text 4.2 . :

Entrepreneurship

~“Nothing venture, nothing have.”

" “No pains, no gains.”

’ English proverbs

(1) What is entrepreneurshrp" Entrepreneurshlp (or, otherwise, “entrepre-

neurial ability”, “enterpnse” “individual capital’, “management’, or just “lead-

ership”) refers to the unique talent that some people have for organizing in-

puts into the production of goods and services. The success and/or fallure of
abusiness often depends on the quality of entreprenéurship.

Some economists mention.-entrepreneurship as a fourth factor of productlon

However, this seems to be a specialist form of labour or “human capital”. When
differentiated, the payment for this factor of production is-called proft. -
(2) What is the: entrepreneur? The entrepreneur is a far-sighted ‘resource-
manager: who:hrings together the other three factors of production,’gets: them
organized, and directs them into socially deslred'productron while taklng atthat
risks with hisfher money and the financial capital of others who are wrllrng to
share the risks, since uncertainty is everywhere '

Put most simply, the entrepreneur is the one who decrdes what to produce

and how much, which inputs to use, and’ all that; who' hires and pays the
owners of the labour, l[and, and ‘capital."The entrepreneurs hope.that if they
produce the-right amounts of the right things' and 'do it efﬂciently,';- they-will
make a profit. If they don't,-they won't.' They will lose. Their loss is their “pun-
ishment” for using society's resources |n ways the society didn't want |ts re-
sources to be used.
(3) What the entrepreneur’is not. Many: economic texts suggest that entre-
preneurs innovate, introduce new or improved products and technologies, but
this is not generally true. Most entrepreneurs just copy other businesses or
ways of production.

In addition, contrary to popular belief, entrepreneurs aren't generally hrgh-
risk takers when they can't affect the outcome of the situation. They tend to

set realistic and achievable goals, . and when they do take risks, they're usu-.

ally calculated ones based on facts and experience, rather than instincts. . .

Entrepreneurs are participants, not observers; players, not fans. More often
than not, they are driven not by the need to make money, but by the need to
make their dreams a reality, and money. is a byproduct of an entrepreneurs
motivation rather than the motivation itself.
4) The entrepreneur s role in-the market economy. Entrepreneurs occupy
a central position in any market economy, stimulating all economic activity.
The most dynamic societies in the world are the-ones that have the most en-
trepreneurs, plus the economic and legal structure to encourage and motrvate
entrepreneurs to greater activities.

It's entreprenéurial energy, creativity and motrvatron that trigger the produc-
tion and sale of new products and services. It's the entrepreneur who seeks
opportunities to profit by satisfying as yet unsatisfied needs. It's the entrepre-
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neur who seeks disequilibrium -~ a gap between the wants and needs of
customers. and the products and servrces that are currently avallable ~ any
finds a way to fill that gap. ‘

Because entrepreneurs create all wealth, all jobs, all opportunltles and
prosperity in-the nation, they are the most important people in a market ecor
omy — and there are- never enough of them. Are. you ready to jom th
ranksfforces? . . . :
(5). What.does it take to become an entrepreneur" Just who i is- an entre
neur? What-are the requirements for being a successful entrepreneur? W
there’s no single entrepreneurial archetype, certain common traits .indicate
entrepreneurial personality. First.of all,.there’s a great deal of truth to the noti
that entrepreneurs: are bom, . not- made. Although our upbringings, belief.
tems, .education,. tralmng and development. affect our. ultimate: behaviours, :¢
.core. personalmes remain relatlvely ‘constant throughout.our lives — that:is,
-entrepreneunal adult first often appears as an entrepreneurial.child. ‘

.Next, most entrepreneurs who reach thelr goals are often natural leaders
have a natural instinct for choosing the, best way of donng thelr busmesses ,
are strong problem-solvers, and they work well under pressure. They are: will
to risk their resources in the pursuit of profit, They are persistent and determi
to. succeed because their own money-and ego are at risk. They continually <
ways to offer their products and services in such a way that they're more
tive than anything else available. They are fast. movmg and ﬂexrble wrlllng
change quickly when they get new information. - :

And finally, to be an entrepreneur isto be future-onented and to be an optlm'_'
to believe that success is possible and with the right amount of time and mone
-and.a bit of luck; you cando anythlng to ‘make your dream come true.

A TEST YOUR UNDERSTANDING e
1. Decrde whether the following statements are true or false
1. The entrepreneur is a high risk taker. - ’
' 2. Entrepréneurship is a.subcategory of labour. !
3. There is no-single entrepreneurial archetype
4. Profits aré the primary goal of entrepreneurs.
5. Entrepreneurship is a scarce human resource.
6. Entrepreneurshipis the” fourth factor-of ‘production.
' 7. Most entrepreneurs have very similar personality traits. - e
8 Profit is the payment which goes to the fourth factor- of productlon
.2, Choose the most suitable word/phrase: -
1. Entrepreneurs are (born, not made; made, not born).
2. (All, Most, Some) entrepreneurs work well under pressure.
3. Generally, entrepreneurs’(are, are not, not are) high-risk takers. -
4. Entrepreneurs are often (constant, similar, strong)-problem- -solvers.”
5. Most entrepreneurs (introduce, improve, copy) other ways of productio
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3. Fill in the blanks using the words given below:

1. The payment for.entrepreneurial talent is called ..

2. Entrepreneurial adult first often appears as an entrepreneunal

3. Some economists consider entrepreneurship to be a specialist form of ..

4. Entrepreneurial ability refers to the ability to-organize ... and bear ..

5. Entrepreneurial talent is the ... of a business organizer to put together all the
necessary ... to make the productlon of goods or. serwces :

ab/l/ty profit, risks, Chl/d labour, resources possrble pmduct/on
4. Complete the sentences: ‘

1. People who demonstrate entrepreneunal ablhty are called

2. To be an entrepreneur is, first of all, to pe .. _

3. The. most dynamic societies in the warid are the ones that ..

4. The entrepreneurs hope that when they sell the product they

5. Entrepreneurs normally seek disequilibrium - a gap between .. nd .

5. Restore the correct word order.in the sentences that: fo[[ow L

1. Entrepreneurship is called-the payment. profit for. - ..

2. Are they made, they aren’t entrepreneyrs aren't born?. - Cs

3.What a successful requirements-are bemg for the entrepreneur’? T,

6. Answer the following guestlons Wlthout Iookmg back at the. text -

A.1. Who is an/the entrepreneur? - G e e

2. What does it take to become an entrepreneuro o

3. What makes entrepreneurs such.an, lntegral part ofa prosperous economy7

4, What are the basic requirements for being a successfl entrepreneur'? .

5. What qualities do most entrepreneurs have in: common’? , e s

6. Are profits the primary-goal of entrepreneyrs? . , '

7. Could the market system work without profit?

8. Is it correct to consider. entrepreneursh|p as a separate factor of productlon’P

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

2. Are you cut out to be an entrepreneur? /Do you have what it takes to be a

successful entrepreneur?

7.-Write a summa /Render the. CODtel)ts of Text 4. 2 usmq your own words
as far as possible.
8 Comment on the followmg Engllsh Eroverbs in terms of economlcs

_ “No pains, .no gains”.
"Noth/ng venture, noth/ng have.”

‘ 4 B. FURTHER READING L
1. Read the text below and answer the. guestlons o
o What was risky about the ideaof. OPening up-an ice cream store9
o How much did Ben and Jerry.oniginaly invest into-their busrness?

* _Did they gettheir investment.back? .. . ..

An ice cream store venture. Ben Conen and Jerry Greenfield are the

entrepreneurs who took the risk to openup an.ice cream store. They are the
a7



ones who got the money, found the place, -developed the recipes; a
opened the store. What was risky about this?. They could not be sure th
their store would sell enough ice cream io pay them back for all the cosfy
involved in.getting the business-started. Did they-get their $12,000 ba
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 awai
over a million dollars to various charitable causes. :
2. Read the text below and answer the following question:
e What is a key feature that makes an entrépreneur great? -
Great entrepreneurs and executives aren’t always. charismatic, good Iookr
or particularly well spoken. They don't all fit neatly on.the cover of Busine,
Week. Although one can find a correlation between great education and su
cess, it isn't the education that creates the talent. The education, when. it ex
ists in an entrepreneur's resume, -is a product of the same key trart th
makes an entrepreneur.great. ' '
The trait can be. described in lots of ways; but some thrnk the number ony
thing is a results orientation. Entrepreneurs get stuff done. When an entrg
preneur is missing from the office you:can tell. Things move more slowly. Th
focus.shifts from:action to analysis. The real entrepreneur is a self starter wif
knows: when he wakes up inthe morningjust exactly what needs to-be. do
and he starts doing it. No one has to tell him. The rest of us need to be to'
Some of us just don't think we do. = :
3. Read the story and answer the followmg guestron s
o What suggestion did an English economist make in 19662 Give hIS reasons.
A new factor of production. According to economic theory, a “factor of p
duction” is, something that used to créate valiie and economic performanct
In 1966, in a lecture at Medway College, Kent; UK, Len' Rogers suggested'
new factor of production — information. He argued that it was possible to
sess land, labour and capital but “know-how”, especially in the exponential
‘increasing technologic environment, was an' essential factor. He gave as
current example, the production of nuclear devices.
4. Read the text below and answer the followmg_ggestlon
o What are the two personality types descrlbed in the text"
‘What's your personality type? S
Personahty counts. As is widely known, some entrepreneurs become m
timillionaires, others do moderately well, some barely survive, and many do
make it. Does personality matter in becoming a successful entrepreneur? R
cent studies say yes: successful-entrepreneurs-do share a number of col
mon personalrty traits. The research results show that’ people basrcally co
in two opposing types: Generalists and-Specialists.
Generalists are strategic thinkers. They are big plcture-orrented prefer en

ronments where they can use their results-driven nature, en]oy autonomy a
rndependence and are stronger risk-takers.
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Specialists are tactically oriented, prefer being responsible for areas within
their areas of expertise, are more . detail-oriented, and prefer environments
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 greater
than their compliance factor. This is-the. source of their need to win and their
belief that they are always right. They are therefore self-confident and able to
assume risk.

The Specialist personality has a compliance factor that is much greater than
the dominance factor. Therefore, doing things by the book-follawing. rules,
policies and. procedures — is more important to them. They will try to do every-
thlng rlght whlch means avondmg risks.

C TRANSLATE INTO RUSSIAN d :
1. H|story Until the twentieth century, profit was assigned to the cap|tallst and
frequently conflated with capital. In the classical view, it is precnsely this function
rather than interest was attributed to ownershup of capltal But in 1912 Joseph
Schumpeter, in The Theory of Economic Development, featured the revolution-
ary role of organizer and innovator and contrasted it with that of the conservative
financier, thus' vividly distingtjishing the entrepreneur fromthe capitalist:"The en-
trepreneufs role in-this.view is not merely that of manager and risk-taker; but
also of visionary - someone who séeks as much to destroy the old order as to
create something new. Since innovation usually requires destroying old ways of
doing things, Schumpeter gave it the name “creative destruction”. Profit is now
assigned to entrepreneurship, to innovation. With the rise of “venture capitalists”
and other financiers willing to take on more risk and do more for innovation in
the hope for supermnormal returns, the distinction between capitalist and entre-
preneur has again become fuzzier. Now there are entrepreneurial financiers as
well as entrepreneurial producers and distributors.
2. Factors of production. Goods that are used to produce other goods or
services are called economic resources (and are also known as inputs or fac-
tors of production). These resources are often categorized into the following
four groups: Land, Labour, Capital, and Entrepreneurship.

The category of “land” includes all natural resources. These natural re-
sources 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 de-
scribed as including only the “free gifts of- nature those resources that exist
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” dif-
fers 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.
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D. TRANSLATE INTO ENGLISH
A. 1. MpeanpuHumaTtens — 3T0 UEHTpanbHas durypa B PBIHOYHOIR axouomuxe ceryn
pyloLian BCIO 3KOKOMUYECKYIO .nemenbnocrb Cuutaercs, uTo npeanpuuumarenmu
CTaKOBATCA; UMK POXAAIOTCA.
2. OAHO U3 rNaBHbLIX KAYECTB NPEANPUHUMATENS — «npennpuuma‘renbcxaﬂ Kunka» —
cnocobHocTb yBuaeTs Aucbanaxc, pasbexky Mexay Bo3HuKwel noTpebHOCTLIO B TOBa
Unu ycnyre ¥ TeMu toBapami v yCnyramu, KOTOpbie Npeanaraiovea Ha puiHKe B JaHHb
MOMEHT BpeMeHu, u HaiiTu cnocob 3apaboTtaTe Ha aToW, Noka eLe He YA0BNeTBOPEHHOK
noTpeBHOCTH NyTem ee YAOBNETBOPEHMS. ]
3. ‘Hepéako NPEANPUHUMATENEM “ABMXET He CTONBKO Xenawne 3apabotatb AeHb
CKONbKO: CTPEMANEHUE OCYLLECTBUTL CBOIO Metn'y W toraa AeHbru B MOTUBAUUK mrpa
BTOPUYHYIO, @ HE NEPBUYHYIO POSib.
4. YacTo FOBOPAT, YTO NpeanpuHuMaTens 3armmaeTcs1 UHHOBALMAMY, auenpae‘r HoB
YCOBEPLUEHCTBOBAKHKLIE U3AENUA U TEXHONOTUMN, HO 3TO He BCeraa Tak. B Bonblwwuker
cnydaes, NpeaAnpUHUMAaTEny NPpocTo-HanNpPoLTo Konmpy»o'r cymemymmue cnocoGu n
W3BOACTBA UAM APYTUE NPeANpUSTUA. .
E. B coBpeMeHHOM SKOHOMWYECKON . nuTepa'rype p.aHo HeMano onpeaeneHui AoHs
«npennpunmaTenbmo» Hauﬁonee YAaYHbIMU npeAcrasnmorca Te, rae OHO Tpa
ETCA KaK CneLmnunieckui q:ax'rop Bocnpousao.ncraa (RO cpaBHEHUIO C 3eMNen, kanu
noM:¥ TPyaom). Cneuudmka 3ammae'rcﬂ B TOM, UTo CyGbekT npeanpUHUMATENHCK
ASATENHLHOCTY = NpeanNpUHUMATEND < CNOCOGEH YMENO COeANHHTL pashnuHbie daKTo
NPOM3BOACTBA ‘W -HA PUCKOBOW OCHOBE OpraHWu3oBaTh BeINyCk OBLECTBEHHO NOSE3HON
npoaykTa.unu yenyru. OTcioaa 0co60oe 3HaYEHNE UMEIT NUUHOCTHBIE KauecTBa NPeanp
HUMATENA, HE CaMU NOCNEAHNMM U3 KOTOPbIX ABASIOTCA ONTUMUIM U Bepa B YCrex.

kdk
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UNIT 5 ' ' DEMAND AND SUPPLY

Text 5.1 _
‘Demand
. “Much will have more.”
“Appetite comes with.eating.”
English proverbs
(1) lntroductron An old story says that If you want an “educated economist”, all
you have to do is get a parrot and train the bird to say “supply and demand ‘
response to every question about the economy! Not smart enough, but it's qurte
true that the theory of supply and demand, along with the price theory, is a cen-
tral part of economics.. Let's start the discussion of the two concepts with de-
mand as it is a more.simple concept to understand than supply. . :
(2) The concept of demand. Each of us buys something because we want
to. . The more we want somethmg, the more we are Ilkely to pay to-get it.
The more we would pay for it, the higher our demand for itis. If you aren't
ready to give up anything (any ‘money) for something, then you have‘no
demand for it. You may. have some deS/re for. it: But if you aren't ready to

To emphasrze thlS point economrsts use the term effecttve demand that
is, the. demand backed up by abrhty to pay,-and.not just- based. on want.or
need. (When there.is'a wrlllngness to purchase a goodf:or. service; but where
the consumer lacks the real purchasmg power to be: able to afford the' prod--
uct, or where a particular - product cannot’ be met / exrstmg supphers
economrsts speak about /atent demand.) ' '

Demand, thus, is the amount ofa good that consumers are willing .and able
to buy at all possible/alternative. prices over a certain period of time/in a given
period of time.. The source of willingness-is wants and needs,. whlle the
source of abllrty is mostly income.

(3) Demand is “a propensity to buy”. The “demand” for somethmg doesnt
mean “how much.of it people are buying.” it only means “how much of it peo-
ple would be buying if ... ". If what? If the price happened to be, say, $5 or
$10.0r $30 or maybe 50 cents So “demand” in economics doesn’t mean what
it normally: means to most people. In economics, it really means propensrty
to buy”, - that is.“how much [ would buy, if ..."

(4) The Law of Demand: higher price, smaller quantrty, Iower prlce, lar-
ger quantity. If you have a demand for. somethmg, that means. two require-
ments .are- being met: (a) you want it, and. (b) you are ‘willing, and able to
spend some money to get it. However, whether or not you actually will buy.
depends on how high the -price‘is. (You may: be willing to pay to get some-
thing, but you may not be willing:to-pay a price which.you: think is too high.)
And the higher the price, the less -of it- you will -actually buy; conversely the

lower the prlce the more of it you:will actually buy:
So, price is @ major determinant of demand. You know it is true from your

own personal experience. Right? And so you already know the law of demand
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which says/postulates: “The quantity demanded of a good is inversely relaled
to its price, ceteris paribus”. In plain English, it simply means that people would
buy-more of something at a lower price than they would at a higher price, mth
all else equal/(with) all other factors held constant/unchanged.
(5) The three ways to visualize the Law of Demand. There are various
ways to visualize the relationship between price and the quantity/amount.of a
prodUct that people will/would buy. As was stated above, this relationship is
inverse or indirect because as price gets hrgher people want less of- a par-i
ticutar product and vice versa,
Mathematically, one can say that quantity demanded is a functlon of pncei
wuth all other factors (besrdes price) held constant, or:-
Qd = (Price, other factors held constant) e
(6) The demand table. A more elementary way to-express the relatlonshrp
to represent it in tabular form (in the form of a table/chart). The numbers i
A Demand Schedule . | the table on the left reflect the wa
= i = people will ‘behave at each price," i.
“the’ ‘amount - of - wrdgets (lmagma
“products) they will buy as their: pn'

-Price of || Number of: Widgets
Widgets. || - ‘People Want to Buy

$400 |- - 40 | goes up or down. For example wh
- $300. | . 70 || 'the demand price decreases from $4.
~$2.00 . | . 30, =1 to$1.00, the quantity demanded i
—_— ] creases from 40 to 100 wrdgets
§1:00 |- 100 || cause buyers’ are normally willing a

able ‘to buy more at lower prices. "The demand for a good; thus, can
thought of as a schedule of prices and quantmes in the mind of the buyer
(7) The demand’ graph: The same |nformat|on ‘can also be plotted ona grg
‘where it'will look like the graph in Flgure 1. The demand curve labelled D!
nothing more than a graphical representatron of the law of demand. It shows t
‘relation between the demand price measured/plotted on the vertical axis, and
amount of a good one or more’ consumers are willing and able to buy at diffe
prices measured/plotted on the horizontal axis. Notice that for basic ecor
analyses the demand curve is often_apprommated as a straight line. E
(8)"Understanding the demand graph. The typical demand curve sl
downward from left to right. The negative (downward to the right) slope of
demand curve graphically illustrates the- ‘indirect: law- of demand ‘relation
tween ‘demand price and quantity'demanded, i.e. if price rises; the qua
‘demanded (NOT demand) will'decre'ase"and less-'will be purchased i
given- period. of time;: if pnce falls, the quantity demanded wrll mcrease
more will be bought in a given-period of time."

-For example, as the demand:price decreases from P1 to P2 (see F|g 1)
quantity demanded (NOT demand!) increases from Qd1-to Qd2 snnce bu
are willing to buy more at lower prices, and-vice versa.. - :

The entire set of price-quantity-pairs ‘that. reflect buyers’ wrlhngness
ability to buy a good is referred to as demand. In agraph, it is represent
the entire demand curve. . S
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Quantity demanded (0d) © . Quantity deimanded (od) - . -

-Qd - ——> de

.Qds €
Figure 1 A Change in Quantrty Demanded

9). Movements along the demand clirve vs shlfts of the demand curve.
As. descrlbed .above, ‘a demand curve shows the’ relatlonshlp between the
price of an. item and. the quantlty of that. item demanded over a. certam period
of time. "Any change in-the price of a good results’in a change in the quantrty
demanded. In the graph, the changes' are reflected  as ‘a corresponding
movement along the existing, demand.curve to a new point (either upwards or
downwards), reflecting (of- matching,. mdlcatlng) the ‘actual price-quantity. pair.

Since the entire: demand schedule remains the same, the demand 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.™
(10) Demand-shifting factors. A given demand curve shifts either to the left
or fo the right (inwards or outwards) only if there'is a change in the entire/total
demand as a‘result of a change in ordue to any factor other than the price of
the good.  These non-price influencing factors are sometimes called the condi-
tions of demand or demand determinants, some of the most important of
them' belng income, taste; prices of substitutes or complements, expected fu-
ture prices, information, seasonal changes and number of buyers.” '’

In the diagram above, (See Fig.2) a decrease in the entire demand has

shifted the demand curve to the-left, the new demand curve being D1 An
outward shift in demand (i.e. to the rlght) takes the curve to D2. - -
(11) Individual, market, and aggregate demand. As was ‘stated above the
demand for a good is a schedule mdlcatmg the quantities individuals are will-
ing and able to buy at all possible prices, everything else remalnmg constant.
An individual demand refers to the quantity of a good a consumer is willing to
buy and able to buy at all prices within a period of time, with all other factors
femaining constant. Thé market demand is simply the horizontal sum/the sum
total of the individual demands within-the marketplace or, to’ put it another
way, the sum of the amounts demanded by-each of the individuals. - "

For example, if, at the price of $10, Biil wants to buy 10 units’ of the product,
Jose wants'to buys 20 units, arid 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. L
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Aggregate demand is the total demand for goods and services in thej
economy during a specific time period. ‘
(12) Price elasticity of demand. The demand curve shown in Fig.1 demon-
strates that at lower prices people would buy more, and at higher prices}
would buy less. it means that the quantlty people buy is very sensi
tive/responsive to the change in price.” Reduce the price and demand in-}
creases: latent demand emerges, and demand is attracted away from other
goods and services. For example, if the price. moves down from $4.00 to
$1.00 per unit, the quantity people will buy increases from 40 units to 100
units. The economist would say that the demand for widgets in this exam-
pleis relat:vely elastic, or price elastic. :

Elasticity means.sensitivity, or responsiveness of buyers to price changes]
When used without a modifier, it usually refers to price elasticity which is the
percentage change in quantity demanded of a good or servnce lelded by the
percentage change in its (own) price.
if the quantity bought does not change very much when the price changes]
we say that responsiveness is low, and the demand is ‘refatively inelastic,
_price inelastic. The degree of responsrveness of buyers/quantity i
_changes in'the _product's. price is reflected in the slope of the ‘demand cu q
the hlgher (is)’ responsrveness the steeper (is) the slope

R TEST YOUR UNDERSTANDING R
1 Dec:de whether the following statements are true or false. D
1. Supply and demand are the two key economic forces.in a free m market.
2. Demand is the amount of a good that consumers are able to buy. ’
3. When price changes, the result is a change in demand.. =~ '
4. The quantity demanded of a good usually is a strong function of its pnce ]
5. If price changes, the demand for a good or service will change as well.
6. Latent demand is the ablhty of consumers not just to want, but be. able to
buy the product. - i
7. The term “ceteris, panbus isthe Lat:n for “all other variables remalmng ‘the sam
8. An aggregate demand curve is the sum of individual demand curves
for different sectors of the economy ‘
9 As the price of a commodity rises, the quantlty demanded nses too
ceteris paribus. - o
10.The law of demand |mplles that the. Iower the. pnce the greater the .
quantity demanded, and vice versa, ceteris paribus. ;
11.The demand is said to be. price melastlc if the quantnty bought is very
sensitive to the change in price.. . - o
2. Choose the most suitable word/phrase ;
1. if you are ready to give up a lot of money for something, then your
- demand for.it is (small, low, high, inelastic). ' ;
2. The law of demand postulates that there is an (inverse, direct, pos:t' '
negative) relationship between the price of a good and the demand for
-3. Demand is the quantities that buyers are willing and able to buy at (on
- any, all possible) price(s). 4
4.The quantity demanded is a specnf ic amount that buyers are wrllmg a q
_able to buy at (one, any, various possible) price(s). Ce e
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5. (When, Whenever, Unless) you are willing and able to pay a price-for. =
something you do not demand it no matter how much you may wantit.- -

6. Demand for a particular product or. service represents how much people
are willing to purchase at (one, a given, all possible) price(s).- . =~ ...

3. Fill in the blanks using the words given below: '

1. The Latin expression for.“everything else remaining constant™ is ... .

2. A change in price causes a ....along the demand curve.

3. Achange in any other vanable except price causes a shrft of the ..

4. A shift of the entire demand curve is referred-to asa”“

5. If any factor ... price changes, the demand for the’ good changes too

6. An increase in household income will see demand ..

7..Demand is the expressionof ... of a potential buyer to acqurre i
certaln quantities of an’ |tem for possrble prrces g ConE ':J

demand curve sh/ft in demand movement other than cetens par/bue rn-

creasrng, various; willingness and ab///ty , o e
4. Complete the sentences: . .- G

A 1. The demand curve slopes downward from to -

2. In Latin, the ferm ceteris panbus means hold/ng

3. Demand sensitive to changes in price is. said to be

4. Demand little affected by changes in.price is .

5, Desire refers to people s ... toownagood.

6.1n graphrng the demand for a good, price'is plotted along the ..

7. An increase in demand will see the demand curve shifting to the
8. As prices fall we see an. .... of quanitity demanded: If prices rise we expect

tosee a ..."of quantity demanded other factors remalnmg unchanged

B. 1. An individual demand i is.

2. The market demand is . '

3. Latent demand is

4. Achange in demand is-.

5. The:quantity demanded.i is .

6. The demand curve is .

7. Elasticity of demand means .

8. The determinants.of the, market demand are .

5. Restore the correct word order in the sentences that foIIow
1. Is a major price determinant of demand?

2. The approximated demand is often as a stralght llne curve

3. Responsiveness of buyers means elasticity price to changes. - "
6. Answer the following questions wrthout Iookmg back at the text.
1. How can you define demana? - TR

2. What is demand schedule/ demand curve?
3. What is the difference between a change in quantlty demanded and a

change in demand? »
4. What factors can cause a movement along/a shrﬁ of the demand curve?

5. What does “the:Law of Demand” say? -
6. What is (price) elasticity of demand? How is. it normally measured'?
rite a summary/Render the contents of Text 5.1 using your own words

,as far as possible.
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8. Discuss: : :

s the dlstlnctlon between demand" and “desnre in €conomics;

» what would cause a movement along the demand curve;
 what would cause a' demand curve to shlft to the rlght/to the left.

o B FURTHER READING

1. Read the text below and answer the following questions:

o What is a Giffen good/ a.Veblen good/an inferior good?-. .

o Is there any good for-which an upward bending demand curve can be
constructed? =
The typical: negative : (downward to the rlght) slope of the demand curvey

graphlcally illustrates the: mdlrect law of demand relation between  demand;

price and quantity demanded, i.e. the higher the price, the less of it you will-ac-§
tually buy; and: vice versa, .ceteris' paribus. But-what about positively-sioped]
demand curves? Are there any of them? The answer is that despite years of§

searching, no generally accepted example of a:good that. has -an’ upward 4

sloping demand curve (also known as a Giffen good) has been found. ‘
Some suggest that luxury cosmetics can be classified as a Giffen good As

the price of a high end luxury cosmetic drops;. consumers see it as ani low
quality good compared to its peers. The price drop may | lndlcate lower qualr
ingredients, thus consumers. would not want to apply- such an i ferror produ

to their face. .
Another example |s a prestlge good (eg a luxury car) Slnce lt is expensnv -t

a drop in:price may. actually reduce demand. However, .in.this. case, the good

purchased is actually prestlge and not the car itself. So; When: the price of the

luxury car decreases, it is actually decreasing the: amount of . prestn

associated with the good (also known as a Veblen good) .
However, even with downward-sloping demand curves, it is possnble that a

increase in income may lead to a decrease in demand for.a particular good;

probably due to the existence of more attractive alternatives which becom

affordable: a good with this property is known as an ‘inferior good. - .

2. Read the text below and explaln the d:fference between demand an

quantity demanded. i

Demand is sxmply a schedule (or llst) of pnces and the quantlty demanded a

a good at each.price. In. order to-demand one has to be both willing and abl¢

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 relatlonshlp betweef
the price of the good and the quantity-of the good is demand-and can be |llu

trated on a graph with a negatively.sloped line (curve). The: whole curve i

demand. A particular point on the curve is the quantity demanded of a-goo

or service that relates to a specific price. The demand:curve tells us the qua
tity demanded at each and every price. It-also tells us the hlghest pnce ]

wnll pay for one more unit of the good A
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B o3 TRANSLATEINTO RUSSIAN

1. The concept of demand. Demand is that quantity of a good that consumers
are not only willing to buy but also have the capacity to buy at the given pnce
- For example, a consurher may be willing to purchase 2 Ib of potatoes if the price
is $0.75 per Ib. However, the same consumer may be willing to purchase only 1
Ib if the price is $1.00 per Ib. A demand schedule can be constructed that shows
the quantity demanded at each given.price. It can be represented on a graph as
a line or curve by plotting the. quantity demanded at each price. It can also be
described mathematlcally by a demand equation. The main determinants™of the
quantity one is willing to purchase will typically be the price of-the good; one’s
level:of income, personal tastes, the price of substitute goods and the pnce of
complementary goods.
2. Demand vs quantity demanded. It is very important to drstrngursh on the
one hand, between quantity demanded and demand and, 6n the other hand,
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-as
the quantity démanded (just one’ point:on the demand curve/line), while de-
mand is the quantity demanded at all possrble prices (the whole/entire’ de-_
mand curvé/line or- schedule) -Now, a change in quantrty demanded is caused
by :a-change in market: price, while:a, change in demand rs caused by a
change in a factor or factors other than. price:: : &
3. Increase and decrease in: demand vs incréase and decrease in’ quantrty
demanded When more  'and more - people want _something; the quantrty
‘demanded at all prices’ will tend.to_increase. This can.be; réferred to as.an
increase in demand. The.increase. in demand. could also ‘come from. changing
tastes, where:the: same: consumers desire more .of the same good than: they
previously did. Increased demand can be represented on the graph as'the curve
being shifted right, because-at each price. point, a ‘greater quantity is. demanded
Conversely, if the demand decreases, the opposite happens. .
4. Elasticity of demand. The concept of elasticity. of demand i is very. helpful
in understanding how:the- market process works..lf-a product has. close sub-
stitutes, then the responsiveness of demand to-a. change in price is-high, and
the demand for the product: sharply drops. Over the"long term businesses try
to- overcome _elasticity . by building ' consumer goodwill-and- brand onalty
through advertising.. On the. other hand, goveérnments’ usually-inipose’ high
taxes on relatively inelastic goods such as alcohol and tobac¢co. Despite the
higher cost of the product, the demand remains relatlvely slmrlar and thus
governments earn more from their taxation policy. o
5. A few concludmg remarks on termmology Broadly speakrng, demand
is a relationship between price and. quantity, ceteris paribus. ‘Because the
relation between the: price of a- good and the quantity demanded is the same
whether it is represented in a-graph, a table/chart, or mathematical equation,
economists’ often use the‘terms- curve, schedule,-and function interchangea-
bly. That is, we' may refer to a demand curve in"a ‘graph as the “demand
schedule” or “demand finction”. A 'second important point of terminology is
that the word demand, when used all. by itself, can be confusing. It has two
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. meanings. Sometimes the word refers to the entire demand curve!
dlfferenté re relation between price and.the amount demanded), and some- !
(the ent¥ 5 particular quantity demanded (the quantity demanded at a particu- -
times to ). To avoid confusion, it is best not to.use the word demand by itself -
lar price Zys to speak of either the demand curve or the quantity demanded, or
2‘:\Lao‘¥"ﬂ/1e|r equivalents, whichever is meant,

0

D TRANSLATE INTO ENGLISH d ) '

&~ OAHO u3 ¢yuaamemanbublx NOHSTUA PLIHOYHOM 3KOHOMUKM, O3HAYAIOLIES

1. CnpoY” {4 BO3IMOXHOCTL NoKyNaTENs NPUOBPECTH OnpeAenenHoe KONUYeCTao ToBapa 3’

Xeﬂa““g,eunbm ‘Neprop BpeMern Npu BCEX. BOSMOXKHLIX LeHaX. VICTOMHNKOM XKenaxus se-

onpeaes? yXAbI #.10TpefHeCTI YenoBeKa, a-HCTOHHNKOM nnatexecnocoﬁnocm TeKyu.\ue

QUL RS cGepe)KeHm ,

AOXOAB! jOMYECKOT NUTEPaTYpe NPUHATO PA3NNYATD NIUYHBIA, pblHqubm " coaoxynnua

2.8 SKOV( oMme '’ TOro, pasnuualoT nna'rexecnoco6ﬂbm (.uemcrsmenbuun) " na'rel-m-lul
cnpoc. *gycnpoc.

(CxpeiTH! 3kecnocobHbI cpoc — 310" npem:‘raanenuaﬁ Ra pbiHke noTpeSHOCTL B Toaapax,
3. NnaT" aHHan AeHeHLIMA CPeaCTBaMU. STATEHTHBIR CAPOC — 3TO CAPOC, KOTOPLIM HEe Ha
obecne poanersopenm 13-33. OTCYTCTBUA Ha pLIHKE HEOBXOANMBIX TOBAPOS U YCNIYT, m'u
XOQ";M {narexecnocoSHocTu néTpeburens.
HU3K!

asi ponb B ONpeAENEeHUN NoBeAeHIs noxyna'rena Ha pbluxe npnua.qnexm LeHe

4. BeaY rnapHan AeTepMuHaHTa CRPoca. Fipv NPOUNX paBHLIX YCNOBUAX, NokynaTens npl

UeHa ~ .. yoBapa Bonbiue, ‘ecnu LieHa ‘ByneT “Hwke. noabu.ueune KE -UeHbL, H3060

OGDeTiJ T KONU4YECTBO MCRPALLMBAEMOrO ToBapa. L

YMEHb! ?-rnan CBA3b MeXQy LUeHOh ToBapa w.06bemMom cnpoca. HOCMT Ha3Baxue «3a|<ou

5..06p% 3axoH cnpoca rnacut: «YeM BhILLE LeHa, TeM MeHbLLe KONMHeCTBO TOBAPa, |

C"'l~"°¢3a npep.baanﬂercn cNpoc; U, Hao6opOT 4yeMm HKe UeHa, Tem Gonsuee Konmqe

KOTOPO nokynaeTes norpeﬁmenmu NpW NPOUNX'PaBHbIX YENOBUAX». -

TOBaP pC Ha onpeAeneHHbIh Toap naoGpaxaeTea rpachituecku B BUsE KPUBOH, meloul
Cnp%renbHelit HaknoH

(r.e. uayweit BHM3, cnesa Hanpaso). Kpusas nokassisaeT, Kax
OTDMU ngBO TOBAPA NpU UIMEHRIOLMXCA LEHaX M MPOMMX, PaBHBIX YCNOBUAX NOKYNaeT
Konud aKe 3a TOT WIIN MHOW NPOMEXKYTOK BPEMEHM,

Ha:polt sM (BENUUUHA) cnpoca G3HaYaeT KONUYecTso Toaapa xo*ropoe noxynaTenb )Kena
7.06v Gex NpUoBpecty No AaHHOM LieHe B AHHLIA @PUOA BPEMEHK. -
“ cno¢ gHeHne 00bema (BeNnnumHbI) CNPOCa-03HAYART NePEABINKEHUE 'C OAHOM TOHKN
8. Us TOUKY H2 OfHOR KPUBOR. Cpoca. I’Ipmvmon usMeHeHus. obvema cnpoca cnyx
APYIY®Hné UeHbl faHHOro ToBapa. -
U3IMeH iuecki, M3MEHEH1e cnpoca 8 LIENOM. ab\pamaeTca B cmetueuuu Bcem KPUBOIA CNP
8. I'P?‘gﬁpaso {yeenuuenve. cnpoca), nbo Bneeo (Cokpawenve cnpoca). flpuuukoil fenme
‘mGo. SHEHVE LEHbI NaHHOrO TOBApa, 8 U3MEHEHUe APYMX (DAKTOPOB CMPOCA, KOTOPLIE K
“He MS“:‘asaaHue HeteHoebix. K HUM; B YACTHOCTW, OTHOCATCA: YUCNO NOKyfiaTeneh Ha phl
HATM " fipefNOYTEHUS norpesmeneu LEHbI Ha' B3aUMO3aMEHAEMbIe TOBapbL!; Mameuerl
akycs! 2 norpeémenen oxuaanue GyayLLero: USMEHEHNA LieHEL. S
onoﬁgHOBaﬂ) 3NACTUHHOCTL CNPOCa ~ 3TO CTENEHb HYBCTBUTENLHOCTU. UIMEHEHUS B
0. ¢ (1OKYNaTeNbCKOro CNPoca K U3MEHEHUIO LieHsl ToBapa. 3nacTUHHOCTL chpoca
“nHL 4 OTHOWEHUEM NPOLEHTHOrO M3MEHBHNS BeNU4MHLI CPOCA Ha YoBap K npolier
DﬂeTZMeHeHmo 6ro ueHsi. Ha rpacdvke CTeneHb YyBCTBUTENLHOCTH BUAHA NO" Ham
My ”o’ ChpPOCA: HEM Bbille YYBCTBUTENBHOCTD, TEM KpyYe HaKMOH KPUBOTA:.

KPUBY acTuUHBIA CRPOC — 3TO cnpoc, Tﬂl’OTG!OlLtMM K VI3MEHEeHNI0 B 3aBUCUMOCTV OT
1. Y2 ieHbl. CNPOC, Mano U3MEHSEeMBIA NPU USMEHEHUM LeHs!, Ha3LIBAT Heanal
Baryak npaBuno, Ha NPOAYKTLI MMTAHWA.CNPOC MEHEE 3NACTUYEH, YeM Ha fipeal
HEIM: . OAHUM U3 caMbtx HE3NACTUYHEIX Toaapoa ABNASTCA CO]'Ib T. K. e Henb3
POC“ JAMeRNTS.

dedek
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Text 5.2
Supply
“He gives twice who gives quickly.”
“He that comes first to the hill may sit wheré 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. behaviour 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 speaking, supply i is simitar to but opposrte
from demand. It is the quantity/amount of a good that p'oducers are willing and
able to make/sell at various/all possible prices during a given time perlod :
(3) Supply is “the propensity to sell”. Just like demand, supply.is an “if ..
then ..." concept. It doesn't mean "how much of something sellers are
currently selling.” It means “how much sellers would-sell, if ...". If. what? If
the price were; say, $1, or $5, or $10, or $30, or whatever In’ other words;
supply is not the' amount of goods fléwing-across the market from thé sellers to
the buyers. In economics, it real!y means propenS|ty to sell” — that is, ‘how
much sellers would sell, if....".
(4) Supply vs -quantity supplled Supply can be thought of as the relattonshlp
between a range of prices and a range ‘of quantities.. In-other words, it-includes
not just the quantity sold at the curent price, but any and all-quantities that:would
be sold at other prices - higher and-lower. The price part of this' relat|on is: termed
supply price and the quantity part is:termed quantity. supplied.. : .

The supply .price is the- minimum.price.that :sellers. are wrllmg 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 willing and able, to seII at a given
supply prrce/to offer at one. -price.

Supply price .and ‘quantity. supplied come together as matched parrs ‘One
supply price, one quantity supplred Supply, then, can be referred to as the
combination of these matched prrce quantity pairs.

(5) The Law of Supply Thigher price, higher quantity; lower pnce, smaller
quantity. Price is a- major determinant of the amount sellers will want to sell.
Because a higher price leads to hrgher profits, ‘one expects that'a greater quan-
tity should be supplied when thé price is higher. So we ‘can conclude that as the
price of the product rises (falls), the quantity supplied will rise (fall), all other
variables remaining the same.:Economists call this statement the faw of supply.
_From the law of supply it follows that the relationship ‘between price and
quantity isa direct/positive one =that is,:both quantity and price:change inthe
same direction: when price increases, so does quantity, and the higher the
price, the largér the quantity- supplied. Reasons for positive relationship -be-
tween price and quantity supplied are that as the:price of a good increases,
the good becomes more attractive to- producers relative to other goods that
can be produced with similar resources.
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(6) The three ways to visualize the Law of Supply. The relationship .be-
tween the quantity of a product that sellers want to seli during some time pe- ;
riod (i.e. the quantity supplied) and their current market price is what econo-
mists call the-supply schedule. The supply schedule can be illustrated either
in the form of a table/chart ora graph or expressed mathematlcally in func— 1
tlonal formas: - ; 3

s Qs = f(prlce other factors held constant)
(7) The supply table: A fable is an elementary way to express a supply 3
schedule. Such‘a table constructed for an |mag|nary product |s shown in the
following example below.

The numbers in the table reflect the way sellers will'behave at each pnoe ie
the'maximum quantlty ‘of a product they will sell as the price goes up or down.

. A 'Supply Schedule ~.For example when the" supply price
~Priceof || Number of Widgets ~'t’r“°'eases from $} 00 1o 3400 pfe’ uo
| Widgets " || People'Want to Sell e quantity supplied increases from %

- — - to 140 widgets because sellers are
%100 . 10 . | normally wiling to sell more at higher
- $200 . - - 40.. - | prices. The supply ofagood thus, can j

$3.00 70 be thought of .as a scheduleftist .. of
——=—==—= prices and: quantltles in the mind of the
. '$4.00 " - 140 “seller.

(8) ‘The: supply graph The same supply schedule can be shown wnth a grap .
which 'will look:like the graph shown in Figure 3:below, :with-the:supply: price:
measured/plotted on'the vertical axis, and the amount of a good one-or more;
producers are wrllmg and able to sell at dlfferent pnces measured /plotted o
the horizontal axis: !
9) Understandmg the supply graph The supply curve Iabelled SSinFig. 3
is nothing more than a‘graphical representatlon of the law of supply. It shows!
the positive relation between the supply price and the amount of a good on
or.more producers are wnllmg and able to sell at all possnble pnces/at every
possiblé price. ’ :
_Unlike the typical demand curve ‘the typrcal supply. curve slopes (lncreas-
ingly). upward from Ieft to right. ‘Notice that the liné does not begin at the ori
gin. There is some price.— above zero —.at which no seller will sell at all. Fi
basic economic-analyses | the supply. curve is often approxrmated asa stralg :
line, just as it is the case with the:demand curve.: . ;

The positive slope of the supply curve graphlcally |Ilustrates the dlrect Iaw-g
of-supply relation between supply price and quantity. supplied:.the higher the
price,.the greater the quantlty supplled wnth all other relevant factors held u
changed, and vice versa. R

For example, as the supply price lncreases from P1to- P2 the quantlty su
plied (NOT supply) increases from Qs1 to QsZ ‘since sellers are wrlllng to
more at higher prices, and vice versa » B s
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Flgure 3.A Change in Quantlty supplled .Figure 4. A Shift inSupply

The entlre set of pnce-quantnty pairs that reflect sellers’ willingness and abul-
ity to sell a good is referred to as supply. In a graph, it is represented by the
entire supply curve.

(10) Movements along the supply:-curve vs shifts of the supply curve. As
with the demand curve, one :should -differentiate/distinguish . between a
movement along the.supply curve and a shift of the supply curve: - .

As described.above;: a. supply:curve shows: the: relationship. between the
price of an item and the quantity.of that item supplled over a certain period of
time. Any. change-in-the price of a good results in a-change.in the quantity
supplied. In-the. graph;:the changes-are reflected as a. corresponding-move-
ment:along the existing: supply.curve to a new point (either upwards or down-
wards), reflecting/matching/indicating the actual 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.-

(11) Supply-shifting factors. A given supply curve shifts either to the left or
to the right (inwards.or outwards) only if.there is.a change in the entlre/whole
supply schedule as a result of a change in any factor other than the price of
the good. The most important non-price supply-influencing factors are costs of
production; prices of related goods-or services, number of sellers or producers,

technology and productivity, -expected future prices, government taxes, and
unexpected events. Similar to the demand-influencing factors, they are some-
times called the conditions of supply or supply. determinants. '

A change in any one of. the supply non-price determmants will change the
entire supply schedule and shift the supply curve either to. the left or.to the
right, In the .diagram above (See Fig.4).a decrease in the entire supply has
shifted the supply curve SS to the left,. the new supply curve being S2S2. An
outward supply curve shift (i.e. a shift to the right) taking the curve to S1S1 re-
flects a corresponding increase in supply.at each and every supply price level.
(12) Individual, market, and aggregate supply As with individual demand,
an individual supply fora particular good or service refers to the quantity of a
good a producer/seller is willing and able to’ produce/sell at ali possible prices
within a period of time, with all other factors remaining constant. The market

supply is simply the horizontal sum /the sum total of the individual supplies
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within the marketplace or, to put it another way, the sum of the amounts sup
plied by each of the sellers. Aggregate supply is the total supply of goods al
services in the economy during a specific time period. 3
(13) Elasticity of supply. Price elasticity of supply, or simply elasticity of supj
- ply, is the degree of responsiveness with which quantity supplied changes fog
a given change in price. It is often referred to as a proportional change in the§
quantity supplied to a proportional change in price. Elasticity of supply is typig
cally calculated as the percentage change in the quantity supplied of a goog
divided by the percentage change in the price of the good/in its (own) price. §
Similar to demand, if the quantity supplied changes a lot when the pricg
changes a little, the supply is said to be (price) elastic. If the quantity changeg
little when the prices changes a lot, it is said to be (price) inelastic. The dg
gree of responSIveness of quantity supplied to changesin the 'products priof
is reflected in the slope of the supply curve: the lower (is) the responsivenesg
the steeper (is) the slope. Zero elasticity, or perfectly melastlc supply '
graphrcally represented as a vertical supply curve.-

B “A. TEST YOUR UNDERSTANDING"
1. Dec:de whether the following statements are true or false
1. The concept of-supply is similar to the concept of f demand.
2. Supply is the willingness of sellers to sell:-a'good at a glven prlce
'3.:Price is a most important-determinant of supply. © g
‘4. The law of supply can be shown graphically-by a down- sloplng curve _
5. The higher the price, the larger the quantity supplied, ceteris panbus 4
6. If the market: supp|y ofa good is low; the pnce will nse provided theresis, - ¥
- demand for it. _
7. Supply is the amount of goods ﬂowmg across the market from the sellers’
-tothe buyers:-- - :
8 The quantlty supplied is the amount that WI|| be offered for sale at a|l
possible prices. _
9. Elasticity of supply is the percentage change in the quantlty supplled of 4
~agood or service multiplied by the percentage change in its pnce FR
2. Choose the most suitable word/phrase: - -
1 The  graph depicts the law - of supply as a(n) (upward-slopmg,
downward-slopmg, horizontal, vertical)line. -
2: An increase in-supply will shift the" supply curve (to the nght
to the left, upwards, downwards).
3. Price’ and quantity supplied of a good are (posrtlvely, negatlvely, :
" “indirectly) related, ceteris paribus. - - ‘ )
4. The- hrgher the price, the (higher, lower, Iarger) the quantlty suppll &0
- by afirm will be, everything else held constant. k
'5.1f the. supply price increases, then (the supply, the quantlty supplled '
“the shift in supply) increases, too. ‘
3. Fill in the blanks using the words given below: o
1. The law of supply states the direct relation between supply pnce and
2.The law of supply postulates that an increase in price tends to..
. the quantlty supplied, other things equal.

102




3. The.supply curve will shift to the ... when there is a decrease’in supply.- - -

4. The law of supply states that ... of agood or service, all other . -
“ variables remaining the same, the’ greater the quantlty is supplred

5. In economlcs elastrcrty usualiy refers to ..

price elasticity, increase, the h/gher the pnce left quantn‘y suppI/ed _

4. Complete the sentences: -
1. In a graph, the supply curve slopes . ward from .to..
2. As the price charged for a good .. sellers wish to sell of that good.

3. Supply is-a range of pnces and..
4.-The-costs of production is one of the .. of supply

5. Elasticity is a measure of ..
6. The factors that are likely to cause the shrfts in supply-are called the ..

7. The direct-relationship between price and quantlty supplled |s called b
8. The supply curve would shlft to the Ieft |f : , o
9. Changes in price-résultiin:.
5. Restore the correct word order in the sentences that foIIow
1. Similar to supply is ‘opposite but from-demand? - = - - ,
2. From left the supply curve slopes upward to typical right. -
3. The direct relationship is:between one price anda quantlty :
6. Answer-the following questions without Iookln back at the text B
1. What is supply/supply schedule/supply curve? - -+ S
2. What is the difference between a change in quantlty supplled and a

change in supply? - . : )
3. What are the most lmportant supply—shlftmg factors'? .
4. What.does “the Law of Supply” postulate’? '
5, What is (prlce) elasticity of supply? How is it normally measured"
6. What i is zero elasticity? How is it represented graphrcally’) ’

7. Write'a summagz/Render the contents of Text 5 2 usmg zour own'words :
as faras mssrble _ . o Co

8. Discuss:. .
s the ways ‘the supply ofa glven product responses to prices.

’ ' 'B. FURTHER READING ' :
1. Read the text below and explam the phenomenon of the backward
bending supply curve.:

The backward. bendmg supply curve Occasronally, supply curves do not
slope upwards. A well- known. example is the backward. bendlng supply curve
of labour: Generally, as a worker's. wage . increases, he is willing to- supply a
greater amount of . labour- (workmg more - hours) ‘since ‘the. hlgher wage
increases the marglnal Utlllty of working (and increases the. opportumty cost of
not working). -But. when the wage reaches. an extremely high amount, the
laborer may- experience the iaw of dlmmlshmg marginai utility in relatlon to_his
salary. The large amount: of money -he is making will:-make further money -of

little value.to him. Thus, he.will- work less and less as the wage increases,

choosing instead to spend his time in leisure.
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2. Read the text below and explain in what case the supply curve be.
comes vertical:

Vertical supply curves. Itis sometlmes the case that the supply curve is vertical:
that is the quantity supplled is fixed,; no matter what the market price. For exam- g;
ple, the amount of land in the world can be considered fixed. in this case, no mat- ;;3
ter how much someone would be willing to pay for a piece of land, the extra can- %
not be created. Also, even if no one wanted all the land, it still would exist. These + s,
conditions create a vertical supply curve, giving it zero élasticity (i.e. no matter ‘t
how large the change in price, the quantity supplied will not change).

In the short run near vertical supply curves are even more common. For %
example if an excmng sporting event 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. . %
3. Read the text and discuss the role of taxes as a sqpp_y-shtftmq factor
One of the ways in ays in which the govemment can alter the market is through taxes. *
One such example is in the tobacco market: if the government would like to dis-
courage 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 supply curve will shift vertlcally by the exact amount of thetax. . °

C. TRANSLATE INTO RUSSIAN S o

1. Supply vs quantity supplied. Supply is snmply a schedule” (or llst) of
prices and the quantity supplied of a good at each’ price: It is the entire rela-
tionship between the price of the good and the quantity of the good and: ¢an
be illustrated on a ‘graph with a posntlvely sloped line (curve). Supply is the
whole curve, while a part|cu|ar point'on the curve-is the quantity supplled that
relates to a speCIf c price. The supply curve tells us the quantity supplied ‘at
each and every price. It also tells us the Iowest price one wnII accept to pro—
duce one more unit of the good.
2. Determinants of supply. The goal of a company, once again, is to maxi-
mize profits, calculated as the dlfference between the total revenues and the
total ‘costs of ‘production. So, one of the ‘determinants of. supply: must:be’the
costs of production. As costs of production rise, profi ts-fall; and therefore the
quantlty supplied should fall (shift to the left). Conversely, as costs of production
fall; the profits rise, and the quantity supplled should rise (shlft 10 ‘the right).
Costs include the costs of natural resources such as wood used-in buuldmg a
homme, the costs of labor (wages and benefits), and the costs of the capital.:

When we considered demand, one of the determinants was also population
(the number of buyers). The same is true for supply. One of the detemiinants
of supp|y is’ ‘the number 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 (shift to’ the left) the market to re-
shape/alter the economy.
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- D. TRANSLATE INTO ENGLISH - d -

1. Ons onucanus noeaqeﬂun NPOAABLOB Ha PLIHKE UCNOnNb3YIOT TEPMUH «TIPSAIOXEHUEY.

2. Npeanoxerde — 0AHO U3 GyHAAMEHTANLHBIX NOHATUIA PHIHOYHOR 3KOHOMUKY, O3HaYAI0-
Wee XenaHue n BO3MOXHOCTb NPOAABLA (NPOV3BECTY i) NPOAATH ONPEAEIIEHHOE KONUUECT-
80 TOBapa 32 onpeqenennbm nepuoa BPEMEHN NPY BCEX BO3MOXHBIX LIEHAX.

3B ynpomennou cpopmynupoaxe NPEANOXEHME — 3TO KONMHECTEO Toaapoa npeAcraBneH-
‘HbIX Ha phbiHKe.

4. B 3KOHOMU1ECKON nm'epa'rype NPUHATO paznuyaTh UHANBUAYANBHOE, pbmouuoe u-coso-
KyRIHOE NPeSIONEHME.

5. Beayuwjas pons 8 onpegeneumu noae,qeam npojasua Ha pbmxe anHaAne)KMT ueue

6. LieHa — rnaBHbii akrop, onpeaensioumih oGbem npefnoxeHus. :
.7. 3akoH npefnoXeHUA TnacnT: «Uem BLiwe LieHa, Tem BbiE KONWMECTEO ToBapa, NOCTas-
NABMOTO Ha PLIHOK; W, HAOBOPOT, UEM HNXE LEeHa, TeM MeHblUee KONUYecTso” Toaapa npeA-
NaraeTca NoTpebuUTeNsaM, NPy NPOUNX PABHBLIX YCIOBUAX». '

8. CornacHo 3akOHy NPEANOXEHUA, NPON3BOAUTEND, NPW NPOUMX paBHle ycnoaunx vm.na-
NSieT rOTOBHOCTL NPOAATh ToBapa Tem Gonbiie, Yem BbiLile CTAHOBUTCH LieHa Ha polHKe, ro-
CKONbKY UEM Bblllle LEHa Ha NPOU3BOANMLIA ToBaP, Tem GonbLue ero’ npubeinis: U Hao6opo1'
YMEHbLLIEHUE ‘LieHb! YMEHBLUUT KOfIMUECTB0 NOCTABNSEMOro Ha pLIHOK ToBapa. Mpu 3ToM cy-
WeCTBYET HEKast MUHUMATbHAS LieHa, ke KOTOpOM npo.qaaeu He 6y.qu npoAaaaTb Aa@HHbI#
ToBap Boobwe.

9./0O6pem (Benwmua) npennox(enm oanaqaer Konmecrao Tosapa onpeAeneuHoro vaa
' XOTOpOe NPOAaBeL XeNnaeT U criocoBeH NOCTaBUTL Ha PbIHOK NOAaHHOA LIEHE B AaKHbIA ne-
‘pvoa BpeMenn. NpAMas’ CBA3L MeXAY. LIeHoW - ToBapa i 06LEMOM NPEANoKeHUs — npk: npo-
\4MX PABHBIX YCIIOBUSAX — HOCUT Ha3BaHUE «3akoHa’ npeAnoXenns». Ero maduveckoe BbIpa-
WeHne NpeacTasnsieT COBON KPUBYIO, UMEILLYIO NONOXMTENbHBIA HAKNOH (T.e.. HanpasneH-
Hyto BBEDX, Cnesa Hanpaso). Kpusas NpeAnoXeHun noka3slBaeT, Kakoe xonuqecrao 'rosapa
MY MIMEHAIOLMXCA LieHaX n npo-mx paBHle ycnoaunx nocraanﬂerca Ha pblHOK 3a AaHHbIVI
NEpuOA BpEMEHN,
10. NameHeHne obGveMa npeAnoxceHua O3HayaeTr nepememenue c: OAHOM TOLIKM Ha Apyry»o
TOUKY Ha, ORHOW KPUBOIA NPeANOXeHUs. MNpUunHON MaMeHeHUA 06BeMa NPEANOXEHNA CRYXUT
aMeHeHMe LieHbl ToBapa. PbliHOMHas LeHa Ha TOB3p AAHHOMO BUAA U 06Lem ero npeanoxe-
HUR MAYT KaK <HEpaanyuHas NapouKas: Ans KAK/AO0N LEHb! — CBOIN OBLEM npep.nomenuﬂ }
11: Mpachueckn, UIMEHeHNE B NPEANOKEHUN BLIPAKAETCH B CMELLEHUU: BCEW KPUEOW fipes-
NOXeHuA. NUGOo BRPaeo . (ysenuueHue NpeanoxeHms), nu6o Beso (COKpaweHue NPeAnoxe-
Hus). TIPUMMHOR TaKMX CABUIOB KDMBOW SBNAETCA HE U3MEHEHME LiEHb! AaHHOTO TOBapa, a
¥3MEHEHWe APYruX, HeLeHOBbIX (hakTOPOB NPeANOxeHNA. K HUM, B 4acTHOCTU, OTHOCATCA:
u3nepxkn npouasogcnaa NPOUIBOAUTENLHOCTE TPYAA; YUCHO NPOUIBORUTENEN AaHHOrO BY-
Aa ToBapa, LieHa PECYPCoB; Hanom; oxmaanwe byayLero U3MEHEHUR LIER 1 Npovee.

12. Kak u B cny4ae Co CNpOCOM, LEHOBAA 3M1aCTUMHOCTL NPEANOXEHUN (UM NPOCTO ~ 3na-
CTMYHOCTb NPEANOXEHNS) ~ 3TO: CTEeNeHb YYBCTBUTENbHOCTU KONUYECTBa NOCTaBAAEMOro
NPOAABLAMW TOBAPA K U3MEHEHMIO LIeHb! Ha 3TOT ToBap. .

13. 3NaCTUYHOCTL NPEANOXEHUS UIMEPAETCA OTHOLIEHVEM npoueHTHoro UIMEHEHUA 0Bbe-
Ma NPEANOXEHNR K NPOLIEHTHOMY M3MEHEHMIO ero LeHbl. Ha rpacduke ‘CrenéHb Takoil YyBCT-
BUTENLHOCTW BHAHA NO 'HAKIOHY KPNBOW npe.unox(euun YeM - HUNE " ‘-lyBCI'BMTeanOCTb TEeM
Kpyue KpuBas uaeT Bsepx.

14. 3nacTusHoe NpesnoXeHue — 3To npenno»(enme oﬁbeM Koroporo uameunerca scnep. 3a
waveHeHaMU UeHb!. MPeAnoKEHMe, HE3HAUMTENBHO UIMEHAIOLUEECH HECMOTPS Ha koneba-
HUS UEHBI, HA3LIBAIOT HEANACTUUHLIM. TTPN HYNEBOI 3NACTUMHOCTH, UM aBCONKTHO Heana-
CTUNHOM FAIPEASIOXEHUN, KDUBAES NPEANOXEHWA HanpaeneHa BepTUKanbHO BBEPX.

ek
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Text 5.3

Supply, Demand Price, and Market Equilibrium:
Putting it Ali Together ;

”Economlc laws are not made by nature They are made by human beings.*
i * ~Roosevelt, Franklin D,
&) lntroductlon So far, we've looked at’ supply, we've looked at demand,
and the main question that now arises is, “How do these two opposing forwg
of supply and demand shape the market?" Buyers want to buy as many -
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
goods that sellers are willing to sell.
(2) The equilibrium market price. In economics; the price at Wthh the quan-:
tity demanded exactly equals the quantlty Supplled is called the . equrl:bnumf‘
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 juste
actly as much as the seflers want to sell. At this price, the quantity of goo
flowing lnto the market from the sellers/being pushed into the market by
sellers is equal to the ‘quantity of goods being pulled out of the market by
‘buyers. The buyers can buy-all that they want, so there is no shortage.
sellers can sell all that they want, so there is no surplus. So, the equilibri
market price is the ONLY price at which the quantlty demanded is equal to 4
quantity supplied (Qs=Qd), and it is the only price that sellers will recelvelagrq
on:and buyers will pay at any time in the spot market. - < ;
(3) Thé market-clearing price. The equilibrium market price is-also referred )
as the market-clearing price (MCP) because it clears the market of/clears a 2
any.excess supply or excess demand. Note that for everything that is- suppl' ‘
to be consumed-and for the market to be “cleared pnce must be equal to
lower than equilibrium price. ‘ e
(4) Market equrhbnum Markets are where demand meets supply When «f‘_
price is just right, so that there is neither excess demand. nor excess supplig
the market is said to be in-(economic) equilibrium. -
“Microecononiics assumes that market equilibrium is the optlmum econo "
outcome. Under the conditions of market equrllbrlum every consumer Wi
wishes to purchase the product at the market price is able to do so and t
supplier:is not left with any-unwanted inventory. The result the market i
clears away, and everyone is happy. '
(5) Market disturbances and market disequilibrium. However, real Ilfe ,
always, is different from simple theory, and. perfect market equrllbrlum is e
before reachlis never reached because in reality demand and supply are}
most constantly changing, making thus the market adjustment an ever go
process. The state of the market that ‘exists when the opposing market ford
of demand and supply are not in balance/are out of balance is commonly
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ferred'to as market disequilibrium. More specifically, market disequilibrium re-
sults‘if the demand price is not equal to the supply price and the quantlty de-
manded is not-equal to the quantity supplied.

(6) Excess demand and supply: effects of being away from the ethb-
rium point. The result of the imbalance between the opposing market forces
of demand and supply is the existence of either a shortage or a surplus
which.induces/results in a change in the price.

A shortage exists if the quantity demanded exceeds the quantity supplied at
the current market price: This condition emerges/results if the market: price is
below the equilibrium price. With- a market shortage, prices tend to rise. Peo-
ple 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 getthe deswed but rare/
scarce product and, thus, bid up/raise the current price. - -

- A surplus exists if the:quantity supplred exceeds the quantity demanded at the
current markét price. This condition emerges if the market price is above’ the’ equi-
librium price.. With'a market surplus, prices tend to'fall. Sellers are unable to séll
as much of the good as they would llke at the current pnce As such they have to

The greater the dlfference (the dlspantyldrscrepancy in numbers) between sup-
ply and demand, the-greater the tendency for prices to change and bring-the
market (that is, the quantities supplied‘and demanded) to a new equilibrium.

(7) Supply-and-demand schedule. Sometimes you have to see it to believe
it. The two most common ways to visualize the way:how supply and demand
interact in a free market are in the form of a table, of in the form of a graph.

If we combine the supply and demand tables discussed earlier in Texts 5.1
and 5.2 onto a single table, we'll get the table shown/given below. The table

dD hed thus obtained is a supply-
S‘upply and Demand schedule and-demand schedule for a

. Number of " Number of i i

) ' good, which in our case are
Price of Widgets Widgets | widgets. It should be obvious
Widgets People Want to|| Sellers Want to|| ot the price of $3.00 is the
S Buy-- . Sell equilibrium price and the quan-
$1.00 | 100 .. 10 tity of 70 is the equilibrium
'$200- | . -9 .- -f . 40 . quliimﬁty Altd any t?ther”pngef
o T =a | sellers would want to sell a dif-"
$3.00 — _,_70 , ,70 = -ferent -amount . than.. buyers

$4.00 - -40- i 140 ‘want to buy

(8) Drawmg a supply—and-demand graph The same mformatron 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 likely to offer their
goods for sale, and with: graphs of demand curves showing the price-quantity
combrnatlons at which buyers are: ready (willing and able) to purchase those
goods.
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To find the equilibrium price and the equilibrium quantity for a-good, it is.nec- *
essary to combine the respective supply curve and demand curve.onto.one
graph. The point of intersection of supply and demand curves.on the graph s -
referred to as the point of equilibrium. The point of equmbrlum marks one. price,
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 balance are termed po:nts
of disequilibrium.

Note once again that in the figures, straight lines are often drawn instead of |
the more true-to-life curves 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 to determine for a given market.

It: should also: be -noted that supply and - demand:curves both are. drawn as.a
function of price. Neither is represented as a function of the other. - :

(9).Reading a supply-and demand graph. In the graph below (Fig.5), we see
that-at. the equilibrium price-P, buyers want to. buy exactly the same amount
that sellers. want to_sell, which means that the quantmes demanded and sup-
phed at that price are equal- (Qd=Qs) ‘

At prices above the equilibrium point. (that is, where Qs>Qd) there lS excess
supply (oversupply) which creates a sumlus of the product while at pnces below -

Prz.ce D Prxce D

’ Equili.brium Point

‘ Excess supply
: B : (surplus) s

Excess demand

3 k!
[ (Shox,:tage) Q,
—_— : _ S RS BN
‘Q Quantity (Q) | ‘ o0 a Quantit}r (Q)ﬁﬁ
Flgures o oss T Figure's.
Market Equrhbnum Excess demand Vs Excess suppl

the equlllbnum (that is,. where Qs<Qd) there IS excess demand-or undersup-
ply’ (See Fig.6). The effect of excess supply is to force the price. down whllf
excess demand creates shortages and forces the priceup. -

“Thé eqilibrium price will' only change when the-conditions of elther supply
demand, or both changé. These conditions are the “all other things” that
mentally held constant when we stated the law of demand or described
supply response to prices. Changes in the conditions of demand.or supply
shift.either the demand.curve or supply curve, or both, This will cause chan
in the.equilibrium price and quantity in the. market .

(10) Government regulation of the market: price- ﬂoors and pnce ce|I|
Theoretically, if left alone, a free market will naturally settle into equmbnum H
ever, the govemnment at times interferes with the market and sets the price f
product in order to protect the interests of either consumers or producers. '
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If the government sets/installsfintroduces a minimum. price for. a market, then
that legal minimum price that can be charged for a good is called the price floor
(Qd < Qs). For a price floor to be effective, it must be set above the market-equi-
librium price:-(See Fig.7) Common:examples-of price floors .are found in agricul-
tural markets such as sugar-, wheat-, or mitk market.. The ‘minimum ‘wage is
also a price floor because it sets a minimum Ievel that employers can pay em-
ployees.

If the government imposes -a maximum price for a market then that legal
maximum price that can be charged for a good is called the price ceiling (Qd
> Qs).-For a price ceiling.to be effective, it must be set below the market equi-
librium price. (See Fig.8). If a price ceiling is set at or above market price, there
will be no noticeable effect, and the ceiling is only a preventative measure.

The price ceilings cause persistent shortages, while the price ﬂoors cause
persistent surpluses. This is the cost of imposing these restrictions: - :
(11) Is price-fixing a “good” or.a “bad” thing? It depends: Some groups
will benefit/will be helped while others will-suffer/will be hurt.- Often when price
ceilings are binding, and.there is:a severe market disequiilibrium, other meth-
ods and ways of dealing. with excess demand; or:shortages,-will-appear; such
as legal non-price rationing, deterioration - [in-.product:. quality, - -illegal
transactrons at prrces hrgher than the cerlrng at the black market -

A TEST YOUR UNDERSTANDING REESTE
1. Decide whether the foIIowrng statements are true or faise:

1. Perfect market equilibrium is unachievable in real Irfe e

2. Real life is different from simple. theories. '

3. The exact shape of the supply-and—demand curve is never known

4. In a free market the price for a good is always a matter of compromise.

5. With market equilibrium no supplier is left with any unwanted inventory.

6. No govemment is able to regulate prices. }

7. The price at which buyers are willing.to buy the same number of goods that
sellers are wrllmg to sellis always a matter of compromrse

8. In a market economy the supply and demand for a grven product: tendto
be constant.

9. A price that is above the equrlrbnum prrce creates a surplus which leads to
alower price. A pnce that is below equrlrbnum creates a shortage whrch
leads-to a-higher price.. - ;. =

10.When prrce ceilings are not brndrng, one can expect to see stch thlngs as’

non-price rationing, deterioration in product qualrty and black 'narkets

2. Choose the most suitable word/phrase: :

1. As price goes (up, down) buyers purchase (more Iess) products.

2. Price (ceilings, floors) cause excess persistent (shortages, surpluses).

3. If sellers are charging (more, less) than buyers are wrllrng and able to pay,
a (surplus, shortage) of product will “resuit. :

4.For the market tobe “cleared,” price’ must be equal to or (higher,
lower) than equilibrium price. :

3. The government-interferes with the market to protect the lnterests of (both
consumers and producers, either consumers or producers).
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3. Fill in the blanks using the words glven below

1. With a market surplus, prices tend to .. '

2. At the MCP people are ... to buy as much of the good as they would Ilke

3. The ... price that sellers wnll receive and buyers will pay at any tnme in the
spot market is the market equilibrium price.

4. At the equilibrium price, buyers want to buy ... the same amount of a ..
that sellers want to sell.

5. The point of equilibrium marks one price-and one ... on which both the
buyers and the sellers .

6. The MCP is the only pnce at whlch the quantlty . is equal to the
-quantity .. N

able agree demanded exactly, fall good only, quant/ty, supplled
4. Complete the sentences: N

A.1. For the market to be “cleared,” pnce must be

2. The equilibrium market price is the price ..

3. Excess demand creates ... and forces the price L

4. There'is neither excess demand nor excess supply when ...

5. The cost of imposing price restrictions is . .

6. Price floors.cause excess ... or per515tent m the market

7. The greater the dlscrepancy between supply and demand the greater the
tendency for ..

B.1.A surpluslshortage exusts if ..

2. Market dlseqwllbnum results |f :

3. If the price is set below the equmbnum market pnce

4. A free market will naturally settle into equilibrium if ..

5.If sellers are charging more than buyers are wﬂlmg to pay, ...

6. If the government sets a minimum pnce the market pnce cannot ..

7. Everyone would be happy if ..

5. Restore the correct word order in'the sentences that follow:

1. Markets supply are where demand meets? -

2. Does the price not force down excess demand. °

3 A excess surplus creates supply of the product. o
6. Answer the following questions without Iookmg back at the text

1. What is the “just right price™? ‘

2. How is it determined in a free market?

3. What causes price to change?

4. How can you define “market equilibrium”? }

5. What is the equilibrium market price/the MCP? .

6. What is meant by “points of disequilibrium”? ) —

7..Who or what pushes the forces of supply and demand out of balance?

8. What do the aims of buyers and sellers differ in?

9. What is a surplus/shortage in economics?.

10.What is a price-floor/ a price-ceiling ?

11.Why do some sellers have to drop the price they are asklng for a good"

12:What makes government quite often interfere with the market?
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13.Can you list-the ceteris paribus conditions for both demand and supply’>
14.Can you offer some observations on how government affects markets
both favourably and unfavourably? -

7. Write a summagz/Render the contents of Text 53 usmg zour own word
as far as possible., S e . .
8. Explain/Describe:

« why entrepreneurs cannot charge any pnce they want to for thelr products
« what occurs to price.when (a) demand increases, (b) supply falls, -
(c) demand rises and supply falls; . -
« why a change in one of the conditions changes elther the demand or the
supply of a good;
¢ how price adjusts to changes in demand and supply;
« why a change in one of the ceteris panbus condltlons changes etther the
demand or the supply; :
« what occurs when the’ quantltles demanded and the quantltles supplled are
notequal. -
9. Discuss: B ‘ '
o the idea of: government |ntervent|on wuth the. market asa good/bad thlng
10.. Comment on the following quotation: : .
» “That-government is best that governs Ieast g Thomas Jefferson ,
' "Econom/c /aws are not: made by nature They are made by human beings.” -
» Roosevelt Franklin D.

- B.FURTHER READING ,

1. Read the text below and answer the guestlons. p
o Whatis rationing? - o
« What are the two basic kinds of rat/on/ng’? : -

o ‘What was the first non-food commodity rationed. i in the USA dunng the

World War 117 Why? '

The word rationing can be rather mlsleadunglconfusmg as it is-often used:
as:a short-cut for two quite different terms, — that is "pnce-based rationing”™
and ‘non- pnce(—based) rationing”. Ratlomng as.such is necessary as long.as
there are “too many people chasing for too few goods”. in terms of econom-
ics, it simply means that whenever there is scarcity of supply relative to de-
mand there must be some means for distributing the goods in question. One
of these ratlonlng devices is price. -

Using prices to ration goods and services means that those with the most
money (or other assets)-and who want a product the most are first to receive
it. Such rationing- happens dally in a market economy iti is a corner~stone of
capitalist economy. -

Non-price. rationing- follows other pnncnples of dlstnbutlon One of them is
the “fair share” or “quantity-based” principle. During-the -Second World War,
for example, you couldn't just walk into a shop and buy as much sugar or but-
ter or meat as you wanted in the United States. All these things were ra-
tioned, which meant you were only ailowed to buy a small amount (even if
you could afford more). The government introduced rationing because certain
things were in short supply during the war, and ratuomng was the only way to
make sure everyone got their fair share :
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War ration books and tokens were.issued to each American family, d|ctat|ng
how much:gasoline, sugar, meat, shoes, nylon and other items any one:per-
son could buy. Interestingly enough, the first non-food item rationed was rub-
ber. The Japanese had seized plantations'in the Dutch East lndles that pro-
duced 90% of America’s raw rubber. President Roosevelt called on cmzens

to help by contributing scrap rubber to be recycled: old trres old rubber rain-
coats, garden hose, rubber shoes, bathing caps.

2. Read the text below and answer the following questrons :

* What are the two kinds of non-price ratlomng methods mentloned in the text?-
o What are ration' books? ‘

» What are the positive and negative sides of quantity-based ratromng'?

When it is megal to buy or seli.a product at a highier price; the only way
consumers ¢an compete for the goods in shortage/short supply. is either
through legal non-price competmon or through illegal transactions at. pnces
higher than the ceiling. The results include forgone consumption, ‘queuing,
bribery, illegal sales, and other “black”, “grey” or “informal” market behaviour.

For example,-due to-severe shortages of a whole range of commodities dur- -
-ing. World War I, most of
‘ RB.{ ~ the warring. countries : at--

. ] e varing coun
6: MlNISTRYOF Foop | lempted to equalize pro-

duct distribution by rationing

1953-1954 . . - ~ and price fixing. In order to

RAT' N B o. K _ensure that everyone got a
~fair * share of what wa$

Surname, wsh Initiats..__|. available, the Governmens
o o M / 22 j » =y ~ 1 of the UK was also forced
e 97) I 5::0 ' R to introduce rationing of es-
\ A . - sential and. .non-essential

IF FOUND RETURN | SerialNo™ || goods.-Ration books wers
TOANY FOOD OFFICE| ‘BF 914246 | issued, ..These . contained
| S . —--1'] Ccoupons, - and shopkee|
’ ‘ ™ ers cut out the releva
number of coupons when a customer bought goods Still, the less scrupulous:
tumed to the black market and a Ilvely smuggling. tradelextensnve black-market,
operations developed between Northem ireland and Eire. Tea and sugar wem/’
smuggled.south in retum for butter and bacon.which travelled north. - ‘
3. Read the text and answer the following questions: :
o Why is it impossible to imagine. a weII-funct/onrng economy : nowaday
without any government’ lnterventlon?
o What: are the main functions governments perform in modem economres"
» What is'the main problem with govemment intervention? ;
" Government plays an important economic. role in all modern economies, in
cluding. market economies. Indeed, it is-hard to imagine an economy with
government role whatsoever. A well-functioning economy requires that the goy
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ermment play a role-in maintaining law and order and defending people against
extemat enemies. This point has an important. appllcatlon in understanding poor
economic performance in cities and countries in which crime is prevalent and
shop owriers’ costs are high because thieves frequently rob them. The govern-
ment determmes property rights and maintains a court system that resolves
economic drsputes over contracts and other agreements. Governments provrde
aSS|stance to the poor, | both through direct expenditures and through mcentlves
for private chantles to provrde assistance:

True, markets free of any government intervention may function: well in
some respects, but will function poorly in others. So, the problem with gov-
ernment intervention is how to get to know whethér 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 polncues
4. Read the text below and answer the questions:

o What are the basic assumptions-the: neoclassical eoonomlc theory of human
behaviour is based on? Are they-all true to life?:

Perfectly rational person: Laws of behaviour.. Neoclassrcal economics
begins by assuming that:people want things and that the. amounts .of: these
things-are limited.-That's: easy to believe..Secondly, economics goes.on to.as-
sume that people try to maximize utility:—that people really will try to lmprove
their “satisfaction levels”. That's fairly easy.to believe, too.

- A third assumptlon is that people are rational. Inthe theoretlcal world of
tal.economic rationality” :each person W|II compete with others to get ahead I
will offer more to buy something before you get a chance at it. 1 will Undercut
you and take" your customers., Personal’ feellngs of kindness or thoughtfulness
for others never have any mﬂuence ona person s behaviourin th|s dog—eat dog
world of “let the' devil take the hindmost”! .

For centuries economists have talked about the fictional “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 gettlng or making somethlng and would always spend money in the abso-
lutely most éfficient 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 re-
duce risk — that’s the:idea behind insurance! Generally,: anythmg that reduces
uncertainty- and-risk helps people make better decisions which in tum makes
them happier. Also it-assumes-that-our wants: are insatiable — that we'll al-
ways find somethlng to want-more of. . . :

Pure economic theory of human, behavrour is based on aII these assumptlons
Are they all true? No. Not exactly. But is it close enough to the truth to help us
to get some understandmg of how people behave? Yes. At least economists think
so. They think there’s enough truth in these “laws of behawour" to help us to
understand better why people do some of the thlngs they do.”

113



C. TRANSLATE INTO RUSSIAN 5
1. A key function of the market. To this point, we have consudered the Iaws
of demand and supply separately. 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, the 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 wiil supply all other things held. constant
In mathematlcal terms, these relationships are. expressed as: A
C ' Qd = f (price, constants) . .
Qs:= g (price, constants) - . ,
2 Pnce as is known acts' as aregulator.of the: quantlty of goods and ser-;
vices'demanded and supplied. If the price of-a good ‘is too high; consumet's
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 sup-
plied and the quantity demanded ‘are in balance.:Under these ‘conditions, the
‘'willinghess and ability of consumers to pay equals the wrlllngness and abllrly
of producers to supply/to offer goods for sale:
3. Pricing. In a free market prices-are determlned by trade/prlce agreemerl
between buyers and sellers rather than by government The prices buyers afe
__wrllrng ‘to pay for a commodity and:the prices at which sellers are wnlllng fo
_part_with that_comimodity are directly | influenced by supply and demand. In
abstract terms, the price is thus defined as the equrhbnum pount of lhe
demand.and the supply.curves, which represent the pnces at ‘which. buyeh
would. buy (and sellers sell) certain quantities of thé good in questlon /A prige
_above the equilibrium point will lead to oversupply, while .a price below the
equilibrium_point will lead to.the opposite situation (undersupply) When llp
price a buyer is. wnllrng to pay coincides: with the- pnce a seller is wulllng to
offer, a trade occurs and.price is determined.
4, Price ceilings. A price ceiling.is an-upper limit for the pnce of a good ona
a price ceiling has been put-in; sellers. cannot charge: more: than that. Price
ceilings are usually-put in to benefit buyers. In most cases, price ceilings are
set below the market equilibrium price, which: is. likely to cause be a shortage
of goods. For instance; if the government thinks that the market pnce of bred
is too high, then they mlght install a price ceiling. : ,
If the government puts in a price ceiling; than the quantrty demanded y
exceed the quantity supplied, meanlng that not enough bread will be supph
to satisfy demand. Such a situation is called & shortage: Because price
ings are installed in the interésts of the buyers the government has to d
which situation is preferable for the buyers: not belng able to afford
bread, or not having enough bread to go around.
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5. Price floors. The opposite.of a price ceiling is a price floor.. A price floor-is 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 benefit sellers:-
For example, price floors “are 'sometimes: used for agricultural -products.- The
~ market price can sometimes be so Iow that farmers ‘¢annot 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 quantlty supplied exceeds the
quantity demanded. Such a situation is called a surplus: farmers produce many
more:crops than buyers want to buy at the new, higher price.
6. Black market is the selling or buying of commodities at pnces above the
iegal ceiling or beyond the amount allotted to a customer in countries that
have placed restrictions on sales and prices. Such trading was common dur-
ing World War 1i wherever the demand and the means of payment exceeded
the available supply. in the United States black-market transactions were car-
ried on extensively in meat, sugar, tires, and gasoline.. in Great Britain; where
. clothing and liquor were rationed, these were popular black-market commodi-
ties. In"the United" States, rationing terminated-at'the end-of the war;: ‘but-a
black ‘market in automobiles and bunldlng ‘materials ‘continued while the scar-
city lasted. Black marketmg is also’common in exchange of foreigr' for’ do-
mestic currency, typically in those countries -that: have set the official ex-
change 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 foreign currency through a
‘fear that the former is losing its purchasing power‘as a result of inflation. -

D. TRANSLATE INTO ENGLISH 5’
A, 1. 3aKoH CnPOCa U NPEANOKEHNT ~ OCHOBHDIE 3aKOHbI PbIHKA.
2. JKOHOMUHECKUE 3aKOHBI ~ 3TO 3aKOHbI, MPUAYMAaHHLIE NIOALMU, 8 HEe 3aKOHbI MPUPOALI.
3. PeanbHan Xu3He CUNLHO OTNIMHAETCA OT €8 YNPOWEHHOro TEOPETUUECKOTO ONUCAHKS.
4. PolHKU — 3TO MECTO BCTpeuu cnpoca u npegnoxenus. Korga Het vy usbbirka cnpoca, Hu
136bITKa NPEANOXKEHUA, TO FOBOPSIT, YTO PLIHOK HAXOAUTCA B JKOHOMUHECKOM PaBHOBECUU.
5. WnTepechl NpoAasua v NOKynarens Ha pbiHke NPsIMO NPOTWBONONOXHLL. OAHN XOTAT Kak
MOXHO GonbLie u AopoXe NPoaaTh, a BTOPbIe — kak MOXHO Gonblue u-geluesne KynuTb. o-
3TOMY [NaBHbIA BONPOC NPy PbIHOYHOM 0GMeHe — 3T0 BONPOC KOMNPOMMCCA.
6. PriHouHOE paBHoBecHe Npeanonaraet, yTo KOnNMYecTBo TOBapa, KOTOPOE NOKYNaTenu xo-
THT MpUoGpPECTyH Mo AaHHOW LeHe, TOHO COBNaAaeT C KONWU4ECTBOM ToBapa, KOTopoe npo-
AasLbl FOTOBLI NPOAATL NO 3TOW Xe LeHe.
7. Ecnv yeHa TOBapa TakoBa, YTO KONUYECTBO TOBApa, KOTopoe noxynarenm XoTAT npuobpe-
CT!, TOYHO COBNAAAeT ¢ KONUHECTBOM TOBApa, KOTOPOEe NpoAaBtibl FOTOBLI NPoAaTh, TO AaH-
HLIi OTpacnNesoil pbiHOK HaX0AUTCA B pasHoBecyn. CnefosaTtentHo, poiHoYHOe paBHOBecHe
~ 3TO CUTYaLUA, NPU KOTOPOW CPOC PABEH NPEANIOKEHIO.
8. B cnyuae HapylLieHUs paseHCTsa MEXAY CMPOCOM U NPegnoXeHneM PLIHOK OKasbiBaeTcs B
pasBanaHcuposaHHOM coctosiHnn. B pesynbTarte, Ha phiHKE NOSIBNSETCA HEXBAaTKa UMW, Ha-
ofopor, usbbirok T0Bapa, YTO BbibIBAET, B CBOI0 OYEPEAb, CMELIEHNE PLIHOMHON LiEHb! CO-
OTBETCTBEHHO B 6ONbLIYI0 UMK MEHbLIYID CTOPOHy. Yem Gonblie CTAHOBUTCA PasHmM-
Ua/pasbexxa Mexay Cnpocom U fpeanoXeHueM, Tem 6oMbile MEHSIOTCA LieHb!.
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9. lnst TOrG, YTO6L BCE 7O, 4TO -BbINO nocraaneuo Ha PHIHOK, OLINO packynneno, w PHIHOK

COMUCTUNCAY, HEOBXOANMO, YTOGbI ueHa Ha TOBap COOTBETCTBOBANA paBHOBECHOM pblHO‘l-
HOI ueHe unuv Gbina HYxe ee. R

10. V3GbiTok TOBapa Ha pblHKe aosnuxae‘r Toma xoma oneM npep,no»(enun npeabnuaer
ofbem ‘cnpoca. . B .aTX .ycnoBusx. L EL TR He B COCTOAHMW. NPOAGTL CTONbKO TOBApa,

CKoibkG O, XOTerm Gl IPOAATL NO TekyLUed LeHe, U UM NPUXOAVTCA CHYKaTL ueny Ro Tex
NOP, NOKa NOTPEGUTENH He 3aXOTAT PacKyNitTL OCTABILMIACK Y HWX HA PyKaX TOBap. -

11. Tpw HexBaTKe ToBApa, NOKYNaTeni, xenas npUoGPECTY HEOBXOAMMIA WM TOBaP, KOHKY-

pUpyIOT Mexay coGol;’ «nioabusany TeM CaMbiM LieHy TOBapa. [pH PesKo BbIpaKeHHOM pac-

XOKASHUA MEXEY CNPOCOM U NPEANIOKEHUEM UMEIOT MECTO HeLeHOBbIe: CTiocab npeoaone-
HUR AeUuMTa, Takve Kak rocyAapm'BeHHoe perynupoaanue yXyALLEHYE KavecTea Toaapa "
HeKOTOpLIe ApyrVe. .

12, B HexoTopbix criyuasx r'paawrenbcrsy npmxonmca BMemMBaTbCﬂ 8 dayuxuuonupo—aanue
PLHKA U YCTAHABMMBATL TO, YTO. HA3LIBAETCA «LISHOBLIM NOTONKOM» 1 «UEHOBOR ROPOroM»
AN onpeaeneHHoR rpynnisi Toaapoa ‘-lTOﬁbl 3au4wrvn'b WnTepeck! coomercrseuno noxyna-
Tened unu NpoAaBLIos. . :

18 I/lcropu eckan npamxa noxaauaaeT uTo: nonnocmo ofputam nonomenbnue csou-

Hbl-MIPUBETAIOT, k KOMAHAHBIM METOAAM xosﬂucrsoaanm B axcrpeuanbuux cmyaquﬂx (Boﬁ-
Hbl;- CTUXMiAHbIE: Gep.creun W), OAHaKO ¢ynxuuouuposauue KOMaHZHOM 3KOHOMMKM Ha
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I'IPMJ'IO)KEHME.1.

[Zl Cnyx(eﬁubre cnoaa a about above across after, against, all, “along, although
among, amongst, an, and another. any, anybody, anything, around, as, at, because, back,
before, behind, below; besides, between, beyond, both, but, by, down, due, during; each,
either, every, ‘everybody, everyone, everythlng, few, for,‘from, he; his, her; him, himself,
how, I; if, in', into; it ,’its, rtself like, many, me, mine, much, my, neither, near, no, nobody
none, nof, not nothmg, ‘of, on;-one, ones, onto, ‘'of, opposite; other, others, our, ourselves,
out, over ‘round, 'since, somethmg, the; their; them, themselves; these, they, this, those,
though to, toward;  under, unless, unlike, until, up; us, we, what, when, where, which,
while, who, 'whom whose why, wrll wrth wrthm wrthout would yet you your, yours

yourself:

(%] Henpaeunbnue 7] MOAaﬂbele rnarom:r be (are , been be/ng, is , was, were)
bear _beat, become, begin, bid, bnng, build, buy. can, choose, come, cost, oould ‘cut, deal,
do, draw, drink, drive, fall, fi nd, forgo, eat, get, give,.go. grow, have, hear; hold; hurt, keep,
know, lead, learn leave, Iose Iet make, may, meet mlght mlslead must,overcome pay,

1N nonuosna-u-rble cnoaa us nexcuuecxoro Mmmmynwa 3a_Kypc.cpegHen.
adjectlve alone, ancient, answer apartment aware, back, bad .bird,. black bleod; bread

drsh dlscuss dozen dream early, easy, egg, end,. endless Englrsh enjoy, example ex-
" ercise, family, fan, famn, farmer father ‘favourite, fi rst t‘ sh; food, forest,-fourth, free, frée-
dom, Friday, fnend full,-fun, game,, glad, glass,. good government grade great, Greek,
hand, happmess happy, heart, help, high, "home, hope, hour, house; hungry, kill, knowl-
-edge, land,. language;:large;. lesson,. lelter. lrfe lifetime, like, llsten lrttle i e,long, Iook
love,. low, fuck, lucky, lunch; man, Maths milk, mrllron, money, momlng, -movies, music,
musical, name, nation, new, news, newspaper, night, navel, old, open, paper parent, par-
wot, parents, past, people, perfect; phone, place, play, player pledse, polmcs .population,
question,_railway, ready, road, .room, school, second, shelf, :shop, short ‘small, society,
square state story,- sugar,: sunlrght sure, talk task taste team, teeth thrng, thrrd Thurs-

want war, wash watch water week weekend welcome wrsh word work world worry

wrong, yard, year. ‘

M Npoctuie, cnomubreucocraaubre Hape\ma aproad ahead almost already, also
always, anyhow,.anyway, apart,- away, -awhile; best, better, else even,-evef,. everyday.
everywhere, far, fast, first, further, here, however, just, less, .maybe,-mere,..mare, most,
never, nevertheless, next, now, nowadays,-often, once, only, _othenmse outwards rather,
quite; seldom, soon, sometimes, still, then, there, therefore, thus, throughout today, to-
gether, too, up, very;:well; whenever whereby, whether whtchever whatever, ;yes. .

M1 ¥l MpounisoaHblie Hapeuus: acoordrngly, actually, altematrvely, autsmatically; barely, ba-
sically,brdadly, “carefuilly;: cheaply, clearly, - closely, : collectively, -corimonly,’-completely,
consequently, consrderably, constantly, continually, conversely;-differently,” directly, early,
easily; econoniically, effectrvely, efficiently::equally; especially,-essentially; exclusively, ex-
tremely, “fairly, findlly; firstly, fourthly, freely, fully, generally, governmentally, -graphically,
highly, increasingly, independently, individually; inherently, instinctively,:intensely, inter-
chanigeably, intuitively, inversely,: ironically; largely, lastly;. legally; legitimately,-marginally,
mathematically, mentally, mostly, mutually;. naturally,. nearly, neatly; necessarily, normally,
obviously, ordinarily, originally, partly, perfectly, personally, physically, possibly, potentially,
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practically, precisely, previously, primarily, privately, probably, purely, really, quickly, rela-
tively, roughly, secondly, separately, significantly, simitarly, simply, socially, sparingly, spe-
cifically, strictly, subconsciously, synonymously, temporarily, theoretically, thirdly, thought-
fully, traditionally, truly, typically, ultimately, unfortunately, universally,” urgently, usually,
variously, widely, wisely; downward(s) rnward(s) outward(s), upward(s)

M WnrepHaumonanbhuie cnosa: A. abstract, abstraction, aggressiveness, altematrve
analysis, analyze, anti-protectionism, antithesis; .archaeology, archetype, aspect,: author,
automobile, bankruptcy, barrier, barter, biology, biock, brand, broker, -candidate, capital,
caprtalrsm capitalist, category, ¢ cent, center, central, character, charactenstrc charactenze
classical, classification, classify, club, collective, company, compensate compromise,
computer, ‘concert, cooperative, credit-card, concrete, contact, contéxt,.contrast, copy,
corporation, corruption, criticism, criticize, critics, culture, dealer, demagogue, drscrplrne
dollar, ecological, ecology, economic, economical, economics , economist, effect, elastic,
elasticity, ‘electricity, elementary, element, energy, equivalent, etymology, evolutionary,
fact, factor, finance, financial, firm, footbali, form, fundamental, geography, graphical, gui-
tar, history, horizontal, idéal, idealize, information, infrastructure, ingredient, instinct, in-
strument, rntensrty lntemet interview, intuition, know-how, litre, macro-micro, macroeco-
nomics, material, mathematical, maxrmrzatron maximize, maximum, mechanics, mecha-
nism, mesoeconomics, metal, microeconomic, microeconomics, ‘migrant, minimization,
minimize, ‘minimum, minute, model, moment, monopolist, monopolistic, monopolize, mo-
nopoly, monopsonistic, monopsony, moral, moralists, motivation, neoclassical, norm, of-
fice, ohgopoly, olrgopsony, optimal, optrmrst optimistic, optimize, optimum, organlsm or-
ganrzatron organize, orientation, parallel, passive, penny, pefiod, phrlosopher physrcal,
plan, plus; political, potential, practical, prefix, prestige, principle, process, program, pro-
portional, qualification; radio, realistic, recommendation, regulate, rehgrous -resource, res-
taurant, resuit, rhetorical, rrsk role, sector, separatrsm signal, situation, socialism, 'social-
ist, socio-economic,. socioeconomics; specialist, specrahze sports, standard, station; ste-
reo, stimulate; style, subjectrve synonym, synonymous, system, tactics, talent, technologt-
cal,” technology, telephone, television, termrnology, terronsm text theory, tradrtronat
transport, trilogy, typical, university, vertical;

B. activate; agent, arena, approximate, attack, balance, basic; based, basis, busrness cat
culate, chance, class, combination,‘command, communal, component, composition, con-
cept, concession, constant, control, cooperate, cooperation, demonstrate, ‘department,
discussion, detail, diagram, drscomfort disparity, doctor, effective, ego; exclusive, fantasy,
final, finish, fluid, focus, function, functional, generate, global; graph, hospital, human, idea,
identical, identify, illustrate, illustration, individual, industrial, inelastic, informal, innovation,
inteflectual, intelligent; intense,” international, intervention, -legal, limit, local, manner, ma-
chine, manager ‘mental, ‘method;-mineral, modern; monetary, motivate, national, natural,
nature, negative, opponent, option;’ person ‘personal, popular, position, positive, practice,
private,: problem product, productive;-progress, public, radical, rational, real, reality, sea-
sonal, series, service, social, sort, speaker, special, 'specific, start, stop, stmcture student
tendency, total, training, transform,’ type, unique, universal, vacant, zero; :
C..academic, act, action, activity, advocate, affair, affect; aggregate, argument;. brt carda.
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D. accordance, according, accounting, advance, -affection, affixed, agncultural argue.‘
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categorization, ‘circulating, combine; common, communicate, community, compare, ccm-
plete, consist, contain, continue,. contractual, contrary; contribute, construct, core, corner-
stone, commesponding, course, crime, criminality, curve, depict, determinant, determine, di-
minish, direct, disequilibrium, distribute, distribution, divide, dominance, dominate, domina-
tion, double, economize, efficiency, efficient, emphasis, equal, equation, equilibrium,
equipment, escape, essence, establish, estate, evaluate, -evaluation, exam, expand,.expli-
cate, explicit, fix, foundational, foundation, future, govern, govemmental, gravity, illegal,
ilegitimate, imbalance, imperfect, implicit, impractical, inadequate, indicate, indirect, in-
duce, inequality, infinite, inform, institution, institutional, interaction, interested, -interfere,
inter-personal, interrelated, intersection, introduce, introduction, investment, “labour, . line,
location, mainstream, manifest, manufacture, margin, marginal, market, matter, mix, mod-
ify, non~corporeal non-market, note, number, observe, occupy, opportunity; oppose, 6p-
-posite, orient, origin, package; pair,.part, partlcular percent; percentage, personality, point,
politician, prepared, pressure, prevent, primary, produce, protect, provide, pure, quarter,
range, rate; rationing, reason, reasonable, reclaiming, recognize, recycling, reduce, reflect,
regularity, regulation, relate, relation, relative, relevant, remark, rent, represent, reproduce,
residential, self-interest, select, sense, sensitive, sensitivity, serve, separate;. shape side,
stripped, stick, storage, sum, tax, théorist, theorize, tend, term, tour, traad turn umverse

urban, utility, valuation, vanable variety, various, vnsuallze web '
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extend (1) -: | [ stend} - - - pacnpocTpaHate
extent (2). . [1K stent] | obbem, crenets -
| extension (1) (Ik‘s(enfgn] | npoaxeHHoCTL
|extra ) |lebstl = ‘iﬁﬂ::3“}?222:‘:Hﬂ°§2§§2.:‘"“ "
extreme (1) [rk'strizm]. - - | Ype3MepHbIA -
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face (18) T[fe];S] CTankuBaTbCsl, CTOSTh NEpes (Kemlm
facilitate (1) [fo'stixtert] obnervats ‘ T
fail (3) [ferl} . - (no)TepneTs Heyaauy; He yAaBaThCs . ,ﬁ
failure (1)- [ ferlja) - Heyaaua ) ’ -
familiar (2): {fo'm1l1a] be ~ with ObiTb 3HAKOMbLIM
far-reaching (1) [.fa: ri:tf1n) nMerwmiA BonbLIe NepcnexTUBLI .
far-sighted (1) [ fa: sartzd] AANEHOBUAHIA ]
favour (1): [fetva] in ~ B NONL3Y
feature (2) [ fitfa] XapakTepHas 4yepTa; npusHax
field (2) [fi:1d]) .| obnactb
figure (5) [ figa) 1. pUCyHOK; 2. ~ out NOACHUTLIBATL
fill (2) [f1) 3anN0NHATL, HANONHATH
finished (2): [ frozft] 1 ~ goods KOHEYHbIE ToBapb!
finite (12) [ farnart] KOHEYHbiN, OMPHUHEHHbIM
fire station (3) [ faza 'ste1fan] noxapHoe aeno
fit (4)" [fx] NOAXOAUTH, COOTBETCTBOBATD
fittest (4) [ fittost] -3A. CUNbHERLLIMA .
flea (1): [fli:] xo,:far!(-et, 6NOLLUHLIA" PbIHOK, “Oapa-
flexible [ fleksabl) | (1) rubkun; nerko npucnocabnusaembiin’
fioor (8): [A2:] price ~ MUHUManNbHLIN YPOBEHDL LeH
: 1. Teub; npoTekars; 2. to go with the ~
flow (4) [flou] NNbITL NO TeueHuio; cash ~ AeHe)KHbIVI
| NOTOK HANNYHOCTH
fluid (1) [ flu:xd] nuxksuAHLIA (0 kannumane)
follow (7) [ Dlou] cneposath
force (16) [£:9) 1. cuna; 2. 3aCTaBnATb, BEIHYKAATE |
forgo (4) [P gav]’ OTKa3olBATLCS, BO3AEPKUBATLCS
former (1) [ H:m3)] nepsblii )
foundational (1) faun de1fonal] hyHAaAMEHTaNbHbI
framework (1): [ frermwork]. within the ~ 8 npeaenax/pamkax Yero-n.
fresh (1): - | [fref) ~ water npecHas 8oaa |
fulfil (9) | e ?;r};?;mb AEenath, UCONHATS, ocyLue
further (2) [o:08) ;r;ac;:?:mosa‘rb COAewCTBOBATD, npo
gain(15) . |[gem] i A0%OR: S AONORM: 2. oMY |
ap (2) [a=p] 6peLws, npoben
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garbage (1)

[ ga:b1dz) Mycop -
general (11) [‘dzenaral] ggggmenecneumanmanpoaauubm in
gift (4) arft] Aap, nopapok
give (5). [ng] ~ up oTKa3blsaTbcs, bpocatb B
goal (14) {goul] uens
good (74) [gud] ‘ zg::%nnaigbaa economic ~ 3KoHOMU4E
govern (1) [ gAven] ynpaensaTs
grdcer ) | 1 grousa] - ;zp:‘::?'iu 6axkaneiHbiMu ToaapaMw 6aka-
growth (1): [groub)] €economic ~ 3KOHOMUMECKU pOCT
guide (1) [gard] Hanpasnsitb
half (1) [ha:f] nonoBMHa
happen (4) [ hapon] cnyanb‘(:ﬂ NPOUCXOAUTL
hardship (1) [ ha:df1p] ~S TPYAHOCTH :
health (2) [hel8] - 3/10pOBLE; ~ care :mpasooxpauenme
hire (2) [hard] . HaHUMarb Ha pabory
hold (3) fhauld] cyMTaTh, Nonararb
household (5) ['haushauld] " (pomaliiHee) X03aucTBO -
housing (1) [ hauzrg] Kunbe - )
human-being (4) '

[hjumah “bizig)

venoBex .

ie. (11) COKp. om id esl - To ecTb
illegal (2) [Tli:gal) HE3aKOHHbIA, NPOTUBO3AKOHHbLIN -
illegitimate (1) {1l dzntimit] NPOTUBO3AKOHHBIA
imaginary (2) [r madznarI] BOOBpaxaeMblit; HepeanbHbIi
imbalance (1) [1m'balons) HecooTBeTCTBNe
immovable (2): [T mu:vabl] ~ property HeABWXUMOE UMYUIECTBO
imperfect (2) fim’'pa: fikt] HECcoBepLUEeHHbIR
impilicit (1): | [1m‘plrsm) ~ COSt HEABHbIE U3AEPXKKN
importance (1) [1m'p3:tans] 3HaUMMOCTL.

| important (19) [1m’po:tont] BaXHbIA

.| impose (2) [im'pauz) . obnaratb (Hanorou .. ) HaBA3aTh
impossible (2) [xm'posabl] HEBO3MOXHBINA

impractical (1) .

HEOCYLWIECTBUMBIM

| [xm’ praktrkal]

improve (6) | [im'pricv] ynysywarth(Ca); COBEpLIEHCTBOBATh(CS)
inability (1) | Lmo'brire] - HEBOIMOXHOCTS
| include (15) ‘[m Ku:d) BKAIOMATD
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income (9) [ 1gklcAn/ “1n-] A0X04, NPUBLINL :J
increase (5); {* nkrizs] yBenuueHue, pocr L
increase (11) [mkris] BO3pacTaTb, yBENNUUBATL(CA) ]
indicate (4) { Indrkert] nokasbiBaTb, yKa3biBaTb :
indirect (2) . [,indx'rekt] KOCBEHHbIiA, HenpAMOn
inescapable (3) [InT'skepabl] | HeMabexHbii
infinite (1) [mfion] - Be3rpaHnuHbIi
influence (7). (' mnflusns] 1. BAURHKE; 2. BANATL
‘ ' ~ choice-decisions peweHus, npunﬂme
informed (1): | [in*f>:md) Ha OCHOBE. UMEIOLIUXCA
: | ceeaeHuit
inherent (3) {mn'h1eront) CBOVCTBEHHbIN
inherit (1) (10 hertt] yHacneposartb
innovate (1) [ navert]- BBOAVTH HOBLUECTBA
innovation (2) [,na'verfan] HOBLIECTBO . -
 Linput(s) (4) [ 1nput] BKITaA
| instance (2): T mstans] for ~ Hanpumep

institutional (2):

-[,Instr tju: fanl]

cM. arrangement; ~ economics MHCTVITy-
LUOHANbHAA IKOHOMUKA s

‘| insurance (1): . {1n’ fuarens) ~ policy cTpaxoBoi noauc
" | intangible (5) [1n’ tznd3abl] HemaTepuasnbHbIi
intend (3) {1n"tend] npeaHasHa4arb(ca)
intention (1) (1n'tenfan] HamepeHue
interact (1) [.intar akt] B3aUMOAECTBOBaTL
interaction (1) [, intar zkfon] B3auMoAeiCTBNE
interdependent (1) | { intadrpendant] 3aBUCALLUIA OAUH OT ApPYroro
interest (8) [*muést] ‘ MHTEpeC; NPOLEHT(b1)
interested (2) . [mtrasud] | 3auMHTepecoBaHHLI%
interfere (1) . e [Lznto ﬁa] BMeLWWBaTLCA
intermediary (3) [ mta i d];gr];] .. | nocpegiHnk
.| intermediate (1) - | [ 1nt>'mi:drof] | npomexyTouHBIA.
interrelated (1) {,1ntarT lemd] B3aMOCBA3AHHLINA
intersection (2) [Inte" sck_fgn] NepeKpecToK; nepeceveHne
introdiice (1). [mtra djis] BBOAWTE, NPEACTABAATL
introduction (9) [Inn-a dAkfgn] BBefeHue j
inventory 2) .~ | [aventrr) T e T s waeP
inverse (2) [,m‘va:s] o6patHbIi, NPOTUBONONOXHLIA
mvolve (17) [ voly] BKnio4aTh B cebn, copepxats(ca), BOBRE-

kaTb(ca) -
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inwards (2) ['1nwadz] _| BRYTPb; B CTOPOHy Ha4ana koopavHat
issue (2) [ rfu/ 1sjic]. sonpoc, npobnema -
item (22) [artem]. . npeaAMET, Belb
jewelry (1) [dzualin] - I0BENUPHBIE U3Lenus
join (2) ‘ [d3o10] - . MPUCOEAMHATLCA, OBLEAUHATLCA
justification (2) [d3astifr keifon] | ONpasjaHue
- : . K |

key (6) [kii] - 1. KON, 2. KNIOYEBOH; rMaBHLIA
kind (10) | [kaznd)- BW/, pasHOBMAHOCTL
label (2) [iembal] = | ovmMeuars; nomeuars. L
labour (25) ‘letba] . .| TPYR: ~ ecornomics 3KOHOMMKA TPYAa =~
lack (3) lek]- 7 .| ucnuiTeiBaT HEAQCTATOK, Herc‘rasarb.: A
land (25) flend] 0 - 3eMnA o
I:-_ltent VARE | [lemdnt] s cM. demand ,
law (20) S 1] e 3aKOH
leadership (1) | [li:dafip] -| pyKOBOACTBO
leisure (1) “leza] - .l oTAbIX T T .
length (1) Tienf]: oo | nPOROMKMTENLHOCT, npo‘mx(euuoo:'rb
lessen (1) “lesn] - YMEHbWATH ) L
leve! (8) _ {leval] ypoBEHb ‘- T L
limitation (3) [ Jtmr terfan] orpaHuueHue ... s
list (3) fs CNUCOK: NepeveHn Lo
livestock (1) [ latvstk] (nomalLHIiT) ckOT
living (2): [T1vig] ~ resources BO30GHOBNAEMBIE pecypChl
location (1) [low'keTfan] MeCTo a
loss (3) [15s] yObITOK, NOTEPA; ~S YOuITKN
lot (7): fi> ; p?gglr;iorgmsmka AnA aaromaemﬂ 2
lower:(14) EE] CHUXaTh, YMEHbLLIATbL
fumber (1) ['1Amb3) nunomaTepuansi

" ‘ ‘M _
machinery (4) o jma f, nar];] . o6GopyaosaHue; MaumHb!
main (4) [mem] FNaBHbIl, OCHOBHOM
mainstream (1) ['meInstri:m} OCHOBHOE Harnpasnexve
maintain (1) [meln‘tern] e noAAEPKUBATL, YASPKNBATL, COXPAHATL
major (3) ['merdza] ™ rnaeHeif, OCHOBHOM
manage (4) [‘maenld_s] . _g:g:gzggaa::cn. CNPaBATLCSA; IKOHOMHO
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management (4)

-['mzn1dzmant]

ynpasfneHue; pyKoBOACTBO -

managerial (1)

[,mzna'd31ar1al]

YNPaBneHYECKUN; ~ ecornomics 3KOHOMW- ]
Ka ynpaBfeHus

manifest (2)

[ man1fest]

BbIK33bLIBATH NPU3HAKK, (npo)nan;m;

manufacture (2) [, mznju’ fekt{3] NpoX3BOANTL, U3TOTOBAATL

margin (2) [ ma:d3n] MUHUMYM; npegen; kpav -
e I T g
mark (1) [ma:k] OTMeuaTh, NOKa3biBats -

market (216) [makit] PbIHOK; SPOf ~ PLIHOK HANUYHOro ToBapa
marketplace (3) ['ma:k1tplets} g;;:g: ?;i;;:;;ﬂlpuuowuaﬂ nnomaAb
marriage (2) [ meridz] TECHBI COI03, EAUHEHUE
match (6) [matf] 1. MaTy; 2. NoAXOAUTL, COOTBETCTBOBATHL
matter (5) ['meta] 1. BONpOC; N0 ~ HE BaXHO

meaning (4) ['mi:nin] 3HayeHwe = o
measure (8) [me33] .. - 1. Mepa; 2. U3IMEepATL, ONPeaensTsL - .
mediate (1) ['mi:d1ert] 6bITb NOCPEAHUKOM :
medium (2) ['mi:d1om] ~ of exchange cpeacTBo obpateHus
meet (5] fmic] f0 - nocds/Wants YAOBTeTeopTs k-
member (2) [memba] Y4aCTHUK

mentai (3) [mentl] YMCTBEHHBbIA

mention (1) [ menfan] ynoMuHaTh, CCbiNaTbCn Ha

mere (1) {mis] NPOCTOIA, YNCTLIN

merge (1) {mo:d3] cnusaTh{cs); nornouiaTe(ca)

merger (2) [ ma:d3ze] NOrMOLWEHue, CrnsHKe

midway (1) [,mid wer] nonnyTu

mind (4 — A
miserable (1) (' m1zareb] HECYaCTHbIA .

mix (2) [m1ks] CMewwunBaTs, nyTaTh

modest (2) '~ ['madist] yMEpEHHBIR

modify (2) [ modzfar} BUAOUIMEHSATD

movable (2) Cmuvebl] ;Ms/y- ug;_;;zrty ABUXUMOCTb, ABUXUMOE
move (6) [mw:v] l1u a,zﬁg:enue 2. aBuratben, nepeme-
movement (4) [ 'mu:vmant] "~ - ABWXEHUE, Nepe/iBIKeH e, NiepemelleHie

mutual (6)

[ mju:tjual] -

B3aUMHbIVA

necessary (6)

- [ nesIsorI]

HEOBXOAUMDIN, Hy)KHblVI Tpe6yeM|>m

neceéssity (1)

[nI sesItr}]’

HEeobxoAUMOCTb

need (27)

[m':d]

1. noTpebHOCTb; 2. HYXAATLCS, meﬁo-
BaThtA
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negotiate (1) - -

[nx gaufIext] -

BECTN neperoBopbl, oﬁcqua‘rb ycnosua

next-best (1):

[‘ﬂckst‘ best].

~ alternative. cnegywmaa/npyraa nyqujaﬂ
anbTepHaTUBA .

non-corporeal (1)

[,oon koo’ Qa rlel]

HemaTepmaanbM

1. ApUMeNaHne, KOMMEHTapui: 3 3ame-

ownership (18)

A note (12)" - | [ndug] uaTh, oGpaLaTs eHyumanve
notion (4) - (ooufon] noHATMe - - - :
oarber 05 oot | om0, S = e
numerous (2) - | ['njumsrss] MHOMOUUCNEHHBIHR
oL T 0
object (7) | [{obdzria]. - | (PEAMET, Bewfs
objective (24) . -~ .|[sb'dzeltv] | ek, Cipemnehiie
obligation (1) 1obir gcl_[gn] 'oGa'aéTenBCT’s_Qf e
observe (3) - ab'zaiv] . '| HabntogaTh, 3aMeqars -
obtain (2) [eb'tern] - " B nonyuars, npuobpeTaTs
_obvious (4) | [obvias] xiie OYEBNAHBINA; ABHLIA, NOHATHDIA
occupy (1) | Pokjupai] -+ | 3aHumaTe ‘
occur (1) [a‘k'e:]" o | ipovexoaunTe, cnyyatbes
offer (16) [of]. . 1. npe,qnoxeuue 2 npeAnaraTb
oil (1) o '[3;1] HepTs
operate (2): B :)paren]  {'pa6orate; cpyuxuuouupoea'rb _
opportunity (46) - - ‘[,3pa tju nItI] L :gzgg:::m postaangpn-.camaHue
oppose (5) | [3'pauz] ‘NPOTUBONOCTABNATE B
qptioq ©) 8 :)pfazi]m”"" o ’:323:1;_), a_anepH.aTuea (BoaMO)KHbIM) sa_::“.
oﬁder (‘21) [‘a;da] zzzu#% rluﬁzgilnoearenbuomé in=~ to-_;%
ore (1) P pyaa .~
origin (1) ['3r1d31n] Hayano
original (2) [o'r1d3mal] nepsouauanbnbm
outcome (3) “autkam] uror, nocnencnaue peaynb'raT
output (1) - autpul] |- BBINYCK. ™
outstanding (1) aut' sta’.ndIIJ] 3HAMEHMTEIA, U3BECTHBIN S
outwards (2) ) autv\edz] HapyXy, OT. TOYKW Ha4yana koopauHar- -
own (34) 1.+ - "] o) s CBON, COBCTBEHHbLIN; 2. anap.e‘rb
owner (7). - ‘ [‘aunaL" Bnageney’

npaso COGCTBeHHOCTM coﬁc*raeuuocn;
anaAeHue B .

package (2)

[ packldsl

1. ynaxoéka;=2.:ynako,sb|aarb S

pain (). '[pem] ~S YOUIMR ;.. .
pair (4) [pes] {napa.. ..
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part (14) . pad sz 52""”‘?,,7;j.f’;;fi?:;f.:‘37‘1,?;:’“ﬁ
participant (2) [pa: tiszpant] yuacTHuk
particular (10) [po tikjula] oTAEeNbHbIA, 0CObbIN
party (8) - - {pa:ti] CTOPOHA, YUaCTHUK; BEYED, BevepuHka |
pass (1) . [pa s] ~away ncdyesarb, MPOXoAUTb
payment (3) Relmant] nnaTtex
per se (2) fiam. cam no cebe
percentage (4) [pa semm3] : APOLIEHT, NPOLUEHTHOE OTHOLLIEHWE
perfect 10 (o | oot - Competiion onep
perform (2) [pa'B'm] BLINONHATL; OCYLLECTBAATL
persistent (3) [pg smgm] NOCTORHHDIA, CTaBUNLHbI
1 personalty (9) i pe: snm] ABIKMMOE WMYLLIECTBO
pitlar (1) - [lea] ocHoBa. =
place (15) [ples] l fn;;g;oz nomewjarb, pasmelua'rb in
plain (1) [plemn) = - 0ObIKHOBEHHRIA, NPOCTOMR
plenitude 1) 77| [ plenttiu: d] obunue, nsobunue
plentiful (1) : [p]em[fau | MHOTOUMGIIEHHBI
plot (2) [ pbq HaHOCUTL Ha rpaduk
om0 || S e ot e Thrs
politician (1) | [polz: ufan] MONUTUK ]
| poor2) ol nnoxoit; the ~ GepHbie
possess (3) [po'zes] BNageTh, UMeTb : :
possession (2) 1po'zefon] . gga.qerme ~$ COBCTBEHHOCTb, umymecr-
possible (30) [ pasabl] . 'BEPOATHbBIA, BO3MOXHbIH
| poverty (3) ['povati] BeaHOCTs
power (4) ['paus] BNacTs’
precise (4) . [prt sals) TOUHBIA
precision (1) {prr's13on] " . TOYHOCT
predatory (2) ['predatort] rpaSﬁTe'nbcxuﬁ
prediction (1) {prr'dikfon}] - npejfickasarive
{prodominate @) | prcommen. | oacreoeare rpeosnagate, g
prefer (2) - [prr f5:] npeanoYuTaTh
|| preference (1) ['preforans] - npeanovTeHune, npquepeHuma ]
pressure (1) “prefa] AasneHue
presuppose (1). [,pri:sa’ pouz] npeanonarats. ]
|prevent®) | fprrven TPErATCTRORATS, PEACTEPAUATS, e |
previous (3) ['pr:vias] - npeAbIAyWUiA
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. . ueHa; ~ (taker) maker
price (283) [prazs) (He)KOHKypHDYIOLLMit
primary (6) [ pratmari] OCHOBHO#, BXXHERLLINA
production (36) [pro*dakfan] o NPOU3BOACTBO .
rproductive 6) [pré‘dAkuv]' NPOU3BOACTBEHHbIN, npouaaogménbublﬁ'
productivity (2) [podactvit | NPOU3BOAMTENBHOCTL )
" L 1. BLIFOAa, (~S) NpubbINb, A0X0A; 2. no—rf"
profit (12) ['profiy nyaTs/M3BNIeKaTE NOMb3y
propensity (4) [pro’ pensity) CKIMOHHOCTb 3
i L UMYLYECTBO; COBCTBEHHOCTD; npaao cot')-
property (51) ['propati] CTBEHHOCTH/ BriafeHna ) o
prospective (1) [pro’ spektiv] OXUAAEMBIA; NPEANOnaraeMs(i - __"4
prosperity (1) [poo"speriti] npouseTanue .
protect (3) [pra’tekt] 3aumwats
protection (3) fpro‘tekfon] 3awuTa
prove (1): [pru:v] . ~ to be okasbiBaTbCA .
provide (9) [pro'vaid] | nasars, npeaocrasnsm oGecneqmaaTb
. . s . o6LLeCcTBEHHDIH; rOCYAapCTBERHBIN; 06-
public (6) ] ['pAblIk} LUECTBEHHOCT,; ~ property oﬁmecreeu-
1 Han cobcyBeHHOCTb )
pull (1): [pul] ~out of the market v3biMaTtb vns pum(a )
punishment (1) [‘pAanmént) -l Haka3auue
purchase (15) [tpa;{fasl . ' 1. nokynka; 2. nokynaTb )
. YUCTbI; ~ competition coeepweuuaa
pure (4) [piual. KOHKYPEHLUS; ~monopoly 4MCTaA MOHO-'
noaua - - ; -
purpose (6) ['po:pas] HaMmepeHue, Lenb, crpemneuue i
pursuit (1) [po'sju:t] CTpeMrnienune i
push (1) pufl npoasuraTb
quality (8) . [ kwalxti] Ka4ecTso 2
o konnyeciso; ~ demanded 06vem T’
quantity (91) ['kwontxty] - /BenmuunHa cnpoca; ~ supplied 06bem
) L /BENMUKHA NPEANIOKEHNA
\ . from a variety of ~(s) co Bcex cropon o
quarter (2) [kwo:te] . orosc;o,qy e
race (1): '[rexs] human~ _4ESIOBEUECTBO -
inbow (1): ' You chase your ~and I'll chase mine.
rainbow (1): [ rembau] KaXaoMy caoe. v
] ) , Avanasod, npeaen; ~ of pnces paamax :
range (3) ["emd3] ‘kone6aHUi LeH .
rank (1) [raenk] paa, cTpon
rare (1) [rea) peakuit
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1 [rext}. .‘

Temm; crime ~ ypoBeHb NpecTynHocTy;
interest ~ cTaBkn NPOLEHTA /NPOLIEHTHLIE

rate (6) CTaBKW; wage ~ CTasxa 3apnna-
- Tol/TapudiHas craBka
‘rationing (1) [reefonIn)] - HOPMUPOBaHWE
raw (2): 1] . ~ materials celpbe
reach (8) [riztf] [oCTUraTh, Aob6uBaTLCH
realize (2) [ rslatz). NOHMMATb, OCOBHABATHL T
realty (5) [rlty] HEABWKMMOCTL/HEABIUMOE MMyLLECTBO
reason (6) | 'rizzon] NpUYKUHA, NOBOA, OCHOBaHUe
reasonable (1) [ri: zanabl] pPasymMHbLINA ]
receive (12) (rI si:v]’ nony4atsb; o6perars, npuoﬁpeTaTb :
recent (3) [ri:sont] HejaBHUiMA ‘ ;
reclaim (1) [rr'kleiin] gna?riropno) MCNONbL3OBATD, YTUIIN3NPO- &
recognize (2) ['rekognatz]- npu3HaBaTh L
recy;: ';?» .(1.—) "f,fl'f»alkall .. gg::opuo ucnonb3osate, nepepabaret- .
reduce (2) [rr'djuis] noHWXKaTh, CoOKpawaTth, ymeHblats
refer (29) : [rrfégj UMETb OTHOLWEHNE, OTHOCUTLCA
reflect (9) | praexy oTpaxarb _
i - 1 paccmartpueatb; cuutars, with ~ tofin ~ .
regard (5) |hrgad] 10 OTHOCUTENLHO; B OTHOLIEHWN; YTO Ka-
P caetca
register:(1) [ reds1sia) ‘Kacca, KaccoBoe OKOLKO
regularity (2) [regju lerttr] - 3aKOHOMEPHOCTb
regulation (3) [regjulerfan) npaBuUno, perynupoaaxme
. OTHOCUTLCH, UMETbL OTHOLIEHNE, 5bl‘l'b

relate (9) [mlext] CBSI3AHHLIM C (Yem-n.)
relation (8) [T’ lexfon] OTHOUIEHUe, CBA3b
colationship (18) | (rlefonfip] | oo i OTHOEAAE B33
relative (16) [relotnv] OTHOCUTENLHBI
relevant (2) [reltvent). . | 3HAUUMBIN; CYLIECTBEHHBIN; BAXKHBINA
remain (10) [rr' men] ocraeathes i
remark (1) [rrma-k] KOMMEHTapuiA
renewable (2) 11" nju:abl] - 'BO306HOBNAEMBIN
rent (3) . rent] . apeHpHan nnara; peHrTa
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