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‘NPEAUCNOBUE

Hacrosuwee- nocobne npeacrasnaeT coboii- nepepaboTaHHbIi, AONONHEHHLIA ¥ UcnpaB-
NEHHBIN COOPHUK IKOHOMUMECKUX -TEKCTOB HA aHIMIMICKOM A3LIKE Tex Xe aBTopoB, nepsoe
n3ganve KoToporo ewiwro 8 2007 rogy. HeobxoawmocTtb HoBOrO U3paHun obycnosnexa B
nepsylo ouepe/b NEPEXOAOM HA HOBLIE TUNOBLIE NPOrPaMMbI M~ OAHOFOAUUHLII KypC 06y-
YEHMA MHOCTPAHHOMY SI3biKy B HEAILIKOBLIX BY3aX, B CBA3N C YEM BCA TEKCTOBas 4acTb
cbopHMKa B HOBOM N3AAHUN NOABEPrAACH CYUWIECTBEHHOMY COKpalleHuto W nepepabotke.
Kpome Toro, yuTeH 1. FoA0BOM. ONbIT PaboThl ¢ npeabiayLlum nsgasuem nocobus. B vacr-
HOCTH, BHECEHbI-COOTBETCTBYIOLUME UIMEHEHN W IONONHEHNRA BO-BCE MOCMETEKCToBLIe
3agaHunA Npu coxpaHeHnun obwieln CTpyKTypbl camon paspaborku.

Mocobue, -coaepxatlee - CUCTEMATUIMPOBAHHLIA NO TEMaTU4ECKOMYy npuH’uMny"rekcro-
BOW Marepuvan Ha- aHrmUWCKOM A3bike -CyMmmapHbiM 06bemom okoso 200 000: nevwarTHbix
3HaKOB, MPEAHA3HAYEHO™ ANA UCMOMb3OBAHUA B KauecTse CpeAcTsa OBy4eHUs uTeinio
cneuvanbHOW MHOSI3LbINHON NUTEPaTYpPLl CTYRAEHTOB 1-r0-KypCca 3KOHOMUYECKUX Cneymans-
Hocren bpl TY, npoaonxalowmnx u3ydeHue aHrnMIikCKOro A3kika Nocne OKOHYaHWUA cpepHEN
LLKONbI. ~ )

Focobue paccuntaHo Ha 80 = 100 yacos yue6HO#M: paboTbl, B 3aBUCUMOCTA OT YPOBHA
WU3HAYANbHOW UHORILINHONW MOAFOTOBKW CTYAEHTOB, 1 COCTOWT U3 NsATH YPOKOB W ABYX ITpu-
noxexun. Bee ypoxn nocobus CXOAHLE N0 CTRYKTYPE K COCTOAT N3 (@) OCHOBHOIO TeKCTa C
NOCAETEXCTOBLIMU 3a8aHUAMN, HANPaBNEHHLIMKU ~Ha NPOBEPKY NOHUMAHWA €ro COAEpXKa-
HUA, 3aKpensieHue  NEKCUKO-TPaMMaTUHECKOro MaTepuana  ypoka W passuTue HaBbikoB
YCTHOA peun, .(6) AONONHUTENBHLIX TEKCTOB ANS PA3BUTUR HABLIKOB 03HAKOMUTENLHOTO
YTEHUR, (B) MUKPOTEKCTOB ANA MMCbMEHHOrO nepesofa-Ha Benopycckui wnu' pycckui
A3LIK W (T} 3aAaHUA AN NTUCLMEHHOTrO NEPeBOAA C PYCCKOro A3biKa HA aHrNUACKWA.

NpunoseHnn CoAepXaT aHrno-pycckvin ciosapb. obbemom okono 800 nexcuuecknx
©AWNHULL C YKa3aHUEM HACTOTHOCTY YNOTPEBNEeHnA KAXA0H N3 HUX B OCHOBHBLIX TEKCTax fio-
coBUA, a'TaKKe WECTL CAUCKOB CNOB, COAEPXKALLNX BCE BCTPEYAIOLINECA B OCHOBHBIX TeK-
cTax nocobusi, Ho He soLLeALtUME B CrioBaps: (a) cTpoesble/cnyxebHbie croBa aHrNUACKOro
A3biKa; (6) HenpaBunbHLIE rNaronsl; (B) NONHO3HaYHLIE CNOBA Y3 NEKCUYECKOro MUHUMYMA
3a KypC CpepiHel WKonkt, (r) MPOCTLIE Hapeuns, (4) NPOU3BOZHLIE HAPEUUA-U () «nHTep-
HauMOHanNbHbiE» CNOBA.

Bce unTepHauuoHanbHble cNosa pasgeneHbl C METOANHECKON LENbIO HA HETLIpe rpynibi
B 33BMCUMOCTU OT CYENEHU TPYAHOCTH WX 'y3HABAHWUA U NOHUMAHWUA NPU-UTEHUK OpUIN-
HanNbHbIX" 3KOHOMUYECKMX TEKCTOB CTYAEHTOM  — EbINYCKHUKOM CpegHeil ‘o6weobpasosa-
TENbHOM LWKONDI.

B nepsylio rpynny sowinmn cA0Ba, CeMaHTUIupyemblie NPOCTON TpaHChuTepaLinen ¢ Heob-
XOAUMBIMU B Psife CNyyaes NONpaBKaMn HA pasfiuiHoe 3ByKo-BykeerHoe U Mopdonoru-
Yeckoe OhopmAieHNe CNOB-KOPPENSITOB' B PYCCKOM W° AHTMUNCKOM A3blkax. dakTudieckw,
3T0 — MEXBAILIKOBLIE ABOWHUKN, NIETKO y3HABaeMble ¥ NOHUMaeMble NPy NI0DOLIX ycnosu-
AX NX NPEe3eHTaLUN NPAKTUYECKU BCEMN YHALLIMMNCA. 3TO UMEHHO Te CNoBa, KOTopbie, Ha-
PARY C NPOHHO: YCBOEHHBIMH «NCKOHHO AHFNWACKUMKU» CNOBAMK U3 HYUCNA NEKCUIECKOTO
MUHUMYM3 33 KYPC CPeAHel LKoNbl, 06pa3yloT UCXOAHYO nexcmecxyno ocHosy AnA Bbl-
nonHeHus yueBHbIX AACTBUA Ha HauanbHOM aTane obydeHus; -

CnoBa, BKNIOYEHHbIE BO BTOPYIO IPynny, CXOAHLI CO CNOBaMKU NEPBOW IPyNNbl B NNaHe
BbIP@XEHWUA, OAHAKO PA3HATCA OT TIOCAEAHNX KaK YROTPEGUTENLHOCTLIO (M3-33 NPUHAA-
NEXHOCTM K PA3NUYHLIM NNACTAM NEKCUKY U, AOBOSIBHO HACTo, PasNuiHLIM YacTAM peuw),
TaK U CEMaHTUYECKOW CTPYKTYPOW W O6BbEMOM 3HAYEHUR, NPU4EM OCHOBHOE 3HaueHue co-
OTBETCTBYIOLErO PYCCKOA3LIMHONO CNOBA, Kak NpaBuo, He COBNAAaeT C OCHOBHLIM 3Ha-
YEHMEM ero aHIMOA3LINHOMD «ABONHUKA» U YacTO NEXUT Ha nepudepun CeMaHTUYeCcKoro
nonn nocnepxero. MNepeBoa TakUx CNOB HA PYCCKUA A3bIK NOCPEACTBOM TPaHcnuTepauum
NPUBOAUT, KaK MUHUMYM, K CTUNUCTUYECKUM OwnbkaM, B0 n3bexanue KOTOpbIx Heobxo-
AMMA 3aMeHa «TPaHCNUTepaTa» COOTBETCTBYIOLLIUM CUHOHUMOM.
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TpeTkI0 Tpynny CNOB, COCTABNRAIOT TaK: HaablsaeMble «NOXHbie APYSbFl nepeaommxa» -
€B80e06pPaIHBLIE MEXBAILIKOBLIE OMOHWUMb!, . oemawmaauus KOTOPLIX :NOCPEACTBOM TPAHC-
nUTEPaUMU W: UX OTOXAECTBNEHUS, COOTBETCTBYIOWMMY cnosamu- pOAHOt‘O aauxa Hew3-
BexHO NPUBOAUT K rpyGbiM: CMLICIIOBbLIM. OLUOKam B nepesoae. - B

YeTBePTYI0 -rpynny cNoB 06pasyloT NeKcu4eckue eAuHuLbI, yauaeauwe Mlmm noHuma-
HUE KOTOPbLIX -3aTPYAHEHO U3-32 PE3KOTO PACXOXAEHUR KaK B NNAHE BbIPAKEHUA, TaK U B
nnaHe COAEPXaHUR KOPPENUPYIOUIMX C HUMU CNOB B PYCCKOM ‘A3bike. [lanHan rpynna cnos
BbIYSIEHAETCA UCKIIYUTENBHO C UENBI0 UCNOMb30BAHMA «OBWUX» INeMEHTOB B Mopdo-
NOrUYECKNX CTPYKTYPaX Takux CNoB B-Ka4ecTBe onopbl (KOHKPETHLIX OPUEHTUPOB) ANRA 06-
NerYeHUA uxX 3aNOMUHaHUA. } )

Bce 63 MCKNIoHeHWA TEKCTH B NOCOBUU . COCTaBNEHbL ABTOPaMU NPEUMYLIECTBEHHO Ha
OCHOBE .MaTepuanos,-HaxoASLLUXCA B: CBOBOAHOM AOCTYNE HA AHINOA3BIMHBLIX CanTax ‘B
WHTtepHeTe. B TeMaTUIECKOM OTHOWEHWA BCE TEKCTEI CBR3AHBL! KaK MexXay CoboN, Tak u ¢
npoGnemamu, paccMaTpUBaeMbiMy B pamkax Kypca «MuKpO3KOHOMUKA», YUTaeMoro no
Kaqaenpe IKOHOMUYECKON : TEOPUM CTYAEHTaM NepBOro kypca. IKOHOMWUECKUX cneuuant-
HocTel BplTY, 4To, C 0AHOW CTOPOHBI, HECOMHEHHO, cnocobeTayeT Gonee rnyGokomy no-
HUMaHWIO COAEPKAHUA U3YUaeMbIX B A3LIKOBOM OTHOLLIEHWY aHINOA3LINHBLIX TEKCTOB W Bbl-
NOSIHEHWIO HA WX OCHOBE PA3fNNHOIO POAE 3aAaHWil TBOPYECKOro XapakTepa Ans passu-
TUA HABLIKOB YCTHON Peyn; a C.APYFo# — paclMpAeT U 3akpennseT 3HaHWA, nonyYaemblie
CTYASHTAMWU NPU . U3Y4EHUN HA POAHOM A3bIKE AUCLMNAUH SKOHOMMUECKOrO XapakTepa, |
CNocoBCTBYA .TEM CaMbIM: OCYLECTBEHUIO HA NPAKTUKE KakK [UAAKTUMECKOTO NPUHLUNG
MEXAUCUMNIIMHAPHBIX . CBA3EH, Tak ‘M NPUHUMNE npodeccuoHanbHO-0pUEHTUPOBAHHOTO
0ByHeHNA. NHOCTPAHHOMY -A3bIKY B HEA3LIKOBOM BY3e, T.6. .00y4eHus cTyaeHTos Gyaywed
CNeynasnbHOCTU CPEACTBAMU UHOCTPAHHOrO A3biKa.

. Bo Bcex 6e3 ncknioveHun 6as3oBbix TekcTax NOCOBUA OTAENbHLIE'B CMBLICRIOBOM OTHO-
LIEHNI YaCTW; HECYT NOPAAKOBY!IO HYMEpaUUIo U CHabxerbl N0A3arofoskamMu Ana ynpoule-
HUA OGPaWEHUa K TeKCTaM U oBnerveHus ux- NOHUMAHUA. NPU- BLINOAHEHUN A3LIKOBLIX
v/nnu peyeBbix y4eOHbix AeHCTBUN Ha UX ocHOBE:

- YuuTbiBaA NPUKNaaHoOR xapaktep pa3paboTku, kakon-nubo cheunansHon METOAUKK pa-
G0Tbl.C TEKCTaMKN He NpeaycMaTpusaeTcs. flocneaHan onpeaenseTca caMum. npenosasa-
TENeM, UCXOAA W3 KOHKPETHBIX YCNOBUA U 3aaay obyueHun. OAHAKO aBTOPLI' PEKOMEHAY-
10T APUAEPAVBATECA, TOW NOCNEAOBATENIBHOCTU NPOXOKAGHUA TEKCTOBOTO -Marepuana; e

" KOTOPOW NOCNEAHW  NPeACTasneH B HACToALeM Nocobum. :

- BCe OCHOBHbIE TEKCTLI YPOKOB, HapAAY C OCHOBHOW Maccom yRpaXHEHWH, meoquHblx B
naHHoe nocoBue, NPoOLWnKU anpoBaumio Ha NPaKTUHECKUX 3BHATUAX NO AHTTIMACKOMY aauxy*
CO CTyAEHTaMU, NEPBLIX KYPCOB IKOHOMUYECKOro dakynbreta BplTY 82005 ~ 2008 roAax

" 1 -Gbinv NPU3HAHBI NPUFOAHBIMM K NCNOML3OBAHMIO B yHeBHOM npouecce. -« - -

- ABTOPbI BbIPAXAKOT YBEPEHHOCTb, YTO -AaHHan paspaborka, .8 ycnosuax: ueAOCTaTKa
LEHTPaNU3oBaHHO U3AaHHLIX:U: CTPOTO OPUEHTUPOBaKHLIX Ha obyueHvne cTyaeHTos Gyay-
LU -CNeuuanbHoCcTy CPeACTBaMWN MHOCTPAHHOTO A3biKa:NOCOBUR, OKKETCA: NONEIHON Kak
ANs uenen o6y4eHUA YTeHUID JKOHOMUYECKON NUTEPATYPbI-Ha aHrNUACKOM: A3bIKE.CTYAEHH

TOB HEAILIKOBOro BY3a; TaK W-NOATOTOBKU BY3OM BbICOKOKBanMCbML\MDOBaHHbIX cneuuanwi
cToB B oGnacm 3KOHOMMWKM B LUENOM.
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UNIT 1 WELCOME TO ECONOMICS!

Text 1.1
__Economy, Economic Systems, and Economics
', "First things first.” - An English proverb
(1) Introduction. Human exrstence can hardly be imagined without consump-
tion. People have to consume things (goods and services) in order to satisfy
their wants and needs. But most of the things that people wish to have in or-
der to meet their needs and wants seldom can be found in Nature in a “ready-
made” form. More often than not, people have to produce them using available
resources.
(2) Economy versus economics. A bad thing about it is that resources used
in the production of goods and services are scarce or limited/finite, while peo-
ple’s wants are, on the contrary, unllmrtedhnﬂmte As a result, the number of
goods which can be produced at a'given time from" available resources is fim-
ited too. It is for this reason that a system of - distribution based on certain’
principles must exist in a community to efﬂcrently allocate the avallable re-
sources and goods among those who want to have them: Consequently.
system of managing the productlon drstnbutron and consumption of goods’
and services under scarcity is normaIIy called economy or economic system _
while a social science involved in ‘studying such systems is called economlc'
theory or economics for short.
(3) Economy types. Any economic system’ refers to the orgamzatronal ar-
rangements and processes through which a socrety makes its productron-
distribution-, and consumption decisions as to what to produce, ‘how to pro-
duce it, and who gets what is produced Different economrc systems answer
these questions differently. o i
Dependmg on whether mdlvrdual economlc agents or government make

type and command-type economres may be drstrngurshed However rn ‘the
modern world neither of the two economy types mentioned above exists m its
pure form. All what exists in reality is the m/xed-type economy, since eco-’
nomic decisions in a modern society are actuallyymade by both rndrvrdual‘
economic agents and government e _
(4) To sum up. Thus, economy is the human activity that consrsts |n produc-f
ing, distributing, and consuming goods and servrces realized msrde an eco-
nomic system and studied by economics.’ An economic system is’ a way of
answering the three basic economic questrons what to produce, How to pro-
duce, and for whom to produce These questions’ result from the scarc/ty of
available resources and” unlimited peoples ‘wants.’ The two opposing ‘eco-"
nomic systems to answer differently these questions are 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.
=All economic systems now in use are of mixed type.

. People can find ali the thmgs they need in Nature.
. The number of goods which can be’ produced is unI|m|ted

> Most thmgs peop|e need can be found in Nature'ip'a ready—made form.
There are three opposing economlc systems in the modern world.
Any economic system must answer. three basic economic questrons

. Choosé the most suitable word: -

. People can not live without.(consumption, distribution, productron)

. Different sometles answer their economic questlons (hardly, dlfferently)
No command-type economy (cons:sts, ex:sts) now inits pure form.
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 things people wish to have are . .

3. You can’t produce things without usmg resources o

4. A social science involved in studymg economlc systems is called ..

5. People have to consume goods in order to.... their wants and needs

AQN—*NW\IO)O’I#OOMAA

certaln economics, economy, sat/sfy, scarce..

4. Complete the sentences: -

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

The three basic economic questions for any socrety are

. Most economic decisions in.a modern society are actually made by

. A-system of dlstnbutlon must exist in a society to efﬁcnently allocate

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

. Economic agents in.a market ‘economy are made individual by decrsrons

. People have to produce resources using specuf ic thlngs .'_ L

. The economic human activity realized is inside an economic system
Answer the following questions without lookmg back at the text:

. What is an economy/an economic system?

. What js economics? .

. What are the three. ba5|c questlons facmg any econom|c system" )
What do'the market-type and command-type economles dlffer |n'7 L

. What is the ‘mixed- -type economy'7 , .
. Render the contents of Text 1.1in Enqjlsh w:thout lookmg back at the text. |
. Comment on the following statements: '
“Consumption has.become an.end in rtself in modern socretles

e “Economic progress. will solve all the problems of mank/nd "

9. Discuss the following question:

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

6:
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Text 1.2
- - - ‘What Exactly is Economics?"
“Economics Is the only. fle/d in which two peop/e can share a Nobel Prize.
-~ - :for saying opposmg th/ngsl” A popular joke about economists.
1) Etymology The. Engllsh word “economics” comes from the Greek words -
“oikos” (house), and “nemos” (norms), which roughly means “household
management’”. -
(2) Definition of economics. There's no. one unlversally accepted answer to
the question “What is economics?” There are many definitions, past and
present, which have been apphed to the term economics.

Still, broadly speakmg, economics is a social science, a “school of thought"
or “theory”, and its area of study is human activity involved in meeting -
people’s needs and wants. Economics tells us how people and economies
normally behave, and why they. behave like that/the way they do, and predicts
_ what will result if certain economic factors are disturbed or changed

(3) Early definitions of “economics.. Two of the earliest definitions ‘of _
economics based on the notion of wealth and offered by Adam-Smith-(1723-
1790), generally regarded-as the father of -economics, are “the -science. of
wealth” and ‘the science relating:to"the laws of production, distribution and
exchange (of wealth)’. Some academic dictionaries: still define economics 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’, while modern academic defini-
tions of economics.involve mostly the notions of scarcity-and choice: .. -
(4) Modern defi nitions of economics. Though the exact wordlng differs.
from author to author, the standard definition of economics in terms of scar-
city and choice is something like this: “Economics is a soma/ science which._
examines how people choose to use limited or scarce resources’in order to~
satisfy their unlimited wants.” This scarcity definition of economics means that
people’s resources are scarce, and whenever an individual, a, business, or a-
nation faces a competing alternative, a choice must be made. From this pomt
of view, economics is essentially the study of choice and' decnsnon maklng ina:
world with limited or, othérwise, scarce resources. - )

The focus on scarcity .continues to dominate neoclassical economics,
which, - in turn, predommates in most ‘academic economics departments,’
though it has been criticized in recent years from a‘variety.of quarters ‘Be--
cause scarcuty and -choice ‘are ‘central-concepts |n modern economlcs they
are discussed in more detail in Unit 2 that follows. - v
(5) Other definitions of economics: The:above deflnmons of economlcs are
the dominant but not the only possiblé 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
earmn their daily bread’, dependlng 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 behaviour in relation to
the production, distribution and consumptionof goods and services under condi-
tions of scarce resources and - unlimited wants: why ‘people and economies 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
premsely, it is the study of how individuals ‘and society choose to use hmlted
resources in an effort to sattsfy their unlimited wants.

The role of economists is thus to analyze scarc1ty and make predlctlons and
practical recommendatlons regardmg the most effective ways of using avail-
able resources to achieve people’s economic desires and goals ’

, A TEST YOUR UNDERSTANDING
1..Decide whether the following statements are true or false
1. Economics is-a social science.
2. There's only one umversally accepted defi nition of economics.
3. The.notion of choice is not stressed.in older definitions of economics.
4. Economics is the study of the choices people make because of scarcity.
5. Some modern definitions. of.economics involve the notion of scarc1ty
2.:.Choose the most suitable grammar form: -
1z Some definitions of economics ( offered, were offered) by A: Smlth
2.-There are:many definitions which can (apply, be applied) to-economics.*
3
4
5
3
1
2
3.

. Some definitions of economiics (based, are based) on the notion-of wealth.-
. In recent years; neoclassical economics (has been, was) much criticized.
. Adam Smith (regards, regarded, is regarded) as the father of econom|cs
. Fill-in the blanks using the words given below:
- What ... the Greek word “economics” mean?
Economlcs is the study of maklng chonces or.
g . are many good definitions of economics. .
4, Economlcs is essentlally the study of how society tries to overcome
5. Economlcs is the study of choice and decision- maklng ina world of

does scarc:ty, choosrng, Ilm/ted resources there

4. Complete the sentences:.
-1. The English word “economics’ comes from the Greek

2. The subject matter of economicsis . .

3. Two of the earliest definitions of economlcs were .

4, Modern definitions-of economics involve the notlons of ... B

*5. Neoclassical:economics is essentially the study of choice and ..

5. Restore the correct word order in the sentences that foIIow
1:Economies is of the study economics.

2. The human activity in meeting people’s needs’ and wants is mvolved'?
3. The focus on neoclassical economics continues to dominate scarcity.
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6. Answer the following questions w:thout 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 definition(s) of modérn economics?

5. Can you give some of the earliest definitions of econom|cs’7

6. What does the scarcity definition of economics mean?

7. Render the contents of Text 1.2 in Enqllsh '

8. Comment on the following statement;’

“The art of economics consists in looking not merely at the /mmed/ate but at
the longer effects. of any act or policy; it.consists in traolng the consequences
of that policy not merely for one group but for all. groups.” — Henry Hazlitt. .

Text 1.3 . .
Economics: Areas of Studies
“Microeconomics looks at the trees,
' while macroeconomics.looks:at the forest.” — A popular saying.
(1) Micro vs ‘macro.-Traditionally, economics-is broadly divided into:two
main/major branches: microeconomics:which'is the study of economy-at the
level of individual economic entities (individuals, 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
economics, while mlcroeconomlcs is the study of lndlwdual parts of such a
system.
(2) Meso- and megaeconomics. Some economists also argue that two other
branches of economics should be distinguished, namely mesoeconomics,
‘which is.the study of markets and other" similar mtermedlary institutional
arrangements ‘within'a_nation, and megaeconom/cs which is the study of
economy at the mtematlonal level. As national economies get more and more
connected ‘globally to one ‘another, their study at the mternatuonal Ievel ‘be-
comes an extremely important one.
(3) Micro-macro sub-disciplines. The main areas of studies" ‘into whlch
economics is typically divided can be further sub—dlvnded into numerous sub-
disciplines that do not always fit neatly into ‘the mlcro-macro-meso-mega
categonzatlon These sub-disciplines, in alphabetical order, are: agricultural
economics, business economics, ecological economics, -environmental eco-
nomics, evolutionary economics, international economics, labour economics,
managerial economics, resource €conomics, socioeconomics, transport
economics, urban economics, economic geography, econom_/o “history,
. industrial organization, just to name a few of them. - o
As to Finance that has traditionally been considered a part of economlcs it
has today effectively established itseif as a separate, though closely related

to economics, discipline.
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(4) Other subdivisions 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 ~ education, marriage, health, etc. Some economists extend
economical analysis to all personal decnsnons regardlng not_only questlons
like “How many eggs should | buy?’, but also “How many hours. shou_ld /
spend with my kids?", and “How long should | spend- brushing my teeth?” "

(5) To sum up. Any modern economy ¢an be represented as a two-level ar-
rangement The lower level of economy'is. known as microeconomy, v_vhlch is
the subject matter ‘of microeconomics or microeconomic 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 megaeconomics. Since. modern

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

. A. TEST YOUR UNDERSTANDING

Dec:de whether the following statements are true or false: )
."Two of the main branches of economics are micro- and macroeconomlcs
. Microeconomics examines an economy as a whole.
. Macroeconomics examines the behaviour of individual economic actors
. Megaeconomics is a separate economic dlsc1p||ne
.-Finance has never been a part of economics. - .
. Most economists extend economical analysis to ail personal decnsrons

. Choose the most suitable grammar form:. . ... .
. Finance (has, is, does) a separate economic dlsmpllne .
. Macroeconomics is the study of economies (has taken,. taken) as a whole.
. The boundanes of economics (expanded have expanded) since A. Smith.
. Economics. (has. dlwded is divided, is dividing).into.two main branches. '
. Economic analyses can (apply, applies, be appl:ed) to. any fleld where ‘
people (face, facing, are faced) with alternatives. . . .
. Fill in.the blanks using the words given below:.
. Microeconomics studies economies at the ... of individual. economlc
. Any modern _economy can be represented as a two-level ..
. National economies get more and more . globally to one another
4. Modern economic analysns focuses on..

AmAwNANOmAw&a
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arrangement connected entltles decision- mak/ng, Ievel
4. Complete the sentences: . .

1. Economics can be broadly lelded |nto

2. Microeconomics is .

3. Macroeconomics i lS

4. Forest is to trees Ilke macroeconomlcs is to

10



5. Restore the correct word order in the sentences that follow:
1. What the matter subject of microeconomics is?
2. Broadly, economics is’ speaklng into main two divided branches.
‘3 The boundariées of economics nowadays to define: are difficult.
6. Answer the following questions withotit looking: back at the text
1. What are the two main branches of economics?. -
2. What is the difference bétweéen microeconomics: and macroeconomlcs? .
3. Whatis mesoeconomrcs/megaeconomlcs’? -
4. What are the major macro-.and microeconomic sub-disciplines? -

5. What is the subject matter of modern economic analyses?.
-6. Why is it possible:to:extend economic. analyses to almost any fi eld of

human activity?-: .

7 Render the. contents of Text 1 3 in Englrsh
8. Comment on the following statement: _
'There are macroeconomic questions, but only. microeconomic. answers."
. ‘ Roger Garrlson

B. FURTHER READING

1. Read the text below and grve three reasons why one should study

economics.
Why should anybody want to Iearn economrcs" Several reasons. First

and above all, the study of scientific economics is’ going to let you really under-
stand the world you live in and many-many things around you that will con-
cern you all your life - things which your common sense alone couldn’t-explain.
Sometimes your common sense might even mislead you!

And another thing. Learning economics is a good exercise in mental develop-
ment. It leads to new ways of thinking about things which can be a reward in
and of itself. ‘'You don't understand what that means yet.. But soon you will.
When you get to the: end of - your course in economrcs you l reallze Just how
true thatis, - - =

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 socrety We are
happy that you decided to learn it. We think you'll be glad you drd .

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

o What careers are available in economics? . :

s What career would you like to follow after graduating fmm the Umversrty?
Careers in economics. Economics.has been recogmzed as a special 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 economrcs’? About 60% of economrsts work in
business fi irms, while the rest work for government agencies and colleges and
universities. Majoring in economics is, therefore, a spring-board to a very wide va-
riety of careers, not only in businesses, but also in government agencies-and not-
for-profit organizations. It also is an- excellent preparation for graduate study to-
ward master's and doctoral degrees in' economics, business, public administra-

tion, urban studies, international studies, and other fields.
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C. TRANSLATE INTO RUSSIAN Nwa I8
1.. Economics is - everywhere It touches every aspect of peoples life:- It's
work all the time, in. everything: : Economics is involved in- ali the things you"
been doing ‘all your life. When you're doing things: or -making things, cooki
breakfast orwashing up; going places; studying-English; playing football, using
your time and energy and money and-things to do-one thing or-another— all tho
things involve ‘economics:: If economics is ‘involved-in. everything, then how.c
we ever get away from economics? That's the point. We can't: We just can't:"
2. Defining economics as “what economists do?:does not teli'us anything wi
did not already know. A good definition must explain what'it is:that make
economics. a distinct subject; different. from: physics or- psychology. On
should not expect to find a short definition that conveys' with absolute -clari
all there is'to know about economics. Neither should:one believe that there i
only dne correct definition possible. Many good definitions are possible, an
each will focus on some important aspect of the subject.

D. TRANSLATE INTO ENGLISH
1. Be3 3KOHOMWKM — He 0BoMAeLCA. OHa noBcioay. OHa Bo BCeM. OHa B paBoTe BCe BpEMA
C.3KOHOMMKO#A CBA3aHO BCe, NTO Mbl Aenanu 1 Aenaem B Halei xm3nn. Oxa KacaeTcs Bee
CTOpOH Halero BbiTus. EqeTe nn bl B aeroﬁyce noxynaeTe m x.ne6 uwraere nm Knury
3KOHOMMKa BCErAa PAAOM.
2. TepMUH «3KOHOMMUKA» NPONCXOANT OT rpeqecxux cnos oikos ~ «AOM pomma» " nomo
— «Y4EHWE, 3AKOH» ¥ 03HAYAeT «BeAeHUe AOMELLHEr0 XO3AWCTBA, AOMOBOACTBOY.
3. CyujecTByeT MHOXECTBO ONPeAeneHuniA 3KOHOMUKN. \OARaKO OGLLENPUHATOTO onpea
NeHNnsi 3kOHOMMKMN ‘KaK HayKn-He. cyliecTByeT. [OBOPSAT, YTO €CAKM 3aaaTh CTa IKOHOMUCTa
BONPOC «Y4T0 Kakoe 3KOHOMUKA?», TO 06A3ATENLHO NONYYULLL CTO Pa3NUYHLIX Onpeaen
‘HWA, B TOM:MUCNE 1 Takne: «JKOHOMUKA — 3TO Kayka-0 OoraTcTee; Hayka O TOM, KaK Jitof
aapaéarblaaoor xneb CBON HacyWHbIR; TO, YEM 3aHUMAIOTCA. IKOHOMUCTLE, MeXaHnka n
Ne3HOCTU W CBOEKOPLICTUSA, Hayka O TOM, NoYeMy.fIOAN NOCTYNaloT TaK, kak nomynanor
_BCE B XU3HN NPOMCXOANT TaK, kak NPOUCXOAUT».
4. B PYCCKOM A3bike' TEPMUH (3KOHOMMKa» UMeeT asa OCHOBHbIX 3Ha~4euua KOTOprM
aHTTINACKOM A3bike CoOTBETCTBYIOT ABA Pa3HLIX CrioBa — «economy» 1 «economics». B
NepBbIX, «3KOHOMUKa» — 3TO'BCE TO, YTO CBA3AHO ¢ MPON3BOACTBOM, pacnpeaenenmeM q
.. OBMEHOM. TOBApOB WU YCNyr C LUENLI0 WX NOTPeBneHUa ANA YAOBNETBOPEHUA HYWJ 1. NO
Tpe6Hoc1'ev71 noaen; 8o-BTOPLIX, 3T0 HayKa, KOTOpas:M3y4aeT IKOHOMUYECKoe noseAeHH
SMOAEH, 3aKOHOMEPHOCTN NPOTEKAHNA XO3ANCTBEHHLIX NPOLIECCOB. - - .
-5. JKOHOMMKA — 3TO CoumManbHan Hayka. B He# pasnuualoT ABe 60nbu.me 06nacm neene
AOBAHNA — mepoakonomnxy ¥ MaKPOIKOHOMMKY. MUKDOIKOHOMMKA. 3aHUMAETCS U3Y4eRt
“eM NOBEAGHNA OTAENbHLIX XO3ARCTBYIOLWMX CyOBLEKTOB, TakvuX Kak NpepnpuaTtie Wi
bupmMa, a MaKkpO3KOHOMMUKA ~ WN3YYEHWEM HALMOHANBHOW 3KOHOMWKM B UENoM. Brigens
I0TCA TaKke ME303KOHOMWUKa (noaeAeHme NOACHCTEM HALUUOHANbHOK 3KOHOMUKM) N’ Mer?
"'9KOHOMMKA (NOBEAEHWEe MUPOBOi 3KOHOMUKM B Lenom). Ecnu rosoputs -06pasHo, To mal
PO3KOHOMMKA 3AHUMAETCH. U3yYEHWEM NEca B LieNoMm, a MMKpOSKOHOMMKa wayqaer o
- AleNbHbie COCTaBNAIOWMWE Ero AepeBbA.
.8. PasanuualoT aBe AnameTpanbHO NPOTUBONONOXHBIX CUCTEMBI xoanucraoaarmn Aaa 01
- HOBHBIX_TUNA 3KOHOMWKN. DTO — PLIHOYHAA U aAMMHMCTpaTMBHO-KOMaHAHaﬂ 3KOHOMUK
OAHaKO B COBPEMEHHOM MUpe OCHOBHOM TWMN 3KOHOMUKMN —~ CMeLUaHHbIA.
a ki
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UNIT 2 THE BASIC ECONOMIC TRILOGY:
SCARCITY, CHOICE AND COST

Text 2.1 oo o
The Problem of Scarcity
: : “The first lesson of ecanam/cs is scarcity:
" There is never enough of anythmg to satisfy all those who want it."- Tomas Sowell.
(1) Introduction. Economists argue that people are never satisfied with what
they have, and practically everyone wants more of something..If-we interview
people to find out what they think they need, or want, or desire, the list will be
very long indeed. It will include all material desires plus non-material desires,
such as love,. affection, companionship, power, prestige, and leisure. in con-
trast to our wants and desires, the resources (such as time, money, or goods)
we have at hand to satisfy our desires or achieve our goals are scarce (oth-
erwise, finite or limited).
(2) Scarcity is universal. Because wants are unlimited, and resources are
not, scarcity exists everywhere and at any point in time. Scarcrty Is an rnescap-,
able fact of our life, like gravity. Neoclassical economists argue that it is scar-
city that makes the world go round. In a world without scarcity, there would be
no economics!
(3) What, exactly, is scarcity? The word scarcrty comes from the word scarce,
which means- “the amount available is limited” or, aIternatrver, ‘the . available
amounts are not.completely unlimited’. Consequently, “scarcity”, in the economic
sense, means. “not _having. sufficient resources to produce enough to fulfill
unlimited subject/ve wants". Both of the followrng qualifications, thus, must be met
if something is.going to be called “scarce” in terms of économics: (a) people must
want it, 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 much 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 prrce The signal that indicates the relatrve
scarcity of the resources necessary to produce 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 you 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 commodity is becoming relatively scarcer. When the price |s
falling, the commodity is becoming relatively less scarce.
(6) Things that are not scarce don’t have economic value. If ' you can get
somethrng 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 unlimited quantrtres) 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 rt 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 something
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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 carefully 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 haveto 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: aII
of the goods we colild ever-possibly want and never have to make sacnﬂces
Such a state of negative scarcity is called abundance or plenitude: o

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

(8) To sum up. We live in the world of scarcity: 1t is an lnescapable 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.

‘Scarcity is a‘relative concept Itis relatlve 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 1f somethlng is"available -in unllmlted quantltles
(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 neoc|ass|cal economics. This focus on scarcity
continues to dominate neoclassical’ economics, which, in turn,’ predomlnates
in most academic economics departments However, ‘it should be noted that

the neoclassical school of ‘economic thought has been cnttcrzed from a van-
ety of quarters in recent years. '

A. TEST YOUR UNDERSTANDING )
1. Decide whether the followmq statements are true ‘or false
A. What is scarclty‘?
1. Scarcrty is, like gravity, an |nescapab|e fact of our everyday ||fe
2. Scarcrty confronts people businesses, and socretles EE IR
3. A'synonym for scarcity is abundance '
B. Scarcity‘and economics - . - T
1. In a world of scarcity there would be RO €CoNOmiCS.
2. Scarcity is a central idea of neoclassical economics. )
3. Sormre economists. argue that the basic economic problem is scarclty.

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

1. Scarcity forces us to.choose. ‘
2. When things are scarce, we have to make choices. T
3. Scarcity results in the need to choose.among avarlable alternatlves
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D. Scarcity, price, and value
1. Scarcity reflects prices. - .

2. When a resource is scarce; lts price is hlgh

3. Abundant things .are of no economic value.’

4. You can have nothing-at a zero price. - -

5. Goods that are not scarce will have a Iower market value

E. Scarcity and wants ,

1. Human wants are unlimited.

2. Some people can have anything they want.

3. There is always something more an individual wants.

4. As long as we can get everything we want.at a zero price, scarcrty wrll be

always with us.
F. Scarcity and resources
1. Resources of all kinds are scarce.
2. Our resources far exceed our wants.

2 Choose the most suitable word:

1. Abundant products are (cheap, expensrve, scarce)

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

3. We cannot (define, obtain, require) all we want at a zero price.

4. Scarcity (affects, reflects, requrres) the choices we have to make.

5. If something is (abundant scarce, cheap) it won't have any value.

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

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

2. ... scarcity occurs both among the poor ‘and among the rich.

3. leen scarcity, we ... to choose between alternative uses of resources

4, Where goods are . |t is necessary for individuals and society to make i
choices as to how they are ... and used.

5. Scarcity exists because human wants for goods and services ...- the - -
quantity of goo‘ds that can be producedusing all .. - resources.. .

allocated, are forced, aval/ab/e exceed, relatlve scarce, zero.
4. Comglete the sentences::

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

2. Because economic resources are finite, we cannot

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

4. Scarcity means that we cannot have enough income or wealth to

5. Most of us:cannot get-all of what we want at any one time because Gee i
5. Restore the correct word order in the sentences that foIIow

1. Life is inescapable of fact.an.our scarcity. '

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

3 Scarcity is a measure of:relative price:

6. Answer the following questions without Iooklng back at the text: -

A 1. What is the first lesson of economics?
2. What is scarcity? Why is scarcity a central concept ln economlcs'?

3. What is scarcity relative to?..-
4. |s air/water scarce now? Why?
5. When a resource is scarce, its prlce is high. nght? Why’)

6. 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, making dlfﬂcult choices every day isa way of I|fe 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 requiréd for human survrval a
* time/money as limitations and constraints-that affect people’s choices;

* the difference between “this AND that" and “this OR that" in terms of
scarcity concept.

9. Prove or refute the idea that —

¢ time is a scarce resource;

* if there's no scarcity, there's no profit;

e scarcity is a cornerstone of capitalist economy, O

* 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 sayings:

* “If you 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

B. FURTHER READING ..
1. Read the text below and answer the questions: :

s What is abundance?

s 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
if it were free. Thus, scarcity (S) can be viewed as the difference between

person’'s desires (D) and his possessions (P). Mathematically, this can.b
expressed as S =.D - P. If P > D, a state of negative scarcity-exists which i

abundance. For most people desire exceeds possession--and. this provnd

the spur to material success. In others;.an excess of deswe over possessn
can also lead to conflict, crime and war.

2. Read the text below and answer the questrons :

o What's worth.more:.a pile of gold-or-a pile of salt? Why7
Gold or salt? Throughout history, many: people have chosen the salt. Gold
pretty, but you can't live-without salt, and when it was mare scarce than gol

it became valuable enough to use as a currency |tse|f (The word salary
even related to the Latin for “salt”.)

Today, of course, salt is close to worthless. ( G|ven the chorce between a pi
of salt and a pile of gold, you'd go for the gold every:time, because ther

less of it around. CONCLUSION: Scarcity has a lot to do WIth value In fa
they go hand:in hand.

3. Read the the text below and answer the questlons T
 Whatis the difference between needs and wants’)

e [s music a need or a want?

« What makes people s wants and needs virtually unhmlted?
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Wants vs needs. Humans have many different types of wants and needs.
Economics looks only at man’s material wants and needs. These are satisfied
by consuming (using) ‘either goods or services.

Needs or necessities are those goods and services which are requlred 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 different set of items he or she cannot do without. For a sick person a
medication may also be a necessity.

A want or a desire is something you would like 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 needs: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 g)ven
in the textin a tree-type diagram.:

Commodities are goods and services created by utmzatlon of resources.
Goods are defined as all things (physical items) from which individuals derive
satisfaction or happiness. Goods therefore include air to breathe, and the
beauty of a sunset.as well as food, cars and the like. Services are defined as
all tasks (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, hospital care, restaurant meal preparation, and teaching.

-+, A good is said to be an economic good (also known as a scarce good) if the
quantity of the good demanded exceeds the quantity available at a zero price.
In other words, a good is an economic good if people want more of it than
would be available if the good were available for free. :

A good is said to be a free good| if the quantity of the good supplied exceeds the
quantity 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 peoplée are wnllmg to pay to avoid
the item. A bad-is anything from which individuals receive dis-utility, or un-
happmess Examples of economic bads include things like garbage pollutlon
and illness. No rational individual will voluntarily consume a bad.. - -

£conomic goods are said to be tangible if they can be touched (such as a
car) and intangible if they are a quality or a feeling (such as friendship).

Those goods that are directly consumed by individuals to-satisfy their. needs
and wants are referred to as final goods. Those goods that are used to pro-
duce other goods are caMed j F fa??/? TH

Goods that are normally uged ove el i f/ ong or rjiTore  years, such as

an automobile, are referred tptal @Qi’éb q"hﬁéé et Bifeiised Bver-a short

period of time are nondurablas. 1
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C.TRANSLATE INTO RUSSlAN
Scarcity vs shortage. To say that something. is scarce is not to say that there
is a shortage of it.. Scarcity only means that the. avallable amounts .are not
completely unlimited.

Shortages are a difference between "amount demanded" and “amount supplled
ata given price. Shortages are caused by govemment prohibitions 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 pnce 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 Iong hnes there |s no
black market, and the market clears there is no shortage

D. TRANSLATE INTO ENGLlSH 5 :
A HeKOTopble 3KOHOMMCTB! -CHNTAIOT, YTO BCE IKOHOMMUYECKUE Beppbl: qenoaeqecraa =
OT. OIPaHUYEHHOCTM - (HEXBaTKM). pecypcoB:: Ho B AefCTBUTENLHOCTY, 3TO, HE-CoBCEM Tax
HexgaTka pecypcoB — NOHATUE. OTHOCUTENLHOE, MOCKOMBKY. norpeﬁnocrb B HUAX. onpene-
NAeTCA XapaKrepom W MHOWECTBEHHOCTBIO HatLMX KenaHui. :
2. Ckonbko 4enoBeKy H1 jait, emy BCe Mano. fpu aTom MHorme mop.n HE uemrr TO tn'o y
HUX ecTb. OHW XENalT YacTo TOTO, YEr0 Y HUX HET; KEPTBYA PAAU ITOTO TEM; YTO Y HUX
€CTb; XOTA T0, 4Ty’ HWX BbINO, ropasfo. AyyLLE TOrO, YTO UM B KOHEUHOM CYeTe AocraeT-
cA. Mopanb UTO UMEEM, TO HE LIeHUM, 8 NOTEPABLLI — NNAYEM. . :
3. HexsaTka pecypcoB ¥ HeobxoanmocTs 8bibopa, KacaTenbHoO Ham6onee 3¢)¢)e|cmaub|x
nyTei UCNonb3oBaHWA MEIOLINXCA PECYPCOB, WAYT pyka ob pyky.: i 2
B. 1. OxoHoMueckue Pectypchl, KOTYOpbIE MOXET. UCNONL30BaTL ANA onaneTaopeumn CBOVX
noTpeGHocTen Byab-TO HENOBEYECTBO B LIENOM, UN OTACNbHBIE CTPaHI,. npeAanm’Mﬂ " Ao-
MallHye XO3RAICTBA; — OfPannyeHbl, 3T akeuoma, He Tpebylolas Aokasarenbers. -
2. Orpannqennocrb PECYPCOB ABNAETCA TON «OTNPABHON TOMKOW», C KOTOPOR Haqmuaercn
CTaHOBNEHWE W Pa3BUTUE 3KOHOMWYECKOW HayKu. nemcmmenbno ecnu Obi pecypcs He

6binn orpanuqenbl. To 6nara npon3BoAUNUCSH - 61 B HEOrpaHU4MEHHOM Konudectee, a-no-

TPEBHOCTH YAOBNETBOPANMCL. 611 NoNHOCTLIO. B Takux ycnoBusx He HyxHa Geina 6b| 3KO-

HOMUYECKAA HayKa, HE HYXHO Bbino Bbl «3KOHOMUTL. .

3. Pecypcei orpaHu4eHbl BCeraa, Aaxe TOrAa; Koraa Bcero O4EHb MHOTO. Orpaumeuuom'b
PECYPCOB UMEET ABE CTOPOHBI — PEAKOCTh ¥ HEAOCTATOHOCTL. A CaMa OrPaHUYEHHOCTL
NPEACTaBNACTCA APAKTUYECKN YHUBEPCANbHBIM caovccnaom pecypcoa on.unumx B cq.)epy
KOHOMUYECKON KUSHEASATENLHOCTY NIOREN:

4. OrpaHWYEHHOCTL PECYPCOB — TaKOh Xe HeM368)KHbIVl dJaKT HaLLIeVI )Kvl:nm KaK W ace-
MUPHOE TAFOTEHME. SKOHOMUCTbI-HEOKNACCHKA YTBEPXKAGIOT, YTO UMEHHO HEXBaTKa pe-
CYPCOB ABWKET MUPOM. B MUpE U306MAMA HE CYLIECTBOBANO Bbl HUKAKO 3KOHOMMKM.

5. OrpaHnyeHHOCTL B 3XOHOMUYECKOM CMbICNE ~ 3TO OTCYTCTBME TaKoro' KONu4ecTsa pe-

CYPCOB ANA NPOMIBOACTBA TOBapOB ] ycnyr xovopoe AocraTquo .qnn onaneTaopeHuﬂ
noTpebHocTen niogen.. -

«‘

1

6. Korpa pecypc:umeeTca B n306MnUM (8 Heorpanuqeunom xonuqecme) To ero ueua

(akoHomuyeckan nnu OOMeHHas LIGHHOCTb) PaBHa HYMI0, NOCKOTIbKY €r0 MOXHO NONY4YUTb
6ecnnartHo Wunn 6e3 yeunuii: U Hao6opoT. Koraa-pecypc CTaHOBUTCA OFPaHNHEHHBIM, TO
ero- LieHa -(3KOHOMUYECKAA LEHHOCTb) Boapac:TaeT TaKMM 06pa30M uena oTpaxaer cre-
NeHb OrpaHWYEHHOCTH pecypea.:

7. OrpaHuieHHoCTs PECYPCos SKOHOMuUuEckas ueuuocrb = 3Y0 use CTOpOHbI OAHOVI Me-
Aanu, YcrpaHenne HEXBaTKW pecypca 03Hauano Sk ycrpaneHue ero 3KOHOMM4ECKOM ueu-
HoCTW. Orpmuarenbnaa HexBaTka pecypca o3HayaeT ero usobunve.

*k¥k
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Text 2.2 =
o _The Problem of Ch0|ce
. People define themselves by the choices they make.” — A popular saying.

(1) lntroductlon 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 things?. And what
difference does it all make? These are the questions of economics. Thus, at the
basis of any economic theory there must be some assumptions about human
behaviour, about how human beings act and how human bemgs dec:de how
to act and, more precnsely. how they choose to act.

(2) Who, exactly. chooses? Everyone. Each person, each famlly, each busi-

ness, each educational or religious or political' organization, each soc:ety each -

nation, everyone The successful ones are the ones who are: maklng the nght
choices.:

(3) Why do we choose'? Life is a series of chonoes 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.onetime.. .. . .

(4) What if nothing were scarce? It is easy to see that if either our wants

were limited or-our resources -were: unlimited, everything would be free. We

would not necessarily have to-make choices. We could “have it all.”. There
would be enough of everythmg 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 thatl .

(5) What do we choose? Because of scarcity, we have to make chouce-

decisions. We must decide which of our desires we will satisfy and Wthh 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 lucky
(or maybe both) we wilt 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 choices. 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) objectuves So whatever people consider to be most
important to them, those are the objectives which will guide their choices:

{n other words before taking any economic choice-decision “a rational eco-
nomic man” (“Homo economicus’) weighs, balances or calculates the costs
(pains) and benefits (gains) of his decisions and his potential actions in order
to choose the one which is the best for himself, which will give him the great-
est amount of satisfaction. At least, that is the basis of neoclassucal” econom-
ics, the dominant economic school of today.
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Stnctly speaking, neoclassical economics does not assume that each and
every real ¢oncrete human belng is rational and self-interested. But if the av-
erage is a person who is rational and self-interested; then- the system will act

“as if peop|e in general were rational and self-interested. Accordingly, neo-

classical economics studies an economic system consnstmg of ratronal self-

interested individuals.

(7) Which choice-decisions are the best ones? Thosé which best serve the

wishes of the chooser. Every person has a “personal set” of desires 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 achieving your objectlves’7 If 80,

you.are making the best choices for you.

_~{¥isnt always easy to make the right choices. Everyone makes bad chorces

m Even the society as a whole can (and does) make unwise choices: It

bés just great if all of us could make the right choices all the time!

"shin “up. We live in the world of scarcity, and almost’ everythlng is

use of scarcity, we have to make choice-decisions. We must de-

what to do with what we have in order to get as much as we can of what

w'mt An analysis of the choices we have to make forms the basis of the
sodal science of economics.

Neoclassical economics assumes that economic behavnour of people is ra
tional, and motivated primarily by their self-interest. Before taking any. eco
nomic choice-decision people tend to balance the costs and benefits of thei
potential actions in order to select the alternative(s) that they believe will give
them the greatest amount of satisfaction. So a goal. in life for each:of us is
look at our wants, determine our opportunities, and try and make the bes

choices by weighing the costs and benefits of our potential decisions and ou
potential actions.

O MYy

‘A. TEST YOUR UNDERSTANDING
1. Decide whether the following statements are true or false
1. We can't have everything we want.
2. Each person’s wants and goals are unique.
3. People of all sorts are rational and self-interested.
4, We ali have to. choose among competing altematives. .
5. Economrcs is sometimes calied the study of human behawour _
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.

9. Neoclassical economics is the dominant. economic school of today..
10.The right 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)?

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 limited.

2. Every person has a “personal ... ” of desires and objectlves

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

4. Any economic theory is based on certain assumptions about human ... .
5. People make decisions by weighing ....and ... of their potential actions..
6. The way that does the most to help us to-achieve our desires is the best ... .

behaviour, benefits, chooser,. costs, one, ones, set th/ngs

4. Complete the sentences:

A.1. People define themselves by

2. Because of scarcity, we all ..

3. We have to choose because ..

4. Economlsts argue that mdlvnduals always tryto ..

5. We must decide what to do with what we have in order to ..

6. Neoclassical economics studies an economic system consnstmg of ..
B.1. If our resources were unlimited, ‘everything ..

2.1 everythlng were free, we would not necessarlly have ..

3. If ..., there would be no need to choose or conserve or economize.

4.1f ... , we would have no reason to worry about economics.
5. We could “have it all” if ..

6. What if nothing were scarce7 Then everythlng

7. There would be enough of everything for all of us to have if ..
5. Restore the right word order in.the following sentences
1. Chase my rainbow, I'll 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 people choose? = .- o
2. How are choices made? : - - : e
3. What do people normally choose? -

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, choice, and self-mterest mterrelated‘?

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

10. Do you have alist of carefully chosen objectives? And a program for directing

all your money, time and things toward your objectives?

7. Render the contents of Text 2.2 in English. ’

8. Comment on the following statements: s
» “People are never satisfied with what they have: they always want more.”
“Beggars can 't be choosers "/ “Poor people don’t have much choice.”

B FURTHER READING

1. Read the text below and answer the questlons
» What would you do in Jack’s place?. -
¢ Do you agree with the moral of the story?’
Everything has its price. Economists maintain that when costs and benefits’
change, people's behaviour will change too.-Consider, for example, Jack, a
poor but honest man. When he finds $100:cash in a phone booth, he turns it’
in to authorities. Had Jack found $1000 cash, he might have acted similarly.
But discovery of $100,000 might have caused Jack to pause. MORAL: lt may
be very costly to be honest under some circumstances!
2. Read the text below and answer the questions: ' i
o What flaw in the human character is often responsible for bad choices?

What is the first principle to follow when making choice-decisions?
Thinking in terms of unintended effects. Because of scarcity, consumers,
producers and the government must make choices about how to best allocate
resources to-achieve maximum satisfaction of human wants. But life doesn't
always go as we expect or hope. Sometimes the choices-we make can pro-
duce the opposite result of what we had intended: This happens in ‘economics .
as well. Even great leaders are known to take fatal missteps, ignoring the
warnings of others. No complicated social theory is needed to explain this.
The reason is simple — a flaw in the human character, which is self-deception.
So the first. principle to follow when making a choice-decision, some experts

say, is that you must not fool yourself (into thinking you can have your cake
and eat it too!) — and you'are the ea5|est person to fooH

C. TRANSLATE INTO RUSSIAN

1. Economics is sometimes called-the study of scarcity and choice because
economic actlvny would not exist if scarcity did not force people to make
choices. In economics, choices are explained in terms. of trade-offs, or alter-
natives that are available whenever a decision is'made. In-other words, scar-
city results in the need to choose among competing alternatives. So: som
how, in the society, choices have to be made as to how we use the resource
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. Aitema-
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 alternative
opportunities before making some important choice-decision.

3. Economists usually assume that human :beings make the ch0|ces that
give them. the -best possible advantage, ‘given the circumstances they face.
Circumstances include: the prices of resources, goods and services, limited-
income, limited technology- for transforming resources into” goods and- ser--
vices, as well as taxes, regulations, and SImllar .objective llmltattons on the
choices they may make.

This assumption is especially characteristic of neoclassical economists ‘

Some non- neoclassnca! economists do also accept it, but some do not. '

D. TRANSLATE INTO ENGLISH

A 1 Xu3Hb yenoseka — 3T0 NOCTOSIHHLIA BLIOOP ¥ NPUHATVE PELeHUN.

2. Mu! He MoXeMm He Bbibuparb. >KM:sHb 3acraenseT Hac Bblﬁuparb eXeAHEBHO U exeyacHo.
FMo-Apyromy Henb3sA.

3. MNpeycnesaeT 8 X13HU TOT, KTO Aenaer npaaunbubm B8bI6Op. Ho c,qenaTb npasunbHLIA Bbi-
60op — He BCeraa.npocTo.

4. Bce Mbl coBEpPLLAEM UHOFAA OLLUBKY, He TaK m? Brino 6bi npocro npexpacHo, ecnv &bl Boe
MOTTIM BCAKWN pas AenaTb NpasinbHbIiA BbIGOp.

5. Korga niogu NPUHUMAIOT peLlieHue, BblGMpaﬂ 4TO- HuGyAb, onu UCXOAST, B nepayio Wepe}lb
13 CBOUX MHTEPECOB, BKYCOB 1 NDEANOHTEHUA.

. 3 KAKABIM BE3EHWEM UITN YAGUEH B KOHEUHOM CYETE CTOUT NPaBubHbI Bbl50p

. O yenoBseke MOXHO CYANTb N0 TOMY BbIBOPY, KOTOPbIA OH fenaeT.

. Koro-to BblbupaemM Mbl, KTO-TO- eb|6upae1' Hac. C aTUM HU4yero He noaenaelub. TaKosa
N3Hb. .. :
. 1. MHoroo6paaune nmpeﬁnocreu npu orpanuquHocm CPEeACTB NpUBOAUT K Tomy, 4T 8-
EeACTBUTESNIBHOCTY BYAYT yAOBNETBOPEHbI 4ANEKO HE BCE U3 HUX. -

. CnoBo «BbIBOP» 03HAYAET, HTO Mbi HE OrPAHMYEHBI KAKUM-TO OAHUM pemermeM no-
0NbKY, kaK MpaB4no, uX MHOXECTBO, U MEXAY HUMU Mbl U Aenaem Boibop. Mexay Yem
et Bbi6op? OTBET MOXET BbITh Criegylowum. Boibop uget mexay 3KOHOMUHECKMMY Ba- .
MAHTaM1 UCONb3OBAHUA' pecypcos KOTOpre npoaanmorcn B Hawnquem coomoweuuu
aTpar U peaynsTaTos.’

. MaBeCTHO, UTO KkaxAablii pecypc MOXeT, Bo-nepsbiX, 6biTh NPUMEHEH ANA YAOBNeTBOpe-
M PasNMUHBIX NOTPEGHOCTEN; BO-BTOPLIX, MOXET BLITh. PA3NUUHON 1 TEXHONOTUA ero uc--
onb3oBaHuA. “Micxoan U3 3Toro, Moboi akoHOMUYeckuid - BolBOp BbICTYNAeT Kak nouck:
aunyyLero BapuaHTa NPUMEHEHUR PeCcypcoB U3 Beex BOIMOXHbIX. OTCloaa 3KoHOMUYe-.
10 HayKy MOXHO XapakTepunaoBaTh kak Teoputo Bbibopa oNTUManbHOrO 3KOHOMUYECKOrO

LISHNA.

* %%k
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Text2.3
The Basrc Economlc Problem:

a Matter of Scarcrty and Choice
""“You can't have your cake and eat it, {00.”
“Yourcan't be at two dlfferent places at the same: -time.”!

: - English proverbs
) lntroductron 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 getto use how much of what?.An-“economic problem” too? Sure. An
economic problem is a problem of having to choose-— like whether to have
your cake oreatit. . .

What about the whole socrety'7 Does it face a problem of choosrng? of d
ciding who will do what, who.will get to have how much of what, which thing
to Use up and.which o save and all that? Of course it does! . '

These days people are concernied about the crime rate, inadequate hou
ing, drug abuse, AIDS, unemployment, rising prices, poverty, the populatio
problem and about environmental destruction. Are problems of this sort ec
nomic problems? Yes, they are. No argument on that score.

“What -about the problem of international tensions? wars?. terronsm’? separ
tism? drug and human bemgs trafﬂc'> Are these economrc problems"

course theyare.

All real-world problems - all the problems that face the human race - a
economic problems. True, you'll never find a real-world issue or problem thi
is_purely. economic. But almost every real-world rssue or problem you

think of has some important economic aspect. .~ o

_ (2) What is the basic economic problem? All economrc problems ,no m
ter whether they are large .or small, individual .or national, monetary.or n
monetary —resuit from two undenrable facts. First, the wants of people; as
dividuals, businesses, or society, are unlimited and endless - as some
these wants are satisfied; more arise naturally. -

Second, there is a constraint-on people in thelr attempt to satrsfy th
wants. The constraint is that there are limited amounts of avallable resour
As a result, chorces must be made about how to’ use these resources in o
to maximize our satisfaction, or progréss toward our objective. Since all
nomic problems we can think of refer to the same two things — the scarci
resources. and unlimited wants; we can talk about- some basic economic p#
lem which can be defined as the problem of carefully choosing.what to
with.our scarce things in-order to maximize our progress toward our obj
(3) Who faces the economic problem? Everyone. Each person, each fa
each business, each' society, each nation. Everyone. The economic proble
the problem of deciding what to do with the things we have — is truly univers

faces us practically everywhere, and all the time. It is present in everythi

faces each individual, each family, each business. It faces each society, |
nation. More and more it is coming to face the entire world as a whole.:
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(4) The economlc 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' to produce? (By what methods? Using what re-
sources?) and For whom to pmduce?

(5) Why do we face the economic problem” The reason that we face the
economic problem - mdwndually and as a nation — is that none of us can have -
all what we want given the scarcrty oof 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 that 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 life we're ‘having to decide what to do with. ourselves
~ with our time and energy, and what to"do with our possessuons -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 this or that. There's just no
end to it! All the time all of us think about the dlfferent things we mlght do,-and
then we try to make the best choices — from our own pomt of view —as to how
to solve the economic problem we are facmg

(7) To sum up. The basic economic problem is the problem of having to
choose what to do with our scarce resources in order to make the most pro-
gress toward whatever it is that we want most to achieve — like whether to
have your cake or eat it. The economic problem is inescapable. it results from
two undeniable facts: people’s unlimited wants, and the scarcity of avallable
resources. It'is impossible to avoid it personally or as a nation. And it i |s facmg
us all the time. .

A. TEST YOUR UNDERSTANDING
1. Decide whether the following statements are true or false
1. The wants of people are unlimited.
2. All economic problems result from scarcity.
3. Some people can have all what they want.
4. All real-worid problems are purely economic problems
5. The basic economic problem is the: problem of choice.
6. Neither individuals nor societies differ in their basic' objectives.
7. The economic problem 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 is an
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, to)?
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3 ‘Thie.economic” problem is” thé problem of decrdlng what to do with- the
*‘things* we' have in:order to (achieve, obtam constram) our goals

4. Thereis a: (constram constramt) on people in thelr (alm attempt) to
-'satisfy their économic wants. = '

- 5. Human wants are endless as some of them are satlsfled more (nse
- > - arise; face) haturally. o

3. Fill in"the blanks using the words qlven 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 facmg

4 All economic questions and problems arise from ..

5. Every socnety has always .. economlc problems
6. Trme isa- thlng

an economrc problem explain, faced, scarce scarcrty, avallable
4. Complete the following sentences

1. You can't have your cake and .

2. You can't be in two different places

‘3. An'‘economic problem is a problem' of -

4. All economic problems we can think of refer to the same two thlngs —-.

5. Any economic system must provnde the answers to the three basrc
economic questions; (a) What will be ... ; (b) How ... ; (¢) ..

5. Restore the right word order in the followmg sentences

1. The all problem of economic relates to us.

2. Economic problem face when the people do? -

3. Scarcity made because choices must be of:. -

6. Answer the following questions without Iookmq 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’?

4. When do, people face the economic problem'7

5. The economic problem relates to all of'us in the same way,. doesnt lt’)

6. All economic problems result from two undenlable facts. What are they?

7:What do &ll economic problems have in common? .

8. In what way can the basic economic problem be solved?

9. What are the humamty s blggest economic problems at present'> Ry

B.1. Do you have any economic, problems’? Name some of them, if any

2. How do you usually. tackle your.economic problems’? I How do you decrde
“what.to do with your scarce thlngs’?

7. Render the contents of. Text 2.3 in English.
8. Discuss:

« the problem of poverty and terrorism in. terms of the economlc problem
9. Comment on.the following statements:

¢ “Rich: people do not face economic problems.”
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B. FURTHER READING -
1. Read the text below and answer.the question: .
o What are the three fundamental economic problems. facmg any economy?
Basic economic decisions. No two economies: are orgamzed in exactly the
same way, but all have to solve three fundamental problems:’ .
o What should be produced in the .economy?-What quantities. of food, moblle )
phones or banking services should be produced by the economy? How many
trees need to be. 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 educatlon?
e How should production be organ/zed? Should a firm use labour or machm—
ery to produce their goods? How many workers should be employed'? Where
should productlon take place? These are all examples of |mportant productlon
decisions. = . .
e For whom should pmductlon take p/ace? Should everybody be entltled to an
identical share of production, -or should some receive more than others? We
know that the distribution of income and wealth in the modern 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 Iast twenty years.
2. Read the text below and answer the question: .
e 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

education. On graduating from the University you'd ||ke to. get an interesting
and well-paid job. Lots of conflicting. objectives, .right? Sure. Frustrating? You
bet. But that's scarCIty at work.- Thatseconomlcs That’s hfe s e

.. C. TRANSLATE INTO. RUSSIAN S
“Chonce-declsmns” 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 very long: 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 to use all the
buildings, machines, equlpment raw materials, management and workers’
skills and everything else in the best possible.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?
ow much of each kind? When should we add more inputs? Or cut back some?
d 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 chioose? It is
assumed that all firms are following rational decision-making, and will make all of
the moveswhich 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’ econornic
problem:is not obvious. Not uniess you understand economics.

The SOCIety might aim for any. number of objectlves defined’ most\y by the
people who have the power to influence the economic choices: Each society has
some kind of économic system. it's through the “economic-system” that the
economic thoices 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 de
with what, and who will get how much of what — is diffused among many people

_In other Souetnes this control is concentrated in the hands of one, or a few. -

D TRANSLATE INTO ENGLISH -

1. Yenosek crankuaetca ¢ 3KOHOMUMECKMMW npoBneMami NOBCIOZY ¥ NOCTORHHO: W

NPOCTO 'HET konual U -OT HUX Hekyaa AeTbCﬂ Onw noacmAy 1 B0 BCem. 310 Heonpoae|
HumblA/oBweyssecTrbI daKT::

2. JKOHOMUyeckue NPOBReMbl. UMeloT aovncwmy aceoGLuvm xapak'rep OHu KacatoT

BCEX: U OTAenbHeIX SoAeH, U NPeARpusTHR, W obuiecTea B uenom. Bee Bonbiue 1 Gorbl

OHV HAUWHaIOT KaCATHCA 1 BCErO YenopedecTea.
3. B ocHose IKOHOMMHECKUX NPOBIieM NEXUT NPOTUBOPEUKE” Me)my Heorpaﬂmemuw f
TpeGHoCTAMY 4eNoBeKa 1 OTPAHUHEHHOCTBIO PECYPCOB; UMEIOLLMXCA B €r0 pacnopsKeHw.
4. Na-3a OTPAHWIEHHOCTH PECYPCOB HUKTO U3 HAC He MoXeT NONY4YUTL BCE, YTO TOMBKO
33xo4eT B AaKHLIA KOHKPETHBIA MOMEHT BpeMeHu. Bcem Ham NOCTORHHO NPUXOAUTCS
nath BbIGOp kacaTentHo TOMO, Kakitm 06P23OM UCRONLIOBATL UMEIOLMECA Y HAC Pecyp
4ToBbI B MakcumanbHoii Mepe NPOABUHYTCA Ha NYTH K CBOEHA LENH, PelunTh CTORLUYIO
pea HaMu skonomuueckyto npobnemy.
5. FlouTh Kaxgelit Haw BLIBOP — 3TO HaW CNOCOG PELUEHNS COOTBETCTBYIOIEN 3KOHOMV
ckoi NPoSnemei: DxoHOMUIECKas npoﬁnema MHOrorparHa. Met cTankueaemcs ¢ Hel v
noTpebuTteny — pewas, YT0 U NO KaKoM UEHE KyNuTb, W KaK rpaxaaxe — OTAasas Caov
NGC 33 TOrO unw UHOTO KaHauAaTa, ot kotoporo GyaeT 3asuceTs, kyaa GyayT: Hanpaan
€5l HANOMOBLIE OTYMCTEHUN ¥ KaKuMmy 0 BenuumnHe ByayT camu Hanoru. .

6..Takum. 06pa30M CywecTsyowuit xoticbnwx'r Mexay no*rpeﬁﬂocmw " aoamox(uom
CTaB“T NePen 3KOHOMWKOW TPU BaxHeWluue 3aaaqu: (a) Kakue ToBapsl 1 ycnyrv gon
BbITH TPOU3BENEHD! M B KAKOM xonudectee? (6) Kakvm obpa3zom NPOV3BECTU 3TV TOBE
W(B) KT0:! ‘Byper no*rpeGnmb 3TW TOBaAPLI Y YCAYrY, ANA KOI‘O ux Hy)KHO nponaaonmb?

R .
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Text 2.4
Solvmq the Bas:c Economlc Problem :

“If you do not care where you are going, any way will take you there.” An Engiish proverb. -
(1) introduction. What do we need to do to solve the economic problem? Basi-
cally, solving the economic problem is simple enough. All we need to do 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 question.to answer.
(2) The best possible way to solve the economic: probiem is to maximize.
In economics, doing the best you can: possibly do with the limited-things you-
have to work with when solving your economic problem is often referred-to as
maximizing. Maximizing is using each thing you have in the best possible way —
in the way that will help you.the most to get to your chosen objective(s). When
you are maxnmlzmg you are making as much progress as you can-on the way of-,
solving your economic problem. : .
(3) What are people trying to maxnmlze'? Every time people use up or spend up'
something, they do it for some reason. They- have some objectives and they‘
would like to maximize their progress toward those objectives.

As individuals, people make choices that maximize their self-interest. As con-
sumers, we make choices that maximize our satisfaction from:-consuming goods
and services or by engaging in some activity. As producers, firms make choices '
that help to achieve a high-level of efficiency and maximize their profits. As a
society, we make:choices that:maximize the satisfaction levels of all individuals,
aiming for "the gre'atest happiness for the greatest number™. " -

(4) To maximize means to economize and optimize. If you want to use your

money, time, and everything else you have to work with so as to maximize
whatever you want ta' maximize,’ then you have to manage your resources' as

carefully as possible. You have, in terms of economics, to ‘economize and opti-
mize. For example in"order to maximize your progress in learning somethlng

you must economize and optumlze the use of your study time.

(5) Economizing and optimizing are two sides of the same coin. The terms’
economizing and optimizing have the same meaning, but the emphasis.is dif-

ferent. Economizing emphasizes the negative side of choosmg Optlmlzmg

emphasizes the’ posmve side of choosing.

Economlzmgsays “1 will use my money and time and scarce things | have’ as
sparingly as | can in order to achieve my objectives at the least cost. ln other
words Fll try to minimize costs for a given gain (benefit) as much’as | can.” )

Optlmlzmg says: “l will try to use each dollar and each hour and each thing'|
have in such a way that each will cary me as far and as’ fast as possible toward
y objectives. In other words, 'l try to maxnmlze galns (benef ts) for a glven
ost as much as possible”.

In a free society, people who have a clear-cut objectlve and want to achleve lt‘
ust manage their resources carefully by both economlzmg and optlmlzmg '
6) Economizing and optimizing are very personal thmgs some are
ise, and some are otherwise. All of us want what we want. We all have our
objectives, goals, desires, and wants. in order to fulfil them, to get as much
we can of what we want, of whatever means the most to us we all try to use

29




(sometimes thoughtfully, sometimes instinctively) the things we have to worl
with — our money,-time, energy, and things —:as effectively as possible. In oth
words, while solving our economic problems we all try to economize and optt:
mize the use-of our scarce resources, to manage them carefully ' ;
But there’s no onhe universally accepted way of economizing and optrmlzm
Different people choose to:economize and optimize the use: of their r
sources in different ways. Some people make wise choices. They succeed i
doing the very best they can with what they have and are happy. Some peopl
make unwise choices. They fail to achieve their dreams or objectives and a
miserable. That's the result of each lndlvrduals economic problem solvmg
yours, mine, everybodys '
(7) How to succeed in life? The lesson to be learned is that. our success i
life depends largely on how much effort we actually put into the task of econ
mizing and optimizing our time and money and things when trying to achiev
our objectives and get ahead - to.have -more things and to build some futur
freedom and. security . Those who don't care so much about the. future:do
have to go to all that trouble: After all, if you do not care. where you are goin
any way will take you there..
(8) To.sum up. The economic problem isa problem of havmg to choose wh
to do with our scarce resources in order to maximize our progress toward o
objective(s). To solve the:economic problem and thus to reach our objectives
we need to do is (to) answer the question of how.we can best use what we have:
work with. People normally try to solve their economic problems by eith
economlzmg (minimizing costs for a given gain) or optimizing (maximizin
gains for a given cost) the use of the available things. Those who do the
possible job.of answering this question get the most they can of what th
want. Those who don't, don’t.
(9) Examples. So far this dlscussmn has been rather abstract Now |et's tu
to some practical examples to. make the concepts more concrete. :
* Right now.you’re reading. these lines. But there are a dozen other thmgs y
might have been doing right now.. R/ght? Sure. So your cho:ce—decrsron was
study. English instead of dorng some other th/ng It's the way you have solv
your own personal economic problem your problem of choosing — of decidi
what to do.with. what you have.in order to reach your object/ve or fulfil y
desrres .or avoid risks, hardships or troubles. .
‘Consider this situation. It is the n/ght before you take your m:d-cou
exam in Econom/cs You have figured out that you have 12 hours left bef
you_have to go to the exam room. There are several ways that you could u
these 12 hours that would make you happy. You could watch the. Thursd
night football match on TV, you could ‘call friends on the phone, you co
sleep or just listen to music, you could go out to a dancmg party, or you.co
study for the exam in. hopes of attammg a better grade. All of these activiti
would' ultimately ‘provide sat/sfact/on to you. But there is ‘clearly not eno
time in the next 12 hours to do all of these acttv:t/es In other words, time
your scarce resource. Thus the. economic. problem facmg you'is to cho
the ‘activity or combination of. activities that will bring you the most satisf
tion. Which choice would you make?
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- A. TEST YOUR UNDERSTANDING -
1. Decide whether the following statements are true or false. =
1. There are people who make wise choices. - AR
2. Most of us want to get as much as we can of what we want
3. As individuals, people make choices that maximize their profit.
4. As producers, people make choices that maximize their costs.
5. As consumers, people make choices that maxrmlze their satlsfactlon .

from consuming goods and services.
6. As a society, we make choices that maximize the levels of satlsfactlon

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 suijtable word:
1. Each business seeks maximum (production, progress, profit).
2. Businesses try to (achieve, obtain, produce) a high level. of»éfﬁciency. .
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 will take you there.

3. Fill in the blanks usmg the words. glven below:
.. .and minimum......

1. Each business seeks maximum .

2. The best possible way to solve the.economic problem isto ..
. what we want to have.

3. To maximize is to make choices that help to ..

4. To solve an economic problem means to .. the available.. resources in
the best possible .. . o v o _

5. To... costs for a glven gam and .. gains fora given cost are two sides of
the same ., ' R

ach/eve allocate coin, maxrm/ze (2) m/n/m/ze pmft costs way

4, Comglete the followmg sentences: .

1. Maximizing.is .
2. Some are wnse some are . , ,

3. In order to maximize, you have to... and..

4. The objective of every business firm is to .

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

6. The aim of each firm as a decision-making agent is to. minimize .
7. People try to ... their scarce resources as ... as possible. -

5. Restore the con'ect word order in the sentences that follow
1. The solving economic problem is enough simple? o
2. Negative side of choosing: emphasizes the economizing.

3. A given cost means optimizing gains for maximizing.
6. Answer.the following questions without looking back at the. text S
A.1.Is there any general rule to follow for successfully solvmg economic problems'?_

2. What is maximizing /optimizing /feconomizing? . . . - .

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

4. Optlmlzmg is a very personal. thing, isn't it? Why?.

5. What do our success in lifé largely depend on? .

B. 1. What do you think is your greatest/most scarce resource'?
2. How hard do you usually work at economizing.and.optimizing when solvmg

your economic problems?
3. Do you always manage your resources as carefully as possible?
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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 the most to you? Who or what do_
you think helps you the most to get to your chosen objectnve(s)’?

7 Render the contents of Text 2 din Enqhsh
8. Suppose:

« abusiness is faced with a: choxce between usmg or domg or maknng or buymg
or selling one thing (“choice. x) or another (“choice y"). If “choice X" looks

more profitable than “choice y”, which do you think the busmess w1|| usually
choose? Choice x? Choice y?. Why‘7 s

. Comment on the following statement:
“Only poor people have to’economize and optlmlze

©o

_ - -B.FURTHER READING
. Read the text below and answer the que'stionS'
How badly do businesses need profits? -
Is profit maxiimization really the only objective of all bus:nesses? Why? .
Is it true that most businesses operate very close to the breakeven point?.
Theory of the firm: business decisions. Perhaps the most important of the
assumptions that make up theory of the firm is the assumptlon that the aim of
the firm as a decision-making agent is to maX|m|ze (economlc) profit and
consequently, minimize costs. -
But is maximum profit really the one and only objective of all businesses? Actu-
ally, no. Business decisions are based on a variety of different motives. But you
may be sure that no business can afford to ignore the question of whether or noi
it is going to make a profit. All businesses have costs. The costs are usually al
most as high as (and sometimes higher than) the revenues coming in. This
means that business profits are usually small. Losses are not unusual. It isn't un
usual for business owners, during bad years, to. receive no return at all. Mos
businesses operate very close to the breakeven point. If anything goes wrong
they find themselves fighting for survival. Aiso don't forget that thousands o
businesses go broke every year. All businesses face this problem. How ca
such things happen? Simply by letting costs get too high or revenues too low. :
Making a profit is not the only objective of businésses, true. But'the need t
make a profit certainly can't be ignored. For the business no other need ¢
objective is as universal, as inescapable, as constantly nagging as the nee
to make profits. and to: av0|d Iosses Why? Because the survwal of the bus
ness depends on it. '
2. Read the text below and answer the questlon

» What has one got fo do to'manage-his or her cash-flow successfully?
Economizmg how to manage your cash-flow successfully. The key-to managir
one's cash flow successfully is in.a well-thought financial cash-flow management pla
Have you ever met someone who complained that “there was too much month left
the end of the money"? This can happen mare often than one thinks. In fact, itis qu
a normal occurrence, even for those in good fi nancial shape..

To avoid this, one must economize.: Econom|zmg is merely determinir
how much one can spend-on each expense item so that the expenses do n
exceed income over time. Since ‘“income” is the limiting component of

economizes by incurring expenses based upon the amount of income 0|
expects to receive over time:
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Economizing is planning your expenses to match your inflows from income over
time. The key to successful economizing:is in setting goals and prioritizing them.
One can usually. predict 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 time to
time. But how much you spend on these and other items depends upon your- per-
sonal choice-decisions, which, in turn, depend upon your goals and-priorities. -You
can make a successful cash-flow management plan by projecting your expenses
based upon your short-, - intermédiate-, and long-term income expectations, as
well as on your goals and priorities.

C. TRANSLATE INTO RUSSIAN d
Run, business, run! Price is the sum of all “elements of cost’, plus “profit” by
the producing company or corporation, increased by the “profit" amount
added by the “supplier” or “distributor”, plus inflation, plus all the taxes im-
posed by Federal State and Local Governments. Beginning in the early six-
ties, the U.S. “producer” started to feel, and couldn't stand, the pressure of all
these costs and regulations being imposed on him; so he began leaving the
country to produce his product where it was cheaper to build his product, and
less costly and less cumbersome to do business. How simple the problem
and how simple the solution! ,

' D. TRANSLATE INTO ENGLISH S

1. Kak npeycneTb B XU3HWU, COXPAHUTL W NPEYMHOXUTL TO, YTO 6onblie BCero ana Hac
3HAYUT, AOCTUTHYTb TOrO, Yero Mul Gonblue BCEro XOTUM? SKOHOMUCTBI YTBEPXKAAIOT, YTO
BCe, 4TO ANA 3TOFO Hy)KHO cenath-— 3TO NPABUNELHO OTBETUTL HA BONPOC: Kakum obpasom
nyuie BCero Ucnonb3oeaTtk TO, YTO y Hac ectb. Ho cgenarts 310 oueHb TpyaHo. OgHako
TE, KTO Hannyywum obpa3om OTBEHAIOT HA 3TOT BOMPOC, NMONYYA0T MAKCUMYM TOFO, Yero
OHU XOTAT. Te Xe, KOMy He YAAETCA NPaBUNbHO, OTBETUTL HA 3TOT BONPOC, — HE NOMY4aloT.
2. B npuHuune, peienne aanHoi .npobnemst gocratodHo npoctoe. Ecnu y Bac scHas
Uens, U 8bl XOTUTE JOCTUYE €€, TO Bbl LOMKHBLI YMETh 06pauUiaTbCa C UMEIOUIMMUCR Y Bac
pecypcamu Becbma pauvTtenbHo. Ha A3bike 3KOHOMUKM, 3TO 03HAYaeT UCNONbL3oBaTh UX
apcpekTuBHO, T.€. 6EPENNUBO U C MAKCUMANLHO NOMHON OTAAYEH.

3. Ecnu sam 6e3pasnuyHo, Kya Bbt uaeTe, TO Bbl MOXETE HE yTpyxaaTh ceba 3abotamu o
suibope nyTu, 60 nwwbon nyTb Bac obasaTenbHO Tyaa Npuseger.

4. Kax npasuno; nioan uMetoT tenu. U ecnu mioau uayT Ha kakue-nu6o pacxoAbl unu 3a-
“TParbl, TO OHU 3TO AENAIOT NO KAKOW-TO MPULNMHE, ANA AOCTUXEHUS KaKUX-TO Ueneii. U Bce
OHU XENAKT AOCTUIHYTb UX KaK MOXHO BLICTDEE N C HAUMEHBLLINMU 3aTPATaAMU.

5. Niogu AomkHst GbiTe TBOPLAMU CBOEMO CHACTbA. Y HEKOTOPLIX MOAEH NONyHaeTca KaK-
TO, UHTYUTMBHO NUBO NO paccyxgeHuto, aenarts Bce HaunydwmuM o6pasom, npuHUMaTh
npaeunbHble PeLleHUA, U OHWU JOBOMbLHLI M COBOM, U XU3HBLIO. [ipyrue xe, npuHUMatoT He
camble Myapble peliteHus. B peayneTaTte UM He yARAETCsl OCYLECTBUTL ‘HU CBOEIH MEYTHI,
HU gobutbcs ceoux uenen. U oHu qyamay»or ceba HecuacTHbIMU. YBbI, TakoBa Hawia
XU3Hb. TBOA, MOA, KAXAOTO.

6. HekoTopule CHUTAIOT, UTO OBLIECTBO Aon)KHO 66iTh ycrpoeuo TaKuMm oﬁpaaom 4T06bI
NPUHOCUTL MaKCUMASbHY!O )’AOBneTBOpeHHOCTb MaKCUManbHO Gonbliemy YnCcny noaen.

A KaK cuuTaere Bbi? »
‘ *kk

33



Text 2.5 - : : :

v . The Discomfort of Opportunity Cost
“There is no such thing as a free lunch.”— An English proverb.
(1) Introduction. People (and organizations, and societies) are never satisfied
with what they have: they always want.more. They want to do more and to
have more than they can do or have. It's too:bad, but the resources they use up
making, improving, protecting, enjoying, learning, or doing any one thing can't
be used for making, improving, learning or doing any other competing thing.

So what happens? It happens that you have to choose among-competing alter:
natives. One of the most important results of this choice-making necessity is tha
each time you choose to do or have or use one thing, you are automatically deny
ing yourself the opportunity to do or have or use some other thing, which is thd
opportunity cost of our choice-decision — mine, yours, everybody'’s.

(2) What, exactly, is opportumty cost? Opportunity cost, or economic cost,
simply cost, is a key economic concept and one that we ‘can observe daily, aj
though we' seldom stop to think of the trie costs of the decisions we make ead
day. It can be defined as the cost of any good, service or activity measured §
terms of the lost opportunity to use the good, service, or time'in its best afternatif
activity (and the benefits that could be received from that opportunity). Put af
other way, it is the highest valued option (the next-best or the second- best altef
native) that must be sacrificed to attain something or satisfy a want. »
(3) An opportunity cost is the beneﬁt/opportumty lost. The basic idea bf
hind the opportunity cost is that most things in life are never free — they conj
at the opportunity cost of something forgone. In other words, in order to hay
whatever you decide to have you must give up.(or: forgo, discard, pass up) t§
oopportunity to have the “something else” you also wanted. Choices. touseq
scarce resources. in one way are also ch0|ces to not use our- resources
some other way.
(4) How can one evaluate the opportumty cost of a: chou:e-dems:on" ;
simplest way to estimate/evaluate the opportunity cost of any single econot
decision is to consider, “What is the next best alternative choice that could]
made?” or “What would I have done if I didn't make the ChOIce that 1did?” |
(5) The cost of any item or act|V|ty is not what you pay for- it. It follows
that the cost of.any item or activity.is not just-what you pay for it. it alwayd
volves the benefits you could have received by taking-an alternative actiof
the “risk” that you could achieve greater benefits- with another option: !
(6) Opportunity ‘cost ’is a subjective concept. It follows that opporty
cost is.a Subjéctive, individual concept, and the evaluation of choices and
portunity costs will differ. across mdlwduals households, and societies. |

tives, but rather the: benefit of the best one (in the decision-makers’ view,
(7) An opportunity cost is not always a number. Unlike most costs di

to associate cost with the money price of goods (also called the account]
explicit or out-of-pocket cost), an opportunity cost is the value (be it mone
otherwise) of the good or activity given up in place of the good or activity 3
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 register. it includes what is
directly paid for the item or activity chosen and the cost of giving up the next
best alternative, i.e. the opportunity cost of this choice. In economics, it is the
true, total measure of the cost of anything.

(9) The importance of the economic concept of opportumty cost Iles in
the fact that you can not assess the trueftotal cost of your choice-decision

without taking into account its opportunity. cost.

Opportunity cost also helps us to reflect on the values we place on deci-
sions. If we choose to part with our limited income on good A rather 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 natural fact of scarcity leads to the necessity of making

choices among competing alternatives. One of the most important results of this

- choice-making necessity is 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 to 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, not just economic
ones about how to spend your money;
opportunity cost is a subjective, individual concept and different people
evaluate opportunity costs differently; .

e an opportunity cost is not always a number;

 not all forgone opportunities are counted in the calculation of opportunity

-~ "cost, but only the costliest one of all those forgone;

'0‘ you can not assess the true/total cost of your choice-decision without
_taking into account its opportunity cost.

"“IFinally, we have to learn to live with the discomfort of opportunity cost — the

¥that there is no such thing as a free lunch, and that most things in life-are

W free and come at the opportunity cost of something forgone. '
JExamples of opportunity cost decisions. Opportunity cost is a key

homic concept and matters of opportunity cost fill our daily lifé. Examples
are plentiful/multiple. So, lets tumn to some of them to make the -concept

D concrete.

U's say you have five doIIars What wou/d you //ke to spend /t on? There

@ million things you would love to spend five bucks on, but let's.imagine

are only three things out there you really want to buy: gum, soda, and
fickets. (See the price chart below.)

[ Price “In order to buy a movie, you need to
, $ 50 give up "a certain amount of gum and
- soda. If you buy ten pieces of gum, you

$1.00 give up going to the movie or buying
$5.00 . soda. Decisions involve trade-offs. When

you make a choice, you give up an op-
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portunityto do something else. The highest-valued alternative you giv
the opportunity -cost of -your decision. Opportunity. cost is the highest-
forgone activity. It is not all the possible things you have given up.
~For.example, if you go to the movies you-have to give up a ceftain a
of gum and soda. If you are a sodaholic,.you have to give up five s
you are gum fanatic, you. surrender ten packs of gum. But, the op,
cost of a-movie is not five sodas and ten packs of gum. It is five sodas
packs of gum. Now do you get the idea of opportunity cost?
2. Suppose a city urgently needs a néw fire station and a new school b
‘But it has only enough money to- build one or the other. If the city buil
fire station the “cost” is the opportunity to have the school building; if th
builds the. school building, the “cost” is the opportunity to have the fi
tion. Can you see why economists call this the opportunity cost concept?
3. Opportunity cost is not the sum of the available altemnatives, but rat
benefit of the best alternative of them. Remember? The opportunity
the city’s decision to build the hospital on its vacant land is the loss
land for.a sporting center, or the inability to use the land for a parking
the money that could have been made from selling the land, or the loss
of the various other possible uses — but not all of these in aggregate.
4. The same is true of the decisions made conceming product/on with sc
sources. Because resources are scarce, producers making decisions to p
a certain good sacnfice the next best altemative good that could be produ
that resource. The good given up is the opportunity cost. In other words,
always a next best altemative good sacrificed, and there is,always an opj
cost decision made when production choices are determined.
5. Let's take now a look at how opportunity cost can (and should) be
lated in our everyday lives. The easiest way to do this is to apply the ¢
of opportunity cost to the time we allocate for certain activities.
Suppose you have.a number of alternatives of how fo_spend your Frida
you carni go to the movies, you can stay home and watch the football game
or go out for a walk with friends. If you choose to go to the movies, your
nity cost of that action is what you would have chosen if you had not gon
movies — either watching the football- game or going out for a walk with
Note once again that an opportunity cost-only.considers the next best alte)
to an action, not the entire set (the aggregate) of altematives. .
6. And finally; if:you gave up the option of playing a computer game
this text, the cost .of reading this text Jds. the en;oyment you would h
ceived playing the game. .

.A. TEST YOUR. UNDERSTANDING
1. Dec:de whether the followmq statements are true or false
A. Opportunlty costis.— . , :
a) a result of scarcity;.
b) a subjectlve mduvndual concept
) the. benef‘ t of all actuvmes that are forgone — not only the best one;
36




a key economic concept, but one that you cannot observe daily; . .
) is always a number; - :

is synonymous with.economic cost

) to be measured in money terms

Every choice mvolves — :

) 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 — -

some other choice had to be sacrificed;

) the highest valued option had to be sacrifi ced

you can't choose the next-best alternative;

you discarded the second-best alternatlve :

you gave up everythlng else. . -

. 1. Most things in life are never free. =

. Not all economic decusuons involve opportunity costs.

“The total cost of any.item or activity is what you pay forit.

The concept of opportunity cost applnes to economlc decisions only.

The true cost of any choice- decnsuon involves opportunlty costs.

Costs can be monetary or non-monetary.

1. Opportunity cost can be thought of as “the road not taken”.

The opportunity cost of an action can be defi ned as the next best ,
action forgone.

The opportunity cost of any good or service is the value of all the
other goods or services that we must give up in order to produce it.

The opportumty cost of any decision consists of everything we. must
give up in order to carry out that decision.

The opportunity cost of watching TV the day before an exam IS much
less than on the first day of the semester.

Choose the most suitable word/grammar, form:

Different people (assume, evaluate) opportunity costs dlfferently

Each choice means (given, giving, given up, giving up) something else.
Opportunity costs are the benefits that are forgone because of (@ choice,
scarcity, something else).

Opportunity costs are sometimes’ def ned as the benefits you (recelve,
could receive, could have received) by taking an alternative action.
The thing we most wanted to do but didn’t do is called the opportumty
cost of the option that (was chosen, was given up, was forgone).
Whenever we are in a world of scarcity, choosing one thing
(consists of, depends on, requires) giving up something else.
Economists measure the opportunity cost of anything by (whatever,
nything, what) has to be given up in order to have it.

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

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

2. In addition to the monetary costs, economists consider. ... of activities.

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

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

alternative, forgo/pass up, opportumty-costs (2), wants, satisfaction.

B. The natural fact of scarcity leads to the necessity of making .. (1) 0
the most important results- of this choice-making ...(2) is that every
made (or not made for that matter) means that some other choice had
sacrificed. In other words, every choice involves giving up another ...(3)
or use something else. Consider a practical .. (4). Every choice you ma
watch TV one more hour requires that you give up the opportunity. to. ]
least the following ...(5): listen to music; sleep; browse at a local store

from a novel; work out at the gym or study more of some school . (6) ‘
can add ‘many more’ opportunltles forgone if you choose to watch TV

more ...(7). Is’ watching TV for you .-(8) than the best aItematlve Wi
-spendlng your free tlme'>

activities, better, choices‘, example, hour, necessity, opportunity, subject.
4. Complete the sentences: o '
1. People are never satisfied with .. they always want more
2. People want to do more and to have more than ‘they .,
3. When making a ¢hoice, youhaveto.... . :
4. Whenever one chooses an action, they grve up the opportunlty to ..
5. When you have a choice between two alternatives, you will choose
- 6. Each time you choose to go one way you give up the chance to go ..
7. The importance of opportunity cost as an economlc concept liesin the
fact that it helps’ to .
8. If you make a rlght turn atan mtersectlon ‘it precludes the possrbllrty ol
having made a... - you can't be at two different places at ... | *, :
9. When you make a choice, you have to give up somethlng else whrch
the ... of the choice. -
5. Restore the correct word order in the sentences that follow
1. An opportunity is the lost opportunity cost.
2..A number not always is an opportunity cost
3. What an item of the true cost does mclude”
6. Answer the following quest:ons w:thout looking back at the text:
A. 1. What is opportunity cost?
2. What is the basic idea behind the concept of opportumty cost?
3. What is the simplest way to evaluate the opportunity cost?

4. What is the difference between explicit and implicit (opportunity) cost
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5. Why do all choices have/bear costs?

6. Is there such a thing as a free lunch? Why?

7. What sort of discomfort does opportunity cost involve?

8. What are some 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. What are someof the choices (at least three) you make every day and

the opportunity costs associated with each 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 invoived in your
doing this exercise? How would you assess it?

7. Render the contents of Text 2.4in Enqllsh

8. Describe/ldentify:

« five choices you made today preparing for school. (For each choice list
the opportunity cost. Remember, opportunity cost is the next best thing
you would choose to do);

e what you gain and what you give up when you decide to spend your
weekend watching TV. Is watching TV the best use of one’s free time?

e a situation that requires a chou;e make- a decision, and identify the
opportunity cost.

9. Comment on one of the following savmqs/statements
“You can't be at two different places at the same time.” '

“An opportunity cost is the cost of a taken opportunity/the road not taken.”
“The opportunity cost is an opportunity lost.”

“All choices involvé costs.”

“Time is money.” . ’ .
“The fashion of the world is to avoid cost.” — William Shakespeare.

B. FURTHER READING
. Read the text below and answer the following questlons
Can college education ever be truly free?
What is the meaning of the word “incurred” used in the text’?
What is the true cost of your going to college? «
at is the true ‘cost of your going to' coliege? Suppose that you were
iven a college education without having to pay any fees- whatsoever You
uld say you were receiving free education. But someone is paying for your
ucation because you are using scarce resources — bulldmg, professors:
ime, electricity and so on. In that sense, the cost of your education is cer-
inly not zero, so it is not free. Or, in other words, your free educatlon cannot
considered a “free-lunch” for the economy as a whole. -

In case you have to pay for your education the costs of your going to col-
e will first of all include the costs of tuition, fees, and textbooks, though
y won't include room and board because these costs are incurred no mat-’

r what you do — go to work or go to school.
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But the biggest cost of going to college for most individuais is. forgone
come. That is to say, by going to college, you are giving up.the opportunit
earn income during that time period. Therefore, there is an opportunity co
your attending classes and studying — that is, your forgone income.

You can approximate that opportunity cost by estimating what your after
income would be if you were working instead of going to school. In the
of a.typical 18- year-old American, -the opportunity cost of. going to coll
may be $15,00 to 20,000 a year. For.a successful rock star, professional
lete, actor, or model, the cost might be as high as $5 to $10 million a y
So, the true cost .of your attending a college or university is: True cost =
tion (direct cost) + forgone wage earnings (the cost of the opportun/ty Iost).
2. Read the text below and comment on'its main idea. ,

Think neo-classic! A neo-classic economist is one who drsagrees 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
_wants to do all things well, one must devote considerable time to each, and
must sacrifice other things one could. do. CONCLUSION: Sometimes, it is wi
choose to do some things poody so that-one has more time for other things.
3. Read the text below and identify some examples of - trade-offs
commonlz face in your everyday life. )
A trade-off usually.refers to giving up one advantage in order to garn ‘
other. In other words, it is an exchange that .occurs as a. compromise;
terms of opportunity cost, a trade off mvolves a sacrifice that must be mad
obtain something. ;

The most basic trade-off in the human experlence is what you do wrth
time. Adam Smith considered, for example, the trade-off between time
convenience, and money. He discussed how a person could live near t
and pay more for rent of his house, or live further away and pay less, ‘pa
the difference out of his convenience.” '

C. TRANSLATEINTO RUSSIAN 5
1. The opportunity cost of going to-college.is the money you would
earned if you worked instead.-On the one hand, you lose four years of s
while, getting.your.degree; on the other hand,.you hope to earn more d
your career, thanks to your education, to offset the lost wages. E

_Here's another. example: if a gardener decides to grow. carrots, his or.
opportunrty cost is the alternatrve crop that might-have been grown ins!
(potatoes, tomatoes pumpkins,. etc.).

In both cases, a choice between two optrons must be made It would be
easy decision if you knew the end outcome; however, the risk that you
achieve greater.“benefits” (be they monetary or otherwise) with another,
tion is the opportunrty cost.

2; Scarcrty means we all have to make chorces and aII chorces mvolve *

Not only do you have to make a choice every minute of the day, because of {
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aty, but also, when making a choice, you have o 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. Choice gives us “benefits” and choice gives us “costs”. A goal in life
for each of us is to look at our wants, determine our opportunities, and try and
make the best choices by weighing the benefits and costs. :

3. Specialize where opportunity costs are lowest. People typ|cally have
skills or talents in only one or few areas, and because they lack time or skill to
pursue every activity they choose where to focus their energy. Firms and na-
tions too have limited amounts of resources and must choose where to use
their resources. The problems faced by individuals, by firms, and by whole
nations, and the solutions -found. by each, are. fundamentally the same. In
making your choice; it-is in-your best interest to specialize in the activity that
produces the lowest opportunity cost, or, in other words, where your opportu-
nity costs are lowest. The choice of which area to specialize in is made on the
basis of relative opportunity. costs or,. otherwise, comparative advantage,
which is the ability to produce a good or a service at a lower opportunity cost
than someone else. .

4. Costs. The firm incurs a variety of costs:when |t produces and economlsts
split these in various ways. One way is to split them into fixed costs and vari-
able costs. Fixed costs are costs that do not vary as the level of production
varies. These include such things as rent, business rates and security costs.
Variable<costs -are. costs that .do vary as output varies and so-will include
things like raw materials, labour costs, energy costs and so on.

Another very similar way to split costs is into direct costs and indirect costs.
‘Direct costs are similar to variable costs, and are costs that can be directly at-
tributed to the production of each unit of the good. This will therefore be
things like the cost-of the raw materials, the packaging, the labour time that
went into the production and so on. /ndirect costs are more commonly known
in practice as overheads, and-are general costs that are not specifically re-
lated to the product. They may be things like marketing and distribution. costs
the cost of secretarial staff, and general bills like phone bills.

D. TRANSLATE INTO ENGLISH
A. 1.NMpumepos ToMy, 4To BecnnaTHbIh Chip MOXeT BbiTh TONbKO B MblLLENOBKE — MHOrO.
2. To, uto Henb3s BbiTh B ABYX MECTax OAHOBPEMEHHO — 3TO aKcUoMa.
3. HapoaHast MyapocCTb rnacuT: «To, YTO CTOUT AenaTth, CTOUT Aena'rb xopowo». OgHako
C YNCTO IKOHOMUYECKIX NO3ULUIA — 3TO He BCeraa Tak.
4. OAHa 13 3aaa4 B XU3HN KaXKA0TO U3 HAaC — 3TO ONPERENMTLCA CO CBOMMM XENaHUAMK,
OLEHWTL CBON BO3MOXHOCTW U AenaTh NpaBuiibHbIN BoIGOP, B3BELIMBAA BCAKWUMA pa3 nnwo-
Cbl U MUHYCbl CBOUX PELLEHUIA (C yHeTOM anbTEePHATUBHLIX M3AEPXKEK, KOHEYHO).
§. Nocnosuya «4T0 PyCCKOMY XOPOLLO, TO HEMLY — CMEPTb» OTPaxaeT, BO-NepBbIX, TOT
061LeKTUBHLIR haKT, YTO He CylecTeyeT eAWHCTBEHHO NPaBMNLHOMO PELLIEHUS CO BCEX TO-
Yex 3peHuA, W, BO-BTOPbLIX, YTO OUEHKA CKPbIThIX M3AEPXKEK NPUHUMAeMbIX PELUEHUA —
cybnextueHa/He MoxeT He GbiTb CyBbeKTUBHOR. [pyriMiu CROBaMM, Y KaXAoro M3 Hac
CBOE a4TO TAKOE XOPOLLO U YTO Takoe Nnoxoy.
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CyMMOVI naaepxek Bcex 0T6pOLu8HHbIX aanepHama a ToNbKo OAHOM k] HMX — Haun
wen/camon Aoporocrosm.(evl C Hallen TouKu 3peHus. N
7..3xoHOMMYECKNE U3EPXKKX — 3TO 0BOPOTHAA CTOPOHA NGOro 3KOHOMUHECKOrO Bbl60 _
KOTOprM anIXOAMTCﬂ NOCTOAHHO AenaTk 8 YCNOBUAX OrpaHM\-leHHOCT 14 pecypcos.
.'8. Buibupaa oAHO, Mbl xepTByeM ApyrumM./ BoiGop oaHon anb'repuamabl —'3T0 on(aa
Apyron. Takosa Ku13Hb.
9. UcTuHHan LieHa M10B0M BeLU He OrPaHNYNBAETCS. TONbKO TOM CYMMOit AeHer Ko1'opy00
3a Hee nNNaTUM. B 3Ty LieHy He MOTyT-He BXOAUTbL U V3AEPXKUA YNYLLEHHEIX BO3MOXHOCTY
_KOTOpbIE HE BCEraa UMEIOT YUCneHHoe. BbIp&KEHHE, T.€. He BCeraa N3MepsioTcs 8 AeHbra
10: Heo6XxoANUMO ACHO NOHATS, YTO MUP, B KOTOPOM MBI XUBEM — 3TO MUD, TAE Mbl HE &
XEM. UMETL BCe, YTO Obi Mbi HU 3ax0'renu Mﬁo 3To Mup Ol'paHW-leHHbIX pecypcos. U
camoe rnaeHoe ero HeynobcTso.
11. ECny Mbi- rOTOBbE pacCcTaTbCA € 4acTbio HaWWUX AOXOAOB, YTOBLI nOTpaTMTb “X Ha
Bap A, a He Ha ToBap B, TO 3T0 3HaUMUT, 4TO Mbl-LUEHUM TOBap A Bbilue, Yem.Tosap B..
12. AanepHaTMBHble WK 3KOHOMUYECKUE, U3AEPKKN — 3TO KMKueBoe 3KOHOM|4qecxoe no
Tvie. 370 LeHa, KOTOPYIO Mbl AOMKHLI 3anNnaTuTh 3a caoi BeiGop. 3TH ua,qepmm npucyLWwm
AOMy BbIGOPY, @ He TONbKO 3KOHOMUECKOMY, T. €. CBA3aHHOMY C UCMOMNb30BaHVEM AEHET.
13.'3a BCEM, 4TO y HAC €CTb, HE3PUMO CTONT THICUY yNyLEeHHbIX BO3MOXHOCTEN: Yenoseky
' AGHO 3HATH NCTUHHYIO LIeHY CBEepLLAaeMbIX UM NOCTYNKOB, MPUHUMAEMBIX UM pellieHud.
B. 1. Ecnu npu Boibope U3 ABYX BO3MOXHLIX 6nar noTpeGutens. oTaaeT npeanoyre
ofHOMY, TO BTOpoe 6naro, waHc BuiGpaTe KOTOPOE OH YNyCTUN, ABMSAETCR U3AEPXK
KOTOpble OH NOHEC B.pesynibTaTe GAENAaHHOro uM Bbiopa. B pyCCKOA3bIMHOA 3KOHOM
ckoilt nUTepaType 3TV WU3REPXKYX, B 3aBUCUMOCTH OT 0BNAaCTU UCCMEA0BAHUSA, Ha3LIBaK
«M3nepXKamMu B pesynbTaTe NPUHATOrO anbTEPHATUBHOIO KypCa», TO «MOTEePAMU NpuoG
pesynbTate’ HEUCNONB3OBAHUA ~ANbTEPHATUBHOTO KypCa», TO «YNyLIEHHOW BbIrOAOH»
*«BMEHEHHBIMW UMW CKPbLITLIMW U3AEPXKKAMU», TO «aANbTEPHATUBHLIMY UMK HERBHEIMY
TaMu», TO «CTOUMOCTbIO/U3AEPXKKAMU (HAMNyyLLel - yNYLIEHHOW/ NOTEPSIHHOR). ansTepHa
HOW BO3MOXHOCTUY ‘UMK, HAKOHEL, «3KOHOMMYECKUMU u3aepkamu». Bce aTu-«usgep
«CTOUMOCTN» ABNAIOTCA, NO CYTH, Pa3NUyHbIMU POpMamMu NPORBAEHUA TOrO, TO B- aHF!
3bI4HOM “3KOHOMUYECKOH NuTepaType 0606WeHHo HasbiBaeTcs «opportun/ty cost». Tel
nee, LlTO PAL aBTOPOB He aAenaeT paaanuﬂ Mexay HeKOTOprMIA u3 STMX NOHATUWA.
'2," BKOHOMUCT paccMaTpUBaeT 3aepXKU NPON3BOACTBA ‘He Tak, kak Gyxrantep, KoTo
VHTEPECYIOT (rakTuyeckue U3pepxku, Tak Kak eMy NPUXOAUTCA oueHusaTb adde
HOCTb AERTENLHOCTM (BUPMB! B NPOWNOM. JKOHOMUCTLI U PYKOBOAUTENU, HA0BOPOT|
TepecylTca nepcnextueamu gupMbl. OHU 03ab0ueHbl NPEeACTOSLWMMU N3gepxKay
TEM, KaK UX CHU3UTL W NOBLICUTL. peHTaBensHOCTb. OHKU, cnejoBaTenbHO, JOMKHSLI
PEeCcoBaTLCA SMEHEHHLIMU U30epXKaMu — W3REePKaMu, CBA3AHHEIMM C ynyckae
BO3MOXHOCTAMU HAWNYYLIEro UCNONL30BAHUA pecypcos UPMbl. BMEHEHHbIE U3
BKMIOYAIOT ABHbIE 3aTPaTLI,:NPONIBOAUMEIE (PUPMON, HO HE OrPAHNYMBAIOTCA TONBKO
3. MNocMOTpuM, Kak BMEHEHHbIE U3AEePXKM OTNNYAIoTCA OT ByxranTepckux us,qep)xex
MEHUTENLHO K 3apa6ornou nnaTe. Hanpumep, Bnajeney mMarasuHa PO3HU4HOW TOP
_yNpasnseT Mara3vHoM CaM 1 NPEANoYNTAET He BLINNaunBaTh cefe XanoeaHbe. X0
KaKnX AeHexXHbIX onepauuii He NPOBOAUTCA, €r0 TOProsnA TpeGyeT BMEHEHHbIX U3AE]
TaK kak Bnagenel mor Gl nonyyaTh XanosaHbe rae-HUBYAb B APYTOM mecre. . |
4. AnbTepHaTUBHLIE N3AEPXKKN NPOU3BOACTBA ABMAIOTCA OCHOBHBIM ABUXKYLLUM MOT!
3aCTaBNRIOLWNM NPON3BOAUTENENR  MAKCUMU3NPOBaTh yX npubbinu. [laHHbIv -noka
/NCNONb3YETCA Talkke nNpy ot6ope Haubonee 3cdekTuBHO npOI/I3BOACTBeHHOI/I np
Mbl cpeAn aanepHaTMBHbIX ee BapuaHTos. 2

6. 3KoHOMUYEcKMe U3aepXKn Hatllero BbIGopa U3 MMEIOLLIUXCA anbTepHaTUB ABAAKTCA j

*kk
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Text 2.6
Margunal Utmty

”Enough is enough.” — An English proverb.
(1) Introduction. When neoclassical economists analyze consumer - decision--
making they base their analysis on certain assumptions about human behaviour’
(that may seem simplistic at first glance). Two most important of them are as fol-
lows. First, it is assumed that consumers, taken as a group, tend to-act ration-
ally. Second, it is assumed that consumers — individuals, families, households,
businesses, and societies — all are guided by the principle of utility maximization.
They all want to maximize their utility — that is, they always prefer more of a
good to less of it, and strive to make the most progress toward their objectives,
be it advance, profit, satisfaction, or any other gain, or benefit. .
(2) Definition. In economics, marginal means “at the margm or, “the next one
“the additional one”, “additional” or “extra”, while utility is a measure or index of
the satisfaction, or happiness, or pleasu}re, or subjective benefit gained by an in-
dividual from the consumption of a good or service. So, marginal utility. means
the additional or extra amount of satisfaction you derive (or: get, gain, rece/ve)
having a little more of someth/ng you already have.”
it should be noted /born in mind that marginal utility is a subjective concept
ince one and the same thing may have different marginal utilities for different
ople, reflecting different tastes, preferences, or individual circumstances.
3) The law of diminishing marginal utility. Although economists assume
at consumers always prefer more of a thing to less of it, they also realize
at the increased satisfaction gained from having more of a good depends on
much we have already consumed. As more and more of 'something is
vailable to you, the additional utility you could get from having even more gets
aller and smaller — the 10th candy bar doesn'’t taste as good as the first one
nd so brings less marginal utility. Thus, the more of something you already
ve, the less important it is to you to get even more of it. If uniimited amounts
re available, then the marginal utility (the extra utility from having more)
rops all the way to zero. What we're talking about is called the law or pnncuple
diminishing marginal utility.
" The law of diminishing marginal utility states that the marginal utility of a
00d or service decreases/declines as consumption of that good or service

reases, holding consumpt/on of all other goods fixed. o
) Marginal utility, market price, and economic value. The concept of mar-
inal utility grew out of ‘attempts by economists to explain the determination of
. If you expect the marginal utility to be zero you won't pay anything for it. If
think about it you'll realize that the price’ you would be willing to pay for an
I somethlng reflects the importance of that additional something to you. if
lhmk you're going to gain a lot of additional satisfaction from whatever you're
’ of buying, then you'll be willing to pay a high price. Right? But lf you thmk
A gain only a little from it, you'll buy it only if the price is low.
We're into an important concept in economics now. It's this: the price you
be willing to pay for ‘something (that is the economic value of that some-

0 you) is never determined by the “total usefulness” of it. The vaiue is de-
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termined by how useful it would be for you to have more of it than you all
have.: In terms of economics, it means that the economic value of a go
directly related to the subjective marginal utility derived from that good;
given- period of time, taking into account.its scarcity. Thus, water has
but little market value (market price), since it is generally not scarce...

(5) Think marginally. Intuitively, all intelligent people think marginally,
or less. To “think marginally” means to think in terms of additional cost:
benefits your decision whether to do a little more or a little less of som
involves. Put most simply, what is relevant to any decrsron is what is g
or lost depending on how the decision is made. |

As long as “the marginal return” (iilfty, pmﬁt) you're gettlng is worth more
than “the marginal effort” (costs; pains) you re spending, you re doing just fine.

As long as the additional “value” or "satisfaction” you're getting from th
and effort you're spending is greater than the additional satisfaction you
get from spending that time and effort in any other way, you are opti
That's the best you can do. You're makrng the best marglnal choices. |
(6) To sum up. In analyzing consumer’s decision-making, economists a
that consumers display rational behaviour when making their ch
decisions. In particular, economists assume that consumers stnve to
mize their utility.

Utility is typically defined as the satlsfactron or happrness “derived by
dividual from the consumptlon ‘of a good or service, while the additio
extra amount of satisfaction individuals gain from having a httle
something they already have is called marginal utility. , _

The fact that the margrnal utllrty of that good or service decreases
quantrty of the good mcreases is called the principle or law of dlmr
marginal utility. ; ;

Since successive lncreases in consumptlon of a good provide us Wi
‘and less of additional satisfaction we would be willing to pay less and
_have more and more “of the good we already have. So, the market pri
economic value) of a good is related not to the total usefulness of a g
to.the marginal utility derived from that good at a given time, takmg i
count its scarcity ... -

All intelligent people thlnk margmally In everyday life, to “think ma
means to. make each little choice so it will do you the most good. It mea
time you spend each extra bit of effort or time or money or anything, m
the best it can, for you. It means to optimize the use of everything you
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 ourselves that
do have a choice about how to spend each five minutes during each day,|
spend each dollar we have, how to use each thing we have —and that
in life depends very much on how wisely we make these little choice-deci
the margin.

(7) Examples. So far this discussion has. been rather abstract. Let’s tak
examples of things you're familiar with to make the concepts more concre!
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e Marginal utility can be illustrated by the following example. If you were
really thirsty you'd get a certain amount of satisfaction from a glass of water.
This satisfaction would probably decrease with the second glass, and then
even more with the third glass. The additional amount of satisfaction that
comes with each additional glass of water is marginal utility.

»_Suppose, you have plenty of fresh, pure water, and there comes someone
along and offers to sell you a drink of water. Will you buy? Obviously not. As a
rational individual you would not pay a penny for a hundred litres. Does this
mean that water is of no value to you? Aga/n obviously not. It only means that
more water (more than you already have) is of no or little value to you. Additional
water would bring you the marginal utility (additional or extra sat/sfact/on) of
zero. Therefore the amount you would be willing to pay is zero.

« The law or principle of diminishing marginal ut/I/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, ceteris paribus. For example,. one automobile is
very useful for- getting around. An additional automobile might 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 people 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 marginally. When you are in line at a fast
food restaurant and a new register opens up, you must decide whether to
leave your place in line and go to the new line or stay where you are. In doing
this, you/subconsc:/ously weigh the marginal benefits of mowng, which include
potentially saving time, against the marginal costs of moving, which include
the energy expended from physically moving. If the benefit is greater than the
cost, then the action is undertaken by a rational decision-maker. Because this
cost of switching lines is very small, people will generally switch lines as-long
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 /ength

A. TEST YOUR UNDERSTANDING o
1. Decide whether the following statements are true or false:
1. Utility is simply satisfaction.
2. Different people derive satisfaction from dlfferent things.
3. People strive/seek to maximize their utility at all cost.
4. The assumption that mdmduals tend to maximize their utility is at the core
of any economic theory. ‘ A
5. Marglnal utility is the addmonal satlsfactlon a consumer gams from ‘
consuming one more unit of a good or service. o
6. The marginal utility of X is the additional utility from two or more addmonal

units of X. :
7. The more people have, the less difference an addmonal unit of utlhty

- will make for them.
8. The less of something you have the more satisfaction you gain from

an additional unit you consume.
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9. The consumer’s decision is not an all-or-nothing one. Instead, itis a
decision to buy or not to buy just one more unit.

10.The higher marginal utility you gain from a product is, the higher.

- willingness it gives to you to pay more for it.

2. Choose the most suitable word:

1. Utility is a measure of satisfaction (received, obtained, gained) froma
good or service.

2. The price you would be wnllmg to pay fora thlng or a service is never
(measured, determined, reflected) by the “total usefulness” of it.

3. The price you are willing to pay for an sadditional something (assume

determines, reflects) the lmportance of that additional something to you.

4. The marginal utility of a good'is a/an (amount, measure, unif) of a change in
satisfaction caused by | consummg more or less of a good.

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

A. 1. Neoclassical economists assume that people make choices ... .

2. Utility is the .. people get from consuming (using) a good or a service:

3: A choice at the margln is a decnsnon whether todoa httle more ora little

of something. -

4 -Economics tells us that people choose soasto maxnmlze thelr utlllty, at
- least if they are .

5. If unlimited- amounts are avallable then the extra utlllty from having more
. drops all the. way to :

at the margin, Iess rat/onal sat/sfactlon zero.

B. Of all the things that people need, air tops the list. Yet, to the mdwudual

has.no economic ...(1). Why not? Because-it is not ...(2). Would you pay to
any ...(3) air than you already have? Of course ....(4). You already have m
than you can ...(5)! The marginal utility you could get from an ...(6) portior
air would be zero. -...(7) the amount.you would be willing to pay is ...(8).

additional, more, not, scarce, therefore, use, value, zero.

4. Complete the sentences:

1. Utility/Marginal utility is .

2. To “think- marginally” means

3. The principle of diminishing marglnal utility states that L
4. Neoclassical economists assume that individuals seek/strlve tryl to
5. Restore the correct word order in the sentences that follow
1..Maximize utility strive to their consumers. :

2. Marginal amount of satisfaction means the additional utlhty o
3. Rational decisions display behaviour when consumers maklng their ch
6. Answer the following questions w:thout looking back at the text
A.1. What is utility?

2.'What does' "marglnal”l"marglnal utility” mean in economics? :
3. Does marginal utility “diminish” as you get more and more of somethlng"
4. Do free goods have any marginal utility? Why? k
5. What does the law of diminishing marginal utility state? -
6. What does the economic value of a thing depend on’? '
7. What does “to think marginalily” mean?- '
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B.1. What things are of most value to you?/What things do you value most?

2. Is (Are) water/air/English classes of any value to you? Why?

3. Will you buy/do a thing if you know you will gain only a little from |t7

4. If you expect the marglnal utility of something to be zero, will you pay
anything for it? Why?*

5. Can you think of any cases where the law of diminishing marginal utility
does not apply?

6. Do people really tend to think marginally? And you?

7. Render the contents of Text 2.5 in English.

8. Discuss:

¢ the relationship’ between the pr/ce we pay for a good and the value, or

worth of the good to you.

B. FURTHER READING
1. Read the text below and answer the questions:
o What is utility? Is-it possible to measure utility? How?
o What is your idea of happiness?
Can you suggest any formula of happiness?

tility: economist-speak for a good thing, a measure of satlsfactlon

nderlying most economic theory is the assumption that people do the things

ey do because doing so gives-them utility or, put-most simply, satisfaction.
oreover, people want as much utility as they can get. In other words, they
hre assumed to always try to maximize their utility. -

- A tricky question now is -how to measure utility. Money does not (entlrely)
papture it. You can get richer without .becoming more satisfied. So some
pconomists have tried to calculate broader measures.of happiness.

They have found that people with jobs are much happier than unemployed
) e. Low inflation also makes people happler Extra .income _increases
app ness a bit, but not much. In many countries incomes have risen sharply in
ent years, but national surveys of subjectlve well-being have stayed flat. Within
jountries, comparing people across the income distribution, richer does mean
appier, but the effect.is not large. Married people are often happier than single
e; couples without children happier than couples with; women happier than
e whtte people happier than black people; well-educated people happier than
heducated people; the self-employed happier than employees and retired
eople happler than economically active people Happmess generally decreases
il you are in your 30s, and then starts rising again.

Other economists are' dismissive' of such studies. Theéy argue that' people
e rational maximizers of their own utlllty, so, by defi nltlon whatever they do

Jandnizes their utility.
Read the text and explain the dlamond-water paradox.in terms of both

e dlamond-water paradox: “total” utility vs “margmal" utility. The dlamond-
Mer paradox is the: observation that even though water is essential to-human
 the price of water is relatlvely low. Diamonds are frivolous and unimportant for
an existence, yet the price of diamonds is substantially higher.
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The marginalist expianation of the paradox is as follows: The total utility or s:
faction of water exceeds that of diamonds. We would all rather do without
monds than without water. But aimost all of us would prefer to win a prize
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,
whether more of one gives greater additional satisfaction than more of the o ‘

Some economists proposed an innovative solution to. the diamond-
paragox. They saw that value is subjective — it is in the eye of the behol
That is, things do not have inherent value, but have value only insof;
people desire them: “"Comparison of value, this evaluatlon of different obj
changes continually with the need of the person”. Where water is ple
Peopie value diamonds highly. A person stranded in a desert, however,
valug water over diamonds.

3 3. Read the text below and answer the quest:ons

What alternatives did the farmer have to solve his economtc prob!em'?
s Why did he decide to do what he did?
Five Sacks of Grain. An Austrian economist gave the fo\\owmg descnpt|
the marginal theory of value, one often used by economics textbooks: *
neer farmer had five sacks of grain, with no way of selling them or
more, He had five possible uses:-as basic feed: for himself, food to
strength, food for his chickens for dietary variation, an ingredient for mj
whisky and feed for his parrots to'amuse him. Then the farmer lost:one

of grain. Instead of reducing évery activity by a fifth, the farmer simply s

the parrots.as they were of less utility than the other four uses, in other ¥

they were on the margin.” MORAL: it is on the marg/n and not w:th a

the big picture, that we. make economic decisions: - ]

4. Read the text below and explain the meaning of the word “disuti

Disutility. Suppose, you go to a buffet and the first plate of food you

very good.. On a scale of ten you would give it a.ten. Now your hung

been somewnhat tamed, but you get another full plate of food. Since yo
as hungry, your enjoyment rates at.a seven at best. Most people wou

before their utility drops even more, but say you go back to eat a t

plate of food and your utility drops even more to a three. If you kept

You would eventually reach a point at which your eating makes you SIC

viding dissatisfaction, or “disutility”. ,

5. .Read the text below. Define “marqmal analysis” and explam wi

d0od for.

Marginal analysns When economlsts study individuals’ economlc d

they study decisions at the margin, the additional cost or benefit that

has  Economists refer to these as the marginal costs and the margin
fits of the decision.

The.general idea behind the concept of margmal analysns is that
we make decisions we are: weighing the marginal, or.extra, cost

SOmething against the marginal benefit to you of that action. If the be!
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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
will bring a “marginal proft or a “marginal loss”: The economist would say it this
way: “When faced with a choice, the business' will make évery move which is
expected to bring a marginal profit, and will reject every chorce which ‘is ex-
pected to bring a marginal loss”.

The reason for studying decisions at the margln is that it is the trade-off be-
tween marginal benefits and marginal costs that'shape economic decisions. We
do not generally choose between, say, studying and not studying in total, but we
do ask how much will an additional hour- of studying raise my grade? Similar
questions: “If the store opens an. hour earlier, by how much will revenues in-
crease? If | hire this person, how many more goods will we be able to produce?”
6. Read the text below and answer the guestions:

» What are the basic assumptions the neoclassical economic theory of human
behaviour is based on? Are they all true fo life?
Perfectly rational person: Laws of behaviour. Neoclassical economics
begins by assuming that people want things and that the amounts of these
things are limited: That's easy to believe. Secondly, economics goes on to as-
sume that people try to maximize. utility — that people-really will try to |mprove
heir “satisfaction levels”. That's fairly easy to believe, too.
. A third assumption is:that people are rational. In the theoretical world of
al economic rationality” each person will compete with-others to get ahead l
will offer more to buy something before you get a chance at it. | will undercut
ou and take your customers. Personal feelings of kindness or thoughtfuiness
for others never have any influence on a person’s behaviour in this dog-eat—dog
orid of “let the devil take the hindmost”!
For centuries economnsts have talked about the fictional “economic man”
:homo economicus”) — a "perfectly rational person” who always makes all
es SO as to maximize utility. Such a totally rational person: would always
ghoose the least cost ways of getting or making somethmg and would always
ppend money in the absolutely most efficient way to maximize utility. Such a
would always budget very carefully — would always. optimize and
Beconomize 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
, usually, that they are willing to pay others great sums of money to re-

ertainty and risk helps people make better decisions which in turn makes
happier. Also it assumes that our wants are msatlable that we'll al-
Jays find something to want more of.

Pure economic theory of human behaviour is based on all these assumptions.
e they all true? No. Not exactly. But is it close enough to the truth to help us
J@et some understanding of how people behave? Yes. At least economists think
. They think there’s enough 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 INTO RUSSIAN S
1. History. The theory of marginal utility was mdependently develop
around 1870 by William Stanley Jevons in England, Carl Menger in Aus
and Leon Walras in Switzerland. Their ideas transformed economic analy
These advances in economic thought are known as the Neoclassi
Revolution (or Marginal Revolution).

During discussions of which .of those three had been the- ﬁrst to formul
the theory, a colleague of Jevons discovered a copy of Prussian econo!
H.Gossen's Die Entwicklung (1854). Gossen was recognised as the origi
author, and his work was reformulated in a less mathematical way, to mak
more intelligible to the public.. -

Although Gossen himself declared that his work was comparable in

significance to thé innovations of Copernicus, few others agreed; most copi
of the book were destroyed and, today, only a few original copies exist. -
2. The concept of marginal utility.. The: pioneer developers of the -theory
marginal utility observed that value, like-beauty, is subjectively determin
Value is imputed to scarce resources by the acting individual.-Other thi
remaining equal, including tastes, the individual imputes less value to e
additional unit of any good that he receives as income. This is the principl
marginal utility. Neoclassical economists still hold that sensible choice
quires comparing ‘marginal utilities and ‘marginal costs. They also think t
most people apply the marginalism concept regularly, even if subconsmou
in their private decisions. -
3. Marginalism: critics. Why are dramonds more ‘expensive than wat
Many - critics of marginalism argue that the reason that diamonds are m
expensive than water is not-because of their relative natural abundance
because of their cost of production.  If diamonds could be produced che
from carbon, as modem technology may make possible in the short te
then the price of diamonds will-fall, even though the demand for their use
not aitered. Therefore, as these critics would claim, it is the cost of produc
which determines price, not the marginal utility. ' '

D. TRANSLATE INTO ENGLISH
A 1. B ocHOBe TEOpUM -NPUHATUA pelleHni NOTpebuTeNnsMU. NeXaT HexoTopuie npt
NIOKEHWUA KacaTeNbHO UX IKOHOMUUECKOro NOBEeAEeHUA. Ha PbIHKE TOBAPOB W yCnyr.
2. MpeanonaraeTcs, YTo, BO-NEPBbIX, MOTPEGUTENM B LEMIOM NOCTYRAIOT pauvoHan
BO-BTOPbLIX, CTPEMATCA K TOMY, YTOOLI MONYYUTb MaKCUMafbHYI0 NONE3HOCTb OT CO
WaeMbIX UMW IKOHOMUHECKUX MOCTYMKOB ¥ B MaKcuMansHo BO3MOXHON Mepe np
HYTBCS K UMEIOLLENCR Y HUX Lenn.
3. MoNe3HoCTb — 3TO Mepa YAOBNETBOPEHHOCTV WMk YAOBONLCTBUA, PAROCTH, UMK an
BLIFOAL), KOTOPYIO UHAWBUA U3BNEKaeT u3 NoTpebneHus ToBapa unmk Nonb3oBaHUs ycnyrot
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4. MoneaHocTb — 310 CyGLEKTUBHOE NOHATUE, U AATL CTPOrce OnpeaefieHue NoNesHoCTU
33TPYAHNTENBHO, NOCKOMbKY Y- KXAOr0 YENoBeKka eCTb CBOE BOCNPUATUE YAOBONLCTBUA,
YAOBNETBOPEHUA U CBOW Kpyr NoTpeGHOCTEN.

5. LIeHHOCTb eCcTb Mepa NONE3HOCTH, KaKylo AaHHAs Bellb, N0 MHEHUIO NIOAEN, UM NPUHO-
6. floan He cTpeMATCA.NoTpeBNATL A0CTYNHYIO MONME3HOCTb, €CAU 3a Ty XE LieRy OHU MOryT
NONYYNTL APYIYIO, KOTOPAA MOXET, N0 UX MHEHWIO, AaTb UM Gorbluee yAoBNETBOPEHME.

7. B Heoknaccuyeckoi IKOHOMUKE, NONE3HOCTL 0bbaABNAETCH Uenbio NoTpedbneHus u pac-
CMaTpUBaETCA KaK CBOMCTBO. IKOHOMUUECKUX Bnar yaoBneTBopATs noTpeGHOCTH.

8. Paanuualor 0By 1 npegensbHyo nonesHocTu. (lonesHocTsb, katopyto noTpebutens u3-
BNEKAET 13 KAKAOW [,0NONHUTENBHON eAuHUUbl 6nara, Ha3bBalT npeaensHoih. B ceowo
ouepeab Cymma npegenbHbiX fonesHocTeit Aaet o6ty nonesHoctb HEKOTOpOro Konue-
crea Gnara.

9. CuuTaeTcsi, YTO KaXablin NoTpebutens uMeeT ceoto cy6bexmanym LKany’ npeAnoq're-
HUif, TO €CTb 3HaeT, 4TO eMy HpasuTca Sonblue, a 4YTo MeHble. U3 MHOXeCTBa ToBapHOM
acChi MHAMBUA CTPEMUTCA BuIBpaTL Hanbonee npeAnoq'ruTeanbm ToBap unu Habop T0-
apoB.

.1. Ecnn Mei 0603HaunmM cnocobHOCTL akoHoMudYeckux Bnar yaosneTeopsaTs noTpeGHOCTU
enoBeKa KaK «MonesHoCTbY, TO NPUHUMN PaLMOHANbHOCTK NOTPeGUTEeNa MOXHO cthopmy-
MpoBaTL Criefytouium 06pa3omM: Npu 3agaHHbIX LeHax 1 aoxoae notpebutens ctpemurcs
acrpenenTs CBOU AeHEXHbIe CPEACTBA Tak, 4ToBbl NoNyYMTL MAKCUMYM NONE3HOCTH.

- TEPMUH «P3LMOHANBHOCTLY HE CTOUT TONKOBATL B TaKOM NfiaHe, YTO YenoBex, MCTpa-
BLIMA BECb CBOW JOXOA HA MOKYNKY UBETOB MIOGUMOMY Henosexy, HEpauuMoHasieH, a uk-
UBWJ, OTNOKMBLLNIA AGHBTM HA aBTOMOOUND, paunoHaneH. C TOUKM 3PEeHUS SKOHOMMCTA, .
Hv 06a BedyT ceBs PaUMOHANBLHO, €CNIN OHU TONLKO HA CaMOM Aene CaMOCTOATENbHO Bbl-
panu Ans cebA 3aTU Bap1aHTL!,

. MoNesHoCT B NONUTUYECKOA 3KOHOMUU - 3TO CrOCOBHOCTL Bellel CAYXUTL Tem unu
HbiM cnocobom yenoseky. Caman HUKYeMHas unu caman obbiuHan Belllb MOXeT npuobpe-
U NONE3HOCTb, eCnu ee NPUMEHEHUe AOCTaTONHO ANA YAOBNETBOPEHNA BO3HUKLIER Mo-
eGHOCTU Ui AOCTWKEHUA KakoW-nMGO Lenu u NpuaaThL e, TeM CambiM, COOTBETCTBYIO-
ylo LeHy. W HaoGopoT. K npumepy, ecnn kakas-nubo Bews yTpadyuBaeT ceoe 3HaueHue

K NONE3HOro MPOAYKTA U CTAHOBUTLCA HUKOMY HE HYXHOW Ans noTpeGnerus, TO OHa, kak
paeuno, BbIGPackIBaeTCs, @ ee NPOU3BOACTBO NPEKPaLLaeTCs.

. B 4em xe cocTouT 3HauYeHne NOHATUA NPEAENbHOM NONE3HOCTU AN OGBLACHEHNA 3KOHO-
MMecknx Aenennit? Bo-nepsbiX, -C ro NOMOUIbI0 NErko paspeulaeTcsl NAPaROKC, ‘Ha KOTO-
W 0Bpatun BHUMaHue ewe A.CMuT. Peyb UAET O LeHax Ha anma3 u soay. lMockonbky
AW 6e3 BOALIKUTL HE MOFYT, NOCTONbLKY LIeHa Ha Hee A0MKHa OblTh MaKCMMaNbHOM, XOTA
CaMom pene-B CPaBHEHNN C AParoLEHHbIMU anMa3samn OHa HE UMEET HUKaKOW LIEHB! Unn
LEHY CaMyl0 HUMTOXHYD. 3TO OOBLACHAETCA TeM, YTO LEHBLI YCTaHABNMBAIOTCA He No
LWen nonesHocTu 6nar, a No ux npegenbHoi nonesHocTu. [JobbiMa AONONHUTENLHOO KO-
vecTBa anmasos TpebyeT Bce GONbWMX PacxofoB, TOrRa kak notpebnexve AoOMONHuM-
NbHBIX KOMWUYECTB BOALI NOYTU HUYETO HE CTOWT, MO KPaiHed Mepe, B NOBCEAHEBHOM
uxoge. LieHHOCTL 6nara HanpsMylo 3aBUCHT OT OrPaHM4EHHOCTU U PEAKOCTH: 3anack! BO-
Ha 3emnie OlieHb BEMNNKN, aNMa3bl XE BCTPEYAIOTCS KpaliHe peako.. MMeRKo aTo obcros-
NbCTBO W YHUTLIBAETCA NPU ONPeAeneHun LEHHOCTU 6riar C NOMOLLILIO MOHATUA Npeaent-
W NONe3HoCTH:

*kk
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UNIT 3 . THE MARKET, PRIVATE PROPERTY,
e AND COMPETITION '

Text 3.1 I -

‘ The Ma

“The market is a place set apaft where men may deceive each other.”- Diogenes

(1) Definition: what exactly is the market? Although an understanding of
kets is at the heart of any study of economics and business studies, there i
-universally accepted definition of the term market in-economics. The term
nally referred to a special place (typically: the-main square of the largest villa
the vicinity) where products were bought and sold once a week. Modern da
and farmers” markets are fairly close to the original concept. '

Nowadays, a market does not have to be a physical place like a sh
modern times, a market is any arena, however abstract or far-reachin
which buyers and sellers make transactions. It is a means by which th
change of goods and services takes place as a result of buyers and s
being in contact with.one another/communicating with each other, eith
rectly or through mediating agents or institutions. Markets may be gene

specialized, large or small, local or global.

(2) Market partncnpants buyers, sellers, and intermediaries. Any marke
sists of two main groups of people all those who have commodities for sal

all those who are interested in buying those commodities, — that is selle

buyers. In some cases, their. number. can be very small, in other instances
are millions of people who make up the market.

Besides, most markets comprise groups of people who act as mterm
between the first seller of a commodity and the final buyer. There are all ki
intermediaries, from the brokers in the great produce exchanges down
village grocer. They may be meré dealers with no equnpment but a tele
or they may provide storage and perform important services of gradmg.
aging, andsoon.

(3) Other market arrangements. ‘Markets also include the arrangem
which buyers and sellers communicate their intentions, such as busi

ters, phone calls, radio-, television-, newspaper-, ‘and Internet ads.

market mechanisms provide information about the quantity, quality, an

of products offered for sale, to facilitate the exchange of goods and s

between buyers and sellers and, thus, to efficiently allocate scarce res

(4) Market items: goods, services, and resources. While, in princi

most any commodlty of value can be exchanged through markets, th

primarily. used to exchange goods, services, and resources.

.. Goods are physical, tangible items or products that are ‘used to |
~ wants and needs. Services are intangible activities that provide dire
faction of wants and needs without the production of tangible prod
goods. Resources (labour, capital and land) are inputs that are use
production of goods and services.

Speaking in broad terms, any item or service of value can be referr
a good. Economists also study “bads” — items like garbage and “servi
crime you have to pay to get rid of.
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(56) How do people make a trade? Markets work by placing many interested
sellers in one place, thus making them easier to find for prospectlve buyers -
and strike a deal/make an -exchange.

Most market exchanges in modem economies involve 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 gives up a good and receives money.

Buyers and sellers negotiate with each other trying to get the best deal for
them. Sellers call out how much they will accept for the item. They know if -
they receive 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 or resource that they own.

Buyers call out how much they will pay for the item. They know perfectly

well that “a penny saved-is a penny gained”, so if they pay less than the item
value, they will. _have  “earned” by -saving. That's -why buyers .purchase
products and resources only if the market price is less than or equal to the
price they are willing and able to pay.
(6) Any market transaction is a product of compromlse if you want to
sell, say, your car, you will be looking to get the highest price possible. If you
are looking to buy a car you might be looking to get the cheapest. price-possi-
ble for the type of car you want to buy. Therefore, on the one side of the mar-
ket (the buyers' side), shoppers attempt to purchase goods at the lowest
prices after allowing for various considerations of cost and convenience. On
the other side of 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 compromise.

A market compromise, like every compromise, fully satisfies no one. In fact
it is just midway between the competing interest of those who are -buying
something and those who are selling: that something. It is-a settlement.in
which each party makes a concession for the purpose of reaching.an agree-
ment. Without compromise, it would be difficult to reach agreements and
keep the market running.

(7) Who benefits most from a market exchange? In contrast to polltlcal solu-

tions”, under which the losing side is always forced to submit to the winners, free

market exchanges -normally leave both sides”equally satisfied. Accordlng to

standard capitalist theory, as explained by Adam Smith in Wealth of Nat/ons

when individuals make a trade they value what they are purchasing more' than

hey value what they are giving in exchange for a commodity: If this were not the

rase, then they would not make the trade but rétain ownership of the ‘mare

paluable commodity. This* notion underiies the concept -of mutually-beneﬁaal

rade where it is held that both sides tend to benefit by an exchange. :

8) Barter exchanges: no money is needed. While most markets mvolve.
he exchange of-money for a commodity,- sometimes one commodity can be

raded for another, doing what is commonly termed: barter. In-other words,
Jarter is the exchange of goods and services performed directly, without us- -
hg money. “/'ll cook dinner if you do the dishes” and “You scratch my back,

Ind | will scratch yours" are typical examples of barter.
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Barter requires-a double coincidence of wants: A 'must have what B wants, a
B must have what A wants. The transaction costs (the costs involved in'maki
an exchange) of finding a double coincidence of wants for barter transactions
typically very high. That's why most markets involve money because goods a
services can be exchanged more easnly with money than without it.

(9) Money exchanges. Money is an extremely difficult concept to define
precision. Most simply put, it is anything “what you buy things with". It is a
dium of exchange, in terms of which the value of all goods and services is
pressed. The reason that people value money as a medium of exchange is t
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, price is the money value of
good or service. It is a component of an exchange or transaction that taki
place between two parties and refers to what must be given up by one party (i
buyer) in order to obtain something offered by another party (i.e. seller).

In. economic' terms; ‘a:market price (i.e.. market-determined pnce) is
amount of 1 money that a willing buyer will pay a willing seller for a given go
or service. Market price is established at the point of exchange through t
interaction of buyers and sellers, ;

Prices are_providers of information. They refiect how much people val
goods and what sacrifices soCiety has to make to provide the goods ‘
(11) Free market. A free market is a market where price is determined.
trade rather than by government A completely free market is an:idealiz
form of @ market economy where buyers.and sells are allowed to transact (i
buy/sell/itrade) freely without any state interventionin the form of taxes S
sidies or regulation. i

Because no national economy in existence fully manlfests the ideal of a f
market. as theorized by economists, some ‘critics of the concept consider it
be a fantasy — outside of the bounds of reality. Some of them hold that *
free market is socialism for the rich”, and that free markets are for the
while state protection is for the rich.

Not all advocates of capitalism consider free markets to be practncal t
Some of them hold it wrong to believe that government is per se bad
unproductlve while the. private sector is per se good and productive. In
run modern economies, they say, there is a marriage between governm
and the pnvate sector;, each benefiting from the other.

(12) Market, non-market, and mixed: economies. An:economic syste

which goods and services are exchanged by market functions is calle
market economy (also termed capitalism). An alternative economic syste
which non-market forces (often government regulations) determine price
called a pfanned economy or:command eéconomy (also termed socialism).
economic systém in 'which an-attempt is made to combine socialist ideals’
the market economy is known as ‘a mixed economy or market socialism. .
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A. TEST YOUR UNDERSTANDING
1. Decide whether the following statements are true or false:
A. 1. Any government is per se bad.
2. The market is any place of sale.
3. Prices are providers of information.
4. Any price agreement is a compromise.
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 to be mutually-beneficial.
3. Market compromises fully satisfy no one party involved.
. Both buyers and sellers tend to benefit by market exchanges.
. Intermediaries act between the first seller of an item and the final buyer.
. There is/are —
) two main kinds of intermediaries in a free market.
) no single definition of the term market in economics.
) a marriage between government and the private sector in a free
market economy.
. Choose the most suitable word: _
. “A penny (gained, saved) is a penny (gained, saved).” A
. “Scratch my (back, hand, head) and | will scratch (you, your, yours).”
. Money is anything “(that, what, which) you buy things (for, at, with)."
. An understanding of markets (is, does, has) at the (heart, head, hand) of
any study of economics.
. The buyers must have (something, anything) they can offer in exchange for
(it to be, there to be, — ) a potential transaction.
. Most market exchanges (involve, are involved in) a commodity on one
side and a monetary payment on (another, the other, the others).
. Fill in the blanks using the words given below:.
. In market economies ... play very important roles.
. Under the barter system trade is ... , but not impossible.
. Any seller expects to become .. as a result of the transaction.
When goods are exchanged ... using money, this is called barter.
The world of commercial activity where goods and services are ... and sold
is called a market. -
A free market economy is an economic system in which individuals, rather
than ... , make the majority of ... regarding economic activities.

vemméht, prices, without, decisions, bought, difficult, better off.
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4. Complete the sentences:

A. 1. Money is a ... of exchange..

2. A good is any item or service of ... .

3. A price is the ... paid for one unit of a good.

4. Barter requires a double coincidence of ...

5. People who pay for goods and services are called ... .

6. Without compromise, it is difficult to ... agreements.

7. Broadly speaking, any item of value can be referredtoas a ... .

8. Amarket is any arenain which buyérs and sellers make ... .

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

10.An economy which relies primarily on interactions between buyers and:
sellers to allocate resources is knownas a... . -

B.1. Markets make sellers ... to find for ... buyers:

2. In a free market price is determined by ... rather than by ...

3. Tangible items are called ... , while intangible activities are calied ... .

4. Ads are market ... uséd to provide . about the products offered for ...

5. Since all market transactrons are ..., a transaction takes place only if t
price is mutually .. :

6. The situation that: exrsts when A has what B ... and B ... what A want
referredto as . .

7. Buyers purchase commodmes only if the market price is ... than or ... t
the price they are willing and ... to pay.

8. Any market consists of two main groups of people, namely ... and ...

9. The two main parties involved in market exchanges are ... and ... .

10.Buyers and sellers commumcate with each other either ... or through
mediating ..

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

1. A fantasy market is a completely free?

2. Any compromise is a product of market transaction.

3. Is the place where any trade conducted is market?

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

A. 1. Who or what is a/the market/a flea market? '

2. What are markets good for?

3. What are the main market participants/market items?

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

5. What makes people trade? - '

6. What do barter exchanges differ from money exchanges in?

7. Why are barter systems less common than systems that use money?

8. What are the basic market arrangements by which buyers and sellers
communicate their intentions?

B. 1. What is money? What role does it play in market exchanges’>

2. What is an economic good/an economic bad?

3. What is price? How is the price for goods established in the market?

4. What is profit and how is it related to price?
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€. 1. How would you define a farmers’ market/ a “free market™?

2. Is a completely free-market economy a fantasy or a reality?

3. Wnhat is a non-market economy/ a mixed economy?

4. Whnat type of economy does the economy of Belarus’/ Russia belong to?

7. Write a summary/Render the contents of Text 3.1 using your own words

as far as possible.

8. Discuss:

¢ the difference between a market and a shop; _
« the difference between a capitalist economy and a socialist economy.
9. Comment on the following definitions and statements:

e The market is the stage on which economic actors — firms, households,
and unions — meet and make key economic decisions for society.
The aim of any seller is to make you, the buyer, part with your money.
The market is a good servant but a bad master. ‘

The free market is socialism for the rich.

B. FURTHER READING

1. Read the text below and answer the following questions:
o How many lypes of markets are discussed in the text?
e Can you briefly define each of them?
A market makes possible the exchange of goods and services between buyers
and sellers, and that exchange determines the price of goods and services. Buy-
ers and sellers communicate with each other about the quality and quantity of a
product, what the buyers are willing and able to pay, and what the sellers must
receive. Food, shares of stock, national currencies, gold, and labour services are
bought and sold in, respectively, the supermarket, the stock market, the foreign
exchange market, the gold market, and the labour market. Black market is the
name given to exchanges that violate the law, such as the buying and selling of
ilegal drugs and counterfeit goods. Underground market is the name given to un-
recorded transactions, whether legal or illegal. For instance, some people choose
not to report their eamings in order to avoid paying taxes. Any earnings that go
unreported are part of the underground market. And, finally, the political market
involves the exchange of votes and political benefits. -
2. Read the text below and answer the questions:
*  What are farmers” markets?
o Why are they still popular in many countries of the world?
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 still 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 every day of the week..

in continental Europe, especially in France, street markets, as well as “mar-
ketplaces” (covered places where merchants have stalls, but not entire
stores) are commonplace. Both resellers and producers sell their wares (not
only fruits, flowers, and vegetables, but also meat and fish, and other prod-

ucts) to the public.
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In the USA such markets. fell out of favour, but renewed interest in‘lo
food has caused the reinvention of this type of market, called farmers™ m
kets, in many towns and cities.

A farmers' market is an opportunity for farmers to sell their produce dlrectly
the public. A key feature is that those who try to sell their.goods at such marke
should be members of the local community where the market is being- held
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 specuﬂc places at which people buy a
sell shares of stock, or shares of ownership in corporations. A share of st
represents a piece of the ownership of a firm. For instance, if you buy F
Motor. Company stock, you are one of the owners of Ford. The price of st
is determined by the expectations of buyers and sellers, whose exchange
shares reflects their beliefs about whether the firm will be more or less pr
itable in the future and whether the firm will perform better or worse th
other firms. Such stocks are bought and sold through dealers and brokers

through word of mouth in what is called the over-the-counter market.
4. Read the text below and answer the question:

e Who or what is a stock broker?

Stock brokers. What we call the stock market is literally millions upon

lions of independent people around the world making independent decisio
A simply put example is this: | think.or guess AT&T shares will rise in price
| want to buy a hundred. ~Somebody else might think or guess that AT
shares are going to fall in price so he wants to sell his 100, but there’s.a
.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 m
the transaction; we call him a stock broker. .

5. Read the text and_explain_the difference between the words “wa
“salary” and “rent”, as price words.
Price. Just as good is an all-purpose word in economics, so also is prfc
_price is_the amount paid for one unit of a good, such as $150,000 for
Rolls-Royce. Although prices are usually expressed in terms of money, ‘sof
times they are expressed in terms of other goods, such as two candy. bars
one ice cream cone. A wage is a kind of price — the price for.an hour o
bour. A salary is also a price ~ the price for a month's or year's worth o

bour. A rent, too, is a type of price — an amount for the use of a housef
month, say.

C. TRANSLATE INTO RUSSIAN
1. History. In its original meaning, the market is a physical coming togeth
a sizable number of merchants and prospective customers at a pre-arra
time and place (in medieval Europe, typically once a week on the
" square of the largest village in the vicinity) for the purpose of striking dea
buy and sell a variety of goods and services. Large numbers of custo

came to such organized markets because they found it convenient to be
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to make many: of their. necessary purchases on-the same day in one central
location (minimizing their-total travel time and other travel costs) and because
the presence of many merchants offering similar wares made it possible for
them to strike the best deals in terms of quality and price. Merchants were of-
ten attracted from considerable distances to parttupate in such markets be-
cause of the opportumty to sell so many of their wares to such’ Iarge numbers
of potential customers in such a short time. o
2. What is a market? In the language of modemn industrial socnety, and es-
pecially in the language of professional economists, the concept of a market
has been generalized and abstracted. far beyond the original rather concrete
and localized. meaning of the term. In the more modem sense of the term, a.mar-
ket is the generalized name tag for the whole process that gets under way when-
ever a sizable number of people free to buy and/or sell a particular kind: of good
or service are in more or less close communication with each other “so that in-
formation -about the terms of recent transactions and current offers to buy orsell
is generally available to a large number of interested parties at relatively low cost
- regardléss of the participants’ physical proximity or distance.

3. Barter and money exchanges. The purpose of markets is to facmtate the
exchange of goods and services between buyers and sellers. In some cases
money changes hands; in others _only goods and services are exchanged

The exchange of goods and services directly, without money, is 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 co-
incidence; of wants. The transaction costs (the costs involved in- making an
exchange) of finding a-double coincidence of wants for barter transactions are
typically very high. Money reduces these transaction costs. '

4. The world-wide market. Technological innovations of the industrial age
both have dramatically increased the size of the areas from which buyers and
sellers may be brought together to do business and have greatly reduced the
need for them actually to meet face-to-face in one place in order to strike a
bargain. The markets for many consumers’ durable goods like automobiles or
TVs and major agricultural and industrial commodities like oil, natural gas,
wheat, beef, steel, forest products and computer chips are now Ilterally world-
wide in extent. Of course, for many markets there do still exist central gather-
ing places or locations that play an especially important role in the local, na-
tional or even worldwide networks of buyers and sellers — for example, the
seasonal women's fashions shows in Paris and Milan, and so on.

5. Information asymmetry. In economics, information asymmetry occurs
when one party to a transaction has more or better information than the other
party. (It has also been called asymmetrical information and markets with
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.
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Examples of situations where the seller usually has better information tha
buyer are numerous but include used-car salespeople, stockbrokers, real
agents, and life insurance: transactions. Because of. information asymmetry,
scrupulous sellers:can “spoof” items (like software or computer games) a
fraud the buyer. As a result, many people not willing to risk getting ripped of
avoid certaln types of purchases, or will not spend as much for a given item.
6. The economic concept of markets. A market can be defined as a s
goods and services which are regarded as substitutes by consumers; a
‘buyers, whose preferences together with their budget constraints dete
their willingness ‘to pay for thosé ‘goods-and services: and a set of prod
(sellers) endowed with production technologies whose physical prope|
along with opportunity :cost, ‘determine the minimum price at which t
goods or services are supplied. The market can therefore be considered
-an allocation mechanism that, in the absence of frictions, ensures that g
and services end up in the hands of those who value them the most.

7. Market efficiency. The way a market functions depends largely on the
iour of the players — buyers and sellers. A market.is said to perform efficient
allocates goods and services to those who value them the most. Likewisé a
ket is likely to perform inefficiently if, for instance, there exists a seller that cai
have’ mdependently of its competitors, customers and consumers. In such a
the 'seller is in a'position of dominance and may manipulate the market to its
advantage Itis therefore desirable to have efficient markets. ~

The more nearly perfect a market is, the stronger is the tendency for the
price to be paid for the same thing at the same time in all parts of the market.
-8. The question what to produce is best answered by the market. A
ket is ‘a place where you find people; businesses or organizations that wil
your products and:services. That is, a market is' where your customers wil
The success of your business depends on whether there is-a market: (or
tomers) available for your products and services and whether they will
your products and services. 1

If the market systemis working, then |f you want an income you mu
or offer something that the market wants you to do or offer. If the m
doesn’t want what you have to offer, nobody will buy your goods! If nol
wants the goods you offer you will ‘'stop producing them.-In this wa
market is telling you that you are using your energies and other reso
to do something “the market’ doesn't want you to do with those resou
And the sooner you get that message, the better for youl That is the
your productnve efforts are bemg directed by “the market

_ D TRANSLATE INTO ENGLISH
_A 1 O6uenpuHaToro onpeAenenuﬂ _PbIHKA, KaK 1 MHOFMX ApYrux 3KOHOMUYECKUX
TURA, Ha CETOAHALIHIA AEHL HE CyllecTayeT. F0BOPA NONPOCTY, PLIHOK — 3T0 NioGoe
rAe NpoaasUbl U NOKynaTenu COBEpLIAIOT TOProBLIE CAENKM. )
2. PbiHKW MOTYT ObiTh pasHbiMu: Maneubxmu u 6oNbLUIMMN, MECTHBIMU W rnoGam.
CReLUanu3npoBaHHLIMKU U HE OYEHb. © ' . 1
3. PBIHOK ~ XOpOLW KaK Cyra, HO ANOX — KaK XO3AnH. ‘
4. KT0-T0 elle B APEBHOCTM CKa3an, YTo pbIHOK — 3TO 060COBNEHHOE MECTEuKO, KyA
UranbHO NPUXOAAT NIDAK, YTOOLI OOMaHbIBaTL APYr APYra.
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5. Moboi pLIHOK COCTOUT, NO KpalHel Mepe, U3 ABYX rpynn Ngen: Nokynatenen u npo-
. Kpome TOro, COCTaBHOW Y4acTbio 6ONbWKUHCTBA PLIHKOB ABNAETCA U rpynna niw-
XOTOPbie BLICTYNAT B KAYECTBE - NOCPEAHNKOB MEXAY NEPBbIM NPOAABLIOM U KOHEY-
MM NoTpebuTenem.

U nokynatenu, u NPGAABUbLI HAAEIOTCA 0KAa3aThCsl B BLIUMPLIWE B PE3YNLTATE CASNKK.
Py 3TOM npoaadsel BCEraa XO4YeT NPOAaTh Kak MOXHO AOPOXeE, a NOKynaTenb — KyAnTb
€BK MOXHO AELUEBNE.

. Bee TO, YTO HENOBEK UCNONb3YET ANA YAOBNETBOPEHUS CBOUX HYXKM U BOKAENEHUH, OH
passiBaeT «bniarom». [lsa rnasHbix noTpebutensCkux Gnara — 3T0 TOBaps! U ycnyru.
Tosapbt — 370 husuyeckue, OCA3aeMble U3ZENUA, KOTOPbIE YENoBeK MCI‘IOJ'IbSyeT Ana
YROBNETBOPEHWA CBOMX XenaHui u notpebHocTeNn.

. Pecypcbl — 370 BCe TO, 4TO Heo6x0AUMO ANA NPOU3BOACTBA TOBAPOB M YCAyr. - .
H0.«He-6naro»/«3no» — 310 BCE TO, OTUEro Mbl XoTenNu Obl U36aBUTLCA M-3a YTO NPUXO-
MTCA NNATUTL, HANPUMEp, Mycop UNW NPECTYANEHHUA. -

11. BONLLIMHCTBO OGMEHOB Ha PbIHKE BKAOYAIT B ceba Tosap, C OfHOW CTOPOHSI, U NNaTy
8 AeHexHOW opme, C APyroi.

12. leHbrv — 370 cpeacteo o6MeHa; Bce To, YeM Bbl pacnnauveaetecs 3a TOBap unu yc-
. Kak akoHoMuueckoe noHsitue, AeHbru upeaeblqauao prAHO MOAAAIOTCA TOYHOMY
npenenenmo

3. PoiHOvHas LieHa — 3To Ta CyMMa AeHer, KOTOpY'o NokynaTtenk Bbinfla4vsaeT NpoaasLy
AMHNLYY ToBapa nnn ycnyry. PbIHOYHAA LUeHa yCTaHaBNUBaETCA B TOUKE o6meHa yepes
UMOAENCTBUE NOKyNaTENeR U NPOAABLOB.

4. Mbl nokynaem ToBap TOMbKO TOTAA, KOrAa PLIHOYHAA LEHA HUXE UNK pasHa ToU Lexe,
TOPYIO Mbl MOXEM W COrNacHsl 3annartuTe

§. Koraa niogmn cosepwaloT Toprosblfi 0OMeH, TO OHY LUEHAT To, YTo npuoGpeTtaroT,
nblue, YeM TO, 4TO OTAAIT BaameH. Ecnm 6bl 270 6bIN0 He Tak, TO OHM He nownu 66l Ha
MEH U coxpaHunu Obl B COBCTBEHHOCTH 6onee LIEHHYIO NS HUX Belb.

6. baprep — 3at0 06MeH TOBapaMu unu ycnyraMM ocyuiecTensemMsld HeNOCPeACTBEHHO/
anpsMylo, 6e3 ucnons3osaHua aexer. OQHO U3 HENpPeMEHHLIX ycnosuin BapTepHoro o6-
Ha — 3TO «ABOIHOE COBNAgeHUe xenaHuii». B ocHose GapTepa kak dopMbl PIHO4HOMO
eHa NeXUT 06LIEN3BECTHBIN NPUHLMN «Tbl — MHe, A — Tebe».

7. CMewaHHan 3KOHOMUKA — 3TO 3KOHOMWUYECKARA CUCTeMa, coqe'raromaa 8 cebe pbmoq-
IKOHOMUKY C FOCYAAPCTBEHHbIM PErynuposaHuem.

8. CeroaHs uaen ¢B060AHOrO PbiHKA, T.€. PbIHKA, HA KOTOPOM LeHa ycrauaanuaaetca 8
3ynbTaTe Topra 6e3 kakoro-nubo BMetaTenLCTBa CO CTOPOHLI npaaurenbc:Taa daH-
NS,

. 1. CepAiLeBUHa PLIHOYHOTO MEXaHU3Ma — OTHOLLEHUA MEXAY NPOAABLAMM ] noxyna-
NAMK. Ha 3T OTHOWeEHUA BO3IAENCTBYIOT CaMble pasHoobpaaHbie (hakTopsl, Taxue KaK
MPOBbLIE LEHbI, HANOMW, PeKnama, CpeACcTBa MaccoBon uHMOpMaLMiA.

. PaccmatpuBan NoHATUE «LieHay, LienecoobpasHo OCTaHOBUTLCA Ha Tpex ee cpyuxuuﬂx
3MepeHus (CKONbKO CTouT Tosap/ycnyra), perynuposaHus (KOMy-TO LeHa no cpeacTeam,
KOMY-TO — YBbl — HET), CTUMYAUPOBAHUA (BLICOKUE LieHbI npmanexam npomao.qmeneu
M3KUe CNOCOOHbLI X Pa3opUTh).

. B coBpeMeHHbIX YCNOBUAX PEIHOK NPEACTaBNACT cOB60K BeCbMa CROXHLIA XO3AWCTBEH-
i opraHuam. ECTb pasHble BapuaHTbl onpeAeneHun. CTPYKTYPbl puiHka. CornacHo oA-
MY U3 HUX, BBIAGNAIOTCA TPU KPYMHBLIX 3BEHA PLIHOYHBIX OTHOWEHUA: PLIHOK TPYAA, TO-
PHBIA PLIHOK N-PLIHOK BAMIOTHI U LEHHBIX Bymar.

*kk

61



Text 3.2

Prope

“Property is theft.— P. —J Proud

“By abolishing private property one takes away the human love of aggression.”- S. Fr

(1) Introduction. The concept of a market presupposes the existence of ce

sorts of property relations in the society involved. At least some goods and

vices must be legally or socially regarded as alienable property of private i

viduals who are recognized as having not just the right to use particular s

economic resources for their own purposés but also to transfer such rights of.
to someone else in exchange for money or other goods or.services.

Not all human societies have recognized any such rights to transfer ow
ship, while-the’ very justification for the institution of private property to «
has been questioned through centuries by a great number of outstandmg
losophers, moralists, politicians, scholars, and economists.
(2) What is property? The concept of property has no single or univer
accepted definition. Like other foundational concepts which have great w
in_economics, its usage varies broadly. :

in- common use, property is simply “one’s own thing", and refers to;

relationship- between individuals and the objects which the:former se
being their own to dlspense with as they wish. !

‘In contrast, scholars in the -social sciences ‘conceive -of property not
relationship between people and things, but as a relationship between p

with regard to things. Seen as such, property is not a thing, but a title to s

thing, or rights in or to it. When we offer a house for sale, for example, we

offer the legal title, which is the exclusive right to the house we are selling.

A common means of acquiring property nowadays is by transfer fro
previous owner or owners: one can purchase it with money, trade it for
property, receive it as a gift, inherit it, steal it, find it, or make it. . .
(3) Real property and personal property. Property can be classifie
real property (also sometimes called real estate or realty), and personal]
erty (also sometimes called chattel or personalty). |

Real property, aiso referred to as immovable property or immovab
land and ordinarily anything erected on, growmg on, or afﬂxed to it, m
buildings and crops. '

Personal property, also referred to as movable property or movab
anything other than land that can be moved from one location to anothe

(4) Tangible and intangible property. Property can also be divided intg

two major categories: tangible and intangible. Tangible property includ

items as residential buildings, machinery, livestock, automobiles, or jewe
tangible or abstract property includes intellectual property (non—oorporeah
like ideas, patents, copyrights, trademarks, musical compositions; novels

puter programs), financial instruments (like shares of common stockin a

ration, bonds, insurance policies), or contractual obligations to provid

goods or services at some time in the future.

Lastly, the purpose distinguishes property into goods of consumpti
goods/means of production, according as the goods are directly inten
ther for production, i.e. for producing new goods, or for final consumpti
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(5) Coliective property and private property. Property may be further clas-
sified as either public (collective) or private (individual). Public property is that
which belongs to a whole community collectively or a state. Private property.
is that which belongs to an individual or a group of individuals.

Public property is intended to serve the interests of the community at large;
private property, the interests of a limited circle. Family property is pnvate_
property, even if it belongs to the famlly as a whole.

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

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

The concept of private property is simply the idea that you, as a private individ-
ual, have the right to own and to do whatever you-piease with anything which is
“yours” — your house, your land, your car; your guitar, your money, your anything.

The idea that people have a governmentally protected right to own things
and use them as they see fit — is very basic: the market process couldn’t
work unless people had the right to: keep and/or exchange the things they
earned, or otherwise produced or bought.

Supporters: of private property rights state that the institution of pnvate
property enables both better protection-and more efficient allocation of soci-
ety's scarce resources, and provides more wealth and better standards of Iw—
ing for all in the long run.

Critics of this concept argue that private property is inherently illegitimate, and
has no moral justification since it will always lead to inequality, domination of one
group of people, —that is, private property owners — over the non-property holders. .

The most radical critics hold that only collective ownership will assure the mini-
mization of unequal or unjust outcomes and the maximization of benefits for all
members of a society, and that therefore all private property should be abolished.

A. TEST YOUR UNDERSTANDING

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

1. Property can be defined as a relationship between people and things.

2. There are only two universally accepted definitions of property.
. 3. Private property is that which belongs to one ar more persons.
- 4. Most public propetty is in free access to the general public.
. §. Public property is that which is owned by a group of people.
L. Family property is an example of communal property. -
k.{. Personal property may be tangible or unmtelhglble
. Moral justification of private property pnncnple is unquestionable.
.One can gain or lose ownershlp of property in a number of ways.
LA common means of acquiring property is sales, inheritance, gift, or theft.
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2. Choose the most suitable word/phrase:
1+1ln common use; property is simply “(one, ones, one’s) own thlng o
2.'Property:rights are guaranteed and protected by (law, people, state). -
3. Property is a relationship between people (and, or, with regard to) things.
4. Private property leads to (inequality, mutual benefit, cooperation).
3. Fill in the blanks using the words given below:
1. Property is not a thing, but a..." to such-a thing.
2. A common form of real estate ... isa cooperative or co-op.
3. Public property is intended to serve the-interests of the ... at large.
4, Capitalism'is--an” economic ... in whrch most economic
decisions -are made by property ..

community, title,; owhership, owners, system

4. Complete the sentences: a

1. Anything that may be owned is: called

2. The:market process can't work wrthout : :

3. The state of exclusive‘pOssession of property is called ..

4. Capitalism is-an:economic. system in.which most property is .. :

5:Personal property is divided into ;. property and ... or abstract property..

6.:Public property is that which belongs ... a whole community or a state: -

5. Restore the correct word orderin the sentences that follow: .

1. The building capitalism is block key of private property?

2. The single or universally-definition of property has no‘accepted concept._'

3. A'governmentally people have protected right to own things.

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

1. What is property?

2.'What can.be/can’t'be property? - -

3. Who can be a property owner/holder?

4. How many-types of property are ordlnanly drstlngurshed?

5. What is private property? :

6. What is the main function of private property in a market economy'> -

7. In what way does public property differ from private property?

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

9. What are economic justlﬁcatlons 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 usmq your own wom
as far as QOSSIbIe. ’ -
. Comment on one of the followrnq statements and sazlng o
“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.” , o
“What people do with their money is nobody’s business.” L

o 10

e o & o o
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' B. FURTHER READING ; EEERCRR
1. Read the text below and discuss the Vedantic view on ownersh:g
Indian spiritual science called' Vedanta believes that the root of ownership
is the feeling that one. is separate from the rest of the universe. Given this
understanding, one disconnects oneself from the universe, and then attempts
to reconnect:with objects through a relationship which is called ownership: -

Vedanta believes that'the feeling of ownership is an illusion, which remains

with oneself as long as one considers oneself as separate from the Universe.
When-one understands the fundamental reality that there is only one entity
called the Unlverse there IS no need for ownership and one gets rid of this
fllusion: :
2. Read the text below and dlscuss the problem of slav rery. -
Slavery. The living human body is, in- most modemn societies, -considered
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 until the 19th century slavery and. ownership of people -had
existed in one form or another in nearly every society on earth. In most
countries, slaves were considered as movable property:

Slavery- can be defined-as ‘the absolute legal ownership of a person or
persons, -including the legal right.to buy and sell them: The slaves do not
have the.freedom to live life as they choose, but as they are instructed by
their owners. Slavery almost always occurs for the purpose of securlng the
labour of the slave:

3. Read the text and explain what Emment domain and Zoning are.
anate property rights -are not absolute. They are subject to community

rights. The federal and state governments in USA, for example, have the right
of Eminent domain, which is the power to purchase property from owners 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 acquire property for highways, railroads, public parks, and
urban renewal, though judgments about what constitutes public use are
sometimes very controversial.

Zoning . is another illustration of the way that private property is subject to
community rights. Local governments frequently impose restrictions on the
use that can be made of land, such as prohibiting the location of houses ‘in
industrial areas, limiting the size and height of buildings, and requiring mini-
mum lot sizes for houses. Those restrictions on the use of property often had
the effect of dramatically decreasing property value.

4. Read the text below and answer the qgestlons

e What is privatization?

o What are the main reasons and purposes of privatization?

« 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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is usually undertaken either to generate revenue for the government or
part of ‘an overall free-market approach.to the: economy. A sumllar transf :
the opposite direction is referred to as nationalization. » .

The basic: economic argument given for privatization is that govemm
have few incentives to .ensure that the enterprises they own are well g
since state-run. industries tend to be bureaucratic. Proponents. of privatiz
believe that private market actors can mare efficiently produce: many good
service than government-due to-free market competition: Many proponents.
not argue that everything should be privatized; the existence of:.probl
such as market failures and natural monopolies may limit this. However,
smail minority thinks that everythlng can be privatized, mcludlng the S
itself.

5. Read the. text below and answer the guest:ons '

o What is (re)nationalization? : : SRRERE LR
. What are the main reasons and purposes of (re)nat:onahzat:on’? ERNTES
Nationalization.is acquisition and operation by a country of business:enf
prises formerly owned-and operated by -private individuals -or -corporati
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 ‘expo

.too high a proportion of the profits. By natlonallzmg the firm, the govem
‘hopes to.keep profits at home.

In developed countries, industries are often natlonallzed when they n
government subsidies to survive..In some developed countries, however, ¢
tionalization is_carried out as a form of national pohcy, often by Socuallst g
ernments.

Nationalizations. can also take place when a government seizes. cnm_
property. For example, the French government seized Renault because‘
owners had collaborated with Nazi Germany.

6. Read .the texts below and -discuss the moral prmc: fes of Wes

civilization, based:on the private property concept.. !
A. A Speech by Chief Seattle (Skokomish) in 1854. “The Great Chl
Washington sends word that he wishes to.buy ourland. The Great Chief a
sends us words of friendship and good will. This is kind of him, since we ki
he has little need of our friendship in return. But we will: consider your o
For we know that if we do not sell, the white man may come with guns
take the land.

How can you buy or sell the sky, the warmth of the land? The ide
strange to us. If we do not own.the freshness of the air and the sparkle of1
water, how can you buy them?

Every part of this earth is sacred to my people. Every shlnlng plne neei

every sandy shore, every mist in the dark woods, every clearing and:h
.ming insect is holy in the. memory and experience of my people. The
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
tamong the stars. Our dead never forget this beautiful earth, -for it is -the
g mother of the red man. We are part of the earth and it:is part-of us.- The:-per-
f#umed flowers are our sisters; the deer, the-horse and the great eagle are our
gbrothers. The rocky crests, the juices-in the meadows, the body heat of. the
ppony, and man - all belong to the same family.

So-when the Great Chief in Washrngton sends word that he wrshes to: buy

1:the land, he asks much of us. .

- The red-man has always retreated before the advancrng whrte man as. the

. mist of the mountain runs before the morning sun. We know that the white
man does not understand our ways. One portion of land is the same to himas

“ the next ... the earth is not his brother, but his enemy, and when:he has con-
quered it, he moves on. He leaves his father's graves behind; and he does
not care. He kidnaps the earth from his children. His appetite will 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 did not weave
the web of life; he is merely a strand in it. Whatever he does to the web he
does to himself.

Even the white man cannot be exempt from the common destiny. One thing
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 spmt and to harm 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 wrll 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 comers 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 it for your chlldren and love it... as the Great Spirit loves
us all.”

' B. A convenient forgetting of one’s own atrocities: From the history 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 tum off the buffalo
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with great economy — taking only sick, old, or weak ammals and usm.
part with little waste. - ;
When the railroad began to cross the plains; in the-mid 1860 s, thete
massive influx of whites. Killing buffalo became an industry ($1.00 perd
and the railroad made it easy to send the hides back east to be made id
tops, suitcases, and industrial drive belts. The government funded partsj
killing spree, knowing the devastating effect on Native morale and survi
By 1870, the rolling thunder was silent. Millions of buffalo had beeni
skinned; and left to rot. The herds had dwindled to a few thousand, wh
_killing finally eased off, partly because of the outcry from a few whltes
‘conscience. .
How would white America react now if some allen came and destro i
of their cattle, sheep, chickens, and swine? - '

, C. TRANSLATE INTO RUSSIAN E
1. Property is the right to the enjoyment of things of economic value, wh
the enjoyment is exclusive or shared, present or prospective. The
possession of such rights is called ownership. Ownership necessarily is§
ported by correlative rights to exclude others from enjoyment. By exten
usage, the things in which one has property rights are called one'’s proj
thus the person who holds title to a house, even though there is a morf
outstanding, calls it his or her property.
2. Aristotle, in "Politics”, advocates private property. He says, “that wh
common to the greatest ,num.ber_ has the least care bestowed upon it.
one thinks chiefly of his own, hardly. at all of the common interest, and
when he is himself concerned as an individual”. In addition, he says
property is common there natural problems that arise due to differences
bour: “If they do not share equally enjoyments and toils, those who I3
much and get little will necessarily complain of those who labour little a
ceive or consume much. But indeed there is always a difficulty in men
together and having all human relations in common, but especially in|
having common property ‘
3. Ownership is the state or fact of exclusive possessuon or cont
property, which may be an object, land/real estate, intellectual or some ¢
kind of property. Ownership.is the key building 'block in the developme
the capitalist socio-economic system. The concept of ownership has ex
for thousands of years and in all cultures. Ownership is the basis for
other concepts that has formed the foundations of ancient and ma
societies. such as money, trade, debt, bankruptcy, the criminality of theft
private vs public property.
4. The process and mechanics of ownership are falrly complex smc
can gain, transfer and lose ownership of property .in a number of way
selling it for money, exchanging it for other property, glvmg it as a gift,
“robbed of it, misplacing it, or having it stripped from one's ownership thr
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# legal means. If one finds an object, one can legitimately take ownership

t object as long as no one claims to have previously lost that object. -

mership is self-propagating in that if an object is owned by someone, any

ional goods produced by using that object will also be owned by the
person.

D. TRANSLATE INTO ENGLISH
JPoIHO4HBIA 06MEH -HE BO3MOXEH 683 UHCTUTYTa COBCTBEHHOCTH, T.K. ‘-lT06bI cosep-
p obmeH, HeobBxoaumo oBnapaTs NpasoM pacnopsxaTbea npeameTamu obMeHa Tak,
aaﬁnaropaccyAwrcn ¥ nepeaaeath 3TV Npasa APYromy nNULy “an nuuam.

# MHOTUE ApYrve NOHATUS, UMEIOLLME OCHOBONONAraioLlee 3Ha4EHNE B IKOHOMUKeE,
COGCTBEHHOCTU He MEeT EAUHOrO OBLLENPUHATOrC OnNpeaeneHus. :
GBITOBOM NOHUMaHWUK, COBCTBEHHOCTL — 3TO NPOCTO «4bA-TO BELLb», OTHOWEHUE Me-
"MW MOABMI M OKDYXAIOLLUMU UX BELIAMU, KOTOPLIE BOCPUHUMAIOTCA Kak NpUHaanexa-
18 wn, Ha0GOPOT, HE NPUHaANEKaLLMe UCKIIIYUTENBHO UM, U C KOTOPLIMU MIOAU MOTYT
nOCTynaTh NO CBOEMY YCMOTPEHUIO.

4, B Hay4WHOM Xe NOHMMaHWK, COBCTBEHHOCTb — 3TO HE OTHOWEHUE MEXAY mo.quM ] ox—
IOLMMIU WX BELIAMK, @ OTHOLLEHWE MEXAY NIOABMI NO OTHOWEHMIO K BeluaMm. Mpu Ta-
noaxoae, COBCTBEHHOCTL — He caMa Belilb, a (3aKOHHOE) NPaBo Ha 3Ty 8eilib.
‘CaMbiM pacnpoCcTpaHeHHbIM cnocoboMm  npnobpeTeHUs COBCTBEHHOCTU B HaC'ronmee
W NOMUMO HacneaAoOBaHUA, ABNAETCA NOKYNKa ee 3a AeHbru.
Q. CobCcTBEHHOCTE MOXHO KnaccuhuUMpoBaTh CaMbim pa3HooGpasHbiM o6pa3om. B 3asu-.
CTU OT TOro, KOMY NPUHaANEXUT COBCTBEHHOCTbL, PA3NUMYAIOT YaCTHYO, KoonepaTus-
u o6LyecTBeHHyI0 opMy cCOBCTBEHHOCTU. B 3aBUCUMOCTM OT Ha3HaYeHWs COBCTBEH-
HOCTb PasAenaloT Ha CPEACTBa NPOM3BOACTBA U cpeacTea noTpebnexus. Kpome toro, ro-
BOPAT O ABUXUMOR U HEABWXUMON COBCTBEHHOCTU/ UMYLLECTBE.
7. YacTHan co6CTBEHHOCTb — 3TO TO, YTO NPUHAZRNEXUT OTAENLHOMY NUUY. WAW rpynne
. YactHas coBCTBEHHOCTS COCTABNAET OCHOBY PLIHOYHOW 3KOHOMUKU. NHCTUTYT YacT-
HO# COGCTBEHHOCTN — 3TO KPAEYroNbHLIA KAMEHb KanuTanuama. )
B. 1. OnpaBaaHue CyLEeCTBOBAHUS UHCTUTYTA YaCcTHOW COBCTBEHHOCTH kaK «Bnara» ans
CywiecTBoBaHWA ¥ passuTus obwectsa Bceraa CTaBUNoCt NOA COMHEHUE MHOTUMU Mbic-
nuTenAMKU NPOLUNOTo.
2. CunraeTcs, 4TO paspeneHue obLecTBa Ha KIacchl; NOABNEHUE KNAcCOBLIX W Hauuo-
KaNbHLIX aHTaroHN3MOB CBA3AHO C BO3HWKHOBEHMEM 4acTHOW CoBCTBEHHOCTU. Ecnu 3To
TaK, 10 paspelleHne Kak npo*ruaopequu pasanpaiouMx Yenoseueckoe oBLUECTBO, Tak u
NPONUTaBLUEH €ro arpeccuu MHOTUM He npeACTaBnﬂeTCR BO3MOXHbIM 6e3 yHUUTOXEHUA
MHCTWUTYTa YaCTHO! COBCTBEHHOCTU.
3. Hanbonee paaukansHbie KpUTUKA uHcmTyTa 4acTHOW coBCTBEHHOCTU YKasbiBaT, HTO
WMEHHO YacTHas COBCTBEHHOCTb HE NO3BONAET CBECTU K MUHUMYMY 3KOHOMUYECKOE He-
PABEHCTBO. U COLManbHYI0 HecrpaseanMBOCTL U R06UTLCA MakcumanbHoro ~Gnaroriony-
yus Ans MakcumanbHo Gonblero Yucna ngei. Kpome Toro, He cnegyet 3abbiBats, YTo B
COBPEMEHHLIX: YCNOBUAX GECKOHTPONLHOE: - UCNONL3OBAHUE MOrYYUX CPEeACTB TpyAa
(aTOMHbIE 3NEKTPOCTaHUMU, TAHKEPHbIA OSIOT U T.4.) HA YPOBHE MHAMBUAA UNU KONMEKTU-
B3 CTaBWT NOA Yrpo3y CyLLECTBOBAHNE YENOBEKA U BCErO XUBOrO Ha 3eMre. '
* ¥k
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Text 33

Competition, Market Control, and Market Str
“Competition is a creative destruction.” - J. A. Schy
' “Competition kills competition”. - P. -J. P§
(1) lntroductlon Competition is one of the fundamental features of g
organisms. Nowadays, the term is widely used in numerous fields, iny
biology, business, politics, sports and, of course, economics. Other
with simitar meaning in Engllsh 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 §
Typically, competition is a hlghly dynamic process in which only they
survive and thrive. 3
(3) Competition as an economics concept. In economics, competition
of the most important concepts. As a product of scarcity, it is normally d
as the contest for command over scarce resources: if it is impossible tg
everything you want, you must compete with others for what is available. 3
(4) Market competltlon Market competition is referred to as rivalry be
two or more parties striving.for the same customers, — that is their m
and-the ability to influence the price and/or quantlty of the good sol
given market.
(5) Factors that-influence market competition. The mtensuty, chary
and particular forms of market competition between buyers and sellen
largely dependent on a number of factors, the most important of which af
o the number of competitors operating in-the market;
the quality and type of goods supplied/sold;
total market demand for a good or service;
available information on prices and technology;
natural or artificial barriers preventing potential competitors from enteri
the market.
(6) Competitive markets. When two or more businesses sell the sameq
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 co;i
tive market, sellers compete with other sellers trying to find ways to get

choose them and make you part with your money, buyers compete with ¢
buyers trying to choose where to spend their money in the best poss:ble\l
(7) Market control.. The ability to influence the price and/or quantity o
good sold is called-market control or. market power. The extent or amou
market control by a firm depends largely on the number of competitors if
market: more competitors mean less market control for each firm; fewen
petitors mean greater market control for each firm:

A firm that possesses so little market control that it has no ability to &
the price of the good is called a price taker, while a firm that possess
cient market control that it has the ability to affect the price of the got
called a price maker.
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a price taker, you must accept, or “take”, the going market price, the ex-
R market conditions. There’s no way you can change them. As a price
, you do accept the going market price, but you can “make” your own
at will.

Barket structures. The market structure, or the manner in which markets
forganized, primarily depends on the number of firms operating in the
ket and the extent of market control possessed by each firm.

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

the market of perfect competition is characterized by infinite numbers of
all buyers and-sellers who trade in a perfectly identical product or; other-
g, perfect substitutes with no brand names or distinguishing features. that
Werentiate the product; no market control by any of competitors; complete
om of entry into and exit out of the market; complete information about
es charged by other sellers, and access to the same production technol-
, which means that no firm can produce its good faster, better, or cheaper
an its competitors because of special knowledge of information. Perfect
gompetition is an idealized market structure that is NOT observed in the real
world.

n markets of monopolistic competition, a Iarge number of reIatlvely small-
sellers with 2. modest degree.of market control provide buyers with nearly
dentical/almost the same kind of product (often termed imperfect or close
Substitutes).

In an ofigopoly, a small number of relatively large mterdependent flrms wnth
substantial market contro! provide buyers with a number of nearly |dent|cal
goods and services.

Finally, in a (pure) monopoly, there is only one seIIer of/for a umque product

with no close substitutes. Monopoly is characterized by complete control.of
the supply side of the market and no competition, since certain barriers (eco-
nomical, technological, legal) completely prevent other/would-be competltors
from entering the market.
. On the buying/buyer's-side of the market, there are also four basic mar-
ket structure models similar to those on the selling-side. Apart from perfect
competition, .they are monopsony, oligopsony, and monopsonistic competi-
tion.

Monopsonistic competition is a market structure characterized 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. Oligopsony is a
market dominated by a small number of relatively 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. :
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Quick Reference to Basic Market Structures .
Market Structure Seller Entry | Seller | BuyerEntry.|:
Barriers Number Barriers Numb
Perfect Competrtlon No Many No :
Monopolistic ' R ER

compFetition No Many No . |
Oligopoly Yes - Few - No
" _Oligopsony No Many Yes
Monopoly Yes One ~ No
Monopsony No Many Yes

' From Wikipedia, the free encyciog
(9) Market regularities in competition. Market competition is- characte '
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 sa
e Less competltlon among séllérs than among buyers lets the sellers cha !
higher prices; ‘
¢ . Conversely, less competltron among' buyers than among sellers lets the
" buyers pay lower prices:" -
¢ -More competmon means less market control; conversely, more market ¥
control means less competition. 3
- (10)'ls 'competition a good thing or a bad thing? Competition can lead to .
beneficial and detrimental results. According to microeconomic theory, no syst
of resource allocation is' more éfficient than pure - competition. Seen by 1§
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 s
vices, while less competition among sellers is likely to lead, conversely, to h|_
prices, poorer quality, and fewer new products and services. 3
However, there are cases when competition proves to be intense, extre
and bitter, leading to trade-, advertising-, or even human wars between
or more parties, nations including. Companies engaged in bitter competlt
rivalries for dominance are likely to stick at nothing 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 the market and, thus, become a monopoli
Thus,‘ironically, the more competition develops; the more it tends to red
the number of competitors. It seems to be only too true that competmon K
competition” in the long run!
(11) Governing unfair competition. In modern societies competition is ¢
ganized within the framework of almost universally ‘accepted rules. The
rules are generally intended to ensure that businésses do not employ unfl
tactics (like price-fixing, ‘market sharing, or illegal collusmn-type mergel
prevent individual firms from having excessive market power and avord
lence in between firms in their rivalry against each other.
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B2) Cooperation vs competition.”Cooperation. means working with-others
p achieve a common end, instead of working separately in competition'-.'-'-Many
pecple support cooperation as the ideal form of management of human socio-
pconomic affairs, as opposed to selfish, highly profi t-orrented and thus
predatory practice involved in market competition.

B Although cooperation is the antithesis of competition,; sometimes. |t is precrsely
e need or desire to compete with others that motivates firms to merge and co-
prate with each other in order to form a stronger competitive force. However,
iy form of cooperation’ among firms that is designed to restrain trade, Iessen
poompetition, or monopolrze a grven market is unrversally considered illegal.

A TEST YOUR UNDERSTANDING
sﬁ'l Decide whether the following statements are true or false:
~A.1. Competitionis —
@) a destructive creation.
* b) a product of scarcity.
" 2. Market competition is —
"a) a function.of a number of factors.
b) characteristic of certain regularrtles
¢) arivalry to achieve dominance in a given market.
d) an economic interaction between sellers.or buyers in a single market .
e) a situation. where. firms are forced into: a contest for the command of
scarce..resources. - -
3. Market competition is —
a) a rivalry between two or more sellers for buyers :
b) a rivalry-between sellers for buyers, and between buyers for sellers.
¢) a rivalry between two or more parties for customers. :
B.1. There-are four kinds of basic market structures. :
2. The numbers of buyers and- sellers in:different markets may be dlfferent
3. In markets of perfect competition there is only one seller.
4. Examples of perfect competition are ‘all around us. R
5. Under monopoly each seller's product differs fromevery one else s.
6. A monopolisticaily competitive firm is like a small monopoly:-
- 7. Any form of cooperation among firms is desrgned to restrarn trade
2. Choose the most suitable word:
1. More competition means (more, less, no) market control
2. (Perfect competltlon, Monopoly, Monopsony) is an idealized market
structure.
3. A price (taker, maker) has no ability to (effect, affect) the price of the good
4. Oligopsony is a market domrnated by a (small large) number of relatively
(small, large) buyers. -
5. Competition means striving (agarnst for, with) others (agalnst for, wrth)
the (same, some) market.
3. Fill in the blanks using.the words given below:
1. Firms that sell similar items are called .. o
2. Firms can ... with each other by offenng more favourable prices.
3. When two or more firms sell the same good, they are said tobe:... .
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4. Rivalry. between people for an. object desrred in common, usually resultln’
. inavictor and a loser-is-called .. , :
5. . means the |nc||nat|on to compete

compete compet/t/ve competltlveness compet/t/on competltors
4. Complete the following sentences: .
1 Firms that sell similar items are called ..
2. People can. compete. with ... by offerlng more favourable exchanges o
3. When -two.or - more buslnesses sell the same ,goods or service, they
.. for the same market. :
.. between two or” more persons or groups foran object deswed in
common usually resulting in a victor and aloser js called ..
5. Several factors influence the market structure fora partlcular lndustry
number of ... , ....technology, ... barriers, and available information on:.
5. Restore the correct word order in the sentences that follow:
The market competltlon factors are that what influence? | "
The economics in one competition is of most important concepts
Detrimental lead competition can to both results and beneficial. |
6. Answer the following questions without looking back at the text
. How would you define “competition” and “a competitive market? -
. Whatis the synonym/ the ‘opposite of “competition”?
. Who or what is a price taker/a price-maker? * ,
. What are the most-important factors that shape:market competition?. -
. What are the four basic market structures on the buyers’lsellers slde
the market, and their characteristics?
. Is competition a good thing-or a bad-thing? Prove your pount of view.*
. What are the most important consequences of market competltlon on thé
buyer's/seller's side?. .:-.: ;
. Is market competition characterlstlc of any regularltles? What are they? i
9. What forms of cooperation are: universally considered illegal? :
10. What measures are- normally taken-in modern sometles to: ensure
that businesses do not employ unfair tactics? - :
7. Write a summary/Render the contents of Text 3.3 usmg zour own wog
as far as possible. - » : L
8. Comment on the following statements .
o “Competition is a creative destruction.” - J. A. Schumpeter
o “Competition kills compet/t/on “_ P.-J. Proudhon..
« "Competition is an-event in which there are more losers than wmners
otherwise it's not a competition. A society based on compet/t/on is ..
therefore pnmarlly a soc:ety of losers.” — John R. Saul.

0 N OhWN =

B. FURTHER READING
1. Read the text _below and answer the guestrons
o Whatisa monopoly?
+' How can businesses grow to become a monopoly? :
“Not all monopolies are created equal’. The law prohibits most monopolm
but there are some legal monopolies. Legal monopolies include public utullt
like water and electricity.
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By firms grow to become a monopoly through mergers. {n:horizontal
, similar firms unite. If two computer manufacturing companies united,
gwould be a horizontal merger. In vertical mergers, related. businesses
), If a computer manufacturing company and a software company united,
Ewould be a vertical merger. Finally, in conglomerate mergers, different
i of businesses unite. If a computer manufacturing company and a food
passing company united, that would be a conglomerate merger
pad the text and answer the question:
fhat is hyper- compet/tlveness? , , )
iwing isn’t everything; it’s the only thing.” The tendency toward extreme,
ppatthy competition has been termed hyper- competitiveness. This concept
fghated in some theories on neurosis, specifically the highly aggressive
onality type that is characterized as “moving against people”. It is assumed
some people have a need to compete and win at any cost as a means of
taining their self-worth. These individuals are likely to turn any activity into a
petition, and they will feel- threatened if they find themselves losing.
garchers -have found that men and women who' score high on the trait of
per-competitiveness are more narcissistic and less psychologically healthy
phan those who score low on the trait. Hypercompetitive individuals generally
Ppelieve that “winning isn't everything; it's the only thing".
L Read the text below and answer the gquestion:-
o - What do competition and playing football have in common’?
Competmon “Think of it like football or any other competitive team sport
The more teams there are, the harder and smarter all teams have to work to
play the best game and please the audience at the same time. Competition
encourages change and thereby helps to keep business exciting. Because
the market is constantly changing (just like the game), entrepreneurs are
.constantly taking risks (like the players). However, just like a referee enters
the game to enforce rules and regulations, the federal government has its
own regulatory agencies to keep business practices in check. Unfortunately,
government regulations, or anything that keeps entrepreneurs from entermg
the market, will make it less competitive.
' 4 Read the text below and answer the question:
: What are the three forms of economic competition?
'Economists recognize/differentiate three forms of economic competltlon in
tferms 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 plck-up
trucks competes with several different brands of pick-up trucks. The next fom is
substitute competition, where products that are close substitutes for one another
eompete 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 competing with each other for the family’s available money.

5. Read the text below and answer the guestion:
¢ What do you think is the message/moral of the story?
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Once upon atime a king became curious and wanted to see how hell and]
operated.:He was told that opportunity in both heli and heaven were the

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

The situation in the heaven was different. ‘People were happlly servr
to each other across the table with their long spoon. So each one
the foed served by another person across'the table. In return the other
served this person ‘his day's food. The emotlon of serving others was
to happmess in heaven ' .

'é"\ .

. C. TRANSLATE INTO RUSSIAN - S

1. Competmon among the many, in its perfect form, means many sm

ers and sellers; none of whom is too large to affect the market as a whol

many small buyers or sellers, each will simply respond to-market conditi
buyer or seller will have “market power” or “monopoly: power” big-en
have any noticeable influence on market prices; or on the quantities of
being produced and exchanged. In this case, the only way for a seller to
competitive advantage is to produce the best possible product.

2. Monopolistic competition. A market is said by economists to operate1

conditions of monopolistic competition if it satisfies four conditions, three of |

are the same as under peifect competition: (1) numerous participants —
-many buyers and sellers, all of whom are small; (2) freedom of exit and ent
perfect information; and (4) heterogenerty of products ~ as far as the bu

*concerned each seller's product is at least somewhat different from every

 Notice that monopolistic competition differs from perfect competltlon

?one respect (item 4 in'the definition above). While under perfect compet

products must be identical, under monopollsttc competition products drffel

seller to seller — in quality; in packaging, or in'supplementary services offen

3. Consequences of competrtlon Competition among sellers in a comp

" market;

- prevents sellers from forcing the pnce uptoits hrghest level: buyers doi

. have to buy a good above the going price with a lot of sellers willing ant
“able to sell at the market price; ’

B forces sellers to supply the most wanted products at the lowest cost

- causes businesses to try new ways to attract customers by lowering. pn
- advertising, improving quality and developing new products and servic
that consumers are willing and able to buy;

- grves consumers greater selection and better products which, in turn,
-causes lower prices for the products compared to what the price would
if there were no competition (monopoly) or little competltlon (oligopoly).

Competition among buyers: . ‘

- prevents buyers from forcing the price down to its- Iowest level: sellert
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't have to sell a good below the going price with a lot of buyers willing
able to pay the market price; _
,forces them to spend their limited incomes on the most satisfying goods;
reases prices and allocates goods and services to those people who
willing and able to pay the most for them. -

D. TRANSLATE INTO ENGLISH
.,@. 1. KOHKypeHUMA —~ 3TO OAHA U3 OCHOBHBIX HEPT BCEX XUBLIX OPraHu3MoB, c1peM:1eHue K
AOCTWKEHMIO FOCNOACTBA UNU 32BNAAEHUIO TEM, YTO UMEETCA B OrPaHUYEHHOM KONuuecTse..
2. PHIHOYHAR KOHKYPEHLIMA ~ 3TO CONEPHWYECTBO MexXay Asyms v Gonee cTopoHamu 3a
oanu # TOT Xe PbIHOK, OAHUX U TeX ke notpebutenen, 3a COCOGHOCTL BAIUATL Ha UEHY U
P ofibem nposax. B OCHOBE PLIHOHHOI KOHKYPEHLMM NEXWT CBOEKOPLICTUE U Npubkinb.
*13. KoHkypeHTHana 6opb6a — 310 npamoe CneacTsue orpaHU4eHHoOCTU pecypcos B8 Mupe; B
XOTOpPOM Mbl Xueem. B aroi 6opsbe sbikusaeT U npousetaet Haubonee uaaopomusuu
XapakTtep KoHKYPEHTHON 6opbGbI 3aBUCKT OT pHAA haKTOPOB.
4. CnocoBHOCTL 0Ka3bIBaTh BNUSIHUE HA PLIHOYHYIO LeHy v obvem npo.qax( HaablaaeTca
PLIHOUHBIM KOHTPONEM UM PLIHOYHON BNACTLIO.
¢ 5. KomnaHuu, BoBneueHHbIe B KOHKYPEHTHYIO Gopbly, CKNOHHLI HE OCTaHaBAMBATLCA HU ne-
- PeA YeM K MAYT Ha BCR, NUWb Obl BLINTY, OKA3aTeCA B 60fee BLIUMPLILHOM NONOXEHUU U No-
.. 6eANTL KOHKYPEHTa, «BbDKATLY ero U3 pbiHKa 1 CTaTb, Takum 06pa3om, MOHONOMAMUCTOM.
6. OaHa 13 3aKOHOMEPHOCTEN PLIHOYHOW KOHKYPEHLIMW COCTOUT B TOM, HTO Yem Gonbwe npo-
AABLOB ORHOTO 11 TOTO KE TOBAPA HA AAHHOM PLIHKE, TEM BbILUE KOHKYPEHUMS MEXAY HUMM.
“7. Ha polke Npoaasubt kOHKYPUPYIOT Mexay coBoil, cTapasck chenatb Tak, qToﬁu Bbl
‘npuobpenu TOBap UMEHHO Y HUX.
8. Teopetuueciu,:B YCMOBUAX YUCTON KOHKYPEHUMMN, KOHKYPEHLIUA' MeXAY npowaaoumenwu
RomkHa BecT k Hanbonee 3IEeKTUBHOMY PACNPEASNEHUO PECYPCOB, CHIDKEHUIO UEHbI,
YRYMIWEHUIO KadYecTBa U pa3Hoobpasuio Tosapoe u. ycnyr. OaHako Ha npaktuke, HaoGopor,
UMEHHO KOHKypeHTHas Bopb6a u CTPEMSIEHUE K CHIKSHUIO ce6eCcToMMOCTY 4acTo.BEAET K
YXYALEHMIO KAHECTBA BbINYCKAEMOM NPOAYKLMM, HESPHEKTUBHOMY UCNONL3OBAHNIO pecypcoa
¥ NPECTYNHOMY OTHOLIEHUIO K oKpYX@ioLLen cpefe.
9. CywecteyeT HeCKONbKO MOAENEN OPraHU3aALMOHHBLIX CTPYKTYP PbiHKa KaK CO CTOPOHL! Npo-
A3BUOB, TaK ¥ CO CTOPOHBI Nokynarenen, obycnasnusaloumx PasfiuyHbie BuAb! KOHKYPEHUMK,
To, KaK opraHv3oBaH ¥ (YHKUMOHUPYET DbLIHOK, B MEPBYID OYepesb. 3aBUCAT OT KonudecTea
$MpM, ASHCTBYIOLLMX Ha PBIHKE U 40N PLIHOYHON BNACTK, KOTOPOW kaxngast U3 Hux.obnagaer.
10. Moban dopma COTpyAHUHECTBA Mexay q)mpmamu umeroLan ceoei uenbno 'MOHo-
nONU3aUNIo PLIHKA, CHUTAETCA NPOTUBONPABHOMN.
11. CoTpyaHuuecTso — uaeanbHas (opma BIaUMOAERCTBUA "KaK Mem,qy OTAEJ'IbeIMM
NOABMU, TaK U:cbUpMaMK, ¥ CTpaHaMu B LENOM.
12. Llenb aHTMMOHONONBLHOMD 3aKOHOAATENBCTBA — HE AONYCTUTL KOHUEHTpaLmu pbmoquou
BNAcTU B pyKax OTenbHbIX OUPM. M HEHECTHBIX NPUEMOB KOHKYPEHTHOR 60pblbl.
13. MoHononus BO3HWKAET TOrAa, Koraa NOABRAKTCA 6apbepbl, NONHOCTLIO ucxmoqaro-
Wue NOABAEHNE NOTEHLNANBHEIX KOHKYDEHTOB Ha AGHHOM PhIHKE.
14. Ecnu Bbl, BbICTYNas Ha PLIHKE, HE MOXETE NOBAUATL HA PHLIHOYHYIO LEHY ToBapa, To
Bbl CUUTAETECH HEKOHKYPEHTHBIM YHACTHUKOM pbiHKA. W HaoGopoT, ecnu phiHouHasA ueHa
3aBUCUT OT BaLunUx AeMCTBMVI TO Bbl — KOHKypeHTHbIM YHACTHUK TAKOro pbitHKa.
6. KoHkypeHUuMA — o4eHb BaHbIl ABUTraTent Hay4Horo u TexHU4ecKoro nporpecca co-
NepHUHECcTBa MEeXAY nponaeogmemmw n npeanpuHumarenamn. CaMbiM:MOLLHBIM. OPY-.
xuem KOHKyDEHLlMM BblCTynalOT MGAep)KKl/l W LEHbI. B 3TOM nnaHe BnofiHe OﬂpaBAaH Tesunc
0 TOM, yTo prHOK W KOHKYpPEeHLUA B U3BECTHOM CMbICNe — CMHOHMMbI Tak Kak OAHO Ges
Apyroro He cyLueC'rsyeT KOHKypeHuWiI npuHyXxpaeT npouaaoameneu K Aenoaom aKTMBHO-
" CTU, NOUCKY. HOBbIX BO3MOXHOCTENW SKOHOMUYECKOro pocta. Ho KOHKYpeHUUa oﬁna.qaer u
) paapymMTenl;How CUNoW.

D kkk
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UNIT 4 THE FACTORS OF THE PRODUCTION OF WEALT!
Text 4.1 o

The Three Classical Factors of Produc§
“All else passes away, the land only remains.” — An ancient say
(1) Introduction. Things we have to work with in order to achieve our g
are referred to as resources. When resources are used in the productig
goods and services they are called inputs into production, or factors of |
duction.
There are thousands of dlfferent kinds of factors of productlon ~ev
thing from the electricity that runs the machines to the paper that packa
the products. They can be classified in many ways. The three basic categorie
productive factors — “the classical triad” — included in most classiﬁc'ations
fand, labour, and capital. = - b
The fourth factor of production often included in such classifi cations is entre d
neurship.- Technology is sometimes identified as a factor of production too, §
it canbe argued-that technology forms part of capital and labour. |
Similarly; all resources can be grouped into those that are natural (la :
manufactured (cap|tal) -and human (labour). 3
(2) Land. In economics, land i$ defined as everything in the universe that is |
created by human beings. It includes more than the mere extension, - that is ; ﬁ
solid surface of the earth. Air, sunlight, forests, soil, the “contents of the earth!
water and minerals — are all classified-as land, as are all manner of natural fore
or opportunities ~ the “gifts of nature” — that are not created by people. =~ 3
Most of the land in the world is scarce. It has economic value and is owned
somebody individuals, businesses, other organizations, or governments.
price paid for the use of land (that is, the income received by the owner of t
land) is called rent. 1
It should be noted that natural resources fall into two large groups rene
able or, otherwise, living resources that can reproduce themselves — such #
fish or trees; and exhaustible or nonliving resources that do not reproduf
themselves — e.g. metal ores, oil, or coal, whose rate of use must be ma
carefully considered. We can affect that rate by conservation (use Iess) or§
reusing (recycling or reclaiming) a particular product or material. ’
(3) Labour. To make the gifts of nature satisfy our needs and desires, hum
beings must do something with the natural resources; they must exert thef
selves, and this human exertion in production is called labour. Everything th{
people do to convert natural opportunities into human satisfactions — wheth
it involves the exertion of brawn, or brains, or both — is labour, to the econ
mist. Most simply put, labour is the productive resource consisting 'Of tf
physical or mental work that people do in producing goods and services.:
Wages are the payments people receive when they sell their time and €
forts (labour) for a price.. The wage rate is ‘the price of a unit of labou
There are many different kinds of labour: Some labour is unpleasant, so
is not. Some kinds are highly valued and sell for high prices; others are n
valued so highly and sell for a much lower price (wage rate).
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hpital. When the stuff of nature is worked up by labour into tangible
j. which satisfy human desires and have exchange value, we call those
wealth. When some of the wealth is used to produce more wealth,
ists refer to it as capital.

Wial's primary role in the economy is to improve the productivity of labour as
forms the natural resources of land into wants-and-needs-satisfying goods.
gl makes labour more productive: workers use tools and machinery to in-
e their output. Without capital all production would be done by hand.

pital can be thought of as falling into two broad forms. Capital goods -
poal or physical capital — are tangible items such as buildings, machinery,
Lequipment produced and used in the production of other goods and ser-
. Money or financial capital is a fluid, intangible form of capital used for
péstment. Money capital is raised by sellmg stocks and bonds in order to fi-
price the acquisition of real capital or capital goods.

' e capital goods are not themselves consumable items, they are con-

sted with consumer goods, which are bought for personal or household fi-
use. In this sense, capital goods can be considered a form of deferred
Ppnsumption, or future goods, or goods of “higher-order”. Producing more
pital goods and fewer consumption goods is the basic act of investment
ihd the primary means of achieving economic growth.
Kiapital may also be classed as specialized, such as railway equipment, or
mspecialized, such as lumber or other raw materials having many uses.
¥ - Capital can also be private or social. Private capital is usually owned by
- Individuals and private business organizations. Social capntal is usually owned
: by the state and is the infrastructure of the economy, such as roads, bridges,
_schools, and hospitals.
The income earned by capital is interest, the counterpart to the wages and
rent earned by.the other factors of production.*

' “iImportant note: it should be noted that “capital” 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 financial 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/previously-produced durable goods that are used as a means of pmductton fo
manufacture or-produce other goods — now and in the future.

In finance and accounting, capital generally refers to fmanc:al wealth, espec:a/ly that
used fo start or maintain a business. Land is often referréd to as “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 working capltal
Fixed capital is durable, examples being factories, offices, equipment, machinery, new
technology and so on. Working capital (or inventories) is circulating capital that is used up
quickly in the production process such as raw materials, stocks of finished. and semi-
finished goods that will be economically consumed in the near future or will be made into a
finished consumer good in the near future.
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A. TEST YOUR UNDERSTANDING
1. Decide whether the followmg statements are true or false:
General
1. The production of goods reqmres the input of some resources.
2. Classical economics distinguishes between three factors of productlo:'
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 lmprovements to land are capltal because they are the work of mat'
Labour
1. All human effort is “labour.”
2. Labour includes all forms of work.
3. The payment for labour is a wage.
4. All kinds of Iabour sell for low prices.
Capital - :
. Capital is all forms of money
. Capital is the “produced” factor of productton
. 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 productwe resources used to produce other goods
. Real capital is wealth in the form of bunldmgs equipment, and invento
.- Choose the most suitable word:
_All forms of human activity require time and (work, labour, effort).
. Economic resources are (inputs, outputs) to produce goods and serf]
. Capital improves the productivity of (land, labour, people).
. Money capital is raised by (buying, selling) stocks and bonds. - .
. Workers use tools to become more (productive, producing, effectiv
- The wage rate is "the price of a (piece, rate, unit) of Iabour
. Fill in the blanks using the words given below:
. 1. There are essentially. ... factors of production.
. Land includes all natural resources, as well as... itself.
. Resources are of four types: land, labour, capltal and .
. Capital is all forms of means of production: factories, machlnes and
-Goods that are used- to produce other goods are calied ..
- Theinputs used in the production.process are called -.. by economls
Wealth used to produce more wealth is:called .. : :
.-Financial capltal is the term“given to the stocks and .. |ssued in
to fi inance the ... of capital goods '

mﬂbmhmm>ummhwm¢~wmmhwmg

acqu:smon bonds, capn‘al(2) equ1pment factors four, land, entrepreneurs|
B. The category of “...(1)" includes all natural resources. These natus
sources include the ...(2) itself, as well as any minerals, oil deposits,
or water that exist on or below the ground. The [abour ...(3) consists
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ical and intellectual ...(4) provided by human beings. The resource called
...(5)" consists of the machinery and equipment used to produce ...(6). Note
at the use of the'term “...(7)" differs from the everyday use of this ...(8). En-
reneurial ...(9) refers to the ability to organize production and bear ...(10).

nisks, term, output, talent, input, services, capital(2), land(2).
& Complete the sentences: ‘
i{ti Resources are items used to ... .
2 Land is referred to as ... .
8.Labourrefersto....
4. Labour is the effort ... .
8. A factory with machines is ... .
6. Capital consists of produced goods, suchas ... .
7. Capital goods are human-made goods which ... .
&. 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 of tand?
t3. Capital earned by the interest is income.
=8, Answer the following questions without looking back at the text:
. How many factors of production are normally defined by economists?
2. What is wealth? What do we call wealth used to produce more wealth?
13. How do capital and labour differ from land?
4. What is profit/rent/a wage the payment for?
§. Why do wages differ for different types of labour?
6. What is the true nature and role of profit? - :
7. Could the free market system work without profit?
8. Capital takes many forms, doesn't it? Name and define some of them.
1. Write a summary/Render the contents of Text 4.1 using your own words

as far as possible.

8. identify: (
+ examples of natural resources, human resources, and capital goods, used

in the production of a given product.
¢ 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 be a job.”
* °If the work one has is unpleasurable, then it is not work. It is labour.”.

s

. , ‘B. FURTHER READING
1. Read the text below and answer the questions:
. What is human capital? , . : :
* What is the difference between human capital and physical capital? .
‘Human capital, in the broader sense of the word, is the knowledge, experience,
and training that make labour more productive. It is the quality. of labour re-
®ources which can be improved through investments, education, and training.
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In the narrower sense of the word, human_capital is the economic
potential contained in a person; some of it is endowed at birth, the
product of training and education, if only in the university of life. It is
skills which an employee acquires on the job, through training and e
and which increase that employee’s value in the marketplace. Therefor
ment in skills and education can be viewed as building up human capital. ;

As a "produced” resource, it is conceptually comparable to standarg
cal capital and thus can be viewed as a kind of “equipment”. The pri
ference is that human capital invoives the transformation of a
whereas physical capital involves the transformation of nonhuman mat
2. Read the text below and answer the following questionS'

o What is social capital? e
o What are its positive and negative effects on the economy? o
Social capital refers to the connections between individuals and entiti
can be economically valuable. It is-an invisible glue of relatlonshlps an
institutions that holds an economy together.

Social networks that include people who trust and ass:st each other
a powerful asset. These relationships between individuals and firms ca
to a state in'which each will think of the other when something need
done. Along with economic capital, social capital is a valuable mechan
economic growth. For example, if you know someone at a company {
you are applying for a job and this connection helps you get the- ;ob
company, you have used social capital. :

Social capital can also have negative effects. For example |f a socu
work is used for manipulative or destructive purposes that will . aff
economy negatively, such as when a group coliudes to fix market prices.

C. TRANSLATE INTO RUSSIAN ;
1. The classical triad. The classical and now “old fashioned" econom
the nineteenth century followed the reasoning first laid down by Adam
that there were three and only three factors in the production of wealth.
three factors were land, labour, and capital. To these early economist
was like saying to the mathematician that two and two makes four.
In his Progress and Poverty (1879), Henry George wrote: “Land,
. and capital are the (three) factors of production. The term land inclu
natural opportunities or forces; the term labour; all human exertion; a
term capital, all wealth used to produce more wealth. In returns to these
factors is the whole produce distributed.” His conclusions seem to
sound today as they were when he wrote them.
2. Land, labour, and capital: a natural sequence. it would seem to t
accident that the factors in production are quite generally mentioned i
order of land first, labour second, and capital third. There is a naturaf |
this order. Land was here ages before man arrived on the scene, and
will be here ages after man has disappeared. Labour came along as ma
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ed, and in time was exerted on land and the products of land to produce
pith. Capital, that is, wealth used to produce more wealth, could be made
after wealth had been produced by the application of labour to land.
pre is a natural sequence, a natural order in time in which these three fac-
Js came into being, an order which emphasizes the very importance ‘and
pelessness of land.
fLand. Naturally there can be no production without labour. Likewise there
h be no production without land. That is self-evident in agricuiture, cattle
sing, forestry, and the mining of natural resources. But it also holds just as
e in commerce, industry, transportation, banking, insurance, and other ser-
Jee activities. For all business activity requires land, a place,:a spot, a site, a
cation, so many -acres or square feet of the earth’s surface on which to op-
jrate. The factory, the office building, the retail store, the railroad, the bank,
Rpeed land on which their structures may be located and their activities may be
Bursued. Without land no human being can live; without land no human occu-
apation can be carried on. How simple and basic a truth it is!

nputs into outputs It is an economlc process that uses resources to create a
peommodity that is suitable for exchange (can. be sold for money). This can
ginclude manufacturing, storing, shipping, and: packaging. Some economists
prdefine production broadly as all economic activity other than consumption.
wThey see every commercial actuvnty other than the fmal purchase as some
“Torm of production.
... Production is a process, and as such it occurs through time and ‘space.
Because it is a flow concept, production is measured as a “rate of output per
~ period of time”. There are three aspects to production processes:

o the quantity of the commodity produced,;

* 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.
8. 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 “natural capital’ (ecologies, environment), “in-
dividual capital’ (talent, inborn skills), “human capital” (acquired skills), “social
capital” (inter-personal trust and social connections), - ‘inteflectual 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 modern economics, and
care must be taken in its use to be sure what it means.
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. D. TRANSLATE INTO ENGLISH
A. 1. Pecypcbl — 370 BCE TO, HTO ML UCNONBLIYEM ANA AOCTUKEHUA HALIUX Uened: Pecypot
ucnonbayemsie ANA -NPOV3BOACTBA TOBAPOB UMW YCMyr, Ha3biBaOTCA draktopamu Npowudy
BOACTBA.
2. CywecTsytoT TbICA4U qaancropoa NPov3BoACTBA. YCMOBHO WX MOXHO pazbute Ha
rpynnbl, @ UIMEHHO: NPUPOAHBIE, NPOU3BEAEHHSIE (DYKOTBOPHBIE) U NIOACKUE.
3. NMpupoaHble Pecypeol NPUHATO Pa3AenaTs Ha BOIOGHOBNSAEMbIE, TakUe KaK nec unu " pe
6a, 1 cTolllaeMble, Takne Kak HedbTb, ras unu yrors. :
4. B axoHoMwuueckomn Teopvm Aenexne aKTOpOB NPOVW3BOACTBA HA TPWU OCHOBHbLIX BUAA 4
3emMns, TPYA; KanuTan = CUUTaeTCs knaccuyeckum. B nocneariee Bpems 4acto roBOPAT |
4YeTBepTOM - haKTope -NPOU3BOACTBA, B Kayecrse xoroporo Ha3bIBAKIT TO npeAnpmm :
TEALCTBO, TO TEXHONOMUK, TO UHhOPMaALUIO.
5. ﬂoxo,q, Nosy4Yaembiih BNAAENBbLEM 3EMMNU, HA3bIBAETCA -PEHTOR, onoA. nonyqaeubm Q
xanuTana, NPUHATO Ha3biBaTb NPOUEHTaMU; AOXOA OT MPEANPUHUMATENLCKON ASATENbHE
GT HasbiBalT npuﬁbmuo a A0X0A OT NPogaxv Tpyaa — 3apaGoTHol nnaroit. f
B. 1. 3emns kak daxtop NPOU3BOACTBA 03HAYAET BCE UCNONb3yemble B npouaaoAcmeuu
NPOLIECCE ECTECTBEHHBIE PECYPCHI, NPUPCACIH AapoBaHtbie Bnara. OHa MOXeT ucnons ’
BaTbCA ANS NPOU3BOACTBA CENbCKOXOIAACTBEHHOM MPOAYKUMY, CTPOUTENLCTEA AOMOS, 1
POAOB, XenesHbiX A0POr v T.M. 3eMNs HEYHUITOXUMA W HEYMHOXAeMa, HO nogsepxed
AOCTATO4HO CUNBHOMY PA3PYILEHUIO BCNEACTBUE XMLHUYECKOTO €€ UCMONL3OBaHUSA.
2. Tpya - 310 uyenecooGpa3sHas AeATENLHOCTL Yenorseka, TpebyroLan NPUNOXEHNs yM¢
BEHHBIX U (PUNYECKUX YCUMUA B NPOLIECCE CO3AAHUA MartepuanbHeix 6nar v yenyr. Tpg
Kak hakrop NponseoacTea cosepLieHcTByeTCA Bnarogaps 0bydeHnio paboTHUKOSB U npu
PETEHVIO UMV NPOUIBOACTBEHHOTO ONbITa.
3. daxrop “Tpya” BKAKOYAET U NpeanpuHUMaTensckue cnocoﬁuocrvl _Kak ocobbli q)a
Npou3BOACTBA. 3TO BLICOKO LEHALUECS KavecTea, npeAnonararou.me cnocoBHOCTY K ¢
raHu3auui NPOU3IBOACTBA, YMEHWE OPUEHTUPOBATLCS B PLIHOYHON KOHBIOHKTYPE U Gpd
Ha ceba puck. B Heoknaccu4eckon 3KQHOMUKE NpeanpuHUMarenbckas AeﬂTean g
paccMmaTpuBaeTCA Kak CaMOCTOATENbLHbLIN (hakTop NPOU3BoACTBa.
4. Kanutan — B LUUPOKOM CMbICNe CNoBa — 3TO BCE TO, 4TO CNOCOGHO anHOCMTb .qoxo "
Gonee y3kom CMbIGNE ~ 3TO PECYPChI, CO3AaHHBIE NMIABMU AN NPOU3BOACTBA TOBApPC
yenyr. Kanutan moxeT GbiTb yeenuyeH Ao ntobeix pasmepos. MnasHas ponk kanurand
3TO MOBGILLIERNE NPOUIBOAUTENLHOCTY TPYAQ, Tpeﬁyrou.terocsl Ans npeobpa3sosanus M
POAHBIX PECYPCOB («AapOB NPUPOALI») B npegmem Heo6onwa|e ANS yA0BNETBOPE
HYX4 W noTpebHOCTen Henoeexa.

*kk
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Text 4.2
Entrepreneurship-
“Nothing venture, nothing have.”
“No pains, no gains.”
Engllsh proverbs
(1) What is entrepreneurship? Entrepreneurship (or, otherwise, “entrepre-
neurial ability”, “enterprise”, “individual capital’, “management”, or just “lead-
ership”) reférs to the unique talent that some people have for organizing in-
puts into the production of goods and services. The success and/or failure of
abusiness often depends on the quality of entrepreneurshlp
Some economists mention entrepreneurship as a fourth factor of production.
However, this seems to’be ‘a specialist form of labour or “human capital”. When
dfferentiated, the payment for this factor of production is called profit. -
(2) What is the entrepreneur? The entrepreneur is a far-sighted resource-
manager who brings’ together the other three factors of productlon gets them
organized, and directs them into socially desired production, while taking at that
fisks with his/her money and the. financial capital of others who are willing to
share the risks, since uncertainty is everywhere
Put most simply, the entrepreneur is the one who decides what to produce
and how much, which inputs to use, and all that; who hires and pays the
owners of the labour, land, and capital. The entrepreneurs hope that if they
produce the right amounts of the right things and do it efficiently, 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 in ways the society dldnt want its 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
thls is not generally true. Most entrepreneurs just copy other busmesses or
ways of production. ’ :
In addition, contrary to popular behef entrepreneurs aren’t generally high-
nsk takers when they can't affect the outcome of the situation. They tend to
et 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
fhan not, they are driven not by the need to make money, but by.the needto
ﬁ: their.dreams a reality, and money is a byproduct of an entrepreneurs
ation rather than:the motivation itself. -~
) The entrepreneur’s role in the market economy. Entrepreneurs occupy
central position in any market economy, stimulating all economic activity.
most dynamic societies in.the world are the ones that have the most en-
eurs, plus the economic and legal structure to encourage and motrvate
hzepreneurs to greater activities. ‘
X's entrepreneurial energy, creativity and motivation that tngger the produc-
Ig;:and sale. of new products and services.: it's the: entrepreneur who seeks
unities 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 services that are currently avallable - a
finds a way to fill that gap. : =
Because entrepreneurs create all wealth, all jobs, all opportunmes and '
prosperity in the nation, they are the most important people in a market ecog
omy — and there are never enough of them. Are you ready to. jom t
ranks/forces?
(5) What does it take to become an entrepreneur" Just who is an entre
neur? What are the requirements for being a successful entrepreneur?
there's no single entrepreneurial archetype, certain common traits indicate
entrepreneurial personality. First of all, there’s a great deat of truth to the noti
that entrepreneurs are born, not made. Although our upbringings, belief s
tems, education, training and development affect our uitimate behaviours,
core personalities remain relatively constant throughout our lives — that is,
entrepreneurial adult first often appears as an entrepreneurial child. _
Next, most entrepreneurs who reach théir goals are often natural leaders
have a natural instinct for choosing the best way of doing their businesses. Tt
are strong problem-solvers, and they work well under pressure. ‘They are wi
to risk their resources in the pursuit of profit. They. are persistent and determi
to succeed, because their own money and ego are at rigk. They continually
ways to offer their products and services in such a way ‘that they're more atj
tive than anything else available. They are fast moving and ﬂexlble WI“I
change quickly when they get new information.
And finally, to be an entrepreneur is to be future-oriented and to be an Optl_
to believe that success is possible and with the right amount of time and | m
and a bit of Iuck you can do anythlng to make your dream come true.

A. TEST YOUR UNDERSTANDING :
1. Decide whether the following statements are true or false.
1. The entrepreneur is a risk taker.
2. Entrepreneurship is a subcategory of labour.
3. There is no single entrepreneurial archetype.
4. Profits are the primary goal of entrepreneurs.
5. Entrepreneurship is a scarce human resource:
6. Most entrepreneurs have very similar personality traits.
7
8
9
2
1
2

.Profit is the payment which goes to the fourth factor of productton
. Some economists regard entrepreneurs as a specialist form of |a.
. Entrepreneurship is the fourth factor of production. '
. Choose the most suitable word/phrase: :
. Entrepreneurs are (born, not made; made; not born).
. (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 prod
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3. Fill in the blanks using the words given below:

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

. Entrepreneurial adult first often appears as an entrepreneurial ... .

. Some economists consider entrepreneurship to be a specialist form of ... ..
Entrepreneurial ability refers to the ability. to organize ... and bear ... .
Entrepreneurial talent is the ... of a business organizer to put together all the
necessary ... to make the production of goods or services ... S

T PN

ability, profit, risks, child, labour, resources, possible, production.
4 Complete the sentences: :
1. People who demonstrate entrepreneurlal ability are called ..
2. To be an entrepreneur is, first of all, to be ..
3. The most dynamic societies in the world are the ones that ... .
4. The entrepreneurs hope that when they sell the product they ... .
5. Entrepreneurs normally seek disequilibrium — a gap between ... and ... .
5. Restore the correct word order in the sentences that follow:
1. Entrepreneurship is called the payment profit for.
2. Are they made, they aren’t entrepreneurs aren’t born?
3. What a successful requnrements are being for the entrepreneur?
6. Answer the following questions without looking back at the text:
A.1. Who.is anfthe entrepreneur?
2. What does it take to become an entrepreneur?
3. What makes entrepreneurs such an integral part of a prosperous economy?
4. What are the basic requirements for being a successful entrepreneur?
5. What qualities do most entrepreneurs have in common? o
6. Are profits the primary goal of entrepreneurs?
7. Could the market system work without profit?
8. 1s it correct to consider entrepreneurship as a separate factor of productlon’?
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?
1. Write a summary/Render the contents of Text 4.2 using your own words

as far as possible.

8. Comment on the following English proverbs in terms of economics:

* “No pains, no gains”.
¢ “Nothing venture, nothing have.”

B. FURTHER READING
. 1. Read the text_below and answer the questions:
¢ » What was risky about the idea of opening up an ice cream store?
* How much did Ben and Jerry originally invest into their business?.

2. Did they get their investment back?
ice cream store venture. Ben Cohen and Jerry Greenfield are the .
epreneurs who took the risk to open up an ice cream store. They are the
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ones who got the money, found the place, developed the recipes, and !
opened the store. What was risky about this? They could not be sure that
their store would sell ‘énough ice cream to pay them back for all the costs
involved in getting the business started. Did they get their $12,000 back?
Well, you be the judge. Last year there were 756 people working at Ben & .
Jerry's, there were 337 Ben & Jerry’s stores, and the company gave away !
over a million dollars to various charitable causes. '
2. Read the text below and answer the following gquestion:
e What is a key feature that makes an entiepreneur great?
Great entrepreneurs and executives aren't always charismatic, good |ook|ng )
or particularly well spoken. They don't all fit neatly on the cover of Business
Week. Although one can find a correlation between great education and_suc-‘
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 trait thatE
makes an entrepreneur great. .
The trait can be described in lots of ways, but some think the number on ".
thing is a results orientation. Entrepreneurs get stuff done. When an entre-
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 wha
knows when he wakes up in the morning just exactly what needs to be dond
and he starts doing it. No one has to tell him. The rest of us need to be told
Some of us just don'’t think we do.
3. Read the story and answer the following guestion: N
» What suggestion did an English economist make in 1966? Give his reasons.
A new factor of production. According to economic theory, a “factor of pr
duction” is something that used to create value and economic performancg
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 po
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 following question:
o What are the two personality types descnbed in the text7
o What'’s your personality type? :
Personality counts. As is widely known, some entrepreneurs become m
timillionaires, others do moderately well, some barely survive, and many d
make it. Does personality matter in becoming a successful entrepreneur?
cent studies say yes: successful entrepreneurs do share a number of ¢
mon personality traits. The research resuits show that people basrca!ly co
in two opposing types: Generalists and Specialists. '
Generalists are strategic thinkers. They are big picture-oriented, prefer e
ronments where they can use their results-driven nature enjoy autonomy
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 rlsk-averse
unless they are working within their area of expertise.

Generalist personalities will have a deminance 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 nght They are therefore self-confi dent 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-following. rules, -
policies and procedures - is more important to them. They WI|| try to do every-'
thmg right, which means avondlng nsks ,

’ . C. TRANSLATE INTO RUSSIAN 5

1. History. Until the twentieth century, profit was assugned to the capitalist and
frequently conflated with ‘capital. In the classical view, it is precisely this function
rather than interest was attributed to ownership of capital. 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 distinguishing the entrepreneur from the capitalist. The en-
trepreneur’s role in this view is not merely that of manager and risk-taker, but
also of visionary — someone who seeks 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 supernormal 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. l'lpe,nnpuunmarenbcmo Jacro OTHOCAT K YETBEpTOMY cpaKropy NPOU3BOACTBA, XOTA,]
MO CyTH, 3TO BCETO NWLb PA3HOBUAHOCTL TPYAR.
2. MpepanpuHUMatenb — 3T0. UEHTPANbHAA UFYpPa B PbIHOYHOW 3KOHOMUKE, CTUMYNW-
pyrowan BCIO IKOHOMUYECKYID AEATENbHOCTL. CunTaercs, 4To npeAanHmmaTenamu Ha
CTaHOBATCA; MU POXAIOTCA. ; .
3. OaHO U3 rNaBHBIX KayecTs npe,unpmnuma-rem - «npeAnpuHumaTenbcxaﬂ )Kwnxa» -3
cnocobHoCTL yBMAETL AucGanaHc, pasbexky Mexay BO3HuKwed noTpeGHoCTbIo B TOBa
WK ycnyre u Temu TosapaMM W ycrlyrami, KOTOpbi€ NPeANaralTca Ha PhiHke B AdHHbI
MOMEHT BpeMeHu, v Hawm cnoc06 3apa6oraTb Ha 3TOW, Noka et.ue He onsneTeopeHHou
norpeGHocTy.
4. Hepepko npep.npmumaTeneM ABVXET - He cronbxo wenauwve 3apa607arb AeHb
CKOMIbKO CTPEMMIeHue OCYUWEeCTBUTL CBOI0 MeuTy. M Toraa AeHbr B moTUsaunu urpa
BTOPUYHYIO, @ HE NEPBUHHYI0 PONb.
5. Hacto roBopAT, 4TO NpeAnpUHUMATENb 3aHMMAETCA WHHOBALWUAMMW, BHEAPAET HOBbI
YCOBEPUICHCTBOBAHHBIE UIASNUA N TEXHONOTMW, HO 3TO, kKak Npaswno, He Tak. B Gon
LUMHCTBE CRy4aes, NpeanpuHNMaTeny NPOCTO-HANPOCTO KONUPYIOT CywecTaylowue ¢
'Cobbl NPOM3BOACTBA UNK ApyTVe NPEANPUATYA.
B. B cOBPEMEHHON IKOHOMNHECKOW AuTepaType AaHO HeMano ONpegeneHnin NOHAT
«npepnpuHUMaTEnLCTBO». Hanbonee yaauHbiMu NpeACTaBNAOTCA Te, TAe OHO Tpa
eTcn kak cneuyuduueckuin hakTop BOCNPOU3BOACTBA (MO° CPABHEHUIO C 3eMNnen, kanu
nom -u -Tpyaom). Cneuuduka 3aknoHaeTCA B TOM, YTO. CyOBLEKT NpeanpusumaTensek
AATENLHOCTU — NPEANPUHUMATEN — cnocoﬁeH yMesno CoeavHUTb PasnuyHbie gakrops
NPOW3BOACTBA U Ha PUCKOBOW OCHOBE OpraHMaoBaTh BbINYCK OOW{ECTBEHHO nonea
npoaykTa unu ycayru. Otciopa 0cofoe aHaueHue UMEIOT AINYHOCTHLIE KadecTBa npeanp!
HUMATENA, He CaMM MOCNEAHNMU N3 KOTOPBIX ABAAIOTCA ONTUMU3M W BEPA B yCnex.

. *kk
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UNIT 5 ' DEMAND AND SUPPLY

Text 5.1
Demand
“Much will have more.”
“Appetite comes with eating.”
o : , o ' English proverbs
(1) Introduction. 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” in
response to every question about the economy! Not smart-enough, but it's quite
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 W|th 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 something, the more we are likely 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 somethlng, then you have no
demand for. it. You.may have some desire for it. But if you aren’t ready to
pay a-price to get it you do not demand it. Desire? Yes. Demand? No.

To emphasize this point economists use the term effective demand — that
is, the demand backed up by ability to pay, and not just based on want or
need. (Whenthere is a willingness to purchase a good or service, but where
the consumer lacks the real purchasing power to be able to afford the prod-
uct, or where a paiticular.-product cannot be met by exnstmg suppllers
economists speak about Jatent demand.)

Demand, thus, is the amount of a good that consumers are wullmg 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 |s wants and needs, whlle the
source of ability is mostly income.

(3) Demand is “a propensity to buy”. The "demand” for something doesn’t
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 or $30 or maybe 50- cents. So “demand” in economics doesn’t mean what
it normally means to most people. In economlcs it really means propensuty
to buy”, — that is “how much | would buy, if ...

(4) The Law of Demand: higher price, smaller quantity; lower price, lar-
ger quantity. If you have a demand for something, 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 price, the more of it you will actually buy.

So, price is a major determinant of demand. You know it is true from your

own personal expenence 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 rela
to its price, ceteris paribus”. In plain English, it simply means that people w
buy more of something at a lower price than they would at a higher price,
all else equal/(with) all other factors held constant/unchanged. .
(5) The three ways to visualize the Law of Demand. There are varig
ways to'visualize the relationship between price and the quantity/amount q
product-that people will/would buy. As was stated above, this relationship|
inverse or indirect because as price gets higher, people want less of a f
ticular.product, and vice versa.:
Mathematically, one can say that quantlty demanded isa functlon of p .
with all other factors (besides price) held constant, or:: AERETR
Qd = f (Price, other factors held constant).

(6) The demand table. A more elementary way:to express the relationshi
to represent it in tabular form (in the form of a table/chart). The numbe
A Demand Schedule ] the table on the left reflect the y

- people will behave at each price,}
Price.of || Number of Widgets | 1o amount of “widgets” (imagi

Widgets || People Wantto Buy | products) they will buy as their pl
$4.00 - 40. - |l goes up or down. For example, W
$3.00 - 70 .the demand price decreases from §
$2.00 0 ==l to $1.00, the quantity demanded!

— ' A creases from 40 to 100 widgets;

L_81.00 100 . | cause buyers are normally willing;
able to buy more at lower prices. The demand for a good, thus, caf
thought of as a schedule of prices and-quantities in the mind of the buyer
(7). The demand graph. The same information can also-be plotted on a g
where it.will look like the graph in Figure 1. The demand curve labelled §
nothing-more.than a graphical representation of the law of demand. it sho
relation between the demand price measured/plotted on the vertical axis, an

- amount of a good one or more consumers are willing and able to buy-at diff
prices measured/plotted on the horizontal axis. Notice that for basic ecof
analyses the demand curve is often approximated as a straight line. - ‘
(8) Understandmg the demand graph. The typical demand.curve §
downward from left to right. The negatnve (downward to the right) slope
demand curve graphlcally illustrates the indirect law of demand relatia
“tween demand price and quantity demanded, i.e.-if price rises, the qu
demanded (NOT demandl) will decrease, and less will be purchase
given penod of time; if price falls, the quantity demanded will increasq
more will be bought in a given penod of time.

‘For éxample, as the demand price decreases from P1 to P2 (see Fig.
quantlty demanded (NOT demandl) increases from Qs1 to. Qs2 since g
‘are willing to buy more at lower prices, and vice versa. .
" The éntire set of pnce quantity pairs that reflect buyers’ wnlllngne

- ability to buy a good is referred to as demand. In a graph, it is represe!

the entire demand curve.
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~ Quantity demanded (Qd)

Figure 1. A Change in Quantity Demanded . : Figure 2.A Shiftin Demé’nd

(9) Movements along the demand curve vs shifts of the demand curve.
As described above, a demand curve shows the relationship between the
price of an item and the quantity of that item demanded over a certain-period
of time. Any change in the price of a good resuilts in a change in the quantity
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 (or: matching, indicating) 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 Teft
or to the right (inwards or outwards) only if there is a change in the entire/total
demand as a result of a change in or due to any factor other than the price of
the good. These non-price influencing factors are sometimes called the condi-
tions of demand or demand determinants, some of the most important of
them being 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 right) takes the curve to D2.
. (11) Individual, market, and aggregate demand. As was stated above, the
_ demand for a good is a schedule indicating the quantities individuals are will-
¢ ing and able to buy at all possible prices, everything else remalnlng 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. The market demand is simply the horizontal sum/the sum
- total of the .individual demands within the marketplace or, to put it another
i way, the sum of the amounts demanded by each of the individuals. .
, For.example, if, at the price of $10, Bill wants to buy 10 units of the product
Jose wants to buys 20 units, and Mary wants to buy 30 units, then, of course,
- the market demand is 60 units. If Jordan becomes a buyer and wnshes to buy
40 units, the market demand rises to 100 units. Therefore, if there are more
Duyers, there must be more market demand.

el R SRR T
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Aggregate demand is the total demand for goods and services in the
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 quantity 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 1004
units. The economist would say that the demand for widgets in this exam-
ple is relatively elastic, or price elastic. 1

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 service divided by the

percentage change in its {own) price.

If the quantity bought does not change very much when the price change
we say that responsiveness is low, and the demand is relatively inelastic, ¢
pnce inelastic. The degree of responsiveness of buyers/ quantity demande
to'changes in the product’s price is reflected in the slope of the demand curv
the hlgher (is) responsweness the steeper (is) the slope.

- AL TEST'YOUR UNDERSTANDING
Dec:de whether the following statements are true or false
1 Supply and-demand are the two key economic forces in a free market
2. Demand is the amount of a good that consumers able to buy.
3. When price ‘changes, the resultis 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 ability of consumers not just to want, but be able to
“buy thé product. 4
7. The term “ceteris paribus”is the Latin for “all other variables remaining the sa
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, '
10.The law of demand |mp||es that the lower the pnce ‘the greater the -
quantity demanded, and vice versa, ceteris paribus. 4
11.The demand is said to be price inelastic if the quantity bought is very '
sensitive to the change in price.
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, melastrc) -
2. The law of demand postulates that there is an (inverse, d:rect posm )
' 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 (oné;
any, all possible) price(s).
4. The quantity demanded is a specmc amount that buyers are wﬂhng and
"able to buy at (one, any, various possible) price(s).
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5. (When, Whenever, Unliess) you are willing and able to pay a price for-
something you-do not demand it no matter how much you may want it. -
6. Demand for a particular product or service represents how much people
are willing to purchase at (one, a glven, 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. Achange in price causes a ... along the demand curve.

3. A change in any other variable except price causes a shift of the ..

4. A shift of the entire demand curve is referredtoas a “... "

5. 1f any factor ... price changes the demand for the good changes too

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

7. Demand is the expression of ... of a potential buyer to acqusre
certain‘quantities of an item’for . possible prices. .

demand curve, shift in'demand, movement other than, cetens panbus in-

creasmg, various, willingness and ability. - o
4, Complete the sentences:

A. 1. The demand curve slopes downward from ... to...

2. In Latin, the term ceteris paribus means holding ...

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 ... to own a good.

6. In graphing 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 demand. If prices rise we expect to seea.
of demand, other factors remaining unchanged.

B. 1. An individual demand is ...

2. The market demand:is ...

3. Latent demand is ...

4. A change in demand is ...

5. The quantity demanded is ...

6. The demand curve'is .

1. Elasticity of demand means

8. The determinants of the market demand are .

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

1. Is a major price determinant of demand?. - ‘

2. The approximated demand is often as a straight hne curve.

3. Responsiveness of buyers means elasticity price to changes. ,

L Answer the following questions without lookin back at the text:

1. How can you define demand? . e .

4 What is demand schedule/ demand curve? = '

. What is the difference between a change in quantlty demanded anda_

' change in demand?

. What factors can cause a movement along/a shift of the demand curve‘?

‘What does “the Law of Demand” say?" :

Vv\lyat is (price) elasticity of demand? How'is it normally measured? .
rit




8. Discuss: B ‘ o
« the distinction between "demand and “desire” in economics;
« what would cause a movement along the demand curve;
« what would cause a demand curve to shlft to the rlghtlto the left.

: B. FURTHER READING

1. Read the text_below and answer the following questions:

» What is a Giffen good/ a Veblen good/ an inferior good?

« Is there any good for which an upward bending demand curve can be
constructed? ’

The typical negative (downward to the right) slope of the demand cu .
graphically illustrates the indirect law of demand relation between dema
price and quantity demanded, i.e. the higher the price, the less of it you will a
tually- buy, and -vice versa, ceteris paribus. But what about positively-slo
demand curves? Are there any of them? The answer-is that despite years
searching, no generally accepted example of a good:that has an:upwa
sloping demand curve (also known as a Giffen good) has been found.- -

Some suggest that luxury cosmetics can be classified as a Giffen good. |
the price of a high end luxury cosmetic drops, consumers see‘it as an |
quality good compared to its peers. The price'drop may indicate lower qual
ingredients, thus consumers would not want to apply such an.inferior prod
to their face. f

Another example is'a prestlge good (eg. a luxury car) Since itis expensiy
a drop in price may actually reduce demand. However, in this case, the go
purchased is actually prestlge and not the car itself. So, when the price of
luxury car decreases, it is actually decreasing the amount of pres
associated with the good (also known as a Veblen good).

However, even with downward-sloping demand curves; it is possuble that
increase in income may lead to a decrease in demand for a particular g
probably due to the existence of more attractive alternatives which be
affordable: a good with this property is known as:an inferiorgood. .-
2. Read the text below and explam the dlfference between demand
quantity demanded. -
Demand is simply a schedule (or Ilst) of pnces and the quantlty demand :
a good at each price. In order to demand one has to be both willing and
to buy the good. if one is not able to-buy the good, then they don't dem
they -are - simply wishing they could have it. The entire relationship be
the price of the good and the quantity of the good is demand and can be i
trated on a graph with a negatively sloped line (curve). The whole cu
demand. A particular point on the curve is the quantity demanded of a
or service that relates to a specific pnce The demand curve tells us the a
tity demanded at each and every price. it aIso tells us the highest.price:
W||| pay for one more umt of the good. :

%



C. TRANSLATE INTO RUSSIAN (5

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 price.
For example, a consumer may be willing to purchase 2 |b of potatoes if the price
is $0.75 per Ib. However, the same consumer may be willing to purchase only 1
lb 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 price of
complementary goods. :
2. Demand vs-quantity demanded. It is very important to dlstlngwsh on the
one hand, between quantity demanded and demand and, on 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 demanded (just one point on the demand curve/line), white-de-
mand-is the quantity. demanded at all possible prices (the whole/entire de-
mand curve/line or schedule). Now, a change in quantity demanded is caused
by a change in market price, while a change in" demand is caused by a
change in a factor or.factors other than prlce A
3. Increase and decrease in demand vs increase and decrease in quantlty
demanded. When more and more people want something, the quantity
demanded at all-prices' will tend to increase. This can be referred 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 quantlty is demanded
Conversely, if the demand decreases, the opposite happens:
4. Elasticity of demand. The concept of elasticity of demand is very helpful
in understanding how the market process works. If 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 loyality
through advertising. On the other hand, governments usually impose high
taxes on relatively inelastic goods such as alcohol and tobacco. Despite the
higher cost of the product, the demand remains relatively similar, and thus
governments earn more from their taxation policy.
5. A few conciuding remarks on terminology. Broadly speaking, 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 function”. 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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different meanings. Sometimes the word refers to the entire demand curve -
(the entire relation between price and the amount demanded), and some-
times to a particular quantity demanded (the quantity demanded at a particu-
lar price). To avoid confusion, it is best not to use the word demand by itself
but always to speak of either the demand curve or the quantity demanded or
one of their equnvalents whichever is meant.

D TRANSLATE INTO ENGLISH
1..CNPOC — OAHO M3 (PYHAAMEHTAMBHLIX NOHATUIA PLIHOUHOW IKOHOMUKY, oanauauou.tee T0
KONW4YECTBO TOBapa, xoTopoe notpebutens xenaet u cnocobex npuoﬁpecm 3a onpeae-
NEHHLIA NEPNOA BPEMEHN NPU BCEX BO3MOXKHBLIX LEHAX. VICTOUHUKOM XEeNnaHua ABNAIOTCR
HY¥ABI ¥ NOTPEBHOCTN Yenoseka, a UCTOHHUKOM nnaTe)KecnocoiSHocm *re«yc.uwe Aoxo- ¥
Abl U cHepexeHun. 1
2. B akoHOMUYECKON nuTepaType NPUHATO PasnuyaTh NUYHLIA, PLIHOUHbIA W COBOKyngIW,
cnpoc. Kpome ToOro, pasnuuator nnaTex(ecnocoﬁubm (AeMCTBVITeanbWI) 7 naTeHTHbM
(CKpbITBIA) cpoOC.
3. MNnaTexecnocoGHLI# cnpoc — 3To npeACTaaneHHaa Ha pobiHKe noTpeBHOCTL B Toaapax,-
obecneyeHHan AeHexHBIMIU cpeacTBamu. NaTeHTHBIR CNpoC — 3T0 CNPOC, KOTOPLIR He Ha+
xoaunT onaneTBopeva U3-3a OTCYTCTBUA Ha pbmxe HEeOGX0AUMEIX TOBApPOB U yCnyr nnw
Hu3Kkol. nfiaTexecnocobHocT noTpebutens. ‘
4. Bepylan - ponb B onpeaencHun noseaeHus noxynarenﬂ Ha PbIHKE NPUHAANEXUT ueH"
LieHa — rnasHan petepmuHaHTa cnpoca. Ipu npounx paBHbIX YCAOBUAX, NOKyNaTens np
obpeteT ToBapa Gonblue, ecnu uexa. byaeT Huxe. MosblweHue e LeHsl, H3060p0
YMEHBILMT KONUYECTBO UCnpaLLNBaemoro Tosapa.
5. OBparHan ceA3b MeXAyY LieHOi ToBapa » oGLemomM cnpoca npu NPOMUX PABHLIX' ycn
BUAX. HOCUT HA3BaHWe «3aKoHa cnpoca». 3aKOH crpoca rnacuT: «Hem Boille UeHa, Te
MeHbLe KONUYECTBO TOBAPa, Ha KOTOPOE NPERBABAAETCA CNPOC; U, HA0GOPOT, HEM HinK
ueHa, Tem 6onbiilee KONMYECTBO TOBAPA NOKyNaeTcs nOTpeGMTenHMM»

6. Cnpoc Ha onpepeneHHbIi ToBap u3oGpaxaeTca rpadyeckn B Biuje kpusoa, uMerowe
oTpuyaTensHbIW HAKMOH (T.e. UAYLEH BHU3, cneBa Hanpaso). Kpusan NokasLiBaerT, Kaka
KONMYECTBO TOBAPa NPY UIMEHSIOMXCA LIeHaX W NPOUMX PaBHbIX YCMOBUAX noxynaer
Ha PbIHKE 3@ TOT UM UHON NPOMEXYTOK BPEMEHW.
7. O6bem:(BenuuynHa).cnpoca o3Ha4yaeT Konu4ecTso ToBapa, koTopoe noxynaTenb xenad
1 cnocobeH npuobpecTu No AaHHON LUeHe B AaKHbIN NEPUOA BPEMEHMN. - 1
8. VNameneHue obbema (BENMUMHBY) CNpOCa 03HAYAET MEpPeaBUKEHNE C OJHOI TouKU
Apyry:o TOUKY. HA NOCTOSIHHOW KPUBOW cnpoca. rlpwmuom usmeHeHua obvema cnpog
CNYXUT N3IMEHEHUEe LeHbi AaHHOro ToBapa. B
9. Tpachuueckn, u3MeHeHe Cnpoca B LENOM BHIPXKEETCA B CMELLIEHW BCEVi KPUBOI cnpd
mbo Bnpaso (yBenuueHue cnpoca), nubo sneso (coxpatuerue cnpoca). MNpuuuHon sense
HE U3MEHEHUE LieHb! AAHHOND ToBapa, a U3MEHEHUe APYMMX akTopoB CMPOCa, KOTopbie NO
4WNW Ha3BaHue HeLeHoebIX. K HUM, B YaCTHOCTW, OTHOCSTCA: UMCRIO NOKynaTenei Ha potH
BKYCbI 11 NPEANONTEHUs NoTpebuTened: LeHb! Ha B3aMMO3aMeHsieMble ToBapbi; “3MeHeH!s
Aoxope noTpeburened; oxmvaaH1e GYAYLLEro M3MEHEHUA LIEH. :
10. (LleHoBas) anacTuuHOCTL CNPoca - 3TO CTeneHL YYBCTBUTENLHOCTY BENUYMHLI Nod
NaTeALCKOrO CNPOCa K UIMEHEHU!O: UeHb! ToBapa. 3nacTUMHOCTL CNpoca U3MEPAETCH §
HOLLIEHMEM NPOLIEHTHOrO U3MEHEHNS. BENUUNKEI CMPOCA Ha TOBAP K NPOUESHTHOMY 13N
HEeHWIO €70 yeHbl. Ha rpacdnke -CTeneHb YYBCTBUTENBHOCTY BUAHA NO HAKMOHY Kkpveg
cnpoca: Yem Bbille YYBCTBUTENLHOCTL, TEM Kpy4e HaknioH KpUBOA. i
11. BRAcTMuHLIA cnpoc — 310 /CNPOC, TArOTEIOLIMIA K N3MEHEHWO B 38BUCUMOCTH OT
6aKiii ueHbl. Cnpoc; OCTaloWIMACA HEU3MEHHEIM, HECMOTPA Ha U3MEHEHUA LIEHDI, Ha
BAIOT HE3NacTUuHLIM. Kak Npasuno, Ha NPOAYKTLI MUTAHUS CNPOC MEHEee 3NacTU4EH,
Ha npeameThl pockowm. OAHUM U3 CaMbIX HE3NACTUYHBLIX TOBApPOB ABNAETCA COMb, T.
Herb3A HUYEM 3aMEHUTD.

‘ ’ ek
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Text 5.2 v
Supply
"He gives twice who gives quickly.”
“He that comes first to the hill may sit where he will”
English proverbs
(1) Introduction to supply. Thus far, we have been focusing exclusively on’
buyers, and on demand. But buyers and demand are only half of the market .
and the market exchange process. it's time now to consider the behaviour of
selfers, 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 is similar to but opposite
from demand. It is the quantity/amount of a good that producers are willing and-
able to make/sell at various/all possible prices during a given time period.
(3) Supply is “the propensity to sell”. Just like demand, supply is an “if ..
then ..." concept. It doesnt 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. ln oth'er words,
supply is not the amount of goods flowing across the market from the sellers to
the buyers. In economics, it reany means “propensity to sell” — that is, “how
much sellers would sell,"if ..
(4) Supply vs quantity supphed Supply can be thought of as the relationship
between a range of prices and a range of quantities. In other words, it includes
not just the quantity sold at the current price, but any and all quantities that would
be sold at other prices — higher and lower. The price part of this relation is termed
supply price and the quantnty part is termed quantity supplied.

The supply price is-the minimum price that sellers are willing and able to
accept for a given quantity of a good. They would be willing to:accept more
than this price,-but not less. The quantity supplied, on the contrary, is the:
maximum amount of a good that sellers are willing and able to sell at a given
supply price/to offer at one price.

Supply price and quantity supplied come together as matched pairs. One

supply price, one quantity supphed Supply, then, can be referred to as the:
combination of these matched. prnce quantity pairs.
(5) The Law of Supply: higher price, higher quantity; lower pnce smalier
quantity. Price is a major determinant of the amount sellers will want to sell.
Because a higher price leads to higher profits, one expects that a greater quan-
tity should be supplied when the price is higher. So we can conclude that as the
price of the pmduct rises (falls), the quantity supplied will rise (fall), all other
variables remaining the same. Economists call this statement the Jaw of supply

From the law of supply it follows that the relationship between pnce and
quantity is a direct/positive one — that is, both quantity and price change in the
same direction: when price increases so does quantity, and ‘the higher the

- price, the larger 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
tan be produced with similar resources.

99



(6) The three ways to visualize the Law of Supply. The relationship bd
tween the quantity of a product that sellers want to sell dunng 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 eithej
in the-form of a table/chart or a graph, or expressed mathemat/cally in funo
tional formas: - .
: Qs = f (price, other factors held constant).” ' i
(7) The supply table. A table is an elementary way to express a suppq
schedule. Such a table constructed for an lmaglnary product is shown in thl
following example below.
The numbers in the:table reflect the way sellers will behave at each prlce |?
the maximum quantity of a product they will sell as the price goes up or down. N
A Supply Schedule - . For example, when the supply pri
Price of | Number of Widgets increases from $1.00 to $4.00 per u

the quantity supplied increases from
Widgets | People Want to Sell to 140 widgets because sellers

$1.00 10 normally willing to sell more_ at hig
$2.00 . . 40 prices. The supply of a good, thus, c3
$3.00 70 be thought of as a scheduleflist - 4

—— prices and quantities in the mmd of
$4 00 : 140 seller

(8) The supply graph The same supply ‘schedule can be shown wuth a gr
which will-look like the graph shown in Figure 3 below, with the:supply pi
‘measured/plotted on the vertical :axis, and the amount of a-good one or mg
producers are willing and able to sell at different pnces measured /plotted
the horizontal axis. . .
(9) Understanding the supply graph The supply ‘curve labelled SS in Fi

‘is nothing more than -a graphical representation of the law of ‘supply. it shot
the positive relation between the supply price and the amount of a good
or more: producers are willing and able to seII at all possible prlces/at ev
possible-price. ‘

Unlike the typical demand curve, the typical supply curve slopes (incre
lngly) upward from left to right. Notice that the line does not begin at the |
gin. There'is some price ~ above zero — at’ Wthh no seller will sell at all.|
basic economic analyses the supply curve is often approxmated as a str.
_ling, just as it is the case with the demand curve.

" The positive slope of the supply curve graphlcally lllustrates the dlrect A
of-supply relation between supply. price and quantity- Supplled the higher,
price, the greater.the quantity supplled with all other relevant factors hel
changed, and vice versa. - .

For example, as the supply pnce mcreases from P1 to P2, the quantlty '

. plled (NOT supply) increases from Qs1.to Qs2, since sellers are wulllng ta

more at higher prices, and vice versa.
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Figure 3. A Change in Quantity supplled Figure 4.A Shift in Sdpply

The entire set of price-quantity pairs that reflect sellers’ ‘willingness and abil-
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 ashift 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 supplied 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 entire/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 determinants will change the
entire supply schedule and shift the supply curve either to the left or to the
fight. 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 for a particular good or service refers to the quantity of a
good a producer/seller is willing and able to produce/sell at all 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

101



within the marketplace or, to put it ancther way, the sum of the amounts sup-

plied by each of the sellers. Aggregate supply is the total supply of goods and |

services in the economy during a specific time period.

(13) Elasticity of supply. Price elasticity of supply, or simply elasticity of sup- -

ply, is the degree of responsiveness with which quantity supplied changes for
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 typi-
cally calculated as the percentage change in the quantity supplied of a good
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 price
changes a little, the supply is said to be (price) elastic. If the quantity changes
little when the prices changes a lot, it is said to be (price) inelastic. The de-
gree of responsnvehess of quantity demanded to changes in the product’s

pnce is reflected in the slope of the demand curve: the lower (is) the respon-

siveness, the steeper (is) the slope. Zero elasticity, or perfectly inelastic
supply, is graphlcally represented as a vertical supply curve.

* A. TEST YOUR UNDERSTANDING
1. Decide whether the following statements are true or false:
1. The concept of supply is similar to the concept of demand.
2. Supply is the willingness of sellers to sell a good at a given price.
3. Price i$‘'a most important determinant of supply.
4. The law of supply can be shown graphically by a down-sloping curve
5. The higher the price, the larger the quantlty supplled ceteris panbus
6. If the market supply of a good is low, the pnce will rise provided there i |s
demand for it.

7. Supply is the amount of goods flowing across the market from the sellers
to the buyers.

8.The quantity supplied is the amount that will be offered for sale at al|
possible prices:

9. Elasticity of supply is the percentage change in the ‘quantity supphed of

a good or service multiplied by the percentage change in its price.

2. Choose the most suitable word/phrase;

1. The graph depicts the law of supply as a(n) (upward-sloping,
downward-s!opmg, horizontal, vertical) fine.

2. An increase in supply will shift the supply curve (to the right,
to the left, upwards, downwards).

3. Price and quantity supplied of a good are (posmvely, negatively,
indirectly) related, ceteris paribus. = T

4. The higher the price, 'the" (higher, lower, largef) the quantlty supphed
by a firm will be, everything else held constant.

5. 1f the supply price increases, then (the supply, the'quantrty supphed
. the shift in supply) increases, too.

3. Fill in the blanks using the words glven below:
1 The law of supply states the direct relation between supply prlce and .
2. The:law of supply postulates that an increase in price tends to ..

. the quantity supplied, other things equal.
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3. The supply curve will shift to the ... when there is a decrease in supply. -

4. The law of supply states that ... of a good or service, all other '
variables remaining the same, the greater the quantity is supplied.

5. In economics, elasticity usually refers to ... .

price elasticity, increase, the h/gher the price, left, quantity supplied. -
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 prices and .. :
4. The costs of production is one of the ... of s_upply.
5. Elasticity is a measure of ..
6. The factors that are likely to cause the shifts in supply are called the ..
7. The direct relationship between price and quantity supplied is called
8. The supply curve would shift to the left, if ..
9. Changes in price result in . , _
5, Restore the correct word order in the sentences that follow:
1. Similar to supply is opposite but from demand? '
2. From left the supply curve slopes upward to typical right.
3. The direct refationship is between one price and a quantity.
6. Answer the following questions without looking back at the text:
1. What is supply/supply schedule/supply curve?
2. What is the difference between a change in quantity supplied and a
change in supply?
3. What are the most important supply—shlftmg factors?
4. What does “the Law of Supply” postulate?
5. What is (price) elasticity of supply’7 How is it normally measured'?
6 What is zero elasticity? How is it represented graphically'7
1. Write a summary/Render the contents of Text 5.2 usmg your own words
as far as possible. - v , :
8. Discuss:

¢+ the ways the supply of a given product responses to pnces

v B. FURTHER READING
1. Read the text below and explain the phenomenon of the backward :
bending supply curve.
The backward bending supply curve. Occasnonally, supply curves do not_
slope upwards. A well-known example is the backward.bending supply curve
of labour. Generally, as a worker's wage increases, he is willing to supply a
greater amount of labour (working  more hours) since - the “higher wage
ncreases the marginal utility of working.(and increases the opportunity cost of
hot working). But when the wage reaches an extremely-high amount, the
kborer may experience the law of diminishing marginalutility .in relation to his
ary. The large amount of money he is making will make further money of
e value to him. Thus, he will work less and less as the wage increases,
oosing 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.
fomes vertical:

ettical supply curves ltis sometnmes the case that the supply curve is vemcal
at is the quantity supplled is fixed, no matter what the market price. For exams,

P8, the amount of land in the world can be considered fixed. In this case, no mat..

ter how much someone would be willing to pay.for a piece of land, the extra ca

not he created. Also, even if ho one wanted all the land, it still would exist. Thesq
conditions create a vertical supply curve, giving it zero elasticity (i.e. no- matter
°W large the change in price, the quantity supplied will not change). = .

In the short run near vertical supply Curves are-even more common.. Fo:
€xample, if an excmng sporting event is next week, increasing the number 0(
S€ats in the stadium is almost impossible. The supply of tickets for the game:
Can he considered vertical in this case. .

3: Read the text and discuss. the role of taxesasa’ sugglz—shtftmg factor
Ne of the ways in which the government can alter the market is through taxesy
Ne such example is in the tobacco market: if the government would like to disg

Coyrage the sale and.use. of tobacco, they would charge tobacco sellers a tax

tobacco products. In'most cases, sellers pass as much-of the added cost on
Uyers as possible. Because the sellers don't want to lose any profits, they havg.

O increase their selling. price in order to maintain the same profit margin,. sincli:
Qy had to. pay an .extra_tax when obtaining the products for resale. In sudg

Cases, the supply curve wil|"shiﬂ:vertiéally by the exact amount of the tax..

a

C TRANSLATE INTO RUSSIAN d -

1. Supply vs quantity’ supplied.: ‘Supply-is simply a schedule (or list) ¢
Prices and the quantity. supplled of a good at each price. It is the ‘entire reig
tionship between the price of the good and the quantity of the good and c3
Q jllustrated on a graph with apositively sloped line (curve). Supply is e
Whole curve, while a partlcular point on the curve is'the quantity supplied t -
elates to a spemf ¢ price. The supply curve tells us the quantity supplied.
€ach and every price. It-also tells us the lowest pnce one will accept top
Uce one more unit of the good.
- Determinants of supply. The goal of a company, once again, is to ma
mlze profits, calculated as the difference between the total revenues and @i

total - costs ‘of production. So, .one of the determinants of supply must-be §
CQsts of production. As costs of production rise, profits fall, and therefore §
CILJantlty supplied should fall (shift:to the left). Conversely, as costs of produch
fajl, the_ profits rise, and -the quantity supplied should rise (shift to the rig}
osts include the costs of natural resources such as wood used in buiidir§
home, the costs of labor (wages and benefits), and the costs of the capitalf
When we considered demand, one of the determinants was also:populs
(the number of buyers). The same is true for supply. One of the determind
ot-supply is the number. of sellers of the product.-When the number of sé
Increases, the supply:should increase (shift to the right). When the numb4
seilers falls, the supply. should decrease (shift to the ieft) the market td
shape/alter the economy
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D. TRANSLATE INTO ENGLISH .. S

1. [na onucanus noBeAeHUA IPOAABLIOB Ha PhiHKE UCMONb3YIOT TEPMUH «PEANOKEHUE.
2. NpeanoxeHue — OAHO U3 PYHAAMEHTANbBHBLIX MOHATUA PHIHOYHON KOHOMUKW, O3Ha-
yaroujee To KONMYECTBO ToBapa, KOTOpPoe NPoAaBel xenaeT u cnocoben NPoaaTs 3a on-
peaeneHHbINn nepuon BPEMEHU NPU BCEX BOIMOXHLIX LIEHAX.
3.-B ynpoileHHoi q:opmynupoake npeAnomeHue - 31'0 Konuqecrao *rosapoe npeAcraB-
NEHHBIX Ha pbiHKe.
4. B 3koHOMUYecKoi nMTepaType anHHTO pa3nuuaThb. mnnmaup.yanbnoe pbmoquoe u co-
BOKYNHOE NpeanoxeHune. ‘
5 Beayuias ponb B onpenenemm l‘IOBeAeHMﬂ nponaaua Ha pbiHKe npwHaAnex(m ueHe

6. Llena — rnasHuiit hakTop, onpeaensiowmi 06Lem npeAnoXeHus.
7. 3aKOoH NpeanoXeHua rnacut:: «Yem Belle yeHa, Tem Bobllie KONW4ECTBO ToBapa, Nno-
CTaBAIAEMOrO Ha PLIHOK, U, HAOOOPOT, YEM HUXKE LIEHA, TeM MeHblliee KONU4eCTBo Toaapa
npegnaraetca norpeﬁurenm»
8. CornacHo 3aKoHy NPeanoXeHus, NPOU3BOAUTESb, NPU npoqux paauux ycnoamux M3b-
ABNAET FOTOBHOCTb NPOAATL TOBAPa Tem Gonblue, YeM Bbllue CTAHOBUTCA LeHa Ha' pbiHke,
NIOCKOMbKY HeM BbILLE UEHa Ha NPOU3BOANMBIA TOBAP, Tem Gonbiue AOXOA: V1 ‘Hao6oporT.
YMeHbLUEHUE LIEHBI YMEHbLWUT KOMWYECTBO NOCTaBAAEMOro Ha PLIHOK ToBapa: [pu-3ToM
CYWECTBYET HEKas MUHUMANbHAR UeHa, Huke KOTOpoU npogasel He byaer npoaasaTe
AaHHbIA TOBApP s006WWe.
9. Obrem (BenuynHa) npe,qnomenma 03HaYaeT KoNMYecTBo Tosapa onpe,qeneuuoro swxa
KOTOPOe npojasey XenaeTt v cnocobeH NOCTaBUTb Ha PLIHOK N0 faHHOW LeHe B AaHHbIk
nepuop BpemeHn. MNpsaman cBA3b -MeXAY UEHOW TOBapa U 0OLEMOM NPEANOKEHNA — NPU
NpOUUX PaBHLIX YCNOBUAX — HOCUT Ha3BaHWe «3aKoHa npeanoxexus». Ero rpadmueckoe
sbipaXeHue NpeacTasnneT coGolt KPUBYIO, UMEIOLWYI0 NONOXWTENbHLIA HAKIOH (T.e. Ha-
npaBneHHylo BBepx, cnesa Hanpaso). KpuBas NPeAnoXeHUs RoKasbiBaeT, Kakoe Konuue-
CTBO' TOBapa, NPU UMEHAIOLIMXCA LIGHAX U MPOMUX PABHBIX YCNOBUAX, MOCTABNAETCA Ha
PbIHOK 3@ AaHHbIV. NEPUOA BPEMEHN.
10. MiameHeHMe 0BLeMa NPeANIONEHUS 03HAYAET NEPEMELLIEHIE C OAHOM TOHKN Ha Apyryro Toqu
Ha NOCTOAHHOW KDUBOH NpEANOXeHuA. TPUUNHON U3MEHEH!A, OBLEMA NPEATIOKEHUA CIYKUT
uIMEHEHUE UeHB TOBapa. PEIHOMHARA LeHa Ha ToBap AAHHOTO BUAA U 0GbEeM ero IPEANOKEHNs
HAYT KaK «HEPa3NyJHan MapoqKar: AA KAKAON LIEHBI — CEBON 06bem NPeanoxeHus.
11. Tpadnuecku; n3MeHeHue B NPEANOXEHNN B UENOM BLIPAXAETCA B CMeLeHUn BCew
KpUBOW NpeanoxeHna NGO Bnpaeso (ysenuueHne npeanoxernn); nubo eneso (cokpatle-
Hie npeanoxeHus). MNpuMNHONM Takux CABUrOB KPUBOI SBNAETCA HE U3MEHEHuE . LeHbl
AaHHOrO TOBAPA, a U3MEeHeHUe APYruX, HELIEHOBLIX (PAKTOPOB NPEANOXEHUA. K HUM, B ya-
CTHOCTH, OTHOCHTCA: U3AEPXKKU NPOUIBOACTBA; NPOUIBOAUTENBHOCTD TPYAA, YMCNO Npo-
H3BOAUTENE! 4aHHOro BUAA TOBAPA; LieHb! HA B3IaUMO3aMEHsIeMbie TOBapbl; U3MEHEHUA B
Aoxope notpebuteneii; oxuaanue Gyayliero nameHeHus LUeH n npouee.
12. Kak u B cnyyae CO CNPOCOM, LEHOBAA NACTUMHOCTDL .NPEANOKEHUN (UnK npocm -
NACTUHHOCTL NPEANOXKEHNA) — 3TO CTeneHb YyBCTBUTENLHOCTU KONuYecTsa nocTasnse-
MOr0 MPOAABUAMKU TOBApa K WIMEHEHWIO LEHbI Ha JTOT Toaap wnn Apymx Heueuoaux
Paxropos NpeanoXeHUs. -
13. 3nacTUYHOCTE NPEANOXEHUA WU3IMEPAETCA -OTHOWEHUEM NPOLIEHTHOrO U3MEHEeHUs
o6nema NPeAnoxeHuUs K NPOLEHTHOMY U3MEHEHUIO ero ueHsl. Ha rpacuke cteneHb Takon
HYBCTBUTENBHOCTU BMAHA. NO HAKMOHY KpUBOIt NPEANOKEHUSR. HEM. HINKE uyscrswrenb-
HOCTb, TeM Kpyue KpUBas WAeT BBepx. =
14, 3nacTuuHoe NPEANOXEHNe — 3T0 NPEANOXENVe, 06LEM: KOTOPOTo' UAMEHAETCS BENEA 3a
HIMEHEHUAMK UeHbl: lpeanoKeHue, OCTaIOWEECH HEN3MEHHbIM; HECMOTPA Ha konebaHus ue-
Hol, HA3LIBAIOT HE3NACTUNHLIM. [IpU HYNEeBOIt ANACTUMHOCTY, UMM aBCONIOTHO HEINACTUHHOM
'De.qnomenuu. KpuBan npegnc»xenua Hanpasnexa BepTUKaNGLHO BBEPX.

*** :
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Text 5.3
Supplv, Demand Price, and Market Equilibrium:
Putting it All Together

: “Economic laws are not made by nature They are made by human beings.*
o Roosevelt, Franklin D,
(1) Introduction. 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 forces
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 of
goods that sellers are willing to sell.
(2) The equilibrium market price. In economics, the price at which the quan-
tity demanded exactly equals the quantity supplled is called the eqwllbnum
market price. The equilibrium market price .is the “just right price” — a pric&
just high eénough and just low enough so that the buyers want to buy just ex
actly as much as the sellers want to sell. At this price, the quantity of good§
flowing into the market from the sellers/being pushed into the market by th
sellers is equal to the quantity of goods being pulled out of the market by th
buyers. -The buyers can buy all that they want, so there is no shortage. TN
sellers can sell all that they want, so.there is no surplus. So, the equilibriu
market price is the ONLY price at which the quantity demanded is equal to tf}
quantity supplied (Qs=Qd), and it is the only price that sellers will recelve/agr
on‘and buyers will pay at any time in the'spot market. .
(3) The market-clearing price. The equilibrium market price is also referre
as the market-clearing price (MCP) because it clears the market of/clears aw§
any-excess supply or excess demand. Note that for everythmg that is suppli
to be consumed and for the market to be cleared price must be equal to
lower than equilibrium price. ° ‘
(4) Market equilibrium.. Markets are where demand meets supply When §
price is just right, so that there is neither excess demand nor excess supfl
the market is said to be in (economic) equilibrium. ]
Microeconomics assumes that market equilibrium is the optimum econof
outcome. Under the conditions of market equilibrium every consumer
wishes to purchase the product at the market price is able to do so and
supplier is not left with any 'unwanted inventory. The result: the market
clears away, and everyone is happy. ]
(5) Market disturbances and market disequilibrium. However, real lifgy
always, is different from simple theory, and perfect market equilibrium is
before reach/is never reached because in reality demand and supply arg
most constantly changing, making thus the market adjustment an.ever
process. The state of the market that exists when the opposing market fa
of demand and supply are not in balance/are out of balance is common
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ferred to as market disequilibrium. More specifically, market disequilibrium re-
sults if the demanid price is not equal to the supply price and the quantnty de-
manded is not equal to the quantity supplied.

(6) Excess demand and supply: effects of being away from the equlllb-
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 surp!us
which induces/results in a change in the price.

A shortage exists if the quantity demanded exceeds the quantity supplued 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 get the desired but rare/
scarce product and, thus, bid up/raise the current price. -

A surplus exists if the quantity supplied exceeds the quantity demanded at the
current market pnce “This condition emerges ifthe market price is above the equi-
librium price. With'a market surplus, prices tend to fall. Sellers are unable to sell
as much of the good as they would like at the current price. As such, they have to
drop the price until people do'want to buy all their extra stuff.

The greater the difference (the disparity/discrepancy in numbers) between sup-
ply and demand, the greater the tendency for prices to change and bring the
market (that is, the quantmes 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, or 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

thus obtained is a supply-

Supply and Demand schedule ‘, and-demand schedule for a

o Number of Number of | 5554, which in our case are

Price of Widgets Widgets widgets. It should be obvious

Widgets ||People Want to|f Sellers Want to that the price of $3.00 is the

: Buy Sell equilibrium price and the

$1.00 100 10 . | quantity of 70 is the equilib-

$2.00. 90 .40 - .rium quantity. At any other

, price, sellers would want to

$3.00 : 70 70 sell a different amount than
$4.00 40 | 140 buyers want to buy.

(8) Drawing a supply-and-demand graph. The same information can be
shown' with a graph. By-now, you are familiar with graphs of supply curves
showing the price-quantity combinations at which sellers are likely to offer their
goods for sale, and with graphs of demand curves showing the price-quantity
combinations at which buyers are ready (wiling 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 is
referred to as the point of equilibrium. The point of equilibrium 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 pomts
of disequilibrium.

Note once again that in the fi igures, 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 asa
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 quantities demanded and sup-
plied at that price are equal (Qd=Qs). .

At prices above the equilibrium point (that is, where Qs>Qd) there is excesa

supply (oversupply) which creates a surplus of the product whlle at pnces below:

Pr:l.ce D ' Pr:l.ce D o %

Equilibrium Po:.nt B ) Excess supply v :
_ B g . : (Surplus) S
Po- P
) L Excess:; demam.:l‘
S ~D S (Shox::tage)
g Q T guantity _(vQ), L —oi b ___Q“antit;__(
Figure 5.. - Figure 6.

' Market Equrhbrrum Excess demand vs Excess supply+
the equilibrium (that is, ‘where Qs<Qd) there is excess demand or undersu '
ply (See Fig.6). The effect of excess supply is to force the price down whil
excess demand creates shortages and forces the price up.

~ The equilibrium price will only change when the conditions of elther supply
demand, or both:change. 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 price cerll
Theoretically, if left alone, a free market will naturally settle into equlllbnum
ever, the government at times interferes with the market and sets the price

product in order to protect the interests of either consumers or producers.
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If the government sets/installs/introduces 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 milk market. The minimum wage is
also a price floor because it sets a minimum [evel that employers can-pay em-
ployees. If a price ceiling is set at or above market price, there will be no notice-
able effect, and the ceiling is only a preventative measure. :

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)

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 disequilibrium, 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
transactions at prices higher than the ceiling at the black market.

'A. TEST YOUR UNDERSTANDING

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

. Perfect market equilibrium is unachievable in real life.

. Real life is different from simple theories.

. The exact shape of the supply-and-demand curve is never known.

. In a free market the price for a good is always a matter 6f compromise.

- With market equilibrium no supplier is left with any unwanted inventory.

. No government is able to regulate prices.

. The price at which buyers are willing to buy the same number of goods that .

sellers are willing to sell is always a matter of compromise.

8. In a market economy the supply and demand for a given product tend to
be constant.

9. A price that is above the equilibrium price creates a surplus, which leads to
a lower price. A price thatis below equilibrium creates a shortage ‘which
leads to a higher price.

10.When price ceilings are not blndmg, -one can expect to see such things as
non-price rationing, deterioration in product-quality, and black markets
2. Choose the most suitable word/phrase:

1. As price goes (up, down) buyers purchase {more, less) products. -

2. Price (ceilings, floors) cause excess persistent (shortages, surpluses).

3.If sellers are charging (more, less) than buyers are wulllng and able

to pay, a (surplus, shortage) of product will result.

4.For the market to be “cleared,” price must be equal to or (hrgher, SEEA
lower) than equilibrium price. S

5. The government interferes with the market to protect the interests of (both
consumers and producers, either consumers or producers).

NG AWM
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3. Fill in the blanks using the words given-below:

1. With a market surplus/shortage, prices tendto ...".

2. At the MCP people are ... to buy as much-of the good as they would like.

3. The ... price that sellers quI receive and buyers will pay at any trme 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 pnce and one ... on which both the -
‘buyers and- the sellers .. '

6. The MCP 'is the only- pnce at whlch the quantlty .isequaltothe -
quantity .. : L

able, agree, demanded, exactly, fall, good, only, quanttty, supplied.

4. Complete the sentences:

A:1. For the market to be “cleared,” price must be ..

2. The equilibrium market price is the price'..

3. Excess demandcreates ... "and forces’ the pnCe' ,

4. There is neither excess demand nor excess supply when

5. The cost of imposing price restrictions - is.
6. Price ceilings/fioors cause excess ... or persrstent . in-the market.’

7. The greater the dlscrepancy between supply and demand the greater the
tendency for .. : ,

B.1.A surpluslshortage exists if <.

2. Market disequilibrium results |f

3. If the price is set below the equrlrbnum market pnce

4. Afree market will naturally settle into equilibrium_if ..

5. If sellers are charging more than buyers are wulhng to pay

6. If the government sets a minimum price, the market price 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.. . '
6. Answer the following questions without Iookrng back at the text
- What is the “just right price? ) '

. How is it determined in.a free market?

. What causes price to change? . .

. How can you define “market equrllbrlum’"? :

. What is the equilibrium market price/the MCP? .- .

. What is meant by-“*points of disequilibrium™?

. 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 asking for a good j

12.What makes government quite often interfere with the market? -
110
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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 summary/Render the contents of Text 5.3 using vour own words

as far as possible. -
8. Explain/Describe:

o 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 condltlons changes elther the demand or the
supply of a good; . v v
o how price adjusts to changes in demand and supply.
« why a change in one of the ceteris paribus condltlons changes either the
~ demand or the supply;
« what occurs when the quantltles demanded and the quantltles supplled are
not equal
9. Discuss: o
o the idea of government mterventlon ‘with the market asa good/bad thlng
10 Comment on the following quotation:
“That. govemment is best that governs least.”- Thomas Jefferson.

“Econom/c Iaws are not made by nature They are made by human beings.” -

“Roosevelt, Franklin D. o

_ ' 'B.FURTHER READING
1. Read the. text below and answer the: questions:
» What is rationing?
« What are the two bas:c kinds of rationing? ©
o What was the first non-food commodity rationed in the USA during the
World War 112 Why? ,
The word rationing can-be rather misleading/confusing as it is often used:
as a short-cut for two- quite :different terms, — that is “price-based rationing™ -
and “non-price(-based) rationing”. Rationing 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 refative to de-
mand there must be some -means for distributing the goods.in questlon One
of these rationing devices.is price.-
Using prices to ration goods. and services means that those wuth the most

money (or other assets) and who want a product the most are first to receive -

it. Such rationing happens daily in a market economy. Iti is a corner—stone of
capitalist economy. o
Non-price ratlonlng follows other pnnmples of dlstnbutron 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. allowed 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 rationing 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, dictating
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 Indies that pro-
duced 90% of America’s raw rubber. President Roosevelt.called on citizens

to help by contributing scrap rubber to be recycled: o/d tires, o/d rubber rain-
coalts, garden hose, rubber shoes, bathing caps. .

2. Read the text below and answer the following questlons

o What are the two kinds of non-price /at/on/ng methods mentioned in the text9

o What are ration books? =~

« What are the positive and negative sides of quantity-based rationing?
When it is illegal to buy or sell a product at a higher price, the only way

consumers can compete for the goods in shortage/short supply is either

through legal non-price competition or through illegal transactions at prices

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 Il,- most of

| R_eét SRR —_— L | the v:;a(ljmng coulntnes at-
_ . » , . tempted to equalize prod-
‘-MW'STRY OF FOOD uct distribution by rationing

1953 -1954 _ ~and price fixing. In order to
RATION BOOK | & oo o
fair -share of ~what' was

Surname. 73;1,;/, initiats___ available, the Government
Address. 9% AMexe fey Rewd of the UK was also forced
Brlosten to introduce rationing . of

LT essential and non-essential
| "% Founn RETURN | Serial No goods. Ration books were
TO ANY FOOD OFFICE| BF 914246 ~ ~ || issued. These contained

’ i coupons, and ' shopkeep-

C ers cut out the relevant
number of coupons when a customer bought goods. Still, the less scrupulous
tumed to the black market and a lively smuggling trade/extensive black-market
operations deveIOped between Northem' Ireland and Eire. Tea and sugar were
smuggled south in return for butter and bacon which travelled north.

3. Read the text and answer the following questions:
o Why-is_it impossible . to imagine a well-functioning economy nowadays
without any government intervention? - - . E
e What are the main functions governments perform in modem economles g
. What is the main pmblem with govémment intervention? A
‘Government plays an important economic role in all modern economies, i
cluding market economies, Indeed, it is hard to imagine an economy with 1
government role whatsoever. A well- -functioning economy requires that the go!
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ernment play a role in maintaining law and order and defending people against
external enemies. This point has an important application in understanding poor
economic performance in cities and countries in which crime is prevalent and
shop owners’ costs-are high because thieves frequently rob them: The govern-
ment determines property rights and maintains a court system -that resolves
. economic disputes over contracts and other agreements. Governments provide
assistance to the poor, both through direct expendttures and through mcentrves
for private charities to'provide assistance.

True, markets ‘free of any government mterventlon 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 whether government action can
improve the way markets work when they are not working well, and whether
observed problems with markets might be due to unwise government pohmes
4. Read the text below and answer the questions:

s What are the basic assumptions the neoclassical economic theory of human
behaviour is based on? Are they all true to life? ,

Perfectly rational person: Laws_of behaviour. Neoclassical economics
begins by assuming that people want things and that the amounts of these
_things are limited. That's easy to believe. Secondly, economics goes on to as-
sume that people try to maximize utility — that people really will-try to improve
their “satisfaction levels”. That's fairly easy.to believe, too.

__A third assumption is that people are rational. In the theoretical world of “to-
tal economic rationality” each person will compete with others to get ahead. |
* will offer more to buy something before you get a chance at it. | will undercut
you and take your customers. Personal feellngs of kindness or thoughtfulness
for others never have any influence on a person’s behaviour in this dog-eat-dog
world of “let the devil take the hindmost”!

For centuries economlsts 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 getting-or making something and would always spend money in the abso-
lutely most efficient way to maximize utility. Such a person would always budget
very carefully — would always optimize and economize all the time.

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

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

1. A key functlon of the market. To this point, we have consndered the laws
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 will. supply, all other things held constant
In mathematical terms, these relationships are expressed as:. Lo

Qd = f (price, constants) .

+.Qs = g (price, constants) - &
2, Price, as is known, acts as a regulator: of the quantity of goods and ser-
vices demanded and supplied. If the price of a good is too high, consumers
will demand less than producers are willing to supply. If the price is too low,
consumers demand more than producers are willing to supply. So; a key
function of the market:is to find the market price at which the quantity sup-
plied and the quantity demanded are in balance. Under these conditions, the
‘willingnéss and ability of consumers to pay equals the wﬂlmgness and ablllty
of producers to supply/to offer goods for sale.
3. Pricing In a free market prices are determined by trade/prlce agreement
between buyers and sellers rather than by government. The prices buyers are
willing to pay for a.commodity and the prices at which sellers are. willing to
part_with that commodlty are directly influenced by supply and demand. In
abstract terms, the price is thus defined as the equilibrium point of the
demand and the supply curves, which represent the prices at which buyers
would buy (and sellers sell) certain quantities of the good in questlon A price
above the equilibrium point will lead to.oversupply, while a price below the
equilibrium point will lead to-the opposite situation- (undersupply) When the
price a buyer is willing to pay coincides with the pnce a seller IS wulhng to
offer, a trade occurs and price is determined.-
4. Price ceilings. A price ceiling is:an upper limit forthe prlce of a- good ‘once
a price ceiling has been put in, sellers cannot charge more than that. Price
ceilings are usually put in to benefit buyers.'ln 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 prlce of bread
is too high, then they might install a price ceiling.

If the government puts in a price ceiling, than the quantity demanded will
exceed the quantity supplied, meanlng that not enough bread will be supplled
to satisfy demand: Such a situation is called a shortage. Because price cei
‘ings are installed in the interests of the buyers the government has to decide
‘which situation is preferable. for the buyers: hot being able to afford any
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 low that farmers cannot make~enough
money to support themselves. In such cases, the government steps in and sets
a price floor, which can cause problems of its own: when the price is artificially
raised above the market equilibrium price, the quantity supplied exceeds the
‘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 prices above the
legal 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 Il 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 building materials continued while the scar-
city lasted. Black marketing is also common in exchange of foreign 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 S
A. 1. 3aKoH cnpoca 1 NPEANIOKEHUS — OCHOBHOW 33KOH PbIHKA.
2. QxOHOMUYECKNE 33KOHbI — 3TO 33KOHBI, NPUAYMAHHBIE NIOALMU, A HE 3aKOHb! NPUPOABI.
3. PeanbHasn }u3Hb CUNbHO OTNNHAETCA OT ee YNPOLWEHHOro TeoPeTUYECcKoro onucaHus
4. PblHKW ~ 3TO MeCTO BCTpe4u Cnpoca u npepnoxeHun. Kopa Het Hu u3bbiTka cnpoca, Hu
13abbITKa NPEANOKEHUA, TO TOBOPAT, HTO PbIHOK HAXOAUTCA B 3KOHOMUYECKOM PaBHOBECUU.
5. UxTepeckl nposasua v NOKynatena Ha pbiHke NPAMO NPOTUBONONOXHLI. OfHU XOTAT
KaK MOXHO Gonbiuie 1 Aopoxe NPoaaTh, a BTOpblE — Kak MOXHO Bonble n gelwesne Ky-
Th. [03TOMY rnaBHbifi BONPOC NPU PLIHOYHOM 06MEHe —~ 3TO BORPOC KOMAPOMUCCA.
6. PbiHOUHOE paBHOBECUE NPEANONaraeT, YTo KONUYECTBO ToBApa, kKOTOpPoe nokynarenu
XOTAT NpuobpecTn fo AaHHOW UEeHe, TOYHO COoBNafaeT ¢ KONUYECTBOM ToBapa, KoTopoe
NPOAABLLI FOTOBbI NPOAATH NO 3TOW XKe ueHe.
7. Ecnu yeHa ToBapa Takosa, YTo KONMYecTso ToBapa, KoTopoe foKynarenyu XoTAT npuo6-
pPecTn, TOYHO COBNagaeT C KONUYECTBOM TOBapa, KOTOPOe NPOAABLLI FOTOBLI NPOAATb, TO
A3HHBIA OTPAcNEBsoil PHIHOK HAXOAUTCA B pasHosecuu. CnepoBaTesnbHO, PbIHOWHOE paB-
HOBECUE — 3TO CUTYaLUA, NPY KOTOPOil CNPOC paBeH NPeaNOXeHWO.
8. B cnydae HapylleHua paBeHCTBa MEXAY CNPOCOM U PEANOXEHNEM PLIHOK Oka3sblBaeT-
ca B pasbanaHcupoBaHHOM COCTOAHUM. B pesynbTate, Ha pbiHKe NOABAAETCA HexsaTka
nnu, HaobopoT, NIBHITOK TOBAPA, YTO BLIALIBAET, B CBOID O4EPEAb, CMEUIEHUE PLIHOYHON
UeHbl COOTBETCTBEHHO B8 GONbWYI0 WAV MEHLWYIO CTOPOHY. Yem 6onbuie CTaHOBUTCA
pasHuya/pasberxka mexgy CnpocoM U npeanoxeHuemM, Tem Bonblie MEHAIOTCA LeHb!.
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9. AnAa Toro, 4To6kl BCE TO, 4TO GbiNO NOCTABNEHO Ha PhIHOK, 6610 packynneHo, U PbiHoK
«0HNCTUANCH», -HEQ6X0AUMO, HTOGLI UeHa Ha Toaap CoOTBETCTBOBana paauoaecuou pbt-
HOUHOW LieHe unv Bbina ee HWXE.

10. N36biTOK ToBapa Ha pbIHKE BO3HUKAET 'roma Koraa ob6vem npeanoxeHun npesblu.raer
obbem cnpoca. B aTux ycnoBuax NpoAaBLbl He B COCTOSHUM NPOAATL CTONLKO TOBapa,
CKONBKO OHU XoTenu Gkl NPoaaTh MO TeKyW|en LeHe, N UM n'pmxonmcsa c6pacbiBaTh LEHY
A0 Tex rop, noka notpebuteny He 3axXOTAT PACKYNUTL OCTaBLUNICA Y HUX Ha' Pykax ToBap.
11. Npn HexBaTke TOBapa, NOKynaTeny, xenas npuobpecti HeoBXoAUMBI MM TOBAp, KOK-
KYPUPYIOT Mexay cobo, «noabusan» Tem cambim tieHy Tosapa. [pyu pesko BbipaXeHHOM
PacXOXAEHUM MEXAY CNPOCOM U RPEANOKEHNEM UMEIT MECTO HEeLUEHOBbIE CNOCODLI Npe-
OAOSIEHUA fehuLMTa, Takne Kak rocyAapCTBEeHHOE perysiMposaHme, yxyAuJeHue Kavecrea
TOoBapa U HeKoTopble Apyrue.

12. B HEKOTOpbIX CRyuasx NpaBnUTeNnbCTey NPUXOAUTCA BMEWNBATLCS B quHKuMOHMpo-
BaHWE PbIHKA W YCTAHABAWBATb TO, UTO HA3bIBAETCA «LEHOBLIM NOTONKOM» . «LIEHOBO
NOPOroM» AN OnNpefAeneHHol rpynnbl ToBapoB, YTOGb! 3aUMTUTL MHTeperl COOTBETCT-
BEHHO floKynaTenemn.unn NpoAasLios. |

13. McTopuueckan npakTuka NOKasbiBaeT, uTo. I'IOJ‘IHOCTb!O orpuuarb nonoXuTesnbHovie
CBOWCTBA KOMaHAHOW CUCTEMbLI XO3RNCTBOBaHUSE HENMb3st. Fpy onpeaeneHHbIX YCNoBUAX
oHa 0BHapy¥MBaeT 8010 3(PEKTUBHOCTL U HEOGXOAUMOCTL. B YaCTHOCTH, NPaKTU4EcK
Bce CTpaHbi ApuGeralT K KOMaHAHBIM METOAAM XO3SWCTBOBAHUA B 3KCTPEMANIbHBLIX CH-
Tyauusax (BoMHbl, CTUXUiiHbIe 6eACTBUS U T.N.). OAHAKO hYHKUMOHUpOBaHUE KOMAHAHOR
3IKOHOMMUKMN HA ANUTENbHLIX UCTOPUYECKUX UHTEPBANAX NPU3HAHO HE3MEKTUBHBIM.

* S %
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NMPUNOXEHKUE 1

1] CnyxebHute cniosa: a, about, above; across, after, against, all; along, 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, everything, few, for, from, he, his, her, him, himself, how, 1, if,
in, into, it , its, itself, like, many, me, mine; much, my, neither, near, no, nobody, none, nor,
not, nothing, of, on, one; ones, onto, or, opposite, other, others, our, ourselves, out, over,
round; since, something, the, their, them, themselves, them, these, they, this, those,
though, to; toward, under, unless, unlike, until, up, us, we , what, when, where, which,
while, who, whom whose why, will, with -, wuthln without, would yet, you your, yours,
yourself.

1| HenpasunsHiie M MoaanbHbie rnaronbl: be (are been, being, is', was, were),
bear, beat, become, begin, bid, bring;-build, buy, can, choose, come, cost, could cut, deal,
do, draw, drink, drive, fall, find, forgo, eat, get, give, go, grow, have, hear, hold, hurt, keep,
know, lead, learn, leave, lose, let, make, may, meet, might, mislead, must, overcome, pay,
put, read, rise, tun, say, see, seek, sell, set, shall, should, show, sleep, speak spend
steal, take, tell, think, thrive, understand, undertake will, would, write.

™ I'IpOCTbIe CNOXHbIE N COCTaBHbIE Hapetma abroad, ahead, almost, already, also,
although, always, anyhow, anyway, apart, away, awhile, best, better, downwards, else,
even, ever, everyday, everywhere, far, fast, first, further, here, however, just, less, maybe,
mere; more; most, never, nevertheless, next, now, nowadays, often, once, only, otherwise,
outwards, rather, quite, seldom, soon, someplace, sometimes, still, then, there, therefore,
thus, throughout, today, together, too, up, upward upwards very, well, whenever
whereby, whether, whichever, whatever, yes.

M NonuosKauHble CROBa M3 NEKCUYECKOFO MUHUMYMA 3a Kypc cpenueu WKORbL:
adjective, alone, ancient, answer, apartment, aware, back, bad, bird, black, blood, bread,
breakfast, bridge, brush, cake, call, candy-bar, car, century, child, China, city, classmates,
clean, clear, close, clothes, cook, corner, dancing, day, daily, dictionary, difficult, dinner,
dish, discuss, dozen, dream, early, easy, egg, end, endless, English, enjoy, example, ex-
ercise, family, fan, farm, farmer, father, favourite, first, fish, food, forest, fourth, free, free-
dom, Friday, friend, full, fun, game, glad, glass, good, government, grade, great, Greek,
hand, happiness, happy, heart, help, high, home, hope, hour, house, hungry, kill, knowl-
edge, land, language, large, lesson, letter, life,.lifetime, like, listen, little, live, long, look,
love, low, luck, lucky, lunch, man, Maths, milk, million, -money, morning, movies, music,
musical, name, nation, new, news, newspaper, night, novel, old, open, paper, parent, par-
rot, parents, past, people, perfect, phone, place, play, player, please, politics, population,
question, railway, ready, road, room, school, second, shelf, shop, short;.small, society,
square, state, story, sugar, sunlight, sure, talk, task, taste, team, teeth, thing, third, Thurs-
day, ticket, tiger, time, train, tree, trip, true, TV, unpleasant, vacation, verb, village, walk,
want, war, wash, watch, water, week, weekend, welcome, wish, word work, world, worry,
wrong, yard, year. .

™ Npoumasoanbie Hapeuws: accordlngly, actually, alternatlvely. automatlcally, barely, ba-
sically, broadly, carefully, cheaply, clearly, closely, collectively, commonly, completely,
consequently, considerably, .constantly, continually, conversely, differently, directly, early,
easily, economically, effectively, efficiently, equally, especially;-essentially, exclusively, ex-
tremely, fairly, finally, firstly, fourthly, freely, fully, generally, governmentally, graphically,
highly, increasingly, independently, individually, inherently, instinctively, intensely, inter-
changeably, intuitively, inversely, ironically, largely, lastly, legally, legitimately, marginally,
mathematically, mentally, mostly, mutually, naturally, nearly, neatly, necessarily, normally,
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obviously, ordinarily; originally, partly, perfectly, personally, physically, possibly, potentially,
practically, precisely, previously, primarily, privately, probably, purely, really, quickly, reia-
tively, roughly, secondly, separately, significantly, similarly, 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, inward, outward, upward.

%] UnTepHauvoHansHble croBa: A. abstract, abstraction, agent, aggressiveness, ak-
ternative, analysis, analyze, anti-protectionism, antithesis, archaeology, archetype, aspect,
author, automobile, balance, bankruptcy, barrier, barter, basis, biology, block, brand, bro-
ker, candidate, capital, capitalism, capitalist, category; cent, center, central, character,
characteristic, characterize,: classical, classification, classify, club, collective, communal,
company, compensate, compromise, computer, concert, cooperative, credit-card, con-
crete, contact, context, contrast, copy, corporation, corruption, critical, criticism, criticize,
critics, culture, dealer, demagogue, discipline, discomfort, dollar, ecological, ecology, eco-
nomic, economical, economics , economist, effect, effective, elastic, elasticity, electricity,
elementary, element, energy, equwalent etymology, evolutionary, fact, factor, finance, fi-
nancial, firm, football, form, fundamental, geography, graphical, guitar, history, horizontal,
ideal, idealize, information, infrastructure, ingredient, instinct, instrument, intensity, interest,
Internet, interview, intuition, know-how, litre, macro-micro, macroeconomics, material,
mathematlcal maxnmlzatlon maximize, maximum, mechanics, mechanism, mesoeconom-
ics, metal, ‘microeconomic, microeconomics, mlgrant minimization, minimize, minimum,
mintte, model, moment, monopolist, monopolistic, monopolize, monopoly, monopsonistic,
monopsony, moral, moralists, motivation, neoclassical, norm, office, ollgopoly, ollgopsony,
optimal, optimist, optlmlstlc optlmlze optimum; organism, organization, organize; orienta-
tion, parallel, passive, penny, period, philosopher, physical, plan, plus, political, potential,
practical, prefix, prestige, principle, process, product, program, proportional, qualification,
radio, realistic; recommendatlon regulate, religious, resource, restaurant, result, rhetorical,
risk, role, sector, separatism, series, signal, situation, socialism, socialist, socio-economic,
socioeconomics, ‘specialist, specialize, sports, standard; station; stereo, stimulate, style,
subjective, synonym, synonymous, system, tactics, talent, technologlcal technology, tele-
phone, television, termlnology, terrorism, text theory, title, traditional, transport tnlogy.
typical, university, vertical, /

B.activate, arena, approximate, attack, based, basic, business, calculate, chance class,
combination, command, component, composmon concept, concession, constant control,
cooperate, cooperation, demonstrate, department, discussion, detail, dlagram disparity,
doctor, ego, exclusive, fantasy, final, finish, fluid, focus, function, functional, future, gen
éral, generate, global, graph, hospital, human, idea, identical, identify, illustrate, illustration,
individual, industrial, inelastic; informal; innovation, intellectual, intelligent, intense, intema*
tional, intervention, tegal, limit, local, manner, machine, manager, mental, method, minersl;
modern, monetary, motivate, ‘national, natural, nature, negative, opponent, option, persoﬁ.
personal, popular, position, positive, practice, private, problem, productive, progress, pubs
lic, radical, rational, real, reality, seasonal, service, social, sort, speaker, specxal Spec
start, stop, structure, student, tendency, total tralmng‘ transform, type, unlque unive
vacant; zero;

C.academic, act action, activity, advocate affalr affect aggregate, argument blt
complement; complex, condition, confuse, direction, design,: examine, excess, exp
extra; extreme, figure, goal, guide, instance, interest, list, major, manifest, match, mes
ure, medium, objective, obligation, operate, order, original, park, party, pass, post, pres$
production;  productivity, protection, realize,: rock, rule scholar, sohd square, study.
Ject table, ultlmate voluntary, ’
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D,accordance, according, accounting, advance, affection, affixed, agricultural, argue, air,
allocate allocation, alphabetical, alter, amount, apply, area, argue, arrangement, artificial,
associate, attract, attractive, beneficial, benefit, bill, broad, byproduct, cap, card, carry,
categorization, circulating, combine, common, communicate, community, compare, com-
plete, consist, contain, continue, contractual, contrary, contribute, construct, core, corner-
stone, corresponding, course, crime, criminality, curve, depict, determinant, determine, di-
minish, direct, disequilibrium, distribute, distribution, divide, dominance, dominate, domina-
tion, double, economize, economy, educate, education, educational, efficiency, efficient,
emphasis, equal, equation, equilibrium, equipment, erect, escape, essence, establish, es-
tate, evaluate, evaluation, exam, expand, explicate, explicit, fix, foundational, foundation,
govern, govemnmentai, gravity, illegal, illegitimate, imbalance, imperfect, implicit, impracti-
cal, inadequate, indicate, indirect, induce, inequality, infinite, inform, institution, . institu-
tional, interaction, interested, interfere, inter-personal, interrelated, intersection, introduce,
introduction, investment, labour, line, location, mainstream, manifest, manufacture, margin,
marginal, mark, market , mark, matter, mix, modify, non-corporeal, non-market, note,
number, observe, occupy, opportunity, oppose, opposite, orient, origin, package, pair, part,
particular, percent, percentage, personality, point, politician, prepared, pressure, prevent,
primary, produce, protect, provide, pure, quarter, range, rate, rationing, reason, reason-
able, 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, theorist, theorize, tend, term, tour, triad, turn, universe, urban utility, valuatlon vari-
able, variety, various, visualize, web.
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) NPUNOXEHUE 2
AHINO-PYCCKUA CNOBAPL
. A
ability (9) cnocoBHocTb
able (16) cnocobruin
abolish (1) ynpasaHaTs, 0OTMEHATL
abolition-(2) nukenaauvs, oTMEHa
abundance (1) usobunue
abundant (3) (umerowmincs) s usobunuu
abuse (1) snoynoTpeGnexue .
academic (4) yHMBEPCUTETCKUIA; y4ebHbIR; TeOpeTUYeCKkuit, akagemMudeckuin
accept (10) npuHumaTh; gonyckaTb; nony4aTs
access (1) pocryn
accordance (1): in ~ with B8 cooTBETCTBUM C HYEM-N.
according (5): ~ to cornacHo Y4emy-n.; ~ as CMOTPA NO TOMY, KaK
account (1): to take into ~ NPUHUMATL B pacyeT; y4uTbiBaTh
accounting (2) GyxranTepckoe AeN0; ~ COSt KanbkynAums
achievable (3) poCTVXUMBIN, BLINONHUMBIA
achieve (20) pocturats, Aobusatbes
acquire (3) npuobpeTtaTs |
acquisition (1) npuobpeTenue
act (7) 1. cm. action; 2. noctynaTs, Bectu cebs
action (8) geicrTamne, NOCTYNOK
activity (11) AeATEeNbHOCTL; AEACTBUA
addition (1): in ~ 8po6aBoOK, kpoMe Toro
additional (18) AononHuTenbHLIR, A06aBO4HbIN
adjustment (1) perynupoBsaHnue; yCTaHOBNEHNE paBHOBECUA
ad = advertisement cm. advertising
adult (1) Bapocnbii
advance (2) 1. npoasuxeHue (110 cnyxbe), 2. npoasuraTsL, NponaraHauposaTh
advantage (1) npenmywecTso
advertising (2) peknama, o6vasnenve
advocate (1) CTOPOHHUK, NpUBEPXeHey
affair (10) Aeno; ~s BONPOCHL!, OTHOWEHUA
affect (5) (ompuyamensHO) BNUATL, CKA3LIBATHCA
affection (1) npuBA3aHHOCTL
affixed (1) npuHagnexawwi, npukpenneHHbIA
afford (1) nossonaTts cebe
aggregate (7). ~ demand/ supply coBOKYNHbI cNpoc/ npeanoxeHue
agree (2) cornawartbca
agreeable (2) npnemnemeii
agreement (5) cornaweHve
agricultural (2) cenbcKoX03aNCTBEHHbIR
aim (2) 1.uensb; 2.cTpeMnTLeA
alienable (1). ~ property oTuyxgaeman Co6CTBEHHOCTb
allocate (4) paamewyartb, pacnpeaensTb
allocation (3) pacnpeaenenue
allow (5) no3sonaTL; ~ for y4uTbiBaTb, NPUHAMATL BO BHUMAHWE
amount (33) KONUYECTBO, BENUYUHA, CyMMa, 06bem
appear (2) NoABNATLCR; tO ~ as BbLICTyNATb (8 poay)
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apply (5) npumeHaTs(cR)
approximate (2) npubnwxkatb(ca)
area (3) obnactb
argue (6) yrBepxaartb, AOKa3biBaTh,
argument (1) cnop
arise (2) BO3HWKaTb, NOSBAATLCA
arrangement (2): institutional ~s opraHW3aLMOHHLIE CTPYKTYPbI, MexaHMaMb|
artificiat (1) uckyccreeHHbIN
assess (2) oueHusatb
assume (6) ponyckats, (Npea)nonarato
assumption (3) gonyweHue, NpeaAnoNOXKeEHUe
assure (1) obecneunBaTs, rapaHTuposaTth
attain (2) pobusatbes, gocTurats
attempt (5) 1. noneiTka 2. cTapaTbCs, CTPEMUTLCA
attract (1) npuenekarb; ~ away from oTBnekaTb
attractive (2) npusnexaTenbHsbii
available (26) umetowmircs B Hanu4uK, AOCTyngM
average (1) cpeaHun
‘avoid (3) unaberaTb
axis (4) ocb

B
back (1): ~ up noakpennatb :
bad (3): economic ~ akoHomMU4eckoe anmnﬁnaro/ano

balance (3) 1. be in/out of ~ HaxoAuTbCA B paBHOBECUU/B pasﬁanancupoaanuom

COCTORHUMN 2. B3BEWMBATL, 06AYMLIBATL

behave (7) noctynato, sBectu ceba

behaviour (6) noBegexve '

behavioral (1): ~ style cTunb noseaeruA

being (6) cm. human being

belief (2) sepa; popular ~ wupoko pacnpocrpaHeHHoe y6expeHue/mHeHve

believe (5) BepuTb; cuutaTb, nonaratb

belong (3) npunagnexatb

beneficial (2) 8birogHbLIN, NONE3HLIR

benefit (19) 1. Bbiropa, nonbaa; ~s cymmapHbie Buiroabl ¥ addexTs!;
2. ‘u3Bnekarb NOMb3y "

bid up (1) npubaenats, HabasnNATL (LEHY)

bill (1) cuer

bit (3) HeGonbLUOe KONUHECTBO; @ ~ Of HEMHOIO

bitter (2) oxecToueHHbIA (0 KOHKYpeHUUK)

bonds (2) o6nurauuu; ueHHbe Gymaru

bound (1) cM. boundary

boundary (2) rpanuua, npegen

brain (1) cM. exertion

branch (2) otpacnb

brawn (1) cm. exertion

broad (2) wupokuit; ocHOBHOM

building (10) 1. 3aanve, CoOOpyxeHue; 2. CTPOUTENbHbBIA

buyer (58) nokynatens -

byproduct (1) no6ouHbin NpoayKT
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Cc

case (11) cnyvait; peno; in ~ B cnyyae
cause (3) Bbi3blIBaTb, CIYXWUTb NPUYKHON
ceiling (8): price ~ «noTonok» (Npeaen NOBLILEHUS LIEH)
certain (16) onpeseneHHbI|; HEKOTOpbLI
ceteris paribus (3) 7am. npy Npo4UXx paBHbLIX YCNOBUAX
change (43) 1. uameneHnuve, cABUT; 2. MEHATL(C]), N3IMERATHL(CA)
charge (6) 1. yena, nnata (3a 4To-N.); 2. HasHa4aTb (LeHY)
chart (3) Tabnuua
chase (2) cm. rainbow
chatte! (1) aBuxumoe nmyujecTso
cheap (3) aeweswiit
choice (80) sribop
circle (1) rpynna, kpyr (nogen)
circulate (1) HaxoanTbcR B 0BpaLleHun
citizen (2) rpaxaannH
clear-cut (2) YeTkui, ACHbLIA
clearing (1): market-~ price (MCP) paBHOBECHaA pbiHOYHAA LeHa
coal (1) yronb
coin (1) MmoHeTa
coincidence (2) coBnageHnue
collusion (1) TafiHbti4 crosop
combine (3) coepnHATL, 06LEAUHATL
commodity (12) Tosap
community (2) obwecTtso
compete (12) KOHKypupOBaThL
competition (49) koHkypeHUnA
competitive (6) KOHKYPEHTHbIN, KOHKYPEHTHOCNOCOGHLIRA;

~ market cBo604HbIN PHIHOK
competitor (12) koHKypeHT )
complements (1) B3auMoa0NONHAOWME TOBaPH!
complete (4) 1. nonHbIW, aGCONKOTHEIIA; 2. 3aBEpWaTh, 3aKaHYUBaTb
complex (3) cnoxHeolin
comprise (1) BKNOYaTbL
conceal (1) ckpriBaTb
conceive (1). ~of npeacTaBnATb
concern (4) kacaTbcs; BecnokouTbes
concerning (2) kacaTenbHoO, OTHOCMTENBHO
concession (1) ycTynka
conclude (3) (c)aenaTb BLIBOA
condition (12) ycnoeue, cocTosHue; under ~S B YCNOBUAX
consequence (3) (no)cneacTene, pesynbtart
conserve (2) cbeperatb
consider (18) paccmaTtpueatb; AyMaTb, NonaraTb, cynMTaTh
consideration (2). ~s coobpaxeHusn
consist (3): ~ of cocToATS M3, 3aKNoHaTLCS
constraint (4) orpanuierne
consumable (1) notpebnsembin
consume (3) noTpebnaTb
consumer (14) noTpeburens, nokynatens
consumption (7) notpebnexune
content (1) ~s coaepxumoe
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contest (1) 6opeba
continue (3) npogomxaTb
contractual (1) 4oroBopHON
contrary (2): ~ to Bonpekn, HECMOTPSA Ha; on the ~ HaobopoT
contribute (1) coaencreoBaTh, cnocobcTBoBaTH
convenience (1) Beiroga
copyright (1) aBTopckoe npaso
core (1). ~ personality BHyTpeHHee «a»
corresponding (1) cooTBeTCTBYOLWMI
cost (17 ) ctouMocTb, ~S 3aTPaThl, U3AEPKKU
costly (2) poporocToawmin, HaknNagHLIA
counterpart (1) aksusaneHT
course (12) 1. kypc (ywebHeil); of ~ KOHEYHO .
create (6) cosaaeaTh, NPOU3BOAUTL
creativity (1) usobpetarensHocTh
crime (3) npecTynnexue
crops (1) 3epHoBble KyNbTYpb!
current (10) 1. TeueHune (pexn); 2. Tekywui
curve (60) kpusas; demand/supply ~ kpusasi cnpoca/NpeanoXeHus
customary (1) 06blMHbBIA, NPUBLIYHLIA
customer (5) nokynarenso
D
deal (3) 1. cnenka; a great ~ of MHoro 2. to ~ with umeTs geno (c), 3aHUMaTbCs
to strike a ~ 3aKIC4UTL CAENKY
decide (23) pewatb(c]), NnpUHUMATHL peu.leHMe
decision (34) peweHune :
decrease (7) 1. yMEeHblUEHUE, CHUXEHUE, 2. yMeHbwaTb(CA), yobisaTts
deferred (1): ~ consumption otTnoxeHnHoe notpebnexve
define (8) onpeaenaTb .
definition (18) onpepenexue
degree (6) cteneHs, ypoBeHb
demand (154) 1. cnpoc; 2. Tpe6oBaTb, BbiTb HYXHBIM;
effective ~ nnatexecnocobHblih cnpoc; fatent ~ CKpbITLIA cApoC
deny (1) oTpuyaTtb, oTBepraTh; He NpU3HaBaTb
depend (11) 3aBucets; be ~ent on 6biTb 3aBUCUMbBIM OT
derive (3) npoucxoaunTtb
describe (4) onuctiBath :
design (1): be ~ed bbiTb NpeAHa3HaAYEHHBIM (0151 Yeeo-11.)
desire (27) 1. )enaHue; 3anpoc; 2. xenatb, XoTeTb
destruction (1) paspywenue
deterioration (1) yxyawenue
determinant (6) onpegensiowmi paxkTop; AeTEPMUHAHT
determine (7) onpegenatb
detrimental (1) narybHbin
develop (4) pa3asuBaTb; pa3pabarbiBaTh, pactumpsaTb
differ (3) otnuuartsca
difference (5) pasnuuve, pasHuua
different (20) paanuyHbiih, pa3Hblii :
differentiate (3) pasnuuatb, Amcpqaepenuupoaa'rb
diminish (4) y6biBaTh, ymeHblIATbCA
direct (4) 1. NpAMOW; HENOCPEACTBEHHI 2. Hal‘lpaBﬂﬁTb
direction (1) HanpaBsneHue
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discard (1): ~ alternatives oTbpacuiBaTh ansTepHaTUBLI

discrepancy (1) pacxoxaexue

disequilibrium (6) HapyuleHne paBHOBeCUSR

dismal (1): ~ science MpayqHbIi; CKy4YHbINA

disparity (1) HecooTseTcTBUE

dispense (1): ~ with pacnopsxaTbca

distinction (2) otnnune, pasnuine

distinguish (4) pasnu4aTts, BLIAENSATH

distribute (1) pacnpeaenatb .

distribution (3) pacnpeaenenne

disturbance (1): market ~s xone6anus Ha pbmxe

divide (5) aennTb(CR), pasaenaTs, Nogpasaenatb

dominance (2) AOMUHUpOBaHUe, BNUAHWE

dominate (3) gomuHupoBarTb, npeobnasats

domination (1) rocnoacTeo, BnacTb

double (2) asoinHon

drop (2) napato, cnnxa'rb(cn) cbanaTh (Yery)

durable (2) anuTensHbIR; ~ goods ToBapb! ANMMTENLHOMO nonbaosaumn
E .

e.g. (1) cokp. om exempli gratia HanpuMmep

earn (6) nony4atb, 3apabatbisaTh

earth (2) semns _

economics (104) 3kOHOMUKA, IKOHOMUYECKas Hayka; basic ~ OCHOBbI IKOHOMUKY; -

economize (17) 3KOHOMUTb

economy (24) 3kOHOMMKKA (CTPaHbl), XO3RNCTBO, non-market ~ HePLIHOMHAR
(nnaHoBan) 3koHoMuKa, command ~ aAMVlHMCTpaTMBHO-
KOMaHAHas/perynupyemas 3KoHoMUKa

educate (2) paBaTh 06pasoBaHne, BOCNUTLIBATL

educational (1): ~ organization y4ebHoe 3aseaeHue

efficiency (1) acbchekTBHOCTL, NPON3BOAUTENBHOCTL

efficient (4) 3cquexTuBHbm pPaUVOHaNbHbIAR

effort (10) ycunue; in an ~ to do smth NLITAsCL CAGNATH HTO-1.

ego (1) s (cam); aro

emerge (3) NORBNATLCR, BO3HUKATH

emphasis (1) akueHT, ynop

emphasize (3) noauepkusartb

employ (4) npumeHsTb, “CNoNb3oBaThH

employee (1) cnyxawuin

employer (1) pabotoaarens

enable (2) penaTs BO3MOXHBIM , AaBaTh BO3MOXHOCTb

encourage (2) crumynuposats

endless (1) 6eckoHeynbln

engage (2) sosnekaTb

ensure (1) rapasTupoBeath

enter (2) BX0AWTb, BCTYNaTL

enterprise (1) npeanpustne

entire (14) uensiin, NONHBIA, BECL :

entity (1) individual economic ~ caMOCTOATENBHAR 3KOHOMUYECKas eAuHULA

entrepreneur (31) npeanpuHumarens

entrepreneurship (10) npeanpnAMMaTensCTBO, NpeanpUHUMaTENLCKNE

cnocobHocTh
entry (1) Bx0A, BCTynnexne
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environmental (2): ~ economics 3KOHOMUKA OKpYXXalowen cpeas!,
~ destruction pa3pyLueHve oKkpyxalouen cpeasbl
equal (12) 1. paBHbIi; 2. paBHATLCH
equilibrium (35) pasHosecue
equipment (4) o6opyaosaHue
erect (1) BO3BOAUTL, COOPYXaATH
essence (1): in ~ no cywecrsy, 8 cyu.\Hocm
establish (2) yctanaenusats; ~ oneself as 3aasuTs O cebe Kak
estate (4) umywecTso; real ~ HefBNKUMOE UMYLLIECTBO, HEABUXUMOCTH
estimate (1) oyexnsats h
etc (3) cokp. om et cetera v Tak ganee (M T.4.)
evaluate (1) oueHusats
evaluation (2) oueHka
event (1) cobbiTre
exact (10) To4HbIn
examine (1) uayuarts
exceed (3) npesbilwars
exception (1) ncknioueHue
excess (14) 1. u3dbITok 2. U3BHLITOUHLIN; AOnOﬂHMTeanbM
excessive (1) nanuwHun
exchange (31) obmeH
exclusive (3) ncknounTenbHbIi
exert (1): ~ onself HanparaTsca, npunaratb yCUnus
exertion (2): ~ of brawn/brains duanieckue/yMCcTBEHHbIe yCUnun
exhaustible (1) ucrowaemeii, ucuepnaemelii
exist (15) cywmecreoBath, BO3HNKATL
existence (4) cyuecrsosaHue, Hanuuve
exit (1) sbixoa
expand (3) pacwmpats
expect (7) oxmaars, npegnonarare
experience (2) oneit
explain (3) 06bACHATL
explicit (1): ~ cost ABHbIE U3AEPKKU
express (4) sbipaxartb, oTobpaxarb
extend (1) pacnpocTpaHaTh
extent (2) o6vem, creneHb
extension (1) NPOTAXEHHOCTL
extra (7) AONONHUTENBHDLIA, ROBABOHHLIN; U3BBLITOUHBIN; YCUNEHHLIN, 0COBLIN
extreme (1) YpeamepHbiIn
F
face (18) ctankuBaTbCA, CTOATL Nepes (kem/uem-n.)
facilitate (1) obnervath
fail (3) (no)TepneTb Heyaauy; He yaasaThbcs
faiture (1) Heypaua
familiar (2): be ~ with 661Tb 3HaKOMbIM
farmer (1) bepmep
far-reaching (1) vimetowwii Gonbuwine nepcnex'ruabl
far-sighted (1) aanbHoBVAHLINA
favour (1): in ~ B nonbay
feature (2) xapakTepHas 1epTa; npuaHak
field (2) o6nactb
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figure (5) 1. pycyHok; 2. ~ out NOACUNTLIBATL
ﬂ",(z) 3aNONHATb, HANONHATHL
ffn'shed (2): ~ goods KOHe41Hble ToBaph!
fire station (3) noxapHoe aeno

it (4) nopxoanTs, cooTBETCTBOBATL :

€3 (1): ~ market "GNOWWMHLIA" poIHOK, “Bapaxonka’
flexip)e (1) ru6xuir; nerko npucnocabnusaembiii
floor (8): price ~ MMHUMaNbHbIA YPOBEHDL LIEH
flow (4) 1. teun; npotekats: 2. to go with the ~ NNbITb N0 TeueHMo;

. cash ~ peHexXHbI NOTOK HanUYHoCcTV «

fluid (1) nukenanbiit (o kanumane)
folloy (7) creposats
foreq (16) 1. cuna; 2. 3acTaBnATb, BbiHyXAaTb

Orgo (4) 0TKa3bIBATLER, BO3AEPKMBATLCA
former (1) nepebi
foungational (1) yHaameHTanbHbLIA

famework (1): within the ~ & npeaenax/pamkax Yero-fi.

resh (1): ~ water npecHas soga. . . -
fulfiy (9) BLINONHATDL; AeNnaTb, UCNONHATb, OCYWECTBNATL
further (2) cnocoBeTeoBaTS, COpEHCTEOBAT, NPOABMTATE

G
g2in (15) 1. npubbinb, AOXOA; ~S AOXOAbI; 2. NOAYy4aTh, 406UBaTLCA
9ap (2) Gpeuw, npoben : -
9arhage (1) mycop : ~
98Ngra) (11) oBLMit; HecneuranaupoBaHHbLIl; in ~ soobie
9t (4) nopapok, aap S
giVe p (5) otkasbisaTscs, GpocaTk
goal (14) yens
9%0yg (74) ToBap; nonb3a; economic ~ 3koHoMU4eckoe 6naro
9%Vvern (1) ynpasnaTb :
9rOcer (1) Toprosey HakaneiHbiMn ToBapamy, Gakanefimk
9rOwth (1): economic ~ 3KOHOMUHECKUA POCT
g'iqye (1) HanpasnaTh
H

haif (1) nonoeuna
hapyen (4) cryyaThCa, NPOUCXOANTL
haregy (1) ynopHo, ycepano
haryship (1): ~s TpyarocTn

eaith (2) 3apoposbe; ~ care 3ApaBOOXpaHeHwe
hira (2) anumare Ha paGoty
howugehold (5) (aomaLutee) x0387ACTBO

OSusing (1) xunse

U an-being (4) yenosex

|

1-€. €11) cokp. om id est - To ecTb
f"Q%al (2) He3aKoHHbIR, NPOTUBO3AKOHHEIN
’!"eQitimate (1) NPOTUBO3AKOHHELIN
fmaginary (2) BooGpaxaembiii; HepeanoHsIn
m t\alance (1) HecooTBETCTBUE
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immovable (2): ~ property HepBvXUMOE UMYLLECTBO
imperfect (2) HecoBepLUGHHbI
implicit (1): ~ cost HesBHbIE U3AEPXKU
importance (1) 3HaunmocTs
important (19) saxHbIk
impose (2) o6narats (Hanorom v T.n.); HaeA3aTh
impossible (2) HeBO3MOXHSIM
impractical (1) Heocywectaumslit
improve (6) yny4warts(ca); CoBepWweHCTBOBaTL(CA)
inability (1) HeBO3MOXHOCTL
include (15) sknwyaTts
income (9) goxoa, npubsins
increase (16) 1. ysenuueHue, pocT; 2. BopacraTs, yeenuuneaTs(ca)
indicate (4) nokaseiBaTe, yxasvisaTs
indirect (2) koceeHHbI, Henpamown
inescapable (3) HeusbexHsIn
infinite (1) 6GesrpaHuyHLIA
influence (7) 1. BnuaHue; 2. BnuaTbL o
informed (1): ~ choice-decisions peweHus, NPUHATLIE HA OCHOBE UMEIOLIUXCA
ceeaeHui
inherent (3) cBOWCTBEHHLI
inherit (1) yHacneposaTe
innovate (1) esoauTb HOBWECTBA
innovation (2) HoBWeCTBO
input(s) (4) sxnaa
instance (2): for ~ Hanpumep
institutional (2): cMm. arrangement; ~ economics WHCTUTYUMOHANBHAR
3KOHOMMKA
insurance (1): ~ polficy ctpaxosow nonuc
intangible (5) HemaTepuanbHsIi
intend (3) npegHasHadyats(cA)
intention (1) Hamepexue
interact (1) s3avumogeiicTeoeats
interaction (1) saaumoaencreune
interdependent (1) sasucawuin oauH OT Apyroro
interest (8) uHTepec; npoueHT(bl)
interested (2) saunrepecosaHHbIi
interfere (1) eMewueaTbCca
intermediary (3) nocpeaHuk
intermediate (1) NpoMexyTOYHBIN
interrelated (1) B3auMocBR3aHHbIN
intersection (2) nepekpecTok; nepeceyexve
introduce (1) BBOAUTb, NPEACTABNATE
introduction (9) eseaexve
inventory (2) 3anac, Hanu4Hble ToBapsl,
~$ MaTepuansHO-NPOU3BOACTBEHHBIE 3anacs!
inverse (2) o6paTHsIf, NPOTUBONONOXKHDLIN :
involve (17) sinodaTts B ceba, coaepKaTth(C); BoBNeKaTL(CA)
inwards (2) BHYTpb; B CTOPOHY Havana koopauHar
issue (2) sonpoc, npobnema
item (22) npeamer, selwb
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J
jewelry (1) oBenupHLIe n3genus
job (2) pabota
join (2) NnpMCoeanHATLCR, 06 BEANHATLCR
justification (2) onpasaanve
K
key (6) 1. knioy; 2. KNIOYEBO; (MaBH.I
kind (10) sna, pasHoOBMAHOCTL
L
label (2) oTmeyatb, homedarts -
labour (25) TpyA; ~ economics akoHoMMKa Tpyaa
lack (3) ucnbiTbiBaTh HEAOCTATOK, He.qocraaa'rb
land (25) semns ‘
latent (2) cMm. demand
law (20) 3axkoH
leadership (1) pykosoacTso
leisure (1) oTAbIX
length (1) NPOAONKUTENEHOCTb, NPOTAKEHHOCTL
lessen (1) ymeHbwars
level (8) yposeHb
limitation (3) orpanunuenne
list (3) cnucok, nepeyveHs
livestock (1) (aoOMalHui) ckoT
location (1) mecro
loss (3) yObITOK, NOTEPSR; ~S YBbiTKK
lot (7): 1. parking ~.cTosHKa AN\ aBTOMALUUH, 2. & ~ (0f) MHOro
lower (14) CHUWXaTb, yMeHbLLaTb
lumber (1) nunomatepuansi
: M
machinery (4) oGopyaosaHue; MalnHb!
main (4) rnasHbif, OCHOBHOM
mainstream (1) 0CHOBHOE Hanpasnexne
maintain (1) noaaepxuneaTth, yaepxusaTs, COXPaHATL
major (3) rnaeHslil, OCHOBHON '
manage (4) pacnopsxartbCs; CPasNATLCS; 3KOHOMHO PacxoAoBaTL
management (4) ynpasneHue; pyKoBOACTBO
managerial (1) ynpasnenyeckuis; ~ economics axoHoMuka ynpaaneHm
manifest (2) sbikasbiBaTh NPU3HAKK, (NPO)RBAATL
manufacture (2) npon3soAuTL, UIrOTOBNATL
margin (2) MMHUMYM; Npeaen; xpan
marginal (31) npeaenbHbIi; MUHUMANbLHLIN; ~ utlhty npeaentHan NonesHocTe
mark (1) oTMeuaTsb, nokasbisaTh
market (216) pbIHOK; SPOt ~ pbIHOK HANMYHOro Tosapa
marketplace (3) pbiHok; 6a3apHas/pbiHOUHaA NAoWwaae; chepa Toproanu
marriage (2) TECHbBIA COIO3, eAuHEHNE
match (6) 1. maTy; 2. noAxoAUTL, COOTBETCTBOBATL
matter (5) 1. Bonpoc; no ~ He BAXHO
meaning (4) 3naqeHue
measure (8)'1. Mepa; 2. n3MepATb, ONPeAensaTb
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mediate (1) 6biTb NOCPEHUKOM

medium (2) ~ of exchange cpeacTBo o6pawieHus .
meet (5): to ~ needs/wants yposneTBOPATL Hy)KAbI/l‘IOn)éﬁHOCTM
member (2) yqacTtHuk

mental (3) yMmcTBeHHbIN

mention (1) ynomMuHaThb, ccbinaTbes Ha

mere (1) NpocTon, YnCTbIH

means (4) cpeacreo, cpeacTsa

merge (1) cnusate(cA); nornoutaTe(ca)

merger (2) nornowenue, cnuaHue

midway (1) nonnytu

mind (4): in the ~ of Ha Barnag, no MHEHMIO, to bear in ~vmeTb B BUAY

miserable (1) HecuacTHbIl
mix (2) cMewwmasats, NyTaThL
modest (2) ymepeHHbiin
modify (2) supousmeHATL
movable (2) ~s/~ property ABWKUMOCTb, ABUKMMOE UMYLIECTBO
move (6) 1. aABrxeHue; 2. 4BUraThcs, nepemeLyaTbhes
movement (4) ABUxeHUe; NepeaBUKEHVe, NepemMelteHre
mutual (6) B3aUMHbIf

N .
necessary (6) He06x0ANMBIN, HYXHbIV, TPEGYEMbIt
necessity (1) HeobxoaumocTte
need (27) 1. notpe6HOCTL; 2. HyXAATLCA, TPeboBaTLCA
negotiate (1) sectn neperosoptl, 06cyxaaTh ycnosus
next-best (1): ~ alternative cneAylomaa/Apyraa fnyywasn aanepHamaa
non-corporeal (1) HemaTepuanbHLIA

note (12) 1. npumevaHue, KOMMEHTapuid; 2. 3amedartsb, obpawate BHUMaHUe

notice (2) obpawiate BHUMaHNE, 3aMETUTL
notion (4) noHATUe

number (25) konuyecTso, YUCno; Lucpa; a ~ of HEKOTOPOE KONUYECTREO, PAA,

numerous (2) MHOTrOYUCIIEHHBIH
o .
object (7) npep,mer; Belb
objective (24) uens, crpemneHne
obligation (1) o6a3aTenbcteo
observe (3) HaGniogats, 3amevatb
'obtain (2) nony4ats, npuobperars
obvious (4) o4eBUAHLIN, ABHBLIA, NOHATHLIA
occupy (1) 3aHnmarb
occur (1) npoucxoauTs, Cny4aTeCa
offer (16) 1. npeanoxeHue; 2. npeanaraTo
oil (1) HedpTb
operate (2) pabotatb, q)yuxuuonuposa'rb
opportunity (46) BO3MOXHOCTb, ~ COSt anbTepHATUBHbLIE U3AEPXKKU
oppose (5) NpoTUBONOCTABATL
option (6) 8bi60p, anbTepHaTUBa, (BOIMOXHbIN) BapUaHT
order (21) NOPAAOK, NOCAEA0BATENABHOCTD, iN ~ to ANK TOr0, YTOOLI
ore (1) pyaa
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origin (1) Ha4ano

original (2) nepBoHa4yanbHbif

outcome (3) utor, nocneacTeue, peayanaT

output (1) Bbinyck

outstanding (1) 3HamMeHWUTLIR, U3BECTHLIN

outwards (2) Hapyxy,; OT TOYKN Hauyana KOOPAUHAT

own (34) 1. cBOR, cobcTBEHHbIN; 2. BNaAeTb

owner (7) Bnageney

ownership (18) npaBo co6CTBEHHOCTH, COGCTBEHHOCTL; BNageHue
P

package (2) 1. ynakoBka; 2. ynakoBblBaTb

pain (2): ~s ycunus -:

pair (4) napa :

part (14) 1. yacTb; spare ~S 3anacHole geranu/yactu; 2. ~ with pacc7aaa1'bcn

participant (2) y4acTthuk

particular (10) oTaenbHbI, 0COBbIA

party (8) cTopoHa, y4acTHuK; BEYEp, BeYepuHKa

pass (1). ~away ncuezaTb, npoxop,m'b

payment (3) nnaTtex

per se (2) nam. cam no cebe

percentage (4) NpOLEHT, NPOUEHTHOE OTHOWEHWE

perfect (10) coBepiueHHbIR; ~ competition COBEPLUEHHAR KOKKYPEHLIUA .

perform (2) BEINONHATL; OCYLLECTBNATL

persistent (3) NOCTORHHLIA, CTabUNLHBLIR

personalty (9) ABNKMMOe UMYyLLECTBO

pillar (1) ocHoBa

place (15) 1. mecTo; 2. nomelyaTb, paaMew|ats; in ~ ofamecm

plain (1) oBbikHOBEHHbIA, NpocTOR

plenitude (1) o6unue, nsobunue

plentiful (1) MHoFroYUUCNEHHLIR

plenty (1): ~ of MHoOro

plotted (3) HaHeceHHbIA Ha rpaduk

point (20) cmbicn, BONPOC; Touka, MecTo; That's the point. B aTom Bce u geno.

policy (1) nonutuka

politician (1) nonnTuk

poor (2) nnoxon; the ~ 6eaHble

possess (3) BnageTb, UMeTL :

possession (2) BnageHne; ~s cCOGCTBEHHOCTb, UMYLLECTBO

possibility (1) Bo3moxHOCTb

possible (30) BepoaTHLIA, BO3MOXHbIA

post (1) ~ office noyTa

poverty (3) 6egHocTb

power (4) Bnacrtb

precise (4) TO4HbI

precision (1) ToyHoCTb

predatory (2) rpabutensckus

prediction (1) npeackasanune :

predominate (2) rocnoacrsosarb, npeobnagarb, 4OMUHUPOBATL

prefer (2) npegnoynurartb
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preference (1) npeanouTexve, npedepeHLma
pressure (1) gaBneHue
presuppose (1) npeanonarars
prevent (5) npenaTtcTBOBaTHL, NPEAOTBPALLATL, NPEAYNPEXAaTL
previous (3) npeabiaywnia
price (283) ueHa; ~ (taker) maker (He)KOHKypupytowumn
primary (6) oCHOBHOW, BaXXHEALLNA :
production (36) npousBoaACTBO
productive (6) NpOU3BOACTBEHHbIA, npomeo,qwrenbﬁbm
productivity (2) npoussoauTENLHOCTL
profit (12) 1. Beiroaa; (~s) npubeinb, oxoa; 2. nonyanb/mBneKaTb nonsay
propensity (4) cknoHHOCTb
property (51) MywecTso; COBCTBEHHOCTL, NpaBo COBGCTBEHHOCTU/ BNaaeHus
prospective (1) oxvaaemblid; npegnonaraembii ' ‘
prosperity (1) npouseTtaive
protect (3) sawuiyatb
protection (3) sauuTa
prove (1): ~ to be oka3eiBaTbeA
proverb (1) nocnosuua
provide (S) aasaTb, npepocrasnATh, obecneunsats
public (6) 06LWECTBEHHbIA; FOCYAaPCTBEHHLIA; OOWECTBEHHOCTS,;
~ property obujecteeHHas cobCTBEHHOCTL
pull (1): ~ out of the market nabimaTb U3 pbiHKa
punishment (1) Haka3aHue
purchase (15) nokynka
pure (4) 4ACThIR; ~ competition COBEPLIEHHAR KOHKYPEHUMS;
~ monopoly 4icTas MOHONONUA
purpose (6) HamepeHue, Uenb, CTpemnexune
pursuit (1) ctpemnerue
push (1) npoasurats
Q

quality (8) ka4ecTso
quantity (91) konuyecteo; ~ demanded o6beM /BenuunHa cnpoca

~ supplied obrem /BenuuuHa npeanoXxerus
quarter (2) from a variety of ~(s) Co BCcex CTOPOH, OTOBCIOAY

' R

race (1). human ~ YenoseuyecTso

rainbow(1): You chase your ~and I'll chase mine. Kaxxgomy ceoe.

raise (2) nogHUMaTh

range (3) ananasoH, npeaen; ~ of prices pa3max koneGaHui LeH

rank (1) paa, cTpoi '

rare (1) peakvi

rate (6) Temn; crime ~ ypoBEHb NPECTYMHOCTY; lnterest CTaBKVl npoueHTa/
NPOLUEHTHLIE CTaBKW; wage ~ cTaBka sapnnatei/TapudHan cTaeka

rationing (1) HopmupoBaHe

raw (2): ~ materials cbipse

reach (8) gocturatb, AobuBaTbes

reaity (5) HeABWXUMOCTb/HEABWXNMOE UMYLLECTBO

realize (2) noHumaTh, 0CO3HaBaTb
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reason (6) npuunnHa, NOBoA, OCHOBaHue

reasonable (1) pasymHbin

receive (12) nony4ars; 06pe'ra1'b npuoBpeTtaTb

recent (3) HepaBHWiA- :

reclaim (1) (n0OBTOPHO) ucnonbaoBaTb yTUNU3UPOBaTh

recognize (2) npusHasaTb

recycle (1) noBTopHO UCNONL3OBATD, nepepa6a1'b|ea1'b .

reduce (2) noHWxaTb, cokpalwlaTh, yMeHbllaTb

refer (29) umeTb OTHOLWIEHNE, OTHOCUTBCA - . . .+

reflect (9) otpaxaTtb .

regard (5) paccmaTpusate; cuuTath, with ~ tofin ~ to omocmenbuo
B OTHOLUEHUK; 4TO KacaeTcs;

register (1) kacca, KACCOBOE OKOLIKO

regularity (2) 3aKoOHOMEpPHOCTb

regulation (3) npasuno, perynuposaHue

relate (9) OTHOCUTLCA, UMETb OTHOWEHUE, ObiTb CBA3AHHBIM c (qu-n )

relation (8) oTHoweHue, CBA3L .

relationship (16) cooTHOWeHWe; B3aUMOOTHOLLEHUE; aaammocaﬁab CBA3b

relative (16) oTHOCUTENbHbIN

rélevant (2) 3HauMMblit; CYLLECTBEHHDLIN; aaxmbm

_remain (10) octasatbcs

remark (1) koMMeHTapuit

remember (3) NOMHUTL, BCI‘IOMMHaTb

remind (1) HanomuHaTe

renewable (2) Bo306HOBNREMBIN

- rent (3) apeHaHan nnarta; peHra

rental (1) apeHaHan nnata

repair (2) pemoHTUpOBaTL

represent (6) npeacrasnaTh

representation (2) usoGpaxenve

reproduce (2) BOCIPOU3BOAUTL

require (3) HyxaaTecs; Tpe6osaTh

requirement (3) TpeGoBatue; He06xo.aumoe ycrloavle

residential (1) xxunon - '

respective (1) coo*rse'rmeuubm COOTBeTCTByiOI.I.lVWI N

response (2) oTeeT, peaxuus’

responsive (1) nerko pearupytowmii, Bocnpumqusuu

responsiveness (7) peakuus

restrain (1) caepxmsath; yaepXusarb

restriction (1) orpaHuyexue

retain (2) AepXaTb; YAEPXMBATL, COXPAHATL

return (1): marginal ~ npeaenbHbIn A0X0A

reuse (1) cuoaa/noaTopHo ucnonb3osars

revenue (2) fOX0A, BbIpy4Ka: : :

rich (2): the ~ 6orauu, COCTORTENbHLIE mo.au

rid (1) to get ~ of n36asutben

right (38) 1. npaBo; 2. NPaBUNbHbLIA; BEPHLIN; NMEHHO TOT, KOTOprM Hy»eH

rival (2) KoHkypeHT, conepHunk

rivalry (3) KOHKypEHUMA; conepHU4ecTBo

rule (2) npasuno
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S
sacrifice (5) 1. xepTea; 2. anHOCMTb B XepTBY, XEpPTBOBaTL
sale (8) npoaaxa
satisfaction (21) yaosneTtsopekue; yaoBONbCTBUE
satisfy (20) yaoeneTBOpATL, COOTBETCTBOBATL/OTBEYATL TpeGoBaHUAM
save (7) Depeub, 3KOHOMUTL; OCTaBNATL, NpubeperaTb
scarce (47) orpaHuy4eHHbIi
scarcity (51) orpaHuyeHHocTb
schedule (15) rpacuk
scholar (2) yyeHbli
science (11) Hayka
scratch (2): ~ my back and | will ~ yours. - Ycnyra 3a ycnyry/
Tl —MHe, 8 — Tebe.
security (1) 6esonacHocTb
seem (3) xasaTbcA
select (3) Buibupath
self-interest (6) nwunas Boiroaa, KOprCTb
self-interested (5) kopbICTHBIA
selfish (1) aroncTnyHbf
seller (69) npopasey . :
semi-finished (1): ~ goods TOBapbl HE3aBEPLWEHHOIO NPOU3BOACTBA
sense (9) cMbicn, 3Ha4YeHwe; common ~ 3Apaebivi CMbICH
sensitive (1) YyscTautenbHbIin; GLICTPO pearupytowuii
sensitivity (1) 4yBcTBUTENbHOCTL
separate (2) oTaenbHbI
serve (3) cnyxuTb, pabotaTtb
settle (1) ycraHasnusaTts(cs)
settilement (1) cornawenve
several (2) Heckonbxo
severe (1) TAXenbi, cepbésHblv, rnySokui
shape (3) 1. opma, Bua; 2. popmuposatb : T
share (3) 1. pons, YyacTb, akUWR; 2. COBMECTHO UCNOMb3OBATb, paa.uenn'rb
sharing (1) paspeneHue, coBMeCTHOE NoNb3oBaHWe : :
shift (17) 1. nameHexue, nepemewsexne, casur, 2. nepemeu.larb(cn) casuraTb(ca)
shopper (1) nokynarens .
shortage (6) HexsaTka, HepocTaToK; AeuumT
short-hand (1) cokpalweHue
side (16) cTropoHa; on the other ~ ¢ Apyrol CTOPOHbI
similar (7) noao6HbIA; NOXOXWIA, CXOAHBIA
simple (18) npocron
single (6) 0AWH; OTAENbHbLIR; eANHBIA
slope (10) HaKNOH, KPyTU3HA
smart (2) TONKOBbIA, COOBPa3NTENBbHDBIA,; HAXOAYNBLIA
society (38) 0bwiecTso, 06LECTBEHHOCTD
soil (1) nouBa, aemna
solid (1) Teepabii
solution (1) pelwseHue
solve (12) pewatb
source (2) UCTOYHUK; NPU4KUHA
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spare (2) 3anachas 4acTb
spot (1) cM. market
statement (2) yreepxaeHxue
stay (2) ocragaTbcA
steep (2) kpyTon :
stick (1): ~ at nothing Hn nepep Yem He ocraHasnMBaTbcn
stock (4) 3anac (ToBapoB), akuuu; common ~ 06bl4HaA aKuuA
storage (1) xpaHeHue
straight (3) npamoir
stike (1) cm. deal
strive (3) 60poTbea, conepHuLaTh, CTPEMUTHCA
strong (2) cunbHbIN; peLumTenbHbIn
study (35) (u3)yueHue, nccneposanune
stuff (2) sewu, ToBapsl
subdivision (1) nogpassenexve
subject (2) Tema, npeameT; ~ matter npegmet mccne,qoaanmn/oﬁcymenwn
subjective (4) cy6bekTUBHbIA; NHANBUAYANbHBIA, NUYHBIA
submit (1) npeacTaBuTL Ha PACCMOTPEHVE
subsidy (1) goTaums, cybenans
substantial (3) BaxHbii, 3HAUNMBIA, 3HAYNTENBHBIA, cymecraeHHbm
substitute (4) 3amenuTens
succeed (3) pocTurathb Lienu, NnpeycnesaTth; UMeTb yenex
success (8) ycnex
successful (3) ycnewrbli
successive (1)
suffer (1) noctpagats
sufficient (2) pocTaTouHbIA
suggest (1) npeanaratb
sum (12) 1. cymma; 2. to ~ up pe3ioMupoBaTs
supplier (2) nocraeuymnk
supply (151) 1. npeanoxeHue; 2. npeanarate
support (4) nogaepxka
supporter (1) npyeepxxeHel, CTOPOHHNUK
suppose (9) gonyckaTb, AyMaTs, (Npea)nonarats
surface (1) nosepxHoCTb
surplus (7) #3bbiToK, Usnuiex
surrender (1) cgaBaThcs, NOAYMHATLCA
surround (1) okpyxaTb
survive (1) BobkusaTh
switch (2) nepekniodats
T
table (121) rabnuua
tabular (1) nmerownia popmy Tabsmmue!, TaBNUYHLIA
tangible (6) maTepranbHbii
tax (4) Hanor
tend (7) CTpEMUTLCA, UMETb TEHASHUMIO
tension (1) Hanpsxexue
term (27) TepMmuH; in ~s of C TOYKU 3peHus
theft (1) kpaxa
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thought (5) mMeicnb

thrive (1) npoyeeTaTb, NpeycnesaTtb

title (2) npaso Ha co6CTBEHHOCTD ¢

tool (2) nHeTpymenT

tough (3) xecTkui

trade (16) 1. Toproens; 2. Toprosbiv; 3. ToproaTh
trademark (1) Toprosas mapka

trade-off (1) komnpomuce, ycrynka

traffic (1) ABwxeHwne; TpaHcnopT

trait (1) wepTa

transact (1) cosepwaTts/3axsiiodaTh (caenky)
transaction (10) geno; caenka; onepauua
transfer (4) 1. nepepava; 2. nepepasats

trigger (1) AaBaTb Ha4ano

trouble (2) 1. 6ecnokoicTBo; 2. 6ecnokouTs

truth (1) npaepa

try (15) 1. noneiTka; 2. NbiTaTLCR, A€NaTb NONLITKY; CTapaTLCH
tuition (3) nnata 3a obyqenue

turn (7) 1. noeopoT 2. ~ to oBpaaThea K

ultimate (3) KOHEHYHbIR; OKOHYATENbHDINA

unable (2) HecnocobHbIN

uncertainty (1) HeACHOCTb, HEONPEAENEHHOCTL

unchanged (2) HEM3MEHUBLUWACA, HEUSMEHHDBIA

undeniable (1) HeocnopUMbIA, HEONPOBEPHUMBIA

underlie (1) nexaTb B ocHoBE

undersupply (1) HeAOROCTaBNATL

undertake (1) npeanpuHuMaTL

unemployment (1) 6espabotuua

unequal (1) HepasHbIi; HecnpaBeANNBLIV

unexpected (1) HeoXuaaHHbIR

unfair (1) HevecTHbIA

unfulfilled (1) HencnonHeHHbIA

unit (19) eauHnua; npegmer

universe (1) Mup, BcenenHan

unjust (1) HecnpaseANUBLIN, HE3ACNYXEHHbIR

unlikely (1) manosepoaTHbIN

unlimited (17) 6esrpannuHbli, HeorpaHudesHb; 6ecnpeaenbHbIn

unproductive (1) Henpou3soanTENLHLIA

unsatisfied (2) Heya0BNeTBOPEHHbLIA

unspecialized (1) HecheuvwanuanposaHHbIN

unwanted (1) NULUHWA, HEHYXHbIA

unwise (2) He(6naro)pasyMHbI

upbringing (1) BocnuTaHue, CTUNb BOCNUTaHUA

urban (2) ropoackoin

usage (1) ynotpebnerue

use (89) 1. ynotpe6nenue, NPUMEHEHWe; UCNONb3OBaHNE;
2. NONb30BATLCA, NPUMEHATL, YNOTPEONATL;
~Uup W3PacxoaoBaThb, UCNONBIOBATL; UCTPATUTL
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useful (5) nonesHbin
usefulness (3) nonb3a; NONE3HOCTL )
utility (28) nonesnocte; marginal ~ npegenbHan NoNe3HoOCTL

vague (1) HeonpeaeneHHblA, HEACHBIN
valuable (1) ueHHbIR; nonesHbn
value (36) 1. HEHHOCTb; CTOUMOCTb; 2. UEHUTL
variable (2) nepemenHan
variety (2) mHoroobpasue, pasHoobpa3sve; pad, MHOXECTBO
various (7) pa3snuuHbii, pasHbig, pasHOObpa3sHLIn
vary (2) nameHaTb(CA), MeHATL(CA)
vehicle (1) TpaHcnopTHOE CPEACTBO
venture (1) puckoBaTth, OTBaXUTLCA
vice versa (4) nam. HaoSopoT
vicinity (1) oxpecTHOCTH, panoH
view (3) TouKa 3peHVA; MHeHue
violence (1) »ecToxocTb, Hacunne
voluntary (2) no6poBONbLHLIN
vote (1) ronocosarts
vs (7) COkp. om nam. versus npotme
w
wage (8) sapaboTHas nnara
way (56) cnocob; nyTtb; 06pas (aencTauns)
wealth (14) 6orarcTso
weigh (3) B3seilunBsaTh, OLEHUBATDb, paccmanmeaTb
weight (1) BaXHOCTb, 3HAYUMOCTb
well-run (1) xopoiwlo ynpasnaembii
wheat (1) nwenuua
whole (9) secb, yensii
widget (5) (BbIMbILINEHHAA) Bemb/npeAmeT
willing (35) xenatouini
willingness (3) rotoBHOCTb, Xenaxne
wise (3) MyAphIf, pa3yMHbiii
wording (1) chopmynuposka
worth (2) 40CTOHbLIN, 3acCnyXnBaOWNA Yero-n.
would-be (1) noTeHUNManNbHLIA, BO3MOXHBINA -

z
zero (13) Hynb
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