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LESSON 1
ECONOMICS

Economics is the study of how society allocates scarce
resources and goods. Resources are the inputs that society usus
to produce output, called goods. Resources include inputs such
as labor, capital, and land. Goods include products such as
food, clothing, and housing as well as services such as those
provided by doctors, repairmen, and police offices.These
resources and goods are considered scarce because of
society’stendency to demand more resources and goods than
available.

Most resources are scarce, but some are not ____ for
example, the air we breathe. Its price is zero. It is called a free
resource or good.Economics,however, is mainly concerned
with scarce resources and goods,as scarcity motivated the study
of how society allocates resources and goods.

The term market refers to any arrangement that allow
people to trade with each other. The term market system refers
to the collection of all markets, also to the relationships among
these markets. The study of the market system, which is subject
of economics, is divided into two main theories; they are
macroeconomics and microeconomics.

Macroeconomics is the study of the market system on a
large scale. Macroeconomicsconsiders the  aggregate
performance of all markets in the economy;

1. The household sector, which includes all cosumers;

2. The business sector, which includes all firms;

3. The government sector, which includes all government
agencies.

Microeconomics is the study of the market system on a
small scale.It considers the individual markets that make up the
market system. It is concerned with the choices made by small

economic units such as individual consumers, individual firms
and individual government agencies.

An economic policy is a course of action that is intended
to influence or control the behavior of the economy. Economic
policiesare normally implemented and administered by the
government. The goals of economic policy consist of value jud-
gement about what economic policy should strive to achieve.
While there is some disagreement about the appropriate goals
of economic policy, there are three widely accepted goals
including;

1. Economic growthlt means that the incomes of all
consumers and firms (after accounting for inflation) are
increasing over time.

2. Full employmentlt means that every member of the
labor force who wants to work is able to find work.

3. Price stability It means to prevent increases in the
general price level known as inflation, as well as decreases in
the general price level known as deflation.

VOCABULARY
Economic SKOHOMHYECKHEPECYPCHI igtisadi resurslar
resources
Scarce JeUITUTHBIN az tapilan , nadir
Labor force paboyas cria is¢i qiivvosi
Scarcity HELOCTATOK nadirlik
Market system pPBIHOYHAS CHCTEMA bazar sistemi
Economic policy SKOHOMHYECKAs TTOJINTHKA iqtisadi siyasot
Economic growth SKOHOMHYECKHUHPOCT iqtisadi inkisaf
Ful employment TOJTHASI 3aHSATOCTh tam mosgulluq
Price stability IIEHOBas CTA0MILHOCTD qiymat stabilliyi
Market economy PBIHOYHAS YKOHOMHKA bazar iqtisadiyyati
Consumer OTpeOHuTETH istehlak¢i




Answer the Questions

. What is economics?

. What do resources mean?

. Whatkind of inputs do resources include?
. What products do goods include?

. What does macroeconomics mean?

. What does microeconomics mean?

. What is an economic policy?

. What are the goals of economic policy?
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Exercise 1 Givederivatives of these words
Economy productionemploy

Employment expansiontrade

Competitio growth export
Scarcityconsumer own

Exercise 2 Remember the examplanations of
the following words

Output The work or product produced

Commodity Goods sold in very large quantities,
such as metals, foodstuffs

Consumer Individual buyer

Ensure Guarantee, make certain

Prevent Stop from happening

Expansion Increase in size

Exercise 4Choose the suitable words
Economy/ economics

1.We are students of

2.Within a market , business

Economical/economic

1. Our country’s situation is getting better.

2. How could the most use of our time be
organized?

Economical/ economically
1. That engine is not the most
2. Many students can spent their time

Economize/ economist

1. John Keynes was the great English

2. Don’t on thingswhich will hardly save
you any money

ExerciseSMatch the antonyms of the words in the left
Advantageunskillful

Improvementinaccessible

Avaibleoutput

Effectivedisadvantage

Advancementdeterioration

Inputunavailable

Accessiblerecession

Skillful ineffective

Exercise 6 Translate the text into Azerbaijan
or Russian

Black Economy

Illegal or semilegal goods and services, ranging from
endangered animals and foreign currencies to prostitution and
drugs, are traded every day on the world’s black markets.They
will spring up wherever a good or service is prohibited or
severely controlled. In some countries, black markets



are tolerated with little or no police interference. In
countries where currencies are artificially controlled, the black
market rates usually indicate the true market price. When the
official rate has nothing to do with the real value of a currency,
people start trading outside official market. In Brazil, thiswas
tolerated to the point that the blackmarket rates were
publishedas parallel exchange rtates in the newspapers. The
black economy consists of those underground transactions that,
because of their illegality, go unreported.

Theworld economy is also full of semilegal or “gray
market” activities such as transfers and deposits of legally
earned but undeclared funds that have to be hidden from the
authorities at home. For example, normally law- abiding Italian,
French, and Latin American citizens have often transferred
money to bank accounts abroad during periods of domestic
economic instability and exchange restrictions.

It is necessary to know for economists

Economy

- a system according to which the money, industry, and
trade of a country or region are organized.

- a country’s economy is the wealth that it gets from
business and industry.

- careful spending or the use of things in order to save
money.

- large-size packages of goods which are cheaper than the
normal sized packages on sale.

Economic

- concerned with economics and with the organization of
the money, industry, and of a country, region, or social group.

- relating to services, businesses, etc. that produce a profit.

Economical

- something that is economical does not require a lot of
money to operate.

- using the minimum amount of time, effort, language,
etc. that is necessary.

Economics

- the study of the production of wealth and the
consumption of goods and services in a society, and the
organization of its money, industry, and trade.

Economist
- an expert or student of economics.
Economize

- save money by spending it very carefully and not buying
expensive things.

Economic Institution
- a physical or mental structure that significantly
influences economic decisions.

Economic policy
- an action (or inaction) taken, usually by government, to
influence economic events.

Economic model
- simplified representation of reality.

Positive Economics
- the study of what is, and how the economy works.

Normative Economics
- the study of how the economy should be, from society’s
standpoint.



LESSON 2
MICROECONOMICS

Microeconomics deals with supply and demand, and with
the way they interact in various markets. Microeconomic
analysis lies at the center of most of the recognized subfields of
economics. Labor economics, for example, is based largely on
the analysis of the supply and demand for labor of different
types. The field of industrial organization deals with the
different mechanisms (monopoly, cartels and different types of
competitive behavior) by which goods and services are sold.
International economics worries about the demand and supply
of individual traded commodities, as well as of a country’s
exports and imports taken as a whole. It also deals with the
demand for and supply of foreign exchange. Agricultural
economics deals with the demand and supply of agricultural
products, and of farmland, farm labor, and the other factors of
production involved in agriculture.

Public finance looks at how the government enters the scene.
Traditionally, its focus was on taxes, but more recently, public
finance has reached into the expenditure side as well, attempting to
analyze the costs and benefits of different public programs. Applied
welfare economics deals with the costs and benefits of just about
anything — public projects, taxes on commodities, taxes on factors
of production (corporation income taxes, payroll taxes), agricultural
programs (like price supports and acreage controls), tariffs on
imports, foreign exchange controls, different forms of industrial
organization (like monopoly and oligopoly), and various aspects of
labor market behavior (like minimum wages, the monopoly power
of labor unions, and so on).

At the root of everything is supply and demand. In this
market process people try to get the most from what they have
to sell, and to satisfy their desires as much as possible. In other
words, people are maximizing their personal ‘“utility,” or

welfare. This process helps them to decide what they will
supply and what they will demand. The competitive supply
price represents value as seen by suppliers, and competitive
demand price represents value as seen by demanders.

VOCABULARY
Microeconomics mikrogkonomika mikroekonomika
Deals (with HUMETh JICII0 na ilosa, kimlosaisi
(¢ kem- bo, ¢ yem-1ubo) | olmaq
Supply MOCTaBKH, 3aMac; catdirma,
[IOCTaBJISTh slava,¢atdirma,
Interact B3aMMOJICHICTBOBATH qarsiliglh foaliyyot
Subfield 30.COCTaBJISAOLIAS ayri-ayrisaholor
oTpaciu
Labor TpyH, pabodast CuiIa, TpyIOBBIE amok, is¢i
pecypcesl qiivvasi,
omok resurslari
Cartel Kaprens sazig, miigavilo
Commodity TOBAp, MPOIYKT, CHIPHE sonaye mohsulu
mal, amtoo
Exchange 0oOMeH; oOMeHHMBATH(CsT)
Farmland oOpabaTbIBacMbIe3eMEIIbHEIC kolxoz
YIOmbs yerlorinibecormok
Finance (uHAHCHI;, (PMHAHCOBBII maliyya
Scene CIIEHa, MECTO JeHCTBUS sohno, faaliyyat
yeri
Benefit MPUOBLITH, BBITO1a;IPUHOCHUTH golir, monfoat,
MIPHUOBLIb, BBITOLY monfaat golir
gotirmok
Tax HAJIoT; 00J1araTh HaJIOrOM vergi, vergi
goymaq
Expenditure Pacxo.ibl, 3aTPaThI xorclor,
masraflor
Applied TIPUKJIAHOM totbiqi
Welfare OarococTostuue, 0O0raTcTBo rifah, hal
Income JIOXO[ golir
Payroll TUIATEXKHAS BEJIOMOCTD, CITUCOK gaimo, is¢inin
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paboTaronmx siyahisi
Acreage IUTOINAIb 3EMJIM B aKpax, akr ilo torpaq
II0CEBHA IUIOLIAIb sahoasi, okilon
saha
Wages 3apruiata omok haqqi
Satisfy Y 10BIETBOPATH gane etmok
Competitive KOHKYPETHBIH, rogabat
KOHKYPEHTOCIIOCOOHBIH gabiliyyati
olmaq
Demander noTpeOUTEH istehlake1
Taken as a B3SITBII LEIUKOM, ITOIHOCTHIO tam sokildo
whole gotiiriilon
Foreign 00OMEH BaJIIOTHI, valyuta bazari
exchange PHIHOKHHOCTPAHHOH BaJIIOTHI
Costs and W3/ICPKKH ¥ IPHOBLTH xarclar va
benefits maonfoot
Factors of (haxTOpBI PON3BOICTBA istehsal amillori
production
Tariff on TapuQbl HA UMIIOPT modaxil, idxal
imports tariflori
Supply price [IeHAa MTPEUTOKEHUS toklif olunan
qiymat
Demand price LICHa CIpoca alis qiymoti

Exercise 1. Answer the Questions:

1.What does microeconomics deal with?

2.What is labor economics based on?
3.What does international economics worry about?

4.Who deals with the demand for and supply of foreign

exchange?

5.What factors of production does the agricultural

economics deal with?
6.What was traditionally public finance interested in?
7.What is public finance trying to analyze now?
8.What is applied welfare economics?

9.What lies at the root of everything in microeconomics?
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Exercise 2. Buraxilmis s6zlori motndan tapib yerinas qoyun:
3anoyHuTe NPOOGEJIBI CT0BAMH U3 TEKCTA:

1. Microeconomics deals with the way supply and
demand in

various markets.

2. This type of analysis lies at the center of most of the
recognized of economics.

3. Labor economics is based largely on the
of the supply anddemand for labor of different types.

4. The field of industrialorganization deals with the
different by which goods and services are sold.

5. International economics worries about the demand
and supply of individual traded

6. International economics
and imports taken as a whole.

7. Who deals with the demand for and supply of

a country’s exports

exchange?
8. Agricultural economics worries about the demand and
supply of products.
9. What factors of production are in

agriculture?
10. Public finance looks at how the government
the scene.

Exercise 3. Moatndon gotiiriilmiis s6z vo ifadalori torciimo edin.
JajiiTe nepeBo/ CJIOB M BbIPAasKeHHUIl U3 TEKCTA.

1. mocraBku; 2. B3aMMOAEHCTBOBATh; 3. JMYHBIH; 4. TO-
Bap; 5. UMIOPTUPOBATH; 6. HANOT; 7. pacxodbl; 8. BHITOJA;
9. criucok paboraromux; 10. ymoBierBopsATh; 11. u3nepxku u
npuoObLTh; 12. morpedburtens; 13. mpodcoro3; 14. meHa mpo-
naBla; 15. meHa nokymnaress.
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1. catdirma; 2. qarsiligh foaliyyat; 3. soxsi; 4. omtao,
mal; 5. idxal etmak; 6. vergi; 7. xarc; 8. manfaat; 9. is¢ilorin
siyahis;; 10. qane etmok; 11. xorclor vo golirlor; 12.
istehlaker; 13. homkarlar ittifaqu; 14. satis qiymoti; 15. alis
qiymati.

Exercise 4. Match the definitions of the words

1. interact a.list of people employed by a company
showing the amount of money to be paid
to each of them

2. monopoly  b.the act of spending or using money; an
amount of money spent

3. involve c.a list of fixed prices that are charged by a
company for a particular service

4.expenditure d.if one thing interacts with another or two
things interact, then they have an effect on
each other

5. tariff e.an act of giving smth to smb. or doing
smth for smb. and receiving smth in return

6. demander f. to make smb. take part in smth.

7. payroll g. the complete control or use of smth;

a thing that belongs only to one person

8. exchange  h. a person who has needs for goods or
services

Exercise 5. Give the Russian and Azerbaijan equivalents of
the phrases

1. to deal with supply and demand

2. to recognize subfields of economics

3. to worry about sth.

4. public finance

5. to analyze costs and benefits of sth.
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applied welfare economics

taxes on commodities

foreign exchange controls

9. different forms of industrial organization
10. various aspects of labor market behavior
11. the monopoly power of labor unions

12. to satisfy smb’s desire

S

Exercise 6. I1u Bapuantaas (a, 0, ) AU331[H 0JIaHbI CEYNH:
N3 Tpex BapHAHTOB NMPOAOIKEHHSI MPeIT0KEHUsI
(a, b, ¢ ) BbIOEpUTE NPABUJIBLHBIN:

1. Labor economics is based largely on the analysis of a)
public finance; b) the supply and demand for labor of different
types; c) foreign exchange controls.

2. Agricultural economics deals with a) the competitive
supply price; b) various aspects of labor market behavior; c)
factors of production involved in agriculture.

3. At the root of everything is a) supply and demand; b)
foreign exchange controls; c) this market process.

4. The competitive supply price represents a) value as
seen by demanders; b) the costs and benefits of different public
programs; c¢) value as seen by suppliers.

5. International economics worries about a) taxes on
commodities; b) public projects; ¢) a country’s exports and
imports taken as a whole.

Exercise 7. Ciimlalori Ingilis dilins torciima edin
IlepeBenure npeaioKeHNs1 HA AHTJIMHCKUH A3BIK

1. MEKpOIKOHOMHKA 3aHMMAETCsl TpoOIeMaMu Tpeio-

KEHUS U CIIPOCa, a TAKXKEBOIPOCAMHU MX B3aUMOJCHCTBUS HA
Pa3IMYHBIX PHIHKAX.
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2. DKOHOMHKA TPy/la OCHOBAaHA B 3HAYMTEJIbHON CTENEHU
Ha aHaJIu3e MPEeAJIOKEHUS U CIpoca pa3InYHbIX TUIIOB padoueit
CUJIBL.

3. MexayHapoaHas SKOHOMHKA 03a00ueHa BOIPOCAMH
MIPETIOKEHUS U cripoca Behepe IKCIopTa U UMIIOPTa.

4. DKOHOMHKA CEJIbCKOI0 XO35IMCTBAa MMEET JEJI0 C pas3-
JTUYHBIMHU (PAKTOPAMH CENIbCKOXO03SHCTBEHHOT'O MTPOU3BOICTRA.

5. TpaauiIMOHHO, UHTEPEC YKOHOMUKHU TOCYIAPCTBEHHBIX
¢uHaHCOB NEKaN B cepe HATOrooOIaKEeHHSL.

6. B ocHOBe Bcero JeXUT NPeIOKEHHE U CIIPOC.

7. DKOHOMUKA CEIbCKOr0 XO35MCTBA 3aHHUMAETCSl BOMPO-
caMM KOHTpOJIS 3apa3MepaMu MOCEBHBIX Itonaaeid u Konrpo-
JeM 11eHo00pa30BaHusl.

8. KoHkypeHTHas 1eHa MOCTaBIIMKA MPEICTABIISIET CTOM-
MOCTh TakK, KaK €€ BUJIUT MOCTaBLIMK, KOHKYpEHTHas LieHa TO-
KyHaTesis MPeCTaBIsIeT CTOMMOCTb TaK, KaK €€ BUJUT MOKYTaTeb.

Hekosk

1. Mikroiqgtisadiyyat tolob vo toklif problemlori ilo,
homg¢inin miixtalif bazarlarda onlarin qarsiligh tesir mo-
solalari ilo maggul olur.

2. Omoyin iqtisadiyyat:t mixtalif nov is¢i qiivvasinin
talob va toklifinin miioyyan daracads tohliline asaslanir.

3. Beynolxalq iqtisadiyyat idxal vo ixrac sferasinda
talob va toklif masalalorinin qaygisina qalir.

4. Kond tosorriifati iqtisadiyyatinin kond tosorrii-
fatinin miixtalif istehsal amillori ilo alagosi olur.

5. Onanovi olaraq, dovlot maliyyssinin iqtisadi mara-
g1 vergiqoyulusu sferasiin 6hdasins diisiir.

6. Hor seyin asasinda tolob va toklif durur.

7. Kond tosarriifatinin iqtisadiyyati okin sahslorinin
Olcilisiino nozarat masaolalori vo giymatomalogalmays noza-
rotlo mosgul olur.
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8. Todarilik¢liniin (mal géndaranin) rogabat giymoti
doyori todariik¢liniin gordilyii kimi toqdim edir, alicinin
rogaboat qiymati, doyari alicinin gérdiiyll kimi toqdim edir.

Exercise 8Translate the text
Businesspeople and business leaders

Businesspeople and entrepreneurs

A Businessman, businesswoman or businessperson is
someone who works in their own business or as a manager in
an organization.

As entrepreneur is someone who starts or founds or
establishes their own company. Someone who starts a company
is its founder. An entrepreneur may found a series of companies
or start-ups.

Entrepreneurial is used in a positive way to describe the
risk-taking people who do this, and their activities. Some
entrepreneurs leave the companies they found, perhaps going
onto found more companies. Others may stay to develop and
grow their business.

Leaders and leadership

A large company mainly owned by one person or family
is a business empire. Successful businesspeople, especially
heads of large organizations, are business leaders or, in
journalistic terms, captains of industry.

There is a lot of discussion about whether people like this
are born with leadership skills, or whether such skills can be
learned.

Magnates, moguls and tycoons

People in charge of big business empires may be referred
to, especially by journalists, as magnats,moguls or tycoons.
These words often occur in combinations such as these:

Media, press, shipping, oil magnate.

Movie, media, sipping mogul.

Property, software tycoon.

16



It is necessary to know for economists

1. Economics is the study of how people, individually
and collectively, allocate their limited resources to try to satisfy
their unlimited wants.

2. Scarcity occurs because human wants exceed the
production possible with our limited time and resources.

3. A good is any item or service that satisfies a human
want and, in so doing, adds to human happiness.

4. Production entails using technology to apply energy to
materials in ways that make the materials more valuable, or that
otherwise help satisfy human wants.

5. Labour resources are the physical and mental talents
that people can make

available for production.

6. Opportunity cost is the value of the best alternative
surrendered when a choice is made.

7. Absolute prices are prices in terms of some monetary unit.

8. Relative prices are the prices of goods or resources in
terms of each other, and are computed by dividing their
absolute prices by one another.

9. Economic efficiency is achieved when we produce the
combination of outputs with the highest attainable total value,
given our limited resources.

10. Inputs are resources used in the production process,
such as labour and raw or semifinished materials.

11. Outputs are transformed materials; the results of
production.

12. Demand is the quantity of a specific good that people
are willing and able to buy during a specific period, given the
choices available.

13. Supply refers to the quantity of a specific good that
sellers will provide under alternative conditions during a given
period.
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14. Market equilibrium occurs at the price-quantity
combination where the quantities demanded and supplied are equal.

15. A surplus is the excess of the quantity supplied over
quantity demanded when the price is above equilibrium.

16. Gross Domestic Product (GDP) is the total market
value of goods and services produced within a country during
some period, usually one year.

17. Gross National Product (GNP) is the value of all
output produced by resources owned by the citizens of a
country.

18. Economic growth is a positive quantitative change in an
economic system; occurs when a society acquires greater produc-
tive capacity that can be used for consumption or investment.

19. Capital is all physical improvements made to natural
resources that facilitate production, including buildings and all
machinery and equipment.

20. Wealth is the value of the assets owned by an
individual or a group of individuals.

Jokes about Economics and Economists

1. An economist is an expert who will know tomorrow
why the things he predicted yesterday didn’t happen today.

2. A study of economics usually reveals that the best
time to buy anything is last year.

3. An economist is someone who sees something wor-
king in practice and asks whether it would work in principle.

4. How can you tell when an economist is lying? His lips
are moving.

5. A party of economists was climbing in the Alps. After
several hours they became hopelessly lost. One of them studied
the map for some time, turning it up and down, sighting on
distant landmarks, consulting his compass, and finally the sun.

Finally he said, “OK, see that big mountain over there?”
“Yes”, answered the others eagerly.

“Well, according to the map, we’re standing on top of it.”

18



LESSON 3
MARKETING

In modern terms, marketing is defined as the movement
of goods and services from manufacturer to consumer in order
to satisfy the customer and to achieve the company’s
objectives. It can be considered as dynamic field that involves a
wide variety of activities.

The ABC of marketing is the so-called marketing mix. It
includes four P’s: product, price, placement, and promotion.

Product (service) is often connected with development
of a new product or service, searching the potential markets,
and, finally, introduction it to the market. Target market
selection is the most important task for any firm. A target
market is a group of individuals who will probably buy the
product. That involves the development of a marketing
strategy. A successful marketing mix depends on the
knowledge about consumers and their buying habits, gained
through market research as well as correct identification of the
target market.

Price is the most changeable element of all the four P’s.
Its definition is exchange of something of value for something
else. There are three pricing options the company may take:
above, with or below the prices its competitor are charging. For
example, if the average price for blue jeans is $ 50, a company
that charges $ 50, has priced with the market , a company that
charges $ 47 has priced below the market, and a company that
charged $ 53 has priced above the market. Most companies
price with the market, selling their goods and services for
average prices established by major producers in the industry
known as price leaders.

Placement involves getting the product or service to the
customer. This takes place through thechannels of distribution.
A common channel of distribution is:

Manufacturer — wholesaler — retailer—customer.
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Promotion includes all kinds of communication with
individuals, groups, or organizations to directly or indirectly
facilitate exchange by informing and persuading them to accept
an organization product or service. There are two major ways
promotion occurs: through personal selling, as in a store; and
through advertising, as in a newspaper. One should
distinguishadvertising campaign which can be developed by
personnel within the firm or in conjuctions with advertising
agencies, and publicity. That is the means of communication
transmitted through a mass media at no charge.

All marketing activities must be oriented toward
creating and sustaining satisfying exchanges. Both the buyer
and the seller must be satisfied. The first should be satisfied
with goods, services or ideas obtained in the exchange. The
seller should receive something of value, usually financial
reward. All marketing variables are highly interrelated.

Marketing helps companies generate profit, the
lifeblood of economy. About half of each concumer dollar is
spent on marketing activities.

VOCABULARY
Customer KJIUCHT miistori
Consumer NOTPEOHTEND Istehlakct
Objective 3ajaya , Leib tapsiriq
Marketing strategy | MapKEeTUHIOBasCTpaTErus bazar strategiyast
Marketing research HCCIEI0BAHUCPBIHKA bazaar todgiqati
Option Br16op secim
Competitor KOHKYPCHT roqib
Retailer PO3HUYHBINTOProBel xirda ticaratci
Advertising pexsiama (TIaTHas) Odonislireklam
Publicity pexiamMa (OecriaTHas) Odonigsizreklam
Satisfy Y 10BJIETBOPATH ganeetmok
Charge HA3HAYaTbLCHY giymottoyin etmok
Determine OmnpenensiTe miisyyon etmak
Distinguish Pasmuuath forglondirmok
Take place IIPOUCXOIUTH bas vermok
Persuade yOexaaTh inandirmaq
20



Transmit nepeaBaTh otiirmok
Target market LIEJIeBOI PBIHOK maoqsadli, miloyyon
magsad iigiin olan
bazar
Promotion MPOJIBUKEHUE TOBApA mal vo xidmatlorin
WUIUYCIYTU iroli ¢okilmaosi
Advertising peKIamMHasi KaMIaHus reklam
campaign kompaniyasi
Communicate repeiaBath HHPOPMALHUIO moalumat Stiirmak
Placement pasMelneHme yerlosdirmok

Exercise 1 Answer the Question

1. What is marketing?

2. What are the elements of marketi

3. What are three pricing options that a company may take?
4. What does placement involve?

5. What is the differece between advertising and publicity?

Exercise 2. Give the Azerbaijan and Russian equiva
lents of the phrases.

1. the movements of goods

2. from manufacturer to consumer

3. to satisty the customer

4. to achieve the company’s objectives

5. to involve a wide variety of activities

6. to search the potential markets

7. to introduce product or service to the market
8. to depend on the knowledge about consumers
9. market research

10. changeableelement

11. price above the market

12. channels of distribution

13. advertising campaign

14. to transmit through a mass media

15. to spend on marketing activities

21

Exercise 3.Remember the explanations of the words in

English
Marketing mix The combination of four P’s
Option Choice
Objective Goal
Competitor Rival, opponent

Channel of distribution

The path goods take when moveng
from manufacturer to customer

Wholesaler One who sells in large amounts to
retailers
Retailer One who sells in small amounts to
customers
Promotion Communication between buyer and
seller
Satisfy Please
Charge Set at a price
Price with the market Charge an average price
Persuade Convince
Take place Occur, happen
Personal Private,relating to an individual

Exercise 4. Choose the correct words

1. Identification / identify

A. Market analysts
particular product.

the target market for a

B. When travelling, one must not forget taking his or her

2. Promotion /promoted

A. Advertising agencies are concerned with the of

a product.
B. Lastweek the boss
WOTIT.

me because of my efficient
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3.Competitor/compete

A. In the marketplace, business with each other.
B. Sony is a major of General Electric.

4. determination/determines

A. The combination of the four P’s the marketing mix.

B. An analyst makes an accurate of the company’
s target markets.

ExerciseS. Translate the following sentences into English

1. MapkeTuHT CBSI3aH C ABMKEHHEM TOBAPOB M YCIYT OT
MIPOU3BOJUTENS K TOTPEOUTEIION0.

2. llenp MapkeTuHra
BBITIOJTHUTH 331a4U CBOEH (DUPMBI.

3. Uerblpe 371€MEHTa ___ TOBap, LI€HA, pa3MEIlEHHUE U
MIPOMOYIIIHM COCTaBIISIIOT OCHOBY MapKETHHTA.

4. Bp10Op 11€71€BOT0 PhIHKA M MAapKETUHTOBOW CTpaTEeruu
Ba)KEH Ha MEPBOM JTarle.

5. ®upma MOKET yCTaHABJIMBATH IIEHBI HA YPOBHE, HIXKE
U BBIIIE CPEHET0 YPOBHSI 1IEH Ha PhIHKE.

6. OObIYHBIN KaHaJ cObITa BKIIIOYAET JIBIKEHHE TOBapa
OT TPOU3BOJUTENS K ONTOBUKY, Jajnee KPO3HUYHOMY TOPIo-
BHUIIY U, HAKOHEII, K IIOTPEOUTEITIO.

7. Tlpomecc mnepemayn uWHGOPMAIMU OT TMPOJABIA K
MOKYTIATEII0 Ha3bIBACTCSI IPOMYIIIH.

8. PaznuyaroT miaTHyo U OECIIaTHYIO PEKIaMy.

9. OO6acocCTaBisOMUX MapKETUHTa __ TOKyMHaTelb H
MPOJABEI] __ JIOJDKHBI OBITH yIOBIETBOPCHBI.

10. B X071 MapKETHHIOBBIX OIEPAIiA CO3AAETCSI PUOBLIb.

YAOBJICTBOPHUTL KIIMCHTA U
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1. Marketinqg mal vo xidmatlorin istehsal¢idan istehlak-
ctya catdirilmasi ilo olagodardir.

2. Marketingin maqsadi miistorini raz1 salmaq vofirmanin
tapsiriglarini yerino yetirmokdir.

3.Dord element — mal, qiymet, yerlogdirmo vo
boliisdiirme marketingin osasini togkil edir.

4. Mogsadlibazarin vo marketing strategiyasinin se¢imi
birinci moarholoda vacibdir.

5. Firma bazardaki orta qiymot soviyyesindon asagi vo
yuxari qiymat toyin edo bilor.

6. Satisin adi kanalina mallarin istehsal¢cidan topdan-
satana, sonra xirda ticarot¢iyo vo nohayot istehlakciya catdi-
rilmasi daxildir.

7. Informasiyanin saticidan aliciya  6tiiriilmosi  prosesi
reklam adlanir.

8. Odonisli vo ddonissizreklamforglonirlor.

9. Bazan toskil edon hor iki torof— satict vo alici razi
galmalhidir

10. Marketinq amaliyyatinin gedisini golir toskil edir.

Exercise 6. Translate the text
MarketingResearch: Key Players

The major actorsin Iccompany’s microenvironmeny are
the company itself, suppliers, market intermediaries, customers
and competitions. Let us consider the roles of each of them.

The company.Allthe departments within a company (e.g.
production,finance, personnel) have an impact on the marketing
department’s plans and actions.

The suppliers. Changes in the supplier environment,
such as prices andavailability of raw materials, have acon-
siderable impact on a company’s marketingoperations.

The market intermediaries. Middlemen such as agents,
wholesales and retailers, are powerful actors. In some cases
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they can dictate terms and even bar the manufacturer from
certain markets.

Customers. Themarketer needs to know what people are
involved in the buyingdecision and what role each person
plays. For many products,it is not difficult to identify the
decision — maker. Men normally choose their own shoes and
women choose their own make- up. However, some products
and especially new ones may involve more than one person in
decision- making.

Competitors.A company’s marketing system is greately
influenced by a hos of competitors. The best way for a
pompanyis grasp the full range of its competition is to take the
viewpoint of a buyer.

There are four steps in the market reseach process: 1.
defining the problem, 2. developing the reseach plan, 3.
implementing the plan, and 4. interpreting and presenting the
findings.

It is interesting to know.

Which word? Buyer/consumer/customer/client

clientele/purchaser

Buyer buys smth. Expensive such as a house, company,
or painting, usually from another person.

Consumer buys smth. (a for mal word): consumer de-
mand/choice/rights

Customer buys goods from a particular shop, restaurant, or
company

Client uses services or advice of a professional person or
organization and pays for it

Clientele (AmE) The people, especially rich people, who
regularly use a shop or restaurant or the services of a professional
person.

Purchaser (AmE) buys and uses goods or services.
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LESSON 4
FREE MARKET

Free market is a summary tern for a set of exchanges that
take place in society. Each exchange is undertaken as a
voluntary agreement between two people or between groups of
people represented by agents. These two individuals (or agents)
exchange two economic goods, either tangible commodities or
nontangible services. Thus, when I buy a newspaper from a
newsdealer for fifty cents, the newsdealer and I exchange two
commodities: I give up fifty cents, and the newsdealer gives up
the newspaper. Or if I work for a corporation, I exchange my
labor services, in a mutually agreed way, for a monetary salary;
here the corporation is represented by a manager (an agent)
with the authority to hire.

Both parties undertake the exchange because each expects
to gain from it. Also, each will repeat the exchange next time
(or refuse to) because his expectation has proved correct (or
incorrect) in the recent past. Trade, or exchange, is engaged in
precisely because both parties benefit; if they did not expect to
gain, they would not agree to the exchange.

How can both parties benefit from an exchange? Each one
values the two goods or services differently, and these
differences set the scene for an exchange. I, for example, am
walking along with money in my pocket but no newspaper but
is anxious to acquire money. And so, finding each other, we
strike a deal.

Two factors determine the terms of any agreement: how
much each participant values each good in question, and each
participant’s bargaining skills. How many cents will exchange for
one newspaper, depends on the participants in the newspaper
market — on how much each one values the newspaper as
compared to the other goods he could buy. These terms of
exchange, called “prices” (of newspapers in terms of money), are
ultimately determined by how many newspapers are available on
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the market in relation to how favorably buyers evaluate these
goods. In shorthand, by the interaction of their supply with the
demand for them.

The modern market is a highly complex, interacting
latticework of exchanges. In primitive societies, exchanges are all
barter or direct exchange. But as a society develops, the process of
mutual benefit creates a situation in which one or two broadly
useful and valuable commodities are chosen on the market as a
medium of indirect exchange. This money — commodity,
generally but not always gold or silver, is then demanded not only
for its own sake, but even more to facilitate a reexchange for
another desired commodity.

The modern market is made possible by the use of money.
Each person engages in specialization, or a division of labor,
producing what he or is best at. Production begins with natural
resources, and then various forms of machines and capital goods,
until finally; goods are sold to the consumer. At each stage of
production from natural resource to consumer good, money is
voluntarily exchanged for capital goods, labor services, and land
resources. At each step of the way, terms of exchange, or prices,
are determined by the voluntary interactions of suppliers and
demanders. This market is “free” because choices, at each step,
are made freely and voluntarily.

The free market and the free price system make goods
from around the world available to consumers. The free market
also gives the largest possible scope to entrepreneurs, who risk
capital to allocate resources so as to satisfy the future desires of
the mass of consumers as efficiently as possible. Saving and
investment can then develop capital goods and increase the
productivity and wages of workers, thereby increasing their
standard of living. The free competitive market also rewards
and stimulates technological innovation that allows the
innovator to get a head start in satisfying consumer wants in
new and creative ways.
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VOCABULARY
Tangible MaTepHaJIbHBIHA hiss olunan, maddi
Participant YYACTHUK istirake1
Evaluate OIICHUBATh giymotlondirmak
Interaction B3aMMOJICHICTBHE qarsiliql
Latticework CeTh Sobako
Medium TTOCPETHUK Posrednik
Prove correct JIOKa3bIBaTh BEPHOCTD, daqiqliyi siibut etmok
TOYHOCTh
Be engaged in OBITh BOBJICYEHHBIM B aludo olmagq
Set the scene 00CTOSATEILCTRA, sorait yaratmag, sohna
YCTaHABJINBATh CLIEHY qurasdirmaq
Strike a deal 3aKIJII0YATh CHICIKY sazis baglamaq
Good in question TOBAp, KOTOPBIU iizdo olan mal, alds olan
HMECTCSB BUIY mal
In shorthand Kopode OyKa. qusaca (horflor
cTeHOTrpaGUICCKH stenoqrafiyanindir)
For its own sake paam cedst caMoro Oz xatirino
Be best at OBITh JIyYIIUM B YEM- nada iso yaxsi olmaq
00
At each step Ha KOKIOM IIary hor addimda

Exercise 1. Answer the Questions:

1. What is free market?

2. What do participants expect to gain from the deal they
strike?

3. What factors determine each agreement in the market?

4. What commodities are demanded to facilitate the
reexchange of all other commodities in a developed society?

5. What makes a market free?

6. How does the free market enhance the international
exchange ofcommodities?
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Exercise 2. Give the Azerbaijan and Russian equivalents of
the phrases.

. A set of exchanges

. a voluntary agreement

. economic goods

. tangible commodities

. to walk along with money

. participant’s bargaining skills
. to be available on the market
. to evaluate the goods

. mutual benefit

10. to create the situation

11. valuable commodity

12. as a meduim of indirect exchange
13. free price system

14. to allocate resources

15. to develop capital goods

O 001NN B WIN -

Exercise 3. Matndd asagidakilara uygun soz vo ifadslori tapin:
HajiguTe B TEeKCTE €JI0BAa U BHIPAYKEHHUS,
COOTBETCTBYIOLIHECIETYHOIIHM:

1. ... mubo MarepuanbHBIE TOBApPHI, JTMOO HEMaTepUaIbHbIC
YCITYTH...

2. ... HA OCHOBE COBMECTHOI'O COTJIALICHHUS ...

3. ... IpEACTaBICHHOTO MEHEKEPOM, YIOITHOMOYEHHBIM

IPUHUMATDH Ha paboTy
4. ... 00e CTOpOHBI IOIYYalOT BHITOY ...

5. ... oHU OBl HE COTIACUJIUCh HA OOMEH ...
6. ... HaWIA APYT APYyra, MBI 3aKJII0OYAEM CIICIKY ...
7. ... yMEHHE KaXJO0r0 Y4aCTHUKA BECTH TOPIH ...

8. ... HACKOJIbKO OJ1aronpHsATHO MOKYIMATEIN OLEHUBAIOT 3TH
TOBAPHI ...
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9. .. BBIOpaH B KayecTBE IIOCPEIHUKA HEMPSIMOTo
oOMeHa ...

10. ... nmemaer TOBapbl CO BCEro MHUpa JIOCTYIHBIMH JUIS
HOKYTIATEJIA. .

... yamallar, ya da geyri-maddi xidmatlor ...

... birga raziliq asasinda ...

... menecer torafindan salahiyyastlondirilmis iso gqobulun
toqdim edilmasi

... har iki toraf monfaat gotiriir ...

... onlar isa doyismaya razi olmazdilar ...

... biri-birimizi tapan kimi, biz miiqavils imzalayiriq ...

... har bir istirak¢inin alver etmok bacarigi ...

. 0 qador olverislidir ki, alicilar bu mallar1 qiymat-

londirirlor ...

... vasita¢i qisminds qapali miibadils ilo segilib ...

... alic1 li¢iin biitiin diinya mallarini ucuz edir ...

Exercise 4. Match the definitions of the words

1. tangible a. the opportunity or ability to do or
achieve smth

2. undertake b. a structure that is made of strips of
wood or metal that cross over each other

3. participant c. that can be clearly seen to exist

4. latticework d. to exchange goods property, services
for other goods without using money

5. barter e. to agree or promise that you will do smth
6. scope f. a person who is taking part in an activity
or event
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Exercise 5. Ciimlalori Ingilis dilins torciims edin
IlepeBeauTe NpeaIOKeHNS HA AHTTIMACKUN A3BIK

O06e CTOpPOHBI MPEANPHHUMAIOT 3TOT 00MEHO MOCKOIBKY
KaX/aas O0XHIACT, YTO TOJIYYUT OT ITOTO BBITOAYIO Takxke
KaKJasi CTOpPOHA TOBTOPUT OOMEH B CIEAYOIIMHA pa3 (Wiu
OTKaXETCs OT HETr0), MOCKOJIBKY B HEAaBHEM IPOIUIOM OblIa
MOATBEPK/IeHA TPABUIBLHOCTh €€ OXKUAAHWUN (MM HE MOATBEp-
XK7eHa). TOprowias Wi OOMEH CYIIECTBYIOT UMMEHHO TOTOMY,
910 00€ CTOPOHBI MOJYYAIOT YTO-THOO0, OHU OBl HE COTJIACH-
JUCHh Ha OOMEH.

Kak o0e cropoHsl Moryt Bbmrpars ot oomeHa? Kaxmas
OIICHMBACT JIBa TOBapa WM JBE YCIYI'H TO-Pa3HOMY, U OTH
pa3uums ONpPEICNSIOT YCIOoBHs oOMeHato S, HampuMmep, X0XKYy ¢
JCHbraMM B KapMaHe, HO Oe3 Traszerhl. [azeTdymk, C Jpyrou
CTOPOHBI, UMEET MACCy T'a3eT, HO 03a004YCeH TEM, YTOOBI IOTYIUTh
neHbruro M Takum o0pa3om, Haxofst IPYT Apyra, Mbl 3aKII0YaeM
CIICIIKY.

keksk

Hor iki toraf bu miibadiloni gabul edir, ¢linki har kos
bundan moanfoot goétiiracoyini gozloyir. Homginin hor bir
torof golon dofs do bu miibadiloni tokrar edacok (yaxud
ondan imtina edocak), ¢linki yaxin ke¢gmisdo onun {imid-
lorinin dogrulugu tosdiq olunmusdu (yaxud tesdiq olun-
mamisdi). Ticarat vo miibadils ona gora mocuddular ki, har
iki torof ondan monfaot gotiiriir. Ogor onlar nayi isa ola-
caglarmi gézlomasaydilor miibadiloya razi olmazdilar.

Hor iki torof miibadilodon neco qazana bilor? Hor biri
iki mali yaxud xidmoti mixtolif ciir qiymotlondirir vo bu
forqlor miibadilonin sortlorini miioyyon edir. Mon, masalon
cibimds pulla gazirom, ancaq qozetim yoxdur. Qozet¢inin isd
bir top gazeti vardir, ancaq pul olmagin qaygisini ¢okir. Belo
ki, biri — birimizi tapib sazis baglayiriq.
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Exercise 6. Translate the text
MARKETING MIX AND THE FOUR P’S

Marketing is the process of planning,designing, pricing,
promoting and distributing ideas, goods and services, in order
to satisfy customer needs, so as to make profit.Companies point
out how the special characteristics or features of their products
and services possess particular benefits that satisfy the needs of
the people who buy them. Non — profit oganizations have other
social goals such as persuading people not to smoke , or to give
maney to people in poor countries, but these organizations
alsouse the techniques of marketing. In some places, even
organizatios such as government departments are starting to
talk about, or at least think about their activities in terms of the
marketing concept.

The four P’s are :product- deciding what to sell place-
deciding how it will be distributed and where people will buy I
price- deciding what prices to charge promotion- deciding
how the product will be supported with advertising, special
activities, etc.

A fifth P which is sometimes added is packaging: all the
materials used to protect and present a product before it is sold.

The four P’s are a useful summary of the marketing mix,
the activities that you have to combine successfully in order to
sell. The next four units look at these activities in detail.

To market a product is to make a plan based on this
combination and put it into action. A marketer or marketer is
someone who works in this area. Marketers often talk about
market orientation: the fact that everything they do is designed
to meet the needs of the market. They may describe themselves
as market- driven, market —led or market-oriented.
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It is necessary to know for economists.

Advertising

- communication intended both to inform and persuade.

Ad

- an informal word meaning an advertisement

Advert

- the same as ad

Advertisement

- an announcement in mass media about a product, event,
job vacancy, etc.

Advertiser

- a person or company that pays for a product or service
to be advertised

Adman

- a person whose profession is advertising

Commerecial

- an advertisement on television or radio

Advertising campaign

- a planned series of advertisement intended to advertise a
product or service

Jokes about Economics and Economists

1. A merchant teaches his son the secrets of the trade:
“When you charge a customer $ 100, and he pays you by mistake
$ 200, you have an ethical dilemma — should you tell your
partner?”

2. There were two grocers, Smith and Jones, in the same
street. Smith had a sign in his window, “Avocados, 20 pence a
pound”. A woman goes in and asks for some. “Sorry, love”,
said Smith, “I haven’t got any in just now; come back on
Wednesday™.

So she goes on up the street to Jones. But his avocados
are 2 pounds-fifty a pound! But at least he has them in stock.
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“That’s bit steep, isn’t it? Smith’s are only 20 pence a
pound”. “Yeah”, says Jones, “and when I haven’t got in stock,
mine also are only 20 pence a pound!”

3. Shopkeeper Smith was alarmed when a new business,
much like his own, opened in the storefront to the left of him. A
huge sign was installed, reading BEAST DEALS.

Mr. Smith was troubled a second time when another
competitor leased the building on his right, and erected a much
larger sign, reading LOWEST PRICES.

At this point Smith was really depressed; however, he
came up with an idea. He put the biggest sign of all over his
own shop ... it read MAIN ENTRANCE.
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LESSON 5
CORPORATIONS

Corporations as a form of enterprises arose as an
alternative to partnerships, limited partnerships, or such rarely
used forms as business trust or an unincorporated Joint stock
company.

Within the partnership the investors directly manage their
own money, rather than entrust that task to others. Partners are
“mutual agents” and each is able to sign contracts that are
binding on all the others. Such an arrangement is unsuited for
strangers or those who are suspicious about each other’s
integrity or business capacities. Hence the transfer of
partnership interests is subject to restrictions.

In a corporation, by contrast, the shareholders do not
personally manage their money. Instead, a corporation is managed
by directors and officers who need not be investors. Because
managerial authority is concentrated in the hands of directors and
officers, shares are freely transferable in the hands of directors and
officers, shares are freely transferable unless otherwise agreed.
They can be sold or given to anyone without placing other
investors at the mercy of a new owner’s poor judgment. The
splitting of management and ownership into distinct functions is
the main corporate feature.

Shareholders receive voting rights to elect the board of
directors, and the directors, in turn, elect the officers.

When a corporation is created, its officers, directors, and
shareholders usually are the same people. They elect
themselves or their nominees to the board of directors and then
elect themselves as corporate officers. When the corporation
later goes public, the founders usually prefer to retain control
because they value the additional capital and because they
expect to continue to control a majority of votes on the board
and thus to direct the company’s future policy and growth.
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That the board of directors is dominated by “insiders”
makes sense. The founders are the first directors; later, their
places on the board are filled by the executives that will
succeed them. This arrangement does not injure new
shareholders. As outside investors they buy shares of common
stock because they discover corporations whose record of
performance indicates a competent managerial system. They do
not want to interfere with it or dismantle it; on the contrary,
they willingly entrust their savings to it. They know that the
best safeguard for their investments if they become dissatisfied
with the company’s performance is their ability to sell instantly
their shares of a publicly traded corporation.

To differentiate it from a partnership, a corporation
should be defined as a legal and contractual mechanism for
creating and operating a business for profit, using capital from
investors that will be managed on their behalf by directors and
officers.

The crucial corporate feature is the limited liability. It
means that the corporation, as an entity, contracts debts in “its”
own name, not ‘“theirs” (the shareholders), so they are not
responsible for its debts. By incorporating and then by using
the symbols “Inc.” (incorporated) or “Corp.,” shareholders are
warning potential creditors that they do not accept unlimited
personal liability, that creditors must look only to the
corporation’s assets for satisfaction of their claims.

VOCABULARY
Trust JIOBEpHE, TPECT; inam, inanmag
JIOBEPSIThH
Bind CBSI3BIBATh olagalondirmak
Unsuited HEMOAXOAAIINN uygun olmayan
Stranger HE3HaKOMell, yad, garib, golma
MMOCTOPOHHUU
Suspicious T0JTO3PUTENBHBIN stibhali
Transfer peoOpa3oBbIBATH, yenidon yaratmag,
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Common stock | 0OBIKHOBEHHEIC aKIIHU adi sohmlor
Record of MoKa3aTeiu kond tasarriifati
performance XO3STHCTBEHHOM foaliyyatinin gostaricilori
JIeITeIbHOCTH
Publicly traded OTKpBITOE aciq tipli schmdar
corporation aKIIMOHEPHOE comiyyati
00111eCTBO
On behalf 10 TIOPYYEHHIO, OT kiminss adindan, kiminsa
JIALa monafeyino
Contract debt Opatb Ha cebst Mo borc moasuliyyatini {iz arins
JIOTOBOPY IOJTOBOE gotiirmoak
00513aTEIILCTBO

TIEPEBOJNTH koclirmok
Subject peMeT fonn
Restriction OTpaHUYCHUE mohdudiyyat
Transferable MEPEBOIUMBIH, yenidon yaradila bilon,
peodpa3yeMblii kogiiriilo bilon
Split pa3buBaTh, pa3ieIATh par¢alamaq, bélmok
Distinct SICHBIH, YeTKHH aydin, dogiq
Vote roJIOC, IPABO IoJIOCA; $3s, sas hilququ, sas
roJIOCOBATH vermok
Officer CITy> KAl qulluggu
Nominee KaHIUJAT, JIUIO,
BBIIBUHYTOE Ha namizad
JIOJDKHOCTh
Founder OCHOBATENb gsasiniqoyan
Dominate JOMHUHHUPOBATh dominatliq etmok
Executive AIMUHHUCTPATOP icragi
Succeed HaCIJIeI0BaTh, isi davam etdirmak, nail
IIPOAOJDKATD JEJI0 olmagq, miivoffoq olmaq
Injure paHa, Bpell; paHHTb, yara, zarar, yaralamag,
BPEINTH zahor vermok
Interfere BMEIIMBATHCS miidaxilo etmak
Dismantle pasopyxarsb, sokmok, soymaq,
pa3oupats, aragdirmaq
JIMKBHUMPOBAThH
Willingly C JKellaHnEeM istoyorokdon
Contractual KOHTPaKTHBIH, miigavilos ilo, razilagma ilo
JIOTOBOPHBIN
Entity CYILIHOCTb, moagz, subyekt, iqtisadi
IKOHOMHUYECKAS vahid
eJIMHATIA
Warn MPEyNPEeKIAATh xobardarliq etmok
Claim agreed MpeTeH3Ms, iddia, talab

TpeboBaHNE HHOM

razilasdirilmayibsa

Retain control

COXPaHATh KOHTPOJIb

nozaratds saxlamaq

Make sense HMMETH CMBICIT mona, shomiyyat kasb
etmok
Go public CTaTh ITyOINIHOM, agiq sohmdar kompaniyasi
OTKPBITOU
aKIMOHEPHOU
KOMIaHHEN
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Exercise 1. Answer the Questions:

1. Why is the transfer of partnership interests restricted?

2. What is the main corporate feature?

3. What do shareholders receive voting rights for?

4. Why do the founders of a corporation usually prefer to
retain control when the corporation goes public?

5. In what cases do outside investors willingly entrust
their savings to a corporation?

6. What is the definition of a corporation?

7. What is limited liability?

8. What assets of a corporation can creditors satisfy their
claims with?

Exercise 2 Give the Azerbaijan and Russian equivalents of
the phrases

1. as a form ofenterprises

2. joint-stock company

3. business capacity

4. to manage one’s money

5. managerial authority

6. to elect the board of directors
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7. to control a majority of votes

8. to dissatisfy with the company’s performance
9. to differentiate sth. from sth.

10. to warn potential creditors

11. to accept unlimited personal liability

Exercise 3. Matndos asagidakilara uygun soz va ifadalori tapin:
Hajigure B TEeKCTE CJIOBA M BbIPAKeHUS,
COOTBETCTBYIOLIHECIETYIOIHM:

1. ... BaKHEWIIas YepTa KOpHOpalyy — OrpaHUYEHHAss OTBETC-
TBEHHOCTb...

2. ... DTa OpraHM3alus He yIEeMJsIeT HOBbIX Branenbluen
aKIUi ...

3. ...ympaBJIeHYECKHE MOTHOMOYHS CKOHIIECHTPHUPOBAHBI B
pyKax AUPEKTOPOB

4. ...pa3feneHue YyIpaBJiCHUs] U BIAJCHHUS Ha JIBE OTJIU-
YHBIE JPYT OT Apyra (pyHKUIUH ...

5. ... Kopnopamus CTBHOBUTCSI OTKPBITOM ...

6. ... BO3HHMKJIA KaK aJIbTEpHATUBA TOBAPUIIECTBAM ...

7. .. OH Oynmer ympapisieM OT MX HWMEHH JUPEKTOpaMH U

CITYKAIUMH...
8. ... momoOHast opraHu3anus HE MOAXOAMT JUIsl TOCTO-
POHHUX ...

9. ...OHU C PaJIOCTBIO TOBEPSIOT €l CBOU COEPEIKEHHUS ...
10. ...cmyxammue, JAUPEKTOpa U  BIAAENbLBI  AKIHM
OOBIYHO — OJTHU U T€ XK€ JIOJH ...

ksl

1. korporasiyanin mithiim xiisusiyyati — mohdud masu-
liyyotdir...

2. bu toskilat sohmlarin yeni sahiblorini sixisdirmir ...

3. idaraetma salahiyyatlori direktorlarin alindo comlos-
dirilib ...
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4. idaraetmo va sahibkarliq biri-birindan forglonan iki
funksiyalardir...

5. korporasiya agiq forma alir ...

6. yoldashga alternativ kimi yarandi

7. o, direktor vo qulluggular adindan idars olunacagq ...

8. oxsar toskilatlar konar adamlara yarasmur ...

9. onlar havaslo 6z omanatlorini ona etibar edirlor ...

10. sohmlorin qulluggu, direktor vo sahibkarlar1 ads-
ton eyni adamlardir.

Exercise 4. Buraxilmis s6zlori matndon tapib yerina qoyun:
3anmosiHuTe NMPOOEbI MPEAJOraMHu U HAPEeYUsIMH:

1. Corporations as a form of enterprises arose as an
alternative partnerships.

2. Each partner is able to sign contracts that are binding

all the others.

3. Such an arrangement is unsuited strangers.

4. They are suspicious each other’s integrity
or business capacities.

5. The transfer of partnership interests is subject ___
restrictions.

6. In a corporation, contrast, the shareholders do
not personally manage their money.

7. Instead, a corporation is managed directors
and officers who need not be investors.

8. Managerial authority is concentrated the

hands of directors and officers.

9. The splitting of management and ownership
two distinct functions is the main corporate feature.

10. They expect to continue to control a majority of votes

the board.

11. That the board of directors is dominated
“insiders” makes sense.

12. They do not want to interfere it or dismantle it.
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13. The best safeguard their investments are their
ability to sell their shares.

14. The corporation, as an entity, contracts debts “jts”
own name.

15. Shareholders receive voting rights to elect the board
of directors, and the directors, turn, elect the officers.

Exercise 5. Match the definitions of the words

1. fraction a. to think that smb/smth is good,
acceptable or suitable

2. insulate b. a relationship between two people,
organizations

3. facilitate c. a small part or amount of smth

4. approved d. good enough to be sold

5. saleable e. to protect smth with a material that
prevents heat, sound, electricity from
passing through

6. partnership f. to make an action or a process possible
or easier

Exercise 6. Ciimlalori Ingilis dilins torciima edin
IlepeBenure npeaioKeHNs1 HA AHTJIMHCKUH A3BIK

BHyTpu ToBapuiliecTBa HHBECTOPHI HETIOCPEICTBEHHO YII-
pPaBISIOT CBOMM KalUTaJOM, a HE MOpYy4yaloT 3Ty 3aaady
npyrum. [lapTHeps! — B3aMO3aMeHseMble areHThl YIpaBiIeHus,
U KKIbI MMEeT MpaBO MOJMUCHIBATH KOHTPAKTHI, KOTOPHIC
ABIAIOTCS 00si3aTenbHbIMU Ui fapyroro. [logoOGHbIA THI
OpraHu3alyy He MOAXOAUT JJIA MOCTOPOHHUX WJIM JJIS T€X, KTO
COMHEBAETCSl B YECTHOCTU WMJIU JICJIOBBIX CIIOCOOHOCTSIX APYTUX
naptHepoB. [loaToMy mepenaya mapTHEPCKUX MPaB MOJICKUT
OTpaHUYECHUSIM.
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B xopnopanuu, HanpoTUB, aKLMOHEPHl HE YIPABIAIOT
CBOMMM J€HbraMHM JIM4YHO. BMecTo »3Toro kopmopauuei
YIPaBIAIOT JUPEKTOpA U CIIy’Kalllue, KOTOPHIM HEoOs3aTeabHO
ObITh MHBECTOpPaMH. [10CKOIBKY yIpaBIeHYECKHE TTOTHOMOYUS
CKOHLICHTPUPOBAHLI B pyKax IUPEKTOPOB U CIY)XKAIKX, aKI[UU
CBOOOJTHO TepefaroTCs M3 PYK B PyKH, €CIM HWHOE HE
MPEIyCMOTPEHO JOTOBOPEHHOCTHI0. OHU MOTYT OBITH TIPOJAHBI
WU TIEpEIaHbl JIIOOOMY JIMITY, ¥ 3TO HE O3HAYaeT, YTO MPOYHE
HWHBECTOPHI MOMAIal0T B 3aBUCUMOCTh OT CITIOCOOHOCTH HOBOTO
BIaJeNblla TNpPWHUMAThL BEpHBIE perieHus. PazneneHue
YIpaBIECHUSA U BIAACHHUSI Ha ABE OTIMYHBIE OPYyr OT Jpyra
(GYHKIMH €CTh BaKHEHIIIasi uepTa OpraHu3aiii KOPIIOPaIiH.

Hekosk

Yoldashq daxilinds investorlar 6z kapitallarin1 6zlori
idars edirlor, bu isi basqalarina hovals etmirlor. Partnyorlar
— idaroetmoda bir-birini avoz edon agentloridir vo hor kasin
basqalar1 iigiin vacib olan kontrakti imzalamaga hiiququ
vardir. Eyni tipli toskilatlar konar adamlara yaramir yaxud
digor partnyorlarin isgiizarliq qabiliyyatino, diizgiinliiylina
siibhalonir. Buna gors do partnyorluq hiiququ mahduddur.

Korporasiyada, oksino, sohmdarlar soxson 6z pullarini
0zlori idars etmirlor. Bunun avazino korporasiyani direktor
vo qulluqgular idars edir, onlarin investor olmast ¢ox da
vacib deyildir. Cunki idarasgilik solahiyyatlori direktor va
qulluggularin alindo comlasib, ogor miiqavilods basqgasi
nozords tutulmayibsa sohmlor sorbost surotdo oldon-olo
kecir. Onlar har hansi soxsa satila va verila bilar, ancaq bu o
demok deyildir ki, basqa investorlar diizgiin gorar ¢ixarmaq
{icin yeni sahibkardan asihi olurlar. Idarsetmo vo sahib-
karligin bir-birindon farqlonon iki anlayisa boliinmosi kor-
porasiyanin mithiim xiisusiyyatlorindon biridir.
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Exercise 7. Translate the text
Corporations

The purpose of a business is makingprofit. It is operated
by individuals. Their shares are represented by stock cer-
tificates. A person who owns a stock certificate is called a
stockholder.

There are several advantages ofthe corporate form of

ownership.
First is the ability to accumulate financial resourses. The
second advantage the corporation can raise a large amount

of capital and invest in plants, equipment and research. And the
third, a corporation can offer higher salaries and thus attract
talented managers and specialists.

The privately owned business corporations are one type
of corporations. There are some other types too. Educational,
religious, charity institutions can also incorporate. Usually such
corporations do not issue stocks and are nonprofit. If there is a
profit, it is reinvested in the institution rather than distributed
among the private stockholders.

In some western countries federal government and special
agencies can establish government corporations. A few
examples of these are state universities, state hospitals and city
owned utilities. Governmental corporations are non-profit as a
rule and do not issue stock certificates.

It is necessary to know for economists.

Market

- a place where goods and services are bought and sold.

Black market

- the system by which people illegally buy and sell goods,
or foreign currency.

Buyer’s market

when there are more goods for sale than there are people
wanting to buy them.
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Seller’s market

- a market characterized by excess demand in which
buyers consequently experience difficulty in buying.

Marketable

- able or fit to be sold

Marketing

- the part of business which is concerned with the way in
which a product is sold.

Jokes about Economics and Economists

1. Mr. Brown had just been hired as the new CEO of a
large high tech corporation. The CEO who was stepping down
met with him privately and presented him with three numbered
envelopes.

“Open these if you run up against a problem you don’t
think you can solve,” he said.

Well, things went along pretty smoothly, but six months
later, sales took a downturn and he was really catching a lot of
heat. About at his wit’s end, he remembered the envelopes. He
went to his drawer and took out the first envelope. The message
read, “Blame your predecessor”. The new CEO called a press
conference and tactfully laid the blame at the feet of the previous
CEO. Satisfied with his comments, the press — and Wall Street —
responded positively, sales began to pick up and the problem was
soon behind him.

About a year later, the company was again experiencing
slight dip in sales, combined with serious product problems.
Having learned from his previous experience, the CEO quickly
opened the second envelope. The message read, “Reorganize.”
This he did, and the company quickly rebounded.

After several consecutive profitable quarters, the
company once again fell on difficult times. The CEO went to
his office, closed the door and opened the third envelope. The
message said, “prepare three envelopes.”

2. The president of a large corporation opened his
directors’ meeting by announcing. “All those who are opposed
to the plan I am about to propose will reply by saying, ‘I
resign.”
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LESSON 6
PRIVATIZATION

Privatization is the process by which the production of
goods or services is removed from the government sector of the
economy.This can be done either by the public sale of shares in
a previously state — owned enterprise, or by the use of private
business to do government work under contract.

The leader in this strategy was the Thatcher government
of Great Britain from 1979 to 1990. Previous governments had
tried limited denationalization (the restoration of nationalized
enterprises to their previous owners), but with limited success.
Privatization involved totally new owners. In some cases the
state enterprises that were “privatized” had never been in the
private sector.

Because state — owned companies have no profit motive,
they have no incentive to produce goods that consumers want,
and to do so at low cost. In addition, even if they want to satisfy
consumer demands, they have no idea of what consumers want.

The result is misallocation of resources. Management res-
ponds to political, rather than to commercial, pressures. The
capital assets of state businesses are often of poor quality
because the governments are not interested in the renewal of
capital equipment.

Before the British water industry was privatized in 1989,
it was undercapitalized by over $11 billion. As a result the
water supply failed to meet European standards for quality and
safety. Similarly, the post office had cut back its services. First
telegrams disappeared, then Sunday collection, then Saturday
second delivery. These changes made life easier for producers
at the expense of service to consumers. Most serious of all, the
losses of state industries consume funds that are needed for
private investment.
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The British privatization of nearly four dozen major
businesses and several hundred small ones was a success.
Privatized British industries outperformed the market average
once they entered the private sector, and the privatized stocks

rose in value faster than the stock market average.

VOCABULARY
Privatization MIPUBATU3AIHS 6zollosma
Remove YIAJISTh, IEPECIBUTATH, silmak, koglirmak,
MIEPEHOCUTh aradan gotiirmok
Share JIOJIsL, 1OJIs1 COOCTBEHHOCTH, pay, miilkiyyat
AKIAS hiiququ, sohm
Previously paHee, 10 3TOTO gabaqgcadan, hal-
hazira godor
Strategy CTpaTerust strategiya
Limit Tpeaes, OrpaHuIUBaTh hadd,
mohdudlasdirmaq
Denationalization JICHAIMOHAT3AIHS millilogdirmani lagv
etma
Restoration BOCCTAHOBJICHHC barpa, barpaetmo,
yenidonqurma
Nationalize HAI[MOHAJIU3UPOBATh millilogdirmok
Success ycrex ugur
Totally MIOJTHOCTBIO tamamila
Cost H3IIEPIKKA xorc, mosrof
Misallocation HETPaBUILHOE sohv bolgii,
pacrpeeieHue boliisdiirma
Respond OTBEYATh, pearupoBaTh cavab vermok,
reaksiya vermok
Assets aKTHBBI, KarTUTall, OHIBI aktivlar, kapital,
fondlar
Renewal BO300HOBJICHHUE tozolonma, yenilogma
Undercapitalized | Hemoxanuranm3upoBaHHBIN kapitallasmayan
Fail TepIeTh Heyaauy ugursuzluga diigar
olmaq
Dozen JUOKHMHA dijjiin (12 adad)
Outperform OOTOHSTH 110 istehsal
MTPOU3BOICTBCHHBIM gostoaricilorini
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MTOKA3aTeIsIM kegmok
Stock HUMYIIECTBO, KAITUTAI, kapital, sormaya,
aKIUn sarvat
Public sale OTKpBITasi pacpojaxa agiq satis
State — owned HaXOIAIINHCS B dovlatin

COOCTBEHHOCTH
rocyaapCcTea

miilkiyyatinds olan

Under contract

10 KOHTPAKTy

milqaviloyo osason

At low cost C HU3KUMH H3JePKKaAMHA asagi xarclorlo
No idea of ... HUKAKOTO MPECTAaB JICHUS heg bir molumati
0... olmadan
Rather than CKOpee 4eM gbzlonilondon do
avval
Capital assets KalnTaJIbHBIE (POHIBI sormaya fondlari
Poor quality HHU3KO€ KaueCTBO asag keyfiyyat
Meet standards | yZOBJIETBOPATH CTaHAAPTaAM standartlara cavab
for vermak
Quality and KayecTBa U 0E30MacHOCTH keyfiyyat vo
safety tohlitkasizlik
Cut back COKpAIllaTh ixtisar etmo
Sunday 30. BOCKpECHasl BEIEMKa moktublari
collection UCceM bazar giiniinds
cixarilmast
Saturday BTOpas cy0OOoTHast pogtun ikinci
seconddelivery JIOCTaBKa MOYTHI sonba
catdirilmasi
At the expense 3a c4eT hesabina
Market average CpeaHuil moKa3aTesb bazarin orta
PBIHKA gostaricisi

Rise in value

pacTH B IIeHEe, CTOMMOCTH

qiymotdo artim

Stock market
average

Cpe/iHHe MOoKa3aTen
(hOHTOBOTO pHIHKA

fond bazarinin orta
gostaricisi

Exercise 1. Answer the Questions:

1. Where is the production of goods or services removed
from by means ofprivatization?

2. How can a government remove the production of goods
and services fromthe government sector of the economy?
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3. Who was the leader in this strategy in the years from
1979 to 19907

4. Why don’t state-owned companies have incentives to
produce goods that consumers want, and to do so at low cost?

5. What pressures does the management of the state-
owned companies respond to?

6. In what way had the British post office cut back its
services?

7. How many major businesses were privatized in Britain
in the Thatcher’s years?

8. How did the privatized industries perform on the
market?

Exercise 2. Matndan gotiiriilmiis soz vo ifadalari tarciimo edin.
JlaiiTe mepeBoj CJI0B M BbIPA’KEHU M3 TEKCTA.

1. npuBatuzauusa 2. Aons 3. orpaHuyMBaTh 4. BOCCTAHOB-
aeHue S. ycnex 6.qipuBiekarb 7. yIOBJIETBOPATH 8. AaBiieHUE 9.
karmtan 10. HanmoHammsupoBarh 11. mepenBurarh 12. Tepnersb
Heynady 13. ¢ Hu3KuMH n3zepxkamu 14. kanuranbhble GoHas 15.
HM3KO€ Ka4eCTBO

Hekosk

1. 6zollosmo 2. pay 3. mohdudiyyst qoymaq 4. barpa
5. ugur 6. calb etmok 7. qane etmok 8.

tozyiq 9. kapital 10. millilosdirmok 11. kogiirmok,
torpotmok 12. ugursuzluga dézmok 13. asagi xorclorlo 14.
kapital fondu 15. asag1 keyfiyyat

Exercise 3.Match the definitions of the words

1. privatization a. to give a spoken or written answer to
smb/ smth

2. share b. not to be successful in achieving smth

3. denationalizec. to divide smth. between two or more people

4. respond d. the fact of owing smth

48



5. fail e. not to be owned by the government
6. ownership f. denationalization

Exercise 4. Buraxilmis s6zlori matndon tapib yerina qoyun:
3anoaHuTe NMPOOEbI CJIOBAMHU U3 TEKCTA:

1. Goods or services are removed from the
sector of the economy.
2. The government sells shares in a previously

enterprise.

3. We use business to perform government
work under contract.

4. The leader in this was the Thatcher

government of Great Britain.

5. Previous governments had tried
denationalization, but with limited success.

6. Because state — owned companies have no
motive, they have no incentive to produce goods.

7. Even if they want to consumer demands,
they have no idea of what consumers want.

8. Management to political, rather than to
commercial, pressures.

9. The capital of state businesses are often of poor
quality.

10. The governments are not interested in the
of capital equipment.
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Exercise 5. Give the Azerbaijanand Russian equivalents of
the phrases

the production of goods and services
government sector of the economy

. public sale of shares

to do government work under contract
to limit denationalization

to have profit motive

to have an idea about sth.
misallocation of resources

9. to be interested in sth.

10. political pressure

11. the capital assets of state businesses
12. the renewal of capital equipment

e A e e

Exercise 6. Translate the text
Privatization

Privatization is the incidence or process of transferring
ownership of business from the public sector (government) to
the private sector (business) . In the broader sense, privatization
refers to tr5ansfer of any government function to the privater
sector including governmental functions like revenue collection
law evforcement.

The term‘“privatization” also has best used to describe
two unrelated transactions.The first is a buyout, by the majority
owner,of all shares of a public corporation or holding
company’s stock, privatizing a publicly traded stock. The
second is a mutualizationof a mutual organization or
cooperative to form a joint stock company.

In Ancient Greece, the government contracted out almost
everything to private sector.
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In Roman Republic, private individuals and companies
supplied nearly everything, including tax collection, supply the
army, religious sacrifices and construction. However, Roman
Empire createdstate- owned enterprises. Forexample, much of
the grain was eventually produced on estates owned by the the
Emperor. Scolars suggestthat the cost ofbureaucracywas one of
the reasons for the fall of Roman Empire.

Churchil’sgovernment privatized British steel industry in
the 1950s. West Germany’s government started a large- scale
privatization , including selling its Volkswagen majorityshare
to small investors in a public share offering in 1961.

There arethree mainmethods of privatization:

e Share issue privatization (SIP)-selling shares on the
stock market

® Assetsale privatization- selli8ng the entire firms or part
of it to a strategic investor, usuallyby auction.

® Voucher privatization- shares of ownership are
distributed to all citizens usually for free or at a very low price.

Shareissue privatization is the most common type of
privatization.

As a result of higher political and currency risk deterring
foreign investors, asset salesare more common in developing
countries.

Voucher privatization has mainly been used in the
transitioneconomies of General and Easten Europe, such as
Russion, Poland, Czech Republic, and Slovakia.

It is necessary to know for economists.

Account

- a detailed record of all the money that a person receives
and spends.

Accountant

- a person whose job is to inspect or keep accounts

Accounting
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- the system that measure business activities, processes
that information into reports and communicates these findings
to decision makers.

Accountancy

- the theory and practice of keeping and inspecting
accounts.

Audit

- the inspection of an organization’s annual accounts.

Auditor

- a person who carries out an audit.
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LESSSON 7
PRIVATIZATION ( continue)

Following the collapse of communism in eastern and
central Europe, first Poland, Hungry, and Czechoslovakia, then
Romania and several of the former Soviet republics began to
privatize. The problems in these economics were very different
from those faced by the advanced economies. Decades of low
wages meant that little wealth was available for investment, and
no stock markets existed on which to make sales. Very often,
there were no laws to protect or even permit private ownership,
much less the supporting infrastructure of contract law and
financial support services such as banks and accountants.

For this reason the formerly socialist economies found
themselves forced to blaze a new trail of privatization, sometimes
using the distribution of “coupons’ to the population as a means of
spreading ownership. Very often some degree of “informal” priva-
tization was permitted, in which management effectively expro-
priated what had been state property. Unlike Britain, which had
about 10 percent of its economy in state hands and had sold three-
fifths of it over ten years, the socialist countries were now faced
with privatizing 60 to 80 percent of their economies within half
that time.

Still new capitalist countries learned from the experience of
their early leaders. These included the techniques of writing off
past debts, allocating shares to workers, splitting monopolies into
competing elements, and establishing new regulatory agencies to
calm public fears about the behavior of the newly privatized
operations.

By restoring market incentives and commercial reality,
privatization revived state-owned industries. It diverted billions
of dollars from the support of loss-making government
concerns into expansion of wealth-creating private businesses.
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VOCABULARY

Collapse KpYILIEHHE, [TaJICHNE; enmo, yixilma, siiqut
nasarh, pyHunThCs
Face JIMLO; CTATh JIMLIOM K iz, liz-lizo durmag,
JIUITY, tizlogsmok
HOMHHAJIbHAsI
(cmoumocms)
Advance HACTYIUICHHE, iraliloma, sigrayis,
BBIIIBIKCHUE gabaga getmo
BIIEpE/l; BBIIBUTATHCS
BIIEpE]T
ABAHCUPOBATH;
Advanced TepeI0BOA, gabagqcil
«IPOABHHYTHIN»
Decade JIeKaa, JeCsITUEIETHE ongiinliik, dekada
Wealth 06orarcTBo var — dovlat, sarvat
Exist CYIIECTBOBATh movcud olmaq
Protect 3aIUIaTh miidafio etmok
Ownership COOCTBEHHOCTB, sahibkarliq
BJIaJICHUE
Support MOJIICPIKKA; arxa, dayaq olmagq
OJIJIEP’KUBAThH
Infrastructure HHPPACTPYKTYpa infrastruktur
Accountant Oyxranrep miihasib
Former TPEIBLIY AN avvalki, kegmis,
sabiq
Formerly panee erkon, avval
Force CHJIa; IPUHYXKIATh CHIIOH giic, glica ehtiyaci
olmaq
Trail yTh, TPOIIA yol
Coupon KYTIOH, Bay4ep kupon, vauger
Means CpeacTBa vasito
Spread pacIpeersTh, yaymaq
pacnpocTpaHsTh
Effective s pexTrBHBII tosirli, effektli,
somoroli
Expropriate SKCIPOTIPHUIPOBATH miilkiyyatdon
mohrum etmak
Technique TEXHUKa, TEXHOJIOTUS texnika, texnologiya
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Split pa30uBaTh Ha YacTH, hissalora
(hparMeHTHI bolmok
Monopoly MOHOIIOJHS monopoliya, bir
nofords comlogmok
Regulatory PeryIupyone idaroaedici
Behavior [IOBEICHHE davranig
Restore BOCCTAaHABIINBATh yenidon qurmag,
tikmok, barpa etmok
Revive BO3POXKIAaTh garsi olmaq, zidd
olmagq, oks ¢ixmaq
Divert OTKJIOHSATH (CsT), calb etmoak,
OTBIICKATH(Cs1) fikrini dagitmaq
Concern koncern
Expansion pacrpocTpaHeHHe inkisaf, artirma,
genislondirma
Contract law KOHTPAKTHOE MPABO miigavilo hiiququ
Financial support ciyx06a GrHAHCOBOTO maliyys yardimi
Make sales MIPOU3BOJIUTH MTPOAAKY satisi toskil etmok
Blaze a new trail MPOKJIaJbIBATh HOBYIO yol agmaq
TpoIy
Half that time MOJIOBMHA TOTO BpeMEeHH | homin vaxtin yarisi
Write off past debts | cnucwiBaTh crapbie 10U kohna
borclar1 silmak
Loss-making yOBITOYHBIN itkili
Wealth-creating MPUOBUIBHBIH, golirlo, sarvat gotiron
CO3aroIuii 0OraTcTBO

Exercise 1. Answer the Questions:

1. What countries began to privatize after the collapse of
communism in eastern and central Europe?

2. Why didn’t these countries have enough wealth
available for investment?

3. How do advanced economies protect private
ownership?

4. How did governments spread ownership in the former
socialist countries?
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5. How did the management behave in “informal”
privatization?

6. What did the new capitalist countries learn from the
experience of their early leaders?

7. How can governments calm public fears about the
behavior of the newly

privatized operations?

Exercise 2. Buraxilmis s6zlari motndan tapib yerinas qoyun:
3anoaHuTE MPOOEJIBI CJI0BAMH U3 TEKCTA:

1. The problems in these economies were very different
from those faced by the economies.

2. Decades of low wages meant that little
was available for investment.

3. There were no laws to or even permit private
ownership.
4. There was no supporting of contract law either.
5. The formerly socialist economies blazed a new
of privatization.
6. Sometimes they used the of “coupons”

to the population as a means of spreading ownership.
7. In “informal” privatization management effectively
what had been state property.

8. New capitalist countries learned from the oftheir
early leaders.
9. We used the techniques of writing past debts.

10. By restoring market incentives privatization
state-ownedindustries.
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Exercise 3. Give the Russian and Azerbaijan equivalentsof
the phrases

1. The collapse of communism

2. to begin to privatize

3. to make sales

4. to permit private ownership
5. financial support

6. anew trail of privatization

7. to distribute coupons to the population
8. to spread ownership

9. to face with sth.

10. to learn from one’s experience
11. to write off past debts

12. to calm public fears

13. to restore market incentives

Exercise 4. Match the definitions of the words

1. collapse a. a small piece of printed paper
that you can exchange for smth

2. infrastructure b. to take smb’s property and
use it without permission

3. coupon c. a sudden failure of smth

4. monopoly d. a person whose job is to keep
or check financial accounts

5.expropriate e. the basic systems and services
that are necessary for a country

6.accountant f. the complete control or use of smth.
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Exercise 5. Ciimlalori Ingilis dilind torciims edin
IlepeBenuTe npenioxkeHnss HA AHIIHICKHI A3BIK

1. Bcnen 3a xpaxom kommyHu3ma B Bocrodoit u Llen-
TpanbHoil EBpomne I[lonwsma, Pymbinusa, Benrpus, UYexocna-
Bakus v Poccust Hadanu paboTy 1Mo MpUBaTHU3AIINY.

2. lecsatuneTusi, Ha MPOTSHKEHUH KOTOPBIX JIIOAU TOTY-
Jau HU3KYIO 3apaboTHYIO IJIaTy, MPUBEIH K TOMY, YTO Y HHUX
0Ka3aJ0Ch OYEHb MaJIO CPEJCTB JIJIsl HHBECTHPOBAHUSI.

3. OueHp 4acTO HE OBLIO 3aKOHOB, YTOOBI 3aIUTUTL KU
Ja’ke Pa3pelInTh4acTHYI0 COOCTBEHHOCTb.

4. He Obuio BcioMoraTenbHOW HH(pacTpykTypbl KoHT-
paKkTHOTO TIpaBa M (DMHAHCOBBIX CIYKO, TaKWX Kak OaHKHA M
cUcTeMa OyXTanTepCcKOro yuera.

5. lHOrIa OHW HCHOJIB30BAJM PACIPEACIICHUE Bay4yepoB
Cpe/y HaCeNeHUs KaK CPEJICTBO PACIPeIeICHUsICOOCTBEHHOCTH.

6. Tem He MeHee HOBBIE KaNMUTAINCTUYECKHE CTPAHbI
WCII0JIH30BAJIU OTBIT CBOMX PAHHUX IPEIIIECTBEHHUKOB.

7. OHM BKJIIOYAIH B CeOsl CIIUCHIBAHHME CTaphIX JIOJITOB,
pacmpesienieHrue akIuil cpeau pabOTHUKOB, pa3JelieHne MOHO-
MOJINH Ha KOHKYPHUPYIOIINE 3JIEMEHTHI.

8. BoccTaHOBHUB PBIHOYHBIE MOTHMBALMM U KOMMEPYECKHE
peanuu, MpUBaTU3aLUs BO3POINIIa TOCYyJapCTBEHHBIE OTPACIIH.

Heskesk

1. Kommunizm iflasa ugradigdan sonra Sorgi vo
Morkazi Avropada Polsa, Ruminiya, Macaristan, Cexos-
lovakiya vo Rusiyada 6zallisdirma {izrs islor baslandi.

2. Onilliklor orzindo insanlarin aldiglar1 asagr omok
haqqi ona gotirib ¢ixard1 ki, onlarin kapital qoyulusu {i¢iin
vasaitlori az idi.

3. Xiisusi miilkiyyoti midafio etmok yaxud hall
etmokdon 6trii ganunlar yox idi.

4. Bank vo miihasibat ugotu kimi maliyys xidmatlori
va kontrakt huququnun yardimei infrastrukturu yox idi.
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5. Hardon onlar miilkiyystin boliisdiiriilmasi vasaiti kimi
ohali arasinda vaugerlorin paylanmasindan istifads edirdilor.

6. Buna baxmayaraq yeni kapitalist 6lkalori 6z avval-
ki saloflorinin tocriibasindon istifads edirdilor.

7. Onlar 6zlorino kéhns borclarin silinmasini, sohm-
lorin iscilor arasinda bolisdiiriilmesini, inhisarin rogabaot
edon elementlorini daxil edirdilor.

8. Bazar mafiyasini (inhisarini) vo kommersiya realligini
barpa edarak, 6zallogsdirma dévlat sahalorini canlandirdi.

Exercise 6. Open the brackets putting the verbs in the
correct active and passive form:
History of RussianMoney

The first Russian coins (to mint ) when Russian was
converted to Christianity. Thegold and silver coins of Kievan
Rus were first made under Grand Duke Vladimir Sviatoslavich
in the late 10 th — early 11 th centure. After a long “coinless”
period , minting (to resume) in the 1380s, under Grand Duke
Dmitry Donskoy of Muskovy.

The Russian monetary system, which laid thefoundations
ofnational accounting and even the present — day rouble, (to
take) shape in the early 16 th century. Then, the chief currency
unit was the silver kopeck with a depiction of a horseman with
a lance (kopye inRussian), which was Russian’s emblem and
the symbol of grand — ducal power. The kopeck’s emergence
(to connect ) with the 1535 — 1538 reform of Yelena Glinskaya,
who managed to create a single monetary system for the
centralized Russian state, with the rouble containing 100
kopecks.

But by the 17 th century, the Russian monetary system,
based on just one type of coin, the one — kopeck piece, (to
become) something of an anachronism, lagging behind the
more convenientEuropean arrangement. Peter the Great (to
bring) into circulation coinsof various denominations: one —
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rouble, fifty — kopeck, ten — kopeck, and other coins. The
drastic change also (to involve) the minting metal, with gold
and copper coins being produced in addition to the traditional
silver pieces, and machine — minted coins taking the places of
the hand — made ones.

The reform of finance minister Count Kankrin (1839 -
1843) was the first step towards tuning paper banknotes into
money backed by precious metal reserves. The silver rouble (to
recognize) as the principal monetary unit.

During finance minister Sergei Witte’s tenure in office,
paper banknotes (to back) by gold reserves worth 1,5 billion
roubles, and a new monetary economy was set up on the basis
of scientifically computed paper money emission rates. Thanks
to Witte’s reform, Russiafinally (to manage) to close the age —
old gap between itself and Europe and to integrate into the
global financial system. The rouble (to become) convertible.

In the post — 1917 period the paper banknotes of Soviet
Russia(to issue). The monstrous hyperinflation of the first years
ofSoviet power went down once the New Economic Policy was
in place and the gold reserves in the country rebuilt. The
chervonets, as the new unit equivalent to 10 pre — revolutionary
roubles was known, (to help) revive the Russian monetary
system founded by Witte.Itstayed in circulation until 1928.
With the first 5 — year plan in operation, when the Government
resumed its practice of high emission rates, inflation (to return)
and the Soviet rouble became an exclusively domestic legal
tender. Now the Russian rouble (to become) an international
currency.
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It is interesting to know.

Describing food.

Food and drink are described as bitter, sweet, salty, sour
or spicy. An amount of a food prepared in a particular way and
served at a meal is called a dish.

Describing people

People (or human beings) are male or female adults or
children. They, their behavior or their attitude could be friendly,
bad-tempered, aggressive, honest, dishonest, sincere, calm, an-
xious, nervous, pleasant, unpleasant, intelligent, stupid, polite or
rude.

The way or manner in which somebody does something
may be important.

People do things deliberately or on purpose (=they mean
to do it) or accidentally or by mistake (=they do not mean to do it)

Somebody may have or show a quality or feeling such
as respect, interest, pleasure, skill, emotion, excitement,
enthusiasm, sympathy, courage or determination. Or they may
show a lack of one at these qualities or a desire to do
something.

Jokes about Economics and Economists

1. An economist is someone who didn’t have enough
personality to become an accountant.

2. An economist is someone who knows 100 ways to
make love, but doesn’t know any women.

3. Economics is extremely useful as a fopm of
employment for economists.

4. An economist, a philosopher, a biologist, and architect
were arguing about what was God’s real profession.

61

The philosopher said, “Well, first and foremost, God is a
philosopher because he created the principles by which man is to
live.”

“Ridiculous!” said the biologist. “Before that, God created
man and woman and all living things. So, clearly, he was a
biologist.”

“Wrong,” said the architect. “Before that, he created the
heavens and the earth. Before the earth, there was only
complete confusion and chaos!”

“Well,” said the economist, “where do you think the
chaos came from?”
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LESSON 8
ENTREPRENEURSHIP

An entrepreneur organizes an enterprise. He also takes the
risk of a business in return for the profits. He buys the workers’
products (their labor services). The workers receive wages in
return for their work. An entrepreneur also introduces new
products or processes. He identifies markets and sources of
supply.

In many cases, owners delegate decisions to managers. Is
a salaried manager an entrepreneur, too? Some people think
that owners very seldom delegate a key decision to managers,
because owners do not trust them. But in practice many
subordinates have incentives to maintain the company’s well -
being because their promotion depends upon it. In this sense,
both owners and managers can be entrepreneurs. So, an
entrepreneur is either an owner or a manager who shows
judgment in decision making.

Own BIIAJICTh sahib olmagq,
yiyalonmok
Owner BIIQJICTICI] sahibkar, sahib
Delegate nepenaBarhb, gondormoak,
JICJICTHPOBATH niimayoands gondormok
Manage YIPaBJIATH idars etmok
Salary OKJIaJl maas, movacib
Salaried HaxoJsIMICs Ha OKIaze maas alan
Key KJIFOY; KJIFOYEBOI asas; vasita, yol
Trust JIOBEPATh inanmagq
Subordinate MO/IYUHEHHBIH tabe edilmis, tabe olan
Incentive OOy XICHHE, arzu, niyyat;
MOTHUBALIUA dalillor
Maintain TIO/IJIEP>KUBATH dostoklomok
Promotion TIPOJIBUKCHHE xidmotda irali
(pabomnuka) ¢okmo, malin bazara
no caycbe, TPOIBIKCHUE cixarilmasi
(moeapa) Ha pHIHKE
Judgment CYXJICHUE, PCILICHHUE, mithakima, gorar
CIIOCOOHOCTB K Camoc miistoqil miilahizo
TOSITEJIbHOMY CYKICHUIO yiriitmak vo qorar
Y MIPUHATHIO PeLICHHN obul etmok bacarigi
Take the risk OpaTh Ha ce0s pUCK risk etmok, riski 6z
iizoring gotiirmok
In return B3aM€EH, BMECTO avazindd
Workers’ MPOAYKT, IPEOCTAB fohlalorin buraxdigi
products JSIEMBIA pabounMu mohsul
Key decision KJIIOUEBOE PELICHHE gsas garar

In practice

Ha aCJIC, HA IPAKTUKC

tacritbado, hoyatda

Well — being

0J1ar0COCTOSTHHE

rifah, firavanliq

In this sense... B sTOM CcMmBICTE... bu monada ....
Decision making MIPOLECC IPUHATHS gorar gobul etma
peLICHHUS prosesi

VOCABULARY
Entrepreneurship | mnpeanpuHUMaTeIbCTBO sahibkarliq
Entrepreneur MpeIIPUHIMATEIb sahibkar,
milossiso sahibi
Enterprise TIPEIIPUATHE miiossiso
Profit MPHUOBLIH golir, gazanc
Product MPOAYKT mohsul
Labor TpyA, paboyas cuia omoak, is¢i qlivvasi
Service yciyra, 00CITy>)KHUBaHUE xidmot
Wage 3apa0oTHas riaTa omok haqqi
Introduce BBOJIUTH, BHEAPSTH, toqdim etmoak,
MPEICTAaBIISAThH buraxmagq
Process mporecc hadisonin gedisi
inkisafi
Identify OIIPENICNIATh miloyyanlosdirmak
Source HCTOYHHK monba
Supply MTOCTABKH, ITOCTaBJISTH tochiz, tochiz etmoak

63

Exercise 1. Answer the Questions:

1. Does an entrepreneur organize an enterprise?

2. Does he take the risk of a business?

3. Does an entrepreneur buy the workers’ products?
4. Do the workers receive wages in return for their work?
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5.Does an entrepreneur introduce new products or
processes?

6. Does he identify markets and sources of supply?

7. Do managers delegate decisions to owners?

8. Do subordinates have incentives to maintain the
company’s well — being?

Exercise 2. Give the synonyms of these words

Entrepreneur;entrepreneurship; to take the risk; in return
for; to buy; product; wages; to identify; to supply; insentive; to
trust; to maintain; to manage; labor; enterprise; market; profit

Exercise 3. Agree or disagree with the following statements.

1) Entrepreneur sets up a company. 2) Entrepreneur makes
business deals. 3) Entrepreneur risks his neck in order to make a
profit. 4) Entrepreneur introduces new types of legal techniques.
5) Entrepreneur leads his company to a slow growth of labour
productivity. 6) Entrepreneur must not be doubtful or ignorant.
7) Investment is the money that people or organizations have put
into a company, business, or bank in order to get a profit, or to
make a business activity successful. 8) Labour productivity is the
rate at which goods are produced, compared with the work, time,
and money needed to produce them.

Exercise 4. Match the definitions of the words.

1. entrepreneur a. to choose smb. to do smth.

2. wage b. smth. that encourages you to do
smth

3. supply c. activities done in order
to increase the sales ofa product
or service
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4. delegate d. a regular amount of money that
you earn

5. incentive e. a person who makes money
by starting or running business

6. promotion f. to provide sb.with smth. they

need or want

Exercise 5. Matndan gotiiriilmiis soz vo ifadalari tarciims edin.
JlaiiTe mepeBoj CJI0B M BbIPA’KEHU M3 TEKCTA.

1. mpeanpuHUMaTenp; camuOkap 2. KIIOYEBOE PEIICHHE;
scac rsipap 3. IpUHATUE PEUIeHHUs; rsapap rsi0yn eTMsk 4. opra-
HU30BBIBaTh; TALIKWJI €TMSK 5. ONpeaensTh; MISHIIH eTMSK 6.
KITIOYEBOM; sicac 7. cyXkleHue; MIImakums 8. moOyxXIeHUE;
ap3y, HUMIAT 9. peiHOK; 6a3ap 10. OpaTh Ha cedst pUCK; PUCKHU
103 IBsSIpUHS S0THPMSK 11. ucTouHuk; MstHOS 12. mocTaBKH;
TsOKIM3 13, nenerupoBaTh; HUMAWSHIA SOHASpMIK 14. pe-
mieHue; rapap 15. Bo3Bpamiare; raifrapmar 16. npuoObuIb; 5IHp
17.pabouas cwia; umrdy ruBBscu 18. 0OCITyXKUBaHHE, XUIMST
19. mopnepxuBath; JACTAKIAMAK 20. NPOABMXKEHUE; HUPSIU
IIKMS (ISTKHAIIMSA)

Exercise 6. Buraxilmis s6zlori matndon tapib yerinas qoyun:
3anouHUTe NPOOEbI CJIOBAMHU U3 TEKCTA:

1. An entrepreneur an enterprise.

2. He takes the risk of a business in for the
profits.

3. He buys the workers’ services.

4. The workers receive in return for their
work.

5. An entrepreneur new products or
processes.

6. He identifies and sources of supply.

7. Owners delegate decisions to
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8. Owners very seldom a key decision to
managers.

9. Many subordinates have to maintain the
company’s well — being.
10. A manager shows in decision making.

Exercise 7. Translate the phrases into Russian and Azerbaijan.
To take risk in return for the profit;

To buy the worker’s labor services;

To receive wages in return for the work;

To introduce new products into the market

To delegate decisions to managers,

SNk W=

Exercise 8. Translate the text
EducatingTomorrow’ S Entrepreneurs

Over the past two decades there has been a growing
debate about how well education systems prepare young people
for edult life in general and “enterprise” in the world ofwork in
particular. This debate recognizes the need forsocieties,
organizations and individual citizens to improve their capacity
to cope with an increasingly competitive, uncertain and
complex role involving higher rates of innovation and change.
While the concept of “enterprise” is ambiguous enough to
embrace a wide range of educational intiative __ including
industry awareness, business managament, and new venture
creation, and the development of personal and social skills,
among others __ there is an increasing awareness o09f
entrepreneurship as a distinct educational challenge that needs
to be addressed.

There is a world wide potential to built more
entrepreneurial approches around existing schools (colleges or
universities) . Existing programs that can be “entrepreneurially
enhanced” include those focused upon;
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e creating a much greater economic awareness among
young people of all ages;

e creating a wider understanding of industry, business
andmanagement;

e development understanding of small buseness and its
management systems;

¢ introducing the concept of new venture development
via simualation exercise in schools to the young people;

e developing transferable skills as communication,
presentation, negotiation, problem solving, as well as
information technology competence;

® opening gateways to better career planing

¢ providing work experience for students and teachers; and

e creating business partnerships between schools and
colleges and individuals or groups of firms.

The above list underlines the potential role of business in
partnering education with entrepreneurship. If it is successtul,
then care must be taken to find clear concepts and objectives so
that the challenges of entrepreneurship education are clearly
recognised. There needs to be new kinds of partnerships
between schools and business. Overall, business will need to
reappraise its own role in designing new ways of preparing
young people for the entrepreneurial challenge of the 21-st
century.

It is necessary to know for economists

1. A compensation package for an executive leaving a
company is also known as a golden goodbye, golden
handshake or golden parachute.

2. Compensation for someone leaving a company may be
referred to as a compensation payment,compensation pa-
yout, compensation payoff.

3.These payments may from part of a severance package.
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4.Severance payments can bethe subject of complex nego-
tiations when an executive leaves, or is ousted: forced to leave

5.When executives are ousted, people may talk about
companies giving them the golden boot.

6.When talking about executive pay, compensation can refer,
confusingly, to two different things: what top executives get for
running a company and what they get on leaving a company.

7.Apart from salary, an executive’s compensation package
can include bonuses(extra payments, sometimes, but not always,
related to the firm’s performance) and benefits and perks (ranging
from share options, the right to buy the company’s shares at an
advantageous price, to a chauffeur-driven car).

8.Remuneration is also used to talk about executives’
salary and benefits.

9.Middle managers are those in the hierarchy between
senior management and front-line managers or line mana-
gers, the people managing employees.

10. Organizations say that they are eliminating middle
levels of their hierarchies so as to empower ordinary workers
and employees.

11. The process of empowerment is designed to give
them the authority to make decisions that were previously taken
by middle managers.

12. When people lose their jobs, they are dismissed or
made redundant.

13. Outplacement is when a company helps people it is
making redundant find new jobs in other organizations.
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LESSON 9
ENTREPRENEURSHIP (continue)

Judgment helps to make successful decisions. An entre-
preneur needs judgment to speculate on future price move-
ments, as well as to deal with the novel situations.

The demand for entrepreneurs rises in times of political,
social, and environmental change. Supply usually matches de-
mand, so more people give up other careers and become entrep-
reneurs. They have incentives to do so by the higher expected
rewards, and also by increases in the social status of
entrepreneurs.

The supply of entrepreneurs depends also on their perso-
nality, culture, and life experience.

To identify profitable opportunities the entrepreneur synthe-
sizes information from different sources. A good education and
wide — ranging practical experience help the entrepreneur to in-
terpret information. Sociability also helps the entrepreneur to
make contact with people he works with — both customers and
colleagues.

VOCABULARY
Need HYK/a; HYXKIaThCs ehtiyaci olmagq,
ehtiyac
Speculate Pa3MBILLIATS, fikirlogsmok,
[IOJICUUTHIBATE mohtakirlik etmok
Movement JIBUOKCHUE horakot
Deal HUMETH JEII0 isi olmagq, is
Demand crpoc, TpeboBaHue talob, talobat,
tolob etmak
Environmental HUMCIOIIUI OTHOIICHUE K otraf miihit (adj)
OKpY Karouie cpeje
Match COOTBETCTBOBATB, uygun golmok
TIOJTXOJIUTh
Reward BO3HATpaKICHUE mitkafat
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Personality JMYHOCTb, soxsiyyat, fordi
WH/IMBUTyTBHOCTD
Profitable PUOBLTLHBII monfaoatli
Opportunity BO3MOKHOCTP imkan
Synthesize CHHTE3UPOBATh sintez etmok
Interpret HHTEPIPETHPOBATH sorh etmok,
monasini agmaq
Sociability OOIINTEIBHOCTD iinsiyyatci
Customer MOTpeOUTENb, MOKYIATEIh klient, alici,
miistori
Give up Opocath, OCTaBIATH tork etmok, atmaq

Life experience

JKU3HCHHBIN OTIBIT

hoyat tocriibasi

Wide — ranging

ITUPOKOMACIITAOHBIH,
pa3zHoO0Opa3HBIH

genis cesidli
miixtolif

Make contact

YCTaHaBJIMBATb KOHTAKTBI

olago saxlamaq

Exercise 1. Answer the Questions:

1. What does an entrepreneur need to speculate on future
price movements?

2. When does the demand for entrepreneurs rise?
3. What usually matches demand?

4. Why do people give up other careers and become

entrepreneurs?

5. What does the entrepreneur do to identify profitable

opportunities?

6. What helps the entrepreneur to interpret information?
7. Who does he make contact with?

Exercise 2.Give the synonyms of the words

To help; to speculate; deal; demand; to match; persona-

lity; opportunity; customer; experience
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Translate the phrases into Russian and Azerbaijan.
1. To make decision

2. To need judgement

3. Price movements

4. To have incentive to do sth.

5. To interpret information

Exercise 3. Birinci siitiinda verilmis ciimlslorin davamini
sol torafdon tapin.

B npaBom crosi0uke HaaUTe MPOXOJIKEHUE TPeNsIo-
“KeHUii, JaHHBIX B JIEBOM:

1. Judgment helps to make  a) information from
different

2. An entrepreneur needs sources.

3. The demand for b) careers and become
entrepreneurs rises in
entrepreneurs.

4. People give up other c¢) contact with people

5. They have incentives d) judgment to speculate on
to do so by future price
movements.

6. The supply of e) successful decisions.

7. An entrepreneur synthesizes f) the higher expected rewards

8. A good education and g) wide - ranging practical
experience helps
theentrepreneur
9. Sociability also helps the  h) customers and olleagues.
entrepreneurto make
i) entrepreneurs depends
also on their personality

10. It helps him to work with  j) times of change

72



Exercise 4. Match the definitions of the words
1. speculate a. a time when a particular situation
makes it possible to do or achieve smth
2. environmental b. the act of spending time
with other people

3. opportunity c. that makes or is likely to make money
4. sociability d. to form an opinion about smth.
without knowing all the details or facts
5. customer e. connected with the environment
6. profitable f. a person or an organization
that buys smth from a shop/store or
business

Exercise 5. Ciimlalori Ingilis dilins torciima edin
IlepeBenure npeaioKeHNs HA AHTJIMHCKUH A3BIK

1. Tlpeanpurumarens Oepet Ha ceOsi PUCK, CBA3aHHBIA C
OW3HECOM, Ha/IesACh HA TIOTyYEHUE MPUOBLITH.

2. Paboume mnomyyaroT 3apriary B OOMEH Ha CBOIO
paborty.

3. IlpeanpuHuMaTenb Takke BHIBOJUTH HA PHIHOK HOBBIE
MPOIYKTHI.

4. Bo MHOruX ciy4asx BJIaJI€NblIbl I€JIETUPYIOT MEHEI-
KepaM TIPaBO MPHUHSITHSI PEIICHUN.

5. Bnaaenbipl HE JOBEPSIOT MEHEIKEPAM.

6. IlpennpuHuMaTen 0 HEOOXOAMMBI CIOCOOHOCTH K
CaMOCTOSITEIbHOMY CYXKJIEHHUIO 4TOOBI MpPENBUICTH Oyayliue
M3MEHEHUS LIEH.

7. Cnpoc Ha mNpeanpuHUMATENeld BO3pacTaeT BO
BpEMEHA MOJIMTHYECKUX MEPEMEH.

8. TIpennmoskeHre OOBIYHO COOTBETCTBYET CIIPOCY.

9. Ux wMoruBaumss — Oojiee  BBICOKOE  OXKHIAEMOE
BO3HarpakJicHUeE.
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10. UtoOb1 ompenenuTh NPUHOCAIIME BBITOJAY BO3MOXK-
HOCTH, IPEANPUHUMATENIb CUHTE3UPYET MH(OpPMALUIO U3 pa3-
JIMYHBIX HCTOYHUKOB.

ek

1. Sahibkar monfoot (golir) oldo etmok iimidi ilo
biznesls slaqadar riski 6z iizorino gotiiriir.

2. [Iscilor 6z omoyi miiqabilinde omok haqq alirlar.

3. Sahibkar bazara yeni mohsullar ¢ixarir.

4. Bir ¢ox hallarda sahibkarlar menecerloro qorar
gabul etmok hiiququ verirlor.

5. Sahibkarlar menecerlors etibar etmirlor.

6. Sahibkara golocokds qiymatlorin  doyisocayini
gabaqcadan gormok {i¢lin miistoqil fikir soylomok qa-
biliyyati olmasi vacibdir.

7. Siyasi doyisikliklor dévriinds sahibkarlara tolobat artir.

8. Toklif adaton tolobs uygun golir.

9. Onlarn siibutlar1 (ssaslart) — on yiiksok miikafatdir.

Monfoat (qazanc) gotiron imkanlart miioyyon etmok
tictin sahibkar miixtolif monbolordon olan informasiyan
sintezlosdirir

Exercise 6. Translate the text
Careers InBusiness

Business is an increasingly important activity throughout
the world today. Consequently, theopportunities for a business
career have grown in variety and number. There are now five
broad fields of business that often exciting careers:

e Management (general manager, personnel manager,
production manager);

e Marketing (researcher, advertiser, buyer, seller,
distributor);
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e Accounting (bookkeeper, public accountant, private
accountant, auditor);

¢ Finance (banker, financial analyst, stockbroker);

e Computers and data processing (computer operator,
computer programmer, systems analyst).

Within each of these fields there are specific jobs in
which one can specialize.For example, a person working in
computers and data processing may specialize in computer
programming, computer operating, and systems analysis. The
definations of the five business fields may be as follows:

Management the activities guiding a company to
reach its objectives.
Marketing the movementof goods and services

from manufacturer to customer to satisfy the customer and
achieve the company’s goals.

Accounting ___ the measurement and communication of
financial information.

Finance ___ the acquisition and utilization of capital to
start up,operate, and expand a business.

Data Processing ____ the handling of large amounts of
information concerning business operations.

Business today is full of risk and opportunity. Many
people need to plan, prepare, and practice to create a successful
business. The task is to minimize risks and make the most of
opportunities. But many people entering the business world
lack adequate training in such areas as leadership,
communicating requirements and ideas, and working
successfully as a member of a term. Employees must be skilled
in allocating time, money and other resources needed to carry
out a job. They are to be able to evaluate and use new
information.They must understand how one task may effect the
others. Finally, they have to be able to learn new skills and
adapt to changing technology.
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It is necessary to know

The following are used a very large number of times:

- etc. = and other things of the same sort. For example, if
you say that something is used in books, news papers etc, you
mean that you are also including magazines and journals.

- “particular” is used to emphasize that you are referring
to one individual person, thing or type of thing and not others.

- “especially” is used to give the most common or typical
example of something for example, the meaning of the verb “to
train is shown as” to prepare yourself for a particular activity,

especially a sport.

Jokes about Economics and Economists

1. Economics is the only field in which two people can
get a Nobel Prize for
saying exactly the opposite thing.

2. Question: What do economists and computers have in
common?

Answer: You need to punch information into both of them.

3. Santa Claus, a fairy, an economist, and an old drunk
walk down the street together when they simultaneously spot a
hundred dollar bill. Who gets it?

The old drunk, of course, because the other three are
mythological creatures.
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LESSON 10
PROPERTY RIGHTS

The fundamental requirement of a market economy is a
strong system of property rights. A property right is the
exclusive authority to determine how to use and service a
resource. Thus, for example, the owner of an apartment with
complete property rights to the apartment has the right to
determine whether to rent it out or to live in it himself. He has
the right to determine which tenant to rent the apartment to. He
can also use it in any other peaceful way. If the owner rents out
the apartment, he also has the right to all the after-tax rental
income from the property.

A private property right includes the right to delegate, rent,
or sell any portion of the rights by exchange or gift at the price the
owner determines. If I am not allowed to buy some rights from
you and you therefore are not allowed to sell rights to me, private
property rights are reduced. Thus, the three basic elements of
private property are (1) exclusivity of rights to the choice of use of
a resource, (2) exclusivity of rights to the services of a resource,
and (3) rights to exchange the resource at mutually agreeable
terms.

Portion 4acTh, MOPIUS hissa, pay
Exchange 0o0MeH; 00MEeHHBATE (Cs1) doyismok, miibadilo
Gift MOJTAPOK, JIap hadiyya
Be allowed HUMETh pa3pelicHue icazasi olmaq
Reduced COKpAIIICHHBIH, azalmis, ixtisar
ype3aHHbII olunmus
Exclusivity HCKJIIOUNTEIBHOCTh istisnaliq
Mutually COBMECTHO birgs, birlikds
Agreeable COTJIACHBIH, razilagmis,raziliq
MOJTyYCHHBIH B (naticasinda) aldo
pe3yJIbTaTe COrIAICHUS olunmus
Rent out CIaBaTh B apeHIY kirays vermok
Rent to cpasath B apeHay (komy- | kiraya vermok (kimaso)
HU6YOb)
After-tax TI0CJIE YIUIAThl HAJIOTOB vergi 6dadikdon sonra

VOCABULARY
Requirement TpeboBaHue tolabat
Property COOCTBEHHOCTb xiisusi miilkiyyat
Exclusive HCKIIIOYUTENLHBIN, istisna, alava
9KCKJIIO3UBBIHBIN
Authority BJIACTb, PABO solahiyyat, hakimiyyot
Determine OIPENICNIATh miloyynlogdirmak
Resource pecype, HCTOYHUK resurs
Tenant MTOCTOSLICII, kirayonisin
KBapPTUPOCHEMIIIUK
Rental apeHIHAS kirayo, icara
Include BKIIIOYHTH daxil etmok
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Exercise 1. Give the synonyms of the words.

Requirement; strong; to determine; owner; completely;
apartment; income; to exchange; gift; portion; to allow;
therefore; private; to reduce; choice; to agree; exclusive

Exercise 2. Buraxilmis s6zlori matndon tapib yerind qoyun:
3anoqHuTe NPOOGEJIBI CT0BAMH U3 TEKCTA:

1. The fundamental of a market economy is
a strong system of property rights.
2. A property right is the authority to determine

how to use service a resource.
3. The owner of an apartment has the right to
whether to rent it out or to live in it.

4. He has the right to determine which to rent the
apartment to.

5. He can also use it in any other way.

6. If the owner out the apartment, he also has

the right to all the income.
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7. A private property right the right to sell any
portion of the rights.

8. If you are not allowed to sell rights to me, private
property right are ____.

9. One of the three basic elements of property is
exclusivity of rights.
10. Another element is the of rights to the

services of a resource.

Exercise 3. Matndan gotiiriilmiis s6z vo ifadalari tarciims edin.
JlaiiTe mepeBoJ CJI0B M BbIPA’KEHU M3 TEKCTA.

1. pynnamenTtanpHble; 2. TpeOoBaHuEe 3. OMpenessiTh; 4.
MOJIHBIN, 5. BKIIIOYUTH, 6. 00OMEH, 7. COBMECTHO, 8. KBapTHUPO-
ceemMmuK, 9. Bmactb, 10. moxon, 11. ycrmoBus, 12. coGcTBEH-
HOCTb, 13. moprus, 14. MupasIid, 15. Takum obpazom

1. (blinovra) asash 2. tolob 3. bolmok 4. tam 5. yan-
dirmaq, agmaq 6. doyismo 7. birgo 8. kirayonigin 9.
hakimiyyat 10. golir 11. sort 12. xiisusi 13. hissa, pay
14.dlinyavi 15. bu halda

Exercise 4. Match the definitions of the words

l.requirement a. a person who pays rent for the
use of a room or land
2.authority b. felt or done equally by two
or more people

3.tenant c. smth. That you need or want
4.resource d. the power to give orders to people
S.mutually e. to allow smb. To use smth. That you own
6.rent out f. a supply of smth. That a country

has and can use
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Exercise 5. Birinci siitiinda verilmis ctimlalorin davamim
sol tarafdan tapin.

B npaBom crosi0uke HaaUTe MPOXOJIKEHUE TPeENsIo-
JKE€HHUIil, JAHHBIX B JIEBOM:

1. The fundamental requirement
a) the after-tax rental income.

Of a market economy is  b) it out or to live in it himself.

2. A property rightis  c¢) the exclusive authority to

3. The owner of an apartment hasdetermine how to

use a resource.

4. The owner can determine d) you, private property rights

whether to rent are educed.

. He can also use itin  e) mutually agreeable terms.

6. He also has the right to all

f) the choice of use of a resource.

7. A private property right g) a strong system of
includes the right to sell
property rights

8. If I am not allowed to buy h) complete property rights to
some rightsfrom the apartment..

9. Owners have exclusive rights to

1) any portion of the rights.
10. We can exchange the resource at
j) any other peaceful way

9,

Exercise6Translate the text
The Concept Of Busines

Business is a word that is commonly used in many lan-
guages.Traditionally, bisiness simply meant exchange or trade
for things people wanted or needed. Noqadays, the concept and
activities of business have increased. One definition of business
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is production, distribution, and sale of goods or services for a
profit. To examine this definition, let us look at its different
parts.

First, productionis the creation of services or processing
of materials into products. Example is the conversion of iron
ore into metal car parts. Next, these products need to be moved
from the plant to the marketplace. This is known as
distribution. A car might be moved from a plant in Germany to
a car dealership in Poland. Third is the sale of goods and
services. Sale is the exchange of a product or service for
money. A car is sold to someone in exchange for money

Goods are products that people either need or want; for
example, cars can be classified as goods. Services, on the other
hand, are activities that a person or group perform for another
personor organization. For example, an auto mechanic performs
a service whenhe repairs a car. A barber renders a service when
he cuts your hair.

Business,then, is a combination of all these activities:
production, distribution, and sale. However, there is another
impotant factor, i. e., ceation of profit or economic surplus. A
major goal in the functioning of any business company is
making a profit. Profit is the money that remains after all the
expenses are paid. Creating an economic surplus or profit is,
therefore, a primary goal of business activity.

The three traditional forms of business are the sole
proprietorship, the partnership, and the corporation. The sole
proprietorship means going into business for oneself. All one
needs is some knowledge about the business, start-up capital
and knowledge of regulations. The partnership is an association
of two or more people involved in business under a written
partnership agreement. The corporation is the legal entity
having a right to issue stock certificates. The people who own
such stock certificates (or shares) are called stockholders/
shareholders. They in fact own the corporation.
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LESSON 11
PROPERTYRIGHTS(continue)

The market values of property reflect the preferences and
demands of the rest of society. Thisinteresting paradox: although
property is “‘private”, owners make private decisions in
accordance with public, or social, evaluation of their property.
Thus one cannot sell his or her house at a price which is higher
than the market price. The fundamental purpose of property rights
is that they eliminate destructive competition for control of
economic resources. Well-defined and well-protected property
rights replace competition by violence with competition by
peaceful means.

Private property rights do not conflict with human rights.
They are human rights. Private property rights are the rights of
humans to use specified goods and to exchange them. Private
property rights protect individual liberty.

Under socialism private property rights are reduced. Here
government agents control resources. The rights of these agents
to make decisions about the property they control are highly
restricted. People cannot put the resources to more valuable
uses by purchasing the rights because the rights are not for sale
at any price. As socialist managers neither gain when the values
of the resources they manage increase, nor lose when the values
fall, they have little incentive to work. Consider, in this case,
the socialist managers of a collective farm. If he works every
night for one week, he can make, say, I million roubles of
additional profit for the farm by arranging to transport the
farm’s wheat to the city before it rots. But if neither the
manager nor those who work on the farm can keep even a
portion of this additional profit, the manager is more likely to
go home early and let the crops rot.
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VOCABULARY

Value LIEHHOCTb, IOTPEOU doyor
TEIBCKasi CTOMMOCTh
Reflect OTpaXkaThb oks etdirmok
Preference TIPEATIOYUTCHNE istiinlik
Rest OCTaJIbHOE galan
Create CO3/1aBaTh yaratmaq
hami torafindan gabul
Paradox apagoKc olunmus dogru fikirlora
ziddolan qgariba fikir,
inanilmaz sey
Evaluation OLICHKA giymotlondirms
Purpose LeJIb magsad
Eliminate OTMEHSTh, YHUUTOXKATh mohv etmok, aradan
galdirmaq
Destructive Pa3pYIIUTEIBEHBIN dagidici
Competition COpPCBHOBAHHE rogabat
Define OTIpENeNATh toyin etmak, miloyyan
etmok

Well - defined

SICHO ONPCACIICHHBIC

yaxs1 toyin olunma

Protect 3aIUIIaTh mildafis etmok
Well-protected XOPOIIIO 3aIIUIICHHBIC yaxs1 miidafio olunmus
Replace 3aMEHSITh, 3aMENIATh ovoz etmoak
Violence JKECTOKOCTB, arPEeCCHs goddarhq, zorakiliq
Specify OINPENICNIATh miloyyanlosdirmak
Liberty cBoOoza azadliq
Restrict OrpPaHUYUBATH mohdudlasdirmaq
Valuable L[CHHBIH doyorli
For sale Ha [POJAXKY, I satis iiclin
MPOJIAKHU
Increase YBEJIMYHBATH (Cs1) artirmaq, qaldirmaq
Consider CUHTATh, 00TyMBIBATh hesab etmok
Arrange OpraHU30BBIBAThH toskil etmok
Wheat MIICHUIA bugda, taxil
Rot THHUTh ¢lirlimok
Crops ypoxan mohsul
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Exercise 1. Answer the Questions:

1. Whose preferences and demands do the market values
of property reflect?

2. In accordance with what do owners make private
decisions?

3. Why cannot one sell his or her house at a price higher
than the market price?

4. What is the fundamental purpose of property rights?

5. What sort of competition of economic resources do
they replace with competition by peaceful means?

6. Why don’t private property rights conflict with human
rights?

7. Under what system are private property rights reduced?

8. Who controls resources under socialist system?

9. Why cannot people put the resources to move valuable
uses by purchasing the rights under the socialist system?

10. Why don’t socialist managers have incentives to
work?

Exercise 2. Give the synonyms of the words

Preferences; to create; in accordance with; to evoluate;
fundamental; purpose; to eliminate; competition; to protect;
liberty; to restrict; value; replace; to increase; to consider; to
arrange

Exercise 3. Buraxilmis s6zlori matndon tapib yerina qoyun:
3anosHuTe NMPOOEIbI CJIOBAMH U3 TEKCTA:

1. The market values of property reflect the of the
rest of society.
2. Owners make private decisions in with

public evaluation of their property.
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3. Thus one cannot sell his or her house at a
which is higher than the market price.

4. The purpose of property rights is that they
destructive competition.

5. Well-defined property rights competition by
violence with competition by peaceful means.

6. Private property rights do not conflict with
rights.

7. Private property rights individual liberty.

8. socialism private property rights are
reduced.

9. Socialist managers do not when the values of
the resources they manage increase.

10. They have little to work.

Exercise 4. Give the Russian and Azerbaijan equivalent of
the phrases.

market value of property

to reflect the preferences and demands

to create an interesting paradox

to make private decision

to evaluate one’sproperty

to sell sth. at higher price than the market price
well defined and well-protected property rights
the rights of humans

9. to use specified goods

10. to protect individual liberty

11. to have little incentive to work

12. to transport the farm’s wheat to the market

13. to be likely to let the crops rot

i A e
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Exercise 5. Match the definitions of the words

1. preference a. physical or emotional force and energy

2. evaluationb. to limit the size, amount or range of smth

3. violence c. a greater interest in smth/smb than
Smb/smth else

4. destructive d. to make sure that smb/smth is not
harmed, injured

5. restrict e. causing destruction or damage

6. protect f. appreciation of smth.

Exercise 6. Ciimlalori Ingilis dilina torciims edin
IlepeBeauTe NpeaIOKEeHNS HA AHTTIMACKUN A3BIK

1. CunpHast cucTeMa MpaB YacTHOHW COOCTBEHHOCTH —
0a30Boe TpeOOBaHNE PHIHOYHOW SKOHOMHUKH.

2.1IpaBo COOCTBEHHOCTH €CTh HCKJIIOUHUTEIBHOE POABO
OTIpeIETISATH CIIOCO0 MCIONIB30BaHUS pecypcea.

3. 51 uMero mpaBo OMpeAeysATh, KAKOMY KHIIbILY CIaBaTh
CBOIO KBapTHPY.

4.51 Taxke MOTY HCIHOJB30BaTh 3TO JIOOBIM JPYTHM
MHUPHBIM CTIOCOOOM.

5.4 wnMmero mpaBa Ha BeChb JI0XOJ, OCTaBUIMICS IOCie
YIIaThl HAaJIOTOB.

6.5 umero mpaBo mnepenath JOOYI0 4acTh CBOMX IIpaB
COOCTBEHHOCTH ITyTEM OOMEHA WIIH JTaPCHUSI.

7. PbiHOYHAs 1IleHa COOCTBEHHOCTH OTPaXKaeT MpPearnovu-
TEHHSI ¥ CTIPOC, CHOPMHUPOBABIIINECS B OOIICCTRE.

8. X0oTsl COOCTBEHHOCTh U «4YaCTHAS», BIIAACIBILBI TPUHU-
MaroT PEUICHUS] B COOTBETCTBUU C €€ OLIEHKOI OOIIIECTBOM.

9. 51 He MOTy IPOJATh MAIIMHY BbIIIE PEIHOYHON IICHBI.

10. IIpaBa yacTHON COOCTBEHHOCTH OTMEHSIOT Pa3pyIIu-
TEIbHYIO KOHKYPEHIIMIO.
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1. Xisusi miilkiyystin giiclii hiiquq sistemi — bazar
iqtisadiyyatinin asas tolobidir.

2. Miilkiyyat hiiququ resurslardan istadiyin kimi
istifados etmok iisulu demokdir.

3. Monim 6z manzilimi hansi saking icarays vermoyi
miloyyanlogsdirmays hiiququm vardir.

4. Mon homginin bunu hor hansi bir {isulla dinc iiolla
istifads eds bilorom.

5. Monim vergini 6dodikdan sonra galan biitiin galira
(qazanca) hiiququm vardir.

6. Monim miibadilo va bagislama yolu ilo 6z miilkiy-
yatimin har hansi bir hissesinivermak hiiququm var.

7. Miilkiyyatin bazar qiymati comiyyatdo formalasmis
iistlinliik vo tolobi oks etdirir.

8. Horgond ki, miilkiyyot vo «xiisusi»-ni sahibkar
onun comiyyat torafindon qiymatlondirilmasinae uygun qorar
kimi gabul edirlor.

9. Mon masmi bazar qiymotindon yuxari sata
bilmaraom.

10. Xiisusi miilkiyyat hilququ dagidici ragabati logv edir.

It is interesting to know.

Which word? Above /over

Above and over can both be used to describe a position
higher than something:

“They built a new room above / over the garage”

When you are talking about movement from one side to
the other, you can only used over.

For ex. They jumped over the stream,

Over can also mean “covering”

For ex. He put a blanket over the sleeping child.

Above and over can also mean “more than”.

Above is used in relation to a minimum level or a fixed point.

For ex. 2000 feet above sea level.
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Temperature will not rise above zero tonight.
Over is used with numbers, ages, money and time.
For ex. He’s over 50; It costs over 100

He waited over 2 hours.

Jokes about Economics and Economists

1. Two men are flying in a balloon. The wind is strong, they
come away from their course and they have no idea where they are.

So they go down to 20 m above the ground and ask a
passer — by, “Could you tell us where we are?”

“You are in a balloon.”

So the one pilot says to the other, “The answer is
perfectly right and absolutely useless. The man must be an
economist.”

“Then you must be businessmen”, answers the man.

“That’s right! How do you know?”

“You have such a good view from where you are and yet
you don’t know where you are!”

2.A totalitarian head of state asks for an economist with
one arm to advise the government. Why?

Because he is tired of economists who say: “Well on the
one hand ... But on the other hand ...”

3. In Canada there is a small radical group that refuses to speak
English and no one can understand them. They are called separatists.

In our country we have the same kind of group. They
refuse to speak Russian, and are called economists.
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LESSON 12
COMPETITION

Competition permeates economic life. Prices, wages,
methods of production, types and quantities of products, the
size and organization of business firms, the distribution of
resources, and people’s incomes — all result from competitive
processes.

Consider market prices for consumer goods. The baker
has on hand a stock of bread, a valuable good for which
consumers are willing to compete by offering the baker a price.
The baker wants to get the highest price possible, but he is
constrained. If he sets his price too high, customers will not buy
all that the baker has produced. They will buy from another
baker, or they will buy pizza or potatoes instead. So the baker
sets a price that he thinks will “clear the market”. That price is
determined by the willingness of customers to compete for his
product, and by the willingness of rivals to compete for his
customers.

An identical process occurs with producer goods. A steel
plant has on hand a supply of steel, for which automobile com-
panies, appliance makers, and equipment manufacturers are
competing. The firm wants to get as much revenue as it can,
taking into account the willingness of its customers to pay and
the threat of lower offers from its rivals. The customers want to
pay as little as possible, taking into account that rival customers
may outbid them. This two — sided competition will again set a
price that “clears the market.”The market — clearing price
represents the lowest price that buyers of steel must pay, and
the highest price that sellers of steel can receive, each without
being outbid by rivals.
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VOCABULARY
Permeate MIPOHUKATH, IPOIHUTHIBATH niifuz etmok
Quantity KOJINYECTBO miqdar, say
Distribution pachpejelieHue bolgi
Result MIPOUCXOAUTS (U3), bas vermok, naticolonmok
pe3yabTUPOBATH
Competitive COCTSI3aTENbHBIH, Roagabat davaml
KOHKYPEHTO CIIOCOOHBIH
Consumer norpeduTens alicy, istehlakel, miistori
Occur CITy4aThCsl, IPOUCXOAUTH bas vermak
Appliance MIPUCIOCOOICHHE cihaz, Alot
Equipment 000opy10BaHUE Lovazimat
Manufacturer [POU3BOJIUTENb Istehsalg
Revenue BBIPYYKA, IPUXO]I, TOXOL Galir
Stock 3anac, GpoHx, HOH/IBLAKINH ehtiyat, fond, sohm
110 J00HBIH
Valuable LICHHBIN Qiymotli
Will JKENATh (8CHOMOAMENbHDBIL arzu etmok, istomak
2nazon Oyoyueco epemenu)
Constrained CIepKUBAEMBIH Saxlanilmig
Rival CONEPHUK, KOHKYPEHT Raqib
Identical UACHTUYHBIN eyni, oxsar
Account CYET, pacyeT; OOBSACHATS, hesab, izah etmak,
OTUYUTHIBATHCS Hesablagsmaq
Threat yrpo3a, yrpoxKaTh gorxu, hads, hadalomak
Outbid nepeOuBaTh IIeHY giymaoti agagi salmaq
On hand Ha pyKax Olda
Consumer goods | HOTpeOHTENBCKUE TOBAPHI istehlak mallar
Setsprice yCTaHaBIHMBATH [ICHY giymot qoymagq
Clear the JOOUTHCST pAaBHO BECHS qiymat, tolob vo toklif
market LICHEI, CTIpOca U tarazligina nail olmaq

MPEAJI0KESHUS

Producer goods

TIPOMBILIJICHHBIC TOBAPHI

istehsal mallar1

Taking into [IPUHUMAasl BO BHUMaHHE nazora almaq
account
Without being 6e3 Toro, 4TOOHI roqiblor
outbidby rivals | KOHKypeHTHIEpeOWIH IeHY torafindenqgiymatin
oldiiriilmasi
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Exercise 1. Answer the Questions:

. What results from competitive processes?

. How do consumers compete for the baker’s good?

. What price does the baker want to get?

. What will happen if the baker sets his price too high?
. Who competes for steel?

. What does the firm take into account?

. How much is the customer willing to pay?

. What is the market-clearing price?

0NN W~

Exercise 2.Give the synonyms of the words

Competition; wage; method; to organize; to distribute;
income; consumer; to result; to offer; to produce; to will; rival;
producer goods; manufacturer; revenue; to offer; to take into
account; possible; represent; to pay; evaluation

Exercise 3. Matndan gotiiriilmiis soz vo ifadalari tarciims edin.
JaiiTe mepeBOx CJ10B U BHIPAKEHUI U3 TEKCTA.

1. mpoHuKaTh 2.pacnpeseneHne 3. MmoTpeouTenb4. akIuu
5. BMecTo 6. comepHUK 7. ciaydaThes 8. mpucrocoOseHue 9.
npousBogutTens 10. Belpyuka 1l.cuer 12. yrposza 13.
nepebuBath 1eHy 14. morpeOutensckue ToBapsl 15. mpuHUMast
BO BHUMaHHUE

1. niifuz etmoak, 2. boliisdiirmok, 3. istehsalgi, 4. aksiya,
sohm, 5. avazindo, 6. raqib, 7. bas vermoak, 8. uygunlasdirma,
9. istehsalgi, 10. amoak haqqi, 11. hesab, 12. hada, qorxu, 13.
giymoti asagl salmaq, 14. istehlak mallari, 15. diggata calb
etmok
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Exercise 4. Match the definition of the words.

1. rival a. a similar in every detail
2. distribution b. a person or a company that
produces goods in large quantities

3. identical c. to offer more money than smb.
else in order to buy smth.

4. appliance d. a person who competes with
another in sport, business

5. outbid e. a machine that is designed to do
a particularly thing in the home

6. manufacture f. the act of giving or delivering

smth. to a number of people

Exercise 5. Buraxilmis s6zlori motndan tapib yerina qoyun:
3anoaHuTe MPOOEJIBI CJI0BAMH U3 TEKCTA:

1. Competition economic life.

2. All result from processes.

3. The baker has on a stock of bread.

4. Consumers are willing to for the baker’s product.
5. The baker wants to get the highest possible.
6. The baker sets a price that will * the market.”
7. That price is by the willingness of

customers to compete for his product.
8. The customers want to pay as little as .
9. The firm wants to get as much as it can.
10. The market — clearing price the lowest price
that buyers must pay.
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Exercise 6. Give the Russian and Azerbaijan equivalent of
the phrases.

permeate economic life

methods of production

quantities of products

distribution of resources

market prices for consumer goods
to get the highest price

to set a price

to clear the market

9. to determine the willingness of customers and rivals
10. to get much revenue

11. to represent the lowest price

PN R W=

Exercise 7Translate the text
Perfect Competition

Wheneconomists analyze the production decisions of a
firm, they take into account the structure of the market in which
the firm is operating. The structure of the market is determined
by four different market characteristics: the number and size of
the firms in the market, the ease with which firm may enter and
exit the market, the degree to which firms’ products are
differentiated, and the amount of information available to both
buyers and sellers regarding prices, product characteristics, and
production techniques.

Economists distinguish among four differentmarket
structures, which they refer to as perfect competition, mono-
poly, monopolistic competition, oligopoly. Thissection consi-
dersthe case of a firm operating in perfectly competitive market
structure, while the next two sections consider the behavior of
firm operating under the other three types ofmarket structures.
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Conditions of Perfect Competition

Four characteristics or conditions must be present for a
perfectly competitive market structure to exit. First, there must
be many firms in the market, nono of which is largein terms of
its sales. Second, firms should bebable to enter and exit the
market easily. Third, each firm in the market produces and sells
a nondifferentiated or homogeneous product. Fourth, all firms
and consumers in the market have complete information about
prices, product quality, and product techniques.

MONOPOLY

In a perfectly competitive market, there are many firms,
none of which is large in size. In contrast, in a monopolistic
market there is only one firm, which is large in size. This one
firm provides all of the market’s supply. Hence, in a
monopolistic market, there is no difference between the firm’s
supply and market supply.

Conditions of Monopoly

These conditions characterize a monopolistic market
structure. First, as mentioned above, there is only one firm
operating in the market. Second, there are high barriers to entry.
These barriers are so high that they prevent any other firm from
entering the market. Third, there are no close substitutes for the
good the monopoly firmproduces. Because there are no close
substitutes, the monopoly does not face any competition.
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LESSON 13
COMPETITION (continue)

Competition also determines incomes and allocates goods.
Competition acts as both stick and carrot in economic life. If the
worker does not keep his hands to the machine, his employer will
replace him. If the employer does not treat his employee as well as
other employers would, the employee quits and goes somewhere el-
se. If the manufacturer does not run his shop efficiently, his custom-
mers will go where they can find better service at the same price or
equal service at a lower price. All of us, as producers, can be rep-
laced by those who are able and willing to do the job better or
cheaper.

On the other side, if we do our jobs well, we are more
likely to get a good reward. The successful manufacturer has
more customers and increases his revenues. The productive
worker gets higher wages and more responsibility.

Market creates competition. Competition creates incen-
tives. Incentives create better skills and higher productivity.
Productivity creates higher profits for manufacturers and higher
rewards for workers. Thus, competent work is better rewarded
in market economies than in planned or bureaucratic ones. This
is why competence is higher in countries with market economy.
Now, when firms in the parts of Germany can openly compete,
the Wartburg and Trabant have out to Opel and Volkswagen.
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VOCABULARY

Allocate pa3MeraTh yerlosdirmoak
Act JeHCTBOBATh foaliyyat géstormak
Stick HajKa, mpyT cubug, doyanok
Employ HaHUMAaTh Ha paboTy is9 gétiirmoak
Employer HaHUMATENb is9 gbtiiran
Employee (HaeMHBII) pabOTHHUK iS¢l
Quit IpeKpamars, Opocartb tork etmok, atmaq
Efficient 3¢ peKTHBHBIH, tasirli, ugurlu
YCIEITHBIH
Responsibility OTBETCTBEHHOCTb mosuliyyot
Skill HaBBIK, MAaCTEPCTBO ustaliq, bacariq,
gabiliyyat
Competent KOMIICTCHTHBIH, bacariqli, agillt
YMEJIbIH caligqan
Competence KOMIIETEHIHS, bacariq
HABBIKH, yMEHHUSI
Treat oOpamarscs (¢ kem- kimloaso davranmaq

aubo )

Stick and carrot

KHYT ¥ IPSHUK

gamgi va doyanoak

Keep hands to paboTaTh He OKIIaaas alini bulamadan
PYK islomok
Run shop (factory) YOPaBIATH sexi idars etmoak
nexoM/Marasuaom/
(habpukoit
On the other side C IPYTO# CTOPOHBI digor torafdon

Exercise 1. Answer the Questions:

1. What else does competition determine?
2. Why does competition work as both stick and carrot in

economic life?

3. What will the customers do if the manufacturer does
not run his shop efficiently?

4. Who will replace us if we don’t do our job well?

5. What creates competition?

6. Why does competition create?

7. Where is competent work better rewarded?
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8. How is competent work rewarded in planned or bure-
aucratic economies?

Exercise 2. Buraxilmis s6zlori matndon tapib yerina qoyun:
3anoaHUTe NMPOOEbI CJIOBAMHU U3 TEKCTA:

1. Competition also determines incomes and goods.

2. Competition acts as both stick and___ in economic life.

3.If the worker does not his hands to the
machine, his employer will replace him.

4. If the employer does not his employee well,
the employee quits.

5. If the manufacturer does not run his shop his
customers will go to another producer.

6. All of us, as can be replaced.

7. If we do our jobs well, we are more likely to get a good

8. The manufacturer has more customers and

increases his revenues.

9. The productive worker gets higher and
more responsibility.

10. Market competition.

Exercise 3. Give the Russian and Azerbaijan equivalentsof
the phrases.
1.To determine incomes
. to keep hands to do sth.
. to treat smb. well
. to run a business efficiently
. to do one’s jobs well
. to be likely to get a good reward
. a successful manufacturer
. a productive worker
. to create competition

O 0NN B~ Wi
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10. to reward smb.
11. competent work
12. countries with market economy

Exercise 4 Match the definitions of the words.

1. employee a. a duty to help or take care of
smb. Because of your job, position.

2. employer b. having enough skill or know
ledge to do smth. well

3. responsibility c. a person who is paid to work for smb.

4. competent d. to stop doing smth

5. quit e. to do smth without wast

6. efficient f. a person or company that pays

people to work for them

Exercise 5. Ciimlalori Ingilis dilins torciima edin
IlepeBenure npeaioKeHNs1 HA AHTJIMHCKUH A3BIK

1. KonkypeHIusi onpenenser I0XOAbl U paclpenesieHre
TOBApOB.

2. KonkypeHUMsi [OEUCTBYeT KaK KHYT M MPSHUK
SKOHOMHUYECKOU KU3HU.

3. Bce MBI Kak paOOTHUKH MOXEM OBITh 3aMEHEHBI TEMH,
KTO CIIOCOOEH WXelaeT paboTy Jydille WU C MEHBIIUMHU
3aTpaTami.

4. Ecmu MBI fenaeM Halry paboTy XOpOIIO, MbI, BCETO
BEpOSATHEE, MOJIYYUM XOpOIlIee BO3ZHArPaXKACHUE.

5. YcnemHslif TPOU3BOIUTENh UMEET OOJbIIE MOTPEOU-
TeJel U yBeIMYMBAET CBOIO MPUOBLIb.

6. IlpomyktuBHBINA pabounii momydaer 0osee BBICOKYIO
3apIuiaTy U HeceT OOJBIIYI0 OTBETCTBEHHOCTb.

7. PBIHOK CO3/1a€T KOHKYPEHIIUIO.

8. KonkypeHuus co3zmaer MOTHUBALIHIO.
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9. TIpom3BOMMTENHHOCTE TPyJa CO3MAaeT Oolice BBICOKHE
MPUOBLUTH JIs1 TIPOU3BOIMUTEIST U O0JIee BBICOKOE BO3HAIPAXKIICHUE
1Sl paOOTHUKOB.

10. TToaTOMy ypOBEHb KOMIIETEHIIMH BBIIIE B CTpaHax C
PBIHOYHOM 3KOHOMMKOM.

skekesk

1. Rogabat monfaoti vo mallarin boéliisdiriillmoasini
toyin edir.

2. Rogaboat gamgi va pryanik kimi iqtisadi hoyata tosir edir.

3. Biz bir isci kimi gabiliyyatli, xarci az olan isi yaxsi
bacaran is¢ilorls avaz edils bilorik.

4. Ogor biz 6z isimizi yaxs1 gororikss, yoqin ki, yaxsi
milkafat alariq.

5. Mivaffoqiyyatli istehsal¢inin ¢oxlu istehlakgisi var
Vv 0, 0z golirini artirir.

6. Mbohsuldar is¢i daha yiiksok amok haqqr alir va
boyiik mosuliyyat dasiyir.

7. Bazar rogabot yaradir.

8. Rogabot motivasiya yaradir.

9. 9moyin mohsuldarlig: istehsalg1 ticlin daha yiiksok
golir, iscilor {i¢iin iso daha yiiksok miikafat yaradir.

10. Ona goro do bazar iqtisadiyyatli 6lkalordo peso-
karlq soviyyasi yiiksokdir.

Exercise 6 Translate the text.

Monopolistic Competition and Oligopoly

Perfect competition and pure monopoly represent two
extreme possibilities for a market’s structure.The structure of
almost all markets, however, falls somewhere between these

two extrems. This section considers two market structures,
monopolistic competition and oligopoly, which lie between
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the extreme cases of perfect competition and monopoly.
According to its name, monopolistic competitionis more clo-
sely related to perfect competition than to monopoly. Oligopoly
is also a combination of monopoly and competition, but it is
more closely related to monopoly than to perfect competition.

Conditions for Monopolistically Competitive Market

Three conditions characterize a monopolistically com-
petitive market.First, the market has many firms,none of which
is large. Second, there is free entry and exist into the market;
there is no barriers to entry or exist. Third, each firm in the
market produces a differentiated product. This last condition is
what distinguishing monopolistic competition from perfect
competition. Examples of monopolistic competitive firms
include restaurants, retail clothing stores, and gasoline service
stations.

Conditions for Oligopolistic Market

Oligopoly is the least understood market structure; con-
sequently, it has no single, unified theory. Nevertheless, there is
some agreement as towhat constitutes an oligopolistic market.
Three conditions for oligopoly have been identified. First, an
oligopolistic market has only a few large firms. This condition
distinguishes oligopoly from monopoly, in which there is just
one firm. Second, an oligopolistic market has high barriers to
entry. This condition distinguishes oligopoly from perfect
competition and monopolistic competition in which there are
no barriers to entry. Third, oligopolistic firms may produce
either differentiated or homogeneous products. Examples of
oligopolistic firms include automobile manufacturers,oil pro-
ducers, steel manufacturers, and passenger airlines.
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It is interesting to know.

I1. Describing objects and substances.

The definition might refer to the “shape” and or “size” of
an object. Make sure that you know what the following words
mean: round, square, circular, solid, brad, narrow.

Other features of the object might be mentioned:

appearance: simple, plain, complicated, decorative, rough,
smooth, pointed.

color: dark, light, pale, bright, colored, colorless.

According to its function, the object might be a container,
device, instrument, machine, mechanism or tool.

It might be made of fabric or cloth (including cotton, wool,
fur, silk); metal (including iron, steel, gold, silver) or glass.

Material is a general word that means anything that some-
thing is made at. For example a cushon is a fabric bag filled with
soft material; and adobe is mud that is ...used as a building
material.

Matter is any substance that physically exists, used espe-
cially when defining more technical words. For example a
technical meaning of suspension is a liquid with very small
pieces of solid matter floating in it.

A substance may be liquid or solid or it may a gas.

Remember a vehicle could be a car, lorry/truck van or
train. An aircraft could be a plane or a helicopter.

Jokes about Economics and Economists

1. Socialism: You have two cows. State takes one and
gives it to someone else.

Communism: You have two cows. State takes both of
them and gives you milk.

Fascism: You have two cows. State takes both of them
and shoots you.
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Bureaucracy: You have two cows. State takes both of
them, kills one and spills the milk in system of sewage.

Capitalism: You have two cows. You sell one and buy a bull.

2. Three economists and three mathematicians were going
for a trip by train. Before journey mathematicians bought 3 tickets
(they could count to three) and economists only one.

Mathematicians were glad their stupid colleagues were
going to pay a fine.

However when the conductor was approaching their
compartment, all three economists went to the nearest toilet.
Conductor noticing that somebody is in the loo knocked at the
door and in reply saw a hand with the ticket. He checked it and
economists saved 2/3 of the ticket price.

Next day mathematicians decided to use the same
strategy — they bought only one ticket, but economists did not
buy tickets at all. When mathematicians saw conductor they
went to the loo, and when they heard knocking they handed out
the ticket. They did not get it back. Why?

The economists took it and went to the other toilet.
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LESSON 14
SUPPLY

The most basic laws in economics are those of supply and
demand. Indeed, almost every economics event is the product of
the interaction of these two laws. The law of supply states that
the quantity of a good supplied rises as the market price rises,
and falls as the price falls. Conversely, the law of demand says
that the quantity of a good demanded falls as the price rises, and
vice, versa.

One function of markets is to find “equilibrium”, or
“market-clearing” prices that balance the supplies of and de-
mands for goods and services. An equilibrium price is the one
at which each producer can sell all he wants to produce and,
each consumer can buy all he demands. Naturally, producers
always would like to charge higher prices. But even if they
have no competitors, they are limited by the law of demand: if
producers insist on a higher price, consumers will buy fewer
units. The law of supply puts a similar limit on consumers.
They always would prefer to pay a lower price than the current
one. But if they successfully insist on paying less (say, through
price controls), suppliers will produce less and some demand
will go unsatistied.

Economists often talk of supply “curves” and demand
“curves”. A demand curve traces the quantity of a good that
consumers will buy at various prices. As the price rises, the
number of units demanded declines. That is because everyone’s
resources are finite; as the price of one good rises, consumers
buy less of that and more of other goods that now are relatively
cheaper. Similarly, a supply curve traces the quantity of a good
that sellers will produce at various prices. As the price falls, so
does the number of units supplied. Equilibrium is the point at
which the demand and supply curves intersect — the single price
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at which the quantity demanded and the quantity supplied are the
same.

Markets in which prices can move freely are always in
equilibrium or moving toward it. For example, if the market for
a good is already in equilibrium and producers raise prices,
consumers will buy fewer units than they did in equilibrium,
and fewer units than producers have available for sale. In that
case producers have two choices. They can reduce price until
supply and demand return to the old equilibrium, or they can
cut production until supply falls to the lower number of units
demanded at the higher price. But they cannot keep the price
high and sell as many units as they did before.

VOCABULARY
Event coObITHE, (haKT hadiso, fakt
Interaction B3aUMOJICHiCTBHUE qgarsiligh foaliyyat
State yCTaHaBIHMBATbH gdstormak, toyin
etmok, miioyyan
etmok
Quantity KOJINYECTBO miqdar, say
Converse oOpaTHBII geri, oks, zidd
Equilibrium paBHOBECHE boraborlik,
tarazliq,
milvazinot
Clearing KITUPUHT, KIAPHHTOBBIH kliring (dovlatlor
arasmda banklar
vasitasilo nogd
pulsuz hagg-hesab
Balance OayraHc; OaJlaHCUPOBATh balans, miivazinat,
tarazliq saxlamaq
Insist (on) HACTauBaTh tokid etmok
Current HACTOSIIUH, TCKYIIHA cari, hazirki,
indiki
Currently B HACTOSIIICE BPEMs, Ha carl vaxt, hazirki
TeKYIIHA MOMEHT vaxt, hal hazirda
Unsatisfied HEYJIOBJICTBOPCHHBIN tomin olunmamis
Curve Jryra, KpuBast (JIUHUs) ayri, qovsvari
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Trace MPOCJICKUBATH glidmok, izlomok,
toqib etmok
Decline Ta/IcHUe, CHIDKEHHUE; 11a/1aTh, enmo, azalma,
CHIDKATHCS enmok, azalmaq
Finite KOHEYHbII, OrpaHUYEeHHbBIN son, qurtarmis,
bitmis
Relative OTHOCHTEIIbHBIN nisbi
Relatively OTHOCHTEIIFHO, CPAaBHUTEIHHO nisbaton
Point TOYKa noqta, mantoqa,
daraco
Intersect TepeCceKaThCs kosmok, kasismak,
gabagini kosmok
Move JIBHKEHHE;, IBUTATh(CS) harokat, harokot
etmoak, iraliyo
getmok
Available JIOCTYITHBIH, UMEIOIITHICS B alds olan, mévcud
HAJTUYUH olan
Reduce COKpaIaTh ixtisar etmak,
azaltmaq
Charge HAa3HAYaTh (YeH)) giymat tayin
etmok, miioyyan
etmok
Conversely Ha000poT gevrilon, geri,
oksina
Vice versa sam. Ha00OpOT (latinca) geri,
oksina
Market-clearing o0ecrenBaroIaspaBHOBECHE bazarda tolab vo
cripoca 1 toklifin tarazligmi
MPETIOKEHHS HA PhIHKE yaratmag, tomin
etmok
Put a limit CTaBUTb OTPAHHYCHHE mahdudiyyat
gqoymaq
Go unsatisfied OCTaBaThCS tomin, gane

HEYJOBJICTBOPEHHBIM

olunmamis galmaq

Exercise 1. Answer the Questions:

1. What are the basic laws of economics?
2. What does the law of supply state?
3. What does the law of demand say?
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. What is the equilibrium price?
. What prices would the producers like to charge?
. What is a “demand curve”?
. What does the “supply curve” trace?
. Where do the demand and supply curves intersect?
. What happens if producers raise prices in the market
which is already in equilibrium?
10. What happens if the producer supplies more goods
than is demanded by customers?

O 0 O\ L

Exercise 2. Buraxilmis s6zlori matndan tapib yerind qoyun:
3anoyHuTe MPOOGEJIBI CT0BAMH U3 TEKCTA:

1. The most basic laws in economics are of
supply and demand.

2. Every economic event is the product of the
of the laws of supply and demand.

3. The law of demand says that the of a good
demanded falls as the price rises.
4. One function of markets is to find “ ” prices

that balance the supplies of and demands for goods and services.
5. An equilibrium price is the one at which each
can sell all he wants to produce and each consumer
can buy all he demands.
6. Producers always would like to higher prices.
7. If producers insist on a higher price, will
buy fewer units.
8. The law of supply puts a similar on consumers.
9. Consumers always would prefer to pay a lower price
than the current one.
10. Economists often talk of supply “
demand “ ”

2

and
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Exercise 3. Give Azeri and Russian equivalents of the
phrases

basic laws in economics

the quantity of a good supplied

market clearing prices

an equilibrium price

to be limited the law of demand

the law of supply

to put a limit on sth. or smb.

to pay a lower price

to insist on doing sth.

10. supply and demand curves

11. to buy sth. at various prices

12. to decline the number of units demanded
13. goods that are relatively cheaper

14. the demand and supply curves intersect
15. the producers raise the prices

16. the products that are available for sale

WX RN —

Exercise 4. Match the definitions of the words

1.converse a. a supply of smth. that a country or a
person has and can use

2.equilibrium b. to ask an amount of money for goods
or a service

3.resource c. the opposite or reverse of a fact or
goods or a service
4.intersect d. a state of balance, especially between
opposing forces or influences
5.charge e. a line or surface that bends gradually
6.curve f. to divide an area by crossing it
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Exercise 5. Ciimlolori Ingilis dilino tarciims edin
IlepeBenure npeaioKeHNs1 HA AHTJIMHCKUH A3BIK

1. Cambple OCHOBHBIC 3aKOHBI YKOHOMHKH — 3TO 3aKOHBI
MPEAJIOKEHUS U CIIPOCA.

2. JIro6oe coObITHE B SKOHOMHUKE €CTh Pe3yJIbTaT B3auMO-
JNEUCTBUS OTUX ABYX 3aKOHOB.

3. KonuuecTBo mpemjiaraeMoro ToBapa pacTeT ¢ pocTOM
PBIHOYHOM II€HBI U MAJAET CO CHU)KEHHUEM LICHBI.

4. 3aKkoH CIpoca TOBOPUT, YTO KOJUYECTBO TPEOYEMBIX
TOBapOB YMEHBIIIAETCS 10 MEPE POCTA IICHBI, © HA0OOPOT.

5. OnHa 3 QyHKUMI pbIHKA — HAWTH «PaBHOBECHYIO» IICHY.

6. «PaBHOBecHBbIE» IIEHBI 0aTaHCUPYIOT MOCTaBKU TOBA-
POB M YCIIYT U CIIPOC HA HHUX.

7. «PaBHOBECHAas» LIEHA — 3TO LEHA, M0 KOTOPOM KaxKIIbIi
MIPOU3BOJIUTENIF MOXKET MPOJaTh BCE, YTO OH XOYeT MPOAaTh, a
KaXIIbII MIOKYTIATeNh — KYIIUTh BCE, YTO €My TPEOyeTCs.

8. EcTecTBeHHO, MPOU3BOAUTEIN BCEI/Ia XOTIT Ha3HAYaTh
0oJiee BBICOKHE LICHBI.

9. Ho, naxke ecnu y HUX HET KOHKYPEHTOB, OHU OrpaHU-
YEHBI 3aKOHOM CITPOCa.

10. Ecnu mpoumsBomuTens OyneT HacTawmBaTh Ha Oojee
BBICOKHX I[€HAaX, MOKYIAaTelh MPUoOpeTaeT MEHbIIIee KOJIIec-
TBO €UHUIL TPOTYKIIHH.

ekl

1. Igtisadiyyatin osas qanunlari — tolob va toklif
ganunlaridir.

2. Iqtisadiyyatda hor bir hadiso bu iki ganunun
garsiligl tasirinin naticasidir.

3. Toklif olunan malin sayr bazar qiymoti artdiqca
artir vo qiymot asag1 diisdiikco diisiir.

4. Toalob ganunu deyir ki, qiymotin artma doracasi ilo
talob olunan mallarin say1 azalir, yaxud oksina.
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5. Bazarin funksiyalarindan biri — «barabarg¢akili»
giymatin tapilmasidir.

6. «Boraborgokili» qgiymoatlor mallarin todariik veo
xidmatlarini va onlara olan tolobi tarazlayir.

7. Tobiidir ki, istehsal¢ilar homiso daha yiiksok giymaot
toyin etmok istoyirlor.

8. Ogor onlarin roqgiblori yoxdursa onlara tolob
ganununu ilo mahdudiyyst qoyulur.

9. Ogor istehsalg1 daha yiiksok giymot qoymag: tokid
edarso, alici daha az miqdarda mohsul vahidi alir.

Exercise 6. Ug variantdan (a, b, ¢) diizgiin olam secin:
N3 Tpex BapHAHTOB NPOA0JIKEHUs MpeaJioxKenusi (a, b, ¢ )
BbIOEpHUTE NPABUJIbHBII:

1. A demand curve traces a) as the price of one good
rises; b) the quantity of a good that consumers will buy at
various prices; ¢) as the number of units demanded declines.

2. A supply curve traces a) the point at which the demand
and supply curves

Intersect; b) everyone’s resources; c¢) the quantity of a
good that sellers will produce at various prices.

3. Markets in which prices can move freely a) will buy
fewer units than they did in equilibrium; b) keep the price high
and sell as many units as they did before; c) are always in
equilibrium or moving toward it.

Exercise7 Translate the following text

Supply

The buyers’ demand for goods is not the only factordeter-
mining market prices and quantitied. The sellers’ supplyof
goods and services also play a role in determining market
prices and quantities. According to the law of supply, a
directrelationship exists between the priceof a good andthe
quantity supplied of that good.Achange in supply is not caused
by a change in the price of the good being supplied; that would
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induce a change in the quantity demanded. A change in supply
is caused by other factors, including:

1. Changes in the prices for other goods. Suppliers are
ofteh able to switch their production processes from one type of
good to another. For example, farmers might decide to grow
less corn and more wheat on the same land if the price of wheat
rises relative to the price of wheat.

2. Changes in the prices of inputs: The prices of the raw
materials or inputs used to produce a good also cause supply to
change. An increase in the prices of a good’s inputs will raise
costs to suppliers and cause them to supply less of that good at
all prices

3. Changes in technology: Advances in technology often
have the effect of lowering the costs of production, allowing
suppliers to supply more goods at all prices. For example, the
development of pesticides has reduced the amount of damage
done to certain crops and therefore has reduced the cost of
farming. The result has been an increase in the supply of these
crops at all prices.
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LESSON 15
MONEY SUPPLY

Money supply in most countries comprises currency —
bills and coins issued by the Central Bank and/or the Treasury —
and various kinds of deposits held by the public at commercial
banks and other depository institutions such as savings and
loans and credit unions. In the USA, for example, on June 30,
1990, the money supply, measured as the sum of currency and
checking account deposits, totaled $ 809 billion. Including
some types of savings deposits, the money supply totaled $
3,272 billion. An even broader measure totaled $ 4,066 billion.

The definition of money has varied. For centuries physical
commodities, most commonly silver or gold, served as money.
Later, when paper money and checkable deposits were introduced,
they were convertible into commodity money. The abandonment
of convertibility of money into a commodity made paper money
the main financial instrument around the world. To regulate the
national economy and influence the world trade national monetary
authorities have the power to issue paper money without legal
constraints.

Because money is used in all economic transactions, in has a
powerful effect on economic activity. An increase in the supply of
money puts more money in the hands of consumers, making them
feel wealthier, thus stimulating increased spending. Business firms
respond to increased sales by ordering more raw materials and
increasing production. The spread of business activity increases the
demand for labor and raises the demand for capital goods. In a
booming economy, stock market prices rise and firms issue equity
and debt.If the money supply continues to expand, prices begin to
rise, especially if output growth reaches capacity limits. As the
public begins to expect inflation, lenders insist on higher interest
rates to offset an expected decline in purchasing power over the life
of their loans.
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Opposite effects occurs when the supply of money falls, or
when its rate of growth declines. Economic activity declines and
either disinflation (reduced inflation) or deflation (falling prices)
results.

The most important determinant of the money supply is
the Central Bank.

VOCABULARY
Coin Momera domir pul (20
abbasiliq)
Treasury KaznaueiicTBo Xozina
Deposit JIETIO3UT, BKJIAL, Xazina, amanat,
BKJIQ/ILIBATh X9zinaya qoymaq
Depository JIeTIO3UTapHBII LUmanlt e'tibar
olunmus sl Ixs
Measure Mepa, H3MEpPEHHE Ol¢ii, 6lgmok
Checking TeKymuii (cuem) cari (hesab)
Definition onpeJesieHue, miioyyan etmo, tarif,
JeUHALUS sorh
Vary PAa3HUTHCS, MCHSATBCS doyismok
Serve CIIY>KUTh, 00CITY)KUBATh xidmot etmok
Convertible KOHBEPTUPYECMBIi, gevrila bilon
oOparraeMbrit
Abandonment OtMmeHa logv, logv etma
Regulate PETYIHPOBATH, idars etmok,
YIPaBIATH tonzimlomok
Monetary MOHETapHBIH, Pul
JIEHEKHBIA
Authorities BIIacTH, aqMuHucTpaimst | hokiimot, administrasiya
Constraint Orpanndenne Moshdudiyyat
Transaction caenka,(Toprosas, sazis, razilasma
(huHAaHCOBAsH) OIEpaIUs (ticarat,
maliyyo).omoliyyat
Stimulate CtuMynupoBathb stimullagdirmaq, tokan
vermoak,
havaslondirmak
Equity Axnyst sohm
Debt JIOJIT, TOJITOBOE borc
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00513aTENBCTBO
Capacity MOIITHOCTb, tutum, hacm
CIIOCOOHOCTB, 00BEM
Offset KOMIICHCHUPOBATb, kompensasiya 6domak,
BO3MEIIATh vermok
Decline najicHue, ynaJioK enma
Loan 3aem istigraz, borc (pul)
Disinflation CHIDKCHHUE YPOBHS infliasiya soviyyasinin
HHOIAIHN enmoasi, asagl diismosi
Reduced CoxpamnieHHbIH ixtisar edilmis
Deflation Hedmsus infliasiyanin azalmasi
Determinant OTIPENEIINTEIND; TOT, KTO toyin edon soxs
copar
KUTAOBI,0NpeIeIIsIeT
Money supply JICHEe)KHast Macca pul tochizati
Hold a deposit pa3MeIaTh ACHO3UT depozit yerlosdirmak
Depository JIeTIO3UTapHBIe depozit milassisalori
Institutions HHCTHTYTHI (toskilat)
(opeanusayuu)

Credit union

KpEIUTHBIN COI03

kredit birliyi (ittifaq)

Checking TEKYIIUi cyeT cari hesab
account
Physical (bu3nveckue ToBaphI fiziki mal, omtoo
commodities
Commodity TOBapHBIC JICHBIY omtas, mala sorf olunan
money pul

Exercise 1. Answer the Questions:

1. What institutions issue currency?

2. What physical commodities were used for money?

3. What made paper money the main financial instrument
around the world?
4. How does the increase in the money supply affect the

economy?
5. What
deflation?

is the difference between disinflation and

6. What happens when the money supply falls?
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7. What institution determines the money supply?
Exercise 2.Agree or disagree with the following statements.

1) Money is a medium of communication. 2) The idea of
money as a universal equivalent is unfamiliar to us. 3) Money
has five functions. 4) Money is used in exchange for goods and
services. 5) Money is used for the discharge of defendant. 6)
Money is used for the discharge of agreements. 7) Money acts
as a trustee. 8) Money makes the operation of the price system
impossible. 9) Money ensures the basis for keeping accounts.
10) Money counts cost, profit, and loss. 11) Money is exercised
as a standard of deferred payments. 12) Money serves as the
unit in which borrowings are made. 13) Money serves as the
unit in which futures are fixed. 14) Money provides a store of
material values.

Exercise 3. Buraxilmis s6zlori motndan tapib yerina qoyun:
3anoyaHuTe NPOGeEJIbI CJTI0BAMHU U3 TEKCTA:

1. Various kinds of deposits are held by the public at
commercial banks and other depository such as
savings and loans and credit unions.

2.In the USA, on June 30, 1990, the money supply,
measured as the of currency and checking account
deposits, totaled $ 809 billion.

3. The of money has varied.

4. When paper money and checkable deposits were
introduced, they were into commodity money.

5. The abandonment of convertibility of money into a
commodity made money the main financial instrument
around the world.

6. National monetary authorities have the power to issue
paper money without constraints.
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7. An increase in the supply of money puts more money

in the hands of consumers, making them feel wealthier, thus
increased spending.

8. The spread of business activity increases the demand

for labor and raises the demand for goods.
9. If the money supply continues to___, prices begin to rise.
10. Economic activity declines and either or

deflation results.

Exercise 4. Match the definitions of the words

1.deposit a. a thing that limits or restricts smth.

2.abandonment b. a reduction in the amount of money
in a country’s economy so that prices
fall or remain the same

3.constraint c. a general rise in the prices of services
and goods in a particular bounty
4.equity d. the act of leaving a person, thing or
place with no intention of returning
S.inflation e. a person who determines smth
6.deflation f. a sum of money that is paid into a bank

7.determinant g. the value of a company’s shares in a
company which don’t pay a fixed
amount of interest

Exercise 5. Give Russian and Azeri equivalents of the
phrases.

various kinds of deposits
depository institutions
checking account deposits
types of savings deposits
definition of money

ARl
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6. physical commodities

7. to be convertible into commodity money

8. the abondonment of convertibility of money into a
commodity

9. to regulate the national economy

10. national monetary authorities

11. an increase in the supply of money

12. money in the hands of consumers

13. to order more raw materials

14. business activity increases the demand for labor

15. to raise the demand for capital goods

Exercise 6. Ciimlalori Ingilis dilina torciims edin
IlepeBeauTe NpeaIOKeHNS HA AHTTIMACKUN A3BIK

1. Hacenenue paepXuT BKIAAbl B pa3IUYHBIX JEIMO-
3UTAPHBIX OPTaHU3ALNAX, TAKHX

2. Kak xommepueckue OaHkH, cOeperateinbHble U
KpPEAUTHBIE COIO3BI.

3. JlenexxHast macca, U3MepseMas aKk CyMMa BaJIIOThl U
BKJIQJIOB MO TEKYIIUM cueTaMm, coctaBisier Bcero 900 mui-
JUap/I0B JOJIAPOB.

4. Dta cymMMa BKJIIOYAeT HEKOTOphIE BHJBI cOepe-
raTeJIbHbIX JEMO3UTOB.

5. B Tedenme croneTunl (Qu3MUECKWEe TOBApHI, dallle
BCET0 30JI0TO U CEPEeOPO,CITY KN B KAYECTBE JICHET.

6. Ilozmuee, xorma ObUTH BBEICHBI OyMaKHBIE JE€HBIH,
OHHU MOTJIU ObITH OOpAIeHbI B TOBAPHBIE ICHBIU.

7. B uenax peryaupoBaHUs HAIMOHAJIBLHOW SKOHOMHUKH
HAI[MOHATLHBIC(DMHAHCOBBIC OPraHbl HAJEISIFOTCS IOJIHOMO-
YHUSMHU 110 BBIITYCKY OyMa)kKHbBIX JICHET.

8. Tak kak JEHbIM HCHOJB3YIOTCSI BO BCEX JKOHO-
MUYECKUX ONepalusx, OHU OKa3bIBaIOT MOIIHOE BO3JEHCTBHE
Ha YKOHOMHUYECKYIO JeSATEIbHOCTb.
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9. Komnanum oOTBeyaloT Ha pocT oObeMa TNPOJAXK,
3aKa3bIBasi OOJIbIIee KOJNYECTBOCKHIPHS.

10. Poct nenoBoi aKTUBHOCTH YBEJIMYUBAET CIPOC Ha
pabouyro CUITy U TOAHUMAET CIIPOC HAa OCHOBHBIC (DOH/IBI.

11. B sKOHOMWKE, TEpekKHUBAIOIIEH IMOIbEM, ILEHBI (OH-
JIOBOTO pBIHKA pPACTyT, M KOMIIAHWM BBIIYCKAIOT aKLUUM U
OOJHUT AL

ek

1. ©hali 6z omanatlorini kommersiya, omanat banklari
va kredit ittifaglar: kimi depozit togkilatlarinda saxlayir.

2. Valyuta mablagi va cari hesab {izro amanatlor kimi
Olciilon pul kiitlasi comi 900 milyard dollar toskil edir.

3. Bu mablogo omanst depozitlorinin bir ne¢o névii
daxildir.

4. Yizilliklor orzindo fiziki mallar, ¢ox vaxt qizil vo
giimiis pul gisminda xidmat edirdilar.

5. Sonralar kagiz pul daxil olan zaman onlar amtaalik
pula gevrils bilordilor.

6. Milli iqtisadiyyati tonzimlomok mogsadilo milli
maliyyo  orqanlar1  kagiz  pullar  buraxilisi  iizro
solahiyyatlorini boliisdiiriirlor.

7. Belo ki, pul biitiin iqtisadi omoliyyatlarda istirak
edir, onlar igtisadi faaliyyata giiclii tosir edir.

8. Kompaniyalar ¢oxlu sayda xammal sifaris verarok
satis hocminin artmasina cavabdehlik dasiyirlar.

9. Isgiizar foaliyyotin yiiksalmosi is¢i qiivvesing tolobi
artirir vo asas fondlara toalobi ¢oxaldir.

10. Inkisaf hissi kegiron iqtisadiyyatda fond bazar1 giy-
motlori artir, kompaniyalar da sohm va istigrazlar buraxirlar.
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Exercise 7. I1u Bapuantaas (a, 0, ) AU331[H 0J1aHbI CEYHH:
N3 Tpex BapHaHTOB NPOA0JIKEHUs MPeaJioxKeHusi (a, b, ¢ )
BbIOEepHUTE NPAaBUIbHBII:

1. For centuries physical commodities, most commonly
silver or gold, a) is the Central Bank; b) decline in purchasing
power over the life of their loans;c) served as money.

2. The abandonment of convertibility of money into a
commodity made paper money a) issue paper money without
legal constraints; b) the main financial instrument around the
world; ¢) convertible into commodity money.

3. As the public begins to expect inflation, lenders insist
on higher interest rates a) to offset an expected decline in
purchasing power over the life of their loans; b) $ 4,066 billion;
¢) to issue paper money without legal constraints.

Exercise 8 Translate the text
Equilibrium

Earlier we have examined the demand decision of buyers
and the supply decisions of sellers, separately. However, in the
market for any particular good, the decisions of buyers interact
simultaneously with the decisions of sellers.When the demand
for a good equals the supply of the good, the market for the is
said to be in equiilibrium. Associated with the market equilib-
rium will be an equilibrium quantity and an equilibrium price.

Elasticity

In addition to understanding how equilibrium prices and
quantities change as demand and supply change, economists are
also interested in understanding how demand and supply
change in response to changes in prices and incomes. The
responsiveness of demand and supply to changes in prices or
incomes is measured by the elasticity of demand or supply.
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If the percentage change in quantity demanded is greater
than the percentage change in price, demand is said to be price
elastic, or very responsiv to price changes. If the percentage
change in quantity demanded is less thanpercentage change in
price, demand is said to be price in elastic, or not very
responsive to price change. Similarly, supply is price elastic
when thepercentage change in quantity supplied is greater than
the percentage change in price, and supply is price inelastic
when the percentage change in quantity supplied is less than the
percentage in price. The price elasticity of demand or supply
will differ among goods.
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LESSON 16
DEMAND

The concept of demand is one of the most important
building blocks of economic analysis. When economists refer
to demand, they usually have in mind not just a single quantity
demanded, but what is called a demand curve. A demand curve
traces the quantity of a good or service that is demanded at
successively different prices.

The most famous law in economics is the law of demand.
This law states that when the price of a good rises, the amount
demanded falls, and when the price falls, the amount demanded
rises.

It is not just price that affects the quantity demanded.
Income affects it too. As real income rises, people buy more of
some goods (which economists call normal goods) and less of
what are called inferior goods. Urban mass transit and railroad
transportation are classic examples of inferior goods. The usage of
both of these modes of travel declined dramatically in the US as
postwar incomes were rising and more people could afford
automobiles.

Another influence on demand is the price of substitutes.
When the price of Toyota Tercels rises, all else being equal,
demand for Tercels falls and demand for Nissan Sentras, a
substitute, rises. Also important is the price of complements, or
goods that are used together. When the price of gasoline rises,
the demand for cars falls.
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VOCABULARY

Concept KOHLICTIINSI, KOHLIETIT konsepsiya, anlayis
Refer OTHOCHUTBCS aid olan, slagadar
Successively MOCIJIEI0BATENLHO ardicilligla, moantiqi
suratds
Affect OKa3bIBaTh BO3JICHCTBHE tosir gostormak
Inferior BTOPOCTETICHHBIN ikinci doracali, asagi
keyfiyyatli
Urban T'opoackoit sohoarli, sohor sakini
Mass Macca; MacCOBBII kiitls, kiitlovi
Transit IepeBo3ku dasima, dasinma
(miniklo)
Transportation TPaHCIIOPTHPOBKA géndarmo, nagl etmo,
dasima
Usage Hcnonp3oBaHue istifado
Dramatically pe3Ko, BHE3AITHO birdan, gafildan,
nozora ¢arpmadan
Afford MO3BOJIATH cede(umo- cohd etmoak, soy
aubo npuobpecmit) gOstormok
Influence BIIMSTHUE; OKa3bIBATH tasir, tasir gdstarmak
BIIMSIHHC
Substitute aHaJIoT; 3aMEHUTEJIb; bonzar, oxsar,
3aMEHSTh HA HEYTO avazedici, doyisdirmok
AHAJIOTMYIHOE
Gasoline Bensun benzin
Have in mind UMETh B BUAY nozords tutmaq
Normal goods «OOBIYHBIC TOBAPHI» glindolik istifads

(mosapwi u ycnyeu,
umeroujue 6e3yCclio8HYI0
nompeobumenbCKyo
CMOUMOCHb)

olunan mallar

Inferior goods

«BTOPOCTEIICHHbBIE
TOBaphI» (Mmosapul u
yeayau,
nompeobumenbcxas
CMOUMOCMb KOMOPbIX
3a6UCUMOM GHEUIHUX

ikinci daracali mallar

obcmosmenbcma)
All else being TIPH TIPOYUX PABHBIX basqa, barabar
equal YCIIOBHSIX sortlorla
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Exercise 1. Answer the Questions:

1. What do economists have in mind when they refer to
demand?

2. What does the demand curve trace?

3. What does the law of demand state?

4. Apart from the price, what else affects the quantity
demanded?

5. What happens when income rises?

6. What is “normal goods™?

7. What goods are called “inferior”?

8. What happened to the people’s incomes in the postwar
America?

9. In what way do substitutes influence the demand?

10. How does the price of complements affect the
demand?

Exercise 2. Give the Azerbaijan and Russian equivalents of
the phrases

. blocks of economic analysis

. refer to demand

. ademand curve

. the quantity of a good or service

. a law of demaned

. classic examples of inferior goods
. postwar income

. the price of complements

. the demand for cars falls

001NN W~

122



Exercise 3. Buraxilmis s6zlori motndan tapib yerina qoyun:
3anosHuTe MPOOEJIBbI CJI0BAMH U3 TEKCTA:

1.The concept of demand is one of the most important
building of economic analysis.

2.When economists refer to demand, they usually have in

a demand curve.
3.A demand curve traces the quantity of a good at
different prices.

4.It is not just price that the quantity
demanded.

5.As real income rises, people buy more of
goods and less of inferior goods.

6.Urban mass transit and railroad are
classic examples of inferior goods.

7.The usage of these modes of travel
dramatically after the war.

8.As postwar incomes were rising, more people could

automobiles.
9.Another on demand is the price of
substitutes.
10. Also important is the price of , or goods

that are used together.

Exercise 4. U¢ variantdan (a, b, c) diizgiin olam secin:
N3 Tpex BapHAHTOB NPOAO0JIKEHUs MPeaJioxKeHusi (a, b, ¢)
BbIOEpHUTE NPABUJIbHBII:

1. When economists refer to demand, they usually have in
mind a) just price that affects the quantity demanded; b) what is
called a demand curve; c¢) railroad transportation.

2. This law states that when the price of a good rises a)
the amount demanded falls; b) people buy more of inferior
goods; ¢) it is demanded at successively different prices.
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3. Also important is the price of complements, or a) the
quantity demanded;

b) classic examples of inferior goods; ¢) goods that are
used together.

Exercise 5. Match the definitions of the words

1. affect a. the power that smb/smth has to make
smb/smth behave in a particular way

2. inferior b. a person or thing that you use or have
instead of the one you normally use or have

3. transit c. to make smb. do smth

4. afford d. a person or thing of you quality

5. influence . to provide smb. with smth

6. substitute f. the process of being moved or carried from

one place to another.

Exercise 6. Ciimlalori Ingilis dilind torciims edin
IlepeBeauTe NpeaIoKEeHN HA AHTTIMACKUN A3BIK

1. Konmenmusi cnpoca — ogHa u3 Hambosee BaKHBIX
COCTABJISIFOLIUX TEOPUU IKOHOMHUYECKOTO aHAJIN3a.

2. Korma 3Kk0HOMHUCTBI TOBOPSIT O CIPOCE, OHU UMEIOT B
BHUY TO, YTO HA3bIBACTCSl KPUBOM CIIpOCa.

3. KpuBas cmpoca otTciexuBaer o0beM TpedyemMoro
TOBapa WX YCIYTH B OTHOIIEHUH K MOCJIEA0BATEIbHO MEHSIO-
HIecs IIeHe.

4. He TonmpkO II€HAa OKa3bIBAECT BO3JICHCTBHE HA YPOBEHb
crpoca.

5. Ilo Mepe pocta pealibHBIX JOXOJOB JIOIU MOKYIAIOT
OOJIBIIIE TOBAPOB.

6. Krnaccuueckue npumepsl MOZOOHBIX TOBAPOB — MACCCO-
BBIi1 OOIIIECTBEHHBII TPAHCIIOPT U HKEJNE3HOIOPOKHBIE IEPEBO3KU.

7. Ellle 0OquH UCTOYHHMK BO3JAEHCTBUS Ha YPOBEHb CIIpoca
— IIeHa Ha aHaJIOTH.
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8. Korma momnumaercst nieHa Ha OCH3WH, MaJaeT CIPOC
Ha aBTOMOOMIIA

Hekosk

1. Tolob konsepsiyasi — iqtisadi tohlil nozariyyasinin on
mithiim torkib hissolorindon biridir.

2. Iqtisadgilar tolob barodo danisanda onlar yalangi
talobi nozards tuturlar.

3. Yalang1 tolob ardicil doyison giymot hagqinda tolob
olunan mal va xidmatlorin hacmini izlayir.

4. Tokco qiymat tolobin soviyyasine tosir etmir.

5. Adamlar real golirlorin artmasima uygun olaraq ¢ox
mal alirlar.

6. Bu kimi mallarin klassik nlimunasi — kiitlovi ictimai
naqliyyat vo domir yol dasimalaridir.

7. Talabin saviyyasina tasir edon moanbalordon biri da
oxsar qiymatlordir.

8. Benzinin qiymoti artdigda avtomobilo olan tolob
asag disiir.

Exercise 7. Remember the explanations of the words in
English

Agency The organization that provides services
Fee Money paid to professional people
Take into account Take into consideration
Monitor Watch closely
Appropriately In the right way
Revenues Incoming money
Expenditures Outgoing money
Quotation Estimate of how much something will cost
Total Add together a set of numbers or objects
Report Present data to someone(s)
Procedure A formal way of doing something
Process A series of transactions,changes,or functions
that bring about a particular result
Express Indicate by words and symbols
Reflect Give a particular impression of something
Detail Provide information item by item
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It is necessary to know for economists

Business

- work relating to the production, buying, and selling of
goods and services;

- an organization which products and sells goods, or
which provides a service;

- important matters that you have to discuss or deal with.

Businessman, Businesswoman

- a person engaged in trade or commerce.

Business cycle

- process by which investment, output, and employment
in an economy tend to fluctuate up and down in a regular
pattern causing boom and depression, with recession and
recovery as intermediate stages.

Organization

- alarge group of people that has particular aims.

Organizer

- the person who makes all the arrangements for
something and makes sure that happens as planned.

Exercise 7. Translate the text

Demond

In every market, there are both buyers and sellers. The
buyer’s willingness, to buy a particular good(at various prices)
is referred to as the buyers’ demand for that good. The sellers’

willingness to supply a particular good (at various prices) is
referred to as the sellers’ supply of thatgood.
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Reasons for a change in demand

It is important to keep straight the difference a change in
quantity demanded, and a change in demand. There is only one
reason for a change in the quantity demanded of some good:a
change in its price; however, there are several reasons for a
change in demand for the good, including:

1._Changes in the price of related goods: The demand for
a good may be changed by increases in the prices of the other,
related goods. These related goods are usually divided into two
categories called substitutes (for ex., butter and margarine) and
complements (for ex., shoesand shoelaces).

2. Changes in income : The demand_for a good may also
be affected by changes in the incomes of buyers. Normally, as
incomes rise, the demandfor a good will usually increase at all
prices, andvice versa. Goods for which changes in demand vary
directly with changes in income leads to a decreasein demand
and a decrease in income leads to an increase in demand.
Goods for which changes in demand vary inversely with
changes in income are called inferior goods. For example,
consider meat and bread. As incomes increase, people demand
relatively more meat and realtively less bread, implying that
meat may be regarded as a normal good, and bread may be
considered an inferior good.

3. Changes in preferences: As peoples’ preferences for
goods and services change over time, the demand for these
goods and services will also shift. For example, as the price for
the gasoline has risen, automobile buyers have demanded more
fuel-efficient, ‘“economy” cars, and fewer gas-guzzling,
“luxury” cars.

4. Changes in expectations: If buyers expect that they will
have a job for many years to come, they will be more willing to
purchase goods such as cars and homes that require payments
over a long period of time. If buyers fear losing their jobs,
perhaps because of a adverse economic climate, they will
demand fewer goods requiring long — term payments.
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Jokes about Economics and Economists

1. I asked an economist for her phone number ... and she
gave me an estimate.

2. Economists have forecasted 9 out of the last 5
recessions.

3. An economist returns to visit his old school. He’s
interested in the current exam questions and asks his old
professor to show some. To his surprise they are exactly the
same ones to which he had answered 10 years ago!

When he asks about this the professor answers: “The
questions are always the same — only answers change!”

4. An econometrician and an astrologer are arguing about
their subjects. The astrologer says, “Astrology is more
scientific. My predictions come out right half the time. Yours
can’t even reach that proportion”.

The econometrician replies, “That’s because of external
shocks. Stars don’t have those”.
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LESSON 17
ACCOUNTING

Accounting is frequently called the “language of
business” because of its ability to communicate financial
information about the organization . Various interested parties,
such as managers, potential investors, creditors, and the
government, depends on a compony’s accounting system to
help them make informed financial decisions. An effective
accounting system, therefore, must include accurate collecting,
recording, classifying, summarizing, interpreting, and reporting
of information on the financial status of an organization.

In order to achieve a standardized system, the
accounting process follows accounting principles and rules.
Regardless of the type of business or the amount of money
involved, common procedures for handling and presenting
financial information are used. Incoming money (revenues) and
outgoing money (expenditures) are carefully monitered, and
transactions are summarized in financial statements, which
reflect the major financial activities of an organization.

The work of accountants is rather sofisticated. People
who specialize in the field of accounting are known as
bookkeepers and accountants. Bookkeepers deal in taxes and
different business transactions of the company. The
accountant’s responsibility is to analyze and interpret the
financial data and make it understandable for users. In the
United States, accountants are usually classified as private,
government, and public. Private accountants work solely for
private companies or corparations that hire them to maintain
financial records, and governmental accountants work for
governmental agencies. Both private and governmental
accountants are paid on a salary basis, whereas public
accountants receive fees for the services. Public accountants
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work independently and provide accounting services such as
auditing and tax computation to companies and individuals.

Many accountants have special certificates after they
pass examinations in Institute of Accountants. Certified
accountants in England are called chartered accountants. In the
USA the certified accountants are called certified public
accountants (CPA).

Through effective application of commonly accepted
accounting systems, accountants provide accurate and timely
financial information that is necessary for organizational
decision-making. No expansion or recorganization is planned
without them. New products and advertising campaigns are also

prepared with the help of the accountant.

VOCABULARY
Accounting OyXaJITepCKU y4eT miihasibatugotu
Audit ayJIuT Audit
Accountingsyn. Oyxranrep Miihasib
Bookkeeper
Asset aKTUB Aktiv
Liability ACCHB passiv
Balance OaaHC , OCTAaTOK balans, qaliq
Financialstatus ¢uHaHCOBOEONIOkeHNEe | maliyyo voziyyati
Financialstatement (MHAHCOBBIHOTYET maliyyo hesabati
Revenue JIOXOJbI golir
Expenditure pacxobl Xorc
Payroll IJ1aTEKHasl BEJOMOCTh maagcadvali
Salary 3apruiata maas (aylq)
Fee TOHOPAp gonorar
Chartered ayauTOpB AHTIHNH auditor
accountant (Ingiltorado)
Certified public aymutop B CIIIA auditor
accountant (Amerikada)
Collect cobupars toplamaq
Record PETUCTPUPOBATH geydiyyata almaq
Summarize 0000maTe yekunlagdirmaq
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Interpret HWHTEPIPETUPOBAThH sorhetmok
Report OTYUTBIBATHCS, hesabat vermok
JIOKJIaABIBATh
Withdraw YIepKUBaTh (U3 tutmaq (maasdan)
3apIuIaThl)
Present IIPEICTABIATh togdim etmok
Sophisticated CJIOXKHBIH ¢atin
Accurate TOYHBIN dogiq
Timely CBOEBPEMEHHBIN vaxtinda
Solely TOJIBKO, €IUHCTBEHHO yalniz, tok
Independently HE3aBUCUMO miistoqil

Exercisel.Answerthe Questions

1. Why is accounting called the “language of business” ?

2. What are revenuesand expenditures ?

3. What is difference between a bookkeeper and an

accountant ?

4. How areaccountants classified in the USA ?
5. What kind of services do certifiedaccountants provide ?
6. How are they called in Britainand theUSA ?

Exercise 2. Find the correct synonyms of words on the right hand

method fee

charge forservices financial status
strict corresponding
collect complicated
appropriate maintain
sophisticated gather
financial condition rigorous

Keep Procedure

Exercise 3. Chooseand write the correct word

1. information / inform

A.You can get a lot of

about himin our company.

B.She must us aboutthemeetingof young peopleat

our university.

2. collecting/collection
A. Primary data calls for decisions about the rese-

arch approaches.

B. The second step involves developing a plan for

the information.

3. record /records

A. A bookkeeper

all transactions of the company.

B. If you go in for sport you can breake the
among the students of our republic.

4. profit/profitable
A. Hisfatheris busy with a business.
B. A and loss statement includes financialstatements.

5. monitored /monitoring
A. The Board of Directorsexercises of the project.
B.The student’s progress is being

Exercise4. Remember the explanations of the words in English

Fee Money paid to professional people
Option Choice
Revenues Incoming money
Expenditures Outgoing money
Quotation Estimate of how much something will cost
Supervision Control of employee’s performance, training and
motivating
Report Present data to someone
Bookkeeper A person who does books
Reflect Give a particular impression of something
Detail Provide information item by item
Agency The organization that provides services
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Exercise 5. Translate the word - combinations into
Azerbaijan and Russian

. to govern an organization
. to run a company

. to meet objectives

. to attain goals

. to perform functions

. to centralizeauthority

. to deligateauthority

. to achieve goals

. to establishe objectives
10. to perform tasks

11. to make changes

12. to respond to changes
13.to reachsomeone’s potential abilities

O 00NN W=

Exercise6. Learn the dialoque
Accountancy in a Free -Market Economy

Russian :What is the role of accountancy in a free —
market economy ?

American : Well, in a free — market environment, ac-
counting provides sort of a vehicle for transmitting information
about the performance of enterprises to those with an interest in it.

R: Would it be correct, in that case, to sum up the basic
functions of accounting in a market economy as measuring
economic activity of an enterprise and its profit, showing
changes in its financial positions and ensuring that a fair report
of the economic status and performance is made available to all
those concerned.

Am :Yes, you are right. I'd like to add that these
functions are performed at two different levels.

R : We know that your accountants communicate finan-
cial information to many people. What users need financial
information ?
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Am : I’ mcoming to thepoint. One branch of accounting,
called managerial accounting, provides information that ma-
nagers use in making decisions within the firm. Other ac-
countants prepare financial reports for outside users. This bran-
ch of accounting is known as financial accounting.

R : Financialaccounting is onlymaking its first steps in
our country and we are having lots of teething problems. How
does your accounting meet the needs of the users ?

Am : Our accounting standards and objectives of
financial statements fully meet the user’s needs for useful
information.

R : What basic principles ensure the provision of such
information in the manner the market requires ?

Am : First of all, accounts must be prepared on a going —
concern basis.

R : What exactly does it mean ?

Am : It means accounting is based on the assumption that
the business in question will continue to operate. Besides,
accounts must reflect the economic substance of the situation
rather than simple its legal form.

R : What other characteristics make information useful
for the users ?

Am : First of all, I'd single out relevance, timeliness, pru-
dence, reliability, materiality, consistency, and comparability.

R : As far as I know, these concepts are recognized
internationally. But users of information often fail to get a true
and fair view of business operations.

Am : That depends on a number of factors. But I
personally believe that in the present conditions, we all need to
work harder to harmonize national accounting systems so as to
make it easier for users to assess financial information.

R : I can’t agree more, particularly taking into account
growth of transnational corporations and increasing interde-
pendence of financial markets.
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LRESSON 18
PROFITS

In a market economy, profits are the core aim of economic
activities. Those who organize production efforts do so to
maximize their income. Their search for profits is guided by the
famous “invisible hand” of capitalism: the highest profits are to be
found in producing the goods and services that potential buyer
most want.

Capitalists earn a return on their efforts by providing three
productive inputs. First, they are willing to delay their own
personal gratification. Instead of consuming all their resources
today, they save some of today’s income and invest those
savings in activities (plant and equipment) that will yield goods
and services in the future. When sold, these future goods and
services will yield profits that can then be used to finance
consumption or additional investment. Put bluntly, the
capitalist provides capital by not consuming. Without capital
much less production could occur. As a result some profits are
effectively the “wages” paid to those who are willing to delay
their own personal gratification.

Second, some profits are a return to those who take risks.
Some investments make a profit and return what was invested
plus a profit, but others don’t. When a savings and loan
association or an airline goes broke, the investors in those firms
lose their wealth and become poorer. Just as underground miners,
who are willing to perform a dangerous job, get paid more than
those who work in safer occupations, so investors who are willing
to invest in risky ventures earn more than those who invest in less
risky ones. On average those who take risks will earn a higher rate
of return on their investments than those who invest more
conservatively.

Third, some profits are a return to organizational ability,
enterprise, and entrepreneurial energy. The entrepreneur, by
inventing a new product or process, or by organizing the better
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delivery of old product, generates profits. People are willing to
pay the entrepreneur because he or she has invented a “better”
mousetrap.

Economists use the word interest to mean the payment for
delayed gratification, and use the word profits to mean only the
earnings that result from risk taking and from entrepreneurship.
But in everyday business language the owner’s return on his or
her capital is also called profits. (In business language the lender’s
return is called interest, even though most lending also entails
some risks.)

Capitalism requires profits, and profits require ownership.
Property ownership  generates responsibility.  Without
ownership no one is really responsible for what is going on in
the economy.

VOCABULARY
Core SITPO, CYTh; TTIABHAS, asas, bas, moarkoz, mahiyyat
LEHTpaJIbHasI
Maximize ONTUMU3UPOBATH Somaralosdirmak
Guide TUJI, IPOBOJIHUK; boaladgi,
BECTH, HANPABJIATh aparmag,istiqamatlondirmok
Invisible HeBuaumerii Goriinmoayan
Return BO3BpAILCHHE, gayitma, golir
puObLTH
Return on TpUOBLTH (C,0T) golir (dan?)
Productive MPOAYKTUBHBIH, Mohsuldar
MIPOU3BOICTBEHHBIN
Input BBOJI, BBOJUMBIi daxili vesait, ehtiyat
pecypc dakTop
MIPOM3BOJICTBA
Gratification BO3HATPAKICHUE miikafat, miikkafatlandirma
Save cracatb, 5KOHOMUTH genaat etmoak, xilas etmok
Savings CoepexeHus saxlama, yigma, toplama,
qonaat
Yield yposkal, mpuObLIb; mohsul, galir, golir gétiirmok,
1OJTy4aTh NIPUOBLIb olda etmok
Consumption [ToTpeGienne istehlak, islotma, sorf etmo
Occur CITy4aThCs, bas vermok
MIPOHUCXOTUTh
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Underground [I0/13€MEJIbE; Yeralti
M0/I3eMHBI T
Miner [Taxtep Saxtaci
Safe 0e30MacHbIH Tohliikasiz
Occupation 3ansaTHe, npodeccus | profesiya, magguliyyet, vazifo
Venture PHUCKOBaHHOE tohliikali miiassisa
NPEANPUATHE
Conservative KOHCEPBaTHBHBIN mithafizokar (k6hnalik
torafdari)
Invent n300peTaTh ixtira, icad etmok
Delivery JIOCTaBKa, MOCTABKa catdirma, yetirma
Generate TIPOU3BOTUTH, hasil etmak, yaratmagq,
BbIpabaThIBATH istehsal etmok
Mousetrap MBIIIEJIOBKA talo, sican tolosi
Interest HHTEpPEC, MPOLEHTHAS faiz, faiz qoymaq
CTaBKa;
WHTEPECOBATH(CA)
Earning 3apaboTOK gazanc, amok haqqi
Lender 3aMMO/IaBell, kreditor, borc veran
KPEIUTOP
Lending CCyJa, 3aeM, KPSIUT istigraz, borc (pul), kredit
Entail BJICYb 32 COOOH, 0z Uizoring gotiirmak
BBI3bIBATH
Core aim LIEHTpaJIbHas, osas maqgsad

IJ1aBHas LCJIb

Invisible hand

HEBUAMMAs pyKa

gdrilnmoyan 3l

Put bluntly I'py6o rosopst kobud desak
Take risks PHUCKOBaTh, OpaTh Ha risk etmok, riski 6z tizarino
celst prCK gotiirmoak
Risk taking PUCK, IPUHATHE riskli, tohliikoali
pucka
A savings and KpPEAUTHO- kredit amanat birliyi
loan cOeperaTeIbHBII
association COI03
Go broke TepreTh puHaHCOBBIA | maliyys iflasina tab gotirmok,
Kpax maliyys itgisi yasamaq
Get paid IIOJTy4YaTh BBIILIATHI haqq almaq, 6danis
On average B cpeanem orta hesabla
Rate of return YPOBEHB IPUOBLIN golir normasi (hardansa)
on (c,0T)
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Exercise 1. Answer the Questions:

1.What is the core aim of economic activity in a market
economy?

2.Where are the highest profits to be found?

3.Where do the capitalists invest a part of today’s
income?

4.Why do people take risks?

5.Why do some investors prefer to invest in risky
ventures?

6.Why are people willing to pay entrepreneurs?

Exercise 2. Buraxilmis s6zlori motndan tapib yerina qoyun:
3anosHuTE MPOOEJIBbI CJT0BAMH U3 TEKCTA:
1. In a market economy, profits are the aim
of economic activities.
2. Those who organize production efforts do so to
their income.
3. Their search for profits is
“invisible hand” of capitalism.
4. The highest profits are to be found in
the goods and services
that potential buyers most want.
5. Capitalists earn
providing three productive inputs.
6. Capitalists are willing to
gratification.
7. Instead of consuming all their today,
they save some of today’s income.
8. They invest those
yield goods and services in the future.
9. These future goods and services will
profits that can then be used.

by the famous

on their efforts by

their own personal

in activities that will
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10. This money can be used to finance or
additional investment.

Exercise 3. Give the Azerbaijan and Russian equivalents of
the phrases

1. the core aim of economic activities
2. to try to do sth.

3. invisible hand of capitalism

4. to be found in producing the goods

5. apotential buyer

6. to earn a return on one’s efforts

7. to save income

8. to invest the same savings in activities
9. to finance additional investment

10. to make a profit

11. to loose one’s wealth

12. to invest in risky ventures

13. the better delivery of old product

14. to generate profits

15. to invent a “better” mousetrap

16. to require profit

17. to generate responsibility

Exercise 4. Match the definitions of the words

1. core a. a the money that you earn for the work
that you do

2. potential b. to produce or design smth that has not
existed before

3. savings c. a business project or activity, especially
one that involves taking risks

4. risky d. a person or an organization that lends
money

5. venture e. money that you have saved, especially
in a bank

6.invent f. the central part of an object
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7. lender g. that can develop into smth or be
developed in the future

8. earnings h. involving the possibility of
smth bad happening

Exercise 5. U¢ variantdan (a, b, c) diizgiin olam secin:
N3 Tpex BapHAHTOB NPOA0JIKEHUs MPeaJioxKenusi (a, b, ¢ )
BbIOEpHUTE NPABUJIbHBII:

1. Those who organize production efforts do so a) to
finance consumption; b) to maximize their income; c¢) to
perform a dangerous job.

2.When sold, these future goods and services will yield
profits that a) lose their wealth and become poorer; b) mean the
payment for delayed gratification; c) can then be used to
finance consumption or additional investment.

3. The entrepreneur, by inventing a new product or
process, or by organizing the better delivery of old product a)
generates profits; b) provides capital by not consuming; c)
generates responsibility.

Exercise 6. Translate the text
SHARE CAPITAL AND DEBT

Capital is the money that a company uses to operate and
develop. There are two main ways in which a company can
raise capital, that is find the money it needs: it can use share
capital or loan capital,from investors. These are people or
organizations who invest in the company: theyput money in
hoping to make more money.

Share capital is contributed by shareholders who put up
money and hold shares in the company. Each share represents
ownership of a small proportion of the company.
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Shareholders receive periodic payments called dividends,
usually based on the company’s profit during the relevant
period. Capital in the form of shares is also called equity.

A venture capitalist is someone who putsup money for a
lot of new companies.

Loan capital.Investors can also lend money,but then they
do not own a small part of the company. This is loan capital,
and an investor or a financial institution lending money in this
way is a lender. The company borrowing itis the borrower and
may refer to the money as borrowing or debt. The total amount
of debt that a company has is its indebtedness.

The sum of money borrowedis the principal. Thecompany
has to payinterest, a percentage of the principal, to the bor-
rower,whether it has made a profitinthe relevant period or not.

Security.Lending to companies is often in the form of
bonds or debentures, loan with special conditions. One
condition is thatthe borrower must have collateral or security:
that is , if the borrower cannot repay the loan, the lender can
take equipment or property, and sell it in order to get their
money back.. Thismay be anasset whichwas bought with the
loan.

Leverage.Many companies have both loan and share
capital. The amount of loan capital that a company has in
relation to its share capital is its leverage. Leverage is also
called gearing inBrE. A company witha lot ofborrowing in
relation to its share capital is highly leveraged or highly geared.
A company that has difficulty in making payments on its debt
is overleveraged.
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It is interesting to know.

Which word? Actual /current/ present/affect/effect

Actual does not mean current or present. It means “real” or
“exact”

For ex. I need the actual figures, not an estimate

Present — ‘existing or happening now’.

For ex. How long have you been in your present job?

Current also means existing or happening now; but can
suggest that the situation is temporary:

For ex: The factory can’t continue its current level of
production.

Affect verb= to have an influence on smb /smth

For ex. Does television affect children’s behavior?

Effect noun= result, influence

For ex. Does TV have an effect on children’s behavior?

Effect verb is formal and means “to achiever produce”.
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LESSON 19
PROFITS(continue)

The fruit of successful market competition takes the form
of profits. By introducing new goods, new technology, or new
forms of organization, or by finding new markets or new
sources of raw material, entrepreneurs can earn profits. The lure
of profits inspires alertness, creativity, judgment, and risk
taking. Similarly, workers who perform better will, all other
things being equal, get bigger raises and more promotions.

The pursuit of profits, in the two hundred years since the
industrial revolution, has changed the world in many respects. The
horse and wagon have been replaced by the railroad, the
automobile, and the airplane. The open-hearth fire has yielded to
the electric stove and microwave oven. The telephone wire and the
electromagnetic wave transmit news that previously traveled by
ship or pony. The competitive process that has brought about these
enormous changes is governed by rules that, taken collectively, are
called the market economy or the system of private property. This
system recognizes the right of each person to use his property as he
sees fit, and to keep the fruits of his labor. This leaves the worker
free to pursue the occupations for which he thinks himself or herself
best suited. It leaves the entrepreneur free to explore new forms of
production.

Despite its importance to modern economic life, competition
is not the be-all and end-all of economic activity. The modern
market economy is as much a system of cooperation as it is a
system of competition. Within the family and within the firm,
between the customer and the supplier, we cooperate to achieve our
ends. This cooperation is as vital as competition to a productive
economy.
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VOCABULARY
Fruit Gbpykr, mioj meyva, bohra
Raw CBIPbE; ChIPEBBIC xammal
(mamepuanvt)
Lure MpUMaHKa talo yemi (mac)
caziba
Inspire BIOXHOBIISATh ruhlandirmag,
hovoslondirmok
Alertness OIUTCIBHOCTD, diqqat, etina, iltifat,
BHHUMATEIbHOCTD sayiqliq, ayiqliq
Creativity TBOPYECKHE CIIOCOOHOCTH yaradiciliq
gabiliyyati
Perform COBEpIIATh, JCHCTBOBATh icra etmok, foaliyyat
gbstormak
Promotion npoABmKeHUE(mosapa, no iraliloyis, iraliloma
cnyacoe) (arzaq, xidmatda)
Pursuit npecienoBanue (yeuu) toqib etmo, dalinca
dysma, ¢atma
(mogsado)
Respect OTHOIIICHHE, YBAKCHUE minasibat, hérmot
Replace 3aMEHSTh, 3aMEIATh dayismok,
yerlosdirmoak
Hearth ouar ocaq (mac) manba,
yuva
Wave BOJIHA Dalga
Transmit nepeaaBarh vermok, 6tiirmak,
ke¢irmok
Enormous OTPOMHBII boyiik, ¢ox
Govern YIPaBJIATH idars etmok
Rule NPaBUIIO, 3aKOH gayda, qanun
Fit COOTBETCTBOBATD, yarasmagq, uygun
IOAXOIUTH; golmok, miinasib
COOTBETCTBYIOIIUH,
TOIXO TSN
Pursue CIIeZIOBaTh, MIPECIEI0BATH izlomak, dalinca
diismok
Vital KM3HEHHO Ba)KHBIN mithiim shomiyyatli
Raw material ChIpbE xammal
Taken B3SITBIC BMECTE birgs gotiiriilmiis,
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collectively gobul edilmis
Keep the fruits XPAHUTH TUIOIBI bohrasini qoruyub
saxlamaq, miihafiza
etmok
Leave free OCTaBJIATh BO3MOXHOCTb sorbast buraxmaq
Best suited JIyd4Ile BCEro an yaxs1 uygun
COOTBETCTBYIOIINH galon, ola
uygunlasdiriimig
Be-all CYTh mahiyyot, mogz
End-all rJIaBHas LeJb osas magsad

Exercise 1. Answer the Questions:

1. What form does the fruit of successful market competition
take?

2.How can entrepreneurs earn profits?

3.What do workers who perform better, get?

4. What have the horse and wagon been replaced by?

5.What has the open-hearth fire yielded to?

6.What does the system of private property recognize as
the right of each person?

7.What is the worker left free to pursue?

8.Why cannot competition be called the be-all and end-all
of economic activity?

9.Why do we cooperate?

10. Why is cooperation vital to a productive economy?

Exercise 2. Buraxilmis s6zlari matndon tapib yerina qoyun:
3anoyqHuTe MPOOGEJIBI CT0BAMH U3 TEKCTA:

1. By introducing new goods or new forms of
organization entrepreneurs can profits.

2. The lure of profits alertness, creativity,
judgment, and risk taking.

3. Similarly, workers who perform better will, all other
things being ____, get bigger raises and more promotions.

4. The pursuit of profits has changed the world in many
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5. The horse and wagon have been by the
railroad and the automobile.
6. The open-hearth fire has to the electric

stove and microwave oven.

7. The competitive process has brought about these

changes.

8. This system _____ the right of each person to use his
property as he sees fit.

9. This leaves the worker free to pursue the occupations
for which he thinks himself best .

10. It leaves the entrepreneur free to new
forms of production.

Exercise 3. Give the Russian and Azerbaijanequivalents of
the phrases.

the fruit of successful market competition

to earn profit

an open-hearth fire

electromagnetic wave

to recognize the right of each person

to keep the fruits of one’s labor

to leave smb. free

to explore new forms of production

to be the be-all and end-all of economic activity
10. to be a system of cooperation and competition
11. to cooperate to achieve one’s ends

12. to inspire creativity

13. to perform better will

Dl
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Exercise 4. Match the definitions of the words

1. raw a. the act of doing smth. together or of

working together towards a shared aim
2. alertness b. to pass smth from one person to another
3. pursuit c. the quality of being important

4. transmit d. in its natural state; not yet changed,
used or made into smth, else

. importance e. the act of following or chasing smb.

. cooperation f. aware of smth, especially a problem or
danger

AN

Exercise 5. U¢ variantdan (a, b, c) diizgiin olam segin:
N3 Tpex BapHAHTOB NPOA0JIKEHUs peaJioxkenusi (a, b, ¢ )
BbIOepHUTe NPABUJILHBIN:

1. By introducing new goods or new forms of orga-
nization, entrepreneurs a) can earn profits; b) have been repla-
ced by the railroad; c) keep the fruits of his labor.

2. This system recognizes the right of each person a) to
explore new forms of production; b) to use his property as he
sees fit; ¢) to travel by ship or pony.

3. The modern market economy is as much a system of
cooperation as it is a) the electric stove and microwave oven; b)
the form of profits; ¢) a system of competition.

Exercise 6. Ciimlalori Ingilis dilina torciims edin
IlepeBenure npeaioKeHNs HA AHIJIMHCKUH A3BIK

1. CxomabiM oOpa3om pabodume, KOTOpbIe nydiine pado-
TaloT, CTAHYT, MPU MPOYUX PABHBIX COCTABISIOLINX, MMOIY4aTh
0oJiee BHICOKHE TIPUOABKHU.

2. IlpumaHka, KOTOPYIO NHpEACTaBisieT cCOoO0OW NpUOBLIb,
npoOykJaaeT BHUMAaHHUE, TBOPYECKHUE CIIOCOOHOCTH, CIIOCO0-
HOCTB K CY)KJICHHUIO M IPUHSATHIO PUCKOBAHHBIX PEIICHUI.

3. IImoapl ycnemHoi peIHOYHON KOHKYpPEHIIMH 00peTaroT
dhopmy IpuOBLIH.

147

4. OTa cucremMa MPU3HAET MPaBO KaXkKIOTO YEJIOBEKA MCIIONb-
30BaTh CBOIO COOCTBEHHOCTH TaK, KAK OH CUMTAET HEOOXOIUMBIM.

5. OroHb B OTKpBITOM oOdYare YyCTYHWJI MECTO DJEKT-
PUYECKOH IUIUTE U MUKPOBOJIHOBOM IIEYH.

6. Ota crcTeMa peocTaBysieT padodeMy CBOOO Y HCKaTh 3aH-
SITHE, K KOTOPOMY, KaK OH TI0JIaraeT, OH 00JIee BCEro MPHCIOCOOIICH.

7.0t1a cucreMa JaeT MPEIIPHUHUMATETI0 BO3MOXKHOCTH
UCCIIeIOBab HOBBIE CIIOCOOBI MPOU3BOJICTBA.

8. TenedoHHBIM TPOBOJ W JJICKTPOMATHUTHAs BOJIHA
nepealoT HOBOCTH, KOTOPBIE IO ATOTO MYTELIECTBOBANIU C TO-
MOIIIBIO KOopabIiel 1in JIomIaei.

9. HecmoTpss Ha CBOIO BaXHOCTH JJIsi COBPEMEHHOM
HSKOHOMMYECKOM KU3HU, KOHKYPEHLUS HE SIBJISETCS CYThIO U
KOHEYHOH IIEJIHI0 DKOHOMHUYECKOUIEITEIbHOCTH.

10. Ota koomepanus CTOJb K€ >KMU3HEHHO Ba)KHA IS
MPOIYKTUBHOW YKOHOMUKH, KaK ¥ KOHKYPEHIIHSL.

Hekosk

1. Eyni iisulla yaxsi isloyan iscilor daha yiiksak slava
golir alacaqlar.

2. Moanfaati 6ziinds ifads edan calbedicilik, yaradiciliq
qabiliyyati, riskli qorarlarin miizakiro edilmosi vo qobulu
qabiliyyati, maraq oyadir.

3. Miiveaffoqiyyatli bazar rogabatinin bohrasi monfaat
formasini oldo edir.

4. Bu sistem hor bir insanin 6z miilkiyystindon 6ziiniin
istadiyi kimi istifado etmok hiiququnun vacibliyini tosdiq edir.

5. Agiq ocaqda olan od 6z yerini elektrik plitasino va
mikrodalgali sobaya verdi.

6. Bu sistem is¢iya Oziiniin hesab etdiyi, daha ¢ox
vardis etdiyi is axtarmagq tigiin sarbastlik verir.

7. Bu sistem sahibkara istehsalin yeni iisullarini
axtarib tapmaq imkan1 verir.

8. Telefon moftili vo elektromaqnit dalgasi yeni
xabarlar verir, hanst ki, indiyadok gomilorin yaxud atlarin
koémayi ilo meydana galirdi.

9. Miiasir iqtisadi hayat {i¢iin vacib olmasina baxmayaraq
rogabat iqtisadi foaliyyatin mahiyyati vo son moagsadi deyildir.
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10. Bu kooperasiyada ragabst kimi mohsuldar iqtis-
adiyyat ticlin hayat qadar vacibdir.

It is interesting to know.

Describing organizations

An organization may be a business, a company, an
institution, a club or a group of people who work together for a
particular aim. The people who lead an organization, a
government or society can be called people in authority.

Describing ideas

An strong opinion can be called a belief. A set of beliefs can
be a theory about a particular subject. Some actions are the
expression of particular ideas. A set of beliefs and practices can
make a whole system, especially a political or economic system

such as capitalism.

Jokes about Economics and Economists

1. Manager: “For a man with no experience, you are
certainly asking for a high salary.”

Applicant: “Well, the work is much harder when you
don’t know what you’re doing!”

2. We have 2 classes of forecasters: those who don’t
know ... and those who don’t know that they don’t know.

3. A traveler wandering on an island inhabited by
cannibals comes upon a butcher’s shop. This shop specializes
in human brains differentiated according to source.

The sign in the shop reads:

Artists’ Brains $ 9/1b

Philosophers’ Brains $ 12/1b

Scientists’ Brains $ 15/1b

Economists’ Brains $ 19/1b

Upon reading the sign, the traveler noted, “My! Those
economists’ brains must be popular!”

To which the butcher replied, “Are you kidding? Do you have
any idea how many economists you have to kill to get a pound of
brains?!”
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LESSON 20
INVESTMENT

In the United States, investment accounts for about one-
sixth of gross national product (GNP). Yet investment occupies
a much more important role in policy discussions than this
share of production might suggest. The two main reasons for
this are that investment is volatile and, therefore, a cause of
business fluctuations and that investment contributes to
economic growth.

Concern with these issues of business cycles and growth
has led to very active tax policy toward investment during the
postwar years, as a succession of governments has tried to
influence the level, pattern, and timing of investment spending.
Such policies have been effective. At the same time many
other, uncontrollable factors continue to influence investment.

Although in general the word “investment” may denote
many types of economic activity, economists usually use the term
to describe the purchase of durable goods by households,
businesses, and governments. Private investment is commonly
divided into three broad categories: residential investment, which
accounts for about a quarter of all private investment (in the USA
2577 percent in 1990); nonresidential, or business, fixed
investment, which accounts for most of the remainder; and
inventory investment, which is small but volatile. Business fixed
investment, in turn, is composed of equipment and nonresidential
structures.

Equipment now makes up over three-quarters of business
investment.

Investment helps increase productivity by raising the level
of capital per worker and, perhaps, hastening the adoption of
new technologies.

One more reason for so much interest in investment
behavior is its apparent role in influencing business cycles.
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Investment is a volatile component of GNP, falling sharply during
recessions and rising just as sharply during booms. As the
economy went into a deep recession in the early eighties, for
example, real GNP in the USA fell 3 percent between 1981 and
1982, but investment fell in real terms by 18 percent. In the
following year, as the expansion began, GNP rose 4 percent while
investment rose 13 percent.

Why is investment so volatile? The key lies in the nature
of the investment process. Investment decisions often require
long lead times, and their consequences are as durable as the
investment goods themselves.

While fluctuations in output exert a strong influence on
investment behavior, the costs of investing matter, too. These
costs include the prices of capital goods themselves, as well as
interest rates, required returns to equity owners, and the taxes
that firms must pay on the profits that the investments generate.

VOCABULARY
Invest HMHBECTHPOBATh investisiya qoymagq
Account OTYYT, CUET; AaBaTh OTYET hesab, hesabat,
hesabat vermok
Account for O0OBSICHATH izah etmok
Gross 60JIBIIION, COBOKYIHBIN boyiik, imumi
Share JI0JIs1, aKIHS; AETUTh pay, sohm, bélmok
Volatile N3MEHYUBBIH, doyisken, geyri sabit
HENOCTOSIHHBIHN
Fluctuation KosiebaHue doyismo, enib-qalxma
(qiymat)
Contribute BHOCHUTb, JOIOJHATh alava etmok, daxil
etmok
Concern 03a00UeHHOCTBD, 3200Ta qay§gy, fikir, tolas
Issue ITyHKT, TIpo0iema, problem, tosdiq, sort,
yTBEpKICHHE, MOJIOKECHHE; montaqo, nosr
H371aBaTh, etdirmoak, ¢ixarmaq
Cycle KPYT, HUKI dovr, dairs
Succession TIOCJIEIOBATEIEHOCTh ardicilliq, montiqlilik
Influence BIIUSTHUE; BIIUATH tosir, tosir etmoak
Pattern MOJIeJIb, CIIOCO0, CXeMa sxem, model, niimuna
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Uncontrollable HEKOHTPOJIHMPYEMBIif nazarat edilo bilmayan,
nozaratdonkonar
Denote 0003HaYaTh, yKa3bIBaTh gbstormok
Durable JUITMTENBHBIHA, JUINTEIEHOTO stirokli, uzunmiiddoatli
0JIb30BAHHS
Household JIOMalIHee X03sIiCTBO ev tosarriifat
Residential OTHOCSIIMNCS K TPaXXIaHCKOMY yasayis yeri
CTPOUTEIILCTBY
Nonresidential HE OTHOCSIIITHUICS K geyri- yasayis yeri
TPaXKIAHCKOMY CTPOUTEIBCTBY
Fixed YCTaHOBJICHHBIH, daimi, doyismoz
(hUKCHPOBaHHBII
Remainder OCTaTOK galiq
Compose COCTaBIISITh ibarat olmag, tortib
etmok
Hasten TOPOIUTH tolosdirmok,
siiratlondirmak
Apparent OUEBHUIHBII aydin, agkar, siibhosiz
Sharp OCTpBbIH, Pe3KHit kaskin, iti
Recession cnajn (8 9koHomuKe) diismo, enmo
(igtisadiyyatda)
Boom OyM (TI0JbeM B 9KOHOMHKE) galma, ¢goxalma
(igtisadiyyatda inkisaf)
Term TEpMHH, IOKa3aTellb, YCIOBHE termin, gostarici, gort
Expansion pacuIupeHne, SKCIaHCust geniglonmo
Require TpeboBaTh tolob etmok
Consequence CJICJICTBHE; TIOCTIEACTBHE natico
Output BBIXOJ, BBIIYCK (1pOO0yKyuu) hasilat, buraxma,
gixartma
Exert OKa3bIBaTh (81usAHUE) gostormak (tasir)
Matter CyTb, JIeJI0; 3HAYUTD is, ohomiyyati olmaq,
monasi olmaq
Rate CTelleHb, CTABKA (MpoyeHmHas) norma, doracs (faiz)
Equity aKTHBBI, YUCTAsI CTOUMOCTD kapitalin tomiz doyari,
KaruTaia, aAKLUs sohm, aktiv
Gross BaJIOBOM HAIIMOHAJIBHBIN imummilli mahsul
nationalproduct npoaykt (BHII)
(GNP)
Policy 00CYK/ICHHS TOTUTHKH siyasi miizakiralor
discussions

Business cycle

LIMKJI I€JI0BOM aKTUBHOCTH,
OU3HECIIMKIT

biznes miiddati, dovrii,
silsilo

Capital per
worker

J0JId KalliTala Ha pa60qer0

hor fohloys diigon pay,
hisso
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Fall sharply pe3Ko MmajiaTh koskin sokilds diismok
Real terms peabHble IOKa3aTeIH real gostarici
Lead times BpeMs pean3anun investisiya qoyma
WHBECTHIIMOHHBIX TUIAHOB vaxtini reallagdirma
Investment WHBECTUIIMOHHbIe(KAaUTalIbHbIE) | osas kapital, investisiya
goods TOBApbI, OCHOBHOH KalMTAal mallar1
Capital goods cpezncTBa MPOU3BOCTBA, istehsal vasito vasaiti,
OCHOBHOM KanuTa asas kapital
Interest rates TPOLICHTHBIE CTABKU faiz normasi

Exercise 1. Answer the Questions:

1.How much of the US GNP does investment account for?

2.Why does investment cause business fluctuations?

3.What have the US governments been trying influence
during the postwar years?

4.What do economists describe with the term
“investment™?

5.What categories is the private investment commonly
divided into?

6.How much of the US total private investment does
residential investment account for?

7.What is business fixed investment composed of?

8.How does investment influence business cycles?

9.Why is investment so volatile?

10. What do the costs of investing include?

Exercise 2. Buraxilmis s6zlari motndan tapib yerina qoyun:
3anosHuTe NPOOEbI CJIOBAMHU U3 TEKCTA

1. Investment occupies a much more important role in
policy discussions than this share of production might

2. Investment is and, therefore, it causes
business fluctuations.
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3. A succession of governments has tried to
the level, pattern, and timing of investment spending.

4. At the same time many other, factors
continue to influence investment.

5. Private investment is commonly into three
broad categories.

6. Business fixed investment is of equipment

and nonresidential structures.
7. Investment helps increase productivity by raising the
of capital per worker.
8. Investment is a component of GNP.
9. Investment decisions often require long
times.
10.The consequences of investment decisions are as
as the investment goods themselves.

Exercise 3. Give the Russian and Azerbaijan equivalents of
the phrases.

gross national product

to occupy an important role in sth

share of production

investment contributes to economic growth
to try to influence sth.

timing of investmentspending

to continue to influence investment

Nk —

Exercise 4. Match the definitions of thewords.

l.investment a. to mean smth

2.share b. the fact of a series of events being repeated
many times, always in the same order

3.fluctuation c. the act of investing money in smth

4.cycle d. a sudden increase in trade and
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economic activity

5.denote e. to influence smb/smth

6.fixed f. frequently changes in size, amount, quality

7.exert g. to divide smth. between two or more
people part or amount of smth

8.boom h. staying the same; not changing

Exercise 5. Ciimlalori Ingilis dilins torciima edin
IlepeBenure npeaioKeHNs HA AHTJIMHCKUH A3BIK

1. B CIHIA wuHBECTHIIMM COCTaB/ISIOT OKOJO OJJHOH
IIECTOM YaCTH BaJOBOTO HAIIMOHAJIBHOTO MPOAYKTA.

2. VuBecTHUMM SBISIOTCS MCTOYHUKOM KOJIeOaHWM B
cdepe OuzHeca.

3. O3a004YEHHOCTH ATHUMH BOMPOCAMHU TPHUBETIA K OUYCHb aK-
THBHBIM JIUCKYCCHSIM B c(hepe MOTUTUKU HAJIOTO00IaKEHHSI.

4. B TO Xe BpeMsi MHOTHE JpYyrue, HEKOHTPOJIUPYEMbIE
(hakTOpPHI MPOJIOKAIOT OKA3BIBAThH BIIMSIHUE HA WHBECTHIIHH.

5. CroBO «WHBECTHIIMH» MOXET O003HAauaTh MHOTHE
BH/IbI SKOHOMHUYECKOH 1€ TeIbHOCTH.

6. DKOHOMHCTBI OOBIYHO HCHOJNB3YIOT 3TOT TEPMHUH JIJIS
0003HaYeHMsI TOKYTIKH TOBAPOB UTUTEIHHOTO MOJIH30BaAHMSI.

7. YacTHBICE WHBECTUIIMHA OOBIYHO TMOAPA3IACISIOTCS Ha
TP KPYIHBIE KATETOPHH.

8. ObopymoBaHME COCTaBISET ceWYac OKOJO Tpex
4yeTBepTel MHBECTUINI B OM3HEC.

9. MHBecTUIMY MMOMOTAIOT YBEJIMYHUTH MIPOU3BOUTEILHOCTh
MyTeM yBeNMYEeHHs1 00beMa KanuTaja Ha OJJHOrO pabodvero.

10. lHBeCTULIMOHHBIE PENICHUs Uil CBOErO BHEIPECHUS
4acTo TPEOYIOT J0JITOTOBPEMEHHU.
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1. ABS - da investisiyalar {imumi milli mohsulun
altida bir hissasini toskil edir.

2. Investisiya  biznes  sferasinda  enib-qalxma
monboayidir.

3. Bu mosaloloro gqaygi vergiqoyulusu siyasoti sfera-
sinda ¢ox foal diskussiyalara gotirib ¢ixardi.

4. Eyni zamanda bir ¢ox nozarotsiz amillor inves-
tisiyaya tosir etmokdo davam edirlor.

5. «Investisiyalar» sozii iqtisadi foaliyyotin bir gox
noviini ifads edo bilor.

6. Igtisadgilar adoton bu termindon uzun miiddot
islodilon mallarin ifads etmok {i¢iin istifados edirlor.

7. Soxsi investisiyalar adoton 1ii¢ iri kateqoriyaya
boliiniir.

8. Avadanliq indi biznesds investisiyalarin dérdds ii¢
hissasini toskil edir.

9. Investisiyalar bir isciyo diison kapital hocminin
artirilmasi yolu ilo mohsuldarligl artirmaga kémok edir.

10. Oziin {i¢iin investisiya qorarlarin1 hoyata kegir-
mokdon 6trii uzun miiddat tolab olunur.

Exercise 6. U¢ variantdan (a, b, c) diizgiin olan secin:
N3 Tpex BapuaHTOB NMPOI0JIKEHH S
npeasioxxkeHus (a, b, ¢ ) BbioepuTe NpaBUJIbHbI:

1. Concern with these issues of business cycles and growth
has led to a) the purchase of durable goods by households, bu-
sinesses, and governments; b) residential investment; c) very
active tax policy toward investment during the postwar years.

2. Economists usually use the term “investment” to
describe a) the purchase of durable goods by households,
businesses, and governments; b) the level, pattern, and timing
of investment spending; c) residential investment, which
accounts for about a quarter of all private investment.
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3. Investment helps increase productivity by a) very
active tax policy toward investment; b) over three-quarters; c)
raising the level of capital per worker.

DIALOGUE

Russian :How do you assess the investment climate in
your country ?

Foreign :As quite favourable. Foreign investment have
been flowing into our country at an accelerating rate since we
stared our transition to a market economy.

R : Who invests capital in your country ?

F:Both foreign companies and individuals. TheUS heads
the list of the major investors. The investment policy pursued
by the government focuses on foreign dorect investments, I
mean setting up joint ventures and establishing foreign
branches or subsidiaries.

R :What is the major reason for this striking growth of
foreign investments ?

F:Investors are willing to invest because of tworeasons :
increase in the middle class that is driving economic
development, and the decrease in politically motivated
interference in the free market.

R :Do you think the situation will continue ?

F:Definitely, the government have announced plans to
privatize the banking, insurance, power, oil, steel and
telecommunications industries, which is sure to encourage still
more capital inflows.

R:We know that your investment policy envisages setting
up special economic zones as an additional vehicle for
attracting foreign funds. Has anything been done in this
direction yet ?

F:Our National Technology Park has been designated for
this purpose. There are highly trained workers, scientific and
production facilities in this locality.
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R :Will the local companies benefit from this ?

F:0Of course. The benefits will include exemptions from
all realestate taxes, as vwell as several options for the reduction
of income taxes.

R :It’s been very interesting, thank you.

It is interesting to know.

V. Describing actions

An event may be a ceremony, a festival or a celebration.
It could be public, private, official or social.

An occasion is a time when something happens. For
example, a referendum is an occasion when all the people at a
country can vote on an important issue:

Something that somebody does, or something that happen
may be described as an act, an action, an activity or a process
(= a series of connected actions) when a noun is very closely
linked to a verb it may be defined in terms of the verb as the act
/action/activity/process of... for example, one of the meanings
of achievement is ‘the act or process of achieving smth’:

Your experience is the things you have done and the
knowledge you have gained: an experience is something that
has happened to you. For example, cosmopolitan means
‘having or showing wide experience of people and things’.
Conversion is the process or experience of changing your
religion.

Things happen repeatedly (= several times, one after the
other), continuously (without stopping), occasionally or rarely
(not very often)
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Jokes about Economics and Economists

1.While the brokers at the investment company were calling
potential customers, the president of the firm stopped outside an
office door to eavesdrop on a new employee. He listened as the
young man convinced eight people to move their stock portfolios
to him.

2. The boss approached the young man and said, “I’ve be-
en listening in, and I must say I’'m impressed with your ability.
Where did you learn so much about talking to investors?”

“Yale, sir,” the young man answered.

Impressed, the boss said, “Oh, that’s fine, just fine. And
what’s your name?”

“Yackson,” he replied.

3.They say that Christopher Columbus was the first
economist. When he left to discover America, he didn’t know
where he was going. When he got there he didn’t know where
he was. And it was all done on a government grant.
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LESSON 21
INSURANCE

Insurance plays a central role in the functioning of
modern economies. Life insurance offers protection against the
economic impact of an untimely death; health insurance covers
the sometimes extraordinary costs of medical care; and bank
deposits are insured by the federal government. In each case a
small premium is paid by the insured to receive benefits should
an unlikely but high-cost event occur.

At the core of the insurance problem lies the concept of
risk or the variation in possible outcomes of a situation.

The effective response to risk combines two elements:
efforts or expenditures to lessen the risk, and the purchase of
insurance against the risk that remains.

In exchange for a premium, the insurer will pay a claim
should a specified contingency, such as death, medical bills, or
shipment loss, arise. The insurer is able to offer such protection
against financial loss by pooling the risks from a large group of
similarly situated individuals. With a large pool, the laws of
probability assure that only a tiny fraction of insured shipments is
lost, or only a small fraction of the insured population will be
hospitalized in a year. If, for example, each of 100,000 individuals
independently faces a 1 percent risk in a year, on average 1,000
will have losses. If each of the 100,000 people paid a premium of
$1,000, the insurance company would collect a total of $ 100
million, enough to pay $ 100,000 to anyone who had a loss. But
what would happen if 1,100 people had losses? The answer,
fortunately, is that such an outcome is exceptionally unlikely.
Insurance works through the magic of the Law of Large Numbers.
This law assures that when a large number of people face a low-
probability event, the proportion experiencing the event will be
close to the expected proportion. For instance, with a pool of
100,000 people who each face a 1 percent risk, the law of large
numbers dictates that 1,100 people or more will have losses only
one time in 1,000.
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In many cases, however, the risks to different individuals
are not independent. In a hurricane, airplane crash, or epidemic,
many may suffer at the same time. Insurance companies spread
such risks not only across individuals but also across good
years and bad, building up reserves in the good years to deal
with heavier claims in bad ones. For further protection they also
diversify across lines, selling health insurance as well as
homeowners’ insurance, for example.

VOCABULARY
Impact pe3ysbTatT, BO3ICHCTBHE tosir, natica
Untimely Oc3BpeMeHHas, vaxtindan avval
peX/JIeBpeMeHHas
Extraordinary CBEPXBYCTECCTBCHHAS fovgalada
Insurer CTPaxOBIIMK, sigorta edon
CTpaxoBaTesb
Insured 3aCTPaxOBaHHBII sigorta olunmus
Expenditures PacXoJIbl, U3ACPIKKH masraflor, xarclor
Lessen YMCHBIINTh azalmaq, azaltmaq
Contingency CIIy4aiHOCTb tosadiifi
Pool IyJI; CIIUBATh, CBOJHUTH birlogdirmok
BOC/IMHO, COC/IHSATh
Assure YBEPSATh, TAPAHTUPOBATH omin etmoak
Tiny MaJICHbKHH balaca
Fraction JIOJIsI, 9aCTh, QPAKITHS hisso, pay
Exceptionally HCKJIIOYUTENILHO miistosna olaraq
Hurricane yparad firtina
Crash karactpoda goza
Reserve 3aI1ac; 3amacarth, ehtiyat, ehtiyat
pe3epBUPOBATH yigmagq
Diversify pa3Ho00pa3uTh, forqlondirmak
JIUBEPCUPHUITMPOBATH
Life insurance CTpaxoBaHHUE KU3HU hoyat sigortasi
Health insurance CTPaXOBaHKE 3[0POBbS saglamhgm sigortasi
Should an event B ciTy4ae, ecii coobiTre | ogor hadiso bas versa
occur IPOU30UIET
Shipment loss oTepst TPaHCTIOPTa dasinma zamani itki
Laws of probability TEOpHs BEPOSITHOCTH miimkiinlik
Nnazariyyasi
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Exercise 1. Answer the Questions:

1.What sort of protection does life insurance offer?

2.Who insures bank deposits?

3.What concept lies at the core of the insurance problem?

4.What will the insurer pay in exchange for a premium, and
when?

5.By what means is the insurer able to offer protection
against financial loss?

6.How do insurance companies spread risks?

Exercise 2. Agree or disagree with the following statements.

1) Insurance is a contract for reducing losses from accident
incurred by an individual party through a distribution of the risk of
such losses among a number of parties. 2) Insurance is an
arrangement with a company in which you pay them money each
year and they pay the costs if anything bad happens to you, such as
an illness or an accident. 3) To insure means to sell insurance to
protect yourself against something bad happening to you. 4) The
insurer is a person who plays a confidence trick on you in order to
get your money. 5) The insurer is someone who deceives people to
gain money. 6) The insured is a victim of insurance fraud. 7) The
insurer takes responsibility for paying the insured some specified
amount when the insured incurs losses. 8) The insurer is able to
make up losses much more easily than would the uninsured
individual. 9) To incur means to put yourself in an unpleasant
situation by your own actions
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Exercise 3. Ciimlolori Ingilis dilins torciima edin

IlepeBeauTe NpeaIoKeHNS HA AHTTIMACKUN A3BIK

1....HEBepOSITHBIE M3IEPKKHU HA METULITHCKOE OCITY>KUBAHHE...

2... B clly4ae, €cld MPOU3OMUIET HEOXKHUJAHHBIH, HO
JOPOTOCTOSIINM UHIUICHT ...

3.... IOKYIIKa CTPAXOBKH HA CIy4ail pucka ...

4...ToMbKO HEOOMNbIIAs JIONS  TPAHCIIOPTUPYEMOTO  TOBapa
MOTEpSIHA. ..

5.... uto mpomsonuio 0b1, ec Ob1 1100 yenmoBek moHecH
oTepH,

6.... OOJBIIOE KOJMYECTBO JIIOLEH CTAJIKABAETCA C
COOBITHEM HU3KOW CTENICHH BEPOSITHOCTH ...

7.... 3aKOH OOJIBIIUX YUCEI AUKTYET ...

8.... pe3ynbTaT UCKIIOYUTEIHFHO HEBEPOSTEH ...

O.... pacmpenenuTh MOJOOHBIE PUCKH HE TOJIBKO MEXIY
(U3HYECKUMU JTHIIAMU

10. ...oHM TaKXe TMPOBOIAT MEKOTPACIEBYIO TUBEPCUU-
KaIlHIo. ..

skkok

1. ... tibbi xidmot {i¢iin aglasigmaz xarclor ...

2. ..g0zlonilmaz, lakin baha qiymotli miinaqiso bas
VErarsa...

3. ... hor ehtimala gars1 riskin sigortalanmasi ...

4. ... dasinan malin yalniz ¢ox da bdylik olmayan
hissosi itirilib ...

5. ... agor 1100 adam itkisi olarsa, na bas verardi?

6. ... adamlarin ¢oxu ehtimal hadisonin asag1 doracasi
ilo Uzlasir ...

7. ... oksar hallarda qanunlar diktos edir ...

8. ... naticasi son doracs inanilmazdir ...

9. ...oxsar risklorin boliisdiiriilmasi yalniz fiziki soxslor
arasinda deyil ...

10. ... onlar hamg¢inin sahoalorarasi diversifikasiya
kegcirirlor.
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Exercise 4.Buraxilmis yerlori uygun galon s6zlorlo doldurun:
3anoJyiuTe MPodeJIbl COOTBETCTBYIOIMMH NPeIJIOraMu:

1. Insurance plays a central role (in, on) the
functioning of modern economies.

2. Life insurance offers protection (for, against)
the economic impact of an untimely death.

3. Health insurance covers the sometimes extraordinary

costs (in, of) medical care.

4. Bank deposits are insured (through, by) the
federal government.

5. (Of, In) each case a small premium is paid by
the insured to receive benefits.

6. (In, At) the core of the insurance problem lies
the concept of risk.

7. The effective response (to, by) ____ risk combines two
elements.

8. In exchange (to, for) a premium, the insurer

will pay a specified claim.

9. The insurer is able to offer protection against financial
loss (by, towards) pooling the risks.

10. (Without, With) a large pool, only a tiny
fraction of insured shipments is lost.

ExerciseSTranslate the text.
Kinds of Insurance

There are some kinds of insurance such as the followings:

1.Life insurance is a contract in writing whereby the
insured person will pay the insurance company stated
premiums, so thathe / shewill receive a certain sum of money
with or without bonuses on reaching a certain ageor at death,
whichever is the sooner.
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2.Property insurance is used to insure against loss from
accidental destruction of property.

3.Marine insurance contracts are written to cover 1. the
vessel,2. the cargo, 3. the freight revenue to be received by the
ship qwner,and 4. legal liability for negligence of the shipper or
the carrie.

There are four major types of liability insurance contracts:

1. liability arising out of theuse of automobiles, 2. liability
arising out of the conduct of a business, 3. liability arising from
professional negligence ( applicable to doctors,lawers, etc.).
and 4. personal liability.The insurance covers all acts
ofstealing. Aviation insurance covers physical damage to the
aircraft and legal liability arising out of its ownership and
operation. Workers’ compensation insurance, sometimes called
industrialinjury insurance, compensates workers for losses
suffered as a result ofwork- related injuries. Industrial injury
insurance is a contract whereby payments are maderegardless
of negligence. Credit insurance covers the risk of bad debts
from insolvency( the inability of a person or company to pay
their debts as they fall due ), death, and disability. Also, credit
insurance covers the riskof loss from export credit because
ofwar or other political causes.

Jokes about Economics and Economists

1. Three guys are fishing in the Caribbean. One guy says,
“I had a terrible fire; lost everything. Now the insurance
company is paying for everything and that’s why I’'m here.”

The second guy says,”l had a terrible explosion; lost
everything. Now the insurance company is paying for
everything and that’s why I’'m here.”

The third guy says, “What a coincidence. I had a terrible
flood; lost everything. Now the insurance company is paying
for everything and that’s why I’'m here.”
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The other guys turned to him with confusion and asked,
“Flood? How do you start a flood?”

2. Life insurance agent to would-be client: “Don’t let me
frighten you into a hasty decision. Sleep on it tonight. If you
wake in the morning, give me a call then and let me know.”
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LESSON 22
TAXATION

Taxation is one of the most prominent and controversial
topics in economic policy.

Taxes are levied by the federal and local authorities, and
embrace different spheres of economy. The most usual taxes
are sales taxes, individual income taxes, property taxes, the
corporation income tax, excise taxes, payroll taxes, etc.

There are four objectives of tax policy: simplicity,
efficiency, fairness, and revenue sufficiency. While these
objectives are widely accepted, they often conflict.

Simplicity means that relations of the taxpayer and the
revenue authorities are as easy as possible. Further, the ultimate
tax liability should be certain. Efficiency means that taxation
interferes as little as possible in the choices people make in the
private marketplace. The tax law should not induce a businessman
to invest in real estate instead of research and development — or
vice versa.

Taxes always affect behavior. Taxing an activity (like
earning a living) is similar to a price increase. With the tax in
place, people will typically buy less of a good — or partake in less
of an activity — than they would in the absence of the tax. The
most efficient tax is a head tax, a tax on each person that is not
affected by that person’s income or by any of the person’s
characteristics. A head tax would not reduce the incentive to work,
save, or invest. The problem with such a tax is that it would take
the same amount from a high — income person as from a low-
income person.

Fairness, to most people, requires that equally situated
taxpayers pay equal taxes (“horizontal equity”) and that better-off
taxpayers pay more tax (“vertical equity”). The problem, though,
is how to judge whether two taxpayers are equally situated. For
example, one taxpayer might receive income from labor while
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another receives the same income from inherited wealth. And
even if one taxpayers is clearly better off than another, there is
little agreement about how much more the better-off person
should pay.

Revenue sufficiency might seem a fairly obvious criterion
of tax policy. Yet, the revenue sufficiency may conflict with
efficiency and with fairness.

Likewise, other objectives of tax policy conflict with one
another. High tax rates for upper-income households are
inefficient but are judged by some to make the tax system fairer.
Intricate legal provisions to prevent tax sheltering and thus make
taxes fairer would also make them more complex. Such conflicts
among policy objectives are a constant constraint on the making

of tax policy.

VOCABULARY
Taxation HaJIOr000JIa)KeHHE vergiqgoyma
Prominent BBIIAIOIIHUNCS moashur
Controversial CIIOPHBI#, BEI3BIBAFOLIUI miibahisali,
CIIOPBI miibahiso doguran
Levy o0Jarath HaJIOTOM vergi qoymaq
Embrace 0XBaTbIBaTh, OOHUMATh ohato etmok
Payroll IUIATEXKHasl BEJOMOCTb maas codvali
Excise aKIM3; aKIU3HbII aksiz
Fairness YECTHOCTH, adalatlilik
CIpaBe IMBOCTh
Sufficiency JIOCTaTOYHOCTh yetarlilik
Interfere BMEIINBATLCS, MELLIATH mildaxils etmok,
mane olmagq
Induce mo0yK/aTh, CKIOHATH (K oyatmagq,
yemy-1ubo) meyllogdirmak
Shelter YKpBITHE, 3aIUTa siginacaq, miidafio
Partake MIPUHUMATh y4aCTHE istirak etmo
Absence OTCYTCTBHE istirak etmoma
Horizontal TOPU30HTAIBHBIN ifigi
Vertical BEPTUKAJIBHBIN saquli
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Taxpayer HaJIOTOIIATENbIINK vergi 6doyicisi
Inherit Hacjea0BaTh irson almaq
Likewise CXOJHBIM 00pa3oM oxsar torzdo
Intricate 3aMBICJIOBATBIN, CIIOKHBIN mirakkob,
diisiindiiriicii
Sales tax HAJIOT C ITPOAAXK satiga gora vergi
Individual income MOZOXOJHBIH golir vergisi
tax HAJIOTC(UINIECKOTO JINIA
Property tax HAJIOT Ha COOCTBEHHOCTh miilkiyysto gbras vergi
Corporation KOPITOPAaTHBHBINA golir vergisi
income tax [IOI0XOHBIN HAJIOT
Excise tax AKIM3HBIHA HAJIOT aksiz vergisi
Payroll tax HaJtor Ha (HOHI 3apabOTHOH omak hagqinda
TUTATHI vergi
Head tax HOAYIIHBIH HaJIOT adam basina vergi
Tax sheltering COKPBITHE CPEJICTB OT vergidon yayimmma
HAJIOT000JIKEHHS vasitosi

Exercise 1. Answer the Questions:

1. What authorities are taxes levied by?

2. What are four objectives of tax policy?

3. What does simplicity of tax policy mean?

4.Why can’t tax policy interfere in the choices people
make in the private marketplace?

7.What are the advantages and disadvantages of the head tax?

8. What happens when legal provisions to prevent tax
sheltering become more and more intricate?

9.How do taxes affect people’s behavior in the market?

Exercise 2. Agree or disagree with the following statements.

1) Tax is an amount of money paid by citizens to the
government. 2) Taxation is the system of charging taxes.
3) Taxes are charged to increase revenue for government
expenses. 4) Taxation provides resource allocation. 5) Taxation
ensures income redistribution. 6) Taxation provides economic
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instability.7)  Taxation provides economic regression.
8) Taxation provides economic stagnation. 9) Taxation fails to
provide international competitiveness. 10) Tax evasion is
illegal ways of paying less tax. 11) Tax avoidance is legal ways
of paying less tax.

Exercise 3. Ciimlolori Ingilis dilina torciims edin

IlepeBeauTe NpeaIoKeHN HA AHTTIMACKUN A3BIK

1.... Hanararotcs eiepalbHBIMU U MECTHBIMHU BJIACTSIMU ...

2.... YCTBIPC LCIINU IMOJIUTUKA HaJIOI‘OOGJIa)KCHI/IH

3.... HAJIOroo0IaXKeHNE BMEIIMBACTCS KaK MOYKHO MEHBIIIE ...

4....I/IHBCCTI/IpOBaTB B HCABWXUMOCTb BMCCTO HAYYHBIX
WCCIICIOBAHUM U PA3BUTHS ...

5.... HAJIOTU BCETJa BIUIIOT HA IOBEIEHHUE ...

6.... JIOAM, KaK TPaBWIO, OYAYyT TIOKYIaTh MEHbIIE
TOBApOB ...

7.... HanOoee A GEKTUBHBIN HAJIOT — MOAYIIIHBIA HAJIOT ...

8...00mMee  COCTOSITENBHBIE  HAJIOTOIUIATENBIIMKA  TUIATST
OOJIBILIMIA HAJIOT...

O...MomydaeT TakOW KE JOXOJ C  YHACICTOBAHHOTO
MMYILECTBA...

10. ... 1menmM HaTOroBOW MOJUTUKKA KOH(IIMKTYIOT IIPYT C
JPYTOM ...
skkesk
1. ... federal va yerli hokiimatlotaskil edilir; ...
2. ... vergiqoyma siyasatinin dérd magsadi ...
3. ... vergiqoyulusuna miimkiin gqodor az qarisir ...
4. ..elmi todqgigat vo inkisafin ovozino omlaka maya

goymag ...
5. ... vergilor homigo davranisa tosir edir ...
6. ... adamlar, bir qayda olaraq, az mal alacaqlar ...

7. ... daha somarali vergi — adambasi vergidir ...
8. ... daha imkanli vergi 6doyicilori daha c¢ox vergi
Odayirlar ...
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9. ...irson ke¢mis omlakdan da elo bu ciir monfaat
(golir) aldo edirlor...

10. ...vergiqoyulusunun moagqsadi biri - birilo miinaqgisoya
girmokdir.

Exercise 4. U¢ variantdan (a, b, c) diizgiin olan1 sec¢in:
W3 Tpex BapuaHTOB NMPOI0JI:KEHH S
npeasioxxkeHus (a, b, ¢ ) BbidGepuTe NPaBUJIbHbII:

1. Simplicity means that relations of the taxpayer and the
revenue authorities are a) different spheres of economy; b) as
easy as possible; ¢) vice versa.

2. The tax law should not induce a businessman to a) buy
less of a good; b) take the same amount from a high-income
person as from a low-income person; c) invest in real estate
instead of research and development.

3. Revenue sufficiency might seem a fairly obvious
criterion of a) behavior; b) the ultimate tax liability; c) tax
policy.

Exercise 5. Buraxilmis yerlori felin diizgiin formalari ils doldurun:
3anoJHUTE NPOOEIIBI MPABUIBLHOI (popMmoii raromna:

1. Taxation (have been, has been) one of the
most prominent and controversial topics in economic policy.

2. Taxes (has been, have been) levied by the
federal and local authorities.

3. The most usual taxes (are, is) sales taxes,
individual income taxes, and property taxes.

4. Simplicity (means, mean) that relations of the
taxpayer and the revenue authorities are as easy as possible.

5. Taxes always (affect, affects) behavior.

6. The most efficient tax (are, is) a head tax.
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7. The problem, though, (are, is) how to judge
whether two taxpayers are equally situated.
8. Revenue sufficiency might (seems, seem) a

fairly obvious criterion of tax policy.
9. Intricate legal provisions would also (make, makes)
them more complex.
10. Such conflicts among policy objectives (is, are)
a constant constraint on the making of tax policy.

Exercise 6. Ciimlolori Ingilis dilins torciima edin ITepesennTe
NpeaJIoKeHUsI HA AHIVIMUCKHMH A3BIK

1. Hamorm Bcerma oOKa3bIBalOT BO3IEUCTBHE Ha IIOBE-
nenue. 2. OO0XKeHHE HAJIOTOM TOW WM MHOM IESATEIHLHOCTH
(Hanpumep, 3apabaThIBaHUS CPEACTB HAa JKHU3HB) TOJIO0O0HO
noabemy IieH. 3. Kaxaplii 4enoBek JOJKEH MIATUThbHAIIOTH. 4.
Hanoroo6noxxenre M0DKHO MOIIEPKUBATh CTAOMITHOCTH IICH.
5.HukTo He MOOUT mIaTUTh Hajmoru. 6. Hamoru momKHBI OBITH
pasyMHbIMU. 7.Hayioru OBIBarOT JBYX BUIOB — MPSMBIC U KOC-
BeHHble. 8.Hanbonee 3¢ekTuBHBIN HANOr — 3TO MOIYIIHBIHA
HAJIOT.

Hesksk

1. Vergi homiso oxlaga tosir edir. 2. Bu vo ya digor
faaliyyato vergiqoyulusu (masolon, yasayis iiciin pul gazanmaq)
giymotin galxmasi ilo eynidir. 3 Hoar bir kos vergi 6domalidir.
4. Vergi giymatin sabit galmasin1 miidafio etmalidir. 5. Heg kos
vergi ddomayi xoslamur.

2. Vergilor diisiiniilmiis olmalidir. 7. Vergilor iki formada
olur __ wvasitoli vo vasitosiz. 8.9n effektiv vergi — adambasi
vergidir.
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Exercise 7Match each word or phrase on the left with the
appropriate word or phrase on the right.

1.Tax — the system of charging taxes.

2. Taxation __an amount of money that you must pay to
the government according to your income, property, goods etc.
That is used to pay for public services.

3. Drect taxation ___ the taxing of thethings people buy.

4. Idirect taxation ____ the taxing of income.

5. Icome tax ___ a tax based on the value of someone’s
hause.

6. Poperty tax ___ tax paid on the money that you earn.

7. Sales tax ____ a tax paid by companies on their profits.

8. Corporationtax ___ tax that yopu haveto pay in
additionto the cost of something you are buying.

9. Tax burden a special reduction in taxes thatthe
government allows for a particular purpose.

10. Tax avoidance illegal ways of paying less tax.

11. Tax evasion ____legal ways of paying less tax.

12. Tax break ____ the total amount of taxpaid byan
average person.

13. Tax exile ____ a place where people go to live to
avoid paying high taxes in their own country.

14. Tax haven __ someone who lives abroad in order

to avoid paying high taxes in their own country.

Exercise 8. Translate the text
Classes of Taxes

Taxes are most commonlyclassified as either director
indirect, an example of the former type being the income tax
(inheritance tax, real estate tax ) and of the latter the sales tax
(value-added tax, excise tax).
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Direct taxes are taxes on persons; they are aimed at the
individual’s ability to pay as measured by his income or his net
wealth. Income taxes are levied on total personal net income in
excess of some stipulated minimum. They are also adjusted to
take into account the circumstances influencing the ability to
pay of the individual, such as family status, number and age of
children, and financial burdens resulting from illness. Income
taxes are often levied at graduated rates, that is, at rates that rise
as income rates. Iiheritance taxes are taxes on the money or
property that you give to someone else after you die. Real
estate taxes are taxes imposed upon immovable property
consisting of land, any natural resources, and buildings.

Indirect taxation is a system of collecting taxes by adding
an amount to the price of goods and services that people buy.

Sales tax is a tax that you have to pay in addition to the
cost of something you are buying.

Value- added taxes are taxes on the rise in value of a
product at each stage of manufacture and marketing. Sales tax
levied on the manufacture, purchase, sale, or consumption of a
specific commodity is known as an excise tax.

Jokes about Economics and Economists

1.What’s the difference between a taxidermist and a tax
collector?

The taxidermist only takes the skin.

The tax advisor had just read the story of Cinderella to
hisfour- year — old daughter for the first time. The little girl was
fascinated by the story, especially the part where the pumpkin
turns into a golden coach.

Suddenly she asked, “Daddy, when the pumpkin turned
into a goldencoach, would that be classed as income or long —
term capital gain?”
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2.A couple of weeks after hearing a sermon on psalms
51:2-4 (knowing my own hidden secrets) and Psalm 52:3-4
(lies and deceit), a man wrote the following letter to the IRS:

“I have been unable to sleep, knowing that I have cheated
on my income tax. I understand my taxable income, and have
enclosed a check for $ 150. If still can’t sleep, I will send the rest.”

3.“How have you managed to buy such a luxurious villa
while your income is so low?”” asked the IRS auditor.

“Well,” the taxpayer answered, “while fishing last
summer | have caught a large golden fish. When I took it off
the hook, the fish opened his mouth and said, ‘I am a magical
fish. Throw me back to the sea and I'll give you the most
luxurious villa you have ever seen’. I threw the fish back to the
sea, and got the villa.”

“How can you prove such an unbelievable story?”

“Well, you can see the villa, can’t you?”

4.For every tax problem there is a solution which is
straightforward, uncomplicated and wrong.

5.The kid had swallowed a coin and it got stuck in his throat,
and so his throat, and so his mother ran out in the street yelling for
help. A man passing by took the boy by his shoulders and hit him
with a few strong strokes on the back, and so he coughed the coin
out.

“I don’t know how to thank you, doc...” his mother
stared.

“I’'m not a doctor”, the man replied, “I’m from the IRS”.
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LESSON 23
Text
THE FINANCIAL MANAGEMENT

The financial plan of a company includes the timing and
the amounts of funds, as well as the inflow and outflow of
money. Financial managers also forecast the economic
conditions, the company’s revenues, expenses and profits.

The plan starts and ends with the company’s objectives.
Managers review them and determine the funding they require.
Managers also compare the expenses involved and the revenues
expected. It helps them predict cash flow. Management plans a
strategy to make the ending cash positive, and accordingly
works out the way the resources should be allocated.

Resources are invested according to the strategic plan of a
company into materials and inventory, personnel and
advertising, etc. Managers are responsible for carrying out this
strategy, the whole process being supervised by the General
Executive and the Board of Directors of the company.

VOCABULARY
Outflow OTTOK axin ( daxildon) moxaric
Forecast MPOTHO3; molumat
ITPOTHO3UPOBATH vermak(gabagcadan)
Review OLICHNBATb, qiymatlondirmak, tohlil
aHAJTM3UPOBATh etmok
Predict IIPEICKa3bIBaATh demok (gqabagcadan)
Inventory 3armachel, 000pPOTHEIC ehtiyat, dovriyya
hoHBI fondlan
Personnel MepCOHAJ, IITAT, soxsi heyyat, personal,
JIMYHBIA COCTaB stat
Supervise OCYLIECTBJIATH nozarat etmoak
HAJ130p,HA0II01aTh
Executive HCTIOJIHUTEIIbHBIN icraedici
Cash flow JIBIDKEHME KaIluTala, kapital axini
MIPUTOK M OTTOK
Karurania
General TJIAaBHBIN YIIPABISIOMIAN bas direktor
executive
Board of COBET JIUPEKTOPOB direktorlar surast
Directors
176



Exercise 1. Answer the Questions:

1.What does the financial plan of a company include?

2.What does the plan start and end with?

3.What is the objective of the financial strategy?

4. What are the resources invested into?

5.Who is responsible for carrying out the financial
strategy?

6.Who supervises the whole process?

Exercise 2. Buraxilmis s6zlori matndon tapib yerinas qoyun:
3anmosiHuTe NMPOOEJbI CJIOBAMH U3 TEKCTA:

1. The financial plan of a company includes the
and the amounts of funds.

2. Financial managers also the economic
conditions, the company’s revenues, expenses and profits.

3. The plan starts and ends with the company’s
4. Managers review them and determine the they require.

5. Managers also compare the expenses involved and the
expected.

6. It helps them predict flow.
/. Management plans a___to make the ending cash positive.

8. The accordingly works out the way the resources
should be

9. Resources are invested according to the strategic plan

of a company into materials and , personnel and
advertising, etc.
10. The whole process is by the General

Executive and the Board of Directors of the company.
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Exercise 3. Give the Russian and Azerbaijanequivalents of
thephrases.

financial plan of a company

to include the amounts of funds

the inflow and outflow of money

to forecast the economic conditions

the company’s expenses and profits

to start and end with objectives

to determine the funding that required

to compare the expenses with the revenues expected
to help smb. predict cash flow

10 the strategic plan of a company

11. to be responsible for carrying out the strategy
12. to be supervised by smb.

00NNV W

Exercise 4. Match the definitions of the words

L.inflow a. to be in charge of smb/smth and make
sure that everything is done correctly, stately

2.outflow b. to say that smth. will happen in the future

3.compare c. a group of people who run a company
or an organization

4 predict d. the movement of a large amount of

money, liquid, people out of a place
5.supervise e. to examine people or things to see how

they are similar and how they are different
6.executive f. the movement of a lot of money,
people or things into a place from somewhere else
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Exercise 5.Translate the text
FinanceFunction

Any business__whether large or small, profit- seeking or
non- for-profit __ has important financial concerns:

How to get the fundsneeded to run the business on
favourable terms andhow to make sure that the funds are used
effectively?

In this connection modern businesses have financial
managers to look afterthese problems, whose major objective is
to maximize the value of the firm for its owners, i.e. to
maximize the shareholders’ wealth, wjich is represented by the
market price of a firm’s common stock.

Managers daily face questions like the following:

e What assets to acquire ?

e Will a particular investment bebprofitable ?

¢ Where will the funds come from to finance the
investment ?

¢ How much to maintain as equity capital ?

® Does the firm have adequate cash or access to cash —
through bank borrowing agreements, for example, to meet its
daily operating needs ?

e Which customers should be offered credit and how
much should they be offered ?

¢ How much inventory should be held ?

¢ [s the merger or acquisition advisable ?

¢ How should profits be used or distributed ? What is the
optimal dividend policy ?

e How should the firm behave in the situation of
exchange rate variations and interest rate changes ?

e How should risk to which the firm is exposed and
return be balanced ?

Financial managers are primarily concerned with the
management of fixed assets, working capital management,
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includingmanagement of current assets and current
liabilities,cash management, receivables management and
inventory management;they are responsible for designing
capital structure, choosing long- and short —term financing
techniques.

The financial manager has to take these decisions with
reference to the objectives of the firm.

To have a better understanding of how managers go about
all these concerns one should know what resources managers
typically have at their disposal. The position of an enterprise,
its assets and capital are best illustrated by its financial
statements ___the balance sheet and the income statement.

It is necessary to know for economists.

Management

- the control and organizing of a business or other orga-
nization;

- those staff within the firm who exert control over its
activities on behalf of owners.

Top management

includes the chief executive of an organization, his or her
deputy or deputies, the board of directors and the managers in
charge of the divisions or departments of the organization.

Middle management

consists of the managers to whom top management
delegates the day —to —day running of the organization.

Managing director

- company director responsible for the day-to-day running
of a company. Second in the hierarchy only to the chairman, if
there is one; the managing director is the company’s chief
executive.
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Manager
- a person controlling or administrating a business or part
of a business.

Jokes about Economics and Economists

1.The boss called one of his employees into the office.

“Rob,” he said, “you’ve been with the company for a year.
You started off in the post room, one week later you were promoted
to a sales position? And one month after that you were promoted to
district manager of the sales department. Just four short months
later, you were promoted to vice-chairman. Now it’s time for me to
retire, and I want you to take over the company. What do you say to
that?”

“Thanks,” said the employee.

“Thanks?” the boss replied. “Is that all you can say?”

“I suppose not,” the employee said. “Thanks,” Dad.”

2. Fresh out of business school, the young man answered a
want ad for an accountant. Now he was being interviewed by a
very nervous man who ran a small business that he had started
himself.

“I need someone with an accounting degree,” the man
said. “But mainly, I’'m looking for someone to do my worrying
for me.”

“Excuse me?” the accountant said.

“I worry about a lot of things,” the man said. “But I don’t
want to have to worry about money. Your job will be to take all
the money worries off my back.”

“I'see,” the accountant said. “And how much does the job pay?”

“I’ll start you at eighty thousand.”

“Eighty thousand dollars!” the accountant exclaimed.
“How can such a small business afford a sum like that?”

“That,” the owner said, “is your first worry.”
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LESSON 24
THE SHORT-TERM AND LONG-TERM FINANCING

The seasonal financial needs of a company may be covered
by short-term sources of funds. The company must pay them off
within a year. Businesses spend these funds on salaries and for
emergencies. The most popular outside sources of short-term
financing are trade credits, loans, factors, finance companies and
government sources.

About 85 percent of all US business transactions involve
some sort of trade credit. When a business orders goods or
services, it doesn’t normally pay for them. The supplier
provides them with an invoice requesting payment within a
settled period, say thirty days. During this period the buyer uses
goods and services without paying for them.

Commercial banks lend money to their customers by
direct loans or by setting up lines of credit. A line of credit is
the amount a customer can borrow without making a new
request, simply by notifying the bank.

Sometimes a company might sell its accounts receivable to a
special financial broker — a factor. The factor immediately pays
the cash, usually 50 to 80 percent of the accounts receivable.

If a company needs funds to construct a new assembly line
or to do research and development which may not bring in
revenues for several years, it will need long-term sources of funds.

It can do it by getting loans or issuing bonds.

A long-term loan may have maturity of from one to ten
years. Within this period the firm pays interest on debt. The
maturity of bonds may be up to ten or even thirty years. The
bond is a secured one if the company pledges collateral to
secure the debt. Huge corporations with excellent credit history
issue unsecured bonds which are called debentures.

The company can pay a predetermined interest rate (the
coupon rate) according to the agreement which specifies the
terms of the bond issue.
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Specify OTIPENICIIATH, miloyyan etmoak,
crennUIUpOBaTh spesifik
xiisusiyyatlora
malik olmagq
Short-term KpPaTKOCPOYHBIH qisa miiddoatli
Pay off OIIJIAYMBATh 6domok
Trade credit TOPTOBBIA KPETUT ticarat krediti
Finance company (rHAHCOBAs KOMITAHUS maliyys kompaniyasi
Set up yCTaHaBJIHMBATh qurmag, yaratmaq
Line of credit KpeIUTHASI THHUS kredit xotti
Accounts JIeOUTOPCKHUE cueTa debitor hesabi
receivable
Assembly line cOopouHasi IMHAUSL, KoHBelep | konveyr, yigma xatti
Pay interest on IUTaTUTD MIPOIICHTHI IO borc 6hdsliyinin
debt JIOJITOBOMY 00513aTEIECTBY O6domo faizi
Credit history KpEIUTHAS UCTOPHUS kredit tarixi

Coupon rate

MMPOLCHTLI 1O KYTIOHY

kupon faizi

VOCABULARY
Seasonal CE30HHBIN movsiimi
Emergency KPUTHYECKAsl CUTYyallusl, cotin, fovgolada
Qutside BHECIIIHUH; CHAPYKU ¢0l, xarici
Source HCTOYHHK monba
Invoice cuer-akrypa, pakrypa- gaima, hesab
TpeboBaHue
Request TpeboBaHue, 3aNpoc; tolobnamo, vakalot,
TpeOOBaTh, 3aIPAIHBATH talob etmoak, sorgu
etmok
Payment TUIATEXK Odonis
Settle yCTaHaBJIUBIBATb, miloyyon etmok,
yCTpauBaTh gane etmak
Notify W3BENIATh bildirmok
Receivable IOJICXKANUH MOTYYCHHIO alds oluna bilon
Construct BO3BOJIUTH ucaltmaq
Assembly cOopka yigma
Research HCCIICIOBAHNE; HICCIICIOBATh tadqiqat, tadqiq
etmok
Development pa3BUTHE inkisaf
Revenue BBIPYYKa, IPUXO]T golir (vergidon)
JICHEKHBIX CPEACTB, J0XO0.
(Oonanozo- obnoxcenus u
onnamul 6cex
o0bs13amenbcma)
Maturity CPOK MOTAIICHUS borc 6hdsliyinin
JIOJITOBOTO 00s13aTeNIbCTBA O6danilmas miiddati
Pledge MpEJUIaraTh, BEICTABIISTH toklif etmok,
BBICTABIIATH 0OECIIeYeHUE goymagq; taminati
Uzogixarmaq
Collateral obecrnieuenue (3aema) tochizat (istiqraz)
Unsecured HeoOecnedeHHsI (doi2) Odonilmayan (borc)
Debenture HEeoOecTeueHHOe Odanilmayan borc
JTOJITOBOE00S3aTEIIHCTBO 6hdoaliyi
Predetermined OIIpEENICHHBIN 3apaHee avvalcadan
miloyyan olunmus
Coupon KYIOH, CBHICTENbCTBO HAa | faizlorin 6donilmasi

yIJIaTy IpOLCHTOB

haqqinda
sohadatnamo
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Exercise 1. Answer the Questions:

1. What are the most popular outside sources of short-

term financing?

2. What is trade credit?
3. In what way can a commercial bank lend its money to

customers?

4. How much does a factor pay on accounts receivable?

5. How can a company secure its debt?

6. Why do huge corporations issue unsecured debt?

Exercise 2. Buraxilmis sozlori motndan tapib yerina qoyun:

3anosHuTEe MPOGEJIBI CJI0BAMH U3 TEKCTA:

1. The seasonal financial needs of a company may be
by short-term sources of funds.
2. Businesses spend these funds on salaries and for

3. The most popular outside source of short-term finan-

cing is

credit.
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4.When a business goods or services, it doesn’t
normally pay for them.

5. The supplier provides them with an requ-
esting payment within a settled period.

6. Commercial banks lend money to their customers by

loans.
7. Sometimes a company might sell its accounts _____ to a
factor.
8. A company can get long-term financing by ____ bonds.
9. The ___ of bonds may be up to ten or even thirty years.

10. The bond is a secured one if the company pledges
to secure the debt.

Exercise 3. Give Russian and Azeri equivalents of the phrases.

seasonal financial needs

to spend the funds on salaries and emergencies
business transactions

to involve some sort of trade credit

to order goods or services

to privide smb. with an invoice

to request payment within a settled period
to lend money to smb.

to borrow without making anew request
10. accounts receivable

11. to do sth. by getting loans

12. to need long — term sources of funds

13. to pay interest on debt

14. to secure the debt

15. to issue unsecured bonds

16. a predetermined interest rate

WX B W=
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Exercise 4. Match the definitions of the words

1.source a. a person who buys and sells things
(shares in a business) for other people

2.invoiceb. to state smth by giving an exact instructions

3.broker c. an official document given by a company

showing money borrowed from a person
and stating the interest payments that it will
make to them

4.revenue d. a list of goods that have been sold,
work that has been done, showing what
you must pay

S.debenture e. a place, person or thing that you get
smth. from; the place where a river starts

6.specify f. the money that a government receives
from taxes or that an organization does
from its business

Exercise 5. Ciimlalori Ingilis dilind torciims edin
IlepeBenuTe npeaioxkeHNss HA AHIIHIICKHI A3BIK

1. Kommanus 10JKHA BBIIIJIATUT UX B TOIAUYHBIN CPOK.

2. Camble TIONYJISIPHBIE HMCTOYHHKH KPATKOCPOUYHOTO
(¢uHaHCUPOBAaHUS — TOPTOBBIK KpPEOHUT, 3aeM, (aKTOPHHT,
(uHaHCOBBIE KOMIIAHUH U TOCYAAPCTBEHHbIE CTOYHUKH.

3. Korna xomnaHusi 3aka3blBacT TOBApbl M YCIYrd, OHA
OOBIYHO HE IUIATUT 3a HUX.

4. B TeueHHe OTOr0 CpOKa IOKYNATelb HCIOIb3YeT
TOBApBbI U YCIIYTHU, HE TUIATA 32 HUX.

5. KpenutHas 1MHMS €CTh HEKas CyMMa, KOTOPYIO KIIMEHT
MOJKET 3aHUMAaTh, HE BBICTABJISISI HOBOTO TPEOOBaHUS, a IPOCTO
u3Benias OaHk.

6. DaKkTOp HEMEUICHHO BBITUIAYMBACT HATMYHOCTH, OOBIYHO
ot 50 1o 80 mporeHTOB 00beMa JeOUTOPCKOM 33T0KEHHOCTH.
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7. Eciu koMnaHuy HeoOXoIuMBbl (DOHIBI Il COPYIKEHUS
HOBOW COOpOYHOM JMHHH, JJIsI TPOBEACHHS HCCIEIOBATENb-
CKUX H KOHCTPYKTOPCKHX pabOT, KOTOpble HE MPHUHECYT
MpUOBLTM B TEUCHHE HECKOJIbKHX JIET, €H TMOoTpedyroT-
CSIUCTOYHUKH JOITOCPOYHOTO (PUHAHCHPOBAHUSI.

8. OHa MOXeT cHenarb 3TO, OCYIIECTBUB 3aeM WA
BBINTYCTUB OOJUTAIINH.

9. B TedyeHue OTOro nmNepuojJa KOMMAHUS IUIATHT
MIPOLIEHTHI MO JT0TY.

10. Komnanusi MOET BBIIIJIAYMBATH 3apaHee YCTAHOB-
JIEHHYIO MPOLIEHTHYIO CTaBKY B COOTBETCTBHUH C COTJIAIICHUEM,
OTIPEACISAIONIUM YCIOBHS SMUCCUU OOTUTallUi.

ksl

1. Sirkot onlari bir il miiddotino 6domalidir.

2. Qisamiiddatli maliyyslihdirmanin on taninmis mon-
balari — ticarat krediti, istiqraz, faktoring, maliyys kompani-
yalari vo dévlot manbalaridir.

3. Kompaniya mal vo xidmotlori sifaris etdikds, o
adaton onlar liciin he¢ no 6domir.

4. Bu miiddot orzindo alict mal vo xidmaotlorindon
istifadaya gors he¢ no 6domir.

5. Kredit xotti yeni tolob irali siirmoyorok miistorinin
borc ala bildiyi hor hans1 bir moblagdir.

6. Faktor dorhal debitor borcunun hacmindon 50-don
80 faizodok nagd pul 6dayir.

7. Ogor kompaniyaya bir ne¢a il arzindo monfast gatiron
todqgigat vo konstruktur islorinin kegirilmasino yeni quras-
dirma xotlorinin tikintisi ii¢clin fondlar lazimdirsa, ona
uzunmiiddatli maliyyslasdirma manbalari talob olunur.

8. O, bunu borc pul yaxud istigraz buraxmagqla hoyata
kecira bilar.

9. Bu dovr arzindo kompaniya borc iizrs faiz 6dayir.
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10. Sirkot istiqgraz emissiyasinin sortlorini miisyyan
edon razilasmaya uygun olaraq qabaqcadan toyin olunmus
faiz doracasini 6daya biloar.

Exercise 6. U¢ variantdan (a, b, c) diizgiin olan secin:
W3 Tpex BApHMAHTOB NPOIOJIKEHUsI TP EIT0KEHUsI
(a, b, ¢ ) BbIOEpUTE NPABUJIbHBIN:

1. The most popular outside sources of short-term
financing are a) unsecured bonds which are called debentures;
b) trade credits, loans, factors, finance companies and gover-
nment sources; ¢) accounts receivable.

2. The bond is a secured one if a) the company pledges
collateral to secure the debt; b) the buyer uses goods and
services without paying for them;c) it can do it by getting loans
or issuing bonds.

3. A line of credit is the amount a customer can borrow
without a) long-term sources of funds; b) unsecured bonds
which are called debentures; c) making a new request, simply
by notifying the bank.

Exercise 7 Translate the text
Financing a Company

Let us taken an example. The Smiths were planning to
start up a small retail business. Before making the final
desicion, they looked at the amount of personal capital they had
to invest. The remainig funds they would have to finance
through various short-term and long-term arrangements. Anot-
her considerationwas the typeof equipmentthey would have to
purchaseinitially. Similarly, the Smiths evaluated the costs of
inventary, employee salaries and benefits, and other general
expenses. After reviewingall these factors, the Smithsdecided to
open their business.
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So, when going into business money is one of the most
important factors. Without sufficient funds a company cannot
begin operations. The money needed to start and continue
operating a business is known as capital. Anew business needs
capital not only for ongoing expenses but also for purchasing
necessary assets. These assets — inventories, equipment,
buildings, and property — represent an investment of capital in
the new business. Capital is also needed for salaries, credit
extension to customers, advertising, insurance, and many other
day-to-day operations. In addition, financing is essential for
growth and expansionof a company. Because of competition in
the market, capital needs to be invested in developing new
product lines and production techniques and in acquiring assets
forfuture expansion.

How this new company obtains ans uses money will, in
large measure, determine its success. The process of managing
this acquired capital is known as financial management. In
general, finance is securing abd utilizing capital to start up,
operate, and expand a company. In financing business
operations and expansion, a business uses both shotr-termand
long-termcapital. A company utilizes short-term capital to pay
for salaries and office expenses that last a relatively short
period of time. On the other hand, a company seeks long-term
financing to pay for new assets that are expected to last many
years. When a company obtains capital form external sources,
the financing can be either on a short term or a long—term
capital arrangement. Generally, short-term financing must be
repaid in less than one year, while long-term financing can be
repaid over a longer period of time. Finance involves the
securing of funds for all phases of business operations. In
attracting and using this capital, the decisions made by
managers affect the overall financial success of a company.
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It is necessary to know for economists.

Finance

- management of money

- capital involved in a project

- loan of money for a particular purpose

- money resources of a state, company or person

Finance house (company)

- organization providing finance for hire-purchase
agreements.

Financial accountant

- accountant whose primary responsibility is the
management of the financial of an organization and the
preparation of its annual accounts.

Financial adviser

- a person who offers financial advice to someone else,
especially one who advises on investment.

- Organization, usually a merchant bank, which advises
the board of a company during a take-over.

Financial capital

- the liquid as opposed to physical assets of a company.

Financial futures

- futures contract in currencies or interest rates.

Financial institution

- an organization that collects funds from individuals,
other organizations or government agencies that invest these
funds or lend them on to borrowers.

Financial instrument

- formal financial document

Financial intermediary

- bank, building, society, finance house, insurance
company, investment trust etc. that holds funds borrowed from
lenders in order to make loans to borrowers.
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- Person or organization that sells insurance but is not
directly employed by an insurance company.

Financial year

- any year connected with finance, e.g. a company’s
accounting period or a year for which budgets are made up.

- specific period relating to corporation tax.

Financial ratio

- ratios between particular groups of the assets or
liabilities of an enterprise and corresponding totals of assets or
liabilities; or between assets and liabilities and flows like
turnover or revenue.

Financier

- person who uses his one money to finance a business
deal or venture or who makes arrangements for such a deal.
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LESSON 25
HOW FUNDS FLOW THROUGH A BUSINESS

Basically, money or funds go into purchasing assets, paying
operating expenses and producing income. The operating
expenses include the cost of materials and supplies. The
manufacturer also must pay employee wages, rent or mortgage,
insurance premiums and utility bills. Small firms sometimes
operate on a cash basis. They neither obtain credit, nor borrow
money. Other firms extend their resources through the use of
credit. The owner of the firm invests some of his own money and
has a lot more of other people’s.

The businesses use money to buy assets like land, buildings
and furnishings, and tools, machines, and equipment. The
manufacturer sometimes buys them with mortgage loans which he
secures by the building or the equipment itself. In other words, the
bank or insurance company really owns the property until the
manufacturer has paid the mortgage in full. The use of debt, or
credit, increases both the assets and the income of the purchaser.
The use of borrowed money to make more money is called
leverage. Big companies issue securities to attract funds from
other companies and the public. Securities are traded on the open
market.

New businesses can start with the businessmen’s own assets.
Start-up financing may also come from relatives and friends. The
larer firms can obtain funds from venture capital investors. These
financial intermediaries specialize in funding ventures with good
promise and invest in businesses which generate high profits within
five years.

Initially venture capital firms invested in high-tech in-
dustries, but now other branches enjoy this kind of financial
aid, especially those working in the health-care field.

Funds can also be borrowed from the bank. In order to
provide a loan, a bank must have funds to lend. This comes
from paid-in capital, earnings of the previous years and the
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bank’s customers’ deposits. The banker always remembers that
the money he lends is not his bank’s own money. It is money
deposited by the bank’s customers, whether in a demand or
time account. This idea limits the risk that a commercial banker
will take.

To evaluate the risk, a banker must first obtain certain basic
information about the potential borrower: how much money the
borrower needs, the purpose and the term of the loan, and how the
borrower will repay the loan. The banker evaluates the three C’s
of credit: character, capacity and capital — the integrity of the
borrower, his ability to repay, and the soundness of his financial
position.

The integrity of the borrower is determined by previous
loans and by his standing with other banks. Every where in the
world banks exchange credit information with each other.

The borrower’s ability to repay depends on the purpose of
the loan.

The financial position of the borrower is determined on
the basis of his financial statement. This consists of a detailed
balance sheet and a profit and loss statement. The bank
demands an audited financial statement covering the previous
three years.

Security LICHHas1 Oymara qiymatli kagizlar
Venture puckoBanHoe npennpustue | tohliikali, riskli milassiso
Intermediary MTOCPETHUK vasitagi
Specialize (in) CICIHATH3UPOBATHCS ixtisaslagsmaq (nodasa)
Care 3a00Ta; 3200TUTHCA qaygi, qaygisia
galmaq
Integrity HaJIe)KHOCTb, YECTHOCTD, | etibarliliq, boliinmaz,
OCHOBATEJIbHOCTh osas
Soundness OCHOBATEILHOCTD, asas, stabill
cTaOMIBHOCTH
Statement 3asBJICHHE, ICKIapalus arizo, bayamnama
Sheet qwct (bymazu) varaq (kagiz)
Loss moTepsi, yrpara itki
Audit ayJIUT; IPOBEPSATH audit, maliyya
(hMHAHCOBOE COCTOSIHUE | Vaziyyatini yoxlamaq
Cover MOKPBITUE; TIOKPHIBATH Ortmo, 6rtmok
Operating expenses | OIeparMOHHBIEC M3ICPKKH omoliyyat xarclori
Insurance CTpaxoBasi MPeMHUs sigorta miikafati
premiums
On a cash basis Ha OCHOBE COOCTBEHHBIX | $9XSi vasaiti osasinda
CpencTB
In full TTOJTHOCTBIO tamamila
Start-up financing HaYaIbHOE, CTAPTOBOC ilkin maliyyalosdirmo
(huHaHCHpOBaHUE

Venture capital
investor

BEHUYPHBIA HHBECTOP

milassisa investoru
(sohm goyan)

Health-care

3/[paBOOXPaHECHHUE

sohiyya

Paid-in capital

OIllTa4€HHas 4aCTh
AKIMMOHCPHOT'O KalmrTaja

sohm kapitalinin
O0donilmis hissasi

Demandaccount TEKYIIUH cYeT cari hesab (miiddatsiz
depozit)
Time account CPOYHBIH JACTIO3UT miiddatli depozit
Standing with peryTanus cpein APYrux basqa banklar
other banks 0GaHKOB arasinda reputasiya
Credit information KpeIuTHAs: MHpOpMALHs kredit barado molumat
Financial (uHAHCOBAS maliyyo hesabati
statement JeKJiapanus,

(hMHAHCOBBIN OTYET

Profit and loss
statement

JeKJIapanys J0X010B 1
YOBITKOB, OTYET O
JI0X0/1aX M yOBITKax

golir vo itki
boyamnamasi

VOCABULARY
Funds (G OHIBI, ICHEIKHBIC fond, pul vesaiti
cpencraa
Flow TEYb tokiilmok, axmaq
Assets AKTHUBBHI aktiv
Mortgage UIOTEKa, UTIOTEYHbIH ipoteka, ipoteka
KpEeauT krediti
Insurance CTpaxoBaHHE sigorta
Utility KoMMYHaIbHBIC yonyru | kommunal xidmatlor
Bill cuer hesab
Borrow 3aHHUMAaTh, OpaTh B JOJIT borca pul gbtiirmok
Furnishings HETIPOU3BOACTBECHHOE geyri-istehsal
000pyI0BaHHE avadanhgi
Secure obecrieunBath (3aem) tomin etmok (istiqraz)
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Exercise 1. Answer the Questions:

1. Where does money go basically?

2. How do businessmen secure mortgage loans?

3. What term do they use to define the use of borrowed
money?

4. How do big companies attract money from other
companies and the public?

5. Who do venture capital investors lend funds to?

6. Where do banks get money from to offer as loans to the
borrowers?

7. What basis is the borrower’s financial position determined on?

Exercise 2. Buraxilmis s6zlori matndon tapib yerina qoyun:
3anmosiHuTe NMPOOEJbI CJIOBAMH U3 TEKCTA:

1. Money or funds go into purchasing , paying
operating expenses and producing income.

2. The manufacturer also must pay employee wages, rent
or , Insurance premiums and utility bills.

3. Small firms sometimes operate on a basis.

4. Other firms___their resources through the use of credit.

5. The manufacturer sometimes buys land, buildings and

furnishings with mortgage loans which he by the
building or the equipment itself.
6. The use of , or credit, increases both the

assets and the income of the purchaser.

7. The use of borrowed money to make more money is
called .

8. Venture capital investors in funding ventures
with good promise.

9. In order to a loan, a bank must have funds to lend.

10. The banker lends the money deposited by the bank’s
customers, whether in a or time account.
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Exercise 3. Give the Russian and Azerbaijanequivalents of
thephrases.

to pay operating expenses

the cost of materials and supplies

to pay employee wages

to operate on a cash basis

to extend resources

to buy sth. with mortgage loans

to pay mortgage in full

to issue securitis

to obtain funds from venture capital investors

10. to invest in high-tech industries

11. to work in the health —care field

12. to come from paid-in capital

13. to evaluate the risk

14. a potential borrower

15. the world banks exchange credit information with
each other

16. financial position of the borrower

WX B W=

Exercise 4. Match the definitions of the words

1. mortgage  a. aloan that given to you as the worth

ofsmth

2. utility b. the act of using a lever to open or lift smth

3. borrow c. a person or an organization that helps
other people to make an agreement

4. secure d. money that has been lost by a business
Or an organization

5. leverage e. a service provided for the public

(water, an electricity or gas supply)
6. intermediary f. a legal agreement by which a bank
lends you money to buy a house
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7. loss g. to take money from a person or bank
and agree to pay it back

Exercise 5. Ciimlolori Ingilis dilins torciimo edin
IlepeBeauTe npeayioKeHUs HA AHTJIMHCKUH A3BIK

1. B ocHOBHOM JeHeXHbIe cpeAcTBa (MM (HOHIBI) HIYT
Ha NMpUOOpETeHNEe aKTUBOB, OIUIATY OINEPAIlMOHHBIX H3IEPHKEK
Y TIPOU3BOJICTBO MPUOBLIH.

2. Ilpoune KOMIAHMM YBEIWYMBAIOT CBOM PECYPCHI 3a
CYET UCTIOJIB30BaHUS KpeauTa.

3. MHorma mpou3BOAUTENb MPUOOPETAET UX 3a CUET UIIO-
TEYHOTO KPEAWTa,KOTOPHI OH O0ECIeUYMBaET CAMHM 3JIaHHUEM
WU 000PYIOBaHUEM.

4. NapiMu cioBamu, OaHK WIIM CTpaxoBas KOMIIAHUS B
NEHCTBUTENFHOCTA BIAJCIOT COOCTBEHHOCTBIO /10 TEX IIOp,
MOKa MPOU3BOJAUTENb IMOJHOCTHIO HE PACIUIATUTCA IO HIIO-
TEYHOMY KPEIUTY.

5. KpymHble KOMITaHMHM BBITYCKAIOT IIEHHBIE Oymaru Jyist
MIPUBJICUEHUS CPEAICTB OT JPYrUX KOMIAHUM 1 OT HAaCEIEHHUS.

6. OTH (UHAHCOBBIC MOCPEIHUKU CIEIUATUZUPYIOTCS B
(UHAHCUPOBAHUU PUCKOBAHHBIX MPEANPUITUNA, UMEIOIIUX XO-
poliie NepCrneKTUBbI, U BKIAABIBAIOT CPEICTBA B OM3HEC, KOTO-
pBIii o0ecnieunBaeT BHICOKHM ypOBEHb NPUOBLIM B TEUEHHE
MATH JIET.

7. YUtoOBl TIPEAOCTaBUTHh KpEIuT, OaHK JIOJDKEH HMETh
(hoHIBL

8. bankup Bcerma MOMHHUT, YTO JE€HBIU, KOTOPBIE OH JIa€T
B Ka4eCTBE KpeauTa, He SBISIOTCS COOCTBEHHBIMH JCHBTaMHU
OaHka.

9. HajexxHOCTh 3aeMILMKa ONpPEAEISAETCS €r0 KPEAUTHON
HCTOPHEH, a TAK)KE €ro penmyTarueil y Ipyrux 0aHKoB.

10. ®uHaHCOBOE MOJIOKEHHUE 3aEMIIMKA ONPENEIsIeTCs Ha
OCHOBE €ro (pMHAHCOBOT'O OTYETA.
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1. Pul vasaitlori osason (yaxud fondlar) aktivlorin
alinmasina, omoliyyat xorclorinin vo istehsal galirlorinin
Odonilmasinag sorf edilir.

2. Basqakompaniyalar kreditdon istifado etmok
hesabina 6z resurslarini artirirlar.

3. Istehsalgt hordon bir onlari ipoteka kreditinin
hesabina olds edir.

4. Basqa sozlo, bank yaxud sigorta kompaniyasi
istehsalg1 ipoteka krediti iizro tamamilo haqq-hesabi
O0doyonadok 6z miilkiyyatina sahib ola bilar.

5.Iri kompaniyalar basqa kompaniyalardan vo ohalidon
vasaitlorin calb olunmasi {iglin qiymatli kagizlar buraxir.

6. Bu maliyyo vasitagilori yaxsi perspektivo malik olan
maliyyolosdirmodo risko gedon miiossisolordo ixtisaslasirlar
va bes il arzinds yiiksok soviyyali golir tomin edon bizneso 6z
vasaitlorini qoyurlar.

7. Kredit vermoak ti¢iin bankin fondu olmalidir.

8. Bankir homiso nozoro alir ki, kredit gismindo
verilon pul bankin 6z xiisusi pulu deyil.

9. Borc alanin etibarliligi onun kredit tarixi, homginin
onun basqa banklarda reputasiyasi ilo miiayyan edilir.

10. Borc alanin maliyys vaziyyati onun maliyys hesabi
asasinda miloyyon edilir.

Exercise 6. U¢ variantdan (a, b, c) diizgiin olan secin:
N3 Tpex BApHAHTOB NMPOI0JKEHNS TPeIJI0KEeHHs
(a, b, ¢ ) BbIOEpUTE NPABUJIBLHBIIN:

1. The manufacturer sometimes buys them with mortgage
loans which he a) can start with the businessman’s own assets;
b) must have funds to lend; c¢) secures by the building or the
equipment itself.

2. The use of debt, or credit, increases a) both the assets
and the income of the purchaser; b) the cost of materials and
supplies; c) this kind of financial aid.
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3. The integrity of the borrower is determined by a)
previous loans and by his standing with other banks; b) venture
capital investors; c) other companies and the public.

Exercise 7. Translate the text
Business Writing

The aim in business writing is to communicate as
clearly and concisely as you can. In our high-tech culture we
expect many tasks to take far less time than they do. Writing is
one of them. The ability to write well — clearly and concisely —
is not an ancillary skill; it is an essential skill. Contrary to
general beleif, writing is not something only ‘writers’ do; it is a
basic skill for getting through life. However, writing is a high-
level conceptual skill you are writing: analuzing the audience,
remembering and deciding on what information to present,
organizing the information, putting it into comprehensible
sentences, paying attention to the rules of good writing,
proofreading, etc.

When getting started, remember, if you gain control of
yourself, you will gain control of your topic.

e First of all you ask yourself the question about the
purpose of your writing:

Are you writing to inquire, inform, persuade, motivate, or
do you have more than one purpose?

Second, get interested in its scope:

¢ Given your needs and your reader’s needs, how much
information should you include?

Third, see clearly the contents of your writing:

e What kind of information will help you to achieve your
purpose? Do you have all information you need? How, or
where, can you get additional information?

At last, you should ask yourself about the available
constraints:
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® What makes your task more difficult? Time or cost
constraints? Your reader’s attitudes? Your own lack of
credibility?

Put yourself in your reader’s place and look at the
message through his eyes. Most of the readers want the results
of your thinking, not the thinking itself. Remember that there is
a difference between thinking and communicating. When
experimenting with various ways to organize the information
be guided by two factors: (1) your reader’s knowledge and
interest and (2) your purpose and the information itself. The
contents of any letter may be summarized as follows:
(1) opening, (2) purpose; (3) action, and (4) polite expressions.

It is necessary to know.

VI. Describing situations.

A matter is a subject or situation that you must consider
or deal with. For example, a case is a ‘matter that is being
officially investigated...’

State and conditions are both used to describe how some-
thing or somebody books or is physically or mentally. A medi-
cal condition is a particular health problem that somebody has.

A situation that exists as a habit or practice that somebody
has can be described as the fact of or the practice of... For
example, gender is the fact of being male or female.

Joke about Economics and Economist

1. Question:Why does Treasury only have 10 minutes for
morning tea?

Answer: If they had any longer, they would need to re-
train all the economists.

2. A worker who was being paid by the week approached
his employer and held up his last paycheck. : This is two
hundred dollars less than we agreed on,” he said.
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“I know,” the employer said. “But last week I overpaid
you two hundred dollars, and you never complained.”

“Well I don’t mind an occasional mistake,” the worker
answered, “but when it gets to be a habit, I feel I have to call it
to your attention.”

3. A Chicago economist died in poverty and many local
futures traders donated to a fund for his funeral. The president
of the Board of Trade was asked to donate a dollar.

“Only a buck?” said the president, “only a dollar to bury
an economist? Here’s check; go bury 1000 of them.”
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LESSON 26
BONDS

Bond markets is an important component of capital markets.
Bonds are fixed-income securities — securities that promise the
holder a specified set of payments. The value of a bond (like the
value of any other asset) is the present value of the income stream
one expects to receive from holding the bond. This has several
implications:

1. Bond prices vary inversely with market interest rates.
Since the stream of payments usually is fixed no matter what
subsequently happens to interest rates, higher rates reduce the
present value of the expected payments, and thus the price.

2. Bonds are generally adversely affected by inflation. The
reason that higher expected inflation raises market interest rates and
therefore reduces the present value of the stream of fixed payments.
Some bonds, though, are indexed for inflation.

3. The greater the uncertainty about whether the payment
will be made, the lower the “expected” payment to bondholders
and the lower the value of the bond.

4. Bonds whose payments are subjected to lower taxation
provide investors with higher expected after-tax payments.
Since investors are interested in after-tax income, such bonds
sell for higher prices.

The major classes of bond issuers are the government,
corporations, and municipal governments. The default risk and
tax status differ from one kind of bond to another.

The USA issues three types of marketable securities:
Treasury bills, Treasury notes, and Treasury bonds. Treasury
bills have maturities up to one year and are generally issued in
denominations of $ 10,000. They do not pay interest. Instead,
the U.S. Treasury sells notes at a discount to their redemption
value. The size of the discount determines the interest rate on
the bill.

Treasury notes and Treasury bonds differ from Treasury
bills in several ways. First, their maturities generally are greater
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than one year. Notes have maturities of one to seven years.
Bonds can be sold with any maturity, but their maturities at
issue typically exceed five years. Second, bonds and notes
specify periodic interest (coupon) payments as well as a
principal repayment. Third, they are frequently registered,
meaning that the government records the name and address of
the current owner.

Corporate bonds promise specified payments at specified
dates. While issuing bonds, corporations make a promise of
payment of principal and interest at stated dates. There are also
other provisions such as limitations of the firm’s right to sell
pledged property, limitations on future financing activities, and
limitations on dividend payments.

Here are some standard types of corporate bonds:

® Mortgage bonds that are secured by the pledge of
specific property.

¢ Debentures that are unsecured general obligations of the
issuing corporation.

¢ Collateral trust bonds that are backed by other securities
(typically held by a trustee). Such bonds are frequently issued
by a parent corporation pledging securities owned by a
subsidiary.

¢ Equipment obligations (or equipment trust certificates)
that are backed by specific pieces of equipment (for example,
railroad rolling stock or aircraft).

¢ Convertible bonds that give the owner the option either
to be repaid in cash or to exchange the bonds for a specified
number of shares in the corporation.

Corporate bonds have differing degrees of risk. Bond
rating agencies (for example, Moody’s) provide an indication
of the relative default risk of bonds with ratings that range from
Aaa (the best quality) to C (the lowest). Bonds rated Baa and
above are typically referred to as “investment grade.” Below-
investment grade bonds are sometimes referred to as “junk
bonds.”
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VOCABULARY
Bond obuurarys istigraz
Implication CJIeJICTBUE, natico, aqibat, tosir
MOCJIE/ICTBHE, BHIBOJL
Inversely B 00paTHOM oks istigamatda
HaIlpaBICHUU
Subsequent MOCJIEYIOIIUH sonraki
Adversely HEOIIarONPHUATHO aolverissiz
Indexed WHICKCHPOBAHHBII indekslosdirilmig
Uncertainty HEONPEICIICHHOCTh geyri — miloyyonlik
Municipal MYHHULONIAIBHBIH, munisipal, yerli
MECTHOTO YIIPABJICHHUS idaratma, baladiyyo
Default HEHCIOIHEHNE Ohdaliklorin yerina
00513aTCIILCTB yetirilmomasi
Mortgage HIIOTEKa ipoteka
Debenture HeoOecTIe4eHHOe tomin edilmomis vazifa
JI0JITOBOE Ohdaliklori
0053aTeNbCTBO
Unsecured HE00ECTIeYCHHBIN tomin olunmamis
Collateral obecrieueHne T0JITOBOTO vazifa 6hdaliklorinin
00s13aTeNbCTBA tomin olunmasi
Trustee JTOBEPCHHOE JIUIIO etibarli soxs
Subsidiary JIOYEPHSST KOMITAHHS téromo kompaniyasi, qiz
kompaniyasi
Tax status HaJIOTOBBIN CTaTyC vergi statusus
Parent MaTepHUHCKass KOMIIaHUs asas sirkot
corporation
Rating agency areHTCTBO, reytingi toyin edon

ONpeNeNoLIee PEUTHHT
(axyuil, obaueayuir)

agentlik
(sshmlar,istiqrazlar)

Exercise 1. Answer the Questions:

1. How is the value of bonds calculated?

2. How do the prices of bonds react to the interest

3. How are the prices of bonds affected by inflation?
4. What are the maturities of USA Treasury bills?
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5. What are the provisions of the corporate bond issues?
6. How are the mortgage bonds secured?
7. Why are the debentures not secured?

Exercise 2. Ciimlalori Ingilis dilins torciima edin
IlepeBeauTe NpeaIOKeHNS HA AHTTIMACKUN A3BIK

1. ...ueHHBIC OyMaru ¢ GUKCUPOBAHHBIM JIOXOJIOM ...

2. ..M3MEHAIOTCA B OOpaTHON 3aBUCHMOCTH IO OTHO-
IIICHUIO K YPOBHIO MPOIICHTHBIX CTABOK ...

3. ...HHIEKCUPYIOTCS B OTHOIICHUH K YPOBHIO HH(IISLIUH ...

4. ... puck nedonTa v HAJIOTOBBIH CTATYC ...

5. ... UX CPOK ToTaIIeHusi 0ObIYHO BHIIIE OJHOTO TOJa ...

6. ...o0nuranuu U OAHKHOTHI OMPEIENISIOT MEePHOIIec-
KYIO BBITUIATY TIPOIICHTOB ...

7. ... obemanue BEIIUIATHTh OCHOBHYIO CYMMY M TIPOIICH-
ThI B YCTAaHOBJICHHBIE CPOKH ...

8. ...o0ecrieurBaeTCsl TPEIUIOKEHUEM ONPENENICHHON Co0C-
TBEHHOCTH...

9. ..TONAEPKUBAIOTCS OMPEIEIICHHBIMU dIIEMEHTaMH 000pY-
JIOBaHMSL. ..

10. ...c peiTuHroM B npezaenax oT Aaa (Jiydiuee Ka4ecTBO)
1o C (auziee)...

Hekosk

... geyds alinmis golirlo qiymatli kagizlar...
faiz doracolorinin soviyyosi lizro oks asililigda

doyisilir...

... Inflyasiya soviyyasina nisbaton indekslosdirilir...

... defolt riski vo vergi statusu...

... onlarin 6donis miiddati adston bir ildon ¢oxdur...

...istigrazlar vo baknotlar faizlorin dovri 6donislorini
miioyyan edir...

...miloyyan edilmis miiddoto osas faiz vo mobloglorin
0donilmoasing sézvermak ...

... midyyan edilmis miilkiyyatin toklifi ilo tomin olunur ...
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Exercise 3. U¢ variantdan (a, b, c) diizgiin olani secin:
W3 Tpex BapuaHTOB NMPOI0JIKEHHS
npeasioxxkeHus (a, b, ¢ ) BbidGepuTe NPaBUJIbHbII:

1. Bond prices vary inversely with a) a specified set of
payments; b) market interest rates; c) the present value of the
income stream.

2. Some bonds are indexed for a) an important component
of capital markets;b) the name and address of the current owner;
¢) inflation.

3. Corporate bonds promise a) specified payments at
specified dates; b) after — tax income; c) a discount to their
redemption value.

Exercise 4. Match the definitions of the words

1. bond a. anagreement by a government or a
company to pay you interest on the
money you have lent

2. issuer b. a person or an organization that has
control of money or property that has
been put into a thrust for smb

3. default c. things that are considered useless or of
little value

4. redemption d. what happens or appears if you do not

make any other choice or change

5. trustee e. an official organization that produces
shares, securities, notes, bonds fore sale
to the public

6. junk f. the act of exchanging shares for money
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Exercise 5. Ciimlalori Ingilis dilind torciims edin
IlepeBenuTe npeaioxkeHnss HA AHIIHIICKHI A3BIK

Lens! obmuranuii U3MEHSIOTCS B 00paTHON 3aBUCHUMOCTHU
K M3MEHEHHUIO TMPOICHTHBIX CTAaBOK. Tak Kak 0OBbEMBbI BBHITIAT
OOBIYHO (PUKCHUPOBAHBI BHE 3aBUCUMOCTA OT TOTO, HYTO
BITOCJICAICTBUU MPOU3OUJET C MPOIEHTHBIMUA CTaBKAMH, MOBBI-
[IICHHE CTABOK COKpAIaeT MPUBEIACHHYIO CTOUMOCTH OYIyIIHX
BBITIJIAT M, COOTBETCTBEHHO, IICHY.

Ha obGnurammm, kak mpaBuiIO, HETaTUBHOE BO3NECHCTBUE
okazpiBaeT wuHOQmAmMs. I[lpyumHa CcocTOoMT B TOM, HYTO
OKUJaeMOe YCWICHHE HHQIAIUNA TOJHUMAET TPOICHTHBIE
CTaBKM M, TaKMM O0Opa30oM, COKpaIlaeT MPUBEICHHYIO CTO-
UMOCTh 00OBeMa (UKCHPOBAHHBIX Marexei. HekoTopble
oOJyuraIum, 0JJHaKO, HHIACKCUPYIOTCS C y4eTOM UHOIISAINHN.

UeM BbIIIIE CTETICHb HEOIMPEACIEHHOCTH IO TIOBOAY TOTO,
OyIyT JI1 TIPOM3BOIUTHCS BBIUIATHI, TEM HIKE «OXKHIaEMbIC»
BBITUIATHI JIEp)KaTeIsIM OONHTalliii W HIDKE IEHHOCTh CaMoM
oOurarmm.

OOnuranyu, BBITUIATHI 1O KOTOPBIM MOJJIEKAT HAJIOrO-
O00JIOKEHHIO 110 HEBBICOKMM CTaBKaM, OO0ECIIEYHMBAIOT CBOUM
WHBECTOpaM 0OoJiee BBICOKUN YPOBEHBb BBHIIUIAT TOCTE YIUTATHI
HajoroB. Tak Kak HMHBECTOpPHI 3aMHTEPECOBAHBI B JOXOJC,
MOJIy9aeMOM YK€ TOCJI€ YIUIAThl HAJIOTOB, TaKWe OOIHUTraluu
MPOIAtOTCS TI0 00JIEe BHICOKOH IIEHE.

Hekosk

Istigrazlarin qiymoti faiz doracolorinin oks asihilign ilo
doyisir. Belo ki, 6doniglorin hocmi adoton faiz doracalorinin
doyisilmasinin noticasindon asili olmayaraq qeyd edilir,
doracalorin artmasi qgiymoto uygun olaraq golocok Odo-
nislorin ¢ixardigi doyari azaldir.

Istigrazlara, bir qayda olaraq, inflyasiya neqativ tosir
gostorir. Sababi odur ki, goézlonilon inflyasiyanin giiclonmasi
faiz doracolorini qaldirir vo beloliklo, geyd olunmus 6do-
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niglorin gotirib ¢ixardigr doyorin haocmini azaldir. Bozi
istigrazlar inflyasiyanin ugotu ilo geyd olunur.

Odonislorin yerino yetirilmosi iizro qeyri-miioyyonlik
doracasi no godar yliksok olacagsa, istiqraz saxlayanlarin
«gozladiklori» 6donislorin va istiqrazlarin 6ziiniin doyorliliyi
bir o godar asag1 enacak.

Exercise 6. Learn the Dialogue
The Bond Market

F : Financialmarkets are generally classified as money or
capital markets and primary or secondary markets. Do you
follow this classification ?

R : Yes, we do. But structurally we divide our financial
market into a hard — currency market, a bank credit market,
debt and equitymarkets and the market of gold and precious
metals.

F : I see. My experience in Russia tells me that your
investos prefer operatations in the hard currency market to
investing in the real sector of youreconomy.

R: Yes, our capital markets are thin, they have a good
potential .

F:It’s a pity, because the debt market, for one, is a
powerful instrument of monetary policy. Many governments
issue bonds to solve their financial problems and to cover
budget deficits.

R :And how is theinternational bond market performing
this year ?

F :Volumes of issuance have been rather high, though
fewer bonds have appeared from emering markets of Eastern
Europe.

R : Investors are still viewing borrowers in emerging
markets too risky, I suppose. Western sovereign borrowers are
the main players in the market, aren’t they ?
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F :Well, yes, but many are trying to slow down their
borrowing and reduce their national debt.

R :This leaves room for other borrowers, right ?

F : Yes, supranationals have diversified tremendously,
both in their products and markets. Corporate borrowers are
also very active.

R :But after the crises investors have become more
cautions, haven’t they ?

F : That is right. Credit ratings of borrowers have become
much more important. Investors demand transparency and
liquidity. Borrowers are finding it much harder and more
expensive to raise sufficient funds on the international debt
market.

R :How has the introduction of the Euro affected the bond
market?

F :Some are thinking of Euro-denominated bond issues as
the bondmarkets are moving away from the dollar in favour of
the Euro. The competition is becoming keener.

R :We are entering a new and turbulent phase in the debt
markets. Many people believe that the worst isyet to come.

It is necessary to know for economists.

Banks

- financial institutions that offer the widest range of
financial services — especially credit, savings and payment
services and perform the widest range of financial functions of
any business firm in the economy.

Affiliated bank

- bank whose stock has been acquainted by a bank
holding company.

Bankers’ bank

- groups of banks that are given a legal permit to create
regional service firms in order to facilitate the delivery of certain
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customer services, such as rapid transfer and investment of customer
funds and the execution of orders to buy or sell securities.

Bank holding company

- a corporation charted for the purpose of holding the
stock (equity shares) of one or more banks.

Correspondent banking

- a system of formal and informal relationships among
large and small banks established to facilitate the exchange of
certain services, such as clearing checks.

Nonbank banks

- financial service firms that either offer checking account
services or grant commercial loans but not both of these services.

Unit banks

- banks that offer the full range of their services from one
office, though a small number of services (such as taking deposits
or cashing checks) may be offered from limited — service facilities
(such as drive-in windows and automated teller machines).

Jokes about Economics and Economists

1. A stock analyst and a Wall Street broker went to the
races. The broker suggested to bet $10,000 on a horse. The
analyst was skeptical, saying that he wanted first to understand
the rules, to look on horses, etc. The broke whispered that he
knew a secret algorithm for the success, but he could not
convince the analyst.

“You are too theoretical,” he said and bet on a horse.
Surely, that horse came first bringing him a lot of money.
Triumphantly, he exclaimed: “I told you, I knew the secret!”

“What is your secret?” the analyst asked.

“It is rather easy. I have two kids, three and five year old.
I sum up their ages and I debt on number nine.”

“But, three and five is eight,” the analyst protested.
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“I told you, you are too theoretical!” the broker replied, “Ha-
ven’t I just shown experimentally that my calculation is correct?!”

2. A long time ago, a visitor from out of town came to a
tour in Manhattan. At the end of tour they took him to the
financial district. When they arrived to Battery Park the guide
showed him some nice yachts anchoring there, and said, “Here
are the yachts of our bankers and stockbrokers.” “And where
are the yachts of the investors?”” asked the naive visitor.
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LESSON 27
MONEY and BANKING

The role of money and banking system is an important
part of the study of economics. Money, after all, is involved in
nearly all economic transactions. This section explains the
nature and functions of money, the demand and supply of
money and the role of the banking system in the money —
creation process.

Definition of Money

What is money? Money is any good that is widely used
and accepted in transactions involving the transfer of goods and
services from one person to another. Economists differentiate
among three different types of money: commodity money, fiat
money, and bank money. Commodity money is a good whose
value serves as the value of money. Gold coins are an example
of commodity money. In most countries, commodity money
has been replaced with fiat money. Fiat money is a good, the
value of which is less than the value it represents as money.
Dollar bills are an examples of fiat money because their value
as slips of printed paper is less than their value as money. Bank
moaney consists of the book credit that banks extend to their
depositors. Transactions made using checks drawn on deposits
held at banks involve the use of bank money.

Functions of money

Money is often defined in terms of the three functions or
services that it provides. Money serves as a medium of
exchange, as a store of value, and as a unit of account.

Medium of exchange.

Money”’s most important function is as a medium of
exchange to facilitate transactions. Without money, all
transactions would have to be conducted by barter, which
involves direct exchange of one good or service for another.
Money serves as a medium of exchange that is accepted in all
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transactions, by all parties, regardless of whether they desire
each-others” goods and services.

Store of value.

Money must hold its value over time; that is it must be a
store of value. As a store of value is not unique and even is not
the best one because it depreciates with inflation.

However, money is more liquid than most other stores of
value because as the medium of exchange, it is readely
accepted everywhere. Furthermore, money is an easily
transported store of value that is avaliable in a number of
convenient denominations.

Unit of account. Money also functions as a unit of
account , providing a common measure of the value of goods
and services being exchanged. Knowing the value of price of a
good, in terms of money,enables both the supplier and the
purchaser of the good to make decisions about how much of the
good to supply and how much of the good to purchase.

The Demand for Money

The demand for money is affected by several factors,
including the level of income, interest rates, and inflation as
well as uncertainty about the future. The way in which these
factors affect money demand is usually explained in terms of
the three motives for demanding money: the transactions, the
precautionary, and the speculative motives.

Supply of Money

There are several definitions of the supply of money.
Mlis the narrowest and most commonly used. It includes all
currency (notes and coins) in circulation, all checkable deposits
held at banks (bank money) and all traveler”s checks. A
somewhat broader measure of the supply of money is M2,
which includes all of M1 plus savings and time deposits held at
banks. An even broader measure of the money supply is M3,
which includes all of M2 plus large denomination, long-
termtime deposits — for example, certificates of deposit (CDs)
in amounts over $ 100,000.

213

Banking sector

Banks perform two crucial functions. First, they receive
funds from depositors and, in return, provide these depositors
with a checkable source of funds or with interest payments.
Second, they use the funds that they receive from depositors to
make loans to borrowers; that is they serve as intermediaries in
the borrowing and lending process.

When banks receive deposits, they do not keep all of
these deposits on hand because they know that depositors will
not demand all of these deposits at once. Instead, banks keep
only a fraction of the deposits that they receive. The deposits
that banks keep on hand are known as the banks’reserves.
When depositors withdraw deposits, they are paid out of the
banks” reserves. The reserve requirement is the fraction of
deposits set aside for withdrawal purposes. The reserve
requirements is determined by the nation”s bank authority, a
government agency known as the central bank. The central
bank is unique in that it is the only bank that can issue
currency. Deposits that banks are not required to set aside as
reserves can be lent to borrowers, in the form of loans. Banks
earn profits by borrowing funds from depositors at zero or low
rates of interest and using these funds to make loans at higher
rates of interest.

A balance sheet for a typical bank is given in Table. The
balance sheet summarizes the bank”s assets and liabilities.
Assets are valuable items that the bank owns and consist
primarily of the bank:s reserves and loans. Liabilities are
valuable items that the bank owes to others and consist
primarily of the bank”s deposit liabilitis to its depositors. In
table, the bank”s assets (reserves and loans) total $million. The
bank”s liabilities (deposits) total $ 1 million. A banking firm”s
assets must always equalliabilities.
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VOCABULARY

Banking system 0aHKOBCKasi cucTeMa bank sistemi
Commodity money TOBapHBIC JICHIH omtoalik, mal ,omtao
pulu
Fiat money JIEKPETHBIE ICHBIH mazuniyyot pulu
Bank money 0aHKOBCKHE JCHBIU bank pulu
Book credit y4eTHast CTOUMOCTh kreditin hesab doyori
KpenuTa
Check YyeK cek
Medium of CPEICTBI OOpEeIIeHHUs miibadils vasitosi
exchange

Store of exchange

CpCACTBO HAKOIUICHUA

valyuta ehtiyati

Unit of account

MCpa CTOMMOCTH

hesab vahidi

Liquid JIMKBUJIHBII likvidlik , nagd
Demand for money CIPOC Ha JIEHBI'U pula tolabat
Supply of money IIPEJIOKEHUE JIEHET pul tachizati
Currency BaJIIOTA valyuta
Checkable deposit YEKOBBIN JETIO3UTHBII cek depozit omanati
BKJIA]]
Traveler’s check JIOPOKHBIN YEK soyahat ¢eki
Saving cOepexeHme omanat
Time deposit CPOYHBIN AECMO3UTHBIN miiddotli depozit
BKJIA omanati
Certificate of cOeparaTKJIbHas! KHIDKKA omanat kitabgasi
deposit
Intermediary MOCPEIHUK vasitogi
Reserve pe3eps ehtiyat
Loan ccyna ssuda, borc
Asset aKTUB aktiv
Liability 00513aTeNBCTBOIO, ACCUB maosuliyyat, passiv
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Exercisel. Answer the Questions

1.What is money ?

2. Whatare the functions of money ?

3.What does medium of exchange mean ?

4.Can you explain the meaning of ‘“‘store of value ?
5.What is the third function of money ?

6.How many functions do banks perform ?

7.What do banks do when they receive deposits ?
8.What is a balance sheet ?

9.What are liabilities ?

Exercise 2.Give derivatives of :

definition competition bank
accept activity money
lendcollect measure

borrow economic exchange
advance value important
intermediarysupply involve
deposit pay transport

acquire government transferable

Exercise 3. Give the Russian and Azerbaijan
equivalents of these word- combinations

An important part; economic transactions; functions of

money;role of the banking system; money —creation process;
different types of money; direct exchange; medium of
exchange; store of value; unitof account; perchaser of the good;
to make decision; supply of money; checkable deposits; travel’s
checks;savings and time deposits; certificates of deposit ;
reserve requirement; balance sheep; deposit liabilities .

216



Exercise 4. Match each word or phrase on the left with
the correct definitions on the right

1. Bank - the business of a bank

2. Bank account — a day during the week when banks are
closed by law

3. Bank balance — someone who works in a bank in an
important position

4. Bank book — a credit card provided by your bank

5. Bank card - a book in which a record is kept of the
money you put into and take out of yourbank account

6. Banker — the amount of money someone has in their
bank account

7. Bank holiday — an arrangement between a bank and
a customer that allows the customer to pay in and take out
money.

8. Banking — a business that keeps and lends money
and provides other financial services

9. Bank manager — someone who has officially said
that they cannot pay their debts.

10. Bank note — the rate of interest decided by a
country’s main bank.

11. Bank rate — a piece of paper money of a particular
value that you use to buy things.

12. Bankrupt — someone who is in charge of a local
bank.

13. Bankruptcy — a document sent regularly by a bank
to a customer that lists the amount of money taken out of
and paid into their bank accont.

14. Bank statement — the state of being unable to pay
your debts
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Exercise 4. Read and act the Dialogue
Interview with aBank Manager

Reporter: As far as we know, last year was a year of
substantial progress for your bank, wasn’t it?

Banker: Yes, our bank made excellent progress. We
increased market share and profitability. At the same time we
continued to develop business infrastructure.

R: Could you substantiate it by some figures?

B: For example, the pre-tax profit increased by over 80%.

R: What would you attribute this success to?

B: This significant improvement arose mainly from
higher operating income reflecting improvement in net interest
and non-interest income. Retail customer deposits increased
progressively during the year. Loans and advances to customers
increased during the lattermonths of the year and at year end
were 4% higher than the prior year. Besides, we improved the
credit quality of our loan portfolios.

R: Is retail banking your specialist area?

B: No, not only. Like many banks we offer a combination
of wholesale and retail banking.We continued to increase our
presence in the health, education and charity sectors, the sectors
where we have developed specialized expertise.

R: Many banks follow this policy. They stay in a global
niche, focusing on particular areas.

B: I don’t think it’s fair to compare us to an ordinary
clearing bank. We are completely different.

R: Why?

B: We are a cooperative bank, and our mission is to
increase customer value, not shareholder value.

R: Is your policy bearing fruit?

B: Definitely. We constantly develop and introduce new
services and products we match our customers’ needs. The
number of customers is increasing.
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R: It is known that you are a long-established bank
commited to remaining at the forefront of innovation in the
interest of the customers.

B: And the community, I would add. The bank has
proved that a business can make profits achieving at the same
time socially desirable objectives. All the bank’s visa credit
cards are used to support charities.

R: Now that you have mentioned credit cards, I’d like to
say that customers’ service requirements are changing.
Increasing numbers of customers prefer the convenience ob
telephone banking, ATM’s for cash withdrawals, as well as
debit and credit cards

B: I can’t agree more. The changing needs of customers
and the advances of new technology have resulted in the
development of our Armchair Banking Service. It’s the largest
telephone banking system in our country. Almost half of our
personal and corporate customers regularly use the system yo
conduct all their routine banking business.

R: That’s nice to hear. Nevertheless customers appreciate
personal contracts with staff, don’t they?

B: You are right. Not only have we expanded our branch
network, but we have relieved the staff of routine tasks, which
allows them to provide a greater focus on direct personal
service and consultation

R: Thank you for your full information on banking.

It is interesting to know.

Which word? Agenda/ diary/ schedule/ timetable/ itinerary

A book with a space for each day where you write down
things that you have to do in the future is called a diary or a
date book (AmE) not an agenda.

An agenda is a list of items to be discussed at a meeting.
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You may also have a calendar on your desk or hanging up
in your room where you write down your appointments. A
diary or a journal is also the record that some people keep of
what has happened during the day.

An BrE your schedule is a plan that lists all the work that
you have to do and when you must do each thing and a
timetable is a list showing the fixed times at which events will
happen: a bus/train timetable.

In AmE these are both called a schedule.

An itinerary is a plan of a journey, including the route and
the places you visit.
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FREE TOPICS
ECONOMIC SYSTEMS

An economicsystem is quite simply the way in which a
country uses its available resources (land, workers, natural
resources, machinery etc.) to satisfy the demands of its inha-
bitants for goods and services. The more goods and services
that can be produced from these limited resources, the higher
the standard of living enjoyed by the country’s citizens.

Planned economies: Planned economies are sometimes
called‘command economies’ because the use of resources (such
as labour and factories) thatare usedto produce goods and
services as it owns factories, land and natural resources. A
planned economy is simply to understand but not simple to
operate. It does, however, have a number of advantages:

e Everyone in society receives enough goods and
services to enjoy a basic standard of living.

¢ Nations do not waste resources duplicating production.

e The state can use its control of the economy to divert
resources to wherever it wants. As a result, it can ensure that
everyone receives a good education, proper health care or
transport is available.

Several disadvantages also exist. It is these disadvantages
that have led to many nations abandoning planned economies
ever recent years:

e There is no incentive for individuals to work hard in
planned economies.

® Any profits that are made paid to the government.

e (Citizens cannot start their own business and so new
ideas rarely come forward.

e As a result, industries in planned economies can be
very inefficient.

A major problem faced by command or planned eco-
nomies is that of deciding what to poduce. Command eco-
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nomies tend to be slow when responding to changes in cannot
predict changes in people’s tastes and fashions. Planners are
like to underproduce some itemsas they cannot predict changes
in demand. Equally, some products, which consumers regard as
obsolete and unattractive, may be overproduced. Planners are
afraid to produce goods and services unless they are sure
substantial amounts will be purchased. This leads to delays and
queues for some products.

Mixed economies:A mixed economy means very much
what it says as it contains elements of both market and planned
economies. At one extreme we have a command economy,
which does not allow individuals to make economic decisions,
at the other extreme we have a free market, where individuals
exercise considerable economic freedom of choise without any
government restrictions Between these two extremes lies a
mixed economy. In mixed economies some resources are
controlled by the government whilst others are used in response
to the demands of consumers. The aim of mixed economies is
to avoid the disadvantages of both systems while enjoying the
benefits that they both offer. So, in a mixed economy the
government and the private sector interact in solving economic
problems. The state controls the share of the output through
taxation and transfer payments and intervenes to supply
essential items such as health, education and defence, while
private firms produce -cars,furniture, electrical items and
similar, less essential products. The U K is mixed economy:
some services are provided by the state (for example, health
care and defence ) whilst a range of privately owned business
offer other goods and services.

Market economies: In a true market economy the
government plays no role in the management of the economy,
the government does not intervene in it. The system is based on
private enterprise with private ownership of the means of
production and private supplies of capital, which can be defined
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as surplus income available for investment in new business
activities. Workers are paid wages by employers according to
how skilled they are andhow many firms wish to employ them
They spend their wages on the products andservices, they need.
Consumers are willing to spend more on products and services,
which are favoured.

Firms producing these goods will make more profits and
this will persuade more firms to produce theseparticular goods
rather than less favoured ones. This, we can see in a market
economy it is consumers who decide what isto be produced .
Consumers will be willing to pay high prices for products they
particularly desire. Firms, which are privately owned, see the
opportunity of increased profits and producethe new fashio-
nable and favoured products. The market system of economic
organization is also commonly described as a free enterprise or
laissez-faire, or capitalism system. Weshall use all these terms
to stand fora market economy. The framework of a market or
capitalisn system contains six essential features. They are:

¢ Private property

¢ Freedom of choise and enterprise

o Self — interest as the dominating motive

¢ Competition

¢ A reliance on the price system

¢ A very limited role of government

Principles of taxation

The 18"-century philosopher Adam Smith attempted to
systematize the rules that should govern a rational system of
taxation. In his books he set down three general canons. I. The
subjects of every state ought to contribute towards the support
of the government in proportion to their respective abilities,
that is, in proportion to the revenue which they respectively
enjoy under the protection of the state.
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The tax which each individual is bound to pay ought to be
certain, and not arbitrary. The time of payment, the manner of
payment, the quantity to be paid, ought all to be clear and plain
to be contributor, and to every other person.Every tax ought to
be levied at the time, or in the manner, in which it is most likely
to be convenient for the contributor to pay it. Although they
need to be reinterpreted from time to time, these principles,
especially the first, retain remarkable relevance. From the first
can be derived both of the leading views of what is fair in the
distribution of tax burdens among taxpayers. These are the
belief that taxes should be based on the individual’s ability to
pay, known as the ability-to-pay principle, and the benefit
principle, the idea that there should be some equivalence
between what the individual pays and the benefits he derives
from governmental activities.

Tax return

Tax return is the form on which you have to give
information so that your tax can be calculated. The definition of
the amount subject to taxation requires an analysis of the
taxpayer’s situation and of the legal provisions that apply to him.
With the income tax (and also some taxes on the transfer of
property, such as the inheritance tax), the taxpayer submits a tax
return providing information as to his occupation, his real and
personal property, his professional expenditures, and other
pertinent matters; a corporation supplies, additionally, copies of
the balance sheet, profit and loss statement, and minutes of the
general meeting that approved these financial reports. The return,
with the attached reports and statements, is meant to provide such
complete information that the assessing tax official (someone who
works for the government, deciding how much tax a person or
company should pay) can rely on it to compute the correct tax. In
examining tax returns, the basic principle is that a return is
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assumed to be correct until the assessing official determines
otherwise. In countries such as the United States, where the self-
assessment method prevails (the income taxpayer’s liability is
computed by himself), a minority of returns is selected for audit;
most of them are only checked as to timely arrival, inclusion of all
required forms and attachments, and arithmetical accuracy.

Stock exchange

Stock exchange — organized market for the sale and
purchase of securities such as shares (share — one of the equal
parts into which the ownership of a company is divided) and
bonds (bond — an official document promising that a go-
vernment or company will pay back money that it has bor-
rowed, often with interest). In developed capitalist countries,
the stock exchange has important functions: as a ready market
for securities, it ensures their liquidity (the state of being
readily convertible into cash) and thus encourages people to
channel savings into business; and, as a pricing mechanism, it
determines prices that reflect the actual value of a company’s
stock (the capital of a company). Trading is done in various
ways: it may occur on a continuous auction basis or it may
involve brokers buying and selling shares in a company for
other people. Membership requirements of the exchanges of
different countries vary mainly with respect to the number of
members and the rigour of the eligibility requirements.
Membership requirements also differ in the degree to which
government participates in their management. The London
Stock Exchange, for example, functions as an independent
institution, free from government legislation. In the United
States, stock exchanges are subject to specific legislative
regulation. In Europe, it is quite common for the members of
the exchanges to be appointed by a government official and to
have semi governmental status.
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Commodity Exchange

Commodity Exchange — also called Futures Market, or
Futures Exchange, organized market where futures contracts
are traded. A futures contract represents a binding agreement to
buy a commodity at a specified price on a specified future date.
Thus it is possible for a trader to obtain a guarantee for the
price he will have to pay for a commodity in the future. The
method of obtaining a price is usually in open outcry in the
commodity exchange. There are two basic types of traders in a
futures market: hedgers and speculators. Both are necessary to
the market in order to generate a sufficient volume of two-way
business. Hedging — the process whereby a dealer or investor
will seek to gain some protection against the possible loss of
their investment owing to some sudden movement in the
market. Hedgers seek to avoid or minimize the financial risks
associated with their current commercial activity by taking out
an insurance policy in the shape of a futures contract against
adverse price or interest-rate movements. On the other hand,
the speculator, in the expectation of makinga profit, seeks risk
by committing his funds to back his own view of higher or
lower prices or interest rates. Speculation — a risk on the
purchase of an asset (an item of property or value) that it will
rise at some time in the near future and can be sold for a profit,
or the sale of an asset on the assumption that its price will drop
and it can be purchased at a lower price, hence make a profit.

European Bank for Reconstruction and Development

TheEuropean Bank, with its headquarters in London, was
established in May 1990. It is the first international financial
institution the post-Cold War period, Its purpose is to foster the
transition towards open market oriented economies and to
promote private and entrepreneurial initiative in the countries
of central and Eastern Europe. The European Bank will
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endeavour to help the economies of these countries integrate
into the international economy, with particular concern for
strengthening democratic institutions, respect for human rights
and for envimentally sound policies. In fulfilling its purpose,
the Bank performs a wide range of functions designed to assist
countries with operations to implement structural economic
reforms, including demonopolization, decentralization and
privatization. The European Bank has the following depart-
ments: merchant banking (merchant bank - a bank that provides
banking services for business), development banking, finance,
personnel and administration, project evaluation, secretary
general, chief economist, communications and press, internal
audit. The Bank has 59 members: 57 countries and two insti-
tutions - the European Investment Bank (EIB) and the Eco-
nomic Community (EC), known as the European Economic
Community or Common Market.

Bank and its classes

Bank — an institution that deals in money and its substitutes
and provides other financial services. Banks accept deposits and
make loans and derive a profit from the difference in the interest
rates. They also have the power to create money. The two major
classes of banks are commercial and central banks. Commercial
banks accept savings deposits, make loans and other invest-
ments, and offer financial services that facilitate the exchange of
funds among individuals and institutions. In addition to the profit
derived from the difference in the interest rates, commercial
banks charge fees for various services. Central banks are in-
volved in the issue of money and maintain the country’s foreign
currency reserves. Central banks maintain the accounts of other
banks and supervise their activities. Central banks act as bankers
to governments, as the designers of monetary and credit policies,
and as lenders of last resort to commercial banks in the case of a
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financial crisis. Central banks also play a significant psycho-
logical role as guarantors of the monetary system. Central banks
may be nationalized organizations and are subject to government
control, but some of them can have independence from
governmental supervision.

Credit and crediting

Credit - transactions between two parties in which one
(the creditor or lender) supplies money, goods, services, or
securities in return for a promised future payment by the other
(the debtor or borrower). [Creditor is someone who money is
owed to. Debtor is someone who owes money.] Credit given is
an indication of trust in that person to pay for the goods given
or money lent. Credit transactions normally include the
payment of interest to the lender. Credit may be extended by
public or private institutions to finance business activities,
agricultural operations, consumer expenditures, or government
projects. Most modern credit is extended through specialized
financial institutions, of which commercial banks are the oldest
and most important. The lender must judge each loan he makes
on the basis of the character of the borrower (his intention to
repay), his capacity to repay (based on his potential for earning
income), and his collateral (property or other goods that you
promise to give someone if you cannot pay back the money
they lent you). [Loan is an amount of money that you borrow
from a bank.] Customers and lenders may publicly regulate the
terms of credit transactions to prevent abuses.

Credit risk
Credit risk in general, the risk that a lender will not be able

to get the money loaned back from the borrower. To guard
against, the credit risk is assessed either by a lending manager at
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an interview, or by the submission of a specially prepared form
which is designed to score the credit rating. Credit scoring is a
method of measuring the risk factor in a personal lending
situation. By using this computer method, the bank saves on
management time, clerical costs, etc. The procedure only demands
the time of a junior clerk to see that the customer completes the
form correctly and such data as marital status, address,
employment, income, etc. is fed into the computer and the answer
is given. Should the answer be unreasonable, then the loan
application can be referred to a senior official. Credit rating is a
judgement made by a financial institution about how likely a
person or business is to pay their debts. Credit rating is usually
obtained through the banking system or through the credit analyst
whose function is to research into the records / affairs of an
individual or company to assess whether that person / entity has a
degree of creditworthiness (creditworthy -considered to be able to
repay debts).

Unemployment Rate

The unemployment rate measures the percentage of the
total civilian labor force that are currently unemployed. The
civilian labor force consists of civilians (non-military
personnel), 16 years of age or older, who are willing to work
and are not incarcerated. The number of people unemployed is
determined according to certain criteria. In the U.S., an
unemployed person is a member of the civilian are not
considered a part of the civilian labor force and therefore are
not counted among the unemployed.

Frictional unemployment

Frictional unemployment is the term used to describe
unemployment that results from difficulties in matching
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qualifed workers with new jobs. Many qualified workers
seeking work are not able to find new jobs right away, usually
because of a lack of complete information about new job
openings. While it is likely that qualified workers will soon be
matched with new jobs, these workers are considered
frictionally unemployed during the time that they spend
searching for their new jobs.

Structural unemployment

Structural unemployment results from structural chan-
ges in the economy that course workers to lose jobs. The same
structural changes also prevent these workers from obtaining
new jobs. Structurally unemployed workers are not qualified
for the new job openings that are available, mainly because
they lack the education or training needed for the new jobs.
Consequently, the structurally unemployed tend to be out of
work for long periods of time, usually until they learn the skills
needed for the new jobs or until they decide to relocate.

An Accounting Overview

Accounting 1s frequently called the “language of
business” because of its ability to communicate financial
information about the organization . Various interested parties,
such as managers, potential investors, creditors, and the
government, depends on a compony’s accounting system to
help them make informed financial decisions. An effective
accounting system, therefore, must include accurate collecting,
recording, classifying, summarizing, interpreting, and reporting
of information on the financial status of an organization.

In order to achieve a standardized system, the accoun-
ting process follows accounting principles and rules. Regard-
less of the type of business or the amount of money involved,
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common procedures for handling and presenting financial
information are used. Incoming money (revenues) and outgoing
money (expenditures) are carefully monitered, and transactions
are summarized in financial statements, which reflect the major
financial activities of an organization.

The work of accountants is rather sofisticated. People
who specialize in the field of accounting are known as
bookkeepers and accountants. Bookkeepers deal in taxes and
different business transactions of the company. The
accountant’s responsibility is to analyze and interpret the
financial data and make it understandable for users. In the
United States, accountants are usually classified as private,
government, and public. Private accountants work solely for
private companies or corparations that hire them to maintain
financial records, and governmental accountants work for
governmental agencies. Both private and governmental
accountants are paid on a salary basis, whereas public
accountants receive fees for the services. Public accountants
work independently and provide accounting services such as
auditing and tax computation to companies and individuals.

Many accountants have special certificates after they
pass examinations in Institute of Accountants. Certified
accountants in England are called chartered accountants. In the
USA the certified accountants are called certified public
accountants (CPA).

Through effective application of commonly accepted
accounting systems, accountants provide accurate and timely
financial information that is necessary for organizational
decision-making. No expansion or recorganization is planned
without them. New products and advertising campaigns are also
prepared with the help of the accountant.
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INTERNATIONALMONETRAYINSTITUTIONS

There is little exaggeration in saying that international
monetary developments affect all individuals as workers, con-
sumers, travelers, businessmen producing goods for domestic
or foreign markets, and investors at home or abroad. The
channels which transmit the impact of monetary events to
people in their various roles in society are numerous.

Employment opportunities for some workers are im-
proved when exports thrive and are weakened for other workers
when foreign products compete effectively in price or quality
with domestic output.

A movement in the exchange rate may benefit an
individual in one of his roles but leave him worse off in
another. The individual as a consumer may have a different
view of and a different interest in what happens in the
international monetary sphere from that of the individual as a
worker.

Business activity is heavily influenced by international
monetary conditions affecting prices, exchange rates, impo-
sition of controls on exports imports or on capital movements.

Interdependence among nations has intensified lately,
thus there is great interest in the functioning of the international
monetary system.

The international monetary system is a set of arran-
gements, rules, practices, and institutions under with payments
are made and received for transactions carried out across
national boundaries. The international system in concerned not
only with the supply of international money but with the
relationships among the hundred or so currencies of individual
countries and with the pattern of balance-of-payments
relationships and the manner in which they are adjusted and
settled.

International institutions: the World Trade Organization,
the Organization for Economic Cooperation and Development
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(OECD),the Bank for International Settlements (BIS),the
United Nations Conference on Trade and Development
(UNCTAD),the World Group and other organizations.

The international monetary system is afflicted with
problems. The main reason is that the nations that participate in
it are politically independent but economically and financially
interdependent.

This discrepancy determines the functions of the
international monetary system; at its best, the system acts to
reconcile the conflicting economic policies of its politically
independent members.

In order to perform this reconciling function, the system is
concerned, first, with how nations act to influence their
balance-of-payment positions, with their policies that affect
exchange rates.

The system is concerned, second, with how nations settle
their accounts with one another. Third, the system is concerned
with the amount and form of international money.

In broad terms, the international monetary system
involves the management, on one way or another, of three
processes:

1) the adjustment of balance-of-payments positions,
including the establishment and alteration of exchange rates.

2) the financing of payments imbalances among countries
by the use of credit or reserves; and

3) the provision of international money.
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FINANCIAL MARKETS.THE BOND MARKET

People and organizations wanting to borrow Money are
bought together with those having surplus funds in the financial
markets.

There are a great many different financial markets, each
one consisting of many institutions, dealing with different
instruments in terms of the instrument maturity and the assets
backing it, and serving different types of customers.

Generally, financial markets are classified as Money or
capital markets and primary or secondary markets.

Money markets deal in short-term securities having
maturities of one year or less. Capital markets deal in long-term
securities having maturities greater than one year. An investor
who purchases new securities is participating in a primary
financial market.

So, when businesses, units of government or individuals
can not satisfy their needs for funds by revenue from sales of
goods and services, they can turn to either debt financing (any
process by which the firm gets cash or some other assets in
return for a promise to pay an agreed upon sum plus interest) or
equity financing (any process by which a firm raises funds in
return for a share in its ownership and management).

Some sources of funds available to businesses (like
issuing stock) are not available to governments go into debt —
they borrow short and long-term funds by issuing bonds.

A bond is an instrument in which the issuer
(debtor/borrower) promises to repay to the lender/investor the
amount borrowed plus interest over some specified period of
time .It should be stressed that one of the most important
characteristics of a bond is the nature of its issuer. Issuers
include federal (central) governments and their agencies,
supranationals (such as the World Bank, the Asian Deve-
lopment Bank), municipial governments, and nonfinancial and
financial corporations.
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By far the largest issues are central governments

There is no uniform system for classifying the global
bond markets. Quite a number of financiers consider it
appropriate to use the following classification. From the
perspective of a given country, the global bond market can be
classified into two markets: an internal bond market and an
external bond market. The internal bond market is also called
the national bond market. It can be decomposed into two parts:
the domestic bond market and the foreign bond market.

The domestic bond market is where issuers domiciled in
the country issue bonds and where those bonds are
subsequently traded. The foreign bond market of a country is
where bonds of issuers not domicilied in the country are issued
and traded.

Bonds traded in the US foreign bond market are
nicknamed Yankee bonds. In Japan, foreign bonds issued by
non-Japanese entities are nicknamed Samurai bonds. Foreign
bonds in the United Kingdom are nicknamed bulldog bonds, in
the Netherlands-Rembrandt bonds and in Spain — matador
bonds.

The external bond market, also called the international
bond market, includes bonds with several distinguishing
features: 1)they are underwritten by an international syndicate,
2)at issue they are offered simultaneously to investors in a
number of countries, 3)they are issued outside the jurisdiction
of any single country, and 4)they are in unregistered form. The
external bond market is commonly referred to as the offshore
bond market, or more popularly, the Eurobond Market. The
Eurobond Market is divided into different submarkets
depending on the currency in which the issue is denominated.

Computerization in bond markets has reduced costs of
trading bonds and made them more convenient to hold and
transfer: they are not issued in certificate form — they are only
computer entries.

235

INVESTMENT ACTIVITY

In economic science, investment is capital expenditure on
physical productive assets, e.g. machinery, factory buildings,
roads, bridges, houses, and stocks.

Real investments generally involve some kind of tangible
asset.

As a financial term investment embraces purchases of
stock exchange securities or deposits of money in banks, buil-
ding societies, or other financial institutions, with a view to
income and, in appropriate cases, capital gains.

Users of capital, from governments to every kind of
industrial or commercial joint-stock company, all depend for
the supply of their financial resources on those who are willing
to invest their funds, on investors.

Investment is closely associated with other aspects of
economic order such as the role of financial centres, labour
migration, and the regime of international trade prevailing at
the time.

Technological advances, the removal of exchange
controls and financial deregulation have all contributed to the
expansion of international capital flows. As a result foreign
investment has becomea fundamental feature of international
economic development.

There are two main channels for international investment:
foreign direct investment(FDI) and foreign indirect investment,
or portfolio investment.

Foreign direct investment (FDI) occurs when citizens of
one nation(the “home” nation) acquire managerial control of
economic activities in some other nation (the “host” nation).
Setting up a foreign operation through a joint venture, estab-
lishment of a foreign branch or the purchase or formation of a
foreign subsidiary are examples of foreign direct investment.

Firms controlling activities in several nations have
become known as “multinational enterprises” (MNSs), “trans-
national corporations”(TNCs) and, more recently, “global
corporations”.
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The reasons why effects of FDI are generally assessed as
positive can be summarized as follows: first, FDI speeds the
international diffusion of new Technologies and other
efficiency enhancing intangible assets, such as organizational
skills. Then, FDI in many national markets will stimulate
competition among firms.

The process of supplying capital to a foreign institution,
through a loan or purchase of stock, without sharing in the
institutions management is foreign indirect investment.

In financial circles, individuals or households that own
securities are known as individual investors. Along with them,
there are institutional investors.

Institutional investors are a group of investors who have
funds to invest as a consequence of the conduct of their
business. The group includes insurance companies, banks,
investment trusts, financial and industrial companies.

The past 30 years have witnessed a concentration of
financial power in the hands of institutional investors. In 1990
they controlled over $6 trillion in assets, the majority invested
in common stock and corporate and government bonds.

An investor, when confronted with a list of investment
possibilities, will want to assess the risks and general
advantages and disadvantages connected with putting his or her
Money into this or that security. To receive higher return,
investors must be prepared to accept a higher level of risk.
Trying to limit or minimize the risk investors construct and
diversify port folios and spread their foreign investments
among a number of different countries.

Institutional investors have contributed to development of
new types of investment management techniques, sophisticated
portfolio monitoring, have pioneered the application of
quantitative security valuation techniques, such as dividend
discount models.

In spite of the existing obstacles, recent years have seen a
growing interest of foreign investors in the Russian market.
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TRADING IN THE FOREIGN EXCHANGE
MARKET

Any one country's currency is a legal tender only within
its national boundaries. To trade beyond these boundaries
involves exchange of monies. Exchange of currencies is
possible if national currencies are interchangeable. The terms
on which one currency will exchange against another are
referred to as rate of exchange. The rate of exchange is the
value of one unit of the foreign currency expressed in the other
currency concerned.

Currencies can be bought or sold in the foreign Exchange
Market. The foreign Exchange Market is the oldest financial
market in existence. It also the largest international financial
market in the world.

The market performs two major functions: it facilitates
the foreign exchange needs of exporters and importers, and it
enables individuals, corporations and governments to obtain a
desired currency mix of their portfolios.

Trading in the Market occurs 24 hours a day in various
centres around the world. Deals are concluded bilaterally over
telecommunications Networks by different counterparties,
some of whom serve as market makers or dealers.

The exchange market is global in character, it does not
have one centralized location; trading is heavily concentrated in
a handful of centres: London, New York, Tokyo, etc. The great
majority of foreign exchange trading takes place in the
interbank market between traders or market makers who
represent large commercial banks or other financial institutions.
Foreign exchange departments of large commercial banks are
linked across the world through a sophisticated network of
communication systems. The market consists of three major
sectors: the spot market, the forward and futures markets and
the currency options market.
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Somewhat more than half of all transactions are spot
deals. In other words, they are transactions which call for the
delivery of the two currencies exchanged within two business
days. The remainder of the deals can be classified as outright
forwards, swaps, futures and options.

Such transactions are performed by customers who do not
know when they will need foreign currency to overcome the
growing exposure to currency risks in the conditions of foreign
exchange rate volatility.

The cost of transacting in thewholesale market is
reflectedin the bid-ask (or bid-offer) spread .Prices in the
market depend on the volume of transactions ,exchange rate
volatility ,the availability of relevant information and the
strength of competition in the market.

As prices are different in different markets, Professional
dealers take advantage of it buying, say, US dollars for Yen in
Singapore and selling them in London for sterling and then
back into Yen in New York — all for a profit. The operation is
called currency arbitrage.

The delivery of the individual currencies involved in a
foreign exchange transaction typically takes place through the
payment systems of the two countries whose currencies are
traded.

The reliance on the domestic currency payment system of
individual countries for the clearing and settlement of foreign
exchange transactions means that the stability and integrity of
the global foreign exchange market depends on both the
soundness of the individual counterparties and the robustness of
national payment systems.

239

Financial Statements And Their Elements
A.BALANCE SHEET

The position of the enterprise is present in the balance
sheet. That statement shows resources and the claims to or
interests in them and provides an indication of the financial
strength of the enterprise.

The balance sheet includes the following elements:

ASSETS

Assets include property, plant and equipment, financial
leases, investments in subsidiaries and other enterprises; long-
term receivables; purchased goodwill, patents, trade Marks and
similar intangibles; marketable securities; current receivables
(or trade debts); inventories; cash and bank balances; and
prepaid expenses.

Assets arise from past events, which may be cash or non-
cash transactions. Assets may be purchased, exchanged for
other assets, self-generated or received as grants or donations.

An asset is recognized when it is reasonably certain that
the future economic benefit embodied in it will flow to the
enterprise.

In a number of countries, intangible assets such as
concessions, patents, licences, trade marks and similar rights
and assets may be recognized in the balance sheet only if they
were acquired for a valuable consideration. A number of
countries allow assets to be carried on the balance sheet only if
the reporting enterprise is the legal owner.
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LIABILITIES

Liabilities include long-term loans and debentures, short-
term loans, and bank overdrafts, payables, pension plans and
similar financial obligations. The scope of definition of
liabilities covers obligations whose financial amounts can or
cannot be established precisely. It therefore covers what is
usually described as provisions in some countries. Provisions
are liabilities, the amount of which cannot be established
precisely, or the occurrence of which is uncertain. In some
countries, provisions may not be used to adjust the value of
assets. In those countries, value adjustments on debtors are
referred to as write-downs. In other countries, write-downson
debtors are commonly referred to as provisions. Provisions
should be distinguished from reserves, which are amounts set
aside under equity for future use with respect to obligations
which may arise from probable or possible events.

A liability is recognized when it is reasonably certain that
a future reduction in economic benefit will result from the
settlement of the obligation.

EQUITY

Paid-in capital is treated differentl in many countries, in
some of which all amounts paid in by equity shareholders are
classified as paid-in and are not further categorized. In other
countries, paid-in capital is divisible into two types: that
relating to the par value of the shares offered for sale and that
relating to share premium or additional capital. In consolidated
balance sheets, the amount of equity should be given separately
for the shareholders of the parent enterprise and for other
shareholders.

Equity is a residual arising from the deducation of
liabilities from the assets of the reporting enterprise. Equity
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arises from two sources: that provided by shareholders ( for
example, paid-in capital) and that generated by the activities of
the enterprise (for example, earnings less distributions to
shareholders, unrealized surpluses).

INCOME STATEMENT / PROFIT AND LOSS
STATEMENT

The income statement, or profit and loss statement mea-
sures the performance of an enterprise. The bottom line of this
statement is the net result of the operations of the enterprise in
the reporting period. It reveals the change during the period in
the equity of the enterprise resulting from its operations.

Revenues

Revenues are inflows or enchangements of assets ( or
reductions of liabilities) that arise in the course of the normal
activities of the enterprise.

The events that result in revenues and revenues
themselves are referred to by a variety of names: including
sales, fees, interest, dividends, royalties and rent.

Expenses

Expenses are outflows or depletions of assets (or addi-
tions to liabilities) that arise in the course of the enterprise’s
normal activities.

The events from which expenses arise and expenses
themselves are referred to by a variety of names, including cost
of sales, wages and deprecation.

An expense is recognized when it is realized that an
expenditure does not produce future economic benefits, It also
recognized when a liability is incurred without the recognition
of anasset. When it is possible to do so, expenses are
recognized in the income statement on the basis of direct
association between expenses incurred and the earning of
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specific items of income. The process is commonly referred to
as matching of expenses with revenues.

Gains and losses

Gains are increases in equity that result from transactions
that are incidental to the enterprise’s activities and from other
transactions, events or circumstances affecting the enterprise
during a period, except those that result in revenues or equity
contributions.

Losses are decreases in equity that result from
transactions that are incidental to the enterprise’s activities and
from other transactions, events or circumstances affecting the
enterprise during a period, except those that result in expenses
or distributions of equity.

Gains are normally recognized when realized. Losses are
normally recognized when realized or when it becomes evident
that there is an impairment in the value of the assets, or an
increase in the liabilities, to which the losses relate.

definition Advance compete contract
accept Intermediary activity substantiate
lend Depositor collect progressive
borrow Acquire commitment withdrawal
Tax Subject investment evasion
provision Treat audit avoidance
influence Assess appeal arrangement
improve Allowance indirect discrimination
exaggeration Define establishment participate
govern Reduce development advise
employment Payment authority reconcile
movement Adjustment worker provision
different Serve purchase creditor
existing Satisfy trade ownership
measure Dominant doubt sovereign
divide Experience lender restrict
origin Expansion regulate application
transfer Appearance quote borrow
examination Dealer allocate advance
interest Active contribute exporter

TEST YOURSELF
Give derivatives of the words :
economy Supply expansion
employment Regulation growth
competition Production consumer
scarcity Allocation policy
provision Distribution finance benefit
encouragement Funds budget estimate
determination Classification spending governance
practice Organization independence transfer
important Intervene choose tend
national Independent maintain represent
function Governor finance stability
supervise Executive deposit progress
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Match the words below with their definitions.

1.

interview  a. a public notice, usually printed
in a newspaper, of foods for sale

advertisement or services offered; or of goods

offered; or services wanted

experience

appointment b. a letter of an employer asking
for employment.

qualification c. an office for which a person has
been chosen.

application d. something such as a degree or
a diploma that you get when you
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successfully finish a course of study.
e. a formal meeting in which
someone asks you questions to find
out if you are suitable for a job,
course of study, etc.

f. knowledge and skill gained through
time spent doing a job or activity.

Match the words below with their definitions.

1. capital a. amount of sales of goods or
services produced

2. investment by a company in a particular
period of time

n

. breakdown d. anyone who buys and uses
goods and/or services

6. to forecast

7. to extrapolate e. relating to towns and cities
or happening there

8. urban

9. inflation f. per head, for each member of a

population

10. per capital  g. key indicator of an economy's
health, annual value of goods
sold and services paid for inside
a country

h. period of rising prices during which the

3. dividends

b. one of the equal parts of
a company that you

purchasing power of money is falling

i. make calculations about what is likely to happen
or be true using information and figures that you already
have

4. share can buy as a way of investing money

S. profit c. the money that remains after
the costs of doing

6. earnings business have been paid

7. turnover d. the profit made by a company

e.payments corporations make to their shareholders
f. placing of money so that it will increase in value
g. money needed to start or grow a business

Match the words below with their definitions.

1. consumer a. make a statement about what
is likely tohappen

2. disposable  income

3. proportion  b. analysis; information, separated
ingross domestic different groups,
details shown item by item

4. product (GDP) c. income left after tax and national
insurance have been deducted
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j- a quantity of something that is a part or share of

the whole

Match the words below with their definitions.

1. target market a. plan, usually annual, for
a company's
2. market segmentationmarketing activities,
specifying expenditure
3. marketing plan and expected revenue and
profits
4. marketing strategy b. possibility of going into
a market for the
S. marketing opportllnity first time
6. marketing effort  c. division of the market or
consumers into certain cate
gories according to their buying
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habits
d. company's marketing activities
e. market in which a company is planning to sell its goods
f. strategy or planning for marketing activities

Match the words below with their definitions.

1. demand curve a. the price wholesalers and
distributors pay
2. inelastic demand  to the producer for goods
3. discount b. the difference in price between
what
4. factory gate price retailers pay for a product and
what they sell
5. penetration strategy the product at
6. price war ¢. a situation when sales are not
affected much by price rises
7. retail margin
8. selling costs d.a period during which several
9. break even competitors aggressively lower
their prices
10. unit price in an effort to build up market share
e. reduction of price in return
for bulk sales or to a favored
customer
f. to balance costs and receipts and reach level of
production when sales begin to exceed the investment
g. a pricing strategy based on low pricing and low
unit profits
h. the line on a graph which shows the relationship
between prices and consumer demand
i. the price for one item
j-the costs involved in distributing, promoting and
selling a product
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Choose the best definition for each of the
expressions below.

1. cost of production

a. selling price for a finished product

b. all expenses for raw materials, heating, lighting,
electricity, etc.

c. all costs involved in making a product ready for
distribution and sale

2. cost of sales

a. total costs involved in making a product or
service, distributing it and selling it

b. cost of selling a product in salaries, commis-
sions, etc.

c. the price of a product when it is sold

3. selling costs

a. the total money raised selling a product or
service

b. the costs involved in distributing, promoting and
selling a product

c. the salaries and other expenses paid to the sales
representatives

4. fixed costs

a. prices established by the government

b. costs which are decided by the management of a
manufacturing company, not by suppliers or retailers

c. costs which do not depend on quantity of
production, e.g. heating, lighting, rent

5. variable costs

a. costs which change according to the quantity of
production, such as raw materials, components, overtime
pay, etc.
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b. costs which are difficult to estimate as they may
suddenly change because of changes in the market, such
as competitors' pricing

c. costs which change according to the time of the
year, e.g. warm clothes for winter, or summer fashions

6. overheads

a. regular costs associated with the day-to-day
running of a company

b. additional expenses because of a higher than
expected demand for products

c. extra costs above what was planned in the costs
budget

7. unit cost

a. the costs associated with all production of all
products

b. the cost involved in making one single example
of a product

c. the total costs for any one part of a factory
producing one type of product

8. cost of labour

a. cost of all work involved in making a product or
service ready for sale

b. cost of manual workers employed by a company

c. cost of industrial action by employees

Match each word on the left with a word on the right.

1. advertising  a. the advertising campaign
2. target b. mix
3. to run c. advertisements
4. promotional d. customer
5. television e. advertising
6. newspaper  f. mail
7. street g. commercials
8. direct h. efforts
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Match the words below with their definitions.

1. promotional a. a television or radio program
me in which

2. campaign well-known people are invited
to talk ab

3. promotional tools various topics
4.promotional mix  b. special discount offered
as part of the
5. promotional budget promotion for a product
6. promotional discount ¢. material used in
promotion, such as
7. chat-show display materials and sales literature
8. point-of-sale d. coordinated activities to
increase sales of
merchandising a new product

9. at a premium e. difficult to obtain and
more expensive

10. promotional than usual allowance

f. samples of good not costing any money

11. free samples g. forecast cost of promoting

a new product

h. discount which is

offered to a buyer in return
for some pro motional activity
i.organizing the display and
promotion of goods in retail
outlets

j. combination of all the
elements that make up a
company 's promotion

250



Match the words below with their definitions.

Match the words below with their definitions.

1. external finance a. value of the assets of 1. monetary system a. paper money and coins issued by the
a company held as 2. bank charter federal government
2. internal finance  shares 3. to centralize  b. to organize from a central point
3. to take charge b. an amount of money kept for 4. to decentralize c. referring to money or currency
future use S. stability d. to make coins
4. over property ¢. an agreement in which you 6. to charter e. being steady or not moving up
continue to and down
5. to exploit use your property after you 7. currency f. money in the form of coins
sell it, while 8. treasurer g. someone who is in charge of
6. short- term loan  making regular payments to the money
the new owner 9. the Treasury that belongs to an organization
7. share capital d. to make something exist that 10. toissue h. to organize from various points away
did not exist 11. coinage system from the centre
8. collateral / security before 12. to mint i. to say officially that a town,
9. leaseback e. money that a person or organization
institu-tion such as 13. to back or bank officially exists and has special
10.interest a bank charges you for lending 14. specie rights
you money j- a government department responsible for acountry's
11. to create f. money, provided to run a financial matters
business that k. official government document allowing the esta-
12.to raise money  comes from within the firm blishment of a bank
1. to support someone or something, especiallywith
g. an amount of money that you borrow from a bank money, power or
for a short period of time influence

h. money, provided to run a business that comes m. to officially produce something such as new
from outside the firm stamps, coins or s shares and make themavailablefor
people to buy
n. the system of metal money use in a country
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Match the words below with their definitions.

1. corporate culture a. the feeling that you are
some one who
2. full-time deserves to be liked, respected, and
3. launch a company admired
4. positive reinforcement b. a company which sells
its products
S. vertically integrated directly to retailers corporation
c. the attitudes and beliefs
about
6. a single mother something that are shared in a particular
7. self — esteem corporation
8. direct-sales company d. a person who works for a
little
9. blind date company with low turnover and few
10. tenacity employees
11.corporate structure e. a combination of
companies involved
12.small-business operator in different steps of the same
13. radio personality production process
14.a record-breaking year f. a year when highest
achievements and best
results have been achieved
g. to start a new business, especially one that involves
some risk
h. a system of incentives encouraging people to work
harder or start new activities
i. a mother who looks after her children on her own,
without a husband
j- an arranged meeting between a man and woman
who have not met each other before
k. working all the normal working time (i.e. about se-
ven hours a day, five days a week)
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1. someone who works for a broadcasting company

m. determination to do something and unwillingness to
stop trying even when the situation becomes difficult

n. the structure of a corporation

Match the function in the left column with the
appropriate expression in the right one.

giving opinions —  a. It is clear (that) ...
expressing certainty- b. I might as well add that...
expressihg doubt-  ¢. That's right.
expressing disagreement-d. In my opinion,
expressing agreement- e. I really can't agree
with you there.

6. developing the idea-f. It is most doubtful (that)...

N

Match the function in the left column with the
appropriate expression in the right one.

1. connecting ideas-  a. major consideration should
be given to ...

2.drawing conclusions-  b. to begin with I'd like to say ...

3. starting conversationc. to sum up ...

4. discussing main ideas- d. nevertheless ...

5. generalizing- e. at the same time ...

6. expressing contrast f. it is generally known ...
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TESTS
1.The money used in a country is its
a)property
b) money

C) currency

2.Money in notes (banknotes) and coins is called
a) extra money

b) cash

C) paper money

3. Money paid monthly by an employer is ...
a) wage

b) salary

¢) bonus

4. Money paid by weekly is a...
a) salary
b) wages
¢) bonus

5) Money received for working extra hours
a)commission

b)fees

¢) overtime

6) A certain percentage of the income that paid to

salespeople is

a) a pension
b) commission
¢) a bonus
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7. Extra money given for good financial results
a) bonus

b) salary

¢) bills

8. Money paid to protection ( protession) people ( lawers)

a) overtime
b) fees
c) wages

9. Money paid by the government to unemployed or sick

people

a) sosial security
b) living expenses
¢) health insurance

10. Money paid to a retired person
a) rent

b) a pension

C) tax

11. Amounts of money that people spend regularly are
a) income

b) wages

) outgoings

12. All the money that people receive or earn
a) outgoings

b) income

c) salary

13. Money spent on everyday needs
a) rent

b) fees

c¢) living expenses
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14. Money for electricity, gas, telephone connections and

other services

a) fees
b) mortgage
c) bills

15. Money paid for the use of a house or flat
a) bills

b) mortgage

c) rent

16. Repayments of money borrowed to buy a house or flat
a) rent

b) mortgage

c) fees

17. Financial protection against medical expenses for

accidental injuries

a) living expenses
b) health insurance
¢) credit card

18. Money paid to finance goverment spending
a) commission

b) tax

¢) social expenses

19. A financial plan that shows how much money a

person or an organization expects to earn and spend

a) balance sheet
b) income statement
c¢) budget
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II. 1.Money that people need to do business
a) loan

b) capital

c¢) share

2. Money borrowed from banks
a) capital

b) interest

¢) loan

3. The amount paid to borrow the money
a) interest

b) stock

¢) profit

4. Certificates representing units of ownership of a company
a) diploma

b) share, equities

¢) chart

5. The people who invest money in share
a) investors

b) shareholders

¢) creditors

6. Money that shareholders provide
a) capital

b) revenue

c) share capital

7. A person or an organization that invests money in

smth. to make it better

a) investor
b) lender
¢) profits
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8. Loans that pay interest and are repaid at a fixed future date
a) debt

b) bonds

¢) profits

9. Money that is owed to other people or business
a) loan

b) bond

c¢) debt

10. In accounting, companies’ debts are called
a) assets

b) working capital

¢) liabilities

11. The money that a business uses for everyday expenses
a) income

b) capital

c) working capital or funds

12. All the money coming into a company during a given

period is

a) expenses
b) capital
c) revenue

13. Money after all expenses
a) divident

b) profit

¢) retain

14. A part of profit that a company pays its shareholders
a) tax

b) expenses

¢) divident
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15. A proportion of profits that a company pays to the

government

a) pension
b) tax
¢) debt

16. Some of the earnings that a company keeps for future use
a) capital

b) profit

c) retained earnings

17. It is a paper that companies give information about

their financial situation

a) bill
b) financial statement
¢) income statement

18. It is a paper that shows the company’s assets, lia-

bilities and its capital

a) profit account
b) bills
¢) balance sheet

19. The things that a company owns
a) liabilities

b) capital

c) assets

20. The money that a company owes

a) income

b) liabilities

C) expenses

21.The Seller undertakes ... and the Buyer ...
a) to damage ; to ruin

b) to sell;to insure
c) to sell ;to buy
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22. A contract is
a) a rule between the Buyers and the Sellers
b) a payment between the Buyers and the Sellers

c) a legal agreement between the Buyers and the Sellers

23. Guarantee is

a) atest

b)an income

C) a written promise given by a company

24 Arbitration is

a) a packing of the goods

b) a delivary of the goods

¢) an official process of solving disputes

25. Delivary is

a) to set a price

b) the act of taking goods to people
¢) to sort out the goods

26 Privatization is

a) a guarantee

b) an insurance

c) to privatize the state property

27. To attract investment is

a) to get rid of extra money

b) to involve the currency of different countries
C) to save money

28 Budget deficit is

a) a lack of money

b) the reduction of inflow
¢) the foreign currency
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29. Entrepreneurship is

a) to control the high — skilled people
b) to own private property

¢) to work under pressure

30. Ainvestor is
a) a creditor
b) a person or an organization that invests money

in something

c) a lawyer

31. Without ... sleep, you won’t be able to do well

at the exam.

a) enough a
b) enough
¢) enough of

32. Customs ... one country to another
a) differ than

b)different

¢) differ from

33. I entered one ...
a) competitor

b) compete

c) competition

34. We thought she ... today
a) will come

b) was coming

¢) have come

35. The meeting was cancelled ... heavy snowfall
a) as a result

b) due to

c) because
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36. If you ... them well in advance, they will come
a) informed

b) will inform

¢) inform

37. There is a ... teachers at the school
a) shortage

b) short of

¢) shortage of

38. Kevin ... to go into business with his father
a) planning

b) plans

¢) had planned

39. The management made us ... doing it for next week
a) put on

b) put off

¢) put down

40. Jim is unemployed now, so he is looking for ...
a) a work

b) a job

c)job

41. One of the least effective ways of storing

information is learning ...it

a) to repeat
b) how repeat
C) repeats

42. A person who owns a stock certificate is called ...
a) stockholder

b) stockkeeper

¢) stocktaker
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43. ... , the company’s performance proved to be

successful

a) whole
b) as a whole
¢) while

44. My mother always forgets where she ... her hat
a) lays
b) lies
c)laid

45. The water level ... when it rains every spring
a) rose

b) raises

C) rises

46. lasked him ...

a) who was he calling
b)whom he was calling
¢) whom was he calling

47.The purchaser of this automobile is protected by

the manufacturer’s ...

a) guarantee
b) thread
C) issue

48. This apartment ... perfect if it were a little lighter
a) is

b) were

c) would be
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49. The company is not allowed to ... its budget
a) be greater than

b) being lower than

¢) have equal from

50. They ... in persuading me to start working
a) fulfilled

b) managed

¢) succeeded

Choose the correct variant (a, b or c¢) that best
completes the sentence.)

1. At the basis of international trade are the
concepts of

a.well-developed means of production
b. specialization and economic interdependence
c. well-tapped natural resources

2. A nation's absolute advantage is measured in
relation to

a. natural resources
b. means of production
c. other nations

3. A nation's comparative advantage is measured in
relation to

a. all the goods and services the nation produces
b. voluntary exchange of goods
c. labor force
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4. Brazil enjoys an absolute advantage over the
United States in

a. coal production
b. coffee production
c. steel production

5. The United States enjoys an absolute advantage
over Brazil in the production of

a. manufactured foodstuffs
b. convenience goods
c. manufactured goods

Choose the correct variant (a, b or c¢) that best
completes the sentence.)

1. Horizontal and vertical combinations have been
common since

a. the mid-1960s

b. the mid -1970s

c. the mid-1800s

2. Multibillion-dollar corporate mergers occurred __.
a. in the mid-1970s
b. in the mid-1980s
¢, in the mid-1960s

3. The classic example of a conglomerate is .

a. the International Telephone and Telegraph
Corporation

b. the Standard OIL Company

c. the United States Steel Corporation
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4. One of me major business advantages of cor-
porate mergers is

a. worker satisfaction

b. efficiency

c. production facilities

5. One of the major disadvantages of corporate
mergers for consumers is

a. decreased efficiency and profits

b. increased competition in the marketplace

c. decreased competition in the marketplace

6.The increased size of merged corporations often

makes it possible
a. to borrow more capital
b. to hire new employees
c. to build new plants

7. The lack of competition in the market place may
result in

a. additional capital recourses

b. higher prices for consumers

c. increased production efficiency

8. The firm attempted -------- its nearest competitor.
a. taking over

b. to take over

c. take over

9. We had to delay--------- the new product.
a. launching

b. to launch

c. launch
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10. Every year we make a ------ to a wellknown wild life
association.

a. supplement

b. order

c. contribution

Choose the correct variant (a, b or c¢) that best
completes the sentence.)
1. The most competitive type of industry is that with

a. pure monopoly
b. perfect competition.
c. total production

2. Buyers must have to information
on the products and prices available.

a.easy access
b. demand

c. supply

3.Monopolies often advertise their product or
service to

a. make a profit

b. control prices

c. promote the company's image.

4. The government gives utility companies the
______ to provide service in a specific geographic region.

a. copyright

b. exclusive right

c. huge income
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S. ____ encourage firms to invest in the re-
search and development of new products and production
techniques.

a. patent laws

b. buyers and sellers

C. consumers

6.-—---———-- are large shops which sell a wide variety
of products.

a. grocery

b. green grocery

c. department stores

7. Price is not the only thing that customers
consider when ------- about which product to buy.

a. doing a decision

b. making a decision

c. doing business

8. Customers --------- about the poor quality of
frozen vegetables on sale in our store.

a. did complaints

b. made complaints

c. made research

9. When two or more people want to start a business
together they can set up a ------

a. corporation

b. concern

c. partnership

10. Net profit this year ------- around $ 200 million.
a. should be

b. should have been

c. should being
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Choose the correct variant (a, b or c¢) that best
completes the sentence.)

1. The production concept holds that consumers
will favor products .

a. that offer the most quality and performance

b. that are available and highly affordable

c. that are very comfortable

2.The marketing concept holds that achieving
organizational goals depends on

a. improving production efficiency

b. developing new competitive products

c. determining the needs and wants of target
markets

3. Under the marketing concept, companies produce

a. what consumers want
b. unsought goods
c. highly affordable goods

4. If the demand for a product in the market is
bigger than the supply the companies should

a. improve productivity

b. increase production

c. bring down prices

5. The societal marketing concept calls for _____
a. increasing production and bringing down prices
b. balancing demand for a product and the supply
c. balancing company profits, consumer wants, and

society's interests
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Choose the correct variant (a, b or ¢) that best
completes the sentence.)

1. Price in a market is determined by
a. the number of consumers

b. supply and demand forces

c. government policy

2. Market eequilibrium when
a. demand is higher than supply
b. demand is lower than supply
e. the supply and demand for a product are equal

3. The desired demand is the information showing
the amount of the product that

a. consumers are willing to buy at different prlces

b. consumers actually buy at a particular price

c. consumers are hesitating to buy

4. Demand is concerned with

a. producer's side of the market
b. the buying side of the market
c. production decisions

5.The average total costs of productionare _____

a. the sum of the average fixed costs and the
marginal costs

b. the sum of the average variable costs and the
marginal costs

c. the sum of the average fixed costs and the
average variable costs

6. It was that we went for a hike in the mountains.

a. so nice day
b. such a nice day
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c. so nice a day

7.1t was surprised to see _____ at the concert.
a. that amount of people
b. those numbers of people

c. that number of people

8 that the hope for cancer control may lie
in the use of a vaccine.
a. to believe
b. the belief

c. it is believed

9. Everyone was the threat of military in
intervention in that area

a. frightened

b. frightened by

c. frightenedfor

10. Products of low quality are ---------
a. advertises

b. advertised

c. has advertised
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ADDITIONAL VOCABULARY
FOR ECONOMISTS

A

ability-to-pay principle: principle that states taxes
ought to be paid by those who can best afford them.

absolute advantage: occurs when one nation can
produce an item more efficiently than another.

accounts payable: the amount a company owes for
goods already received.Not unlike a person's credit card bal-
ance; you've got the video cassette recorder (VCR), but you
haven't taken the money out of the bank yet.

accounts receivable: the amount a company is owed for
goods it sold on credit

accrual method of accounting: used for most corporate
financialstatements. Revenues are counted during the time
they're earned, and expenses are counted during the time
they're incurred. Cash doesn't need to change hands to be
recorded. This is a fuller way of looking at financial health. It's
as if you kept records not just of checks you'd written and
deposits you made, but also of what you owed on your credit
cards and what you were owed by others. You can feel pretty
rich if your checking account is flush, but if you owe
thousands on your credit card and don't take that into account,
you can spend yourself into trouble.

advertisement: a public notice usu. printed in a
newspaper, of goods for sale or services offered; or of goods
or services wanted.

aggregate demand: total planned spending by consumers,
business and govern-ment to purchase the aggregate supply.

aggregate supply: all the goods and services provided
by the economy.
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allowance for bad debt: the amount of debt a
company expects not to collect. This is subtracted from what
the company is owed for goods it sold on credit (accounts
receivable), so the balance sheet better reflects the company's
true economic health.

annual percentage rate (APR): the APR is the
percentage cost of credit calculated on an annual basis.

annual report: report to stockholders containing
pertinent financial information.

antitrust laws: laws regulating the growth and use of
monopolistic power or tendencies.

application: a letter of an employee asking for
employment.

appointment: an office for which a person has been
chosen.

arbitration: one method of settling disputes,
including union-employerbattles. The parties choose a third
party to settle their disagreement. This is called binding
arbitration when the parties also agree to abide by the arbitra-
tor's decision.

assembly line: a manufacturing system in which parts
are assembled bymoving them from one worker or machine to
another.

assets: things (something of value) a company
controls, which usually means it owns these items. A car
company's assets would include everything from computers
used by the accounting department to cars not yet sold, to the
factory where the autos are made. Items must have value and
must have been obtained for a measurable cost; broken
computers that can't be repaired don't count, nor does a
company's reputation.

automatic stabilizers: features built into the economy
that put money into the economy during periods of recession
and take money out during periods of inflation.
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automatic teller machine (ATM): the machine that let
you do your bankingwithout dealing with a person. At ATMs,
you can take cash from your account, make deposits and
move money between accounts. All you need is a password you
key in and an access card.

B

back: to support someone or something, especially
with money, power, or influence.

balance of payments: summary of the flow of
international transactions;statement of payments made to all
other countries and payments received from all other
countries.

balance of trade: the difference between the export
and import of merchandise (an accounting of a country's
eXports versus imports).

balance sheet: a reckoning of a company's financial
health at a given time. Lists assets, liabilities and equities,
financial statement summarizing a firm's assets, liabilities and
net worth.

balanced budget: financial plan in which expenses
exactly equal income.

bandwagon advertising: an appeal that suggests
everybody is using a particular product.

bank: financial institution that accepts demand deposits
and makes commercial loans.

bank charter: official government document allowing
the establishment of a bank.

bankruptcy: a word you don't want to hear if a company
or person owes you a lotof money. The person or company is
considered bankrupt if they're unable to pay their debts. The
U.S. Bankruptcy Court tries to sort out the financial troubles
and get creditors paid. Companies filing for protection under
Chapter 7 of the bankruptcy code are shut down and their
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assets handed over to the creditors. Under Chapter 11,
companies try to rework their debts and stay in business

barter: the exchange of one good or service for another,

base year: the reference year, with a value of 100, used
in the construction of index numbers.

bears: speculators who anticipate a decline in the
economy.

benefits-received principle: principle of taxation that
states those whobenefit from a government program are the
ones who ought to pay for it.

blacklist: list of disapproved persons.

black market: illegal underground economy.

block grants: lump sums given to communities by the
federal government to be spent as the community deems
appropriate.

board of directors: a group of people chosen by
stockholders to watch over a

company and its executives, and to set overall corporate
policy. Their job is to try to keep the company healthy and
ensure stockholders get a good return on their money.

Board of Governors: governing body of the Federal
Reserve System; establishes policies for the Fed. It consists
of seven persons appointed by the President for 14-year
terms.

bond: a written promise to repay a loan plus interest,
usually more than one year after the bond is issued. Investors
buy bonds from a company or government entity, essentially
loaning the company or government that money. A certificate
representing indebtedness, usually of a corporation or unit of
government, to the holder.

boom: the peak of the business cycle; business is
producing at or near capacity.

boycott: a refusal to do business with a firm involved
in a labor dispute.
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breakdown: (a) a situation in which a machine or vehicle
stops working; (b) analysis; information, separated in
different groups, details shown item by item.

break even: to balance costs and receipts.

break-even point: point at which income from sales
equals fixed and variable expenses.

brokerage: in the securities industry, the buying and
selling of stocks andbonds on behalf of others.

budget: a financial plan that summarizes income and
expenditures over aperiod of time.

bulls: speculators who anticipate an increase in the
price of securities.

Bureau of Labor Statistics (BLS): the principal data-
gathering agency of the federal government.

business cycle: periodic fluctuation in the economy.

business ethics: concern for keeping fair business
practices.

business firm: organization that produces goods or
services.

business unionism: Samuel Gomper's principle of
seeking better wages and working conditions rather than
political or social reform.

buying on margin: for those who don't have lots of
money, but believe that's what it takes to make a killing on
the stock market. Stock buyers purchase stocks with bor-
rowed money, gambling the share price will rise enough to pay
off the loan and then some.

bylaws: roles of operation for a corporation, stated in
the charter, that govern the corporate officers' actions.
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C

call: an option to buy a certain amount of stock at a
specific price during a specific time.

capacity: the maximum number of units a firm can
produce.

capital: money needed to start or grow a business. This
pool can come from securities offerings and retained earnings.
Something created to produce other goods and services; also
money used to pay for the operations of a business.

capital budget: shows plans for buying long-term assets
-machinery and other things you expect to last several years
- and estimates the costs of those purchases.

capital gain: the increase in the value of an asset over a
period of time.

capitalism: an economic system based on the private
ownership of the factors of production, competition, and the
profit motive.

cash flow: money coming into a company and being paid out
by the company. Ideally you'd want to take in at least as much as
you pay out. On a personal level, you're having a cash flow
problem if you can't make your mortgage payments. You're not
necessarily poor; your house might be worth a lot if sold, but
you're still having cash-flow problems.

caveat emptor: Latin term that means "let the buyer
beware".

cease and desist order: federal Trade Commission ruling
that orders a stop to an unfair business practice.

Celler Antimerger Act: a law passed by Congress in 1950
that declared mergers to be illegal where they serve to "lessen
competition or tend to create a monopoly".

central economic planning: doctrine placing production
decisions in the hands of government planners.
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centralize: to organize the control of a country or
organization so that one central group has power and tells
people in other places what to do.

certificates of deposit (CDs): generally considered
conservative investments. Certificates issued by banks
guaranteeing repayment of principal at a fixed rate of interest
after a specified period of time. You purchase the CDs from
financial institutions - essentially loaning your money -and
they promise to pay you back on a fixed date, usually with
interest. You can invest for several months, but longer
investments generally earn higher interest.

chambers of commerce: associations of business and
professional people that seek to promote the interests of the
business community.

charter n: a document issued by a state government
granting a corporation permission to operate.

charter v: to say officially that a town, organization, or
bank officially exists and has special rights.

checking account: a bank account against which the
depositor can write checks.

checks: written orders directing a bank to pay a person
or business a specific sum of money.

Clayton Antitrust Act: law passed by Congress in 1914
which specified what acts would be considered "in restraint of
trade." This one forbids price discrimination.

closed (or private) corporation: one whose stock is not
sold to the public.

closed shop: one in which workers must belong to the
union before they can be hired.

closed-end fund: a mutual fund that sells a limited number
of shares.

coinage system: the system of metal money used in a
country.
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collateral: something with monetary value pledged as
security for a loan.

collective bargaining: the process by which labor leaders
and management iron out agreements on pay and working con-
ditions (negotiations with management by a union to prepare a
labor contract).

command economy: an economic system in which major
decisions concerning the allocation of resources are made by
agencies of the government.

commercial paper: short-term note issued by a
corporation promising to repay a sum of money at a
specified rate of interest. Short-term unsecured debt, with
maturity up to 270 days. Banks, corporations and others raise
money by issuing commercial paper to investors.

commission broker: a person who does the trades for a
stock broker's clients, receiving a commission for the work.
The stock broker places orders with them.

common stock: a security that represents ownership in a
corporation. Regular old stock. Owners of this bottom rung of
stocks have a piece of the company and get to vote for the board
of directors and on corporate policy. But they have to queue up
behind owners of preferred stock both to receive dividends and
usually to receive assets if a company is liquidated.

company union: union organized, financed and
controlled by management.

comparative advantage: an advantage in producing an
item because one's opportunity cost to produce it is lower
than another's.

competition: the rivalry among buyers and among
sellers in the purchase and sale of resources and products.

compound interest: interest computed on the principal
and on the interest previously paid.
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conciliation: effort by a third party to bring labor and
management together to work out their differences on their
own.

conglomerate merger: combination of unrelated
businesses under a single management.

conspicuous consumption: Thorstein Veblen's term for
the tendency to buy goods and services to impress others.

constant dollars: dollars that reflect changes in
purchasing power from a base year.

consumer co-ops: retail businesses owned by members
who share in the profits and/or purchase goods and services at
lower cost.

consumer credit: an agreement whereby a consumer is
provided cash, goods or services now with payment spread
into the future.

consumer price index (CPI): compares present prices of
commonly purchased goods and services to the prices of simi-
lar goods and services in a base year. Measures price changes
of common goods and services, including such things as
housing and food. What you quote when you're trying to
convince your boss you need a raise to keep up with inflation.

consumer: anyone who uses goods and/or services.

contraction: period in the business cycle after a boom
when businesses begin to reduce their spending levels.

cooperative (co-op): association of individuals or
companies whose purpose is to perform some business function
for its members.

copyright: exclusive right of authors of original writing
and artistic work to sell or in any way reproduce their works
for their lifetime plus fifty years.

corporation: a business organization created under a
government charter and owned by shareholders.

co-signer: person with an acceptable credit rating who
agrees to repay a loan if the borrower cannot.
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cost: amount of money which has to be paid for
something; fixed costs - business costs which do not rise
with the quantity of the product made; variable costs -
production costs which increase with the quantity of the
product made (such as wages or raw materials); unit cost -
the cost of one item (i.e. total product costs divided by the
number of units produced).

cost of goods sold: how much it cost the seller to make or
buy the goods sold. Same as "cost of sales".

cost of labour: cost of paying workers employed to
make a product.

cost-of-living adjustment (COLA): a type of raise
workers can get to reflect the higher cost of consumer
goods. Also a sort of corporate hardship pay for employees
sent to live and work in expensive places.

cost of production: costs of making a product. cost of
sales: all the costs of a product sold, including manufacturing
costs and the staff costs of the production department.

cost-push inflation: rising prices, rise due to an
increase in the cost of production.

coupon: a detachable part of traditional bond
certificates. You present these to the issuer to collect your
interest payments.

coupon rate: a bond's annual interest rate, stated as a
percentage of what was originally paid for the bond. Gets its
name from traditional bond certificates, which have
coupons you detach and return to the issuer to collect your
interest payments.

craft worker: one of a wide variety of highly skilled
workers such as carpenters, tool-and-die makers, machinists,
electricians and automobile mechanics.

credit card: an identification card that entitles the
lawful owner to make purchases on credit.
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credit union: association of people with something in
common that offers insured savings plans similar to those
offered by other savings institutions.

creditor: one who lends money to another.

crowding-out effect: theory that government
borrowing reduces the supply of credit for private use, pushes
up interest rates, and reduces business and consumer spending.

cumulative preferred: preferred stock that is due
dividends, even if payments are delayed until the company can
afford them. The amount owed builds until the dividends are
paid. Owners are entitled to their payments before common-
stock owners can collect theirs.

currency: paper money and coins issued by the federal
government.

currency exchange: buying or selling foreign currencies.

current assets: cash and assets that are expected to be
used, sold or converted to cash in the near future, usually one
year. A sporting goods store's current assets would include
the money in the register and its bicycles, as well as short-
term insurance policies and marketable securities - securities
expected to be turned into cash in one year.

current liabilities: these liabilities must be paid in a
relatively short time, usually one year. Taxes are one example.

customs union: an organization of countries who agree
to promote free trade among members but to impose a com-
mon tariff on nonmembers. Best known is the European
Community of Common Market.
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D

debentures: you need to trust in a company and its
strength to give this type of loan, which isn't backed by
collateral.

debt-to-net-worth ratio: also debt-equity ratio. To get it,
you divide liabilities by stockholders' equity. This is a general
measure of how safe creditors can feel about their loans.
Creditors often avoid lending to companies with a high
debt-equity ratio.

decentralize: to move parts of a government,
organization, etc., from one central place to several
different smaller ones.

default: failure to meet an obligation when it comes
due.

deficit: excess of expenses over expected income.

deflation: opposite of inflation. Decrease in the general
price of consumer goods and services. A period during
which the purchasing power of the dollar is rising.

demand: a consumer's willingness and ability to buy a
product or service at a particular time and place;
elastic demand - condition that exists when a small
increase in a good's price causes a major decrease in the
quantity demanded; inelastic demand - condition that
exists when a change in a good's price has little impact on
the quantity demanded.

demand curve: the graphic representation of demand.

demand deposit: checking accounts held by
commercial banks; largest component of the money supply.
So named because you can demand your money - or write a
check -without clearing it with the bank first.

demand-pull inflation: rising prices because
demand is increasing faster than industry's ability to satisfy
that.
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demand schedule: a table showing the quantities of a
product that would be purchased at various prices at a given
time.

deposit multiplier: a multiple by which the deposit of
funds in the banking system will increase total deposits.

depreciation: dividing the cost of an asset over that
asset's usable life. When dealing with a $200,000 factory
expected to be used for 10 years, you would count $20,000 a
year as expenses. Assets are considered unusable if they don't
work well anymore or are obsolete.

derivative: a type of investment whose value depends
on the value of other investments, indices or assets. A
stock option is a common type of derivative.

diminishing marginal utility: the last item consumed
will be less satisfying than the one before.

direct-sales company: a company which sells its
products directly to retailers.

discount: percentage by which the seller reduces the full
price for the buyer.

discount brokers: discount stock brokers are to full-
service brokers as warehouse stores are to boutiques. You
don't expect much, if any, advice from your discount broker
on what to buy. She or he usually doesn't expect you to pay as
much as you would at full-service brokers. A discount
broker's main job is to carry out your requests to buy and sell.

discount rate: the interest rate charged by the
Federal Reserve on its loans to banks and other financial
institutions.

discounted loan: loan from which interest is deducted
in advance.

discretionary income: money left after buying neces-
sities.

district bank: one of 12 banks that make up the Fe-
deral Reserve System.
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diversification: an investing technique. The idea is to buy
lots of different types of investments so if the value of one
nose dives, you're not suicidal.

dividends: payments corporations make to their
shareholders. The per-share amount is determined by
corporate earnings.

division of labor: breaking down a large task into a
series of small ones so that each worker completes one or a
few of the steps involved.

Dow Jones Industrial Average: an important stock
market indicator, used to judge the stock market's general
well-being and how well your stocks are doing comparatively.
It measures the performance of 30 industrial stocks. When
the media reports that the market rose 20 points, they're
really saying the Dow rose 20 points.

dumping: selling the same goods for a lower price abroad
than at home.

E

earnings per share: the amount of money a company
makes per share of common stock. This figure is calculated
by taking net income and dividing it by the number of com-
mon shares outstanding.

earnings: the profit made by a company.

economic growth: increases in an economy's total output
over a period of time.

economic indicator: a statistical measurement of the
state of the economy or some important part of the economy.

economic model: any simplified statement, diagram or
formula used to understand economic events.

economic rent: the amount received by property owners
over and above the lowest price they would have accepted.
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economic system: the approach a country uses to deal
with scarcity and achieve its economic goals.

economics: the social science that describes and analyzes
how society chooses from among scarce resources to satisfy its
wants.

economies of scale: decrease in the unit cost of a
product or service because of large-scale production.

economize: the effort to get the most out of one's
resources.

elastic currency: supply of money expands and contracts
with the needs of business.

elastic demand: condition that exists when a small
increase in a good's price causes a major decrease in the
quantity demanded.

elasticity of demand: measure of buyers' eagerness to
acquire a good or service.

elasticity of supply: measure of how easily sellers
can increase or decrease the quantity supplied.

eminent domain: the right of governments to take
private property, at a fair price, for public purposes.

employee involvement (£1) programs: allow
workers to assume responsibilities normally held by
management.

Engel's Law: as a family's income increases, the
percentage spent for necessities decreases, while the
percentage spent for luxuries increases.

entrepreneur: a person who creates a business in the
hope of earning a profit.

entrepreneurship: the managerial or organizational
skills needed by most firms to produce goods and services at
a profit.

equation of exchange: tells us that total spending is
equal to the total value of the goods and services produced by
the economy.
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equilibrium price: the price of a good or service at which
the quantity demanded matches the quantity supplied.

equilibrium quantity: the number of products that
would be sold at the equilibrium or market price.

excess quantity demanded: the amount of a product
that could be sold at a price lower than the market price.

Excess quantity supplied: the amount of a product
available at a price higher than the market price.

excise tax: a tax levied on the manufacture or sale of a
specific item (a tax on perfume, for example).

expansion: phase of the business cycle following
recession when the economy begins to recover.

expenditure: the money that we spend.

experience: knowledge and skill gained thought time
spent doing a job or activity.

export: a domestically produced good sold abroad. What
Japan made its fortunes on - exports to the U.S. and elsewhere.

export subsidy: a payment by a country to exporters
enabling them to sell their products abroad at a lower price
than at home.

external funds: funds, such as loans, that come from
outside the firm.

externalities: the effects of economic activities that fall
outside the market system.

F

Factors of production: the productive resource of land,
labor, capital and entrepreneurship.

Factory gate price: the price at which a factory sells
goods to wholesalers and distributors.

Fair Labor Standards Act: one of the key federal laws
protecting workers. This is the one you drop into conversa-
tion if your boss wants you not to claim all that overtime
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you're working. Established minimum wage and 40-hour
work week. States that worker get 1.5 times regular
hourly pay if they work more than 40 hours in a week.

Federal Advisory Council: offers advice to the
Federal Reserve System on the nation's financial problems.

Federal Deposit Insurance Corporation (FDIC): a
child of the Great Depression, this independent federal agency
is supposed to inspire confidence in banks. It insures deposits
up to $100,000 in member commercial banks, so depositors
can get their money back if a bank goes belly up.

Federal Reserve Bank: one of 12 district banks of the
Federal Reserve System.

Federal Reserve System: group of banks that
regulates the U.S. money supply, sets rules designed to keep
commercial and savings banks solvent and provides
emergency loans to those banks. Overseen by a board
appointed by U.S. presidents. The chairman of that board
is very powerful, and his actions are closely watched by
investors.

Federal Trade Commission Act: law passed by
Congress in 1914 which set up the Federal Trade
Commission to enforce antitrust rules. The act gave the FTC
the right to define unfair methods of competition and make
rules to prevent such practices.

Federal Trade Commission: a government agency
established to help prevent unfair business advertising and
other trade practices.

finance n: money, used by a company, provided by the
shareholders or by a bank, to help run a business.

finance v: to provide money, especially a large amount
of money, to pay for something.

fiscal policy: use of the federal government's power to
tax and spend to regulate economic activity.
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fixed assets: a company’s no liquid assets, such as its
office building or factory.

fixed costs: costs that remain the same regardless of
how much business a firm does. Also called overhead. Costs
that don't vary with sales volume. Rent is a fixed cost;
companies need to pay it whether they make money that
month or not. Other fixed costs are insurance payments and
executives' salaries.

fixed-rate loan: a loan whose interest rate doesn't
change. A conventional mortgage is an example.

flat tax: a tax that would eliminate most deductions
and apply the same tax rate to all incomes.

float: provides financial breathing room if you're short
of cash. This is the value of the money that stays in your
account until a check you wrote is processed.

foreign exchange market: place where foreign
currencies are bought and sold.

fractional reserve banking: system in which banks hold
a percentage of their customers' deposits and lend the rest.

franchise: a license to operate an individually owned
business as if it were pan of a large chain.

franchisee: one who purchases a franchise.

franchising: setting up a system like McDonald's. A
company (the franchiser) grants the right to use its name and
sell its products to a person or group (the franchisee).

free enterprise: an economic system based on the private
ownership of property, competition, and the profit motive.

free market: a market that operates under conditions of
perfect competition.

free trade: the absence of any trade restrictions.

free trade association: agreement among countries to
remove trade restrictions among themselves.

frictional unemployment: temporary, unavoidable
unemployment.
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fringe benefits: items other than wages that the
employer pays for, such as health insurance, retirement
plans and vacations.

full-service brokers: like the full-service island at the gas
station. You usually pay more, but you also get more - in this
case a wide range of services including advice on what stocks
to buy and sell. The "self-serve" variety of broker is called a
discount broker, who generally just handles trades.

full-time: working all the normal working time (i.e.
about seven hours a day, five days a week).

futures contract: legally binding agreement to buy or
sell a commodity or financial instrument at a specific price
and on a set date. Unlike an option, in that the seller must sell
and the buyer must buy at the established time. Futures can
be traded among parties.

G

General Agreement on Tariffs and Trade (GATT):
an international accord meant to stimulate trade. It
encourages lowering tariffs and abolishing quotas that
restrict imports.

general partner: general partners are liable for all of
their partnership's debts.

generally accepted accounting principles (GAAP):
rules and procedures generally accepted by accountants. The
rules guide them in assessing and reporting on a company's
finances.

generic products: products sold without a trademark or
brand name.

goods: tangible items of value.

government-owned corporation: one that has been
created to provide services that private enterprise is unable
or unwilling to offer.
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grants-in-aid: money given by the federal govern-
ment to state and local governments for a specific purpose.

Great Depression: the worst depression in American
history, lasting from 1930-1940.

grievance procedures: procedures that employees
follow if they feel they have been treated unfairly.

gross domestic product (GDP): key indicator of an
economy’s health, annual value of goods sold and services paid
for inside a country.

gross national product (GNP): a measure of the
nation's total output of goods and services per year. GNP
is a key indicator of an economy's health; it's the value of
all the goods and services produced by a country in a given
period of time, including income from other countries.

gross profit: sales revenue minus the cost of making or
buying the things that were sold (cost of goods sold). If a man-
ufacturer sold 10 bikes for $300 a piece, and each bike cost
him $250 to make, the company's gross profit is $500.

gross sales: revenue from a company's total sales
before deducting for returns and discounts.

growth funds: mutual funds that invest in companies
that pay little or no dividends and reinvest their profits in
expansion and in research and development. You buy these
if you're willing to give up dividend income in return for a
chance at big gains in the stock price over time.

H

health maintenance organization (HMO): type of
health insurance that entitles members to unlimited visits
to a doctor.

horizontal merger: combination of companies in the
same business.
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household: one or more persons living in the same
dwelling (such as a house or an apartment) and functioning
as an economic unit.

housing co-ops: multiple dwelling units that are
owned by their tenants.

human resources (labor): the physical and mental
effort needed to produce goods and services.

imperfect competition: Joan Robinson’s term to
describe markets kets in which sellers have more freedom to
determine prices than in perfect competition but less than in
monopoly.

import: good or service purchased from a seller in
another country.

incidence: see fax incidence.

income from continuing operations: revenue minus
expenses, including taxes. This doesn't include income from
discontinued operations, like a closed arm of the corporation;
extraordinary items or the financial effect of a change in
accounting principles.

income statement: see profit-and-loss statement.

income tax: a tax on the income earned by individuals
and corporations.

index number: a measure of relative value compared to
a base number.

individual retirement account (IRA): you may place
$2,000 a year in these accounts, which are used to invest in
stocks, certificates of deposit, etc. The contributions may be
tax deductible depending on whether you're covered by a com-
pany retirement plan and whether your adjusted gross
income is low enough. IRAs accumulate money tax-
deferred.

inelastic demand: condition that exists when a change
in a good's price has little impact on the quantity demanded.
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inflation: period of rising prices during which the
purchasing power of the dollar is falling. An increase in the
general price of consumer goods and services. What the
Federal Reserve chairman is always trying to keep under
control so it doesn't harm the economy.

infrastructure: the basic facilities, such as roads,
harbors and utilities, on which the smooth operation of the
economy depends.

injunction: a court order forbidding an individual or
organization from engaging in an activity. Courts issue this
to stop a person or group from doing something that might
cause future harm.

input: anything that goes into the production process.

in-store promotion: promotion of a product inside a
shop, by demonstrations.

insurance: protection against financial loss by sharing
risks with others.

interest: what a borrower pays for the privilege of
using someone else's money for a given period of time.
Income derived from allowing someone else to use one's
capital.

internal funds: funds, such as profits, that come from
within the firm.

International Development Association (IDA): agency
of the World Bank that makes very long-term loans to the
poorest of nations.

International Finance Corporation (IFC): provides
capital and managerial assistance to private business in the
less-developed countries.

International Monetary Fund (IMF): an international
lending institution that focuses on stabilizing currencies. The
United States contributes heavily to the fund and has the
greatest number of votes about where to lend money. This is
the group trying to resuscitate Asia's troubled economies
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by pouring in billions so the countries can repay debt (an
agency that lends foreign exchange to LDC's and other
member nations).

interview: a formal meeting in which someone asks you
questions to find out if you are suitable for a job, course of
study, etc.

inventory: stock of goods held by a business.

investment: placing of money so that it will increase in
value or to purchase real capital (equipment, new tools,
industrial buildings) to be used in the production of goods and
services.

investment bankers: companies that help other
companies raise capital through the sale of new stock and
bonds.

issue: to officially produce something such as new
stamps, coins, or shares and make them available for people to
buy.

J

job discrimination: practice of favoring one group over
another in hiring, salary or promotion for reasons that have
nothing to do with ability.

L

L: the broadest definition of the U.S. money supply.
Includes everything found in the other definitions (see Ml, M2
and M3) plus U.S. savings bonds, Treasury bills, and other
credit instruments.

labor force: consists of all those people 16 years of age
or older who are currently employed or are looking fo'r a job.

labor unions: associations of workers formed to promote
the interests of their members.
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labor: the human effort required to produce goods and serv-
ices.

laborer: generally refers to unskilled workers, such as freight
handlers, sweepers, trash collectors and the like.

Labor-Management Relations Act: also known as the
Taft-Hartley Act. The law governs unions' behavior. Among
other things, it forbids unions from forcing prospective
employees to become union members in order to get hired. It also
forbids using dues to run campaigns for national union
elections.

laissez faire: French term meaning "let them do"; describes a
policy of minimal involvement of government in business.

launch: to start a new activity, especially one that
involves some risk.

law of demand: all else being equal, more items will be sold
at a lower price than at a higher price.

law of diminishing returns: as variable inputs are applied
to the fixed input, output will increase at first. But, if the
process is continued, a point will be reached (the point of
diminishing returns) at which output per unit of input will begin
to decrease.

law of supply: sellers will offer more of a product at a
higher price and less at a lower price.

legal monopoly: right to be the sole provider of a good or
service, such as public utilities, patents and copyrights.

legal tender: currency accepted in payment of debt.

less-developed countries (LDC's): countries in which per
capita real income is much lower than in industrialized
nations.

leveraged buyout (LBO): the purchase of a company
using borrowed money. Usually the buyer secures the loan
with the assets of the company to be purchased.

liability: any claim on, or debt of, a business or
individual.

296



limited liability: advantage of a corporation allowing a
stockholder no legal responsibility for its debts beyond the sum
he or she has invested in the corporation.

limited partner: an owner in a limited partnership
who's liable only up to the amount of money invested.

line of credit: financial institutions offer this to some
customers. It allows the customer to borrow up to a certain
amount of money without applying for another loan.

liquidity: the ease with which savings or other assets can
be converted to cash.

load fund: a mutual fund that charges a commission for
the stockbroker or financial planner who's marketing it.

lockout: suspending business and wages to pressure a
union to accept management's terms. Management prevents
union employees from entering the workplace and doing their
jobs.

long-term loans: loans that mature (come due) in more
than a year.

loss leader: article which is sold at a loss to attract
customers.

M

MI: the narrowest definition of the U.S. money
supply: includes currency in circulation, demand deposits,
other checkable deposits, and travelers' checks.

M2: a border definition of the U.S. money supply;
includes all of MI plus savings and time deposits of less than
$100,000, money-market deposit accounts, and shares of money-
market mutual funds held by households and small businesses.

Ma3: broader definition of money; includes all of M2
plus deposits of $100,000 or more and shares of money-market
mutual funds that are used by large institutions and cor-
porations.
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macroeconomics: the study of the economy as a whole.

margin: the amount a customer deposits in a special
account kept by a stockbroker. The customer uses the money
in this margin account, combined with money borrowed
from the broker, to purchase stock (called buying on margin).

market: place where buyers and sellers come together.
The group of people who can and want to buy a product now or
later. As in, is there a market for this $3,000 bicycle?

market economy: an economic system in which national
economic decisions are the result of decisions by individual
buyers and sellers in the marketplace.

market price: price at which goods or services and money
will actually be exchanged. The price at which supply exactly
equals demand.

market segmentation: division of the market or
consumers into certain categories according to their buying
habits.

market share: a company's or product's portion of the
total market for that good.

marketable securities: securities, like government
bonds, that can be sold easily. On balance sheets, they are
listed as current assets because they're expected to be
converted to cash in the near future, usually one year.

marketing: the process of identifying needs and
satisfying these needs with suitable goods or services, through
product design, distribution and promotion, either as a busi-
ness or as a non-profit-making organization.

marketing agreement: contract by which one company
undertakes to market another company's products.

marketing board: organization set up by the government
or by a group of producers to help producers market a certain
type of product.

marketing budget: money set aside by an organization
for its marketing activities.
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marketing communications: all methods of communicating
used in marketing, such as television, radio and sales literature.

marketing concept: business idea or philosophy based
on the importance of profit, consumer satisfaction and the
welfare of the general public.

marketing department: department in a company which
specializes in using marketing techniques to sell a product,
and which is responsible for taking marketing initiatives
such as advertising and public relations.

marketing effort: company's marketing activities.

marketing intelligence: information about a market
that can help a marketing effort.

marketing manager: person in charge of a marketing
department.

marketing mix: combination of all the elements that
make up marketing, such as price and distribution and
advertising.

marketing model: overview of the entire marketing
process which can be shown graphically, possibly using a
computer, and used to solve problems.

marketing opportunity: possibility of going into a
market for the first time.

marketing plan: plan, usually annual, for a company's
marketing activities, specifying expenditure and expected
revenue and profits.

marketing policy: basic attitudes underlying a
company's marketing activities.

marketing research: all research carried out in the
interests of successful marketing, including market
research, media research and product research.

marketing services: marketing functions other than
selling, such as market research and advertising.

marketing strategy: strategy or planning for marketing
activities.
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marketplace: open space in the middle of a town where a
market is held; situation and environment in which goods are
sold.

mass production: the production of goods and services

on a
large scale using division of labor and machinery or tech
nology.'

mediation: method for settling labor disputes in which a
third party makes non-binding suggestions (using a neutral
third party to settle a dispute by fostering compromise
among battling groups). Can be used in labor-management
disputes.

mercantilists: Some of the first modern economists
who believed that nations should behave like merchants com-
peting with one another; they wanted government support to
keep the nation's businesses competitive-merchandizing:
organizing the display and promotion of goods in retail
outlets.

merger: combination of previously separate firms into
one.

microeconomics: the study of the individual parts of
the economy, with special attention to the market process and
how it works.

minimum wage laws: establish the lowest legal wage
that an employer can pay.

mint: to make coins.

mixed economy: economic system that combines
elements of public ownership of the means of production with
private ownership.

monetary: referring to money or currency.

monetary policy: use of the Federal Reserve's power to
control the supply of money and credit to influence economic
activity in the nation as a whole, particularly to control
inflation and stimulate economic growth.
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monetary system: the system used by a country to
provide the public with money for internal use and to control
the exchange of its own currency with those of foreign coun-
tries.

money market deposit accounts: a bank account that
pays a variable rate of interest based loosely on market rates.
Often used by people who need to keep money readily avail-
able, but want to try for a higher return than on regular bank
accounts. Added bonus: they're federally insured.

money market funds: mutual funds that use the
resources of their investors to buy money-market
certificates. Funds that put their money in short-term
investments. Considered pretty safe because the funds
invest in such things as U.S. government securities and
bank certificates of deposit.

money market: market for short-term credit
instruments such as Treasury bills.

money: can be anything that is generally accepted in
payment for goods and services.

monopolist: seller who controls the supply of a good or a
service.

monopolistic competition: a market in which many
firms are selling similar (but not identical) products.

monopoly: market in which there is only one seller. What
you tried for in the game with the same name: complete domi-
nation of a market. When you have a monopoly, you have no
competitors for what you're selling.

mortgage: a long-term loan usually used to finance a
building.

municipal bond: these bonds are issued by state or local
government entities, such as cities and counties. Interest
earned is generally tax-free.

mutual funds: corporations that sell stock and use the
proceeds to invest or speculate in the securities markets.
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These funds pool money from many investors, and fund
managers invest the money in specific types of securities.
Money market funds are a type of mutual fund.

N

NASDAQ (The National Association of Securities
Dealers Automated Quotations System): a computerized
system that lists price quotes for many over-the-counter stocks,
as well as some other stocks.

National Labor Relations Act: federal law that
created the National Labor Relations Board to supervise
union elections and that banned certain unfair labor
practices by employers. The NLRB can rule on whether labor
practices are unfair, although the decisions are appealable to
the courts.

nationalization: government takeover of a privately
owned industry.

natural resources (land): the things provided by
nature that go into the creation of goods and services.

negotiable order of withdrawal (NOW) accounts:
interest-bearing accounts on which the depositor is entitled
to write checks.

net exports: the difference between total exports and
total imports over the course of a year.

net income: the bottom line, after everything is
paid up, ° including taxes. What's left after all expenses are
deducted from total revenue. Dividends are paid from net
income.

net interest: an item in the federal budget repre-
senting the difference between the interest earned by the
government on its investments and the interest it must pay
on its debts.
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net worth: the difference between a firm's assets and its
liabilities. Equity. Fair market value of total assets minus
total liabilities.

no-load fund: mutual fund that doesn't charge a com-
mission.

nonprice competition: methods other than selling-
price changes used by firms to compete with one another.

nonprofit corporations: or simply nonprofits.
Organizations that don't exist to make a profit. Usually, the
groups are dedicated to charitable or educational efforts;
they are, therefore, exempted from income taxes.

note receivable: what you put on the books if you're
owed money by someone who has signed a promissory
note, which states you will be paid a certain amount by a
certain time.

notes payable: short-term loans owed by the
corporation.

not-for-profit corporation: one that has been orga-
nized to serve some particular educational, social,
charitable or religious purpose rather than to earn a profit.

0]

Occupational Safety and Health Administration
(OSHA): an arm of the U.S. Department of Labor that
attempts to keep people safe in their workplace by setting
safety standards and enforcing them. OSHA will inspect for
such problems as contaminants in a factory's ai-

oligopoly: market dominated by a few large firms. Not
quite a monopoly, but getting there. A small group of large
suppliers dominate a market, providing similar versions of a
product, like cars.

OPEC (Organization of Petroleum Exporting Coun-
tries): a cartel of crude-oil producing countries formed to
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regulate the production and prices of petroleum on
international markets.

open (or public) corporation: one whose stock is sold
to the public.

Open Market Committee: agency of the Federal
Reserve that regulates the nation's money supply.

open shop: a business open equally to union and nonu-
nion workers.

open-end fund: mutual fund that doesn't limit its
number of shares.

open-market operations: refer to the purchase and
sale of government securities by the Fed's Open Market
Committee.

opportunity cost: the amount of goods and services that
must be given up in order to obtain other goods and services.

option: the right to buy or sell stock at a given price
within a certain period of time. Options are often traded.

output per worker per hour: terms in which productivi-
ty is usually measured.

overhead costs: money spent on the day-to-day cost of a
business.

over-the-counter market (OTC): brokerage firms
around the nation that buy and sell securities of smaller firms
not listed on the large exchanges. A virtual marketplace for
trading securities. Dealers conduct transactions via computer
or telephone, rather than through an auction at a central
location, like the New York Stock Exchange.

P
partnership: unincorporated business owned by two or

more people who share profits and losses. Owners are
personally liable for the partnership's debt.
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passbook and statement savings accounts: savings
accounts offering ease of withdrawal, safety of principal, and
low interest rates.

patent: a monopoly to use a new product or idea exclu-
sively for 17 years.

peer review panels: committees made up of mana-
gement and labor representatives who listen to worker
grievances and rule on them.

penetration pricing: pricing a product low enough to
achieve market penetration.

penetration strategy: selling more of a company's
products into a market segment, shown as a percentage of the
total market, by aggressive pricing and advertising.

per capita real GNP: GNP adjusted for changes in
average prices and divided by the population; a figure showing
the amount of real goods and services per person produced in
the nation in a given year.

perfect competition: a market for uniform products in
which there are many buyers and sellers, no one of which is
big enough to affect the price, and full knowledge of market
conditions.

physiocrats: thinkers in 18th-century France who
believed that because natural resources were the source of
wealth, it made little sense for government to promote
business.

picketing: effort by unions to inform the public of a labor
dispute by parading in front of their workplace with signs
listing their grievances.

poison pill: companies resort to poison pills when so-
meone is trying to take them over. To discourage the suitor,
the takeover prospect takes on a heap of new debt or does
something else to make the stock less attractive.
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political action: refers to the effort by labor unions to
enlist the support of government and politicians for their
programs.

popularity appeal: suggestion that simply using the
advertised product will make you popular.

preferred stock: stock that receives a specified dividend
before any dividends are paid on common stock and that
receives a share of the assets of a liquidated corporation
ahead of common stockholders. If you own this higher class
of stock, you get your dividends before common stockholders.
If the company folds, you also get assets before common
stockholders do. The one thing you usually don't have is
voting rights.

premium: an amount of money paid in addition to the
usual amount; at a premium - difficult to obtain and more
expensive than usual.

price: the money value of a good or service.

price discrimination: practice of selling the same
product for less to one company than to another.

price-earnings ratio: one measure of how much
faith investors have in a particular stock, it shows how much
they're willing to pay for each share of a corporation's earnings.
You calculate it by dividing the current price per share by
the earnings per share for the last year.

price stability: the absence of inflation or deflation - a
period of time in which there is little change in what the
dollar can buy.

price system: economic system in which resources are
allocated as a result of the interaction of the forces of supply and
demand.

price war: a situation in which businesses compete to
attract customers by lowering prices.

primary market: market where new issues of secu-
rities, like stocks, are sold and the proceeds go to the issuer.
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prime rate: interest rate banks charge their most credit-
worthy commercial customers for loans. Often given to large
corporations.

principal: the amount borrowed.

private property: basic right of the free enterprise
system that guarantees the individual's right to own, use,
and dispose of things of value.

pro forma income statement: a statement of revenue
and expenses that includes some hypothetical values. It shows
what could be expected to happen if a corporation decided to
go through with a takeover, for example.

producer co-ops: manufacturers and marketers of
products on behalf of their members.

product: the good or service one receives in an exchange.

product differentiation: process of creating
uniqueness in a product.

product labeling: attaching to a product statements
identifying its contents and use.

production-possibilities curve: a curve showing the
possi-b.le combinations of total output that could be
produced if a nation's resources were fully employed.

productive capital: things used to produce goods and
services; machines, tools, factories, equipment, etc.

productivity: the output of goods and services as
measured per unit of time, or per person, per company, per
industry, or for the whole economy. What plummeted
nationwide during the President Clinton-Monica Lewinsky
controversy. Productivity measures how much work you get
done in a given period of time.

profit: the money that remains after the costs of doing
business have been paid. Difference between a firm's total
revenues and its total costs. Same as income, the difference
between revenue and expenses, before taxes.
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profit margin: difference between cost and selling
price. A good measure of a company's efficiency, this
essentially tells you how much the company makes off sales
after expenses are paid. Generally, the higher the profit mar-
gin, the more efficient the company. Net profit margin is net
income divided by net sales. Gross profit margin is gross
profit divided by net sales.

profit motive: the desire to benefit from the
investment of time and money in a business enterprise.

profit-and-loss statement: summary of a firm's
revenue, costs and taxes over a period of time.

profit-sharing plan: if your company's doing well, this
is one great perk. The company gives employees bonuses tied
to the amount of profit it makes.

progressive tax: one that takes a larger percentage of a
higher income and a smaller percentage of a lower income.

promote a new product: to increase sales of a new
product by a sales campaign.

promotion: program designed to sell goods or services
to the public. All means of conveying the message about a
product or service to potential customers (by publicity or sales
campaign or TV commercials or free gifts, etc.).

promotional allowance: discount which is offered to a
buyer in return for some promotional activity in connection
with the product sold.

promotional budget: forecast cost of promoting a new
product.

promotional campaign: coordinated activities to
increase sales of a new product.

promotional discount: special discount offered as part
of the promotion for a product.

promotional mix: combination of all the elements that
make up a company's promotion.
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proportional tax: one that takes the same percentage
of all incomes regardless of size.

promotional tools: material used in promotion, such as
display material and sales literature.

prospectus: a statement containing pertinent financial
information published when a corporation is about to issue new
securities.

protective tariff: tariff levied to protect a domestic
industry from foreign competition (see revenue tariff).

proxy: a written authorization transferring voting
rights to another at a stockholders' meeting.

public utilities: privately owned firms that provide an
essential public service and are subject to government regula-
tion.

purchasing power: value of money.

push strategy: attempt by a manufacturer to push the
product towards the customer.

put: an option to sell a certain amount of stock at a
specific price during a specific time.

Q

qualification: something such as a degree or a diploma
that you get when you successfully finish a course of study.

quality circles: small, voluntary groups of employees
who meet regularly to identify and solve work problems.

quality control: maintaining acceptable and dependable
levels of quality in production.

quotas: restrictions on the number of goods that can
enter the country from abroad.
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R

raise: collect money for a particular purpose, get a loan from
a bank.

rate of exchange: the price at which a particular
currency sells in terms of other currencies.

rate of inflation: annual percentage increase in the
general level of prices.

rate of return: the amount of interest or dividends stated
as a percentage of the principal of an investment.

rational appeals: rely on logic or reason to convince the
consumer to buy a product.

raw materials: raw as in unfinished. The stuff finished
products are made of.

real GNP: GNP adjusted for changes in the price level; the
value of goods and services produced in the nation in a given year.

recession: the bottom of the business cycle; a period of
low business activity and high unemployment. A time when
business is slow, people lose jobs and sitting presidents
worry about their re-election prospects as people tend to
blame them for economic woes. Technically speaking, six

months or more of a decline in the gross domestic
product.

regional exchanges: national securities exchanges (not in
New York City). These exchanges are registered with the
U.S. Securities and Exchange Commission. Chicago has one.

regressive tax: one that takes a higher percentage of
a low income and a lower percentage of a high income.

rent: return paid to those who supply the factor of
production known as land.

research and development (R&D): activity directed
toward discovering new products and processes.
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reserve ratio: the proportion of a bank's deposits that must
be kept on reserve at the Federal Reserve bank or in its own
vaults.

reserve requirements: set by the Federal Reserve, these
rules require member banks to keep a certain amount of cash and
other liquid assets on hand or at a nearby Federal Reserve bank.
The amount is stated as a percentage of deposits. The rules help
the Fed control lending and the nation's money supply.

reserves: fixed portion of bank's deposits that cannot
be loaned.

resources: anything used as an input in the creation of
goods and services.

retail margin: the difference in price between what
retailers pay for a product and what they sell the product at.

retailer: person who runs a retail business, selling
goods direct to the public.

retail price: price at which the retailer sells to the final
customer.

retained earnings: undistributed profits, often
used to finance major projects. What's left of earnings after
dividends are paid. These are cumulative; they're additions
to capital earned since a company's birth. return on owners'
equity: a measure of profitability. Net income is divided by
common stock equity. revenue tariff: tax on imports designed
to raise money for the government (see protective tariff).

revolving credit agreement: you have one of these for
your charge cards. The lender lets you borrow up to a certain
amount again and again; once you pay off part of the loan you
can reborrow that part. In other words, once you pay off one
shopping spree, you can start on another. right-to-work laws:
state laws guaranteeing individuals the right to hold a job
without being required to join a union. Right-to-work laws have
been enacted in: Alabama, Arizona, Arkansas, Florida, Geor-
gia, Idaho, Towa, Kansas, Louisiana, Mississippi, Nebraska,
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Nevada, North Carolina, North Dakota, South Carolina, South
Dakota, Tennessee, Texas, Vermont, Virginia, and Wyoming.
rural community: one in which there are fewer than 2,500
residents and one that is far from any urban community.

S

S corporation: business organization that enjoys the
advantages of the corporation without being subject to corpo-
rate taxes.

sales tax: a regressive tax added to the price of goods
at the time they are sold.

Savings institution: financial institution that holds
personal savings for safekeeping and pays interest.

scarcity: a limit to the supply of productive resources or
consumer goods in relation to producers' or consumers'
demand for them.

secondary boycott: when a union puts the squeeze on.
It organizes a boycott of companies that do business with the
company the union is battling. The idea is to isolate the
company fighting with the union, hurting its business by
cutting off supplies or buyers.

secondary market: where securities are traded after
their initial issuance. Money from trades goes to dealers and
sellers, not to the company that originally issued the security.
Secondary markets include exchanges, as well as virtual
marketplaces - the over-the-counter markets of computer and
telephone lines.

secured bonds: bonds backed by collateral or a lien. If
the bond issuer defaults, he or she must hand over whatever
asset was pledged - such as a house - so the creditor can
recoup the loss on the bond.

secured loan: to get one, you have to promise to hand
over specific assets if you default.
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securities: stocks, bonds and a host of other
investments, including certificates of deposit. Investments
for consumers; ways of raising cash for the issuer, including
corporations and governments.

Securities and Exchange Commission (SEC): Federal
agency charged with protecting the public against wrongdoing
in the sale of securities.

security exchange: market where brokers meet to buy
and sell

stocks and bonds. security: something such as property
or other goods used to provide a guarantee for a loan.

selling costs: costs involved in distributing, promoting
and

selling a product. selling price: price at which someone
is willing to sell.

selling short: gamblers love this technique that lets them
bet a stock price will drop. It works this way: you borrow
stock from your broker and sell it. If the price drops, you buy the
shares you owe the broker and return them, pocketing the
difference between what you sold them for and what you
bought them back for. You're in trouble if the price rises since
you still owe the broker his shares.

seniority: the importance assigned to a worker's length of
service when it comes to questions of raises or layoffs, etc.

service industries: businesses which provide services, such
as health care, legal advice or appliance repair.

services: intangible items of value, such as the work of
physicians, lawyers, actors or mechanics.

share: one of the equal parts of a company that you can buy
as a way of investing money.

share capital: value of the assets of a company held as
shares less its debts.

Shareholder - stockholder: a person who owns shares in a
company.
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Sherman Antitrust Act: a law passed by Congress in
1890 that prohibits monopolies or any business combination
that restrains trade. First U.S. antitrust law. Outlawed price-
fixing - when competing companies collude to set similar,
high prices.

short-term credit instruments: notes and other items
that come due in a year or less.

short-term loans: loans that must be repaid in a year or less.

slogans: words or phrases used in advertising that sound
great but mean little or nothing.

small business: a little company with low turnover and
few employees.

Small Business Administration (SBA): U.S. agency that
nurtures small businesses. Provides low-interest loans.

socialist economy (socialism): economic system in
which the principal means of production are owned by the state,
and resources are allocated by central planning.

sole proprietorship: a business that is owned by one
person.

specialization: production of a limited variety of
products by a business, region or country.

specie: money in the form of coins.

stability: being steady or not moving up and down.

standard of living: a measure of the amount of goods
and services an individual or group considers essential.

stock: share in the ownership in a corporation. stock
insurance companies: an insurance company owned by
stockholders.

stock market indicators: indexes of stock-market per-
formance, including the S&P 500 and the Dow Jones Industrial
Average. Indicators help investors figure out if their mutual
fund or stock is doing as well as the rest of the market.

stock option: popular form of employee compensation,
most often given to executives. The options allow executives
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to buy stock for a number of years at or below the share price
when the option was granted. This is an added incentive for
executives to maximize company profit and increase share
prices.

stock split: corporations do this to make shares more
affordable. They multiply the number of shares, while
keeping the aggregate value of stock even. In a 2-for-1
split of shares worth $50, an investor would have twice as
many shares as he had, but each would be worth $25.
stockbroker: person in charge of a client's stock trades. If the
stock is traded on an exchange, the broker relays buy and sell
orders to representatives on the exchange floor. Full-service
brokers give advice on which stocks to buy; discount
brokers generally charge less, but usually don't offer
advice.

stockholder=shareholder: owner of stock in a corporation.

strike: work stoppage to pressure management to
accept union demands.

structural unemployment: unemployment resulting
from changes in technology, consumer preference or
movement of jobs from one region to another.

subsidy: financial aid.

subsistence level: the level of income necessary to
maintain a minimum standard of living; any less will
result in hunger and disease.

supply: refers to the number of items that sellers will
offer for sale at every price at a particular time and place.

supply schedule: a table showing the quantities of a
product that would be offered for sale at various prices at a
given time.

surplus: excess of revenues over expenditures.
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T

target: thing to aim for.

target market: market in which a company is planning to
sell its goods.

tariff: a federal tax or duty on imports or exports.
Japan's import tariffs drive U.S. trade negotiators nuts. The
tariffs protect Japan's domestic industries by raising foreign
producers' expenses - and usually the price of their goods.

tax base: the money, property and people on whom
taxes could be levied.

tax incidence: the final effect of a tax; who will really
have to pay the tax.

technological revolution: refers to a relatively sudden
change resulting from the introduction of new products or
processes.

technology: the application of science to commerce and
industry.

term loans: loans that are generally several years' long.

testimonials: advertisements in which a famous per-
son claims that he or she uses and enjoys a particular product.

thrift institutions: savings and loan associations,
mutual savings banks and credit unions.

trade deficit: what the U.S. has with Japan. Imports
exceed exports - or we buy more than we sell. Opposite of
trade surplus.

trade loans: credit extended by vendors to their
customers.

trade surplus: exports exceed imports - or you sell more
than you buy. Opposite of trade deficit.

trademarks: special designs, names or unique sym-
bols that identify a product, service or company.

trade-off: giving up one thing in order to obtain so-
mething else.
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traditional economy: an economic system that allo-
cates scarce resources according to custom; change and
growth are very slow; people do what their parents did
before them; and most goods are produced and consumed
locally.

transfer payments: payments that represent a re-
distribution of wealth, such as Social Security benefits, pen-
sions, welfare, rather than an exchange for goods or services.
travelers' checks: checks sold by certain banks and special-
ized firms (such as American Express) that arc refundable if
lost or stolen. treasurer: someone who is in charge of the
money that belongs to an organization.

Treasury (the): a government department responsible
for a country's financial matters.

Treasury bills: securities of the federal government
issued for terms of less than a year. The purchasers are
lending money to the government.

trust: an arrangement whereby a bank provides
safekeeping and management of funds for individuals, estates
or institutions such as pension funds. The term also refers to
a specific form of monopolistic practice, and sometimes to
monopoly in general - as in "antitrust law".

turnover: amount of sales of goods or services by a
company in a particular period of time.

U

underground economy: exchanges of goods and services
not reported to the government for tax purposes.

underwrite: to assume risk, as in the case of those who
underwrite the sale of securities by purchasing an entire
issue from the corporation and marketing it on their own.

underwriting: buying an initial stock or bond offering
and selling it to the public. Investment bankers are underwrit-
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ers; they make money by charging more for the stock or
bonds than they paid for the securities.

unemployment rate: indicator of economic activity that
compares the number of people in the labor force to the num-
ber looking for work; percentage of the labor force unable to
find jobs.

Uniform Commercial Code (UCC): a comprehensive set
of business laws adopted by almost all the states. The idea
was to make the rules of commercial transactions - such as
the sales of goods - universal.

union shop: allows nonunion workers to be hired on
condition that they join the union.

unit cost: the cost of producing an item, determined by
dividing total costs by the number produced.

unit price: the price of one item.

United States savings bonds: small-denomination
certificates issued by the U.S. government for relatively
long terms; purchasers are lending money to the government.

unlimited liability: requirement that the owner or
owners assume full responsibility for all losses or debts of a
business.

urban community: one in which 50,000 or more people
live in a central city and its surrounding suburbs.

urban enterprise zone: area offering special tax
incentives to businesses locating within its boundaries.

Utopian socialists: creators of small, ideal com-
munities in which factories were owned by the workers and
profits shared by all.
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value added: the amount added to sales value through
production. It's considered good for an economy to produce lots
of value-added goods, which adds jobs, rather than shipping
raw materials elsewhere to be processed. Smoked salmon is a
value-added product because it's processed and more expensive
than regular salmon.

value-added tax (VAT): tax levied on the value added
to goods at every stage of production.

variable costs: costs that increase as the number of units
produced increases.

variable expense: expenses that increase or decrease
with the volume of business.

variable-rate loan: a loan with an interest rate that
changes, tracking market conditions.

velocity: the number of times that the money supply is
spent in a year; the speed at which money circulates.

venture capital: money available for high-risk investtments.

vertical integration = vertical merger

vertical merger: combination of companies involved in
different steps of the same production process; also called
vertical integration.

W

wages: the price paid for the use of labor. (To the
economist, the term refers to the nation's wealth paid to labor,
as distinct from other forms of income - rent, interest, and
profit.)

wampum: a form of money used by Native Americans.

wealth: the total value of one's tangible assets.

World Bank: officially, the International Bank for
Reconstruction and Development, the bank is an international
agency that makes loans to less-developed countries as a way
of stimulating economic growth. (This international bank fo-
cuses its lending on helping developing countries develop.)
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