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BBEJIEHUE

JlaHHBIN COOpPHMK NpeAHa3Ha4yeH Ui CTYAEHTOB SKOHOMHYECKOTO
¢dakynprera. Ero menp — HayduThb CTYAEHTOB YHTaTh W OOCYKAATh
OPHUTHHAIBHYIO JINTEPATYPY IO CHEHaIbHOCTH.

COOpHHK COCTOMT W3 7 YpPOKOB, B IEHTPE KaXIOTO H3 HHX —
OpPHUIMHAJBHBIA TeKcT. TeKcThl CHa0XKEHBI CJIOBapeM M YIPAKHEHUSIMH.
VYnpaxaeHus kaxgoro ypoka (Unit) coctoar u3 3-X gacTeid:

1) comprehension check (mpoBepka MOHUMAaHUsI IPOYUTAHHOTO);

2) lexical-grammar exercises (JIEKCHKO-rpaMMATHYECKHE YIPAKHEHUS);

3) discussion (auckyccus).

KoHTponb NMOHMMAaHUST NPOYUTAHHOTO OCYLIECTBIISIETCS C IOMOIIBIO
OTBETOB Ha BONPOCHL, ONpEACIEHHS NPABWILHOCTH WJIM JIO)KHOCTH
YTBEPXKJICHNUH, BHIOOpA MPABHJILHOTO BapHaHTa OKOHYAHUS MPEIOKEHHUS,
3aBepuIeHUs MpeioxkeHuid. [Ipeanaraemple  JIEKCHMKO-TpaMMaTHYECKHE
yIOpaXXHEHHs TIOMOTYT CTyJeHTaM TJyOXe OBJajgeTb TeMOH u
copMHPOBATh TEMATHYECKHH CIIOBaphb. DTO YIPaXXHEHUS Ha 3allONHCHHE
MPOIYCKOB, IOXOOp ONpEAeNICHUH K CII0BaM, Ha TIPYNIIUPOBKY CIOB IO
pa3NMYHBIM TPU3HAKaM (CHHOHHMBI, aHTOHHMBI), HaXOXICHHE B TEKCTE
AQHITIMHACKHUX SKBUBAJICHTOB PYCCKHX CJIOB M HA000POT, IIEPEBOA C PyCCKOTO
sI3bIKa Ha aHTJIIMHCKHM, CAMOCTOSITEIbHOE COCTABJICHUE MPEIOKEHUN U JIP.
YrpaxHeHUs IS TUCKYCCHHU TPEIOoJIaraloT BEICKa3bIBaHUE JIMYHOM TOUYKH
3peHus, a TaKkXke IapHyl M TpynmoBylo pabory. B Meroamueckux
pa3paboTKax Mpe/ICTaBICHbI TAK)KE MUCEMEHHBIE 3alaHusl.

COOpHHUK MOET OBITh MCIOJIB30BAaH Kak Ul ayJUTOPHOM, Tak W Ui
CaMOCTOSITENILHOM paboTHI.



UNIT 1
Vocabulary

mixed economy — cMenianHasi 3KOHOMHKa

command economy — KoMaH/Hast SKOHOMHKA

facet — acnekr

custom — oOb14ait

unswervingly — Henokose61uMo

to adopt — ycBamBaTh, IepeHNMATH

to adapt — mpucocabIuBaTECS, IPUMEHSTECS

to keep up with — nepxatbcst HapaBHe ¢ KeM-TH00, HE OTCTABATh
pattern — cucrema, oopaseir

to face — crosTe mepen (HEOOXOIUMOCTHIO)

demand — tpe6oBanue

hierarchy — uepapxust

to enforce — mpoBOAUTH B )KU3HB

incentive — ctumyn

reward — 1) Harpana; 2) Bo3HarpaxjacHue

to generate — mpon3BOAUTH, I1OTy4YaTh

either — 1) oauu U3 ABYX, TOT WK APYTOif; 2) U TOT, ¥ APYroi, oba
rather — BepHee, ckopee, paBUIIbHEE

brand — copr, kauecTBO; Mapka

Market, Command, and Mixed Economies

In the earliest societies, custom ruled every facet of behavior. What,
how, and for whom were decided by traditions passed on from elders to
youths. In ancient Egypt, a son unswervingly adopted the trade of his father.
In a modern economy, however, custom cannot adapt quickly enough to
keep up with the rapidly evolving production and consumption patterns.
Different societies face the demands for change through alternative eco-
nomic systems, and economics studies the different mechanisms that a soci-
ety can use to allocate its scarce resources.

Today, societies are generally organized in one of two fashions. In some
cases, government makes most economic decisions, with those on top of the
hierarchy giving economic commands to those further down the ladder. In
other cases, decisions are made in markets, where individuals or enterprises
voluntarily agree to trade inputs and outputs, usually through payments of



money. Let’s examine each of these two forms of economic organization
briefly.

A command economy is one in which the government makes all
decisions about production and distribution. In a command economy, such
as has operated in the Soviet Union during most of this century, the
government owns a considerable fraction of the means of production (land
and capital); it also owns and directs the operations of enterprises in most
industries; it is the employer of most workers and tells them how to do their
jobs; and the government in a command economy decides how the output of
the society is to be divided among different goods and services. In short, in
a command economy, the government answers the major economic
questions through its ownership of resources and its power to enforce
decisions.

In the United States and most democratic countries, by contrast, most
economic questions are solved by the market. Hence their economic
systems are called market economics. A market economy is one in which
individuals and private companies make the major decisions about
production and consumption. A system of prices, of markets, of profits and
losses, of incentives and rewards determines what, how, and for whom.
Firms produce the commaodities that yield the highest profits (the what) by
the techniques of production that are least costly (the how). Consumption is
determined by individuals’ decisions about how to spend the wages and
property incomes generated by their labor and property ownership (the for
whom).

No contemporary society falls completely into either of these polar cate-
gories. Rather, all societies are mixed economies, with elements of market
and command. There has never been a 100 percent market economy (al-
though nineteenth-century England came close). Today most decisions in
the United States are made in the marketplace. But the government plays an
important role in modifying the functioning of the market; government sets
laws and rules that regulate economic life, produces educational and police
services, and regulates pollution and business. And the Soviet Union and
the countries of Eastern Europe, unhappy with the performance of their
command economies, are searching for their own particular brands of the
mixed economy.



Comprehension check

Ex. 1. Multiple choice. Choose the answer (A, B, C or D) which you
think fits best according to the text.

1. In a command economy ... .

A. decisions are made in markets.

B. a system of prices determines what, how and for whom.

C. the government owns the means of production (land and capital).

D. there are no markets.

2. A market economy is one ... .

A. in which the government makes all decisions about production and
distribution.

B. the government decides how the output of the society is to be divided
among different goods and services.

C. which has operated in the Soviet Union during most of this century.

D. in which individuals and private firms make the major decisions
about production and consumption.

3. Mixed economies rely primarily on the price system for their
economic organization but use ... .

A. educational and police services.

B. government interventions (such as taxes, spending, and regulation) to
handle market failures.

C. the experience of the countries of Eastern Europe.

D. traditions of ancient Egypt.

4. All societies are ... .

A. market economies.

B. based on tradition.

C. mixed economies.

D. rapidly evolving.

Ex. 2. Answer the following questions.

I. How were the main economic questions — what, how, and for whom —
decided in the earliest societies?

1. Why cannot custom be used in a modern economy?

I11. How are societies organized today?

IV. What is a command economy?

V. What are the Functions of the government in a command economy,
such as has operated in the Soviet Union during the 20" century?

V1. How are most economic questions solved in the United States?

VII. What is a market economy?



VIII. What can you say about mixed economies?
IX. What is the role of the United States’ government in market
modifying?

Lexical-grammar exercises

Ex. 1. Match the words listed below with the dictionary definitions
which follow: society; contemporary; to adopt; to search; mixed;
property; to adapt; output.

1. choose to follow (a course of action, etc).

2. of diverse qualities or elements.

3. something owned; a possession, especially a house, land, etc.

4. living or occurring at the same time; following modern ideas; of the

present time.

5. a social community.

6. make suitable for a new use, need, situation.

7. examine, look carefully at, through, or into (in order to find a person
or thing).

8. quantity of goods, etc. produced.

Ex. 2. Put questions to these answers.

I. Economics studies different mechanisms that a society can use to
allocate its scarce resources (What ...).

I1. In the earliest societies (Where ...).

I11. In the Soviet Union (Where ...).

IV.In a command economy, the government answer the major
economic questions (Who ...).

V. In the United States (Where ...).

VI. A market economy is one in which individuals and private firms
make the major decisions about production and consumption. (What ...).

VII. Mixed economies contain elements of market and command
economies (What ...).

Ex. 3. Match the pairs of synonyms among the following words.

to trade strength, force

job goods

power to exchange

commodities work

to own legislation

law to possess

EX. 4. Match the pairs of antonyms among the following words.
happy outputs



inputs lowest

employer cheap

highest youths

costly employee

elders unhappy

Ex. 5. Match the following English phrases with their Russian

equivalents.

1) to adopt the trade a) cucTeMa IeH

2) scarce resources b) pyHKIIMOHMpPOBaHNE
KOMAaH/HBIX 9KOHOMHUK

3) economic decisions C) yCTaHABJIUBATb 3aKOHBI U
npaBuiIa

4) inputs and outputs d) npubbUIN 1 YOBITKH

5) means of production €) UMYILECTBCHHBIE JIOXO/IbI

6) private firms f) cpencrBa npousBoacTBa

7) profits and losses €) 3aTpaThl U BBITYCK (IPOIYKLIUH)

8) property incomes h) yactHbIe PupMEI

9) to set laws and rules i) SKOHOMHYECKHE PELICHHS

10) the performance of the j) mepeHnMaThL peMeciio

command economies

11) a system of prices K) ckymHbIe pecypehl

Ex. 6. Put the word in brackets in the correct form.

According to a Greek legend, the Olympic Games were started by
Hercules, son of Zeus, in honour of his father. The first Olympic Games
about which we have (inform) were held in 776 BC on the plain of
Olympia. Games had taken place before this date but had consisted (main)
of chariot races. The ancient Greeks thought the Games were so
(importance) that they measured time by the interval between them.
A period of four years was referred to as Olympiad. The Games also
represented the Greek ideal of physical (fit) and beauty, which they
considered as important as the (develop) of the mind. Nothing, not even
war, was allowed to interfere with the Games. They were held (continue)
every four years for more than 1,000 years until their (abolish) by the
Romans in AD 394. At the end of the nineteenth century, a Frenchman
called Baron de Coubertin suggested (establish) the tradition. Following his
suggestion fifteen nations met at an (nation) congress in 1894. Two years
later, the first modern Olympic Games were held in Athens. In 2004, the
Olympics returned to Greece, when Athens played host to the (great) sports
event in the world.



Discussion

I. Compare the command and market economies. What are the
advantages of the market economy over the command economy?

Il. Why does the author of the text call the economic system of the
United States a) market economy; b) mixed economy?

I11. Situation. Suppose you are to speak about market, command and
mixed economies at the meeting of the students’ scientific society. Prepare a
report containing approximately 200 words. Let other students ask you
questions on the topic.

UNIT 2
Vocabulary

market stalls — peiHOYHBIC TapbKH, MANATKA

Board of Trade — Toprosas nasnata

Stock Exchange — ¢onnoBas Gupsxa

title to ownership — nokymeHT, AarouMil MPaBo COOCTBEHHOCTH
to go about — umeTh OOBIKHOBEHHE JIETATh YTO-THO0
stock — akius

bond — oGnuranus

financial assets — ¢punancoBbie cpencTra

to set prices — ycTaHaBIMBATD IICHBI

to interact — B3auMoieiicTBOBaTb, BIUSITH APYT HA Apyra
voluntary — 1o6poBosbHbBII

to allocate — pacnpenensaTs

gasoline — (amep.) 6eHsuu

to ration out — HopmMHpOBaTH

to overstock — genath cauIIKOM GOJBIION 3amac, 3aTOBapUBaTh (PHIHOK)
in a rush — B crienke

to unload — u36aBisaThCs (OT YEro-MUOO HEBBITOTHOTO)
equilibrium — paBaoBecue

shift — u3meHenue, nepeMeineHue, CABUT

occupation — 3ausTHe, poa 3aHATHI, Tpodeccust

turmoil — 6eciopsiok

household — cembs, toMouambl

glut — U36BITOK, IEPENPOU3BOACTBO

a glut in the market — 3aroBapuBaHue priHKa

deficiency — nexBarka, aeurur

to yield — npousBoauTh, 1aBath



The Market Mechanism

How does a market function? Exactly how does the market mechanism
go about determining prices, wages, and outputs? Originally, a market was a
place where goods were bought and sold. Economic histories of the Middle
Ages record that market stalls — filled with slabs of butter, pyramids of
cheese, wet fish, and heaps of vegetables — formed the commercial centers
of villages and towns. Today, important markets include the Chicago Board
of Trade, where oil, wheat, and other commaodities are traded, and the New
York Stock Exchange, where titles to ownership of the largest American
firms are bought and sold.

More generally, markets are a mechanism by which buyers and sellers
meet to exchange things. The market may be centralized (as for stocks,
bonds, and wheat), or decentralized (as for houses or used cars), or may
even be an electronic market (as occurs for many financial assets and
services). The crucial characteristic of a market is that it brings buyers and
sellers together to set prices and quantities.

A market is a mechanism by which buyers and sellers of a commodity
interact to determine its price and quantity. In a market system, everything
has a price, which is the value of the good in terms of money. Prices
represent the terms on which people and firms voluntarily exchange
different commodities. When | agree to buy a used Honda from a dealer for
$3,150, this indicates that the Honda is worth more than $3,150 to me and
that the $3,150 is worth more than the Honda to the dealer. | cannot find a
better value for my money than the Honda and the dealer cannot find
anyone who will pay more than | will. The used-car market has determined
the price of used Hondas and, through voluntary trading, has allocated cars
to the people for whom they have the highest value.

In addition, prices serve as signals to producers and consumers. If
consumers want more of any good — say, gasoline to drive their cars — the
demand for gasoline will rise. As oil companies find that their inventories of
gasoline are reduced, they raise the price of gasoline to ration out the lim-
ited supply. And the higher price will encourage greater oil production.

On the other hand, what if a commodity such as cars becomes
overstocked at the going market price? Sellers will lower car prices in their
rush to unload unwanted models. At the lower price, more consumers will
want cars, and producers will want to make fewer cars. As a result, a
balance, or equilibrium, between buyers and sellers will be restored.

What is true of the markets for consumer goods is also true of markets
for factors of production, such as labor. If computer programmers rather
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than typists are needed, job opportunities will be more favorable in the
computing field. The price of computer programmers (their hourly wage)
will tend to rise, and that of typists will tend to fall. The shift in relative
wages will cause a shift of workers into the growing occupation.

Prices coordinate the decisions of producers and consumers in a market.
Higher prices tend to reduce consumer purchases and encourage production.
Lower prices encourage consumption and discourage production. Prices are
the balance wheel in the market mechanism.

Market Equilibrium. At every moment, innumerable factors affect
economic activity. Some people are buying while others are selling; firms
are inventing new products while governments are passing laws to regulate
pollution; foreigners are invading our markets while American firms are
moving their plants abroad. Yet in the midst of all this turmoil, markets are
constantly solving the what, how, and for whom. As they balance all the
forces operating on the economy, markets are finding an equilibrium of
supply and demand.

What is a market equilibrium? It represents a balance among all the
different buyers and sellers. Households and firms all want to buy or sell
certain quantities depending upon the price. The market finds the
equilibrium price that just balances the desires of buyers and sellers. Too
high a price would mean a glut of goods with too much output; too low a
price would produce long lines in stores and a deficiency of goods. Those
prices for which buyers desire to buy exactly the quantity that sellers desire
to sell yield an equilibrium of supply and demand.

Comprehension check

Ex. 1. Say whether the following statements are true or false.

1. Originally, a market was a place where goods were bought and sold.

2. Markets may be centralized, decentralized or electronic.

3. In a market system, not every commodity has a price.

4. The price is the value of the good in terms of money.

5. When the author agrees to buy a used Honda from a dealer for
$3,150, this indicates that the Honda isn’t worth buying.

6. If consumers want more of any good, the demand for this good will
fall.

7. The lower price will encourage greater production.

8. Higher prices tend to reduce consumer purchases and encourage
production.

9. The market equilibrium represents a balance among all the different
buyers and sellers.

11



Ex. 2. Answer the following questions.

1. What do economic histories of the Middle Ages record?

2. What are the most important American markets today?

3. Give a more general definition of markets.

4. What is the crucial characteristic of a market?

5. Describe the importance of prices in a market system. Why does the
author say that “Prices are the balance wheel in the market mechanism”?

6. What is a market equilibrium?

Lexical-grammar exercises

Ex. 1. Vocabulary

1. In the first paragraph, which words have these meanings: a) place of
great activity, b) get in return for money, get by paying a price, ¢) buy and
sell.

2. In paragraph Il which word means the opposite of: a) centralized,
b) buyers, c) unimportant.

3. In paragraph 1V explain these words: a) voluntarily, b) to determine
(the price), ¢) commodities.

4. In paragraph V which word means the opposite of: a) to fall, to
decrease, b) less, ¢) unlimited, d) discourage.

5. In paragraph VII explain the meanings of: a) job opportunities,
b) shift, ¢) occupation.

6. Look again at the last two paragraphs of the text entitled “Market
Equilirium”. How do you understand the definition of a market
equilibrium? Explain it in your own words.

Ex. 2. Fill in the gaps with the following prepositions and translate
the word combinations: of, to, for, at, through.

. the demand ... gasoline

. ... the lower price

. the commercial centers ... villages and towns

. prices serve as signals ... producers and consumers

. markets ... factors ... production

. an equilibrium ... supply and demand

. to allocate cars ... the people ... voluntary trading

Ex. 3. Join the halves of the sentences.

1. Markets are a mechanism a) the demand for gasoline will rise
by which

2. Prices represent the terms b) sellers will lower car prices

~No Ok WN -
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3. The used-car market c) on which people and firms
voluntarily exchange different

commodities
4. If consumers want more d) buyers and sellers meet to
of any good — say, exchange things
gasoline to drive their cars
5. If a commodity such as e) has determined the price of used
cars becomes overstocked Hondas at the going market price
6. The price of computer f) represents a balance among all the
programmers will tend to different buyers and sellers
rise
7. A market equilibrium g) if computer programmers

rather than typists are needed

Ex. 4. Put the words in order to make up a correct sentence. The
Russian translation is given to help you.

1. buyers and sellers / is / a market / by / a mechanism / which /
interact / its / to determine / price and quantity / a commodity / of (Peirok —
9TO MEXaHU3M, C IMOMOIIBIO KOTOPOTO IOKYIATCIW W NpOoAaBUbl TOBapa
B3aMMOJIEHCTBYIOT, YTOOBI OTPEIEUTD €T0 IIEHY U KOJIHIECTBO. )

2. difficult / is / kind / to / find / you / it / want / the / work / of / really /
to / do (TpyaHo HaiiTi TOT BUI pabOTHI, KOTOPYIO BBI JICHCTBUTENHHO XO-
THUTE JIENATh.)

3. Oil / will / higher / the / production / greater / price / encourage
(Bomee BBICOKast IeHA OyIET CIOCOOCTBOBATH OOJBIIEMY IMPOU3BOICTBY
HehTH.)

4. Prices / encourage / lower / discourage / production / and /
consumption (Bomee HHM3KHE IIEHBI MOOIIPSIOT HOTPEOJCHHE H
PasIaxXUBaIOT IPOU3BOICTBO.)

5. Turmoil / this / are / in / the / of / markets / constantly / yet / all / the /
how / what / for whom / and / midst / solving (Oxnako cpeau Bcero 3Toro
6ecnopﬂm<a PBIHKHU [TIOCTOSAHHO pemaroT: 4YTO, KaK U AJId KOFO.)

Ex. 5. Fill in the gaps with the following words: consumption;
production; market equilibrium; supply and demand; to exchange; a
price; trading; commodities; overstocked.

1. What is true of the markets for consumer goods is also true of markets

for factors of ... .

2. Market is a mechanism by which buyers and sellers meet ... things.

3. In a market system, everything has ... .

4. The used-car market, through voluntary ... , has allocated cars to the
people for whom they have the highest value.
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5. ... represents a balance among all the different buyers and sellers.

6. Markets are finding an equilibrium of ... .

7. 1t may happen that a commodity such as cars becomes ... .

8. Greater ... leads to higher prices and greater production.

9. The Chicago Board of Trade is an important market, where oil, wheat
and other ... are traded.

Ex. 6. Find the word that is closest in meaning to the italicized word.
1. comprehend

a) describe  b) understand  c) make use of d) prepare

2. occur

a) render b) fall c) take place d) reach

3. believe

a) notice b) mean C) suppose d) reach

4. demand

a) discover  b) believe c) require d) improve
5.  high

a) lofty b) significant  c) scale d) low

6. potential

a) favourite  b) possibility c) refusal d) desire
7. maximum

a) least b) expensive C) cheap d) greatest
8. establish

a) receive b) delay c) setup d) attract

9. current

a) healthy b) modern c) well-known d) necessary
10. purchase

a) send b) buy ¢) hide d) borrow
11. encourage

a) shout angily b) stop c) give hope  d) try something new
12. available

a) boring b) modern c) easy to get  d) not able to see well
13. pursue

a) cross b) follow c) suggest d) create
14. incorporate (verb)

a) combine  b) happen C) separate d) calm
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Discussion and Summary

Read this summary and discuss the following questions:
1. How do you understand the market mechanism?
2. What role does the price system play in the market economy?

How Markets Solve the Basic Economic Problems

In an economy like the United States, most economic decisions are
made in markets, which serve as mechanisms by which buyers and sellers
meet to trade and determine prices and quantities for commodities. And
while markets are far from perfect, they have proved remarkably effective at
solving the problems of how, what, and for whom.

The market mechanism works as follows to determine the what and the
how. The dollar votes of people affect prices of goods; these prices serve as
guides for the amounts of the different goods to be produced. When people
demand more of a good, businesses can profit by expanding production of
that good. Under perfect competition, a business must find the cheapest
method of production, efficiently using labor, land, and other factors;
otherwise, it will incur losses and be eliminated from the market.

Write an article in English to a scientific journal about the market
mechanism. Your article should contain approximately 200 words. Use
the following economic terms:

commodities producers and consumers
to trade the demand for
to set prices a glut of goods

markets for consumer goods  a deficiency of goods overstocked
market equilibrium.

UNIT 3
Vocabulary

concept — moHATHE, KOHIETILHS

marketing — MapKeTHHT, CHCTEMA peau3alin (CObITa); TOProBJIs
wagon — TeJieskKa, IToBO3Ka

to revise — nepecMaTpuBaTh, U3MEHATh

VieW — B3IJIs], MHEHHE, TOYKA 3PEHUS

exchange — o6MeH
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to the detriment — B yruep6

to gain a competitive advantage — noGuBaTbCs MPEUMYLIECTBA HaA
KOHKYPEHTaMH

production — mpou3BoCTBO

manufacturer — npoMBILIIICHHUK, TPEANPUHUMATEND; TPOU3BOAUTEIb

to outstrip — omepexath, MPEBOCKOIUTh

seller’s market — peiHok npojaBia

era — apa, smoxa

sale — mpoxasxa, cObIT

salespeople — poaBIs!

buyer’s market — peIHOK TOKYymares, PHIHOK ¢ M300HIMEM TOBApOB,
KOHBIOHKTYpA PBIHKa, BRICOAHAS ULl IOKyTIaTenei

challenge — npo6nema, BbI30B

business — neno, 6usHec; koMnanus, Gupma, NPEANPUITHE

to strive — ctapatbcs, CTPEMHTHCS

competition — KOHKypeHLHsI, COPCBHOBAHUE

technological advances — texauueckuii mporpecc

deregulation — meperynupoBaHue, cokpaiieHiHe 00beMa BMEIIATSIbCTRA
roCyAapCTBa B 9KOHOMHUKY

banking — 6ankoBckoe geno

trucking — xese3HoIOpOXKHAS CETH

sophisticated — yToHYEHHBIH, CITOKHBIM

emphasis — ocob6oe BHUMaHKE

Evolution of the Marketing Concept

Before the Industrial Revolution, a typical example of marketing was a
farmer loading a wagon with produce to sell in town on market day. Thus,
marketing emphasized the physical distribution function of getting goods to
customers. Since then, economic and social changes have required
organizations to revise their view of marketing in order to stimulate
successful exchanges. Organizations that have prospered throughout the
years have been quick to make these changes. However, not all
organizations have adopted the same view of marketing at the same time,
and some organizations — to their detriment — have been slow to change
at all.

Production Era. In the first part of this century, organizations found
more and more ways to automate. European and North American
companies typically focused on ways to improve the production of goods,
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because this was how they were able to gain or keep a competitive
advantage. The classic example of this production era is Ford Motor
Company, whose efficient strategy for mass-producing the Model T enabled
more consumers than ever to own an automobile. Manufacturers
concentrated on producing goods, believing that products would practically
sell themselves. Often, production-era businesses searched for customers
after having manufactured their goods. Today, such a production orientation
seems not only outdated but impossible; the costs of manufacturing are just
too high to justify making something without ensuring there will be enough
buyers. During the production era, however, producers operated in a seller’s
market — one where demand for products outstrips the supply.

Sales Era. Thanks to the many production improvements businesses had
made, they became able to produce more goods than their regular customers
wanted to buy. Businesses began operating in a buyer’s market — the one in
which the supply of products exceeds the demand for them. This marketing
challenge was intensified by the limitations on spending caused by the
Great Depression and World War 1. Many businesses responded to the
challenge by hiring salespeople and looking for ways to persuade
consumers and organizational buyers to purchase more of their products.
The period in which this approach to marketing was common is known as
the sales era, and it prevailed until the 1950s.

Marketing Era. As markets continued to grow, many businesses became
less satisfied with the principle of selling more and more. They needed a
basis for focusing their efforts, and they needed more successful strategies
for attracting and keeping customers. This led businesses to enter the
marketing era, a period during which more and more companies formed
marketing (rather than simply sales) departments, sought to identify
customer needs and desires, and adopted the marketing concept.

The marketing concept states that an organization should seek to meet
its customers’ needs as it strives to achieve its own goals. To identify and
meet customer needs, businesses and other organizations have relied on
marketing departments staffed with experts in marketing research, sales,
advertising, distribution, and other functions. The process of researching
needs and then planning a way to meet them can be time-consuming, but it
helps ensure that organizations use their resources wisely. At organizations
that have adopted the marketing concept, marketing becomes the company’s
link to the customer.

Quality-Driven Marketing. In the decades that have passed since the
beginning of the marketing era, competition has intensified. Technological
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advances have enabled organizations to serve much larger geographical
areas, so that U.S. companies now share the U.S. market with many foreign
firms. Government deregulation has increased the level of competition in a
number of industries, including banking, trucking, telecommunications, and
air travel. In addition, the explosion of information sources has made
today’s buyers more sophisticated and more demanding. As a result, more
and more organizations are finding it necessary to move beyond the
marketing era to an emphasis on quality and customer value.

Often the move beyond the marketing concept includes some version of
total quality management (TQM). This quality approach, which became
popular during the 1980s, broadens the traditional marketing concept to
involve all members of the organization in striving to improve quality in
order to satisfy customers.

Comprehension check

Ex. 1. Multiple Choice. Choose the answer (A, B, C or D) which you
think fits best according to the text.

1) During the production era, producers ... .

A. enabled more consumers than ever to own an automobile.

B. operated in a seller’s market — the one where demand for products
outstrips the supply.

C. operated in a buyer’s market.

D. didn’t search for customers.

2) The sales era is called so, because ... .

A. production came to a halt.

B. businesses produced more goods than their customers wanted to buy
and they began operating in a buyer’s market.

C. many businesses couldn’t hire salespeople.

D. there were limitations on spending caused by the Great Depression
and World War II.

3) The marketing era is a period ... .

A. beginning in the first part of the 20" century.

B. when markets didn’t continue to grow.

C. which prevailed until the 1950s.

D. during which more and more companies formed marketing
departments and adopted the marketing concept.
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4) Nowadays, more and more organizations are finding it necessary to
move beyond the marketing era to an emphasis on quality, because ... .

A. competition has intensified since the beginning of the marketing era.

B. the level of competition has only increased in some industries.

C. buyers are not demanding.

D. marketing became unpopular in the 1980s.

Ex. 2. Mark the following statements as True or False.

1. The evolution of the marketing concept includes four main stages: the
production era, the sales era, the marketing era and the quality-driven
marketing.

2. The production era began in the first part of the 20" century.

3. European and North American companies increased the production of
goods, because they had no competitors.

4. Production-era businesses searched for customers before having
manufactured their goods.

5. During the sales era, businesses began operating in a seller’s market.

6. After World War I, many businesses hired salespeople and tried to
persuade consumers to purchase more of their products.

7. During the marketing era, markets continued to grow.

8. According to the marketing concept, an organization must achieve its
own goals and only then it should seek to meet its customers’ needs.

9. Businesses have created marketing departments staffed with experts
in marketing research, sales, advertising, distribution, and other functions.

10. Businesses are striving to improve quality in order to satisfy
scientists.

Ex. 3. Answer the following questions.

1. What did marketing emphasize before the Industrial Revolution?

2. Why did European and North American companies focus on ways to
improve the production of goods in the first part of the 20" century?

3. What did manufacturers believe during the production era?

4. Give a classic example of this production era.

5. In what market did the producers operate during the production era?

6. In what market did businesses operate during the sales era?

7. What is the marketing era? The marketing concept?

8. When did the quality approach to marketing become popular?

9. What is the importance of competition in the move beyond the
marketing concept?
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Lexical-grammar exercises

Ex. 1. Find in the text the English equivalents of the following words
and word-combinations.

1) Mapkerunr, 2) oOMmeH, 3) yay4iiate HOPOU3BOACTBO TOBAapOB,
4) aBTOMOOMIB, 5) COCPENOTOYMBATHCS Ha 4YEM-HUOYIb, 6) AOCTATOYHO
MOKymartene, 7) pBIHOK MponaBLa, 8) PHIHOK MOKymartens, 8) cmpoc
MpeBbIIaeT mpemioxenue, 10) kommanus, Qupma, OpeANpHUITHE,
11) 6maroxaps, 12) smoxa mpoussoicTa, 13) smoxa mpojgaxu, 14) smoxa
MapkeTuHra, 15) Gonee ycnemrHas crparerus, 16) mpuHUMAaTh KOHIICTIIIHIO
MapKeTuHTa, 17) KOHKYpEeHIIHS.

Ex. 2. Match the words listed below with the dictionary definitions,
which follow: consumer; seller’s market; challenge; production; buyer’s
market; to sell; marketing concept; advertising; quality.

1. A market in which the demand outstrips the supply of products.

2. A market in which the supply of products exceeds the demand for
them.

3. View that an organization should seek to meet its customers’ needs as
it strives to achieve its own goals.

4. The art of persuasion people to buy your product or service.

. Give in exchange for money.
. High standard of; goodness or worth.
. Person who uses (manufactured) goods.
. @) The process of being produced;
b) the process of being manufactured, especially in large quantities.

9. A demanding or difficult task.

Ex. 3. Use the word in the brackets in the correct form.

1. The classic example of the (produce) era is Ford Motor Company.

2. Today, such a production orientation seems both outdated and
(possible).

3. The sales era (prevail) until the 1950s.

4. Marketing departments have many different functions: (advertise),
(distribute) and others.

5. (Technology) advances have enabled organizations to serve much
larger (geography) areas.

6. The (explode) of information sources has made today’s buyers more
demanding.

7. The quality approach broadens the traditional (market) concept.

o N O Ol
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Ex. 4. As you see, this text is rich in ing-forms. In a sentence ing-
form may be:

1) the verbal noun: The period in which this approach to marketing was
common is known as the sales era. (The verbal noun has a nominal
character; it may be used with an article or an adjective. The verbal noun
cannot take a direct object; it takes a prepositional object with the
preposition of).

2) the gerund: Many businesses responded to the challenge by hiring
salespeople and looking for ways to persuade customers and organizational
buyers to purchase more of their products. (The gerund has a double
character — nominal and verbal; it takes a direct object; it may be modified
by an adverb). In this sentence the gerund performs the function of an
adverbial modifier.

3) Participle I: Before the Industrial Revolution, a typical example of
marketing was a farmer loading a wagon with produce to sell in town on
market day.

Use the correct preposition.

1. I’'m looking forward (to / for / at) seeing you on Sunday.

2. Please forgive me (of / for / from) interrupting you.

3. I got used (to / at / for) living in such a hot country.

4. Jenny was very excited (with / about / of) going to the party.

5. At dinner she annoyed me (with / by /at) asking different questions.

6. He complained (of / about / on) having too much trouble with his
request.

7. | have always been interested (about / in /on) learning about different
cultures.

8. Was he accused (in / on / of) shoplifting?

9. The students congratulated their teacher (with / on / of) receiving an
award.

10. Were you surprised (with / at / of) hearing this funny
announcement?

11. She had adjusted nicely (with / to / at) living in the house and found

it pleasant.

12. The question reminded him (about / of / on) visiting Canada several
years ago.

Ex. 5. Make sentences of your own with the following:

(on) market day marketing department

the costs of manufacturing time consuming process

production improvements to share the market (with)

successful strategies to improve quality
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Discussion

1. Why is marketing considered to be the evolution of the exchange
process?

2. Characterize each era. Explain in what the production era differs from
the sales era and the marketing era.

3. Work in groups of four. Each member of a group characterizes one of
the four eras described in the text. So each group will present a picture of
the evolution of the marketing concept. After each student has finished, ask
him questions on the topic he has just spoken about.

UNIT 4
Vocabulary

market — peIHOK

commodity market — ToBapHBIii pEIHOK

auction market — aykunon

£CoN0MYy — 5KOHOMHKA, XO3SIHCTBO; YIKOHOMHUSI, OEPEIKITHBOCTh

market economy — peIHOYHAs 5KOHOMHKA

mixed economy — cMelanHas SKOHOMUKA

£CONOMICS — IKOHOMHUKA, HAPOIHOE XO3SIHCTBO; SKOHOMHIECKAs HayKa

macroeconomics — MAaKpO3KOHOMHKA

MiCroeconomics — MUKpPO3KOHOMHKA

to make decisions — mpuHUMATH peIICHUsI

regardless — Hep3upas Ha

goods — ToBap, TOBapkI

to allocate — pasmermars

input — BBOJI, 3aTpaThI

output — BbIITyCK, IPOLYKLUS

intricate — cyioxHBII

essential — cymiectTBeHHbBII

to communicate — obmarscst

facilities — cpencrsa obcykuBanusi, 060pyIOBaHHE

specific — onpeeneHHbIH, TOUHBII, KOHKPETHBIH

demand and supply — npeanoxenue u copoc

Scarce — pelkuii, 1epUIUTHBINA

curve — KkpuBas

This article commands a good price. — 3a 3TOT ToBap MOKHO B3SITh
XOPOIIYIO [ICHY.
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consumer — moTpeouTeNsL

commodity — ToBap

grocery store — 6akaneifHO-racTpOHOMUYECKUI Mara3uH

grocer — toproser; 6akaneitHbIMH TOBapaMu

packer — ymakoBIIHK; (amep.) 3aTOTOBUTEIb

retailer — po3HuYHBIH TOproBer

to cast a vote — nomaBatk rosoc (Ha BEIOOpax)

stock rancher — x03s1MH KMBOTHOBOIIECKOTO PAHUIO

supplier — nocraBiuk

respond — pearupoBath

feedlots — oTkopMoOUHBIE TUIOIAAKY AJISI CKOTA

competitive — KOHKYPEHTOCIIOCOOHBIH; KOHKYPHPYIOIIUHA, KOHKYPEHT-
HBII

competitor — KOHKypeHT

in response to — B oTBeT Ha

earnings — 3apaboToK; J0X0/1; PHOBLITH

profitability — npuGsuEHOCTS

income — 10xo1; IpUOBLIH

at its lowest cost — o HaumeHbIIEH 1IEHE

wages and salaries — 3apaboTHas miata pabovux U CIyKaIlux

rent — apeH/Hast I1aTa, PeHTa

free enterprise — cBoGoIHOE MPEANPUHAMATEIBCTBO

Markets and the Market Economy

In any economic system, regardless of the type of political or social
structure, there are four basic decisions that must be made. The system must
somehow determine (1) what goods and services are to be produced and in
what quantities, (2) how to allocate available resources (the inputs of land,
labor, capital, and management) to obtain the largest output or national
product, (3) what production methods should be used, and (4) how national
output should be divided among the population. In most capitalist countries
these decisions are made through an intricate system of market prices that
are reflected through the marketing system from consumers to producers.
Before going into detail on how this is accomplished, a definition of a mar-
ket is essential.

A market consists of buyers and sellers with facilities to communicate
with each other. It need not be a specific place, although some people refer
to markets in this sense, such as commodity markets and auction markets.
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Markets may be local, regional, national, or international. The only re-
quirement is that the forces of demand and supply, via communication be-
tween buyers and sellers, determine market price.

In a market economy, every scarce commodity commands a price, and
that price is determined by the product’s demand and supply curves. For
example, examine the consequences of an increase in the demand for beef
in America. When consumers go to their grocery stores and purchase more
beef, they indicate to the grocer that they prefer that product over other
goods their money could have bought. These dollar "votes" are cast when
consumers purchase the available beef. The grocers must then purchase
more beef from the packers. The packers need more beef to supply retailers’
increased needs, so they buy more from the feedlots, and the feedlots need
more animals, so stock ranchers increase the size of their breeding herd, and
so on. A large number of other suppliers also detect and respond to changes
in the demand for their products or services. As consumers purchase more
meat, the demand curve for meat shifts, which increases the price of meat at
the retail level. This higher price is noticed by meat packers as their orders
increase. Consequently, packers demand more slaughter cattle and offer
higher prices. This signal is passed back through the market to feedlots,
feed-grain producers, and cow-calf operators. In a competitive system,
producers increase output in response to higher prices because they can
improve their earnings by doing so. It is the profit motive that makes the
market system work. It is easy to see how our economy answers the
question of what and how much is produced — it is determined by
profitability. Firms will produce those goods from which they can make a
profit. They will not produce a commodity if their information indicates
they will lose money producing that good.

A competitive market system allocates resources to produce a good at its
lowest cost. A producer who does not do so will find earnings declining,
even to the point of being forced out of business by competitors. When peo-
ple sell the services of their labor or other resources, they receive compen-
sation in the form of wages or salaries, rent, interest, or income in general.
With this income, they purchase goods and services. In a free-enterprise
system the allocation of resources to production determines the distribution
of income, which in turn determines how much of the total output each
member of society will receive. This system is very complex, but it does
work well and without the planning that occurs in such command econo-
mies as the former Soviet Union and China.
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Comprehension check

Ex. 1. According to the text, are the following statements true or
false?

1. A market consists of buyers and sellers.

2. Markets may be local, regional, national, or international.

3. Any economic system, regardless of the type of political or social
structure, must solve three basic questions.

4. In a market economy, the forces of demand and supply determine the
market price.

5. In a competitive system, producers increase output because they can’t
make a profit.

6. Other suppliers don’t respond to changes in the demand for their
products or services.

7. In a market economy, profitability determines what goods and serv-
ices are to be produced and in what quantities.

8. A producer may even be forced out of business by competitors.

9. In a free-enterprise system, the distribution of income is very com-
plex.

Ex. 2. Answer the following questions.

1. What four basic decisions must be made in any economic system?

2. How are these decisions made in most capitalist countries?

3. Give a definition of a market.

4. What types of markets do you know?

5. What factors determine market price of a commodity?

6. Examine the consequences of an increase in the demand for beef in
America.

7. In a competitive system, when do producers increase output?

8. How does the market economy answer the four main questions of any
economic system?

Lexical-grammar exercises

Ex. 1. Give the English equivalents of the following words and word
combinations: 1) pblHOYHAss SKOHOMHKA, 2) JKOHOMHYECKAs CHCTEMA,
3) ompeznensate, 4) TOBapbl M YCIYrH, 5) KOJHUYECTBO, 0) HMEIOLIHECS
pecypcebl, 7) 3atpathl, 8) BbIMYCK, 9) phiHOYHBIC LeHbI, 10) moTpedurens,
11) meronmsl mpous3BoacTBa, 12) MecTHBIE PBIHKH, 13) mpemoxkeHue H
copoc, 14) yBenudeHue cmpoca Ha TOBAAUHY, 15) yIOBIETBOPUTH
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BO3POCHINE HYXIbl Pa3IHIHBIX TOPTOBIEB, 16) pearnpoBaTh Ha U3MEHEHUS
B crnpoce, 17) npubbuibHOCTB, 18) KoHKypeHT, 19) cucrema cBOOOAHOTO
HpeArprHIMAaTeIbCTBa, 20) 10X0M1, TPHOBLIE.

Ex. 2. Match the pairs of synonyms among the following words.

1) to purchase
2) goods

3) profit

4) increase

5) quantity

6) consumer

a) buyer

b) amount

c) rise

d) to buy

e) commodities
f) income

Ex. 3. Match the pairs of antonyms among the following words.

1) to increase
2) buyer

3) to sell

4) input

5) intricate
6) profit

7) retail

a) wholesale
b) to buy
c) seller

d) to decline
e) loss

f) output

g) simple

Ex. 4. There are a lot of nouns with the suffix -er in this text. It is a
productive noun-forming suffix: consumer, producer, buyer, seller, packer,
stock rancher, supplier, operator, retailer. As you see, they denote mainly
professions and the doers of an action. Translate these derivative nouns
(mpomsBoansie cymiectButenbHbie) and write from which words they are-
formed. For example: supplier — to supply.

Ex. 5. Translate the sentences given below. Pay attention to the

words in italics.

OCoOoO~NoulThWwWwN -

. Chesterham is a small market town with a population of 2000.

. Access to new foreign markets was assured.

. This device was first marketed by a Japanese firm.

. They have never had to operate in a market economy.

. It’s a seller’s market at the moment.

. A talking watch will shortly be on the market.

. Many labour-saving devices have come onto the market.

. You’ll never get a picture as good as this one on the open market.
. Exxon might well be in the market to buy up a competitor too.

10. They took the mineral water off the market while tests were being

made.
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Ex. 6. Marketing can be defined as an art of buying and selling.
Let’s have a look at the following group of words. Do you know each of
them? Into what two groups can they be subdivided?

purchase, sell, splash out on, buy up, pick up, sell off, buy in bulk, flog,
snap up, stock up, be a sell out, buy in, buy wholesale, sell up, be
selling like hot cakes, outsell, bestseller

And now use them in the sentences below.

1. It’s best to ... when house prices are high.

2. The bakery usually ... its cakes ... at half price just before closing
time.

3. Why don’t we ... and move to Canada? Property is really cheap there.

4. Don’t let him try and ... you his car — he’s had endless trouble with it.

5. By the end of the 1980s portable computer systems were ... larger
systems by 30 %.

6. The new book, which reveals intimate details about Princess Diana’s
private life is ... in New York.

7. Jane Fonda’s new diet book is sure to be a ... in America.

8. Madonna’s European tour ... a total ... .

9. Foreign investors are not permitted to ... land.

10. If I were you, I’d ... that dress before someone sees it.

11. That picture? Oh, | ... it ... on the market last week.

12. We ... a bottle of champagne to celebrate her promotion.

13. The supermarkets are full of people ... for the New Year’s holiday.

14. We always ... . It is so much more economical.

15. Mark ... the earrings ... and then ... them in the market.

16. People had to ... candles during the electricity strike.

17. In the last five years development agencies have ... almost all the
land in the area.

EX. 7. Translate these sentences into Russian paying attention to the
modal verbs “should, must, to be to, to have to”.

1. You must always be ready for a chance that may never come.

2. I must have crossed the river, but | couldn’t see it. | never see it.

3. And now | must go back to my social duties.

4. “Have you seen him?” Martini asked. “No, he was to have met me
here the next morning”

5. White-collar workers are to meet on May 8 to formulate their reply to
the company on the following day.

6. If I had to make the choice again, | should have done the same.
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7. “Good God, surely I don’t have to explain why | want a walk.”

8. He said that it was not a temporary problem. Lasting arrangement
should be made.

9. Why shouldn’t children be allowed to plan their own television pro-
grams?

Discussion

1. What is meant by the word “market”?

2. How do you understand the word combination “the market
economy”?

3. How does the market economy help solve four basic problems of any
economic system? Give your examples.

4. Retell the text according to the following plan:

a) Four basic decisions that must be made in any economic system.

b) A definition of a market.

¢) How a market responds to changes in the demand for products or
services.

d) How much of the total output each member of society will receive.

UNIT 5
Vocabulary

perfect competition - coBepmieHHas  (HEMOHOIOJIMCTHYECKAS)
KOHKYPEHIIHSI

germinal — rerepupyromuii uaeH

recognition — mpusxanue

to pursue his or her personal good — npeciieoBars cBOK COOCTBEHHYIO
TOJTB3Y

realistic — peanuCTUYHBIH; TPAKTHYHBINA

injurious — BpeaHbIit

outcome — pe3ynbTar

orderly — opranuzoBaHHBII

insight — uaTYHIMS, TOHMMaHKE

scope — macmTabd

limitations — orpaHn4eHHOCTh; HEAOCTATKH

to let smb down — moaBectu, pazouapoBath

failure — Heynaua

28



appreciable — 3aMeTHBII, OIIy TUMBIi

externalities — BHerHue haxTOpPHI

the checks and balances (of perfect competition) — npemstcTBus 1
MPOTHBOBECHI

to be about — 6eITh 3aHATEIM YeM-THGO

Vvirtue — 10CTOMHCTBO

minuscule — kpore4HbIH

techniques — Texuosorus

production-possibility frontier (PPF) — rpanmiia mpou3BOACTBEHHBIX
BO3MOYHOCTEHI

to set in — ycranaBimBathCs

sky-high — ouens BBICOKO

costs of production — u3aepxku Npou3BoCTBA

inadequate — HeOCTaTOYHBIM

pervasive — mpOHUKAIOIIU TOBCIOY

inequitable — necnipaBeaMBBII

laissez-faire — (¢hp.) HeBMemIaTENBECTBO, CBOOOIHAS KOHKYPEHIIHS

flaw — senocraTox

to displace — BeITeCHSTD, 3aHUMATE YBE-THOO MECTO

proceeds — BbIpy4Ka, T0XO/

POWer — BIacTh, MOJIHOMOYHE, TIPABO

fiscal — dhuckanbHebIii, HHUHAHCOBBII

monetary — neHexHbIi, BaJIFOTHBIN

The Invisible Hand and **Perfect Competition™

Adam Smith, whose The Wealth of Nations (1776) is the germinal book
of modern economics, was thrilled by his recognition of order in the
economic system. Smith proclaimed the principle of the "invisible hand."
This principle holds that, in selfishly pursuing only his or her personal good,
every individual is led, as if by an invisible hand, to achieve the best good
for all. Smith saw harmony between private interest and public interest. In
his view of the economic world, any government interference with free
competition is almost certain to be injurious.

Smith’s doctrine of the invisible hand explains why the outcome of a
market mechanism looks so orderly. His insight about the guiding function
of the market mechanism has inspired modern economists — both the
admirers and the critics of capitalism. After two more centuries of
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experience and thought, however, we recognize the scope and realistic
limitations of this doctrine. We know that the market sometimes lets us
down, that there are “market failures”, and that markets do not always lead
to the most efficient outcome. Important market failures include imperfect
competition and externalities like pollution. Let’s pause to discuss the
crucial role played by competition in the market system.

Perfect Competition. Smith himself recognized that the virtues of the
market mechanism are fully realized only when the checks and balances of
perfect competition are present. What is meant by perfect competition? It is
a technical term that refers to a market in which no firm or consumer is
large enough to affect the market price. For example, the wheat market is
perfectly competitive because the largest wheat farm, producing only a
minuscule fraction of the world’s wheat, can have no appreciable effect
upon the price of wheat.

The invisible-hand doctrine is about economies in which all the markets
are perfectly competitive. In such a circumstance, markets will produce an
efficient allocation of resources, so that an economy is on its production-
possibility frontier. When all industries are subject to the checks and
balances of perfect competition markets can produce the efficient bundle of
outputs with the most efficient techniques and using the minimum amount
of inputs.

On the other hand, when a telephone company or a labor union is large
enough to influence the price of phone service or labor, some degree of
“imperfect competition” has set in. When imperfect competition arises,
society may move inside its PPF. This would occur, for example, if a single
seller (a monopolist) raised the price of a good sky-high to earn extra
profits. The output of that good would be reduced below the most efficient
level, and the efficiency of the economy would thereby suffer. When sellers
are few, inadequate checks may exist to ensure that prices are determined
by the costs of production. And in such a situation, the invisible-hand
property of markets may vanish.

In summary: Adam Smith discovered a remarkable property of a
competitive market economy. Under perfect competition and with no
market failures, markets will squeeze as many useful goods and services out
of the available resources as is possible. But where monopolies or pollution
or similar market failures become pervasive, the remarkable efficiency
properties of the invisible hand may be destroyed.
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An ideal, perfectly competitive economy — where resource allocation
decisions are made through voluntary exchange of goods for money at
market prices — squeezes the maximum quantity of useful goods and
services out of a society’s available resources. But the market does not
always live up to its perfect ideal. Rather, market economies suffer from
monopoly and pollution, along with unemployment and inflation, and the
income distribution in a pure laissez-faire society is sometimes thought
inequitable.

In response to the flaws in the market mechanism, nations introduce the
visible hand of government alongside the invisible hand of markets.
Governments displace markets by owning and operating certain enterprises
(like the military); governments regulate businesses (like telephone
companies); governments spend money on space exploration and scientific
research; governments tax their citizens and redistribute the proceeds to
poor people; and governments use fiscal and monetary powers to promote
economic growth and to tame business cycles.

Comprehension check

Ex. 1. Check your understanding and complete the following.
. The principle of the “invisible hand” holds that ... .
. Ifa single seller (a monopolist) raised the price of a good sky-high, ... .
. An ideal, perfectly competitive economy squeezes ... .
. Market economies suffer from ... .
. In response to the flaws in the market mechanism, ... .
. Governments displace markets by ... .

Ex. 2. Answer the following questions.

1. What principle did Adam Smith proclaim in economics? What is the
essence of this principle?

2. What is meant by perfect competition?

3. When does imperfect competition arise?

4. What would happen if a single seller (a monopolist) raised the price
of a good sky-high?

5. What property of a competitive market economy did Adam Smith
discover?

6. What do market economies suffer from?

7. What is the role of the visible hand of government alongside the
invisible hand of markets?

OO WN -
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Lexical-grammar exercises

Ex. 1. Vocabulary

1. In paragraph | which words have the same meaning as: a) money,
riches, property, b) command, rule, regulation, c) to obtain, to accomplish,
to succeed, d) opposite of public, €) activity in which persons compete,
f) that cannot be seen.

2. Explain these words from paragraph Il: a) doctrine, b) capitalism,
¢) limitations, d) outcome.

3. In paragraph Il and 1V which words have the opposite meaning to:
a) flaws, b) large, important, c) inefficient, d) maximum.

4. Explain the following word combinations from paragraph V: a) sky-
high, b) imperfect competition, c) the costs of production.

5. In paragraph VI which words mean the same as: a) commodities,
b) contamination, ¢) absolute, full, faultless.

EX. 2. Match the words with their definitions.

1. An economic system in which most a) firm
property (land and capital) is privately owned.
In such an economy, private markets are the
primary vehicles used to allocate resources and
generate incomes.
2. The flow of wages, interest payments, b) invisible hand
dividends, and other receipts (meHexHbIX
nocTyruieHuit) accruing to an individual or
nation during a period of time (usually a year).

3. Moral excellence; goodness; a good c) capitalism
quality.
4. The basic, private producing unit in a d) laissez-faire

capitalist or mixed economy. It hires labor and
buys other inputs in order to make and sell
commodities.

5. (“Leave us alone”.) The view that e) virtue
government should interfere as little as possible
in economic activity and leave decisions to the
marketplace

6. A concept introduced by Adam Smith in f) input
1776 to describe the paradox of a laissez-faire
market economy.

7. What is put in or taken in, or operated on g) income
by any process or system.
8. A result; a visible effect. h) outcome
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EX. 3. Give English equivalents to the following economic terms:

cB0O0OOIHAS] KOHKYPEHIIHS MOHOTIOJIHU
PBIHOYHBIH MEXaHU3M 00MeH TOBapoOB
COBEpIIICHHAS KOHKYPCHIIUS pBHIHOYHAS HEyada
HECOBEPIIICHHAS KOHKYPEHIUST  TOTPEOUTEINh
HEBMEIIATEILCTBO o0arath HaJIOrOM
3aTpaTsl KOMIIaHHs
TIPEATIPUSITHE dbupma

TOBap (brCKaTBHBIH

Ex. 4. Translate the following words paying attention to the suffixes
and prefixes. What part of speech do these words belong to?

to employ — employment — unemployment; visible — invisible; to pro-
duce — product — production — productivity; injury — injurious; to compete —
competitive — competitor — competition; perfect — imperfect — perfectly;
equity — equitable — inequitable; to distribute — to redistribute — distribution;
to place — to displace.

Discussion

1. Explain the advantages and the disadvantages (limitations) of Adam
Smith’s doctrine of the invisible hand.

2. What are in your opinion the virtues of the market mechanism
realized in perfect competition?

3. How do nations cope with the flaws in the market mechanism?

4. Retell the text using the given words and word combinations:

a) the principle of the “invisible hand”; private interest and public inter-
est; to recognize the scope and limitations of this doctrine; “market fail-
ures”; to include.

b) perfect competition; to affect the market price; competitive; on the
other hand; imperfect competition; to raise the price; flaws in the market
mechanism; government; maximum quantity.

UNIT 6
Vocabulary

entrepreneur — npeAIpUHUMATED

entrepreneurship — npeanpUHUMATENBECTBO

rate of technical progress — Temn TeXHHYECKOTO Imporpecca

argue — crioputs (With, against — ¢ kem-nmu6o, about — o uém-i60)
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undertake — GpaTh Ha cebs

identical — ogunakoBbIi

fixed assets — ocHoBHBIE (DOHIBI

necessarily — o6si3arensHO

enterprise investment — BroxeHue Kamurana B MpeANpUITHE
introduction — BBeienue

labour productivity — mpou3BoANTENEHOCTD TPY/Ia

to make both ends meet — cBOIUTE KOHIIBI ¢ KOHIIAMH
hesitation — xoiebanue

ignorance — HEBEKECTBO

marginal — HecyecTBeHHBI

gross national product — Ba;ioBoit HaIMOHAIBHEIH TPOIYKT
pay-cheque — yek Ha moJyueHue 3apabOTHOMN MTaThI

to dissect — ananu3upoBaTh

what makes them tick — uto uMu ABMXET; YeM OHH KHUBYT
to start their businesses — oTkpbIBaTh CBOM TPEANPUATHS
to be in the range of — 6eTs B ipenemax

service — obciy:KHBaHHE, CEPBUC

services — ciyx0a, chepa IesTeNbHOCTH; YCIyTd

Civil Service — rocynapcreernas (rpaxxaaHckas) ciryxoa

Entrepreneurs and entrepreneurship

Entrepreneur is someone who starts a company, arranges business deals,
and takes risks in order to make a profit. Of course, to work for someone
else is less trouble. Someone creates a job for you, gets orders, collects
money from the clients and takes on the responsibility for making both ends
meet. At night entrepreneur figures if he has enough money to write out
your pay-cheque, pay the rent for the building, buy equipment and so on.
On the other hand, entrepreneurship gives you an incomparable sense of
personal freedom. The quality of entrepreneurship is seen by many
economists as an important explanation of differences in the rate of
technical progress between countries. It has been argued that two countries
undertaking similar amounts of investment leading to more or less identical
rates of growth in the fixed assets will not necessarily show the same rate of
technical progress. In one country entrepreneurs may be undertaking
enterprise investment that has as its aim the introduction of the most
advanced types of production techniques, those that will lead to a rapid
growth of labour productivity. In the other, because of hesitation or
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ignorance, the investment program may lead only to marginal changes in
productive processes; the resulting growth in labour productivity and Gross
National Product will be small.

The American magazine Venture attempted to dissect entrepreneurs and
to see what makes them tick. They conducted a survey to which 2,740 read-
ers responded. Here is what they had in common: (1) Typically they were
firstborn children who had a positive relationship with their father. (2) They
held jobs before they were 15 and started their first businesses by the time
they reached 20. (3) They borrowed money to launch their enterprises and
made themselves personally liable. (4) Most of them are college graduates,
consider themselves demanding of others, and start work early in the day
(82 percent start work before 9 a.m.). (5) Twenty percent described
themselves as successful; another 53 percent claimed moderate success,
27 percent reported the expectation of success.

How old are the people who start new businesses? The majority are 30
to 34, with the biggest segment (70 percent) between 25 and 44.

Age of Entrepreneur %
Under 20 years 1
20to 24 8

25-29 17
30-34 21
35-39 18
40-44 15
45-49 9

50-59 10
60 and over 1

With what do entrepreneurs start up new businesses? How much money
do they invest? Most businesses require between $20,000 and $50,000 in
cash. The vast majority of business start-ups (87 percent) are in the range of
a few thousand dollars to $100,000.

Start-Up Capital %
Under $5,000 17
$5,000-$10,000 14
$10,000-$20,000 16
$20,000-$50,000 25
$50,000-$100,000 15
$100,000-$250,000 8
$250,000-$500,000 2
Over $500,000 1
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Which businesses are the most popular? There is no doubt that retailing
is number one. Nearly half of all new business start-ups are retail shops.
Here is the line-up:

Type of Business %

Retailing 46

Service 10

Services

Construction

Manufacturing

Finance

Professional

Wholesale

Transportation

Agriculture 1

NS WO RS

Comprehension check

Ex. 1. 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) Entrepre-
neur 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, with the work, time, and money
needed to produce them. 9) The GNP is the total value of all goods and
services produced in a country, including income from abroad.

Ex. 2. Complete the following statements.

1) Entrepreneur starts ... . 2) Entrepreneur arranges ... . 3) Entrepreneur

takes risks ... . 4) Entrepreneur creates ... . 5) Entrepreneur gets ... .
6) Entrepreneur collects ... . 7) Entrepreneur takes on ... . 8) Entrepreneur
writes out ... . 9) Entrepreneur pays ... . 10) Entrepreneur buys ... .

11) Entrepreneur gives ... .

Ex. 3. Answer the following questions.

1. What is meant by the term “entrepreneur"?

2. What can entrepreneurship give you?

3. How is the quality of entrepreneurship seen by many economists?

4. Will two countries undertaking similar amounts of investment show
the same rate of technical progress?
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5. In what country will a rapid growth of labour productivity take place?

6. When will the resulting growth in labour productivity and Gross Na-
tional Product be small?

7. Which businesses are the most popular in America?

Lexical-grammar exercises

Ex. 1. Translate the following word combinations from English into
Russian: business deals; to write out your pay-cheque; explanation of
differences; more or less identical rates of growth; fixed assets; production
techniques; productive processes; Gross National Product; survey; to
launch their enterprises; to start their businesses; wholesale.

Ex. 2. Translate the following sentences from English into Russian.

1) [IpeanpUHUMATENBCTBO — 3TO (opMa JEATENLHOCTH B cdepe
MMPpOU3BOACTBA TOBAPOB M MNPCAOCTABJICHUA YCIYTr C MLCJIbIO MNOJYYCHUS
npubbutH. 2) TIpeanpuHAMAaTeNh — 3TO YETOBEK, 3aHUMAIOIINICS JTHOOBIM
BHUJOM SKOHOMUYECKOU JCITEIIbHOCTH, MpUHOCSIIEH MpUOBLIb.
3) IpeanpunuMarens pHuCKyerT, YTOOBI MOJIYYMTh MPUOBLIB.
4) HpeZ[HpI/IHI/IMaTCJ'IL NPUMCHSACT HOBBIC TEXHOJOIMHW IPOU3BOJACTBA.
5) Poct xoMIlaHuUM 3aBHCUT OT ,IleJ'IOBOﬁ AKTUBHOCTU HPEANPUHUMATEIIA.
6) TpyaHO 1Tk OBITH HIpeAPUHUMATENEM?

Ex. 3. Odd word out (Economy).

a) productivity b) exchange c) interest d) invocation e€) market

a) abominable b) profitable c) credit d) economic e) company

a) balance b) relish c) goods d) cheque e) employment

a) endurance b) solvency c) dividend d) payment e) stock

a) enterprise b) private property c) demand d) narration e€) taxpayer

Ex. 4. Use words from the text to complete these sentences.

1. Entrepreneur is someone who starts a company and takes risks in or-
derto ...

2. ... gives you an incomparable sense of personal freedom.

3. Because of hesitation or ignorance, the investment program may lead
to, ... changes in productive processes.

4. The value, at current market prices, of all final goods and services
produced during a year by a nation, is called its ... .

5. ... increases because of improved technology and improvements in
labour skills.

6. ... is the most popular business.
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Ex. 5. Put the verbs in brackets into the correct passive form. Use
the verb to be (in the necessary tense) + Participle 11.

One day | (tell) the following story. An American in London went
sightseeing. He (take) round the city by a guide and (show) many
interesting buildings. “How long did it take to build this house?” he asked
the guide when they were passing a hotel. “About six months”, said the
guide. “Six months!" cried the American. ”A building like that can (build)
in a month in America”. Then he (show) a new building. “And how long did
it take to build that?” he asked. “This building (build) in a month”, said the
guide. “A month!” exclaimed the American. “In America a place like that
can (build) in two days”. Some minutes later they came to the Houses of
Parliament. “That’s not a bad-looking place. When will it (build)?” asked
the American. “You may not believe me”, said the guide smiling, *’but that
building was not there when | crossed the bridge last night!”

EX. 6. Insert prepositions where necessary.

Privatization refers ... a situation ... which a state-owned enterprise is
transferred ... private ownership. There are many examples to draw upon —
... the 1980s ... particular. This was a period ... which Margaret Thatcher’s
government privatized ... many nationalized industries, such as gas, elec-
tricity, water supply and telecommunications. ... the beginning ... the
twenty-first century, there are few enterprises left ... state hands.

Discussion

1. Do you belong to the people who are comfortable with a nine-to-five
existence? Are there many people of this type among your friends, relatives,
colleagues?

2. “Calculated risk’ — what is it?

3. Give your variant of an entrepreneur profile (naGpocox, ouepk): (age,
traits of character, business, backgrounds, etc).

4. Discuss in groups of three whether you would like to become an
entrepreneur and start a new business. Which businesses are popular in our
republic? Will you have to borrow money to launch your enterprise? Are
you going to organise the work alone or with several friends?
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UNIT 7
Vocabulary

promote — coneicTBOBATH pacpoCTPaHEHHUIO
commence — HaunHaTh(cs)

evaporate — ucuesars

chagrin — mocana

brewery — nuBoBapeHHbII 3aBO

devastating — orpomHsIit

mantle — xanunbHas ceTka AJIst ra30BoOro GhoHapst

International Marketing

Having made a product the problem becomes to find someone who will
buy it. It is the responsibility of the marketing department to promote and
organise the sale of products to the purchaser. Broadly speaking, activities
such as sales promotion, advertising and market research are covered. It
would be possible for the factory simply to produce a motor car and then
hope that it sells. However, it takes a long time to set up a production line
for a car assembly plant and even minor modifications can prove difficult
and expensive. It is much better to discover what people are looking for
when they buy a car and then try to satisfy their needs. Do car drivers want
speed — or safety? Are they looking for the power to accelerate — or
comfort? Is their aim to impress their neighbours and other road users, or
are they just concerned with getting from A to B and back? How important
is the price, and the cost of petrol and maintenance? Which designs and
colours are preferred? Who is buying the car? Is it a company or an
individual? It is questions like these the marketing department will have to
answer even before production commences.

It becomes obvious that making and selling are two facets of the same
undertaking. The marketing manager and the production manager are two
members of the same team, depending on each other in much the same way
as the players in the Liverpool football team. What good does it do if our
strikers are scoring goals but our goalkeeper keeps having to pick the ball
out of the back of the net? This situation could be compared to the
marketing team who make great efforts to find customers for their cars, only
to find the cars cannot be delivered on time, or that the cars develop faults
as soon as they arrive.
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The problem facing any business is that the market for goods — and
services — is ever changing. Take the case of a company manufacturing
cigarettes. Not so long ago the market for cigarettes was assured. Then the
medical researchers discovered the link between cigarette smoking and lung
cancer and many other diseases. Prospects for further growth evaporated as
many people decided both to save money and live longer to spend it. The
government joined in by restricting advertising and sponsoring their own
anti-smoking campaign. The government is also understandably involved in
campaigns to discourage drinking and driving, much to the chagrin of the
breweries whose sales of wines and spirits are thereby reduced.

New technologies have an even more devastating effect on the markets.
Once upon a time there was a very successful company which made gas
mantles. The whole country was lit by gas. Then came electric light. The
sales of gas mantles plummeted. Today we look to oil for our energy. Our
oil companies prosper, but for how long? The day before yesterday we used
typewriters. Yesterday we used electric typewriters. Today we use word
processors. And tomorrow?

The rapidly changing world is both a headache and an exciting challenge
to those engaged in marketing. If they predict correctly their business will
survive and prosper. If they misread the signs the business will fail and,
perhaps more importantly for all of us, valuable economic resources will be
wasted.

Lexical-grammar exercises

Ex. 1. Give sentences with the following phrases: to promote the sale
of products; a car assembly plant; to satisfy smb’s needs; to save money; to
discourage drinking; gas mantles; the rapidly changing world.

EX. 2. Answer the questions in your own words:

1. What is the purpose of the marketing department?

2. Why do the marketing and production departments need to cooperate?

3. What do businesspeople and footballers have in common?

4. Why is the design of a product so important?

5. What does a business need to do to survive and prosper?

6. In what way can a government help or hinder a business?

Ex. 3. Join the halves. On the left of the page are the first halves of the
sentences. On the right are the second halves of the sentences, though not in
the same order. Pair the halves and then write your own list of the
completed sentences.

1) The salespeople in a firm a) could be expected not to
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which manufactures pushchairs and
prams

2) Insurance companies
offering cover against motor
accidents

3) The Traffic Manager for a
company operating a cross-channel
ferry

4) The sales Manager of a firm
making hearing aids

5) Oil company executives

6) A publisher specialising in
text books for schools

7) The Chief Buyer in a large
city department store

8) The line workers in a factory
producing cigarettes

9) The Marketing Manager of a
travel agency specialising in
holidays in France

10) A firm of London builders
and repairers

11) A young man who had just
finished training to be a coal-miner

12) The high street banks

welcome the news that a substantial
increase in the petrol tax was
contemplated by the government.

b) would be encouraged by the
news that the death rate was falling.

c) will not be pleased to hear that
the  Meteorological  Office s
predicting a severe winter.

d) should approve of a long-term
rise in oil prices.

e) would benefit from a rise in
property prices.

f) would be pleased to hear of a
reduction in air fares.

g) would be grateful to learn that
the school-leaving age is going to be
raised.

h) would expect to be very busy
after a serious gale had swept over the
city.

i) would be disappointed to learn
that a new airport was going to be
developed for London.

j) would be dismayed to read in
the newspaper that the government
was planning to prohibit the sale of all
products harmful to health.

k) would react favourably to the
news that improvements were planned
for the London Underground.

1) would expect to earn more after
the birth rate has risen.

Ex. 5. Vocabulary. Match the words listed below with the dictionary

definitions which follow.

sample copyright ~ modification  quotation

exhibition enquiry distributor market
diversificationorder motivation mark-up

consumer invoice image gimmick

publicity contract discount turnover

persuade salesperson  franchise segmentation survey
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1. To convince or induce someone to make a purchase.

2. A change in the product to make it more acceptable to the customers.

3. A widening of the product range or the entering of new markets.

4. A reduction in the quoted or list price of a product, usually in the
form of a percentage.

5. Sole legal right to produce, or reproduce, a piece of work or any
substantial part thereof.

6. Another name for the total sales figure for a business, over a period of
time.

7. Someone whose job is to persuade customers to buy a certain product
or service.

8. The securing of public attention so that a favourable impression will
be created.

9. The breakdown of a market into separate and identifiable elements.

10. A request for information about a product or service prior to the
placing of an order.

11. The mental picture of an organisation formed in the public’s mind.

12. The ultimate user of a product.

13. The psychological stimulus behind the actions of an individual or a
group.

14. A study aimed at unearthing useful information.

15. A display of products or services to stimulate public interest.

16. A firm which deals in the goods of a specified manufacturer.

17. A representative part of the whole.

18. A trading agreement whereby a manufacturer supplies and supports
a retailer who sells the manufacturer’s products exclusively.

19. A legally binding document in which a seller and a buyer agree to
specified transactions.

20. An idea or object which is novel or unusual and has the purpose of
attracting public attention.

21. A request from a customer to receive goods or services.

22. The document which lists the charges being set against the buyer
and being entered on his account.

23. The amount added to a purchase price to provide a selling price.

24. A place where buyers and sellers gather together to do business.

25. A statement of the price at which a firm is prepared to supply goods
or services.

Ex. 6. Discussion. “We all benefit (or suffer) from the activities of
business firms». Write a plan of your answer. Discuss the statement with
other students.
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