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Ilepeomosa

Jlanuii HaBYaBHWIA MMOCIOHUK € JPYror 4acTHHOK mociOHuka “English
for Students in Finance” Ta mpu3HaueHWil AN CTYIEHTIB JAPYroro Kypcy
(biHAHCOBHUX CIIELiAIEHOCTEH.

Mera nociGnnka — copmyBati y CTyACHTIB HpoQeciiiHo opieHTOBaHI
KOMYHIKAaTHBHI MOBJICHHEBI KOMIICTCHIIIT JUIsl 3a0€3MCUCHHS iXHBOrO e(ek-
TUBHOTO CIIUJIKYBaHHS B aKaJIeMidHOMY Ta MpoQeciiHOMY CepeIOBHIII, BIIO-
CKOHAJIUTH YMIHHS Ta HABHYKH MEPEKIIANy aBTCHTHYHHUX TEKCTIiB Ta poOOTH
3 JITepaTyporo 3a haxom.

[TociOHMK € MOJYJIEHUM 3a CBOEIO OPTaHI3aIlI€l0 1 CKIIAJAEThCS 31 BCTY-
my, 6 TematnuHuX po3ainiB (Units) Ta gonarkis. Jlo BUBUCHHS IPONOHYIOTh-
cs1 miicTh TeM npodeciitnoro cupsimyBanHs: «Ilomut i mpomo3urisy (Demand
and supply); «PunKoBi cTpykTypu» (Market structures); «I"porri Ta dinaH-
coBi ycranoBum» (Money and Financial institutions); «Ilogatkm» (Taxes);
«IlojaTkoBe MIaHYBAHHS Ta KOMIUTAEHC (Tax planning and compliance);
«Dopmu opraH13au11 6isHecy» (Forms of business organisation).

TekcT, 10 YBIMIIUH JI0 CKIIAy MOCIOHUKA, Ai0paHi 3 OpUTiHATEHUX (axo-
BHX HAayKOBHX IIpallh 32 BIATIOBIIHOIO TEMATHKOIO Ta HECYTh Y cOO1 HOBY BaXK-
TMBY iH(OpMaLit0, HEOOXiIHY Cy4aCHOMY €KOHOMICTY.

KosxeH po3zis MiCTHTS:

* TepelliK KOMIIETEHIIIH, SIKUX Ha0yBa€ CTYACHT IICIIsl ONaHyBaHHS TCMH;

* JOTEKCTOBI KOMYHIKATHUBHI BIIPaBU, CTUMYJIIOIOYi 3aI[iKaBJIEHICTh CTY-
nentiB Temoro (Lead-in);

* TEKCTH, SKHM MepeIy€e CIHCOK BXKHUBAHUX KIFOUOBHX TEPMIHIB, iX BH-
3HAYEHHSI aHTJIIICEKOI0 MOBOIO, YKPaiHCHKHI MEpEeKIaj Ta BIIPaBU Ha 3aKpi-
TUTCHHS;

* BIPABU HA 3aCBOEHHS JICKCUYHOTO MaTepiaily 3 TEMaTUKY;

* BIPAaBU Ha PO3BUTOK YHTAHHS: MEPETIIAOBOTO, MONTYKOBOTO Ta BH-
BYAI0YOro;

* BIIPaBM I PO3BUTKY HABHUYOK YCHOTO MOBJICHHS 3 TEMATHUKH;

* 3aBIaHHS U1 CAMOKOHTPOJIO.

Honmatku wmictsate omuc rpadikiB Ta Tabmuus (describing graphs and
tables); mepesik JaTHHCHKHX ciiB Ta ckopoueHs (Latin words and abbre-
viations); riiocapiii ekonomiunux Tepminis (Glossary of economic terms).

ABTOpH TOCIOHMKa BUCIIOBIIOIOTH NOASKYy mpocgecopy T.I. Ilerposii,
morerram FO.M. [lpysio, M.M. TaBpumry, I'.E. Bopenpkiif 3a mo3uTuBHY
OLIIHKY JaHOT0 HAaBYAJIbHOI'O MOCIOHMKA.
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UNIT ONE

THE INTERACTION OF DEMAND AND SUPPLY.
MARKET PRICE

Section | Text A. What is Demand?

Section Il  Text B. What is Supply?

Section Ill Text C. Market Price

Useful English Giving examples/ Generalising / Highlighting

Markets exist when buyers and sellers interact,
and market prices are set by the interaction of demand and supply.

LEARNING OBJECTIVES

In this unit you will practise the following skills and strategies:

e applying reading skills to comprehend, analyze, summarize and
interpret texts related to demand, supply and market price;

e identifying the main idea; read for details, deal with unknown
vocabulary;

e expressing general and personal opinion; agreement and disa-
greement;

e evaluating information; draw conclusions; formulate questions;

e tracking cause and effect; sequence of events;

5



e talking about demand and supply, price, price system, price
mechanism and pricing: give spontaneous and prepared monologues,
dialogues, and group interaction using topical vocabulary;

e summarizing, rendering and translating texts related to the is-
sues covered in the unit.

SECTION |
What Is Demand?

LEAD-IN

1. Think about the items you bought during the past two
months.

e What influenced your purchases?

e Did you need the items, or did you buy them because you want-
ed them?

2. Make a list of the items, and next to each one write why you
bought it. Then add for each item whether you would have bought
more if the price had been lower, or fewer had the price been
higher.

KEY TERMS

|. Before reading texts A and B study the key terms and their
definitions. While reading the texts, you should pay attention to
the economic and business terms. They will become the basics of
your professional vocabulary.

1. Demand - nonum — combination of desire, ability, and will-
ingness to buy a product. Demand schedule — wxana nonumy — a
table that lists how much of a product consumers will buy at all possi-
ble prices.

2. Quantity demanded — senuuuna nonumy — amount of goods
or services that are demanded at any given point in time; point on the
demand curve.



3. Demand curve — xpusa nonumy — a curve that shows the
quantities demanded at all possible prices.

4. Law of Demand — szaxon nonumy — rule stating that consum-
ers will buy more of a product at lower prices and less at higher
prices.

5. Change in quantity demanded — smina seruuunu nonumy —
movement along the demand curve showing that the amount someone
is willing to purchase changes when the price changes.

6. Change in demand — 3mina nonumy — shift of the demand
curve when people buy different amounts at every price.

7. Substitutes — mosapu-3aminnuxu — competing products that
can be used in place of one another.

8. Complements — mosapu-oonoenioseaui — products that in-
crease the use of other products.

9. Elasticity — enacmuunicme — a measure of responsiveness
that tells us how a dependent variable such as quantity responds to a
change in an independent variable such as price.

10. Demand elasticity— eracmuunicme nonumy — a measure that
shows how a change in quantity demanded responds to a change in price.

11. Elastic —eracmuunuii- type of elasticity where the percentage
change in the independent variable (usually price) causes a more than
proportion at exchange in the dependent variable (usually quantity
demanded or supplied)

12. Inelastic — wneeracmuunuii — type of elasticity where the
percentage change in the independent variable (usually price) causes a
less than proportionate change in the dependent variable (usually
quantity demanded or supplied)

13. Unit elastic — oounuuna enacmuunicmo — type of elasticity
where a change in price causes a proportional change in quantity de-
manded.

14. The business cycle — yuxn oinosoi akmuenocmi — is the
fluctuations of economic expansion and contraction that occur over
time. It’s also called the boom and bust cycle.

15. A recession — peyecis — is when the economy declines sig-
nificantly for at least six months. That means there’s a drop in the
following five economic indicators: real GDP, income, employment,
manufacturing, and retail sales.

16. Inflation — ingnayis — is the rising price of goods and ser-
vices over time. Economic growth — exonomiune 3pocmanmns — is
how much more the economy produces than it did before.

17. Aggregate demand — cyxynnuii nonum— the total expendi-
tures on gross domestic product.



Il. Match the terms with their definitions.

Term

Definition

1. The Law of Demand

a. a concept specifying the different quantities of an
item that will be bought at different prices.

2. Demand curve

b. shows the quantities demanded by everyone who
is interested in purchasing the product.

3. Demand

c. states that the quantity demanded varies inversely
with its price.

4, Demand schedule

d. a graph showing the quantity demanded at each
and every price that might prevail in the market.

5. Complements

e. arise in the general prices of goods and services
in a particular country over of period of time, result-
ing in a fall in the value of money.

f. a difficult period in the economy of a country or
group of countries, when there is less trade and

6. Inelastic industrial activity than usual and more people are
unemployed.

7. Elasticity gétp;roducts that can be used in place of other prod-

8. Elastic h. related products that increase the use of the other.

9. Substitutes

i. a measure of responsiveness that shows how one
variable responds to a change in another variable.

10. Inflation

j. type of elasticity where a change in price causes a
relatively larger change in quantity demanded

11. Recession

k. type of elasticity where a change in price causes a
relatively smaller change in quantity demanded.

12. Quantity demanded

I. a change that appears when the price of a product
changes while all other factors remain the same.

13. Change in quantity
demanded

m. a change that appears when some other factors
change while the price remains the same.

14. Change in demand

n. the extent to which a change in price causes a
change in the quantity demanded.

15. Demand elasticity

0. amount of goods or services that are demanded at
any given point in time; point on the demand curve.




PRONUNCIATION GUIDE

determinant [dr'ts:mmant] intuitively[m'tju:trvli]
complementary[ komplr'ment(o)ri] inversely ['m'v3:sli]

substitute ['sabstitju:t] ratio ['rerfTou]

schedule ['fedju:1]; ['skedzu:l] conversely ['konv3:sli]

percent [pa'sent] ceteris paribus [ ketoris'paeribos],

[ setaris'pa:ribas]

I11.Read text A and be ready to answer the following ques-
tions.

1. What is the relationship between elasticity and revenues?

2. What are the determinants of demand elasticity?

3. What is demand elasticity?

4. How can we determine elasticity?

5. How do we determine total expenditures? Why is it very im-
portant?

Identify
elasticity,;

affect
“Uea:Dem nd

calclate gyood Underst
em nde

----- Explam e -5“"""" -

uh-illl

rovenue

Text A
What Is Demand?

Demand and supply determine the price of any good or service. To
understand how the price level is determined and why the price rises
or falls, it is necessary to know how demand and supply function. We
begin by considering demand alone, then supply, and then we put the
two together. Before we begin, we discuss some economic terminolo-
gy that is often confusing.

When we talk about ‘demand’ for a product, we mean more than
the desire to simply have or to own the item. In order for demand to
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be counted in the market place, desire must be coupled with the ability
and willingness to pay for it. Demand in economics is how many
goods and services are bought at various prices during a certain period
of time. Demand is the consumer’s need or desire to own the product
or experience the service. It’s constrained by the willingness and abil-
ity of the consumer to pay for the good or service at the price offered.

Demand can change because of changes in the determinants of
demand. There are five determinants of demand.

e The price of the good or service itself is the most important.

® Prices of related goods or services. These are either comple-
mentary (purchased along with) or substitutes (purchased instead
of). Examples of complementary goods include: mobile phones and
recharge cards, cars and petrol, printers and ink cartridges, boots and
laces, computer hardware and computer software. Examples of substi-
tute goods are Coke and Pepsi, McDonald’s and Burger King Ham-
burgers, or Blend-a-med and Colgate toothpastes.

e Income of buyers. When income rises, so will the quantity de-
manded. When income falls, so will demand.

® Tastes or preferences of consumers. When tastes rise, so does
the quantity demanded. Likewise, when tastes fall, it will depress the
amount demanded.

® Expectations. These are usually about whether the price will go
up. When people expect that the value of something will rise, then
they demand more of it.

The number of buyers in the market is the sixth determinant. It
affects overall, or aggregate demand. As more buyers enter the market
rises, so does the quantity demanded — even if prices don’t change.
Aggregate demand is the overall demand for all goods and services in
an entire economy. It’s a macroeconomic term that describes the rela-
tionship between everything bought within a country and prices. You
can understand how each determinant affects demand if you first as-
sume that all of the other determinants don’t change. That’s the prin-
ciple known as ceteris paribus' — all other things being equal. So,
ceteris paribus here’s how each element affects demand.

Demand refers to how much of a product or service is desired by
buyers. The quantity demanded is the amount of a product that people
are willing to buy at a certain price. The relationship between the
quantity demanded and the price is governed by the law of demand.

! Ceteris paribus is a Latin phrase that means "all other things being equal.” It's used to
explain the theory behind laws of economics and nature. It means that most of the time, some-
thing will occur as a result of something else. That is, of course, if nothing else changes. The
concept and phrase of ceteris paribus are used extensively in economics.
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This economic principle describes something you already intuitively
know — if the price goes up, people buy less. The reverse is, of
course, true — if the price drops, people buy more. However, price is
not the only determining factor. Therefore, the law of demand is only
true if all other determinants don’t change. The law of demand for-
mally states that, ceteris paribus, the quantity demanded for a good or
service is inversely related to the price. Retailers use the law of de-
mand every time they offer a sale. In the short-term, all other things
are equal. That’s why sales are usually very successful in driving de-
mand. Shoppers respond immediately to the advertised price drop.

It works especially well during massive holiday sales, such as
Black Friday and Cyber Monday?.

The demand schedule is a table or formula that tells you how many
units of a good or service will be demanded at the various prices, ce-
teris paribus.

If you were to plot out how many units you would buy at different
prices, then you’ve created a demand curve. It graphically portrays the
data in a demand schedule. When the demand curve is relatively flat,
then people will buy a lot more even if the price changes just a little.
When the demand curve is fairly steep, then the quantity demanded
doesn’t change much, even though the price does.

The demand curve graphically shows how many units of a good or
service will be bought at each price. It plots the relationship between
quantity and price that’s been calculated on the demand schedule. As
you can see in the chart, the price is on the vertical (y) axis and the
quantity is on the horizontal (x) axis.

Price Demand curve
po \
q0 gl Quantity
— >

2 Cyber Monday is November 28, 2016, the first Monday after Thanksgiving.
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This chart plots the conventional relationship between price and
quantity. The lower the price, the higher the quantity. As the price
decreases from p0 to p1, the quantity increases from g0 to g1.

Demand elasticity means how much more, or less, demand chang-
es when the price does. It’s specifically measured as a ratio — the per-
cent change of the quantity demanded divided by the percent change
in price. There are three levels of demand elasticity:

1. Unit elastic is when demand changes the exact same percent as
the price does.

. Pl s
Price

P2 -

Demand

S S

Ql Q2
Quantity

2. Elastic is when demand changes by a greater percent than the
price does. For example, clothing has elastic demand. True, people
have to wear clothes, but there are many choices of what kind of
clothing, and how much to spend. Stores offered sales, and as a result
clothing prices dropped to maintain demand. Small stores that
couldn’t offer huge discounts went out of business.

Price

Qo Quantity

3. Inelastic is when demand changes a smaller percent than the
price does. There is no example in real life of something with perfect-
ly inelastic demand. But there are some products that come close. For
example, gasoline is something that drivers need a certain amount of
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each week. Gas prices can change every day. If there is a shortage, the
prices will skyrocket. People will still buy gas, because they can’t
change their driving habits very quickly.

Price Demand

q* Quantity

Demand is the underlying force that drives everything in the econ-
omy. Fortunately for economics, people are never satisfied. They
always want more. This drives economic growth and expansion.
Without demand, no business would ever bother producing anything.
All businesses try to understand or guide consumer demand, so they
can be the first or the cheapest in delivering the right products and
services. If something is in high demand, businesses make more reve-
nue. If they can’t make more fast enough, the price goes up. If the
price increase is sustained over time, then you have inflation. Con-
versely, if demand drops, then businesses will first lower the price,
hoping to shift demand from their competitors and take more market
share. If demand isn’t restored, they will innovate and create a better
product. If demand still doesn’t rebound, then companies will produce
less and lay off workers. This contraction phase of the business cycle
can end in a recession.

WORDS AND PHRASES TO BE REMEMBERED

to constrain — crpumyBatu, cTaBaTH Ha 3aBai, MEPEIIKOHKATH
(yxy)

10 assume — npuIyckary, JOIyCKAaTH

recharge card — kapTa mornoBHEeHHs

likewise — ananoriuaso

to depress — 3HMXKYBATH, 3MEHIIYBATH (YiHY)

to govern — mpaBUTH, yIPABISATH, PETYITIOBATH

13



inversely — oGepHEeHO MPOMOPIIHHO

to plot out — 3amnanyBaTu, HamiyaTH; BH3HAYATH (6 OAHHOMY
8UNAOKY)

data — nani, aktu; iHpOpMAITis

flat — momorwmii

steep — kpyTtuit

ratio — criBBigHOIIEHHS; KOe(DII[IEHT

shortage — Hemocraya, Opak; aediuT

underlying — monaexuTh B OCHOBI, OCHOBHHMIA

expansion — pict, 3pOCTaHHs, PO3BHUTOK, MOLIMPEHHS, PO3ILIU-
pEHHS

revenue — 1oxija, HaaxoMKEeHHS

conversely — npoTuie:xHO, HaBIaKu

to shift — nepewmimnaru; nepecyBaru

to restore — BiTHOBIIIOBATH

to rebound — mompaBuTHCS, BIAHOBUTHCS

to lay off — 3BinbHSATH POOITHHKIB (36UY. MUMUACOGO)

VOCABULARY PRACTICE

Find in the text the English equivalents for the following
word combinations. Benmuuuna MOIIUTY;, 3M1H1yBaTI/IC$I BIIPABO; 1C-
TepPMIHAHTHU (BU3HAYHHKN) IIOMKTY; 32 [ICBHUH [EPIOJ Yacy; OaxaHHs
1 TOTOBHICTh 3aIJIATHTH 3a IIOChH; 3a p13HI/IMI/I [IHAMU; CIIOPiTHEH]
TOBapH; CyKyNHHMH MONMT; B MeXaxX KpaiHW; BIUIMBATH Ha IOIUT;
KepyBaTHCA 3aKOHOM TOMHTY; PO3JpiOHI TOPriBIli; BimoOpaxkaTu z[aHi;
JOCUTH KPYTUH; BU3HAYATH; TOPH3OHTANIbHA BiCh; 3BHUAHUIN 3B S30K;
HEeCTaya; TAMYAacOBO 3BUTLHIOBATH POOITHHUKIB; HAIXOPKECHHS; TIPOTH-
JIC)KHO; €KOHOMIYHE 3pOCTaHHS; aHAJIOTIYHO; EKOHOMIYHHUI 3aKOH (2);
3MEHITYBATH IiHY.

Il. Give the Ukrainian equivalents for the following word com-
binations.

To put the two together; the consumer’s need or desire; substitutes;
to depress the amount demanded; relationship; to assume; inversely;
to be measured as a ratio; contraction phase; to guide consumer de-
mand; underlying force; to constrain; tastes or preferences of consum-
ers; price level; must be coupled; during a certain period of time; re-
charge card; gasoline; to innovate; market share; to be sustained over
time; all other things being equal; to come close.

14



I11. The italicized words in the sentences below are found in
this unit. Study the sentences. Then identify the part of the speech
and write your own definition for the words on the line provided.

EXAMPLE: He acquired his wealth in the steel industry.
acquired(V) GAIN POSSESSION OF

1. Warm weather has depressed sales of winter clothing.
depress( )

2. They are shifting 70% of their production to China.
shift ( )

3. Higher prices are associated with smaller amounts demanded.
price ( )

4. There was little expansion in business investment last year.
expansion( )

5. There are serious labor shortages in some sectors.
shortage ( )

6. The reason we buy something in the first place is because we
feel that the product is useful and will give satisfaction.
product ( )

7. This modest rise in sales will not be enough to restore the
industry to financial health.
restore( )

8. The aggregate cost of the equipment was about $1million.
aggregate( )

9. They reported a three percent increase in advertising revenue
for the first half of the year.
revenue( )

10. Despite some problems, there has been an overall improve-
ment.
overall ( )

IV. Fill in the missing words and word combinations in the text
below. Choose from the box.

15



Shift in Demand Curve: When Price Doesn’t Matter

Substitutes, income, shifts,
related goods, at every price,
tastes or preferences, aggregate
demand, a determinant of
demand, recession, expectations.

Quiantity

A shift in the demand curve is when other
than price changes. Here are these other four determinants.

1. of the buyers.

2. of consumers.

3. of future price, supply, needs, etc.

4. The price of . These can be :
such as beef vs.? chicken.

5. There is a fifth determinant that applies to only.

That is the number of potential buyers.

6. The curve shifts to the left if the determinant causes demand to
drop. That means less of the good or service is demanded .
For example, when the economy is booming, buyers’ incomes will
rise. That means they’ll buy more of everything, even though the price
hasn’t changed.

7. The curve to the right if the deter-
minant causes demand to increase. That means that more of the good
or service is demanded at every price. Using that same illustration,
when the economy is in a , buyers’ income drops.
They will buy less of everything, even though the price is the same.

V. Complete the examples with the words the right and the left.

Income of the buyers: If you get a raise, you’re more likely to buy
more of both steak and chicken, even if their prices don’t change. That
shifts the demand curves for both to

3 Vs. — mpoTH, BiTHOCHO.
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Tastes or preferences of consumers: During the mad cow disease®
scare, consumers preferred chicken over beef. Even though the price
of beef hadn’t changed, the quantity demanded was lower at every
price. That shifted the demand curve to

Expectations of future price: When people expect prices to rise in
the future, they are more likely to buy more of a good now, even if the
price hasn’t even changed. In other words, they want to stock up now
before prices rise. That shifts the demand curve to

The price of related goods: If the price of beef rises, you’re more
likely to buy more chicken, even if its price doesn’t change That’s
how an increase in the price of a substitute (beef) shifts the demand
curve to for chicken.

The number of potential buyers (affects aggregate demand only):
When there’s a flood of newly eligible consumers in a market, they
will naturally buy more product at the same price, shifting the demand
curve to :

V1. Discuss the Summary Chart and give your own examples.

Determinant Action Eﬁec;c)fo(n; [I)DOedmand Curve Shifts to

Rises Rises Right
Income of Buyers

Falls Falls Left

Hot® Rises Right
Consumer Trends

Not hot Falls Left

Expect inflation Rises i
Buyers’ Expecta- P Right
tions of Future Price | gyhect deflation | Falls Left

Price rises Rises Right
Substitute

Price falls Falls Left

Price rises Falls Left
Complementary

Price falls Rises Right

4 “kopoB’sunit ckaz”
5 HOCHIIIOBATH; O’KMBIISITH.
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VII. Write one world in each gap to complete the sentences.
Translate the sentences into Ukrainian.

1. The of demand states that, all other things being
equal, the bought is a function of price. As long as nothing else

changes, people will buy of something
when its price rises. They’ll buy more when its price .

2. The demand schedule tells you the exact quantity that will
at any given

price.

3. The demand curve plots those numbers on a chart. The quantity
is on the
or x-axis, and the price is on the vertical or

4. If the bought changes a lot when the
price does, then it’s called .

5. If the quantity doesn’t change much when the price does, that’s
called :

6. This holds true as long as "all other
things remain equal." That part is so important that economists use a
Latin term to describe it —

7. For , the number of buyers in the
market is also a determinant.

8. If the other change, then consumers will buy more
or less of the product even though the price remains the same. That’s
called a in the demand curve.

9. The demand curve graphically shows how many of

a good or service will be bought at
It plots the relationshipp between quantity and price that’s been calcu-
lated on the

10. is a change in price that causes a proportional
change in the quantity demanded.
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VIII. A. Mind the difference.

IMeHHHMK amount B 3HaYCHHI cymMa, KilbKiCmb 4Y020-HeO)yOb BXKUBAETHCS, B
OCHOBHOMY, 3 He3JIliuyBaHMMH iMeHHHKamH, €.g. amount of work / information
/ coffee / money. 3i 3niuyBaHMMH IMEHHHKAaMH BiH BXXHBAETHCS, TLIBKH KOJH
fineThCsl PO BENMKY 3arajlbHy CyMy MPEAMETIB, II0 YTBOPIOIOTH Iiije, €.g. the
total amount of goods produced, a maximum / minimum amount of goods, a
large amount of potatoes.

Imennnk NUMber B 3HaYCHHI HOMep CITyXKUTh JUISl PO3PI3HEHHS Ta MiJAPaxyHKY
npenmertiB, e.g. the cheque number, the banknote number. V s3uavensni
KinbKicmb, yucio NUMDEr BXUBA€ThCS 31 37iUyBaHUMH iMeHHuKamy, e.g. | do
not know what the number of pages in this book is.

A number of osnauae pso, dexirbka, €.9. @ number of goods / producers.
ITicist TAKOrO CIOBOCIIONYYEHHS AIECIOBO CTOITh y MHOXuHi: A number of
tests were made by the consumer society last month.

Imennuk quantity BXKWBae€TbCS K 31 37MIUyBaHMMH, TaK i3 HE3TUyBaHUMH
imennukamu, €.g. a small quantity of gas, a large quantity of goods. Ha Bimmi-
Hy Bix number imeHHUK quantity o3nadae Bary i 06°eM, a He YHCENBHY Kijlb-
KicTh. BiH He BXXMBA€ThCS 3 TAaKUMHM IMEHHMKAMH, KUIBKICTh SKHX HE MOXE
OyTu BUpaxkeHa y Ba3i abo 00’eMi, HampukiIa: consumer, factory.

B. Give English equivalents to the Ukrainian words in the pa-
rentheses.

1. Last year there was an increase in the (xizoxocmi) of gas pro-
duced.

2. (Hucno) of sellers in the market has decreased.

3. Almost the same (kizvxicmw) of coffee was exported last year as
the previous year.

4. When there is a shortage, sellers can charge (npusnauamu) the
maximum (cymy) for their goods.

5. They supply the same (kizoricms) of the commodity to this cus-
tomer every week.

6. The (cyma) he puts in the bank every month is the same.

7. (Hucno) of their customers has increased this month.

8. It is cheaper to buy goods in large (kizexocmsix).

9. This big store has (ps0) suppliers.

10. The economist calculated the total (cymy) of the expenditures.

11. There is a shortage of the (kizexocmi) demanded of the goods.

12. Write down the banknote (xomepa) you paid him for his ser-
vices.
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COMPREHENSION CHECK

Now read the text again and answer the following questions.
Compare your answers with another student and discuss any dif-
ferences. Make sure you can refer to a particular phrase or sen-
tence from the text for each answer.

1. Why is it necessary to know how demand and supply function
and put the two together?

2. What is demand?

3. What is the consumer’s need or desire to own the product or
experience the service constrained by?

4. What are the determinants of demand?
5. What goods are called substitutes?
6. What are complementary goods?

7. How can the sixth determinant affect overall, or aggregate de-
mand? Give the definition of aggregate demand as a macroeconomic
term.

8. Why does the principle known as ceteris paribus help us under-
stand how each determinant alters consumer demand?

9. What is the essence of the principle known as ceteris paribus?
10. What factors alter consumer demand?

11. What does the law of demand state?

12. What does a demand schedule show?

13. What is a demand curve? What does a demand curve repre-
sent?

14. What is the difference between demand and quantity de-
manded?

15. What is elasticity as an economic concept?
16. What is the unit elastic?

17. What demand is considered as elastic?

18. When is demand said to be inelastic?

19. The law of demand states that the demand for a product varies
inversely with its price, all other factors remaining equal. Explain
what other factors are meant.

20. What can cause a change in quantity demanded?
21. When does the quantity demanded decrease?

22. Why is knowledge of demand elasticity extremely important to
most businesses?
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TRANSLATION PRACTICE

Translate into English.

1. ITonut o3Havae OakaHHS MaTH NEBHUH CKOHOMIYHHH IpO-
IyKT, TOTOBHICTh Ta CIIPOMOJKHICTB 3aIlJIATUTH 33 HHOT'O PUHKOBY
iHY.

2. BiamoBijiHO 70 3aKOHY MOIUTY JIFOAH KYNYIOTh MEHIIE TOBapy
NPOTSATOM JTAHOTO MEPioly Yacy 3a BUIIUMH IIHAMHU HIXK 32 HIKYAMHU
1, HABMAaKW, BOHU KYMYIOTh OUIbIIE TOBAPY 32 HU3bKUMH ILIHAMHU HIXK
32 BUCOKHUMH.

3. KpuBa monuty — 1e rpadidae 300paykeHHs SK IIKaIH MOMUTY,
TakK 1 3aKOHY MOIUTY.

4. BenuunHa MOMUTY — ¢ KUIBKICTh, 3a SAKY MOKYIIII T'OTOBI Ta
3/1aTHI 3aIUIaTUTH.

5. 3MIHH y [ONKTI TPAIUISIOTECS TAKOX Y BHIAJKaX, KOJH BiOy-
BalOTHCA 3MIHM y (paKTOpax 1HIIMX, HIXK I[iHA TOBapy.

6. [TonuT Ha3UBa€THhCA ENACTHMYHHM, SIKIO HEBEIMKA 3MiHA I[IHU
Ma€ BiJITHOCHO BEJIMKHUI BIUIMB HA BEJIMYUHY TIOTIUTY.

7. IligBuieHHs LIHKM Ha HE BKpail HEOOXIAHI TOBapH CTPHUMYE
CIOKMBAYIB BiJ] IX TIOKYITKH 33 TOTOYHOIO I[IHOO.

8. ITonwut Ha ToBapH nepuIoi HEOOXiAHOCTI 3aBXK/IU HEeTaCTUIHUH,
TOMY 10 HE3BaKAIOUM HA 301IbIICHHS a00 3MCHIICHHS IIHH, CIIO-
JKUBavl KyMyIOTh 11ei BUpiO a0o yepe3 BiICyTHICTh 3aMiHHHUKIB, a00 X
MOT'aHy SKICTb.

9. SIKImIo KUTBKICTh CMOXKHMBAaYiB HA PUHKY 301IBIIUTHCS, TIOMUT HA
HasBHY MPOJIYKIIIIO 3pOCTe.

10. SIxmio BelWYMHA MOMHUTY MEPEBUIIMTH BEJIMUMHY MPOIO3UILI,
[iHAa MiIHIMEThCS.

11. TlonuT Ha EKOHOMIYHHIA MPOAYKT 3MIHIOETHCS OOEPHEHO TMPO-
MOPIIIHHO BiILHOCHO LIIHH.

12. Ha nesiki eKOHOMIYHI IPOJYKTH TOMHUT HECIACTHIHHIH.

13. SIKio LiH¥ BUCOKI, BEMYMHA IOMUTY Oy HU3BKOIO.

14. 3akoH MOMUTY BUpAXKAE B3a€MO3AICKHICTh MK TOIMUTOM Ha
TOBap Ta MOro IiHO0.

15. HeenacTn4HMii MOMHUT BUKIMKAE HEBEJIMKY 3MiHY Yy BEJIMYUHI
TIOTINTY.

16. Ha momuT BIUIMBAIOTHL HE TUIBKM IIHH, ajle 0araTo IHIIHX
¢bakTopi..

17. Slkmio 3MiHA IIHU IPU3BOAUTH 0 BIJHOCHO HEBEIHKOI 3MiHM
BEJIMYMHU TIOMUTY, TOBAP MA€ HECIACTUIHUIN TIOTIHUT.

18. 3miHa momuTy — II€ 3MiHa Y KiJIbKOCTI TOBapy, sIKY IMOKYIIIL
TOTOBI Ta MOXKYTh KyTIHTH.
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READING STRATEGIES

I. Read the text below.
A. Define the main idea of each paragraph.

What Makes Demand Elastic or Inelastic?

When we question why some items are subject to elastic demand
and others are not, we are really asking why price changes affect the
purchase of some things more than of others. If one of the following
four conditions is present, the demand for a good or service will usu-
ally be sensitive to price changes.

1. The item is considered a luxury. Luxuries are goods or services
that consumers regard as something they can live without. Consumers
are less likely to buy a luxury if the price is high. They will, however,
consider buying one if the price drops enough. An item considered a
luxury need not be costly in dollars. For example, a person with a
modest income might consider fresh flowers, a steak dinner, and a taxi
ride as luxuries. Also, what are considered luxuries by one person (for
example, plane tickets, meals in restaurants, and expensive clothes)
may be normal or even necessary expenses for someone else. If a
product or service is considered a luxury by a large number of con-
sumers, it will be subject to elastic demand.

2. The price represents a large portion of the family income. Buy-
ing an automobile or a home would represent a significant portion of
most families’ incomes. Therefore, a rise in the price of such items
will discourage many consumers from buying them. Because of the
greater utility of many costly items, however, a decrease in their price
will cause a significant increase in sales.

3. Other products can easily be substituted for it. Because there are
many less expensive substitutes for steak, many people will shift to
chicken or some other meat if the price of steak goes up. Similarly, if
the price of steel rises, manufacturers and builders will substitute oth-
er materials, such as aluminum or concrete. At present, though, there
are no competitive substitutes for gasoline as a fuel for automobiles.
Therefore, the demand for this fuel is inelastic. Our society is trying to
develop alternative energy sources that pollute less and can be pro-
duced at competitive prices. Such products include natural gas, solar-
powered cells, and battery-powered electric motors.

4. The items are durable. Furniture, appliances, and automobiles
are relatively long-lasting. Since they are often major household
items, many consumers purchase new ones if the prices are low
enough. If prices remain high, however, people tend to “make do”
with the old ones rather than replace them.
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B. Mark these statements T (true) or F (false) according to the
information in the text. Find the part of the text that gives the
correct information.

1. Luxury is an inessential, desirable item which is expensive or
difficult to obtain.

2. A person with low income might consider fresh flowers, a steak
dinner, and a taxi ride as luxuries.

3. If a product or service is considered a luxury by a large number
of consumers, it will be subject to inelastic demand.

4. Because of the greater utility of many costly items, however, an
increase in their price will cause a significant decrease in sales.

5. If the price of steel rises, manufacturers and builders will con-
tinue buying this material of high quality.

6. The demand for the fuel is always elastic.

7. Many consumers purchase appliances and automobiles if the
prices are reasonable enough.

I1. Read the text about types of demand and make up a mind
map with your own examples. Discuss it.

Types of Demand

There are mainly 8 types of demands in Marketing which have to
be taken into consideration by the marketing manager during demand
forecasting.

Negative demand — Negative demand is a type of demand
which is created if the product is disliked in general. The pro-
duct might be beneficial but the customer does not want it. For
example — Dental work where people don’t want problems with
their teeth and use preventive measures to avoid the same. Insur-
ance, which people should have but they delay buying an insurance
policy. The marketer has to solve the issue of no demand by ana-
lyzing why the market dislikes the product and then counter acting
with the right marketing tactics.

Unwholesome demand* — Unwholesome demand is the other
side of Negative demand. In negative type of demands, customer does
not want the product even though product might be necessary for the
customer. But in unwholesome demand, the customer should not de-
sire the product, yet the customer wants the product badly. Best ex-
amples of unwholesome demand are cigarettes, alcohol, pirated mov-
ies, guns etc.

No demands — Certain products face the challenge of no demand.
The best example for the same can be education courses where there
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is very low demand or no demand at all. Such cases are very hard to
counter.

Latent demand — Latent demand is, as the name suggests, a
demand which the customer realizes later. Thus, while buying the
product, he might not desire some features. But later on, he might
think about those features and buy the product. The best example
of latent demand is normal phones vs smart phones. People nowa-
days want more and more features in the smartphone. The)g might
settle for a normal phone, but then later on they get the itch® to buy
a smart phone. A marketing manager’s job is to find out the
features which people might be looking for later and market
them to the customer in such a manner that he immediately wants
them.

Declining demand — Declining demand is when demand for a
product is declining. For example, when CD players were introduced
and IPOD came in the market, the demand for Walkman went down.
Although there was still a demand for the product, the demand was a
declining demand. A marketer’s job, in such a case, is to think ways to
revive the product so that the demand is not declining.

Irregular demand — Irregular demand can be demand which is
not consistent. The best example of irregular demand is seasonal
products like umbrellas, air conditioners or resorts. These products
sell irregularly and sell more during peak season whereas their de-
mand is very low during non-seasons. The best way to counter irregu-
lar demand is to introduce incentives for the customer to buy the
product.

Full demand — In an ideal environment, a company should al-
ways have full demand. Full demand means that the demand is meet-
ing the supply potential of the company. It also means that the mar-
kets are happy with the products of the company and that people want
to buy from the same company. The marketing challenge in this type
of demand is to maintain the same level of interest in the product and
the company.

Overfull demands — Overfull demands happen when the compa-
nies manufacturing capacity is limited but the demand is more than
the supply. This can be observed in the cement industry occasionally.
Generally, most cement industries have limited manufacturing capaci-
ty. And hence, brand switching in cement industry is high. Many
companies use demarketing techniques to counter act overfull de-
mands. This is because if the company keeps marketing, but it is not

& *unwholesome demand — ipparioHanpHu# TOMUT
**jtch — cusbpHe OaxaHHsI
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able to supply the material, then the company might suffer badly in
brand equity.

Above are the 8 types of demand which a marketing manager has
to forecast and manage at all times. Each type of demand has its own
challenges and the marketing manager needs to be quick on his feet to
manage all the different type of demands.

SPEAKING STRATEGIES
Activity 1.

Ask questions to which the following sentences may be an-
SWers.

1. When the price of a product changes while all other factors re-
main the same, we have a change in the quantity demanded. Some-
times other factors change while the price remains the same — when
this happens, we see a change in demand.

2. When the price goes down, the guantity demanded increases.

3. The entire demand curve shifts — to the right to show an
increase in demand, or to the left to show a decrease in demand.

4. This response is known as demand elasticity — the extent to
which a change in price causes a change in the quantity demanded.

5. To estimate elasticity, it is useful to look at the impact of a price
change on total expenditures, or the amount that consumers spend on
a product at a particular price.

6. If the changes in price and expenditures move in opposite direc-
tions, demand is elastic.

Activity 2.

Say what you have learnt about:
e demand

determinants of demand
demand schedule

demand curve

the law of demand

changes in quantity demanded
substitutes and complements
demand elasticity
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Activity 3.

Role-play.

A market economy is one that relies upon buyers and produc-
ers to determine production, consumption, investment and sav-
ings. Working in groups of three or four, complete the tasks below
and share your ideas with other students.

A. Think of three examples of new products that have come on the
market in your country because of consumer demand. As these prod-
ucts have been on the market, have they become more expensive or
less expensive? Define what affects the demand for goods and ser-
vices in a market economy.

B. Think of three products or services that have gone off the mar-
ket or become difficult to obtain in your country because of declining
demand. Define what affects the demand for goods and services in a
market economy.
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SECTION Il
What Is Supply?

LEAD-IN

1. Discuss these questions with your partner.

» What do you know about supply?

» Why is supply an important economic concept?
» Whose behaviour is supply concerned with?

2. Choose one of the following quotations about supply; discuss
it with your partner. What do the authors mean? Do you agree or
disagree with them? Comment on it.

» ‘There is a supply for every demand.’

Florence Scovel Shinn (1871-1940) — an American artist and book
illustrator

» ‘Teach a parrot the terms ‘supply and demand’ and you’ve
got an economist.

Thomas Carlyle (1795-1881) — a Scottish philosopher, satirical
writer, essayist, historian and teacher

» ‘Supply creates its own demand.¢

Jean-Baptiste Say (1767-1832) — a French economist and busi-
nessman
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KEY TERMS

I. Before reading text B study the key terms and their defini-
tions. While reading the text, you should pay attention to the eco-
nomic and business terms. They will become the basics of your
professional vocabulary.

1. Supply — nponosuuis— amount of a product offered for sale at
all possible prices.

2. Law of Supply — zaxon nponosuyii — states that more will be
offered for sale at higher prices than at lower prices.

3. Supply schedule — wxana nponosuyii — a table showing how
much a producer will supply at all possible prices.

4. Supply curve — kpusa nponosuyii- a graph that shows the
different amounts of a product supplied over a range of possible
prices.

5. Quantity supplied — seruuuna nponosuyii — amount offered
for sale at a given price.

6. Change in quantity supplied — smina eenuuunu nponosu-
yii — change in amount offered for sale when the price changes.

7. Change in supply — smina nponosuyii — situation where dif-
ferent amounts are offered for sale at all possible prices in the market;
shift of the supply curve.

8. Supply elasticity — exacmuunicms nponoszuyii — a measure of
how the quantity supplied responds to a change in price.

I1. Answer the following questions.
A. What does supply mean?
B.What does the law of supply state?
C. What is quantity supplied?

D. What is a supply schedule?

E. What is a supply curve?

F.What is supply elasticity?

PRONUNCIATION GUIDE

Examine [1g'zemin]
Precisely [prr'saisli]
Innumerable [1'nju:m(o)rabl]
Circumstance ['s3:komstaens]
Maximize ['meaksimaiz]
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I. Read text B and be ready to complete the table with the
information from the text.

Non-price Effect on Supply

Determinants of supply Action of Good Examples
. Price rises
Input prices -
Price falls
Improves

Becomes out of date

Increases

Price falls
Government policies
and regulations
(taxes, electrical and Increase
natural gas rates)
Text B

What Is Supply?

The terms supply and demand refer to the behavior of people as
they interact with one another in markets. A market is a group of buy-
ers and sellers of a particular good or service. The buyers as a group
determine the demand for the product, and the sellers as a group de-
termine the supply of the product. Now we turn to other side of the
market and examine the behavior of sellers.

Economists describe supply as the relationship between the quanti-
ty of a good or service producers will offer for sale and the price
charged for that good. More precisely and formally supply can be
thought of as "the total quantity of a good or service that is available
for purchase at a given price."”

Supply is not simply the number of an item a shopkeeper has on
the shelf, such as ‘55 oranges’ or 17 pairs of boots’, because supply
represents the entire relationship

between the quantity available for sale and all possible prices
charged for that good. The specific quantity desired to sell a good at a
given price in a particular period of time is known as the quantity
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supplied. The relationship between the price and its quantity supplied
is represented in the table called a supply schedule. A supply schedule
is a table which lists the possible prices for a good and service and the
associated quantity supplied. The supply schedule for oranges could
look as follows:

Price of oranges Quantity supplied a week
75 cents 470
70 cents 400
65 cents 320
60 cents 200

As the price rises, a seller supplies a greater and greater quantity
supplied.

A supply curve is simply a supply schedule presented in a graph-
ical form. The standard presentation of a supply curve has price given
on the Y-axis and quantity supplied on the X-axis. The curve relates
the price and quantity supplied.

Price

P,

Quantity
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The supply curve slopes upward because, ceteris paribus, a higher
price means a greater quantity supplied.

The law of supply states that, all other factors being equal (ceteris pa-
ribus), as the price of a good or service increases, the quantity of goods or
services that suppliers offer will increase, and vice versa. The law of sup-
ply says that as the price of an item goes up, suppliers will attempt to
maximize their profits by increasing the quantity offered for sale.

The price elasticity of supply (PES) means how sensitive the
supply of a good is to a price change. The higher the price elastici-
ty, the more sensitive producers and sellers are to price changes.
The supply of some commodities is more sensitive to price changes
than the supply of others. If a change in price causes a larger per-
centage change in supply, the supply is said to be elastic. If a
change in price produces a smaller percentage change in supply,
the supply is said to be inelastic.

The most important determinant of the quantity supplied is price.
However, innumerable factors and circumstances could affect a sell-
er’s willingness or ability to produce and sell a good. These factors
are called the non-price determinants of supply:

Input prices

Inputs include land, labour, energy and raw materials. If the price
of inputs increases the supply curve will shift to the left as sellers are
less willing or able to sell goods at any given price.

Technology

Technological improvements help reduce production cost and in-
crease profit, thus stimulate higher supply.

Number of sellers

More sellers in the market increase the market supply.

Expectation for future prices

If producers expect future price to be higher, they will try to with-
hold their inventories in stock and offer the products to the buyers in
the future, thus they can capture the higher price. As a result, the cur-
rent supply of a particular product will decrease.

Government policies and regulations

Government intervention can take many forms including environmen-
tal and health regulations, hour and wage laws, taxes, electrical and natu-
ral gas rates. These regulations can affect the supply of a good.

Supply and demand are really two separate things, but they are al-
most always talked about together. Economists use the model of sup-
ply and demand and their interaction to analyze competitive markets
and determine prices in them.
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WORDS AND PHRASES TO BE REMEMBERED

to interact— B3aemonistu precisely — touHo, sICHO

vice versa — HaBmaku

innumerable — He3niueHHMI

iNput — BKJTaZIeHHS, BUTPATH, IHBECTHIII]

input prices — winu Ha pecypcu (i1 BAPOOHUIITBA)

raw material — cupoBuna

withhold their inventories in stock — yrpumyBaru cBoi 3amnacu
Ha CKJIai

to capture — cxomnuTH, BOiiiMaTu

I. Complete the table using the definitions given in Text B and
learn them.

1. Supply curve

2. Market

3. Supply
4. Law of Supply

5. Supply elasticity

6. Quantity supplied

7. Supply schedule

VOCABULARY PRACTICE

I. Find in the text the English equivalents for the following
word combinations.

B3aemogis, AOCHIIMTH NOBENIHKY MPOJABIiB, B3a€EMO3B 30K MIX
KUTBKICTIO Ta IIHOIO, HASBHUH, MICTUTH MOXXJIMBI IIiHH, BimoOpa-
KEHHil y rpadiuHiil popMi, KpHBa 3 HAXHIIOM CIPSIMOBAHHM BroOpy,
3aKOH CTBEPIKYE, KUIBKICTb 3aIPOIIOHOBAHA HA NPOJAX, HAMBaXK-
NUBINMI YMHHUK, 3a Oy/b-sIKy 3alPOIOHOBaHY LiHY, 3MCHIIUTH
BUPOOHWYI BUTpaTH, 30UIBIINTH PHHKOBY MPOIO3UIII0, OYiKYBaTH
3pOCTaHHs MalWOyTHBOI L{IHM, BTPyYaHHs ypsijly, 3aKOHU IIPO 3apo-
OiTHY TUIaTy Ta TPUBAIICTH POOOYOTrO JHS, BIUIMBATH HA MPOIO3HIIIIO.
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I1. Give the Ukrainian equivalents for the following word com-
binations.

Electrical and natural gas rates, to determine the price, the current
supply, technological improvement, the non-price determinants, in-
numerable factors and circumstances, to maximize one’s profit, all
other factors being equal, the standard presentation, the specific quan-
tity, input prices, to represent the entire relationship, more precisely
and formally, to turn to other side, to refer to the behavior.

I11. The italicized words in the sentences below are found in
this unit. Study the sentences. Then identify the part of the speech
and write your own definition for the words on the line provided.

1. All normal supply curves have a positive slope that goes up
from the lower left-hand corner of the graph to the upper right-hand
corner.

slope (__)

2. Productivity goes up whenever more output is produced using
the same amount of input.
input (__)

3. Your economic product is your labor, and you would probably
be willing to supply more labor for a high wage than for a low one.
labor (__ )

4. Price is the key to competition in commodity markets.
commodity(__ )

5. Technology is what producers know about the ways to combine
inputs into the production of outputs.
technology(__ )

6. An increase in the wages causes a decrease (leftward shift) of
the short-run aggregate supply curve.
wage(__)

7. Regulation is essentially an extension of government’s authority
to protect one member of society from another.
regulation(__ )

8. At current prices, the company is worth around €23 billion.
current(__ )

33



IV. Fill in the missing word and words combinations in the

text below. Choose from the box. Translate the text into
Ukrainian.
Relationship (2); a change in quantity supplied; unchanged;
amount; a change in supply; at each price
As with demand, economists separate changes in the

that sellers will sell into two categories.
refers to a change in behavior of sellers
caused because a factor held constant has changed. As a result of a
change in supply, there is a new quantity and at each
quantity there will be a new price. refers to a
change in behavior of sellers caused because price has changed. In
this case, the between price and quantity remains

, but a new pair in the list of all possible pairs of price
and quantity has been realized.

V. Mind the difference.

Verbs Nouns

To rise (rose, risen) — mkuBaeTbcs 6e3
TIPSIMOTO JIOJIATKY — 30L16ULY8AMUCS, POCHU,
3pocmamu (y KUIBKOCTI, CTYIEHI, 1[iHi TOLIO).
E.g. Prices continue to rise.

Rise — niosuwenns,
30i1bUEeH NS, 3DOCIMAHHA.

E.g. Arise in input prices re-
sulted in a rise in product prices.
B amepukaHchKOMY BapiaHTi
aHriiicekol MoBu (American
English) B npoMy 3HaueHHi
BXKHBAETHCS TAKOK IMEHHUK
raise.

To raise (raised, raised) — BkuBa€TbCS 3
MPSIMAM JIOIATKOM — 30i1buLy8amu, nioeu-
wyeamu wocv (y KUIBKOCTi, Mipi, po3mipi
tomo). E.g. The Finance Minister raised
spending on medicine and education in the
last year’s budget.

To increase (increased, increased) — BxuBa-
€TbCA SK 3 HIPsIMHUM JOIIOBHCHHSM, TaK 1 0e3

HBOTO — 30inbUysamucs (y po3Mipi, CTyIeHi,
Kinpkocti Tomo). E.g. The Finance Minister
increased spending on medicine and education
in the last year’s budget. The population will
increase to 12-13 billion in 2020-2025.

Increase — sbinvutenns,
ni0BUUEHHSL.

E.g. There was a great increase
in population.

HiecioBo Ta iMEHHHK INCrease MOXyTh BXKMBATHCS 3aMiCThb FiSe i raise y Bcix
HaBeJECHNX BHILE MPUKIAAAX, 10 MOXE JOMOMOITH YHUKHYTH MOMHJIOK Y BXKH-

BaHHI JIBOX OCTaHHIX CIIIB.
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End of table

Verbs Nouns

To give rise to smth — npuzsooumu oo
4020-1ebyOb, surauKamu wo-nedoyos (Syn. to
result in smth, to cause smth, to lead to smth).
E.g. Industrial revolution gave rise to the
development of banking.

To arise (arose, arisen) — egunuxamu,
siobysamucs. E.g. The manager is to solve all
the problems that may arise.

To decrease (decreased, decreased) — ) )
MOXe BKHBATHCS SIK 3 NpPAMHM nojaTkom, | IMennuku decrease i reduction
Tak i 6e3 HbOro — 3meHuysamucs (B po3Mi- | O3HAYAIOTh 3MEHULEHHS,

pi, o6c¢s3i, uucii). 3HUICEHHS, CKOPOYEHHSL. _
E.g. A small decrease/reduction
To reduce (reduced, reduced) — mxusa- | in production did not affect
€TBCSL 3 IPSIMHUM JIOJATKOM — 3MEHULy8amu greatly the supply of the

(y po3mipi, Basi, KiJIBKOCTi, BapTOCTi, IiHi product.

TOIIIO).

To fall (fell, fallen) — BxuBaerscs 6e3 mps-
MOTO JtojaTka — nadamu, 3uudxcysamucs (y
KiTBpKOCTI, IiHi Tommo). E.g. The demand for
ice cream usually falls in winter.

V1. Translate Ukrainian words in the following sentences into
English.

1. Ukraine’s natural gas exports (36invwuecs) from 181.6 billion
cubic metres in 1998 to 182.5 billion cubic metres in 1999.

2. There was a dramatic (s6irewenns) in oil prices after 1973 all
over the world.

3. Inflation can (sunuxnymu) under a number of conditions.

4. Comparing 1999 and 1998, real investment in Ukraine (36i16-
wunucst) by1.0 percent.

5. Inflation becomes stagflation while economic growth
(3nuorcyemwcs), but inflation continues to (pocmu).

6. In 1999, Ukrainian’s exports of oil products (snususcs) by 2.4
million and exports of fuel oil (36irbwuescs) by 1.0 percent.

7. Income per capita (3nusuecs) in Italy in January 1999 compared
with December 1997.

8. An inflation is characterized by the (nidsuwennsm) in price
within a certain period of time.
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9. Itis important to (s6izewumu) capital investment in the produc-
tion if we want to (znusumu) the production cost.

10. In the 1980s the gross national product (GNP) per person con-
tinued to (z6inbwysamucs) in all groups of countries.

11. The production figures (snuocysanucs) every three months.

12. The high inflation (suxnuxana snuscenns) in consumption.

13. A lot of problems (sunuxio) when engineers started the con-
struction of the plant.

14. The government (niosuwue) teacher’s salaries twice last year
and there was a total (niosuwenns) by 30 percent by the end of the
year.

15. The (cxopouenns) in the usage of energy intensive (emepro-
MicTKHX) operations in the production line may greatly (36inbwumu)
the quantity of goods produced.

VIIl. Write one word in each gap to complete the sentences.
Translate the sentences into Ukrainian.

1. If the price of the inputs , producers are willing
to produce more of a product, thereby shifting the supply curve to the
right.

2. Productivity should also . if workers decide to
work harder or more .
3. When production costs go down, the is usual-

ly able to produce more goods and services at all possible prices in the
market.

4. If resource prices increase, then production cost is higher and

the sellers are inclined to offer of
the good for sale.
5. The decision to sell a good today depends on of

future prices.

6. When the government establishes new regulations, the cost of
production can change, causing a in supply.

7. However, if some suppliers leave the , fewer products are
offered for sale at all possible prices.

8. In the real world, are entering and leaving indi-
vidual markets all the time.

9. Changes in technology can also the number of
sellers.

10. A decline in means producers can sell

less of a good.
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COMPREHENSION CHECK

Now read the text again and answer the following questions.
Compare your answers with another student and discuss any dif-
ferences. Make sure you can refer to a particular phrase or sen-
tence from the text for each answer.

1. Why does the supply curve slope from the lower left-hand cor-
ner of the graph to the upper right-hand corner?

2. What causes a supply curve to shift?

3. Why is the law of supply the opposite to the law of demand?

4. Why is almost every economic event or phenomenon the pro-
duct of the interaction of these two laws?

5. What is the price elasticity of supply?

6. What is the difference between elastic and inelastic supply?

7. What is a change in supply?

8. What is a change in quantity supplied?

9. What determinants can cause changes in supply?

10. What are the non-price determinants of supply?

11. Why do producers supply more goods at a higher price than at
a lower price?

TRANSLATION PRACTICE

Translate into English.

1. TIpomo3uttis — 1€ KUTBKICTh MPOIYKIIii, IKa € B HASIBHOCTI JIJIS
3aJI0BOJICHHSI TTIOTTUTY.

2. 3aKOH MPOIMO3UIl CTBEPIUKYE, IO UMM HIDKYA I[iHA, THM MEH-
a BeJIMYWHA MPOTO3MIT 1, YMM BHIIA IIiHA, TUM OiJibIIa BEJIMYNHA
MIPOMO3UIIII.

3. KpuBa mnpono3unii — 1e rpadiyHe mNpeAcTaBieHHS 3aKOHY
MIPOMO3UIIII.

4. B exoHOMIIli B3a€MOBIJTHOIICHHS MiXX ITPOITO3HINEID Ta IIHOIO
BHUPAKAETHCS 3aKOHOM IPOMO3HIIIi.

5. IiHOBa eaCTHYHICTD NPOO3HLIT CTOCYETHCS TOTO, SIK BEIHYH-
Ha [IPONO3HULIIi IEBHOTO TOBAPY pearye Ha 3MiHYy LiHU LbOIO TOBApY.

6. BoockoHasleHHsI TEXHOJIOTIYHOTO TPOIIECY 3HWKYE BUTPATH Ha
BUPOOHUIITBO Ta 30UIBIIYE MPOMO3ULIIO.

7. LUinn Ha pecypen (Wit BUPOOHHILTBA) BKIIOYAIOTh 3EMIIO,
MPALII0, CHEPTrEeTHYHI PECYPCH Ta CHPOBUHY.

8. PimieHHs mpojaTtu TOBap CHOTOJHI 3AJIEKHUTH BiJl OUYIKyBaHb
MaiOyTHIX ITiH.
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9. KinpKicTh TpOAABIIB, sIKi Oa)KalOTh Ta 3/JaTHI MPOJATH TOBap
BILJIMBA€E HA CYKYITHUH TTOTHT.

10. Yum Oinblia KiJbKICTh MPOJIABIIB Ha PUHKY, TUM OLJIBIIOIO €
MIPOTIO3UIILiS.

READING STRATEGIES

I. Read the following text about Elasticity of Supply. Choose
the best word, A, B, C or D to fill each gap.

Elasticity of Supply

Like demand, supply is 1. to elasticity. The
supply of some commodities is more 2. to price changes
than the supply of others. If a change in price 3.___a larger percentage
change in supply, the supply is said to be elastic. If a change in price
produces a smaller percentage change in supply, the supply is said to
be inelastic.

4, are generally subject to greater supply elas-
ticity than goods provided by nature. In-line skate manufacturers
might be able to increase their 5.____by asking their employees to
work overtime. Dairy farmers, however, could not expect such co-
operation from their herds. Therefore, an increase in milk produc-
tion would take longer 6.____than an increase in in-line skate pro-
duction. The amount of 7. available is usually limited. While some
resources, such as trees and wildlife, can eventu-
ally be replaced (through reforestation, conservation, and repopula-
tion), these 8. Take many years. Some additional
land can be made fit for farming by draining swamps or through
irrigation. For the most part, though, we have to make do with the
9. we have. Minerals such as petroleum, iron,
and copper are also subject to relatively 10._supply. The output of
these minerals is limited by the expense of the equipment needed to
extract them, the size of the known deposits, and the uncertainty of
discovering new sources.

*in-line skates — oxHOPsIAHI POIMKOBI KOB3aH

**herd — cramo, uepena

***sywamp — 3ab0s10ueHa MICIIEeBICIb

****make do with smth — oGiiiTucst, 3a10BOIBHUTHCS YUM-HEOY 1B
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1 A. theme B. subject C. topic D. thing

2 A. sensitive Ebinrg&fs' C. indifferent D. sensorial

3 A. happens B. causes C. forces D. makes

o |y omplemen- | B bl | € Mamc |, e goos

5 A. amount B. yield C. offtake D. output

6 A. to manage B. to win C. to achieve D. to gain

7 A. renewable B. natural C. human D. information
resources resources resources resources

8 A. measures B. steps C. moves D. expedients

9 A. soil B. land C. ground D. surface

10 | A inflexible B. stiff C. inelastic D. rigid

I1. Scan the text and entitle it.

Because businesses want to produce efficiently, they must keep an
eye on their costs. For purposes of analysis, they use several measures
of cost. Businesses analyze fixed, variable, total, and marginal costs to
make production decisions.

Fixed Costs. The first measure is fixed costs — the costs that an
organization incurs even if there is little or no activity. When it comes
to this measure of costs, it makes no difference whether the business
produces nothing, very little, or a large amount. Total fixed costs,
sometimes called overhead, remain the same. Fixed costs include
salaries paid to executives, interest charges on bonds, rent payments
on leased properties, and state and local property taxes. Fixed costs
also include depreciation — the gradual wear and tear on capital
goods through use overtime. A machine, for example, will not last
forever, because its parts will wear out slowly and eventually break.

Variable Costs. Other costs are variable costs, or costs that
change when the business’s rate of operation or output changes. While
fixed costs are generally associated with machines and other capital
goods, variable costs are usually associated with labour and raw mate-
rials. For example, wage-earning workers may be laid off or work
overtime as output changes. Other examples of variable costs include
electric power to run machines and freight charges to ship the final
product. For most businesses, the largest variable cost is labour. If a
business wants to hire one worker to produce seven units of output per
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day, and if the worker costs $90 per day, the total variable cost is $90.
If the business wants to hire a second worker to produce additional
units of output, then its total variable costs are $180, and so on.

Total Cost. Total cost of production is the sum of the fixed and
variable costs. Total cost takes into account all of the costs a business
faces in the course of its operations. If the business decides to use six
workers costing $90 each to producel10 units of total output, then its
total cost will be $590 — the sum of $50 in fixed costs plus $540 of
variable costs.

Marginal Cost. The most useful measure of cost is marginal
cost — the extra cost incurred when producing one more unit of out-
put. In fact, marginal cost is more useful than total cost because it
shows the change in total variable costs when output increases.

I11. Read the text once again and answer the following ques-
tions.

1. Businesses need to consider both fixed costs, such as rent and
taxes, and variable costs, such as labour. Why can electricity be con-
sidered a variable cost?

2.If a firm’s total output increases, will the fixed costs increase?
Explain.

IV. Prepare a brief summary of the text.

V. You are going to read the text about benefits and costs of
supply. Be ready to define the key sentence of each paragraph.
Explain your choice.

Supply: Benefits and Costs

1. What determines the amount of a good or service that people
are willing and ready to sell during some period of time? A discussion
of exchange suggested that people sell things because it is a way, indi-
rect but effective, of obtaining other things that they prefer. Sellers
intend to make a profit from their sales, and economists assume that
they want their profits to be as large as possible. Because profit is the
difference between benefits in the form of revenues and costs, any-
thing that influences revenues or costs can influence the amounts
sellers want to sell.

2. Revenue, the benefit that sellers get from producing and selling,
is found by multiplying the price of the product by the amount sold. A
change in price changes revenues and hence profits, so it is a major
determinant of the amount sellers will want to sell. Because a higher
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price leads to higher profit, and a higher profit leads to a larger
amount that sellers will want to sell, one expects that a greater quanti-
ty should be supplied when the price is higher. Thus, the relationship
between quantity that sellers will sell and price should be direct or
positive. Although the positive relationship is almost always the case,
there are a few exceptions. An example is labor; as wages go up, peo-
ple may decide to enjoy their higher wages and work less. As a result,
there is no law of supply that matches the law of demand.

3. The cost of something is what must be given up in order to get
it. When costs are only monetary, they are easy to see. If the price of
an input increases, the cost of the output will increase, and, other
things held constant, profits will decrease. The seller will then have to
decide if shifting part of his resources and effort to other products will
improve his well-being.

4. Production costs are determined not only by the prices of inputs,
but also by technology. Technology represents the knowledge of how
inputs (such as labor, raw materials, energy, and machinery) can be
combined to produce the product. If this knowledge increases so that
people find cheaper ways to make the same output, then, other things
held constant, profit increases and we expect sellers to respond by
producing more.

5. Costs may be nonmonetary as well as monetary. For example, a
farmer takes the expected price of soybeans into account in deciding
how much corn to plant. If soybeans are expected to sell for a high
price, then the farmer may find that shifting some of his land from
corn production to soybean production will increase profit. The deci-
sion to plant corn means that the farmer gives up the opportunity to
plant soybeans (as well as giving up the money for seed, fuel, equip-
ment, and labor). Because we have defined cost as what must be given
up to get something, the prices of other goods that sellers could oth-
erwise produce and sell must be part of the calculation of the cost of
production.

6. There are other factors that can influence the amount of a prod-
uct that sellers will sell, such as the number of sellers, expectations
about the future, and whether or not there are by-products in produc-
tion that are valuable. (An example of a valuable by-product is cotton-
seed in the production of cotton. A farmer who produces cotton also
gets cottonseed, which yields cottonseed oil, a widely used vegetable
oil.) But as in the discussion of demand, the emphasis in the discus-
sion of supply is on the relationship between quantity and price. To
focus on this relationship, all other factors must be assumed to be con-
stant
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SPEAKING STRATEGIES
Useful English section given below can be helpful to you.

Activity 1.

Say what you have learnt about

® supply

the law of supply

supply schedule

supply curve

changes in quantity supplied and change in supply
supply elasticity

supply determinants

Activity 2.

Role-play.

You are a student of economics. You have a younger sister. She is
10 years old. Once she heard somebody say the word “supply” but she
failed to understand it. She asks you to explain the meaning to her.
Don’t forget that children have a representational thought (o6pa3ne
mucnenns) that’s why you should not only explain the meaning but
also illustrate it. Make up and act out the dialogue using the following
words and word combinations: price charged for available goods, to
furnish, a deal, to switch over production, a supplier, to set a price, to
offer for sale, to anticipate.

USEFUL ENGLISH

Giving examples for example; for instance; as follows; that is; in
this case namely; in other words

Generalising in general; generally; on the whole; as a rule; for the
most part; in most cases; usually

Highlighting in particular; particularly; especially; mainly.
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SECTION Il
Market Price

LEAD-IN

1. Discuss these questions with your partner.
» What role do prices play in global economy?
» What do you know about price system?

2. Comment on the following quotations about prices. What do
the authors mean? Do you agree or disagree with them? Discuss it
with your partner

» ‘Price is what you pay. Value is what you get.’

Warren Buffett (1930) — an investor, a business magnate, a philan-
thropist and a pricing guru
> ‘For every promise, there is price to pay.’

Jim Rohn (1930) — an entrepreneur, an author, a motivational
speaker

» ‘Pricing is actually pretty simple...Customers will not pay
literally a penny more than the true value of the product.’

Ron Johnson (1955) — the United States Senator, a member of the
Republican Party

» ‘The moment you make a mistake in pricing, you’re eating
into your reputation or your profits.’

Katharine Paine (1950) — the founder of the Delahaye Group
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KEY TERMS

I. Before reading text C study the key terms and their defini-
tions. While reading the text, you should pay attention to the eco-
nomic and business terms. They will become the basics of your
professional vocabulary.

1. Price — yina — the amount of money for which something (a
good or a service) is sold or purchased.

2. Market price — punxosa yina — the price that a product or
service will be currently sold for.

3. Price mechanism — mexanizm yinoymeopenns — refers to the
system where the forces of demand and supply determine the prices of
commodities.

4. Equilibrium — pisnosaca — the state in which market supply
and demand balance each other and, as a result, prices become stable.

5. Equilibrium price —pisnosascna yina — price at which the
quantity of a product supplied matches the quantity demanded.

6. Shortage (excess demand) — recmaua (naomipnuii nonum) —
situation where quantity supplied is less than quantity demanded at a
given price.

7. Surplus (excess supply) — naonuwox (naomipna nponosuyis) —
situation where quantity supplied is greater than quantity demanded at
a given price.

8. Price system — yinosa cucmema — an economic system in
which prices are de- termined by market forces.

9. Pricing — yinosa nonimuxa (kanekynsyis yin) — the process
whereby a business sets the price at which it will sell its products and
services.

I1. Answer the following questions.
a. What is a price?

b. What is a market price?

C. What is an equilibrium price?

d. What is a price system?

€. What is an excess supply?

f. What is an excess demand?

PRONUNCIATION GUIDE

inadequate [in'edikwat] signaling ['sign(a)lim]
conversely [kan'va:sli] ['konva:sli] revenue ['revanju:]
distribute [dr'stribju:t] weigh [wer]
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I. Read text C. Be ready to complete the table given after the
text.
Text C
Market Price

Price plays a very important role in a free market economy. Prices
are determined through the interactions of supply and demand in the
marketplace, where demand is the quantity of a product that buyers
are willing to purchase according to a given price and supply is the
amount of a product that sellers can vend to customers at a given
price. In various market economy theories, price plays an essential
role how sellers determine their prices and buyers act on those prices.

Price is the amount of money that has to be paid to acquire a given
product. Insofar as the amount people are prepared to pay for a prod-
uct represents its value, price is also a measure of value. It follows
from the definition that prices perform an economic function of major
significance. So long as they are not artificially controlled, prices pro-
vide an economic mechanism by which goods and services are dis-
tributed among the large number of people desiring them.

Prices also act as indicators of demand for different products and
enable producers to respond accordingly. This system is known as the
price mechanism, and it is based on the principle that only by allow-
ing prices to move freely will the supply of any given commodity
match demand. If supply is excessive, prices will be low and produc-
tion will be reduced. This will cause prices to rise until there is a bal-
ance of demand and supply. In the same way, if supply is inadequate,
prices will be high, leading to an increase in production that in turn
will lead to a reduction in prices until both supply and demand are in
equilibrium.

The result of this feedback loop is the determination of an equilib-
rium price at which the buyers are willing to buy a particular quantity
of the product and sellers are willing to sell the same quantity of the
product.

As you can see on the chart, equilibri-
um occurs at the intersection of the de-
mand and supply curve, which indicates
no allocative inefficiency. At this point, s} ————_2>
the price of the goods will be P* and the
quantity will be Q*. These figures are
referred to as equilibrium price and quan-
tity.

Supply
(s)

Price ($)

Equilibrium

Demand
(D)

|

|

I

|

I
Q* Quantity
Capyright 2003 - Investopedia com
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Sometimes the market is not in equilibrium-that is the quantity
supplied doesn’t equal the quantity demanded. When this occurs,
there is either excess supply or excess demand. A shortage or excess
demand (Chart A) is a situation in which demand for a good or service
exceeds the available supply. A surplus or excess supply (Chart B) is
a situation in which the quantity of a good or service supplied is more
than the quantity demanded.

Z
=

Supply suppl
(s} (r;t]’ Y

Price ($)

r
T
|

P e o o e o o e

Demand Demand
(1] (D)

| |
| | |
| | |

1 1 1
Q Qz  Quantity Q@ Quantity

Capyright 2003 - Investopedia.com Capyright 2003 - Investapedia.com

[=]

The price mechanism plays three important functions in any mar-
ket-based economy.

The rationing function

The Rationing function relates to the buyers of the goods. Price is
used to ration the limited quantity of a good among the various buyers
who would like to purchase it. Rationing by price will guarantee that
the goods will be purchased by the buyers who value it most.

The signalling function

Price changes send contrasting messages to consumers and pro-
ducers about whether to enter or leave a market. Rising prices give a
signal to consumers to reduce demand or withdraw from a market
completely, and they give a signal to potential producers to enter a
market. Conversely, falling prices give a positive message to consum-
ers to enter a market while sending a negative signal to producers to
leave a market.

The incentive (motivation) function

An incentive is something that motivates a producer or consumer
to follow a course of actions or to change behaviour. Higher prices
provide an incentive to existing producers to supply more because
they provide the possibility of more revenue and profit increase.
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Every economic system provides solutions to four questions: what
goods and services will be produced; how they will be produced; for
whom they will be produced; and how they will be allocated between
consumption (for present use) and investment (for future use). The
goods so produced and distributed may be consumer items, services,
labour, or other salable commodities. In each case, an increase in de-
mand will lead to the price being bid up, which will induce producers
to supply more; a decrease in demand will have the reverse effect. The
price system provides a simple scale by which competing demands
may be weighed by every consumer or producer. Price system is a
means of organizing economic activity.

Of course, a totally free and unfettered price mechanism does not
exist in practice. Even in the relatively free market economies of the
developed Western world there are all kinds of distortions—arising
out of monopolies, government interference, and other conditions—
the effect of which reduces the efficiency of price as a determinant of
supply and demand.

WORDS AND PHRASES TO BE REMEMBERED

to vend — mpopaBatu, TopryBaTu
insofar— HaCTUTbKH, TAKOK MipOIO
to acquire — mpugdatu

artificially — mry4no

feedback loop — 3BopoTHiii 38’5130k

allocative inefficiency —  HeedekTHBHICTD, CHpUYMHEHA
HEBIAMOBIIHICTIO PO3MOAIJICHUX PECYPCIB IHTEpECcaM CII0KHNBAYIB

to outstrip — BumepemKaTy, NepeBePIIyBaTH

to bid up — posnyBaru, HabGaBnsTH 1iHY

to ration — po3moainsaTH, HOpMyBaTH

conversely — naBmaku

salable — Toif, 0 KOPHCTYETHCS TIOMUTOM 1 € B HassBHOCTI IS
POJIAKY

to induce — crioHykaTH, CTUMYJIIOBAaTH

unfettered— BinbHuii, 6€3 0OMEKEHD

distortion — crnoTBOpeHHsI, BUKPUBIICHHS
interference — BrpydJaHHs
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I. Complete the table using the definitions given in Text C and
learn them.

1. Price

2. Price mechanism

3. Equilibrium price

4. Shortage

5. Surplus

. Rationing function

. Signalling function

6
7
8. Incentive (motivation) function
9

. Price system

VOCABULARY PRACTICE

I. Find in the text the English equivalents for the following
word combinations.

BimirpaBatu 3HauHy posb, Ccyma TpolIeH, npuadaTu TEeBHUN
NPOIYKT, BHKOHYBATHEKOHOMIYHY (YHKLIIO, CIPUYUHATH PICT LiH,
TakKUM CaMHUM YHHOM, pIBHOBaXXHAa I[iHA, HOPMYBaTH OOMEXEHY
KUIBKICTb TOBApy, BUHTH 3 PHHKY, MOTHBYBATH BUPOOHHKA 4H CIIO-
KMBa4a, 3MIHUTU MOBEAIHKY, [OXiJ, 3HAWTH BUPIUICHHS MPOOJIeMH,
TOBapy 1[0 KOPUCTYIOTHCS HOIKUTOM 1 € B HasBHOCTI JUIsl NPOZAXY,
€KOHOMIYHA JISUIbHICTh, TMOBHICTIO BUIBHMA Ta HEOOMEKEHUM
MEXaHi3M I[IHOYTBOPEHHS, BTPYYaHHS ypsIy.

I1. Give the Ukrainian equivalents for the following word com-
binations.

According to a given price, a measure of value, major significance,
prices are not artificially controlled, to act as indicators, to be based
on the principle, excessive supply, a balance of demand and supply, to
lead to a reduction in prices, feedback loop, to exceed the available
supply, a market-based economy, the rationing function, the signalling
function, the incentive function, profit, to be allocated between con-
sumption and investment, a simple scale, all kinds of distortions, to
reduce the efficiency.
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I11. Express in one or two words.

1) the money value of a unit of a good, service, financial security
which a buyer is required to pay a seller to purchase the item —
P

2) the price at which the quantity of a product offered is equal to
the quantity of the product in demand — e p ;

3) an amount that is more than acceptable, expected, or reason-
nable —e ;

4) a condition of a market in WhICh buyers and sellers plans exact-
ly coincide — e ;

5) a state where things are of equal weight or force — b ;

6) to prowde (someone) with a reason for doing something —
tom

7) to limit the amount of a particular thing that someone is allowed
to have —tor

IV. Fill in the missing words or word combinations in the sen-
tences below. Choose from the box. Translate the sentences into
Ukrainian.

amount of money, surpluses, distributing, ration; scarce
resources, signalling function, consumption, price system,
shortages, prices, incentive, production, outstrips, price
mechanism (2), equilibrium price.

1. Millions of economic agents who have no direct communication

with each other are led by the to supply each other’s
wants.
2. are an expression of the consensus on the values of dif-

ferent things.
3. Attempts to operate an economy without a

usually result in of unwanted goods, of desired
products, black markets, and slow, erratic, or no economic growth.

4. The is where the supply of goods matches
demand.

5. The is the only allocative mechanism

solving the economic problem in a free market economy.
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6. Prices perform a —
they adjust to demonstrate where resources are required, and where
they are not.

7. Prices serve to ration scarce resources when demand in a market

supply.

8. Prices serve to
when demand in a market outstrips supply.

9. Prices incentivise and influence the decisions of consumers
and producers e.g. higher prices encourage but discourage :

10. Higher prices provide an to exis-
ting producers to supply more because they provide the possibility or
more revenue and increased profits.

11. Prices provide a mechanism for automatically
limited resources to places of need.

12. In a free-market economy, prices are so much more than
the we pay when we buy something.

V. Write one word in each gap to complete the sentences.
Translate the sentences into Ukrainian.

1. help us to make every day economic
about our needs are desires. Prices are an indication of the popularity
of a product, therefore the more popular the product, the higher the
price that can be charged.

2. Price if resources are being properly allocat-
ed. If the price is too low, there will be a
of products. will be greater than supply.

This will indicate that more resources should be to the
manufacturing of the product. If the price is too high, there will be a
of products. will be greater than demand. This will suggest that
too many are being allocated toward the manufacturing of the
product.

3. Market-clearing prices* have important roles in a free

. First, they existing supplies among custom-

ers who want more than an economy’s scarce
can produce. When doing so, market prices enable people to choose
who gets the goods and services produced. Market-clearing prices also
provide to produce goods and services.

*market-clearing price — 1ina, mo 3a0e3nedye piBHOBAary MidK IOTIUTOM Ta
MIPOTIO3HIIIEI0
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COMPREHENSION CHECK

I. Read text C again and answer the following questions. Com-
pare your answers with another student and discuss any differ-
ences. Words and word combinations given below may be helpful
to you.

CoNoukrwNE

What does the term ‘price’ denote in economics?

How is an economic equilibrium represented graphically?

Why is it important to find equilibrium prices in markets?

What is a surplus and when does it occur?

What is a shortage and when does it occur?

When do prices tend to go down?

What are the main functions of prices?

How do prices ration scarce resources?

How do prices perform a signalling function? 10.How do prices

perform a motivation function?

10. How do prices perform a motivation function?

11. How do prices perform a motivation function?

12. What is the correlation between prices and production?

13. Why does the law of demand put limits on suppliers while con-
sumers are limited by the law of supply?

14. Why are prices the key ingredients in a market economy?

15. What role do prices play in all economic markets?

I1. Memorize the following words and word combinations.

acceptable price — npuiinsaTHa 1iHa

actual price — daxruyna, MOTOYHA, peajibHa IiHa
to adjust price — KopuryBaTH LiHy

to affect price — BrutMBaTH Ha LiHY

at a price/ at a good price — 3a BUCOKOIO IiHOO
price level — piBeHsb 11iH

put a price on sth. — oriHfoBaTH, MPU3HAYATH I[iHY.
pricey — HaATO JOPOTrHid

priceless — Oe3uinHUH

fixed price — Ttakca, ¢ikcoBaHa, He3MiHHA I[iHA
to set/fix/charge a price — npusnasaru uiny
price index — ixgekc i

Fill in the gaps with the correct words and word-

combinations using Part 2. Translate the sentences into Ukrainian.
1. You can’t loyalty.
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2. To see the of gold you have to look at
what dealers are charging.

3. | bought this turkey

at Tesco’s.
4. What is the to pay for education?
5. Customer loyalty is a asset.
6. How does the law of supply and demand ?

7. A_is the measurement of current prices of goods and services
produced in the economy in a specific region or country at a specific
time.

8. You can’t the value of the
work done by our nurses.

9. While the big hotels in the town centre are
the hundreds of small pensions offer bed and breakfast at reasonable
prices.

10. If you have a first edition of Milton, you can almost
your own . They are in great demand by collectors.

11. Flight passes allow travellers to book several flights at once for

a .
12. The food here is a little , but you get a lot of it.
13. The government is to start publishing a new monthly house
14. Democracy is a bequest.
15. The owners have not yet the
house.

TRANSLATION PRACTICE

Translate into English.

1. [lina — 1ne cyma Tpolei, HeoOXiaHa I KYIiBIi TOBapy abo
MTOCITYTH.

2. 1linoBa cucTteMa — Ii¢ €KOHOMIYHA CHCTEMa, y SKiH I[IHU BU-
3HAYAIOTHCS Yepe3 B3a€MO/II0 MTOTIUTY Ta MPOIMO3HIIil.

3. Hagymumok — 11e cuTyallisi Ha pUHKY, 32 SIKOK0 BEJIMYUHA IPO-
MO3UIIIT TIEPEBUIILYE BEIIMINHY TIOMUTY 32 BCTAHOBJICHOIO I[IHOIO.

4. Hectaua — 11¢ TiepeBakKaHHS BEJIWMYHMHM TIONMUTY HAJ BEIUYH-
HOIO ITPOTIO3HMIIII.

5. PiBHOBaxHa I1iHa BUHUKAE TIPU MEPETHHI KPUBUX MPOTIO3HULIIT Ta
TIOTIHTY.
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6. BUCoki I[iHM CTUMYJIIOIOTh BHPOOHHUKIB 30UIBIIMTH BHUITYCK
MPOIYKIIIT JIIT OTPUMAHHS O1IBIIOTO MPUOYTKY.

7. 1liHa BUKOPUCTOBYEThCS JJIsi PO3IMOAUTY OOMEXKEHOI KiIbKOCTI
TOBapy cepell pi3HUX MOKYIIIIB, IKi 0a)Kar0Th HOro MpuadaTH.

8. 3pocTarodi IiHK € CUTHAJIOM CIIOKMBadaM 3MEHIIUTH MOTHT a0
MOBHICTIO BUUTH 3 PUHKY, a MOTEHI[IHHUM BUPOOHWKAM YBIMTH Ha
PHHOK.

9. MexaHi3M IIHOYTBOPEHHS — II€ CHCTEMa B3a€EMO3aJIC)KHOCTI
MIX TPOTIO3HUIIIEI0 TOBApPY a0 MOCIYTH Ta ii MiHOTO.

10. PuHKOBI 1iHM HAAIOTh BAXKIUBY 1H(OPMAIIFO Ta CTUMYIIH IS
BUIBHOT'O MiATPHEMHHUIITBA.

11. TIpu piBHOBA31 LIHU HE 3MIHIOIOTHCS JOMOKU IIOCh HE BIUIMHE HA
ITPOIO3HIIiI0, ONUT a00 IHIIMHA aCIeKT BapTOCTI TOBAPY UM IMOCIYTH.

12. Ctumynom € Te, 110 MOTHBY€E BUPOOHHKA ab0 criokuBaya J10-
TPUMYBATHUCS HAMpsAMY Jiii 200 3MIHUTH ITOBEIIHKY.

READING STRATEGIES

I. Scan the article for the answers to the following questions.

1. What are the basic components of any marketing mix?

2. How does a competitive pricing strategy work?

3. What role do the laws of supply and demand play in setting
your pricing?

4. Why is the price a part of your brand image?

5. Why do you have to charge a higher price if you want to make a
profit?

Factors Influencing Pricing Strategy
by Hannah Wickford

Marketing’s four Ps — product, price, promotion and placement —
are the basic components of any marketing mix. The decisions you make
with regard to all of these elements can mean the difference between
success and failure. There are many factors that will have an influence on
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how you set the price for your product or service, with some of them
internal and some external, and most of them will fluctuate over time.

Competition

A competitive pricing strategy, where prices for a product or ser-
vice are set based primarily on the prices of the competition, is best
suited for a price-sensitive and highly competitive market. Whether
you use this type of strategy or not, you should always take your com-
petition’s pricing into account when setting your own pricing, unless
you hold a monopoly. If consumers perceive your product and your
competition’s as having equal value, you could lose out in a big way if
your competitor’s price is lower than yours is.

Market Demand

The laws of supply and demand should always come into play when
setting your pricing. If a product is in high demand, particularly if de-
mand exceeds supply, then the market can bear a higher price. Converse-
ly, if demand dwindles, consumers will not be willing to pay higher pric-
es. Your pricing should remain relatively stable over time, but you can
put promotions in place to discount the price when needed.

Brand Strategy

Setting your prices without a thorough grasp of your brand objectives
can destroy any brand-building efforts. Your price is a part of your brand
image. Think about Walmart, which has built its entire brand around low
pricing, or Tiffany & Co., whose consumers expect high-end pricing. If
your products’ prices are not in line with your brand image, you will
most likely confuse consumers instead of convert them.

Cost of Goods Sold

If you want to make a profit on the sale of your products, you must
charge a higher price than what it cost you to actually produce and
transport them. The cost of goods sold almost always plays an integral
role in any pricing strategy. The exception to this is if you are promot-
ing your product as a loss leader. A loss leader is a product that is
sold below cost as an incentive for consumers to purchase other prod-
ucts at normal prices. Many mobile carriers, for example, sell cell
phones at hugely discounted rates so that consumers will sign on for
one of their cell phone service packages.

I1. Look through the text again. Some words/phrases are high-
lighted. What do you think they mean? Don’t just look at the
words; look at the context and sentences surrounding them.

I11. Read the information again and prepare a brief summary
of the text.
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LET’S READ AND TALK

Activity 1.

A. Read the text about the price system and be ready to do the
assignments given after the text. After reading this article you will
learn about:

1.Meaning of Price System.

2.Working of the Price Mechanism.

Price System of an Economy: Meaning and Working

Meaning of Price System

Market is the essential ingredient of a capitalist economy required
for its efficient functioning. That is why a capitalist economy is also
called a market economy. Further, since the government does not in-
tervene, such economy is called a free enterprise economy.

In this market economy, all the decision-makers are free to make
their own choices; no one will interfere. In this pursuit of self-
interest and general good of all, every economic agent or unit (i.e.,
households and firms) is guided by a hidden hand or ‘invisible hand’.
The ‘invisible hand’ mechanism, as was called by Adam Smith, oper-
ates due to the free play of competition.

The price system is one in which all economic decisions are made
through the medium of prices which are, by nature, self- adjusting and
self-correcting—though every decision-taker acts selfishly. As there is
no central regulating authority, decisions are taken by an ‘invisible
hand’ or a price system.

Though millions of people (both households and firms) act selfish-
ly, they are led as if by an ‘invisible hand’ to achieve the best results
of the economy. The decisions of WHAT, HOW, and FOR WHOM
TO PRODUCE are determined by the demand and supply conditions
of commaodities and input services.

The price mechanism serves as a connecting or communicating
mechanism between two economic agents—households and firms of a
capitalist society.

Prices that are determined by the interaction of households and
firms in goods market and in factor market are called freely market-
determined prices as governmental control is conspicuously absent in
a market economy. Changes in prices are caused by changes in de-
mand and supply conditions.
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Working of the Price Mechanism

An economy consisting of households and firms is connected by
markets (i.e., both goods market and factor market) in which they
exchange goods and input services. For this exchange relationship,
both parties charge a price that reflects the desires of the households
and the capacities of producers.

Thus, prices act as communicating or interacting devices. Now the
price system can be the result of the behaviour of firms and the behaviour
of markets (i.e., goods market and input market). We know that there are
millions of people who make independent decisions relating to consump-
tion and production through the medium of the price system.

Firms in a market economy operate in product markets to sell their
products and in factor markets to buy or hire input services. “The
price system embraces both types of market and broadly operates so
as to ensure that resources are allocated in accordance with consumer
demand.”

Prices serve as messages to demand and production. Suppose, be-
cause of flood, the state of West Bengal experiences a fall in the out-
put of onion. This will induce people to reduce their consumption of
onion since supplies are inadequate. People may learn from the media
that this year fewer onions would be available in the market.

If the information supplied by the media does not reach all onion-
buyers of the country, how will they know it? The answer is the price
system.

Onion-buyers will find a rise in the price of onion in the markets.
The price, rather than the media, gives an effective message to buyers
and producers. Buyers are supposed to buy less of it since it is now
scarcer. Higher price of onion is an incentive to the farmers to grow
more onions next year.

This will cause profits of producers to rise. New profit acts as an
incentive to other firms to join and produce the commodity that gives
larger profits. “In this way the price system acts, as it were, like a
marvellous computer, registering people’s preferences for different
goods, transmitting these preferences to firms, moving resources to
produce the goods, and deciding who shall obtain the final products.”
(Jack Harvey: Modern Economics)

B. Work in groups. Students are divided into two groups.

Group 1: Ask students of Group 2 these questions about mean-
ing of the price system.

1. What can you tell about the essential ingredient of a capitalist
economy?
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2. Who determines the kinds of goods and services produced and
the prices of the products?

3. How does the’invisible hand’ mechanism work? Give your own
example.

4. What does the term’factor market’ or ‘input market’ mean?

5. What causes the changes in prices?

Group 2: Ask students of Group 1 these questions about work-
ing of the price mechanism.

1. How do prices act?

2. What does the term’input services’ mean?

3. What do consumption and production depend on?

4. How do consumers get information about a market situation?

5. How does the price mechanism work? Give your own example.

Words and expressions given below can be helpful to you.

to intervene — BTpydaTHCs, BUCTYNATH OCEPESTHUKOM

to interfere — BrpyuaTucs

self-interest — kopucTsb, 3uck

general good — 3arampre Omaro input services — BupoOHMUI
HOCITYTH

factor market/input market — puHok ¢akTopiB BUpOOHHIITBA

market situation — puHKOBa KOH IOHKTYpa

Activity 2.

Role-play.

It’s September now. A friend of yours and you have come to the
market place to buy some vegetables. To your surprise the prices have
considerably grown. Make up and act out the dialogue in which you
discuss the possible causes of such changes in the price.

Consider the following factors: import/export, transportation
costs, good/ bad harvest, weather, inflation, new government policy,
storage expenses, price increases/ decreases.

WRITING STRATEGIES

I. Write a brief summary of text A.

I1. Write an essay (100 — 150 words) about:

1. What is supply? How does it illustrate the price effect?

2. How do supply and demand balance the amount buyers want to
purchase with the amount sellers want to sell?
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UNIT TWO

MARKET STRUCTURES
Section | Text A. Market Structures
Section Il Text B. Types of Monopolies

Useful English  Phrases for discussion in English

LEARNING OBJECTIVES

In this unit you will practise the following skills and strategies:

¢ applying reading skills to comprehend, analyze, summarize and
interpret texts related to different types of market structures;

e identifying the main idea; reading for detail, a specific fact or
piece of information; dealing with unknown vocabulary;

e tracking cause and effect; sequence of events;

e expressing general and personal opinion; agreement and disa-
greement;

¢ evaluating information; drawing conclusions; formulating ques-
tions;

e talking about market structures, types of monopolies: giving
spontaneous and prepared monologues, dialogues, and group interac-
tion using topical vocabulary;

e summarizing, rendering and translating texts related to the issues
covered in the unit.
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LEAD-IN

1. Discuss these questions with your partner.

» What types of market structures do you know?

» Can you define market structure?

» Can you describe particular features of different market struc-
tures?

2. Comment on the following quotations about market struc-
tures. What do the authors mean? Do you agree or disagree with
them? Discuss it with your partner.

I talked about the barriers created
monopolies. 1 said that it was th

£ we couldn't do itH

» “Our role is to maintain and monitor a framework in which
fair competition can flourish.”

Arthur Levitt —

25™ Chairman of the Securities and Exchange Commission

» “Those who believe that liberal democracy and the free
market can be defended by the force of law and regulation alone,
without an internalised sense of duty and morality, are tragically
mistaken.”

Jonathan Sacks —
a British rabbi, philosopher and scholar of Judaism

» “Underlying most arguments against the free market is a
lack of belief in freedom itself.”

Milton Friedman —

an American economist

» “Saying that you are moral because you believe in a god is
like saying you are an economist because you play monopoly.”

Robert W. Cox —
a Canadian scholar of political science
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SECTION |

KEY TERMS

I. Before reading texts A and B study the key terms and their
definitions. While reading the texts, you should pay attention to
the economic and business terms. They will become the basics of
your professional vocabulary.

1. Market — punox — an arrangement that allows people to make
exchanges with one another; whenever and wherever people volun-
tarily make exchanges with one another.

2. Competition — xounxypenyis — the rivalry among buyers and
among sellers in the purchase and sale of resources and products.

3. Perfect competition — oockonana xonxypenyis — a market for
uniform products with many buyers and sellers, none of whom is able
to affect the price.

4. Market structure — punxosa cmpykmypa — the way in which
market is organized, including the concentration of suppliers or con-
sumers, the ease of entry or barriers to entry, and the competitiveness
of players in the market.

5. Monopolistic competition — morononicmuuna xonkypenyis — a
market in which many firms are selling similar but not identical products.

6. Product differentiation — oupepenyiayin (inousioyanizayis)
npooykyii — process of creating uniqueness in a product.

7. Oligopoly — onicononis — market dominated by a few large
firms.

8. Monopoly — monononis — market in which there is only one
seller.

9. Natural monopoly — npupoona monononiss — market structure
in which average costs of production are lowest when all output is
produced by a single firm.

10. Geographic monopoly — reorpadiuna morononis — market
situation where a firm has a monopoly because of its location or the
small size of the market.

11. Technological monopoly — mexnonociuna monononis —
market situation when a firm has a monopoly because it owns or con-
trols a manufacturing method, process, or other scientific advance.

12. Government monopoly — ypsoosa monononis — monopoly
created and/or owned by the government.

13. Economies of scale — exonomia 3a paxymox spocmanms
macwmabis eupobnuymea — reductions in cost resulting from large
scale production.
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14. Patent — namenm — a monopoly to use a new product or in-
vention exclusively for a period of time.

15. Copyright — asmopcweke npaso — exclusive right of authors
of original writing and artistic work to sell or reproduce their works
for their lifetime plus 50 years.

16. Franchise — ¢panwusza, niyensis — a license to operate an
individually owned business in a specific geographic area as if it were
a part of a large chain.

I1. Match the terms with their definitions.

1. Geographical
monopoly

a. a monopoly that is based on ownership or control of a
manufacturing method, process, or other scientific advance

b. factors which cause the average cost of

2. Copyright producing something to fall as output increases.

3. Monopolistic

0p c. one in which a market leader can indicate its preferred
competition

price to smaller competitors.

4, Barriers to

entry d. a monopoly that exists because of a specific location.

e. exists when products are homogeneous, and there are
a great many firms too small to have any influence on the
market price, and firms can easily enter and exit the industry

5. Market

f. meeting place or mechanism allowing buyers
and sellers of an economic product to come
together, may be local, national, regional, or global.

6. Government
monopoly

g. a concentrated market dominated by a few large

7. Technological
monopoly

suppliers. This is very frequent in manufacturing
because of economies of scale and the cost barriers of
entering an industry.

8. Competition

h. an official document showing that a person has the
exclusive right to make and sell an invention.

9. Oligopoly i. a market in a particular product in which a single
producer can fix an artificial price.

10. Natural j- an author’s legal right to publish his or her own work

monopoly and not to have it copied.
k. an industry in which the efficient existence of more
than one producer is impossible; examples include

11. Patent public utilities such as water, gas and electricity, where

it would be inefficient to have several competing
companies laying their own networks of pipes or cables.
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End of table

12. Economies

I. economic or technical factors that make it difficult or
impossible for firms to enter a market or compete with

of scale existing suppliers.

13. Market m. an element of market that denotes the ways in which

structure suppliers attempt to distinguish their own products from
those of competitors.

14. Product n. exists when many producers of slightly differentiated

differentiation marginal cost.

products are able to sell them at well above their

0. a license to trade using a brand name and paying a

15. Monopoly royalty for it
é%rrﬁsg?t(iyc[)n p. the way in which a market is organized.
17. Dominant- g. the action of companies or individuals who are trying

firm monopoly

to do better than others, to win a large share of the
marker, to control the use of resources, etc.

18. Franchise

r. a monopoly owned and operated by government.

SECTION |

PRONUNCIATION GUIDE

affect [o' fekt]

evaluate [1'valjuert]

rare [re:]

perceive [pa'siiv]

behavior [b1 hervjs]
consequently [ 'konsikw(o)ntli]
oligopoly [ vli'gop(a)li]
monopoly [ma nop(9)li]
geographical [d3i:0 grafik(o)l]
barrier [ 'bario]

copyright [ kopirart]

enhance [ ha:ns]

franchise [ 'fran(t)[a1z]
company '[kamp(a)ni]

minor [ ' mams]

unique [ju: 'ni:k]
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technological [tekno ' lod3ik(9)1]
compete [kom pi:t]

ideal [Ar'd1al]

enough [1 naf]

advertise [ advoataiz]
oligopolist [ pli'gopalist]
identical [Ar dentik(a)1]
differentiation [ diforenfi'erfn]
although [o:1'000]

require [r1 kwa1o]

feature [ 'fi:t[a]

outlaw [ 'autlo:]

scale [skeil]

characterize[ 'karaktoraiz]
convince [kon'vins]

pure [pjuo]



Read text A and be ready to complete the table with the infor-
mation from the text.

Characteristics of Market Structures

Number Influence Product Entry
of firmsin OVer price differentiati| Advertising| into Examples
industry p on market
Perfect: None
Perfect
e Many Near: Truck
competition Farming
Monopolistic -
competition Limited
: Fair
Oligopoly amount
Monopoly None
Text A

Market Structures

When economists talk about market structure they mean the way
companies compete with each other in a particular market. Let’s take
the market for pizzas, for example. There may be many thousands of
small companies all trying to win a share of the pizza market, or there
may be only one huge company that supplies all the pizzas. Market
structure, or the nature and degree of competition among firms doing
business in the same industry, is important because it affects price. In
some market structures, companies have more control over price. In
other market structures, consumers have more control over price.
Economists group firms into four different market structures that re-
flect the competitive conditions in those markets.

Perfect competition is a market structure characterized by a large
number of well-informed independent buyers and sellers who ex-
change identical products. It represents a theoretically ideal situation
that is used to evaluate other market structures. In order for a market
to have perfect competition, it needs to meet five necessary conditions
that other market structures lack.

The first condition is that there must be a large number of buyers
and sellers. The second condition is that buyers and sellers deal in
identical products. The third condition is that each buyer and seller
acts independently. The fourth condition is that buyers and sellers are
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reasonably well-informed about products and prices. And the last,
fifth condition is that buyers and sellers are free to enter into, conduct,
or get out of business. Few perfectly competitive markets exist be-
cause it is difficult to satisfy all five necessary conditions. Local vege-
table farming, sometimes called “truck” farming, comes close.

Although perfect competition is rare, it is important because econ-
omists use it to evaluate other, less competitive, market structures.
Imperfect competition is the name given to any of three market struc-
tures — monopolistic competition, oligopoly, and monopoly — that
lacks one or more of the conditions required for perfect competition.

Monopolistic competition is the market structure that has all the
conditions of perfect competition except for identical products. Under
monopolistic competition, products are generally similar and include
things such as designer clothing, cosmetics, and shoes. The monopo-
listic aspect is the seller’s ability to raise the price within the narrow
range. The competitive aspect is that if sellers raise or lower the price
enough, customers will ignore minor differences and change brands.

Monopolistic competition is characterized by product differentiation —
real or perceived differences between competing products in the same
industry. Most items produced today — from the many brands of ath-
letic footwear to personal computers — are differentiated.

To make their products stand out, monopolistic competitors try to
make consumers aware of product differences. They do this with
nonprice competition — the use of advertising, giveaways, or other
promotions designed to convince buyers that the product is somehow
unique or fundamentally better than a competitor’s.

In a monopolistic competitive industry, advertising is important.
This explains why producers of designer clothes spend so much on
advertising and promotion. If a seller can differentiate a product in the
mind of the buyer, the firm may be able to raise the price above its
competitors’ price. Because advertising is expensive, it raises the cost
of doing business for the monopolistic competitor, and hence the price
the consumer pays.

Market Structures
Perfect Competition  Monopolistic Com petition Oligopoly Monopoly |

e ——

LR S el e T sod
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Oligopoly is a market structure in which a few very large sellers
dominate the industry. The product of an oligopolist may have distinct
features, as do the many models of cars in the auto industry; or it may
be standardized, as in the steel industry. As a result, oligopoly is fur-
ther from perfect competition than monopolistic competition.

Because oligopolists are so large, whenever one firm acts, the oth-
er firms in the industry usually follow — or they run the risk of losing
customers. The tendency of

oligopolists to act together often shows up in their pricing behav-
ior, such as copying a competitor’s price reduction in order to attract
new customers. Because oligopolists usually act together when it
comes to changing prices, many firms prefer to compete on a
nonprice basis by enhancing their products with new or different
features. If an oligopolist finds a way to enhance a product, its com-
petitors are at a disadvantage for a period of time. After all, it takes
longer to develop a new physical attribute for a product than it does
to match a price cut.

At the opposite end of the spectrum from perfect competition is
monopoly. A monopoly is a market structure with only one seller of a
particular product. This situation — like that of perfect competition —
is an extreme case. In fact, any modern economy has very few, if any,
cases of pure monopoly — although the local cable TV operator or
telephone company may come close. Consequently, when people talk
about monopolies, they usually mean near-monopolies.

We have few monopolies today because people traditionally have
disliked them and have tried to outlaw them. Another reason is that
new technologies often introduce products that compete with existing
monopolies.

WORDS AND PHRASES TO BE REMEMBERED

a share — vactuHa, yacTKa

to share — ninuTHCs, PO3MOAIIATH

huge— Bennuesnmii

to supply — nocrauatu

nature and degree of competition — npupoma Ta CTymiHb KOH-
KypEeHIIii

to do business — Bectu cipaBu

to affect — BruBaT

to reflect — BinoOpakatu

identical product — oxHakoBuHi, iIEHTHYHHI TOBAp

to evaluate — ominroBatu
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in order to — s Toro, mo6

condition — ymoBa

to lack — BimuyBatu Hecrauy, OpakyBaTu

to deal in smth — TopryBaru unmoch

to deal with smth — zaiimutncst ynmocs

to enter into business — Bxoautu y 6i3Hec

to conduct business — Bectu cripaBu

to get out of business — Buxoautu 3 6i3HeCy

although — xoua

rare — piaKicHuH

to require — Bumaratu

except for — 3a BUHATKOM

to raise — migHiMaTH, MiBHILYBaTH

product differentiation — inauBinyanizauis (audepenmiais)
HPOIYKTY

to perceive — ycBimoMitoBaTH, BidyBaTu

advertising — pekiaMyBaHHs

promotion — npocyBaHHs

hence — orxe

distinct features — Bigminna puca

to run the risk — pusukysatu

behavior — moseninka

price reduction — 3HWXEHHS IIHA

to attract — npuBatGiroBaTH

to enhance — 36inbIyBaTH, OCHITIOBATH, TIOKPAIIyBaTH

attribute — BinactuBicTs, 03HaKa

to match — nporrcTaBIsTH, IMiIXOIUTH, BiAIOBIIATH, CITIBCTABISTH

consequently — B pe3ysbTarti

to outlaw — orosoiyBatu mo3a 3aKOHOM

VOCABULARY PRACTICE

I. Find in the text English equivalents for the following word
combinations. Write your own sentences using them.

PuHKOBa CTpyKTypa; MmocrayaTH; MPUPOJa Ta CTYIIHb KOHKYPCH-
uif; BecTH crpasy (2); JOCKOHAIA KOHKYPEHLst; JoOpe iHpopMoBaHi
HOKyrIHl Ta HpOI[aBLIl OOMIHIOBATHCS OJHAKOBHUMH TOBapaMI/I 3a10-
BOJIBHATH II’SITh HCO6X1I[HI/IX YMOB TOPTryBaTH YUMOCH, I[lSITI/I HE3a-
JICKHO, X04a, BUMaraTu, SHaTHICTB npoaaBust HI,I[HHTI/I I_IlHy B MEXKax
HCHIPIpOI(Ol“O ACOPTUMCHTY, KOHKYPEHTHA CTOPOHA, IHILI/IBI,Z[yaJIBaIIlH
NPOAYKIIii; T0pora pekiaMa Ta IpOCyBaHHS MPOIYKIIii; BIAMIHHI pu-
CH; OT)KE, MOHONOJICTHYHA KOHKYPCHIIS, PH3UKyBaTH; BTpadaTH
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KOHKYDEHTIB; I[IHOBa TOBEJIHKA, 3HWKEHHS IIIHW, TPHUBAOIIOBATH
HOBHIX KJIIE€HTIB; pO3pOOIISITH HOBY (Di3UYHY BIIACTHUBICTH TOBApy; CY-
yacHa €KOHOMIKa; OJITOIOis; YACTa MOHOIIONIS;, B Pe3yJIbTaTi; O3Ha-
Y4aTH, OTOJIONIYBATH 11032 3aKOHOM; BBOJIUTH HOBI TOBApH.

Il. Give Ukrainian equivalents for the following word combi-
nations.

The way companies compete; particular market; to try to win the
share of the market; to affect the price; to have more control over
price; to reflect the competitive conditions; to represent a theoretically
ideal situation; to evaluate market structure; in order to; to lack; a
large number of buyers and sellers; reasonably well-informed; to be
free to enter into; to conduct or get out of business; to satisfy all five
necessary conditions; rare; less competitive market structure; except
for; products are generally similar; to raise or lower the price enough;
to ignore minor differences; to change brands; real or perceived dif-
ferences; monopolistic competitive industry; the cost of doing busi-
ness; to spend so much on advertising and promotion; to differentiate
a product in the mind of the buyer; to dominate the industry; to be
further from perfect competition than monopolistic competition; the
other firms in the industry usually follow; tendency; to act together;
when it comes to; a nonprice basis; to enhance a product with new or
different features; to be at a disadvantage for a period of time; to take
longer; to match a price cut; an extreme case; to come close; near mo-
nopolies.

I11. The italicized words in the sentences below are found in
this unit. Study the sentences. Then identify the part of speech
and write your own definition for the word on the line provided.

EXAMPLE. Small traders cannot compete in the face of cheap for-
eign imports. compete (V) — to try to be more successful or better
than somebody else.

1. Next year we hope to have a bigger share of the market.

share ()

2. Your room is huge compared to mine.
huge ()

3. We supply Internet-based services to big businesses in Europe.
supply ()
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4. Trading has been adversely affected by the downturn in con-
sumer spending.
affect ()

5. How much you are paid reflects how important you are to the
company.
reflect ()

6. A good training programme is one of the conditions for success-
ful industry.
condition ()

7. The ingredients are identical with those of competing products.
identical ()

8. We use written tests and interviews to evaluate job candidates.
evaluate ()

9. The design meets all safety standards.
meet ()

10. It was the first time that | had conducted business in Brazil.
conduct ()

11. 1 only saw Helen on the rare occasions when | went into her
shop.
rare ()

12. We decided to take rooms in Longwood House, although we
knew we could not really afford the rent.
although ()

13. Many traders require payment by credit card.
require ()

14. Even as young woman she had been perceived as a future
chief executive.
perceive ()

15. They were well aware that the company was losing money.
aware ()
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16. This is an opportunity to enhance the reputation of the company.
enhance ()

17. The learning needs of the two groups are quite distinct from
each other.
distinct ()

IVV. Complete the table with word families.

Verb Noun Person
share shareholder
compete competition
acvertsement advertiser
promote promoter
supply

V. In each set of words, cross out the word that does not have a
similar meaning to the first. Compare your answers with another
student.

1. Share part portion dividend
2. Huge gigantic smart large

3. meet enter satisfy fulfill

4. conduct carry on do run

5. enhance improve increase deteriorate
6. raise decrease lift increase
7. lack shortage quantity scarcity
8. rare usual scarce infrequent
9. compete rival contest accord
10. require satisfy demand call for
11. include omit contain involve
12. match agree meet resemble.
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VI. You can talk about the people or organizations who buy
particular goods or services as the market for them, as in the “car
market”, “the market for financial services”, etc. Buyers and
sellers of particular goods and services in a place, or those that
might buy them, form a market.

If a company:

enters penetrates it starts selling there for the first time.

abandons gets out of

it stops selling there.
leaves

dominates a market | it is the most important company selling there.
corners monopolizes it is the only company selling there.

drives another it makes the other company leave the market,
company out of perhaps because it can no longer compete.

VII1. Choose the best word to fill each gap.

1. We are well known in America, but now we wantto ___ the Eu-
ropean market.

A compete B entrance C penetrate
2. The world’s soft drinks market is by Pepsi and Coca-Cola.
A dominated B segmented C shared

3. We were ___ out of business by the large supermarket chain.
A left B driven C abandoned

4. We bought out our only competitor so we could ___ the market

in coffee.
A corner B front C edge

5. European films do not export well: European movies barely

the US market.
A abandon B corner C penetrate

6. In the 1970s, Kodak the instant photography market, until
then by Polaroid.

A cornered B entered C left
D abandoned E dominated F penetrated
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7. The Hunt brothers tried to fix silver prices and to ___ the silver

market, __all competitors.
A corner B enter C leave
D entering E driving out F monopolizing

8. In the 1940s, MGM ___ the market on film musicals. But by the
late 1950s, Warner Bros had also started buying film rights to musi-
cals.

A abandoned B got out of C monopolized.

VIIl. Study more word combinations with “market”.

In the late 1990s, Internet use was doubling every 100 days.

growth Market growth was incredible.

Women are a particularly interesting target for the Volvo V70.

segment They are the important market segment for Volvo.

The Softco software company divides the software market
segmentation | into large companies, small companies, home office users, and
leisure users. This is its market segmentation.

MARKET

Among UK supermarkets, Tesco sells more than any of the

share other chains. It has the highest market share.

Tesco is the market leader among UK supermarkets as it

leader sells more than any of the other chains.

IX. Fill in the missing words in the sentences below. Choose
from the box.
Translate the sentences into Ukrainian.

Market segmentation; market share; market leader; market
segments; market growth

I’m Caroline and I’'m marketing manager for Crazy Cola in a coun-
try called New market. In this market, we are the (1) ___. In fact, we
have 55 per cent (2) . (3) ___ is increasing at seven to eight per
cent per year. There are two main (4) __: those who drink it in cafes,
bars and restaurants, and those who buy it to drink at home. Of course,
many users belong to both groups, but this is our (5) .
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X. Find the most appropriate word to complete the sentences.

1. ____is connected with competition. It the price.

2. A marketof _ has a number of features. There must be
many ___ companies, supplying one and the same good or providing
one and the same service; all customers and companies must have
complete ___ on the market; there must not be any ___ to new com-
panies entering the market.

3. If we speak about a __ of perfect competition, it is important
that all___ should have access to technology and resources.

4. In a market of perfect competition there are many companies,
but __ of them are able to control ___.

5. Ina___ themarket __ of one of the companies is so great that
therestare notableto .

6. As a rule, monopolies are not good for as they are price-
makers.

7. The products sold in a market of _ are not exactly the
same, so each firm can ___ or lower its price to change its sales.

8. Emphasizing distinct features of goods and ___ is referred to
as

9. There are many ways businesses try to __ customers by differ-
entiating their products.

10. Because there are only a few companies in ___, each is de-
pendent on what the others do.

11. Inamarket of ___ potential rivals are unable to ___ a market.

12. __ price competition may occur with iron ore, copper, and

even stocks and bonds traded on organized exchanges like the New
York Stock Exchange.

COMPREHENSION CHECK

Answer the following questions

1. What is a market structure?

2. Why is market structure so important?

3. How do economists group firms?

4. What is perfect competition?

5. What conditions does the market need to meet in order to have
perfect com-petition?
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6. Why is perfect competition important?

7. What is imperfect competition?

8. What differs monopolistic competition from perfect competition?
9. What is the monopolistic aspect?

10. What are product differentiation and nonprice competition?
11. What is the role of advertising in monopolistic competition?
12. What is oligopoly?

13. How do oligopolists compete?

14. What is monopoly?

READING STRATEGIES

I. Read the following text. For each gap choose the best word
A, B, or C. Make up a plan of the text. Before reading study the
following economic terms:

monopsony — a buyers’ monopoly, a situation in which there is
only one seller. oligopsony — the situation in a market where there
are only a limited number of buyers.

cartel — a group of producers or sellers who combine to avoid
competition and increase profits by fixing prices and quantities.

conglomerate — a large corporation, or a group of companies,
marketing a large number of different goods or services.

The rare situation in which all producers are too small to affect the
price is called

(1) ___. Where even one producer can affect the price of a good by
increasing or withholding output there is (2) ___ . A market with only
one producer who can fix an artificial price is called a (3) ___ . The
opposite situation, where there is only one buyer — e.g. for defence
systems — is described as 4 __

The situation where there are onIy a few sellers is called (5)
This frequently arises in manufacturing industry because of econo-
mies of scale — continuously declining unit costs as production in-
creases — and the costs barriers of entering an industry. A (6) i
where companies in the same industry collaborate by coordinating
prices, sharing out markets, etc. In many countries, including the
USA, this is illegal, under (7) ___ . The situation in which there are
only a small number of relatively large buyers in a market is (8)

Some monopolies are legal. For example, inventors are granted
(9) ___ that give them monopolistic privileges for a certain length of
time. There are also natural monopolies, such as water, gas, electricity
and telephones where it may not be economic to have a large number
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of competing companies laying cables or pipes to the same consum-
ers. Consequently, (10) __ companies such as these are frequently
granted monopolies, but with prices regulated by the government.

1. A communism B oligopoly C perfect competition
2. A capitalism B monopoly C imperfect competition
3. A competitive advantage B monopoly C monopsony

4. A nationalization B monopoly C monopsony

5. A an oligopoly B an oligopsony C a recession

6. A cartel B conglomerate C conspiracy

7. A anti-trust laws B honesty laws C trust laws

8. A a concentration B an oligopoly  C an oligopsony

9. A licenses B patents C trademarks

10. A useful B utility C utilitarian

I1. You are going to read the text about the market.

a) Brainstorm words connected with “market”.

b) Consider the questions and be ready to answer them as soon
as you read the text.

= What is a market?

= What do markets embrace?

= How can a market be defined in terms of product?

= How can a market be defined depending on transport costs,
product characteristics and buyer tastes?

= How can different transaction be conducted?

Markets

A market is an exchange mechanism that brings together sellers
and buyers of a product, factor of production or financial security.
Markets embrace a number of product, spatial and physical measure-
ments. In terms of product, a market can be defined as consisting of a
group of goods or services that are viewed as substitute products by
buyers. Thus, from a buyer’s point of view, women’s shoes and men’s
shoes would be represented as separate markets, that is, markets satis-
fying the needs of different buyers.

Spatially, a market may be local, regional, national or international
in scope, depending on such considerations as transport costs, product
characteristics and buyer tastes. For example, because of a high ratio
of transport costs to value added, cement and plasterboard markets
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tend to be localized. Likewise, Bavarian beer meets a specialized re-
gional taste, while Coca Cola, by contrast, is sold worldwide as a
global brand.

Physically, seller and buyer exchanges may be transacted in a well-
defined market place (for example, a local fish market or wool ex-
change) or in a much more amorphous way (for example, the buying
and selling of stocks and shares by telephone through international
dealing offices or the sale of goods on the Internet). Finally, in some
markets, sellers deal directly with final buyers, as in case with tele-
phone insurance and catalogue selling while in others transactions are
conducted through a chain of intermediaries such as wholesalers and
retailers, brokers and banks.

1. Mark these statements T (true) or F (false) according to
the information in the text. Find the part of the text that gives the
correct information.

a. A market is a place that brings together buyers and sellers to
exchange goods and services.

b. Markets cover a number of products, spatial and physical
dimensions.

c. Sportswear for children and sportswear for adults represent one
market because it meets the same need in sportswear.

d. Spatially, a market may be local, regional, national or interna-
tional in scope because of physical location.

e. Transactions can be conducted in different ways.

IV. a) Read the following text and write short headings for
each paragraph.

1.

In most markets there is a definite market leader: the firm with the
largest market share. This is often the first company to have entered
the field, or at least the first to have succeeded in it. The market leader
is frequently able to lead other firms in the introduction of new prod-
ucts, in price changes, in the level or intensity of promotions, and so on.

2.

Market leaders usually want to increase their market share even
further, or at least to protect their current market share. One way to
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do this is to find ways to increase the size of the entire market.
Contrary to a common belief, wholly dominating a market, or hav-
ing a monopoly, is seldom an advantage: competitors expand mar-
kets and find new uses and users for products, which enriches eve-
ryone in the field, but the market leader more than its competitors.
A market can also be expanded by stimulating more usage: for ex-
ample, many households no longer have only one radio or DVD
player, but perhaps one in each room, one in the car, plus a
minidisk or a Walkman or two.

3.

In many markets, there is often a distinct market challenger, with
the second-largest market share. In the car hire business, the challeng-
er actually advertises this fact: for many years Avis used the slogan
“We’re number two. We try harder”. Market challengers can either
attempt to attack the leader, or to increase their market share by at-
tacking various market followers.

4,

The majority of companies in any industry are merely market fol-
lowers which present no threat to the leader. Many market followers
concentrate on market segmentation: finding a profitable niche in the
market that is not satisfied by other goods or services, and that offers
growth potential or gives the company a differential advantage be-
cause of its specific competencies.

5.

A market follower which does not establish its own niche is in a
vulnerable position: if its product does not have a “unique selling po-
sition” there is no reason for anyone to buy it. In fact, in most estab-
lished industries, there is only room for two or three major companies:
think of soft drinks, soap and washing powders, jeans, sports shoes,
and so on. Although small companies are generally flexible, and can
quickly respond to market conditions, their narrow range of customers
causes problematic fluctuations in turnover and profit. Furthermore,
they are vulnerable in a recession when, largely for psychological
reasons, distributors, retailers and customers all prefer to buy from
big, well-known suppliers.
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V. Which of the following three paragraphs most accurately
summarize the text, and what is wrong with others?

First summary:

In most markets there is a definite market leader, with the largest
market share, which frequently helps other firms to introduce new
products. In many cases, there is also a market challenger, which
wants to replace the leader, and various market followers, which seek
out particular niches that do not interest the leader. Other followers
merely imitate the products of larger companies, but this is a danger-
ous strategy during recessions.

Second summary:

In most markets there is a leader that strongly influences other
firms in the introduction of new products, price changes, promotions,
and so on. There is frequently also a market challenger, with the sec-
ond-largest market share, which can attempt to increase its market
share by attacking either the leader or some market followers. Market
followers often concentrate on profitable niche products that are in
some way differentiated from the products of larger companies.

Third summary:

The first company in a particular market nearly always becomes
the market leader, a position it will try to keep by regularly attacking
distinct market challengers and followers. Most followers can either
concentrate on small market segments or niches, or follow the safer
strategy of imitating the leader’s products.

¢) Find words in the text which mean the following.

1. a company’s sales expressed as a percentage of the total market

2. short-term tactics designed to stimulate stronger sales of a product

3. the situation in which there is only one seller of a product

4. companies offering similar goods or services to the same set of
customers

5. a short and easily memorized phrase used in advertising

6. the division of a market into submarkets according to the needs
or buying habits of different groups of potential customers

7. a small and specific market segment

8. a factor which makes you superior to competitors in a certain
respect

9. a business’s total sales revenue

10. a period during which an economy is working below its potential.
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V1. Scan the text. Entitle it and prepare a brief summary of the
text.

Bill Gates (1955 — ) co-founder and chairman of Microsoft
Corporation ranked the richest man in the world for 12 years in
a row.

Bill Gates was not the first computer geek, but he was probably
the most passionate. In high school, he designed a class-scheduling
program so that he could take courses with the prettiest girls in his
school. He also started Traf-O-Data, a computer traffic analysis
company. At Harvard University, he and his friend Paul Allen
wrote an operating system language that they licensed to a comput-
er manufacturer. With this early success, at age 19 Gates dropped
out of Harvard and, with Allen, established Microsoft Corporation
in 1975.

Five years later, computer industry giant IBM asked Gates to de-
velop an operating system for its new personal computer. Gates modi-
fied a system he had bought from a small company and called it MS-
DOS, for Microsoft Disk Operating System. Gates decided to license
rather than sell it to IBM. This allowed him to market MS-DOS to
other companies. By 1993 Microsoft’s Windows operating system ran
nearly 90 percent of the world’s PC’s.

Much of Gates’ success came from understanding the needs of av-
erage computer users. His software encompasses a range of programs
integrated to work together seamlessly for everyday users and busi-
nesses. Gates made sure that all programs were written to be user-
friendly to make computing fun. As a result, computers became acces-
sible to non-techies worldwide.

Gates is also known for his business stance. “He expects energy
and commitment from his employees”, said one Microsoft employee.
“He insists on a thoughtful, thorough, complete analysis”. Even Gates
admits his tenacity. “In the early days, I liked to review every line of
code, to interview every job applicant,” he said. “I’ve had to lighten
up in both of those areas”. Analyzing. What characteristics made
Gates a successful entrepreneur?

VII. Predicting Consequences. How might the Microsoft story
have been different if Gates had sold MS-DOS to IBM rather than
licensing it?
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TRANSLATION PRACTICE

Translate into English.

1. PunkoBa CTpyKTypa — II¢ IPUpOa Ta CTYIIIHb KOHKYPEHIIIT ce-
pen hipm, sIKi IPAIIOIOTh B OJIHIN Tamy3i.

2. Pi3Hi xommaHii 3aiiMarOTh pi3HE MICIlc Ha PUHKY, THM CaMUM
MO-pi3HOMY BILTMBAIOYH Ha uiHy

3. JlockoHala KOHKYpPEHLliss — Le PUHKOBA CTPYKTYpa, sKa JyxKe
piako 3yCTp1‘{a€TBC$I ayie € TyKe BaKIUBOIO, OCKIJIBKA €KOHOMICTH
BUKOPHUCTOBYIOTb 11 1715 OL[IHIOBAHHS 1HITUX PUHKOBHX CTPYKTYP.

4. JlockoHalla KOHKYPEHLIs XapaKTepU3yeTbCs BEIHMKOK Kislb-
KICTIO HE3aJIC)KHUX IOKYIUIB Ta MPOAABLIB, sKi J0Ope 1HpOpMOBaHi
PO PHHKOBY CUTYaLlisl Ta MAKOTh CIIPABY 3 OJHAKOBOKO HPOYKLIEIO.

5. MOHOMOMICTHYHA KOHKY PCHIIIs XapaKTePU3y€eThCs iHauMBiyai-
3alli€f0 NPO-AyKLUii, TOGTO ypi3SHOMAHITHIOIOYH CBIif TOBap IPOJaBLi
HaMararThCs 3aTy-4YUTH OUIbIIE MOKYIIIB.

6. CioxxuBavi CIUIa4ylOTh OLbIIE KOIITIB 33 TOBAap, OCKUIBKH
BapTICTh PEKJIaMH BKJIFOUAETHCS 10 LIHUA MPOAYKIIIi.

7. Omirormostiss — II¢ PUHKOBA CTPYKTYpa, B SKil HEBEJIUKA Killb-
KiCTb BHPOOHHKIB TMEPEeBAXKAIOTh HA PUHKY Ta BCTAHOBIIOIOTH iHy
BUPOOJICHOT MPOIYKILii.

8. Omnak 6araro OJIroIoJiCTIB HAMaraloThCs KOHKYpyBaTH HE Ha
I[IHOBIM OCHOBi, a 3MIHIOIOYM XapaKTEPUCTHUKU CBOTO TOBApYy, THUM
CaMUM BUIEPEDKYIOYH KOHKYPEHTIB.

9. MoHomnoist — 1€ pUHKOBA CUTYAIlis JIUIIE 3 OJJHUM MPOIaBLIEM
MIEBHOTO TOBApYy.

SECTION Il

I. Read text B and be ready to describe different types of mo-
nopolies.

Text B

Types of Monopolies
Sometimes the nature of a product or service dictates that society
would be served best by a monopoly. A natural monopoly — a market

situation where the costs of production are minimized by having a
single firm produce the product — is one such case.
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Natural monopolies often can provide services more cheaply than
several competing firms could. For example, two or more competing
telephone companies serving the same area would be inefficient if
each company needed its own telephone poles and lines. Public utility
companies fall into this category because it would be wasteful to du-
plicate the network of pipes and wires that distribute water, gas, and
electricity throughout a city. To avoid these problems, the government
often gives a public utility company a franchise — the exclusive right
to do business in a certain area without competition. By accepting
such franchises, the companies also accept a certain amount of gov-
ernment regulation.

The justification for the natural monopoly is that a larger firm can of-
ten use its personnel, equipment, and plant more efficiently. This results
in economies of scale, a situation in which the average cost of production
falls as the firm gets larger. When this happens, it makes sense for the
firm to be as large as is necessary to lower its production costs.

Sometimes a monopoly exists because of a specific location. A
drugstore operating in a town too small to support two or more such
businesses becomes a geographical monopoly. This a monopoly based
on the absence of other sellers in a certain geographic area. Similarly,
the owner of the only gas station on a lonely highway also has a type
of geographic monopoly.

A technological monopoly is a monopoly that is based on owner-
ship or control of a manufacturing method, process, or other scientific
advance. The government may grant a patent — an exclusive right to
manufacture, use, or sell any new and useful invention for a specific
period — to the inventor. Inventions are covered for 20 years; howev-
er, a product’s design can be patented for shorter periods, after which
it becomes public property available for the benefit of all. Art and
literary works are protected through a copyright — the exclusive right
of authors or artists to publish, sell, reproduce their work for their
lifetime plus 50 years.

Still another kind of monopoly is the government monopoly — a
monopoly owned and operated by the government. Government mo-
nopolies are found at two levels of government — national and local.
In most cases they involve products or services that private industry
cannot adequately supply.

Many towns and cities have monopolies that oversee water use.
Some states in the USA control alcoholic beverages by requiring that
they be sold only through state stores. The government controls the
processing of weapons-grade uranium for military and national securi-
ty purposes.
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WORDS AND PHRASES TO BE REMEMBERED

costs of production — ButpaT BUpOOHHUIITBA

to provide smb with smth — 3a6e3ne4yyBaTt KOroch YMMOCH

inefficient — HeedekTUBHUIA, HEMPOLYKTUBHUI

public utility — xoMyHanpHe TiAIPUEMCTBO

to fall into a category — migmagaru mig KaTeropito

wasteful — mapHoTpaTHUit

to duplicate — nyGroBaTH, TOBOOBATH

network of pipes and wires — mepexa TpyOOIpPOBOAIB Ta MPoO-
BOJIIB

to distribute — posnoainsaTu

to avoid — 3amoGirartu

franchise — ¢paniusa, minensis

to accept — nmpuiimaTtn

justification — oGrpyHTyBaHHS, IPaBOMIPHICTb

to exist — icuyBaTu

drugstore — anreka

to support — miaTpumyBaTH

to grant — HamaBatu, 1O3BOJISITU

invention — BuHaxizg

however — oxnax

benefit — xopucts, BUroaa, mepesara

to involve — BkitouaTH, 3aIy4aTH

1o oversee — HarmA1aTH, KOHTPOJIIOBATH

security — 6e3neka

puUrpose — mera

VOCABULARY PRACTICE

I. Find in the text English equivalents for the following word
combinations. Write your own sentences using them.

lpuponxa MOHoOIONIS; BUTPATH BUPOOHHMITBA; €AuHa (ipMa; 3a-
6e3nequaTH OCIIyraMH JCLICBIIE HIXK, KOHKyponql ¢bipmu; Hempo-
TYKTUBHUM; KOMYHaJIbHI TANPUEMCTBA; pO3l‘IOI[1J'I$ITI/I BO/Yy, ra3 Ta
€JIEKTPHUKY; EKCKIIO3MBHE MPaBO; €KOHOMIsl 3a PaxyHOK MaciTaliB
BUPOOHUIITBA; OCOOJIMBE PO3MIIIICHHS, anTeKa; reorpagivHa MOHOIIO-
JIisi; BIICYTHICTD 1HIIUX MPOJABIIIB; TAK CaMO; TEXHOJIOTIYHA MOHOTIO-
JIisl; HaJaBaTH MATCHT; KOPUCHUI BUHAXIJl; HASSBHHIA; KOPUCTh; aBTOP-
CBhKE TIPaBO; yPsAI0Ba MOHOIIOIIS; 3 METOKO HAIlIOHAIBHOT O€3IeKH.
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Il. Give Ukrainian equivalents for the following word combi-
nations.

To fall into the category; wasteful; to duplicate the network of
pipes and wires; to avoid problems; to give a franchise; to accept a
certain amount of government regulation; justification; the average
cost of production; to lower production costs; to support business;
ownership or control of a manufacturing method; scientific advance;
however; public property; national and local government; to involve
products or services; adequately; to oversee water use.

1. Fill in the missing words in the sentences below. Choose
from the box. Translate the sentences into Ukrainian.

property right; competition; trademarks; natural; copyright;
government license; patents

1. Traditionally, economists have thought of telephone, electric,
and water companies as ___monopolies.

2. Without ___ driving costs and prices down, output under mo-
nopolies tends to be less and prices are higher than they are under
pure price competition.

3. Another type of legal monopoly isa ___ that grants a par-
ticular business the right to operate without direct competition.

4. The federal government grants ___ to cover new products and
processes.

5. A patent gives the inventor the private ___ to a new prod-
uct or idea for 17 years.

6. The government gives the authors of original writing and artis-

tic work a ___ — the exclusive right to sell, reproduce, or distribute
their works.
7. are special designs, names, or symbols that identify a prod-

uct, service, or company.

COMPREHENSION CHECK

Now read the text again and answer the following questions.
Compare your answers with another student and discuss any dif-
ferences. Make sure you can refer to a particular phrase or sen-
tence from the text for each answer.

1. What is a natural monopoly?
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2. Why can natural monopolies provide services cheaply than sev-
eral competing firms could?

3. What is a franchise?

4. What results in economies of scale and what situation is called
economies of scale?

5. What are the examples of geographic monopoly?

6. What is a technological monopoly?

7. What is the difference between a patent and a copyright?

8. What is government monopoly? Give examples where govern-
ment monopolies can be found.

READING STRATEGIES

I. Read the text “Types of Market Failures” and be ready to
do the assignments after the text.

Types of Market Failures

Unfortunately markets sometimes fail. A market failure occurs
whenever one of the conditions necessary for competitive markets
does not exist. As you will learn, five main causes of market failures
exist.

Inadequate Competition

Over time, mergers and acquisitions result in larger and fewer
firms dominating various industries. The decrease in competition
tends to reduce the efficient use of scarce resources — resources that
could be put to other, more productive uses if they are available. Inad-
equate competition can occur on both the demand and supply sides of
the market. If we consider the supply side of the market, there is no
competition when a monopolist dominates. In an oligopolistic market,
the temptation to collude is strong. If we look at the demand side of
the market, there is little or no competition if the government is the
only buyer for space shuttles, hydroelectric dams, super computers,
M-1 tanks, or high-technology fighter jets.

A firm that does not face adequate competition could easily spend
its profits on huge salaries and bonuses, executive jets, country club
memberships, and generous retirement plans. This is one of the rea-
sons that public utilities such as electricity are regulated by the gov-
ernment — to make sure that the firms do not use their monopoly
status to waste or abuse resources. Inadequate competition also may
enable a business to influence politicians in order to get special treat-
ment that enriches its managers and owners.
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Inadequate information

If resources are to be allocated efficiently, everyone — consumers,
businesspeople, and government officials — must have adequate in-
formation about market conditions. A secretary or an accountant may
receive a competitive wage in the automobile industry, but wages for
the same skills might be higher in the insurance or banking industry.
The consequences of inadequate information may not always be imme-
diate visible, but in the long run it will put a slow drain on the economy,
lowering the rate of growth and the overall standard of living.

Resource Immobility

A difficult problem in any economy is that of resource immobility.
This means that land, capital, labour, and entrepreneurs do not move
to markets where returns are the highest. Instead they tend to stay, put
and sometimes remain unemployed. What happens, for example,
when a large auto assembly plant closes, leaving hundreds of workers
without employment? Certainly some workers can find jobs in other
industries, but not all can. Some of the newly unemployed may not be
able to sell their homes. Others may not want to move away from
friends and relatives to find new jobs in other cities.

Public Goods

Another form of market failure shows up in the form of public
goods. Public goods are products that are collectively consumed by
everyone. Their use by one individual does not diminish the satisfac-
tion or value available to others. Examples of public goods are un-
crowded highways, flood-control measures, national defence, and
police and fire protection. When left to itself, the market either does
not supply these items at all, or it supplies them inadequately. This is
because a market economy produces only those items that can be
withheld if people refuse to pay for them. It would be difficult, for
example, to deny one person the benefits of national defences while
supplying it to others. Because it is so difficult to have all individuals
pay for their fair share of a public good, private markets produce too
few of them.

Externalities

Many activities generate some kind of externality, or unintended
side effect that either benefits or harms a third party not involved in
the activity that caused it. A negative externality is the harm, cost, or
inconvenience suffered by a third party because of actions by others.
The classic case of a negative externality is the noise and inconven-
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ience some people suffer when an airport expands. A positive exter-
nality is a benefit someone receives who was not involved in the
activity that generated the benefit. For example, people living on the
other side of town may benefit from the additional jobs generated by
the airport expansion, or a nearby restaurant may sell more meals and
hire more workers. Externalities are market failures because their
costs and benefits are not reflected in the market prices that buyers
and sellers pay. For example, airlines do not compensate homeowners
for the diminished value of properties located near a new runaway
extension. Nor does a restaurant owner share any additional profits
with the airport. As a result, the prices that travellers pay for air travel
will not reflect the external costs and benefits that an airport expan-
sion generates.

Understanding main points of the text.

A. Mark these statements T (true) or F (false) according to the
information in the text. Find the part of the text that gives the
correct information.

1. Traditionally, there are six main causes of market failures.

2. The increase in competition tends to reduce the efficient use of
scarce resources.

3. There is no competition when a monopolist dominates.

4. Adequate competition also may enable a business to influence
politicians in order to get special treatment that enriches its managers
and owners.

5. Availability of adequate information about market conditions
leads to the efficient allocation of resources.

6. Everyone can see the effects of inadequate information immedi-
ately.

7. Resource immobility deals with factors of production.

8. Public goods are produced by private firms.

9. Public goods can be used by any consumer.

10. There are three types of externalities.

11. Externalities are market failures because their costs and bene-
fits are reflected in the market prices that buyers and sellers pay.

B. Understanding details of the text.

a. What exactly do the authors mean speaking about a concept of
“inadequate competition”?

b. Explain the meaning of “public goods™ and “externalities”.
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I1. You are going to read the text “Dealing with externalities'.
Be ready to do the following assignments.

Pre-reading tasks

A. Use a graphic organizer like the one below to identify and
describe both types of externalities.

EXTERNALITIES

Positive: Negative:

Identify a situation in your community that resulted in a nega-
tive externality.

How would you advise the government to reduce these nega-
tive effects?

B. Now read the text “Dealing with externalities” and answer
the following questions:

1. How can the government correct negative externalities?

2. If externalities are positive, why should they be corrected?

3. The problem with externalities is that they distort the decisions
made by consumers and producers. Overall this makes the economy
less efficient.

Correcting negative externalities

A classic example of pollution sheds some light on the distortions
caused by negative externalities. Firms historically located near rivers
because transportation was convenient. However, the firms also used
the rivers as a giant waste disposal system, which helped keep their
production cost low. This led to lower market prices for the final
product, and consumers were able to buy more. The negative external-
ity of pollution generated several problems. Firms had the incentive to
pollute because it was the most profitable way to produce. The low
prices also encouraged more sales, and hence more pollution. Finally,
people living downstream from the polluting firms were, in effect,
paying for some of the production costs even if they did not necessari-
ly buy the products. Suppose the government decided to force the
firms to clean up their pollution by putting a $1 “pollution tax” on
every unit of output sold. The tax would help alleviate pollution prob-
lems. First, all firms would have less incentive to pollute because the
tax drivers up the price of their products. Second, higher prices would
reduce the quantity demanded, so firms would produce less and there-
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fore generate less pollution. Third, the people living downstream of
the effected rivers would face less pollution.

Correcting Positive Externalities

Externalities can be positive as well as negative. Yet even when
externalities are positive, so that uninvolved third parties experience
beneficial side effects, distortions can occur. A classic example is
education. We know that people generally earn more when they have
more education. In addition, a community with well-educated work-
force will attract more industry, have more economic development,
and enjoy higher standard of living. For these and other reasons, it
makes sense for the government to subsidize the cost of public educa-
tion. This exactly what happens when local governments pay for the
cost of primary and secondary public education. When it comes to the
higher education offered by state universities, however, state govern-
ments only pay for part of the cost, leaving students to pick up the rest
in the form of tuition payments. Given education’s value to the com-
munity, many experts feel that the government subsidies should be
larger than they are. This is expensive, however, so government tends
to underfund higher education even though more subsidies are war-
ranted.

I11. Read the following information and prepare a brief sum-
mary of the text.

When Business Merge

Business firms expand in one of two ways — internally or exter-
nally. Firms that grow internally expand their activities by adding
facilities, equipment, and personnel based on current or predicted de-
mand. Those that grow externally acquire other companies through
“mergers”.

A merger results when one business buys another. Following the
merger, the acquired firm is either dissolved or becomes a division of
the new firm.

Mergers take place for various reasons. Some companies buy oth-
ers to add new products, to gain access to established markets, and/or
to diversify their business, thereby “spreading the risk”. Some want
the benefits of increased size. Some merge to eliminate a competitor.
Others think they can manage the absorbed company more efficiently,
and still others wish to reduce costs by acquiring assets like marketing
or transportation facilities. In 1995, for example, Walt Disney Com-
pany bought Capital Cities/ABC, a television network, because it
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wanted to own a broadcasting system to distribute its films and other
forms of entertainment. In January 2000, America Online (AOL)
bought Time Warner to increase its multimedia market share.

Mergers fall into three categories: vertical, horizontal, or cong-
lomerate.

Vertical Mergers

Disney’s merger with Capital Cities/ABC illustrates a vertical
merger. This is a combination of two or more companies involved in
different steps of a production process. Disney was a producer of en-
tertainment content, while Capital Cities/ABC was a distributor.

Horizontal Mergers

The combination of two or more companies engaged in the same
business is a horizontal merger. In 1999, for example, Wells Fargo
and Norwest Banks announced a merger. Horizontal mergers can in-
crease an industry’s concentration ratio by eliminating a competitor.

Conglomerate Mergers

A conglomerate merger combines two or more unrelated business-
es under single management. Examples of conglomerate mergers in-
clude Liggett & Meyers, a cigarette manufacture, merging with Alpo,
the dog food company. General Mills, which markets breakfast cere-
als and other food products, also owns lIzod Lacoste clothing, Lark
Luggage, and Parker Brothers.

Some companies also establish joint ventures with other compa-
nies. In a joint venture two companies keep their independence while
cooperating on a particular project. Toyota and general motors, for
example, teamed up to produce the Geo. Joint ventures allow compa-
nies to combine resources without experiencing many of the problems
of mergers.

IV. Scan the article for the answers to the following questions.

1. Why is the government involved in economic affairs?

2. What are two ways to maintain competitive markets?

3. Why do governments regulate monopolistic cable companies
and not prohibit them?

4. What two economic failures that interfere with competitive
markets does the government correct?

5. Why is the USA considered to have a modified free enterprise
economy?
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The Role of Government

We know that resources are scarce, and because of scarce re-
sources we have to make careful choices if we are to satisfy our many
wants and needs. We also know that competitive markets are one of
the best ways to make this happen. At the same time, markets can fail.
When they do, the government can step in and fix the problem.

MAINTAIN COMPETITION

There are two ways that government can maintain competitive
markets. One is by prohibiting market structures that are not competi-
tive. The other is by regulating markets where full competition is not
possible.

Antitrust Legislation. In the late 1800s, the United States passed
laws to restrict monopolies and trusts — combinations of firms de-
signed to restrict competition or control prices in a particular industry.
Since then, several laws have been passed that allow the government
to either prevent or break up monopolies and trusts, thus preventing
market failures due to inadequate competition.

Government Regulation. Not all monopolies are bad, and for that
reason not all should be broken up. In the case of a natural monopoly,
it makes sense to let the firm expand to take advantage of lower pro-
duction costs, and then regulate its activities so that it cannot take
advantage of the consumer. Local and state governments regulate
many monopolies, such as cable television companies, and water and
electric utilities.

IMPROVE ECONOMIC EFFICIENCY

The government has the ability to correct two market failures that
interfere with competitive markets: inadequate information and public
goods.

Promote Transparency. Efficient and competitive markets need
adequate information. Transparency is a term used to indicate that
information and actions are not hidden and instead are easily available
for review.

Public disclosure, the requirement that businesses reveal certain
information to the public, is an important way to do this. Most gov-
ernment documents, studies, and reports are now available on the
Internet.

Provide Public Goods. A free enterprise economy does not pro-
vide public goods in sufficient quantity because such efforts usually
do not result in direct financial gain. This means that many of the
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things society values — good roads and highways, museums and li-
braries, and education — must be provided by government.

Public goods are important because they make the economy more
productive. For example, businesses need reliable transportation so
that they can move their raw materials and final products. In addition,
their employees need to be able to easily commute to and from work.

So because the government is involved in certain aspects of our
economy, it is a modified version of free enterprise.

V. Read the article carefully and complete the exercise that
follows.

Use a graphic organizer similar to the one bellow to identify
how the federal government can maintain competition and im-
prove economic efficiency.

Action Purpose

Antitrust legislation

SPEAKING STRATEGIES

USEFUL ENGLISH
Phrases for discussion in English

1. Introduction
Let's begin/start with ...

2. What you think about somebody/something

As far as I'm concerned ... I think ...

In my opinion ... As far as | know ...

In my view ... | don't think ...

| don't believe that ... Well, if you ask me ...

If you want my honest opinion ... I've never come across the idea that ...

3. How to agree/disagree

I must admit that ... | totally/fully/partly agree.
| agree/don't agree with you ...I believe/don't believe ...
I'm convinced that ... The way I see it ...
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It seems to me that ... I wouldn't say that ...

I don't think so... You're right up to a point.

You could be right... That can't be right.

I don't agree at all... As a matter of fact, ...

That's right/wrong. Exactly.

| can understand ... It's hard to say.

It's a fact that ... However, ...

That's why ..John likes computers. — So do I. Ann doesn't like

mobiles. — Neither do I.

4. Asking for clarification

What do you think? What's your opinion?
Would you like to say something? What do you mean?
What are your ideas? What are you trying to say?

5. How to interrupt politely
I'msorry, but...  Can/May | add something?  Sorry to
interrupt, but ...

6. Other opinions

On the one hand ... on the other hand They claim that ...

They also say ... Opinion among teachers is that ...
That's a matter of opinion.

7. Phrases to keep a discussion going
Let'sget backto... Aswe just heard ... Where were we?

Activity 1
Review the main ideas.

Useful English section given above can be helpful to you.

1. Explain why perfect competition is a theoretical situation.

2. Describe the four types of monopolies by using a graphic organ-
izer similar to the one below.

Type of Monopoly Description
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1. Explain what happens when markets do not have enough com-
petition.

2. Describe what is meant by externality.

3. Explain why public sector is reluctant to produce public goods.

4. ldentify the purpose of antitrust legislation.

5. Explain why markets need both adequate competition and ade-
quate information.

6. List and explain reasons why markets fail.

7. Explain why the government is involved in economic affairs.

Activity 2
Assignments for discussion.

1. Describe some of the positive and negative externalities that
could result from the closing of a military base.

2. Under what circumstances would a private firm be willing to
build private toll roads?

3. If Americans traditionally dislike monopolies, why do some
monopolies exist today? What type of monopolies are they, and what
are their characteristics?

4. Identify at least two instances where you have personally bene-
fited from government regulations. Explain the benefits.

5. Search your local newspaper for local clothing store ads. You
should find at least two different ads. Describe how the advertise-
ments succeed or fail to differentiate the products.

WRITING STRATEGIES

I. Write a brief summary of text A.

1. Write an essay (100 — 150 words) about:

1. Which characteristics of firms selling designer clothing are mo-
nopolistic? Which are competitive? Write an essay explaining your
answer.

2. ldentify a situation in your community that resulted in a nega-
tive externality. How would you advise the government to reduce
these negative effects? Write an essay outlining your suggestions.

3. To what extend do you think the government should be
involved in the free enterprise economy? Defend your answer.
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SELF-ASSESSMENT QUESTIONS
I. Complete the words below to match the following meaning.

A special right given to an inventor to be the only person

L to make and sell a machine or process. p....t
The situation in the market in which there is only one
2. | seller of a commodity. m...... y
Laws which make it illegal to form large combinations of
existing commercial and industrial organizations or any a t
3. |new concerns having the effect of setting up monopolies| "
" | which kill healthy competition.
A legal right, possessed by no one else, of publishing or l.s
4 reproducing a literary, artistic or musical work, and of c ¢
" | preventing anyone else from doingso. | T
5. |Rivalry between business concerns in the same market. Covrrnenns n
6 The amount of money for which an article or commaodity R
" | can be bought or sold. P
7. | A person whose wants are satisfied by producers. Couinnn r
8 A state of competition in which the price of a good is the p.....t
" | same throughout the market. Coverrnnn. n
9. | A person who purchase, as opposite to one who sells. b...r
10 A state of competition in a market in which there is nei- Looeeene t
" | ther pure competition nor pure monopoly. Coverrnnn. n
1 Making one’s product as different as possible from its p....t
" | competitors. d.......... n
12 Production of useful goods by the organized use of capi- ;
“|taland labour. e y
13 Making a product or service known to the public in order
. ¥ F: PP g
to sell it.
14. | Rival in business. Covernnnn r
15 A market in which there are only a few sellers. o
" | A monopoly that exists because the entire demand fora |  “ y
16 product can be supplied by one producer producing on n....1
" | the smallest scale that is commercially possible. m....... y
17 A special mark that is placed on a particular brand of article t K
" | to distinguish it from similar goods sold by other producers. | <t
18 A state of competition in a market in which there are only a m....... c
" | few producers who can force buyers to accept their price. Covernnn n
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I1. Choose the correct variant.

1. Economists generally agree that there are ... major degrees
of competition resulting in different market structures.

A. three B. five

C. four D. six

2. Monopoly is a market in which there is ... seller.
A. alot of B. only one

C. great many D. afew

3. The laws of supply and demand operate only under condi-
tions of ... .

A. monopoly B. oligopoly

C. perfect competition D. monopolistic competition

4. There are no barriers to enter or exit the market in the ... .
A. monopoly B. oligopoly

C. perfect competition D. monopolistic competition

5. In a ... a large number of firms produce similar but not
identical products.

A. monopoly B. oligopoly

C. perfect competition D. monopolistic competition

6. The process of creating ... in products is known as product
differentiation.

A. similarity B. uniqueness

C.difference D. loyalty

7. A limited number of leading firms produce a particular
brand product in the ... .

A. monopoly B. oligopoly

C.perfect competition D. monopolistic competition

8....is defined as a single firm producing a product, for which
there are no close substitutes.

A.monopoly B. oligopoly

C.perfect competition D. monopolistic competition
9. ...is a market dominated by a few large suppliers.

A. monopoly B. oligopoly

C. perfect competition D. monopolistic competition
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10. Competing firms are unable to enter the market where a ...
exists.

A. monopoly B. oligopoly

C. perfect competition D. monopolistic competition

11. Marketis an actual or nominal place where forces of de-
mand and supply operate, and where buyers and sellers ... .

A. buy B. sell

C. interact D. supply

12. In most economic systems consumers and producers ex-
change their goods and services in many ... markets.

A. various B. different

C. open D. competitive

13. The laws of supply and ... operate only under conditions of
perfect competition.

A. demand B. price

C. quantity demanded D. quantity supplied

14. Perfect competition and perfect competitive markets exist
in ... businesses and industries.

A. many B. afew

C. different D. various

15. The market structure called by many economists as ...
competition consists of industries and markets that fall in between
two extremes of perfect competition and pure monopoly.

A. perfect B. imperfect

C. pure D. monopolistic
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UNIT THREE
MONEY AND FINANCIAL INSTITUTIONS

Section | Text A. The Evolution of Money
Section Il Text B The Functions and Characteristics of Money
Section Ill Text C. Cryptocurrency

Section IV Text D. Types of Financial Institutions and Their
Roles

Useful English Expressing General/Personal Opinion
Expressing Agreement/Disagreement

LEARNING OBJECTIVES

In this unit you will practise the following skills and strategies:

o applying reading skills to comprehend, analyze, summarize and
interpret texts related to money and financial institutions;

¢ identifying the main idea; reading for details, specific facts or
pieces of information; dealing with unknown vocabulary;

e expressing general and personal opinion; agreement and disa-
greement;

¢ evaluating information; drawing conclusions; formulating ques-
tions;

¢ talking about money and financial institutions: giving spontane-
ous and prepared monologues, dialogues, and group interaction using
topical vocabulary;

e summarizing, rendering and translating texts related to the
issues covered in the unit.
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LEAD-IN

1. Discuss these questions with your partner.

» What is money?

» Can anything be used as money?

» Could stones and leaves be used instead of coins and notes?

2. Comment on the following quotations about money. What do
the authors mean? Do you agree or disagree with them? Discuss it
with your partner.

Nowadays people know
the price of everything and
the value of nothing.

Oscar Wilde
(1854-1900)

» “A wise person should have money in their head, but not in
their heart”.

Jonathan Swift (1667-1745) — Anglo-Irish writer,

the author of the classic Gulliver’s Travels

» “An investment in knowled%e pays the best interest.”
Benjamin Franklin (*1706-1790) — inventor, politician,
one of the Founding Fathers of the United States

» “I’d like to live as a poor man with lots of money.”
Pablo Picasso Pablo (1881-1973),
Spanish painter, co-founding the Cubist movement

» “Never spend your money before you have it.”
Thomas Jefferson (1743-1826) — the third President of the USA,
one of the Founding Fathers of the USA ,
principal author of the Declaration of Independence

» “We make a living by what we get, but we make a life by
what we give.”

Winston Churchill (1874-1965),

the Prime Minister of the United Kingdom

97


https://en.wikipedia.org/wiki/Founding_Fathers_of_the_United_States
https://en.wikipedia.org/wiki/Cubist
https://en.wikipedia.org/wiki/President_of_the_United_States
https://en.wikipedia.org/wiki/Founding_Fathers_of_the_United_States
https://en.wikipedia.org/wiki/Founding_Fathers_of_the_United_States
https://en.wikipedia.org/wiki/United_States_Declaration_of_Independence
https://en.wikipedia.org/wiki/Prime_Minister_of_the_United_Kingdom
https://www.google.ru/imgres?imgurl=http://www.soccerwidow.com/wp-content/uploads/2014/01/Nowadays-people-know-price-of-everything-and-value-of-nothing-oscar-wilde.jpg&imgrefurl=http://www.soccerwidow.com/enlightenment/quotes-quotations/money-quotes/top-50-value-quotes-investment-money/&h=220&w=600&tbnid=kZsJdE3t5gYyBM:&docid=aLsPE_IsOXmt_M&ei=qdSXVoTqKOvXygOepKroAQ&tbm=isch&ved=0ahUKEwjE4ueF5KnKAhXrq3IKHR6SCh0QMwhQ

» “No wealth can ever make a bad man at peace with him-
self.”

Plato/ plertou! (1IV century BC) — Greek philosopher

the student of Socrates and the teacher of Aristotle

» “When it is a question of money, everybody is of the same
religion.”

Voltaire /voul 'tear/ (1694-1778),

French philosopher and writer

» “Money is like an arm or leg — use it or lose it.”
Henry Ford (1863-1947),
the founder of the Ford Motor Company

KEY TERMS

I. Before reading text A and B study the key terms and their
definitions. While reading the texts, you should pay attention to
the economic and business terms — they will become the basics of
your professional vocabulary.

1. Barter — 6apmep — a direct exchange of goods and services
without the use of money.

2. Currency — sanroma, epowi — paper money (such as dollar
bills) and coins.

3. Fiat money — neposminni naneposi epowi — paper money made
legal tender by a government decree, but not convertible into coins or
precious metal.

4. Commodity money — mosapni 2powi — money that has an al-
ternative use as an economic good. Commodity money is made up of
precious metals or another valuable commodity.

5. Representative money — npeocmasnuyvki epowi — something
that is not in the physical forms of currency, but represents the intent
to pay money. A paper check from a bankinginstitution is an example
of representative money. The check is not a physical piece of money,
but it implies the intent to pay.

6. Token money — cumesoniuni epowi, epowosi 3naxu—a System of
notes and coins where the value stated on them is much greater than
the value of the material they are made from.

7. Electronic money (or e-money) — erexkmponni 2powi — money
that exists only in electronic form and substitutes for cash as well.
Syn: cybercash , digital cash, e-cash, online bucks.
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8. Gold standard — szoromuit cmanoapm — an economic system in
which the value of money is based on the value of gold.

9. Intrinsic value — suympiwmns cobisapmicms, eéracua cobi-
sapmicms — the real value that a company, an asset, etc. has, rather
than the current value as shown, for example, by share prices or its
market value.

10. Monetary unit — zpowosa oounuys — standard unit of curren-
cy in a country’s money supply.

11. Monetary system — epowosa cucmema — the system used by a
country to provide the economy with money for internal use and to con-
trol the exchange of its own currency with those of foreign countries.

12. Legal (lawful) tender — szaxonnuii nnamiocnuii 3aci6 —
currency accepted in payment of debt.

13. Medium of exchange — 3zaci6 06miny — money or other sub-
stance generally accepted as payment for goods and services.

14. Store of value — 3aci6 36epescenns sapmocmi — a function of
money that allows people to preserve value for future use.

15. Measure of value — mipa sapmocmi — a function of money
that allows it to serve as a common way to express value.

16. Money supply — epowosa maca 6 obizy — the total amount of
money issued by a country’s monetary authorities and held by all per-
sons and organizations in a country at a particular time.

17. Inflation — ingpnayis, sneyinenns epoweri — a rise in the gen-
eral prices of goods and services in a particular country over a period
of time resulting in a fall in the value of money.

I1. Give the right terms for the following definitions.

1 The real value that a company, an asset, etc. has, rather than the
: current value as shown

5 Money or other substance generally accepted as payment for
: goods and services

The total amount of money issued by a country’s monetary
3. authorities and held by all persons and organizations in a
country at a particular time

4, Currency accepted in payment of debt

A rise in the general prices of goods and services in a particular
5. country over a period of time, resulting in a fall in the value of
money

The system used by a country to provide the economy with
6. money for internal use and to control the exchange of its own
currency with those of foreign countries
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End of table

A direct exchange of goods and services without the use of

! money
8 A function of money that allows it to serve as a common way
: to express value

9. A standard unit of currency in a country’s money supply

10 A function of money that allows people to preserve value for
" | future use

11 A system of notes and coins where the value stated on them is
" | much greater than the value of the material they are made from

12 A currency established as money by government regulation or
" lawe:

13 An economic system in which the value of money is based on
" | the value of gold

14. | Money that has an alternative use as an economic good

15 Something that is not in the physical form of currency, but
" | represents the intent to pay money.

16. | Paper money (such as dollar bills) and coins

17 Money that exists only in electronic form and substitutes for

cash as well

PRONUNCIATION GUIDE

receipt [rr'si:t] fiat money ['fareet]
medium ['mi:diom] plastic money ['plestik]
legal tender ['li:g(o)] 'tendos] withdrawing [wi10'dro:]
redemption[rr'demp/(o)n] debt [det]

euro ['juarau] swap [swop]

effect [r'fekt
deferred payment [dr'f3:d]

intrinsic value [m'trisik 'veelju:] lure [lus]

weight [wert] vie [vai]

percent (BE) [pa'sent] disruptive [dIS'rAptlv]
record (n) ['reko:d] issue [Ij‘(])u "sju:]
record (v) [rr'ko:d] precious prefss] 1.
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coincidence [kou'msid(a)ns]
pound sterling [paund'sta:lin]
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SECTION |

I. Read text Aand be ready to complete the table with the in-
formation from the text.

Forms of money Examples Advantages Disadvantages

Barter

Commaodity money

Representative money

Fiat money

Text A
The Evolution of Money

Money has been differentthings at different times; however, it has
always been important to people and to theeconomy. To understand
the effects of money on the economy, we must understand exactly
what money is.

The evolution of money

R — -
A
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TG Cann #
s’;:.::':-tt':‘:c » : ‘ /
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f

Economists define money as anything commonly accepted by peo-
ple for the exchange of goods and services or in the repayment of
debts. Money, in some form, has been part of human history for at
least the last 3,000 years.
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The cash we use every day is something we take for granted, but
for thousands of years people traded without it. Before money was
invented, people used a system called bartering. Bartering is simply
swapping one good for another. Imagine that you have milk, for ex-
ample, and you want eggs. You simply find someone who has eggs
and wants milk — and you swap! However, you can see that this isn’t a
very convenient way to trade. Barter requires each person to want
what the other is offering. These situations led to the development of
commaodity money.

Commodities are basic items used by almost everyone. In the past,
popular commodities included salt, cacao beans, tea and tobacco
leaves, animal hides, cattle, and seeds. Using these items of money
alleviated some of the problems of bartering. What matters is not the
commodity used, but the social convention that it is accepted without
question as a means of payment. Today, this money would be
classified as commodity money—money that has an alternative use
as an economic good, or commodity. For example, the compressed tea
leaves could be used to make tea when not needed for trade. However,
using commodities raised other problems. Commodities weren’t
always easy to transport and often they were perishable or difficult to
store.

1. COMMODITY MONEY

¢ Commodity money had diffcrent problem like:

Storing Preblem
Durability problem
Transporzation problem
Divisibility problem

These issues with commodities led people to create coins out of
precious metals to use as money. No one knows for sure who first
invented such money, but historians believe metal objects were first
used as money as early as 5,000 B.C.

Many countries and civilizations soon began to mint their own
coins with specific values. Using coins with set values made it easier
to compare values and trade money for goods and services.
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Eventually, societies moved away from using precious metals to
make money. The system of commodity money eventually evolved
into a system of representative money. This occurred because
gold and silver merchants or banks would issue receipts to their
depositors — redeemable for the commodity money deposited. In
the course of time, these receipts became generally accepted as a
means of payment and were used as money. Paper money or
banknotes were first used in China. However, they did not displace
commodity money, and were used alongside coins. In the 13th
century, paper money became known in Europe. Banknotes were
first issued in Europe by Stockholm’s Banco in 1661, and were
again also used alongside coins.

Representative money refers to paper currency backed by a
government or bank’s promise to redeem it for a %iven weight of
precious metal (gold or silver). During the late 19" and early 20™
century, most currencies were examples of representative money.
Money of this type was based on the gold standard, and, in theory,
could be exchanged for a fixed amount of gold. For example, the US
dollar was convertible to gold until 1934. The gold standard, a
monetary system where the medium of exchange is paper notes that
are convertible into pre-set, fixed guantities of gold, replaced the use
of gold coins as currency in the 17th-19th centuries in Europe. These
gold standard notes were made legal tender, and redemption into gold
coins was discouraged. By the beginning of the 20th century, almost
all countries had adopted the gold standard, backing their legal tender
notes with fixed amounts of gold.

Gold coins are an example c')vfﬂlé'g”aA[ tender that are traded for their
intrinsic value, rather than their face value.
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Today, most modern currency is not backed by silver or gold.
Instead, today’s money is known as fiat money. Fiat is a Latin word
that means “let it be done.” Money has a certain value today because
it was given that value by government fiat or decree. Fiat money is
physical money (paper money and coins), while representative money
is something that represents intent to pay the money such as a cheque.

Fiat money is backed by the government, and representative mon-
ey can be backed by different things. For example, a personal check is
backed by the money in a bank account. Without backing, both fiat
money and representative money are completely worthless. Most
modern money is fiat money because most governments have printed
too much money to compete with inflation. The U.S. dollar shifted
from representative money to fiat money when President Nixon de-
cided to abandon the gold standard in 1971.

The only difference between
these two notes

L M NN
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Is your belief that one has
more value than the other

The money used in a country — euros, dollars, yens, hryvnas, etc. -
Is its currency. Money in the form of coins or notes/bills is called
cash. Most money, however, consists of bank deposits: money that
people and organizations have in bank accounts. Most of this is on
paper — existing in theory only — and only about ten percent of it exists
in the form of cash in the bank.

In recent years we have seen a dramatic transformation in the way
in which people in this country use money. For hundreds of years
people thought of money as coins, and then notes and coins with the
development of bank notes. During the twentieth century cheques
became widely used as a means of payment and later plastic money in
the form of credit and debit cards.
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DIFFERENT STAGES OF EVOLUTION OF MONEY

COMMODITY MONEY
METALIC MONEY
PAPER MONEY
CREDIT MONEY
ELECTRONIC MONEY

VoW e

Today, most of the people use credit cards, debit cards, cheques,
etc. The use of online banking services has also become common.
Today cash machines, or ATMs, are the most popular method of
withdrawing cash for most personal customers.

Therefore over time money has been available to us in different
forms and each form is more convenient than others. And with time
we will find more new forms of money, which will open up new
possibilities of experiences dealing with money.

WORDS AND PHRASES TO BE REMEMBERED

to alleviate — nom'sikiiryBaTH; moJierinryBaTH (0i1b, CTPaKIaHHS)

to swap — MiHATH, 0OMIHIOBATH

perishable — 1o mBuAKO NICyETHCS

to store — 3amacaru, HaKOIIM4YYyBaTH, 30epiraTu Ha CKJal

preciousmetal — mgoporomiHHUH, KOIITOBHUN MeTall

to invent — BUHAXOAWTH, CTBOPIOBATH; BUTalyBaTH

to mint — kapOyBatu (MOHETH)

Mint — MoOHeTHU IBip

percent (BE) [pa'sent] = per cent (AE) — BicoTok (mporeHT)

paper bills — 6anknOTH, Bekceri; maneposi rporri (paper curren-
cy, paper money) 6anknota; a five dollar bill — n'sTumonaposa acur-
Hais

coin — moHera

to coin — kapOyBaTu MOHETH

convention — 1oroeip, yroaa, KOHBEHIIis

deferred payment — BiacTpoycHuii miaTixx

to evolve — po3BuBaTH(Cs1); €BONIOLIOHYBATH
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receipt — ojepikaHHs, OTPUMAHHS; PO3MHUCKA MPO OJEPIKAHHSI,
KBHUTAHIIIS

to issue — sunyckamu, myckata B 00ir (rpoiiri Tom)

Syn. to put in circulation.

Redemption — Bukym 60proBux 3000B's13aHb; MOTAIICHHS

to redeem — Bukynatu (BT. 4. 3acTaBlieHe MaiHO); MOBEPTATH
(rporri Tomro); moramraty (o6sriramito); Butydatu (300iry); 3BUTBHITH
(MaifHO) BiX 3aCTAaBHOTO OOTSKCHHS

redeemable — skuii mMoxxe OyTH BUKYIUICHHH; SKWi mimisirae
BUKYTY (CIUIATi, MOTAIIEHHIO);

to displace — BuTicHsATH, 3aMilaTi

to discourage — 3HeoxouyBaTH, BiIOMBATH OXOTY, PO3XOJOJ-
KyBaTH

to abandon — BigMmoBsTHCA

to issue — sunyckamu, myckata B 00ir (rpoiiri ToIIo)

Syn. to put in circulation.

weight — Bara; maca

disruptive — 1o cipuunHIOE pyiHYBaHHS

Note

nickel — monera B 5 nienTiB(AE)

dime — monerta B 10 nentis (AE)

not to care a dime — Hi B rpoII He CTABUTH
quarter — moneTa B 25 nenTis (AE)

VOCABULARY PRACTICE

I. Find in the text the English equivalents for the following
word combinations.

Hepo3minHI manepoBi Tpoli; MpeACcTaBHULIBKI TPOINi; 3aKOHHHUM
MIATDKHUI 3aCi0; OAHKHOTH 1 MOHETH; 30JIOTHil CTaHAapT; TOBApHI
TpoIIIi; TMyCKaTH B 00ir; PO3MHCKA MPO OIEPIKAHHS; TarnepoBi TPOIi;
MOHETHUH ABIp; TOPOTOLIHHUMA, KOIITOBHUHI MeTal; MoHeTa B 10 LeH-
TiB; CyNEpHUYATH, 3MaraTUCs; SKUA IiUIsirae BUKyy (CIUiari, mora-
]J_[eHH}O); po3BuBatu(cs); Kap6yBaTH MOHETH; 3HEOXOUyBaTH; BIIMOB-
JSITHCS; 3arajibHa 3rofa; OaHKIBCBKUM PaxyHOK; Bara; BiICTPOUYCHHHI
TUIATXK; BUTICHATH, 3aMiIIaTH; IOTOBIp, yroja.

I1. Give the Ukrainian equivalents for the following word com-
binations.

Commonly accepted; repayment of debts; to take for granted; to be
completely worthless; commodity money; to abandon; to raise a
problem; to be perishable; to mint their own coins; set values;
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redeemable for smth; generally accepted receipts; to displace; to be

used alongside;

representative money;

currency backed by a

government; bank’s promise to redeem; legal tender; fiat money;
intent to pay; nickel; dime; to compete with inflation; ATM; to deal
with money; to discourage; to withdraw cash.

I11. In each set of words, cross out the word that does not have
the similar meaning to the first. Consult the dictionary. Translate
the words into Ukrainian.

1. commodity product goods stock

2. to aggravate to relieve to ease to alleviate
3. tomint to coin to counterfeit to issue
4. swap exchange return barter

5. convenient suitable accessible awkward
6. means method manner device
7. to back to support to hinder to assist
8. to store to keep to to preserve to protect
9. convention agreement arrangement contract
10. to displace to move to touch to shift
11. to withdraw to remove to draw to deposit
12. to evolve to develop to progress to decrease
13. to redeem to refund to discharge to abandon
14. legal valid lawful illegitimate
15. wealth debt salary wage
16. perishable easily-spoiled short-lived qualitative
17. receipt sales slip proof of purchase certificate
18. fiat decree denial edict
19. hesitation purpose intent aim
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IV. Fill in the missing words or word combinations in the sentences
below. Choose from the box. Translate the sentences into Ukrainian.

Representative money; inflation; gold standard; physical
form; banknotes; legal tender; commodity money; to re-
deem (2);fiat money (2); value; withdrawing; intrinsic
value (2);dime.

1. Coins and are the two most common physical
forms of money.

2. is money that has value only because a gov-
ernment says it has value.

3. The system of eventually evolved into a
system of representative money.

4, refers to paper currency backed by a govern-
ment or bank’s promise it for a given weight of precious
metal (gold or silver).

5. Representative money was based on the , and,

in theory, could be exchanged for a fixed amount of gold.

6. Government has declared fiat money to be a
, but is not backed by a physical commodity.

7. Money, like almost everything else, loses its when-
ever there is too much of it.
8. Most modern money is because most

governments have printed too much money to compete with inflation.

9. Today cash machines, or ATMs, are the most popular method
of cash for most personal customers.

10. The brand has because of its public
recognition.

11. Electronic money is money which exists only in banking
computer systems and is not held in any

12. An economic process in which prices increase so that money
becomes less valuable is called

13. The company’s is well above $25
per share.

14. A is a coin worth ten cents in the US and Canada.

15. She couldn’t afford her wedding ring from the
pawnbroker.
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COMPREHENSION CHECK

Read the text again and answer the following questions.
Compare your answers with another student and discuss any
differences. Make sure you can refer to a particular phrase or
sentence from the text for each answer.

1. How do economists define money?

2. What is barter?

3. What is the main drawback of barter?

4. What is commodity money?

5. What led to the development of commodity money?

6. What is representative money?

7. What is the difference between the fiat money and representa-
tive money?

8. What is the difference between commodity money and fiat money?

9. What is the gold standard?

10. What is a bank deposit?

11. What is legal tender?

12. What is currency?

13. What is cash?

14. What is the most popular method of withdrawing cash for per-
sonal customers?

15. What types of money do economists differentiate nowadays?

READING STRATEGIES

I. Read the text and entitle it. Choose one word to complete the
sentences. Define the main idea of each paragraph.

1. A credit card is a card which allows people to buy items without

(cash/currency). When they buy something, a sales clerk uses it
to charge the money needed for their bank account, so the person will
pay later. They are buying it on credit, which is the trust that they

(will pay it back/ will redeem it) later. If a person does not
pay within a limit (usually a month) they will have to pay
(extra/additional) money, called
(‘interest/principal). A credit card is used widely nowadays instead of
cash and it saves time and trouble of users, since they don’t have look
up for an ATM to use it. Credit cards are quick and convenient,
putting cash in your hand when you need it.

2. A debit card (also known as a bank card or check card) is a
plastic payment card that provides the cardholder electronic
(access/admission) to his or her bank account(s) at a financial
institution. The card, where accepted, can be used instead of cash
when making purchases. Debit cards let you buy things without
carrying (cash/currency). You can use your debit card
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in most stores to pay for something. You just swipe the card and enter
your PIN number on a key pad. Debit cards take money out of your
checking account immediately. Debit cards let you get cash quickly.
You can use your debit card at an automated teller machine, or ATM,
to get money from your checking account.

3. Online banking is an electronic payment system that enables
customers of a financial institution to conduct financial transactions on a
website operated by the institution, such as a retail bank, virtual bank,
credit union or building society. Online banking is also referred as
Internet banking, e-banking, virtual banking and by other terms. Online
money transfer through online banking is now a convenient, affordable
and faster way of (delivering/transferring money).
Different banks across the world offer online transfer services. Now a
user can send money within seconds through this online money transfer.

Note: to swipe the card — npoBoOUTH MJIACTUKOBY KapTKy (uepes
f)qp_IITdyBaannﬁ ycrpiit). You need to swipe your card to get in the

uilding

TRANSLATION PRACTICE

Translate into English.

1. bapTep — 0OMiH OHOT'O TOBapy YW MOCIYTH Ha 1HIITUH.

2. MoHera — 1i¢ TPOILIOBHI 3HAK, BUTOTOBJICHUM 3 MeTally (30J10Ta,
cpibiia, Mijli) BCTAHOBJICHUX 3aKOHOM Bard i poopMH, 1[0 BUKOPHUCTO-
BYETKCS 5K 3aCi0 TPOIIOBOTO 00Iry Ta MIaTexy.

3. ITamepoBi rpomri BUIYCKAIOTHCS JEPKABOIO JUIS TTOKPHUTTS
OIO/IPKETHUX BUTPAT 1 BU3HAIOTHCS 3aKOHHUM IUIATIKHUM 3aCO00M Ha
BCill TEPUTOPIi.

4. TosapHi rpoiui — 1e pi3HOBUA IPOLICH, sKi € TOBapOM (HarpH-
KJa1 Xyno0a, 3epHO, MyIILTi, XyTpa).

5. ToBapHi rpomi MoxHa 0e3[0CEPEHbO BUKOPHCTOBYBATH, IIPOTE
OJIHOYAaCHO, BOHH BHCTYIIAIOTS 1 SIK CKBIBAJICHT BAPTOCTI HIINX TOBApIB.

6. [Taneposi rpomi a6o O6aHkHOTH OyJn BHepIlle BUKOPUCTAHI B
Kurai. Bonu He BUTICHSUIM TpaauIIHHUX TPOIICH, 1 OyIu y BUKOpPHU-
CTaHHI MOPSIT 3 MOHETAMH.

7. B €Bponi 6anknotn Oynu Brepuie BumymieHi bankom CTok-
rosibma B 1661 porri.

8. HalimaBHimMMM MOHETaMH BiIKAPOOBAHMMH Ha YKPaTHCHKHUX
3eMJIsiX Oysid eMicli rpelbKHX KOJOHIM 3aCHOBaHMX Ha MiBHIYHOMY
y30epesxoki YopHOro Mopsi.

9. 3akonom Yxkpaincekoi Hapommoi PecmyOmikm Big 1.03.1918 p.
IPOIIOBOIO OJMHMILICIO CTaJIa TPHUBHS, sIKa IopiBHIOBaja 1/2 kapOoBaHIIs.

10. V Bepecni 1996 poky BiacHa rpomioBa OAWHHIS YKpaiHU
rpuBHisl OyJia 3anIpoOBaPKEHHA B O0IT.
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SECTION Il

PRONUNCIATION GUIDE

fluctuate['flaktfvert] retrieve [rr'tri:v]
medium ['mi:drom]| jurisdiction[  dguaris'dik(a)n]
life expectancy via ['vaio ], [ vi:9]

[larf 1k'spekt(a)n(t)si]
subsequently['sabsikwontli]  debt [det]
counterfeit ['kauntofit] denomination[dr nomr'nerf(o)n]

I. Read the text B. Summarize the different functions and
characteristics of money.

TextC
The Functions and Characteristics of Money

Money's a matter of functions four, a Medium, a Measure, a
Standard, a Store

Whether money is shells or rocks or gold or paper, it has four basic
functions: it is a medium of exchange, a unit of account, a store of
value, and a standard of deferred payment. We discuss each of the
fourfunctions of money in turn.

Medium of exchange

Money is a medium of exchange: it is accepted by all parties as
payment for goods and services. Money's most important usage is a
method for comparing the values of dissimilar objects. The use of
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money as a medium of exchange promotes economic efficiency by
minimizing the time spent in exchanging goods and services. The time
spent trying to exchange goods or a service is called a transaction
cost. Ina barter economy, transaction costs are high because people
have to satisfy a “double coincidence of wants”—they have to find
someone who has a good or service they want and who also wants the
good or service they have to offer.

Money, the medium of exchange, is used in one-half of almost all
exchanges. Workers exchange labour services for money. People buy
and sell goods in exchange for money. We accept money not to
consume it directly, but because it can subsequently be used to buy
things we do wish to consume.

Measure of value or a unit of account

The second function of money is to serve as a measure of value.
Money enables us to state the price of something — in terms that eve-
ryone can most understand. This is what we observe whenever we see
a price tag on something — a value that we can use to make compari-
sons with other products.

Money acts as a standard measure and common denomination of
trade. It is thus a basis for quoting and bargaining of prices. It is
necessary for developing efficient accounting systems.

Store of value

Third, money serves as a store of value — the quality that allows
purchasing power to be saved for the future. For example, goods or
services can be converted into money, which is easily stored until
needed. This feature of money allows a period of time to pass between
earning and spending an income.

To act as a store of value, money must be able to be reliably saved,
stored, and retrieved — and be predictably usable as a medium of
exchange when it is retrieved. The value of the money must also
remain stable over time. Some have argued that inflation, by reducing
the value of money, diminishes the ability of the money to function as
a store of value.

Standard of deferred payment

A "standard of deferred payment” is an accepted way to settle a
debt — a unit in which debts are denominated, and the status of money
as legal tender, in those jurisdictions which have this concept, states
that it may function for the discharge of debts. When debts are
denominated in money, the real value of debts may change due to
inflation and deflation, and for sovereign and international debts via
debasement and devaluation.
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Characteristics of Money

Properties of Money

» Generally acceptable
= Limited in supply

* Durable

= Portable

« Divisible

- Homogeneous

In order for something to function well as money, it must possess
the following characteristics:

Stability. The value of money should be more or less the same to-
day as tomorrow. In societies where it fluctuates (goes up and down)
people will store money in the hope its value will increase, or spend it
immediately thinking it will be worth less tomorrow. Either action
could be harmful for the economy.

Portability or transportability. Modern money has to be small
enough and light enough for people to carry. Money must be portable,
or easily transferred from one person to another (or moved from one
location to another) to make the exchange of money for products
easier. Paper money has proved to be the lightest and the easiest to
carry around.

Durability. Money must be reasonably durable, so an item should
retain the same shape, form, and substance over an extended period of
time.It must be able to with stand the wear and tear of many people
using it. The material chosen has to have a reasonable life expectancy.
For that reason modern money is made of a very high quality
material that makes it possible to be in circulation over a long period
of time.

Divisibility. One of the principal advantages of money is its ability
to be divided into parts. Money should be easily divided into smaller
units so that people can use only as much as they need for a transac-
tion and can purchase goods and services at any price.

Uniformity. Equal denominations of money should have the same
value.

Recognisability and acceptability. Money must be widely
accepted as a medium of exchange. Money should be easily recog-
nized for what it is and hard to copy.
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Relative scarcity. Finally, if something is to serve as money, it
must be available, but only in limited supply. Money must be
relatively scarce and hard for people to obtain.

WORDS AND PHRASES TO BE REMEMBERED

medium(pl. media or mediums) — szaci6

medium of exchange — 3aci6 oOminy

measure of value — mipa BapTocTi

store of value — 3aci6 HakonuueHHs (30epeKeHHs) BApTOCTI

unit of account — paxyHKoBa OJJUHHIISA

standard of deferred payment — 3aci6 BincTpo4eHOroO MmIaTeKy

portability — mopraTiBHicTh

durability — noBroBiuHicTh, MIiLIHICTH

uniformity — ogHOpPIAHICTh, OTHAKOBICTH

divisibility — moxineHicTh

to counterfeit ['kauntofit] — migpoGisaTu

discharge of debts — noramenHssi, cruiata (6opry)

coincidence of wants — ciBniaginss morped

dissimilar object — nHecxoxwuii ; BiIMIHHUIA, PI3HOPIIHHI TIPEIMET, Pid

to promote economic efficiency — cripusitu ekoHOMIYHIHN edeKTH-
BHOCTI

transaction cost — omepariiini BUTpaTH; BapTICTh OmIepariii; Bap-
TICTh YTOJIn

a price tag— sapJuK ; eTUKETKA

to quote price — nponoHyBaTH 1iHY; BCTAHOBJIIOBATH I[IHY

retrieve — BiTHOBIIIOBATH; TIOBEPTATH Y MOMEPEIHIN CTaH

bargaining — (toprosesbHa) yroaa; 10rosip

bargain — BurigHa MokyInka; 3aJeneBo KyImieHa pia

to settle a debt — cmauysatu Gopr

life expectancy — TpuBaicTh KHUTTS

to have reasonable life expectancy — matu 3Ha4YHy TPUBAIICTDH
KUATTS

to fluctuate — xonuBaTucs, 3MiHIOBaTUCS. Syn. to vary

denomination — BapTicTh, HOMIHAJ; KyOpa

to be in circulation — 3HaxoautHcs B 00iry

to be enable — nagaBaTi npaBo a60 MOXKIHBICTB (10-HEOY B PO-
ourn)

subsequently — 3room, mi3Hilie, TOTIM

via — uepe3
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VOCABULARY PRACTICE

I. Find in the text English equivalents for the following word
combinations. Write your own sentences using them.

JIOBroBi4HICTh; BUKOHYBAaTH (PYHKIIii 3aci6 0OMiHY; Mipa BapTOCTI;
3aci0 Hakomu4eHHs (3aci0 30epe’keHHs BapTOCTi); paXyHKOBa OJUHHU-
LIS, €TaJloH BI/IMipIOBaHHSI MOPTAaTUBHICTh; JIKBIIHUN 3aciO; €auHa
BAJIIOTA; TOJUIBHICTB; [Iepekas3 (TpOLIei); BUIyCKaTH, IlyCKaTH B 00Ir;
OJTHOPI/IHICTh; KOJHMBATHUCS/3MIHIOBATHCS; 3aci0 BiJCTPOYEHOrO ILIA-
TEXY; 3HAXOTUTHCS B 00iry TpUBAIMK NEpiof 4yacy; MmiApoOsaTH; Ha-
JlaBaTH MpaBo abo MOKIUBICTb.

Il. Give Ukrainian equivalents for the following word combi-
nations.

A medium of exchange; a unit of account; a store of value; a
standard of deferred payment; inefficiencies of a barter system; dis-
similar objects; market transactions; to retrieve; to promote economic
efficiency; transaction cost; a price tag; common denomination of
trade; quoting and bargaining of prices; to settle a debt; uniformity; to
diminish; discharge of debts.

I11. Fill in the missing words in the sentences below. Choose
from the box. Translate the sentences into Ukrainian.

Form; inflation; a medium of exchange; counterfeit; ineffi-
ciencies; unit of account; name; a store of value; transporting
money; life expectancy; readily accepted; discharge of debt; con-
stant; easily recognized.

1. When money is used to intermediate the exchange of goods and
services, it is performing a function as a

2. A _ is a standard numerical unit of meas-
urement of the marketvalue of goods, services, and other transactions.
3. Toactasa , money must be able to

be reliably saved, stored, and retrieved. In thls case, the value of the
money must also remain stable over time.

4. Money can also function as a "standard of deferred payment",
which means that its status as legal tender allows it to function for the

5. Money’s value must remain relatively over long periods
of time.
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6. Money avoids the of a barter system, such as the
"coincidence of wants" problem.

7. Money serves its basic functions regardless of its
or —U.S. dollar, Japanese yen, or Ukrainian Hryvna.

8. And finally, the monetary item must be difficult to
9. The material chosen has to have a reasonable

10. The most essential attribute of money is its quality of being
and as a medium of exchange.

11. The introduction of paper currency lowered the cost of

12. Money also functions as a store of value, but performs this
role poorly if it is rapidly losing value due to

COMPREHENSION CHECK

Read the text again and answer the following questions.
Compare your answers with another student and discuss any
differences. Make sure you can refer to a particular phrase or
sentence from the text to prove your answer.

1. How does money function?

. What is the basic function of money?

. What is money as a medium of exchange?

How important is the function of money as a medium of exchange?
. Why do people accept money as a medium of exchange?

. What does money state as a measure of value?

. What does money mean as a store of value?

. When is money used as a standard of deferred payment?

. What characteristics does money have?

10. What is stability of money?

11. What is portability of money?

12. Why is it necessary to make money of a very high quality ma-
terial?

13. What does divisibility of money mean? Why is it considered
to be one of its principal advantages?

14. What does durability mean as a characteristic of money?

15. What does uniformity denote?

16. What is recognisability as a quality of money?

17. How does modern money reflect the functions and characteris-
tics of money?

©O~NDUTAWN
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18. Can you explain in your own words how money is used as a
unit of account, a store of value, a standard of deferred payments?

19. Which of the four functions distinguishes money from other
assets?

20. How do bank deposits serve as a medium of exchange?

21. What is plastic money?

22. Why is it accepted as a medium of exchange?

TRANSLATION PRACTICE

Translate into English.

1. I'pouri (rpomroBuii 00ir) — mamepoBi TpoOIIi Ta MOHETH, IO
BHUITYCKAIOTHCS (peIepaTIbHUM YPSIOM.

2. He3Baxkaroun Ha Te, 10 3aci0 OOMiHY € OCHOBHOK (YHKITIEIO
rpoiuei, BOHM MaloTh BUKOHYBAaTH 1 Taki (yHKIIi, K Mipa BapTOCTI,
3aci0 30epeKeHHS BAPTOCTI Ta 3aci0 BiICTPOUCHOTO IJIATEKY.

3. IIlo6 cnyryBaTu rpommma, NPEAMET OBUHCH MaTu TaKi XapaK-
TCPUCTHKU SIK CTAOUIBHICTb, JOBIOBIYHICTb, OPTATHBHICTH, MOALIb-
HICTh, YIII3HaBaHHICTh, OJJTHAKOBICTD.

4. 3aci6 HakonmueHHs (30€pekeHHs) BapTOCTI I (YHKIis Tpo-
LIH, sIKa JJa€ MOXKIIUBICTb 0araTcTBy (MaTepiallbHUM LIHHOCTSM) abo
BapTOCTi 30epiraTucs 10 MaOyTHIX 4acis.

5. Mipa BaprocTi — (pyHKIis, IKy BUKOHYIOTh I'POILIi, SIK 3arajbHO
MpUITHATA Mipa BCTAHOBJICHHS I[iH TOBApPiB Ta MOCIYT.

6. 3aKOHHHMI IIATDKHUN 3aci0 — Tpoll, SKi IPHHUMAIOTHCAIPU
cruiati OOpriB.

7. BinmpmumcTh KpaiH BUKOPUCTOBYIOTH BHCOKOSIKICHMW Tamip uis
BUTOTOBJICHHS JJIS1 BUTOTOBJIEHHS TPOIIEHA. .

8. 3aci6 oOMiHy — 11¢ (DYHKIIiS, B SIKid TPOIIi € IMOCEPESTHUKOM B
0oOMiHi TOBapiB 1 3a0e3meuyIoTh iX 00ir.

9. Bamora — e mamepoBi Tpoml Ta MOHETH, SIKHMH MH KOpH-
CTYyEMOCS MAlKe IIOTHS.

READING STRATEGIES

I. You are going tor read the text about cryptocurrency

a) Brainstorm words connected with cryptocurrency. When you
have finished, check for more words by looking at the text “What is
cryptocurrency”

b) Consider the questions and be ready to answer them as soon as
you read the text.

e What is cryptography in simple words?

e What is Bitcoin ?

e What is blockchain technology?
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What is cryptocurrency?

Cryptocurrency, sometimes called crypto-currency or crypto, is
any form of currency that exists digitally or virtually and uses cryp-
tography to secure transactions. Cryptocurrency received its name
because it uses encryption to verify transactions. This means advanced
coding is involved in storing and transmitting cryptocurrency data
between wallets and to public ledgers. The aim of encryption is to
provide security and safety.

Cryptocurrencies don't have a central issuing or regulating authori-
ty, instead using a decentralized system to record transactions and
issue new units. A cryptocurrency is a digital currency designed to
work as a medium of exchange through a computer network. It is a
digital payment system that doesn't rely on banks to verify transac-
tions. Unlike the U.S. Dollar or the Euro, there is no central authority
that manages and maintains the value of a cryptocurrency. It’s a peer-
to-peer system that can enable anyone anywhere to send and receive
payments. Instead of being physical money carried around and ex-
changed in the real world, cryptocurrency payments exist purely as
digital entries to an online database describing specific transactions.
When you transfer cryptocurrency funds, the transactions are recorded
in a public ledger. Cryptocurrency is stored in digital wallets.

The first cryptocurrency Bitcoin was introduced to the public in
2009 by an anonymous developer or group of developers using the
name Satoshi Nakamoto. It has since become the most well-known
cryptocurrency in the world. Its popularity has inspired the develop-
ment of many other cryptocurrencies. There are thousands of alterna-
tive cryptocurrencies in the marketplace. Some of the best known
include such as Ethereum, Tether, BNB, Solana, Litecoin, Ripple. It is
worth noting that non-bitcoin cryptocurrencies are collectively known
as “altcoins” to distinguish them from the original.

To use your Bitcoin, you need to have a cryptocurrency wallet.
Wallets hold the private keys to the bitcoin you own, which need to be
entered when you're conducting a transaction. Bitcoin is accepted as a
means of payment for goods and services at many merchants, retail-
ers, and stores.Brick-and-mortar stores that accept cryptocurrencies
will generally display a sign that says “Bitcoin Accepted Here”; the
transactions can be handled with the requisite hardware terminal or
wallet address through QR codes and touchscreen apps. An online
business can easily accept Bitcoin by adding this payment option to its
other online payment options: credit cards, PayPal, etc.

Central to the appeal and functionality of Bitcoin and other crypto-
currencies is blockchain technology. As its name indicates, a block-
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chain is essentially a set of connected blocks of information on an
online ledger. Each block contains a set of transactions that have been
independently verified by each validator on a network. It's a complex,
technical process, but the result is a digital ledger of cryptocurrency
transactions that's hard for hackers to tamper with.

If you own cryptocurrency, you don’t own anything tangible. What
you own is a key that allows you to move a record or a unit of meas-
ure from one person to another without a trusted third party.

WORDS AND PHRASES TO BE REMEMBERED

digital currency — nudpoa BagroTa

cryptography — kpunrorpadus,

encryption — koayBaHHs

ledger [ledsa(r)] — Oyxrantepchka KHHra

digital wallet — nudposwuii ramanerp

tamper — He3aKOHHO BTpYy4YaTHCs; pOOUTH CAaMOBLIbHI 3MiHU
peer-to-peer payment /transactions — oxHOpaHTOBHIA IIATIK
authorities [o:'0oritiz] (the authorities) — opranu Braan

Understanding main points of the text

A.Read the text again and be ready to do the following as-
signments.

1. Which of these statements gives the best summary of the
ideas in the text?

a) A blockchain is a secured distributed ledger, a database dissem-
inated between multiple users who can make changes.

b) In the field of finance the emergence of cryptocurrency has be-
come a transformative and challenging phenomenon.

¢) Cryptocurrency is any form of currency that exists digitally or
virtually and uses cryptography to secure transactions.

2. Mark the following statements as true (T) or false (F)
according to the information in the text. Find the part of the text
that gives the correct information.

a) Cryptocurrencies have a central issuing or regulating authority,

b) You cannot access your bitcoin using a wallet, a public key, and
private keys.

c¢) Cryptocurrencies use a decentralized system to record transac-
tions and issue new units.

d) A cryptocurrency is a digital currency, which is an alternative
form of payment created using encryption algorithms.

e) Cryptocurrency received its name because it uses encryption to
verify transactions.
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B. Understanding details of the text

1. What exactly does the author mean speaking about “ a crypto-
currency wallet”?

2. How do you understand the terms ““altcoins’ and ‘online ledger’?

Il. You are going to read the text about the International
Monetary Fund (IMF)

a) Brainstorm words connected with the IMF. When you have
finished, check for more words by looking at the text “The
International Monetary Fund”

b) Consider the questions and be ready to answer them as
soon as you read the text.

1. What is the IMF mission?

2. What is the purpose of creating IMF?

3. What are the objectives of the IMF?

The International Monetary Fund

The International Monetary Fund (IMF) is an international organi-
zation that promotes global economic growth and financial stability,
encourages international trade, and reduces poverty around the world.

The International Monetary Fund (IMF) was originally created in
1945 as part of the Bretton Woods agreement, which attempted to
encourage international financial cooperation by introducing a system
of convertible currencies at fixed exchange rates.

Fixed exchange rates, also known as the Bretton Woods system ,
refer to the value of a currency being tied to the value of another
currency, or to gold. This system was abolished in 1971, and ever
since, the IMF has promoted the system of floating exchange rates,
which means that the value of a currency can change in relation to the
value of another. This is the familiar system today.

The International Monetary Fund (IMF) is an international
organization, now headquartered (based) in Washington, DC. Currently,
there are 190 member countries in the IMF. Each country or region is
represented by a member on the Fund's Executive Board and numerous
staff members. The most powerful countries in the global economy have
the heaviest representation. The United States has the highest voting
power, followed by Asian countries such as Japan and China and
Western European countries such as Britain, Germany, France, and Italy.

The IMF plays three major roles in the global monetary system:

e collects massive amounts of data on national economies, inter-
national trade, and the global economy in aggregate and provides eco-
nomic forecasts;
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e makes loans to countries that are experiencing economic
distress to prevent or mitigate financial crises; _

e provides technical assistance and training for countries reques-
ting it.

Note:

floating ['flautig] exchange rate —rmiaBarounii BamOTHHIA KypC;
PUHKOBUI OOMIHHHIA KypC

in the aggregate['agrigit] — B cykymHoCTI

encourage [m'karidz] — 3aoxouyBaTu

voting ['voutin] — rojocyBaHHs

mitigate ['mitigert] — mom'skiryBaTH; mocaa0IATH

Understanding main points of the text

A. Read the text again and be ready to do the following
assignments.

1. Which of these statements gives the best summary of the
ideas in the text?

a) The IMF is an international organization designed to promote
international economic cooperation.

b) The International Monetary Fund (IMF)was created for the
purpose of standardizing global financial relations and exchange rates.

c) The IMF generally monitors the global economy, and its core
goal is to economically strengthen its member countries.

2. Mark the following statements as true (T) or false (F)
according to the information in the text. Find the part of the text
that gives the correct information.

a) The International Monetary Fund was created in 1954 at the
Bretton Woods conference.

b) There are 29 member countries in the IMF nowadays.

c) Western European countries such as Britain, Germany, France,
and Italy have the highest voting power, followed by Asian countries.

d) The system of fixed exchange rates was established by the IMF
as a way to bolster the global economy after the Great Depression and
World War

B. Understanding details of the text

1. What exactly does the author mean speaking about “heaviest
representation”?

2. How do you understand the terms ‘fixed exchange rate’ and
“floating exchange rate’?
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I1. Read the following text. For each gap, choose the best word
A, B,C,orD.

The World Bank

The World Bank is an international development organisation
owned by 187countries that provides (1) to developing
countries for capital programs. It comprises two institutions: the Inter-
national Bank for Reconstruction and Development (IBRD), and the
International Development Association (IDA). The World Bank is a
2 of the World Bank Group.

The World Bank's official goal is the reduction of poverty. Ac-
cording to its Articles of Agreement, all its decisions must be guided
by a commitment to the promotion of foreign investment and interna-
tional trade and to the (3) of Capital investment.

The World Bank is not to be confused with the World Bank
Group, an extended family of five international organizations:

« International Bank for Reconstruction and Development (IBRD)

e International Development Association (IDA)

e International Finance Corporation (IFC)

o Multilateral Investment Guarantee Agency (MIGA)

e International Centre for Settlement of Investment Disputes
(ICSID)

The World Bank was created at the 1944 Bretton Woods Con-
ference, along with three other institutions, including the International
Monetary Fund (IMF). It opened for business in June 1946 and helped
in the reconstruction of nations devastated by World War 1l. Since
1960s the World Bank has shifted its focus from the (4)
industrialized nations to developing third-world countries.

The president of the World Bank is, traditionally, an American.
The World Bank and the IMF are both based in Washington, D.C.,
and work closely with each other.

Although many countries were (5) at the Bretton Woods
Conference, the United States and United Kingdom were the most
powerful in attendance and dominated the (6) negotiations.

The President of the Bank is the president of the entire World
Bank Group. The president, currently Ajay Banga, is the 14th
President of the World Bank Group began his five-year term on June
2, 2023. He is responsible for (7) the meetings of the Boards
of Directors and for overall management of the Bank. Traditionally,
the President of the Bank has always been a US citizen nominated by
the United States, the largest shareholder in the bank (the Managing
Director of the International Monetary Fund having always been a

122


https://en.wikipedia.org/wiki/International_financial_institution
https://en.wikipedia.org/wiki/International_financial_institution
https://en.wikipedia.org/wiki/International_financial_institution
https://en.wikipedia.org/wiki/Developing_country
https://en.wikipedia.org/wiki/Developing_country
https://en.wikipedia.org/wiki/Infrastructure
https://en.wikipedia.org/wiki/International_Bank_for_Reconstruction_and_Development
https://en.wikipedia.org/wiki/International_Bank_for_Reconstruction_and_Development
https://en.wikipedia.org/wiki/International_Development_Association
https://en.wikipedia.org/wiki/World_Bank_Group
https://en.wikipedia.org/wiki/Poverty_alleviation
https://en.wikipedia.org/wiki/Foreign_investment
https://en.wikipedia.org/wiki/International_trade
https://en.wikipedia.org/wiki/International_trade
https://en.wikipedia.org/wiki/Capital_investment
https://en.wikipedia.org/wiki/World_Bank_Group
https://en.wikipedia.org/wiki/World_Bank_Group
https://en.wikipedia.org/wiki/International_Bank_for_Reconstruction_and_Development
https://en.wikipedia.org/wiki/International_Development_Association
https://en.wikipedia.org/wiki/International_Finance_Corporation
https://en.wikipedia.org/wiki/Multilateral_Investment_Guarantee_Agency
https://en.wikipedia.org/wiki/International_Centre_for_Settlement_of_Investment_Disputes
https://en.wikipedia.org/wiki/Bretton_Woods_Conference
https://en.wikipedia.org/wiki/Bretton_Woods_Conference
https://en.wikipedia.org/wiki/International_Monetary_Fund
https://en.wikipedia.org/wiki/International_Monetary_Fund
https://en.wikipedia.org/wiki/Washington,_D.C.
https://en.wikipedia.org/wiki/World_Bank_Group
https://en.wikipedia.org/wiki/World_Bank_Group
https://en.wikipedia.org/wiki/International_Monetary_Fund

European). The nominee is subject to (8) by the Board of
Executive Directors, to serve for a five-year, renewable term.

World Bank is playing main role of providing loans for develop-
ment works to (9) countries, especially to underdeveloped
countries. The World Bank provides (10) loans for various
development projects of 5 to 20 years duration.

1 | Aloans B grants C help D assistance
2 | Alingredient B component C part D element

3 | Afacilitation B help C support D cooperation
4 | Aadvanced B developed Cunderdeveloped | D various

5 | A presented B demonstrated | C represented D depicted

6 | Atalks B negotiations C bargaining D discussions
7 | A heading B attending C leading D chairing

8 | A confirmation | B ratification C validation D proof

9 | Aassociate B member C representative | D division

10 | A long-term B short-term C revolving: D unsecured

SPEAKING STRATEGIES
Useful English section given below can be helpful to you.

Activity 1

Discuss these questions in pairs. Then join up with another
pair. Compare your conclusions.

1. How does modern money reflect the functions and characteris-
tics of money?

2. How does money advance the exchange of goods and services?

3. Why would some people be more willing to accept commodity
money rather than fiat money?

4. Why did the use of money replace the barter system?

6. What is the distinction between money, income, and wealth?
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Activity 2

Consider some interesting facts about various types of money.
Put them into the most likely chronological order. With a partner,
discuss the significance of these events.

¢ Gold Coins were treated as money in 600 B.C in Anatolia (Asian
Turkey)

e Copper coins were used as money by Romans 600B.C.

o Silver coins were treated as money by Ancient Persians between
600-300 B.C.

¢ No one knows for sure who first invented such money, but histori-
ans believe metal objects were first used as money as early as 5,000 B.C.

e In ancient Rome, salt was so valuable that each soldier received
an annual salt payment called a “salarium.” The modern term for an
annual income—salary—is based on this Latin term.

e The Byzantine Empire had a perfect monetary system: the best in
history.

From about 300 AD to 1100 AD, the Byzantine Empire used a
coin called the Solidus. One could not file or chip the coins or issue a
false coin under the penalty of chopping off the hand. As a result, the
Byzantines never bankrupted, never went into debt and never deval-
ued the currency over a span of 800 years.

e Paper Money first appeared in China about 800 AD.

¢ In Europe, Sweden is the first country to issue Paper Money in
1661.

e In January 2002, most European Union (EU) nations replaced
their own money with the euro. The euro has created a new monetary
reality for 300 million Europeans.The euro bills depict stylized build-
ings from different architectural periods. The coins, however, are
unique for each country. While one side of the coins is the same, the
other side reflects the country from which it originate.

e As at 2009 official sources (including The Royal Mint) state that
2.5% — that’s one in every forty — of pound coins in circulation in the
UK are counterfeit. This explains why so many pound coins fail to
work in parking machines and other coin-slot machines.

Activity 3

Working in small groups, make mini-presentations on one of
the following topics:

e money in primitive societies

e forms of money
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¢ functions of money
e characteristics of money
¢ understanding Bitcoin

USEFUL ENGLISH
Expressing a personal point of view /opinion

. As for me / . .
What | mean is As to me, ... From my point of view, ...
| would say that ... It seems to me that ... | am of the opinion that ...
| think / consider | have no doubt .
that . that. . | am sure / certain that ...
:h%l:eSS/ believe | bet that .... It goes without saying that
In my experience... Personally, I think... I'd like to point out that
In my opinion To my mind As far as

reee re I am concerned,...

Expressing a general point of view /opinion

It is thought that... Some people say that...
It is considered... It is generally accepted that...

Expressing agreement

Yes, of course! Liser@re your | (really) think so...
I have no objection ... That's true / right | agree with you entirely
That's just it! Fair enough! Quite so !
| have come

I .
Exactly Just so! to the same conclusion
You're absolutely That's a good That's just what
right point | was thinking
| think so too | couldn't agree more.

Expressing disagreement
I'm sorry to disagree

with you, but... | don't think so

| don't agree with you

That's different On the contrary You are wrong
I'm not so sure about  However... . .
that Rubbish ! | don't share your view
Yes, but don't you
| | ’
Not at all! Nonsense! think...
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L
m.ﬂ Credit Unions
Trust Companies

L [l /) Savings and Loan Associations

SECTION I
Types of Financial Institutions and Their Roles
We are starting our work with the text about financial institutions,
while reading the text pay attention to the economic and business
terms. They will add to the basics of your professional vocabulary.

PRONUNCIATION GUIDE

facilitate [fo'silitert] asset ['&set]

deposit [di'pozit] contractual [kon'treektju(a)l]
mutual ['mju:tfual |, 'mju:tjual]  safekeeping [ serf'’ki:pim]
issue ['1fu: ], [sju:] 1. . theft [Beft]

chartered ['fa:tad] trustee [tras'ti:]

employee [, implor'i:] employer [im'ploro]

estate [1s'tert] premium ['pri:miom]
lawsuit ['lo:sju:t] brokerage ['broukarids]
transfer (n). ['treensf3:] transfer(v)[trens'f3:]

I. Read text C and be ready to complete the table with the
information from the text.

Types of Financial Institutions

institutions
institutions

institutions institutions
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TextC
Types of Financial Institutions and Their Roles

Money goes round and round: as individuals receive money in sal-
aries and wages, they spend it for goods and services. This process of
moving money from person to person and business to business is fa-
cilitated by a network of financial institutions.

A financial institution is an institution that provides financial
services for its clients or members. One of the most important
financial services provided by a financial institution is acting as a
financial intermediary. Most financial institutions are regulated by the
government.A financial institution is an establishment that conducts
financial transactions such as investments, loans and deposits. Almost
everyone deals with financial institutions on a regular basis.
Everything from depositing money to taking out loans and exchanging
currencies must be done through financial institutions.

Any institution that collects money and puts it into assets such as
stocks, bonds, bankdeposits, or loans is considered a financial
institution.

Broadly speaking, there are two types of financial institutions: de-
pository institutions and non-depositoryinstitutions. Depository insti-
tutions (deposit-taking institutions), which are usually just called
banks, accept and manage deposits,pay you interest on your deposits
and use the deposits to make loans. You're probably most familiar
with these types of financial institutions if you have a checking or
savings account.

As you may have already guessed, non-depository institutions do
not allow customers to deposit money. However, they're considered
financial institutions because theysellfinancialproducts and transfer
funds from savers to borrowers by investing the funds they receive.
There are two types of non-depository institutions contractual insti-
tutions (insurance companies and pension funds) and investment
institutions (investment banks, underwriters, brokerage firms, mutual
fund companies). Contractual savings institutions obtain their funds
through long-term contractual arrangements and invest these funds on
the capital markets. Investment institution is a corporation or trust
engaged in the business of investing the pooled capital of investors in
financial securities.

Many financial institutions provide both depository and non-
depository services.

Depository institutions provide four important services to the
economy: safekeeping services and liquidity; a payment system con-
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sisting of checks and electronic funds transfers; they pool the money
of many savers and lend it out to people and businesses; and they in-
vest in securities.

Examples of depository institutions include commercial banks,
credit unions, building societies, trust companies, and mortgage loan
companies.Let’s have closer look at the most important and widely
used depository institutions.

Commercial banks are the largest type of depository institution.
They’re for-profit corporations that are usually owned by private
investors and provide a number of services to their account holders:
accept deposits, make loans and provide security and convenience to
their customers.

Part of the original purpose of banks was to offer customers
safekeeping for their money. By keeping physical cash at home or in a
wallet, there are risks of loss due to theft and accidents, not to mention
the loss of possible income from interest. With banks, consumers no
longer need to keep large amounts of currency on hand; transactions
can be handled with checks, debit cards or credit cards, instead. Banks
do not only issue debit cards that allow accountholders to pay for
goods with the swipe of a card, they can also arrange wire transfers
with other institutions.

Credit unions are another alternative to regular commercial banks.
Credit unions are almost always organized as non-profit entities
owned by account holders, also called members. You must be affiliat-
ed with a certain organization or live within a certain proximity to the
credit union to be a member. Fees are usually lower at credit unions.
They're typically found at the local level. Like banks and savings and
loan company (S&L), credit unions can be chartered at the federal or
state level. Like S&Ls, credit unions typically offer higher rates on
deposits and charge lower rates on loans in comparison to commercial
banks.

A building society is a type of financial institution that provides
banking and other financial services to its members. Building societies
are found in the United Kingdom (UK) and several other countries.
These institutions actively compete with banks for most consumer
banking services, especially mortgage lending and savings accounts.

Building societies resemble credit unions in the USA - they are
owned entirely by their members as a mutual organisation. These so-
cieties offer mortgages and demand-deposit accounts and are often
backed by insurance companies.

Trust company is an institution that performs the responsibilities of
an agent or trustee. These companies provide their services to the
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business entities as well as to the individuals. On behalf of the clients,
the trust companies are involved in providing services like managing
of funds, estates and many more.

Now let's consider the most important non-depository institutions.
As you may have already guessed, non-depository institutions do not
allow customers to deposit money. However, they're considered fi-
nancial institutions because they transfer funds from savers to bor-
rowers by investing the funds they receive.

Insurance companies pool risk by collecting are non-deposit
institutions that collect premiums from a large group of people who
want to protect themselves and/or their loved ones against a particular
loss, such as a fire, car accident, illness, lawsuit, disability or death.
Insurance helps individuals and companies manage risk and preserve
wealth. By insuring a large number of people, insurance companies
can operate profitably and at the same time pay for claims that may
arise. Insurance companies use statistical analysis to project what their
actual losses will be within a given class. They know that not all in-
sured individuals will suffer losses at the same time or at all.

Pension fund is afinancial institution that controls assets and dis-
burses income to people after they have retired. It specializes in man-
agement and administration of personal and corporate pension
schemes. Pension funds collect regular contributions from individuals,
employees and employers make payments to retired beneficiaries.

While investment banks may be called "banks," their operations
are far different form deposit-gathering commercial banks. An in-
vestment bank is a financial intermediary that assists individuals, cor-
porations, and governments in raising financial capital by underwrit-
ing or acting as the client's agent in the issuance of securities (or
both). An investment bank may also assist companies involved in
mergers and acquisitions (M&A), etc. Unlike commercial banks and
retail banks, investment banks do not take deposits.

A brokerage firm, or simply brokerage, is a financial institution
that acts as an intermediary between buyers and sellers to facilitate
securities transactions. Brokerage companies are compensated via
commission after the transaction has been successfully completed. For
example, when a trade order for a stock is carried out, an individual
often pays a transaction fee for the brokerage company's efforts to
execute the trade.

A mutual fund (AmE) or unit trust (BrE)is a financial
institutionthat invests in securities, using money pooled from
investors (who become part owners of the fund). invests money from
a pool of investors in stocks, bonds, and other securities.
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WORDS AND PHRASES TO BE REMEMBERED

financial intermediary — ¢inancoBuii mocepeIHUK

financial institution — ¢inancoBa opranizariis; GpiHaHCOBa yCTaHOBA

to facilitate — nonermryBaru; gomoMaraTti; NpoOCyBaTH; CIPHUSITH

to conduct financial transaction — npoBoxuti (hiHAHCOBY OIEparlito

depository institution — gemo3uTHa yctaHoBa

contractual institution — qoroBipHa olajiHa ycTaHOBa

credit union— kpenuTHa criiKa

mutual fund — B3aemuwmii iHBeCTUIIHII HOHT

to disburse — posriauyBarucs, oriauyBaTH, CIIadyBaTH; POOUTH
BUJIATKH

to make payments to Smb — 3iiicHIOBaTH OILIATY, BAHATOPOIY

retired person — nexcionep

beneficiary — Genediuiap; Burononabysay

safekeeping — BianoBigansHe 30epiraHHs

electronic funds transfers — eekTpoHHMI TIEpeKa3 KOIITIB

building societies — sxuTno0yaiBHA KoOmeparis

trust company — TpacToBa KOMITaHist

mortgage loan companies — imoTeuna KommaHis

trust and mortgage loan company — goBip4o-inoTeyHa KOMIIaHis

savings and loan company — oraaHo-KpeJuTHA KOMITAHisT

brokerage — 6pokepchka IisuTbHICTB; OpOKEpPChKa CIIpaBa;

account holder — BnacHuk paxyHKy

SWipe — 34MTyBaJIbHUI NPUCTPIii JIsI MATHITHUX KApTOK

wire transfers — resrerpaduuii nepekas KOITIB

retail bank — po3apiOHwuii 6aHk

retail banking— 6ankiBchki mocayru st pi3UdHUX 0Ci0

securities— uinui mamepu

underwriting — rapanToBaHi KyMiBJIs i pO3MILIICHHS [IHHUX Tare-
piB; aHAEpaTHHT

chartered — nminen3oBaHuii; kUil Mae (IepXKaBHY) JIIEH31I0 Ha
3aHATTS [IEBHUM BUIOM HISUIBHOCTI

employee — ciryx00Belib, MPAIiBHUK, POOITHUK

employer — Haiimau, po6oTO1aBEIIb

fees — xomiciiina BuHaropona; 30ip; rOHOpapH; oOIUIaTa TMpaii
CHeniaiicTiB

affiliated company (syn. subsidiary) — acinifioBana, nouipHs KommaHis

estate — MaeTok; 3emMenbHe BOJIOIIHH

lawsuit — cynoBa cripaBa; cyJOBHi IPOLIEC; O30B

theft — kpanixka, 37011CTBO

premium — mpemisi; cTpaxyBaJibHa IpeMist
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REFINE YOUR VOCABULARY

Charge n — a price asked for services or goods — nrama, yina, na-
paxysanns, mapuc. Interest charges — eumpamu na onaamy 6iocom-
Ka. Syn. COSts.

Ex. They are going to introduce charges for special deliveries.

There is no charge for the services. You can download the soft-
ware free of charge.

Charge v — to ask someone to pay a particular amount of money
for something, especially for an activity or a service —npusnauamu
(yiny, naamy); cmszysamu, 3anucysamu 6 bope.

Ex. Does the bank charge a fee for setting up the account?

Do you charge on an hourly basis?

To charge an interest — napaxosysamu eiocomok, t0 charge a
penalty — naxnaoamu cmsenenns, cmseysamu neuro/wmpag, to
charge purchases to an account — sionocumu/géionecmu (3anucamu)
NOKYNKU HA PAXYHOK.

EX. We charge a 1% commission for changing traveller’s cheques.

Mind the difference

The terms salary, wages and fees are often confused by people and
are used interchangeably. But the truth is that these terms differ from
each other and hold different meanings.

Salary (salaries) — zapo6imna niama (cayacoosys) — is a fixed
amount paid to the employees at regular intervals for their perfor-
mance and productivity, especially professionals or white-collar
workers.

Wage - szapobimna nnama (po6imnuxa) — a fixed payment
earned for work or services typically paid on an hourly, daily or
weekly basis.

Fee — kowmiiiciiina BuHaropoja; 30ip; TOHOpapH; OIUIaTa Ipari
cremianmictiB — a payment made to a professional person or to a pro-
fessional or public body in exchange for advice or services.

1. Complete these sentences with the suitable word — salary,
wage or fees.

1. is the fixed amount of compensation which is
paid for the performance of an employee.

2. is the variable amount of compensation which is paid
on the basis of hours spent in finishing a certain amount of work.

3. paid to a consultant or similar to do a specific job in a
specific time and the person is not employed permanently.
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4. is given to the skilled persons who apply their profi-
ciencies in respective fields and generate the revenues for the firm.

5. are paid to the semi-skilled or unskilled worker
such as carpenter, welder, electrician, etc. who work on hourly basis.

6. once decided, in the beginning, remains fixed
throughout.

7. A rate keeps on changing and an individual is paid on
the basis of prevailing rate.

8. is given to those who are engaged in administrative
or office work job.

9. are paid to those who are engaged in manufacturing

processes that require unskilled or semi-skilled workers.
10. We couldn't afford to pay the lawyer's

VOCABULARY PRACTICE

I. Find in the text English equivalents for the following word
combinations.

baHkiBChKI TOCcTyru 1S Qi3WYHHX 0Ci0; YeKOBUU/TIOTOYHHIA pa-
XYHOK; ()IHaHCOBHil MOCEPEAHNK; JOYIPHE MiAIPHEMCTBO; B3aEMHI
(hoHM; BIACHUK PaXyHKY; JILECH30BAaHA yCTAHOBA; TapaHTOBAHI KyIli-
BJIA 1 pOSMlHICHHH IIIHHI/IX HaHeplB )I(I/ITJ'IO6YII1BHa KOOHepaHIH J010-
BipHA OIlaJHA yCTAHOBA ; CYCHIJ'ILCTBO B3a€MHOT0 1II0TEYHOTO KPe/y-
TYBaHHs; Cy/10Ba CIIPaBa; HaiiMad, poGOTOABENb AOYIPHS KOMITAHis;
BIAMOBIANbHE 30epiraHHs; CTPAaXOBaHA MPEMist; GPOKEpChKa CIIpaBa;
TenerpadHMii IepeKa3 KOIITiB; KpadiKKa, 37T0IIHCTBO.

Il. Give Ukrainian equivalents for the following word com-
binations.

Debit cards; to swipe of a card; to arrange wire transfers; to collect
regular contributions; to make payments to retired beneficiaries;
mutualfundcompanies; to accept deposits; mortgage loan companies;
contractual institutions; trust companies; electronic funds transfers;
employer; employee; building societies; alternative to regular
commercial banks; non-profit entities; to live within a certain
proximity; to offer higher rates on deposits; charge lower rates on
loans; to suffer losses; deposit-gathering commercial banks; raising
financial capital; underwriting; to disburse income; issuance of
securities; mergers and acquisitions; estate; retail banks.
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I11. In each set of words, cross out the word that does not have
the similar meaning to the first. Consult the dictionary. Translate
the words into Ukrainian. Compare your answers with another
student.

1. | tosimplify to facilitate to hamper to enable

2. | holder supervisor owner bearer

3. | totransfer to move to remit to hold

4. | charge price penalty cost

5. | underwriting guaranteeing backing rejecting

6. | grant demand application claim

7. | reimburse pay off compensate deprive

8. | business dealing | transaction to failure undertaking
9. | toown to possess to retain to abandon
10. | employee employer member of staff | hand

IV. Fill in the missing words or word combinations in the sen-
tences below. Choose from the box. Translate the sentences into
Ukrainian.

Depository institutions; retail bank; bank account; charter; mem-
bership fee; bank charges; pension fund; wire transfer; an affili-
ated company; mutual fund; building society (2); lawsuit.

1. payinterest on deposits from the interest earned on
the loans.

2. is an organization that manages a fund that is
invested in a wide range of shares, bonds, etc.

3. An amount of money that you pay to join an organization is
called a

4. A quick way of moving money from one bank to another any-
where in the world by telephone, computer, etc. is

5. An arrangement that sb has with a bank or building society to
keep money there and take some out is a

6. The amount of money that you pay regularly for a bank service
is called .
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7. There will be an investigation into the way the bank managed
its

8. All the financial institutions have a allowing them to
operate.

9. Bank of America is the nation largest

10. He filed a against the company for breach of con-
tract.

11. A company that is closely connected to or controlled by an-
other larger company or organization is

12. An organization like a bank that lends money to people Who
want to buy a home is called . People also save money
with a .

COMPREHENSION CHECK

Now read the text again and answer the following questions.
Compare your answers with another student and discuss any
differences. Make sure you can refer to a particular phrase or
sentence from the text for each answer.

1. What are the financial institutions?

2. What is a financial intermediary?

3. What is the difference between depository and non-depository
financial institutions?

4. What are the most important depository financial institutions?

5. What are the most important non-depository financial institu-
tions?

6. What important services do depository institutions provide to
the economy?

7. Who owns a commercial bank?

8. What services does a commercial bank offer to its customers?

9. What types of accounts do commercial banks offer to their cus-
tomers?

10. Who owns a credit union?

11. What financial institutions resemble building societies?

READING STRATEGIES

I. Read the text and entitle it. Choose one word to complete the
sentences. Summarise the text.

Commercial banks (2); hedge funds; investment banks; loans;
Islamic banks; non-bank financial intermediaries; private banks;
stockbrokers; deposits.
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Retail banks or (1) (often called High Street
banks in Britain) receive (2) from, and make (3) to,
individuals and small companies. (4) work with
big companies, giving financial advice, raising capital by issuing
stocks or shares and bonds, arranging mergers and takeover bids, and
so on. They also generally offer stockbroking and portfolio manage-
ment services to rich corporate and individual clients. Wealthy indi-
viduals can also use (5) , Which provide them with
banking and investment services, and (6) which are
private investment funds for wealthy investors (both individuals and
institutions) that use a wider variety of (risks) investing strategies than
traditional investment funds, in order to achieve higher returns.

In the USA, where many banks went bankrupt following the Wall
Street Crash in 1929, a law was passed in 1934 (the Glass-Steagall
Act) that separated (7) and investment banks or
stockbroking firms. For the rest of the 20™ century, there were regula-
tions in the US, Britain and Japan that prevented commercial banks
from doing investment banking business in other countries, including
Germany and Switzerland, large banks did all kinds of financial busi-
ness. But starting in the 1980s, many rules were ended by financial
deregulation, and Glass-Steagall was repealed in 1999. Large banks
became international conglomerates offering a complete range of
financial services that were previously provided by banks
(8) and insurance companies. (9)___ in
Islamic countries and major financial centres, offer interest-free bank-
ing. They do not pay interest to depositors or charge interest to bor-
rowers, but invest in companies and share the profits (or losses) with
their depositors.

Some car manufacturers, food retailers and department stores now
offer products like personal loans, credit cards and insurance. Techni-
cally, these are not banks, but (10)

Il. Read the text and entitle it. Be ready to define the key sen-
tence of each paragraph. Explain your choice.

(1) A building society is a mutual institution. This means that most
people who have a savings account, or mortgage, are members and
have certain rights to vote and receive information, as well as to at-
tend and speak at meetings. Each member has one vote, regardless of
how much money they have invested or borrowed or how many ac-
counts they have. Each building society has a board of directors who
run the society and are responsible for setting its strategy.
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(2) Building societies are different from banks, which are compa-
nies (normally listed on the stock market) and are therefore owned by,
and run for, their shareholders. Societies have no external sharehold-
ers requiring dividends and are not companies. This normally enables
them to run on lower costs and offer cheaper mortgages, better rates
of interest on savings and better levels of service than their competi-
tors.

(3) The major difference between building societies and banks is
that there is a limit on the proportion of their funds that building so-
cieties can raise from the wholesale money markets. A building socie-
ty may not raise more than 50% of its funds from the wholesale mar-
kets. The average proportion of funds raised by building societies
from the wholesale markets is 30%.

(4) Investment banking and commercial banking are two divisions
of the banking industry that provide substantially different services.
Investment banks speed up the purchase and sales of bonds, stocks
and other investments and aid companies in making initial public of-
ferings (IPOs). Commercial banks act as managers for deposit ac-
counts for businesses and individuals, although they primarily focus
on business accounts, and they make public loans through deposit
money that they hold.

(5) Commercial banks are highly regulated by a variety of federal
authorities, such as the Federal Reserve and the Federal Deposit In-
surance Corporation (FDIC). Commercial banks are insured by the
federal government, maintaining an ability to protect customer ac-
counts and provide a certain level of security. Investment banks differ,
as they are much more loosely regulated by the Securities and Ex-
change Commission (SEC). This offers less protection to customers,
but allows investment banks a significantly greater amount of opera-
tional freedom.

(6) There are some benefits of the combination of the functions of
investment banks and commercial banks. For example, a combination
bank can use investment capabilities to aid a company in the sale of
an IPO, and then use its commercial division to offer a generous line
of credit to the new business, enabling the business to finance rapid
growth and consequent increases its stock price.
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SPEAKING STRATEGIES

Activity 1.

Comment on the following tables.
Figure 1.

TYPES OF FINANCIAL SERVICES

- Foreign
Banking exchar% - Investment Ihatitance
services ANg services Y
services

- ~
Asset
| | Issuance of | | Currency manageme Insurance
checkbooks Exchange 5 brokerage
L L J
( Provide ) [ Foreign | Hedge fund
personal — Currency manageme Reinsurance
—{ loans, com Banking nt
mercial
e ey~
loans | Wire
—_— transfer
|
- ATMs

Figure 2.“Where Our Money Is Deposited” summarizes the
distri bution of assets among the nation’s depository institutions.

Credit unions $685 billion
5%

Savings banks $1.8 trillion

15% Commercial banks $9.2 trillion

80%
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Figure 3.
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Activity 2.

Opening a Bank Account

In this part we are going to practise the English needed for
opening a bank account. Be ready to answer the following ques-

tions.

1. What should you do before opening the bank account?
2. What documents do you need to open the bank account abroad?
3. What kind of information is necessary for opening the bank ac-

count?

4. What kind of account can you open?
5. Which of the following might you need to open up a bank ac-

count?

Put a tick in the box below:

passport O | SIMcard O
driving licence O | telephone bill O
photo 1D O | national health card O
electricity bill O | restaurant bill O
gas hill O | NI number O
wage slip O | council tax bill O
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Activity 3.
Read the information given below, then summarise it.

Interest rates, services, and fees vary from bank to bank. Banks
may charge a fee you don't expect, so ask for a complete overview
of the conditions. Before you open an account, you should talk to
the customer service or representative about the services, fees, and
support they give to student customers. Remember, your expecta-
tions of a bank at home are different from your expectations of a
bank abroad. For instance, do not expect that a savings account
here will work in the same way as your savings account at home.
You may also want to look into the locations of ATM machines
that you can use without being charged fees. Once you have found
a bank that you would like to join, you will need forms of
identification, e.g. passport, to open an account. If you do not have
a Social Security number, the bank may use your student ID
number. Some people do print their ID number on their checks, but
this is not recommended.

What do you need to open a bank account in brief?
Your ID (passport)
Money to deposit
Your mother's maiden name for security check
Proof of address like an envelope or personal check printed with
your name and address, if possible, or a rental agreement or utility
bill.

e If you have a U.S. Social Security Number (SS#), take it. Your
SS# is necessary for tax purposes.

e You might not need everything in the above list. The most
important items are the 1D and money.

Facts you ought to know before you choose a bank:

e What are the monthly charges and are there ways to avoid
paying them?

e How much do checks cost?

e How much does it cost to use the ATM (Automatic Teller
Machine)?

e What are the interest rates on the checking and savings
accounts?

e What is the charge for overdrawing your account?
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(For example, Fleet charges $25 when your account is overdrawn
by $1000.)

o Will you receive a printed statement from the bank that lists all
your banking activity every month?

Activity 4.

Read a specimen talk in a Swiss bank. Be ready to reproduce
the dialogue together with your group-mate.

Cashier: Good afternoon, sir.

Man: I’d like to open an account, please.

Cashier: Certainly, sir. Do you live in Geneva?

Man: Yes. I'm at the Interpreters' School.

Cashier: Are you a student?

Man: Yes.

Cashier: What sort of account would you like?

Man: A current account, | think.

Cashier: Have you got any large sums to deposit?

Man: No, only a thousand francs or so a month.

Cashier: Well, we can open a current account with a cheque book
for you as long as the initial sum is at least three thousand francs. But
I'd advise you in your case to take an account that gives you more
interest, and which is more practical. We normally advise students to
open deposit accounts.

Man: Can | take out money whenever | like?

Cashier: Yes. There are two or three types of account. They permit
you to withdraw up to ten thousand francs a month.

Man: Can | receive money directly from abroad?

Cashier: Certainly.

Man: And can | withdraw at a branch office?

Cashier: Certainly, though it may be more convenient to open
your account in our branch near the University.

Man: No, | live quite near here. Do you need a passport?

Cashier: Yes.

Man: I'm afraid | haven't got it on me. Will my student card do?

Cashier: No, I'm afraid not.

Man: I'll come back later, then.

Cashier: Very good, sir.

Note: The initial sum necessary in order to have a cheque book
varies from country to country and from bank to bank.
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ROLE PLAY
Activity 1.

A. With a partner, act out the roles below, based on the dia-
logue between a student and a bank manager about opening a
bank account.

Student  May | come in, sir?

Manager Yes, come in. Please, be seated. How can | help you?

Student  Sir, | want to open an account with a bank.

Manager What is your profession, boy?

Student | am a student.

Manager What is your income source?

Student  Yes, | frequently get money as my educational
expenses and on different occasions from my parents and relatives.
But I don’t spend a lot of money.

Manager Oh good. | need to open a saving account.

Student  Saving account? What have I to do for this, sir?

Manager First, you have to take a form. Then you fill it up well
and submit it with the necessary documents. In the relevant field of
the form, you must provide information of your selected nominee and
an introducer, who has an account with us.

Student  What are the documents | have to attach with my
application form?

Manager You’ll need your recent passport-Size photograph and
photocopy of your ID card. Photo of your nominee is also needed.

Student ~ What else do | need to do, sir?

Manager You’ll also need to put your signature on a signature
card and deposit at least one hundred US dollars for the first time.

Student  OK, for the time being, I don’t have all the things
collected.

Manager OK, come next time. And listen, when you are opening
your account, just go to counter No4 and take a form. They will help
you step by step. If you feel any problems come to me.

Student  Thank you for your help.

Manager You are welcome.

Activity 2.

Suppose, you are a student and a scholarship holder. You want
to deposit the scholarship money in a bank so it can be helpful in
your hard times. Now, complete the dialogue between you and a
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bank manager about opening a bank account; then read and re-
produce it together with your group-mate.

Student  May | come in, sir?
Manager Yes, sit down, please.
Student  Thank you, sir. Can you help me open an account

a bank?
Manager  Of course. What of account do you like to open?
Student  I’m not sure, sir. I am a student and I want to save my
money.

Manager Oh student! Then you need to open a
account.
Student  What have I to do for this, sir?

Manager First, you have to take a . Then you fill it
well and submit it with your passport-size
photograph and photocopy of your ID card. In the relevant of
the form, you must provide information of your selected and
an , who has an account with us.
Student ~ What else do | need to do, sir?
Manager You’ll also need to put your on a signature

card and deposit at least one hundred US dollars the first time.

Student  OK, for the time being, I don’t have all the things
collected.

Manager OK, come next time. And listen, when you are opening
your account, just go to No12 and you’ll have all the out helps
to open an account. If you feel any come to me.

Student  Thank you for your help.

Manager You are welcome.

Activity 3.

Suppose, you are a student. Along with your other birthday
gifts you got a good amount of money from your near and dear
ones. You are not willing to spend the money but want to deposit
it in a bank. For this purpose you have planned to open an
account with a bank. Now, role-play a dialogue between you and a
bank manager. Ask questions about:

e documents you need to open the bank account;

e kind of account you can open;

e services, fees, and support the bank gives to student customers;

e locations of ATM machines.
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Activity 4.

Choose one of the following quotations about banks; discuss it
with your partner. What do the authors mean? Do you agree or
disagree with them? Comment on it.

e “A bank is a place that will lend you money if you can prove that
you don't need it.”

Bob Hope (1903-2003), an American actor

e “A banker is a fellow who lends you his umbrella when the sun
is shining, but wants it back the minute it begins to rain.”

Mark Twain (1835-1910), an American writer

e “Bank failures are caused by depositors who don't deposit
enough money to cover losses due to mismanagement.”

Dan Quayle, born 1947, an American politician

e “I believe that banking institutions are more dangerous to our
liberties than standing armies”

Thomas Jefferson (1743-1826),

the third President of the USA

e “It is well enough that people of the nation do not understand our
banking and monetary system, for if they did, | believe there would be
a revolution before tomorrow morning.”

Henry Ford (1863-1947) the founder
of the Ford Motor Company

WRITING STRATEGIES
I. Write a brief summary of text A.

I1. Choose one of the topics below.Write an essay (100 — 150
words).

1. The history of money and why we use it.

2. What is the future for electronic banking?

3. What is currency and why do we use it in everyday life?

4. What would be the advantages if the world used one currency?

5. What would be the disadvantages if the world used one
currency?
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SELF-ASSESSMENT QUESTIONS
Complete the words below to match the following meaning

1. | Paper money (such as dollar bills) and coins C------ y
o | Adocument that you get from someone as proof | o ____ t
" | that you have given them money or goods
3. | The real value that a company has (an asset, etc.) | I------- CVv---¢
Standard unit of currency in a country’s money | n, »
4. supply M yu--t
The total amount of money issued by a
5 | country’s monetary authorities and held by all M---VS----
" | persons and organizations in a country at a y y
particular time
6. | Aneconomic system in which the value of G--ds-nn-- d
" | money is based on the value of gold
7 | The place where a country makes its coins and M - -t
" | paper money
An international financial institution that
8. provides loans to developing countries The W ---dB--k
g | Afunction of money that allows people to pre- S--e0-V---e
" | serve value for future use
Institutions which accept and manage Do--enon-- y
10. | deposits,pay youinterest on
yourdepositsandusethedeposits to makeloans l-----e S
11, | A direct exchange of goods and services without | 5 = _
" | the use of money
Money that people and organizations have in
121 hank accounts B--kd------- s
13. | The ability of money to be divided into parts D---------- y
Paper currency decreed by a government as legal
14. | tender but not converted into coins or precious F--tm---y
metal
15, | Money which exists only in banking computer Eceeeeeos Cm---y

systems and is not held in any physical form
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TAXATION

P

UNIT FOUR
TAXES

Section | Text A. Taxation &Taxation Principles
Section Il Text B. Types of Taxes You Should
Know About
Useful English  Expressing Comparison &
Contrast Expressing Cause / Effect

LEARNING OBJECTIVES

After studying this unit, you should be able to:

o apply reading skills to comprehend, analyze, summarize and
interpret texts related to taxation and types of taxes;

¢ identify the main idea; read for details, a specific facts or pieces
of information; deal with unknown vocabulary;

e express general and personal opinion; agreement and disagree-
ment;

¢ evaluate information; draw conclusions; formulate questions;

o talk about taxation, taxation principles abd types of taxes: give
spontaneous and prepared monologues, dialogues, and group interac-
tion using topical vocabulary;

e summarize, render and translate texts related to the issues
covered in the unit.
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LEAD-IN

Now, in this chapter, we direct your attention to the subject and
basics of taxation, explain the general principles of taxation, and
consider criteria for effective taxes, looking at how taxes affect
people’s desire to work and save, examine different types of taxes

1. Discuss these questions with your partner.

» What is taxation?

» Do you think the taxes you pay are fair?

» How do taxes affect people’s desire to work and save?

2. Comment on the following quotations about taxes. What do the
authors mean? Do you agree or disagree with them? Discuss it with
your partner.

INTHISWORLD -

4 NOTHING IS CERTAIN

=&+ BUT DEATH & TAXES. #
Benjamin Franklin

» “The power to tax is the power to destroy.”
John Marshall(1755-1835),
Chief Justice of the Supreme Court of the USA

» “Income tax returns are the most imaginative fiction being
written today”

Herman Wouk/ ‘'wouk/ born 1915,

an American author

» “You can’t tax business. Business doesn’t pay taxes.

It collects taxes.”
Ronald Reagan/‘reigan/(1911-2004),
the 40th President of the United States.

> “I like to pay taxes. With them, I buy civilization.”

Oliver Wendell Holmes Jr.(1841-1935),
Associate Justice of the Supreme Court of the USA
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» “We contend that for a nation to try to tax itself into pros-
perity is like a man standing in a bucket and trying to lift himself
up by the handle.”

Winston Churchill (1874-1965),
the Prime Minister of the UK

» “Death, taxes and childbirth! There's never any convenient
time for any of them.”

Margaret Mitchell(1900-1949) an American writer

and journalist. Authour of well-known novel

“Gone with the Wind”

KEY TERMS

1. Before reading text A, B and C study the key terms and
their definitions.While reading the texts, you should pay attention
to the economic and business terms. They will become the basics
of your professional vocabulary.

1. Taxation — onooamxyeanms;, cmsenennanodamky — the system
or the act of collecting money by taxes; money that has to be paid as
taxes

2. Tax — nooamox, 36ip; mumo — a compulsory contribution to
state revenue, levied by the government on workers' income and busi-
ness profits, so that it can pay for public services

3. Incidence of the tax (tax incidence) — c¢epa éniusy nooamky —
the effect of a particular tax on people or organization,and how much
they have to pay

4. Direct tax — npsamuu nooamox — tax which is collected directly
from the person or company who pays it, for example income tax

5. Indirect tax — wenpsmuii nooamox — tax which, is collected
from businesses on the goods and services that people buy from them

6. Tax rate — cmaska nooamky — the percentage of an amount of
money or of the value of sth that has to be paid as tax

7. Tax rebate — nooamxose 3nuoicenns, nosepuenns nepeniamu 3a
nooamkamu — an amount of money that is paid back to you if you
have paid too much tax.

8. Marginal tax rate — epanuuna cmaexa onooamkosysanms —
(also marginal rate of tax) a rate of tax that is paid on your next unit of
income; the highest rate of tax that sb pays

9. Benefit principle — npunyun xopucnocmi — a theory that states
that the people who benefit more from a government product or ser-
vice should pay more tax for it than those who benefit less.
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10. Ability-to-pay principle — npunyun niamocnpomoscrnocmi —
a theory that states that people who earn more money should pay more
tax, so that there are higher rates of tax on higher incomes

11. Proportional tax — nponopuyitinuii nooamox — fixed tax (BrE
flat tax, proportional tax) is one that takes the same percentage of all
incomes regardless of size

12. Regressive tax — pezpecusnuii nooamox — is one that takes a
higher percentage of a low income and a lower percentage of a high
income (ex. sales tax)

13. Progressive tax — npoepecusnuti nooamox — is one that takes
a larger percentage of a higher income and a smaller percentage of a
lower income(ex. income tax)

14. Sales tax — noodamox 3 npooadxcy (nooamox 3 o06ieyl3
obopomy) — a regressive tax added to the price of goods at the time
they are sold

15. Income tax — nooamox na npubymox — a certain percentage of
your income that you have to pay regularly to the government.

16. Value-added tax (VAT) — nooamox na dodamny eapmicme — iS
a tax levied on the value added to goods at every stage of production.

2. Match the terms with their definitions.

the effect of a particular tax on people or

1. | Direct tax & | organization

b the percentage of an amount of money or of

2. | Sales tax the value of sth that has to be paid as tax

is one that takes a larger percentage of a higher
3. | Taxation c. | income and a smaller percentage of a lower
income

tax which is collected from businesses on the

4. | Proportional tax | d. goods and services that people buy from them

a compulsory contribution to state revenue,
5. | Value-added tax | e. | levied by the government on workers' income
and business profits

tax which is collected directly from the person

6. | Income tax f. or company who pays it

7 Ability-to-pay the system or the act of collecting money by
* | principle 9 | taxes; money that has to be paid as taxes

148



End of table

8 Marginal tax ho|atax levied on the value added to goods at
* | rate " | every stage of production.
9 | Tax i |an amount of money that is paid back to you if

you have paid too much tax

a certain percentage of your income that you

10. | Benefit principle | j. have to pay regularly to the government.

is one that takes a higher percentage of a low
11. | Indirect tax k. | income and a lower percentage of a high
income

a theory that states that people who earn more
12. | Progressive tax I. | money should pay more tax, so that there are
higher rates of tax on higher incomes

a theory that states that the people who benefit
more from a government product or service

13. | Taxrate M- | should pay more tax for it than those who
benefit less.

14| Regressivetax | n. | 800 b te of tht hat o paye.

15, | Taxincidence | o. | 5 o0e 1 e he same prcentage of

16. | Tax rebate . a regressive tax added to the price of goods at

the time they are sold

3. Give the proper terms for the following definitions.
a. A situation where the average rate of tax falls as income rises

b. A tax which is collected directly from the person or company
who pays it, for example income tax

c. A situation where the proportion of income taken in tax stays
the same as income increases

d. A tax charged as a percentage of the selling prlce of an article or
commodity .
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e. A tax charged at an increasing rate as the taxable income
increases

f. An approach to taxatlon based on the idea that taxes should be
proportional to one’s ability to pay

g. An eventual distribution of the burden of a tax as a result of
which certain people suffer a reduction of their real income resulting
from the imposition of a tax

h. A tax levied on the incomes either |nd|V|duaI taxpayers or
households

i. Money compulsory levied by the state or local authorities on
individuals, property, or business

J. Theory of taxation that states that tax burdens should be
allocated among taxpayers in accordance with the benefits they
receive from provision of public goods

k. A tax levied on goods and services rather than on income or
profits

I. A tax that has Iess effect on people with a high income than on
people with a low income

m.The effect of a particular tax on people or organization

n. The hlghest rate of tax that somebody pays
0. An amount of money that is paid back to you if you have pald
too much :

PRONUNCIATION GUIDE

incidence [ 'insidons] evasion [1'ver3(o)n]
welfare ['welfea] forfeiture ['fo:fiffo]
incarceration [in ka:sa'rerf(a)n] mortgage ['mo:gids]
emirate ['emirot] utility [jo'tilati]
expenditure [1k'spenditfs] debt [det]
agency/['erd3(o)nsi] vary ['ve(9)ri]
percent[par'sent] percentage [pa'sentids]
criterion (sg) [krar'ti(o)rion] criteria (pl) [krar'ti(o)ria]
impartial [1m'pa:[(a)1] levy ['levi]
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SECTION |

I. Read text A and be ready to complete the tables with the
information from the text.

Tablel

Criteria for Effective Taxes Description

Table2

principles of taxation Description Examples

Text A

Taxation &Taxation Principles

Taxation is a means by which governments finance their
expenditure by imposing charges on citizens and corporate entities.
Some form of tax or another can be traced back to well over 3,000
years ago. Governments use taxation to encourage or discourage
certain economic decisions. For example, reduction in taxable
personal (or household) income by the amount paid as interest on
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home mortgage loans results in greater construction activity, and
generates more jobs.

A tax is a financial charge or other levy imposed upon a taxpayer
(an individual or legal entity) by a state or the functional equivalent of
a state to fund various public expenditures. A failure to pay, or eva-
sion of or resistance to taxation, is usually punishable by law. Taxes
are also imposed by many administrative divisions.

Tax is money that people have to pay to the government. Gov-
ernments finance most of their expenditure by taxation. If they
spend more than they levy or charge in taxes, they have to borrow
money. For example, taxes are used to pay for people who work for
the government, such as the military & police. Governments also
use taxes to fund welfare and public services such as educa-
tion&health care, pensions for the elderly, unemployment benefits,
and public transportation. Energy, water and waste management
systems are also common public utilities. Some of the taxes include
expenditures on war, the enforcement of law and public order, pro-
tection of property etc.

In modern taxation systems, governments levy taxes in money.
Tax collection is performed by a government agency. When taxes are
not fully paid, the state may impose civil penalties (such as fines or
forfeiture) or criminal penalties (such as incarceration) on the non-
paying entity or individual. Governments use different kinds of taxes
and vary the tax rates.

A tax rate is the

When the government %
percentage of tax " ./ \\a

gives a tax rebate, it

that a company
must pay to returns tax money to
government. people or companies.

This is done to distribute the tax burden among individuals or
classes of the population involved in taxable activities. Few countries
impose no taxation at all, such as the United Arab Emirates.

Finally, there is the matter of who actually pays the tax. This is
known as the incidence of a tax — or the final burden of the tax.
Suppose a city wants to tax a local electric utility to raise revenue. If
the utility is to raise its rates, consumers will likely bear the burden of
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the tax in the form of higher utility bills. However, if the company’s
rates are regulated, and if the company’s profits are not large enough
to absorb the tax increase, then shareholders may get smaller divi-
dends — placing the tax burden on the owners. The company also
might delay a pay raise — shifting the burden to its workers.

Criteria for Effective Taxes. To be effective, taxes must be equi-
table, easy to understand, and efficient. Some taxes will always be
needed, so we want to make them as fair and as effective as possible.
To do so, taxes must meet three criteria: equity, simplicity, and effi-
ciency.

The first criterion is equity, or fairness, which means that taxes
should be impartial and just. Problems arise when we ask, what is
fair? You might believe that everyone should pay the same amount.
Your friend may think that wealthier people should pay more than
those earning less.

A second criterion is simplicity. Tax laws should be written so that
both taxpayers and tax collectors can understand them. People seem
more willing to tolerate taxes when they understand them.

A third criterion for an effective tax is efficiency. A tax should be
relatively easy to administer and reasonably successful at generating
enough revenue while not harming the economy.

Taxes in the United States are based on two principles that have
evolved over the years. These principles are the benefit principle
and the ability-to-pay principle.

Benefit principle of taxation states that taxes should be paid ac-
cording to benefits received regardless of income. The benefit princi-
ple of taxation states that those who benefit from government goods
and services should pay in proportion to the amount of benefits they
receive. Gasoline taxes are a good example of this principle. Because
the gas tax is built into the price of gasoline, people who drive more
than others pay more gas taxes — and therefore pay for more of the
upkeep of nation’s highways.

The ability-to-pay principle states that that people should be
taxed according to their ability to pay, regardless of the benefits they
receive. An example is the individual income tax, which requires peo-
ple with higher incomes to pay more than those who earn less.

WORDS AND PHRASES TO BE REMEMBERED

to impose (on, upon) — oOkaxaTH (TIOAATKOM, MUTOM)

to impose a duty — o0kiragaTi MUTOM; HaKJIa1aTH 3000B'I3aHHS
to impose a penalty — Haknagati nokapanHst (CTSTHEHHS)

to impose a fine — nHaknagatu mrpad

153



fine — mrpad; neus

to fine — naknagatu mrpad (meHro)

to impose a fine on the spot— naknagatu mwtpad Ha Micii

forfeiture —mo36aBnenns (mpaB, MaiiHa, Tocajan); KOHQICKAIIis;
mrpad

incarceration — B3sTTs miJ] BapTy; YB'ss3HEHHs, 1030aBJICHHS BOJI

levy — 36ip; Komicisi; MUTO, ITOJIATOK; ILIATA

to levy (- on) — craryBaru (komicii, 300pu) ; 30upatH (MOJATKH);
oOknagatu (IOJaTKOM, MUTOM).

Syn. to impose on; to tax; to take; to lay

to levy a tax — oOkJaaTH MOIaTKOM

legal entity — ropuaruna ocoba

corporate entity — xomepiiiliHa oprasizaiis, KOpIoparis;

evasion of taxes — yxuieHHs Bifl CIUTaTH [TOJIATKIB

to punish — kapatu (B T. 4. B KpUMiHAJIBHOMY MOPSKY) ; HaK/Ia-
JIaTH CTSTHECHHS,

welfare — Omnaro; Giaronosy4usi; 0J1aroiifHICTh; COIliaibHE 3a-
Oe3neueHHs

welfare payment — (nep:asHa) couianbaa goromora

public service — komyHanbHi nocayru

public utility— xomyHanbHe niANPHEMCTBO;

public utilities — mickke rocrnoaapcTBo

charges for public utility services — mnara 3a KOMyHaJIbHI T10-
CITyTH

unemployment benefits — nonomora y3B's3ky 3 6€3po0ITTsIM

expenditure — BuTpavaHHs; BUJATKH

mortgage — 3acTaBa; imoTeKa; 3aKiaHa

tax rate — craBka OmoJaTKyBaHHsS; HOPMa OIOJATKYBaHHS; I10-
JIATKOBa CTaBKa

marginal tax rate — rpanuyHa cTaBKa ONOAATKYBaHHS

minimum tax rate — miHiMaibHa CTaBKa MOJATKY

average tax rate — cepenHs CTaBKa IOAATKY

effective tax rate — ¢akrtuyna (YMHHA) MOIATKOBA CTaBKa

progressive tax rate — mporpecuBHa cTaBKa MOJATKY

tax burden — nonatkoBmii Tsrap; cyma IMOAATKIB, IO CIUIAYY-
I0ThCSA (CTATYIOTHCS)

impartial — 6e3cTopoHHil, HeyepeHKEHUH, CrIpaBeITUBHIA

incidence — cdepa BIuMBY (OXOTLIICHHS)

tax rebate — momaTkoBe 3HMIKEHHSI; TIOBEPHEHHS IEpeIUiaTh 3a
OaTKAMHK

Note: criterion (pl. criteria) — kpurepiii, Mipuio
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VOCABULARY PRACTICE

I. Find in the text the English equivalents for the following
word combinations.

OOKamaTi MoaTKOM; JepyKaBHA COIfiaJIbHA JTOTIOMOTa; IuiaTa 3a
KOMYHaJIbHI TIOCJIyTH; IOpUIMYHA 0c00a; YXWJIEHHS BiJ CIUIaTH IIO-
JATKiB; IPOrpeCUBHA CTAaBKA MMOJATKY; MPUHIUI KOPUCHOCTI; TPAaHNY-
Ha CTaBKa OIOJATKOBYBaHHs, MPHHIMUI ILIATOCIIPOMOXKHOCTI; TOa-
TOK Ha JOJAHy BapTiCTh, CTaBKa IOJAaTKy; HAKIAJaTH IOKapaHHS
(ctaraenHs); 30ip, KOMicCis, MUTO; KPUTEPii; MOAATKOBUN TATAp; TPO-
rajfHa y MmoJaTKOBOMY 3aKOHOJIABCTBI; 3acTaBa; cdepa BIUIMBY (0XO-
TUICHHS); KOMIICHCAIlIifHA TTOJTaTKOBA ITUTbIA.

I1. Give the Ukrainian equivalents for the following word com-
binations.

Choose three word combinations and explain their meaning
with your own words. Make your own sentences.

Expenditure; to impose charges on citizens; to trace back; to
encourage or discourage economic decisions; reduction in taxable
personal (or household) income; home mortgage loan; resistance to
taxation; to fund welfare; unemployment benefits; waste management
systems; enforcement of law; to impose civil penalties; forfeiture;
incarceration; incidence of a tax; to raise revenue; criteria; to delay a
pay raise; equitable taxes; simplicity and efficiency; impartial taxes;
to shift the burden to smb.

I11. Express in one word.

to introduce by law the paymentof atax —tol__ _;

the action of spending fundse _ ;

a punlshment imposed for breaking a law, rule or contract

wNE

6. somethlng difficulttobear—-b_ ;
7. the action of evading something—e_ _ _ _ _ _
8. an amount of money that is paid back to smb if he/she has

paidtoo much tax —t-x r- - - -e .
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IV. Fill in the missing words or word combinations in the sen-
tences below. Choose from the box. Translate the sentences into
Ukrainian.

taxation; reduction; public utilities; was imposed; marginal
rates; tax loopholes; income tax; evasion; public service;
encourage; duty; direct taxes; tax rebate; discourage;
mortgage loans; fines; welfare; incidence of taxation; tax rate.

1. Low levels of have attracted some big companies
to the region.
2. The government has reduced but raised

taxes on spending.

3. The government raises most of its revenue from indirect taxes
such as VAT and on fuel.

4. The government has promised to lower

5. The court can impose of up to two million euros.

6. Governments use taxation to or certain eco-
nomic decisions.

7. The retailer exploited a in Scottish law and sacked
staff who refused to work on Sundays.

8. in taxable personal (or household) income by
the amount paid as interest on  home results in
greater construction activity, and generates more jobs.

9. is a certain percentage of your income that

you have to pay regularly to the government.
10. The authorities will pursue companies that abuse

11. A new tax on fuel.

12. They believe that international commerce is harmful to the
of developing countries.

13. The planned tax increase on oil and gas profits will mean that

the company effective will rise.
14. They are trying to introduce on income.
15. is something such as health

care, transport, or the removal of waste which is organized by the
government or an official body in order to benefit all the people in a
particular society or community
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16. are services provided by the govern-
ment or state, such as the supply of electricity and gas, or the train
network.

17. The structure of production may influence the

18. More than 2 million tax payers will receive checks totaling $1
billion because of the federal pro-
gram.

V. Write one word in each gap to complete the sentences.
Translate the sentences into Ukrainian.

1. These proposals would only increase the tax on
business.

2. The government its attention away from the fight
against crime.

3. Everyone whose qualifications meet our will be
considered.

4. The process of making sure that something happens, especially
that people obey a law or rule is called law
5. Money provided by the government to someone who does not
have a job is unemployment

6. is an amount of money that you have to pay, for ex-
ample as a tax.

7. The costs involved would outweigh any gained.

8. This new tax an unfair burden on employers.

9. We intend to make child one of our priorities.

10. Care provided by the state or another organization for people
in need is the system.

11. Do you have a on your house? You can pay it
back by making monthly payments.

12. Public is a company that provides gas, electricity, or
water for people to use.

13. Public — a service that the government pays for,
such as education or health care.

14. should ideally not exceed income.

15. is an amount of money that you have to pay because
you have broken the law.

16. The court has the right heavy fines.

17. She £250 for speeding.
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COMPREHENSION CHECK

Now read text A again and answer the following questions.
1. What is taxation?
2. What is tax?
. What is tax rate?
. What are the basic aspects of governmental spending?
. What is the main purpose of taxes?
. What is the incidence of the tax?
. How taxes are administered?
. What are the criteria for effective taxes?
. Why is equity important?
10. What are the basic principles of taxation?
11. What does the benefits-received principle state?
12. Why is the benefits-received principle considered to be unfair?
13. What does the ability-to-pay principle mean?
14. Which principle of taxation do you prefer, and why?
15. Which of the two principles of taxation—the benefit principle
or the ability-to-pay principle—do you think is more equitable?
16. Do you think the taxes you pay are fair?

©©o~NoO U w

READING STRATEDIES

I. You are going to read the text about personal taxation in the
UK. Considerthe questions and be ready to answer them as soon
as you read the text.

1. What is Geoff Peters?

2. How is personal taxation structured in the UK?

3. How is it levied?

4. What new legislation has recently been introduced?

5. What do you think the government uses national insurance con-
tributions for?

6. What is PAYE?

Personal taxation in the UK.

Geoff Peters, Chief Inspector of Taxes at the Inland Revenue was
asked to give a short overview of personal taxation as it stands at the
moment in the UK.

Here is his presentation in brief.

Good afternoon, ladies and gentlemen. Unfortunately, in the UK
too, there’s no getting away from the man you all love to hate — the
taxman.
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So, contrary to popular opinion, UK personal taxation is both simple
and relatively low. There are two rates: 25 per cent on taxable income up
to £23,700, and 40 per cent on income above this figure. You’ll notice |
say taxable income, as, like most countries, there are a series of deduc-
tions and allowances which can be taken into account before arriving at
your net taxable income figure. The major one relates to the status of the
individual: a single person’s allowance at present stands at £3,295, while
a married person’s allowance is currently £5,015.

At this point | should mention that the government has recently in-
troduced legislation which allows married couples to opt for separate
taxation.

Other allowances or deductions which are common are, firstly, tax
relief on private pensions. At the moment this is allowable up to 17.5
per cent of total income, up to the age of 35, rising to 40 per cent
above 60 years old. Also the much vaunted tax relief on mortgages or
loans to buy a house — here there is currently 7 per cent tax relief on
the interest payable to the bank or building society up to a maximum
of £30,000 capital borrowed. The percentage relief obviously depends
on the interest rates that are operative at any one time.

Right, that covers the first part of my presentation; I’d now like to
move on to how personal tax is levied. The Inland Revenue obliges
employers to operate a PAYE (Pay As You Earn) scheme, which
means the tax is deductible at source. In other words, by the employer
before making out the monthly salary cheque or bank transfer to the
employee. The tax is then collected direct from the employer. At the
same time | should mention that the employer is obliged to deduct
National Insurance from the employee’s salary — the employee’s con-
tribution being roughly 9 per cent of income, the employer’s ranging
from 5 to 10 per cent. These are approximate figures as it is also in-
come-related. This last transparency summarizes the situation.

Il. Read the text about personal taxation in the UK again and
complete the information in Charts 1 and 2.
Chart 1. Personal taxation

Rates

Lower rate: up to £23,700: a. %
Higher rate: above £23,700: b. %
Allowances

Single person: c¢. £
Married person: d. £
Pensions: e. maximum % of income
Mortgage interest relief: f.
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Chart 2. Collection of personal taxes

Income tax

System: g.

National insurance

Employee’s contribution: h. %
Employer’s contribution: i. %

TRANSLATION PRACTICE

Translate into English.

1. OnozaTkyBaHHs — 3aKOHOJABYO BPEIy/IbOBAHMII IIPOLIEC BCTa-
HOBJICHHS Ta yTPHMAaHHs I0JaTKIB Y KpaiHi.

2. Hogartkn — 00OB'I3KOB1 TUIATEXi, SKi CIUIAYYIOTh (i3HYHI
Ta IOPUINYHI 0COOH 10 OIOIKETY.

3. IlomaTkoBa cTaBKa — pO3Mip MOJATKY Ha OAMHUIIO OMOJATKY-
BaHH;I, BCTAHOBJICHUI B 3aKOHOJJABUOMY TTOPSAIKY.

4. Buau cTaBOK OMOAATKYBAaHHS PO3PI3HIOIOTHCS OIMH BiJl OJHOTO
BIMOBIIHO IO CIOCOOY, KU BUKOPHUCTOBYETHCS, IIOO BHU3HAYUTH
CyMy IOJATKy IO BiJHOLICHHIO 0 MPUOYTKY, SIKAN IMiJUISArae Omnoaat-
KyBaHHIO

5. 3arasiom, MoAaTKM JUIATHCA HA TPSAMI Ta HETIPSIMI.

6. IIpsmi MOJATKH CTATYIOThCA O€3mOCEepPEeHBO 3 JOXOMiB 1
MaliHa TUTaTHUKA moaaTkiB. [IpsMuMu mojgaTkamMu MOXKHA Ha3BaTH
Taki, SK IOJATOK Ha Joxoau (i3MYHHX OCiO, IIOJaTOK Ha Hpuody-
TOK 1 o1i0Hi.

7. HenpsiMi mogaTKy Ha TOBApH W MOCIYTH, YCTAHOBJIIOBAHI LIEH-
TpaNbHUMH I MICIIEBUMH OpTaHaMH BIAAH Y Bnrn;u:[i Ha)16aBOK hi (o)
L(iHK TOBapIB a00 Tapudy Ha MOCIYTH i HE3AIeKHI Bl JOXO/IB IUIaT-
HUKIB TIOJATKIB.

8. IlpuHIUT TIIATOCTIPOMOYKHOCTI — I1€ MPUHIIMIT OTIOAATKYBaHHS,
SIKMI CTBEPJUKYE, 110 MOAATKU IMOBUHHI CIIAYyBAaTUCh THMHU, XTO MO-
JKe c0o01 JO3BOJIMTH IIJIATUTH IX.

9. IIpyHUMI TUTBr — L€ NPUHIMI ONOAATKYBaHHA, SKUH CTBep-
JUKY€E, IO Ti, XTO OTPUMYE MIJIBTH BiJl ypSAIYy € caMe€ TUMH, TO TIOBU-
HEH 33 HUX TUIATHTH.

10. T'onoBHa BuUMOTa TapHOI CHUCTEMH ONOJATKYyBaHHSI — OyTH
CIIPaBEIMBOIO.
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SECTION Il

Taxes, along with taxation rules are one of the most complex and
confusing topics of any financial system. This complexity arises
because of different types of taxes with different tax rates and
continuous amendments in the taxation rules. Text B introduces
different types of taxes and discusses some of the specific features of
each.

I. Read text B and be ready to define progressive, regressive
and proportional taxes. Complete the table with the information
from the text.

Types of taxes Description Example

TextB
Types of Taxes You Should Know About

— 2
( inconse ras
s -

~CAFZ T AL

e
(5,4/ ErAX > J GATAS TAX
R

Benjamin Franklin once said, "Nothing is certain but death and
taxes." But what kinds of taxes do you pay? There are so many types
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of taxes that an average person pays that often you pay a tax without
even knowing that you’re paying it! Wouldn’t you like to know
exactly what taxes we pay in our day to day lives, both knowingly and
unknowingly? So here goes!

The most fundamental classification of taxes is based on who
collects the taxes from the tax payer. Taxes can be either direct or
indirect.

Direct Taxes, as the name suggests, are taxes that are directly paid
to the government by the taxpayer— usually through “pay as you
earn”. It is a tax applied on individuals and organizations directly by
the government .These taxes cannot be shifted to others. A
homeowner pays personal property taxes directly to the government.
A family pays its own federal income taxes.

Individuals pay income tax on their wages or salaries, and most
other money they receive. Most countries have a capital gain tax on
profits made from the sale of assets such as stocks or shares. This is
usually imposed or levied at a much lower rate than income tax. An
inheritance tax (commonly called death duty in Britain) is usually
imposed on inherited money or property. Other names for this tax are
capital transfer tax or estate tax.

Companies pay corporation tax on their profits. Business profits
are generally taxed twice, because after the company pays tax on its
profits, the shareholders pay income tax on any dividends received
from these profits. Companies and their employees also have to pay
taxes (called national insurance in Britain) which the government uses
to finance social security spending — unemployment pay, sick pay, etc.

Indirect taxes are levied on the production or sale of goods and
services. They are included in the price paid by the final purchaser.
An indirect tax is imposed on one person but partly or wholly paid by
another. In indirect tax, the person paying and bearing tax is different.
An indirect tax can be passed on to another person or group. A
business may recover the cost of the taxes it pays by charging higher
prices to customers. A tax shift occurs when the business shifts its
taxes to others. It is the tax on consumption or expenditures.

In most European countries, companies pay VAT or value-added
tax, which is levied at each stage of production, based on the value
added to the product at that stage. The whole amount is added to the
final price paid by the consumer. In Canada, Australia, New Zealand
and Singapore, this tax is called goods and services tax or GST. Other
examples of the indirect taxes are: sales taxes — collected by retailers,
levied on the retail price of goods; excise taxes or excise duties —
additional sales taxes on commodities like tobacco products, alcoholic
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drinks and petrol; special taxes, called tariffs, are often charged on
goods imported from abroad.

Non-payment of tax. To reduce the amount of income tax that
employees have to pay, some employers give their staff advantages
instead of taxable money, called perks, such as company cars and free
health insurance. Multinational companies often register their head
offices in tax havens — small countries where income taxes for foreign
companies are low, such as the Liechtenstein, Monaco, the Cayman
Islands, and the Bahamas.

Using legal methods to minimize your tax burden — the amount of
tax you have to pay — is called tax avoidance. This often involves
using loopholes — ways of getting around the law, because of an error
or a technicality in the law itself. Using illegal methods — such as not
declaring your income, or reporting it inaccurately — is called tax
evasion, and can lead to big penalties.

An important feature of tax systems is the percentage of the tax
burden as it relates to income or consumption. The terms progressive,
regressive, and proportional are used to describe the way the rate
progresses from low to high, from high to low, or proportionally. The
terms describe a distribution effect, which can be applied to any type
of tax system (income or consumption) that meets the definition.

Government Policies
Progressive tax:
Peaple with higher iIncomes pay a grealer percentage.
A
Proportional tax:
AR paopie pay the

Frogressive

T

of their mceme.

Raegressive tax:

The pocr pay higher
percentage of thesr
income than the rich

¥

There are three categories into which we can place direct and
indirect taxes: proportional, progressive, and regressive.

Progressive taxes. The more money individuals make the higher
percentage of their income they have to pay. Most countries have
progressive income taxes.

163



Progressive tax is a tax that imposes a higher percentage rate of
taxation on higher incomes than on lower ones. This tax uses a
progressively higher marginal tax rate, the tax rate that applies to the
next dollar of taxable income. A progressive tax is a tax imposed so
that the effective tax rate increases as the amount to which the rate is
applied increases.

Regressive taxes. A tax that takes a larger percentage from low-
income people than from high-income people. The less money indi-
viduals make the higher percentage of their income they have to pay.
Regressive taxisthe opposite of a progressive tax. This effect is com-
monly produced where means testing is used to withdraw tax allow-
ances or state benefits. A regressive tax is generally a tax that is ap-
plied uniformly. This means that it hits lower-income individuals
harder.

Sales taxes are usually called regressive as poor people spend a
higher percentage of their money, than rich people. Some examples
include gas tax and cigarette tax. For example, if a person has $10 of
income and must pay $1 of tax on a package of cigarettes, this
represents 10% of the person's income. However, if the person has
$20 of income, this $1 tax only represents 5% of that person's income.

Sales taxes that apply to essentials are generally considered to be
regressive as well because expenses for food, clothing and shelter tend
to make up a higher percentage of a lower income consumer's overall
budget. In this case, even though the tax may be uniform (such as 7%
sales tax), lower income consumers are more affected by it because
they are less able to afford it.

Proportional Tax / Flat taxes. In between is a proportional tax,
where the effective tax rate is fixed, while the amount to which the
rate is applied increases.

A proportional tax imposes the same percentage rate of taxation on
everyone, regardless of income. If the percentage tax rate is constant,
the average tax rate — total tax paid divided by the total taxable
income — also is constant, regardless of income. If a person’s income
goes up, the percentage of total income paid in taxes does not change.

Income tax for individuals is usually progressive: people with
higher incomes pay a higher rate of tax (and therefore a higher
percentage of their income) than people with lower incomes. Indirect
taxes such as sales tax and VAT are called proportional taxes,
imposed at a fixed rate. But indirect taxes are actually regressive:
people with a low income pay a proportionally greater part of their
income than people with a high income.
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To conclude, we can say that the instrument of taxation is of great
importance on

e Increasing the level of economic activity — regressive taxation

¢ Reducing income inequalities — progressive taxation

e Promoting economic growth — funds could be reinvested

Besides, tax payment helps reduce the gap between the haves and
have-nots. As it helps in mobilizing the surplus income from the haves
and reinvesting them for public welfare, it helps these surplus funds to
reach the have-nots.

WORDS AND PHRASES TO BE REMEMBERED

tax payer — raTHHK MOAaTKiB

perk — minbra; HaJ0aBKa (10 3apoOITHOI 1IIaTH)

tax haven — teputopis 3 MUIBrOBHUM PEKHUMOM OMNOJATKYBAHHSI,
MOJAaTKOBE CXOBHIIIE; TOJATKOBA 0a3a

tax burden — nogarkoBuii TArap; cyma noAaTtkiBs, O CIIAYYHOTh-
sl (CTATYIOTHCS)

loop hole — naszisxka, "nipka" (B 3aKkoHOIABCTBI)

tax evasion — YXUJITHHS BIJI CIIIaTH IIOATKIB

tax avoidance — 3HWXEHHSI CyMH ONOAATKyBaHHs (3aKOHHIM YH-
HOM) ; MiHIMIi3allis CyMH OTMIOJaTKyBaHHS

tax allowance — IIoJaTKOBa HiJII:Fa; IIOJaTKOBA 3HUXKKA

tax rebate — mogarkoBe 3HKECHHS (TIOBEPTAETHCS MICIS CIUIATH
MOJIaTKIB);IOBEPHEHHS NEPEIIaueHuX MOJAaTKIB

marginal tax rate — rpaHuYHa cTaBKa OMOJATKYBaHHS

minimum tax rate — MiHiMaabHA CTAaBKa MOJATKY

average tax rate — cepenss craBka nogaTky

effective tax rate — paktiuHa (YMHHA) TOATKOBA CTAaBKA

progressive tax rate — nporpecuBHa cTaBKa MOAATKY

Income tax— noxaTok Ha NPUOYTOK, TPUOYTKOBHI ITOJIATOK

sales tax — momaTok 3 npogaxy (IOAATOK 3 00Iry)

value-addedtax (VAT) — mogarok Ha JozaHy BapTICTh

wealth tax — momaTok Ha ocobucTe MaifHO

property tax — momaTok Ha HEpyXOMe MalHO

personal tax — momaTok Ha pyxoMe MalHO; MOTYIITHUN TTOAATOK

excise duty — akuu3Huii 36ip

corporation tax — mogaTok Ha JOXO/U KOpropaii

payroll tax — monarox Ha ponz 3apobiTHOI MIaTH

national insurance — nep:xaBHe CoLiiaNbHe CTPaXyBaHHs

capital gains tax (CGT) — moaaTok Ha MPUPICT KarmiTaty

inheritance tax (death tax; estate tax) — momarok Ha caAKUHY

haves — imymuit; 3aMoKHU#

have-nots — He3amoxHwm#
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VOCABULARY PRACTICE

I. Find in the text English equivalents for the following word
combinations. Writeyourownsentencesusingthem.

['pannyHa cTaBKa OMOJNATKYBaHHS; IOJATKOBE 3HIDKEHHS; Aep-
’KaBHE ColliaJibHEe CTpaxyBaHHS; Jla3iBKa B 3aKOHOIABCTBI; YXWUJISTHHS
BiJ] CIUIaTH MOJATKIB; IMOJATKOBHUI TATap; TEPUTOPIs 3 MiJIbIOBUM pe-
KUMOM OTOJATKyBaHHs, Tiibra, HagdaBka (10 3apoOiTHOI 1UIa-
TH);aKIIM3HUN 301p; HE3aMOXKHUI; MOJATOK 3 MPOAaXy; MOAATOK Ha
CHaAIIMHY; TOJaTOK Ha (HOHA 3apoOiITHOI MIIATH; MOJATKOBA ILIbra/
3HWKKA; MOJATOK Ha 0COOMCTE MaifHO; MOJATOK Ha pyxome MaifHo/
MOAYIIHUI TOAATOK.

Il. Give Ukrainian equivalents for the following word combi-
nations.

Taxpayer; legally imposed taxes; property taxes; a person bearing
tax; recover the cost of the taxes; to charge higher prices ; tax
shift; consumption tax; excise duty; tax avoidance; to use loopholes;
sick pay; ways of getting around the law; income tax; to report inaccu-
rately; marginal tax rate; unemployment pay; effective tax rate; capital
gains tax; to withdraw tax allowances; expenses for food, clothing and
shelter; consumer's overall budget; to recover the cost; constant tax rate.

I11. What are the standard names for the tax or taxes paid on
the following?

1. alcoholic drinks and tobacco products —
company profits —
goods bought in stores —
money received from relatives after their death —
salaries and wages —
goods made in other countries —
money made by selling stocks at a profit —

No MWD

IV. Find words in text B with the following meanings.
1. an adjective describing taxes on revenue or income -

2. a tax that has one rate that is the same for everybody -

3. money paid by the government to sick and unemployed people —
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4. a tax that has a higher rate for taxpayers with a higher income —
5. an adjective describing taxes on consumption or spending —

6. means of evading a rule without breaking it —
7. to move or transfer smth from one place or position to another —

V. Find as many verbs as you can in the text that can be used
to make word combinations with ‘tax’.

V1. Explaining taxes

A. In the following conversation between two work colleagues
(Peter and Juan), Peter is explaining to Juan the meaning of dif-
ferent tax vocabulary.From the context, try to guess what the
meaning of the words/phrases in bold are. Then do the quiz at the
end to check if you are right.

Juan: 'l have just received my first pay slip which says how much
money | have earned from working here and | am not sure how much
money | am going to receive.'

Peter: 'The money that the company will pay into your bank is
called the net amount. Net means after taxes and other costs have
been removed. So you are going receive in your bank account £2,234.'

Juan: 'l see it. There's another number/figure on the payslip which
says gross next to it. It's more money than the net number/figure.
What's that?"

Peter: "Your gross salary or wage is the amount of money the
company actually pays you. Which for you is £2,765. But this is
before taxes and other costs have been deducted or removed from
your salary. That's why it's higher than the money you actually
receive.’

Juan: '£531 is a lot of money to pay in taxes.'

Peter: 'Not really, the tax rate you pay from your salary is 25%.
I know some people who have to pay a 47% tax rate.'

Juan: 'But £531 isn't 25% of £2,765, it's about 19%. Have they
made a mistake? Do | have to pay more tax?"
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Peter: 'No, in this country you are exempt from paying any
income tax on the first £620 that you earn every month. Basically, you
don't pay any tax on that amount. You only start to pay income tax on
any money you earn over £620 per month. The amount of money
where you have to start to pay tax is called the tax threshold.'

Juan: 'So, I only pay income tax on the money I earn over £619
each month from my salary?"

Peter: 'Yes, you are liable for paying tax over £619. You are
required to pay tax over that amount (you're not exempt from paying
tax)."You earn about £33,000 a year, don't you?'

Juan: 'Yes, my gross salary for a year is about that.'

Peter: 'Well, if you earn over £35,000 you enter a different tax
bracket. This means that all the money you earn over £35,000 is
taxed at a different tax rate. The income tax rate increases to 47%.'

Juan: 'So, if I start to earn over £35,000, I pay 47% income tax on
all the money I earn instead of 25%?'

Peter: 'No, you would pay both tax rates. For the part of your
income below £35,000 and above the tax threshold, you always pay a
25% tax rate no matter how much you earn. You only pay 47% in tax
on the part of your income which is £35,000 or over.'

Juan: 'OK. In Spain the government sometimes give people
money back if they have paid too much tax. Does this happen here in
Britain?'

Peter: 'Yes, it does. It depends on how much money you have paid
in taxes during the tax year.'

Juan: 'Sorry to interrupt, but what's a tax year?"

Peter: 'The 12 months that the government uses for
claiming/collecting taxes. In this country, the tax year starts in April
and finishes at the end of March. You started your job here in
September, didn't you?'

Juan: 'Yes, | did. | moved to Britain from Spain then.'

Peter: 'Because you started your first job in Britain in September
(which is in the middle of the tax year), by the end of the tax year you
will have paid more income tax than you should have. You should get
you a tax refund, where the government gives you back your
overpaid taxes. When you have paid less tax than you should during
the tax year, the government will ask you to pay them money and this
is called a tax demand.’

Juan: 'Do | have to fill in a form to tell the government how much
money | have earned at the end of the tax year?'

Peter: 'In Britain you don't have to do atax returnto tell the
government how much money you have earned, our company will do
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it for you. It's normally only self-employed people (who work for
themselves) and companies who have to do a tax return and send it to
the government.'

B. Now do the quiz below to make sure you understand the
meaning of this vocabulary.
1. A different way to say you 'don't have to' pay tax, is

2. The period of time that a government uses to calculate the
amount of tax that people have to pay it, is called the 3. Income or
earnings before tax has been removed, is called

3. Income or earnings before tax has been removed, is called

4. A document which that a company or person sends to the
government, so the amount of tax they have to pay can be calculated,
is called a

5. The quantity of money when you begin to pay tax, is called the

6. When the government tells you to pay more money in tax than
you have already done, is called a

7. The percentage which tax is taken from somethlng by the
government, is called the

8. If a tax has different tax rates, the quantity of money where you
have to pay each different tax rate, is called a

9. When the government gives you back money that you pald them
in tax, is called a

10. The opposite of ‘'exempt’ from paying a tax, is

11. Income or earnings after tax has been removed, is called

12. A more formal way to say 'removed', is

VII. Are the following statements true or false? Find reasons
for your answers in the text.

1. Capital gains are generally taxed at a higher rate than income.

2. The same sum of money can be taxed more than once.

3. Sales taxes can be both proportional and progressive at the same
time.

4. Excise duties are extra sales taxes on selected products.

169



5. Many international companies have their registered head-
quarters in small countries where they do only a small proportion of
their business.

6. Employees will generally pay less tax if their employer reduces
their salary a little and provides them with a car.

7. Tax avoidance is illegal.

8. Perks and loopholes are forms of tax evasions.

VII11. Choose the correct words to complete each sentence.

1. The tax on wages and salaries (and business profits in the US) is
called ................. In Britain the tax on business profits is called
corporation tax.

a. direct tax b. income tax c. wealth tax

2. A tax that is levied at a higher rate on higher rate on higher
incomesiscalleda................ tax.
a. progressive b. regressive c. value-added

3 Property taxes, sales taxes, customs duties on imports, and
excise duties tobacco, alcoholic drinks, petrol, etc. are ................
taxes.

a. direct b. indirect c. value-added

4. Most sales taxes are slightly ............... because poorer people
need to spend a larger proportion of their income on consumption than
the rich.

a. progressive b. regressive C. repressive

5. A sales tax collected at each stage of production, excluding the
already — taxed costs from previous stages, is called a ..............
a. sales tax b. value-added tax c. added-value tax.

6. Profits made from the sale of assets are liable toa ............ tax.
a. capital gains b. capital transfer c. wealth

7. Gifts and inheritances are usually liable to ............. tax.
a. capital gains b. capital transfer c. wealth
8. Reducing the amount of tax you pay to a legal minimum is
called ..................
a. fiscal policy b. tax avoidance c. tax evasion
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9. Making false declarations is called ................. and is
obviously illegal.
a. creative accounting b. tax avoidance c. tax evasion

10. Bringing forward capital expenditure (on new factories,
machines, and so on) so that at the end of the year all the profits have
been used up is known as makinga .............

a. mistake b. tax haven c. tax loss

11. Multinational companies often set up their head offices in low-
tax countries such as Liechtenstein, Monaco, the Cayman Islands, and
the Bahamas, known as ................

a. tax havens b. tax heavens c. tax shelters

12. Criminal multinationals such as the Mafia tend to pass money
through a series of companies in very complicated transactions in
order to disguise its origin from tax inspectors and the police; this is
known as .............. money.

a. cleaning b. laundering c. washing

IX. Examine each of the taxes or fees presented below. Classify
the tax or fee by ticking Direct or Indirect.

1. Driver's License Fees: A fixed dollar amount for each driver;
varies from state to state.

Direct Indirect
2. Sales Taxes: A percentage of a product's pre-tax sales price.
Direct Indirect

3. Personal Income Tax: A percentage of each person's taxable
income.
Direct Indirect

4. Business Property Taxes: A percentage of business property
value.
Direct Indirect

5. Personal Property Taxes: A percentage of personal property
value.

Direct Indirect
6. Payroll Taxes: A percentage of wages and salaries.
Direct Indirect
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X. Give the proper terms for the following definitions. Choose
from the box. Translate the sentences into Ukrainian.

direct tax, indirect tax, tax burden, tax haven, tax revenue,
income tax, corporation tax, value added tax, payroll tax, sales
tax, excise duty, tax rate, taxable income, public goods, inhe-
ritance tax.

1. A form of indirect tax which is included in the selling price of a
product and which is eventually paid by the consumer.

2. An indirect tax which is based on the difference between the
value of the output over the value of the input used to produce it.

3. A country or independent area where taxes are levied at a low
rate.

4. A tax imposed on someone who inherits property or money.

5. The percentage rate at which a tax is levied on income or ex-
penditure.

6. The money raised by government through imposing taxes.

7. A tax levied by the government on goods and services in order
to raise revenue, such as value added tax and excise duty.

8. Goods and services provided by the state for all or most of the
population such as education, health, housing, etc.

9. A tax levied by the government on the income or property of
households or businesses.

10. A direct tax levied by the government on the income (wages,
rent, dividends) received by households.

11. The amount of an individual's income on which a tax is levied.

12. The total amount of taxation paid by the population of a coun-
try in the form of income tax, corporation tax, value added tax, etc.

13. A direct tax levied by the government on the profits of busi-
nesses.

14. An indirect tax levied by the government on certain goods, typ-
ically tobacco, oil, and alcoholic drink.

15. A compulsory contribution to state revenue, levied by the gov-
ernment on workers' income and business profits.

COMPREHENSION CHECK

Now read the text again and answer the following questions.
1. What is the most fundamental classification of taxes based on?
2. What is direct tax? Give examples of direct taxes.

3. Can the direct tax be shifted to the others?
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. What is indirect tax? Give examples of indirect taxes.
. What is an income tax?
. What is an excise tax?
. What is a payroll tax?
. What is an estate tax?
. What is a value-added tax?

10. How VAT is called in Canada, Australia, New Zealand and
Singapore?

11. What are custom duties?

12. What is a sales tax?

13. What are other names for inheritance tax?

14. What is national insurance?

15. How can most taxes be classified?

16. What is a progressive tax?

17. What is a peculiar feature of a proportional tax?

18. Under which type of tax do individuals with lower incomes
pay a smaller percentage than do those with higher incomes?

19. Which tax is the fairest? Give your reasoning.

20. What is the role of taxation in the national economy?

21. How high are tax rates in Ukraine? How do they affect chang-
es in taxed commodity?

22. In your country, what percentage of national income goes to
the government as tax? Do you know how this compares with other
countries?

TRANSLATION PRACTICE

Translate into English.

1. llomatox Ha mpuOYTOK Tpae BaXIMBY pOib Yy (iHaHCOBO-
Oro/KETHIM momiThill 6araTboX KpaiH.

2. 3arajgoM, MOJATKHM MIIATBCS Ha HpsMi, TOOTO Ti MOAATKHU, SKi
CTATYIOTHCS 3 €KOHOMIYHUX areHTiB i HempsiMi, TOOTO MOAATKH Ha
TOBapH i MOCITYTH.

3. TlpsMumu momaTkamMu MOYKHA Ha3BaTH TaKi, K MOJATOK Ha JI0-
X011 (hi3UIHUX OCi0, MOAATOK HAa MPUOYTOK 1 MOAIOH]".

4. Jlo HenpsAMHX TIOJATKIB HAJIEKATh TAKH TOMATKH, SK TOIATOK
Ha J0AaHy BapTiCTh, aKIW3H I 1HIIII".

5. IlponopiiliHi MOJATKH — MOJATKH, CTaBKa SKHX HE 3aJICKUTH
BiJl BEJIMYMHH ONOJJATKOBYBAHOTO IOXOY.

6. [IporpecuBHMII IOJATOK — I1€ TAKWUH, KUK CTATYE OUIBIINIA TIPO-
LEHT 3 BUIIOTO MPUOYTKY 1 MEHIIINH MPOIIEHT 3 HIYKYIOTO MPUOYTKY.

7. PerpecuBHUI TOJIATOK — 1I€ TaKHWM, SKWUH CTATYE BUIIUN TIPO-
HEHT 3 HU3BKOTO JI0XO/AY 1 HIYKYHA MPOIEHT 3 BUCOKOTO JTOXO/Y.
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8. INogarok Ha nO7aHy BapTICTh — 1€ TOAATOK, IKUH HAaKIagaeThCs
Ha BapTICTh JOJAHY JI0 TOBAPiB HA KOXHOMY €Tarli BUPOOHHIITBA.

9. IcHyroTh monmaTKH, SIKi HAKJIAJAIOThCA HA IMIOPT abo Mpojak
OKPEMHX TOBapIB.

10. MurtHi 360pu BiZHOCATHCA 10 IMIOPTOBaHMX TOBApiB, a aK-
IIM3HI 300pU HAaKJIaJal0ThCsS Ha TOBApU BITYM3HAHOIO BUPOOHUIITBA.

11. AmepukaHcbka cucTeMa OTOJATKYBaHHs CKIIANAETBCS 3 ITO-
JATKIB Ha NpUOYTOK, MOJATKIB HA MAifHO i MOAATKIB Ha MiANPUEM-
HUILBKY JiSUTbHICTb.

LET’S READ AND TALK

Activity 1.

Scan the text about taxation in the United Kingdom and be
ready to do the assignments given after the text.

Taxation in the United Kingdom may involve payments to a
minimum of three different levels of government: the central
government (Her Majesty’'s Revenue and Customs), national
governments and local government. Central government revenues
come primarily from income tax, National Insurance contributions,
value added tax, corporation tax and fuel duty. Local government
revenues come primarily from grants from central government funds,
business rates in England and Wales, Council Tax and increasingly
from fees and charges such as those from on-street parking. In the
fiscal year 2014-15, total government revenue was forecast to be £648
billion, or 37.7 per cent of GDP, with net taxes and National
Insurance contributions standing at £606 billion.’

The Government’s goal is to make the UK the best place in the
world to locate an international business. UK has one of the most
open economies globally, a highly skilled workforce, access to capital
markets and first-class infrastructure. The UK now also has a highly
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competitive corporate tax system. Since 2010, the Government has
undertaken a comprehensive review of the UK tax system, consulting
with business on the direction and design of the reforms. Tax policy
has been made simpler and more transparent. The corporation tax rate
is currently 23 per cent and will be reduced further to 20 % by 2015 —
the lowest it has ever been in the UK, the lowest in the G7.

The World Bank ranks the UK third in Europe and seventh in the
world, for ease of doing business. The UK Government’s aim is to
create the most competitive corporate tax regime in the G20.

The principal indirect tax is Value Added Tax (VAT), which
applies in all countries in the EU. The UK rate of 20 per cent is in line
with the average EU standard rate and is applied to both goods and
services. Certain supplies are exempt from VAT (no VAT on the
supply, but no refund of the VAT incurred on the costs of supply),
while others are at a reduced rate (five per cent).

UK capital gains tax rates are low. The top rate is 28 per cent, with
lower rates and reliefs available to support entrepreneurial and business
activity.

Excise duties are levied on three major categories of goods:
alcoholic drinks, tobacco and road fuels. They are levied at a flat rate
(per pint, per litre, per packet etc.); tobacco products are subject to an
additional ad valorem tax of 16.5% of the total retail price (including
the flat-rate duty, VAT and the ad valorem duty itself). Since flat-rate
duties are expressed in cash terms, they must be revalorised (i.e.
increased in line with inflation) each year in order to maintain their
real value. Excise duties are forecast to raise £47.1 billion in 2014-15.

Note: The Group of 7 (G7) is a group consisting of Canada,
France, Germany, Italy, Japan, the UK, and the USA. The European
Union is also represented within the G7. These countries are the seven
major advanced economies as reported bythe IMF: The G7 countries
represent more than 64% of the net global wealth ($263 trillion).

A. Work in pairs. Student A: Ask student B these questions
about the UK taxation.

. What are three levels of government taxation in the UK?

. What are the Central government’s sources of revenues?

. Where do the local government revenues come from?

. What is the government’s goal?

. What is the principal indirect tax in the UK?

. What exactly does the author mean speaking about “a highly
competitive corporate tax system”?

7. How do you understand the terms “ ease of doing business” and
“a flat rate”

OO wWNBE
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B. Student B: Ask student A what these numbers refer to in
this article about the UK taxation

a) 2010 b) £648 billion  ¢) £47.1 d) 23 per cent
e) G7 f) 37.7 per cent @) 28 per cent h) 16.5%
Activity 2.

Think and say:
A5 percent sales tax on food is an example of

a. Regressive b. Proportional c. Progressive
e The federal personal income tax is an example of a

a. Regressive b. Proportional c. Progressive
Activity 3.

In pairs, explain each other the significance of tax loophole,
individual income tax, sales tax, average tax rate, tax rebate,
progressive tax, marginal tax rate, and regressive tax.

WRITING STRATEGIES

I.  Write a brief summary of text A.

Il. Differentiate between regressive, proportional and pro-
gressive tax structure.Compare and contrast their characteristics.
Write at least 150 words about your findings. USEFUL ENG-
LISH section below may be helpful to you.

USEFUL ENGLISH
Expressing Comparison & Contrast

Although Though Even though
While Whereas

Expressing Cause / effect

Since So that Because
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UNIT FIVE
TAX PLANNING. TAX COMPLIANCE

Section | Text A. Tax Planning
Section Il Text B. Tax Compliance
Useful English Expressing views and opinions

LEARNING OBJECTIVES

In this unit you will practice the following skills and strategies:

e examining topics and content related to tax planning and tax
compliance;

e applying reading skills to comprehend, analyze, and interpret
texts related to the topic;

® using strategies to reinforce comprehension skills: use graphic
organizers to visualize connections between main ideas and support-
ing details, cite evidence for main ideas, answer literal and critical
comprehension questions on the topic;

e giving spontaneous and prepared monologs, dialogs, and group
interaction using topical vocabulary;

e translating and summarizing texts related to the issues covered
in the unit.

LEAD-IN

1. Discuss these questions with your partner. Use the expres-
sions below.

Tax efficiency, follow tax laws, reduce tax liability legally,
understand tax brackets, income splitting, charitable dona-
tions, use tax exemptions and deductions, get advice from
a tax professional
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What are the key principles of effective tax planning?
How can individuals minimize their tax liability?

Tk -~
PLANNING

-

¥

2. Comment on the following quotations about taxes. What do
the authors mean?
Do you agree or disagree with them? Discuss it with your partner.
"They can't collect legal taxes from illegal money."
Al Capone

"Today, it takes more brains and effort to make out the
income-tax form than it does to make the income.""
Alfred E. Neuman

"A fine is a tax for doing something wrong. A tax is a fine for
doing something right."
Anonymous

"The income tax created more criminals than any other single
act of government.”
Barry Goldwater

"The purpose of a tax cut is to leave more money where it
belongs: in the hands of the working men and working women
who earned it in the first place."

Bob Dole

"l don't know if I can live on my income or not--the govern-
ment won't let me try it."
Bob Thaves

""Collecting more taxes than is absolutely necessary is legalized
robbery."
Calvin Coolidge

"There's nothing wrong with the younger generation that
becoming taxpayers won't cure."
Dan Bennett
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KEY TERMS

1. Before reading texts A, B and study the key terms and their
definitions. While reading the texts, you should pay attention to
the economic and business terms. They will become the basics of
your professional vocabulary.

1. Tax Planning — nooamxkose nnanysannss — the proactive ap-
proach of structuring your finances to minimize tax liabilities while
complying with tax laws and regulations.

2. Tax Management — ynpaeninns nooamxamu — the ongoing
process of ensuring you meet all tax filing and payment deadlines and
maintain proper records for potential audits.

3. Tax Liability — nooamxosi 30606's3anns — the amount of tax
you owe to the government.

4. Tax Compliance — nooamxkosuii komniacHc, OOMPUMAHHSA
nooamkosozo 3axonooascmea — fulfilling all your tax obligations by
filing accurate returns, paying taxes on time, and maintaining records.

5. Tax Code — nooamrkosuti kooexc — the body of laws and reg-
ulations that govern how taxes are levied, collected, and enforced.

6. Unrelated parties — nenoe’sizani cmoponu — are companies
or other entities which are independent of each other, so that they are
normally assumed to be dealing with each other at fair market prices.

7. Deduction — siopaxyseanns — an expense you can subtract
from your taxable income, thereby reducing your tax liability. (e.g
mortgage interest, charitable donations)

8. Tax Credit — nooamxosuti kpeoum — a dollar-for-dollar re-
duction in your tax bill, often used to incentivize specific behaviors
(e.g., child tax credit, education tax credit).

9. Tax-Advantaged Accounts — paxyuku 3 ninbeosum onooam-
kyeannsm — investment vehicles that offer tax benefits like tax-
deferred growth (contributions grow tax-free until withdrawal) or tax-
free withdrawals under specific conditions (e.g., IRAs, 401(k) plans).

10. Limited Liability Company (LLC) — mosapucmso 3 o6me-
arcenoro eionosioanvricmio (TOB) — a business structure that offers
limited liability protection for its owners and passes through profits
and losses to their personal tax returns.

11. Double Taxation — noositine onooamxkysanns — income be-
ing taxed in both the country it's earned and where the taxpayer re-
sides or repatriates the income (e.g., profits earned by a subsidiary in a
foreign country).

12. The arm’s length principle — npunyun «sumsenymoi pyxuy —
dictates that transactions between related parties (companies under the
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same ownership) should be conducted at prices that are comparable to
those that would be agreed upon by unrelated parties in similar cir-
cumstances.

13. Transfer Pricing — mpancepmne uinoymeopennsi — the
practice of setting prices for transactions between related entities
within a multinational corporation (MNC). Tax authorities scrutinize
transfer pricing to ensure these transactions are conducted at arm's
length (comparable to prices between unrelated parties).

14. Tax Bracket — nooamxosa xamezopis — a range of taxable
income subject to a specific tax rate.

15. Tax Treaties — nooamxosi yeoou — agreements between
countries that aim to avoid double taxation and promote international
trade.

16. Tax Audit — nooamxosuii ayoum — a formal examination of
a taxpayer's tax return by the tax authorities.

17. Tax Penalties — nooamrosi wumpaghu — fines imposed for fail-
ure to comply with tax laws, such as filing late or inaccurate tax return

I1. Give the right terms for the following definitions.

Ensuring timely tax filing, payments, and record-keeping.
The amount of tax owed to the government.

Fulfilling all tax obligations: filing accurately, paying on time, and
maintaining records.

Laws and regulations governing tax collection.
Independent companies assumed to deal at fair market prices.

An expense you subtract from your taxable income (e.g., mortgage
interest).

A direct reduction in your tax bill (e.g., child tax credit).

Investments with tax benefits (e.g., tax-deferred growth or tax-free
withdrawals).

Business structure offering limited liability protection and pass-
through taxation.

Income taxed twice: in the country earned and where the taxpayer
10. resides.

11. | Setting prices for transactions within a multinational corporation (MNC).

12 Transactions between related parties should be priced similarly to
" | unrelated parties.

13. | Income range subject to a specific tax rate.

14 Agreements between countries to avoid double taxation and pro-
" | mote trade.

15. | Formal review of a taxpayer's tax return by the tax authorities.
16. | Fines for failing to comply with tax laws (e.g., late or inaccurate filing).

@ Nl o (g w NME
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SECTION |

Read text A and be ready to complete the table

Concept Description Example

Tax Planning

Tax Management

Income Management

Tax-Advantaged Accounts

Business Structure

Tax Compliance

Double Taxation

Transfer Pricing

PRONUNCIATION GUIDE

compliance [kom'plar.ans] circumstance ['s3:.kom.sta:ns]

multifaceted [ malti'fasitid] legitimate [lo"d31t.0.mat]

recognition [ rekag'nifn] consequence [ 'konsikw(a)ns]

efficiency [1'fifnsi] acquisition [ ek.wr'zif.an]

dispute [d1'spju:t] adverse ['ed.v3:s] [od'v3:S]
Text A

TAXATION PLANNING AND MANAGEMENT

Tax planning is a critical aspect of personal and corporate financial
strategies, aimed at minimizing tax liabilities and ensuring compliance
with relevant laws and regulations. At its core, tax planning involves a
proactive approach to structuring financial affairs in a way that opti-
mizes tax outcomes, maximizes after-tax income, and facilitates long-
term wealth accumulation.

The concept of tax planning encompasses a multifaceted frame-
work that requires a deep understanding of tax laws, regulations, and
incentives. It involves strategic decision-making processes that con-
sider various factors such as income sources, deductions, credits,
investments, and business operations. By analyzing these elements,
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individuals and businesses can identify opportunities to reduce tax
burdens through legitimate means in order to mitigate tax-related
risks.

One fundamental aspect of tax planning involves income manage-
ment. Taxpayers may explore strategies to defer or accelerate income
recognition based on their specific circumstances and tax objectives.
For instance, deferring bonuses or capital gains to future tax years can
help minimize current-year tax liabilities. At the same time accelerat-
ing deductible expenses can enable a taxpayer to fall into a lower tax
bracket and offset taxable income.

Investment decisions also play a crucial role in tax planning. Inves-
tors often seek tax-efficient investment vehicles and asset allocation
strategies that minimize tax consequences. Tax-advantaged accounts
such as Individual Retirement Accounts (IRAs) and 401(K) plans offer
opportunities for tax-deferred growth or tax-free withdrawals under
certain conditions. Additionally, investors may consider tax-loss har-
vesting strategies to offset capital gains with capital losses and opti-
mize overall investment returns.

Moreover, business entities engage in tax planning to optimize
corporate structures, transactions, and operations. Businesses may
explore various organizational forms, such as partnerships, corpora-
tions, or limited liability companies, to minimize tax liabilities and
achieve operational efficiency. Strategic decisions related to employee
compensation, business expenses, and asset acquisitions can also have
a significant impact on tax outcomes.

Tax planning extends far beyond tax minimization strategies; it en-
compasses risk management and compliance considerations. Taxpay-
ers must navigate complex tax laws and regulations mitigating poten-
tial tax-related risks, such as audits, penalties, and legal disputes.
Compliance with tax laws and ethical standards is paramount to main-
taining financial integrity and avoiding adverse consequences.

Tax planning is an ongoing and dynamic process that requires pe-
riodic review and adjustment. Changes in personal circumstances, tax
laws, economic conditions, and financial goals necessitate continuous
evaluation and adaptation of tax strategies. Regular consultation with
tax advisors and professionals can provide valuable insights and guid-
ance in navigating evolving tax landscapes.

Double taxation and transfer pricing are key considerations in tax
planning, especially for cross-border transactions and multinational
corporations (MNCs) operating across multiple jurisdictions. Tax
planning involves strategies to mitigate the impact of double taxation,
where income is taxed both in the country where it is earned and in
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the country where the taxpayer resides or where the income is repatri-
ated. MNCs can use various mechanisms to avoid or reduce double
taxation, such as:

» utilizing tax treaties that provide relief from double taxation us-
ing mechanisms like tax credits, exemptions, or deductions;

» structuring transactions, investments, and financing arrangements
in a way that minimizes the tax consequences of double taxation;

» choosing tax-efficient jurisdictions through establishing subsid-
iaries or operations in countries with favorable tax regimes or jurisdic-
tions that offer tax incentives to reduce the overall tax burden.

Transfer pricing is critical for tax planning as it determines how
profits are allocated among different entities within an MNC. Tax
authorities closely scrutinize transfer pricing to ensure that transac-
tions between related parties are conducted at arm's length—that is, at
prices comparable to those that would be agreed upon between unre-
lated parties. MNCs engage in transfer pricing planning for several
reasons. Firstly, they must comply with transfer pricing regulations in
each jurisdiction to avoid penalties and disputes with tax authorities.
Secondly, by setting transfer prices strategically, MNCs can allocate
profits in a way that minimizes overall tax liabilities. Moreover, trans-
fer pricing planning allows MNCs to optimize their global tax position
by aligning intercompany transactions with business objectives.

Incorporating double taxation and transfer pricing considerations
into tax planning requires a deep understanding of international tax
laws, regulations, and best practices. MNCs often work with tax advi-
sors and experts to develop tax-efficient structures and strategies that
mitigate risks and comply with regulatory requirements in each juris-
diction where they operate.

WORDS AND PHRASES TO BE REMEMBERED

relevant laws and regulations — axryanbHi 3aKOHH Ta HOpMaTHBH

financial affairs — ¢inancosi cipasu

multifaceted framework — Gararorpanna crpykrypa

tax laws, regulations, and incentives — noaatkoBi 3aKOHH, HOp-
MaTHBH Ta MUTBIH

deductions — BixpaxyBaHHs

legitimate means — 3akoHHi 3aco0u

to offset— komreHCcyBaTH, 3MEHILIUTH

investment vehicles — inBecTHIiliHI MexaHI3MH(IHCTPYMEHTH)

deductible expenses — no3BoseHi 10 BiipaxyBaHHS BUTPATH

tax consequences — Mo aTKOB1 HACII KA
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tax-loss harvesting strategies — crparerii peasni3aiii HogaTKOBUX
30UTKIB

asset acquisition — nmpugOaHHs aKTHBIB

legal disputes — ropuauuHi criopu

financial integrity — ¢inancoBa 1o6pouecHiCTh

adverse CONsequences — HeraTMBHi HACTiAKH

adjustment — kopuryBaHHs

tax landscapes — nmoaarkoBi ganamadTH

cross-border transactions — TpaHckopAOHHI oneparii

to reside — npoxwuBaTu

favorable tax regimes — crnpusT/IHMBi MOJATKOBI PEKHUMHU

to scrutinize — perenbHO BUBYATH

to align — y3romkyBaru

Individual Retirement Accounts (IRAS) — InauBinyaipHul TTe-
HCiiHU paxyHOK (IRA) — 1€ TOBrocTpoKOBUI OIIAIHHI PaxyHOK,
AKUI 0coOM 3 3ap0o0JIEHUM JOXOJIOM MOKYTb BUKOPHUCTOBYBATH IS
30epekeHHsT Ha MailOyTHE, KOPHUCTYIOUHCh TMEBHUMH MOJIATKOBUMHU
nepesaramu. IRA npusHaueHni HACaMIIEPesl UL CAMO3aHHATHX ocio,
SIKI He MAKOTh JOCTYIly [0 NECHCIMHMX PaxyHKIB Ha pobodoMy Micl,
takux sk 401(k), sxi ):[OCTyrIHl JMIIe yepe3 poOOTOAaBIIIB.

401(k) plan — ormaanuit miaH, o0 JT03BOJISIE MPAMIBHUKOBI Yac-
TUHY 3apIUIaTH 0 CIUIaTH MPUOYTKOBOTO MOAATKY BHOCHTU B 1HBEC-
TUIIAHUN (OHII TiJ yNpaBIiHHIM pPOOOTONABIIA; CIIaTa IOAATKIB
BIJIKJIQIA€THCS IO BUXO/Y TIEHCIIO UM 3BUTbHEHHS 3 IMi€l GipMu; Ha3BYy
JaHo 3a BixnoBigHUM posainom [TomatkoBoro kogekcy CIIIA.

VOCABULARY PRACTICE

I. Find in the text the English equivalents for the following
word combinations.

Crparerii, cnpsMOBaHI Ha MiHIMI3aIlil0 MMOJATKOBHX 3000B's13aHb,
CIPHUATH JOBrOCTPOKOBOMY HAKOIMYCHHIO OaraTcTBa; OXOILIOBATH
6araTorpaHHy CTPYKTYPY; BPaXoByBaTH pi3Hi q)aKTopH TaKi AK IKe-
pena jgoxonay i Bl,ZLpaxyBaHHSI oM SIKI_HyBaTI/I MOJIATKOBI PU3HKH; I10-
TPANMTH 10 HUXKYOI MMOJIATKOBOT KaTeropii; KOMIIGHCYBaTH OIOAATKO-
BYBaHUI JOXiJ; MIHIMI3yBaTH TOJATKOBI HACIIIKW; MPOMOHYBAaTH
MOJKJTMBOCTI JIJISI BiZICTPOUYEHOTO 3pOCTAaHHS MOAATKIB; 3HATTS KOIITIB
0e3 omoJaTKyBaHHS; 3aiiMaTHCA TOJATKOBUM IIJIaHYBAHHSM; MaTH
TIEPIIOPSIHE 3HAYCHHSI IS MATPUMKH (DIHAHCOBOI ITUTICHOCTI; TIOT-
pebyBaTi MepioAUYHOIO MEPETISIly Ta KOPUTyBaHHs; BUMaratu moc-
TIMHOT OIIHKY Ta ajanTarlii MoAaTKOBUX CTpAaTEeTii; MOJaTKOBI KPeIn-
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TH Ta 3BITLHEHHS BiJl CIUIATH TMOJATKIB; 3aCHOBYBATH JIOYipHI KOMIIa-
Hii B KpaiHax 31 CIIPUATINBAMH IMOJaTKOBUMHU PEKUMAaMU; 32 IiIHAMH,
SIKi OyJI O TOTOJKEH]1 MiXK HETIOB’ I3aHUMH CTOPOHAMH.

Il. Give the Ukrainian equivalents for the following word
combinations. Choose five word combinations and explain their
meaning with your own words. Make your own sentences

To ensure compliance with relevant laws and regulations; to re-
quire a deep understanding of tax laws, regulations, and incentives; to
reduce tax burdens through legitimate means; to defer or accelerate
income recognition based on their specific circumstances; to consider
tax-loss harvesting strategies; to offset capital gains with capital loss-
es; be related to asset acquisitions; avoid adverse consequences; to
provide valuable insights and guidance; to utilize tax treaties; to de-
termine how profits are allocated among different entities within an
MNC; to ensure that transactions between related parties are conduct-
ed at arm's length; to avoid penalties and disputes with tax authorities;
to align intercompany transactions with business objectives.

I11. In each set of words, cross out the word that does not have
the similar meaning to the first. Consult the dictionary. Translate
the words into Ukrainian.

1 |a.ensure b. verify C. secure d. guarantee |e. imply

2 |a. facilitate b. smooth C. promote d. infer e. enable

3 |a.encompass |b. comprise c. incorporate |d. entail e. include

4 |a. consider b. contemplate |c. look at d. ponder e. discard

5 |a. mitigate b. reduce C. lessen d. escalate e. alleviate
6 |a.defer b. postpone, c. put off d. delay e. tackle

7 |a. accelerate b. speed up c. hasten, d. hamper e. advance
8 |a. necessitate |b. require c. indulge d. demand e. compel

9 |a. scrutinize b. investigate |c. inspect d. tighten e. examine
10 |a. align b. match c. take in d. put in order |e. harmonize
11 |a. file b. withdraw c. enter d. submit e. lodge

12 |a. subtract b. deduct c. take up d. remove e. take away
13 |a.incentivize |b.encourage |c.stimulate |d. deduce e. induce
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IV. Fill in the missing words or word combinations in the sen-
tences below. Choose from the box. Translate the sentences into
Ukrainian.

legitimate means; compliance with; financial integrity; to re-
duce tax burdens; to defer income recognition; conducted at
arm’'s length; relevant laws and regulations; avoid adverse
consequences; penalties and disputes with tax authorities; to
offset capital gains; mitigating tax-related risks

1. Companies that fail to maintain relevant laws regarding
tax reporting can face significant .

2. Many businesses utilize tax planning strategies while
still adhering to legal regulations.

3. Certain accounting practices, like , can be employed to

strategically manage tax liabilities.

4. Transfer pricing between subsidiaries of the same company
should be , meaning the prices are equivalent to what would
be charged between unrelated parties.

5. Following proper tax procedures helps businesses
such as fines.

6. Investors often seek opportunities with capital losses
to minimize their overall tax liability.

7. A robust internal control system plays a crucial role in

by promoting accurate record-keeping and identifying
potential areas of non-compliance before issues arise.

8. It is essential for businesses to uphold in all their
transactions.

9. Companies must comply with to avoid legal con-
sequences.

10. Achieving success through is crucial for long-

term sustainability.

TRANSLATION PRACTICE

Translate into English.

1. IlomaTkoBe IIaHyBaHHS Mepeadadac MPOAKTHBHHUHM MiaXid 10
CTPYKTypyBaHHs (DIHAHCOBUX CIpaB TAKUM YHUHOM, 1100 ONTUMIi3yBa-
TH TIOJIaTKOBI PE3yJIbTaTH, MaKCHUMI3yBaTH JOXIJ IICJs CIUIATH TIO-
TaTKiB.
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2. KoHrierniiiss moJJaTKOBOTO TUTAHYBAaHHS OXOIUTIOE OaraTorpaHHy
CTPYKTYpY, SIKa BUMArae TIMO0OKOTO PO3yMIiHHS TOJaTKOBOTO 3aKOHO-
JIaBCTBa, HOPMATUBHUX aKTiB 1 CTUMYJIIB.

3. IaBecTOpH YacTO IIYKarOTh ¢(SKTHBHI 3 TOUYKH 30pYy OMOJATKY-
BaHHS MEXaHI3MH 1HBECTYBaHHS Ta CTpaTeTii po3MOIiTy aKTHBIB, SKi
MIiHIMI3YIOTb ITOAATKOBI HACTIAKH.

4. JloTpuMaHHS TOJATKOBOI'O 3aKOHOJIABCTBA Ta €THYHUX CTaH-
JapTiB Ma€ MePIIOPSAAHE 3HAUYESHHS JUIS MIATPUMKH (DIHAHCOBOI IIiTic-
HOCTI.

5. IomaTkoBe TUIaHyBaHHS € O€3MepEePBHUM 1 JMHAMIYHUM TIPOIIC-
COM, SIKHIA TOTPEOY€E MEePioTNIHOTO TIEPETIIsy Ta KOPUTYBaHHS.

6. [logaTkoBe miaHyBaHHA mepeadavyae cTparerii MoM sKIIEHHS
BILTMBY ITOJIBIHHOTO OITOJIAaTKyBaHHS, KOJIU JIOX1]l OTTOJIaTKOBYETHCS K
y KpaiHi, A€ BiH 3apoOieHui, Tak 1 B KpaiHi, e MPOKUBAE IIATHUK
MOJIATKIB.

7. bararo kpaiH MalTh JBOCTOPOHHI MOJATKOBI Yrou, Kl 3a0e3-
MEYyIOTh TOCTa0ICHHS BiJl TOJABIHHOTO OMOJATKYBaHHS 3a JOMOMO-
T'OI0 TaKMX MEXaHI3MIB, 5K MOJAaTKOBI KPEINUTH, 3BUILHCHHS BiJl CILIa-
TH ITOAATKIB a00 BiApaxyBaHH.

8. TpaHCHaHIOHaHBHl Kopnopauu MOXXYTh 3aCHOBYBATH JOYipHi
KoMraHii abo omepariii B kpaiHax 31 CHOPUSTIMBUMHU I0JaTKOBUMH
peKUMaMHU.

9. TpaHcdepTHe LIHOYTBOPEHHS Ma€ BHPIIIANBHC 3HAYCHHS JUIs
0JATKOBOTO ILIAHYBAHHSI, OCKUIBKH BOHO BU3HAYAE, K PO3IIOJLIIS-
I0ThCS TPUOYTKH MIXK PI3HUMH Cy0’ €KTaMHU.

10. TpaHCHaLIOHAIBHI KOPIIOPALIT MOXYTh PO3MOALIATA MPHOY-
TOK TaKUM YHMHOM, 100 MiHIMi3yBaTH 3arajbHi MOJAaTKOBI 3000B’f-
3aHHS.

COMPREHENSION CHECK

Read the text again and answer the following questions. Com-
pare your answers with another student and discuss any differ-
ences. Make sure you can refer to a particular phrase or sentence
from the text for each answer.

1. What are the primary objectives of tax planning and manage-
ment for both individuals and corporations?

2. How would you define tax planning, and what are its essential
components?

3. What factors do individuals and businesses consider when en-
gaging in tax planning strategies?
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4. Can you explain the concept of income management in tax
planning? How does it help taxpayers reduce their tax liabilities?

5. What role do investment decisions play in tax planning, and
what are some tax-efficient investment vehicles and strategies?

6. How do businesses optimize their tax outcomes through strate-
gic decisions regarding corporate structures, transactions, and opera-
tions?

7. Besides minimizing tax liabilities, what other considerations are
integral to effective tax planning, particularly in terms of risk man-
agement and compliance?

8. Why is tax planning considered an ongoing and dynamic pro-
cess? What factors necessitate periodic review and adjustment of tax
strategies?

9. What are the challenges posed by double taxation and transfer
pricing in tax planning, especially for multinational corporations
(MNCs)?

10. How do MNCs mitigate the impact of double taxation, and
what strategies do they employ to address transfer pricing issues ef-
fectively?

READING STRATEGIES
Read the text and be ready to do the following assignments

TAX RELIEFS

Tax planning involves the process of arranging your financial af-
fairs in ways that minimize your tax liability while remaining compli-
ant with tax laws and regulations. It's a proactive approach that indi-
viduals and businesses take to manage their finances efficiently. Tax
planning can involve various strategies aimed at reducing the amount
of taxes owed, deferring taxes to future periods, or taking advantage
of tax incentives provided by the government.
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The term “tax relief” ("tax benefit") refers to any tax law that helps
you reduce you tax liability. Benefits range from deductions and tax
credits to exemptions. They cover various areas, including programs
for families, education, employees, and natural disasters.

1. Tax Exemptions: Tax exemptions are specific amounts of in-
come or types of transactions that are not subject to taxation. They can
apply to individuals, businesses, or transactions. For example, in some
countries, income earned from certain types of investments may be
exempt from taxation.

2. Tax Allowances: Tax allowances are similar to exemptions and
reliefs in that they reduce the amount of income subject to taxation.
The main difference between the two is that while an exemption is
used to reduce the total of taxable income, an allowance is used to
reduce a specific amount that would be taxed on your regular
paycheck. For example, individuals may be entitled to a personal al-
lowance that reduces their taxable income by a certain amount.

3. Tax Deductions: Tax deductions are expenses or allowances
that taxpayers can subtract from their gross income to arrive at their
taxable income. Deductions reduce the amount of income that is sub-
ject to tax. Tax allowances and deductions are both mechanisms used
to reduce your taxable income, but they work in slightly different
ways. Imagine your total income is a pie. A tax allowance is like tak-
ing a slice out of the pie before you calculate the sales tax on the re-
maining pie. A tax deduction is like removing some ingredients (ex-
penses) from the pie before you bake it, resulting in a smaller pie to
calculate the sales tax on. In Ukraine, the system primarily relies on
tax deductions, with a limited use of allowances. Common deductions
include mortgage interest, property taxes, medical expenses, and char-
itable contributions

4. Tax Credits: Tax credits are dollar-for-dollar reductions in the
amount of tax owed by an individual or business. Unlike deductions,
which reduce taxable income, tax credits directly reduce the amount
of tax owed. Imagine your total income is still the cake, and you've
already calculated how much tax you owe (the frosting). Tax Credit is
like a coupon you can redeem to directly reduce the amount you owe
for the frosting (tax) Common tax credits include the Earned Income
Tax Credit, Child Tax Credit, and Renewable Energy Tax Credit.

5. Tax Shelters: Tax shelters are investments or financial maneu-
vers designed to significantly reduce your tax liability, often using
loopholes or complex structures. While not inherently illegal, they
often push the boundaries of tax law and can raise red flags with au-
thorities. These strategies are often complex and can be expensive to
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set up and maintain. They might involve specialized financial prod-
ucts or require significant investment capital.

Imagine tax benefits and reliefs as standard roads leading to a low-
er tax burden (destination). They are well-marked and accessible to
most vehicles (taxpayers). Tax shelters, on the other hand, are like
unmarked shortcuts or hidden paths that might lead to the same desti-
nation faster. However, they can be risky (may not be legal), and not
everyone has the right vehicle (financial resources or knowledge) to
navigate them safely. Examples of tax shelters include:

e Individual Retirement Accounts (IRAs): Contributions are often
tax-deductible, and earnings grow tax-deferred until withdrawal.

e 401(k) plans: Offered by employers, contributions are deducted
from your paycheck before taxes are applied, reducing your taxable
income.

e Health Savings Accounts (HSAs): Contributions are tax-deduc-
tible, and funds can be used for qualified medical expenses tax-free.

e Municipal bonds: Interest earned is often exempt from federal
income tax and sometimes state and local taxes.

» Depreciation deductions: Businesses can deduct the cost of cer-
tain assets over time, reducing their taxable income.

6. Tax Incentives: Unlike tax benefits known as measures to re-
duce your tax burden, tax incentives are specifically designed to en-
courage certain behaviors. Tax incentives are measures implemented
by governments to encourage specific behaviors or investments. They
can include deductions, credits, exemptions, or allowances that reduce
tax liability for individuals or businesses engaged in qualifying activi-
ties. Tax incentives are commonly used to promote economic devel-
opment, job creation, environmental conservation, and other policy
objectives.

When individuals or businesses file their tax returns, they calculate
their actual tax liability based on their income, deductions, and credits. If
the total taxes paid throughout the year exceed the actual tax liability, the
taxpayer is entitled to a refund or a rebate for the excess amount.

7. Tax refund means a taxpayer has paid more taxes than he was
liable to, and therefore, the government will refund the excess
amount. A tax rebate is simply a claim reimbursement on taxable
income. It refers to the amount of tax liability that you, as a taxpayer,
do not have to pay.

Both tax rebates and tax refunds involve returning excess taxes to
taxpayers, tax rebates are often government-initiated and may have
specific purposes, while tax refunds are based on individual taxpayer
circumstances and the overpayment of taxes during the tax year.
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WORDS AND PHRASES TO BE REMEMBERED

tax exemption — 3BUTLHEHHS BijI ONOJATKYBAHHS

personal allowance — nepconanbHa mijgbra

charitable contributions — Gmaroziiini BHecKH
frosting — rmasyp
raise red flags — poOuTu nonepemxeHHs

Health Savings Accounts — Omia/iHi paxyHKH OXOPOHH 30pPOB’ st

Municipal bonds — MyninunaneHi oomiramii
Depreciation deductions — Amopru3aiiiiHi BiapaxyBaHHs

a claim reimbursement — Bumora po BiIIKOAYBaHHS

A. Read the text and be ready to complete the table

Term

Description

Example

|Tax Planning

|Tax Relief / Tax Benefit

|Tax Exemption

|Tax Allowance

|Tax Deduction

|Tax Credit

|Tax Shelter

|Tax Incentive

|Tax Refund

|Tax Rebate

B. Mark the following statements as true (T) or false (F) ac-
cording to the information in the text. Find the part of the text
that gives the correct information.

1. Tax planning aims to maximize tax liabilities while remaining
compliant with tax laws and regulations.

2. Tax exemptions apply only to individuals and not to businesses

or transactions.

3. Tax aIIowan_ces are used to rg@uce the tota_l taxable income,
whereas tax deductions reduce a specific amount of income.

4. Tax credits directly reduce the amount of taxable income.
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5. Tax shelters are always illegal and are often inexpensive to set
up and maintain.

6. Tax shelters are like well-marked roads accessible to most tax-
payers.

7. Contributions to Health Savings Accounts (HSASs) are not tax-
deductible.

8. Tax incentives are designed to discourage certain behaviors or
investments.

9. Tax refunds and tax rebates refer to the same thing and can be
used interchangeably.

10. Tax rebates are often government-initiated and may have spe-
cific purposes, while tax refunds are based on individual taxpayer
circumstances.

SPEAKING STRATEGIES

Activity 1

Discuss these questions in pairs. Then join up with another
pair. Compare your conclusions. USEFUL ENGLISH section
below may be helpful to you.

1. Why is it important to strike a balance between tax minimiza-
tion and tax compliance?

2. How can tax planning contribute to long-term wealth accumula-
tion?

3. What are the challenges of tax planning in a constantly evolving
legal and economic landscape?

4. How do double taxation and transfer pricing considerations af-
fect the tax strategies of multinational corporations?

Activity 2.

Case Studies:

1. John and Mary: John and Mary are a married couple with two
young children. John works a full-time job with a steady income,
while Mary stays home with the children. They are looking to buy a
new house and are curious about the tax implications of different
mortgage options. Develop a tax planning strategy for John and Mary
considering factors like mortgage interest deduction, property taxes,
and potential tax credits for childcare expenses.

2. Startup Dilemma: A young entrepreneur is launching a tech
startup. They are deciding between structuring the business as a sole
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proprietorship, a partnership, or a limited liability company (LLC).
Analyze the tax advantages and disadvantages of each structure and
recommend the most suitable option for the startup, considering fac-
tors like potential for future growth, profit distribution, and personal
liability protection.

Activity 3

Working in small groups, make mini-presentations on one of
the following:

Research and Analysis

1. Emerging Tax Trends: Research a current trend in tax law
or policy (e.g., changes in tax rates, new tax credits for specific
industries) and analyze its potential impact on individuals or busi-
nesses.

2. Global Tax Landscape Comparison: Compare the tax regimes
of two different countries with a focus on their treatment of foreign
investment, corporate income tax rates, and potential tax treaties.
Identify which country might be more favorable for a specific type of
business operation or investment.

USEFUL ENGLISH
Expressing a Personal Opinion

= It seems to me that... I feelthat... AslIseeit... The way
Iseeit...

= | think/believe/ suppose... In my opinion... I’'m convinced
that...

Expressing doubt
* I’m not sure if... I’m not convinced that.. I doubt that...

Introducing a point

= First of all I’d like to point out... The main problem is...
Speaking of...

Concluding

= To sum up... In conclusion... All things considered,. ..

» Taking everything into consideration... The advantages
/disadvantages of ...
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SECTION I

Tax Compliance

KEY TERMS

I. Before reading text B study the key terms and their defini-
tions. While reading the texts, you should pay attention to the
economic and financial terms. They will add to the basics of your
professional vocabulary.

1. Systems Integration — cucmemna inmezpayis — ensuring
efficient interaction between various functional areas of the company
for accurate and timely data required for tax reporting.

2. Tax Implication Analysis — ananiz nooamkosux nacnioxkie —
assessing tax implications of contracts and dealings with counterpar-
ties to prevent unwanted tax liabilities.

3. Proactive Engagement — npoaxmusene 3anyuenns —involving
tax experts in the contracting process to ensure compliance with tax
legislation requirements.

4. Transfer Pricing (TP) Rules — npasuna mpancgpepmnozo
yinoymeopenns—Guidelines governing the pricing of transactions
within multinational enterprises, aimed at ensuring transactions occur
at arm's length prices to prevent profit shifting.

5. Base erosion — poszmusanms onooamkosysarnoi 6azu —refers to
the gradual decrease of a country’s tax base.

6. Profit shifting — euseoenmns npubymxy 3-nio onooamxyeanns —
involves artificially moving a company's profits to jurisdictions with
lower tax rates or tax havens.

7. Tax dispute — nooamrosuii cnip —arises when a disagree-
ment occurs between a taxpayer (individual or business) and a tax
authority regarding the amount of tax owed, tax filing errors (discrep-
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ancies or inconsistencies might be identified in tax returns submitted
by the taxpayer) or interpretation of tax laws

8. Base Erosion and Profit Shifting (BEPS) —Tax planning
strategies used by multinational companies to exploit gaps in tax rules
and artificially shift profits to low-tax locations. Addressed through
OECD's BEPS Action Plan, aiming to improve transparency and pre-
vent tax avoidance.

I1. Give the proper terms for the following definitions.

1. This refers to ensuring efficient information exchange
and collaboration between various departments within a com-
pany

2. This involves evaluating the potential tax consequences of busi-
ness contracts, deals, and other financial activities.

3. This refers to including tax specialists early in the decision-
making process, such as during contract negotiations

4. These are guidelines established by regulatory bodies to govern
the pricing of transactions between affiliated entities within a multina-
tional corporation
. 5. This describes the gradual decrease of a country's tax

ase

6. This involves artificially transferring a company's profits to
jurisdictions with lower tax rates or tax havens

7. This arises when a disagreement occurs between a taxpayer
(individual or business) and the tax authority

I11. Read text B and be ready to complete the tables with the
information from the text.

Type of Compliance Risk Description Example

|Regulatory Compliance Risks H H

|Tax Planning Risks H H

|Transfer Pricing Risks H H

|Tax Audit and Investigation Risks H H

|Cybersecurity and Technology Risks H H

|Economic and Market Risks H H

195




PRONUNCIATION GUIDE

adherence [od hiarons] requirement [r1' kwarom(a)nt]
regulatory [ regjolatori] ambiguity [ @m.br gju:.o.ti]
transparent [treen ' sparant] credibility [ kredr biliti]
abusive [a'bju:siv] Scrutiny [ 'skru:tmi]
jurisdiction [ dzva.r1s'dik.fon] exposure [1k 'spov3or]
disclosure [dr'sklav.30r] erosion [1'rau.39n]

Tax Compliance

Tax compliance refers to the process of adhering to all relevant tax
laws, regulations, and reporting requirements set forth by tax authori-
ties. It encompasses activities such as accurate tax calculations, timely
filing of tax returns, and transparent financial reporting. Tax laws and
regulations are often complex and undergo a lot of changes at both
national and international levels. Keeping up with these changes and
understanding their implications can be challenging for businesses,
increasing the risk of non-compliance. Different interpretations of tax
laws and regulations may exist, leading to uncertainty regarding the
correct application of tax rules. Ambiguities in tax legislation can
create compliance risks, especially when there are multiple ways to
interpret the law.

Tax compliance involves identifying and mitigating potential tax
risks associated with the company's operations. These risks may arise
from complex tax laws, regulatory changes, international transactions,
transfer pricing issues, or tax audits.

» Regulatory compliance risks arise due to the fact that tax laws
and regulations are subject to frequent amendments and interpreta-
tions, which makes it challenging for taxpayers to clearly understand
their obligations. Failure to comply with tax laws can result in penal-
ties, fines, and legal actions, undermining financial stability and repu-
tational credibility.

» Tax planning risks occur when aggressive or overly complex tax
planning schemes may attract scrutiny from tax authorities. Transactions
and structures perceived as abusive or lacking economic substance may
be challenged, leading to additional taxes, interest, and penalties.

» Multinational corporations engaging in cross-border transac-
tions face transfer pricing risks, as tax authorities scrutinize inter-
company transactions to ensure they are conducted at arm's length
prices. Failure to adhere to transfer pricing guidelines can result in
adjustments to taxable income, double taxation, and disputes between
jurisdictions.
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» Tax audit and investigation risks are inherent risks to taxpay-
ers, as discrepancies or misinterpretations may be identified by tax
authorities, potentially leading to additional tax assessments, penal-
ties, and reputational damage.

» Cybersecurity and technology risks relate to data security, pri-
vacy, and system reliability. Cybersecurity breaches, data leaks, or
system failures can compromise sensitive taxpayer information, dis-
rupt operations, and undermine trust in the integrity of tax systems.

» Economic and market risks arise from economic downturns,
regulatory reforms, and geopolitical developments that impact tax
liabilities and compliance obligations, introducing uncertainty and
volatility in tax planning and financial reporting.

Effective risk management strategies help minimize exposure to
tax liabilities and uncertainties. Managing tax risks requires a proac-
tive and multifaceted approach that integrates robust risk assessment
frameworks, compliance strategies, and mitigation measures tailored
to specific contexts and stakeholders.

To reduce tax risks, companies and individuals can take several
practical steps related to tax compliance. Firstly, it’s essential to iden-
tify potential tax risks that may arise from the company’s operations
and develop measures to reduce them. This includes being aware of
any legal changes that could impact taxation. Secondly, different de-
partments within the company must manage cross-functional process-
es ensuring timely collection of data for tax purposes. Thirdly, experts
in law have to carefully examine the tax implications of every contract
or agreement with partners to avoid unexpected tax burdens. It’s nec-
essary that tax specialists should be involved in contract discussions
from the outset so that all transactions comply with information dis-
closure requirements. Besides, audit committees should actively
monitor and evaluate the effectiveness of internal controls.

Finally, adherence to TP-rules and BEPS (Base Erosion and Profit
Shifting) is crucial for multinational corporations and tax authorities in
managing cross-border transactions and ensuring fair taxation practices.
Transfer Pricing (TP) Rules are guidelines that govern the pricing of trans-
actions within multinational enterprises, especially when it comes to inter-
company transactions. This prevents profit shifting and ensures that each
jurisdiction receives its fair share of taxes. Adherence to TP rules involves
documentation (corporations are required to maintain detailed documenta-
tion that supports the transfer prices they use); compliance (businesses
have to ensure that transactions comply with the arm's length principle as
outlined in local tax regulations); adjustment (tax authorities may adjust
transfer prices if they believe they do not reflect fair market value).
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Base Erosion and Profit Shifting (BEPS) refers to tax planning
strategies used by multinational companies to exploit gaps and mis-
matches in tax rules to artificially shift profits to low or no-tax loca-
tions where there is little or no economic activity. BEPS strategies can
include practices like transfer pricing manipulation, treaty abuse, and
shifting of intangible assets.

To address BEPS, the OECD (Organisation for Economic Cooper-
ation and Development) developed a comprehensive framework con-
sisting of 15 action points, known as the BEPS Action Plan. The aim
is to close loopholes and improve transparency in international tax
systems. Countries are encouraged to adopt and implement the BEPS
recommendations to prevent profit shifting and ensure that profits are
taxed where economic activities generating the profits are performed.
Enhanced cooperation and information exchange between tax authori-
ties should be constantly maintained to combat tax avoidance and
evasion.

WORDS AND PHRASES TO BE REMEMBERED

to adhere to: norpumyBarucs

relevant: akryanbHu#, BiAMOBI THUI

transparent: npo3opuit

implications: nacmiaku

ambiguity: HeoHO3HAYHICTH

amendment: monpaBka

credibility: noBipa, HaxiiiHiCTh

scrutiny: perenpHa nepeBipka

scrutinize: perenbHO BUBYATH

economic substance: ekoHOMIYHa CYyTHICTh

to pose inherent risks: craHOBUTH HEBiX €MHI PU3HKA

discrepancies: po36ikHOCTI

data leaks: Butik manux

to compromise sensitive taxpayer information: crasurtu miz 3a-
rpo3y KoH(pimeHIiiHy iHhopMaIliro

integrity: mimgicHicTh

eXposure: pusmK

multifaceted approach: 6aratorpansmii mimxisn

tailored to specific contexts: agantoBanuii 10 KOHKPETHHX KOH-
TEKCTiB (YMOB)

to exploit gaps: BUKOPHCTOBYBATH MPOTATUHA

disclosure: po3kpuTts

treaty abuse: 31moBXHBaHHS yro0I0

profit shifting: BuBeaeHHs MpUOYTKY 3-1111 OMOIATKYBaHHS
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VOCABULARY PRACTICE

I. Find in the text the English equivalents for the following
word combinations.

CBoevacHe TOMaHHS IMONATKOBUX JeKiaparliid; mpo3opa (inancoBa
3BITHICTB; NPU3BOAUTH IO HEBU3HAYEHOCTI; MPOOJIEMHU 3 TpaHC(HEPTHUM
L{IHOyTBOPCHHSIM; IIOJaTKOBI [IEPEBIPKH; IPU3BOAUTH 0 WITPaiB i Cy-
JIOBUX TI030BiB; BUK/IMKATH IMJIbHY yBary 3 GOKy MOAATKOBUX OPraHiB;
HEJIOTPHMAHHS! BKA3IBOK LIOI0 TPAHC(EPTHOrO LiHOYTBOPCHHSI; CKOMII-
poMeTyBaTi KOHQIICHIIIMHY iH(pOpMAIli0 TUIATHHUKIB MOJIATKIB; BUMAara-
TH TIPOAKTUBHOTO Ta 0araTorpaHHoOro IMiJX01y; aJanToBaHi 10 KOHKPET-
HUX YMOB 1 3aIlIKaBJICHUX CTOPIH; YIPABIIATH HACKPI3ZHUMHU (MDK(YHKITI-
OHAJIILHUMH) TIPOLIECAMU; BUMOTH PO3KPUTTA 1H(OpMaIIii

I1. Give the Ukrainian equivalents for the following word com-
binations. Choose five word combinations and explain their mean-
ing with your own words. Make your own sentences.

To undergo a lot of changes at both national and international levels;
ambiguities in tax legislation; be subject to frequent amendments and
interpretations; to lack economic substance; result in adjustments to taxa-
ble income; disputes between jurisdictions; to pose inherent risks to tax-
payers; cybersecurity breaches, data leaks, or system failures; to mini-
mize exposure to tax liabilities; information disclosure requirements; to
exploit gaps and mismatches in tax rules; to artificially shift profits to low
or no-tax locations; treaty abuse; to minimize exposures

I11. In each set of words, cross out the word that does not have
the similar meaning to the first. Consult the dictionary. Translate
the words into Ukrainian.

1. | a. ambiguity b. termination | c. obscurity d. uncertainty
2. | a. amendment | b. emphasis c¢. modification d. alteration

3. | a. scheme b. plan C. strategy d.scam

4. | a. substance b. essence c. surface d. gist

5. | a. assessment b. evaluation c. appraisal d.accrual

6. | a. exposure b. risk c. vulnerability d. sustainability
7. | a. disclosure b. revelation c. pivot d. unveiling

8. | a. accuracy b. correctness C. precision d. deviation

9. | a. dealing b. contraction C. negotiation d. interaction
10. | a. mismatch b. discrepancy | c. inconsistency d. alignment
11. | a. adherence b. compliance | c. interference d. observance
12. | a. guideline b. principle c. disclosure d. standard

13. | a. engagement | b. involvement | c. disclaimer d. commitment




IV. Fill in the missing words or word combinations in the sen-
tences below. Choose from the box. Translate the sentences into
Ukrainian.

minimize exposures(2); exploiting gaps and mismatches;
adherence to TP-rules(2); to ensure accuracy; tax implica-
tions; information disclosure; cross-functional processes;
pose inherent risks; economic substance; scrutiny from tax
authorities(2)

1. is crucial for multinational companies to
during tax audits.

2. Failing to disclose foreign income in tax filings can
of significant penalties and even criminal charges.

3. between finance and legal departments are essen-
tial to in tax calculations.

4. Transactions lacking may invite

5. Understanding the of investing in foreign markets is
crucial for informed financial decisions.

6. is critical for maintaining transparency and building

trust with stakeholders.

7. Companies operating in multiple countries should prioritize
to avoid legal issues.

8. Deliberately in tax regulations is illegal and can re-
sult in severe consequences.
9. often intensifies when there are inconsistencies in

financial reporting.

10. Maintaining accurate financial records is essential to
to errors and potential penalties.

TRANSLATION PRACTICE

Translate into English.

1. TlomaTKoBI 3aKOHM Ta HOPMATHBHI aKTH 4acTO CKIIAJHI Ta 3a-
3HAIOTh 0araThbOX 3MiH SIK Ha HAI[IOHAIBHOMY, TaK 1 Ha MIXKHApOIHOMY
pIBHSIX.

2. JloTpuMaHHS MOJATKOBOTO 3aKOHOJABCTBA Mepeadadae BHSB-
JICHHS Ta TIOM SIKIIEHHS MOTEHIIIMHUX MOAATKOBUX PU3HKIB, MOB’s3a-
HHUX 3 JISUIBHICTIO KOMITaHIi.
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3. Pusuku MOXyTh BUHUKATH 4Yepe3 CKJIaJHE MOJaTKOBE 3aKOHO-
JIaBCTBO, HOPMATHBHI 3MIiHH, MDKHApOJHI omeparii, mpobieMu 3
TpaHc(EepTHUM I[IHOYTBOPEHHSAM a00 MOAATKOBI TIEPEBIPKHU.

4. HenoTprMaHHS BKa3iBOK IIOJO TPaHC(EPTHOrO IIHOYTBOPEHHS
MOJKE€ TPU3BECTH 10 KOPUTYBaHHS OMOJATKOBYBAHOTO ITOXOMY, MOJ-
BIMHOTO OIOJIATKYBAHHS Ta CYNEPEUYOK MiXK FOPUCAUKITISIMHU.

5. Ilixg gac aymuTy MOXyTh OyTH BHSABIEHI po30iKHOCTI abo He-
NPABHIIbHE TIYMa4eHHs], IO NOTEHLIHO MOXe PU3BECTU 10 JO0AAT-
KOBOT'O HapaxyBaHHsl [I0AATKiB, IITPa(iB T KO PEITyTALLii.

6. 3abe3nedeHHs e(i)eKTI/IBHOI B3a€MOJIT MDK pisHuMH (yHKuio-
HAJTBHUMHU c(hepamMul KOMITaHii € OCHOBOIO TSI 3a0€3MeYeHHs] TOYHOCTI
Ta CBOEYACHOCTI JTaHUX, HEOOXIAHMX JUIS MOAATKOBOTrO OOJKy Ta
3BITHOCTI.

7. KpaiHam MporoHyeThCS MPUUHATH Ta BIPOBAAUTH PEKOMEH-
nganii moxo BEPS, mo6 3amo0irtu BUBEIEHHIO NPHOYTKY 3-ITiJI OIO-
JIaTKyBaHHS.

8. Ilnau giiit BEPS monsrae B ToMy, mo0 3aKpuUTH Ja3iBKH Ta
MABUIIATH TPO30PICTh MKHAPOAHHUX MOJATKOBUX cucTeM. Lle Takox
JomoMarae maTpuMyBaTH LITICHICTh INTOOAIBHOI IMOJATKOBOI CHCTE-
MH Ta 3a100irae po3MHUBaHHIO OMIOAATKOBYBaHOI Oa3H.

COMPREHENSION CHECK

Read the text again and answer the following questions. Com-
pare your answers with another student and discuss any differ-
ences. Make sure you can refer to a particular phrase or sentence
from the text for each answer.

1. What does tax compliance entail?

2. How do tax laws and regulations contribute to the complexity of
tax compliance for businesses?

3. What are some common tax risks associated with non-
compliance mentioned in the text?

4. How can businesses mitigate tax risks associated with cyberse-
curity and technology?

5. Why is effective risk management crucial for minimizing tax li-
abilities and uncertainties?

6. What are some strategies mentioned in the text for companies to
mitigate tax risks?

7. How do cross-functional processes contribute to ensuring accu-
racy in tax accounting and reporting?

8. Why is it important for companies to analyze the tax implica-
tions of contracts and dealings with counterparties?
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9. What roles do training and awareness play in promoting tax
compliance within organizations?

10. How are Transfer Pricing (TP) Rules and Base Erosion and
Profit Shifting (BEPS) addressed in tax compliance for multinational
corporations?

READING STRATEGIES

I. Read the text and be ready to do the following assignments.
Organisation for Economic Cooperation and Development
(OECD)

What IS 5
the OECD

(Organization for
Economic Cooperation ~ #

and Development)

_,«_-

[ the batance

The Organisation for Economic Cooperation and Development
(OECD) is an international organization established in 1961 to pro-
mote economic growth and development worldwide. It serves as a
platform for member countries to discuss and coordinate policies,
share experiences, and address common challenges.

OECD's headquarters are located in Paris, France, where member
countries convene to collaborate on various initiatives aimed at foster-
ing prosperity and well-being. Membership in the OECD is based on a
commitment to democratic principles and a market economy, with
currently 38 member countries.

The OECD's primary objectives include promoting sustainable
economic growth, raising living standards, and maintaining financial
stability. It achieves these goals through research, policy analysis, and
the formulation of recommendations designed to improve economic
performance and social outcomes.

One of the OECD's key functions is conducting peer reviews and
assessments of member countries' policies and practices across a wide
range of areas, including taxation, education, health care, and envi-
ronmental protection. These reviews provide valuable insights and
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recommendations for policy reforms, helping countries enhance their
economic competitiveness and social cohesion.

Furthermore, the OECD serves as a forum for dialogue and coop-
eration between member and non-member countries, as well as with
international organizations and stakeholders from civil society and the
private sector. This collaboration facilitates the exchange of best prac-
tices, knowledge sharing, and capacity building, contributing to global
economic development and stability.

In recent years, the OECD has expanded its focus to address
emerging challenges such as digitalization, globalization, and climate
change. It plays a crucial role in shaping international policy respons-
es to these complex issues, advocating for inclusive and sustainable
growth strategies that benefit people and the planet.

Overall, the OECD remains committed to its founding principles
of promoting economic progress and cooperation among nations.
Through its research, analysis, and policy recommendations, it con-
tinues to play a vital role in advancing global prosperity and well-
being.

1. Indicate whether the following statements are true or false
based on the information in the text
a) The OECD was established in 1945.

b) The OECD's headquarters are located in London.
¢) The OECD has 38 member countries.

d) One of the OECD's primary objectives is to promote sustainable
economic growth.

e) The OECD conducts peer reviews only in the area of taxation.
f) The OECD serves as a forum exclusively for member countries.

g) In recent years, the OECD has focused solely on traditional
economic issues.

2. Answer the following questions.

a) What are some of the primary objectives of the Organisation for
Economic Cooperation and Development (OECD)?

b) How does the OECD conduct peer reviews, and why are they
important?

c) In what ways does the OECD facilitate dialogue and coopera-
tion among member and non-member countries?

d) Why has the OECD expanded its focus to address emerging
challenges like digitalization and climate change?
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e) How do you think the OECD's work contributes to global eco-
nomic development and stability?

3. Research a specific initiative or project undertaken by the
OECD and present a summary of its goals, methods, and potential
impact.

SPEAKING STRATEGIES

Activity |

Discuss these questions in pairs. Then join up with another
pair. Compare your conclusions.

1. Explain the importance of effective communication within an
organization regarding tax compliance.

2. Describe two potential consequences a company might face for
non-compliance with tax regulations.

3. Briefly discuss the role of the OECD in addressing international
tax challenges.

Activity 2

Working in small groups, discuss these scenarios:

Scenario 1:

A rapidly growing e-commerce company plans to expand its oper-
ations internationally.

Challenges:

The company lacks experience with international tax regulations
and transfer pricing.

Different countries have varying tax rates and compliance re-
quirements.

Tasks:

1) Identify potential tax risks associated with the international
expansion.

2) Recommend strategies to mitigate these risks.

3) Analyze the benefits of seeking guidance from an international
tax advisor.

Scenario 2:

A small manufacturing firm receives a notification for a tax audit.

Challenges:

The company's accounting department might not have maintained
detailed records to support certain tax deductions.
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Discrepancies in financial reporting could raise red flags for the
auditors.

Tasks:

1) Identify potential areas of concern that might be scrutinized dur-
ing the audit.

2) Recommend actions the company can take to prepare for the
audit.

3) Discuss the importance of clear and accurate financial record-
keeping for tax compliance.

Scenario 3:

A large corporation experiences a data breach compromising sen-
sitive taxpayer information.

Challenges:

The company needs to address the data breach and prevent further
security vulnerabilities.

Potential regulatory consequences and reputational damage need
to be managed.

Tasks:

1) Analyze the potential tax implications of the data breach.

2) Recommend strategies to strengthen the company's cybersecuri-
ty measures.

3) Discuss the importance of transparency in communicating the
data breach to stakeholders.

Activity 3

Imagine you are a tax manager in a multinational corporation.
Outline steps you would take to ensure compliance with TP rules
and mitigate risks associated with BEPS.
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UNIT SIX
FORMS OF BUSINESS ORGANIZATIONS

Section | Text A. Sole Proprietorship
Section Il Text B. Partnership

Section Ill  Text C. Corporations

Useful English  Linking words and phrases

LEARNING OBJECTIVES

After studying this unit, you should be able to:

o applying reading skills to comprehend, analyze, summarize and
interpret texts related to money to forms of business corporations;

¢ identifying the main idea; reading for details, a specific facts or
pieces of information; dealing with unknown vocabulary;

¢ tracking cause and effect; sequence of events;

e expressing general and personal opinion;

e making predictions; comparing and contrasting;

¢ talking about business organizations: giving spontaneous and
prepared monologues, dialogues, and group interaction using topical
vocabulary;

e summarizing, rendering and translating texts related to the is-
sues covered in the unit.
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LEAD-IN

Discuss these questions with your partner.

» What forms of business organizations do you know?

» Can you describe advantages or disadvantages of different
forms of business organizations?

» What business will you set up?

Comment on the following quotations about business organiza-
tions. What do the authors mean? Do you agree or disagree with
them? Discuss it with your partner.

“If we are together nothing is impossible. If we are divided all
will fail.”
Winston Churchill

“In the past a leader was a boss. Today’s leaders must be part-
ners with their people.. they no longer can lead solely based on
positional power.”

Ken Blanchard

“In this new wave of technology, you can’t do it all yourself,
you have to form alliances.”
Carlos Slim Helu

“A friendship founded on business is a good deal better than a
business founded on friendship.”
John D. Rockefeller

“Corporation: An ingenious device for obtaining profit without
individual responsibility.”
Ambrose Bierce

“You can’t build a strong corporation with a lot of committees
and a board that has to be consulted every turn. You have to be
able to make decisions on your own. “

Rupert Murdoch

KEY TERMS
Before reading texts A, B and C study the key terms and their
definitions.While reading the texts, you should pay attention to

207



the economic and business terms. They will become the basics of
your professional vocabulary.

1. Sole proprietorship — oonoociona enracuicme — a firm
owned and controlled (managed) by a single person.

2. Partnership — napmnepcmeo — a firm owned and controlled
by two or more persons who are parties to a partnership agreement.

3. Corporation — xopnopayis — a firm that is owned by a group
of ordinary shareholders and the capital of which is divided up into a
number of shares.

4. Legal entity — rmopuouuna ocoba — an association, corpora-
tion, partnership, trust, or individual that has legal standing in the eyes
of law.

5. Liability — sionosioanvnicme — the state of being legally re-
sponsible for something.

6. Limited liability — obmeacena sionosioanvnicme — the legal
position in which shareholders of a company are only responsible for
the money they have given if the company cannot pay its debts.

7. Unlimited liability — rneobmeorcena sionosioansnicme — the
legal duty of the owners of an unlimited company to pay all its
debts.

8. General partnership — nosne napmnepcmeo — a type of
business partnership in which members share profits and must pay all
its debts if the business fails.

9. Limited partnership — obmeorcene napmnepcmso — formed
by two or more people, with at least one person acting as the general
partner who has management authority and personal liability, and at
least one person in the role of limited partner who is a passive investor
with no management authority.

10. Charter — cmamym — one of the legal documents that is cre-
ated when a company is formed. It states the name and address of the
company, its purpose and the amount of money it can raise by selling
shares.

11. Share (BrE), stock (AmE) — akyis — a unit of owner ship
that represents an equal proportion of a company’s capital. It entitles
its holder to an equal claim on the company’s profits and an equal
obligation for the company’s debts and losses.

12. Shareholder (stockholder) — axuionep — a legal owner of
the corporation and is entitled to a share in its profits, receiving some
of these profits in the form of dividends.

13. Dividend — ousioeno — a payment made by a corporation to
its shareholders for providing share capital. Dividends are a distribu-
tion of the profits of the company.
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14. Bond — oé6uicayis — a financial security issued by businesses
and by the government as a means of borrowing long-term funds.

15. Principal — kaniman — 1) an amount of money that is lent or
invested to earn interest; 2) relating to an original amount of money
that is lent or invested, rather than any interest.

16. Interest — siocomox — 1) the extra money that you have to
pay when you borrow money; 2) the extra money that you receive
when you invest money.

17. Board of directors — paoa oupexmopie — the group of peo-
ple chosen by shareholders to control a company, decide its policies
and appoint senior officers.

18. Securities and Exchange Commission — komicis 3 yinnux
nanepie i 6ipxc — a government organization that is responsible for
controlling how shares, bonds, etc. are traded to make sure that this is
done in an honest way in order to protect investors.

2. Match the terms with their definitions:

a. a business owned by two or more people who are responsi-
ble only for the amount they have invested in the business if it
is unable to pay its debts.

1. General
partnership

b. an organization or a person that has the right to make con-
tracts, to use the legal system to settle disputes, and to make
other legal arrangements.

2. Articles of
partnership

c. financial security issued by a corporation as a means of rais-
ing long-term capital. Purchasers of shares pay money to the

3. Liability company and in return receive a share certificate signifying
their ownership of the shares.
4. Board of d. the owners are all personally liable for any legal actions and
directors debts the company may face.
e. an individual, group, or organization that owns one or more
5. Share shares in a company, and in whose name the share certificate is
issued.
6. Limited

partnership f. capital as distinct from the income (interest) derived from it.

g. a fee paid for the use of another party’s money. To the bor-
7. Corporation | rower it is the cost of renting money, to the lender the income
from lending it.
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End of table

h. a voluntary contract between two or among more than two
persons to place their capital, labor, and skills, and corporation

8. Interest in business with the understanding that there will be a sharing
of the profits and losses between/among partners.
9. Dividend i. gives the corporation an independent existence as a legal
) entity.
j- the legal protection available to the shareholders of privately
10. Sole and publicly owned corporations under which the financial

proprietorship

liability of each shareholder for the company’s debts and obli-
gations is limited to the par value of his or her fully paid-up
shares.

11. Unlimited
liability

k. a type of business organization in which two or more
individual pool money, skills, and other resources, and share
profit and loss in accordance with terms of the partnership
agreement.

12. Partnership

. legal responsibility for something, especially for paying mon-
ey that is owed, or for damage or injury.

13. Shareholder

m. an official document promising that a government or com-
pany will pay back money that it has borrowed, often with
interest.

14. Legal entity

n. simplest, oldest, and most common form of business owner-
ship in which only one individual acquires all the benefits and
risks of running an enterprise.

15. Charter 0. governing body of an incorporated firm.

16. Bond p. a business organization that has been officially created and
is owned by shareholders.

. g. a share of the after-tax profit of a company, distributed to its

17. Principal shareholders according to the number and class of shares held
by them.

18. Limited r. refers to the legal obligations of general partners and sole

Iiability proprietors because they are liable for all business debts if the

business can’t pay its liabilities.
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SECTION |

PRONUNCIATION GUIDE

proprietor /pra’ pratoto/
proprietorship /pra’prarotafip/
advantage /od'va:ntidz/
disadvantage /disad ' va:ntidz/
individual /indr vidzu(a)l/
relatively /'relotrvli/

earn /o:n/

requirement /r1'’kwarom(a)nt/
cease /si:s/

restaurant /'rest(o)ront/
employee /implor'i:/

immediate /1'mi:drot/
separate /' sparert/
exempt /19’ zem(p)t/
reluctant /r1'lakt(o)nt/
efficiency /1 fif(o)nsi/
personal /' pa:s(o)n(o)l/
inventory /' mv(a)nt(a)ri/
experience /1k spiorrons/
quit /kwit/
qualified /' kwolifard/
fringe /frin(d)z/

I. Read the text to be ready to discuss advantages and disad-
vantages of sole proprietorship.

Text A
Sole Proprietorship

7

SOLE PROPRIETORSHIP

When setting up a business the legal form has to be decided. There
are three main forms of business organization in the economy today —
the sole proprietorship, the partnership, and the corporation. Each
offers its owners significant advantages and disadvantages.

The most common form of business organization is the sole pro-
prietorship or proprietorship — a business owned and run by a single
individual. Because proprietorships are basically one person opera-
tions, they comprise the smallest form of business and have the small-
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est fraction of total sales. They are also relatively profitable, and they
bring in about one-fifth of the total profits earned by all businesses.

Forming a Proprietorship

The sole proprietorship is the easiest form of business to start be-
cause it involves almost no requirements except for occasional busi-
ness licenses and fees. Most of proprietorships are ready for business
as soon as they set up operations. You could start a proprietorship
simply by putting up a lemonade stand in your front yard. Someone
else could decide to mow lawns or open a restaurant. A proprietorship
can be run on the Internet, out of a garage, or from an office in a pro-
fessional building.

Advantages

As you have learned, a sole proprietorship is easy to start. If some-
one has an idea or an opportunity to make a profit, he or she only has
to decide to go into business and then do it.

Management also is relatively simple. Decisions do not require the
approval of a co-owner, boss or other “higher-up”. This flexibility
means that the proprietor can make an immediate decision if a prob-
lem comes up.

A third advantage is that the owner can keep profits of successful
management without having to share them with other owners. The
owner also has to accept the possibility of a loss, but the lure of profits
makes people willing to take risks.

Fourth, the proprietorship does not have to pay separate business
income taxes because the business is not recognized as a separate le-
gal entity. The owner still must pay individual income taxes on profits
taken from the sole proprietorship, but the business itself is exempt
from any tax on income.

Another advantage of the proprietorship is the psychological satis-
faction may people get from being their own boss. These people often
have a strong desire to see their name n print, have dreams of great
wealth or community status, or simply want to make their mark in
history.

A sixth advantage is that it is easy to get out of business. All the
proprietor has to do is to pay any outstanding bills and then stop offer-
ing goods or services for sale.

Disadvantages
The main disadvantage of a proprietorship is that the owner of the
business has limited liability. This means that the owner is personally
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and fully responsible for all losses and debts of the business. If the
business fails, the owner’s personal possessions may be taken away to
satisfy business debts.

A second disadvantage of a proprietorship is the difficulty of rais-
ing financial capital. Generally, a large amount of money is needed to
set up a business, and even more may be required for its expansion.
However, banks and other lenders are often reluctant to lend money to
new or very small businesses.

The size and efficiency of a proprietorship are also disadvantages.
Because of limited financial capital, the proprietor may not be able to
hire enough personnel or stock enough inventory to operate the busi-
ness efficiently.

A fourth disadvantage is that the proprietor often has limited man-
agerial experience. This owner may have to hire others to do the types
of work — manufacturing, sales, and accounting — at which he or she
is not an expert.

A fifth disadvantage is the difficulty of attracting qualified em-
ployees. Because proprietorships tend to be small, employees often
have to be skilled in several areas. Moreover, larger firms offer fringe
benefits — employee benefits such as paid vacations, sick leave, re-
tirement, and health or medical insurance — in addition to wages and
salaries.

A six disadvantage of the sole proprietorship is limited life. This
means that the firm legally ceases to exist when the owner dies, quits,
or sells the business.

WORDS AND PHRASES TO BE REMEMBERED

sole proprietorship — oxgHoOCiOHA BIacHICTH
partnership — maptaepcTBO
corporation — koproparfis
to offer — npononysatu
significant — 3naunwnii
advantage — nepeBara
disadvantage — Hemomik
COMMON — CIJIbHAM

to run — kepyBartu

to comprise — ckimagatu
fraction — mouis, yactka
relatively — BigrnocHo
profitable — npuGyTtroBuit
to earn — 3apoOnsaTu
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requirement — BumMora

fee — rutara, BHECOK

to set up — 3acHoBYyBaTH
opportunity — MOXJIUBICTb

to require — Bumaratu

approval — cxBaneHHs

CO-OWNEr — CITiBBIACHUK

flexibility — rayukicTs

immediate — neraitauii

successful — ycmimrauii

to share — posuinstu

to accept — mpuiimatu

possibility — moxuBicTh

loss— Brpara, 30uTOK

lure — crokyca

to be willing —6ytu roroBum

income tax — nopaTok Ha NPUOYTOK
to recognize — po3mizHaTu

separate — oxpemuii

legal entity — ropuauuna ocoba
exempt — BiTbHMIA

psychological — ncuxomoriunmii
satisfaction — 3ayioBoseHHs

wealth — GararctBo

outstanding bill — neorutauenuii Bexcen
unlimited liability — HeoOMexeHa BiMOBiIaTbHICT
responsible — BigmosiganpHuit
POSSessions — maiiHo

to raise capital — 3anyuaTu kamitan
expansion — po3uIupeHHsl

reluctant — meoxouwnii

to lend — naBatu B Gopr

to hire — naiimatu Ha poGoTy
inventory — toBapHi 3amacu
experience — 10cBix

accounting — Oyxrantepchkuii 00K
to attract — npuBaGroBaTH, 3aay4aTH
qualified — kBamidikoBanuit

to tend — matu CXUIBHICTD

skilled — kBamiikoBaHwmii, TOCBiTUEHUI
fringe benefits — noxarkosi miasru
employee — ciyx00Belb
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vacation — Bimmycrka
sick leave — nikapHsHU
insurance — crpaxyBaHHs
wages — 3apo0iTHa miaTa
salary — okmnan

1o cease — npuUNUHATH

to exist — icuyBatu

to quit — nokuaatu

VOCABULARY PRACTICE

I. Find in the text English equivalents for the following word
combinations. Write your own sentences using them.

OnHoOoCiOHA BIIACHICTB; MAPTHEPCTBO; KOPIOpAIlisl; MPOIOHYBATH
3HaYyHI MepeBard Ta HEJOJIKU; BIIHOCHO NMPHUOYTKOBMIA; MPUHOCUTH
npubyTok; Haiinerma gopma Gi3HeCy; MaiKe JKOJHUX BHMOTL; 3aI0-
YaTKOBYBATH ONeEpallii; CXBAJICHHs CIIBBIACHUKA; IPHHMATH HeraiiHe
pileHHS; ycmmne VIpaBIiHHS; PUUHATH MOXIIUBICTH 30UTKY; pO-
OuTH JIOAel TOTOBUMH PU3HKYBaTH; OKpeMa IOpUAUYHa 0coba; OyTH
BJIACHMM OOCOM; JIETKO BHUXOJUTH 3 Oi3HeCy; HeoOMexKeHa Bi,Z[HOBi,I[a-
JBHICTB; 0COOMCTE MAlfHO BJIACHUKA; 3ayTydaTH ¢biHaHCOBMI KarliTal;
OyTd HEOXOYMM JaBaT Ipouil B 6opr HaliMaTH CITy>KOOBIIIB; 06Me—
’KEHUH JOCBiA B YNpaBIiHHI; TpUBAOIIOBATH KBaTi(hiIKOBAHUX CITYX-
OO0BIIIB; 0OMEKEHE JKUTTSI.

Il. Give Ukrainian equivalents for the following word combi-
nations.

The most common form of business organization; business owned
and run by a single individual; to have the smallest fraction of total
sales; occasional business licenses and fees; an opportunity to make a
profit; to share with other owners; to pay separate business income
taxes; to have dreams of great wealth; outstanding bills; personally
and fully responsible; losses and debts of the business; to stock inven-
tory; proprietorships tend to be small; to be skilled in several areas;
moreover; fringe benefits; health and medical insurance; to quit the
business.

I11. The italicized words in the sentences below are found in

this unit. Study the sentences. Then identify the part of speech
and write your own definition for the word on the line provided.
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EXAMPLE.

They offered him a very good job.

offer (v) to hold smth out to someone so that they can take it.

1. Please inform us if there are any significant changes in your
plans.

significant ()

2. The big advantage of this system is that is fast.
advantage ()

3. The benefits of the system far outweigh the disadvantages.
disadvantage ()

4. For a while, she ran a restaurant in Boston.
run ()

5. To find out about entry requirements for students, write to the
college ad-missions board.
requirement ()

6. Employees expect flexibility in the work-place.
flexibility ()

7.1 have an office that | share with some other bookkeepers.
share ()

8. They offered me a job and | accepted.
accept ()

9. The interest is exempt from income tax.
exempt ()

10. Maddox was reluctant to talk about it.
reluctant ()

IV. Fill in the missing words or word combinations in the sen-
tences below.
Choose from the box. Translate the sentences into Ukrainian.

sole traders; management; to run; tax purposes; alive; enter-
prise; legal entity; income; responsible; unlimited liability;
debts; assets
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In Hungary own most of the business. The sole trader can
operate the proprietorship with a license obtained from the local office
of the Hungarian Chamber of Commerce. It is the Chamber of Com-
merce, which controls the activ-ities in the ___ whether they are done
according to license or not. The sole trader is for the total control
and over the business. Sole proprietorship is not a separate

and the owner has the which means that he or she is
liable for the with the total amount of his or her own fortune and
personal . The profit is the owner’s , which has to be reported
for ~ The business can last only as Iong as the owner is or
decides __ the business. In case of the owner’s death the business
ends.

V. Find the most appropriate word to complete the sentences.

1. A business run by a __ _ has just one owner, who is
entirely  for all the company’s business affairs.

2. The sole trader doesn’t have to consult anyone else when
making

3. The ___ do not have to be shared with anyone else.

4. A sole trader has ___ for his company, which means that if
he goes ___, he may lose both his company and his personal property.

5. The sole trader may have more difficulties raising

6. People start a business partly because they do not want to re-
main ___ any more or partly because they are forcedto _ a
business, as they become unem-ployed or cannotfinda

7. As a sole trader you become __ from your boss, very flexible
and free.

8. If you start a business a lot of money has to be __ which can
either be ___ from a bank or from friends, if you do not have enough
money yourself.

COMPREHENSION CHECK

Now read the text again and answer the following questions.

1. What are the three main forms of business organization today?

2. What is a sole proprietorship?

3. Why do sole proprietorships comprise the smallest form busi-
ness?
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4. Why is the sole proprietorship the easiest form of business to
start?

5. Where can sole proprietorships be found?

6. What are the main advantages of the sole proprietorship?

7. Why is management relatively simple?

8. Why do some people want to set up their own business?

9. When can proprietorships stop their activities?

10. What are the main disadvantages of the sole proprietorship?

11. What is unlimited liability?

12. Why is it difficult for proprietorships to raise financial capital
and to attract qualified employees?

TRANSLATION PRACTICE

Translate into English.

1. Icaye Tpu dopmu opranizaiii Gi3HeCy: 0JTHOOCIOHA BIIACHICTB,
NapTHEPCTBO Ta KOPIOpaLlis.

2. Haiibinpin mommpeHow ¢opmoro 6i3Hecy € 0JHOOCIOHa Biac-
HiCcTh — Oi3HEC, TKUM BOJIOJIIE 1 Kepye OJHa oco0a.

3. Oco0u, siki 0akaloTh PO3MOYATH CBii BIacHHIA Oi3HEC, TOBUHHI
YCBIZOMIIIOBATH SIK IEPEBArH, TaK I HEJIOMIKH OXHOOCIOHOI BIIACHOCTI.

4. IlepeBaramu JJaHOrO BHIY I ANPHEMHALBKOI JIsUIBHOCTI € JIer-
KICTb y CTBOPCHHI Oi3HECy Ta HOrO yNpaBIiHHI, OCKUIBKH BIACHUK
BHUPIIIY€E caM BCl TUTAHHA CTOCOBHO HOTO JISTTBHOCTI.

5. 3 omHOrOo OOKY, MiANPHEMEIH CTAE HE3aJECKHUM, MAE THYUKHUH
rpadik poboTH, a 3 iHmoro 60Ky, BiH OTpUMY€E BCl IpuOyTKH Oi3HECY,
SKIO BIH € YCIINIHUM, Ta IICUXOJIOTIYHE 33JJ0BOJICHHS BijJ TOTO, IO
BiH € €IUHUM BIIACHUKOM CBOTO MiANPUEMCTBA.

6. Onnak, ciig He 3a0yBaTu MPO HEOJIKU OAHOOCIOHOT BIIACHOC-
Ti, a caMe Hai-TOJIOBHIIMNK 3 HUX — HEOOMEKEHY BiMOBIIATbHICTD,
SKYy HECE BJIIACHUK O13HECY 3a CBOE MIAIPHUEMCTBO.

7. Ins Toro, mo6 3amoyaTkyBaTtH Oyab-sKHi Oi3HEC, HEOOXiTHI
(biHaHCOBI pe-CypcH, a OAHOOCIOHUI BIACHUK OOMEXEHHI JuIe Bia-
CHUMH pecypcami, i SKIIO0 WOTO BJIIACHUX PECYPCIB HEIOCTATHBO, Y
HBOTO MOXYTh BUHUKHYTH MPOOJIEMH 3 3aTyUeHHsI 10IaTKOBOTO Karli-
Tay yepe3 OaHk a0o iHII (iHAHCOBI JpKepea.

8. [HmuM pHU3MKOM € Te, IO OpraHi3allisi BJaCHOI CIIPaBH MOTpPE-
Oye Oararo yacy Ta eHeprii, 110 MOXe, B Pe3yJIbTaTi, MPU3BECTU 10
TOTO0, IO MiANPHEMELb Oye 3MYIICHUN KePTBYBATH BIACHOIO POJIH-
HOIO 3apaJii CBO€ET CIIPaBHy.
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SECTION Il

PRONUNCIATION GUIDE

jointly /" dzomtli/ attorney /o 'to:ni/
strength /stren6/ expertise / ekspa: 'ti:z/
weakness /'wi:knas/ withdraw /w10'dro:/
financial /fa1'nanf(o)l/, /fi'nanf(s)l/  chance /tfa:ns/
obligation /pblr gerf(a)n/ acquire /o kwaro/
likewise /'latkwarz/ cause /ko:z/
responsibility /r1, sponsr biliti/ liability /110 brliti/

debt /det/ dissolve /di'zolv/
specify /' spestfar/ potential /pa(v) tenf(9)l/
equally /'i:kw(a)li/ either /' A109/ , /'1:00/

I. Read text B to be ready to discuss different forms of part-
nerships, their ad-vantages and disadvantages.

Text B

Partnership

A partnership is a business that is
jointly owned by two or more per-
sons. It shares many of the same
strengths and weaknesses of a sole
proprietorship.

k26467784 fotosearch.com

Types of Partnerships

The most common form of partnership is a general partnership, in
which all partners are responsible for the management and financial
obligations of the business. In a limited partnership, at least one part-
ner is not active in the daily running of the business. Likewise, the
limited partner only has limited responsibility for the debts and obli-
gations of the business.

Forming a partnership

Like a proprietorship, a partnership is relatively easy to start. Be-
cause more than one owner is involved, formal legal papers called
“articles of partnership” are usually drawn up to specify arrangements
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between partners. Although not always required, these papers state
ahead of time how the expected profits or possible losses will be di-
vided.

The articles may specify that the profits be divided equally or by
any other arrangements suitable to the partners. They also may state
the way future partners can be added to the business, and the way the
property of the business will be distributed if the partnership ends.

Advantages

Like the sole proprietorship, one advantage of the partnership is its
ease of startup. Even the costs of the articles of partnership, which
normally involve attorney fees and a filing fee for the state, are mini-
mal if they are spread over several partners.

Ease of management is another advantage. Each partner usually
brings a different area of expertise to the business: one might have a
talent for marketing, another for production, another for bookkeeping
and finance, and yet another for shipping and distribution.

A third advantage is the lack of special taxes on a partnership. The
partners withdraw profits from the firm and then pay individual in-
come taxes on them at the end of the year.

Fourth, partnerships can usually attract financial capital more easi-
ly than proprietorships. They are generally larger and have a better
chance of getting a bank loan. The existing partners could also take in
new partners who bring financial capital with them as part of their
price for joining.

A fifth advantage is the more efficient operations that come with
their slightly larger size.

A sixth advantage is that partnerships often find it easier to attract
top talent than proprietorships. Because most partnerships offer spe-
cialized services, top graduates seek out stable, well-paying firms to
apply their recently acquired skills.

Disadvantages

The main disadvantage of the general partnership is that each part-
ner is fully responsible for the acts of all other partners. If one partner
causes the firm to suffer a huge loss, each partner is fully and person-
ally responsible for the loss. This is similar to the unlimited liability
feature of a proprietorship, but it is more complicated because more
owners are involved. As a result, most people are extremely careful
when they choose a business partner.

In the case of the limited partnership, a partner’s responsibility for
the debts of the business is limited by the size of his or her investment
in the firm. If the business fails and debts remain, the limited partner
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loses only the original investment, leaving the general partners to
make up the rest.

Another disadvantage is that the partnership has limited life. When
a partner dies or leaves, the partnership must be dissolved and reor-
ganized.

A third disadvantage is the potential for conflict between partners.
Sometimes partners discover that they do not get along, so they have
to either learn to work together or leave the business.

WORDS AND PHRASES TO BE REMEMBERED

strength — cuna

weakness — ca0kicTh

obligation — 3a00B’s13aHHs

likewise- moxnibHO

to draw up — cknamaTu
arrangement — yroaa, 10MOBJIEHICTh
equally — omHakoBo

suitable — 3pyunwmii

attorney fee — mara agBokaTam
shipping— mocraBka, BaHTa)KEHHS
distribution- posmoin

to withdraw — Bunyvatu

to acquire — mpugdatu

to cause — cpU4UHATH

to suffer — 3a3uaBaru, cTpaxkaaru
huge — BennuesHwmii

to make up — ckiazaTH, BUHAXOJUTH
to dissolve — po3myckaTu

to get along — OyTH B rapHUX BiIHOCHHAX

VOCABULARY PRACTICE

Find in the text English equivalents for the following word
comblnatlons Write your own sentences usmg them.

I1apTHEPCTBO 3 HCOOMEKEHOIO BIAMOBIIAIBHICTIO; MAPTHEPCTBO 3
00OMEKEHOI0 BIIMOBINANBHICTIO; (iHAHCOBI 3a00B’SI3aHHSA; CTaTYT
TOBapUCTBA; JOMOBIICHICTh MK NapTHEpPAMH; BUMAaratu; OYiKyBaHi
NpUOYTKU; MOXIMBI 30MTKH; PO3MOAUIITH MaifHO; PO3MOILIATHCS
MK JCKUIBKOMA IapTHePaMH; CrelialbHi MOJATKY; 3aly4aTd (iHaH-
COBHH KarriTall, 0aHKiBCbKa MMO3MKA; OTPUMaHi HABUYKH; OyTH MOBHIiC-
TIO BIAMOBIAAJEHUM, OYyTH 3aJy4€HHUM; PO3MYCKAaTH NapTHEPCTBO,
OyTH B rapHUX BiJJHOCHHAX.
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Il. Give Ukrainian equivalents for the following word combi-
nations.

To be jointly owned; to share strengths and weaknesses; at least;
likewise; to draw up; although; to divide equally; attorney fee; indi-
vidual income tax; price for joining; specialized services; well-paying
firms; to cause; to suffer losses; the size of investment; to fail; debts
remain; to make up; conflict between partners; to leave the business.

COMPREHENSION CHECK

I. Now read the text again and answer the following questions.

1. What is a partnership?

2. What are two types of partnership?

3. How is a partnership organized?

4. What similar advantages do sole proprietorship and partnership
have?

5. What benefits does partnership have in comparison with sole
proprietorship?

6. What is the difference between general partnership and limited
partnership?

7. What conflicts may arise between partners and what do they can
lead to?

Il. Read texts A and B again and say if these statements are
true (T) or false (F).

1. At least two partners are needed to start a sole proprietorship.

2. A sole proprietor only requires the investment capital and
knowledge of local laws to start his or her business.

3. It is the sole proprietor alone who decides what to do to achieve
profits in his or her business.

4. Sole proprietorships are very inflexible.

5. It is to raise money for sole proprietorships and they grow
quickly.

6. Partners may be liable for all the debts of their business.

7. Partnerships do not need any legal documents in order to set up
a business.

8. Every partner can speak and act for the entire partnership.

9. In case of bankruptcy of a partnership, those partners who in-
vested less capital suffer more.

222



READING STRATEGIES

I. A. Read the text about self-employed people, partnerships
and limited liability and translate it into Ukrainian.

I’m a freelance graphic designer, a freelancer. That means I work
for myself — I’'m self-employed. To use the official term, I’'m a sole
trader.

Note: You usually describe people such as designers and journal-
ists as freelancers, and people such as builders and plumbers as self-
employed.

We have set up our own architecture partnership. There are no
shareholders in the organization apart from us, the partners. A lot of
professional people like lawyers, accountants and so on, work in part-
nerships.

I’m the managing director and main shareholder of a small elec-
tronics company in Scotland called Advanced Components Ltd. “Ltd”
means limited company. The other shareholders and | have limited
liability: we do not have to use our personal property, such as house or
car, to pay the company’s debts.

I’'m the chief executive of a British Company called Megaco PLC.
“PLC” means public limited company, so anybody can buy and sell
shares in Megano on the stock market.

I’'m CEO of Bigbucks Inc. “Inc” stands for Incorporated. This
shows that we are a corporation, a term used especially in the US for
companies with limited liability.

B. After reading the text, define the type of each organization.

1. A group of engineers who work together to provide consultancy
and design services. There are no outside shareholders.

2. A large British engineering company with 30000 employees. Its
shares are bought and sold on the stock market.

3. An American engineering company with outside shareholders.

4. An engineer who works by herself providing consultancy. She
works from home and visits clients in their offices.

5. An independent British engineering company with 20 employ-
ees. It was founded by three engineers, who are shareholders and
directors of the company. There are five other shareholders who do
not work for the company.

C. Complete the quotes (a-e) with the words from the box.

entrepreneur; family firm/business; freelance; multinational;
self-employed; state-owned
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1. The company | work for belongs to the country. People often
say that __ com-panies are badly-run, but we’re working hard to
make the company as efficient as we can.

2. What I like about working for a __ company is the chance to
work abroad. I spent two years in Germany, and now I’m back at our
head office in Japan.

3. 'm . 1had my own company for a while, but I didn’t enjoy
managing other people. So now | work __ doing projects for other
companies.

4. My grandfather started the company and now my father runs it.
I’'m studying management at a business college, and when I finish my
course I’'m going to join the

5. 1 like starting companles, but when everything is going well,
I sell them, move on and start another one. I’'m much better at being
an ___ than a manager.

TRANSLATION PRACTICE

Translate into English.

1. ITapTHepcTBO — Ie BUJ OpraHisauii Oi3Hecy, KM CILUIBHO BO-
JOJIE 1 Kepye AeKinbKa 0cio.

2. Y cBiTi 0i3Hecy iCHye ABa BHIM NMapTHEPCTBA — IOBHE HapT-
HEPCTBO Ta 0OMe-)KEeHE MapTHEPCTBO, SIKI BIAPI3HAIOTHCSA PIBHEM Bijl-
MOB1TAJTLHOCTI TAPTHEPIB, K1 BOJOIIOTH MiAMPUEMCTBOM.

3. CraryT mapTHepcTBa — II€ YIro/a, sika CKJIQJa€eThCs MapTHepa-
MU Oi3HeCy IJIs TOTO, 00 BU3HAYMTH (hiHAHCOBI 3a00B’sI3aHHS KOXK-
HOTO 3 NMapTHEPIB, a TAKOXK 5K OyIyTh pPO3MOAUIATHCA MaOyTHI IpuU-
OyTKHM Cy0’€KTa rOCIIOIaprOBaHHS.

4. TlepeBaramu mapTHEPCTBA € JIETKICTh B OpraHi3allii, CIpoiieHe
OMOJATKYBAHHS Ta JICTKICTh B YIPABIIIHHI.

5. Ha BigmiHy BiJ 0JJHOOCIOHOI BJIACHOCTI, MAPTHEPH MOXKYThH 3a-
ayyaTu Oinblne (DIHAHCOBUX pPECYpCiB Ta MarOTh OLblle€ HIAHCIB
OTpUMaTH 0aHKIBCHKY MO3HKY.

6. [lapTHepW 31aTHI 3aJIyYUTH TAJaHOBHUTUX MEHEIKEPIB Ta KBa-
Ti(iKOBAHUX CHEMIATICTIB, OCKUIBKYA BOHU MOXYTh 3alPOIIOHYBATH iM
BUCOKY 3apOOITHY ILIATYy.

7. OCHOBHHI1 HEJOJIIK IIOBHOTO MAPTHEPCTBA — L& HEOOMEKEHA
BINOBIJANIBHICTb, OCKLIKH KOKEH 3 IIaPTHEPIB HECE BIIOBIIaIbHICTH
3a OOpru MiANPHEMCTBA.
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SECTION I

PRONUNCIATION GUIDE

account /o 'kaont/ stockholder /'stokhavlda/
majority /mo’d3oriti/ eventually /1’ ventfu(9)li/
legal /'li:g(a)l/ issue /'1fu:/, /'1sju:/

sue /s(j)u:/ concern /kon'sa:n/
arrangement /o 'rem(d)3m(o)nt/ ease /i:z/

permission /pa mif(o)n/ revenue /‘revonju:/
headquarters /hed 'kwa:toz/ borrow /'borav/

charter /'tfa:to/ transfer /trans'fo:/

grant /gra:nt/ law /lo:/

address /o'dres/ double /'dab(e)l/
purpose /' pa:pas/ board /bo:d/

ownership /'avnafip/ subject /sab’dzekt/
shareholder /' feshouldo/ register /'redzisto/

I. Read the text to be ready to answer the questions given after
the text.

Corporations

Corporations account for only
one-fifth of the businesses in the
United States although they are
responsible for the majority of all
sales. A corporation is a form of
business organization recognized
by law as a separate legal entity = e
with all the rights of an individual. This status gives the corporation
the right to buy and sell property, to enter into legal contracts, and to
sue and be sued.

Forming a corporation

Unlike a sole proprietorship and partnership, a corporation is a
very formal and legal arrangement. People who want to incorporate,
must file for permission from the national government or the state
where the business will have its headquarters. If proved, a charter — a
government document that gives permission to create a corporation —
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is granted. The charter states the company’s name, address, purpose,
and other features of the business.

The charter also specifies the number of shares of stock, or owner-
ship certificates in the firm. These shares are sold to investors, called
shareholders or stockholders, who then own a part of the corporation.
The money gained from the sale of stock is used to set up the corpora-
tion. If the corporation is profitable, it may eventually issue a dividend —
a check that transfers a portion of the corporate earnings — to each
stockholder.

Advantages

The main advantage of a corporation is the ease of raising financial
capital. If the corporation needs more capital, it can sell additional
stock to investors. The revenue then can be used to finance or expand
operations. A corporation may also borrow money by issuing bonds.
A bond is a written promise to repay the amount borrowed at a later
date. The amount borrowed is known as the principle. While the mon-
ey is borrowed, the corporation pays interest, the price paid for the use
of another’s money.

A second advantage is that the corporation provides limited liabil-
ity for its owners. This means that the corporation itself, not its own-
ers, is fully responsible for obligations. To illustrate, suppose a corpo-
ration cannot pay all of its debts and goes out of business. Because of
limited liability, stockholder losses are limited to the money they in-
vested in stock. Even if other debts remain, stockholders are not re-
sponsible for them.

A third advantage of a corporation is that the directors of the cor-
poration can hire professional managers to run the firm. This means
that the owners, or stockholders, can own a portion of the corporation
without having to know much about the business itself.

Another advantage is unlimited life, meaning that the corpora-
tion continues to exist even when ownership changes. Because the
corporation is recognized as a separate legal entity, the name of the
company stays the same, and the corporation continues to do busi-
ness.

This leads to a fifth advantage, the ease of transferring ownership
of the corporation. If a shareholder no longer wants to be an owner, he
or she simply sells the stock to someone else who then becomes the
new owner. As a result, it is easier for the owner of a corporation to
find a new buyer than it is for the owner of a sole proprietorship or a
partnership.
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Disadvantages

Because the law recognizes the corporation as a separate legal enti-
ty, the corporation must keep detailed sales and expense records so
that it can pay taxes on its profits. This leads to the first disadvantage,
the double taxation of corporate profits. Double taxation means that
stockholder dividends are taxed twice. They are taxed the first time
when the corporation pays taxes on its profits. Then they are taxed the
second time when investors, as the owners of the corporation, report
their dividends as personal income.

Another disadvantage of the corporate structure is the difficulty
and expense of getting a charter. Depending on the state, attorney’s
fees and filing expenses can cost several thousand dollars.

A third disadvantage of the corporation is that the owners, or
shareholders, have little voice in how the business is run. Shareholders
vote for the board of directors, and the directors turn day-to-day oper-
ations over to a professional management team. The result is a separa-
tion of ownership and management.

Finally, the fourth disadvantage is that corporations are subject to
more government regulation than other forms of business. Corpora-
tions must register with the state in which they are charted. If a corpo-
ration wants to sell its stock to the public, it must register with the
federal Securities And Exchange Commission. It will also have to
provide financial information concerning sales and profits to the gen-
eral public on a regular basis.

WORDS AND PHRASES TO BE REMEMBERED

majority — OinbIricTh

separate — oxpemuii

legal entity — ropuaruna ocoba

10 sue — mopyuryBaTH Cy0BY CIIPaBy
unlike — nHa BigmiHy

permission— m103Bia

headquarters — mra6-kBaptrpa

to grant — HanmaBatu

ownership — BojomiHHS

share — akiis

shareholder (stockholder) — akmionep
to gain — orpumyBaTH, 3apo0IIsATH

1o set up — 3acHOBYBaTH
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eventually — 3perroro

to issue — BuImycKaTu

earnings — 3apo0iTok

to expand — posmmpsitu

to repay — BumnauyBaTH

bond — o6mirariis

principle — ocHoBHa cyma

interest — BincoTok

to remain — 3anumaTn

to transfer — nepenaBatu, IepeBOIUTH

double taxation — moxBiliHe onoAaTKyBaHHS

to vote — ronocyBaTtu

separation — BigOKpeMJICHHS

to be subject to — mignsraru

Securities and Exchange Commission — kowmicis mo po0oTi 3
LIHHUMHU nanepamu Ta GoHI0BIHM Oipiki

VOCABULARY PRACTICE

I. Find in the text English equivalents for the following word
combinations. Write your own sentences using them.

Oxpema ropuirIHa 0€00a; MPaBo KyIyBaTd Ta MpoJaBaTH MaiHO,
3aKIII0YATH IOPUAMYHI KOHTPAKTH, Ha BIIMIHY; FOJIOBHUH 0(ic; 03B
Ha CTBOPCHHS Kopnopauu cepTudikaTH BIACHOCTI; OTPHUMYBATH
rpouwn Bi MPOJaXy aKIiii; 3apoOITKH KOPIOpALil; pO3MIMpIOBATH
omepauii; BUIlycKaTd oOirauii; OCHOBHA CyMma; BIICOTOK; OOMexeHa
BIIMOBIAJIbHICTD; MPHITYCKATH; HAaMaTH NpPOQeciiHUX KEPIBHHKIB,;
JIETKICTh Tepeaadi BIACHOCTI; MOIBIiHE ONOJATKyBaHHSI; paja JUPEK-
TOpiB; KOMICisl 1O LIHHUM marepaM Ta (OHIOBIHM Oipki; HagaBaTh
¢biHaHCOBY 1H(pOpPMAILiIO.

Il. Give Ukrainian equivalents for the following word combi-
nations.

To account for; the majority of all sales; to sue and to be sued;
formal and legal arrangement; the charter; the number of shares;
shareholders; to set up the corporation; to issue a dividend; to borrow
money; to go out of business; to keep detailed sales and expense rec-
ords; corporate profits; to be taxed twice; personal income; the diffi-
culty and expense of getting a charter; to vote; day-to-day operations;
separation of ownership and management; finally; government regula-
tion; on a regular basis.

228



I11. A. Study different collocations with the adjective corporate:

Corporate culture Corporate headquarters
Corporate logo Corporate ladder
Corporate image Corporate profits

B. Correct the mistakes using collocations with the adjective
corporate:

1. Before we employ people, we like to put them in job situations
to see how they do the work and fit into the corporate ladder.

2. The company has built a grant corporate logo as a permanent
symbol of its power.

3. Our stylish new corporate culture shows our wish to be seen as
a more interna-tional airline.

4. The company is growing and corporate headquarters are rising.

5. The rules were introduced to protect women working in facto-
ries, but today they make it harder for women to climb the corporate
image.

6. Companies hit by computer crime are not talking about it
because they fear the publicity will harm their corporate profits.

IV. A. Study the word combinations with “enterprise”.

free private | enterprise | business activity owned by individuals, rather than the state

an atmosphere which encourages people to make money

culture through their own activities and not to rely on the

government an economy where there is an enterprise

enterprise | €CONOMY | & 11

part of a country where business is encouraged because

ZON€ | there are fewer laws, low taxes, etc.

B. Use expressions from the tables to complete this text.

Margaret Thatcher often talked about the benefits of
or . She said that the achievement was to establish an ___
in Britain, an economy where people were encouraged to start their
own companies and where it was acceptable to get rich through busi-
ness: an

In some areas the government reduced the number of laws and
regulations to en-courage businesses to move there. Businesses were
encouraged to set up in the London Docklands, for example. The
Docklands werean
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COMPREHENSION CHECK

I. Now read the text again and answer the following questions.
1. What form of business is a corporation?
2. What does the status of being a separate legal entity give the
corporation?
What is the procedure of setting up a corporation?
What is a charter and what does it state?
What are stocks?
Who are shareholders?
What happens when a corporation is profitable?
How can a corporation raise additional capital?
Why does the corporation have limited liability?
10. Who manages the corporation?
11. Why is it easier for the owner of a corporation to find a new
buyer than it is for the owner of a sole proprietorship or partnership?
12. What is double taxation?
13. Why is ownership separated from management in a corporation?
14. Where are corporations registered?

CoNo AW

V. Read text C again and say if these statement are true (T) or

false (F).

1. A corporation is the easiest to start of all forms of businesses.

2. A corporation is owned by stockholders, and run by executives
who may or may not be stockholders.

3. A corporation is dissolved after the death of its founder or
partner.

4. Corporations pay income taxes only.

5. Shares are certificates of ownership indicating that a definite
amount of money has been borrowed.

6. Corporation has more freedom of operation than a sole proprie-
torship or part-nership does.

7. Corporation has the financial power to research, develop, and
produce new goods.

V1. Complete the table.

Advantages Disadvantages

Sole Proprietorship

Partnership

Corporation
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TRANSLATION PRACTICE

Translate into English.

1. Kopnoparisi — 1e okpema opuaudHa ocoba, siKka Mae MpaBo
KyIyBaTH Ta NpPO-JaBaTH BIIACHICTh, BCTYNATH B KOHTPAKTHI yToOnW,
MOPYIIyBaTH CY/IOBY CIIPaBYy.

2. CtBOpeHHs. Kopriopauii Bumarae 6arato 3yCuilb, KOLITIB Ta Ya-
CY, OCKUIbKH HEOOXIJHO 3BEpPTATHCS 3a [O3BOJIOM JO Ypsiiy, sIKHil B
CBOIO YePry BHJA€ Leii 03B — CTaTyT KOPIIOpALii, B SIKOMY 3a3Ha-
YeHi Ha3Ba, ajpeca, MeTa Ta BUJI AISUTBHOCTI JaHOI KOpIopaii.

3. Akiionepu — 0coOu, sIKi BOJIOJIIOTh KOPIOPAI€l0, KYMyIOTh
aKIlii, a KOITH BUKOPHCTOBYIOTHCS OpraHizallii Oi3Hecy 4u Mmojalib-
LIOr0 MOro po3MIMpPEHHs.

4. SIxkmio xoproparllisi MpUOYTKOBA, aKI[IOHEPH OTPUMYIOTh TUCH-
JICHTH, 110 SIBJISIFOTH COOOI0 YaCTHHY 3apOOITKY KOPIOpaLii.

5. Kopropatist, sk i Oyab-sika 1HIIA MiAIPHEMHHIPKA Opraisaris,
Mae K [IepeBar, TaK i HeIOMIKK OpraHizallii Ta BeAeHHs Oi3HeCy.

6. OcHoBa mepeBara KOpmoparii — Ie¢ 0OMeKeHa BIANOBILAlIb-
HICTb ii BIACHUKIB — AKIIOHEPIB, OCKIIBKM iX 30WTKH Y BHIIAJKY
OaHKPYTCTBa KOPIOpalii 0OMeXeH] JIUIIe TUM, 1[0 BOHH 1HBECTYBaJIH
y Oi3Hec.

7. Ha BiaMiHy Bit OAHOOCIOHOI BIACHOCTI Ta IAPTHEPCTBA, KOPIIO-
pariisi Mae He 0OMEXEHHIA TePMiH ICHYBaHHSI, OCKUIBKH JIIi€ K OKpeMa
opunYHa oco0a.

8. OCHOBHUM HEJIOJIIKOM KOpIiopaiiii € Te, mo (GopMyBaHHS JaHO-
ro Buay 0i3HeCy BUMarae gayxe 0arato KOIITiB.

9. Kopnopame}o Kepye pajia IMPEeKTOpiB, siKa 0OUPaeThCs aKuio-
HEpaMH, B TOIf 4ac AK caMi aKIIOHEPH HE NPUIAMAIOTh Y4acTi y BE/ICH-
Hi IIOJICHHHUX CIIPaB KOPIOpAIlii, THM CaMUM BiJIOKPEMIIIOIOYH BOJIO-
TiHHS 013HECOM BiJ] HOTO KEpyBaHHSI.

READING STRATEGIES
Activity 1

A. Read the text and translate it into Ukrainian.

Most businesses use scarce resources to produce goods and ser-
vices in hopes of earning a profit for their owners. Other organizations
operate on a “not-for-profit” basis. A nonprofit organizations works in
a business like way to promote the collective interests of its members
rather than to seek financial gain for its owners.

The American Red Cross is one example of a nonprofit, it relies on
volunteers for much of its work. In this way, nonprofits and other
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community and civil organizations can perform useful services with
minimal expense and without regard to earning a profit.

Community Organizations

Community organizations include schools, churches, hospitals,
welfare groups, and adoption agencies. Many of these organizations
are legally incorporated to take advantage of limited life and limited
liability. They are similar to profit-seeking businesses but do not issue
stock, pay dividends, or pay income taxes. If their activities produce
revenues in excess of expenses, they use the surplus to further their
work.

Cooperatives

A common type of nonprofit organization is the cooperative, or co-
op. A cooperative is a voluntary association formed to carry on some
kind of economic activity that will benefit its members. Cooperatives
fall into three major categories: consumer, service, and producer.

The consumer cooperative is a voluntary association that buys bulk
amounts of goods such as food or clothing on behalf of its members.
Members usually help keep the cost of the operation down by devot-
ing several hours a week or month to the operation. If successful, the
co-op is able to offer its members products at prices lower that those
charged by regular business.

A service cooperative provides services such as insurance, credit,
or child care to its members, rather than goods. One example is a
credit union, a financial organization that accepts deposits from, and
makes loans to, employees of a particular company or government
agency.

Like consumers, producers also can have co-ops. A producer co-
operative helps members promote or sell their products. In the USA
most cooperatives of this kind are made of farmers. The co-op helps
the farmers sell their crops directly to central markets or to companies
that use the members’ products.

Some nonprofit organizations are formed to promote the interests
of workers and consumers.

Labour Unions

One important economic institution is the labour union, an organi-
zation of workers formed to represent its members’ interests in vari-
ous employment matters. The union participates in collective bargain-
ing when it negotiates with management over issues such as pay,
working hours, health care coverage, vacations, and other job-related
matters. Unions also lobby for laws that will benefit and protect their
workers.
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Professional Associations

Some workers belong to professional associations, trade associa-
tions, or academies. Such a professional association consists of people
in a specialized occupation interested in improving the working condi-
tions, skill levels, and public perceptions of the profession.

Business Associations

Business associations are also organized to promote their collec-
tive interests. Most communities have a local chamber of commerce,
an organization that promotes the welfare of its member businesses.
The typical chamber sponsors activities ranging from educational
programs to lobbying for favorable business legislation.

Industry or trade associations represent specific kinds of business-
es. Trade associations are interested in shaping the government’s poli-
cy on such economic issues as free enterprise, imports and tariffs, the
minimum wage, and new construction.

Some business associations help protect the consumer. The Better
Business Bureau is a nonprofit organization sponsored by local busi-
nesses. It provides general information on companies, maintains rec-
ords of consumer inquiries and complains, and offers consumer edu-
cation programs.

B. Using the information given in the text describe different
types of nonprofit organizations.

C. Compare and contrast the purposes of the following non-
profits: American Red Cross, American Medical Association, and
Teachers’ Credit Union.

D. What motivates people to join professional associations and
unions?

E. Discuss the difference between nonprofit and other forms of
business organizations..

Activity 2

A. Read the text about nonprofit organizations and translate it
into Ukrainian.

Organizations with “social” aims such as helping those who are
sick or poor, or encouraging artistic activity, are nonprofit organiza-
tions. They are also called charities, and form the voluntary sector, as
they rely heavily on volunteers (unpaid workers). They are usually
managed by paid professionals, and they put a lot of effort into fund-
raising, getting people to donate money to the organization in the form
of donations.
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B. Match the sentence beginnings (1-5) to the correct endings
(a-e).

1. US companies donate around $500

a. with loss-making companies million a year to charities

b. in cash and, increasingly

2. She organized fund-raising as goods, services and time.

3. Voluntary sector employees earn five to

c. parties for the charity. ten per cent

d. when they are helping

4. Nonprofit organizations are not to be people in their own social
confused class

5. Research shows that volunteers give the

e. less than they would in they best service would in the private
sector.

Activity 3

Look at the sentences below and the profiles of five interna-
tional executives. Who do the sentences refer to? For each sen-
tence 1-8 mark one letter A, B, C, D or E. You will need to use
some of the letters more than once.

1. He has cut operating costs by reducing the number of senior
staff.

2. He does not enjoy making presentations and speeches.

3. He started his career working for a television station.

4. He improved the company’s financial position by selling off
assets.

5. He is expanding the company with a series of takeovers.

6. He is famous for his imagination and tough business strategies.

7. He has been with the same employer all his working life.

8. He has worked in a variety of different industries.

A. Lord Wootten, Chairman, Unimarket

Lord Wootten has recently returned to Unimarket, the large retail
food chain, after a 20-year absence. Whilst away, he held a variety of
posts in the Conservative Party including that of Chief of Staff to the
British Prime Minister for six years, where his skills as an effective
public speaker won him great respect. He then returned to the industry
as one of the two architects behind the dramatic revival of the Remco
supermarket chain. His comprehensive and varied experience of the
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retail food sector will make a huge impact on Unimarket and he has
already embarked on an ambitious policy of major acquisitions.

B. Steven Waugh, Chief Executive Officer, DigiCom

Steven Waugh, the driving force behind DigiCom for over
25 years, retires this year. Known for his quick decision-making, he is
seen as one of the most outspoken and ruthless operators in the world
of business. These qualities have often made life difficult for Digi-
Com competitors, who have regularly been faced with bitter price
wars and innovative promotional campaigns, often masterminded by
the CEO himself. Born in Queensland, Waugh first cut his teeth on
Australia’s Channel 9 before entering broadcasting in Britain. Never a
great believer in political correctness, he is famous for spending his
time abroad his luxury cruiser indulging in gourmet food and cham-
pagne.

C. Mark Boucher, Chairman, Gladstone

Mark Boucher, 53, chairs Gladstone, the base-metals group recent-
ly demerged from Corgen of South Africa and floated in Amsterdam.
Since the breakaway, Gladstone’s operating profit has grown to $92m,
even though experts have described the company as overstaffed and
inefficient. Boucher is a reserved man who is reluctant to address
large meetings but reveals, when pressed, a dry sense of humour. He
has had an unusual career path, including a spell working for the
North American Space Agency, followed by a stint running a satellite
TV station.

D. Erik Johanssen, Chief Executive, MorgenReynolds

MorgenReynolds’ CEO Erik Johanssen admits to crying occasion-
ally and says he is not the tough hard-nosed businessman that people
expect when they meet him. He is, however, universally regarded as a
shrewd politician within the industry. A self-styled company man, the
chain-smoking 55 year-old Johanssen has been with Morgen for over
20 years. Since Morgen took over the innovative but under-perfor-
ming Reynolds, Johanssen has streamlined the business radically,
axing half of Reynolds’ top managers. Johanssen lives modestly in
Stockholm and travels to work by underground.

E. Joe Anderson, Chief Executive, Dayton International Hotels
Joe Anderson joined the imaginative Seattle-based Foyles restau-
rant chain after graduating in 1963. He worked his way up through the
ranks, performing a variety of different roles, eventually becoming the
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Managing Director in 1976 and joining the parent company’s execu-
tive board in 1980. In 1994 he became CEO and President of the
group’s Dayton International Hotels division. Anderson has focused
on Dayton’s core restaurant and hotel activities and reduced the
group’s debts by disposing of several properties and a chain of beauty
salons. The next project is likely to be the search for strategic allianc-
es with major European hotel chains.

Activity 4

Two articles have been mixed up. Which paragraphs make up
each article? (The paragraphs are in the correct order — Article 1
contains four paragraphs — the first is a. Article 2 contains four
paragraphs — the firstis b.)

a

Article 1: Corporate safe guards go back to the board

A large majority of top executives in Britain have given the
thumbs down to proposals designed to strengthen the role of non-
executive directors in the boardroom. A survey by the Confederation
of British Industry showed that 82% of FTSE100 chairmen feel that
their role would be undermined by proposals contained in the Higgs
report released in January.

b

Article 2: Rewards for failure are too high, says Lord Mayor

The City needs to tighten up its standards of corporate governance
to restore public and investor confidence, according to the Lord
Mayor of London, Gavyn Arthur. It was unacceptable for failure to be
almost as well rewarded as success and for executives to take deci-
sions designed to trigger short-term share options rather than act in the
long-term interests of the company.

c

“ We have an ethos where the long-term stability of the company
is what matters most; where it is bad form and seen to be bad form to
be taking actions to generate short-term benefits and share options.”
Mr Arthur is expected to use a keynote speech at a dinner to be at-
tended by Trade and Industry secretary Patricia Hewitt this month to
highlight the need to bolster credibility.
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d

The report from Derek Higgs, a former investment banker, called
for an enhanced role for non-executive directors, as part of a stream of
proposals designed to prevent an Enron-type scandal in the UK. Spe-
cifically, the Higgs report called for an independent non-executive
director to chair the nominations committee, which nominates people
to join the board, splitting the functions of chairman and chief execu-
tive, and the ap-pointment of a senior independent director to liaise
with shareholders.

e

Ms Hewitt has already announced a review on the issue of rewards
for failure. However, last month Labour blocked an attempt by Tory
MP and former Asda boss Archie Norman to change the Companies
Act to allow directors to challenge executive payoffs.

f

But in the CBI survey, most chairmen believed that the Higgs pro-
posals would undermine their position and lead to divided boards and
therefore hamper the way they run their businesses. :What the chairmen
are saying is that they need to have unified boards, especially in difficult
economic times,” said Digby Jones, the CBI direc-tor-general.

g

Chairmen of the FTSE-100 companies can also argue that corpo-
rate governance in the UK already meets high standards, building on
past milestones such as the 1992 report by Sir Adrian Cadbury in
1992 and Sir Ronald Hampel in 1998. Be that as it may, Enron and
WorldCom changed the corporate landscape. Those mammoth scan-
dals led to major reforms in the US, notably the Sarbanes-Oxley law,
which had the creation of an accountancy oversight board as its cen-
terpiece. Once the US started overhauling corporate governance prac-
tices, the rest of the world was forced to go some way to meeting
these new best practices.

h

Mr Arthur argues that the current situation cannot be allowed to
persist. “I can’t bear to see failure being almost as well rewarded as
success. It is morally wrong for those who have destroyed their com-
pany to walk away with an obscenely large payout. It does a disser-
vice to investors and to public confidence.”
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SPEAKING STRATEGIES

I. Ask questions to which the following sentences may be an-
SWers.

1. ?

The difference between a public corporation and a privately owned
corporation is in the procedure of selling shares. Only the shares of a
public corporation are sold freely at the stock exchange.

2. ?

A partnership can have up to 20 partners.

3. ?
Stockholders are people who own stock in a company.

4. ?

The stock exchange is a place where shares are sold and bought.
5. ?

My friend Mary owns a hotel, she is a sole proprietor.

6 ?

Sétting up a corporation begins with issuing stocks and organizing
subscriptions.

7. ?

Corporation can raise the greatest amount of capital because an
unlimited number of shares can be sold.

8. ?
Managers or executives run the corporation.

9. ?
They are not necessarily stockholders, but may be just employed
by the corporation.

10. ?
Greater influence belongs to stockholders who have more shares
because they have more votes at the annual stockholders’ meetings.

I1. Assignments for discussion.Linking words given below can
be helpful to you.

a). What forms of business do you know about in your home city?
Give examples.
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b). Choose any business in your home city that you know about. Dis-
cuss it with your partners (in groups of three or four students). What ad-
vantages do you see in that form of business? What are the disadvantages,
if any? Decide which of those businesses seem to you and your partner to
be the most successful and profitable. Report this to the class.

c). If you decide to go into business, would you choose:

i) to open your own business as a single proprietor?

i) to form a partnership?

Give reasons to your decision.

d) Would you risk starting a corporation if you had an opportuni-
ty? If so, what kind of corporation would you like to start? Give your
reasons. If not, why not? Give your reasons.

I11. Role-play.

Student A Student B

You are a business consultant. A man has

You have come to a business come to your office for recommendations.

consultant for recommendations. | 1€ Wants to open his own restaurant.

A h Itant’ . Ask him all the questions you need to ask:
nswer the consultant’s questions | jnyestment capital, location of the planned

restaurant, kinds of food to be served,

and discuss his/her recommendations | opportunities for

with him/her. advertising, etc. Then give him your

recommendations.

USEFUL ENGLISH

Linking words and phrases

They can be used to develop coherence ([kou’hr ar(o)ns] 38’5130k;
noctimoBHicTs) Within a paragraph, that is linking one idea / argument
to another. Remember them and keep as a reference of useful linking
words and phrases.

Sequence Result Emphasis

First / firstly, second / sec- So Undoubtedly

ondly, third / thirdly etc.  As a result Indeed

Next, last, finally As aconse-  Obviously

In addition, moreover quence (of)  Generally

Further / furthermore Therefore In fact

Another Thus Particularly / in particular
Also Consequently Especially

In conclusion Hence Clearly

To summarise Due to Importantly
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Addition Reason Example

And For For example
In addition / additionally ~ Because For instance
Furthermore Since That is (i.e.)
Also As Such as

Too Because of  Including
As well as Namely

WRITING STRATEGIES

I. Write a brief summary of Texts A, B and C.

I1. Assume that you and a friend want to start a partnership to
run your own business, such as a music store. Draw up one-page
articles of partnership that outline how you will address financial
issues of the partnership.

I11. Identify a nonprofit organization in your community. Dis-
cuss with an official or volunteer of the organization how the loss
of nonprofit status would affect its activities and services. Write at
least 150 words about your findings.

SELF-ASSESSMENT QUESTIONS
I. Choose the correct variant:

1. There are essentially ... basic ways to set up a privately owned en-
terprise.

a. two b. three c. four

2. A... is an unincorporated business that is owned and operated
by one person called

a. a sole proprietor b. a sole trader.
a. sole proprietorship b. partnership c. corporation

3.A ... is an association of two or more persons, who act as co-
owners of an unincorporated business and operate it for profit.

a. sole proprietorship b. partnership C. corporation

4.A corporation is a business that is authorized by law as a separate
legal entity with its own powers, responsibilities, and obligations.

a. sole proprietorship b. partnership C. corporation

5. A ... receives all the company’s profits and takes complete
managerial control.

a. a sole proprietor b. partner c. stockholder
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6. Preferential tax treatment means that any ... earned from the
firm is considered a sole proprietor’s income.

a. income b. revenue c. profit

7. ... liability means that a sole proprietor assumes the burden of
any losses or liabilities the enterprise faces.

a. unlimited b. limited c. absence of

8. The way a ... is established, run and taxed often makes it the
most attractive form of business.

a. sole proprietorship b. partnership C. corporation

9. Unlimited liability means that partners have to use their person-
al assets to pay off all the company’s ... .

a. losses b. failures c. debts

10. The essential feature of a corporation is its legal ... from its
owners.

a. independence b. dependence c. interdependence

11. Limited liability means that shareholders are not ... for the
debts of a company.

a. dependent b. liable c. independent

12. Obtaining a ... charter require higher start-up capital and the
services of a lawyer.

a. state b. local C. government

13. Corporation is subject to ... taxation.
a. double b. single c. sole

14. The shareholders have a corporation’s ... meeting to elect a
board of directors whose job is to make general business decisions.

a. monthly b. semi-annual c. annual

15. To start a partnership it’s necessary to draw up a partnership ...
stating the terms of the partnership, the rules of how to manage it,
each partners’ personal rights and liabilities.

a. agreement b. contract ¢. document
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ANNEX'|
DESCRIBING GRAPHS

Study the following information to be able to read any graph, ta-
bles and charts/diagrams. Find the Ukrainian equivalents for the
highlighted words.

Graphs are used in two ways:

1. to present an economic model or theory which focus on hypo-
thetical relationships

2. to present real world data visually. Actually, these two ways of
using graphs are related. They are both ways of presenting visually the
between two things.

Graphs are built around a number line, or axis (axes, pl.). Axes are
called vertical and horizontal. We can plot the information on two axes.
When we connect two points we have a line. Even if the line is straight,
economists call any such line drawn on a graph a curve. A curve can be
a linear curve, a downward curve, a nonlinear curve.

Economists use the following graphs in presenting actual econom-
ic data:

Burrpsn Paiereat atectaon, 350039

L]
%

4%

A pie chart (or acircle chart) is a circular statistical graphic,
which is divided into slices to illustrate numerical proportion. In a pie
chart, the arc length of each slice is proportional to the quantity it
represents.

A flow chart is a visual representation of the sequence of steps
and decisions needed to perform a process. Each step in the sequence
is noted within a diagram shape. Steps are linked by connecting lines
and directional arrows. This allows anyone to view the flowchart and
logically follow the process from beginning to end.
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A Basic Flowchart
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A bar chart or bar graph is a chart that uses either horizontal or
vertical bars to show comparisons among categories. One axis of the
chart shows the specific categories being compared, and the other axis
represents a discrete value. Some bar graphs present bars clustered in
groups of more than one.

A vertical bar chart is sometimes called a column bar chart.
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Amount spent on consumer goods
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A line graph (also known as line chart) is a graphical
presentation of data that changes over time. It uses line segments to
connect data points and shows changes in data.

Monthly Average Temperature
Source: WorldClimate.caom
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Look at these words and phrases which will help you describe
trends.
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arise afall apeak |afluctuation |a period |a plateau***
an increase |adrop avariation | of stability | (plateaux pl.)
asurge* a decline a dip**

a growth

to rise to fall to peak | to fluctuation | to stabilise | to plateau

to increase | to drop to vary

to surge to decline

to growth to dip

sharp(ly) steady |relative |considera- |the second |slight(ly) |gradual
dramatic(ally) |(ily) | (ly) ble (ably) |highest gentle(ly) |(ly)
significant(ly) the third | a little

lowest

* A surge is a sudden large increase in something that has previously been
steady, or has only increased or developed slowly.

** A dip is a brief downward slope followed by an upward one the big hedge at
the bottom of the dip

***A plateau is a state of little or no change following a period of activity or
progress

Exercise 1. Use the nouns and adjectives from the table to help
you describe the trends in line graphs 2-6.

a sharp fall 2. 3.
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Exercise 2. Describe each trend again, this time using the verbs
and adverbs from exercise 1, e.g. It falls sharply.

Exercise 3. There are many ways to say things go up, go down, or
don't move much at all. Look at the verbs below and put them with the
correct heading. One of the words doesn't fit any of the headings.
Which word is it?

decline decrease fall fluctuate grow
increase remain rise stabilise

steady
goup A~ don't move « =—— godown s

Exercise 4. Look at graphs below. Complete the sentences with
the correct form of the verbs in the box.

decline | fall | fluctuate remain steady | rise | stabilise

A. Inflation is
15
glo
= I 1 =
0 = —

2001 2003 2005 2007 2009 2011
Year

B. Retail prices are

100
80
60
40
20

2001 2003 2005 2007 2009 2011
Year
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D. Unemployment is
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E. Consumer spending is

Precent

New construction is
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2010 2011
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Year
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Exercise 5.Classify the verbs in the box according to whether
they mean RISE (R) or FALL (F). Consult a good dictionary, if

necessary.
advance be firm be strong be weak
dip drift drop ease
jump leap plummet plunge
rally rebound recover revive
rocket sink slip slump
tumble

Four of these verbs — all in one line of the box — mean to rise
after previously falling. Which are they?
Describing trends 1
A. Look at the news stories. Underline the verbs that tell you
how the indicators moved: up or down. Mark them with an arrow
showing the direction up (1) or down ().
a. German unemployment rate falls slightly as the economy con-
tinues to create new jobs. Exports, especially of machinery, rise dra-
matically as world demand remains strong.
b. Bank of England warns an inflation increase sharply to 3.4%.
House owners suffer more pain — a mortgage rates go up 0,5%

from4.5% to 5%.

c. Oil prices decrease as demand from China goes down sharply.
d. US house prices continue to fall steadily as the number of new
homes constructed drops steeply and firms lay off workers.

B. Now complete the table with the verbs you underlined.

to increase

to decrease

C. When we describe a change, we can be more precise by put-
ting an adverb after the verb. Find these adverbs in the headlines:
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slightly, steadily, sharply, steeply, dramatically. Which of the
adverbs describe:

a) a big change?

b) asmall change?

c) acontinuous change over time?

Describing trends 2

A. Read the extract below and underline the verbs and phrases
that describe key trends. There are eight verbs and phrases in all.

Over the last month oil prices have fluctuated wildly between $95
and $123. Prices rocketed at the beginning of the month and they
reached a new peak of $123. But, with fears of an economic slow-
down, the price subsequently plunged and hit a low of $95 last Thurs-
day. They levelled off at the beginning of this week at $108 and have
now recovered to $115. But oil analysts expect they will surge to new
highs over the next 2 months.

B. Now put the verbs and phrases you found in 1 into the
graph below, which shows changes in the price of gold.

Gold Price Movements
12

10

Price

Month
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C. Read the model description of thechart showing the change in
Gross Domestic Product in the UKfrom 1992 to 2000.

Gross Domestic Product in the UK

Gross Domestic Product From IT and Service Industry of the UK {as a % of
GIDP)

1992 1994 1996 19% 2000

| T inaustry @Sendcenausiry |

Model Answer The bar chart illustrates the gross domestic product
generated from the IT and Service Industry in the UK from 1992 to
2000. It is measured in percentages. Overall, it can be seen that both
increased as a percentage of GDP, but IT remained at a higher rate
throughout this time.

At the beginning of the period, in 1992, the Service Industry ac-
counted for 4 per cent of GDP, whereas IT exceeded this, at just over
6 per cent. Over the next four years, the levels became more similar,
with both components standing between 6 and just over 8 per cent. IT
was still higher overall, though it dropped slightly from 1994 to 1996.
However, over the following four years, the patterns of the two com-
ponents were noticeably different. The percentage of GDP from IT
increased quite sharply to 12 in 1998 and then nearly 15 in 2000,
while the Service Industry stayed nearly the same, increasing to only
8 per cent.

At the end of the period, the percentage of GDP from IT was
almost twice that of the Service Industry.
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D. Using the graph below and useful expressions, give a mini
presentation to your partner on the movements of crude oil pric-
es, 1988-2006.

Crude Oil Price

Monthly average price USS/BBL

88 89 90 91 92 93 94 95 96 97 98 99 100 101 102 103 104 105 106

E. Write a short description of the Figures below.
Figure 1: Demand for Gasoline

$2.50
S2.00

$1.50

Price per Liter

$1.00

$0.50
30 50 7° 90 no 130 150
Liters Purchased per Week per Person
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Figure 2: Demand Shifts
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Figure 2: Types of Vehicles Produced Worldwide

Types of Yenicles Produced Weosldwide
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USEFUL ENGLISH

Commenting diagrams

Let’s have a look at this graph / diagram ...
The horizontal / vertical axis represents ...
Production is indicated by a red line ...
This solid line gives us ...

The broken line shows ...

The dotted line illustrates ...

This curve here indicates ...

With this pie chart I’d like to show you ...
The shaded section represents ...

Upward trend

The number of ... has grown / gone up / risen / increased / climbed.
Prices have jumpedsince ...

There has been an enormous boom / upturn.

Market has picked up / recovered again.

Sales reached a peak in 2012. It reached an all-time high.
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Downward trend

Profits have declined / gone down / dropped / decreased / fallen.
Sales have slumped / plummeted.

We could almost speak of a recession.

There has been an enormous down turn in production.

Prices bottomed out. We reached an all-time low.

Continuing trend

Our sales figures have remained stable / steady.
Prices have been stable / unchanged for several years.
Profits held firm for two years.

Contrast and comparison

If we compare these figures, we see that ...
Compared with last year, sales have increased by 5%.
Although we invested a lot, sales figures fell.
Investment increased whereas sales dropped.

The higher the costs, the higher the price.

Investment was not as high as last year.

Despite the recession we managed to expand.

Adverbs of change

Barely, slightly

Gradually / slowly but steadily

Substantially, markedly, significantly, considerably
Unexpectedly, surprisingly

Suddenly, abruptly

Dramatically, sharply
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ANNEX 11

Look at the following Latin words. They may be helpful to you

e.g.
i.e.
etc.
viz.

c

v

et al
per se
qua
vice versa
ad hoc
VS

via

per capita
ceteris paribus
ad valorem

exempli gratia
id est

et cetera

vide licet
circa

vide

et ali

Versus
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while studying texts on Economics and Business.

for example

that is

and so on

namely

about, around (time)
see

and others

in itself

as

the reverse

for this particular purpose
opposed

1. through

2. with the help of
per head

other things equal
according to the value



ANNEX 111
Glossary of economic terms

Ability-to-Pay Principle — The belief that people should be taxed
according to their ability to pay, regardless of the benefits they re-
ceive. The U.S. individual income tax is based on this principle.

Aggregate Demand (AD) — A schedule (or graph) that shows the
value of output (real GDP) that would be demanded at different price
levels.

Aggregate Supply (AS) — A schedule (or graph) that shows the
value of output (real GDP) that would be produced at different price
levels. In the long run, the schedule shows a constant level of real
GDP at all price levels, determined by the economy's productive ca-
pacity at full employment. In the short run, the aggregate supply
schedule may show different levels of real GDP as the price level
changes.

Allowance — A sum of money paid regularly to a person, often by
a parent to a child; sometimes paid in compensation for services ren-
dered.

Asset Something of monetary value owned by an individual or an
organization..

Automated Teller Machine (ATM)

A machine that provides cash and performs banking services (for
deposits and transfers of funds between accounts, for example) auto-
matically when accessed by customers using plastic cards coded with
personal identification numbers (PINSs).

Average Cost Total cost (TC) divided by the amount produced.

Average tax rate (or ratio) The percentage of overall income that
is paid in taxes.

Average Variable Cost (AVC) Total variable costs divided by the
quantity produced.

Balance of Payments The record of all transactions (in goods,
services, physical and financial assets) between individuals, firms and
governments of one country with those in all other countries in a giv-
en year, expressed in monetary terms.

Balance of Payments Deficit An imbalance in a nation's balance
of payments where more currency is flowing out of the country than is
flowing in. This unequal flow of currency is considered unfavorable
and can lead to a loss of foreign currency reserves.
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Bank A financial institution that provides various products and
services to its customers, including checking and savings accounts,
loans and currency exchange.

Bank Service Charges Fees paid by bank customers for financial
services, for example, check-cashing fees, fees for overdrafts from
accounts, fees for using the ATMs of other banks and fees for using
bank-issued credit cards.

Bank Statement A monthly summary providing the status of a
depositor's financial accounts (checking and/or savings).

Banking The industry involved with conducting financial transac-
tions. Also, conducting business with a bank, e.g., maintaining a
checking or savings account or obtaining a loan.

Barter Trading a good or service directly for another good or ser-
vice, without using money or credit.

~ Benefit Monetary or non-monetary gain received because of an ac-
tion taken or a decision made.

Benefits-Received Principle The belief that people should be
taxed according to the benefits they receive from the good or service
the tax supports. The gasoline tax is an example..

Business Any activity or organization that produces or exchanges
goods or services for a profit.

Businesses and Households

Two sectors of the circular flow. Businesses hire resources from
households; the payments for these resources represent household
income. Households spend their income for goods and services pro-
duced by the businesses; household spending represents revenue for
businesses.

Central Banking System

A nation's central bank that is established to regulate the money
supply and oversee the nation's banks. In the United States the Federal
Reserve is the central bank.

Certificate of Deposit (CD)

A certificate issued by a bank to a person depositing money in an ac-
count for a specified period of time (often six months, one year or two
years). A penalty is charged for early withdrawal from CD accounts.

Characteristics of Money

The major characteristics of money are portability, uniformity, du-
rability, stability in value and acceptance.
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Characteristics of Money

Characteristics of money include it being durable (both physically
and socially), divisible (money can be divided into increments appro-
priate for the cost of an item), transportable (literally meaning that
money must be easy to move), and the ability to regulate the amount
of money in a market by making it uncounterfeitable.

Coins Government-issued pieces of metal that have value and are
used as money.

Competition Attempts by two or more individuals or organizations to
acquire the same goods, services, or productive and financial resources.
Consumers compete with other consumers for goods and services. Pro-
ducers compete with other producers for sales to consumers.

Complementary Goods and Services Goods and/or services that
are typically used together, such as hamburger and hamburger buns,
or tennis rackets and tennis lessons.

Complements Goods and/or services that are often consumed to-
gether; e.g., left and right socks, or tennis rackets and tennis lessons.

Consumer Price Index (CPI)

A price index that measures the cost of a fixed basket of consumer
goods and services and compares the cost of this basket in one time
period with its cost in some base period. Changes in the CPI are used
to measure inflation.

Consumer Surplus
The difference between the price a consumer would be willing to pay
for a good or service and the price that consumer actually has to pay.

Corporation
A legal entity owned by shareholders whose liability for the firm's
losses is limited to the value of the stock they own.

Cost-Push Inflation
Inflation caused by rising costs of production.

Credit Union

A nonprofit financial institution owned by its members; offers var-
ious financial services including accounts and loans; regulated by the
National Credit Union Association (NCUA).

Cross-Price Elasticity of Demand

The percentage change in the quantity demanded for one good di-
vided by the percentage change in the price of a related good, every-
thing else held constant. It measures the degree to which goods are
substitutes or complements. When the cross-price elasticity of demand
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is positive, the goods are substitutes; when the cross-price elasticity of
demand is negative, the goods are complements.

Currency o
The money in circulation in any country.

Currency Devaluation

When a government adjusts the value of the nation's currency so
that it buys less of foreign currencies than before.

D

Deadweight Loss

The loss of consumer and producer surpluses resulting from a tax.

Definition of Money
A medium of exchange which can be conveniently circulated and
is seen as an effective form of currency.

Deflation
A sustained decrease in the average price level of all the goods and
services produced in the economy.

Demand
The quantity of a good or service that buyers are willing and able
to buy at all possible prices during a period of time.

Demand-Pull Inflation
Inflation caused by increasing demand for output or "too much
money chasing too few goods."

Depreciation
A reduction in the value of capital goods over time due to their use
in production.

Depreciation of a currency.

A decrease in the international value of a currency relative to other
international currencies.

Depreciation of Currency

A decline in the price of one currency relative to another.

Derived Demand
Demand resulting from what a good or service can produce, not
demand for the good or service itself.

Determinants of Demand

Factors other than the price of a good or service that change (shift)
the demand schedule, causing consumers to buy more or less at every
price. Factors include income, number of consumers, preferences and
prices of related goods.
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Determinants of Supply

Factors other than the price of a good or service that change (shift)
the supply schedule, causing producers to supply more or less at every
price. Factors include number of producers, production costs, and
technology and productivity.

Diminishing Marginal Utility

A widely observed relationship in which the additional satisfaction
(marginal utility) associated with consuming additional units of the
same product in a given amount of time eventually declines.

Discount Rate
The interest rate the Federal Reserve charges commercial banks for
loans.

Earned Income
~ Money received for work performed; may include salary, wages,
tips, professional fees, commissions, etc.

Easy-Money Policy

Monetary policy designed to stimulate the economy by increasing
the level of bank reserves through lowering the discount rate, lower-
ing reserve requirements or buying securities through open market
operations.

Elasticity of Demand

Price elasticity of demand is the percentage change in quantity
demanded as a result of the percentage change in demand price. Gen-
erally, a relative response of a change in quantity demanded to a rela-
tive change in price.

Electronic Funds Transfer Act

A federal law providing consumer protection for people who use
ATMs and debit cards. The law limits users' liability for unauthorized
charges made on cards that have been lost or stolen.

Equilibrium Price

The price at which the quantity demanded by buyers equals the
quantity supplied by sellers; also called the market-clearing price.

Equilibrium Quantity

The quantity demanded and quantity supplied at the equilibrium or
market-clearing price.

EquityStock, both common and preferred. Also, the value of
mortgaged property after accounting for charges against it or money
owed.
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Excess Reserves A bank's cash reserves beyond the required re-
serves, which can be loaned.

Exchange Trading a good or service for another good or service,
or for money.

Exchange Rate The price of one nation's currency in terms of an-
other nation's currency.

Exports Goods and services produced in one nation and sold in
other nations.

Externalities

Economic side-effects or third-party effects, in which some of the
benefits or costs associated with the production or consumption of a
product affect someone other than the direct producer or consumer of
the product. Can be positive or negative.

Fair-Return Price A price that allows a regulated monopoly,
such as gas, electric and telephone companies, to earn the approved
profit.

Federal Budget The taxing and spending plan of the national gov-
ernment.

Federal Deposit Insurance Corporation (FDIC)

A federal agency that guarantees depositors' savings up to
$100,000 per account in most commercial banks, savings banks and
savings associations.

Federal Income Tax A tax paid by individuals and businesses to
the federal government to fund such services as national defense, hu-
man services, and the monitoring and regulation of trade.

Fiscal PolicyChanges in the expenditures or tax revenues of the
federal government, undertaken to promote full employment, price
stability and reasonable rates of economic growth.

Fractional Reserve Banking System

A system in which banks are required to hold only a specified frac-
tion of their deposits available for withdrawal by depositors. The rest
may be lent out, thus "creating money."

Fraud

Wrongful or criminal deception intended to manipulate a person
for the purpose of gain, usually financial.

Free Rider

One who enjoys the benefits of a good or service without paying
for it.
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Functions of Money
Money functions as a medium of exchange, a store of value, and
also a unit of account.

Future Consequences
Costs and/or benefits of a choice that will be paid or gained at a
later time.

Government Expenditures

Goods and services provided by government and paid for by taxing
and borrowing. Federal government expenditures include national
defense and a system of justice. State and local government expendi-
tures include police, roads and public education.

Government Revenues
Funds raised through taxing and borrowing to pay for government
expenditures.

Government Spending
Spending by all levels of government on goods and services; in-
cludes categories like military, schools and roads.

Heterogeneous Products

Products (goods or services) that are differentiated by real or imag-
ined differences in quality or other features, such as color, taste, styl-
ing, warranties or complimentary services provided to those who buy
the products.

Homogeneous Products
Products (goods or services) that are identical, with no differentiat-
ing features.

Horizontal Merger
A combination formed when two businesses producing the same
goods or services merge.

Households
Individuals and family units that buy goods and services (as con-
sumers) and sell or rent productive resources (as resource OWners).

Human Capital
The health, education, experience, training, skills and values of
people. Also known as human resources.

Human Capital Investment

Investment of time, effort and resources in education and training--
to increase one's own knowledge, skills, health, etc., or to develop
those assets in others.
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Human Resources
The health, education, experience, training, skills and values of
people. Also known as human capital.

Hyperinflation
A very rapid rise in the overall price level.

Identity Theft
Unauthorized, illegal use of a person's legal and financial identifi-
cation (for example, his or her Social Security number or PIN).

Imperfect Competition
Any market structure in which firms are not price takers, but in-
stead must seek the price and output levels that maximize their profits.

Implicit Price Deflator

A price index that compares the prices of all the goods and ser-
vices produced in the current-year gross domestic product (GDP) to
the price levels that prevailed for those same goods and services in an
earlier year or years. The implicit price deflator is used to adjust val-
ues of nominal or current-price GDP to obtain values for real GDP.

Incentive
Any reward or benefit, such as money, advantage or good feeling,
that motivates people to do something.

Income Elasticity of Demand
The percentage change in the demand for a good or service divided
by the percentage change in income.

Income Inequality
The unequal distribution of an economy's total income among fam-
ilies, individuals or other designated groups.

Income Statement
The report of the revenue generated and expenses incurred by a
firm in a designated time period, such as a month, a quarter or a year.

Income Tax

Payments made by individuals and corporations to the federal gov-
ernment (and to some state and local governments) based on income
received (both earned and unearned).

Individual Retirement Account (IRA)

An account in which an individual may set aside earned income in
a tax-deferred savings plan for his or her retirement. There are two
types of IRAs, traditional and Roth, each with its own qualifications
and rules governing contributions and withdrawals.
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Inflation

A rise in the general or average price level of all the goods and
services produced in an economy. Can be caused by pressure from the
demand side of the market (demand-pull inflation) or pressure from
the supply side of the market (cost-push inflation).

Initial Public Offering (IPO)

A company's first sale of stock to the public. When a company
"goes public," it sells blocks of stock shares to an investment firm
that specializes in initial offerings of stocks and resells them to the
public.

Intermediate Good
A good that is used in the production of final goods and services.

Internal Revenue Service (IRS)
The government agency that collects federal income taxes.

International Monetary Fund (IMF)

An international organization established to supervise exchange-
rate arrangements and to lend money to member countries having
difficulties meeting their financial obligations to other countries.

Inventory
An itemized list of goods held by a person or business. Also a
quantity of goods held in stock.

L

Law of Demand

As the price of a good or service rises (or falls), the quantity of that
good or service that people are willing and able to buy during a cer-
tain period of time falls (or rises).

Law of Diminishing Marginal Returns

Describes a phenomenon observed in all short-run production pro-
cesses, when at least one input (usually capital) is fixed. As more and
more units of a variable input (usually labor) are added to the fixed
input, the additional (marginal) output associated with each increase
in units of the variable input will eventually decline. In other words,
successive increases in a variable factor of production added to fixed
factors of production will result in smaller increases in output.

Law of Diminishing Marginal Utility

A widely observed relationship in which the additional satisfaction
(marginal utility) associated with consuming additional units of the
same product in a given amount of time eventually declines.
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Law of Supply

As the price of a good or service that producers are willing and
able to offer for sale during a certain period of time period rises (or
falls), the quantity of that good or service supplied rises (or falls).

Leading Economic Indicators

Economic variables such as unemployment claims, manufacturers'
new orders, stock prices, and new plant and equipment orders that
tend to change before real output changes.

Liability

Legal responsibility to pay for damages or losses one has caused.

Liquidity

The ease with which savings or investments can be turned into
cash.

M

Marginal Cost
The increase in a producer's total cost when it increases its output
by one unit.

Marginal Physical Product (MPP)

The additional quantity that is produced when one additional unit
of a resource is used in combination with the same quantities of all
other resources.

Marginal Revenue (MR)
The addition to a producer's total revenue resulting from the addi-
tion of one unit to total output.

Marginal Revenue Product (MRP)
The change in the total revenue of the firm when it employs one
additional unit of a resource.

Marginal tax rate (or ratio)

The percentage of an increase in income that is paid in taxes.

Marginal Utility

The extra value or satisfaction that a consumer obtains from con-
suming one additional unit of output.

Market Economy

An economy that relies on a system of interdependent market pric-
es to allocate goods, services, and productive resources and to coordi-
nate the diverse plans of consumers and producers, all of them pursu-
ing their own self-interest.
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Market Price Risk
The chance that the value of an investment will go down because
of a change in supply and demand.

Market Structure
The degree of competition in a market, ranging from many buyers
and sellers to few or even single buyers or sellers.

Markets

Places, institutions or technological arrangements where or by
means of which goods or services are exchanged. Also, the set of all
sale and purchase transactions that affect the price of some good or
service.

Monetarist Theory

A school of thought that emphasizes the role changes in the money
supply play in determining national income and price level. Monetar-
ists argue that in the long run only changes in the money supply
change the price level.

Monetary Incentive
A factor related to money, income or economic wealth that en-
courages people to do something.

Monetary Policy

Changes in the supply of money and the availability of credit initi-
ated by a nation's central bank to promote price stability, full em-
ployment and reasonable rates of economic growth.

Money

Anything that is generally accepted as final payment for goods and
services; serves as a medium of exchange, a store of value and a
standard of value. Characteristics of money are portability, stability in
value, uniformity, durability and acceptance.

Money Management
A system for income and spending that allows for the achievement
of financial and consumer goals.

Money Market Mutual Fund (MMMF)

A fund restricted by law to investing in the short-term money mar-
ket. MMMFs provide low risk and low returns, but they maintain their
investment value.

Money Order

A certificate purchased for a specific amount of money and signed
over by the purchaser to the person or business named on the certifi-
cate.
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Money Supply

Narrowly defined by economists as currency in the hands of the
public plus checking-type deposits; also called M1. Other definitions
of the money supply (M2, M3) include various savings deposits,
money market deposits and money market mutual fund balances.

Monopolies _ o
Exclusive privilege or control over a service/commodity in a spe-
cific market.

Monopolistic Competition

A market structure in which slightly differentiated products are
sold by a large number of relatively small producers, and in which the
barriers to new firms entering the market are low.

Monopoly

A market structure in which there is a single supplier of a good or
service. Also, a firm that is the single supplier of a good or service for
which there are no close substitutes; also known as a monopolist.

Monopsony

A market situation in which there is only one buyer of a resource.
Also, a firm that is the only buyer of a resource; also known as a mo-
nopsonist.

Mortgage

A special type of loan for the purchase of a house or other real estate.

Multinational Corporation

A corporation that operates in two or more countries.

Mutual Fund

A pool of money used by a company to purchase a variety of
stocks, bonds or money market instruments. Provides diversification
and professional management for investors.

Natural Monopoly

An industry in which the advantages of large-scale production
make it possible for a single firm to produce the entire output of the
market at a lower average cost than a number of firms each producing
a smaller quantity.

Negative Externality

A negative side effect that results when the production or con-
sumption of a good or service affects the welfare of people who are
not the parties directly involved in a market exchange. Sometimes
referred to as "third-party cost™ or "spillover cost," it is a cost imposed
on third parties by the production or consumption of other parties.
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Non-monetary Incentive
A factor not related to money, income or economic wealth that en-
courages people to do something.

Non-price Competition

Competition by firms trying to attract customers by methods other
than reducing prices; examples include advertising and promotional
gifts.

Non-price Determinants
Non-price determinants can be interactions that do not affect the
price of the wide range of supply and demand factors.

Occupation

A job or profession; also a category of work, sometimes identified
by the degree of skill required.

Oligopoly

A market structure in which a few, relatively large firms account
for all or most of the production or sales of a good or service in a par-
ticular market, and where barriers to new firms entering the market
are very high. Some oligopolies produce homogeneous products; oth-
ers produce heterogeneous products.

Outsourcing

Sometimes called offshoring, outsourcing occurs when a firm in
one country tries to reduce costs by locating production facilities in
other countries and/or by hiring cheaper foreign workers.

Paper Money

Certificates of various denominations generally recognized and ac-
cepted as a medium of exchange within a nation and elsewhere. Paper
money is issued and backed by national governments or, in the case of
the euro, by a group of governments.

Partnership
A business with two or more owners who share the firm's profits
and losses.

Pegged Exchange Rate

An exchange rate that is fixed within a certain range or against a
major currency or basket of currencies.

Pension Fund

An account established by a business to fund retirement benefits
for its workers. Pension funds invest in stocks, bonds, mutual funds
and real estate.
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Perfect Competition

A market structure in which a large number of relatively small
firms produce and sell identical products and in which there are no
significant barriers to entry into or exit from the industry. Firms in
perfect competition are price takers and in the long run will earn only
normal profits.

Perfectly Elastic Demand

A situation in which even the smallest change in price will cause con-
sumers to change their consumption by a huge amount. Buyers will pur-
chase as much of a product or resource as is available at a constant price.

Perfectly Elastic Supply

A situation in which the smallest change in price would lead to an in-
finite change in quantity supplied. Sellers will make available as much of
the product or resource as buyers will purchase at a constant price.

Perfectly Inelastic Demand
A situation in which there is no change in the quantity demanded
as the price changes.

Perfectly Inelastic Supply
A situation in which supply will not change regardless of the
change in price or the length of time allowed for change.

PIN (Personal Identification Number)
A confidential code used to access private financial information or
to make transactions (at an ATM, for example).

Premium
The fee paid for insurance protection.

Price

The amount of money that people pay when they buy a good or
service; the amount they receive when they sell a good or service.

Price Ceiling

A legally established maximum price that may be charged for a
good or service.

Price Discrimination
Charging different customers different prices for the same good or
service.

Price Elasticity of Demand

The responsiveness of the quantity demanded of a good or service
to changes in its price. The price elasticity of demand is the percent-
age change in quantity demanded divided by the percentage change in
price.
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Price Elasticity of Supply

The responsiveness of the quantity supplied of a good or service to
changes in its price. The price elasticity of supply is the percentage
change in quantity supplied divided by the percentage change in price.

Price Floor
A legally established minimum price that may be charged for a
good or service.

Price Leadership

An arrangement in an oligopolistic industry in which one firm
makes pricing decisions for the entire industry; one firm sets the price
and the other firms follow.

Price Level
The weighted average of the prices of all goods and services in an
economy; used to calculate inflation.

Price Stability
The absence of inflation or deflation; a broad social goal and crite-
rion for measuring the performance of an economic system.

Price Taker
A firm that is unable to set a price that differs from the market
price without losing profit; a firm in a perfectly competitive industry.

Progressive Tax

A tax that take a larger percentage of income from people in high-
er-income groups than from people in lower-income ones; the U.S.
federal income tax is an example.

Property Tax

A tax on land and structures built on it. Payments go to state and/or
local governments to pay for police protection, public schools, librar-
ies, etc.

Proportional Tax

A tax that takes the same percentage of income from people in all
income groups.

Quantity Demanded

The amount of a good or service people will buy at a given price in
a given period of time.

Quantity Supplied

The amount of a good or service sellers are willing and able to of-
fer at a given price in a given period of time.
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Quotas

In international trade, the limit on the quantity of a product that
may be imported or exported, established by government laws or reg-
ulations; in command economies, more typically a production target
assigned by government planning agencies to the producers of a good
or service.

Real Estate
Property such as land, houses and office buildings.

Real Estate Tax

A tax on land and structures built on it (houses, factories, etc.).
Payments go to state and/or local governments to pay for police pro-
tection, public schools, libraries, etc.

Real Interest Rates
The nominal (posted) interest rate minus the rate of inflation.

Recession

A decline in the rate of national economic activity, usually meas-
ured by a decline in real GDP for at least two consecutive quarters
(i.e., six months).

Recessionary Gap

The amount by which the aggregate expenditures curve must in-
crease (shift upward) to increase the real GDP to the full-employment
noninflationary level.

Regressive Tax

A tax that takes a larger percentage of income from people in low-
er-income groups than from higher-income ones. Sales taxes and ex-
cise taxes are examples.

Relative Price

The price of one good in relation to the price of another good; a
measure of opportunity costs and therefore the price that affects eco-
nomic decision making.

Return
Earnings from an investment, usually expressed as an annual per-
centage.

Revenue
The money a business receives from customers who buy its goods
and services. Not to be confused with profit.
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Sales Tax

Tax in the form of a percent of the cost of a good or service; paid
to local and state governments when goods and services are pur-
chased.

Service Charge
A fee charged by a financial institution for certain financial ser-
vices provided to customers.

Simplified Employee Pension (SEP) Plan
A qualified, tax-deferred retirement plan for an individual with a
small business.

Social Security

A federal system of old-age, survivors', disability and hospital care
(Medicare) insurance which requires employers to withhold (or trans-
fer) wages from employees' paychecks and deposit that money in des-
ignated accounts.

Social Security Tax
A tax levied on employers and employees to finance public Social
Security benefits.

Sole Proprietorship
A business owned by one person who receives all the profits and is
responsible for all the debts incurred by the business.

Spillover Cost

A negative side effect that results when the production or con-
sumption of a good or service affects the welfare of people who are
not the parties directly involved in a market exchange. Sometimes
called "third-party cost" or "negative externality."

State Income Tax

A percentage of income paid by individuals and businesses to a
state government to fund services such as roads, safety and health.
Not all states levy an income tax.

Supply

The amount of a good or service that producers are willing and
able to offer for sale at each possible price during a given period of
time. Normally, as the price of a good or service rises (or falls), the
quantity supplied of the good or service rises (or falls).
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Supply-Side Fiscal Policy

Policy intended to increase an economy's productive capacity by
shifting aggregate supply; e.g., a tax cut giving businesses an incen-
tive to invest and expand.

Surplus

The situation that results when the quantity supplied of a product
exceeds the quantity demanded. Generally happens because the price
of the product is above the market equilibrium price.

T

Take-Home Pay
The amount of money a person receives within a pay period after
taxes and other deductions are taken out of his or her paycheck.

Tariff
A tax on an imported good or service.

Tax Incidence
A measure of who actually pays a tax.

Tax Loophole
An omission or ambiguity in the tax law that allows some people
to legally avoid paying certain taxes.

Taxation
Taxation is the process in which a charge is imposed upon a tax-
payer by a state or a legal equivalent of a state.

Taxes
Compulsory payments to governments by households and businesses.

Three Cs of Credit

Three characteristics that determine a person's qualifications for
obtaining a loan: Capital: Assets owned. Character: A person's past
history in repaying debts. Capacity: A person's current and future
earnings relative to current debt.

Transaction Costs

Costs associated with buying or selling goods and services that are
not included in the money prices of those goods and services. Exam-
ples include obtaining information on prices and product quality,
searching for sellers, and bargaining costs.

Transfer Payments

Money collected by the government from one group and given to
others. Examples include Social Security benefits, unemployment
insurance payments and agricultural subsidies.
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Unit Pricing

The cost per unit of measurement. A way for consumers to com-
pare the costs of different sizes of the same item.

Utility

An abstract measure of the satisfaction consumers derive from
consuming goods and services.

\%

Value Added

The difference between the value of output and the value of the in-
termediate goods used in the production of that output.

Value of Money

The ability of money to buy goods and services. A wide variety of
items has been used as money. Money need not have any intrinsic
value. It is people's willingness to accept it that gives it value.

Variable Costs (VC)
Costs of production that change as a firm's output level changes.

Variable Expenses
Expenditures that change from week to week or month to month--
for food, clothing, recreation and entertainment, for example.

Velocity of Money
The average number of times each dollar is spent on final goods
and services in a year.

Vertical Merger
A combination formed when two businesses, one of which sup-
plies an ingredient of the other's product, merge.

w

W-2 Form

A federal income tax document that employers complete and send
to their employees and to the Internal Revenue Service at the end of a
year; shows employee compensation and taxes withheld.

W-4 Form

A federal income tax document that instructs an employer about
how much money to withhold from an employee's paycheck for tax
purposes.

Withdrawal

The removal of money by a depositor from a financial account.
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Withholding

Money taken out of an employee's paycheck and sent to the gov-
ernment and credited to the employee's tax bill.

World Bank

An international organization that makes loans and provides tech-
nical expertise to developing nations.

World Trade Organization (WTO)

A trade agreement among over 100 nations that specifies the
level of tariffs among the signatories and attempts to resolve trade
disputes.
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