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Предисловие 
 

Учебное пособие «A Linguistic Guide to Economics» 
предназначено  для студентов бакалавриата, начинающих изучать 
язык профессии на 1-2 курсах Института внешнеэкономических 
связей МГИМО (У) МИД России. Пособие является составной частью 
Учебно-методического комплекса (УМК), в который также входит 
курс «Macmillan Guide to Economics» (Авторы: Раицкая Л.К., Кохрейн 
С., уровень В1+), выпущенный британским издательством 
«Macmillan» в 2007 году. УМК состоит из аутентичного курса 
«Macmillan Guide to Economics» (Книга для студента и Книга для 
преподавателя, аудиодиск), а также настоящего пособия, которое 
также может быть использовано самостоятельно в силу автономности 
и комплексности своей структуры. Тематически и лексически «A 
Linguistic Guide to Economics» расширяет предметную область 
«экономической теории», представленную в «Macmillan Guide to 
Economics». 

Преимущественно автор сосредоточила  свое внимание на 
макроэкономических темах, таких как цикличность развития 
экономики, вопросы кредитно-денежной и налогово-бюджетной 
политики, инфляции, аспекты внешнеэкономической деятельности, 
механизмах финансовых и валютных рынков, банковской сферы. 

В отдельном разделе приводятся тексты для чтения и 
обсуждения по микроэкономической тематике. 

Необходимость создания данного пособия связана с 
существованием в Институте внешнеэкономических связей деления 
на потоки разноуровневых языковых групп при общей программе 
(тематически и лексически) по языку профессии. По программе 
предусматривается паралелльное обучение по настоящему УМК 
студентов, распределенных по группам трех потоков (начинающих 
изучать английский язык с уровней А1, В1 и В2). 

Учебное пособие «A Linguistic Guide to Economics» рассчитано 
на 100 часов аудиторной работы и 140-180 часов самостоятельной 
работы. При параллельном использовании данного учебного пособия 
и «Macmillan Guide to Economics» курс рассчитан на 3 семестра по 2 
часа в неделю. 
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Пособие построено на основании развития основных языковых 
навыков, способствующих формированию и совершенствованию 
коммуникативной компетенции владения английским языком. Особое 
внимание уделяется созданию базового профессионально словарного 
запаса для бакалавров-экономистов и развитию навыков письма для 
академических целей (academic writing). Более подробно о 
компетенциях, формируемых и развиваемых на их основе, см. в 
Методической записке. 

В соответствии с Законом Российской Федерации от 9 июня 1993 
года №5351-1 автор данного пособия использовала в своей работе с 
обязательным указанием имени автора, произведение которого 
используется, и источника  заимствования, правомерно 
обнародованные произведения и отрывки из них в качестве 
иллюстраций в широком смысле в объеме, оправданном поставленной 
целью или  методикой в качестве аутентичных материалов. Ниже  
приводится список книг и адресов в Интернете, которые прямо или 
косвенно были использованы автором при подготовке данного 
учебного пособия. 
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7. <http://www.olemiss.edu/> 
8. <http://www.ece.cmu.edu/~koopman/essays/abstract.html> 
9. <http://www.samru.ru/bisnes/news_company/> 
10. Begg D., Fischer S., Dornbusch R. Economics. – McGraw-Hill Book 

Company, 1991. 
11. Business Letters. The Easy Way. – Barron’s, 1998. 
12. Comfort J. Effective Presentations. – Oxford University Press, 2005. 
13. Griffiths A., Wall S. Applied Economics. An Introductory Course. – Longman, 

1993. 
14. O’Connell S. Focus on IELTS. – Longman, 2002. 
15. Raitskaya L., Cochrane S. Macmillan Guide to Economics. – Macmillan, 2007. 
16. The Economist, 2007 - 2008. 
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17. Zemach D.E., Rumisek L.A. Academic Writing from Paragraph to Essay. – 
Macmillan, 2005. 

18. Клейменова Е.П., Кулик Л.В. English for Senior Students of Economics. – 
М.: ТЕИС, 2003. 

19. Комаровская С.Д. Мировая экономика. English for: Economists, Bankers, 
Businessmen, Entrepreneurs, Market Specialists, and Managers: учебник. – 
М.: КДУ, 2007.  

20. Райзберг Б.А., Лозовский Л.Ш., Стародубцева Е.Б. Современный 
экономический словарь.-5-е изд., перераб. и доп. - М., 2006. 

21. Станковская И.К., Стрелец И.А. Экономическая теория для бизнес-школ. 
– М.: Изд-во Эксмо, 2005. 

 
Благодарность 

Автор выражает благодарность доктору экономических наук, 
профессору кафедры экономической теории МГИМО (У) Ирине 
Александровне Стрелец за ценные замечания при подготовке пособия 
и рецензирование, а также предоставленную возможность 
использовать авторский текст в качестве упражнений на перевод с 
русского языка на английский. 

 
Методическая записка 

Структура пособия. Учебное пособие «A Linguistic Guide to 
Economics» состоит из 5 частей (Parts) и приложений (Supplement 
Section). Первые 4 части имеют одинаковую структуру. Каждая из них 
рассчитана на 24-36 часов аудиторных занятий и включает Раздел по 
развитию навыков чтения и формированию словарного запаса 
(Reading and Vocabulary Section) содержит два тематических модуля 
(Modules), а также Раздел по развитию навыков говорения (Speaking 
Skills Section) и Раздел по развитию навыков письменной речи 
(Writing Skills Section). Часть 5 (Part 5) представляет собой подборку 
текстов для обсуждения с вопросами на понимание и словарем. 
Отдельно в конце пособия приводится раздел, содержащий 
приложения (Supplement Section). 

Структура модуля. Модули имеют тематическую 
направленность и посвящены развитию навыков чтения и 
формированию лексического запаса, активизации профессиональной 
лексики. Каждый из восьми модулей пособия, имея одинаковую 
структуру, начинается с введения в тему – небольшого абзаца на тему 
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и/или вопросов по теме, а также базовых понятий по той или иной 
экономической теме. В модулях вся лексика, как активная, так и 
расширенная, дается с переводом и примерами на употребление, 
взятыми из базы английского языка  - The Bank of English и из Collins 
COBUILD English Dictionary for Advanced Learners (2001).  

Несколько текстов даются в качестве основных с заданиями на 
развитие навыков чтения, затем следуют упражнения, 
активизирующие лексику, выделенную в текстах, последним 
упражнением предлагается перевод с английского языка на русский 
тематических текстов, расширяющих лексику по той или иной теме. 
Как правило, тексты не содержат переводческих сложностей. 

В конце модуля дается алфавитный список слов данного модуля, 
вынесенных после текстов под заголовком «KEY/ TEXT 
VOCABULARY». Преимущественно в качестве лексических единиц 
выделяются или термины, или слова и выражения, частотно чаще 
других всречающиеся в данной предметной области. Так как пособие 
не ставило своей целью исключительно расширение словарного 
запаса, количество отобранных лексических единиц составляет в 
среднем по модулям около 45, в пособии в целом около 400. 

 

ФОРМИРУЕМЫЕ И РАЗВИВАЕМЫЕ КОМПЕТЕНЦИИ 
Студент после прохождения курса должен                                 
эффективно осуществлять презентацию своего проекта на 
английском языке; 
совершенстовать навыки в рамках ИТ-компетенции; 

эффективно осуществлять устное и письменное общение на 
профессиональные темы; 
вести дискуссию на профессионально-деловые темы на 
английском языке в рамках круглого стола; 
уметь аннотировать профессионально-деловые тексты на 
английском языке; 
совершенствовать различные виды речевой деятельности 
(письмо, чтение, говорение, аудирование) на английском языке; 
разрабатывать и проводить презентации на английском языке; 
пользоваться профессиональной лексикой английского языка; 
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уметь составлять план эссе; 

уметь писать эссе на профессиональные темы в форматах, 
предусмотренных международными экзаменами; 
 

использовать приемы публичной речи, делая парезентации на 
профессиональные темы. 

 
ФОРМЫ КОНТРОЛЯ 

 В курсе предусмотрены промежуточный контроль (контрольные, 
самостоятельные работы, зачет) и итоговый контроль (экзамен). 

Еще одна промежуточная форма контроля – зачет, состоящий из 
письменной и устной частей. 

 Письменный зачет 
 1. Эссе по пройденной теме. 
 2. Перевод предложений с русского языка на английский с 

использованием активной лексики. 
Устный зачет 
1. Опрос по пройденному материалу. 
Итоговая форма контроля – экзамен, состоящий из письменной и 

устной частей. 
Письменный экзамен 
1. Эссе по пройденной теме. 
2. Перевод предложений с русского языка на английский с 

использованием активной лексики. 
Устный экзамен 
1. Передача содержания прочитанного текста по тематике курса 

объемом до 1800 п.з. с пробелами. Беседа по содержанию. 
2. Беседа по содержанию текстов курса. 
Критерии оценки 
Эссе 
Максимальная оценка – 100%.  
Минимальная (удовлетворительная) оценка – 60%. 
1. Соответствие требованиям – количество слов, соблюдение 

временных рамок. Превышение объема (более чем на 10%), как и 
меньший объем (более чем на 10%) против требуемого уменьшает 
оценку на 8%. 
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2. Неоконченное эссе – снижение оценки до 20%. 
3. Организационная структура. Соотношение между частями, 

сбалансированность объемов частей. Ошибка, ведущая к искажению 
структуры и несбалансированности, оценивается в 8%. 

Отсутствие связующих и других функциональных элементов в 
эссе в целом снижает общую оценку до 25%. 

4. Относительная нерелевантность информации – 8%. 
5. Грамотность – лексические, грамматические ошибки – 

совокупно уменьшение оценки не более чем на 25%, одна 
грамматическая ошибка не более чем на 5%, лексическая (по 
употреблению активной лексики) – на 6%. 

6. Непонятный аргумент или комментарий, ведущий к 
проблемам в коммуникации, и полностью нерелевантная информация 
оцениваются в 10%. 

7. Стилистические ошибки – не более 4%. 
8. Нарушение норм английского языка – не более 4%. 
Передача содержания текста на английском языке 
1. Решение коммуникативной задачи – передачи содержания 

языковыми средствами на уровне, соответствующем программе (В1 
или В2). Смысловая ошибка, препятствующая пониманию, 
оценивается в 8%. 

2. Неполная передача содержания текста - снижнение оценки не 
более чем на 15%. 

3. Низкий темп речи уменьшает оценку не более чем на 20%. 
Владение активной лексикой курса 
1. Оценивается в активном употреблении при передаче 

содержания текста. Лексическая ошибка или незнание активной 
лексической единицы снижают общую оценку на 3%. 

2. Оценивается при выполнении контрольных работ на проверку 
знания и активного употребления активных лексических единиц. 
Ошибка и употреблении или незнание единицы приводит к снижению 
оценки на 4%. 

ОБЩАЯ ОЦЕНКА за изучение курса в течение семестра 
(рейтинг) складывается из следующих составляющих. 

1. Выполнение обязательных домашних или самостоятельных 
письменных работ в сроки, установленные рабочей программой и 
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доведенные до студентов в начале семестра, составляет 30% от общей 
оценки. Дополнительно прибавляется 10% за выполнение работ на 
оценку «хорошо» и 15% - на оценку «отлично». В качестве 
подтверждения оценки студент обязан сохранять до конца семестра 
все письменные работы с пометкой преподавателя о сроках сдачи и 
оценкой. 

Все домашние и самостоятельные письменные работы делятся 
на обязательные и дополнительные. 

2. Участие во время аудиторных занятиях в формах работ, 
направленных на формирование навыков чтения и говорения, 
увеличивает оценку на 5-30% в зависимости от оценки участия. 

3. Контрольные работы (или эссе) в количестве трех за семестр 
увеличивают оценку на 6% (при участии и получении 
неудовлетворительной оценки, по 2% за одну контрольную), на 9% 
(при оценке «удовлетворительно»), на 15% (при оценке «хорошо»), на 
21% (при оценке «отлично»). 

4. Если котрольная работа (или эссе) не написана в сроки по 
рабочей программе по уважительным причинам, студенту 
предоставляется право до выставления рейтинга (текущего или 
финального) написать работу в дополнительное время.  

5. Студент может получить дополнительные проценты за 
выполнение дополнительных письменных заданий; представление их 
в письменном или электронном виде добавляют до 10%. 

6. Если по рабочей программе в семестре предусмотрен проект 
(презентация), то оценка за него входит в общую оценку за 
письменные работы и дает 30% от общей оценки за письменные 
работы. Студент должен представить презентацию в электронной 
форме в сроки установленные программой, в случае болезни – до 
наступления срока выставления рейтинговой оценки. 

ЭКЗАМЕНАЦИОННАЯ ОЦЕНКА зависит от рейтинговой 
оценки и не может быть выше 70%, если финальный рейтинг за 
семестр не превышает 69% (кроме случаев длительной болезни или 
обучения в другиз вузах в течение семестра при подтверждении 
деканатом). Если оценка за семестр составляет 70% и выше, разница 
между семестровым рейтингом и экзаменационной оценкой может 
составлять до 15%. 
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PART 1 
READING AND VOCABULARY SECTION 
 
MODULE 1. Economic Systems 
In this module we will consider major economic systems. 
 
LEAD-IN 
An economic system is a set of methods and standards by which a 
society decides and organizes the ownership and allocation of 
economic resources. At one extreme, production is carried in a 
private-enterprise system such that all resources are privately 
owned. At the other extreme, following Karl Marx and Vladimir 
Lenin is what is commonly called a command or planned system, 
such that all resources are publicly owned to minimize inequalities 
of wealth in the society. 
 

 What is an economic system?  
 What kind of economic system do we live in? 
 Is enterprise typical only of market economy? 

 

 
economic system   traditional economy            

market economy     free market        enterprise 
planned economy     mixed economy    subsistence 

 
 

 Look through the words in the Key Vocabulary Section. Translate 
the sentences given in the right column.  

 

 Key Vocabulary 
economic system экономическая система Russia was the first country 

to forge a new economic 
system under the banner of 
Marxism. 

traditional 
economy 

традиционная экономика Meanwhile, the traditional 
economy stagnated. 
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subsistence средства к существованию; 
пропитание 

The standard of living today 
is on the edge of subsistence. 

planned economy плановая экономика In a planned economy, 
business activities and the use 
of resources are decided by 
the government, and not by 
market forces.  
This is a centrally planned 
economy. 

mixed economy смешанная экономика A mixed economy is an 
economic system in which 
some companies are owned 
by the state and some are not. 

market economy рыночная экономика It is probably true that a 
market economy tends to 
suppress non-economically 
useful differences. 

free market свободный рынок A free market is an economic 
system in which business 
organizations decide things 
such as prices and wages, 
and are not controlled by the 
government. 

enterprise предпринимательство SYN: entrepreneurship  
Free enterprise is an 
economic system in which 
businesses compete for profit 
without much government 
control. 

  
READING SKILLS 

 Scan the text to find the main features of the market economy. 
 List the advantages and disadvantages of the system. 
 Sum up the main idea. 
 Compare the classification given in the text below and the one above. 

 
There is a connection between political ideology and economic 

systems. We can identify four broad types of economic systems – a market 
economy, a command economy, a mixed economy, and a state-directed 
economy.  
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Market Economy  
In a pure market economy all productive activities are privately 

owned, as opposed to being owned by the state. The goods and services 
that a country produces, and the quantity in which they are produced, are 
not planned by anyone. Rather, production is determined by the interaction 
of supply and demand and signaled to producers through the price system. 
If demand for a product exceeds supply, prices will rise, signaling 
producers to produce more. If supply exceeds demand, prices will fall, 
signaling producers to produce less. In this system consumers are 
sovereign. The purchasing patterns of consumers, as signaled to producers 
through the mechanism of the price system, determine what is produced 
and in what quantity.  

For a market to work in this manner there must be no restrictions on 
supply. A restriction on supply occurs when a market is monopolized by a 
single firm. In such circumstances, rather than increase output in response 
to increased demand, a monopolist might restrict output and let prices rise. 
This allows the monopolist to take a greater profit margin on each unit it 
sells. Although this is good for the monopolist, it is bad for the consumer, 
who has to pay higher prices. Moreover, it is probably bad for the welfare 
of society. Since, by definition, a monopolist has no competitors, it has no 
incentive to search for ways of lowering its production costs. Rather, it can 
simply pass on cost increases to consumers in the form of higher prices. 
The net result is that the monopolist is likely to become increasingly 
inefficient, producing high-priced, low-quality goods, while society suffers 
as a consequence.  

Given the dangers inherent in monopoly, the role of government in a 
market economy is to encourage vigorous competition between private 
producers. Governments do this by outlawing monopolies and restrictive 
business practices designed to monopolize a market (antitrust laws serve 
this function in the United States). Private ownership also encourages 
vigorous competition and economic efficiency. Private ownership ensures 
that entrepreneurs have a right to the profits generated by their own efforts. 
This gives entrepreneurs an incentive to search for better ways of serving 
consumer needs. That may be through introducing new products, by 
developing more efficient production processes, by better marketing and 
after-sale service, or simply through managing their businesses more 
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efficiently than their competitors. In turn, the constant improvement in 
product and process that results from such an incentive has been argued to 
have a major positive impact on economic growth and development.  

 
COMPREHENSION 

 What economic systems exist? Which classification is the most 
common? 

 What are major features of the market economy? 
 Is there any planning in a market economy? Why? 
 What kind of market is monopoly? 
 What is the role of the government in the market economy? 

 

 Text Vocabulary 
output выпуск (продукции); 

производство 
Government statistics show 
the largest drop in industrial 
output for ten years.  

profit margin размер прибыли A profit margin is the 
difference between the selling 
price of a product and the 
cost of producing and 
marketing it. 

welfare  благосостояние The price rises will be 
cushioned by welfare 
benefits. 

competitor конкурент  SYN: rival 
A company’s competitors are 
companies who are trying to 
sell similar goods or services 
to the same customers. 

incentive  стимул; льгота  SYN: encouragement; 
stimulus; spur 
He said the government must 
introduce tax incentives to 
encourage investment. 

production costs производственные издержки In 1989 the price of coffee fell 
so low that in many countries 
it did not even cover the 
production costs. 
Production costs began to 
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spiral. 
goods мн. товары  Money can be exchanged for 

goods or services. 
antitrust  антимонопольный  In the United States, antitrust 

laws are intended to stop 
large firms taking over their 
competitors, fixing prices 
with their competitors, or 
interfering with free 
competition in any way.  

private 
ownership 

частная собственность Private ownership is 
guaranteed by the 
U.S.Constitution. 

entrepreneur  предприниматель  An entrepreneur is a person 
who sets up businesses and 
business deals. 

after-sale service 
 

послепродажное 
обслуживание 

Our company offers after-sale 
service to all our clients. 

 
Mixed Economy  

Between market economies and command economies can be found 
mixed economies. In a mixed economy, certain sectors of the economy are 
left to private ownership and free market mechanisms, while other sectors 
have significant state ownership and government planning. Mixed 
economies are relatively common in Western Europe; although they are 
becoming less so. France, Italy, and Sweden can all be classified as mixed 
economies. In these countries the governments intervene in those sectors 
where they believe that private ownership is not in the best interests of 
society. For example, Britain and Sweden both have extensive state-owned 
health systems that provide free universal health care to all citizens (it is 
paid for through higher taxes). In both countries it is felt that government 
has a moral obligation to provide for the health of its citizens. One 
consequence is that private ownership of health care operations is very 
restricted in both countries.  

In mixed economies, governments also tend to take into state 
ownership troubled firms whose continued operation is thought to be vital 
to national interests. The French automobile company Renault was state 
owned until recently. The government took over the company when it ran 
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into serious financial problems. The French government reasoned that the 
social costs of the unemployment that might result if Renault collapsed 
were unacceptable, so it nationalized the company to save it from 
bankruptcy. Renault's competitors weren't thrilled by this move, since they 
had to compete with a company whose costs were subsidized by the state.  

Command Economy  
In a pure command economy, the goods and services that a country 

produces, the quantity in which they are produced, and the prices at which 
they are sold are all planned by the government. Consistent with the 
collectivist ideology, the objective of a command economy is for 
government to allocate resources for "the good of society." In addition, in a 
pure command economy, all businesses are state owned, the rationale 
being that the government can then direct them to make investments that 
are in the best interests of the nation as a whole, rather than in the interests 
of private individuals.  

Historically, command economies were found in communist 
countries where collectivist goals were given priority over individual goals. 
Since the demise of communism in the late 1980s, the number of command 
economies has fallen dramatically. Some elements of a command economy 
were also evident in a number of democratic nations led by socialist-
inclined governments. France and India both experimented with extensive 
government planning and state ownership, although government planning 
has fallen into disfavor in both countries.  

While the objective of a command economy is to mobilize economic 
resources for the public good, just the opposite seems to have occurred. In 
a command economy, state-owned enterprises have little incentive to 
control costs and be efficient, because they cannot go out of business. 
Moreover, the abolition of private ownership means there is no incentive 
for individuals to look for better ways to serve consumer needs; hence, 
dynamism and innovation are absent from command economies. Instead of 
growing and becoming more prosperous, such economies tend to be 
characterized by stagnation.  

 
State-Directed Economy  

A state-directed economy is one in which the state plays a 
significant role in directing the investment activities of private enterprise 
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through "industrial policy" and in otherwise regulating business activity in 
accordance with national goals. Japan and South Korea are frequently cited 
as examples of state-directed economies. A state-directed economy differs 
from a mixed economy in so far as the state does not routinely take private 
enterprises into public ownership. Instead, it nurtures private enterprise but 
proactively directs investments made by private firms in accordance with 
the goals of its industrial policy. For example, in the early 1970s, the 
Japanese Ministry of International Trade and Industry (MITI) targeted the 
semiconductor industry as one in which it would like to see Japanese firms 
have a major presence. Industrial policy often takes the form of state 
subsidies to private enterprises to encourage them to build significant sales 
in industries deemed to be of strategic value for the nation's economic 
development. Thus, the Japanese government subsidized research and 
development (R&D) investments made by Japanese semiconductor 
companies. It also used direct administrative pressure to persuade several 
companies to enter the industry. To help targeted industries develop, the 
state may also protect them from foreign competition by erecting barriers 
to imports and foreign direct investment. Accordingly, Japanese 
semiconductor companies were protected from foreign competition by 
barriers to imports and restrictions on the ability of foreigners to establish 
operations in Japan.  

The intellectual foundation for a state-directed economy is based on 
the so-called infant industry argument. This argument suggests that in 
some industries, economies of scale are so large firms from developed 
nations have such an advantage that it is difficult for new firms from 
developing nations to establish themselves. Industrial policy is seen as a 
means of overcoming this economic disadvantage. Moreover, it is argued 
that state-directed industrial policy may allow a country to establish a 
leading position in an emerging industry where scale economies will 
ultimately be of great importance.  

One criticism of state-directed economies is that government 
bureaucrats don't necessarily make better decisions about the allocation of 
investment capital than the market mechanism would. For a long time, the 
economic success of countries such as Japan and South Korea allowed 
advocates of state involvement to dismiss such criticisms. However, a 
decade of stagnant growth in Japan coupled with the 1997 implosion of the 
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South Korean economy have added legitimacy to these criticisms. The 
South Korean collapse, in particular, has been widely attributed to 
uneconomic investments by Korean companies in industries that the 
government deemed to be of national importance, such as semiconductors.  

 
COMPREHENSION 

 What is the mixed economy? 
 What role does the government play the mixed economy? 
 Define the command economy. 
 Compare the mixed and the state-directed economies. What do they 
have in common? List the main differences. 

 

 Text Vocabulary 
to intervene вмешиваться ( о государстве) The Government is doing 

nothing to intervene in the 
crisis. 

bankruptcy  банкротство SYN: bust; insolvency 
The number of corporate 
bankruptcies climbed in 
August. 

to allocate  распределять; ассигновать It helps them to decide 
policies, allocate resources 
and plan services. 

rationale логическое обоснование; 
причина 

The preamble constitutes a 
review of the rationale for 
greater cooperation between 
the organization and the 
Russian Federation.  

priority приоритет  The government’s priority is 
to build more power plants. 

demise  гибель; падение (строя) After the demise of 
communism Russia began its 
market reforms. 

dramatically   существенно  SYN: considerably  
The prices have considerably 
increased. 

public good  общественное благо Politicians are happier to 
dress up their ruthless 
ambition as a necessary 
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pursuit of the public good. 
state-owned 
enterprise 

государственное 
предприятие 

In China state-owned 
enterprises manufacture the 
bulk of exports. 

prosperous 
 

преуспевающий; 
благополучный 

The division between the 
prosperous west and the 
impoverished east remains. 

public ownership государственная 
собственность 

SYN: state ownership 
Public ownership was 
common in socialist 
countries. 

state subsidy государственная субсидия State subsidies keep retail 
prices artificially low. 

R&D сокр. от research and 
development – проектно-
конструкторскя работы; 
НИОКР 

Businesses need to train their 
workers better, and spend 
more on R&D.  

to erect barrier 
(to) 

создавать барьеры (чему-л.) By erecting non-tariff 
barriers the new cabinet tried 
to protect their infant 
industries.  

foreign direct 
investment 

прямые зарубежные 
инвестиции 

ABBR: FDI 
The EU is Mercosur’s largest 
trading partner and largest 
source of foreign direct 
investment. 

infant industry новая отрасль Developing countries have to 
impose duties to protect their 
infant industries. 

economies of 
scale 

экономия на масштабах 
(производства); эффект 
масштаба  

Building many units at once 
produces economies of scale 
that can be passed through to 
purchasers. 

stagnant вялый; низкий  A poorly managed, stagnant 
economy offers private 
investors fewer opportunities. 
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EXERCISES 
1.Translate the following sentences into Russian, paying attention 

 to the active vocabulary. 
1. Australia’s economic system still combines steady growth and low 

inflation with social justice and unemployment of under 5 per cent. 
2. Adequate housing is possible in developed, mixed economies 

wherein the interests of the poor have prevailed. 
3. Many farmers in Africa live near the subsistence level. 
4. The politicians will decide if the different interests involved represent 

the public good or the public evil. 
5. It is our belief that improvements in health care will lead to a 

stronger, more prosperous economy. 
6. This will intensify the battle in the richest bit of the market, but it will 

have little effect in the rest of Russia, where both the companies 
should benefit from economies of scale. 

7. Reforming the stagnant economy requires harsh measures that would 
translate into job losses. 

8. He said he saw the bank’s role as a catalyst to encourage foreign 
direct investment. 

9. Many companies in Britain are keen on the idea of tax incentives for 
R&D. 

10. The British government is expected to reject the idea of state 
subsidy for a new high speed railway. 

11. The 2008 federal budget allocated $7.8 billion for development 
programmes. 

12. The government is to intervene to restrict the activities of major 
competitors from China, Canada and Australia. 

13. 40% of the state’s general fund has to go to education. Nearly as 
much again is mandated to various health and welfare programmes. 

14. That is because the Big Four may consolidate into the Bid Three, 
but antitrust authorities will ensure that they never become the Big 
Two. 

15. The group had a net profit margin of 30% last year. 
 

2.Match each word with its translation. 
____ infant industry 
____ to erect barriers 

1) общественное благо 
2) государственная субсидия 
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____ incentive  
____ state subsidy 
____ enterprise  
____ demise  
____ public good 
____ to allocate 
____ economies of scale 
____ stagnant  
____ rationale 
____ to intervene 
____ welfare 
____ antitrust  
____ prosperous 
 

3) антимонопольный  
4) логическое обоснование 
5) благосостояние 
6) стимул  
7) экономия на масштабах 
8) новая отрасль 
9) преуспевающий  
10) ассигновать  
11) предпринимательство  
12) падение (строя)  
13) создавать барьеры 
14) вялый (рост) 
15) вмешиваться  (о государстве) 

 
3.Translate the following sentences into English. 

1. Правительство вынуждено принять программу 
протекционистских мер для защиты новых отраслей от 
международной конкуренции. 

2. Строительство двух новых цехов (shops) позволит добиться 
экономии на масштабах производства. 

3. За последние годы существенно возросли объемы внешней 
торговли и приток (inflow) прямых зарубежных инвестиций. 

4. Государственные субсидии в ближайшие годы приведут к 
существенному росту расходов на НИОКР. 

5. Частная собственность является неотъемлемой (integral) чертой 
рыночной экономики. 

6. Отмена частной собственности привела к падению 
капиталистического строя. 

7. Несмотря на то, что компания находится на грани (on the verge) 
банкротства, руководство уделяет особое внимание 
приоритетам производственной деятельности. 

8. Так как компания проводит масштабную (full-scale)  
реструктуризацию, было объявлено о сокращении 
производственных издержек. 
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9. Правительство предложило программу льгот, которая позволит 
малому бизнесу повысить свою прибыль в обозримом 
будущем. 

10. В будущем году будет принято новое антимонопольное 
законодательство. 

11. Благосостояние граждан постоянно растет благодаря новой 
политике, проводимой правительством лейбористов. 

12. Любая экономическая система действует по определенным 
законам. 

13. В любом государстве существует несколько форм 
собственности. 

14. Смешанная экономика сочетает в себе черты рыночной и 
коммандной экономических систем. 

15. Предприниматели получают прибыль, которая является 
стимулом для дальнейшего развития бизнеса. 

 
 4.Render the text in English. 

Административно-командная система  
Эта система господствовала ранее в СССР, странах Восточной 

Европы и ряде азиатских государств. Характерными чертами 
административно-командной системы являются общественная (а в 
реальности государственная) собственность практически на все 
экономические ресурсы, сильная монополизация и бюрократизация 
экономики, централизованное, директивное, экономическое 
планирование как основа хозяйственного механизма. 

Хозяйственный механизм административно-командной системы 
имеет ряд особенностей. Он предполагает, во-первых, 
непосредственное управление всеми предприятиями из единого 
центра — высших эшелонов государственной власти, что сводит на 
нет самостоятельность хозяйственных субъектов. Во-вторых, 
государство полностью контролирует производство и распределение 
продукции, в результате чего исключаются свободные рыночные 
взаимосвязи между отдельными предприятиями. В-третьих, 
государственный аппарат руководит хозяйственной деятельностью с 
помощью преимущественно административно-командных 



 23

(директивных) методов, что подрывает материальную 
заинтересованность в результатах труда. 

При чрезмерной централизации исполнительной власти 
развивается бюрократизация хозяйственного механизма и 
экономических связей. По своей природе бюрократический 
централизм не способен обеспечить рост эффективности 
хозяйственной деятельности. Дело здесь, прежде всего, в том, что 
полное огосударствление хозяйства вызывает невиданную по своим 
масштабам монополизацию производства и сбыта продукции.  

 Гигантские монополии, утвердившиеся во всех областях 
народного хозяйства и поддерживаемые министерствами и 
ведомствами, при отсутствии конкуренции не заботятся о внедрении 
новинок техники и технологии. Для порождаемой монополизмом 
дефицитной экономики характерно отсутствие нормальных 
материальных и людских резервов на случай нарушения 
сбалансированности народного хозяйства. 

В странах с административно-командной системой решение 
ключевых экономических задач имело свои специфические 
особенности. В соответствии с господствовавшими идеологическими 
установками задача определения объема и структуры продукции 
считалась слишком серьезной и ответственной, чтобы передать ее 
решение непосредственным производителям — промышленным 
предприятиям, колхозам и совхозам. Поэтому структура 
общественных потребностей определялась центральными плановыми 
органами. Однако поскольку детализировать и предвидеть изменение 
общественных потребностей в таких масштабах принципиально 
невозможно, эти органы руководствовались преимущественно 
задачей удовлетворения минимальных потребностей. 

Централизованное распределение материальных благ, трудовых 
и финансовых ресурсов осуществлялось без участия 
непосредственных производителей и потребителей. Оно происходило 
в соответствии с заранее выбранными как «общественные» целями и 
критериями, на основе централизованного планирования. 
Значительная часть ресурсов в соответствии с господствовавшими 
идеологическими установками направлялась на развитие военно-
промышленного комплекса. 
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Распределение созданной продукции между участниками 
производства жестко регламентировалось центральными органами 
посредством повсеместно применяемой тарифной системы, а также 
централизованно утверждаемых нормативов средств фонда 
заработной платы. Это вело к преобладанию уравнительного подхода 
к оплате труда. 

Нежизнеспособность этой системы, ее невосприимчивость к 
достижениям НТР и неспособность обеспечить переход к 
интенсивному типу экономического развития сделали неизбежными 
коренные социально-экономические преобразования почти во всех 
социалистических (коммунистических) странах. Стратегия 
экономических реформ в этих странах определяется законами 
развития мировой цивилизации, в результате чего с большей или 
меньшей скоростью там строится современная рыночная экономика. 

 
KEY WORDS: command/ planned economy; to prevail; public ownership; 
state ownership; bureaucratization; economic mechanism; direct 
administration; top layers; to bring independence to nothing; economic 
entities; state machinery; interested motives; the executive; giant 
monopolies established in all segments; ministries and departments; 
unprofitable; ideological purposes; collective farm, kolkhoz; state farm, 
sovkhoz; material welfare; military complex; tariff system; egalitarian 
approach to pay; helplessness.  

 
5.Translate the following texts into Russian. 

A Mixed Economy: The Role of the Market 
The United States is said to have a mixed economy because privately 

owned businesses and government both play important roles. Indeed, some 
of the most enduring debates of American economic history focus on the 
relative roles of the public and private sectors. 

The American free enterprise system emphasizes private ownership. 
Private businesses produce most goods and services, and almost two-thirds 
of the nation's total economic output goes to individuals for personal use 
(the remaining one-third is bought by government and business). The 
consumer role is so great, in fact, that the nation is sometimes characterized 
as having a "consumer economy." 
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This emphasis on private ownership arises, in part, from American 
beliefs about personal freedom. From the time the nation was created, 
Americans have feared excessive government power, and they have sought 
to limit government's authority over individuals – including its role in the 
economic realm. In addition, Americans generally believe that an economy 
characterized by private ownership is likely to operate more efficiently 
than one with substantial government ownership. 

Why? When economic forces are unfettered, Americans believe, 
supply and demand determine the prices of goods and services. Prices, in 
turn, tell businesses what to produce; if people want more of a particular 
good than the economy is producing, the price of the good rises. That 
catches the attention of new or other companies that, sensing an 
opportunity to earn profits, start producing more of that good. On the other 
hand, if people want less of the good, prices fall and less competitive 
producers either go out of business or start producing different goods. Such 
a system is called a market economy. A socialist economy, in contrast, is 
characterized by more government ownership and central planning. Most 
Americans are convinced that socialist economies are inherently less 
efficient because government, which relies on tax revenues, is far less 
likely than private businesses to heed price signals or to feel the discipline 
imposed by market forces. 

There are limits to free enterprise, however. Americans have always 
believed that some services are better performed by public rather than 
private enterprise. For instance, in the United States, government is 
primarily responsible for the administration of justice, education (although 
there are many private schools and training centers), the road system, 
social statistical reporting, and national defense. In addition, government 
often is asked to intervene in the economy to correct situations in which the 
price system does not work. It regulates "natural monopolies," for example, 
and it uses antitrust laws to control or break up other business 
combinations that become so powerful that they can surmount market 
forces. Government also addresses issues beyond the reach of market 
forces. It provides welfare and unemployment benefits to people who 
cannot support themselves, either because they encounter problems in their 
personal lives or lose their jobs as a result of economic upheaval; it pays 
much of the cost of medical care for the aged and those who live in 
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poverty; it regulates private industry to limit air and water pollution; it 
provides low-cost loans to people who suffer losses as a result of natural 
disasters; and it has played the leading role in the exploration of space, 
which is too expensive for any private enterprise to handle. 

In this mixed economy, individuals can help guide the economy not 
only through the choices they make as consumers but through the votes 
they cast for officials who shape economic policy. In recent years, 
consumers have voiced concerns about product safety, environmental 
threats posed by certain industrial practices, and potential health risks 
citizens may face; government has responded by creating agencies to 
protect consumer interests and promote the general public welfare. 

The U.S. economy has changed in other ways as well. The population 
and the labor force have shifted dramatically away from farms to cities, 
from fields to factories, and, above all, to service industries. In today's 
economy, the providers of personal and public services far outnumber 
producers of agricultural and manufactured goods. As the economy has 
grown more complex, statistics also reveal over the last century a sharp 
long-term trend away from self-employment toward working for others.  

 
 Text Vocabulary 

tax revenue доходы от налогов Shrinking economies mean 
falling tax revenues and more 
government debt. 

market force рыночная сила Competitiveness is, assuredly, 
not going to happen by 
leaving events to market 
forces alone.  

administration of 
justice 

отправление правосудия The public has a right to be 
informed about the 
administration of justice in 
the Crown Court. 

natural 
monopoly 

естественная монополия Natural monopolies are 
typically utilities such as 
water, electricity, and natural 
gas. 

unemployment 
benefit 

пособие по безработице Unemployment benefit is 
money that some people 
receive from the state when 
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they do not have a job and 
unable to find one. 

low-cost loan дешевый кредит Companies have had no 
access to low-cost loans 
recently. 

to suffer losses нести убытки As you failed to deliver the 
goods in time, we suffered 
great losses. 

natural disaster стихийное бедствие We have suffered losses due 
to a natural disaster. 

product safety безопасность товара Product safety is required by 
the EU standards. 

long-term trend долгосрочная тенденция As you may see in the chart, 
the long-term trend is on the 
rise. 

 
How the US Economy Works 

In every economic system, entrepreneurs and managers bring 
together natural resources, labor, and technology to produce and distribute 
goods and services. But the way these different elements are organized and 
used also reflects a nation's political ideals and its culture. 

The United States is often described as a "capitalist" economy, a term 
coined by 19th-century German economist and social theorist Karl Marx to 
describe a system in which a small group of people who control large 
amounts of money, or capital, make the most important economic 
decisions. Marx contrasted capitalist economies to "socialist" ones, which 
vest more power in the political system. Marx and his followers believed 
that capitalist economies concentrate power in the hands of wealthy 
business people, who aim mainly to maximize profits; socialist economies, 
on the other hand, would be more likely to feature greater control by 
government, which tends to put political aims - a more equal distribution of 
society's resources, for instance - ahead of profits. 

While those categories, though oversimplified, have elements of truth 
to them, they are far less relevant today. If the pure capitalism described by 
Marx ever existed, it has long since disappeared, as governments in the 
United States and many other countries have intervened in their economies 
to limit concentrations of power and address many of the social problems 
associated with unchecked private commercial interests. As a result, the 
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American economy is perhaps better described as a "mixed" economy, 
with government playing an important role along with private enterprise. 

Although Americans often disagree about exactly where to draw the 
line between their beliefs in both free enterprise and government 
management, the mixed economy they have developed has been 
remarkably successful.  

 
 Text Vocabulary 

to vest power наделять властью The mass media have been 
vested with significant power 
as social and political agents 
in modern developed 
societies. 

unchecked некотролируемый  The provision gives the 
president total and unchecked 
power. 

 
 
VOCABULARY OF THE MODULE 
administration of justice 
after-sale service 
allocate  
antitrust  
bankruptcy  
competitor 
demise  
dramatically  
economic system 
economies of scale 
enterprise 
entrepreneur  
erect barrier (to) 
foreign direct 
investment 
free market 
goods 
incentive  
infant industry 
intervene 
long-term trend 

low-cost loan 
market economy 
market force 
mixed economy 
natural disaster 
natural monopoly 
output 
planned economy 
priority 
private ownership 
product safety 
production costs 
profit margin 
prosperous 
public good  
public ownership 
R&D 
rationale 
stagnant 
state subsidy 
state-owned enterprise 

subsistence 
suffer losses 
tax revenue 
traditional economy 
unchecked 
unemployment benefit 
vest power 
welfare  
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MODULE 2. Money and Finance  
This module deals with the components of the financial 
system and the activities of financial institutions as well 
as money matters.   
 
LEAD-IN 
The need for money in any society arises out of the process of 
exchange. Anything which is used to promote the exchange of goods 
and services is therefore thought of as money, and its existence 
eliminates the need to exchange goods directly for other goods 
through barter. Today we use notes, coins and cheques to buy goods 
and to settle debts. 
 

 What can serve as money? 
 What does any financial system include? 
 What kind of activities is any central bank involved in? 
 What is a stock exchange? What does it trade in? Have a 
brainstorm. 

 

 
borrower         lender       merchant bank 

intermediary     stock exchange       credit risk 
central bank       corporate finance    funds  

 
 

 Look through the words in the Key Vocabulary Section. Translate 
the sentences given in the right column.  

 Key Vocabulary 
borrower заемщик  The lenders of money have an 

obligation to lend prudently 
and if they do not check the 
creditworthiness of the 
borrower. 

lender кредитор Halifax was the lead lender 
on the project with total 
exposure of £26m. 

merchant bank коммерческий банк (особ. в The case centres around a Mr 
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Великобритании) X, accused with several 
others of setting up a bogus 
merchant bank used to 
conduct fraudulent 
transactions. 

central bank центральный банк The Central Bank has frozen 
all remittances of profits, 
dividends and interest. 

intermediary посредник Before the war, the most 
common intermediary 
between a potential employee 
and an employer was the 
employment agency. 

funds средства Since we came into office, we 
have increased the funds 
available to the research 
councils. 

credit risk кредитный риск The new scheme will assess 
the credit risk of new 
borrowers. 

corporate finance корпоративные финансы Corporate finance that looked 
right under the old rules can 
look drastically wrong if the 
rules change. 

stock exchange фондовая биржа Last month Shanghai even 
launched a computerised 
stock exchange. 

 
READING SKILLS 

 Skim the text and give a suitable heading to each part. 
 Try to find the key sentence in each paragraph. 
 Make comments on the statements in italics. 

 
 The UK Financial System 

I. 
There are three kinds of operator in the UK financial system: 

1. Lenders and borrowers – persons, companies, government. 
2. Financial institutions – which act as intermediaries between lenders and 
borrowers, and manage their own asset portfolios. 
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3. Markets – where money is lent and borrowed, and paper assets are 
bought and sold. These include the discount or bill market (the traditional 
London money market), the newer or parallel money markets, the gilt-
edged market, and the Stock Exchange. 
 

II. 
Financial assets are issued by borrowers and traded by financial 

institutions who hold them. These assets are of two basic kinds – bills and 
bonds, and shares (equities). A bond is an interest-bearing asset issued by 
central or local governments, companies, banks and other institutions. Bills 
are three month assets issued by the Treasury and some companies. 
Equities (or shares) are non-redeemable assets issued by companies and 
investors are actually buying part ownership (a share) of a company. 

Any higher yield on one type of asset would cause financial 
institutions to adjust their ‘portfolios’ in favour of that asset. The higher 
demand would raise the market price of the asset and thereby reduce the 
yield. 

Assets are imperfect substitutes because they possess different 
characteristics with respect to liquidity, marketability and profitability. 

III. 
Since 1990 the bank of England has dropped the term ‘monetary 

sector’ preferring to refer to the institutions in it as ‘UK banks’. These 
include: 

(a) ‘retail banks’ – banks which either participate in the UK clearing 
system or have extensive branch networks; 

(b) merchant banks; 
(c) other British banks; 
(d) American banks; 
(e) Japanese banks; 
(f) other overseas banks; 
(g) the building societies. 

IV. 
The Bank of England is divided into the Issue Department, which is 

part of the public sector accounting system, and the Banking Department. 
Its functions can be divided into those which are required by its role as 
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banker to the government and those which it performs as banker to the 
banks. 

As banker to the government it must: 
 implement monetary policy by manipulating interest rats, using direct 
controls, or restricting bank credit as necessary; 

 regulate the issue of legal tender; 
 manage both the issue and redemption of government stock; 
 keep the government’s accounts; 
 use official reserves to intervene in the foreign exchange market. 

 As banker to the banks it must: 
 supervise the cheque clearing system; 
 act as ‘lender of last resort’ to the banking system; 
 exercise supervision over the banking system as a whole. 

 The Bank also acts as banker to overseas central banks, as well as to 
international organizations and other institutions, companies and private 
individuals. 
 

COMPREHENSION 
 What does the British financial system consists of? 
 Describe the discount market. 
 What assets are traded by financial institutions? 
 What does the term ‘UK banks’ cover? 
 Describe the functions a central bank fulfils. 
 
 Text Vocabulary 

asset portfolio портфель ценных бумаг; 
инвестиционный портфель 

As with other intermediaries, 
the nature of these liabilities 
influences the composition of 
the asset portfolio. 

paper asset ценная бумага на активы They lend the money provided 
by those savers to borrowers, 
who may issue a paper asset 
in return. 

discount market учетный рынок SYN: bill market 
The oldest of the money 
markets is the discount 
market. 
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gilt-edged  первоклассный  (о ценных 
бумагах)  

SYN: gilt  
Farrington Stead dealt in 
gilt-edged securities. 

bond облигация  The new benchmark ten-year 
government bond yielded 
6.3% on February 20th. 

bill вексель They take in surplus funds 
from other institutions and 
use the funds to deal in 
treasury and commercial 
bills. 

share акция SYN: equity 
Net earnings per share were 
$0.04. 

interest-bearing процентный  They are offering interest-
bearing current accounts to 
customers, but attracting few 
new deposits. 

Treasury казначейство; министерство 
финансов 

The Treasury could receive a 
substantial boost to tax 
revenues next month. 

non-redeemable не подлежащий выкупу или 
погашению 

Equities (or shares) are non-
redeemable assets issued by 
companies. 

yield доход (по ценной бумаге) On May 18th the yield on 
long-dated Treasury bonds 
rose above 7%. 

liquidity ликвидность The local financial system 
has been drained of liquidity. 

marketability реализуемость Marketability varies between 
assets; some assets are easily 
realizable. 

retail bank банк, занимающийся 
обслуживанием мелких 
клиентов 

The term retail bank covers 
the London, Scottish and Irish 
clearing banks. 

building society строительное общество The Halifax Building 
Society's house-price index 
jumped by 1.6% in April. 

issue department департамент эмиссии The Bank of England is 
divided into the Issue 
Department, which is part of 
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the public sector accounting 
system, and the Banking 
Department. 

legal tender законное платежное средство This was a currency reform, 
by which 50- and 100-rouble 
banknotes stopped, at a few 
hours' notice, being legal 
tender. 

redemption выкуп; погашение The Bank also manages the 
redemption of existing stock 
in such a way as to smooth 
the demands on the 
government's financial 
resources. 

to intervene  вмешиваться (о государстве) The Government intervened 
to stop them. 

foreign exchange 
market 

валютный рынок There are many foreign 
exchange markets, e.g. 
London, New York, Zurich, 
but however the main one is 
the London foreign exchange 
market. 

clearing system система расчетов In the United States, 
interbank clearing is done 
through the Automated 
Clearing House. 

lender of last 
resort 

кредитор последней 
инстанции (как правило, 
центральный банк) 

The Bank of England acts as 
lender of last resort to the 
domestic banking system, in 
that it will provide funds to 
the banking sector when it is 
short of cash. 

supervision надзор Such reforms would greatly 
improve the quality of 
parliamentary supervision. 

 
READING SKILLS 

 Skim the text to find out what it is about.  
 Headline the text. 
____________________________________________________ 
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One of the marks of a highly developed economy is the existence of a 
sophisticated financial system. Any financial system exists to mediate 
between those who wish to lend money and those who wish to borrow it.  
Mediation is necessary because lenders and borrowers have different 
needs. Lenders want low-risk outlets for their money, which also offer 
attractive returns. They want to be able to lend without having to search for 
a suitable borrower, and to get their money back quickly if their own need 
for liquidity changes. Borrowers, on the other hand, often need to borrow 
money for longer periods of time, as in the case of industrial investment or 
house purchase. They need to be able to obtain funds quickly and easily 
and in return they are willing to issue IOUs such as bills or bonds which 
are, in effect, claims against themselves. These pieces of paper can be sold 
by those who hold them (i.e. lenders) on financial markets such as the 
Stock Exchange or the discount market if money is needed before the loan 
is due to be repaid. The buyers of these claims are often the financial 
institutions, who buy them in order to hold them as assets. 

The whole process of matching the needs of lenders and borrowers is 
known as ‘financial intermediation’, and the institutions which play a part 
in this process are known as ‘financial intermediaries’. Their main function 
is to channel funds from those willing to lend to those willing to borrow, 
given that lenders and borrowers often have very different needs. Paper 
claims can be generated either by the financial intermediary issuing a claim 
to the lender – for instance, a certificate of deposit, or the borrower issuing 
a claim to the financial intermediary – for instance, a bond or a share. As 
we see, these claims may then be traded on the ‘secondary’ market, the 
market for already existing securities. 
 

COMPREHENSION 
 Why is mediation necessary in any financial system? 
 Define financial intermediation. 
 What is the secondary market? 

 

 Text Vocabulary 
IOU  долговая расписка 

сокр. от  I owe you – я вам 
должен 

She gave us an IOU for three 
million pounds and told us to 
get lost. 

loan  заем; ссуда While others advertise 
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building societies, he has 
enough problems securing a 
loan. 

to repay возвращать (ссуду; займ) But to repay the loan, you pay 
monthly contributions to a 
Personal Equity Plan. 

assets  активы  Most banks are requested by 
their central bank to keep a 
certain proportion of their 
assets in a liquid form. 

certificate of 
deposit 

депозитный сертификат A certificate of deposit is a 
promissory note issued by a 
bank.  

 
EXERCISES 

1.Translate the following sentences into Russian, paying attention 
 to the active vocabulary. 

1. The average borrower with a £30,000 25 year loan will see 
monthly repayments rise from £278 a month to £298. 

2.There's no doubt that to operate these schemes you have to be a 
sensitive lender. 

3. Merchant bank Morgan Grenfell says the honeymoon is over and 
the implications for building societies could be serious. 

4. At its annual meeting on May 31st, the central bank's new 
governor, Antonio Fazio, warned that Italian banks should invest 
only in financially healthy companies. 

5. Borrowers are increasingly sophisticated and thus have less need 
of information that the intermediary can offer. 

6. Loans are unsecured and there is no lender of last resort. 
7. Finally, bonds can be classified according to their default risk (or 

credit risk). 
8. Developments in the area need to be watched by those with 

interests in corporate finance and strategy. 
9. Asset portfolio adjustments by these various groups can nowadays 

have a dominant effect on foreign exchange markets. 
10. The Bank of England operates in the discount market by buying 

(rediscounting) and selling bills. 
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11. Instead, the money supply might contract over a period of time as 
the banking sector adjusts stage by stage to successive sales of 
gilt-edged securities. 

12. While firms wait for their luck to turn, investors are doing their 
best to ignore both the horrible results which companies have just 
begun to announce for last year and the recent sharp decline in 
bond prices. 

13. Earnings per share were 25.16p against 37.90p. 
14. Banks and building societies offered a much wider range of 

interest-bearing deposits. 
15. The same is true in cases where coins have ceased to be legal 

tender because of a change of political regime. 
 
2. Match each word/ phrase  with its translation. 

____ certificate of deposit  
____ lender of last resort 
____ redemption  
____ supervision 
____ clearing system 
____ yield 
____ discount  market 
____ bond  
____ stock exchange 
____ IOU  
____ to repay a loan 
____ legal tender 
____ assets 
____ building society 
____ interest-bearing 
 

1) долговая расписка 
2) облигация  
3) строительное общество 
4) активы  
5) кредитор последней инстанции 
6) процентный  
7) возвращать ссуду 
8) надзор  
9) погашение  
10) депозитный сертификат 
11) учетный рынок  
12) система расчетов 
13) доход (по ценной бумаге) 
14) фондовая биржа 
15) законное платежное средство 

 
3.Translate the following sentences into English. 

1. Векселя могут быть проданы их держателями на финансовых 
рынках, например, на фондовой бирже. 

2. Банк Англии является кредитором последней инстанции для 
коммерческих банков. 
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3. Центральный банк осуществляет надзор за системой расчетов по 
чекам. 

4. Первоклассные ценные бумаги могут быть приобретены на 
рынке. 

5. Ценные бумаги продаются и покупаются на первичном и 
вторичном рынках. 

6. Любые колебания на рынке заставляют финансовые институты 
корректировать свои инвестиционные портфели. 

7. Заемщики и кредиторы действуют через посредников. 
8. Центробанк проводит кредитно-денежную политику, управляя 
процентными ставками, а также, при необходимости,  
ограничивая банковский кредит. 

9. Ведущим звеном государственной финансовой системы 
развитых стран является государственный бюджет - основной 
финансовый план государства, имеющий силу закона. 

10. Центральный банк регулирует эмиссию законных платежных 
средств, к которым относят банкноты, монеты и пр. 

11. К видам деятельности, осуществляемой в рамках финансовой 
системы, относят бюджетирование, финансирование, 
инвестирование, налогообложение, страхование, финансово-
бухгалтерская деятельность, аудит, финансовое 
инспектирование. 

12. Для проведения интервенций на валютных рынках государство 
использует государственные резервы. 

13. В любом центральном банке есть департамент эмиссии, в 
функции которого входит выпуск законных платежных средств. 

14. Финансовая система Великобритании включает также 
строительные общества, коммерческие банки и другие 
британские банки. 

15. Акции представляют собой активы, выпускаемые компаниями. 
Инвесторы, покупая их, получают право частичной 
собственности на компанию. 
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4.Render the texts in English. 
  

   I. Финансовые институты – это финансовые учреждения и все 
структурные подразделения Государственной налоговой службы РФ. 

К финансовым институтам относятся: банки, небанковские 
кредитные организации, страховые компании, негосударственные 
пенсионные фонды, лизинговые компании и др. 

Большинство этих институтов действуют как финансовые 
посредники. 

Финансовый посредник – экономический субъект, который 
аккумулирует денежные средства граждан и хозяйствующих 
субъектов, преумножает эти средства за счёт прибыльной  
деятельности и эффективности их мобилизации в производство. 

Содержание деятельности финансовых учреждений. 
Банк – кредитная организация, которая имеет исключительное 

право осуществлять в совокупности следующие операции: 
 привлечение денежных средств граждан и хозяйствующих 
субъектов во вклады; 

 размещение этих средств от своего имени и за свой счёт на 
условиях возвратности, платности и срочности, 

 открытие и ведение счетов граждан и хозяйствующих 
субъектов. 

Банк призван накапливать временно свободные денежные 
средства, предоставлять кредиты, проводить операции с ценными 
бумагами, взаимными платежами и расчётами между 
хозяйствующими субъектами и гражданами. 
 
KEY WORDS: structural units; non-bank institutions; non-state; 
intermediary; funds; entities; gainful/ profitable; to increase funds; raising 
funds effectively; in the aggregate; deposits; allocation; on behalf of; in 
sb’s favour; reimbursement; repayment; handling an account; spare funds; 
securities; clearing system. 
 

II. Государственный бюджет 
Центральное место в системе государственных финансов 

занимает государственный бюджет. 



 40

Бюджетная система представляет собой довольно сложный 
механизм, отражающий особенности той или иной страны, ее 
социально-экономического устройства. Эта система формируется на 
основе социальных, экономических, правовых и других особенностей, 
характерных для того или иного государства. 

Структура бюджета страны зависит от ее государственного 
устройства. В унитарных государствах бюджетная система имеет 
двухъярусное построение – государственный и местный бюджеты. В 
странах с федеральным устройством, таких как Россия, США, 
Германия, имеется еще одно звено – бюджеты штатов, земель или 
других федеральных субъектов. 

Государственный бюджет представляет собой централизованный 
фонд денежных средств, которыми располагает правительство страны 
для содержания госаппарата, армии, а также выполнения социально-
экономических функций. Бюджет в современном государстве 
является мощным рычагом регулирования экономики и проведения 
экономической политики. 

 
KEY WORDS: social and economic system; unitary state; two-tier 
structure; level; federal entities; federal form of government; to maintain 
state machinery; powerful instrument; to pursue a policy. 

 
5.Translate the following texts into Russian. 
Headline the first text below. 

____________________________________________________ 
Companies need finance for four main reasons: 
1. Working capital for stocks and work in progress. 
2. Cash to finance trade credit. 
3. Funds to replace plant and equipment. 
4. Capital for new investment. 
Companies can meet these needs by internal financing – maintaining 

a liquidity cushion and/ or retaining profits rather than distributing them to 
shareholders. Alternatively, they can use external financing – they can 
borrow from banks, issue debt, or issue shares. The choice of financing 
method will clearly be constrained by availability of different forms of 
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finance, but there are other factors which have a greater influence on 
company’s decisions.  

 

 Text Vocabulary 
working capital оборотный капитал These included, for example, 

management of working 
capital, product 
differentiation and cost 
management. 

work in progress незавершенное производство Work in progress indicates 
any good that is not 
considered to be a final 
product. 

plant and 
equipment 

основной капитал  We have more Plant & 
Equipment for sale in other 
states. 

internal 
financing 

внутреннее финансирование External financing is the 
phrase used to describe funds 
that firms obtain from outside 
of the firm. 

shareholder акционер The state of shareholder 
inactivity that results from 
these factors, it is argued, 
enables managers to pursue 
objectives of their own 
choosing. 

external 
financing  

внешнее финансирование External financing is the 
phrase used to describe funds 
that firms obtain from outside 
of the firm. 

to issue  выпускать (акции, 
облигации) 

Companies may issue bonds 
or shares to investors as a 
method of financing the 
business. 

 
The Capital Market & Stock Exchanges 

The capital market is concerned with the provision of long-term 
finance for both private and public sector (primary market activity), as well 
as the trading of existing bonds and equities (secondary market activity). 
The Stock Exchange is the traditional centre of the capital market. 
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There are thousands of stocks, but shares of the largest, best-known, 
and most actively traded corporations generally are listed on the New York 
Stock Exchange (NYSE). The exchange dates its origin back to 1792, 
when a group of stockbrokers gathered under a buttonwood tree on Wall 
Street in New York City to make some rules to govern stock buying and 
selling. By the late 1990s, the NYSE listed some 3,600 different stocks. 
The exchange has over 1,300 members, or "seats," which are bought by 
brokerage houses at hefty prices and are used for buying and selling stocks 
for the public. Information travels electronically between brokerage offices 
and the exchange, which requires 200 miles (320 kilometers) of fiber-optic 
cable and 8,000 phone connections to handle quotes and orders. 

How are stocks traded? Suppose a school teacher in California wants 
to take an ocean cruise. To finance the trip, she decides to sell 100 shares 
of stock she owns in General Motors Corporation. So she calls her broker 
and directs him to sell the shares at the best price he can get. At the same 
time, an engineer in Florida decides to use some of his savings to buy 100 
GM shares, so he calls his broker and places a "buy" order for 100 shares at 
the market price. Both brokers wire their orders to the NYSE, where their 
representatives negotiate the transaction. All this can occur in less than a 
minute. In the end, the schoolteacher gets her cash and the engineer gets 
his stock, and both pay their brokers a commission. The transaction, like all 
others handled on the exchange, is carried out in public, and the results are 
sent electronically to every brokerage office in the nation. 

Stock exchange "specialists" play a crucial role in the process, 
helping to keep an orderly market by deftly matching buy and sell orders. 
If necessary, specialists buy or sell stock themselves when there is a 
paucity of either buyers or sellers. 

The smaller American Stock Exchange, which lists numerous energy 
industry-related stocks, operates in much the same way and is located in 
the same Wall Street area as the New York exchange. Other large U.S. 
cities host smaller, regional stock exchanges. 

The largest number of different stocks and bonds traded are traded on 
the National Association of Securities Dealers Automated Quotation 
system, or Nasdaq. This so-called over-the-counter exchange, which 
handles trading in over 5,000 stocks, is not located in any one place; rather, 
it is an electronic communications network of stock and bond dealers. The 
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National Association of Securities Dealers, which oversees the over-the-
counter market, has the power to expel companies or dealers that it 
determines are dishonest or insolvent. Because many of the stocks traded in 
this market are from smaller and less stable companies, the Nasdaq is 
considered a riskier market than either of the major stock exchanges. But it 
offers many opportunities for investors. By the 1990s, many of the fastest 
growing high-technology stocks were traded on the Nasdaq.  

 

 Text Vocabulary 
primary market первичный рынок The primary is that part of 

the capital markets that deals 
with the issuance of new 
securities. 

secondary 
market 

вторичный рынок The secondary market is the 
financial market for trading 
of securities that have 
already been issued in an 
initial private or public 
offering. 

to list a company проводить регистрацию 
(листинг) акций компании на 
фондовой бирже, чтобы 
начать торговлю ими 

If you would like your 
company listed on 
blueboomerang.com simply 
fill in the form. 

New York Stock 
Exchange, the 

Нью-Йоркская фондовая 
биржа 

ABBR: NYSE  
Your stockbroker, who works 
for a brokerage house, will 
charge you fees for each 
transaction that you conduct. 

stockbroker фондовый брокер Until 1984 the only way to 
buy shares in investment 
trusts was through a 
stockbroker. 

buttonwood tree платан  Buttonwood Tree Agreement  
"Соглашение платанового 
дерева", договоренность о 
начале биржевых операций 
в Нью-Йорке, 1792 г. 

brokerage house брокерская фирма Your stockbroker, who works 
for a brokerage house, will 
charge you fees for each 
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transaction that you conduct. 
quote котировка The bid quote shows the price 

and quantity at which a 
current buyer is willing to 
purchase the shares. 

savings мн.  сбережения  There are four possible ways 
of building up savings in your 
pension plan. 

buy order приказ на покупку ценных 
бумаг (приказ брокеру 
купить определенное число 
ценных бумаг по 
определенной цене) 

Whoever received and 
processed a buy order would 
gain both the commission and 
a client, without having had 
to prospect in the first place. 

transaction  сделка  SYN: deal 
The database where the 
request originates is 
responsible for co-ordinating 
the transaction among its 
different participants. 

Nasdaq сокр. от National Association 
of Securities Dealers 
Automated Quotation  экон. 
американская фондовая 
биржа, специализирующаяся 
на акциях 
высокотехнологичных 
компаний, одна из трех 
основных фондовых бирж 
Америки наряду с NYSE и 
AMEX, контролируется 
SEC1; название происходит 
от автоматической системы 
получения котировок, 
положившей начало бирже 

VARIANT: NASDAQ 
We are looking at options 
which will almost certainly 
include a Nasdaq listing. 

over-the-counter продаваемый без посредства 
биржи, без посредника, 

The phrase "over-the-
counter" can be used to refer 

                                                 
1 сокр. от Security Exchange Commission  амер. Комиссия по ценным бумагам 
(создана актом Конгресса США в 1934 году в целях предотвращения 
повторений биржевых крахов, подобных обвалу 1929 года, вызвавшего 
Великую Депрессию; следит за соблюдением и вводит правила торговли на 
биржах США) 
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напрямую (о ценной бумаге) to stocks that trade via a 
dealer network as opposed to 
on a centralized exchange. 

insolvent  неплатежеспособный; 
разорившийся 

The World Bank concluded 
that Hungary's two largest 
commercial banks, Magyan 
Hitel and Kereskedelmi, are 
technically insolvent. 

 
The Nature of Money 

At other times and in other places money takes different forms. 
Historically many different commodities have been used as money – gold 
is probably the most widely known of these – but even today, in some parts 
of the world, commodities such as shells or large stones are used as money. 
For any commodity to function as money it must fulfil four functions: 

1. It must act as a unit of account, i.e. the unit used to express the 
relative values of different commodities. 

2. It must act as a standard of deferred payment, i.e. a means by 
which spending can be deferred from the present to some future date, as in 
the case of contracts. 

3. It must act as a store of value, i.e. a means by which today’s wealth 
can be retained for future use. 

4. It must act as a medium of exchange, i.e. a means by which the 
process of exchange can be separated into two distinct acts of buying and 
selling, without requiring that the seller should purchase goods from the 
person who buys his goods, or vica versa. 

The commodity chosen as money varies depending on its major 
function. In societies where money is primarily used as a wealth form 
money can take the form of livestock – cattle, for instance – or large 
stones, or precious metals. The most important characteristics of these 
commodities are durability and stable value. In exchange economies the 
commodity chosen will need to have the characteristics of portability, 
divisibility and homogeneity. In such economies the money stock typically 
comprises coins, notes and deposits, represented in transactions by 
cheques. All money commodities will have to be recognizable as such, and 
in addition, in economies where there is a lack of stability in the financial 
system, or where the financial system is not developed, the money 
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commodity will need to have intrinsic value, i.e. to be useful for some 
purpose other than money. Thus, it can be seen that it is not necessary for 
money to be legal tender. Money can be anything in which people have 
confidence that it will perform the four functions we noted above. 

The most useful definition of money is therefore that ‘money is 
anything which is generally acceptable as such’. This definition allows for 
the fact that the commodity chosen as money will vary according to the 
circumstances prevailing in particular economies.  

 

 Text Vocabulary 
barter бартер, меновая торговля; 

товарообмен 
We can therefore conclude 
that in these societies a 
different system of exchange 
or barter was used for basic 
daily transactions. 

commodity товар, преимущественно 
сырьевой или биржевой 

Although most types of 
commodity money have an 
intrinsic value, i.e. alternative 
use(s) to acting as money, all 
apart from precious metals 
have disadvantages. 

unit of account счетная единица A unit of account is a 
standard monetary unit of 
measurement of the market 
value/cost of goods, services, 
or assets. 

deferred 
payment 

средство накопления  This is distinct from the 
standard of deferred payment 
function. 

store of value мера стоимости To act as a store of value, a 
commodity, a form of money, 
or financial capital must be 
able to be reliably saved, 
stored, and retrieved. 

medium of 
exchange 

средство обращения A medium of exchange is an 
intermediary used in trade to 
avoid the inconveniences of a 
pure barter system. 

 



 47

VOCABULARY OF THE MODULE 
 
asset portfolio 
assets  
barter 
bill 
bond 
borrower 
brokerage house 
building society 
buttonwood tree 
buy order 
central bank 
certificate of deposit 
clearing system 
commodity 
corporate finance 
credit risk 
deferred payment 
discount market 
external financing  
foreign exchange market 
funds 
gilt-edged  
insolvent  
interest-bearing 
intermediary 
internal financing 
intervene  
IOU  
issue  
issue department 
legal tender 
lender 
lender of last resort 
liquidity 
list a company 
loan  
marketability 
medium of exchange 
merchant bank 
Nasdaq 

New York Stock Exchange, the 
non-redeemable 
over-the-counter 
paper asset 
plant and equipment 
primary market 
quote 
redemption 
repay 
retail bank 
savings 
secondary market 
share 
shareholder 
stock exchange 
stockbroker 
store of value 
supervision 
transaction  
Treasury 
unit of account 
work in progress 
working capital 
yield
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SPEAKING SKILLS SECTION 
Brainstorming. Round Table and Panel Discussions 
 
In Part 1 we are going to brainstorm, discuss ideas at a 
round table and hold a panel discussion. 
 
1.1. 
Brainstorming 
Brainstorming is a way of gathering ideas about a topic. When people 
brainstorm them give their ideas freely without editing or evaluation. 
Criticism is not allowed. All the ideas should be put down whether they are 
brilliant or silly, relevant or common. The aim is to get as many ideas as 
possible. 
 
There are three major types of brainstorming. They are: making a list, 
freewriting, and mapping. Brainstorming is, first of all, a speaking skill, but 
it involves writing as well to fix the results.  
 

1.2. Brainstorm ideas connected with advantages and disadvantages 
of major economic systems. 
1.3. Brainstorm concepts and symbols of the command economy. 
1.4. Brainstorm ideas on the role of banks in economy. 
 

To brainstorm more efficiently, one may use the 
following prompts: 
 
DEFINE THE PROBLEM or RE-DEFINE IT 

1. What is the problem? 
2. Why is it indeed a problem? 
3. For whom is it a problem? 
4. When did it first become a problem? 
5. What is the root of the problem? 

 
ASK QUESTIONS 

1. What caused X? (replace X with your topic) 
2. What can X be compared to? 
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3. Ask your own questions. 
 
EXPLORE THE EVIDENCE 
1. Is this evidence strong? 
2. What issues or flaws are associated with this evidence? 
3. Why should I not believe this evidence? 
 
IDENTIFY ASSUMPTIONS 
1. What is being assumed in this X? 
2. What do people take for granted to be true in X? 
3. Are these assumptions false?  
 
DO RESEARCH 
1. What articles/essays are there about X on the Internet? 
2. What insights do articles/books offer? 

 
1.5. Discussion formats: round table and panel discussion 

 What is the difference between panel discussions and round table 
meetings?  

 Have you ever participated in any of the kind?  
 How many people take part in both?  

 
Panel Discussion is a discussion carried on by a selected group 

of speakers before an audience. A panel consists of a small group of six or 
eight persons, who carry on a guided and informal discussion before an 
audience as if the panel were meeting alone.  

There must be a leader who coordinates and directs the discussion. 
Round Table meetings are held when a topic is more focused, and 

where a rapid response is required. This is often indicated by the social or 
political context and the need for prompt policy guidance in the area. 

They both are well-prepared and arranged group discussions. In both 
cases, there are a number of specific skills (speaking skills, leadership 
skills, and team work skills) that can help students become better able to 
contribute effectively to group discussions.  

 

 Use the functional language in the box below in the following 
assignments. 
1.6. Hold a round table discussion on types of economic systems. 
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1.7. Organize a round table discussion, comparing market economy and 
mixed economy. 
1.8. Have a panel discussion of the financial system of Russia. Invite 
guests to act as your audience.  
 

Giving an opinion 
Giving Strong Opinions 

 I firmly believe that … 
 I’m absolutely convinced that … 
 It’s my belief that … 
 There’s no doubt in my mind that … 
 It’s quite clear that … 
 It’s my considered opinion that … 

Giving Neutral Opinions 
 I think that … 
 In my opinion … 
 It’s my opinion that… 
 As I see it … 
 As far as I’m concerned … 
 From my point of view … 

Giving Tentative Opinions 
 It seems to me that … 
 I would say that … 
 As far as I’m able to judge … 
 I think it would be fair to say that … 

 
Disagreeing 
Strong Disagreement 

 I totally disagree with you. 
 I can’t agree at all. 
 You’re completely mistaken. 
 I disagree entirely. 
 Under no circumstances could I agree to that. 

Softening Neutral Disagreement 
 I’m afraid … 
 I’m sorry, ... 
 With respect, … 
 I respect your opinion, of course, however … 

Neutral Disagreement 
 I don’t completely agree with you on that. 
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 I really can’t agree with you on that. 
 I can’t say that I share your view. 
 We’ll have to agree to differ. 
 I’m not totally convinced by your argument. 
 I can’t accept your point of view. 
 I feel I must disagree. 

Tactful Disagreement 
 I agree up to a point, but … 
 To a certain extent I agree with you, but … 
 You have a point there, but … 
 I can see your point of view, but surely … 
 I have some sympathy with your position, but … 

 
Agreeing 
Strong Agreement 

 I completely agree. 
 I agree entirely with your point of view. 
 I’m of exactly the same opinion. 
 I am in total agreement. 
 I cannot agree more. 

Neutral Agreement 
 I agree. 
 I think we are in agreement on that. 
 I think you’re right. 
 I think we can accept your position on that. 

Partial Agreement 
 I would tend to agree with you on that. 
 I agree with you on the whole, but it could be said 
that… 

 I agree in principle, but … 
 By and large I would accept your views, but … 
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WRITING SKILLS SECTION 
The purpose of Writing Skills Section is to enhance your ability to 
write in standard written English. The writing tasks in the book 
are similar to those required of students in academic courses. 
Mind-Mapping. Outlining 
 
In Part 1 we will study how to write an outline for essay. 
 
1.9. Pre-Writing an Essay: Mind-Mapping  and Outlining 
 
STEP 1. To write an essay one should first make a mind map of what 
should be described in the essay. 
    Brainstorming is the best approach to mind-mapping. 
    List all ideas coming to your mind, follow relations 
    between them. Put your ideas logically. 
 
STEP 2. Write an outline of your future essay. 
    An outline begins with the essay’s thesis statement, 
    reflects the organisation of the essay. 
 
1.10. 

Study the following text and answer the questions below. 
1. What is a mind map? 
2. What are mind maps used for? 
3. What are semantic connections? 
4. Define brainstorming. 
     More on brainstorming see in SPEAKING  
     SKILLS SECTION of Part 1 above. 
5. Why do you think a mind map may encourage brainstorming? 
6. How long have mind maps been used? 
7. What examples of mind map usages from history are mentioned in 

the text? 
A mind map is a diagram used to represent words, ideas, tasks or 

other items linked to and arranged radially around a central key word or 
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idea. It is used to generate, visualize, structure and classify ideas, and as an 
aid in study, organization, problem solving, decision making, and writing. 

It is an image-centered diagram that represents semantic or other 
connections between portions of information. By presenting these 
connections in a radial, non-linear graphical manner, it encourages a 
brainstorming approach to any given organizational task, eliminating the 
hurdle of initially establishing an intrinsically appropriate or relevant 
conceptual framework to work within. 

Origins 
Mind maps (or similar concepts) have been used for centuries, for 

learning, brainstorming, memory, visual thinking, and problem solving by 
educators, engineers, psychologists and people in general. Some of the 
earliest examples of mind maps were developed by Porphyry of Tyros, a 
noted thinker of the 3rd century as he graphically visualised the concept 
categories of Aristotle. Ramon Llull also used these structures of the mind 
map form.  

Source: Wikipedia 
 

 
  
 
1.11. INSTRUCTIONS How to make a mind map 
 
1. Start at the center of the page. 
2. Put down all ideas without judgment or evaluation. 
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3. Use images, symbols, codes, and dimensions.  
4. Select key words.  
5. The lines must be connected, starting from the central image.  
6. Use colors.  
7. Develop your own personal style of Mind Mapping.  
8. Keep the Mind Map clear by using radial hierarchy, numerical order. 

 
1.12. Make a mind map of Module 1 subject – ECONOMIC SYSTEMS. 
1.13. Make a mind map of your ideas about the market economy. 
1.14. Make a mind map of Module 2 subject – UK FINANCIAL 
SYSTEM. 
1.15. Make a mind map of your ideas about activities of banks in a 
market economy. 
 
1.16. 

Study the following information on outline writing and answer the 
following questions. 

1. What role does mind maps play in writing an outline? 
2. In what way is an outline structured? 
3. Why are different numbers and letters used in an outline? 
4. What is ‘fleshing out’? 
5. How many main ideas, supporting points and details should there be 

in an outline? 
  
 Writing an outline 
 

An outline is a hierarchical way to display 
related items of text to graphically depict 
their relationships. 

 
After you have gathered information, put your ideas in writing. You 

may make up a mind map. Or you may brainstorm and make a list of all 
that have come to your mind.  
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Writing an outline can be a useful way of organizing ideas. Any 
outline is arranged according to some rules of composition. You should 
always structure your outline. 

To show how your ideas work together, number them after putting 
them logically. To avoid confusion, use several different types of numbers 
and letters. 

Generally the structure of an outline is made simple before going into 
more detail. 

I. Introduction. 
II. First main idea. 
III. Second main idea. 
IV. Third main idea. 
V. Conclusion. 

 

Then you should flesh out your outline, i.e. more details should be 
added. Fill in more information that is supporting ideas. 

Finally, give details for your supporting ideas or points. The structure 
after fleshing out will look like the one below. 

I. Introduction. 
II. First main idea. 
          A. First supporting point. 
                     1. First detail. 
                     2. Second detail. 
           B.  Second supporting point. 
                      1. First detail. 
                      2. Second detail. 
III. Second main idea. 
          A. First supporting point. 
                     1. First detail. 
                     2. Second detail. 
           B.  Second supporting point. 
                      1. First detail. 
                      2. Second detail. 
IV. Third main idea. 
          A. First supporting point. 
                     1. First detail. 
                     2. Second detail. 
           B.  Second supporting point. 
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                      1. First detail. 
                      2. Second detail. 
V. Conclusion. 

There may be more or fewer supporting points and details in each 
part. But anyway the outline should be well balanced and logically 
structured. 

 

1.17. 
Evaluating an outline 
When your outline is ready, before writing an essay one must check it 

for organisation, support, and topic development. 
Consider the evaluation form below. How good is your outline? 
 

1.18. 
Outline Evaluation Form 
 
Organisation 

paragraphs in right order 

supporting points and details in the right order 
 
Support 

each main idea related to the thesis statement 

each supporting point related to the main idea of the paragraph 

each detail related to the paragraph’s supporting points 
 
Topic Development 

enough main ideas to develop the thesis statement 

enough supporting points for each main point 

enough details for each supporting point 
 
Note: Enough means not too many! 
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Source: Zemach D.E., Rumisek L.A. Academic Writing: from 
 paragraph to essay. – Macmillan, 2005, p.68.     
             

 
1.19. Write an outline for your essay about economic systems. 
1.20. Write an outline for your essay about the market economy. 
1.21. Write an outline for your essay about the command economy. 
1.22. Write an outline for your essay about banking system. 
1.23. Select any topic from Modules 1 – 2 and write an outline for your 
essay. 
 
PART 2 
READING AND VOCABULARY SECTION 
 
MODULE 3. Fiscal Policy 
This module deals with taxation matters and fiscal policy. 
 
LEAD-IN 

 How much should the government raise in taxation? 
 Are there good taxes and bad taxes? 
 If taxes are needed to pay for government spending, why do we 
need government spending? 

 

 
excise         duty          tax            tax base 

taxation              budget             fiscal policy 
revenue        expenditure        taxpayer             

 
 

 Look through the words in the Key Vocabulary Section. Translate 
the sentences given on your right.  

 Key Vocabulary 
fiscal policy налогово-бюджетная, или 

фискальная политика 
This used to be called a tight 
fiscal policy. 

taxpayer налогоплательщик Third parties are unlikely to 
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be able to challenge 
concessions granted to a 
taxpayer. 

tax налог He believed that lower taxes 
were the route to higher 
growth and more jobs. 

taxation налогообложение Higher rate taxation at 40 per 
cent starts at £17,900 per 
annum. 

tax base налоговая база The Commission concludes 
that the Government should 
consider options to enhance 
the local tax base. 

excise  акциз VARIANT: excise tax 
An excise tax is a tax on 
selected goods produced for 
sale within a 
country, or imported and sold 
in that country. 

duty пошлина 110 billion dinars was 
derived from customs duties. 

expenditure расходы (государственные) SYN: spending 
Government spending and 
taxation will therefore have a 
magnified effect on total 
income and expenditure 
flows. 

revenue государственные доходы It is the normal practice for 
the Treasury first to make an 
estimation of economic 
growth, inflation, public 
expenditure, and revenue 
receipts on the basis of 
unchanged fiscal policies. 

budget бюджет It was intended to cover two-
thirds of the East German 
budget deficit up to the end of 
1994. 
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READING SKILLS 
 Scan the text to find the tax supposed to be the major source of 
revenues. 

 Skim the text to decide what trends are evident in the US. 
 Look through the text and fins the dates of the profound reform of the 
US tax system. 

 In what way did attitudes to income tax change in the 20th century? 
 Comment on the statement in italics. 

 
U.S. Fiscal Policy – Budget and Taxes 

 The development of fiscal policy is a very complex process. Each 
year, the president proposes a budget, or spending plan, to Congress. 
Lawmakers consider the president's proposals in several steps. First, 
they decide on the overall level of spending and taxes. Next, they divide 
that overall figure into separate categories – for national defense, health 
and human services, and transportation, for instance. Finally, Congress 
considers individual appropriations bills spelling out exactly how the 
money in each category will be spent. Each appropriations bill 
ultimately must be signed by the president in order to take effect. This 
budget process often takes an entire session of Congress; the president 
presents his proposals in early February, and Congress often does not 
finish its work on appropriations bills until September (and sometimes 
even later). 

The federal government's chief source of funds to cover its 
expenses is the income tax on individuals, which has lately brought in 
about 50 percent of total federal revenues. Payroll taxes, which finance 
the Social Security and Medicare programs, have become increasingly 
important as those programs have grown. So far payroll taxes have 
accounted for one-third of all federal revenues. The federal government 
raises another 10 percent of its revenue from a tax on corporate profits, 
while miscellaneous other taxes account for the remainder of its income. 
(Local governments, in contrast, generally collect most of their tax 
revenues from property taxes. State governments traditionally have 
depended on sales and excise taxes, but state income taxes have grown 
more important since World War II.) 
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The federal income tax is levied on the worldwide income of U.S. 
citizens and resident aliens and on certain U.S. income of non-residents. 
The first U.S. income tax law was enacted in 1862 to support the Civil 
War. The 1862 tax law also established the Office of the Commissioner 
of Internal Revenue to collect taxes and enforce tax laws either by 
seizing the property and income of non-payers or through prosecution. 
The commissioner's powers and authority remain much the same today. 

The income tax was declared unconstitutional by the Supreme 
Court in 1895 because it was not apportioned among the states in 
conformity with the Constitution. It was not until the 16th Amendment 
to the Constitution was adopted in 1913 that Congress was authorized to 
levy an income tax without apportionment. Still, except during World 
War I, the income tax system remained a relatively minor source of 
federal revenue until the 1930s. During World War II, the modern 
system for managing federal income taxes was introduced, income tax 
rates were raised to very high levels, and the levy became the principal 
sources of federal revenue. Beginning in 1943, the government required 
employers to collect income taxes from workers by withholding certain 
sums from their paychecks, a policy that streamlined collection and 
significantly increased the number of taxpayers. 

Most debates about the income tax today revolve around three 
issues: the appropriate overall level of taxation; how graduated, or 
"progressive" the tax should be; and the extent to which the tax should 
be used to promote social objectives. 

The overall level of taxation is decided through budget 
negotiations. Most Democrats are willing to tolerate a higher level of 
taxes to support a more active government, while Republicans generally 
favor lower taxes and smaller government. 

From the outset, the income tax has been a progressive levy, 
meaning that rates are higher for people with more income. Most 
Democrats favor a high degree of progressivity, arguing that it is only 
fair to make people with more income pay more in taxes. Many 
Republicans, however, believe a steeply progressive rate structure 
discourages people from working and investing, and therefore hurts the 
overall economy. Accordingly, many Republicans argue for a more 
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uniform rate structure. Some even suggest a uniform, or "flat," tax rate 
for everybody. 

Over the years, lawmakers have carved out various exemptions 
and deductions from the income tax to encourage specific kinds of 
economic activity. Most notably, taxpayers are allowed to subtract from 
their taxable income any interest they must pay on loans used to buy 
homes. Similarly, the government allows lower- and middle-income 
taxpayers to shelter from taxation certain amounts of money that they 
save in special Individual Retirement Accounts (IRAs) to meet their 
retirement expenses and to pay for their children's college education. 
     The Tax Reform Act of 1986, perhaps the most substantial reform of 
the U.S. tax system since the beginning of the income tax, reduced 
income tax rates while cutting back many popular income tax 
deductions (the home mortgage deduction and IRA deductions were 
preserved, however).  

 
COMPREHENSION 

 What are the main stages of adopting a budget in the USA? 
 What is an appropriations bill? 
 What are the chief sources of revenues? 
 Do local governments collect their revenues from similar sources? 
 What is income tax?  
 What stages in tax system development in the US are mentioned in 

the text? 
 What kind of debate about the income tax prevails today? 
 Describe the stance of Republicans and Democrats as far as taxation 

is concerned. 
 What are exemptions and deductions from the income tax? Why are 

they used? 
 What is the essence of the Tax Reform of 1986? 

 

 Text Vocabulary 
appropriation ассигнование Our government made an 

appropriation for the project. 
income tax подоходный налог Income tax is a progressive 

tax because higher earners 
pay a higher proportion of 
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their income in this tax than 
lower earners. 

payroll tax налог на заработную плату Until recently there was even 
a payroll tax which, like 
many such measures in recent 
years, had the opposite effect 
to that desired. 

to levy a tax взымать налог SYN: to collect a tax 
Taxes are levied annually. 

to enforce a law придавать законную силу 
(какому-л. постановлению, 
указу и т.д. ) 

Could such laws be enforced?
Law may be enforced by 
compulsion and coercion, or 
by conciliation and 
compromise. 

amendment поправка (к законопроекту, 
закону; конституции) 

An amendment to the 
republic's constitution, 
adopted on Feb. 20, took 
back into Slovene control all 
sovereign rights previously 
transferred by Slovenia to 
Yugoslavia. 

exemption освобождение (от налога) This is to increase the 
personal tax exemption (the 
amount by which taxable 
income is reduced for each 
person in a household). 

deduction взимание налога, удержание 
налога 

VARIANT: tax deduction 
In Belgium tax deductions 
were raised in 1982. 

 
Taxation 

Taxes may be classified in a number of different ways. Taxes may 
be grouped by the administrative arrangement for their collection. 

Income tax is paid directly to the Exchequer or the IRS by the 
individual taxpayer on the full amount of income from employment and 
investment in the fiscal year. The same is true of corporation tax, paid 
by firms on company profits. On the other hand, value added tax (VAT), 
though paid by consumers, reaches the authorities indirectly, largely 
through retailers acting as collecting agencies. Taxes may therefore be 
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classified as either direct or indirect, according to the administrative 
arrangement for their collection. 

The tax base is essentially the ‘object’ to which the tax rate is 
applied. Taxes are usually grouped under three headings as regards tax 
bases; taxes on income (income, corporation and petroleum taxes); taxes 
on expenditure (VAT and customs and excise duties); and taxes on 
capital (capital gains and inheritance tax).  

Whatever the tax base, the taxes levied can be one of two types, 
either specific or ad valorem.  

A specific tax is expressed as an absolute sum of money per unit of 
the good. Excise duties are often of this kind, being so much per packet 
of cigarettes or per proof of spirit. An ad valorem tax is a percentage 
tax, levied not on volume but on value. 

 
Income Taxes 

When it comes to taxes, sole proprietorships, partnerships, and 
LLCs come out about even. These three business types are "pass-
through" tax entities, which means that all of the profits and losses pass 
through the business to the owners, who report their share of the profits 
(or deduct their share of the losses) on their personal income tax returns. 
Therefore, sole proprietors, partners, and LLC owners can count on 
about the same amount of tax complexity, paperwork, and costs. 

One thing to bear in mind is that owners of these unincorporated 
businesses pay income taxes on all net profits of the business, regardless 
of how much they actually take out of the business each year. Even if all 
of the profits are kept in the business checking account to meet 
upcoming business expenses, the owners must report their share of these 
profits as income on their tax returns. 

Unlike other business owners, the owners of a corporation do not 
report their shares of corporate profits on their personal tax returns. The 
owners pay taxes only on profits paid out to them in the form of salaries, 
bonuses, and dividends. 

The corporation itself pays taxes, at special corporate tax rates, on 
any profits that aren't deductible -- that is, profits that are left in the 
company from year to year (called "retained earnings") and dividends 
(portions of profits that corporations sometimes pay out to shareholders 



 64

in return for their investments). This separate level of taxation adds a 
layer of complexity to filing and paying taxes, but it can be a benefit to 
some businesses. 

Not only do owners of a corporation avoid paying personal income 
taxes on profits they don't receive, but because federal corporate income 
tax rates on the first $75,000 of corporate income are lower than the 
federal individual income tax rates on that same amount of personal 
income, a corporation and its owners may actually pay fewer overall 
taxes than owners of unincorporated businesses. 

 
COMPREHENSION 

 What are criteria of taxation? 
 Who are recipients of taxes?  
 What bodies are responsible for collecting taxes? 
 What channels are used to collect taxes? 
 Define specific and ad valorem taxes. 
 Explain what ‘pass-through’ tax entity means. 
 What is the difference between sole proprietors and owners of 
corporations regarding taxes on profits? 

 Do corporations pay taxes? What kind of taxes? Do they pay income 
taxes? 

 
 Text Vocabulary 

Exchequer  Министерство финансов 
Великобритании 

The amount of help poorer 
workers were giving to the 
Exchequer by 1912 was, in 
fact, considerable. 

IRS сокр. от Internal Revenue 
Service – Налоговое 
управление (США) 

The draft transfer pricing 
regulations the IRS issued 
earlier this year caused a 
storm of international protest.

corporation tax налог с доходов корпораций Hence, over that period, total 
corporation tax has exceeded 
ICI's total real profits before 
tax. 

value added tax налог на добавленную 
стоимость 

ABBR: VAT 
List four items which carry 
VAT. 
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At the same time the standard 
rate of VAT was raised from 
8 per cent to 15 per cent. 

specific tax специфический налог (налог, 
основанный на 
определенном количестве 
какого-либо продукта; в 
отличие от адвалерного 
налога ("ад валорем"), 
взимаемого со стоимости 
товара ) 

Specific and ad valorem taxes 
are the two main types of 
excise tax. 
 

ad valorem соответствующий стоимости; 
адвалерный 

Ad valorem taxes are a 
percentage of the value of 
tobacco products based on 
price or cost to 
manufacturers 
or importers. 

sole 
proprietorship 

индивидуальное частное 
предприятие 

A sole proprietorship is a 
separate organization with a 
single owner, such as small 
shops and professional 
businesses. 

partnership товарищество Explain the difference 
between a sole proprietorship 
and a partnership. 

LLC сокр. от limited liability 
company  
компания с ограниченной 
ответственностью 

There are three main 
alternatives: sole 
practitioner; partnership; or 
unlimited or limited liability 
company. 

net profit чистая прибыль Micronics Computers Inc has 
reported first quarter net 
profit down 28.6%. 

deductible  подлежащий вычету When buying real estate, 
what's tax deductible? 
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EXERCISES 
1.Translate the following sentences into Russian, paying attention 

 to the active vocabulary. 
1. The Government's principal task in the months to come will be to 

restore the right mix of monetary and fiscal policy. 
2. Florence created the first income tax, complete with personal 

exemptions and dodges. 
3. The Treasury pocketed more than £11 billion in duty on liquor and 

tobacco, but now glumly forecasts losses of about £250 million in 
excise revenue from the Euro shoppers next year. 

4. A new 20p tax rate on the first £2,000 of taxable income will help 
every taxpayer in the country and specifically targets low earners. 

5. Direct taxes are, as a group, progressive in the UK, taking a larger 
proportion of the income of richer households. 

6. Customs duties and other charges incurred in respect of the carriage 
of the goods are also the responsibility of the carrier. 

7. Subsequently, with the cuts in public expenditure, there has been a 
decline in the overall growth of public service jobs. 

8. When he returned to London it would take months of arguing with 
some scrupulous clerk of the Exchequer to get it reimbursed. 

9. In part, this is to prevent former high-ranking IRS and Treasury 
Department officials handling foreign firms' transfer pricing cases. 

10. Corporation tax on capital gains made by companies will be 
charged as income at the normal corporation tax rate. 

11. This arises due to an inadequate tax base and/or tax evasion by 
citizens with relatively high incomes.  

12. The value-added tax (VAT) is a general indirect tax on 
consumption. 

13. Specific and ad valorem taxes have different effects on prices, 
profits, tax revenues, product quality, product variety, administration, 
and the distribution of income. 

14. A tobacco tax helps defray the external costs of tobacco 
consumption, such as diseases contracted by non-smokers and the 
costs to treat such diseases. This argument is called “negative 
externalities.” 
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15. As Turbosoft were not a limited liability company, the proprietors 
are personally liable for the losses and could be made bankrupt. 

 
2.Match each word with its translation. 

____ deductible 
____ exemption 
____  income tax 
____ partnership 
____ amendment 
____  limited liability     
          company 
____ value added tax 
____ appropriation 
____ sole proprietorship 
____ IRS 
____ public expenditures 
____ excise 
____ corporation tax 
____ public revenues 
____ payroll tax 
 

1) ассигнование 
2) государственные доходы 
3) Налоговое управление (США) 
4) акциз 
5) товарищество 
6) государственные расходы 
7) поправка (к конституции) 
8) подлежащий вычету 
9) налог с  доходов корпорации 
10) освобождение (от налога) 
11) налог на заработную плату 
12) компания с ограниченной 
ответственностью 
13) подоходный налог 
14) налог на добавленную стоимость 
15) индивидуальное    частное 
предприятие 

 
3.Translate the following sentences into English. 
1. У многих народов примерно до ХХ века налогообложение, в 
связи со слабым развитием денежных отношений, денежной 
системы, происходило в натуральной форме (in kind). 

2. Чистая прибыль компании в прошлом году составила 34 млн. 
3. Среди единоличных частых предприятий значительная часть 
приходится на семейный бизнес. 

4. Налог с доходов корпорации составляет существенную часть 
от прибыли до налогообложения. 

5. Налоговое управление США и Министерство финансов 
Великобритании получают налоги с граждан и корпораций, 
предоставляют налоговые льготы (tax breaks) и освобождают 
от налогов. 
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6. При ввозе и вывозе из страны отдельные категории товаров 
облагаются таможенными сборами. 

7. Подоходный налог в России установлен на уровне 13%. 
Ставка налога в других странах аналогична или значительно 
выше. 

8. Налог на добавленную стоимость взимается при реализации 
товара. Если товар вывозится из страны, то иностранные 
граждане при определенных условиях могут получить 
возмещение (refund) НДС. 

9. Благодаря росту доходов от продажи нефти государственные 
ассигнования на социальные нужды увеличиваются. 

10. Государственные расходы и доходы должны быть 
сбалансированы, чтобы не возникал дефицит бюджета. 

11. Алкоголь и табачные изделия облагаются акцизами. 
12. Налоговая база может быть расширена за счет включения 
этой группы населения. 

13. В стране в настоящее время проводится довольно жесткая 
(tight) налогово-бюджетная политика, суть которой в контроле 
над государственными расходами и доходами. 

14. В течение последних лет фискальная политика 
сосредоточена преимущественно на краткосрочных мерах. 

15. Кроме подоходного налога в стране введен в действие налог 
на богатство. 

  
4. A. Give the gist of the definitions below in English.  
Try to find out on the web who and what all those authors are. 
Comment on the statements. Which of them is the most appealing? 

Определение налога 
1. Жан Симонд де Сисмонди: «Налог — цена, уплачиваемая 

гражданином за полученные им наслаждения от общественного 
порядка, справедливости правосудия, обеспечения свободы 
личности и права собственности. При помощи налогов 
покрываются ежегодные расходы государства, и каждый 
плательщик налогов участвует таким образом в общих расходах, 
совершаемых ради него и ради его сограждан». 
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2. Бу Свенссон: «Налог — это цена, которую мы все 
оплачиваем за возможность использовать общественные ресурсы 
для определенных общих целей, например, обороны и оказывать 
воздействие на распределение доходов и имущества между 
гражданами». 

3. Иван Иванович Янжул: «Односторонние экономические 
пожертвования граждан или подданных, которые государство или 
иные общественные группы, в силу того, что они являются 
представителями общества, взимают легальным путем и законным 
способом из их частных имуществ для удовлетворения 
необходимых общественных потребностей и вызываемых ими 
издержек». 

4. Николай Тургенев: «Налоги — это суть средства к 
достижению цели общества или государства, то есть цели, которую 
люди себе предполагают при соединении своем в общество или при 
составлении государств. На сем основывается и право 
правительства требовать податей от народа. Люди, соединившись в 
общество и вручив правительству власть верховную, вручили ему 
вместе с сим и право требовать налогов». 

5. А. А. Исаев: «Налоги — обязательные денежные платежи 
частных хозяйств, служащие для покрытия общих расходов 
государства и единиц самоуправления». 

6. А.А.Соколов: «Под налогом нужно разуметь 
принудительный сбор, взимаемый государственной властью с 
отдельных хозяйствующих лиц или хозяйств для покрытия 
производимых ею расходов или для достижения каких-либо задач 
экономической политики без предоставления плательщикам его 
специального эквивалента». 

 
KEY WORDS: 1.pleasures; fair justice; freedom of the individual; for sake 
of; 2.certain common goals; 3.one-way contribution; citizens or subjects; 
legally and justly; costs caused; 4.means; their joining the society; taxes; 
to entrust the government with; 5. mandatory; entities. 
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B. Render the following text in English. 
Самые экстравагантные налоги мира 

80 лет назад, осенью 1926 года, для содержания своей армии 
далай-лама ввел в Тибете налог на уши. Те, кто утратил одно ухо в 
бою, тогда впервые почувствовали себя счастливчиками - им 
полагалось платить лишь половину суммы. Поверьте, это - далеко не 
самый курьезный налог в истории. И сейчас многие страны взимают 
со своих граждан весьма оригинальные налоги...  

Лидером по числу самых невероятных налогов принадлежит 
Тибету. За что только не заставляли раскошеливаться на рубеже XIX - 
XX веков! Граждане должны были платить налог на свадьбу, на 
рождение детей, на право петь, танцевать, звонить в колокольчик и 
бить в барабаны. Усталому путнику не дозволялось даже просто так 
вздремнуть на травке: за ночлег он должен был заплатить налог 
хозяевам земли. Всего в пользу государства тогда взималось 1892 
налога! 

В XVI веке в немецком городе Вюртемберге придумали налог на 
воробьев. Считалось, что звонкоголосые птахи мешают населению 
спокойно жить. От хозяина каждого дома требовали уничтожить 
дюжину воробьев, за что он получал 6 крейцеров. Если же задание не 
было выполнено, заплатить в казну требовали вдвое больше. Самые 
ленивые граждане даже покупали нужное количество дохлых 
воробьев у подпольных торговцев.  

Во времена средневековья в Голландии уплачивался налог на 
окна. Благодаря этому в Амстердаме у старинных домов очень узкие 
окна. 

В начале ХХ века в Алтайском крае существовал налог на 
полоскание белья в проруби - взималось за это 20 копеек за зиму. 
Также брали по 2 копейки за каждый поход по воду с коромыслом. 

Налог на бездетность существовал в СССР с 1941 года вплоть до 
начала 90-х. Каждый месяц неженатые и бездетные мужчины 
выплачивали 6% своего дохода государству - на пособия 
многодетным матерям. 

На тень. Взимается с граждан Венеции с 1993 года. Не повезло 
владельцам магазинов и кафе, от навесов и зонтиков которых падает 
на коммунальную землю.  
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Оказывается, трудовые обязанности налоговых инспекторов, 
которые занимаются поисками неплательщиков, могут быть самыми 
невероятными. Например, сотруднице финансового управления 
Стокгольма пришлось освоить почти 30 разновидностей... собачьего 
лая. Эта непростая наука нужна ей для того, чтобы гавкать у дверей 
домов граждан. Таким образом, девушка старается вызвать ответный 
лай песика, которого прячет хозяин, чтобы не платить налог.  

Налог на собак существует во многих европейских странах. Но, 
например, в Швеции его размер зависит от роста пса, а в Норвегии - 
от длины.  

 В Египте каждая официально зарегистрированная плясунья 
платит налог. Ежегодные поступления от танца живота оцениваются в 
264 миллиона долларов. В Австрии лыжники обязаны платить налог 
при каждом спуске с горы. Средства передаются клиникам, где 
лечение лихачей обходится в несколько миллионов евро в год.  

 
KEY WORDS: Dalai Lama; to shed an ear; curious; unbelievable; to pay 
up; to beat the drum; tired traveler; to take a nap; spending a night; in 
favour of state; sparrow; Kreuzers; treasury; black market trader; Altai; to 
rinse linen; ice-hole; childlessness tax; many children benefit; shadow; 
awning; municipal land; working duties; defaulter; dog barking; belly 
dance; earnings; reckless skier. 
 

5.Translate the following texts into Russian. 
 

The Laffer Curve 

 Figure 1 
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Professor Laffer derived a relationship between tax revenue and 
tax rates of the form shown in Figure 1. The curve was the result of 
econometric techniques, through which a ‘least square line’ was fitted to 
past US observations of tax revenue and tax rate. The dotted line 
indicates the extension of the fitted relationship (continuous line), as 
there will tend to be zero tax revenue at both 0 and 100% tax rates. Tax 
revenue = tax rate x output (income), so that 0% tax rate yields zero tax 
revenue, whatever the level of output. A 100% tax rate is assumed to 
discourage all output, except for subsistence, again yielding zero tax 
revenue. Tax revenue must reach a maximum at some intermediate tax 
rate between these extremes. 

 
 Text Vocabulary 

curve кривая (график) The more to the left of and 
above the dashed straight line 
a curve is, the more potential 
exists for improvement. 

tax rate ставка налога That means we support a top 
tax rate of 50 per cent. 

 
The Principles of Taxation 

Governments can raise tax revenue only if they can identify the 
activities on which the tax rates apply. Before sophisticated records of 
income or sales were ever kept, governments raised most of their 
revenue through customs duties and road tolls, the two places where 
transactions could be easily monitored.  

Direct Taxes. Individuals pay income tax on earnings from labour, 
rents, dividends, and interest. Companies pay corporation tax calculated 
on their taxable profits after allowance for interest payments and 
depreciation. They also make a national insurance contribution on 
behalf of their employees. 

Indirect Taxes. Indirect taxes are taxes levied on expenditure on 
goods and services. The most important source of indirect tax revenue is 
value added tax (VAT), which is effectively a retail sales tax. Whereas a 
sales tax is collected only at the point of final sale to the consumer, VAT 
is collected at different stages of the production process. 
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Wealth Taxes. In the UK there used to be two taxes that tax wealth 
per se rather than the income derived from wealth. The first was the tax 
on property values, which formed the main source of revenue for local 
government. That is the tax that was replaced by the poll tax (a simple 
flat rate tax per person) in the reform of UK local government finance 
during 1988-1990. The second, which still exists, is capital transfer tax, 
which applies to transfers of wealth between individuals, whether as 
gifts during life or as inheritance after death. 

 
 Text Vocabulary 

toll зд. налог (за проезд по 
платной дороге) 

Non-toll roads are financed 
using other sources of 
revenue, most typically 
gasoline tax or general tax 
funds. 

taxable облагаемый налогом; 
подлежащий обложению 
налогом 

An American giving to a non-
profit-making organisation 
can deduct such donations 
from taxable income. 

per se (principle) принцип оценки "по сути", 
принцип "оценка по сути" 
(принцип антимонопольного 
законодательства, согласно 
которому любая 
монопольная власть 
считается незаконной, 
независимо от реальных 
условий в отрасли, 
возможности повышения 
экономической 
эффективности предприятия 
или иных обстоятельств ) 

 

poll tax подушный избирательный 
налог 

All I know is that they all 
supported the poll tax. 

capital transfer 
tax 

налог на передачу капитала This gift was subject to the 
capital transfer tax. 
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Fiscal policy involves using both government spending and taxation 

to influence the composition and level of aggregate demand in the 
economy. Elementary circular flow analysis suggests that by raising the 
level of government expenditure and/or reducing taxation, the level of 
aggregate demand can be raised with favourable consequences for 
economic activity and employment. Such an expansionary course of action 
might result in a larger budget deficit, or a reduced budget surplus. This 
somewhat simplistic approach is the basis for fiscal interventionalism as 
advocated by ‘Keynesians’, and carried out with some success in the UK 
for over twenty-five years after World War II. The Budget was viewed not 
as accounting procedure, with expenditure and revenue to be balanced as a 
matter of good housekeeping, but as an instrument of policy to be 
manipulated as a means to an end. Deficits were financed by borrowing, 
short or long term, from home and abroad, with the increased National 
Debt seen as a means of spreading the costs of current policy over future 
generations. 

Practical problems abound. Although tax rates can be set, the 
revenues they will yield are difficult to predict as income levels can vary. 
Also government expenditure and tax receipts are subject to time-lags, 
which can have destabilizing effects. For instance, the government may 
aim to raise spending to stimulate the economy during recession, but the 
effects may not be felt for several time periods, when the economy may be 
in a different situation. In other words, fiscal policy may move the 
economy away from desired values rather than towards them. There is even 
a problem in intensifying the government’s fiscal stance. A contradictory 
fiscal policy will, if successful, reduce incomes and tax yield, and might 
also have the effect of raising some government expenditures such as 
unemployment benefit. If we look, therefore, at the Budget out-turn for 
evidence of the government’s fiscal stance, we may come to the wrong 
conclusion – the reduced tax yield and increased government expenditure 
may be the result of a contradictory fiscal policy, not evidence of an 
expansionary one!  

 Text Vocabulary 
expansionary экспансионистский (о 

политике) 
Expansionary economic 
policies are intended to 
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expand the economy of a 
country. 

budget surplus профицит бюджета 
(превышение доходов над 
расходами) 

Norway’s budget surplus has 
fallen from 5% in 1986 to an 
expected 0.1% this year. 

borrowing заимствование  We have allowed spending 
and borrowing to rise in this 
recession. 

 
VOCABULARY OF THE MODULE 
ad valorem 
amendment 
appropriation 
borrowing 
budget 
budget surplus 
capital transfer tax 
corporation tax 
curve 
deductible  
deduction 
duty 
enforce a law 
Exchequer  
excise  
exemption 
expansionary 
expenditure 
fiscal policy 
income tax 

IRS 
levy a tax 
LLC 
net profit 
partnership 
payroll tax 
per se  
poll tax 
revenue 
sole proprietorship 
specific tax 
tax 
tax base 
tax rate 
taxable 
taxation 
taxpayer 
toll 
value added tax 
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MODULE 4. Monetary Policy 
This module will focus on monetary policy and its 
instruments. 
 
LEAD-IN 
The term "monetary policy" refers to the actions undertaken by a 
central bank, such as the Federal Reserve, to influence the 
availability and cost of money and credit to help promote national 
economic goals.  
 

 What is defined as ‘monetary policy’? 
 What role do interest rates play in the economy? 
 Is there any relationship between interest rates and economic 
growth? 

 Who sets interest rates? 
 

 
monetary policy         central bank 

open market      monetary tool 
interest rate     growth    unemployment 

 
 

 Look through the words in the Key Vocabulary Section. Translate 
the sentences given in the right column.  

 Key Vocabulary 
monetary policy кредитно-денежная политика

 
NOTE: перевод данного 
выражение как 
«монетаристская 
политика» возможен в 
ограниченном количестве 
контекстов, где речь идет 
о монетаризме. 
Some countries tighten 
monetary policy to avoid 
inflation. 

interest rate процентная ставка The economy needs an 
immediate 2 per cent cut in 
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interest rates. 
central bank центральный банк The Central Bank has 

lowered interest rates by 2 
per cent. 

monetary tool инструмент кредитно-
денежной политики 

Interest rates are one of the 
most efficient monetary tools. 

open market открытый рынок The Central Bank is 
authorized to sell government 
bonds on the open market. 

inflation инфляция  The rate of inflation is 
running at about 2.7 per  
cent. 

growth экономический рост There has been a sharp 
slowdown in economic 
growth. 

unemployment безработица The policy is partly to blame 
for causing the worst 
unemployment in Europe. 

 
READING SKILLS 

 Skim the text to find out what it is about. 
 Scan the text to find the sentences defining monetary policy. 
 Comment on the statement in italics. 
 Scan the text to list the monetary tools mentioned below. 
 Try to find the sentences in each paragraph of the text. 

 
U.S. monetary policy  

U.S. monetary policy affects all kinds of economic and financial 
decisions people make in this country—whether to get a loan to buy a 
new house or car or to start up a company, whether to expand a business 
by investing in a new plant or equipment, and whether to put savings in 
a bank, in bonds, or in the stock market, for example. Furthermore, 
because the U.S. is the largest economy in the world, its monetary 
policy also has significant economic and financial effects on other 
countries.  

The object of monetary policy is to influence the performance of 
the economy as reflected in such factors as inflation, economic output, 
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and employment. It works by affecting demand across the economy—
that is, people's and firms' willingness to spend on goods and services.  

While most people are familiar with the fiscal policy tools that 
affect demand—such as taxes and government spending—many are less 
familiar with monetary policy and its tools. Monetary policy is 
conducted by the Federal Reserve System, the nation's central bank, and 
it influences demand mainly by raising and lowering short-term interest 
rates.  

Who makes monetary policy? 
The Fed's FOMC (Federal Open Market Committee) has primary 

responsibility for conducting monetary policy. The FOMC meets in 
Washington eight times a year and has twelve members: the seven 
members of the Board of Governors, the President of the Federal 
Reserve Bank of New York, and four of the other Reserve Bank 
Presidents, who serve in rotation. The remaining Reserve Bank 
Presidents contribute to the Committee's discussions and deliberations. 

In addition, the Directors of each Reserve Bank contribute to 
monetary policy by making recommendations about the appropriate 
discount rate, which are subject to final approval by the Governors. 

 
COMREHENSION 

 What is the role of monetary policy in economic life? 
 Why is the US monetary policy so important? 
 Define the object of monetary policy. 
 Are most people familiar with monetary tools? 
 What is the Federal Reserve System? 
 Who makes monetary policy in the US? 
 What are the functions of the Federal Open Market Committee? 

  
READING SKILLS 

 Skim the text to explain the relationship between monetary policy 
and inflation. 

 Try to find the key words defining the relationship. 
 Comment on the statement in italics. 
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How does monetary policy affect inflation? 
Wages and prices will begin to rise at faster rates if monetary 

policy stimulates aggregate demand enough to push labor and capital 
markets beyond their long-run capacities. In fact, a monetary policy that 
persistently attempts to keep short-term real rates low will lead 
eventually to higher inflation and higher nominal interest rates, with no 
permanent increases in the growth of output or decreases in 
unemployment. As noted earlier, in the long run, output and 
employment cannot be set by monetary policy. In other words, while 
there is a trade-off between higher inflation and lower unemployment in 
the short run, the trade-off disappears in the long run.  

Policy also affects inflation directly through people's expectations 
about future inflation. For example, suppose the Fed eases monetary 
policy. If consumers and businesspeople figure that will mean higher 
inflation in the future, they'll ask for bigger increases in wages and 
prices. That in itself will raise inflation without big changes in 
employment and output.  

 
COMREHENSION 

 What is the relationship between monetary policy and prices? 
 Why does a monetary policy occasionally tend to keep short-
term  rates low? 

 Can employment be set by monetary policy? Why? Why not? 
 Explain the way monetary policy affects inflation. 
 

READING SKILLS 
 Look the text through and sum up the main idea. 
 Comment on the statement in italics. 
 

Goals of Monetary Policy 
Many analysts believe that the central bank should focus primarily 

on achieving price stability. A stable level of prices appears to be the 
condition most conducive to maximum sustained output and 
employment and to moderate long-term interest rates; in such 
circumstances, the prices of goods, materials, and services are 
undistorted by inflation and thus can serve as clearer signals and guides 
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for the efficient allocation of resources. Also, a background of stable 
prices is thought to encourage saving and, indirectly, capital formation 
because it prevents the erosion of asset values by unanticipated inflation. 

However, policymakers must consider the long- and short-term 
effects of achieving any one goal. For example, in the long run, price 
stability complements efforts to achieve maximum output and 
employment; but in the short run, some tension can arise between efforts 
to reduce inflation and efforts to maximize employment and output. At 
times, the economy is faced with adverse supply shocks, such as a bad 
agricultural harvest or a disruption in the supply of oil, which put 
upward pressure on prices and downward pressure on output and 
employment. In these circumstances, makers of monetary policy must 
decide the extent to which they should focus on defusing price pressures 
or on cushioning the loss of output and employment. At other times, 
policymakers may be concerned that the public’s expectation of more 
inflation will get built into decisions about wages and prices, become a 
self-fulfilling prophecy, and result in temporary losses of output and 
employment. Countering this threat of inflation with a more restrictive 
monetary policy could risk small losses of output and employment in the 
near term but might make it possible to avoid larger losses later should 
expectations of higher inflation become embedded in the economy. 

Beyond influencing the level of prices and the level of output in 
the near term, the Federal Reserve can contribute to financial stability 
and better economic performance by limiting the scope of financial 
disruptions and preventing their spread outside the financial sector. 
Modern financial systems are highly complex and interdependent and 
potentially vulnerable to wide-scale systemic disruptions, such as those 
that can occur during a plunge in stock prices. The Federal Reserve can 
help to establish for the U.S. banking system and, more broadly, for the 
financial system a framework that reduces the potential for systemic 
disruptions. Moreover, if a threatening disturbance develops, the central 
bank can cushion its effects on financial markets and the economy by 
providing liquidity through its monetary policy tools. 

 
COMREHENSION 

 What should the central bank focus on? Why? 
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 Is a stable level of prices important? Prove your point. 
 Why should policymakers consider both short- and long-term effects 
of price stability? 

 In what ways does the Federal Reserve contribute to financial 
stability and better economic performance? 

 

 Text Vocabulary 
saving сбережение; экономия  Most savers are putting their 

money where the best rates of 
interest will help their 
savings grow. 

bond  облигация  The eight-year bond will bear 
annual interest of 10%. 

stock market фондовый рынок Attention is fixed on the stock 
market. 

performance  результаты деятельности Illiteracy threatens Britain’s 
industrial performance. 

Federal Reserve 
System, the 

Федеральная резервная 
система, ФРС 

ABBR: Fed 
The article gives an 
explanation of the Federal 
Reserve System and 
comments on its influence on 
the monetary market. 

short-term краткосрочный  The short-term outlook for 
employment remains gloomy. 

Federal Open 
Market 
Committee, the 

Комитет по операциям на 
открытом рынке 
Федеральной Резервной 
Системы 

ABBR: FOMC 
At its meetings, the Federal 
Open Market Committee 
reviews economic and 
financial conditions, 
determines the appropriate 
stance of monetary policy, 
and assesses the risks to its 
long-run goals of price 
stability and sustainable 
economic growth. 

reserve bank резервный банк A study recently published by 
the Federal Reserve Bank of 
Dallas looked at American 
families who were among the 
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poorest 20% of the income 
distribution last year. 

discount rate дисконтная ставка It implies that a much lower 
discount rate than the one 
appropriate for short-term 
projects should be used. 

wages  зарплата  
Слово, как правило, 
употребляется во 
множествеенном числе. 

Salary and wages are both 
used to refer to the money 
paid to someone regularly for 
the work they do. 

aggregate совокупный  The rate of growth of GDP 
will depend upon the rate of 
growth of aggregate demand. 

trade-off компромисс, уступка The newspaper’s headline 
indicates that there was a 
trade-off at the summit. 

output выпуск  Hourly output by workers 
declined 1.3% in the first 
quarter. 

long-term долгосрочный  A new training scheme to 
help the long-term 
unemployed is expected. 

allocation ассигнование; распределение A State Department 
spokeswoman said that the 
aid allocation for Pakistan 
was still under review. 

to cushion ослаблять  The price rises will be 
cushioned by welfare 
benefits. 

liquidity ликвидность  The company maintains a 
high degree of liquidity. 

 
 EXERCISES 
 
 1.Translate the following sentences into Russian, paying attention 
 to the active vocabulary. 

1. Bank of England governor Eddie George recently hinted at another 
rate rise – the sixth in 11 months under Labour – to curb high street 
spending and inflation. 
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2. After the boom, the economy overheated and the Government 
resorted to interest rates to dampen it down. 

3. The low level of current investment has serious implications fro 
future economic growth. 

4. Domestic conditions did not justify a loosening of monetary 
policy. 

5. We have a buoyant economy and unemployment is considered 
lower than the regional average. 

6. He floated his firm on the stock market. 
7. The Federal Reserve controls the three tools of monetary policy -

open market operations, the discount rate, and reserve 
requirements. 

8. Investors weren’t concerned about short-term profits over the next 
few years. 

9. It’s a good idea to spread your savings between several building 
societies. 

10. Eventually there will be a recession, since aggregate demand and 
supply can never run perfectly in balance. 

11. Thanks to the restructuring efforts last year the company’s 
performance greatly improved. 

12. Manufacturing glitches have limited the factory’s output, and 
costs are still far too high. 

13. They said Western aid was needed to cushion the blows of vital 
reforms. 

14. Town planning and land allocation had to be coordinated. 
15. Interest rates are controlled by the Bank of England, through its 

operations in the discount market. 
 

 2.Match each word with its translation. 
____ output 
____ open market 
____  allocation 
____ short-term 
____ discount rate 
____  bond  
____ reserve bank 

1) ликвидность  
2) резервный банк 
3) фондовый рынок 
4) зарплата  
5) открытый рынок 
6) краткосрочный  
7) компромисс  
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____ liquidity 
____ wages  
____ aggregate 
____ stock market 
____ performance  
____ trade-off 
____ saving 
____ monetary tool 
 

8) распределение  
9) результаты деятельности 
10) облигация  
11) инструмент кредитно-денежной 
политики 
12) сбережение  
13) выпуск  
14) дисконтная ставка 
15) совокупный  

 
3.Translate the following sentences into English. 
1. Процентные ставки представляют собой основной инструмент 
кредитно-денежной политики. 

2. Целью ФРС является стабильность цен в экономике США. 
3. Совет ФРС несет ответственность за дисконтную ставку и 
требования к резервам. Комитет по операциям на открытом 
рынке отвечает за операции на открытом рынке. 

4. Используя эти инструменты кредитно-денежной потики, ФРС 
оказывает влияние на финансовые институты и на 
процентную ставку по краткосрочным кредитам (federal funds 
rate). 

5. Изменения процентной ставки по краткосрочным кредитам 
влечет за собой (to trigger) события, воздействующие на 
другие краткосрочные ставки, долгосрочные ставки процента, 
а также целый ряд экономических переменных (variable), 
включая занятость, выпуск, цены товаров и услуг. 

6. Комитет по операциям на открытом рынке состоит из 12 
членов. Заседания проходят регулярно 8 раз в год. 

7. Сбережения значительно уменьшаются в периоды замедления 
экономического роста (slowdown) и растут в фазе оживления 
(recovery).  

8. Результаты деятельности компании включают данные о 
доходе и прибыли. 

9. Кредитно-денежная политика – это политика, 
способствующая стимулированию или сдерживанию деловой 
активности в зависимости от состояния экономики. 
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10. Политика дорогих денег (dear money) проводится при 
инфляции. 

11. Для воздействия на денежную массу (money supply) 
центральный банк может менять норму резервов, свою 
учетную политику, а также воздействовать на операции на 
открытом рынке. 

12. Дисконтная политика – изменение ставки дисконта, по 
которой центральный банк кредитует коммерческие банки. 

13. Операции на открытом рынке – это операции по купле-
продаже государственных ценных бумаг. 

14. Для того чтобы сдерживать денежную массу, центральный 
банк продает ценные бумаги на открытом рынке. 

15. Операции на открытом рынке – основной инструмент 
кредитно-денежной политики. 

 
    4.Render the text in English. 

 Кредитно-денежная политика:  
цели и инструменты.  
Политика дорогих и дешевых денег 
Кредитно-денежная политика – часть общей макроэконо-

мической политики, которая влияет на монетарные факторы 
нестабильности. 

Кредитно–денежная политика – совокупность мероприятий, 
предпринимаемых правительством в кредитно–денежной сфере с 
целью регулирования экономики. 

Цели кредитно–денежной политики: 
1) устойчивые темпы роста национального производства; 
2) стабильные цены; 
3) высокий уровень занятости населения; 
4) равновесие платежного баланса. 

Кредитно-денежная политика осуществляется Центральным 
банком страны. 

На первом этапе Центральный банк воздействует на 
предложение денег, уровень процентных ставок, объем кредитов. На 
втором – изменения в данных факторах передаются в сферу 
производства, способствуя достижению конечных целей. 
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Эффективность кредитно-денежной политики зависит от выбора 
инструментов (методов) кредитно-денежного регулирования. 
Основными общими инструментами кредитно-денежной политики  
являются: 
1) изменение учетной ставки; 
2) изменение нормы обязательного резервирования; 
3) операции на открытом рынке. 

Изменение учетной ставки – старейший метод кредитно-
денежного регулирования, в основе которого лежит право 
Центрального банка предоставлять ссуды коммерческим банкам под 
определенный процент, который он может изменять, регулируя тем 
самым предложение денег в стране. 

При понижении учетной ставки увеличивается спрос 
коммерческих банков на ссуды, которые они могут использовать для 
кредитования, увеличивая тем самым денежную массу. Рост 
предложения денег ведет к снижению ставки ссудного процента (по 
которому коммерческие предоставляют ссуды предпринимателям, 
населению). Кредит становится дешевле, что стимулирует развитие 
производства( политика “дешевых денег”). 

При повышении учетной ставки происходит обратный процесс. 
Оно ведет к сокращению спроса на ссуды Центрального банка, что 
замедляет темпы роста (или сокращает) предложение денег и 
повышает ставку ссудного процента. “Дорогой” кредит 
предприниматели берут меньше, а значит меньше средств 
вкладывается в развитие производства (политика  “дорогих денег”). 

Изменение нормы обязательных резервов (часть вклада в 
коммерческий банк, которая необходима для обеспечения гарантии 
выплаты денег вкладчикам в случае банкротства) позволяет 
Центральному банку регулировать предложение денег. Это связано с 
тем, что норма обязательных резервов влияет на объем избыточных 
резервов, а значит, способность коммерческих банков создавать 
новые деньги путем кредитования. 

Если Центральный банк повысил резервную норму, то 
коммерческие банки увеличивают обязательные резервы и сокращают 
выдачу ссуд (политика “дорогих денег”). 
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И наоборот, понижение резервной нормы переводит часть 
обязательных резервов в избыточные и тем самым увеличивает 
возможности коммерческих банков к созданию денег путем 
кредитования (“политика дешевых денег”). 

Операции на открытом рынке – покупка или продажа 
Центральным банкам государственных ценных бумаг. 

Для применения этого инструмента необходимо наличие в 
стране развитого рынка ценных бумаг. Покупая и продавая ценные 
бумаги, Центральный банк воздействует на банковские резервы, 
процентную ставку, и, следовательно, на предложение денег. 

Для увеличения денежной массы он начинает покупать ценные 
бумаги у коммерческих банков и населения, что позволяет 
коммерческим увеличить резервы, а также выдачу ссуд и увеличить 
предложение денег (политика “дешевых денег”). 

Если количество денег в стране необходимо сократить, 
Центральный банк продает государственные ценные бумаги, что 
ведет к сокращению кредитных операций и денежной массы 
(политика “дешевых денег”). 

Операции на открытом рынке являются наиболее важным, 
средством воздействия Центрального банка на кредитно-
денежную сферу. 

В зависимости от состояния экономики страны Центральный 
банк может выбрать следующие типы кредитно–денежной политики  
и определенные цели. В условиях инфляции проводится политика 
“дорогих денег”, направленная на сокращение денежной массы: 1) 
повышение учетной ставки, 2) увеличение нормы обязательного 
резерва, 3) продажа государственных ценных бумаг на открытом 
рынке. Политика “дорогих денег” является основным методом 
антиинфляционного регулирования.  

В периоды спада производства для стимулирования деловой 
активности проводится политика “дешевых денег”. Она заключается в 
расширении масштабов кредитования, ослаблении контроля над 
приростом денежной массы, увеличении предложения денег. Для 
этого Центральный банк: 

1) снижает учетную ставку; 
2) сокращает резервную норму; 
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3) покупает государственные ценные бумаги. 
 
KEY WORDS: sustained rate; supply of money; volume of credit; to 
transfer; reserves requirements; loan at interest; cheap money policy; dear 
money policy; to invest into production; excess reserves; established 
securities market; anti-inflationary.  

 
5.Translate the following texts into Russian. 

 Major Central Banks 
U.S. Federal Reserve System (The Fed) 
Structure - The Federal Reserve is probably the most influential 

central bank in the world. With the U.S. dollar being one of the leading 
world currencies, the Fed’s activities have a sweeping effect on the 
valuation of many currencies. The group within the Fed that decides on 
interest rates is the Federal Open Market Committee (FOMC), which 
consists of seven governors of the Federal Reserve Board plus five 
presidents of the 12 district reserve banks.  

Mandate - Long-term price stability and sustainable growth. 
Frequency of Meeting - Eight times a year. 
European Central Bank (ECB) 
Structure - The European Central Bank was established in 1999. 

The Governing Council of the ECB is the group that decides on changes 
to monetary policy. The council consists of the six members of the 
executive board of the ECB, plus the governors of all the national 
central banks from the 12 euro area countries.  

Mandate - Price stability and sustainable growth. However, unlike 
the Fed, the ECB strives to maintain the annual growth in consumer 
prices below 2%.  

Frequency of Meeting - Bi-weekly, but policy decisions are 
generally only made at meetings where there is an accompanying press 
conference, and those happen 11 times a year. 

Bank of England (BoE) 
Structure - The Monetary Policy Committee of the Bank of 

England is a nine-member committee consisting of a governor, two 
deputy governors, two executive directors and four outside experts. The 
BoE is frequently praised as one of the most effective central banks. 
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Mandate - To maintain monetary and financial stability. The BoE's 
monetary policy mandate is to keep prices stable and to maintain 
confidence in the currency. To accomplish this, the central bank has an 
inflation target of 2%. If prices breach that level, the central bank will 
look to curb inflation, while a level far below 2% will prompt the central 
bank to take measures to boost inflation. 

Frequency of Meeting – Monthly. 
Bank of Japan (BoJ) 
Structure - The Bank of Japan's monetary policy committee 

consists of the BoJ governor, two deputy governors and six other 
members. Because Japan is very dependent on exports, the BoJ has an 
even more active interest than the ECB does in preventing an 
excessively strong currency.  

Mandate - To maintain price stability and to ensure stability of the 
financial system, which makes inflation the central bank's top focus. 

Frequency of Meeting - Once or twice a month. 
 

 Text Vocabulary 
Federal Reserve 
Board, the 

Совет Федеральной 
резервной системы 

The seven members of the 
Federal Reserve Board are 
appointed by the president, 
subject to confirmation by the 
Senate. 

sustainable  устойчивый  Rising earnings and low 
mortgages were helping to 
create one of the most 
favourable times ever to buy 
a house and providing the 
right conditions for a 
sustainable recovery. 

governor управляющий (банком) Jean-Claude Trichet, the 
Governor of the Bank of 
France, called on the Prime 
Minister to limit a 1999 
budget deficit.  

consumer price потребительская цена Canadian consumer price 
inflation edged down to 1.6% 
in the 12 months to May. 
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inflation target целевой показатель 
инфляции 

With a formal inflation target, 
the FOMC would have the 
responsibility of explaining 
why a monetary policy 
response to this target miss 
would be unnecessary and 
perhaps harmful. 

to curb обуздать (например, 
инфляцию) 

Inflation needs to be curbed 
in Russia. 

 
The objectives of monetary policy in Australia 

In Australia, the objectives of monetary policy are formally established 
in the Reserve Bank Act. The three main broad objectives are to 
maintain: 

o inflation at the targeted 2% to 3%; 
o full employment at the NAIRU (the non-accelerated inflation 

rate of unemployment) between 5% and 7%;  
o economic growth between 3% and 4% to sustain the living 

standards and welfare of the people of Australia.  
To achieve these objectives and determine whether there is a need to 
change “monetary stance” (the loosening or tightening of monetary 
policy) the Reserve Bank Board meets once a month to review a check 
list of economic indicators. This check list may include: 

o levels of consumption expenditure;  
o indicators of future spending, for example, trends in housing 

loans;  
o surveys of consumer and business confidence;  
o trends in employment and unemployment;  
o trends in business investment expenditure;  
o external sector indicators such as the balance of payments and 

fluctuations in the exchange rate.  
 

 Text Vocabulary 
living standard уровень жизни It gave a better living 

standard to farmers. 
monetary stance зд. проводимая кредитно-

денежная политика 
The acceleration of inflation, 
the soft monetary stance of 
the authorities and the 
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commodities boom all worked 
to boost stockbuilding. 

to loosen ослаблять (политику) Mr Gorbachev's Soviet Union 
is a discouraging example of 
what happens when the party 
loosens its control of the 
economy and the people. 

to tighten ужесточать (политику) If the Fed tightens policy 
before official figures show 
inflation to be rising, it will 
come under fierce political 
attack. 

survey обзор; опрос French enterprises expect to 
increase their spending on 
information systems, says a 
recent survey by Paris-based 
TMO Consultants. 

consumer 
confidence 

доверие потребителей Чаще всего выражается в 
росте спроса на товары 
длительного пользования. 
The Gulf war has severely 
dented business and 
consumer confidence. 

business 
confidence 

уверенность бизнеса; деловая 
активность 

Business confidence and 
investment would surely 
suffer. 

trend  тенденция  Such a trend would be 
counter to government action.

balance of 
payments 

платежный баланс It contributes £11,000 million 
net to our balance of 
payments. 

fluctuation  колебание  Italy committed itself to a 
smaller margin of fluctuation 
within the EMS in January 
1990. 

exchange rate обменный курс Information on foreign 
currency exchange rate 
movements over past years is 
included in the supplement. 
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 Domestic market operations 
Each day in the cash market the Reserve Bank conducts domestic 

market operations, or open market operations. Open market operations 
are used to control the daily volume of cash in the market to maintain 
current interest rates or meet new target rates. 

The Reserve Bank undertakes domestic market operations when 
buying and selling Commonwealth Government Securities (CGS) and 
Repurchase Agreements (usually called “Repos”). Examples of 
Commonwealth Government Securities are treasury notes and treasury 
bonds. 

Repurchase Agreements involve the sale or purchase of securities 
with an undertaking to reverse the transaction at an agreed date in the 
future and at an agreed price. Repos provide flexibility, in that they allow 
the RBA to inject liquidity on one day and withdraw it on another with a 
single transaction. Repos account for about 90% of Reserve Bank’s 
transactions, averaging about $900 million a day. 

 
 Text Vocabulary 

repurchase 
agreement 

договор об обратной 
покупке, репо (соглашение, 
по которому продавец 
обязуется в установленный 
срок выкупить у покупателя 
проданные ему ценные 
бумаги по установленной 
цене ) 

ABBR: repo 
A repurchase agreement  
(repo for short) is a form of 
short-term borrowing for 
dealers in government 
securities. 

repo см. repurchase agreement Repos are classified as a 
money-market instrument. 

 
Changes in monetary stance 

Loosening monetary policy 
To ease monetary stance, the Reserve Bank purchases second hand 

CGS and Repos from the banks and other financial institutions in the cash 
market. This leads to an increase in the supply of funds in the market when 
the Reserve Bank transfers payments to the exchange settlement accounts 
of the banks. 
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The increase in the supply of funds puts downward pressure on both 
the cash rate and the market rates of interest.  

Tightening monetary policy 
To tighten in monetary stance, the Reserve Bank will sell new CGS 

and Repos in the money market. The banks need to withdraw funds from 
their exchange settlement accounts to pay for these securities. Then 
individual banks have to borrow funds to maintain their exchange 
settlement account balances as required by the Reserve Bank. 

A reduction in the supply of cash in the money market raises the cost 
of borrowing and puts upward pressure on interest rates.  

A neutral stance 
This means that the Reserve Bank wants to maintain the current cash 

position in the market. For example, when an excess demand for cash in 
the market, puts upward pressure on the cash rate, the Reserve Bank uses 
domestic market operations to increase supply and stabilise the cash rate. If 
there is a large surplus of funds the Reserve Bank sells CGS and Repos. 

 
 Text Vocabulary 

security ценная бумага For the party selling the 
security (and agreeing to 
repurchase it in the future) it 
is a repo; for the party on the 
other end of the transaction, 
(buying the security and 
agreeing to sell in the future) 
it is a reverse repurchase 
agreement. 

CGS сокр. от Commonwealth 
Government Securities 
правительственные ценные 
бумаги Содружества 

The Reserve Bank undertakes 
domestic market operations 
when buying and selling 
Commonwealth Government 
Securities (CGS) and 
Repurchase Agreements 
(usually called “Repos”). 
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VOCABULARY OF THE MODULE 
aggregate 
allocation 
balance of payments 
bond  
business confidence 
central bank 
CGS 
consumer confidence 
consumer price 
curb 
cushion 
discount rate 
exchange rate 
Federal Open Market Committee 
Federal Reserve Board, the 
fluctuation  
governor 
growth 
inflation 
inflation target 
interest rate 
liquidity 
living standard 
long-term 
loosen 
monetary policy 
monetary stance 
monetary tool 
open market 
output 
performance  
repo 
repurchase agreement 
reserve bank 
saving 
security 
short-term 
stock market 
survey 
sustainable  
tighten 

trade-off 
trend  
unemployment 
wages  
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SPEAKING SKILLS SECTION 
Presentations Basics 
 
In Part 2 we will continue to brainstorm, discuss ideas at 
round tables and hold panel discussions. We are going to 
form presentation and public speaking skills. 
 
2.1. Brainstorm ideas on the consequences of interest rate rises. 
2.2. Brainstorm ideas on the possibility of lifting all taxes. 
2.3. Hold a round table on monetary policy in modern economy. 
2.4. Hold a panel discussion on fiscal policy. 
 
 2.5 
 What makes a good presentation? 

The steps required to prepare an effective presentation parallel the 
steps one follows to write an essay. Every presentation is given for a 
purpose, even if it is only to share information. 

Once you have determined the goal of the presentation, you should 
have a kind of brainstorming (in group/ pair or on your own) to analyze the 
audience and your presentation, than all the results should be put down and 
analyzed.  

The next step is gathering information and considering details. Once 
you have focused the presentation, you need to find the facts and 
arguments that support your point of view. 

When structuring the presentation, focus on your audience. First, give 
it a brief overview, than develop your ideas, and end with a summary of 
what you have covered. 
 
2.6. Brainstorm ideas on economic systems to prepare a Power Point 
presentation. 
2.7. Make a mind map based on the results of the brainstorming. 
Consider the following questions in your mind map. 

 What are the key elements suggested during the brainstorming?  
 What details prove the basic statements? 

Look into the chart below before going to the next step 2.9. 
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 2.8 
 Presentation Structure 
 

 
 
2.9. Make slides to cover the content of your mind map. 
 
2.10. Edit the slides, taking into account the following rules: 

 Do not pack too much information onto each slide! 
 Do not turn pages from text documents into slides without 
reconfiguring them:  a prime cause of over-full slides. 

 Do not overdo the number of slides! 
 Your language on the slides (written English) must be different 
from what you are going to say (oral English). 

 
2.11. The next step is to write a speech you are going to deliver while 
projecting the slides (The subject will be considered in Part 3).  
 

Introduction 
I’d like to talk today 
about… 

Outline 
I’ve divided my talk 
into … 

Part 1 
Let’s start with … 
So that covers … 

Part 2 
That brings me to … 
Let’s leave that there 

Part 3/4 etc 
…and turn to … 

Summary 
To sum up … 

Conclusion 
In conclusion … 

Questions 
If you have any 
questions, please … 
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WRITING SKILLS SECTION 
Paragraph Writing 
 
In Part 2 we will proceed with essay-writing. 
Paragraph-Writing  

2.12. What is a paragraph? 
Paragraph  
A (as defined in Academic Writing by D.E.Zemach and 

 L.A.Rumisek) 
a group of sentences about a single topic; 
B (as defined in Collins COBUILD) 
a section of a piece of writing. A paragraph always begins on a 

 new line and contains at least one sentence; 
С (as defined in Webster’s Unabridged Dictionary) 
a distinct portion of written matter dealing with a particular idea, 

 usually beginning with an indentation on a new line. 
 
In academic writing, a paragraph is often between five and ten 

 sentences long, depending on a topic. The basic rule of thumb with 
 paragraphing is to keep one idea to one paragraph.  

 
You should start a new paragraph: 

• When you begin a new idea or point.  
• To contrast information or ideas.  
• When your readers need a pause.  
• When you are ending your introduction or starting your 

conclusion.  
<http://owl.english.purdue.edu/owl/resource/> 
 
 
2.13 
Paragraph Structure 
1. The topic statement – one sentence. 
It usually comes first.  
2. The supporting sentences. 
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The main idea is developed by adding more information (details, 
 explanation, examples). 

3. The conclusion. 
The concluding sentences sum up the paragraph by restating the main 

 idea. 
 
2.14 

   
Study the following text and answer the questions below. 
1. Which type of paragraph describes the way how something is 

 done? 
2. In what paragraph can one give his or her views? 
3. When are contrast paragraphs used? 
4. When you a problem to describe and a solution to propose, which 

 paragraphs suit best? 
 
2.15. Types of Paragraphs 
There may be descriptive, process, opinion, comparison/ contrast, 

problem/ solution paragraphs. 
Descriptive Paragraph explains how someone or something looks or 

feels. 
There are three new chapters in the second 

edition and the chapter on monetary and income 
analysis has been completely rewritten. Readers will 
find new chapters on the concept of aggregate 
equilibrium in the economy, development economics 
and Marxism. 

 
Process Paragraph explains how something is done. It looks into the 

steps you need to follow to complete an activity. 
To make a bar graph, one should show either 

horizontal bars or vertical columns. Different 
colours, shading, or cross-hatching may help 
differentiate among the types of data each bar or 
column represents.  
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Opinion Paragraph is an idea or belief about a particular subject. 
Facts are used to support opinion. 

Adam Smith saw the economy as made up of 
millions of individuals and small businesses guided 
by an invisible hand. To Smith the economy was self-
regulating structure.  

 
Comparison/ Contrast Paragraph compare two or more things, 

focusing on similarities and differences. 
Statements in economics may be either positive 

or normative. A normative statement may or may not 
be untrue; however it cannot be demonstrated to be 
correct or incorrect by reference to the facts. A 
positive statement, in contrast, is one which can be 
tested by reference to the facts.  

 
Problem/ Solution Paragraphs explain a problem and propose 

solutions. In some cases several paragraphs are used to describe a problem 
and its solution(s). 

Implementing this program will help ABO, Inc., 
reduce its health-care costs while building stronger 
employee relations by offering employees a desirable 
benefit. 

 

 
2.16. Descriptive exercise 
Describe the bar chart below showing profits from sales of a retail 

company in euros. Use the key vocabulary and structures, adding some 
reasoning if necessary (the order of words is free): 
 The bar chart describes …; figures; sales; a slight increase; a drop 
against …; on the other hand; however; respectively; The figures for … 
may suggest that; From the evidence we may conclude that; The chart 
shows … 
 Consult SUPPLEMENT 1 if you need more synonyms describing 
increases and decreases in the figures.  
 Use not more than 100 words. 
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Bar Chart: Profits for the year (€) 
 
2.17. Comparison exercise 
In the paragraph fill in an appropriate conjunction from those 

shown below.  
 
 
 

 Even though Arizona and Rhode Island are both states of the U.S., they 
are different in many ways. For example, the physical size of each state is 
different. Arizona is large, having an area of 114,000 square miles,           
Rhode Island is only about a tenth the size, having an area of only 1,214 square 
miles.                        is in the size of the population of each state. Arizona has 
about four million people living in it,                               Rhode Island has less 
than one million. The two states also differ in the kinds of natural environments 
that each has. For example, Arizona is a very dry state, consisting of large desert 
areas that do not receive much rainfall every year.                                      Rhode 
Island is located in a temperate zone and receives an average of 44 inches of 
rain per year. In addition,                                   Arizona is a landlocked state and 
thus has no seashore, Rhode Island lies on the Atlantic Ocean and does have a 
significant coastline. 

 
 

however       likewise       another difference        similarly       
whereas       also         while          but            on the other hand

December  
November 
October 
September 
August 
July 
June 
May 
April 
March 
February 
January 
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 2.18. Write two paragraphs:  
(a) One contrast paragraph of at least seven sentences.  
(b) One comparison paragraph with seven or more sentences.  
 
2.19. Write a descriptive paragraph on market economy. 
2.20. Write a descriptive paragraph on economic systems. 
2.21. Write a process paragraph on mind-mapping. 
2.22. Write an opinion paragraph on command economy. 
2.23. Write an opinion paragraph on mixed economy. 
2.24. Write a comparison/ contrast paragraph on mixed economy 

 vs. market economy. 
2.25. Write a comparison/ contrast paragraph on command 

 economy vs. market economy. 
2.26. Write a problem/ solution paragraph. Topic is optional. 
 
When you write an essay, you should use vocabulary signals to 

enhance the structure of your essay. 
2.27. Unity and Cohesion in Paragraphs 
Unity in writing is expressed in the connection of all ideas to a single 

topic. In an essay there must be some relationship between the thesis 
statement (the topic) and all other ideas expressed. Details should support 
the ideas in each paragraph. 

Coherence is related to unity. Ideas that are arranged in a clear and 
logical way are coherent. 

The main points should be logically connected. A good academic 
essay contains words and phrases that introduce the main points, connect 
them and focus on different statements and details, making the text united 
and coherent and easily understood by readers. Such words are called 
transitions. 
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Study the table below.  
Use the transition words and phrases when you write a paragraph or an 
essay. 
2.28 
Classification Chronology Opinion Comparison Contrast 
main kinds of; 
major kinds of; 
basic kinds of; 
fundamental; 
important; 
significant; 
unimportant; 
insignificant; 
dissimilar; 
contradictory; 
opposing; 
contrasting; 
clearly 
distinguishable;  
easily 
distinguished; 
differences; 
similarities;  
divide; classify; 
break into; 
methods; parts; 
divisions; 
categories; 
classes; types; 
sources; 
origins; 
qualities; 
aspects; 
factors; 
characteristics 
… 

before; after; 
next; then; 
subsequently; 
(ever) since; 
first; second; 
…; while; 
when; 
afterwards; at 
last; at once; 
previously; 
meanwhile; at 
the same time; 
in (month; 
year); on (date; 
day); at the 
turn of 
(century); prior 
to; previously; 
Results 
 in conclusion; 
in summary; 
finally; 
ultimately; 
therefore; to 
conclude; to 
summarize; to 
sum up; 
accordingly; as 
a result; 
consequently; 
hence; thus; so;
… 

I think; it seems 
that; in sb’s 
opinion; To my 
mind; 
seemingly; 
accordingly; 
from sb’s point 
of view; It 
appears to be 
…; in sb’s 
view; as … puts 
it;… 
Prediction 
 probable 
result; project; 
projected; 
projection; 
prospect; It is 
likely that; 
foresee; 
foretell; 
forecast; most 
likely 
consequences; 
outcome; 
the next step; 
the future 
implications of; 
presume;  
presumption; … 

likewise; like; 
alike; compared 
to; similarly; 
similar to;  
as … as; 
so … as;  
and;  
correspond to; 
correspondingly; 
resemble;  
almost the same 
as;  
in like manner; 
to have much/ 
little in common; 
to be parallel; 
equally; in the 
same way (as); 
by the same 
token; again; 
beyond 
compare; 
… 
Examples 
for example;  
for instance;  
in general; 
generally;  
specifically; 
in particular; 
… 

differ from; 
however; 
otherwise; still; 
nevertheless; 
even so;  
dissimilarly; 
different from; 
less than;  
more than;  
faster than;  
in contrast; 
by contrast;  
unlike; 
in opposition;  
on the contrary;
on the other 
hand;  
although; 
while;  but; 
the reverse of; 
mutually 
exclusive; 
in spite of; 
less vital than; 
less crucial for; 
all the same; 
alternatively; 
instead; 
rather; 
…  
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PART 3 
READING AND VOCABULARY SECTION 
 
MODULE 5. Business Cycle 
In this module we will concentrate on the issues of the 
cycle nature of economic development. 
 
LEAD-IN 
Economic history shows that the economy never grows in a smooth 
and even pattern. A country may enjoy several years of economic 
expansion and prosperity. This might be followed by a recession or 
even a financial crisis or rarely a prolonged depression. 
 

 What is a business cycle? 
 What are the main stages of the traditional business cycle? 
 Have a look at the words in the box. What do they stand for? 
Which of them are stages of the business cycle? 

 

 
business cycle      downturn     decline      recession 
recovery        economic growth        boom       peak 
trough       stagflation      inflation       fluctuation 

 
 
 

 Look through the words and the sentences in the Key Vocabulary 
Section. Translate the sentences.  

 Key Vocabulary 
business cycle цикл деловой активности The business cycle is still 

there. 
They are riding happily along 
on the roller-coaster of the 
business cycle. 

economic growth экономический рост When the rate of economic 
growth slowed, that of public 
expenditure did not. 

fluctuation колебание Comment on the seasonal 
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fluctuation and any 
anomalous monthly figures. 

decline спад; снижение The decline of profitability 
started in the 1950s, when the 
public sector was small. 

downturn спад High-interest policies 
produced a dramatic 
downturn in confidence. 

recession рецессия; спад In previous recessions, 
governments have added to 
the budget deficit, over and 
above the automatic increase 
caused by the business cycle. 
The economy faces a severe 
slowdown and possibly a 
recession over the coming 
months.  

trough низшая точка (цикла) GDP actually reached its 
trough in the second quarter 
of the previous year. 

slump  внезапный спад деловой 
активности; кризис 

The main market for Japan's 
semiconductor makers has 
been sinking deeper into 
slump since August.  
That would produce 
permanent slump, no jobs, no 
prospects, no hope for the 
future.  

recovery оживление Improved world prices led to 
a recovery in copper 
production. 
Recovery coming soon, says 
survey. 

boom  бум, быстрый подъем 
(деловой активности) 

In the boom years of the mid 
'80s the motorist was, like the 
drinker and smoker, a 
convenient source of 
government revenue. 

peak высшая точка; пик 1957 was the peak year for 
total sales. 

inflation инфляция Farmers now suffered from 
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inflation caused by the 
industrial boom of the war 
years. 

 
READING SKILLS 

 Scan the text to find the key sentences defining the cycles described. 
 Scan the text to find the information on the shortest of the cycles. 
 Explain the difference between trade and business cycles. 
 Look through Part a on the classical trade cycle and find the names of 
the cycle stages. 

1 ______________ 2 ______________ 3 ______________ 
4 ______________ 5 ______________ 

 
 

Different Types of Cycles 
The level of economic activity (trade) is subject to fluctuations. 

However we use the term ‘cycle’ we are implying that there is something 
regular about the pattern. Several different cycles have been described and 
these are considered below. 

a) The Classical Trade Cycle. In the 19th century there appeared to 
be fairly regular fluctuations of boom and slump in the economy. They 
appeared to take about 8-10 years from boom to boom. Before proceeding 
further it will be useful to consider some of the terminology associated 
with the trade cycle and also examine the characteristics of the four phases 
of the cycle. 

 Slump. A slump can also be termed a depression. In a slump we 
expect to find heavy  unemployment, deflation and a low level of demand 
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and capital utilization. Profits will be  low, as will business confidence. 
The point at which a slump ‘bottoms out’ and the economy begins to 
recover may be termed the ‘lower turning point’. 

 Recovery. The upswing of the trade cycle is characterised by 
expanding production, the  replacement of old machinery, rising 
consumers’ expenditure, increasing profits and buoyant business 
expectations. We would also expect to find some increase in prices. 

 Boom. Expectations are high, profits are high, and prices will be 
rising fast. Investment will  also be high but labour will be in short supply 
and production bottlenecks will be reached. 

Recession. The downswing of the trade cycle will be characterised by 
falling consumption,  decreasing profits and expectations and rising stocks 
of unsold goods. Firms will become unprofitable and some go into 
liquidation. Unemployment will be rising and inflation falling. 

 b) The Kuznets Cycle. This is names after Simon Kuznets, the 
Nobel prizewinner who first commented on this cycle in the 1930s. It 
refers to a cycle of activity in building construction and allied industries 
which is said to take from 15 to 25 years. 

 
Exhibit 1. Business Cycle 
 
c) The Kondratieff cycle. This is named after the Russian economist 

W.D.Kondratieff and was also developed by Joseph Schumpeter. These 
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two economists claimed that, in addition to the 10-year cycle, there is a 
major long-period cycle which takes some 50 or 60 years to complete. 

d)  The Business Cycle. For much of the time since the 1939-1945 
war most advanced economies have suffered minor fluctuations of 
economic activity lasting about 4 to 5 years. The pattern is usually referred 
to as the business cycle.  

e) The Inventory Cycle. There appears to be a very short-duration 
cycle of 2 to 4 years which is associated with stocking and de-stocking in 
industry. These changes in investment bring about changes in the level of 
income. 

COMREHENSION 
 Define the term ‘cycle’. 
 What is a trade cycle? 
 Explain the expression ‘bottoming out’. What point of the slump is 
meant? 

 Is there any difference between slump and recession? 
 What is the situation described as ‘boom’? 
 What stages precede and follow the stage of recovery? 
 Is the Kuznets cycle shorter than the Kondratieff cycle? 
 How long is the average business cycle? 
 At what stage of the business cycle is the world economy now? 
 Comment on the inventory cycle. 

 

 Text Vocabulary 
trade cycle промышленный/ 

экономический цикл 
It explains the observed rises 
when income falls over the 
period of a trade cycle. 

depression депрессия, кризис, падение 
деловой активности 

The second major event to 
shape economic life in this 
country was the depression of 
the twenties and the thirties. 

deflation дефляция A long deflation lasted until 
about 1896. 

capital utilization использование основного 
капитала 

With recovery being in full 
swing, capital utilization is on 
the rise. 

to bottom out достичь нижнего предела 
перед фазой оживления 

House prices bottomed out in 
1974. 
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upswing подъем; улучшение It was the last upswing before 
the onset of slump, stagnation 
and mass unemployment. 

to expand 
production 

расширять производство By 1981, with the expanded 
production of North Sea oil 
and gas, the UK had become 
a net exporter of fuel again. 

expenditure затрата, трата, расход(ы) Debt servicing would account 
for 39 per cent of government 
expenditure. 

buoyant экон.; бирж. оживленный The one buoyant retail sector 
has been food, but few 
department stores sell much 
of that. 

to be in short 
supply 

быть дефицитным, не 
хватать 

Cash used to be in short 
supply during recession. 

bottleneck нехватка (ресурсов); узкое 
место (в системе, процессе) 

The speed of the upswing in 
1972 generated bottlenecks 
and labour market 
mismatches. 

downswing снижение, спад SYN slump; recession 
BITC, with 500 members, 
now has to reassess its role in 
the downswing. 

consumption потребление; расход Total consumption of natural 
rubber in 1989 grew by 3.6 
per cent, to 5,300,000 tonnes. 

stock зд. товарные запасы A central buying office 
purchases the goods and all 
the shops draw their stock 
from this central store. 

(building) 
construction 

строительство For example, the late 1920s 
and early 1930s were years 
when building construction 
was cheap, with a fall in 
commodity prices. 

allied industries смежные отрасли It would be appropriate to 
establish a close economic 
connection between regions 
especially dependent on 
fishing and allied industries. 
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fluctuation колебание  In consequence, sales show 
greater seasonal fluctuation 
than most other consumer 
products. 

pattern of growth  модель роста This general pattern of 
growth was subject to 
regional variation. 

destocking снижение запасов SYN: de-stocking 
There is a slowdown in 
destocking. 

 
Read the text and headline it. 
Make up a mind map of the text. 

__________________________________________ 
The United States and all other modern industrial economies 

experience significant swings in economic activity. In some years most 
industries are booming and unemployment is low; in other years most 
industries are operating well below capacity and unemployment is high. 
Periods of economic expansion are typically called booms; periods of 
economic decline are called recessions or depressions. The combination of 
booms and recessions, the ebb and flow of economic activity, is called the 
business cycle.  

Business cycles as we know them today were first identified and 
analyzed by Arthur Burns and Wesley Mitchell in their 1946 book, 
Measuring Business Cycles. One of their key insights was that many 
economic indicators move together. During a boom, or expansion, not only 
does output rise, but also employment rises and unemployment falls. New 
construction and prices typically rise during a boom as well. Conversely, 
during a downturn, or depression, not only does the output of goods and 
services decline, but employment falls and unemployment rises as well. 
New construction also declines. In the era before World War II, prices also 
typically fell during a recession; since the fifties, prices have risen during 
downturns, though usually more slowly than during booms.  

Business cycles are dated according to when the direction of 
economic activity changes. The peak of the cycle refers to the last month 
before several key economic indicators, such as employment, output, and 
new housing starts, begin to fall. The trough of the cycle refers to the last 
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month before the same economic indicators begin to rise. Because key 
economic indicators often change direction at slightly different times, the 
dating of peaks and troughs necessarily involves a certain amount of 
subjective judgment. The National Bureau of Economic Research, an 
independent research institution, determines the official dates of peaks and 
troughs in U.S. business cycles. 

In many ways the term business cycle is misleading. "Cycle" seems to 
imply that there is some regularity in the timing and duration of upswings 
and downswings in economic activity. Most economists, however, believe 
otherwise. Booms and recessions occur at irregular intervals and last for 
varying lengths of time. For describing the swings in economic activity, 
therefore, most modern economists prefer the term economic fluctuations.  

Just as there is no regularity in the timing of business cycles, there is 
no reason why cycles have to occur at all. The prevailing view among 
economists is that there is a level of economic activity, often referred to as 
full employment, at which the economy theoretically could stay forever. 
Full employment refers to a level of production at which all the inputs to 
the production process are being used, but not so intensively that they wear 
out, break down, or insist on higher wages and more vacations. If nothing 
disturbs the economy, the full-employment level of output, which naturally 
tends to grow as the population increases and new technologies are 
discovered, can be maintained forever. There is no reason why a time of 
full employment has to give way to either a full-fledged boom or a 
recession.  

Business cycles do occur, however, because there are disturbances to 
the economy of one sort or another. Booms can be generated by surges in 
private or public spending. For example, if the government spends a lot of 
money to fight a war but does not raise taxes, the increased demand will 
cause not only an increase in the output of war materiel, but also an 
increase in the take-home pay of government plant workers. The output of 
all the goods and services that these workers want to buy with their wages 
will also increase. Similarly, a wave of optimism that causes consumers to 
spend more than usual and firms to build new factories will cause the 
economy to expand. Recessions or depressions can be caused by these 
same forces working in reverse. A substantial cut in government spending 
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or a wave of pessimism among consumers and firms may cause the output 
of all types of goods to fall.  

Another cause of recessions and booms is monetary policy. The 
Federal Reserve System determines the size and growth rate of the money 
stock and, thus, the level of interest rates in the economy. Interest rates, in 
turn, are a crucial determinant of how much firms and consumers want to 
spend. A firm faced with high interest rates may decide to postpone 
building a new factory because the cost of borrowing is so high. 
Conversely, a consumer may be lured into buying a new home if interest 
rates are low and mortgage payments are, therefore, more affordable. Thus, 
by raising or lowering interest rates, the Federal Reserve is able to generate 
recessions or booms.  

 
 Text Vocabulary 

swing колебание The rising tide of confidence 
was also reflected in a swing 
from expectations of a rise in 
interest rates to anticipation 
of the next cut. 

to boom переживать бум Business is booming. 
capacity мощность The current production 

capacity is being expanded in 
response to increased 
demand in Japan. 

expansion расширение; экономический 
рост 

As demand grows, are there 
any plans for expansion?  

ebb and flow зд. перен. прилив и отлив The insurance business cycle 
is also at a low ebb. 
The ebb and flow of emotion 
should therefore be carefully 
controlled. 

output продукция; выпуск However, from 1985 to mid 
1989, UK manufacturing 
output increased by 19 per 
cent. 

indicator показатель There isn't a single economic 
indicator which suggests that 
a recovery is on the way. 

housing starts закладка новых домов In America, slow population 
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growth means that housing 
starts have been falling for 
years. 

to imply предполагать, 
подразумевать, заключать в 
себе 

It seems to be implied. 
For example, a 10 per cent 
discount rate implies yields of 
10 per cent. 

full 
unemployment 

полная занятость Full employment does not 
mean everybody working. 

inputs мн.  затраты 
(на производство) 

Thus they provide essential 
inputs to the design of the 
system. 

to wear out изнашиваться (об 
оборудовании) 

However, the existing bus 
fleet was if anything even 
more worn out than the tram 
fleet. 

full-fledged развивишийся, в полном 
разгаре 

Several newspapers and 
magazines opened their pages 
to a full-fledged debate. 

surge подъем, рост; всплеск (цен, 
активности и т.д.) 

The surge in sales last month 
was also directly inspired by 
price cuts. 

government 
spending 

государственные расходы The anti-inflation 
programmes failed because 
they hardly cut government 
spending. 

interest rate процентная ставка And the new interest rate rise 
could wipe out retail 
businesses. 

determinant  определяющий фактор; 
детерминант 

The worry is inflation, the 
single biggest determinant of 
the prices. 

cost of borrowing стоимость займов, ссудный 
процент 

We must make savings to 
finance the extra cost of 
borrowing. 

mortgage ипотека  Five years later the company 
wished to pay off the 
mortgage in full. 

affordable  допустимый; по средствам There are plans to give 
everyone affordable health 
insurance. 
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COMPREHENSION  

 What kind of fluctuations do modern economies experience? 
 Define the business cycle according to the text. 
 Who first identified and analyzed business cycles? 
 In what way do indicators respond to business cycles? 
 What is called ‘trough’? 
 Describe the way of dating business cycles. 
 Why is the term business cycle misleading? 
 Comment on the full employment situation. 
 What are major reasons of business cycles? 
 In what way does monetary policy affect the economy? 

 
EXERCISES 
1.Translate the following sentences into Russian, paying attention 

 to the active vocabulary. 
1. Will it be quietly forgotten in the next boom period (whenever that 

might be)? 
2. These factors, possibly, result in the oil market amplifying the 

business cycle in the international economy. 
3. There were some large groups of Americans who were unable to join 

the consumer boom. 
4. German unity also seems to have disrupted the business cycle, and 

may limit the benefits that Europe can expect to get from recovery 
elsewhere. 

5. This could explain the surprising (given the stage of the economic 
cycle we are in) recent surge in consumer durables (including cars). 

6. The three big economies are at different stages of the economic cycle: 
while America is struggling with recession, Japan and Germany are 
still fighting inflation, giving rise to differences in interest-rate 
policies and attitudes towards the risk of inflation. 

7. While the recession has reduced many families' incomes, school fees 
have continued to rise at about twice the rate of inflation. 

8. From January through June, the GNP grew at an annual rate of only 
1.1 percent, far below the 6.8 percent growth recorded for the year. 



 114

9. It would take a growth rate of 5.7 percent in the quarter to reach the 
administration's target for the year of a 3 percent expansion. 

10. In addition to being pessimistic about growth in the current quarter, 
many economists have believed that the economy would slump even 
further in the first half of the year. 

11. While yesterday's figures may indicate that the recession is 
bottoming out, they do not indicate, given the flatness of consumer 
spending, the housing market and factory output, that the recovery 
has begun. 

12. But private analysts cautioned that much of the economy's strength 
was derived from a temporary surge in sales of new cars as 
consumers responded to attractive financing incentives. 

13. Contributing to the improvement in the gross national product, a 
measure of the total value of a nation's goods and services, was faster 
growth than originally estimated in inventories and government 
spending. 

14. When the UK economy began to turn down last summer, the 
Treasury relied on the technical definition that there was not a 
recession until there had been two successive quarters of negative 
growth. 

15. The new GNP figure was a sharp revision from a projection last 
month of 3.3% for the third quarter and it was up even further from 
the initial estimate of a 2.8 percent rate. 

 
 2.Match each word/ phrase with its translation. 

____ trade cycle  
____ destocking  
____ business cycle 
____ inventory cycle 
____ indicator  
____ boom 
____ capacity  
____ slump 
____ fundamentals 
____ mortgage 
____ swing 

1) ипотека 
2) основные макроэкономические 
показатели 
3) смежные отрасли 
4) процентная ставка 
5) мощность  
6) подъем 
7) колебание 
8) показатель  
9) промышленный цикл  
10) цикл запасов 
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____ interest rate 
____ allied industries 
____ buoyant  
____ construction 
 
 

11) строительство  
12) оживленный 
13) снижение запасов 
14) экономический цикл 
15) спад 

     
3.Translate the following sentences into English. 

1. Экономика страны  переживает   глубокий,  затяжной  спад. 
2. Периоду рецессии предшествовали застойные тенденции в 
основных отраслях. 

3. Рынок  характеризуется  понижательными тенденциями. 
4. Нынешний спад привел к уменьшению  объемов  производства. 
5. Оживление в экономике, последовавшее за продолжительной 
депрессией,  объясняется  рядом  факторов. 

6. По прогнозам экономистов, нынешний экономический подъем 
продлится еще 3-4  месяца. 

7. В натоящее время в экономике наблюдаются стагнационные 
тенденции. 

8. Быстрый экономический рост в первом квартале сменился 
нулевыми темпами роста. 

9. Прошлый год стал первым циклическим пиком после многих лет 
депрессии. 

10. В этом году, по прогнозам аналитиков, прирост инфляции не 
превысит 5-6%.  

11. Этот показатель с учетом инфляции (adjusted for inflation) 
вырос на 5%. 

12. Продолжающийся спад промышленного производства 
характерен  для всех отраслей промышленности. За истекший 
период по 229  видам продукции производство снижено по 
сравнению с  соответствующим периодом прошлого года. 

13. Экономика постепенно выходит из глубокого спада, 
продлившегося более года. 

14. Экономический подъем - состояние экономики страны, 
характеризуемое ростом производства, повышением его 
эффективности, оживлением экономической деятельности в 
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разных сферах, повышением уровня жизни. Экономический 
подъем характеризуется ростом реального валового 
национального продукта.  

15. Экономический спад - длительное, устойчивое снижение 
объемов производства основных видов товаров и услуг, 
понижение деловой активности. Обычно экономический спад 
сопровождается уменьшением реальных доходов населения, 
ухудшением условий жизни и безработицей. 
 

 4.Render the text into English. 
Экономический цикл – это регулярные изменения 

основных макроэкономических показателей (уровня производства, 
занятости, цен), средняя продолжительность которых составляет 
приблизительно 8-10 лет. 

Распространена классификация экономческих циклов по 
продолжительности. Выделяют три типа циклических колебаний: 

♦ краткосрочные циклы периодичностью 3,5 – 4 года; 
♦ среднесрочные циклы периодичностью 8-10 лет; 
♦ долгосрочные циклы периодичностью 48-55 лет. 

Краткосрочными циклами называют циклами Китчина – по 
имени их автора, или свинными циклами, поскольку Китчин при 
изучении исследовал свинного мяса. В настоящее время они больше 
известны под названием «циклы запасов». 

В последнее время все чаще говорят о сокращении или даже 
исчезновении циклов товарно-материальных запасов. Объясняют это 
большей информированностью производителей о нуждах 
потенциальных клиентов, повышением степени просчитываемости 
технологической цепочки. Однако совсем списывать со счетов эти 
циклы пока еще рано. 

Среднесрочные циклы – это те циклы, которым уделяется 
наибольшее внимание при изучении макроэкономической 
нестабильности, поскольку на сглаживание именно этих циклических 
колебаний направлена в основном политика правительства. Иногда их 
называют их циклами Жугляра – по имени автора, который посвятил 
их изучению ряд своих работ. 
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Долгосрочные циклы – длинные волны Кондратьева, или 
большие циклы конъюнктуры. Их автор – известный русский 
экономист Николай Кондратьев (1892 – 1938). 

Среднесрочный цикл – это именно тот цикл, изучением 
которго занималось и продолжает заниматься подавляющее 
большинство экономистов. На регулирование этого цикла направлена 
главным образом макроэкономическая политика государства. 

Для того чтобы изучать среднесрочный цикл, необходимо 
выделить его основные фазы. Обычно выделяют четыре фазы 
экономического цикла: 

 кризис (это ситуация перепроизводства, когда бурно 
развивающееся производство сталкивается с острой проблемой сбыта. 
Нереализованные товары способствуют накоплению товарно-
материальных запасов, прибыли падают, снижаются объемы 
производства, сокращается общий объем инвестирования, растет 
безработица); 

 депрессия (в фазе депрессии инвестирование практически 
прекращается, и экономика испытывает застойное состояние); 

 оживление (в фазе оживления преодолевается низшая точка 
спада, и начинается постепенное возвращение экономики к 
докризисному состоянию. Сокращается безработица, растут доход, 
прибыль, инвестиции); 

 подъем (экономика бурно развивается и достигает 
максимальных макроэкономических показателей, доходя до высшей 
точки подъема, пика экономического цикла, который затем вновь 
сменяется кризисом). 

 
 
5.Translate the following texts into Russian. 

What is GDP and why is it so important? 
The gross domestic product (GDP) is the primary indicator used to 

gauge the health of a country's economy. It represents the total dollar value 
of all goods and services produced over a specific time period - you can 
think of it as the size of the economy. Usually, GDP is expressed as a 
comparison to the previous quarter or year. For example, if the year-to-year 
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GDP was up 3%, it means that the economy has grown by 3% over the last 
year.  

Measuring GDP is complicated (which is why we leave it to the 
economists), but at its most basic, the calculation can be done in one of two 
ways: either you add up what everybody earned in a year, or you add up 
what everybody spent. Logically, both measures should arrive at roughly 
the same total.  

A significant change in GDP, whether up or down, usually has a 
significant effect on the stock market. It's not hard to understand why: a 
bad economy usually means lower profits for companies, which in turn 
means lower stock prices. Investors really worry about negative GDP 
growth, which is one of the factors economists use to determine if an 
economy is in a recession. 
 

 Text Vocabulary 
GDP ВВП  

сокр. от gross domestic 
product – валовый 
внутренний продукт 

In the 1980s, Gross Domestic 
Product (GDP) has been 
roughly static. 

to gauge измерять; оценивать SYN to measure 
Government has gauged its 
success much more by the 
number of new investments. 

year-to-year по сравнению с предыдущим 
годом 

 

calculation расчет(ы); смета  To simplify the calculation 
you can take the value of 
each regular payment as £1. 

 
 

Indicators 
The market's reaction to an economic news report depends on the 

current economic backdrop, the reliability and comprehensiveness of the 
economic indicator, the market consensus forecast, the significance of data 
revisions, and the importance of the indicator to policy makers. The 
approach is cyclically oriented, dividing the cycle into three phases of 
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recession, recovery and expansion; the last is divided into rapid growth and 
slow growth expansion. 

There are about two dozens of the major economic indicators. Each 
indicator is measured by its market significance: very high (employment 
and GDP); high (CPI, Purchasing Manager Index, producer price index, 
and retail sales); moderate to high (durable goods new orders and housing 
starts), moderate (motor vehicle sales, consumer confidence, employment 
cost index, home sales, industrial production, international trade, personal 
income and expenditures, productivity and costs, and unemployment 
insurance claims); and low (business inventories, construction 
expenditures, consumer credit, the cyclical indicators, the federal budget, 
and manufacturers' new orders, sales and inventories).  
 

 Text Vocabulary 
CPI  сокр. от consumer price index 

индекс потребительских цен 
The CPI is published monthly 
and also called cost-of-living 
index. 

Purchasing 
Manager Index 

индекс ожиданий 
менеджеров по закупкам  
ранее назывался NAPM index 
сокр. от National Association 
of Purchasing Management 
Index 

Purchasing Manager Index is 
a measure of the health of the 
manufacturing sector, and 
more generally the overall 
economy, calculated by 
surveying purchasing 
managers for data about new 
orders, production, 
employment, deliveries, and 
inventory, in descending 
order of importance. The 
index is also thought to be an 
early indicator of inflationary 
pressures. 

producer price 
index 

индекс цен производителей Producer price index is an 
inflationary indicator 
published by the U.S. Bureau 
of Labor Statistics to evaluate 
wholesale price levels in the 
economy. 

retail sales объем розничных продаж Here are the most recent 
retail sales figures for the 
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industry. 
durable goods товары длительного 

пользования 
VARIANT: durables 
Examples of durable goods 
include cars, appliances, 
business equipment. 

order заказ  The orders received are 
subject to discounts. 

employment cost 
index 

индекс расходов на 
обеспечение занятости 
(включает в себя заработную 
плату и пособия по 
безработице, отражает 
наличие инфляционных 
процессов в экономике 
страны) 

The Employment Cost Index 
measures the relative changes 
in wages, benefits, and 
bonuses for a specific group 
of occupations. 

productivity производительность (труда) Productivity usually collapses 
in the early stages of a 
recession because firms are 
slow to lay workers off. 

cost часто мн. издержки  Costs are the total money, 
time and resources associated 
with a purchase or activity. 

inventory  запас(ы) SYN stock 
Inventory includes a 
company's merchandise, raw 
materials, and finished and 
unfinished products which 
have not yet been sold. 
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VOCABULARY OF THE MODULE 
affordable  
allied industries 
be in short supply 
boom  
boom 
bottleneck 
bottom out 
buoyant 
business cycle 
calculation 
capacity 
capital utilization 
construction 
consumption 
cost 
cost of borrowing 
CPI  
decline 
deflation 
depression 
destocking 
determinant  
downswing 
downturn 
durable goods 
ebb and flow 
economic growth 
employment cost index 
expand production 
expansion 
expenditure 
fluctuation 

full unemployment 
full-fledged 
gauge 
GDP 
government spending 
housing starts 
imply 
indicator 
inflation 
inputs 
interest rate 
inventory  
mortgage 
order 
output 
pattern of growth  
peak 
producer price index 
productivity 
Purchasing Manager Index 
recession 
recovery 
retail sales 
slump  
stock 
surge 
swing 
trade cycle 
trough 
upswing 
wear out 
year-to-year 



 122

 
MODULE 6. Inflation 
This module is devoted to inflation and anti-inflationary 
tools. 
 
LEAD-IN 
Inflation is defined as a sustained increase in the general level of 
prices for goods and services. It is measured as an annual 
percentage increase. As inflation rises, every dollar or rouble you 
own buys a smaller percentage of a good or service. 
 

 What is inflation? 
 What causes inflation?  
 How does it affect your standard of living? 

 

 
inflation          purchasing power 

core inflation        underlying inflation 
hyperinflation          headline inflation 

 
 

 Look through the words in the Key Vocabulary Section. Translate 
the sentences.  

 Key Vocabulary 
inflation инфляция  The rate of inflation is 

running at about 2.7 percent. 
purchasing 
power 

покупательная способность The real purchasing power of 
the rouble has plummeted. 

core inflation структурная инфляция SYN: underlying inflation 
Core inflation eliminates 
products that can have 
temporary price shocks 
because these shocks can 
diverge from the overall trend 
of inflation and give a 
false measure of inflation. 

underlying  структурная инфляция Core Inflation is thought to 
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inflation be an indicator of underlying 
long-term inflation. 

headline inflation общий уровень инфляции For the typical household, the 
total or headline rate of 
inflation is what matters. 

hyperinflation гиперинфляция  We are moving to a 
hyperinflation situation. 

 
READING SKILLS 

 Scan the text to find the gist. 
 Skim the text to find any information proving that anticipated inflation 
causes adverse effects. 

 Skim the text and decide which words are to describe the gist best. 
 

Costs of Inflation 
Almost everyone thinks inflation is evil, but it isn't necessarily so. 

Inflation affects different people in different ways. It also depends on 
whether inflation is anticipated or unanticipated. If the inflation rate 
corresponds to what the majority of people are expecting (anticipated 
inflation), then we can compensate and the cost isn't high. For example, 
banks can vary their interest rates and workers can negotiate contracts that 
include automatic wage hikes as the price level goes up.  

Problems arise when there is unanticipated inflation:  
• Creditors lose and debtors gain if the lender does not 

anticipate inflation correctly. For those who borrow, this is similar to 
getting an interest-free loan.  

• Uncertainty about what will happen next makes 
corporations and consumers less likely to spend. This hurts economic 
output in the long run.  

• People living off a fixed-income, such as retirees, see a 
decline in their purchasing power and, consequently, their standard of 
living.  

• The entire economy must absorb repricing costs as price 
lists, labels, menus and more have to be updated.  

• If the inflation rate is greater than that of other countries, 
domestic products become less competitive.  
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People like to complain about prices going up, but they often ignore 
the fact that wages should be rising as well. The question shouldn't be 
whether inflation is rising, but whether it's rising at a quicker pace than 
your wages.  

Finally, inflation is a sign that an economy is growing. In some 
situations, little inflation (or even deflation) can be just as bad as high 
inflation. The lack of inflation may be an indication that the economy is 
weakening. As you can see, it's not so easy to label inflation as either good 
or bad - it depends on the overall economy as well as your personal 
situation. 

 
 Text Vocabulary 

anticipated 
inflation 

ожидаемая инфляция It also depends on whether 
inflation is anticipated or 
unanticipated. 

hike повышение Shareholders get a 4.5% 
dividend hike to 6.95p. 

domestic внутренний; отечественный Domestic tourism has also 
increased within this period. 

 
COMPREHENSION 

 What is repricing? Try to define it. 
 What is relationship between growth and inflation? 
 What does inflation hit retirees and other people living off a fixed 
income most?  

 
READING SKILLS 

 Define inflation based on the text. 
 What gauges of inflation are mentioned in the text? 
 What abbreviations are used in text? What do they stand for? 

 
Inflation 

Inflation is a persistent tendency for the general level of prices to rise. 
In effect the rate of inflation measures the change in the purchasing power 
of money, i.e. how much money you would have to have this year when 
faced with this year’s prices to be as well-off as you were last year when 
faced with last year’s prices. 
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In most countries inflation is gauged and reported by reference to the 
Consumer Price Index. The CPI measures the change from month to month 
in the cost of a ‘basket’ of goods and services of the type bought by a 
typical household. 

A number of stages are involved in the calculation of the CPI. The 
first stage is to select the items to be included in the index and to weight 
these items according to their relative importance in the average family 
budget. Obviously items on which a family spends a large proportion of its 
income are given heavier weights than those items on which the family 
spends relatively little.  

The weights are derived from the Family Expenditure Survey in 
which several thousands households, carefully chosen to represent all 
regions and types of household, take part each year. Each member of the 
household aged over sixteen years records his or her day-to-day 
expenditure on items, together with any longer-term payments, such as 
telephone bills, season tickets, etc. It is from these records that the weights 
for the RPI are based. 

The second stage in deriving the CPI involves collecting the price 
data. For most items, prices are collected on a specific day each month. 
Prices are obtained from a sample of retail outlets in different areas. 

The final stage is to calculate the CPI from all these data. All index 
numbers must relate to some base period or reference date. 

 
 Text Vocabulary 

to measure измерять  SYN: to gauge 
Long-term regional 
unemployment (measured 
here by those unemployed for 
more than three years) is 
often taken as a good 
indicator of how deep a 
region's problems may be. 

well-off обеспеченный  Higher taxes on the well-off 
would be phased in 
gradually. 

consumer price 
index 

индекс потребительских цен ABBR: СPI 
You are surely aware of the 
escalation of  health care 
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costs and the fact that they 
have been rising faster than 
any other commodity or 
service – far outstripping the 
rate of inflation of the 
Consumer price Index. 

household домашнее хозяйство 85 percent of all American 
households owe money on 
mortgages. 

payment платеж Britain’s balance of payments 
deficit has improved slightly. 

to collect data собирать данные Statistics say they’ve already 
collected more data than had 
been expected. 

sample зд. статистическая выборка We haven’t had time to 
analyse those samples yet. 

retail outlet розничное предприятие; 
предприятие розничной 
торговли 

There are several popular 
retail outlets in that small 
town. 

 
COMPREHENSION 

 What does the rate of inflation measure? 
 Define purchasing power. 
 What does the CPI gauge? 
 In what way is the CPI calculated? 

 
READING SKILLS 

 Look through the text and find why it is necessary to defeat inflation. 
 What methods mentioned are used to curb inflation? 

 
Low Inflation as a Policy Objective 

Much of the recent debate on inflation centres on how best to defeat 
it. Less it heard, at least in public debate, about the actual economic costs 
of inflation. It is important to identify these costs, and to try and quantify 
them, so that they can then be compared with the costs of the policies 
aimed at reducing inflation. These latter costs are usually seen in terms of 
higher unemployment, if restrictive monetary and fiscal policies are used to 
control inflation, or a misallocation of resources if prices and incomes 
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policies are used. Traditionally the costs of inflation were seen in terms of 
its adverse effect on income distribution, as rising prices are particularly 
severe on those with fixed income, such as pensioners. However, Milton 
Friedman, in his Nobel lecture, shifted the focus of attention towards the 
adverse effects of inflation on output and employment. 

In assessing the costs of inflation it is usual to distinguish two cases: 
that of perfectly anticipated inflation, where the rate of inflation is expected 
and has been taken into account in economic transactions, and that of 
imperfectly anticipated, or unexpected inflation. 

 
 Text Vocabulary 

to quantify определять количество; 
измерять 

It is difficult to quantify an 
exact figure as firms are 
reluctant to declare their 
losses. 

restrictive  ограничительный  Britain is to adopt a more 
restrictive policy on arm 
sales. 

misallocation 
  

нерациональное 
использование ресурсов 

There were two major 
projects carried out in the 
1930s which illustrate a 
tragic misallocation of 
capital. 

adverse effect негативный эффект; 
негативное воздействие 

Inflation is considered to be 
undesirable because of its 
adverse effects on income 
distribution. 

income 
distribution  

распределение дохода In 1996, incomes rose at all 
points in the income 
distribution on an after-tax 
basis. 

fixed income постоянный доход The government has never 
failed to give back what it 
owes. They provide a fixed 
income. 

output выпуск; производство The company agreed to keep 
up levels of output in order to 
compensate for supplies lost. 

to assess определять (сумму) Ask them to send you 
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information on how to assess 
the value of your belongings. 

 
COMPREHENSION 

 In what ways are the costs of high inflation considered? 
 Comment on the statement by Milton Friedman. 
 What cases are looked into when assessing the costs of inflation? 

 
EXERCISES 

1.Translate the following sentences into Russian, paying attention 
 to the active vocabulary. 

1. Core inflation, also known as underlying inflation, is a measure of 
inflation which excludes certain items that face volatile price 
movements e.g. food.  
2. Headline inflation is a measure of the total inflation within an 
economy and is affected by areas of the market which may experience 
sudden inflationary spikes such as food or energy. As a result, headline 
inflation may not present an accurate picture of the current state of the 
economy. This differs from core inflation which excludes factors, such 
as food and energy costs. 
3. While the annual rate of inflation has fluctuated greatly over the last 
half century, ranging from nearly zero inflation to 23% inflation, the Fed 
actively tries to maintain a specific rate of inflation. 
4. It is an inflation measure that gauges the price of a fixed basket of 
goods and services. 
5. It is already possible to acquire in a few minutes data that used to 
take six months to collect. 
6. Core inflation is most often calculated by taking the Consumer Price 
Index and excluding certain items from the index, usually energy and 
food products. 
7. The price hike means larger profits, and a guarantee of demand for 
their recorders. 
8. City economists said yesterday that the American decision to cut the 
Fed Funds rate by ¼ point to 33/4 p.c. may have been taken with the 
international as well as the domestic situation in mind. 
9. The big differences are to be measured in terms of rates of growth of 
output and of levels of output per head. 
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10. It is an illiquid asset which generates a fixed income depending on 
the stock's interest rate. 
11. The 1987 household had more spare income, within its weekly total 
of £188.62, for a wide range of other needs. 
12. They often have a broad product range, operating in more than one 
industrial sector, and sometimes show a high degree of vertical 
integration, having control of their sources of supply at one end and the 
chain of distribution at the other. 
13. Debt, hyperinflation, and currency devaluation have combined to 
make a high-risk business riskier still. 
14. Government has gauged its success much more by the number of 
new investments, than by the efficiency with which existing investments 
are maintained and serviced. 
15. Purchasing power is the amount of value of goods/services 
compared to the amount paid. 

 
 2.Match each word with its translation. 

____ output 
____ hyperinflation 
____ headline inflation 
____ fixed income 
____ adverse effect 
____ core inflation 
____ purchasing power 
____ income distribution 
____ consumer price index 
____ to gauge 
____ domestic market 
____ payment 
____ anticipated inflation 
____ to measure 
____ hike 
 

1) измерять 
2) негативный эффект 
3) платеж 
4) повышение 
5) общий уровень инфляции 
6) гиперинфляция 
7) ожидаемая инфляция 
8) индекс потребительских цен 
9) постоянный доход 
10) структурная инфляция 
11) выпуск 
12) измерять 
13) распределение дохода 
14) покупательная способность 
15) внутренний рынок 

 
3.Translate the following sentences into English. 
1. Инфляция проявляется в форме роста цен на товары и услуги, 
не обусловленного повышением их качества. 
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2. В этом году впервые за последнее пятилетие инфляция не 
демонстрирует тенденцию к снижению в течение года. 

3. Причины роста цен таковы, что это заставляет скептически 
относиться к планам правительства и ЦБ. Судите сами: спрос 
на деньги снижается, а любое увеличение ликвидности сразу 
сказывается на ценах. 

4. Инфляция может протекать  умеренно, быть ползучей 
(crawling), в условиях которой цены возрастают не более чем 
на 10 % в год. 

5. Для галопирующей (galloping) инфляции характерен рост цен 
от 20 до 200%. Гиперинфляция  представляет собой огромный 
рост количества денег в обращении и уровня цен. Рекорд 
принадлежит Никарагуа, где в годы гражданской войны 
среднегодовой рост цен достигал 33000%. 

6. Галопирующая  инфляция дезорганизует хозяйство, наносит 
серьезный экономический ущерб, в том числе монополиям, 
затрудняет проведение экономической политики. 

7. Инфляция оказывает серьезное воздействие на занятость. В 
1958 г. английский экономист А.Филипс предложил модель 
«инфляции спроса», наглядно показывающий это воздействие 
(см. подробнее текст ).  

8. Считается, что кривая Филипса может быть использована для 
экономического анализа только в условиях умеренной 
инфляции с постоянным темпом. 

9. Оценивая характер антиинфляционной политики, сторонники 
кейнсианства поддерживают проведение активной бюджетной 
политики – маневрирование государственными расходами и 
налогами в целях воздействия на платежеспособной спрос 
(efficient demand). 

10. Пытаясь обуздать вышедшую из под контроля инфляцию, 
правительства многих стран, начиная с 1960-х гг., проводят 
так называемую политику цен и доходов, главная задача  
которой сводится к ограничению роста заработной платы. 

11. Расчеты Индекса потребительских цен включают несколько 
стадий,  данные о ценах собираются на определенный день по 
выборке розничных предприятий. 
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12. Налоги обеспеченных налогоплательщиков и домашних 
хозяйств составляют меньшую долю в их совокупных 
доходах. 

13. Для измерения инфляции правительства различных стран 
используют различные показатели и индексы. 

14. В долгосрочном периоде общий уровень инфляции растет 
также, как и уровень структурной инфляции. 

15. Данные по инфляции спроса и инфляции предложения, а 
также анализ их причин рассматриваются в главе 4. 

  
 4.Render the text in English. 

Различаются следующие виды проявления инфляции: 
галопирующая инфляция - в виде скачкообразного роста цен; 
гиперинфляция - с очень высокими темпами роста цен (более 50% в 
месяц); ползучая инфляция, проявляющаяся в длительном 
постепенном росте цен. 

По способам возникновения инфляция может быть: инфляция 
издержек, проявляющаяся в росте цен на ресурсы, факторы 
производства; инфляция спроса, возникающая из-за превышения 
спроса над предложением; административная инфляция, порождаемая 
административно назначаемыми ценами; импортируемая инфляция, 
вызываемая чрезмерным притоком в страну иностранной валюты и 
повышением импортных цен; кредитная инфляция, вызываемая 
чрезмерной кредитной экспансией; открытая инфляция, возникающая 
за счет роста цен потребительских товаров и производственных 
ресурсов; скрытая (подавленная) инфляция, возникающая вследствие 
товарного дефицита, сопровождающаяся стремлением государства 
удержать цены на прежнем уровне. В этой ситуации происходит 
переток товаров из контролируемой государством сферы обращения 
на теневые «черные рынки», где цены растут. Следствием скрытой 
инфляции является развитие дефицита; ожидаемая инфляция - 
предполагаемый уровень инфляции в прогнозируемом периоде 
вследствие действия факторов текущего периода. 

KEY WORDS: galloping inflation; discontinuous hike; 
hyperinflation; crawling inflation; cost-push inflation; demand-pull 
inflation; hidden inflation; shortages; overflow of goods; black market. 
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ИНФЛЯЦИЯ ИЗДЕРЖЕК - один из видов инфляции, 

проявляющийся в росте цен на ресурсы, факторы производства, 
вследствие чего растут издержки производства и обращения, а также 
цены на выпускаемую продукцию. 

Причинами роста цен на ресурсы являются, как правило, 
изменение мировых цен на ресурсы и снижение курса отечественной 
валюты. Это отражается в росте цен на конкретные виды продукции 
(например, энергоносители, импортируемые сырье и товары). В свою 
очередь, рост издержек на конкретный товар влияет на изменение цен 
на другие товары, т. к. для приобретения подорожавших товаров 
необходимо поднять цену на свой товар. 

Причины возникновения инфляции издержек в различных 
странах зависят в значительной степени от фазы экономического 
развития, места, занимаемого страной на мировом рынке, и условий 
производства в конкретной стране. В странах с развитой рыночной 
экономикой развитие инфляции издержек ограничено высоким 
уровнем конкурентоспособности производителей и стабильностью 
курса национальной валюты. 

KEY WORDS: cost-push inflation; domestic currency; energy; 
imported raw materials; highly competitive capacity of producers. 

 
ИНФЛЯЦИЯ СПРОСА - разновидность инфляции, 

возникающая при избыточном по отношению к предложению спросе. 
Этот вид инфляции проявляется в экономической ситуации, 

когда совокупные денежные доходы населения и предприятий растут 
быстрее, чем происходит рост реального объема товаров и услуг. Как 
правило, инфляция спроса возникает в условиях полной занятости и 
полной загруженности мощностей, когда производство не в состоянии 
отреагировать на избыток денежных средств в обращении 
необходимым увеличением объемов выпускаемой продукции и услуг. 
Возникающий избыток спроса, таким образом, приводит к 
завышению цен на производимую продукцию. При этом не имеет 
значения, за счет чего увеличивается спрос - за счет увеличения 
расходов государства (госзаказы) или за счет повышения спроса в 
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предпринимательской среде (расширение инвестиционных 
вложений). 

KEY WORDS: demand-pull inflation; excessive demand; aggregate 
money income; state outlays; in enterprise environment. 

 
5.Translate the following texts into Russian. 

Inflation: Core principles 
Investors are living in a world where nobody eats or drives 
The lure of core inflation as a barometer is that headline inflation 

rates tend to be volatile. The rationale for excluding food and fuel is to 
filter out prices that jump around for temporary reasons, such as the 
vagaries of the weather or the messy politics of the Middle East. A good 
core index excludes this noise, leaving only the enduring part of inflation 
that reflects the weight of spending in the economy. 

Despite these statistical merits, there are several reasons not to rely 
blindly on core measures. First, the elements that the core index excludes 
are likely to pick up lasting shifts in inflation pressures earlier. Food and 
petrol are frequent purchases and their prices tend to be less “sticky” than 
those for more durable goods. Rising retail food prices can sometimes 
signal general price pressures. They are also a strong influence on 
perceptions of inflation, because consumers encounter them so frequently. 

Second, the core and volatile elements of inflation are not entirely 
independent. Increase in food and energy costs can squeeze spending on 
other goods and services, depressing prices and artificially lowering core 
inflation. That is the reason why Mervyn King, the Bank of England’s 
governor, referred price categories as “highly misleading.”  

Third, core measures tend to stress the disinflationary supply-side of 
globalisation, but play down the inflationary pressures on demand. The 
integration of China and India into the global economy has led to lower 
prices for manufactured goods, trimming core inflation rates. But there is a 
sting in the tail: rapid growth in emerging economies has pumped up global 
demand for primary resources and boosted commodity-price inflation – not 
just in oil but in food too. When these pressures are sustained, as they have 
been, core measures will under-represent true inflation.  

The truth is that no index is perfect (there is a long argument to be 
had about whether housing costs are properly measured in the core number 
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as well). What matters most are what real consumers spend their money on 
– and how they react to the prices of those things. Core measures are 
certainly useful if they can efficiently strip out price changes that are likely 
to prove fleeting, without losing track of underlying inflation. But investors 
should remember that they are never all you need to know about inflation. 
Unless, of course, you live in a world without cars, air conditioners and 
cornflakes. 
 

 Text Vocabulary 
volatile  изменчивый; колеблющийся The international oil markets 

have been highly volatile 
since the early 1970s. 

retail  розничный  Unemployment is rising again 
and retail buying has fallen 
off. 

to squeeze уменьшать  Defense experts say joint 
projects are increasingly 
squeezed by budget 
pressures. 

to depress снижать The stronger US dollar 
depressed sales. 

governor of a 
bank 

управляющий банком Economic policy in Europe 
should not be run by an 
unaccountable committee of 
governors of central banks. 

manufactured 
goods 

промышленные товары 
 

We would not charge 
countries exporting non-
manufactured goods such as 
bananas or coffee beans.  
We import manufactured 
goods from Europe. 

to trim сокращеть немного He promised to trim the city 
budget without cutting 
essential services. 

 
What's so bad about higher inflation?  

High inflation is bad because it can hinder economic growth, and for 
a lot of reasons. For one thing, it makes it harder to tell what a change in 
the price of a particular product means. For example, a firm that is offered 
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higher prices for its products can have trouble telling how much of the 
price change is due to stronger demand for its products and how much 
reflects the economy-wide rise in prices.  

Moreover, when inflation is high, it also tends to vary a lot, and that 
makes people uncertain about what inflation will be in the future. That 
uncertainty can hinder economic growth in a couple of ways—it adds an 
inflation risk premium to long-term interest rates, and it complicates 
further the planning and contracting by businesses and households that are 
so essential to capital formation.  

That's not all. Because many aspects of the tax system are not 
indexed to inflation, high inflation distorts economic decisions by 
arbitrarily increasing or decreasing after-tax rates of return to different 
kinds of economic activities. In addition, it leads people to spend time and 
resources hedging against inflation instead of pursuing more productive 
activities.  

Another problem is that an unexpected inflation tends to redistribute 
wealth. For example, when loans have fixed rates, an unexpected inflation 
redistributes wealth from lenders to borrowers, because inflation lowers the 
real burden of making a stream of payments whose nominal value is fixed.  

 
 What's so bad about deflation? 

First, let's talk about the difference between disinflation and deflation. 
Disinflation just means that the rate of inflation is slowing—say, from 3% 
a year to 2% a year. Deflation, in contrast, means that there's a fall in 
prices; and it's not just a fall in prices in some sectors—like the familiar 
falling prices of a lot of computer equipment. Rather, in a deflation, prices 
are falling throughout the economy, so the inflation rate is negative. That 
may sound good, if you're a consumer.  

But, in fact, deflation can be as bad as too much inflation. And the 
reasons are pretty similar. For example, to go back to the case of the fixed-
rate loan, a surprise deflation also redistributes wealth, but in the opposite 
direction from inflation, that is, from borrowers to lenders. The reason is 
that deflation raises the real burden of making a stream of payments whose 
nominal value is fixed.  

A substantial, prolonged deflation, like the one during the Great 
Depression, can be associated with severe problems in the financial system. 
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It can lead to significant declines in the value of collateral owned by 
households and firms, making it more difficult to borrow. And falling 
collateral values may force lenders to call in outstanding loans, which 
would force firms to cut back their scale of operations and force 
households to cut back consumption.  

Finally, in a deflationary episode, interest rates are likely to be lower 
than they are during periods of low inflation, which means that the Fed's 
ability to stimulate the economy will be even more limited.  

 
 Text Vocabulary 

deflation дефляция  SYN: disinflation 
But developments elsewhere 
in the economy, not least 
deflation, should help to 
mitigate the impact of 
earnings growth on inflation. 

disinflation дефляция  SYN: deflation 
Disinflation is a reduction in 
the rate of inflation, 
especially as a result of 
government policies. 

collateral обеспечение  Many people use personal 
assets as collateral for small 
business loans. 

 
 The Phillips Curve 

 
       Exhibit 1 
 



 137

The Phillips curve below depicts the relationship between inflation 
and unemployment. Generally, they move in opposite directions.  

 
   Exhibit 2 
 

Pt. A in both graphs (Exhibits 1 and 2) is at the top of the boom. 
There is high growth and very low unemployment (in other words, close to 
full employment). Inflation tends to be high because 1) employers raise 
wages in order to attract workers who are in scarce supply 2) workers are 
emboldened to push for higher wages 3) businesses raise prices in response 
to strong consumer demand (all those folks with jobs and flush wallets). 

Conversely, at Pt. B the economy is in a slump. Growth is low or 
even negative (ie. output is shrinking). Unemployment is very high and so 
workers are not buying. Inflation tends to be low as wages fall and 
businesses drop (or at least don't raise) their prices because they aren't 
selling all their stock.  

Keynesian macropolicy shoots for Pt. C - moderate growth, moderate 
unemployment and moderate inflation. Keynesian macropolicy seeks to 
tame the business cycle (this is shown as the dotted line on the Business 
Cycle graph – Exhibit 1). 

Neoliberal macropolicy is far more concerned about keeping inflation 
down, even at the expense of growth and employment.  
 

 Text Vocabulary 
scarce редкий, дефицитный Fresh food is so scarce that 

prices have rocketed. 
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VOCABULARY OF THE MODULE 
 

adverse effect 
anticipated inflation 
assess 
collateral 
collect data 
consumer price index 
core inflation 
deflation 
depress 
disinflation 
domestic 
fixed income 
governor of a bank 
headline inflation 
hike 
household 
hyperinflation 
income distribution  
inflation 
inflation pressure 
manufactured goods 
measure 
misallocation 
output 
payment 
purchasing power 
quantify 
restrictive  
retail  
retail outlet 
sample 
scarce 
squeeze 
trim 
underlying  inflation 
volatile  
well-off 
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SPEAKING SKILLS SECTION 
Presentations: Step by Step 
 
In Part 3 in addition to brainstorming and discussing ideas 
we will work at presentation skills and public speaking 
skills.  

 
3.2. Brainstorm ideas on causes of inflation. 
3.3. Brainstorm on kinds of cycles in modern economy. 
3.4. Compare different cycles. Discuss your ideas. 
 
3.5. Brainstorm on the following question. 
     What makes a good presentation? 
Compare your list with your partners. Which things were mentioned by 
all of you? Which not? 
 
3.6. Look into the following list and decide if the aspects mentioned 
influence the efficiency of any presentation. 

1. Accuracy of speech. 
2. Speech speed. 
3. Body language. 
4. Eye contact. 
5. Bright beginning. 
6. Impressive ending. 
7. Transitions. 
8. Humour. 

 
3.7. Read the following text describing the steps of presentation. 

The steps required to prepare an effective presentation parallel the 
steps you follow to write a document. As with writing a document, 
determine your purpose and analyze your audience. Then gather the facts 
that will support your point of view or proposal and logically organize that 
information.  

Presentations do, however, differ from written documents in a 
number of important ways. They are intended for listeners, not readers. 
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Because you are speaking, your manner of delivery, the way you organize 
the material, and your supporting visuals require as much attention as your 
content. 

When structuring the presentation, focus on your audience. Give your 
audience a brief overview of your presentation at the beginning, use the 
body to develop your ideas, and end with a summary of what you covered. 

Once you have outlined your presentation and prepared your visuals, 
you are ready to practice your presentation and delivery techniques. Your 
delivery is both audible and visual. In addition to your words and message, 
your nonverbal communication affects your audience. Be animated. If you 
want listeners to share your point of view, show enthusiasm for your topic. 
The most common delivery techniques include making eye contact; using 
movement and gestures; and varying voice inflection, projection, and pace. 

3.8. Write an essay on presentation skills. Consult the list 
 below (3.9) if necessary. 

3.10. Look through the list. Decide which of the steps are the most 
 essential. 

STEP 1. Determine the purpose of your presentation. 
STEP 2. Analyze your audience. 
STEP 3. Collect information to support your point of view. 
STEP 4. Logically organize the information. 
STEP 5. Structure the information you are going to present. 
STEP 6. Make slides. Do not pack too much information on each 

 slide. Do not overdo the number of slides. 
STEP 7. Write your speech (commentaries). 
STEP 8. Use both written patterns for slides and oral patterns for 

 your comments. 
STEP 9. Deliver your presentation. Be friendly and confident. Keep 

 a constant eye  contact with your audience. Mind your body 
 language. 

 
3.11. Making a presentation – step by step. 
Assignment: presentation of Adam Smith’s views on the division of 

 labour. 
Audience: group mates. 
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Objective: to brief your group mates on the topic. 
To save time, we have taken a text as a written part (commentary) 

 for our presentation. Look it through and proceed to Presentation 
 Slides and Commentary below.  To simplify the assignment all 
 paragraphs are numbered like this [1]. 

 
Adam Smith on the Division of Labor 
[1]The view of economic growth we have just been discussing is a 

relatively modern one. Adam Smith had a different view - not necessarily 
contrary to the modern view, just different. It will be worthwhile to digress 
a bit and review what the founder of our science had to say about the 
growth of production.  

[2]Like modern economists, Smith believed that the standard of 
living (the Wealth of a Nation) could rise only if the productivity of labor 
would rise. For Smith, the most important force leading to a rising 
standard of living was division of labor.  

[3]What most people associate with Adam Smith is the idea of the 
"invisible hand;" the idea, that is, that free markets restrain prices to some 
"natural" level and assure the supply of goods and services at the "natural" 
price. Indeed Smith's discussion of the "invisible hand" comes quite early 
in The Wealth of Nations, but it is not the first topic Smith takes up. In 
Smith's logic, it could not be. The very first topic Smith takes up is the 
division of labor.  

[4]Smith argues that increasing the division of labor increases 
productivity. In one of the most famous passages in the book, Smith 
illustrates this tendency by a description of work in a pin factory:  

[5]But in the way in which this business is now carried on, not only 
the whole work is a particular trade, but is divided into a number of 
branches, of which the greater part are likewise peculiar trades. One man 
draws out the wire, another straights it, a fourth points it, a fifth grinds it 
at the top for receiving the head; to make the head requires two or three 
distinct operations; to put it on, is a particular business, to whiten the pins 
is another; it is even a trade by itself to put them in the paper; and the 
important business of making a pin is, in this manner, divided into about 
eighteen distinct operations, which, in some manufactories, are all 
performed by distinct hands, though in some others the same man will 
sometimes perform two or three of them. I have seen a small manufactory 
of this kind where only ten men were employed, and where some of them 
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consequently performed two or three distinct operations. But though they 
were very poor, and therefore but indifferently accommodated with the 
necessary machinery, they could, when they exerted themselves, make 
among them about twelve pounds of pins in a day. There are in a pound 
about four thousand pins of a middling size. Those ten persons, therefore, 
could make among them upwards of forty-eight thousand pins in a day. 
But if they had all wrought separately and independently, and without any 
of them having been educated to this particular business, they certainly 
could not each of them have made twenty, perhaps not one pin a day; that 
is, certainly, not the two hundred fortieth, perhaps not the four thousand 
eight hundredth part of what they are at present capable of performing, in 
consequence of a proper division and combination of their different 
operations.  

[6]This passage shows what Smith meant by the division of labor, 
and by the claim that increasing division of labor increases the 
productivity of labor. What I want to add is that the division of labor and 
specialization are aspects of what we might call cooperative production. In 
the pin factory, each worker is taking a different part of the work, and in 
doing his part he is working along with – co-operating with – the other 
workers in the pin factory. Each relies on the others for the part he or she 
does not do. They take different roles in production, and the roles are 
complementary. Classical economists of the nineteenth century extended 
this idea, until Richard Ely, a founder of the American Economic 
Association, argued that cooperation in production is the primary source 
of high standards of living. Unfortunately, this vision was lost in the 
twentieth century. Perhaps it will be recovered in the twenty-first.  

[7]Smith's first great insight here is that cooperative production 
increases productivity. "The division of labor ... occasions, in every art, a 
proportionable increase in the productive powers of labor. ... It is the 
great multiplication of the productions of all the different arts, in 
consequence of the division of labor, which occasions, in a well-governed 
society, that universal wealth which extends itself to the lowest ranks of 
the people." In short, "In civilized society [one] stands at all times in need 
of the co-operation and assistance of great multitudes, ..."  

[8]The division of labor into different trades is also an aspect (and 
perhaps the more important aspect) of the division of labor, according to 
Smith. "In the lone houses and very small villages which are scattered 
about in so desert a country as the Highlands of Scotland, every farmer 
must be butcher, baker and brewer for his own family. ... A country 



 143

carpenter deals in every sort of work that is made of wood ...[he] is not 
only a carpenter, but a joiner, a cabinet maker, and even a carver in 
wood, as well as a wheelwright, a ploughwright, a cart and wagon 
maker." This is in contrast to a more developed region. "Observe the 
accommodation of the most common artificer or day-laborer in a civilized 
and thriving country, and you will perceive that the number of people of 
whose industry a part, though but a small part, has been employed in 
procuring him his accommodation, exceeds all calculation." Conversely, 
the laborer's work usually will contribute, directly or indirectly, to meeting 
the needs of many others in society.  

[9]This division of labor is so characteristic of modern society that 
we may fail to notice it, as a fish fails to notice the water in which it 
swims. It was newer, and thus perhaps more noticeable, in Smith's time. 
Economists have had little to say about it in the twentieth century – at 
least, in most of the twentieth century. Just recently, in the 1990's, a 
number of economists specializing in the study of economic growth have 
again come to see the division of labor as a key cause of growth in the 
wealth of nations. 

 
3.12. Presentation slides and commentary.  
Let us make slides and commentaries 
(paraphrasing written text into oral speech). 
Slide1 Commentary to Slide 1 
Adam Smith  
on the Division of Labor 

The topic of my today’s 
presentation is Adam Smith’s views 
on the division of labor. Like 
modern economists, Smith believed 
that the standard of living could rise 
only if the productivity of labor would 
rise. For Smith, the most important 
force leading to a rising standard of 
living was division of labor. [2] 

Slide 2 Commentary to Slide 2 
The Wealth of Nations 

 ‘invisible hand’ of the 
market; 

 the division of labor. 

It will be worthwhile to digress a bit 
and review what the founder of 
economics said about the division of 
labor. [1]  
Most people associate the idea of 
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‘invisible hand’ with Adam Smith. 
According to that idea, free markets 
restrain prices to some natural level 
and assure the supply of goods and 
services at the natural price. But 
before taking up this idea, Smith 
turned to the division of labor. [3] 

Slide 3 Commentary to Slide 3 
Increasing the division of labor 
results in increasing productivity  

Smith argues that increasing the 
division of labor increases 
productivity. In one of the most 
famous passages in the book, Smith 
illustrates this tendency describing 
work in a pin factory.[4] 
The production progress is divided 
into several operations. {QUOTE} I 
would like to quote: ‘One man draws 
out the wire, another straights it, a 
fourth points it, a fifth grinds it at the 
top for receiving the head; to make 
the head requires two or three distinct 
operations…’ And that is only a part 
of the process. The workers earned 
much more money daily as they 
produced more than they would do if 
they had worked separately.[5] 

Slide 4 Commentary to Slide 4 
Division of labor & 
specialization 
                 are aspects of 
cooperative production 
             

The quoted passage shows what Smith 
meant by the division of labor, and by 
the claim that increasing division of 
labor increases the productivity of 
labor.  
What I want to add is that the division 
of labor and specialization are 
aspects of what we might call 
cooperative production. [6] 

Slide 5 Commentary to Slide 5 
In a pin factory 
each worker 

In the pin factory, each worker is 
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     takes his part of work; 
     cooperates with other workers; 
     relies on the others; 
     takes different roles. 

taking a different part of the work, 
and in doing his part he is working 
along with – co-operating with – the 
other workers in the pin factory. Each 
relies on the others for the part he or 
she does not do. They take different 
roles in production, and the roles are 
complementary. Classical economists 
of the nineteenth century extended this 
idea, until Richard Ely, a founder of 
the American Economic Association, 
argued that cooperation in production 
is the primary source of high 
standards of living. Unfortunately, 
this vision was lost in the twentieth 
century. Perhaps it will be recovered 
in the twenty-first. [6] 

Slide 6 Commentary to Slide 6 
Cooperative production increases 
productivity. 
Adam Smith 

Smith's first great insight is that 
cooperative production increases 
productivity. {QUOTE} Smith wrote: 
‘It is the great multiplication of the 
productions of all the different arts, in 
consequence of the division of labor, 
which occasions, in a well-governed 
society, that universal wealth which 
extends itself to the lowest ranks of the 
people’. [7] 

Slide 7 Commentary to Slide 7 
The division of labor into different 
trades is another aspect of the 
division of labor. 

According to Adam Smith, in very 
small villages in deserted areas every 
farmer must be butcher, baker and 
brewer for his own family. 
This is in contrast to a more 
developed region. 
The laborer’s work usually 
contributes to meeting needs of many 
others in society. [8] 
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Slide 8 Commentary to Slide 8 
The division of labor in the 21st 
century is the key cause of 
growth in the wealth of nations. 
 
Do you agree? 

To end up my little presentation I 
would like to say that the division of 
labor is so characteristic of modern 
society that we may fail to notice it, as 
a fish fails to notice the water in 
which it swims. It was newer in 
Smith's time. Probably it was more 
noticeable then.  Economists have had 
little to say about it in the twentieth 
century. Just recently, in the 1990's, a 
number of economists specializing in 
economic growth have again come to 
see the division of labor as a key 
cause of growth in the wealth of 
nations.[9] 
I would like to ask you to prove or 
oppose my point of view. You are 
welcome with questions or opinions.  

 
3.13. Make slides and commentaries to slides based on Texts Nos. 1, 

 5 and 6 in accordance with the pattern given in 4.6. 

 
WRITING SKILLS SECTION 

Essay Structure 
 
In Part 3 we will proceed with essay-writing. 
 
 

When something can be read without effort,  
great effort has gone into its writing. 

Enrique Jardiel Poncela 
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3.14. Read the text describing the structure of essays. 
Essay Structure 

 
The Introduction 
This is the first paragraph of an essay. It explains the topic. The 

introduction should be designed to attract the reader's attention and give an 
idea of the essay's focus. It also has a thesis statement. 

 
Thesis Statement 
The thesis statement is the sentence that tells the main idea of 

the  whole essay. It usually comes at or near the end of the 
introductory paragraph. The thesis statement must have two parts. 

 The first part states the topic.  
 The second part states the point of the essay. 

 
The Main Body 
These are the paragraphs that explain and support the thesis statement 

and come between the introduction and the conclusion. 
Each body paragraph will have the same basic structure. 

1. Start by writing down one of your main ideas, in sentence form.  
2. Next, write down each of your supporting points for that main idea, 

but leave four or five lines in between each point.  
3. In the space under each point, write down some elaboration for that 

point. Elaboration can be further description or explanation or 
discussion. 
 
The conclusion 
This is the last paragraph of an essay. It summarises the thesis.  
All the conclusion needs is three or four strong sentences which do 

not need to follow any set formula. Simply review the main points (being 
careful not to restate them exactly) or briefly describe your feelings about 
the topic. 

 
Revise your essay. Nothing can substitute for revision of your work. 

By reviewing what you have done, you can improve weak points that 
otherwise would be missed. Read and reread your paper. 
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3.15. Write an essay on the following topics: 
3.15.1. Inflation in modern economy. 
3.15.2. Reasons for higher inflation. 
3.15.3. GDP as the key economic indicator. 
3.15.4. Phases of a business cycle. 
3.15.5. Cycles in economy. 

 
 
PART 4 
READING AND VOCABULARY SECTION 
 
MODULE 7. Free Trade and Protectionism 
This module will consider free trade issues and 
protectionism in international trade. 
 
LEAD-IN 
There are a number of reasons why governments may choose to 
protect domestic industries. However many governments have a 
policy of opening markets. This means removing or lowering trade 
barriers that restrict other countries goods and services coming into 
their countries. In response to a more liberalised global trading 
environment other countries are also lowering their barriers for 
their exports. 
 

 What is defined as ‘free trade’? 
 When do nations turn to protectionism? 
 What measures can be used to protect national industries? 

 

 
free trade         protectionism     retaliation 

dumping         non-tariff barriers         tariffs 
infant industries            national champions 
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 Look through the words in the Key Vocabulary Section. Translate 
the sentences given in the right column.  

 

 Key Vocabulary 
free trade свобода торговли Duties and taxes are the most 

obvious barrier to free trade.  
protectionism протекционизм We have to address the fact 

that the Asian countries are 
practicing a form of 
protectionism. 

retaliation ответные меры The EU turned to retaliation 
measures in response.  

dumping демпинг This practice is known as 
dumping, that is selling below 
cost to drive competition out 
of business. 

non-tariff barrier нетарифный барьер  
tariff тариф America wants to eliminate 

tariffs on items such as 
electronics. 

infant industry новая отрасль The infant industry argument 
is an economic reason for 
protectionism. 

national 
champion 

национальная отрасль, 
конкурентоспособная на 
мировом рынке 

SYN: champion industry 
Champion Industries 
Continues Climb in National 
Rankings 

 
READING SKILLS 

 Skim the text to find out what it is about. 
 Find the consequences caused by protectionist measures. 
 Make up a list of key words which describe the major points of the text. 
 Comment on the statement in italics. 
 Give the gist of the text (not more than two sentences). 
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Protectionism  
Protectionist measures are aimed at reducing the level of imports, 

either because of the ‘damage’ they cause to particular domestic industries, 
or because of their adverse effects on the balance of payments. 

Free trade was given impetus by ‘The Theory of Comparative 
Advantage’, outlined by Ricardo in the nineteenth century. Essentially, 
Ricardo sought to extent Adam Smith’s principle of the division of labour 
to a global scale, with each country specializing in those goods which it 
could produce most efficiently. Even if one country was more efficient 
than another country in the production of all goods, Ricardo showed that it 
could still gain by specializing in those goods in which its relative 
efficiency was greatest. It was said to have a comparative advantage in 
such goods. This would raise total world output above the level it would 
otherwise be, with the benefits shared via trade between the two countries. 
The degree of benefit to any one country after specialization and trade 
would depend upon the terms of trade, i.e. the ratio of export to import 
prices. 

The use of protectionist measures, such as tariffs, may distort the 
comparative cost ratios, by raising import prices and discouraging the 
domestic production of goods that could otherwise have been imported 
rather more cheaply. In addition to disrupting the efficient allocation of 
domestic resources, such protectionist measures are likely to reduce 
international specialization and to lead to a less efficient allocation of 
world resources. 

There are a number of methods which may be used to restrict the 
level of imports into a country. 

A tariff is, in effect, a tax levied on imported goods, usually with the 
intention of raising the price of imports and thereby discouraging their 
purchase. Additionally, it is a source of revenue for the government. Tariffs 
can be of two types: lump sum, or specific, with the tariff a fixed amount 
per unit; ad valorem, or percentage, with the tariff a variable amount per 
unit. 

In recent years there has been a considerable increase in trade that is 
subject to non-tariff barriers. This has been particularly noticeable with 
regard to trade in manufactures. Let us now consider the types of non-tariff 
barrier in use. 
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A quota is a physical limit on the amount of an imported good that 
may be sold in a country in a given period.  

Voluntary Export Restraints (VERs) are arrangements by which an 
individual exporter or group of exporters agrees with an importing country 
to limit the quantity of a specific product to be targeted at a particular 
market over a given period of time. In effect, VERs are quotas. 

The first three forms of protection we have described have all been 
designed to restrict the volume of imports directly. An alternative policy is 
to provide a subsidy to domestic producers so as to improve their 
competitiveness in both the home and world markets. 

Exchange controls enable the government to limit the availability of 
foreign currencies and so curtail excessive imports. Exchange controls 
could also be employed to discourage speculation and investment abroad. 

Health and safety standards are often imposed in the knowledge that 
certain imported goods will be unable to meet the requirements. 

Protectionist measures may be applied on a selective or more 
widespread basis, with most of the measures currently in force falling into 
the first category. 

A number of arguments have been used to justify the application of 
both tariff and non-tariff barriers on a selective basis: 

1. To prevent dumping. 
2. To protect infant industries. 
3. To protect strategically important industries. 
4. To maintain employment by preventing the rapid contraction of 

labour-intensive industries. 
Dumping occurs where a good is sold in an overseas market at a price 

below the real cost of production. 
The use of protection in order to establish new industries is widely 

accepted, particularly in the case of developing countries. An infant 
industry is likely to have a relatively high cost structure in the short run, 
and in the absence of protective measures may find it difficult to compete 
with the established overseas industries already benefiting from scale 
economies. 

   
COMPREHENSION 

 What are protectionist measures aimed at? 
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 Who described free trade theoretically? 
 What are the advantages of specialization? 
 Enumerate the main methods used to restrict the level of 
imports? 

 Which of them is the most widespread? Why? 
 In what way can health and safety standards restrict imports? 
 Which of the arguments justifying the application of 
protectionist measures seems most appealing? Why? Prove your 
point. 

 
 Text Vocabulary 

impetus стимул SYN: stimulus; spur; 
encouragement 
One powerful impetus for 
community action regardless 
of economic status is an 
environmental threat. 

comparative 
advantage 

сравнительное преимущество This pattern of trade and 
production illustrates the law 
of comparative advantage. 

division of labour разделение труда This division of labor is so 
characteristic of modern 
society that we may fail to 
notice it. 

terms of trade условия торговли 
(отношения индекса 
экспортных цен к индексу 
импортных цен; различают 
чистые бартерные, доходные 
и факторные условия 
торговли ) 

Terms of trade is an index of 
the price of a country's 
exports in terms of its 
imports.  

ratio коэффициент The bottom chart shows the 
ratio of personal debt to 
personal income. 

to distort искажать The minister has said his 
remarks at the weekend have 
been distorted. 

lump sum единовременно 
выплачиваемая сумма 

Obviously we’ve never had 
that money in one lump sum, 
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so progress is slow but it is 
there. 

variable переменная (величина) Other variables in making 
forecasts for the industry 
include the weather and the 
general economic climate. 

manufacture промышленное изделие In economics, manufactures 
are goods or products which 
have been made in a factory. 

quota квота A quota is the limited number 
or quantity of something 
which is officially allowed. 

voluntary export 
restraint 

добровольное ограничение 
экспорта 

ABBR: VER 
A voluntary export restraint 
is a restriction set by a 
government on the quantity of 
goods that can be exported 
out of a country during a 
specified period of time. 

subsidy субсидия European farmers are 
planning a massive 
demonstration against farm 
subsidy cuts. 

exchange control валютный контроль Foreign exchange controls 
are various forms of controls 
imposed by a government on 
the purchase/sale of foreign 
currencies by residents or on 
the purchase/sale of local 
currency by nonresidents. 

dumping демпинг A practice known as dumping 
is selling below costs to drive 
competition out of business. 

labour-intensive трудоемкий Labour-intensive industries 
or methods of making things 
involve a lot of workers. 

established признанный (о компании, 
отрасли) 

Many established firms were 
facing bankruptcy. 

scale economies экономия на масштабах VARIANT: economies of 
scale 
Building many units at once 
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produces scale economies 
that can be passed through to 
purchasers. 

 
READING SKILLS 

 Has the USA always been an advocate of free trade? 
 Scan the text to find any information on retaliation towards the 
USA. 

 Skim the text for the gist. 
 
From Protectionism to Liberalized Trade 

The United States has not always been a forceful advocate of free 
trade. At times in its history, the country has had a strong impulse toward 
economic protectionism (the practice of using tariffs or quotas to limit 
imports of foreign goods in order to protect native industry). At the 
beginning of the republic, for instance, statesman Alexander Hamilton 
advocated a protective tariff to encourage American industrial development 
– advice the country largely followed. U.S. protectionism peaked in 1930 
with the enactment of the Smoot-Hawley Act, which sharply increased 
U.S. tariffs. The act, which quickly led to foreign retaliation, contributed 
significantly to the economic crisis that gripped the United States and 
much of the world during the 1930s. 

The U.S. approach to trade policy since 1934 has been a direct 
outgrowth of the unhappy experiences surrounding the Smoot-Hawley Act. 
In 1934, Congress enacted the Trade Agreements Act of 1934, which 
provided the basic legislative mandate to cut U.S. tariffs. "Nations cannot 
produce on a level to sustain their people and well-being unless they have 
reasonable opportunities to trade with one another," explained then-
Secretary of State Cordell Hull. "The principles underlying the Trade 
Agreements Program are therefore an indispensable cornerstone for the 
edifice of peace." 

Following World War II, many U.S. leaders argued that the domestic 
stability and continuing loyalty of U.S. allies would depend on their 
economic recovery. U.S. aid was important to this recovery, but these 
nations also needed export markets - particularly the huge U.S. market - in 
order to regain economic independence and achieve economic growth. The 
United States supported trade liberalization and was instrumental in the 
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creation of the General Agreement on Tariffs and Trade (GATT), an 
international code of tariff and trade rules that was signed by 23 countries 
in 1947. By the end of the 1980s, more than 90 countries had joined the 
agreement. It gave birth to the World Trade Organisation, another 
framework for free trade cooperation. 

In addition to setting codes of conduct for international trade, GATT 
and WTO sponsored several rounds of multilateral trade negotiations, and 
the United States participated actively in each of them, often taking a 
leadership role.  

 
COMREHENSION 

 Why is the text headlined ‘From Protectionism to Liberalized 
Trade’? 

 When did US protectionism peak? 
 What is the Smoot-Hawley Act? 
 What policy did the US pursue after World War II? 
 What role did the USA play in the creation of the GATT? 
 What part do the GATT and the WTO take in modern system of 
international trade? 

 

 Text Vocabulary 
trade 
liberalization 

либерализация торговли They talked a little bit about 
some of the themes that would 
likely be covered during that 
trip – certainly, trade 
liberalization, sustainable 
development. 

General 
Agreement on 
Tariffs and 
Trade, the 

Генеральное соглашение о 
тарифах и торговли 

ABBR: GATT 
As the French reaction to the 
recent GATT compromise on 
farm subsidies vividly 
demonstrates, it is harder to 
withdraw agricultural 
protection in Europe. 

World Trade 
Organisation, the 

Всемирная торговая 
организация , ВТО 

ABBR: WTO 
They then moved to economic 
issues and discussed the 
WTO. 
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round of 
negotiations 

раунд переговоров Barry Goldwater had been 
one of just eight senators to 
vote against the 1962 law that 
gave President Kennedy the 
authority to engage in the 
Kennedy round of GATT 
negations. 

 
 EXERCISES 
 1.Translate the following sentences into Russian, paying attention 
 to the active vocabulary. 

1. The aim of the current round of talks is to promote free trade and to 
avert the treat of increasing protectionism. 

2. Decisions could be made on the basis of price, delivery dates, after-
sales service or any other variable. 

3. The European Union has provisionally agreed to increase the quotas. 
4. The United States had no intention of backing down in its bitter row 

with the European Union over farm subsidies. 
5. Construction remains a relatively labour-intensive industry. 
6. Unlike Ford, which quickly learned the worst about Jaguar, BMW 

left Rover alone for too long, failing for example to integrate parts – 
buying with that of the whole group, so that scale economies were 
missed. 

7. The terms of trade are said to improve if that index rises. 
8. The subsidies are designed to cushion farmers against unpredictable 

weather. 
9. Latin American exporters may in future have to look more to the 

WTO than to inter-regional agreements. 
10. Typically voluntary export restrains arise when the import-

competing industries seek protection from a surge of imports from 
particular exporting countries. VERs are then offered by the exporter 
to appease the importing country and to avoid the effects of possible 
trade restraints on the part of the importer. 

11. Countries with foreign exchange controls are also known as 
"Article 14 countries," after the provision in the International 
Monetary Fund agreement allowing exchange controls for transitional 
economies. 
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12. The World Trade Organization (WTO) is an international 
organization designed to supervise and liberalize international trade. 
The WTO came into being on January 1, 1995, and is the successor to 
the General Agreement on Tariffs and Trade (GATT), which was 
created in 1948, and continued to operate for almost five decades as a 
de facto international organization. 

13. Seven rounds of negotiations occurred under the GATT. The first 
GATT trade rounds concentrated on further reducing tariffs. Then, 
the Kennedy Round in the mid-sixties brought about a GATT anti-
dumping Agreement and a section on development. The Tokyo 
Round during the seventies was the first major attempt to tackle trade 
barriers. 

14. The term "labor intensive" can be used when proposing the amount 
of work that is assigned to each worker/employee (labor), 
emphasizing on the skill involved in the respective line of work. 

15. The Office of the United States Trade Representative said today that 
any immediate unilateral retaliation against the United States for its 
recent temporary safeguard action on steel would be unprecedented in 
the history of World Trade Organization (WTO) dispute settlement 
procedures, and would strike at the heart of the multilateral trading 
system. 

 
2.Match each word with its translation. 

____ ratio 
____ manufacture 
____ exchange control 
____ impetus 
____ dumping 
____ terms of trade 
____ established 
____ variable 
____ trade liberalization 
____ labour-intensive 
____ comparative 
advantage 
____ infant industry 

1) молодая отрасль 
2) переменная 
3) сравнительное преимущество 
4) условия торговли 
5) трудоемкий 
6) признанный 
7) стимул 
8) компания – отечественный лидер 
9) разделение труда 
10) ответные меры 
11) промышленное изделие 
12) коэффициент 
13) валютный контроль 
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____ retaliation 
____ division of labour 
____ national champion 
 

14) демпинг 
15) либерализация торговли 

 
3.Translate the following sentences into English. 
1. Международная торговля, обмен товарами и услугами между 
людьми и фирмами разных стран. На протяжении нескольких 
тысячелетий, со времени зарождения цивилизаций, вывоз товаров 
в зарубежные страны в обмен на иноземные товары являлся 
неотъемлемой чертой мирового хозяйства.  
2. В 19 веке стремительный рост производства и развитие средств 
транспорта и связи привели к огромному расширению сферы 
внешней торговли и увеличению ее объема.  
3. Тем не менее, на протяжении большей части 20 веке 
действовала тенденция к снижению доли пересекающих границы 
товаров и услуг в совокупном мировом объеме производства. 
4. Экономия на масштабах обычно достигается в тех странах, 
которые впервые начали изготавливать данный продукт, накопили 
самый большой опыт в его производстве и сформировали для него 
наиболее емкий рынок.  
5. Сравнительное преимущество - концепция, согласно которой 
экономические субъекты, будь то отдельные люди или целые 
страны, оказываются наиболее производительными, когда они 
специализируются на производстве тех товаров и услуг, в 
изготовлении которых они проявляют особую эффективность или 
располагают значительным опытом и квалификацией. 
6. Концепция сравнительных преимуществ служит теоретическим 
обоснованием международного разделения труда. 
7. В регулировании заметен переход к политике либерализации 
торговли, использование комплекса таможенных мер под эгидой 
(under the aegis of) ГАТТ. 
8. Всеми́рная торго́вая организа́ция (ВТО) - международная 
организация, созданная в 1995 году с целью либерализации 
международной торговли и регулирования торгово-политических 
отношений государств-членов. 
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9. Обсуждения проблем и принятие решений по глобальным 
проблемам либерализации и перспективам дальнейшего развития 
мировой торговли проходят в рамках многосторонних торговых 
переговоров (раундов). 
10. Правительство поддерживает протекционистские тарифы с 
тем, чтобы защитить новые отрасли, которые еще не признанны и 
не могут конкурировать на мировом рынке. 
11. Многие страны обращаются в ВТО с претензиями (claims) по 
поводу демпинга товаров иностранными компаниями на их 
национальных рынках. 
12. Многие переменные величины используются для анализа 
состояния торговли. 
13. Аргумент о том, что тарифы ведут к искажениям в 
международной торговле, опровергается правительствами 
развивающихся стран, которые вынуждены оказывать помощь 
своим компаниям, не способным конкурировать с ТНК 
(multinationals). 
14. Разделение труда связано с использованием странами и 
регионами сравнительных преимуществ. 
15. Валютный контроль существует в большинстве стран и имеет 
разнообразные формы. 

  
4.Render the text in English. 

 После второй мировой войны набрал силу процесс 
глобализации и либерализации торговли. В первые послевоенные 
годы первоочередной целью стала ликвидация торговых барьеров, 
чему способствовали такие международные торговые соглашения, 
как, например, Генеральное соглашение о тарифах и торговле (ГАТТ) 
в 1947 году. В 1980-х годах глобализация производства и капитала 
ускорилась.  

Все международные экономические операции США 
фиксируются в сводках платежного баланса. В них четыре раздела: 
текущий баланс, баланс капиталов, официальные резервы, ошибки и 
упущения. Баланс по текущим операциям отражает экспорт и импорт 
товаров и услуг, доходы от капиталовложений в самих США и за 
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рубежом, а также все переводные платежи  – как исходящие из США, 
так и поступающие извне. Баланс капиталов отражает их движение за 
границу и из-за рубежа, например, инвестиции на рынках капитала 
или прямые зарубежные капиталовложения. В сводке официальных 
резервов фиксируется динамика запасов иностранной валюты в 
Федеральной резервной системе. В сводке ошибок и упущений 
отражаются незарегистрированные сделки и колебания валютных 
курсов. По определению сумма балансов всех четырех разделов 
должна быть равна нулю, т.е. торговый дефицит в текущем балансе 
покрывается поступающим из-за рубежа капиталом и продажами 
валюты из официальных резервов.  

Сводки платежного баланса отражают растущую 
интегрированность экономики США в мировое хозяйство. В период 
между 1945 и 1994 происходил неуклонный рост международной 
торговли, которая достигла 504,5 млрд. долл. по экспорту и 668,9 
млрд. по импорту. Значение операций с капиталом, как показывают 
сводки баланса капиталов, выросло в период между 1980 и 1994. 
Начиная с 1975, текущий баланс ежегодно фиксирует дефицит 
торгового баланса, который увеличивался вплоть до 1987, в период с 
1987 по 1992 уменьшился, а затем вновь вырос. В 1994 он достиг 151 
млрд. долл.: доходы по торговым операциям составили 844 млрд. 
долл. (504,5 млрд. – экспорт товаров, 196,5 млрд. – экспорт услуг, 
137,8 млрд. – экспорт капитала и 5,2 млрд. – переводные платежи), в 
то время как расходы по торговым операциям составили 995 млрд. 
долл. (668,9 млрд. – импорт товаров, 137,5 млрд. – импорт услуг, 
148,3 млрд. – импорт капитала и 40,3 млрд. – переводные платежи). 
Начиная с 1986 экспорт рос более быстрыми темпами, чем импорт, но 
доходы от иностранных инвестиций возрастали быстрее, чем доходы 
от американских капиталовложений за рубежом. Основными 
предметами экспорта в 1994 были автомобили (46,3 млрд. долл.) и 
прочие транспортные средства (32,4 млрд.), промышленное 
оборудование (22,6 млрд.) и офисная оргтехника (35,4 млрд.). 
Ввозились в основном автомобили (95,1 млрд. долл.), 
электротехническое оборудование (57,7 млрд.), офисная оргтехника 
(52,1 млрд.), телекоммуникационное оборудование (32,5 млрд.), нефть 
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(49,3 млрд.) и одежда (36,7 млрд.). Крупнейшие торговые партнеры 
США – страны Европейского союза, Канада и Япония.  

 
KEY WORDS: balance of payments; capital balance; errors and 
omissions; current account balance; transfers; outgoing; incoming; 
foreign direct investments; by definition; trade deficit; transport vehicles; 
industrial equipment; office equipment; electrical equipment; 
telecommunications equipment. 
 

5.Translate the following texts into Russian. 
Protectionism: Local Content Requirements  

A local content requirement calls for some specific fraction of a 
good to be produced domestically. The requirement can be expressed either 
in physical terms (e.g., 75 percent of component parts for this product must 
be produced locally) or in value terms (e.g., 75 percent of the value of this 
product must be produced locally). Local content regulations have been 
widely used by developing countries as a device for shifting their 
manufacturing base from the simple assembly of products whose parts are 
manufactured elsewhere, to the local manufacture of component parts. 
More recently, the issue of local content has been raised by several 
developed countries. In the United States, for example, pressure is building 
to insist that 75 percent of the component parts that go into cars built in the 
United States by Japanese companies such as Toyota and Honda be 
manufactured in the United States. Both Toyota and Honda have reacted to 
such pressures by announcing their intention to buy more American-
manufactured parts.  

For a domestic producer of component parts, local content regulations 
provide protection in the same way an import quota does: by limiting 
foreign competition. The aggregate economic effects are also the same; 
domestic producers benefit, but the restrictions on imports raise the prices 
of imported components. In turn, higher prices for imported components 
are passed on to consumers of the final product in the form of higher 
prices. As with all trade policies, local content regulations tend to benefit 
producers and not consumers.  
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 Text Vocabulary 
local content 
requirement 

требование к местному 
компоненту 
(произведенному 
отечественными 
компаниями) 

Local content requirement is 
a popular government policy 
in developing countries 
to regulate foreign direct 
investment. 

 
Antidumping Policies  

In the context of international trade, dumping is variously defined as 
selling goods in a foreign market at below their costs of production, or as 
selling goods in a foreign market at below their "fair" market value. There 
is a difference between these two definitions, since the "fair" market value 
of a good is normally judged to be greater than the costs of producing that 
good (since the former includes a "fair" profit margin). Dumping is viewed 
as a method by which firms unload excess production in foreign markets. 
Alternatively, some dumping may be the result of predatory behavior, with 
producers using substantial profits from their home markets to subsidize 
prices in a foreign market with a view to driving indigenous competitors 
out of that market. Once this has been achieved, so the argument goes, the 
predatory firm can raise prices and earn substantial profits. An alleged 
example of dumping occurred in 1997, when two Korean manufacturers of 
semiconductors, LG Semicon and Hyundai Electronics, were accused of 
selling dynamic random access memory chips (DRAMs) in the US market 
at below their costs of production. This action occurred in the middle of a 
worldwide glut of chip making capacity. It was alleged that the Korean 
firms were trying to unload their excess production in the United States.  

Antidumping policies are policies designed to punish foreign firms 
that engage in dumping. The ultimate objective is to protect domestic 
producers from "unfair" foreign competition. Although antidumping 
policies vary somewhat from country to country, the majority are similar to 
the policies used in the United States. In the case of the United States, if a 
domestic producer believes that a foreign firm is dumping production in 
the US market, it can file a petition with two government agencies, the 
Commerce Department and the International Trade Commission. In the 
Korean DRAM case, the petition was filed by Micron Technology, a US 
manufacturer of DRAMs. The government agencies then investigate the 
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complaint. If they find it has merit, the Commerce Department may impose 
an antidumping duty on the offending foreign imports. These duties, which 
in effect represent a special tariff, can be fairly substantial. For example, 
after reviewing Micron's complaint, the Commerce Department imposed 9 
percent and 4 percent dumping duties on LG Semicon- and Hyundai-made 
DRAM chips respectively.  

 
 Text Vocabulary 

profit margin размер прибыли Profit margin is a measure of 
profitability. It is calculated 
using a formula and written 
as a percentage or a number. 
                     Net Income 
PM  =       Net Sales Revenue 

predatory грабительский, хищнический The airline had withstood the 
predatory pricing moves of its 
competitors, and overcome its 
early loss. 

indigenous местный, отечественный This is despite efforts to 
increase indigenous oil 
production. 

glut  затоваривание  Then it turned out there was a 
glut of oil; within a week, 
petrol prices had fallen back 
to pre-August levels. 

Commerce 
Department, the 

министерство торговли 
(США) 

The snail's pace of American 
economic growth will 
continue into next year, said 
the US Commerce 
Department. 

 
Administrative Policies  

In addition to the formal instruments of trade policy, governments 
of all types sometimes use a range of informal or administrative policies to 
restrict imports and boost exports. Administrative trade policies are 
bureaucratic rules designed to make it difficult for imports to enter a 
country. Some would argue that the Japanese are the masters of this kind of 
trade barrier. In recent years, Japan's formal tariff and non-tariff barriers 
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have been among the lowest in the world. However, critics charge that their 
informal administrative barriers to imports more than compensate for this. 
One example is that of tulip bulbs; the Netherlands exports tulip bulbs to 
almost every country in the world except Japan. Japanese customs 
inspectors insist on checking every tulip bulb by cutting it vertically down 
the middle, and even Japanese ingenuity cannot put them back together! 
Another example concerns the US express delivery service, Federal 
Express. Federal Express has had a tough time expanding its global 
services into Japan, primarily because Japanese customs inspectors insist 
on opening a large proportion of express packages to check for 
pornography - a process that can delay an "express" package for days. 
Japan is not the only country that engages in such policies. France required 
that all imported videotape recorders arrive through a small customs entry 
point that was both remote and poorly staffed. The resulting delays kept 
Japanese VCRs out of the French market until a VER agreement was 
negotiated. As with all instruments of trade policy, administrative 
instruments benefit producers and hurt consumers, who are denied access 
to possibly superior foreign products.  

 
VOCABULARY OF THE MODULE  
 
Commerce Department, the 
comparative advantage 
division of labour 
dumping 
dumping 
established 
exchange control 
free trade 
General Agreement on Tariffs and 
Trade, the 
glut  
impetus 
indigenous 
infant industry 
labour-intensive 
local content requirement 
lump sum 
manufacture 

national champion 
non-tariff barrier 
predatory 
profit margin 
protectionism 
quota 
ratio 
retaliation 
round of negotiations 
scale economies 
subsidy 
tariff 
terms of trade 
distort 
trade liberalization 
variable 
voluntary export restraint 
World Trade Organisation, the 
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MODULE 8. Foreign Exchange Markets  
This module will deal with exchange rates and other 
currency issues. 
 
LEAD-IN 
Money is a complicating factor in studying national economies but 
in the international sphere we have to contend with different types 
of exchange rate, exchange control and different units of currency. 
 

 What is foreign exchange? 
 What factors may influence exchange rates? 
 Explain the relationship between exchange rates and 
international trade. 

 

 
currency            foreign exchange  

exchange rate        floating currency 
pegged currency        currency board 

appreciation          depreciation    
 

 
 Look through the words in the Key Vocabulary Section. Translate 
the sentences on your right.  

 

 Key Vocabulary 
currency валюта Loans provided to traders by 

banks can be either in 
domestic or in foreign 
currency. 

foreign exchange иностранная валюта If a government cannot bring 
itself to introduce a 
completely free market for 
foreign exchange, there are 
many possible alternative 
policies. 

exchange rate обменный курс They also need to know what 
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the local currency is, the 
exchange rate and the rate of 
inflation. 

floating currency плавающая валюта (курс 
обмена которых может 
падать или подниматься 
согласно спросу и 
предложению на рынке) 

A fixed currency is contrasted 
with a floating currency. 

pegged currency валюта, курс которой 
привязан к другой валюте; 
искусственно 
поддерживаемый валютный 
курс 

SYN: fixed currency 
A fixed currency, less 
commonly called a pegged 
currency, is a currency that 
uses a fixed exchange rate as 
its exchange rate regime. 

currency board валютная палата; валютное 
управление 

A currency board is a 
monetary authority which is 
required to maintain an 
exchange rate with a foreign 
currency.  

appreciation повышение курса валюты (в 
условиях плавающего 
валютного курса) 

The appreciation of a 
country's currency refers to 
an increase in the value of 
that country's currency. 
Continuing with the 
CND/euro example, if the 
Canadian dollar appreciates 
relative to the euro, the 
exchange rate falls. 

depreciation понижение курса валюты (в 
условиях плавающего 
валютного курса) 

Currency depreciation is the 
loss of value of a country's 
currency with respect to one 
or more foreign reference 
currencies. 

 
READING SKILLS 

 Skim the text to find out what it is about. 
 Define pegged exchange rate. 
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Pegged Exchange Rate and Crawling Peg  
When a country is not on a gold standard but wishes to have a 

fixed exchange rate this can be done by the government ‘pegging’ the 
exchange rate,  i.e. a rate is fixed and then guaranteed by the 
government. 

Crawling peg is a system of exchange rate adjustment in which a 
currency with a fixed exchange rate is allowed to fluctuate within a band 
of rates. The par value of the stated currency is also adjusted frequently 
due to market factors such as inflation. This gradual shift of the 
currency's par value is done as an alternative to a sudden and significant 
devaluation of the currency.  

For example, in the 1990s, Mexico had fixed its peso with the U.S. 
dollar. However, due to the significant inflation in Mexico, as compared 
to the U.S., it was evident that the peso would need to be severely 
devalued. Because a rapid devaluation would create instability, Mexico 
put into place a crawling peg exchange rate adjustment system, and the 
peso was slowly devalued toward a more appropriate exchange rate. 

 
COMPREHENSION 

 What is the difference between pegged and fixed rates? 
 In what way is crawling peg different from pegged rate? 
 Define ‘par value’. 

 
 Key Vocabulary 

pegged привязанный; искусственно 
поддерживаемый 

Additionally, the exchange 
value of the dollar was 
pegged to gold. 

crawling peg "ползущая привязка" 
(система фиксации уровня 
валютного курса с 
регулярным его изменением 
на определенную величину) 

Crawling peg is an exchange 
rate regime usually seen as a 
part of fixed exchange rate 
regimes which allows 
depreciation or appreciation 
in an exchange rate 
gradually. 

fixed rate фиксированный (валютный) 
курс (курс, уровень которого 
законодательно или по 

What this really means is a 
fixed exchange rate system 
without capital controls. 
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международному 
соглашению зафиксирован 
относительно других валют 
или золота ) 

band зд. пределы колебаний The bank abandoned the 
currency's fluctuation band 
against the euro. 

par value номинальная стоимость Par value or nominal dollar 
amount is assigned to a 
security by the issuer. 

devaluation девальвация, обесценение Devaluation makes an 
enterprise more competitive 
by reducing its labour costs 
measured in foreign 
currency. 

 
READING SKILLS 

 Skim the text to find the gist. 
 Look through the text to find the definition of currency board. 
 What functions does currency board operate? 

 
Currency board 

A currency board is a monetary authority which is required to 
maintain an exchange rate with a foreign currency. This policy objective 
requires the conventional objectives of a central bank to be subordinated to 
the exchange rate target. 

The currency board in question will no longer issue fiat money but 
instead will only issue one unit of local currency for each unit of foreign 
currency it has in its vault. The surplus on the balance of payments of that 
country is reflected by higher deposits local banks hold at the central bank 
as well as (initially) higher deposits of the (net) exporting firms at their 
local banks. The growth of the domestic money supply can now be coupled 
to the additional deposits of the banks at the central bank that equals 
additional hard foreign exchange reserves in the hands of the central bank. 
The virtue of this system is that questions of currency stability no longer 
apply. The drawbacks are that the country no longer has the ability to set 
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monetary policy according to other domestic considerations, and that the 
fixed exchange rate will, to a large extent, also fix a country's terms of 
trade, irrespective of economic differences between it and its trading 
partners. 

Hong Kong operates a currency board, as does Bulgaria. Estonia 
established a currency board pegged to the Deutschmark in 1992 after 
gaining independence, and this policy is seen as a mainstay of that 
country's subsequent economic success (see Economy of Estonia for a 
detailed description of the Estonian currency board). Argentina abandoned 
its currency board in January 2002 after a severe recession. This 
emphasised the fact that currency boards are not irrevocable, and hence 
may be abandoned in the face of speculation by foreign exchange traders. 

Currency boards have advantages for small, open economies which 
would find independent monetary policy difficult to sustain. They can also 
form a credible commitment to low inflation. 

A gold standard is a special case of a currency board where the value 
of the national currency is linked to the value of gold instead of a foreign 
currency. 

COMPREHENSION 
 Does a currency board perform all functions of a central bank? 
 What advantages does this system have? 
 Are there any drawbacks? 
 What countries have and had currency boards? 
 Is it effective to introduce a currency board system in big 
economies like Russia’s? 

 Does a currency board relate in any way to inflation? 
 

 Key Vocabulary 
fiat money бумажные деньги (не 

обеспеченные золотом) 
Most of the world's paper 
money is fiat money. 

unit of currency денежная единица The farthing was still a useful 
unit of currency and the coins 
of the time had a grace and 
beauty which have since 
disappeared. 

surplus зд. положительное сальдо
(баланса) 

The balance of payments 
surplus hit a new record.  
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deposit депозит, вклад (в банке) A deposit is a sum of money 
which is in a bank account. 

money supply денежная масса To show how policy can be 
effective in this model we first 
consider the case in which the 
authorities simply set the 
money supply to be constant. 

mainstay перен. опора, оплот In particular, it is a stunning 
blow for the Christian 
Democrats, mainstay of every 
Italian government since the 
war. 

foreign exchange 
trader 

валютный трейдер The new system allows a 
foreign exchange trader or 
the like to listen in to some 20 
phone conversations at once 
via a sophisticated touch 
screen. 

commitment обязательство This commitment brings 
credibility to our social 
programmes. 

 
READING SKILLS 

 Skim the text and give the main idea. 
 What is a managed float? 
 Comment on the statement in italics. 

 
A Managed Float 

Under a free float there is no central bank intervention in the foreign 
exchange market. The foreign exchange reserves remain constant, the 
balance of payments is exactly zero, and the net monetary inflow from 
abroad is also zero. 

In practice, exchange rates have rarely been allowed to float absolute 
freely during the period since 1973 when the Bretton Woods system of the 
adjustable peg was replaced by a floating exchange rate regime. In the 
short run, central banks intervene in the foreign exchange market both in 
an attempt to smooth out fluctuations in the exchange rate and, sometimes, 
in an effort to nudge the exchange rate in the direction in which the 
government would like to see it change. 
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Such intervention may help smooth out day-to-day exchange rate 
fluctuations, but in the long run it probably makes little difference to the 
path the exchange rate follows. Central banks have large stocks of foreign 
exchange reserves which they could dump on the foreign exchange market 
in an effort to alter the equilibrium exchange rate. But the speculators 
probably have even larger funds at their disposal. One argument for 
coordinating the central bank intervention in different countries is that, 
together, the central banks might then have sufficient funds to take on the 
speculators. Playing the foreign exchanges is not unlike playing poker: if 
all players are equally good, the player with the most money is very likely 
to win.  

COMPREHENSION 
 Were exchange rates allowed to freely float before the Bretton 
Woods system? 

 Why do central banks intervene in foreign exchange markets? 
 In what way do central banks use their foreign exchange 
reserves? 

 What are coordinated central banks interventions? 
 
 Key Vocabulary 

managed float управляемое плавание 
(валютного курса) 

Managed float is often the 
first step towards free float of 
the currency. 

free float свободное плавание 
(валютного курса) 

A system of free-floating rates 
was introduced after the 
reform had been 
implemented. 

intervention интервенция But of course as far as 
Britain was concerned, this 
could only be intervention 
against France. 

foreign exchange 
reserves 

резервы иностранной валюты That selective import controls 
would be necessary in the 
short term to protect foreign 
exchange reserves. 

inflow приток The proposals are intended, 
in particular, to encourage 
the inflow of investment to the 
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UK and address matters 
relevant to the current 
recession. 

adjustable peg корректируемая привязка Another alternative is an 
adjustable peg arrangement 
under which exchange rates 
are fixed at agreed values, 
but revaluations and 
devaluations of currencies 
can be undertaken under 
certain conditions. 

to intervene вмешиваться; проводить 
интервенцию 

In education, local 
government, and health the 
government has intervened 
and regulated on a large 
scale. 

to smooth out 
fluctuations 

сглаживать колебания This move has smoothed out 
the minor fluctuations caused 
by the previous decision of 
the Cabinet. 

 
 EXERCISES 
 1.Translate the following sentences into Russian, paying attention 
 to the active vocabulary. 

1. The essential feature of the gold standard was that each country's 
currency had a fixed value in terms of gold, and therefore exchange 
rates were effectively fixed. 

2. With its large population and massive dependence on foreign 
exchange from oil exports Nigeria is regarded as the most vulnerable 
of the OPEC countries and has constantly battled to increase its 
production quota. 

3. Hong Kong operates a currency board, as do Bulgaria and Lithuania. 
4. A fixed exchange rate, also called a pegged exchange rate, is a type 

of exchange rate regime wherein a currency's value is matched to 
the value of another single currency or to a basket of other currencies, 
or to another measure of value, such as gold. 

5. In order to avoid the risks associated with exchange rate movements, 
traders (and investors) can enter into a forward contract with a bank 
whereby the exchange rate is fixed for future delivery or receipt of a 
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foreign currency more than two working days from the date of the 
deal. 

6. As a result Italians would, for instance, be allowed to open bank 
accounts abroad and to bank unlimited amounts of foreign currency 
within Italy. 

7. A currency board has no discretionary powers to effect monetary 
policy and does not lend to the government. It also does not act as a 
lender of last resort to commercial banks, and does not regulate 
reserve requirements. 

8. The depreciation of a country's currency refers to a decrease in the 
value of that country's currency. For instance, if the Canadian dollar 
depreciates relative to the euro, the exchange rate (the Canadian 
dollar price of euros) rises - it takes more Canadian dollars to 
purchase 1 euro. 

9. The Bretton Woods Conference (1944) established a fixed exchange 
rate system whereby each currency had a fixed parity (value) in 
relation to the dollar. 

10. The devaluation or revaluation of a currency against the dollar was 
permitted only when a country faced a severe economic crisis. 

11. Of course some pound notes may be used more frequently than 
others, and some may not be used at all, but the velocity of 
circulation measures the average number of times a unit of currency 
is used. 

12. Meanwhile, money supply figures from the Bank of England 
showed that borrowing increased by £4.9 billion in November, the 
smallest monthly rise since February 1988. 

13. If the exchange rate is kept fixed, the deficit will be financed by a 
loss of the foreign exchange reserves held by the Bank of England or 
by overseas borrowing. 

14. The effective working of the adjustable peg system required deficit 
countries to have official reserves at their disposal for supporting 
their currency at the par value. 

15. Because fiat money is not linked to physical reserves, it risks 
becoming worthless due to hyperinflation. 
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2.Match each word with its translation. 
____ fluctuation 
____ pegged 
____ unit of currency 
____ appreciation 
____ intervention 
____ par value 
____ adjustable peg 
____ commitment 
____ foreign exchange 
____ inflow 
____ currency board 
____ managed float 
____ fiat money 
____ devaluation 
____ free float 
 

1) повышение курса 
2) валютная палата 
3) корректируемая привязка 
4) номинальная стоимость 
5) приток 
6) управляемое плавание 
7) колебание  
8) денежная единица 
9) девальвация 
10) привязанный 
11) свободное плавание 
12) обязательство 
13) иностранная валюта 
14) интервенция 
15) бумажные деньги 

 
3.Translate the following sentences into English. 

1. Национальные валюты, которые свободно обмениваются на 
другие национальные валюты, называются конвертируемыми. 

2. Колебания валютных курсов зависит в основном от двух 
факторов: от реальной покупательной способности данной валюты на 
внутреннем рынке, а также от спроса и предложения нациоанльных 
валют на международном рынке. 

3. Спрос и предложение на на национальную валюту на 
международном рынке зависит от состояния торгового баланса, 
движения капиталов между странами в результате изменения 
процентных ставок на денежных рынках различных стран. 

4. Процесс перехода к плавающим курсам валют оказал 
противоречивое воздействие на экономические отношения в мировой 
экономике. 

5. Снижение валютного курса усиливает относительную 
конкурентоспособность продукции данной страны на мировом рынке, 
способствует экспорту и ограничивает импорт, а это приводит к 
улучшению торгового и платежного  баланса. 
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6. Понижение курса ухудшает соотношение между экспортными 
и импортными ценами, что отрицательно сказывается на 
эффективности внешнеэкономических связей внешнеэкономических 
связей данной страны. 

7. Валютный курс был привязан к доллару в течение поти десяти 
лет, а затем правительство приняло решение об управляемом 
плавании. 

8. Валютная палата регулирует валютный курс, беря на себя 
часть функций центрального банка, при этом палата не является 
центральным банком, не имеет право осуществлять эмиссию денег и 
не служить кредитором последней инстанции. 

9. Рост курса национальной валюты ведет к снижению спроса на 
экспортные товары из этой страны из-за роста цен на эти товары. 

10. В начале 20-го века большинство ведущих валют мира были 
привязаны к золоту, так как существовал золотой стандарт. 

11. Определенные шаги центрального банка могут сглаживать 
колебания курса национальной валюты. 

12. Для поддержания курсов национальных валют на 
международном рынке в определенных условиях правительства ряда 
стран проводят согласованные интервенции, суть которых 
заключается в высвобождении на рынке части резервов той или иной 
иностранной или национальной валюты. В результате курс валюты 
может быть снижен. Напротив, при приобретении валюты в 
результате скоординированных усилий ее курс растет. 

13. Корректируемая привязка валютного курса представляет 
собой фиксированный курс, допускающий ревальвации и 
девальвации. 

14. Приток и отток (outflow) капиталов между странами часто 
являются результатом кредитно-денежной политики государств. 

15. Для измерения денежной массы используются специальные 
показатели – агрегаты, например, М1, включающий в себя банкноты и 
монеты вне банков, то есть в обращении (in circulation), средства на 
счетах до востребования (checking accounts). 
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4.Render the text in English. 
Курс валют торговых партнеров оказывает влияние на все 

международные операции, торговлю и движение капитала. Этот курс 
может определяться на международных валютных рынках через 
колебания предложения и спроса, но может и фиксироваться как 
государственными монетарными институтами, так и 
многосторонними соглашениями. Наиболее серьезная попытка 
создать международную систему фиксированных валютных курсов 
путем привязки к доллару США была предпринята на Бреттон-
Вудской конференции в 1944 (это соглашение утратило силу в 1971). 
С тех пор курс доллара определяется на международных валютных 
рынках с нерегулярным вмешательством центральных банков. Такая 
система получила название «управляемого, или регулируемого, 
плавания».  

Значение международных валютных рынков резко возросло в 
связи с углубившейся интеграцией мирового рынка капитала и ростом 
числа конвертируемых валют. Увеличение объемов иностранной 
валюты на рынках при плавающих курсах и свободной 
конвертируемости способствовало усилению непредсказуемости и 
нестабильности валютных курсов. Международные валютные рынки 
предлагают участникам новые виды финансовых операций с целью 
снижения рисков, вызванных изменениями курса. Однако эти новые 
сделки (с «фьючерсами» и «форвардсами») привели к росту валютных 
спекуляций. Общий объем валютных операций на международных 
рынках составил в 1992 ок. 681 млрд. долл., а в 1993 – свыше 1 трлн.; 
таким образом, сделки по купле-продаже валют по своим объемам 
обогнали и торговые сделки, и перекачку капитала в соотношении 5:1. 
Поскольку емкость мировых валютных рынков превысила емкость 
национальных экономик, многие страны мира все в большей степени 
теряют возможность определять собственную экономическую 
политику и стабилизировать национальную валюту.  

С ростом объемов торговых сделок и движения капитала, а 
также валютных операций усилилось значение международных 
институтов и многосторонних соглашений. По Бреттон-Вудскому 
соглашению были учреждены две международные организации – 
Международный банк реконструкции и развития (Всемирный банк) и 
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Международный валютный фонд (МВФ). Они оказались долговечнее 
самого соглашения. МВФ был создан как официальный кредитор, 
облегчающий условия ликвидности для стран-участниц с помощью 
системы фиксированных валютных курсов и предоставляющий займы 
менее развитым странам. Всемирный банк был учрежден как банк 
развития для финансирования конкретных проектов. Впоследствии 
были созданы аналогичные региональные банки. 

 
KEY WORDS: capital movement; state monetary institutions; multilateral 
agreements; to terminate in 1971; irregular interventions; convertible 
currencies; free convertibility; market players; futures and forward 
contracts; foreign exchange sales transactions; capital flow; market 
capacity; the International Bank for Reconstruction and Development; the 
World Bank; the International Monetary Fund; long-lasting; facilitating; 
similar banks. 

 
5.Translate the following texts into Russian. 
 

UK Exchange Rates 
The exchange rate is the price of one currency in terms of another. 

The exchange rate for sterling is conventionally defined as the number of 
units of another currency, such as the dollar, that it takes to purchase one 
pound sterling on the foreign exchange market. In the market, however, it 
is usually quoted as the number of units of the domestic currency that it 
takes to purchase one unit of foreign currency. In general terms the sterling 
exchange rate is perhaps the most important ‘price’ in the UK economic 
system. It affects the standard of living, because it determines how many 
goods we can get for what the British sell abroad. It influences the price of 
UK exports and hence their sales, thereby determining output and jobs in 
the export industries. It structures the extent to which imports can compete 
with home-produced goods, and thereby affects the viability of UK 
companies. 

 
The Foreign Exchange Market 

The foreign exchange market is the money market on which 
international currencies are traded. It has no physical existence: it consists 
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of traders, such as the dealing rooms of major banks, who are in continual 
communication with one another on a worldwide basis. Currencies are 
bought and sold on behalf of clients, who may be companies, private 
individuals, or banks themselves. A distinction is made between the ‘spot’ 
rate for a currency, and the forward rate. The spot rate is the domestic 
currency price of a unit of foreign exchange when the transaction is to be 
completed within three days. The forward rate is the price of that unit when 
delivery is to take place at some future date – usually 30, 60 or 90 days 
hence. Both spot and forward rates are determined in today’s market; the 
relationship between today’s spot and today’s forward rate will be 
determined largely by how the market expects the spot rate to move in the 
near future. The more efficient the market is at anticipating future spot 
rates, the closer will today’s forward rate be to the future spot rate. 

The spot market is used by those who wish to acquire foreign 
exchange straightaway. Forward markets are used by three groups of 
people. There are firstly those who wish to cover themselves against the 
risk of exchange rate variation. Secondly there are arbitrageurs who 
attempt to make a profit on the difference between interest rates in one 
country and another, and who buy or sell currency forward to ensure that 
the profit which they hope to make by moving their capital is not negated 
by adverse exchange rate movements. And thirdly there are straightforward 
speculators who use the forward markets to buy or sell in anticipation of 
exchange rate changes.  

 
 Key Vocabulary 

money market денежный рынок; валютный 
рынок 

In finance, the money market 
is the global financial market 
for short-term borrowing and 
lending. 

spot rate курс спот The spot rate is also known 
as the basic rate or 
telegraphic transfer rate. 

forward rate форвардный курс The forward rate may not be 
equal to the expected future 
spot rate. 

arbitrageur арбитражер (лицо, 
занимающееся 

Clearly, an arbitrageur will 
be concerned with the prices 
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арбитражными операциями) at which he or she could 
trade now. 

 
 

 Arguments in favour of floating exchange rates 
a) Automatic stabilisation. Any balance of payments disequilibrium 

should be rectified by a change in the exchange rate; for example, if a 
country has a balance of payments deficit then, other things being equal, 
the country’s currency should depreciate. This would make the country’s 
exports cheaper, thus increasing demand, whilst making imports dearer and 
decreasing demand. The balance of payments therefore will be brought 
back into equilibrium. Conversely, a balance of payments surplus should 
be eliminated by an appreciation of the currency. 

b) Freeing internal policy. Where a country has a floating exchange 
rate a balance of payments deficit can be rectified by change in the external 
price of the currency. However, if a fixed exchange rate is adopted, then 
reducing a deficit could involve a general deflationary policy for the whole 
economy, resulting in unpleasant consequences such as increased 
unemployment. Thus a floating exchange rate allows a government to 
pursue internal policy objectives such as growth and full employment 
without external constraints.  

c) Absence of crisis. The periods of fixed exchange rates were 
frequently characterised by crisis as pressure was put on a currency to 
devalue or revalue. The fact that with floating exchange rates such changes 
occur automatically has removed the element of crisis from international 
relations.  

d) Management. Floating exchange rates have still left governments 
considerable freedom to manipulate the external value of their currency to 
their own advantage. 

e) Flexibility. Changes in world trade since the first oil crisis of 1973 
have been immense and have caused great changes in the value of 
currencies. It is difficult to imagine how these could have been dealt with 
under a system of fixed exchange rates. 

f) Avoiding inflation. A floating exchange rate helps to insulate a 
country from inflation elsewhere. In the first place if a country were on a 
fixed exchange rate then it would ‘import’ inflation by way of higher 
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import prices. Secondly a country with a payments surplus and a fixed 
exchange rate would tend to ‘import’ inflation from deficit countries. 

g) Lower reserves. Floating exchange rates should mean that there is 
a smaller need to maintain large reserves to defend the currency. These 
reserves can, therefore, be used more productively elsewhere. 

 
  Key Vocabulary 

disequilibrium отсутствие равновесия Disequilibrium is a state in 
which things are not stable or 
certain. 

to depreciate обесценивать; 
девальвировать 

The demand for foreign 
currency depreciates the real 
value of local currencies. 

to revalue ревальвировать  The Germans began talking 
about revaluing the mark. 

 
Purchasing power parity theory originated in the nineteenth 

century, and was used in the 1920s to discuss the correct value of 
currencies in relation to gold. In general terms the proposition states that 
equilibrium exchange rates will be such as to enable people to buy the 
same amount of goods in any country for a given amount of money. For 
this to be the case exchange rates must be at the correct level in relation to 
prices in the different countries. In order to state the proposition more 
rigorously we must assume that goods are homogeneous (or that there is 
only one good), also that there are no barriers to trade or transaction costs, 
and that there is internal price flexibility. The ‘law of one price’ will then 
ensure that the price of a good will be equalized in domestic and foreign 
currency terms. For instance, the price of a car in the UK in sterling must 
be equal to the price of a car in US dollars times the exchange rate (the 
sterling price of dollars). If the exchange rate is too high or too low, it will 
adjust if exchange rates are flexible. If they are fixed, internal prices will 
adjust as there is an excess of demand in one country and a shortfall in the 
other. 

 
 Key Vocabulary 

purchasing паритет покупальной In other words, according to 
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power parity способности the principle of purchasing 
power parity, sterling was 
overvalued against the dollar.

homogeneous однородный; гомогенный The problem is that users are 
not a homogeneous group 
and their needs may conflict. 

transaction costs транзакционные издержки Indeed, sometimes there were 
hardly any transaction costs 
at all. 

 
VOCABULARY OF THE MODULE 
adjustable peg 
appreciation 
arbitrageur 
band 
commitment 
crawling peg 
currency 
currency board 
deposit 
depreciate 
depreciation 
devaluation 
disequilibrium 
exchange rate 
fiat money 
fixed rate 
floating currency 
foreign exchange 
foreign exchange reserves 
foreign exchange trader 
forward rate 
free float 
homogeneous 
inflow 
intervene 
intervention 
mainstay 
managed float 
money market 
money supply 

par value 
pegged 
pegged currency 
purchasing power parity 
revalue 
smooth out fluctuations 
spot rate 
surplus 
transaction costs 
unit of currency 
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SPEAKING SKILLS SECTION 
Mastering Presentations 
 
In Part 4 we will proceed with presentation skills and 
public speaking skills.  

4.1. Consider the flow chart below and comment on each part of the 
presentation. 

 
 
 
 
 
 
 
 
4.2. Any introduction to a presentation consists of (1) greeting; (2) 
subject; (3) purpose; (4) outline. Decide which of the phrases below 
illustrate each of the four parts. Fill in the blanks with the corresponding 
number. 
_____ I’ve divided my presentation into four sections. They are … 
_____ We are here to decide … 
_____ I’d like to talk to you today about … 
_____ Ladies and gentlemen. It’s an honour to have the opportunity to 
  address such a distinguished audience. 
_____ This talk is designed to start the ball rolling. 
_____ The focus of my presentation is … 

INTRODUCTION 

QUESTIONS 

SUMMARY & CONCLUSION 

PART 2 etc 

PART 1 
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_____ Good morning. Let me start by saying just a few words about 
  my own background. I am … 
_____ The purpose of this talk is to put you in the picture about … 
_____ We can break this area down into the following fields: … 
_____ I’m going to present the recent … 
_____ First of all … then … next … finally … 
_____ I’m going to brief you on … 
_____ Welcome to … I know I’ve met some of you, but just for the 
  benefit of those I haven’t, my name is  … 
 
4.3. Prepare and give the introductions to the following presentations. 

Subject protectionism 
and free trade 

floating 
exchange rates 

retaliation in 
foreign trade 

Purpose to inform to discuss to describe 
Time 3 min 5 min 1 min 

 
4.4. When ideas are linked in the presentation, different phrases are used 
for (1) ordering; (2) summarizing; (3) highlighting; (4) generalizing. 
Decide which of the phrases below illustrate each of the four parts. Fill 
in the blanks with the corresponding number. 
_____ let’s start with … 
_____ in particular 
_____ usually 
_____ that brings us to … 
_____ in brief 
_____ now we come to … 
_____ especially 
_____ in short 
_____ let’s leave that … 
_____ to sum up 
 
4.5. At the end of any presentation phrases are used for (1) signaling the 
end; (2) summarizing; (3) concluding; (4) closing and inviting questions. 
Decide which of the phrases below illustrate each of the four parts. Fill 
in the blanks with the corresponding number. 
_____ That brings me to the end of my presentation. 
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_____ Let me just run over the key points again. 
_____ As you can see, there are some very good reasons … 
_____ Thank you for your attention. 
_____ Any questions? 
_____ That completes my presentation. 
_____ I’ll briefly summarize the main issues. 
_____ In conclusion … 
_____ I hope you will have gained an insight into … 
_____ That covers all I wanted to say today. 
_____ Briefly … 
_____ So, let’s throw it open to questions. 
_____ I’d like to leave you with the following thought. 
_____ I’d be glad to try and answer any questions. 
 
4.6. Prepare and give the endings to the following presentations. 

Subject protectionism 
and free trade 

floating 
exchange rates 

retaliation in 
foreign trade 

Purpose to inform to discuss to describe 
 
4.7. Prepare the following presentations. Deliver them following all the 
rules given in the book. 
4.7.1. Protectionism: pros and cons. 
4.7.2. Free trade principles. 
4.7.3. Exchange rate regimes. 
4.7.4. The World Trade Organization and free trade. 

WRITING SKILLS SECTION 
Abstracts  
 
In Part 4 we will practice essay-writing and look into 
writing abstracts. 
 
 4.8. Study the following text and answer the questions below. 

 What is an abstract? 
 Where are abstracts used? 
 What types of abstract do you know? 
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 What is the difference between the two types? 
 Where can you find abstracts? 

 
Writing an Abstract 
An abstract is a summary of a body of information in a paragraph—

100-350 words for a descriptive abstract, 100-250 words an informative 
abstract. An abstract expresses the main claim and argument of a paper. In 
most disciplines, it never includes bibliographic citations. An abstract 
concisely highlights or reviews the major points covered along with the 
content and scope of the writing. 

The practice of using key words in an abstract is vital. Titles and 
abstracts are filed electronically, and key words are put in electronic 
storage. Thus, an abstract must contain key words about what is essential in 
an article, paper, or report so that someone else can retrieve information 
from it. 

Title: An Economic Cycle in Imperial China? Revisiting Robert 
Hartwell on Iron and Coal. 
Author: Robert Hartwell 
Abstract: Robert Hartwell's article published in 1967 in this journal 
has had an extensive influence in both Chinese and global history. 
The present article reviews the reception and use made of Hartwell's 
arguments by secondary sources over the last forty years. It focuses 
on three aspects: the Song economic revolution; Hartwell's 
quantitative estimate for iron production; and Hartwell's proposition 
that coal and iron production and consumption peaked in the Song 
dynasty, at least on a per capita basis. It argues that a consistent set 
of estimates are needed for coal and iron development over the last 
thousand years of imperial Chinese history. 
 
Title: Many Have Claimed To Be Recession-Proof,  
Few Have Managed It. 
Author: Cynthia Crossen  
Abstract: The article discusses the long list of industries that over 
the years have claimed to be recession-proof. Candy makers, pom-
pom-manufacturers, saloon owners, and goldfish purveyors, among 
others, have at various times declared themselves immune from 
economic cycles. Even entire cities have made such 
pronouncements. Professor Robert Whaples of Wake Forest 
University notes that some businesses may be able to withstand 
recession better than others, but none can completely escape its 
impact. 
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When are abstracts used? 
• In analytics.  
• Ordinarily part of a research article in a journal.  
• For chapters in a book, especially if each chapter has a different 

author.  
• Library reference tools.  
• For presentations at scientific meetings. 
• Dissertations, some papers in the sciences and social sciences require 

abstracts  
 
Two Types of Abstracts 
There are two distinct types of abstracts: descriptive and informative 

abstracts. 
The typical distinction between descriptive and informative is that the 

descriptive abstract is like a table of contents whereas the informative 
abstract lays out the content of the document. 

 
1.Descriptive Abstracts 

• Tell readers what information the report, article, or paper contains  
• Include the purpose, methods, and scope of the report, article, or 

paper  
• Do not provide results, conclusions, or recommendations.  
• Are always very short, usually under 100 words.  
• Introduce the subject to readers, who must then read the report, 

article, or paper to find out the author's results, conclusions, or 
recommendations  
2.Informative Abstracts 

• Communicate specific information from the report, article, or paper.  
• Include the purpose, methods, and scope of the report, article, or 

paper.  
• Provide the report, article, or paper's results, conclusions, and 

recommendations.  
• Are short – from a paragraph to a page or two, depending upon the 

length of the original work being abstracted. Usually informative 
abstracts are 10% or less of the length of the original piece.  
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• Allow readers to decide whether they want to read the report, article, 
or paper.  
 

 Qualities of a Good Abstract 
• Well developed paragraphs are unified, coherent, concise, and able to 

stand alone  
• Uses an introduction/body/conclusion structure which presents the 

article, paper, or report's purpose, results, conclusions, and 
recommendations in that order  

• Follows strictly the chronology of the article, paper, or report  
• Provides logical connections (or transitions) between the information 

included  
• Adds no new information, but simply summarizes the report  
• Is understandable to a wide audience  
• Oftentimes uses passive verbs to downplay the author and emphasize 

the information  
 
Don’ts for abstract writing 

• Do not commence with "this paper…”, "this report…" or similar. It is 
better to write about the research than about the paper.  

• Do not explain the sections or parts of the paper.  
• Avoid sentences that end in "…is described", "…is reported", "…is 

analyzed" or similar.  
• Don't merely copy key sentences from the article, paper, or report: 

you'll put in too much or too little information. 
• Don't rely on the way material was phrased in the article, paper, or 

report: summarize information in a new way. 
• Do not begin sentences with "it is suggested that…” "it is believed 

that…", "it is felt that…"or similar. In every case, the four words can 
be omitted without damaging the essential message.  

• Do not repeat or rephrase the title.  
• Do not refer in the abstract to information that is not in the document.  
• If possible, avoid trade names, acronyms, abbreviations, or symbols. 

You would need to explain them, and that takes too much room.  
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The abstract should be about the research, not about the act of 
writing.  
Use the following as a checklist for your next abstract: 
• Motivation 

Why do we care about the problem and the results?  
• Problem statement 
 What problem is being solved? What is the scope of the work?  
• Approach 

How did the author go about solving or making progress on the 
problem? What was the extent of the work?  

• Results and conclusion 
 What are the results of the work? What conclusions can be made? 
Sources:  
<http://www.olemiss.edu/>; 
<http://www.gmu.edu/departments/writingcenter/>; 
<http://www.ece.cmu.edu/~koopman/essays/abstract.html> 
 
4.9. Write an abstract of any text from Module 7. 
4.10. Write an abstract of any text from Module 8. 
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PART 5. TEXTS FOR READING AND DISCUSSION 
 
Text 1. Economics – A Science or a Subject within the 

 Humanities? 
Every group of people must solve three basic problems of daily 

living: what goods and services to produce, how to produce these goods 
and services, and for whom to produce these goods and services. 

Economics is the study of how society decides what, how, and for 
whom to produce. 

By goods we mean physical commodities such as steel, cars, and 
strawberries. By services we mean activities such as massages or live 
theatre performances which can be consumed or enjoyed only at the instant 
they are produced. In exceptional circumstances, society may find some of 
the questions about what, how, and for whom to produce have already been 
answered; until the arrival of Man Friday, Robinson Crusoe need not worry 
about the ‘for whom’ question. In general, however, society must answer 
all three questions. 

By emphasizing the role of society, our definition places economics 
within the social sciences, the sciences that study and explain human 
behaviour. The subject matter of economics is that part of human 
behaviour which relates to the production, exchange, and use of goods and 
services. The central economic problem for society is how to reconcile the 
conflict between people’s virtually limitless desires for goods and services, 
and the scarcity of resources with which these goods and services can be 
produced. In answering the questions what, how, and for whom to produce, 
economics explains how scarce resources are allocated between competing 
claims on their use. 

Because economics is about human behaviour, you may be surprised 
that we describe it as a science rather than a subject within the arts or 
humanities. This reflects the way economists analyse problems, not the 
subject matter of economics. Economists aim to develop theories of human 
behaviour and to test them against the facts. 

 
1. What are the three basic daily problems people to decide 

according to the text? 
2. Comment on the definition of economics. 
3. Define goods and services. 
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4. Is economics a social science? 
5. Is economics a science or a subject within the humanities? Why? 
6. What is the central economic problem for society? 

 
Text 2. The Role of the Market 
Markets bring together buyers and sellers of goods and services. In 

some cases, such as a local fruit stall, buyers and sellers meet physically. In 
other cases, such as the stock market, business can be transacted over the 
telephone, almost by remote control. We need not go into these details. 
Instead, we use a general definition of markets. 

A market is a shorthand expression for the process by which 
households’ decisions about consumption of alternative goods, firms’ 
decisions about what and how to produce, and workers’ decisions about 
how much and for whom to work are all reconciled by adjustment of 
prices. 

Prices of goods, and of resources, such as labour, machinery and 
land, adjust to ensure that scarce resources are used to produce these goods 
and services that society demands. 

There is a narrower definition of the market. 
A market is a set of arrangements by which buyers and sellers are 

in contact to exchange goods or services. 
 

1. What do markets do with buyers and sellers? 
2. Do buyers and sellers meet on the markets physically? 
3. Comment on the above definitions of markets. Which one 

appeals to you? Why? Try to explain what market stands for in 
your own words. 

4. What is the function of prices on the market according to the 
text? 

 
3. Microeconomics and Macroeconomics 
Many economists specialize in a particular branch of the subject. 

Labour economics deals with problem of the labour market as viewed by 
firms, workers, and society as a whole. Urban economics deals with city 
problems: land use, transport, congestion, and housing. However, we need 
not classify branches of economics according to the area of economic life 
in which we ask the standard questions what, how, and for whom. We can 
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also classify branches of economics according to the approach or 
methodology that is used. The very broad division of approaches into 
microeconomic and macroeconomic cuts across the large number of 
subject groupings cited above. 

Microeconomic analysis offers a detailed treatment of individual 
decisions about particular commodities. 

Macroeconomics emphasizes the interactions in the economy as a 
whole. It deliberately simplifies the individual building blocks of the 
analysis in order to retain a manageable analysis of the complete 
interaction of the economy. 

As macroeconomic concepts are intended to refer to the economy as a 
whole, they tend to receive more coverage on television and in the 
newspapers than microeconomic concepts, which are chiefly of interest to 
those who belong to specific group.  

 
1. What branches of the subject are mentioned?  
2. What other branches do you know? Which of them is the most 

interesting from your point of view? 
3. What are criteria to classify economic branches? 
4. Comment on the definitions given above. 
5. What are macroeconomic concepts intended to do? 
6. Why do you think macroeconomic concepts are more popular 

and widespread? 
 

4. Monopoly and Market Power 
Competitive markets generally work well, but markets where either 

buyers or sellers can manipulate prices generally do not. In particular, too 
little output will be produced and price will be too high in a market where a 
single seller controls supply. 

A monopolist is the single seller of a good or service. 
Monopolists can earn high profits by restricting the quantity sold and 

raising the price. Because they are the only sellers, they have no fear of 
being undercut by competitors – and consumers end up paying more than 
they should. 

Some monopolies are almost unavoidable. Most public utilities (gas 
and electricity, for example) are potential monopolies. The government can 
regulate such companies by controlling the prices they are allowed to 
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charge, or it may elect to supply the products involved itself. Other 
monopolies may be artificial, brought about through manipulation by 
firms. Here governments intervene with competition laws, seeking to make 
competition more vigorous and to prevent monopolies or other attempts to 
control supply. 

Any buyer or seller who has the ability to affect market price 
significantly is described as having market power or monopoly power. 
Government intervention to limit market power, for instance by preventing 
firms with market power from charging high prices, can improve the 
allocation of resources. 

 
1. How much can buyers and sellers manipulate prices on the 

market? 
2. What is a monopolist? 
3. Give examples of unavoidable monopolies. 
4. Can governments control monopolies? In what ways? 
5. Do monopolies negatively affect markets? Prove your point of 

view. 
 
5. Merit Goods 
Governments are concerned not just with the distribution of income, 

but also with the consumption of particular goods and services. 
Merit goods are goods that society thinks people should consume or 

receive, no matter what their incomes are. 
Merit goods typically include health, education, shelter, and food. 

Thus we – society – might think that everyone should have adequate 
housing and take steps to provide it. Is there an economic justification for 
government intervention in regard to merit goods? In a sense there always 
is, because the sight of someone who is homeless creates an externality, 
making everyone else unhappy. By proving housing or shelter for those 
who would otherwise be on the streets, the government makes the rest of us 
feel better. 

Society’s concern over merit goods is closely related to its concern 
over the distribution of income. The difference in the case of merit goods is 
that society wants to ensure an individual’s consumption of particular 
goods rather than goods in general. Some of the goods provided by the 
government (such as health and education) are merit goods. 
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With merit goods, as with public goods, government concern with 
consumption does not justify government production. Economic theory 
justifies policies that ensure that individuals consume the specific amounts 
of merit goods. It does not say that the government should produce these 
goods itself, nor does it say exactly how the government should intervene. 

One way would simply be to require that the right amounts of the 
goods be consumed. In the case of education, everyone has to go to school 
up to a certain age. But nobody has to go to a state school; any accredited 
school will do. In the case of housing, the government can build low-
income houses and rent them at a subsidized rate, provide rent 
supplements, or simply specify minimum housing standards. 

The most difficult question that has to be answered in discussing both 
merit goods and the distribution of income is how society or the 
government decides who should get what. Any one person can have a 
perfectly sensible point of view on these issues – for instance, that the more 
even the distribution of income the better, that the distribution of income 
we have is best, that people who work harder should be rewarded, or that 
everyone should have decent housing and no one should starve. 
Transferring these different opinions into a consistent view that is taken by 
the government and implemented in taxation and transfer policy is 
impossible task of policies. 

 
1. What are merit goods? 
2. Give examples of merit goods. 
3. Why do you think any society is concerned with merit goods? 
4. What are public goods? 
5. Surf on the Web to find information on public goods to compare 

them with merit goods. 
6. In what way do governments decide how many merit goods and 

how much distributed income everyone should get? 
 
6. Business Organization 
In the UK businesses are self-employed sole traders, partnerships, or 

companies. Self-employment increased throughout the 1980s and sole 
traders are by far the commonest type of business organization, though 
each sole trader operates on a relatively small scale. Partnerships operate 
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on a larger scale and companies are larger still. The largest companies have 
sales measured in billions of pounds. 

A sole trader is a business owned by a single individual who is fully 
entitled to the income or revenue of the business and is fully responsible 
for any losses the business suffers. You might open a health food shop, 
renting the premises and paying someone to stand at the till. Although you 
can keep the profits, if the business makes losses that you cannot meet you 
will have to declare bankruptcy. Your remaining assets, including personal 
assets such as your house, will then be sold and the money shared out 
between your creditors. 

However, your health food shop may prosper. You need money to 
expand, to buy bigger stocks, better premises, a delivery van, and office 
furniture. To raise all this money, you may decide to go into partnership 
with some other people.  

A partnership is a business arrangement in which two or more people 
jointly responsible for any losses. Not all the partners need to be active. 
Some may have put up some money for a share of profits but take no active 
part in running the business. Some large partnerships, such as famous law 
and accounting firms, may have over a hundred partners, usually all taking 
an active interest in the business. 

Nevertheless, partnerships still have unlimited liability. In the last 
resort, the owners’ personal assets must be sold to cover losses that cannot 
otherwise be net. This is one reason why firms where trust is involved – for 
example, firms of solicitors and accountant – are partnerships. It is a signal 
to the customers that the people running the business are willing to put 
their personal wealth behind the firm’s obligations. 

Firms of lawyers, accountant, and doctors, businesses that rely 
primarily on human expertise, need relatively little money for such 
purposes. The necessary funds can be raised from the partners and, 
possibly, by a loan from the bank. Businesses that require large initial 
expenditure on machinery, or are growing very rapidly, may need much 
larger amounts of initial funds. Because of legal complications, it may not 
make sense to take on an enormous number of partners. Instead, it makes 
sense to form a company. 

A company is an organization legally allowed to produce and trade. 
Unlike a partnership, it has a legal existence distinct from that of its 
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owners. Ownership is divided among shareholders. The original 
shareholders are the people who started the business, but now they have 
sold shares of the profits to outsiders. By selling these entitlements to share 
in the profits, the business has been able to raise new funds. 

For public companies these shares can be resold on the stock 
exchange to anyone prepared to pay the going price. To buy into a 
company, a shareholder must purchase shares on the stock exchange at the 
equilibrium share price, which just balances buyers and sellers of the 
company’s shares on that particular day. In return for this initial outlay, 
shareholders earn a return in two ways. First, the company makes regular 
dividend payments, paying out to shareholders that part of the profits that 
the firm does not wish to reinvest in the business. Second, the shareholders 
may make capital gains (or losses). 

The shareholders of a company have limited liability. The most they 
may lose is their money they originally spent buying shares. Unlike sole 
traders and partners, shareholders cannot be forced to sell their personal 
possessions when the business cannot pay. At worst, the shares merely 
become worthless. 

Companies are run by boards of directors. The board of directors 
makes decisions about how the firm is run but must submit an annual 
report to the shareholders.  At the annual meeting the shareholders can vote 
to sack the directors, each shareholder having as many votes as the number 
of shares owned. 

Companies are the main form of organization of big businesses. 
 

1. What are the major forms of business organization? 
2. Which of them is prevailing? Why? 
3. What are the main features specific to sole traders?  
4. What is unlimited liability? What consequences does it imply? 
5. How many partners are necessary to form a partnership? 
6. Do all partners participate in running the business? 
7. May partners’ personal assets be sold to cover losses if their 

business goes bankrupt? 
8. In what way does a partnership raise funds? 
9. Why do lawyers, accountants and doctors prefer partnerships to 

other forms of business organization?  
10. What is the difference between partnerships and companies? 
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11. Who owns a company? 
12. Where are shares of a public company sold and bought? 
13. What kind of liability is typical for companies? 
14. Who runs companies? 
15. What is an annual meeting? 
16. Why do you think companies are so common? 
 
Text 7. U.S. Labor Standards 
Economists attribute some of America's economic success to the 

flexibility of its labor markets. Employers say that their ability to 
compete depends in part on having the freedom to hire or lay off 
workers as market conditions change. American workers, meanwhile, 
traditionally have been mobile themselves; many see job changes as a 
means of improving their lives. On the other hand, employers also 
traditionally have recognized that workers are more productive if they 
believe their jobs offer them long-term opportunities for advancement, 
and workers rate job security among their most important economic 
objectives. 

The history of American labor involves a tension between these 
two sets of values – flexibility and long-term commitment. Since the 
mid-1980s, many analysts agree, employers have put more emphasis on 
flexibility. Perhaps as a result, the bonds between employers and 
employees have become weaker. Still, a wide range of state and federal 
laws protect the rights of workers. Some of the most important federal 
labor laws include the following.  
• The Fair Labor Standards Act of 1938 sets national minimum wages 

and maximum hours individuals can be required to work. It also sets 
rules for overtime pay and standards to prevent child-labor abuses. In 
1963, the act was amended to prohibit wage discrimination against 
women. Congress adjusts the minimum wage periodically, although 
the issue often is politically contentious.  

• The Civil Rights Act of 1964 establishes that employers cannot 
discriminate in hiring or employment practices on the basis of race, 
sex, religion, and national origin (the law also prohibits 
discrimination in voting and housing). 
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• The Age and Discrimination in Employment Act of 1967 protects 
older workers against job discrimination. 

• The Occupational Health and Safety Act of 1971 requires employers 
to maintain safe working conditions. Under this law, the 
Occupational Safety and Health Administration (OSHA) develops 
workplace standards, conducts inspections to assess compliance with 
them, and issues citations and imposes penalties for noncompliance. 

• The Employee Retirement Income Security Act, or ERISA, sets 
standards for pension plans established by businesses or other 
nonpublic organizations. It was enacted in 1974. 

• The Family and Medical Leave Act of 1993 guarantees employees 
unpaid time off for childbirth, for adoption, or for caring for 
seriously-ill relatives. 

• The Americans with Disabilities Act, passed in 1990, assures job 
rights for handicapped persons. 

 
1. In what way is the US labor market characterized? 
2. What are the two sets of values which influence labor markets? 
3. Which trend has prevailed since the 1980s? 
4. What are the most important labor laws in the US? 
5. What aspects of discrimination are covered by US laws so far? 

 
Text 8. Poverty and Inequality 
Americans are proud of their economic system, believing it 

provides opportunities for all citizens to have good lives. Their faith is 
clouded, however, by the fact that poverty persists in many parts of the 
country. Government anti-poverty efforts have made some progress but 
have not eradicated the problem. Similarly, periods of strong economic 
growth, which bring more jobs and higher wages, have helped reduce 
poverty but have not eliminated it entirely. 

The federal government defines a minimum amount of income 
necessary for basic maintenance of a family of four. This amount may 
fluctuate depending on the cost of living and the location of the family. 

The percentage of people living below the poverty level dropped 
from 22.4 percent in 1959 to 11.4 percent in 1978. But since then, it has 
fluctuated in a fairly narrow range. At the turn of the century it stood at 
12.7 percent. 
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What is more, the overall figures mask much more severe pockets 
of poverty. More than one-quarter of all African-Americans live in 
poverty; though distressingly high, that figure does represent an 
improvement from the 1970s, when about one third of blacks were 
officially classified as poor, and it was the lowest poverty rate for this 
group since 1959. 

Some analysts have suggested that the official poverty figures 
overstate the real extent of poverty because they measure only cash income 
and exclude certain government assistance programs, health care, and 
public housing. Others point out, however, that these programs rarely cover 
all of a family's food or health care needs and that there is a shortage of 
public housing. Some argue that even families whose incomes are above 
the official poverty level sometimes go hungry. Still others point out that 
people at the poverty level sometimes receive cash income from casual 
work and in the "underground" sector of the economy, which is never 
recorded in official statistics. 

In any event, it is clear that the American economic system does 
not distribute its rewards equally. Despite the generally prosperous 
American economy as a whole, concerns about inequality continued during 
the 1980s and 1990s. Increasing global competition threatened workers in 
many traditional manufacturing industries, and their wages stagnated. At 
the same time, the federal government edged away from tax policies that 
sought to favor lower-income families at the expense of wealthier ones, 
and it also cut spending on a number of domestic social programs intended 
to help the disadvantaged. 

 
1. Why do you think Americans are proud of their economic 

system? 
2. Is there any minimum income set by the US government? 
3. How many people in the US lived below the poverty level in 

1959 and in 1978? 
4. Has the situation changed so far? 
5. What groups of people in the US are the most underprivileged? 
6. What information on assistance and health care programs is 

given in the text? 
7. Does the American economic system distribute its rewards 

equally? 
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8. Are there similar problems in Russia? 
 
Text 9. The Globalization of Markets  

The globalization of markets refers to the merging of historically 
distinct and separate national markets into one huge global marketplace. It 
has been argued for some time that the tastes and preferences of consumers 
in different nations are beginning to converge on some global norm, 
thereby helping to create a global market. The global acceptance of 
consumer products such as Citicorp credit cards, Coca-Cola, Levi's jeans, 
Sony Walkmans, Nintendo game players, and McDonald's hamburgers are 
all frequently held up as prototypical examples of this trend. Firms such as 
Citicorp, Coca-Cola, McDonald's, and Levi Strauss are more than just 
benefactors of this trend; they are also instrumental in facilitating it. By 
offering a standardized product worldwide, they are helping to create a 
global market. A company does not have to be the size of these 
multinational giants to facilitate, and benefit from, the globalization of 
markets.  

The most global markets currently are not markets for consumer 
products - where national differences in tastes and preferences are still 
often important enough to act as a brake on globalization--but markets for 
industrial goods and materials that serve a universal need the world over. 
These include the markets for commodities such as aluminum, oil, and 
wheat, the markets for industrial products such as microprocessors, 
DRAMs (computer memory chips), and commercial jet aircraft; and the 
markets for financial assets from US Treasury Bills to eurobonds and 
futures on the Nikkei index or the Mexican peso.  

In many global markets, the same firms frequently confront each 
other as competitors in nation after nation. Coca-Cola's rivalry with Pepsi 
is a global one, as are the rivalries between Ford and Toyota, Boeing and 
Airbus, Caterpillar and Komatsu, and Nintendo and Sega. If one firm 
moves into a nation that is currently unserved by its rivals, those rivals are 
sure to follow lest their competitor gain an advantage. These firms bring 
with them many of the assets that have served them well in other national 
markets - including their products, operating strategies, marketing 
strategies, and brand names - creating a certain degree of homogeneity 
across markets. Thus, diversity is replaced by greater uniformity. As rivals 
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follow rivals around the world, these multinational enterprises emerge as 
an important driver of the convergence of different national markets into a 
single, and increasingly homogenous, global marketplace. Due to such 
developments, in an increasing number of industries it is no longer 
meaningful to talk about "the German market," "the American market," 
"the Brazilian market," or "the Japanese market"; for many firms there is 
only the global market.  

 
1. What is globalization according to the text? 
2. In what way can you explain the global acceptance of consumer 

products? 
3. Should companies offering their products worldwide be a 

multinational giant?  
4. Do national differences in tastes and preferences remain? In 

what way do they influence the trend towards globalization? 
5. Describe the global market trends in relation to competition? 
6. Why is it often meaningless to speak about the German market 

or the American market today? 
 
Text 10. The Globalization Debate:  
Prosperity or Impoverishment?  
Is the shift toward a more integrated and interdependent global 

economy a good thing? Many influential economists, politicians, and 
business leaders seem to think so. They argue that falling barriers to 
international trade and investment are the twin engines that are driving the 
global economy toward greater prosperity. They argue that increased 
international trade and cross-border investment will result in lower prices 
for goods and services. They believe that globalization stimulates 
economic growth, raises the incomes of consumers, and helps to create 
jobs in all countries that choose to participate in the global trading system.  

One frequently voiced concern is that far from creating jobs, falling 
barriers to international trade actually destroy manufacturing jobs in 
wealthy advanced economies such as the United States and United 
Kingdom. The critics argue that falling trade barriers allow firms to move 
their manufacturing activities offshore to countries where wage rates are 
much lower. 
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Supporters of globalization reply that critics miss the essential point 
about free trade - the benefits outweigh the costs. They argue that free trade 
results in countries specializing in the production of those goods and 
services that they can produce most efficiently, while importing goods that 
they cannot produce as efficiently. When a country embraces free trade, 
there is always some dislocation but the whole economy is better off as a 
result. 

Supporters of globalization do concede that the wage rate enjoyed by 
unskilled workers in many advanced economies has declined in recent 
years. However, while globalization critics argue that the decline in 
unskilled wage rates is due to the migration of low-wage manufacturing 
jobs offshore and a corresponding reduction in demand for unskilled 
workers, supporters of globalization see a more complex picture. They 
maintain that the declining real wage rates of unskilled workers owes far 
more to a technology-induced shift within advanced economies away from 
jobs where the only qualification was a willingness to turn up for work 
every day and toward jobs that require significant education and skills. 
They point out that many advanced economies report a shortage of highly 
skilled workers and an excess supply of unskilled workers. Thus, growing 
income inequality is a result of the wages for skilled workers being bid up 
by the labor market, and the wages for unskilled workers being discounted. 
If one agrees with this logic, a solution to the problem of declining incomes 
is to be found not in limiting free trade and globalization, but in increasing 
society's investment in education to reduce the supply of unskilled workers. 

 
1. Do you think that the trend towards a more integrated economy 

is positive? Why? 
2. Is there any relationship between international trade, 

investments and globalization? 
3. What are negative consequences of globalization? 
4. What arguments do supporters of globalization use to prove 

that globalization is a positive trend?  
5. In what way does globalization influence the labour market? 

 
Text 11. Globalization and National Sovereignty  
A final concern voiced by critics of globalization is that in today's 

increasingly interdependent global economy, economic power is shifting 
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away from national governments and toward supranational organizations 
such as the World Trade Organization, the European Union, and the United 
Nations. As perceived by critics, unelected bureaucrats are now able to 
impose policies on the democratically elected governments of nation-
states, thereby undermining the sovereignty of those states. In this manner, 
claim critics, the national state's ability to control its own destiny is being 
limited.  

Supporters of supranational organizations point out that in reality, the 
power of these bodies rests largely on their ability to persuade member 
states to follow a certain action. If these bodies fail to serve the collective 
interests of member states, those states will withdraw their support and the 
supranational organization will quickly collapse. In this view then, real 
power still resides with individual nation-states, not supranational 
organizations. 

 
1. In what way does globalization affect national economies? 
2. Is national sovereignty hit in any way? 
3. What is the place of supranational organizations in today’s 

globalized world? 
 

Text 12. The Multinational Enterprise 
A multinational company or enterprise is defined as an enterprise 

which owns or controls production or service facilities outside the country 
in which it is based. In other words, multinationals are not simply 
companies which trade abroad by exporting their products, they are 
companies which actually own (via a wholly or partly owned subsidiary), 
or control (via branch plant, joint venture, or minority interest), productive 
facilities in other countries. They have either acquired already existing 
foreign enterprises or have themselves built productive facilities abroad. 
We shall use the term ‘affiliates’ to refer to all types of ownership or 
control. 

Multinationals normally have interests in at least four or five 
countries. However, definitions fail to give any real idea of the scope and 
diversity of multinational business enterprise; it covers everything from the 
thousands of medium-sized firms which have a few affiliates abroad, to the 
giant whose activities are the subject of international interest and concern. 
The trend towards globalisation of production by these companies has 
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increased worldwide economic integration in much the same way as 
economies were integrated by trade in the past. 

One of the most striking features of multinational companies is their 
size. The largest multinationals are huge business machines which have 
annual turnovers larger than the GDP of most of the countries in the 
developing world. 

 
1. What is a multinational company? 
2. In what ways are they formed? 
3. Define affiliate and subsidiary.  
4. How big are multinationals? 

 
VOCABULARY OF PART V 

abuse, n злоупотребление; нарушение 
acquire, v приобретать (компанию) 
advancement, n продвижение; рост 
affect, v воздействовать 
affiliate, n филиал 
allocate, v размещать; ассигновать 
allocation, n распределение; ассигонование 
amend, v изменять  
annual meeting годовое собрание 
annual report годовой отчет 
assets, n pl активы 
bankruptcy, n банкротство 
barrier to trade барьер в торговле 
be entitled иметь право 
board of directors совет директоров 
capital gains прирост капитала 
cash, n наличность  
charge a price взымать цену 
commodity, n товар (преимущественно сырьевой 

или биржевой) 
competitive, adj конкурентный 
competitor, n конкурент 
congestion, n накопление 
consume, v потреблять 
consumer product потребительские товары 
consumption, v потребление 
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contentious, adj  спорный 
convergence, n конвергенция; выравнивание 
cross-border investment иностранные инвестиции 
customer, n клиент 
demand, n спрос 
distinct, adj определенный  
distribution распределение; реализация  
diversity, n разнообразие 
earn a profit получать прибыль 
economic growth экономический рост 
eliminate, v устранять  
embrace, v охватывать; заключать в себе 
employee служащий; работающий по найму 
employer работодатель  
enterprise, n предприятие 
eradicate, v устранять 
eurobond, n еврооблигация 
excess supply избыточное предложение 
exchange, n обмен 
exchange, v обменивать(ся) 
expand, v расширять; расти 
expenditure, n расходы 
expertise, n опыт 
externality, n внешние эффекты, экстерналии 

(положительные или отрицательные 
побочные последствия производства 
или потребления, осуществляемого 
одним субъектом/субъектами, 
напрямую затрагивающие другого 
субъекта/субъектов) 

facilitate, v содействовать; способствовать 
facilities, n pl оборудование, приспособления, 

аппаратура; здания (заводов, фирм и 
т.п.) 

flexibility, n гибкость  
fluctuate, v колебаться  
free trade сводоба торговли 
funds, n pl средства 
future, n фьючерс (вид срочной сделки) 
GDP сокр. от gross domestic product ВВП 

валовый внутренний продукт 
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global market мировой рынок 
global marketplace мировой рынок 
go bankrupt обанкротиться 
handicapped  физически или умственно 

неполноценный 
homogeneity, n однородность 
household, v домашнее хозяство 
housing, n жилищное строительсво; жилье 
implement, v осуществлять 
impose penalty налагать наказание 
impoverishment, n обеднение 
income доход  
income inequality неравенство доходов 
initial, adj превоначальный 
interaction, n взаимодействие 
interdependent, adj взаимозависимый 
intervene, n вмешиваться (о государстве) 
intervention, n вмешательство (например, 

государства) 
job security гарантия занятиости 
job, n рабочее место 
joint venture совместное предприятие; смешанное 

предприятие 
labour market рынок труда 
limited liability ограниченная ответственность 
loan, n заем 
long-term commitment долгосрочные обязательства 
loss, n убыток 
manufacturing, n промышленность; обрабатывающая 

промышленность 
merit goods субсидируемые общественные блага 

(товары и услуги, потребление 
которых поощряется государством 
вне зависимости от желания членов 
общества потреблять их) 

minimum wage минимальная заработная плата 
minority interest неконтрольный пакет акций; 

миноритарная доля в компании 
monopolist, n монополист 
monopoly, n монополия 
move offshore перемещаться за границу 
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national market национальный рынок 
Nikkei index фондовый индекс Никкей (Япония) 
non-compliance несоответствие  
output, n выпуск; производство 
overstate, v преувеличивать 
overtime pay плата за сверхурочные 
partnership, n товарищество 
personal possessions личные вещи; личное имущество 
poverty level уровень бедности 
preference, n предпочтение 
premises, n pl помещения 
prosper, v процветать 
prosperity, n процветание 
public company компания открытого типа 
public goods общественные блага 
purchase, v приобретать 
raise funds мобилизовывать средства 
raise money привлекать деньги 
rate, n ставка; курс 
reconcile, v примерять 
reinvest, v снова вкладывать (капитал); снова 

инвестировать 
rent, v арендовать  
reside, v быть присущим, неотъемлемым 
revenue, n доход 
reward, v вознагрждать 
rival, n соперник; конкурент 
rivalry соперничество  
run a business руководить бизнесом 
scale, n масштаб 
scarce, adj недостаточный, дефицитный 
scarcity, n нехватка, дефицит 
scope, n объем; масштаб 
share, n акция; доля 
shareholder, n акционер 
shortage, n нехватка, дефицит 
sole trader единоличный владелец 
solicitor, n солиситор, адвокат 
sovereignty, n суверенитет 
stagnate, v делаться застойным, вялым 
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starve, v голодать 
stock market фондовый рынок 
stock, n запасы; акции 
subsidiary, n дочерняя компания 
suffer losses нести убытки 
supply, n предложение (на рынке) 
supply, v поставлять 
supranational, adj наднациональный 
taxation, n налогообложение  
transact, v осуществлять сделку 
treasury bill казначейская облигация 
trend, n тенденция 
turnover, n оборот 
undercut, v сбивать цены, продавать по более 

низким ценам 
uniformity, n единообразие 
unlimited liability неограниченная ответственность 
urban, adj городской 
utilities, n pl коммунальные отрасли;  

коммунальные услуги 
vigorous, adj активный; энергичный 
wage rate ставка заработной платы 
wealth, n богатство 
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SUPPLEMENT SECTION 
SUPPLEMENT 1 

DESCRIBING UPWARD AND DOWNWARD TRENDS 
 

Going up Going up by small 
or moderate 

amounts 

Going up by large 
amounts 

advance 
climb 
increase 
rise 
gain ground 
head north 
lift 
go up 
grow 

edge ahead 
edge higher 
edge up 
firm 
 
 
 
 

jump 
leap 
roar ahead 
roar up 
rocket 
shoot ahead 
shoot up 
skyrocket 
soar 
surge (ahead) 
 
 
 
 

 
 

Going down Going down by 
small or moderate 

amounts 

Going down (fast) 
 by large amounts 

fall 
go down 
decline 
drop 
head south 
lose ground 
retreat 
slide 
stoop (down) 
decrease 

dip 
drift (lower) 
ease 
edge down 
edge lower 
slip (lower) 

dive 
nosedive 
plunge 
plummet 
tumble 
collapse 
crash 
crumble 
slump 
topple (down) 
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SUPPLEMENT 2 
GRAPHS AND CHARTS 
A graph presents numerical data in visual form and offers 

several advantages over presenting data within the text or in 
tables. Trends, movements, distributions, comparisons, and 
cycles are more readily apparent in graphs than they are in 
tables. 

Line Graphs 
A line graph shows the relationship between two variables 

or sets of numbers by plotting points in relation to two axes 
drawn at right angles. The vertical axis usually represents 
amounts, and the horizontal axis usually represents time.  

 
Exhibit 1. Line Graph 
 
Be especially careful to proportion the vertical and 

horizontal scales so that they give a precise presentation of 
the data that is free of visual distortion. 

Bar Charts 
Bar graphs consist of horizontal or vertical bars of equal 

width, scaled in length to represent some quantity. They are 
commonly used to show quantities of the same item at 
different times, quantities of different items at the same time, 
and quantities of the different parts of an item that make up 
a whole. 
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This type of graph, also called a column graph when 
constructed vertically, can indicate multiple items. 

 
Exhibit 2. Bar Graph 
 
Pie Graphs 
A pie graph presents data as wedge-shaped sections of a 

circle. The circle equals 100 percent, or the whole, of some 
quantity, and the wedges represent how the whole is divided. 

 
Exhibit 3. Pie Graph 
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Flow Chart 
A flow chart is a diagram using symbols, words, or 

pictures to show the stages of a process from beginning to 
end. A flow chart provides an overview of a process and 
allows the reader to identify its steps quickly and easily. 
 
 

 
 
 
 
 
 
 

 
Exhibit 4. Flow Chart of Presentation 
 
GUIDELINES: Creating Graphs 
For All Graphs 

 Use, as needed, a key or legend that lists and defines 
symbols. 
 Include a source line under the graph at the lower left 
when the data come from another source. 
 Place explanatory footnotes directly below the figure 
caption or label. 

For Line Graphs 
 Indicate the zero point of the graph. 

OUTLINE 

QUESTIONS 

SUMMARY & CONCLUSION 

PART 2 etc 

PART 1 

INTRODUCTION 
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 Divide the vertical axis into equal portions, from the 
least amount at the bottom to the greatest amount 
at the top. 

 Divide the horizontal axis into equal units from left to 
right. 

 Make all lettering read horizontally if possible, 
although the caption or label for the vertical axis is 
usually positioned vertically. 

For Bar Graphs 
 Show either horizontal bars or vertical columns. 
 Mark each bar presenting particular data with colour,  
shading, or cross-hatching. 

For Pie Graphs 
 Make sure that the complete circle is equivalent to 
100 percent. 

 Sequence the wedges clockwise from largest to 
smallest, beginning at the 12 o’clock position. 

 Limit the number of items in the pie graph to avoid 
clutter and to ensure that the slices are thick enough 
to be clear. 

 Give each wedge a distinctive colour, pattern, shade, 
or texture. 

 Label each wedge with its percent value. 
For Flow Charts 

 Label each step in the process or identify each step 
with labeled blocks. 

 Follow the standard flow directions; left to right and 
top to bottom. When the flow is otherwise, indicate 
that with arrows. 

 Include a key if the flowchart contains symbols your 
reader may not understand. 

 Use standardized symbols for flow charts. 
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SUPPLEMENT 3 
PUNCTUATION GUIDE 
 

full stop  (.) точка     AmEn  period 
Use a full stop to mark the end of a sentence, unless it is 

 a question or an exclamation. 
Use a full stop to indicate an abbreviation. 
Don’t use a full stop after headings or titles. 
Don’t use a full stop after a sentence ending in a 

 punctuated abbreviation. 
 

question mark (?)    вопросительный знак  
Use a question mark after a direct question. 
 

exclamation point (!) восклицательный знак 
Use an exclamation point instead of a full stop at the end 

 of a sentence to indicate emphasis or emotion. 
 

 semi-colon (;) точка с запятой   
The semi-colon is used in formal writing to separate 

 clauses that are related and could be written as separate 
 sentences. 

 
 colon  (:) двоеточие  

The colon is used in front of a list or sometimes quotes. 
 

 comma         (,) запятая    
Always use a comma after or in front of a vocative;  
between items in a list, except separated by ‘and’ or ‘or; 
between or more descriptive adjectives in front of a noun, 

 without ‘and’;  
between the name of a place and the county, state, or 

 country it is in. Note that a comma is usually put after 
 the county, state, or country as well, unless it is at the 
 end of a sentence; 
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after or in front of an adjective which is separate from the 
 main part of the sentence, or after a separate participle; 

before a relative clause which does not specify someone or 
 something; 

before a question tag. 
Do not put a comma in front of ‘and’, ‘but’, ‘or’, and ‘’yet’ 

 when these words are being used to link just two nouns, 
 adjectives, or verbs; 

between a qualitative adjective and a classifying adjective, 
 or between two classifying adjectives; 

after the subject of a clause, even if it is long; 
in front of a ‘that’-clause or a reported question; 
in front of a relative clause which specifies someone or 

 something. 
 

 dash  ( – )  тире 
The dash is used 
• in front of a list or explanation; 
• after and in front of a group of words or a clause which 

adds something to the main sentence but could be 
removed; 

• in front of an adverbial clause, or other group of words, 
for emphasis. 

Dashes are not used in very formal writing. 
 

 brackets  ( ) скобки     Syn: parentheses  
Brackets are used after and in front of a word, group of 

 words, or clause which adds something to the main 
 sentence, or explains it, but could be removed. 

 
 apostrophe  (‘) апостроф  

You use an apostrophe 
• in front of an ‘s’ added to a noun or pronoun, or after a 

plural noun ending in ‘s’, to show a relationship such 
as possession; 
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• in  front of contracted forms of ‘be’, ‘have’, and modals, 
and between ‘n’ and ‘t’ in contracted forms with ‘not; 

• in front of ‘s’ for the plurals of letters and, sometimes, 
numbers; 

• in front of two figures referring to a year or decade. 
Do not use an apostrophe in front of the ‘s’ of a plural 
word like ‘apples’ or ‘cars’. Also, you do not use an 
apostrophe in front of the ‘s’ of the possessive pronouns 
‘yours’, ‘hers’, ‘ours’, and ‘theirs’. 
 

 hyphen  (-)  дефис 
A hyphen is used when you cannot fit the whole of a word 
at the end of a line. 
 

 slash  (/)        Variants: stroke, oblique  
A slash is used 
• between two words or numbers that are alternatives; 
• between two words describing something that is in fact 

two things, as in ‘a washer/drier’ or ‘a clock/radio’. 
 
Source: Collins COBUILD English Usage (2004) 
 

SUPPLEMENT 4 
SCORING TOEFL ESSAYS 
Scores 6 (highest) – 1 (lowest) 
 
Score 6 
Demonstrates clear competence in writing on both the rhetorical 

and syntactic levels, though it may have occasional errors. 
A paper in this category 
• effectively addresses the writing task; 
• is well organized and well developed; 
• uses clearly appropriate details to support a thesis or illustrate 

ideas; 
• displays consistent facility in the use of language; 
• demonstrates syntactic variety and appropriate word choice. 
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Score 5 
Demonstrates competence in writing on both the rhetorical and 

syntactic levels, though it will probably have occasional errors. 
A paper in this category 
• may address some parts of the task more effectively than 

others; 
• is generally well organized and well developed; 
• uses details to support a thesis or illustrate an idea; 
• displays facility in the use of language; 
• demonstrates some syntactic variety and range of vocabulary. 
 
Score 4 
Demonstrates minimal competence in writing on both the 

rhetorical and syntactic levels. 
A paper in this category  
• addresses the writing topic adequately but may slight parts of 

the task; 
• is adequately organized and developed; 
• uses some details to support a thesis or illustrate an idea; 
• demonstrates adequate but possibly inconsistent facility with 

syntax and usage; 
• may contain some errors that occasionally obscure meaning. 
 
Score 3 
Demonstrates some developing competence in writing, but it 

remains flawed on either the rhetorical or syntactic level, or both. 
A paper in this category has 
• inadequate organization or development; 
• inappropriate or insufficient details to support or illustrate 

generalizations; 
• a noticeably inappropriate choice of words and word forms; 
• an accumulation of errors in sentence structure and/ or usage. 
 
Score 2 
Suggests incompetence in writing 
A paper in this category is seriously flawed by one or more of the 

following weaknesses: 
• serious disorganization or underdevelopment; 
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• little or no detail, or irrelevant specifics; 
• serious and frequent errors in sentence structure or usage; 
• serious problems with focus. 
 
Score 1 
Demonstrates incompetence in writing. 
A paper in this category 
• may be incoherent; 
• may be underdeveloped; 
• may contain severe and persistent writing errors. 
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