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UNIT 1
INDIVIDUAL DECISION MAKING

I. Word List:

1) affect — BIuATH, BO3MEHCTBOBATE

2) allocate — pacmipenensiTo

3) attain — mocTurarb

4) commodity — ToBap, mpeaMeT MoTpeOICHHS

5) consequences — MOCIIEACTBUS

6) consider — paccMaTpuBaTh

7) consumer — IOTPeOUTETH

8) decision-maker — U110, MPUHUMAIOLIEE PELICHUS
9) define — onpenensTh

10) distribution — pacnupenencHue

11) encounter — cTaTKHBATHCS

12) equality — paBeHCTBO

13) improve — ymTydmimTh

14) incentive — cTuMyI

15) incremental adjustment — mocTeneHHast KOPPEKTUPOBKA
16) individuals — ¢puzuyeckue nauna

17) inflation — nHIATINS

18) intervention — BMEIIaTeILCTBO

19) marginal change — He3HaUNTENTFHOE U3MEHEHHE
20) marginal benefits — npenebHBIC BHITOBI

21) marginal costs — ipe/ieNbHbIE U3AECPIKKH

22) market forces — ppIHOYHBIE CHIIBI

23) obtain — momry4aTh

24) opportunity cost — abTepHATHBHBIE U3ICPKKU
25) outcome — pe3ynbTaT, UTOT

26) production — IpoU3BOACTBO

27) revenue — 10X0/, BEIpyYKa

28) scarcity — neduuur

29) trade-off — 30. kommpomuce

30) unemployment — Ge3paboTua



I1. Match English and Russian equivalents.

1) marginal change a)3aTrpaTbl Ha IPOW3BOJICTBO
TOBapOB

2) growth of production b) He3HAUUTEIbHOE H3MEHEHHUE

3) cost of producing goods C) TMOIYYUTH TPOIYKT

4) individual consumer d) ampTepHATHBHBIC H3ICPIKKA

5) opportunity cost €) MHIUBUIYaITBHBIN IOTPEOUTEITh

6) costs and benefits f) crankuBaTbCst ¢ KOMITPOMUCCAMU

7) to encounter trade-offs g) 3¢ (EeKTUBHOCTH U PaBEHCTBO

8) efficiency and equality h) U3zIepIKKU U BBHITOIBI

9) to obtain a product 1) pOCT IPOU3BOJICTBA

II1. Complete the table with the correct form of the words.

Verb Noun Adjective / Participle
1) produce
2) improvement
3) allocated
4) consume
5) distribution
6) employing
7) obtain
8) consideration
9) inflationary

IV. Find the synonyms of the following words.

1) to affect a) to achieve

2) to attain b) to allocate

3) consumers c) correction

4) to define d) commodities
5) to distribute e) to determine
6) goods f) to enhance

7) to improve g) influence

8) to produce h) to manufacture
9) adjustment i) buyers



V. Find the antonyms of the following words.

1) to encounter a) expenses
2) consequences b) inequality
3) consumption c) job placement
4) equality d) to ignore
5) high e) public
6) individual f) reasons
7) revenue g) saving
8) unemployment h) to avoid
9) to respond i) low
VI. Read the text.

Economics is a social science that deals with the production, dis-
tribution, and consumption of goods and services within an economy.
Microeconomics is the study of individual decisions while macroeco-
nomics is the study of national economies and topics such as growth,
unemployment, inflation, national debt, and investments.

Microeconomics looks at economics at the level of individual con-
sumers, firms and it forms an understanding of how markets and in-
dustries work. Microeconomics studies the decisions of individual
consumers and producers and how they come together to make mar-
kets. It explores how people decide to do what they do and what hap-
pens when there is a conflict of interest. Microeconomics also consid-
ers how people can improve markets through their actions, the effects
of laws, and other outside interventions. The idea 1s to understand
how those decisions are made and explore their consequences.

The concept of decision plays a central role in microeconomics
because you always have to make a decision: whether to purchase
a new house, how many barrels of oil to refine, what price to sell
pharmaceuticals at, and so on. When you do not have options to
choose from, you cannot make a decision.

What happens when the price of houses increases? On the one
hand, people are more inclined to buy fewer or smaller houses. On the
other hand, developers may want to build more houses so that they
can get more revenue. The result could be a lot of unsold houses.
Then there will be pressure to get rid of those unsold houses, and that
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leads to lower prices. The time when the price reduction stops is
when exactly as much is sold as it is available to sell. This is a mo-
ment where supply and demand are equal.

When people speak of market forces they mean the outcome of all
these decisions taken together. Consumers and companies make
a lot of simple decisions based on signals that come from prices. De-
cisions are not right or wrong. They are optimal (getting the best of
what you want) and sub-optimal (getting less than the best).

The behavior of an economy reflects the behavior of the individu-
als that’s why we should consider some principles about individual
decision making.

Every day people encounter various trade-offs. These are trade-
offs between buying more significant wares and spending money on
a holiday, a clean environment or a high level of income, efficiency
and equality. People will make good decisions only if they are well-
informed about all the possible options.

Making decisions requires comparing the costs and benefits of al-
ternative options since people face trade-offs. The opportunity cost
of a product is what you refuse to obtain that product. When mak-
ing any decision, everyone should be aware of the opportunity costs
that accompany each action.

Rational people do the best they can to achieve their objectives.
Companies decide how many workers to hire and how much of their
product to make and market to increase income. People use marginal
change to describe a small incremental adjustment to a plan of action.
They often make decisions by comparing marginal benefits and
marginal costs. A rational person takes an action when the marginal
benefit of the action exceeds the marginal cost.

An incentive is something that motivates a person to take action.
As rational people make decisions, they respond to incentives.
A higher market price provides an incentive for purchasers to buy less
and sellers to produce more in order to increase supply which in turn
will decrease price and increase demand.

Decisions need two sides: buyers base their decisions on the value
they get from choosing one option as opposed to another, sellers base
their decisions on a measure of revenue against costs.



VII. Match the term on the left with the definition on the right.

1) microeconomics

2) trade-off

3) macroeconomics

4) market forces

5) scarcity

6) production

7) distribution

8) consumption

9) goods and services

a) a situation in which the achieving of some-
thing you want involves the loss of something
else which is also desirable, but less so

b) the outcome of all the decisions taken to-
gether, influenced by consumers and compa-
nies making decisions based on signals that
come from prices

c) a shortage or lack of something (such as
a particular natural resource), so that supply is
insufficient to meet demand

d) the study of the financial and economic
systems of a country or an industry

e) the process of creating goods and services
by combining various inputs, such as labor,
capital, and raw materials, with the goal of
satisfying human wants and needs

f) the use or utilization of goods and services
by individuals, households, or other entities to
satisfy their wants and needs

g) the study of individual decisions and how
they come together to make markets, explor-
ing how people decide to do what they do and
what happens when interests conflict

h) objects and activities that can satisfy peo-
ple's wants

i) the allocation or sharing of goods, services,
and resources among individuals, households,
businesses, or other entities within an economy

VIII. Find the words (phrases) in the text which mean:

1) want of provisions for the support of life;

2) something manufactured or produced for sale;

3) a social science concerned chiefly with description and analysis of the
production, distribution, and consumption of goods and services;

4) one that utilizes economic goods;
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5) the process of making choices about how to use resources in order to
achieve the best possible outcome.

IX. Answer the following questions.

. What is economics?

. What are the two main branches of economics?

. How does microeconomics differ from macroeconomics?

. What is the focus of microeconomics?

. How do microeconomics and individual decisions relate to markets?

. What happens to the price of houses when there is an excess supply?

. How do consumers and companies contribute to market forces?

. How are decisions classified in terms of optimality?

9. What is the concept of trade-offs in decision making?

10. What is the opportunity cost and why is it relevant in decision
making?

11. How do rational decision makers compare marginal benefits
and costs?

12. What role do incentives play in decision making?

03N DN W —

X. Are the following statements true or false?

1. Economics is the study of the relationships between people living in
groups, especially in industrial societies.

2. Microeconomic study deals with what choices people make, what fac-
tors influence their choices and how their decisions affect the goods
markets by affecting the price, the supply and demand.

3. Market forces are influenced solely by small companies and
individuals.

4. Opportunity cost refers to the benefits obtained from choosing a par-
ticular option.

5. Rational decision makers compare marginal benefits and marginal
costs when making choices.

6. Consumers do not base their decisions on the value they receive from
different choices.

7. A higher market price does not provide an incentive for buyers to con-
sume less and sellers to produce more.



XI. Complete the sentences with a word from the box.

family income  economists  savings  resources  individual
standard of living attain  society produce important
buy  save

1. The management of society’s resources is ... because resources are
scarce.

2. Scarcity means that ... has limited resources and cannot ... all the
goods and services people wish to have.

3. Just as each family member cannot get everything they want, each ...
in a society cannot ... the highest ... to which they might aspire.

4. In most societies, ... are allocated not by an all-powerful dictator but
through the combined choices of millions of households and firms.

5. ... study how people make decisions: how much they work, what they
buy, how much they save, and how they invest their ... .

6. Consider parents deciding how to spend their ... . They can ... food,
clothing, or a family vacation.

7. They can ... some of the family income for retirement or the chil-
dren’s college education.

XII. Underline the correct word.

1. Laws that require firms to decrease / increase pollution raise the cost
of producing commodities.

2. The more a society spends / saves on national defense, the less a so-
ciety can spend / save on consumer goods to raise the living standard.

3. The trade-off/ conflict between a clean/dirty environment and
a high / low level of income is crucial in contemporary society.

4. Because of higher /lower costs, the companies earn smaller profits,
pay lower / higher wages and charge higher / lower prices.

XIII. Put the words in the right word order to make sentences.

1. Efficiency / society / that / getting / is / means / benefits / maximum /
its / from / resources.
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2. Equality / benefits / that / among / distributed / means / are / the mem-
bers / evenly / of / society.

3. Making / comparing / and / the costs / benefits / decisions / requires.

4. Rational / people / do / they / can / systematically / to / and / purpose-
fully / the best / their / to achieve / objectives.

XIV. Make a list of key words and word combinations from
the text.

XV. Summarize the text in less than 8 sentences.
XVI. Translate the sentences from English into Russian.

1. Microeconomics is the study of individual decisions while macroeco-
nomics focuses on the decisions of countries.

2. Microeconomics considers how people can improve markets through
their actions, the effects of laws, and other outside interventions.

3. Workers face limitations and make trade-offs. People have to decide
whether and when to enter the labor market.

4. Since the kinds of jobs available to a worker depend on education lev-
el and skills, a worker must trade off working now for continued
education.

5. Workers encounter trade-offs in choosing employment. While some
people prefer to work for large corporations that offer limited potential
for promotion, others prefer to work for small companies where there are
more opportunities for promotion.

6. Workers have to decide how many hours per week they wish to work,
thereby trading off labor for leisure.

7. When making any decision, everyone should be aware of the oppor-
tunity costs that accompany each action.
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UNIT 2
INTERACTIONS AMONG PEOPLE

I. Word List:

1) ability — cmocobHOCTB

2) allocation — pacnpezeneHue

3) assume — npearnoaraTh

4) benefit — BEIUTPHIBATH, U3BIEKATH BBHITOLY

5) central planners — 1ieHTpagbHBIC OPTAHbBI TUTAHUPOBAHMS
6) compete — KOHKYpHUPOBaTh

7) direct — ynpaBiaTh

8) economic activity — SKOHOMUYECKas JIATEIILHOCTh
9) economy — SKOHOMUKA, XO35HCTBO

10) market economy — peIHOYHAs SKOHOMHKA

11) enforce — oGecnieunBaTh

12) exercise control — ocyIecTBIsATE KOHTPOIh

13) gain — momy4ats, mpuoOpeTaTh

14) guide — pyKOBOANTH, HATIPABIISATH

15) hire — HaHUMATh

16) household — romoxo3siicTBO

17) income — moxon

18) invisible hand — HeBumMMast pyka

19) interact — B3amMOCHCTBOBATh

20) left to its own devices — mpenocTaBieHHBINH caMoMy cede
21) make better off — caenars nydiie, yaTydmiTh

22) manifest — mposBIATH

23) market failure — ¢pmacko prraKa

24) market power — ppIHOYHAs BIIACTh

25) profit — mpuObLTL

26) promote — criocoOCTBOBATH

27) property rights — uMyIIeCTBEeHHBIC TIpaBa

28) purchase — moxkymnarb

29) remedy — ycTpaHUTb

30) well-being — 6narononyyne
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I1. Match English and Russian equivalents.

1) to compete for customers

2) to make countries better off
3) to manifest power

4) to promote well-being

5) firms and households

6) to interact in the marketplace
7) desirable outcomes

8) to prove success

9) to improve efficiency

10) to promote equality

11) ability to trade

12) invisible hand of the market

a) YJIy4IIUTb HOJIOKEHNE CTPaH
b) >xemaeMbie pe3yabTaThl

C) BO3MOXHOCTb TOPTrOBaTh

d) HeBuaMMast pyka peIHKa

€) COIeiCTBOBATh PAaBEHCTBY

f) noBBICUTH 3P PEKTUBHOCTH

g) IPOSIBUTH CUITY

h) cnoco6eTBOBaTH OMAroOIOTyUHIO
1) ToKa3aTh yCHEIHOCTh

J) B3aMMOJICHCTBOBATh HA PhIHKE
k) ¢upmbr 1 momoxo3stiicTBa

1) KOHKYpHpOBATh 3a KIIMESHTOB

II1. Complete the table with the correct form of the words.

Verb Noun Adjective / Participle
1. compete
2. intervention
3. beneficial
4. allocate
5. interaction
6. manifested
7. promote
8. hiring
9. failed
10. enforce

IV. Find the synonyms of the following words (word combinations).

1) to improve market outcomes
2) to gain

3) competitors

4) to guide

5) to exercise control

6) to assume

a) outcomes

b) to correct

¢) to contribute
d) to improve
e) welfare

f) to benefit
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7) results g) to enhance market results

8) to remedy h) to ensure observance
9) to promote 1) rivals

10) to make better off j) to suppose

11) to enforce k) to direct

12) well-being 1) to monitor

V. Find the antonyms of the following words (word combinations).

1) to benefit from trade a) to function in isolation
2) market failure b) obstacle

3) consumption ¢) financial distress

4) to enforce d) market success

5) economic equality e) to be disadvantaged by trade
6) ability f) common good

7) to hire g) regulated

8) opportunity h) income inequality

9) to interact in the market 1) to ignore

10) economic well-being j) production

11) free k) inability

12) personal interest 1) to dismiss

VI. Read the text.

Throughout our lives, our decisions affect both ourselves and people
around us. The following principles relate to interactions among people.

Nowadays the Chinese are major competitors in the global econo-
my because firms in China and other countries produce many of the
same goods. Companies in different developed countries compete for
the same customers in various markets (clothing, solar panels, motor
vehicles, automobile tires, etc.). It is a misconception that competi-
tion among countries is a bad thing. While in fact this is a healthy
practice that incentivizes and promotes better availability and quality
of goods. Trade among countries can make them better off.

Take into consideration how trade affects a family. When a house-
hold member goes shopping in a bazar, they compete against mem-
bers of other families because they want to buy the best goods at the
lowest prices. A household would not be better off isolating itself
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from the outside. If a housechold isolated itself from all others, it
would need to grow its own food and make its own clothes. Every
household gains much from its ability to trade with others. Trade en-
courages specialization in one particular skill or good that is in de-
mand that is not widely available. By trading with others, people can
purchase a wider range of goods at a lower price due to increase
competition. Countries also benefit from the ability to trade with one
another, specializing in what they do best.

In the Soviet Union the central planners controlled what goods and
services were produced, how much was produced, who produced and
consumed these goods and services. The reasoning behind central plan-
ning was that only the government could organize economic activity in
a way that promoted economic well-being for the country as a whole.

In a market economy, the decisions of central planners are re-
placed by the decisions of firms and households. Firms decide whom
to hire and what to produce. Households choose their own employers
and vocations and what to buy with their incomes. These firms and
households interact in the marketplace, where prices and personal in-
terest guide their decisions.

In a market economy, no one takes care of the economic well-being
of society as a whole. Free markets contain many buyers and sellers of
goods and services, and all of them are interested in their own well-
being. The market economy has proven its success in organizing eco-
nomic activity aimed at improving economic well-being.

A Scottish economist by the name of Adam Smith coined the term
invisible hand that assumed an economy can work well in a free mar-
ket where all people will work in their own interests. Prices are the
instrument with which the invisible hand directs economic activity.
The economy will function relatively well if the government gives
people the opportunity to buy and sell freely among themselves while
the government acts only as an enforcer of rules to all parties. If peo-
ple were allowed to trade freely, self-interested sellers would compete
with each other, guiding the markets to desirable outcomes through
an invisible hand. The invisible hand can manifest its power only if
the government intervenes. It enforces the rules and supports the in-
stitutions that are crucial to a market economy. This is one of the rea-
sons why we need a government.
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Market economies need institutions to enforce property rights so
individuals can own and control resources. Property rights are the
rights of people and companies to own, use, exercise control and re-
ceive a profit from resources. We all rely on government institutions
to enforce our rights with respect to the goods we produce, and the
invisible hand counts on our ability to enforce these rights.

The government has two main arguments for intervening in the econ-
omy and changing the allocation of resources: improving efficiency or
promoting equality. This is another reason why we need government.
The government can improve market outcomes by remedying a mar-
ket failure or by promoting greater economic equality.

VII. Match the term on the left with the definition on the right.

1) better off a) people whose wants are satisfied by using
goods and services
2) competition b) involves both producing the goods and ser-

vices and using inputs in a way that keeps
production costs as low as possible

3) trade c) the result of the interaction between buyers
and sellers in a market

4) consumers d) the rights of people and companies to own,
use, exercise control and receive a profit from
resources

5) economic efficiency  ¢) in more favourable circumstances, especial-
ly financially

6) property rights f) a situation in which the outcome of the
market is not efficient from society's point of
view

7) market outcome g) rivalry among sellers to supply goods and
services, or among buyers to acquire a service
or good

8) market failure h) the act of buying and selling goods and ser-
vices either on the domestic markets or on the
international markets
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VIII. Find the words (phrases) in the text which mean:

1) the process of engagement, communication and exchange between
buyers, sellers and producers within an economic system;

2) any setting where buyers and sellers exchange goods, services, re-
sources, and currencies;

3) the value of a good or service stated in money terms;

4) the mechanism of market regulation;

5) a more equal distribution of goods and services to citizens.

IX. Answer the following questions.

1. Can trade among countries make them better off?

2. How does trade affect families and their ability to buy goods?

3. Why would a family not be better off isolating itself from all other
families?

4. What is the idea of the first principle?

5. What was the reasoning behind central planning in the Soviet Union?
6. In a market economy, who makes the decisions that were previously
made by central planners?

7. How do firms and households interact in the marketplace?

8. In a free market, who is responsible for ensuring the economic well-
being of society?

9. What is the “invisible hand” of the market, according to Adam Smith?
10. What does the “invisible hand” of the marketplace do?

11. What is the idea of the second principle?

12. What are the two main arguments the government has for intervening
in the economy?

13. How can the government improve market outcomes in terms of effi-
ciency or equality?

14. What is the idea of the third principle?

X. Are the following statements true or false?

1. Trade among countries can improve their situation.

2. Trade among countries is like a game with winners and losers.

3. Your family would be better off isolating itself from all other families.
4. By trading with other people, people cannot purchase a wider range of
goods at a lower price.
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5. In a market economy, firms and households make decisions instead of
central planners.

6. Free markets do not contain many buyers and sellers of goods, and
they are not all interested in their own well-being.

7. The invisible hand is the unseen market force that helps the demand
and supply of goods in a free market to reach equilibrium automatically.
8. The “invisible hand” does not direct its economic activity through
prices.

9. Market economies do not need institutions to enforce property rights
so individuals can own and control resources.

10. To promote efficiency or to promote equality are two main argu-
ments in favor of government intervention in the economy.

XI. Complete the sentences with a word from the box.

concept  allocation  external  production air  power
ability economic market (x2)  health  left to its own devices
failure reasons  pollution well-thought-out

1. The ... of market failure is used for a situation in which the ... itself
is unable to ensure an efficient ... of resources.

2. One of the possible ... for the ... failure is an ... factor, which is the
impact of one person’s actions on the well-being of an outsider.

3. ... is one of the examples of an external factor.

4. When the ... of a good pollutes the ... and creates ... problems for
people who live near the factories, the market ... may not take these
costs into account.

5. Market ... is another possible reason of market ... . Market power is the
... of one person or firm to exert excessive influence on market prices.

6. If there are external factors or market power, a ... public policy can
increase ... efficiency.

XII. Underline the correct word.
1. The Chinese / Burundian firms are considered competitors in the
global economy.

2. Every family in an economy / economics competes with other families.
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3. There are a lot of buyers and sellers in free / centrally planned markets
who are interested in their own well-being.

4. When the government prevents / permits the natural adaptation of
prices to supply and demand, it deprives the invisible hand’s ability to
coordinate the decisions of households and firms.

5. Market refers to an organizing / organized group of individuals or en-
tities involved in buying and selling particular goods who are in contact
with each other and who are aware of the level of demand and supply.
Therefore, there is a single price calling / called the market price.

XIII. Put the words in the right word order to make sentences.

1. Firms / to produce / what / whom / to hire / decide / and.

2. Prices / with / the / invisible / economic / the instrument / directs /
hand / are / which / activity.

3. Market / need / to enforce / rights / property / economies / institutions.
4. Property / of / people / rights / to own / over / exercise / control /
resources / the rights / are / and.

5. Trade / each / to / specialize / allows / person / in / the / she / best /
does / activities.

XIV.Make a list of key words and word combinations from
the text.

XV. Summarize the information in this text in less than 8
sentences.

XVI. Translate the sentences from English into Russian.

1. Trade among countries can make them better off.

2. The theory behind central planning was that only the government
could organize economic activity in a way that promoted economic well-
being for the country as a whole.

3. In a market economy, the decisions of central planners are replaced by
the decisions of firms and households.

4. The market economy has proven its success in organizing economic
activity aimed at improving economic well-being.
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5. If people were allowed to trade freely, self-interested sellers would
compete with each other, guiding the markets to desirable outcomes
through an invisible hand.

6. We all rely on government institutions to enforce our rights with re-
spect to the goods we produce, and the invisible hand counts on our abil-
ity to enforce these rights.

7. The government can improve market outcomes by remedying a mar-
ket failure or by promoting greater economic equality.
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UNIT 3
ECONOMIC SYSTEMS

I. Word List:

1) boom-bust cycles — IUKIIBI TOTHEMOB U CIIaJI0B

2) contemporary — COBpeMEHHBIN

3) determine — onpeaemsTh

4) discourage — mpensaTCTBOBATh

5) economic — YKOHOMHYECKH; SKOHOMUYECKH BBITOTHBIN
6) economical — 5KOHOMHBIH, OEPEHKITUBEII; SKOHOMUYHBIT
7) economize — 3KOHOMHTb, 3JKOHOMHO PacX0J[0BaTh

8) command economy — KOMaHIHasi SKOHOMHUKA

9) mixed economy — cMeIlIaHHAs YKOHOMHUKA

10) enterprise — mpennpusTHE

11) extent — cTereHb

12) impact — Bo3eficTBHE

13) inequality — HepaBeHCTBO

14) insufficiently — HegocTaTouHo

15) lack of balance — HecbanaHcupOBaHHOCTD

16) laissez faire — HeBMemIaTeNbCTBO, IPUHIINT HEBMEIIATEIHLCTBA

17) misallocation — HepaIMOHAIBHOE pacpeelieHre
18) on the contrary — Hao00poT, HAIPOTHB
19) output — npomyKIus, pe3yabTar

20) pursue — mpeciieIoBaTh

21) rapid — ObICTpBIH

22) reward — Bo3HarpaxeHue

23) settle — yperynupoBatb

24) shortage — HexBartka, aeumut

25) subsidy — cyOcuausi, qoTarus

26) surplus — u30BITOK, IPOQUITUT

27) taxation — HaJIOr000JIOKEHHE

28) wages — 3apa0boTHas riaTa

29) yield — npuHOCHTB
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I1. Match English and Russian equivalents.

1) profits and losses

2) to yield the highest profits
3) incentives and rewards

4) lack of public goods

5) insufficiently provided

6) boom-bust cycles
7) output of the society

8) to discourage innovation
9) shortages or surpluses
10) profound impact

11) through taxation and subsidies
12) lack of balance and laissez faire

a) HEJJOCTATOYHO TPEIOCTaBIISIEMbIC
b) UKJIEI TOAEEMOB U CIIA/I0B
C) MpuOBUIN U YOBITKH
d) rirybokoe BrusiHUE
€) IPUHOCHUTH MaKCUMAaJIbHYIO
npuobLIb
) cTuMyTIBI ¥ BO3HATpAXKACHUS
g) 4epe3 HAIOT000I0KEeHUS
u cyOcuanmn
h) oTcyTcTBHE OOIIECCTBEHHBIX
Onar
1) oTcyTCcTBHE OanaHca
Y HEBMEIIATECTBO
j) meduIHT WU MPOPULHUT
k) mpensitcTBOBaTH MHHOBAIIHSM
1) pe3ynbTaThl NesSTEIBbHOCTH
oOrmrecTBa

II1. Complete the table with the correct form of the words.

Verb Noun Adjective / Participle
1. provide
2. regulation
3. organized
4. solve
5. economy
6. taxable
7. determine

IV. Find the synonyms of the following words (word combi-

nations).

1) resource misallocation
2) to yield

3) to settle

4) to determine
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5) extent e) non-interference

6) to pursue own interests f) to bring

7) laissez faire g) modern

8) insufficiently h) to resolve
9) contemporary 1) to prevent
10) to discourage j) not enough

V.Find the antonyms of the following words (word combi-
nations).

1) market economy a) stability

2) shortage b) punishment

3) rapid ¢) individuals

4) subsidies d) unemployment benefit
5) reward e) fair distribution

6) enterprises f) surplus

7) wages g) slow

8) boom-bust cycles h) taxes

9) lack of balance in support 1) similarly

10) on the contrary j) command economy

VL. Fill in each gap with a suitable word from the box.

economic economical (X2) economics economist
economize economy

... is a social science concerned chiefly with description and analysis
of the production, distribution, and consumption of goods and services.
The ... is the system of production, trade, and consumption of goods and
services in a particular in a country or area. Being ... means making
choices that optimize the use of scarce resources. Something that is ...
does not require a lot of money to operate. For example, an automobile
that uses a minimal quantity of petrol is ... . People often try ... by seek-
ing the best value for their money or by reducing unnecessary expenses.
An ... is a professional who analyzes economic data, trends, and policies
to provide insights and forecasts.
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VII. Read the text.

Different societies are organized through various economic sys-
tems. There are different ways of organizing an economy. On the one
hand, government makes most economic decisions. On the other
hand, decisions are made in markets, where individuals or enterprises
agree to exchange goods and services through payments of money.

Nowadays in many countries of the world a lot of economic ques-
tions are settled by the market mechanism. Therefore, their economic
systems are called market economies. A market economy is an econ-
omy in which individuals and private firms make basic decisions
about production and consumption. Prices, markets, profits and loss-
es, incentives and rewards determine what goods are produced and in
what quantities, how goods are produced, and for whom these goods
are produced. Firms produce goods that yield the highest profits using
the least expensive techniques of production. Consumption is deter-
mined by individuals’ decisions about how to spend the wages gener-
ated by their labor.

Any market economy has its advantages, such as competition (in-
centive for firms to produce efficiently), consumer choice (a wide range
of choices in commodities and services), economic growth (rapid eco-
nomic growth and higher living standards), as well as its disadvantages,
which are inequality (differences in income and wealth can be signifi-
cant), lack of public goods (some basic services may be insufficiently
provided without government intervention), boom-bust cycles (a series
of events in which a rapid increase in business activity is followed by
a rapid decrease in business activity).

On the contrary, a command economy is an economy in which the
government makes all important decisions about production and dis-
tribution. In a command economy, the government owns factories,
land and capital. The government owns and directs the operations of
enterprises in most industries, it is the employer of most workers and
tells them how to do their jobs. The government also decides how the
output of the society is to be divided among various goods and ser-
vices. So, the government makes decisions about what people should
consume, how goods should be produced, and how people should
work. No economy relies entirely on command. The advantages of
a command economy include equality (to reduce income inequality
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through central planning), stability (to provide stability during crises),
social goals (to direct resources to public services and social welfare).
The disadvantages of this economic system include lack of incentives
(to discourage innovation and individual initiative) and resource mis-
allocation (shortages or surpluses).

No contemporary society falls completely into any of these catego-
ries. Most countries are mixed economies, although some are close to
command economies and others are nearer to the market economy.
Mixed economy is an economy in which the government and private
sector cooperate in solving economic problems. The government in-
fluences decisions through taxation, subsidies and provision of free
services. It also regulates the extent to which individuals may pursue
their own interests. Market forces play a large role but the govern-
ment intervenes extensively. Taxes play an important role in the func-
tioning of a mixed economy and have a profound impact on the way
society allocates its resources.

Among the advantages of a mixed economy are efficient allocation
of resources, incentives for innovation and production efficiency,
government support. Disadvantages are a lack of balance in govern-
ment support and laissez faire, and the excessive influence of private
enterprises.

VIII. Match the term on the left with the definition on the right.

1) allocation a) an economic system in which all decisions
are made centrally by the national government,
usually through the establishment of sequential
five-year plans

2) boom-bust cycles b) an economic system where buyers and
sellers meet to exchange goods and services,
and the buyers and sellers decide on price

3) collective farming ¢) an economic system where buyers and
sellers meet to exchange goods and decide on
price with some government involvement in
the economy

4) command economy  d) a series of events in which a rapid increase
in business activity is followed by a rapid de-
crease in business activity
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5) competitive market  ¢) the belief that markets should be left to run
free from government intervention as business
and consumer needs will find their balance in
the market place

6) laissez faire f) ways in which to distribute goods, services
or resources

7) market economy g) a market where numerous buyers and sellers
interact freely

8) mixed economy h) the incentive or desire to work or form

a business in order to gain profit or make fi-
nancial gains

9) profit motive i) an agricultural system in which the state
leases land to a collective of workers who op-
erate the farm

IX. Find the words (phrases) in the text which mean:

l)a form of national economic organization, somewhere between
a command economy and a market economy;

2) economic decisions (e. g. resource allocation, production targets) are
determined by a central authority;

3) a wide range of choices in commodities and services;

4) a situation in which money or opportunities are not shared equally
between different groups in society;

5) a situation in which something such as an economy, company, or sys-
tem can continue in a regular and successful way without unexpected
changes.

X. a) Answer the following questions.

1. In the beginning of the text, what sentence does the writer use to show
that present day a lot of countries have a market economy?

2. How do individuals and private firms play a role in a market
economy?

3. What factors determine what goods are produced, how they are pro-
duced, and for whom in a market economy?

4. What are the advantages and disadvantages of a market economy?

5. How can a command economy be characterized?
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6. What role does the government play in a command economy?

7. What are the advantages and disadvantages of a command economy?
8.In what way does a market economy differ from a command
economy?

9. What is a mixed economy? How does it differ from a command or
market economy?

10. How does the government influence economic decisions in a mixed
economy?

11. What are the advantages and disadvantages of a mixed economy?

12. To which type do most modern economies belong?

b) Think of your own answer and say it:

1. What is the function of the market in an industrial country?

2. To which type does the economy of Belarus belong?

3. Is the level of government regulation growing or falling in the econo-
my of Belarus now?

XI. Are the following statements true or false?

1. Societies use different economic systems to structure their orga-
nization.

2. In many countries of the world, a lot of economic problems are solved
through the market forces.

3. A market economy is an economy in which the government makes all
important decisions about production and distribution.

4. Prices, markets, profits and losses, incentives and rewards do not play
a role in determining what goods to produce.

5. Competition, consumer choice and economic growth are advantages
of a command economy.

6. The disadvantages of a market economy are the lack of incentives and
resource misallocation.

7. In a mixed economy, the government can influence by imposing taxes
and subsidies and controlling the boundaries within which individuals
can pursue their own interests.

8. Within a mixed economy, market forces do not play an important role
and the government does not intervene.
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XII. Complete the sentences with a word from the box.

answer  combine  command  control  elements  forms
individuals inputs make choices market price
production

1. The predominant ... of economic organization are command and ... .
2. The ... economy is characterized by extensive government ... and
direction.

3. The market economy is governed by a ... and profit system in which
the majority of decisions are made by ... and businesses in the
private sector.

4. Societies ... command and market ... in different ways.

5. Any society must ... the following questions: what, how, and for
whom? To answer these questions, we must ... ... about the economy’s
inputs and outputs.

6. ... are land, labor, and capital. Outputs are a variety of goods that re-
sult from the ... process.

XIII. Underline the correct word.

1. A command economy / a market economy is an economy in which the
government makes all important decisions about production and
distribution.

2. When people are poor, social services are in higher / lower demand.

3. When the price / importance of some goods grows, people will try
to use them less.

4. In China and Cuba there was a large part / a small measure of central
planning.

5. Goods are produced / destroyed on farms and in factories and con-
sumed by the people who buy / sell them.

XIV. Put the words in the right word order to make sentences.

1. Modern / mixed / rely / on / intervention / economies / are / and / the
market / with / but / government.

2. In / resources / government / allocated / economy / planning / by /
command / a / are / central.
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3. The / leads to / problem / economic / which / is / scarcity / central / an
opportunity cost.

4. Prices / and / regulate / in / consumption / a market / production /
economy.

5. If / allocate / to / we / of / enough / production / agriculture, / achieve /
will / a high level / we / resources.

XV.Make a list of key words and word combinations from
the text.

XVI. Summarize the information in this text in less than 8
sentences.

XVII. Translate the sentences from English into Russian.

1. There are different ways of economic organization.

2. On the one hand, government makes most economic decisions. On the
other hand, decisions are made in markets.

3. A market economy is an economy in which individuals and private
firms make basic decisions about production and consumption.

4. Any market economy has its advantages, such as competition, con-
sumer choice, and economic growth, as well as its disadvantages, which
are inequality, lack of public goods, and boom-bust cycles.

5. A command economy is an economic system in which the means of
production are state-owned, and economic activity is controlled by a cen-
tral authority that sets quantitative production goals and allocates raw
materials among productive enterprises.

6. The advantages of a command economy include equality, stability,
social goals; lack of incentives and resource misallocation are the disad-
vantages of this economic system.

7. Within a mixed economy, the government influences decisions
through taxation, subsidies and provision of free services.
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UNIT 4
SUPPLY AND DEMAND

I. Word List:

1) conceivable price — mpuemiiemas eHa

2) decline — ymeHbIIaTHCA, CHIKATHCS

3) demand (smth) — Tpe6oBaTh (4TO-TH00)

4) demand — cnipoc

5) in demand — MOMB3YIOMIMICS CIIPOCOM

6) excess demand — U30BITOYHBIH CITPOC

7) each possible price — 30. 1r006ast BO3MOXKHas IIeHA

8) economic goods — skoHOMHYECKHE Onara

9) economic bads — s5xoHOMIUYECKHE aHTHOIIara

10) equilibrium — paBHOBecHE, MOJI0KEHUE PAaBHOBECHUS
11) equilibrium price — neHa paBHOBeCHs

12) exceed — npeBbIIIaTh

13) fall — magaTh, MOHMWKATHCS

14) goods — ToBapsI

15) related goods — comyTcTBYyIOIITHE TOBAPHI

16) substitute goods — B3anMo3aMeHsieMbIe TOBAPHI (TOBAPBI-CyOCTUTYTHI)
17) complementary goods — B3aMMOJIOIOJIHSIIOIIAE TOBAPbI (KOMILIEMEH-
TapHbIe OJara)

18) normal goods — HOpMaTbHBIE TOBaPHI

19) inferior goods — HU3KOKaUYECTBEHHBIE TOBAPHI

20) hence — 30. ciaemoBaTeILHO

21) other things equal — npu MpoYNX PaBHBIX YCIOBHSIX
22) rise — OBBIIIATECS, YBETMYUTHCS, PACTH

23) supply — moctaBisiTh, CHaOKaTh

24) supply — mpemnoxxenue (ToBapa)

25) excess supply — H30BITOYHOE MPEATIOKEHUE

26) surplus — n30BITOK, TPOUITUT

27) consumer surplus — MOTPeOUTENBCKHIA N3JTUILIEK
28) producer surplus — H3JIUIIEK POU3BOIUTEIIS

29) economic surplus — 3KOHOMUYECKUH TPOPUITAT
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I1. Match English and Russian equivalents.

1) to regulate demand and supply

2) at the equilibrium price
3) quantity of commodities

4) factors affecting the demand

5) consumer preferences

6) prices of related goods

7) examples of substitute goods
8) demand for inferior goods

9) technological advances

10) complementary goods diagram

11) demand for normal goods

12) reduction in input prices

a) CHIDKEHHE IICH Ha ChIPbE
b) cipoc Ha OOBIYHBIE TOBAPHI
) Iuarpamma KOMILIeMEHTap-
HBIX OJar
d) cripoc Ha HU3KOKAYECTBEHHBIC
TOBaphbl
€) peryJmpoBaTh CIpocC U Mpe/l-
JIOKECHUE
f) TexHUYeCcKHMii Tporpecc
g) IpU paBHOBECHOM LieHe
h) 11eHBI Ha CONMYTCTRYIOIINE
TOBapBI
1) KOTMYECTBO TOBAPOB
j) IpUMEpPHI TOBApOB-
3aMEHUTENEN
k) daxropsl, Brustoniie Ha
crpoc
1) mpeanoureHus noTpedUTENs

II1. Complete the table with the correct form of the words.

Verb Noun Adjective / Participle
1) decline
2) exceedance
3) complementary
4) reduce
5) increase
6) decreasing
7) supply

IV. Find the synonyms of the following words (word combinations).

1) shortage

2) surplus

3) possible price
4) to equal

a) to surpass

b) popular

¢) market-clearing price
d) excess
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5) equilibrium price e) scarcity
6) to exceed f) to be equivalent
7) in demand g) conceivable price

V. Find the antonyms of the following words (word combinations).

1) consumer a) to fall
2) to decline b) quantity supplied
3) to demand c) excess supply
4) equilibrium d) imbalance
5) excess demand e) to supply
6) quantity demanded f) to increase
7) to rise g) producer
VI. Read the text.

At a market each participant is either a buyer or a seller. Demand is
the possible behavior of buyers; it is the quantity of goods and services
that buyers wish to buy. Supply is the possible behavior of sellers; it is
the quantity of goods and services that sellers wish to sell. Hence supply
and demand is a relationship between the quantity of a commodity that
producers wish to sell at each possible price and the quantity that con-
sumers wish to buy at every conceivable price. The price of a commodity
is determined by the interaction of supply and demand in a market.

If the price of any commodity rises, this commodity becomes more
and more expensive and therefore the demand for it falls, other things
equal. If the price of this commodity falls, the quantity demanded ex-
ceeds the quantity supplied. The price at which the quantity of goods
supplied by producers equals the quantity of goods demanded by con-
sumers is called the equilibrium price.

If the price of a commodity lies below the equilibrium price, the
quantity of commodities in demand exceeds the quantity of commodi-
ties in supply at the current price. All this gives rise to excess demand,
which leads to a shortage.

If the price of a commodity is above the equilibrium price, the quanti-
ty supplied exceeds the quantity demanded at the current price. All this
generates excess supply, which results in surplus. At the equilibrium
price, the quantity demanded and quantity supplied are equal, people's
wishes are fulfilled. There is no incentive for further price changes.
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There are some factors affecting the demand for a commodity. They
are the prices of related goods, the income of buyers, population, con-
sumer tastes or preferences, special influences.

Related goods are categorized as either substitute goods or comple-
mentary goods. Substitute goods are goods that satisfy a similar need
(tea and coffee, Pepsi and Coca-Cola). An increase in the price of these
goods raises demand for their substitutes, while a decrease in the price
of the goods decreases demand for their substitutes.

Complementary goods are goods that are consumed jointly (car and
fuel, shoes and shoelaces). An increase in the price of these goods de-
creases demand for their complements while a decrease in the price of
these goods increases demand for their complements.

A rise in the income of buyers increases demand for goods which
consumers are ready to purchase in large quantities. They are called
normal goods. However, an increase in the consumer incomes decreas-
es demand for inferior goods which are goods whose demand declines
when consumer income rises.

Any economic system accounts for both economic goods and bads.
Economic bad is anything with a negative value to the consumer, for
example, pollution, loss of resources, noise, risks, misinformation.

In regards to supply, there are also some factors which affect it.
Among them are the technological advances, input prices, prices of
related goods, government policies and special influences. Improve-
ments in technology as well as a reduction in input prices lead to an
increase in the quantity supplied.

An increase in demand results in a rise in both equilibrium price and
quantity. A decline in demand leads to a decrease in both equilibrium
price and quantity.

A rise in supply increases quantity demanded but decreases price.
A fall in supply reduces quantity but increases equilibrium price.

We can define a measure of customers’ trade gain as consumer sur-
plus. However, when we wish to reflect a measure of sellers’ trade gain
we say about producer surplus. Hence, economic surplus can be
measured by the sum of the consumer and producer surplus. Govern-
ment actions regulate demand and supply imposing maximum and min-
imum prices and, if necessary, adding its own demand to the demand of
the private sector.
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VII. Match the term on the left with the definition on the right.

1) demand

2) equilibrium price

3) incentives

4) income

5) economic bad

6) shortage

7) supply

8) surplus

a) things that motivate and influence the behavior
of households and businesses (e. g. prices, profits,
and losses)

b) a schedule of how much producers are willing
and able to produce and sell at each possible price
during some time period

c) a schedule of how much consumers are willing
and able to buy at each possible price during some
time period

d) the situation resulting when the quantity de-
manded exceeds the quantity supplied at the cur-
rent price of a good, service, or resource

e) the situation resulting when the quantity sup-
plied exceeds the quantity demanded at the current
price of a good, service, or resource

f) the amount of money received in a specified
period in exchange for providing labor or selling
goods and services

g) an undesirable outcome caused by continuous
business activity and endless consumption by people
h) the market clearing price at which the quantity
demanded by buyers equals the quantity supplied
by sellers

VIII. Find the words (phrases) in the text which mean:

1) a measure of customers’ trade gain;
2) a price that is within the limits of possibility, often based on existing
market conditions and economic factors;

3) similar goods;

4) a measure of sellers’ trade gain;
5) goods that are used together.

IX. a) Answer the following questions.

1. What is supply and demand?
2. What is the difference between supply and demand in a market?
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3. How is the relationship between supply and demand defined?

4. How is the price of a commodity determined in a market?

5. What is the significance of the equilibrium price in relation to supply
and demand?

6. What are the consequences when the price of a commodity falls below
the equilibrium price?

7. What happens when the price of a commodity exceeds the equili-
brium price?

8. What factors influence the demand for a commodity?

9. How do substitute goods impact the demand for each other?

10. In what way does the demand for one good affect the demand for its
complementary good?

11. How does an increase in buyer's income impact the demand for
goods, and what are normal and inferior goods?

12. What factors influence the supply of goods, and how do technologi-
cal advances and input prices play a role?

13. How does an increase in supply affect the quantity demanded
and price?

14. How do consumer surplus and producer surplus contribute to eco-
nomic surplus?

15. How does the government regulate demand and supply in the market?

b) Think of your own answer and say it.

1. How can prices for other goods affect the demand for a good? Provide
examples.

2. What substitute goods can you name?

3. What complementary goods can you name?

X. Are the following statements true or false?

1. Demand is the quantity of goods and services that sellers wish to sell.
2. Supply is the quantity of goods and services that buyers wish to buy.
3. Equilibrium price is the price at which supply and demand are equal.
4. Excess supply is a situation in which the quantity demanded is less
than the quantity supplied at a certain price.

5. Rising incomes result in an absolute fall of demand for inferior goods.
6. Inferior goods are usually low-quality goods for which there are high-
er-quality substitutes.
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7. Complement goods are the goods which are used jointly. As the price
for petrol increases, the demand for automobiles decreases.

8. Consumer surplus is the difference between what consumers are will-
ing to pay for a commodity and the actual price at which it is sold in
the market.

XI. Complete the sentences with a word from the box.

collapse ~ consumers  decrease = demand  increased
prices  reduction  rise surplus switching  transition

1. The mad cow disease crisis in the 1990s led to a ... in the demand
for beef.

2. We can view the mad cow disease crisis as a blow to ... tastes.

3. Consumers began ... to pork and chicken because they were consid-
ered safer than beef.

4. With a ... in demand, taking into account supply, the equilibrium price
of beef fell.

5. The ... for pork increased. Pork prices ... as well.

6. Numerous farmers made a ... from raising cattle to breeding pigs,
leading to a ... in the supply of pork in the market.

7. In the late 1990s a ... of pork flooded the market, causing a significant
decline in pig ... .

8. In the early 2000s there was a significant ... in the pig breeding for
sale in the market.

XII. Underline the correct word.

1. A rise in food prices significantly affects / increases consumer real
income because food is a large part of consumer expenditure / budget.

2. A rise in the price of the good a increases the quantity demanded of
the good b when the two goods are substitutes / normal.

3. A fall in additional / input prices makes the production less expensive.
4. The fashion for vapes increased / reduced the demand for regular
cigarettes.

5. If the rise / fall in prices is very large and fast / slow, the situation
is known as hyperinflation.
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XIII. Put the words in the right word order to make sentences.

1. An expenditure / something / is / on / money / spent.

2. Governments / activities / restrictions / regulate / some / imposing /
economic.

3. When / consume / goods / services / provide / and / people / they /
a basis / further / for / production.

4. Every / sell / possible / to / wants / as / firm / goods / many / as.

5. When / is / a / failure, the / producers’ / will / there / decrease / harvest /

supply.

XIV.Make a list of key words and word combinations from
the text.

XV. Summarize the information in this text in less than 8
sentences.

XVI. Translate the sentences from English into Russian.

1. Supply and demand is relationship between the quantity of a commod-
ity that producers wish to sell and the quantity that consumers wish to
buy at the current price.

2. The interaction of supply and demand in a market determines the price
of a commodity.

3. The price at which the quantity of goods supplied by producers equals
the quantity of goods demanded by consumers is called the equilib-
rium price.

4. Excess demand arises when the quantity of commodities demanded
exceeds the quantity supplied at the current price, indicating a price be-
low the equilibrium level.

5. Excess supply occurs when the quantity supplied exceeds the quantity
demanded at the current price, indicating a price above the equilibrium
level for a commodity.

6. A rise in the income of buyers increases demand for normal goods and
decreases demand for inferior goods.

7. Any economic system accounts for both economic goods and bads.

8. Government actions regulate supply and demand by setting maximum
and minimum prices and, if necessary, adding its own demand to that of
the private sector.
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UNIT 5
TYPES OF ELASTICITY OF DEMAND

I. Word List:

1) degree of responsiveness — CTETIEHb YyBCTBUTEIIEHOCTH

2) demand — cripoc

3) elastic demand — 3nacTu4HBIN cIpoC

4) inelastic demand — HeaNaCTUYHBIH CHIpOC

5) unit elastic demand — eqMHWYHAS TACTHIHOCTH CTIpOca

6) clasticity — 3acTHYHOCTh

7) elasticity of demand — amacTu4HOCTB cIipoca

8) cross elasticity of demand — mepekpecTHast 31aCTUYHOCTH CIIpOca
9) income elasticity of demand — 3macTHYHOCTH cIIpoca 1Mo T0X0ay
10) price elasticity of demand — eHOBast 3IaCTUYHOCTH CIIpOCa
11) imply — nogpazymeBaTh

12) indicate — yka3pIBaTh

13) magnitude of response — BelMunHa peakiuu

14) matter of degree — Bompoc creneHu

15) occur — mpoucxoInuTh

16) percentage change — mpoOIEeHTHOE U3MEHEHNE

17) remain — ocTaBaThCs

18) variation — U3MCHEHHE

19) vice versa — Ha000pOT

20) with regard to — o oTHOIICHHIO K

II. Match English and Russian equivalents.

1) types of elasticity of demand a) BOIPOC CTETICHU

2) degree of responsiveness of demand ~ b) ToBap 00amaeT AMACTUYHBIM
CIIPOCOM

3) percentage change in price C) IIeHa 0CTAeTCs TPSIKHEH

4) to calculate price elasticity of demand d) nepekpecTHast 3:1aCTUIHOCTb
crpoca u3MepsieT

5) a matter of degree €) pa3nH4rs MLy POTyKTaMH

6) income elasticity of demand f) cTenenp YyBCTBUTENLHOCTH
copoca

7) a good has elastic demand €) BUJIBI JITACTUYHOCTHU CIIPOCa
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8) cross elasticity of demand measures

9) price remains the same

10) variation between products

h) paccuntaTe 1EHOBYIO 3Ija-
CTUYHOCTB CIIPOCa

1) IPOIIEHTHOE N3MEHEHHE TTCHBI

j) DIIACTUYIHOCTH CITpOCca IO
JOXOTY

II1. Complete the table with the correct form of the words.

Verb Noun Adjective / Participle
1. to occur
2. indicator
3. implying
4. variate
5. significance

IV. Find the synonyms of the following words (word combi-

nations).

1) elasticity of demand

2) degree of responsiveness

3) to occur
4) vice versa
5) to indicate
6) to imply
7) to remain

a) to assume

b) to stay

c) to specify

d) conversely

e) price sensitivity

f) to happen

g) level of sensitivity

V.Find the antonyms of the following words (word combi-

nations).

1) elastic demand

2) magnitude of response
3) significant

4) elasticity

VI. Read the text.

a) inelasticity

b) small

¢) minimal response
d) inelastic demand

To measure how much consumers respond to changes in quantity and
price, economists use the concept of elasticity. Elasticity of demand is the
degree of responsiveness of quantity demanded of a good to a change in its
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price, income and prices of related goods. There are several types of elastic-
ity of demand: price elasticity of demand, income elasticity of demand and
cross elasticity of demand.

Price elasticity of demand is the percentage change in the quantity de-
manded of a good divided by the percentage change in the price. Price elas-
ticity of demand is negative because the change in quantity demanded oc-
curs in the opposite direction to the change in price. When price falls, quan-
tity demanded increases and vice versa. There is a significant variation
between different products with regard to the magnitude of response of
demand to changes in price. The demand for some goods is more sensitive
to price changes than for others.

Elasticity is just a matter of degree. There is no product for which the
demand is completely inelastic, and there is no product for which the de-
mand is absolutely elastic. Demand for a good is elastic if the elasticity of
demand for the good is greater than 1. A small change in prices leads to
a large change in quantity demanded. For example, the demand for refrig-
erators and televisions is elastic because the prices of these goods lead to
a significant change in the quantity demanded.

Demand is inelastic if the elasticity of demand is less than 1. Changes
in prices have a quite small impact on the quantity demanded. For example,
the demand for wheat, salt and water is inelastic, since people need them
despite the price.

Unit elastic demand implies that the percentage change in quantity de-
manded is exactly the same as the percentage change in price. Expenses
and revenues reach a maximum at the point of unit elastic demand. The
elasticity of demand is equal to 1. The price change does not affect total
spending on the good.

Income elasticity of demand is a measure of responsiveness of the
quantity demanded of a good to changes in income. If the income elasticity
of demand is positive, it indicates that the good is a normal good, meaning
that as income increases, the quantity demanded of the good also increases.
If the income elasticity of demand is negative, this indicates that the good is
an inferior good, and as income increases, the quantity demanded of the
good decreases. The income elasticity of demand helps people understand
how changes in income impact consumer demand for various goods.

Cross elasticity of demand is the change in the demand for one good in
response to the change in price of the related good. Sometimes the demand
for two goods are so related to each other, that if the price of anyone of
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them changes, the demand for other good also changes while price remains
the same. Positive cross elasticity implies that the goods are substitutes, and
negative cross elasticity assumes that the goods are complements.

VII. Match the term on the left with the definition on the right.

1) elasticity a) the response of quantity demanded of a good
to change in its price
2) cross elasticity of b) represents the dividing line between elastic

demand and inelastic demand
3) income elasticity of c¢) if quantity demanded varies proportionally
demand more than the price, then the price elasticity is

more negative than —1

4) price elasticity of d) if quantity demanded varies proportionally

demand less than the price, then the elasticity lies be-
tween —1 and 0

5) unit elastic demand ) quantifies the relationship between changes
in income and changes in the quantity demand-
ed of a product

6) demand is elastic f) measures the sensitivity of quantity demand-
ed of one good to changes in the price of a re-
lated good

7) demand is inelastic ~ g) a measure of the responsiveness of one eco-
nomic variable to another

VIII. Find the words (phrases) in the text which mean:

1) the quantity of a commodity that people are willing to buy at a partic-
ular price at a certain time;

2) a principle of economics that captures the consumer's desire to buy the
product or service;

3) individuals or organizations using goods and services;

4) income earned from the sale of goods or services.

IX. a) Answer the following questions.

1. How do economists measure the responsiveness of consumers to
changes in quantity and price?
2. What are the three types of elasticity of demand?
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3. Why is the price elasticity of demand considered negative and what
does it indicate about the relationship between price and quantity
demanded?

4. Can demand for a specific product be completely inelastic or absolute-
ly elastic? Why or why not?

5. How does elastic demand differ from inelastic demand in terms of the
impact of price changes on quantity demanded? Provide examples.

6. What is unit elastic demand and what does it imply about the relation-
ship between price and quantity demanded?

7. How does unit elastic demand affect total spending on the good?

8. How does the income elasticity of demand help determine whether
a good is a normal good or an inferior one?

9. What does the cross elasticity of demand measure and how does it
relate to changes in price?

10. How can the cross elasticity of demand be used to determine whether
two goods are substitutes or complements?

b) Think of your own answer and say it:

1. What are the key factors influencing the elasticity of demand?
2. What other types of elasticity of demand do you know?

X. Are the following statements true or false?

1. The price elasticity of demand is the percentage change in quantity
demanded multiplied by the percentage change in price.

2. Price elasticity of demand is positive because the change in quantity
demanded occurs in the opposite direction to the change in price.

3. Demand is inelastic if quantity demanded varies proportionally less
than the price, then the elasticity lies between —1 and 0.

4. The demand for wheat, salt and water is highly elastic.

5. When price falls, quantity demanded decreases.

6. Income elasticity of demand indicates the responsiveness to change in
consumers’ income with the change in the demand for a certain good.

7. Cross elasticity of demand is the elasticity of the price of a good with
respect to the price of another good.
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XI. Complete the sentences with a word from the box.

close  consumption  declines demand  elasticity  fall
meat  pork  price  product  substitutes  switch

1. The ... of demand is influenced by the presence of close ... for a spe-
cific product.

2. If another ... can be substituted for your product, consumers will ... to
the other product if the ... of your product rises or the price of the other
product ... .

3. Beef, ... and poultry are all classified as ... products.

4. The ... in poultry meat prices has led to an increase in poultry meat
..., at the expense of beef and pork.

5. The ... for products with ... substitutes is usually elastic.

XII. Underline the correct word.

1. The demand elasticity for many agricultural products is very low /
high, harvest failures produce large increases / decreases in the price
of food.

2. Record crops induce very large falls / rises in food prices. When de-
mand is very inelastic / elastic, shifts in the supply curve lead to large
fluctuations in price.

3. Although the price cut raises / reduces the quantity demanded, the rise /
fall in quantity is insufficient to compensate for the lower price.

4. The higher / lower quantity demanded exactly compensates for the
lower / higher price.

5. A 1 % price cut leads to an increase / decrease in quantity by more
than 1 %.

6. A 15% price cut induces a 15 % rise / fall in the quantity demanded.

XIII. Put the words in the right word order to make sentences.

1. Elasticity / is / variation / demand / the concept / of / demand / of / an /
important / on.

2. Demand / as / classified / elastic, / be / can / inelastic / unit / elastic / or.
3. An example / with / products / of / an / elastic / is / demand / durables /
consumer.

43



4. Durable / goods / purchased / are / infrequently, / items / or / that / for /
example, / a washing machine / an automobile.
5. Close / substitutes / the elasticity / a product / for / affect / demand / of.

XIV. Find synonyms in the box for the underlined words in
the text.

a price fall of 5% change in price change in quantity
demand elasticity falls mean minus sign reduces
rise rises  since  speak of

When economists refer to demand elasticity, they suppose the price
elasticity of demand. For example, a 2 % price increase decreases de-
mand for products by 3 %.

Hence, the demand elasticity is the quantity change (-3 %) divided
by the price change (+2 %) and is given by —1.5. The negative symbol
indicates that quantity decreases when price increases. If a 5 % price
decrease rises the quantity demanded by 3 %, the price elasticity of
demand is —0.6 as the quantity change (+3 %) is divided by the price
change (—5 %). The demand elasticities are negative numbers as de-
mand curves slope down.

XV.Make a list of key words and word combinations from
the text.

XVI. Summarize the information in this text in less than 8
sentences.

XVII. Translate the sentences from English into Russian.

1. Price elasticity of demand is the percentage change in the quantity
demanded of a good divided by the percentage change in the price.

2. If quantity demanded rises 1 % when the price falls 1 %, total spend-
ing is unchanged.

3. When the price falls from 10 rubles per unit to 8 rubles per unit, the
quantity sold rises from 30 units to 50 units.
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4. Inelastic demand corresponds to an increase in revenue, elastic de-
mand corresponds to a decrease in revenue, and at unit elastic demand
revenue is stationary.

5. A unit elastic demand means that, according to the results of calcula-
tions, the price elasticity of demand is equal to 1.

6. If the income elasticity of demand is positive, it indicates that the good
is a normal good while if the income elasticity of demand is negative,
this indicates that the good is an inferior good.

7. Positive cross elasticity implies that the goods are substitutes, and
negative cross elasticity assumes that the goods are complements.
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UNIT 6
MARKET STRUCTURES

I. Word List:

1) advertising — peknama

2) at own discretion — 1o CBOeMy YCMOTPEHHIO
3) barriers to entry — Gaprepsl A5 BX0oAa

4) compared to — 10 CPaBHEHUIO C

5) copyright — aBTOpcKoe mpaBo

6) deliberate — nenenanpaBIeHHBIN

7) differentiate — nudpdepenmporars

8) homogeneous — 0THOPOTHBIN

9) in terms of — ¢ TOUKH 3peHUsI, B TUIAHE

10) indivisibility — HemenumocThb

11) industry — oTpacnb

12) insignificant — He3HAYNTEHHBIH

13) market structure — peiHOUHAsI CTPYKTYpa
14) monopolistic competition — MOHOTIOTHCTHYECKAS KOHKYPEHIIHSI
15) monopoly — MoHOTIONHUS

16) obstacle — mpemnsiTcTBHE

17) oligopoly — onmuronosus

18) output — 00beM MPON3BOICTBA

19) patent — mateHT

20) prevail — npeo0iiagarh

21) pure competition — YnucTasi KOHKYpEHIIHS
22) restriction — orpaHHYeHHE

23) sole seller — eqmHCTBEHHBIH TIPOIaBEIT
24) startup costs — 3aTpaThl Ha 3aITyCK

25) takeover attempt — IOIIBITKA ITOTJIOIIECHHUS
26) tension — HANPSHKEHHOCTh

27) uniform price — eauHas 1ieHa

I1. Match English and Russian equivalents.

1) various market structures a) HECTH pacXoJibl Ha peKamy
2) product differentiation b) npoaymMaHHas MOJIUTHKA
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3) insignificant output

4) pure competition prevails

5) prices at own discretion

6) target of a takeover attempt

7) in terms of quality and functionality

8) sole seller of a product
9) barriers to entry the market

10) restrictions and startup costs
11) deliberate policy

C) OTpaHWYCHUS W 3aTpaThl Ha

3aIycK

d) Gappepsl IS BBIXOIA Ha
PBHIHOK

€) eJIMHCTBEHHBIN MPOJIABEIl TPO-
JyKTa

f) pa3nuyuHBIe PHIHOYHBIE CTPYK-
TYpBI

£) He3HAUUTeNbHBIA 00BbeM Mpo-
M3BOJICTBA

h) nuddepennmanus npoayKIun

1) mpeobnamaeT 4nucTas KOHKY-
peHIms

j) LIEHBI TIO CBOEMY YCMOTPEHHIO

k) 1iess mONBITKY MOTJIONICHHS

) ¢ Toukn 3peHHs KadecTBa
1 GYHKIIHOHATEHOCTH

II1. Complete the table with the correct form of the words.

Verb Noun Adjective / Participle
1) advertising
2) differentiate
3) prevailing
4) restriction
5) tension
6) classified
7) various
8) mobility
9) monopolize

IV.Find the synonyms of the following words (word combi-

nations).

1) in terms of
2) barrier

3) homogeneous
4) compared to

a) intentional

b) inseparability
¢) seizure

d) judgment
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5) restriction e) single

6) uniform f) limitation

7) discretion g) in comparison with
8) takeover h) standardized

9) indivisibility 1) obstacle

10) deliberate j) regarding

V.Find the antonyms of the following words (word combi-
nations).

1) to enter a) revenue

2) advertising b) production input
3) differentiation ¢) concealing

4) copyright d) uniformity

5) pure competition ) public domain

6) startup costs ) minor similarities
7) significant differences g) monopoly

8) production input h) to exit

VI. Read the text.

Economists have classified various market structures into pure com-
petition, monopoly, monopolistic competition and oligopoly.

Monopoly, monopolistic competition and oligopoly are categorized
as imperfect competition and they differ with respect to the degrees of
imperfection in competition in the market.

Pure competition

Pure competition means that each firm or household assumes its ac-
tions have no power to influence the market price. The maximum output
which an individual firm can produce is very small compared to the total
demand or the industry product so that a firm cannot affect the price by
changing the supply of its products. Pure competition prevails when the
demand for each manufacturer’s products is absolutely elastic. The num-
ber of sellers is large, so the output of any seller is insignificant. Buyers
compete with sellers in terms of their choice, so the market is perfect.

Key characteristics of pure competition include:
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1. Large number of buyers and sellers. There is a large number of
buyers and sellers in the market who compete among themselves and no
buyer or seller is able to influence the demand and supply in the market.

2. Homogeneous products. The products offered by sellers are very
similar in terms of quality, features, and functionality and buyers do not
see significant differences between the products of different sellers.

3. Easy market entry and exit. New firms can easily enter or exit the
market without facing significant barriers.

4. Perfect knowledge of buyers and sellers. Both buyers and sellers
have access to complete information about prices, market conditions, and
product characteristics.

5. Mobility of resources. Resources, such as labor and capital, can
move freely between different firms and industries.

6. The goods are sold at a uniform price. Individual firms take the
market price. Buyers and sellers have no power to influence the
market price.

Monopoly

Monopoly is a firm that is the sole seller of a product without any
close substitutes. The fundamental cause of monopoly is the presence of
obstacles that prevent other firms from entering the market and engaging
in competition. These barriers to entry have three main sources:

Monopoly resources: a key resource is owned by a single firm.

Government regulation: the existence of an exclusive right to
production.

Production process: a single firm can produce goods at a reduced ex-
pense compared to a larger number of firms.

Key characteristics of monopoly include:

1. Sole seller of the product. A single firm is supplying a product
which constitutes the industry and there is no distinction between the
firm and the industry in a monopolistic market.

2. Significant barriers to entry the market. There are some barriers to
entry such as legal restrictions, high startup costs, exclusive access to
resources, patents etc.

3. Lack of close substitutes. The monopolist’s product has no close
substitutes. The cross elasticity of demand for the monopolist’s product
is zero or very small and the price elasticity of demand is less than one.

4. Immobility of factors of production. Immobility means that new
market participants cannot replace existing suppliers. Many firms would
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face technical difficulties in providing services such as electricity and
water supply. Inventions and development of new ideas are through pa-
tents and copyrights. Control over the supply source is carried out by
one firm.

5. Ignorance of competitors. A monopoly may exist due to ignorance
of potential competitors. They may not be aware of the excess profits
generated by existing firms and may not be able to acquire the know how
involved in the technical processes of the monopolist’s firm.

6. Indivisibilities. The original firm can gradually increase its size,
but it is difficult for new firms to raise the capital required to produce
cost-competitive products. In some cases, the scale of the enterprise de-
pends heavily on the market, and a new company has no opportunities
for development (e. g. electricity generation).

7. Deliberate policy of avoiding competitors. There can be a deliber-
ate action to exclude competitors. Firms may combine, or a competitor
may become a target of a takeover attempt.

8. Market power and price control. The monopolistic firm has signifi-
cant market power, which means it has the ability to influence or control
the market conditions and to set prices at their discretion.

Monopolistic competition

Monopolistic competition is a market structure in which many firms
sell products that are similar but not identical. In a monopolistically
competitive market, each firm has a monopoly on the product it produc-
es, but many other firms produce similar products competing for the
same consumers. Hence, monopolistically competitive industries are
monopolistic in some ways and competitive in others.

Monopolistic competition describes a market with the following
characteristics:

1. Many sellers. A lot of firms operate in the market and compete
for the same customers. No single firm has significant control over
the market.

2. Product differentiation. Each firm produces a product that is differ-
ent from the product of other firms. Firms differentiate them through
branding, packaging, quality, location, and advertising. This differentia-
tion creates an idea of product diversity and allows firms to compete on
the basis of non-price factors.

3. Free market entry and exit. Firms can enter or exit the market without
restriction.
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4. Independent decision-making. Each firm is free to set its own price
and output level.

5. Limited market power. Due to product differentiation, firms have
a certain degree of control over their prices, but they are still subject to com-
petition from other firms.

6. Imperfect information. Consumers may have imperfect information
about the different products available in the market. It can impact their deci-
sion-making and provide opportunities for firms to influence consumer per-
ceptions through advertising and marketing strategies.

Oligopoly

Oligopoly is a market structure in which only a few sellers offer simi-
lar or identical products. As an oligopolistic market has only a small
group of sellers, a key feature of oligopoly is the tension between coop-
eration and personal interests.

Key characteristics of oligopoly market include:

1. Few large firms. A small number of large firms dominate oligopolis-
tic markets.

2. Interdependence. Any change in price and output or any other deci-
sions made by one firm will have a direct impact on the other firms. An
oligopolist firm should consider the likely reactions of its competitors
when making pricing, production or marketing decisions.

3. Barriers to entry. High capital requirements, economies of scale, le-
gal restrictions, strong brand loyalty, etc. are barriers to entry the market.

4. Non-price competition. Oligopolies have to bear significant costs for
advertising, differentiation, innovation, customer service and other sales
promotion measures. Oligopolies avoid price cuts and try to compete on
a non-price basis.

5. Cooperative behaviour. Each oligopolist watches closely the busi-
ness behaviour of others in the industry and develops his strategy based on
certain assumptions.

VII. Match the term on the left with the definition on the right.

1) monopoly a) a market structure with a small number of
firms, none of which can keep the others from
having significant influence

2) monopolistic b) a market structure based on the assumption that

competition a large number of firms produce identical goods
consumed by a large number of buyers
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3) oligopoly c) a market structure where many companies
are present in an industry, and they produce
similar but differentiated products

4) pure competition d) a market structure characterized by a single
seller, selling a unique product in the market

VIII. Find the words (phrases) in the text which mean:

l)a form of national economic organization, somewhere between
a command economy and a market economy;

2) economic decisions (e. g. resource allocation, production targets) are
determined by a central authority;

3) a wide range of choices in commodities and services;

4) a situation in which money or opportunities are not shared equally
between different groups in society;

5) a situation in which something such as an economy, company, or sys-
tem can continue in a regular and successful way without unexpected
changes.

IX. Answer the following questions.

1. What are the key characteristics of pure competition?

2. How does pure competition differ from other market structures?

3. What factors contribute to the prevalence of pure competition, and
how does it impact the pricing and behavior of buyers and sellers?

4. What are the key characteristics of a monopoly and how does it differ
from other market structures?

5. What are the main sources of barriers to entry in a monopoly market?
6. How does a monopoly exert market power and control over prices,
and what factors contribute to its ability to do so?

7. How does monopolistic competition differ from other market
structures?

8. What role does product diversity play in monopolistic competition,
and how does it impact competition among firms?

9. How does imperfect information affect consumer behavior and pro-
vide opportunities for firms in a monopolistically competitive market?
10. How does the interdependence among firms in an oligopoly market
influence their decision-making process?
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11. What are the main barriers to entry in an oligopoly market, and how
do they contribute to the dominance of a few large firms?

12. How does non-price competition play a significant role in oligopolis-
tic markets?

X. Are the following statements true or false?

1. A competitive market has two characteristics: a) there are a lot of buy-
ers and sellers in the market; b) the goods offered by the various sellers
are mostly the same.

2. A competitive firm is a price taker; a monopoly firm is a price maker.
3. Monopolies do not charge high prices for their products.

4. The simplest way for a monopoly to arise is for a single firm to own
a key resource.

5. In a monopolistically competitive market, each firm has a monopoly
over its product, but many other firms make similar products that com-
pete for the same customers.

6. Monopolistic competition describes a market with a few sellers, product
differentiation and free entry and exit.

7. Oligopolist does not watch the business behaviour of competitors and
does not design his strategy.

8. The oligopoly firms realizing their interdependence will pursue their
common interest and will form a collusion.

XI. Complete the sentences with a word from the box.

affect characteristics cost  decision  higher markets
maximize  more  price  produce  strategic gaming

1. The monopolist’s quantity will be lower and its price ... than the
competitive quantity and price.

2. This imposes a ... on society because fewer consumers buy the prod-
uct, and those who do pay ... for it.

3. Pure monopoly is rare, but in many ... only a few firms compete with
each other.

4. The interactions of firms in such markets can be complicated and of-
ten involve aspects of ... ... .
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5. The firms may be able to ... price and may find it profitable to charge
a ... higher than marginal cost.

6. These firms have monopoly power. To ... profit, the monopolist
should determine its costs and the ... of market demand.

7. Knowledge of demand and cost is crucial for a firm’s economic ...
making.

8. With this knowledge, the monopolist must decide how much to ...
and sell.

XII. Underline the correct word.

1. When a pharmaceutical company discovers / sells a new drug, it
can apply to the government for a patent.

2. If there is only one firm, the market is a monopoly / oligopoly. 1f there
are a few firms, the market is an oligopoly / monopolistic competition.

3.If many firms sell identical products, the market is perfectly com-
petitive / monopolistically competitive. But if a lot of firms sell differenti-
ated products, the market is monopolistically competitive / perfectly
competitive.

4. Advertising tries to convince / dissuade consumers that products
differ from each other more / less than they actually are.

5. The firm with the brand name spends / earns more on advertising
and charges a higher / lower price for its product.

XIII. Put the words in the right word order to make sentences.

1. The copyright / a monopolist / novel / of / makes / in the sale / the
novelist / her.

2. An example / is / the distribution / of / a natural monopoly / of / water.
3. In / market, / exceeds / a monopoly / price / cost / the marginal.

4. Firms / differentiated / highly / goods / sell / consumer / that / spend /
around / of / their / advertising / on / 15 percent / revenue.

5. Firms / salt / homogeneous / that / products, / sell / such as / spend /
sugar, / advertising / nothing / on / and.

XIV.Make a list of key words and word combinations from
the text.
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XV. Summarize the text in less than 8 sentences.
XVI. Translate the sentences from English into Russian.

1. The problem in a monopolized market arises because the firm produc-
es and sells a quantity of output below the level that maximizes total
surplus.

2. The maximum output which an individual firm can produce is very
small compared to the total demand or the industry product so that a firm
cannot affect the price by changing the supply of its products.

3. The products offered by sellers are very similar in terms of quality,
features, and functionality and buyers do not see significant differences
between the products of different sellers.

4. The fundamental cause of monopoly is the presence of obstacles
that prevent other firms from entering the market and engaging in
competition.

5. The original firm can gradually increase its size, but it is difficult for
new firms to raise the capital required to produce cost-competitive
products.

6. In a monopolistically competitive market, each firm has a monopoly
on the product it produces, but many other firms produce similar prod-
ucts competing for the same consumers.

7. Economists measure a market’s domination of a small number
of firms with a statistical indicator called the concentration ratio, which
is the percentage of total output in the market supplied by a few
largest firms.
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