A.B. BAosuuen

es

H.I1. Haymenxo %
==
[
7
oo

ITEPEBOA
HKOHOMMYECKMNX
TEKCTOB
R Mg
o® 5"
e /

A 53%‘: .
L - 2
! = -

\'/ ®JIMHTA

@] Mmucy



A.B. BIOBHYEB, H.Il. HAYMEHKO

HEPEBOJA O9KOHOMUMNYECKHUX
TEKCTOB

VYyeOHOE 1Toco0ue

Mocksa
W3narensctBo « DIIMHTA»
WznarensctBo «Hayka»
2012



VIIK 811.111°25(075.8)
BBK 81.2Anm-7-923

B25

B25

BaoBuuen A.B.
IlepeBox PKOHOMHUYECKHX TEKCTOB: yued. mocobue / A.B. Baosu-
yeB, H.I1. Haymenko. — M. : ®JIMHTA : Hayka, 2012. — 228 c.

ISBN 978-5-9765-1338-9 (DJIMHTA)
ISBN 978-5-02-037807-0 (Hayxa)

Ienpro HAcTOAIIETO W3AHUS SBISCTCS (OPMUPOBAHHME 3HAHUM,
YMCHUHN U HaBBIKOB, HCOOXOMUMBIX U BBITIOJTHEHUS IIEPCBOAA TEKCTOB
O(HIINATEHO-TICIIOBOM M SKOHOMUYECKOW TEMAaTHKH C aHTIIMHCKOTO sI3bIKa
Ha PYCCKHM M C PYCCKOTO SI3bIKa Ha aHIJIMHCKUN yepe3 YCBOCHHE TepMU-
HOJIOTHHU ¥ KaHPOBBIX 0COOCHHOCTEH JICIIOBOTO TUCKYpPCa.

JIJIs CTYZIEHTOB, CIIEMUAN3UPYIOMUXCSA B cepe opuImamipHo-aerno-
BOT'0 MEPEBOJIA, TAKKE MOXKET UCIOIb30BATHCS KaK OCHOBHOE WJIU JI0MOJI-
HUTEIBHOE MMOCOOHE 110 aHTIIUHCKOMY SI3BIKY JUISl CTYICHTOB SKOHOMHYC-
CKUX CIICIIUaJIbHOCTCH.

VK 811.111°25(075.8)
BBK 81.2Anrn-7-923

ISBN 978-5-9765-1338-9 (DJIMHTA) © BpnosuueB A.B., Haymenko H.IL.,
ISBN 978-5-02-037807-0 (Hayxka) 2012

© MWzparensctBo «DJIMHTAY, 2012



CONTENTS

TIPEJJUCTIOBUE ......oeiiiiiiiiiiiiiiiiiiiiiiiiieieeeeeeeeenee e 4
Unit L. Economics and Its Concepts .........ccooeererienieienieienieeeeeeee e, 6
Unit II . Business and Its Forms of Organization ..............ccccoeevevveeveennnn. 26
Unit III. Banks and Banking System .........cccccccecvvinininincncnencnenene. 46
Unit I'V. Accounting and Reporting ..........ccccceoeeveiieneiienenieneneee 80
Unit V. Capital and Finance ...........coccoevvevveeieviiniieniieiene e 111
Unit VI. Management. Marketing ..........ccccoeeveeveveniniinicninicncnencniennens 142
Unit VII. Economic Globalization ............ccccceveiieiiiiiiiiiiiiieeene 162

Appendix 1. INCOLEIMS .....c.eoveiiieiieiieieeiieie ettt eae e eee e esesseeseeseeseens 186

Appendix 2. Major Job Titles in BUSINESS .......cccoovveririenieieiieiecieeeeee 190

Appendix 3. World’s Major CUITENCIES .......cccvevvieierreeierieeieieeieeieenreeeeseeens 193

Appendix 4. Major Abbreviations and Acronyms in Economics
and FINANCe .....cccccooiiiiiiiiiic e 206

LItEIAtULIE ...t e e e e e e eaaaes 226



HNPEAUCTIOBUE

VY4eOHoe MOocoOHe COCTOUT M3 CEMH Pa3esioB U YETHIPEX TpPH-
JIO)KEHUM, a KaxIbl pa3men — w3 AByX vacteil. llepas uwacthb
npeaHasHaueHa Uit (OPMHPOBAHUS HABBIKOB M YMEHHH IepeBoja
o(pHIHMaTBHO-AENOBBIX TEKCTOB C aHIJIMKUCKOTO sI3bIKa Ha PYCCKHUH, a
BTOpasi — C PYCCKOTO Ha aHIIMKWCKWW. TeMaTH4ecKu IeI0BOM KOH-
TEKCT CEMH Pa3/IeNIOB NPEACTABIEH CIECAYIOUMMI OCHOBHBIMU MTPEI-
METHBIMH OOJIaCTSIMHU: SKOHOMHKA KaK Hay4Has TUCIMIUIMHA, KOM-
MepuecKas IeATeIbHOCTh U IopuandecKkre (OpMbI €€ OpraHu3alui,
(¢uHAHCH ¥ (PUHAHCOBBIC PHIHKH, OAHKM M 0AHKOBCKOE JIEJI0, OyXTraJ-
TEPCKUN yYeT, MCHEPKMEHT M MapKETUHT, JKOHOMHUYECKAs TII00aH-
3anusl.

B xaxxaom pasnene narTcs TEPMUHOJIOTUYECKHE CIIUCKH U TPU
TEKCTa MO KaKJIO0W M3 yKa3aHHBIX TeM JJISl U3yUeHUS] KOHTEKCTa C
LeJIbI0 TOCIIEAYIOIIEro nepeBoAa. TekcTaMm NpealecTBYIOT 3aja-
HHS HA MPEANEPEBOTUECKUI aHAIN3 UX CTPYKTYPHOU, TEKCUYECKON
u (paszeonornyeckoil cuctemM. AKTyaau3alus TEPMHUHOJIOTHU OCY-
HIECTBIISIETCS Ha 0a3e IMOACTAaHOBOYHBIX M TpaHC(HOPMAIIMOHHBIX
yIpaXHEHUM.

Haswbiku pedepaTnBHOTO IepeBo/a, epeBoja ¢ JUcTa U, B KOHEU-
HOM MTOTE, TIOJHOTO MUCBMEHHOTO MepeBoaa (GOPMHUPYIOTCS TaKXKe
Ha 0a3e MoMCKa pa3InYHbIX TUIOB MH(OpMAaINy, aHAIN3a TIePEeBOI-
YECKUX COOTBETCTBHUH U TpaHC(HOPMAITMOHHBIX MPOLETYP, UCTIONIb3Y-
€MBIX ITePEBOTYMKOM IS PEOOPA30BAHUS NCXOAHOTO TEKCTA B TEKCT
HepeBoia ¢ y4eTOM TpeOOoBaHUH a/IeKBaTHOCTH IIEPEBOAA.

TekcTsl U1 IepeBo/ia, OTOOpAaHHbBIE U3 BEAYIINX aHIVIOS3BIYHBIX
U PYCCKOSI3BIYHBIX M3/1aHUM B 001acTu (prHaHCOB, OAHKOBCKOM U XO-
3IMCTBEHHOM JeSITeIbHOCTH, MAPKETHHTa U MEHEKMEHTA, SBIISSCH
JIOTUYECKUM TPOJOIKEHUEM JIEKIIMOHHOTO U CEMHUHAPCKOTO KYpPCOB
OCHOB PKOHOMHUYECKHX 3HAHHIA, 00€CTIeUnBaIOT (POHOBBIC 3HAHUS OY-
JOYUIUX TIEPEBOTYMKOB, CIICIIHATU3UPYIOIIUXCS B ICJIOBO KOMMYHH-
Kall¥, CTUMYJIMPYIOT pa3BUTHE y CTYJACHTOB YMEHHS ITOJIb30BATHCS
CTEeUAIN3UPOBAHHBIMH CIIOBAPSIMH U CIIPABOYHUKAMH.

4



Bce TekcThI pa3Hol CTETeHU CI0KHOCTH U MOT'YT UCTIOJIb30BaTh-
Csl KaK JUTsl ayTATOPHON paboThI IO/ PyKOBOJCTBOM IPEIOaBaTEs,
TaK U JJISI CaMOCTOSITEIbHOM.

[IpunoxxeHus BKIIOUAIOT IEPEYHU MUPOBBIX BATIOT, TAMOXKEHHBIX
TEPMUHOB U COKpAIICHUH, OOIIETPUHSITHIX B KOMMEPUECKOH JIesTeIh-
HOCTH.



Unit 1

ECONOMICS AND ITS CONCEPTS

Part I. Translation from English into Russian

1. Give Russian equivalents of the following terms.

NN R LD =

aggregate demand
aggregate supply
allocate
alternative use
bias

capital

consumer
consumer goods
consumption

. demand

. economic security

. economics

. economy

. entrepreneurship

. factors of production
. free goods

. GDP

. gross exports

. gross imports

. goods

. government spending
. household

. human needs

. inflation

. intangible goods

26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.
42.
43.
44.
45.
46.
47.
48.
49.
50.

labor

land
macroeconomics
means of production
merge
mesoeconomics
microeconomics
national economy
natural resources
normative economics
opportunity cost

per capita

positive economics
production

scarcity

standard of living
supermacroeconomics
supply

tangible goods

to bear losses

to curtail

to reap profits

total production
unemployment

want (n.)



2. Read texts 1-4.

3. Study the following, paying attention to the terms and their con-
textual use:

a) what economics is;

b) what positive economics means;

¢) what normative economics means;

d) how to define main concepts and components of economics as
a science.

4. Pick out the idiomatic expressions and give their Russian equiva-
lents.

5. Pick out the abbreviations from the texts below and give their Rus-
sian equivalents.

Text 1
Economics as an Academic Discipline

Any science starts with a definition. We must take the definition
apart before it can be put together in a meaningful way. The definition
will be developed into a clear description of the science of economics.
Every time you come to a new text or exercise in this Part of Unit I,
look back to the definition to see where and why the new material fits
into the definition.

Economics is a social science that studies how society chooses to
allocate its scarce resources, which have alternative uses, to provide
goods and services for present and future consumption.

The definition starts “Economics is” and that is what is being de-
fined. So the remaining words need to be understood to make sense of
the notion “economics”. Let us start with goods and services.

Goods and Services

What exactly are goods and services? Goods are anything that sa-
tisfies a want. That is the purpose of production — to provide goods



that satisfy wants. So goods are produced, and the consumption of
those goods satisfies wants. Goods can be tangible or intangible.
Tangible goods are physical items, such as bulldozers or pizzas.
Intangible goods, such as medical care or education are called
services. Both goods and services satisfy wants and therefore can
be called goods.

Resources

The satisfaction of wants can only be accomplished by using up
resources, the inputs, the so-called factors of production or means of
production. These resources can be classified as land, labor, capital,
and entrepreneurship.

Land is land itself and anything that grows on it or can be taken
from it are the “natural resources”. Imagine producing anything from
a pizza to a medical doctor without the use of land somewhere along
the productive process. Labor, another resource, is a human effort,
both physical and mental.

The resource capital is also known as capital goods. An econo-
mist's use of capital is not a reference to money but to a resource.
Capital is a man-made tool of production; it is goods that have been
produced for use in the production of other goods. Goods are produ-
ced for one of two purposes. Goods may be consumer goods used for
the satisfaction of wants, which is the ultimate purpose of production.
Or goods may be capital goods produced not for consumption but for
use in producing more goods, either consumer or capital. So capital
goods, such as a mechanic's wrench or a school building, are resources
that have been produced and that will combine with other resources,
such as /land and labor, to produce more output.

Some goods may be consumer goods in one use and capital goods
in another use. For example, consider a personal computer. When the
computer is used to play solitaire, it is consumer goods. On the other
hand, when it is used as a word processor to write a textbook, it is
capital goods. To tell whether goods are consumer goods or capital
goods, ask yourself a question: are the goods going to be consumed
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directly or will they be used to produce more goods? If they are to be
consumed directly and purchased by consumers, they are consumer
goods; if they are to be used to produce other goods and purchased by
business, they are a capital goods.

Entrepreneurship is again human effort. Entrepreneurs are the risk
takers. They are more than managers, although they use managerial
ability. Entrepreneurs reap the profits or bear the losses of their un-
dertakings. Entrepreneurship is the organizational force that combi-
nes the other factors of production — land, labor, and capital — and
transforms them into the desired output. The output may be capital
or consumer goods, but ultimately consumer goods are produced to
satisfy wants.

Scarcity

Resources are scarce. Scarcity is a relationship between how much
there is of something and how much of it is wanted. Resources are
scarce compared to all of the uses we have for them. If we want to
use more than there is of an item, it is scarce. Note that this meaning
is different from the usual meaning of scarce, which is “rarely found
in nature.” How are they different? Consider this example. Is water
scarce? How could anyone argue that water is scarce in the usual
sense? Water covers nearly two-thirds of the earth's surface. Yet an
economist would say that water is scarce. Why? The reason is that
there are so many competing uses for water that more water is wanted
than is available. If you find this hard to believe, ask farmers and ran-
chers in the West, where water rights are jealously guarded. As soon
as someone is willing to pay for a goods, or a resources, it is scarce by
the economist's definition.

Consider scarcity from another point of view. What if scarcity
did not exist? Then all goods would be free goods. Free goods would
mean that you could have all you want of everything without having
to give up something else you also want. Can you think of goods that
are not scarce? There may be some. Take air, for example. Isn't it free?
What do you have to give up to get air? In some locations, it probably
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is free. But in other locations it is not, especially if air means clean
air. You could make a fortune if you could find a way to provide clean
air on a smoggy day in Los Angeles. People pay to avoid smog: they
don't go out when the smog is bad, they car pool and so on. So even
air may not be free. In fact, it is hard to think of goods or resources
that are free.

The production of goods to satisfy a want will reduce the amount
of available resources. Resources are limited. There is only so much
land, labor, capital, and entrepreneurship in existence at any point
of time. Resources are therefore scarce because there is not enough
of them to go around to produce all the things that we would like to
produce to satisfy all our wants. Hence goods are scarce, too. Scarce
resources yield scarce goods.

On the one hand, resources are limited, but on the other hand, hu-
man wants are unlimited. Wants are unlimited or nearly so. How can
that be? Everyone has wants, and if the truth were known, each in-
dividual has nearly unlimited wants. Examine my wish list. It certain-
ly includes more goods and services than I have right now. I would
like to live in some exciting places. Paris would be acceptable, but
not all the time. I would also like a home in Hawaii or on Monterey
peninsula. And of course a place in the Alps for skiing. And because
these places are far away from each other, and I do not want to depend
on commercial airlines, a private jet would be nice. And probably a
Rolls-Royce or a Mercedes for the family and a Ferrari or Porsche for
me. Also, I would not want to spend all my time cleaning house or
cooking, so each home would need a complete staff. The list is fairly
long already, and I haven't gotten to my special passion — hats! You
can easily see that if each member of society made up a wish list, the
wants of all people added up would be enormous. Nearly unlimited.
The point is that wants exceed what can be produced from our limited
resources.

Unlimited wants alone are not a problem, but certainly a problem
exists when unlimited wants are combined with limited means of
satisfying those wants. The production of any goods on our wish list
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uses up resources. Then scarcity comes in. We can never satisfy all
of society's unlimited wants with limited resources and consequently
limited goods.

Unlimited wants reflect the human nature. The limitation of re-
sources is imposed upon us by nature. Therefore, unlimited wants
competing for limited resources create the basic economic problem of
scarcity. This is a difficulty that cannot be overcome by cleverness or
good fortune. Scarcity, the interaction of unlimited wants with limited
resources, has been called an economic problem.

In fact, you are starting the study of economics, which would not
exist except for scarcity. If that makes you think that scarcity might
be the cause of many of your problems, you are right. Scarcity is an
economic problem. Therefore, choices must be made.

Choices

We must choose how to use our scarce resources. Scarcity forces
choice. And economics, which deals with scarcity, is often called the
study of choosing. We cannot have all we want of everything we want.
Scarcity. Scarcity is imposed by limited factors of production yielding
limited output of goods relative to unlimited wants. Choices must be
made.

Now you see that since we do not have enough capital goods to
assist in the production of all those consumer goods to satisfy our un-
limited wants, capital is a scarce resource. And we must choose how
to use capital. For similar reasons, we must choose how to use land,
labor, and entrepreneurship. The fact that choices must be made in
turn reflects the fact that scarcity does exist.

Alternative Uses

So far we see that society is faced with the problem of not having
enough resources to provide for all wants. And thus choices must be
made about how those resources will be used or allocated. Allocate
means distribute. Society must make choices among the alternatives.
Society must decide which goods will be produced, how to allocate
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resources to produce goods, and how to allocate the goods among
the population. The method used to decide how these allocations will
be made depends on the kind of economic system the society has
chosen.

Since resources have alternative uses and are scarce, it is neces-
sary to choose among the alternatives. Land, labor, capital, and en-
trepreneurship may be used in one combination to produce pianos and
in another to produce computers or psychiatric care. Yet we cannot
have all the pianos, computers, and psychiatric care as well as all of
everything else we might want. There are many alternative ways to
use the resources, and choices must be made.

It makes no difference whether the problem is how the govern-
ment will use its resources or how individuals or business use theirs.
In every case, resources are scarce, and choices must be made. So
the government chooses to use resources for medical research or
expeditions to the Antarctic. Individuals choose how to spend their
time and income. Entrepreneurs decide how to use land, labor, and
capital. In each case, there are many alternative ways in which those
choices could be made.

Sometimes, at first glance, there appears to be no alternative. But
there are always alternatives. For example, what if there is a shortage
of teachers of science and mathematics? Some might conclude that
the only alternative is to train more teachers. There may be no other
choice as attractive as that, but there are alternatives. We could require
less maths and science in our schools. We could employ teachers
trained in other countries or in political science e.g. schools could be
closed. Students could teach other students. Classes could be larger,
or teachers could be drafted out of retirement. There are alternative
ways how this problem of “scarce teachers” could be solved. We must
choose among alternatives.

Scarcity imposes a limitation on the amount of output that so-
ciety can produce. Because there are always alternative uses of the
resources and because scarcity exists, society cannot produce all that
it wants. It must therefore choose among the alternatives. Hence the

12



cost is imposed on society; economists call this cost opportunity cost.
What is opportunity cost?

Opportunity Cost

Opportunity cost is a concept you did not see in the definition of
economics. But not seeing it doesn't mean that it isn't there. There is
yet more to say about the definition, but this is the logical place to
introduce a related concept.

Opportunity costs are everywhere, due to scarcity and the necessi-
ty of choosing. Opportunity cost is not what you choose when you
make a choice — it is what you did not choose in making a choice.
Opportunity cost is the value of the forgone alternative — what you
gave up when you got something.

Your brain is wrestling with the idea of opportunity cost now.
You have temporarily given up the opportunity to think of food. But
what about your stomach? If it is full, it has temporarily given up
the opportunity to be empty. Or vice versa. You open your mouth
to protest against the existence of opportunity cost. You could have
laughed or yawned or sung the Star Spangled Banner at full volume
instead. All are opportunity costs. You buy a blue shirt rather than a
green or 1,700 pieces of bubble gum, or leave dollars in your checking
account. Opportunity cost. Your state uses its limited budget to build
more roads rather than schools. Opportunity cost. Your government
chooses more defense spending and sacrifices human services. You
guessed it.

Look back at the scarcity discussion. It was concluded there that
the concept of free goods is not a realistic concept. Economists are
fond of saying that there is no such thing as a free lunch. Even if
your friend buys your lunch, you give up something — namely, time.
That time could have been used for some other purpose, so there is
an opportunity cost associated with he lunch, no matter who buys it.
From the point of view of society, resources are used up to provide
the lunch. These resources are limited. Resources applied to this
production cannot be applied to that production. Consequently, the

13



production of goods to satisfy a want imposes an opportunity cost. So
opportunity cost is why goods are not free, but scarce.

Well, we got a little carried away and introduced an unannoun-
ced concept — opportunity cost. But you can see how it happened.
Scarcity results in choice; choice results in opportunity cost. For your
dedication in this chapter so far, take the concept of opportunity cost
as a free bonus. Or was it free?

Present and Future Consumption

Choice also imposes opportunity cost over time. The use of re-
sources now means that those resources will not be available for future
use. A decision must be made, an opportunity cost encountered, as to
whether to allocate for present needs or future needs. Today versus
tomorrow.

Some goods will be consumed today and some in the future.
By reducing consumption today, future consumption may be
increased. Isn't that one reason you are in school? If you are not
working full time, you are not consuming all you could. You are
postponing consumption. Why? Because you believe you could
get a better job (and one with more pay) if you have more training
and education. So, you can consume even more later. Thus, you
postpone current consumption while building up your skills so as
to increase consumption later. Again, a barrel of oil pumped from
the ground now is a barrel of oil that will not be available for
consumption any day in the future. So using the oil today imposes
forgone opportunities in the future.

Text 2

Supply and Demand

We said that economics is concerned with consumption and pro-
duction. Another way of looking at this is in terms of demand and
supply. In fact, demand and supply and the relationship between
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them lie at the very centre of economics. But what do we mean
by the terms, and what is their relationship with the problem of
scarcity?

Demand is related to wants. If goods and services were free,
people would simply demand whatever they wanted. Such wants are
virtually boundless, perhaps only limited by people's imagination.
Supply, on the other hand, is limited. It is related to resources.
The amount that firms can supply depends on the resources and
technology available.

Given the problem of scarcity, given that human wants exceed
what can actually be produced, potential demands will exceed
potential supplies. Society therefore has to find some way of dealing
with this problem. Somehow it has got to try to match demand with
supply. This applies at the level of the economy overall: aggregate
demand will need to be balanced against aggregate supply. In
other words, total spending in the economy should balance total
production.

It also applies at the level of individual goods and services. The
demand and supply of cabbages should balance, and so should the
demand and supply of DVD recorders, cars, houses and package ho-
lidays.

But if potential demand exceeds potential supply, how are actual
demand and supply to be made equal? Either demand has to be cur-
tailed, or supply has to be increased, or a combination of the two. Eco-
nomics studies this process. It studies how demand adjusts to availab-
le supplies, and how supply adjusts to consumer demands.

Text 3
Microeconomics and Macroeconomics

Microeconomics is the study of how individual participants in
the economy interact with one another. Participants include consu-
mers, firms, workers, savers, investors, and others. These participants
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interact in the marketplace. Consumers, for example, seek to purchase
the goods and services that they need for the lowest possible price.
Firms, on the other hand, seek to produce goods and services that
generate the largest possible profits. Workers offer their services to
employers and hope to earn the highest possible wage. And so it goes.
Microeconomics examines these behaviors in some detail.

You are an important part of the microeconomy. Suppose you
wake up one Saturday morning and decide to have breakfast with fti-
ends at Betty's Diner. You and your friends each order the breakfast
combination — two eggs, bacon, pancakes, biscuits, and a pot of cof-
fee for the table. From the consumer's perspective, the $5 per meal
purchase was an excellent use of your money.

Let's take a look at the same marketplace activity from the “other
side» of the market — from the perspective of Betty, the owner of the
diner. In the microeconomy Betty represents the producer. Betty must
calculate all of her costs in the production of the breakfast combina-
tion — the cost of the food, the wage of the waitress, the rent on the
diner itself, and all costs for utilities such as electricity. To stay in
business Betty has to earn a profit from the sale of her meals, and this
can only be accomplished if her total revenues are greater than her
total costs.

The simple act of buying a breakfast at Betty's Diner illustrates
the microeconomy in action. That is, it shows the interaction of a
consumer and a producer in the marketplace. Much of the study of
microeconomics deals with decisions of buying, selling, or producing
goods or services.

Macroeconomics is the study of how the overall economy func-
tions. Major macroeconomics topics include changes in price levels
in the economy, and increases or decreases in unemployment. Mac-
roeconomics also deals with changes in aggregate supply (the total
supply of goods and services produced in the economy) and aggregate
demand (the total demand for goods and services). National policies
to stabilize the economy and to promote economic growth are also
central to the study of the macroeconomy.
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Text 4
Gross Domestic Product

Region's gross domestic product, or GDP, is one of several mea-
sures of the size of its economy. The GDP of a country is defined
as the market value of all final goods and services produced within
a country in a given period of time. Until the 1980s the term GNP
or gross national product was used. The two terms GDP and GNP
are almost identical. The most common approach to measuring and
understanding GDP is the expenditure method:

GDP = consumption + investment + government spending + (ex-
ports/ imports).

Gross means depreciation of capital stock included. Without de-
preciation, with net investment instead of gross investment, it is the
Net domestic product. Consumption and investment in this equation
are the expenditure on final goods and services. The exports minus
imports part of the equation (often called cumulative exports) then
adjusts this by subtracting the part of this expenditure not produced
domestically (the imports), and adding back in domestic production
not consumed at home (the exports).

Economists (since Keynes) have preferred to split the general
consumption term into two parts: private consumption and public
sector (or government) spending. Two advantages of dividing total
consumption this way in theoretical macroeconomics are:

Private consumption is a central concern of welfare economics.
The private investment and trade portions of the economy are ulti-
mately directed (in mainstream economic models) to increases in
long-term private consumption. If separated from endogenous private
consumption, government consumption can be treated as exogenous,
so that different government spending levels can be considered wi-
thin a meaningful macroeconomic framework. Therefore GDP can be
expressed as:

GDP = private consumption + government + investment + net
exports (or simply GDP=C+ G+ [+ X— M (‘X”, ‘M’ accounts for
exports and imports, respectively)).
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The components of GDP

Each of the variables C, /, G, and NX

C is private consumption (or Consumer expenditures) in the eco-
nomy. This includes most personal expenditures of households such
as food, rent, medical expenses and so on.

I is defined as business investments in capital. Examples of in-
vestment by a business include construction of a new mine, purchase
of software, or purchase of machinery and equipment for a factory.
Investment in GDP is meant very specifically as non-financial
product purchases. Buying financial products is classed as saving
in macroeconomics, as opposed to investment (which in the GDP
formula is a form of spending). The distinction is (in theory) clear:
if money is converted into goods or services without a repayment
liability, it is investment. For example, if you buy a bond or a share,
the ownership of the money has only nominally changed hands, and
this transfer payment is excluded from the GDP sum. Although such
purchases would be called investments in normal speech, from the
total-economy point of view, this is simply swapping of deeds and not
part of the real economy or the GDP formula.

G is the sum of government expenditures on final goods and
services. It includes salaries of public servants, purchase of weapons
for the military, and any investment expenditure by a government.
It does not include any transfer payments, such as social security or
unemployment benefits. The relative size of government expenditure
compared to GDP as a whole is critical in the theory of crowding out
and the Keynesian cross.

NXare “net exports” in the economy (gross exports/ gross imports;
also X/M). GDP captures the amount a country produces, including
goods and services produced for overseas consumption, therefore
exports are added. Imports are subtracted since imported goods will
be included in the terms G, I, or C, and must be deducted to avoid
counting foreign supply as domestic.

GDP and standard of living

GDP per capita is often used as an indicator of standard of
living in an economy. While this approach has advantages, many
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criticisms of GDP focus on its use as an indicator of standard of
living.

The major advantages to using GDP per capita as an indicator
of standard of living are that it is measured frequently, widely and
consistently: frequently in that most countries provide information
on GDP on a quarterly basis (which allows a user to spot trends
more quickly), widely in that some measure of GDP is available for
practically every country in the world (allowing crude comparisons
between the standard of living in different countries), and consistently
in that the technical definitions used within GDP are relatively con-
sistent between countries, and so there can be confidence that the same
thing is being measured in each country.

The major disadvantage of using GDP as an indicator of standard
of living is that it is not, strictly speaking, a measure of standard of
living. GDP is intended to be a measure of particular types of eco-
nomic activity within a country. Nothing about the definition of GDP
suggests that it is necessarily a measure of standard of living. For
instance, in an extreme example, a country which exported 100 per
cent of its production would still have a high GDP, but a very poor
standard of living.

The argument in favour of using GDP is not that it is a good in-
dicator of standard of living, but rather that (all other things being
equal) standard of living tends to increase when GDP per capita
increases. This makes GDP a proxy for standard of living, rather than
a direct measure of it. There are a number of controversies about this
use of GDP.

6. Match the following terms (column A) with their definitions (co-
lumn B).

A B

1) economics a) the measure of the alternative opportunities
foregone in the choice of some goods or activity
over others
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2) consumption

3) scarcity
4) cost
5) price

6) service

7) goods
8) production

9) allocation
10) labor

11) capital

12) resource
13) output

14) choice

15) alternative
16) supply

17) demand
18) undertaking

19) tangible

20) intangible

b) an amount of something (especially money),
that is given to a particular person or used for a
particular purpose

¢) a stock or supply that can be drawn on

d) available or usable instead of another

e) a situation in which there is not enough of
something

f) the desire of purchasers or consumers for a
commodity

g) the general body of wage earners

h) the amount of goods or work produced by a
person, machine, factory

1) clear enough or definite enough to be easily
seen, felt, or noticed

j) social science that seeks to analyze and des-
cribe the production, distribution, and consum-
ption of wealth

k) work performed for pay

1) abstract or hard to define or measure

m) the amount of money that has to be paid to
acquire a given product

n) an amount of something which someone has
or which is available for them to use

0) the process of manufacturing or growing so-
mething in large quantities

p) an important job, piece of work, or activity
that you are responsible for

q) the act of buying and using things

r) someone or something that you choose from
a range of things

s) a stock of resources that may be employed in
the production of goods and services

t) things that are produced in order to be
sold
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7. Fill in the blanks by inserting the following; translate into Rus-
sian.

a) data b) merge c) reduce d) businesses e) opinions f) economics
g) assistance h) descriptive 1) viewpoint j) biases k) statement

Positive and Normative Economics

Economists, like other people, have opinions and ... that someti-
mes enter into their theories, their writing, their teaching, and their
policy recommendations. In effect, they sometimes ... their facts with
their opinions. To become a more critical reader, it is important that
you understand the difference between facts and ... . In the study of ...
we do this by distinguishing between positive economics and norma-
tive economics.

Positive economics is concerned with reality, with “what there
is”. Sometimes called ... economics, positive economics relies on
statements that can be tested or verified with data. An example
of a positive statement is as follow: “In 1997 the Department of
Commerce reported that 83,384 U.S. ... had failed”. In this case,
the truth of the statement can be tested using ... collected by the
Commerce Department — a reliable federal department that over-
sees business activity in the nation.

Normative economics presents a ... on an economic issue or pro-
blem. In many instances normative economics identifies actions or
policies that “should” or “should not” occur. A normative ... might
also address the problem of business failures in the U.S. economy,
but would do so with a viewpoint attached. For example, a normative
statement would be: “The government should provide additional fi-
nancial ... to companies that are in danger of failing”. Note that in this
normative statement the economist is offering an opinion about what
“should” be done to ... the problem of business failures in the United
States.

8. Do sight interpreting of text 1 into Russian.
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9. Render texts 2 and 4 in Russian.

10. Do a written translation of text 3 into Russian.

Part II. Translation from Russian into English

1. Read texts 1 and 2; pick out the economic terms and give their En-
glish equivalents from Task 1, Part 1.

2. Compare the economic notions and concepts in Part I and Part II.

Text 1

JKOHOMMUKA U ee OCHOBHbIE MOHATUA

Kax b1l uenoBek OyKBallbHO HA KaXKJOM IIIary CTAJIKWBAETCS C
pa3IMYHBIMA SKOHOMHYECKHMH IPOOJIeMaMu: KakK YIOBIETBOPHUTH
CBOM NTOTPEOHOCTH B €/Ie, OJICK I, 00pa30BaAHKH, OT/IBIXE U T.11., KAKOH
XO3SIICTBEHHOM ICSITENIbHOCTBIO 3aHITHCS, KyITUTh UM HE KYITUTh TOT
WJTU MHOU TOBAp, I0CTATOYHO JIH JI0XO0/1 JIJIsl IPUOOPETEHUS HYKHOTO
MPOJYKTa  T.1I.

DKOHOMHKA — A3TO 4YaCTh MOBCEAHEBHOMW KU3HU Jironen. Jlroau
MPUHUMAIOT €KETHEBHOE YYaCTHE B YKOHOMUYECKOU JESITENHHOCTH,
JKUBYT B DKOHOMUYECKOU CpeJie, MOCTOSHHO HUCTIOIB3YIOT TEPMUHBI,
ynotpeOisieMble SJKOHOMUCTAMH (JIEHBI'H, [IEHBI, 3apa0doTHAas TUIaTa,
JIOXOJIbI, PacXoJibl U Ap.). JKUTh BHE IKOHOMUKHA HEBO3MOXKHO. Kaxk-
JIOMY W3 HAC 3HAKOMO CJIOBO 9KOHOMUKA, XOTSI Pa3HbIC JIFOIU BKiIa-
JIBIBAIOT B HETO HEOJIMHAKOBOE cojiepkaHue. CeromHss MHOTHX MOXKET
[MOCTaBUTh B TYNHK BOIPOC, YTO Takoe SKoHOMUKA. He cnenyer ynus-
JIATHCSL TOMY, YTO, )KUBS B OKPYKEHUU YKOHOMHUKH, MBI 3aTPYyTHIEMCS
CKazarb, YTO 3TO Takoe. Jleqo B TOM, YTO SKOHOMHKA — HACTOIBKO
o01ee, eMKOE, MHOTO3HAYHOE TIOHSITHE, YTO OTNPEACIUTh €€ OJHON
(bpa3oii HE PEACTABIAETCS BO3MOKHBIM.

CuuTaercs, YTo TEPMUH HKOHOMUKA BIIEPBBIC YIIOTPEOUII €Ille B
VI B. 10 H.3. rpeyeckuil mo3T l'ecrnon, coeAMHUB JiBa CIOBA: OUKOC
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‘IIOM, XO3SMCTBO U HOMOC ‘3HAI0, 3aKOH’, YTO JOCJIIOBHO O3HAUacT
‘UCKYCCTBO, 3HaHME, CBOJ ITPaBWJI BEACHUS JAOMAIIHEro X03sicTBa’.
B nayusbIii 060pOT 3TOT TepMUH ObUI BBEICH MpPEICTaBUTEISIMU
JPEeBHETPEUYECKON IKOHOMHUYecKor MbIciin Kcenogontom (ok. 430—
355 rT. 10 H.3.), HATMCABIIMM TPY/ O] Ha3BaHUEM « DKOHOMUKOCY, U
Apucrorenem (384—322 rr. o H.3.). [locneaauii HayKy 0 OoraTcTBe
JEJIA Ha «IKOHOMHIO» (COBOKYITHOCTHh MOTPEOUTENIbHBIX CTOMMO-
CTel) M «XpPEeMaTHCTUKY» (MCKyCcCTBO nenarh JeHbru). Ho Bpemena
MEHSIOTCSI, @ BMECTE C HUMHU MEHSIETCSI M CMBICII CTapbIX cioB. B Ha-
CTOsILIIEE BPEMSI TEPMUH HKOHOMUA TIOTYYHIT IUPOKOE pacpocTpaHe-
HUE, HO YK€ B HECKOJIbKO M3MEHEHHOM BHie. CerofHs o1 HUM 00bIU-
HO MTOHUMAIOT COKpAILEHHE 3aTPaT, 0epEeKIMBOCTH IPH PACXOOBAHUH
KaKHX-JIn00 pecypcoB. st obiiecTBa B 11€JI0OM SKOHOMUSI O3HAYaeT
TaKO€ HCIOJIb30BAHHE IKOHOMUYECKUX PECYPCOB, KOTOPOE BEIET K
MaKCUMAaJIbHOMY TIOBBIIICHUIO YPOBHS )KM3HHU B TJAHHOM OOIIECTBE.

B coBpeMeHHBIX YCIOBHSIX TEPMHH IKOHOMUKA WCIIOJIB3YETCS B
CIIEIYIOINX 3HAYCHUSX:

1) HapoHOE XO3SMCTBO JAHHOM CTPaHbl UK €r0 4acTh, BKIIOYA-
IOLasi OT/EIbHbBIE OTPACTH (IKOHOMHUKA IPOMBIIIIEHHOCTH, CEJIbCKO-
TO XO3SMCTBA U T.J.): XO3IMCTBO pailoHa, PEerHOHA, CTPAHBI, TPYIIIIBI
CTPaH WK BCEro Mupa (peruoHanabHas YKOHOMUKA, MHUPOBasi SKOHO-
MHUKa, 3KOHOMUKa Poccun u T.71.);

2) UCTOpPUYECKH OMpeesieHHasi COBOKYIMHOCTh 3KOHOMHUYECKUX
OTHOILIEHUI MEXKIY JIOIbMH, CKJIAJbIBAIOIIUXCS B MPOLECCE XO35IH-
CTBEHHOM JEATENIbHOCTH, COOTBETCTBYIOIIUX TaHHOM CTYTIEHH pPa3BH-
THUSI TIPOM3BOANUTENBHBIX CHJI U OOpa3yIoUIMX OINpENeNIeHHYI0 KO-
HOMUYECKYIO cucTeMy (paboBiajienbueckasi, KamuTaJIuCTUUYeCcKas 1
JIPyTUE YKOHOMHKH );

3) Hay4yHasi IUCUUIUIMHA, 3aHUMAIOIASICS U3YYSHUEM JIeITeIbHO-
CTH JIFOJICH, €€ 3aKOHOB M 3aKOHOMEPHOCTEN (TeopeTndecKasi IKOHO-
MUK, TTOJIUTUYECKAs] SKOHOMHUS ), HEKOTOPBIX YCIOBUI U AJIEMEHTOB
IIPOM3BO/ICTBA (IKOHOMHKA HAPOJOHACEIEHMS, TPYAQA, YIIPABICHUS U
T.J.).

Ecinn 5xe noneITarecs AaTh COBPEMEHHOE OIPEIETICHUE IKOHOMU-
KU OHOM (pa3oi, TO TOrna SKOHOMHKA — 3TO XO3SHUCTBEHHAS CH-
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cTema, obecrneuynBarolas yIoBJIETBOPEHUE MOTpEOHOCTEN Jronel u
o011ecTBa IMyTeM CO3aHuUs U UCTIOJIb30BaHUSI HEOOXOIUMBIX KU3HEH-
HBIX OJar.

Text 2
Pa3nuyHble ypOBHU 3KOHOMUKH

VYpoBHU HcchenoBaHUS SKOHOMHMKM MOTYT OBITH CaMbIMU pa3-
JUYHBIMH. B 3aBHCHMOCTH OT MacmTaboB SKOHOMHKA ITOIpa3Ies-
€TCsl Ha MHMKPO- M MaKpO’KOHOMHUKY. MHKpPOIKOHOMHUKA OCBEIIAET
XO3SUCTBEHHYIO JIESATEILHOCTh OTJEIBHBIX IKOHOMUYECKUX CyOheK-
TOB (MIpeanpusITud, GupM, NOTpedUTENEH, TOMOX035ICTB, HAEMHBIX
pabounx, mpeanpuHUMAaTesIei, TOPrOBIEB U T.J.), OHA TOMOTAET II0-
HSTh, IOYEMY Ha HU3IIEM YPOBHE 3KOHOMUKHU MPUHUMAIOTCS T€, a HE
WHBIC penieHrs. MakpodIKOHOMHKA OIHMCHIBACT (PYyHKIIMOHHUPOBAHHE
HAI[MOHAJILHOW SKOHOMHUKH B IIEJIOM, U3y4aeT 3KOHOMHUYECKHE MpO-
[IeCChI HAa YPOBHE 001IecTBa (ITPOMU3BOICTBO HAIMOHAIBLHOTO JOX0/1a,
0e3paboTuiia, MHPIAIUS U AP.) U JaeT PEKOMEHAIUHU, YTO JOIHKHO
JieNaTh TOCyAapCTBO, YTOOBI OOIIECTBO MPOIIBETAIIO.

Kpome Toro, MOXXHO BBIIEIUTH ME303KOHOMUKY, UCCIIETYIOIYIO
MOBENIEHUE TTPOMEKYTOUHBIX CHCTEM WJIM OTpaciieil HapOJHOTO XO-
3s1icTBa (arpONpPOMBIIIEHHBIA, BOGHHO-ITPOMBILIUIEHHBIH KOMILIEK-
CBl U T.JI.), U CYIIEPMAKPOIKOHOMHKY, OIHCHIBAIOIIYI0 MHPOBOE XO-
351ICTBO, MUPOBYIO SKOHOMUKY B LI€JIOM.

Kaxxprit gyenoBek, Kakaasi CEMbsi IPUHUMAIOT pa3HbIE YKOHOMH-
YEeCKHE PELIEHHUs] B COOTBETCTBHM C JOXOJAMHU M PacxoJaMH, BeIyT
JUYHYIO CeMEeHHYI0 SKOHOMHKY. Crofia BKITIOUAIOTCS JKUJIbE, JTOMAII-
Hee X034UCTBO, TIMYHOE UMYILECTBO U Ap. OCHOBHBIE SKOHOMHYECKHE
MPOIIECCHI 37IECh — JOMAIITHUHN TPYI, OTIBIX, MUTAaHUE, BOCITUTAHHE
JETEH.

OCHOBY IIPOM3BOACTBEHHON YKOHOMHKH 00pa3yroT MPEIIpUATHS
(pupMmBI), KOTOpBIE MPOU3BOIAT TOBAPHI U YCIIYTH.

3. Render text 1, Part II in English.
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4. Do a written translation of Text 2, Part II paying attention to the
economic terms and their contextual use.

5. Translate the following quotes into English.

= Kilaccuueckast 5koHOMUY€eCKas TEOPHsI CTPOUTCS Ha MPEIIo-
JIO)KEHUH, YTO YYaCTHUKH COOBITHI Ha PhIHKE ACUCTBYIOT HA OCHOBE
COBEpPILIEHHOTO 3HaHUA. JTO MpEIoNoKeHHe HeBepHo. Bocnpusitue
YYaCTHHUKOB BIIMSIET HA COCTOSIHUE PBIHKA, B JESITEIBHOCTH KOTOPOTO
OHHU Y4YacTBYIOT, HO IIOBEJICHUE U COCTOSHHE PBIHKA TAKXKE BIIUSIOT
Ha BOCTIPUATHE yYACTHUKOB. OHU HE MOT'YT OJTYYHUTh COBEPILIEHHOTO
3HAHUSL O PhIHKE, IOCKOJIBKY MX MBIIIJICHHE CaMO MOCTOSHHO BIIUSET
Ha PBIHOK, a PBIHOK BIUseT Ha ux MeiuieHue (xopmk Copoc).

= KoHKypeHIHsI — 3T0 3J0pOBO, BElb B pe3y/IbTaTe MbI TOJIbKO
CTaHOBUMCSA CHibHee. B 1r00oM cityyae, mOCETHTENH TOJI0CYIOT HO-
raMy: €CIM OHM NMPHUXOMAT, 3HAUUT, IIPOrojiocoBau 3a Hac ([xopmx
Koxon).

= Kro xouer pa3borarers B TeueHHE AHs, Oy/leT MOBEIIEH B Te-
yenue rona (Jleonapno na Bunum).



Unit 11

BUSINESS AND ITS FORMS OF ORGANIZATION

Part I. Translation from English into Russian

1. Give Russian equivalents of the following terms.

22.
23.

file/to file
flat income tax scale

1. want (n.) + advertising

2. annual meeting of the stock-
holders

3. articles / articles of

24. fraction of income

incorporation / of partner- 25. goodwill of the company
ship 26. government regulatory bodies
4. asset 27. income sharing rules
5. bargain price 28. income tax / income tax
6. Board of Directors bracket / progressive personal
7. bond income tax / total income tax
8. borrower 29. income / average income /
9. capital-gains tax law marginal income / price-tax
10. chairman of the board income / after-tax income
of directors 30. input
11. chief executive officer (CEO) 31. insider
12. claim 32. insurance companies
13. company’s morale 33. International Revenue Code
14. debt capital 34. inventory
15. decision making 35. investment funds
16. double taxation 36. issuance of stock
17. equity (ownership) capital ~ 37. lawsuit
18. exchange/ security exchange 38. lender
stock exchange 39. liability
19. executives 40. life span of the business
20. federal corporate income tax 41. output
21. fee 42. partnership
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43. profit / gross profit / net profit 52. stock purchase agreement

44. promotion 53. subject to (to be )

45. proprietorship 54. “takeover” bid

46. public limited company 55. tax rate

47. receipts 56. tax status

48. retail trade 57. to allocate

49. sales force 58. to charter

50. shareholder / 59. to market
stockholder 60. wage rate

51. stock options 61. wholesale trade

2. Read texts 1—3.

3. Study the following, paying attention to the terms and their con-
textual use:

a) the types of companies;

b) their advantages and disadvantages;

¢) differences in taxation;

d) industrial and size distribution of companies depending on their
legal status;

e) corporate organization.

4. Pick out the idiomatic expressions and give their Russian equiva-
lents.

5. Transfer the non-equivalent lexemes into Russian using the corres-
ponding rules.

Text 1

Types of Companies

Business firms are organizations that engage in production; they
convert inputs into outputs. But they do much more than this. They
rent or purchase buildings, land, machinery, mines and stocks of raw
materials. They negotiate with labor unions to set wage rates and
conditions of work. They market their products, engage in advertising
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and promotion, and manage a sales force. They deal with government
regulatory bodies and with courts. And to finance their operations
firms deal with banks, insurance companies, investment companies,
and with security exchanges.

There are three types of business firms from the point of view of
their legal status: proprietorships, partnerships, and corporations.

A proprietorship is simply a one-owner firm, with all of the
owner’s wealth subject to claim by anyone to whom the firm owes
money.

Partnerships are firms owned jointly by two or more persons, with
the assets of each and every partner subject to claim by anyone to
whom the firm owes money.

Corporations, on the other hand, are business firms that are char-
tered by a state, exist as a legal entity independent of the owners of the
corporation, and characterised by that only the assets of the firm itself
are subject to claim by anyone to whom the firm owes money.

The Financial Position of the Investor

There is a big number of subtle legal distinctions among these
three types of business firms and a number of variants of them, but
for our purposes the crucial difference among the three is that if an
individual is one of the owners of a corporation, individual’s wealth
(above what has been invested in the corporation) is not subject to
claim by creditors of the corporation. If an individual is an owner
or part-owner of a proprietorship or partnership, then any debts of
the business firm become the individual’s debts. Any creditor of the
partnership can sue any owner for full payment of the debt, leaving it
to that owner to collect money from his or her co-owners, if they have
any assets themselves. It is clear that the corporate form of business
has marked advantages over the partnership form in raising funds
from perspective owners, simply because of the limits that are placed
on the owner’s liability for debts of the corporation.

This accounts for what British corporations are identified as, that
is, as “Limited” or “Ltd” after the corporate name, as in the “British
Steamship Lines Ltd.” Corporations have limited liability for their
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owners, as he owner can lose only what he has invested in the firm,
and no more. However, the owner of a proprietorship or the co-owner
of a partnership is legally liable for all of the debts of the business, and
co-owners can lose substantially more than the investment made in
the business itself. On the other hand, the status of a public company
is shown by the letter “Plc” after its name. This is short for “public
limited company”. In practice, however, the real difference between
the two arises from the fact that limited ownership companies cannot
raise money by selling shares, in contrast to public companies which
can do so by issuing shares and bonds to be offered for sale on the
Stock Exchange.

It might appear that the limited liability property of a corporate
form insures that every business will be organized as a corporation.
Things are not quite so simple.

Text 2

Advantages and Disadvantages of Various Business Forms

The basic advantages and disadvantages of a corporate form ver-
sus a proprietorship or partnership can be summarized in terms of the
following matters:

1) ease of organization;

2) ease of raising equity (ownership) capital,

3) ease of raising debt capital;

4) tax status;

5) life span of the business.

Ease of Organization

To form a partnership, one simply goes into business. With a
partnership, articles of agreement as to partnership duties, responsi-
bilities, and sharing of profits are usually signed in order to avoid
future disagreements and lawsuits, but this is not legally required. In
order to incorporate articles of incorporation must be filed by a state
government and applications made to states in which the corporation
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will do business. This requires legal assistance as well as various
fees. It is considerably easier to start a business as a proprietorship or
partnership than as a corporation.

Ease of Raising Equity Capital

Ease of raising equity capital is the major advantage of a corpo-
ration. It is much easier to persuade someone to invest in your business
as a co-owner if that individual knows the most that can be lost is
what has been invested rather than having all, the individual assets
subject to claim for business debts, as occurs with a proprietorship or
partnership.

Ease of Raising Debt Capital

Clearly the other side of the coin raising investment funds is
concerning is the problem of borrowing money, that is raising debt
capital. Lenders should be less willing to lend to a firm with limited
liability for its owners (a corporation) than to one where the personal
assets of the owners are subject to claim. Thus, everything else being
equal, corporations find it harder to raise debt capital than, say, pro-
prietorships.

Tax Status

Average and Marginal Income Tax Rates

An important distinction to keep in mind concerning the income
tax is the distinction between the average income tax rate and the
marginal income tax rate. The average income tax rate is equal to
total income taxes due divided by income; and the marginal income
tax rate is equal to the change in income taxes due divided by the
corresponding change in income. Thus the average income tax rate
tells us what fraction of income is paid out in income taxes while the
marginal income tax rate tells us how much additional income tax
must be paid if income goes up by $1. Ours is a progressive personal
income tax structure, by which we mean that the average personal
income tax rate rises with income and the marginal rate rises with
income as well. Note that with the average tax rate increasing with
income, the marginal tax rate is higher than the average tax rate.
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Proprietorship Income

Income earned by a proprietorship is income of the owner so far
as the Internal Revenue Service (IRS) is concerned.

Partnership Income

Similarly, income earned by a partnership is split among the part-
ners according to the income sharing rules of the partnership and is
then treated as personal income for each of the individual owners by
the IRS. Thus any income earned by a proprietorship or partnership is
subject to the usual income tax rates, ranging up to 70 percent for the
highest income group.

Corporation Income

Income of a corporation is treated quite differently. Income of a
corporation is subject to a federal corporate income tax, and to state
corporate income taxes as well. The federal income corporate tax
rate was a flat 47% of all profits in excess of $25,000 dollars per
year, with a lower rate for profits less than $ 25,000. Moreover, when
the corporation pays out income to its owners (to shareholders) in the
form of dividends, income received by any owner is then subject to
the personal income tax (federal and state). Thus, corporate income
is subject to double taxation: income is first taxed at the corporate
level of the individual owner at the time when the corporation pays
out income to the owners. Clearly if all the corporate income after
corporate income taxes were paid out to its owners (shareholders),
then there would be an important tax disadvantage to the corporate
form of organization.

However, as is often the case, things are not quite what they seem.
In fact, corporations can have major tax advantages over the part-
nership or the proprietorship form, because of the capital-gain tax
laws. The International Revenue Code treats capital gains differently
from ordinary income. A capital gain is the profit that one makes by
selling an asset at a price higher than the price at which the asset
was bought, for example, buying a share of stock at $10 and selling it
for $25 produces a capital gain of $15. Long-term capital gains (gains
from the sale of assets held longer than 6 months) are taxed by the IRS
at roughly 40 percent of the corresponding income tax rate. Thus if the
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last dollar of income bears a (marginal) personal income tax rate of
60 percent, your capital-gain tax rate would be roughly 24 percent. If
corporations follow the practice of reinvesting profits after corporate
income taxes, they sell their stock instead. To illustrate consider the
following example.

Example: capital-gains taxes and income taxes.

Suppose that a corporation earns $ 100,000 in profits before taxes
and that the corporation is owned by a single individual who is in
the 70 percent marginal personal income tax bracket. For simplicity
take the corporate income tax rate as a flat 46 percent of corporate
profits. We consider three cases: first, the corporation pays out all of
its income after corporate taxes to the owner in dividends. Second, the
corporation reinvests its after-tax income, which results in an increase
in the market value of the corporation. The owner sells their ownership
interest after six months and pays capital-gains tax on the increase in
the value of their ownership interest. Third, we consider the tax effects
if the firm were organized as a proprietorship instead.

(1) Corporation pays out after-tax income as dividends

Profits of corporation $100,000
Corporate income tax —46,000
(—46% of $100,000)

Corporate income

after tax $ 54,000
Dividends $ 54,000
Personal income tax —37,000

(~ 70% of $ 54,000)

Income of owner after tax $ 16,200

Taxes have eaten up $63,000 of the original $100,000 of income.
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(2) Corporation reinvests after-tax income, owner sells out
ownership interest and pays capital-gains tax

Profits of corporation $100,000
Corporate income tax —46,000
(—46% of $100,000)
Corporate income

after tax $ 54,000
Reinvested earnings
(increase in value of
owner’s interest) $ 54,000
Capital-gains tax — 14, 560
(= 70% of $ 54,000)

Income of owner after tax

$ 39,440

Taxes are now $60,560 of the original % 100,000 of income.

(3) Business organized as a proprietorship

Profits of business $100,000
Personal income taxes —70,000

(= 70% of $100,000)

Income of owner after taxes $ 30,000

As a proprietorship, taxes are $70,000 of the original $100,000 of
income.

In summary, the price-tax income of $100,000 turns into an after-
tax income of $16,200 to the firms owner if the firm is organized as a
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corporation with all after-tax income paid to the owner as dividends;
$39,440 if the firm is organized as a corporation, with all income
reinvested in the firm, the stock rising in value by the amount of
reinvestment, and the owner paying capital-gains tax when selling
out this increase in value; and $30,000 if the firm is organized as a
proprietorship. Hence double taxation of income can be more than
avoided if the corporation reinvests its earnings, in such a case there
are tax advantages to organizing the company as a corporation rather
than as a proprietorship or partnership.

Life Span of the Business

For the proprietorship, the firm has a lifetime that ends when the
owner decides to disband the firm or dies. For the partnership, the
firm ends as soon as any partner either dies or decides to leave the
business. In contrast, the law treats the corporation as a legal entity
with a lifetime independent of the lives of its owners. Stockholders
may sell their shares or may die while holding shares, but this has
no effect on the life of the corporation. The corporation continues
existing until the owners decide to liquidate, or until the courts force
liquidation of the firm. Clearly, this has important advantages when
there are a number of persons who are co-owners of a business. If the
business were organized as a partnership, there would be the expenses
and inconveniences of rewriting the articles of partnership whenever
an individual decides to leave the firm; these expenses are avoided in
the case of the corporation.

Industrial and Size Distribution of Proprietorships, Partner-
ships, and Corporations

Whether a firm will be organized as a proprietorship, a partner-
ship, or a corporation depends on the balance of the advantages and
disadvantages of each form. For a small single-owner firm that relies
on bank financing, and where the owner is in a low tax bracket, the
proprietorship is probably the best choice. Partnerships are preferred
over corporations when the number of partners is small (say, two or
three), the business is so small that incorporation fees are an important
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expense, and where the owners are in low tax brackets. In Britain
proprietorships and partnerships belong to the so-called private
companies. The corporate form is chosen when there is a need to
acquire vast amounts of funds from a large number of individuals,
and especially when the owners are all in low tax brackets.

About 77 percent of all business in the United States (in terms of
numbers) are proprietorships, 8 percent are partnerships and 15 percent
are corporations. But corporations account for 76 percent of net profits
of all businesses: proprietorships for 20 percent as well as partnerships
for only 4 percent. Proprietorships are most prominent in finance, in-
surance and real estate, and retail trade and services. Corporations
are dominant in mining, manufacturing and wholesale trade. One
reason for the prominence of proprietorships and partnerships in the
service area is that, by law, certain service firms cannot be organized
as corporations — law firms, medical firms, for example. But except
for such special cases, the distribution of firms types reflects the
advantages and disadvantages discussed above when a business firm
is organized. The legal form chosen by the owners is typically chosen
to maximize the economic advantages.

We have already seen to the corporate form of business for large
firms especially those involving a large number of owners. While
corporations constitute only 15 percent of all business firms, they
account for 88 percent of all firms with receipts of $ 1,000,000 or
more per year. Moreover, corporations have 97 percent of total
receipts. Proprietorships and partnerships dominate both in terms of
numbers and in terms of receipts for small firms, but corporations
are the most important business type for receipts of $500,000 per
year or more.

Text 3

Separation of Owners from Controls in Large Firms

The owners of a corporation are its stockholders. In large cor-
porations there might be upwards of one million individuals owning
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stock in the company, and clearly not all of these persons can partici-
pate in the day-to-day decision-making of the firm.

Corporate Organization

The organization of the corporation from the point of view of its
decision-making is as follows.

Board of Directors

There is an overall governing body of the corporation known as
the board of directors. The board of directors is elected each year at the
annual meeting of the stockholders. Although rules differ from state
to state and from company to company a typical voting procedure is
to allow one vote per share for each shareholder, to be cast for each
member of the board.

The board is responsible for the general policy of the company,
e.g. formulation plans to achieve objectives. To some extent, the com-
pany’s success and the morale of the workers is dependent on the lea-
dership of the board of directors.

The President

The Board of directors in turn appoints the top management of
the corporation, particularly the president of the corporation (or the
managing director, sometimes called the chief executive officer,
or CEO), sets the president’s salary, and decides on certain major
questions, such as the issuance of more stock and/or bonds, amounts
to be allocated to investment in plant and equipment and the like.
But the day-to-day operations of the company are in the hands of the
president and the individuals appointed by the president to supervise
operations.

Use and Abuse of the Corporate Structure

Clearly, some sort of specialization of this type must take place
if decisions are to be made effectively. It simply doesn’t make sense
to have every pricing, costing and investment decision come before
the stockholders as a group. But one consequence of the separation
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of ownership from control is that the “inside” group of executives
(president, chairman of the board of directors, and so forth) pursue
their own benefits (salary, stock options — the right to buy company
stock at guaranteed prices — “perks” such as company-financed vaca-
tions, limousines, apartments) rather than operating the company in
the interest of the stockholders.

Except under unusual conditions, however, disregard for the in-
terests of owners of a corporation on the part of the inside group of
managers tends to be self-defeating. In the first place, if it is blatant
enough, it can produce a stockholder revolt and a proxy battle to wrest
control of the company from the insiders. Second, if the company
makes less profit than it could under efficient management, this in-
vites other firms into the picture with “takeover” bids, offering the
stockholders more for their shares than they can get on the market.
After the takeover the management group is ousted, of course. Third,
when there is divergence of interest between the managers and the
owners this also tends to invite competition into the industry, which
generally is against the interests of both the managers and the owners.
Finally, most top executives of large corporations have compensation
contracts that are designed to synchronize the purchase agreements,
bargain prices and so forth. All in all, market incentives and contractual
incentives act in the direction of eliminating conflicts of interest bet-
ween the owners and the managers of corporations.

Match the following terms (A) and their definitions (B), translate
into Russian.

A

a) a board of directors; b) the president of the corporation; c)
stock options; d) “takeover” bids; e) lifespan of the business; f) a
capital gain; g) double taxation, h) a personal income; i) a progressive
personal income tax rate structure; j) an average income tax rate; k)
a marginal income tax rate; 1) partnership articles of agreement,; m)
raising money by public companies, n) a corporation, o) a partnership;
p) a proprietorship, q) “perks”.
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B

1) a business firm that is chartered by the state, has existence as a
legal entity independent of the owners of the corporation, and has the
characteristic that only the assets of the firm itself are subject to claim
by anyone to whom the firm owes money;

2) the average personal income tax rate rises with income and the
marginal rate rises with income as well;

3) a document referring to partnership duties, responsibilities, and
sharing of profits;

4) income is first taxed at the corporate level of the individual
owner at the time that the corporation pays out such an income to the
owners;

5) The overall governing body of the corporation;

6) the profit that one makes by selling an asset at a price higher
than the price at which the asset was bought;

7) a rate that is equal to total income taxes due divided by in-
come;

8) issuing shares and bonds to be offered for sale on the Stock
Exchange;

9) the right to buy company stock at guaranteed prices;

10) a firm owned jointly by two or more persons, with the assets
of each and every partner subject to claim by anyone to whom the firm
OWes money;

11) company-financed vacations, limousines, apartments;

12) a one-owner firm, with all of the owner’s wealth subject to
claim by anyone to whom the firm owes money;

13) offering the stockholders more for their shares than they can
get on the market;

14) a rate equal to the change in income taxes due divided by the
corresponding change in income;

15) a lifetime that ends when the owner decides to disband the
firm or dies;

16) an income earned by a partnership and split among the partners
according to the income-sharing rules of the partnership;
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17) the managing director, sometimes called the chief executive
officer, or CEO.

8. Fill in the blanks by inserting the following, translate into Rus-
sian.

a) partnership; b) limited liability; c) low tax brackets,; d) high
tax brackets; e) proprietorships, f) corporations; g) to finance;
h) legal status; i) assets; j) limited liability; k) the Stock Exchange;
[ articles of agreement,; m) articles of incorporation, n) equity capital;
0) average income tax rate; p) income-sharing rules, q) dividends,
r) corporate taxes,; s) capital gains tax, t) shares, u) proprietorship;
v) stockholders,; w) annual meeting, x) voting procedure; y) president;
z) insiders, z) bonuses.

1. The board of directors is elected each year at the ... of the
stockholders.

2. Large businesses are overwhelmingly ... , which dominate mi-
ning manufacturing and wholesale trade.

3. In the first place, if it is blatant enough, it can produce a stock-
holder revolt and a proxy battle to wrest control of the company from
the ... .

4. Corporations have the advantages of ease of raising equity ca-
pital, tax advantages for individuals in ... ... ... , and a life time for the
business that is independent of the lives of individual owners.

5. In practice, however, the real difference between the two arises
from the fact that limited ownership companies cannot raise money
by selling shares, in contrast to public companies which can do so by
issuing shares and bonds to be offered for sale on ... ... .

6. With a partnership, ... as to partnership duties, responsibilities,
and sharing of profits are usually signed in order to avoid future
disagreements and lawsuits, but this is not legally required.

7. But the day-to-day operations of the company are in the hands of
the ... and the individuals appointed by him to supervise operations.

8. The owner sells his ownership interest after six months and pays
...... on the increase in the value of his ownership interest.
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9. Proprietorships have the advantages of ease of formation, ease
of raising debt capital, and tax advantages for individuals in ... ... ... .

10. The owners of a corporation are its ... .

11. Income earned by a partnership is split among the partners ac-
cording to the ... ... ... of the partnership and is then treated as personal
income for each of the individual owners by the Internal Revenue
Service.

12. Owners of partnerships and owners of proprietorships have
unlimited liability for the debts of the business, but owners of cor-
porations can lose only what they invested in the corporation; that is,
the owners have ... .

13. Most top executives of large corporations have compensation
contracts that are designed to synchronize the interests of the exe-
cutives and the stockholders — ... based on profits, stock purchase
agreements, bargain prices and so forth.

14. Ease of raising ... is the major advantage of a corporation.

15. Lenders should be less willing to lend to a firm with limited
liability for its owners (a corporation) than to one where the personal
assets of the owners are subject to claim.

16. The ... ... ... tells us what fraction of income is paid out in
income taxes while the marginal income tax rate tells us how much
the additional income tax must be paid if income goes up by $1.

17. ... tend to be small businesses and are most important in ag-
riculture, retail trade and services. Partnerships are also small and are
important in finance, insurance, real estate, and in retail trade and
services.

18. Corporations have ... ... for their owners, as owner can lose
only what he has invested in the firm and no more.

19. There are three types of business firms from the point of view
of their ... : proprietorships, partnerships and corporations.

20. When the corporation pays out income to its owners (to share-
holders) in the form of ... , the income received by any owner is then
subject to the personal income tax (federal and state). The corporation
pays out all of its income after ... ... to the owner in dividends.



21. For the small single-owner firm that relies on bank financing
and where the owner is in a low tax bracket, the ... is probably the
best choice.

22. Stockholders may sell their ... or may die while holding shares,
but this has no effect on the life of the corporation.

23. Any creditor of the partnership can sue any owner for full
payment of the debt, leaving it to that owner to collect from his or her
co-owners, if they have any ... themselves.

24. Although rules differ from state to state and from company to
company, a typical ... ... is to allow one vote per share for each sha-
reholder, to be cast for each member of the board.

25. ... their operations, firms deal with banks, insurance compa-
nies, investment companies, and with security exchanges.

26. A small one-owner retail or wholesale store is almost al-
ways operated as ... , and often the inventory and fixtures of the store
represent essentially all of the owner’s assets or wealth.

27. In order to incorporate, ... ... must be filed with a state go-
vernment and applications made to states in which the corporation
will do business.

9. Find the following information in texts 1—3, translate it into Rus-
sian paying attention to the terms and their contextual use:

— legal types of companies;

— advantages and disadvantages of the types of companies;

— peculiarities of taxation of the types of companies;

— peculiarities of fund raising of the types of companies;

— peculiarities of ownership of the types of companies;

— peculiarities of management of the types of companies;

— peculiarities of activities of the types of companies.

10. Do sight interpreting of text 1 into Russian.
11. Render text 2 in Russian.

12. Do a written translation of text 3 into Russian.
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Part I1. Translation from Russian into English

1. Read text 1, pick out the economic terms and give their English
equivalents from Task 1 Part L.

2. Compare the English and Russian systems of the legal form of
business organization paying attention to their similarities and dif-
ferences.

Text 1

OcHoOBHble (t)OprI OopraHu3auuuv npeanpuHUMaTes1bCTBa,
UX LOCTOUHCTBA U HE[OCTAaTKH

[TpennpuHUMATENBECTBO CYIIECTBYET B pa3HbIX (hopmax. B ocHose
KJIaccu(UKaIMK JIeXKaT JBa MPU3HaKa: popMa cOOCTBEHHOCTH U Be-
JTUYUHA QUPMBI.

B 3aBucumocT 0T (GOpMBI COOCTBEHHOCTH MPENIPUHUMATEIb-
CTBO JITIUTCS HA TOCYIapCTBEHHOE U YaCTHOE.

TlocymapcTBeHHOE TPEANPUHUMATEIHCTBO OOBIYHO 00JIee KanuTa-
J0eMKoe U cTabmibHOoe, 100 00anaeT GrHAHCOBON M rOCYJapCTBEH-
HOU OIIEKOH IIPABUTENIBCTBA.

YacTHBII CEKTOp MO CPaBHEHHIO C TOCYJAPCTBEHHBIM HUMEET P
MIPEUMYIIECTB:

— cB00OIeH B n30panuu 6osee NpUObUILHOM cephl 1esTeNbHO-
CTH;

— HE perIaMeHTUPOBaH B 00beMe OHM3Heca;

— HE OTPAHUYEH TBEPAOU IIEHOM.

[To mpu3HaKky 00BEMOB NPEANPHUHUMATEIBCTBA PA3THYAOT MBI
Ou3Hec, cpeHui OM3HeC, KPYIHbII OU3HEC.

[IpennpuHUMATENBCTBO MOAPA3ACIACTCS HA TPH BUA!

e unousudyaivbhoe (4aCTHOE);

e mosapuujecmeo (NIapTHEPCTBO);

e xopnopayus (aKIHOHEPHOE OOIIECTRO).
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NHnuBunyanbHBIM OPEANPUHUMATEIHCTBOM HA3bIBAIOT OW3-
Hec, BJIaJIeNbLEM KOTOPOTro sIBisieTCsl OMH 4esioBeK. OH HeceT Heo-
TPaHUYCHHYIO UMYIIECTBEHHYIO OTBETCTBEHHOCTh, H Y HETO HEBEIIUK
KanuTaJl — B 3TOM HEAOCTAaTKU WHJIWBUIYaJIbHOIO MpEANpUHUMA-
TenbcTBa. Ero mpeumyiiecTBa: Kaxablil y4acTHHK BIQJE€eT BCei
NpUOBLIBIO, MOXKET CaM MPOU3BOAUTH 0cOOble M3MeHeHus. OH Iuia-
TUT TOJBKO TOAOXOAHBINA HAJIOT U OCBOOOXK/IEH OT Hajora, yCTaHOB-
JICHHOTO /ISl KOpTopamuii. ITo Hanbosee pacnpocTpaneHHas popma
Ou3Heca, XapaKTepHast UI MEJIKUX Mara3uHOB, MPEATIPUATHIA cheph
ycayt, ¢epm, a Takke mpodecCuoHaNbHON NesITeTbHOCTH IOPUCTOB U
Bpayeil.

ToBapuiecTBOM, UM MAPTHEPCTBOM, Ha3bIBAaeTCs OU3HEC, KO-
TOPBIM BJIQJICIOT JiBa M Oosiee venoBeka. [lapTHepcTBO Takke obia-
raeTcs TOJBKO MOJOXOAHBIM HajoroM. J[OCTOMHCTBO MapTHEPCTBa
B TOM, YTO €r0 JIETKO OpPraHMW30BaTh U INPHUBIIECYb JONOJHUTEIbHBIE
cpeacTBa v HOBble uaeu. K unciay HepocTaTkoB OTHOCAT OTpaHUYEH-
HOCTh (DMHAHCOBBIX PECYpCOB IMpPH pa3BUBAIOIIEMCH i€, KOTOpoe
TpeOyeT HOBBIX BIIOKEHHM KamuTasla, HEOJHO3HAYHOE MOHUMaHHE
Hesen AeITeIbHOCTH (UPMBI €€ YYaCTHUKAMHM, CIOKHOCTH OTpese-
JICHHS1 MEpBI KaXJI0TO B JI0X0/1e WiK YObITKEe GupMmbl. B popme map-
THEPCTBA OPraHU3yIOTCS OPOKEPCKUE KOHTOPHI, ayJTUTOPCKUE GUPMBI,
CITy>K0BI cpepsl YCIyT U T.II.

Kopnopanueil Ha3plBalOT COBOKYMHOCTD JIMLI, OObEIMHEHHbIX
JUIsl COBMECTHOM NpeanpUHUMATeNbCcKol aestenpHocTU. [IpaBo Ha
COOCTBEHHOCTh KOPIIOPALMU PA3/IeJIeHO HA YacTH IO aKIUSAM, I03-
TOMY BIIAJIENBIIBI KOPTIIOPAIMA HA3BIBAIOTCS JEpKATEISIMHU aKInuH, a
cama KopIiopanus — aKIHOHEpHBIM 0011ecTBOM. J0X0/1 Koproparuu
o0IaraeTcsi HaJOroM ¢ Kopriopanuid. AKImoHepHast popma npeanpu-
HUMaTesbCcTBa cTasia B Poccun caMoil momyIisipHOiA.

K yucny npeumyiiecTB Koprnopamuu OTHOCSATCS:

— HEOTpaHWYEHHBIC BO3MOKHOCTHU TIPUBJICUEHUS ICHEKHOTO Ka-
MUTaNa 4Yepe3 MoKy aKIuid U OOIUTaIINL;

— TpUBJICYEHHUE MTPOPECCHOHATBHBIX CIEIUATHUCTOB JJIs BBITIOJN-
HEHUS YIPaBIeHUYECKUX (DYHKIIHIA;
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— CcTaOMIBHOCTH (DYHKIIMOHUPOBAHUS KOPIOPAIMH, TaK KaK BbI-
XOJ1 U3 O0IIeCTBa KOTO-JIM0O M3 aKIMOHEPOB HE BJICUET 3a co00H 3a-
KPBITUS (PUPMBI.

K HemocraTkam KopriopaTHBHOW ()OpMBI OpraHH3aIii Ou3Heca
OTHOCATCSI:

— JIBOWHOE HAJIOTO0O0OJIOKEHHE TOW YacTH JI0XOJa KOPIIOpAallHHy,
KOTOpasi BBITUIAYMBACTCS B BUJC TUBHJICHIOB JCP)KATEIsIM aKIUH,
NEPBBIM pPa3 Kak 4acTh NPUOBUIM KOPIIOPAIMH, a BTOPOH pa3 — Kak
9acTh JIMYHOTO JI0XO/1a BIIAJICIIbIIa aKITHii;

— OyaronpusTHBIE BOZMOXXHOCTH JUISI SKOHOMUYECKHX 3JI0YIIO-
TpeOIeH i, BO3MOXKEH BBIITYCK M MPOJaXa aKIUH, HE UMEIOIIUX HH-
KaKol peajbHOW CTOMMOCTH;

— paszeienne QyHKIUI cOOCTBEHHOCTH M KOHTPOJIs. B kopriopa-
[IUH, aKIIUU KOTOPBIX PACIBIICHBI CPEIM MHOTOYMCIICHHBIX BIIaJICIb-
1IeB, OTphIBacTCS (YHKIHS KOHTPOJIS OT (YHKIIMA COOCTBEHHOCTH.
Brnanenbiipl akuii 3aMHTEPECOBAHbI B MAKCUMAIIBHBIX JIWBUACHIAX,
a MEHe/DKEPHI CTAapaIOTCsl UX YMEHBIIUTh, YTOOBI IIyCTUTh JCHBIH B
000pOT.

B kaxoii cTpaHe cyiiecTByeT CBOSl OpraHU3alMOHHAas CTPYKTypa
Ou3Heca.

@®opMBI  IPEANPUHUMATEIBCKON JIESTETLHOCTH ONPEAEIISIOTCS
I'paxkmaHCKMM KOJEKCOM. B COOTBETCTBUM ¢ HUM BCE OpraHHU3aLUU
(ropuMYecKye JIUIA) PA3AeIIIOTCS Ha KOMMEPYECKHEe U HEKOMMEp-
yeckre. Kommepueckne OCHOBHOM LENBbI0O UMEIOT M3BJICUCHHE TPU-
ObuH. HekoMMmepueckre He CTaBIT TaKUX IEIICH.

KomMmepueckue hupMbl MOTYT cO3/1aBaThCs B (hOpMe XO3SICTBEH-
HBIX TOBApUIIECTB, IMPOM3BOACTBEHHBIX KOOIEPAaTHBOB, TOCYyJap-
CTBEHHBIX U MYHUIIMIATbHBIX YHUTAPHBIX IPEATNPHUITUH.

XO03sHCTBEHHBIC TOBAPHUIIIECTBA, B CBOIO 0YEPE/Ib, CYIIECTBYIOT B
(dbopMax TOJHOTO TOBAapHIIECTBA, TOBAPHUIIECTBA HAa Bepe (KOMMaH-
JMTHOTO TOBApPHIIECTBA), OOIIECTBA ¢ OTPAHUYCHHON OTBETCTBEHHO-
CTbBIO, O0IIIECTBA C JOMIOJHUTEIBHOW OTBETCTBEHHOCTHIO, AKIIMOHEP-
HOTO 00mIecTBa (OTKPBITOTO M 3aKPBITOTO), JOUYEPHUX U 3aBHCUMBIX
o0IIeCTB.

44



Hexommepueckue ¢pupmbl coznarorcs B popme noTpeOUuTenbCKux
KOOTIEPAaTHUBOB, OOIIECTBEHHBIX WJIM DPETUTHO3HBIX OpraHU3aIuii,
OMaroTBOPHUTEIHHBIX (POHIOB.

2. Render the text in English paying attention to the economic terms
from task 1 Part L.

3. Do a written translation of text 1 into English paying attention to
the economic terms and their contextual use.



Unit 111

BANKS AND BANKING SYSTEM

Part I. Translation from Russian into English

1. Give Russian equivalents of the following banking terms.

I

Rl

11.

13.
14.
15.

16.
17.
18.

© 0o 0~

(at) sight /after sight (or
30 D/S)

(the) bill is due/ at maturity
account

auditing rules

backroom of the financial
system

bank / domiciled bank/ cen-
tral bank / issuing bank / mer-
chant bank / paying bank /
commercial bank / confir-
ming bank

bank bail-out

bank notes

bankruptcy

bill /bill of exchange (B/E) /
draft

bill of lading

binding form of payment
Board of Governors

bullion market

cash against documents
transaction (CAD)
certificate of inspection
certificate of origin

charter/ to charter
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19.
20.
21.
22.
23.
24.

25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.

42.

check/ to clear checks
checking account
claim/outstanding claims
clean bill

code of practice
collateralised debt obliga-
tions (CDOs)

commercial invoice
consular invoice

corporate customer (entity)
counterfeiting

credit crunch

currencies

current account

customs form

damage/to damage

deposit account

deposit, depositor
derivatives

direct (automatic) debit
dishonoured bill

dispatch the consignment
documentary credit
documents against accep-
tance (D/A) transaction
documents against payment
(D/P) transaction



43.
44.
45.
46.
47.
48.

49.
50.

51.

52.
53.
54.
55.

56.
57.

58.
59.
60.
61.
62.
63.

64.
65.
66.
67.
68.

draw/ drawee/ drawer
earning assets

economic variable
emergency liquidity
Eurobond

facilities / commercial bank
facilities

fair-value accounting
Federal Deposit Insurance

Corporation

Federal Reserve System
(Fed)

Fee

foreign exchange market
free trade area/zone

giro system / the bank giro
system

government bonds
guarantee / guarantor/ gua-
rantor bank

hedging

insolvent

insurance

insurance certificate
interest /interest rate
International Chamber of
Commerce ( ICC)

invoice

10U

legal tender

lending/ to lend

letter of credit (LC) / re-
vocable / irrevocable letter
of credit / standby letter of
credit

47

69.
70.
71.
. negotiable orders of with-

73.
74.
75.
76.
77.
78.
79.
80.
81.

82.
83.

84.
85.
86.
87.
88.
89.
90.
91.
92.
93.

94.
95.

96.

leverage
loan
market

drawal account (NOW-ac-
count)

new issue market

overdraft

payment / payee
placement/ to place shares
private customers’ accounts
rate of discounting

receipt

redemption / to redeem
repayment / rent / mortgage
repayments

savings account

securities / subprime-asset-
backed securities
securitization

security / negotiable security
settlement

shipping

shipping documents

sight bill

standing order

statement / account statement
store of value

structured investment vehi-
cles (SIVs)
swap/credit-default swaps
SWIFT / the Internatio-
nal Bankers’ Computerized
Transfer of Funds

to accept the bill



97. to clear the bill 103. unit of account

98. to discount a bill 104. US Treasury
99. to protest a bill 105. Usance

100. transaction 106. valid until
101. transfer 107. write-downs

102. Uniform Customs and Prac-
tice for Documentary Cre-
dits (UCP)

2. Read texts 1—4.

3. Study the following, paying attention to the terms and their con-
textual use:

a) banking history;

b) banking operations;

¢) types of bank accounts;

d) lending and borrowing;

e) credit facilities;

f) central bank functions;

g) international banking facilities.

4. Pick out the abbreviations, give their full forms and their Russian
equivalents.

5. Pick out the idiomatic expressions and give their Russian equiva-
lents.

6. Transfer the non-equivalent lexemes into Russian using the cor-
responding rules.
Text 1

Development of Banking

Abank is a business with its purpose to make profits for its owners
(shareholders). It holds deposits and lends money to those who have to
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borrow to finance current expenditures. It makes its profit by charging
more for its loans than its paying its depositors.

Banking is an old business dating back to ancient Babylon. But
as far as modern banking is concerned it is believed to originate
from the epoque of the Renaissance. Bankers of those times in Italy
dealt not only with buying and selling currencies but also with those
taking demand and time deposits. The word bank derives from the
Italian hanka (bench), i.e. the working place of an ancient banker and
bankruptcy comes from the Italian custom of breaking the bench of
insolvent banker who owed much to his creditors.

The first banking house was associated with goldsmiths who took
in their customers’ silver and gold for safekeeping. They had strong
vaults for that as part of their business and stored valuables in them.
They then discovered that they could lend such coins out, keeping just
a certain proportion as a reserve, since not all customers would come
in for repayment at the same time. They might well have realized that
some of their depositors’ valuables that had not been disturbed for
years could be loaned. The goldsmiths issued a receipt for valuables
and charged a fee (service charge) for the service. Thus the receipt
would become in effect a check. As long as it was accepted as a
means of payment it could circulate as money. Eventually, to make
such transfers more convenient they issued receipts in round-number
sums. These receipts thus became private bank notes, i.e. currency
note issued and repayable on demand by the banker.

The goldsmiths who had the initial deposits would, of course, be
unaware of what was happening to their receipt and in fact they would
not care. But they would realize that the valuables on which the receipt
was issued rested in their vault year after year.

Now suppose the holder of the receipt went into debt. The debts
could be paid by transferring the receipt to the person to whom the
debt was owed. The goldsmiths would of course charge interest on
the loan. And so began the early development of modern banking
operations.

Presently, banking system is considered to be veins of the economy.
All over the world the place of the state in the banking system is
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represented by central banks and private banks are generally divided
into merchant banks and commercial banks in compliance with the
operations effected. Merchant banks are involved in money lending
to organizations and other corporate customers (entities) and while
the facilities they offer are similar to those they offer to commercial
banks, the former specialize in international trade and finance, dis-
counting bills, confirming credit status of overseas customers through
confirming houses, acting in the new issue market (placing shares)
and in the bullion and Eurobond (government bonds) market. They are
also involved in shipping, insurance and foreign exchange markets.

Commercial banks offer similar services but are particularly in-
terested in private customers’ accounts, encouraging them to use their
current account, deposit account, savings account, and credit facilities.
They will lend money against security, in the form of overdrafts
and loans, pay accounts regularly by standing orders, and transfer
credits through the bank giro system. Essentially, the difference bet-
ween merchant and commercial banks is the latter’s availability to
customers with their numerous branches throughout a country or
worldwide, their low charges and the laws which govern the way each
bank handles its affairs.

Interest Rate

The interest rate which the commercial bank charges borrowers
and pays to depositors is influenced by the interest rate which is
quoted from time to time by central banks of the states. If the central
bank recommends that the interest rates will have to rise, then the
commercial banks and most other financial institutions will also raise
their interest rates.

Arise in the interest rate will make borrowing more expensive and
saving more attractive.

The government may use the interest rate to regulate through the
central bank the economic climate of the country. This means that if
borrowing becomes more expensive, businessmen will become more
reluctant to borrow and expand their business, but if it falls, then they
will probably become more active.

50



Creation of Credit
Lending receipts

It might now occur to some goldsmiths that instead of lending
gold to their borrowers they could just lend receipts. In fact, they
could write receipts to an amount in access of the gold they had in
their vaults. As long as the goldsmiths were the only ones to know
that there was not enough gold to back the receipts, there would be no
problem. It is not the fact that there is gold in the vaults that enables
the receipts to circulate as money. It is only important that people
think there is gold in the vaults.

Redeeming receipts and financial panic

Of course, the goldsmiths are running a risk. Suppose they find
they cannot redeem one of their receipts. The result will be a run
on the establishment as people try to claim their deposits before the
gold is completely exhausted. Now the goldsmiths are in trouble
unless they can raise the loan from their friends. The friends will
probably be glad to oblige if they can. A financial panic is beginning
and if it is not stopped other goldsmiths will find their depositors
demanding payment. Unless the panic can be stopped a wave of
bankruptcies will follow. If the financial panic spreads, losses are
imposed on those who hold receipts but find the vaults bare when
they go to redeem those receipts. Clearly the panic would never have
started had people firmly believed that there was enough gold to
match the receipts outstanding. In that case, the receipts would have
continued circulating as money.

Implications for Banking Operations

There are three possible solutions to these financial panics.

1) Convince the public that there is more gold in the vaults than
there really is.

2) Prevent more receipts from circulating than there is gold on
hand.

3) Do away with a metallic reserve altogether.
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We will consider these points in terms of goldsmiths acting as
bankers.

Maintaining public health. 1t is of course possible to fool some
of the people all the time, to paraphrase Abraham Lincoln. But it is
extraordinary difficult to convince a population that money is backed
by gold when it is not. Suppose paper money (receipts) is issued in
excess of the gold available. The slightest doubt in the public’s mind
can be easily resolved to the banker’s (goldsmith’s) confusion by
presenting the money for gold. If the gold is not there, its absence
will be soon apparent. Furthermore, the first in line to get gold will be
successful while later ones will not. There is a tremendous incentive
not to be too trusting of a bank’s ability to pay on demand.

Limiting paper money. If banks were forced to limit the issuance
of paper money to the gold in their vaults, the problem will disappear.
There would be a 100 percent reserve against all paper money, and
anybody could exchange paper money for gold at any time. As a result
they probably wouldn’t bother.

But this solution means that the quantity of money is tied directly to
the supply of gold and has no relation to current economic conditions.
In a period when the economy is expanding, any expansion of the
money supply would await increased mining activity or new gold
discovery. Alternatively, a new gold discovery might mean an in-
crease in the money supply when there was no economic need for such
an expansion. There can be serious economic effects from differential
rates of growth between the money supply and the economy.

Abolishing metallic reserve. Doing away with a metallic reserve
altogether is the final rationalization of the position that it is not the
metallic backing that determines the value of money. The value of
money is determined by what it can buy, not by the character of the
reserves.

However, if paper unsupported by metal is to circulate, somebody
in whom the people have confidence has to assert that the paper is,
in fact, money. The government takes over the printing of paper mo-
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ney and coins as a monopoly and calls all else counterfeiting. The
government calls what it produces “legal tender for all debts public
and private”, and thus creates money.

Some time in the future we may have what is called “cashless”
society. Money becomes a number stored in a computer, and our che-
ques are plastic cards inserted in a terminal. By then, the goldsmiths
will have faded into the past. Money will be strictly an abstract con-
cept — a pure unit of account and store of value.

What Should a Banking System Do?

Banks accept deposits into savings and checking accounts from
depositors such as you. For a fee they will protect your deposits and
handle the paperwork of clearing checks and accounting for your
withdrawals and deposits. This fee may take the form of service
charge, or the bank may pay less than the market rate of interest on
your deposits.

At the same time banks buy earning assets such as government
bonds and loan or IOU money to depositors. The banks receive
interest from such transactions. The difference between interest
and charges received, and interest and expenses paid, becomes the
banks’ profit.

A banking system can be judged to be a good one if it satisfies
the reasonable desires of the public for security, service, and the ef-
ficient provision of loan funds for withdrawal funds for worthwhile
purposes. However, there are legitimate national economic targets
in which the banking system should play a contributing role. Such
targets as full employment and price stability may require actions
that are at variance with the concerns of the banks as private
businesses.

Through many decades of experience we have learned that govern-
ment regulation of the banking industry is a necessary and legitimate
government activity. The government must stand ready to serve as the
ultimate guarantor of the money supply. And the money supply is such
an important economic variable that its control simply cannot be left
in the hands of the private banking system.

53



Profit-Making and Banking Risks:

1) granting loans to corporate and individual customers;

2) charging. Banks make profit by interest payments on overdrawn
accounts;

3) lending on the money market;

4) investing in sound shares and securities.

In their pursuit of high profit the banks sometimes get involved in
risky operations fraught with bankruptcy. That is why the government
takes measures to minimize the danger of banks going broke. Every
bank is obliged to take out insurance against robbery or bankruptcy
lest the clients should lose their money in any case.

Text 2

Development of the U.S. Banking System

In the center of the U.S. banking system is the Federal Reserve
System (FRS), which was established in 1913. The FRS, or the Fed
as it is usually called, did not just suddenly appear. It was the cul-
mination of a long history of debate and controversy about the appro-
priate structure for a banking system. Much of this history resolves
around attempts by legislatures, both at the federal and state levels, to
control banks. The debate stemmed from the dual function banks were
expected to perform.

The Dual Functions of Banks

1. In a moneyed economy, a bank is a necessary institution for
the handling and storing of money. The risk involved in individuals
or businesses keeping their money as a perfectly liquid asset is too
great.

2. Banks can make loans to people who want to borrow, but be-
cause these loans create demand deposits that are part of the money
supply, they must be controlled. The demand for bank loans (bank
credit) is particularly strong when the business is prosperous and ex-
panding. In history, such periods have been associated with times
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of rapid settlement and industrialization. The banks have served a
necessary purpose in making credit available to finance such develop-
ment. However, if the banks are too enthusiastic about creating credit,
the result is a succession of bank failures.

Banking Legislation

Banking legislation during the nineteenth century was characteri-
zed by a series of attempts, first, to restrict the ability of the banking
system to overexpand the supply of credit available and, second, to
lend the prestige of the government to the credit that was created.
But the schemes came to nothing as the financial panics of 1973,
1884, 1893, 1903, and 1907 clearly demonstrated. These panics were
accompanied by bank failures and the loss of accumulated savings by
depositors.

The ultimate source of the problem was that the supply of credit
was not flexible enough. The total money supply was tied to gold and
silver and therefore could not be expanded to meet needs. What was
needed was a money supply managed by a central monetary authority
to meet economic conditions and to guarantee the safety of banks and
the currency. As we have already noted, when the banking system is
always able to meet depositors’ demands for money, there is no need
to withdraw.

The Federal Reserve System

Formation. The serious financial panic of 1907 convinced people
that the formation ofa central bank was essential. The Federal Reserve
Act of 1913, which set up the Fed, was the compromise rising out of
this controversy. Instead of a single central bank, the Federal Reserve
Act divided the country into twelve Federal Reserve districts, each
with its own central bank. The boards of directors for these twelve
banks were not made up of bankers alone but of appointees who
were both bankers and representatives of the community at large.
A Federal Reserve board was established in Washington to oversee
the operations of the whole system, but initially it had very little
power.
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Structure and operation

1. All banks chartered by (that is, licensed to operate as a bank by
the federal government) were required to become the members of the
Fed. These are known as national banks. All other banks chartered by
state governments were encouraged, but not required to join.

2. To give it increased credibility, the new system was to become
the bank for the federal government. The US Treasury had previously
performed this function.

3. Member banks were required to keep a proportion of their depo-
sit liabilities with the Fed as a reserve, called the reserve requirement.
The Fed was to apply strict auditing rules to member banks.

4. Each Federal reserve bank was empowered to issue a new natio-
nal currency, called federal reserve notes.

5. The Federal reserve banks were authorized to loan to member
banks at rates of interest determined by the Fed. The idea was this: if
a bank found itself short of funds to pay depositors, it could turn to the
Federal Reserve Bank in the district for help.

The new system of national banking cannot be said to have taken
the banking community by storm. All 7,597 national banks were, by
law, members of the Fed in 1915. But only 17 of the 19,793 state
chartered banks had joined in the first year.

Growth of the Fed

Even today, there are more banks outside the Fed than there are
in it. But the assets of those banks that are members by far exceed
the assets of those banks that are not. The Fed dominates the U.S.
banking system today, and even those banks that are not members are
influenced by its actions.

The Fed’s growth to a dominating position was, not surprisingly,
slow. The banking community had to be convinced that membership
was worthwhile and that the system itself was going to succeed. At
the beginning nobody really understood what a central bank was sup-
posed to do. But two world wars and the Great Depression were
effective schools for imparting an understanding of the principles
of central banking. There is no doubt that the Fed has made many

56



mistakes, some of severe consequences for the economy. What is not
so clear is whether the Fed has made more serious mistakes than the
system it replaced might have made.

The Fed has come to realize over time that its main function is
to control the money supply, thus enabling the economy to achieve
its domestic and international goals. Instead of passively waiting for
member banks to come to borrow, the Fed acts continuously hit a
target growth rate of the money supply. Further, the whole question
of protecting the bank depositors was resolved by ensuring deposits
through The Federal Deposit Insurance Corporation. As a result of
those charges, the power of the twelve district Federal banks has
declined and power of the Board of Governors (the former Federal
Reserve Board) in Washington has expanded enormously.

Text 3

Stock Market Activities of the Banks
and Modern Global Crises

Wilson Ervin, the chief risk officer at Credit Suisse, a large Swiss
bank, cannot pinpoint the precise moment he knew something was
up. But signs of the gathering subprime storm in America started to
trigger alarms in late 2006.

Data from the bank’s trading desks and from mortgage servicers
showed that conditions in the subprime market were worsening, and
the bank decided to cut down on its exposures. At the same time
Credit Suisse’s proprietary risk model, designed to simulate the effect
of crises, signaled a problem with the amount of risk adjusted capital
absorbed by its portfolio of leveraged loans. It duly started hedging its
exposure to these assets as well. Mr Ervin could not have guessed at
the sheer scale of what was coming. For nine months now, banks have
been in a panic: hoarding cash, nervous of weaknesses in their own
balance sheets and even more nervous of their counterparties.

More damaging still, money-market funds have steered clear
of banks as well. The drying-up of liquidity not only created havoc
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in the backrooms of the financial system. It also wrecked the front
door, thanks to the dramatic collapse of Bear Stearns, an 85-year-old
Wall Street investment bank, which in March was offered emergency
from the Federal Reserve, was bought for a song by JPMorgan Chase
funding to the investment banks for the rest time since the 1930s, and
there were bank bail-outs in Britain and Germany, too.

The economic effects are set to be just as striking. According
to a study of previous crises by Carmen Reinhart of the University
of Maryland and Ken Rogo of Harvard, banking blow-outs lop an
average of two percentage points off output growth per person. The
worst crises reduce growth by five percentage points from their peak,
and it takes more than three years for growth to regain pre-crisis
levels. With so much at stake, if the banks mess up, regulators and
politicians are now asking fundamental questions. Should banks be
allowed to take on as much debt? Can they be trusted to make their
own assessment of the risks they run? Bankers themselves accept the
need for change. We’ve totally lost our credibility, says one senior
European banker.

To regain trust, banks will not need to be totally bomb-proof. Safe
banks are easy enough to create: just push up their capital require-
ments to 90% of assets, force them to have secured funding for three
years or tell them they can invest only in Treasury bonds. But that
would severely compromise their ability to provide credit, so a more
realistic approach is needed. This special report will ask how banks
should be run and regulated so that the next time boom turns to bust
the outcome will be less miserable for all concerned. If the crisis were
simply about the creditworthiness of underlying assets, that question
would be simpler to answer.

The problem has been as much about confidence as about money.
Modern financial systems contain a mass of amplifiers that multiply
the impact of both losses and gains, creating huge uncertainty. Stan-
dard & Poor’s, one of the big credit rating agencies, has estimated that
financial institutions’ total write-downs on subprime-asset-backed
securities will reach $285 billion, more than $150 billion of which
has already been disclosed. Yet less than half that total comes from
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projected losses on the underlying mortgages. The rest is down to
those amplifiers.

One is the use of derivatives to create exposures to assets with-
out actually having to own them. For example, those infamous col-
lateralised debt obligations (CDOs) contained synthetic exposures to
subprime-asset-backed securities worth a whopping $75 billion. The
value of loans being written does not set a ceiling on the amount of
losses they can generate. The boss of one big investment bank says
he would like to see much more certainty around the clearing and
settlement of credit-default swaps, a market with an insanely large
notional value of $62 trillion.

The number of outstanding claims greatly exceeds the number
of bonds. It’s very murky at the moment. The second amplifier is the
application of fair-value accounting, which requires many institutions
to mark the value of assets to current market prices. That price can
overshoot both on the way up and on the way down, particularly when
buyers are thin on the ground and sellers are distressed.

When downward price movements can themselves trigger the
need to unwind investments, further depressing prices, they soon be-
come self-reinforcing. The third amplifier is counterparty risk, the
effect of one institution getting into trouble on those it deals with. The
decision by the Fed to offer emergency liquidity to Bear Stearns and
to facilitate its acquisition by JPMorgan Chase had less to do with the
size of Bear’s balance sheet than with its central role in markets for
credit-default and interest rate swaps.

Trying to model the impact of counterparty risk is horribly chal-
lenging, says Stuart Gulliver, head of HSBC’s wholesale banking arm.
First-order effects are easier to think through: a ratings downgrade of
a monocline bond insurer cuts the value of the insurance policy it has
written. But what about the second-order effect, the cost of replacing
that same policy with another insurer in a spooked market?

The biggest amplifier of all, though, is excessive leverage. Ac-
cording to Koos Timmermans, the chief risk officer at ING, a big
Dutch institution, three types of leverage helped propel the boom and
have now accentuated the bust.
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First, many banks and other financial institutions loaded up on
debt in order to increase their returns on equity when asset prices
were rising. The leverage ratio at Bear Stearns rose from 26.0 in 2005
(meaning that total assets were 26 times the value of shareholders’
equity) to 32.8 in 2007.

Second, financial institutions were exposed to product leverage
via complex instruments, such as CDOs, which needed only a
slight deterioration in the value of underlying assets for losses to
escalate rapidly. And third, they overindulged in liquidity leverage,
using structured investment vehicles (SIVs) or relying too much on
wholesale markets to exploit the difference between borrowing cheap
short term money and investing in higher-yielding long-term assets.
The combined effect was that falls in asset values cut deep into equity
and triggered margin calls from lenders. The drying-up of liquidity
had an immediate impact because debt was being rolled over so
frequently.

That is not to suggest that the credit crunch is solely the res-
ponsibility of the banks, or that all of them are to blame. Banks come
in all shapes and sizes, large and small, conservative and risk-hungry.
Alfredo Saenz, the chief executive of Santander, a Spanish retail giant,
recalls attending a round-table of European bank bosses during the
good times at which all the executives were asked about their strategic
vision. Most of them talked about securitization and derivatives, but
when it was Mr Séenz’s turn, he touted old-fashioned efficiency. He
did not get any questions.

There were “clever” banks and “stupid” banks, he says. We were
considered one of the stupid ones. No longer. Beyond the banks, a
host of other institutions must take some of the blame for the credit
crunch. The credit-rating agencies had rose-tinted expectations about
default rates for subprime mortgages. The monolines took the ill-fated
decision to start insuring structured credit. Unregulated entities issued
many of the dodgiest mortgages in America.

And no explanation of the boom can ignore the wall of money,
much of it from Asia and oil-producing countries that was looking
for high returns in a world of low interest rates. It is indisputable
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that the global glut of liquidity played a role in the ‘reach for yield’
phenomenon and that this reach for yield led to strong demand for
and supply of complex structured products, says Gerald Corrigan, a
partner at Goldman Sachs.

Many blame the central banks: tougher monetary policy would
have encouraged investors to steer towards more liquid products.
Others blame the investors themselves, many of whom relied on
AAA ratings without questioning why they were delivering such high
yields.

Out of the current turmoil may come some good, in the shape of a
more sophisticated understanding of risk, a more transparent system
of securitisation and a greater awareness of the incentives embedded
in pay structures, as well as a new approach to regulation that ties
capital and liquidity requirements to the risks banks take throughout
the cycle. Just do not expect it to produce a permanent solution to the
problem of financial excess.

Text 4

Commercial Bank Facilities

Current Accounts

Current accounts can be used by anyone provided they can supply
a reference or references. The advantages of the account include
cheque payments if there are funds in the account.

Among banking instruments there are bank cards which also act
as cheque cards allowing money to be drawn from cash dispensers or
ATMs even when the bank is closed.

Although cheques can be drawn immediately, they will take
three working days before the amount is debited or credited to the
account.

When depositing cash or cheques, a paying-in slip is used to record
the deposit, the counterfoil with the bank’s stamp and cashier’s initials
being proof that the deposit was made.
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Itis possible to overdraw an account, i.e. take out more money than
there is in credit, but this can be only done with the bank’s manager’s
agreement, otherwise the customer’s cheque may not be honoured.
However many banks offer special current accounts where overdraft
facilities are automatically included, for an extra charge.

As a rule, interest is not paid on current accounts. Credit balances
and charges are made for transactions. However, there are special
current accounts which have certain requirements, e.g. a minimum
balance, which offers interest. Many firms have more than one current
account, e.g. N1 account for paying wages and overheads and N2
accounts for paying suppliers.

Deposit Accounts

Deposit accounts do pay interest to a maximum established by
the bank, but the customer can be asked to give notice of withdrawal,
and can only withdraw on a withdrawal slip handed in at the branch
where the account is kept. No chequebook is supplied, and there are
no overdraft facilities.

Banks offer various types of other accounts, e.g. a budget account,
where the bank will pay a customer’s bill spread over a twelve-month
period. And there are numerous savings accounts, on which interest
is paid according to the credit balance of the account and the period
that is left for. With some of these accounts there are penalties for
withdrawing money before the agreed date.

Account Statements

Banks will normally give statements to both deposit and current
holders about once every three months, or more frequently if required
by the account holders. Statements give a detailed account on a day-
to-day basis of all money and cheques, which have either been paid
into account or withdrawn from the account.

Credit Cards

Credit cards offer credit facilities to customers making purchases
in shops, and for a basic charge plus interest calculated monthly, the
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customer can buy goods up to a limit on most cards. Visa, Mastercard
and others are internationally recognized and act as a cheque and cash
card and can be used for automatic debiting when a customer pays for
goods in a shop or affects other payments.

Standing Orders and Direct Debits

Customers making regular payments, such as rent or mortgage
repayments, can ask the bank to transfer the money of the payee on
a particular day every month. A standing order or direct debit is one
method of doing this. In the latter case, however, once the instructions
are given for, say, a period of a year, the order cannot be cancelled
unless the payee agrees.

Loans and Overdrafts

Loans and overdrafts for large amounts are usually allowed on
a formal agreement. A loan will usually be covered by a negotiable
security, e.g. shares with repayment specified on the agreement. Inte-
rest in some countries is controlled by law through imposing interest
rates and by market forces. The money for a loan is immediately de-
posited in the customer’s account. With an overdraft, however, the
customer is given permission to overdraw an account up to a certain
limit.

Recently banks have had more freedom in lending and investing.
They are allowed to offer mortgages to their customers. Mortgage is
a type of lending money to customers to buy real estate with the bank
buying the property for the customer and the customer repaying over a
twenty / twenty-five-year period. In addition, there is a range of other
financial and investment services the bank offers. For example, many
banks in the world act as brokers and dealers on the stock market to
buy securities on a customer’s behalf.

Checking accounts in commercial banks

Checking accounts in commercial banks called “demand deposits”
by economists are a part of the money supply. Checks written by
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against these deposits can be used to buy things and the deposits are
a store of value. It is true you may be asked to provide identification
when cashing a check, but essentially you can use a check in the same
way as paper money. What a cheque does is authorize the person to
whom it is made to take part of the deposit in the bank. In January
2008 demand deposits totaled $265.3 billion.

The value of coins and paper currency together with the demand
deposits total $372.6 billion and economists call this combination the
money supply. In January 2008 the money supply was made up of
29 percent coin and paper currency and 71 percent demand deposits.
These are the most liquid financial assets, which means that they
can be used most easily and directly to buy things. Also, with one
exception, they do not earn interest. You can take out of a checking
account only the amount you have put in.

Savings Accounts

Savings accounts earn interest but in most cases you cannot
write a check against them. Because they are less liquid than
checking accounts, they cannot be used as money. (Now accounts-
negotiable orders of withdrawal constitute the only exception to
this; they are a form of savings account against which checks can
be written.) At the same time, it is an easy matter for us to transfer
a deposit from your savings account to our checking account;
sometimes it only requires a phone call. In addition, there are time
deposits in commercial banks that are a form of savings account
generally held by businesses.

International banking

There are two internationally accepted methods of payment, i.e.
bills of exchange and documentary credits.

Abill of exchange (B/E) is an order sent by the drawer (the person
asking for the money/exporter) to the drawee (the person paying /im-
porter) stating that the drawee will pay on demand or at a specified
time, the amount shown on the bill. If the drawee accepts the bill, they
will sign their name on the face of it and date it.
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The bill can be paid to a bank named by the drawer, or the drawee
can name the bank they want to use to clear the bill. In the latter case
the bill will be kept at the drawer’s bank until it is to be paid. When
the bill is due, it is presented to the paying bank. Such bills are said to
be domiciled with the bank holding them.

It is possible to send the bill directly to the drawee, if they are
well-known to the drawer.

A sight bill or sight draft is paid on presentation. In a document
against payment (D/P) transaction, the sight bill is presented to the
importer with the shipping documents, and the importer pays imme-
diately, i.e. on presentation or at sight.

A bill paid days after sight (D/S) can be paid on or within the
number of days specified on the bill. For example, 30 days after sight
(or 30 D/S) means that the bill can be paid thirty days after it has
been presented. A bill which is paid after a period of time is called a
usance.

In a documents against acceptance (D/A) transaction, the bank
will ask the drawee to accept the bill before handing over the shipping
documents.

The bills of exchange drawn or payable in another country are
known as foreign bills, and those used within the country in which
they are drawn up — as inland bills. A clean bill is one that is not
accompanied by shipping documents.

The advantage to the exporter of payment by bill is that the draft
can be discounted, i.e. sold to a bank at a percentage less than its va-
lue, the percentage being decided by the current market rates of dis-
counting. So even if the bill is marked 90 days after sight, the exporter
can get their money immediately by selling it to a bank. The bank,
however, will only discount the bill if the buyer has a good reputation.
The advantage for the importer is that they are given credit, provided
the bill is not a sight draft.

Bills can be negotiable if they are endorsed (signed on the back) by
the drawer. For example, if the drawer of the bill wanted to pay ano-
ther manufacturer, he could sign on the back of the bill, i.e. endorse
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it, and the bill would become payable to the person who owned it.
The drawer can endorse it specifically, i.e. make it payable only to the
person named on the bill.

A dishonoured bill is one that is not paid on the due date. In this
case the exporter will protest the bill; they will go to a lawyer, who
will, after a warning, take legal action to recover the debt.

There is also a Cash Against Documents transaction (CAD), where
the documents are handed over to the importer when cash has been
paid. In these transactions, of course, there is no bill of exchange and
the importer (buyer) is not given credit.

Documentary Credits

A bill of exchange might be dishonoured, or an order might be
cancelled. However, these risks can be reduced by issuing a letter of
credit, which is a more binding form of payment.

Letters of credit (L/C) have been used for centuries in one form or
another to enable travellers to obtain money from foreign banks. The
process begins with the traveller asking their bank to open a letter of
credit in their favour, i.e. for a specific amount of money to be debited
to their account. The bank then drafts a letter, which will allow the
traveller to draw money on foreign banks with whom the traveller’s
home bank has an agreement. The foreign banks will then draw on the
home bank to recover their payments.

For individual travellers, credit cards have largely replaced this
method of obtaining money, but documentary credits (letters of credit
accompanied by documents) are widely used in foreign trade.

There are two types of letter of credit: revocable, i.e. those that
can be cancelled, and irrevocable, i.e. those that cannot be cancelled
except with the agreement of the seller. The first type is very rarely
used these days.

Documentary credits are governed by the International Chamber
of Commerce (ICC) code of practice, known as the Uniform Customs
and Practice (UCP) for Documentary Credits. The current code is ICC
publication No. 500 as is generally referred to as UCP 500.
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Shipping Documents

The following are the essential documents which accompany a
documentary credit:

— bill of lading;

— commercial invoice;

— insurance certificate.

Other documents which, in specific cases, it might also be neces-
sary to include are:

— customs form;

— certificate of origin (i.e. a certificate showing where goods were
made, which is used to prevent goods from outside coming into free
trade area or customs union without being taxed);

— consular invoice (i.e. an invoice, or sometimes a stamp on the
commercial invoice, giving permission for goods to be imported, is-
sued by the consulate in the importing country);

— certificate of inspection (i.e. certificate signed by agents to
ensure the customer is getting goods of the type and quality they
ordered);

— health certificate.

With Electronic Data Interexchange (EDI) many of the relevant
documents can be completed on computer templates to the exporter’s
specific requirements and transferred by email. In this case the pay-
ment is made by SWIFT, the international bankers’ computerized
transfer of funds.

The Stages of Documentary Credit Transaction

The stages in an irrevocable documentary credit transaction are
as follows:

1. The importer (buyer) asks their bank to issue a letter of credit
in favour of the exporter (seller). The importer applies for a letter of
credit by filling out a form. This gives the following details:

— type of credit (i.e. revocable or irrevocable);

— beneficiary (the person receiving the money);

— amount;
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—how long the credit will be available for (i.e. valid until a certain
date);

— documents involved in the transaction (e.g. bill of lading, com-
mercial invoice, insurance certificate);

— description of goods.

2. The importer’s bank (called the issuing bank, as it issues the
letter of credit) asks a bank in the seller’s country to advise the seller
that a letter of credit has been issued in their favour. The issuing
bank may also ask the bank in the seller’s country to confirm the
letter of credit (i.e. promise to see that the conditions of payment are
fulfilled). For these reasons the bank in the seller’s country is called
the confirming or advising bank.

3. The exporters dispatch the consignment to the importers and
present the shipping documents (bill of lading, commercial invoice,
insurance certificate, etc.) to the confirming bank.

4. The exporters draw a bill of exchange on the confirming bank.
The bank pays exporters against the bill and then sends the shipping
documents to the issuing bank.

5. The issuing bank checks the documents and pays the confirming
bank.

6. The issuing bank releases the shipping documents to the im-
porters and debits their account.

7. The importers collect the consignment by presenting the ship-
ping documents to the shipper.

Standby Letter of Credit

Exporters may require a guarantee to make sure that they are paid.
This is frequently done by means of a standby letter of credit where
the bank will pay the exporters if, for any reason, the importers do
not pay. It is often used when there is a contract involving several
shipments and the exporters want to get part of or all of their payment
at once. In some countries, the USA for example, standby letters of
credit are preferred to bank guarantees and have the advantage of
being subject to the Uniform Customs and Practice (UCP500) for
Documentary Credits.
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Buyer/Importer | Issuing bank Advising / Seller/Exporter
Confirming
Bank
Asks his or her | Asks bank in Advises Dispatches
bank to opena | buyer’s country | seller of the consignment
letter of credit to advise transaction and | to the buyer
in favour of the | or confirm may confirm and presents
seller the shipping payment against | the shipping
documents a B/E drawn on | documents to
it, if that has the advising /
been arranged confirming bank
The buyer gets | Releases Pays seller
the consignment | the shipping or discounts
by presenting documents to B/E drawn on
the shipping the buyer or it and sends
company agent bank the shipping
in his or her documents to
country against | the issuing bank
payment. in the buyer’s
country

7. Match the terms (A) and their definitions (B), translate into Rus-
sian.

A
a) profit; b) damage; c) legislation; d) securities; e) indebtedness,
1) deposit; g) currency, h) price; i) charge, j) to finance, k) certifica-
te of origin, 1) consular invoice; m) certificate of inspection;
n) Electronic Data Interexchange (EDI), o) revocable letter of credit;
p) irrevocable letter of credit; q) documentary credit; r) Cash Against
Documents transaction (CAD); s) a dishonored bill; t) a negotiable
bill; u) a discounted draft; v) a clean bill; w) a sight bill/ sight draft;
x) a bill of exchange (B/E); y) a drawer; z) a drawee, a’) to overdraw
an account.

B

1. The documents handed over to the importer when cash has been

paid.
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2. A document or sometimes a stamp on a document, giving per-
mission for goods to be imported, issued by the consulate in the
importing country.

3. A sum of money that has to be paid as a price, especially for
services.

4. Sold to a bank at a percentage less than its value.

5. The relevant documents completed on computer templates to
the exporters, specific requirements and transferred by email.

6. Any kind of money, which is in general use like cash, any
generally accepted means of payment.

7. A debt receipt that is not paid on the due date.

8. A letter of credit that can be cancelled.

9. Paid on presentation.

10. Not accompanied by shipping documents.

11. A document showing where goods were made, which is used
to prevent goods from outside coming into free trade area or customs
union without being taxed.

12. Investments generally, especially stocks, shares, bonds which
are bought as investments.

13. A paper signed by agents to ensure the customer is getting
goods of the type and quality they ordered.

14. A person asking for the money/exporter.

15. Harm, loss of value caused by being broken or spoilt.

16. A debt receipt endorsed (signed on the back) by the drawer.

17. A letter of credit accompanied by documents.

18. Laws, especially statute laws, i.e. Act of Parliament in Britain
or Act of Congress in the USA.

19. To take out more money than there is in credit.

20. A letter of credit that cannot be cancelled except with the ag-
reement of the seller.

21. The difference between the price received for a product and
the amount paid as reward to the factors of production.

22. To provide or arrange means of payment.

23. A loose-leaf sheet supplied by a bank to each customer, giving
details of all debits and credits made.
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24. An order sent by the drawer to the drawee.

25. Money or its equivalent deposited with a person or organiza-
tion, especially a bank, for safe-keeping, or as security, or to bear
interest.

26. A person paying /importer.

27. The rate at which a commodity can be exchanged for another
commodity or for money.

28. A sum owed, debts in general.

8. Fill in the blanks by inserting the following, translate into Rus-
sian.
A

a) safekeeping; b) veins; c) profit; d)guarantor; e) the Federal De-
posit Insurance Corporation; f) chartered; g) demands; h) to bor-
row, i) the Federal Reserve System, j) handling; k) storing; 1) to
overdraw, m) losses and gains; n) tougher, o) statements; p) security,
q) an account; r) mortgage, s) money supply; t) liquid; u) interest;
v) accepts, w) to confirm; x) guarantee; y) standby.

B

1. The first banking house was associated with goldsmiths who
took in their customers’ silver and gold for ... .

2. Presently, banking system is considered to be ... of the econo-
my.

3. The difference between interest and charges received, and in-
terest and expenses paid becomes the banks’ ... .

4. The government must stand ready to serve as the ultimate ... of
the money supply.

5. Further, the whole question of protecting the bank depositors
was resolved by ensuring deposits through ... .

6. All banks ... by (that is licensed to operate as a bank) by the
federal government were required to become the members of the Fed.
These are known as national banks.

7. When the banking system is always able to meet depositors’ ...
for money, there is no need to withdraw.
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8. Banks can make loans to people who want ..., but because these
loans create demand deposits that are part of the money supply, they
must be controlled.

9. At the center of the U.S. banking system is ..., which was es-
tablished in 1913.

10. In a moneyed economy, a bank is a necessary institution for
the ... and ... of money.

11. It is possible ... an account, i.e. take out more money than there
is in credit.

12. Modern financial systems contain a mass of amplifiers that
multiply the impact of both ... ... , creating huge uncertainty.

13. ... monetary policy of the government would have encouraged
investors to steer towards more liquid products.

14. ... give a detailed account, on a day-to-day basis, of all money
and cheques will have either been paid into account or withdrawn
from the account.

15. A loan will usually be covered by a negotiable ..., e.g. shares
with repayment specified on the agreement.

16. With an overdraft, however, the customer is given permission
to overdraw ... up to a certain limit.

17. ... is a type of lending money to customers to buy real estate
with the bank buying the property for the customer and the customer
repaying over a twenty/twenty-five-year period.

18. The value of coins and paper currency together with the de-
mand deposits total $372.6 billion and economists call this combi-
nation the ... .

19. These are the most ... financial assets, which means that they
can be used most easily and directly to buy things.

20. Savings accounts ... earn but in most cases you cannot write a
check against them.

21. If the drawee ... the bill, they will sign their name on the face
of it and date it.

22. The issuing bank may also ask the bank in the seller’s country
... the letter of credit (i.e. promise to see that the conditions of payment
are fulfilled).
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23. ... letters of credit are preferred to bank guarantees and have
the advantage of being subject to the Uniform Customs and Practice
for Documentary Credits (UCP500).

24. Exporters may require a ... to make sure that they are paid.

9. Prove or disapprove the following, using the corresponding facts
from texts 1—4, translate into Russian:

— the banks have been the principal actors in the drama of the latest
global economic crises, as victims as well as villains;

— banking is aimed at saving and increasing their depositors’
assets;

— central banks are the main regulators of the money supply in
their states.

10. Do sight intepreting of text 1 into Russian.

11. Render texts 2 and 4 in Russian.

12. Do a written translation of text 3.

Part II. Translation from Russian into English
1. Read texts 1 and 2, pick out the banking terms and give their En-
glish equivalents from task 1, Part 1.

2. Compare the Russian and the US central banks functioning —
same or different, do sight interpreting of the different Russian cen-
tral bank functions into English.

Text 1

KpeantHo-6aHKOBCKas cucTeMa, ee CTPYKTYpa U PYHKLUU

KpenutHas cucrema — 3TO KOMIUIEKC BaJIOTHO-(DHHAHCOBBIX
YUpEKIEHUH, NPU3BAHHBIX PETyIUPOBaTh SKOHOMHUKY MOCpEl-
CTBOM HM3MEHEHHs] HaxoIsiIuxcs B oOpameHnn naeHer. CoBpeMeH-
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Hasi KpeUTHO-0aHKOBCKAasi CUCTEMa COCTOMUT U3 TpeX 3BeHbeB: LleH-
TpanbHbIi 6aHk (LB), koMmMepueckue OaHKH, CrIEITUAIM3UPOBAHHBIC
KpeAUTHO-(pMHAHCOBBIE UHCTUTYTHI.

Ha xaxiom u3 Tpex ypOBHEH BBIIOIHSIOTCS COOTBETCTBYIOINE
(byHKIMU.

1. JleHexxHo-xo3siicTBeHHbIe (yHKIMH (paboTra ¢ JACHbramu
BKJIAJTYMKOB, CACIKU TI0 XPaHEHUIO, IPEIOCTAaBICHHE KPEAUTa, Mpe-
JocTaBlIeHNe UHPOPMAIMH, KOHCYIBTHPOBAHUE U JIP.) OCYIIECTBIIS-
FOTCS KPEAUTHBIMU MHCTUTYTaMH (OaHKaMH).

2. Perynupyromue ¢pyHKunu (yCTaHOBJICHUE YUYETHOM CTaBKH, yC-
TaHOBJIEHUE PE3EPBOB U T.II.) ocylecTBisoTcs LlenTpanbHbiM OaH-
KOM M BEIOMCTBAMH 110 HAJ30DYy.

3. PernmamenTtupytonye GyHKIUN (KOHTPOJIb YaCTHBIX OAHKOB U
T.I.) ocymecTBistoTcs LleHTpanbHbiM OaHKOM M MUHHCTEPCTBOM
(uHAHCOB.

[TepBoIii ypoBEHb KPEIUTHO-OAHKOBCKOW CHUCTEMBI TIPEICTABIICH
LenTpanbHbiM GaHKOM.

B ero ¢yHkumm BXOOUT SMHUCCHS (BBITYCK) OAHKHOT, XpaHEHHUE
rOCy/IapCTBEHHBIX 30JI0TOBATIOTHBIX PE3EPBOB, XpaHEHUE PE3EPBHOTO
¢boHIa APYTrUX KPEAUTHBIX YUPEKACHHUH, TIIaBHBIM 00pa3oM KOMMeEp-
YeCKUX OaHKOB, JCHEKHO-KPEIAUTHOE PETyIUpOBaHHE SKOHOMMKH,
KpPEeIUTOBaHHE KOMMEPUYECKUX OAHKOB M OCYIIECTBJICHHE KacCOBOTO
00CITy’)KMBaHHA TOCYIaPCTBEHHBIX YUPEXKJACHUMN, MPOBEICHUE pacye-
TOB Y NEPEBOJIHBIX ONEpaLMii, KOHTPOJIb 32 JAESITEIbHOCTBIO KPEINT-
HBIX YUPEKICHUH.

KoneuHoii 1ienbio Bcex 3THX (YHKIUH SBISETCS IPOBEACHUE Jie-
HEKHOU MOJTUTUKU. J[eHexkHas MOIUTUKA — 3TO yIpaBJIEHUE YPOB-
HEM TIPOIIEHTA, BETMUMHON JEHEKHON MACCHl U KPEIUTOB. YIIpaBJe-
HUE YPOBHEM IPOLIEHTA OCYIIECTBISETCS IMMyTeM ONpPEeNICHUS] YPOB-
HS yYE€THOM CTaBKM MPOIIEHTA. DTO HOpPMa MPOLIEHTa, 110 KoTopoi [1b
MPECTaBIAET KPATKOCPOUHBIE KPEAUTHI KOMMEPUECKHM OaHKaM.

Kommepueckne 6aHKu A1 OCYIIECTBICHHUS CBOCH NESITEIbHOCTH
oepyT kpeauT y L{b o onpeneneHHblid TPOLIEHT, T.€. YYETHYIO CTaB-
Ky (ckaxemMm, 80%). baHku nmpenocTaBiIsiOT MOTy4YE€HHBIE CPEICTBA
CBOMM KJIMEHTaM IO/ MPOLEHT, KOTOPbIi BBIIIE YYETHOTO (CKa)XeM,
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100%). Ecnu L1b mOBBICUT y4YEeTHYIO CTaBKy MpPOLIEHTAa, TO KOMMeEp-
Yyeckue OaHKH MOJHMMYT CTaBKY HPOIEHTa CBOMM KiueHTaMm. Eciu
b cHU3UT yYETHYIO CTaBKY, TO K€ CAMOE CJIEJat0T KOMMEpPUECKUE
Oanku. Takum oOpazom, LB BO3meHCTBYeT Ha SKOHOMUKY, TTPOBOJIS
MOJUTHKY «JEIIEBBIX» WU «IOPOTHX» JCHET, YTOObI CTUMYIHPOBAThH
VI OXJIAJIUTh JI€JIOBYIO AKTUBHOCTb.

VipaBieHue BEJIMYMHON JEHEAKHON MaccChl OCYIIECTBISIETCS 10-
CPEICTBOM ONpE/ETICHUsT HOPMBI 00s13aTeNbHBIX pe3epBoB. B coor-
BETCTBUU C 3aKOHOM YacTb CPEJICTB KOMMEpUYECKHUe OaHKH 00si3aHbI
XpaHUTh B BUJE pe3epna B LIb. Pazmep »Toro pezepBa ycTaHaBInBa-
et LUb. [Ipu ero cHImXeHUN y KOMMEPUYECKUX OAHKOB PaCHIMPSIOTCS
BO3MOXHOCTH Pa3MeIaTh IEHbI'U CPEIU CBOUX KIIMEHTOB, ICHEKHAs
Macca B crpaHe pacteT. C yBeJIMUEHUEM pe3epBa NPEIJIOKEHUE Jie-
HET COKpallaeTcs, [IeHa Ha HUX, T.€. YPOBEHb IIPOLIEHTA, BO3PACTAET,
JIEHbTU CTAHOBATCS «aoporumm». [lonmuTuka pezepBoB, MpOBOAUMAS
IIb, — »TO Hamboee KECTKUH WHCTPYMEHT JCHEKHO-KPEIUTHOTO
perynupoBanus. OHa MPUMEHSAETCS KaK CPEACTBO OBICTPOTO CHKATHS
1100 pacHIMpeHus B CTpaHe KPeIUTHOM MacChl.

VopaBneHue KpeauTaMH BOIUIOIIAETCS IMOCPEICTBOM METO/A
«OIlepalliy Ha OTKPBITOM pbIHKE», korna IIb mpomsBoaut kymuio-
nponaxy ueHHsix Oymar. Ecnu 1B nponaeT nennsie Oymaru, TO OH
MOJTy4aeT B3aMEH JICHEKHbBIE CPEACTBA, KOIUYECTBO JICHET B oOparie-
HUU COKpallaeTcs, MPOLEHT BO3pAacTaeT, JCHbIU OMSATh CTAHOBATCS
noporumu. Ecim xe 1B mokymaer nieHHbie OyMaru, To 3TO PUBOIUT
K MaJICHUI0 HOPMBI MPOLIEHTA U «YAEUIEBICHUIO» JCHET. DTOT METO.
npumensiercss [1b mis mpoBeneHust 1100 SKCIIAaHCHBHOW (ITOKYTIKA)
MOJIUTHKY, JINOO PECTPUKIMH (OrpaHUYCHUE TMPOAAXKHU) JCHEKHOU
MAacCBhl.

BTopoii ypoBeHb KpeIuTHO-O0AHKOBCKOW CHCTEMBI TPECTABICH
KOMMEPUYECKUMHU OaHKaMH, KOTOpbIE HEMOCPEACTBEHHO PadOoTaloT ¢
KIMEHTaMH — (DU3MYECKUMHU U I0PUINYECKUMU JINIIAMU.

I[To Bumam coBepiiaeMbIxX onepanuii 6aHKH MOTYT ObITh YHUBEp-
CaJbHBIMU WM CHEIHaTN3UpOoBaHHBIMH. KoMMepueckue OaHKu Kak
KPEIUTHBIE HHCTUTYTHI UTPAIOT OOJIBIIYIO POJIb B PETYITHPOBAHHH Jie-
HEXHOM Macchl, OCYLIECTBIISS CAEAYIOLIME ONEPaLUU:
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—  aKKyMyJUpPOBaHHE BPEMEHHO CBOOOIHBIX  JIEHEKHBIX
CPEICTB;

— MPEeNOCTaBICHNE KPETUTOB;

— CO3/IaHHME KPEIUTHBIX JICHET,

— SMUCCHS LICHHBIX Oymar.

[IpuBnedyeHne K pa3MENICHUIO JIEHEKHBIX CPEICTB OAaHKU OCY-
HICCTBIIIOT Yepe3 MPOBEACHHUE CIICIYIOMNX BHIOB OMEPAIIHN:

— MpsIMOE KPEAWTOBAHHKE, T.C. BbIa4a CCY/IbI;

— OaHKOBCKHME MHBECTHUINH, T.€. IPHOOpeTeHNne OAaHKOM aKIuil 1
ooHMTaInii;

— (axkTOpHHT, T.€. HHKaCCUPOBAaHUE TEOMTOPCKON 3aI0JIKEHHO-
CTH KJIUEHTA;

— TpacTOBbIE ONEpaIuy, T.€. ONEPALMHU 0 YIPABICHUIO KalluTa-
JIOM KITUEHTOB.

K mpuunHam, BBI3BIBAIONIMM HapyIICHHUS B (DyHKIIMOHUPOBAHUU
OAHKOBCKON CHUCTEMBbI, OTHOCATCS:

— HeCTaOWJIBHOCTh Kypca HallMOHAJIBHOM BaJIIOTHI;

— HEeyJauHas ACHEXKHO-KpeauTHas noaurtrka Lb;

— Hepa3yMHasi HaJIOTOBasl OJINTHKA;

— OTCYTCTBHUE CHCTEMBI CTPaXOBaHUs JAETIO3UTOB.

K mepam 1o crabunuzanum KpeaIuTHO-0aHKOBCKOW CHCTEMBI OT-
HOCSITCS:

— COBEPIIEHCTBOBaHNE OAHKOBCKOTO 3aKOHOIATEIHCTBA;

— MpPHUBEIEHUE B COOTBETCTBUE YPOBHS MUHUMAJIbHBIX OAHKOB-
CKUX PE3E€PBOB U YPOBHS YUETHOUH CTABKHU;

— pa3BUTHE HOBBIX (POPM KPEAUTHO-OAHKOBCKHUX YCIIYT U pery-
JUPOBAHUE EMKOCTH KPEIUTHOTO PhIHKA.

Text 2

OcHoBHble pyHKUHUH LleHTpanbHOro 6aHka He3aBUCMMOrO
rocyaapcrea

OcHoBHoii 3a1aueti [leHTpansHOTO OaHKA HE3aBUCUMOTO rOCy1ap-
CTBa MPUHATO CUHUTATH NOAACPIKAHUEC BHEIIIHEN U BHYTpeHHef/’I cTra-
OWJILHOCTH HAITMOHAJLHOW BaJTFOTHI.
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[ToMuMO yromsiHyTOH BbILLIE IJIaBHOM 3aJa4d CYLIECTBYET U J10-
nonHUTeNnbHas: L[eHTpoOaHK MomKeH 00ecieynuTh HAIeKHOCTh (PH-
HAHCOBOH cucTeMbl U 3PPEeKTUBHOCTH GYHKIIMOHUPOBAHHS CUCTEMBI
IJIaTexken.

TpaguunonusiMu pyHkuusMu LleHTpanbHOro 6aHka CUUTAIOTCS
CIIeAyIOIINe:

1) BbICTynaTh B posiu OaHKa-dMUTEHTA JICHEKHBIX 3HAKOB;

2) oka3bIBaTh MPABUTEIHCTBY OMOIIb B pa3paboTKe U MpoBese-
HUU JICHE)KHO-KPEIUTHON TOJIMTUKU, BKJIIOYAsl PEryJupoBaHUE 00-
MEHHOTO Kypca M yIpaBlIeHHE MEeKIyHAPOIHBIMH PE3epBaAMH;

3) ObITh OaHKHPOM OAHKOB, B TOM YHCJIE KPEIUTOPOM MOCIeIHEN
MHCTaHIIH;

4) opraHu30BBIBaThH, KOHTPOJIUPOBATH U, IPU HEOOXOUMOCTH, yTI-
PaBIATh CUCTEMOUW KIMPHHTA, IJIATEXKEN U PACUETOB;

5) OBITH AJIs MIPaBUTENBCTBA OAHKUPOM / (PUCKAIBHBIM areéHTOM
/ pUHAHCOBBIM COBETHUKOM, YHPABIISIONIM TOCYyAapCTBEHHBIM J0JI-
TOM.

B nomonnenue K 3TUM mATH OCHOBHBIM QyHKIMSIM LleHTpobank
MOYKET TaK¥Ke:

— BBICTYTIaTh B POJIM 5KOHOMHUYECKOTO COBETHHKA MPAaBUTEIHCTBA
U MapiaMeHTa;

— OCYIIECTBIIATh HAA30p 3a (PMHAHCOBBIMH YUPEKACHUSIMH, B
YaCTHOCTH, OaHKaMHU,

— TeyaraTh JCHbIH.

Opnako 0OBIYHO €CTh U ApYyTue opranusanuu, kpome Llenrpodan-
Ka, KOTOpBIE OCYIIECTBISIOT HAA30p 3a OaHKAMU M I1€YaTaoT JCHb-
TH.

Jli1s BRIOSTHEHHUST 0aHKOM YKa3aHHBIX (DYHKITI HEOOXOTUMBI CO-
OTBETCTBYIOILIME BCIIOMOTATENIbHBIE CIYXKObI, 3aHUMAIOIIUECs OyXy-
YETOM M BHYTPEHHEW peBU3MeH, cOOpoM u 00pabOTKOW MEPBUYHOM
uHboOpMaIMK, yNpPaBICHUEM XpaHWIMIIAMH, obecriedueHueM 0e30-
NaCHOCTH M aIMUHMCTPATHUBHBIMH BOIIPOCAMH, BKIIIOYAs MOIO0DP H
MOJITOTOBKY KaJIpOB.

Hewns0exxHo OyayT BO3HUKATH CIIOPHI OTHOCHUTENIFHO 3HAYCHHUS U
HEOOXOAMMOCTH HEKOTOPBIX U3 EPEUUCICHHBIX PyHKIUN. B yacTHO-
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CTH, BO MHOTHX CTpaHax BEJUCH J1e0aThl 10 MOBOIY JKeIaeMOil cTere-
HU He3aBucUMOCTH LleHTpobanka B BOmpocax BHITOTHEHUS OCHOBHBIX
(YHKIMIA U BBITEKAIOLIEH OTCIOJIa CTENEHH €r0 CaMOCTOATEIbHOCTH
npu pa3paboTKe U MPOBEACHUU MOJUTUKA OOMEHHOTO Kypca M KOH-
TPOJIS 3a ACATEIBHOCTHIO OAHKOB — JIOJIKEH €ro OCyIecTBIsATh Llen-
TPOOAHK WIIH JPYTOil OTHOCUTEIILHO HE3aBUCHMBIN OpTaH.

OnHUM U3 OCHOBHBIX apTYMEHTOB B I0JIb3y HE3aBUCUMOCTHU OaH-
Ka SIBJISIETCS TO, YTO OHAa OOECIIEUMBACT 3AIIUTY OT MOJIUTHYECKOTO
JIaBJIEHUsI, KOTOPOE MOXET BO3HHMKHYThH, B YACTHOCTH, TOTJa, KOTAA
PYKOBOJCTBO MPOXOJHT Yepe3 MpoLeaypy nepenzopanust. OmxHako ams
TOTO, UTOOBI HE3aBUCUMOCThL OaHKa Oblila YCTOMUMBOM, €€ HE0OX0 -
MO cOaJlaHCUPOBaTh MOJAOTYETHOCTHIO: [[eHTpoOaHK, HAXOMAIHIACS
O] MOCTOSTHHBIM KOHTPOJIEM IMPaBUTENbCTBA, MOXKET paboTaTh He-
3¢ HEeKTUBHO, 0COOCHHO B YCIOBHSIX MHQIISAIINH.

JIByMsi OCHOBHBIMHU BO3PKEHUSIMH MPOTUB HE3aBUCUMOCTHU SB-
JSTFOTCSL:

1) HEOOXOAMMOCTh CKOOPAMHHUPOBAHHOCTH JEHEKHO-KPEAUTHOMN
1 QUCKAIBHOM MOTUTHUKH;

2) 00s3aHHOCTD M30paHHBIX O(PHUIMATBHBIX JUI] OTBEYaTh 32 yC-
NeX WM IPOBaJl MAaKPOIKOHOMHUYECKOH MOJUTHKH, B CBSI3U C YEM OHHU
JIOJKHBI UMMETh BO3MOXKHOCTD HAPaBIISTh 3Ty MOJUTHKY.

[Tocnennue roapl HAOMIONATACH TEHICHIINS K 00€CTIeueHII0 O0ITb-
el HezaBucumoctu LlenTpobanka u Gojee MUPOKOM ITTAaCHOCTH B
TeX CIIydasiX, KOrJa MPaBUTEIbCTBO CTPEMHUTCS YCTAHOBHUTD HaJl HUM
CBOI KOHTPOJIb.

3. Render the operations of Russian universal and specialized banks
in English.

4. Do a written translation of text 1 into English paying attention to
the banking terms and their contextual use.

5. Translate the following quotes into English.

= HeHTpaJ’IBHLIf/'I 0aHK — 3TO 63HK, IIpH IMOMOIIU KOTOPOTO I'o-
CyaapCTBO BMCIIUBACTCA B AC€JIa HACTHBIX 0aHKOB U KOTOpBIfI, B OTJIN-
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YKe 0T HUX, MOXKET caM neyatarsb HyxHble eMy JeHbru (K. ['enmept u
K. [Tar).

= luBmwin3anus — 3TO cTaaus pa3BUTHs O0IIECTBA, HA KOTO-
PO HUYETo Helb3s crenarh 06e3 puaancupoBanus (boo Xoym).

= baHKpoThl — MOOOYHBIA MPOAYKT MPOLBETAIOIINX OaHKOB
(OmBapn Mokens).

= @OUHAHCUCT — 3TO pPOCTOBUIMK ¢ (antazueit (Aptyp Ilu-
HEpO).

= 3a JeHbI'W HeNb3sl KyNUTh ApPYyra, 3aT0 MOXHO MPUOOPECTH
BparoB nonpunnanee (Podept Duaproc Musumken).

= bupka — 3T0 XpaM HOBEHUIINX S3bIYHUKOB: UX OOT'H — CITUT-
KU WIN KPY)KKH 30JI0Ta; UX CBAThIE MKOHBI — OAHKOBCKHE OMJIETHI
WIM TOCYJapCTBEHHBbIE OOMUraluu; HUX OJaro4ecTHBBIC YIpaXKHe-
HUSI — CIIEKY/ISIIMU Ha TOBBIIICHUN WM MOHWKEHUH (OHIOB; Ha-
KOHeIl, uX nokasinue — nukBuaanus (Hukomait Makapos).

= Bawm npeacrout ponruii myTh B OM3HECE, €CIH BBl HAYYUTECh
OLICHMBATh IU(PbI MOYTH TAK e OBICTPO M MPOHULIATEIILHO, KaK XO-
PpOIIMIi 3HATOK XapaKTEpOB pacro3HaeT cBoux cobecennukon (I'enpu
Jetepaunr).

= OUHAHCOBBIC PHIHKK HE MOTYT MPaBWILHO YYUTHIBATh OyIIy-
iee — OHU BOOOIIIEe HE YUYUTBIBAIOT OYIyIIET0, OHU MTOMOTatoT c(hop-
mupoBarts ero (>xopmx Copoc).

= lopbkast paBia COCTOUT B TOM, YTO OOJIBIITUHCTBO O€THBIX
JIONIEH B MUpPE BCE €Ille HE UMEET YCTOWYMBOTO JOCTyNa K (hUHAH-
COBBIM yciyram, Oy/ib TO BKJIaJbl, KPEAUTOBAHUE WM CTPAXOBAHUE
(Kodu Annan).



Unit 1V

ACCOUNTING AND REPORTING

Part I. Translation from Russian into English

1. Give Russian equivalents of the following accounting terms:

1.

> w

22.

P_NaW

account / current account /
account receivable / account
payable

account stays in the red /

in the black

assets / fixed assets

balance sheet / trial balance /
balance sheet equation

bill, to bill

bond

cash payment

capital account

charge

. checkbook
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.

check stub

claim

contractor

credit / to credit

current ratio

day-to-day liquidity

entry / to enter /double entry
estimate / to estimate
expense / accrued expenses
financial position

index of the financial state
of a business income
income / income equation

23.

24.

25

26.
27.
28.
29.
30.
31.

32.
33.
34.
35.
36.
37.
38.
39.
40.

41.
42.
43,
. worksheet / spreadsheet
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inventory invoice /write up
an invoice
journal / day book

. journal (book) of first try

(first entry)

journalizing

layout

liabilities

loss / net loss

mortgage

note / note payable / note
receivable

profit / net profit

property (plant and equipment)
real estate

reference / posting reference
report

revenue

sales tickets

securities / marketable securities
statement / capital statement
tax / income tax/ deferred
income tax

total / to total

understate, overstate
withdrawal / to withdraw



2. Read texts 1—3, study the following, paying attention to terms
and their contextual use; translate into Russian:

a) the accounting concepts and procedures;

b) structure and contents of the financial statements.

3. Read texts 1—3, transfer the non-equivalent lexemes into Russian
using the corresponding rules.

4. Read texts 1—3, pick out the idiomatic expressions and give their
Russian equivalents.

5. Read texts 1—3, pick out the abbreviations, give their full forms
and Russian equivalents.

Text 1

Essentials of Accounting

You’ve heard the saying that nothing happens until someone sells
something. After that sale, accounting takes over as the basic activity
of business.

The Three Questions

Every business asks three key questions:

e How much money came in?

e  Where did the money go?

e How much money is left?

The answer to each question can come only from the practice
known of accounting. Like other practices such as medicine and law,
accounting has its own vocabulary. In many ways accounting is the
language of business.

Accounting can become quite complex. It has a high MEGO
factor. MEGO stands for that state of mental saturation when “My
Eyes Glaze Over” in stupefaction. An exasperated student was once
overheard complaining, “Who ever thought addition and subtraction
could be this hard?”
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Accounting is one of our oldest skills. That started around 3500—
3100 B.C. The earliest collections of understandable writing track
how many bushels of grain came into the king’s warehouse. From the
very beginning of commerce, counting stuff such as clay tablets made
it possible. The tablets also told who had brought in the grain and how
much the king had taken.

Hold the image of cash as water in your mind for another moment.
It can easily evaporate. It can easily trickle away. You now begin to
appreciate how important tracking of what happens to that cash can
be. As a manager you assign resources: people, cash, materials, time.
You need some way of knowing where your resources are, what they
should be doing, and how well they’re doing it.

The Accounting System

You need an accounting system that’s the right size to handle the
demands of your business. It also has to be well designed so that it
gives you the information you need. Many businesses can be managed
successfully with nothing more complicated than a checkbook regis-
ter. As volume increases, however, you may go to a manual system
or a computer spreadsheet. Higher volumes and more transactions
demand a computerized system.

To start another image in your mind, your accounting system is the
plumbing of your business. It is the way you direct, match, and track
your resources. What were the sales of Product X?

How much time did Bob spend on Project Y? Am I over my tra-
vel budget for the year? These answers come from your accounting
system.

Think Like an Owner

The key to becoming a successful manager is to start thinking
like an owner. You need an accounting system that meets your re-
quirements for that. The information an accounting system provides
has two faces — external and internal. To provide these two different
views, your accounting system divides into two parts — financial
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accounting and management accounting. Each of these areas is a
separate discipline in its own right.

Financial accounting is the face your business shows to the out-
side world. Here the daily “gozinta” and “gozouta” become the fi-
nancial statements that you present to your bank, your stockholders
and investors, and taxing authorities. “Gozinta” and “gozouta” are
sophisticated accounting terms representing the generic sum of all
inputs into an entity and the generic sum of all outputs from that
same entity. The smart manager keeps in mind that those liquid as-
sets are just coming into or going out of the business. Those are the
basics in accounting.

These financial statements are basically historical records that co-
ver a particular time period. It could be yesterday or a year. Each has
certain valuable information to help managers make decisions.

Management accounting can be thought of as real-time account-
ing. It provides the information you need to run your business, and it
begins with day-to-day record keeping. Gathering this information
on the “gozinta” and “gozouta” forms the basis for many of your ma-
nagerial decisions.

These numbers can be sliced and diced many ways to help you do
your job.

Accounting from the Bottom Up

To get to the answer to the above-mentioned three questions that
every business asks —

e How much money came in?

e  Where did the money go?

e How much money is left?
we need to understand several ideas. We’re going to start from the
simplest and work our way up to the financial statements that will
answer our questions. Our explanation of accounting will also follow
history: accounting developed slowly over the last 500 years to the
sophisticated computer systems and highly specialized accounting
standards we use today.
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Bookkeeping and Accounting

Many people confuse bookkeeping and accounting. They think
that bookkeeping is accounting. Bookkeeping is the act of recording
transactions in the accounting system in accordance with the account-
ing principles. Accounting is the way we set up the system, the prin-
ciples behind it, and the ways we check the system to make sure that
it is working properly. Accounting ensures that bookkeeping is honest
and accurate and, through financial accounting and management
accounting, it provides people outside and inside the business with
the picture they need of where the company’s money is.

Accountants developed bookkeeping procedures as a way to or-
ganize records, to classify the many transactions that take place.
Transaction is any event that affects the financial position of the
enterprise and requires recording. In some transactions, such as de-
positing a check, money changes hands. Butin others, such as sending
an invoice to a customer, no money changes hands. Bookkeeping
puts related transactions together into groups so that their impact
on the accounting equation can be recorded and analyzed. When we
put several transactions together into one account, we’re creating
complete set of accounts, i.e. a ledger. It is the “reference book”
of the accounting system and is used to classify and summarize
transactions and to prepare data for financial statements. It is also a
valuable source of information for managerial purposes, giving, for
example, the amount of sales for the period or the cash balance at
the end of the period. It is desirable to establish a systematic method
of identifying and locating each account in the ledger. The chart of
accounts, sometimes called the code of accounts, is a listing of the
accounts in the accounting system by title and numerical description.
In some companies, the chart of accounts may run to hundreds of
items. Some of them may be used every day, such as Cash, and some
rarely or even never.

In designing a numbering structure for the accounts, it is important
to provide adequate flexibility to permit expansion without having to
revise the basic system. Generally, blocks of numbers are assigned to
various groups of accounts, such as assets, liabilities, and so on. There

84



are various systems of coding, depending on the needs and desires of
the company.

Hence each account has a ledger, which that lists all its trans-
actions. Every transaction is entered twice, in two ledgers, once
as a credit and once as a debit. The individual lines in a ledger
are called entries. In a manual system, each entry is first put on
a master page called the journal, or book of first try (first entry),
and then copied to the appropriate individual account pages. As a
result, the books stay in balance; the total of all credits equals the
total of all debits.

Double Entry

The first principle of accounting we need to understand is called
double-entry bookkeeping. Each transaction made in the accounting
system is entered twice. No, this does not mean we are keeping two
sets of books. We enter every transaction twice, to show where the
money comes from and where it is going. An Italian monk, Luca
Pacioli, gets the credit for developing double entry in 1494, although
it first appeared some 50 years earlier. Next time you think you’re
getting confused by double entry, remember this. It’s been around for
more than 500 years.

Most of the people who used it didn’t know how to program VCRs.
You are way ahead at the start.

Automatic Accounting

Even though all accounting systems are double entry, on many
computerized accounting systems we enter each number only
once. How does it do that? The computer maintains a chart of
accounts. The bookkeeper enters the transaction in one account
(say, the bank’s checkbook) and then selects another account
(perhaps a particular type of expense). When the bookkeeper clicks
OK, the transaction is recorded in both accounts. The computer
automatically takes care of the second entry, keeping the books in
balance. Program instructions also block transactions that do not
fit the accounting equation.
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Try paying your rent out of your insurance account. It won’t
work.

There are two big advantages of computerized accounting sys-
tems. One is that they make it hard to make errors. The other is that
you enter the information once, and then see it in several different
ways: as data entry screens, account ledgers, and reports.

Accounting is concerned with three basic concepts:

e assets,
o liabilities,
e cquity.

Assets are what a business owns or is owed. Examples are real
estate, equipment, cash, inventory, accounts receivable (tangible as-
sets), patents and copyrights (intangible assets).

Liabilities are what a business owes. Examples are debt, taxes,
overheads, accounts payable, and warranty claims.

Equity is cash that owners or stockholders have put into the bu-
siness plus their accumulated claims on the assets of the business. It
is also known as owner s equity or stockholder s equity, depending on
how the business is organized.

Account is a place where we record amounts of money involved
in transactions. An account shows the total amount of money in one
place as a result of all transactions affecting that account.

An account may be defined as a record of the increases, decreases,
and balances in an individual item of asset, liability, capital, income
(revenue), or expense.

The simplest form of the account is known as the T-account be-
cause it resembles the letter 7. The account has three parts:

1) the name of the account and the account number,

2) the debit side (left side), and

3) the credit side (right side).

The abbreviations for debit and credit are Dr. and Cr. respectively.
The increases are entered on the credit side of a T-account, the de-
creases on the debit side. The balance (the excess of the total of one
side over the total of the other) is inserted near the last figure on the
side with the larger amount. If the excess of the total is on the credit
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side of the account (the balance is positive) they say that the account
stays in the black. In case of the credit side total excess the account
stays in the red.

The Journal

The journal, or day book, is the book of original entry for ac-
counting data.

Afterwards the data is transferred or posted to the ledger, the book
of subsequent or secondary entry. The various transactions are eviden-
ced by sales tickets, purchase invoices, check stubs, and so on. On the
basis of this evidence, the transactions are entered in chronological
order in the journal. The process is called journalizing.

A number of different journals may be used in a business. For our
purposes, they may be grouped into general journals and specialized
journals.

Journalizing

The entries in the general journal have the following compo-
nents:

1. Date. The year, month, and day of the first entry are written
in the date column. The year and month do not have to be repeated
for the additional entries until a new month occurs or a new page is
needed.

2. Description. The account title to be debited is entered on the
first line, next to the date column. The name of the account to be
credited is entered on the line below and indented.

3. PR. (Posting Reference). Nothing is entered in this column until
the particular entry is posted, that is until the amounts are transferred
to the related ledger accounts.

4. Debit. The debit amount for each account is entered in this
column.

Generally, there is only one item, but there could be two or more
separate items.

5. Credit. The credit amount for each account is entered in this
column.
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Here again, there is generally only one account, but there could be
two or more accounts involved with different amounts.

6. Explanation. A brief description of the transaction is usually
made on the line below the credit. Generally, a blank line is left
between the explanation and the next entry.

Posting

The process of transferring information from the journal to the
ledger for the purpose of summarizing is called posting and is or-
dinarily carried out in the following steps:

1. Record the amount and date. The date and the amounts of the
debits and credits are entered in the appropriate accounts.

2. Record the posting reference in the account. The number of the
journal page is entered in the account.

Let’s use a series of T-accounts to trace a small job all the way
through a business. Let’s say you do some work for a customer and
you take along a contractor as an assistant. You invoice the client, the
client pays. Also, the contractor bills you.

How does this look in double-entry bookkeeping, illustrated with
T-accounts? Let’s walk through it one step at a time.

Your customer calls you and asks you to do the work. You plan
the job, put it on the schedule, and arrange for the contractor to come
with you. All of this is important business, but none of it shows up in
accounting. No transaction has happened yet; if the appointment falls
through, you will not get paid anything.

You go and do the work and the contractor comes with you.

The customer tells you they are happy with the work and looks for-
ward to receiving your invoice, which they’ll pay promptly. The
contractor says they’ll send you a bill and you promise to pay within
one month. Still, no transaction has occurred. If no invoices are sent
and no one gets paid, then it’s as if you’d worked for free.

The next day, you write up an invoice for $1,000 and mail it to the
customer. The invoice has gone out, now a transaction has occurred. In
a pair of T-accounts for writing a check to buy $100 of office supplies
it looks like this:
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Assets: Corporate Checking

Debit Credit
6/7 $100

Expenses: Office Supplies

Debit Credit
6/7 $100 6/7 $100

Notice that we always record a date (6/7) for each transaction.

Income: Consulting Services

Debit Credit
6/2 $1,000

Assets: Accounts Receivable

Debit Credit
6/2 $1,000 6/7 $100

What do these two diagrams mean?

The first one says that on June 2 the company received $1,000 in
income. How is this possible if you haven’t got a check yet? Because
in accounting, we count the money as coming in when we bill it. Why?
Because the money we are owed is an asset and we want to keep track
of'it. It is of value to our company. We could go to a bank and borrow
against the money our customers are due to pay us. So, the value of the
company has increased, from an accountant’s perspective.

It is worth $1,000 more than the day before, because income has
come in. So we have a credit to income — money coming in. The
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balancing T-account is a debit to assets. But if our assets have increas-
ed, why do we debit them? This is one odd aspect of accounting. Asset
accounts are debit accounts. So a debit to an asset is an increase of
money in the company.

But in double-entry bookkeeping, all transactions are entered twi-
ce, so that all accounts are balanced. That is a fundamental rule of
accounting. If the income account goes up (is credited) by $1,000,
then a debit for $1,000 must show up somewhere else. It shows up
in Assets — Accounts Receivable, as we see in the second T-account
diagram.

Accounts receivable is an account that shows all the money that
you are owed by everyone. Accounts receivable is an asset account.
That is, it is one of the accounts that show how much money is in the
company.

The next day you receive a bill in the mail from your subcon-
tractor.

This is another transaction. You enter the bill in your accounting
ledger or system to show that you owe it the money. The T-accounts
look like this:

Expenses: Subcontractor

Debit Credit
6/3 $200

Liabilities: Accounts Payable

Debit Credit

6/3 $200

Together, these two T-accounts say that your company has a $200
expense and owes a subcontractor $200. Even though you haven’t
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paid the bill yet, your company owes the money, so the value of the
company is $200 less than it was.

At the end of the week you receive a $1,000 check from your
customer and deposit it into the corporate checking account. Again,
two T-accounts record this in your accounting system. These two dia-
grams may seem backwards. But remember: all asset accounts are
debit accounts, so an entry in the debit column is an increase to the
account and an entry to the credit column is a decrease.

Now you feel like your business is up and running. You feel so
good that you want to pay your subcontractor’s bill. Still, you can’t —
the check from the customer hasn’t had time to clear by the bank.
While you’re waiting for the check to clear, you ask those three basic
questions all managers want to know:

e how much money came in?

e where did the money go?

e how much money is left?

Since you’ve entered every transaction, your accounting system
should be able to answer those questions. The questions are answered
in reports called financial statements.

The Trial Balance

As every transaction results in an equal amount of debits and cre-
dits in the ledger, the total of all debit entries in the ledger should equal
the total of all credit entries. At the end of the accounting period, we
check this equality by preparing a two-column schedule called a trial
balance, which compares the total of all debit balances with the total
of all credit balances. The procedure is as follows:

1. List account titles in numerical order.

2. Record balances of each account, entering debit balances in the
left column and credit balances in the right column.

3. Add the columns and record the totals.

4. Compare the totals. They must be the same.

If the totals agree, the trial balance is in balance, indicating that
debits and credits are equal for the hundreds or thousands of trans-
actions entered in the ledger. While the trial balance provides an
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arithmetic proof of the accuracy of the records, it does not provide
a theoretical proof. For example, if the purchase of equipment was
incorrectly charged to Expense, the trial balance columns may agree,
but theoretically the accounts would be wrong, as Expense would be
overstated and Equipment understated.

In addition to providing proof of arithmetic accuracy in accounts,
the trial balance facilitates the preparation of the periodic financial
statements.

Generally, the trial balance comprises the first two columns of a
worksheet, from which financial statements are prepared.

Text 2

Financial Statements

After just one job, it’s pretty easy to understand the accounts in the
ledger. But when we’ve entered dozens, hundreds, or even thousands
of transactions — think how many customers come into a restaurant
every day — we need reports that show us what’s going on, i.e. finan-
cial statements.

GAAP: The “Rules” of Financial Reporting

The standard format for recording and reporting financial
transactions is outlined in guidelines, or rules, called Generally
Accepted Accounting Principles (GAAP). These guidelines are
published by the accounting profession. They are intended to be
the foundation upon which report readers can gauge a company’s
progress, compare one company or one accounting period with
another, and generally judge the financial effectiveness of its
management efforts.

Financial statements are a set of accounting documents prepared
for a business that cover a particular time period and describe the
financial health of the business. The two most important financial
statements are the income and expense statement (or profit and loss
account) and the balance sheet.
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If you’re using a computerized accounting package, you simply
go to the reports menu, select the report you want, select the start
and end dates, and print it out. But, rather than relying on the magic
of a computer program, let’s walk through the process of building
our financial statements, so that you can see how accounting moves
from the recording of each transaction to the presentation of useful
reports.

The income and expense statement shows details and totals of
income accounts and expense accounts. Note that it does not show
individual journal entries. From this report we don’t know if we did
one job or three jobs — just that the total was $1,000 of contracting
jobs billed. Revenue or gross income is all the money that has come
in, without considering expenses. Net income is gross income less
total expenses, that is, it’s the amount of money we’ve made after
expenses. Net income is a key factor in business success. When we’re
spending more than we’re making, that money is a negative number,
called net loss.

The income and expense statement is useful, but it doesn’t show
the whole picture. For example, it doesn’t tell us how much money
we have in the bank account or even whether or not we’ve paid
our subcontractor. To get the rest of the picture, we need a balance
sheet.

Now we see that, even though we have $1,000 in the checking
account, we owe $200 to someone, so our company is worth only
$800. In simple terms, equity is the financial value, or worth, of a
company.

Getting a Handle on Financial Statements

Tracing changes in the balance sheet to the income and expense
statement (profit and loss account) is more than just an exercise. It
is the fastest way to get a handle on accounting. Sure, the first few
times, it feels like you’re banging your head against a wall. But keep
at it. A good manager will check over his or her financial statements
every month or at least every quarter. Once you understand them,
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financial statements help you keep the pulse of your business. If
you look at them regularly, they also help you see changes as they
happen, so you can detect problems before they become too big to
handle.

e Income and expense statements always have a period, from a
beginning date to an ending date.

e Balance sheets have a single date, reporting the status of the
company on that date.

e An income and expense statement shows the change in the
balance sheet from the start date to the end date of the income and
expense statement.

Income and expense statement (profit and loss account) is a
document that shows all of the gozinta and gozouta for a business
during a particular period of time. Sometimes it is just called an
income statement. Revenue is a synonym for income, so this can also
be called a statement of revenue. The income statement is also known
as a profit and loss statement, an operating statement, or a statement of
operations. The income statement may be defined as a summary of the
revenue (income), expenses, and net income of a business entity for
a specific period of time. Let us review the meanings of the elements
entering into the income statement.

Revenue is the increase in capital resulting from the delivery of
goods or rendering of services by the business. In amount the revenue
is equal to the cash and receivables gained in compensation for the
goods delivered or services rendered. Revenue includes gross income
from the sale of products or services. It may be designated as sales,
income from fees, and so on, to indicate gross income. The gross
amount is reduced by sales returns and by sales discounts to arrive at
net sales.

Cost of Goods Sold. The inventory of a merchandising business
consists of goods on hand at the beginning of the accounting period
and those on hand at the end of the accounting period. The beginning
inventory appears in the income statement and is added to purchases
to arrive at the cost of goods available for sale. Ending inventory is
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deducted from the cost of goods available for sale to arrive at the cost
of goods sold.

Expenses is the decrease in capital caused by the business’s re-
venue-producing operations. In amount, the expense is equal to
the value of goods and services used up or consumed in obtaining
revenue.

Operating Expenses includes all expenses or resources consumed
in obtaining revenue. Operating expenses are further divided into
two groups. Selling expenses are related to the promotion and sale of
the company’s product or service. Generally, one individual is held
accountable for this function, and his or her performance is measured
by the results in increasing sales and maintaining selling expenses at
an established level. General and administrative expenses are those
related to the overall activities of the business, such as the salaries of
the president and other officers. When preparing income statements,
list expenses from highest to lowest except Miscellaneous, which is
always last, no matter how large the amount may be.

Net income is the increase in capital resulting from profitable
operation of a business; it is the excess of revenue over expenses for
the accounting period.

It is important to note that a cash receipt qualifies as revenue only
if it serves to increase capital. Similarly, a cash payment is an expense
only if it decreases capital. Thus, for instance, borrowing cash from a
bank does not contribute to revenue.

In many companies, there are hundreds and perhaps thousands
of income and expense transactions a month. To lump all these
transactions under one account would be very cumbersome and
would, in addition, make it impossible to show relationships among
the various items. To solve this problem, we set up a temporary
set of income and expense accounts. The net difference of these
accounts, the net profit or net loss, is then transferred as one figure
to the capital account.

Balance sheet is a financial statement that shows the financial
position — that is, the assets, liabilities, and value (equity) — of a
company on a particular day.
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The financial condition or position of a business enterprise is re-
presented by the relationship of assets to liabilities and capital.

Assets are properties that are owned and have money value — for
instance, cash, inventory, buildings, and equipment.

Current Assets are assets reasonably expected to be converted into
cash or used in the current operation of the business (generally taken
as one year). Examples are cash, notes receivable, accounts receivable,
inventory, and prepaid expenses.

Other Assets are various assets other than current assets, fixed
assets, or assets to which specific captions are given. For instance,
the caption “Investments” would be used if significant sums were
invested. Companies often show a caption for intangible assets such
as patents or goodwill.

In other cases, there may be a separate caption for deferred
charges. If, however, the amounts are not large in relation to total
assets, various items may be grouped under one caption, “Other
Assets.”

Property, plant and equipment are long-lived assets used in the
production of goods or services. These assets, sometimes called fixed
assets, or plant assets, are used in the operation of the business rather
than being held for sale, as are inventory items.

Liabilities are amounts owed to outsiders, such as notes payable,
accounts payable, and bonds payable.

Current Liabilities are debts that must be satisfied from current
assets within the next operating period, usually one year. Examples
are accounts payable, notes payable, the current portion of long-term
debt, and various accrued items such as salaries payable and taxes
payable.

Long-term liabilities are liabilities that are payable beyond the
next year.

The most common examples are bonds payable and mortgages
payable.

These three basic elements are connected by a fundamental re-
lationship called the accounting equation. This equation expresses the
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equality of the assets on one side with the claims of the creditors and
owners on the other side:
Assets = Liabilities + Owner’s Equity.

All accounts placed on the balance sheet are assigned a type. These
are the most basic types of accounts:

— income,

— expense,

— asset,

— liability,

— equity.

The information needed for the balance sheet items are the net
balances at the end of the period, rather than the total for the period
as in the income statement. Thus, management wants to know the
balance of cash in the bank and the balance of inventory, equipment,
etc., on hand at the end of the period.

The balance sheet may then be defined as a statement showing
the assets, liabilities, and capital of a business entity at a specific
date. This statement is also called a statement of financial position or
statement of financial condition.

Among the items of the balance sheet are the following:

Accounts receivable are the money due from customers for goods
and services.

Marketable securities are stocks, bonds, or other financial instru-
ments held by the company.

Inventory is goods available for sale.

Fixed assets are the property, plant, and equipment of the com-
pany.

Accounts payable are the money the company owes to vendors for
good or services rendered.

Notes payable are a loan or obligation to be paid, current portion
of a long-term debt.

Income taxes payable are taxes due in the current year.

Accrued expenses are expenses that will be due but have not yet
been paid.
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Deferred income taxes are an estimate of the taxes that would be
due if assets were sold at the stated value.

There are some other accounts that have some inherent risk. The
accounts receivable may not all collect. If the inventory is particularly
high, that could be a sign that the product is not moving. The balance
sheet consists of many accounts that are actually estimates, which
may or may not come true. Understanding the potential limitations
helps when considering the balance sheet in conjunction with other
financial statements.

Capital Statement

Instead of showing the details of the capital account in the balance
sheet, we may show the changes in a separate form called the capital
Statement.

This is the more common treatment. The capital statement begins
with the balance of the capital account on the first day of the period,
adds increases in capital (example: net income) and subtracts decreas-
es in capital (example: withdrawals) to reach the balance of the capital
account at the end of the period.

The Fundamental Equations of Accounting

This is how accounting answers the three big questions asked
above:

e How much money came in? — revenue or gross income;

e  Where did the money go? — expenses;

e How much money is left? — net income.

The Income Equation

We find the direct answer to these three questions on the income
and expense statement. The income statement equation — revenue —
expenses = net income — is the key to the income statement. The
result here is simple arithmetic: revenue (the gozinta) minus expenses
(the gozouta) yields net income.
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The Balance Sheet Equation

The balance sheet answers another set of crucial questions for
a company. Today, what is my company worth? What’s in my bank
account? How much money do other companies or people owe me?
How much money do I owe other people or companies? Thus, the
balance sheet is the accounting equation. It lists the firm’s assets,
liabilities, and equity as of a specific date. In this respect it’s a
position statement rather than flow statement. The balance sheet is
a “still picture” of business while the income statement might be
compared to a “moving picture”. The balance sheet is the company’s
solvency report card. Typically, the date on the balance sheet is the
end of the firm’s reporting fiscal year. However, computer software
has made generating reports vastly easier. It’s not uncommon for a
manager to run off last night’s balance sheet to read with coffee in
the morning.

The balance sheet always balances because of the double entry
system and debit-credit recording rule correctly applied.

Each asset increase in the equation must have one or more of the
following:

e asset decrease,

o liability increase,

e cquity increase,

e revenue increase,

e gain increase,

e expense decrease,

e loss decrease.

The fundamental equation of accounting underlies the balance
sheet. It looks like this:

assets = liabilities + equity;

assets — liabilities = equity;

assets — equity = liabilities.

The physical layout of the balance sheet matches the first equa-
tion:

assets = liabilities + equity.

99



This makes logical sense: the value of what the company owns
(assets) minus the value of what the company owes (liabilities) leaves
you with what the company is worth (equity).

The balance sheet becomes a more useful statement for compari-
son and financial analysis if the asset and liability groups are classifi-
ed. For example, an important index of the financial state of a busi-
ness, derivable from the classified balance sheet, is the ratio of current
assets to current liabilities. This current ratio should generally be at
least 2:1; that is, current assets should be twice current liabilities.

The close relationship of the income statement and the balance
sheet is apparent. The income statement is the connecting link bet-
ween two balance sheets.

Text 3

Income Statement

General Widget.Inc.
December 31, 2008
Account Names Account Sums, in USD | Aggregated Sums and
Totals, in USD
Sales Revenue 3,500,000
Cost of Sales
Materials 575,000
Labor 825,000
Overhead 350,000 1,750,000
Gross Margin 1,750,000
Operating Expense
Selling 750,000
General and 650,000
Administrative
Depreciation and 100,000
Amortization 1,500,000
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Oxonuanue madbauyvl

Account Names Account Sums, in USD | Aggregated Sums and
Totals, in USD
Operating Income 250,000
Other Income and
Expenses
Dividends and Interest | 25,000
Interest Expense (75,000)
Unusual/Extraordinary | 150,000 100,000
Items
Income Before Tax 350,000
Income Tax (t = 34) 119,000
Net Income 231,000
Balance Sheet
General Widget, Inc.
December 31, 2008
Assets
Current Assets
Cash 350,000
Accounts Receivable 500,000
Marketable Securities 68,000
Inventory 444,400
Prepaid Expenses 15,000
Total Current Assets 1,377,400
Property, Plant, Equipment
Land 600,000
Buildings 1,100,000
Machinery 1,390,000
Furniture and Fixtures 300,000
Vehicles 315,000
Accumulated Depreciation 95,000
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Oxonuanue mabauyvl

Net Property, Plant, Equipment | 3,800,000
Total Assets 5,177,400
Liabilities

Current Liabilities
Accounts Payable 580,000
Notes Payable 199,000
Accrued Expenses 95,000
Income Taxes Payable 43,400

Long-Term Liabilities

Deferred Taxes 350,000
Long-Term Debt 2,000,000
Total Liabilities 3,267,400
Total Current Liabilities 917,400

Shareholder Equity
Preferred Stock 200,000
Common Stock 1,190,000
Paid-in Capital 420,000
Retained Earnings 100,000
Total Shareholder Equity 1,910,000
Total Liabilities and Shareholder | 5,177,400
Equity

6. Match the terms and their definitions, translate into Russian.

a) assets; b) long-term liabilities, c) balance sheet; d) fixed asset,
e) accounts receivable, f) income taxes payable; g) accrued expen-
ses; h) marketable securities; i) operating expenses; j) financial sta-
tements, k) deferred income taxes; 1) notes payable; m) liabilities;
n) income and expense statement, o) inventory, p) current assets;
q) revenue, r) accounts payable; s) expenses, t) journal.
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B

1. Money due from customers for goods and services.

2. Expenses that will be due but have not yet been paid.

3. Stocks, bonds, or other financial instruments held by the com-
pany.

4. All expenses or resources consumed in obtaining revenue.

5. The decrease in capital caused by the business’s revenue-pro-
ducing operations.

6. An estimate of the taxes that would be due if assets were sold
at stated value.

7. Long-lived assets used in the production of goods or services.

8. A financial statement that shows the financial position — that
is, the assets, liabilities, and value (equity) — of a company on a par-
ticular day.

9. A document that shows all of the gozinta and gozouta for a bu-
siness during a particular period of time. Equity is the financial value,
or worth, of a company.

10. A loan or obligation to be paid, current portion of a long-term
debt.

11. Goods available for sale.

12. Assets reasonably expected to be converted into cash or used
in the current operation of the business (generally taken as one year).

13. The book of original entry for accounting data.

14. Taxes due in the current year.

15. Properties that are owned and have money value — for in-
stance, cash, inventory, buildings, equipment.

16. Amounts owed to outsiders, such as notes payable, accounts
payable, and bonds payable.

17. The increase in capital resulting from the delivery of goods or
rendering of services by the business.

18. Money the company owes to vendors for goods or services ren-
dered.

19. A set of accounting documents prepared for a business that
cover a particular time period and describe the financial health of the
business.

20. Liabilities that are payable beyond the next year.
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7. Fill in the blanks by inserting the following, translate into Russian
paying attention to terms and their contextual meaning.

A
a) income statement; b) equation; c) equity; d) entity, e) fiscal,
f) expenses, g) inventory, h) solvency, i)general and administrative,
j) double entry; k) debit; 1) credit; m) trial balance; n) selling;
o) ledger; p) accounts; q) loss, r) current liabilities, s) current assets,
t) still picture; u) moving picture.

B

1. An important index of the financial state of a business, derivable
from the classified balance sheet, is the ratio of ... ... to ... ... , 1.e. the
current ratio.

2. The balance sheet is a “... ...” of business while the income sta-
tement might be compared to a “... ...”".

3. The ... revenue — expenses = net income — is the key to the
income statement.

4. Assets, liabilities and ... are connected by a fundamental rela-
tionship called the accounting equation.

5. Examples of current assets are cash, notes receivable, accounts
receivable, ..., and prepaid expenses.

6. ... expenses are those related to the overall activities of the
business, such as the salaries of the president and other officers.

7. ... expenses are related to the promotion and sale of the compa-
ny’s product or service.

8. The income statement may be defined as a summary of the
revenue (income), expenses, and net income of a business ... for a
specific period of time.

9. When we’re spending more than we’re making, that money is a
negative number, called net ... .

10. The process of transferring information from the journal to the
... for the purpose of summarizing is called posting.

11. The result here is simple arithmetic: revenue (the gozinta)
minus ... (the gozouta) yields net income.

12. Typically, the date on the balance sheet is the end of the firm’s
reporting ... year.

104



13. The balance sheet is the company’s ... report card.

14. The abbreviations for ... and ... are Dr: and Cr. respectively.

15. But, in double-entry bookkeeping, all transactions are entered
twice, so that all ... are balanced.

16. At the end of the accounting period a two-column schedule

calleda ... ... , which compares the total of all debit balances with the
total of all credit balances, is prepared.
17. The balance sheet always balances because of the ... ... system

and debit-credit recording rule correctly applied.

8. Find the following information in texts 1—3, translate it into Rus-
sian paying attention to the terms and their contextual usage:

— accounting and bookkeeping — same or different;

— three basic concepts of accounting;

— types of accounts grouping and listing;

— the concept of double entry;

— structure and composition of the T-account;

— process of entering the transactions in the accounting journal in
the chronological order;

— two major financial statements in terms of the information recorded;
their major difference in the manner of the information presentation;
— items of the major financial statements;

— fundamental equations of accounting.

9. Render text 1 in Russian paying attention to the accounting terms
and their contextual use.

10. Do sight interpreting of text 2 into Russian paying attention to
the accounting terms and their contextual use.

11. Do a written translation of text 3 into Russian.

Part I1. Translation from Russian into English

1. Read texts 1—2, pick out the accounting terms and give their En-
glish equivalents from task 1, Part L.
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Text 1

Byxranrepckast 1OKyMeHTalus SBISETCS €IMHCTBEHHBIM UCTOY-
HUKOM OOBEKTHUBHBIX JAHHBIX O COCTOSHUM PBIHOYHOW IKOHOMHUKH
B IIEJIOM U KaKJ0TO CyObeKTa X035HUCTBOBaHUS (IPEANPUSATHS) B OT-
JeTbHOCTH, a OyXTaldTepCKUi yUeT sBJISIETCS OCHOBOM ISl TPUHSATHUS
JIETTOBBIX PEIICHUI.

VY4ery noasiexar Kak 4MCTO IUIATEKHbIE ONEpalMy, Tak U OIe-
pamuu ¢ TOBapHO-MaTepUAILHBIMU pPeCypcaMH U orepaunuu B cde-
pe ycuyr. Pe3ynbTarhl AesiTebHOCTH TOPTOBBIX U MPOMBIIUICHHBIX
NPEANPUATAN, U3JACPKKA U PACXOAbl HEKOMMEPUECKUX KOMITaHWHI
OIIPEIEINAIOTCS 3a ONpPEICICHHbIE NTePUOIbl BPEMEHH (JI€Hb, MECHI],
ron). Byxrantepckuii yuer naet cBeieHus 0 QMHAHCOBOM ITOJIOKEHUHT
NPEANPUSTHS, €TO UMYIIECTBE, J10Je COOCTBEHHOTO KaluTasa, moiy-
YeHHOM NpUOBLIN U 0053aTEIbCTBAX.

JanupiMu OyxydeTa HHTEPECYIOTCSI COOCTBEHHUKH (aKIIMOHEPHI) U
PYKOBOJICTBO MPEANPHUATHH, HHBECTOPHI, KPEAUTOPHI, HAJIOIOBAs CITYXK-
0a, OromKeT, HaeMHbIe paOOTHUKU M TIPEIIPHUSTUSA-KOHKYPEHTBHI.

Takue nousTHa OyXydera, KaKk moeap, Kanumai, npoyeHm, 6eK-
celb, HAKIAOHAas 1 MHOTUE IPyTHE, SBISIOTCS OCHOBOM SKOHOMUYE-
CKOM HayKH.

Text 2

Otuet 0 NpubLINK U yobiTKax Ha 1 aHBaps 2009 r.
OAO «MeHaTen6aHK»
(B MIJUTHOHAX POCCHUCKHX pyOIIeit)

Ne | Haumenosanue cratbu | Cum- | IlyHKT 2008 2007
/T BOJI | IpuUMe-
YaHUH
1 2 3 4 5 6
1 [IpotieHTHBIE TOXOABI 2011 158 093,6 | 125 382,8
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Ilpoodonxcenue mabnuyvi

Ne | Hammenosanue cratbu | Cum- | IlyHKT 2008 2007
/1 BOJI | IpUMe-
YJaHUI
1 2 3 4 5 6

2 [Ipouentnsie pacxonsr | 2012 929335 78593,2

3 Yucmote npoyenmusvie | 201 18 65160,1 | 46 789,6
00Xx00b1

4 Komuccuonnslie no- 2021 88 489,1 84 865,3
XOZBI

5 Komuccronnsie pac- 2022 59941 3 557,6
XOZBI

6 Yucmote komuccuon- | 202 19 82495,0 | 81287,7
Hble 00X00bl

7 YucTeiit goxox mo ome- | 203 20 28 111,9 213749
pauusM ¢ ”HOCTPAaHHOMN
BAJIFOTOM

8 YucTelii 10X01 110 204 21 77,9 2304,1
onepanusM ¢ IEHHbIMA
Oymaramu

9 Joxon B popme quBu- | 205 26,0 6,9
JICHIOB

10 | Ywucteie oTuncieHuss B | 206 24 77413 2751,2
pe3epBsI

11 [Ipoune noxoas 207 7 560,7 8161,1

12 | OnepauuoHHbIe pac- 208 25 120 570,5 | 104 219,2
XOZBI

13 | IIpoune pacxonsl 209 6727,1 9 039,3

14 | Hasor Ha npuObLTL 210 26 13332,5 | 258242
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Oxonuanue mabauyvl

Ne | HaumenoBanue cratbu | Cum- | ITyHKT 2008 2007
/1 BOJI | puUMe-
YaHUH
1 2 3 4 5 6
15 | [Ipubbuts (YOBITOK) 2 35061,1 | 18090,2
bazoBas npuObLIbL HA MIPO- 58 50
CTYIO aKIluio, pyo.
Pa3BogHeHHAs NpUOBLIL HA
MIPOCTYIO aKIuio, pyo.

PykoBonurens
I'maBHbIA OyxTantep
Jlara noanucanus

Byxrantepckui 6anaHc Ha 1 aHBaps 2009 r.
OAO «MeHaTen6aHK»
(B MHJUTMOHAX POCCUMCKHX pyOIeit)

Ne | HaumenoBanue cratbu | Cum- | ITyHkT 2008 2007
n/m BOJI |TpUMe-
JaHUH
1 2 3 4 5 6
AKTHBBI

1 Jenexnsle cpenctea |1101 1 97 492,1 63 834,4

2 Cpenctra B Harmo- 1102 2 138913,4 97 266,5
HaJILHOM OaHKe

3 [lennbie Oymaru st 11031 | 3 — —
TOPTOBIIN

4 Kpenutsl u npyrue 1105 | 4 226 281,2 |70 934,8
cpeicTBa B OaHKax

5 Kpenuts! knmuentam 1106 5 1366 358 929 862
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Ilpoodonxcenue mabnuyvi

No | HanmenoBanue crarbn | Cum- | [TyHkT 2008 2007
/i BOJ |IpHUMeE-
YaHWHA
1 2 3 4 5 6

6 Honrocpounsie punan-|1107 | 6 472,5 442,1
COBBIE BJIOXKCHHS

7 OCHOBHBIE Cpe/ICTBA 1108 7 109 229,3 85374,0
Y HeMaTepUaIbHbIC
AKTHBBI

8 [Tpoune akTUBBI 1109 8 45 977,0 24 910,9

9 HToro akTUBEI 110 2158 930,0 |1 505780

Oo6s13aTebcTBA

10 | CpencrBa Hanmonans- |1202 9 83 089,2 28 4834
HOTO OaHKa

11 | Kpenutsl u npyrue 1205 10 106 827,2 84 944,7
cpe/icTBa OaHKOB

12 | Cpencrpa KITMEHTOB 1206 | 11 1626989,6 (11411753

13 | Llennsle Oymary, Bel-  |1208 12 4 406,9 14 4283
MyleHHbIe OaHKOM

14 | Ilpoune obszarenscTBa (1209 | 12 84 092 49 539,1

15 Bcero o6s3arensctBa 120 1 905 399,6 | 1318 570,8

Kanuran

16 | YcraBHblil GoHA 1211 14 51 026 107 109,4

17 OMHUCCUOHHBINA moxon (1212 0,3 0,1

18 | PesepBHBIit poHA 1213 19 3804 9796,4

19 | HakoruieHHast npu- 1214 | 14 51 926,7 29 489,4
OBLITb
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Oxonuanue mabauyvl

Ne | Haumenosanue cratbu | Cum- | IlyHkr 2008 2007
/i BOJI |mpUMe-
YaHUI
1 2 3 4 5 6

20 | donx nepeorneHku cta-|1215 15 54 213,8 40 814,6
Tel OanaHca

21 | Bcero xammran 121 2535304 | 187 209,9

22 | AToro odos3aTesibcTBa |12 2 158 930,0 |1 505 780,7
H KamATAaJI

PyxoBonutens

['maBHbBIIA OyxTanTep
JlaTta monmucaHus

2. Render text 1 in English, paying attention to the accounting terms
and their contextual use.

3. Compare the Russian financial statements (text 2) with the above
American documents, do a written translation of the Russian finan-
cial statements into English.

4. Translate the following quotes into English:

= BoeHHOe MUHHCTEPCTBO TOTOBUT TPU BHJA OTYETOB: OJMH,
yTOOBI 0OMaHBIBaTh OOIIECTBEHHOCTH; BTOPOM, YTOOBI OOMaHBIBATH
KaOMHET MUHUCTPOB; M TPETHH, YTOOBI OOMAaHBIBaTH CaMHUX CeOs
(I'epOept AckBuT).

= JlaTy BO3HUKHOBEHUS MUPA MOTJIH Obl YCTAaHOBUTH JIUIIIb OyX-
rantepsl (Cranucnas Exu Jlern).

= banmaHcoBbIe OTYETHI BCE PABHO YTO CBOJKHU O XOJI€ BOCHHBIX
JIeMCTBHIA: IeTalld BEPHBI, a B 11es1oM — BpaHbe (Muxasp [Hudd).



Unit V

CAPITAL AND FINANCE

Part I. Translation from Russian into English

1. Give Russian equivalents of the following financial terms:

15.

16.

17.

18.

19.

. acquisition of the firm
. arbitragers
. brand

bid

. brokers / floor broker
. capital / capital consumption

allowances / start up capital /
working capital

. clause

. copyright

. depreciation
10.
11.
12.
13.
14.

dissolution of a company
entrepreneur

face value

forward agreements

fund / fund raising / borrowed
funds / tapping funds
financial intermediaries
issues / bond issues / new
equity issues / stock issues /
to issue/issuance / issuer
loan/short-term (less than one
year) loan / medium-term
(1—3 year) loan/long-term
(over three years) loan
maturity

20.

21.
22.
23.

24.
25.
26.
27.

28.
29.
30.

31.

32.
33.

34.
35.
36.
37.

mergers and
(M&A)

notes receivable
offers
orders/the buy and sell or-
ders

price fluctuations

principal amount

quotations

redemption / to redeem the
debt

reinvestment of profits

repo contracts

Securities and Exchange Com-
mission (SEC)

stock / common stock / con-
vertible preferred stock
stellar performance

treasurer / treasury / treasury
bills

undistributed profits

4P’s

aggregate or macro level
assets / assets management /
intangible assets / physical as-
sets / tangible assets

acquisitions



38
39
40

41.

42.
43.

44.
45.
46.
47.
48.
49.
50.

51.
52.

. bears

. breach of contract

. bulls

claim / claimant / ultimate
residual claimants

contract administration

debt / long term debt / short-
term debt

dilution

earnings per share (EPS)
expenses / ongoing expenses
fixed annual dividend rate
stock price averages

hedgers

inventories / inventories of
shares

lumpsum maturity value
markets / capital markets /
commodity markets /
derivatives markets / foreign

exchange markets —
“FOREX” or “FX”-markets /
over-the-counter market /
physical asset markets /

“primary” market

53.
54.

55.

56.
57.
38.
59.
60.
61.
62.
63.

64.

65.
66.
67.
68.
69.

mitigation / mitigate the risk
net / to net / net income / net

change
offering / public stock
offering / initial public

offering (IPO) / secondary
stock offering

offset / to offset

price / earnings ratio (P / E)

pricing

pro-rata sharing

receivership

revenues

risk management

securities / derivative or

synthetic securities / gilt-
edged securities

shares / cumulative preferred
shares / outstanding shares
stockholders / common /
preferred stockholders

trader / tradeoff

ultimate exit strategy

yield (dividend / price)

2. Read texts 1—4, study the following paying attention to the terms
and their contextual use:

a)

finance as a concept;

b) Financial Department responsibilities;

¢) corporate financial operations;

d) external and internal fund raising;
e) the leverage procedure and facilities;

f) the risks of stockholders and bondholders;

g) the difference between preferred and common stocks;
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h) advantages and disadvantages of the initial public offering;
i) types of financial markets;

j) types of capital markets;

k) merger and acquisition procedures.

3. Read texts 1—4, transfer the non-equivalent lexemes into Russian
using the corresponding rules.

4. Pick out the idiomatic expressions and give their Russian equiva-
lents.

5. Pick out the abbreviations, give their full forms and Russian equi-
valents.

Text 1

The Concept of Finance

The field of finance is broad and dynamic. Finance can be defined
as the art and science of making money. All individuals and orga-
nizations earn or raise money, and spend or invest money. Finance
is concerned with the process, institutions, markets and instruments
involved in the transfer of money among and between individuals,
businesses and governments.

Finance can be defined at both the aggregate, or macro level,
and the firm, or micro, level. Finance at the macro level is the study
of financial institutions and financial markets and how they operate
within the financial system. Finance at the micro level is the study of
financial planning, asset management and fund raising for business
firms and financial institutions.

Finance Department

The Finance Department can be an accumulation of diverse
functions, depending on the company. It may oversee such areas as
insurance and risk management, contract administration and pricing,
internal auditing, investor relations, and more. But at a minimum,
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Finance will likely be responsible for treasury activities, often under
an executive carrying the title of treasurer or vice president for finance.
His or her role is likely to include cash management, bank relations,
investments, and everything having to do with making sure the or-
ganization has enough cash to do its job and has all its cash busily
working or productively invested. Major activities like mergers and
acquisitions, attracting investors to a company seeking outside capital,
and internal management of public stock offerings — all traditional
roles of Finance — will usually fall within the Finance Department’s
responsibility. A company that decides to take its stock to the public
marketplace for the first time — in an initial public offering (IPO) —
will almost always place the coordination role for that transaction in
the hands of the Finance Department.

Text 2

Corporate Financing. Sources and Uses of Funds
for Corporations

One of the primary considerations when going into business is
money. The money needed to start a business and to continue ope-
rating business is known as a start up capital and working capital,
correspondingly. In general finance is securing and stabilizing the
capital to start up, operate and expand a company. A new business
needs capital not only for ongoing expenses but also for purchasing
necessary assets. The assets — inventories, equipment, buildings
and property — represent an investment of capital in a new business
and are called tangible assets. Intangible assets comprise company’s
goodwill, brand, and copyright.

Internal and External Sources of Funds

Internal sources of funds for a corporation are sources that do
not require the corporation to enter the capital markets. They include
undistributed profits (profits after taxes less dividends, that is profits
that are not paid out to stockholders); and capital consumption
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allowances (depreciation and amortization accounts), a noncash cost
of the firm that must be added to undistributed profit to determine the
amount of funds available to the firm from the current operations.

External Sources of Funds, Common and Preferred Stockhol-
ders;

Common Stock — Fundamental Ownership of the Corporation

Common stock is the basic form of ownership of a corporation.
In the classic scenario, a company’s management issues stock to in-
vestors in return for their cash and then uses the cash to start and
operate the business. A share of stock represents a unit of ownership
of a company, but the size of that unit depends on the number of
shares of stock issued. A small company owned by a handful of people
might only have a few hundred outstanding shares, that is owned by
its stockholders. Microsoft, by contrast, has over five billion shares
outstanding. So, percentage of ownership is not just about how many
shares you own,; it’s about how many shares everybody owns. Thus,
we arrive at a key observation of stock ownership: the more shares
there are, the less your shares are worth. This is called dilution.

Common stock is the basic ownership unit, as noted before. A
common stockholder is a residual owner of the company’s assets. That
means the common stockholder gets all the remaining value when all
the debts are settled, which may be a great deal or may be nothing. It is
this risk/reward relationship that has enabled public stock ownership
to become the best investment for growth in the long term — and also
one of the riskiest investments in the short term.

Equity ownership in a corporation entitles the stockholders to
dividends and/or capital appreciation and the right to vote. In the
event of liquidation, common stockholders have rights to corporate
assets only after bondholders, holders of other debt, and preferred
stockholders. This is thought to be good for the company, but bad
for shareholders. Issuing stock to raise cash helps the company, but it
can hurt the shareholders. Consider the example of Wonder Widget,
our rapidly growing company. It is publicly owned now, under the
understated symbol WOWI. The company is profitable, earning
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$1 million in net income last year. You own 1,000 shares, out of
500,000 outstanding. The company’s earnings per share (EPS) were
$2.00 ($1,000,000/500,000). The market thinks WOWTI’s shares are
worth 20 times earnings (price/earnings ratio), meaning the company
is valued at $20 million. Your shares would bring $40,000 (1,000 x
$2 x 20) if you sold them today. But the company is still growing, so
the next year it sells some more stock, in a “secondary” stock offering:
it sells 100,000 shares at $20 to raise $2 million in cash. WOWTI is
better off now, but how about you? You still have your 1,000 shares
and the company earns $1,050,000 that year, a 5% increase over the
prior year. But since there are now 600,000 shares outstanding, EPS
is down to $1.75 ($1,050,000/600,000). The market still thinks the
company is worth 20 times earnings, so valuation is up to $21 million
(20 x $1,050,000).Your shares, however, are now worth only $35,000
(1,000 x $1.75 x 20). The company has more cash and is making more
money. You did nothing different — and lost $5,000 in market value.
That is dilution.

The owners of corporation are its stockholders (shareholders).
Stockholders are the residual claimants against the assets and income
of the corporation; they can only claim what is left after the creditors
of the corporation are paid their claims. There are two general clas-
ses of stockholders: common stockholders and preferred stockholders.
Preferred stockholders are preferred in the sense that they stand ahead
of the common stockholders, typically no dividends can be paid to the
common stockholders until all dividends due to the preferred stock-
holders have been paid. Preferred stock often carries a fixed annual
dividend rate (for example, $8 per share). After that dividend rate is paid,
the profits remaining are then the property of the common stockholders.
But preferred stockholders are more like owners of the firm than like
creditors of the firm. In particular, if the corporation decides not to pay
dividends to the preferred stockholders, this does not constitute a breach
of contract in the same way as not paying interest due on debt does.
Instead, “passing” a dividend due to the preferred stockholders only
means that common stockholders must not be paid a dividend until all
dividends due to the preferred stockholders have been paid.
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External sources of funds are basically new common or prefer-
red stock issues (new equity issues), bond issues (long-term debt),
bank loans and increases in accounts payable to other businesses
(short-term debt), and miscellaneous sources. All of these involve
the corporation’s participation in the capital markets, tapping funds
of individuals, banks, pension funds, insurance companies, and so
forth.

Preferred Stock — Ownership with Perks ... and Limitations

There’s a way for the investor to mitigate the risk without losing
entirely the potential for appreciation. If a company needs additional
equity capital and wants to avoid diluting the value of its common
stock, the choice might be to issue a separate class of shares, such
as preferred stock. Preferred stock typically carries a stated dividend
rate, in terms of percent of face value or dollars per share.

Preferred shares are indeed a separate class of stock, with
privileges and restrictions different from common stock. And
they’re called preferred shares for good reason. When the board
of directors decides to declare a dividend to the shareholders, the
preferred shareholders must get their entire dividend, based on
the stated dividend rate, before any dividends can be paid to the
common shareholders. In some cases, the preferred shares are also
cumulative, meaning that dividends not paid in one year accumulate
as obligations of the company and must be paid up in full before any
common stock dividends may be paid. For some companies, that
can mean years of paying preferred dividends in full while giving
common stockholders little or nothing.

In the event of the dissolution of a company with both preferred and
common shares outstanding, the cash raised from liquidating the as-
sets is first used to repay all creditors. What’s left goes to the stockhol-
ders, with the preferred stockholders coming first. If there’s enough
money to satisty 100% of the preferred stockholders’ claims, then the
balance goes to the common stockholders. If there’s not enough cash
to satisfy both groups of owners, there’s no pro-rata sharing between
them.

117



The preferred shareholders get all of theirs and the common sha-
reholders get what is left, which may be nothing. That, simply, is the
meaning of the word “preferred”. So why doesn’t every investor buy
only preferred stock?

The downside of preferred stock ownership is the limitation
on participation in the extreme good fortune of the company. If a
company does very well, it can declare a very handsome dividend
for its common stockholders or give them additional shares (stock
dividends) or both. Generally, however, such extras need not be paid
to the preferred shareholders. The tradeoft for the preference is the
restriction on enjoying the fruits of success. These restrictions have
the effect of also restricting the market price appreciation of preferred
shares, since they cannot participate in a company’s dynamic growth
as much as the common shares.

One feature sometimes added to preferred shares offsets this
limitation. Some companies issue convertible preferred stock.
These shares act like preferred shares until their owners decide
to convert them, under provisions not unlike those built into the
convertible debt discussed above. Once the holders convert their
shares, the preference ends and they participate like other common
stockholders, for better or worse. Typically, as with convertible
debt, great success is the best inducement to getting preferred
shareholders to convert their shares. Once the preferred shares
are converted, the company no longer has to reserve earnings for
preferred dividends and can pay out those dollars as common stock
dividends or retain them for expansion, repayment of debt, or any
other corporate purpose.

In the event of liquidation, preferred stockholders have rights
to corporate assets after bondholders and holders of other debt, but
before common stockholders.

The funds raised from internal and external sources are used to
increase the physical assets of the corporation (capital expenditures)
or to pay off existing debts and/or to invest funds in notes receivable,
inventory government bonds, cash holdings, and so forth (increase in
financial assets).
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Difference between Stocks and Bonds

Bonds are quite different from stock. They offer guaranteed
income in the form of annual interest payments and guaranteed
repayment of the principal amount stated on the bond contract. These
“guarantees” are limited of course, because of the limited liability of
the owners (stockholders) of the corporation. Bondholders can force
a corporation into receivership (that is, can force the corporation to be
taken over by the courts and operated for the benefit of the creditors)
if the corporation fails to make its interest payments on time or fails
to pay off its bonds at their maturity dates.

Leverage

Accountants use the term “leverage” to the use of the borrowed
money to increase the average income of stockholders at the same time
that the variability of the income increases. Suppose that stockholders
have invested $100,000 in a corporation, and they can borrow money
(issue bonds) by paying 10 percent of interest per year. They expect to
earn 20 percent on those borrowed funds, but half the time they will
earn 5 percent and half the time they will earn 35 percent.

Leverage and the Debt/Equity Ratio

Because the common stockholders are the ultimate residual
claimants of the corporation (that is, they get paid last out of income
or out of assets), common stockholders bear more risk than preferred
stockholders or bondholders. This risk is reflected in the variability of
income earned by common stockholders as compared to the income
of bondholders and preferred stockholders. And the larger are the
amounts of prior claims to income relative to the value of assets of a
company, the more variable is income to the common stockholders.

We can see this by looking at a simple example. Suppose that
a corporation has only bonds and common stock outstanding, with
bonds earning 8 percent interest per year.

The corporation balance sheet is assumed to look as follows:

Balance sheet
Assets $1,000 000 Bonds $500,000
Equity $500,000

119



(On the balance sheet, the term “equity” refers to the stockholder’s
interest in the firm.) Equity is defined by equity = assets less liabilities.
Since the only liability of the corporation is its bonds, equity =
$1,000,000 — $500,000 = $500,000.

Suppose income before interest payments is $100,000 in Year One
and $50,000 in Year Two. Then since bonds earn 8 percent interest per
year, income (before taxes) for stockholders is given by:

Year One Year Two
Income before interest $100,000 $50,000
Interest (8% x$500,000) -40.000 -40,000
Income (before taxes) $60,000 $10,000

for shareholders

Note that income in Year Two is 50 percent of income in Year One
but income (before taxes) available to stockholders in Year Two is
only 1/6 (16.6 percent) of income available for stockholders in Year
One. This shows that stockholder income is much more variable than
is income (before interest) for the corporation.

Suppose the corporation had been organized with only $250,000 in
bonds. This means that the owners would have invested $250,000 more
themselves and borrowed $4,250,000 less. The effect on variability of
income is as follows:

Year One Year Two
Income before interest $100,000 $50,000
Interest (8% x$500,000) —20,000 —20,000
Income (before taxes) $80,000 $30,000

for shareholders

With a larger equity and a smaller amount of debt (bonds)
outstanding, income (before taxes) available for stockholders is
less variable than before. With $250,000 of bonds, income before
interest for the corporation in Year Two is 50 percent of income
in Year One; and income (before taxes) available for stockholders
in Year Two is 37,5 percent (3/8) of such income in Year One.
And if we go to the extreme of no bond financing, then, since
there are no interest costs, income (before taxes) available for
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stockholders is equal to income for the corporation. Both have the
same variability.

From the point of view of the corporation’s stockholders it only
makes sense for the corporation to borrow money by issuing bonds,
if, on the average, the corporation earns a higher rate of return on its
borrowings than the interest rate it has to pay bondholders. In fact,
there had better be a substantial difference between what the cor-
poration can earn on borrowed funds and what it has to pay in in-
terest because, as we have seen, one cost that stockholders bear when
funds are borrowed is that the variability of the stockholders’ income
increases.

The Initial Public Offering — Heaven or Hell?

As we’ve already mentioned, the “pot of gold at the end of the
rainbow”, the goal of long-term strategies for the entrepreneur who
doesn’t want to run a company for the rest of his or her working life
is to sell it for a lot of money and retire to a beach in Tahiti or a golf
course in Florida. While there are several ways to do that, selling the
company to the investing public through a public offering of stock
will typically bring the largest return to the sellers. The first time the
company sells its shares in the public market is called the initial public
offering (IPO). So, for the classic entrepreneur, the IPO is the ultimate
exit strategy.

Unfortunately, for the entrepreneur with beachfront dreams, the
IPO isn’t quite as simple as selling all the shares and walking away
dragging a bag full of money. The U.S. government, through the
Securities and Exchange Commission (SEC), long ago decided that
was a bad idea because too many owners were selling a pig in a poke
to unwary public investors, who found out too late their shares weren’t
worth what they paid for them. Nowadays all the owners, including
the professional investors, will remain owners after the [PO and their
fortune rise and fall with the public stock price, making everyone
interested in the same goal — consistent price appreciation.

The SEC aside, the prospect of selling shares over time, along
with the likelihood that the company’s continued success will
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raise the stock price still further, makes the IPO the preferred exit
strategy, if the company can get it. That’s a big “if,” because not
every company that has investor backing makes a big enough
splash to interest investment bankers. Remember the eight in 10
companies that don’t make it? And the one in 10 that makes it big?
Well, that means that roughly 90% of the start-ups that get funded by
professional investors will not likely be good enough to become IPO
stock — the actual numbers are even more daunting. And of those
that do, many will deliver less stellar performance than projected in
their [PO offering literature.

Some of them will sink to market prices below their IPO price, while
others will languish with modest returns and sort of disappear into the
haze without ever making a significant impact on the market.

Still, the exhilarating prospects of making it big in that breathtaking
game gives company owners hope. Along the way, they are aided
by the coaches and advisors, the investors, consultants, accountants,
lawyers, and a variety of others, because everyone wants to play in
the big game. And everyone believes it can happen to them — and no
one knows for sure, until they take their shot.

The first sale of equity in a company to the public is generally in
the form of shares of common stock, through an investment banking
firm.

Don’t Count on an IPO

It would be simple if any company could just go public. Unfor-
tunately, it takes more than mere desire — and few succeed. The most
likely candidates for an IPO are companies in industries that are hot —
according to the whims of the stock market — and companies that are
expected to reach revenues upwards of $100 million quickly.

However, new equity issues have not been a major source of funds
for corporations for many years.Typically over the past 25 years,
stock issues have accounted for only 2 and 5 years or 6 percent of
total sources of funds, internal financing represents 40 to 60 percent
of the total, with debt financing making up the remainder. As we
noted earlier, one major reason for this is that the tax laws tend to

122



encourage reinvestment of profits rather than the paying out of profits
in dividends.

Creditors

The creditors of a corporation are those individuals of business
firms to whom the corporation owes money. They include laborers
who have not been paid for their work or who have a claim against
the corporation for future pension benefits; firms who have shipped
goods to the corporation but have not been paid; banks and insurance
companies who have made short-term (less than one year) loans to the
corporation to cover temporary cash needs; and long-term creditors,
including bondholders (holders of bonds, which are long-term credit
instruments issued by a corporation). By long-term we men that the
repayment day is more than one year in the future. To own a $1,000
bond issued, say, by American Telephone and Telegraph (AT&T) is to
be a creditor of AT&T much as a bank is a creditor of that organiza-
tion. The bond contract specifies the interest due per year to the bond
holder; the date at which the bond matures (comes due); the amount to
be paid by the corporation at the date of maturing of the bond; the as-
sets (if any) to which the bondholder has prior claim in case of default,
that is, in case the corporation fails to make its interest payment or
its maturity payment on time; and any other provisions that limit the
corporation’s ability to engage in financing operations (for example,
provisions that limit payment of dividends unless the corporation has
a “favorable” income statement or balance sheet, provisions that limit
additional bond issues).

Text 3
The Stock Exchange and Corporate Financing

Essentially all of the gigantic business firms in the world are cor-
porations. The reasons for this are limited liabilities, tax advantages,
and a lifetime for the firm independent of a lifetime of individual
owners of the firm. All of these features of the corporate business form
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are advantages to stockholders, which in turn increase the liquidity of
stock, that is, increase the ease with which stock certificates can be
bought or sold.

If a new owner buys a partnership the partnership must be re-
organized, moreover, since the new partner is personally liable for
all the partnership debts, the individual will have to check very
thoroughly into the wealth and honesty of every other member, and
would be well advised to keep a very close and continuous check on
the activities of the partnership. As a practical matter, it just doesn’t
make sense to enter unless a person intends to be an active partner,
participating in every important decision of the firm. Moreover, it
is difficult to get out except by selling one’s partnership interest to
the partners, because anyone who buys in must be someone with
the same interest in making the investment in the partnership into a
large commitment by spending time participating in management of
the enterprise.

With a corporation individuals can become owners as investors
only, not concerning themselves with management issues. In fact, the
large corporations are typically run by an “inside” group of managers
who remain in control of the corporation over long periods of time,
whatever the turnover in the firm’s stock ownership. On the one hand,
this has the advantage that the interest of the management group
might not necessarily coincide with the interests of the stockholders,
and particularly the stockholders who own only a few shares of the
corporation. On the other hand, the individual who wants the flexibility
of being able to sell out quickly and at a known price determined by
a more or less competitive market (with large numbers of buyers and
sellers) finds this more of an advantage than disadvantage.

The place where stocks of corporations (or at least of large cor-
porations) are bought and sold is the stock exchange. The leading
U.S. corporations have their stocks “listed” on the New York Stock
Exchange, the world largest exchange, located in Wall Street, the
heart of the financial world, while the American Stock Exchange (also
located in New York City) handles the stocks of somewhat less widely
held firms. There are also regional exchanges such as the Los Angeles
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Exchange, but the Securities and Exchanges Commission is currently
working to integrate the operations of all of these institutions.

Acquisition: The Strategic Exit

Let’s suppose you’re the founder/CEO of a company that didn’t
get angel funding, didn’t get VC funding, didn’t get strategic partner
funding, and still managed to build a company that is making it on
its own. The company is self-sufficient in terms of cash flow and
modestly profitable, but it just doesn’t have enough resources to
take full advantage of its market position. Let’s further assume that
your company’s not going to be an IPO candidate because it’s just
not exciting enough to sizzle the pages of a prospectus. Finally, let’s
suppose the company was built on some innovative technology that’s
likely to be seriously challenged in a few years. This is a pretty fair
assumption, just because technology moves pretty fast these days,
particularly if a company has demonstrated there’s a ready profitable
market for it.

Many founders will look at the prospect of running such a compa-
ny for 5 or 10 more years to just make an adequate living and say,
“No more!” Others will be ready to go the distance, but fearful of
their chances against bigger, well-financed competitors and worried
that they might lose it all. Their options? Fold the tent and go home,
hang on and hope for the best, or find a very big brother to protect the
company from intruders.

In financial circles, finding a big brother doesn’t mean going to
some charity event or calling long-lost relatives. It means finding a
large company that will acquire the young company and perhaps be
willing to pay off the owner/managers after some transition period or
offer them jobs running their company from inside the newly acquired
big brother.

Without a strategic partner, the management team must find a pro-
spective buyer and then convince that a company that is acquiring it
would be a good idea. They might do that by hiring an investment
banker or by initiating their own search, but the idea is to find a friendly
800-pound gorilla they know and like before an 800-pounder they
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don’t know and don’t like arrives on the block. The young company
will be looking for the following:

o the possibility of making a friendly deal, with a better price
for the stock held by the owners than might be available later, at more
challenging times;

e jobs for the company’s employees, including the CEO if de-
sired, which might not be so easy later with an unfriendly buyer, and

o the ability to pick the time to look for a deal, when the compa-
ny looks its best, things are on an uptrend, there’s cash in the bank,
and it isn’t facing any immediate threat.

By contrast, the potential acquirer will have a different list, which
might include the following:

e maintaining or increasing a growth rate that stockholders have
come to expect, particularly if the acquisition is in a growth area
expected to be “hot” very soon;

e protecting itself from inroads into its market by younger com-
panies with a kind of innovative products it lacks;

e putting excess plant capacity to work by building products for
the young company at favorable incremental cost because it’s already
paying for the capacity;

e putting excess cash to work earning a better long-term return
than it can earn sitting in the bank, or

e developing complementary products (e.g., lawn tools for
a lawnmower company or computer printers for a computer com-
pany).

There are some distinct differences in an acquisition under these
circumstances and a kind of deal that might be made with a strategic
investor. For example, a company that acquires a venture rather than
investing in it early on doesn’t bear the added cost and risk of nurtu-
ring the young company to self-sufficiency.

For coming late to the party, however, it will likely pay much more
for the company now, because it has less risk and a higher certainty
of a good return on investment. And the selling stockholders are ge-
nerally entitled to a better price because they rode out the rough times
carrying all the risk.
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Of course, like any acquisition transaction, the outcome will be
the result of negotiation more than calculation and logic, as each party
tries to present his or her case and convince the other to accept it or
something close to it. For this reason, CEOs wishing to buy or sell will
typically enlist the services of negotiating experts, such as investment
bankers, mergers and acquisitions (M&A) consultants, or lawyers
skilled in deal making.

Operation of the Stock Exchange

Markets differ from one another in many ways, depending on the
number of participants, the kinds of goods and services bought or
sold, the national and local character of the market, and other factors.
At the high extreme we have the New York Stock Exchange, a highly
organized market with hundreds of specialized traders who buy and
sell billions of dollars” worth of stocks and bonds each day. At the
other extreme is the corner grocery store, with a limited range of items
and with a limited range of items and with sales barely large enough
to support the individual who operates the store. But what these and
other markets have in common is the fact that they are sites where
information is transmitted among market participants, where bids and
offers are made and accepted or rejected, and where sales or trades
are concluded.

Such markets like the stock exchanges, the international gold mar-
ket are highly organized and complicated. Ordinary citizens do not
buy directly in these markets. They place their orders through bro-
kerage houses which then relay them to floor brokers who then make
buying and selling arrangements with other brokers on the floor of the
exchange.

How do the stock exchanges work? In principle at least, things
are fairly simple. You own stock in a company listed on the New
York Stock Exchange, and you wish to sell your stock. To do so, you
call the local office of a brokerage firm (such as Bache and Co., or
Merrill Lynch, etc. — the “Thundering Herd” — or any of more than
100 such firms).You tell the firm to sell your shares either “at market”
price, i.e. the best price the broker can get for the shares, or at a “limit
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price”, that is, at a price you specify for the stock. For example, if the
last transaction in your stock took place at $100 per share you might
instruct the broker to sell your 100 shares at price of $102 or higher;
$102 is the “limit” price for your shares.

The local office then teletypes your order to its brokerage office
in New York City, which relays the order to its representative on the
floor of the New York Stock Exchange. That representative then goes
to the post on the floor of the exchange where your stock is traded.
At this position there is an individual called a specialist who deals
in your stock. The specialist accepts buy and sell orders from the
representatives of brokerage houses and other individuals who own
seats at the exchange. To own a seat means an individual or firm has
the right to buy and sell shares on the floor of the exchange. The
specialist keeps a book where all buy and sell orders at various limit
prices are listed. The specialist’s job is “to make a market” in the
stocks he or she specializes in. That is to say, specialists buy and
sell stocks on their own account, in order to trigger the buy and sell
orders they have on their books at limit prices. They also execute the
“market” orders they get.

To illustrate, the book of the specialist might look like this:

Buy orders Sell orders
100 shares at $98 100 shares at $99
250 shares at $97.25 150 shares at $99.25
300 shares at $97 200 shares at $100

Now an order comes in to the specialist to sell 100 shares “at
market.” The specialist can execute this order by triggering the buy
order at $98 per share; alternatively, the specialist might decide to
buy the 100 shares personally, at, say, $98.25 per share. In any case,
an order to buy and sell “at market” automatically gets executed at the
best price the specialist can get for the shares being traded.
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In a certain sense one can argue that specialists are in a preferred
position relative to the market in the stocks they deal in. They know
the demand and supply schedules for those stocks, as summarized in
the limit orders on their books, and they can use the information to
make money on their own account through their buying and selling
activities. Consequently, the Securities and Exchange Commission
(SEC) has rather detailed regulations concerning permissible actions
on the specialists part, and there are indications that at some time in
the future, the SEC might rule that specialists’ order books are to be
transmitted over the ticker tape just as prices are transmitted, so that
all investors can take advantage of the information contained in the
order book.

Reading the Financial Page

If you are the type who reads the headlines of the paper, the co-
mics, the want ads and the sports, the financial page of the paper might
be something of a mystery to you. The makeups used by different
pages differ somewhat. Any representative sample of information pre-
sented on the financial page of a local paper first has the New York
Stock Exchange (NYSE) list.

For each stock abbreviated to fit on the page, data are shown as
to high and low prices for the previous year, the annual dividend, the
yield (dividend/price), the price/earning ratio (P/E), then sales of the
stock (in hundreds of shares), the high, low and closing (last) price of
the day, and last, the net change (difference between the price of the
last sale today and the last sale yesterday).

The New York Stock Exchange lists the stock of most large pub-
licly held corporations in the country, where as American Stock Ex-
change (Amex) lists the shares of smaller companies.

The Over-the-Counter Market

There is also an “over-the-counter market”. The over-the-counter
market is quite different from the organized securities exchanges
such as the NYSE or Amex. Stocks listed in the over-the-counter
market are bought and sold by securities dealers operating from
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their own offices, and typically supplying shares from inventories of
shares they hold themselves. Shares on the over-the-counter market
are less widely held than the shares sold on the exchanges and hence
are less liquid.

The commission charged for buying or selling shares on the
over-the-counter market is higher than that charged for shares traded
on the exchanges. The over-the-counter listing shows the name of
the company, the annual dividend rate per share, and bid and offer
quotations as of 9.00 A.M. in terms of dollars per share. Thus, Acme
Electric, which pays a 24 cents dividend per share could be bought
for roughly $7.25 per share and could be sold for roughly $6.50 per
share. The phrase “roughly” is to indicate that the quoted bid and
asked figures can change quite quickly on the basis of just a few
transactions, because on the market any share is quite “thin” (few
shares trade hands — few buyers and few sellers). However, the bid
and asked quotations are indicative of the current state of the market,
much as the price of the last sale of the day is for the organized
exchanges.

In addition to information on stock prices, most financial pages
also present information on bond prices, and on the selling prices of
mutual funds, using much the same terminology as that employed in
the stock lists.

We can distinguish between different kinds of traders on these
markets.

Speculators are individuals who buy or sell with the object of
making a profit in the future on the basis of change in the price of the
goods.

Bears buy shares expecting the market to rise.

Bulls are speculators who expect share prices to fall.

Stags buy new issues of shares hoping to sell them quickly as a
profit.

Hedgers — individuals who negotiate purchases or sales today in
order to avoid risks of price fluctuations in the future. Thus, a wheat
farmer might contract in April to sell the wheat crop (which will be
harvested in August) for some fixed price, thus eliminating the risk
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that wheat prices will fall between the time of planting and the time
of harvesting.

Arbitragers are traders who buy and sell in one market in order
to make profit by performing an opposite transaction in some other
market. Thus, if one dollar sells for 225 yen in New York, while one
dollar sells for 230 yen in Tokyo, the arbitrager can take one dollar and
buy 230 dollars yen in Tokyo, at the same time contracting to sell his
230 yen in New York for 230/225 dollars, or about $1.022. This might
not seem like much of the profit, but what if an arbitrager invests
$1million in the Tokyo market. The transaction would then net about
$22,000 and is close to being completely risk-free. Arbitragers are
important, because their actions have the effect of bringing all markets
in the goods into line with one another, after taking into account the
costs of transporting goods (including insurance and so forth) between
markets.

Text 4
Capital Markets

The following list of capital markets, although not comprehensi-
ve, identifies the differences between markets and the assets traded in
them.

1. Equity, or stock, markets. The stock exchange is the main
“secondary” market for shares in corporations — i.e., limited liability
companies. It is a secondary market in the sense that the shares are
already in existence, so that trade takes place between investors and
need not directly involve the corporations themselves.

The “primary” market involves the issuance of new shares by
corporations. There are various categories of shares (e.g., ordinary
shares, preference shares) but the distinctions among them are
neglected here, being peripheral to the basic principles of price de-
termination.

The pattern of share prices is normally summarized by reference
to particular well-known stock price averages or indexes, such as the
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Dow-Jones Industrial Average, Standard and Poor’s 500 index, or the
Financial Times Stock Exchange 100 index.

2. Bond markets. These are markets for long-term securities such
as government debt (known as gilt-edged securities in Britain) or cor-
porate bonds. Bonds are usually regarded as less risky than shares
because bonds normally oblige the issuer to promise to take specific
actions on definite dates in the future.

The distinction is not quite as clear as it might first seem because
bond contracts can include clauses that provide for different actions
in a multitude of different contingencies. Also, it is possible that the
issuer of the bond will default with respect to some clause in the ag-
reement. Even so, a typical bond is a promise to pay (a) a sequence of
coupons (commonly twice a year) and (b) a lump sum maturity value
(or face value) on a specified date in the future.

If there is any distinction between “stocks” and “shares”, it is not
one of any significance here. A company’s “stock” could refer to the
whole value of its equity, while “shares” could refer to the ownership
of a portion of that stock.

Bonds are commonly traded on stock exchanges in much the same
way as shares. A feature of medium-term and long-term bonds is that,
like shares, much of the trade is amongst investors, without the direct
involvement of the issuer (government or company).

3. Money markets. Money markets exist to facilitate the exchange
of securities such as treasury bills (commonly, three-month or six-
month government debt) or other loans with a short time to maturity.
Although such securities are traded in markets, any holder does not
have to wait long before the issuer is obliged to redeem the debt in
compliance with the terms of the contract.

4. Commodity markets. Markets of some form exist for almost
every commodity, though financial studies are usually confined to
highly organized markets for a fairly narrow range of commodities,
including precious metals (gold, silver, platinum), industrial metals
(such as lead, tin and copper), petrochemicals or agricultural
commodities (such as cereals, soya beans, sugar and coffee). This
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list is not exhaustive but it does suggest that the commodities in
question need to have certain physical characteristics: namely, that
they can be graded according to well-defined attributes, that they
are divisible into precisely defined units, and that they are storable
(though often subject to deterioration over time). Most organized
commodity markets involve trading in contracts for the delivery of
the stated commodity on a future date, though perhaps one very near
to the present.

5. Physical asset markets, such as for real estate. In this case,
the relevant asset for financial analysis is often a security (e.g. a
mortgage) constructed to have a well defined relationship with the
physical asset (e.g., a mortgage being a loan secured against the equity
ofthe property). It is not uncommon for mortgages to be securitized by
financial intermediaries that issue bonds backed by (and with payoffs
defined by) bundles of mortgages.

6. Foreign exchange markets — FOREX or FX-markets. These are
markets for one currency against another. Governments often intervene
in such markets — not infrequently with disastrous consequences —
to fix, or at least influence, exchange rates among currencies. Two
notable features of FX markets are (a) the vast turnover of funds
(often about $1.5 trillion each day in mid-2001) and (b) round-the-
clock trading.

7. Derivatives markets. Corresponding to most of the above
categories are derivative, or synthetic, securities. They are “derivative”
in the sense that their payoffs are defined in terms of the payoffs on
an underlying asset or assets. The underlying asset could itself be a
derivative, so that a whole hierarchy of such instruments emerges.
Almost all derivatives are variants of two generic contracts.

(a) Forward agreements. These are contracts in which the parties
agree to execute an action (typically, the exchange of a specified
amount of money for a specified amount of some commodity) at a
stipulated location and date in the future. For example, a forward
contract might specify the delivery of 5000 bushels of domestic feed
wheat to a grain elevator in Chicago, six months from the date of the
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agreement, at a price equal to $3.50 per bushel. A futures contract
is a special type of forward contract designed to allow for trading
in the contract itself. Repo contracts are combinations of loans and
forward agreements. Swaps are sequences of forward contracts
packaged together.

(b) Options are contracts for which the holder has the right, but not
the obligation, to execute a specified action on an agreed date or over
a range of dates. For example, an option might stipulate that its owner
can purchase 100 IBM ordinary shares for $220 per share at any time
prior to the following 30 September. Many sorts of option contracts
are traded. For example, options on futures are options to purchase or
sell futures contracts; swaptions are options on swap contracts. Exotic
options encompass a variety of contracts involving non-standard
terms for their execution.

Many financial exchanges started life as mutually owned orga-
nizations. Examples include the LSE, the NYSE, NASDAQ, the
CBOT, the London Metal Exchange (LME) and the International
Petroleum Exchange (IPE).

6. Match the terms (A) and their definitions (B), translate into Rus-
sian.

A

a) options; b) foreign exchange (FOREX) markets, c) physical
asset markets;, d)money markets; e) stock shares; f) arbitragers,
g) bulls; h) bears; i) hedgers; j) leverage; k) cumulative preferred
shares, 1) stockholders; m) a share of stock,; n) undistributed profits,
o) intangible assets; p) tangible assets; q) start up capital; r) working
capital; s) finance at the micro level; t) finance at the macro le-
vel; u) finance; v) repo contracts; w) swaps, x) futures contract,
y) derivatives; z) bond; z’) treasury bills.

B
1. Individuals who negotiate purchases or sales today in order to
avoid risks of price fluctuations in the future.
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2. Commonly three-month or six-month government debt.

3. A special type of forward contract designed to allow for trading
in the contract itself.

4. Markets for real estate.

5. The art and science of making money.

6. Refer to the ownership of a portion of that stock.

7. Comprise company’s goodwill, brand, and copyright.

8. The money needed to start a business.

9. The study of financial planning, asset management and fund
raising for business firms and financial institutions.

10. Refer to the whole value of its equity.

11. The residual claimants against the assets and income of the
corporation.

12. Their payoffs are defined in terms of the payoffs on an un-
derlying asset or assets.

13. Markets for one currency against another.

14. Traders who buy and sell in one market in order to make profit
by performing an opposite transaction in some other market.

15. Inventories, equipment, buildings and property represent an
investment of capital in the new business.

16. Contracts for which the holder has the right, but not the ob-
ligation, to execute a specified action on an agreed date, or over a
range of dates.

17. The money needed to continue operating business.

18. The use of the borrowed money to increase the average income
of stockholders at the same time that the variability of the income
increases.

19. The study of financial institutions and financial markets and
how they operate within the financial system.

20. Dividends not paid in one year accumulate as obligations of
the company and must be paid up in full before any common stock
dividends may be paid.

21. Combinations of loans and forward agreements.

22. Sequences of forward contracts packaged together.
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23. Markets to facilitate the exchange of securities such as treasu-
ry bills or other loans.

24. Represents a unit of ownership of a company.

25. A promise to pay (a) a sequence of coupons (commonly twice a
year) and (b) a lump sum maturity value (or face value) on a specified
date in the future.

26. Profits after taxes less dividends, that is, profits that are not
paid out to stockholders.

27. Traders who buy shares expecting the market to rise.

28. Speculators who expect share prices to fall.

7. Fill in the blanks by inserting the following, translate into Russian
paying attention to the terms and their contextual use.

A

a) a sequence of coupons, b)less risky than the issue; c)secondary; d) the
over-the-counter, e) the stock; f) regulations; g) the buy and sell orders;
h) the floor, i) brokerage houses; j) information; k) the stock exchange;
) management, m) the interest, n) the public stock price; o) the initial
public offering (IPO),; p) common stockholders; q) the balance; r) the
risk; s) corporate assets; t) to vote; u) vice president for finance; v) the
vast turnover of funds, w) round-the-clock trading; x) a security.

B

1. The place where stocks of corporations (or at least of large cor-
porations) are bought and sold is ... .

2. A typical bond is a promise to pay (a) (commonly ... twice a
year) and (b) a lump sum maturity value (or face value) on a specified
date in the future.

3. Bonds are usually regarded as ... shares because bonds normally
oblige the issuer to promise to take specific actions on definite dates
in the future.

4. In the physical asset markets case, the relevant asset for finan-
cial analysis is often ... (e.g., a mortgage) constructed to have a well
defined relationship with the physical asset (e.g., a mortgage being a
loan secured against the equity of the property).
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5. The first time the company sells its shares in the public market
called ... .

6. There’s a way for the investor to mitigate ... without losing en-
tirely the potential for appreciation.

7. The Securities and Exchange Commission (SEC) has rather
detailed ... concerning permissible actions on the part of specialists.

8. That is to say, specialists buy and sell stocks on their own ac-
count, in order to trigger ... they have on their books at limit prices.

9. To own a seat means an individual or firm has the right to buy
and sell shares on ... of the exchange.

10. Ordinary citizens do not buy directly in these organized and
complicated markets. They place their orders through ... .

11. Finance will likely be responsible for treasury activities, often
under an executive carrying the title of treasurer or ... .

12. In the event of liquidation, common stockholders have rights
to ... only after bondholders, holders of other debt, and preferred
stockholders.

13. Typically no dividends can be paid to ... until all dividends due
to the preferred stockholders have been paid.

14. The bond contract specifies ... due per year to the bond hol-
der.

15. ‘Primary’ market involves ... of new shares by corporations.

16. Stocks listed in ... market are bought and sold by securities
dealers operating from their own offices, and typically supplying
shares from inventories of shares they hold themselves.

17. Once the holders convert their shares, the preference ends and
they participate like other ..., for better or worse.

18. If there’s enough money to satisfy 100% of the preferred
stockholders’ claims, then ... goes to the common stockholders.

19. The stock exchange is the main ... market for shares in cor-
porations — i.e., limited liability companies.

20. With a corporation individuals can become owners as investors
only, not concerning themselves with ... issues.

21. The New York Stock Exchange lists ... on the largest publicly
held corporations in the country.
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22. Equity ownership in a corporation entitles the stockholders to
dividends and/or capital appreciation and the right ... .

23. What these and other markets have in common is the fact that
they are sites where ... is transmitted among market participants.

24. Two notable features of FX markets are (a) ... (often about $1.5
trillion each day in mid-2001) and (b) ... .

25. Nowadays all the owners, including the professional investors,
will remain owners after the IPO and their fortunes rise and fall with

8. Find the following information in texts 1—4, translate it into Rus-
sian.

— internal and external funding sources of corporations;

— types of information to be found on financial pages;

— the concept of finance;

— financial market traders and their functions;

— the market to address for buying or selling real estate;

— preferred and common stock: advantages and disadvantages;

— over-the-counter market: how it differs from the organized secu-
rities exchanges.

9. Do sight interpreting of texts 1 and 2 into Russian.
10. Render text 3 in Russian.

11. Do a written translation of text 4 paying attention to the terms
and their contextual use.

Part I1. Translation from Russian into English

1. Read the text, pick out the financial terms and give their English
equivalents from task 1, Part L.

2. Compare the U.S. and Russian financial systems: are they the same
or different? Do sight interpreting of the differences of the Russian
financial system into English.
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Text 1

UHdpacTpyKkTypa pbiHKa. BUp>ka Kak asieMeHT pbiHKa

Wudpactpykrypa pbIHKA — 3TO COBOKYMHOCTH PA3JIUYHBIX yU-
PEXKIEHUH, TOCYIapCTBEHHBIX U KOMMEpPYECKUX (upM, oOecrieunBa-
IOLIUX yCTeUTHOE ()YHKIIMOHUPOBAHUE PHIHOUYHBIX OTHOILICHHH.

Wudpactpykrypa GUHAHCOBOTO PHIHKA BKJIIOYAET B ceOsl OUpIKH,
0OaHKH, CTPaxXOBbIE KOMITAHUN U (POH/IBI.

bupsxa (ot nar. bursus ‘xomrenex’) kak ¢oopma opraHU3aINH, KOH-
TpOJIsL U pErylIupoBaHus pelHKa u3BectHa ¢ X VI Beka. bupxa — 310
PBIHOK OIITOBOM TOPTOBJIM CTaHIAPTHBIMH TOBapaMH WM PhIHOK OTle-
panuii o KyrJe-mpo/iake BaJIIOTHI, IIEHHBIX Oymar u paboueil CHJIbl.
B 3aBucuMocTH OT npeaMeTa TOProB pa3iudaroT TOBapHbIE, (GOHIO-
BbI€, BaJIOTHbIE OUPKU U OUPXKU Tpy[a.

ToBapHbIe OUPKU — 3TO OPraHU30BAHHBIN PHIHOK MaT€pPUAIBbHBIX
U BEILIECTBEHHBIX OOBEKTOB: CHIPhsI, 000PYAOBaHUs, 3€pHA, METAJLIA.
Takue Oup>KU HA3BIBAIOT CHEIMATU3MPOBAaHHBIMU. bUpkH, Ha KOTO-
PBIX MIPEJICTaBICHbI Pa3HOOOpa3HbIe TOBAPHI, HA3BIBAIOT YHUBEPCAJIb-
HBIMHU.

bup:ka He SBIIsIeTCA MECTOM HENOCPEACTBEHHOM KYTUTU-TIPOJAXKH,
Ha HEeH JIUIIIb 3aKITI0Yal0TCs TOPTOBBIE CACIKH, KOHTPAKTHI M Ha OCHO-
BE CIpOca U NMpeaaokeHus (GOpMUPYIOTCS IICHBI.

@oH/I0BBIE OMPIKM — 3TO PHIHOK IEHHBIX Oymar, IJIaBHBIM 00-
pas3om, OONUraIyii, Ha KOTOPOM 3aKITIOUAIOTCS CHIENKH 110 UX KyIUIe-
IpOJake ¢ yCTAaHOBJIEHUEM LieHbl. TUNn4HoM onepauueil GoH10BOrO
pBIHKa siBIsieTCs pacueT uHaekca Jloy-/lxonca. OH ucuucisercs Kak
cpeanee apudmMeTHuecKoe eH aKIui TPUALATH KPYITHBIX KOpIiopa-
nui. JToT mokasarens nosisuics B 1807 I, B HbIHEIIHEM BHJIE pac-
cuutbiBaercs ¢ 1928 r.

Ha BastoTHO# OGupKe TPOUCXOAUT TOProBIsl KPYHMHBIMU MapTHSI-
MU BaJIIOTHI. BanmoTHbe OMpsku BXOIAT B cocTaB (POHIOBBIX Oupik. Ha
(OHIIOBBIX OMpIKAX YCTAaHABIMBACTCS PHIHOYHAS IICHA, T.€. OMPKEBOU
Kypc (KOTHpPOBKA) IIEHHBIX OyMmar, OnpesesieMblii OTHOIIEHHUEM PhI-
HOYHOM IIeHbl K HOMUHAJIbHON CTOMMOCTHU aKLUH, OOJUTalluy.
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Bupsxu opranuzyroTcs B rocyaapcTBEHHON U 4aCTHOM hopme co0-
CTBEHHOCTH, HO Yallle BCETO OMpka — DTO aKIMOHEPHOE OOIIEeCTRO.
Jloxon Oupsku oOpasyercs 3a c4eT MPOIEHTa OT CTOMMOCTH TPOJIaXK
TOBApOB, BAJIOTHI, TOXO/I0B OT MPOJAKU OPOKEPCKUX MECT U yUPEIH-
TEJBbCKUX B3HOCOB.

B GuprkeBoii mpakTHKe pa3inyaloT HECKOJIBKO THUIIOB CIIEJIOK.

dopBapaHas caeIka — 3TO CeNIKa C peabHbIM TOBApOM, Koraa
MPO/IaBEIl IOJDKEH UMETh TOBAP B HAIIMYHUH U MPEIBIBUTH €r0 K I0-
CTaBKe B CPOK, 0003HAYCHHBIN B KOHTPAKTE.

@prouepcHas caenka — 3TO CIeNIKa ¢ TOBapaMH, KOTOPBIX B MO-
MEHT 3aKJIIOYCHUS CACTKU B HATMYMH HET. DaKTUYECKH TOKYIIaeTCs
HE TOBap, a MPaBo Ha TOBap.

OnmuoH — 3TO MoJly4aeMoe 3a IuiaTy (MPEeMHI0) MpaBo HA MPHU-
oOpeTeHne ToBapa WM IEHHBIX OyMmar Mo yCTaHOBJICHHOM 1IeHe. JTO
MIPaBO MOJKET MEPEAABAThCA, UTO JAET UX JAePrKaTeNsIM BOSMOXHOCTh
MOJTY4aTh CIIEKYIATUBHBIN TOXO.

XemxupoBanue (0T aHII. hedge ‘orpaxaarh, CTpaxoBarh’) Ipe-
CJIEyeT 1IeJIb 00eCTIeUUTh CTPaXOBaHNUE BO3MOXHBIX TIOTEPh B CBSI3U
C pe3kuM moBbImeHueM IieH. CyIHOCTh XeKUPOBAHUSI COCTOUT B
TOM, YTO OJTHOBPEMEHHO 3aKJTFOYAIOTCS JIBE CICIKH:

— CcZIeJIKa Ha HEMEIJICHHYTO ITOCTaBKy TOBapa;

— KOHTpCJIeNIKa Ha MPOJIaXKy TaKOH Ke MapTHH ToBapa yepes OIl-
peneaeHHbII CPOK.

Ilenb cocTOUT B TOM, YTOOBI KOMIIEHCHPOBATh BO3MOKHBIE TIO-
TEpH IPH NPOJaXKe TOBAPOB C HEMEIJIEHHOW MOCTABKOM 3a CUeT I0-
KyIIKM Ha yYKa3aHHbBIH cpok. 11 HaoOopoT, mpomaxa TOBapoOB Ha CPOK
KOMIIEHCUPYET MOTEePH OT MOHIKEHUS [IEHBI P TIOKYTIKE TOBapa Ha
YCIIOBUSIX HEMEUICHHOHN TTOCTaBKH.

Kymis-npogaska MHOCTpaHHON BaJlIOThI OCYILIECTBISIETCS Ha Ba-
JIOTHOM pPBIHKE. DTy (YHKIHIO MOTYT OCYIIECTBIATh KaK YacTHBIC
TOPTOBIIBI BAJIIOTOW, TaK U OPTaHbI IIEHTPAIBHBIX OaHKOB. Omepanumn
C MHOCTPAHHOH BAJIIOTOM MPOBOMSATCS JINOO HA YCIOBHUSIX HEMEIJICH-
Holt noctaBku BanmoThl (caenka CIIOT), nubo B BUiE CpOUHBIX Cie-
70K B TeueHune 1—3 mecsies (popBapaHbIe CACTKH).
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OCHOBHBIMU JICHCTBYIOUIMMH JIMIIAMUA Ha OMpKe SBISIOTCS Opo-
Kep, JUIep, «ObIK» U «MEIBEIb.

Bbpokep — 3T0 noCpeAHNK MEXKAY NPOJAaBLAMU U ITOKYIATEISIMH,
BBICTYAIOIIHUNA OT UMEHH M 10 NMOPYYEHHUIO CBOETO KJIUEHTA U Mpea-
CTaBJISIIOIIMN €ro MHTEpEeChl. Bpokepbl UMEIOT MPaBO OCYLIECTBIIAThH
3a c4eT CBOMX KJIIMEHTOB BCE€ BUJbI CAEIOK. B ponu Gpokepos MoryT
BBICTYIIaTh OT/EJbHBIE JIMIA, OPOKEPCKHE KOHTOPBI U Jake LieNble
Opoxepckue (UPMBI.

Junep — ¢usnueckoe U IOPUANIECKOE JIUIO0, TOPTYIOIIEe TOBa-
paMu WM [IEeHHBIMU OymMaraMu OT CBOEro IMEHHU U 3a cBoi cueT. [pu-
ObUIb MJiepa CKJIaAbIBACTCA U3 PA3HUIBI MEXAY LEHON MOKYIKU U
LIEHOH NepenpoIaxKu.

«bBbIK» — 3TO yYaCTHUK TOPIOB, UTPAIOIIMI Ha MOBBILICHUE LIEH
TOBApPOB WJIM LIEHHBIX OyMar M CKyHaroluii MX B TaHHBIA MOMEHT B
pacdere MpoAaTh Mo3/AHee 1Mo 0ojIee BHICOKOH LIeHe.

«MezaBenp» — 3TO yYaCTHUK TOPIOB, UTPAIOIIMIA HA TIOHM)KEHUE
LIEH, KOTOpOE BO3HHUKAET B Pe3y/bTaTe akKTUBHOM MpoJaku pH orpa-
HUYEHHOU MOKYTIKE.

buprxa Bo Bcex ee popmax, ¢ OHON CTOPOHBI, BXOTUT B UH(pa-
CTPYKTYpY PBIHOYHOM 3KOHOMHKH, C JPYTOH — SIBJISETCS CaMOCTOS-
TeTHHON (OPMON TIPETPUHAMATEIIHCTBA.

2. Render the peculiarities of the Russian stock market in English.

3. Do sight interpreting of the information about stock market play-
ers into Russian.

4. Do a written translation of text 1 into English, paying attention to
financial terms from task 1, Part I and their contextual use.



Unit VI

MANAGEMENT. MARKETING

Part I. Translation from English into Russian

1. Give Russian equivalents of the following terms:

1.4P’s 22. operations management
2. advertising 23. personal selling
3. automation 24. planning system
4. brand 25. product life-cycle
5. branding 26. product reliability
6. control system 27. production management
7. customize 28. promotional tool
8. differentiator 29. public relations
9. distribution channel 30. publicity
10. equity 31.research and development
11. flexibility (department)
12. incompatible 32. return on assets
13. lead time 33. sales forecasting
14. market share 34. sales promotion
15. market challenger 35. sales promotion campaign
16. market follower 36. service company
17. marketing 37. staff motivation
18. marketing mix 38. staff training
19. marketing strategy 39. target market
20. niche 40. trademark

21. operational capability

2. Read texts 1—S5.

3. Study the following, paying attention to the terms and their con-
textual use:

a) what management is;

b) what marketing is;
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¢) what marketing strategies and promotional tools include;
d) how to define brand and branding.

4. Pick out the idiomatic expressions and give their Russian equiva-
lents.

5. Pick out the abbreviations from the following texts and give their
Russian equivalents.

Text 1
Production and Operations Management

Manufacturing companies require three basic functions: finance,
production, or operations, and marketing. Finance raises the capital
to buy the equipment to start the business, production, or operations,
makes the product, and marketing sells and distributes it. Operations
management is also of crucial importance to service companies.

The objectives of the production department are usually to pro-
duce a specific product, on schedule, at minimum cost. But there
may be other criteria, such as concentrating on quality and product
reliability, producing the maximum possible volume of output, fully
utilizing the plant or the work force, reducing lead time, generating
the maximum return on assets, or ensuring flexibility for product or
volume changes. Some of these objectives are clearly incompatible,
and most companies have to choose between price, quality, and
flexibility. There is an elementary trade-off between low cost and
quality, and another between low cost and the flexibility to customize
products or to deliver them in a very short lead time.

Production and operations management obviously involves pro-
duction plants and factories or service branches, and the equipment in
them, parts (raw materials or supplies), processes (the steps by which
production or services are carried out), and planning and control sys-
tems (the procedures used by management to operate and monitor
the system). But it also involves people — the personnel, or human
resources, who will always be necessary in production and operations,
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despite increasing automation. People are particularly important in
organizations offering a service rather than making a product. Such
organizations exist to serve the customer, but it can also be argued that
they have to serve their workforce, because workers will often treat
the public the same way that management treats them, so staff training
and motivation are clearly important.

Manufacturing companies all have to decide how much research
and development (R&D) to do. Should they do fundamental or ap-
plied research themselves, or use research institutes, universities,
and independent research laboratories, or simply license product or
service designs from other organisations as necessary? Companies
are faced with a 'make or buy' decision for every item, process or
service.

Decisions about what products to make or what services to offer
have to take into account a company's operational capability, and la-
bour, capital and equipment requirements. Introducing new products
obviously requires accurate sales forecasting. If it is necessary to con-
struct a new plant or facility, decisions have to be made concerning
its location, its size or capacity, the floor layout, the hiring of staff, the
purchase of equipment, the necessary level of inventory of parts and
finished products, and so on.

Text 2
Marketing Strategies

A company's marketing strategies-sets of principles designed to
achieve long-term objectives obviously depend on its size and po-
sition in the market. Other determining factors are the extent of the
company's resources, the strategies of its competitors, the behaviour
of the consumers in the target market, the stage in the life-cycle of the
products it markets, and the overall macro-economic environment.

The aim of a market leader is obviously to remain the leader. The
best way to achieve this is to increase market share even further. If
this is not possible, the leader will at least attempt to protect its current

144



market share. A good idea is to try to find ways to increase the total
market. This will benefit everyone in the field, but the market leader
more than its competitors. A market can be increased by finding new
users for a product, by stimulating wider usage of a product, or by
exploiting new uses, which can sometimes be uncovered by carrying
out market research with existing customers.

To protect a market share, a company can innovate in products,
customer services, distribution channels, cost reductions, and so
on; it can extend and stretch its product lines to leave less room for
competitors; and it can confront competitors directly in expensive
sales promotion campaigns.

Market challengers can either attempt to attack the leader, or to
increase their market share by attacking various market followers. If
they choose to attack the leader, market challengers can use most of the
strategies also available to market leaders: product innovation, price
reductions, cheaper or higher quality versions, improved services, di-
stribution channel innovations, manufacturing cost reduction, inten-
sive advertising, and so on.

Market followers are in a difficult position. They are usually the
favourite target of market challengers. They can reduce prices, improve
products or services, and so on, but the market leader and challenger
will usually be able to retaliate successfully. A market follower that
takes on a larger company in a price war is certain to lose, given its
lesser resources.

In many markets, market followers fall in the middle of a V-shaped
curve relating market share and profitability. Small companies focu-
sing on specialised narrow segments can make big profits. So can the
market leader, with a high market share and economies of scale. In
between come the less profitable market followers, which are too big
to focus on niches, but too small to benefit from economies of scale.

One possibility for followers is to imitate the leaders' products.
The innovator has borne the cost of developing the new product,
distributing it, and making the market aware of its existence. The
follower can clone this product (copy it completely), depending on
patents and so on, or improve, adapt or differentiate it. Whatever
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happens, followers have to keep their manufacturing costs low and the
quality of their products and services high.

Small companies that do not establish their own niche a segment
of a segment are in a vulnerable position. If their product does not
have a “unique selling proposition”, there is no reason for anyone to
buy it. Consequently, a good strategy is to concentrate on a niche that
is large enough to be profitable and that is likely to grow, that doesn't
seem to interest the leader, and which the firm can serve effectively.
The niche could be a specialised product, a particular group of end-
users, a geographical region, the top end of a market, and so on. Of
course unless a nicher builds up immense customer goodwill, it is vul-
nerable to an attack by the market leader or another larger company.
Consequently, multiple niching developing a position in two or more
niches is a much safer strategy.

Text 3

Promotional Tools

Marketing is often defined as a matter of identifying consumer
needs and developing the goods and services that satisfy them. This
involves developing the right product, pricing it attractively, and ma-
king it available to the target customers by persuading distributors
and retailers to stock it. But it is also necessary to inform potential
consumers of the product's existence, its features, and its advantages,
and to persuade them to try it. There are generally several stages
involved in a consumer's decision to buy a new product. A well-known
acronym for this process is AIDA, standing for Attention, Interest,
Desire, and Action. According to the familiar “4 P's” formulation of
the marketing mix — product, price, place and promotion — attracting
attention, arousing interest, and persuading the consumer to act are all
parts of promotion. Marketing textbooks conventionally distinguish
four basic promotional tools: advertising, sales promotion, public re-
lations, and personal selling, which together make up the marketing
communications mix.
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For consumer goods, the most important tool is generally ad-
vertising. As well as advertising particular brands, companies also
carry out prestige or institutional advertising, designed to build up the
company's name or image. Advertising is often combined with sales
promotions, such as free samples, coupons and competitions.

For industrial goods, particularly specialised ones, the most im-
portant tool is often personal selling. Sales reps can build up rela-
tionships with company buyers and can be very useful in persuading
them to choose a particular product.

The fourth promotional tool is public relations (frequently ab-
breviated as PR): activities designed to improve or maintain, or protect
a company's or a product's image. Public relations includes things like
company publications, most notably the annual report, sponsorship,
community relations programmes, the lobbying of politicians, and the
creation of news stories, all designed to get publicity for the com-
pany or a particular product. Unlike paid advertising, publicity is
any (favourable) mention of a company's products that is not paid
for, in any medium received by a company's customers or potential
customers. Companies often attempt to place information in news
media to draw attention to a product or service. Quite apart from fi-
nancial considerations, the advantage of publicity is that it is generally
more likely to be read and believed than advertising. It can have a
great impact on public awareness that could not even be achieved by
a massive amount of advertising.

Within the limits of their budget, marketers have to find the opti-
mal communications mix of advertising, sales promotion, personal
selling, and publicity, without neglecting the other elements of the
marketing mix, i.e., the possibility of improving the product, lowering
its price, or distributing it differently.

Text 4

A Short History of Brands

The word brand comes from the Old Norse brandr, meaning to
burn and from these origins made its way into Anglo-Saxon. It was of
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course by burning that early man stamped ownership on his livestock,
and with the development of trade, buyers would use brands as a
means of distinguishing between the cattle of one farmer and another.
A farmer with a particularly good reputation for the quality of their
animals would find their brand much sought after, while the brands
of farmers with a lesser reputation were to be avoided or treated with
caution. Thus, the utility of brands as a guide to choice was establish-
ed, a role that has remained unchanged to the present day.

Some of the earliest manufactured goods in “mass” production
were clay pots, the remains of which can be found in great abundance
around the Mediterranean region, particularly in the ancient civilisa-
tions of Etruria, Greece and Rome. There is considerable evidence
among these remains of the use of brands, which in their earliest form
were the potter's mark. A potter would identify his pots by putting his
thumbprint into the wet clay on the bottom of the pot or by making
his mark: a fish, a star or a cross, for example. From this we can safely
say that symbols (rather than initials or names) were the earliest visual
form of brands.

In Ancient Rome, principles of commercial law developed, which
acknowledged the origin and title of potters' marks, but this did not
deter makers of inferior pots from imitating the marks of well-known
makers in order to dupe the public. In the British Museum there are
even examples of Roman pottery bearing imitation of Roman marks,
which were made in Belgium and exported to Britain in the first
century AD. Thus, as trade followed the flag— or Roman Eagle — so
the practice of unlawful imitation lurked close behind, a practice that
remains commonplace despite the strictures of our modern, highly
developed legal systems.

With the fall of the Roman Empire, the elaborate and highly
sophisticated system of trade, which had bound together in mutual
interdependence the Mediterranean and west European peoples,
gradually crumbled. Brands continued to be used but mainly on alocal
scale. The exceptions were the distinguishing marks used by kings,
emperors and governments. The fleur-de-lis in France, the Hapsburg
eagle in Austria-Hungary and the Imperial chrysanthemum in Japan
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indicated ownership or control. (Interestingly, the chrysanthemum
signifies death in Korea, a Japanese colony intermittently over the
centuries.) In a similar fashion the cockleshell, derived from the
legend about the shrine of St James at Santiago de Compostella in
north-west Spain, a favourite medieval centre of pilgrimage when
the holy places of Palestine were closed to pilgrims by the Muslims,
was widely used in pre-Renaissance Europe as a symbol of piety
and faith.

In the 17th and 18th centuries, when the volume manufacture of
fine porcelain, furniture and tapestries began in France and Belgium,
largely because of royal patronage, factories increasingly used brands
to indicate quality and origin. At the same time, laws relating to the
hallmarking of gold and silver objects were enforced more rigidly to
give the purchaser confidence in the product.

However, the widescale use of brands is essentially aphenomenon
of the late 19th and early 20th centuries. The industrial revolution,
with its improvements in manufacturing and communications,
opened up the western world and allowed the mass-marketing
of consumer products. Many of today's best-known consumer
brands date from this period: Singer sewing-machines, Coca-Cola
soft drinks, Bass beer, Quaker oats, Cook's tours, Sunlight soap,
Shredded Wheat breakfast cereal, Kodak film, American Express
travellers' cheques, Heinz baked beans and Prudential Insurance are
just a few examples.

Hand in hand with the introduction of these brands came early
trade mark legislation. This allowed the owners of these brands to
protect them in law (indeed, the Bass “Red Triangle” trade mark was
the very first registered in the UK in 1876, and the beaming Quaker,
who adorns the pack of the eponymous oats, is now well into his
second century). The birth of advertising agencies such as J. Walter
Thompson and N.W. Ayer in the late 19th century gave further impetus
to the development of brands.

But it is the period since the end of the Second World War that has
seen the real explosion in the use of brands. Propelled by the collapse of
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communism, the arrival of the internet and mass broadcasting systems,
and greatly improved transportation and communications, brands
have come to symbolise the convergence of the world's economies
on the demand-led rather than the command-led model. But brands
have not escaped criticism. Recent anti-globalisation protests have
been significant events. They have provided a timely reminder to the
big brand owners that in the conduct of their affairs they have a duty
to society, as well as customers and shareholders.

Text 5
Elements of the Brand

Brands are intrinsically striking and their role is to create an
indelible impression.

Intrinsically striking

The visual distinctiveness of a brand may be a combination of
any of the following: name, letters, numbers, a symbol, a signature,
a shape, a slogan, a colour, a particular typeface. But the name is the
most important element of the brand as its use in language provides
a universal reference point. The name is also the one element of the
brand that should never change. All other elements can change over
time (Shell's famous logo has evolved significantly from the early
line drawing and Pepsi-Cola switched to all-blue livery a few years
ago), but the brand name should be like Caesar: “as constant as the
northern star”.

This is not to say that brands achieve true visual distinctiveness
through their names alone. Nike without its tick-like swoosh, Camel
cigarettes without “Old Joe”, the supercilious dromedary, Michelin
without exuberant Monsieur Bibendum, McDonald's without its
Golden Arches would be paler properties indeed. Brands like these —
and many thousands of others — rely for their visual distinctiveness
on the harmonious combination of these elements and the consistency
with which this is maintained.
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This said, in certain markets where the use of branding is highly
developed and consumers are particularly sophisticated, these rules are
sometimes tested. In the fashion-clothing market, for example, brands
like Mambo and Diesel have experimented with the use of completely
different logos; Diesel even changed the name for a season (although
all other visual aspects of the brand remained the same). The success
of such tactics depends upon the awareness of the consumer. These
two brands enjoy almost “cult” status, and the loyalty with which they
are followed by their devotees has assured success.

Name changes of products and services are rare: they are uncom-
mon too among companies, but perhaps a little more frequent. With
products and services, the main reasons for change are either to extend
the appeal of a brand to new markets, where the original name may
not be optimal, or to standardise the company's international trade
mark portfolio. The Lucky Dog Phone Company, an AT&T subsidiary,
changed its name to Lucky Guy in the United States because no
counterpart to the lucky dog exists in the American Chinese, Japanese
and Korean markets, all important targets. Mars changed the Marathon
name to Snickers in the UK to bring the product's name into line with
the rest of the world.

Companies generally change their names either because their
function or their ownership has changed, or because their name is in
some way misleading. Sometimes they revert to initials: Minnesota
Mining and Manufacturing became 3M, a name that is both handier
and more flexible strategically. Sometimes they combine the names
of the merging companies: GlaxoSmithKline. Sometimes they opt for
an entirely new name: Altria is now the name of the tobacco, beer
and foods group once known as Philip Morris. There is no right or
wrong way of renaming businesses, it is as much a matter of what the
company feels comfortable with and what it feels it can make work.
The key is commitment and good communications.

Sometimes these rules are not observed as faithfully as they should
be. When Guinness merged with Grand Metropolitan, the holding
company adopted the name Diageo. Shareholders were not impressed,
thinking that the decision to adopt a meaningless, foreign-sounding
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name, when perfectly good names like Grand Met or Guinness were
available, amounted to corporate treachery. At the extraordinary gen-
eral meeting held to approve the new name outbursts of booing enli-
vened the proceedings at each mention of “Diageo”.

Name changes following mergers can be highly charged events,
and closer communication with all stakeholder groups, particularly
private shareholders, who may also be pensioners of the firms in-
volved, may help ease the transition. In the case of Diageo, a name
that has now “bedded down”, the company should have explained why
it had decided to adopt a neutral name for the new holding company
and issued firm reassurances regarding the famous trading names —
particularly Guinness — that it would continue to use.

Diageo, like Aviva, an insurance business, and Altria, mentioned
above, is strictly a holding company name (as was the unfortunate
Consignia, a name briefly adopted by the Post Office and now con-
signed to history). These names are not intended for “public con-
sumption” — although a mischievous press made great play of post
offices becoming “consignias” — so clarity is paramount; the rationale
for change must be communicated to — and understood by — all
stakeholder groups.

Creating an indelible impression

In developed economies consumers have an astonishing — often
bewildering — array of choice. There are, for example, dozens of
car manufacturers, hundreds of car models and thousands of different
vehicle specifications to choose from. The days when Henry Ford
offered “any colour you want as long as it's black” are now long
gone. This diversity of choice puts pressure on those making or selling
products or services to offer high quality, excellent value and wide
availability. It also puts pressure on them to find more potent ways of
differentiating themselves and securing competitive advantage. Ac-
cording to Fortune magazine (1997):

In the twenty-first century, branding ultimately will be the only
unique differentiator between companies. Brand equity is now a key
asset.
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Much of the skill of marketing and branding nowadays is concern-
ed with building “equity” for products whose characteristics, pricing,
distribution and availability are really quite close to each other. Take
cola drinks, for example. Coca-Cola and Pepsi-Cola are able to do-
minate the worldwide cola market. The power of their bottling and
distribution systems no doubt plays a part in this, but the main factor
is the strength and appeal of the two brands to consumers. The strong,
instantly recognisable names, logos and colours of these two brands
symbolise their makers' promise that consumers' expectations will be
fulfilled, whatever the subtleties of these might be.

Brands allow the consumer to shop with confidence, and they pro-
vide a route map through a bewildering variety of choices. The cus-
tomer does not have to be an expert on the complexities of mobile
telecommunications to choose between one service supplier and ano-
ther. The brand name, the tariff and the method of payment are all that
is required to make an informed choice. And as tariffs and methods of
payment are largely the same among competing companies, it is the
brand and consumers' appreciation of its underlying appeals that will
ultimately drive the purchase decision. It is the inculcation of these
“underlying appeals” — the bedrock of brand equity — that concerns
brand owners and has become the subject of unceasing attention and
investment. Brands with strong equity embed themselves deeply in
the hearts and minds of consumers.

The real power of successful brands is that they meet the expecta-
tions of those that buy them or, to put it another way, they represent a
promise kept. As such they are a contract between a seller and a buyer:
if the seller keeps to its side of the bargain, the buyer will be satisfied;
if not, the buyer will look elsewhere in the future.

6. Match the following terms (column A) with their definitions (co-
lumn B).

A B
1) management a) the sum of activities involved in directing
the flow of goods and services from produ-
cers to consumers
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2) advertising

3) commercial

4) PR

5) marketing

6) promotion

7) motivation
8) brand

9) outsourcing
10) customize
11) niche

12) entrepreneur

13) life-cycle

14) publicity

b) a type of product made by a particular
company

c)eagernessand willingnessto dosomething
without needing to be told or forced to
do it

d) someone who starts a company, arranges
business deals, and takes risks in order to
make a profit

e) to change something to make it more sui-
table for you, or to make it look special or
unusual

f) the business of making sure that people
know about a new product, film etc or what
a particular famous person is doing

g) the act or skill of directing and organizing
the work of a company or organization

h) a situation in which no one has an unfair
advantage

1) a specific area of marketing which has its
own particular requirements, customers, and
products

j) a limited group that a plan, idea, etc. is
aimed at

k) an advertisement on television or radio

1) the period of time that it takes for goods
to be delivered after someone has ordered
them

m) an attempt to make a product or event
popular or successful, especially by adverti-
sing

n) any visible sign or device used by a bu-
siness enterprise to identify its goods and
distinguish them from those made or carried
by others
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15) strategy 0) the action of calling something to the at-
tention of the public especially by paid an-
nouncements

16) target audience p) aseries of stages through which something
(as an individual, culture, or manufactured
product) passes during its lifetime

17) lead time q) the practice of using workers from outside
a company

18) trademark r) a range of products or designs

19) portfolio s) the part of an organization’s work that is

concerned with obtaining the public’s appro-
val for what it does

20) equity t) a well-planned series of actions for achie-
ving an aim, especially success against an
opponent

7. Fill in the blanks by inserting the following, translate into Rus-
sian.

1) analyse; 2) communicate; 3) contribute; 4) divide; 5) form;
6) improve; 7) measure; 8) commercialise; 9) perform; 10) risk;
11) select; 12) train; 13) understand; 14) use; 15) work out

Management

Actually, management as we (1) ... it today is a fairly recent
idea. Most economists in the eighteenth and nineteenth centuries, for
example, wrote about factors of production such as land, labour and
capital, and about supply and demand, as if these were impersonal
and objective economic forces which left no room for human action.
An exception was Jean-Baptiste Say, who invented the term “entre-
preneur», the person who sees opportunities to (2) ... resources in mo-
re productive ways.

Entrepreneurs are people who are alert to so-far undiscovered pro-
fit opportunities. They perceive opportunities to (3) ... new technolo-
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gies and products that will serve the market better than it is currently
being served by their competitors. They are happy to (4) ... their own or
other people's capital. They are frequently unconventional, innovative
people. But entrepreneurship isn't the same as management, and most
managers aren't entrepreneurs.

So, what's management? Well, it's essentially a matter of organiz-
ing people. Managers, especially senior managers, have to set objecti-
ves for their organization, and then (5) ... how to achieve them. This is
true of the managers of business enterprises, government departments,
educational institutions, and sports teams, although for government
services, universities and so on we usually talk about administrators
and administration rather than managers and management. Managers
(6) ... the activities of the organization and the relations among them.
They (7) ... the work into distinct activities and then into individual
jobs. They (8) ... people to manage these activities and perform the jobs.
And they often need to make the people responsible for performing
individual jobs (9) ... effective teams.

Managers have to be good at communication and motivation. They
need to (10) ... the organization's objectives to the people responsible
for attaining them. They have to motivate their staff to work well,
to be productive, and to (11) ... something to the organization. They
make decisions about pay and promotion.

Managers also have to (12) ... the performance of their staff, and
to ensure that the objectives and performance targets set for the whole
organization and for individual employees are reached.

Furthermore, they have to (13) ... and develop their staff, so that
their performance continues to (14) ... . Some managers obviously
(15) ... these tasks better than others. Most achievements and
failures in business are the achievements or failures of individual
managers.

8. Do sight interpreting of texts 1 and 5 into Russian.
9. Render texts 2 and 4 in Russian.

10. Do a written translation of text 3 into Russian.
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Part I1. Translation from Russian into English

1. Read the text, pick out the management and marketing terms and
give their English equivalents from task 1, Part L.

2. Compare the marketing notions and concepts in Part I and
PartII.

Text
Peknama

Peknama — omnoBernienre pa3muYHbBIMEI CIIOCOOAMU IS CO3/IaHuUs
IIMPOKON M3BECTHOCTH YEeMY-HUOY/Ib C EJIBIO MPUBIICYCHUS TIOTPE-
oureneil, 3puTenen u T.I.

Pexnama crana HeOoThEMIJIEMOM 4YacThIO Halei xku3Hu. OO1re-
CTBEHHBIH CIPOC HA peKJaMy MOSBISETCS TaM, IIe MOTpPeOUTeNb
uMeeT BbIOOP, MOXKET CBOOOIHO cjienarh ero. Pexnama pasBuBaetcs
TE€M MHTEHCHBHEE, YeM IIUPE CTAHOBHUTCS MPENJIOKEHHUE TOBAPOB H
ycayr. OTCyTCTBHE HOPMaJIbHBIX PHIHOYHBIX OTHOIIICHUMN, pa3yMeeT-
Cs1, CTABUT I10]T COMHEHHE HEOOXOIUMOCTh pekyiaMbl. Ceiiuac ee MOX-
HO YBHJIETb U yCIIBIIIATh MTOBCIOAY: MO TEJIEBUICHUIO, PAJIHO0, B Ieva-
TH, a TAaK)K€ 4Yepe3 Hapy>KHbIE CPEJCTBa MAaCCOBOW KOMMYHHUKAIWH.
Hampumep, pexnama B CIIIA wurpaer »kM3HEHHO Ba)KHYIO POJIb Kak
CTUMYJIATOP SKOHOMHUYECKOTO pocTa. Ee MOXKHO cUMTaTh TakxKe pas-
BIIEKATEIHHOW CTOPOHON aMEPUKAHCKOM KU3HM, a MHOTHE TBOPEHUS
CHEIMAIMCTOB 110 PEKJIaMe OTHOCATCSA K MOVIMHHBIM IPOU3BEICHUSM
HCKYCCTBA.

Pexmama okazbIBaeT 0OJIBINIOE BIMSHUE HA IIOTPEOUTEIST B BEIOOPE
TOBApPOB.

Kak u Bo Bcem mupe, BHUMaHue xureneid Poccum 6onee Bcero
NPUBJIEKAET TeJleBU3HOHHas pekiama (61,2%). bonee yerBeptu poc-
cusiH (26,2%) BOOOIIE HE O0paIIaloT BHUMAHUSI HU Ha KaKUe BUIBI
pexiambl. Pexnama B razerax u KypHallax MOXET 3aHMHTEPECOBATh
21% pecnonnienToB. OcTaabHbIE BUJIBI PEKJIaMbl TIPUBJIEKAIOT TOpas-
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JI0O MEHBIIIe BHUMaHUsI onpolneHHbIX. Tak 14,9% poccusin o6pararor
BHUMaHUE Ha pexyiamy 1o paauo. [llurosas pexiama criocodHa npu-
BJIeYb 6,6% ONPOIICHHBIX, peKiIamMa Ha TpaHcropTe — 4,7% poccusiH.
Pexnama, npucbuiaemas 1o rnoute, npusiexaet 2,5% pecroH/IeHTOB.
Ha pexinaMHbIX areHTOB, Kak 1 Ha pekjamy B MHTepHere, oOpariaior
BHHMaHue 1o 0,5% onpomeHHsix. OctanbHble 2% YYaCTHUKOB ONPO-
ca 3aTpyIHWIUCH C 0TBEeTOM. Takum 00pazom, pexiiama, pa3MeIieHHas
B CMU, sBisiercs Hanbosee 3pPEeKTUBHOM, TTOCKOJIBKY TPUBJICKACT
HanOOoJIbIIIee KOJTUYECTBO MOTEHIIUATBHBIX TOTPEOUTENICH.

B 10 xe BpeMms He Bcs pekiama 3((eKTHBHA U MPHUBJIEKAET BHU-
MaHHe MOTPeOUTES.

V yenoBeka CyIIecTBYeT CHCTEMa yCTaHOBOK, CTEPEOTHUIIOB, Ye-
pe3 KOTOpbIE MOXKHO M HYXHO (pOpMHpOBATH 00pa3, MprUueM B COBO-
KyITHOCTH € M300pa3UuTEeNIbHO-BBIPA3UTEIbHBIMH CPEICTBAMH SI3BIKA.
Pexnama 1OCTUTHET 1IeJIK JTUIIb B TOM CIIy4ae, €CJIU P €€ CO3aHuU
Oy/yT yYUTHIBATHCS OCOOCHHOCTH YEJIOBEYECKON TICUXHKH.

OO1enpuHATON MOJENBbI0O BOCHPUATHS PEKJIAMbl IPUHATO CUU-
tath AIDMA-model, mompa3zymeBaroIyro CIEAYIONIY0 IIETOYKY:
BHUMAHUe — UHmepec — dicenanue — momus — oelicmeue. Ilpexne
BCEro, peKyiama JIOJDKHA MPUBJIeYb BHUMAHHE MOTEHIIMAIBHOTO TO-
Tpedurensi, KOTOPOe MOXKET ObITh KaK MPOU3BOJIBHBIM, TaK U HEMPO-
M3BOJIbHBIM.

[lepBoe BO3HMKaET TOra, KOrAa MpeaMeT 3aMeueH Kak Obl Ciy-
YaifHo, 0€3 HaMEepEeHHOTO yKa3aHWsl Ha HETro0 CO CTOpoHHI. [losTomy
JUIS TAKOTO NIPUBJICUEHUS] BHUMAHMSI YaCTO MCIIONIb3YIOTCS SIPKUE, 3a-
neyaTieBalouecs B CO3HaHUK 00pasbl, accorranuu. Bropoe — Tpe-
OyeT ompeAeNeHHOr0 HaNpsKEHUs, CBI3aHHOTO C TEM, YTO YEJIOBEK
CO3HATEJIbHO XOUET YTO-TO YBUJIETh.

Janee pexiiama 10JKHA MPOOYIUTh UHTEPEC MOTPEOUTENS, BO3-
JCWCTBYS HA €r0 MHTEJUICKT WM AMOLIHH.

Ecnu pexnama npuBiiekaeT IMOIUOHAIBHO, TO, YTOOBI 3aCTaBUTh
YeJI0BeKa 3aJiepkaTh HAa Hel CBO€ BHUMAaHWE, OHA JJOJDKHA 3aHHTepe-
COBaTh €ro CBOMM COJIEP)KaHUEM, BbI3BaTh Ty WJIM MHYIO PEAKLUIO.
Hanpumep, o6pasoBars, 3aMHTPUTOBATh, YAUBUTH, HOAOOAPUTH. XO-
polasi pekjama He TOJIbKO cHOpMUPYET B CO3HAHHM MOTPEOUTENS
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MPEICTaBIEHUE O MPOAYKIIUHU, CO3ACT pEeKIaMHbINA 00pa3, HO U MPo-
OyIUT B HEM JKEJIaHHE BOCIIOIBh30BATHCS €10, T.€. TIOCIIEI0BATh HEKUM
HEHaBSI3YMBBIM «COBETaM». JTO, B KOHEYHOM CUETE, U €CTh €€ IIaB-
Has 3a/1a4a.

BosnelicTBue pexiaMbl 3aBUCUT U OT COJIEPIKAIICCs B HEW OIEH-
KU pPEKJIaMHAPYEMON TMPOAYKIMH, U OT apryMEHTAIlMU B €€ TMOJb3Y.
Eciu Takoil OlleHKM W apryMeHTalud NoTpeOuTeNnb He OOHapyX H-
BAaET, TO M BIMSIHAE PEKJIAaMbl 3HAUUTEIIEHO OCIIa0eBaecT. ApryMEHTHI
MOYKHO MOAPA3AeNuTh Ha 0OBEKTUBHBIC, JOTUUYECKH PACKPHIBAIOIINE
CYITHOCTh PEKJIaMHPYEeMOI TIPOIYKITUH, €€ OTIUIUTEIbHBIE 0COOCH-
HOCTH (HarpuMmep, B peKjiame KoMIbioTepoB kommnanuu Intel Pentium
TOBOPUTCS 00 OTIIMYUTEILHBIX CBOWCTBAX KOMITBIOTEPOB 3TOW (hup-
MBI: yI0OCTBO, OBICTPOTA, HAZICKHOCTH), U Ha BBI3BIBAIOIINE OMpEe-
JIEHHBIE SMOIMU W acconuanuu (Hanpumep, «Pd3iupu — OTIUYHOE
CPEICTBO Ui MBIThSI MOCYAbD WIH «DUHT — TOJBKO AJISL TEX, KTO
BIIPABY KPYT!»).

W kax TOIbKO 4ETIOBEK OCO3HAET, UTO PeKJIaMUpyeMasi pOAyKLHUs
WJIM yCJIyra — 3TO UMEHHO TO, YTO €My HYXXHO, OH MPUHUMAET pe-
IIEHUE, 32 KOTOPBIM U CleAyeT aerictBrue. OHAKO YEIOBEK HE BCETra
MOYKET paIfioHAIBHO OOBSICHUTh IPUYUHY COBEPIICHUS MTOKYIIKH.

Pexnama BHeapsieT B co3HAHUWE JIIOACH ATOT pEeKJIIAMHBIA 00pa3s,
KOTOPBIN B TAIbHEHMIIIEM CTAHOBUTCSA CTEPEOTUIIOM U YEpE3 KOTOPBIN
Jierde BO3/CHCTBOBATh Ha moTpeduteneii. TBRopueckre Mmoaxo/Isl MO-
ryT OBITh pa3HbIMU. Hampumep, mpu pekiiame TOBapOB MacCOBOTO
crIpoca, Kak MpaBUiIo, UCIOIb3YIOT SMOIIMOHATIBHBIE MOTUBBI, IS U3-
JIeJIMi IPOMBIIIIIICHHOTO Ha3HAYEHUSI — PallMOHAIIbHBIE.

D HEeKTUBHOCTD U CHJIA PEKJIAMbI 3aKJIFOYACTCS B TOM, HACKOIBKO
SICHO OyZeT TS 4esloBeKa MpeACTaBIeHIE O BHEIITHEM BHJIE U COZIEP-
JKaHUM peKiiaMupyemMoro tosapa. OH mpeacTaBiser co00i COBOKYI-
HOCTh PEKJIAMHOTO TEKCTa, rpaduueckoro n3o0pakeHus, caoraHa u
T.J. Ecnu 3TH sneMeHTsl pekiaMbl THIATEIbHO MPpopaboTaHbl U Cy-
HIECTBYIOT BO B3aUMOCBSI3HU, MIPEJICTABIISAS OJHO 11E€JI0€, TO BEPOsITHEE
BCET0, YTO ATa peKjamMa MOXKeET cTaTh 3 PeKTUBHOM.

Pexnama o0si3aTensHO T0JDKHA OBITH HAIpaBJICHA HA OMPEIEIICH-
HYIO TPYIIy JIOEH, U 3Ta rpymnmna J0JKHa ObITh XOPOIIO H3y4eHa.
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Jljis 3TOro MpOBOAAT MAPKETHUHIOBBIE, COLIMOIOTUYECKUE U MPOYHeE
HCCIIEIOBAHUS, YTOOBI MOJKHO OBLIO MPOTHO3UPOBATH JACHCTBHS ITOM
rpynmnbl. Y mockonbKy 00pa3 s>KM3HH FPYMIbI C ONPEIeIEHHBIM JJ0X0-
JIOM JIOCTATOYHO IOCJIEOBATENIEH, TPUIEPKUBAIOLIUECS €ro JIIOIH,
CKopee Bcero, OyyT eqMHO00pa3HOo pearupoBarh U MpHoOpeTaTh OH-
HAKOBBIE WJIM CXOJIHbIE TOBaphl. IIpoMCXOANUT OpHUeHTaIMs HAa CBOETO
MOTEHIMAIBHOTO KJIMEeHTa. TakuM 00pa3oM, pekiama, CO3arolas
NIPUBJIEKATENbHBINA 00pa3 M HampaBJIeHHAs HA OINPEICNICHHYIO ay/u-
TOPUIO, SIBJISIETCS TOBOJIBHO 3(PPEKTUBHOM.

AXTHBHO JEUCTBYS Ha CO3HAHME MOTPEOUTENS U MPONaraHanupys
T€ WJIM MHbIE CBOIMCTBA TOBapa, pekjiaMa OKa3bIBAaeT OOJIbIIOE BIIUS-
HUe Ha (HOpMHUPOBAaHUE MOTPEOHOCTEN B IIEJIOM: YPOBHS U CTHIIS TO-
Tpebienus, oOpasza KU3HHU, MOJIbI U T.11.

Tak, HanpuMep, 1o TaHHBIM UCCIIeI0BaHUI Mori, Kax IbIii 4eTBEp-
ThI OpUTAHCKUI ONpaIINBAaEMbI IIKOJBLHUK MPU3HA, YTO B TCUCHHUE
nocjenHux 12 MecsiieB Tak Wik HHaue npectynan 3akoH. Cpeau mpu-
YUH yBEJIMYCHUS YHCIa MAJOJETHUX NMPECTYMHHUKOB HUCCIEOBAHHE
OTMEYaeT HEraTUBHOE BIIMSHUE pEKJIaMbl, KOTOpas Mponarasaupyer
oOajaHie MaTepUaJIbHBIMU «CTaTyCHBIMI» BEIIAMU — 3TO BEJET K
pOCTYy YINYHOMN IPECTYMHOCTH.

W3 3T0Or0 MOXHO caenarb BBIBOJ, YTO, HaBs3bIBasl ONpEIEICH-
HBIN CTEPEOTHUIT COBPEMEHHOTO YelIOBEeKa, KOTOPBIN JOJKEH o0Jra-
JIaTh OMpeAeICHHBIMU aTpulyTamMmu, 4ToObl ObITh MOJHBIM, peKJIa-
Ma JIOCTUTaeT CBOEH L[€IU — MPOBOLMPYET YEIOBEKA HA MOKYIIKY
WU, B KpailHEeM ciyyae, Ha NMpUOOpeTeHUE ToBapa WHBIM CIIO-
co0OoM.

3. Render the text, Part I in English.

4. Do a written translation of the text, Part II paying attention to the
marketing terms and their contextual use.

5. Translate the following quotes into English.

= MeHeKMEHT — 3TO UCKYCCTBO JOCTMD)KEHHMS Liesieil B ycio-
BUSIX OrpaHndeHHocTH pecypcoB (Teppu 'nbcon).
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= MapKeTUHI COCTOHMT B TOM, 4TOOBI paccKaszaTh JIIOAAM (WIIN
PacIpoCTPaHUTh CPEIIH JIFONIEH) HCTOPHUIO O BAIIMX MPEHUMYIIECTBAX,
HpUYEM TaK, YTOOBI ATH JIFOIM MOIJIH OLCHUTh TAaKUE MTPEUMYIIECTBA
(Cer I'ogun).

= Xopommuil Tu3aiiHep CKaXKeT: MPaBHIbHOE COYETAHUE SCHO-

CTH, TPOCTOTHI U (PYHKIMOHAIBLHOCTH JAaCT KPAaCHUBYIO OOOJOYKY
(SIko6 Hunbcen).



Unit VII

ECONOMIC GLOBALIZATION

Part I. Translation from English into Russian

1. Give Russian equivalents of the following terms.

0N LB~ W~

Ne)

11

. ad valorem tariff

. Bretton Woods

. business cycle

. common market

. comparative advantage
. corporate tax

. custom union

. distributional impact

. dumping

10.
. embargo
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.

EBRD

exchange control
FDI

fixed exchange rate
free trade area
GATT
globalization
ICE

IMF

inequality

infant industry
insecurity

2. Read texts 1—4.

23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
. quota
34.
35.
36.
37.
38.
39.
40.
41.
42.
43.

33

liberalization

LME

MNE

NYMEX

OECD

poverty
preferential trade
procurement policy
proliferation
protectionism

race to the bottom
restricted trade
senile industry
subsidy

tariff

trade policy
trade/ trading
TSE

World Bank
WTO

3. Study the following, paying attention to the terms and their con-
textual use:
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a) what economic globalization means;

b) two waves of globalization;

¢) what world trade means;

d) what restricted and preferential trade means;

e) what kind of international financial institutions exist now.

4. Pick out the idiomatic expressions and give their Russian equi-
valents.

5. Pick out the abbreviations from the texts above and give their
Russian equivalents.

Text 1

Economic Globalization and Its History

Globalization refers to the way in which national economies are
becoming increasingly interconnected with one another. This increa-
sing interconnection reveals itself in three main markets:

e In 1990 total trade in goods and services (both exports and
imports) amounted to 32% of GDP for OECD economies and 34%
for emerging markets. By 2001 these numbers were 38% and 49%
respectively.

o Increased capital flows both between OECD nations and also
between OECDO0 and emerging markets. For example, Foreign Direct
Investment (FDI) totaled $324 bn in 1995 but reached $1.5 trillion by
2000.

While labor flows have not reached their nineteenth century highs,
immigration has risen sharply in recent years.

History of Globalization

World trade has been increasing for centuries as explorers have
discovered trade routes and the technology of transport has improved.
The great voyages of Christopher Columbus to the Americas in
1492 and Vasco da Gama to India in 1498 are dramatic examples of
this long-running process of globalization. However, while these he-
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roic journeys opened up new trading opportunities, the trade tended to
be in high value added items that played a relatively small role in the
economy. If trade is substantial, then prices for the same commodities
should be similar in each location. Large price differentials can only
persist if traders cannot buy commodities in a cheap location (which
pushes up prices) and sell them in a more expensive location (which
depresses prices). Trade forces prices to converge.

The driving forces behind this first age of globalization were dra-
matic declines in transportation costs. These declines were driven by
the shift from sail to steam: larger, faster, and more reliable ships, the
introduction of refrigeration for agricultural trade, the opening of the
Suez and Panama Canals, and improvements in navigation, finance,
and insurance. By the early twentieth century, this globalization pro-
cess led to high levels of integration, reflected in the following quote
by John Maynard Keynes:

What an extraordinary episode in the economic progress of man
that age was, which came to an end in August 1914... The inhabitant
of London could order by telephone, sipping his morning tea in bed,
the various products of the whole earth, in such quantity as he might
see fit, and reasonably expect their early delivery upon his doorstep,
he could at the same moment and by the same means adventure his
wealth in the natural resources and new enterprises of any quarter of
the world, and share, without exertion or trouble, in their prospective
fruits and advantages (The Economic Consequences of the Peace,
1920).

Before 1914 world trade grew at an average of 5 % per year, al-
though it fluctuated widely depending on the business cycle.

After the end of WWI in 1918, trade resumed but collapsed dra-
matically during the early 1930s. The United States and the rest of
the world were in the midst of the Great Depression, and to prevent
imports from capturing domestic demand, the United States enacted
protectionist measures. Other countries retaliated, and trade decli-
ned.

By the end of WWII, most countries wanted to construct inter-
national institutions that would minimize the threat of conflict and
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foster international economic relations. To promote these goals, the
International Monetary Fund and the World Bank were founded, and
the General Agreement on Trade and Tariffs (GATT, which was later
transformed into the World Trade Organization) was enacted. Through
a series of negotiations, GATT achieved reductions in trade tariffs and
other barriers to trade.

Differences between Two Waves of Globalization

The first wave of globalization was driven by falling transportation
costs and came to an end due to war and increasingly protectionist tra-
de policies. By contrast, the second wave of globalization has been dri-
ven by a reversal of trade policies and increasing trade liberalization.

According to the data, contemporary globalization in the goods
market has passed the highs of the first wave of globalization to reach
unparalleled levels. By contrast, while immigration has recently in-
creased, it has not yet reached the levels of the end of the nineteenth
century. Capital markets, on this measure, are of a similar scale, size,
and role to those of the first wave of globalization.

There are other differences between these two waves of globa-
lization. In the earlier wave, trade tended to be rather simple, with raw
materials and agricultural goods going in one direction and finished
manufactured goods in the other. The value-added chain today is,
however, far more complex and involves many more stages. To exploit
the comparative advantage of different countries, firms have sliced
up the production process and located different stages in different
countries. As a consequence, it is estimated that around one-third
of all trade is intrafirm — that is, multinational enterprises (MNEs)
with production distributed across many countries shipping products
at various stages of completion to different parts of the company
around the world. Not only does this make the structure of trade
today different from the past but the existence of MNEs and strategic
alliances amongst major companies creates large and powerful eco-
nomic entities, which governments have to deal with.

The removal of trade restrictions, or trade liberalization, has
been the subject of much criticism, and we shall review in the next
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section these arguments against globalization. For now we focus on
the alleged advantages of trade liberalization.

Text 2

Problems of Globalization

In 1824 the English historian Thomas Macauley noted that
“Free trade, one of the greatest blessings which a government can
confer on a people, is in almost every country unpopular”’. We have
already noted the gains that lead from comparative advantage and
trade liberalization, yet as trade has increased and emerging markets
liberalized, there has been growing criticism of globalization and even
riots on the city streets.

Distributional Impacts and Inequality

Trade has important distributional effects with some sectors ex-
panding and others contracting. Individuals in the contracting sector
will have to find jobs elsewhere, assuming a constant natural rate of
unemployment. This may involve relocating, retraining, or accepting
a lower wage. Understandably, groups in society will resist these
changes and, so, resist globalization. However, comparative advantage
also makes clear that although this group loses, the benefits to society
overall are positive.

Globalization has also been criticized for causing inequality and
increased poverty in emerging markets. The argument is that with
so many countries competing amongst themselves for the foreign
direct investment (FDI) of large multinational enterprises (MNEs),
wages will be bid down, which will lead to increased inequality and
more poverty. We have already discussed in the previous section the
relationship between trade liberalization and inequality. The most
recent estimates on poverty suggest that between 1970 and 1998 the
percentage of the world's population living on less than $1 a day has
fallen from 16% to 5%, while the proportion living on less than $2
has declined from 44% to 19%. In other words, during the period
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when globalization advanced rapidly, the world saw a decline in
poverty.

MNEs and FDI

One of the major criticisms of globalization is the dominant role
played by multinational enterprises. The largest company is Wal-Matrt,
which ranks forty-fourth, somewhat larger than Pakistan but smaller
than Chile. With companies being larger than economies, there is a
danger that trading rules will be set up to benefit corporations rather
than citizens. One critic of globalization, Noreena Herz, says in her
book The Silent Takeover that globalization leads to “a world in which
the primary service that national governments appear able to offer
their citizens is to provide an attractive environment for corporations
or international financial institutions.”

We will consider the influence that MNEs exert on trade negotia-
tions. The other issue to consider is whether countries and workers
benefit by receiving FDI or if only MNEs do. While bank lending
and equity and bond finance flows in and out rapidly, FDI is more
stable. Finally, it does not seem the case that FDI encourages greater
corruption. At the very least, this suggests that MNEs and related FDI
bring some economic benefits to a country.

Environmental Damage

Critics of globalization fear it leads to environmental damage in
two ways. First, due to the power of MNEs, governments abandon
efforts to protect the environment through legislation. Second, in-
creased levels of trade lead to greater use of fuel and more environ-
mental damage. Further, much of this trade seems “pointless” — the
United Kingdom, for instance, exports almost exactly the same num-
ber of pigs as it imports.

The need for governments to agree to global environmental stan-
dards to stop countries competing with one another along this dimen-
sion is connected to our next topic — the race to the bottom. The
evidence regarding whether FDI worsens pollution is inconclusive,
depending on which environmental indicator is considered. For in-
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stance, urban air pollution seems uncorrelated with FDI. Further,
there is a strong correlation between GDP and environmental re-
gulation, so that if FDI does raise GDP, it may also lead indirectly to
improvements in the environment. There is also evidence that trade
protectionism can damage the environment.

What about fuel arguments? That global trade leads to an increase
in fuel use is undeniable. One cause of this is that airline fuel is
frequently tax exempt, so that the full cost of environmental damage
is not paid by exporters and, as a result, trade is too extensive.

The other issue is whether or not the trade is “pointless.” For
instance, on average, every month Sweden imports 1305 metric tons
of bottled water and exports 791 metric tons. Can this be justified?
The main cost of this trade pattern is the additional transport costs —
it would be cheaper for Sweden to consume its own water rather than
ship it overseas and import other water. However, this cost can be
offset by two factors. The first is that competition is increased through
imports. This will lead to lower prices. Existing consumers of bottled
water pay less. Because prices fall, more bottles are sold as consump-
tion rises. The second benefit is that the variety of products available
increases. If consumers value variety, this will also boost welfare. If
the competition and variety effects are large enough, they can offset
the higher transport costs.

Insecurity and “the Race to the Bottom”

Comparative advantage means that a nation specializes in cer-
tain sectors so that it becomes vulnerable to adverse demand or
price movements in that sector. In other words, workers face greater
insecurity. This insecurity is further increased by the fact that MNEs
and other firms can easily relocate to other countries. It is noticeable that
countries that do more trade tend to have larger levels of government
transfer payments, unemployment benefits, and welfare payments,
which will help to offset this insecurity and cushion the volatility of
employment.

However, while globalization may increase the need for govern-
ments to protect certain sectors of the population, the fear is, it will
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reduce their ability to do so. MNEs can choose to locate around the
globe, and so countries will compete to attract them by reducing
corporate tax rates and offering large subsidies. This process is called
“the race to the bottom” as governments compete with one another to
offer the lowest corporate tax rates. If governments do cut corporate
tax rates, then unless they can increase labor income taxes, they will
not have enough revenue to finance the welfare state and will have
to reduce their generosity. Globalization therefore may remove the
ability to protect workers at the same time as it increases the need
for this protection. The same argument can be applied to government
regulations concerning environmental protection, working standards,
and minimum wages. One way to overcome this problem is for go-
vernments to agree to common standards. For instance, the EU has
rules restricting the subsidies that its member countries are allowed
to pay to firms in order to prevent a race to the bottom, and efforts to
create global environmental standards, such as the Kyoto agreement,
are ongoing.

The race to the bottom argument rests on three assumptions.

MNEs do not have a strong reason to locate in one country rather
than another, so they are easily tempted away by subsidies.

MNEs do not bring substantial spillover benefits to offset the lo-
wer tax rates they pay.

Corporate taxes are at the appropriate level to begin with and are
not too high.

What is the evidence regarding the race to the bottom? Conside-
ring the overall tax burden paid by firms, expressed as a percentage of
GDP, there is little support — the corporate tax take has not declined
over time. This does not invalidate the threat of the race to the bottom;
it just suggests that it has not yet operated strongly.

Cultural and Political Concerns

We have focused above on the economic implications of glo-
balization, but many of the criticisms are more politically focused.
Globalization produces a greater role for markets, so naturally
globalization is seen critically by those with anticapitalist views.
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Globalization also means that more resources are being allocated
by market mechanisms and this may lack legitimacy. For instance,
consider the case of a country that has banned child labor but now,
because of globalization, finds itself importing textiles made using
child labor. No democratic decision has been made in the importing
country, yet market forces have brought about this change. This
is also an example where countries begin to lose their national
sovereignty: domestic rules cease to have jurisdiction. Other
examples of this loss of sovereignty are connected to the power
of MNEs and the rules of the World Trade Organization (WTO)
that lead domestic governments to alter their policies. A loss of
cultural sovereignty is also a common criticism of globalization.
Globalization has led to a proliferation of global brands and an
alleged homogenization of cultures — “Americanization” or “Eu-
ropeanization.”

This is a wide and varied list of criticisms of globalization. We
have covered cultural change, environmental problems, inequality
and poverty, the monopoly power of MNEs, instability, and insecu-
rity. What is interesting, is that these were precisely the criticisms
made of industrialization in the nineteenth century as domestic
markets began to grow and restructure the economy. Governments
then realized that in order to bring out the best features of markets
they would have to intervene to restrict industrial pollution, intro-
duce town planning and health regulation, introduce schemes to
help the poor, create government organizations to restrict mono-
poly abuse by firms and provide regulation and insurance to preser-
ve stability in the banking system. In other words, in response to
the growth of markets we saw the development of national go-
vernments, institutions and regulations to reduce the disadvanta-
ges of markets and support the advantages. What this argument
suggests is that with the development of global markets we require
national governments to agree to international standards and help
construct global institutions in order to optimize the contribution
that global markets make to welfare.
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Text 3

Restricted and Preferential Trade

The infant industry argument. Some industries in a country may
be in their infancy, but have a potential comparative advantage. This
is particularly likely in developing countries. Such industries are
still too small to have gained economies of scale, their workers are
inexperienced, they lack back-up facilities, such as communications
networks and specialist suppliers. They may have only limited access
to finance for expansion. Without protection, these infant industries
will not survive competition from abroad.

Protection from foreign competition, however, will allow them
to expand and become more efficient. Once they have achieved a
comparative advantage, the protection can then be removed to enable
them to compete internationally.

Similar to the infant industry argument is the senile industry ar-
gument. This is where industries with a potential comparative ad-
vantage have been allowed to run down and can no longer compete ef-
fectively. They may have considerable potential, but be simply unable
to make enough profit to afford the necessary investment without
some temporary protection.

To reduce reliance on goods with little dynamic potential. Many
developing countries have traditionally exported primaries: foodstuffs
and raw materials. The world demand for these, however, is fairly
income inelastic, and thus grows relatively slowly. In such cases, free
trade is not an engine of growth. Instead, if it encourages countries'
economies to become locked into a pattern of primary production,
it may prevent them from expanding in sectors like manufacturing,
which have a higher income elasticity of demand. There may thus be a
valid argument for protecting or promoting manufacturing industry.

A country may engage in dumping by subsidising its exports. Al-
ternatively, firms may practise price discrimination by selling at a
higher price in home markets and a lower price in foreign markets in
order to increase their profits. Either way, prices may no longer reflect

171



comparative costs. Thus, the world would benefit from tariffs being
imposed to counteract such practices.

It can also be argued that there is a case for retaliating against
countries that impose restrictions on your exports. In the short run,
both countries are likely to be made worse off by a contraction in
trade. But if the retaliation persuades the other country to remove its
restrictions, it may have a longer-term benefit. In some cases, the mere
threat of retaliation may be enough to get another country to remove
its protection.

Methods of restricting trade. Tariffs (customs duties). These are
taxes on imports and are usually ad valorem tariffs: i.e., a percentage of
the price of the import. Tariffs that are used to restrict imports are most
effective if demand is elastic (e.g. when there are close domestically
produced substitutes). Tariffs can also be used as a means of raising
revenue, but in this case they are more effective if demand is inelastic.
They can also be used to raise the price of imported goods to prevent
“unfair” competition for domestic producers.

Quotas. These are limits imposed on the quantity of a good that can
be imported. Quotas can be imposed by the government, or negotiated
with other countries which agree “voluntarily” to restrict the amount
of exports to the first country.

Exchange controls. These include limits on how much foreign
exchange can be made available to importers (financial quotas), or to
citizens travelling abroad, or for investment. Alternatively, they may
take the form of charges for the purchase of foreign currencies.

Import licensing. The imposition of exchange controls or quotas
often involves requiring importers to obtain licences. This makes it
easier for the government to enforce its restrictions.

Embargoes. These are total government bans on certain imports
(e.g. drugs) or exports to certain countries (e.g. to enemies during
war).

Export taxes. These can be used to increase the price of exports
when the country has monopoly power in their supply.

Subsidies. These can be given to domestic producers to prevent
competition from otherwise lower-priced imports. They can also

172



be applied to exports in a process known as dumping. The goods
are 'dumped' at artificially low prices in the foreign market. (This,
of course, is a means of artificially increasing exports, rather than
reducing imports.)

Administrative barriers. Regulations may be designed to exclude
imports. For example, in Germany all lagers not meeting certain
purity standards are banned. Taxes may be imposed that favour local
products or ingredients.

Procurement policies. This is where governments favour domestic
producers when purchasing equipment (e.g. defence equipment).

The world economy seems to have been increasingly forming into
a series of trade blocs, based upon regional groupings of countries:
the European region centred on the European Union, the Asian
region on Japan, the North American region on the USA and the
Latin American region. Such trade blocs are examples of preferential
trading arrangements. These arrangements involve trade restrictions
with the rest of the world, and lower or zero restrictions between the
members.

Although trade blocs clearly encourage trade between their mem-
bers, many countries outside the blocs complain that they benefit the
members at the expense of the rest of the world. For many developing
economies, in need of access to the most prosperous nations in the
world, this represents a significant check on their ability to grow and
develop.

Types of preferential trading arrangement. There are three
possible forms of such trading arrangements.

Free trade areas. A free trade area is where member countries
remove tariffs and quotas between themselves, but retain whatever
restrictions each member chooses with non-member countries. Some
provision will have to be made to prevent imports from outside coming
into the area via the country with the lowest external tariff.

Customs unions. A customs union is like a free trade area, but
in addition, members must adopt common external tariffs and quotas
with non-member countries.
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Common markets. A common market is where member countries
operate as a single market. Like a customs union, there are no tariffs
and quotas between member countries and there are common external
tariffs and quotas. But a common market goes further than this. A full
common market includes the following features:

A common system of taxation. In the case of a perfect common
market, this will involve identical rates of tax in all member count-
ries.

A common system of laws and regulations governing production,
employment and trade. For example, in a perfect common market,
there would be a single set of laws governing issues such as product
specification (e.g. permissible artificial additives to foods, or levels
of exhaust emissions from cars), the employment and dismissal
of labour, mergers and takeovers, and monopolies and restrictive
practices.

Free movement of labour, capital and materials, and of goods and
services. In a perfect common market, this will involve a total absence
of border controls between member states, the freedom of workers to
work in any member country and the freedom of firms to expand into
any member state.

The absence of special treatment by member governments of their
own domestic industries. Governments are large purchasers of goods
and services. In a perfect common market, they should buy from
whichever companies within the market offer the most competitive
deal and not show favouritism towards domestic suppliers — they
should operate a common procurement policy.

The definition of a common market is sometimes extended to in-
clude the following two features of economic and monetary union:

A fixed exchange rate between the member countries' currencies.
In the extreme case, this would involve a single currency for the whole
market.

Common macroeconomic policies. To some extent, this must
follow from a fixed exchange rate, but in the extreme case it will
involve a single macroeconomic management of the whole market,
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and hence the abolition of separate fiscal or monetary intervention by
individual member states.

Most countries have not pursued a policy of totally free trade.
Their politicians know that trade involves costs as well as benefits.
In this section, we will attempt to identify what these costs are, and
whether they are genuine reasons for restricting trade.

Although countries may sometimes contemplate having comple-
tely free trade, they usually limit their trade. However, they certainly
do not ban it altogether. The sorts of questions that governments pose
are (a) should they have freer or more restricted trade and (b) in which
sectors should restrictions be tightened or relaxed? Ideally, countries
should weigh up the marginal benefits against the marginal costs of
altering restrictions.

Text 4

The World Economic Organizations
The European Bank for Reconstruction and Development

The European Bank for Reconstruction and Development
(EBRD) was established in 1991 when communism was crumbling in
central and eastern Europe and ex-soviet countries needed support to
nurture a new private sector in a democratic environment. Today the
EBRD uses the tools of investment to help build market economies
and democracies in 28 countries from central Europe to central Asia.
The EBRD is the largest single investor in the region and mobilises
significant foreign direct investment beyond its own financing.

Intercontinental Exchange (ICE)

ICE’s products include derivative contracts based on key energy
commodities: crude oil and refined oil products, such as heating oil
and jet fuel, and other products like natural gas and electric power.
Recently, ICE Futures introduced what has become Europe’s leading
emissions futures contract in conjunction with the European Climate
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Exchange. The majority of trades in ICE’s markets are cash-settled,
based on the value of the underlying commodity, rather than settled
through physical delivery of the commodity.

The International Monetary Fund (IMF)

The IMF is an international organization of 184 member countries.
It was established to promote international monetary cooperation,
exchange stability, and orderly exchange arrangements; to foster
economic growth and high levels of employment; and to provide
temporary financial assistance to countries to help ease balance of
payments adjustment. Since the IMF was established its purposes have
remained unchanged, but its operations—which involve surveillance,
financial assistance, and technical assistance — have developed to
meet the changing needs of its member countries in an evolving world
economy.

The London Metal Exchange (LME)

The London Metal Exchange is the world's premier non-ferrous
metals market with highly liquid contracts and a worldwide reputa-
tion. It is innovative while maintaining its traditional strengths and
remains close to its core users by ensuring that its contracts continue
to meet the high expectations of industry. As a result, it is highly
successful with a turnover in excess of US $4,500 billion per annum.
It also contributes to the UK’s invisible earnings to the sum of more
than 250 million pounds in overseas earnings each year.

The New York Mercantile Exchange (NYMEX)

The New York Mercantile Exchange, Inc. is the world's largest
physical commodity futures exchange and the preeminent trading
forum for energy and precious metals. The Exchange has stood for
market integrity and price transparency throughoutits 132-year history.
Transactions executed on the Exchange avoid the risk of counterparty
default because the Exchange clearing house acts as the counterparty
to every trade.
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Tokyo Stock Exchange (TSE)

The stock trading floor has attracted attention as a symbol of the
securities and financial markets of our country for more than 120
years since floor trading began at the former Tokyo Stock Exchange,
the predecessor of the current Tokyo Stock Exchange, on June I,
1878. However, the stock trading floor was closed on April 30, 1999
in an effort to accelerate the speed and reduce the cost of transactions
by member securities companies, and seek further efficiency in the
Tokyo market.

The World Bank Group

The World Bank Group is a group of five international organizations
responsible for providing finance and advice to countries for the purposes
of economic development and poverty reduction, and for encouraging
and safeguarding international investment. The group and its affiliates
have their headquarters in Washington D.C., with local offices in 124
member countries. Together with the separate International Monetary
Fund, the World Bank organizations are often called the “Bretton
Woods” institutions, after Bretton Woods, New Hampshire, where the
United Nations Monetary and Financial Conference, which led to their
establishment, took place (1—22 July 1944).

6. Match the following terms (column A) with their definitions (co-
lumn B).

A B
1) globalization a) an official order stopping trade with ano-
ther country
2) free trade b) making a system, laws, or moral attitudes
less strict
3) senile ¢) united or undivided
4) preferential d) policy some countries have of helping

their own industries by putting a large tax on
imported goods or by restricting imports in
some other way
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5) fixed rate

6) dumping

7) embargo

8) tariff

9) custom

10) procurement

11) ad valorem
12) liberalization

13) subsidy

14) protectionism
15) anticapitalism
16) quota

17) cycle

18) single

19) distribution

20) infant

e) the development of an increasingly inte-
grated economy marked especially by free
trade, free flow of capital, and the tapping of
cheaper foreign labor markets

f) the act of obtaining something, such as
supplies for an army or other organization
g) contrary to the economic system, in which
most of the means of production are privately
owned, and production is guided, and inco-
me distributed largely through the operation
of markets

h) level which stays the same and does not or
cannot vary

1) money that is paid by a government or or-
ganization to make prices lower, and reduce
the cost of producing goods

j) a tax that people pay for importing and ex-
porting goods

k) of or characteristic of old age

1) the limited number or quantity of some-
thing

m) new, not well-developed

n) policy by which a government does not
discriminate against imports or interfere with
exports

0) a tax on goods coming into a country or
going out of a country

p) periodic fluctuation in the rate of econo-
mic activity, as measured by the levels of
employment, prices, and production

q) giving or receiving a favour

r) the way in which wealth, property, etc. is
shared among the members of a society

s) the selling of goods in quantity at below
market price

t) based on value
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7. Fill in the blanks by inserting the following, translate into Rus-
sian.

a) pillars b) ambiguous c) currency d) checks e) single f) ratified
g) intergovernmental h) agreement i) customs j) motion k) work
m) policy n) predecessor

The European Union (EU)

The European Union (EU) is an ... and supranational union of
25 democratic member states. The European Union was established
under that name in 1992 by the Treaty on European Union (the
Maastricht Treaty). However, many aspects of the Union existed befo-
re that date through a series of ... relationships, dating back to 1951.
The Union currently has a common ... market consisting of a ... union,
a single ... managed by the European Central Bank (so far adopted by
12 of the 25 member states), a Common Agricultural Policy, acommon
trade ..., and a Common Fisheries Policy. A Common Foreign and
Security Policy was also established as the second of the three ... of
the European Union. The Schengen ... abolished passport control, and
customs ... were also abolished at many of the EU's internal borders,
creating a single space of mobility for EU citizens to live, travel, ...
and invest.

The Eurasian Economic Community (EurAstEC, or EAEC)

The Eurasian Economic Community (EurAsEC, or EAEC) was put
into ... on 10 October 2000 when Belarus, Kazakhstan, Kyrgyzstan,
Russia and Tajikistan signed the treaty. EurAsEC was formally created
when the treaty was finally ... by all five member states in May 2001.
EurAsEC grew out of the CIS Customs Union. All the members of
EurAsEC are also members of the older Commonwealth of Indepen-
dent States, and the relationship between the two organisations is ... .

8. Do sight interpreting of text 1 into Russian.
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9. Render texts 2 and 4 in Russian.

10. Do a written translation of text 3 into Russian.

Part II. Translation from Russian into English

1. Read texts 1 and 2, pick out the economic terms and give their En-
glish equivalents from task 1, Part I.

2. Compare the economic notions and concepts in Part I and Part II.

Text 1

MyTv npeogoneHns HegoCTaTKOB
KanuTaJIMCTU4ECKON CUCTEMDBI

B ycnoBusix pazBuTus mporiecca riio0ann3anui MpakTHIeCKH BCe
CTpaHbl CTPEMSTCA aKTUBU3UPOBATh CBOIO S3KOHOMHUYECKYIO AESTENb-
HOCTb B CHCTEME MHUPOBOI 3KOHOMHUKH, KOTOpas XapaKTepU3yeTcs
HE TOJIbKO CBOOOJIHBIM JABM)KEHHUEM TOBApOB U YCIYT, HO, 4TO Oosee
Ba)XKHO, CBOOOZHBIM JIBIKCHHEM HJIEH U KamuTaia. ITO KacaeTcs Kak
MPSIMBIX KalUTAJIOBIOKEHUN, TaKk ¥ (pUHAHCOBBIX omnepauuii. Ponb
U TeX W JPYTHX MOCTOSHHO BO3pacTajia mocie BTopoit MupoBoit
BOIHBI, HO B MOCJIEIHHE TOABI YCKOPWIICS Mpolecc Iodanu3anuu
MMEHHO ()MHAHCOBBIX PHIHKOB, YTO MPHUBEJIO K TECHON B3aHMMOCBSI3U
MEXy JIBUKEHHEM BaJIOTHBIX KypCOB, OAHKOBCKMM IMPOLEHTOM U
KOTUPOBKAMH aKIM{ B pa3HbIX cTpaHax. [lo cytn cucteMy MUpOBOM
HSKOHOMMKH CJIEyeT pacCMaTpHUBaTh KaK IMOOATbHYIO KalUTaIUCTH-
4yecKyro cuctemy. [IpenmyiecTBa 3Toil CUCTEMBI IPOSBATCS TOJIBKO B
pe3yJibTaTe MpoyMaHHbIX 1 HACTOMYMBBIX YCHIIMN 110 UCTIPABIICHUIO
U YMEHBILIEHUIO €€ HEO0CTAaTKOB, KOTOPbIE MOYKHO CTPYIIIUPOBATh B
ISATh OCHOBHBIX KaTeropuii: HEpaBHOMEPHOE pacipeienieHue onar u
KOHIETIIIMY MUTPAIMK KaluTana, HeCTaOUIbHOCTh (PMHAHCOBOH CH-
CTeMBbI, OMACHOCTh II00ATbHBIX MOHOIOIUN U OJIMrapXuil, HEOIHO-
3HaYHasi POJIb TOCYIapCTBa, MpoliieMa IIEHHOCTE! U COIIMaIbHOTO CO-
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miacusi. Bee aTu kareropuu, pasymeercsi, IpOU3BOJIbHEI, a IPOOIEMbI
B KQ)XJJOW M3 HUX B3aMMOCBSI3aHBbI.

Hepasnomepnoe pacnpedenenue onae u Konyenyuu Mmuepayuu Ka-
numana. brnara rmo0anbHON KalMTaJIMCTHYECKON CUCTEMBI B OCHOB-
HOM pacIpeelsioTCsl HEPaBHOMEPHO. B 3THX yclOBHSX KamuTaml
OKa3bIBaeTCAd B 3HAYUTENIBHO JIyYIIeM MOJOKEHHH, Ye€M HACMHbIE
pabOTHHUKH, TOCKOJIbKY OH Oojiee MoOwmieH. [lpu aToM puHaHCOBBIIM
KaluTaj B CUCTEME MUPOBON SKOHOMHUKH UMEET NMPEUMYIIECTBO I1e-
pel MPOMBINUICHHBIM KanuTaioM. Hampumep, korga kakoe-HHOYIb
MPOM3BOCTBO, CKaXKeM, 3aBOJI, YK€ IIOCTPOCHO, NIEPEIBUHYThH €TI0 B
JPYrod PEerroH MPENCTaBISETCS TOCTaTOUYHO HEJNErKuM JenoM. Ko-
HEYHO, MHOTOHAIIMOHAJIFHBIE KOPHOpAIUU 00a1aloT T'MOKOCTBIO C
TOYKH 3PEHHUS PACLEHOK Ha MepeMEIleHUE, OH UMEIOT BOZMOKHOCTD
OKa3bIBaTh OIPEAEICHHOE BIMSIHUE B IPOIIECCE BHIPAOOTKU PEIICHHS
00 uaBectunuax. Ho aTa ruOKocTh HeCpaBHUMA CO CBOOOON BBIOO-
pa, KOTOPOH MONB3YIOTCSI MEXTyHApOIHbIE (PHHAHCOBBIE HHBECTOPHI.
EcTh npeumyIiecTBo U B TOM, YTOOBI HAXOJUTHCS B LIEHTPE MUPOBOI
SKOHOMHWKH, a He Ha nepudepun. Bece atu pakTopbl criocoOCTBYIOT
MPUBJICUEHUIO KanuTaia B GPMHAHCOBBIN LeHTp. OHM TaKkKe 0ObSICHS-
0T, TOYEeMy MaciuTalObl U 3HaYeHHE (PUHAHCOBBIX PHIHKOB ITOCTOSTHHO
pacTyT.

BwMmecTe ¢ TeM Teopusi SKOHOMUKH MaciITada HCXOIUT U3 TOTO, YTO
MEPEHOC MPOU3BOCTBA B IPYTHe CTPAHBI BEET K POCTY €ro MacuiTa-
00B, CHIDKAET U3JEPKKH MPOU3BOICTBA. MeKIyHApOIHBIE KOPIIOpa-
[IVH JISJTAI0T CTABKY HAa OPraHU3alUI0 IPOU3BOJICTBA C MEHBIIUMH U3-
nepxkamu. [103ToMy HEOOXOMMO OCYIIECTBIIATH MPSMBIE BIOKESHUS
Kanuraia 3a pyoexxom. Teopus pa3menieHus, 000CHOBBIBAS TPUYHHBI
pa3MelIeHus IPOU3BOACTBA U KAaIUTala B PA3HBIX CTPAHAX, OTMEYAET,
YTO MPUYMHAMU HTOTO SIBIISIOTCA JOCTYN K OoJiee JEHIeBbIM pecyp-
caM, 3HaYUTEJIbHO HU3KHE TPAHCIIOPTHBIE PAcXOJibl, CO3/IaHHE Mac-
MITAa0HOTO YKCIIOPTHOTO PHIHKA.

MaccoBblif OTTOK KamuTaia 3a py0ex mccienyeT Teopus Oer-
cTBa KanuTana. [I[pyunHaMu 3TOTO SBJICHHUS OHA CUYUTAET DKOHO-
MUYECKYIO U MOJTUTHYECKYI0 HECTaOUIbHOCTh, HEOIAaronpus THHIH
WHBECTHIIMOHHBIN KIIMMAT, ONaCeHHEe 00ECIICHeHHSI BAIIIOT, KPUMHU-
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HaJIbHYIO J1eATeNbHOCTh. COBpEMEHHBIE TEOPUU MEKTyHAPOTHBIX
MHBECTHIINI OOBACHAIOT MEXIYHApOJHOE [BIKEHHE KamuTasa
pa3HULEl B MPOIEHTHBIX CTaBKaxX, MUHUMHU3AIMEH PUCKOB MTOTEPHU
BJIOKEHHBIX PECYPCOB, PA3JIMYHBIM YPOBHEM HAJIOTOOOIOKECHHUS,
JICJIOBBIMHU IIMKJIAMH, Pa3HUIEH B TPAHCAKIMOHHBIX H3JAEpKKax
u Jp.

Ha ocHOBe coBpeMEHHbIX KOHUENLUNA MUT ALY KalluTajia YKOHO-
MHUCTaMU pazpaboTaH psia Mojesneil, 000CHOBBIBAIOIINX BOZMOXKHOCTb
1 HEOOXOIMMOCTb MPSIMBIX HHBECTULIMH 3a pyOexxoM. Cpeau HUX Mo-
Jenb MoHononuctudeckux npeumyiiects C. Xaimepa, YU.I1. Kuna-
nebeprepa, I. JIx. [xoncona u P. Jlakpya. THK nanpasisttot npsiMbie
WHBECTULIMHU B JPyTHUE CTPaHbl, TaK KAK OHU MMEIOT MOHOIIOJIbHBIE
MPEUMYIIECTBA ePEl MECTHBIMH HHOCTPAHHBIMU KOMITAaHUSMHU (CO0-
CTBEHHOCTb Ha ONPEEIECHHBIE PECYPChI, HOBEHMILINE TEXHOIOIMH, Ha-
JIUYKE OPUTHHAJILHBIX MPOAYKTOB, YIIpaBIeHUECKast KBaIU(UKaLus),
910 0oOecrneynBaeT UM 0osiee BBICOKHE JOXO/IBI.

Text 2

Teauco [Hxopaxxa Copoca o rnobanusauuu

['mobGanm3arust — 3TO CIMIIKOM YacTO YMOTPEOIsIeMbIii TEPMHUH,
KOTOpPOMY MOKHO MpHUaBaTh CaMble pa3iMyHble 3HaueHus. B Ha-
CTOSIIIIEM OOCYKIECHUH MBI OyIeM HCXOIUTh U3 TOTO, YTO 3TOT TEep-
MUH 03HAyaeT Mo0aan3anuio (UHAHCOBBIX PHIHKOB U PacTyIIee J10-
MUHUPYIOIIEE BIUSHUE HAa HAIIMOHAIBHBIE YKOHOMUKH TTI00ATBHBIX
(MHAHCOBBIX PHIHKOB M TPaHCHAIIMOHAJIBHBIX Kopropauuid. B stom
CMBICJIC TIO0QIHM3AIHIO CIIEAYEeT OTIHYaTh OT CBOOOMTHOM TOPTOBIIH,
KOTOpasi He UMEET TaKUX JAJIEKO UIYIIUX MOCIAESICTBUMN I OT/IEb-
HBIX CTpaH.

XapakTepHOil 0COOEHHOCTBIO TOOATU3UPOBAHHBIX (PUHAHCO-
BBIX PBIHKOB SIBIISIETCSI TO, YTO OHU OOECIEYMBAIOT BO3MOKHOCTH
CBOOOAHOrO ABMXKEHUS (PUHAHCOBOTO KamuTana. [lockonbKy Kamu-
Taql SBISETCS OJNHUM W3 HEOOXOTUMBIX WHTPEIUEHTOB TPOU3BO/I-
CTBa, KaX/asi CTpaHa JOJKHA KOHKYPUPOBATh C IPYTUMHU CTpaHAMU
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3a €ro MpUBJICYEHHUE; ITO JIMIIAET €€ BO3MOKHOCTH 00Jararh Karu-
TaJ HAJIOTaMH M PETYIUpOBaTh ero. HopMbI 1 cucTemsl connaabHO-
ro o0ecreyeHus, KOTOpbIe 3aBUCAT OT HAJIOTOB € 3apa0OTHOM TIATHI
U BBIXOJHBIX MOCOOUH, CTamy KOHTPIPOIYKTUBHBIMH, IOCKOJIBKY
OHM 00€CIEeYHBAIOT OTTOK KaIllUTajla Ha JPyTrue HYKIbl. AHAIOTHY-
HBIM 00pa3oM Bce 0ojiee HECOCTOSITEIIbHOW CTAHOBHTCS IMPAaKTHKA
00JIOKEHUST BBICOKMMHU HAJIOTaMH KOPIIOPATUBHBIX M JIMYHBIX JTOXO-
noB. Iloxg naBneHnem rmoOanu3anuy OTJENbHBIE CTPAHbBI JOJDKHBI
YMEHBIIATh POJIb FOCYAaPCTBA B YKOHOMHUKE JJIsl TOBBILICHHS CBOCH
KOHKYPEHTOCTIOCOOHOCTH.

I'mobGanuzanus npuHecna orpoMmHble Onara. [ocymapcTBeHHOE
BMEINIATEIBCTBO B SKOHOMHKY HUKOT/Ia He OBbIII0 0c00eHHO 3(peKTHB-
HBIM; KpPOME TOr0, rOCyJapCTBO CKJIOHHO 3JIOyNOTPeOIsTh CBOEH
BIIacThIO. [TT0Ganu3anus OTKphLIa JTIOASM HOBBIE BO3MOKHOCTHU JUIS
HOBaTOPCTBA M MPEINPUHUMATEILCTBA W YCKOpWJIA TIIOOAIbHBIH
9KOHOMHUYECKHi pocT. Ho y mmobanu3annm MMEIOTCS M HeraTuB-
HBIC acIeKThl. Bo-TIepBBIX, OHA TPEIpacoNokKeHa K KpU3UcaM; BO-
BTOPBIX, OHA YCUJIMBAET HEPABEHCTBO MEXIY OOraThIMU U OCTHBIMU
KaK BHYTPU CTPaH, TaK U MEXJy HHMH; B-TPETbHX, OHA BBI3bIBACT
HETIPaBUJILHOE pacIpeieieHue PeCypcoB MEKIY YAaCTHBIMU M TOCY-
JapCTBEHHBIMU HMHTepecamu. Korna st TOBOPIO O TOCYIapCTBEHHBIX
WHTEpecax, st IMEI0 B BUJLY, MPEeXe Bcero, d3ddexruBHOE TOCYNap-
CTBEHHOE yIpaBjicHue. [J1aBHOW MPUYUHON HHINETHI U OSTHOCTH BO
BCEM MUpE ABJsieTcs Hed(PEKTUBHOE TOCYJAPCTBEHHOE YIIPABJICHHUE.
Crnenyet NOoAYEPKHYTh HEOOXOIUMOCTh OTIEJICHUS MPEI0CTaBICHUS
BOCTPEOOBAHHBIX BO BCEM MHUPE TOCYAapCTBEHHBIX YCIIYT, TAKHX, KaK
OXpaHa OKpy>Karoulei cpenpl win 60pbda ¢ MHPEKITMOHHBIMU 3200-
JIeBaHUSIMH, OT TIOTPEOHOCTH B TIOJIUTHYECKUX U CTPYKTYPHBIX yIIyd-
HICHUSIX B OTJACJIbHBIX CTpaHax. Torma mpuaeTcsl MpU3HaTh, YTO CY-
IECTBYIOT HE TPH, A YETHIPE TIIABHBIX HEOCTATKA, KOTOPBIM CIIEIyeT
YACTUTh BHUMaHUE.

Pazymeercs, Ha mo0anu3anuio Helb3s B3BAJUBATh BUHY 32 He-
s heKTUBHOE TOCyIapCTBEHHOE yIipaBieHue. Eciu y Ha TO Moo,
rio0anu3anys 3acTaBuiia OTACIIbHBIC CTPaHbl MOBBICUTH d(PPEKTHB-
HOCTb FOCYJIapCTBEHHOI'O yNPaBJIEHUs WIIK, [10 KpailHel Mepe, orpa-
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HUYHTDH POJIb TOCYapcTBa B 3koHOMUKe. Ho miobanuzanus caenana
Mup GoJiee B3aMMO3aBUCUMBIM, 1 HEd(PPEKTUBHOE rOCyIapCTBEHHOE
yIpaBJeHUE SBISIETCS TPEMATCTBUEM Ha MyTH K MPaBWIBHO (PyHK-
[IMOHHUPYIOMIEMY TTI00aTBEHOMY OOITIECTBY.

Tpu npyrux HegocTaTka MOKHO MPUIKCATh CBOOOIHOMY JBH-
xeHuto kanutaia. Cama no cebe cBoOOAHAS TOPIrOBIISI HE MOIa
Obl MpUBECTH K (PUHAHCOBBIM KPU3HCAM, PAaBHO KaK U YCUJIUTH
HEpPaBEHCTBO MeXay OorarbiMu U OemaHbiMH. CBOOOIHAS TOPTOB-
T YKPEIUIsieT CPaBHUTEIBHOE MPEUMYIIECTBO BCEX yYaCTHUKOB;
cBOOOHOE IBIKEHUE KalUTajla YKPEIUIIeT CPAaBHUTEIbHOE IPEH-
MYIIECTBO BIAJENbIIEB KallUTaNa U TeX, KTO UM ymnpasisieT. Eciau
JBUKEHHE KamuTajla, 0COOEHHO (PMHAHCOBOTO KamuTajia, sIBJIseT-
Csi CBOOOIHBIM, TO JIBHIKEHHUE JIIOJICKUX PECYpPCOB MO-MPEKHEMY
OCTaeTcsi OrpaHWYEHHBIM. VIMEHHO OHO CKJIOHSIET Yally BECOB B
M0JIb3Y MOCTABIIUKOB KalKUTana. ITO MPOSIBISIETCS KaK BHYTPH OT-
JeNBbHBIX CTPaH, TaK B MEKIYyHAPOAHBIX MacumTadax, MOTOMY 4YTO
Ka)KJasi CTpaHa JOJDKHA MPUJIaraTh yCUIHS IS yepKaHUs U PHU-
BJICUCHUS KANUTAaJA.

3. Render text 1, Part II in English.

4. Do a written translation of text 2, Part II paying attention to the
economic terms and their contextual use.

5. Translate the following quotes into English:

= B snoxy mo0anu3aniy ¥ WHTEPHALMOHATN3AUN TPOU3BO/-
CTBA €IMHCTBEHHBIM KpUTEPHEM ero 3(h(HeKTUBHOCTH M BOCTPEOOBaH-
HOCTH BBIITYCKAaeMOH MPOAYKIIUH SBISIETCS KOHKYPEHTOCIIOCOOHOCTD
(A. 3axapos).

= B ycrnoBusix HedTe10/11apoBOH 3aBUCIMOCTH SKOHOMUKH, UH-
HOBAIIMOHHBIA CEKTOp, BO-TIEPBBIX, MOXKET OOCITYKUBaTh HE(TAHOM
CEKTOP, BO-BTOPBIX, CAMOCTOSITEJIbHO BBIXOJUTh HA MUPOBOH PBIHOK.
XOT4 3TO OYEHB TSKEN0. B-TpeThUX, 3a CUET MOBBIIEHNS TEXHOJIOTHI
MOKET 00CITy)KUBATh BHYTPEHHUH pbIHOK (M. [lensrun).
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= MBI 10JKHBI, B KOHEYHOM CUETe, BBIUTH U3 3TOTO KpU3Hca Mo-
OeUTENSIMU U CO3/1aTh COBPEMEHHYIO apXUTEKTYPY MEXKTyHAPOIHBIX
(hMHaHCOBO-3KOHOMHYECKUX oTHOomeHuH (/1. MeaBenen).

= 3aHATh MUJIJiMapasl 4Jis1 TOro, 4TOOBI TIOHU3UTD HaJIOTH, 3TO
€IMHCTBEHHBIN CITOCO0 MPEIOTBPATUTh 3aTSHKHYO perieccuto. Hamna
HECIOCOOHOCTh K OBICTPHIM JIEHCTBUAM OyIeT O3HA4YaTh HE TOIHKO
MpOBaJ YKOHOMHYECKOW TOJUTHKH, HO U BCET0 PYKOBOJICTBA CTpa-
HOI B 1enoM. HepemuTenbHble U 3an031able TEHCTBUS IPUBEAYT
K emie 0onpieMy 0ocinabIeHUI0 SKOHOMHUKH, YBEIUYECHUIO TIPOOIeM
B (MHAHCOBOIl cucTeMe, POCTy IMPOLEHTHBIX CTAaBOK M HAJIOTOB
(T. Bpayn).



Appendix 1. INCOTERMS

HaunmenoBanue
TEPMHUHA

Kparkas xapakTepucTuka TepMuHa

EXW — na3panue
MecTa (0T aHrl. ex
works ‘c 3aBoya’)

[Iponagern npepocTaBigeT ToBap B pacopsi-
JKEHHE TIOKYTIaTeNsl Ha CBOEM MPEANPHUATHH.
[Toxymnarens HeceT BCe pacXoibl U PUCKH,
CBSI3aHHBIE C MMOTPY3KOI U TIEPEBO3KOM, a TaKxke
BBINTOJTHSIET BCE TAMOXXEHHBIC (POpPMaIbHOCTH
JUISL BBIBO3A TOBApa.

FCA — nazBanue
MecTa (OT aHII. free
carrier ‘ppaHKo-
MIEPEBO3YHK)

OO0s13aHHOCTH MTPOJABIIA CUUTAIOTCS BBITION-
HCEHHBIMH C MOMCEHTA JOCTABKH NPOMICAUICTO
TaMOXKEHHYIO OYHCTKY TOBapa MEPEeBO3UUKY
B Ha3BaHHOE MecTo. [IpogaBerr omkeH 3a
CUET MOKYIIATEISI TIOYIUTh SKCIIOPTHYIO
JULEH3UIO (€ClIM HE0OX0IMMO) U BBITIOJHUTD
BCE TaMOJKEHHBIE (DOPMATBHOCTH JIJIS1 BEIBO3a
TOBapa.

FAS — Ha3Banue
HopTa OTrpy3KH (0T
aHnI. free alongside
ship ‘cBOOOHO B0
oopra cynHa’)

[Iponarer ToJDKeH pa3MeCTHTh TOBAp BIOJb
OopTa cyJHa Ha MpUYalie WIK Ha JUXTepax

B ITyHKTE OTrpy3ku. C 3TOr0o MOMEHTa BCE
pacxozuﬂ 158 pI/ICKI/I FI/I6CJ'II/I NJINn HOBpe)K}leHI/Iﬂ
TOBapa HeceT MoKynareib. [Ipogaser Takke
00s13aH 3a CBOI CYET MOJIYYUTh SKCIIOPTHYIO
JIUTEH3UIO (€CITH 3TO HEOOXOAMMO) M BBITIOJ-
HUTH BCE TaMOXKEHHBIC (DOPMaTbHOCTH TS
BBIBO3a TOBapa.

FOB — nazBanue
rmopTa OTrpy3kH (0T
aHII. free on board
‘cB00OIHO Ha OopTy
cynHa’)

O0513aHHOCTH TIPOABIIA CYUTAKOTCS BBITIOJIHEH-
HBIMH C MOMEHTA TIepexo/ia TOBapa yepes mopyd-
HU Cy/IHA B TIOPTY OTrpy3ku. [Ipoaaselr 1omkeH
3a CBOM CYET MOJIYYHUTh IKCIIOPTHYIO JIUIIEH3HIO
(ecrii HEOOXOIMMO) U BBITIOJIHUTH BCE TAMOXKEH-
HbIe (POPMAITLHOCTH TS BEIBO3a TOBApA.
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HawnmenoBanue
TepMHUHa

Kparkas xapakTepucTuka TepMHHA

CFR — Ha3BaHue
HopTa Ha3Ha4YeHUs (0T
aHII. cost and freight
‘CTOUMOCTB U (Ppaxt’)

IIponaserr JOMKEH OIUIATUTh PACXObl U (hPaxT,
HEOOXOIMMBIE JJISl IOCTaBKH TOBApOB B YKa3aH-
HBIW IOPT HazHaueHust. OTHAKO PUCK rubenn
WJIM TIOBPEXKICHUS TOBapa NMEPEXOINT K T10-
KyTaTelto B MOMEHT IepeIadn ToBapa depe3
MIOPYYHHU CYy/IHA B MTOPTY OTTPY3KU. DKCIIOPTHHIC
MONUIMHBI OIJIAYMBAET MPOABEL, a UMIIOPT-
Hble — MOKyTaTeJb.

CIF — HazBanue
HopTa Ha3Ha4YeHUs (OT
aHI. cost, insurance
and freight ‘crou-
MOCTB, CTPaXxOBaHHE U
paxr’)

Tepmun omtuudaercs ot CFR tem, uto Ha
HpOAaBIIa IOMOTHUTENIBHO BO3/IaraeTcst 0os-
3aHHOCTb 3aKIIIOUUTH 33 CBOM CUET JJOIOBOP
MOPCKOTO CTPaxOBaHUs OT PHCKa FHOeIH WiIH
MOBPEXkKICHHs TOBApa BO BPEMsl IEPEBO3KH.
IIponasen 00s13aH 3aK/IIOUUTH JOTOBOP CTPaXo-
BaHUs U OILIATUTh CTPAXOBBIE B3HOCHI.

CPT — HazBaHue
MecTa Ha3HadeHus (0T
aHII. carriage paid to
‘repeBo3Ka oriaueHa
10’)

[Iponasen orutaynBaeT GpaxT 3a MepeBO3Ky
TOBapa 110 yKa3aHHOTro MecTa HazHadeHus. Ho
PHCK THOEH WIIH TTOBPEKICHUS TOBapa mepe-
XOIHT OT MPOJABIIA K MOKYIIATEII0 B MOMCHT,
KOT/Ia TOBap MEPEIacTcs B PaCIIOpsHKEHIE
MIEPBOTO MEPEBO3YUKA. DKCIIOPTHBIC TOIITHHBI
OILTAYMBAET IIPOJIaBel], a UMIIOPTHBIE — IO~
KyTiaTelb.

CIP — HazBaHue
MecTa Ha3Ha4CHUS
(ot aHI. carriage
and insurance paid to
‘TIepeBO3Ka M CTPaxo-
BaHHE OTUIAYEHEI JIO)

IIponaserr HeceT Te ke 00SI3aHHOCTH, UTO U
coriacHo TepmMuHy CPT, HO AOMIONHUTENBHO
TaKKe JI0OJDKeH 0(hOPMUTH TPAHCIIOPTHOE CTpa-
XOBaHHE OT PUCKOB MO I TIOBPEIKICHHS
TOBapOB BO BpEMsI TIEPEBO3KHU.
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HaunmenoBanue
TEPMHUHA

Kparkas xapakTepucTuka TepMuHa

DAF — na3zBanue
MeCTa IMOCTaBKH (0T
aHri. delivered at
frontier ‘nocraBka 10
TPaHUIIBI )

OO0s13aHHOCTH TPOAABLA CUUTAIOTCS BHITIOJIHEH-
HBIMH, KOTJIa TOBap, MPOLIEeINI TAMOKCHHOE
oQopMIIeHHE AT SKCTIOPTA, TPHUOBIBACT B yKa-
3aHHOE MecTo Ha rpanutie. [Ipu sTom 06s13aH-
HOCTH I10 NOTY4EHHIO UMIIOPTHOM JTULEH3UU U
TaMOXEHHOMY O(OPMIIEHHIO ISl BBO3a TOBApa
BO3JIaraeTcs Ha MOKyTaTeIs.

DES — na3Banue
nopTa Ha3HaueHus (OT
aHnI. delivered ex ship
‘TIoCTaBKa ¢ CyjHa’)

ITponasew 1OMKEH JOCTABUTh €LIE HE MPOLIE]-
I TaMOXXEHHOE 0(OpMIIEHHUE ISt UMIIOpTa
TOBap B PaCTOpsDKEHHE MOKyaTens Ha 60pT
Cy[Ha B OIPEIEICHHOM JOTOBOPOM IIOPTY Ha-
3HaueHus. C 9TOro MOMEHTA BCE PUCKH U J1aJlb-
Helfl1e pacxo/ibl HECET MOKYNaTellb, BKIIIOUast
yIJIaTy UMIOPTHBIX MOLUIUH.

DEQ — Ha3BaHme
MOpTa Ha3HAYCHHUS

(ot anrn. delivered ex
quay ‘TiocTaBKa c Mpu-
CcTaH|’)

O053aHHOCTH IIPOJIABLA CYUTAIOTCS BBIIIONI-
HEHHBIMHU C MOMEHTA MPEI0CTaBICHHs TOBapa,
HE MPOIIEAIIET0 TAMOXEHHOTO 0(hOPMIICHHUS
JUISL IMIIOPTA, HA TIPUCTaHU B OIPEICIICHHOM
JIOrOBOPOM OpTy HazHaueHus. [Iponasent
00s13aH HECTH BCE PACXOIIBI M PHCKH, CBS3aHHEIC
C TPAHCIIOPTUPOBKON M BBITPY3KOH ToBapa Ha
npucTaHb. TaMOXKEHHYIO OYMCTKY TOBapa JJjist
UMIIOPTa OCYILECTBISET NOKYNATENb.

DDU — na3Banue
MecTa Ha3Ha4YeHHs (0T
aHr. delivered duty
unpaid ‘nocraBka 06e3
OTUTATHI TTOTLTAHBL )

O0s13aHHOCTH TPOJIABIIA BHITIOTHEHBI B MOMEHT
JIOCTaBKH TOBapa B ONPEICICHHBIN JJOTOBOPOM
MyHKT B cTpaHe BBo3a. [Ipogaser; HeceT Bce
PHUCKH M PacXoJIbl 1O JJOCTABKE TOBApa, HCKITIO-
Yasi yIUIaTy HaJOTOB, MOILIHH U UHBIX COOPOB,
B3UMAaEMBIX TIPU BBO3€E TOBapA.
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HawnmenoBanue
TepMHUHa

Kparkas xapakTepucTuka TepMHHA

DDP — nazBanue
MecTa Ha3Ha4eHUS
(ot anr. delivered
duty paid ‘octaBka c
OTIIIATON TIOTILITMHBI )

B ormnuue or DDU, 310 ycnoBue nocraBku
BO3JIaraeT 0Os[3aHHOCTH 110 TAMOKEHHOM OYHCT-
K€ BBO3MMOI'0 TOBapa U OILIaTe BCEX HAJIONOB U
cOOpOB, B3MMaeMBbIX IIPU BBO3€, HA MIPOJABIIA.
Tepmun DDP npennonaraetT MakcuMaJIbHbIE
00s13aTeNbCTBa MPOAABLA 0 JOCTABKE TOBAPA.
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Appendix 2. MAJOR JOB TITLES IN BUSINESS

Finance Job Titles
. Account Examiner 25. Claims Examiner
. Account Examiner Supervi- 26. Collections Representative
sor 27. Controller
. Account Executive 28. Cost Accountant
. Account Manager 29. Credit Analyst
. Accountant 30. Economic Analyst
. Accountant Manager 31. Economic Manager
. Accounting 32. Economic Specialist
. Accounting Assistant 33. Finance
. Accounting Manager 34. Financial Advisor
. Accounting Technician 35. Financial Analyst
. Accounts Assistant 36. Financial Counselor
. Accounts Payable 37. Investment Banking
. Accounts Receivable 38. Leasing Industry
. Appraiser 39. Liability Examiner
. Audit Manager 40. Loan Officer
. Auditing 41. Loan Processor
. Auditor 42. Mortgage Banking
. Bank Manager 43. Mutual Funds
. Bank Teller 44. Payroll Administrator
. Banking 45. Risk Management
. Billing Specialist 46. Senior Accountant
. Bookkeeper 47. Tax Accountant
. Cashier 48. Teller

. Certified Public Accountant

Managerial Job Titles
B2B 5. Development Manager
. Business 6. ICT Manager
. Business Analyst 7. IT Manager
. Convention Management 8. IT Support Administrator
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10.
. Buyer
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.

. I'T Support Officer
10.
11.
12.
13.
14.

Manufacturer

Out Sourcing Executive
Planning Analyst
Planning Manager
Planning Specialist

15. Policy Assistant

16. Project Control Manager
17. Support Analyst

18. Systems Integration

19. Technology Assistant

Sales Job Titles

. Advertising Sales

. Animal Health Sales

. Auto Sales

. Automobile Sales

. Automotive Sales

. Biotech Sales

. Boat Sales

. Branch Manager

. Business Development Ma-

nager
Business to Business Sales

Car Sales

Channel Manager
Chemical Sales

Clothing company
Computer Sales

Counselor

Customer Service Manager
Dental Sales

Direct Sales

Director of Sales
Educational Sales
Employment Counselor
Entry Level Pharmaceutical
Sales

25. Food Sales

26. Golf Sales

27. Guidance Counselor

28. Health Care Sales

29. Help Desk

30. Hotel Sales

31. Industrial Sales

32. Inside Sales

33. Insurance

34. Insurance Industry

35. Insurance Sales

36. Insurance Specialist

37. International Sales

38. IT Sales

39. Manager Sales

40. Marketing

41. Marketing Manager

42. Medical Device Sales

43. Medical Equipment Sales
44. Medical Sales

45. Merchandiser

46. Outside Sales

47. Pharmaceutical Sales

48. Pharmaceutical Sales Rep
49. Product Manager

50. Product Marketing Manager



51.
52.
53.
54.
55.
56.
57.
58.
59.
60.
61.
62.
63.
64.
65.
66.

Professional Sales
Promotional Agent
Promotional Specialist
Property Analyst
Property Manager
Real Estate

Real Estate Agent
Real Estate Appraiser
Real Estate Sales
Retail

Retail Manager
Retail Sales

Sales

Sales and Marketing
Sales Associate

Sales Executive

67.
68.
69.
70.

71

Sales Management
Sales Manager
Sales Rep

Sales Representative

. Sales Training
72.
73.
74.
75.
76.
77.
78.
79.
80.
81.
82.

Service Manager
Share Time Sales
Software Sales
Software Services
Store Manager
Surveying Technician
Technical Sales
Telemarketer
Telephone Sales
Travel Agent
Wine Sales



Appendix 3. WORLD’S MAJOR CURRENCIES

Country Currency ISO-4217 | Symbol
A
Afghanistan Afghan afghani AFN
Albania Albanian lek ALL
Algeria Algerian dinar DZD
American Samoa see United States
Andorra see Spain and France
Angola Angolan kwanza AOA
Anguilla East Caribbean dollar XCD EC$
Antigua and Barbuda  East Caribbean dollar XCD ECS$
Argentina Argentine peso ARS
Armenia Armenian dram AMD
Aruba Aruban florin AWG
Australia Australian dollar AUD
Austria European euro EUR €
Azerbaijan Azerbaijani manat AZN
B
Bahamas Bahamian dollar BSD B$
Bahrain Bahraini dinar BHD
Bangladesh Bangladeshi taka BDT
Barbados Barbadian dollar BBD Bds$
Belarus Belarusian ruble BYR Br
Belgium European euro EUR €
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Country Currency ISO-4217 | Symbol
Belize Belize dollar BZD BZ$
Benin West African CFA XOF CFA

franc
Bermuda Bermudian dollar BMD BD$
Bhutan Bhutanese ngultrum BTN Nu.
Bolivia Bolivian boliviano BOB Bs.
Bosnia-Herzegovina ~ Bosnia and BAM KM
Herzegovina
konvertibilna marka
Botswana Botswana pula BWP P
Brazil Brazilian real BRL R$
British Indian Ocean  see United Kingdom
Territory
Brunei Brunei dollar BND B$
Bulgaria Bulgarian lev BGN
Burkina Faso West African CFA XOF CFA
franc
Burma see Myanmar
Burundi Burundi franc BIF FBu
C
Cambodia Cambodian riel KHR
Cameroon Central African CFA  XAF CFA
franc
Canada Canadian dollar CAD $
Canton and see Kiribati
Enderbury Islands
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Country Currency ISO-4217 | Symbol

Cape Verde Cape Verdean escudo CVE Esc

Cayman Islands Cayman Islands KYD KY$
dollar

Central African Central African CFA  XAF CFA

Republic franc

Chad Central African CFA  XAF CFA
franc

Chile Chilean peso CLP

China Chinese renminbi CNY ¥

Christmas Island see Australia

Cocos (Keeling) see Australia

Islands

Colombia Colombian peso COP Col$

Comoros Comorian franc KMF

Congo Central African CFA  XAF CFA
franc

Congo, Democratic Congolese franc CDF F

Republic

Cook Islands see New Zealand

Costa Rica Costa Rican colon CRC (1)

Cote d'Ivoire West African CFA XOF CFA
franc

Croatia Croatian kuna HRK kn

Cuba Cuban peso CcucC $

Cyprus European euro EUR €

Czech Republic Czech koruna CZK K¢e
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Country Currency ISO-4217 | Symbol
D
Denmark Danish krone DKK Kr
Djibouti Djiboutian franc DIJF Fdj
Dominica East Caribbean dollar XCD ECS$
Dominican Republic =~ Dominican peso DOP RDS$
Dronning Maud Land  see Norway
E
East Timor see Timor-Leste
Ecuador uses the U.S. Dollar
Egypt Egyptian pound EGP £
El Salvador uses the U.S. Dollar
Equatorial Guinea Central African CFA  GQE CFA
franc
Eritrea Eritrean nakfa ERN Nfa
Estonia Estonian kroon EEK KR
Ethiopia Ethiopian birr ETB Br
F
Faeroe Islands see Denmark
(Faroyar)
Falkland Islands Falkland Islands FKP £
pound
Fiji Fijian dollar FID FJ$
Finland European euro EUR €
France European euro EUR €
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Country Currency ISO-4217 | Symbol
French Guiana see France
French Polynesia CFP franc XPF F
G
Gabon Central African CFA  XAF CFA
franc
Gambia Gambian dalasi GMD D
Georgia Georgian lari GEL
Germany European euro EUR €
Ghana Ghanaian cedi GHS
Gibraltar Gibraltar pound GIP £
Great Britain see United Kingdom
Greece European euro EUR €
Greenland see Denmark
Grenada East Caribbean dollar XCD ECS$
Guadeloupe see France
Guam see United States
Guatemala Guatemalan quetzal GTQ Q
Guernsey see United Kingdom
Guinea-Bissau West African CFA XOF CFA
franc
Guinea Guinean franc GNF FG
Guyana Guyanese dollar GYD GY$
H
Haiti Haitian gourde HTG G
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Country Currency ISO-4217 | Symbol

Heard and McDonald  see Australia
Islands
Honduras Honduran lempira HNL L
Hong Kong Hong Kong dollar HKD HKS$
Hungary Hungarian forint HUF Ft

I
Iceland Icelandic krona ISK kr
India Indian rupee INR Rs
Indonesia Indonesian rupiah IDR Rp
International Special Drawing XDR SDR
Monetary Fund Rights
Iran Iranian rial IRR
Iraq Iraqi dinar 1QD
Ireland European euro EUR €
Isle of Man see United Kingdom
Israel Israeli new sheqel ILS
Italy European euro EUR €
Ivory Coast see Cote d'Ivoire

J
Jamaica Jamaican dollar JMD J$
Japan Japanese yen JPY ¥
Jersey see United Kingdom
Johnston Island see United States
Jordan Jordanian dinar JOD
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Country Currency ISO-4217 | Symbol
K
Kampuchea see Cambodia
Kazakhstan Kazakhstani tenge KZT T
Kenya Kenyan shilling KES KSh
Kiribati see Australia
Korea, North North Korean won KPW W
Korea, South South Korean won KRW W
Kuwait Kuwaiti dinar KWD
Kyrgyzstan Kyrgyzstani som KGS
L
Laos Lao kip
LAK KN
Latvia Latvian lats LVL Ls
Lebanon Lebanese lira LBP
Lesotho Lesotho loti LSL M
Liberia Liberian dollar LRD LS
Libya Libyan dinar LYD LD
Liechtenstein uses the Swiss franc
Lithuania Lithuanian litas LTL Lt
Luxembourg European euro EUR €
M
Macau Macanese pataca MOP P
Macedonia (Former ~ Macedonian denar MKD

Yug. Rep.)
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Country Currency ISO-4217 | Symbol
Madagascar Malagasy ariary MGA FMG
Malawi Malawian kwacha MWK MK
Malaysia Malaysian ringgit MYR RM
Maldives Maldivian rufiyaa MVR Rf
Mali West African CFA XOF CFA

franc

Malta European Euro EUR €
Martinique see France
Mauritania Mauritanian ouguiya  MRO UM
Mauritius Mauritian rupee MUR Rs
Mayotte see France
Micronesia see United States
Midway Islands see United States
Mexico Mexican peso MXN $
Moldova Moldovan leu MDL
Monaco see France
Mongolia Mongolian tugrik MNT
Montenegro see Italy
Montserrat East Caribbean dollar XCD ECS$
Morocco Moroccan dirham MAD
Mozambique Mozambican metical MZM MTn
Myanmar Myanma kyat MMK K

N
Nauru see Australia
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Country Currency ISO-4217 | Symbol
Namibia Namibian dollar NAD N§
Nepal Nepalese rupee NPR NRs
Netherlands Antilles ~ Netherlands Antillean ANG NAf

gulden
Netherlands European euro EUR €
New Caledonia CFP franc XPF F
New Zealand New Zealand dollar ~ NZD NZ$
Nicaragua Nicaraguan cordoba  NIO C$
Niger West African CFA XOF CFA
franc
Nigeria Nigerian naira NGN
Niue see New Zealand
Norfolk Island see Australia
Northern Mariana see United States
Islands
Norway Norwegian krone NOK kr
(0]
Oman Omani rial OMR
P
Pakistan Pakistani rupee PKR Rs.
Palau see United States
Panama Panamanian balboa PAB B./
Papua New Guinea Papua New Guinean  PGK K
kina
Paraguay Paraguayan guarani PYG
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Country Currency ISO-4217 | Symbol
Peru Peruvian nuevo sol PEN S/.
Philippines Philippine peso PHP
Pitcairn Island see New Zealand
Poland Polish zloty PLN
Portugal European euro EUR €
Puerto Rico see United States
Q
Qatar Qatari riyal
QAR QR
R
Reunion see France
Romania Romanian leu RON L
Russia Russian ruble RUB R
Rwanda Rwandan franc RWF RF
S
Samoa (Western) see Western Samoa
Samoa (America) see United States
San Marino see Italy
Sao Tomé and Sdo Tomé and STD Db
Principe Principe dobra
Saudi Arabia Saudi riyal SAR SR
Sénégal West African CFA XOF CFA
franc
Serbia Serbian dinar RSD din.
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Country Currency ISO-4217 | Symbol
Seychelles Seychellois rupee SCR SR
Sierra Leone Sierra Leonean leone  SLL Le
Singapore Singapore dollar SGD S$
Slovakia European euro EUR €
Slovenia European euro EUR €
Solomon Islands Solomon Islands SBD SIS

dollar
Somalia Somali shilling SOS Sh.
South Africa South African rand ZAR R
Spain European euro EUR €
Sri Lanka Sri Lankan rupee LKR Rs
St. Helena Saint Helena pound SHP £
St. Kitts and Nevis East Caribbean dollar XCD ECS$
St. Lucia East Caribbean dollar XCD EC$
St. Vincent and the East Caribbean dollar XCD ECS$
Grenadines
Sudan Sudanese pound SDG
Suriname Surinamese dollar SRD $
Svalbard and Jan see Norway
Mayen Islands
Swaziland Swazi lilangeni SZL E
Sweden Swedish krona SEK kr
Switzerland Swiss franc CHF Fr.
Syria Syrian pound SYP
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Country Currency ISO-4217 | Symbol
T
Tahiti see French Polynesia
Taiwan New Taiwan dollar TWD NTS
Tajikistan Tajikistani somoni TJS
Tanzania Tanzanian shilling TZS
Thailand Thai baht THB
Timor-Leste uses the U.S. Dollar
Togo West African CFA XOF CFA
franc
Trinidad and Tobago  Trinidad and Tobago  TTD TTS
dollar
Tunisia Tunisian dinar TND DT
Turkey Turkish new lira TRY YTL
Turkmenistan Turkmen manat T™MT m
Turks and Caicos see United States
Islands
Tuvalu see Australia
U
Uganda Ugandan shilling UGX USh
Ukraine Ukrainian hryvnia UAH
United Arab Emirates UAE dirham AED
United Kingdom British pound GBP £
United States of United States dollar ~ USD USS$
America
Upper Volta see Burkina Faso
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Country Currency ISO-4217 | Symbol
Uruguay Uruguayan peso UYU $U
Uzbekistan Uzbekistani som uzs

\%
Vanuatu Vanuatu vatu VUV VT
Vatican see Italy
Venezuela Venezuelan bolivar VEB Bs
Vietnam Vietnamese dong VND d
Virgin Islands see United States

W
Wake Island see United States
Wallis and Futuna CFP franc XPF F
Islands
Western Sahara see Spain
Western Samoa Samoan tala WST WS$

Y
Yemen Yemeni rial YER

Z
Zaire see Congo,

Democratic Republic

Zambia Zambian kwacha ZMK ZK
Zimbabwe Zimbabwean dollar ZWR VA




Appendix 4. MAJOR ABBREVIATIONS
AND ACRONYMS IN ECONOMICS AND FINANCE

a.a.r. — against all risks

AC; a/c — current account

a.c. — anni currentis

ACCR — annual credit
review report

accr. int — accrued interest
acctg — accounting

Alcs. Pay.; a/c pay —
accounts payable

Alcs. Rec.; a/c rec —
accounts receivable

ACT — advance
corporation tax

Acv — actual cash value
a/d — after date

AD procedures — anti-
dumping procedures

OT BCEX PHUCKOB; CTPaxOBaHHE OT BCEX
PHUCKOB

p/c — pacueTHBIN CUET; TEKYIIHH
cyer

C.I. — C€ro roga

TOJIOBOM KPEIUTHBINA OTUET

HaYMCIICHHBIE TIPOIICHTHI
OyXTajaTepcKuil yueT

KPEIUTOPCKas 3aJOJKEHHOCTD; CUeTa
K OIUIaTe; JOJITH; ACHEXKHbIC 0053a-
TENBCTBA; TEKYIas 3a{0JDKEHHOCTh
(kpenuTopam)

JNeOUTOpCKas 3aJI0JDKEHHOCT; CPEl-
CTBa B pacueTax; rmpasa TpeOoBaHMs

(TI0 IeHEeKHBIM 00sI3aTEIHCTBAM); TE-
KyIIas 3aJI0JKEHHOCTH (IeOUTOpPOB),
cdeTa K MOJTyUYeHHUIO

HAJIOT Ha JWBHJICHIBI; HAJIOT HA TIPH-
ObUTb (FOPUAUYECKUX JIUIY)

(i)aKTI/I‘{CCKaH CTOMMOCTB HaJIMYHBIMH
OT CCT0 4ymucJja, OT AaTbl BEKCCIIA

aHTHJIEMIIMHTOBBIE IPOLIETYPbI
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a.d.s — autograph
document signed

AE — admissible error

AEOR — annual
evaluation overview report

a.f. — as follows

AFC — average fixed
cost(s)

agd — agreed

AGM — annual general
meeting

AlJ — activities
implemented jointly

a.m. — above-mentioned

AMA — asset
management account

AMR — annual
monitoring report

ao; a/o — account of

a.0.c.b — any other
competent business

COOCTBEHHOPYYHO HAaNMCAHHBIN U
HNOJMUCAHHBIN TOKYMEHT

I[OHyCTI/IMaﬂ OH_II/I6K3.; HCCYH_ICCTBCH-
Has OlINOKa

TOIOBOM OTICHOYHBIN 0030p

KaK YKa3aHO JaJice

CpC€aAHUC MMOCTOAHHBIC U3CPIKKHN

CO1JIaC€H, COrimaCcoBaHO

IrogoBoOC C06paHI/IC AKITUOHEPOB

MEpOTPHSTHS, pealln3yeMble Ha CO-
BMECTHOH OCHOBE; POEKTHI, pea-
JM3yeMble COBMECTHO (YACTHYHO 3a
CUET JIOHOPCKUX CPE/ICTB)

BBIILICYTTOMSIHY ThIH

CUET YIpaBJICHUs] aKTUBAMU
TrOZI0BOM KOHTPOJIbHBINA OTUET
3a CUeT KOro-JInbo; B CYET CPE/ICTB

KOro-anbo

pa3Hoe (ITyHKT [MOBECTKH JIHA)
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A / P — authority to pay

A/P — authority to
purchase

APR — annual percentage
rate

APY — annual percentage
yield

AR — annual report

AR — auditor's report;/
audit report

ARI — accounting rate of
interest

AS — after sight

asap; a.s.a.p. — as soon as
possible

asf — and so forth

ATM — automated teller
machine

ATR — acid test ratio

ATS schilling

JIOBEPEHHOCTH Ha MIPOU3BOJICTBO
MJIATEKEN; TOJIHOMOYUS Ha TIPOU3-
BOJICTBO ILJIaTEXEMN

JIOBEPEHHOCTH Ha MOKYTKY; MOJIHO-
MOYHS Ha IPOU3BOACTBO 3aKyTOK

MMpOUCHTHAasA CTaBKa B I'OJOBOM HC-
YHUCJICHUHN,; ITOA0Bas NPOUCHTHAA
CTaBKa

JIOXOJ1 B BUJI€ TMPOIIEHTOB B T'OJl; TO/I0-
BOM J10XOJT B MPOLIEHTaX

TrOI0BOM OTYET

A3 — aynuTopckoe 3aKJIIOUEHUE; ay-
JUTOPCKHI OTUET; OTYET ayJUTOPOB;
3aKJIOUYEHHE ayIUTOPOB

YUCTHas NpOUCHTHAsA CTaBKa

110 MPEAbABICHUN

10 BOBMOXKHOCTH B OJrKaiiiee Bpe-
Msi; HEME/IJICHHO; KaK MOYKHO CKOpee;
B BO3MOYKHOE OJVDKaiiIiee Bpemst

U T.O. — U TaK JaJice

OaHkoMar

OTHOILICHUE JIMKBUJIHBIX cTaTei Oa-
naHca 6aHKa K JIETI03UTaM; IIPOMEKY-
TOYHBIN KOA((HULIUEHT TUKBUIHOCTH

aBCTp. IIWJI. — ABCTPHUICKUI M-
JIMHT
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ATS account — automatic
transfer service account

av. average

AVC — average variable
cost(s)

B/B — back-to-back letter
of credit

B/B — bare board; bare
boat

B/C — bills for collection

bce — blind carbon copies

BD — bank draft

BD — Banking
Department

b.d.i. — both dates
inclusive

BDS — Board of
Directors Series

BDU — Business
Development Unit

B/F; BF — brought
forward

ATC — cuer

Cp. — CPEAHSIsS; CPEIIHSSI BEIIMUMHA

CpeIHHE TePEeMEHHBIE H3/IEPKKH

KOMHCHCaLII/IOHHHﬁ AKKpPECIUTHB

yapTep Ha CyJIHO, 3a(paXxTOBaHHOE
0e3 PKUnaxa

BCKCCJIAA HAa MHKACCO

KOTIM, HE BKJIFOUCHHBIE B PACCHIIKY
(pPEeKBHU3UT TOKYMEHTA)

OaHKUPCKH YeK; OAHKOBCKUH YeK

OAHKOBCKUH ACTIApTaAMCHT

BKJIFOYUTCJIBHO, 00e JaTbl BKIIFOYH-
TCIIBHO

JnokyMeHTbl CoBeTa TUPEKTOPOB

OTJIeJI IpUBJICUCHHS OU3HECA; OT-
JIeJT MAPKETUHTa; OT/IEN 10 paboTe ¢
UHBECTOPAMH U KPESIUTOPAMH

HCpGHGC@HHBIf/'I OCTaToOK

BG — Board of Governors CoBeT ynpaBIsonmx
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BIC — Business
Information Centre

bkge — brokerage
b/1 — bill of lading

BOD — Board of
Directors

bold — Board On Line
Documents

BOM — beginning of
month

BoP; BOP — balance of
payments

BoT — balance of trade
balance of payments
Bp — basis point

B/p — bills payable

BP — business plan

bps — basis points

B/r — bills receivable

CIPaBOYHO-NH(POPMAITUOHHBIN IIEHTP

OpOoKepcKasi KOMUCCHS
KOHOCAMEHT

CoBeT TupeKTOpoB

JnokyMeHTbl CoBeTa JUPEKTOPOB, J10-
CTYITHBIC B DJIEKTPOHHOU (hopme

Ha Ha4daJI0 MEci1a, HadajIio Meciala

IUIATEKHBINA OajlaHC

TOPrOBBIH OaslaHC
TUIATE)XKHBIN OasaHc
0a3MCHBIN MyHKT

KPEIUTOPCKas 33 JOJDKEHHOCTb; CUeTa
K OILIaTe; ICHEe)KHBIE 00s13aTeIIbCTRA;
JOJITH; TEKyIIask 33/I0JDKCHHOCTh
(xpemuTopam)

IIX /] — niaH X035MCTBEHHOU Jesi-
TCJIIbHOCTH, ,Z[eJ’IOBOfI I1J1aH; S9KOHOMU-
YeCKUH pacyeT; OM3Hec-TuIaH (pasr.)

0a3UCHbIE MYHKTHI

neOuTOpCKas 3a/10JKEHHOCTD; TpaBa
TpeboBaHu (110 IEHEKHBIM 001~
3aTeNbCTBAaM), TEKYIIask 3aJ0JKEeH-
HOCTb (€OUTOPOB), cueTa K Moiayye-
HUIO
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BS; B/S — balance sheet
b/s — bill of sale

BTC — business training
centre

BUA — budgetary unit
account

BV — book value

BW; Bw — bid wanted

CAD — cash against
documents

CADS — cash available
for debt service

CAMEL — capital, asset
quality, management,
earnings, liquidity

C&l — cost and insurance

CAPEX — capital
expenditure

CAT — customer activated

terminal

CB — correspondent bank

OajaHc; 0aJaHCOBBIM OTYET
KymmJas

VI — yueOHO-/1eT0BOM HEHTP

cyeT OIOKETHON ITO3ULINU

OaslaHCOBast CTOMMOCTH (aKTHBOB);
KHIDKHASI CTOUMOCTD (aKTHBOB)

MPUITIAIICHUC Ha TOPTH; NPCIJIOKE-
HHUEC NPCACTABIIATDH 3a4BKU

«HAJIUMYHBIC ITPOTUB TOKYMCHTOB)

pacnonaraeMaﬂ HAJIMYHOCTH HAJIA
00CITyKMBaHHS JI0JTa

3I0POBBIC OAHKOBCKUE TIPUHITUTIBI
(mOCTaTOYHOCTH KarnTala, BBICOKOE
KaueCTBO aKTHBOB, KOMIICTCHTHBIC
PYKOBOAMTEIH, JOXOTHOCTb, TUKBU/I-
HOCTbD)

CTOUMOCTD U CTpaxoOBaHHC

KalmuTaJIbHBIC paCXO/bl; KallUTaJIb-
HbIC 3aTpaThl

KOMINIEKCHBIN OaHKOMAT; OaHKOMAT,
MPEIOCTABIISIONIUHN PsiJi 0aHKOBCKUX
ycIryT (TOMUMO BBITa9X HAJTMYHBIX
JIEHET)

OaHK-KOPPECITOHACHT
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cbe — can't be everywhere «3aHAT APYTUMU 3aTAHUAMUY; Ky

CCL — critical
consumption level

cct — correct

CD — certificate of
deposit

cd. — cum dividend

CEO — chief executive
officer

CF — carried forward

CFO — chief financial
officer

CGT — capital gains tax

Ch. — chapter
Chgs — charges

cia — cash in advance

CL — credit line

CLC — commercial letter

of credit

CMO — collaterised
mortgage obligation

C/N — credit note

MeHs ¥ 0€3 TOTO MHOTO PadOoThD»

KPUTUYECKUH yPOBEHBb MOTPEOICHNUS

BEPHO

JIETIO3UTHBIN cepTH(UKAT

BKJIIOYas JUBUICHI; BKJIIOUas JUBH-
ICHIIBI

reHepaJIbHbIN TUPEKTOp (KOMIaHUH)

MEPEHECEHHBIH 0CTATOK (TIPOIIIOro
nepuona)

(UHAHCOBBII TUPEKTOP (KOMIAHUH)

HaJIOT Ha YBEJIMYCHUEC CTOMMOCTH Ka-
IuTajia; HaJIoT Ha HPHUPOCT KalluTajia

I1aBa; paszen
pacxojibl

npeaoIiuiara, nmpeaoriara HaJu4HbI-
MH

Kp€auTHas JUHUA

JIOKYMEHTapHBIN aKKpEIUTHB; TOBap-
HBI aKKPEIUTHB

JIOJTOBOE 00s13aTEILCTBO, 00ECITeUeH-
HO€ UITOTEKOU

KpEAUTOBOC aBU30
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C/O — certificate of origin

c.0.b. — close of business

COD — cash on delivery

cod consignment — cash-
on-delivery consignment

COF — cost of funds

cons — consignment

cons — note consignment
note

COO — chief operating
officer

cp — cashpoint

cp — commercial paper

CPI — consumer price
index

C/R — company's risk
cr — credit

CRF — capital recovery
factor

CBHJICTEIILCTBO O MMPOUCXOXKICHUH
(ToBapa wim rpys3a)

KOHEI[ pabovero JHs; MpeKpalieHue
omnepanui

HaJ0XXEHHBIN T1J1 aTCXK, HAJIOXKCHHBIM
IJIaTCKOM

OTIIPABJICHUE HAJIOKEHHBIM ILJIaTeE-
YKOM; OTIPABIICHHE IPy3a HAJIOKEH-
HBIM ILIaTEKOM

CTOUMOCTDb ACHCIKHBIX CPCACTB;
CTOMMOCTD IMPUBJICYCHHBIX JCHCXK-
HBIX CPEACTB

Ipy3; MapTUs I'py3a; KOHCUTHALIMOH-
Hasl II0CTaBKa TOBAPOB

TPaHCIIOPTHAsl HAKJIAa(HAs

JOJDKHOCTHOE JIMIO0 KOMIIAHWH, OTBE-
YAOLIEE 32 TEKYLIYIO AEATEIbHOCTD;
IJIaBHBIM MH)KEHEp (Ha MpeInpusTHH)

63HKOMaT; KaCCOBBIM arrapar

KpPaTKOCPOYHBIM KOMMEPUECKHI BEK-
cellb (Ha CpOK MEHEe OJJHOI'O roJia;
0e3 obecrieueHwsl)

NI — wHaeke moTpeOUuTeTbCKIX
IICH

PHUCK KOMIIAHUU
KPEIUT; KPEIUT cueTa

(axTOp BO3BpAIIICHHUS KAITUTAJIa;
(hakTop BO3BparTa Kanuraia
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CV — curriculum vitae

Cvt — convertible
D/A — deposit account

D/A — documents against
acceptance

D/C — documents against
cash

dd — due date
DK — don't know
d/l — demand loan

D/P — documents against
payment

DSA — debt service
account

DSR — debt service ratio

E&OE — Errors and
omissions excepted

EAON — except as
otherwise noted

EDP — electronic data
processing

EE — energy efficiency

EER — economic
exchange rate

ounorpaduveckas cripaBka; aHKCTHBIC
JTaHHBIC

KOHBEPTUPYEMBIi
JICTIO3UTHEIN CUET

COOKYMCHTEI ITPOTHUB aKLCIITa»

CAOKYMCHTEI ITPOTUB ACHET»

CPOK TUIaTexa
HEU3BECTHO; HE 3HAIO
KpPEIUT JI0 BOCTPeOOBaHUS

JOKYMEHTBHI IO/l pacueT; «IeHbIU
[IPOTUB TOKYMEHTOB); TOKYMEHTHI 32
HaJIMYHBINA pacyer

cdeT 00CITy)KMBaHUS 0T

K03 GUIMEHT 00CTyKUBaHUS 10JIra

MCKJTIOYasi OIIMOKY U MPOITYCKHU;
OIMOKH M TIPOITYCKH HE CUUTAIOTCS

KpOME CJIy4acB, KOrjga ykazaHo UHOC

ANEKTPOHHAsI 00pabOTKa JaHHBIX;
0e30yMaXHBIN JJOKyMEHTOOOOPOT

9HEeprodhHEeKTUBHOCTH; SHEpProcoe-
pexKeHue

PBIHOYHBIN OOMEHHBIN KypC
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enc — enclosure;
enclosures

EOD — every other day
EOM — end of month

EPS — earnings per share

economic rate of return

estd — established

et seq

EUA — European unit of
account

Exs; Exps — expenses
FAQO — for attention of...

FDI — foreign direct
investment

FE — foreign exchange

FEZ — Free Economic
Zone

FIG — financial industrial
group

MPUIIOKESHHE; TPUIIOKEHHS (PEKBU-
3UT JIOKYMEHTA)

pa3 B Ba IHSA
KOHEII MecsIla; Ha KOHEIl MecsIia

JIOXOJT Ha aKIIMIO; JIOXOJ B pacueTe Ha
OJIHY aKITHIO

HSKOHOMHYECKas CTaBKa J0X0/1a; J10-
XOTHOCTb ISl 9KOHOMUKH CTPAHBI;
CTaBKa JOXOJHOCTH JJIsi SKOHOMUKH
CTpPaHbI

OCHOBAHO; YUPEKICHO (0 mpe-
MIPUSITUN)

BCE€ NOCIICAYIOIIHNE

OKIO / eBporneiickasi BAIIOTHAS
€IMHUIIA; EBPOTICHCKAs pacueTHas
eIMHUIIA

U3/IEPIKKH; PACXOIBI
ajipecar:

IPpsAMBIC HHOCTPAHHBIC NMHBECTUILIUH;
MMPsAMBIC MHOCTPAHHBIC KallTUTAaJIOBJIO-
KCHUA

BaJII0TA; MHOCTpaHHAas BaJltOTa; NHBA-
mora; CKB

CD3 / cBOOOIHAS SDKOHOMUYECKAS
30Ha

OIIT" / puHAHCOBO-NPOMBIIITICHHAS
rpymnmna
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f.1.t. — free of income tax

FOC — free of charge
forex

FP — fully paid

FRN — floating rate note

FS — feasibility study

FS — final settlement

FSU — Former Soviet
Union

F/T — full time

fwd — forward

FX — foreign exchange
FY — financial year; fiscal
year

FYA — for your attention

FYI — for your
information

He o0OJaraemabIi IHOJOXOJHBIM HAJIO-
oM

OecruiaTHO; O€3BO3ME3IHO
WHBAIIOTA
ITOJTHOCTEIO OIUIAYEHO

JIOJITOBOE 00513aTENLCTBO C IJIaBalo-
e CTABKOM; BEKCEIb C IIJIaBAIOIICH
CTaBKOM; 0OIUTranus ¢ IUIaBaroIen
CTaBKOM (Ha MEXITyHApOIHOM PBIHKE)

TOO / TeXHUKO-2KOHOMHYECKOE 000-
CHOBAaHUE

OKOHYATEeJIbHBIN pacyeT

0. CCCP / opiBinii CCCP; ObIBIIMIT
Cosercknii Coro3

Ha TIOJHBIN paOovnii ICHb; MTOTHBINA
pabouuii IeHb; Ha MOJTHYI0 padovyro
HEZEII0

MIPETIPOBOINTE; TIEPEIITUTE; TIepea-
npecyiTe

CKB / BamoTa; HHOCTpaHHAs BaJIIO-
Ta; UHBAJIIOTA

(MHAHCOBBII oA

Bamemy BHMManuto; Ha Bare pac-
CMOTpEHHE

[ns Bamero cBeneHus; B opsiake
uH(pOpMAIINH; TSI CBEIICHHS;, Ha-
MIPaBIISICTCS B IOPsAKE HHDOPMAITUU
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G&A — general and
administrative expenses

GAAP — Generally
Accepted Accounting
Principles

GATT — General

Agreement on Tariffs and

Trade

GDI — gross domestic
income

GDI — gross domestic
investment

GDP — gross domestic
product

GNDI — gross national
disposable income

GNE — gross national
expenditure

GNI — gross national
income

GNP — gross national
product

govt — government

GP — general purpose

o01mIre aqMUHUCTPATHBHBIE U3-
JEpKKU; 001I1e aJMUHUCTPATHUB-
HBIE PACXOJIbl; /IMUHUCTPATUBHO-
XO35CTBEHHBIE PACXO/IbI

OIIBY / obuienpuHsTHIE TPUHIIHIIBI
OyXraJTepcKoro yuera

I'ATT / I'enepanbpHOE cOTIANICHHE TIO
Tapudam 1 TOPTroBIIe

BaJIOBOM BHYTPEHHUI JOXO/

BAJIOBBIC BHYTPCHHHUC MHBCCTULIUN

BBII / BanoBoii BHyTpEeHHHUIA ITPO-
JYKT

BPH/I / BasioBoi#i pacrosiaraemslii Ha-
[IMOHAJIbHBIN J10XOA

BaJIOBOM HAIIMOHAIBHBIN PacXo/T;
BaJIOBBIC HAIIMOHAJILHBIE PACXOJIbI

BH/I / BayioBO# HAaITMOHAILHBIN J0-
XOJ

BHII / BanoBoit HalIMOHAIBHBIH MTPO-
TYKT

MIPaBUTENBCTBEHHBIN; TOCYIaPCTBEH-
HBIi1; IPaBUTEIIBCTBO

00111ero Ha3HAYEHUS
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GPN — general
procurement notice

GSP — gross social
product

GTM — good this month
GTW — good this week

GTZ; GtZ — Gesellschaft
fur technische
Zusammenorbeit
(Germanagency hr
technical cooperation)

HQ — headquarters

HR — human resources

IB — investment banking

ILC — irrevocable letter
of credit

INCOTERMS —
International Commercial
Terms

insce — insurance
int — interest

IOU I — owe you

IPD — interest, profits and
dividends

o011ee yBeIOMJICHHE O 3aKyITKaX;
00BsIBICHUE O MPEJICTOSIINUX 3a-
KyTIKax; 0OBSBICHHE O 3aKyIKax (110
MIPOEKTY)

BOII / BanoBoit 00111€CTBEHHBIH MTPO-
JIYKT

JICCTBUTEIIBHO B TEUCHHUE MecsIa
HeﬁCTBHTeHBHO B TCUCHUC HCACIN

I'epmaHCKOE areHTCTBO TEXHUYECKOTO
COTPYJAHUYECTBA

I_HTa6-KBapTI/Ipa; IIaBHas KOHTOpa

JIFOJICKUE pecypchl; paboyas cuia;
TPYZLOBBIE PECYPChI; pAOOTHUKU

I/IHBCCTI/IIII/IOHHO—6aHKOBCKa$I ACA-
TCJIBbHOCTb

0€30T3bIBHBIN aKKPEIUTHB

NHKOTEPMC /MexnyHapoaHbie
YCIIOBHSI TOPTOBIIH

CTpaxOBaHUE; CTPAXOBOE JEJI0
IIPOLIEHTHI

A0JIrOBas pacrurcka; J0JIroBoe 00s13a-
TCIBCTBO

IMPOUCHTEI, HpI/I6BIJ'II/I U JTUBUACHOBI
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[FF — investment
privatisation fund

IPO — international
public offering

1.v. — invoice value

JSC — joint-stock
company

JV — joint venture

K — thousand

L/A — letter of advice
L/A — letter of authority
LC; L/C — letter of credit
L/T — letter of intent

LIB — limited
international bidding

LOC — letter of
commitment

LOC — letter of credit

LOI — letter of
information

LOI — letter of intent

LOR — letter of
representation

L/T — letter of transmittal

npuBaTU3anuoHHbli Gouy (Crosar-
kas PecriyOnuka; Yemickas Pecmy-
Onrka)

OTKPBITAs MOJMUCKA HA LIEHHBIE
OyMaru, mpoBOIUMast OJJHOBPEMEHHO
B psizie CTpaH

(hakTypHasi CTOUMOCTb

A/O; AO / akiimonepHoe 00IIECTBO

CII / coBMecTHOE npeAnpusiThe
THIC. ThICsSYA

aBU30; U3BEIICHUE
JOBEPCHHOCTD, IMOJTHOMOYMA
AKKPEIUTHB

IMUCbMO O HAMCPCHUAX

OTpaHUYEHHBIE MEKyHAPOIHbIE
TOprU

TrapaHTUIHOE MUCHEMO

AKKPEAUTUB

uH(pOpPMAIMOHHOE MUCHEMO; HH(OP-
MAIMOHHBIH OIOJIeTEeHb

MUCHMO O HAMEPEHUU; TUCHMO O Ha-
MEPEHUAX

IMHUCbMO-3aBCPCHUC

MNpEepoOBOAUTCIILHOC TMCbMO, COIIPO-
BOJAHUTCIBHOC ITMCHBMO
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M&A — merger and
acquisition

MC — marginal cost

m.d. — ... months after
date

MNE — multinational
enterprise

Mou — memorandum of
understanding

MSE — micro- and small
enterprises

NA — national accounts

NA; n/a— not applicable
n.a. — not available

NBV — net book value

nc — no charge

NCU — national currency
unit

NCV — no commercial
value

nd — o date

NDA — net domestic
assets

CIINAHUC U HpI/IO6peT€HI/Ie; CJIMSHUC U
IOITTOIICHHUEC

MNpCACIIbHBIC U3ACPIKKH

qgcpes ... MCCALICB

MHOTI'OHAIIlMOHAJIbHOC NPCAIIPUATHUC

MEMOpaHAYM O B3aMMOIIOHUMAaHHUHN

MHUKPO- U MEJIKUE TPEITPUATHUS

HallMOHAJIbHBIC CUETA,; rOCYJapCTBCH-
Has OTYCTHOCTD

HC IIPUMCHUMO
HCT OAaHHBIX; JaHHBIC OTCYTCTBYIOT

ypcTas OanaHcoBast CTOMMOCTD, YH-
CTas KHUXKHAasA CTOUMOCTb

OecrutaTHO; 6€3B0O3ME3THO

€IMHNIIA HAIIMOHAJILHOU BaJTFOTHI

KOMMEPYECKOHN [IEHHOCTH HE NMEET;
JIEHE)KHOU IIEHHOCTH HE NUMEET

0e3 JaThl; Aara OTCYTCTBYET; HE Ja-
TUPOBAHO; JlaTa HE MPOCTaBIIeHA

UBA / ancThie BHyTpEHHUE aKTHBBI
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NICs — newly
industrialised countries

NMP — net material
product

NNI — net national
income

NNP — net national
product

NOA — net operating
assets

NOI — net operating
income

nop — not otherwise
provided for

O/A — on account

O/A — outstanding
account

o/d — on demand

OER — official exchange

rate

o/h; O/H — overhead;
overheads

O/N — rate overnight rate

HOBBIE IIPOMBILIIIEHHO Pa3BUTHIE
CTpaHbl; HOBbIE NHIYCTPUAIIA3UPO-
BaHHBIE CTPAHBI

YMII / yrcThiif MaTepuaIbHBIN IPO-
IYKT

YUHJI / uncThIi HAITMOHAIBHBIN T0XOI

UHII / urcThlii HAIMOHATBHBIN TTPO-
TTyKT

AKTHBBI, UCIIOJIb3yEMbIE B OCHOBHOM
JIeATEIIbHOCTH; aKTUBBI, UCITOJIb3YE-
MBbI€ B JIEATEIbHOCTH 10 peanu3aluy;
OCHOBHBIC (POH/IBI

YUCTHIA JOXOJI OT OCHOBHOM JIEATEIIb-
HOCTH; YUCTBIM 10XOJ OT peanun3a-
[IMH; YUCTHIA JOXOJ OT ACSITEIbHOCTH
10 pean3anuu

€CJI He IPEAYCMOTPEHO HHOE; MHAue
HE MPEeAyCMOTPEHHBIN

B KpCAUT

HEOTUTAYeHHBIN CUET; HEYPETyIUupPO-
BaHHBIA CUET

JI0 BOCTpeOOBaHUS

oUIMaTLHBIN OOMEHHBIN KypC

HaKJIaJHBIC PaCXO/Abl

CTaBKa I10 TpeOOBAHHIO
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0/0 — order of

O/T — overtime
p/a; p.a. — per annum
PA — power of attorney

P&L; P+L — profit and
loss

pcrn; p.c.m. — per
calendar month

pd — paid
pd — per day
PIK — payment in kind

PIN — personal
identification number

pls — please
POP — point of purchase
PR — public relations

P/T — part time

pw — per week
QC — quality control

QSR — quarterly status
report

10 MOPYYEHHUIO ...; IO paciopshKe-
HUIO...

CBEpPXYpPOUYHBIE
B I'0JT; TOJIOBBIX; TIPOLIEHTOB TOJI0BBIX
JIOBEPEHHOCTH; TTOJTHOMOYHS

npUOBLTN U YOBITKHU; CUET NPUObLIeH
1 YOBITKOB

B MCCAII

YIUIQYCHO, OIIaYCHO
B CYTKH; B ICHb

HaTypajbHas OIljiaTa; OIJjaTa HaTy-
pOW; IIaTex HaTypou

JIUYHBIA HOMEP KIIMEHTA; IEPCOHANb-
HBIU KOJI ITOJI630BaTEs

npock0a; moxasyicra
TOpProBasi TOUYKa

CBSI3U C OOIIECTBEHHOCTHIO; paboTa
C 00ILIECTBEHHOCTHIO; OPTaHU3AIHS
0OIIECTBEHHOTO MHEHUST; (HOPMHUPO-
BaHUE 00IECTBEHHOTO MHEHUS

Ha HETIOJHBIN pabounii 1eHb; HeIoJI-
HBII pabouunit 1eHb; HenoaHast pado-
qas Henels

B HEJIEIII0
KOHTPOJIb Ka4eCTBa
KBapTaJbHbIN OTUET (0 CTauU Mpo-

XOXK/IEHUSI IPOEKTOB)
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R&D — research and
development

ROE — return on equity

RPI — rate of price
inflation

RPI — retail price index

RSU — remote service
unit

s.a. — subject to approval

S&P — sale and purchase
sd — sine die
SE — Stock Exchange

soc — social overhead
costs

SOE — state-owned
enterprise

SRP — suggested retail
price

ST — investments short-
term investments

SWIFT — Society
for Worldwide
Interbank Financial
Telecommunication

HUOKP / nayuno-
HCCIIe/IOBATENILCKUE U OTIBITHO-
KOHCTPYKTOPCKHE PabOTHI

YyyucTasi MPUObUIb HA YCTABHBIN KaIlu-
TaJ (B IPOIIEHTHOM BBIPAKECHUH )

TCMIIbI PIH(])J'IHL[HPI

NP1l / naI€KC POSHUYHBIX IICH

OaHKOMAT (PacroIOKEHHBI BHE OaH-
Ka); aBTOHOMHBII OaHKOMaT

IIPU YCIIOBUH OI0OPEHUS; MTOICHKHT
0J100peHNtO0

KYILIA-IIpOaaKa
0e3 mathl; 6e3 yKa3aHHs JaThl
dboHmOBas OupKa

pacxo/sl Ha ColMaNbHYI0 chepy

rOCY/IapCTBEHHOE MPENPHUITHE

OPUEHTHUPOBOUYHASI PO3HUYHAS LICHA;
PpO3HHYHAs LIEHA, PEKOMEHAyeMast
MIPOU3BOJUTEIIEM

KPAaTKOCPOYHBIC KAITUTAJIOBJIOKCHU

cuctema CBUDT; cucrema SWIFT;
Opranunzanust BCeMUPHOM MexOaH-
KOBCKOH (PMHAHCOBOI CBS3H
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SWOT — strengths /
weaknesses / opportuni-
ties /trends; strengths /
weaknesses / opportuni-
ties/threats

TA — technical assistance
TA — transit account
TA — travel authorisation

T&E — card travel and
entertainment card

tbd — to be decided
tbd — to be determined
tbd — to be discussed

tbd — to be drafted

t.c.f. — till called for
TD — time and date
tks — thanks

TOR — terms of reference

UA — unit of account

UFN — until further
notice

VAT — value added tax

CWJIbHBIE U CJ1a0ble CTOPOHBI, BO3-
MOXXHOCTH, TCH/ICHIINHU; CUJIbHBIC
U cnalOble CTOPOHBI, BO3MOKHOCTH,
OIMAaCHOCTH

TEXHUYECKOE CONEHCTBUE
TPaH3UTHBIN CUET
KOMaHIMPOBOYHOE TIPETICAHNE

KOpPIIOpaTUBHAs KPEAUTHAS KAPTOUKA;
ClTyKeOHasi KpeIUTHas KapTouKa

peleHue ele He IPUHITO; TpedyeT
HPUHATHUS PELICHUS

HOJICKUT ONPEEICHUI0; TpedyeT
NPUHATHS PELLIECHUS

MOJUIEKUT 0OCYKIIEHUIO; TpeOyeT
00CyXIeHUs

(dhopMynHpOBKa e1lle He MOATOTOB-
neHa; Tpedyercs GopMyITHpOBKa;
(bopMyIHpOBKA yTOUHSIETCS

710 BOCTpeOOBaHUS
BpeMs U Jara
Onaromapto; crracubo

T3 / TexHuueckoe 3a7aHue; 3aJaHune;
KpYT BEJICHUS; ITOJIOKCHHUE; MaH 1T
(KOHCYNBTaHTA)

pacdeTHas eIMHULIA

A0 NOCJICAYIOICTIO YBCAOMIICHUA

HJC / nanor Ha 100aBIeHHYIO CTOU-
MOCTh
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VC — venture capital

viz. — videlicet [Latin];
namely

W/B — waybill

WB — World Bonk

wef — with effect from...
WG — working group
wh — warehouse

w/o — without

WPI — wholesale price
index

WTO — World Trade
Organisation

XAMR — expanded
annual monitoring report

YTM — yield to maturity

YTR — yield to
redemption

7ZBB — zero-based budget

BEHUYPHBIN KamuTasl

a UMCHHO

KOHOCAMEHT
Bb / Bcemuphbrii 6aHk
BCTYNAIOLIUH B CUITY C ...
paboyas rpymnmna

CKJIaJ

6e3

HOLl / uHaeKc onTOBBIX IICH

BTO / BcemupHas ToproBasi opraHu-
3anus

Ppa3BEpHYTHIN TOA0OBOW KOHTPOIBHBII
OTYer

JIOXOJI OT IICHHOM Oymaru mpH ee Io-
TaIeHuH; JT0X0/l OT IIEHHOH Oymaru
3a IEPUOJ] BCEr0 OTOBOPEHHOTO CPOKa
ee oOpareHus

JIOXOAHOCTH JIO CPOKa MOTaIlICHHS,
JIOXOJTHOCTb JI0 MPEIbSABICHHUS K MO-
TaleHNIo; JOXOAHOCTb JI0 BBIXOJA
oOnUraiuu B TUPaXX MOTaIIeHus;
JIOXOAHOCTbH JI0 BBIKyHa (IICHHOM
OyMaru SMUTEHTOM); IOXOJHOCTh K
MOTAIICHUIO

6IO,H)KCT C HYJICBBIM POCTOM
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