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Unit 1
LEGAL SCIENCE:
COMMERCIAL AND INDUSTRIAL LAW
ÏÐÀÂÎÂÅÄÅÍÈÅ:
ÊÎÌÌÅÐ×ÅÑÊÎÅ È ÒÐÓÄÎÂÎÅ ÏÐÀÂÎ
1.1. Types of Federal Courts (Òèïû ôåäåðàëüíûõ ñóäîâ)
1.2. Special Courts (Ñóäû ñïåöèàëüíîé þðèñäèêöèè)
1.3. Constitutional Courts (Êîíñòèòóöèîííûå ñóäû)
1.4. District Courts (Îêðóæíûå ñóäû)
1.5. Judicial Review (Ïðàâî íà ïåðåñìîòð ñóäåáíîãî äåëà)
1.6. The American Legal System I (Þðèäè÷åñêàÿ ñèñòåìà Àìåðèêè)
1.7. The American Legal System II (Þðèäè÷åñêàÿ ñèñòåìà Àìåðèêè)
1.8. Department of Justice (Ìèíèñòåðñòâî þñòèöèè)
1.9. Department of Labor (Ìèíèñòåðñòâî òðóäà)
1.10. Department of Commerce (Ìèíèñòåðñòâî òîðãîâëè)
1.11. Rights that Employees Demand (Ïðàâà, êîòîðûå òðåáóþò ñëóæàùèå)
1.12. False and Deceptive Advertising (Îáìàí÷èâàÿ è ôàëüøèâàÿ ðåêëàìà)
1.13. Three ways to protect your ideas: Copyrights, Trademark,
and Patent (Òðè ñïîñîáà çàùèòèòüñÿ: àâòîðñêîå ïðàâî,
òîâàðíûé çíàê, ïàòåíò)
1.14. The Governmental Environment of Business (Ãîñóäàðñòâî êàê
ñðåäà äëÿ áèçíåñà)
1.15. Contracts (Êîíòðàêòû)
1.16. Breach of Contract (Íàðóøåíèå êîíòðàêòà)
1.17. Property transactions (Îïåðàöèè ñ ñîáñòâåííîñòüþ)
1.18. Bankruptcy (Áàíêðîòñòâî)
1.19. Current Federal Taxes (Ñîâðåìåííûå ôåäåðàëüíûå íàëîãè)
1.20. Bananas Can be Dangerous: A Study of a Court Suit
(Áàíàíû ìîãóò áûòü îïàñíû. Èññëåäîâàíèå îäíîãî èç ñóäåáíûõ ïðîöåññîâ)
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1.1. Types of Federal Courts
Beneath the Supreme Court, Congress has created two distinct types
of federal courts: 1) constitutional courts and 2) special courts.
The constitutional courts are the federal courts that Congress has
formed under Article III, to exercise the judicial power of the United States. They are sometimes called the regular courts. Together
with the Supreme Court, they now include: the Courts of Appeals, the
District Courts, and the Court of International Trade.
The special courts do not exercise the broad judicial power of the
United States. Rather, they have been created by Congress to hear cases
arising out of certain of the expressed powers given to Congress in Article I. They hear a much narrower range of cases than those which may
come before the constitutional courts.
The special courts are sometimes called the legislative courts. Today, they include the Court of Military Appeals, the Claims Court, the
Tax Court, the various territorial courts, and the courts of the District
of Columbia.
The Supreme Court
The Supreme Court of the United States is the only court specifically created in the Constitution. It is made up of the Chief Justice of
the United States, whose office is also established by the Constitution,
and eight Associate Justices.
Jurisdiction. The Supreme Court has both original and appellate
jurisdiction. Most of all, however, it is an appellate tribunal. Most of the
cases it hears come to it on appeal from the lower federal courts and
from the State supreme courts.
Article III, Section 2 spells out two classes of cases which may be
heard by the High Court in its original jurisdiction: 1) those to which
a State is a party, and 2) those affecting ambassadors, other public ministers, and consuls.
Congress cannot enlarge upon this constitutional grant of original
jurisdiction.
If Congress could do so, it would in effect be amending the Constitution. But Congress can implement the constitutional provision, and
it has. It has provided that the Court shall have original and exclusive
jurisdiction over: 1) all controversies between two or more States; and
6

2) all cases against ambassadors or other public ministers (but not consuls). But the Court may take original jurisdiction over any other case
covered by the broad wording in Article III, Section 2.

Vocabulary
regular court  ñóä îáùåé þðèñäèêöèè
Court of Appeals  àïåëëÿöèîííûé ñóä
District Court  îêðóæíîé ñóä
Court of International Trade  ñóä
ïî âîïðîñàì ìåæäóíàðîäíîé
òîðãîâëè
Court of Military Appeals  âîåííî-àïåëëÿöèîííûé ñóä
Claims Court  ïðåòåíçèîííûé
ñóä
Legislative Court  ñóä, îáðàçîâàííûé çàêîíîì Êîíãðåññà
Tax Court  íàëîãîâûé ñóä

High Court  Âûñîêèé ñóä, êîòîðûé âõîäèò â ñîñòàâ Âåðõîâíîãî ñóäà
Supreme Court  Âåðõîâíûé ñóä
Chief Justice  Ïðåäñåäàòåëü
Âåðõîâíîãî ñóäà
Associate Justice  ÷ëåí Âåðõîâíîãî ñóäà
original jurisdiction  þðèñäèêöèÿ
ñóäà ïåðâîé èíñòàíöèè
appellate jurisdiction  àïåëëÿöèîííàÿ þðèñäèêöèÿ
appellate tribunal  àïåëëÿöèîííûé ñóä

1.2. Special Courts
The special courts are often called the legislative courts. They are the
federal courts Congress has set up to exercise jurisdiction only in certain
cases  cases dealing with particular subjects that fall within the
expressed powers of Congress. That is, these courts have not been set up
under Article III, and they do not exercise the judicial power of the
United States.
The United States Claims Court
The United States cannot be sued, by anyone, in any court, for any
reason, without its consent. It may be taken to court only in those cases
in which Congress has declared that the Government is open to suit.
Originally, any person with a claim against the United States could
secure redress (satisfaction of the claim, payment) only by an act of
7

Congress. In 1855, however, Congress set up a special court, the Court
of Claims, to hear these pleas. It did so acting under its expressed power
to pay the debts of the United States. Congress restructured the Court
of Claims  as the United States Claims Court  in 1982.
The Court now has 16 judges. They hold trials  hear claims for
damages against the Government  throughout the country. Those claims
they uphold cannot in fact be paid until Congress appropriates the money
(which it does almost as a matter of course).
Appeals from the Courts decisions may be carried to the Court of
Appeals for the Federal Circuit.
The Territorial Courts
Acting under its power to make all needful rules and regulations
respecting the territory ... belonging to the United States, Congress has
created courts for the nations territories. Today these territorial courts
sit in the Virgin Islands, Guam, and the Northern Mariana Islands (in
the Pacific Trust Territory). They work in much the same way as the
local courts in the 50 States. (There is a regular federal District Court
in Puerto Rico.)
The Courts of the District of Columbia
Acting under its power to exercise exclusive legislation in all cases
whatsoever, over such District ... as may ... become the seat of the Government of the United States, Congress has set up a judicial system for
the nations capital. Both the federal District Court and the Court of
Appeals for the District of Columbia hear many local cases as well as those
they try as constitutional courts. Congress has also established two local
courts, much like the courts in the States: a Superior Court, which is the
general trial court, and a Court of Appeals.
The Court of Military Appeals
Acting under its power to make rules for the government and regulation of the land and naval forces, Congress created the Court of
Military Appeals in 1950. It has a chief judge and two associate judges,
appointed by the President and Senate for 15-year terms.
The Court is sometimes called the GI Supreme Court. It is the
court of last resort in dealing with offenses against military law.
8

The United States Tax Court
Acting under its power to tax, Congress established the Tax Court
in 1969. It has 19 judges, one of whom serves as chief judge. Each of these
judges is named by the President and Senate for a 12-year term.
The Tax Court hears civil  not criminal  cases involving disputes
over the application of the tax laws. Most of its cases, then, are generated by the Internal Revenue Service and other Treasury agencies.

Vocabulary
special court  ñóä ñïåöèàëüíîé
þðèñäèêöèè
to be sued  áûòü ïðèâëå÷åííûì
ê îòâåòñòâåííîñòè â ñóäåáíîì ïîðÿäêå
to take to court  îòäàâàòü ïîä
ñóä
law suit  ñóäåáíûé ïðîöåññ; äåëî
plea  èñê
to hold a trial  ïðîâîäèòü ñóäåáíûé ïðîöåññ

to uphold  óäîâëåòâîðÿòü (æàëîáó)
general trial court  ñóä ïåðâîé
èíñòàíöèè
Federal Circuit  ôåäåðàëüíûé
îêðóæíîé ñóä
chief judge  ãëàâíûé ñóäüÿ
associate judge  ñóäåáíûé çàñåäàòåëü

1.3. Constitutional Courts
Jurisdiction
The term jurisdiction may be defined as the authority of a court to
hear (to try and to decide) a case.
Under Article III the federal courts have jurisdiction over a case
either because of 1) the subject matter or 2) the parties involved in
the case.
Subject matter. In terms of subject matter, the federal courts may
hear a case if it deals with:
1) the interpretation and application of a provision in the Constitution
or in any federal statute or treaty; or
2) a question of admiralty or maritime law.
Any case which falls into either of these categories can be brought
in the proper federal court.
9

Parties. A case comes within the jurisdiction of the federal courts if
any of the parties (one of the litigants) in the case is:
1) the United States or one of its officers or agencies;
2) an ambassador, consul, or other official representative of a foreign
government;
3) a State suing another State, or a citizen of another State, or a
foreign government or one of its subjects;
4) a citizen of one State suing a citizen of another State;
5) an American citizen suing a foreign government or one of its
subjects;
6) a citizen of one State suing a citizen of that same State where both
claim land under grants from different States.
Any case in the above categories can be brought in the proper federal court.
All of those cases which are not heard by the federal courts are within
the jurisdiction of the States courts.
The State courts hear by far the larger number of court cases in
this country.
Still more must be said on the federal courts power to say the law.
Exclusive and Concurrent Jurisdiction. In several of the categories of
cases which we have just listed, the federal courts have exclusive jurisdiction. That is, those cases can be heard only in the federal courts. For
example, a trial for a federal crime cannot be heard in a State court, it
must be held in a federal District Court.
Many cases may be tried in either a federal or a State court, however. That is, the federal and State courts have concurrent jurisdiction
over them. Cases involving citizens of different States are fairly common
examples of the type. They are known in the law as cases in diverse citizenship.
Congress has provided that the federal District Courts may hear cases
in diverse citizenship only if the amount of money in each case is over
$10,000. In these cases the plaintiff may bring the suit in the proper
State or federal court, as he or she chooses. If the case is brought before the State court, the defendant may have it moved to the federal
District Court.
Original and Appellate Jurisdiction. A court in which a case is heard
first-hand is said to have original jurisdiction over it. A court which
hears a case on appeal from a lower court has appellate jurisdiction.
10

In the federal court system, the District Courts have only original
jurisdiction and the Courts of Appeals have only appellate jurisdiction.
The Supreme Court has both.
The Other Constitutional Courts
There are two other constitutional courts today.
The Court of International Trade. The Trade Court was originally
created as the Board of United States General Appraisers in 1890. That
body became the Court of Customs in 1926, and it was renamed by
Congress in 1980.
The Trade Court now has nine judges, one of whom is its chief judge.
It hears civil cases arising out of the tariff and other trade-related laws.
Its judges sit in panels of three and often hold trials at such major ports
of entry as New Orleans, San Francisco, Boston, and New York.
Appeals from decisions of the Trade Court are taken to the Court of
Appeals for the Federal Circuit.
The Court of Appeals for the Federal Circuit. Congress created the
Court of Appeals for the Federal Circuit in 1982. It established the new
tribunal especially to centralize  and so speed up  the handling of
appeals in certain kinds of civil cases. To that end, this Court, unlike
the 12 other federal Courts of Appeals, has a nationwide jurisdiction.
It hears appeals from several places. Many of its cases come from the
Trade Court and others from the Claims Court (one of the special courts).
It also hears appeals in certain cases decided by any of the 91 District
Courts around the country  those involving patents, trademarks, or
copyrights. Then, too, it takes cases that arise out of the administrative
rulings made by the International Trade Commission, the Patent and
Trademark Office (in the Department of Commerce), and the Merit
Systems Protection Board.
The Court of Appeals for the Federal Circuit has 12 judges  and
appeals from their decisions may be carried to the Supreme Court.

Vocabulary
to try a case  ðàññìàòðèâàòü
(ðàññëåäîâàòü) ñóäåáíîå äåëî
to decide a case  âûíîñèòü ðåøåíèå ïî äåëó

subject matter  ïðåäìåò ñóäåáíîãî ðàçáèðàòåëüñòâà
to bring a suit in a court  îòêðûòü
ñóäåáíîå äåëî; âûíåñòè èñê
íà ñóäåáíîå ðàçáèðàòåëüñòâî
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litigant  ñòîðîíà â ñóäåáíîì ðàçáèðàòåëüñòâå
to claim smth  ïðåòåíäîâàòü íà
÷òî-òî (çàÿâëÿòü ïðàâî íà
÷òî-ëèáî)
exclusive jurisdiction  èñêëþ÷èòåëüíàÿ þðèñäèêöèÿ
concurrent jurisdiction  îäíîâðåìåííàÿ þðèñäèêöèÿ (äåéñòâóþùàÿ ñîâìåñòíî)

plaintiff  èñòåö, èñòèöà
defendant  îòâåò÷èê, ïîäñóäèìûé, îáâèíÿåìûé
diverse citizenship  ðàçíîå ãðàæäàíñòâî ñòîðîí â äåëå
appraiser  òàêñàòîð (îöåíùèê)
panel  ñîñòàâ ïðèñÿæíûõ (ñóäåé)
appeal  àïåëëÿöèÿ

1.4. District Courts
The United States District Courts are the federal trial courts. They
now handle over 200,000 cases a year  some 90 percent of all of the
federal case load.
The District Courts were set up by Congress in the Judiciary Act of
1789. There are now 91 of them. The 50 States are divided into 89 judicial districts, with one court in each district. There is also a District
Court in the District of Columbia and another in Puerto Rico.
Each State forms at least one federal judicial district. The larger, more
populous States are divided into two or more districts  because of the
greater amount of judicial business arising in them, of course.
At least one judge is assigned to each district, but many have several. Thus, New York is divided into four judicial districts; and one, the
United States Judicial District for Southern New York, now has 27 judges. All told, 507 judges now preside over the 91 federal District Courts.
Cases tried the District Courts are most often heard by a single judge;
but certain cases may be heard by a three-judge panel.
Jurisdiction. The District Courts have original jurisdiction over most
of the cases heard in the federal courts. Clearly, then, they handle many
different kinds of cases. They hear criminal cases ranging from bank
robbery, kidnapping, and mail fraud to counterfeiting, tax evasion, and
treason. They try civil cases arising under the bankruptcy, postal, tax,
labor relations, public lands, civil rights, and other laws of the United States. The District Courts are the only federal courts that regularly
use grand juries (to indict) and petit juries (to try) defendants.
12

Cases decided in the District Courts do not often go further in the
judicial process. But they may be appealed to the Court of Appeals in that
judicial circuit. In a few instances, they may be taken directly to the Supreme Court.
The Courts of Appeals
The Courts of Appeals were formed in 1891. They were intended to
relieve the Supreme Court of much of the burden of hearing appeals
from the District Courts. There were so many appeals that the High
Court was then three years behind its docket.
There now 12 Courts of Appeals. The United States is divided into
11 judicial circuits. There is a Court of Appeals for each of those circuits
and also one in the District of Columbia.
Altogether, 132 circuit judges sit on these appellate courts. In addition, a Justice of the Supreme Court is assigned to each of them. Take
the United States Court of Appeals for the Seventh Circuit, for example.
The Seventh Circuit covers three States: Illinois, Indiana, and Wisconsin.
The court has nine circuit judges, and Supreme Court John Paul Stevens
is also assigned to the circuit. The court sits in Chicago. As another: the
Fifth Circuit encompasses three States: Louisiana, Mississi ppi, and
Texas. Its Court of Appeals has 13 judges, plus Associate Justice Byron
R. White. It holds its sessions in a number of different cities within the
circuit.
Each of the Courts of Appeals usually sits in panels of three judges.
Once in a while, to hear an important case, a court will sit en banc 
that is, with all of the circuit judges participating.
Jurisdiction. The Courts of Appeals have only appellate jurisdiction.
Most often, their cases come from the District Courts within their circuits. They hear cases appealed from the United States Tax Court and
from the territorial courts, as well. They also hear appeals from the decisions of several federal regulatory agencies  from such quasi-judicial
agencies as the Interstate Commerce Commission, the Civil Aeronautics Board, and the Federal Trade Commission.
The Courts of Appeals now handle about 25,000 cases a year. Their
decisions are final  except in those (very few) cases the Supreme Court
agrees to hear on appeal.
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Vocabulary
to handle a case  ðàññìàòðèâàòü
äåëî
trial court  ñóä ïåðâîé èíñòàíöèè
judicial district = judicial circuit 
ñóäåáíûé îêðóã
kidnapping  ïîõèùåíèå ëþäåé ñ
öåëüþ ïîëó÷åíèÿ âûêóïà
counterfeiting  ôàëüøèâîìîíåòíè÷åñòâî
tax evasion  óêëîíåíèå îò óïëàòû íàëîãîâ

treason  ãîñóäàðñòâåííàÿ èçìåíà
petit jury  ìàëîå æþðè
grand jury  áîëüøîå æþðè
to indict  îáâèíÿòü ïî îáâèíèòåëüíîìó àêòó
docket  äîñüå ñóäîïðîèçâîäñòâà
(êíèãà çàïèñåé)
circuit judge  îêðóæíîé ñóäüÿ
en (in) banc  â ïîëíîì ñîñòàâå
quasi-judicial  êâàçèñóäåáíûé
final decision  îêîí÷àòåëüíîå
ðåøåíèå

1.5. Judicial Review
Courts have the power of judicial review, the power to decide if
what government does squares with what the Constitution provides.
More exactly, judical review may be defined in these terms: It is the
power of a court to determine the constitutionality of a governmental
action. In part, then, it is the power to declare unconstitutional  to
declare illegal, null and void, of no force and effect  a governmental
action found to violate some provision in the Constitution.
The power of judicial review is held by all federal courts and by most
State courts, as well.
The Constitution does not provide for judicial review in so many
words. But it is clear that the Framers meant that the federal courts 
and that most especially the Supreme Court  should have that power.
In practice, the Supreme Court established the power of judicial review in 1803.
Since it was decided, the High Court and other federal and State
courts have used the power in thousands of cases. In most of them, the
challenged governmental action has been upheld.
But that is not always the result, of course. To date, the Supreme
Court has decided more than 130 cases in which it has found an act
or some part of an act of Congress to be unconstitutional. And it has
14

struck down several presidential and other executive branch actions, as
well. It has also voided hundreds of actions of the States and their local governments, including more than 900 State laws.

Vocabulary
judicial review  ïåðåñìîòð ñóäåáíîãî äåëà
null and void  óòðàòèâøèé þðèäè÷åñêóþ ñèëó

provision  óñëîâèå, ïîëîæåíèå
(çàêîíà, äîãîâîðà)
the Framers  òâîðöû êîíñòèòóöèè ÑØÀ

Vocabulary

Practice

1. Match a line in A with a line in B:
a)

A
to
to
to
to

take to
hold
try
bring in

B
case
suit
court
trial

b)

A
trial
subject
final
regular
concurrent
associate
judicial

B
matter
decision
court
district
jurisdiction
judge

2. Find synonyms:
a)
b)
c)
d)
e)

suit;
to decide a case;
juridical circuit;
to indict;
plea.

3. Say what you have learned about:
a)
b)
c)
d)
e)
f)

Court of Appeals;
Claims Court;
Tax Court;
Court of International Trade;
Supreme Court;
Special Courts;
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g) Constitutional Courts;
h) District Courts;
i) Judicial Review.

1.6. The American Legal System I
One of the most pervasive ways that government affects business is
through the legal system. The law protects both individuals and businesses against those who threaten society. It also spells out accepted
ways of performing many essential business functions  along with the
penalties for the failure to comply. In other words, like the average
person, companies must obey the law or face the consequences. Although this fact limits a companys freedom, it also provides protection from wrongdoers.
Sources of law
Law is not static; it develops in response to changing conditions and
social standards. The U.S. Constitution and the Bill of Rights are the
foundation for the laws, but they are rather general documents. Laws
offering specific answers to specific problems are constantly embellishing the basic principles of our society.
Laws originate in various ways: through legislative action (statutory
law), through administrative rulings (administrative law), and through
customs and judicial precedents (common law). To one degree or another, all three forms of law affect businesses.
Statutory law
Statutory law
Statute, or law,
created by a legislature
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Without Congress, there would be no federal
statutory law, which is law written by legislative
bodies. The Constitution, in fact, specifically
grants the Senate and the House of Representatives the right to regulate [interstate] commerce.
Because of the many steps involved in passing a
bill, most statutory law reflects a broad consensus
of opinion. In some cases, however, laws benefiting narrow interests are sometimes pushed
through Congress by senators or representatives
friendly to those interests.

*Uniform

Commercial
Code
Set of standardized laws
governing business Transactions that have been
adopted by many states

States also have legislative bodies that write
statutory laws applicable within their boundaries.
It is common for state laws to vary considerably,
presenting problems for companies that do business in several states. The problem would be
much worse, however, without the *Uniform
Commercial Code (UCC), which provides a nationwide standard in a number of areas of commercial law, such as the writing of sales contracts
and warranties. The UCC has been adopted in its
entirety in 49 states, and about half of it has been
adopted in Louisiana.

Vocabulary
penalty  âçûñêàíèå (øòðàô, íàêàçàíèå)
legislative action  äåéñòâèå çàêîíîäàòåëüíîé âëàñòè
judicial precedent  ñóäåáíûé ïðåöåäåíò
to pass a bill  ïðèíèìàòü (îäîáðÿòü) çàêîíîïðîåêò

warranty  äîãîâîðíàÿ ãàðàíòèÿ
UCC (Uniform Commercial Code) 
åäèíûé òîðãîâûé êîäåêñ ÑØÀ

1.7. The American Legal System II
Administrative law
Once laws have been passed by a legislature, responsibility for enforcing them typically passes to an administrative agency or commission. That administrative agency may be called on to clarify a regulations
intent, often in consultation with representatives of the affected industry. The administrative agency may then write more specific regulations,
which are considered administrative law. For example, the Federal
Trade Commission issues regulations (and enforces laws Congress has
enacted) concerning such deceptive trade practices as unfair debt collection and false advertising.
Administrative agencies also have the power to investigate whether any corporations are breaking administrative laws. A particular cor17

poration found to be misbehaving may agree to a consent order, which
allows the company to promise to stop doing something without actually admitting to any illegal behavior. As an alternative, the administrative agency may start legal proceedings against the company in a
trial presided over by an administrative judge. During the trial, witnesses
are called and testimony is taken to determine the facts of the situation. The judge then issues a decision, which may impose corrective
actions on the company. If the company objects to the decision, it may
file an appeal in a regular federal court. The administrative agency may
also appeal if it is unhappy with the ruling of the independent administrative law judge.
Common Law
Common Law, the sort of law that comes out of courtrooms and
judges decisions, began in England many centuries ago and was
brought to America by the colonists. It is applied in all states except
Louisiana, which has a French heritage and therefore follows some of
the princi ples of the Napoleonic Code. Common law is sometimes
called the unwritten law to distinguish it from legislative acts and administrative agency regulations, which are written documents. Instead,
common law is established through custom and the precedents set in
courtroom proceedings.
Despite its unwritten nature, common law has great continuity,
which derives from the doctrine of stare decisis (Latin for to stand by
decisions). What the stare decisis doctrine means is that judges decisions establish a precedent for deciding future cases of a similar nature.
Because common law is based on what has gone before, the legal framework develops very gradually.
In the United States, common law is applied and interpreted in the
system of courts. Common law thus develops through the decisions in
trial courts, special courts, and appellate courts. The Supreme court (or
the highest court of a state, when state laws are involved) sets precedents
for entire legal systems; lower courts must then abide by those precedents as they pertain to similar cases.
In legal proceedings, common law, administrative law, and statutory
law may all be applicable. If there is a conflict, statutory law generally
prevails. But the three forms of law overlap to such an extent that the
difference among them is often indistinguishable. For instance, if you
bought what you thought was a goose down coat and then found out that
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it was actually filled with reprocessed polyester, you could sue the coat
manufacturer for misrepresentation. Although the basis for this suit is
an old concept in common law, it has also been incorporated in state
and federal legislation against fraudulent and misleading advertising,
which is further interpreted and enforced by the Federal Trade Commission.

Vocabulary
to pass a law = to pass a bill 
ïðèíèìàòü (îäîáðÿòü) çàêîíîïðîåêò
administrative law  àäìèíèñòðàòèâíîå ïðàâî
to break a law  íàðóøàòü çàêîí
consent order  ïðèêàç ñóäà ñîãëàñíî ñ ñîñòàâëåííûì ñòîðîíàìè ñîãëàøåíèåì
witness  ñâèäåòåëü
to take a testimony  ñíèìàòü
ñâèäåòåëüñêèå ïîêàçàíèÿ

to file an appeal  ïîäàâàòü àïïåëÿöèþ
common law  îáùåå ïðàâî, çàêîí
unwritten law  íåïèñàíûé çàêîí
courtroom  çàë ñóäîâûõ çàñåäàíèé
stare decisis  ñòîÿòü íà ðåøåííîì (îáÿçûâàþùàÿ ñèëà ïðåöåäåíòîâ)
fraudulent  îáìàííûé, ìîøåííè÷åñêèé

Vocabulary

Practice

1. Match a line in A with a line in B:
a)

A
to
to
to
to

take
break
pass
file

B
appeal
bill
law
testimony

b)

A
judicial
legislative
administrative
consent
stare

B
order
decisis
precedent
law
action

2. Say what you have learned about:
a) American legal system;
b) statutory law;
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c) administrative law;
d) common law.

1.8. Department of Justice
Established: 1870
Head: Attorney General
Solicitor General. Represents the United States in the Supreme
Court; decides which lower court decisions Government should ask Supreme Court to review and position Government should take in cases
heard by High Court.
Antitrust Division. Handles court cases involving violations of antitrust laws, other federal statutes covering illegal business practices.
Land and Natural Resources Division. Handles most civil (noncriminal) cases involving the public lands and other real property owned
by the United States; represents the Governments interests in civil cases
involving Indians and Indian affairs; handles both civil and criminal
cases arising out of federal environmental protection laws.
Tax Division. Handles both civil and criminal cases arising out of the
tax laws; most often, acts as in-court attorney for the Internal Revenue
Service.
Civil Rights Division. Handles both civil and criminal cases involving
acts of discrimination prohibited by the various federal civil rights laws.
Civil Division. Handles most of the civil cases to which the United
States is a party (all of those civil cases not handled by one of the
other Divisions).
Criminal Division. Handles most court cases involving federal crimes
(all criminal cases not handled by one of the other Divisions).
Federal Bureau of Investigation. Investigates most cases involving violations of federal criminal laws; pursues, arrests most persons suspected
of or charged with federal crimes.
Drug Enforcement Administration. Administers, enforces federal laws
relating to controlled substances (princi pally narcotics and dangerous
drugs).
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Vocabulary
Attorney General  ìèíèñòð þñòèöèè ÑØÀ
Solicitor General  çàìåñòèòåëü
ìèíèñòðà þñòèöèè ÑØÀ
lower court  ïîäâåäîìñòâåííûé
ñóä
High Court  Âûñîêèé ñóä
Supreme Court  Âåðõîâíûé
ñóä
Antitrust Division  àíòèòðàñòîâûé îòäåë Ìèíèñòåðñòâà
þñòèöèè

antitrust laws  àíòèòðàñòîâîå çàêîíîäàòåëüñòâî
real property  íåäâèæèìîñòü (íåäâèæèìàÿ ñîáñòâåííîñòü)
in-court  ñóäåáíûé
Internal Revenue Service  Ñëóæáà âíóòðåííèõ ïðèáûëåé â
ÑØÀ
to be charged with a crime  áûòü
îáâèíåííûì â ïðåñòóïëåíèè

1.9. Department of Labor
Established: 1913
Head: Secretary of Labor
Employment and Training Administration
An umbrella agency. Through the United States Employment Service,
aids the States to operate a system of local employment offices; through
the Unemployment Insurance Service, supervises the States administration of their unemployment compensation programs (largely financed
by a federal tax on employers); through the Office of Employment and
Training Programs, makes grants for and administers several job-training, work experience, and public service employment programs; through
the Bureau of Apprenticeship and Training, works to improve the standards of apprenticeshi p and training for various skilled jobs.
Employment Standards Administration. An umbrella agency. Through
the Wage and Hour Division, enforces federal minimum wage and
maximum hours laws; through the Office of Federal Contract Compliance Programs, enforces laws prohibiting discrimination in employment
on all federal or federally-supported construction projects; through the
Office of Workers Compensation Programs, administers laws providing injury and accident benefits for federal employees.
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Labor-Management Services Administration. Administers laws guaranteeing the reemployment rights of veterans; enforces federal laws regulating the operations of private pension and welfare plans; acts as an
advisory agency to help in the collective bargaining process.
Occupational Safety and Health Administration. Enforces federal laws
setting minimum safety and health standards in most work situations.
Mine Safety and Health Administration. Enforces federal laws setting minimum safety and health standards for mining operations.
Bureau of Labor Statistics. Collects, analyzes, and publishes data on
employment, unemployment, hours of work, wages, and prices.

Vocabulary
umbrella agency  àãåíòñòâî,
â êîòîðîì åùå íåñêîëüêî
ïîäâåäîìñòâåííûõ àãåíòñòâ
compliance  ñîîòâåòñòâèe, ñîãëàñèå

to administer laws  îòïðàâëÿòü
ïðàâîñóäèå
accident benefits  ïîñîáèÿ ïðè
íåñ÷àñòíîì ñëó÷àå

1.10. Department of Commerce
Established: 1903
Head: Secretary of Commerce
Bureau of the Census. Takes a census of the nations population every
10 years (as required by the Constitution, particularly for the apportionment of seats in the House of Representatives); collects, analyzes,
and publishes a wide variety of other statistical data about the people and
the economy of the nation.
National Bureau of Standards. Develops and maintains the uniform
standards of all weights and measures which, by law, may be used in
the United States; performs a wide range of advanced scientific and other
experimental and testing functions; furnishes scientific and technological services to both government and private industry.
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Patent and Trademark Office. Issues more than 60,000 patents each
year (patents of invention, good for 17 years; patents of design, good
for 14 years; and plant patents, good for 17 years); registers some
30,000 trademarks each year (good for 20 years, and renewable).
National Oceanic and Atmospheric Administration. Operates the
National Weather Service, which forecasts and reports weather conditions throughout the country; makes satellite observations of weather
and other features of the Earths environment; conducts oceanic, atmospheric, seismological, and other environmental research; publishes its
findings in nautical and aeronautical maps, charts, and other reports;
administers the Sea Grant program (which provides grants for marine
research and education).
Maritime Administration. Administers several programs to promote
the development and operation of the nations merchant marine; subsidizes shipbuilding and certain ship operating costs (especially to counter foreign competition); conducts research and development programs
to improve the merchant marine; trains officers for the merchant marine (at the U.S. Merchant Marine Academy, at Kings Point, N.Y.).
Minority Business Development Agency. Promotes and coordinates
federal and other public and private efforts to help organize and
strengthen business owned and operated by members of minority groups;
furnishes management and technical assistance to minority firms.
Bureau of Economic Analysis. Collects, analyzes, and publishes data
to provide a reliable and detailed picture of the structure, condition, and
prospects of the nations economy; makes continuing reports on the gross
national product (the GNP, the total national output of goods and services, measured in dollar terms).
International Trade Administration. Promotes American interests in
foreign trade; maintains a network of Foreign Commercial Service offices
to report on business conditions and trade and investment opportunities abroad; conducts trade fairs and operates trade centers in other countries.

Vocabulary
to take the census  ïðîâîäèòü
ïåðåïèñü íàñåëåíèÿ
to furnish  çä. ïðåäîñòàâëÿòü

GNP  Gross National Product 
âàëîâîé íàöèîíàëüíûé ïðîäóêò
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Vocabulary

Practice

1. Match a line in A with a line in B:
A

B

umbrella
antitrust
lower
accident
real
attorney

court
general
agency
benefits
division
property

2. Put the necessary word in the sentence: employment, countries, criminal, Solicitor General, violations, pension:
a) Antitrust division handles court cases involving ... of antitrust laws.
b) ... represents the United States in the Supreme Court.
c) Bureau of Labor Statistics collects, analyzes, and publishes data on
... , unemployment, hours of work, wages, and prices.
d) Tax Division handles both civil and ... cases arising out of the tax laws.
e) Labor-Management Services Administration enforces federal laws
regulating the operations on private ... and welfare plans.
f) International Trade Administration conducts trade fairs and operates
trade centers in other ... .

3. Say what you have learned about 3 executive departments of the
Federal Government, their functions and divisions inside them.

1.11. Rights that Employees Demand
There are many rights that workers feel entitled to today. Following
are the major ones:
• the right to a job;
• the right to protection from arbitrary or sudden termination;
• the right to privacy of possessions and person in the workplace,
including freedom from arbitrary searches, use of polygraphs,
surreptitious surveillance, and intrusive psychological or medical
testing;
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• the right to equal opportunity and nondiscriminatory treatment in
personnel decisions;
• the right to a clean, healthy, and safe environment on the job,
including freedom from undue stress, sexual harassment, cigarette
smoke, and exposure to toxic substances;
• the right to be informed of records and information kept and to
access to personnel files;
• the right to freedom of action, association, and lifestyle when off
duty;
• the right to freedom of conscience and to inform government or
media about illegal or socially harmful corporate actions;
• the right to self-actualization through career advancement;
• the right to collective bargaining and to strike;
• the right to due process for grievances against the employer;
• the right to free expression of sexual preference and choice of a
romantic partner;
• the right to partici pate in major decisions affecting ones job;
• the right to freedom of political belief and expression, including
the right to publish opinions related to occupation;
• the right to adequate leisure time for personal and family activities;
• the right to reject interdepartment and intercity transfers;
• the right to choose clothing and hair style;
• the right to fair pay and fringe benefits such as medical and
insurance;
• the right to an adequate pension.

Vocabulary
surreptitious surveillance  òàéíîå
íàáëþäåíèå
harassment  ïðèñòàâàíèå

fringe benefits  äîïîëíèòåëüíûå
ëüãîòû

1.12. False and Deceptive Advertising
There is a little doubt that advertising is an effective marketing tool,
but many people question its value to society. They suggest that advertising raises costs, wastes resources, perpetuates stereotypes, manipulates
the consumer on a subconscious level, and distorts the truth.
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Public concern about potential misuses of advertising is responsible
in part for the growth of government regulation. Today, several federal
agencies and state governments strive to guarantee truth in advertising.
Advertisers themselves, their agencies, the media, and many trade and
professional associations also set guidelines to protect the public from
unscrupulous pitches.
The Federal Trade Commission
The federal governments advertising watchdog is the Federal Trade
Commission (FTC). This agency was created in 1914, when Congress
passed the Federal Trade Commission Act. The commissions role was
expanded in 1938 by the Wheeler-Lea Act, which gives the FTC specific authority to control false or misleading advertising by most food,
drug, health, and cosmetic companies.
The FTC has developed a couple of ground rules for advertisers. One
is that all statements of fact must be supported by evidence. This includes
words (Bounty soaks up more than the next leading brand) and demonstrations. Thus, advertisers cannot use whi pped cream in a shaving
cream commercial to create an impression of a firm, heavy lather. Furthermore, advertisers must not create an overall impression that is incorrect. In other words, they cannot claim that doctors recommend a
product if they do not; nor can they present an actor who delivers the
message dressed in a doctors white jacket.
Under the Reagan administration, the FTC has taken the position
that guaranteeing the truth of ads is extremely costly and that consumers would be better served if the rules were relaxed somewhat. Consumers could exercise their own good judgement, and they might pay
less for products because advertising costs might decline. Although there
has been no formal change in FTC regulation, lately the agency seems
to have favored a loose interpretation of appropriate evidence for advertising claims.
Other government regulators
The U.S. Postal Service plays an important role in advertising that
travels through the mail. Much of its activity is geared toward preventing obscenity in advertising and stopping promotional fraud. In 1982 the
Postal Service began taking a more aggressive stance, encouraging victims of mail fraud to bring information to the Postmaster to help end
such activities.
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Advertising is also regulated by forty-four states that have passed the
Printers Ink Model Statute, drawn up in 1911 by the trade newspaper of the advertising industry. The statute provides punishment for
untrue, deceptive, or misleading advertising. Most states also regulate
advertising practices by individual industries, such as liquor stores, stock
brokerages, employment agencies, and small loan companies.

Vocabulary
FTC  Ôåäåðàëüíàÿ òîðãîâàÿ
êîìèññèÿ
good judgement  çäîðîâîå ñóæäåíèå
claim  èñê

fraud  îáìàí, ìîøåííè÷åñòâî
deceptive  îáìàí÷èâûé, ââîäÿùèé â çàáëóæäåíèå
misleading  ââîäÿùèé â çàáëóæäåíèå

1.13. Three ways to protect your ideas:
Copyrights, Trademark, and Patent
Several forms of legal protection are available for your creations.
Which you should use depends on what you have created.
Copyrights
Copyrights protect the creators of literary, dramatic, musical, artistic,
and other intellectual works. Any printed, filmed, or recorded material can be copyrighted. The copyright gives its owner the exclusive right
to reproduce (copy), sell, or adapt the work he or she has created.
Copyright law covers reproduction by photocopying, videotape, and
magnetic storage.
The Copyright Office, Library of Congress, will issue a copyright to
the creator or to someone the creator has granted the right to reproduce the work. (A book, for example, may be copyrighted by the author or the publisher.) Copyrights issued after 1977 are valid for the
lifetime of the creator plus 50 years. Copyrights issued prior to 1977 are
good for 75 years.
Technically, copyright protection exists from the moment you create the material. When you distribute a work, place a notice on copies that
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includes the term copyright or an abbreviation, the name of the author and the year of publication  for example, Copyright 1986 Jane
Doe. Works can be registered with the Copyright Office for $10.
Trademark
A trademark is any word, name, symbol, or device used to distinguish
the product of one manufacturer from those made by others. A service mark
is the same thing for services. McDonalds golden arches are one of the
most visible of modern trademarks. Brand names can also be registered
as trademarks. Examples are Polaroid, and Chevrolet.
If property registered and renewed every 20 years, a trademark generally belongs to its owner forever. Among the exceptions are popular brand
names that have become generic terms, meaning that they describe a whole
class of products. A brand-name trademark can become a generic term if
the trademark has been allowed to expire, if it has been incorrectly used
by its owner (as in the case of Bordens ReaLemon lemon juice, which
the Federal Trade Commission ruled was being used by Borden to maintain a monopoly in bottled lemon juice), or if the public comes to equate
the name with the class of products (for example, yo-yos).
It is a good idea to have a patent attorney do a clearance search before you begin using a mark to be sure it isnt already in use. Theres filing fee of $175 for registration with the Patent and Trademark Office.
Registration protects your mark for 20 years, and you may renew every
20 years.
Patent
A patent protects the invention or discovery of a new and useful
process, an article of manufacture, a machine, a chemical substance, or
an improvement on any of these. Issued by the U.S. Patent Office, a patent grants the owner the right to exclude others from making, using,
or selling the invention for 17 years. After that time, the patent becomes available for common use. On the other hand, patent law guarantees the originator the right to use the discovery exclusively for a relatively long period of time, thus encouraging people to devise new machines, gadgets, and processes. On the other hand, it also ensures that
rights to the new item will be released eventually. Other enterprises may
be able to make use of it more creatively than its originator.
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Vocabulary
filing fee  ïëàòà

Vocabulary

Practice

1. Match a line in A with a line in B:
A
to
to
to
to

pass
charge
apply
levy

good
filing
fringe

B
taxes
law
bill
prices
benefits
fee
judgement

2. Say what you have learned about:
a) copyrights;
b) trademarks;
c) patents.
3. Put the necessary word in the sentence: copyright, trademark, patent, service, creations.
1. A ... grants one the sole right to manufacture, use, or sell any new
and useful art, machine, manufacture etc.
2. Several forms of legal protection are available for your ... .
3. The patent laws are administered by the Patent and ... Office in
the Department of Commerce.
4. A ... is the exclusive right of an author to reproduce, publish, and
sell his/her creative work.
5. A ... mark is the same thing for services.
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1.14. The Governmental Environment of Business
There is today practically no aspect of business that governments cannot and will not regulate if the occasion arises and popular or legislative support exists. In recent years, governments have responded affirmatively to a wide range of public concerns about such matters as product safety, product labeling, advertising, minority employment, honesty, pollution, and worker safety, to mention a few. Accordingly, laws
have been passed to deal with these concerns. These, when added to the
accumulated volume of laws in the past, have resulted in more government control of business than at any peacetime period in our history.
Furthermore, the direction of many of these laws has been to involve
government in detailed managerial decision making. Government controls in the automobile industry over emission and safety standards are
cases in point.
To the typical businessperson, government regulation is burdensome.
Anti pollution controls, for example, require vast expenditures of funds
by many companies. Equal opportunity regulations influence the ways
in which companies employ and treat people. Other laws force managers to act in certain ways with respect to product design, work environment, prices charged, costs of capital, and so on. An often overlooked
cost of regulation is the time and energy managers and staff must devote to preparing reports for government.
Business not only is subject to the regulations of the federal government but also must deal with fifty state and hundreds of local governments. In addition, the companies that do business abroad are subject
to foreign government regulations.
But governments support business as well. For example, the federal
government helps business by making direct cash subsidies to individual companies, it gives business the results of government-funded research, it protects busineses from unfair domestic and foreign competition, and it opens up foreign markets for business by negotiating with
foreign governments.
The impact of government on business derives from laws applied by
individuals in the executive branches of governments or tested in courts
of law. These laws and their implementation are, in turn, based upon
legal powers given to governments and the administrators of government
programs. The fundamental basis for this tower of regulations is the
Constitution of the United States.
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In the Constitution, most of the economic powers exercised by the
federal government are contained in Article 1, Section 8. This section
gives Congress the power to levy and collect taxes; to pay debts and
provide for common defense and general welfare; to borrow money; to
regulate commerce; to establish bankruptcy laws; to coin money and
regulate its value; to fix standards of weights and measures; to stop counterfeiting; to establish post offices and post roads; to promote science and
useful arts by granting patents and exclusive rights over writings and
discoveries; to punish piracies; to exercise exclusive legislation over the
geographical seat of government, military establishments, and other
lands owned by the governments; and to make all laws which shall be
necessary and proper for carrying into execution these foregoing powers, and all other powers vested by this Constitution in the government
of the United States, or in any department or officer thereof . A reasonable interpretation of such grants of authority permits the national
government in todays economy to do just about anything that is likely to pass through congressional law-making machinery.

Vocabulary
to pass a law  ïðèíèìàòü çàêîíîïðîåêò
to charge prices  çàïðàøèâàòü
öåíû

to apply a law  ïðèìåíÿòü çàêîí
to levy taxes  îáëàãàòü íàëîãîì
counterfeiting  ïîääåëêà äåíåã,
öåííûõ áóìàã

1.15. Contracts
Broadly defined, a contract is an exchange of promises enforceable
by law. A great many business and personal transactions  including
marriage, estate planning (wills), and credit purchases  involve
contracts. For example, the conflict between Pennzoil and Texaco over
the purchase of Getty Oil falls into the category of contract law.
Conditions for contracts
The law of contracts deals largely with identifying the exchanges that
can be classified as contracts. Commitment is the essence of a contract.
In addition, the following factors must usually be present for a contract
to be valid and enforceable:
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An offer must be made. One party must propose that an agreement
be entered into by both parties. The offer may be oral or written; for
example, a salesperson may telephone or write a prospective client, offering to sell the client materials at a certain price. Or the offer may take
the form of an act; for example, the telephone company offers to provide
service by the act of placing a pay phone on a street corner. In any case
the offer must be firm, definite, and specific enough to make it clear
that someone intends to be legally bound by the offer.
Acceptance of the offer must be voluntary. Don Corleone, the godfather of film and novel, frequently made people an offer they couldnt
refuse. Luckily for him, he did not depend on the law to enforce the
promises gained by these offers, because an ability to refuse is a prerequisite for a valid contract. The courts will not uphold a contract if either
the offer or the acceptance was obtained through what is termed duress or undue influence. This rule is known as the princi ple of mutual acceptance. Both parties must enter into a contract freely.
Both parties must give consideration. A contract is legally binding only
when each party gives something of value to the other. This item of value, or consideration, may be money, goods, services or the forbearance
(giving up) of a legal right. But the relative value of each partys consideration generally does not matter to the courts. If people make what seems
later to be a bad bargain, that is their affair. Consideration is legally sufficient when both parties receive what they agreed on.
Both parties must be competent. The law gives to certain classes of
people only a limited capacity to enter into contracts. Minors, people who
are senile or mentally handicapped, and in some cases those who are
intoxicated cannot usually be bound by a contract for anything but the
bare necessities: food, clothing, shelter, and medical care.
The contract must be legal. The law will not enforce a promise that
involves an illegal act. For example, a gangster cannot get help from
the courts to enforce a contract to deliver illegal drugs at a prearranged
price. Nor can a contract be enforced if one party signed under duress.
The contract must be in proper form. Although many contracts can
be made orally, by an act, or by a casually written document, in certain situations the law requires that a prescribed form be followed. For
example, the transfer of goods worth $500 or more must be accompanied by a written document signed by both parties. The written form
is also required for all real estate contracts and for contracts that cannot be fulfilled within one year, such as installment-purchase agreements.
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When the law requires a written document, any change in the agreement
must also be written.

Vocabulary
estate planning  çàâåùàíèå èìóùåñòâà
duress  ïðèíóæäåíèå
handicapped person  ÷åëîâåê ñ
ôèçè÷åñêèìè èëè óìñòâåííûìè íåäîñòàòêàìè, èíâàëèä
to cancel a contract  àííóëèðîâàòü êîíòðàêò

real estate  íåäâèæèìîå èìóùåñòâî
to enforce a promise  ïðèíóæäàòü ê âûïîëíåíèþ äîãîâîðíûõ îáÿçàòåëüñòâ

1.16. Breach of Contract
Most valid contracts are obeyed by both parties. Each does what was
promised, and the contract is terminated by being carried out. But sometimes a contract will not be fulfilled because both parties agree to end
it. And occasionally the law will excuse one party from meeting an agreement; for example, bankruptcy frees a person from certain credit agreements, and death or serious illness is a valid excuse for not fulfilling a
contract for personal services. When one party has no legal excuse for
failure to live up to the terms of a contract, the other party may claim
breach of contract.
The essence of a contract is that the law will enforce the promise. Say
that Nick Santo, a builder, contracts to buy 2,000 feet of pine board from
the Zeller Lumberyard. The contract sti pulates that the price for the
board is to be $2 per foot and that delivery must be made by January
25. But on January 10 the lumberyard calls Santo and tells him that
another contractor has offered to buy all the yards lumber at $2.50
per foot. Zeller tells Santo that he must pay the higher price or wait
untill February 15 for delivery. Santo has the following options:
Discharge: When one party violates the terms of the agreement, generally the other party is under no obligation to continue with his or
her end of the contract. In other words, the second party is discharged
from the contract. Santo is free to buy his wood from another lumberyard. If Zeller goes ahead and delivers the wood at the later date, Santo
does not have to accept it.
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Damages: A party has the right to sue in court for damages that were
foreseeable at the time the contract was entered into and that result from
the other partys failure to fulfill the contract. The amount of damages
awarded usually reflects the amount of profit lost and, often, court costs
as well. If Santo had to pay another yard a higher price to get lumber,
he would be entitled to collect the difference from Zeller. If Zellers failure
to deliver the wood caused Santo to lose a large contract or a good customer, the court might force Zeller to pay damages far exceeding the
value of the wood itself.
Specific performance: A party can be compelled to live up to the
terms of the contract if money damages would not be adequate. If, for
instance, Zeller had agreed to sell not pine board but a unique, oneof-a-kind wood paneling from a sixteenth-century Spanish castle, Santo
could demand specific performance of the contract. Another similar situation would be a personal services contract. If Bruce Springsteen didnt
show up for a concert, he could well be sued for breach of contract,
because hes a hard act to replace.

Vocabulary
to fulfill (to carry out) a contract 
èñïîëíÿòü óñëîâèÿ êîíòðàêòà
to meet an agreement  âûïîëíÿòü ñîãëàøåíèå, äîãîâîð
breach of contract  íàðóøåíèå
êîíòðàêòà

Vocabulary

lumberyard  ëåñíîé ñêëàä
delivery  ïîñòàâêà
to sue in court  âûñòóïàòü â ñóäå
to enter into a contract  çàêëþ÷àòü êîíòðàêò
court costs  ñóäåáíûå èçäåðæêè

Practice

1. Match a line in A with a line in B and make up your own sentences
using the table:
A
cancel
carry
meet
sue
enter
enforce
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B
an
a
in
out
into

promise
contract
court
agreement

2. Say what you have learned about:
a) conditions for contracts;
b) cancellation of a contract;
c) breach of a contract.
3. Put the necessary word in the sentence: propose, voluntary, fulfilled,
enforceable, legal.
1. A contract is an exchange of promises ... by law.
2. One party must ... that an agreement be entered into by both
parties.
3. Acceptance of the offer must be ... .
4. The contract must be ... .
5. A contract will not be ... because both parties agree to end it.

1.17. Property transactions
Anyone interested in business must know the basics of property law.
Property is anything of value, tangible or intangible, that can be owned
or enjoyed by someone. The law recognizes two types of property, real
and personal. Real property is land or anything permanently fixed to land,
such as trees, fences, or mineral deposits. Personal property is anything
movable that can be owned. A piece of marble in the earth is real property. When it is cut and sold as a block, it becomes personal property.
Sometimes it is difficult to determine ownershi p of intellectual (intangible) property, such as a companys customer lists or other confidential business information. For example, when Steven Jobs left Apple
Computer to start his own firm, Apple management was worried that
Jobs would use what he knew about his old companys customers and
operations to compete against it. Was Jobs taking information illegally
from Apple, or did it belong to him? Eventually Jobs and Apple came
to an understanding and settled without any court action, but the controversy could have become a lawsuit.
When ownershi p is more clear-cut, both real and personal property can be handled as the owners see fit, with one notable exception:
Under certain circumstances, government has a claim that takes precedence. Lets say, for example, that your state government wants to build
a road right through your yard. Even though you may not want to move,
you can be forced to sell your property to the state. You will be paid a
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fair market price, but you will not have the right to refuse to sell. By
the same token, the state can zone your property for various uses without your approval.
Transfer of real property
Two types of documents are important in obtaining real property for
factory, office, or store space. A deed is a legal document by which an
owner transfers her or his interest in real property to a new owner. A
lease is used for a temporary transfer of interest in real property. The
party that owns the property is commonly called the landlord; the party
that occupies or gains the right to occupy the property is the tenant. A
lease is granted for a specific period of time, during which the tenant
pays the landlord in periodic installments. Generally, a lease may be
granted for any length of time that the two parties agree on. A long lease
allows a business with insufficient capital to buy real property and enjoy the stability normally associated with ownership.
Transfer of personal property
A permanent transfer of tangible or intangible personal property 
such as merchandise or a check  is technically a transfer of title, or
legal possession of the property and the right to use it. Most problems
with the transfer of personal property relate to the question of when the
sale occurred or who should be responsible for damaged or lost goods.
These questions may sound easy, but in a legal sense they are sometimes
difficult to answer.
When an individual is buying something from a merchant, the time
of transfer is sometimes easily established. In the typical cash register
sale, for example, title passes when the clerk accepts the customers
money and hands over the goods. Any loss before the transaction is the
sellers, and any loss afterward is the buyers. But when property is purchased COD (cash on delivery), the time of transfer is not so easily
determined. Although an agreement to sell and buy something has already been struck, title is not transferred until the buyer accepts the
goods and pays for them. Installment purchases are even more complicated. Generally title passes when the buyer takes possession of the property. If, for example, you buy a stereo set on credit, you have title to
it once you take delivery; even if the set is stolen or damaged before
you have finished paying for it, you are responsible for paying the full
purchase price.
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Vocabulary
transaction  ñäåëêà (îïåðàöèÿ)
real property  íåäâèæèìîñòü
personal property  ëè÷íàÿ ñîáñòâåííîñòü
tangible  ìàòåðèàëüíûé
court action  ñóäåáíûé èñê
deed  äîêóìåíò î ïåðåäà÷å àáñîëþòíîãî ïðàâà íà íåäâèæèìîñòü, ïðîòîêîë

to lease  áðàòü, ñäàâàòü â àðåíäó
title  ïðàâî ñîáñòâåííîñòè
tenant  àðåíäàòîð
COD (cash on delivery)  îïëàòà ïîñëå äîñòàâêè
to pay by installments  ïëàòèòü â
ðàññðî÷êó

Vocabulary

Practice

1. Match a line in A with a line in B:
A
real
fair
temporary
own
periodic

B
market
firm
installment
transfer
property

2. Say what you have learned about:
a)
b)
c)
d)
e)
f)

property;
real property;
personal property;
deed;
title;
lease.

3. Put the necessary word in the sentence: circumstances, landlord, lease,
ownership.
1.
2.
3.
4.

Sometimes it is difficult to determine ... of intellectual property.
Under certain ... government has a claim that takes precedence.
The party that owns the property is called ... .
A long ... allows a business with insufficient capital to buy real
property.
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1.18. Bankruptcy
A receiver is appointed.
The court appoints a temporary custodian of
the firms assets
(a receiver).

A referee is
appointed.
The court names
its representative (a
referee).

A trustee is
elected.
The creditors elect
someone to sell
assets and distribute the proceeds
as specified by
law.

The bankrupt firm
is legally discharged from its obligations.
The firm is free to
begin a fresh start
without the weight
of past failures.
With is debts discharged, the firm
can start anew.

Fig. 1. Steps in Bankruptcy Proceedings
Voluntary bankruptcy may buy a debtor time to reorganize finances and
continue operating. But using this device to evade financial obligations is
extremely risky from a legal standpoint, and declaring bankruptcy may
severely damage the reputation and credit rating of a firm or individual.

Bankruptcy is the legal procedure by which a person or a business
that is unable to meet financial obligations is relieved of most of its
debts. The court steps in to divide the existing assets among those who
are owed money. Although some companies cease to exist after declaring bankruptcy, many continue to operate and eventually emerge from
bankruptcy proceedings. (Figure 1 shows the steps involved in declaring bankruptcy.)
When bankruptcy proceedings are initiated by firms creditors, the
firm undergoes involuntary bankruptcy. Far more common is voluntary bankruptcy, in which the debtor begins the proceedings. By entering voluntary bankruptcy, a company may gain time to reorganize,
to cut costs drastically and continue streamlined operations. While this
reorganization is going on, the company can often stop regular payments on interest and princi pal to creditors as well as delay lawsuits.
Texaco, for instance, considered filing bankruptcy as a tactic in its suit
with Pennzoil.
Since 1978, almost 68,000 companies have filed for voluntary bankruptcy, and the majority has managed to survive and even prosper. Some
critics contend that many of these companies did not really need to file
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bankruptcy but rather were using bankruptcy to avoid unpleasant obligations. In one controversial case, Continental Airlines used voluntary
bankruptcy to avoid paying wages and benefits agreed to during a collective
bargaining session with a union, claiming that it could not meet those
obligations and remain in business; the bankruptcy court sided with Continental. Another case involved Manville Corporation, a producer of asbestos and building materials. Manville claimed that it could not afford
to pay the costs of settling an estimated 16,500 lawsuits filed against it
by people who had become ill after exposure to asbestos. However, the
bankruptcy judge ordered Manville to create a $2.5 billion fund to compensate the victims. Experts believe that the settlement will discourage
other companies from resorting to bankruptcy. This case is therefore
another example of how government and business interact to establish
the ground rules for commerce.

Vocabulary
to meet obligations  âûïîëíÿòü
îáÿçàòåëüñòâà
to be relieved of debts  áûòü îñâîáîæäåííûì îò óïëàòû äîëãîâ
to cut costs  ñîêðàòèòü ðàñõîäû
interest  ïðîöåíò
principal  îñíîâíàÿ ñóììà (â
îòëè÷èå îò ïðîöåíòîâ, îñíîâíîé êàïèòàë)
lawsuit  ñóäåáíûé ïðîöåññ, èñê,
òÿæáà

to file bankruptcy  óâåäîìëÿòü î
áàíêðîòñòâå
receiver  óïðàâëÿþùèé êîíêóðñíîé ìàññîé ïðè áàíêðîòñòâå
referee  ðåôåðè
trustee  äîâåðåííûé, ñîáñòâåííèê ïî íàçíà÷åíèþ ñóäà, ïîïå÷èòåëü
to discharge (from)  îñâîáîæäàòü (îò)

Vocabulary

Practice

1. Match a line in A with a line in B:
A
legal
fresh
regular
controversial
bankruptcy
building

B
start
materials
case
court
payments
procedure
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2. Say what you have learned about:
a)
b)
c)
d)

involuntary bankruptcy;
voluntary bankruptcy;
bankruptcy proceedings;
referee.

3. Put the necessary word in the sentence: creditors, referee, costs, procedure, trustee, interest.
1.
2.
3.
4.

A ... is appointed.
The ... elect someone to sell assets.
Bankruptcy is the legal ...
By entirely voluntary bankruptcy, a company may gain time to
cut ...
5. While this reorganization is going on, the company can stop
regular payment on ...
6. A ... is elected.

1.19. Current Federal Taxes
Income Taxes
The 16th Amendment gave Congress the power to levy taxes on
income.
Income taxes first became the major source of federal revenue during World War I, and (except for a few years during the Depression on
the 1930s) they have remained so ever since.
Income of both individual and corporations are taxed. The rates have
always been progressive  that is, the higher the income the higher
the tax rate applied to it.
The individual income tax regularly produces the larger amount. It
is levied on a persons taxable income  ones total income in the previous year minus certain exemptions and deductions.
Each taxpayer has a personal exemption of $1000 plus another
$1000 exemption for each of his/her dependents; an additional $1000
exemption is also allowed for each person over age 65 or blind. Deductions are allowed for several things  mainly for medical and hospital care costs, most State and local taxes, interest payments, and charitable contributions.
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By April 15 all persons with taxable income in the preceding year
must file tax returns (declarations of that income) with the Internal
Revenue Service. The rates applied to taxable income received in 1983
(and reported on 1984 returns) began at 11 percent in the lowest
brackets ($2300 to $3400 for single persons, $3400 to $5500 for married couples) and ranged on up to a maximum of 50 percent in the
top brackets (above $55,300 for single persons, $109,400 for married
couples).
The corporation income tax is applied to all of a corporations net
income  all of its earnings above its costs of doing business. (Nonprofit organizations  such as churches, labor unions, charitable foundations, and cooperatives  are not subject to the tax). This levy has
been called the most complicated of federal taxes, largely because of
the many deductions allowed in figuring a corporations net (taxable)
income.
The rates now run from 15 percent on the first $25,000 of taxable
earnings on up to a top rate of 46 percent on that income above
$100,000.
Social Insurance Taxes
Three major social welfare programs are supported by payroll taxes (1) The Old-Age, Survivors, and Disability Insurance (OASDI)
program  the basic social security program, established by the Social
Security Act of 1935; (2) Medicare  health care for the elderly, added
to the social security program in 1965; and (3) the unemployment insurance program  to pay unemployment compensation benefits to jobless workers, also established by the Social Security Act of 1935.
The payroll taxes for both OASDI and Medicare are collected from
most employees and their employers, and from self-employed persons.
Employees now (1984) pay a 6.7 percent tax on their salaries or wages (up to a ceiling of $37,800 of yearly pay  a maximum tax, then,
of $2532.60 for the year). Their employers now pay a tax of 7 percent
on those salaries or wages. The self-employed pay 11.3 percent on the
first $37,800 of yearly income (a maximum of $4271.40).
The unemployment insurance program is a joint federal-State operation, to make payments to workers who lose their jobs for reasons beyond their own control. It is financed by a 3.4 percent federal tax on the
payrolls of nearly all businesses. The States administer the program,
paying jobless benefits according to federal guidelines.
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Excise Taxes
Taxes laid on the production, transportation, sale, or consumption
of goods or services are excises. Federal excise taxes are imposed on a
great many items today, including: gasoline, oil, tires, the windfall
profits of oil companies, cigarettes, pipe and chewing tobacco, liquor,
wine, beer, firearms, telephone service, and airline tickets. (Many of
them are called hidden taxes  because they are collected from producers who then figure them into the prices they charge to their retail
customers.)
Estate and Gift Taxes
The federal estate tax, levied since 1916, is a tax on the property of
deceased persons. Congress added the gift tax in 1924, to plug a loophole
in the estate tax (the giving of money or other property before death
to avoid that tax).
The estate tax is applied to ones net estate  its full value minus
certain exemptions and deductions. For 1984, the first $325,000 of an
estate is exempt (so, in fact most estates are not taxed). Deductions are
allowed for such things as State death taxes and bequests to religious
and charitable groups. Anything a husband or wife leaves to the other
is taxed, if at all, only when the surviving spouse dies.
Any person may make up to $10,000 in tax-free gifts to any other person in any one year. Gifts husband/wives make to one another
are not taxed, regardless of value.
The estate and gift taxes are separate federal taxes, but both are taxes
on the transfer of property (before or after death)  and so they are
levied at the same rates. For 1984, those rates range from a minimum
of 18 percent on up to a maximum of 55 percent on a net estate or a
gift worth more than $2.5 million.
Customs Duties
Customs Duties (tariffs) are taxes on goods brought into the United States. Congress decides which imports will be taxed (dutied) and
at what rates. Most imports (some 30,000 different items) are dutied;
but some are not  for example, Bibles, coffee, and up to $300 of
American tourists purchases. Many duties are set purposefully high
(the protective tariff), to protect industries and jobs in the
country.
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Miscellaneous Receipts
Huge sums come every year from a multitude of nontax sources, including interest payments on many types of loans, court fines, sales/
leases of public lands, sales of surplus property, canal tolls, fees for
passports, copyrights, trademarks, and patents, seignorage (the profit on
minting coins), and many others.

Vocabulary
income tax  ïîäîõîäíûé íàëîã
to levy taxes  îáëàãàòü íàëîãîì
exemption  îñâîáîæäåíèå
dependent  èæäèâåíåö
to file tax returns  ïîäàâàòü íàëîãîâóþ äåêëàðàöèþ
Internal Revenue Service  Ñëóæáà âíóòðåííèõ äîõîäîâ (ïðèáûëåé) â ÑØÀ
net income  ÷èñòûé (íåòòî)
äîõîä
payroll profits tax  íàëîã íà çàðïëàòó
excise tax  àêöèçíûé ñáîð

windfall profits  íåîæèäàííàÿ
ïðèáûëü, íàëîã
hidden tax  ñêðûòûé íàëîã
(êîñâåííûé)
estate tax  íàëîã íà ïåðåäà÷ó
ñîáñòâåííîñòè â íàñëåäñòâî
gift tax  íàëîã íà äàðåíèå
customs duty  òàìîæåííûé ñáîð
protective tariff  ïðîòåêöèîííûé òàðèô
receipts  äåíåæíûå ïîñòóïëåíèÿ
fine  øòðàô
toll  ïîøëèíà
seignorage  íàëîã íà ïðàâî ÷åêàíêè ìîíåò

Vocabulary

Practice

1. Match a line in A with a line in B:
A
customs
protective
excise
net
windfall

B
income
tariff
profits
duty
tax

2. Say what you have learned about:
a)
b)
c)
d)

Internal Revenue Service;
Payroll profits;
Income tax;
Exemptions.
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3. Put the necessary word in the sentence: imports, property, goods,
exemption, income, excises.
1. ... taxes are the major source of federal revenue.
2. Taxes laid on the production, transportation, sale, or
consumption of goods or services are ... .
3. The federal estate tax is a tax on the ... of deceased persons.
4. Customs duties are taxes on ... brought into the United States.
5. Most ... are dutied.
6. An additional ... is also allowed for blind.

1.20. Bananas Can be Dangerous:
A Study of a Court Suit
When Willard Joye sli pped and fell on a banana in an A & P
supermarket, he felt the Great Atlantic and Pacific Tea Company
(A & P) should pay for his injuries. In bringing a civil action against
A & P (the defendant), Joye became a plaintiff.
The complex rules used to settle disputes like this differ from court
to court, but they are similar in broad outline. Of course, Joye should
start by consulting an attorney who specializes in personal injury to determine to extent of the harm, the time and effort that may be involved
in bringing an action, and the likelihood of winning the suit.
Initiating a lawsuit
Joyes attorney must first file with the appropriate court the pleadings
(papers), including the summons and the complaint. The summons is a
legal document telling the defendant that an action has been initiated; it
states that if the defendant doesnt answer the complaint, the court will
declare a judgment in favor of the plaintiff (default). A summons differs
from a subpoena in that a subpoena requires only that a person give testimony, whereas the summons requires an answer to the complaint.
The complaint contains a brief statement of the facts of the case, tells
how the defendant allegedly caused the harm, and demands relief for
the plaintiff, usually in the form of monetary damages. When the pleadings are served, the defendant officially learns that the action has been
filed and that the plaintiff is seeking reimbursement for personal injuries. However, discussions and negotiations among plaintiff, defendant,
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and both parties legal counsel usually occur after the accident, and so
the complaint frequently comes as no surprise.
Responding to the claim
When faced with a summons, A & P had the following two options
available:
• A & P could have answered the complaint (within a specific
number of days) by serving Joye with a document outlining the
companys admission or denial of guilt and detailing its defense.
A & P may even have asserted a counterclaim, a demand for relief
from some alleged harm done by the plaintiff.
• If A & P had determined that it was not legally liable for the
damages or that there were not sufficient facts, even if the facts
in the complaint were true, it could have filed a motion to
dismiss, which is a challenge to the legal or factual sufficiency of
the plaintiffs complaint. If the motion is accepted by the court,
the case would end at that point.
If the court does not dismiss the case, then preparation for the trial begins. Mainly, each party wants to obtain as much evidence and as
many facts as possible from the other party; this gathering of information
is known as discovery. The following procedures usually are included in
the discovery process:
1. A deposition, or sworn verbal testimony, from the defendant, the
plaintiff, and/or witnesses is taken by an officer of the court
(often in an attorneys office).
2. Sworn written answers to written questions, called interrogatories,
are prepared by the defendant and the plaintiff.
3. Requests for admissions are made to parties in the case in order
to establish the validity of facts.
4. If the mental or physical condition of a party to the case is in
question, mental or physical examinations may be requested.
Both the defendant and the plaintiff may also inspect documents and
other items relevant to the case by formally requesting access to them.
Either party in a lawsuit can minimize the length of the action by
requesting a summary judgement. Such a judgment will be granted by the
court only when the facts of the case are not disputed by either party
and when the only issue in question is the application of the law. Thus
the trial, or search for the truth, becomes unnecessary. The judge need
only apply the law to the given facts.
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Going to trial
If there is no dismissal, summary judgment, or out-of-court settlement, the trial begins. Depending on the amount of damages demanded and the type of court, there may or may not be a jury trial. If there
is, the jury is selected and the attorneys begin by making their opening statements concerning the facts and what they plan to prove during the trial.
Because the burden of proof is on the plaintiff  that is, the harmed
party must prove the correctness of the case  the plaintiffs attorney
has the opportunity to call the first witness. Both sides in the case may
examine (question) the witnesses and enter exhibits and physical evidence. After presenting their evidence, both sides present closing arguments to the court. If it is a jury trial, the judge instructs the jury about
the appropriate law to be applied to the facts, the jury deliberates, and
finally it reaches a verdict.
In Joye versus A & P, the jury did find in favor of Joye, the plaintiff, and A & P owed him $10,000 in damages. If the jury had found
in favor of A & P, the company would not have been liable for the
damages. A & P subsequently filed an appeal to a higher court (appellate level) requesting a review and reversal of the judgement. Eventually, A & P won a reversal. The company did not have to pay damages,
because the appellate court found there was insufficient evidence to prove
that the defendant was negligent (careless) and had created a dangerous
condition, a banana-slick floor.

Vocabulary
court suit  ñóäåáíûé ïðîöåññ
to bring a civil action  ïîäàâàòü
ãðàæäàíñêèé èñê
defendant  ïîäñóäèìûé, îòâåò÷èê, îáâèíÿåìûé
plaintiff  èñòåö, èñòèöà
to initiate a lawsuit  îòêðûâàòü
ñóäåáíîå äåëî
to file papers  ïîäàâàòü äîêóìåíòû
pleadings  äîêóìåíòû
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summons  ïîâåñòêà
to declare a judgement  îáúÿâèòü
ïðèãîâîð
subpoena  ïîâåñòêà â ñóä ïîä
ëè÷íóþ ðîñïèñü
default  íåâûïîëíåíèå îáÿçàòåëüñòâ, íåÿâêà â ñóä
testimony  ïîêàçàíèÿ ñâèäåòåëåé
allegedly  ÿêîáû
monetary damages  äåíåæíàÿ
êîìïåíñàöèÿ

reimbursement  âîçìåùåíèå
óáûòêîâ
admission (denial) of guilt  ïðèçíàíèå (îòðèöàíèå) âèíû
counterclaim  âñòðå÷íûé èñê
motion  õîäàòàéñòâî (ïðîøåíèå)
to dismiss a case  ïðåêðàòèòü
äåëî
deposition  ïèñüìåííûå ïîêàçàíèÿ
sworn testimony  ñêðåïëåíèå
ïðèñÿãîé ïîêàçàíèé
summary judgement  ïðèãîâîð,
ïðèíÿòûé â ïîðÿäêå óïðîùåííîãî (ñóììàðíîãî) ñóäîïðîèçâîäñòâà
out-of-court settlement  ìèðîâîå
ñîãëàøåíèå âíå ñóäà

jury trial  ñóä ïðèñÿæíûõ
burden of the proof  áðåìÿ äîêàçàòåëüñòâà
to enter exhibits  ïðåäúÿâëÿòü
âåùåñòâåííûå äîêàçàòåëüñòâà
closing argument  ðåøàþùèé
(íåîñïîðèìûé) äîâîä
to reach a verdict  âûíîñèòü ïðèãîâîð
versus  ïðîòèâ
to file an appeal  ïîäàâàòü àïåëëÿöèþ
review  ïåðåñìîòð äåëà
reversal of judgement  îòìåíà
ñóäåáíîãî ïðèãîâîðà

Vocabulary

Practice

1. Match a line in A with a line in B:
a)

A
to
to
to
to
to
to
to

bring
declare
file
initiate
enter
dismiss
reach

B
exhibits
verdict
judgement
civil action
case
papers
lawsuit

b)

A
summary
closing
jury
sworn
monetary
court

B
trial
suit
argument
dames
judgement
testimony

2. Put the necessary word in the sentence: summons, law, trial,
deposition, admissions.
1. The ... is a legal document telling the defendant that an action has
been initiated.
2. If the court doesnt dismiss the case, then preparation for the ...
begins.
3. A ... is taken by an officer of the court.
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4. The judge needs only apply the ... to the given facts.
5. Requests for ... are made to parties in the case in order to
establish the validity of facts.
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Unit 2
BOOKKEEPING
AND AUDITING ACCOUNTING
ÁÓÕÃÀËÒÅÐÑÊÈÉ Ó×ÅÒ È ÀÓÄÈÒ
2.1.
2.2.
2.3.
2.4.
2.5.
2.6.
2.7.
2.8.
2.9.

What bookkeepers do (×åì çàíèìàþòñÿ áóõãàëòåðû)
Bookkeeping (Áóõãàëòåðèÿ)
What is accounting?
Accounting (Ó÷åò, îò÷åòíîñòü)
Managerial accounting (Àäìèíèñòðàòèâíàÿ îò÷¸òíîñòü)
Financial accounting (Ôèíàíñîâûé ó÷¸ò)
Accouting versus bookkeeping (Áóõó÷åò è áóõãàëòåðèÿ)
The asset account (Ó÷åò àêòèâîâ)
Steps in the accounting cycle (Ïîñëåäîâàòåëüíîñòü â ó÷¸òíîì
öèêëå)
2.10. The fundamental accounting equation (Îñíîâû áóõãàëòåðñêîãî
óðàâíåíèÿ)
2.11. Auditing (Àóäèò)
2.12. The income statement (Îò÷¸ò î äîõîäàõ / ðàñõîäàõ)
2.13. Gross sales, net sales, and revenue (Âàëîâûé äîõîä îò ïðîäàæè, ÷èñòàÿ ñóììà ïðîäàæ è äîõîäû)
2.14. Cost of goods sold (or cost of goods manufactured) (Öåíà òîâàðà)
2.15. Operating expenses (Îïåðàöèîííûå ðàñõîäû/çàòðàòû)
2.16. Net income (×èñòàÿ ïðèáûëü)
2.17. The statement of changes in cash flows (Îò÷¸ò îá èçìåíåíèÿõ
â ïîòîêàõ äåíåæíûõ âûïëàò)
2.18. Directorsreport (Îò÷åò ñîâåòà äèðåêòîðîâ)
2.18.1 Revenue Account (Îò÷åò î äîõîäàõ)
2.18.2 Balance Sheet (Áàëàíñîâàÿ âåäîìîñòü)
2.18.3 Cash Flow Statement (Îò÷åò î äâèæåíèè íàëè÷íûõ äåíåã)
2.18.4 Statement of Total Recognized Gains and Losses (Îò÷åò îá
îáùåé ñóììàðíîé ïðèáûëè è óáûòêàõ)
2.18.5 Reconciliation of Movements in Share Holders' Funds (Ñîãëàñîâàííîñòü äâèæåíèÿ àêöèîíåðíîãî êàïèòàëà)
2.18.6 Notes to the Accounts (Çàïèñè ïî ñ÷åòàì)
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2.1

What bookkeepers do

If you were a bookkeeper, the first task you would perform would be
to divide all of the firms paperwork into meaningful categories. Those
categories would probably include the following:
• Sales documents (sales slips, cash register recei pts, and invoices).
• Purchasing documents.
• Shipping documents.
• Payroll records.
• Bank documents (checks, deposit sli ps).
• Various expense documents.
If you collected all this information, you would have several piles of
papers, much like the piles that are generated in the preparation of
income tax forms. If this information is not compressed somehow, it will
become too unmanageable. Therefore, the bookkeeper must begin to
record the data from the original transaction documents (the sales sli ps
and so forth) into record books called journals. Journals are the books
where accounting data are first entered. The term journal comes from the
French word jour, which means day. A journal, therefore, is where the
days transactions are kept.
So a bookkeeper is busy keeping the books of account of a business,
recording a profit and loss account and compiling the balance sheet.

Vocabulary
income tax  ïîäîõîäíûé íàëîã
compile v.  ñîñòàâëÿòü

balance sheet  áàëàíñîâûé ñ÷åò
deposit slips  êàðòî÷êè ïî âêëàäàì

2.2. Bookkeeping
Bookkeeping is an essential accounting tool. A small business or company may employ only one bookkeeper, who records all of the financial data by hand; large organizations may employ many bookkeepers,
who use electronic and mechanical equi pment for a large part of their
work. Each organization has its own bookkeeping requirements, but all
systems operate on the same basic princi ples. The bookkeepers themselves must be accurate, good in math, and meticulous; that is, they must
be very careful to record each detail in its proper place.
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About 3,000 B.C., the Sumerians, the Egyptians, and other peoples of the Middle East developed the first known business records. The
results of tax collections, farming harvests, and the transactions of merchants were recorded by means of written numbers. The Romans, too,
were prolific keepers of records. Indeed, Roman numerals were used in
many parts of Europe until the fifteenth century A.D. The stimulus for
modern bookkeeping came with the introduction of Arabic, or HinduArabic, numerals and the decimal system in the twelfth century A.D.
Most people today use Arabic numerals.
The two basic systems of bookkeeping are double-entry and singleentry. The double-entry method was perfected by the merchants of Venice
during the fifteenth century and is still used today. The basic principle
of double-entry bookkeeping is that every transaction has a twofold effect. In other words, a value is received and a value is yielded or parted
with. Both effects, which are equal in amount, must be entered completely in the bookkeeping records.
An account is a record of the financial transactions that concern one
item or a group of similar items. The account includes categories of financial data for each area of interest during a specific period: the value
at the beginning of a period, changes in value during the same period,
and the value at the end of a period. The broad areas of interest can be
labeled assets, liabilities, and net worth. Income and expense accounts
are totaled at regular intervals, and the resulting profit or loss is posted to a capital account.

SPECIAL TERMS

Liability: An obligation that is owed by an organization: debts to other organizations for merchandise or services; wages owed to employees; accrued (owed but not yet paid) taxes; and payments due on loans
or mortgages.
Capital: The investment in an organization or business by its owner
or owners. Other terms often used instead of capital are owners equity, often abbreviated OE, and proprietorship.
Account: A record of the changes and balances in the value of an
individual item listed in the ledger (see next page) of an organization.
An example of an asset account is the companys furniture and fixtures,
usually listed as one item since it would be impractical to list every desk
and chair. Each account, usually abbreviated a/c, frequently has its own
page in the organizations ledger.
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Double-entry: A method of bookkeeping in which the twofold effect
of every entry is recorded, thus requiring two entries to record each
transaction. By recording both effects of each transaction, this system
offers protection against error.
Single-entry: Any bookkeeping system that does not include the complete results of each transaction. It is usually used by small companies
or to keep track of specific accounts: for example, a checkbook which
only keeps a record of the cash balance.
Debit: An amount entered on the left-hand side of an account. Asset and expense accounts are increased by debiting, that is, by entering amounts in the left-hand column. Debit is usually abbreviated DR.
Credit: An amount entered on the right-hand side of an account. Liability, capital, and income accounts are increased by crediting, that is,
by entering amounts in the right-hand column. Credit is usually abbreviated CR.
Journal: A book in which transactions are recorded. In double-entry
bookkeeping, both sides of the transaction  both the debit and the
credit side  are entered in the journal.
Ledger: A listing of detailed accounts, such as a record comprising
the accounts receivable of each customer. The general ledger is the book
used to list all the accounts of an organization. Entries from all the journals are transferred to the ledger at regular intervals, usually monthly.
This process is called posting. The ledger then serves as a summary of
all the fiscal activity for that period.
To Foot: To add or total the amounts in a column.
Trial Balance: When all the transactions for a certain period have
been posted and footed, the debits should equal the credits. The test to
see if this is so is called a trial balance.

Vocabulary
account  ñ÷åò; ñ÷åò-ôàêòóðà;
îçàãëàâëåííûé ðàçäåë áóõãàëòåðñêîé êíèãè
accrue  óâåëè÷èâàòüñÿ, íàêîïëÿòüñÿ, íàðàñòàòü
asset  àêòèâ
double-entry  ñèñòåìà áóõãàëòåðñêîãî ó÷åòà ñ äâîéíîé çàïèñüþ
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ledger  áóõãàëòåðñêàÿ êíèãà
(êíèãà çàïèñåé) ãðîññáóõ, áàëàíñ
liability  ïàññèâ; îáÿçàòåëüñòâî
contingent liability  óñëîâíîå
îáÿçàòåëüñòâî
current liabilities  òåêóùèå îáÿçàòåëüñòâà
deferred liability  îòñðî÷åííîå
îáÿçàòåëüñòâî

Vocabulary
longterm liability  äîëãîñðî÷íîå
îáÿçàòåëüñòâî
secured liability  îáåñïå÷åííîå
îáÿçàòåëüñòâî
loan  çàåì
merchandise  òîâàðû
mortgage  èïîòåêà; çàêëàäíàÿ
owners equity  îáùàÿ ñòîèìîñòü
âñåãî èìóùåñòâà ñîáñòâåííèêà
payroll  ïëàòåæíàÿ âåäîìîñòü
payroll tax  íàëîã íà çàðàáîòíóþ
ïëàòó

posting  ïðîâîäêà, ðàçíîñêà ïî
ñ÷åòàì; ïåðåíåñåíèå èç êíèãè
ïåðâè÷íîé çàïèñè (Book of
Prime entry); ïåðåíåñåíèå ñ
äðóãîãî ñ÷åòà
taxes  íàëîãè
to foot  ïðèáàâèòü èëè ïîäñ÷èòàòü îáùóþ ñóììó â ïðàâîé êîëîíêå ñ÷åòà
trial balance  ïðîáíûé áàëàíñ
voucher  ðàñïèñêà èëè ëþáîé äðóãîé äîêóìåíò, êîòîðûé ïðîâîäèòñÿ â áóõãàëòåðñêèõ ñ÷åòàõ
wages  çàðàáîòíàÿ ïëàòà

2.3 What is accounting ?
Accounting is the recording, classifying, summarizing and interpreting
of financial events and transactions to provide management and other
interested parties the information they need to make better decisions.
Transactions include buying and selling goods and services, acquiring
insurance, using supplies. Transactions may be recorded by hand or they
may be recorded in a computer system. Of course, the trend today is to
use computers since the process is often repetitive and complex, and
computers greatly simplify the task.
After the transactions have been recorded, they are usually classified
into groups that have common characteristics. For example, all purchases
are grouped together, as are all sales transactions. A businessperson is thus
able to obtain needed information about purchases, sales, and other
transactions that occur over a given period of time. The methods used to
record and summarize accounting data into reports is called an accounting
system. Systems that use computers enable an organization to get financial
reports daily if they so desire. One purpose of accounting is to help
managers evaluate the financial condition and the operating performance
of the firm so that they may make better decisions. Another is to report
financial information to people outside the firm such as owners, creditors,
suppliers, employees, and the government (for tax purposes).
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In more basis terms, accounting is the measurement and reporting
to various users (inside and outside the organization) financial
information regarding the economic activities of the firm. Accounting has
been called the language of business, which may make you think
accounting is only for profit seeking firms. However, it is also the
language used to report financial information about non-profit
organizations such as churches, schools, hospitals, fraternities, and
governmental units. Accounting can be divided into two major categories:
managerial accounting and financial accounting. An accountant working
for an organization is likely to do both.

Vocabulary
purchase n.  ïîêóïêà ïðèîáðåòåíèå
transaction n.  1) (deal) ñäåëêà
2) pl. ïðîòîêîëû,
âåäîìîñòè
evaluate v.  îöåíèâàòü, âûðàæàòü
â ÷èñëàõ

supplier n.  ïîñòàâùèê
fraternity n. áðàòñòâî,
ñòóäåí÷åñêàÿ îáùèíà
measurement n.  èçìåðåíèå,
ðàçìåð

2.4. Accounting
Anything of value that a business or organization owns is commonly
known as an asset. Asset accounts include cash, which is the money on
hand or in the bank; furniture and fixtures; accounts receivable, the
claims against customers that owe money; stock or inventory; office supplies; and many others that show what the organization owns.
Debts owed to creditors are known as liabilities. If money is owed to
an organization or person for things or services purchased on credit, this
liability is called an account payable. Other liabilities include wages or
salaries that are owed to employees, or taxes that have not yet been paid.
The value of the business to the owner or owners is known as capital. Other terms used to designate capital are proprietorshi p, owners
equity (usually abbreviated OE), ownership, or net worth.
A separate account is kept for each asset, liability, and capital item
so that information can be recorded for each of them. Accounts are also
maintained for income and for expenses, and like assets, liabilities, or
capital, these accounts are also entered in the ledger, which is a detailed
listing of all the accounts of an organization. Entries from all the jour54

nals are transferred to the ledger at regular intervals. This process 
called posting  is usually done monthly.
Journals, or books of original entry, are designed to record information about different transactions, including sales, purchases, cash
recei pts, cash disbursements, and many others. Journals have two or
more columns to record increases or decreases in the accounts affected by the transaction, and they often have space for a date and an explanation of the transaction.
All transactions affect at least two accounts. Each transaction must be
analyzed to determine which accounts are affected, and whether they
should be increased or decreased. An entry made on the left-hand side
or column of an account is called a debit, while an entry made on the
right-hand side or column is a credit. Debit, usually abbreviated DR, at
one time meant value received, or literally he owes. Credit, usually abbreviated CR, meant value parted with, or literally he trusts. In modern bookkeeping, debit refers only to the left-hand side of an account,
whereas credit refers to the right-hand side. Some bookkeepers use a far
right-hand column to keep an up-to-date balance of the account.

Vocabulary
increase (v)  âîçðàñòàòü, óâåëè÷èâàòü
decrease (v)  óìåíüøàòü
income (n)  ïðèõîä, äîõîä
(îáû÷íî ãîäîâîé)

expense (n)  òðàòà, ðàñõîä
proprietorship (n)  ñîáñòâåííîñòü

CASH A/C
DATE

EXPLANATION

9/1/77

Cash in Bank

9/2/77

Cash Sales

DR.

CR.

BALANCE
412.50

254.56

Rent Paid

667.06
500.00

9/3/77

Bank Loan

9/4/77

Sales Tax Paid (Aug. 1977)

5000.00

Payroll
Cash Sales

612.00

ìA

167.06
5,167.06

187.60

4,979.46

1,000.00

3,979.46
4,591.46

cash journal
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From the basic accounting formula, that is, assets = liabilities +
+ owners equity (or capital), certain guidelines have evolved through
general agreement and custom. Asset accounts are increased by debiting,
that is, on the left side, and they are decreased by crediting, that is,
on the right side. The opposite is true for liability and proprietorshi p
accounts, which are increased on the credit side and decreased on the
debit side.
Assets

=

Asset A/Cs
DR
+

Liabilities

+

Liability A/Cs

CR


DR


Owners Equity
Proprietorshi p A/Cs

CR
+

DR


CR
+

Income and expense accounts represent changes in equity. Income
increases proprietorship, while expenses decrease proprietorship. Income
accounts are increased on the credit side and decreased on the debit side,
while expense accounts are increased on the debit side and decreased on
the credit side.
Expense A/Cs
DR
+

CR


Income A/Cs
DR


CR
+

Since every transaction affects at least two accounts, at least two entries must be made in the journal. When Morgans Appliance Store, for
example, sells a refrigerator for $260, the bookkeeper debits the cash
account (asset) and credits the sales account (income) by $260. On the
day that Mr. Morgan pays his monthly rent of $500, the bookkeeper
debits the rent account (expense) and credits the cash account (asset)
by $500.
Regularly and at fixed intervals, usually monthly, the bookkeeper
posts all the entries from each journal to the appropriate account in the
general ledger. The bookkeeper then foots, or totals, the columns of
each account; that is, he or she adds the amounts of the debits and
credits, and records the balance of each account. Since debits are always
recorded in amounts equal to credits, the debits and credits should always equal each other. The test that determines whether the total of
debits equals the total of credits is called a trial balance. If the accounts
are not balanced, some error has been made which the bookkeeper
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must find and correct. The financial statements of a company help management to evaluate and direct the operations of an organization.
The second basic system of bookkeeping, as mentioned previously, is called the single-entry method. The method refers to any system that does not include the complete results of every transaction. The
most common type of single-entry bookkeeping involves records of
.
cash, accounts receivable, and accounts payable.
Many bookkeeping systems include journals and records for specific
types of transactions. Special purchase books, for example, include
invoice and voucher registers. Invoices are itemized statements of merchandise sold to a customer; they list the quantity and the charges.
Vouchers are bills received for merchandise or services. One important, widely used journal is a cash disbursement register, which records
the details of all checks written: to whom, when, how much, and for
what purpose. Another popular journal is the cash recei pts journal,
in which all payments received are recorded.
Bookkeepers are also responsible for maintaining the records of a
company, including, of course, the completion of taxes that are to be
deducted and withheld, and the completion of government forms that
are required for tax and other employment purposes. In a small company, the bookkeeper may also function as a cashier, as an assistant
to the manager, or in any number of clerical jobs. Larger firms have
staffs of bookkeepers ranging from as few as two or three to several
hundred. They often use special forms and high-speed computing and
tabulating machines, but basic bookkeeping rules are the same. Regardless of the size of the operation, the bookkeeper is a key person in the
organizations system of financial information.

Vocabulary
deduct (v)  âû÷èòàòü; óäåðæèâàòü
withhold (v)  óäåðæèâàòü; îñòàíàâëèâàòü

compute (v)  ñ÷èòàòü; ïîäñ÷èòûâàòü; âû÷èñëÿòü; äåëàòü
âûêëàäêè
tabulate (v)  ñâîäèòü â òàáëèöû
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2.5 Managerial accounting
Managerial accounting is used to provide information and analyses
to managers within the organization to assist them in decision making.
Managerial accounting is concerned with measuring and reporting costs
of production, marketing, and other functions (cost accounting);
preparing budgets (planning); checking whether or not units are staying
within their budgets (controlling); and designing strategies to minimize
taxes (tax accounting).
Simple analyses of corporate figures can disclose very important
information. For example, a slight month-to-month increase in payroll
costs may not appear significant.But multiply that increase by 12 months,
and the increase in costs can be disastrous. Monitoring figures such as profit
margins, unit sales, travel expenses, cash flow, inventory turnover, and
other such data is critical to the success of a firm. Top management's decision
making is based on such data. The question that managerial accounting
reports are designed to answer include the following:
What goods and services are selling the most, and what promotional
tools are working best?
How quickly we are selling what we buy, and how does that compare
with other firms in the same industry?
How much profit is the firm making, and does that compare
favourably with other firms? If not, why not?
What are our major expenses, and are they in line with what other
firms spend?
How much money do we make on the investment the owners have
made in the firm, and does that compare favourably with other firms
in the same industry? If not, why not?
How much money are we paying in taxes, and how can we legally
minimize that amount?
Will we have enough cash at the end of each month this year to
pay our bills and, if not, have we made arrangements to borrow that
money somehow?
Are our costs of doing business in line with the costs of other firms
in the industry and if not, why not?
If you are a business major, it's almost certain you will be required
to take a course in managerial accounting. With growing emphasis on
global competition, company downsizing, and organizational cost
cutting, managerial accounting may be one of the most important
courses you study in your college career.
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Vocabulary
assist v.  ïîìîãàòü,
ñîäåéñòâîâàòü,
ïðèíèìàòü ó÷àñòèå
disclose v.  îòêðûâàòü,
ðàñêðûâàòü; îáíàðóæèâàòü
payroll n.  ïëàòåæíàÿ
âåäîìîñòü

margin n.  1) êðàé; (off page)
ïîëå (usu. pl.)
2) çàïàñ, êîýôôèöèåíò
3) ÷èñòàÿ ïðèáûëü
favourable  áëàãîïðèÿòíûé,
áëàãîñêëîííûé
a favourable report  ïîëîæèòåëüíûé îò÷åò

2.6 Financial accounting
Financial accounting differs from managerial accounting because the
information and analyses are for people outside of the organization. This
information goes to owners and prospective owners, creditors and lenders,
employee unions customers, suppliers, governmental units, and the
general public. These external users are interested in the organization's
profits, its ability to pay its bills, and other financial information. Much
of the information is contained in the annual report, a yearly statement
of the financial condition and progress of the organization. Various
quarterly reports keep the users more current. Financial accounting
reports answer such questions as the following:
Has the company's income been satisfactory? Should we invest in
this company?
Should we loan money to this company? Will it be able to pay the
money back?
Can the company afford to raise its salaries? Is it financially strong
enough to provide permanent employment?
Is the company financially strong enough to stay in business to
honour product warranties?

Vocabulary
prospective (adj)  áóäóùèé, ïðåä- external (adj.)  âíåøíèé
ïîëàãàåìûé, îæèäàåìûé
annual report ãîäîâîé îò÷åò
warranty (n.)  îñíîâàíèå, ãàðàíòèÿ
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2.7 Accouting versus bookkeeping
Bookkeeping involves the recording of business transactions. It is a rather
mechanical process and does not demand the financial training and insights
of accounting. Bookkeeping is an important part of accounting, but
accounting goes far beyond the mere recording of data. Accountants classify
and summarize the data provided by bookkeepers. They interpret the data
and report them to management. They also suggest strategies for improving
the financial condition and progress of the firm. Accountants are especially
valuable for income tax preparation and financial analysis.
Now that you have some understanding about what accountants do
and for whom they do it, we can get down to the fundamental aspects
of bookkeeping and accounting. Accounting, remember, involves the
gathering and recording of transactions (for example, the sale of
merchandise, the payment of a bill, or the receipt of merchandise into
storage), and the periodic preparation of financial statements that
summarize those transactions. While reading the texts the goal is not to
learn how to be an accountant, just to learn the terms and concepts.

Vocabulary
insight n.  ïðîíèöàòåëüíîñòü; ïî- interpret v.  òîëêîâàòü, èñòîëêîíèìàíèå
âûâàòü
summarize v.  ñóììèðîâàòü; ðåçþ- merchandise n.  òîâàðû (m. pl.)
ìèðîâàòü; ïîäâîäèòü èòîã

Vocabulary

Practice

1. What is a liability? What are some examples of liabilities?
2. What does capital mean? What other terms are often used instead
of capital?
3. What is an account? Give an example of an account. What
abbreviation is commonly used for account?
4. What is double-entry bookkeeping? How does it differ from singleentry bookkeeping?
5. What is a debit? What kind of accounts are increased by debiting?
What abbreviation is commonly used for a debit?
6. What is a credit? What kind of accounts are increased by crediting?
How is it commonly abbreviated?
7. What is a journal? In double-entry bookkeeping, what is entered in
the journal?
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8. What is a ledger? What is the relationshi p of a journal to a ledger?
What does posting mean?
9. What does to foot mean?
10. What is a trial balance?

Discussion

1. How do bookkeeping procedures in a large organization differ from
those in a small one? Are the basic principles the same or different?
2. What are some of basic the requirements for a bookkeeper?
3. When were the first known business records kept? By whom? What
kinds of records were kept?
4. How did modern bookkeeping begin?
5. What are the two basic methods of bookkeeping?
6. When was the double-entry method introduced? By whom? What
is its basic princi ple?
7. What is an account? What are the three categories of financial data
listed in an account?
8. What broad areas of interest is bookkeeping concerned with?
9. What is the difference between an asset and a liability? Give an
example of each.
10. What is the term used for the value of a business to its owner? What
other terms refer to the same concept?
11. What is a ledger? What kinds of accounts are entered in it?
12. What is posting?
13. What information is recorded in journals?
14. On which side of an account are debits entered? On which side are
credits entered? What do these terms mean literally? How are they
commonly abbreviated?
15. For what purpose do some bookkeepers use a far right-hand column
in their ledgers?
16. What is the basic accounting formula?
17. How are asset and expense accounts decreased? How are they
increased?
18. How are liability, capital, and income accounts decreased? How are
they increased?
19. Describe the entries to be made by a bookkeeper for a furniture store
when (a) a couch is sold for $300, and (b) when the janitor is
paid his weekly salary of $175.
20. What is the process by which entries are made in the ledger?
21. What is the purpose of footing, or totaling, the columns of an
account?
61

22. What does it mean if the debits and credits in a ledger are not
balanced?
23. What is not included in single-entry bookkeeping? What type of
record is commonly kept by means of the single-entry method?
24. What are some of the specific types of transactions that are
frequently recorded by bookkeepers?
25. What are some of the other records that a bookkeeper often keeps?
26. Why is a bookkeeper a key person in an organization?

2.8 The asset account
Assets are what a business owns, but they are also more than that.
Assets include productive items (such as equi pment, buildings, land,
furniture, fixtures, and motor vehicles) that contribute to generating
income, as well as intangibles of value such as patents or copyrights.
Assets include the following:
• Cash (cash on hand, "petty" cash, and deposits in banks).
• Accounts receivable (money owed to a business from customers who
bought goods on credit).
• Inventory (goods in storage that could be sold).
• Investments (e.g., stocks and bonds that the company owns).
• Land.
• Equi pment.
• Buildings.
• Motor vehicles.
• Patents (the saleable rights to inventions).
• Copyrights (e.g., the saleable rights to published materials).
Assets, then, are things such as property, patents, and machines that
have money value (see Figure 1-1). Assets are listed according to their
liquidity. Liquidity refers to how fast an asset can be converted to cash.
For example, land is considered highly non-liquid because it takes
much time and paperwork to sell land. On the other hand, stock is
considered highly liquid because it can be sold within minutes. Based on
liquidity, assets are divided into three categories:
1. Current assets  items that can be converted to cash within one year.
2. Fixed assets  items such as land, buildings and fixtures that are
relatively permanent.
3. Intangible assets  a catch-all category that includes items such as
patents and copyrights that have no real physical form.
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Figure 1-1. Sample of Specific Account Titles in General Account
Classifications.

You can see why one of the key words in accounting is assets. Take a
few minutes to go through the list, visualizing this financial base of the firm.
Notice that it basically has to do with things that have value that are
owned by the organization.
Two key financial statements, as you have learned, are the following:
1. The balance sheet, which reports the financial condition of a firm
on a specific date.
2. The income statement, which reports revenues, costs, expenses,
and profits (or losses) for a specific period of time, showing the results
of operations during that period.
After taking an intensive accounting course, one reporter
summarized the difference this way: "The balance sheet is a snapshot,
while the income -statement is a motion picture. The former tells what
the company owns and owes on a certain day; the latter, what it sells
its products for and what its selling costs are over a period of time".

Vocabulary
fixture n.  ïðèñïîñîáëåíèå
inventory n.  èíâåíòàðü
intangible adj.  (non-material) íåî- revenue n.  äîõîä; ãîñóäàðñòâåíñÿçàåìûé, íåóëîâèìûé;
íûå äîõîäû
∼ assets  íåìàòå- snapshot n. (ëþáèòåëüñêèé) ñíèðèàëüíûå àêòèâû, íåîñÿçàåìûå öåíìîê
íîñòè
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2.9 Steps in the accounting cycle
1
2
Analyze
Record
source
transactions
documents in journal
(sales sli ps,
travel
records, etc.)

3
Transfer
(post)
journal
entries to
ledger

4
Take a
trial
balance

5
Prepare
income
statement
and balance
sheet

6
Analyze
financial
statements

Financial statements also provide the link between accounting the finance.
An accountant's work is pretty much done when he or she prepares and
analyzes the financial statements. That is where finance begins. The
accountant or finance person's job is to analyze those statements and make
recommendations to top management. Naturally, accountants and finance
managers may work together to help interpret the firm's data and make
recommendations. A financial statement is merely the summary of all
transactions that have occurred over a particular period. Financial statements
indicate the financial health of the firm. That is why they are of interest
to stockholders (the owners of the firm); banks and bondholders (people
who have loaned money to the firm); investors (people who may want to
own part of the firm); unions; employees; and, of course, the Internal
Revenue Service, which wants its share of the profits.
To understand accounting, you must be able to read and understand
both the balance sheet and the income statement. There is one more
financial statement that is critically important: the statement of changes
in cash flows. That statement helps managers see what the sources of
cash are and where cash is spent. The idea, remember, is to have cash
available when you need it. The statement of changes in cash flows helps
managers understand where cash is going so that they can keep more
cash on hand. Some people say that cash flow statements are more
important than the balance sheet and income statement. The truth is that
all three statements are very important to all organizations.
A balance sheet is the financial statement that reports the financial
condition of a firm at a specific time. It is composed of assets, liabilities,
and owners' equity. Note that the income statement reports on changes
over a period of time and the balance sheet reports financial conditions
at a specific point in time.
The words balance sheet imply that the report shows a balance, an
equality between two figures. That is, the balance sheet shows a balance
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between assets on the one hand, and liabilities plus owner's equity on the
other. The following analogy will explain the idea of the balance sheet.
Let's say that you want to know what your financial condition is at
a given point in time. May be you want to buy a new house or car and
need to calculate the resources you have available to buy these things.
First, you would add up everything you own - cash, property, money
people owe you, and so forth. Subtract from that the money you owe
others (for example, credit card debt, IOUs) and you have a figure that
tells you that, as of today, you are worth so much.

Vocabulary
stockholder n.  àêöèîíåð
bondholder n.  äåðæàòåëü îáëèãàöèé / áîí
liability n.  îòâåòñòâåííîñòü; îáÿçàòåëüñòâî

equity n.  ñïðàâåäëèâîñòü;
(pl., fin.) îáûêíîâåííûå àêöèè
subtract v.  âû÷èòàòü, âû÷åñòü

2.10 The fundamental accounting equation
Imagine that you don't owe anybody any money. That is, you don't
have any liabilities. Then the assets you have (cash and so forth) are
equal to what you own (equity). Translated into business terms, you have
a fundamental accounting equation that is rather obvious. If a firm has
no debts, then:
Assets = Owners' equity
This means that the owners of a firm own everything. If a firm has
debts, the owners own everything except the money due others, or:
Assets - Liabilities = Owners' equity
If you add an equal amount to both sides of the equation (you
remember this operation from algebra), you get a new formula:
Assets = Liabilities + Owners' equity
This last formula is the basis for the balance sheet. On the balance
sheet, you list assets in a separate column from liabilities and owners'
equity. The assets are equal to or are balanced with the liabilities and
owners' equity. It is that simple. The only complicated part is determining
what is included in the term assets and what is included in the terms
liabilities and owners' equity. Let's look at a balance sheet in Figure 1-2
and we shall get some clues.
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Figure 1-2 Classic Cereals balance sheet.
CLASSIC CEREALSJNC.
Balance Sheet

Assets
Current assets
Cash
Accounts receivable
Notes receivable
Inventory
Total current assets

$15 000
200 000
50 000
33.500.
$600.000

Fixed assets
Land
Buildings and improvements
Equi pment and vehicles
Furniture and fixtures
Less Accumulated depreciation

$40 000
200 000
120 000
26 000
180 000

Total fixed assets

$206.000

Other assets
Goodwill
Research and development

$200.000
80 000

CLASSIC CAREALS, INC.
Balance Sheet
Total other assets
Total assets

$100.000
$ 906.000

Liabilities
Current liabilities
Accounts payable
Notes payable
Accrued taxes
Accrued salaries
Pension found
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$ 40 000
8 000
150 000
15 000
75 000

Total current liabilities

288.000

Long-term liabilities
Notes payable
Bonds

$35 000
290 000

Total long-term liabilities

$ 325.000

Owner's equity
Common stock
Retained earnings

$100 000
$193 000

Total owners equity

$ 293.000

Total liabilities and owner's equity

$ 906.000

First of all, the balance sheet shows that assets are divided into three
categories: (1) current assets (cash or assets that can be turned into cash
in one year or less), such as accounts receivable; (2) fixed assets (land,
buildings, furniture); and (3) intangible assets, such as patents and
copyrights.
Liabilities are divided into two categories: (1) current liabilities
(obligations that must be paid within one year), such as accounts
payable, and (2) long-term liabilities (obligations that will not be paid
within one year), such as long-term loans and corporate bonds.
In a corporation, owner's equity consists of common stock (certificates
of ownership) and retained earnings (earnings not distributed to owners).
Because neither sole proprietorshi ps nor partnershi ps have common
stock, their owners' equity is called a capital account. The asset, liability,
and owners' equity accounts set up in the journals and ledgers are all
part of the preparation for the balance sheet.

Vocabulary
asset n.  àêòèâ
sole adj.  (exclusive) èñêëþequation n.  (making equal,
÷èòåëüíûé
balancing) âûðàâíèâàíèå, óðàâ- proprietorship n.  îáëàäàíèå,
íåíèå
âëàäåíèå
ledger n.  ãëàâíàÿ ó÷åòíàÿ
êíèãà
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Review
A. Match the phrase on the left with the statement on the right.
1. Liability
2. Credit
3.
4.
5.
6.
7.
8.
9.
10.

Journal
Post
Footing
Account
Asset
Trial balance
Proprietorshi p
Debit

11. Ledger

Something of value to an organization.
The basic record in double-entry
bookkeeping.
Owners equity.
The left-hand column of an account.
The right-hand column of an account.
The test balance of the accounts.
A book of original entries.
The book that lists all of the accounts.
That which is owed by an organization.
To transfer entries from the journal to
the ledger.
Totaling or adding columns.

B. What type of account  asset, liability, capital, income, or expense 
do you think each of the following items should be listed under?
1.
2.
3.
4.
5.

Office supplies in stock
Accrued taxes
Typewriter rental
Installment payments received
Cash in bank

________________
________________
________________
________________
________________

C. Check the appropriate box  debit or credit  to show what the
bookkeeper should do if he or she wants to:
DR.
CR.
1. Increase the payroll (expense) account.
2. Increase the notes payable (liabilityes)
account.
3. Increase the proprietorship account.
4. Increase the inventory (asset) account.
5. Increase the sales (income) account.
6. Decrease the owners equity account.
7. Decrease the furniture and fixtures (asset)
account.
8. Decrease the telephone (expense) account.
9. Decrease the sales (income) account.
10. Decrease the mortgage (liability) account.
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D. Describe in your own words the qualifications that a good bookkeeper
should have.
E. Do you think the bookkeeper is an important part of an organization? What kind of satisfaction would a person receive by working as
a bookkeeper?

2.11 Auditing
Auditing, the oldest area of practice, remains the largest for many
firms. An audit is a CPAs (Certified Public Accountants) examination
of a companys financial statements in order to express an opinion about
the fairness of those statements in accordance with generally accepted
accounting principles. When a company wants to borrow funds from a
bank or have its stock listed on a stock exchange, it must present
statements regarding its financial affairs. Because these statements are
prepared by independent auditors, those interested in the information
know it has been presented fairly and accurately.
Auditing is an accounting function that involves the review and evaluation of financial records. It is done by someone other than the person who entered the transactions in the records. Not so many years ago,
the presence of an auditor suggested that a company was having financial difficulties or that irregularities had been discovered in the records.
Currently, however, outside audits are a normal and regular part of business practice. In addition, many corporations, especially the larger ones
with complex operations, maintain a continuous internal audit by their
own accounting departments.
Even those companies that do not conduct an internal audit need to
maintain a system of internal control. Most good systems will provide
accounting controls against errors, as well as a division of duties to reduce the possibility of misappropriations. An example of a business paper used in an internal control system is the petty cash voucher. Vouchers indicate receipt of payment.In the case of petty cash vouchers, they
are a record of payment from the small cash fund that most companies
keep for minor transactions for which cash is needed. Another example is the expense account voucher that is required by many organizations before payment can be made to reimburse an employee for money
spent for business travel and entertaining.
Ideally, a business should use as many internal controls as are consistent with efficient operation. In practice, the cost of installing and
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maintaining control systems forces management to decide which control devices to use. If there are too many controls, a time may come when
the companys employees are spending more time filling out forms than
performing productive work.
As we noted above, many companies employ their own accountants
to maintain an internal audit. They continuously review operating procedures and financial records and report to management on the current
state of the companys fiscal affairs. These accountants also report on any
deviations from standard operating procedures; that is, the companys
established methods for carrying on its operating and recording functions. The internal auditors also make suggestions to management for
improvements in the standard operating procedures. Finally, they check
the accounting records in regard to completeness and accuracy, making
sure that all irregularities are corrected. Overall, the internal auditors seek
to ensure that the various departments of the company follow the policies and procedures established by management.
The emphasis placed on different parts of the internal auditors report
varies from company to company. In some organizations, the auditors
major or even sole function is to report on the completeness and accuracy of the books of account, as the financial records are known collectively. In more progressive companies, greater attention may be paid to
the auditors suggestions. In this case, instead of dealing primarily with
the accounting and financial aspects of the business, the auditor also deals
with operations such as marketing, production, and purchasing.
A weakness exists, however, in internal auditing. If a report is unfavorable, it may not be shown to the person in management who can
correct the problem. As a result, management receives the false impression that things are running smoothly because they do not know about
the problems that the internal audit has uncovered. To make efficient use
of an internal auditing function, management must ensure that reports
are received at all levels with an absolutely objective attitude.
Independent auditing is done by accountants who are not employees of the organization whose books they examine. The independent accountant is almost always a CPA. His or her clients are generally the
owners of the business or their representatives, the board of directors.
Independent accountants review the businesss operating activities; they
also examine financial statements, the accounting records, and supporting business papers, usually known collectively as evidential matter. They
do this in order to determine the accuracy, authenticity, and completeness of the records, all of which are part of the concept that is expressed
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as fairness in accounting terminology. The accountants judgment or opinion on the fairness of the record is contained in a document sent to the
client upon completion of the audit. It consists of a letter addressed to the
client that contains both a scope paragraph and an opinion paragraph.
The scope paragraph states the extent or range of the accountants
examination. In the letter below, the accountant states that he has examined the balance sheet, the statement of operations, and the statement of
retained income for the accounting period. This is called a complete examination because it includes all accounts in the general ledger. The general ledger is the financial record where the individual accounts are kept.
In addition to the extent of the audit, the scope paragraph also states
the standards that have been used for the audit. General categories for
auditing have been developed in the accounting profession. These categories cover technical competence, independence of attitude, and reporting standards.
An independent auditor who examines companys records follows
certain standards of field work. These deal with the planning and supervision, if necessary, of the audit. The independent auditor must also
review internal controls as a basis for the applications of tests of their
effectiveness. Furthermore, he or she is responsible for obtaining a reasonable and appropriate amount of evidential material from business
papers, ledgers, and other sources in arriving at an opinion on the accuracy of the financial statements.
The reporting standards deal with the contents of the report. The report must state whether the financial statements of the organization have
been prepared in accordance with generally accepted accounting princi ples. Furthermore, these princi ples must have been observed in the
current accounting period in relation to the previous period. Unless the
report states otherwise, the auditor verifies that the financial statements
can be considered sufficient. The report must either express an opinion
on the condition of the fiscal records or state that no opinion can be
expressed, listing the reasons for the conclusion.
The opinion paragraph of the auditors letter meets the standards given
immediately above. The opinion is based on a careful examination. To reach
his or her conclusions, the auditor uses whatever test and procedures
he or she thinks are necessary. These may include a comparison of figures with those from previous years, computations of various kinds, physical examination of the operation, documentary evidence, personal contact
with employees, and studies of operational and control procedures.
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The language of the opinion paragraph is important and must be precise.
It can express several different opinions that fall into definite categories:
1. Unqualified opinion. The auditor is able to satisfy himself by thorough examination of the accounting records that the financial statements
are in accordance with generally accepted accounting princi ples on a
basis that is consistent with the practices of the previous accounting period. The opinion in the letter given as an illustration is unqualified.
2. Qualified opinion. The auditors opinion is affected by procedural omissions and variations in keeping with the financial records. In this
case, the auditor has to give a clear explanation of the reasons for the
qualification and of the effect on financial position and results of operations.
3. Disclaimer of opinion. The auditor has not obtained sufficient
competent evidential matter to form an opinion on the fairness of presentation of the financial statements as a whole. The necessity of disclaiming an opinion may arise either from a serious limitation on the scope
of examination or from the existence of unusual uncertainties concerning
the amount of an item or the outcome of a matter materially affecting
financial position or results of operations. In some situations where a disclaimer of opinion is required, a piecemeal opinion may be given. This
kind of opinion may be offered when som but not all aspects of the statements, such as inventory, can be audited and confirmed.
4. Adverse opinion. The auditor feels that the financial statements do
not present fairly the financial position or results of operations in conformity with generally accepted accounting principles.This kind of opinion is required in any report where the exceptions to fairness of presentation are so evident that in the auditors judgment a qualified opinion is not justified. In such circumstances, a disclaimer of opinion is
inappropriate because the auditor has sufficient information to form an
opinion that the financial statements are not fairly presented.
The owner of a business may keep his or her owns books of account and feels no need to have them examined by an auditor. Nowadays, however, it is generally accepted that every business should be
audited. Auditors can help the business set up a reliable accounting system. They can also ensure that all transactions have been actually and
properly recorded. They can also discover whether nonexistent transactions have been entered in the books. Even in a small business, mistakes in the books of account can lead to a business failure. Management
must act upon the information in the financial records; the auditor ensures that this information is accurate, adequate, and accessible.
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Vocabulary
internal control  âíóòðåííèé
êîíòðîëü
internal audit  âíóòðåííèé àóäèò
petty cash voucher  ðàñïèñêà çà
ìåëêèå íàëè÷íûå äåíüãè
fiscal affairs  ôèíàíñîâûå äåëà
deviation  îòêëîíåíèå, îòñòóïëåíèå
independent auditing  íåçàâèñèìûé àóäèò
fairness  áåñïðèñòðàñòíîñòü,
çàêîííîñòü

disclaimer of opinion  îòêàç îò
ìíåíèÿ
funds npl.  (money) äåíåæíûå
ñðåäñòâà, ôîíäû
stock exchange n.  ôîíäîâàÿ
áèðæà
fairly adv.
 ñïðàâåäëèâî; äîâîëüíî
adverse opinion  íåáëàãîïðèÿòíîå, îòðèöàòåëüíîå ìíåíèå

The Board of Directors
Company, Inc.
I have examined the balance sheet of the Company, Inc., as of December 31, 1999, as well as the related statements of income and retained earnings
and changes in financial position for the year ending on that date. My
examination was made in accordance with generally accepted standards of
auditing. It included tests of the accounting records and those other procedures
that I considered necessary.
In my opinion, the accompanying balance sheet and statement of income
and retained earnings present fairly the financial condition of Company, Inc.,
on December 31, 1999, and the results of its operations for the year ending
on that date, in conformity with generally accepted princi ples of accounting
applied on a basis consistent with that of the year preceding.
Daniel M. Fletcher
Daniel M. Fletcher
Certified Public Accountant
New York, New York
January 30, 2000.
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Sample petty cash voucher
CASH VOUCHER

¹. 138
Date

Pay to

19 99

Martha Reynolds

Descri ption
Cabfare and postage

Approved
By CWM

May 8,

Entered
By PMS

Amount
20.

00

Account
Number
707

Recei pt of Above is Hereby Acknowledged
By M. Reynolds

SPECIAL TERMS

Audit: A review and evaluation of financial records by experts (auditors) who check the accuracy of the entries and the procedures followed by the accountants who originally compiled the records.
Internal Control: A system that includes the plan of organization and
all the related methods and measures adopted within a business to safeguard its assets, check the accuracy and reliability of its accounting date,
promote operational efficiency, and encourage adherence to prescribed
managerial policies.
Voucher: A business paper indicating receipt of a payment.Vouchers
used for internal control include petty cash vouchers, showing payments
from small cash funds that most companies keep for sums too small
for writing checks, and expense account vouchers for expenses paid by
personnel in connection with travel, entertainment, and so on.
Internal Audit: A review and evaluation of companys financial records
by employees of the same company.
Standard Operating Procedures: Organizations established methods
of carrying out its operating and recording functions.
Independent Audit: An audit performed by someone from outside the
organization. Most independent auditors are CPAs (certified public
accountants).
Fairness: A term used to describe financial records state of accuracy,
authenticity, and completeness.
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Scope Paragraph: A paragraph in a letter sent to a client by an
independent auditor upon completion of an audit. It gives the scope, or
extent, of the audit and the standards that have been applied.
General Ledger : The financial record in which the accounts that
appear on the statements of financial position, owners equity, and
income are kept.
Field Work: In auditing, the accounting activities of an independent
auditor who examines companys records.
Opinion Paragraph: The part of an auditors letter to his client that
gives his opinion, or judgement, on the financial statements.

Vocabulary
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.

Practice

What is an audit?
What is an internal control ?
What is a voucher? Name two kinds of vouchers.
What is an internal audit?
What are standard operating procedures?
What is an independent audit ? Who conducts most independent
audits?
What does fairness describe in relation to financial records?
What is the scope paragraph?
What is the general ledger?
What does field work refer to in auditing?
What is the opinion paragraph?

Discussion
1. What does the auditing function of accounting involve?
2. How has the attitude toward auditing changed in modern times?
3. What kind of system for checking on operating and recording jobs
is maintained by many organizations? What business papers are
used in this kind of system?
4. What is the practical difficulty with internal control systems?
5. What are the various functions of internal auditors? Overall, what
do they try to ensure?
6. What different emphases can be placed on an internal auditors report?
7. What weakness exists in the internal auditing system? How can
management overcome this weakness?
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8. Who carries out an independent audit? Who are usually the clients?
9. What does the independent accountant review? What does he or
she seek to determine?
10. How is his or her opinion expressed to his clients?
11. Where does the independent auditor indicate the extent of his or
her work? What does a complete examination consist of?
12. What is stated in the scope paragraph in addition to the extent of
the audit?
13. What do the general categories in an independent audit cover?
14. What must an independent auditor who examines companys
records follow? What else must the auditor do?
15. What do the reporting standards deal with? What is included in them?
16. What should the auditors opinion be based on? How does he reach
his conclusion?
17. What are the different categories of opinion that an auditor can reach
about organizations financial records? What is included in each?
18. How is auditing useful to a business?

Review
A. Indicate whether each of the following statements is true or false.
1. ________ The people, who keep the financial records for an
organization, are the same people who carry out an
audit of those records.
2. ________ An outside or independent auditor is only brought in
when a company is having financial difficulties or when
irregularities are suspected.
3. ________ The more internal controls an organization has, the
more efficient is its operation.
4. ________ Many companies nowadays employ accountants of
their own to maintain a continuous internal audit.
5. ________ Internal auditors try to make sure that the operating
sections of a company follow the policies established by
management.
6. ________ The reports of internal auditors always reach the people
in management who can act on them.
7. ________ CPAs seldom do independent auditing work.
8. ________ An independent auditor must examine not only the
financial records, but also the evidential matter that
supports them.
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9. ________ The scope paragraph of an auditors reporting letter
includes both the extent of the audit and the standards
that have been used to carry it out.
10. ________ The general ledgers of a company are used to keep a
record of petty cash expenditures.
11. ________ An independent auditor is not concerned with judging the efficiency of a companys internal control
system.
12. ________ The precision with which an auditor expresses his
opinion is not important.
13. ________ If a companys financial records are not in satisfactory condition, the independent auditor must state in
what way they are incorrect or incomplete.
14. ________ When an auditors opinion is unqualified, he believes
that a companys records meet the standard for fairness.
15. ________ An unqualified opinion by an independent auditor
indicates that he has found minor areas in the financial statements that are not kept according to generally
accepted accounting principles.
16. ________ A qualified opinion indicates that there were procedural
omissions or variations in the financial records that
have been audited.
17. ________ An independent auditor can give a piecemeal opinion
about only some aspects of the financial records.
18. ________ A disclaimer of opinion indicates that the independent auditor cannot reach any judgment on the financial records.
19. ________ Only very large corporations need independent audits.
B. State which of the following types of opinion an auditor should issue
for each example:
1.
2.
3.
4.
5.

Unqualified opinion.
Qualified opinion.
Disclaimer of opinion.
Disclaimer of opinion plus a piecemeal opinion.
Adverse opinion
___ The auditor was unable to complete his examination because
the system of internal control was too poor.
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___

___
___
___

The auditor believes that the method of depreciating fixed
assets is not in conformity with generally accepted accounting princi ples. However, this error did not make the statement significantly misleading.
The auditor believes the statements are in accordance with
generally accepted accounting princi ples, applied on a basis consistent with previous years.
The auditor was unable to complete his audit. However, he
has satisfied himself that the inventory is correct.
The auditor completed his examination and believes that
the assets of the company are materially overstated.

2.12 The income statement
The financial statement that shows the 'bottom line' - that is, profit
after costs, expenses and taxes - is the income statement. The income
statement summarizes all of the recourses (called revenue) that came
into the firm from operating activities; money resources that were used
up, called cost of goods sold (or cost of goods manufactured); expenses;
and what resources were left after all costs and expenses were incurred,
including taxes (net income, also called net profit or net loss). The
income statement reports the results of operations over a particular period
of time. The formulas for the income statement are as follows:
Revenue less cost of goods sold equals gross profit or gross margin.
Gross margin less operating expenses equals profit (income) or
loss before taxes.
Income before taxes less taxes equals net profit (income) after taxes.
Naturally, stockholders and others want to know if the company is
earning income (profit) or not. Also, it is instructive to note what profit
is made on sales and what profit is realized on the money invested by
the owners (return on investment). Income statement is a financial
Statement showing a firm's revenues, expenses, and net income for some
period of time; indicates profitability and ability to generate income. It
is also called earnings statement or statement of profit and loss.

Vocabulary
revenue n.  äîõîäû
incur v.  (expenses, loss) íåñòè / ïîíåñòè; (debt) íàäåëàòü
78

margin n.  ìàðæà, ÷èñòàÿ ïðèáûëü

2.13

Gross sales, net sales, and revenue

The figure that is most important at the top of the income statement
is net sales (see Figure 1-3). To determine net sales, a firm must add
up all of its sales revenues and subtract discounts, returns, and other
adjustments made for customers.
Note the terms revenue and sales. Most revenue (money coming in
to the firm) comes from sales, but there are other sources of revenue
such as rents received, money paid to the firm for use of its patents,
interest earned, and so forth. The top of the income statement looks only
at sales revenues. Thus, revenue and sales are synonymous at that point.
Be careful not to confuse the terms revenue and income. Some people
use them as if they were synonymous. But a glance at the income
statement shows that revenue is at the top of the statement and income
is at the bottom: net income is revenue minus costs, expenses, and taxes.

Vocabulary
expenses n.  ðàñõîäû, çàòðàòû
subtract v.  âû÷èòàòü
adjustment n.  ðåãóëèðîâàíèå (of
prices, wages)

2.14 Cost of goods sold (or cost of goods
manufactured)
To calculate how much money a business earned by selling
merchandise over the year, you have to subtract how much it spent to
buy the merchandise from the sales revenue. That cost includes the
purchase price plus any freight charges paid to bring in the goods plus
the costs associated with storing the goods. In other words, all the costs
of buying and keeping merchandise for sale, including packaging, are
included in the cost of goods sold.
When you subtract the cost of goods sold from net sales, you get
what is called gross margin or gross profit. Gross margin, then, is how
much the firm earned by buying and selling merchandise,
In a service firm, there may be no cost of goods sold; therefore, net
sales equals gross margin. In a manufacturing firm, we would estimate the
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cost of goods manufactured. In either case (selling goods or services),
the gross margin or gross profit figure doesn't tell you enough. What you
are really interested in is net profit or net income. To get that, you must
subtract expenses.

Vocabulary
freight charge  ñòîèìîñòü ïðîâîçà
merchandise n.  òîâàðû

2.15

packaging n.  óïàêîâêà

Operating expenses

To sell goods or services, a business has certain expenses. Obvious
ones include rent, salaries, supplies, utilities, insurance and depreciation
of equi pment.Accountants can help you find other expenses you may
need to deduct including travel expenses, entertainment, and so on.
After all expenses are deducted, the accountant determines the firm's
net income before taxes. Taxes (federal, state, and local) are a
responsibility of the business and must be paid. After the allocation for
taxes, we get to what people call the bottom line, which is the net
income (or perhaps net loss) the firm incurred from operations. It answers
the question, How much did the business earn?

Vocabulary
salary n.  çàðïëàòà
supply n.  ïîñòàâêà, ñíàáæåíèå, çàïàñ
utility n.  êîììóíàëüíûå óñëóãè
(public utilities)

insurance n.  ñòðàõîâàíèå
depreciation n.  îáåñöåíåíèå
deduct v.  âû÷èòàòü
allocation n.  âûäåëåíèå, àññèãíîâàíèå, ðàñïðåäåëåíèå

2.16 Net income
After taxes are paid, the company may want to distribute some of the
income (profit) to stockholders in the form of dividends. The remainder
is left in the firm to invest. This remainder is known as retained earnings.
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Keeping profits increases the value of the firm. Therefore, stockholders
(owners) benefit from income (profits) whether they receive a share of
it in the form of dividends or whether it is kept in the firm for
reinvestment. Pause here for a moment and review the income statement
in Figure 1-4 until you feel you understand what is involved.

Vocabulary
remainder n.  îñòàòîê
share n.  äîëÿ

involve n.  âîâëåêàòü; (concern,
affect) êàñàòüñÿ

2.17 The statement of changes in cash flows
The Financial Accounting Standards Board requires the statement of
cash flows to replace the statement of changes in financial position. The
statement of changes in cash flows reports cash recei pts and
disbursements related to the firm's major activities:
• Operations.
• Investments.
• Financing.
Figure 1-4 shows an example of a statement of changes in cash flows.
This report could also be known as a funds statement because it answers
the following questions: How much cash came into the business from
current operations? That is, how much cash came into the firm from
buying and selling goods and services?
Adjustments have to be made in various accounts, such as inventory,
accounts receivable, and accounts payable, to see what actual cash flow
changes occurred over time. A similar analysis is made of the cash flows
from investing. That is, was cash used to buy stocks, bonds, or other
investments? Were some investments sold that brought in cash? To avoid
the problems faced a firm must plan its cash flow, it has to know what
its cash needs will be. By developing a detailed financial plan,
management helps ensure the long-run success of the firm.
Figure 1-4. Statement of changes in cash flows.
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CLASSIC CEREALS, INC.
Statement of Changes in Cash Flows
Cash flows from operating activities
Cash received from customers
Cash paid to suppliers and employees
Interest paid
Income tax paid
Interest and dividends received

$ 150.000
(90.000)
(5.000)
(4.500)
1.500

Net cash provided by operating activities

$52.000

CLASSIC CEREALS, INC.
Statement of Changes in Cash Flows
Cash flows from investing activities
Proceed from sale of plant assets
equi pment
Payments for purchase of equi pment
Net cash provided by investing activities
Cash flows from financing activities
Proceeds from issuance of short-term debt
Payment of long-term debt
Payment of dividends
Net cash inflow from financing activities
Net change in cash and equivalents
Cash balance. December 31,1996
Cash balance, December 31,1997

$4.000
(10.000')
$ 3.000
(7.000)
(15.000)

(6.000)

(19.000)
$ 27.000
(2.000)
$25.000

Finally, an analysis is made of cash flows resulting from financing. That
is, how much money came in from issuing stock, and how much went
out for paying dividends? Other financial transactions are analyzed to see
their effect on the cash position of the firm.
The firm analyzes all of the cash changes that have occurred from
operating, investing, and financing and learns the net change in cash
position. The changes in cash flows statement also gives the firm some
insight into how to better handle cash so that no cash flow problems occur
in the future. The statement of cash flows is the most complicated and we
will not give a detailed analysis here. The statement of cash flows shows the
flow of cash into and out of a business during a period of time. This statement
indicates net cash flow (either inflow or outflow) from operating, investing,
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and financing activities. Cash flow from operations measures the cash results
of the firm's primary revenue-generating activities.

Vocabulary
disbursement n.  (act of paying) îïëàòà; (sum paid) âûïëà÷åííàÿ
ñóììà
adjustment n.  ðåãóëèðîâàíèå (of
prices, wages)
inventory n.  èíâåíòàðèçàöèîííàÿ
îïèñü

ensure v.  îáåñïå÷èâàòü
insight n.  ïîíèìàíèå
inflow n.  (of goods, money etc)
íàïëûâ, ïðèòîê
outflow n.  èñòå÷åíèå, óòå÷êà

2.18. Directors Report
Financial Statements
Turnover for the year increased by 3.9% to W
 348.8 million. In making comparisons it should be noted the accounting period was 52 weeks
against 53 weeks in the preceding year and after adjusting for this difference in periods, the turnover increase was 5.9%. With inflation at low
levels throughout the year, these figures confirm a volume growth in business was achieved, influenced by the acquisition of the Coventry & East
Mercia Societys dairy business and record levels in travel bookings throughout 1993.
In general, there was little evidence of a return to more buoyant trading conditions and severe competition, particularly in food retailing,
restricted margins. Despite these pressures, trading profit at W
 8.3 million
was virtually identical to the record figure achieved in the previous year.
Asset disposals, principally the sale of properties in Derby centre and
land at Bond End, Burton-on-Trent, contributed to both profit and cash
flow. This enabled us to raise capital expenditure for the year to
W17.1 million  more than twice the 1992/93 level  and more importantly to make a further reduction of over W4 million in our bank
borrowings. Revenue reserves were increased by W9 million to W56.8
million at the end of the year. These excellent results confirm another
outstanding year for the Society.
Current Trading and Future Prospects
The key objectives of the Board and management are to maintain the
existing core businesses and to be in a position to take advantage of suitable development opportunities as they arise. In 1994 all trading operations will see continuing investment to upgrade stores and improve production and distribution and distribution facilities. The major project of
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the current year will be the completion of the new superstore at Peak
the Park in Derby, scheduled for September. Also in 1994 the Society
will seek to build on the partnershi ps launched successfully in 1993.
1994 is an important anniversary for the Co-operative Movement and
we share the hope of our neighbouring societies that this year will at
last see an upturn in economic prospects, leading to improved trading
conditions.
2.18.1. Revenue Account
year ended 29 th January 1994
Articles

Notes *

January 1994
(52 weeks)
W000

W000

January 1993
(53 weeks)
(Restated)
W000

W000

Turnover

348,786

335,714

Less Value Added Tax

13,235

12,774

335,551

322,940

Cost of Sales

239,225

228,781

Gross Profit

96,326

94,159

Sales

1

Expenses

2

88,061

85,858

Trading Profit

4

8,265

8,301

Profit/(Loss) on Disposal
of Fixed Assets

5

Profit Before Interest
Interest Payable less Receivable

6

Profit Before Distributions
Share Interest
Other Distributions

7

Profit Before Taxation
Taxation
Retained Profit for Year
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8

6,711

(137)

14,976

8,164

257

900

14,719

7,264

293

330

299

217
592

547

14,127

6,717

1,988

949

12,139

5,768

2.18.2. Balance Sheet
Continued

as at 29 th January 1994
Articles

Notes

January 1994
(52 weeks)
W000

W000

January 1993
(53 weeks)
(Restated)
W000

W000

Fixed Assets
Tangible Assets

9

90,784

87,852

Investments

10

1,720

1,828

92,504

89,680

Current Assets
Stocks

10,788

10,480

Debtors

11

14,674

10,637

Investments

12

7,496

4,065

4,244

5,899

37,202

31,081

32,685

31,391

Cash at Bank and in Hand
Creditors: Amounts falling due
within one year

13

Net Current Assets/(Liabilities)

4,517

(310)

Total Assets Less Current
Liabilities

97,021

89,370

9,503

12,893

Creditors: Amounts falling due
after more than one year

14

Provisions for Liabilities
and Charges
Deferred Taxation

17

1,070

320

86,448

76,157

Capital and Reserves
Share Capital

18

7,287

7,033

Revenue Reserve

19

56,846

47,852

Revaluation Reserve

19

22,315

21,272

86,448

76,157
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2.18.3. Cash Flow Statement
year ended 29 th January 1994
Articles

Notes *

January 1994
(52 weeks)
W000

Net cash inflow from Operating
Activities

20

W000

January 1993
(53 weeks)
(Restated)
W000

11,264

W000

15,263

Returns on Investments and
Servicing of Finance
Interest and Dividends Received
Interest Paid

583

1,012

(929)

(2,148)

Net cash outflow from Returns on
Investments and Servicing of Finance

(346)

(1,136)

(540)

(580)

Taxation
Corporation Tax Paid
Investing Activities
Payments to Acquire Intangible
Fixed Assets

(3,546)

(459)

Payments to Acquire Tangible
Fixed Assets

(13,134)

(7,413)

12,304

104

Recei pts from Sales of Fixed Assets
Net cash outflow from Investing
Activities

(4,376)

(7,768)

Net cash inflow before Financing

6,002

5,779

Financing
Decrease in Members Share
Capital

23

(39)

(151)

Repayment of Loans

23

(4,188)

(7,062)

Net cash outflow from Financing
Increase/(Decrease) in Cash
and Cash Equivalents
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21

(4,227)

(7,213)

1,775

(1,434)

2.18.4. Statement of Total
Recognised Gains and Losses
year ended 29 th January 1994
Articles

January 1994
(52 weeks)

January 1993
(53 weeks)

W000

W000

Retained Profit for Year

12,139

Unrealized Gain from Investment
Property Revaluation

5,768
Table 1

1,059

1,266

Total Recognized Gains for the Year

13,198

7,034

2.18.5. Reconciliation of Movements
in Share Holders Funds
year ended 29 th January 1994
Articles

January 1994
(52 weeks)

January 1993
(53 weeks)

W000

W000

Retained Profit for Year

12,139

5,768

Other Recognized Gains for the Year

1,059

1,266

Goodwill Sold previously written-off

780



(3,941)

(459)

Goodwill Acquired during the Year
Increase in Share Capital

254

179

Net Addition to Shareholders Funds

10,291

6,754

Shareholders Funds at 30th January 1993

76,157

69,403

86,448

76,157

Shareholders Funds at

30th

January 1994

87

2.18.6. Notes to the Accounts
Articles

January 1994
(52 weeks)
W000

January 1993
(53 weeks)
W000

330,122

317,471

1 Sales
Retail  Continuing Business
Operating Leases

5,429

5,469

335,551

322,940

Personnel Expenses (Note 3)

50,964

50,482

Occupancy Costs

6,772

7,218

Depreciation of Owned Assets

5,616

5,146

141

283

Operating Lease Rentals  Plant
and Machinery

1,644

1,246

Operating Lease Rentals  Land
and Buildings

2 Expenses

Depreciation of Assets held under
Finance Leases

3,037

2,865

Auditors Remuneration

45

45

Directors Emoluments

22

20

Employee Discount Scheme

139

140

19,681

18,413

88,061

85,858

45,773
3,459

45,504
3,258

Other Expenses
3 Employees
The average number employed by
the Group was:
January 1994 January 1993
Full-time

3,089

3,061

Part-time

1,877

1,898

4,966

4,959

The costs incurred in respect of these
employees were:
Wages and Salaries
Social Security Costs
Pension Costs
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1,732

1,720

50,964

50,482

Articles

January 1994
(52 weeks)
W000

W000

January 1993
(53 weeks)
W000

W000

4 Trading Profit
Income and Expenses relating to Investment
Properties included in
Trading Profit were:
Rents Received
Depreciation
Personnel and Other Expenses

3,603
15

3,562
12

1,252

1,365
1,267

1,377

2,336

2,185

6,632

(137)

5 Profit/(Loss) on Disposal of Fixed Assests
Profit/(loss) on Disposal of Tangible
Fixed Assets
Loss on Disposal of Goodwill
Cost of Disposals during the
year (Note 19)
Disposal Proceeds

(780)



344


(436)

Profit on Disposal of Fixed
Asset Investments



515



6,711

(137)

Bank Loans

793

1,856

Bank Overdraft

31

11

Finance Lease Charges

11

25

6 Interest Payable less Interest Receivable
Interest Payable

Other Loans

23

20

858

1,912

Interest and Dividends Received Unlisted
Fixed Asset Investments

127

Current Asset Investments

23

130
25

Short Term Deposits

352

768

502

923

89

Articles

January 1994
(52 weeks)
W000

W000

January 1993
(53 weeks)
W000

W000

Listed
Fixed Asset Investments

30

Current Asset Investments

69

20
69
601

1,012

257

900

Interest payable relating to loans not
wholly repayable within five years
amounted to W793,000 (1993 W1,058,000).
All other interest payable relates to loans
wholly repayable within five years
7 Other Distributions
Dividend Schemes

73

9

Member Relations

189

172

Co-operative Party

37

36

299

217

1,302

728

8 Corporation Tax
Provided on chargeable income and
gains of the year at 33% (1993 33%)

90

Provided for Deferred Taxation
(Note 17)

750

320

Adjustment for Previous Years

(64)

(99)

1,988

949

Articles

Investment
Properties

W\000

Trade

Machinery Development

Properties and Plant

W\000

W\000

in Progress

Transport

Total

W\000

W\000

W\000

9 Tangible Fixed Assets
Cost or Valuation
Total Brought Forward

39,977



Additions

577

4,055

4,741

1,747

2,014

Transfers

292

(905)



613





1,434









1,434

Revaluation Adjustment
Disposals

31,361 46,195

(1,312) (4,445) (1,006)
32,352 44,900

43,712



8,800 126,333
13,134

(522) (7,285)

2,360 10,292 133,616

Depreciation
Total Brought Forward



8,971

24,092



5,418

38,481

9

1,034

3,345



1,369

5,757

Transfers

150

(615)



465





Revaluation Adjustment

375









375

Provided this Year

Disposals

(534)

(15)

(774)





9,375

26,663

465

6,329

(458) (1,781)
42,832

Net Book Value
January 1994

32,352 35,525

17,049

1,895

3,963

90,784

Net Book Value
January 1993

31,361 37,224

15,885



3,382

87,852

The value of investment properties has been restated by
Chesterton International Limited (International Property
Consultants) as at 31st December 1993 by reference to the
valuation undertaken by them as at 25th December 1992.
The valuation was carried out on an open market basis in
accordance with the Statements of Asset Valuation Practice and
Guidance Notes, published by the Royal Institution of
Chartered Surveyors.

Equi pment rented to customers is included in Machinery
and Plant. Its net book value is  W1,051,000 (1993 W1,071,000).
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Articles

January 1994
W000

January 1993
W000

The Net Book Value of Land and Buildings
comprises:
Investment Properties:
29,567

27,862

Leasehold over 50 years

Freehold

1,609

1,622

Leasehold under 50 years

1,176

1,877

32,352

31,361

Other Properties:
23,935

25,520

Leasehold over 50 years

Freehold

9,716

10,170

Leasehold under 50 years

1,874

1,534

35,525

37,224

Freehold

53,502

53,382

Leasehold over 50 years

11,325

11,792

3,050

3,411

67,877

68,585

12,791

13,142

2,677

3,053

10,144

10,089

All Properties:

Leasehold under 50 years
The Historical Cost of Investment Properties
now included at valuation:
Cost
Accumulated Depreciation
Net Book Value

Included in the above are the following amounts relating to assets leased under
finance leases:
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Articles

Machinery
and Plant

Transport

Total

W000

W000

W000

Cost
Total Brought Forward

3,662

159

Additions





3,821


Disposals

(5)

(57)

(62)

3,657

102

3,759

3,437

159

3,596

141



141

(2)

(57)

(59)

3,576

102

3,678

Net Book Value January 1994

81



81

Net Book Value January 1993

225



225

Depreciation
Total Brought Forward
Provided this year
Disposals
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Articles

January 1994
W000

W000

January 1993
W000

W000

10 Fixed AssetsInvestments
Shares
Listed
Unlisted

28

41

1,692

1,691

Loans

1,720

1,732



96

1,720

1,828

The Market Value of the Listed Shares
at 29th January 1994 was W1,256,000
(1993 W790,000)
11 Debtors
Trade Debtors
Prepayments and Accrued Income

12,886

8,795

1,788

1,842

14,674

10,637

12 Current AssetsInvestments
Loans
Listed

618

Unlisted

115

Short Term Bank Deposits

619
113
733

732

6,763

3,333

7,496

4,065

The Market Value of Listed Loans
at 29th January 1994 was W799,000
(1993 W701,000)
13 Creditors
Amounts falling due within one year
Loans (Note 15)

1,763

2,114

Trade Creditors

18,953

18,198

Holiday Pay

3,850

3,723

Accrued Charges

3,052

2,576

Value Added Tax

166

75

Corporation Tax

1,452

754

Dividend Stamps
Other Creditors

94

24

31

3,425

3,920

32,685

31,391

Articles

January 1994

January 1993

W000

W000

14 Creditors
Amounts falling due after more
than one year
Loans (Note 15)

7,696

11,533

Funeral Pre-payment Plan

1,807

1,360

9,503

12,893

Based upon the Groups experience of funerals carried out under its pre-payment
plan, the liability has been divided between the current liability for those plans
which may be completed within one year and the remainder where the liability
is classified as an amount falling due after one year.
15 Loans
Articles

Bank LoansUnsecured (b)

January 1994

January 1993

Interest

Within
One
Year

After
One
Year

Within
One
Year

After
One
Year

%

W000

W000

W000

W000

6.2*

1,393

7,696

Savings Stamps (c)

Nil

56



1,631 11,494
51



Ordinary Loans (c)

23

152



152



Development Bonds (d)

4

19



21



Income Bonds (e)

4

104



127



Finance Leases (Note 16) (a)

*

39



132

39

1,763

7,696

2,114 11,533

* Interest rates charged at 29th January 1994 but which vary with prevailing market
rates.
No loans are secured (1993 W5,000,000 secured).
Obligations under Finance Leases are secured against Leased Assets.
Terms of repayment:
(a) By installments wholly repayable within five years.
(b) By installments not wholly repayable within five years.
(c) On demand.
(d) Six months from date of investment.
(e) One year from date of investment.
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Articles

January 1994
W000

W000

January 1993
W000

W000

16 Obligations under Leases
Finance Leases
The minimum finance lease payments
to which the Group is committed
in future years are:
Amounts payable within one year

39

132

In the second to fifth years inclusive



39

39

171

Obligations under Finance Leases are
shown as part of Loans in Notes 13
and 14 as analysed in Note 15.
Operating Leases
At 29th January 1994 the Group had
annual commitments under non-cancellable
Operating Leases as follows:
Articles

Land and
Buildings

Land and
Other

Buildings

Other

Operating Leases expiring:
Within one year

467

434

297

54

In the second to fifth years inclusive

402

1,359

245

1,463

2,146

40

1,996

16

3,015

1,833

2,538

1,533

Over five years
A number of Leases of Land
and Buildings are subject to rent reviews.
17 Deferred Taxation
Accelerated Capital Allowances
Other timing differences

No provision has made for deferred
taxation relating to revalued investment
properties for which the potential
liability has not been quantified,
since it is not intended to make any
substantial disposals.
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1,405

1,032

(335)

(712)

1,070

320

Articles

January 1994

January 1993

W000

W000

18 Share Capital
Contributions

711

447

Interest

293

330

Withdrawals

1,004

777

(750)

(598)

Movement in year

254

179

Balance at 30th January 1993

7,033

6,854

Balance at 29th January 1994

7,287

7,033

Articles

Revenue
Reserve
W000

Revalution
Reserve
W000

Total
W000

19 Movements in Reserves
Transfer from Revenue Account

12,139



Transfer of Realized Profits

16

(16)



Surplus on Revaluation of Property



1,059

1,059

Goodwill Sold previously written-off

12,139

780



780

(3,941)



(3,941)

8,994

1,043

10,037

January 1993

47,852

21,272

69,124

Balance at 29th January 1994

56,846

22,315

79,161

Purchased Goodwill written-off
Movement in year
Balance at

30th

Articles

January 1994

January 1993

W000

W000

20 Reconciliation of Trading Profit to Net
Cash Inflow from Operating Activities
Trading Profit

8,265

8,301

Depreciation charged

5,757

5,429

Other Distributions

(299)

(217)

(3,565)

718

Increase in Creditors

1,414

1,649

Increase in Stocks

(308)

(617)

11,264

15,263

(Increase)/Decrease in Debtors

Net cash inflow from Operating Activities
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Articles

January 1994

January 1993

W000

W000

21 Analysis of Changes in Cash and Cash
Equivalents during the year
Balance at 30th January 1993

9,232

10,666

Net cash inflow/(outflow)

1,775

(1,434)

11,007

9,232

Balance at 29th January 1994

Articles

January
1994
W000

January
1993
W000

Change
in Year
W000

22 Analysis of the Balances of Cash
and Cash Equivalents as shown
in the Balance Sheet
Cash at Bank and in Hand

4,244

5,899

(1,655)

Short Term Bank Deposits

6,763

3,333

3,430

11,007

9,232

1,775

Bank
Loans
W000

Finance
Leases
W000

Articles

Share
Capital
W000

Other
Loans
W000

23 Analysis of Changes in Financing
during the Year
Balance at 30th January 1993

7,033

13,125

171

351

Cash outflow from Financing

(39)

(4,036)

(132)

(20)

Share Interest charge

293







7,287

9,089

39

331

Balance at

98

29th

January 1994

Check Questions.
1. Can you explain the difference between managerial and financial
accounting?
2. Could you define accounting to a friend so that he or she would
clearly understand what is involved?
3. What is the difference between accounting and bookkeeping?
4. Can you name five original documents that bookkeepers use to
keep records?
5. What is an accounting journal?
6. Can you name the six «accounts» of accounting and for each
account give examples of items that go into it?
7. Can you list various assets by degree of liquidity?
8. What goes into the account called liabilities?
9. What is the formula for owners equity?
10. What are two key financial statements?
11. What is the balance sheet?
12. What is the income statement?
13. What is the statement of changes in cash flows?
Group Activities. Get ready for the discussion
Discuss:
1. What particular skills do you think different kinds of accountants
need?
2. Do you think you possess these skills? What are your assets and
liabilities?
3. If you have yet to choose a career, do you think it could be
accountancy?
Relevant Quotations.Read, translate, explain the following quotations.
ARISTOTLE (384-322 B.C.):
Greek philosopher

Poverty is the parent of revolution and crime.
GEORGE BUCHANAN (1506-1582):
Scottish humanist

A fool and his money are soon parted.
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THOMAS CARLYLE (1795-1881):
English writer, historian and philosopher

Debt is a bottomless sea.
A fair days wages for a fair days work: it is as just a
demand as governed men ever made of governing. (Past and
Present)
J.B. COLBERT (1619-1683):
French Minister of Finance (from 1665)

The art of taxation consists in so plucking the goose
as to obtain the largest amount of feathers with the
least possible amount of hissing.
Choose the best alternative to complete the sentence.
1. Its up to the accountant to _______ the various financial statements.
a) interpret;

b) intercept;

c) invent;

d) translate.

a) action;

b) transaction;

c) entry;

d) transcription.

a) estimate;

b) quote;

c) say;

d) tell.

a) photocopy;

b) issue;

c) top copy;

d) account.

a) argument;

b) dispute;

c) agreement;

d) distress.

a) reminder;

b) remainder;

c) remembrance;

d) memory.

a) set up;

b) broken down; c) rounded up;

d) laid down.

a) pay;

b) payroll;

c) salary;

d) wage.

a) depreciated;

b) depleted;

c) depressed;

d) deprived.

a) slip;

b) ledger;

c) account;

d) sheet.

a) against;

b) for;

c) on;

d) from.

2. The bookkeeper keeps a record of every financial _______.

3. Its essential to _______ the invoice number in any correspondence.

4. The _______ of the invoice goes to the customer, another copy goes to
Sales, and we keep the other one here in Accounts.
5. Were in _______ with our supplier over this invoice so dont pay it
until you hear from me.
6. We send a _______ to customers who havent settled their accounts.
7. If these figures could be _______ into parts and labour it would make
them easier to understand.
8. This company has a weekly _______ of about W100,000.

9. Buying that new machinery has seriously _______ our reserves.

10. By examining the balance _______ and other documents we were able
to find out that the company was not doing as well as they claimed.
11. Surely we can set some of these expenses _______ tax.
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12. The rent for the office is already 3 months _______!
a) overtime;

b) in the red;

c) in demand;

d) overdue.

a) tell off;

b) write off;

c) find out;

d) note down.

a) capital;

b) expenses;

c) accounts;

d) currency.

a) current;

b) hidden;

c) fixed;

d) liquid.

13. Due to the economic climate we have had to _______ more bad debts
this year than ever before.
14. Do they have enough working _______ to keep trading?

15. Such items as buildings and machinery are known as _______ assets.
Check your answers:
1. à), 2. b), 3. b), 4. c), 5. b), 6. a), 7. b), 8. b), 9. b), 10. d), 11. a), 12. d),
13. b), 14. a), 15. c).
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Oxford University Press, 1977.
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Unit 3

PERSONNEL MANAGEMENT
ÊÀÄÐÎÂÛÉ ÌÅÍÅÄÆÌÅÍÒ

3.1. Human Resource Management (Óïðàâëåíèå òðóäîâûìè
ðåñóðñàìè)
3.2. Human Resource Planning (Ïëàíèðîâàíèå òðóäîâûõ ðåñóðñîâ)
3.3. Forecasting (Ïðîãíîçèðîâàíèå)
3.4. Job Analysis (Àíàëèç òðóäà, äîëæíîñòåé)
3.5. Recruiting and Selecting New Employees (Ïîäáîð êàíäèäàòîâ
è ïðèåì íà ðàáîòó)
3.6. Stages in the Hiring Process (Ýòàïû ïðèåìà íà ðàáîòó)
3.6.1. The Recruitment Process (Ïðîöåññ ïðèåìà íà ðàáîòó)
3.6.2. Hiring Personnel (Ïðèåì íà ðàáîòó)
3.7. Manager-Employee relations (Âçàèìîîòíîøåíèÿ ðóêîâîäèòåëÿ
ñî ñëóæàùèìè)
3.8. Leader Characteristics that Followers Admire (Õàðàêòåðèñòèêà
ëèäåðà, êîòîðûì âîñõèùàåòñÿ åãî îêðóæåíèå)
3.9. Health and Safety Programs (Ïðîãðàììû çäðàâîîõðàíåíèÿ è
áåçîïàñíîñòè)
3.10. Summary (Êðàòêîå ñîäåðæàíèå îñíîâíûõ âîïðîñîâ)
3.11. Jobs and Responsibilities (Äîëæíîñòè è îòâåòñòâåííîñòü)
3.12. Applying for a Job (Ïîäà÷à çàÿâëåíèÿ î ïðèåìå íà ðàáîòó)
3.12.1. Samples of resumes (Îáðàçöû ðåçþìå)
3.12.2. Samples of Letters Applying for a Vacancy (Çàÿâëåíèÿ íà
çàïîëíåíèå âàêàíñèè)
3.13. Some tips for those who are going to the job interview
(Íåñêîëüêî ïîäñêàçîê òåì, êòî ñîáèðàåòñÿ íà ñîáåñåäîâàíèå)
3.14. Application Form (Áëàíê-çàÿâëåíèå äëÿ ïîñòóïëåíèÿ íà
ðàáîòó)
3.15. Review Questions and Tasks (Âîïðîñû è çàäàíèÿ äëÿ ïðîâåðêè)
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3.1. Human Resource Management
Employees are an important component of
every business. Realization of this fact was behind
the rise of personnel management, the specialized
task of obtaining the people a company needs and
then overseeing their training, evaluation, and
compensation. In the 1970s top management also
began to realize that, with the right people in the
right jobs, businesses can compensate for shortfalls in other areas. The term human resource
human resource
management
management was adopted by many companies to
Expansion of personnel
reflect the attitude that workers are of strategic
management to include
importance; human resource managers became
strategic planning
integral members of management teams plotting
a course through rough economic seas. Many
companies focus on the training and supervision
of their managerial employees so that they have
the resources they need for steady growth.
Human resource management is becoming more complex and crucial as the 1990s approach. Technology and the business environment
are changing at an accelerating pace, creating mismatches between workers skills and employers needs. Human resource managers must figure
out how to keep good workers when economic difficulties make pay
freezes necessary; how to lay off workers equitably; how to retrain workers to enable them to cope with increasing automation and computerization; how to deal with increasingly complex (and expensive) employee
benefits, such as pensions and health insurance; how to encourage employees to work more productively; and how to cope with the challenge
of equal opportunity in employment. Given the growing importance and
complexity of human resource problems, it is scarcely surprising that
all but the smallest businesses employ specialists to deal with them.
What exactly do human resource departments do? Every human resource staff must perform this series of functions: planning, recruiting
and selecting employees, training and developing workers, and appraising employment performance. A human resource staff gets involved in
accommodating changes in employment status and in administering pay
and employee benefits.
personnel management
Administrative activities
related to acquiring
workers, preparing
them for work,
overseeing their
performance, and
providing compensation
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3.2. Human Resource Planning
Business
Plans

Forecasting
Estimate
Estimate
demand for supply of
workers
workers

Job Analysis
Write
Write
job descrijob speciptions
fications

Hiring
Process

Fig. 2. Steps in Human Resource Planning
Careful attention to each phase of this sequence helps to ensure
that a company will have the right human resources when it needs them

The first step in staffing business organizations, as in any other
management endeavor, is to plan. Figure 2 shows the sequence of activities involved in human resource planning. As one human resource staff
director explains, a company must have people on hand at the right
time and in the right place to make a thing go.
Planning is a critical step. A miscalculation could leave a company
without enough people to keep production up to the level of demand,
with the result that business is lost as customers or clients go elsewhere.
Yet if a company expands its staff too rapidly, profits may disappear into
the payroll. Or it may have to lay off the very people it just recruited
and trained at considerable expense. This situation recently confronted
National Semiconductor.A couple of years ago, anticipating greatly increased demand for its electronic components, National Semiconductor had hired many new workers  1,200 for its Silicon Valley operations alone. But the expected business upturn failed to materialize, and
orders for National Semiconductors products began to slump badly. Thus
the company had to lay off 1,300 employees just a year after its hiring spree, including 600 in Silicon Valley.

3.3. Forecasting
The personal interview
is a key in the hiring
progress
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Supply and demand are factors in human resource planning, just as they are in more general
business planning. Forecasting begins with estimates of demand, the numbers and kinds of
workers that will be needed at various points. For
example, a boutique chain that is planning to

open another store within six months could estimate that it would need
an additional store manager and an assistant manager as well as parttime salesclerks. Although the chain might start looking for someone as
important as the manager right away, salesclerks would not have to be
hired until just before the store opens.
The next task is to estimate the supply of workers. In many cases,
that supply is within the company already  perhaps just needing training to fill future needs. If not, the human resource manager must figure out how difficult it will be to find people in the general work force
who have the required skills. The boutique may well find that the assistant manager at an existing store can be promoted to manager of the
new store  and perhaps current salesclerks could be made assistant
managers. If not, the manager and assistant managers could be hired
outside (although they would probably need specialized training in the
boutiques operations), along with additional clerks for the new store.
Another consideration in estimating supply is whether enough people with the required skills are available in the general work force. But
keeping track of the job market is a major undertaking these days, because it is in the process of substantial change. Although there are fewer jobs for factory workers in troubled smokestack industries, the demand for people with skills in engineering, nursing, paralegal work,
and many other technical areas is mushrooming. Planners also worry
that the end of the baby boom will shrink the pool of young, relatively unskilled workers who are so necessary in some businesses. Some experts believe that by 1995 the number of young people entering the labor market will have fallen by more than 10 percent.
Another problem planners must take into account is that todays fluid
business conditions may leave companies drastically overstaffed or understaffed without much warning. Many companies are turning to parttime and temporary workers, who are easily added when business picks
up and easily let go when it slows down again. The U.S. Department of
Labor says that the number of temporary workers supplied by agencies
doubled between 1982 and 1985, when economic growth was relatively uncertain. It is also less expensive to hire part-time and temporary
workers, because the company doesnt have to provide benefits. Some
companies have begun to provide at least some benefits, however, in
order to attract high-quality workers.
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3.4. Job Analysis
If you were the owner of a small business, you
might be able to hire employees on an informal
basis. You would be in a good position to know the
requirements of all the jobs in your company. In
job analysis Process by
large organizations, however, where hundreds or
which jobs are studied
thousands of employees are doing very different
to determine the tasks
kinds of jobs, management needs a more formal
and dynamics involved
and objective method of evaluating job requirein performing them
ments. That method is job analysis.
Several questions must be asked in job analysis: What tasks are involved in the job (what does the person do all day)? What qualifications
and what skills are needed to do the job? (An architect, for example,
must have a 1icense; a secretary must be able to type.) What kind of setting does the job take place in? (Some jobs, such as sales, require extensive public contact; others, such as factory work, do not.) Does the
job entail much time pressure (such as newspaper reporting) or little
time pressure (such as attending to children in a day-care center)?
Lets look at a specific job  that of college professor. It requires a person with certain qualifications, usually an advanced degree and teaching experience. The work can be broken down into a number of specific tasks; giving lectures, grading exams, leading seminars, supervising
independent study, doing research, attending department meetings, and
so on. The job also requires both people skills and technical skills.
Finally, the work can also be evaluated by its intended results: What are
students supposed to learn in the professors courses?
You might wonder why all this analysis is necessary. But if you were
in charge of assigning professors to classes, this breakdown would help
you know whom to hire and whom to promote. It would also help you
identify larger problems in the way duties are assigned. Perhaps professors
arent doing enough research because teaching loads are too heavy. Or
perhaps students grades arent being turned in on time because some
professors have no teaching assistants to help them read hundreds of
essays.
There are several ways to obtain the information needed for a job analysis. Human resource
experts may simply ask employees or supervisors
for information. They may also use direct obser106

job description
Statement of the tasks
involved in a given job
and the conditions
under which the
holder of the job will
work
job specification
Statement describing
the kind of person who
would be best for a
given job  including
the skills, education,
and previous experience the job requires
A job descri ption lists
the tasks the job
involves and the
conditions under
which those tasks are
performed.
A job specification
spells out the characteristics  skills, education, and experience  of the ideal
candidate for the job.

vation, perhaps using a stopwatch or videotape to
monitor someones work activities. Some employers have even asked employees to keep daily diaries describing exactly what they do during the
work day.
After job analysis has been completed, the
human resource manager may develop a job description, a specific statement of the tasks
involved in the job and the conditions under
which the holder of the job will work. The manager may also develop a job specification, a
statement describing the skills, education, and
previous experience the job requires. Figure 3
shows a job descri ption and job specification for
the same job.
Data Control Clerk
Under immediate supervision receives and reviews input and output
data for recurring computer reports and records. Receives detailed
instructions on assignments which are not routine. Work is checked
through standard controls.
DUTIES:
Operates data processing equipment such as Sorters (IBM 083),
Bursters (Std Register and Moore), decollators (Std Register),
Communications Terminal (IBM 3775) and interactive operation of
IBM 327X family of terminals to process accounting, personnel and
other statistical reports.
Feeds and tends machine according to standard instructions.
Makes minor operating adjustments to equipment.
Submits data with necessary documentation for computer processing.
Reviews output data and corrects problems causing incorrect output.

Job description

Revises and maintains lists, control records, and source data necessary to
produce reports.
Distributes output reports by predetermined instructions.
Operates magnetic tape cleaning and testing equipment.
Corrects and/or adjusts files via use of time-sharing terminals.
QUALIFICATIONS:

Job specification

Six months experience in operating data processing equipment.
Ability to reconcile differences and errors in computer data.

Fig. 3. Sample Job Description and Job Specification
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3.5. Recruiting and Selecting New Employees
The next step is to match the job specification with an actual person or selection of people. Where does the human resource department
get these candidates? Recruiters, specialists on the human resource staff
who are responsible for obtaining candidates, may look among people
already working for the company; they may seek referrals from employees or colleagues in the industry; they may advertise in newspapers and
work through public and private employment agencies; they may go to
union hiring halls; they may go to college campuses; they may even
resort to pirating key employees from other companies.

3.6. Stages in the Hiring Process
After going through at least one  but usually more  of these recruitment channels to assemble a pool of applicants, the human resource
department may spend weeks and sometimes even months on the selection process. Most companies go through the same basic steps in sifting
through applications to come up with the person or people they want.
First, a small number of qualified candidates
is separated from the applicants. A person may be
chosen on the basis of a standard application form
that all candidates are required to fill out or on
the basis of a resume, which is a summary of education, experience, interests, and other personal
data compiled by the applicant. Sometimes both
sources of information are used.
Application forms typically include questions about a persons job
experience, and they might include some about matters that are not
strictly job-related (outside activities and so on). But questions about some
unrelated factors are prohibited by the Equal Employment Opportunity Commission (EEOC) because they yield information that can be
used to discriminate against people illegally. Questions about religion, age,
gender, marital or family status, physical handicaps, arrest records, and
financial affairs fall into this category. Thus companies have had to develop better, less discriminatory ways of finding out whether a person
can handle a job.
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3.6.1. The Recruitment Process
A British personnel Manager describes his companys recruitment
procedure:
First, we advertise the job internally. The advertisement is on all the
company noticeboards for two weeks. Then, we advertise the job in the
national newspapers. Three
weeks later, we produce our
1
advertise job
_____________
2
first shortlist, and invite eight
WEEKS
internally
_____________
candidates to a first interview.
A week later, we interview the
2
candidates in the first shortlist.
_____
A week after the first interviews, we produce a final

3
interview
shortlist of two or three can1
 invite 8
candidates in
WEEK
candidates to
didates and invite them to a
first shortlist
first interview
second interview two weeks
later. While the final candi4
_____
dates are waiting for their
second interview, we check
their references. Then we
 produce final
second round
2
shortlist (23
have the second round of inof interviews
WEEK
candidates)
terviews.
 invite them to
One week after the second
second interinterviews, we choose the
6
view
_____
5 ___________
successful candidate and offer
him or her the job. If the successful candidate accepts the
choose successful
 job offer
1
job (we allow them a week to
candidate and
accepted
WEEK
decide), we then inform the
offer job

7
unsuccessful candidates.
Fig. 4.

1. Complete the chart, using the information in the text.
2. How long does the whole process take?
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3.6.2. Hiring Personnel
People talk about hiring procedures in their companies.

Were one of the largest construction
companies in the States. We usually
hire our younger staff straight from
college, and we also advertise in
magazines and newspapers. I guess
our procedures are pretty typical. We
ask people to send us their resumes,
with references, of course, then a
panel of interviewers meets a selection
of applicants and makes a decision.

I work for an advertising agency in
London. Were always looking for new
people, and we do a lot of headhunting. If we hear about someone
who obviously has talent and ambition, we contact them and set up an
informal meeting. If both sides are
interested, we work out a deal.
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Im president of a small plastic factory in
Sydney, Australia. If I need people, I get
my employees to ask around, and I advertise locally: at the employment office, in
the local paper, and outside the factory. I
dont care too much about their background: I prefer to give a person the job
first, and then see how they get on. Kind of
a trial period, I guess.

We have about 1,500 employees at Futura Computers
France, and we use a number of tests to screen job
applicants, including an IQ test and a multi plechoice personality test. We have done some research
into handwriting analysis, but we dont use it at
present. We believe that its necessary to find out as
much as possible about an applicant before making a
decision to hire.

1. What happens in your company?
2. What other hiring procedures and interview techniques do you
know? Which are most common in Ukraine?
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Vocabulary
personnel management  óïðàâëåíèå ïåðñîíàëîì; êàäðîâûé
ìåíåäæìåíò
human resource management 
óïðàâëåíèå òðóäîâûìè ðåñóðñàìè
job analysis  àíàëèç òðóäà,
äîëæíîñòåé
job description  îïèñàíèå äîëæíîñòè; óñëîâèÿ ðàáîòû
job specification  òðåáîâàíèÿ ê
ïðåòåíäåíòó íà äîëæíîñòü
recruiter  ðàáîòîäàòåëü
resume  ðåçþìå
orientation  îðèåíòàöèÿ
performance appraisal  îöåíêà
ðàáîòû
termination  èñòå÷åíèå ñðîêà
seniority  ñòàðøèíñòâî
outplacement  óñòðîéñòâî íà
ðàáîòó ñîêðàùåííîãî ïåðñîíàëà
mandatory retirement  ïðèíóäèòåëüíûé, îáÿçàòåëüíûé óõîä
ñ ðàáîòû, óâîëüíåíèå
worker buyout  âûêóï ðàáîòíèêàìè êîíòðîëüíîãî ïàêåòà
àêöèé êîìïàíèè

compensation  êîìïåíñàöèÿ
wages  çàðàáîòíàÿ ïëàòà (ïî÷àñîâàÿ)
salaries  çàðàáîòíàÿ ïëàòà, æàëîâàíèå (ïîìåñÿ÷íàÿ, ãîäîâàÿ)
incentive  ñòèìóë
bonus  ïðåìèÿ
commission  êîìèññèîííûå
profit sharing  ðàçäåë ïðèáûëè
production sharing  ñîâìåñòíîå
âëàäåíèå ïðîèçâîäñòâîì (íà
ïàÿõ)
fringe benefits  äîïîëíèòåëüíûå
âûïëàòû, äîïëàòû
perks (perquisite)  äîïîëíèòåëüíûå íåðåãóëÿðíûå äîõîäû
unemployment insurance  ñòðàõîâàíèå îò áåçðàáîòèöû
pension plan  ïðîãðàììà ïåíñèîííîãî îáåñïå÷åíèÿ
employee stock ownership plan
(ESOP)  ïëàí ïðèîáðåòåíèÿ
àêöèé ñëóæàùèìè êîìïàíèè

3.7. Manager-Employee relations
Managers have many different ways of developing good relations with
the employees they manage. Below is a list of ways suggested by a group
of presidents of small Japanese companies.
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QUESTION: What do you do to develop good relations with your employees?
Suggestion
A

Be a good leader by working hard

B

Consult employees regularly

You

C Hold a morning meeting with employees
D Arrange morning exercises for the company
E

Invite employees home

F

Regularly socialize with employees after working hours

G Eat lunch with employees in the staff restaurant
H Go picnicking together
I

Help arrange the marriage of employees

J

Attend marriages and family funerals of employees

1. Which suggestions do you prefer? Write 1 next to the best suggestion, 2 next to the second best, and so on.
2. Do you think that Western managers answers would be very different? Which of the suggestions above would not appear on their list?

3.8. Leader Characteristics that Followers Admire
To begin the investigation, along with professor Warren Schmidt we
surveyed nearly 1,500 managers from around the country in a study sponsored by the American Management Association. We asked the following open-ended question: What values (personal traits or characteristics) do you look for and admire in your superiors? More than 225
different values, traits, and characteristics were identified. Subsequent
content analysis by several independent judges reduced these items into
fifteen categories. The most frequent responses, in order of mention,
were (1) integrity (is truthful, is trustworthy, has character, has convictions), (2) competence (is capable, is productive, is efficient), and (3)
leadershi p (is inspiring, is decisive, provides direction).
In a follow-up study sponsored by the Federal Executive Institute
Alumni Association, we surveyed 800 senior executives in the federal
government. Responding to the categories generated in the previous study,
public-sector executives rated integrity, competence, and leadership as
the three characteristics most admired in their superiors.
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In a subsequent study, we elaborated on several categories and added a few new characteristics not included in the previous two studies. In
a two-year series of executive seminars conducted at Santa Clara University
and several corporate locations, over 2,600 top-level managers completed
a checklist of superior leader characteristics. The results from these surveys, shown in Table 1, are striking in their regularity. It appears that
there are several essential tests that a person must pass before we are willing to grant him or her the title leader. According to our research, the
majority of us admire leaders who are:
• Honest;
• Competent;
• Forward-looking;
• Inspiring.
Table 1
Characteristics of Superior Leaders
U.S. Managers
(N=2,615)

Characteristic

Honest
Competent
Forward-looking
Inspiring
Intelligent
Fair-minded
Broad-minded
Straightforward
Imaginative
Dependable
Supportive
Courageous
Caring
Cooperative
Mature
Ambitious
Determined
Self-controlled
Loyal
Independent

114

Ranking

Percentage of
Managers Selecting

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

83
67
62
58
43
40
37
34
34
33
32
27
26
25
23
21
20
13
11
10

An internal study at AT&T has produced results that support our
findings. Boyd Clarke and Ron Crossland of AT&Ts Cincinnati-based
Sales and Marketing Education Center have administered an internal
AT&T version of our modified checklist of characteristics of admired
leaders as part of their leadershi p research. Their findings show striking similarity to the findings among the general management population. The top five characteristics selected by AT&T employees were: (1)
honest, (2) competent, (3) inspiring, (4) courageous, and (5) forward-looking. Considering all the hurdles AT&T has overcome in recent
years, it seems predictable that courageous would rank slightly higher on their results than on the national survey.
You will note the similarity between some of these characteristics and
the practices described by successful leaders above. We will examine the
relationshi p among leaders practices and these attributes.

3.9. Health and Safety Programs
Health and safety programs are a means of reducing potential suffering
and keeping health-related losses to a minimum. Thus they are, or
should be, a major concern of every human resource manager. By educating employees in safety procedures, establishing and enforcing safety
regulations, and redesigning work environments to minimize the potential
for death, injury, and illness, businesses have often succeeded in cutting their health-related losses sharply. And they also have happier,
healthier, and usually more productive employees.
Some companies are taking a more active role in maintaining employee health. Wellness and fitness programs encourage employees to eat
sensibly, stop smoking, control stress, and exercise. The results have
been impressive. One group of 7,000 employees at Lockheed Missiles
and Space Company, Inc. in Sunnyvale, California, went through an
educational program on improving diet and cutting stress and smoking;
the groups incidence of high blood pressure dropped from 17 percent
to 1.7 percent. Prudential Insurance Company in Houston installed exercise facilities for its employees and found that disability absence days
declined by 20 percent. It estimates that it saved almost $2 in medical
and disability costs for every dollar invested in the exercise equipment.
And in Asheboro, North Carolina, Black & Deckers household products group has hired a specialist to observe 800 employees posture and
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working conditions. If she finds problems that could affect an employees physical well-being, she has a mechanic modify the work site to suit
the employee. In two years, sore backs and tired muscles have decreased
by 50 percent. Many other companies are joining this trend, and employees are enthusiastic. Best of all, their enthusiasm is translating into
greater loyalty to the company and better work.

3.10. Summary

1

State the six main functions
of human resource departments.

Human resource departments engage in planning, recruiting
and selecting new employees, training and developing employees, appraising employee performance, accommodating changes in employment status, and compensating employees.

2

Identify ten stages in the
hiring process.

The ten stages in the hiring process are soliciting applicants,
setting up initial contact with applicants, collecting application forms and/or resumes, administering employment test
(optional), setting up an interview with the human resource
department, setting up an interview with the supervisor,
conducting reference checks, setting up a medical examination (optional), evaluating candidates and selecting one for
the job, and notifying that person to report for employment.

3

Identify at least three types
of training programs.

One type of training programs is orientation, which helps
new employees become acclimated to the new environment.
Two other types are on-the-job training and classroom
training. Training may cover job skills, specialized and advanced skills, and remedial education.
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4

Describe three ways an employees
status may change.

An employees status may change through promotion to a
higher-level position or reassignment to a similar or lowerlevel position; through termination (removal from the companys payroll); or through retirement at the end of the
employees work life.

5

Distinguish between the two reasons
employment may be terminated.
Employment may be terminated through layoff or firing.
Layoffs occur because the company is in distress, and they
may be temporary. Firings, however, are permanent removals of employees because of inadequacy.

6

Identify two general ways of
compensating workers.

Employees are compensated through cash payments and
through benefits and services.

7

Describe the two possible components
of employee pay.

Wages (for hourly workers) and salaries (for nonhourly
workers) are the most typical component of employee pay.
Some employees also receive incentive payments (bonuses, commissions, profit sharing, and production sharing),
which are cash payments tied to their performance or that
of the company in order to encourage productivity and accountability; some workers, such as some sales representatives, receive incentive pay only.

8

Explain at least four standard
employee benefits and services.

Insurance plans, including unemployment benefits, are the
most popular type of benefit; they help protect workers
against the risk of losing their income through illness, death,
117

or changing economic conditions. Retirement benefits,
including Social Security, are also popular as a means of
guaranteeing working people a comfortable old age. Employee stock ownership plans, in which employees receive shares
of the companys stock, give workers a say in its management.
Cafeteria benefits are flexible plans providing employees
the unique combination of benefits that suit their needs.
Health and safety programs, including fitness and wellness
programs, help keep employees at peak productivity.

3.11. Jobs and Responsibilities
1. Study these sentences.
Im

a financial controller.
(a/an + job)
an engineer
I work for ATT.
(for + employer)
Im in marketing.
(in + type of work)
the chemical business.
chemicals.
Complete this conversation. Use a, an, for, and in.
A What do you do for a living?
B Im ______ computers.
A Really? Who do you work _______ ?
B Olivetti. Im ______ product manager.
What about you?
A I work _______ Balfour Beatty.
B So youre _______ the construction business?
A Yes. Im ________ engineer.
2. Complete these sentences about yourself.
1. Im a/an ______________ .
2. I work for _____________ .
3. Im in ________________ .
3. How many executive managers and divisions does this organization
have?
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EXECUTIVE MANAGEMENT
Mr. Richard Baldwin
President and Chief Executive Officer

Dr. Kevin Higgins
Research and
Development

Mr. David Ellingham
Production

Mrs. Petra Cusimano
Finance, Personnel
and Administration

Ms. June Hesketh
Marketing and Sales

DIVISIONS
Mr. Patrick
Amos
Multiplex
Systems

Ms. Emma
Wood
Cable
Systems

Mr. Roger
Carter
Microwave
Systems

Ms. Vera
Roberts
Space Systems

Mr. Robert
Shaw
Mobile Radio
Systems

Ms. Sileen
Nardo
Teleflex Ltd.

Fig. 5

Ask and answer questions about it.
Who is
responsible for
production? Mr. Elligham.
in charge of
Who is he responsible to?
The Chief Executive Officer.
Who does he report to?
4. Study the diagram below which represents the management of a company and ask similar questions.
Chairman
Managing
Director
THE BOARD

Financial
Director
Personnel
Manager

Home Sales
Manager

Marketing
Director

Chief
Accountant

Production
Director

Works
Manager

Overseas Sales
Manager

Public Relations Manager

Purchasing
Manager
Advertising
Manager

Fig. 6
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1.
2.
3.
4.
5.

Purchasing Manager
Personnel Manager
Marketing Director
Managing Director
Home Sales Manager

6. Public Relations Manager
7.
8.
9.
10.
11.

Production Director
Works Manager
Chairman
Financial Director
Overseas Sales Manager

12. Advertising Manager
13. Chief Accountant
14. The Board

Íà÷àëüíèê îòäåëà ñíàáæåíèÿ
Íà÷àëüíèê îòäåëà êàäðîâ
Äèðåêòîð ïî ìàðêåòèíãó
Óïðàâëÿþùèé
Óïðàâëÿþùèé ñáûòîì
íà âíóòðåííåì ðûíêå
Ðóêîâîäèòåëü ïî ñâÿçÿì
ñ îáùåñòâåííîñòüþ
Ðóêîâîäèòåëü ïðîèçâîäñòâà
Äèðåêòîð
Ïðåäñåäàòåëü
Ôèíàíñîâûé äèðåêòîð
Óïðàâëÿþùèé ýêñïîðòíûìè
îïåðàöèÿìè
Ðóêîâîäèòåëü ðåêëàìíîãî
îòäåëà
Ãëàâíûé áóõãàëòåð
Ñîâåò äèðåêòîðîâ ôèðìû

5. Find out about your partners.
• Which division do they work in?
• What are they responsible for?
• Who are they responsible to?
6. Look through the following job advertisements.
What type of people would you expect to be given these jobs?
Also, what responsibilities would you expect each job to involve?
Small business advisers
À. The Ministry of Overseas development is looking for Small Business Advisers to help train business people in Third World countries.
The Ministry has 50 advisers working abroad at the moment, engaged
in work, which has a lasting effect in the fight against world poverty and
hunger. Each adviser finds the experience richly rewarding. Single people
only. Please apply by letter to the Director of Overseas personnel. Ministry of Overseas Development, 372 Whitehall, London SW1.
Â. RIDER INSTRUMENTS INC.
SALES MANAGER
25.000 pounds + car + benefits
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We are a worldwide US Corporation who leads the international field
in business machines. Corporate plans for growth in the UK call for
the appointment of a key professional to lead and coordinate a small team
of salesmen, and to ensure that sales targets are met.
You must be hungry for results, and already have at least ten years
of highly successful sales experience. Call for an appointment.
Phone Steve Rezetzky on 0517-097050

3.12. Applying for a Job
Read the dialogue. Learn and reproduce it in pairs. Then make up
your oun dialogue-interview.
Dick: Hi, Ann, I hope Im not calling too late.
Ann: Hi, no, I was watching TV. How are you?
Dick: Im fine. Thank you. Im calling at such a late hour because there is
good news for you. I spoke to a friend of mine. Hes on the board of
directors of A&B Instrument Company.
They have an immediate opening for a software programmer. They are
looking for a specialist in this field. I told my friend about you. He wants
to know if you can come tomorrow for an interview. You shouldnt
miss this opportunity.
Ann: Dick, youre absolutely right.
I agree with you completely. But what about a resume?
Dick: Well, your resume, or curriculum vitae, should reflect your
professional experience. No doubt, you have advanced knowledge. In
the resume you should tell about your strengths and experience
which let you do that job. Your strengths should be given more space.
Other information could be left out.
Ann: Sometimes it is rather difficult to decide what to stress and what to
leave out.
Dick: An employers main interest is in what you can do for the company.
Include information that shows that you are the right person for the
job.
Ann: Thank you very much indeed.

3.12.1. Samples of Resumes
1
Irene Green
220 84th Street, Apartment 402
Jackson Heights, #4, 11372
Tel. (710) 456-8628
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Objective:
Summary:

Commercial Artist.
Successful freelance artist for eight years in such
areas as sign painting, oil painting and design.
Possesses considerable abilities in a number of specialized areas of commercial art. Has a talent to stimulate interest for a variety of particular products, ideas
and activities.
Accomplishments: Coordinated two different advertisement ideas around
one basic theme on a poster for Park South Gallery.
Designed a menu for Howard Johnson. Also completed all exterior advertising.
Experience:
1985  present
Freelance Commercial Artist, New York
1975  1985
Hollywood, Designer
Education:
Arts College, Beverley Hills, California, USA
1970  1975
Degree: B.A. in Art and Design
Personal:
Married, one child. Eyesight  excellent.

Vocabulary

commercial artist  ðåêëàìíûé
õóäîæíèê
freelance  âíåøòàòíûé
design  çä.: îôîðìëåíèå
sign  âûâåñêà, ïëàêàò
to paint  ïèñàòü êàðòèíó
considerable abilities  áîëüøèå
ñïîñîáíîñòè
area  îáëàñòü
variety  ðàçíîîáðàçèå

particular  îñîáûé
advertisement  ðåêëàìà
basic  îñíîâíîé
poster  ïëàêàò
around  âîêðóã
exterior  âíåøíèé, íàðóæíûé
eyesight  çðåíèå
excellent  îòëè÷íûé
available  äîñòóïíûé: çä.: ïðåäîñòàâëÿåòñÿ

2
Victor Freeman
376 West 186th Street, Apartment 6-1
New York, #4, 10033
Tel. (212) 973-6792
Objective:
A position of a programmer.
Summary:
15 years of experience in software programming. Familiar with various kinds of computer languages.
Experience:
IBM (Research Center)
1976  present
Software programmer
Education:
Massachusetts Institute of Technology.
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1970  1975
Personal:

Dr. Sci (Mathematics).
Married, two children.

Vocabulary
experience  îïûò
Dr. Sci  ó÷åíàÿ ñòåïåíü äîêòîðà íàóê

research center  èññëåäîâàòåëüñêèé èíñòèòóò
software programmer  ïðîãðàììèñò-ìàòåìàòèê

3.12.2. Sampels of Letters Applying for a Vacancy
A.

Dear Sir,
Your advertisement for a software programmer in todays New York
Times interests me very much because many years of experience have
qualified me to work for a company like yours. Please consider me an
applicant. You will find additional information about my qualification in
the enclosed resume. I would appreciate your granting me an interview.
Sincerely yours
Victor Freeman
Enclosure.

B.

Dear Sir,
I am writing to you because of your advertisement in the Sunday
issue of the New York Times. Ten years of experience as commercial
artist have qualified me to seek employment at a company like yours.
I am enclosing my resume that will inform you of my work experience as an artist. I would greatly appreciate your granting me an interview at your convenience.
Sincerely yours
Irene Green
Enclosure.

3.13. Some tips for those who are going
to the job interview.
Read the dialogue. Learn it and reproduce it with a partner.
Peter: Before going to the interview try to find information about the
company you would like to get into. This will help you to make a
better impression.
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Jack: Youre right. But how can I overcome my nervousness?
Peter: If you are well informed, your confidence is up. Your best guide is
to rely on your common sense. There are, however, some basic rules
common to most interviews.
Jack: Could you give me some examples?
Peter: When greeting the representative of the company, wait until he
moves to shake hands. You should also wait until he offers you a seat.
Jack: But what about usual questions people are asked in an interview?
Peter: The most common questions are, for instance:
Why do you fell qualified for the job?  What do you know about the
company? Do you enjoy working with others?  Are you willing to
work overtime?  Tell me about your experience? What can I do for
you?
Jack: Are there any surprise questions?
Peter: You should antici pate such questions:
Why should I hire you?
What are your three greatest strengths for this job?
Jack: I see. Are there any topics that should be avoided?
Peter: Yes, certainly. Avoid criticizing your former employers or fellow
workers. Dont discuss your personal, domestic or financial problems
unless you are asked about them.
Jack: Can I ask about the salary?
Peter: Absolutely. You can state the salary you want, but not until the
employer has introduced the subject.
Jack: Thank you very much for all this valuable information.

1. Now try to write your resume, and a letter applying for a vacancy
you are interested in.
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3.14. Application Forms
Now complete job application forms.
Variant À
Name
Address

Telephone number
Age

Education and qualification
School/College

Examinations taken

Dates

Interests

References
Name

Name

Position

Position

Address

Address

Date available to start

___________________
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Variant B.
Application form
Post:

Ref:

Surname (Mr. Mrs. Miss Ms)

Forename (s)

Maiden Name

Age

Marital status

No of children 

Date of birth
Ages 

Address
Tel daytime

Tel evening

Next of kin
Education

From

To

Secondary

20__

20__

Higher

20__

20__

Examination
Title

Grade Subject(s)

Date

Di ploma

20__

Abitur

20__

LCCI Higher
Cambridge Proficiency

20__
20__

Languages

Fluent

Good

Fair

French
English
Employers
Name and address

From To
20__

Position and duties

Hobbies/activities
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Have you any of the
following skills?
Tick appropriate box
o Typing ..... wpm
o Shorthand ..... wpm
o Word processing
o Keyboard skills
o Bookkeeping
o Accounts
o Telex
o Customer contact
o Driving licence
o Filing
Salary

20__

Names of two referees besides employers

Date

Address

Signature

Can we approach
your employer for a
reference?
o Yes
o No
When will you not
be available for an
interview?
Date(s)

Variant Ñ.
1. Personal
Last name

First name

Date
of Birth

Sex:
o Male
o Female

Marital Status:
o Single o Married o Children (No) ________
dd m yr

Position Applied for: Type of Employment:
Current
o Full Time o Part Time Salary:
Place of Permanent Residence (Passport Registered):
Address You Can Be Reached at Present:

Photo

Date
Available:

Telephone No (W)
(H)

How were you referred to our Company: o By your colleague. Yes, by whom?___
o By an employee. Yes, by whom? ____
o Advertisement. Where? ____________
o Walk in
2. Health
Do you have any disabilities which would prevent you from performing the position
for which you applying, or which would require special accommodations?
o Yes If yes, explain. o No
3. Education
Name of
Educational
Establishment

School, Location

Major Studies

Degree/Diploma
or Certificate

Dates
From/
To

University
College
Others
Secondary School
4. Special knowledge, skills or qualifications
Languages: + - fluent, v - basic, - no
Ukrainian
English

Read Write Speak

Personnel Computer

o Yes

o No

Typing Skills

o Yes

o No

Driving license

o Yes

o No

year

Hobbies:
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5. Additional information
Have you been previously employed? o Yes

o No

At our Company?

o Yes (where? when) ___________ o No

Have you ever applied for a job
at our Company?

o Yes (where? when) ___________ o No

Do you have a work book?

o Yes

o No

Did you serve in the Army?

o Yes

o No

Do you have a criminal record?

o Yes

o No

6. Employment data
List below employers for the last 5 years (starting from the last place).
From Company Position
Name
To

Responsibilities

Supervisors
Name/Phone

Reason
for
Leaving

I authorize investigation of all statements contained in this application. I understand
that misrepresentation or omission of facts called for is cause for dismissal.
_________________
_________
Applicants Signature
Date
DO NOT WRITE BELOW THIS LINE
Interviewed by:
REMARKS:
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Date:

3.15. Review Questions and Tasks
1. How do personnel management and human resource management
differ?
2. What is the purpose of conducting job analysis? What are some of
the techniques used for gathering information?
3. Why are orientation programs important?
4. How may employee performance be evaluated?
5. What are some of the problems facing workers who are nearing retirement?
6. What is the purpose of using incentive programs as part of the compensation package?
7. What types of insurance benefits are available to todays workers?
Why are they so popular?
8. Why are health and safety programs becoming more popular with
employers, despite the costs?
9. Choose a company from an advertisement. Take the role of the companys representative. Write a letter offering an interview, appoint a
date and a time. Ask to return the job application form to you as soon
as possible.
10. Take the role of the applicant. Reply to the above letter. State that
you will come at the appointed time.
11. Take the role of the interviewer. Plan the interview and questions
you want to ask using the completed application form.
12. Take the role of the applicant. Prepare for a job interview. Decide
what questions you want to ask about the job and the firm, what
you can add about yourself and your qualification.
13. Write a letter giving a date and a time for an interview, ask to complete the Companys job application form and return it to you.
14. Reply to a letter offering a job interview. State that you will come at
the appointed time. Complete the application form.
15. Prepare for a job interview. Decide what questions you want to ask
about the job and the firm, what you can say about your experience.
16. Make up a plan of the interview and questions you want to ask
based on the information given in the application form.
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Choose the best alternative to complete each sentence.
Choose the best alternative to complete each sentence.
1. You must keep staff _______, especially when things get difficult.
a) generated;

b) motivated;

c) frustrated;

d) electrified.

2. Weigh up the _______ of each alternative before deciding.
a) checks and balances; b) assets; c) pros and cons;

d) profits.

a) sensible;

b) impressive; c) touching;

d) touchy.

a) freeze;

b) ice over;

c) cool down;

d) flare up.

a) set about;

b) set off;

c) set out;

d) set down.

a) container;

b) contingency; c) consolidated;

d) consecutive.

a) opposite;

b) angry;

d) opposing.

a) at an angle;

b) at a tangent; c) by the way;

d) on the side.

a) in;

b) at;

d) opposite.

a) workload;

b) working practice; c) work-to-rule; d) working party.

a) grades;

b) standards;

c) performances;

d) levels.

a) took off;

b) took on;

c) took down;

d) took out.

a) calmly;

b) confidently; c) smoothly;

d) wisely.

a) overtaking;

b) overcoming; c) overwhelming;

d) overriding.

a) morale;

b) mortality;

3. A good manager must be able to handle _______ situations.

4. He decided to let things _______, so he dropped the subject until later.
5. She _______ creating a better atmosphere amongst the staff.

6. We need to have _______ arrangements in case things dont work out.
7. In a meeting you must stop people talking at _______ purposes.
c) cross;

8. Why doesnt he stick to the point? Hes always going off _______.
9. Its always difficult when a team is working _______ a deadline.
c) to;

10. Try to ensure that each employees _______ is not too great.

11. Those who cant manage their time efficiently always have high stress
_______.
12. The more responsibilities she _______ , the more mistakes she made.
13. I hope the project continues to run as _______ as it has so far.

14. After _______ many unforeseen obstacles they just managed to meet
their deadline.
15. What can we do to improve _______ in this department?
c) moral;

d) temperament.

Look for and underline useful word partnerships.
Check your answers:
1. b), 2. c), 3. d), 4. c), 5. a), 6. b), 7. c), 8. b), 9. c), 10. a), 11. d), 12. b),
13. c), 14. b), 15. a).
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Unit 4

MARKETING.
ECONOMICS AND DISTRIBUTION
MANAGEMENT
ÌÀÐÊÅÒÈÍÃ.
ÝÊÎÍÎÌÈÊÀ È ÓÏÐÀÂËÅÍÈÅ ÑÁÛÒÎÌ
4.1. What is marketing?(×òî òàêîå ìàðêåòèíã?)
4.1.1. Marketing backgrounds(Îñíîâû ìàðêåòèíãà)
4.2. Market analysis(Àíàëèç ðûíêà)
4.3. Marketing Strategy and Types of Markets
(Ñòðàòåãèÿ ìàðêåòèíãà è òèïû ðûíêîâ)
4.4. Pricing(Öåíîîáðàçîâàíèå)
4.5. Setting the price(Óñòàíîâëåíèå öåíû)
4.6. Pricing objectives(Öåëè öåíîîáðàçîâàíèÿ)
4.7. Break-even analysis(Àíàëèç áåçóáûòî÷íîñòè)
4.8. Pricing Strategies(Ñòðàòåãèè öåíîîáðàçîâàíèÿ)
4.9. Non-price competition(Íåöåíîâàÿ êîíêóðåíöèÿ)
4.10. Give Benefits not Products(Ïðåäîñòàâüòå ëüãîòû, íå ïðîäóêòû)
4.11. Promotion(Ïðîäâèæåíèå)
4.12. Advertising(Ðåêëàìà)
4.12.1. Classes of Advertising(Êëàññû ðåêëàìû)
4.13. Publicity(Ãëàñíîñòü)
4.14. Product-Market Strategy(Ñòðàòåãèÿ òîâàð  ðûíîê)
4.15. Matching Products and Markets(Ñîîòâåòñòâèå òîâàðîâ ðûíêó)
4.16. Branding (Ïðèñâîåíèå òîðãîâîãî çíàêà)
4.17. Product brands and Trademarks(Òîðãîâûå çíàêè è òîðãîâûå
ìàðêè)
4.18. Transportation(Ïåðåâîçêà)
4.19. Cash and carry(Ïëàòè è óíîñè)
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4.1. What is Marketing?
Marketing is the process of planning and executing the conception,
price, promotion, and distribution of ideas, goods, and services to create
exchanges that satisfy individual and organizational objectives.
People have been trying to sell things for years, and youve learned
something about their techniques  advertisements, price markdowns,
special contests, tantalizing displays of merchandise. But despite marketings
high visibility, the term itself is difficult to define. The American Marketing Association recently devoted a year of study to the question and evaluated 25 different definition before reaching a consensus on the meaning of
the word. According to its definition, marketing is planning and executing
the conception, pricing, promotion, and distribution of ideas, goods, and
services to create exchange that satisfy individual and organizational objectives.
Marketing is a broad term, not limited to profit-making businesses alone;
it encompasses the efforts of nonprofit organizations to sell intangibles.
What does the term marketing really mean? Many people mistakenly think of it as advertising or selling. However, advertising or selling are only two of several marketing functions, and not necessarily the
most important ones.
Marketing can be defined as any human activity which is directed
at satisfying needs and wants by creating and exchanging goods and value
with others.
Marketing has become a key factor in the success of western businesses. Todays companies face stiff competition and the companies which
can best satisfy customer needs are those which will survive and make
the largest profits.
For an exchange to take place, four conditions must exist. First, an
exchange requires participation by two or more individuals, groups, or
organizations. Second, each party must possess something of value that
the other party desires. Third, each must be willing to give up its
something of value to receive the something of value held by the
other. The objective of a marketing exchange is receiving something that
is desired more than what is given up to get it, that is, a reward in excess
of costs. Fourth, the parties to the exchange must be able to communicate with each other to make their something of value available.
Note, though, that an exchange will not necessarily take place just because these four conditions exist. However, even if there is no exchange,
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marketing activities still have occurred. The somethings of value held
by the two parties are most often products and/or financial resources such
as money or credit. When an exchange occurs, products are traded for
either other products or financial resources.

Vocabulary

value  ïîòðåáèòåëüñêàÿ ñòîèìîñòü, âåëè÷èíà
to face stiff competition  ñòàëêèâàòüñÿ ñ æåñòêîé êîíêóðåíöèåé
to make profit  ïîëó÷èòü ïðèáûëü
to trade  îáìåíèâàòüñÿ, òîðãîâàòü

Vocabulary

exchange  îáìåí
to require  òðåáîâàòü
to possess  îáëàäàòü, âëàäåòü
a reward  íàãðàäà, âîçíàãðàæäåíèå
in excess of  áîëåå ÷åì, ñâåðõ
÷åãî-òî
to occur  ïðîèñõîäèòü, ñëó÷àòüñÿ

practice

1. Fill the gaps in these sentences, using the words from the list.
Creative process, design, distribution, end-users, first, hire purchase, image,
labels, mail order, need, opportunities, outlets, patterns, place, posters, price,
product, production-oriented, profitably, promotion, range, rival, satisfy,
strengths, threats, weaknesses
1. What is marketing? Marketing is the ... of satisfying customer
needs ... .
2. What is the marketing mix? It consists of the four Ps: providing the customer with the right P ..., at the right P ..., presented
in the most attractive way (P ...) and available in the easiest way
(P ...).
3. What is a product? A product is not just an assembled set of components: it is something customers buy to ... a ... they feel they have.
The ... and the ... of the product are as important as its specification.
4. What is price? The product must be priced so that it competes effectively with ... products in the same market.
5. What is promotion? The product is presented to customers through
advertising (TV commercials, ..., etc.), packaging (design, ..., etc.),
publicity, P.R. and personal selling.
6. What is place? Your product must be available to customers through
the most cost-effective channels of ... . A consumer product must be
offered to ... in suitable retail ..., or available on ... or by ... .
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7. What is meant by S.W.O.T.? A firm should be aware of its S ... and
W ... and the O ... and T ... it faces in the market place.
8. Why are firms becoming more customer-oriented and less ...? Because new products must be created to meet the changing ... of customers needs  a firm cant rely on the success of its existing ... of
products. The customer and his or her needs must come ...!
2. What opportunities and threats does your firm face in the next
23 years?

Well, gentlemen, weve got
a stunning new logo and a
marvelous publicity campaign ready. We just need to
come up with a product.

4.1.1 Marketing background
As defined by the committee on definitions of the American Marketing Association, marketing is the performance of business activities
directed toward and incident to, the flow of goods and services from
producer to consumer or user.
Today discovering demand, managing demand, and physically supplying
demand constitute the three major divisions of marketing effort undertaken by many firms. Marketing management approached this status in the
1950s when the General Electric Company enunciated a policy declaring
that marketing begins with the consumer. By discovering and filling unmet wants, its marketing program was designed to produce what General
Electric could sell because customers had certain unmet wants. Subsequently,
having what you could sell instead of trying to high pressure customers into buying what you have required provided the use of marketing research and environment scanning of conditions affecting business.
The key concept of market selection and product planning is the
Product Life Cycle. It predicts that any product pass through various stages between its life and death (introduction  growth  maturity  de135

cline). So companies can make better marketing decisions if they find
out where each of their products stands in its life cycle.

Vocabulary
to define  îïðåäåëÿòü
performance  âûïîëíåíèå, îñóùåñòâëåíèå, ðàáîòà
incident to  ïðèñóùèé
to discover demand  îáíàðóæèâàòü ñïðîñ
to supply  ñíàáæàòü, ïîñòàâëÿòü
to undertake  ïðåäïðèíèìàòü,
áðàòü íà ñåáÿ îáÿçàòåëüñòâà,
ôóíêöèè

wants  ïîòðåáíîñòè, æåëàíèÿ
to require  òðåáîâàòü, íóæäàòüñÿ
to provide  îáåñïå÷èâàòü
environment  îêðóæàþùàÿ ñðåäà, îêðóæåíèå
to predict  ïðåäñêàçûâàòü
growth  ðîñò
maturity  çðåëîñòü
decline  óïàäîê

4.2. Market Analysis
For a small business to be successful, the owner must know the
market. To learn the market, you must analyze it, a process that takes
time and effort. You dont have to be a trained statistician to analyze the
market place nor does the analysis have to be costly.
Analyzing the market is a way to gather facts about potential customers and to determine the demand for your product or service. The more
information you gather, the greater your chances of capturing a segment
of the market. Know the market before investing your time and money
in any business venture.
These questions will help you to collect the information necessary
to analyze your market and determine if your product or service
will sell.
YES
NO
1. Do you know who your customers will be?
____
_____
2. Do you understand their needs and desires?
____
_____
3. Do you know where they live?
____
_____
4. Will you be offering the kind of products or
services that they will buy?
____
_____
5. Will your prices be competitive in quality
and value?
____
_____
6. Will your promotional program be efficient?
____
_____
7. Do you understand how your business
compares with your competitors?
____
_____
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8. Will your business be conveniently located
for the people you plan to serve?
9. Will there be adequate parking facilities for
the people you plan to serve?

____

_____

____

_____

Vocabulary

practice

1. Read the following conversation.
Hugh is describing his role as marketing director of a holiday tour
company.
Susan: What do you actually do?
Hugh: Well, I carry responsibility for the marketing activities, it actually
includes a product planning role and a brochure production role. There is
then an advertising role, which covers TV advertising, market research, public relations (PR).
Susan: So, you handle PR as well?
Hugh: Yes, yes.
Susan: Oh, I see.
Hugh: So its a department of about fifty people, and functionally, thats
what I do. Now, if you say, what am I responsible for, it is profit.
Susan: Oh, really? Youre in charge of the profit center?
Hugh: Right. Well, there are two sides to the job. There is a budget, which
covers advertising and cost of producing brochures, and thats the cost side.
But each program has got a sales target in terms of number of holidays sold.
So responsibility for achieving those targets is with me, or my department.
Susan: Yes.
Hugh: So, its more accurate to say, its a sale and a load factor that are
important, which means that youve got to fill a certain proportion of
the seats on every flight, to the level that you actually cover your costs.
Susan: Yeah.
Hugh: And that leads to profit.
Susan: Yes.
Hugh: But I mean, clearly if the marketing department puts the wrong
program on sale, and it doesnt sell, that is going to be a major influence on the profit.
Susan: Yes.
Hugh: Now, that profit responsibility is actually shared with three other
main-line directors who also control large areas of costs.
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2. Choose the best answer.`(1)
1. To handle something is:
a) to be involved with;
b) to take care of;
c) to manage or direct;
d) to deal with.
2. A sales target is:
a) a number of sales necessary to make a profit;
b) the number of sales that a firm expect to make;
c) a number of sales achieved by a firm in a particular period;
d) the maximum number of sales possible in a particular period.
3. A product line is:
a) a factory system in which products are put together while being
carried slowly along the belt;
b) a factory system in which products are put together by computer  driven robots;
c) a group of goods or services offered by a company;
d) a particular service or type of goods offered for sale by a com-pany.
4. A profit center is:
a) a department of a company that tries to find ways of increasing the
companys profits;
b) a department of a company whose objective is to make profits;
c) the most profitable of all the activities of a company;
d) income received by a company after its costs have been earned back
from sales.
5. Advertising is:
a) the practice for creating a good image for a firm;
b) the practice of creating good relations between a firm and members of the public;
c) a public notice or short film to let people know about product or
firm;
d) the practice of creating and showing public notices and short films
about products or firms.
6. A programme is:
a) a machine that processes information and does calculations;
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b) a group of related plans, activities or products;
c) a sum of money set aside for a particular purpose;
d) a notice or short film about a firm or one of its products.
7. To say something accurate is to say something more:
a) clever;
b) informative;
c) true;
d) interesting.
8. A costing is:
a) the money actually spent on a product;
b) the money calculated as needed when planning a product;
c) a statement of the price that will be charged for a job;
d) a demand for payment of the agreed price for a job.
9. To overprice a product is:
a) to raise the price;
b) to charge too much;
c) to sell so much that demand exceeds supply;
d) to sell so little that supply exceeds demand.
3. Here is a list of responsibilities of a marketing director.
Tick (v) those he is responsible for and cross (x) the others.
1.
2.
3.
4.
5.

Marketing.
Product planning.
Computer systems design.
Brochure production.
Accounting.

6.
7.
8.
9.
10.

Advertising.
Education and training.
Market research.
Public relations.
Reaching sales targets.

4. Read conversation 1 again. Note, which of the following statements
is true (T) or false (F). (2)
1. There are three main roles in Hughs responsibility for marketing
activities.
2. Hughs main responsibilities are for TV advertising, market research
and public relations.
3. Susan is surprised that Hugh has responsibility for a profit center.
4. Reaching sales targets is part of Hughs profit responsibility.
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5. A load factor means that a company must operate a minimum number of flights in order to make a profit.
6. The marketing department has put the wrong programme on sale it
is not selling because it is overpriced.
7. The two sides of Hughs job, that is controlling a cost center and
controlling a profit center, are of equal importance.
8. There are three main-lines directors of the company.
5. Ken has written an article for a trade newspaper based on his interview with Hugh. Here is a part of it. Fill in the missing words.
Hugh Large is one of the most successful directors in the Holiday
industry today. As Marketing Director of Peterson Holidays, he is
___________ for _____________ Peterson, the holidays which
thousands of people enjoy every year.
Among his responsibilities is ____________ , ensuring both that
there is ________ for new products that all the companys products
are marketed ________________ .
His marketing __________ includes ____________ , using both
TV and newspapers, and ________ : he has to explain the companys
policies activities to the public and sometimes its problems.
He is one of four ________ who decide the ________ each year,
which covers the cost of advertising and of producing the ________
that describe the holidays, as well as cost of holidays themselves. But his
main responsibility is not just controlling a ______, but ensuring that
_______ are met and that the company makes a _____ .
He has had a _______ on the impressively consistent profitability
of a Peterson over the past five years.

Vocabulary
advertising  ðåêëàìà
brochure  áðîøþðà
budget  áþäæåò
cost center  îòäåë çàòðàò
efficiently  ýôôåêòèâíî
main-line director  äèðåêòîð,
îòâåòñòâåííûé çà îñíîâíûå
íàïðàâëåíèÿ äåÿòåëüíîñòè
êîìïàíèè
major influence  îñíîâíîå âëèÿíèå
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market  ðûíîê
market research  èçó÷åíèå ðûíêà
planning  ïëàíèðîâàíèå
products  òîâàðû, ïðîäóêöèÿ
profit  ïðèáûëü
public relations  ñâÿçü ñ îáùåñòâåííîñòüþ
responsible  îòâåòñòâåííûé
role  ðîëü, ôóíêöèÿ
targets  öåëè

6. Translate into English.
Õüþ Ëàäæ  îäèí èç íàèáîëåå ïðåóñïåâàþùèõ ðóêîâîäèòåëåé
èíäóñòðèè òóðèçìà. Êàê äèðåêòîð ïî ìàðêåòèíãó Ïåòåðñîí Õîëèäåéç îí îòâå÷àåò çà ïëàíèðîâàíèå óñëóã êîìïàíèè, ýòî óñëóãè ïî
îòäûõó, êîòîðûìè åæåãîäíî ñ óäîâîëüñòâèåì ïîëüçóþòñÿ òûñÿ÷è
ëþäåé.
Â åãî îáÿçàííîñòè âõîäèò èçó÷åíèå ðûíêà: êàê îáåñïå÷åíèå
ðûíêà äëÿ íîâûõ óñëóã, òàê è çàáîòà î òîì, ÷òîáû âñå óñëóãè êîìïàíèè áûëè ýôôåêòèâíî ðåàëèçîâàíû. Åãî äåÿòåëüíîñòü ïî ìàðêåòèíãó âêëþ÷àåò êàê ðåêëàìó ñ èñïîëüçîâàíèåì òåëåâèäåíèÿ è ãàçåò, òàê è ñâÿçè ñ îáùåñòâåííîñòüþ, îí äîëæåí îáúÿñíÿòü øèðîêîé îáùåñòâåííîñòè îñíîâíûå íàïðàâëåíèÿ äåÿòåëüíîñòè êîìïàíèè, à èíîãäà è åå ïðîáëåìû.
Îí âõîäèò â ÷èñëî ÷åòûðåõ ãëàâíûõ äèðåêòîðîâ, êîòîðûå åæåãîäíî ïðèíèìàþò ðåøåíèÿ î áþäæåòå, â êîòîðûé âõîäèò ñòîèìîñòü
ðåêëàìû è âûïóñê áðîøþð, îïèñûâàþùèõ ïóòåøåñòâèÿ, à òàêæå
èõ ñòîèìîñòü. Íî åãî îñíîâíàÿ îáÿçàííîñòü íå ñâîäèòñÿ ê óïðàâëåíèþ îòäåëîì çàòðàò, îí äîëæåí îáåñïå÷èòü ðåàëèçàöèþ âñåõ íàìå÷åííûõ öåëåé è ïîëó÷åíèå êîìïàíèåé ïðèáûëè. Åãî îñíîâíàÿ çàñëóãà â òîì, ÷òî êîìïàíèÿ ïîñëåäíèå ïÿòü ëåò ñ óäèâèòåëüíûì ïîñòîÿíñòâîì ðàáîòàåò ñ ïðèáûëüþ.

4.3. Marketing Strategy and Types of Markets
Because marketing is so complicated  and so central to an organizations success  a business should develop an overall plan, a marketing strategy for its products. The first step in plotting the strategy is
to identify the particular group of customers most likely to buy and
whose needs the firm aims to satisfy. The second step is to settle on the
combination of ingredients to be used in the marketing program.
A central concern in marketing is the market  the group of people who might need or want your products and who would have the
money to buy them. Lets say that you have recently opened a stationery
and office supply store in a suburban location and want to plan a marketing program. Your first step would be to examine your market.
Markets may be classified in two broad categories. The consumer
market consists of individuals or households that purchase goods and
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services for personal use. The industrial/organizational market is made
up of enterprises that buy goods and services for resale to the consumer
market or for their own operations. These two groups approach their
purchases in different ways, and as a consequence, different techniques
are required to reach them.
The design of products you sell, the hours you are open, and many
other basic decisions would depend on which type of market you
thought you could serve best.
You would find, of course, that either market for stationery and
office supplies is large and diverse, composed of many different market segments, or subgroups with distinctive needs and interests. To avoid
spreading you resources too thin, you would need to focus on specific
target markets. You would want to learn what kinds of office supplies they
are currently buying and why, what these customers might want in the
future, and how your company could satisfy their needs. You would also
want to know what you competitors had to offer this target group and
how you could achieve a competitive advantage. This type of research
would help you make better decisions about what items to stock in your
store and how to promote and price them. You would learn how to satisfy
the customer and stimulate desire for your products.
SPECIAL TERMS

Marketing strategy: Overall plan for marketing a product.
Market: People who need or want a product and who have the money
and authority to buy it.
Consumer market: Population of individuals who buy goods or services for their personal or household use.
Industrial/organizational market: Customers who buy goods or services
for resale or for use in conducting business.
Market segments: Groups of individuals or organizations within a market
that share certain common characteristics.
Target markets: Specific groups of customers to whom a company wants
to sell a particular idea, goods, or services.

4.4. Pricing
How much is it? This question is repeated many times a day in
stores around the world. It shows that consumers an organizations will
buy many things if the price is right. One can design the finest prod142

ucts in the world, but if the price is perceived as too high or too low,
the effort may be for nothing. Pricing decisions, therefore, should be
completely integrated with product decisions, because price is part of the
product offer, just as the package and the brand are. Price is one way
in which the seller can differentiate his or her offer from those of
competitors.
Every company must translate its own particular objectives into specific prices for specific products. Three methods for doing so are markup pricing, breakeven analysis, and market-based pricing. But before
applying any of these three methods, a company should analyze its costs.
Two types of costs are associated with producing a product: fixed costs
and variable costs. Fixed costs  including rent payments, utility bills,
insurance premiums, and administrative expenses  are not affected by
the number of products sold. Regardless of whether a company sells 10
units or 100 units, the rent on the building must be paid on time. Variable costs, on the other hand, do depend on the volume sold. They
include raw materials, labor used in production, and supplies consumed
in producing the product. The total cost of operating the business is the
sum of the fixed and variable costs.
Different businesses have different cost structures. Airlines, for example, have high fixed costs and low variable costs. The cost of flying a plane
is the same whether there are 3 passengers or 300. So the more seats
the airline fills, the more money it makes. Businesses of this type are
said to be volume sensitive, because their profits depend heavily on
how much is sold. Other businesses with low fixed costs and high variable costs are said to be price sensitive. Their profits depend more on
price than volume. Department stores, for example, can increase or decrease the stock they keep on the racks to match trends in demand. Although they have a certain amount of overhead to support, they are most
concerned about getting a good price for their merchandise.
Department stores and other retailers often use the markup pricing
method of setting prices. Markup is usually defined as the difference
between the cost of an item and its selling price. In modern merchandising, firms generally express this difference in terms of the markup
percentage.
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SPECIAL TERMS

Fixed costs: Business costs that must be covered no matter how many
units of a product a company sells.
Variable costs: Business costs that increase with the number of units
produced.
Markup: Amount added to the cost of an item to create a selling price
that produces a profit.
Markup percentage: Difference, in percentage terms, between the cost
of an item and its selling price.

4.5. Setting the price
How are prices set? Through most of history, prices were set by buyers and sellers negotiating with each other. Sellers would ask for a higher
price than they expected to receive, and buyers would offer less than
they expected to pay. Through bargaining, they would arrive at an acceptable price.
Through most of history, price has operated as the major determinant of buyer choice. This is still true in poorer nations, among poorer
groups, and with commodity-type products. However, nonprice factors
have become relatively more important in buyer-choice behavior in
recent decades. Yet price still remains one of the most important elements
determining company market share and profitability.
Price is the only element in the marketing mix that produces revenue; the other elements represent costs. Yet many companies do not
handle pricing well.
Companies handle pricing in a variety of ways. In small companies,
prices are often set by top management rather than by the marketing
or sales department. In large companies, pricing is typically handled by
divisional and product-line managers. Even here, top management sets
the general pricing objectives and policies and often approves the prices proposed by lower levels of management. In industries where pricing is a key factor (aerospace, railroads, oil companies), companies will
often establish a pricing department to set prices or assist others in determining appropriate prices. This department reports either to the marketing department or top management. Others who exert an influence
on pricing include sales managers, production managers, finance managers, and accountants.
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Vocabulary
to set the price  óñòàíàâëèâàòü
öåíó
to bargain  òîðãîâàòüñÿ
to arrive at an acceptable price 
äîãîâàðèâàòüñÿ î ïðèåìëåìîé
öåíå
to operate  äåéñòâîâàòü
commodity  òîâàð
company market share  äîëÿ
êîìïàíèè â ðûíêå
to produce revenue  ïðèíîñèòü
äîõîä
marketing mix  ñîñòàâëÿþùèå
ìàðêåòèíãà

to set  óñòàíàâëèâàòü
to approve  îäîáðÿòü, óòâåðæäàòü
to establish  ó÷ðåæäàòü, îñíîâûâàòü
to exert an influence  îêàçûâàòü
âëèÿíèå
costs  ðàñõîäû, èçäåðæêè
appropriate prices  ïîäõîäÿùèå
öåíû
to handle  çä. ðåãóëèðîâàòü; äåðæàòü â ðóêàõ, óïðàâëÿòüñÿ

4.6 Pricing objectives
One of the factors that has raised pricing to the top of the strategic
planning process is the tendency of marketing managers to concentrate
on short-run pricing strategies. Here is a list of some of the pricing objectives a firm might take. Note that some of them, such as «build traffic» and «help on the sale of weak items in the line», are short-run objectives. Often the competitive and internal corporate environments are such
that short-run considerations dominate decision making. The economic environment today is so unstable that long-run considerations such as
«growth» and «maximum long-run profits» are becoming more important.
In fact, survival in the market has become a major goal for many firms.
Firms must establish realistic and measurable pricing goals if marketing strategy is to be effective. Some firms aim for a target return on
investment. Firms such as General Motors, du Pont, Alcoa,
and General Electric have set such goals. A specific target return objective enables these firms to determine a required level of profit. This, in
return, helps in the setting of prices and other marketing mix variables.
Potential pricing objectives
Survival
Maximum short-run profits
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Maximum long-run profits
Growth
Build traffic (attract people to the store)
Maintain price-leadership
Discourage entrants
Avoid government investigation and control
Maintain loyalty of middlemen and get their sales support
Enhance image of the firm
Be regarded as «fair» by customers (ultimate)
Create interest and excitement about the item
Make a product «visible»
High return on investment
Share of the market
Meet competition
Help in the sale of weak items in the line
Some firms use market share as a pricing goal. In the past
firms such as Sears, Exxon, and American Can had such a
strategy. There was sometimes a measurable link between share of the
market and return on investment, but that link was much less reliable
in the economic environment of the 1980s. In the search of
increased share of the market, firms might cut prices and hurt the
profit margins.
Another pricing objective used extensively in the past is to meet competition. Companies such as Goodyear and National Steel have used such
strategies. The steel industry, the tire industry, and many other fundamental industries in the United States are suffering greatly from such past
practices. Many firms are going bankrupt, and the survivors are being
forced to radically change their marketing strategies, including pricing.
Some firms set a profit-maximization objective, where the goal is to earn
«as much as possible». Such a policy cannot usually be implemented over
the long run because of competitive and government forces, but in the short
run it can be quite effective. Suppose, for example, a firm has spent millions of dollars developing a new product that can be copied relatively easy,
but for which the set-up time is 2 years or more. The firm could price
its product as high as «traffic will bear,» hoping to get back all its research
and development money and a reasonable profit return before competitors
entered the market. As competition entered, the firm would probably shift
to a more competitive pricing strategy, such as meeting competition.
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Pricing objectives are based on a firms overall objectives, the market segments being served, competition, market conditions, and many
other variables. The basic overall objective is to establish mutually beneficial exchange relationshi ps with selected target markets.
Pricing objectives should be influenced by other marketing decisions
regarding product design, packaging, branding, and promotion. All these
marketing decisions are interrelated.

4.7 Break-even analysis
One strategic decision marketing managers must make is whether or
not to produce a product at all. Break-even analysis is one tool that helps
in such decisions. It is used in both product and price decisions. Breakeven analysis tells them whether the firm would be able to make money
(or break even) at a particular price, given a certain sales volume.
Break-even analysis usually involves break-even charts that show total
costs and total revenues. Marketers can develop a series of break-even
charts to eliminate obviously unrealistic prices.

4.8 Pricing strategies
Lets say a firm has just developed a new product, such as video recorders. The firm has to decide how to price these recorders. One strategy would to price the recorders high to recover the costs of developing the recorder and to take advantage of the fact that there are few
competitors. A skimming price strategy is one in which the product is
priced high to make optimum profit while there is little competition.
A second strategy, therefore, is to price the recorders low. This would
attract more buyers and discourage others from making recorders because
the profit is so low. This strategy enables the firm to penetrate or capture a large share of the market quickly. A penetration strategy, therefore,
is one in which the product is priced low to attract more customers and
discourage competitors. The Japanese successfully used a penetration strategy with videotape recorders.

Some pricing terms

It is impossible to cover all pricing concepts in detail in this book.
However, you should at least-be familiar with the following terms:
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1. Adaptive pricing allows an organization to vary its prices based on
factors such as competition, market conditions, and resource costs. Rather than relying on one set price, the firm adjusts the price to fit different situations.
2. Competition-oriented pricing is a strategy based on what competitors
are doing. It may be the opposite of pricing leadership.
3. Cost-oriented pricing is the strategy of setting prices primarily on
the basis of cost. For example, retailers often use cost plus a certain
markup, and producers use a system of cost-plus pricing.
4. Customary pricing means that most sellers will adapt the product
to some established, universally accepted price such as the price for gum
or candy bars. Notice that when the customary price goes up, almost
all producers adjust their price upward.
5. Demand-oriented pricing is the strategy of setting prices on the basis
of consumer demand rather then cost. Sometimes different prices are
charged for different consumers (discriminatory pricing), as is the case
with movie theatres (less for children), and drugstores (senior citizens
get a discount).
6. Market price is that price that is determined by supply and
demand and is not controllable by the seller. For example, farmers
have a little control over the price they receive for grain or cattle.
Market prices exist for many goods and services besides farm
products.
7. Pricing leadershi p is the procedure by which all the competitors
in an industry follow the pricing practices of one or more dominant
firms. When one firm lowers or raises its prices, the others follow almost immediately. You may have noticed this tendency among oil companies and cigarette companies.
8. Product-line pricing is the procedure used to set prices for a group
of products that are similar but are aimed at different market segments.
For example, a beer producer might have a low-priced beer, (a popular-priced beer,) and a premium-priced beer.
9. Target pricing means that an organization will set some goal such
as a certain share of the market or a certain return on investment as a
basis for setting a price. Usually market conditions prevent a firm from
establishing prices this way, but such goals do give some direction to
pricing policies.
10. Uniform pricing, also known as a «single-price policy,» means that all
customers buying the product (given similar circumstances) will pay the
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same price. Although the most common policy in the United States, uniform pricing in many foreign markets, especially among private sellers.

4.9 Nonprice competition
In spite of the emphasis on the price in microeconomics theory,
marketers offer competition product attributes other than price. You may
have noted that price differences between products such as gasoline, cigarettes, candy bars, and even major products such as compact cars are
often small, if there is any price difference at all. Very rarely you will
see price used as a major promotional appeal on television. Instead marketers tend to stress product images and consumer benefits such as comfort, style, convenience, and durability.
Many organizations promote the services that accompany basic
products rather than price. The idea is to make a relatively homogeneous
product «better.» For example, airlines stress friendliness, promptness,
more flights, better meals, and other such services. Motels stress «no
surprises» or cable TV, swimming pools and other extras. Quite often
the reason marketers emphasize nonprice differences is because prices
are so easy to match. Few competitors can match the image of a friendly, responsive, consumer-oriented company.

Definitions of the Key Terms.
Break-even analysis  tells the manager whether the firm will
make money (or break even) at a particular price, given a certain sales
volume.
Skimming price strategy  one in which the product is priced high
to make optimum profit while there is little competition.
Penetration strategy  one in which product is priced low to attract
more customers and discourage competitors.
Odd pricing  pricing items a few cents under a round price to make
the product appear less expensive ($9.98 instead of $10).
Price lining  pricing products at certain set price rather than having
separate prices for individual items.
Markup  selling price minus cost.
Markup percentage  markup in dollars in selling price.
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Vocabulary

Break-even analysis  àíàëèç
áåçóáûòî÷íîñòè
Skimming price strategy  ñòðàòåãèÿ
ñíÿòèÿ ñëèâîê
Penetration strategy  ñòðàòåãèÿ
ñèëüíîãî âõîæäåíèÿ â ðûíîê
Odd pricing  ñòðàòåãèÿ ââåäåíèÿ
íåïàðíîé öåíû
Price lining  öåíîâàÿ øêàëà
Markup  ðîçíè÷íàÿ öåíà

Markup percentage  íàöåíêà
ðîçíè÷íîé òîðãîâëè â %
Competition oriented pricing 
óñòàíîâëåíèå öåí íà îñíîâå
óðîâíÿ ïîòî÷íûõ öåí
Cost-oriented
pricing

óñòàíîâëåíèå öåí íà îñíîâå
öåííîñòè òîâàðîâ
Customary pricing  ïðåäëàãàåìàÿ
öåíà
Demand-oriented pricing  óñòàíîâëåíèå öåí íà îñíîâå ñïðîñà

Comprehension questions:

1. Prepare written answers to the questions
1.What are pricing objectives?
2. How are prices determined?
3. Is break-even analysis the only technique for price setting?
4. How do retailers set the prices?
5 Why is not cost an effective basis for pricing?

2. Discussion questions: get ready with a short information, using
the questions as a plan.
1. Look around at the different shoes that students are wearing. What
product qualities were they looking for when they chose those shoes?
What was the importance of price, style, brand name, manufacturer reputation, and color? Do different students buy shoes for different reasons?
2. For each of the following products discuss whether a marketer
should emphasise prize, location or word of mouth in his or her promotional campaign and explain why:
a.Baby sitting;
b.A resort motel;
c.Bottled water;
d. A dentist;
e. A bank;
f. A candy bar.
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4.10. Give Benefits not Products
Successful marketers try to remain open and flexible, yet there is one
unchanging maxim which they share: customers dont buy products; they
seek to acquire benefits. Those few words hold the secret of many innovative organizations success. Customers do not buy a product for the
product itself. Customers buy clean floors, not floor polish. They buy security, not insurance policies; high performance engines (or status), not
Ferraris; better lubrication, not industrial cutting oil.
An innovative tool manufacturer realized, through the course of its
relationshi p with its customers, that a major problem on the production floor was the time lost in changing abrasive discs. The company
invested a great deal of time and money in seeking a solution, and invented a highly specialized system of binding grit to disc. The result was
a new disc, which had a much longer life and could be removed and
replaced much faster than the old type.
This gave the organizations customers the benefit of more efficient
production time and better value for money.
The benefit at the last example served a dual purpose: it gives the
customer the advantage of timesaving and cost-effectiveness and at the
same time solved a traditional problem of changing discs. The problem
in this case was a customer need, which had to be satisfied.
The concept of customer benefits shows the importance of an organization being oriented towards the customer, or market, rather than
the product. The organization cannot afford to adopt a narrow view of its
role by concentrating only on the product. An organization, for example, manufacturing adding machines in a marketing environment which
is moving towards calculators will soon find itself and its product obsolete. It must consider what the benefits of its product are  in this
case computing sums accurately and quickly  and make sure that it
is providing that benefit better than any other organization. If a better
or more cost-effective method of computing comes along, the customer
will naturally be attracted to that product which incorporates those developments and can therefore provide increased benefits.
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Vocabulary
to remain flexible  îñòàâàòüñÿ ãèáêèìè
maxim  ñåíòåíöèÿ, êðûëàòîå
âûðàæåíèå
seeking a solution  ïîèñê ðåøåíèÿ
efficient  ýôôåêòèâíûé
a dual purpose  äâîéíîå ïðåäíàçíà÷åíèå

cost-effectiveness  ýôôåêòèâíîñòü
èçäåðæåê; äîñòèæåíèå öåëè ñ
ìèíèìàëüíûìè
çàòðàòàìè;
êîììåð÷åñêè æèçíåñïîñîáíûé
obsolete  óñòàðåâøèé, âûøåäøèé èç óïîòðåáëåíèÿ, èçíîøåííûé
accurately  òî÷íî

4.11 PROMOTION
How do different organizations communicate with their various publics? Why is information so important? The answer is that the market
system, the business system, and the world trade system all need an
efficient two-way flow of information among producers, middlemen (for
example, wholesalers and retailers), and consumers. That need has led
to an explosive growth of computers to handle the information flow. Lets
discuss the difference between marketing communication and promotion.
• Marketing communication is a two-way exchange of information
between buyers and sellers. Organizations communicate with various
publics. Listening is the key to marketing communications.
• Promotion is a one-way attempt of marketers (buyers and sellers)
or persuade others to participate in an exchange relationship with them.
Promoters talk to others.
Marketing communication is a dialogue, and involves talking with.
Promotion is talking to. Both are necessary in successful marketing relationshi p, but the more talking with that occurs, the less talking to is
necessary.
Successful marketers have learned that organizations have many «publics» that must be considered in a marketing program. The first «public»
is the firms employees. An internal marketing program is one designed
to commit employees to the objectives of the firm. Like all marketing
efforts, internal marketing begins with listening and being responsive to
employees.
A marketing communication system consists of these three steps:
1. Listening to the various publics of an organization. This is called
«marketing intelligence» and «marketing research».
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2. Responding to that information by designing products and services that those publics want. This is called «corporate responsiveness».
3. Promoting the organization and its product to those publics to let
them know that the firm is listening, is responding, and does have the
desired products and services.
Marketing intelligence is a constant stream of information from many
sources, many of them unplanned. It consists of compliments and complaints from customers, letters, comments by employees, conversations
overheard in airports and millions of other bits and pieces of information packed up by the corporate executives, employees, and friends.
Marketing research, on the other hand, is the formal gathering of
data and information to learn about specific problems and issues. Marketing research data become part of marketing intelligence. The problem
with marketing research as the source for marketing decision making
is that research is done infrequently.
After an organization has listened to its publics, studied its internal
records, and its policies and procedures to meet the desires of others,
it is ready to promote. Pre-testing of promotional message helps assure
the organization tnat the message will be effective. The elements a promotion manager uses to reach the public is called the promotion mix
(see Figure 1).
Figure 1.
The promotional mix. This figure
shows that the product offer is
the central focus of the promotional mix. The offer is based on
consumer wants and needs. All
of the communication elements
are designed to promote the exchange of the product offer for
something of value.

A promotion mix is some combination of promotional tools (for
example advertising, personal selling, public relations, publicity, sales
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promotion, a good product or service, word-of-mouth) that can be used
to communicate to various publics.
Most companies develop a fixed attitude towards promotional expenditure which is often unrelated to its effectiveness.
Research indicates that the distinction between media or above-theline expenditure (newspapers, magazines, radio, posters, television) and
non-media or below-the-line methods (leaflets, point of sale catalogues,
brochures, exhibitions, trade gifts) tends to be reflected in long and short
term effects on sales; above-the-line expenditure resulting in long - term
sales development and below-the-line in short - term changes.
Each public calls for a separate mix. For example, consumers are usually most efficiently reached through advertising. Large organizations are
best reached through personal selling. To motivate people to buy now rather than later, sales promotion efforts such as coupons, discounts, special displays, premiums and so on may be used. Publicity adds support
to the other efforts and can create a good impression among all publics.
Sales promotion consists of those marketing activities that stimulate
consumer purchasing and dealer interest by means of such things as
displays, shows and exhibitions, and contests (see Figure 2).
Those free samples of products that people get in the mail; the centsoff coupons that they cli p out of the newspapers; the contests that various retail, stores sponsor; and those rebates that have been so popular
in recent years all are examples of sales promotion activities. Sales promotion programs supplement personal selling, advertising and public relations efforts by creating enthusiasm for the overall promotional program. Sales promotion activities also are directed at company employees (especially salespersons), wholesalers, retailers, and institutions such
as schools and hospitals.
Sales promotions can be both internal and external. It is important to
get employees enthusiastic about a sale as they are potential customers. The
most important internal sales promotion efforts are directed at salespeople
and other customer-contact persons such as complaint handlers and clerks.
Sales promotion keeps sales people enthusiastic about the company through
sales training; the development of sales aids such as flip charts, portable
audio-visual displays, and movies; and participation in trade shows where
salespeople can get deals. Other employees who deal with the public may
also be given special training to make them more aware of company programs and integral part of the total promotional effort.
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After enthusiasm is generated internally, it is important to get distributors and dealers involved so that they too become enthusiastic and
will co-operate by putting up signs and helping to promote product.
After the companys employees and salespeople have been motivated
with sales promotion efforts and middlemen are involved, the next step
is to promote to final consumers using samples, coupons, cents - off
deals, displays, store demonstrators, premiums, and other incentives
such as contents, trading stamps and rebates. Sales promotion is an
ongoing effort to maintain enthusiasm, so different strategies are used
overtime to keep ideas fresh.
Figure. 2

Sales promotion techniques

Displays ( store displays)

Lotteries

Contests (You may have won
Audio-visual aids 1 million)

Audio-visual aids
Catalogues

Samples (toothpaste, soap)

Demonstrations

Coupons (10 per.off)

Special events

Premiums (free glass when you buy
a meal)

Exhibits
Trading stamps

Shows (fashion shows)

Portfolios for
salespersons

Deals (price reductions)

Rebates (refunds
from producers)

Trade shows
Bonuses (buy one, get one free)

There are two ways to promote the movement of products from producers to the customers. The first is called a push strategy. In push strategy, the producer uses advertising, personal selling, sales promotion,
and all other promotional tools to convince wholesalers and retailers to
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stock and sell merchandise. If it works, consumers will then walk into
the store, see the product and buy it. The idea is to push the product down
the distribution system to the stores. One example of the push strategy
is to offer dealers one free case of beer or soda for every dozen cases
they purchase.
A second strategy is called a pull strategy. In a pull strategy heavy advertising and sales promotion is directed toward consumers. If it works,
consumer will go to the store and order the products. The store owner
will then order them from the wholesaler, who will order them from the
producer. Products are thus pulled down through the distribution system.
Word-of-mouth promotion encourages people to tell other people
about products they have enjoyed. Word-of-mouth is one of the most
effective marketers do not use to full effectiveness. Anything that encourages people to talk favorably about an organization is effective word of
mouth. Notice, for example, how stores use clowns, banners, music,
fairs and other attention getting devices to create word of mouth. You
can ask people to tell others about your product or even pay them to
do so. Samples are another way to generate word of mouth. But the best
way to generate word of mouth is to have a good product, provide good
services, and keep customers happy.

Vocabulary
promotion  ïðîäâèæåíèå
promotion
mix

ñïîñîáû
ïðîäâèæåíèÿ
sales promotion  ñòèìóëèðîâàíèå
ñáûòà
bonuses  âîçíàãðàæäåíèÿ
incentive  ñòèìóë

rebates  âîçìåùåíèå
pull strategy  ñòðàòåãèÿ âëèÿíèÿ
íà ïîêóïàòåëåé
push
strategy

ñòðàòåãèÿ
ïðîòåêöèè, íàïðàâëåííàÿ íà
óâåëè÷åíèå ñáûòà
word-of-mouth promotion  óñòíîå
ñâèäåòåëüñòâî â ïîëüçó òîâàðà

4.12. Advertising
Advertising is any paid form of nonpersonal presentation and promotion of products, services, or ideas by an identifiable individual or
organization. It flourishes mainly in free-market, profit-oriented countries. It is one of the most important factors in accelerating the distri156

bution of products and helping to raise the standard of living. Advertising
cannot turn a poor product or service into a good one. But what it can
do  and does  is to create an awareness about both old and new
products and services. So three main objectives of advertising are: (1) to
produce knowledge about the product or service; (2) to create preference for it; and (3) to stimulate thought and action about it.
Most people do not understand the difference among promotional tool
such as advertising, personal selling, publicity, and word-of-mouth.
Advertising is limited to paid, non-personal communication through
various media by organizations and individuals who are in some way identified in the advertising message. Word of mouth is not a form of advertising because it does not go through a medium, it is not paid for. Personal selling is face to-face communication and does not go through a
medium; thus it is not advertising. Note also that advertising may be used
by anyone, including non-profit organizations. Furthermore, advertising is different from propaganda in that the promoter is identified.
People have the false impression that advertising is not very informative. But the number one medium, newspapers, is full of information about products, prices, features, etc. Do you know that businesses
spend more on direct mail than on radio and magazines? Direct mail
(the use of mailing lists to reach an organizations most likely customers) is also very informative and a tremendous shopping aid for consumers. Each day consumers receive mini-catalogues in their newspapers or in the mail that tell them what is on sale, where, at what price,
for how long, and more. Thus advertising is informative.
The public benefits greatly from advertising expenditures. First, we
learn about new products, new features, sale items, and more. But we
also benefit from free radio and TV and subsidized newspapers and magazines. In short, advertising not only informs us about products but pays
for us to watch TV and get the news from magazines and newspapers.
Figure 3 describes the advantages and disadvantages of various advertising media to the advertiser.
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Figure. 3

Above - the - line advertising
Technique
or medium

Cost
effectiveness

Advantages

Disadvantages

TV

100

Users sight, sound and
motion; reaches all audiences; high attention with
no competition from other material.
Widest coverage, maximum control, rapid impact.

High cost; short exposure
time; takes time to prepare
adds. Difficult to give technical information, evaluation.
Difficult to plan.

Magazines

75

Can target specific audi- Inflexible; ads often must be
ences; very flexible, good placed weeks before publicafor local marketing, good tion; cost is relatively high.
use of colour, long life of
ad; ads can be cli pped and
saved.

Press
(national)

65

Good coverage of local
markets; ads can be places quickly; high consumer
acceptance; ads can be
cli pped and saved; easy to
plan.

Press
(local)

80

Easy to plan, good cover- Slow build up, poor for givage, relatively cheap.
ing technical information.

Radio

60

Low cost; can target spe- People may not depend on
cific audiences; very flex- listening to ads; on one
ible; good for local mar- sense, limited coverage.
keting.

Cinema

55

Posters

25
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Color and movement.

Ads compete with the other features in paper; poor
color ads get throw away
with paper (short life span);
limited impact.

Poor coverage; expensive.

Wide coverage; specific tar- Expensive, difficult to show
get.
benefits; slow to plan.

Direct mail

Specific target; can explain benefits; very flexible; ad can be saved.

Difficult to control, high
cost; slow build up.

Exhibitions

High visibility; and repeat
expensive
exposures;
needs careful planning.

Expensive; difficult to ensure
target group.

4.12.1 Classes of advertising
Different kinds of advertising are used by various organizations to
reach different «publics». Some major classes include:
Retail advertising - advertising to consumers by various retail stores
such as supermarkets and shoe stores.
Trade advertising - advertising to wholesalers and retailers by manufacturers to encourage them to carry their products.
Industrial advertising - advertising from manufacturers to other manufacturers. A firm selling motors to automobile companies would use industrial advertising.
Institutional advertising - designed to create an attractive image for
an organization. «We Care About You» at Giant Food is an example.
«Virginia Is For Lovers» and «I love New York» are two institutional
campaigns by government agencies.
Advertisers. Most companies that advertise extensively have advertising
managers, or brand managers. Because these people help to coordinate
the companys advertising program with its sales program and with the
companys advertising agency, they must have aptitudes for both advertising and management.
Media. All media use salesmen to sell advertising space or broadcasting
time. Media salesmen must be knowledgeable about business and skilled
in salesmanship.
Advertising agency. A variety of specialists is required in an advertising agency because it develops advertising programs, prepares advertisements, and places them in media. Those interested in advertising research
and fact gathering should know both statistics and consumer psychology. Competence in media planning and evaluation is essential for a career in media. The media buyer must identify and determine the most
effective media in which to expose the advertising messages, and purchase space or time in these media.
Copywriting requires creative writing skills and ability to visualize
ideas. The copywriter is a developer of advertising ideas and messages.
Layout, typography, and visualization are essential for those in art,
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both for print advertising and for television commercials. Printproduction
specialists must know printing, photoengraving, and typography.
Experience in show business, dramatics, photography, music, playwriting, and allied fields are excellent backgrounds for the television producer.
Besides, every agency needs the account executive to be a mediator
between an advertiser and an agency who should have accountant background and managerial skills.
Supplies and Special Services. Positions similar to some of those already described are offered by the following services that support advertising: marketing research organizations, television and radio producers,
film producers, art studios, photographers, producers of display materials, typographers, photoengravers, and product and package designers.
Job prospects. Opportunities for rapid advancement are generally
greater in advertising than in most other industries. How rapidly a person
moves up in responsibilities and pay is based largely on his own efforts,
more than on age or length of employment. For women, opportunities in advertising  at least in advertising agencies and in retailing 
tend to be greater than in most other business enterprises.
In general the rate of pay is comparable to that of business executives and
professional men, such as physicians and lawyers in the same community.

Vocabulary

advertising  ðåêëàìà
promotion  ïðîäâèæåíèå, ñîäåéñòâèå, ðåêëàìà
identifiable individual  êîíêðåòíûé ÷åëîâåê
free-market  ñâîáîäíàÿ ýêîíîìèêà ñâîáîäíîãî ðûíêà
accelerating the distribution 
óñêîðåíèå ñáûòà
to raise the standard of living 
ïîäíÿòü æèçíåííûé óðîâåíü
to create an awareness  äåðæàòü
â êóðñå; ñîîáùàòü
to produce knowledge  çä. ñîçäàòü
èíôîðìàöèþ; ðàñïðîñòðàíÿòü çíàíèÿ
to create preference  ñîçäàòü
ïðåäïî÷òåíèå
media  ñðåäñòâà ìàññîâîé èíôîðìàöèè
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to draw people  ïðèâëåêàòü ëþäåé
to have aptitudes  èìåòü ñïîñîáíîñòè, íàêëîííîñòè
evaluation  îöåíêà
to purchase space or time  ïîêóïàòü ìåñòî èëè âðåìÿ
copywriting  ïîäãîòîâêà ìàòåðèàëîâ
commercials  òåëåâèçèîííûå ðåêëàìíûå îáúÿâëåíèÿ, ïåðåäà÷è
lay-out  ìàêåò
typography  ïîëèãðàôèÿ
photoengraving  ôîòîêëèøå
dramatics  àêòåðñêîå ìàñòåðñòâî
playwrighting  äðàìàòóðãèÿ
a mediator  ïîñðåäíèê

Vocabulary

to have an accountant background  retailing  ðîçíè÷íàÿ òîðãîâëÿ
èìåòü áóõãàëòåðñêîå îáðàçîâàíèå allied fields  áëèçêèå, ðîäñòâåírapid advancement  áûñòðîå ïîâûøåíûå ñôåðû äåÿòåëüíîñòè
íèå, ïðîäâèæåíèå, óñïåõ
to move up in responsibilities  ïðîäâèãàòüñÿ ïî ñëóæåáíîé ëåñòíèöå,
íåñòè áîëüøóþ îòâåòñòâåííîñòü

4.13 Publicity
Publicity is one function of the public relations department. Publicity is any information about an individual, a product, or a organization
that is distributed to the public through the media, and that is not paid
for, or controlled by, the sponsor. You might prepare publicity release
describing the new product and how it works and send it to the various media. Release of the news about the product will reach many potential buyers (and investors, distributors and dealers), and you will be
on your way to becoming a wealth marketer.
Publicity is an effective complement to other tools of marketing promotion such as advertising, personell selling, and sales promotion.
Publicity often has several advantages over other marketing promotions, such as advertising. For example, publicity may reach people who
would not read an advertising message. Publicity may be placed on the
front page of the newspaper or in some other very prominent position.
Perhaps the greatest advantage of publicity is its believability. When a newspaper or magazine publishes a story as news, the reader treats the story
as news, and news is more believable than advertising. Of course, publicity is also much cheaper than advertising, because it is published free.
There are several disadvantages of publicity as well. The
media do not have to publish a publicity release, and most are thrown
away. Furthermore, the story may be altered so that it is not so
positive. There is good publicity and bad publicity. Once a story has
run, it is not likely to be repeated. Advertising, on the other hand, can
be repeated as often as needed.
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Vocabulary
public relations  îòäåë îáùåñòâåííîãî ìíåíèÿ
publicity  ãëàñíîñòü
personal selling  èíäèâèäóàëüíàÿ
ïðåçåíòàöèÿ
prospect  ïîèñê è îöåíêà ïîòåíöèàëüíûõ ïîêóïàòåëåé
pre-approach  ïðåäâàðèòåëüíàÿ
îöåíêà è èçó÷åíèå ïîòåíöèàëüíîãî ïîêóïàòåëÿ
approach  ïîäõîä ê êëèåíòó
make presentation  äåìîíñòðàöèÿ
òîâàðà
answer objections  îòâåò íà
çàìå÷àíèÿ
close sale  îñóùåñòâëåíèå îïåðàöèè

follow-up  ïðîâåäåíèå äî êîíöà
ðàáîò ïî îñóùåñòâëåíèþ îïåðàöèè
promotion  ïðîäâèæåíèå
promotion mix  ñïîñîáû
ïðîäâèæåíèÿ
advertising  ðåêëàìà
sales promotion  ñòèìóëèðîâàíèå
ñáûòà
bonuses  âîçíàãðàæäåíèÿ
incentive  ñòèìóë
rebates  ñêèäêè, óñòóïêè
pull strategy  ñòðàòåãèÿ âëèÿíèÿ
íà ïîêóïàòåëåé
push strategy  ñòðàòåãèÿ íàïðàâëåííàÿ íà óâåëè÷åíèå ñáûòà
word-of mouth promotion  äàííûå
â ïîëüçó òîâàðà

4.14. Product-Market Strategy
Product-market strategy is the term used to describe all the decisions, which the organization makes about its target markets, and the
products is offers to those markets. The use of the word strategy is
important, for it implies a chosen route to a defined goal and suggests
long-term planning. This is quite different from tactical activities,
which are used to achieve short-term objectives by gaining immediate
results. Product-market strategy represents a decision about the current and
future direction of the organization.
Product-market strategy must be developed in the most cost-effective manner, paying attention to cash flow and profitability requirements.
To minimize costs at the outset, a sound marketing approach will usually attempt to increase profits and cash flow from existing markets. The
following examples can help illustrate the total strategy at work.
Market penetration. Heinz revamped its marketing strategy to increase
consumption of its tinned soups. This product was traditionally a winter
purchase, but Heinz successfully promoted the idea of celery soup, drunk
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hot or cold, as a suitable summer purchase. The product attributes of celery
were linked with concepts of slimming and refreshment on summer days.
Market development. A British hotel chain opened up a new market by offering Leisure Learning weekends in its hotels.
Product range extension. A European breakfast cereal manufacturer
brought out a new variety pack to appeal to young children who liked
the freedom of choosing a new cereal each morning.
Product development. Manufacturers of digital watches soon combined
the watch function with an alarm component. This not only attracted
customers who liked the novelty of the idea, but seriously threatened the
traditional watch market.

Vocabulary
to imply  ïîäðàçóìåâàòü
long-term planning  äîëãîñðî÷íîå ïëàíèðîâàíèå
profitability  ðåíòàáåëüíîñòü
cash flow  îáîðîò íàëè÷íûõ äåíåã
sound approach  ïðàâèëüíûé,
çäðàâûé ïîäõîä

short-term objectives  êðàòêîñðî÷íûå öåëè
to gain  ïîëó÷àòü, ïðèîáðåòàòü, âûèãðûâàòü
market penetration  ïðîöåíò îõâàòà ðûíêà
consumption  ïîòðåáëåíèå
purchase  ïîêóïêà, ïîêóïàòü
to revamp  (ðàçã.) ïî÷èíÿòü,
ïîïðàâëÿòü, ìîäåðíèçèðîâàòü

4.15. Matching Products and Markets
Marketing has been defined as the process of matching organizations
resources with customer needs. The result of this process is a product. The
need, therefore, for the organization to remain dynamic is obvious because the product is the only key to the organizations solvency and
profitability. No matter how else the organization runs itself cost-effectively and sensibly, if the product is not selling well, then the money
simply will not be coming in. Company and consumer are interdependent.
Successful product management depends on the organization knowing
how and if the current product range meets consumer and organizational
objectives.
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The most important attitude towards product management is to view
the product as only one part of the marketing mix, which also includes
price, place and promotion. In this way, the product is viewed as a variable, which can be adapted or even changed radically to meet a changing
market. How it can be changed will depend on several factors within and
outside the organization, including the organizations resources, market conditions and opportunities and competitive threats.

Vocabulary

to match  ñîîòâåòñòâîâàòü
solvency  ïëàòåæåñïîñîáíîñòü
resources  ñðåäñòâà, âîçìîæíîñòè, ðåñóðñû
sensibly  ðàçóìíî
management  óïðàâëåíèå
at the outset  âíà÷àëå
to run  âåñòè, îðãàíèçîâûâàòü
äåëî
product management  óïðàâëåíèå ïðîèçâîäñòâîì
current  òåêóùèé, íàõîäÿùèé-

ñÿ â îáðàùåíèè
range  îáúåì, àññîðòèìåíò
promotion  ñîäåéñòâèå ïðîäâèæåíèþ,
ñòèìóëèðîâàíèå,
ðåêëàìà
sales promotion  ñòèìóëèðîâàíèå ñáûòà
variable  èçìåí÷èâûé, íåïîñòîÿííûé, ïåðåìåííàÿ âåëè÷èíà
opportunities  áëàãîïðèÿòíûå
âîçìîæíîñòè
threat  óãðîçà

4.16. Branding
Products can be sold as unbranded commodities.
What is the power of brands? Would you buy unpackaged, unbranded breakfast cereal from a street-trader? Would you buy perfume as a
present for a female relative if it came in an unlabelled brown bottle?
Would you buy an anonymous microcomputer from an anonymous
source? Branding saves us much time as consumers. A simple word or two
comes to represent a wealth of associations. Consumers learn to place some
reliance upon brand names when evaluating competing products. In services, too, branding can serve the consumer by offering consistent, identifiable services, which might reduce confusion and save on search time.
Marks & Spencer is the top brand in Britain according to a survey
in 1988. It scored highest on awareness and on how highly regarded it
was by members of the public. An interesting comparison is between
Britain and Europe. Top brands across Europe are dominated by car
manufacturers. In all cases it is the corporate identity that dominates.
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There are several options in brand strategy. A company can sell under its own brand or under that of another company. In the latter case
it is often a retailers own label. In using the companys brand a choice
will be needed between using a family brand name for all that firms
brands as opposed to giving each product an individual brand name.
Some companies attempt to obtain the benefits of both strategies by
family branding and at the same time having several sub-brands. Ford
puts its name on all its cars, which also have individual brand names.
The Lever subsidiary Birds Eye Walls is now creating sub-brands in
frozen foods with Menu Masters and Captain Birds Eye. An alternative
trend is seen in Reckitt and Colmans food and wine division, where
strong brands in several product fields (Colmans mustard, Gales honey, Jiff lemon, Robinsons barley water, Moussec, Veuve du Vernay,
Bulls Blood) are being brought under the umbrella of the corporate
brand of Colmans of Norwich.

Table 3

Survey of brand names:

Top
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.

brands in Britain
Marks & Spencer
Cadbury
Kellogg
Heinz
Rolls-Royce
Boots
Nescafe
BBC
Rowntree
Sainsbury

Top brands in Europe
1. Mercedes
2. Phili ps
3. Volkswagen
4. Rolls-Royce
5. Porsche
6. Coca-Cola
7. Ferrari
8. BMW
9. Michelin
10. Volvo

Vocabulary
brand  òîðãîâàÿ ìàðêà ôèðìû
unbranded commodities  íåìàðêèðîâàííûé òîâàð
reliance  äîâåðèå
to evaluate  îöåíèâàòü
competing products  êîíêóðèðóþùèå òîâàðû

to reduce confusion  óìåíüøèòü
ïóòàíèöó, áåñïîðÿäîê, íåðàçáåðèõó
subsidiary  äî÷åðíåå ïðåäïðèÿòèå
trend  òåíäåíöèÿ
sub-brand  ïîäíàçâàíèå, ïîäìàðêà
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4.17. Product Brands and Trademarks
In developing and managing products, companies must make decisions about branding, packaging, and labeling  three factors that affect the buyers perception of the product. These elements are particularly important in consumer goods. Manufacturers of industrial products,
are concerned about product identification. That is why branding ranks
the first in the list.
A brand is a way of identifying a product through a unique name or
design that sets the product apart from those offered by competitors. Tide,
Oldsmobile, and Bic are brand names. McDonalds golden arches, the
Jolly Green Giant, the Pillsbury doughboy, the AT&T globe, and the
Prudential rock are brand symbols.
Brand names may be owned by producers of a product as well as by
wholesalers and retailers. Sears Roebuck, for example, buys appliances
from many manufacturers and sells all of them under its Kenmore
brand. A&P, the supermarket chain, purchases canned fruits, jellies, rice,
household cleaning products, and frozen foods from hundreds of different
suppliers and offers them under the Jane Parker, A&P, and Ann Page
brand names. Brands owned by national manufacturers are called national
brands. Brands owned by wholesalers and retailers, such as Sears and
A&P, are private brands.
As an alternative to branded products, some retailers also offer generic products, which are packaged in plain containers bearing only the
name of the product. These products are most often standard rather than
first quality. They cost up to 40 percent less than brand-name products
because of lower quality, plain labels, and lack of promotion. Generic
goods have found a definite market niche, as a look at your local supermarket shelves will demonstrate. However, sales of generics have declined
since 1982, partly because inflation has moderated, partly because consumers are disappointed with the uneven quality, and partly because
brand-name producers have fought back with cents-off coupons that reduce the generics cost advantage.
Brand names and brand symbols may be registered with the United States Patent and Trademark Office as trademarks. A trademark is a
brand that has been given legal protection so that its owner has exclusive rights to its use. Because a well-known name is a valuable asset and
generates more sales than an unknown name, manufacturers zealously
protect their trademarks. The Coca-Cola Company, for example, em166

ploys 40 people whose job is to look out for improper use of the names
Coke and Coca-Cola. Another danger is that the name will become so
widely used that no longer qualifies for protection under trademark laws.
This is precisely what happened to Parker Brothers when a federal court
held that the name Monopoly has become a generic term. Other companies are now free to use the title without paying Parker Brothers a penny.
SPECIAL TERMS

Brand: Any name, term, sign, symbol, design, or combination of
these that is used to identify the products of a firm and to differentiate
them from competing products.
National brands: Brands owned by a manufacturer and distributed nationally.
Private brands: Brands that carry the label of a retailer or wholesaler
rather than a manufacturer.
Generic products: Products of minimum quality in plain packaging that
bears only the name of the item, not of its producer.
Trademark: Brand that has been given legal protection so that its owner
has exclusive rights to its use.

4.18. Transportation
For any business, the cost of transportation is normally the largest
single item in the overall cost of physical distribution. It doesnt necessarily
follow, however, that a manufacturer should simply pick the cheapest
available form of transportation. When a firm chooses a type of transportation, it has to bear in mind its other marketing concerns  storage,
financing, sales, inventory size, and the like. The trick is to maximize the
efficiency of the entire distribution process while minimizing its cost.
Transportation, in fact, may be an especially important sales tool. If the
firm can supply its customers needs more quickly and reliably than its
competitors do, it will have a vital advantage. In addition, speedy delivery is crucial in some industries. A mail order distributor sending fruit
needs the promptness of air freight. Thus it may be more profitable in
the long run to pay higher transportation costs rather than risk the loss
of future sales.On the other hand, a manufacturer shipping lingerie may
be perfectly satisfied with slower (and cheaper) truck or rail transport.
Recent reports indicate that transportation management is one of the
bright spots in productivity.Between 1990 and 1995, shippers saved a lot
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on their freight costs. There are several reasons for the improvement,
including better fuel prices, a shift away from heavy manufacturing, and
deregulation of the transportation industry. Astute management and hard
bargaining have also had something to do with it. For example, when
General Motors decided to build a new loading facility in Lansing,
Michigan, it pressured railroad officials to build a $2 million track extension. Now finished cars move directly from the assembly line onto
trains, eliminating the need to drive the cars to the parking lot where
they used to sit  sometimes for days  before being shipped.

4.19. Cash and carry
This group has stores all over world and trades under several different banners. Each banner usually runs its own independent promotion. However, all stores have to take part in corporate promotions for
which the head office provides heavy media support.
The group has considerable experience with continuity promotions
and is currently running a copper kitchenware program supported by
daily contests on local radio. Store traffic has increased during the promotion.
The group feels that customer loyalty has slightly decreased in recent years. Continuity promotions are one way of encouraging loyalty.
However, the group has some reservations about the results of such
programs. Sales figures and customer count often decline again when a
promotion finishes.
C&C stores feel that their customers generally read very little, but that
they would buy attractively illustrated books for themselves or their children. They would, however, be unlikely to spend more than $10 on a book.
C&C stores would agree to buy books centrally through head office
if it was for a long-term promotion. Furthermore, every C&C Stores
manager has a profit objective and would expect a percentage commission on book sales. Finally, they would not wish to be invoiced for unsold books.
Keys:
1) 1.  c)
2.  b)
3.  c)
2) 1. t, 2. f,
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4.  b)
7.  c)
5.  d)
8.  b)
6.  b)
9.  b)
3. t, 4. t, 5. f, 6. f, 7. t, 8. f.
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Unit 5

BANKING
ÁÀÍÊÎÂÑÊÎÅ ÄÅËÎ
5.1. Money (Äåíüãè)
5.2. Current Accounts (Òåêóùèå ñ÷åòà)
5.3. Deposit Accounts (Äåïîçèòíûå ñ÷åòà)
5.4. Foreign Exchange (Îáìåí âàëþò)
5.5. Credit Cards (Êðåäèòíûå êàðòî÷êè)
5.6. Travelers Cheques (Äîðîæíûå ÷åêè)
5.7. Bank Loans (Áàíêîâñêèå êðåäèòû)
5.8. Importing and Exporting Money (Èìïîðò, ýêñïîðò äåíåã)
5.9. Bank Organization (Îðãàíèçàöèîííàÿ ñòðóêòóðà áàíêà)
5.10. New Services in Banking (Íîâûå óñëóãè â áàíêîâñêîì äåëå)
5.11. Automatic Cash Dispensers (Áàíêîìàòû)
5.12. Depositing Money with a Bank (Äåïîçèòíûå âêëàäû â áàíê)
5.13. Applications for Loans (Îáðàùåíèå çà êðåäèòîì â áàíê)
5.14. Bank Investments (Áàíêîâñêèå èíâåñòèöèè)
5.15. Methods of Payment (Âèäû ïëàòåæåé)
5.15.1. Bill of Exchange (B/E) (Ïåðåâîäíîé âåêñåëü, òðàòòà)
5.15.2. Documentary Letter of Credit (Äîêóìåíòàðíûé
àêêðåäèòèâ)
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5.1. Money
Money is used for buying or selling goods, for measuring value and
for storing wealth. Almost every society has a money economy based on
coins and paper bills of one kind or another. However this has not always been true. In primitive societies a system of barter was used. Barter was a system of direct change of goods. Somebody could exchange a
sheep, for example, for anything in the market place that they considered to be of equal value. Barter, however, was a very unsatisfactory
system because peoples needs seldom coincided. People needed more
practical systems of exchange and various money systems developed
based on goods which members of society recognized as having value.
Cattle, grains, shells, feathers, salt, elephant tusks and tobacco have all
been used.
Precious metals gradually took over because they were portable,
durable, recognizable and divisible into larger and smaller units of
value. A coin is a piece of metal usually disk-shaped, which bears lettering, designs or numbers showing its value. Until the 18th and 19th
centuries coins were given monetary worth based on the exact amount
of metal contained in them, but most modern are based on face value  the value that governments choose to give them, irrespective of
the actual content.
Most governments issue paper money in the form of bills, which
are really ready to pay. Paper money is obviously easier to handle and
much more convenient in the modern world.
Cheques and credit cards are being used increasingly and it is possible to imagine a world where money in the form of coins and paper
currency will no longer be used.
The British currency is the pound sterling. In each pound there are
100 pence. Pounds are indicated by the symbol W before the amount.
Pence are indicated by the letter p. Five pounds is written therefore
as W5, fifty pence as 50p. If one wants to combine the two, the p is
dropped. For example, nine pounds and fifty seven pence is written as
W9.57.
British currency uses both notes and coins: the one pound piece
(W1); the fifty pence piece (50p); the twenty pence piece (20p); the ten
pence piece (10p); the five pence piece (5p); the two pence piece (2p);
the one pence piece (1p). Each coin has the date, it was minted,
stamped on one side.
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There are five denominations of notes. The lowest note in value is
the W5 note, the highest is the W100 note. In between these, there is the
W10, W20, and W50 note. Every note has a serial number to show when
it was issued and a watermark to prevent forgeries (false notes).

Vocabulary
to mint coins  ÷åêàíèòü ìîíåòû
forgery  ôàëüøèâûå äåíüãè,
ïîääåëêà äîêóìåíòîâ

to handle  îáðàùàòüñÿ, äåðæàòü
â ðóêàõ

5.2. Current Accounts
There are different kinds of accounts. The most popular is the current account. A current account pays no interest but it has other advantages. Firstly, it enables people to keep their money in a safe place. Secondly, it allows them to withdraw it at any time. Thirdly, it provides
them with a cheque book so that they do not have to carry a lot of cash.
To open a current account it is necessary to see the branch manager. He has to decide whether the applicant is likely to keep the account
in credit (in the black). A current account holder can only overdraw with
the managers permission. The manager will therefore want to meet the
applicant to get the necessary background information. For example, he
will want to know the applicants occupation and his place of work. He
will also probably want a reference from his/her employer. If, after the
interview, the manager is satisfied with the applicant, he will approve
(agree to) the application, arrange for the applicant to be given a cheque
book and arrange for a monthly statement to be sent to him/her.

5.3. Deposit Accounts
A deposit account is another popular kind of account. It has advantages over a current account. First of all, it is easier to open than a current
account. There is no need to see the manager. A customer only has to
fill in a form and then deposit the minimum amount of money required
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by the bank. The customer is then given a passbook, which he must
bring to the bank every time he wishes to withdraw or deposit money.
The passbook is the customers record of the account.
Secondly, a deposit account earns interest for the customer. The bank
invests the money that the customer pays in and, in return, the bank
pays the customer interest. The rate of interest in the U.K. is not fixed
but it is usually between 510 %.
However, a deposit account has certain disadvantages too. In the U.K.
at the moment the maximum a customer can withdraw in one day is
W20. Another disadvantage is that the customer receives no chequebook
and therefore he cannot pay bills so easily.

5.4. Foreign Exchange
In most countries it is possible to buy and sell currencies through
the bank. Each day the head offices of banks announce the latest exchange rates. These rates are usually displayed on a board in each branch.
The banks buy high and sell low.
The bank will sell, for example, to an Englishman going to Australia, $2.00 for every W1. The bank will buy Australian dollars, for
example, from a tourist at $2.06 for every W1. The banks also charge a
commission. In the UK it is usually 0.5 %.
However, foreign exchange is not an open market (unrestricted). You
cannot go into a bank and buy as much as you want of any currency. The
amount of currency that can be imported or exported is subject to each
countrys Exchange Regulations. Many countries want to import as much
foreign currency as possible but strictly limit the export of their own
currency.

Vocabulary
aptly  ñîîòâåòñòâóþùèì îáðàçîì, áûñòðî, ëåãêî, ìåòêî
capital movements  äâèæåíèå
êàïèòàëà
claim  òðåáîâàíèå, ðåêëàìàöèÿ
conclude (v)  çàêëþ÷àòü
conversion  êîíâåðñèÿ

convertibility  êîíâåðòèðóåìîñòü
current transactions  òåêóùèå
ñäåëêè
dealer  äèëåð, ïîñðåäíèê
dealings  êîììåð÷åñêèå ñäåëêè
domiciliate (v)  îáîçíà÷àòü ìåñòî ïëàòåæà ïî âåêñåëþ
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Eurodollar market  ìåæäóíàðîäíûé åâðîäîëëàðîâûé ðûíîê
excess funds  èçáûòî÷íûé
êàïèòàë
foreign exchange  èíîñòðàííàÿ
âàëþòà
money movements  äâèæåíèå
äåíåã

nonresident  íåðåçèäåíò
partial convertibility  ÷àñòè÷íàÿ
êîíâåðòèðóåìîñòü
place  ðàçìåùàòü, âûïóñêàòü íà
ðûíîê
two-tier market  äâóõúÿðóñíûé
âàëþòíûé ðûíîê

5.4.1. Foreign Exchange
International trade and more important international money and
capital movements are, the basic of foreign exchange dealings. Take a
simple example: if a Swiss exporter sells a machine to a Japanese buyer, to conclude the transaction, the yen which the Japanese businessman has available will have to be changed into Swiss francs, the currency sought by the supplier of the machine. Or if Continental banks
want to place excess funds in the Eurodollar market rather than in their
own domestic markets, they have to buy dollars against local currency.
The observation of the French economist Gaetan Pirou, that foreign
exchange deals spring from the coexistence between the internationalism
of trade and the nationalism of currencies, thus aptly describes at least
the oldest origin of this metier. Clearly, the day that sees the arrival of
a single world currency will also witness the disappearance of foreign
exchange business.
All claims to foreign currency and playable abroad, whether consisting of funds held in foreign currency with banks abroad, or bills or
cheques, again in foreign currency and payable abroad, are termed foreign exchange. All these claims play a part in the relations between a bank
and its customers. In the trading of foreign exchange between banks,
which is the job of the foreign exchange dealer, only foreign currency
held with banks abroad is concerned.
Foreign banknotes are not foreign exchange in the narrower sense.
They can be converted into foreign exchange, however, provided they
can be placed without restriction to the credit of an ordinary commercial account abroad. The exchange regulations of some countries do not
allow this conversion of banknotes into foreign exchange, although the
operation in reverse is nearly always permitted.
A currency, whether in foreign exchange or banknotes, is usually
called convertible if the person holding it can convert it, in other words
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change it freely into any other currency. A distinction needs to be made,
however, between unrestricted convertibility and the various forms of
partial convertibility. The Swiss franc, for example, is fully convertible
whether the holder is resident in Switzerland or abroad and regardless
of whether it is a matter of current payments or financial transactions.
Many countries, on the other hand, recognize only external or
nonresident convertibility.

Vocabulary

Practice

Tips for travelers
Ñomplete the sentences below, using these expressions: have to, dont
have to, should, shouldnt, cant.
a) You ... keep a separate record of all your important documents
when you go on an overseas tri p.
b) You ... show your passport when you change travelers checks.
c) You ... be able to speak a few words of the language of any country you visit.
d) If you only take two bottles of spirits into Japan, you ... pay duty.
e) You ... carry a lot of cash with you when you travel.
f) If you want to take more than 200 cigarettes into the U.K., you
... pay duty.
g) You ... bring illegal drugs through customs.
h) You ... fly without travel insurance.

5.5. Credit Cards
Many banks now offer credit cards to their customers. Any customer
can apply for a credit card. If the bank thinks the customer is a good risk,
it will issue him with a card and inform him of his personal credit limit
(maximum he can borrow).
For example, the bank might allow a customer a limit of W250 per
month. This means that every month the customer can use his card to
pay for W250 worth of goods and services or to borrow W250 in cash,
travelers cheques or foreign currency. It does not matter if the customers bank account is empty when he spends or borrows the W250. The
bank will cover him up (pay) to his credit limit.
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At the end of the month the bank will send a statement to the customer. Provided the customer clears his account every month the facility
will cost him nothing. He will have a months credit free (pay all debts).
However, if the customer falls to clear his account every month he
will be charged 2 % interest per month on the outstanding balance (the
amount due).
This alternative form of money (credit) can become very expensive,
therefore.

5.6. Travelers Cheques
When travelling abroad it is always wise to carry your money in travelers cheques because cheques are protected against loss or theft. If your
cheques are lost or stolen the issuing authority will refund your money (give back).
They are not only safe, they are also convenient. They are available
in different denominations (amounts) and different currencies and they
can be cashed at most banks throughout the world. Most shops, hotels
and restaurants also accept them.
To obtain travelers cheques you usually go to your bank. They can
be paid for in cash or debited to your account. Large amounts, however, must be ordered in advance.
For the safety and convenience of travelers cheques you are charged
(have to pay) two commissions. An insurance commission (usually 1 %)
when you buy them and an encashment commission (this varies) when
you cash them.
They are very easy to use. When you collect them you sign each
cheque once. The cashier may enter the amount with your passport.
When you cash them you sign each cheque again. The cashier will usually ask to see your passport again too.
It is advisable to make a note of the serial numbers and denominations of your cheques in case they are lost or stolen. Keep this separate from the cheques.
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5.7. Bank Loans
Recently banks have started to offer many new facilities (services)
to their customers. There are new types of accounts, cheque cards, cash
cards, credit cards, insurance cover, investment services (methods for
the bank to invest your money for you).
However, (but) one of the most important services banks offer is
that they lend money to the customers. The methods available for a customer to borrow from his/her bank and the rate of interest he/she is
charged vary from country to country and bank to bank.
One way of borrowing is to overdraw (draw out more than you have
in) on your account. This is useful if you only wish to borrow a small
amount for a short time. The interest rate on overdrafts depends upon
the bank rate (rate fixed by government). In the UK at the moment it
is 12 % over the base rate, i.e. 23 % (that is).
Of course you can only have an overdraft with your managers permission.
Another way is to arrange a personal loan. A personal loan is for
a short period of time, usually 35 years. Many people take out a personal loan, for example, to buy a car. Each month the customer makes
a payment on the loan to the bank. The main advantage of a personal loan
is that the interest rate is fixed. In the UK at the moment it is 19 %.
In many countries it is possible to borrow money for longer periods, e.g. up to 25 years. This is often necessary when buying a house or
a business.
The interest rate on long-term loans depends upon the base rate. At
the moment it is 1.25 % over the base (minimum lending rate). Of
course, for both a personal loan and a long-term loan the bank requires
some kind of security, e.g. shares.
All banks lend money.
An overdraft is an expensive way to borrow money.
The base rate is 11 %.
Long-term loans are cheaper than personal loans.

Vocabulary
to overdraw  ïðåâûñèòü êðåäèò
íà áàíêîâñêîì ñ÷åòó
an overdraft  ïðåâûøåíèå
êðåäèòà

interest rate  ïðîöåíòíàÿ ñòàâêà
ïî âêëàäàì, ñ÷åòàì
securities  öåííûå áóìàãè
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5.8 A LOAN AGREEMENT
5.8.1 Expenses, Fees
1.The borrower agrees, whether or not any of the transactions hereby contemplated and consummated (except where the said transactions are
not consummated due to the Lenders default), to bear and pay reasonable expenses including but not limited to the legal fees incurred by the
Lender in relation to the negotiation, preparation, modification and execution of this agreement (hereinafter called the Documentation expenses). The Borrower shall reimburse the Lender within thirty (30( days after
receipt by the Borrower of the Lenders reasonably supported invoices for
the Documentation Expenses. The amount of the Documentation Expenses
to be reimbursed by the Borrower as the Documentation Expenses incurred
during the period up to and including the Drawdown date shall not exceed One Thousand United States dollars (USD 1,000) as far as the expenses are imposed by Russia, United Kingdom and Japan.
2. If the borrower fails to pay when due any amount hereunder the
Borrower shall pay upon demand with supported invoices such further
amounts as shall be sufficient to cover the reasonable costs, the expenses, including reasonable legal fees, incurred by thr Lender in enforcing any of its rights hereunder (Enforcement Expenses).
The Documentation Expenses and the Enforcement Expenses are
hereinafter collectively referred to as Expenses.
3.The Borrower shall bear all its own costs and fees including the
legal fee for the Borrowers legal opinion.
4.As a management fee, the Borrower shall pay to the Lender the
amount of Four Thousand ninety six point Zero Two United States Dollars (USD 4,096. 02), hereinafter called the Management Fee, within
thirty (30) days signing this agreement, the Management Fee shall be
nonrefundable.

Vocabulary
to contemplate  ðàññìàòðèâàòü
due to  èç-çà
due  ïîäëåæàùèé îïëàòå
when due  ïðè íàñòóïëåíèè ñðîêà
to incur expenses (syn. to pay, to bear
expenses, to cover)  íåñòè
ðàñõîäû
to reimburse  âîçìåùàòü
reimbursement  âîçìåùåíèå
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invoice  ñ÷åò
to exceed  ïðåâûøàòü
to enforce  îñóùåñòâëÿòü
upon demand  ïðè ïåðâîì
òðåáîâàíèè
to refund  âîçâðàùàòü
non-refundable  íå ïîäëåæàùèé
âîçìåùåíèþ

5.8.2 Overdue Payments
If the Borrower fails to make any required payment with respect to
the payment of the loan, payment of the Interest, payment of the Management Fee, or any other items payable under this Agreement on the
date(s) due, all such overdue amounts shall bear interest, payable on
demand, from and including the due date to and including the date of
actual payment, at the rate of 2,375% per annum over and above the
week, one month, three month or six month LIBOR determined on
the due date(s) and from time to time thereafter for successive interest periods for as long as such amount remains unpaid, hereinafter called
the Overdue Interest.
The applicable LIBOR shall be the arithmetic mean, rounded upward, if necessary to the nearest whole multi ple of 1/16 of 1% of the
relevant LIBOR for deposits in the United States Dollars as quoted on
the Reuters monitor page LIBO as or about 11:00 a.m., London
time on the due date(s) and thereafter for each successive Overdue
Interest Period as defined below, on the second business day in London, England prior to the first day of each such Overdue Interest Period.
The lender shall in its discretion determine the interest period with
respect to any overdue amount, Overdue Interest Period. The Overdue
Interest shall be calculated on a 360 day year basis, by counting the
actual number of days elapsed in that period.
Any payment made by the Borrower after such a failure shall be
applied first to the Expenses and the Management Fee, then to
repayment(s) of the Loan overdue.

Vocabulary
overdue (payment)  ïðîñðî÷åííûé,
çàäåðæàííûé (ïëàòåæ)
payable  ïîäëåæàùèé îïëàòå
actual  ôàêòè÷åñêèé
rate  ñòàâêà

at the rate of per annum  èç ðàñ÷åòà â ãîä
to succeed  ñëåäîâàòü çà
successive  ïîñëåäóþùèé
to apply  ïðèìåíÿòü
applicable  ïðèìåíÿåìûé
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5.8.3 Disbursement
1.For the purpose of the Loan provided in Article 2, the parties
hereto agree that the disbursement shall be made directly to the Sellers bank account upon the Borrowers request.
The Borrower shall send the drawdown notice by telefax in the form
of exhibit C attached hereto, the Drawdown Notice. Such Drawdown
Notice must be accompanied by the Sellers invoice.
The disbursement shall be made on the fifth business day after, not
including, the Lenders receipt of Drawdown Notice.
The final Drawdown Date shall not be later than November 29, 200
2. In case any payment hereunder becomes due on a day which is
not a business day, the payment shall be made on the next succeeding
business day unless such next succeeding business days fall in the next
calendar month, in which case the payment shall be made on the immediate business day. Business day means a day on which banks are open
in London and New York for the type of business contemplated by this
Agreement.

Vocabulary

to disburse  âûïëà÷èâàòü
disbursement  âûïëàòà äåíåã â
ïîðÿäêå ïîãàøåãíèÿ äîëãà
to make disbursement  ïðîèçâîäèòü âûïëàòó
invoice  ñ÷åò

to become due  íàñòóïàòü (î ñðîêå ïëàòåæà)
to contemplate  ðàññìàòðèâàòü
drawdown notice  ñîîáùåíèå î
âûáîðêå(èñïîëüçîâàíèè)
êðåäèòà
to succeed  ñëåäîâàòü

5.8.4 Events Of Default
The occurrence of any of the following events shall constitute the
event of default (hereinafter called the Event of default) hereunder;
1. If the Borrower fails to pay on the due date any sum which is expressed to be due and payable hereunder (unless such failure is due solely
to technical reasons and does not last for a period of more than fifteen
(15) days following the date of notice thereof from the Lender).
2. If the Borrower commits breach of or fails to observe any of its
obligations or undertakings under this Agreement (other than 1.above)
and such breach continues for thirty (30)days after notice thereof has
been received by the Borrower from the Lender.
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3. If any representation, warranty, resolution or transactions made
by the Borrower in or pursuant to this Agreement or in any document
or statement delivered or made pursuant hereto is or becomes incorrect in any material respect and, if subject to cure, is not cured within
(15) days from the date of receipt by the Borrower of the notice given by the Lender of such incorrectness.
4. If the Borrower fails to pay within fifteen (15) days as from its
stated maturity any indebtedness of the Borrower arising from any and
all Letters of Credit, Letters of Guarantee and Loan Agreements with
the Lender, the Lenders affiliates or subsidiaries, the Lenders parent
company, Nisso Iwa Corporation, a Japanese corporation (NIC) or
NICs affiliate or subsidiaries, and such failure does not result from the
introduction of any law or instruments having the force of law in the
country of the currency where the payment is to be made and making
it unlawful or impossible for the Borrower to make such payment in
such country.
5. If any order is made or an effective resolution is passed or analogous proceedings are taken for the liquidation or dissolution of the
Borrower or if any event occurs which under the laws or Ukraine shall
have an equivalent effect.

Vocabulary
occurrence of the event  íàëè÷èå
(ïðîèñøåñòâèå) ñëó÷àÿ
default  íåâûïîëíåíèå óñëîâèé
êðåäèòíîãî ñîãëàøåíèÿ: íåñïîñîáíîñòü âûïëàòèòü ïðîöåíòû
èëè ïîãàñèòü êðåäèò
to fail to do  íå ñäåëàòü
to fail to observe  íå ñîáëþäàòü
due date  äàòà íàñòóïëåíèÿ, ñðîê
ïëàòåæà
to be due  íàñòóïàòü (î ñðîêå ïëàòåæà)
to be due to  ïðîèñõîäèòü èç-çà
payable  ïîäëåæàùèé îïëàòå
hereunder  under this Agreement
thereof  of that fact
to commit a breach  äîïóñêàòü íàðóøåíèå

undertaking (syn. obligation)  îáÿçàòåëüñòâî
resolution  ðåøåíèå
pursuant to  â ñîîòâåòñòâèè ñ
if subject to cure  ïðè íåîáõîäèìîñòè èñïðàâëåíèÿ (óñòðàíåíèÿ)
as from its maturity  îò ñðîêà
îïëàòû
to mature  íàñòóïàòü ñðîêó îïëàòû
to arise from  ïðîèñõîäèòü
(âîçíèêàòü) èç-çà
affiliate  ôèëèàë
to take proceedings  ïðîèçâîäèòü
ðàññìîòðåíèå
dissolution  ðîñïóñê
hereafter  after it (the event)
whereupon  ïðè ýòîì
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5.9 THE ROLE OF BANKS
The following story is going to explain the role of banks. In the past
most societies used different objects as money. Some of these were valuable because they were rare and beautiful, others- because they could
be eaten or used. Early forms of money like these were used to buy goods.
They were also used to pay for marriages, fines and debts. But although
everyday objects were extremely practical kinds of cash in many ways,
they had some disadvantages, too. For example, it was difficult to measure their value accurately, divide some of them into a wide range of
amounts, keep some of them for a long time, use them to make financial plans for the future. For reasons such as these, some societies began to use another kind of money, that is, precious metals,
People used gold, gold bullion, as money. Those were dangerous times,
and people wanted a safe place to keep their gold. So they deposited it
with goldsmiths, people who worked with gold for jewellery and so on
and also had a guarded vault to keep it safe in. And when people wanted
some of their gold to pay for things with, they went and fetched it from
the goldsmith.
Two developments turned these goldsmiths into bankers. The first was
that people found it a lot easier to give the seller a letter than it was to
fetch some gold and then physically hand it over to him. This letter
transferred some of the gold they had at the goldsmiths to the seller.
This letter we would nowadays call a cheque. And, of course, once these
letters or cheques, became acceptable as a way of paying for goods, people felt that the gold they had deposited with the goldsmith, was just
as good as gold in their own pockets. And as letters or cheques, were
easier to carry around than gold, and a lot less dangerous, people started
to say that their money holdings were what they had with them plus their
deposits. So a system of deposits was started. The second development was
that goldsmiths realized they had a great deal of unused gold lying in
their vaults doing nothing. This development was actually of greater
importance than the first.
Now lets turn to the first bank loan ever and see what happened. A
firm asked a goldsmith for a loan. The goldsmith realized that some of
the gold in his vault could be lent to the firm, and of course he asked
the firm to pay it back later with a little interest. Of course, at that
moment the goldsmith was short of gold, it wasnt actually his gold, but
he reckoned it was unlikely that everyone who had deposited gold with
182

him would want it back at the same time, at any rate - not before the
firm had repaid him his gold with a little interest. He thought it safe
enough.
To understand what actually happened in this simple transaction 
consider the following table.
Table 1.
Goldsmiths as bankers
1. Old-fashioned goldsmith
2. Gold lender
3. Deposit lender: Step 1
4. Deposit lender: Step 2

Assets
Gold $100 Gold
$90+loan$10
Gold$l00+loan$l0
Gold$90+loan $10

Liabilities
Deposits
Deposits
Deposits
Deposits

$100
$100
$110
$100

The first row shows what the goldsmith did before he made this loan.
He had a hundred dollars of gold, which he owed to the people who had
deposited it with him, so his assets and liabilities were the same. But
when he lent, say, $1O of gold to the firm, he actually had only $90
of gold in his vault plus the value of his loan. His assets still equaled
his liabilities, but he was going to get some interest.
It so happened that the firm, that took out the loan, didnt really want
to carry that $10 of gold around, so it asked the goldsmith if, instead of actually taking the gold, it could be given a deposit. The third row of Tabl. 1
shows what happened then. Although the goldsmiths assets and liabilities
were the same, but were then worth $110, not $100. When the firm wrote
a cheque for $10, and that person came in to collect his $10 worth of
gold, the goldsmiths assets failed, but so did his liabilities (the fourth
row of the table). The important point to notice here is that it made no
difference to the goldsmith whether his initial loan was in actual gold
or in a form of a deposit.
Now lets turn to the question of reserves. Reserves are the amount
of gold that is immediately available in the vault to meet depositors demands. People originally deposited $100 of gold with the goldsmith. The
goldsmith lent $10, leaving himself with $90. As a banker he was relying on the fact that not everyone would want their gold back at the
same time. If they had done, he couldnt have paid out. His reserves of
$90 were not enough.
The goldsmith in the table has a 100% reserve ratio. The reserve ratio is the ratio of reserves to deposits. Once he has made his loan, he
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has a 90% deposit ratio. This is a small risk with a small profit. How much
dare he lend out in order to make a profit through his interest charges!
What are the risks involved? Suppose the goldsmith took too much of
a risk. He lent 80% of the gold he had. This panicked people. They doubted
he could pay them all back, he was bound to lose some of the gold he
had lent, so they rushed to get their gold back before it was too late.
That was what we would now call a run on the bank, à financial panic.
And the financial panic leads to exactly what people fear, the bank cannot
pay them, goes bankrupt, and they go bankrupt as well.

Vocabulary
rare  ðåäêèé
fines  øòðàôû
to measure their value accurately 
òî÷íî èçìåðèòü èõ ñòîèìîñòü
(öåííîñòü)
to divide into a wide range of amounts 
ðàçäåëèòü íà ìíîãî ÷àñòåé (ìàëåíüêèõ èëè áîëüøèõ)
precious metals  äðàãîöåííûå
ìåòàëëû
gold bullion  çîëîòîé ñëèòîê
to deposit with  õðàíèòü,
âêëàäûâàòü
a goldsmith  çîëîòûõ äåë ìàñòåð
worked with gold for jewellery 
äåëàë çîëîòûå óêðàøåíèÿ
a guarded vault  îõðàíÿåìîå
õðàíèëèùå
to fetch  ïðèíîñèòü, äîñòàâàòü
to
transfer

ïåðåâîäèòü,
ïåðåäàâàòü
once these letters or cheques, became
acceptable as a way of paying for
goods  êàê òîëüêî (êîãäà) ýòè
ïèñüìà, èëè ÷åêè, ñòàëè ïðèíèìàòüñÿ ïðè îïëàòå òîâàðîâ
their money holdings  äåíüãè,
êîòîðûå èì ïðèíàäëåæàëè,
êîòîðûìè îíè âëàäåëè
a bank loan  áàíêîâñêàÿ ññóäà, çàåì
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a little interest  íåáîëüøîé
ïðîöåíò
the goldsmith was short of gold  ó
ìàñòåðà íå áûëî äîñòàòî÷íî
çîëîòà
to reckon  ïîëàãàòü, ñ÷èòàòü
at any rate  âî âñÿêîì ñëó÷àå
a transaction  ñäåëêà
to owe  áûòü äîëæíûì
assets and liabilities  àêòèâû è
ïàññèâû.
the value of his loan  ñòîèìîñòü
ññóäû, êîòîðóþ îí äàë
to equal  ðàâíÿòüñÿ, áûòü ðàâíûì
the firm didnt really want to carry
that gold around, so it asked the
goldsmith if, instead of actually
taking the gold, it could be given
a deposit  ôèðìà íå õîòåëà
äåðæàòü çîëîòî ïðè ñåáå
(íîñèòü çîëîòî ñ ñîáîé) è
âìåñòî òîãî, ÷òîáû íà ñàìîì
äåëå åãî çàáðàòü, ïîïðîñèëà
ìàñòåðà ïðèíÿòü ýòî çîëîòî íà
õðàíåíèå â âèäå âêëàäà
(they) were worth $110  èõ
ñòîèìîñòü ñîñòàâëÿëà, îíè
îöåíèâàëèñü (èìåëè öåííîñòü)
â 110 äîëëàðîâ

Vocabulary
to write (syn. to draw, to issue, to make
out) a cheque  âûïèñàòü ÷åê
his assets failed  çä. åãî àêòèâû
ñíèçèëèñü
to fail  (î áàíêàõ) îáàíêðîòèòüñÿ
initial loan  ïåðâîíà÷àëüíàÿ ññóäà
reserves  ðåçåðâû
the amount of gold that is immediately available in the vault  çàïàñû
(êîëè÷åñòâî) çîëîòà, êîòîðîå
âñåãäà íàõîäèòñÿ (è ìîæåò áûòü
íåìåäëåííî
ïîëó÷åíî)
â
õðàíèëèùå áàíêà

depositors demands  òðåáîâàíèÿ
âêëàä÷èêîâ .
leaving himself with $ 90  îñòàâèâ
ñåáå òîëüêî 90 äîëëàðîâ
to rely on  ðàññ÷èòûâàòü,
íàäåÿòüñÿ íà ÷òî-ëèáî
the reserve ratio  ðåçåðâíàÿ íîðìà
dare  îñìåëèâàòüñÿ
to make a profit through his interest
charges  ïîëó÷èòü ïðèáûëü çà
ñ÷¸ò ïëàòåæà ïðîöåíòîâ
What are the risks involved?  ×åì
îí ðèñêóåò?

5.10 Modern banking
The goldsmith bankers were an early example of a financial intermediary.
A financial intermediary is an institution that specializes in bringing
lenders and borrowers together.
A commercial bank borrows money from the public, crediting them
with a deposit. The deposit is a liability of the bank. It is money owed to
depositors. In turn the bank lends money to firms, households or governments wishing to borrow.
Banks are not the only financial intermediaries. Insurance companies,
pension funds, and building societies also take in money in order to relend
it. The crucial feature of banks is that some of their liabilities are used
as a means of payment, and are therefore part of the money stock.
Commercial banks are financial intermediaries with a government
license to make loans and issue deposits, including deposits against which
cheques can be written.
Lets start by looking at the present-day UK banking system. Although the details vary from country to country, the general princi ple
is much the same everywhere.
In the UK, the commercial banking system comprises about 600
registered banks, the National Girobank operating through post offices,
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and a dozen trustee saving banks. Much the most important single group
is the London clearing banks. The clearing banks are so named because
they have a central clearing house for handling payments by cheque.
A clearing system is a set of arrangements in which debts between
banks are settled by adding up all the transactions in a given period and
paying only the net amounts needed to balance inter-bank accounts.
Suppose you bank with Barclays but visit a supermarket that banks
with Lloyds. To pay for your shopping you write a cheque against your
deposit at Barclays. The supermarket pays this cheque into its account
at Lloyds. In turn, Lloyds presents the cheque to Barclays, which will
credit Lloyds account at Barclays and debit your account at Barclays
by an equivalent amount. Because you purchased goods from a supermarket using a different bank, a transfer of funds between the two banks is
required. Crediting or debiting one banks account at another bank is
the simplest way to achieve this.
However on the same day someone else is probably writing a cheque
on a Lloyds deposit account to pay for some stereo equipment from a
shop banking with Barclays. The stereo shop pays the cheque into its
Barclays account, increasing its deposit. Barclays then pays the cheque
into its account at Lloyds where this persons account is simultaneously debited. Now the transfer flows from Lloyds to Barclays.
Although in both cases the cheque writers account is debited and the
cheque reci pients account is credited, it does not make sense for the
two banks to make two separate inter-bank transactions between themselves. The dealing system calculates the net flows between the member
clearing banks and these are the settlements that they make between
themselves. Thus the system of clearing cheques represents another way
society reduces the costs of making transactions.

The Balance Sheet of the London Clearing Banks.
Òàble 2 shows the balance sheet of the London clearing banks. Although more complex, it is not fundamentally different from the balance sheet of the goldsmith-banker shown in Òàble 1. Well begin by
discussing the asset side of the balance sheet.
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Òàble 2. Balance Sheet of London Clearing banks
Assets

£b

Liabilities

Sterling: Cash Bills
& market loans
Advances Securities
Lending in other
currencies
Miscellaneous assets
TOTAL ASSETS

2,934,7 Sterling: Sight deposits
Time deposits CDs
83,09,4 Deposits in other currencies
54,615,5 Miscellaneous liabilities
TOTAL LIABILITIES

£b
54,159,9
8,1
46.2
31
200,1

200,1

Cash assets are notes and coin in the banks vaults. However, modern banks cash assets also include their cash reserves deposited with
the Bank of England. The Bank of England (usually known as the Bank)
is the central bank or banker to the commercial banks.
Apart from cash, the other entries on the asset side of the balance
sheet show money that has been lent out or used to purchase interestearning assets. The second item, bills and market loans, shows shortterm lending in liquid assets.
Liquidity refers to the speed and the certainly with which an asset
can be converted back into money, whenever the asset-holders desire.
Money itself is thus the most liquid asset of all.
The third item, advances, shows lending to households and firms. A
firm that has borrowed to see it through a sticky period may not be able
to repay whenever the bank demands. Thus, although advances represent the major share of clearing bank lending, they are not very liquid forms of bank lending. The fourth item, securities, shows bank purchases of interest-bearing long-term financial assets. These can be government bonds or industrial shares. Although these assets are traded daily
on the stock exchange, so in princi ple these securities can be cashed in
any time the bank wishes, their price fluctuates from day to day. Banks
cannot be certain how much they will get when they sell out. Hence financial investment in securities is also illiquid.
The final two items on the asset side of the balance sheet show lending in foreign currencies and miscellaneous bank assets. Total assets of
the London clearing banks were £ 200,1 billion. We now shall examine how the equivalent liabilities were made up.
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Deposits are chiefly of two kinds: sight deposits and time deposits.
Whereas sight deposits can be withdrawn on sight whenever the depositor wishes, a minimum period of notification must be given before time
deposits can be withdrawn. Sight deposits are the bank accounts against
which we write cheques, thereby running down our deposits without giving the bank any prior warning. Whereas most banks do not pay interest
on sight deposits or cheque (checking) accounts, they can afford to pay
interest on time deposits. Since they have notification of any withdrawals,
they have plenty of time to sell off some of their high- interest investments or call in some of their high-interest loans in order to have the
money to pay out deposits.
Certificates of deposit (CDs) are an extreme form of time deposit
where the bank borrows from the public for a specified period of time
and knows exactly when the loan must be repaid. The final liability
items in Tabl. 2 show deposits in foreign currencies, miscellaneous liabilities, such as cheques, in the process of clearing.

Vocabulary
a financial intermediary  ôèíàíñîâûé ïîñðåäíèê
to bring together  ñîåäèíÿòü, ñâîäèòü âìåñòå
insurance companies  ñòðàõîâûå
êîìïàíèè
pension funds  ïåíñèîííûå ôîíäû
the money stock  äåíåæíàÿ ìàññà,
äåíüãè â îáðàùåíèè
to issue deposits  îòêðûâàòü âêëàäû
tbe National Girobank  àíãë.
Íàöèîíàëüíûé æèðîáàíê
trustee saving banks  äîâåðèòåëüíûå ñáåðåãàòåëüíûå áàíêè
London clearing banks  ëîíäîíñêèå
êëèðèíãîâûå áàíêè (áàíêè ÷ëåíû ðàñ÷åòíîé ïàëàòû)
to debit  äåáåòîâàòü.
to credit  êðåäèòîâàòü
a central clearing house  öåíòðàëüíàÿ ðàñ÷åòíàÿ ïàëàòà
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inter-bank accounts  ìåæáàíêîâñêèå ñ÷åòà
Barclays  Áàðêëàéç áàíê (Âåëèêîáðèòàíèÿ)
Lloyds  Ëëîéäç áàíê (Âåëèêîáðèòàíèÿ).
cheque recipient  ïîëó÷àòåëü ÷åêà
cash assets  äåíåæíûå àêòèâû
the Bank of England  Áàíê Àíãëèè, Àíãëèéñêèé áàíê
interest-earning (syn. interest-bearing)
assets  àêòèâû, ïðèíîñÿùèå ïðîöåíòíûé äîõîä
bills and market loans  âåêñåëÿ è
ðûíî÷íûå çàéìû
short-term lending  êðàòêîñðî÷íîå
êðåäèòîâàíèå
liquid (ant. illiquid) assets  ëèêâèäíûå àêòèâû

liquidity  ëèêâèäíîñòü
advances  ññóäà â âèäå àâàíñà
a sticky period  òðóäíûé ïåðèîä
securities  öåííûå áóìàãè
interest-bearing long-term financial
assets  äîëãîñðî÷íûå ôèíàíñîâûå àêòèâû, ïðèíîñÿùèå
ïðîöåíòíûé äîõîä
government bonds  ãîñóäàðñòâåííûå îáëèãàöèè
industrial shares  ïðîìûøëåííûå
àêöèè
the stock exchange  ôîíäîâàÿ
áèðæà
miscellaneous bank assets  ïðî÷åå
èìóùåñòâî áàíêà

sight deposit  äåïîçèò äî âîñòðåáîâàíèÿ; áåññðî÷íûé âêëàä
time deposit  ñðî÷íûé âêëàä
to withdraw  îòçûâàòü (âêëàä)
to run down a deposit  óìåíüøàòü
âêëàä
cheque (checking) accounts  òåêóùèé (÷åêîâûé) ñ÷åò
to sell off  ðàñïðîäàâàòü
call in high-interest loans  òðåáîâàòü âîçâðàòà çàéìîâ (òðåáîâàòü
óïëàòû ïðîöåíòîâ)
certificates of deposit  äåïîçèòíûå
ñåðòèôèêàòû
miscellaneous liabilities  ïðî÷èå
(äðóãèå) ïàññèâû

Òràïslàtå into English:
1. Î äåÿòåëüíîñòè êîììåð÷åñêîãî áàíêà ìîæíî ñóäèòü (ïîíÿòü)
ñ ïîìîùüþ áàëàíñîâîãî îò÷åòà, â êîòîðîì àêòèâû ðàâíÿþòñÿ
ïàññèâàì.
2. Ó êîììåð÷åñêîãî áàíêà äâå îñíîâíûå ôóíêöèè - ïðèåì
äåíåæíûõ âêëàäîâ è âûäà÷à ññóä.
3. Áàíêèð ïðåñëåäóåò äâå ïðîòèâîðå÷àùèå äðóã äðóãó öåëè. Îäíà
öåëü - ïðèáûëü. Êîììåð÷åñêèå áàíêè, êàê è äðóãèå ïðåäïðèÿòèÿ,
ñòðåìÿòñÿ ê ïðèáûëè. Ïîýòîìó îíè ïðåäîñòàâëÿþò êðåäèòû è
ïîêóïàþò öåííûå áóìàãè, ïðàâèòåëüñòâåííûå îáëèãàöèè è àêöèè
êîìïàíèé. Ýòè îïåðàöèè â áàëàíñå ïîêàçàíû êàê îñíîâíûå àêòèâû,
ïðèíîñÿùèå äîõîä êîììåð÷åñêèì áàíêàì. Ñ äðóãîé ñòîðîíû,
êîììåð÷åñêèé áàíê äîëæåí ñòðåìèòüñÿ ê áåçîïàñíîñòè. Äëÿ áàíêîâ
áåçîïàñíîñòü îáåñïå÷èâàåòñÿ ëèêâèäíîñòüþ, â ÷àñòíîñòè òàêèìè
ëèêâèäíûìè àêòèâàìè, êàê íàëè÷íîñòü. Ïîýòîìó áàíêèðû
ñòðåìÿòñÿ ê áàëàíñó ìåæäó îñòîðîæíîñòüþ è ïðèáûëÿìè.
4. Ôèíàíñîâûå ïîñðåäíèêè - ýòî èíñòèòóòû, êîòîðûå ñîáèðàþò
ñáåðåæåíèÿ íàñåëåíèÿ è ïðåäîñòàâëÿþò èõ çàåìùèêàì. Ôèíàíñîâûå
ïîñðåäíèêè â îáùåì âèäå ìîãóò áûòü ðàçáèòû íà òðè ãðóïïû áàíêîâñêèå, ñòðàõîâûå è èíâåñòèöèîííûå èíñòèòóòû. Áàíêîâñêèå
èíñòèòóòû ñîñòîÿò èç êîììåð÷åñêèõ áàíêîâ, ñáåðåãàòåëüíûõ áàíêîâ
è äð. Äëÿ íèõ õàðàêòåðíî ïðèíÿòèå âêëàäîâ íàñåëåíèÿ è
îðãàíèçàöèé.
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5.11. Importing and Exporting Money
Working abroad:
If you are going to work in a foreign country, you will have to make
some arrangements about your money. These arrangements depend on
how long you are going for:
Short stay: (e.g. 6 months) Salary paid in the country of residence
(your home country).
Ask your manager to arrange an external account in the country of
your work. This exempts (frees) you from local Exchange Control Regulations.
Salary paid in the country of work:
Ask your manager to find out about local E.C.Rs.
Long stay: Salary paid in country of residence:
(e.g. 3 years) Ask your manager to arrange to have a current account
opened in the country of work. You can then sign a standing order payment which authorizes your manager in England to remit (to send) a
certain amount to you each month by airmail transfer.
Salary paid in the country of work:
You will want to transfer money to your country of residence.
You can send it by:
1. Bankers Draft:
This is used to transfer money to an individual or to a company. The
beneficiary (the person to whom you are sending money) can take it
to any bank to receive payment. It is sent by mail.
2. Mail Payment Order:
This is also sent by airmail but it is sent directly to the beneficiarys bank.
3. Telegraphic Transfer Order:
This also goes to the beneficiarys bank but it goes by telex or cable.
It is therefore quicker, but more expensive.
Remember all these three means of transfer are subject to local
E.C.Rs (Exchange Control Regulations).
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5.12. Bank Organization
compete, market, management, executive, organization, line,
division, function, operate, responsible, report, board, branch,
correspondent, capital

Vocabulary
Compete

to compete in smth  êîíêóðèðîâàòü, ñîðåâíîâàòüñÿ â ÷åì-ëèáî
competition  êîíêóðåíöèÿ
competitive pressure  êîíêóðåíòíîå äàâëåíèå
competitive advantage  êîíêóðåíòíîå ïðåèìóùåñòâî
competitor  êîíêóðåíò
syn. rival
to be competitive  ÿâëÿòüñÿ êîíêóðåíòîñïîñîáíûì

Market

market segmentation  ñåãìåíòàöèÿ ðûíêà
market niching  ïîèñêè îñîáî áëàãîïðèÿòíîãî ïîëîæåíèÿ íà
ðûíêå (äëÿ äàííîé ôèðìû)

Management

effective management  ýôôåêòèâíîå ðóêîâîäñòâî ÷åì-ëèáî
top (senior) management  âûñøåå ðóêîâîäñòâî
syn. heads of departments  íà÷àëüíèêè îòäåëîâ
management (managerial) personnel  àäìèíèñòðàòèâíî-óïðàâëåí÷åñêèé ïåðñîíàë
managerial staff  ñòàðøèé ðóêîâîäÿùèé ïåðñîíàë
ant. staff  ñëóæåáíûé ïåðñîíàë, ðÿäîâûå ñëóæàùèå
to manage  óïðàâëÿòü
syn. to run a bank

Executive

chief executive  ïðåçèäåíò (êîìïàíèè, áàíêà), äèðåêòîð
top executives  ðóêîâîäèòåëè âûñøåãî çâåíà
senior executive  ñòàðøèé àäìèíèñòðàòîð, ðóêîâîäèòåëü âûñøåãî
ðàíãà
syn. officer  äîëæíîñòíîå ëèöî

Organization

bank organization  îðãàíèçàöèîííàÿ ñòðóêòóðà áàíêà
functional (line) organization  ôóíêöèîíàëüíàÿ (ëèíåéíàÿ) îðãàíèçàöèîííàÿ ñòðóêòóðà
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staff organization  îðãàíèçàöèîííàÿ ñõåìà ïîä÷èíåííîñòè
organization chart  ñõåìà îðãàíèçàöèîííîé ñòðóêòóðû

Line

line of activity  ðîä, ñôåðà äåÿòåëüíîñòè
product line  ïðåäìåòíî-ïðîèçâîäñòâåííàÿ ñïåöèàëèçàöèÿ
line and staff  ëèíåéíûé è (ôóíêöèîíàëüíûé) øòàòíûé (î ðóêîâîäÿùåì ïåðñîíàëå)
line (operational) personnel  ïåðñîíàë èç ïîäðàçäåëåíèÿ, îïåðàòèâíûå ðàáîòíèêè
ant. managerial personnel
line division  îïåðàòèâíîå ïîäðàçäåëåíèå
syn. operative (operating) division

Division

bank division  óïðàâëåíèå áàíêà
bank department  îòäåë áàíêà
line division  ëèíåéíîå (îïåðàòèâíîå) óïðàâëåíèå
to head a division (department)  âîçãëàâëÿòü óïðàâëåíèå (îòäåë)

Function

functions (pl.)  äîëæíîñòíûå îáÿçàííîñòè, ôóíêöèè
routine functions  ïîâñåäíåâíûå îáÿçàííîñòè
staff functions  ôóíêöèè öåíòðàëüíîãî àïïàðàòà
marketing functions  äåÿòåëüíîñòü ïî îáåñïå÷åíèþ ñáûòà (ïðîäóêöèè)
function (sing.)  ôóíêöèÿ, íàçíà÷åíèå
deposit function  áàíêîâñêàÿ ôóíêöèÿ ïî ïðèåìó äåïîçèòîâ
loan function  ôóíêöèÿ ïî âûäà÷å ññóä
to perform a function  îñóùåñòâëÿòü ôóíêöèþ

Operate

to operate (intr.)  äåéñòâîâàòü; ïðîèçâîäèòü îïåðàöèè
bank operation  áàíêîâñêàÿ îïåðàöèÿ
syn. transaction
banking facilities  áàíêîâñêèå îïåðàöèè, áàíêîâñêèå óñëóãè
to monitor operations  îñóùåñòâëÿòü êîíòðîëü çà îïåðàöèÿìè
syn. to control (supervise) operational activity
operating (operative) divisions (departments)  îïåðàòèâíûå óïðàâëåíèÿ, îòäåëû
syn. line divisions
to realize (conduct) an operation  îñóùåñòâëÿòü îïåðàöèþ

Responsible

to be responsible for smth  îòâå÷àòü çà ÷òî-ëèáî
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to accept responsibility for  âçÿòü íà ñåáÿ îòâåòñòâåííîñòü çà ÷òîëèáî

Report

to report to smb  îò÷èòûâàòüñÿ ïåðåä êåì-ëèáî, ïîä÷èíÿòüñÿ
êîìó-ëèáî

Board

board of directors  ñîâåò äèðåêòîðîâ: ïðàâëåíèå
to be on the board  áûòü ÷ëåíîì ïðàâëåíèÿ

Branch

branch bank  îòäåëåíèå áàíêà
branch office  îòäåëåíèå (êîìïàíèè), ôèëèàë
ant. head office  ãîëîâíàÿ êîíòîðà
branch banking  ñèñòåìà áàíêîâ, èìåþùèõ ôèëèàëû
branch network  ñåòü ôèëèàëîâ (îòäåëåíèé)
nation-wide network of branch offices  ñåòü îòäåëåíèé áàíêà ïî
âñåé ñòðàíå

Correspondent

correspondent banking  ñèñòåìà êîððåñïîíäåíòñêèõ îòíîøåíèé
syn. correspondent relationship

Capital

to raise capital (funds)  ìîáèëèçîâûâàòü êàïèòàë (ñðåäñòâà)

Bank organization
Banks are among the most important financial institutions. The way
in which a bank is organized and operates is determined by its objectives.
The first and most important function of a central bank is to accept responsibility for advising the government on the making of the countrys financial policy, and then to see that it is carried out. The aim of
commercial banks is to earn profit. Over the years banks have developed
organizational forms, or structures, designed to perform these various
roles and to supply the services their customers demand.
A commercial bank, which provides the same range of services year
after year, is less likely to be successful. Successfully competing in the constantly changing global business environment requires market-driven strategies that are responsive to customers needs and wants. Executives who do
not recognize the changes occurring in the vast array of markets for products and services will not be able to cope with the unprecedented com193

petitive pressure in the market place. To improve competitive advantages they
are drastically altering their business and marketing strategies, which may
include downsizing, repositioning, market segmentation, market niching,
altering the business portfolio, pricing, promotion and strategic alliances
between companies. With the global increase in the number of competitors banks face in their major markets, more and more banking firms have
become market-driven and more alert to the changing service demands of
their customers and also to the challenges posed by the bank and nonbank
competitors. This trend forced bank managers to become more concerned
with service marketing activities and with profitability and growth.
Banks are usually organized to follow their functions and supply the
services demanded by them as efficiently as possible. Moreover, because
larger banks generally play a wider range of roles and offer more services, a banks size is also a significant factor in determining how banks
are organized. This can be seen most directly by looking at the typical
organization chart for large versus small banks.
This bank, typical of hundreds of banks serving small and mediumsize communities, is heavily committed to attracting small consumeroriented deposits and making consumer installment small business loans.
A bank like this is often called a retail bank opposed to a wholesale institution that concentrates mainly upon serving commercial customers
and making large corporate loans.
The service operations of a small bank usually are monitored by a cashier and auditor working in the accounting division and vice-presidents
heading up the banks loan, fundraising, market and trust departments
(if the bank offers trust services). The officers report to the senior executives of the firm, consisting of the board chairman, the president
(who usually runs the bank from day to day), and senior vice-presidents,
who are responsible for long-range planning and for assisting heads of
the various departments in solving their most pressing problems. Senior
management, in turn, reports periodically (at least once each month)
to members of the board of directors  the committee selected by the
shareholders to set a policy and oversee the banks performance. There
is often close contact between top management and the management
and staff of each line division. Such banks present a relatively low-risk
working environment, but with limited opportunities for rapid advancement or for the development of new banking skills. Nevertheless, such
banks place the banker close to the customer and give bank employees the opportunity to see how their activities, especially in granting
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loans, can have a real impact on the vitality and quality of the life in
local communities. The organization chart of a large money bank is much
more complex.
The large banks possess some potential advantages over small and
medium-size banks. Because the largest institutions serve many different markets with many different services, they are better diversified both
geographically and by product line, to withstand the risks of a fluctuating economy. They also possess the important advantage of being able
to raise financial capital at relatively low cost and the professional expertise to focus that new capital on the most promising loans and business acquisitions.
The oldest and most common banking organizations in the United
States are unit banks. They offer all of their services from one office
though a small number of services (such as taking deposits or cashing
checks) may be offered from limited-service facilities, such as drive-in
windows, automated teller machines (ATM) and retail store point-ofsale (POS) terminals that are linked to the banks computer system.
Nowadays, however, most banks desire to open up new market areas
and to diversify geographically in order to reduce the risk that comes
from relying on a single office location for customers and income. The
tendency in recent years has been for most banking institutions to become more complete organizations. When a bank begins to grow it usually adds new services and new facilities. With them come new departments and divisions to help the management more effectively to focus
and control the banks resources and service the most profitable customer
segments.
Where law and regulations permit, the bank may form a branch
banking organization. The full range of banking services is offered from
several locations, including head office and one or more branch offices.
The existence of so many small banks and so many different kinds
of banking organizations has created the need for strong interbank relations.Banks set up formal and informal relationships with each other
through an extensive system of correspondent banking. The rapid geographic expansion and consolidation of banking units have reached well
beyond boundaries of a single nation. The major banks establish extensive international operations not only by extending their branch network abroad but by establishing correspondent relations with foreign
banks too.
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Chief Administrative Officers
(including the Board Chairman and the President)
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Accounting and
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Consumer
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Fig. 8. Organization Chart for a Small Community Bank

Vocabulary
unit bank (am.)  áåñôèëèàëüíûé áàíê
commercial customer  êîììåð÷åñêèé ïîòðåáèòåëü, êðóïíàÿ ôèðìà
ATM  áàíêîâñêèé àâòîìàò, áàíêîìàò
POS  ýëåêòðîííûé êîìïüþòåðíûé òåðìèíàë, ïîçâîëÿþùèé êëèåíòàì áàíêîâ îñóùåñòâëÿòü ðàñ÷åòû ïðè ïîìîùè äåáèò-êàðòî÷åê

Vocabulary

practice

Answer the following comprehensive questions based on the text.
1. What does successful competition in the market of bank services
presuppose?
2. What factors determine the banks organization and operation?
3. What is characteristic of a small community bank (as opposed to a
wholesale bank)?
4. What are the potential advantages of large banks?
5. What has given an impetus to branch banking organizations in
recent years?
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5.13. New Services in Banking
banking, services, estate, realty, trust, indenture, covenant, administer, fiduciary, mortgage, covenant, fiduciary, mortgage,
letter of credit

Vocabulary
Banking

retail banking  îïåðàöèè áàíêîâ ñ øèðîêîé êëèåíòóðîé
wholesale banking  îïåðàöèè áàíêîâ ñ êðóïíûìè ïðîìûøëåííûìè ïðåäïðèÿòèÿìè
banking business  áàíêîâñêîå äåëî; áàíêîâñêèå îïåðàöèè
banking services  áàíêîâñêèå óñëóãè
syn. bank services
banking facilities  áàíêîâñêèå óñëóãè (îïåðàöèè)
deposit banking  äåïîçèòíûå îïåðàöèè áàíêîâ
banking institution  ó÷ðåæäåíèå áàíêîâñêîãî òèïà
syn. financial institution  êðåäèòíî-ôèíàíñîâîå ó÷ðåæäåíèå
depositary (thrift, savings) institution  äåïîçèòíîå ó÷ðåæäåíèå
lending institution  êðåäèòíîå ó÷ðåæäåíèå
ant. institutional investor  èíñòèòóöèîíàëüíûé èíâåñòîð, íåáàíêîâñêîå êðåäèòíîå ó÷ðåæäåíèå

Service
full service  ïîëíûé êîìïëåêñ îáñëóæèâàíèÿ
syn. large service menu  øèðîêèé âûáîð óñëóã
syn. mix of services  àññîðòèìåíò (íîìåíêëàòóðà) óñëóã
service fee  âîçíàãðàæäåíèå çà óñëóãè
large (small) scale services  óñëóãè, ïðåäîñòàâëÿåìûå áàíêîì
êðóïíûì ôèðìàì (ìåëêèì ôèðìàì è íàñåëåíèþ)
personal services  óñëóãè ÷àñòíûì ëèöàì
commercial services  óñëóãè ôèðìàì
trust services  òðàñòîâûå óñëóãè, äîâåðèòåëüíûå óñëóãè
cash management services  óñëóãè ïî êîíòðîëþ è ðåãóëèðîâàíèþ
äåíåæíûõ îïåðàöèé (â áàíêå, ôèðìå)
investment services  óñëóãè ïî óïðàâëåíèþ èíâåñòèöèÿìè
agency services  ïîñðåäíè÷åñêèå (àãåíòñêèå) óñëóãè
insurance services  ñòðàõîâûå óñëóãè
real estate services  óñëóãè ïî óïðàâëåíèþ íåäâèæèìîñòüþ ïî
äîâåðåííîñòè
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Indent(ure)

under indenture  ïî êîíòðàêòó

Covenant  äîãîâîð (çà ïå÷àòüþ); îòäåëüíàÿ ñòàòüÿ äîãîâîðà

to agree to a covenant  ïðèéòè ê ñîãëàøåíèþ ïî âñåì îáÿçàòåëüñòâàì, âûòåêàþùèì èç äîãîâîðà
to adhere to a covenant  ïðèäåðæèâàòüñÿ äîãîâîðåííîñòåé

Trust

trust agreement  äîãîâîð îá ó÷ðåæäåíèè òðàñòà (îáû÷íî ïèñüìåííûé)
trust indenture  êîíòðàêò ìåæäó äåðæàòåëåì àêöèé è êîìïàíèåé,
èõ âûïóñêàþùåé
trust deed  äîâåðåííîñòü íà óïðàâëåíèå ñîáñòâåííîñòüþ
trust operations  äîâåðèòåëüíûå óñëóãè (îïåðàöèè), òðàñòîâûå
óñëóãè (îïåðàöèè)
trust division (department)  òðàñòîâîå óïðàâëåíèå, òðàñò-îòäåë
trustor  ëèöî, ó÷ðåäèâøåå òðàñò; äîâåðèòåëü
trustee  äîâåðåííîå ëèöî, îïåêóí; ó÷ðåæäåíèå, ðàñïîðÿæàþùååñÿ èìóùåñòâîì â ïîëüçó äðóãîãî ëèöà
trustee under indenture  äîâåðåííîå ëèöî ïî îáëèãàöèîííîìó
çàéìó
to act as a trustee  äåéñòâîâàòü â êà÷åñòâå äîâåðåííîãî ëèöà
to appoint (to designate) a trustee  íàçíà÷èòü äîâåðåííîå ëèöî

Estate

syn. assets  èìóùåñòâî, àêòèâû
trust estate  èìóùåñòâî, óïðàâëÿåìîå ïî äîâåðåííîñòè
estate settlement  óñòàíîâëåíèå äîâåðèòåëüíîé ñîáñòâåííîñòè íà
èìóùåñòâî, ðàñïîðÿæåíèå âñåì èìóùåñòâîì êëèåíòà

Realty

realty company  êîìïàíèÿ, çàíèìàþùàÿñÿ îïåðàöèÿìè ñ íåäâèæèìûì èìóùåñòâîì
syn. real estate company
real estate  íåäâèæèìîå èìóùåñòâî
real estate brokerage  áðîêåðñêèå îïåðàöèè ñ íåäâèæèìîñòüþ

Administer

to administer an estate  ðàñïîðÿæàòüñÿ (óïðàâëÿòü) èìóùåñòâîì
syn. to manage an estate
trust administration  ðàñïîðÿæåíèå (óïðàâëåíèå) ñîáñòâåííîñòüþ
íà äîâåðèòåëüíîé îñíîâå
trust administrator  îïåêóí
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Fiduciary (n); (attr.)

fiduciary relationship  èìóùåñòâåííûå îòíîøåíèÿ äîâåðèòåëüíîãî õàðàêòåðà
to act as a fiduciary  äåéñòâîâàòü â êà÷åñòâå äîâåðåííîãî ëèöà
(òðàñòàãåíòà)

Mortgage

mortgage loan  ññóäà ïîä íåäâèæèìîñòü
syn. real estate loan
real estate mortgage  çàêëàäíàÿ ïîä íåäâèæèìîñòü
to borrow on mortgage  ïîëó÷àòü ññóäó ïîä çàëîã íåäâèæèìîãî
èìóùåñòâà
to redeem a mortgage  âûêóïàòü çàêëàäíóþ
to mortgage property  çàêëàäûâàòü èìóùåñòâî

Letter of credit

to issue a letter of credit  îòêðûòü àêêðåäèòèâ
syn. to open a letter of credit
terms of a letter of credit  óñëîâèÿ àêêðåäèòèâà

pay off

to pay off smb  ðàññ÷èòàòüñÿ ñ êåì-ëèáî
pay off bonds  ïîãàñèòü îáëèãàöèè
syn. to retire a bond at maturity  ïîãàøàòü îáëèãàöèþ ïî íàñòóïëåíèþ ñðîêà

New services in banking
Banks perform the widest range of functions (see Fig. 9) in the
economy and consequently any modern full-service banking institution
should provide the widest variety of services.
Banks may be defined as firms producing and selling financial services. Their success or failure hinges on their ability to identify the financial services of public demands, produce those services efficiently,
and sell them at a competitive price. The service menu of banks does not
remain unchanged as new services are constantly being introduced and
developed by commercial banks. Many of them offer a combination of
wholesale and retail banking. The former provides large scale services to
the corporate sector. The latter mainly provides smaller scale services
to the general public.
The 1990s ushered in an explosion of new service options. Many of
the new services have simply been variations of traditional deposit and
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The trust
function
The insurance
function

The credit
function
The modern bank

The investment
planning function
The payment
function

The brokerage
function
The investment
banking or underwriting function

The thrift or
saving function
The cash
management
function
Fig. 9. Bank functions

loan product. Other innovative services, however, have broken new
ground and exposed bankers to all the uncertainty and risk associated
with new product development.
Trust services are one of the most important and rapidly growing bank
service areas today. Bank trust operations encompass the management of
property and other assets owned by a bank customer and the administration of customers security holdings and borrowings. In offering trust
services the bank places itself as authorized agent between the marketplace and the customer, making investment and management decisions
on the customers behalf and dispensing fund when needed to cover the
customers obligations. A banks trust operations are usually divided into
three broad areas: (1) personal trust services, (2) business trust services,
and (3) trust services to charities and nonprofit organizations. Each involves a fiduciary relationshi p between bank and customer  that is,
a trust department acts to benefit its customers within those areas defined
by contract (the trust agreement) between the bank (trustee) and the
customer (trustor) covering a specified period of time.
Banks provide a wide range of trust services for individuals and families in the form of estate settlement, trust administration and agency services. Banks trust divisions act as agents for corporations and other
businesess in a host of different ways. This may involve issuing securities on the business customers behalf, paying dividends or interest owed
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on any securities issued, reinvesting the dividends for securities holders who request that service and retiring the securities at maturity. Under the terms of the Federal Trust Indenture Act of 1939, any foreign
or domestic corporation that issues securities to the general public in the
United States must designate a trustee for the security issue to act as a
fiduciary, representing the investors purchasing those securities. Trust
departments also handle transfers of ownership of corporate stock, stock
splits, and conversions of stock into debt, and they issue proxies and
count votes in connection with annual stockholder meetings.
Today banks frequently serve as trustees under indenture, holding
legal title to property securing a bond issue with the power to foreclose
on and liquidate that property if the issue defaults. The bank as trustee
must make sure all bond covenants agreed to by the issuing corporations
are adhered to and that all required liens against the companys property
are duly filed and recorded. The trust department will set up and manage
a sinking fund, investing all monies that the bond issuer contributes to
that fund periodically with the intent of eventually redeeming the bond
issue.
The fiduciary activities of banks make a critical contribution to the
functioning of the commercial paper market, where the unsecured, shortterm notes of large corporations (both foreign and domestic) are traded.
Bank trust departments keep records on which investors purchase commercial paper, see that any notes purchased are actually delivered to the
investors involved, and pay of the holders of those notes on the maturity date. Even more important, banks issue letters of credit backstopping
issuers of commercial paper in order to reassure investors that the bank
will pay off a note issue if the borrowing corporation cannot do so. A banks
trust department will receive and hold any credit letters issued by other
lending institutions and check to see that all the terms of those credit letters
are being adhered to by borrowing companies. If necessary, the trust department will file for payment under the terms of a credit letter and dispense the collected funds to note holders.
Many banks today would like to offer real estate brokerage services to
their customers, selling a home or commercial structure and then financing the sale. For generations banks have made loans to finance the construction of business facilities and private houses. While preferring to stick
predominantly to short-term construction financing, banks have also taken
on a limited volume of long-term commercial and residential real estate
mortgages in which the mortgage property being a home or a commer201

cial structure. Mortgage loans are among the riskiest forms of bank credit, though they can be sold quite readily in the secondary market. Sometimes banks acquire realty companies in order to be able to offer a larger menu of financial services.

Vocabulary
to issue a proxy  âûäàòü ïîëíîìî÷èå íà ïðàâî ãîëîñîâàíèÿ,
äîâåðåííîñòü

Vocabulary

to foreclose  ëèøàòü ïðàâà
ïîëüçîâàíèÿ
a sinking fund  ôîíä ïîãàøåíèÿ çàäîëæåííîñòè, âûêóïíîé ôîíä

practice

1. Look at the words below, all of which are from this unit.
Match the words with the correct definition from the list below.
fiduciary relationship, trustee, real estate, mortgage, estate, trust
department, trustor, service, a letter of credit
1. Ones collective assets and liabilities ___________.
2. An agreement between a bank and its customer in which the bank
becomes responsible for the management of the customers
funds ____________.
3. One who holds legal title to property in trust for the benefit of
another person, and who is required to carry out specific duties
with regard to the property _____________.
4. One who creates a trust ______________.
2. Answer the following comprehensive questions based on the text.
1. What is the bank? What factors determine the success of its operation?
2. What makes the 1990s a turning point in banking?
3. What do bank trust operations encompass?
4. What groups do the bank trust operations fall into?
5. What does the Federal Indenture Act of 1939 envisage?
6. What are the obligations of a bank acting as trustee under indenture?
7. What are letters of credit aimed at when they are issued by banks
acting as fiduciaries to benefit their corporate customers?
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5.14. Automatic Cash Dispensers
Barclays cash dispensers  a brochure
Many customers see cash dispensers as a welcome alternative to making withdrawals at the counter. Here is an extract from a brochure, which
Barclays Bank gives its current account holders to explain how their
machines work.
Barclays cash dispensers
Quick and easy access to your account
Barclays cash dispensers form part of a network of over 5,200 machines in the UK, enabling you to withdraw cash from any cash dispensers belonging to Barclays Bank, Lloyds Bank, The Royal Bank of
Scotland and the Bank of Scotland.
Use of the Barclaybank network is free and our cash dispensers are
operational night and day. So you can use them at any time you want.
And we are continuing to expand this network by installing cash dispensers in places which are most convenient for you; for example, supermarkets, motorway, service station, hotels, hospitals, company premises and airports.
Both our Barclays Connect and Barclaybank cards enable you to access your current account through the cash dispensers. If you would like
to apply for a card, simply complete the attached application form and
take or post it to your branch. Once your application is approved you
should receive your card within 14 days.
Having successfully applied for a card, you will be given your own
Personal Identification Number (PIN), known only to you and the
Banks central computing system. This number is used in conjunction
with the card to obtain access to your current account or Barclaycard
account.
No one else can access your account, as your PIN is known only
to you. Your PIN is exclusively for your own use and must never be
disclosed to anyone else.
How does the cash dispenser work?
Weve made sure that all Barclays cash dispensers are quick and easy
to use. So simple that it rarely takes more than a minute to complete your
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transaction. Once youve put your card in, the machine gives you stepby-step instructions on how to use it.
The machine then returns your card, ready to use again whenever
you need it.
If you are not quite sure how to operate the machine, just call into
your local branch where they will be pleased to explain how it works.
How can I check the transactions I make?
When you use a Barclays cash dispenser you can request an advice
sli p which records the date, the location and the amount of cash you
have withdrawn. This information is also recorded on your bank statement which enables you to double-check the details, whichever type of
machine you use.
What if I lose my card or have forgotten my PIN?
If you lose your card or believe that your PIN is known to someone else, you must let the Bank know immediately. You can inform any
Barclays branch during office hours or telephone the 24-hour number,
Northampton (0604) 230230. Usage of the card will then be stopped
immediately.
If you have forgotten your PIN, just contact your branch. They will
be happy to instruct the computer system to remind you of your PIN
or issue you with a new one. Please note that cards are occasionally retained by cash dispensers for one of the following reasons:
• they are out of date;
• an incorrect PIN has been punched three consecutive times;
• the Bank has been informed that the card is lost or stolen;
• you fail to respond, after 20 seconds, to a machine prompt asking if you want more time.
What are the charges for Barclays customers who use the cash dispensers?
What about your banks customers?
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5.15. Depositing Money with a Bank

Vocabulary
active account  àêòèâíûé äåïîçèòíûé ñ÷åò
accrue (v)  íàêàïëèâàòüñÿ
balance (v)  ñàëüäèðîâàòü,
ïîäâîäèòü èòîã, çàêðûâàòü
ñ÷åòà
cancel a cheque (Am. check) (v) 
àííóëèðîâàòü ÷åê
compound interest  ñëîæíûå
ïðîöåíòû
credit (v)  êðåäèòîâàòü
debit (v)  äåáåòîâàòü
deposit  âêëàä, äåïîçèò, çàäàòîê
fund  çàïàñ, ðåçåðâ, ôîíä
genuine  ïîäëèííûé, íåïîääåëüíûé
insurance  ñòðàõîâàíèå
insure against (v)  ñòðàõîâàòü(ñÿ) îò
interest on bank credits  ïðîöåíò
ïî áàíêîâñêîìó êðåäèòó
joint account  ñîâìåñòíûé ñ÷åò
ledger  áóõãàëòåðñêàÿ êíèãà,
ãðîññáóõ
liquid  ëèêâèäíûé
maturity  ñðîê ïëàòåæà
notice  èçâåùåíèå, óâåäîìëåíèå

outstanding  1) âûïóùåííûé â
îáðàùåíèå; 2) íå ïðåäúÿâëåííûé ê ïëàòåæó, çàäîëæåííûé, ïðîñðî÷åííûé
overdraft  îâåðäðàôò, ïðåâûøåíèå êðåäèòíîãî ëèìèòà
overdraw (v)  äîïóñêàòü îâåðäðàôò, ïðåâûøàòü êðåäèòíûé
ëèìèò
passbook  áàíêîâñêàÿ ðàñ÷åòíàÿ
êíèæêà, äåïîçèòíàÿ êíèæêà,
ñáåðåãàòåëüíàÿ êíèæêà
per annum  åæåãîäíî, â ãîä
principal  1) íîìèíàë âåêñåëÿ;
2) êàïèòàë; 3) îñíîâíîé äîëæíèê
posting  ïðîâîäêà
rate of interest  ïðîöåíòíàÿ
ñòàâêà
reconcile (v)  âûâåðÿòü ñ÷åò
commission service charge (US) 
êîìèññèîííûé ñ÷åò
term  ñðîê âûïîëíåíèÿ îáÿçàòåëüñòâ
time certificate  ñðî÷íûé ñåðòèôèêàò
transferable  ïåðåâîäíîé

Questions on the text:
1. Are service charges debited or credited to an account?
2. What happens when a cashier notices an overdraft on somebodys
account?
3. What does a teller have to do before he/she cashes a check?
4. What advice would you offer to a customer who has some funds
on hand?
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5.
6.
7.
8.

Why is it profitable to deposit your funds for a specified term?
How is the interest on a savings account figured?
Which type of account is transferable?
How are customers deposits protected?

Depositing Money with a Bank
There are two general reasons for using a bank account. The first and
most common is the convenience and safety provided by a current account at a bank. The second is that small and perhaps regular surpluses
are available to be saved, and for this purpose a bank provides deposit
accounts.
A deposit account will not offer a high rate of interest and would not
be the best way to save large sums of money for any long period of time,
but it is designed to make saving simple, convenient and safe. It is especially appropriate for those who may save small amounts from time
to time without any planned regularity or for those who wish to save
for a particular purpose in the immediate future, for example for annual holidays or for the purchase of a major item such as a car.
Most customers of a bank who have opened a deposit account will
also have a current account and this makes the transfer of amounts of
money from one to the other an easy matter. Regular payments into
a deposit account can be made through a standing order to the bank
that will automatically transfer the agreed amount according to your
instructions. Other payments are made on standard forms but it is most
convenient and provides a useful record if the depositor uses a paying
in book. Interest is calculated every six months and added to the account. The rate of interest varies from time to time and is publicly advertised in any bank. Because the bank uses money deposited with them
to lend to others it normally requires about seven days notice of intention to withdraw money from a deposit account, but unless there is
a heavy demand for money they are not likely to insist on this and
cash is often immediately available to those who wish to withdraw it.
There is an assumption that such notice was given and you would lose
seven days interest on the money.
The increasing need for security and the use of computers in wage
payments have combined to make it more common to have a bank account than to be without one. This kind of account is a current one and
its most common use is a single regular payment in either a weekly wage
or a monthly salary and regular payments out to meet the normal ev206

eryday expenses. Most payments are still made by cheque although the
use of the standing order or the direct debit is becoming very common.
It is normally expected that a current account will remain in balance and
customers who regularly maintain an agreed minimum balance are often given the services of the bank without charge. In general, however,
charges are made which vary with the size of the balance, the amount
of use of the banks services and the number of transactions. If the account is overdrawn, a further charge, which is the interest on the overdrawn amount, is also made.
Overdrafts are not permitted automatically and anything other than
a small temporary overdraft would have to be by agreement with the bank
manager. Such a facility is often useful particularly when there is a short
term disbalance between income and expenditure. On the other hand,
since money in a current account does not attract interest, it is not a good
idea to maintain large cash balances, these would be better transferred
to a deposit account or to an alternative form of saving.
Questions on the text
1. What are the two main reasons for opening a bank account?
2. Which type of account is used by those who wish to save?
3. What kind of saving is this type of account most suited to?

5.16. Applications for Loans

Vocabulary
amortize  1) ïîãàøàòü äîëã â
ðàññðî÷êó; 2) îáåñïå÷èâàòü
ïîñòåïåííóþ âûïëàòó çàéìà
repaid by annual installments 
âûïëà÷åííûé â ðàññðî÷êó
appraise (v)  îöåíèâàòü, îïðåäåëÿòü ñòîèìîñòü
assets  èìóùåñòâî, äîñòîÿíèå,
ñðåäñòâà; àêòèâû, ôîíäû,
êàïèòàë
fixed assets  îñíîâíûå ñðåäñòâà, îñíîâíûå ôîíäû

current assets  òåêóùèå àêòèâû
balance sheet  áàëàíñîâûé
îò÷åò
chattel  äâèæèìîå èìóùåñòâî
chattel mortgage (US)  èïîòå÷íûé êðåäèò
clear  îñóùåñòâëÿòü êëèðèíã
âåêñåëåé, ÷åêîâ; âûïëà÷èâàòü
ïî ÷åêó êëèåíòà
collateral security  èìóùåñòâåííîå îáåñïå÷åíèå, îáåñïå÷åíèå öåííûìè áóìàãàìè
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collateral  îáåñïå÷åíèå; çàëîã;
äîïîëíèòåëüíîå îáåñïå÷åíèå
debt  äîëã, çàäîëæåííîñòü,
îáÿçàòåëüñòâî
deed  äîêóìåíò, ñêðåïëåííûé
ïîäïèñüþ è ïå÷àòüþ
discount (v)  1) äèñêîíò, ó÷åò
âåêñåëåé; 2) ïðîöåíò ñêèäêè,
ñòàâêà ó÷åòà, ñêèäêà
encumbrance  çàêëàäíàÿ, äîëã,
îáÿçàòåëüñòâî
equity  1) ìàðæà; 2) äîëÿ àêöèîíåðà â êàïèòàëå; 3) îáûêíîâåííàÿ àêöèÿ
estate  èìóùåñòâî, ñîñòîÿíèå
estimate (v)  1) îöåíèâàòü;
2) ïîäñ÷èòûâàòü; 3) ñîñòàâëÿòü ñìåòó
holding  1) âëàäåíèå àêöèÿìè;
2) ïàêåò àêöèé
holdings  âêëàäû, àâóàðû
indebtedness  çàäîëæåííîñòü
installment  1) î÷åðåäíîé
âçíîñ; 2) ÷àñòè÷íûé ïëàòåæ
legal charge  çàêîííàÿ ïëàòà

liabilities  äåíåæíûå îáÿçàòåëüñòâà, ïàññèâû
liquidate (v)  ëèêâèäèðîâàòü,
ïîãàøàòü
mortgage  èïîòåêà; çàëîã;
çàêëàäíàÿ
net value, net worth (US) 
÷èñòàÿ ñòîèìîñòü êîìïàíèè;
ñîáñòâåííûé êàïèòàë
obligation  äîëãîâîå îáÿçàòåëüñòâî; îáëèãàöèÿ
pledge (v)  çàêëàäûâàòü, îáÿçûâàòüñÿ
property  1) ñîáñòâåííîñòü;
2) èìóùåñòâî
real estate (US)  íåäâèæèìîñòü
retire (v)  ïîãàøàòü äîëãîâîå
îáÿçàòåëüñòâî
securities  öåííûå áóìàãè,
ôîíäû
title  ïðàâî ñîáñòâåííîñòè
trust  1) òðàñò, äîâåðèòåëüíûé
ôîíä; 2) êðåäèò / äàâàòü â
êðåäèò
trust deed (US)  àêò ó÷ðåæäåíèÿ äîâåðèòåëüíîé ñîáñòâåííîñòè

The text
Banks made their profits by lending the money which customers
deposit with them to others who need it for personal or business reasons. Most people need more money than they have currently available
at some time in their lives.
To be a borrower you must be a customer of the bank because the money
will be lent to you through a bank account. There are two ways in which
you may borrow. The first, and easy, is to spend more money than you
have in your current account  to overdraw. The second and the normal
way of borrowing larger amounts or for a long period of time is the loan.
If manager permits an overdraft on current account he is likely to
set a limit to the size of the overdraft and may stipulate a date by which
the account is back in credit.Businesses whose payments and receipts are
often irregular will frequently need to use overdraft facilities and they
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are often granted to private customers as well particularly when the manager knows that regular payments are made directly into the account.
If a loan is granted it will be a fixed sum immediately available for a
fixed period of time. The princi pal and the interest on it may all become due for payment at the end of that period but for personal loans
it is common to arrange that the loan and interest are repaid in equal
regular installments over the period of the loan. A separate account is
opened to record the repayments as they are made.
Whether you are seeking money for business or personal reasons
there are a number of things that the manager will want to know before he is prepared to grant your request. The obvious facts will be amount
that you seek and the arrangements for re-payment that you are able
to suggest. You need to tell him something about the purpose of the loan,
a business loan is likely to help you make profits out of which the loan
can be repaid with interest and he will wish to judge for himself whether or not this is likely. Personal loans usually have to be repaid out of
an income, which will not get any bigger and the manager will be
particularly anxious to ensure that you are not being too optimistic. In
deciding this he will be considerably assisted by his knowledge of you
and his estimate of your character.
Sometimes people do not ask for enough money because they are
anxious about the burden of the repayments. The manager will be wise
enough to try and ensure that you will have sufficient amount of money
to do what you want to do. Finally he will consider whether or not you
really will be able to repay and what kind of security you can offer against
the possibility that you do not repay. In the case of a business the manager may want to see well prepared, relevant documents such as profit
and loss accounts and balance sheets for the most recent years. He would
also ask about the expected return from the use of the money and want
to see some figures upon which you have based your calculations. For
a business good security might be one or more of the assets of the business whilst personal loans are often secured by such things as life insurance policies on which the bank is making regular payment for you
or the deeds of your house.
Questions on the text
1. What are the two possible kinds of borrowings?
2. In what circumstances is an overdraft on current account permissible?
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3. How are personal loans usually repaid?
4. Will you pay back more than you borrowed? What will the difference be?
5. What information will the manager require for a personal loan?
6. What information will he require for a business loan?
7. What other things will he take into account?
8. What will he need from you to make the loan safer for him?
9. What does a businessman mean by his expected rate of return?
10. Why might this be important to the bank manager?
11. What kind of things might you offer as collateral for a personal
loan?

Vocabulary
rate of return  1) íîðìà ïðèáûëè; 2) êîýôôèöèåíò îêóïàåìîñòè êàïèòàëîâëîæåíèé
reconciliation  ïðèâåäåíèå êëèåíòîì ó÷åòà ñâîèõ îïåðàöèé â
ñîîòâåòñòâèè ñ ó÷åòîì áàíêà;
ñîãëàñîâàíèå, âûâåðêà
revenues  1) äîõîäû; 2) ãîñóäàðñòâåííûå äîõîäû
revenue bonds  îáëèãàöèè,
îáåñïå÷åíèå äîõîäàìè îò îïðåäåëåííîãî îáúåêòà
share  àêöèÿ

stock (US)  àêöèÿ
speculative  1) ñïåêóëÿòèâíûé;
2) ðèñêîâàííûé
tax-exempt  íå îáëàãàåìûé
íàëîãîì
working capital  îáîðîòíûé
êàïèòàë
yield  1) äîõîä ïî öåííûì áóìàãàì; 2) äîõîä â âèäå ïðîöåíòîâ íà âëîæåííûé êàïèòàë
yield interest (v)  ïðèíîñèòü
ïðîöåíòíûé äîõîä

Read the dialogue:
Board Member:
President:
B. M.:
P.:
B. M.:
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I notice that our cash and cash-in-banks has building up
above the amount required by law.
Ive had the same thoughts. And right now there is a new
offering of munici pal bonds that can be bought at a price
that will yield 3.5 %.
Are they general obligation bonds?
Yes, they are. I prefer those to revenue bonds, dont you?
I do. Does this issue have an AA rating?

P.:
B. M.:
P.:
B. M.:

Yes. And they can be had in five to ten-year maturities.
Theyre tax-exempt, you know.
Do you think we might also buy some stocks to keep our
portfolio well diversified?
Well, we might. But stocks are much more speculative.
Unless we stick to blue chi p issue. They show less price fluctuation.

Questions on the dialogue
1. What problem is being considered by the President and the Board
Member?
2. How can the bank invest its funds profitably at present?
3. Why does the President prefer to invest in general obligation bonds?
4. What does the President know about a new offering of munici pal
bonds?
5. Where else can they invest the banks funds?
6. What sort of stocks are they going to invest in and why?

5.17. Bank Investments
The investment policy of a bank is based upon the reconciliation of
two conflicting aims. On the one hand the bank wants to make as much
profit as it can and for this reason it must take the risks of lending
money. On the other hand its funds belong to its depositors and must
be available whenever they wish to make withdrawals.
There are two things that the bank must therefore do. First it must
keep a proportion of its assets in the form of cash to meet demands. The
amount that this needs to be varies very little from one bank to another or from one day to another and experience suggests that it is about
six percent. As a cushion against unexpected demands a further proportion of funds is invested at low rates of return in highly liquid lending
mostly to firms in the money and capital markets.
The second thing that the bank must do is to ensure that the investments it chooses are safe. This also means that they are relatively low
yielding since high yields are associated with risk and with lending for
long periods of time. Much of a banks investment is in short and medium term government and local government bonds. They yield certain
incomes and are readily saleable should the occasion demand.
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Advances by a bank to its customers are the least liquids of their assets
since there are few borrowers who could repay a loan at very short notice. However, they are also the most profitable of them yielding the
highest rate of return. Advances to customers are likely to account for
more than two thirds of the banks investment portfolio although this will
vary on a day to day basis since overdrafts are the most common form
of advance and are not immediately controllable by the bank.
In general banks do not lend to industry for long periods of time
or for investment projects. They regard themselves as providing working capital rather than fixed capital.
Questions on the text
1. What two conflicting aims must a bank reconcile in its investment
policy?
2. What must the bank do to be ready to meet demand for cash on the
part of its customers?
3. Why does the bank prefer rather low yielding investments?
4. Which investments do usually yield high returns?
5. Which investments are hardly controllable by the bank? Why?
6. Why dont banks usually invest in industrial projects?

Vocabulary

Practice

1. Find proper definitions:
Terms
1.
2.
3.
4.
5.
6.

Tax
Yield
Cash
Bond
Stock/share
AA rating

7. Portfolio
8. Liquidity

212

Definitions
a)
b)
c)
d)
e)
f)

the pattern of investments held by a bank
a government or local government security
the actual return from a particular investment
a unit of ownershi p in a company
a stock thought to be of highest quality
money collected by a government for its
support
g) the speed with which an investment can be
redeemed for cash
h) coins and bills

2. Using the words in brackets, explain the meaning of the following
terms:
1. Cash-in-banks (as a reserve, risk, withdrawals).
2. General obligation bonds (secured by, the property of a city, other
unit of government).
3. Munici pal bonds (for sale, a city or other unit of government,
offered by).
4. Revenue bonds (revenues, repaid out of).
5. AA rating (a bond, a stock, the value of, a high estimate of).
6. Tax-exempt (tax obligation, free from).
7. Working capital (day to day, stock, cash, needs).
8. Fixed capital (machinery, buildings, long term).
9. High yield (good return, risk, long period of time).
10. Overdraft (current account, withdraw, exceed).

5.18 Money and the return it earns
Fundamental to all financial markets is the idea of earning a return
on money. Money has to work for its owner. Here are some of the ways
it can do so:
1. You deposit $1,000 with a bank, which pays you, say, 10 per cent
a year interest. In other words, your $1,000 of capital earns you $100
a year, which is the return on your money. When you want your $1,000
back you get $l,000, plus any accumulated interest, not more or less.
Provided your bank does not go bust, your $1,000 of capital is not at
risk, except from inflation, which may reduce its purchasing power each
year.
2. You buy gold bullion to a value of $1,000 because you think the
price of gold will rise. If the price of gold has risen by 20% after a year,
you can sell your gold for $1,200. You have made a profit or a capital
gain, of $200 on your capital outlay of $1,000. In other words you have
à return of 20% on your money. If the price of gold fails to move,
youve earned nothing because commodities like gold do not pay interest.
3. You use your $1,000 to buy securities that are traded on a stockmarket. Usually these will be government bonds (known as gilt-edged
securities or gilts in the UK) or ordinary shares in a company. The
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former always provide an income; the latter normally do not. Traditional
gilt-edged securities pay a fixed rate of interest. Ordinary shares in companies normally pay a dividend from the profits the company earns. If
the companys profits rise, the dividend is likely to be increased; but
there-is no guarantee that there will be a dividend at all. If the company makes losses, it may have to cease paying a dividend.
But when you buy securities that are traded on a stockmarket, the
return on your $1.000 is not limited to the interest or dividends you
receive. The prices of these securities will also rise and fall, and your
original $1,000 investment accordingly becomes worth more or less. So
you are taking the risk of capital gains or capital losses.
Suppose you buy $1,000 worth of ordinary shares, which pay you
a dividend of $40 a year. You are getting a return or dividend yield of 4%
a year on your investment ($40 as a percentage of $1,000). If after a year
the market value of your $1,000 of shares has risen to $1,100, you can
sell them for a capital gain of $100 (or a 10% profit on your original
outlay). Thus your overall return over a year consists of the $40 income
and the $100 capital gain: a total of $140 or a 14% overall return on your
original $1,000 investment.
Investors are generally prepared to accept much lower initial yields
on shares than on fixed-interest stocks because they expect the income
to rise in the future. Most investors in ordinary shares are seeking capital gains at least as much as income. Note that if you are buying a security, you are taking the risk that the price may fall whether it is a
government bond or a share. But with the government bond the income
is at least guaranteed by the government. With the share there is a second
layer of risk: the company may not earn sufficient profits to pay a dividend.
To summarize: money can be deposited to produce an income; it can
be used to buy commodities or goods, which are expected to rise in value;
or it can be invested in stockmarket securities, which normally produce
an income but show capital gains or losses as well. Of course, there are
many variations on each of these items.

Vocabulary
an accumulated interest  íàêîïëåí- to go bust (syn. to go bankrupt) 
îáàíêðîòèòüñÿ
íûé ïðîöåíò
provided (syn. providing)  ïðè óñëî- a capital gain  äîõîä îò ïðèðîñòà
êàïèòàëà (êàê ðåçóëüòàò ðîñòà
âèè
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ðûíî÷íîé ñòîèìîñòè àêòèâîâ;
ìîæåò áûòü ïîëó÷åí ïðè ïðîäàæå
àêòèâîâ)
capital outlay  êàïèòàëîâëîæåíèÿ
gilt-edged securities (gilts)  ïåðâîêëàññíûå (îñîáî íàäåæíûå) öåííûå
áóìàãè (äîñë, ñ çîëîòûì îáðåçîì)
ordinary shares  îáûêíîâåííûå
àêöèè
a fixed rate of interest  ôèêñèðîâàííàÿ ïðîöåíòíàÿ ñòàâêà
pay a dividend  ïðèíîñèòü äèâèäåíä
to cease  ïðåêðàùàòü

a capital loss  êàïèòàëüíûé óáûòîê (ïîòåðè îò ïîíèæåíèÿ
ðûíî÷íîé ñòîèìîñòè àêòèâîâ)
a yield  äîõîä ïî öåííûì
áóìàãàì (îñîáåííî îáëèãàöèÿì)
a dividend yield  äîõîä íà àêöèþ
overall return  îáùèé, ñóììàðíûé äîõîä
a second layer of risk  äîïîëíèòåëüíûé ðèñê
a layer  ñëîé

5.19. The Demand for Money
The demand for money is the quantity of liquid assets people are
willing to have in hand at any given moment. It depends on the income
they gain and the opportunity costs connected with the interest rate. But
why do people hold money at all?
Money is a stock It is the quantity of circulating currency and bank
deposits held at any given time. Holding money is not the same as
spending money when we buy a meal or go to the cinema. We hold
money in order to spend it later.
The distinguishing feature of money is its use as a medium of exchange, for which it must also serve as a store of value. It is in these
two functions of money that we must seek the reasons why people wish
to hold it.
The Transactions Motive for holding money. In a monetary economy
we use money to purchase goods and services and receive money in exchange for the goods and services we sell. Without money, making transactions by direct barter would be costly in time and effort. Holding
money economizes on the time and effort involved in undertaking transactions. We need to hold money between receiving payments and making subsequent purchases.
How much money we need to hold depends on two things, the value
of the transactions we wish to make and the degree of synchronization
of our payments and recei pts. We do not know how much $100 will
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buy until we know the price of goods. If all prices double, we will need
to hold twice as much money to make the same transactions as before.
The demand for money is a demand for real money. We need a given
amount of real money to undertake a given quantity of total transactions.
The Precautionary Motive for holding money. Thus far we have assumed that people know exactly when they will obtain recei pts and
make payments. But of course we live in an uncertain world. This uncertainty about the precise 1iming of recei pts and payments gives rise to
a precautionary motive for holding money. Suppose you decide to buy a
lot of interest-earning bonds and try to get by with only a small amount
of money holdings. You are walking down the street and spot a great
bargain in a shop window. But you do not have enough money to take
advantage immediately of this opportunity. By the time you have arranged for some of your interest-earning bonds to be sold off in exchange for money, the sale may be over. Someone else may have
snapped up the video recorder on sale at half-price. This is the precautionary motive for holding money. In advance, we decide to hold money
to meet contingencies the exact nature of which we cannot foresee.
Together, the transactions and the precautionary motives provide the
main reasons for holding the medium of exchange. They are the motives most relevant to the benefits from holding money.
The Asset Motive for holding money. Suppose we forget all about the
need to transact. We think of a wealthy individual or a firm deciding in
which assets to hold wealth. At some distant date there may be a prospect of finally spending some of that wealth, but in the short run the
objective is to earn a good rate of return.
Some assets, such as industrial shares, on average pay a high rate of
return but are also quite risky. Some years their return is very high, but
in other years it is negative. When share prices fall, shareholders can
make a capital loss, which swamps any dividend payment to which they
are entitled. Other assets are much less risky, but their rate of return
tends to be much lower than the average return on risky assets. Since
people dislike risk, they will not put all their eggs in one basket. As well
as holding some risky assets, they will keep some of their wealth in safe
assets. Although on average this portfolio will earn a lower rate of return,
it will help avoid absolute disaster at hard times.
The asset motive for holding money arises because people dislike risk
People are prepared to sacrifice a high average rate of return to obtain a
portfolio with a lower but more predictable rate of return.
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Vocabulary
currency in circulation  íàëè÷íîñòü
â îáðàùåíèè
the opportunity costs  àëüòåðíàòèâíûå èçäåðæêè âëàäåíèÿ äåíüãàìè
the transactions motive for holding
money  òðàíñàêöèîííûé
ìîòèâ
íàêîïëåíèÿ
äåíåã
(êàòåãîðèÿ
êåéíñèàíñêîãî
àíàëèçà)
to
undertake
transactions

ïðîâîäèòü, ñîâåðøàòü ñäåëêè
receipts  äåíåæíûå ïîñòóïëåíèÿ
the precautionary motive for holding
money  ìîòèâ íàêîïëåíèÿ äåíåã
íà íåïðåäâèäåííûå öåëè (êàòåãîðèÿ êåéíñèàíñêîãî àíàëèçà)
the precise timing  òî÷íîå âðåìÿ
to get by  ïðîæèòü, ñâîäèòü
êîíöû ñ êîíöàìè
to spot  ðàçã. óâèäåòü, çàìåòèòü
a great bargain  õîðîøàÿ âåùü,
êîòîðàÿ ïðåäëàãàåòñÿ ïî ñïåöèàëüíîé (ñíèæåííîé) öåíå;
óäà÷íàÿ ïîêóïêà

to take advantage of  âîñïîëüçîâàòüñÿ
to snap up  ïîäõâàòèòü, ïåðåõâàòèòü
contingencies  ñëó÷àéíîñòè, íåïðåäâèäåííûå îáñòîÿòåëüñòâà
to foresee  ïðåäâèäåòü
the asset motive for holding money 
ìîòèâ íàêîïëåíèÿ äåíåã â
êà÷åñòâå àêòèâîâ (êàòåãîðèÿ
êåéíñèàíñêîãî àíàëèçà)
on average  â ñðåäíåì
to swamp  ïîãëîùàòü, ñâîäèòü
íà íåò
risky assets  íåëèêâèäíûå àêòèâû
(äîëãîñðî÷íûå èíâåñòèöèè è
ññóäû; öåííûå áóìàãè ñ êîëåáëþùèìñÿ êóðñîì)
a portfolio  ïîðòôåëü (íàïð., öåííûõ áóìàã)
disaster  áåäñòâèå, êðàõ
to sacrifice  æåðòâîâàòü, ïðèíîñèòü â æåðòâó
predictable rate of return  ïðåäñêàçóåìàÿ íîðìà ïðèáûëè

Vocabulary

practice

1. Suggest the Russian equivalents
the distinguishing feature of money; in a monetary economy; the tune
and effort involved in undertaking transactions; snapped up the video
recorder on sale at half-price; the motives most relevant to...; a capital
loss, which swamps any dividend payment to which they are entitled;
will not put all their eggs in one basket; avoid absolute disaster at hard
times; to sacrifice a high average rate of return; in the short run.
II. Replace the parts in italics by synonyms
gives rise to; to take advantage of the opportunity; to meet contingencies; to foresee, a more predictable rate of return
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III. Fill in gaps with the words and expressions from the text.
1. The demand for money is___________ people are willing to
have in hand at any given moment.
2. Holding money is not the same as ___________ money, as we
hold money in order to
3. It is in two main functions of money, that is, its use as a medium of and a store of ________, that we must seek the reasons why
_______ .
4. Without money, making transactions by __________would be
_______ in time and effort.
5. We need to hold money between ________ and ________ .
6. How much money we need to hold depends on _________ we
wish to make and the degree ________ .
7. We need a given amount of _________ to undertake a given quantity of _______ .
8. The uncertainty about _________of recei pts and payments gives
rise to _________ .
9. The precautionary motive for holding money is a decision to hold
money to meet ______ the exact nature of which we cannot ____ .
10. Together, ________ and ________ provide the main reasons
for holding the medium of exchange as they are the motives ________
to the benefits from _________ .
11. Some assets, such as _________ , on average pay a high rate
of return but are also ________ .
12. When share prices fall,_______ can make ________, which
_______ any dividend payment to which ________ .
13. Since people dislike risk, they will not _______ .
14. Although on average will earn a lower rate, of return, it will help
avoid _______ at hard times.
15. People are prepared to sacrifice _________ to obtain a portfolio with a lower but ________ rate of return.
IV. Find in the text English equivalents for the following
Íàëè÷íîñòü â îáðàùåíèè; äåíåæíûå îáÿçàòåëüñòâà áàíêà;
òåêóùèé (÷åêîâûé) ñ÷¸ò; ïóò¸ì íåïîñðåäñòâåííîãî îáìåíà;
òðàíñàêöèîííûé ìîòèâ íàêîïëåíèÿ äåíåã; ìîòèâ íàêîïëåíèÿ äåíåã
íà íåïðåäâèäåííûå öåëè; ïðîæèòü íà íåáîëüøèå äåíüãè; áûòü
ãîòîâûì ê ñëó÷àéíîñòÿì, íåïðåäâèäåííûì îáñòîÿòåëüñòâàì;
ïîëó÷àòü äîõîäû è ïðîèçâîäèòü ïëàòåæè; ìîòèâ íàêîïëåíèÿ äåíåã
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â êà÷åñòâå àêòèâîâ; ïîðòôåëü öåííûõ áóìàã
V. Answer the questions
1. What is the money supply?
2. What determines the demand for money?
3. What are the reasons for holding money? How do people hold their
money?
4. Dwell on each motive for holding money.

5.20 Interest rates and bond prices
The change in interest rates has important implications for the stock
market prices of bonds, which pay a fixed rate of interest: fixed-interest securities, of which the traditional gilt-edged securities issued by the
government are the most familiar though companies also issue fixedinterest bonds. It works like this.
Gilt-edged securities are a form of IOU (I owe you) or promissory
note issued by the government when it needs to borrow money. The
government undertakes to pay so much a year in interest to the people
who put up the money and who get the IOU in exchange. Normally the
government agrees to redeem the stock at some date in the future, but
to illustrate the interest rate mechanism it is easy initially to take an irredeemable or undated stock, which does not have to be repaid.
The original investors who lend the money to the government do not
have to hold on to the IOUs. They can sell them to other investors, who
then become entitled to receive the interest from the government. Suppose the government needs to borrow money at a time when investors
would expect an 11% yield on a gild-edged security. It offers $11 a year
interest for every $100 it borrows. The investor is prepared to pay $100
for the right to receive $11 a year interest, because this represents an
11% return on his outlay.
Then suppose the interest rates rise to a point where an investor
would expect a 12,5% return if he bought a gild-edged security. He will
no longer pay $100 for the right to $11 a year in income. He will only
be prepared to pay a price that gives a 12,5% return on his outpay. The
right price in this case is $88, because if he pays only $88 to receive
$11 a year in income, hes getting a 12,5% return on his investment. So
in the stock market the price of the gild-edged security that pays $11 a
year interest will have to fall to $88 before investors are prepared to buy
it. The original investor who paid $100 thus sees the value of his in219

vestment fall because of the rise in interest rates. Conversely, the value
of his investment would have risen if interest rates had fallen.
To summarize: If interest rates on securities go down, bond prices
or prices for securities go up, and vise versa.

Vocabulary
promissory note  äîëãîâîå îáÿçàòåëüñòâî
put up the money  âêëàäûâàòü
äåíüãè
to redeem  ïîãàøàòü (öåííûå áóìàãè)

irredeemable  íåïîãàøàåìûå
öåííûå áóìàãè
undated stock  öåííûå áóìàãè áåç
óêàçàíèÿ äàòû ïîãàøåíèÿ
to hold on to  ñîõðàíÿòü ÷òî-ëèáî, äåðæàòüñÿ çà ÷òî-ëèáî
vise versa  íàîáîðîò

5. 21 Inflation
Inflation is generally defined as a persistent rise in the general price
level with no corresponding rise in output, which leads to a corresponding fall in the purchasing power of money.
In this section we shall look briefly at the problems that inflation
causes for business and consider whether there are any potential benefits for an enterprise from an inflationary period.
Inflation varies considerably in its extent and severity. Hence, the
consequences for the business community differ according to circumstances. Mild inflation of a few per cent each year may pose few difficulties for business. However, hyperinflation, which entails enormously high rates of inflation, can create almost insurmountable problems for
the government, business, consumers and workers. In post-war Hungary, the cost of living was published each day and workers were paid
daily so as to avoid the value of their earnings falling. Businesses would
have experienced great difficulty in costing and pricing their production
while the incentive for people to save would have been removed.
Economists argue at length about the causes of, and «cures» for, inflation. They would, however, recognize that two general types of inflation
exist:
* Demand-pull inflation
* Cost-push inflation
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Demand-pull Inflation.
Demand-pull inflation occurs when demand for a nations goods and
services outstri ps that nations ability to supply these goods and services. This causes prices to rise generally as a means of limiting demand to
the available supply.
An alternative way that we can look at this type of inflation is to say
that it occurs when injections exceed withdrawals and the economy is
already stretched (i.e. little available labour or factory space) and there
is little scope to increase further its level of activity.
Cost-push Inflation.
Alternatively, inflation can be of the cost-push variety. This takes place
when firms face increasing costs. This could be caused by an increase in
wages owing to trade union militancy, the rising costs of imported raw
materials and components or companies pushing up prices in order to
improve their profit margins.

Vocabulary
a persistent rise  íåóêëîííûé, ïîñòîÿííûé ïîäúåì
with no corresponding rise in output 
íå ñîïðîâîæäàþùèéñÿ ïîäúåìîì
ïðîèçâîäñòâà
briefly  êîðîòêî, êðàòêî
potential benefits  ïîòåíöèàëüíûå
âûãîäû
varies considerably in its extent and severity  áûâàåò ðàçíîé ïî äëèòåëüíîñòè è îñòðîòå
hence  ñëåäîâàòåëüíî
mild inflation  ìÿãêàÿ, íèçêàÿ èíôëÿöèÿ
may pose few difficulties  îñîáûõ
ïðîáëåì íå ïðåäñòàâëÿåò
entails enormously high rates of inflation  îçíà÷àåò (âåäåò ê) ãðîìàäíûé ðîñò èíôëÿöèè
insurmountable  íåèñ÷èñëèìûå, êîëîññàëüíûå
at length  è ñåé÷àñ
to pull  òÿíóòü

demand-pull inflation  èíôëÿöèÿ,
âûçâàííàÿ ïðåâûøåíèåì ñïðîñà
íàä ïðåäëîæåíèåì, èíôëÿöèÿ
ñïðîñà
to push  òîëêàòü
cost-push inflation  èíôëÿöèÿ, âûçâàííàÿ ðîñòîì èçäåðæåê ïðîèçâîäñòâà, èíôëÿöèÿ èçäåðæåê
to occur  ïðîèñõîäèòü
to outstrip  îáãîíÿòü, îïåðåæàòü,
ïðåâîñõîäèòü
to stretch  íàòÿãèâàòü, íàïðÿãàòü
little available labour  ìàëî ðàáî÷åé ñèëû
there is little scope  ìàëî âîçìîæíîñòåé
owing to trade union militancy 
áëàãîäàðÿ
âîèíñòâåííîñòè
ïðîôñîþçîâ
in order to improve their profit margins  ÷òîáû óâåëè÷èòü ïðèáûëü
(ðàçìåðû ïðèáûëè)
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5.22 The Money Market
The money market comprises the demand for money and the money supply. The equilibrium in the money market is such a state of balance when the demand for money from households and businesses is
satisfied by the quantity of the money supplied. The equilibrium in the
money market is reached by changing bond prices.
People can hold their wealth in various forms  money, bonds,
equities, and property. For simplicity we assume that there only two
assets: money, the medium of exchange that pays no interest, and bonds,
which we use to stand for all other interest-bearing assets that are not
directly a means of payment. As people earn income, they ad to their
wealth. As they spend, they deplete their wealth. How should people divide
their wealth at any instant between money and bonds to gain the best
profits possible and not to incur losses?
There is an obvious cost of holding money. The opportunity cost of
holding money is the interest one would have gained if he (she) had
held bonds. It naturally follows that people will hold money rather than
bonds only if there is a benefit to offset this cost, only if holding money
is more profitable than holding bonds. It may only happen when interest
rates on bonds are too low to make it profitable to hold bonds.
Suppose the money market is in equilibrium when the interest rate
on interest-bearing assets (e.g. Treasury bills and other securities) is 6%
and the amount of money demanded is $200mln. Now suppose the interest rate goes down, say, to 4%. In this case interest-bearing assets are
no longer profitable as they cant earn a sufficient return. Hence, the demand for money will rise and will lead to a temporary lack of money
in the money market. If they lack money, households and businesses are
likely to sell bonds they possess for cash. That will cause an increase in
the bond supply, which lowers bond prices and rises interest rates on
interest-bearing assets. With a higher interest rate the amount of money people are willing to have in hand will decrease again. Consequently, the money supply will adjust to a current demand to reflect a higher interest rate.
Conversely, the increase in the money supply creates its temporary
surplus, which results in the demand for bonds and bond prices going
up. The interest rate falls thus restoring balance in the money market,
but at a new lower interest rate.
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Vocabulary

practice

I.Suggest the Russian equivalents
Interest-bearing assets are no longer profitable; to sell bonds they
possess for cash; the supply will adjust to the current demand; we use
to stand for all other interest-bearing assets; the restoring balance
II. Fill in the gaps with the words and expressions from the text.
1.The money market comprises ______ and _____ .
2. The equilibrium in the money market is such ______ when the
demand for the money from ______ is satisfied by the quantity of
______ .
3.The equilibrium in the money market is reached by _______ .
4.Money is the medium of _______ that _______ .
5.We use bonds to stand for all other ______ that are not directly ______ .
6.As people earn income, they ______ their wealth. As they spend,
they ______ their wealth.
7. _______ of holding money is the interest one ______ if he
(she) _______ bonds.
8.People will hold money rather than bonds only if holding money is _____ than holding bonds, that is when ______ on bonds are
_______ to make it profitable to _______ .
III. Find in the text English equivalents for the following
Ðàâíîâåñèå äåíåæíîãî ðûíêà; âðåìåííàÿ íåõâàòêà (èçáûòîê)
äåíåã; èìåòü íà ðóêàõ; áûòü â ðàâíîâåñèè; âîññòàíàâëèâàòü
ðàâíîâåñèå; äîñòè÷ü ðàâíîâåñèÿ; àêòèâû(îáëèãàöèè),ïðèíîñÿùèå
ïðîöåíòíûé äîõîä; óâåëè÷èâàòü áîãàòñòâî; èñ÷åðïûâàòü (èñòîùàòü)
áîãàòñòâî; äëÿ ïðîñòîòû äîïóñòèì, ÷òî; àëüòåðíàòèâíûå èçäåðæêè
âëàäåíèÿ äåíüãàìè; êîìïåíñèðîâàòü èçäåðæêè
IV. Answer the questions
1.Explain in your own words the term opportunity costs. What is
the opportunity cost of holding money?
2. Whats the equilibrium in the money market? How can it be
reached?
3. How does the money market work?
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V. Translate
1. Äëÿ ýêîíîìèêè ïëîõ êàê íåäîñòàòîê, òàê è èçáûòîê äåíåã, òàê
êàê ïåðâûé âåäåò ê ñíèæåíèþ ðàñõîäîâ âî âðåìÿ óïàäêà, à
ïîñëåäíèé  ê îáåñöåíèâàíèþ äåíåã è ñíèæåíèþ èõ
ïîêóïàòåëüíîé ñïîñîáíîñòè âî âðåìÿ èíôëÿöèè.
2. Äåíåæíûé ðûíîê îáúåäèíÿåò ñïðîñ è ïðåäëîæåíèå äåíåã äëÿ
îïðåäåëåíèÿ ðàâíîâåñíîé ñòàâêè ïðîöåíòà.
3. Ðàâíîâåñèå äåíåæíîãî ðûíêà óñòàíàâëèâàåòñÿ ïîñðåäñòâîì
èçìåíåíèÿ öåí íà îáëèãàöèè. Ñ èçìåíåíèåì öåí íà îáëèãàöèè
ïðîöåíòíûå ñòàâêè ìåíÿþòñÿ â îáðàòíîì íàïðàâëåíèè. Ïðè
ðàâíîâåñíîé ñòàâêå ïðîöåíòà öåíû íà îáëèãàöèè ïîñòîÿííû,
à ñïðîñ è ïðåäëîæåíèå äåíåã ðàâíû.
4. Óìåíüøåíèå ïðåäëîæåíèÿ ñîçäàåò âðåìåííóþ íåõâàòêó äåíåã
íà äåíåæíîì ðûíêå. Ëþäè è ó÷ðåæäåíèÿ ïûòàþòñÿ ïîëó÷èòü
áîëüøå äåíåã ïóòåì ïðîäàæè îáëèãàöèé. Ïîýòîìó ïðåäëîæåíèå
îáëèãàöèé óâåëè÷èâàåòñÿ, ÷òî ïîíèæàåò öåíó íà îáëèãàöèè è
ïîäíèìàåò ïðîöåíòíóþ ñòàâêó.
5. Óâåëè÷åíèå ïðåäëîæåíèÿ äåíåã ñîçäàåò èõ âðåìåííûé èçáûòîê,
â ðåçóëüòàòå ÷åãî óâåëè÷èâàåòñÿ ñïðîñ íà îáëèãàöèè è öåíà íà
íèõ ñòàíîâèòñÿ âûøå. Ïðîöåíòíàÿ ñòàâêà ïàäàåò, è íà äåíåæíîì
ðûíêå âîññòàíàâëèâàåòñÿ ðàâíîâåñèå.

5.23 Markets and interest rates
For each type of investment and for many of their derivatives there
is a market. There is a market in money in London. It is not a physical
marketplace: dealings take place over the telephone, and the price the
borrower pays for the use of money is the interest rate. There are markets in commodities. And there is a market in government bonds and
company shares: the stockmarket. The important thing is that no market
is entirely independent of the others. The linking factor is the cost of
money (or the return an investor can get on money). If interest rates
rise or fall there is likely to be a ri pple of movement through all the financial markets. Money will gravitate to where it earns the best return,
commensurate with the risk the investor is prepared to take and the
length of time for which he can tie up his money. This is the most
important mechanism in the financial sphere. As a general rule:
• The more money you have to invest, the higher the return you
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can expect.
• The longer you are prepared to tie your money up, the higher
the return you can expect.
• The more risk you are prepared to take, the higher return you
can expect if all goes well.
In either type of market, the buyers and the sellers may deal direct
with each other or they can deal through a middleman known as a marketmaker. If they deal direct, each would-be buyer has to find a corresponding would-be seller. If there is a marketmaker, a seller will sell instead to the marketmaker, who buys on his own account in the hope
that he will later be able to find a buyer to whom he can sell at a profit.
Marketmakers make a book in shares or bonds. They are prepared to buy
shares in the hope of finding somebody to sell to or sell shares (which
they may not even have) in the expectation of finding somebody from
whom they can buy to balance their books. Either way, they make
their living on the difference between the prices at which they buy and
sell. Marketmakers (in practice there will normally be a number of them
competing with each other) lend liquidity  fluidity  to a market. A
potential buyer can always buy without needing to wait until he can find
a potential seller, securities can readily be turned into a cash.

Vocabulary

derivatives  ïðîèçâîäíûå
the linking factor  ñâÿçóþùèé ôàêòîð, çâåíî
a ripple of movement through all the financial markets  äâèæåíèå,
âîëíåíèå íà ôèíàíñîâûõ ðûíêàõ
to gravitate  ñòðåìèòüñÿ
commensurate with  ñîðàçìåðíûé
to tie up  âêëàäûâàòü (êàïèòàë)

a middleman  ïîñðåäíèê
a marketmaker  äåëàòåëü ðûíêà;
áðîêåðñêàÿ ôèðìà, ïîñòîÿííî
êîòèðóþùàÿ öåííûå áóìàãè,
òîâàð
on ones own account  íà ñâîé
ñòðàõ è ðèñê; ñàìîñòîÿòåëüíî
fluidity  ïîäâèæíîñòü

Vocabulary

practice

I.
Fill in the gaps with the words and expressions from the text
1.A market in money in London is not ______ : dealings take place
____ , and the price a borrower pays for ____ is ____ .
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2._____ is a market in government bonds and company shares.
3.If interest rates rise or fall there is likely to be _____ through all
the financial markets.
4. Money _____ to where it earns the best return, ____ with the risk
the investor ____ and the length of time for which he can ____ his
money.
5.The more money you ____ , the higher return you ____ .
6. The longer you are prepared to ____ , the higher the return ____.
7. The more risk you _____ , the higher ____ .
8. If the buyers and sellers deal direct, each ____ has to find a corresponding _____ .
9. A marketmaker buys ____ in the hope that he will later be able to
find a buyer to whom ha can ____ .
10. Marketmakers are prepared to buy shares _____ of finding somebody to sell or to sell shares ____ of finding somebody from whom
they can buy to _____ .
11. Marketmakers make their living on ____ at which they can buy
to _____ .
12. Marketmakers lend _____ to a market.
II. Find in the text English equivalents for the following
ðûíîê òîâàðîâ; ðûíîê àêöèé; ëåæàòü â îñíîâå; ïåðåìåùàòüñÿ;
âëîæèòü äåíüãè; íàèáîëüøàÿ ïðèáûëü, ñîèçìåðèìàÿ (ñîðàçìåðíàÿ)
ñ ðèñêîì; ïîñðåäíèê, èçâåñòíûé êàê ñîçäàòåëü ðûíêà;
ïîòåíöèàëüíûé (2 âàðèàíòà) ïîêóïàòåëü è ïðîäàâåö; íà ñâîé ñòðàõ
è ðèñê; â íàäåæäå (2 âàðèàíòà)
III. Answer the questions
1. What are different types of investment and what are the corresponding markets? Dwell on each item.
2. What is a marketmaker? How does he make the market?
IV. Add some more sentences of your own on inflation, the money supply and the demand for money, the money market etc.
V. Translate
1. Âêëàäûâàÿ äåíüãè â ðàçëè÷íûå áàíêè è èíâåñòèðóÿ èõ â
ðàçëè÷íûå ôîíäû, èíâåñòîð âñåãäà ïðåñëåäóåò öåëü ïîëó÷èòü
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íàèáîëüøóþ ïðèáûëü, ñîèçìåðèìóþ ñ ðèñêîì.
2. Ôîíäîâàÿ áèðæà  ýòî ïîñðåäíèê ìåæäó ïîòåíöèàëüíûìè
ïîêóïàòåëÿìè è ïðîäàâöàìè ãîñóäàðñòâåííûõ îáëèãàöèé,
àêöèé êîìïàíèé è äðóãèõ öåííûõ áóìàã.
3. Â îñíîâå ëþáîãî ðûíêà, â ò.÷. ðûíêà öåííûõ áóìàã, ëåæèò
ïðèíöèï ðàâíîâåñèÿ ìåæäó òåìè, êòî õî÷åò ïðîäàòü, è òåìè,
êòî õî÷åò êóïèòü àêöèè.

5.24 Monetary Policy
Monetary policy is one of the main instruments of macroeconomics.
It is based on the ability of the Central Bank to control the money supply,
which leads to changes in interest rates and the exchange rate, and
therefore in the amount of the investment, which influences directly the
national output. This method of controlling the economy centers on
adjusting the amount of money in circulation in the economy and so the
level of spending and economic activity. Monetary policy was first employed as a means of control in the 1950s, but has been more widely
used since the 1970s. The Central Bank plays a major role in the implementation of the nations monetary policy. In some countries (for example, Germany) the Central Bank operates monetary police independent
of government policy. However, the UKs Central Bank, the Bank of
England, implements monetary policy on behalf of the government. Monetary policy has three main aspects:
• Controlling the money supply
• Controlling interest rates
• Managing the exchange rate
In this section we study the ways in which the Central Bank can
control the supply of money in the economy. The aim of the authorities when controlling the money supply is to limit the amount borrowed, and hence spent, by businesses and individuals during an inflationary period. It is hoped in this way to limit the level of overall demand in the country and thus to remove or reduce inflationary pressure. During a recession monetary policy is aimed at increasing the money supply to encourage spendings. There are three most important instruments available to affect the money supply: open market operations,
reserve requirements and the discount rate.
227

5.24.1 Open Market Operations.
Open market operations are the most important way of controlling
the money supply. It refers to the Bank trading government bonds in the
open market  that is when they are bought from and sold to commercial banks and individuals.
When the Bank sells government bonds in the open market, the Bank
withdraws the money from the population and reduces the money supply.
When the Bank buys government bonds in the open market, it increases
the amount of money in circulation and hence the money supply.
5.24.2 Reserve requirements
To understand the way a central bank can influence the money supply
we should consider the creation of money by commercial banks and in
this connection introduce the money multiplier.
Banks have to hold the proportion of their assets as a reserve in case
customers demand repayment of their deposits. This required reserve has
to be in a liquid form, that is easily convertible into cash. Many banks
indeed hold a significant proportion of this reserve as notes and coin either in their vaults or at the central bank. A required reserve ratio (%)
is a minimum ratio of cash reserves to deposits that the central bank requires commercial banks to hold. Commercial banks can hold more than
required cash reserves (this amount of money is called excess reserves and
is used to create new money), but they cannot hold less. If their cash falls
below the required amount, they must immediately borrow cash, usually from the central bank, to restore their required reserve ratio.
Commercial banks can make loans, i.e. they can create money and
increase their excess reserves. Suppose somebody deposited $100 with
bank A. If a required reserve ratio is 20%, the bank has $20 as required
reserves and $80 as excess reserves, which can be lended. If a borrower
draws a cheque for this whole sum and deposits it with the bank B,
then bank B gets $80 as its assets. Bank B is to hold 20% of this sum
(that is $16) as required reserves. It means it has $64 of excess reserves,
whish it can lend to somebody. The table below illustrates the process
with banks C, D, E, etc. being involved.
Table. The expansion of the money supply by a system of commercial
banks
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Bank

Bank A
Bank B
Bank C
Bank D
Other banks
The total
amount of the
money created

Reserves
Required
Excess
Created money
and loans, $ Reserves, $ Reserves, $ (the amount of
money to
lend), $
80,00
100,00
20,00
80,00
64,00
80,00
16,00
64,00
51,20
64,00
12,80
51,20
40,96
51,20
10,24
40,96
163,84
204,80
40,96
163,84
400,00

The money multi plier (m) shows the maximum amount of money,
which can be created by one dollar of excess reserves, the required reserve ratio given. The money multi plier is inversely proportional to the
required reserve ratio, or
m =1 / R, where
m  a money multi plier
R  a required reserve ratio
So we canseesce that the larger the required reserve ratio is the smaller the money multiplier is; the less money can be created and the less
the money supply is.
Now suppose the commercial banking system has $1 million in cash
and for strictly commercial purposes would normally maintain cash reserves equal to 5% of sight deposits. Since sight deposits will be 20 times
cash reserves, the banking system will create $20 million of sight deposits against its $1 million cash reserves:
cash reserves $1 million  5%
sight deposits x  100%
x = $ 1mln x 100% : 5% =$20 mln.
Suppose the Bank now imposes a reserve requirement that banks must
hold cash reserves of at least 10% of sight deposits. Now banks can create
only $10 million sight deposits against their cash reserves of $1 million. Thus a reserve requirement acts like a tax on banks by forcing them
to hold a higher fraction of their total assets as bank reserves and a lower
fraction as loans earning high interest rates.
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Thus, when the central bank imposes a reserve requirement in excess
of the reserve ratio that prudent banks would anyway have maintained,
the effect is to reduce the creation of bank deposits, reduce the value of
the money multi plier, and reduce the money supply. Similarly, when
a particular reserve requirement is already in force, any increase in the
reserve requirement will reduce the money supply.
5.24.3 The Discount Rate
The third instrument of monetary control available to the central
bank is the discount rate.
The discount rate is the interest rate that the bank charges when the
commercial banks want to borrow money.
Suppose banks think the minimum safe ratio of cash to deposits is
10%. Say their cash reserves are 12% of deposits. How far they dare let
their cash reserves fall towards the minimum level of 10%?
Banks have to balance their interest rate they will get on extra lending
with the dangers and costs involved if there is a sudden flood of withdrawers, which push their cash reserves below the critical 10% figure.
This is where the discount rate comes in. Suppose market interest rates
are 8% and the central bank makes it known it is prepared to lend to
commercial banks at 8%. Commercial banks may as well lend up to the
hilt and drive their cash reserves down to the minimum 10% of deposits. The banks are lending at 8% and, if the worst comes to the worst
and they are short of cash, they can always borrow from the Bank at 8%.
Banks cannot lose by lending as much as possible.
Suppose however that the Bank announces that, although market
interest rates are 8%, it will lend to commercial banks only at the penalty
rate of 10%. Now a bank will cash reserves of 12% may conclude that
it is not worth making the extra loans at 8% interest that would drive
its cash reserves down to the minimum of 10% of deposits. There is too
high a risk that sudden withdrawals will then force the bank to borrow
from the Bank at 10% interest. It will have lost money by making these
extra loans. It makes more sense to hold some excess cash reserves against
the possibility of a sudden withdrawal.
Thus, by setting the discount rate at a penalty level in excess of the
general level of interest rates, the Bank can induce commercial banks
voluntarily to hold additional cash reserves. Since banks have to hold
more cash as reserves, the money multi plier is reduced, less money
can be created and the money supply is lower.
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Vocabulary
instruments of macroeconomics  ìàêðîýêîíîìè÷åñêèå èíñòðóìåíòû
to control the money supply  êîíòðîëèðîâàòü ïîëîæåíèå äåíåã
the exchange rate  îáìåííûé (âàëþòíûé) êóðñ
the amount of the investment  ðàçìåð êàïèòàëîâëîæåíèé
adjusting the amount of money in circulation  êîððåêòèðîâàòü êîëè÷åñòâî
äåíåã â îáðàùåíèè
the implementation of the nations monetary policy  îñóùåñòâëåíèå,
ïðîâåäåíèå â æèçíü íàöèîíàëüíîé äåíåæíî  êðåäèòíîé ïîëèòèêè
Bank of England  Áàíê Àíãëèè (Àíãëèéñêèé áàíê). The Bank of England
is the UKs central bank/ Established in 1694, it plays a key part in implementing the governments monetary policy. It ensures that interest rates are at
level; desired by the government of the day and oversees the printing of notes
and coin. It has wider responsibilities in managing the nations debt and holding its reserves of foreign currency and gold. Thus, it holds responsibility for
the countrys monetary policy and its financial relations with other countries.
on behalf of  îò èìåíè
open market operations  îïåðàöèè íà îòêðûòîì ðûíêå
reserve requirements  ðåçåðâíûå òðåáîâàíèÿ
discount rate  ó÷åòíàÿ ñòàâêà
the money multiplier  äåíåæíûé ìóüòèïëèêàòîð
required reserve  òðåáóåìûå ðåçåðâû
easily convertible into cash  ëåãêî îáðàòèìûé â íàëè÷íûå (íàïð.,
äåïîçèòû, öåííûå áóìàãè)
a required reserve ratio  òðåáóåìàÿ ðåçåðâíàÿ íîðìà
cash reserves  êàññîâûå ðåçåðâû
excess reserves  èçáûòî÷íûå ðåçåðâû
to draw (syn.to write out, to make out, to issue) a cheque  âûïèñàòü ÷åê
created money-ñîçäàííûå äåíüãè
inversely proportional  (ant.directly proportional)  îáðàòíî
ïðîïîðöèîíàëüíûé
to maintain  ïîääåðæèâàòü
to impose a reserve requirement  íàëàãàòü (ââîäèòü) ðåçåðâíîå òðåáîâàíèå
fraction  ÷àñòü, äîëÿ
in excess of smth  ñâåðõ ÷åãî-ëèáî
prudent  ðàñ÷åòëèâûé, ïðåäóñìîòðèòåëüíûé
in force  â ñèëå
to charge  íàçíà÷àòü, íà÷èñëÿòü
to lend up to the hilt  çä. ïðîäîëæàòü ïðåäîñòàâëÿòü ññóäû
up to the hilt  ïîëíîñòüþ,öåëèêîì
to drive their cash reserves down to  äîâåñòè (ñíèçèòü) ñâîè êàññîâûå
ðåçåðâû äî
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Vocabulary
if the worst comes to the worst  åñëè ñëó÷èòñÿ ñàìîå õóäøåå
they are short of cash  ó íèõ íå õâàòàåò íàëè÷íûõ äåíåã
the penalty rate  ïîâûøåííàÿ ñòàâêà
it is not worth making the extra loans  íå ñòîèò ïðåäîñòàâëÿòü äîïîëíèòåëüíûõ çàéìîâ
to induce smb to do smth (syn. to cause smb to do smth)  çàñòàâèòü êîãîòî ñäåëàòü ÷òî-òî
voluntarily  ñîçíàòåëüíî, îñîçíàííî

Vocabulary

practice

I. Suggest the Russian equivalents
1.to restore their required reserve ratio; 2.maintain cash reserves to
5% of sight deposits; 3.create $20 million of sight deposits; 4.a higher
fraction of their total assets;5.a lower fraction as loans; 6.the interest rate
that the Bank charges; 7.extra lending; impose a reserve requirement; 8.the
dangers and costs involved; 9.prudent banks; 10.lend up to the hilt;
11.the minimum safe ratio of cash to deposits; 12.flood of withdrawals;
13.the Bank can induce banks voluntarily to hold additional cash reserves;
14.the required reserve ratio given
II. Fill in the gaps with the words and expressions from the text
1.Monetary policy is a method of controlling the economy that centers on ____ the amount of money _____ in the country and so
_____ and ____ .
2.In some countries the Central Bank operates monetary policy ____
government policy, but the UKs Central Bank implements monetary
policy ____ the government.
3. Monetary policy has three main aspects: controlling ____ , controlling ____ , managing ____ .
4.The aim of the authorities when controlling the money supply is
____ , and hence ____ , by businesses and individuals during ____.
5.It is hoped to limit the level of ____ in the economy and thus
to remove or reduce ____ .
6. During a recession monetary policy is aimed at ____ to ____
spendings.
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7. Open market operations refer to the bank trading government bonds
____ , that is when they are bought from and sold to ____ .
1. The three most important instruments ____ the money supply
are ____ , ____ and ____ .
2. When the Bank sells ____ in the open market, the Bank ____
the money from population and ____ the money supply.
3. Bank the Bank buys government bonds in the open market , it
____ the amount of money ____ and hence ____ .
4. Banks have to hold a proportion of their assets ____ in case customers demand ____ .
5. The required reserve has to be ____ , that is easily ____ into
cash.
6. ____ is a minimum ratio of ____ to ____ that the central bank
requires commercial banks to hold.
7. If cash of commercial banks ____ the required amount, they
must immediately ____ cash, usually from ____ , to restore their
____ .
8. Commercial banks can make loans, i.e. they can ____ and increase ____ .
9. The money the multi plier (m) shows ____ , which can be
created by one dollar of ____ , the required reserve ratio ____ .
10.The money multi plier is ____ to the requires reserve ratio, it
means that the larger ____ is the smaller ____ is; the less money
____ and the less ____ is .
11.Since sight deposits will be 20 times cash reserves, the banking
system will create $20 million of ____ against its $1 million ____ .
12.A reserve requirements acts like _____ by forcing them to hold
____ of their total assets as ____ and ____ as loans earning ____.
13.when a central bank imposes a reserve requirement ____ the reserve ratio, the effect is to reduce ____ , reduce ____ , and reduce
____.
14.when a particular reserve requirement is already ____ , any increase in ____ will reduce ____ .
15.The discount rate is ____ that the Bank ____ when the commercial banks want ____ .
16.Banks have to balance ____ they will get on extra lending with
____ if their is ____ , which push their cash reserves ____ .
17.Commercial banks may as well lend up ____ and ____ their
cash reserves ____ to the minimum.
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18.If the worst _____ and commercial banks ____ , they can always ____ the Bank.
19.The Bank announces that it will lend to commercial banks only
at ____ .
20.If the Bank imposes a penalty rate, a commercial bank may conclude that ____ making the extra loans.
21.There is too high a risk that ____ will then force the bank to
____ the Bank at the penalty interest rate.
22.It makes more sense to hold ____ against the possibility of ____.
23.By setting the discount rate at ____ in excess of ____ of interest rates, the Bank can ____ commercial banks ____ to hold ____.
24.since banks have to hold more cash reserves, ____ is reduced,
less money can ____ and ____ is lower.
III. Find in the text English equivalents for the following
1.îò èìåíè ïðàâèòåëüñòâà; 2.êðåäèòíî-äåíåæíàÿ ïîëèòèêà; 3.äëÿ
ïîîùðåíèÿ ðàñõîäîâ; 4.îïåðàöèè íà îòêðûòîì ðûíêå; 5.ðåçåðâíûå
òðåáîâàíèÿ; 5.êàññîâûé ðåçåðâ; 6.èçáûòî÷íûå ðåçåðâû; 7.òðåáóåìàÿ
ðåçåðâíàÿ íîðìà(óðîâåíü ðåçåðâíûõ òðåáîâàíèé); 8.ñîçäàâàòü äåíüãè;
9.äåíåæíûé ìóëüòèïëèêàòîð; 10.îáðàòíî ïðîïîðöèîíàëüíûé;
11.ñâåðõ ðåçåðâíîé íîðìû; 12.äèñêîíòíàÿ (ó÷åòíàÿ) ñòàâêà;
13.ïîâûøåííàÿ ñòàâêà; 14.èçûìàòü äåíüãè

Vocabulary
payment in advance  àâàíñîâûé ïëàòåæ
open account  îòêðûòûé ñ÷åò
Bill of Exchange  ïåðåâîäíîé âåêñåëü, òðàòòà
Documentary Letter of Credit  òîâàðíûé àêêðåäèòèâ; äîêóìåíòàðíûé
àêêðåäèòèâ
cash with order  1) ïëàòåæíîå
ïîðó÷åíèå; 2) ïðåäúÿâèòåëüñêàÿ
òðàòòà
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cash on delivery  îïëàòà íàëè÷íûìè â ìîìåíò ïîñòàâêè, íàëîæåííûé ïëàòåæ
remit  ïåðåâîäèòü, ïåðå÷èñëÿòü
äåíüãè
integrity  öåëîñòíîñòü
consignment  1) êîíñèãíàöèÿ;
2) ïàðòèÿ ãðóçà

5.25. Methods of Payment
Read the text carefully concentrating on its contents and terminology:
Compared to selling in the domestic market, selling abroad can create
extra problems. Delivery generally takes longer and payment for goods
correspondingly can take more time. So exporters need to take extra care
in ensuring that prospective customers are reliable payers and that payment is received as quickly as possible.
In the first and in the last analysis, payment for exports depends on
the conditions outlined in the commercial contract with a foreign
buyer. As explained previously, there are internationally accepted terms
designed to avoid confusion about cost and price.
The way exporters choose to be paid depends on a number of factors: the usual contract terms adopted in an overseas buyers country,
what competitors may be offering, how quickly funds are needed, the
life of the product, market and exchange regulations, the availability of
foreign currency to the buyers, and, of course, whether the cost of any
credit can be afforded by the buyer or the exporter.
There are four basic methods of payment providing varying degrees
of security for the exporter:
1) payment in advance;
2) open account;
3) Bills of Exchange;
4) Documentary Letter of Credit.
5.25.1. Payment in advance
Clearly the best possible method of payment for the exporter is payment in advance. Cash with order (CWO) avoids any risks on small
orders with new buyers and may even be asked for before production
begins. However, this form of payment is extremely rare in exporting
since it means that an overseas buyer is extending credit to an exporter  when the opposite procedure is the normal method of trade.
Variations in this form of payment are cash on delivery (COD) where
small value goods are sent by Post Office parcel post and are released
only after payment of the invoice plus COD charges.
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5.25.2. Open account
An exporter receives the greatest security of payment from cash with
order or from cash on delivery. At the other extreme payment an open
account offers the least security to an exporter. The goods and accompanying documents are sent directly to an overseas buyer who has agreed
to pay within a certain period after the invoice date  usually not more
then 180 days. The buyer undertakes to remit money to the exporter
by an agreed method.
The open account method of payment is increasingly popular within
the EEC because it is simple and straightforward. 70 percent of UK exports are paid for under open account terms. It saves money and procedural difficulties but the risk to the exporter is obviously greater. It is
only successful if an exporter trusts the business integrity and ability of
an overseas buyer, something that has probably been established through
a sustained period of trading.
A variation of open account payment is the consignment account where
an exporter supplies an overseas buyer in order that stocks are built in
quantities sufficient to cover continual demand. The exporter retains ownership of the goods until they are sold, or for an agreed period of time,
after which the buyer remits the agreed price to the exporter.
However, a large proportion of export contracts cannot be settled by
payment in advance or by open account, particularly with sales outside
the EEC. So parallel with the development of international trade throughout the world, the trading community has developed methods of payments
which involve the transfer of documents for exported goods using the
international banking system  with the aim of speedily settling export
transactions at minimum risk to exporters and to overseas buyers.

Vocabulary

Practice

1. Answer the following questions:
1. Why does selling abroad create extra problems as compared to selling
in the domestic market?
2. What helps to avoid misunderstanding in payment for exports?
3. What factors does the choice of a method of payment depend on?
4. Which method of payment provides the best/greatest security for
the exporter?
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5. Why is payment in advance of order not frequently used in exporting?
6. Which method of payment offers the least security to an exporter?
7. If the open account method offers so little security to an exporter,
why is it becoming more and more popular?
8. When does an exporter agree to deliver goods on open account?
9. How does the consignment account operate?
10. Besides payment in advance and by open account, what other
methods of payment has the trading community worked out?
2. Complete the following sentences on the basis of the information
given in the text:
1. The method of payment you adopt for each customer depends on
many factors, such as ... .
2. The use of Incoterms in commercial contracts helps ... .
3. The choice of the method of payment is important as each of them
provides ... .
4. Cash with order is highly satisfactory from the exporters point of
view, but the least ... .
5. Extending credit to an exporter by a foreign buyer is a ... .
6. It is quite safe to send small value goods by COD post as the goods
are ... .
7. If you know your foreign customer well and have no reason to
doubt his credibility, you may ... .
8. Under the open account agreement, the delivery of goods is
not ... .
9. If you supply a foreign buyer with stocks of your product for payment after he has sold them, the goods ... .
10. You can speedily settle export transactions at minimum risk
using ... .
3. Test. Fill in the missing words:
The method of obtaining payment of an export order is usually a
matter ... negotiation ... the exporter and his buyer and will in many
instances be governed ... the exporters knowledge of the buyer and the
buyers financial standing. In deciding the terms ... payment to negotiate, the exporter may perhaps wish the degree ... security he obtains,
the speed ... remittance and any additional costs involved.
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In rare cases an exporter is able to persuade his buyer to pay
100 percent of the ... value before ... take place. It is quite common, however, for the buyer to make an ... payment of a percentage of the contract value upon ... of the contract with the balance being ... by one of
the agreed methods.
Where the exporter has complete faith in the buyer he may be willing to trade on an ... account basis. This usually means that the buyer
receives the ..., takes ... of the goods and thereafter makes ... to the exporter in accordance with previously agreed ... .

Vocabulary
bill of exchange  ïåðåâîäíîé âåêñåëü, òðàòòà
payment on presentation  ïëàòåæ ïî
ïðåäúÿâëåíèþ
payment on demand  ïëàòåæ ïî
òðåáîâàíèþ
bearer  ïðåäúÿâèòåëü, äåðæàòåëü
a bill drawn on  âåêñåëü, âûñòàâëåííûé íà
settlement  çàêëþ÷åíèå ñäåëêè
sight draft  1) âåêñåëü íà ïðåäúÿâèòåëÿ; 2) òðàòòà íà ïðåäúÿâèòåëÿ
term draft  ñðî÷íàÿ òðàòòà
tenor of the bill  ñðîê âåêñåëÿ
due date  ñðîê ïîãàøåíèÿ êðåäèòíîãî îáÿçàòåëüñòâà; ñðîê ïëàòåæà
acceptance  1) ïðèíÿòèå, àêöåïò,
ñîãëàñèå íà îïëàòó; 2) àêöåïòîâàíèå âåêñåëÿ
face of the bill  íîìèíàë âåêñåëÿ
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forward a bill  îòïðàâëÿòü, ïîñûëàòü âåêñåëü
collecting bank  áàíê-èíêàññàòîð
clean bill  íåäîêóìåíòèðîâàííûé
âåêñåëü
cash against documents  ïëàòåæ
íàëè÷íûìè ïðîòèâ äîêóìåíòîâ
promissory note  ïðîñòîé âåêñåëü,
îáÿçàòåëüñòâî
direct collection  1) ïðÿìàÿ èíêàññàöèÿ; 2) ïðÿìîé äåíåæíûé
ñáîð
reshipment  ïåðåãðóçêà, ïåðåâàëêà
recoup delay  çàäåðæêà îêóïàåìîñòè
default  íåâûïîëíåíèå îáÿçàòåëüñòâ; íåóïëàòà
notary  íîòàðèóñ
notice of dishonour  1) óâåäîìëåíèå î íåàêöåïòîâàíèè âåêñåëÿ;
2) óâåäîìëåíèå î íåóïëàòå âåêñåëÿ

5.25.3. Bill of Exchange (B/E)
Read the text below concentrating on its contents and terminology:
An exporter can send a bill of exchange for the value of the invoice
of goods for export through the banking system for payment by an overseas buyer on presentation. A bill of exchange is legally defined as an
unconditional order in writing, addressed by one person to another,
signed by the person giving it, requiring the person to which it is addressed to pay on demand or at a fixed or determinable future time a
certain sum of money, or to the order of a specified person, or to the
bearer.
In other words an exporter prepares a bill of exchange which is
drawn on an overseas buyer, or even on a third party as designated in
the export contract, for the sum agreed at settlement.
The bill is called a sight draft if it is made out payable at sight, i.e.
on demand. If it is possible at a fixed or determinable future time
it is called a term draft, because the buyer is receiving a period of credit, known as the tenor of the bill. The buyer signs an agreement to pay
on the due date by writing an acceptance across the face of the bill.
By using a bill of exchange with other shipping documents through
the banking system, an exporter can ensure greater control of the
goods, because until the bill is paid or accepted by the overseas buyer the goods cannot be released. Conversely the buyer does not have
to pay or agree to pay by some agreed date until delivery of the goods
from the exporter.
An exporter can pass a bill of exchange to a bank in the UK. The UK
bank forwards the bill to its overseas branch or to a correspondent bank
in an overseas buyers country. This bank, known as the collecting bank,
presents the bill to whomever it is drawn upon, for immediate payment
if it is a sight draft, or for acceptance if it is a term draft. This procedure is known as a clean bill collection because there are no shi pping
documents required. Clean bill collections have become more popular,
particularly in some European countries where the method is also used
in internal trade. Also such collections provide more security than open
account terms if there is some doubt about a buyers financial status.
However, it is more likely that bills are used in a documentary collection method of payment. In this case, an exporter sends the bill to
the buyer through the banking system with the shi pping documents,
including the document of title to the goods, i.e. an original bill of lading.
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The bank then releases the documents on payment or acceptance of the
bill by the overseas buyer.
An exporter can even use the banking system for a cash against documents (CAD) collection. In this case only the shi pping documents
are sent and the exporter instructs the bank to release them only after
payment by the overseas buyer. This method is used in some European countries whose buyers often prefer CAD to a sight draft if the exporter insists on a documentary collection for settlement of the export
contract.
In all the methods of payment using a bill of exchange, a promissory
note can be used as an alternative. This is issued by a buyer who promises to pay an exporter a certain amount of money within a specified time.
It is even possible to send the documents and bill of exchange directly to an overseas buyers bank, by-passing the UK bank. This system of direct collection is widely supported by US banks, but it dispenses
with the help of the UK bank whose aid can be invaluable if something
goes wrong in the collection. For example, there could be excessive
shi pping delays so that a buyer may refuse to accept or pay a draft on
presentation. In this situation the UK bank can act as the exporters agent
by arranging the warehousing of the goods on their reshipment, or even
disposing them at auction to recoup any outlay.
An overseas buyer may deliberately default on a term bill or just go
bankrupt. In either case the UK bank can arrange legal action or act on
instructions to initiate protests, i. e. engage a notary public in the buyers country to deliver a notice of dishonour to the defaulter, thus preparing a likely settlement in favour of the exporter if the matter has to
go to court.

Vocabulary

Practice

1. Complete the following sentences on the basis of the information given
in the text:
1. An exporter draws a bill of exchange on a foreign buyer means ...
for ... .
2. The bill is called a sight draft if it is payable ... .
3. The bill is called a term draft if it is payable ... .
4. The tenor of the bill is ... .
5. To accept the bill means to ... .
6. A term draft does not have to be paid at sight but at ... .
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7. The goods cannot be released to a foreign buyer until the bill ... .
8. The foreign buyer does not have to pay or accept the bill until the
goods ... .
9. A clean bill collection means that ... .
10. A documentary bill collection means that ..., the most important
of which is ... .
11. Under a documentary bill collection the bank ... on ... .
12. The foreign buyer cannot get hold of the goods unless he ... or ... .
13. If the exporter insists on immediate payment he ... .
14. A promissory note is issued by ... who in this way guarantees ... .
15. A direct collection means that ... .
16. The system of direct collection is supported by ..., but it involves
a certain risk particularly when there is ... .
17. If the buyer refuses to accept or pay a draft on presentation, the
exporters bank ... .
18. To protest a draft means to ... .
2. Explain the following terms and give your own examples:
• Account 
• Bill 
• Cash 
• Collection 
• Date 
• Default 
• Draft 
3. Test. Fill in the missing words:
The bill of exchange is often used as a means of ... payment particularly for goods exported. The importer might, for example, ask to ...
delivery of goods before paying for them. The exporter, on the other
hand, will probably not wish to ... his control over the goods before
obtaining ... or a legal undertaking from the ... to pay on a given future
date. By use of the international ... system, a document of title and a bill
of ..., the needs of both parties may be satisfied.
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The exporter might ... a bill exchange on the buyer and pass it with
the ... documents and ... instructions to a bank in the buyers country,
which would ... the bill of exchange to the buyer for immediate payment in the case of a ... bill or for acceptance in the case of a ... bill.
Should the buyer refuse, the documents will not be ... and if the documents include a full set of ... of lading then the control of the relevant
goods remains with the ... acting as ... agent for the exporter who thereby also retains ... of the goods.
5.25.4. Documentary Letter of Credit
Read the text below concentrating on its contents and terminology:
By sending documents through the banking system in documentary bils collections, both an exporter and an overseas buyer have some
degree of security in completing the commercial contract. But a more
secure method of carrying out the transaction is by a documentary letter of credit. This documentary letter of credit when transmitted through
a bank, usually in the exporters country, becomes the means by which
the exporter obtains payment.
The necessary documents, correctly completed, are presented to a
bank by the expiry date of the credit. In the terms of the credit are met
an exporter can receive payment from a UK bank. The buyer is in effect providing the exporter with immediate payment in return for a guaranteed assurance from a reputable bank that the export documents required
to deliver the goods have been completed to the banks satisfaction.
Documentary credits may be revocable or irrevocable. A revocable
letter of credit is rather rare nowadays because it means that the terms
of the credit can be cancelled or amended by an overseas buyer at any
time without prior notice to the exporter. Most letters of credit are irrevocable, which means that once buyers conditions in the letter have
been agreed by an exporter, they constitute a definite undertaking by the
buyers bank and cannot be revoked without the exporters agreement.
UK banks advise letters of credit, i.e. on presentation of documents
required in a letter of credit, they send them for collection and payment by the issuing bank of an overseas buyer. The letter of credit in
this situation is only as good as the strength of the overseas bank involved. An exporters advising bank undertakes no responsibility itself to
pay the exporter.
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Even better security is achieved if the irrevocable letter is confirmed
by an advising bank in the UK. Then the UK confirming bank stands
fully in place of the issuing bank abroad, and provided all the terms and
conditions of credit are fulfilled by an exporter, payment is assured by
the banking system without recourse, i.e. without further call on the
exporter. So when an exporter has negotiated in the contract with the
buyer for a confirmed irrevocable letter of credit then security of payment, as far as humanly possible, is achieved.
But whether or not credit is confirmed it is essential that the exporter checks the credit terms immediately to make sure they are compatible with the commercial contract made with the buyer. In dealing
with documentary credits the bank is concerned only with the documents
to be presented and not with the goods or services involved.
Documentary credits may provide for payment at sight or for acceptance of a term bill of exchange by either the issuing bank in a buyers country or the correspondent bank in the UK.

Vocabulary
expiry date  1) èñòå÷åíèå ñðîêà
äåéñòâèÿ êîíòðàêòà; 2) èñòå÷åíèå
ñðîêà îïöèîíà
the terms of the credit  óñëîâèÿ
êðåäèòà
revocable/irrevocable  îòçûâíîé/
áåçîòçûâíîé (âåêñåëü)
cancel  àííóëèðîâàòü
amend  âíîñèòü èçìåíåíèÿ,
ïîïðàâêè
advise a letter of credit  àâèçîâàòü
àêêðåäèòèâ

advising bank  áàíê, ïðîèçâîäÿùèé âûïëàòû ïî àêêðåäèòèâó
confirming bank  ïîäòâåðæäàþùèé áàíê
issuing bank  ýìèññèîííûé áàíê
compatible with  ñîâìåñòèìûé,
ñî÷åòàåìûé
reimburse  ïîãàøàòü (êðåäèò,
çàäîëæåííîñòü è ò. ä.)
debit  äåáåòîâàòü, îòíîñèòü íà
äåáåò ñ÷åòà

Vocabulary

Practice

1. Answer the following questions:
1. Which method of payment provides the greatest security for the exporter?
243

2. Who provides the buyer with the assurance that the goods will be
shi pped in accordance with the terms of the contract?
3. Why are revocable letters of credit seldom used in foreign trade?
4. On what condition can an irrevocable letter of credit be cancelled?
5. Does an irrevocable letter of credit provide the exporter with assurance that he will be paid on shi pment of goods under all circumstances?
6. To achieve better security who should a letter of credit be confirmed by?
7. What is the first duty of an exporter when he is advised about a letter
of credit? Why?
2. Complete the following:
1.
2.
3.
4.
5.

The expiry date is the date by which ... .
A revocable letter of credit means that ... .
An irrevocable letter of credit means that provided ... .
A confirmed irrevocable letter of credit is one confirmed by ... .
Payment is assured without recourse provided the exporter ... .

3. Fill each blank in the text with the correct word or phrase.
Choose from the following list. Use each item once only.
commission
debited
in full
interest

issued
outstanding
salaries
slip

statement
withdraw
bankers draft
cash dispenser

credit rating
credit transfer
financial institutions
standing order

Banks offer many services to businesses and their customers. Here
are some of the most common:
Many people now have a card which enables them to (1) _____ money
from a (2) _____. You feed your card into the machine and key in your PIN
(personal identification number) and the amount of money you want. If you
have enough in your account, the money requested will be (3) _____ to
you up to a daily limit. Your account is automatically (4) _____ for the
amount you have drawn out.
Provided you have a sound (5) _____, you can get a credit card from a
bank and other (6) _____. To obtain goods or services, you present your
card and sign a special voucher. When it receives the voucher, the credit card
company pays the trader (less a (7) _____ and then sends you a monthly
(8) _____. Depending on the type of card you have, you will either have
to pay (9) _____ or be able to pay part of what is owed and pay (10) ____
on the balance left (11) _____.
244

If you need to make fixed payments at regular intervals, e.g. for insurance premiums, you can arrange a (12) _____ (sometimes known as a bankers order) so that the bank will do this for you.
If you have several bills to pay, you can do this by (13) _____. You write
one cheque for the total sum involved, fill in a (14) _____ for each bill and
hand everything to the bank cashier.
The transfer system is also used by employers to pay (15) _____ directly
into employees bank accounts.
If you are dealing with a supplier for the first time, a (16) _____ may
be used as payment. This is a cheque guaranteed by a bank and therefore it is
not likely to bounce.
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6.1. The role of finance
An accountant may be compared to a skilled laboratory technician
who takes blood samples and other measures of a persons health and
writes the findings on a health report (a set of financial statements). A financial manager for a business is the doctor who interprets the report
and makes recommendations to the patient regarding changes that would
improve health. Financial managers use the data prepared by the accountants and make recommendations to top management regarding strategies for improving the health (financial strength) of the firm.
A manager cannot be optimally effective at finance without understanding accounting. Similarly, a good accountant needs to understand
finance. Accounting and finance, finance and accounting - the two go
together like bread and butter.
As you may remember, financing a small business is a difficult but critical
function if a firm expects to survive those important first five years. The simple reality is, the need for careful financial management is an essential,
ongoing challenge a business of any size must face throughout its entire life.
Financial problems can arise in any type of organization. Chrysler Corporation faced extinction in late 1970s due to severe financial problems. Had
it not been for a government-backed loan of $1 billion, Chrysler may have
joined the ranks of defunct auto companies such as Packard. Similarly,
obtaining start-up money for small businesses has rarely been harder than
now.Bad real estate loans have siphoned off money that banks may have
loaned to small businesses, and the recession has left little spare cash available for investments in small business. Three of the most common ways
for any firm to fail financially are the following:
1. Undercapitalization (not enough funds to start with).
2. Poor cash flow (cash in minus cash out).
3. Inadequate expense control.

6.2. A global view of finance
When you read the financial literature, you find that there are many
articles about the difficulty of finding start-up funds for new businesses.
You have read how venture capital firms are pulling back from making
such loans; so are banks. In short, this is a very difficult time to get financing for a new business venture.
Think of how difficult it will be, therefore, for new business ventures
in South Africa, Poland, Hungary, China, and other newly developing
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countries to get financing. The risks are great, and the managerial expertise is sometimes limited. Yet the future growth of the whole world
depends on the growth of entrepreneurship throughout the world.
What can be done to help the entrepreneurs of developing countries
get the financing they need to start new ventures? One answer is for
firms in developed countries to set up joint ventures with firms in developing countries. Such joint ventures will open new markets for the
firms of developed countries and provide the financing needed by less
developed countries (LCDs). Another answer is for venture capital firms
to expand world wide. The risk may be great, but the potential for gain
is just as great. Often, the capital needs of firms in less developed countries are relatively small. Sometimes $1,000 is all that is needed. The
government could promote such investment by giving tax breaks to those
firms and individuals that provide capital for entrepreneurs in LDSs.
Everyone in the world needs to start thinking globally if we are to
make optimum use of the worlds resources, especially the worlds land
and labour resources. There is much productive talent waiting to be freed
by the availability of capital (financing). By helping to provide start-up
capital to farms and other businesses throughout the world, you and I,
the business community, and non-profit organizations can do much to
end hunger, poverty, and disease in the world.

6.3. Money
Money is anything is commonly accepted as a means of paying for
the goods and services individuals need and want. Money enables us to
function in society and to have the thing we need to survive - things
such as housing, food, clothing, transportation, heat and water.
Money has not always been the coins and paper bills known to us.
Trough out history various things of value have been used as money. For
example, in many parts of the ancient world, salt was used as money
because it was rare and necessary to life. Among many early cultures,
furs or pelts were used as money. Eventually valuable metals became the
most common type of money; in fact, gold coins were used as money
in the United States as recently as 1933.
Currency, which is dollar bills and coins, fits most of the definition of money. However, checks are accepted payment for purchases,
and checking account deposits are considered money and not currency.
To define money as currency would be considered too narrow for most
economists.
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6.3.1. Functions of money
Money has three basic functions. It serves as a medium of exchange,
as a measure of relative value, and as a store of value.
As a medium of exchange, money enables two individuals to exchange
without having to barter; that is the carpenter doesnt have to build a
step for the grocer every time he wants a carton of milk. The carpenter can build steps or anything else for anybody, receive money for
his services, and use the money to purchase milk from the grocer. The
grocer can in turn use the money received from the carpenter and others
to purchase a suit from the tailor.
As a measure of relative value, money allows two dissimilar items to
be purchased on a similar bases. It is in terms of money that we think
of value. How many cartons of milk should the grocer pay for a suit?
If asked that question, you might ask, how much is a carton of milk
worth? And how much is the suit worth? You would want to define the
exchange in terms of the relative value of the two items and would use
the value in dollars (money) to determine how many cartons of milk
it should take to buy a suit. Money helps to think of different things in
terms of a common value base.
As a store of value, money makes it possible for us to hold onto the
value over time. If the grocer would have to hold the value of his milk
in milk, he could not hold it for long because it would spoil. If he sells
the milk and gets money for it, he can hold the money until he wishes
to purchase something.

6.3.2. The supply of money
To measure the money supply, we measure the amount of money
in the economy. However, what to measure is a problem. Should someones home be considered money? After all, it can be sold for cash.
To understand the money supply you have to first understand the
concept of liquidity.
Liquidity is simply a measure of how quickly an item can be converted to cash. Obviously the most liquid item is cash itself, since it does not
need to be converted. However, many other items approach cash in liquidity because they function as cash in many transactions. These items include
demand deposits, against which checks can be written or from which funds
can be withdrawn; time deposits, from which funds can be withdrawn; and
money market funds, which can be immediately sold for cash.
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6.4. The Foreign Exchange Market
The Foreign exchange market enables companies, fund managers,
banks and others to buy and sell foreign currencies, if necessary in large
amounts. Capital flows arising from trade in goods and services, international investment and loans together create this demand for foreign
currency. The sums involved are very large with estimated global turnover in all currencies currently in the region of $880 billion each day.
Typical wholesale deals are for amounts of $1 mn  $5 mn though
much larger transactions are often done.
Foreign exchange trading may be for spot or forward delivery. Generally speaking, spot transactions are undertaken for an actual exchange
of currencies (delivery or settlement) two business days later (the value
date). Forward transactions involve a delivery date further into the future,
possibly as far as a year or more ahead. By buying or selling in the
forward market a bank can, on its own behalf or that of a customer, protect the value of anticipated flows of foreign currency from exchange rate
volatility.
Unlike some financial markets, the foreign exchange market has no
single location  it is not dealt across a trading floor. Instead, trading
is via telephone, telex and computer links between dealers in different
centers and, indeed, different continents. London is the worlds largest
foreign exchange center. Banks here trade around $300 billion each day
in foreign currencies.
Londons leading position arises partly from the large volume of international financial business generated here  insurance, eurobonds,
shi pping, commodities and banking.London also benefits from its geographical location which enables us to trade not only with Europe
throughout the day, but also with the US and the Far East, whereas
their time difference makes it difficult for those two centers to trade with
each other. When banks in London begin trading at 8 a.m. they can deal
with banks in Tokyo, Hong Kong or Singapore whose trading day is
just ending. From about 1 p.m. onwards, London banks can trade with
banks in New York; before they close at 5 p.m. their counterparties may
be in Los Angeles or San Francisco. The foreign exchange market trades
24 hours a day.
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The participants
Broadly speaking, there are three types of partici pants in the market: customers, banks and brokers. Customers, such as multinational
corporations, are in the market because they require foreign currency
in the course of their cross border trade or investment business. Some
banks partici pate as market makers: that is their dealers will at all times
quote buying or selling rates for currencies  dollars to the pound,
D-marks to the dollar and so on. Other banks or corporations telephone
them, ask for their rates, and may then buy or sell. The market makers
earn a profit on the difference between their buying and selling rates,
but they have to be ready to change their prices very quickly so that
they avoid holding a depreciating currency, or being short of a rising
currency.The third type of participants, the brokers, act as intermedia 
ries between the banks. They are specialist companies with telephone
lines to banks throughout the world so that at any time they should know
which bank has the highest bid (buying) rate for a currency, and which
the lowest offer (selling) rate. By telephoning a broker it should, therefore, be possible for banks to find the best dealing rate currently available. The broker does not deal on own account but charges a commission
for the services.

Vocabulary
exchange market  âàëþòíûé
ðûíîê (syn. foreign currency
market)
loan  çàåì, ññóäà
on loan  âçàéìû
turnover  îáîðîò
turnover of capital  îáîðîò
êàïèòàëà; òåêó÷åñòü
labour turnover  òåêó÷åñòü
ðàáî÷åé ñèëû
spot transactions  íàëè÷íàÿ ñäåëêà, ñäåëêà ñ íåìåäëåííûì
ðàñ÷åòîì, ñïîòîâàÿ ñäåëêà

capital flow  ïðèòîê êàïèòàëà
exchange rate volatility  íåóñòîé÷èâîñòü âàëþòíîãî (îáìåííîãî
êóðñà)
counterparty  ïðîòèâíàÿ ñòîðîíà (syn. opposite, adverse)
crossborder trade  ìåæäóíàðîäíàÿ òîðãîâëÿ
depreciating currency  îáåñöåíèâàþùàÿñÿ âàëþòà
intermediary  ïîñðåäíèê
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6.5. The Ñommon Market
When the negotiations for the setting up of the Common Market
began, Britain was enable to find ways and means of joining. Instead,
Britain and six other countries set up the European Free Trade Area with
the idea that in the long run it would be possible to merge the two areas
together into a Grand Free Trading Area as big and as important as the
United States. Unfortunately there were no miracles inside the European
Free Trade Area  and particularly the British economy under the Tories
could show only a disposition to stagnate.
Those who referred to the German miracle overlooked the facts.
First, the recovery in West Germany began well before the Common
Market was set up. Secondly, West Germany during the early 1950s had
a large reserve army of unemployed, so that as recovery went on there
was no shortage of labour and the German workers were not in a strong
position to fight for their rights. Thirdly, West Germany received considerable investment of U.S.capital and the productive equipment, which
had been destroyed during the war, was replaced by new and more productive equipment.By the early 1960s the reserve army of unemployed
had been largely absorbed and West Germany was not in much better
case than Britain. The growth in production levelled off and the German workers began to demand better treatment.
Nevertheless, during the period in which Britains economy was stagnating there had been rapid growth in the Common Market economies.
It was, therefore, quite natural that British monopoly capital should say
If you cant beat it join it. The British were told very often that Britain must join the Common Market (1) in order to expand the area of
free trade, (2) so that she could have large-scale industry which would
result from a very large market, (3) because British industry could not but
benefit from association with the most rapidly growing economies in the
Western world  growth by association as it has been called  and (4)
because competition would be good for British industry and would compel
modernization and rationalization.
The supporters of the join-at-all-costs movement failed to explain that:
1) the Common Market was a restrictive trading organization which
aimed to erect a tariff barrier against the goods of other countries
and was not in the last concerned with free trade;
2) that industry on a large scale (in the U.S., for example) does not
necessarily guarantee success and that the joining together of eco252

nomies all with more or less the same problems does not solve
them but might make them more difficult;
3) that the idea of growth by association was just a piece of economic nonsense, as has since been pointed out in many places; and
4) that in certain respects Britain was already suffering from competition so that there was hardly any need to go looking for more.
In any case, all the economic clap-trap was no more than a smokescreen to cover up the real purpose of the purposed enlargement of the
Common Market  namely, the construction of a more reliable organization for the political purposes.

Vocabulary
to set up  ó÷ðåæäàòü
European Free Trade Area  Åâðîïåéñêàÿ çîíà ñâîáîäíîé òîðãîâëè
in the long run  â êîíå÷íîì
ñ÷åòå
to merge  ñëèâàòü(ñÿ)
to stagnate  çàñòàèâàòüñÿ,
çàãíèâàòü

recovery  îæèâëåíèå, âîññòàíîâëåíèå
well before  çàäîëãî äî
shortage  íåõâàòêà, äåôèöèò
investment  âëîæåíèå êàïèòàëà,
èíâåñòèöèÿ
largely  ãëàâíûì îáðàçîì
to level off  âûðàâíèâàòü(ñÿ),
ñíèæàòü(ñÿ)
to expand  ðàñøèðÿòü(ñÿ)

6.6. The Bank of England
The Banks basic role is not very different from that of other central banks. Firstly it is the governments banker, borrowing money for
the state when required. Secondly, it is a banker to the other banks 
arranging for free exchange between them and banks abroad, printing
their banknotes (except in Scotland) and providing their reserve
of money. But the Bank of England has other duties. It has to regulate
Britains overseas investments. It has to enforce exchange control. And
it has to act as custodian of the Sterling Area, holding balances on behalf
of the other sterling countries.
The Banks largest service to the Government is to manage the National Debt, which occupies about two thousand people. It was the National Debt which brought the Bank into being: William III needed a
million of pounds quickly, to raise money for his war against Louis
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XIV, and was advised, very ingeniously, to borrow it from the public.
In 1694 the Bank of England was established with a staff of seventeen
clerks, to fix the loan. Since then, the Debt (it is usually given a capital D) has never looked back: governments have gone on using it to
raise money quickly without waiting for taxes  particularly in war-time.
The Bank can influence the supply of money in three principal ways.
First, it can adjust the operations and requirements of the National Debt.
Secondly, it can bring pressure on the joint stock banks to restrict loans
to their customers. Thirdly, it can wield its most controversial weapon,
the Bank Rate  the rate of interest at which it lends money, and
hence (by tradition) the interest rate of the joint stock banks to their
customers  which affects the cost of borrowing all through the country.
Every Thursday morning the Court considers Bank Rate, and at 11.45
a Bank official, accompanied by a stock exchange waiter, walks in his top
hat from the Bank of England to the Stock Exchange  a journey which
takes exactly two and a half minutes  enters the hall, gets up on a
chair, and announces Bank Rate. From 1932 till 1951, which marked
the era of cheap money, it was nearly always two percent. Since then
it has been used by successive Conservative governments to control the
rate of spending, oscillating between seven and three percent.
Who is really responsible for Britains monetary policy? The answer
is characteristically obscure. For while the Bank retains the trappings of
a joint stock company, as it once was, its reality is quite different  not
primarily because of nationalization, but also because of the huge role
of the Treasury, and the personal authority of the Governor.
The Treasury regards the Bank, more than any other parts of its
empire, as a foreign tribe who must not be interfered with, and here the
doctrine of indirect rule is very evident. The Court of the Bank, odd and
unrepresentative though it is, is regarded as voicing city opinion, and
the Governor is expected to carry the Court with him. Even the Labour party, though it nationalized the Bank, dreaded any kind of outright clash with Threadneedle Street*, and the mystique of the City remains a powerful influence on Westminster. The British government is
not alone in not wanting to interfere with the central Bank. The American Federal Reserve and the German Bundesbank can both openly
contradict their government, but Britain prefers to keep the relationship obscure and concealed.
*

Threadneedle Street  óëèöà, ãäå íàõîäèòñÿ Àíãëèéñêèé Áàíê.
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Vocabulary
exchange control  âàëþòíûé
êîíòðîëü (îãðàíè÷åíèå)
custodian  õðàíèòåëü, ïîïå÷èòåëü
to hold balances  äåðæàòü äåíüãè íà ñ÷åòàõ
hire-purchase  ïîêóïêà èëè ïðîäàæà â ðàññðî÷êó
to adjust  ðåãóëèðîâàòü

joint-stock bank  àêöèîíåðíûé
áàíê
Court  Ñîâåò äèðåêòîðîâ Àíãëèéñêîãî Áàíêà
successive  ñëåäóþùèé îäèí çà
äðóãèì
governor  óïðàâëÿþùèé áàíêîì
run on  íàïëûâ

6.7. Budgets
A budget is a financial plan. Specifically, a budget sets forth managements expectations for revenues and, based on those financial expectations, allocates the use of specific resources throughout the firm. You
may live under a carefully constructed budget of your own. A business
operates in the same way. A budget becomes the primary basis and guide
for financial operations in the firm.
Most firms compile yearly budgets from short-term and long-term
financial forecasts. There are usually several budgets established in a firm:
 An operating budget
 A capital budget
 A cash budget
 A master budget
An operating budget is the projection of dollar allocations to various
costs and expenses needed to run or operate the business, given projected
revenues. How much the firm will spend on supplies, travel, rent, advertising, salaries, and so forth is determined in the operating budget.
A capital budget highlights the firms spending plans for assets
whose returns are expected to occur over an extended period of time
(more than one year). The capital budget primarily concerns itself with
the purchase of such assets as property, buildings, and equipment.
A cash budget is the projected cash balance at the end of a given period (for example monthly, quarterly). Cash budgets can be important
guidelines that assist managers in antici pating borrowing, debt repayment, cash disbursements, and short-term investment expectations. Cash
budgets are often the last budgets that are prepared.
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A master budget ties in all the above-mentioned budgets and summarizes the proposed financial activities of the firm.
Clearly, financial planning plays an important role in the operations
of the firm. This planning often determines what long-term investment
to make, when specific funds will be needed, and how the funds will
be generated. Once a company has projected its short-term and long-term
financial needs and established budgets to show how funds will be allocated, the final step in financial planning is to establish financial
controls.
6.7.1. The budget in Great Britain
The purpose of the Budget in Britain is not only to raise revenue to meet
Government expenditure, but also to regulate the national economy.
The Budget is the main occasion each year on which the Exchequer Accounts are reviewed. On Budget Day, the Chancellor of the
Exchequer presents a Financial Statement (commonly known as the
Budget White Paper) which, besides giving details of the tax changes
proposed in the Budget Speech, forecasts Government receipts and payments in the coming year and compares the outturn, or achievement,
for the past 12 months (1st April to 31st March) with the previous
Budget estimates.
Most Government receipts and payments are administered through
two funds: the Consolidated Fund (or above-the-line accounts), which
meets expenditure out of revenue, and the National Loans Fund
(Fig. 10) (or below-the-line accounts), which conducts the bulk of
the Governments domestic lending.
Budget
Consolidated Fund
Revenue
Expenditure
Loans from the National Loans Fund
Recei pts
Payments

← (Line)

Fig. 10.

Above-the-line revenue is from taxation, custom and excise duties
and taxes on motor vehicles.
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On the expenditure side Government spending is in two parts:
(1) the Consolidated Fund services, the main charge on which is National Debt Interest and Management; (2) Supply services which are financed by annual votes of Parliament. Approximately one-third goes to
Defence and two-thirds to the Civil Services.
Below-the-line recei pts are in two groups:
1) interest received on loans and
2) repayments of such loans by local authorities, nationalized industries and others.
Below-the-line payments consist mainly of loans to Local Authorities.
The bulk of the expenditure in the Budget goes on Supply services.
These account for the day-to-day spending on goods and services and
buildings by Government civil and defence departments, and include all
defence expenditure, grants by the Government in support of the National Insurance Funds and local authority services (education, local
health and welfare services, etc.), the National Health Service, agricultural subsidies, and most of the overseas aid programme. Estimates of
this Supply expenditure have to be submitted to and voted by Parliament annually; they are published, in the Vote on Account, in advance
of the Budget so that the expected total of Government spending for the
year under Supply services will be known.
Some expenditures which have been authorized by legislation do not
have to be voted annually by Parliament: these are called consolidated
fund standing services. They are mainly the balance of the interest on
the National Debt which is not offset by interest recei pts on Government loans, and payments to the Government of Northern Ireland.

Vocabulary
to raise revenue  ïîëó÷àòü ãîñóäàðñòâåííûå äîõîäû
Exchequer Accounts  ñòàòüè
ðàñõîäîâ è äîõîäîâ ïî áþäæåòó
Financial Statement  ôèíàíñîâûé îò÷åò
White Paper  Áåëàÿ êíèãà (ïðàâèòåëüñòâåííûé äîêóìåíò)

Outturn = achievement  èñïîëíåíèå áþäæåòà
Consolidated Fund  êîíñîëèäèðîâàííûé ôîíä
National Loans Fund  ôîíä íàöèîíàëüíûõ çàéìîâ
Above-the-line  âûøå ÷åðòû
(÷àñòü áþäæåòà, ðàñïîëîæåííàÿ âûøå ÷åðòû; ñì. òàáëèöó)
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Below-the-line  ïîä ÷åðòîé
Supply services = Government expenditure (spending)  áþäæåòíûå àññèãíîâàíèÿ; ãîñóäàðñòâåííûå ðàñõîäû íà ñîäåðæàíèå âîîðóæåííûõ ñèë è
ãîñóäàðñòâåííîãî àïïàðàòà

the Vote on Account  âîòèðîâàíèå áþäæåòà
services  óïëàòà êàïèòàëüíîé
ñóììû èëè ïðîöåíòîâ (ïî
çàéìàì, îáëèãàöèÿì)
standing services  ïîñòîÿííûå
ïëàòåæè

6.8. Establishing financial control
Financial control means the actual revenues, costs, and expenses (including the cash flow projections) are periodically reviewed and compared with projections. Deviations can thus be determined and corrective action taken. Such controls provide feedback to help reveal which
accounts, which departments, and which people are varying from the
financial plans. Such deviations may or may not be justified. In either
case, some financial adjustment to the plan may be made.
6.8.1. Government bonds versus corporate bonds
Businesses compete with government for the sale of bonds. Some local
government municipal bonds are often tax-free bonds  meaning bondholders do not have to pay federal taxes on any interest earned from the
bond. Bonds sold by the federal government are relatively risk free, because they are backed by the power of the government to tax us. The
government makes the sale of corporate bonds more difficult by selling
its own, more attractive, governments bonds. This is often referred to
as the «crowding out» of corporate bonds. If a firm is unable to secure a
long-term loan from a lender or issue bonds to investors, it often turns
to the last alternative for long-term financing: equity capital.
Regardless of whether or not a new firm can obtain venture capital
funds, there usually comes a time when even more funds are required.
One way to the public to obtain needed funds it to sell ownership shares
in the firm (called stock) to the public. If you look in the Money and
Investing part of The Wall Street Journal, you will see thousands of
small, medium, and large companies in every kind of industry listed,
along with the current price of the firms stock. The widespread use of
debt and equity is a way of obtaining capital.
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Vocabulary
equities (syn. ordinary shares, equity consequently  ñëåäîâàòåëüíî,
shares, ordinary stocks)  îáûêïîýòîìó
íîâåííûå àêöèè
conversely  íàîáîðîò
to deplete  èñòîùàòü, èñ÷åðïûâàòü temporary surplus  âðåìåííûé
to offset  âîçìåùàòü
èçáûòîê, èçëèøåê
Treasury bills  êàçíà÷åéñêèå âåêñåëÿ

6.9. The Meaning of World Liquidity
Increasing liquidity under the present system means increasing holdings
of gold or pound. As far as gold is concerned the increase in the physical quantity of stocks can only be slow and may well become increasingly
difficult, in South Africa anyway, due to exhaustion of the mines. The only
other way to increase the capacity of gold to finance trade and payments
would be to increase its price, or revalue it in terms of all other currencies.
While everyone had complete confidence in the world-wide acceptability
of dollars and sterling, capitalist central banks were willing to keep some
of their dollar and pound earnings in reserve instead of spending them. This
was greatly to the advantage of Britain and America for it meant that they,
unlike all other countries, could go on running deficits. The same obliging foreigners who have allowed the UK and the USA to run deficits are,
however, free at any time to bring their dollar and sterling holdings to
America and Britain and demand conversion into gold and foreign exchange.
For many years holders of sterling have been apprehensive because total
world sterling balances have far exceeded the gold and foreign exchange
reserves of Britain. In fact ever since the war Britains short-term liabilities have stood at four times her reserves. It follows that if foreign holders
start selling their pounds on a large scale the reserves cannot last long.
Similarly, holders of dollars are concerned about the extent of Americas liabilities in relation to her reserves.
The crisis of confidence in the dollar and the pound then implies
that holders of dollars and pounds are no longer confident that America and Britain can pay up when conversion of dollars and pounds
is demanded. This is the central contradiction in the present system; liquidity can be increased only by holdings of dollars and pounds being
increased but every increase in these holdings further weakens confidence
in the dollar and the pound.
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Since more liquidity is needed, and the present system isnt going
to provide it, proposals for reform have naturally been made. Here are
some of them:
(I) Revaluation of gold. An increase in the price of gold, doubling is
the figure generally suggested, would enable existing and future gold
stocks to finance a greater volume of trade and payments. While there
are formidable technical problems involved here the basic problem is
political. Gold-producing countries, and those holding large stocks of
gold, would gain greatly from revaluation, while those with little gold
in reserve (and this includes most of developing countries) would reap
no immediate benefit. Suggestions that profiting countries would hand
some of the profit to non-gold holders sound somewhat utopian.
(II) Multiple reserve currencies. Suggestions have been made that currencies of other advanced countries should be used as reserve currencies along with the dollar and the pound. It is clear that politically this
just amounts to a demand that other leading capitalist countries should
be given the same power and privileges as Britain and America.
(III) More radical proposals. These are embodied in the various schemes
for creating completely new forms of reserves. Today a mere piece of paper, a banknote, is always acceptable as payment for goods and services and
this is simply because any person accepting such a piece of paper is confident that he in turn can use it for making purchases. Similarly, new pieces
of paper, lets call them international banknotes, issued say by the International Monetary Fund, could become means of settling international
payments provided that everybody agrees always to accept them. Here then
is an easy way to increase liquidity. But, as always, a political question is
immediately raised; how should the international currency notes be distributed between countries? Some plans recommend giving them only to the
advanced capitalist countries, others that they are given to the developing
countries. However, if any such scheme is ever put into operation the key
factor is likely to be that voting power in the IMF is very heavily weighed
in favour of America and that the imperialist countries as a whole completely
swamp the developing countries in terms of votes.

Vocabulary

liquidity  ëèêâèäíîñòü; ëèêâèäíûå
ñðåäñòâà (íàëè÷íîñòü è áëèçêèå
ê íàëè÷íîñòè àêòèâû)
revaluation  ïåðåîöåíêà ñòîèìîñòè
àêòèâîâ â ñîîòâåòñòâèè ñ èçìåíåíèåì êóðñîâ âàëþò èëè öåí
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benefit  âûãîäà, ïîëüçà, ïðèáûëü
to embody  âîïëîùàòü; îñóùåñòâëÿòü (èäåþ); çàêëþ÷àòü â
ñåáå; îáúåäèíÿòü, çàêëþ÷àòü
provided that  ïðè óñëîâèè, åñëè
òîëüêî; â òîì ñëó÷àå, åñëè

6.10. Quantitative and Foreign
Exchange Restrictions
The commercial policy of a country is always closely connected with
its foreign policy. This is reflected not only in the general trend of the
foreign trade of the respective country, but also in the various restrictions it established in order either to hinder its imports or to promote
its exports. The restrictions can influence the quantity of imported or
exported goods, or they can affect prices, credits and even documents.
The most usual are the so-called quantitative and foreign exchange
restrictions. They are actually nothing else than a system of import and
export licences and a system of controlling foreign exchange holdings and
allocations.
The practice of establishing restrictions varies from country to country
and depends largely on the economic situation of the country, on its
balance of trade and balance of payments, and also on the degree of its
political and economic independence. Accordingly, in some countries
restrictions are not too numerous and are not at all severe. On the other
hand, there are countries where the system of restrictions is most elaborate and the restrictions are very severe.
Licence System. In a country where a Licence System has been established, goods can be imported and exported only on the basis of import and export licences.
Foreign Exchange Restrictions. Allocation of foreign exchange for
payment for imported goods is sometimes a difficult problem. Again, the
practice differs from country to country. In some countries, if an
importer has been granted an import licence, he is thereby entitled also
to an allocation of the corresponding amount of foreign exchange. But this
is not always the case. Sometimes the importer must make a special application for the import licence and another for the allocation of foreign exchange. The authorities who allocate foreign exchange are often
different from and independent of those who grant licences, and they
can refuse the allocation irrespective of the fact that an import licence
has been granted. On the other hand, the allocation of foreign exchange
may sometimes replace the import licence.
Foreign exchange restrictions can also be of another nature. The
necessary foreign exchange can be allocated, for instance, only on condition that payment for the goods is effected by a letter of credit,
although the market conditions require sale on credit. Such a condition
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is then unacceptable for the buyer. Or the banks in the country concerned can be ordered to refuse granting credits on purchases abroad or
discounting foreign bills of exchange, etc.
The licence system and foreign exchange restrictions are two independent things, but their function is the same.
In the economics of international trade quotas are a method of protecting home industries from foreign competition or of reducing pressure on the balance of payments by limiting imports. For protection the
quota is more certain than a tariff in its effects on the quantity of imports. Both will generally cause a rise in price in the home market for
the imported goods. The object of the tariff is to raise the price of the
import and reduce the demand for it; the object of the quota is to reduce the supply of the imported goods in the home market, so that its
price will tend to rise. In both cases demand will be diverted towards the
products of the home industry that competes with the import. When a
tariff is used the Government gains revenue from the imported goods:
an increase in price due to a quota is likely to benefit either the foreign
producer or the domestic importer by raising revenue per unit sold. A
government imposing quotas may be able to share in the gains by marketing the commodity itself. Alternatively, having imposed a limit on the
quantity that may be imported, it may auction to the highest bidder the
right to import the commodity.
In cartels and in international commodity agreements, a quota is a stated amount of output allocated to member firms or nations up to,
which they are allowed to produce and sell. The purpose is usually to
increase prices and profits or reduce fluctuations in them.

Vocabulary
holdings  âêëàäû, àâóàðû
foreign exchange holdings  çàïàñû èíîñòðàííîé âàëþòû
allocation  1) àññèãíîâàíèå;
2) âûäåëåííîå êîëè÷åñòâî
practice  1) ïðàêòèêà, ïðèìåíåíèå; 2) óñòàíîâëåííûé ïîðÿäîê
thereby  ïîñðåäñòâîì ýòîãî
to be entitled to  èìåòü ïðàâî íà
÷òî-ë.
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a letter of credit  àêêðåäèòèâ
sale on credit  ïðîäàæà â êðåäèò
to grant a credit  ïðåäîñòàâëÿòü
êðåäèò
to discount a bill of exchange 
ó÷èòûâàòü âåêñåëü
per unit sold  íà åäèíèöó ïðîäàííîé ïðîäóêöèè
alternatively  ñ äðóãîé ñòîðîíû,
åñëè æå

6.11. Main Forms of Business Transactions
In foreign trade the character of business transactions is influenced
by a large number of commercial, economic and political factors. Accordingly, the following forms of business transactions are to be distinguished:
1a. Individual exports or imports (as opposed to);
b. barter deals.
2a. Direct exports or direct imports (as opposed to);
b. indirect exports or indirect imports.
3. Re-exports and switch transactions.
4. Exports on consignment stocks.
1a. In foreign trade individual exports or individual imports are the
most common form of business. They are carried out without regard to
other transactions and without any connection with them. That is why
they can be effected more quickly and with less expense than any other
form of business.
1b. On the other hand there are parallel export and import transactions which are in some or other way bound to each other. These are
called barter deals. They are more or less an exceptional or additional
form of trade, which in normal commercial and political relations
should not occur at all.
Barter deals fall into the following groups:
a) compensation trade;
b) reci procal transactions;
c) conditional (link up) transactions.
a. Compensations are in princi ple a reversion to the ancient form
of barter. Goods are exchanged for goods, no money leaving the country.
These transactions are resorted to where no trade agreements and payments agreements exist. They may also be effected in addition to the
existing trade and payment agreements if the latter permit of so doing.
They are usually concluded when normal trade stagnates, as during periods of crisis or war, or in postwar periods.
If there is more than one party to the transaction in either country, payment is effected within the country by the parties concerned in
their own currency.
The price of the imports should equal the price of the exports. Transport charges, commission and other expenses are also refunded (reimbursed) in goods.
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b. Reci procal transactions are based on a trade agreement. They are
effected if the quota for the goods in question has been prematurely exhausted (partly or altogether) or if the goods desired have not been
included in the quota list. Such transactions are also concluded if the
conditions of trade have changed during the validity of the trade agreement.
c. Conditional transactions are effected only between countries,
which have concluded a trade agreement with one another.
2a. In direct exports the goods are exported straight to the country of
consumption, in direct imports they are bought and imported straight
from their country of origin.
2b. In indirect exports or imports exported or imported goods must
pass through a third country.
3. Re-exports are business transactions in which goods are imported with the view of exporting them again, either unchanged or only
slightly changed. Sometimes such transactions are effected without goods
coming into the country of the re-exporter.
Subdeliveries may be considered as a form of re-export. (Certain machine parts are bought abroad and used to complete machines, which
are afterwards exported).
Switch transactions. The essential difference between barter and
switch is that in the latter, payment is received in clearing dollars rather than goods. Clearing dollars are the exchange currency used in bilateral payment agreements.
4. Goods are sometimes sold on consignment stock, i.e. goods (e.g.
books, cars) are exported to a carefully chosen firm (consignee), which
is then entrusted with their sale on behalf of the exporter and is remunerated by commission or by fixed margin of profit. The goods remain the property of the exporter till they are sold.
Bilateral trade. This occurs when each country attempts to balance
its payments and recei pts separately and individually with every other
country. Such a system is very similar to barter. Its effect would be to
reduce the total volume of trade of all countries taking part in it, since
it would reduce the trade between each pair of countries to the lesser
amount than one wished to purchase from the other. Multilateral trade
is necessary if the total volume of world trade is to be raised to its maximum amount.
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Vocabulary
individual exports (imports)  ýêñïîðò (èìïîðò) îòäåëüíûõ òîâàðîâ
switch transaction  1) ïðîèçâåäåíèå ðàñ÷åòîâ â êëèðèíãîâûõ
äîëëàðàõ ïî âíåøíåòîðãîâûì
îïåðàöèÿì ïðè íàëè÷èè
äâóñòîðîííåãî ñîãëàøåíèÿ;
2) âàëþòíàÿ îïåðàöèÿ ïî èñïîëüçîâàíèþ áëîêèðîâàííîãî
ñ÷åòà
consignment stock  òîâàð,
îòîñëàííûé íà êîíñèãíàöèþ
consignee  ãðóçîïîëó÷àòåëü
to effect  îñóùåñòâëÿòü, ïðîèçâîäèòü
to bind  ñâÿçûâàòü (îáÿçàòåëüñòâàìè è ò. ï.)

conditional (link up) transaction 
ñäåëêà, îáóñëîâëåííàÿ íàëè÷èåì ñîãëàøåíèÿ
reversion  âîçâðàùåíèå, âîçâðàò (ê ÷åìó-ë.)
trade and payments agreement 
ñîãëàøåíèå î òîâàðîîáîðîòå
è ïëàòåæàõ
to refund  âîçìåùåíèå ðàñõîäîâ, âîçâðàùåíèå äåíåã
to reimburse  âîçâðàùàòü (ñóììó), âîçìåùàòü
prematurely  ïðåæäåâðåìåííî
validity  ñðîê äåéñòâèÿ
country of origin  ñòðàíà ïðîèñõîæäåíèÿ (òîâàðà)
subdelivery  ñóáïîñòàâêè
fixed  òâåðäûé, óñòàíîâëåííûé, çàôèêñèðîâàííûé

6.12. Commodity and Money Markets
The organization of the commodity markets varies considerably as
each has developed a particular set of customs and traditions, which govern the dealing. They all have this in common  trade is conducted at
wholesale level. A high standard of trading practice is guaranteed by trade
rules, which are observed by all recognized brokers and the majority of
the traders.
Most of the trading is done by private treaty much the same as on the
floor of the Stock Exchange and the role of the commodity broker is
somewhat similar to that of the stockbroker, though some deals are transacted directly between importer and dealers. The terms of business are normally on a CIF forward basis: this means that the price includes the cost
of the goods, insurance and freight for which payment will usually be
demanded against presentation of the shipping documents.Since in many
cases these papers arrive well in advance of the actual goods, the old system
of physical inspection of the commodity has largely disappeared. In its
place, sales are conducted by sample or by description, which, in turn,
depend on meticulous grading and agreed specifications.
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Commodity prices are quoted either for prompt delivery (spot)
or for delivery some months ahead (forward); and the price quotations vary for contracts according to the delivery date. A special term
Futures (or Terminal) is an abbreviation of the more fully explanatory Contract for Future Delivery. These markets deal entirely in
forward deliveries of merchandise at a specified future date.
Commodity prices tend to fluctuate; they are subject not only to
changes in demand but often still more to changes in supply. The supply of a commodity may be affected by abundant or poor crops, by diseases, by increased acreage of cultivation, by strikes or by government
action. The market is informed about such influences from day to day;
it watches weather reports; crop estimates are published regularly and
examined with great care; existing stocks and current consumption are
compared and interest rates are taken into account. On all these facts and
forecasts the market bases its calculations and operations, and the existence of a futures market tends to stabilize prices. This is how it works:
if an actual or antici pated surplus causes a drop in prices, dealers will
buy spot and thereby stem the fall; later when supplies become scarcer they will sell at a profit and thus prevent too steep a rise.
There is, of course, a good deal of guesswork and speculation in these
transactions, e.g. an expected scarcity may not develop, in which case
the dealer will lose on his purchase. But, whether he makes a profit or
a loss, he has automatically performed a useful service to the market and
to the community by ironing out excessive price fluctuations.
There is one overall limitation to futures markets: they can operate
only in commodities which can readily be graded and accurately specified in standard qualities.
Naturally, the members of the commodity markets looked for protection against hazards, which might ruin them, and the markets have
developed a technique, which provides it. This process is known as hedging. The princi ple behind a hedge is that of buying and selling forward at the same time, so as to offset adverse price movements; it is
based on the relation between spot and future prices.
Money market is a financial center where foreign and inland bills of
exchange, foreign currency, bullions and so on are bought and sold. A
group of institutions in Great Britain, dealing in short-term lending and
borrowing is called the Short Money Market. Long-term lending and
borrowing are arranged in the Capital Market. The main institutions in
the British money market are in the neighbourhood of Lombard street
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and the Bank of England. They are joint-stock banks, the discount market, accepting houses, the bullion market and the foreign exchange
market.

commodity market  òîâàðíûé ðûíîê
at wholesale level  çä. ÷åðåç îïòîâûå êàíàëû
at a level  íà óðîâíå
at top level  â âåðõàõ
at the Ministers level  íà óðîâíå
ìèíèñòðîâ
to observe the rules  ñîáëþäàòü
ïðàâèëà
by private treaty  ïî ÷àñòíîìó
ñîãëàøåíèþ
terms of business  óñëîâèÿ òîðãîâëè (ñäåëêè)
CIF forward  ñäåëêà íà ñðîê
íà óñëîâèÿõ ñèô (ò. å. êîãäà
öåíà òîâàðà âêëþ÷àåò ñòîèìîñòü òîâàðà, ôðàõò è ñòðàõîâàíèå) (CIF = Cost, Insurance,
Freight)
shipping documents  îòãðóçî÷íûå
äîêóìåíòû
sales are conducted by samples or by
description  ïðîäàæà ñîâåðøàåòñÿ íà îñíîâàíèè îáðàçöîâ èëè îïèñàíèÿ òîâàðîâ
to quote a price  íàçíà÷àòü öåíó
spot  íàëè÷íûé, ïðîäàâàåìûé íà ìåñòå (òîâàð)
spot business  ñäåëêà íà íàëè÷íûé òîâàð, ñäåëêà ñïîò
delivery date  äàòà ïîñòàâêè
futures  ñäåëêè íà ñðîê; òîâàðû, çàêóïàåìûå èëè ïðîäàâàåìûå íà ñðîê, ôüþ÷åðñíûå
terminal  ñðî÷íûé êîíòðàêò

Vocabulary

acreage of cultivation  ïîñåâíàÿ
ïëîùàäü
accurately  òî÷íî. Syn. precisely
hedge áèðæ. õåäæ (ñðî÷íàÿ
ñäåëêà, çàêëþ÷åííàÿ äëÿ ñòðàõîâàíèÿ öåíû èëè ïðèáûëè)
bill of exchange  âåêñåëü
foreign bill of exchange  èíîñòðàííûé âåêñåëü
inland bill of exchange  âíóòðåííèé âåêñåëü
bullion  ñëèòîê çîëîòà èëè ñåðåáðà
bullion market  ðûíîê çîëîòà
short money market  ðûíîê êðàòêîñðî÷íîãî ññóäíîãî êàïèòàëà
capital market  ðûíîê äîëãîñðî÷íîãî ññóäíîãî êàïèòàëà
discount market  ó÷åòíûé ðûíîê
accepting house  ôèíàíñîâàÿ
ôèðìà (îáû÷íî ÷àñòíàÿ êîìïàíèÿ), ôèíàíñèðóþùàÿ âíóòðåííþþ èëè âíåøíþþ òîðãîâëþ ïóòåì àêöåïòîâàíèÿ âåêñåëåé
primary commodities  ñûðüåâûå
òîâàðû. Syn. primary produce
vis-à-vis  ôð. íàïðîòèâ; çä. ïî
îòíîøåíèþ ê
export earnings  ýêñïîðòíàÿ âûðó÷êà
commensurately  ïðîïîðöèîíàëüíî, ñîðàçìåðíî
to recoup  êîìïåíñèðîâàòü,
âîçìåùàòü, îòêóïàòü, óäåðæèâàòü ÷àñòü äîëæíîãî
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6.13. Exchanges
An exchange is an organized meeting of persons in a permanent appointed place with the aim of buying and selling. The trading there is
governed by certain rules and is limited to members of the exchange,
who are known as brokers. The two chief types of exchanges are the
commodity exchange and the stock exchange.
Commodity exchanges (or produce exchanges) have been established
in important cities of Great Britain, the U.S.A. and other countries for
trading in cotton, wool, timber, wheat, hides and skins and other such
commodities. In Great Britain there are, for example, the Coal Exchange, The Timber Exchange, the Home and Foreign Produce Exchange and others, of which the following are world known: the Metal Exchange, the Wool Exchange, the grain market in the Baltic Exchange; furs are sold in Beaver House, the diamond trade is centered
in Hatton Garden, and tea and rubber have their home in Plantation
House. This building also accommodates the London Commodity Exchange dealing with cocoa and coffee, sugar and spices, vegetable oils
and jute.
Outside London there are two commodity markets in Liverpool: the
Cotton Exchange and the grain market. In the U.S.A. the best-known
are the Board of Trade in Chicago (corn), the New York Produce Exchange, the New York Cotton Exchange, the New York Coffee and
Sugar Exchange.
Stock Exchanges are places where securities, stocks and bonds are
sold and bought. The most famous stock exchanges are the Royal Exchange in London and the New York Stock Exchange.
The fluctuation of prices on exchanges influences to a great extent the
prices of the various commodities on the world market.
The London Stock Exchange has a unique method of operation in
that it divides its members into brokers and jobbers. The brokers do business with the public, but the jobbers do business only with brokers, and
with each other. On the Stock Exchange the business of buying and selling shares is called dealing and a transaction is called a deal.
There is one other important word that we must explain at the outset; that is, market. Readers will be familiar with the word in the sense
of a place where goods are bought and sold; we have cattle markets, corn
markets, and so on. But the Stock Exchange markets consist of jobbers
who deal only in certain lists of shares. Thus there is the rubber mar268

ket, the oil market, the gold fields market and so on. The industrial
market deals in the shares of all markets, for jobbers confine themselves
to one market, or even to a section of one market.
The reader of an English financial newspaper is often confused by
the references to the various stocks and shares which are quoted in their
columns. He finds that government stocks are called gift-edged (meaning that they are very safe). Trustee Stocks are so called because trustees are permitted by the law to invest in them. (A trustee is a person who
administers an estate (money) on behalf of another. Money, which a
trustee administers, is called a Trust Fund). Ordinary shares are called
equity shares.
The gold mining companies of South Africa, which form an important feature of the share market, are called kaffirs. Stores mean retail
departmental stores. The shi pping, oil, mining, brewing and hotel industries are shown separately, and the rest of industry is included in the
term industrials, which is, of course, the largest market of all.
A bull is a person who buys shares, which he hopes and believes, will
rise. A bear is the reverse of a bull, i. e. one who sells shares for a fall.

Vocabulary
institution  èíñòèòóò (óñòàíîâëåíèå), ó÷ðåæäåíèå
commodity (produce) exchange 
òîâàðíàÿ áèðæà
stock exchange  ôîíäîâàÿ áèðæà
hides and skins  øêóðû è êîæè
to accommodate  ðàçìåùàòü
to deal in  òîðãîâàòü
fluctuation  êîëåáàíèå
broker  áðîêåð, ìàêëåð, àãåíò,
ïîñðåäíèê
jobber  ñïåêóëÿíò íà ôîíäîâîé áèðæå, ïðîôåññèîíàëüíûé áèðæåâèê (çàêëþ÷àþùèé
ñäåëêè çà ñîáñòâåííûé ñ÷åò)
gift-edged securities  çîëîòîîáðåçíûå öåííûå áóìàãè, ãîñóäàðñòâåííûå öåííûå áóìàãè

trustee stocks  ïåðâîêëàññíûå
öåííûå áóìàãè, â êîòîðûå
îïåêóíàì ðàçðåøàåòñÿ ïî
çàêîíó ïîìåùàòü ââåðåííûå
èì êàïèòàëû
equity  îáûêíîâåííàÿ àêöèÿ,
àêöèÿ áåç ôèêñèðîâàííîãî
äèâèäåíäà
retail  ðîçíè÷íûé
department store  óíèâåðñàëüíûé ìàãàçèí
brewing  ïèâîâàðåíèå
bull  áèðæ. áûê (ñïåêóëÿíò,
èãðàþùèé íà ïîâûøåíèå)
bear  áèðæ. ìåäâåäü (ñïåêóëÿíò, èãðàþùèé íà ïîíèæåíèå)
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6.14. National Expenditure in Great Britain
The National Expenditure items are summarized in three main
groups:
1) consumers expenditure;
2) public authorities expenditure on goods and services;
3) gross fixed capital formation and increase in stocks.
Then come various adjustments: exports and income from abroad,
less imports and income paid abroad; taxes on expenditure, less subsidies. The result is the gross national product for the year.
Consumers Expenditure
This item shows the expenditure on all kinds of consumer goods: on
food, on drink and tobacco, on housing-rent, rates and repairs.
Since prices have been rising each year, the total consumers expenditure has risen too. But of course the total includes the expenditure of
the rich.
So the rising consumers expenditure total does not mean anything
like a similar increase in the quantity of actual goods and services bought,
at least as far as working people are concerned.
Public Authorities Expenditure
This item covers their expenditure on goods and services only. It does
not include, for example, the enormous tribute paid to the moneylenders as interest on the national debt, interest on Local Authority debts.
Capital Expenditure
Gross fixed capital formation is usually given before charging depreciation of the existing capital, so that on this basis the net additions to
fixed capital are calculated.
Only about a third of the gross fixed capital formation is for plant
and machinery. The rest is for vehicles, shi ps and aircraft, dwellings
and other new buildings and works. The amount spent on this last item
has been growing fast, which must largely be due to the erection of great
new office blocks and hotels, which add nothing to the countrys productive power.
What is not noticeable, too, is the fact that the public sector, covering approximately 20 percent of industry, is year after year providing for about 40 percent of the gross fixed capital formation in Brit270

ain. The nationalized industries, partly from surplus value created in
them and partly from borrowing, are contributing to the modernization
of British industry to a greater extent than the private sector.

Vocabulary
expense account  ñ÷åò ðàñõîäîâ
surplus value  ïðèáàâî÷íàÿ ñòîèìîñòü
but even as they stand  íî äàæå
â òîì âèäå, â êîòîðîì îíè
(öèôðû) ïðåäñòàâëåíû
national expenditure  íàöèîíàëüíûå ðàñõîäû
consumers expenditure  ïîòðåáèòåëüñêèå ðàñõîäû
gross fixed capital formation 
îáùèé (âàëîâîé) ðîñò îñíîâíûõ ñðåäñòâ
total domestic expenditure  îáùàÿ ñóììà âíóòðåííèõ ðàñõîäîâ
adjustment  óòî÷íåíèå, ïîïðàâêà, ðåãóëèðîâàíèå, ïðèâåäåíèå â ñîîòâåòñòâèå

tax on  íàëîã íà
incomes tax  ïîäîõîäíûé
íàëîã
VAT = value-added tax  ÍÄÑ
purchase tax  íàëîã íà ïîêóïêó
excise tax  àêöèçíûé ñáîð
rent  êâàðòèðíàÿ ïëàòà
actual  ôàêòè÷åñêèé
moneylender  çàèìîäàòåëü
to lend money  äàâàòü äåíüãè
âçàéìû, ññóæàòü
to borrow money  áðàòü äåíüãè
âçàéìû
vehicle  òðàíñïîðòíîå ñðåäñòâî
(àâòîìîáèëü, âàãîí è ò. ä.)
office block  çäàíèå êîíòîðû
productive power  ïðîèçâîäèòåëüíûå ñèëû

6.15. Personal Income and Expenditure
The sources of personal income are:
1. Labour, which includes all personal exertion: manual or mental, skilled or unskilled. The income from it accrues in the form of wages, salaries or fees for services performed. For most purposes the economist lumps all these forms of payment together and calls them wages.
2. Property, which includes land and capital in all forms. The income accrues in the form of rent (from land and buildings), interest
(from loans), profits (from businesses other than limited liability companies Ltd.), or dividends (a share of the profits of limited liability companies).
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3. Transfers: Labour and property incomes are received in exchange
for the supply of productive factors (labour, land, capital) but some
people receive incomes without supplying anything in return, e.g. pensions. These are called transfer incomes because the money is simply
transferred to them without any exchange of goods or services taking
place.
Expenditure
It must be remembered that the customers means (his income) are
limited, but his ends (wants) are unlimited. As the consumer is unable
to satisfy all his ends, he arranges them in a ladder of priority, known
as the consumers scale of preference. No two consumers will necessary
arrange their ends on the scale in quite the same order, but certain ends
are more fundamental than others, and things like food, shelter and
clothing are at the top of everybodys list. However, there are different
kinds and qualities of food, shelter and clothing, so there will be room
for a lot of differences between consumers even here.
On low incomes, a high proportion of the income will be spent on
the basic necessities. As incomes rise, a smaller proportion will be spent
on these and a larger proportion on less essential items.

Vocabulary
exertion  óñèëèå, íàïðÿæåíèå
to accrue  1) íàðàñòàòü, íàêîïëÿòüñÿ; 2) âûïàäàòü íà
äîëþ; 3) ïðîèñõîäèòü
fee  ãîíîðàð, åäèíîâðåìåííîå
âîçíàãðàæäåíèå, ïëàòà
interest sing.  ïðîöåíòû (ñ êàïèòàëà è ò. ï.)
dividend  äèâèäåíä
transfer incomes  ïåðå÷èñëÿåìûå äîõîäû (ïåíñèè è ò. ä.)
end  öåëü
ladder of priority  çä. ñòåïåíü
âàæíîñòè, ïîðÿäîê î÷åðåäíîñòè,
ïåðâîî÷åðåäíîñòü
(ladder  ëåñòíèöà)
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list of priority  ñïèñîê ÷åãî-ë.,
ñîñòàâëåííûé â ïîðÿäêå î÷åðåäíîñòè; ñïèñîê ïåðâîî÷åðåäíûõ òîâàðîâ
consumers scale of preference 
øêàëà î÷åðåäíîñòè óäîâëåòâîðåíèÿ ïîòðåáíîñòåé íàñåëåíèÿ
shelter  êðîâ, æèëèùå
are at the top of the list  çä.
ÿâëÿþòñÿ ïðåäìåòîì ïåðâîé
íåîáõîäèìîñòè
necessity  çä. ïðåäìåò ïåðâîé
íåîáõîäèìîñòè. Syn. essential
goods = essentials

6.16. National Income of Great Britain
In official statistics, the national income is built up of the estimated
incomes of all individuals businesses, companies and landlords in the
United Kingdom, plus net property income from abroad.
This gives the Gross National Product (G. N. P.).
From the total figure of the G. N. P. the estimated capital consumption (depreciation) is deducted, giving the figure of the net national
income.
Of course, all estimates on this vast scale cannot pretend to be more
than approximate; but in statistics issued by the monopoly capitalist state
machine there are also deliberate steps taken to present a misleading picture of things.
For example, there is an item called Income from Employment.
In addition to wages and salaries and pay in cash and kind of the armed
forces it includes Employers Contributions.
This in fact is simply a form of taxation on the employers, not a gift
to their employees. The amount should be added to profit, since all the
figures (including wages and salaries) are given before taxation.
There is another item, which covers payments other than wages:
pensions funds, compensation payments, and gratuities (no doubt including golden handshakes to directors).

Vocabulary
national income  íàöèîíàëüíûé
äîõîä
landlord (landlady)  äîìîâëàäåëåö
net property income  ÷èñòûé
äîõîä îò ñîáñòâåííîñòè
Gross National Product (G. N. P.) 
âàëîâûé íàöèîíàëüíûé ïðîäóêò
capital consumption  ñíàøèâàíèå
îñíîâíîãî êàïèòàëà

depreciation  àìîðòèçàöèÿ, èçíàøèâàíèå
approximate  ïðèáëèçèòåëüíûé
taxation  íàëîãîîáëîæåíèå
gratuity  äåíåæíûé ïîäàðîê, ïîñîáèå
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6.17. Surplus or Deficit
If expenditure should exceed revenue so that there was a deficit instead of a surplus, the deficit would be covered by an advance from the
National Loans Fund and thus increases the amount that the Government had to borrow.
The nationalized industries, local authorities and other public bodies,
need to borrow from year to year mainly to finance expenditure on capital projects such as the building of gasworks and power stations, schools,
technical colleges and housing schemes. Most of this borrowing is met from
the National Loans Fund, which also provides a source of credit within the
central Government. Loans from this fund to meet capital expenditure of
this sort do not have to be voted annually by Parliament, although the total
sums that can be advanced to borrowers are usually limited by law. Repayments of, and interest on, these loans are paid into the National Loans Fund.
The Budget and the National Economy
The original purpose of the Budget was to enable the Government
to raise sufficient income to meet its expenditure in the same financial
year. As the scale of Government expenditure and taxation increased,
however, it was realized that both had an important influence on the
general level of output and distribution of resources. In this respect it is
part of the Budgets job to help bring about a balance between the total goods and services, which are likely to be available to the nation and
the total claims, which are likely to be made on them.
Before the Budget, therefore, the Government forecasts the potential growth of output and of imports in the coming year and the growth
of the demand for them, which is likely to arise from personal spending, spending by the Government and local authorities, investment and
exports. If the situation revealed by the forecasts shows demand growing too slowly, it is open to the Government to take action to increase
demand; for example, by reducing taxes in order to bring about an
increase in the incomes and spending of individuals.

Vocabulary

surplus  ïðåâûøåíèå äîõîäîâ
íàä ðàñõîäàìè; àêòèâíîå
ñàëüäî
expenditure  ðàñõîä
revenue  äîõîä
to exceed  ïðåâûøàòü
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advance  ïîâûøåíèå (öåí è ò. ï.);
ññóäà; àâàíñ; ïëàòèòü àâàíñîì;
ññóæàòü
to bring about  îñóùåñòâëÿòü; âûçûâàòü
claim  òðåáîâàíèå, ïðåòåíçèÿ; ðåêëàìàöèÿ

6.18. How banks work
Essentially, banks and other financial institutions such as trust companies, caisses populaires and credit unions provide:
1. A safe place to keep your money.
2. Services to help you manage your money.
3. Loans and mortgages.
It is important to realize that financial institutions do not just hold
your money in a safe place. They make money by:
1. Investing your money, for which they pay you interest.
2. Lending you money, for which they charge you interest.
3. Providing you with credit, usually in the form of a credit card. The
interest rate on credit cards on your unpaid balance is quite a lot higher
than on a conventional loan.

Vocabulary
loan  çàåì; ññóäà
on loan  âçàéìû
mortgage  çàêëàä; èïîòåêà, çàêëàäíàÿ
interest rate  ïðîöåíòíàÿ ñòàâêà
monetary policy  äåíåæíî-êðåäèòíàÿ ïîëèòèêà
interbank settlements  ìåæáàíêîâñêèå ðàñ÷åòû
legal entity  þðèäè÷åñêîå ëèöî

private person  ôèçè÷åñêîå ëèöî
assets  àêòèâ(û); àâóàðû; èìóùåñòâî
banking transaction  áàíêîâñêàÿ
ñäåëêà; áàíêîâñêàÿ îïåðàöèÿ
authorized stock  óñòàâíûé
êàïèòàë (êîìïàíèè, áàíêà),
syn. registered capital, nominal
capital

6.19. Bank Advances
The latest figures issued by Londons eleven clearing banks confirm the
impression that bank lending has been levelling off over the past three
months despite the apparent increase shown in April, and even without
the governments latest restraints on credit. On this interpretation, the
restraints may actually cut into bank lending once they take effect, instead of merely checking an undue rise in advances. In the four weeks
to June 16 the level of advances outstanding remained virtually unchanged once seasonal influences have been set off against net repayments ofW10 million by private borrowers. This bears out the trend of
the two preceding months taken together; an increase of W 73 million
in advances in the four weeks to mid-April was wi ped out almost exactly by repayments of W 76 million the following month.
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It now seems almost certain that the April figures were badly distorted
because make-up day followed immediately after Easter and that the May
figures simply corrected this distortion. Unfortunately, the April increase,
following a sharp rise in March, prompted the authorities on April 29 to
call for the maintenance of special deposits with the Bank of England
equalling 1 percent of the clearing banks gross deposits. And a few days later
came the official request that advance to private borrowers should not be
allowed to rise more than 5 percent in the year to next March.

Vocabulary
check  çä. êîíòðîëèðîâàòü,
ñäåðæèâàòü, ïðèîñòàíàâëèâàòü

outstanding  íåâûïëà÷åííûé,
íåïîãàøåííûé
make-up day  äåíü ïîäâåäåíèÿ
èòîãîâ, áàëàíñà

6. 20. Auctions
Auctions are special form of market, on which demand and supply
concentrate in one place. But whereas commodities dealt in on exchanges are divisible into a small number of well-recognized qualities, sales by
auction are suitable for a quick disposal of commodities, which are either
perishable or which are not gradable because of the large number of varieties. The buyer must, as a rule, first see and inspect the goods at the
warehouse or take a sample, on the basis of which he then makes his bids
at the auction sale. The goods are sold to him who makes the highest bid.
In capitalist countries auctions are widely spread and for some commodities
(wool, tea, fruit, etc.) they are almost the only method of sale.
Sales by auction are generally held at a specially reserved place several times a year or even oftener, according to the nature of the goods.
The taking place of the auction is announced in public by special posters
and in the press, together with the conditions of sale. These are very
important, because they contain instructions and conditions concerning weights and measures, sampletaking, the lowest acceptable bid, terms
of payment, duties of buyer and seller, etc. The sales are usually conducted by selling brokers or auctioneers, who may, however, act also
as buying brokers for their customers. The goods can be sold tel quel,
i.e. as they stand, or if necessary they can be divided into lots, each
lot being characterized by a distinctive quality.
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Vocabulary
sales by auction  ïðîäàæà ñ àóêöèîíà
to dispose of  çä. ïðîäàòü
a disposal of  ïðîäàæà
to take a sample  âçÿòü ïðîáó

sample-taking  âçÿòèå ïðîá
terms of payment  óñëîâèÿ ïëàòåæà
selling (buying) broker  áðîêåð
ïî ïðîäàæå (ïîêóïêå)

6.21. Recent Developments on the stock market
The stock market being literally a market in the economic sense, the
commodities in which it deals are subject to the classical laws of supply and demand, the pressure of demand and the availability of supply.
Equities have been in demand because they entitle their owners to a
share in the profits, which the market has been so far convinced are
going to be made on an increasing scale.
But the divided income is not the main factor in the equity cult. The
equity purchaser is really hedging against inflation, by obtaining the
future right to an increased number of devalued W s, hoping in this way
also to protect his capital from the consequences of inflation. Of course,
he might do this even better by investing in jewellery, old masters or
real estate, and many do, but shares are more readily marketable.
On the supply side, the flight from money into equities has meant
a technical shortage of product to meet the increased demand.

Vocabulary
so far  äî ñèõ ïîð
to hedge against inflation  çä.
ñòðàõîâàòü ñåáÿ ïðîòèâ èíôëÿöèè (to hedge áèðæ. ñîâåðøàòü ñðî÷íóþ ñäåëêó äëÿ ñòðàõîâàíèÿ öåíû èëè ïðèáûëè)

£s = pounds (sterling)
old masters  êàðòèíû ñòàðûõ
ìàñòåðîâ
real estate  íåäâèæèìîå èìóùåñòâî
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6.22. The European Bank
for Reconstruction
and Development (EBRD)
in Ukraine
The European Bank for Reconstruction and Development (EBRD)
has become one of the leading investors in the private sector. Set up with
the specific aims of assisting the transaction towards a market economy,
the Bank works with various partners. For example, the Bank works with
foreign investors and local entrepreneurs, with the financial sector, and
works to remove infrastructure bottlenecks, which hamper private sector
development. It is succeeding in its endeavours.
The projects it finances include financial institutions, telecommunications, energy-saving, power generation, transport construction, manufacturing and agriculture.
The EBRD has been partici pating in Ukraines development since
December 1991 and it opened its office in Kiev in May 1993. With its
key mandate of helping to foster the transition to an open market-oriented economy, the Bank has been keen to assist Ukraine in its initial
steps towards independence, nationhood and the market system. But the
Bank cannot work alone. It relies on the government to create the framework within which a market economy will prosper. As the Banks President Jacques de Larosiere highlighted at the 1994 Annual Meeting in St
Petersburg, Structural reform requires a stable macro-economic framework and the control of inflation. The success of economic reforms (also)
presupposes sustained effort and a coherent approach to implementation;
this has unfortunately not been the case in Ukraine until now. Things may
be about to change. Since the recent election of President Kuchma, it
appears that the tide is turning towards reform. The recent agreement with
the IMF is testimony to this. With this new commitment to reform, the
Bank in all its activities seeks to encourage the transition process.
Meeting the needs of private export-oriented industries and small and
medium enterprises is important for the development of a vibrant local
private sector. Recognizing this, the Bank has at the heart of its business strategy a strong emphasis on its activities in the financial sector. This
is because an essential ingredient to the functioning of any efficient private sector must be a sound financial system. Without the basic financial infrastructure in place, transition cannot succeed.
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The EBRD therefore works closely with domestic financial institutions. If conditions permit, the Bank takes an equity stake or commits
long-term debt-financing to new or existing domestic banks. If long-term
direct investments are not possible, the Bank seeks other means to support local businesses, while strengthening the domestic banking sector.
In Ukraine, the Bank is currently working on a number of such projects.
Furthermore, the Bank seeks to increase the availability of much needed
equity finance for the local private sector by investing in various venture capital funds in the region.

Vocabulary
leading investor  âåäóùèé èíâåñòîð, âêëàä÷èê
set up  âîçäâèãàòü; ó÷ðåæäàòü;
îñíîâûâàòü (äåëî, ïðåäïðèÿòèå)
to remove infrastructure bottlenecks  óñòðàíÿòü íåäîñòàòêè
(óçêèå ìåñòà) èíôðàñòðóêòóðû
endeavour  ïîïûòêà, ñòàðàíèå,
ñòðåìëåíèå
benefit  âûãîäà, ïîëüçà,
ïðèáûëü

to foster  ïîîùðÿòü, áëàãîïðèÿòñòâîâàòü
sustained effort and coherent approach  äëèòåëüíîå óñèëèå
è ïîñëåäîâàòåëüíûé ïîäõîä
long-term debt financing  äîëãîñðî÷íîå
ôèíàíñèðîâàíèå
äîëãà
venture capital  ðèñêîâûé êàïèòàë; êàïèòàë, âêëàäûâàåìûé â ïðîåêòû ñ ïîâûøåííûì óðîâíåì ðèñêà.
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I.

Choose the best alternative to complete each sentence.

1. If a company needs to raise a lot of money, it may _____ shares.
a) put up;

b) issue;

c) supply;

d) purchase.

a) companies;

b) trusts;

c) societies;

d) funds.

a) entitled;

b) titled;

c) nominated;

d) persuaded.

a) indication;

b) index;

c) measure;

d) indicator.

a) bear;

b) bull;

c) dog;

d) stag.

a) bear;

b) bull;

c) dog;

d) stag.

a) bear;

b) bull;

c) dog;

d) stag.

a) access;

b) excess;

c) exit;

d) entrance.

a) golds;

b) guilts;

c) gilts;

d) debits.

a) reward;

b) prize;

c) surplus;

d) return.

a) case;

b) file;

c) portfolio;

d) folder.

a) words;

b) facts;

c) factors;

d) terms.

a) take;

b) do;

c) make;

d) invest.

a) volatile;

b) wavering;

c) shocking;

d) moving.

2. Pension _____ play an important role in the stock market.

3. As an ordinary shareholder, you are _____ to vote at the meeting.
4. The share _____ which is made up of a cross-section of shares,
reflects the general activity of the market.
5. A _____ is someone who buys shares, expecting the market to rise.
6. A _____ is a speculator who expects share prices to fall.

7. A _____ is a person who buys new issues of shares hoping to sell
them quickly at a profit.
8. Ive put part of the money into an instant _____ account.

9. Bonds issued by the government are often known as _____.
10. What kind of _____ can I expect on my investment?

11. You should have as diversified a _____ of shares as possible.
12. In real _____ the $1,000 you invested would be worth $5,000 today.
13. The higher the risk you _____, the more money you could make.
14. The market has been extremely _____ over the past few years.
As you did the exercise, did you make a note of these partnerships?
stock market
a return on an investment
Look through the sentences again and underline any other word
partnerships you find.
Check your answers:
1. b), 2. d), 3. a), 4. b), 5. b), 6. a), 7. d), 8. a), 9. c), 10. d), 11. c), 12. d),
13. a), 14. a).
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Unit 7

PSYCHOLOGY
ÏÑÈÕÎËÎÃÈß
7.1. What is Psychology? (×òî òàêîå ïñèõîëîãèÿ?).
7.2. Decline in memory (Îñëàáëåíèå ïàìÿòè).
7.3. Marital researches (Èññëåäîâàíèå áðàêîâ).
7.4. Marital satisfaction (Ñåìåéíîå áëàãîïîëó÷èå).
7.5. Differences in intelligence (Ðàçëè÷èÿ â èíòåëëåêòå).
7.6. Behavioral changes (Èçìåíåíèÿ â ïîâåäåíèè).
7.7. Retrospective and prospective memories (Ðåòðîñïåêòèâíàÿ è
êàñàþùàÿñÿ áóäóùåãî ïàìÿòü).
7.8. Age-related changes (Èçìåíåíèÿ, ñâÿçàííûå ñ âîçðàñòîì).
7.9. Aging affects conversational skills (Âëèÿíèå âîçðàñòà íà ðàçãîâîðíûå íàâûêè).
7.10. Alzheimers disease (AD) (Áîëåçíü Àëüöãåéìåðà).
7.11. A behavior genetic analysis (Àíàëèç ãåíåòè÷åñêè çàëîæåííîãî
ïîâåäåíèÿ).
7.12. Natural disasters (Ïðèðîäíûå êàòàêëèçìû).
7.13. Hostility (Âðàæäåáíîñòü).
7.14. Insomnia complaints (Æàëîáû íà áåññîííèöó).
7.15. Hypnotic usage (Óïîòðåáëåíèå ñíîòâîðíûõ ïðåïàðàòîâ).
7.16. Thinking aloud (Ìûñëè âñëóõ).
7.17. Interindividual differences with age (Âîçðàñòíûå îòëè÷èÿ
ìåæäó ëþäüìè).
7.18. The impact of thinking aloud on decision-making performance
(Âëèÿíèå ìûøëåíèÿ âñëóõ íà ïðèíÿòèå ðåøåíèé).
7.19. Word-finding problems (Ïðîáëåìû ñ ïîäûñêèâàíèåì ñëîâ).
7.20. What is social Psychology? (×òî òàêîå ñîöèàëüíàÿ ïñèõîëîãèÿ?).
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7.1. What is Psychology?
Psychology is the science of behavior, the observable actions or reactions of people and other living organisms. The word psychology
comes from Greek roots meaning the study of soul or spirit.
1. The Scientific Approach.
A. An Hypothesis is a precise testable assumption regarding the relationshi p between variables. Scientists must state an hypothesis
in such a way that it can be confirmed or disconfirmed. Hypotheses also must generate measurable results.
B. A Theory is a set of interrelated hypotheses which summarizes
existing data, or information, and predicts future observations. A
theory is an attempt to explain a phenomenon and is devised from
human imagination and from information currently known.
C. Subjects are the participants in an experiment.

Vocabulary
science of behavior  íàóêà î ïîâåäåíèè
soul  äóøà
spirit  äóõ
assumption  ïðåäëîæåíèå
attempt  ïîïûòêà
subjects  ñóáúåêòû, ïðåäìåòû
research  èññëåäîâàíèå

approach  ïîäõîä
behavior  ïîâåäåíèå
mental disorders  óìñòâåííûå
ðàññòðîéñòâà
nurture  âîñïèòàíèå, îáó÷åíèå,
ïèòàíèå
heredity  íàñëåäñòâåííîñòü

2. The Beginnings of Experimental Psychology.
Experimental psychologists are researchers who use scientific methods of experimentation to learn about fundamental psychological processes.
A. Wilhelm Wundt was one of the first experimental psychologists and
is credited with starting the first psychology laboratory.
1. INTROSPECTION, a process used by Wundt in his laboratory in
Lei pzig, Germany, is a way of examining ones own conscious
experience through self-observation of ones thoughts, feelings,
and sensations.
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2. STRUCTURALISM, the name of Wundts approach to experimental psychology, is a system of thought that tried to analyze sensations and subjective experience into its basic building blocks.
B. Functionalism, another psychological system of thought, focuses on
how mental activity enables people to function and survive.
1. WILLIAM JAMES and other supporters of the functionalist
movement were opposed to structuralism because they felt consciousness could not be broken down into components as if it were
a physical structure.
C. Behaviorism is a system of thought which holds that only strictly
observable phenomena are worthy of psychological study.
1. JOHN B. WATSON is considered to be the father of behaviorism.
3. Other Areas in Psychology.
A. Physiological psychology is concerned with the way the body functions and the effect of its activity on behavior.
B. Clinical psychology is concerned with helping people who have mental disorders.
1. SIGMUND FREUD began as a physician and experimental scientist, but later devoted himself to helping people with mental disorders. Using data collected from observed patients, he constructed a widely influential theory of personality.
C. Social psychology is the study of how people think about, influence,
and interact with each other.
1. WILLIAM McDOUGALL stimulated interest in this branch of
psychology with the publication of the first basic social psychology textbook in 1908.
2. By the time FLOYD ALLPORT published the second basic text on
the subject, social psychology had emerged as a lively branch of
the study of behavior.
D. Developmental psychology is the study of human growth and changes
in behavior from conception to death.
1. JEAN PIAGET was one of the most famous and influential researchers in developmental psychology.
2. The NATURE-NURTURE issue deals with whether human
growth results from interaction with others and with the physical world (nurture) or if the key to development is heredity (nature). Jean Piaget, as well as most developmental psychologists
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today, believed that changes in behavior result from a combination
of nurture and nature.
E. Psychometric psychology is the psychological speciality involved with
developing, administering, and analyzing tests.
1. JAMES McKEEN CATTELL, an assistant to Wundt, was the first
psychologist to suggest the term mental tests. He began using
tests to assess how humans used mental ability to solve problems
and survive.
2. ALFRED BINET, a French psychologist, developed useful and
sophisticated tests to assess human intelligence.
3. LEWIS TERMAN carried forth Binets work to the United States
at Stanford University.
4. Research Strategies.
A. Description is the least sophisticated, but is a useful way to do research.
There are several ways to carry out the process of descri ption.
1. NATURALISTIC OBSERVATION consists of observing behavior
in natural settings.
2. ENUMERATION consists of counting the number of times a particular event occurs.
3. LONGITUDINAL STUDIES examine the same kind of behavior
or the same group of people over time, to detect changes or
trends.
4. CROSS-SECTIONAL STUDIES compare subjects of different
ages or groupings at the same time.
5. CASE HISTORIES are narratives about the experiences of specific individuals.
B. Correlation describes the relationshi p between two variables.
1. A VARIABLE is a measureable and changeable item.
2. Correlations range from -1.00 to +1.00.
3. A POSITIVE CORRELATION means that as one variable increases, so does the other. The two variables change in the same
direction.
a. A PERFECT POSITIVE CORRELATION equals +1.00.
4. A NEGATIVE CORRELATION means that as one variable increases, the other variable decreases.
a. A PERFECT NEGATIVE CORRELATION equals −1.00.
5. A correlation of zero means there is no linear relationshi p between the two variables.
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6. Correlation does not imply causation. Two variables, A and B,
may be correlated with each other, but that does not mean A
caused the changes in B, or vice versa.
C. Manipulation is the most powerful tool available for determining
causation. It involves changing the value of one variable and then
measuring changes in another variable.
1. The INDEPENDENT VARIABLE is the one psychologists mani pulate.
2. The DEPENDENT VARIABLE is the one affected by the manipulation. It is the measured response.
3. The EXPERIMENTAL GROUP represents the group of subjects
exposed to the special manipulation of the independent variable.
4. The CONTROL GROUP is a set of subjects that experience the
same background conditions as the experimental group, except the
control group is not presented with the special mani pulation of
the independent variable.
5. REPLICATION means repeating experiments and achieving highly
similar results when using a new sample of subjects.
6. RANDOM SAMPLES are chosen in such a way that all subjects
have an equal chance of being selected to participate in the study.
Random sampling is a good way to increase the odds that your
SAMPLE, the set of individuals who partici pate in your study,
is representative of the population being studied.
7. DEMAND CHARACTERISTICS are cues contained in the experimental environment which may alert the subject to what the
experimenter expects of him or her. When subjects stop behaving naturally and begin acting to please researchers, data gathered from them are of no worth.
8. DOUBLE-BLIND experiments are recommended to reduce the
effects of demand characteristics. In double-blind experiments,
neither the subjects nor the experimental assistant are aware of
the purposes of the experiment.
5. Research Ethics.
Psychologists work in compliance with several sets of guidelines to
protect both human and animal subjects.
A. THE AMERICAN PSYCHOLOGICAL ASSOCIATION (APA), a major professional organization, has put forth a set of principles which
call on experimenters to protect subjects from physical or mental harm.
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B. INFORMED CONSENT, informing subjects in advance of procedures that may affect their willingness to take part in research and
gaining subjects consent in advance if experiments involve even
slight risk, is required by APA guidelines.
6. Debates About Behavior and Research.
A. Body versus Mind
1. DUALISM states that mind and body are two separate entities.
2. MONISM holds that mind is not an entity separate from the body,
but rather that the brain and mind are one.
B. Applied versus Basic Research
1. APPLIED research attempts to determine those aspects of psychology which can be used to benefit individuals immediately.
2. BASIC research investigates principles of psychology without concern for whether immediate application of the work can be made.
C. Individual versus Group Research
1. Studies done with individuals are concerned with the particular
person  for example, a case history.
2. Studies done with groups investigate the general patterns shown
by a number of individuals.

STUDY

QUESTIONS

1. The person given credit for starting psychology as a separate discipline is:
a) Wilhelm Wundt;
b) Sigmund Freud;
c) John Watson;
d) William McDougall.
2. The system which focuses on how mental activity enables people to
function and survive is called:
a) structuralism;
b) functionalism;
c) behaviorism;
d) gestaltism.
3. The area of psychology which would concern itself with studying the
effects of aging on various psychological processes is:
a) clinical psychology;
b) social psychology;
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c) developmental psychology;
d) psychometric psychology.
4. John B. Watson is associated with which psychological system?
a) structuralism;
b) functionalism;
c) behaviorism;
d) gestaltism.
5. The psychologist credited with developing one of the first useful tests
to assess human intelligence is:
a) Jean Piaget;
b) Alfred Binet;
c) Floyd Allport;
d) James McKeen Cattell.
6. The type of research study which compares subjects of different ages
at the same time is called a ______ study:
a) cross-sectional;
b) multi-stage;
c) case history;
d) longitudinal.
7. If you computed the correlation between two variables to be -1.11,
you would conclude:
a) as one variable is increasing, the other variable is decreasing;
b) both variables are increasing at the same rate;
c) both variables are decreasing at the same rate;
d) a mistake has been made in the calculations.
8. To reduce the effects of demand characteristics, ___________
experiments are recommended:
a) random sample;
b) replication;
c) correlational;
d) double-blind.
9. The experimenter wants to find out if playing music while students
are taking an exam will increase their exam scores. The dependent
variable is:
a) the music;
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b) scores on the exam;
c) the material covered in the exam;
d) the amount of time the students have to take the exam.
10. The experimental and control groups are identical to each other
except:
a) the experimental group is measured on the dependent variable,
the control group is not;
b) the experimental group receives the special mani pulation of the
independent variable, the control group does not;
c) the control group receives the special mani pulation of the independent variable, the experimental group does not;
d) the control group receives the independent and dependent variables, the experimental group receives neither.
11. The viewpoint which considers the brain and the mind to be a
single entity is called:
a) monism;
b) dualism;
c) physiological psychology;
d) unidimensionality.

7.2. Decline in memory
Decline in memory performance appears to be one of the characteristic sequelae of aging. Early research on memory and aging
concentrated on describing how memory changes with age. The consensus
of decades of research is that although there may be age differences in
short-term memory capacity, there are reliable age differences in sensory
memory and in long-term memory. Documentation of these differences
has resulted in a shift in emphasis from determining how memory
changes with age to determining why memory changes. One approach
to identifying the basis for age differences in memory performance is
to determine why memory performance differs within age groups.
The behavior genetics paradigm has proven to be a powerful method for
exploring individual differences. Behavior genetic methods can determine
the relative influence on memory of genetic factors, shared environmental
factors (i.e., factors shared by individuals reared in the same household),
and nonshared environmental factors (i.e., factors specific to an individual).
Memory aging is a characteristic of all mammalian species implying a
biological basis to declines in memory with age. Applying the methods of
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behavior genetics to the investigation of individual differences in memory
will further our understanding of age differences in memory.

Vocabulary
sequelae (pl.)  ïîñëåäñòâèÿ
consensus  çä. âûâîäû
reared  âîñïèòàííûé

mammalian species  âèäû ìëåêîïèòàþùèõ
further (v)  ïðîäâèãàòü, ñïîñîáñòâîâàòü

Choose the best alternative.
Decline in memory performance ................................. to be one of the
characteristic sequelae of aging.
a) occurs
c) appears
b) happens
d) seems
2. Memory aging is a ................................. of all mammalian species.
a) property
c) peculiarity
b) sample
d) characteristic
3. The ................................. of decades of research is that there are reliable
age differences in sensory memory.
a) conclusion
c) consequence
b) consensus
d) result
4. The behavior genetics paradigm has proven to be a ..............................
for exploring individual differences.
a) strong tool
c) powerful method
b) basis
d) argument
5. Early research on memory and aging ............................. on describing
how memory changes with age.
a) focused
c) worked
b) concentrated
d) spotted

7.3. Marital researches
For many people, marriage is the most intimate and enduring of all
close relationshi ps. Despite the fact that many marriages last for
decades, most of the marital research in psychology has focused on
relatively young couples and has been more concerned with marriages
that dissolve than with marriages that stay together. Our own previous
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marital research reflects these trends; we have studied couples who were
primarily in the early stages of marriage and searched for factors that
would predict their subsequent dissolution.
With estimates of divorce rates approaching two thirds of all new
marriages, our research group has become increasingly interested in
studying marriages that have managed to buck the odds and stay together
over long periods of time, hoping to learn what these marriages are like
and perhaps to discover some of the secrets to their longevity.
Here we describe the construction of a sample of couples in long-term
marriages, recruited so as to represent a range of levels of marital
satisfaction. These couples, some of whom are middle aged and others
on the threshold of old age, have been married to each other for most
of their adult lives. Our long-range plan is to follow these couples over
time, studying them using methods we have developed with younger
couples (i.e., direct observation of behavior in the laboratory and at
home and assessment of emotion, problem solving, and physiology
during marital interaction). We describe characteristics of these marriages
derived from self-report data, contrasting husbands and wives, middleaged and older couples, and relatively satisfied and dissatisfied marriages.

Vocabulary
enduring  äëèòåëüíûé, äîëãèé
dissolve  ðàñïàäàòüñÿ, ðàñòâîðÿòüñÿ
subsequent  ïîñëåäóþùèé
buck the odds  çä. ïåðåæèòü òðóäíîñòè
longevity  äîëãîâå÷íîñòü

sample  çä. ìîäåëü, îáðàçåö
recruited  çä. îòîáðàííûé
long-range plan  ïëàí íà ïåðñïåêòèâó
derived  ïîëó÷åííûé, óíàñëåäîâàííûé

Choose the best alternative.
1. For many people, marriage is the most .............................. and
enduring of all close relationshi ps.
a) safe
c) reliable
b) trustworthy
d) intimate
2. Previous marital research reflects these .............................. .
a) directions
c) biases
b) trends
d) tendencies
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3. The research group has become increasingly interested in studying
marriages that have managed to .............................. the odds and stay
together over long periods of time.
a) throw off
c) reject
b) cast away
d) buck
4. Here we describe the construction of a sample of couples in longterm marriages, .............................. so as to represent a range of levels of
marital satisfaction.
a) hired
c) recruited
b) sacked
d) fired
5. Some couples are middle-aged and others on the ........................... of
old age, have been married to each other for most of their adult lives.
a) threshold
c) edge
b) brink
d) brim
6. The long-range plan is to follow these couples over time, studying
them using methods we have .............................. with younger couples.
a) studied
c) developed
b) determined
d) forecasted
7. Most of the marital research in psychology has focused on
relatively young couples and has been more .............................. with
marriages that dissolve than with marriages that stay together.
a) concerned
c) predisposed
b) practised
d) met

7.4. Marital satisfaction
It was proposed and tested a mediational model linking the experience of retirement with marital satisfaction. The experience of retirement
(financial strain, time structure, a sense of purposefulness, and interpersonal contacts) is held to predict marital satisfaction indirectly through
its sequential effects on context-specific well-being (retirement-specific
satisfaction with health, activities, and peers) and context-free wellbeing (depressive symptoms). Both this model and a revised model in
which retirement satisfaction also exerted a direct effect on marital satisfaction were supported using structural equation modeling on data from
164 retirees (mean age = 69 years). An alternative model in which depressive symptoms assume a predictive rather than mediational role was
not supported; cross-lagged regression analyses excluded the possibility
that marital dissatisfaction resulted in depressive symptoms. The conceptual and practical implications of these findings are discussed.
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Vocabulary
link  ñâÿçûâàòü
marital satisfaction  ñåìåéíîå
áëàãîïîëó÷èå
context-specific  êîíòåêñòóàëüíûé

context-free  íåêîíòåêñòóàëüíûé
exert  çä. âûçûâàòü, ïðîèçâîäèòü
mean  ñðåäíèé
cross-lagged  ïåðåêðåñòíûé

7.5. Alzheimers disease (AD)
Alzheimers disease (AD) often results in institutionalization of the
patient at some point during its course. Although the memory problems
of the disorder are its hallmark, it is more likely to be the behavioral
or psychiatric problem that makes home care difficult, and in some cases
impossible. Psychiatric problems are not uncommon in AD patients, and
less striking behavioral and personality changes also occur. These less
severe changes are important to understand, as they also contribute to
caregiver burden.
There are substantial methodological hurdles in studying personality
changes in dementing patients. The usual method in personality study,
self-report, is not useful, and informants are required. Furthermore,
assessment of premorbid personality and behavioral tendencies must be
retrospective. These permit a number of biases. For example, dementia
severity or premorbid personality might influence an informants
assessment of the patients current personality or their recollection of
premorbid characteristics. This is an important concern because of
hypothesized relations between disease process and personality change.

Vocabulary
institutionalization  ãîñïèòàëèçàöèÿ
hallmark  íàèâûñøåå ïðîÿâëåíèå, ñàìûé çàìåòíûé ïðèçíàê
less severe  íå òàêèå ñåðüåçíûå
caregiver  òîò, êòî ïðèñìàòðèâàåò
hurdle  ïðåïÿòñòâèå, òðóäíîñòü

dementing  ñ óìñòâåííûìè íåäîñòàòêàìè
premorbid  ïðåäïàòîëîãè÷åñêèé
premortal  ïðåäñìåðòíûé
bias  ïðåäâçÿòîñòü, íåâåðíàÿ
îöåíêà, íåîáúåêòèâíîñòü
dementia severity  òÿæåëûå ôîðìû óìñòâåííîãî ðàññòðîéñòâà
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Choose the best alternative.
1. AD often results in .............................. of the patient at some point
during the course.
a) isolation
c) solitude
b) institutionalization
d) inspection
2. Although the memory problems of the disorder are
its ..........................., it is more likely to be the behavioral or psychiatric
problem.
a) symptom
c) sign
b) indication
d) hallmark
3. There are substantial methodological hurdles in studying personality
changes in .............................. patients.
a) mad
c) dementing
b) lunatic
d) pathological
4.These permit a number of .............................. .
a) distortions
c) biases
b) prejudices
d) hurdles
5. These less .............................. changes are important to understand,
as they also contribute to caregiver burden.
a) far-fetched
c) unimportant
b) inessential
d) severe

7.6. Behavioral changes
Subtle behavioral changes have been suggested to be early indicators
of AD. It also has been proposed that there is a predictable pattern of
behavioral change associated with the progression of the disease. In a
comparison of questionably demented, mildly demented, and normal
elderly subjects, used factor analysis to identify four dimensions of
personality and behavior on which changes occurred: (a) passive
behaviors (consisting of descri ptors like inactive, insecure, less cheerful,
and less responsive), which occurred in 66 % of the mildly demented
group, 50 % of the questionably demented group, and none of the
normal elderly; (b) self-centered behaviors (self-centeredness, loss of
concern for others, crude behavior, and loss of emotional control),
which occurred in 34 % of the demented group, 31 % of the
questionably demented group, and 4 % of the control; (c) agitated
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behaviors (irritability and hyperactivity), which occurred in 30 % of the
demented, 38 % of the questionably demented, and 5 % of the normal
elderly; and (d) suspiciousness, which was generally rare and was found
in only 5 % of the demented group. Overall, some kind of behavioral
changes were described for 77 % of the mildly demented group, 62 %
of the questionably demented group, and only 10 % of the control. The
high incidence of change described in the questionably and mildly
demented groups is consistent with the idea of personality change as an
early marker for AD.
This study compared the way in which young and elderly adults
cooperate to achieve a mutually acceptable reference. Pairs of young and
elderly interlocutors performed a repeated referential communication task
in which they were asked to converse about arranging complex figures
in a particular order. With repetition of the task, both partners, regardless
of age, needed fewer words and speaking turns to find mutually
acceptable references. However, the older Ss were slower to benefit from
the repetition and required more collaborative work to reach an agreement.
The elderly were less likely to take previously shared information into
account; they produced proportionally less requests for potential
elaboration, and they were more likely to be idiosyncratic in their
interpretation of the referents.

Vocabulary
subtle  çä. íåçíà÷èòåëüíûé, íåáîëüøîé, òîíêèé
predictable pattern  ìîäåëü, ñõåìà,
êîòîðóþ ìîæíî ïðåäâèäåòü
demented  ñ ïñèõè÷åñêèìè îòêëîíåíèÿìè
insecure  çä. íåóâåðåííûé
less responsive  ñ ìåíüøåé ÷óâñòâèòåëüíîñòüþ (ðåàêòèâíîñòüþ)
high incidence  çä. áîëüøîé ïðîöåíò

marker  ïðèçíàê, ÷åðòà
reference  âçàèìîäåéñòâèå
repeated referential communication
task  ñåðèÿ çàäàíèé ïî ðåôåðåíòíîìó îáùåíèþ
speaking turns  ÿçûêîâûå îáîðîòû
Ss  ñîêð. Subjects
referents  çä. óñëîâíûå òåðìèíû

7.7. Age-related changes
In the last 10 years, the linguistic skills of healthy, aging adults have
received much attention. The general view emerging from the literature
concerned with age-related changes in cognitive functioning is that language functions are the least likely of cognitive functions to deteriorate
with age. Recent research studies, however, clearly showed that there
295

may be subtle but systematic changes in linguistic abilities with regard
to both language comprehension and production.
With regard to discourse production, many recent studies examined
changes in oral or written expression as a function of the normal aging process. In comparing the spontaneous language that older and
younger people use for various tasks, these studies came to several general conclusions, including the following: (a) there is no effect of aging on the lexical variety of spontaneous speech; (b) there is an overall decline in elderly adults spontaneous production of complex, multiply embedded sentences, and this age-related decline seems to be more
precipitous for left-branching constructions.

Vocabulary
emerge from  ïðîèñõîäèòü îò
cognitive functioning  ïîçíàâàòåëüíàÿ äåÿòåëüíîñòü
deteriorate  óõóäøàòüñÿ
subtle  íåçíà÷èòåëüíûé, íåáîëüøîé
language comprehension and production  ñïîñîáíîñòü ïîíèìàòü (âîñïðèíèìàòü) ÿçûê è
âûñêàçûâàòüñÿ

multiply imbedded  ñ áîëüøèì
êîëè÷åñòâîì âñòàâîê
precipitous  êðóòîé, áûñòðûé
left-branching constructions 
ïîáî÷íûå, äîïîëíèòåëüíûå,
âñïîìîãàòåëüíûå êîíñòðóêöèè

7.8. Retrospective and prospective memories
Consider the everyday tasks of looking up a telephone number and
remembering it before dialing or trying to recall the name of someone
to whom you have just been introduced at a party. These are tests of retrospective memory, which is traditionally investigated in the laboratory
by presenting information that subjects are subsequently required to recognize or recall when prompted by the experimenter. In general, the elderly are significantly impaired on such tasks in comparison with the young.
Subjects in prospective memory tasks are required to execute a planned
action at some point in the future. This corresponds to everyday activities such as remembering to remove a cake from the oven or to take
medicine every 4 hr. To perform such tasks successfully, subjects must,
when the time arrives, (a) remember that something has to be done,
(b) remember what has to be done, (c) perform the task, and (d)
remember later that it has been performed, so that it is not repeated.
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Recent evidence suggests that the elderly are considerably less impaired
on prospective memory tasks than on retrospective memory tasks in
comparison with the young. A differential effect of aging is regarded as
important in providing support for the recent suggestion that retrospective
and prospective memories are qualitatively distinct aspects of memory.

Vocabulary
subsequently  âïîñëåäñòâèè
impaired on such tasks  çä. èìåëè
òðóäíîñòè ñ âûïîëíåíèåì òàêèõ çàäàíèé

recent evidence  íåäàâíî ïîëó÷åííûå äàííûå

Choose the best alternative
1. The elderly are .............................. impaired on such tasks in the
comparison with the young.
a) essentially
c) sufficiently
b) deeply
d) significantly
2. Subjects in prospective memory tasks are required
to .............................. a planned action at some point in the future.
a) perform
c) fulfil
b) execute
d) implement
3. This .............................. to everyday activities such as remembering
to remove a cake from the oven or to take medicine every 4 hours.
a) relates
c) conforms
b) corresponds
d) correlates
4. Recent evidence suggests that the elderly are considerably
less .............................. on prospective memory tasks.
a) damaged
c) spoiled
b) impaired
d) weakened
5. A differential effect of aging is .............................. as important in
providing support for the recent suggestion that retrospective and
prospective memories are qualitatively distinct aspects of memory.
a) considered
c) believed
b) regarded
d) esteemed
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7.9. Aging affects conversational skills
Despite the numerous studies recently devoted to language production
in old age, very little is known about whether aging affects conversational
skills. In everyday life, it is not unusual to notice that elderly people
appear to have certain difficulties in grasping what is said to them within
a conversational setting. Some of the elderly complain of difficulty
following a conversation, and it is not unusual for certain individuals to
ask for a more patient conversational partner who would allow more time
for integration and response.
Most, if not all, of the psycholinguistic research concerned with the
effects of aging on spoken language has been restricted to the study of
monological forms of speech elicited by picture-description or narrativeproduction tasks. Such studies cannot inform us as to whether elderly people
have any specific difficulty as partners in dialogical exchanges. From a
psychological point of view, this might be seen as a rather severe limitation
of the literature if one considers that conversation is the fundamental site
of language use, even if much remains to be learned about how exactly
conversation affects speaking and understanding processes. Therefore, the first
aim of the present study was to compare the verbal performances of young
and elderly subjects in a conversational setting.

Vocabulary
conversational setting  çä. ôðàçà,
ïîñòðîåíèå ôðàçû
elicited by  ïîëó÷åííûé ïóòåì

severe limitation  çä. ñåðüåçíûé
íåäîñòàòîê, îãðàíè÷åíèå

7.10. Differences in intelligence
Following the recent work on the influence of intellectual speed on
age differences in intelligence during middle and late adulthood, the
major goal of the present study was to examine whether speed continues
to be a main determinant of age-related variability in intelligence after
the age of 70 years. On the basis of the speed hypothesis of cognitive
aging, we expected that negative age differences in intelligence among
old and very old adults would be mediated, to a large extent, by age
differences in speed. A related aim of the study was to examine whether
positive age gradients in crystallized cognitive abilities such as knowledge
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continue to exist in old and very old age after controlling for age-related
differences in speed.
Cognitive aging researchers generally agree that performance on many
information-processing tasks assessing cognitive or perceptual process is
slowed in old age. Proponents of the general slowing hypothesis of cognitive aging argue that this phenomenon is caused by a general decrease
in processing rate with age. The reduction in rate is believed to affect most
perceptual and cognitive processes and is regarded as the prime determinant of negative age changes in cognitive functioning during adulthood. Recent empirical evidence supporting the assumption of general
slowing has come from meta-analyses of latency data examining the relation between mean latencies for groups of old adults and the mean
latencies for groups of young adults.
Generally, it was found that a simple linear or curvilinear function
explained a very high proportion of variance across a variety of different
tasks.

Vocabulary
age-related  ñâÿçàííûé ñ âîçðàñòîì
speed hypothesis of cognitive
aging  ãèïîòåçà î âîçðàñòíûõ
èçìåíåíèÿõ ñêîðîñòè óìñòâåííûõ îïåðàöèé
cognitive ... perceptual processes 
ïðîöåññû ïîçíàíèÿ ... âîñïðèÿòèÿ

affect  íåãàòèâíî âëèÿòü
empirical evidence  äîêàçàòåëüñòâà, ïîëó÷åííûå ýìïèðè÷åñêèì ïóòåì
latency data  äàííûå î ñêîðîñòè
ïñèõè÷åñêèõ ðåàêöèé
mean  ñðåäíèé

7.11. A behavior genetic analysis
Behavior genetic methods can begin to address the question concerning underlying mechanisms. A behavior genetic analysis can determine
the extent to which the genetic and environmental influences on two
phenotypic traits are correlated. In other words, we can determine
whether the correlation between memory and a related variable arises
from a common genetic influence (e.g., common genes) or a common
environmental influence.
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The purpose of the present investigation was twofold. The first goal
was to determine the relative influences of genetic and environmental
influences on memory performance in a sample of older twins. The
method and results of this univariate analysis are presented in the first
section. Partitioning the variance in memory performance in this way
associates memory with nonspecific genetic and environmental factors.
The goal of the second stage of the analysis was to identify specific variables that mediate the overall genetic and environmental effects on memory by determining the extent to which relationshi ps between memory and related variables arise from genetic and environmental influences.

Vocabulary
behavior genetic analysis  ãåíåòè÷åñêèé àíàëèç ïîâåäåíèÿ
in a sample of  çä. íà ïðèìåðå
univariate  îäíîâàðèàíòíûé,
îäíîòèïíûé

partition  ðàçáèâàòü íà ÷àñòè
mediate  ñîäåéñòâîâàòü, âûñòóïàòü ïîñðåäíèêîì, îïîñðåäîâàòü
bivariate  äâóõâàðèàíòíûé

7.12. Natural disasters
It has been suggested that natural disasters are among the most universally threatening life stressors. Not only disasters do induce life-threatening fears and physical injuries, but they also leave long-standing residual
effects, such as damage to property and community disruption, that can
be as psychologically disrupting as the actual event. Yet, not everyone who
experiences a natural disaster develops psychological symptoms, suggesting that there are individual differences in responsiveness to such stressors. People bring to the disaster experience their own life histories, their
own social and coping resources, and their own responsibilities and burdens. These factors play a role in understanding who is most vulnerable or
resilient to postdisaster stress. As is true of any life stressor, the effects of
a disaster also need to be understood in the context of the life course of
the affected individual.
Several researches have addressed the influence of age on disaster
recovery. The researchers who have specifically examined the consequences of disaster for older individuals have generally concluded that
this population does suffer adverse physical and psychological effects.
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Vocabulary
stressor  ñòðåññîâûé ôàêòîð,
ýëåìåíò
induce  âûçûâàòü
residual effect  îñòàòî÷íûé ýôôåêò, ïîñò-ýôôåêò
disrupt  îáðûâàòü, ïðåðûâàòü

responsiveness  ÷óâñòâèòåëüíîñòü, óÿçâèìîñòü
coping resources  ñèëû ñïðàâèòüñÿ ñ ÷åì-òî
vulnerable  óÿçâèìûé
adverse  íåãàòèâíûé, íåáëàãîïðèÿòíûé

7.13. Hostility
A recognition of the multifaceted nature of hostility suggests that the
use of multi ple measures of the construct will lead to experimental results that are more complete and, consequently, more theoretically useful. Therefore, the present study examines age differences among middleaged and older adults in responses to a battery of instruments designed to
measure several aspects of hostility. Measures of the cognitive (cynicism and
suspiciousness), affective (anger and irritability), and behavioral (aggressiveness and expressiveness) components were included. The comprehensiveness of the measurement strategy was extended beyond the standard
self-report measures of hostility by including a measure of hostility that
was based on observations of the respondents actual behavior during an
interview.
The age range in this study did not extend to the age of the younger
partici pants in the previous studies that had reported curvilinear relationshi ps between hostility and age. Therefore, we did not expect to
observe curvilinear age trends.
The psychological construct of hostility has become a focus of interest
in health psychology because of mounting evidence that high levels of
hostility have adverse implications for health, including coronary heart
disease and mortality in both middle-aged and older adults. Although
there are numerous definition of hostility, for present purposes we will
define it as a negative orientation toward others that has cognitive, affective, and behavioral manifestations. The cognitive aspect of hostility
is composed of negative beliefs about others, often described as cynicism
and mistrust. The affective component includes emotions such as anger
and disgust. The behavioral manifestations of hostility include various
forms of antagonistic behavior, some of which can be expressed quite
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subtly. Operationally, hostility has been measured with a wide variety of
instruments that are often poorly intercorrelated, probably because they
are assessing different aspects of the construct. Therefore, a complete understanding of hostility and the reasons for its impact on health requires
multi ple measures chosen to assess a broad spectrum of the phenomena. The present study uses this strategy to better understand age differences in hostility among older adults.

Vocabulary
multifaceted  ìíîãîãðàííûé
battery  çä. íàáîð, ðÿä
comprehensiveness  êîìïëåêñíîñòü, âñåîõâàòíîñòü
curvilinear  çä. ñëîæíûé, íåëèíåéíûé, êðèâîëèíåéíûé
have adverse implications  íåãàòèâíî âëèÿòü

hostility  âðàæäåáíîñòü, îò÷óæäåííîñòü
manifestation  ïðîÿâëåíèå
subtly  ïî÷òè íåçàìåòíî
impact  âëèÿíèå
operationally  íà ïðàêòèêå

7.14. Insomnia complaints
There is a dual problem in addressing the insomnia complaints of
older adults. First, geriatric insomnia is particularly troublesome.
Compared with insomnia in middle-aged persons, it is more common,
more neglected by clinicians, and more refractory. Second, seniors
consume disproportionately large amounts of hypnotic medication and
are more vulnerable to their side effects than younger persons.
Insomnia prevalence in older people often exceeds 25 %, and these
same surveys found a 3050 % higher rate than in younger samples.
Despite its common occurrence, efficient psychological treatments for
geriatric insomnia have been slow to materialize. Our comprehensive
review of psychological interventions for insomnia completed a few years
ago strongly confirmed this conclusion. At that time, the salient literature
contained 57 studies, only 3 of which focused on insomnia in seniors.

Vocabulary
hypnotic medication  ñíîòâîðíûå ïðåïàðàòû
vulnerable  óÿçâèìûé
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prevalence  ïðåîáëàäàíèå
salient  îñíîâíîé, íàèáîëåå
âàæíûé

7.15. Hypnotic usage
Morgan summarized the findings of 23 surveys of prescribed hypnotic usage in older adults. Of those living at home, 1015 % consumed
hypnotics, and this proportion nearly tripled among institutionalized elders.
Compare these rates with the general population where it is found that
2,5 % resort to prescribed hypnotics. At all ages, tolerance to most hypnotics follows regular use, meaning medication therapeutic potency weakens
over time. Eventually, the patient must consume maximum sleep medication dosages to maintain insomnia and avert worsening during withdrawal.
This process has led to the incongruous circumstance of the formal creation of a sleep disorder named after its treatment, hypnotic-dependent
sleep disorder (Diagnostic Classification Steering Committee, 1990).
Though hypnotic medication threatens negative side effects in all age
groups (Institute of Medicine, 1979), the risks are elevated in older
adults, and review panels advise caution in hypnotic treatment of geriatric insomnia (National Institutes of Health Consensus Development
Conference, 1984, 1991).

Vocabulary
summarize  îáîáùàòü
hypnotics  ñíîòâîðíûå ïðåïàðàòû
triple  âûðàñòè â òðè ðàçà
institutionalize  ãîñïèòàëèçèðîâàòü

tolerance  çä. ïðèâûêàíèå
therapeutic potency  ýôôåêòèâíîñòü ëå÷åíèÿ
maintain  çä. ñïðàâëÿòüñÿ ñ ...

7.16. Thinking aloud
Think-aloud protocols are self-reported verbal records of thoughts that
pass through subjects minds while performing cognitive tasks. Self-report methodologies using think-aloud protocols have been an important
means for researchers to investigate the cognitive processing strategies
of adults during problem-solving, decision-making, and judgement tasks.
For example, Charness prompted young and old chess players to think
aloud while choosing the best move. He reported that older adults engaged in more systematic, less redundant searches than their younger,
similarly skilled counterparts. Although age and experience were confounded in their study, Hershey, Walsh, Read and Chulef (1990) relied
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on results from think-aloud protocols and process tracing analysis to
infer that experts, compared with novices, made a financial decision for
a hypothetical young couple more quickly, in fewer steps, and in a more
goal-directed manner. Sinnott (1984) used a think-aloud technique with
older adults to examine their thought processes while solving ill-structured logic problems. She identified three age-related styles: a youthful
style involving intense data gathering, learning, and bottom-up processing; a mature style incorporating data gathering and organization with
bottom-up and top-down processing; and an old style characterized
by little attention to data and top-down processing.

Vocabulary
think-aloud protocols  ìûñëè
âñëóõ
cognitive tasks  çàäàíèÿ íà ïðîâåðêó óìñòâåííûõ ôóíêöèé,
çàäà÷
move  (øàõ.) õîä

redundant  ÷ðåçìåðíûé, èçëèøíèé
data gathering  ïîèñê è ñáîð èíôîðìàöèè
bottom-up  ñíèçó ââåðõ
top-down  ñâåðõó âíèç

7.17. Interindividual differences with age
The assertion that older people are more variable than younger adults
is frequently seen in the literature, sometimes as a sort of axiomatic truth.
Comments regarding increasing differentiation, or interindividual differences with age, occur in gerontology texts, in published proceedings
of gerontological seminars, in various chapters in the most recent Handbook of the Psychology of Aging and in the primary literature, where
they are generally presented with qualifications and with greater attention to the sources and importance of the differences. Bornstein and
Smircina (1982) noted, however, that support for the assertion that
increasing variability accompanies increasing age is not always evident
in published reports and that variance differences are often not statistically tested. They called for examination of the phenomenon, and this
study attempts to contribute to that examination.
There are numerous reasons why increasing differences among individuals might arise, including the following: the combined effects of
individuals unique experiences over more years would produce increasing differences among them; genetically based differences would have
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more time to be expressed and to cause individuals to diverge; and older
people, somewhat freer of social constraints, would be more likely to
choose their own courses of action.

Vocabulary
interindividual differences with
age  îòëè÷èÿ ìåæäó ëþäüìè
â çàâèñèìîñòè îò âîçðàñòà

published proceedings  îïóáëèêîâàííûå ìàòåðèàëû

7.18. The impact of thinking aloud
on decision-making performance
Although early studies on the decision-making performance of younger adults support the validity and reliability of think-aloud protocols, more
recent studies document the specific impact of thinking aloud on decisionmaking performance. Fidler (1983) reported that thinking aloud did not
affect decision outcomes or type or amount of information requested;
however, he also found that significantly more time was spent making
verbalized as opposed to silent decisions. More recently, Russo, Johnson,
and Stephens (1989) reported that thinking aloud affected accuracy and
response time in simple addition and gambling choice tasks. Thinking
aloud may also alter choices by creating memory differences that influence subsequent decision-making outcomes. Because the completeness of
subjects verbalizations depends on conscious processing of information in
local attention. Ericson and Simon (1984) suggested that college-age subjects under heavy cognitive loads may limit their verbalizations.

Vocabulary
validity  äåéñòâèòåëüíîñòü, îáîñíîâàííîñòü, âàëèäíîñòü
think-aloud protocols  ìûñëè
âñëóõ
document (v)  äîêóìåíòàëüíî
çàâåðèòü
affect (v)  (íåãàòèâíî) âëèÿòü íà
simple addition tasks  çàäà÷è íà
ïðîñòîå àðèôìåòè÷åñêîå ñëîæåíèå

gambling choice tasks  çàäà÷è íà
âûáîð õîäà (êàðòû) â àçàðòíîé èãðå
subsequent  ïîñëåäóþùèé
verbalization  ñëîâåñíîå îôîðìëåíèå
under heavy cognitive loads  ïðè
óñëîâèè áîëüøîé óìñòâåííîé íàãðóçêè
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7.19. Word-finding problems
Word-finding problems have also been reported in picture description
tasks. Obler and Albert (1981) found an age-related increase in the use
of indefinite terms, vague references, and circumlocutions when participants were describing a picture from the Boston Diagnostic Aphasia Exam.
More recently, Cooper (1990) found a trend toward an age-related increase in the use of indefinite wording when participants were asked to
describe three different pictures. It is not clear in either study, however, whether the use of indefinite wording was directly related to a wordfinding deficit per se. It may be that older adults simply had perceptual
problems that affected their identification of the objects in the picture. Nor
is it clear from any of these reports whether the word retrieval problems
experienced by older adults were associated with specific words, specific
situations, or both.
Despite some interpretive problems, the literature generally is consistent with the idea that older adults have more difficulty finding words
in discourse situations than do younger adults.

Vocabulary
word-finding problems  ïðîáëåìû ñ ïîäáîðîì ñëîâ
indefinite terms  çä. íåêîíêðåòíûå ïîíÿòèÿ
vague references  íå÷åòêèå, íåêîíêðåòíûå ññûëêè, òîëêîâàíèÿ
circumlocutions  ïåðåôðàçèðîâàíèå

trend  òåíäåíöèÿ
per se (lat.)  ñàì ïî ñåáå, ïî
ñóùåñòâó, êàê òàêîâîé
perceptual problems  ïðîáëåìû
âîñïðèÿòèÿ
affect  íåãàòèâíî âëèÿòü
word retrieval problems  ïðîáëåìû ñ ïîèñêîì ñëîâ

7.20. What is social Psychology?
1. According to a classic definition by Gordon Allport, social psychology represents an attempt to understand how the thought, feeling,
and behavior of individuals are influenced by the actual, imagined,
or implied presence of others. The core of this definition is that:
a) social psychology represents an attempt to understand social behavior;
b) social psychology studies social influences on behavior;
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c) social psychology studies thought, feeling, and behavior;
d) social psychology is interested in the imagined or implied as well
as real presence of others.
2. The topics of obedience, conformity, and persuasion are central
topics in social psychology because:
a) they all deal with dramatic forms of social behavior;
b) they all deal with negative social behaviors;
c) they all deal with varieties of social influence;
d) they all deal with nonsocial influences on social behaviors.
3. Social psychologists study not only ______ but also ______.
a) group-level explanations; individual-level explanations;
b) mediating variables; group-level explanations;
c) biological evolution; social classes and strata;
d) social influences on behavior; nonsocial influences on social be
havior.
4. An anthropologist studies differences in aggressive behaviors in two
tribes in New Guinea. She explains these differences in terms of the
different cultures of the two tribes. Thus she accounts for differences
in aggressiveness in terms of:
a) group-level explanations;
b) individual-level explanations;
c) mediating variables;
d) the self.
5. In the mid-1980s the United States reported 8.5 homicides per
100,000 people, Canada reported 2.3, and Great Britain reported
only .7. According to the text, these difference were likely due to:
a) different racial groups in the three countries;
b) cultural and sociological factors;
c) biological factors;
d) different personality characteristics in the three groups.
6. If individuals unique heredity and physiology are used to explain his
or her level of aggressiveness, this would constitute what kind of
explanation?
a) a group-level explanation;
b) an individual-level explanation;
c) mediating variables;
d) the self.
307

7. Physiological factors may help explain the observed fact that:
a) the Arapesh tribe of New Guinea is more peaceful than the Mun
dugumor tribe;
b) the United States has a much higher homicide rate than Great
Britain;
c) males are on average more aggressive than females;
d) in the Soviet Union Azerbaijans are hostile toward Armenians.
8. Social psychologists have intensively studied the role of television in
fostering aggressive behavior. Viewing media violence would constitute
what kind of explanation of aggressive behavior?
a) a group-level explanation;
b) an individual-level explanation;
c) a mediating variable;
d) the self.
9. Two kinds of explanatory variables studied intensively by social psychologists are:
a) culture and biological evolution;
b) personality traits and intelligence;
c) physiology and heredity;
d) the current social setting and attitudes.
10.Many topics central to social psychology deal with the influence of
______ on individuals social behavior:
a) current situational pressures;
b) biological groups;
c) cultural groups;
d) heredity and physiology.
11.Research on conformity, persuasion, and group decision-making
all focus on:
a) cultural influences on social behavior;
b) heredity and physiology;
c) the effects of personality traits on behavior;
d) the influences of current situational pressures.
12.Beliefs and attitudes, personality traits, and intelligence
all are:
a) group-level explanations;
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b) individual-level explanations;
c) mediating variables;
d) feedback processes of the self.
13.Among the most studied mediating variables in social psychology
are:
a) instincts;
b) intelligence and abilities;
c) beliefs and attitudes;
d) drives.
14._______ are evaluative responses directed at people or things.
a) Beliefs;
b) Attitudes;
c) Emotions;
d) Schemas.
15._______ comprise the cognitive information people hold about
various people and things.
a) Beliefs;
b) Attitudes;
c) Emotions;
d) Schemas.
16.A(n) ______ is a kind of mental model or theory that people hold;
it contains the information we have about social groups and social
settings.
a) belief;
b) attitude;
c) emotion;
d) schema.
17.______ are transient states of arousal and cognition that motivate
and direct behavior, particularly in novel situations demanding
quick action.
a) beliefs;
b) attitudes;
c) emotions;
d) schemas.
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18.______ are stable dispositions that influence broad domains of
behavior.
a) Beliefs;
b) Emotions;
c) Personality traits;
d) Schemas.
19.Which of the following personality traits have been studied by social
psychologists?
a) locus-of-control;
b) authoritarianism;
c) self-monitoring;
d) all of the above.
20.Locus-of-control, authoritarianism, and self-monitoring are all
______ that have been studied intensively by social psychologists.
a) beliefs;
c) attitudes;
d) personality traits;
e) schemas.
21.The personality traits most studied by social psychologists are those.
a) affecting interpersonal relations and social behaviors;
b) dealing with the self;
c) derived from Freudian psychology;
d) that have biological causes.
22.The thoughts, feelings, and behaviors of greatest interest to social
psychologists are _________ thoughts, feelings, and behaviors.
a) social;
b) aggressive;
c) emotional;
d) self-directed.
23.The observable behaviors of greatest interest to social psychologists
are:
a) aggressive behaviors;
b) cognitive behaviors;
c) social behaviors;
d) emotional behaviors.
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24.According to the levels of explanation, the self comprises:
a) our current thoughts, feelings, and behavior;
b) mediating variables such as beliefs and attitudes;
c) feedback processes;
d) all of the above.
25.Williams James described the self as having two aspects. They
are:
a) self-esteem and self-consciousness;
b) beliefs and personality traits;
c) mediating variables and feedback processes;
d) the me and the I.
26.Suppose you feel about to explode because of frustrations at work,
and as a result you decide to take a weeks vacation to unwind. In
other words, you decide to change your environment in order to
avoid an outburst of aggression. This decision process would illustrate:
a) group-level explanations;
b) individual-level explanations;
c) mediating variables;
d) the feedback processes of the self.
27.You are a new freshman, and you receive Cs on the first three
tests you take in your first-semester classes. You decide that the
environment in the dorms is too distracting, and you therefore
study in the library for your next three tests. You then receive
As. Your decision to change your environment in order to
improve your grades illustrates:
a) group-level explanations;
b) individual-level explanations;
c) mediating variables;
d) the feedback processes of the self.
28.Why is the self studied in social psychology?
a) because there are important links between the self and social be
havior;
b) because the self often develops from social feedback;
c) because we present different images of ourself to different social
groups;
d) all of the above.
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29. Social psychology differs from other related fields such as sociology, anthropology, and economics in that:
a) it has its own preferred set of theoretical explanations;
b) it tends to focus on the individual as its unit of analysis;
c) it tends to prefer certain kinds of research methods, such as con
trolled experiments;
d) all of the above.
30. The classical anthropologist is more likely to employ ______,
whereas the social psychologist is more likely to employ ______.
a) individual-level explanations; group-level explanations;
b) naturalistic observation; controlled experimentation;
c) cognitive information-processing theories; learning theories;
d) all the above.
31. Which of the following is not one of the main functions of social
psychological theories?
a) to rule out explanations of behavior;
b) to organize empirical findings;
c) to focus and direct research;
d) to explain and predict social behavior.
32. Research on attraction shows that people tend to like others more
when they hold similar attitudes, that people are more likely to be
friends with people who live nearby, and that people tend to like
attractive people more than unattractive people. Learning theories
help explain these findings. Thus in this case learning theories
serve which of the following main functions?
a) to explain and predict social behavior;
b) to help organize empirical findings;
c) to focus and direct research;
d) to disprove other theories.
33. Which of the following is not one of four main theoretical perspectives in social psychology?
a) developmental theories;
b) cognitive consistency theories;
c) attribution and cognitive information-processing theories;
d) exchange and equity theories.
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34.Which of the following describe characteristics of the disci pline of
social psychology?
a) It tends to focus on situational variables and on certain mediating variables such as beliefs and attitudes;
b) Social psychologists often prefer experimental studies, but they
also frequently conduct correlational studies;
c) Social psychology comprises several varieties of applied research;
d) All of the above.
35. Except for some _____ all of the following theoretical perspectives
in social psychology emphasize internal cognitive processes.
a) learning theories;
b) cognitive consistency theories;
c) attribution and information-processing theories;
d) equity and exchange theories.
36. ______ are in a sense content free, and they describe basic
processes that occur in all people (and in animals); they apply to
many different kinds of social behavior.
a) Learning theories;
b) Cognitive consistency theories;
c) Attribution and information-processing theories;
d) Equity and exchange theories.
37.Perhaps friendshi p and interpersonal attraction are partly a matter
of operant conditioningfor example, we like and seek out people
who are rewarding, and we dislike and avoid people who are punishing. This hypothesis would be consistent with which of the following theoretical approaches?
a) learning theories;
b) cognitive consistency theories;
c) attribution and information-processing theories;
d) equity and exchange theories.
Keys:

(1) 1a, 2b, 3c, 4c, 5b, 6a, 7d, 8d, 9d,
(2) 1b, 2c, 3d, 4a, 5b, 6b, 7c, 8b, 9d,
16d, 17c, 18c, 19d, 20d, 21a, 22a,
29d, 30b, 31a, 32b, 33a, 34d, 35a,

10b, 11a.
10a, 11d, 12b, 13c, 14b, 15a,
23c, 24d, 25d, 26d, 27d, 28d,
36a, 37a.
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Unit 8

SOCIOLOGY
8.1. Introducing sociology (Ââåäåíèå â ñîöèîëîãèþ).
8.2. The science of sociology (Ñîöèîëîãèÿ êàê íàóêà).
8.3. Dynamics of social behavior (Ñîöèàëüíîå ïîâåäåíèå).
8.4. Socialization (Ñîöèàëèçàöèÿ).
8.5. Social structure (Ñòðóêòóðà îáùåñòâà).
8.6. Deviance and social control (Îòêëîíåíèÿ è ñîöèàëüíûé êîíòðîëü).
8.7. Collective behaviour and social movements (Êîëëåêòèâíîå
ïîâåäåíèå è îáùåñòâåííîå äâèæåíèå).
8.8. Social inequality. Social stratification (Ñîöèàëüíîå íåðàâåíñòâî.
Ðàçäåëåíèå îáùåñòâà íà êëàññû).
8.9. The changing shape of society (Èçìåíåíèÿ â ñîâðåìåííîì
îáùåñòâå).
8.10. The family (Ñåìüÿ).
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8.1. Introducing sociology
Sociology is a young science, still carving a place in universities and in
the minds of the public. Our ideas are fresh, our researchers are energetic, and the future looks quite bright (DAntonio, Howery, and Buff,
1989).
Sociology is the study of the groups and societies we build and how
these affect our behavior. It is one of the family of social sciences, which
includes psychology, anthropology, economics, and political science.
Sociology faces the special challenge of explaining «the real world» that
most of us take for granted.
On occasion, sociology is accused of being «nothing more than common sense». In some uses sociology does, indeed, confirm common
sense. But often it does not. Furthermore, sociological analysis reveals
the flaws in our commonsense views of the world. Our perceptions are
often distorted by our previous experience, attitudes, and beliefs, and
our images of reality are strongly influenced by the people around us.
Common sense is itself a social phenomenon.
Much of our information about the world comes from the mass
media. TV newscasts tell us the «who, what, where, and when» of an
event, but rarely the «why». Sociologists seek to understand the underlying social reality: to make connections, to clarify the similarities
between apparently dissimilar and isolated events, to go behind events
to identify social forces, and to put facts into perspective. Analyzing the
media is part of this process.
Sociological imagination is the ability to perceive connections between
the society and times in which we live and our personal biographies.
Sociology contributes to an understanding of todays complex world
by offering fresh ideas, challenging popular myths, identifying social
problems, and designing solutions.

Vocabulary
accuse  îáâèíÿòü
reveal  îáíàðóæèâàòü, îòêðûâàòü
flaw  íåäîñòàòîê, èçúÿí, äåôåêò
perception  ïîíèìàíèå
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distort  èñêàæàòü
seek  èñêàòü
contribute  äåëàòü âêëàä, âíîñèòü
myths  ìèô

1.
1.
2.
3.
4.
5.

Answer the questions.
What is sociology?
What does the family of social sciences include?
What does the sociological analysis reveal?
Where does much of our information about the world come from?
What do sociologists seek to understand?

2.
1.
2.
3.
4.
5.

Continue the sentence.
Sociology contributes to
Sociological imagination is
TV newscasts tell us
Sociology is accused to
Sociology is

8.2. The science of sociology
Like other sciences, sociology is a public enterprise that uses agreedupon procedures for minimizing errors and bias in establishing empirical
generalizations. The role of theory in science is to offer general explanations that lead scientists to pose meaningful questions: the role of
research is to establish facts and test theories.
All sociologists follow certain basic procedures in their research.
Which particular method they employ depends on their interest and
resources. Experiments are most useful in studying limited, clearly
defined questions. They enable a researcher to isolate independent and
dependent variables (usually through the use of control and experimental
groups). But the laboratory setting may produce artificial results.
Surveys enable researchers to gather data on a large population and
to quantify results for comparative purposes. But surveys measure only
what people say they do and think, so the results may be superficial.
The field study allows a researcher to study behavior in its natural
setting and to observe subtleties in attitudes and behavior. But only a small
number of people can be studied by this method, and the researchers
presence may affect what subjects say and do.
Historical studies permit researchers to study rare, unpredictable, and
long-term social phenomena, and to answer questions that depend on
a particular social context. But collecting essential, accurate data may be
difficult.
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There have been three major theoretical orientations in sociology.
Functionalists view society as a cohesive system composed of interrelated
parts. They seek to explain the various parts of a social system in terms
of the consequences (or functions) and to show how different parts are
related to one another. Functionalists emphasize the need for social equilibrium and for consensus among members of a society. The main weakness of functionalism is its tendency to downplay the importance of
power and social change.
Conflict theorists view society as held together not by consensus but
by constraint. They seek to understand who benefits from existing social arrangements and how they maintain their position of power. These
theorists see conflict and change as inevitable (and often desirable)
elements of social life. The main weakness of conflict theory is its
failure to explain social cohesion.
Symbolic interactionists focus on the patterns of everyday behavior,
on the process of social interaction, and on how peoples definition of
a situation shapes their behavior. Symbolic interactions may study shared
expectations, how people interpret their roles in the social drama, linguistic patterns, or unconscious knowledge.
Reexamination of classic works by functionalist and conflict theorists
has led to new interest in the impact of social structure on behavior and
on the role social actors play in creating social structure.
The relationshi p between theory and research is a dynamic one:
Theories stimulate research, and research leads to new or amended theories. The research cycle promotes the continuous revision and rethinking
of sociological findings.

Vocabulary
public enterprise  îáùåñòâåííûé
èíñòèòóò
bias  ïðåäóáåæäåíèå, ïðèñòðàñòèå
generalization  îáîáùåíèå
pose  ïîçà, ñòàâèòü, ñîçäàâàòü
independent variables  íåçàâèñèìûå ïåðåìåííûå
dependent variables  çàâèñèìûå ïåðåìåííûå
artificial  èñêóññòâåííûé, íååñòåñòâåííûé
field study  ïîëåâîå èññëåäîâàíèå
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survey  èññëåäîâàíèå, îáçîð
permit  ðàçðåøàòü
essential  íåîáõîäèìûé
emphasize  ïîä÷åðêèâàòü
equilibrium  ðàâíîâåñèå
constraint  îãðàíè÷åíèå
maintain  ïîääåðæèâàòü
inevitable  íåèçáåæíûé
desirable  æåëàòåëüíûé
definition  îïðåäåëåíèå
impact  âîçäåéñòâèå
amend  ïåðåñìàòðèâàòü

1.
1.
2.
3.
4.
5.
6.
7.

Answer the questions.
What is the role of theory in science?
How do sociologists employ methods in their research?
What are the experiments most useful for?
What do surveys enable researchers to?
What does the field study allow a researcher?
What do historical studies permit researchers to study?
What are the differences between three major theoretical orientations in sociology?

2. Fill in blanks with proper words from the text.
1. The role of theory in science is to offer __ that lead scientists
to pose__: the role of research is to establish__.
2. Experiments are most useful in studying __.
3. Surveys enable researchers to gather data on a __ and to quantify results for__.
4. The field study allows a researcher to study behavior in its __and
to observe subtleties in__.
5. Historical studies permit researchers to study __ social phenomena, and to answer questions that depend on a __ .
3. Say, if it is right that.
1. The role of theory in science is to offer general explanations.
2. Experiments enable a researcher to isolate independent and
dependent variables, but the laboratory setting can not produce
artificial results.
3. Surveys measure only what people do and think, and the results
are superficial.
4. Collecting essential, accurate data may be difficult.
5. Functionalists view society as a cohesive system composed of
interrelated parts.
6. Conflict theorists view society as held together not by consensus
but by constraint.
7. Symbolic interactions may study shared expectations, how people
interpret their roles in the social drama, linguistic patterns, or
unconscious knowledge.
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8.3. Dynamics of social behavior
Because humans adapt to their environments through learning, not
by means of instincts, culture is vital to our species. A peoples culture
is their entire design for living, transmitted from generation to generation through learning. The basic elements of culture are: beliefs (shared
ideas about how the world operates), values (shared standards), norms
(rules for behavior), technology (knowledge and techniques for creating
material objects), symbols (which express or evoke cultural meanings),
and language (shared symbols and rules for combining them in
meaningful ways). Language shapes the way we perceive the world, as
well as the way we communicate our perceptions (the Sapir-Whorf
hypothesis). All cultures have the same basic elements, but the differences
among them can be vast.
A person who enters an unfamiliar cultural setting often experiences
culture shock. One reason for the difficulty people have in adjusting to
other cultures is ethnocentrism, the widespread belief that ones own
culture is vastly superior to all others. The opposite of ethnocentrism is
cultural relativism.
The integration of the varied and complex elements of culture is never
perfect, so usually there is a gap between a peoples ideal culture and
their real culture. Real culture consists of patterned evasions of the ideal
cultures norms, evasions that are accepted by most members of society.
A subculture is a set of understandings and behaviors that distinguishes
members of a regional, occupational, ethnic, or other groups from other
members of society.
Functionalists see culture as maintaining the social system and meeting
basic human needs. A branch of functionalism, cultural ecology, sees
beliefs and practices as adaptations to the physical environment. Conflict theorists may view culture as serving the needs of the elite, or as
a basis for revolutionary change. Some sociologists emphasize the
power of culture over our thoughts and behavior; others emphasize the
role we play in maintaining or changing culture. But most agree that we
are both the products and producers of our culture.
No culture is static. Major shifts in cultural patterns may be caused
by changes in the natural environment, contact with other cultures, or
discovery and invention. A cultural lag may occur when adjustment to
change is difficult.
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Vocabulary
vital  æèçíåííûé, íàñóùíûé
entire  âåñü
transmit  ïåðåäàâàòü
evoke  âûçûâàòü
perceive  îñîçíàâàòü
vast  îáøèðíûé, ãðîìàäíûé

1.
1.
2.
3.
4.
5.

adjust  ïðèñïîñàáëèâàòü
evasions  óêëîíåíèå
shift  ïåðåìåíà, ñäâèã
cultural lag  çàäåðæêà êóëüòóðíîãî
ðàçâèòèÿ

Answer the questions.
What are the basic elements of culture?
When does a person experience culture shock?
What is a subculture?
How do functionalists see culture?
How do conflict theorists see culture?

2. Complete sentences using the verbs from the text.
1. Language __ the way we __ the world.
2. All cultures __ the same basic elements, but the differences
among them can be vast.
3. Real culture __ of patterned evasions of the ideal cultures norms.
4. Most sociologists __ that we __ both the products and producers of our culture.
5. A person who __ an unfamiliar cultural setting often __ culture
shock.
3. Say, if it is right that.
1. A peoples culture isnt their entire design for living, transmitted from generation to generation through learning.
2. Language consists of shared symbols and rules for combining
them in meaningful ways.
3. Ethnocentrism is the widespread belief that ones own culture is
vastly superior to all others.
4. The opposite of ethnocentrism is egocentrism.
5. Functionalists see culture as serving the needs of the elite, or as
a basis for revolutionary change.
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8.4. Socialization
Our identities, understandings, and behavior are shaped by the lifelong process of socialization.
For many years social scientists were divided into two camps: those
who believed that our behavior is the product of nature (or genes), and
those who saw our behavior as determined by nurture (or socialization).
Today nearly all agree that nature and nurture interact. We must learn
to be human and that what we learn depends on our cultural
environment.
Freud saw socialization as a struggle between a willful, pleasure-seeking
child and parents intent on proper behavior. Personality develops in
stages, and consists of three parts: the id, the ego, and the superego. To
some degree individuals are always at war with society, and with themselves.
Cooley and G. H. Mead stressed the role of symbolic interaction in
the development of the self. Cooley introduced the concept of the lookingglass self. Mead held that children learn to take the role of the other
in the play stage, and that they develop a generalized other in the game
stage. The socialized «me» continues to provide direction for the spontaneous, impulsive «I».
Major agents of socialization include the family (which lays the foundation), peers (who introduce children to egalitarian relationshi ps),
school (which teaches children how to function in an impersonal
organization), and television (which exposes children to a variety of
messages, and perhaps creates a worldwide culture).
Socialization continues throughout the life cycle. Erikson held that
the major issue for adolescents is the development of an identity. Current research indicates this does not necessarily involve storm and stress
or alienation from parents. The timing of transitions to adulthood  a
full-time job, independent residence, marriage, and parenthood  has
become increasingly variable. Adulthood itself has changed. Fewer adults
can plan to make lifelong commitments to an occupation or job, or to
a single marriage and family. Whether role changes in adulthood are
stressful depends on expectations and social supports. The social meaning
of «old age» has also changed, as more people are healthy and active
beyond retirement.
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Vocabulary
identitó  ëè÷íîñòü, ñàìîñîçíàíèå
nurture  âîñïèòûâàòü, ðàñòèòü
willful  ñâîåíðàâíûé, óìûøëåííûé
intent  ñîñðåäîòî÷åííûé
peer  ðîâåñíèê, ðîâíÿ

egalitarian  ðàâíîïðàâíûé
issue  âîïðîñ, ïðîáëåìà
adolescent  ïîäðîñòîê
commitment  ïðåäàííîñòü, îáÿçàòåëüñòâî

1.
1.
2.
3.
4.
5.

Answer the questions.
How were social scientists divided?
How did Freud see socialization?
How does personality develop?
What do the major agents of socialization include?
How long does socialization continue?

2.
1.
2.
3.
4.
5.
6.
7.

Continue the sentences.
Our identities, understandings, and behavior are shaped by __.
What we learn depends on __ .
Freud saw socialization as __ .
Cooley introduced the concept of __ .
Mead held that __ .
Major agents of socialization include __ .
Erikson held that __ .

8.5. Social structure
Social structure refers to the regular, predictable, enduring patterns
that organize everyday interaction, social relationships, societies, and
relations among societies.
Symbolic interactionists have focused on the patterns of everyday
interaction; on how people arrive at a shared definition of a situation,
what strategies they use in the presentation of self, and the underlying
norms of reciprocity.
The structure of social relationships derives from shared assumptions
about statuses (positions in society) and roles (cultural scripts for different
positions). Members of a society are connected to one another not only
through role sets but also through networks (webs of social contacts).
Whereas participants in a network may have little in common, members
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of a group interact regularly and feel a common identity. Some groups
are primary (small and intimate), some secondary (cool and instrumental). Roles, networks, and groups are the basic building blocks of
social structure.
The structure of society derives in part from population characteristics. In societies with small, homogeneous populations, social solidarity is based on similarity; in societies with large, heterogeneous populations, social solidarity depends on intergroup contacts and overlapping networks. Social institutions are the backbone of society. Each of
the major institutionsthe family, politics, economics, education, and
religionfills a specific need, but all are interrelated.
Relations among societies have changed over the course of human
history. The evolutionary perspective traces the emergence of different
types of societies (hunter-gatherers, horticultural villages, agrarian states,
and industrial nations) to the impact of new technologies on social structure. The world system approach focuses on the economic links among
noncommunist nations, and their social consequences.

Vocabulary
endurå  ïåðåíîñèòü, âûñòîÿòü
reciprocity  âçàèìíîñòü, âçàèìîäåéñòâèå
assumption  ïðåäïîëîæåíèå, ïðèíÿòèå íà ñåáÿ

1.
1.
2.
3.
4.
5.

overlap  ÷àñòè÷íî ñîâïàäàòü
backbone  ïîçâîíî÷íèê
derive  èçâëåêàòü, ïîëó÷àòü

Answer the questions.
What does social culture refer to?
What have symbolic interactionists focused on?
What does the structure of social relationships derive from?
How do members of a group interact?
How does the structure of society derive from population characteristics?

2. Correct the mistakes in these sentences.
1. Symbolic interactionists have not focused on the patterns of
everyday interaction.
2. Members of a society are connected to one another only through
role sets.
3. Roles, networks, and groups are the basic building blocks of life.
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4. In societies with large, heterogeneous populations, social solidarity
does not depend on intergroup contacts and overlapping networks.
5. The evolutionary perspective traces the emergence of one society.

8.6. Deviance and social control
Deviance is a matter of social definition. What is considered deviant
varies not only from culture to culture, but also according to the actor,
the situation, and the audience. Social control the prevention and
correction of deviancedepends on both formal and informal social
controls.
Whereas psychological theories of deviance focus on the reasons particular individuals commit particular deviant acts, sociological theories
emphasize the social conditions that allow or even encourage deviant
behavior. Four theories of deviance are offered. The first emphasizes a
break in the ties that bind individuals to society; the second, the ways
in which social structure produces deviance; the third, the cultural
transmission of deviant behavior and attitudes; the fourth, the consequences
of labeling certain behavior and people as deviant.
A crime is a violation of the law (and may or may not be considered
deviant by most members of a society). There are four basic types of
crime: «common» (violent and property) crime, white-collar crime,
organized crime, and crimes without victims. Although the public tends
to focus on «common crime,» white-collar crime and victimless crime,
both often connected to organized crime, cost the nation much more,
in terms of lives as well as dollars.
Analysis of the criminal justice system in the United States reveals
that formal social controls operate in a selective way. Only about 50 percent of the crimes committed are reported to the police, and at each
stage of the criminal justice process (arrest, trial, punishment) significantly fewer cases remain. Only a fraction of the people who commit
crimes are ever imprisoned.

Vocabulary
deviance  îòêëîíåíèå
prevention  ïðåäîòâðàùåíèå
emphasize  ïîä÷åðêèâàòü

bind  ñâÿçûâàòü, ïðèâÿçûâàòü
violation  íàðóøåíèå
fraction  ÷àñòü, ÷àñòèöà
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1.
1.
2.
3.
4.
5.
6.
7.

Answer the questions.
How does deviant vary?
What is social control?
What do psychological theories of deviance focus on?
What do sociological theories emphasize?
Which theories of deviance are offered?
Which basic types of crime are there?
How do formal social controls operate?

2.
1.
2.
3.
4.
5.
6.
7.

Fill in the blanks with proper words from the text.
__ is a matter of social definition.
__ depends on both formal and informal social controls.
__ theories of deviance are offered.
__ is a violation of the law.
There are four basic types of __ .
Only __ of the crimes committed are reported to the police.
Only __ who commit crimes are ever imprisoned.

8.7. Collective behaviour and social movements
There are two sociological approaches to the study of collective
behavior. Functionalists see mass departures from convention as a short
circuit in the social system, and emphasize the spontaneous and
emotional aspects of all collective behavior. Collective action theorists
emphasize the real grievances, rational choices, and organization
underlying social movements and revolutions in particular.
Smelsers functionalist theory holds that six preconditions must be
met before people engage in collective behavior: structural conduciveness,
structural strain, the emergence of a generalized belief about a source of
threat, a preci pitating incident, mobilization of partici pants for action,
and a breakdown of social control.
Riots are of particular interest to students of collective behavior. Popular theories of the 1960s ghetto uprisings emphasized characteristics of
the rioters (which were later disproved). Sociological theories emphasize
group dynamics (the development of emergent norms) and changing
social conditions (especially rising expectations and relative deprivation).
A social movement differs from other forms of collective behavior
in three ways: it is longer lasting, more purposeful and goal-oriented,
and more structured. Collective action theory begins with the assumption that injustices are built into every social system and collective
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action is an ongoing feature of social life. According to Tilly, the development of a social movement depends on collective interests, preexisting
and/or new organizations, the mobilization of a variety of resources, and
above all, opportunity. The mobilization of people with disabilities illustrates the importance of organization and rising expectations. In some
cases social movements result in social change, but in others they may
delay change by scoring symbolic victories or by mobilizing opposition.
Revolutionary change calls attention to historical biases, which
exist in all theories.
convention  óñëîâíîñòü
circuit  öåïü, òóðíå
grievance  æàëîáà
precondition  ïðåäïîñûëêà
conduciveness  ïðîâîäèìîñòü
strain  íàïðÿæåíèå, ðàñòÿæåíèå, íàãðóçêà

Vocabulary

threat  óãðîçà
riot  áåñïîðÿäêè, áåñ÷èíñòâà
uprising  âîññòàíèå
deprivation  íóæäà
injustice  íåñïðàâåäëèâîñòü

1. Answer the questions.
1. Which sociological approaches to the study of collective behavior
are there?
2. Which preconditions must be met before people engage in collective behavior?
3. How does a social movement differ from other forms of collective behavior?
4. What does the development of a social movement depend on?
6. What do social movements result in?
2. Say, if it is right that.
1. There are four sociological approaches to the study of collective
behavior.
2. Collective action theorists emphasize the spontaneous and
emotional aspects of all collective behavior.
3. Smelsers functionalist theory holds that six preconditions must be
met before people engage in collective behavior.
4. Riots are not of particular interest to students of collective behavior.
5. A social movement differs from other forms of collective behavior in five ways.
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3. Choose the correct form.
1. Functionalists see / sees mass departures from convention as a short
circuit in the social system.
2. Collective action theorists emphasized / emphasize the real grievances, rational choices, and organization underlying social
movements and revolutions in particular.
3. Six preconditions must to be / be met before people engage in collective behavior.
4. A social movement differs / different from other forms of collective behavior.
5. Historical biases exist / are existing in all theories.

8.8. Social inequality. social stratification
A system of social stratification exists when social inequalities are
institutionalized so that society is divided into layers or social classes
whose occupants do not have equal access to social opportunities and
rewards.
Most sociologists, for example, divide American society into six social
classes. At one extreme is the upper class, which controls a major share
of the nations wealth. At the opposite extreme, more than 32 million
Americans live below the federal poverty line, including many urbanites,
women, children, and minority members. The black urban underclass
is a recent phenomenon, brought about by the deindustrialization of cities
and the combination of economic and racial segregation within cities.
The consequences of poverty include shorter life spans and generally
poor health, as well as greater vulnerability to economic swings.
The degree of social mobility varies from one society to another. In
a closed system, like Indias caste system, opportunities for upward
mobility are almost nonexistent. In an open system, like the U. S. class
system, equal opportunity for all is held as an ideal. In practice, however, social mobility is limited by such factors as race and sex. Upward
mobility usually takes the form of small steps up the social ladder, not
giant leaps «from rags to riches»  structural mobility, rather than
individual success stories.
Why is social stratification so pervasive? Marx and Weber were
pioneers in the analysis of social stratification. Marx emphasized the
relations of production, and saw society as divided into opposing camps
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of haves and have-nots. Weber argued that there are many gradations in
a society and that power and prestige (or social esteem) can be as important as wealth in determining social positions. Functionalists maintain that society needs a system of unequal rewards to ensure that qualified people will fill important but demanding positions. Evolutionary
theorists link stratification to technology. In the past, technological
advances led to increases in social stratification, but this pattern has
begun to reverse in modern industrial societies.
Recent history has produced a global system of stratification, dividing the world into rich and poor nations.

ysocial stratification  ðàçäåëåíèå
îáùåñòâà
extreme  êðàéíîñòü
poverty line  ÷åðòà áåäíîñòè
segregation  îòäåëåíèå, èçîëÿöèÿ
vulnerability  ïîäâåðæåííîñòü,
óÿçâèìîñòü

Vocabulary

span  ïðîìåæóòîê
upward  íàïðàâëåííûé ââåðõ,
äâèæóùèéñÿ ââåðõ
pervasive  âñåîõâàòûâàþùèé
esteem  óâàæåíèå, óâàæàòü
pattern  ìîäåëü, îáðàçåö
reverse  äàâàòü çàäíèé õîä

1. Answer the questions.
1. When does a system of social stratification exist?
2. Most sociologists divide American society into six social classes,
don¢ they?
3. How does the degree of social mobility vary?
4. How did Marx see society?
5. What did Weber argue?
6. What do functionalists maintain?
7. What do evolutionary theorists link stratification to?
2. Correct the sentences.
1. ocial classes occupants have equal access to social opportunities.
2. More than 32 million Americans live above the federal poverty
line.
3. The white urban underclass is a recent phenomenon.
4. Equal opportunity for all is held as the least ideal.
5. Ancient history has produced a global system of stratification,
dividing the world into rich and poor nations.
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8. 9. The changing shape of society
Reliance on formal organizations is one of the defining features of
modern society. Factors that distinguish formal organizations from other
groups include: explicit social structure, limited partici pation of members, emphasis on goals, dependence on technology, and relations with
the environment.
Weber held that bureaucracy is a superior form of organization for
large-scale tasks. His model or ideal type emphasized: a clear-cut division
of labor, a clearly defined hierarchy authority, formal rules and regulations, impersonality and a clear line between the public and private
spheres.
In reality, bureaucratic organizations have both a formal and an
informal structure. Power tends to be concentrated at the top (Michelss
Iron Law of Oligarchy). The disfunctions of bureaucracy include routinization, trained incapacity, depersonalization, vested interests, and a
built-in tendency toward growth (as in Parkinsons Law).
Prominent alternatives to bureaucratic organization are collegial
associations (in which all qualified members are seen as equals), the
Japanese corporation (which offers lifetime employment, emphasizes
collective performance and exhibits holistic concern for employees)
and collectivist organizations (which are explicitly antibureaucratic).
Organizations influence, and are influenced by, their environment.
Organizational ecologists have revealed the importance of social networks
in the founding of organizations and the impact of social forces on the
birth and death rates of organizations. Kodak and Apple illustrated two
organizational extremes: the giant, entrenched bureaucracy and small,
flexible innovator, respectively. In the early 1980s neither was very well
adapted to a constantly changing environment. Two models for the
future are flexible specialization (a craft model of production) and the
post-entrepreneurial corporation (which combines elements of the small
entrepreneurial and older, larger bureaucratic corporation).

Vocabulary
reliance  çàâèñèìîñòü
explicit  ÿâíûé, îòêðîâåííûé
vested interests  ëè÷íàÿ çàèíòåðåñîâàííîñòü
holistic ñoncern  ïîëíîå îáåñïå÷åíèå
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reveal  îáíàðóæèâàòü, îòêðûâàòü
entrench  óêðåïëÿòü(ñÿ)
craft  ìàñòåðñòâî, ðåìåñëî

1. Answer the questions.
1. What do factors that distinguish formal organizations from other groups include?
2. What did Weber hold about bureaucracy?
3. What structure do bureaucratic organizations have in reality?
4. What are prominent alternatives to bureaucratic organization?
5. What did Kodak and Apple illustrate?
2. Say, if it is right that.
1. Reliance on formal organizations is one of the defining features
of modern society.
2. Webers model or ideal type emphasized: a clear-cut division of
labor, a clearly defined hierarchy authority, formal rules and
regulations, impersonality and a clear line between the public
and private spheres.
3. Power tends to be concentrated at the bottom.
4. Japanese corporation offers lifetime employment, emphasizes collective performance and exhibits holistic concern for employees.
5. Organizational ecologists have revealed the impact of social forces
on the birth and death rates of organizations.

8.10. The family
Every known society has families. But the structure of the family (the
number of spouses a man or woman may have and household composition) varies from culture to culture, and the functions the family
performs have changed over time.
The changes in the family have not been as radical as many assume.
Both the extended family of the past (several generations in one household) and the isolated nuclear family of the 1950s (a husband, wife, and
their children, living alone with few ties to kin) were largely myths.
Nevertheless, acceptance of alternative family forms is growing. The
numbers of singles, single parents, and couples who decide not to have
children have increased rapidly in recent years. The nuclear family is a
statistical minority today.
Sociological analysis suggests that courtship, marriage, and parenthood are not as romantic as many people would like to believe. Most
people say they marry for love, but research shows that love is highly
selective. Most people marry someone with similar social characteristics
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(the principle of homogamy).Exchange theory portrays courtship as an
exchange of assets and liabilities in which people weigh the costs and
benefits of a potential partner. Although people think of parenthood as a
natural process, research indicates that the role of parents requires
numerous adjustments. With wives working, the daily routine may become more hectic, but there is little evidence that two careers either
harm or improve the quality of family life.
All families do not live happily ever after. Recent surveys have shown
that violence in the family is more common than most people imagine,
at all socioeconomic levels. Intimacy, privacy, cultural support for the
use of force, and socialization all contribute to this social problem.
The divorce rate reached an all-time high in the United States in
1979 and the number of divorces involving children has grown. But the
high rate of remarriage after divorce, and the number of stepfamilies
indicate that people believe as strongly in the institution of marriage as
they ever did.
The challenge for the future is reconciling traditional images of the
family with nontraditional realities.

Vocabulary
spouse  ñóïðóã(à)
hectic  ñóìàòîøíûé, ëèõîðàäî÷courtship  óõàæèâàíèå
íûé
asset  äîñòîèíñòâî
harm  óùåðá, òåëåñíîå ïîâðåæäåviolence  íàñèëèå
íèå
adjustment  ðåãóëèðîâàíèå, àäàï- stepfamiló  ñâîäíàÿ ñåìüÿ
òàöèÿ
reconciling  ïðèìèðåíèå

1.
1.
2.
3.
4.
5.

Answer the questions.
What does the structure of the family include?
What is an isolated nuclear family?
Why do most people say they marry?
What do people think of parenthood?
What have recent surveys shown about the violence in families?

2.
1.
2.
3.

Continue the sentences.
The functions the family performs
The nuclear family is
Exchange theory portrays courtshi p as
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4. Although people think of parenthood as a natural process
5. The challenge for the future is reconciling traditional images of
the family with
3.
1.
2.
3.
4.
5.

Correct the sentences.
Every known society has no families.
The nuclear family is a statistical majority today.
Many people marry someone with different social characteristics.
With wives working, the daily routine may become less hectic.
People dont believe in the institution of marriage.
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Unit 9
Public Relations
(Ñâÿçè ñ îáùåñòâåííîñòüþ)
9.1. What is PR? (×òî òàêîå ïàáëèê ðèëåéøíç?).
9.2. The PR Industry (PR Èíäóñòðèÿ).
9.2.1. PR and marketing (PR è ìàðêåòèíã).
9.2.2. PR and advertising (PR è ðåêëàìà).
9.2.3. A PR consultancy. The best way to choose a PR consultancy
(PR Êîíñóëüòàöèÿ).
9.2.4. What PR consultancies do (×åì çàíèìàþòñÿ PR êîíñóëüòàöèè).
9.2.5. Identifying your communications needs (Îïðåäåëåíèå êîììóíèêàöèîííûõ ïîòðåáíîñòåé).
9.2.6. PR and journalists (PR è æóðíàëèñòû).
9.2.7. The PR industry growth (Ðîñò PR èíäóñòðèè).
9.3. Professional practices (Ïðîôåññèîíàëüíàÿ äåÿòåëüíîñòü).
9.3.1. Job descri ptions for people in PR (Îïèñàíèå ðàáîòû äëÿ
êîíñóëüòàíòîâ PR).
9.3.2. Financial PR consultancies and registration (Ôèíàíñîâûå PR
êîíñóëüòàöèè è ðåãèñòðàöèÿ).
9.4. Training, standards and people (Îáó÷åíèå, íîðìû è ëþäè).
9.4.1. PR people (Ëþäè, çàíèìàþùèåñÿ PR).
9.4.2. PR and gin and tonics and organising parties (PR, äæèíòîíèêè è îðãàíèçàöèÿ âå÷åðèíîê).
9.4.3. Where most of the people in PR come from (Îòêóäà
ïðèõîäÿò ëþäè â PR).
9.4.4. Specialist areas of PR (Ñôåðû, â êîòîðûõ ðàáîòàþò PR ñïåöèàëèñòû).
9.5. PR in practice (PR íà ïðàêòèêå).
9.5.1. The role of Public Relations in the marketing mix (Ðîëü ÐR
â ñîñòàâëÿþùèõ ìàðêåòèíãà).
9.6. Internal communication (Îáùåíèå âíóòðè îðãàíèçàöèè).
9.6.1. Some communication techniques (Íåêîòîðûå ïðèåìû
îáùåíèÿ).
9.7. Community relations (Îáùåñòâåííûå îòíîøåíèÿ).
9.7.1. Why bother? (Çà÷åì áåñïîêîèòüñÿ?).
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9.8. Financial Public Relations (Ôèíàíñîâûå PR).
9.8.1. How to define financial PR (Êàê îïðåäåëèòü ôèíàíñîâûå PR).
9.9. Corporate PR (Êîðïîðàòèâíûå PR).
9.10. In-house or consultancy (Âíóòðåííèé îòäåë èëè âíåøíÿÿ
êîíñóëüòàöèÿ).
9.11. PR and Politics (PR è ïîëèòèêà).
9.12. Central and local government (Öåíòðàëüíîå ïðàâèòåëüñòâî è
ìåñòíûå âëàñòè).
9.12.1. Access (Äîñòóïíîñòü).
9.13. Local government and government relations (Ñâÿçè ñ ìåñòíûìè
âëàñòÿìè è ïðàâèòåëüñòâîì).
9.13.1. Public affairs (Ãîñóäàðñòâåííûå äåëà).
9.13.2. Defining public affairs (Îïðåäåëåíèå ãîñóäàðñòâåííûõ äåë).
9.14. Business to business PR (PR ìåæäó îðãàíèçàöèÿìè).
9.14.1. The customer rules (Ïðàâèëà ïîêóïàòåëÿ).
9.14.2. How do you know it works? (Êàê óçíàòü, ÷òî ñðàáîòàåò?).
9.14.3. The trade press (Òîðãîâàÿ ïðåññà).
9.14.4. Getting it right (Ïðàâèëüíî ñäåëàòü).
9.15. Public Relations for non-commercial organisations (PR äëÿ
íåêîììåð÷åñêèõ îðãàíèçàöèé).
9.16. Sponsorshið (Ñïîíñîðñòâî).
9.17. Environmental Public Relations (PR è çàùèòà îêðóæàþùåé
ñðåäû).
9.18. Conclusion. Looking to the future. (Çàêëþ÷åíèå. Âçãëÿä â áóäóùåå).
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9.1. What is PR?
Public Relations is the name given to the managed process of communication between one group and another.
Public Relations is the method of defining messages and communicating them to targeted audiences in order to influence a desired response.
In its purest form, it has nothing to do with marketing, advertising or «commercialism». It will, however, often promote one groups
endeavours to persuade another group to its point of view  and it will
use a number of different methods, other than (although often alongside) advertising, to achieve this aim.
Persuasion in Public Relations is perfectly justified in a democratic
society, provided it is handled honestly, openly and professionally. All
members of the Public Relations Consultants Association adhere to the
Professional Charter in order to ensure that their clients and outside
bodies (such as the media) act professionally in all respects.
While persuasion in Public Relations may be totally non-commercial (such as in work for charities or as in politics), an industry has
grown up in the last 25 years, the main aim of which is either directly
or indirectly commercial.
While many organisations employ in-house Public Relations executives, most will also at sometime employ a Public Relations consultancy whose role is to advise a client strategically in return for a fee and,
in all probability, to support this by implementing a tactical programme
at additional cost.

åndeavor  ïîïûòêà, ñòàðàíèå,
ñòðåìëåíèå; ïûòàòüñÿ, ïðèëàãàòü óñèëèÿ, ñòàðàòüñÿ.
òo persuade  óáåæäàòü, óãîâàðèâàòü
in-house  îòäåë, âõîäÿùèé â
ñòðóêòóðó îðãàíèçàöèè
fee - ãîíîðàð,âîçíàãðàæäåíèå.
consultancy  âíåøíÿÿ êîíñóëüòàöèÿ (íåçàâèñèìûõ êîíñóëüòàíòîâ)
to advise  êîíñóëüòèðîâàòü, ñîâåòîâàòü, èçâåùàòü, óâåäîìëÿòü,
ñîîáùàòü.

Vocabulary

in return  â îòâåò, â îáìåí íà
to support  ïîääåðæèâàòü, ñîäåéñòâîâàòü, ñïîñîáñòâîâàòü
to achieve  äîñòèãàòü
provided  ïðè óñëîâèè; åñëè òîëüêî; â òîì ñëó÷àå,åñëè.
to justify  oáúÿñíÿòü, ïîäòâåðæäàòü
to handle  îáõîäèòüñÿ, îáðàùàòüñÿ, ðåãóëèðîâàòü
to adhere  ïðèäåðæèâàòüñÿ, îñòàâàòüñÿ âåðíûì
337

to ensure  îáåñïå÷èâàòü,
ãàðàíòèðîâàòü, ðó÷àòüñÿ
in all respects  âî âñåõ îòíîøåíèÿõ

Vocabulary

charity  ìèëîñåðäèå, pl áëàãîòâîðèòåëüíûå îðãàíèçàöèè
additional cost  ä.îïîëíèòåëüíàÿ
ñòîèìîñòü, öåíà

practice

1. Find all the adverbs in the text and translate them.
2. Match the following verbs and adjectives with the adverbs you
have found:
to act....................
to advise.....................
to justify...............
to handle....................
....................non-commercial
....................commercial

9.2. The PR industry
9.2.1. PR and marketing
Most PR firms claim their services are part of the marketing process in helping clients communicate to key groups in order to reach
commercial goals. However, some PR firms, such as political lobbyists
or charity workers, would claim they are more in the business of promoting a cause and developing an understanding.
9.2.2. PR and advertising
While it is true that PR firms and advertising agencies may go
through the same processes in identifying clients key messages at the
planning stages; then the similarity ends. Advertising uses paid-for space
or time in the media to convey a message, while media relations will only
endeavour to inform or persuade journalists that a clients story or message is worth publishing as it will interest his or her readers.
As PR is more than media relations, another way of looking at this
is that PR caters for all the other communications methods, other than
advertising, within a total marketing programme.
Some PR firms and advertising agencies are jointly owned but in every
case, both disciplines will want to co-operate together in serving the client.
Indeed, the most successful marketing programmes are those that
effectively co-ordinate all the disciplines of advertising, PR, sales promotion, design and direct marketing.
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Vocabulary
targeted audience  çàïëàíèðîâàííàÿ, îïðåäåëåííàÿ àóäèòîðèÿ
ñëóøàòåëåé
to influence  âëèÿòü
a desired response  æåëàåìûé îòâåò
key group  ãëàâíàÿ, îñíîâíàÿ
ãðóïïà
to reach  äîñòèãàòü
lobbyist  ëîááèñò (çàâñåãäàòàé
êóëóàðîâ êîíãðåññà, ïàðëàìåíòà, îáðàáàòûâàþùèé åãî ÷ëåíîâ
â ïîëüçó êàêîãî-ëèáî çàêîíîïðîåêòà, æóðíàëèñò, äîáûâàþùèé èíôîðìàöèþ â êóëóàðàõ)
to develop  ðàçâèâàòü, ðàçðàáàòûâàòü

to promote  ïðîäâèãàòü, ñïîñîáñòâîâàòü, ñîäåéñòâîâàòü ðàñïðîñòðàíåíèþ
advertising agencies  ðåêëàìíûå
àãåíòñòâà
to convey  ïåðåäàâàòü, ñîîáùàòü
worth  ñòîÿùèé, çàñëóæèâàþùèé
to cater  îáñëóæèâàòü ïîñåòèòåëÿ,
óãîæäàòü
sales promotion  ñòèìóëèðîâàíèå
ñáûòà
direct marketing  ïðÿìàÿ ïðîäàæà, íåïîñðåäñòâåííûé ñáûò

9.2.3. A PR consultancy.
The best way to choose a PR consultancy
The PR firms in the PRCA membership range from specialists in specific industry areas to broader-based firms who can call on wide expertise.
The PRCA Yearbook gives precise details of all members, including
their specific expertise and current clients. This information is also available on a computer database through the PRCA Referral Service. Simply contact the PRCA for an application questionnaire and you will
receive a free print-out of all consultancies matching your criteria.
The advantages of employing an external PR consultancy as opposed
to setting up an in-house department or doing it yourself include:
• access to a wider range of experience, talents, contacts and expertise;
• higher calibre executives for similar or lower outlay (as overheads
are shared among consultancies clients);
• easier and more flexible budgeting;
• a PR programme can be varied according to client and market
demands, since consultancies are more flexible than in-house departments;
• ease of communication, as target media deal with consultancies on
a day-to-day basis and contacts are therefore stronger;
• unique ability to handle special projects and peak loads;
• removal of burden of responsibility for communication from those
within the client organisation who have other jobs to do and lack expertise;
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• provision of honest, objective analysis and advice, unencumbered
by internal politics;
• the value of a consultancy as a resource to be developed in conjunction with an established in-house PR department, providing a versatile
extension of facilities and skills;
• Public  in cases of disaster the handling of information dissemination.
9.2.4. What PR consultancies do
It is impossible to provide a comprehensive list of the techniques and
methods used by PR consultancies. They offer a very wide range of skills
and experience and a selection of these would be brought to bear on any
particular assignment.
Consultancy staff are drawn from a variety of sources: from journalism, law, education, industrial psychology, finance, industrial relations, market research, broadcasting, industry and research. Others begin
their careers in PR and are trained within the business. While many specialise in certain fields and others undertake a broad range of activities,
the one basic skill common to all is their ability to communicate effectively. Frankness, integrity and responsibility are also essential requirements for a PRCA consultancy.
Consultancies offer everything from detailed analysis of an organisations communications requirements through advice on all levels to
planning and implementation of communications programmes: liaison
with the media, salesforce support, event management, crisis planning,
lobbying, direct communications (receptions, seminars, exhibitions,
etc), liaison with associations, corporate and in-house publications,
sponsorship management, etc.
Among the areas in which public relations consultancies work are
the following:
Media relations
The backbone of most PR programmes, media relations is a basic element of consultancies day-to-day activity. Among consultancy skills in
this area are:knowing exactly which journals, writers and broadcasters will
be interested in particular items of information; understanding how these
people actually work and what their needs are,fulfilling these needs, raising
the profile of company products, services, personnel, etc.
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Media relations today is a complex subject and the work which consultancies do behind the scenes in terms of, for example, off-therecord briefings, information gathering, creation and maintenance of
contacts, analysis of media comment, etc. is vital to a well managed media
relations programme.
Marketing
This is an area in which PR consultancies have made a major impact
in recent years  indeed some consultancies now prefer to call themselves advisers in marketing communications. While it is accepted that
advertising, both above and below the line, fulfils an important function in creating and sustaining the image of a brand or company, it is
being increasingly recognised that other communications techniques are
often needed to complement this work and develop a more powerful
marketing armoury. One area in which PR practitioners are particularlyeffective is in their use of techniques on a strategic and tactical basis to
communicate with specialised audiences which might be cost-effectively
out of reach of other communications methods.
Financial PR
Apart from disseminating information about the organisations financial affairs to specialists in the buisiness circles, including journalists and
investment analysts, PR consultants offering a financial service can provide valuable advice and assistance in such areas as takeovers, share
floatations, shareholder relations, communication of financial information to employees, etc.
Changes in legislation have compelled companies to take the communication of financial information more seriously and there is an increasing appreciation of the need for skill and creativity in this respect.
The PRCA introduced its own Investor Relations Code of Practice in
1991. Most companies using PR effectively recognise that financial public
relations should be an integral part of  and not separate from  a total corporate communications programme.
Employee relations
Employee relations has become one of the most critical areas in a
companys activities, and the effects of a breakdown in communications
between shop floor and management are all too familiar. While the
public relations industry is still developing its full potential in this area
it has already shown dramatically what can be achieved by a smooth twoway traffic in information, and now has techniques at its disposal which
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enable it to make an important contribution to achieving harmony and
resultant productivity.
Community relations
This is a broad area and incorporates such items as:
• advice on PR policies at local factory, branch or salesroom level
• liaison with local media
• assistance with integrating the company into its local community
(special events, local business affairs, local charity work, work in
the educational field, etc)
• recruitment and retirement programmes
Social issues, such as employment of minority groups, pollution,
rationalisation of workforces, etc, can have marked effects on company operations and call for positive policies adapted to particular local
conditions. Public relations consultants can advise on these and implement
them.
Government relations
This encompasses advice on and liaison with, government departments and officials (at local, national, EEC and international level)
whose policies influence and affect the clients operations. Relations between industry and government have never been more vital, and there
is a need for industry to maintain a well informed, constructive dialogue
with government (which of necessity will mean lobbying MPs ensuring
that they are properly briefed) and government agencies worldwide.
International PR
One important task for many consultancies is that of reporting and
interpreting developments in politics, economic and social affairs for their
clients. This is to ensure that relevant client personnel are kept fully aware
of the development of forces which might affect their operations. This role
of the PR consultant, as a monitor and catalyst, frequently extends.
In addition, there are clients who wish to support their commitment
to export by using a co-ordinated approach to PR, across international
boundaries. This can involve anything from close liaison on the part of
the PR consultancy with BBC External Services to promote a clients
work to a particular country or region, to full-scale co-ordination of PR
work on an international basis. Many consultancies have international
links, partners, principals or subsidiaries overseas which can operate on
behalf of domestic clients.
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Future
As would be expected in a growth industry other areas of involvement are being added, e.g. Issues Management, Crisis Management,
Environmental, Sponsorshi p, etc.
9.2.5. Identifying your communications needs
It is essential to decide in advance the objectives of any PR activity
you wish to have undertaken on your behalf.
Are they:
- improved market penetration?
- better community relations?
- more effective industrial relations?
- liaison with government and its agencies?
- better communications with shareholders and the financial world?
- higher media profile for key personnel?
- alteration of certain specific attitudes?
- increased prestige?
Thus the purpose, content and target audience of the communication need to be established.
In addition, the means of communication between the client and the
consultancy must be agreed - personnel involved, lines of authority,
clearance procedures and so on.
It is also extremely useful if the approximate size of the budget available can be assessed at this stage. Consultancies are often simply given
a set of objectives and asked to create a programme to achieve this, together with an accurate costing. This can waste valuable time and effort,
as PR programmes cost anything from a few thousand pounds to over
500,000, and a consultancy needs to know the kind of budget available
in order to select the most cost-effective techniques to recommend.
Once these criteria have been established, the selection of a consultancy can proceed effectively, as you have an idea of what you want to
achieve, where and when it needs to be done and an idea of how much
you believe you will need to spend and can afford.
9.2.6. PR and journalists
Is PR only about influencing journalists? No. It started that way but
has extended its scope since then to embrace communicating with a
comprehensive range of audiences of which journalists  as opinion
formers  are just one. Others include staff (management and workforce),
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politicians, local and central government, shareholders, local communities, special interest groups, suppliers and distributors.
The PR skill is identifying the messages and relating them to the
chosen audience in order to influence a positive response. Press releases
to journalists are important but only one of many methods. Others can
include organising seminars, presentations and exhibitions, publishing
literature. . . and even one-to-one meetings.
PRs relationshi p with journalism is close, and they rely on each
other professionally a good deal.
PRCA members recognise that unprofessional communications with
the media can lead to frustration. It is the PRCAs aim to ensure that the
correct conduct of our relationship with the mediais maintained at all
times by providing training and education for the staff of the members.
However, like journalists, PR people will only succeed if they develop
and maintain excellent relationshi ps with their contacts.
Some journalists claim to dislike some PR people but this is to be
expected in any close relationshi p. In reality, journalists rely on PR
people as a source of many  if not most - of their «stories».
9.2.7. The PR industry growth
The PR industry, in the form of a network of contacts, has been in
existence at least since the Romans. However, todays industry has grown
because of commercial pressures for companies to get their messages
across in the face of increasing competition from home and abroad.
Companies using PR find it
effective and providing value-for-money, especially
when communicating with
specific audiences such as
employees, shareholders or
local communities.
This cost-effectiveness has stimulated the growth in PR. The levels of
professionalism in the industry have also increased to aid that successful growth.
There has also been a recognition that advertising is most effective
when aimed at customer communications (e.g. product promotions, etc.)
leaving PR to address all the other key audiences, in addition to its
product support role.
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Vocabulary
to acquire  ïðèîáðåòàòü, äîñòèãàòü, îâëàäåâàòü
comprehensive  âñåñòîðîííèé,
èñ÷åðïûâàþùèé, îáñòîÿòåëüíûé
experience  îïûò
call on  âçûâàòü, àïåëëèðîâàòü,
îáðàùàòüñÿ
PRCA  Àññîöèàöèÿ êîíñóëüòàíòîâ
ïî ñâÿçÿì ñ îáùåñòâåííîñòüþ
(ó÷ðåæäåííàÿ â 1969 ã. â Âåëèêîáðèòàíèè)
wide  øèðîêèé, îáøèðíûé, ðàçíîñòîðîííèé
to extend  ðàñïðîñòðàíÿòü, ðàñøèðÿòü, ïðîòÿãèâàòü
to embrace  îõâàòûâàòü, âêëþ÷àòü
local  ìåñòíûé
central government  öåíòðàëüíîå
ïðàâèòåëüñòâî
shareholders  àêöèîíåðû
community  îáùèíà, îáúåäèíåíèå, ñîîáùåñòâî, æèòåëè ìèêðîðàéîíà
supplier  ïîñòàâùèê
distributor  ðàñïðîñòðàíèòåëü,
ïðîäàâåö
to identify  îïîçíàâàòü, óñòàíàâëèâàòü, îòîæäåñòâëÿòü

message  ñîîáùåíèå, ïîñëàíèå
to relate  èìåòü îòíîøåíèå
to recognise  óçíàâàòü, ïðèçíàâàòü, îñîçíàâàòü, îäîáðÿòü
frustration  ðàçî÷àðîâàíèå, ðàññòðîéñòâî, êðóøåíèå
conduct  ïîâåäåíèå, îáðàç
äåéñòâèé
to provide  ñíàáæàòü, îáåñïå÷èâàòü, ïðåäîñòàâëÿòü
to succeed  ïðåóñïåâàòü, äîñòèãàòü öåëè
claim  òðåáîâàíèå, ïðåòåíçèÿ,
óòâåðæäåíèå, çàÿâëåíèå
to expect  îæèäàòü, ðàññ÷èòûâàòü, ïðåäïîëàãàòü
competition  ñîðåâíîâàíèå, ñîñòÿçàíèå, êîíêóðåíöèÿ
value-for-money  âûãîäíîå, ïðèíîñÿùåå äåíüãè
scope  ãðàíèöû, ðàìêè
encumber

çàãðîìîæäàòü,
ìåøàòü, çàòðóäíÿòü
versatile  ìíîãîñòîðîííèé,
ãèáêèé
floatation  îñíîâàíèå ïðåäïðèÿòèÿ
liaison  ïîääåðæêà ñâÿçè,
âçàèìîäåéñòâèå

9.3. Professional practices
9.3.1. Job descriptions for people in PR
When a consultancy presents its credentials, you will normally find
a resume of the executives working on the business. This will often show
the diversity of experience which can be brought to bear on the task in
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hand and which usually requires a selection of disci plines working in
harmony. Some skills will involve journalism, but budgeting /financial,
administration/ planning and research all play their part.
9.3.2. Financial PR consultancies and registration
Members engaged in any aspect of financial PR are required to conform to the PRCA code of investor relations which requires registration
of their compliance and confidentiality policy. This register is logged
with the PRCA, and those registered are required to uphold the code
by designating a senior executive as a compliance officer.

Vocabulary
ñredentials  âåðèòåëüíûå ãðàìîòû,
ðåêîìåíäàöèè
resume  êðàòêèå àíêåòíûå äàííûå, ðåçþìå
diversity  ðàçíîîáðàçèå, ìíîãîîáðàçèå
to require  òðåáîâàòü, íóæäàòüñÿ
to involve  âîâëåêàòü, çàòðàãèâàòü, ïîâëå÷ü çà ñîáîé

skills  óìåíèÿ è íàâûêè, ìàñòåðñòâî, èñêóññòâî
to engage  çàíèìàòü, âîâëåêàòü,
íàíèìàòü
to conform  ñîãëàñîâàòüñÿ, ñîîòâåòñòâîâàòü, ïîä÷èíÿòüñÿ
compliance  ñîãëàñèå, ïîäàòëèâîñòü, óñòóï÷èâîñòü
confidentiality  ñåêðåòíîñòü,
äîâåðèòåëüíîñòü

9.4. Training, standards and people
The industry is well aware of the need to train its people continually. As an industry it spends increasing budgets on training  which
has resulted in the birth of a new PR training industry.
The regular training workshop, an introduction to public relations, offers members the opportunity to ensure that all new recruits
have, at least, a basic understanding of the practices, rules, laws and
basic operation of the industry. This is then supplemented by regular
tuition on particular aspects such as financial PR, print production,
speech writing and so on.
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9.4.1. PR people
PR people have high standards of achievement not only in providing
clients with cost-effective professional services but also in adding value
to their programmes by using both the experience and creative and
innovative solutions.
In addition, the PRCA has embarked on a series of initiatives which
formalise the standards they believe are essential. These include tra
ining schemes, educational papers, codes of conduct and business practice, and the encouragement to share and learn from each others
experience through workshops and business award competitions.
9.4.2. PR and gin and tonics and organising parties
PR is no more about «gin and tonic» than any other industry or profession, although social skills are important when dealing with selected
audiences,including journalists. However, the industry is much more
scientifically led today,
with the latest communications techniques,
computer technology,
on-line databases and
automated media monitoring and analysis processes at our disposal.
PRCA members provide training schemes for their staff to ensure high
qualify and consistent standards using these latest techniques.
Clients expect to see quantifiable returns for their PR investment,
and members work with them to agree objectives and targets before
starting work.
It is worth noting, that the «gin and tonic» label was coined by journalists in the early days of PR when practitioners did rely on wining
and dining their «contacts». As journalists were inevitably on the receiving
end, it is a (false) perception which has tended to stick.
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9.4.3. Where most of the people in PR come from
There are no definitive records kept but many come from the following sources:
- graduates joining PR training schemes
- journalists «crossing the fence»
- marketing executives providing in-house PR
- in-house PR people moving to consultancy
- executives in advertising, marketing
- politicians, management consultants
- all sectors of business, and from other professions including doctors, lawyers, moving to PR.
9.4.4. Specialist areas of PR
Consultancies all offer media relations
as their core «product» but PRCA
members will also provide expertise in
areas such as: investor relations, public
affairs (lobbying), employee/industrial
relations or community relations, crisis
management, problem identification,
product launches, corporate design or
corporate campaigns that project an
organisation as a whole.
In addition, some firms will offer
«central services» such as design,
publishing (e. g. newsheets etc.) video
production, sponsorshi p and events
management.
Others will cater for specialist industry sectors, either in the business to
business or consumer sectors. These
include health & medical, fashion,
high-technology, travel and leisure.
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to uphold  ïîääåðæèâàòü, çàùèùàòü, ïðèäåðæèâàòüñÿ
to designate  íàçíà÷àòü íà äîëæíîñòü
to embark on  ïóñêàòüñÿ âî ÷òîëèáî, ïðèáåãíóòü ê ÷åìó-ëèáî
workshop  ñåêöèÿ, ñåìèíàð,
ñèìïîçèóì
quantifiable  îïðåäåëÿåìîå êîëè÷åñòâî

Vocabulary

to agree  ñîãëàøàòüñÿ, äîãîâàðèâàòüñÿ
objectives and targets  öåëè è
çàäà÷è
perception  âîñïðèÿòèå, îùóùåíèå, ïîíèìàíèå
to tend  èìåòü òåíäåíöèþ, ñêëîííîñòü
to launch  çàïóñêàòü, ïóñêàòü â õîä

Vocabulary

practice

Answer these questions.
1. What is PR ?
2. What is the definition of the meaning of PR?
3. Is PR a part of marketing?
4. Is PR the same as advertising?
5. Why use a PR consultancy?
6. What do consultancies do?
7. What are the areas in which public relations consultancies work?
8. What is the best way to choose a PR consultancy?
9. Is PR only influencing journalists?
10. How has the PR industry grown over the years and why?
11. Do you have to agree job descri ptions for people in PR?
12. Should financial PR consultancies be registered?
13. Are PR people professional?
14. What training is available?
15. Isnt PR all gin and tonics and organising parties?
16. When did they get this label?
17. Where do most of the PR people come from?
18. What specialist areas of PR exist?

J Chose the best alternative to complete the sentence. (1)

1. The task of the public relations department is to project the right........
of a company.
a. painting
b. image
c. picture
d. drawing
2. When the product was launched they issued a press ........ to all the
news agencies.
a. escape
b. issue
c. release
d. promotion
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3. According to the code of practice, a public relations officer should
not knowingly ........ false information.
a. disseminate b. dissociate c. dispose
d. dissolve
4. Some companies entertain journalists more ........ than others.
a. lasciviously b. largely
c. leniently
d. lavishly
5. The use of such things as logos and colour ........ helps to maintain a corporate identity.
a. schemes
b. systems
c. styles
d. fashions
6. We need to liaise more with politicians and ........ servants if we want
the government to agree to our plans.
a. official
b. polite
c. civil
d. civilian
7. $200,000 was ........ for the official opening of the new store.
a. set aside
b. brought about
c. set off
d. laid up
8. Sponsorship can be an effective way of promoting ........towards an
organisation.
a. will
b. goodwill
c. willingness
d. goodness
9. At a press reception dont........ guests with irrelevant material.
a. overload
b. override
c. overtake
d. overcompensate
10. The reception must be held at a convenient........ with good transport and parking facilities.
a. revue
b. venue
c. view
d. venture
11. When making a presentation to a relatively small........ an overhead
projector can be invaluable.
a. assistance
b. spectator c. audience
d. congregation
12. Within a large organisation a well-designed ........ journal is an effective
method of internal communication.
a. in-house
b. home
c. household d. plant
13. Partici pating in local events, such as carnivals, is a good way of
developing ........ relations.
a. common
b. commonplace
c. communal
d. community
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14. We used every ........ of communication to get our message across.
a. flow
b. stream
c. channel
d. canal
15. We have to highlight our strengths and ........ any weaknesses.
a. play up
b. think through
c. play down
d. talk back

9.5. PR in practice
9.5.1. The role of public relations in the marketing mix
Stated simply, the discipline of marketing is getting the right products
(goods or services) in the right quantity at the right place at the right
time  and making a profit out of the operation. So, what role does public relations play in the marketing operation? Separating out the marketing mix into its various components, a generally accepted definition
is the four Ps  product, price, place and promotion.
The role of public relations in the marketing mix is simple communicate key messages to defined target audiences within the marketing chain
to influence purchasing decisions. The same could be said of all marketing communications disci plines. The difference is one of third party
endorsement. For example, if advertising is what a company says about
itself, then public relations is what others say about the company. The difference between advertising and public relations lies between paying for
media space versus the use of editorial with implied third party endorsement to inform and persuade. Of course public relations is much more than
media relations and has a broader role than marketing communications.
Public relations can also be described as the management of reputation. A useful short summary of public relations which is recognised
by the Institute of Public Relations founded in 1948 in the UK underlines this notion:
Public relations is about reputation - the result of what you do, what
you say and what others say about you ... Public relations practice is the
disci pline which looks after reputation with the aim of earning understanding and support and influencing opinion and behaviour.
A more specific explanation of public relations in a broader context is
provided in a report developed for the Department of Trade and Industry:
Inasmuch as reputation affects marketing, public relations has a key
part to play in the marketing mix. It also can have a crucial role in
communicating an organisations corporate objectives to key audiences
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and may form an integral part of the management function, enhancing
internal [employee] and external relationships.Good PR thus can make
a significant contribution to a companys competitiveness and overall
market position.
Public relations can assist in shaping the messages to be carried by
word-of-mouth that constitutes one of the top three most common
client concerns, with the power of retailer and own label brands, and
customer loyalty and retention, coming first and second respectively.
Word-of-mouth can make or break a brand.
Gaining credibility through third party endorsement, public relations
can:
• create a market environment;
• increase visibility and/or share of voice;
• inform/educate the consumer;
• influence the trade;
• support a salesforce;
• harness influentials/opinion formers;
• extend promotions;
• hype advertising;
• exploit sponsorship;
• manage issues;
• contain crises.
Any combination of these aims can be tackled through marketing
communications public relations, but one must first understand the
objectives of the organisation marketing the product.

the right
PRODUCT
physical product
+ total package,
eg: • brand name
• image
• delivery
• after sales
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The 4 Ps
at the right
PRICE
pricing strategies:
• value for money
• price = quality
• stock it high/
sell it cheap

in the right
PLACE
• distribution
channels
• dealer/
wholesaler/
retailer
• salesforce/
national
accounts
• transportation

with the right
PROMOTION
•
•
•
•
•
•
•
•

advertising
sales promotion
public relations
direct marketing
exhibitions
incentives
sponsorshi p
packaging

Public relations in the marketing mix can complement other marketing disci plines being used; it can be used in isolation as the only marketing tool; or it can target a discrete audience quite separately below
the line. It therefore is vital to understand the concept of integration with
other marketing disciplines such as advertising and sales promotion, or
running parallel campaigns separately which do not conflict with the
above the line (paid-for media advertising) activity.
For instance, public relations can be employed to promote an advertising campaign by launching it through editorial coverage. In order to
do so, however, the campaign must have some element of newsworthiness,
e. g. celebrity endorsement or an element of controversy. Public relations
can also be used to extend an advertising campaign by taking a celebrity
appearing in the advertisement and using him or her as a product model
or spokesperson in editorial terms.

åndorsement  ïîäòâåðæäåíèå, ïîääåðæêà
inasmuch as  òàê êàê; ââèäó òîãî,
÷òî
crucial  ðåøàþùèé, êðèòè÷åñêèé
to enhance  óâåëè÷èâàòü, óñèëèâàòü, óñóãóáëÿòü
word-of-mouth  óñòíûé
concern  çàáîòà, ó÷àñòèå, îòíîøåíèå
retention  óäåðæèâàíèå, óäåðæàíèå, ñîõðàíåíèå
to gain  çàðàáàòûâàòü, äîáûâàòü,
äîáèâàòüñÿ, ïðèîáðåòàòü

Vocabulary

credibility  äîâåðèå, ïðàâäîïîäîáèå, âåðîÿòíîñòü
environment  îêðóæåíèå, ñðåäà
harness  èñïîëüçîâàòü, ðàáîòàòü
ñ íàïàðíèêîì
to tackle  áðàòüñÿ çà ðåøåíèå,
to complement  äîïîëíÿòü, óêîìïëåêòîâûâàòü
discrete  ðàçäåëüíûé, ðàçðîçíåííûé, àáñòðàêòíûé
to run a campaign  ïðîâîäèòü
êàìïàíèþ
celebrity  çíàìåíèòûé ÷åëîâåê

Vocabulary

practice

The right choice of words can help to sell a product. See how many
word partnerships you can find which create a favourable impression of
the product.(2)
Match each word on the left with a word on the right. Use each word
once only, write your answers in the boxes.
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Set l
1.competitive
2. delicious
3. effortless
4. finest
5. full
6. glossy
7. perfect
8. wide

a.
b.
c.
d.
e.
f.
g.
h.

brochure
cleaning
details
fit
flavours
quality
rates
variety

1
2
3
4
5
6
7
8

Set 2
Now do the same with these words.
1.
2.
3.
4.
5.
6.
7.
8.

forward-looking
full-colour
hard-wearing
highly-trained
money-saving
mouth-watering
ozone-friendly
stress-free

A.
b.
c.
d.
e.
f.
g.

brochure
company
driving
reci pes
shoes
spray
staff

1
2
3
4
5
6
7
8

Choose the best alternative to complete the sentence. Look up
any words you dont know. (3)
1. With effective advertising a company can become a ........ name.
a. house
b. household
c. housewifes
d. home
2. We need an effective campaign to ........ our new product range.
a. fire
b. set out
c. set off
d. launch
3. During the commercial ........, there was an advertisement for a new
womens magazine.
a. break
b. breakage
c. pause
d. interval
4. The first thing an ad must do is ........ the readers eye.
a. trap
b. catch
c. find
d. reach
5. We need a name for the product which will ........ to teenagers.
a. draw
b. attract
c. succeed
d. appeal
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6. They decided to do a mail ........ to get people interested in their
holiday homes.
a. shot
b. shoot
c. trial
d. list
7. All PR consultancies must obey the industrys ........ .
a. practice code b. code of practice c. practical code d. code word
8. Advertising on television is very expensive during ........ viewing
hours.
a. peak
b. high
c. audience
d. big
9. We did a lot of research to ensure that the advertisement would
appeal to the ........ audience.
a. aim
b. arrival
c. goal
d. target
10. Newspaper advertising ........ for 45% of the total.
a. accounted
b. counted
c. comprised
d. came
11. Advertisers look at each newspapers ........ figures before deciding
where to place their advertisements.
a. circular b. population
c. circulation
d. revenue
12. As part of our service we provide ........ display material.
a. selling point b. point-of-sale c. appointed d. salesmanship
13. If you advertise at airports, you have a ........ audience.
a. captured b. slave
c. captivated
d. captive
14. She does the art work while I write the ........ for each advertisement.
a. copy
b. copies
c. copyright
d. media

9.6. Internal communication
If staff do not know what they are doing and why, they are less
likely to perform well. People do perform well, even when they expect
the worst, if they are briefed in a timely and honest way. They are less
likely to perform well if they are kept in the dark.
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Equally important, good communication is a valuable motivator.
Communication is the corporate glue that helps build teams, reinforces
pride in working for a company and encourages people to work that bit
harder to beat the competition.
Communication must be in line with strategy so that people have
the right framework to work within. Communication in the competitive
1990s was the link between an organisations compelling need for change
and an employees compelling need for security.
9.6.1. Some communication techniques
Any attitude survey says that people want face-to-face communication.
This may be admirable  but how practical is it? Some managers are
very uncomfortable at communicating with their staff. They need
coaching/training/encouraging to do so. Then there is the sheer difficulty of getting peri patetic managers to stay in one place long enough
to give quality time to face-to-face communication. Neither of these challenges is insuperable, but they do need working on. Meanwhile there are
other useful techniques to back up the desired one-to-one face-to-face
communication.
Primary tools range from various forms of debrief such as team
meetings and large gatherings where staff have the chance to listen to,
and ask questions of, a senior manager, to facilitated focus group meetings
that give staff the chance to provide feedback in a safe environment.
Among the secondary tools to support the primary processes are articles
in house journals, videos, audio-tapes (easy to listen to on the way to
work), award schemes and surveys.
The point to make about both primary and secondary tools is that
they are more about processes than products. They need to be tailored
to the individual needs of not just the company but also the specific part
of that company. And they need to adhere to the basic communication
princi ples of timeliness, openness and honesty.
There is one final essential point to make about communication and
it is this: communication is a shared resource. It is not, as some people
think, something that is done to them. Nor is it, as some managers
think, something that people do for them. The success or failure of
communication rests with the whole organisation, with a little help from
the person at the very top...
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Vocabulary
likely  âåðîÿòíûé, ïîäõîäÿùèé
to perform  èñïîëíÿòü, âûïîëíÿòü, ðàáîòàòü
timely  ñâîåâðåìåííûé
to reinforce  óñèëèâàòü, ïîäêðåïëÿòü
to beat  ïîáèòü, ïîáåäèòü
compelling  íåïðåîäîëèìûé, âûíóæäåííûé

peripatetic  ñòðàíñòâóþùèé
debrief  ðàññïðàøèâàòü, çàñëóøèâàòü îò÷åò
to back up  ïîääåðæèâàòü
facilitate  îáëåã÷àòü, ñïîñîáñòâîâàòü, ïðîäâèãàòü
feedback  îáðàòíàÿ ñâÿçü
to tailor  cïåöèàëüíî ïðèñïîñàáëèâàòü, äåëàòü íà çàêàç

9.7. Community relations
Community relations programmes have many definitions, cover
varying objectives and are usually based on either a focused or scattergun approach. However, all professionally developed programmes have
one thing in common  they are all designed to have a measurable impact on the overall perception of the company, by both its external and
internal audiences  in other words, a measurable direct bottom line
benefit.
This is achieved by utilising the professional skills of a public relations expert who is capable of demonstrating the achievable benefits of
the community relations disci pline and can highlight the added value
of such a programme to a companys overall business objectives.
The need to link a companys community programme to its overall
business objectives is a fundamental assumption. However, this is not
always the case. In the past, patronage (defined as a donation where the
company gets no direct benefit) and the Chairmans wife syndrome
greatly influenced a community relations programme. But, following the
recent recessionary period, when company budgets were squeezed, most
companies now aim to maximise community programmes by adding
value to  in many cases  a reduced budget by examining all community expenditure and devising strategies focused on maximising the
benefits.
One consequence of this is that corporate philanthropic donations
have decreased as marketing spend is concentrated on more proactive
sponsorshi p activities.
A further trend is that companies are now realising the advantages
of involving their employees in deciding how the community should be
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supported and which activities will form the key focus areas. This creates
opportunities for involvement, personal development, pride in helping the
local community and increased morale, as employees feel that their
contribution is valued, by both the company and the community.
The definition of community relations is a series of mutually
beneficial business partnershi ps with one or more stakeholders, which
enhance the companys reputation as a good corporate citizen. Partnershi ps can be on either alocal, regional, national or international basis,
but, the majority of community relations programmes are usually focused on either where the companys headquarters is located, or around
one or more of its operational sites.
The stakeholders are represented by the companys target audiences
(customers, media, suppliers, employees, trade unions, politicians,
local government representatives, community organisations, key
opinion formers, shareholders, educationalists, environmentalists) and
it is vital for the long-term future of your company that they receive
the correct messages and understand the reasons for/consequences of
your actions.
9.7.1. Why bother?
As companies develop more professional community programmes
and communicate their policies to wider audiences, more and more
shareholders are looking at the companys reputation, especially from
an ethical viewpoint. This trend is slowly influencing institutional shareholders, proving that a good corporate reputation for serving the community can have a beneficial impact on the share price.
Furthermore, educational development (from the cradle to the
grave) concepts are now being developed to encompass the whole community, since a properly trained and developed workforce is seen as being
crucial for any companys future. A community relations programme can
benefit this development in two ways. The first is by education based
sponsorships which create awareness in local schools and/or are linked
to the national curriculum, which helps establish a company as a desirable
employer with resultant potential recruitment opportunities. Secondly,
they can provide opportunities for employees to develop their skills
by working with local schools on schemes such as mentoring, work
shadowing or mock interviewing.
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A final reason is that a positive community involvement strategy
is now being more widely acknowledged as a fundamental part of a
business excellence programme. For instance, the influential European
Foundation for Quality Management (EFQM) model has nine determinants for recognising assessing total quality management, one of
which is the impact a company has on society.
Methods used in a community relations programme are usually based
on combination of sponsorships, targeted donations, awards, hospitality,
employee volunteering, use of facilities, seminars, and involves links
with areas such as the arts, sport, education, the environment, occupational health and safety, charities, youths, senior citizens, the disadvantaged, disability, heritage and numerous other categories.
A company could work in partnershi p with the local community
to discourage crime and encourage crime prevention initiatives, especially
among its employees.

Vocabulary
assumption  ïðåäïîëîæåíèå, äîïóùåíèå
scatter-gun  âðàçáðîñ, â ðàçíûå
ñòîðîíû
measurable  èçìåðèìûé
perception  âîñïðèÿòèå, ïîíèìàíèå
bottom  îñíîâàíèå
to highlight  çàîñòðèòü âíèìàíèå,
âûäåëèòü
patronage  ïîêðîâèòåëüñòâî, ïîñòîÿííàÿ êëèåíòóðà

recession  ñïàä
squeezed  ñòåñíåííûé, îãðàíè÷åííûé
expenditure  ðàñõîä, òðàòà
to devise  ïðèäóìûâàòü, èçîáðåòàòü
stakeholder  çàèíòåðåñîâàííûé,
òîò, êòî ðèñêóåò
to encompass  îêðóæàòü, îõâàòûâàòü
mentoring  íàñòàâíè÷åñòâî
mock  ó÷åáíûé, ïðåäâàðèòåëüíûé

9.8. Financial public relations
The financial public relations industry is growing in size and role 
driven by a demand for corporate transparency and a thirst for information about business. The medias appetite seems to have no limit. In the
UK 10 national daily newspapers and 9 national Sunday papers regularly and increasingly cover business matters. There is also a multitude
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of satellite, cable and terrestrial television channels, hundreds of radio
stations and the result is ever growing coverage of corporate, industrial,
business and consumer affairs.
The US does not have comparable national media with the exception of the key financial newspaper, the Wall Street Journal. However,
the US does have very sophisticated business coverage on cable television, and a range of financial centres in addition to Wall Street in New
York, notably Boston, Chicago and Los Angeles. Europe has not historically had a public market for equities of the same level of intensity
as the UK, US and Japan. However, the stock markets in all the major
European countries are growing rapidly and drawing closer to the UK
and US model.
The financial media in Europe is still dominated to a great extent by
the European editions of both the Financial Times, the Wall Street
Journal and The Economist. As local markets grow, local media becomes
more important as do the European-wide cable and business channels.
The economies and stock markets of the Far East and the Pacific Rim
are also becoming increasingly important to both companies and investors.
The rules and regulations of the world stock and bond markets, and
the complexity of accountancy standards, inevitably make financial
public relations a complicated speciality. The emphasis is on the basic
communication skills and demonstrates how much financial public
relations has in common with the rest of the communications industry.
Comments and examples concentrate chiefly on the UK and
London market which is as sophisticated as any in terms of both the
equity market and the financial media. Experience shows the same skills
approach can be applied elsewhere in the world, even though the rules
and regulations may differ considerably.
New areas for financial public relations specialists to tackle continue
to arise. For example, there is a whole new sector developing to advise
and support companies in their management of increasingly difficult and
controversial annual general meetings.
There is also a significant specialist sector engaged in media relations
for personal finance products. This clearly fits within the financial public
relations world.

360

9.8.1. How to define financial public relation
At its most basic the scope of financial public relations can be
defined in simple investment terms as: all communications activity is
based around the simple fact that money only has real value as an
investment and that investors are people.
Share buyers may be investing their own or other peoples money
but in the end investment decisions are made on the basis of the quality
of people. In a world of constantly moving money, the clear communication of objectives, achievements and potential is not an optional
extra, it is an absolute necessity.
More specifically, the skills of financial public relations people are
primarily focused on the need for publicly owned and listed companies
to communicate consistently and positively with those that own them
directly or indirectly, through the media or through analysts. The
majority of the effort put into this specialist area of public relations surrounds the biannual issuing of results by companies.
For many millions of companies, large and small, around the
world, the prosaic necessity of getting a proper understanding of their
full year and half year figures is the most important part of any financial public relations strategy.
The hectic activity that surrounds major bids, deals and financial
disasters is more dramatic, more newsworthy and more likely to be the
subject of airport paperbacks, but it has as much to do with crisis
management activity as it does with financial public relations. Happily
for those who enjoy working in the financial public relations area, the
opening up and deregulation of world stock markets and the freeing up
of international capital has made merger and acquisition work a significant part of financial public relations, a situation that seems likely to remain for many years to come.
The basic task of real financial public relations, as opposed to the
fizzy and more dramatic takeover bid, is a steady, long-term business
dealing with a set calendar of events, the patient explanation of results,
and what a company does and does not do.
As the majority of shareholders are the major stock holding institutions rather than individual shareholders, it has become accepted that
shareholders are talked about in inanimate terms of institutions or
funds or computer programmes. But even institutions are run and
managed by mere mortals, and their computer programs written by
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people with still a shred of humanity left: financial public relations has
to recognise that the managers who populate the investment institutions
are affected by everything they see, read or hear about a company, its
management, its reputation and its products. Financial public relations
could, therefore, be taken to cover any aspect of public relations for a
commercial organisation. For large and truly international companies
with a range of major businesses in their portfolio the presentation of
each set of results requires a tremendous amount of careful hard-work and
planning. Even a company that is closely followed and well known has
to be very focused about the messages it puts out with results to ensure
those who follow the company understand the full significance of the
numbers.
In particular this involves very careful preparation of the presentation
to be given to analysts. It is the views and the number crunching of the
analysts that will influence the views of the other key audiences, including the financial press and the institutional shareholders.
Such presentations cannot be given in a vacuum and are prepared in
response to feedback on what are the analysts major concerns and
areas of interest. By researching the analysts concern in the period
leading up to announcements the company can ensure it makes maximum use of the opportunity of its results presentations. The tightening
of rules on selective disclosure of information has made set piece presentations even more important to a companys communications programmes. A company with a significant shareholding abroad goes to great
lengths to teleconference its briefing to abroad so that analysts and shareholders there receive company comment and information at the same
time as those at home.
It is pointless to give people detailed information if they do not have
the necessary background knowledge about a companys activity and a
famous company, as an international conglomerate, puts together a series
of high quality teach-ins throughout the year on its core business
areas. While these do not contain significant new information they are
extremely popular with a company followers who are required to develop
a real understanding of a range of companies in order to analyse the company accurately.
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Vocabulary
equities  îáûêíîâåííûå àêöèè,
áåç ôèêñèðîâàííîãî äèâèäåíäà
stock market  ôîíäîâûé ðûíîê
bond market  ðûíîê öåííûõ áóìàã
accountancy  áóõãàëòåðñêîå äåëî

share  àêöèÿ
biannual  âûõîäÿùèé äâà ðàçà â ãîä
bid  çàÿâêà íà òîðãàõ, ïðåäëîæåíèå öåíû
merger  ïîãëîùåíèå, ñëèÿíèå

Vocabulary practice

Choose the best alternative to complete each sentence.(4)

1.A PR consultant must not information about organisations financial
affairs to specialists in the business circles.
a. dissociate b. disseminate
c. distort
d. dissolve
2. PR consultants can provide advice and assistance in such areas as,
share floatations, shareholder relations, communication of financial information to employees, etc.
a. takeovers b. stop-overs
c. turnovers
d. funds
3. As an ordinary shareholder, you are ........ to vote at the meeting.
a. entitled
b. titled
c. nominated
d. persuaded
4. The share ......... which is made up of a cross-section of shares,
reflects the general activity of the market.
a. indication b. index
c. measure
d. indicator
5. The rules and regulations of the stock and bond markets, and the
of accountancy standards make financial PR a complicated speciality.
a. complexion
b. completion c. complexity
d. complicity
6. New areas for financial PR specialists to ......... continue to arise.
a. tackle
b. deal
c. cope
d. involve
7. There is a whole new sector developing to advise and support
companies in their management general meetings.
a. daily
b. monthly
c. weekly
d. annual
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8. Share may be investing their own or other peoples money.
a. buyers
b. purchaser
c. customer
d. seller
9. Bonds issued by the government are often known as ........ .
a. golds
b. guilts
c. gilts
d. debits
10. What kind of ........ can people expect on their investment?
a. reward
b. prize
c. surplus
d. return
11. You should have as diversified a ........ of shares as possible.
a. case
b. file
c. portfolio
d. folder
12. In real ......... the $1,000 you invested would be worth $5,000
today.
a. words
b. facts
c. factors
d. terms
13. The higher the risk you ......... the more money you could make.
a. take
b. do
c. make
d. invest
14. The market has been extremely ........ over the past few years.
a. volatile
b. wavering
c. shocking
d. moving
Make notes of all partnershi ps.

9.9. Corporate public relations
The twin areas of corporate and financial communication are, in
most peoples view, inseparable. Corporate public relations and financial
public relations are not merely close bedfellows, they are Siamese twins
sharing the same vital activities.
Corporate public relations is usually defined as the reputation of the
entire company, although more often it is the reputation of the head
of a company rather than the entire body. It is not that the reputation
of some obscure subsidiary cannot affect the much larger corporate body,
more that the corporate reputation should be robust enough to cope with
the ups and downs of individual parts. Corporate public relations is all
about enabling a company to succeed and success cannot always be
defined in simplistic financial terms.
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The extremely high corporate reputation of British Airways in the
UK, Europe and the US is based on several key factors: the contentment
of its passengers with the quality of its product; the admiration of investors for its management; the financial performance of the company; and
the strength of its share price. At different times the relative importance
of these factors may vary a little but they are all essential.
It is one of lifes universal truths  along with the fact that nobody
thinks they are a bad driver  that most people, whatever their profession, regard themselves as a public relations expert. Fund managers giving companies ti ps on their public relations will probably be relieved
to hear that public relations people seldom seek to give advice on fund
management.
A companys corporate reputation and that of its management is the
fundamental foundation upon which financial public relations is built up.
In the same way, the quality and reputation of a companys services
and products cannot be isolated from its corporate image and the way
it is seen by its financial audiences.
Financial public relations can, therefore, not be totally separated from
the consumer and business-to-business public relations carried out by
any company. The relative strength of a companys corporate brand, and
the individual brands of its operating companies and products, depends
on the type and strategic approach of a company. However, it is always
a dangerous signal to any corporate and financial public relations operator when a subsidiary brands or products image dominates a companys
corporate image among the key financial audiences.
Political and governmental affairs activity has also to be closely coordinated with financial public relations activity. All business and commercial industries are in some way affected by government, whether
national, international or local. A companys public affairs activities often
have a major effect on a companys financial stability and success,
particularly as most governmental involvement with business involves
taxation or, much more rarely, subsidy.
In addition, the privatisation of so many government-owned industries around the world has also created a powerful new set of pseudogovernment figures known as the regulators.
Financial public relations probably differs less across international
boundaries than most other branches of the communications industry:
financial activity is not particularly affected by cultural differences. The
greatest international diversity is in the area of regulation, governmental
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intervention and state interference. As a result, although many companies are quoted on two or more stock exchanges around the world, every
company still has a home base and a home stock market. However, each
market has its own rules and regulations, and coordinating the financial public relations activity in different markets is a growing part of the
job.

Vocabulary
bedfellow  ïàðòíåð
fund manager  ñîòðóäíèê ôèíàíobscure  íåèçâåñòíûé, íè÷åì íå
ñîâîé îðãàíèçàöèè, óïðàâëÿþùèé åå èíâåñòèöèÿìè
ïðîñëàâëåííûé
subsidiary  äî÷åðíÿÿ êîìïàíèÿ
figures  çä. öåíà

9.10. In-house or consultancy?
There is a healthy obsession among public relations people to
debate fruitlessly the relative merits of in-house or consultancy public
relations people. Without doubt financial public relations is an area where
professional knowledge and skills are needed by even the smallest quoted
company in one form or another. That is what may come from a number
of different sources princi pally from either in-house or consultancy
public relations advisers.
The complexity and regulation in financial communication make it
particularly important that there is someone around with the knowledge
of both the company and the financial markets. Whether this expertise
comes from in-house or consultancy is completely irrelevant. What does
matter is the access that the adviser has to the top management of the
company.
It is important to remember that the key descri ption is adviser.
It is an even bigger mistake in financial public relations than the rest
of the communications industry for the communication experts to get
between a company and its audiences. As well as being an adviser we
may occasionally be an intermediary, but it is important to remember
that the message is that of a company and its management, and that
good public relations programmes are those that are effective, not those
that are noticeable.
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9.11. PR and Politics
Politics is a concept to interpret and try to understand the world
around us. Our understanding therefore depends at least partly on how
we define politics and political activity. Politics is the way in which we
understand and order our social affairs. This applies especially to the
allocation of scarce resources, and its underlying princi ples. It also
involves the means by which some people or groups acquire and maintain a greater control over the situation than others. Thus politics is above
all an activity  concerned with peoples social and material relationshi ps, expressed in various ways in different places and continually
changing through time. Clearly, therefore, politics is closely related to
many other fields of knowledge, for example economics (material
relationshi ps), sociology (social relationshi ps), geography (the spatial
dimension) and history (the temporal dimension).
What distinguishes political activity from politics is action towards others. While people may think about politics, it is of no significance to anyone else, including the analyst of political life, until they
act on their thoughts, whether verbally or physically. Political activity
takes place only between certain individuals and groups that are publicly
recognized as having an accepted right to behave in a certain way, and
according to certain common recognized and enforceable rules. Groups
and individuals without this legitimacy, or which act outside the rules
as defined by the same public authorities, are deemed to be acting outside
the arena of politics. The types of activities regarded as political are delimited by one set of interested parties and can be restricted to a particular
set of economic and social arrangements, that is liberal democratic ones.
The governmental authorities and political parties define their relations
and activities as political. Political parties are organized groups of people who share a set of ideas about how the country should be governed
and who work together to have members of their group elected in order to influence the governing of the country. When members of of a
political party form a majority in the government, they have a great powers
to decide what kinds of laws will be passed. Presidents tend to appoint
members of their party or supporters of their views of their party to
executive branch positions.The study of politics today is the study of
norms, institutions, structures and behaviour.
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Chief Executives
A certain amount of confusion is often generated by the interchangeable use of such concepts as the executive, the state the government,
because there are no universally accepted definitions of them. It would,
therefore, be helpful to distinguish clearly between them. The state
(otherwise often referred to as the regime) is the most inclusive of
the terms and is understood to embrace all the main institutions of the
system, including the judiciary, police and the military. Government
is often reserved to describe the actions of the government of the day.
It refers to a much smaller group of politicians who hold executive
office temporarily ( following a coup detat, revolution, election or
other succession process) as presidential appointees, or members of a
majority party, coalition or military junta, and we shall use the concept in this sense. What is the difference between the executive and the
government? The executive will be understood to refer to the body of
government ministers together with permanent senior officials (bureaucrats) who are involved in basic decisions over what policy proposals
to initiate and pursue and the priority to give them. Compared to states
or executives, governments tend to be of short duration  state institutions often remain in existence for long periods and officials in the
executive may have lifelong careers, while governments come go
(although some of their personnel may hold office in more than one
government). Executives, at their apex, they may be single or collective. This means that the final decision-making responsibility is either
formally concentrated in one person or, alternatively, in a collective
body  a committee  like the Cabinet.
The Cabinet provides a good example of a collective executive in which
all decisions must be agreed by the members. A combination of government secrecy and collective responsibility (the notion that an individual
member must not disagree publicly with a Cabinet decision) have made
it difficult to discover the extent to which cabinets are genuinely collective decision-making bodies, but a succession of leaks and memoirs
has built up a picture of a committee in which genuine debate tends to
be restricted to issues that come to assume major political importance
for the government. More typically, it sits to give the final yea or nay
to policies generated within the bureaucracy and the network of cabinet
committees.
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Vocabulary
scarce  íåäîñòàòî÷íûé, ñêóäíûé
spatial  ïðîñòðàíñòâåííûé
dimension  èçìåðåíèå
to distinguish  ðàçëè÷àòü, îòëè÷àòü
legitimacy  çàêîííîñòü
to deem  ïîëàãàòü, ñ÷èòàòü

judiciary  ñóäüè
coup detat  ãîñóäàðñòâåííûé ïåðåâîðîò
junta  õóíòà
apex  âåðõ, âåðøèíà
yea or nay  áîëüøèíñòâî çà èëè
ïðîòèâ

9.12. Central and local government
Everyone is exposed to the workings of central and local government,
though we may not always recognise it. Increasingly, non-elected
bodies, trusts, quangos and so on are responsible for running what we
consider to be public services, such as those associated with education,
health and water.
It is this growing middle ground, especially between a directly
accountable public sector and the newly privatised sector, which is causing
public concern. Inevitably a spotlight has been cast on the way in which
public money is spent and the way in which decisions are made. Such
new bodies are in fact obliged to report to the centre in one way or
another, but the transparency of their operations has been clouded.
It would be dangerous to identify current government departments or
the make-up of the cabinet here, since changes can occur literally overnight. The press will usually identify the new shape of government or a
shift in ministerial duties as a change occurs. There are also many reference books on the organisation of government, the infrastructure which
supports it, such as the civil service, and the growing numbers of agencies and quangos which implement policy.
The role of central government, via the Parliamentary processes,
remains constant  to legislate, regulate and levy taxes in order to pay
for public services. The vast array of government services  either
directly provided or indirectly through agencies or funding support 
means that the government itself is the countrys prime employer and
a major customer.
A relatively recent development is to shift control of the activities
government departments from the centre.
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This growing regionalism aims to localise key government departments, providing a single point of contact for local businesses and
councils. Regional issues in theory are more likely to be identified by
this new network and fed into the government machine.
The major functions of local governments are to support the system of production by providing the necessary infrastructure in terms of
roads, planning and technical education. They are responsible for the
provision of services that relate to the quality of peoples lives, and
which thereby contribute further to supporting the production system,
such as housing, education, libraries and museums. The third area of
local government responsibility is the maintenance of order and social
cohesion. Routine policing is the responsibility of local authorities.

Vocabulary
quango  (êâàçèàâòîíîìíàÿ ãîñóäàðñòâåííàÿ îðãàíèçàöèÿ) ñîçäàþòñÿ
òåì èëè èíûì ìèíèñòðîì äëÿ âûïîëíåíèÿ çàäà÷ îáùåñòâåííîãî
íàçíà÷åíèÿ è ôèíàíñèðóþòñÿ ãîñóäàðñòâîì. ×àñòü ñîòðóäíèêîâ 
ãîñóäàðñòâåííûå ñëóæàùèå. Íàïðèìåð: Êîìèññèÿ ïî îõðàíå
çäîðîâüÿ è òðóäà, Ñëóæáà êîíñóëüòàöèè, ïðèìèðåíèÿ è àðáèòðàæà.
to legislate  èçäàâàòü çàêîíû
to levy taxes  âçèìàòü íàëîãè, îáëàãàòü íàëîãàìè
transparency  ïðîçðà÷íîñòü
cohesion  ñïëî÷åííîñòü

9.12.1. Access
Making contact with government has become an industry all of its
own. There are numbers of lobbying companies which will claim as part
of their services to have the right contacts or to effect the right
introductions. A dating agency approach, or hosting a reception for
example, will not alone be enough to make sound contacts to help further your case.
Research and making the right local/regional/national or even
international connections will yield a more productive outcome  provided a number of key prerequisites are attended to:
• invest time in identifying the key influencing figures or parties;
• anticipate their attitude towards the issue; be ready to counter or
bring in new areas for discussion;
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• use your own influential figures to effect introductions;
• start at or near the top of the organisation to be targeted;
• use a senior in-house person to make contact and to lead the
campaign;
• develop a good rapport with those outside the organisation who can
help or advise you.
Meetings with ministers to discuss an issue will only rarely happen
at the first attempt. They are busy people who will be protected from the
demands of outsiders. Good links with the ministers private office may
assist in your efforts but others, like supportive MPs, may also help
meanwhile by putting your case direct.
The likelihood is that meetings, when they can be arranged, will be
with civil servants. Similarly, replies to letters sent to ministers will almost
inevitably be drafted (and probably signed) by an official. This is not
necessarily a bad thing. It gives a point of contact, a starting point for
dialogue. Senior civil servants (Grade 5 or above) are best placed to
assist.
The government has its own public relations officers too who act as
spokespersons for departments and are part of the Government Information Service and are therefore at the centre of official government
PR activity.
It is important to remember that civil servants are not political
appointments  they are paid to serve the government of the day and
they defend their right to impartiality vigorously.
Hence, their value in the public affairs process lies in their ability
to interpret government thinking and policy; knowing how and with
whom to work to convert it into action; acting as an informal sounding
board; ensuring the government is well appraised of third party
thinking and ultimately that the government machine works effectively.
Thus, achieving consensus is in the civil servants interests as much
as that of their ministers or secretaries of state.
There is another figure in the process, that of the political or special adviser. They act in a (politically) advisory capacity to government
ministers or leading spokespeople in the main political parties and are
likely to harbour political aspirations.
They are not constrained by the same rules as mainstream civil servants and act as a conduit of information within the party and between
its key political figures. On behalf of their political bosses, they are
anxious to detect problems early and advise or deploy tactics to avoid
confrontation and engineer the least damaging outcome.
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Vocabulary
to yield  ïðèíîñèòü, äàâàòü
to anticipate  îæèäàòü, ïðåäâèäåòü,
ïðåäâêóøàòü
to counter  ïàðèðîâàòü, ïðîòèâîñòîÿòü, îïðîâåðãàòü
to bring in  âíîñèòü, ââîäèòü
attempt  ïîïûòêà
impartiality  áåñïðèñòðàñòèå, ñïðàâåäëèâîñòü
vigorously  ðåøèòåëüíî, ýíåðãè÷íî
aspiration  ñòðåìëåíèå, ñèëüíîå

æåëàíèå
constrained  âûíóæäåííûé, ñòåñíåííûé
on behalf of  îò èìåíè, â èíòåðåñàõ êîãî-ëèáî
anxious  ñèëüíî æåëàþùèé, îçàáî÷åííûé
to deploy  ðàçáëîêèðîâàòü, èñïîëüçîâàòü
to avoid  èçáåãàòü, óêëîíÿòüñÿ,
àííóëèðîâàòü

9.13. Local government and government relations
Issue advocacy is a narrower term than lobbying, which is more
broadly used to include all private as well as public interests that seek
to influence government. In other words, the term lobbying usually
describes the activities of corporations and labour unions in defence of
their economic interests, in addition to the championing by citizen
groups of particular causes in which they may not have a vested
economic interest.
Lobbying is every bit as much a part of the government process today
as on-the-record rulemakings or public hearings. It is a vital part of the
flow of information in the political process that keeps democracy alive.
Totalitarian regimes dont need lobbyists, because theres no opportunity for persons on the outside of government to affect the decisions
made on the inside of the government. Its just the opposite with a
democracy. Democracy as a form government means that the citizens of
a nation should elect their officials and have a voice in making laws. The
people have the right to determine who will be the leader of their
nation, who will make the laws and what the laws will be. Information
from the citizenry is crucial to enacting laws that reflect the will of the
people and thereby maintain a vital democratic process.
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At the same time, the public has a right to know, and the public
should know, who is being paid how much by whom to lobby on what
issues. That information keeps government officials accountable and provides the public with a realistic picture of the nature and scope of the
influences being brought to bear on the government. Disclosure diminishes the power of the backroom and brings the forces of policymaking
into the open. They cannot expect the public to have confidence in their
actions unless they conduct their business more in the open.
The term lobbying has been the subject of many headlines recently,
causing the conduct of people associated with or in public office to come
under considerable scrutiny.
While the sometimes questionable activities of members of parliament
(MPs) or Congress and others who are close to the corridors of power
have attracted a great deal of media attention, it would be wrong to completely blur the expectations and respect for the system of democracy
and government.
People working in the public service, be they officials, members of
parliament or councillors, do endeavour to serve the needs of the
electorate and local constituents.
They will obviously have affiliations and aspirations which need to
be considered part of their own manifesto (be it personal or political),
but many will have entered public life because they want to make a contribution to the welfare of the community at a national or local level.
It is those in possession of this power who most frequently need to
be the focus of public affairs campaigning.
Lobbyists work, for example, for expanded medical research, for
protecting lakes and rivers, for improving highways, for maintaining
the student loan program and for protecting religious freedom. Advocacy
groups have helped pass legislation ranging from key civil rights protections to the deficit-reduction package that has finally balanced the
federal budget.
9.13.1. Ðublic affairs
The more confrontational the opposing sides are on an issue, the
more difficult that issue becomes to handle effectively. So the headlines
mount, and reputations become enhanced or damaged as the best-laid
plans for the organisation or the issue in question come under pressure.
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Public affairs is not an exact science. But there are common
approaches to consider in the public affairs process when looking to
governments at central and local level for support.
Support will not be forthcoming without knowledge. Knowledge is
derived from information via research and campaign planning.
Such knowledge will also need to be communicated, shared, debated
and agreed upon if that essential ingredient to aid success  consensus
is to be achieved among the parties involved.
Some would call that effective public relations. Others would prefer
to define it as public affairs.
Whichever descri ption applies, ensuring your organisations or
clients philosophy is enshrined in government and others thinking is
a crucial component of any organisations success. It is this ability to
understand and influence opinion which determines it.
9.13.2. Defining public affairs
Public affairs is necessarily all-embracing, making definitions tortuous.
However, at the heart of public affairs activity is the need to ensure that
the organisations aims, philosophy and motives are consistent, both in
terms of the way in which the organisation acts with its external
markets or target audiences and the way in which its own (i. e. internal) functions reflect the organisations core objectives.
It is essential therefore to have a clear vision of what is trying to be
achieved; what the strategic aims are; how that can be broken down into
core areas for action; who the key audiences are; identifying the main
messages for those groups of people, and the most effective way of
achieving and maintaining contact with them.
Your client or employer may think that they have gone through this
process. But as the professional adviser it is important that you appraise
their objectives too because there is every opportunity that such a reappraisal will provoke new thinking or a different interpretation. And the
over-arching strategy will need to be adjusted to take this into account.
In building up the strategy sufficient time should be given to reviewing
and then revising the campaign, along the way ensuring the focus
remains on the core objectives, and that the strengths and weaknesses
are identified and acted upon. Importantly, scope should exist to ensure
the intelligence gathered is harnessed and fed back into the information
flow to ensure it influences future policy.
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The range of activities expected of those involved in public affairs will
entail the following types of activity in varying degrees:
• communicating with government;
• communicating with local authorities;
• media relations;
• community relations;
• advertising;
• issue management;
• investor relations;
• staff communications;
• corporate publications;
• conferences and seminars.
The overall aim in any campaign must be to build support for your
cause, using as many influential outlets as possible and, especially,
calling on the advocacy of others who will act as essential third party
support. These are the beginnings of a sphere of concerted and coordinated action to support the strategy and the birth of consensus.
Once it starts to build pressure can be applied (though not necessarily
always publicly) to ensure the issue at hand is brought to the attention
of those who will ultimately be debating or creating policy, or taking
the final decisions.
The ultimate target may be a change in legislation or a shift in attitude by those who are in a position to influence others. The democratic
process allows plenty of opportunity to contact those at the heart of such
activities, while the process of applying pressure can be orchestrated
through robust media campaigning and/or a combination of the activities listed above.

Vocabulary
issue advocacy  çàùèòà îñîáûõ to enact  ïîñòàíîâëÿòü, ïðåäïèñûâàòü
èíòåðåñîâ
on-the-record rulemakings  ðàçðà- àffiliation  óñòàíîâëåíèå ñâÿçåé,
ïðèåì â ÷ëåíû
áîòêà è ïðîõîæäåíèå çàêîíîaspiration  ñòðåìëåíèå, ñèëüíîå
ïðîåêòîâ
æåëàíèå
public hearings  ïóáëè÷íûå ñëóøàto blur  çàïà÷êàòü, çàòóìàíèòü,
íèÿ
çàïÿòíàòü, ñäåëàòü íåÿñíûì
deficit-reduction package  ïàêåò
çàêîíîïðîåêòîâ î ñîêðàùåíèè expectations  âèäû íà áóäóùåå
contribution  ñîäåéñòâèå, âêëàä,
áþäæåòíîãî äåôèöèòà
ñòàòüÿ, ñîòðóäíè÷åñòâî
scrutiny  òùàòåëüíîå ðàññìîòðåíèå
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welfare  áëàãîñîñòîÿíèå, áëàãî- ultimately  â êîíå÷íîì ñ÷åòå, â
êîíöå êîíöîâ
òâîðèòåëüíîñòü
forthcoming  ïðåäñòîÿùèé, îæè- robust  êðåïêèé, çäðàâûé
äàåìûé
Disclosure  The Lobbying Disclovia  ÷åðåç
sure Act of 1995  Çàêîí îá îòto enshrine  xpaíèòü, ëåëåÿòü
êðûòîñòè ëîááèñòñêîé äåÿòåëüíîñòè 1995 ãîäà (CØÀ)
consistent  ïîñëåäîâàòåëüíûé,
ñîãëàñóþùèéñÿ, ñòîéêèé
concerted  ñîãëàñîâàííûé, ïî óãîâîðó

9.14. Business to business public relations
There was a time  and not that long ago  when banks didnt have
ATM machines located outside. When you wanted money out of your
account you took your cheque book and bank card and joined the
queue inside your nearest branch  usually in your lunch hour because that was the only chance youd get in the days when they closed
at three in the afternoon. If you didnt manage to make it on Friday
youd be reduced to buying something with a cheque and then taking it
back an hour later with some feeble excuse so you could get a cash refund.
And its not just ATMs that have revolutionised the way money is
handled. Financial services, one of the most competitive areas, has been
opened up beyond recognition by the development of telephone banking
and insurance. Its suddenly a very different world out there.
But whats this got to do with business to business public relations?
The answer is, quite a lot actually. For one thing it shows just what competition has done to push customer service higher and higher up the
agenda until, for many firms, it becomes the number one driver of
strategy. Thats not just in financial services either; almost all companies
are having to provide increased levels of customer service both to
attract new buyers and maintain the loyalty of existing customers.
Second, it should get thoughts going about how much further things
may change in the future. How many people waiting in that bank queue
were dreaming of the day theyd just have to slot a bit of plastic into a
machine and gain access to instant cash ? How many motorists 30 years
ago would have seen the day coming when they could simply call up
a free number and get an instant quote for their motor insurance?
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Youd have to say not many. But such things are now a reality. Its as if
theyve always been there. How many other things are yet to appear
which will change existing worlds out of all recognition?
9.14.1. The customer rules
The customers are now the rulers  and that goes for-business to
business as much as for consumer markets. The business customer
wants all the same things: better access to products and services; more
competitive prices, better customer service; wider range and more
choice; bespoke products; better sales follow-up; and a complaints handling process which is second to none. And they want it all by yesterday. If they dont get it theyll demand compensation.
Not only that, but in business theres a great deal more to think about.
What effect will that story have on share prices? How will your own cosuppliers react when they hear all about that deal youve struck? Will
confidence in your financial state suffer when the news leaks out? Will
your customers start to look for an alternative supplier just in case you
cant deliver? How are you going to attract the best, most motivated
employees with nasty rumours and horrible stories about your employment practices floating around the trade press? All these things could
become problems in business to business public relations.
Clearly if li p-service is paid to customer service not much will be
achieved. There might be an impressive cuttings file in volume terms at
least, but itll largely be negative stuff. It goes without saying, therefore,
that if the customer isnt offered what they want, public relations isnt
really going to be of much use except in putting the record straight
with enquiring journalists.
In many areas of business, customer service has become a marketing
tool  one which is being lined up alongside issues like price and quality
as a way of differentiating one company from another in marketplaces
which are increasingly crowded. Even then, for every innovator there
are soon half a dozen copycat competitors ready to erode their position.
If you are going to make a big thing about service levels, you are going
to have to get it right, and maintain and build customer perceptions of
service. Public relations, naturally enough, is a valuable tool to help
achieve that end, although in the business to business environment its
going to take more than just public relations to achieve your overall
goals.
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So, just what can business to business PR achieve? What are its limitations and how can you get the best out of it?
9.14.2. How do you know it works?
One thing that needs to be clear from the start is measurement. It
may be impressive to be able to hand over a bulging book of press cuttings to your managing director, but anyone who thinks that great media
coverage equals a loyal and devoted customer base is travelling blind.
Business to business trade press coverage can be a fickle thing and is
unlikely to give a clear vision of just what customers think. Tracking results in the trade press and key issues will help to give an idea of trends,
but you are going to have to assess customer perception really to have
a clear idea of what they actually think. Tracking like this also helps to
define your public relations goals. If you find out what they like and dont
like you can then set about correcting false impressions and measure more
accurately the results of your labours. It also ensures better targeting of
your resources at exactly the issues which need addressing most of all.
Remember that Rome took longer than 24 hours to build. If big
radical changes are planned look for key stages where various target
measures can be set to assess the speed of change and adjust these as
appropriate. It can become demoralised by a sudden succession of poor
stories and very negative coverage. At times like those you need a sense
of perspective and balance.
9.14.3. The trade press
The trade press is worth taking a closer look at not least because in
the specialist areas of business to business communications they incorporate a wide variety of styles and approaches, from the small, dedicated
one person operations to the vast established industry bibles.
The trade press is often a career starting point for many journalists
and turnover in young staff is to be expected (one good reason for treating
journalists on trade titles with the same respect as national writers is that
you never know where theyll turn up next). This can cause problems
for any public relations practitioner, since it constantly means you are
having to get to know new faces and explain what your company is all
about. On the other hand, the trade press is also full of highly experienced commentators with years of industry background who can pick
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holes in the most seemingly well-reasoned and researched arguments
with ease.
Bear in mind too that many national stories will start their lives in
the trade press; dont try to comfort yourself that a story has only appeared in what you consider to be a minor trade title. If it catches the
eye of a specialist correspondent then it might well be front page news
in days - or on the radio that very evening. This can also work to your
advantage, of course, in attracting potential national interest to a story
which may have been passed by first time around, but which suddenly
catches the eye from a different angle when seen again in the trade.
On that note, remember that all communications internally should
also reflect the organisations external position. There are many stories
about occasions when journalists have picked up leads from staff newspapers left on buses or trains  even of one journalist who got his lead
by reading a story over the shoulder of an employee who was travelling on the same underground train. Its vital, therefore, that internally
the same story is being told as externally. This is also true the other way
around. There is no point having a comforting story from the chief executive on the front page of the staff journal when the press have just
got hold of a leaked memo that indicates the organisation is preparing
to sack half the workforce while doubling the value of the chief executives share options package.
9.14.4. Getting it right
So business to business communications need to be seamless, timely
and have a goal that is measurable in more than just newspaper column
inches or radio airtime.
Suppose the organisation has to make a difficult announcement, something that isnt going to go down too well or maybe an issue of potential
embarrassment. What factors are going to make for success?
First, timing is going to be very important but it is rarely going to
be absolutely right. All kinds of things can leap in to frustrate and overturn all best efforts to find the right time to tell the world the news (just
as a major disaster can bury your important profit announcement on
page four, a slow news day can take a minor incident and make it sound
like the ultimate tragedy). In reality you can try to pitch it right, but
you cant guarantee that time will be working with you  so its not
worth waiting for some bad news from someone else before releasing
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your own bad news. Its a gamble and its better not to gamble. Luck may
help with timing, but can just as easily frustrate. On top of that, a
really juicy story is going to be juicy even if its a busy news day. It may
slip down the list in terms of media interest, but someone will still run
with it if they think the angle is right.
More crucial with difficult announcements is the speed with which
you react and the force you are able to put behind your defence should
that become necessary. In business to business dealings you should know
in advance about most difficult issues and be able to plan for many contingencies. Thats not to say that theyll always be easy to handle, but
it does give time to plan, prepare and consider various scenarios.
Accidents do happen and market changes can be rapid, but, on the
whole, business developments emerge and trends can be seen in
advance. Here the trade press is usually first on the scene. Informed
insiders in direct marketing knew that it was only a matter of time
before the big name fast moving consumer goods (FMCG) manufacturers turned to below-the-line techniques to ensure and build brand
loyalty. To those on national papers it was all something of a shock.
As part of this process lines of communication and who will communicate what should be clarified. Its often a good idea to have a single
spokesperson available to handle the media. The more difficult the
issue the more senior they should be, but this isnt a fixed rule and
things may make you want to change this. It may be very hard on the
individual concerned, but it is sometimes good to have the same face
and name doing the work on television and radio. It can help focus
arguments far better than having a series of people who change with
every twist of the story.
A tip for those who might have to face a live broadcast interview is
to draw up a list of no more than three or four key points you want
to get across in advance of the event. Whatever happens in the interview, take every opportunity to get them across and try not to be sidetracked by the interviewer into other areas which are not relevant to
your organisation. This technique will also help you to focus your
energy and attention.
Whoever is used, they have to be prepared to act fast. When planning be prepared to have to react quickly  the situation may be very
fluid, and likely to twist and turn as the media look for different angles.
One minute you might be denying a rumour, the next second you could
find that the journalist has a document in their hand and is hawking it
380

about and looking for a response. They wont wait for 12 hours while
the board agree how to react and approve your statement. By that time
something else will have happened. The risk then is that the story will
run anyway with your own inability to react phrased by that telling statement unavailable for comment attached.
Know and exploit all available communications channels. Remember that a timely, well-argued letter to customers or shareholders backed
up with a telephone helpline or an offer of further information can do
a great deal to calm rumours and stop the media ever getting to a potentially problematic business change or development. Basically, use
whatever communications techniques will work best to deliver the
result. If an imaginative three-dimensional direct mailing piece to employees at their work addresses will get over the message then do it!
Royal Mail did use a direct mail based campaign in an effort to boost
service quality in one particular product  and the results were spectacular, both in terms of recall of the campaign messages and in the fact
that the quality of service jumped dramatically. There is no reason to
believe that the same techniques applied to other areas should not work
equally well. For example, use imaginative posters, exhibitions or
video  basically whatever will succeed best for the chosen targets.
One major water authority recently tested a number of communications techniques to see which worked best in getting across water saving
messages to its customers. Press and radio worked well in terms of reaching
a large number of people with a high impact. But what customers liked
best was a simple letter which put across the facts and explained what
they could do to help. Loudspeaker vans were the worst option of all. This
company had no negative reactions to its campaign; indeed, it didnt
need to impose drought restrictions and saved itself from the damaging
reports which hit so many other water companies over the same period.

Vocabulary
bespoke products  òîâàðû, ñäåëàííûå íà çàêàç
sales follow-up  ãàðàíòèéíîå îáñëóæèâàíèå
complaints handling process  ðàññìàòðèâàíèå ðåêëàìàöèé

to leak out  ïðîñî÷èòüñÿ, ñòàòü
èçâåñòíûì
nasty rumours  ñêâåðíûå, íåïðèñòîéíûå ñëóõè, ñïëåòíè
lip-service  ïóñòûå ñëîâà
negative stuff  îòðèöàòåëüíîå ñîäåðæàíèå, ÷åïóõà
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copycat  ïîäðàæàòåëü
to erode  ðàçúåäàòü, âûòðàâëÿòü,
ðàçðóøàòü
media coverage  îñâåùåíèå â ïå÷àòè, ïî ðàäèî è ò. ä.
fickle thing  íåïîñòîÿííàÿ, íåíàäåæíàÿ âåùü

to sack  óâîëüíÿòü
contingency  ñëó÷àéíîñòü, íåïðåäâèäåííîå îáñòîÿòåëüñòâî
seamless  èç îäíîãî öåëîãî
timing  âûáîð (íàèáîëåå ïîäõîäÿùåãî/óäîáíîãî) âðåìåíè, òåìï

Vocabulary practice
Many journalists who write about business like to use idiomatic expressions to make what they say more interesting to the reader.
As some of these expressions occur regularly, it is important to understand them and note them down.
Complete each of the sentences with one of the words or phrases
below. Use each item once only. (5)
carry the can
on the grapevine
thorny problem
a dawn raid
ride rough-shod
type-cast
fall by the wayside
ride the storm
undermine
hefty knock
rubber-stamp
wiped off
nose-dive
teething problems
woo
1. They attempt to ........ the housewife with special offers.
2. Despite ........ in the first few months, the new system has proved
to be a great success.
3. He then turned to the ........ of appraisal interviews, a topic which
he knew would be unpopular.
4. If you ........ over your opponents you should not be surprised if they
take every opportunity to get their revenge.
5. She accuses some of the directors of trying to ........ her position in
the company.
6. They had heard ........ that he was thinking of leaving.
7. They were left to ........ after the firm collapsed.
8. Luckily we were able to ........ until things had calmed down.
9. The pound took a ........ yesterday when the trade figures turned out
to be much worse than anyone had expected.
10. Over $17 million was ........ the value of the company after it was
announced that they had made a substantial loss.
11. Shes been ........ as a risk-taker but in fact shes usually a very
cautious person.
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12. The committee did little more than ........ the new policy.
13. Inevitably many new products ........ in the rush for profits.
14. They gained control of the company after ........ that caught the
directors and the stock market completely by surprise.
15. The bad news caused the shares to ........ 65p to 85p.
Complete each sentence with the correct colour. (6)
1. His supervisor gave him a ........ look when he turned up late for
the third time this week.
2. I must be on some kind of ........ list because I have a lot of difficulty getting credit.
3. Were waiting for the ........ light from head office to launch our
publicity campaign.
4. Local residents protested when they heard a factory was going to be
built in a ........ belt area.
5. I wont believe weve got the contract until I see it down in ........
and.
6. Among the ........ goods, washing machines are our best sellers.
7. There were several........ faces when these so-called financial experts
found that they had been tricked!
8. We need to cut through all the ........ tape and speed up the decision-making process.
9. Thats a bit of a ........ area. Its difficult to say who exactly has
responsibility for recruitment.
10. The company found itself several thousand pounds in the ........ after
spending so much on improving its production line.
11. We lose millions in tax revenue every year because of the ........
economy.
12. Theyre looking for a ........ knight to help them fight the takeover
bid.
13. Then, out of the ......... she offered me a job managing her new
restaurant. You can imagine my surprise.
14. We have to roll out the ........ carpet for him as hes one of our best
customers.
15. The ........ revolution has meant that food exports have increased
dramatically in the past few years.
16. The Government intends to allocate more money to unemployment
..... spots.
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9.15. Public relations for non-commercial
organisations
Help the Aged works to improve the quality of life of older people
in the United Kingdom and internationally, particularly those who are
frail, isolated or poor.
A simple mission statement  quite straightforward. Worthy but
unlikely to prompt newspaper headlines.
Elderly people seldom present the most exciting photo opportunities.
The copy detailing their doings is rarely considered sexy. A grey-haired
60 year old pensioner is more likely to have been a victim of crime or
an accident to justify her place on the front page, unless of course her
name happens to be Sophia Loren or Brigitte Bardot.
So how does a charity working for elderly people keep itself at the
forefront of public attention? How does Help the Aged raise $40 million (1994/95 figures) and achieve a place in the coveted Charities Aid
Foundation Top Ten league table for voluntary contributions?
The answer of course is that it is due to a combination of many different factors. A highly motivated workforce, supported by thousands of
committed volunteers, is the key ingredient. But these internal strengths
are complemented by external partnershi ps made with business and
commerce, with statutory and other voluntary services.
Indeed Help the Ageds partnership with companies provides countless illuminating case studies of PR activities.
The public relations activities and strategies of a charity such as Help
the Aged do not differ greatly from those of a commercial company. What
is interesting is that while there are some fundamental differences in terms
of objectives  profits for a commercial company, fundraising for a
charity  there are also some important similarities.
A charity like Help the Aged and a Top 100 company are both
operating in a highly competitive environment. A charity public relations
activities and those of major corporations both depend on good
stories, well told which will benefit, in the case, the welfare of elderly people and, in the commercial world, the sales of a product:
The variety of Help the Ageds work for elderly people provides
plenty of opportunities for proactive public relations. But perhaps the
major difference between a charity and a commercial company is the
amount of reactive work one must antici pate.
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If elderly people are in the news for any reason, one can expect a
huge amount of media enquiries asking for our views. You have to plan
ahead whenever you can  preparing acomment in anticipation of Budget proposals for example, or be ready with advice if the weather turns
cold  or hot! You keep in touch with what is happening in Parliament to ensure you are aware of forthcoming legislation. When the
government announces its proposals on long-term care, you should be
ready to respond.
Help the Aged is a highly visible charity with strong local roots. This
visibility provides plenty of opportunities for public relations and promotion. Shops on the nations high streets and the mini-buses provided
for groups all over Britain raise Help the Ageds profile at the
local level where important fundraising activities take place. Project Fundraising Advice programmes, where people work in partnershi p with
other groups and charities, provide plenty of strong local stories and raise
local awareness of Help the Aged.
The same is true of innovative campaigns that the Charity runs. For
example, the joint project with the Rural Development Commission,
Growing Old in the Countryside, focuses attention on a neglected
area  the specific problems faced by elderly people in rural areas. Here
is a classic case where we need to draw attention to the fact that the proportion of older people living in the countryside is actually greater than
in urban areas, and refute the common perception that only city dwellers
suffer from poverty and isolation.
Whether in town or country the Charity distributes free information and advice leaflets to older people and their carers, currently two
million every year. The leaflets attract media coverage because of their
value and accuracy. Help the Aged senior staff are always available for
media interviews on these subjects and on important research papers
which are published on crucial topics such as long-term care and safety in transport. Media training is just as important for a charity as it is
for directors of commercial companies  these days everyone has to
know the value of a soundbite.
The number one enemy of charity public relations is undiluted worthiness. Help the Aged strongly believes in raising its public profile by
emphasising the fun in fundraising. That is why the SportAge activities
are so successful, with hundreds of activities and events every year. Like
in any active public relations group, the generous support got from show385

business personalities is also welcomed. The membershi p of the Stage
for Age reads like a Whos Who of the world of entertainment.
Sometimes an unexpected endorsement can have a big impact. For
instance, who can calculate the value of Samantha Fox describing Help
the Aged as my favourite charity in an off the cuff remark during the
National Lottery draw on BBC1?

9.16. Sponsorship
The word sponsorship first entered the English language at the turn
of the nineteenth century, when it was used in a novel to describe those
called to stand and witness church baptisms. Like so many other words,
it has now come to represent something entirely different in the
modern world of business and brand promotion  but its impact has been
equally uplifting.
Clearly, sponsorshi p and sponsors have moved along way from the
Protestant interpretation nearly 200 years ago. The path was created primarily by a series of patrons who, during the Victorian age, devoted
enormous time and resources to supporting causes that set them apart,
both as individuals and as business entrepreneurs.
One of the most gifted and successful patrons of his illustrious
generation was Sir Thomas Li pton, founder of the world-famous tea
company that still bears his name. He was also the founder of what remains as the worlds most prestigious and famous ocean racing event,
now known as the Americas Cup (so named after it was won at the
first attempt by the American challenger off the Isle of Wight in 1851).
Sir Thomas was a true marketing genius who used his investment in
an exciting new event to increase international awareness of his teas and
expand the sales of his flourishing domestic grocery store chain. Just think
what he might have achieved had his own yacht been successful in the
choppy waters of the Solent!
Perhaps what Sir Thomas demonstrated most of all was a capacity
to measure the level of risk involved (sinking boats and potential loss of
life) against the degree of initiative required to deliver his main objective
to put Li pton teas on the map of the world.
In fact, combining risk with initiative is a common factor not only
among successful entrepreneurs of the past, but also, effective sponsorshi ps of the future.
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Sir Thomas was much more than simply a patron of ocean racing.
He set out to gain commercial advantage from his investment and
devised ways in which he could exploit the interest he created. His was
a fresh approach that distanced him from numerous Victorian patrons of
the arts.
Ironically, the origins of commercial sponsorshi p as we know it
today are attributed to the arts. In 1931 the Philco company sponsored
the Philadelphia Symphony Orchestra and established a trend that
others were quick to follow.
But perhaps the boom period for sponsorshi p came 30 years later,
when the tobacco companies found themselves increasingly restricted in
the conventional areas of advertising and turned to sponsorship to create
awareness for a growing number of different brands. It heralded the transformation of top class sport and entertainment, and set the blueprint
for sponsorshi p for years to come. What marked the period for
special attention was the extent of innovations introduced to distinguish
one brand from another. Some visionary sponsorshi ps, like the Rothmans Cricket Cavaliers, introduced a completely new dimension into the
sport  in this case, Sunday cricket  that secured a commercial
arrangement of mutual benefit.
At that time, sponsorship was seen simply as acost-effective, legitimate alternative to traditional advertising; one that enabled the sponsor
to stand out from the crowd and even shape the image it wished to portray; and one that gave the reci pient sport a new status and source of
income.
Today, sponsorship has its own rightful place in the marketing mix
and is seen to offer specific benefits that neither advertising or public
relations alone can deliver.
Most important of all, sponsorshi p can bond a company or brand
closer to its ultimate markets and create a climate for sales success that
is beyond any other form of promotion because it works at several
levels  branding, corporal hospitality, staff relations, community relations and sale development.
In some areas, like motor racing  the most heavily sponsored sport
in the world  sponsorship actually dictates the role of other marketing
disci plines, and brings global prestige an awareness.
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9.17. Environmental public relations
The last 20 years have seen a huge increase in public concern over
environmental issues. Every day newspapers are full of stories with an
environmental angle  holes in the ozone layer, diminishing fish stocks,
endangered species, destruction of the rainforests, increases in radiation
levels, pollution of rivers and so on. It seems that, as we get nearer to
the turn of the century the entire human race is becoming more focused
on the potential degeneration and ultimate destruction of the planet. Will
future generations find us guilty of gross neglect and dereliction of our
global duty? This is a question more and more people seem to be asking.
This sentiment is largely behind public outcry over two decisions
taken in 1995 with major potential for impact on the environment 
namely the resumption of nuclear testing by the French in the South
Pacific and Shells decision to sea-dump its disused Brent Spar oil rig.
The public determination to try and turn these decisions around by
hitting those concerned in their pockets  by boycotting Shell petrol
stations and refusing to buy French products  is another new phenomenon which corporations ignore at their peril when handling sensitive environmental issues. In Shells case, it was certainly a prime mover
in making the company swiftly review its policy. Meanwhile, the French
government faced increasing flak from its own electorate, and an already
struggling economy felt the backlash from overseas buyers, irate at what
they considered to be an arrogant and entirely intransigent French stance
on the issue.
Reflecting the increase in public environmental awareness, national governments are learning to address a wide range of environmental
issues through the introduction of new legislation to cover areas as
diverse as improved effluent pollution controls to the protection of
endangered birds and animals. It is fair to say that there has been more
environmental legislation passed by UK and European Community
(EC) governments in the last ten years than in the previous century. And
this shows no signs of letting up as the pressure to improve environmental standards increases.
With this background of heightened public awareness and evergrowing legislation, it is essential for every commercial enterprise to be
clear where it stands on the environmental issues which may affect its
operations. The less enlightened will do the legal minimum and justify
a reluctance to go further by quoting the extra costs involved. More intelligent companies will embrace the issues, make bold decisions and
seize the environmental opportunities to gain a competitive edge.
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Public relations can play a vital role in the management process on two
counts when dealing with environmental issues. First, it is the antenna
which provides management with information and monitors changing
public attitudes to relevant environmental issues. Second, it can provide
the communications advice and skills necessary to actively present a companys environmental policy and actions to its target audiences.
However, just telling people may not be enough  as Brent Spar
taught Shell. The comments of John Whybrew, corporate affairs director of Shell UK should be etched on the hearts of all public relations
practitioners. He said, What Brent Spar taught us is that being open
isnt sufficient when you are dealing with a highly sensitive decision.
Youve got to make more effort to listen as well as explain.
This sentiment is reflected in Shells subsequent decision to invite
suggestions from companies and the public to help dispose of the rig
in a manner acceptable to the environment. It made a strong commitment to cooperate with Greenpeace whose (now acknowledged) misinformation, gladly regurgitated in the media, at first succeeded in
making Shells management lose face so spectacularly when it decided
to abandon sea-dumping at very short notice.
What a pity that a process of public consultation wasnt embarked upon
in the first place, scoring lots of brownie points with the public at the
same time. By demonstrating awareness of publics concerns, Shell could
have at least been seen to have openly considered all the options, even
if at the end of the exercise sea-dumping was scientifically shown to be
the best means of disposal from an environmental point of view. It would
have been much more difficult to mount a sustainable argument against
the company in those circumstances.

Vocabulary
sentiment  ÷óâñòâî, ìíåíèå
outcry  ïðîòåñò
resumption  âîçîáíîâëåíèå, ïðîäîëæåíèå
rig  áóðîâàÿ âûøêà, îáîðóäîâàíèå
peril  îïàñíîñòü, ðèñê
flak  çàùèòíàÿ
backlash  íåáëàãîïðèÿòíàÿ ðåàêöèÿ
irate  ãíåâíûé, ðàçãíåâàííûé

intransigent  íåïðèìèðèìûé, íå
èäóùèé íà êîìïðîìèññ
stance  ïîçèöèÿ
effluent  âûòåêàþùèé, ïðîñà÷èâàþùèéñÿ
to etch  ãðàâèðîâàòü
to regurgitate  õëûíóòü îáðàòíî,
èçâåðãàòü
brownie points  îáúåêòèâû ôîòîàïïàðàòîâ
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9.18. Conclusion. Looking to the future
If one looks ahead to the future it is not unreasonable to assume that
interest in the following environmental issues will intensify:
• More legislation from governments to reduce pollution, harmful
emissions and landfill dumping coupled with more environmental
protection measures.
• Stiffer implementation of the polluter pays principle including
increased taxes and charges for landfill disposal.
• Growing pressure from environmental authorities and customers
for newer pollution-free manufacturing technologies to reduce
emission levels.
• A better informed and educated public, led by more well-organised and highly articulate pressure groups, eg Green-peace,
Friends of the Earth etc.
• Growing demands from the consumer and possible tax incentives
to invest in recycling initiatives, products and packaging. Consumer
boycotts of products manufactured by environmentally
insensitive companies are likely to increase.
• Improved monitoring (better technology and increased resources)
to measure environmental performance of companies across a wide
range of disci plines.
• Growing shareholder pressure on companies to demonstrate their
environmental credentials by preparation and implementation of
environmental policies. More emphasis to be devoted to these
issues in company annual reports.
• Increased pressure on civil engineers and developers to defend new
proposals for roads and civil engineering projects against charges
of environmental damage.
• Constant media interest in all things environmental and exposure
of poor performers by pressure groups. Publicity stunts to
embarrass major polluters are likely to increase.
This list provides a daunting agenda of issues for the public relations
practitioner to address. As stated earlier, those commercial enterprises
which will succeed into the next millennium will be the ones that take
heed of growing environmentalism and carefully consider where this
is most likely to have an impact on their own operations.
Being ahead of the game by regularly auditing current practices 
technology, emissions, wastage levels, packaging, recycling opportuni390

ties  is the only way forward. The real winners will be those who, like
some of the examples quoted here, are able to combine an environmental
plus with a business gain and successfully communicate this to
target audiences.
Failure to keep abreast of growing environmental pressures and adapt
accordingly will only result in a company being relegated to a secondclass player in an increasingly educated and environmentally aware
marketplace.

Vocabulary
daunting  óñòðàøàþùèå, çàïóãèâàþùèå
heed  âíèìàíèå, îñòîðîæíîñòü

to keep abreast of  èäòè â íîãó ñ,
íå îòñòàâàòü îò
to relegate  ïåðåâîäèòü â íèçøóþ
ëèãó, ññûëàòü, îòíîñèòü

Vocabulary practice
Below you will see extracts from a presentation. You must complete each blank with a word or phrase from the list below. Use each
item from the list once only. (7)
Purpose
Priorities
Finally,
Next,

First of all,
May I begin
As you know,
In other words,

up to date
to sum up
as a whole
As far as

at such short notice
On the contrary,
On the other hand,
draw your attention

1 ......... by welcoming you all, especially as this meeting has had to
be called
2 .......... .
3 .......... ,our latest project has been the target of intense speculation
in the media during the last few days, and the
4 ......... of this presentation is to bring you
5 ......... on what has been happening.
6 .......... .., Id like to refresh your memories as to the background
to the project.
7 .......... , Ill give you a broad outline of what weve achieved so far.
8 .......... , Ill try to give an indication of what our
9 ......... will be over the next few months.
If I can 10......... to the month of July, you will notice that there was
anunexpected fall in overseas sales.
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11 ......... domestic sales are concerned, you can see that growth has
been sustained.
If we look at the figures for Europe 12.......... and Germany in particular,
we can see some quite encouraging trends.
We dont fear competition. 13.......... ,we welcome it.
We could open a branch there. 14.........., we may be better advised to
look for a good agent to represent us.
This is a time when we must consider our options carefully. 15.........,
we should not rush into making any decisions.
So, 16......... then, dont believe everything the media tells you. Weve
had a few problems but the future looks bright.
Answer the questions
What is the role of PR in the marketing mix?
What is the difference between advertising and public relations?
What can public relations assist in shaping the messages?
What are the four Ps?
What are the word partnerships which create favourable impression
of the product?
6. What is the role of internal communication?
7. What are some communication techniques?
8. Give the definition of community relations.
9. What can a community relations programme benefit?
10. What are methods used in a community relations proramme based
on?
11. Give the definition of financial public relations. What is the basic
task?
12. What is a twin area of financial communication?
13. Is it relevant whether the expertise comes from in-house or consultancy?
14. What is politics?
15. What distinguishes politics from political activity?
16. What are political parties?
17. What is democracy?
18. Explain such concepts as the executive, the state, the government.
19. What is the role of central government?
20. What are the major functions of local governments?
21. What is the role of civil servants?
1.
2.
3.
4.
5.
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22.
23.
24.
25.
26.
27.
28.
29.
30.

What does the term lobbying usually describe?
What do lobbyists work for?
What is public affairs?
What are the activities involved in public affairs?
What is business to business public relations?
Why are the customers the rulers?
What is the role of trade press?
What do Public relations do for non-commercial organisations?
What environmental issues are of current public concern? What environmental issues will intensify?

Translate
1. Óïðàâëÿåìûé ïðîöåññ îáùåíèÿ îäíîé ãðóïïû ëþäåé ñ äðóãîé
íàçûâàåòñÿ PR. 2. PR ñîäåéñòâóåò ïîïûòêàì îäíîé ãðóïïû ñêëîíèòü
äðóãóþ ãðóïïó ê ñâîåé òî÷êå çðåíèÿ. 3. PR  ýòî ìåòîä îïðåäåëåíèÿ
ñîîáùåíèé è ïåðåäà÷à èõ îïðåäåëåííûì, çàïëàíèðîâàííûì
àóäèòîðèÿì, ÷òîáû ïîâëèÿòü íà æåëàåìûé îòâåò. 4. ×òîáû ïåðåäàòü
ñîîáùåíèå, ðåêëàìà ïîëüçóåòñÿ îïëà÷åííûì ìåñòîì è âðåìåíåì â
ñðåäñòâàõ ìàññîâîé èíôîðìàöèè. 5. Ñàìûå óñïåøíûå ìàðêåòèíãîâûå
ïðîãðàììû  ýòî òå, êîòîðûå ýôôåêòèâíî êîîðäèíèðóþò ðåêëàìó,
ñâÿçè ñ îáùåñòâåííîñòüþ, ñòèìóëèðîâàíèå ñáûòà, äèçàéí è
íåïîñðåäñòâåííûé ñáûò. 6. PR  ýòî ñîçäàíèå êîììóíèêàòèâíûõ
ñòðàòåãèé è ñîîáùåíèé äëÿ ïåðåäà÷è èõ öåëåâîé àóäèòîðèè, ÷òîáû
ñîçäàòü áëàãîïðèÿòíûå óñëîâèÿ äëÿ ñâîèõ êëèåíòîâ. 7. Êîñóëüòàöèè
ïðåäëàãàþò ñâÿçè ñî ñðåäñòâàìè ìàññîâîé èíôîðìàöèè êàê ñâîé
îñíîâíîé òîâàð, îäíàêî ÷ëåíû Àññîöèàöèè Êîíñóëüòàöèé ïî
ñâÿçÿì ñ îáùåñòâåííîñòüþ òàêæå ïðåäîñòàâëÿþò ýêñïåðòèçó â òàêèõ
ñôåðàõ, êàê ñâÿçè ñ èíâåñòîðîì, ëîááèðîâàíèå, ïðîèçâîäñòâåííûå
îòíîøåíèÿ, óïðàâëåíèå êðèçèñîì, îïðåäåëåíèå ïðîáëåìû, çàïóñê
òîâàðà íà ðûíîê, êîðïîðàòèâíûé äèçàéí è ò. ä. 8. PR  ýòî
ãëàñíîñòü, ñîäåéñòâèå ïðîäâèæåíèþ íà ðûíêå, îáùåñòâåííûå
îòíîøåíèÿ, ðåêëàìà è ñîçäàíèå îáùåñòâåííîãî ìíåíèÿ.
9. Ëîááèðîâàíèå (îáùåñòâåííûå îòíîøåíèÿ) ÿâëÿþòñÿ
ñïåöèàëèçèðîâàííîé ÷àñòüþ ñâÿçåé ñ îáùåñòâåííîñòüþ, êîòîðîå
ñòðîèò è ïîääåðæèâàåò îòíîøåíèÿ ñ ïðàâèòåëüñòâîì, ÷òîáû âëèÿòü
íà çàêîíîäàòåëüñòâî è ïðèìåíÿòü åãî. 10. Åñëè ðåêëàìà  ýòî òî,
÷òî êîìïàíèÿ ãîâîðèò î ñåáå, òî ÐR  ýòî òî ÷òî, ãîâîðÿò î íåé
äðóãèå. 11. Êîðïîðàòèâíûé èìèäæ íà÷èíàåòñÿ ñ êîðïîðàòèâíîãî
ëîãîòèïà. 12. Ëîãîòèï  ýòî âèçóàëüíàÿ ïðåçåíòàöèÿ, êîòîðàÿ
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àññîöèèðóåòñÿ ñ îïðåäåëåííîé îðãàíèçàöèåé è èñïîëüçóåòñÿ êàê
÷àñòü ñõåìû êîðïîðàòèâíîé èäåíòè÷íîñòè. 13. Ïðàâèëà è èíñòðóêöèè
âñåìèðíîãî ôîíäîâîãî ðûíêà è ðûíêà öåííûõ áóìàã, çàïóòàííîñòü
áóõãàëòåðñêèõ ñòàíäàðòîâ íåèçáåæíî ïðåâðàòèëè ôèíàíñîâûå PR â
ñëîæíóþ ñïåöèàëüíîñòü. 14. Âñÿ êîììóíèêàòèâíàÿ äåÿòåëüíîñòü
îñíîâûâàåòñÿ íà òîì ïðîñòîì ôàêòå, ÷òî äåíüãè èìåþò ñâîþ
ðåàëüíóþ öåííîñòü òîëüêî êàê èíâåñòèöèè è ÷òî èíâåñòîðû  ýòî
ëþäè. 15. Êîðïîðàòèâíàÿ ðåïóòàöèÿ êîìïàíèè è åå ðóêîâîäñòâà
ÿâëÿåòñÿ îñíîâíûì ôóíäàìåíòîì, íà êîòîðîì ñòðîÿòñÿ ôèíàíñîâûå
PR. 16. Ñëîæíîñòü è ðåãóëèðîâàíèå â ñôåðå ôèíàíñîâîé èíôîðìàöèè
äåëàåò îñîáåííî âàæíûì òî, ÷òî âñåãäà åñòü êòî-òî ñî çíàíèåì êàê
êîíêðåòíîé êîìïàíèè, òàê è ôèíàíñîâîãî ðûíêà. 17. Èñõîäèò ëè
ýêñïåðòèçà îò âíóòðåííåãî îòäåëà îðãàíèçàöèè èëè îò íåçàâèñèìîé
êîíñóëüòàöèè  ñîâåðøåííî íåñóùåñòâåííî. 18. Çàùèòà îñîáûõ
èíòåðåñîâ  ýòî áîëåå óçêèé òåðìèí, ÷åì ëîááèðîâàíèå. 19. Òåðìèí
«ëîááèðîâàíèå» èñïîëüçóåòñÿ â áîëåå øèðîêîì ñìûñëå è âêëþ÷àåò
â ñåáÿ ïîïûòêè îêàçàòü âëèÿíèå íà ïðàâèòåëüñòâî êàê â ÷àñòíûõ,
òàê è â îáùåñòâåííûõ èíòåðåñàõ. 20. Ëîááèðîâàíèå âêëþ÷àåò
äåÿòåëüíîñòü êîðïîðàöèé è ïðîôñîþçîâ ïî çàùèòå ñâîèõ
ýêîíîìè÷åñêèõ èíòåðåñîâ, ïîìèìî äåÿòåëüíîñòè íå èìåþùèõ
ýêîíîìè÷åñêèõ èíòåðåñîâ îáùåñòâåííûõ ãðóïï, ïðåñëåäóþùèõ
îïðåäåëåííûå öåëè. 21. Êåííåäè ïèñàë: «Ìíîãèå ëîááèñòû 
êâàëèôèöèðîâàííûå òåõíè÷åñêèå ñïåöèàëèñòû, ñïîñîáíûå
ðàçúÿñíèòü ñëîæíûå è òðóäíûå òåìû ÿñíûì è ïîíÿòíûì ÿçûêîì.
22. Ëîááèñòû âûïîëíÿþò âàæíóþ ðîëü â çàêîíîäàòåëüíîì ïðîöåññå.
23. Ëîááèñòû ðàáîòàþò íàä òåì, ÷òîáû ðàñøèðèòü íàó÷íûå
èññëåäîâàíèÿ â îáëàñòè ìåäèöèíû, îáåñïå÷èòü çàùèòó îçåð è ðåê,
óëó÷øèòü àâòîìàãèñòðàëè, ïðîäîëæèòü ðåàëèçàöèþ ïðîãðàììû
ñòóäåí÷åñêèõ çàéìîâ è îáåñïå÷èòü çàùèòó ñâîáîäû âåðîèñïîâåäàíèÿ.
24. Ãðóïïû çàùèòû îñîáûõ èíòåðåñîâ ïîìîãëè ïðèíÿòü ðàçëè÷íûå
çàêîíû  íà÷èíàÿ îò çàêîíîâ î çàùèòå îñíîâíûõ ãðàæäàíñêèõ ïðàâ
è çàêàí÷èâàÿ ïàêåòîì çàêîíîïðîåêòîâ î ñîêðàùåíèè áþäæåòíîãî
äåôèöèòà, êîòîðûé ñîäåéñòâîâàë ôîðìèðîâàíèþ ñáàëàíñèðîâàííîãî
ôåäåðàëüíîãî áþäæåòà. 25. Ñïåöèàëèñò â îáëàñòè PR
à) êîíñóëüòèðóåò íà îñíîâå çàêîíîâ ïîâåäåíèÿ ÷åëîâåêà;
á) âûÿâëÿåò âîçìîæíûå òåíäåíöèè è ïðåäñêàçûâàåò èõ
ïîñëåäñòâèÿ; â) èçó÷àåò îáùåñòâåííîå ìíåíèå, îòíîøåíèÿ è
îæèäàíèÿ ñî ñòîðîíû îáùåñòâåííîñòè, ðåêîìåíäóåò íåîáõîäèìûå
ìåðû äëÿ ôîðìèðîâàíèÿ ìíåíèÿ è óäîâëåòâîðåíèÿ îæèäàíèÿ.
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26. PR îòëè÷àþòñÿ îò, ñêàæåì, áóõãàëòåðèè òåì, ÷òî ÷åëîâåê íå
ìîæåò ðàáîòàòü ýôôåêòèâíî è â ïîëíóþ ñèëó â îðàíèçàöèè, åñëè
îí íå âåðèò â íåå èëè â åå ïðîäóêöèþ. 27. Ïîëèòèêà  ýòî òî, êàê
ìû ïîíèìàåè è ñòðîèì ñâîè îáùåñòâåííûå îòíîøåíèÿ. 28. Ïîëèòèêà
òåñíî ñâÿçàíà ñ äðóãèìè îáëàñòÿìè çíàíèé: òàêèìè êàê ýêîíîìèêà,
ñîöèîëîãèÿ, ãåîãðàôèÿ è èñòîðèÿ. 29. Ïðàâèòåëüñòâåííûå îðãàíû è
ïîëèòè÷åñêèå ïàðòèè îïðåäåëÿþò ñâîþ äåÿòåëüíîñòü êàê
ïîëèòè÷åñêóþ. 30. Óñòàíîâëåíèå êîíòàêòîâ ñ ïðàâèòåëüñòâîì
ïðåâðàòèëîñü â ñàìîñòîÿòåëüíóþ èíäóñòðèþ.
Keys: 1) 1b, 2c, 3a, 4d, 5a, 6c, 7a, 8b, 9a, 10b, 11c, 12a, 13d, 14c, 15c.
2) Set1 1g, 2e, 3b, 4f, 5c, 6a, 7d, 8h. Set2 1b, 2a, 3e, 4g, 5h, 6d,
7f, 8c.
3) 1b, 2d, 3a, 4b, 5d, 6a, 7b, 8a, 9d, 10a, 11c, 12b, 13d, 14a.
4) 1b, 2d, 3a, 4b, 5b, 6a, 7d, 8a, 9c, 10d, 11c, 12d, 13a, 14a.
5) 1. woo; 2. teething problems; 3. thorny problem; 4. ride roughshod; 5. undermine; 6. on the grapevine; 7. carry the can; 8. ride
the storm; 9. hefty knock; 10. wiped off; 11. type-cast; 12. rubber- stamp; 13. fall by the wayside; 14. a dawn raid; 15. nose-dive.
6) 1 black; 2 black; 3 green; 4 green; 5 black... white; 6 white;
7 red; 8 red; 9 grey; 10 red; 11 black; 12 white; blue; 14 red;
15 green; 16 black.
7) 1. May I begin; 2. at such short notice; 3. As you know; 4. pur
pose; 5. up to date; 6. First of all; 7. Next; 8. Finally; 9. priorities;
10. draw your attention; 11. In other words; 12. to sum up.
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