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I. Введение

Данные методические указания предназначены для студентов I, II курсов ФДО экономических специальностей (обучение-6-лет). В методических указаниях содержатся тексты с лексическим справочником и заданиями для самостоятельной работы для 1-4 семестров.

Указания по работе с текстами для самостоятельной работы дома (10 тыс. знаков).

1. Работая над текстом, выписывайте и запоминайте в первую очередь строевые слова.

2. Пользуйтесь при работе над текстами англо-русским экономическим словарем  терминов.

3. Перед тем как выписывать слово, следует установить, какой частью речи оно является.

4. Выписывайте слова, отбрасывайте окончания и находите исходную (словарную) форму слова.

5. Помните, что в каждом языке слово может иметь несколько значений. Отбирая в словаре подходящее по значению русское слово, следует исходить, прежде всего, из его грамматической функции, а также учитывать его значение в данном контексте.

6. Помните, что при сдаче текстов на зачете нельзя пользоваться сплошным переводом, необходимо составить лексический минимум по каждому тексту

Тексты для самостоятельной работы   

специальность Бухучет, ЭУС, МЕНДЖМЕНТ, ГМУ
 I семестр
Outside Sources of Financing

                                             Vocabulary

	Слово
	Перевод

	Be concerned (with)
	Быть связанным (с)

	Obtain
	Получать, приобретать

	Involve
	Включать в себя

	Careful
	Тщательный

	Provide
	Обеспечивать

	Income
	Доход

	Sale profit
	Продажа

	Profit
	Прибыль

	Revenue
	Годовой доход, выручка

	Flow
	Поступать

	Evenly
	Равномерно

	Expense
	Расход

	Vary
	Изменяться

	Temporary
	Временно

	Purchase
	Покупать

	Facility
	Оборудование, комплекс оборудования

	Expand
	Расширять

	Require
	Требовать

	Be available
	Быть в наличии

	Look for
	Искать

	Outside
	Внешний

	Source
	Источник

	Term
	Срок

	Short-term
	Краткосрочный

	Long-term
	Долгосрочный


 Short-term financing

	Repay
	Bозвращать (деньги)

	Business practice
	Деловая практика

	Affect
	Влиять (на)

	Cash
	Денежная наличность, денежные средства

	Cash flow
	Движение наличности

	Sufficient
	Достаточный

	Cover
	Покрывать 

	Ideal
	Идеал

	Offer
	Предлагать

	Imbalance
	Дисбаланс

	Until
	До

	Transaction
	Сделка, деловая операция (торговая)

	Unanticipated
	Непредвиденный

	Inventory
	Товарные запасы, ТМЗ – товарно-материальные запасы 

	manufacturer
	Изготовитель

	Wholesaler
	Оптовый торговец, оптовик

	Retailer
	Розничный торговец

	Moreover
	Кроме того 

	Ultimate
	Конечный

	Borrow
	Занимать

	Sales revenue
	Доход от продажи

	Supplies
	Запасы (товара), товарные ресурсы

	Rent
	Арендная плата

	Cost
	Стоимость, зарплата

	Build up inventories
	Создать запасы товара

	Again
	Кроме того, к тому же

	Merchandise
	Товары


Long-term financing

	Execute
	Осуществлять

	Merger
	Слияние (предприятий)

	Marketing
	Продажа

	Replace
	Заменять


	Equipment
	Оборудование

	Obsolete
	Устаревший

	Inefficient
	Неэффективный


	Encourage
	Способствовать

	Prompt
	Своевременный

	Cash discount
	Скидка за наличный расчет

	Specify
	Конкретизировать


Financial management consists of all those activities that are concerned with obtaining money and using it effectively. Effective financial management involves careful planning. It begins with a determination of the firm’s financial needs.

Money is needed to start a business. Then the income from sales could be used to finance the firm’s continuing operations and to provide a profit.

But sales revenue does not generally flow evenly. Income and expenses are high or income is low. Then, the need to purchase a new facility or expand an existing facility may require more money than is available within a firm. In these cases the firm must look for outside sources of financing. Usually it is short – or long-term financing.

1. Short-term financing is money that will be used for one year or less and then repaid.

There are many short-term financing needs. Two deserve special attention. First, certain necessary business practices may affect a firm’s cash flow and create a need for short-term financing.

Cash flow is the movement of money into and out of an organization. The ideal is to have sufficient money coming into firm, in any period, to cover the firm’s expenses during that period. But the ideal is not always achieved. For example, a firm that offers credit to its customers may find an imbalance in its cash flow. Such credit purchases are generally not paid until thirty or sixty days (or more) after the transaction. Short-term financing is then needed to pay the firm’s bills until customers have paid their bills. Unanticipated expenses may also cause a cash-flow problem.

A second major need for short-term financing that is related to a firm’s cash-flow problem is inventory.

Inventory requires considerable investment for most manufactures, wholesales, and retailers. Moreover, most goods are manufactured four to nine months before they are sold to the ultimate customer. As a result, manufacturers often need short-term financing. The borrowed money is used to buy materials and supplies, to pay wages and rent, and to cover inventory costs until the goods are sold. Then, the money is repaid out of sales revenue. Additionally, wholesalers and retailers may need short-term financing to build up their inventories before peak selling periods. Again, the money is repaid when the merchandise is sold.

2. Long-term financing is money that will be used for longer period than one year. Long-term financing is needed to start a new business. It is also needed for executing business expansion and mergers, for developing and marketing new products, and for replacing equipment that becomes obsolete or inefficient.

The amounts of long-term financing needed by large firms can be very great.

Answer the questions:

1. What skills must a manager develop for effective activity?

2. What is skills are very important for top managers and why?

3. Why must managers develop a decision-making ability?

4. What skill must a manager have to determine the most important problem of many other problems?

5. What skill is a decisive factor of a manager’s success and why?

6. What ability helps to understand the needs and motives of other people and to have good psychological atmosphere inside the organization?

7. Who has the closest connection with the production process: top managers or fist-line managers?

8. Do top managers need the knowledge of the technical sphere of the production? 

Accounting

General definition of accounting

	General
	Общий

	Account
	Счет

	Accounting
	(бухгалтерский) учет, ведение счетов

	Impossible
	Невозможный

	Manage
	Руководить, управлять

	Without
	Без

	Accurate
	Точный

	Lender
	Кредитор, заимодавец

	Stockholder
	 Акционер

	Agency
	Ведомство, орган

	Rely (on)
	Полагаться (на)

	Statement
	Отчет

	Report
	Отчет, сообщать (о)

	Balance sheet
	Балансовый отчет, баланс

	Income statement 
	Отчет о доходах

	Summary
	Обобщенный отчет, итоги

	Specific
	Конкретный

	Represent
	Представлять

	Perhaps
	Возможно

	Transaction
	Сделка, деловая операция

	Occur
	Происходить, иметь место

	Accounting period
	Отчетный период

	Needed
	Нужный

	Client
	Клиент

	Confuse
	Смешивать (в уме), путать

	Bookkeeping
	Счетоводство, ведение бухгалтерских книг, бухгалтерия

	Responsible
	Ответственный

	Record
	Записывать, вести учет


	Data
	Данные

	Process
	Обрабатывать

	User
	Пользователь

	Provide
	Обеспечивать

	Deal (with)
	Иметь отношение (к)

	Revenue
	Доход


	Accounts (debt) receivables
	Дебиторская задолженность ( долг, который следует получить компании), счета дебиторов, счета к получению

	Amount
	Сумма

	Borrow
	Занимать, брать взаймы

	Owe
	Быть должным

	Profit
	Выгода, прибыль

	Investment
	Инвестиция, инвестирование

	Return on investment
	Прибыль на инвестированный капитал

	And the like
	И тому подобное

	Compile
	Собирать

	Sales territory
	Территория продажи

	Store
	Магазин

	Individual salesperson
	Отдельный продавец

	Division
	Сектор

	Department
	Отдел

	Generally
	Вообще

	In any way
	В любой форме

	Set goals
	Ставить цели

	Control
	Контролировать, управлять

	Evaluate
	Оценивать 

	Potential investor
	потенциальный инвестор

	Soundness
	Надежность

	Confirm
	Подтвердить

	Tax
	Налог

	Liability
	Пассив, задолженность

	Payroll
	Платежная ведомость (по зарплате)

	Deduction
	Удержание, вычеты

	Approve
	Утверждать, одобрять

	Issue
	Выпуск

	Stock
	Акции, ценные бумаги

	Bond
	Облигация

	Provide
	Предоставлять

	In the required form
	В требуемом виде


The basis for the accounting process

	Basis
	Основа

	Accounting equation
	Бухгалтерская сбалансированность (дебет и кредит)

	Relationship 
	Соотношение

	Assets
	Активы, авуары, 

актив баланса

	Own
	Владеть

	Item of value
	Материальные ценности

	Owner
	Владелец, собственник

	Debt
	Долг

	Obligation
	Обязанность, обязательство

	Owner’s equity
	Собственный (уставной) акционерный капитал

	Pay off
	Расплачиваться (с)

	Term
	Здесь понятие, значение

	Sole
	Единоличный

	Proprietorship
	Право собственности

	Partnership
	Партнерство, товарищество

	Share
	Доля

	Report
	Сообщать

	Is referred (to)
	Называться

	Stockholder’s equity
	Доля акционера

	Retained earning
	Нераспределенная прибыль

	Accumulate
	Накапливать(ся)

	To date
	К определенному времени

	Move
	Переставлять

	Above
	Вышеуказанный

	Algebraically
	Алгебраически

	Obtain
	Получать


A balance sheet

	Statement
	Отчет

	Summary
	Сводка, краткое изложение

	Particular
	Конкретный

	Various
	Различный

	Enter
	Входить

	Demonstrate
	Показывать

	Indeed
	Действительно

	Balance
	Уравновешиваться

	That is
	То есть

	Prepare
	Готовить

	At least
	По крайней мере

	Once
	Один раз

	Semiannually
	Раз в полгода

	Quarterly
	Ежеквартально


An income statement

	Income statement
	Отчет, счет прибылей

 (и убытков)

	Summary
	Сводка

	Cover
	Охватывать, учитывать

	Previous
	Предыдущий

	Annual report
	Годовой отчет


The importance of the above two statements

	Importance
	Важность

	Compare
	Сравнивать

	Competitor
	Конкурент

	A number (of)
	Ряд

	Ratio
	Соотношение, коэффициент

	Compute
	Вычислять

	Provide
	Давать

	Profitability
	Доходность

	Account receivable
	Сумма, причитающаяся к получению, дебиторская задолженность

	Long-term
	Долгосрочный

	Debt financing
	Долговое финансирование (т.е. путем получения займов)

	Like 
	Как

	Those
	Здесь заменяет слово''отчеты''

	Accounting period
	Отчетный период

	Average
	Средняя величина

	As a whole
	В целом


1.General definition of accounting

Today, it is impossible to manage a business operation without accurate and timely accounting information. Managers and employees, lenders, suppliers, stockholders, and government agencies all rely on the information contained on two financial statements. These two reports – the balance sheet and the income statement – are summaries of a firm’s activities during a specific time period. They represent the results of perhaps tens of thousands of transactions that have occurred during the accounting period.

Accounting is the process of systematically collecting, analyzing, and reporting financial information. The basic product that an accounting firm sells is information needed for the clients.

Many people confuse accounting with bookkeeping. Bookkeeping is a necessary part of accounting. Bookkeepers are responsible for recording (or keeping) the financial documents that the accounting system processes.

The primary users of accounting information are managers. The firm’s accounting system provides the information dealing with revenues, costs, accounts receivables, amounts borrowed and owed, profits, return on investment, and the like. This information can be compiled for the entire firm; for each product; for each sales territory, store or individual salesperson; for each division or department; and generally in any way that will help those who manage the organization. Accounting information helps managers plan and set goals, organize motivate, and control. Lenders and suppliers need this accounting information to evaluate credit risks. Stockholders and potential investors need the information to evaluate soundness of investments, and government agencies need it to confirm tax liabilities, confirm payroll deductions, and improve new issues of stocks and bonds. The firm’s accounting system must be able to provide all this information, in the required form.

2. The basis for the accounting process

The basis for the accounting process is the accounting equation. It shows the relationship among the firm’s assets, liabilities and owner’s equity.

Assets are the items of value that a firm owns – cash, inventories, land, equipment, buildings, patents, and the like.

Liabilities are the firm’s debts and obligations – what it owes to others.

Owner’s equity is the difference between a firm’s assets and its liabilities – what would be left over for the firm’s owners if its assets were used to pay off its liabilities.

The relationship among these three terms is the following:

Owner’s equity = assets – liabilities

(The owner’s equity is equal to the assets minus the liabilities)

For a sole proprietorship or partnership, the owner’s equity is shown as the difference between assets and liabilities. In a partnership, each partner’s share of the ownership is reported separately by each owner’s name. For a corporation, the owner’s equity is usually referred to as stockholders’ equity or shareholders’ equity. It is shown as the total value of its stock, plus retained earnings that have accumulated to date.

By moving the above three terms algebraically, we obtain the standard form of the accounting equation.

Assets = liabilities + owners’ equity

(The assets are equal to the liabilities plus the owners’ equity)

3. A balance sheet

A balance sheet (or statement of financial position), is a summary of a firm’s assets, liabilities, and owners’ equity accounts at a particular time, showing the various money amounts that enter into the accounting equation. The balance sheet must demonstrate that the accounting equation does indeed balance. That is, it must show that the firm’s assets are equal to its liabilities plus its owners’ equity. The balance sheet is prepared at least once a year. Most firms also have balance sheets prepared semiannually, quarterly, or monthly.

4. An income statement

An income statement is a summary of a firm’s revenues and expenses during a specified accounting period. The income statement is sometimes called the statement of income and expenses. It may be prepared monthly, quarterly, semiannually, or annually. An income statement covering the previous year must be included in a corporation’s annual report to its stockholders

5. The importance of the above two statements

The information contained in these two financial statements becomes more important when it is compared with corresponding information for previous years, for competitors, and for the industry in which the firm operates. A number of financial ratios can also be computed from this information. These ratios provide a picture of the firm’s profitability, its short-term financial position, its activity in the area of accounts receivables and inventory, and its long-term debt financing. Like the information on the firm’s financial statements, the ratios can and should be compared with those of past accounting periods, those of competitors, and those representing the average of industry as a whole.

Answer the questions:

1. What is accounting? Give a short definition.

2. It is possible to manage a business operation without accurate and timely accounting information?

3. Who needs accounting information? Explain why.

4. What is the basis for accounting process?

5. State (изложите) the standard form of the accounting equation.

6. What is the balance sheet ? Give a short definition.

7. What must a balance sheet show?

8. What is an income statement?

9. What can be computed from the information contained in a balance sheet and an income statement?

10.  Do the ratios computed from this information provide a picture of a firm’s profitability and its financial position?

11. Is this information for competitors?

DEFINITION OF MANAGEMENT

VOCABULARY

	definition

management

base

science

scientific

knowledge

provide

apply

application

area

require

certain

ability

skill

here is

depending on

employ

a number of

particular

responsible

owner

sole proprietorship

the only

achieve

goal

resource

primary

be concerned

financial

human

equipment

product

assembly line

house

employee

assets

content

variety of

incentive

pay

flexible

recreational facilities

lengthy

paid vacation

inexpensive

etc. = cetera 

fund

meet obligations

grocery store

obtain

customer

wholesaler

buy

borrow

lend

tuition

income

endowment

grant

utility

bill

insurance premium

transaction

increasingly

environment

consumer market

competitor

generate

realize

specific

complex

goods

service
	Определение

управление, руководство, менеджмент

основывать

наука

научный

знание

обеспечивать, давать

применять

применение

область

требовать

определенный

способность

мастерство, умения (мн.число)

вот

в зависимости от

нанимать

ряд, множество

особый, специфический

ответственный

владелец

единоличная собственность; частное предприятие с одним владельцем; предпринимательство

единственный

достигать

цель

ресурс, источник

основной, оптимальный

заниматься, иметь дело с чем-либо

финансовый

человеческий, людской

оборудование

продукт, продукция

конвейер

размещать, вмещать

работник, служащий

активы, имущество предприятия

довольный, удовлетворенный

ряд, множество

стимул, побудительный мотив, мотивация

зарплата

гибкий

места отдыха и развлечений

длительный
оплачиваемый отпуск

недорогой

и т.д.

фонд, денежные средства

выполнять обязательства

продовольственный магазин

получать

покупатель, постоянный клиент

оптовик

покупать

занимать

ссужать, давать взаймы

плата за обучение

доход

пожертвование, благотворительный взнос

субсидия, безвозвратная ссуда

предприятие коммунального обслуживания

счет

страховая премия

(финансовая) операция, сделка

все более

(окружающая) среда

потребительский рынок

конкурент

возникать, появляться

осознать, понять

конкретный

сложный

товар, товары

услуга


Management is based on scientific theories and today we can say that it is a developing science.

But knowledge of theories and principles doesn’t provide practical results. It is necessary to know how to apply this knowledge. Practical application of knowledge in the management area requires certain abilities or skills. Here is an example:

Depending on its size, an organization may employ a number of specialized managers who are responsible for particular areas of management. A very large organization may employ many managers, each responsible for activities of one management area. In contrast, the owner of a sole proprietorship may be the only manager in the organization. He or she is responsible for all levels and areas of management. 

What is important to an organization is not the number of managers it employs but the ability of these managers to achieve the organization’s goals, and this ability requires a great skill.

In other words, the management is the process of coordinating the resources of an organization to achieve the primary organizational goals.

MAIN RESOURCES

Managers are concerned with the following main resources:

Material        Human          Financial         Informational       Organizational

resources      resources       resources         resources               goals

     1                      2                     3                       4

1. Material resources are physical materials and equipment used by an organization to make a product. For example, cars are made on assembly lines. These assembly lines and the buildings that house them are material resources.

2. The most important resources of any organization are its human resources – people. Some firms believe that their employees are their most important assets. To keep employees content, a variety of incentives are used, including higher-that-average pay, flexible working hours, recreational facilities, lengthy paid vacations, cafeterias offering inexpensive meals, etc.

3. Financial resources are the funds the organization uses to meet its obligations to various creditors. A grocery store obtains money from customers and uses a portion of that money to pay the wholesalers from which it buys food. A large bank borrows and lends money. A college obtains money in the form of tuition, income from its endowments, and federal grants. It uses the money to pay utility bills, insurance premiums, and professors’ salaries. Each of these transactions involves financial resources.

4. Finally, many organizations increasingly find they cannot ignore information. External environment – including economy, consumer markets, technology, politics, and cultural forces – are all changing so rapidly that an organization that does not adapt will probably not survive. And, to adapt to change, the organization must know what is changing and how it is changing. Companies are finding it is increasingly important to gather information about their competitors in today’s business environment.

It is important to realize that these are only general categories or resources. Within each category are hundreds or thousands of more specific resources, from which management must choose those that can best accomplish its goals. Managers must coordinate this complex group of specific resources to produce goods and services.

      Answer the questions.

1. What can you say about management in general?

2. Why does a large organization employ many managers?

3. What is important to an organization?

4. Does the ability to achieve organizational goals require a great skill?

5. What can you say about management as a process?

6. What main resources are managers concerned with?

7. What incentives are used to keep employees content? Why?

8. How does an organization obtain financial resources? Give some examples.

9. Is external environment including the economy, consumer markets etc. changing rapidly?

10. What must an organization do to survive?

MANAGEMENT SKILLS

VOCABULARY

	skill

activity

depend on

certain 

divide

decision-making

conceptual

interpersonal
1. A conceptual skill

ability

duty

fit together

proper

way

require (required)

super goals

develop

whole

2. A decision-making skill
choose (chose, chosen)

action

objective

implement

distribute

kind

responsible

carry out

3. An analytical skill
determine

identify

cause

especially

solve

complex

4.  An administrative skill
keep (to)

rule

specify

production

act

within

flow

5. A communicational skill
opinion

both… and…

orally

in writing

decisive

success

investigation

spend (spent, spent)

approximately

communicate

enable

hold (held, held)

explanatory note

report

6. An interpersonal skill
psychological

deal with

inside

outside

need

motive

consequently

relation

get (got, got)

support

development

7. A technical skill
specific

competence

accomplish

connection

provide

guidance

subordinate
	мастерство, навыки,  способности, умение

деятельность, работа

зависеть от

определенный

делить

принятие решений

концептуальный

мастерство, умение общаться с людьми, психологическое мастерство

способность

обязанность

согласовываться

соответствующий

образ

требовать (требуемый)

сверхцель

разрабатывать, развивать

весь, целый

выбирать

действие

цель (часто краткосрочная)

осуществлять

распределять

ряд, вид

ответственный

выполнять

определять

узнать, определить

причина

особенно

решать

сложный

исполнять, придерживаться

правило

устанавливать, предписывать

производство, продукция

действовать

в пределах

поток

мнение

как…, так  и …

устно

в письменной форме

решающий

успех

исследование

проводить

приблизительно

общаться

давать возможность

проводить

объяснительная записка

отчет, доклад

психологический

взаимодействовать

внутри

вне, за пределом

нужда

стимул

следовательно

отношение

получать

поддержка

развитие

особый, специфический

компетенция

исполнить, выполнить

связь

обеспечивать

руководство

подчиненный



Effectiveness of a manager’s activity depends on certain important skills. These skills can be divided into seven different categories: conceptual, decision making, analytic, administrative, communicational, interpersonal and technical.

1. A conceptual skill is the ability of a manager to see the “general picture” of an organization. Managers must understand how their duties and the duties of other managers fit together to plan their activity in a proper way and get the required results. This skill is very important for top managers because it helps them to plan “super goals” and to develop proper strategies for the whole organization.

2. A decision-making skill is the ability of a manager to choose the best course of actions of two or more alternatives. A manager must decide the following:
 What objectives and goals must be reached?

  What strategy must be implemented?

  What resources must be used and how they must be distributed?

   What kind of control is needed?

In short, managers are responsible for the most important decisions which are required to carry out for any organizational activity.

3. An analytical skill is the ability to determine the most important problem of many other problems and identify the causes of each problem before implementing a proper action plan. This ability is especially important for top managers because they have to solve complex problems.

4.  An administrative skill is the ability of a manager to keep to the organizational rules specified for the production process, within a limited budget, and coordinate the flow of information and paper work in his group and in other groups.

5. A communicational skill is the ability of manager to share his ideas and options with other people both orally and in writing. This skill is a decisive factor of a manager’s success. Some investigations show that top managers and middle managers spend approximately 80 % (percent) of their work time in communicating with each other.

Thus, a communication skill enables managers to hold meetings, write clear letters and explanatory notes, make reports, etc.

6. An interpersonal skill (psychological skill) is the ability to deal effectively with other people both inside and outside the organization. It is the ability to understand the needs and motives of other people. This skill is very important for a good psychological atmosphere for successful activity in the common work in future. If the interpersonal relations are good, a manager will be successful in getting support in the development and implementation of organizational plans.

7. A technical skill is a specific competence to accomplish a task. The lower is a manager’s level in the organization, the closer is his/her connection with the production process. Thus first-line managers have the closest connection with the production process. They need high technical skills to provide technical guidance for the subordinates. Top managers don’t need these skills as much as first-line managers but the knowledge of the technical sphere is useful for all the managers.

Тексты для самостоятельной работы   

специальность Бухучет, ГМУ, Мен, ЭУС  
II семестр
TYPES OF BUSINESS IN THE UK
Active vocabulary 

	Sole trade
	Предпринимательство, частное предприятие с одним владельцем

	Sole trader
	Предприниматель, владелец частного предприятия

	A claim
	Требование

	Personal possessions
	Личное имущество

	Substantial loan
	Существенная ссуда

	To be secured
	Быть гарантированным

	To mortgage one’s property
	Закладывать собственность

	A partnership deed
	Договор товарищества

	To draw up
	Составлять

	To cover
	Охватывать

	Dissolution
	Роспуск

	Jointly and severally liable
	Совместно и индивидуально ответственны

	To seize
	Захватить

	Scope
	Возможности

	Factory premises
	Фабричные помещения

	Legal entity
	Юридическое лицо

	Transferable
	Передаваемый

	Separate legal identity
	Юридический статус


Most businesses in the United Kingdom operate in one of the following ways:

· sole trader

· partnership

· corporation

The sole trader is the oldest form of business. There are many one-man owners, for example: a farmer, doctor, solicitor, estate agent, garage man, jobber, builder, hairdresser etc.

A sole trader is a person who owns his or her business. He runs the business alone, although he may employ many people to work for him in the business.

The profits of the business belong to the sole trader, but then so also do all the debts. If the business fails, the creditors have a claim against the sole trader’s personal possessions (house, car, etc.).

The ability to raise capital is limited. Often a sole trader will need a loan from the bank to start up the business. If the loan is substantial, the bank will often require the loan to be secured – the sole trader has to mortgage his or her property, to ensure that the loan is repaid in the event of the business failing. Other creditors may not be so lucky!

A partnership, otherwise known as a firm, is formed when two or more people get together with a view to making a profit. Although no formalities are required for a partnership deed is often drawn up to cover the rights and responsibilities of partners during the term of the partnership also on its dissolution. If there is no deed, the Partnership Act 1890 governs the legal relations between the partners, e.g. how the profits are to be shared. It also says that the partnership is dissolved when one partner leaves.

As in the case of the sole trader, the profits belong to the partners but so do the debts – the partners are said to be “jointly and severally liable”, which means that each partner is responsible for the whole of the firm’s debts. Again, their own personal property can be seized by creditors to pay for the debts if the business fails.

The scope to raise capital is greater than in the case of a sole trader, simply because there is more than one person contributing to the business capital. Lending institutions will still require loans to be secured if they are of a certain amount. However, there is more likely to be property owned by the firm which can be used for this purpose rather than partners mortgaging their own houses.

If the firm owns property, for example factory premises, the deeds to the property will be in the names of the partners, because the firm is not regarded in law as a separate legal entity (contrast this with corporations).

A corporation is a legal person, regarded by the law as a separate entity, “some association of members, the shares of which are transferable”. The most important characteristic of it is a corporation’s separate legal identity. 

Questions to the text:
1. What type of organization can a business be carried on by?

2. What is the oldest form of business?

3. What are the profits of the sole trader?

4. What does a sole trader often need to start up the business?

5. What does a sole trader has to do to ensure that the loan is repaid?

6. When is the partnership formed?

7. What kind of document do the partners draw up during the term of the partnership?

8. Why do the partners draw up such a document?

9. What does the phrase “jointly and severally liable” mean?

10. How does the corporation regarded by the law?

FORMS OF BUSINESS IN THE USA

Active vocabulary 

	Alien
	Иностранец

	Liable for
	Ответственный за

	At will
	По желанию

	Authorities
	Власти

	State authorities (Am.)
	Власти штата (амер.)

	State authorities (E)
	Государственные власти (европ.)

	To state
	Указывать

	Power
	Способность, возможность

	Powers
	Полномочия

	Taxation
	Налогообложение

	To confer
	Сопоставлять

	Assets and liabilities
	Активы и пассивы

	To swap
	Обменивать

	Work output
	Результат работы

	To impose on smth
	Облагать (налогом)

	Business entity
	Бизнес предприятия

	To associate
	Объединяться

	Vehicle
	Форма, средство

	To accomplish
	Завершать

	To purchase one’s interest
	Приобретать долю

	Hybrid
	Смесь


Business in the USA may be organized as one of the following forms:

· sole proprietorship (individual business)

· general partnership

· limited partnership

· corporation

· alien corporation

By nature a sole proprietorship has only one owner who is personally responsible for all debts and obligations of the business as well as claims made against him. There are no shares of stock or certificates or other papers to confer ownership of a sole proprietorship. The owner simply owns all of the assets and liabilities of the business. He may buy, sell, swap, trade, or give away those assets and liabilities freely, although certain kinds of property often have to be registered (for example, motor vehicles). With all the attention paid to corporations, partnerships, limited liability companies, and the other more complex business vehicles in the commercial world, it is still true that many businesses, especially small ones, are simple sole proprietorships. This should not be all that surprising. Many young businesses are “mom and pop” enterprises, with both the decision – making and the work output resting in the hands of very few, even one, number of people. Many professionals, too, practice their work by themselves, and they avoid the record-keeping and report filing responsibilities that the government imposes on many kinds of business entities.

A general partnership is an association between two or more partners who associate for a common enterprise, and share the profits and losses from that enterprise. It’s perhaps the simplest of business entities. A partnership may exist even when there is no written or oral agreement to form one. It is merely a vehicle for its owners to use to accomplish their business purposes. This means that all profits and losses are passed directly to the owners and the partners are personally responsible for the partnership’s debts and for claims against the partnership. General partners have joint and several liabilities for those debts and claims.

All partners must make a contribution to purchase their interest in the partnership, but there are no limitations on what kind property may be contributed. Partners may participate in the partnership’s management.

A limited partnership is sort of a hybrid of a general partnership and a corporation. It is similar to, but slightly different from, a general partnership in that there are two different kinds of partners. The owners of a limited partnership are its general and limited partners. A limited partnership has got at least one general owner, at least one limited partner, and at least two different partners. In other words, the same person cannot be both the general and the limited partner. The general partners are responsible for the day-to-day operation and management of partnership, while the limited partners have much more restricted roles in its management. The bigger the role a partner plays in managing the partnership, the more likely that partner is to be considered a general partner. The limited partners usually have individual liability for partnership debts and claims against it, while the general partners have joint and several liabilities. All partners must make a contribution to purchase their interest in the partnership. To form a limited partnership, the partners must enter into a written or an oral partnership agreement that is the best way to define everyone’s rights, privileges, and duties.

A limited partnership must use the term “Limited”, “Ltd.”, or “L.P.” in its name.

A corporation is owned by persons, called stockholders. The stock- holders usually have certificates showing the number of shares which they own. The stockholders elect a director or directors to operate the corporation. Most corporations are closed corporations, with only a few stockholders who buy and sell their shares at will. Usually they have little interest in management of the corporations.

A corporation must use “Corporation”, “Incorporated”, “Company”, or an abbreviation of one of those words in its name.

Alien corporations are corporations of foreign countries. All the corporations are to receive their charters from the state authorities. The charters state all the powers of the corporation. Many corporations try to receive their charters from the authorities of the State of Delaware because the laws are liberal there and the taxation is rather low. Such corporations, which receive their charters from an outside state, are called foreign corporations.

All the corporations require a certificate to do business in the state where they prefer to operate.

Questions to the text:

1. What is a sole proprietorship?

2. What can a sole trader do with the property of the business?

3. Is the record-keeping and report-filing so necessary for sole traders in the USA?
4. What is a general partnership?

5. Why is the general partnership the simplest form of an organization?

6. Who is responsible for partnership’s debts?

7. Can of the partner be a general and a limited partner in a limited partnership?

8. What is the difference between general and limited partners?

9. What liabilities do the general and limited partners have?

10.  Why is it better for the partners to enter into a written or oral agreement?
Forms of Business Ownership

Active vocabulary 
	Ownership    n
	Собственность, право собственности, владение

	Corporate ownership
	Акционерная собственность

	Benefit    n
	Прибыль, выгода, польза, полезность, благо, преимущество, пособие

	Benefit    v
	Приносить пользу, выгоду, прибыль, получать пользу, помощь

	Proprietorship     n
	 Собственность, право собственности

	Sole proprietorship
	Собственность, имеющая одного владельца, единоличная собственность

	Proprietor     n
	Собственник, владелец, хозяин

	Partnership    n
	Участие, партнерство, товарищество, компания

	Failure     n
	Неудача, провал, неблагоприятный исход, банкротство, несостоятельность

	Fail     v
	Терпеть неудачу, не сбываться, не удаваться, терпеть крах, обанкротиться, оказаться неспособным сделать что-либо

	Activity     n
	Деятельность

	Prohibit     v
	Запрещать, препятствовать

	To prohibit by law
	Запрещать законом

	Drawback     n
	Недостаток, препятствие, помеха

	Undesirable     a
	Нежелательный, непригодный, непод-ходящий

	Desirable      a
	Желательный, пригодный, подходящий

	Personal     a
	Личный, персональный

	Personally     adv
	Лично, персонально

	Liable     a
	Связанный обязательством, несущий ответственность

	To be liable for smth
	Нести ответственность за что-л.

	Unlimited     a
	Неограниченный

	Unlimited liability
	Неограниченная ответственность

	Hire      v
	Нанимать на работу

	Dissolve    v
	Ликвидировать, расформировывать, прекращать деятельность

	Retire     v
	Выходить в отставку, оставлять должность, уходить на пенсию

	Establish    v
	Создавать, организовывать, основывать, учреждать, постановлять, устанавливать (законом)

	Recover    v
	Возвращать, получать обратно, возмещать

	To recover debts
	Взыскивать долги

	Joint stock     a
	Акционерный

	Joint stock company
	Акционерное общество

	Double   a
	Двойной, удвоенный, состоящий из двух частей

	Double     v
	Удваивать, увеличивать вдвое

	File    v
	Подавать, предоставлять документы


Business is a commercial enterprise performing all those functions that govern the production, distribution, and sale of goods and services for the benefit of the buyer and the profit of the seller. Since the beginning of the era of economic progress old ways of running business have been modified, and new forms of business organization have been introduced. This has enabled various branches of industry to adapt to changing conditions and to function more easily, efficiently and probably, sole proprietorship, partnership, and corporation being the main three forms of business ownership.

A sole proprietorship is a business owned by one person, in which all the profits belong to the owner, the latter being fully responsible for the success and the failure of the business. Unless an activity is specifically prohibited by law, no field of business is closed to an owner. Although advantages for the small business exist in this form, certain drawbacks make it undesirable for larger concerns. In the first place, the single owner is seldom able to invest as much capital as can be obtained by a partnership or a corporation. If single owners are able to invest large amounts of capital, they run great risk of losing it all because they are personally liable for all the debts of their business. It is due to unlimited liability that all the personal assets of the owner, including his home and car, can be sold to settle the debts of the business. Unless the owner has much personal wealth, the business may have difficulty borrowing money in critical times. A sole proprietorship may also have difficulty hiring and keeping good employees, because the business will dissolve when the owner retires or dies.

A partnership is association of two or more persons who have agreed to combine their financial assets, labour, property, and other resources as well as their abilities and who carry on a business jointly for the purpose of profit. The agreement the partners usually sign to form an association is known as a partnership contract and may include general policies, distribution of profits, responsibilities.

Like the sole proprietorship, the partnership is easy to establish, and its profits are not subjected to federal corporation taxes. Financing is generally easier to obtain because the personal assets of the group are usually larger and the chances of success are higher. The major disadvantage of the partnership is unlimited liability of each partner for the debts of business, that is, complete financial responsibility for losses. Furthermore, partners who wish to retire may find it difficult to recover their investments without dissolving the partnership and ending the business.

A business corporation is an organization created by law that allows people to associate together for the purpose of making profit. Corporations are also known as joint-stock companies because they are jointly owned by different persons who receive shares of stock in exchange for an investment of money in the company. Shares represent fractions of the company’s assets such as cash, equipment, real estate, manufactured goods, etc.

Though the corporation is more difficult and expensive to organize than other business forms it has a number of advantages. First, investors can limit their personal liability to the amount of money they have invested, thus, if the corporation goes bankrupt, they can lose no more than they have put in. Second, money to operate the business is obtained by the sale of stocks to the general public and this enables the corporation to exist independently of its owners. The corporation also finds it easier to borrow money from banks and it is also a successful means for attracting large amounts of capital and investing the latter in plants, modern equipment and expensive research. Salaries large corporations can offer to managers and specialists are high and that allows corporations to hire professional and talented employees.

The great drawback of the corporate form of ownership is double taxation of profits which means that business corporations must pay taxes on the income they receive as dividends on their stock.  Different kinds of reports to be filed to federal and state regulatory agencies about the corporation activity can also be considered as another disadvantage of this business form.  However, in terms of size and influence it is the corporation that has become the dominant business form existing in most countries with free market economy.

Ответьте на вопросы к тексту Forms of Business Ownership.
1. What are the main reasons of developing different forms of business ownership?

1. What is a sole proprietorship?

2. Are there any limitations as to the field of activity of a proprietor?

3. What are the main disadvantages of a sole proprietorship? Why do you think this
a. form of business is very risky?

4. What items are usually included in a partnership contract?

5. What are the similarities and differences between a sole proprietorship and a 
a. partnership?

6. What is a business corporation and who are stockholders?

7. What is considered to be the major advantage of the corporation?

8. What does double taxation mean?

9. How can large amounts of money attracted by a corporation be used?

Тексты для самостоятельной работы   

специальность Бухучет, ГМУ, Мен., ЭУС (6-летки) 

 III семестр
Text 1. Currency and Other Forms of Exchange
	1. undertake
	Предпринимать

	2. cash
	Наличные деньги; обналичивать,

 получать деньги по чеку

	3. legal tender
	законное платежное средство

	4. means of payment
	способ платежа, средства платежа

	5. traveler’s cheque
	дорожный чек

	6. negotiable
	Оборотный, передаваемый

	7. bearer
	Предъявитель, владелец

	8. honour
	зд. Оплачивать

	9. state
	Устанавливать

	10. certified cheque
	удостоверенный чек

	11. bill of exchange
	тратта, вексель

	12. post dated cheque
	Чек, датированный более поздним сроком

	13. credit standing
	Кредитоспособность

	14. merchant bank
	Торговый банк

	15. endorse
	делать передаточную надпись

	16. discount house
	учетный дом (работает с векселями)

	17. settlement of a debt
	зд. покрытие, погашение долга

	18. maturity
	срок платежа, наступление срока

	19. discounting bill
	учитывать вексель


The work of bank centers around money and financial services. Virtually any activity involving money or advice about financial matters is undertaken by all the commercial banks. The immediate service offered by the bank is the receipt for deposit of coins, notes and cheques and the cashing cheques, through current accounts. Coins and notes in circulation have the status of “legal tender” that is to say they must be taken in payment of a debt although the extent to which this applies in the case of coins is deliberately restricted for the sake of convenience.

The most common means of payment, particularly for significant sums of money is the cheque since it is both safer and more convenient than using cash. However, it is not a legal tender and creditors can refuse to accept it if they wish. Normally both national cheques and traveller’s cheques are readily negotiable if the bearer has some means of proving his identity and the creditor can be sure that the cheque will be “honoured”. To assist the use of cheques banks now provide their customers with bankers cards which, when used in assoсiation with a cheque, will guarantee it up to a stated maximum. If a customer wishes to make payments of large amounts of money by cheque and is not known to the creditor, then he may obtain a “certified cheque” from his bank. Such a cheque is signed by the bank and therefore payment is guaranteed.

Those trading overseas, or in conditions where there may be a significant time lapse between sending out goods and their receipt by the customer, may use a Bill of exchange as a means of payment. This is really a post dated cheque which assures the creditor’s payment but also gives the buyer opportunity to inspect the goods before the transaction is completed. Those whose credit standing is unknown may have to get the Bill “accepted” before a creditor will take it. Such a process guarantees payment and most work of this kind is undertaken by the merchant banks. Because Bills are post dated creditors may have to wait some time for their money. They can overcome this problem by endorsing the Bill and then either discounting it with a Discount House or a bank or passing it on to another trader in settlement of a debt of their own. By the time it comes to maturity a Bill may have passed through several hands and on each occasion it must be endorsed. The commercial banks participate in this activity in two ways: in part by lending money to the discount houses and in part by discounting bills for their own customers.

Questions on the text: 

1. What forms of money are called legal tender?

2. Why are cheques a common form of exchange?

3. What is the main purpose of a banker’s card?

4. What is the special feature of a certified cheque?

5. What is the main use of a Bill of Exchange?

6. Why does a Bill sometimes have to be “accepted”?

7. In which two ways might a creditor who needed the money dispose of a Bill?

Text 2. Depositing Money with a Bank
	1. current account
	текущий счет

	2. deposit account
	депозит, депозитный счет; сберегательный счет

	3. paying
	Платеж

	4. standing order
	платежное поручение

	5. notice of intention
	банковское извещение

	6. expenses
	Расходы

	7. direct debit
	списание стоимости проданных товаров со счета покупателя по специальному соглашению с банком

	8. without charge
	Бесплатно

	9. charge
	начисления, цена, плата; взимать плату

	10. overdraft
	кредит по текущему счету

	11. temporary overdraft
	краткосрочный кредит

	12. facility
	Денежные средства; кредит

	13. on the other hand
	С другой стороны

	14. expenditure
	Расход

	15. balance
	баланс, сальдо; зд. Остаток

	16. overdraw 

17. (overdrew, overdrawn)
	превышать остаток счета в банке


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 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 day’s 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 everyday 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 a 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 bank’s services and the number of transactions. If the account is overdrawn a further charge, which is 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?

4. What is a standing order?

5. Why does a bank sometimes need notice of intention to withdraw money from
            saving accounts?

6. What is the most common use of current accounts?

7. Why are some customers not charged for the facility of a current account?

8. Why is it not a good idea to retain large balance in a current account?

                                  Text 3. Applications for Loans

	1. currently available
	имеющийся в распоряжении, наличный

	2. borrower
	Заемщик

	3. current account
	текущий счёт

	4. overdraw
	Превышать кредитный лимит

	5. overdraft
	превышение кредита

	6. credit
	кредит, правая сторона счёта

	7. overdraft facilities
	предоставление овердрафта (превышение кредита)

	8. grant
	Дозволять, допускать

	9. principal
	номинал векселя, капитал; основной должник

	10. repay
	Возвращать, возмещать

	11. installment
	взнос в счёт уплаты

	12. repayment
	возмещение, возврат (денег), погашение (долга)

	13. security
	защита, охрана; залог; поручитель; 

ценные бумаги (pl)

	14. profit and loss accounts
	счёт прибылей и убытков

	15. balance sheet
	балансовый отчёт

	16. asset
	Имущество, средства, капитал; активы, фонды

	17. life insurance policy 
	полис страхования жизни

	18. deed
	юридический документ, скрепленный подписью и печатью

	19. title to property
	право на собственность


	20. expected return
	средний ожидаемый доход по всем инвестициям


Banks make 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 a 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 are often granted to private customers 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 principal 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.

When 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 the amount that you seek and the arrangements for repayment 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 he 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 leave 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 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 two kinds of borrowings are possible?

2. In what circumstances an overdraft on current account is permissible?

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?  

Text 4. Bank Investments

	1. funds
	фонды, денежные средства; запас, резерв

	1. make withdrawals
	снимать со счёта

	2. asset
	активы, средства; капитал; имущество, собственность

	3. meet demands
	удовлетворять требования 

	4. cushion
	деньги, отложенные на черный день (на случай сложного финансового положения )

	5. unexpected demands
	неожиданные нужды, требования

	6. rate of return
	норма прибыли; коэффициент окупаемости капиталовложений

	7. highly liquid lending
	легко ликвидные (реализуемые) кредиты, ссуды

	8. money market
	денежный рынок, рынок краткосрочного ссудного капитала

	9. capital market
	рынок долгосрочного ссудного капитала

	10. yielding
	доход по ценным бумагам, доход в виде процентов на вложенный капитал;

приносить доход

	11. government bonds
	облигация, закладная, долговое обязательство

	12. readily
	легко (без труда)

	13. saleable
	пользующийся спросом; реализуемый, продаваемый

	14. occasion demand
	когда потребуется по какой-то причине

	15. short notice
	сокращенный срок уплаты

	16. banks investment portfolio
	портфель ценных бумаг

	17. working capital
	оборотный капитал

	18. fixed capital
	основной капитал; активы длительного пользования

	19. AA rating
	Первоклассный

	20. blue chip
	первоклассная ценная бумага


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 bank’s investment is in short and medium term government and local government bonds. They yield certain incomes and are readily saleable should the occasion demand.

Advances by a bank to its customers are the least liquid 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 rates 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 the 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 don’t banks usually invest in industrial projects?

Тексты для самостоятельной работы 

Экономические специальности –IV семестр (6-летки) 

Специальность Бухучет  
Assets and Liabilities


The term “asset” means anything of value that is owned by a company and can be expressed in terms of money. Economic resources that provide a potential future service to the organization are called assets in accounting. A company’s total assets include such items as cash, buildings, equipment, any other property and accounts receivable, that is, money owned by its customers.


Assets are usually classified as current and long-term, both types consisting of tangible as well as of intangible items. Current tangible assets including cash, accounts receivable, stock-in-trade are usually converted into cash within one year and sometimes can be used as a means of payment. On the other hand, current intangible assets consist of short-term investments in stocks and bonds.


Long-term intangible assets are not really visible and include such items as goodwill, patents, trademarks, copyrights, these assets often being the most important factor for obtaining future incomes. For example, goodwill means an intangible asset which takes into account the value added to a business as a result of its reputation which cannot be really calculated. In contrast, the real estate (such as farm land, machinery, buildings and other physical objects) belongs to long-term tangible assets.


Liabilities are obligations that a company owes to another organization, to an individual (such as creditors and employees) or to the government. Like assets, liabilities are divided into current and long-term ones. Current liabilities are usually amounts that are paid within one year, including accounts payable, taxes on income and property, short-term loans, salaries and wages, and amounts of money owed to suppliers of goods and services. Noncurrent liabilities often called long-term are usually debts, such as bonds and long-term loans.


The amount by which the total assets exceed total liabilities is known as the net worth which is usually called the equity for companies. When the company is a corporation, the equity means the investment interest of the owners (that is, the stockholders) in the organization’s assets. The owners’ equity can be increased either by investing more money in the company or by earning a profit and can be decreased because of the company’s losses.


All companies keep proper accounting system in order to know whether or not they are operating profitably, each of the assets and the liabilities and the equity being shown in a company’s accounts separately. The balance sheet prepared by the company’s accountant is one of the important financial reports showing the value of the total assets, total liabilities and equity on a given date. The relationship of these main categories is represented by the fundamental accounting equation: assets (everything that is owned) are equal to liabilities (owed) plus equity (clear of debt).

ASSETS = LIABILITIES + EQUITY


As all three factors are expressed in terms of money, they are limited to items that can be given a monetary value. The accounting equation should always be in balance, so that one side must equal the other.

Active vocabulary
assets – актив, фонд; капитал, имущество

assets and liabilities – актив и пассив
capital assets – основные фонды, основной капитал, основные средства

term – термин, выражение; период

terms – условия

credit terms – условия аккредитива, условия ссуды

lending terms – условия выдачи кредита

accounting – учет, отчетность, бухгалтерское дело; анализ хозяйственной деятельности

accounting cycle – цикл учета; учетный период; syn. accounting period

item – отдельный предмет, вид товара, изделий; статья (в счете, балансе), пункт, позиция, параграф

account – финансовый отчет, запись финансовой операции

accounts – отчетность, деловые книги

accounts receivable – счета дебиторов, счета к получению; ожидаемые поступления

accounts payable – счета к оплате; ожидаемые выплаты

capital account – счет основного капитала, счет основных фондов; баланс движения капиталов

income account – счет доходов (прибылей) и убытков

current – текущий
current account – текущий счет
current assets – оборотные средства (фонды); текущие (легкореализуемые, ликвидные) активы

current liabilities – краткосрочные обязательства; текущие пассивы

ant. noncurrent liabilities, long-term liabilities – долгосрочные обязательства
tangible – осязаемый, материальный

tangible assets – материальные активы

tangible item – материальный предмет

intangible – неосязаемый, нематериальный

intangible assets – нематериальный актив

intangible item – нематериальный предмет

stock-in-trade – товарный запас, товарная наличность, остаток непроданных товаров

stock(s) – активы, запас(ы), фонд(ы)

in stock – в запасе, в наличии, в ассортименте

goodwill – гудвил, деловая репутация; ценность фирмы, определяющаяся ее клиентурой, репутацией, деловыми связями; престиж фирмы

trademark – торговая марка

copyright – авторское право

to take into account – принимать во внимание

real estate – недвижимое имущество 

employee – служащий, рабочий, работающий по найму

salary – заработная плата, оклад

net worth – стоимость имущества за вычетом обязательств; собственный капитал (предприятия), чистая стоимость компании

equity – капитал компании, акционерный капитал; активы (предприятия) за вычетом задолженности

investment interest – процент инвестиций

stockholder – акционер, владелец акций, владелец государственных ценных бумаг

syn. shareholder
proper – правильный, надлежащий

properly – правильно, должным образом

operate – работать, управлять

balance sheet – балансовый отчет

balance sheet account – статья бухгалтерского баланса
to be in balance – быть сбалансированным 

accountant – эксперт по анализу балансов и финансовой отчетности, квалифицированный бухгалтер; ревизор, контролер

equation – уравнение, равенство; правильное соотношение

accounting equation – бухгалтерская сбалансированность

clear of debt – без долга
Questions to the text:
1. What does the term “asset” mean?

2. How can the company’s assets be classified?

3. How “goodwill” increase the company’s profits?

4. What liabilities does the company usually have? How are they classified?

5. How is the net worth calculated?

6. What accounts should be kept by the company?
7. What is the main accounting equation?

8. Why is it important to keep the proper accounting system?

Bookkeeping as Part of Accounting Cycle

Active vocabulary
	Bookkeeping
	Бухгалтерия; бухгалтерский учет

	Double-entry bookkeeping
	Система бухгалтерского учета с двойной за​писью

	Bookkeeper
	Бухгалтер, счетовод

	Accurate
	Точный, правиль​ный; тщательный

	Accurately
	Точно, правильно; тщательно; безошибочно

	Receipts
	Денежные поступ​ления, выручка; приход; доходы

	Data
	Данные

	Datum
	Данная величина

	Record
	Запись; регистрация;  учетные документы; документа​ция; записывать; реги​стрировать

	Record-keeping
	Ведение учета; учет

	Preliminary
	Предваритель​ный

	Financial statements
	Финансовая документация

	Monthly statement
	Ежемесячный бюллетень

	Journal
	Бухгалтерский жур​нал, регистр; ведомость

	General journal
	Главный журнал учета

	Ledger
	Бухгалтерская книга, бухгалтерский регистр, гроссбух

	General ledger 
	Общая бухгалтер​ская книга

	Balance the ledgers
	Сбалансиро​вать бухгалтерские книги

	Posting
	Разноска по счетам, перенос в бухгалтерскую книгу: проводка

	Post
	Делать проводку; разносить сче​та; заносить в бухгалтерскую книгу

	Ledger posting
	Запись в главную бухгалтерскую книгу

	To post the journal into the ledger
	Переносить журнальные записи в главную книгу

	Draw up a balance
	Подводить, составлять баланс

	Trial balance
	Пробный, предварительный бухгалтерский баланс

	To bring accounts to a balance
	Составлять сводный баланс

	Favourable balance
	Активный баланс; положительный баланс

	Unfavourable balance
	Пассивный баланс; отрицательный баланс

	Cash balance
	 Кассовая наличность

	Balance of an account
	Остаток счета

	Balances with foreign banks
	Остатки на счетах в заграничных банках

	Balance in hand
	Денежная наличность; наличность кассы

	Balance of payments
	Платежный баланс

	Balance of payment deficit
	Дефицит платежного баланса

	Debit account
	Запись в левой части счета, показывающая задолженность организации

	Debit of an account
	Дебет счета; списание средств со счета

	Debit balance
	Дебетовое сальдо; дебетовый баланс, положительное сальдо

	Credit account
	Запись в левой части счета, показывающая приход актива

	Credit balance
	Кредитовое сальдо; кредитовый баланс, отрицательное сальдо

	List
	Список; составлять список

	Accuracy
	Точность, правильность; тщательность

	Error 
	Ошибка, погрешность


For management of any company to be efficient, extensive and accurate information concerning receipts and payments, assets and liabilities, depre​ciation of assets and other data about company status are required. Such information being obtained mainly from different records, additional funds and time should be invested in bookkeeping and accounting system.
In general, accounting and bookkeeping mean identifying, measuring, recording economic information about any business, bookkeeping being con​sidered the preliminary stage and part of the larger field of accounting.
The task of a bookkeeper is to ensure the record-keeping of ac​counting and therefore to provide the data to which accounting principles are applied in the preparation of financial statements. Bookkeeping provides the basic accounting data by systematical recording such day-to-day financial information as income from the sale of products or services, expenses of busi​ness operations such as the cost of the goods sold and overhead expenses (накладные расходы) such as a rent, wages, salaries.
Accounting principles determine which financial events and transactions should be recorded in the bookkeeper's books. The analysis and interpretation of these records is the primary function of accounting. The various financial statements produced by accountants then provide managers with the basis for future financial planning and control, and provide other interested parties (in​vestors, the government) with useful information about the company.
Modern accounting system is considered to be a seven-step cycle. The first three steps fall under the bookkeeping function, such as: 1) the systemat​ic recording of financial transactions; 2) the transferring of the amounts from various journals to general ledger (also called "posting step"); 3) the drawing up of the trial balance.
Record keeping of companies is based on a double-entry system, due to which each transaction is recorded on the basis of its dual impact on the company's financial position. To make a complete bookkeeping record of every transaction in a journal, one should consider interrelated aspects of every transaction, and entries must be made in different accounts to keep the ins (receipts) and outs (payments) balanced.
A typical account is known to have two sides: the items on the left side are called debits, while the items on the right side are credits.
Thus, double-entry bookkeeping doesn't mean that the same transaction is entered twice, it means that the same amount of money is always debited to one account and credited to another account, each record having its own effect on the whole financial structure of the company. Certain accounts are increased with debits and decreased with credits, while other accounts are increased with credits and decreased with debits.
In the second step in the accounting cycle, the amounts from the various journals are usually monthly transferred to the company's general ledger — a procedure called posting. Posting data to the ledgers is followed by listing the balances of all the accounts and calculating whether the sum of all the debit balances agrees with the sum of all the credit balances. This procedure known as the drawing up of a trial balance and those that follow it usually take place at the end of the fiscal year. By making a trial balance, the record-keeping accuracy can be checked. The trial balance having been successfully prepared, the bookkeeping portion of the accounting cycle is completed.
The double-entry system of bookkeeping enables every company to deter​mine at any time the value of each item that is owned, how much of this value belongs to creditors, the total

 profit and how much belongs to the business clear of debt. Thus, one advantage of the double-entry system is that its infor​mation is complete enough to be used as the basis for 

making business deci​sions. Another advantage is that errors are readily detected, since the system is based on equations that must always be in balance.

Questions to the text:
1. What kind of information is of great importance for proper company management?

2. What role does bookkeeping play in the accounting cycle?

3. What kind of data is collected by a bookkeeper?

4. What is the difference between bookkeeping and accounting?

5. Who is interested in obtaining accurate accounting information?

6. What is the modern concept of accounting system?

7. What tasks should a bookkeeper solve at the first three steps of the accounting cycle?

8. What does double-entry bookkeeping mean?

9. What data are recorded in the company’s general ledger? 

10.  When is the bookkeeping cycle considered to be completed?

11. What are the advantages of the double-entry system?

Accounting Information
Active vocabulary
	Access
	Доступ, подход

	Evaluate
	Оценивать, устанавливать стоимость; определять качество

	Financial performance
	Финансовая деятельность

	Previous
	Предыдущий 

	Financial accounting
	Финансовая отчетность

	Managerial accounting
	Управленческая отчетность; учет

	Deal with (dealt)
	Иметь дело с…; рассматривать

	Deal in
	Торговать 

	Pricing
	Калькуляция цен; ценообразование; установление цен; 

	Capital budgeting
	Составление сметы капиталовложений и их окупаемости; 

расчет рентабельности капиталовложений

	Spread (spread)
	Распространять; распределять 

	Set
	Ряд; набор; комплект

	Financial statement 
	Финансовый отчет

	Statement of cash flows
	Отчет о движении денежных потоков

	Income statement
	Отчет о доходах

	Statement of retained earnings
	Отчет о нераспределенной (реинвестированной) прибыли

	Annual report
	Ежегодный отчет

	Annually
	Ежегодно 

	Cash flow
	Поток наличности; движение денежной наличности, 

движение ликвидности 

	Inflow cash
	Приток наличности

	Outflow cash
	Отток наличности

	Inflow of assets
	Приток активов

	Outflow of assets
	Отток активов

	Relating to (smth)
	Относительно, касательно; относящийся к …

	Source 
	Источник 

	Reliable source of information
	Надежный источник сведений

	Generate 
	Производить; образовывать

	Disclose 
	Раскрывать; показывать

	Disclosure 
	Раскрытие; сообщение

	Summarize 
	Суммировать; резюмировать

	Net loss
	Чистый убыток

	Render 
	Отдавать, платить

	Render a service 
	Оказывать услугу

	Render an account for payment
	Предоставлять счет к оплате

	Withdrawal 
	Отзыв; изъятие; отмена; аннулирование; отказ; 

снятие со счета; изъятие 


Accounting provides informational access to a company's financial condi​tion for three broad interest groups. First, it gives the company's management the information to evaluate financial performance over a previous period of time, and to make decisions regarding the future. Second, it informs the general pub​lic, and in particular those who are interested in buying its stock, about the fi​nancial position of the company. Third, accounting provides reports for the tax and regulatory departments (отделы по налогообложению и регулированию деятельностью компании) of the government. In general, accounting informa​tion can be classified into two main categories: financial accounting (or public information) and managerial accounting (or private information).
Managerial accounting deals with cost and profit relationships, efficiency and productivity, planning and control, pricing decisions, capital budgeting, etc. Not being generally spread outside the company, this information pro​vides a wide variety of specialized reports for division managers, department heads, project directors.
A standard set of financial statements is expected to be prepared regularly by financial accounting and published in an annual report at the end of the fiscal year. Being prepared in accordance with generally accepted accounting principles, these statements include the following items: 1) the balance sheet, 2) the statement of cash flows, 3) the income statement,  4) the statement of retained earnings.
Information relating to the financial position of a company, mainly about assets and liabilities, is presented in a balance sheet. The statement of cash flows shows the changes in the company's financial position and provides information which is not available in either an income statement or a balance sheet. Thus, the statement of cash flows represents the sources and the uses of the company's funds for operating activities (управленческая деятельность), applications of working capital and data about additional financial support. Provided the company couldn't generate sufficient cash to finance its activities, it would be necessary to bor​row money and it should be indicated in the statement.
Another financial statement disclosing the results of the company's activ​ity is known as the income and expense statement. Prepared for a defined time interval, this statement summarizes the company's revenues, expenses, gains and losses and shows whether a company has made a profit within the period. Income is considered to be the difference between revenues and expenses. If the total expenses exceeded the total revenues during the period, the difference would be the net loss of the company. Revenues are transactions that represent the inflow of assets as a result of operations — that is, the assets received from selling goods and rendering services. Expenses are transactions involving the outflow of assets in order to generate revenue, such as wages, salaries, rent, interest and taxes. In addition to disclosing revenues and expenses, the income statement also lists gains and losses from other kinds of transactions such as the sale of plant assets or the payments of long-term liabilities.

The income statement excludes the amount of assets withdrawn by the owners, in a corporation such withdrawal of assets being called dividends. The separate statement of retained earnings and stockholder's equity shows inves​tors what has happened to their ownership in the company, how earnings and new stock issuance have increased its value, and what dividends were paid.
Each of these reports contains figures for previous years and for the cur​rent period, providing a way of comparing present and past company perfor​mance. Being prepared for the use of management, the financial statements contain neither debit nor credit columns. These statements are accompanied by additional data about the particular accounting method used, as well as explanations about the most important events within the previous year.

1. Questions to the text:
2. Who is interested in accounting information?

3. What are the main differences between financial and managerial accounting?

4. What financial statements are included in an annual report and when are they      published?

5. What information can stockholders get from the balance sheet?

6. Why is it important to prepare the statement of a company’s cash flows?

7. What kind of information is represented in the income statement?

8. How can revenues and expenses be defined?

9. What statement shows the amount of a stockholder’s dividends?

10. Why is it necessary to prepare additional reports?

11. What statement contains debit and credit columns?
Специальность МЕН, ГМУ  IV семестр (6-летки)

THE MANAGER'S ROLE /3 000 3HAK0B/
 Our society is made up of all kinds of organizations, such as companies, government departments, unions, hospitals, schools, libraries, and the like. They are essential to our existence, helping to create our standard of living and our quality of life. In all these organizations, there are people carrying out the work of a manager although they do not have that title. The vice-chancellor of a university, the president of a students' union or a chief librarian are all managers. They have a responsibility to use the resources of their organization effectively and economically to achieve its objectives.
Are there certain activities common to all managers? Can we define the task of a manager? A French industrialist, Henri Fayol, wrote in 1916 a classic definition of the manager's role. He said that to manage is «to forecast and plan, to organize, to command, to coordinate and to control». This definition is still accepted by many people today, though some writers on management have modified Fayol's description. Instead of talking -about command, they say a manager must motivate or direct and lead other workers.
 Henri Fayol's definition of manager's functions is useful. However, in most companies, the activities of a manager depend on the level at which he/she is working. Top managers, such as the chairman and directors, will be more involved in long range planning, policy making, and the relations of the company with the outside world. They will be making decisions on the future of the company, the sort of product lines it should develop, how it should face up to the competition, whether it should diversify etc. These strategic decisions are part of the planning function mentioned by Fayol.
 On the other hand, middle management and supervisors are generally making the day-to-day decisions which help an organization to run efficiently and smoothly. They must respond to the pressures of the job, which may mean dealing with an unhappy customer, chasing up supplies, meeting an urgent order or sorting out a technical problem. Managers at this level spend a great deal of time communicating, coordinating and making decisions affecting the daily operation of their organization.
 An interesting modem view on managers is supplied by an American writer, Mi". Peter Drucker. He has spelled out what managers do. In his opinion, managers perform five basic operations. Firstly, managers set objectives. They decide what these should be and how the organization can achieve them. For this task, they need analytical ability. Secondly, managers organize. They must decide how the resources of the company are to be used, how the work is to be classified and divided. Furthermore, they must select people for the jobs to be done. For this, they not only need analytical ability but also understanding of human beings. Their third task is to motivate and communicate effectively. They must be able to get people to work as a team, and to be as productive as possible. To do this, they will be communicating effectively with all levels of the organization - their superiors, colleagues, and subordinates. To succeed in this task, managers need social skills. The fourth activity is measurement. Having set targets and standards, managers have to measure the performance of the organization, and of its staff, in relation to those targets. Measuring requires analytical ability. Finally, Peter Drucker says that managers develop people, including themselves. They help to make them bigger and richer persons.

In Peter Diucker's view, successful managers are not necessarily people who are liked or who get on well with others. They are people who command the respect of workers, and who set high standard. Good managers need not be geniuses but must bring character to the job. They are people of integrity, who will look for that quality in others.
FREDERICK W. TAYLOR: SCIENTIFIC MANAGEMENT
/4 000 ЗНАКОВ/
No one has had more influence on managers in the twentieth century than Frederick W. Taylor, an American engineer. He set a pattern for industrial work which many others have followed, and although his approach to management has been criticised, his ideas are still of practical importance.
Taylor founded the school of Scientific Management just before the 1914-18 war. He argued that work should be studied and analysed systematically. The operations required to perform a particular job cold be identified, then arranged in a logical sequence. After this was done, a worker's productivity would increase, and so would his/her wages. The new method was scientific. The way of doing a job would no longer be determined by guesswork and rule-of thumb practices. Instead, management would work out scientifically the method for producing the best results. If the worker followed the prescribed approach, his/her output would increase.
When Taylor started work at the end of the nineteenth century, the industrial revolution was in full swing. Factories were being set up all over the USA. There was heavy investment in plant and machinery, and labour was plentiful. He worked for twenty years (1878-1898) with the Midvale Steel Company, first as a labourer, then as a Shop Superintendant. After that, he was a consultant with the Bethlehem Steel Company in Pennsylvania.
Throughout this time, he studied how to improve the efficiency of workers on the shop floor. He conducted many experiments to find out how to improve their productivity. His solutions to these problems were, therefore, based on his own experience. Later, he wrote about his experiments. These writings were collected and published in 1947, in a work entitled Scientific Management.
When he was with Bethlehem Steel, Taylor criticised management and workers. He felt that managers were not using the right methods and that workers did not put much effort into their job. They were always «soldiering» - taking it easy. He wanted both groups to adopt a new approach to their work, which would change their thinking completely. The new way was as follows:
1. Each operation of a job was studied and analysed;

2. Using this information, management worked out the time and method for each job, and the type of equipment to be used;

3. Work was organized so that the worker's only responsibility was to do the job in the prescribed manner;
4. Men with the right physical skills were selected and trained for the job.
Observing; analysing; measuring; specifying the work method; organizing and choosing the right person for the job - these were the tasks of management.
Taylor's approach produced results! For example, at Bethlehem Steel, he did an experiment with shovels, the tool used for lifting and carrying materials. He studied the work of two first-class shovellers and then changed their working procedure. In the beginning, the men used their own shovels for all the types of materials they handled, whether coal or iron ore.

The average load was 38 pounds, and each lifted 25 tons of material a day. By experimenting, Taylor found out that if the men used smaller shovels and carried 21 pounds per load, their daily output increased to 30 tons. As a result, at the beginning of each shift, workers were given different sized shovels, depending on the type of material they loaded, but the load was still 21 pounds. Other workers meeting the standards set by the two shovellers had their wages increased by 60 %. Those who could not reach the standard were given special training in shovelling techniques.
By introducing methods like these, Taylor and his colleagues greatly increased productivity at Bethlehem Steel. After a few years, the same amount of work was done by 140 workers instead of 500. Handling costs of materials were halved, which led to annual savings of $80,000.
Taylor made a lasting contribution to management thinking. His main insight, that work can be systematically studied in order to improve working methods and productivity, was revolutionary. Also, he correctly emphasised that detailed planning of jobs was necessary.
The weakness of his approach was that it focused on the system of work rather than on the worker. With this system the worker becomes a tool in the hands of management. It is assumed he/she will do the same boring, repetitive job hour after hour, day after day while maintaining a high level of productivity. Another criticism is that it leads to de-skilling - reducing the skills of workers. Because the tasks are simplified, workers become frustrated. And with educational standards rising among factory workers, dissatisfaction is likely to increase. Finally, some people think that it is wrong to separate doing from planning. The two tasks can, and should, be done by the same person. A worker will be more productive if he/she is engaged in such activities as planning, decision-making, controlling and organizing. For all these reasons, a reaction has set in against the ideas of Frederick W. Taylor.

DECISION-MAKING
/4 000 ЗНАКОВ/
In carrying out management functions, such as planning, organizing motivating and controlling, a manager will be continually making decisions. Decision-making is a key management responsibility.
Some decisions are of the routine kind. They are decisions which are made fairly quickly, and are based on judgement. Because a manager is experienced, he knows what to do in certain situations. He does not have to think too much before taking action. For example, a supervisor in a supermarket may decide on the sport, to give a refund to a customer who has brought back a product. The manager does not have to gather a great deal of additional information before making the decision.
Other decisions are often intuitive ones. They are not really rational. The manager may have a hunch or a gut feeling that a certain course of action is the right one. He will follow that hunch and act accordingly. Thus, when looking for an agent in an overseas market, a sales manager may have several companies to choose from. However, he may go for one organization simply because he feels it would be the most suitable agent. He may think that the chemistry between the two firms is right. Such a decision is based on hunch, rather than rational thought.
Many decisions are more difficult to make since they involve problem-solving. Very often, they are strategic decisions involving major courses of action which will affect the future direction of the enterprise. To make good decisions, the manager should be able to select, rationally, a course of action. In practice, decisions are usually made in circumstances which are not ideal. They must be made quickly, with insufficient information. It is probably rare that a manager can make an entirely rational decision.
When a complex problem arises, like where to locate a factory or which new products to develop, the manager has to collect facts and weigh up courses of action. He must be systematic in dealing with the problem. A useful approach to this sort of decision-making is as follows: the process consists of four phases: 1) defining the problem; 2) analysing and collecting information; 3) working out options and 4) deciding on the best solution.
As a first step, the manager must identify and define the problem. And it is important that lie does not mistake the symptoms of a problem for the real problem he must solve. Consider the case of a department store which finds that profits are falling and sales decreasing rapidly. The falling profits and sales are symptoms of a problem. The manager must ask himself what the store's real problem is. Does the store have the wrong image? Is it selling the wrong goods or the right goods at the wrong prices? Are its costs higher than they should be?
At this early stage, the manager must also take into account the rules and principles of the company which may affect the final decision. These factors will limit the solution of the problem. One company may have a policy of buying goods only from home suppliers; another firm might, on principle, be against making special payments to secure a contract; many enterprises have a rule that managerial positions should be filled by their own staff, rather than by hiring outside personnel. Rules and policies like these act as constraints, limiting the action of the decision-taker.

Специальность ЭУС  IV семестр (6-летки)

Traditional economies
2.500

To an economist, economic society presents itself as a mechanism for survival – a means whereby people are able to carry out the tasks of production and distribution. If we look at the different political and social structures which exist in the world today, and the way in which  those systems have developed over the years, we are tempted to say that people have made use of, and are making use of, a very great varieties of economic systems. In fact, in spite of the appearance of great variety, it is a possible to group these different economic structures into four broad categories. These basic types of economic organization are usually described as Traditional economies, Market economies, Command economies and Mixed economies.

Traditional economies

The oldest and until fairly recent times by far the most common way of solving economic problem was that of tradition. In traditional societies, people use methods of production and distribution that were devised in the distant past and which have become the accepted ways of doing things by a long process of trial and error.

In these societies we find that the division of land among the families in the village or tribe, the methods and times of planting and harvesting, the selection of crops, and the way in which the produce is distributed among the different groups are all based upon tradition. Year by year, little is changed; indeed a change in working procedures may well be regarded as an affront to memory of one’s ancestors or as an offence against the gods.

The basic economic problems do not arise as problems to be discussed and argued about. They have all been decided long ago. One follows the path that one was born to follow; a son follows in the footsteps of his father and uses the same skills and tools. A caste system provides a good example of the rigidity of a traditional society. The production problems (i.e. What? and How?) are solved by using land as it has always been used and the worker carrying out the traditional skills according to his or her fixed place in social structure. The distribution problem (For Whom?) is solved in a similar manner. There will be time-honoured methods of sharing out the produce of the harvest and hunt. The elders, the heads of families, the women and the children will receive shares according to ancient custom.

Traditional solutions to the economic problems of production and distribution are encountered in primitive agricultural and pastoral communities. But, even in advanced countries, tradition still plays some part in determining how the economy works. We are familiar with industries in which it is customary, for the son to follow his father into a trade or profession, and in Britain equal pay for women did not obtain legal sanction until the 1970-s.

Market economies

4.000

A society may attempt to deal with the basic economic problems by allowing free play to what are known as market forces. The state plays little or no part in economic activity. Most of the people in the non-communist world earn ant spend in societies which are still fundamentally market economies.

The market system of economic organization is also commonly described as a free enterprise or laissez-faire, or capitalist system. We shall use all these terms to stand for a market economy. Strictly speaking the pure market of laissez-faire system has never existed. Whenever there has been some form of political organization, the political authority has exercised some economic function (e.g. controlling prices or levying taxation). It is useful, however, to consider the way in which a true market system would operate because it provides us with a simplified model, and by making modifications to the model we can approach the more realistic situations step by step.

The framework of a market or capitalist system contains six essential features. They are:
1. private property

2. freedom of choice and enterprise

3. self-interest as the dominating motive

4. competition 
5. a reliance on the price system

6. a very limited role for government.

1. Private property.

The institution of private property is a major feature of capitalism. It means that individuals have the right to own, control and dispose of  lands,  buildings, machinery, and other natural and man-made resources. Man-made aids to production such as machines, factories, docks, oil refineries and road networks  are known as capital. Private property not only confirms the right to own and dispose of real assets, it provides the owners of property with the right to income from that property in the form of rent, interest and profits.

2. Freedom of choice and enterprise.

Freedom of choice and enterprise means that individuals are free to buy and hire economic resources, to organize these resources for production, and to sell their products in the markets of their own choice. Persons who undertake these activities are known  as entrepreneurs and such people are free to enter and leave the industry.

Freedom of choice means that owners of land and capital may use these resources as they see fit. It also means that workers are free to enter (and leave) any occupation for which they are qualified. Finally it means that consumers are free to spend their incomes in any way they wish. The freedom of consumer choice is usually held to be the most important of these economic ‘freedoms’. In the models of capitalism, producers respond to consumers’ preferences – they produce whatever consumers demand.

2. Self-interest. 
Since capitalism is based on the principle that individuals should be free, to do as they wish, it is not surprising to find that the motive for economic activity is self-interest. Each unit in the economy attempts to do what is best for itself. Firms will act in ways which, they believe, will lead to maximum profits (or minimum losses). Owners of land and capital will employ these assets so as to obtain the highest possible rewards. Workers will spend their incomes on those things which yield the maximum satisfaction.

4. Competition. 

Economic rivalry or competition is another essential feature of a free enterprise economy. Competition, as economists see it, is essentially price competition. The model of the market economy envisages a situation where, in the market for each commodity, there are large numbers of buyers and sellers. Each buyer and seller accounts for an insignificant share of the business transacted and hence has an influence on the market demand or market supply. It is the forces of total demand and total supply which determine the market price, and each participant, whether buyer or seller, must take this price as given since it is beyond his or her influence or control. In theory at least, competition is the regulatory mechanism of capitalism. It limits the use of economic power since no single firm or individual is large enough or strong enough to control a market and exploit the other buyers or sellers.

5. Markets and prices.  
Perhaps the most basic feature of the market economy is the use of the price mechanism for allocating resources to various uses. The price system is an elaborate system of communications in which innumerable free choices are aggregated and balanced against each other. The decisions of producers determine the supply of a commodity; the decisions of buyers determine the price. Changes in demand and supply cause changes in market prices and it is these movements in market prices which bring about the changes in the way in which society uses its economic resources. 

Command Economies

2.500

Another method of solving the economic problems is also one which has a long history. This is the method of economic command where the solutions to the economic problems are worked out by some all-powerful authority which imposes its solutions on the population.

It is more usual to refer to the present-day command economies as planned economies although, strictly speaking, leaving the economy to run itself (i.e. laissez-faire) may be described as a kind of economic ‘plan’. Nevertheless, in line with general usage, we shall use the term ‘planned economy’ to refer to an economy which is subject to a high degree of direct centralized control.

T is important to note that no modern economy is without some elements of command. In all developed and most underdeveloped countries, even those described as capitalist, there is a large measure of government control. In the UK, for example, the government is the biggest business in the country.

Ownership and Control of Economic Resources

Although economic planning may be employed in societies where property is privately owned, it seems realistic to assume that a fully planned economy means one in which all the important means of production are publicly owned. In socialist societies all land, housing, factories, power stations, transport systems and so on are usually owned by the state.

The logic of public ownership in these societies is based upon the desire for a more equitable distribution of income and wealth. Private ownership of property leads to great inequalities of wealth, and this, in turn means that the wealthier groups are able to exercise great economic power. Such a situation implies great inequalities of opportunity. The better off   members of society are able to use their greater wealth to obtain superior education, better health services, more effective training, and better business opportunities.

Although land and capital may be owned collectively rather than individually, it does not follow that control of these resources must be centralized. In some planned economics the state keeps a tight control on the use of economic resources and  all important economic decisions are taken by powerful central committees. This is described as bureaucratic organization, because the running of such an economy will require large numbers of planners and administrators to draw up and operate the national plan.

Alternatively, although the ultimate ownership of resources may be vested in the state, the control and day-to-day running of the farms, factories and shops may be handed over to cooperative groups of workers and consumers. These organizations are usually described as ‘workers’ collectives, as opposed to the state enterprises which are controlled directly by the government.

One important feature of a society in which property is publicly owned is that there will be no form of personal income which is derived from the ownership of property. In the capitalist system incomes take the form of wages, interest, rent, and profits – the latter three of which arise from the ownership of various types of property.

Mixed Economies

1.000

We have seen that three is some use of the market mechanism in planned economies. Likewise there is some measure of state control in free market economies. Here the term mixed economy is used; it describes most of the economies in the noncommunist world. These countries are basically market economies, but all contain elements of state enterprise and governments in all of them intervene to modify the operation of market economies.

In these mixed economies private property is an important institution. Supporters of the mixed system hold the view that private property provides an important incentive for people to work, save and invest. They oppose the abolition of private property and argue that it is possible to present great inequalities of wealth from arising by the appropriate government measures (e.g. heavy taxation of income and wealth).

The mixed economy has come into being as a result of increasing government intervention and control in capitalist countries. This development has been particularly extensive during the 20th century. There are many reasons for this increasing ability of governments.  

ADDITIONAL MATERIAL
1 семестр
COMPANY FINANCE


A company’s share capital is often referred to as equity capital. Part of the company’s profit is paid to shareholders as a dividend according to the number of shares they own. If shareholders sell their shares they get more or less than they face value. It depends on the fact if the company is doing well or badly.


If the company needs to raise more capital for expansion it might issue new shares and often it give existing shareholders the right to buy these new shares at a low price. This is called rights issue.


If the company wants to turn some of its profits into capital or capitalize some of its profit it can issue new shares at no cost to the existing shareholders. This issue is called bonus or capitalization issue. Companies often issue such shares instead of paying dividends to the shareholders.


A business must be supplied with finance at the moment it requires it. If there is a regular inflow of receipts from sales a regular outflow of payments for the expenses of operation there are no serious problems. But in many cases a considerable time must elapse between expenditure and the receipt of income. It is the purpose if financial institutions to assist in the financing of business during this interval. Business companies turn to the capital market and the commercial banks to assist them.

Notes to the text:

equity capita (share capital)         акционерный капитал
face value                                         нарицательная стоимость                     
rights issue                                       выпуск акций для размещения среди акционеров
inflow (out flow)                               приток (отлив, отток)

receipts                                              денежные поступления
expense (expenses)                           расходы 
syn. expenditure
capitalization issue                         капитализационный выпуск , капитализационная
                                                         эмиссия (выпуск ценных бумаг, предназначенных 
                                                         для капитализации резервов компании: на сумму 
                                                          резервов выпускаются акции, которые затем 
                                                          бесплатно размещаются среди текущих акционеров )
Answer to the questions:

1. What is an equity capital?

2. What is a dividend?

3. What can a shareholder do with their shares?

4. How can the capital raise more capital?

5. Where can a business find a capital if there are serious problem with financing?

Complete the sentences according to the text:

1. If the company is doing badly and the shareholders sell their shares they get…

2. Rights issue is…

3. Capitalization issue is …

4. If there is a regular inflow of receipts from sales and regular outflow of payment for expenses …
CORPORATE  FINANCE

Corporations need financing for the purchase of assets and the payment of expenses. The corporations can issue shares in exchange for money or property. Sometimes it is called as equity funding. The holders of the shares form the ownership of the company. Each share is represented by a stock certificate, which is negotiable. It means that one can buy and sell it. The value of a share is determined by the net assets divided by the total number of shares outstanding. The value of the share also depends on the success of the company. The greater the success, the more value the shares have.


A corporation can also get capital by borrowing. It is called debt funding. If a corporation borrows money, they give notes on bonds. They are also negotiable. But the interest has to be paid out whether business is profitable or not.


When running the corporation, management must consider both the outflow and inflow of capital. The outflow is formed by the purchase of inventory and supplies, payment of salaries. The inflow is formed by the sale of goods and services. In the long run the inflow must be greater that the outflow. It results in a profit. In addition, a company must deduct its costs, expenses, losses on bad debts, interest on borrowed capital and on her items. It helps to determine if the financial management has been profitable. The amount of risk involved is also an important factor. It determines the fund raising and it shows if a particular corporation is a good investment.

Notes to the text:

equity funding                    акционерный способ образования денежного фонда
debt funding                       образования денежного фонды с помощью займа 
negotiable                           оборотный, могущий быть купленным, проданным
net assets                             стоимость имущества за вычетом обязательств 
bond                                     долговое обязательство, облигация
a note                                   зд. долговая расписка
to run a corporation           руководить корпорацией
Exercise. Complete the following sentences according to the text.

1. Corporations need financing for …

2. Equity funding is …

3. When a share a negotiable it means …

4. The value of share depends on …

5. Debt funding is …

6. Interest on bond has to be paid out …

7. The out flow of capital is formed …

8. The inflow of capital is formed …

9. Corporations get a profit when …

10. … helps to determine if the financial management has been profitable.

WHY FINANCE?


One of the primary considerations when going into business is money. Without sufficient funds a company cannot begin operations. The money needed to start and continue operating a business is known to be a capital. A new business needs capital not only for ongoing expenses but also for purchasing necessary assets. These assets – inventories, equipment, buildings and property – represent an investment of capital in the new business.


How this new company obtains and uses money will, in large measure, determine its success. The process of managing this acquired capital is known as financial management. In general, finance is securing and utilizing capital to start up, operate, and expand a company.


 To start up or begin business, a company needs funds to purchase essential assets, support research and development, and buy materials for production. Capital is also needed for salaries, credit extension to customers, advertising, insurance, and many other day-to-day operations. In addition, financing is essential for growth and expansion of a company. Because of competition in the market, capital needs to be invested in developing new product line and production techniques and in acquiring assets for future expansion.


In financing business operations and expansion, a business uses both short-term and long-term capital. A company, much like an individual, utilizes short-term capital to pay for items that last a relatively short period of time. An individual uses credit cards or charge accounts for items such as clothing or food, while a company seeks short-term financing for salaries and office expenses. On the other hand, an individual uses long-term capital such as a bank loan to pay for a home or car – goods that will last for a long time. Similarly, a company seeks long term financing to pay for new assets that are expected to last many years. 


When a company obtains capital from external sources, the financing can be either on a short-term or a long-term arrangement. Generally, short-term financing can be repaid in less than one year, while long-term financing can be repaid over a longer period of time.


Finance involves the securing of funds for all phases of business operations. In obtaining and using this capital, the decisions being made by managers affect the overall financial success of a company.

I. Ответьте на следующие вопросы к тексту:

1. Why does a new business need a capital?

2. What determines a success of a business?

3. What is a financial management?

4. What is finance?

5. Why is it necessary to invest in developing new product lines and production technique?

6. What is the difference between short-term and long-term capital?

7. Where can a company obtain the capital?

8. What affect the overall success of the business?
Exercise. Determine which of the following statements are true and which are false. Correct those statements which are false by rewriting them. Translate all the sentences.

1. Long-term financing is used by a company to purchase new equipment and to construct additional facilities.

2. A new business only needs capital to meet day—to-day expenses.

3. In financing business operation, a company relies almost entirely on short-term financing.

4. Long-term financing and short-term financing may be acquired from outside sources.

5. How well a company manages its finances affects the overall success of the business venture.

The Balance Sheet


Financial statements are the final product of the accounting process. They provide information on the financial condition of a company. The balance sheet, one type of financial statement, provides a summary of what a company owns and what it owes on one particular day.


Assets represent everything of value that is owned by a business, such as property, equipment and accounts receivable. On the other hand, liabilities are the debts owed by a company – for example, to suppliers and banks. If liabilities are subtracted from assets (assets – liabilities), the amount remaining is the owners’ share of a business. This is known as owners’ or stockholders’ equity.


One key to understanding the accounting transactions of a business is to understand the relationship of its assets, liabilities, and owners’ equity. This is often represented by the fundamental accounting equation: assets equal liabilities plus owner’s equity.

Assets + Liabilities + Owners’ Equity


These three factors are expressed in monetary terms and therefore are limited to items that can be given a monetary value. The accounting equation always remains in balance; in other words, one side must equal the other.


The balance sheet expands the accounting equation by providing more information about the assets, liabilities, and owner’s equity of a company at a specific time (for example, on December 31, 2005). It is made up of two parts. The first part lists the company assets, and the second part details liabilities and owners’ equity. Assets are divided into current and fixed assets. Cash, accounts receivable, and inventories are all current assets.  Property, buildings, and equipment make up the fixed assets of a company. The liabilities section of the balance sheet is often divided into current liabilities (such as accounts payable and income tax payable) and long-term liabilities (such as bonds and long-term notes).


The balance sheet provides a financial picture of a company on a particular date, and for this reason it is useful in two important areas. Internally, the balance sheet provides managers with financial information for company decision-making. Externally, it gives potential investors data for evaluation of the company’s financial position.
Notes to the text:

accounts receivable       - дебиторская задолженность
accounts payable           - счета к платежу
current and fixed assets – оборотные и основные фонды
Exercise1. Give definitions to the following terms:

1. Assets are …

2. Liabilities are …

3. Owners’ equity is…

4. A balance sheet is …

5. A balance sheet provides …

6. An accounting equation is …

7. Current assets are…

8. Fixed assets are …

WHAT IS ACCOUNTING?


1. Accounting has been called “the language of business”. Perhaps a better term is “the language of financial decisions”. The better you understand the language, the better you can manage the financial aspects of living. Personal financing planning, investments, loans, car payments, income taxes, and many other aspects of daily life are based on accounting. A recent survey indicates that business managers believe it is more important for college students to learn accounting than any other subject. Other surveys show that persons trained in accounting and finance make it to the top of their organizations in greater numbers than persons trained in any other field. Indeed, accounting is an important subject.


3. Accounting is the system that measures business activities, processes that information into reports and communicates these findings to decision makers. Financial statements are the documents that report on an individual’s or an organization’s business in monetary amounts.


Is our business making a profit? Should we start up a new line of women’s clothing? Are sales strong enough to warrant opening a new branch outlet? The most intelligent answers to business questions like these use accounting information. Decision makers use the information to develop sound business plans. As new programs affect the business’s activities, accounting takes the company’s financial pulse beat. The cycle continues as the accounting system measures the results of activities and reports the results to decision makers.


4. Bookkeeping is a procedural element of accounting as arithmetic is a procedural element of mathematics. Increasingly, people are using computers to do much of the detailed bookkeeping work at all levels – in households, business, and organizations of all types.

Ответьте на следующие вопросы к тексту:

1. Why has accounting been called “the language of financial decisions”?

2. Why is it more important for college students to study accounting and finance?

3. What are financial statements?

4. Why accounting information is so necessary for managers (decision-makers)?

5. What is the difference between accounting and bookkeeping?

Users of Accounting Information

Individuals. People use accounting information in day-to-day affairs to manage their bank accounts, to evaluate job prospects, to make investments, and to decide whether to rent or to buy a house.

Businesses. Managers of businesses use accounting information to set goals for their organizations, to evaluate their progress toward those goals, and to take corrective action if necessary. Decisions based on accounting information may include which building and equipment to purchase, how much merchandise inventory to keep on hand, and how much cash to borrow.

Investors and Creditors. Investors provide the money that businesses need to begin operations. To decide whether to help start a new venture, potential investors evaluate what income they can reasonable expect on their investment. This means analyzing the financial statements of the new business. Those people who do invest monitor the progress of the business by analyzing the company’s financial statements and by keeping up with its developments in the business press, for example, The Wall Street Journal, Business Week, Forbes, and Fortune.

Ответьте на вопросы:

1. Who are users of accounting information?

2. Why do they use it?
Read the text and answer the following questions:
1. How old is accounting?
2. What century does it date back?

3.
When did the main bookkeeping terms appear such as "double entry
bookkeeping", "income",
4. What does the words "debit" and "credit" mean?

5. When and why were developed more complicated accounting systems?

6. Why is term "data processing" associated with bookkeeping?
The Development of Accounting Thought

  
Accounting has a long history. Some scholars claim that writing arose in order to record accounting information. Account records date back to the ancient civilizations of China, Babylonia, Greece, and Egypt. The rulers of these civilizations used accounting to keep track of the cost of labour and materials used in building structures like the great pyramids.

Accounting developed further as a result of the information needs of merchants in the city-states of Italy during the 1440s. In that commercial climate the monk Luca Pacioli, a mathematician and friend of Leonardo da Vinci, published the first known description of double-entry book-keeping in 1494.
The double-entry accounting system - in which for every "debet dare" there is a "debet habere" - has evolved to the point where it is very much like the present day system. Debet dare and debet habere are Latin terms meaning "should give" and "should have" respectively.
The pace of accounting development increased during the Industrial Revolution as the economies of developed countries began to mass-produce goods and increased competition required merchants to adopt more sophisticated accounting systems.
In the 19th century, the growth of corporations, especially those in the railroad and steel industries, spurred the development of accounting. Corporation owners -the stockholders- were no longer the managers of their business. Managers had to create accounting systems to report to the owners how well their businesses were doing.
The role of government has led to still more accounting development. When the federal government started the income tax, accounting supplied the concept of "income". Also, government at all levels has expanded its role in health, education, labour, and economic planning and it required strict accountability and compliance with standards in the business community.
Since the mid—20lh century bookkeeping as an essential part of all accounting systems has been carried out by machines. The introduction of computers broadened the scope of bookkeeping and the term "data processing" now often associates with bookkeeping.
Exercise. Complete the following sentences according to the text.
1. Some scholars assume that writing appeared because it was necessary ...

2. In 1440s they were ... who developed accounting further as a result of
information needs.

3. The first known description of double-entry book-keeping was made by ... in
4. Debit and credit today were originated from Latin words ... which mean ...

5. More sophisticated accounting systems appeared during ... when developed
countries began ...

6. In the 19th century managers had to develop accounting systems ...

7. Strict accountability and many accounting terms, such as "income", for
example, were supplied because...

8. Since the mid- 20th century bookkeeping... and the introduction of computers...

Прочитайте текст и ответьте на вопросы.
Accounting

Accounting shows a financial picture of the firm. An accounting department records and measures the activity of a business. It report on the effects of the transactions on the firm financial condition. Accounting records gives a very important data. It is used by management, stockholders, creditors, independent analysts, bank and governments.

Most businesses prepare regularly the two types of records. That is the income statement and balance sheet. These statements show how money was received and spent by the company.

One major tool for the analysis of accounting records is ratio analysis. A ratio analysis is the relationship of two figures. In finance we operate with three main categories of ratios. One ratio deals with profitability, for example, the return on Investment Ratio. It is used as a measure of a firms operating efficiency.

The second set of ratios deals with assets and liabilities. It helps a company to evaluate its current financial structure of the company. It analyses the value of the ownership of the firm.
Notes to the text

ratio analysis                          анализ коэффициентов
profitability                            прибыльность
return on investment ratio    коэффициент возвращения инвестиций
Answer the questions:

1. What is the purpose of accounting?

2. Who used the data provided by accounting firm?

3. What are the two types of records which most businesses prepare?

4. What can you know analyzing the income statement and balance sheet of a company?

5. What is the purpose of the ratio analysis?

6. What categories of ratio in finance do you know?
Vocabulary Exercise

	1. An accounting helps … the activity of a business.

2. Do you know the effect of you last … on financial condition of the firm.

3. Accounting records provide … for stockholders, independent analysts.

4. The second type of ratio helps the company … its current financial position.

5. … is one of the two main records which most of the businesses prepare regularly.

6. The … of the company includes real estate in California.

7. I am sure of the … of this transaction.

8. Our company’s current … is very high.

9. They … from the association with that corporation.
	1. to profit

2. profit

3. efficiency

4. ownership

5. to evaluate

6. transaction

7. data

8. income statement

9. to measure


BOOKKEEPERS, ACCOUNTANTS AND CONTROLLERS

Bookkeepers deal in taxes, cash flow, which includes cash receipts and cash disbursements, sales, purchases and different business transactions of the company.

Bookkeepers first record all the appropriate figures – in the books of original entry, or Journals. At the end of a period usually a month – the totals of each book of original entry are posted into the proper page of the Ledger. The Ledger shows all the expenditures and all the totals of each account in the Ledger. The bookkeeper prepares a Trial Balance. Trial Balances are usually drawn up every quarter.

 The accountant’s responsibility is to analyze and interpret the data in the Ledger and the Trial Balance.

The accountant is to determine the ways in which the business may grow in the future. No expansion or reorganization is planned without the help of the accountant. New products and advertising campaigns are also prepared with the help of the accountant. The work of accountants is rather sophisticated after they pass examinations in Institute of Accountants. Certified accountants in England are called chartered accountants. In the USA the certified accountants are called certified public accountants. But it is not necessary to have a certificate to practice accounting. Junior employees in large companies, for example, often practice accounting and then take examinations. The chief accounting officer of a large company is the Controller, or Comptroller.

Controllers are responsible for measuring the company’s performance. They interpret the results of the operations, plan and recommend future action. This position is very close to the top executives of the company.

Notes to the text:

chartered accountant                             бухгалтер, бухгалтер-эксперт, аудитор
(certified public accountant, Am.)

book                                                         бухгалтерская книга                      

entry                                                         бухгалтерская запись, проводка
to post                                                       переносить в главную бухгалтерскую книгу
ledger                                                        главная книга
earnings                                                    доходы
Trial balance                                           пробный баланс
 Complete according to the text:

1. Bookkeepers deal in …

2. Bookkeepers record …

3. The Ledger shows …

4. Trial balance are drawn up by … every …

5. The accountant is to …

6. Certified accountants in England are called ….

7. Certified accountants in the USA are called ….
8. Junior employees …

9. The chief accounting officer of a large company is …

10. Controllers are … and they …

11. This position is very close to …

AUDITOR AND THEIR REPORT


Auditors are usually independent certified accountants who review the financial record of a company. These reviews are called audits. They are usually performed at fixed intervals – quarterly, semiannually or annually. Auditors are employed either regularly or on a part-time basis. Some large companies maintain a continuous internal audit by their own accounting departments. These auditors are called internal auditors.


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.

Auditors see that current transactions are recorded promptly and completely. Their duty is to reduce the possibility of misappropriation, to identify mistakes or detect fraudulent transactions. Then they are usually requested to propose solutions for these problems.


Thus auditors review financial records and report to the management on the current state of the company’s fiscal affairs in the form of Auditor’s Report or Auditor’s Opinion.
Notes to the text:

 irregularity                            нарушение правил, неправильность
misappropriation                   незаконное присвоение 

fraudulent                               обманный мошеннический
Complete according to the text:

1. Auditors are….

2. These reviews are called…

3. Auditors are employed …

4. Currently outside audits are …

5. Auditor’s duty is …

6. Thus, auditors review …

ADDITIONAL MATERIAL
2 семестр
Small Business 

The greatest determinant of the success of your business is you, your character and skills. This you must believe if your busi​ness is to have any chance of prospering. The type of a person who blames external factors for failure and believes that his own de​cisions have little impact on the course of events is not suited to building a business. The conventional image of an entrepre​neur is of a strong-minded, positive risk-taker with a sense of destiny, seizing the ever-present opportunities.

Motives for starting a business may range from achieving monetary gain for enhancing status to establishing a comforta​ble working environment. Generally, when people engage in manufacturing or trade, they do so in order to gain wealth and/or power, but their activity is good for all of society. The more goods they make or trade, the more goods people will have. The more people who manufacture and trade, the greater the compe​tition is.  Competition among manufacturers and merchants helps all people by providing even more goods and probably at lower prices. This activity creates jobs and spreads wealth.

When it comes to establishing a business in theory, a well-run business should succeed in any market. In practice, how​ever, you can make success more likely by choosing your product and market carefully. Running your own business doesn't mean that you have to be an expert at everything; but you do have to appre​ciate the importance of likely causes of failure so that you can control your business properly. Most of these causes of failure are a result of lack of skills. Try to require an appreciation of the crucial factors. Watch out for these factors by seeking training or advice from others in these areas in which you are weak.

The conventional view is that your business is more likely to be successful if it fulfils these criteria:

•   The people involved realistically assess their strengths and weaknesses and try to overcome short-comings (This is the most important criterion).

•   The idea and the market for it has necessary growth potential.

•    Financing is sufficient to cover the short-fall of working capital especially in the early days.

If you cannot fulfill these criteria at the moment, do not accept defeat; you may be able to in the future. Most of the processes can be learnt and acquired if your personality allows for real​istic self-assessment.

You will fail if your operation does not match up well to the three criteria mentioned above.

Of course, it's true that small businesses often fail. Often, fail​ure of a small business venture turns out to be a valuable learn​ing experience for the entrepreneur, who may be more successful the second or third time. Unsuccessful attempts to start a business become part of the larger process of sorting out the market and making it more efficient. Small businesses often grow into, large ones, adding to the economic stability of the nation.

Sole Proprietorship

The legal form of business organization that has only one owner is known as a sole proprietorship. Many businesses are sole proprietorships, firms owned and operated by a single per​son.

When a person decides to open an independent business, that person is then entirely responsible for its success or failure.

Any profits go to the owner; any losses are his or her responsibility as well. If the losses prove to be greater than the investment, the individual is responsible for paying them, even if this depletes all personal assets. One of the advantages of a sole proprietorship is that an owner can make decisions quickly and decisively with​out having to consult others. And an individual proprietor, by law, pays fewer taxes and at lower rates than does a corporation.

There are disadvantages to this form of business organiza​tion, however. A sole proprietorship ends with the incapacity or death of the owner. The assets can be inherited by a person who may even become the operator, but legally the business dies with its owner. Also, since it is dependent upon the amount of mon​ey the owner has saved or can borrow, usually it does not devel​op into a large-scale enterprise.

In spite of its limitations, the sole proprietorship is well adapt​ed to many kinds of small businesses and suits the temperament of many persons who like to exercise initiative and be their own bosses.

Partnership 

A partnership is an association of two or more persons to carry on a business for profit. When the owners of the partnership have unlimited liability they are called general partners. If partners have limited liability they are called «limited partners». There may be a silent partner as well - a person who is known to the public as a member of the firm but without authority in management. The reverse of the silent partner is the secret partner - a person who takes part in management but who is not known to the public.

Any business may have the form of the partnership, for exam​ple, in such professional fields as medicine, law, accounting, insurance and stockbrokerage. Limited partnerships are a com​mon form of ownership in real estate, oil prospecting, quarry​ing industries, etc.

Partnerships have more advantages than sole proprietorship if one needs a big capital or diversified management. Like sole pro​prietorship they are easy to form and often get tax benefits from the government.

Partnerships have certain disadvantages too. One is unlimited liability. It means that each partner is responsible for all debts and is legally responsible for the whole business. Another disad​vantage is that partners may disagree with each other.

Corporation 

A business corporation is an institution established for the purpose of making profit. It is operated by individuals. Their shares of ownership are represented by stock certificates. A person who owns a stock certificate is called a stock-holder.

There are several advantages of the corporate form of owner​ship. The first is the ability to attract financial resources. The next advantage is that a corporation attracts a large amount of capital it can invest it in plants, equipment and research. And the third advantage is that a corporation can offer higher salaries and thus attract talented managers and specialists.

The privately owned business corporation is one type of corpo​ration. There are some other types too. Educational, religious, charitable institutions can also incorporate. Usually such corpo​ration does not issue stock and is nonprofit. If there is a profit it is reinvested in the institution rather than distributed to private stockholders.

In some western countries, cities, states, federal government and special agencies can establish governmental corporations. A few examples of these governmental corporations are state hospi​tals and city owned utilities. Governmental corporations are non-profit as a rule and usually they do not issue stock certificates.

Business Partnerships in the USA 

When a proprietor wants to expand a business, one way to do it is to form a partnership, a business formed for profit by two or more co-owners. The rights and duties of a partnership are regulated by laws of the state where it is formed and by a legal agreement entered into by the co-owners. Usually an agreement specifies the amount of the money each is investing and duties each partner assumes. A partnership agreement also may provide for a «silent partner» who does not take part in the management, but who invests money in the business.

The partnership has the advantage of pooling managerial tal​ent. One partner may be qualified in production, another in market​ing. The partnership, like individual ownership, is exempt from most of the reporting that the government requires of corporations. Furthermore, it has a favorable tax position when compared with the corporation. Federal taxes are paid by individual partners on their share of earnings; beyond that the business is not taxed.

A major disadvantage of the partnership is that each member is liable for all the debts of the partnership; the act of any partner is legally binding upon the others. If one partner takes a large amount of money from the business and squanders it, the others must pay the debt. Partnerships suffer another major disadvantage: decision-making is shared. If partners have serious and constant disagree​ments, the business is bound to suffer.                        

Nonetheless, the partnership remains a vital part of the overall business economy.

Large Corporations in the USA 

Although there are many small and medium-size corporations, bigger business units are needed to perform certain services in the vast economy. Large corporations can supply goods and services to a greater number of people across a wider geographic area than small businesses. They serve consumers across the nation and across the world. Corporate products tend to cost less per unit sold. More​over, consumers benefit from the availability of corporate «brand names», which they recognize as guaranteeing a certain level of quality wherever purchased.

Large corporations also have the financial strength to research, develop and produce new goods. Their scientific know-how, inno​vation and technical capability are critical to maintaining the na​tion's competitiveness and productivity.

In the United States, a corporation is a specific legal form of organization of persons and resources chartered by one of the 50 states for the purpose of conducting business. When people and resources are brought together, the result in the eyes of the law - is a person (Indeed, the Latin word «corpus» means «body» or « per​son»). A US corporation, distinct from any individual human being, may own property, sue or be sued in the court and make con​tracts. For this reason, a corporation is an ideal vehicle for the conduct of business by many smaller enterprises as well as larger ones.                              

Advantages and Disadvantages of Corporations 

The corporate form of business is more flexible instrument for large-scale economic activity than the sole proprietorship or part​nership.

First, because the corporation itself has legal standing, it safe​guards its owners, relieving them of individual legal responsibility when they act as agents of the business.

Second, the owners of shares of stock have limited liability; they are not responsible for corporate debts. If a share-holder paid $ 100 for 10 shares of stock and the corporation goes bankrupt, he or she can only lose $ 100 invested.

Third, corporate stock is transferable. Thus, the corporation is not damaged by the death or disinterest of a particular person. An owner of stock can sell his or her holdings at any time or pass the stock along to heirs. Yet, the corporate business organization has drawbacks as well as benefits.

One disadvantage relates to the taxation. As a separate legal entity, the corporate may pay taxes. Unlike the treatment of inter​est on bonds, dividends paid to shareholders are not a tax-deducti​ble business expense for the corporation. When the corporation passes along profits to individuals in the form of dividends, the individuals are taxed again on these dividends. This is known as «double taxation».

Another cost results from the fact that ownership becomes sepa​rated from management. While this makes management easier, some managers are tempted to act more in their own interests than of the stockholders.

Money 

Money is the heart of business. Money is needed to pay wages, to acquire materials to make up into manufactured goods and to reward those who attempt to anticipate the needs of society and stand to lose if they fail to do so. Money is lubricant which allows the diverse elements in the economic system to interact effectively. If a business runs short of money in the private sector it will be wound up (if a company) or closed down (if the proprietor is bank​rupted). People will lose their jobs and the flow of goods and/or services it has been providing will dry up. Money is the life blood of business and executives of all types will find much of their time and energy devoted to coping with problems of a financial nature. Fi​nance becomes critical when a business is being first set up; when expansion is planned or when a shortage of working capital is de​veloped.

Without money business would be impossible. It is needed to pay wages, buy raw materials and to reward successful entrepre​neurs. If there is a shortage of money, the business will collapse. There will be no production, no jobs. That is why the executors spend so much time dealing with financial problems.

Corporate Finance 

Corporations need financing for the purchase of assets and the payment of expenses. The corporations can issue shares in ex​change for money or property. Sometimes it is called as equity fund​ing. The holders of the shares form the ownership of the company. Each share is represented by a stock certificate, which is negotia​ble. It means that one can buy and sell it. The value of a share is determined by the net assets divided by the total number of shares outstanding. The value of the share depends on the success of the com​pany. The greater the success, the more value the shares have.

A corporation can also get capital by borrowing. It is called debt funding. If a corporation borrows money, they give notes or bonds. They are also negotiable. But the interest has to be paid out whether business is profitable or not.

What Special Problems Face Small Business 

Small firms (with, say, less than 500 workers) are often faced with the problems of limited capital. This has a number of side-effects. It means first that they are unable to benefit from economies of scale. Bank managers will be less inclined to lend those funds and will charge them higher rates of interest when they do.

People will be prepared to buy shares in well-known compa​nies. They will not want to buy securities of any sort from small unknown companies. Whereas large firms can threaten to with​draw their business, if debts owing to them are not settled on time, they tend to be regrettable slow on paying their own bills.

An engineer may set up a firm using his technical skills as the basis of the business. As the business grows, his defects as a market​ing manager, accountant and personnel manager will begin to ap​pear. He cannot be an expert in all sections of the business, nor can he afford to consult his larger competitors.

The small firm is also unlikely to be able to afford sophisticated^ technological equipment such as a mainframe computers or visual display, however useful they might be. Advertising cost spread out over a large number of units may be insignificant, but given a small​er level of output they prove an intolerable burden. Inevitably, tel​evision advertising tends to be a resource available only to the larg​er concerns.

Starting-up Financing

The young businessman must find sources of money that will last until revenue begins to exceed cash outflows. He must be crea​tive in finding start-up funding. New small businesses can start with the businessman's own assets. On top of that, start-up financing may come from friends and relatives. The larger businesses can obtain funds from venture capital investors.

One of the personal assets the businessman can use to raise funds for the business is his home. The value of the home that the owner has paid for is called the owner's equity in the home. By pledging this equity, the homeowner can obtain a second mortgage or a home equity loan.

A businessman can find another source of start-up financing by a life insurance policy. Many policies build up cash surrender val​ue - the money that the policy- holder can borrow at a low interest rate.

Those who need more funds can obtain a variable rate install​ment loan. It is a personal loan with an interest rate tied to the prime rate or some other index when the index changes the rate changes in the same direction.

Some good sources of start-up funds are family members and friends. Many people can afford to lend at a low interest rate. The lender can share ownership of the business or can become a partner or shareholder in a corporation.

In some cases new companies can obtain cash from venture capital firms. These financial intermediaries specialize in funding ventures with good promise and invest in businesses which generate high profits within five years. Initially venture capital firms invest​ed in high-tech industries, but now other branches enjoy this kind of financial aid, especially those working in the health-care field. The venture capital firms provide seed money to start a new company funds to help the venture grow and gain the market and money to buy out a business.

Small Business in the USA 

Not all people who start businesses dream of huge multimillion-dollar corporations with international sales. Many just want to sell things - fruits and vegetables, home appliances, clothes or computers so that they can be «their own bosses». These small busi​nesses are an important part of the economy. Many of them provide needed goods and services in city neighborhood, in small towns or in rural areas, where large companies might not provide adequate service.

Every year hundreds of thousands of Americans start their own businesses. A government agency, the Small Business Administra​tion helps with information, advice, and, sometimes, loans and grants. Many large companies with many stores started as one-store operations.

The Coca-Cola Company, which distributes its soft drinks around the world, began when a pharmacist mixed together the first Coca-Cola drink and began selling in the southern city of Atlanta, Georgia.

Blue jeans, the popular denim trousers known to teenagers around the world, were invented by a poor cloth peddler who sold his first pair to gold miners in California in the 1880s. His compa​ny, Levi Strauss, remains one of the largest clothing manufacturers in the United States.

One of the most significant changes in recent decades has been a shift away from the production of goods to the delivery of services as the dominant feature of the American economy. Where once most workers in the United States produced actual goods - from tooth​paste to tires - most Americans today work in the sector of the economy that is broadly defined as providing services. Service in​dustries include retail businesses, hotels and restaurants, federal and local government, office administration, banking and finance, and many other types of work. At the same time, as many tradition​al manufacturing enterprises in the United States decline or grow slowly, new companies spring up that are developing high technol​ogy computer, aerospace or biochemical products and services.

Business organizations in the US have been eager to spread the message of free enterprise to new generations of Americans.

Through a variety of means, they carry their message into the schools and into the television screens of the nation. One of many activities sponsored by US businesses is a nationwide program called Junior Achievement. Local business people help high-school-age «junior achievers» to organize small companies, sell stock to friends and parents, produce and market a product (key chains, perhaps, or wall decorations) and pay stockholders a divi​dend. The same young people act as company officers, sales people and production workers. The idea is to give young people a deeper appreciation to the role enterpreneurship plays in a capitalist soci​ety and to give them experience in business practices.

The list of best selling books often includes works by successful business people relating their personal formulas for getting ahead.
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BANKS  AND FINANCIAL INTERMEDIARIES


Banks are financial institutions that accept money deposits and make loans. Included under the term “banks” are firms such as commercial banks, savings and loan associations, mutual savings banks, and credit unions.


Banks are important for three reasons:

1.  They provide a channel for linking people who want to save with those who want to invest.

2.  They play an important role in determining the money supply.

3.  They are a source of the financial innovation that is expanding the ways in which we can invest our savings.


Banks play a critical role in the creation of money, not by printing $ 50 bills but by lending. Banks loans create checking account deposits, a large component of the money supply.


If you wanted to make a loan to some companies, you would not go directly to the president of the company and offer a loan. Instead, you would lend your money to such companies indirectly through financial intermediaries, institutions such as commercial banks, savings and loan associations, mutual savings banks, credit unions, insurance companies, mutual funds, pension funds, and finance companies that borrow funds from people who have saved and in turn make loans to others.


Banks are the financial intermediaries that the average person interacts with most frequently. A person who needs a loan to buy a house or a car usually obtains it from a local bank. Most Americans keep a large proportion of their financial wealth in banks

in the form of checking accounts, savings accounts, or other types of bank deposits.


Financial intermediation is an important activity in the economy because it allows funds to be channeled from people who might otherwise not put them to productive use to people who will. In this way, financial intermediaries help promote a more efficient and dynamic economy.


Thus, banks are the most important of a number of financial intermediaries that channel funds from people who might not put them to productive use to people who can do so. Banks also play a critical role in the creation of money and have been important in the rapid pace of recent financial innovation.

COMMERCIAL BANKING

Commercial banks are businesses that trade in money. They receive and hold deposits, pay money according to customer’s instructions, lend money, etc.

There are still many people in Britain who do not have bank accounts. Traditionally, factory workers were paid wages in cash on Fridays. Non-manual workers, however, usually receive a monthly salary in the form of a cheque or a transfer paid directly into their bank account.

A current account (US: checking account) usually pays little or no interest, but allows the holder to withdraw his or her cash with no restrictions. Deposit accounts (in the US also called time or notice accounts) pay interest. They do not usually provide cheque (US: check) facilities, and notice is often required to withdraw money. Standing orders and direct debits are ways of paying regular bills at regular intervals.

Banks offer both loans and overdrafts. A bank loan is a fixed sum of money, lent for a fixed period, on which interest is paid; banks usually require some form of security or guarantee before lending. An overdraft is an arrangement by which a customer can overdraw an account, i.e. run up a debt to an agreed limit; interest on the debt is calculated daily.

Banks make a profit from the spread or differential between the interest rates they pay on deposits and those they charge on loans. They are also able to lend more money than they receive in deposits because depositors rarely withdraw all their money at the same time. In order to optimize the return on their assets (loans), bankers have to find a balance between yield and risk, and liquidity and different maturities, and to match these with their liabilities (deposits). The maturity of a loan is how long it will last; the yield of a loan is its annual return - how much money it pays - expressed as a percentage.

TYPES OF BANKS

Central banks supervise the banking system; fix the minimum interest rate; issue bank notes; control the money supply; influence exchange rates; and act as lender of last resort.

Commercial banks are businesses that trade in money. They receive and hold deposits in current and savings accounts, pay money according to customers’ instructions, lend money, and offer investment advice, foreign exchange facilities, and so on. In some countries such as England these banks have branches in all major towns; in other countries there are smaller regional banks. Under American law, for example, banks can operate in only one state. Some countries have banks that were originally confined to a single industry.

In some European countries, notably Germany, Austria, and Switzerland, there are universal banks which combine deposit and loan banking with share and bond dealing, investment advice, etc. Yet even universal banks usually form a subsidiary, known as a finance house to lend money - at several per cent over the base lending rate - for hire purchase or installment credit, that is, loans to consumers that are repaid in regular, equal monthly amounts.

In Britain, the USA and Japan, however, there is, or used to be, a strict separation between commercial banks and banks that do stockbroking or bond dealing. Thus in Britain, merchant banks specialize in raising funds for industry on the various financial markets, financing international trade, issuing and underwriting securities, dealing with takeovers and mergers, issuing government bonds, and so on.   They also offer stockbroking and portfolio management services to rich corporate and individual clients. Investment banks in the USA are similar, but they can only act as intermediaries offering advisory services, and do not offer loans themselves.

Yet, the distinction between commercial and merchant or investment banks has become less clear in recent years. Deregulation in the US and Britain is leading to the creation of “financial supermarkets” - conglomerates combining the services previously offered by stockbrokers, banks, insurance companies, etc.

In Britain there are also building societies that provide mortgages, i.e. they lend money to home-buyers on the security of houses and flats, and attract savers by paying higher interest than the banks. The savings and loan associations in the United States served a similar function, until most of them went spectacularly bankrupt at the end of the 1980s.
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 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 who 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 day’s 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 everyday 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 a 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 bank’s services and the number of transactions. If the account is overdrawn a further charge, which is interest on the overdrawn amount, is also made.

BANK  OF  ENGLAND


Today the British banking system is a complicated system. The system is headed by the Bank of England.

The Bank of England was established privately under a royal charter in 1694 and chartered by the government in return for a loan. The bank was also allowed to issue its own notes. Although started as a private bank, it gradually evolved into a Central Bank.

The Bank of England was the first central bank. It serves as the banker to the government of the United Kingdom, with sole authority to issue notes in England and Wales, and also as the banker to the country’s commercial banks. Until 1946 the bank was privately owned, but it has long governed its operations in the national interest.

From its founding in 1694 it acted as the government’s banker, lending it money to fund the national debt. It soon acquired a practical monopoly of the note issue; eventually other banks began keeping deposits with the Bank of England and using it as a clearing house for their transactions with one another. By 19th century, the Bank of England had become a “banker’s bank”. It had also acquired another function associated with central banking – that of being the “lender of last resort,” to which other banks could turn for aid when they were hard pressed.

During the 19-th century the Bank of England developed techniques for regulating interest rates and the amount of credit issued by itself and by the banking system generally. As the leading bank in the world’s leading financial center, its actions were considered critical in maintaining the international gold standard. By adjusting its discount rate, that is the interest it charged on loans to commercial borrowers, it was able to affect the international flow of-short-term capital. An increase in the discount rate would attract money to London and at the same time discourage borrowers; a reduction in the discount rate would have the opposite effect. The Bank of England was nationalized in 1946.

Today the bank is able to adjust the country’s supply of money through the purchase and sale of securities. It also controls interest rates and sets limits on the amount of bank credit.

The head of the Bank is Governor of the Bank appointed by the Queen on recommendation of the Prime Minister. The Queen also appoints Deputy Governor and the Court of Directors, which consists of 16 directors.

Additional Material
4 семестр
MANAGING IN FUTURE
What does it mean “managing the future”? It means paying attention to the past, to present, and to past and current patterns of change in the world around you. In managing the future, understanding and initiating action are top priorities. Constant innovation and improvement are valuable action steps. Relying solely o the past is neither possible nor good business. Using a past orientation results in missing opportunities and not keeping up with changes in today’s emphasis on the customer. The past-oriented manager wants to attract and retain customers, but focuses on other parts of the business: the accounting system, tax laws, the source and flow of available raw materials.

One future-oriented company that respects and has learned from the past and appreciates its founder is McDonalds’s. This fast-food firm knows that the past can’t be repeated. This firm is in constant search of innovations to remain competitive, to build on its past reputation, and to improve its position in holding off more and more competitors. McDonald’s innovations include the Big Mac, the Egg Mc Muffin, etc.

McDonald’s keeps innovating and improving and learns from the past because it can’t afford to be lazy and nonrespective. The competition is too fierce and opportunistic. The firm responds to its changing external and internal environment with new products environmentally friendly waste products, improved service and better ways doing business.

Whether McDonald’s Corporation founder Ray Kroc ever studies or considered the historical roots of management isn’t known. However, by reviewing Kroc’s style and strategies, we get the impression that he used the past as a way of learning how to manage his and McDonalds’s future.

Kroc was an innovator who favoured taking action to stay ahead of the competition. The firm’s history clearly shows that his insistence on quality has become a part of McDonald’s internal cultural fabric.

Answer the questions:

1. What are top priorities in managing the future?

2. What is the difference between a past oriented company and a future-oriented company?

3. Why is McDonald’s a success?

4. Who was McDonald’s Corporation founded by?

5. What has become a part of McDonald’s internal cultural fabric?

SCIENTIFIC MANAGEMENT
Frederic Winslow Taylor (1856-1915. F/W/Taylor called the Father of Scientific Management was an engineer by training. Taylor believed that management’s principal object should be secure the maximum prosperity for the employer, coupled with the maximum prosperity of each employee. The mutual interdependence of management and worker was a common message he expressed.

Taylor’s view of science insisted upon the systematic observation and measurement of worker activities. He was driven by the notion of applying science to answer questions about efficiency, cooperation and motivation. Taylor believed that inefficient rules of management inevitably lead to inefficiency, low productivity, and low-quality work. He recommended developing a science of management, the scientific selection and development of human resources, and personal cooperation between management and workers. Taylor believed that conflict among employees would obstruct productivity and so should be eliminated.

Taylor advocated maximum specialization of labour. He believed the person should become a specialist and master of specific tasks. Also, he assumes that increased efficiency would result from specialization. Taylor was unhappy with anything short of the one best way. He searched through the use of scientific methods for the one best way to manage.

Taylor tried to find a way to combine the interests of both management and labour to avoid the necessity for sweatshop management. He believed that the key to harmony was seeking to discover the one best way to do a job, determine the optimum work pace, train people to do the job, determine the optimum work pace, train people to do the job properly, and reward successful performance by using  an incentive pay system. Taylor believed that cooperation would replace conflict if workers and managers knew what was expected and saw the positive benefits of achieving mutual expectations. 

Answer the questions:

1. What common message did Taylor express?

2. What did Taylor’s view of “science” insist upon?

3. Why did Taylor try to find a way to combine the interests of both management and labour?

4. What was the key to harmony he believed in?

5. Why did Taylor advocate maximum specialization of labour?

FINANCIAL STATEMENTS

Companies are required by law to give their shareholders certain financial information. Most companies include three financial statements in their annual reports.

The profit and loss account shows revenue and expenditure. It gives figures for total sales or turnover (the amount of business done by the company during the year), and for costs and overheads. 

The balance sheet shows the financial situation of the company on a particular date, generally the last day of its financial year. It lists the company’s assets, its liabilities, and shareholders’ funds. A business’s assets consist of its cash investments and property (buildings, machines, and so on), and debtors - amounts of money owed by customers for goods or services purchased on credit. Liabilities consist of all the money that a company will have to pay to someone else, such as taxes, debts, interest and mortgage payments, as well as money owed to suppliers for purchases made on credit, which are grouped together on the balance sheet as creditors. 

A third financial statement has several names: the source and application of funds statement, the sources and uses of funds statement, the funds flow statement, the cash flow statement, the movements of funds statement. As all these alternative names suggest, this statement shows the flow of cash in and out of the business between balance sheet dates. Sources of funds include trading profits, depreciation provisions, borrowing, the sale of assets, and the issuing of shares. Applications of funds include the purchase of fixed or financial assets, the payment of dividends and the repayment of loans, and, in a bad year, trading losses.

BOOKKEPING

Bookkeeping is a necessary part of accounting. Bookkeepers are responsible for recording (or keeping) the financial that the accounting system processes.

Bookkeepers record every purchase and sale that a business makes, in the order that they take place, in journals. At a later date, these temporary records are entered in or posted to the relevant account book or ledger. Of course the “books” these days are likely to be computer files. At the end of an accounting period, all the relevant totals are transferred to the profit and loss account. Double-entry bookkeeping records the dual effect of every transaction - a value both received and parted with. Payments made or debits are entered on the left-hand (debtor) side of an account, and payments received or credits on the right-hand side. Bookkeepers will periodically do a trial balance to test whether both sides of an account book match. In most business prospectus the seller of goods or services sends the buyer a bill or invoice and later a receipt acknowledging payment. Businesses are obliged to retain the documents — known as vouchers— that support or prove an item in an account, and make them available to the internal and external auditors who check the accounts. Bookkeepers are not to be confused with librarians, who also keep books, or with bookmakers, who “make books” in the sense that they accept bets (on horse races, etc.) and traditionally wrote them down in a book like a bookkeeper’s journal. 

WHAT IS ACCOUNTING

Accounting has been called “the language of business” Perhaps a better term is “the language of financial decisions”. The better you understand the language, the better you can manage the financial aspects of living. Personal financial planning, investments, loans car payments, income taxes, and many other aspects of daily life are based on accounting. A recent survey indicates that business managers believe it is more important for college students to learn accounting than any other subject. Other surveys show that persons trained in accounting and finance make it to the top of their organizations in greater numbers than persons trained in any other field. Indeed, accounting is an important subject.

Accounting is the system that measures business activities, processes that information into reports and communicates these findings to decision makers. Financial statements are the documents that report on an individual’s or an organization’s business in monetary accounts.

Is our business making a profit? Should we start up a new line of women’s clothing? Are sales strong enough to warrant opening a new branch outlet? The most intelligent answers to business questions like these use accounting information. Decision makers use the information to develop sound business plans. As new programs affect the business’s activities, accounting takes the company’s financial pulse beat. The cycle continues as the accounting system measures the results of activities and reports the results to decision makers.

USERS OF ACCOUNTING INFORMATION

People use accounting information in day-to-day affairs to manage their bank accounts, to make investments, and to decide whether to rent or to bur a house.

Managers of businesses use accounting information to set goals for their organizations, to evaluate their progress toward those goals, and to take corrective action if necessary. Decisions based on accounting information may include which building and equipment to purchase, how much merchandise inventory to keep on hand, and how much cash to borrow.

Investors and creditors provide the money that businesses need to begin operations. To decide whether to help start anew venture, potential investors evaluate what income they can reasonably expect on their investment. This means analyzing the financial statements of the new business. Those people who do invest monitor the progress of the business by analyzing the company’s financial statements and by keeping up with its developments in the business press. 

AUDITING

Not so many years the presence of an auditor suggested that a company was having difficulties or that irregularities had been discovered in the records. Currently, however, outside audits are a normal and regular part of business practice. Independent auditors are employed by a company’ board of directors to supply the stockholders with the result of checking the financial statements, in order to prove that annual reports are fair representations of the financial position of the company. Performing his work the auditor should follow several principles and assumptions: the company’s accounts must represent a true financial position; generally accepted accounting principles have been use at all accounting steps and accounts can be compared with those of similar companies; the proper amount of information is disclosed in the financial statements. As a result, the auditor’s opinion should be based only on facts and it must be objective. Auditors are expected to maintain a relationship of strict independence and professionalism with the companies for whom they work, so they mustn’t hold shares in these companies. On the other hand, the auditor should respect the client’s confidence, so having the access to some private information; the auditor mustn’t spread it outside. On the other hand, he should think of public interests, that is why he must publish his opinion in a standard form and the information is to be clear to the stockholders. But he must always carry out his duties under the law and inform authorities about fraud. 

Thus the auditors review financial records and report to the management on the current state of the company’s fiscal affairs in the form of auditor’s Report or Auditor’s Opinion.

THE DEVELOPMENT OF ACCOUNTING THOUGHT

Accounting has a long history. Some scholars claim that writing arose in order to record accounting information. Account records date back to the ancient civilizations of China, Babylonia, Greece, and Egypt. The rulers of these civilizations used accounting to keep track of the cost of labour and materials used in building structures like the great pyramids.

Accounting developed further as a result of the information needs of merchants in the city-states of Italy during the 1400s. Historians consider 14th century Italian merchants to have developed the practice of double-entry book keeping, which is used by modern accounting. Although the earliest double-entry books appeared in 1340 in Genoa, the first published book on bookkeeping was written in 1494 by a Franciscan monk Luca Pciolo. This work summarized the main accounting principles that have remained unchanged up to date. Additional accounting works were published during the 16th century in Italian, German, Dutch, French and English, these works including early formulations of the concepts of assets, liabilities and income.

In the mid-19th century with the establishment of large public corporations owned by stockholders and administered by professional managers, the public demand for accurate financial reports and for government regulations greatly increased. The rise of the multinational corporations also resulted in increased accounting responsibilities, for it required to keep reports under different legal conditions, to make payments within various systems of taxes, tariffs and other government controls. 

Since the mid—20th century bookkeeping as an essential part of all accounting systems has been carried out by machines. The introduction of computers broadened the scope of bookkeeping and the term “data processing” now often associates with bookkeeping.

THE PROFESSION OF AN ACCOUNTANT IN THE USA

Accountants and bookkeepers work for business firms, government agencies, and many other organizations. In the USA public accountants are those who are available to the public for such accounting functions as monthly bookkeeping and tax preparation. Most states do not regulate the qualifications or performance of public accountants.

The only accountants permitted to offer opinions about financial statements should be Certified Public Accountants (CPAs), who have passed difficult national examinations. Accountants must also fulfill the requirements of the state in which they practice including several years of varied experience within the profession. Provided a person is a certified accountant, he will be licensed by the state to perform accounting services to clients for a fee.

Business companies, banks and large corporations employ their own accountants to examine their accounts and prepare financial statements or maintain their own internal accounting departments. If a small company or business required preparing some financial statements, it would hire the services of an outside accountant.

ACCOUNTING INDUSTRY IN THE USA

Of the various specialized areas of accounting that exist, the three most important are: auditing, income taxation, non-business organizations.

Auditors are accountants who estimate the accuracy of a company’s financial statements, and if they find any disagreements in documents with generally accepted accounting principles, they will be responsible to inform about them in their report.

Income taxation as the second area of accounting specialization includes determination of a company’s taxes according to the existing laws. The tax accountant sometimes may be a lawyer, because if there had been any changes in tax law, he would have informed the company about it.

A third area of specialization is accounting for non-business organizations, such as universities, hospitals, churches and government agencies. These organizations receive resources without paying for them, do not have profit orientation and have no defined ownership as such. As a result, these organizations have a number of differences in record keeping and in the form of the financial statements.

BOOKKEPPING AS PART OF ACCOUNTING

In general, accounting and bookkeeping mean identifying, measuring, recording economic information about any business, bookkeeping being considered the preliminary stage and a part of the larger field of an accounting.

Bookkeeping provides the basic accounting data by systematical recording such day-to day financial information as income from the sale of products or services, expenses of business operations, such as the cost of the goods sold and overhead expenses such as a rent, wages, salaries.

Accounting principles determine which financial events and transactions should be recorded in the bookkeeper’s books. The analysis and interpretation of these records is the primary function of accounting. The various financial statements produced by accountants then provide managers with the basis for future financial planning and control, and provide other interested parties (investors, the government) with useful information about the company.

MODERN ACCOUNTING SYSTEM

Modern accounting system is considered to be a seven-step cycle. The first three steps fall under the bookkeeping function, such as:1) the systematic recording of financial transactions; 2) the transferring of the amounts from various journals to general ledger; 3) the drawing up of the trial balance.

Record keeping of companies is based on a double-entry system which doesn’t mean that the same transaction is entered twice, it means that the same amount of money is always debited to one account and credited to another account, each record having its own effect on the whole financial structure of the company.

In the second step in the accounting cycle, the amounts from the various journals are usually monthly transferred to the company’s general ledger – a procedure called posting. Posting data to the ledgers is followed by listing the balances of all the accounts and calculating whether the sum of all the debit balances agrees with the sum of all the credit balances. This procedure known as the drawing up a trial balance and those that follow it usually take place at the end of the fiscal year. By making a trial balance, the record-keeping accuracy can be checked. The trial balance having been successfully prepared, the bookkeeping portion of the accounting cycle is completed. 

      THE LANGUAGE OF ECONOMICS

In reading about economics and economic problems, you will come across a number of new words and phrases. This is not surprising, since almost every activity has its own vocabulary, which, once you learn it, adds to your enjoyment of the activity. To help you understand the special vocabulary of economics, we shall present a list of each of these new terms at the end of each part.

1. Goods and services

As an introduction to the language of economics, you will want to meet goods and services. Goods and services are the things that satisfy human wants. They make up “everything” that no one is able to have. Goods are thing that may be seen or felt. Services on the other hand, may not be seen or felt. Both goods and services have value because they satisfy human wants.

A ball-point pen, a pair of scissors, and a bus are all things of value that can be seen and touched. They are goods.

The care of the doctor when you are sick, a haircut, and the ride on a bus are all things of value. But they cannot be seen or touched. They are services. True, the doctor may use his pen to write a prescription, the barber will use scissors to give you a haircut, and the bus will provide the ride. But the thing you are buying in each of these cases is the service, not the good.

2. Resources

We cannot have all the goods and services we want because there are not enough resources to go around to produce them. Resources are the things that go into the making of goods and services. They are natural resources, human resources and capital resources. Natural resources are the things provided by nature that go into making of goods and services. Steel rubber and gasoline are all made from resources provided by nature. Without them, there could be no automobiles. Economists must concern themselves with natural resources because no nation has unlimited supply of any of them. Even fresh air, which people used to think of as the one unlimited natural resource, is not always available in some of our nation’s cities.

Human resources are people who put everything together to make the goods and services upon which civilization depends. How much a nation can produce depends to a large extent upon the quality of its human resources/ A healthy, literate (able to read and write) society is likely to produce more, and therefore live better, that one that is sickly and lacking in education.

Capital resources are the machines, tools, and buildings used in the production of goods and services. As societies have advanced, their reliance upon machines, tools and buildings – which economists have named capital – has increased. Indeed, economists frequently describe the wealth of the country in terms of the capital it possesses.

             3. Households

In economics, a household is a group of people who pool their incomes, own property in common, and make economic decisions jointly. People who do not belong to such a group are counted as one-person  households.

Households play two major roles in the economy: they supply inputs that are used to produce goods and services, and consume the goods and services that are produced. 


The inputs supplied by households are known as factors of production. There are three of these. Labour consists of the productive contributions made by people working with their minds and their muscles. Capital consists of all the productive inputs created by people, including tools, machinery, structures, and intangible items such as computer programs. Natural resources include everything that can be used as a productive input in its natural state, such as farmland, building sites, forests, and mineral deposits. In return for the labour, capital and natural resources they sell to producers, households receive incomes, which they spend on goods and services. Firms buy factors of production from households and use them to produce goods and services. Firms come in many shapes and sizes: from small stores and family farms to huge corporations.

             4. Markets

Units of government have a major impact on the economic life of firms and households. Their decisions, in turn, are affected by events in the economy. Economists are interested not only in the actions of households, firms and units of government, but also in how those actions are coordinated. In an economy like that of the United States, markets play a key role in coordination.


A market is any arrangement people have for trading with one another. Some markets, like the New York Stock Exchange, are highly visible and organized. Others, like the word-of –mouth networks that put teenage baby-sitters in touch with people who need their services, do their work informally, out of sight. Whether visible or not, markets play a key role in the job of putting scarce resources to their best uses in meeting people’s wants and needs.


In order to put resources to their best possible uses, the people who make decisions must know which resources are scarcest and which uses for them are best. Markets transmit information about scarcity and resource values in the form of prices. If a good becomes scarcer, its price is bid up. The rising price signals buyers to cut back on the amount of that good they buy, and it signals producers to find new sources of supply or substitute less costly resources. If a good becomes more abundant, its price tends to fall. The falling price signals users to favour that good over more costly ones.

MICROECONOMICS AND MACROECONOMICS COMPARED


The discipline of economics is divided into two major subjects called microeconomics and macroeconomics, which economists often call simply “micro” and “macro”. Microeconomics is the study of individual households, firms and markets. Macroeconomics is the study of the economy as a whole.



Microeconomics and macroeconomics differ in the questions each asks and in the level of aggregation each uses. Microeconomics deals with the determination of prices and quantities in individual markets and with the relations among these markets. Thus it looks at the details of the market economy. Microeconomists analyze market structure: why some markets are highly competitive, with hundreds or even thousands of firms producing a product, whereas other markets are very concentrated with only one or a very few firms producing a given product. Microeconomists analyze the causes and effects of these different market structures. Microeconomic analysis also examines the market for inputs to the production process. These inputs include capital such as machinery and, very importantly labour. The study of labour markets covers issues of wages, hours of work, and working conditions and extends to such related issues, as discrimination in the labour markets and the role of labour unions. Microeconomics also studies the principles of markets failure and the ways the government can deal with such failures. Finally, microeconomists do positive economic analysis of governments – how and why governments behave as they do.


In contrast, macroeconomics focuses on much broader aggregates. It looks at such thing as the total number of people employed and unemployed, the average level of prices and how it changes over time, national output, and average level of prices and how it changes over time, national output, and aggregate consumption. Macroeconomics asks what determines these aggregates and how they respond to changing conditions. Whereas microeconomics looks at demand and supply with regard to particular commodities, macroeconomics looks at aggregate demand and aggregate supply.

MICROECONOMICS

Microeconomics studies the economic decision making of firms and individuals in a market setting: it is the study of the economy in the small. Microeconomics focuses on the individual participants in the economy: the producers, workers, employers and consumers. In everyday economic life, thing are bought and sold, people decide where and how many hours to work. Business managers decide what to produce and how this production is to be organized. These activities result in transactions (business deals) that take place in markets where buyers and sellers come together. People involved in microeconomic transactions are motivated to do the best they can for themselves with the limited resources at their disposal. They use marginal analysis to determine their best course of action.

Microeconomics deals with the determination of prices and quantities in individual markets and with the relations among these markets. Microeconomists analyze market structure: why some markets are highly competitive, whereas other markets are very concentrated with only one or a very few firms producing a given product. Microeconomics also studies the principles of markets failure and the ways the government can deal with such failures. Finally, microeconomists do positive economic analysis of governments – how and why governments behave as they do.

THE ROLE OF GOVERNMENT


Government plays a large role in all modern economies. The government sector, which includes federal, state, and local governments, relates to households and firms. The government pays its employees, including elected officials from the president on down, wages and salaries. These wages and salaries join the flow of payments from firms for productive services, and these flows taken together make up total household income. Governments also make transfer payments to individuals without requiring the provision of any service in return. Social security, welfare benefits, and grants to college students are examples of transfer payments. Transfers are not payments for services, as with wages, but are more in the nature of gifts or grants paid to individuals who meet certain qualifications. The work transfer is very descriptive, because these payments transfer money from some households, as taxpayers to other households, who qualify as recipients of the benefits.


The government also affects how goods are produced, for example through the regulations it imposes. Managers of factories and mines must obey safety requirements even where these are costly to implement, firms are prevented from freely polluting the atmosphere and rivers, offices and factories are banned in attractive residential parts of the city.

THE ROLE OF GOVERNMENT (to be continued)

In everyday society governments provide such services as national defense, police, public education, firefighting services and administration of justice. So governments spend part of their revenue on these particular goods and services.


Governments finance their expenditure primarily through taxes collected from households and firms.  In the UK the government takes nearly 40 per cent of national income in taxes. By taxing the rich and making transfers to the poor, the government ensures that the poor are allocated more of what is produced and the rich get correspondingly less. 


We focus on government for a number of reasons. One is that taxes, government expenditures on goods and on transfers, and government regulations all affect the way private markets work. Markets free of government intervention function well in some respects and function poorly in others.


What ought to be the role of government in the economy? The following economic responsibilities are best fulfilled by government:

· Safeguarding the market system;

· Providing public goods and services;

· Dealing with externalities;

· Assisting those in need;

· Helping specific groups;

· Stabilizing the economy.

THE MIXED ECONOMY



In a mixed economy the government and private sector interact in solving economic problems. The government controls a significant share of output through taxation, transfer payments, and the provision of goods and services such as defense and the police force. It also regulates the extent to which individuals may pursue their own self-interest.


In a mixed economy the government may also be a producer of private goods such as steel or motor cars. Examples of this in the UK include nationalized industries such as steel and coal.

Most countries are mixed economies, though some are close to command economies and others are much nearer the free market economy.

Thus, we consider the economics of a market economy with absolutely minimal governmental interference. In mixed economies, most decisions are made on a decentralized basis market by market, but in every market the government presence is always important to some degree. Most people either pay substantial taxes or enjoy special benefits from tax privileges. Government regulation is everywhere; we need licenses to start businesses and clearances to sell securities that raise funds for financing them. Businesses hire labour, subject to provisions such as minimum wage laws, federal restrictions on hiring foreigners and so forth. The cars we buy have many features required by government safety regulations. 


Just as market economies today are really mixed economies, the centrally planned economies do not function entirely on the principles of textbook central planning. In planning economies, central bureaucracies play an extremely important role in determining which goods are produced, in what quantities, and the prices for which they are sold. Nevertheless, market forces familiar to everyone in market economies also play an important role. For example, in many centrally planned economies, farmers work on collective or state farms but also on small private plots of land. Farmers can take the produce grown on private plots to markets and sell it at whatever prices the market will bear. Similar examples appear in market economies. 

CAN  INFLATION  BE BENEFICIAL?

Inflation is generally defined as a persistent rise in the general price level with no corresponding rise in the output, which leads to a corresponding fall in the purchasing power of money. Inflation varies considerable 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.

We would be simplifying the impact of inflation on business if we suggested that all effects were unfavourable. There is a school of thought, which argues that a low and stable rate of increase in the price level can be beneficial. It believes that a steady rise in money profits produces favourable expectations and induces investment as firms seek to expand. This action expands the economy as a whole. Paradoxically, inflation can also reduce the costs of businesses in the sort run. Many enterprises incur costs, which are fixed at a particular figure for a few years. At a time when the selling price of the firm’s product, and hence its sales income, is rising this cost will be falling in real terms and thus stimulating the business.

There is a further argument that firms may be persuaded to borrow heavily in a period of inflation since the burden of repaying loans is reduced by inflation. If inflation is running annually at 10 per cent, for example, then the real value of the repayments of the loan will fall by approximately that amount each year. This may serve to encourage investment which, since it is an injection into the circular flow, will promote the level of activity. However, in these circumstances interest rates are likely to be high.

Government will accept that low rates of inflation are likely to exist in many economies. Inflation rates of 5 per cent or below are not considered to be too great a problem, especially if the competitor nations are suffering similar rates.

In spite of the above, the conclusion must be drawn that inflation is, in general, harmful to business and its environment. Indeed, many economists would contend that inflation is the fundamental evil as its presence leads to lack of competitiveness and there fore relatively high unemployment and low rates of growth. This viewpoint has gained in credence in government circles over the last few years. It is for this reason that its control has been a major objective of government economic policy throughout the 1980s and early 1990s.

 Text I. Economic systems (700)
Economic systems are usually defined as either capitalist, socialist or mixed. However it is possible to classify economic systems according to the method of resource allocation and control (market economy or command economy) and to the type of property ownership (private ownership or public owner​ship).
The ownership of factors of production can be viewed as a continuum from complete private ownership at one end to com​plete public ownership at the other. In reality, no country belongs wholly at one end or the other. For example, the United States of America is considered to be the prime example of private en​terprise, yet the government owns some factors of production and actively produces in such sectors of the economy as education, the military, the postal service and certain utilities.
Market Economy (1400)
In market economy, two societal units are very important: the individual and the firm. Individuals own resources and con​sume products, while firms use resources and produce products. The market mechanism involves an interaction of price, quan​tity, supply, and demand of resources and products.
The key factors that make the market economy work are consumer sovereignty and the freedom of the enterprise to operate the market. As long as both units are free to make deci​sions, the interplay of supply and demand should ensure prop​er allocation..
The market economy has been highly successful in most in​dustrial countries, especially in the United States. A perfect mar​ket economy does not exist in the United States owing to three major factors: large corporations, labour unions, and the govern​ment. The large corporation can reduce market procedures some​what by exerting control over the purchase of resources or the resale of products. Because of the large size of the firm and rel​ative smallness of each individual shareholder, there is a wide gap between ownership and control of decision making. Decisions may or may not be strictly motivated by the market.
Labour unions evolved to response to the power exerted by the owners and managers of business over the labour market. Tremendous benefits in terms of salaries, fringe benefits, work conditions have been won by the unions, but market forces have been disrupted seriously. Many unions control entry into the work force and restrict the freedom of workers to change occu​pations in response to supply and demand.
Centrally Planned Economies (350)
In centrally planned economies the government tries to har​monize the activities of the different economic sectors. In the extreme form of central command, goals are set for every en​terprise in the country and must be followed. The government determines how much is produced, by whom and for whom.
At the heart of a centrally planned economy is its blueprint, generally a five-year plan. Based on this overall plan, special targets are set each year for each sector of economy.
Mixed Economies (500)
By definition, no economy is purely market determined or centrally planned. The United States and the former Soviet Union represent different ends of the spectrum of mixed econ​omies. In practice, however, mixed economies generally have a higher degree of government intervention than is found in the United States and a greater degree of reliance on market forc​es than is found in the former Soviet Union. Government in​tervention can be regarded in two ways: actual government ownership of means of production and government influence in economic decision making. 
Vocabulary list:.
to define — определять, давать определение;
definition — определение;
mixed — смешанный;
allocation — размещение, распределение;
allocation of resources — распределение ресурсов;
property — собственность;
ownership — владение, собственность, право собственности;
private — частный;
public — государственный;
postal service — почтовая служба;
utilities — коммунальные службы;
to consume — потреблять;
supply — предложение;
demand — спрос;
adequate — соответствующий;
to purchase — приобретать;
gap — пропасть, разрыв;
to evolve — возникать;
fringe benefits — дополнительные льготы;
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