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UNIT 1. The small business scene

BUSINESS TERMS

owner COOCTBEHHHUK, BIaIETIEL]
operator amep. BIaJIeNel] IPeIIPHSATHS
franchise ¢dpanmusa (cTpax.)
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wholesaling
manufacturing
total assets

net worth

gross profits
net profits
payroll

net receipts

total sales
returns
allowances

keep records

tax

bank loan
business premises

labour force
business failure
profit

assets

liabilities
earnings

advertising agency
warehouse
tangible
intangible

notes receivable
cash

inventory
equipment

real estate
retail business
surplus

total receipts
bookkeeping
merchandise
money borrowed
in bulk orders
dismiss

joint venture
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BECTH yUeT

HaJor
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pabouas cuna
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The vast majority of small firms concentrate on selling material products, although an increasing
number of firms provide a service. Although an increasing number operate in local markets, services,
too, are exported. In recent years there has been a great increase in the export of services, such as
management consulting, medical, and tech nological services.

The existence of a strong, healthy small business community has always been recognized as the best
way to preserve competition, prevent monopolistic control of any industries, and thus assure the population
of the benefits of competition through better prices and quality products. Incentives' have been
provided to assist small firms. The government of the US created the Small Business Administration (SBA) in
1954 to provide financial, management, and procurement assistance’ for small firms.

There are some facts that illustrate the importance of small business. According to the Small
Business Administration:

99% of all businesses in the US can be classified as small;

43% of the gross national product® is contributed by small business;

while large business has been cutting back employment, small business has been creating
new jobs;

many of new products and services in the US are created by small businesses.

Numerous definitions of the term "small business" exist. A small business is one which is
independently owned and operated and not dominant in its field of operation. A small business is one which
possesses at least two of the following four characteristics: 1) mana gement of the firm is independent.
Usually the managers are also the owners; 2) capital is supplied* and the ownership® is held by an indi

vidual or a small group; 3) the area of operation is mainly local, with the workers and owners living in one

home community. However, the markets need not be local; 4) the relative size of the firm within
its industry must be small when compared with the biggest units in its field. Of the characterstics cited,
most scholars believe that the fourth, relative size, is the most important.

The SBA traditionally uses the following criteria for defining small business: retailing® (sales
volume), service (sales volume), who lesaling’ (sales volume), manufacturing?® (number of employees).

The following is a list of terms that can be used to describe a business. Each term tells something about
the size of a business.

Total assets’ — all that a business owns.

Net worth'® — business assets less what is owed.

Gross profits' —money left from sales after all expenses (except taxes) have been paid.

Net profits'> — what is left from gross profit after business income taxes are paid.

Employees — total number of workers and managers listed on the payroll™.

Income — net receipts'?, the total sales'” less returns'®, allow ances'’, and discounts.

It is necessary to keep records'® of a business for tax purposes and as a measure of growth.
Some businesses fail because they are improperly expanded. Other businesses are unsuccessful because
they expand too quickly and cannot handle problems that come with rapid growth. Many businesses remain
small and provide excellent income throughout their lifetime.

Business operations are subject to review by local, state, and federal authorities. These
reviews insure that rules and regulations are being obeyed and standards maintained. Some of the operations subject to
review are listed here.

Income. Business income must be reported for income tax purposes. Other reasons for reporting
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because of color, race, sex, religion, or national origin.

Liability and compensation. Employers are required to carry insurance and provide
adequate compensation for workers injured on the job and customers injured on the business premises.

Notes: 1. criMyI1, TIOOYMTENBHBIA MOTHB; 2. MATEPHATHHO-TEXHIYEC Kasi TIOMOIIIb; 3. BATIOBOW HAIMOHATBHBIA TIPOMYKT;
4. cHabXath, TOCTABNATH, 5.COOCTBEHHOCTh, 6. PO3HHYHAs TOPTOBJS; 7. O TOBas TOPTOBJIS,
8. ipon3BOAICTBO; 9. 00IIast CTOMMOCTD MMYIIIECTBa, CymMa Oartanca; 10. CTOMMOCTD MMYIIIECTBA 33 BBIMETOM
O0S3ATENECTB, COOCTBEHHBIA Karmran (npeanpusttvsl); 11. Banmo Bas mpuObLb; 12, 9uctas TpuOBUIL;
13. mnaTexHast BEIOMOCTD; 14. yncTas BBIPYYKa, YACTBIE JOXOABI, YHCThIE AEHEKHBIE 110 CTYIUICHNUS;
15. obmuit 00BEM Tpomaxk, ToBapooOOpoT; 16. Bo3 MelleHre; 17. HAUMCIeHHE (HANp. CyMMa HAKIAIHBIX
pacxonio); 18. Bectu yuéT; 19. 6ankoBckas ccyna; 20. mapTHepCTBO

COMPREHENSION

1. Answer the following questions.

1) How do people become owners and operators of small business firms?

2) What are the aims of establishing small firms?

3) What has always been recognized as the best way to preserve competition, prevent
monopolistic control of any industries?

4) What facts illustrate the importance of small business?

5) Can you define a small business?

6) What is the most important characteristic of a small business?

7) What criteria are used for defining small business?

8) What terms describe the size of a business?

9) What operations of a small business are subject to review?

2. In each of the following select the word or phrase that best completes the statement
or answers the question.

1) A fact that demonstrates the role of small business in the United States is that...
a. 95% of labour force is employed by small businesses.
b. 20% of businesses are small.
c. 43% of all businesses are small according to the definition of the Small Business Administration.
d. 51% of all businesses are small according to the definition of the Small Business Administration.

2) Which statement is not true in relation to business success?
a. As the population expands, there is a greater need for small businesses.
b. People with more education and experience usually have a better chance of success.
c. There is little or no risk in operating a small business if you have adequate capital.
d. The chances of business failure are reduced if you get sufficient and adequate training.

3) All of the following measure business size except



6) Which of the following is not a level of trade proficiency?
a. apprentice c. foreman
b. master d. senior

7) It is necessary to keep accurate business records
a. for tax purposes
b. to determine business size
c. to determine earnings
d. for all of these reasons

8) The fastest growing type of business is
a. manufacturing c. franchising
b. farming d. fishing

9) Which of the following is true?
a. There are more small businesses than large businesses.
b. There are more people employed in large businesses.
c. There are more large businesses than small businesses.
d. None of these statements is true.

10) Regulations are necessary because they
a. help politically powerful big business
b. make business practices more equitable and fair
c. give government officials power
d. create jobs

11) Which of the following would probably not be self-employed?

a. attorney c. artist
b. airline pilot d. plumber
12) Which one of the following is a distributive kind of business?
a. radio station c. canning factory
b. advertising agency d. warehouse

WORD STUDY

. Match the words with their definitions.
loan, partnership, assets, retailing, payroll, sales, gross profit, net worth, net profit, profit

1) The entire resources of a person or business, tangible and intan gible, such as accounts and notes
receivable, cash, inventory, equipment, real estate, good will, efc.

2) The act of operating a retail business.

3) The capital investment an individual or partners have in a busi ness after the liabilities have been
subtracted from the assets, that is, the capital value of the business.

4) A surplus that remains after the cost of goods is subtracted from the total receipts.

5) A surplus after all the expenses have been paid, including opera ting expenses such as heat, light, rent,
and wages, but excluding taxes.

6) A list of employees who are paid periodically by a firm, along with other information; also includes



4. Supply the sentences with required words, if necessary change their grammatical forms.

manufacturing, keep records, ownership, incentive, product, returns and allowances, supply, gross
national product, wholesaling, assistance

1) The chemical in the ... was too harsh for her, and she lost most of her hair.

2) Most large towns are ... with electricity.

3) She persuaded the Cabinet to agree to 1.2 million pounds ... for the industry.

4) Money is being used as an ... .

5) ... includes the sale, and all activities directly related to the sale, of products or services to those who are
buying for business use.

6) With the introduction of the computer, large manufacturers applied the electronic advances to
the ... process.

7) The law of warranties also applies to ... .

8) Remember that the time business owners spend on ... ... takes the owners away from other aspects of
their business.

9) Transfer of ... is probably not the most important aspect of priva tization.

10) ... ... ... is the basic measure of the total output of goods and services in the economy.

5. Complete each sentence with the correct form of the word in capital letters. In some
cases you will have to make a negative by using the prefix il- or un-.

1. employ

1) In an area of high ... people are desperate to find jobs.

2) Every ... of the firm is entitled to a 10% discount.

3) Her ... gets very angry if she uses the phone too much.

4) I'm looking for temporary ... during the summer holidays.
2. engage

1) The line is ... so I'll have to try again later.

2) Cancel all my ... for the rest of the day, please.

3. finance
1) Her ... adviser is convinced the project will be a success.
2) If the company is ... sound we might consider taking it over.

4. grow
1) There is a ... awareness of the need to impove productivity.
2) The government is worried about the ... in public expenditure.

5. legal
1) It's ... to sell such goods without a proper permit.
2) They questioned the ... of the company's action.

6. possess
1) I had in my ... a portion of money.
2) I am a proud ... of two kiosks in Plekhanov Street.



2) Our company is virtually ... abroad.
3) She's obviously very ... as far as marketing is concerned.

10. establish
1) There he had set out to ... his own business.
2) The ... of legal minimum pay is one of the objectives.

11. existence
1) These institutions do not come into .. except as a result of state policy.
2) We have to find ways of making the ... system work better.
3) Numerous definitions of the term "small business"....

GRAMMAR FOCUS

. Complete each of the sentences by using the past form of one of the verbs on the left and
combining it with one of the words on the right. Use each verb once only. Some words on the
right are used more than once.

give rely back in
lay bring on fo
leave stick forward off
pay out

1) They ... the meeting ... from Friday 7th to Monday 3rd.

2) Unfortunately we ... a supplier who was not able to supply us with the components he had
promised.

3) They ... to consumer pressure and redesigned the packet.

4) In his speech he ... the most important detail. How much is it all going to cost?

5) Last year Firmin's ... half their workforce because of a lack of orders.

6) He ... his original demand. We couldn't get him to change his mind.

7) They ... the money they had borrowed only after we had threa tened to take them to court.

. Combine a noun from the list on the left with a preposition from the list on the right
to complete each sentence. You must use each noun once only, but each preposition can be used
more than once.

congratulations intention in
emphasis point of
experience result on
increase

1) We need to put more ... improving staff morale rather than buying more equipment.
2) Have you had any ... this type of work?



Now complete the following sentences with the correct preposition.

1) They put a lot of money ... the project.

2) The project had to be put ... due to production delays.

3) Once we had got ... the joint venture, it was very difficult to get ... of it.

4) Companies are often unwilling to give ... their independence.

5) I'd like to take ... your offer of collaboration.

6) The company was put ... by the size of the investment. They decided instead to go ...
partnership with a local firm.

7) They made ... for their lack of financial investment by doing a lot of the ground work.

8) We could only pull ... of the joint venture if they gave ... their position in the market.

DISCUSSION

1. How does the Committee for Economic Development measure a small business?

2. Does the U.S. government support small business firms? How?

3. Can you name an example of a manufacturing firm? A wholesaling firm? A retailing firm? A firm in the field of
finance?

4. Prepare a list of 5 different business firms. Explain how you would classify each of these
firms as small, medium, or large according to the size measurement of the Small
Business Administration.

WRITING

1. Write a summary of the text.
2. Write a short essay on why you agree or disagree with the state ment that a strong small business community is in
the best interest of all citizens.

UNIT 2. Advantages and disadvantages of running a small firm

BUSINESS TERMS

become giants

distinct advantage

have much flexibility
make decisions

beauty parlor
interior-decorating firms

daily operations

supervise
real estate
render
offset

overheads
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CTaHOBUTHCS THTAHTAMHU

OTYETIIMBOE (3aMETHOE) MPEUMYIIIECTBO
HMETh THOKOCTh

MPUHUMATH PEIICHUS

KOCMETHYECKUH CaJloH

(UPMEI 10 BHYTPEHHEMY 0()OPMIICHUIO
UHTEpbepa

€XETHEBHOE BEICHUE X03UCTBEHHON
JIESITENIbHOCTH

KOHTPOJINPOBATh, HA0II01aTh
HEJIBUKUMOCTh

oKa3aTh (IIOMOIIIb)

BO3MeIIAaTh (KOMIEHCUPOBATH )
HaKJIQJHBIE PACXO/IbI
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tax burdens
good will

lack of time
handle multiple assignment

lack of research facilities
overcome with positive
planning

reveal opportunities for success
be contemplated

be undertaken

an outlet for one's creativity
rewards

guarantee

causes of failure

retailing

rely on the inherent advantages

competent management
achieve success

decrease employment
insurance company
license

facilities

consumerism

law of supply and demand
expenses incurred
vendor

distribution

supply a retailer

suffer from the recession

OpeMs HAJIOTOBOTO O0JIOKCHIS
"rynBuint", yCIOBHAs CTOUMOCTh
penyTaIiu 1 IeJOBBIX CBSI3ei
HEXBaTKa BPEMEHU

YIPaBIATH (OCYIIECTBIATH KOHTPOJIb)
MHOTOYHUCIICHHBIMH 3a/IaHHSAMH
HeXBaTKa CPEJICTB Ha HCCIIeI0BAHIE
MPEOJIONETD MMyTEM MO3UTHBHOTO
TIAaHUPOBAHHUS

PacCKpBITh BO3MOKHOCTH JUIS ycIexa
OBITh 33 ]yMaHHBIM

OBITh IPEATPUHSATHIM

BBIXOJI JUTS 4€TO-THOO0 TBOpPUYECTBA
MOOIIPEHHE, BO3HATPAKICHIE
rapaHTHPOBaTh

MPUYHHBI TPOBasa

PO3HUYHAS TOPTOBJIS

TOJIaraThCs Ha CBOMCTBEHHBIE
MPEUMYIIECTBA

KOMIIETEHTHOE YIIpaBJICHHE
JIOCTHYB yCIexa

YMEHBIIUTH 0€3paboTHIy
CTpaxoBasi KOMIIAHUS

JIAIIEH3HS, OQUIHATBHOE pa3penieHue
JICHEXKHBIE CPEJICTBA; BO3MOKHOCTH
KOHCBIOMEPH3M

3aKOH CITPOCa U TPEIIOKCHUS
MTOHECEHHBIE PACXO/IbI

MpOJIaBeIl

pacrpeeneHue

CHa0XaTh PO3HUYHOTO TOPIOBIA
CTpajaTh OT CIajaa

TEXT

Small firms actually have advantages over large firms in many cases. One advantage of small firms is
that they often grow into large firms. Many of today's small firms will become giants in tomorrow's business
world.

Some of the situations in which small firms have distinctad vantages are the following:

1. When new products or ideas are being tried. Small firms ha ve much flexibility. Decisions can be
made and implemented quickly.

2. When the personal attention of the owner is essential to daily operations’. If the owner's presence
is important to the growth of the business, it will be more successful if the business is small enough for one
person to supervise’.

3. Where personal services, either professional or skilled, are dominant. Examples of this include beauty
parlors, real estate’ offices, interior-decorating firms, TV repair shops. Medical and dental services are also usually
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advantage of being close to employees. They know problems from daily conversations and can adjust
employment to a person's abilities better because of this close association. As a re sult, they are usually able to
maintain'? better morale and efficiency in the firm, which is important in any business.

Disadvantages of small firms:

Small firms are often said to labor under such disadvantages as the inability to secure competent
employees, the inability to cope with!> monopolistic practices, the inability to finance
expansion'! when it has been proved to be practicable, tax burdens'’, limited vendor
goodwill'®, discriminatory pratices by large shopping-center developers, lack" of time for the small proprietor to
handle™ multiple assignment, lack of research facilities', and the problems of making a new firm or product
known in its market.

Many of the disadvantages of small firms could be overcome with positive planning. An
ill-conceived business, whether large or small, has litle chance of success if its operation has not been properly
planned. Good research in the planning stage can reveal opportunities for success. It can also indicate when a
business that is contemplated should not be undertaken.

The rewards® for successful small firm ownership can be sig nificant. The personal satisfaction will
vary with the individual owner. Good profits, satisfying employment, being one's own boss, commu nity
status, family pride and tradition, and having an outlet for one's creativity are some of them.

But these rewards are never automatic or guaranteed. Success makes many demands upon the operator
of the firm. The requirements for successful ownership of small business firms can be summarized as follows:
personal characteristics, good customer relations and knowledge of consumerism?', good community
relations, business ethics and social responsibility, compliance with government regulations. But sound
business knowledge and willingness to work hard stand at the head of any list. Knowing the causes of failure
can protect the owner against them.

The individual firm has benefited from having these and other advantages. In addition to the types of
firms cited, small firms in such fields as construction, wholesaling, retailing, and the service industries have
faced up well to their larger firm competition. Insurance and small finance firms have also been very
successful. The profitable firms have not relied on the inherent advantages of small firms as such, but have
combined these advantages with alert and competent management to achieve their success.

Notes: 1. exerHEBHOS BEIICHUE XOWCTBCHHOW [ESITEIBHOCTH; 2. KOH TPOMMPOBATh, HAOMIOAaTh; MHCIEKTHPOBATD;
3. HEMBIDKUMOCTD; 4. OKasbIBaTh (OMOUb);, S.BO3MEIATh, KOMIICHCHPOBATh, 6. HA KIANHBIE PaCXOJIbI;
7. 3 PeKTUBHOCTH; MPOU3BOAMUTENBHOCTD; 8.MPEBbILATH; HPEBOCXOmATH; 9. crpoc; 10. pacxompl Ha
TpaHc TopTipoBKy; 11, mpucriocabmvBare; 12, momnepkwBare;  13.crpa Butbest; 14, pacmmpenue, pocr;
15. 6pems HamoroBoro obmoxe HuS; 16. TymBmwmn dupmbr, 17. HEIOCTATOK, HEXBATKA, OTCYTCT BHE;
18. ympaBisiTh, OCYHIECTBIATH KOHTPOJdb; 19.cpenctBa Ha wmccnemoBanue; 20. moompeHue,
BO3HarpaxzeHue; 21. KOHCI0 MEPU3M.

COMPREHENSION

1. Answer the following questions.

1) Why are small firms more preferable when new products or ideas are being used?
2) Why do small firms have advantages when the personal attention of the owner is essential to daily



. In each of the following select the word or phrase that best completes the statement
or answers the question.

1) An advantage of small businesses over big businesses is that small businesses

a. are more flexible c. are less regulated
b. have fewer problems d. are all of the above
2) Which of the following would be classified as working for some one else?
a. physician in private practice c. retail sales clerk
b. dairy farmer d. attorney
3) Big business, some people believe,
a. is unethical c. has more political power
b. strangles small business d. does all of the above
4) A list of skills in order of difficulty or rank is called
a. a rank list c. a hierarchy
b. a guild record d. a table of skills
5) Small businesses when compared to big businesses
a. are more likely to succeed c. are a greater risk
b. employ more workers d. usually require less capital to start

6) Future innovations in technology will
a. create opportunities for small businesses.
b. put small businesses out of business.
c. decrease employment in some industries.
d. all of the above.

7) Which of the following products can be sold in vending ma chines?

a. hot soup and sandwiches c. insuarance policies
b. stockings d. all of these
8) Which of the following is a performance test?
a. driving (road) test c. blood test
b. IQ test d. written driver's test
9) Which of the following is a repair business that services busi nesses?
a. watchmaker c. office machine repair
b. TV repair shop d. dentist
10) Which of the following is not a financial business?
a. credit union c. investment banker
b. insuarance company d. company that prints paper money
11) If you opened a hamburger stand, you would probably need a
a. license c. variance or permit
b. lemonade stand d. all of these
12) What businesses are most people likely to have been involved with while still in school?
a. paper route c. babysitting
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WORD STUDY

3. Match the words with their definitions.
efficiency, facilities, demand, costs, expansion, overheads, consumerism, reward, goodwill, tax

1) A need for or a desire for a commodity, together with the ability to pay for it, as in the law of supply
and demand.

2) A consumer protest against the perceived injustices in exchange relationships and efforts to remedy
those injustices.

3) The expenses incurred in producing goods or services during the period.

4) Regular and essential expenses such as rent and the cost of tele phones, stationery, etc.

5) The quality of being able to do a task successfully and without wasting time or energy.

6) The process of becoming greater in size, number, or amount.

7) An amount of money that you have to pay to the government so that it can pay for public services.

8) The popularity and good reputation of a successful business that forms part of its financial worth.

9) Something that you are given, for example because you have behaved well, worked hard, or
provided a service to the commu nity.

10) The equipment, buildings, services, etc that are provided for a particular activity or purpose.

4. Supply the sentences with the missing words.
render, lack, facility, offset, estate, maintain, cope with, adjust, handle, vendor, exceed

1) He divided his ... among his four brothers.

2) We would never have secured our independence without the aid you ... .
3) They argued that their wage increases would be ... by higher prices.
4) Sales ... all expectations.

5) We should ... our approach.

6) I need the money to ... me for at least the next month until I start a job.
7) We must try to ... ... our own failure.

8) The streets were crowded with ... and buyers.

9) ... of proper funding is making our job more difficult.

10) He ... all the major accounts.

11) They ask for a 6 million pound loan ... as working capital.

5. Complete each sentence with the correct form of make or do.

1) There's a rumour going round that Pelly's are going to ... a bid for Squash International.

2) Please ... your best to get these typed documents before 5 o'clock.

3) Who shall I ... the cheque out to?

4) If we don't get some orders soon we'll have to ... some of our workers redundant.

5) I'm afraid you'll have to ... without the other photocopier until we can get the part we need from the
suppliers.



14) Increasing production will ... even more demands on machinery which is already breaking down at an
alarming rate.

15) They could ... with some computer paper in the wages office.

16) We've ... away with the old system of clocking in.

17) A customer has ... a complaint about one of our salespeople.

18) In fact, Gravers have ... us a favour by launching their product first.

When you have checked your answers, write down each expres sion with do or make to help you
to remember them.

GRAMMAR FOCUS

6. As you read about business in newspapers and magazines, no tice how often the passive form is
used in sentences such as:

Grove Developments have been chosen to build the new sports center.

It is important that you know the past participle form of every verb you learn as this
will help you understand and make sen tences in which the passive is used. In this exercise you
have to complete each sentence by using the correct form of one of the following verbs. Use
each verb once only.

build sell
make spend
overcome take over
say win

1) More than 6 million tins of beans are ... every week.

2) They were ... by an American company last year.

3) No attempt was ... to explain the inconsistency in the figures.

4) Kent Industries are ... to be thinking of expanding overseas.

5) Once initial problems had been ... the re-organisation went like clock work.
6) Their new factory will be ... on the outskirts of the town.

7) The contract was ... in the face of strong competition.

8) Over $3 million was ... on advertising last year.

7. Combine an adjective from the list on the left with a preposi tion from the list on the right to
complete each sentence. You must use each adjective once only, but each preposition can be
used more than once.

relevant capable of

proud well-known on

aware accustomed to

acceptable dependent for
D I'mnot ... ... any regulations that should prevent us from exporting to those countries.
2) We need somebody who is ... ... understanding German.
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2) We are involved in ... the stages of wine production and distribu tion.

3) We have studied ... step in the distribution process.

4) We studied ... of the major wine producers. ... of them has some advantages.

5) You asked me if we can supply ... retailer in the north of Eng land. In fact, we can reach ... one within a
thirty mile radius of Newcastle.

6) We are involved in ... aspect of wine distribution.

7) ... major wine producers have suffered from the recession.

DISCUSSION

1. Do you know of a business firm where the personal attention of the owner is important to the firm's
success?

2. Do you think that small firms can keep competent employees? How?

3. Why is it that not all Americans believe they would be successful owners and managers of their own
business?

4. Which two rewards of success would you place first if you had your own small business?

5. Would you include preownership experience in your list of re quirements for successful management?

WRITING

1. Write a description of a small firm with which you are familiar where the personal attention of the owner
is considered important by its customers. Explain why this is important.

2. Prepare a short paper explaining your impressions of the chief disadvantages of small
firms. Explain how you believe these disadvantages can be overcome.

UNIT 6. Choosing a legal form of organization

new endeavour
consequences

single proprietorship
be available

affect the decision

raise capital

subsequent years

available investment funds

in the eyes of the law
subject to taxation
losses incurred
assume a risk
provide smth

leoal restrictions

BUSINESS TERMS

HOBasI OMBITKA

MOCTIEZICTBUSL

€IMHOJTMYHOE BIIA/ICHUE

HUMEIOIINNCS B PaCTIOPSHKEHHH,

B HAJIHIUH

BO3JICHCTBOBATH (BIHATH) HA PEIICHUS
0OBIBATH KAIMTaI

MOCIE YOI TOMBI

MMeEIOIIHecs B HATMYMU HHBECTULIMOHHBIE
(bOoHIBI

B IIa3ax 3aKOHa

MOIEXKAIIUI HATOT000I0KEHHUIO
HECOMBIE YOBITKU

Opatb Ha ce0s pUCK

cHa0kaTh, 00eCIeYnBaTh
IODUIMUECKe OTDAHNYECHN S



advance drawings
agreed ratio

legal status
consent

transact business
conduct business
sue

entity

capital stock

transfer of ownership
applicability

profit sharing

list one's stock with the New
York Stock Exchange
borrow against your stock
sum due

borrower

lender

repayment of the loan
bankruptcy

intestacy

bear all the risk

claim money
consequences of computer
revolution

assume responsibility
make an arrangement
apply economic sanctions
basis for consent

provide smb with smth
take out

cover against damage
take on extra staff
transport costs

take into consideration
make a loss

take off

take home

take steps

lose market share
take the chair
take down

take over

settle an account

BbIJa4ya aBaHCa
COTJIACOBaHHOE COOTHOIICHHE
(mpomopius)

MPaBOBOH CTaTyC

corjacue

BECTH JieNa

BECTH JieJ1a, PYKOBOMTH MIPEAIPUATHEM
MPENBSBIATH UCK (BO30YKAATh JIEIIO
MIPOTHUB KOr'0-TH00)

9KOHOMHUYECKAs eTUHHUIIA
AKIIMOHEPHBIN KamuTasa

nepeaada COOCTBEHHOCTH
MIPUMEHUMOCTh

y4acTHe B IPHOBLIAX
3aperuCTPUPOBATH YbH-THOO aKI[HH
Ha Hero-fiopkckoit hoHmoBoii Oupxe
3aHUMATh TOJI AKI[HU
MPUIUATAIOMIASACA CYMMa

33aEMIIUK

KPEIUTOP, 3aMMO/1aBel]

MOTaIICHHE CCY/IBI

0aHKPOTCTBO

OTCYTCTBHE 3aBEIIaHUS

HECTH BECh PUCK

TpeOOBaTh JICHBIU

MOCJIEACTBHS KOMIIBIOTEPHON PEBONIOLIUU

Oparh OTBETCTBEHHOCTH Ha CeOs
0(OPMHUTH TOTOBOPCHHOCTh
MPUMEHSTh SKOHOMUYECKHE CAHKITUH
OCHOBA TSI COTTIACHS

obecreunBaTh KOro-1n60 4eM-1100
MIPEANPUHATD, TPUYMaTh
CTpaxoBaTh yOBITKH, IOKPBIBAThH
HAHUMATh JOTIOJHUTENHBIH IITAT
TPAHCIOPTHBIE PACXOIbI

MPUHUMAThH BO BHUMaHUE

BO3MEIIATh YOBITKH

YBEIHYHUTHCS

TPHHOCHTH TOMOH YHCTHIH 3apaboToK;
home pay 4MCTBIii 3apab0OTOK
MPeIIPUHIMATE MEPBI (I1aru)
TEPSITh JIOJTIO PHIHKA
MpeceaaTebCTBOBAT

3aIUChIBATh

MOTJIOIMATh

OILIATHUTH CYET



be confident in OBITh YBEPEHHBIM

be relevant to OBIT YMECTHBIM (OTHOCSIIIMCS K)
insolvent HETUIATeKECTIOCOOHBIH
make redundant YBOJIBHATh
convenient location yI00HOE MECTOPACTIONOKEHHE
permanent solutions MIOCTOSIHHBIE (TOYHBIE ) PELICHUS
significant effect 3HAYUTENBHBIN P PEeKT
efficient way 3 exkTUBHBIN c1TOCO0

TEXT

New firm planners do some serious thinking about what legal form to choose for their new
endeavour'. This means determining what the status of the business will be in the eyes of the law.
The choice has very important consequences>.

Three legal forms (1. single proprietorship®, 2. partnership, 3. corporation) are
available* to small firms. In all cases, all three choices should be looked at carefully. Some of the
factors that should affect® the decision include plans for expansion, product or service being sold, needs
for raising® capital now and in subsequent years, liability characteristics of the planned firm, the
proprietor's available investment funds, need for continued life of the firm, alternatives for bringing desired
people into the firm, and legal requirements of the particular locality.

The sole proprietorship is a business owned and ope rated by one person. The owner and the
business are synonymous in the eyes of the law. All assets in the firm are owned by the proprietor, subject’
only to the liabilities incurred in its establishment and opera tion. The proprietor is solely responsible for all
personal and business debts and any losses incurred, assumes® all the firm's risks, provides’ most of its
capital, and provides its total management. The only re quirement for its establishment is that the
owner obtain any licenses required by the city, state and start operations.

The proprietorship form has several advantages, such as: 1.Simplicity of organization, 2. Owner's
freedom to make all decisions, 3. Owner's enjoyment of all profits, 4. Minimum legal restrictions,
5. Ease of discontinuance, 6. Tax advantages.

Disadvantages of the sole proprietorship: 1. Owner's possible lack of ability and experience, 2. Limited
opportunity for employees, 3. Difficulty in raising capital, 4. Limited life of the firm, 5. Unlimited liability of
proprietor.

The partnership is usually defined as an association of two or more persons to carry on as
co-owners of a business for profit. Partnerships are based upon a partnership agreement, also known as
Articles of Copartnership. Without a written agreement, the partner ship does not really exist. Many
circumstances arise which cannot be foreseen'’ and therefore must be anticipated. It should cover all areas
of possible disagreement among the partners. It should define the authority and the rights and
duties of each partner, and the limits to such authority. It should include an agreement on how
profits and losses are to be divided. Partners may make special arrangements'' to pay members of the
firm for services rendered, interest'? on capital investment, time spent, or advance drawings'® before the
balance of profits is to be divided in an agreed ratio.

Advantages of the partnership: 1. Ease of organization, 2. Com bined talents, judgment, and skills,
3. Larger capital available to the firm, 4. Maximization of personal interest in the firm, 5. Definite legal status
of the firm, 6. Tax advantages.



A public or open corporation offers its stock to the public. This means that its stock is available to
anyone who wants to buy it. The principal owner of a public corporation is the majority stockholder.

Advantages of the corporation: 1. Limited liability, 2. Variety of skills, abilities, and ideas,
3. Easy transfer'® of ownership, 4. Ease of expansion, 5. Unlimited existence, 5. Applicability' for both
large and small firms.

Disadvantages of the corporation: 1. Government regulation, 2.Profit sharing®,
3. Complexity and high cost, 4. Lack of freedom of action, 5. Taxes.

Notes: 1. IOTBITKA, CTpeMIICHHE; 2. TIOCTIENICTBYE; 3. SMHONMYHOE BiA JeHHE; 4. UMEIOTIUICS B PACIOPSIKCHUH;
5. BO3/eHCTBOBATh, BIMATH, 6.3aHuMaTh (OJewveu); 7. moaseprath (6o3detlicmeuio,
enuAHUI0); 8. IPUHUMATh Ha ceOst; 9. cHaOxath, oOecreunBaTh; 10.mpemBuIeTs; 11. IOrOBOPEHHOCT,
COIVIAIlIcHHE, pacriopsbke Hue; 12. mporieHT; 13.Beimada apaHca; 14.coriacke; 15.mpecie oBath CyaeOHBIM
MOPSZKOM; BO30YXKIAaTh JIENO TPOTUB (K020-1160); 16. SKOHOMHMYECKas emuHULA (Hanp. gupma),
SKOHOMH YECKHH  OOBEKT; 17. aKIMOHEPHBIA KaIiTat; 18. nepenaua; i€ peaBarh;
19. npumMeHuMOcT; 20. ydacTue B PUOBLISX.

COMPREHENSION

1. Answer the following questions.

1) How many legal forms are available to small firms?

2) What factors affect the decision to choose legal form of the business?
3) What are the legal requirements for starting a business as a sole proprietorship?
4) What is the proprietor solely responsible for?

5) What is a partnership agreement? What should it include?

6) What is the corporation? What types of corporation exist?

7) Can you compare the legal forms of business for their advantages and disadvantages?

2. In each of the following, select the word or phrase that best completes the statement
or answers the question.

1) One advantage of the sole proprietorship form of business orga nization is that
a. it is easy to raise capital
b. it has unlimited liability
c. there is limited life of the business
d. there is no sharing of profit

2) The legal form of business organization that has only one owner is known as
a. a sole proprietorship C. a cooperative
b. a partnership d. a stock company

3) One advantage of the corporate form of business organization is that
a. the number of government regulations is small
b. there is unlimited liability
c. there is easy transfer of ownership
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d. public corporation

6) A law firm might easily be organized as a
a. partnership C. cooperative
b. sole proprietorship d. private corporation

7) Two partners operating a small amusement park with high-risk rides should consider changing their
current partnership to a
a. sole proprietorship c. private corporation
b. limited partnership d. cooperative

8) If you have formed a small corporation, you can
a. sell stock to friends
b. list your stock with the New York Stock Exchange
c. borrow against your stock
d. none of these

9) The most common form of business organization for a small business is
a. the corporation c. the sole proprietorship
b. the cooperative d. the partnership

WORD STUDY

3. Match the words with their definitions.

transfer, sue, capital stock, entity, advance, profit sharing, endeavour, interest, single proprietorship,
partnership

1) A payment of part of a sum due before receipt of the goods; to pay money before it is due.

2) The price paid for the use of money such as by a borrower to a lender of money; the money earned by a
lender as a reward for allowing the borrower to use his money and for waiting for the repayment of the
loan.

3) The entire shares of a joint-stock corporation (company), the holders of which together form
the ownership of the concern.

4) Association of two or more persons carrying on business together for the purpose of making a profit.

5) The passing of a right of ownership from one person or organiza tion to another, by an intentional
act by a transferor as a sale or gift, or as a result of operation of law, such as bankruptcy or
intestacy.

6) An arrangement between the owners of a business and its em ployees by which an agreed
share of the profit is paid to each employee over and above his wages or salary.

7) The one and the only owner of a business. He provides all the capital, bears all the risk,
and in return receives all the profits. Such a concern is called a one-man business, although the
pro prietor may employ a number of people.

8) An attempt to do a particular thing, especially something new or original.

9) A complete, separate thing that is not divided and that is not part of anything else.

10) You start a legal case against someone, usually to claim money from them because they have harmed
you in some way.



7) Computers can ... our lives in different ways.

8) The government cannot ... all young people with a job.
9) Your gift will be ... to tax.

10) Do you ... any problems with the new system?

5. Complete each sentence with the correct form of fake and a word from the list below.
Use each word once only.

call down on seriously
chair further Out steps
charge home Over up
consideration off Risk

1) You should ... ... an additional policy covering you against acci dental damage.

2) Wehad to ... ... extra staff during the holiday season.

3) When all the transport costs have been ... ... into ... ... , we have in fact made a loss.

4) Sales really ... ... after the product had been mentioned on televi sion.

5) A good sales rep can ... ... over £500 a week.

6) If my phone rings, could you ... ... the ... ... for me?

7) We must ... ... to see that we don't lose our market share as a result of this increased
competition.

8) If the boss is ill, who'll ... ... the ... ... at the meeting?

9) He didn't seem to ... ... the threat of redundancy very ... ... .

10) Don't ... ... this ... ... Angela. I'm just thinking aloud.

11) In 1988 we were ... ... by a large multi-national company.

12) If the account is not settled within seven days, we shall be obliged to ... ... the matter ... ... .

13) Mrs Jenkins has been appointed to ... ... of our Canterbury branch.

14) I'm not sure if there is a market for this kind of product but you don't get anywhere without ... ... a..
... now and again.

15) They decided not to ... ... the option, so we had to look around for other potential purchasers.

Notice once again how important word partnerships are. Write down all the expressions
using take and other words.

GRAMMAR FOCUS

6. Complete each of the sentences by using the past form of one of the verbs on the left and
combining it with one of the words on the right. Use each verb once only. Some words on the
right are used more than once.

break shut back off
build take down on
20 hear up out

sell ring from



7.1Is an "a" or "e" missing from the following words?

confid...nt effici...nt perman...nt relev...nt
conveni...nt insolv...nt redund...nt signific...nt

Now complete the following sentences by using one of the adjec tives above. Use each
adjective once only.

1) I'm ... that we'll reach our target without any difficulty.

2) You should be familiar with the regulations ... to your work.

3) We must process these orders in a more ... way.

4) Unfortunately, the accounts show the company is ... .

5) Short-term measures aren't enough. We need a more ... solution.
6) The advertising campaign had a ... effect on their sales.

7) 100 workers were made ... when the factory closed.

8) You couldn't get a more ... location than next to the station.

DISCUSSION

1. Can lack of ability and experience in small firm owners be corrected solely by their adopting another legal form of
organization for the business?

2. Evaluate "ease of discontinuance" as an advantage of the pro prietorship form of legal
organization.

3. Is the owner of a small corporation as "free to make all deci sions" as a single proprietor?
Explain.

WRITING

1. Write a summary of the text.
2. Demonstrate in writing your understanding of what the term "unlimited liability" means to
owners of small firms?

UNIT 8. Advertising and promotion

BUSINESS TERMS

established demand c(hOpMHUPOBAHHBIH CITPOC

promotion of sales CTUMYJIHPOBaHUE COBITA

publicity nmabJIUCUTH, peKiaMa

special event sales [IPOJAXa B CBSI3U C OIPEIEIECHHBIM
coObITHEM

promoted demand MPOIAaraHJUCTCKHUI CIIpoc

personal selling JINYHAs IIpoJaxa

sales promotion campaign KaMIIaHU I10 CTUMYVIIMPOBAHUIO COBITA



tarnished goodwill
ultimate result

launch a new product
commercial break
account for

newspaper circulation
point-of-sale

keep costs down

put forward a proposal
be financially sound

fall in demand
redundancies
sales increase

fall in share price

(TeXHUYECKON XapaKTEPUCTUKH )
3aIsTHAHHAS PEyTalns
KOHEYHBIN Pe3yibTaT
BBIITyCTUTH HOBBIN TOBAp
peKIaMHas may3a
HACYUTHIBATh

TUPaX ra3eTsl

MECTO COBEPILICHUS IPOIAKH
HE YBETMYHBATh PACXOABI
BBIIBUHYTh IIPETIOKEHUE
OBITH B XOpoI1IeM GUHAHCOBOM
COCTOSIHHH

CIpPOC MajiaeT

W3ITUIIKA

yBeIHYCHHE cObITa

1aJICHUE LICHbI aKIIUH

TEXT

The total demand for the goods or services offered by any small firm can be divided into established
demand' and newly created de mand, sometimes called promoted demand?.

Established demand is that volume of sales which comes with out conscious outside promotion by the
firm. People buy because they have had positive experiences with the firm's products, find the firm
conveniently® placed, or are attracted* by the firm's appearance.

Newly created or promoted demand by contrast, is the volume of sales that results from firm's
engaging® in various types of acti vities to draw people to the firm. Promoted demand
customers, if pleased, can become established customers. Those firms that supple ment® established
demand with promoted demand show much better sales volume and profits. Almost without exception,
additional adver tising and promotion brings in greater sales volume.

All the activities that go into the development of sales can be grouped under the title promotion
of sales. This promotion can use either direct or indirect methods. Every small firm owner should think
about using some of the following types of sales promotion.

Direct promotion methods

Indirect promotion methods

1. advertising

1. public relations

2. publicity’ 2. customer relations
3. displays 3. customer services

4. special event sales

4. product styling and packaging

5. manufacturer's aids

5. community goodwill®

6. personal selling

7. sales promotion campaigns

Advertising can be defined as commercial messages to the public designed to inform potential
and established customers and to encourage sales for the advertiser. Advertising can be either institu tional
(designed to sell the firm's name) or direct-action (designed to sell the firm's product or service).



3. Omit'" a regular advertising project for itermittent'?

4. Check sales results when a new advertisement is placed.

Publicity has always been described as advertising that is not paid for. It includes such
things as public news items about the owner of the firm that tend to brighten the firm's image
or make friends for the business.

Displays areanone-site method of sales promotion. Products that are not nommally considered impulse items"* are
often sold through an effective display in the windows or on the sales floor. Displays enable the
merchant to add changes, interest, and brightness to the standard layout, and when well done can do
much to increase sales.

Special event sales Special events to directly promote sales have become a
well-established feature'* of most consumer goods businesses. The firm's anniversary, the firm's
president's birth day, the addition of a new service for customers, the start of the spring and fall seasons, and
so on, can all be used as occasions' to promote sales. Major holidays, of course, are ideal for sales.

Manufacturer's aids are any form of assistance pro vided by the manufacturer to small
wholesalers and retailers for pro moting sales. These aids may take the form of national advertising of the
products involved'®, assignment of trained personnel to demon strate the use of a product such as cookware
in the particular store, provision of attractive window and floor displays, or monetary contri butions to an
advertising program.

Personal selling means all those activities and charac teristics of the individual
salesperson which make successful sales. Fundamental to all good personal selling is a thorough
knowledge of the merchandise. Personality, human psychology are also important.

The four basic steps in making any sale have been summarized as follows: 1. Gaining'’ the
prospective customer's attention and interest, 2. Creating desire and overcoming objections,
3. Presenting various solutions, 4. Closing the sale.

Sales promotion campaigns are usually built around a central idea. The campaign may last
a day, a week, or even several months. It may be seasonal or associated with a business opening or
anniversary, a new product, or the introduction of a new service. The opening of a new department, a new
location, or a national or historic commemoration can also be the basis for a campaign.

When the theme is chosen, the campaign itself must be care fully planned. The list that follows
outlines a number of important campaign elements: a basic promotion idea or philosophy must be
de veloped, promotion objectives should be drawn up, various elements of the campaign— advertising,
display, and public relations should be studied, responsibilities should be assigned to employees, the program
of activities should be scheduled, using a calendar and a timetable, individual promotions should be
reviewed after the campaign, critiques should be written and filed for the future reference.

Public relations. A firm's public relations determine its image, or popular reputation, in the
general community. The nature of its public relations, good or bad, is reflected in the community's attitude and goodwill
toward the firm. Good public relations are cumulative net result, which is more easily destroyed than built. It
is the respon sibility of every person associated with the firm. Every act of the firms representatives contributes to the
overall image of the firm.

Customer relations build sales independently and also contribute to the total image of
the firm. Satisfied, happy customers are the best form of advertising and promotion.

Customer services can be a part of both public relations and good customer relations.
Many customers want special services and seek out firms that supply them Examples are
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aresult the circle gets smaller. Failure is the ulti mate'” result.

All the sales promotion methods reflect a conviction® that the customer is the most important part of
any successful business. There can be no profit in the absence of sales. Efforts to keep present cus tomers
happy and to constantly attract new ones are essential to con tinued profits and growth.

Notes: 1. chopMHUpPOBaHHBIM CHPOC; 2. MpOMaraHJuCTCKUW cupoc; 3.yaoOHO; 4. TPUBIICKATH,
NPUTATVBATE, IUICHSATh, S.3aHAMATh CSI; BORJICKATH; 0. OMONHSATH, JOMNOJHEHHE, NOOARICHHE, 7. IO IaraHmia,
Ha@mcm 8. 1106p0>1<enareanocna o61uecnaa, 9.1po Bepsttb; 10. cumtath; 11. mpeHeOperarth, ymyckarthb,
NpOMyCKaTh;  HE  BKJIIOYaTh, 12, OpephIBUCTHIH;  13. UMIyJIbCHBHBIE  TOBApHI;
14. ocobeHHOCTh, XapaKkTepHasuepTa; 15. ciiydail, BO3MOX HOCTh, 16. BOBJICKATh, BKIHOUATH;
17. nobuBatecst; jmocTurath, 18. mMATHATH, MOPOYUTH; 19. KOHEUHBIH, OKOHYATEIbHBINH;

20. yOXXI€HHOCTh, YBEPCHHOCTb.

COMPREHENSION

1. Answer the following questions.

1) How would you describe established demand as contracted with promoted demand?

2) What is promotion of sales? What types of sales promotion do you know?

3) How would you define advertising?

4) What types of media are used in advertising?

5) What do we mean by checking the effectiveness of advertising? What are some of the methods by which
this can be done?

6) What goods are often sold through an effective display in the windows or on the sales floor?

7) What occasions can be used as special event sales?

8) What are the four basic steps in successful selling?

9) What are important campaign elements?

10) What do public relations determine?

11) What are the best forms of advertising and promotion?

12) Can you give examples of special customer services?

13) What is the most important part of any successful business?

14) What efforts are essential to continued profits and growth?

2. In each of the following, select the word or phrase that best completes the sentence or
answers the question.

1) When designing an advertising layout, you should use
a. large headlines since big print is easy to read
b. as many ideas as possible since space is expensive
c. a series of elements which draw attention to a regular pattern
d. startling proportions so that the advertising attract attention

2) Which one of the following departments usually has the responsibility in a company for the development
of a favourable community image for the business?
a. the advertising department
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d. take advantage of all of these opportunities

5) Which one of the following elements of an advertising layout would be a problem for you if
you could not draw or sketch?
a. headline c. illustration
b. copy d. media

6) Which one of the following policy recommendations offers poor advertising advice?
a. The advertiser should spend as much as the budget will allow
b. The advertiser should periodically evaluate the advertising dollar for effectiveness.
c. The advertiser should vary media from time to time to reach different markets
d. The advertiser should read the results of research and polls of buying habits in the area.

7) A method of sales promotion used in supermarkets is

a. trading stamps c. coupons

b. games of chance d. all of these
8) Dependent customers are usually

a. impatient C. nervous

b. skeptical d. undecided

WORD STUDY

3. Match the words with their definitions.
intermittent, check, demand, goodwill, feature, gain, item, omit, publicity, count

1) The wants of buyers in the market.

2) To get or obtain something wanted.

3) The business of attracting public attention and of encouraging general feelings of goodwill towards
aproduct or service in order to sell it.

4) A single article or class of articles in a list, account, inventory, etc.

5) The advantage possessed by an established business over a new business. The attractive force that brings
in customers.

6) Make sure that smth or smb is correct, safe, making progress.

7) Say all numbers one after another up to a particular number.

8) Do not include smth in an activity or piece of work, deliberately or accidentally.

9) Smth happening or appearing occasionally or at regular intervals rather than constantly or continuously.

10) A particular part of smth or characteristic that it has, which you notice because it seems important or
interesting.

4. Supply the sentences with the missing words.

tarnish, conviction, conveniently, supplement, involve, attract, ultimate, occasion, engage

1) The amount of fuel is displayed ... on a gauge.
2) I tried desperately to ... his attention.
3) It was considered inappropriate for a former President to ... in commerce.
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5. Choose the best alternative to complete the sentence. Look up any words you don't
know.

1) With effective advertising a company can become a ... name.

a. house b. household  c. housewife's d. home
2) We need an effective campaign to ... our new product range.
a. fire b. set out c. set off d. launch
3) During the commercial ... , there was an advertisement for a new women's magazine.
a. break b. breakage C. pause d. interval
4) The first thing an ad must do is ... the reader's eye.
a. trap b. catch c. find d. reach
5) We need a name for the product which will ... to teenagers.
a. draw b. attract c. succeed d. appeal
6) They decided to do a mail ... to get people interested in their holiday homes.
a. shot b. shoot c. trial d. list
7) All advertisers must obey the industry's ... .
a. practice code c. practical code
b. code of practice d. code word
8) Advertising on television is very expensive during ... viewing hours.
a. peak b. high c. audience d. big
9) We did a lot of research to ensure that the advertisement would appeal to the ... audience.
a. aim b. arrival c. goal d. target
10) Newspaper advertising ... for 45% of the total.
a. accounted b. counted c.comprised  d.came

11) Advertisers look at each newspaper's ... figures before deciding where to place their advertisements.
a. circular b. population  c. circulation  d. revenue

12) As part of our service we provide ... display material.

a. selling point c. appointed
b. point of sale d. salesmanship
13) If you advertise at airports, you have a ... audience.
a. captured b. slave c.captivated  d. captive
14) She does the art work while I write the ... for each advertise ment.
a. copy b. copies c. copyright d. media

GRAMMAR FOCUS

6. Complete each of the sentences by using the past form of one of the verbs on the left and
combining it with one of the words on the right. Use each verb once only. Some words on the
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6) She ... ... an interesting proposal at the meeting.
7) They ... the offer ... for a week before making a decision.
8) After ringing up three times I finally ... ... to head office.

7. As you study English, notice how some adverbs form common partnerships with
other words, for example:

Each product is thoroughly tested. This process is widely used.

If you want to use English in a natural way, you should note down and learn expressions like
these.

From the following list choose a suitable adverb to complete each sentence. Use each adverb once
only.

absolutely conveniently eventually financially
satisfactorily specially widely

1) Our new office is ... located in the middle of the town.

2) I hope the negotiations will be concluded ... .

3) This credit card is ... accepted so I take it everywhere.

4) Make sure you're ... insured when you go to the States.

5) The accountant had to check that the company was ... sound.
6) You have been ... selected to try out our latest product.

7) I'm sure the Government's policy will ... cause a recession.

8) Get this software ... free when you buy one of our computers.

8. Look at the following sentences:

Each price the company might charge will lead to a different level of demand.
The same price increase results in a large drop in demand.

Now complete the sentences below matching cause with effect

1) Price increases can ... to ... .

2) A sales decrease may ... in ... .

3) Doubling of the advertising budget should ... to ... .
4) A gradual decline in the market sector has ... in ... .
5) A reduction in staff salaries will ... to ... .

EFFECT

staff motivation falls
fall in demand
redundancies

sales increase
share price drop



WRITING

1. Write a summary of the text.
2. Do you know of a product you or your family prefer because of its packaging and styling? Explain
in a short essay such a case and why you prefer it.

UNIT 9. Pricing policies

charge price

apply in a particular case
clientele

competitor price policies
market strategy

loss leader

price lining

target return pricing

retail the product on the price
policy of setting price

reflect in price policy
affluent people

protect the quality image
profit margin

novelties

combat the increase of chain
store competition

alter prices

overall demand

elastic demand

specialty goods

luxury items

desired percentage return on
investment

total fixed cost

markdown

damaged merchandise
discounts

cover expenses

assure fair profit

attract customers

markup

arrive at a selling price
clear profit

multinlv the sellino nrice

BUSINESS TERMS

Ha3HAYaTh [CHY
oOpamaTbes BOCOOOM cliydae
KJIMEHTypa

[[CHOBAs MOJIMTHKA KOHKYPEHTOB
PBIHOYHAS CTpaTeTHs

TOBap, MPOJaBacMbIii B yOBITOK
HIKaja neH

Ha3HAYCHHME 1IeH, 00eCTIeUnBAIOIINX
MOJIyYEHHE 1eJIEBON HOPMBI TPHOBLIH
[pO/JaBaTh TOBAp B PO3HUILY I10 I[CHE
TMOJIUTHKA YCTAHOBJICHHS IICH
OTpakaTh B IICHOBOM MOJUTHKE
COCTOSITEIILHBIC JTIOAN

3alIMIIATh UMUK Ka4eCTBa
Map>KHHAJIBHBINA JOXOJ

HOBUHKHU

6OpOTHCS C YBEINUCHUEM KOHKYPEHLIUH
MEX/y CEThIO Mara3uHOB

HU3MEHHTD IICHBI

001w crpoc

ANACTUYHBIN CTIPOC

TOBapbI 0cOO0TO CTIpoca

MPEAMETHI POCKOIIHN

keJaeMas MpoIeHTHAs PUOBLIL OT
HMHBECTHIIMH

COBOKYITHBIE TOCTOSTHHBIC U3/ICPIKKU
CHHYKCHUE [[EHBI

MOBPEXKICHHBIA TOBAp

CKUJIKU

MOKPBIBATH PACXO/IbI

TapaHTUPOBATH CIIPABEIMBYIO PUOLLTH
MIPUBJICKATh MOKYIIaTeeH

HalleHKa

MOJIYYHTh T10 MPOJIAKHOM IIeHe
YucTast IpUObLIb

VMHOXUTE TITDOTAKHVIO 1TEéHV



TEXT

Factors affecting individual prices. The prices that any firm can charge for its
merchandise are subject to many in fluences. Some or all of the following considerations may apply in a
particular case: 1. Fair trade laws, 2. Nationally advertised prices, 3. Desired customer clientele’,
4. Competitor price policies, 5. Mar ket strategy?, 6. Manufacturers' suggested prices, 7. Type of
mer chandise handled, 8. Policy on loss leaders3, 9. Seasonal nature of sales, 10. Demand
factor for certain products, 11. Price lining*, 12. Target return pricing’.

A word about each of these factors will introduce us to the total scene of setting prices. Fair
trade laws still exist in many states. These laws allow the manufacturer of a product to
make agreements with dealers who retail the product on the price at which it can be sold to the public.
Nationally advertised prices must be recognized® by small firms as at least an upper limit to the prices
they place on items so advertised. Competitor prices on similar lines or mechandise with similar
quality must be recognized when active competition exists’ between firms. Market strategy is a policy of
setting prices and quality in a range not served by com petitors. Where a special clientele is served, its buying
habits can be reflected® in price policy. For example, if affluent’ people want spe cial services and
special merchandise, they are willing to pay for them. In other cases, the desired clientele may be
price-conscious and price policy will be directed to serve them.

Manufacturers' suggested prices are designed by the manufacturers to protect'® the
quality image of their products and to protect profit margins'' for the individual retailer. Price policy is
significantly affected by the type of merchandise. Novelties'? or spe cial-interest items normally carry higher
markups.

Loss leaders (products sold below cost) are still illegal in some states whose laws reflect an
earlier attempt by independent firms to combat™ the increase of chain store competition' sea sonal
nature of sales can affect pricing policy by making it possible to alter™ prices with the high and low seasons of
sabs volume. The nature of overall demand is likewise a consideration in set ting individual prices.
Elastic demand suggests lower prices. Specialty goods, such as luxury items and style merchandise,
carry higher prices. Price lining is a policy of keeping merchandise in fairly well-defined price
ranges. Dresses at $19.95, $24.95, and $29.95 would be an example.

Target return pricing involves adding a desired percentage return on investment or a
specific dollar amount return to total fixed costs in setting retail prices

Setting initial prices. Initial prices on merchandise must cover all these items:
1. Markdowns'®, 2. Shortages, 3. Damaged merchandise, 4. Employee discounts, 5. Operating expenses,
6. Cost of goods sold, 7. Profits.

When a business owner decides what price to charge for diffe rent items and services offered, some
kind of method should be used. Poor pricing may end up costing the owner customers and profits.
Two basic questions must be answered: 1. Are prices high enough to cover expenses and assure'” a
fair profit'®?, 2. Are prices low enough to meet or undersell the competition and attract customers?

M ark up . The term markup refers to the amount which a proprietor adds to the cost of an
item in order to arrive at a selling price. The selling price may be expressed in a simple
formula: cost price plus markup equals selling price.

If a particular nroduct costs a proprietor $1.00. it mav be sold to the customer for $1.50. The markup



cost price +50 % markup selling price
$1.00 $.50 $1.50

2. Markup based on selling price:
selling price  —331/3%  markup = cost price
$1.50 $.50 $1.00

In theory, for every dollar taken in over the counter, the mer chant should know how much is
clear profits, how much goes for merchandise, and how much goes for expenses. When a
customer gives a merchant $1 for an item, then sales dollar might look like this:

Rent 1
Heat 2
Light 1
Wages 20
Cost of Insurance 1
Merchandise 70 Profit 5

Of course, a merchant does not actually analyze every dollar. But when $1 is multiplied by
10,000 at the end of a six month business period, the effects are important.

Markdown. It is not as difficult to figure as markup. Mark down is simply an amount or
percentage cut from the original selling price. For example, if men's shirts are not selling at $16.95,
they might sell for $14.95. The dollar value of the markdown is $2.00 and the percentage, found by dividing
the markdown by the selling price, is 11.8%. To mark down an item 25%, simply multiply the
selling price by 25%, or divide the selling price by 4 and substract to find the new selling price.

Notes: 1. xwieHTypa; 2. pIHOYHAS CTpATErHsE; 3. TOBap, MPOIABAEMBIH B YOBITOK (JUIsl MIPHBIICUCHHS TIOKyTIaTenei); 4.
IIKaJIa 1IeH; Ka Teroprs LieH; 5. Ha3HAUYeHNE LeH, 00SCTICUMBAFOLIVX TIONyUYEeHHE «IIEICBO» HOPMBI HPUOBLIH;
6. mpu3HaBaTh;, 7. CylIeCTBOBaTh;  8.oTpakarb;, 9.0orareii;  10.3ammmare; 11, koadduipeHt
npu OBITBHOCTH, KOAPPUIHECHT AOXOTHOCTH (OmMHOUeHUue Yucmol NPpUudbIIUK YUCMOU
svipyuke); 12. HoBuHKa; 13. 00poThbCsA; 14. KOHKYpSHIIMS MEXIy CEThIO MarasHHOB;
15. u3MeHATb, Me HATh, 16.MapKIayH, CHIDKEHWE IIeHb, B/MYMHA CKWIKM (C  Tep BOHAYaIbHO
YCTAQHOBJICHHOW LIeHBI); 17. TapaHTHpOBaTh, 00CC MeuMBaTh; 18. cripaBeymBasi MpHOBLTH; 19. posHHUHAS
HareHka; 20. O/ICUUTHIBATh, OLICHUBATD; HCUHCIISTh

COMPREHENSION

1. Answer the following questions.

1) Which of the factors affecting individual prices are of primary importance from your point of
view?

2) What does market strategy mean as a price policy?

3) What is a loss leader?

4) What items are of importance for setting initial prices?

5) What is a markup?

6) What are the ways of figuring markup?



d. Elastic demand suggests lower prices.
3) Manufacturers' suggested prices are designed by

a. retailers c. middlemen
b. wholesalers d. manufacturers
4) Initial prices on merchandise must cover
a. operating expenses c. cost of goods sold
b. shortages d. all of the above

5) The selling price may be expressed in a formula
a. cost price — mark-up = selling price
b. cost price + operating expenses = selling price
c. initial price + mark-downs = selling price
d. cost price + mark-up = selling price
6) The pricing strategy helps to determine if the business
a. receives enough income
b. makes an adequate profit
c. receives enough money to pay the expenses
d. all of the above

7) What things must you take into consideration in setting the price on your goods and services?
a. how does the price of your products compare with your competitors?
b. how must a basic promotion idea or philosophy be developed?
¢. how should advertising, display, and public relations be studied?
d. how should responsibilities be assigned to employees?
8) Which of the following is the definition of discount?
a. charge quoated as a per cent
b. aminimum, an amount below which commissions are reduced
c. an amount deducted from the total of a bill for any of several reasons
d. a planned percentage mark-up on cost to cover overheads

9) The typical mark-ups on manufacturers' prices are for:
a. tobacco products c. greeting cards
b. bakery products d. perfumes

WORD STUDY

. Match the words with their definitions.
strategy, clientele, mark-down, loss leader, profit margin, mark-up, chain store, target

1) All the people who use the services of a particular firm.

2) The percentage of the wholesale or cost price added to produce the retail or selling price.
3) A deduction in the price of goods to encourage sales.

4) One of a number of similar shops belonging to the same company.

5) A plan of future action which, in a company, is usually decided by senior management.
6) A nroduct <old at a loss to enconrace trade



5) The schools were fighting endlessly to ... truancy.

6) He could resign if he wanted and ... himself of £156,000 a year pension.

7) This doesn't ... the fact that the problem has got to be dealt with.

8) They both come from relatively ... backgrounds.

9) He must have made a ... amount of money.

10) The five year boy demonstrated the ability to read, write and do simple ... .

5. What are the synonyms (from the text) of the following words?

to influence to defend
producer benefit

to permit to fight
rival to change
primary major

6. Find words in the text to complete the following expressions.

the prices are subject... demand factor...

they are willing... to make agreements...
products sold below... a desired percentage return...
the selling price may be... most businesses deal...

when $1 is multiplied... divide the selling price...

GRAMMAR FOCUS

7. Complete the following sentences by putting the bracketed verb into the right tense.

1) We (to find) that if a firm has sales of $100,000 and gross mar gin of $40,000, it (to have) an average
markup on total sales of 40 percent.

2) In the UK, price increases (to restrict) by the operation of Price Code from 1972 to 1979.

3) Critics of price control (to argue) that if profits are restricted the level of investment (to reduce).

4) It is possible that free markets with minimum state intervention (to encourage) competition.

5) The economic organization of every human society (to charac terize) by certain social costs
and certain social benefits.

6) Public goods (to produce) and (to consume) in great "lumps" and the users can't (to charge) through the
pricing system.

7) Firms (to supply) goods and services motivated by their desire for profits.

8) The important point to notice is that the price mechanism under perfect conditions (to operate)
automatically.

8. Complete the following sentences with one of the prepositions

of in to forth from
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9. Complete the following sentences by putting it, they, there with an appropriate form of the
verb:

1) ... (to argue) that a market economy respounds more guickly to changing economic conditions in world
markets.

2) Overall inflation remained subdued despite exchange rate effects. ... (to be) several offsetting factors.

3) ... (to continue) to be considerable diversity in economic activity across regions in 1993.

4) ... (to be) also a significant pickup in export receipts.

5) ... (to be) also a response to a lesser need for working capital.

6) Although long-term rates came down at the beginning of 1944, ... (to remain) high relative to current
inflation.

7) Broader price measures also indicate that inflation rate remained very low. ... (to be) about 0.7 percent
compared to 1.6 percent in 1992,

8) Nevertheless, ... (to be) substantial increases in spending on some goods such as household appliances, furniture and
clothing.

DISCUSSION

1. What factors determine the pricing policy?

2. Express your opinion on the nature and computation of markup.

3. Do you agree with the statement "Buyers and sellers are said to be price takers in the sense that all prices are
market-determined"?

WRITING

1. Write a summary of the text.
2. "Monopoly power is the ability of a firm to control its prices". Do you support this statement? Give your
arguments in writing.

UNIT 10. Selling on credit

BUSINESS TERMS

set an upper limit to the YCTaHOBUTb BEPXHUII IpeieN HA CyMMY

amount

finance business transaction (bHMHAHCHPOBATH CICIKH

without reminder 6€e3 HalOMUHaHUS

pay on schedule TUIATUTh IO TPaduKy

eventual losses BO3MOXKHBIE (KOHEUHBIE) IIOTEPU

equal payment PaBHBIC TUIATEKU

remit total price MEPEYUCITUTE OOIIIYIO [IEHY

pick the credit customer BBIOpATh KIIMEHTA JUIS KPETUTOBAHMS

collection agency areHTCTBO, 3aHUMaloIIeecs cO0poM
JIeHer

reasons for nonpayment MIPUYUHBL ISl HEYTUIaT

revolvino acconnt ARTOMATUUACKI ROROAITORTIAMLTIT cuaT



TEXT

There are few axioms in the world of business, but one of them is "if you sell on credit you will
increase sales, even to the same customers to whom you previously sold for cash only". This alluring
proposition has great appeal to small business firms. Sales are the foundation of profits, and
anything that will help to increase sales commands the attention of competent business owners.

Trade credit is credit extended from one business firm to another. Consumer credit is
credit given by retailers to their custo mers, who are the final users of the products or services sold.
Sales by manufacturers and wholesalers are almost always made on a credit basis. Retail sales on
credit are about half of the total retail sales in the country.

Our business world could not operate without credit. There is not enough currency and coin in the
country to finance business transactions carried on every day. Total bank deposits exceed the
actual money in the country several times over. The key is credit extended throughout the
economy. A good credit standing is essential to busi ness success. Business owners must look for good credit
standing of firms or individuals to whom they grant credit.

There are at least four basic types of consumer credit accounts.

Open accounts' are ondinary charge accounts’. With this type of account the customer
charges all purchases throughout the month and is expected to pay the total charges when a statement®
is sent by the firm. Most firms send out statements monthly, but full payment each month is not
insisted upon.

Revolving accounts® It would appear that revolving accounts were designed for
customers who live with external indeb tedness®. The firm sets an upper limit to the amount
that may be charged, and any purchases below that limit are automatically approved for credit sale. The customer
must then pay a certain amount or a specified percentage of the total charges at the end of each month.

Installment accounts® were specifically designed to make possible the sale on
credit of larger purchases. The customer makes a down payment’, preferably at least 20 % of the
total pur chase price, and the balance is spread over a monthly payment plan. Good business practice limits
such payments to not more than 3 years. Many installment accounts are for a shorter period. Carrying charges
are added to the amount due 3, usually up to 1 percent per month.

Budget accounts® are designed to handle payments that ordinarily fall between
short-term open accounts and longer-term mstallment accounts. No down payment is required, and customers are
normally given 3 months to remit the total price in equal payments. Customers are expected to make
payments without reminders in the form of statements from the seller.

Credit customers who do not pay on schedule cause the firm several problems. The best
course of action when accounts become overdue is to minimize the eventual losses by taking
the following steps:

— Send a second statement 60 days from purchase. This could include a note to the effect that!’
"Perhaps our first statement was not received or was mislaid. We know you would not want your credit
status impaired".

— Telephone the customer or send a telegram in 70 days, asking the reasons for nonpayment.

— Send a third statement in 75 days. Include a note to the effect that "Your credit status is at stake. We are
forced to tum over accounts 75 days old to our collection agency or attorney".

_ Qend 3 recictered letter 11 RO dave inehidino a certified conv of the <tatement <avino that the



cu€T, CU€T MOTPEOUTENBCKOTO KpeauTa; 10. clrenyIommero coaep kanus.

COMPREHENSION

1. Answer the following questions.

1) What are the main types of credit?

2) What is the difference between trade credit and consumer credit?

3) What are the basic types of consumer credit accounts?

4) How does a revolving account work?

5) Is an installment account different from a revolving account? How?
6) When would you recommend use of a budget account?

7) What is recommended to handle delinquent accounts?

2. In each of the following, select the word or phrase that best completes the statement
or answers the question.

1) If after six months a business shows no profit, it will probably

a. fail c. require a partner
b. succeed d. sell at a profit

2) Long-term credit is usually used for
a. supplies c. new equipment
b. payroll cash d. inventory

3) The ability to pay back a loan is called the creditor's
a. character c. capital
b. capacity d. conditions

4) One of the advantages of a business selling goods on credit is a (an)
a. increase in working capital c. decrease in steady customers
b. increase in operating costs d. increase in sales volume
5) One of the disadvantages of a business selling goods on credit is a (an)
a. increase in operating costs c. increase in sales volume
b. decrease in working capital d. increase in steady customers

6) A customer buying a dining-room set would most likely use which one of the following types of credit?

a. charge account c. installment sales account
b. open account d. cash
7) One of the most popular forms of installment credit is the
a. bank account ¢. open account
b. revolving account d. charge account

8) The first step in collecting from credit customers is to
a. inform them of the amount due c. take legal action
b. close the account d. repossess the product
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WORD STUDY

3. Match the words with their definitions.

indebtedness, down payment, currency, deposit, purchases, charge, statement, certified copy, price, to
finance

1) Those goods that a business buys with the intention of selling by way of trade, not goods bought for use
by the business.

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

3) To provide or arrange means of payment.

4) A sum owed; debts in general.

5)Money or its equivalent deposited with a person or organization, especially a bank, for
safe-keeping, or as security, or to bear interest.

6) Immediate payment; the first payment under a mortgage or hire-purchase agreement.

7) Any kind of money that is in general used as cash; any generally accepted means of payment.

8) A loose-leaf sheet supplied by a bank to each customer, giving details of all debits and credits made.

9) A copy of'a document which has on it a formal declaration signed by an official that it is a true copy.

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

4. Supply the sentences with the missing words.
payments, user, customer, price, statement, amount, attorney, advantage, non-payment, accomplish

1) She explained the ... of the new system over the old one.

2) The early computer ... had to learn to speak the language of the computer.
3) We estimate, month by month, the ... of cash that will be needed.

4) Was the ... of rent to be optional?

5) He later became a prominent ... .

6) How were they able to ... so much so quickly?

7) There were two ... in the shop at the moment I came.

8) I get a bank ... at the start of every month.

9) Oil ... are stable for the first time in years.

10) He was in prison for ... of fines.

5. Choose the best alternative to complete the sentence.

1) As soon as an item of stock falls below its minimum ... , the computer automatically
re-orders.
a. standard b. level c. grade d. position

2) Often a discount is offered as an ... to get a customer to pay promptly.
a. investment b. incentive c. interim d. inventory

3) Remember that was only an ... . The final cost could be higher.



7) They've pulled down the old market and built shopping ... .
a. premises b. precinct c. franchise d. retailer

8) When ordering, please quote the ... .
a. numbered catalogue c. figure
b. catalogue d. catalogue number

9) I've just received an ... note telling me that the goods have been dispatched.
a. advice b. advise c. invoice d. advisory

10) Every month account customers are sent a ... .
a. final demand c. request
b. statement d. stocktaking

11) In the UK, VAT (value added tax) is a tax on goods and ... .
a. servicesb. servants c. stockings d. stockists

12) If they don't ... their account we'll take them to court.
a. setup b. pay up c. settle d. pay for

13) By mistake we have undercharged so we'll have to send her a ... note for the amount.
a. debt b. credit c. debit d. creditworthy

14) If you take the sweater back to the shop they'll want to see the ... to show you bought it there.
a. receipt b. reception c. permit d. quotation

15) It's a ... market at the moment so you should be able to pick some up at a reasonable price.
a. open b. free c. buyer's d. seller's

6. Forms of selling. Match each selling technique to its definition.

1. door-to-door selling | a) In return for payment and a share of
sales revenue, an organization licensesits
(well-known) name to be used by food
outlets, retailers, and others. Hambur
gers, pizza, and clothing are often sold under
this system.

2. franchising b)Famous for its footinthe-door approach,
everything from encyclopedias through
vacuum cleaners to brushes used to be sold in
this way. Now less common, as people
are not at home during the day, or if they are,
may not answer the doorbell.

3. inertia selling c) You choose things in a catalogue (or
catalog in American English) and order by
post, phone, or fax. Clothes have long been
sold in this way (somehow they never look as
good as in the catalogue), but now every thing
from computers to wine is.




previous contact, this 1is known as
'cold-calling'. Alternatively, you may
phone an organization in order to buy
something in a catalogue you have
received from them. Anything from
insurance to computer ser vice may be

sold in this way.
6. telesales or f) Insurance cover against such things
telemarketing as sickness and unemployment, to cover

loan repayments is sold using this
technique: you have specifically to say
that do not want this insurance when filling
in the loan application. Banks rely on
customers not opting out in this way in
order to sell the insurance.

GRAMMAR FOCUS

7. Complete the sentences with one of the following:
much many few little fewer less

1) ... people realize how ... tax they could avoid paying if they studied the tax laws.

2) ... people believe they pay too ... tax.

3) There is too ... time and too ... problems to talk about irrelevant issues.
4) There isn't ... evidence to support these figures.

5) You'll pay much ... tax in the Cayman Islands than most places.

6) Very ... tax authorities have clear plans for corporation tax in the future.
7) There are ... opportunities to avoid tax nowadays.

8) ... companies operate the FIFO method nowadays.

8. Complete the following sentences with one of the following prepositions:
over at during  since  for in ago

1) ... the last few months, sales have been disappointing.

2) We have been expecting an upturn ... the beginning of the last year.

3) ... the end of last year, there was a sudden down turn.

4) He was appointed finance director two years ... and ... then he has reduced the staff by 200.
5) We went through a difficult period ... the middle of April.

6) We have raised prices in line with inflation ... three years.

7) The dips of the price index happened ... April and July.

O Chanoe the followino sentences from active to nassive or vice versa.



DISCUSSION

1. How would you explain the statement "The world operates on credit"?
2. What are the advantages to small firm owners of selling on cus tomers' credit cards? What are the

disadvantages?

3. Do you believe the statement that "a firm will sell more mer chandise, even to its present
customers, if credit accounts are made available"? How do you explain this?
4. What kind of policy would you establish to handle delinquent accounts? Why?

1. Write a summary of the text.

WRITING

2. Express in writing your vision of the role of selling on credit nowadays and its prospects.

UNIT 11. Risks and how to deal with them

damage

injury

loss

absorb losses from risks
subject

inventory

theft

flood

hurricane

liability to employees
safety

liability to the public

be liable for

apply to

retail establishment
excessive loss

bad debts

extend credit

collect accounts receivable
loss through dishonest
employees

securities

cope with

financial hardship
cause

BUSINESS TERMS

MOBPEXKICHUA, YIIEPO

Bpen

yOBITOK

MOKPBIBATH YOBITKH OT PHUCKOB
MOJIBEPraThCs
TOBAapPHO-MaTEPHaJIbHBIC 3aaChl
BOPOBCTBO, KpaXka

HABOJHEHUE

yparax

00513aTeNbCTBO MEPEJT CITYKAITUMU
0€30I1aCHOCTh

OTBETCTBEHHOCTH TTEepe.T
00I1ECTBEHHOCTHIO

OBITH 00513aHHBIM BO3MECTHTD BpE]T;
OBITH OTBETCTBEHHBIM 3a YTO-IH00
KacaThCs, MPUMEHUTh
MPEANPUATHEC POSHUYHON TOPTOBJIH
Ype3MEpPHBIN YOBITOK
Oe3HaICIKHBIC JTOJITH

MPOJIIEBATh KPETUT

B3BICKMBATh CYETA K MOTYICHHIO
YOBITOK OT HEUECTHBIX CITY>KaIHX

[ICHHBIC OyMaru

CTIPaBHUTHCS ¢ YeM~THOO
(hMHAHCOBBIC 3aTPYIHCHUS
CIIy’KUTh TIOBOJIOM, BBI3bIBATh



losses incurred

shift the risk to smb
quote

commodity exchange
keep informed

price trend

adverse trend

be aware of

appeal to

handle
reserve fund
deal in futures
insure

statute law

pay off

assume responsibility
outsell

erosion

take the market share from
smb

bring forward

extend payback period
average rate of return
breakeven point

sales target

MIOHECCHHBIC OTEPH
MEPETIOKUTh PHCK Ha KOTO-THOO
Ha3HA4aTh [[EHY, KOTHPOBATh

TOBapHas Oupika

JIepXKaTh B Kypce

TCHICHIUS [IeH

HEOIAronpHUATHAS TCHICHIIHS

3HaTh, CO3HABATD

00pAaTUTHCS K; TIPHOCTHY Th, AIEJUTAPOBATH
(oOpartaThes 3a COBETOM, TIOUICPKKOH)
CIIPABUTHCS, CIIPABIATHCS

pe3epBHbBIN (HOHI, pe3epPBHBII KamuTal
C/ICJIKU Ha CPOK (()bIOUEPCHBIC CICIIKH)
CTpaxoBath

CTaTyTHOE MPaBO, IPABO, BHIPAKECHHOE B
3aKOHOJATENILHBIX aKTaxX

MOJTHOCTBIO PACCYUTATHCSI, OILUIATHTD
B3SITh Ha €051 OTBETCTBEHHOCTD
[po/aBath OOJBIIE, YeM KOHKYPEHTHI
paspyLieHue, IpO3Ust

OTHSATH JIOJIF0 PBIHKA OT KOr0-T1H00

HepeHecTH Ha OoJiee paHHUIT CPOK
IPOJJIEBATh IEPHOL OKYIIAeMOCTH
cpenHuii KOdQQUIMEHT OKYyaeMOoCTH
TOYKa KPUTHIECKOTO 00BeMa
TIPOM3BOJICTBA

TJIAHOBOE 33/IaHKE TI0 Pean3aiy
HPOIYKIUH

TEXT

Risk can be defined as the chance of damage', injury, or loss. Every business firm operates with daily
risks, and the small firm is no exception. The small firm is characteristically less able to absorb
losses from risks. These facts make it very important that every small firm understands the risks to
which it is subject. Once these are known, a policy can be established on how best to handle? the risks
so as to keep losses to a minimum.

Risks faced by the small firm:

—~damage to property. The property of most small firms is represented by its inventory® and
its building if it is owned by the firm. The building and the inventory are constantly subject to the risks of
damage and loss from fire, theft, floods, hurricanes, and riots*.

—liability® to employees. All employers are respon sible for the health and safety of
employees while they are performing their duties for the firm. Legislation giving employers such responsibi lity has been

one of the greatest developments in social responsibility in recent years.
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coped with.

—financial hardship. Financial hardship has probably caused more small fims to go out of
business than any other singlerisk. It is especially sad to see a firm with otherwise excellent prospects suffer because
the lack of liquidity has been allowed to dominate its financial condition.

—marketing risks. Marketing risks cover such things as having an inventory of merchandise
suddenly fall in value because the market price has dropped. Having a location lose its value is also
a marketing risk. In the sale of style merchandise, situations occur when the style® has fallen out of favor and
the remaining merchandise on the owner's shelves has lost most of its value.

When the existing risks are known, business owners may turn their attention to the matter of what to do about
them. They will realize that some risks are easier to control than others. In all cases good management
will do some of the following:

—Remove the cause.

— Create self-insurance’. Under a self-insurance plan, a speci fied amount is set aside'’ in a reserve
fund each year to be available to cover any losses incurred.

— Purchase Outside Insurance. An insurance policy'' shifts the risk to the insurance company.
Insurance can be purchased from es tablished insurance firms to cover many of the risks listed here. These
are considered normal business risks. In addition, Lloyd's of London will insure almost any nonbusiness risk —
for a price.

— Practice hedging'?. Any small firm that buys quantities of products quoted on the nation's
well-established commodity exchanges should know about hedging and should practice it to protect normal
profits. Hedging is often misunderstood as a device to make profits, but it is only to protect normal profits.

— Good management. Good planning and good management are probably the best protection against
most of the other risks that have been considered. For instance, good management will keep itself in formed of
price trends; good accounting records and study of operations against a budget will wam of any developing adverse trends. The risk
of financial hardship can best be coped with by proper financial planning and financial management.

Notes: 1. ymep06, yObITOK; 2. ympaBlsiTh, OCYHIECTBISATh KOHTPOIb; 3.TOBApHBIC 3aIlachl
4. OeCcTIOpSTKY, 5. OTBCTCTBEHHOCTE; 6. Jie OMTOppI  T0  pacuéraM; 7.TieHHble Oymarw; 8. BWI, MOJENE;
9. ca moctpaxoanye; 10. ocTaBnaTh; 11. cTpaxoBoil momuc; 12. Xe KUPOBAHUE, CTPAaXOBaHUE OT
MOTEPb.

COMPREHENSION

1. Answer the following questions.

1) How can risks be defined?

2) What risks are faced by the small firms?

3) What is the best way to protect a business against the risk of financial hardship?
4) What can be done to handle the risks?

5) What are the most effective ways of keeping losses to a mi nimum?

6) What is meant by "shifting the risk" as a means of coping with possible loss?

2. In each of the following, select the word or phrase that best completes the statement
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b. expensive d. well-done

4) Losses through dishonest employees can be in the form of
a. cash c. securities
b. merchandise d. all of these

5) When business owners are aware of the existing risks they may
a. appeal to the insurance company
b. pay their attention to the matter of how to handle them
c. run their business successfully
6) A self-insurance plan is
a. a plan to cope with losses
b. a capital spending plan
c. a specified amount set aside in a reserve fund each year

7) Fire Insurance is property insurance that covers risks of

a. the damage of water c. the damage of smoke
b. fire d. all of these
8) Hedging is a device to
a. run business c. make profits
b. protect profits d. keep accounting records

WORD STUDY

3. Match the words with their definitions.

inventory, property, account receivable, hedging, profit, damage, legislation, expensive, securities,
self-insurance

1) The difference between the price received for a product and the amounts paid as rewards to the factors
of production.

2) An operation adopted by merchants and others in the commodity markets who deal in futures to protect
themselves against risk of loss, caused by future changes in price.

3) Any thing that has value and can be owned, including things having substance, such as land,
money, etc.

4) Investments generally, especially stocks, shares and bonds which are bought as investments.

5) The accumulation of a fund of money as a reserve to provide for possible losses in the future that could
easily have been insured with in insurance company.

6) Stocks held by a business for sale to its customers; a detailed list of things.

7) Dear; costing much money; needing great expense; high priced.

8) Laws, especially statute laws, i.e. Acts of Parliament in Britain, Acts of Congress in USA.

9) A sum of money due to be received from a customer in the ordi nary course of trade but not yet paid.

10) Harm; loss of value caused by being broken or spoilt.

4. Supply the sentences with the missing words



10) The government ... barely thirteen percent of this money for health and education.

5. What are the opposites from the text of the following words?

maximum illegal rarely
exclude carelessly ability
cheap bad favourable
disadvantage many descrease
wrong withdraw failure

6. What are the synonyms from the text of the following words?

venture regularly obligation
kind significance bonds

for example unfavourable ruin

raise qualified entire
function fix boundary

7. Which key word is missing from these extracts (singular or plural).

a) ... transfer is paying losses with funds that originate outside the organization. By purchasing insurance,
companies transfer the ... of loss to an insurance firm, which agrees to pay for certain types of
losses. In exchange, the insurance firm collects a fee known as a pre mium. Proper ... management nearly
always requires a combination of at least one ...-control technique and at least one ...-financing
technique.

b) In ... management, it is useful to distinguish between insurable and uninsurable ... . Outside insurers
are not eager to promise that they will pay for losses unless there is some reasonable expectation that they
won't have to. Most (but not all) pure ... are insurable; in general, speculative ... are not insurable.

GRAMMAR FOCUS

8. Complete the following sentences with an appropriate modal verb.

1) Entrance is forbidden. You ... not enter.

2) Success is possible. We ... be successful.

3) Participation is compulsory. We ... to take part.

4) Permission is given. You ... take the afternoon off.

5) Success is probable. We ... succeed.

6) He has the ability. He ... win the competition.

7) Participation is voluntary. We ... to go to the reception.
8) Failure is impossible. We ... fail.

9) Permission is not given. You ... leave the building.
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10. Complete the following sentences by putting the verbs in the right form.

1) If the project (fail), we (lose) a lot of money.

2) We (can) extend the payback period if we (adopt) an ARR method (Average rate of return).

3) We (get) a truer picture if we (take) into account present values of money.

4) We (not invest) unless we (foresee) a realistic chance of long-term profits.

5) As long as the project (be financed) from outside sources, we (have to) ensure a much higher
rate of return.

6) If we (lose) money in the first two years, we (start) to doubt the viability of the project.

7) Unless we (be committed) to the project long-term, we (not carry) it through.

8) Breakeven point (come) a year earlier if we (manage) to reach these sales targets.

DISCUSSION

1. When is self-insurance a practical idea?

2. Should you protect against all risks by buying insurance?

3. If you were the owner of a business that was subject to all risks listed in the text, which ones would you
try to eliminate, which ones would you be willing to absorb, and which ones would you transfer to an
insurance company?

WRITING

1. Write a summary of the text.
2. Express in writing your opinion on the role/significance of good management in coping with risks.

UNIT 13. Franchising

BUSINESS TERMS

failure rate 4acTOTa OTKa30B

set down yCTaHaBIIUBATh

straight-product-distribution (bpaHmmU3a, peaycMaTpHBaIOIIas

franchise HETOCPEICTBEHHOE pacipe/ielicHHe
MPOAYKIUH

appliance shop MarasuH ObITOBOH TEXHUKU

product-license franchise (bpaHmN3a HA TULIEH3UOHHBIH BBIITYCK
MPOAYKIIUH

trade-name franchise (bpaHIIM3a Ha TOPTOBBIN 3HAK

exercise control over smth OCYIIECTBIISATH KOHTPOJIb 32 4EM-THOO

undertake MIPEeAIPUHIMATh

with due consideration ¢ HaJJIeKaIM PaCCMOTPEHUEM

transfer MEPEYHCIATh (CYMMY ); TIEPEBOAUTD
JICHBI'H

retain YIePKUBATH, COXPAHSATD

quality control KOHTPOJIb KauecTBa



proper consideration
clause

sales quota
termination agreement

standardized product
standardized procedure
unlawful

insolvency

obtain income

obtain profit

formal license
permanent control
take strike action
approximate balance
recruit

rocket

real value

estimate

shifting standards
appraisal method
personal bias

distort rating

rate harshly

rating standards

TIIATENHHOE PACCMOTPEHUE
YCIOBUSI, YHKT, CTAaThsI

KBOTa Ha MPOJIaxKy

cornameHue 00 UCTEUEHHHU CPOKa,;
IpeKpalieHne COrIaIleHUs
HOPMHUPOBaHHBII IPOAYKT
CTaHJIapTHAs METOINKA
HE3aKOHHBIH, IPOTUBONIPABHBIH
HETUIATeKECTTOCOOHOCTh
MOJY9aTh JOXOJ

W3BIEKATh BBITOTY

odunmanpHOE paspemenne
MTOCTOSTHHBIN KOHTPOJIh

6acToBaTh

IpHOIM3UTENbHBIA OalaHC (Calbao)
HaHMMAaTh Ha paboTy

BHE3AIHO, PE3KO MOBBIIIATECS
JIeHCTBUTENBHAS CTOUMOCTD
OLICHUBATbH, COCTABIIATH CMETY
MepEeMEHHBIE CTaHIaPTHI (THOKHUE)
METO][ OIICHKH, aTTECTAIlUH
JTMYHOE MPUCTPACTHE

HCKaXXaTh OIIEHKY

rpy00 OIleHNBATD
TapuUKaAIMOHHEIE CTAHIAPTEI

TEXT

Good planning, financing and management are essential to any type of small firm. This is true whether
the firm is a franchisee’, a newly created firm, or an established firm under new ownership. That franchisees
have a lower failure? rate than other new small businesses is due in most cases to the managerial
assistance provided by the franchisors. Failures can occur in any type of small firm when mana gement does not
apply continued good practice in the operation of the firm.

Franchising became very popular in the decade of the 1970s, and this growth has continued in the
1980s. Franchising is basically a system for distributing products or services through associated resel lers. The
franchise? gives rights to the franchisee to perform or use something that is the property of the franchisor.
The parent company is the franchisor. The small business owner who buys a franchise is the
franchisee.

The objective of franchisees is to achieve efficient and profitable distribution of a product or service within a
specified area. Both par ties contribute® resources. The franchisor contributes a trademark®, a reputation,
known products, managerial know-how, procedures, and perhaps equipment. The franchisee invests capital in
the purchase of the franchise and provides the management of the operation in accor dance with rules set
down by the franchisor. Marketing procedures may be specified, and a common identity is established.

Most franchises can be classified into one of the three categories that follow:
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Franchising offers its maximum advantages when undertaken with due consideration for the
interests of the franchisee as well as the franchisor. The following table lists advantages to both parties.

To the franchisor To the franchisee
1. Expanded distribution without | 1. Sound management procedures,
increased capital investment. training, and, decision-making
assistance made available by
franchisor.
2. Marketing and distribution 2. Reestablished promotion and
costs shared by franchisee. advertising programs provided.
3. Some operating costs may be | 3. Being part of large system of
transferred to franchisee. retailers’.
4. Flat fees’ often collected 4. Possible financial aid for part of
each month from franchisee. purchase price at low interest.
5. Retains quality control of 5. Credit available in buying
product via franchise inventory and supplies.
agreement.

Some disadvantages of franchise also exist. These include the following:

To the franchisor To the franchisee

1. Long distance control over 1. Usually gives up much freedom
franchisees. in management decisions.

2. Expenses'! of training 2. Obligatory purchases from
supervisory personnel and franchisor, even if better prices
keeping them on the road. are available elsewhere.

3. Profits always shared with
franchisor.

4. Franchises have become very
expensive.

Despite the great growth and popularity of franchising in recent years, it should be noted that not all
franchises have been successful. Great care should always precede any decision to buy a franchise.

It is obvious that franchising has taken an important place in the small business field in this country.
Many American franchisors have extended their franchises around the world. This significant develop ment,
when handled with proper consideration for both parties, can provide real advantages to both
franchisor and franchisee.

Notes: 1. ToproBoe NpeanpusATHE, MONB3YIOMIEECs MPaBOM TOProBaTh MPOAYKTAMH MPOMBIIIIEHHOTO
OpeANpUATHS Ha JbIOTHBIX YCIOBHSAX; 2.0aHKPOTCTBO, HECOCTOSTENBHOCTH; 3. KOMIaHUS,
UMEIOIas MaTeHT Ha AesTeNbHOCTh; 4. ¢paHIIM3a, 0codoe mpa BO, 0COOBI KOHTPAKT; 5. BHOCHUTH,
MPENOCTABIATE; 6. TOProBast Mapka; 7. OTBEYaTh, UCIOJHATH; §. COPT, KA4ECTBO, TOPTOBas

MapKka; 9. omHakoBas rwiata; 10. posHryHbIA Toproeets; 11. pac XompL



6) What is a trade-mark franchise?

.In each of the following, select the word or phrase which best completes the
statement or answers the question.

1) A franchised business is owned by

a. government c. stockholders
b. franchisor d. franchisee
2) A franchise business does not have to be
a. large c. expensive
b. a fast-food operation d. all of these
3) Franchises include all of the following kinds of business except
a. retailing c. government services
b. wholesaling d. manufacturing
4) Franchises will probably
a. increase in number c. remain the same
b. decrease in number d. be made illegal
5) Which one of the following would most likely not be a franchised business?
a. radio station c. gas and electric company
b. auto dealership d. gas station
6) The right to grant a franchise agreement is reserved to the
a. parent company c. vendor
b. franchisee d. license
7) Franchise fees are
a. paid to the franchisor c. based on the size of the territory
b. based on sales volume d. could be any or all of these

8) There are franchise agreements that have clauses covering
a. sales quotas c. purchasing and use of products
b. termination agreements  d. all of these topics

9) A franchise is a good way for a person to
a. get business experience
b. get started in business with limited capital
c. get rich
d. meet competition

10) One of the disadvantages of owing a franchise business is that
a. the parent companies have standardized products and procedures
b. a franchise business requires less cash to start
c. the franchise may have a better chance of succeeding
d. the owner cannot sell other companies' products

WORD STI1IDY



4) Lack of success; inability to pay debts; insolvency, bankruptcy.

5) To get something especially by working.

6) The act of using money to obtain income or profits; money invested.

7) An arrangement by which a monopoly producer gives another producer or trader by formal
licence the exclusive right to manu facture, or sell the products in a certain area.

8) The price paid for something.

9) The right to hold a thing entirely as one's own, including com plete and permanent control
over it.

10) Paying a profit; producing an income; useful.

4. Supply the sentences with the missing words.

know-how, shares, in accordance with, to comply with, distribution, contribution, supply, available,
exist, to share

1) There are a growing number of women who want ... some of the traditional male roles.

2) New products must ... certain standards.

3) The United Kingdom had to make a ... of £1 000 million to the EU budget.

4) They are almost totally dependent on Western ... .

5) A week ago the firm's ... jumped from 10 percent to 114 percent.

6) Education is carried out ... the principles of the school.

7) More information becomes ... through the use of computers.

8) Unions took strike action to stop the production and ... of the local newspaper.

9) Economic stability can only be reached if demand and ... are in approximate balance.
10) Communities who live by hunting and gathering still ... .

5. Find words in the text to complete the following expressions

under new ... supply their products in ...
a lower failure ... offers its maximum ...

a system of distributing ... possible financial ...

the parent company is ... freedom in management ...

6. Complete the list below

Noun Adjective Verb
profitability profitable profit
efficiency
health
appropriacy
operation
finance
productivity

PR



The latest trend in ... has been diversification in the variety of products and services offered. Today,
over 2000 companies offer ... ranging from day-care centers and health clubs to dental clinics,
video-tape rental outlets, and funeral parlors. By and large, most are service operations.

b) The best way to protect yourself from a poor ... investment is to study the opportunity very
carefully before you commit your self. Since 1978, the Federal Trade Commission has required ... to
disclose information about their operations to prospective ... . By studying this information, you can
determine the financial condi tion of the ... and ascertain whether it has been involved in law suits with ...

Another good source of information about a ... is other ... . Find out what they think of
the opportunity. If they had it to do over again, would they still invest? That’s the bottom line.

GRAMMAR FOCUS

8. Complete the following sentences by putting the verbs into either the Present Perfect
or Past Simple.

1) We (reach) our targets last year.

2) Sales (fall) since the beginning of June.

3) Contracts (be signed) but work (not begin) yet.

4) The marketing department (recruit) two new assistants so far this year.

5) We (start) the advertising campaign last month and since then sales (rocket).
6) Turnover (rise) dramatically since we (be founded).

7) We (expect) a fall in profits last year as our costs nearly (double).

8) We (sell) already more units this year than we (do) in the whole last year.

9. Choose from the modal verbs below in order to complete the dialogue
must may can haveto  could should

A: Surely your brands... be worth more than that?

B: Well, it's very difficult to say. They ... well be. However, we prefer to put it on the conservation side.

A:T1... say I find these figures hard to believe. After all, a com pany that wanted to create a brand would
... pay a fortune in advertising alone.

B: Yes, that's true, but you ... not put a figure on brand creation — it depends on so many factors.

A: T agree, but we ... calculate from a historical basis.

B: That's not the point. The real value is the long-term potential profit. How ... you estimate them?

A: Well, you ... have annual sales forecasts?

B: Of course, but if we are going to value them in the balance sheet, we ... have a longer-term
perspective.

A: In my opinion what you ... do it... take ten years' potential net income.

10. Complete the following sentences, using an appropriate verb of speaking and
preposition, where necessary (speak, tell, talk, say).

1) He ... us that some managers rate each subordinate by different standards.

~\ T



DISCUSSION

1. The three basic methods of becoming a small firm owner are:
1) To buy a franchise.
2) To buy an established business.
3) To create a new business firm.
What method would you choose and why?
2. Look through the list of advantages and disadvantages for both parties and give your analyses of this
problem.

WRITING

1. Write a summary of the text.
2. "Franchises need planning too". Do you support this statement? Give your arguments in writing.

UNIT 14. Small business and the law

BUSINESS TERMS

be aware of one's rights and 3HATh CBOM TIpaBa U 0053aHHOCTH

responsibilities

business law TOPrOBOE MIPABO, IPABO
MIPEATNPUHUMATENILCKON eI TENbHOCTH

insurance CTpaxoBaHHE

be enforced by the court MIPUBOJIUTD B UCIIOJTHEHHUE CY10M

meet certain requirements OTBEYaTh ONPEAEICHHBIM TPEOOBAHIAM

consideration BO3MCIICHHUE

competency KOMITETEHITHSI, TPABOMOYHOCTh

subject matter mpeaMeT

remedy CPEACTBO

unqualified acceptance HEKBaTM(OUIIMPOBAHHBIH aKIETIT

accept the offer MIPUHATD MPEAT0KEHUE

binding contract KOHTPAKT, UMEIOIINN 00513aTeIbHY IO
cuity

lease apeHna, 10roBop 00 apeHje

tenant HaHUMATENb, APEHIATOD

short-term lease KpaTKOCpOYHas apeHia

optional term lease apeH/ia ¢ MpaBoM BeIOOpa cpoka

term lease apeHjia Ha CPOK

percentage lease apeH/ia ¢ MpaBoOM MOJY4YEHHUS MPOIEHTa
IPHOBLIN

installment sales contract KOHTPAKT Ha MPOJaXy B paCCPOUKY

be delivered OBITH JOCTaBIEHHBIM

hold certain land BJIQJIETh OTIPEJICIICHHOM 3eMIIeH

against harm, damage or loss MIPOTHUB BpeJIa, yiiepoa ik noTepu
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prime duty MepPBOCTEIICHHAS 003aHHOCTh

respect client's confidentiality yBaKaTh KOH(DUICHIIMATBHOCTh KJIMEHTA
follow the code CIIEZIOBATh KOJEKCY (HOpMaM,
MIPHHITUIIAM )
slight drop in orders HeOOJIBIIIOe NaJICHHE B 3aKa3ax
low profit margin HU3KWA MapKUHAIBHBIN TOXO
grow rapidly OBICTPO pacTu
unstable market HECTAOMIILHBIN PHIHOK
TEXT

Understanding business law takes many years. No one expects a small business owner to get a
law degree or to have a complete understanding of legal concepts related to business
ownership and operation. Because you will deal with numerous people, products and companies, you
should be aware of your rights and responsibilities. Common sense and caution are essential in business. A
general under standing of business law and insurance' go hand in hand with good business management.

Contracts. Agreements which a business owner makes in the course of carrying on a business may be
called contracts. A contract is a legal agreement between two or more parties in which each has
rights and obligations?>. Contracts may be enforced by the courts if they meet certain
requirements. A contract must have the following characteristics to be legal: mutual
agreement, consideration®, form, competency* and legal subject matter>.

Since contracts can be enforced by law, it is important that people understand them. When
an individual fails to honor a contract, the other parties to the contract can legally require that the contract be
fulfilled or a satisfactory remedy” be provided.

For an agreement to be mutual, there must be a clear, definite, and serious offer and an unqualified
acceptance’. If there is to be mu tual agreement, there is no need for a true meeting of the minds. This
means that the parties involved need not to be thinking of the same thing. If a merchant offers to sell some
goods for $55 and a customer accepts the offer, it does not really matter that the merchant intended to say
$75. There is a binding contract at $55 if the party can prove the offer was made and accepted. This can be
done by producing wit nesses and documents. The subject matter of a contract must be stated in definite
terms.

Parties to a contract must receive something of value and give something of value in return. This
something of value is called con sideration. The consideration may be cash, goods or a service, or
it may even be a particular action.

A contract is made if there is an offer and acceptance, considera tion, competent parties, and legal subject matter.
The contract may be written or oral. A contract for the sale or transfer of land or real pro perty must be in
writing. Contracts which take more than one year to perform usually must be in writing. This includes leases®
of more than one year.

A competent party is one who has legal capacity to enter into a contract. A person must be of legal age
and sane in order to be con sidered competent.

The lease. Because of the greater capital required to own real property, most small business owners start
out by renting or leasing business space. When an owner decides to rent, an agreement is made with the landlord
specifying the amount of rent to be paid and other conditions. The conditions agreed upon, when put into
written form and siened bv both tenant’® and landlord. make up the lease.



is known as an optional term lease''.

Leases may be classified according to the matter in which rent is paid. The term lease'’ is a
popular type of lease. It states the amount of rent to be paid for a specified time. Other types give the
landlord a percentage of business income instead of a rent. This is called a percentage
lease'. Sometimes the rental agreement is a combination of the term lease and the percentage
lease. With this agreement, the landlord receives a fixed rent in addition to a percentage of business income.

Notes: 1. ctpaxoBaHue; 2. 003aTEIBCTBO; 3. BO3MEIICHNE, KOMIICHCA IUST; 4. KOMIICTCHIHS, TPABOMOYHOCTE;
S.mpenmMer; 6. cpeAcTBO; 7. aKIENT, COrNIaCMe Ha OIUIaTy JICHEKHBIX M TOBAPHBIX JOKY MEHTOB;
8. apenza, noroBop o0 apenne; 9. HaHMMarenb, apeH patop; 10.BrageHue Ha TpaBaxX apeH[pl;
11. apenza ¢ npaBoM BeIOOpa cpoka; 12. apeHna Ha cpok; 13. apeHga ¢ mMpaBOM IOIyUYEHUS
MPOIEHTa TIPHOBLIH.

COMPREHENSION

1. Answer the following questions.

1) What legal agreements are known to you?

2) What characteristics must a contract have to be legal?

3) What is consideration?

4) What is the procedure to conclude a contract?

5) When is the lease made up?

6) What types of lease are outlined in the text? Say some words about each one.

2. In each of the following, select the word or phrase that best completes the statement
or answers the question.

1) A buyer owns the goods purchased in an installment sales contract when the
a. sales contract is signed by both parties
b. goods are delivered
c. last payment is made
d. sale is recorded in the county clerk's office

2) The type of lease best suited for a new business is a
a. percentage lease
b. long-term-lease
c. renewable short-term lease
d. combination of fixed rent and percentage lease

3) Agreements which are made in the course of carrying on a busi ness may be called

a. policies c. contracts

b. obligations d. checks
4) The consideration of the contract is

a. cash c. goods

h <cervice d all of thece



7) A short-term lease with the option of renewing at the same rent is known as
a. a term lease c. an optional term lease
b. a percentage lease d. an offshore lease

8) Sometimes the rental agreement is a combination of
a. the short-term lease and the long-term lease
b. the term lease and the percentage lease
c. the optional term lease and the percentage lease

WORD STUDY

. Match the words with their definitions.
insurance, contract, acceptance, lease, tenant, option, merchant, consideration, rent, landlord

1) The right, need, or ability to choose between two or more alter native courses of action.

2) A person or organization having the right to hold certain land or buildings, usually under a lease.

3) The business of insuring lives and property against harm, damage or loss in return for the payment of a sum of
money according to the degree of risk.

4) The right of a person or organization to hold certain land or buildings under a lease.

5) The act of accepting, taking what is offered or given.

6) A trader who buys and sells goods or commodities in large quan tities, usually at his own cost.

7) The owner of a property who allows a tenant to use his land or house in return for payment
of rent, usually as stated formally in the lease.

8) Money paid for the use of land considered as a factor of produc tion.

9) Something of material value given by a party to a contract in return for some duty taken upon
himself by the other party.

10) An agreement in writing by which one person gives another the right to use property usually for a fixed
number of years.

. Supply the sentences with the missing words.
lease, tenancy, insurance, agreement, competence, owner, accepted, goods, do well, renew

1) I hoped that we might ... our business partnership.

2) ... about these decisions is extremely difficult.

3) These measures are believed to be a good ... against disorder.

4) Such an unwieldy banking system is unable to deliver the ... .

5) We didn't ... in our business last two months.

6) The ... had expired and would not be renewed.

7) He will be expected to show ... in the methods of market survey.

8) The average American car ... drives 10,000 miles per year.

9) The Postmaster-General ... the tender of the English Marconi Company.
10) Once they took up the ... they couldn't be evicted.



transfer
legal
to accept
success
to deliver

6. Complete the phrase by matching the word/expression on the left with its best
association on the right.

1) to break into a. on the ground
2) to learn from b. your mistakes
3) to look c. a feel for

4) to rely less d. a market

5)to have a e. budget

6) conservative f. a presence

7) to establish g. in detail

8) someone h. customers

9) it counts 1. on agents

10) a much reduced j. for a lot

7. Which key word is missing from these extracts (singular or plural form).

a) One of the most pervasive ways that government affects business is through the legal
system. The ... protects both indi viduals and businesses against those who threaten society. It also spells
out accepted ways of performing many essential business functions — along with the penalties for
failure to comply. In other words, like the average person, companies must obey the ... or face
the consequence. Although this fact limits a company's free dom, it also provides protection from
wrongdoers.

b) ... is not static; it develops in response to changing condi tions and social standards. The U.S.
Constitution and the Bill of Rights are the foundation for the ..., but they are general
docu ments. ... offering specific answers to specific problems are con stantly embellishing the basic
principles of our society.

... originate in various ways: through legislative action (statu tory ...), through administrative
rulings (administrative ...), and through customs and judicial precedents (common ...). To
one degree or another, all three forms of law affect businesses.

GRAMMAR FOCUS

8. Use the modal verbs must, have to, should to complete the sen tences below.

1) It is compulsory to obey the law. You ... obey the law.
2) It is not a legal duty to report fraud. You ... report fraud.
3) It is a moral obligation to report fraud. You ... report fraud.



4) As you can see on this graph, I (plot) domestic and export sales.
5) Export sales (fluctuate) pretty widely.

6) We yet (see) the full effect of the declining dollar.

7) Last quarter we (see) one of the best results.

8) We already (notice) a slight drop in orders.

9) The low profit margins (be reflected) in last year's figures.

10) We (receive) two big orders so far this quarter.

10. Complete the following sentences with
too both either neither

1) I think this company is going to bust. -1 do ... .

2) He didn't think the results were good. [ didn't ... .

3) ... of us had interest in Parkroll. We ... lost a lot of money.

4) ... companies grew rapidly. ... controlled their growth.

5) Which company are you going to invest in? — ..., I don't really mind.

6) Which company are you going to invest in? — ..., they are ... in unstable markets.

DISCUSSION

1. Discuss the conditions of a contract which make it legal.
2. In what situations a business owner should consult a lawyer?

WRITING

1. Write a summary of the text.
2. Write a short report on the problem "Controlling legal forms of business organizations
through corporate laws is generally accepted everywhere".

UNIT 15. Small business and insurance

BUSINESS TERMS

hold for ransom Jiep>KaTh 3a BBIKYII

contribute to a common fund IleNaTh BKJIa B 0OIIMi GoHL
share risks TIENIUTh PHCK

insurable MOAJIeKAIIUNA CTPaXOBAHHUIO
possible financial loss BO3MOJKHAs (PUHAHCOBAS MTOTEPS
transfer all or in part nepeaTh BCe WIX 4acTh
insurance company pool (oH CTPax0BO# KOMITAHHH
insurance terms YCIIOBHSI CTPaXOBaHUS

be valuable to the insurer [PEJCTABIIAT IEHHOCTD

JUTSL CTPaXOBIIHKA
constitute an insurable interest COCTaBJIATh CTPAXyeMbIl HHTEPEC

P



fidelity bonds

business life insurance
special insurance
insurance broker
insurance agent

sell insurance

meet certain standards
blanket policy

cover emergencies

be forced out of business
liability claims

be underinsured

be urged to seek legal advice
for business problems

never be ashamed of asking
help
need help in making decisions

insurance dividend

theft

insurable risk

keep an insurable policy

in force

gambling

protection against loss

face value

stock company

represent smb in courts of law
the risk of paying for losses
in accordance with the
condition of an insurance
contract

obtain the release of a person

rivalry

in return for a commission

at a certain fixed price
ignore market segment
differences

appeal to most buyers

keep transportation costs low

single production line
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JIPYTOMY IPOTHUB 310YIOTPEOICHUS
TPETHEro XpaHUTEN TPacTa
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OmsHeca

HHUKOT[IA HE CTBIAUTBCS IIPOCHTH
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nonmca
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PBIHKA
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COXpaHATH (IepKaTh) HUBKUMHU
TPaHCIOPTHBIC PACXOIbI

e/IMHas IPOU3BOJICTBEHHAS JIUHUS



TEXT

In ancient times, merchant ships were sometimes captured by pirates and held for ransom’.
Merchants beganto contribute to a common fund which was used to pay the ransom. After a time, the
merchants saw the advantage of extending this system of sharing? risks to take care of the loss of cargo from
fires and storms, in addition to piracy.

When a person takes out insurance, these same principles of sharing losses are followed.

Competition is a risk to the business owner and can be met by ability, knowledge, and imagination.
There are other risks that are not insurable®. These include the effects of a business depression,
changes in styles and public tastes, and population changes from one part of the city or country to another.

There are risks that are insurable, and a business owner can guard against* them. These are risks for
which the possible great fi nancial loss can be transferred all or in part to an insurance company pool®. It
should be noted that only the financial loss can be trans ferred. The annoyance and inconvenience caused by
damage, loss of property, or personal injury still remains.

There are several insurance terms® which should be known. You must have an insurable
interest in something in order to ensure it. A financial loss must occur, and only property or relationships
which are valuable to the insurer’ can constitute an insurable interest. For instance you could not insure the
life of your competitor. You must be able to prove a loss or the insurance company will become suspicious.

The policy is a contract between the insured and the company. It gives the exact details of the property
to be insured, terms of the policy, amount of premiums®, and other specific information.

The premium is the amount of money which is paid to keep the policy in force. If the period covered
by the policy passes and another policy is not issued, the policy is said to lapse’. Policies insure for only a
specified period of time and losses which occur only during that period are covered.

Insurance for your business can be divided into six classes. These classes include liability
insurance, property insurance, business interruption insurance, fidelity bonds'® business life insurance, and
special insurance.

Insurance is a service which business purchases from either an insurance broker or an insurance agent
by paying premiums. An in surance broker is an independent business owner who sells insurance for several
different insurance companies. An insurance agent is a representative of usually one insurance
company and sells only that company's insurance. Both of these business persons must meet cer tain
standards before they are licensed to sell insurance. As a rule, they can be counted on to give you good
service and advice on the types and amounts of insurance needed for your particular business. Insurance
companies must be approved by each state in which they sell policies.

When insurance is purchased, it is important that you get the best protection for the money paid. The
best value is not always the policy with the lowest premium. Usually, the longer the term of the policy, the
lower the premium is each year. A policy for five years would have a lower annual premium than a policy for
one year. Busi nesses save money by purchasing a blanket policy'' instead of indi vidual policies. However, these
are money-saving practices only if they provide needed insurance.

Most owners of small businesses do not have extra money to cover emergencies. If adequately
insured, the proprietor of a small business cannot be forced out of business by a fire or large liability
claim. Adequate insurance is important because many business owners are underinsured'?.

The insurance policy is a contract between the insured and the insurance company. Therefore, it is
important that the buyer read, un derstand, and fulfill the obligations of the agreement.



COMPREHENSION

. Answer the following questions.

1) What can you say about the history of insurance?

2) What principles are followed by insurance?

3) What kind of loss can be transferred to an insurance company pool?
4) What is an insurance policy?

5) What is meant by a policy lapse?

. In each of the following, select the word or phrase that best completes the statement
or answers the question.

1) An insurance dividend is
a. the amount paid by the policy holder for the policy
b. a part of the profit that a stock company returns to its policy holders
c. the amount an insurance company pays when there is a loss
d. a part of the profit that a mutual company returns to its policy holders

2) A contract between the insured and the insurance company is called a

a. premium c. dividend
b. policy d. lease
3) Which one of the following is an insurable risk?
a. style changes c. competition
b. theft d. economic depression
4) The amount paid regularly to keep an insurance policy in force is called a
a. binder c. dividend
b. premium d. commission
5) A policy lapses when
a. it is not renewed c. the premium is not paid on time
b. it is extended temporarily d. it is terminated by the company
6) Which one of the following best describes the philosophy of insurance?
a. gambling c. protection against loss
b. sharing of risks d. everyone for themselves
7) An insurable risk is your
a. partner C. spouse
b. merchandise d. all of these
8) The maximum amount that an insurance company will pay out in the event of a claim is called the
a. rate c. dividend
b. premium d. face value

O An inenirance comnanvy that nave dividende to nolicy holdere 1q a



WORD STUDY

3. Match the words with their definitions.

ransom, competition, depression, pool, insurer, lapse, premium, insurance agent, lawyer, blanket
insurance

1) A professional person, trained in the law and authorized to advise clients on legal business and
represent them in courts of law.

2) The party or parties, usually an insurance company who take upon themselves the risk of
paying for losses in accordance with the conditions of an insurance contract.

3) A price demanded or paid to obtain the release of a person held as a prisoner, or of a valuable object
that has been stolen.

4) That part of a trade cycle that is marked by a large fall in output, high unemployment, low prices.

5) The amount which is paid for a stock or share over and above its nominal or face value; a sum of money
paid on a lease in ad vance of signature and over and above the rent.

6) Rivalry between business concerns in the same market.

7) A person who introduces insurance business to an insurance company in return for a
commission.

8) An insurance contract which has not been renewed and is no longer effective.

9) An association of producers who agree to share between them the output needed to meet the
market demand at a certain fixed price.

10) Any insurance that covers a group of different kinds of risk, such as fire, theft, storm, efc.

4. Supply the sentences with the missing words
contributed, insurance policy, terms, premium, effect, emergency, to take out, to lapse, save, liability

1) Advanced technology has directly ... to the excessive growth of cities.

2) This measure would ... the government £185 million.

3) He pulled hard, but without any noticeable ... .

4) We must find out if there is any ... covering the mortgage.

5) He allowed his membership of the union ... .

6) Investors were even more willing to pay a ... for companies that offered such a potential for growth.
7) I want ... a mortgage.

8) They would never surrender this territory, on any ... whatever.

9) We have personnel and facilities for any ... .

10) There are limitations to the contractors ... .

5. Match the verb with an appropriate preposition.

Verbs Prepositions
1) to put money a. with



6. Find the words/expressions in the text to complete the following phrases.

1) to contribute to ...

2) to take care of ...

3) property of value to the insurer can constitute ...

4) the policy is ...

5) insurance is ... which business purchases

6) ... the amount of money paid to keep the policy in force
7) insurance companies sell ...

8) businesses save money by purchasing ...

9) ... insurance is important

10) business owners need help in ...

7. The verb to insure has many derivates. Look through the following extract and complete it
using one of them.

An ... risk — one that an ... company will cover — generally meets the following requirements:

a) The peril ... against must not be under the control of the ... . This means that ... do not pay for
losses that are intentionally caused by the ... caused at the ... direction, or caused with the ... collusion.
For example, a fire-... policy excludes loss caused by the ... own arson. It does, however, include loss
caused by an em ployee's arson.

b) Losses must be calculable, and the cost of ... must be eco nomically feasible. To operate profitably,
... companies must have data on the frequency and severity of losses caused by a given peril. If
this information covers a long period of time and is based on a large number of cases, ... companies can
usually predict accu rately how many losses will occur in the future. For example, the number of people
who will die each year in the United States has been calculated with great precision, and ... companies use
this in formation to set policyholders' life-... premiums.

GRAMMAR FOCUS

8. Change the following sentences from active to passive or vice versa.

1) We might ignore market segment differences.

2) A marketing program can be designed to appeal to most buyers.

3) You can keep transportation costs low by a single product line.

4) Several market segments may be targeted.

5) More total sales are created by differentiated marketing.

6) A company may broaden its base.

7) Many examples of concentrated marketing can be found.

8) The segment may be attacked by larger competitors.

9) Many factors must be considered when choosing a strategy.

10) Down-market products could have been added to the product range.



10. Rewrite the following sentences using the verb in brackets in the correct form. The first one

DA

has been done for you.

1) There are two types of faulty product: those to be discarded and those to be reworked. (divide
into) Faulty products are/can be divided into those to be discarded and those to be reworked.

2) Worker involvement and management participation are two of the quality-improvement
initiatives. (consist of)

3) Both quality and productivity are parts of one single process. (involve)

4) A manager makes two kinds of quality-control decision: strategic decisions and tactical decisions. (break
down into)

5) Steps to plan and improve quality are strategic-quality decision-making. (fall into)

6) The types of quality-control procedure are acceptance-sampling and process-control. (make up of)

7) Finding a new supplier or overhauling a worn machine may be steps in the control of quality. (consist
of)

8) Decisions about regular quality inspections are tactical decisions. (involve)

DISCUSSION

1. Determine different types of insurance you will need for your business.
2. Discuss risks that are/aren't insurable.

WRITING

1. Write a summary of the text.

2. Write a short report on the role of insurance service for business.
Strategic-quality decision-making falls into planning and improving quality.
Quality-control procedure is made up of acceptance-sampling and process-control.

The control of quality consists of finding a new supplier or overhauling a worn machine.
Tactical decisions involve decisions about regular quality inspections.
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