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MODULE 1. BUSINESS FORMATION

1. Key Words and Phrases

merchant

to deal with
consumer

to apply
enterprise
employment

to seek profit
goods and services
nonprofit organization
to satisfy
entrepreneur

raw materials

to purchase
effort

to utilize
manufacturer
tangible goods
middleman

to accomplish

to define
revenues
expenses
economic surplus
goal

wage

to start a business
to operate a business

TOPrOBEIb
MaTH CIpaBy 3 ...

CIIOXKUBAY

3aCTOCOBYBATH, BAKOPHUCTOBYBATE
M ATPUEMCTBO

3alHATICTB, pobOTa

IIyKaTH IPUOYTOK

TOBapH Ta MOCIYTU
HEKOMepITiiHa OpraHizartis
3aJI0BOJIbHSITH

i ATpUEMETTH

CUpPOBHHA

KyIyBaTH

3YCHILIS

BUKOPHUCTOBYBATH

BUPOOHHUK

MarepianbHi (pealibHi) ToBapH
MOCEePETHHUK

BUKOHYBAaTH

BU3HAYATH

pUOYTKU

BUJIATKH, BUTPATH

E€KOHOMIYHHI HaUIAIIIOK, 3aTHIIIOK
1iJTb, METa

3apobiTHa 1ara

po3mnouaTu crpaBy (6i3Hec)
KepyBaTH crpaBoro (0i3HECOM)



to face a problem — CTHKaTucs 3 NpodJIeMOro

to risk — PpHU3HKYBaTH

sole proprietorship — OJHOOCiIOHE BOJIOIHHS

to pay taxes — CIUIa4yBaTH IIOJATKHA

to assume the debts — Opartu Ha cebe crutaty OopriB
stockholder — aKxIlioHep, BIACHUK aKITil
partnership — TOBapHCTBO, KOMITaHis

2. Exercises in Reading

2.1. Read and translate the texts carefully:
WHAT ORGANIZATION IS A BUSINESS?

Business is a word which is commonly used in many different languages.
But exactly what does it mean? What do we think of when we hear the word
"business"? Some of us think of our jobs, others of the merchants they deal
with as consumers, and still others of the millions of firms that make up the
world's economy. This broad, all-inclusive term can be applied to many kinds
of enterprise. Business provides the bulk of our employment as well as the
products we enjoy.

Business consists of all profit-seeking activities and enterprises that provide
goods and services necessary to an economic system. A nonprofit organization
also provides goods and services to the economic system, but doesn't have
profit as an objective. Churches, armies and like are examples of nonprofit
organizations.

Business is the organized effort of individuals to produce and sell, for
a profit, the goods and services that satisfy society's needs.

A person who risks his or her time, effort, and money to start and operate
a business is called an entrepreneur. To organize a business, an entrepreneur
must combine four kinds of resources: material, human, financial, and
informational.

Material resources include the raw materials used in manufacturing
processes, as well as building and machinery.

Human resources are the people who furnish their labour to the business
in return for wages.

The financial resources are the money required to pay employees, purchase
materials, and generally keep the business operating.

And information is the resource that tells the managers of the business
how effectively the other resources are being combined and utilized.

Manufacturing businesses (or manufacturers) are organized to process



various materials into tangible goods, such as automobiles, delivery trucks,
breakfast, cereals or towels.

Service businesses produce services such as insurance, car rentals, haircuts
or lodging.

And some firms — called middlemen — are organized to buy the goods
produced by manufacturers and then resell them.

So, business is the economic pulse of a nation, the means through which
society's standard of living improves. Profits are a primary mechanism for
accomplishing these goals. Accountants and business people define profits as
the difference between a company's revenues and expenses. Creating an
economic surplus or profit is a primary goal of business activity.

("English for Economists")
k %k 3k

There are numerous reasons that make people think about owning
a business of their own. Personal independence, unlimited profit potential, the
opportunity to work at something that they really love and at hours they choose
are some of the reasons people have given for trying entrepreneurship. Many
business leaders begin their careers as entrepreneurs after four years of
undergraduate college training and even additional graduate school training.
Others become successful entrepreneurs without special training.

Many colleges now offer programs that teach students how to start and
operate a business. Basic information is combined with hands-on experience
and the advice of successful business consultants. These programs help
potential entrepreneurs decide whether their own ideas are good and how to
follow through with them. With the high rate of business failure, this approach
can prevent personal financial losses.

A common way to learn about a business, and the opportunities for starting
one similar to it, is to learn while working for someone else. It provides a source
of steady income to people while they are planning to start their own businesses.
About 50 percent of entrepreneurs start their businesses in industries in which
they have some experience.

Evidence shows that people who come from families whose members
were in business themselves are more likely to start their own companies.
Unfortunately, the record shows that two out of three new businesses fail
within their first four years.

Small businesses face many problems. Bad economic times affect small
business more than they do big business. In addition, small business profits
tend to fall faster, and small businesses are more likely to fail.



What are the problems that face small business now? In January, 1985
the National Federation of Independent Business reported that the four top
problems facing small business at that time were taxes, slow sales, the high
cost of borrowing money and competition from other businesses.

In a large business the tasks of organizing and operating are done by
many hired managers.

A corporation is one kind of business organization. Other kinds of business
organizations are sole proprietorships and partnerships. Sole proprietorships
are the most numerous kind of business organization, but most are very small.
The reason for their popularity is that they are the easiest and least costly to
organize.

Sole proprietors own all the profits of their enterprises, and they are their
"own bosses", free to make whatever changes they please. They have minimal
legal restrictions and do not have to pay the special taxes placed on corporations.
Sole proprietors also have opportunity to achieve success and recognition
through their individual efforts.

There are also disadvantages. A very serious one is the unlimited liability
that each proprietor faces. All debts and all problems associated with the
business belong to the owner. A second disadvantage of the sole proprietorship
is that it has limited capital. The money that a proprietor can raise is limited by
the amount of his or her savings and ability to borrow. Also, when the owner
dies, the business dies. Other disadvantages may include lack of opportunities
for employees, limitations of size and lack of management resources.

A partnership is a business organization that is owned by two or more
persons. Partnerships offer certain advantages over sole proprietorships:

Partners bring additional funds to a proprietorship.

Partners can bring fresh ideas and talents to business organizations.

Like the sole proprietorship, partnerships are relatively easy to form and
are not subject to special taxation. Partnerships have the following disadvantages:

In many cases, each of the partners is subject to unlimited liability. Partners
are individually responsible for all the debts of the business. In other words, if
the business were to fail, its creditors would have the right to recover their
money from any, or all, of the partners.

A corporation is a business organization created under a government
charter. Ownership of a corporation is represented by shares of stock, and for
that reason corporate owners are known as stockholders. One feature of the
corporation is that the courts treat it as a legal "person". It can, for example,
sue or be sued and enter into contracts, and it must pay taxes.



There are some other types of business organizations. They are: the
corporation for small business, not-for-profit corporation, government-owned
corporations, cooperatives and franchises.

("English for Economists and Businessmen")

2.2. Read and dramatize the dialogue, complete the exercise that follows:

A.: Hello, old chap! Haven't seen you for ages. How are you getting on? You
look tired.

B.:T've got a problem to solve. I invented a laser scanner that could detect all
mechanical, structural or electrical defects in airplanes.

A.: Clearly, this idea has great potential to save lives and reduce the anxieties
of travelers.

B.: Yes, and it also might make me a millionaire.

A.: But, to produce Air Scanners you need a manufacturing plant, workers and
materials. You will also have to obtain a patent to protect your invention from
would-be competitors.

B.: Besides, I shall need a research and development lab for continuous testing
and improvement as well as a marketing department to demonstrate and sell
the scanners.

A.: Tsee, from a broader economic perspective, what you have here is a resource
allocation problem. At present, all of society's land, labor and capital are devoted
to the production of other goods and services. Your immediate problem is
defined in far simpler terms — hard cash. To acquire real resources — the land,
labor and capital that can produce air scanners, you must have some means of
payment.

B.: That is the problem of raising start-up funds. I could ask my relatives and
friends for a loan, or even go door-to-door in the neighborhood.

A.: This method of raising funds is not likely to achieve your goals. Fortunately
for you and other budding entrepreneurs most households save some fraction
of their income. This flow of saving creates an enormous pool of loan able
funds. Your problem is how to tap that pool to get enough funds to start building
Air Scanners.

B.: Tknow that financial intermediaries make the job of acquiring start-up funds.
A.: A true "start-up" company like Air Scanners has nothing more than a good
idea, a couple of dedicated employees and Big Plans.

B.: I cannot but mention that to fund these plans, the company can sell shares
of itself. The individuals who buy the newly issued stock are putting their
savings directly into the corporation's accounts. When our corporation is formed,
I shall inform you. You may buy corporation's shares and become an owner.
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A.: And I shall stand to profit from the corporation's business or take my lumps
if the company fails.

B.: I must say because the company is incorporated, you are at a risk only for
however much money you pay for your shares.

A.: You've got a point there. | have to go. And let's hope for the best.

("English for Economists and Businessmen")

3. Answer the following questions:

1. What definitions of business do you know?

2. What organization is a business?

3. Are churches, armies and the like business organizations? Why?

4. What person is called an entrepreneur?

5. What kinds of resources must an entrepreneur combine to organize
a business?

6. What is profit?

7. What is the primary goal of business activity?

8. What makes people think about owning a business of their own?

9. How do many business leaders begin their careers as entrepreneurs?

10. What helps potential entrepreneurs to start and operate a business?

11. What problems do small businesses face?

12. Who does the tasks of organizing and operating of a large business?

13. What kinds of business organizations do you know?

14. What are the advantages and disadvantages of sole proprietorship,
partnership and corporation?

15. What other special types of business organizations do you know?

4. Exercises in word study

4.1. Transcribe the following words and word combinations, mind the
stresses. Try to memorize them:

Language, exactly, merchants, deal, consumer, broad, all-inclusive term,
applied, enterprise, employment, profit-seeking, activity, necessary, organization,
individuals, society, entrepreneur, resources, manufacturing processes, financial,
required, employees, purchase, information, various, tangible goods, automobiles,
delivery, breakfast, cereals, primary, accomplish, accountants, surplus.
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4.2. Find the Ukrainian equivalents for the following words and word
combinations. Try to memorize them:

Is commonly used; to think of our jobs; to deal with as consumers; to
make up the world's economy; this broad, all-inclusive term; to provide the
bulk of our employment; to have profit as an objective; examples of nonprofit
organizations; to satisfy society's needs; to start and operate a business; the
money required to pay employees, to keep the business operating; to process
various materials into tangible goods; car rentals; to resell the goods; a primary
mechanism for accomplishing the goals; a company's revenues and expenses;
an economic surplus or profit; business activity.

4.3. Find in the text English equivalents for the following words and
word combinations. Make up your own sentences with them:

JisUTbHICTB, 1110 IPUHOCHUTH MPUOYTOK; MaTH CIPaBY 3 ...; MaTepiaibHi
(peanpHi) TOBapH; 3a0€3MeUyBaTH TOBAPAMH Ta MIOCITyTaMH; BUPOOISATH Ta
IPO/IaBaTH TOBAP; € IPUKJIAJIOM HEKOMEPIIHHNUX OpraHi3alliii; TOoBapH Ta Mo-
CITYTH, 5IKi 33/I0BOJILHSIOTH OTPEOH CYCIITLCTBA; CHPOBHHA, 1[0 BUKOPUCTO-
BYETHCSI Y BAPOOHUYMX IpolLiecax; e(heKTUBHO BUKOPHCTOBYBATH PECYPCH.

4.4. Match the words in column one with their synonyms in column two:

1) to ensure smth a) goods

2) to make b) to consist of...

3) production c) to provide with

4) merchandize, products d) to produce consumer goods
5) Agent e) manufacture

6) to include f) middleman

4.5. Fill in the blanks with noun, verb or adjective forms. Use your
dictionary if necessary:

Noun Verb Adjective
1) production produce productive
2)— satisfy -

3)— - valuable
4) success  — -

5)— - applicable
6) — define -

4.6. Translate the following sentences into English:

1. Ilignpuemmi — 1e oy, SKi MaroTh BIACHUHN Oi3HEC 1 KepYIOTh HUM,
CIIOiBAaIOYNCH ofiepkaTh mpulyTok. 2. Tenep Gararo BUIIMX HaBYAJIBHUX
3aKJIa[iB IPOTIOHYIOThH POTPAMHU, SIKi BYATh CTY/ICHTIB, SIK po3movarH Oi3Hec
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i kepyBaty HUM. 3. bim3bko 50 BiZICOTKIB MiANPHEMIIIB PO3IIOYAITH CBOIO CIIPABY
(6i3HEC) y THX TaTy3s1X BAPOOHHUIITBA, B IKUX BOHH B)KE MAJIM TIEBHHIA JTOCBIJ.
4.Y BenukoMy Oi3Heci 3aBIaHHsI, TOB'sI3aHi 3 OPraHi3alli€lo Ta yIpaBIiHHIM,
BHUKOHYIOThCsI OararbMa HalMaHUMH MeHeKepaMu. 5. Benukuit 1 manuii
0i3HeC 7151 TOCATHEHHSI CBOET METH OPTaHi30BYIOThH CBOIO pOOOTY TO-Pi3HOMY.
6. AKIIiOHEepHE TOBAapHCTBO, OJJHOOCIOHE MiAMPUEMCTBO — 1€ Pi3Hi Buu Oi3He-
COBUX opranizaiiii. 7. OHOOCIOHE MmiIMPUEMCTBO — I1¢ Oi3HEC, IKHUM KEPYeE
oJtHa 0co0a. 8. BaTbKu cHOJIBAIOTHCS, 1110 BiH CTAHE TAPHUM ITiITPUEMIIEM,
MaTuMe BIacHui Oi3Hec i kepyBaruMe HUM. 9. BoHa Bike Mae qyi0BHii TOCBIT
y 1Iiii rary3i BAPOOHHUIITBA 1, MOJKITIBO, PO3IIOYHE BIacHy crpasy. 10. Sk me-
HeJXep, BiH Oy7ie BUKOHYBATH 3aBJIaHHS, TIOB'S13aHi 3 OpraHi3alli€lo Ta yrpas-
JHHAM BHPOOHUITBOM. 11. MU 3HaEMO, 1110 KOpIiopaitist 3aBKA1 MaTHME Tie-
peBaru HaJl OAHOOCIOHOIO BJIACHICTIO Ta mapTHepcTBoM. 12. Pana mupek-
TOpiB 00epe MPE3nICHTA Ta IHIITUX MTOCAIOBHX 0CI0 JIJIS KePiBHUIITBA KOMTIa-
Hieto. 13. ExoHOMiYHA cuTyallis B KpaiHi BIUIMBAE HA PO3BHTOK Oi3HECY.
14. MeHe He 1iKaBUTh Ballla MPOMO3HUITis. S po3MIHMPIOIO CBii BacHuii Oi3Hec.
15. Bin Hemae HiSIKOTO ysIBIEHHS IIPO T€, IK KEPYBATH MiIPHEMCTBOM.

5. Communication

5.1. Discus the following questions:

1) Would you like to own your business? Why yes or why not? If so,
would you prefer to buy an existing business or start from scratch? Explain.

2) What product or service would you provide?

3) What talents, interests, skills and abilities do you have, or likely will
have, which would make you successful in this business?

4) Where would you want to locate the business and for what reasons?

5) What type of business organization would you prefer? (sole
proprietorship, partnership, corporation)? Explain your choice.

6) Do you have the personal characteristics that might help you become
a successful entrepreneur?

5.2. Make up your own dialogue using the following expressions:

to distribute profits and losses to make a right choice
to attract customers to go into business

an amount of money to get along with

torunarisk tobeliable
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6. Working independently, complete the following survey. Then join
with three other students and discuss your ratings.

ENTREPRENEURIAL SKILL SURVEY

Do you have personal characteristics that can help you become
a successful entrepreneur? Read each question on the Rating Scale below.
Place a check mark (+) on the line at the point where you believe successful
entrepreneurs rate themselves. Repeat the exercise for yourself by placing an
"X" closest to the point that best describes you. The check mark need not be
placed directly over one of the suggested answers if your rating lies somewhere
between two answers. How do two answers compare?

RATING SCALE FOR ENTREPRENEURIAL SKILLS

Are you a self-
starter?

I do things on my
own. Nobody has to
tell me what to do.

If someone gets me
started, I can keep
going all right.

Easy does it. I do
not like to work
hard

worker are you?

long as necessary. |
like working hard.

time, but when I've
had enough, I'll
stop.

How do you feel |I like people. I get |l have a few good |[Most people bother
about other along with anybody. |(friends and thatis |me.

people? enough.

Can you take I like to be I'll take over but I'd |I do not like to be
responsibility?  |responsible. rather not. responsible.

How good an I like everything If things are too I just take things as
organizer are planned. Usually I  |difficult, I lose they are.

you? am the boss. interest.

How good a I can keep going as  [I'll work hard for a |I can not work hard

for a long time.

Can you make
decisions?

I can make decisions
in a hurry and they
are usually good.

If I have to make
decisions fast, |
regret them later.

I do not like to be
the one to decide
things. I might
make mistakes.

records.

work done.

Can you stick Once I decide to do I usually finish what|If a job isn't going

with it? something I do not  |I start. right, I give up.
stop.

Can you keep Since they are I can, but it is more |I would rather hire

records? necessary, F11 keep |important to get the [someone to keep

records.
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7. Role play.

Using a newspaper select the examples of successful business in your
region, interview the top-managers on running their business.

8. Writing for understanding

Write an essay and comment on the following statement. Support your
opinion with arguments and real examples (you should write at least 50 words).
1. It's not enough that I should succeed — others should fail.

David Merrick

2. Why did I want to win? Because I didn't want to lose!

Max Schmelling

3. Make all you can, save all you can, give all you can.

John Wesley

MODULE I1. THE FORMS OF BUSINESS OWNERSHIP

1. Key Words and Phrases

profits

losses
responsibility
to deplete
large scale

to determine
to expand
favorable

to be liable
survival
stipulating

to seek profit
as an objective
nonprofit organization
sole proprietorship
partnership
corporation
cooperative
joint venture
syndicate
co-owner

12

pUOYTKH

30UTKH
BIAIIOBIAJIBHICTE
BHUYEPITYBaTH

BEJIMKUH

BHU3HAYATH
PO3IINPIOBATH
CHPUATIUBUI

HECTH BiANOBITATBbHICTh
BIDKMBaHHS
00YMOBITIOFOUHIT
IIYKaTH MPHOYTOK
3aMeTy

HEKOMEpIIiifHa OpraHi3allis
0JTHOOCIOHE BOJIOMIHHSA
TOBapUCTBO

KOpHoparfist
KOOIIEpaTHB

CHUIbHE MIANPHEMCTBO (1BOX abo Oinbiie hipm)
CHUHJIUKAT

CIIBBJIACHHUK



advantages and
disadvantages

debt

personal possession

to be responsible for ...

to tax

to share the wealth
to join together

to accomplish limited
liabilities

to prove

stocks
stockholders
board of directors
to purchase goods
perpetual life
merger

nepesaru Tta HCZ[OJ'[iKI/I

6opr
oco0ucTa BIIACHICTH

OyTH BiIIOBITaIBHEM 34 ...

00KJIamaTH MOJaTKOM
PpO3MOALIATH 6araTcTBO
o0'eqHyBaTHCS
BUKOHYBAaTH

JIOBOJIUTH
aKii

aKIioHEepH

pana qupeKTOpiB
KyIyBaTH TOBap
0e3CcTpOKOBE ICHYBaHHS
3IHTTS, 00'€ AHAHHS

2. Exercises in Reading

2.1. Read and translate the texts carefully.
SOLE PROPRIETORSHIP

Many businesses are sole proprietorships, firms owned and operated by
a single person. When a person decides to open an independent business, that
person is then entirely responsible for its success or failure. Any profits go to
the owner, any losses are his or her responsibility as well If the losses prove to
be greater than the investment, the individual is responsible for paying them,
even if this depletes all personal assets.

One of advantages of a sole proprietorship is that an owner can make
decisions quickly and decisively without having to consult others. Usually an
individual proprietor pays fewer taxes and at a lower rates. There are
disadvantages of this form of business organization, however. A sole
proprietorship ends with the incapacity or death of the owner. The assets can
be inherited by a person who may then become the operator, but legally the
business dies with its owner. Also, since it is dependent upon the amount of
money the owner has saved or can borrow, usually it does not develop into
a large-scale enterprise. In spite of its limitations, the sole proprietorship is
well adapted to many kinds of small businesses and suits the temperament of
many persons who like to exercise initiative and be their own bosses.

13



The sole proprietor determines the direction of his activity and invests his
own capital into business. Sole proprietorship is the cheapest and the easiest
form of business ownership.

PARTNERSHIP

When a proprietor wants to expand his/ her business, he can from
a partnership a business formed for profit by two or more co-owners.
A partnership is defined as "a voluntary association of two or more partners to
carry on as co owners of a business for profit". The rights and duties of
a partnership are regulated by laws and by a legal agreement entered into by
the co-owners. This type of organization represents a logical development
from one-person business. The motive may not be only financial — partnerships
are often formed in order to bring new ability and enterprise into the business.
A partnership agreement specifies the amount of money each is investing and
the duties each partner assumes. The agreement also may provide for a "silent
partner" who does not take part in management, but who invests money into
business.

The partnership has the advantage of using managerial talent One partner
may be qualified in production, another in marketing. The partnership has
a favorable tax position when compared with the corporation.

A major disadvantage of the partnership is that each member is liable for
all the debts of the partnership, the act of any partner is legally binding upon all
the others. If one partner takes a large amount of money from the business
and loses it, the others must pay the debt. Partnerships have another major
disadvantage decision making is shared If partners have serious and constant
disagreements, the business is bound to suffer. The survival of a partnership
depends upon the continued harmonious relationship between a number of
people. Thus, where trading risks are very great, the partnership is not a very
stable type of organization.

Nonetheless, the partnership remains a vital part of the business If you
want to set up a partnership, you need only to draw up a written agreement of
Capital and Dividends Share and a statute stipulating all the points referring to
the management of the partnership.

("English for Economists")
CORPORATIONS

Corporations are artificial beings created by law. These beings have the
right to start and operate a business, to own property, and to enter into contracts.
Although corporations comprise only one-fifth of all American businesses,
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they account for more than nine-tenths of all business receipts. The largest
businesses in the United States are organized as corporations.

Shares of ownership of a corporation are called stocks and owners are
called stockholders. A corporation must be chartered, or formally recognized.
Once the corporation has received a charter, its original stockholders elect
a board of directors. The board of directors then elects or appoints corporate
officers.

Perhaps the major advantage of the corporate form is limited liability.
Stockholders are not liable for the corporation's debts beyond the amount they
have paid for its stock. Another important advantage is the perpetual life of
the corporation. A major disadvantage is double taxation. The corporation's
earnings are taxed once as corporate income and again as personal income
(when earnings are distributed to stockholders). A corporation may grow by
expanding its present operations or through merger — the purchase of another
corporation.

The stock of open corporations is available to anyone who wants to buy
it; the stock of close corporations is not. Government-owned corporations
provide particular services, such as public transportation, to citizens. Not-for-
profit corporations are formed to provide social services rather than to earn
profits, but they are not owned by governments. S-corporations that are taxed
as though they were partnerships. Various restrictions apply to their formation.

Three additional forms of business ownership are the cooperative, the
joint venture, and the syndicate.

A cooperative is an association or individuals or firms for the purpose of
performing some business function for all its members. Members benefit from
the activities of the cooperative, because it can perform its function more
effectively than any member could by acting alone. For example, buying
cooperatives are organized to purchase goods in bulk and then distribute them
to members. The unit cost of the goods is lower than it would be if each
member bought in a much smaller quantity.

A joint venture is a partnership that is formed to achieve a specific goal or
to operate for a specific period of time. Both the scope of the firm and the
liabilities of the partners are limited. Once the goal is reached or the period of
time elapses, the partnership is dissolved.

A syndicate is a temporary association of individuals or firms, organized
to perform a specific task that requires a large amount of capital. The syndicate
is formed because no one person or firm is willing to put up the entire amount
required for the undertaking. Like a joint venture, a syndicate is dissolved as
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soon as its purpose has been accomplished. However, the participants in
a syndicate do not form a separate firm, as do the members of a joint venture.

("Business English")
2.2. Read and dramatize the following dialogue:

Nick: Hello, Peter. It's so nice to see you. How are you getting on?

Pete: Quite all right, thank you. And what about you? Haven't seen you
for a long time. What have you been busy with?

N.: I've been pretty busy. In fact [ want to talk to you about my business.

P.: Oh, I'll be glad to do something for you.

N.: I'm glad you are not in a hurry and we have time to talk today.

P.: Sure.

N.: Well, Pete. I need some legal advice. John and I are thinking of
incorporating. We are going to expand.

P.: Really? It sounds interesting. It means that your partnership has been
doing very well.

N.: Oh, yes, we have a success. Now some businessmen are interested
in investing with us.

P.: Let me get this straight. You want to issue and sell stock in exchange
for investment capital, don't you?

N.: Exactly. By the way, does a corporation have limited liability?

P.: It does. Unlike the owners of sole proprietorships and partnerships
who can be held personally liable for the debts of their firms the most that
corporate shareholders can lose (i.e. their liability) is limited to whatever they
paid for their shares of stock. Corporations are so important because of the
advantages they offer over sole proprietorships and partnerships.

N.: Tell me a little about these advantages.

P.: Well. Stockholders can enter or leave a corporation at will simply by
buying or selling shares of stock in that corporation. When the corporate
stockholders die, their shares of stock are passed on to their heirs. Meanwhile,
the corporation is free to conduct business as usual. In certain instances
individuals can reduce their tax liability by incorporating.

N.: With all these advantages | wonder why there are so many more
unincorporated business than incorporated ones?

P.: The answer has to do with the disadvantages of the corporation.

N.: Disadvantages? What can you tell me about them?

P.: It's difficult and expensive to organize a corporation. The process of
obtaining a charter usually requires the services of a lawyer. Most small firms
prefer to avoid these by forming proprietorships and partnerships. Corporations
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are subject to special taxes. The federal government, along with many state
and local governments, taxes corporate income in addition to the taxes paid by
shareholders on their dividends.

N.: What does "dividends" mean?

P.: Dividends are the portion of a corporation's profit that are distributed
to the stockholders.

N.: Thank you. What other things should I know?

P.: Well. Corporations whose stock shares are sold to the public give up
their right to privacy. The law requires that these large, open (or public)
corporations disclose information about their finances and operations to anyone
interested in reading about them. The purpose of this legislation is to give
people information that helps investors and may also be of value to the
competition. For that reason some corporations have chosen to remain closed
(or private) corporations rather than disclose information they would prefer to
keep secret. Now you seem to know a lot about business.

N.: Not everything yet, and the subject becomes quite technical.

P.: I'm glad to hear it. It's time to go now. See you later!

N.: Thank you very much for the information. Bye!

("English for Economists and Businessmen'")

3. Answer the following questions:

1. What is the nature of sole proprietorships?

2. What is the cheapest and easiest form of business ownership?

3. When do sole proprietorships die?

4. Is it easy to make decisions quickly and decisively for an owner without
having to consult others?

5. Why the sole proprietorship is well adapted to many kinds of small
businesses?

6. What is the reason of the fact, that the sole proprietorship suits the
temperament of many persons who like to exercise initiative and be their own
bosses?

7. Are you ready to start your own business taking into consideration
plusses and minuses of sole proprietorships?

8. What is arole of a "silent partner"?

9. What period is any partnership created for?

10. What is the main idea of starting any partnership?

11. What is a role of agreement between co-owners of any partnership?

12. Why is a partnership the place of using the managerial talent?
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13. Does the partnership have more plusses or minuses?

14. Would you like your friends and relatives to be your partners?

15. Explain the difference between:

a. An open corporation and a close corporation.

b. A government-owned corporation, a not-for-profit corporation, and an
S-corporation.

16. What are the major advantages and disadvantages of the corporate
form of business ownership?

17. Why are cooperatives formed? How do they operate?

18. In what ways are joint ventures and syndicates alike? In what ways
are they different?

4. Exercises in Word Study:

4.1. Transcribe the following words and word combinations, mind the
stresses. Try to memorize them:

Business organization, objective, major, proprietorship, partnership,
association, eliminates, disadvantages, advantages, responsible, debts,
agreement, receipts, shares, stockholders, liable, taxation earnings, distributed,
restrictions, purpose, effectively, syndicate, temporary, venture, accomplish,
participants.

4.2. Find the Ukrainian equivalents for the following words and word
combinations:

To seek profit; to provide goods and services; a nonprofit organization;
profit as an objective; major forms of business; is owned by one person;
partnership eliminates; partners are responsible for; to receive a share; a written
document; artificial beings; are called stocks; to elect a board of directors; to
appoint officers; to be liable for; through merger; to be available to; government-
owned; members benefit; to achieve specific goals; the liabilities are limited;
the period of time elapses; large amount of capital; for the undertaking; a joint
venture.

4.3. Find in the text English equivalents for the following words and
word combinations. Make up your own sentences with them.

AKI1is1, HEKOMEpITiifHa OpraHizaiist; CijibHE MAMPUEMCTBO; TOBAPUCTBO;
OyTH BiIMTOBIAJIbHUM 32 III0Ch; OJTHOOCOOOBE BOJIOMIHHS; OCOOMCTA BIIACHICTH;
IIyKaTH MpUOYyTOK; IEPeBary Ta HeOMiKK; 00'€IHYBaTHCS; BAKOHYBAaTH; PO3-
MOAUIATH TPUOYTOK; 3a0e3MedyBaTi TOBapaMu Ta MOCIyTaMu; 3aTBEepIKe-
HUIT; 0OMeKeHa BiAMOBINANBHICTD; pajia AMPEKTOPiB; KyIlyBaTH TOBap; 06e3-
CTPOKOBE iICHYBaHHSI; IIUISIXOM 00'€ THAHHSI.
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4.4. Match the words in column one with their synonyms in column two:

1) to seek a) as a goal, as an aim
2) to provide b) proprietorship, possession
3) as an objective ¢) tendency, inclination
4) ownership d) to manage, to operate
5) personal possession e) to give, to supply
6)tojoin f) to look for
7) liability g) private property
8) stockholder h) to unite
9) to run business i) shareholder
4.5. Match the words in column one with their antonyms in column two:
1) profit organization a) overseas business
2) to provide b) sole proprietorship
3) home business c) to fail
4) partnership d) state sector
5) profits e) to take away
6) to succeed f) nonprofit organization
7) personal possession g) losses
8) private sector h) collective possession

4.6. Translate the following sentences into English:

1. Iz kommaHist BUpoOIsie Halicy4acHiIi TeneBizopu. 2. TpaHcHaIIOHAIBHI
KOpHOpalii MpaIrooTh y 6arark0X KpaiHax cBity. 3. Miii Opat 3aiimaeThcst
ManuM Oi3HecoM. 4. baraTto eBporeichKuX KOMIaHiid TOprytoTh 3 ANoHi€r0.
5. 3apa3 ypsia HamaraeThCs 3HU3UTH IIHA Ha IPOIOBOJIBY1 TOBapH. 6. Mos
(hipma 3apa3 nrykae HOBUX MapTHepiB Mo Oi3Hecy. 7. BinacHuku TOproBux
MATPUEMCTB 3yCTpidaroThes 3aBTpa 0 9 ronuHi. 8. s dipma 3aBxan Hamae
sKicHi mociyru. 9. Moro pojuHa npuBaTH3yBana AeKilbKa BeTHKIX Mara-
3MHIB HAIIOTO MicTa JiBa poku ToMy. 10. IToku BoHa BUMIack Ha MEHEKePa,
BOHM JTiKBiyBan ii hipmy. 11. Komm BoHM moyanu po3mmproBary cBiii Oi3Hec,
BOHa OyJ1a BOJIO/IapKOIO BiIacHOi Kopriopaiiii. 12. Mu oOroBoproBasy Harili 1ia-
HU 1I0ZI0 PO3MIMPEeHHs Oi3HEeCY, KoiH 3aTenedonyBaB Ham KirieHT. 13. S ne
3HAI0, XTO 3aCHYBAB 110 KOMIaHito. 14. Mu criocrepiraiy, sk CTyA€HTH CITy-
XaJIM JEeKLiI0 Tpo (hiHaHcoBi puHKU. 15. CTyneHTH CiryXaiH, sK JISKTOp Hosic-
HIOBaB (yHKLII (JiHAHCOBOTO MocepeaHuKa. 16. AKIioHepH CITyXaiH, K KepiB-
HUKHU TiAIPUEMCTBA OOrOBOPIOBAIM MOXKIIUBOCTI BHITYCKY HOBHX aKIIii.
17. MeHni Burutatuiau auBigeHan. 18. Bam Haganm crapToBuil karmitan?
19. PobiTHMKaM Mpoay aKiii miAmprueMCTBA.
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5. Communication

5.1. Fill in the table picking up the advantages of different types of
business organization from the list given below. Be ready to prove that
you have made the right choice.

Individual proprietorship | Partnership | Corporation

there is a possibility to delegate rights and authority;

there is a possibility to use the experience and knowledge of a number of
people;

each of the full partners can act on behalf of the partnership;

it is easy to organize;

it is easier to attract capital;

there are potential additional sources of capital;

shareholder's liability is limited;

itis the cheapest to organize;

it is the easiest to start;

it has the most flexible structure as the authority is all yours;

working load, ideas, experience and responsibility are shared by the
partners.

Fill in the table picking up the disadvantages of different types of
business organization from the list given below. Be ready to prove all
"pros' and "contras"” of your choice.

Individual proprietorship Partnership Corporation

management observes the interests of the majority,

full partners have unlimited liabilities,

it is difficult to control activities,

itis expensive and difficult to promote,

itis very difficult to start and liquidate,

there is a lack of stability,

personal affairs are easy to mix with business,

the more shares a partner has the more he loses in case of bankruptcy,
the rights of shareholders are limited by the Memorandum of Association,
the interests of the minority are often infringed,

it is difficult to define the share of each partner
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5.2. Make up your own dialogue using the following expressions:

financial intermediary corporate stock
to acquire start-up funds shareholder

to realize financial gains stock market

to keep control over company to hold shares

to pay the lenders back to channel savings

6. Working with a partner, read and discuss the following
statements. Share your opinion with the entire class.

6.1. Small businesses often grow into large ones, adding to the economic
vitality of the nation. Small businesses are an important part of the ferment,
the creativity, and the competition that provide new strength to the economy.

6.2. It is true that small businesses often fail. The failure of a small business
venture turns out to be a valuable learning experience for the entrepreneur,
who may be more successful the second or third time. Unsuccessful attempts
to start a business become part of the larger process of sorting out the market
and making it more efficient, according to small business experts.

7. Role play

Develop the presentation of the major forms of business ownership
comparing and contrasting the advantages and disadvantages. Use
examples of Ukrainian firms.

8. Writing for understanding

Write down an essay to disclose the following points (you should write
at least 100 words).

1. My future business.

2. How to choose a partner.

3. How to make the right choice choosing the type of business
organization.
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MODULE III. PRODUCTIVITY

1. Key Words and Phrases

increase in productivity —  3pOoCTaHHS BUPOOHHMIITBA

output per hour of work —  o0csr BUpOOHHMIITBA; BUITYCK MPOAYKIIT 32 TOANHY

boosting productivity —  3pOCTaHH, 30UIBIIECHHS IPOYKTHBHOCTI

cutbacks —  CKOpOYEHHS IITaTy

layoffs —  THMYacoBe 3BUILHEHHS 3 poOOTH

counterparts —  KOJIETH IO poOOTi

factors of production —  (¢axTopu BUPOOHHIITBA

productive inputs —  3arpaTu (paKTOpiB BUPOOHHIITBA

critical inputs —  MIHIMaJIBPHO KPUTHYHI 3aTpaTH (akTopiB

raw materials —  CHUpOBHUHA

salaried manager —  MeHEJUKep, SKHH OJIepPXKYyE CTaBKy, TOOTO
(ikcoBaHy IUIATHIO

to pay interest —  IUTaTUTH MPOIEHT (BiZICOTOK)

wages —  TUTaTUTH MPOIEHT (BiZCOTOK)

salary —  (¢ikcoBaHa 3apo0biTHa I1aTa

loans —  TO3uKa

to take into account —  Opatu 110 yBaru

solely —  TUIBKH, BUKJIFOUHO

obviously —  SIBHO, OYCBUIHO

upper —  BepxHil

to engage —  3aly4yaTu

eligible —  TpUAHATHUH, OKaHUIA

other things being equal —  3a iHIIUX PiBHUX YMOB

average —  cepenHii

smoothly —  piBHO

to undertake —  TouYMHATH, OpaTH Ha cebe

2. Exercises Reading.

2.1. Read and translate the text
FACTORS OF PRODUCTION

Factors of production are considered to be land (natural resources), labor,
capital and entrepreneur skills. Natural resources are materials supplied by
nature. The most common natural resources used by business are land, water,
mineral deposits, and trees. For example, Mobil Corporation, one of the world's
largest oil companies, makes use of a wide variety of natural resources.
Obviously, it must have vast quantities of crude oil to process each year. But
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Mobil also needs the land where the oil is located, as well as land for its
refineries and pipelines.

Labor

Labor is a human effort — physical and mental — which is directed to the
production of goods and services. But labor is not only a factor of production,
itis also the reason why economic activity takes place. When we are considering
real-world economic problems it is necessary to treat labor somewhat differently
from the other factors. There are social and political problems, which have to
be taken into account. For example, the question of how many hours per day
a machine should be operated will be judged solely in terms of efficiency,
output, and costs. The same question applied to labor would raise additional
considerations of individual freedom and human rights.

It is the services of labor which are bought and sold, and not labor itself.
The firm cannot buy and own labor in the same way that capital and land can
be bought and owned.

The supply of labor is a measure of the number of hours of work, which
is offered at given wages over some given period of time. It is determined,
therefore, by the number of workers and the average number of hours each
worker is prepared to offer, which depend upon the following.

1. The size of the total population. This is obviously very important because
the size of the total population sets an upper limit to the supply of labor.

2. The age composition of the population. It takes accounts of the
proportions in the different age groups. Two countries might have the same
total populations, but very different age compositions and therefore very different
numbers in the working age groups.

3. The working population. In many countries the minimum age at which
aperson may be engaged in full-time employment is legally controlled. The
age range, for example, 16 to 65 years, covers the working age groups, but
this does not mean that the total working population embraces all the people in
these age groups. The working population may be defined as the number of
people who are eligible for work and offer themselves for employment.

4. The working week and holidays. The number of people who work (or
are available for work) is an important determinant of the supply of labor, but
so is the average number of hours each person works. Other things being
equal, the shorter the working week the smaller the supply of labor.

Capital
Capital is a man-made resource. Any product of labor and land, which is
reserved for use in the further production, is capital.
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Capital was created when people began to make simple tools to assist
them in the production of food, the hunting of animals, and in the transportation
of their possessions. Capital means any produced means of production.

Capital is usually divided into two types: one which is used up in the
course of production, and one which is not.

Working capital consists of the stocks of raw materials, partly finished
goods held by producers. These stocks are just as important to efficient
production as are the machines and buildings. Stocks are held so that production
can proceed smoothly when deliveries are interrupted and so that unexpected
additional orders for finished goods can be met without changing production
schedules. This kind of capital is sometimes called "circulating capital" because
it keeps moving and changing. Materials are changed into finished goods,
which are then exchanged for money, and this, in turn, is-used to buy more
materials.

Fixed capital consists of the equipment used in production — buildings,
machinery, railways and so on. This type of capital does not change its form in
the course of production and moves from one stage to the next — it is "fixed".

("English for Economists")
The Entrepreneur

Economists sometimes identify a fourth factor of production — enterprise.
It is held that, left to themselves, land, labor, and capital will not produce
anything. There must be some person or persons, who will organize these
three factors so that production takes place. Someone must make the decisions
(a) what to produce; (b) how to produce; (c¢) where to produce.

Whoever makes the decisions, and the consequent risks, is known as the
entrepreneur. The entrepreneur is the person who undertakes production with
a view to profit. In a capitalist society, production would not take place unless
some one was prepared to buy and organize economic resources for production
on the basis of expected profit.

Organization, management and risk-bearing (risk-taking) — these are the
entrepreneurial functions. In the one-person business, they are clearly all carried
out by the sole proprietor. In the large company, the functions of the entrepreneur
are shared, risk-bearing is the role of the shareholders; management is the
function of the directors.

This brings us to the concept of productivity, or output per hour of work —
the total amount of goods and services produced in a given period of time,
divided by the number of work hours. An increase in productivity means that
the same amount of work produces more goods and services. Productivity
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gains are important to a country's economic health because they lead to higher
living standards and greater global competitiveness.

Productivity is a major concern in American business — with good reason.
During the 1980s productivity in American business grew only about 1 percent
each year, lagging behind that of other countries. During the early 1990s the
productivity in American non farm continued to rise only slowly, about
0.2 percent a year. In fact America has the worst productivity record of any
of the several largest industrial economies in the world!

The good news is that productivity in manufacturing companies climbed
atarecord pace between 1979 and the early 1990s, rising at a 3.6 percent rate
annually (about as fast as the average rise in manufacturing output shown by
America's trading partners). While the proportion of U.S. manufacturing output
in the nation's GDP fell to its lowest post — World War II point during the
1980s, recently it has climbed back to about 23.3 percent of the U.S. GDP.

So why don't we rate better in productivity, compared to other countries?
Here's the bad news: while manufacturing productivity has risen, productivity
in the service sector — companies that provide a service rather than a physical
product — has not. And since 8 out of 10 American workers are employed in
fields other than manufacturing, this holds down the nation's overall productivity.

Many economists feel that boosting productivity in service industries will
be the biggest long-term challenge to the United States' competitiveness in
a global economy. As more services-banking, telecommunications, and
software, to name just a few-become international, this will become an even
more crucial factor in the country's economic health. The cutbacks and layoffs
that have occurred in U.S. service jobs reflect firms' efforts to become more
competitive by lowering costs. Ultimately, this shakeout in the services sector
could boost productivity because fewer companies will share the business.
Also, companies that survive such shakeouts are usually more efficient; they
have learned how to be more productive with a smaller staff.

It may be that service companies could learn from their counterparts in
manufacturing. Westinghouse, for example, has scored impressive productivity
gains (6.2 percent annually). Westinghouse managers present show-and -tell
sessions at the company's Productivity and Quality Center, that are attended
by employees of many service companies. One Westinghouse executive notes
that a lot of firms see automation — buying computers and high-tech —equipment
as the answer, without rethinking the processes by which they conduct business.
Says the manager, "They're making the same mistakes, only faster."

One car dealer learned about productivity the hard way: when he messed
up the repairs to a Westinghouse manager's car. The executive offered the
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dealer a choice between legal action or a review by Westinghouse's quality
center. He chose the review. Today, repairs that used to take 28 steps, seven
forms, and three days require 12 steps, two forms — and two hours.

("Business English")
2.2. Read and dramatize the following dialogue:

B.: When did modern production methods take a giant leap forward, I wonder?
C.: Modern production methods took a giant leap forward in 1913 when Henry
Ford (1863—1947) introduced the use of the assembly line in the production of
automobiles. In those days, automobiles were built in much the same way as
a house.
B.: What do you mean?
C: That is, workers simply picked a spot on the factory floor and assembled
the car from the bottom up. As business grew Ford began manufacturing
many of the component parts formerly purchased from suppliers. Typically
the components were put together by one worker who performed all the
operations necessary to assemble them.
B.: The method was likely to be costly, and so only the wealthy could afford
to buy automobiles in those days.
C: For sure. This did not please Henry Ford who wanted to bring the price of
automobiles down to the point where most families could afford them.
B.: What was the key to achieving this goal?
C: The key to achieving this goal, in Ford's view, was through the improvement
of labor productivity. He needed to find a way to

1) limit the number of operations performed by each worker;

2) bring the work to the worker rather, than the other way around;

3) perform each operation in the most efficient sequence he could find.
B.: Thus he found what he was seeking in his new creation: the assembly line.
Ford's first line, introduced in April 1913, was used to assemble generators.
Working in the old way, one worker had been able to put together 25 to 30
generators in a 9-hour day. This translated to something around 20 minutes
per assembly. The new line broke the operation into 29 steps performed by
individual workers on parts that were brought to them by the steadily moving
assembly line.
C: And what about the price of automobiles?
B.: Assembly line methods brought the price of automobiles within the reach
of millions of American families. As a result, automobile registrations jumped
from 944.000 in 1912 to 2,5 million in 1915 and 20 million by 1925.
C.: So Henry Ford was not an economist, but his innovative production strategies
had a revolutionary impact on American industry and living standards.
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B.: Well, certainly. As automobiles, appliances and other labor saving goods of
the new industrial age became less expensive and more affordable for the
average family, it was clear that the assembly lines of a Michigan factory had
changed American households as dramatically as its factories.

("English for Economists and Businessmen")

3. Answer the following questions:

1. What is meant by the term productivity?

2. Why is productivity an important public issue today?

3. How does the United States compare to other nations in regard to
productivity?

4. What are the factors of production?

5. What are the basic resources required in any economic system?

6. What funds can be provided in the form of investments, profits or loans?

7. What factors of production are to be used in the private enterprise
system?

8. What is a nation's standard of living measured by?

9. When are living standards likely to improve?

10. What is "input"?

11. What does the quality of labor force depend upon?

12. What is a key part of marketing?

13. What is the final part of marketing?

4. Exercises in word study

4.1. Transcribe the following words and word combinations, mind the
stresses. Try to memorize them:

Natural resources; the entrepreneur; enterprise; sole proprietor; annually;
competitiveness; increase in productivity; boosting productivity; layoffs;
counterparts; raw materials; salaried manager; wages; loans; obviously; to
engage; eligible; average.

4.2. Find the English equivalents for the following words and word
combinations.

To require certain inputs; resources necessary to finance the operation of
a business; these funds can be provided in the form of profits or loans; salaried
manager; the specific factor payment; to get a loan to start the business; to
pay interest to the lender; output per hour of work; goods and services produced
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in a given period of time; major concern; lagging behind that of other countries;
climbed at a record pace; to rate better in productivity; boosting productivity in
service industries; the biggest long-term challenge; in the country's economic
health; more competitive by lowering costs.

4.3. Find the text English equivalents for the following words and word
combinations. Make up your own sentences with them.

3pocTaHHs BUPOOHUIITBA; 00CAT BUPOOHHIITBA, BUITYCK MPOIYKIIii 3a rO-
JIMHY; 3pOCTaHHS, 30UIBIICHHS IPOyKTUBHOCTI; CKOPOYEHHS LITATy; TAMYa-
COBE 3BUTLHEHHS 3 p0OOTH; 3aTpaT (pakTopiB BUPOOHUIITBA; MiHIMAJIBHO KPH-
TUYHI 3aTpaTH (paKTOpiB; CHPOBMHA; IIATHTH MPOLIEHT (BiACOTOK); (hikcoBaHa
3apo0iTHA IUIaTa; MOYMHATH, OpaTu Ha cele.

4.4. Match the words in column one with their synonyms in column two:

1) to engage a) enlargement

2) increase b) colleagues

3) to produce c) to start to begin
4)boosting d) to occupy

5) counterpart e) grow

6) to undertake f) to manufacture

4.5. Fill in the blanks with noun, verb or adjective forms. Use your
dictionary if necessary.

Noun Verb Adjective
1. division divide dividual
2. — economize -

3. recording - -
4. employment
5. — - impressive
6. — design —

4.6. Translate the following sentences into English:

1. OnuH crioci® BU3HaYEeHHS PiBHS JKUTTS — 1€ TIONUTATH BCIO MPOYKIIit0
Ha KUTBKICTh HaceseHHs. 2. Koy KinbKicTh MPOYKIIil 3pOCTa€E MIBHUIIIIE 32
KIUJIBKICTb HaC€JIEHHSI, pIB€Hb JKUTTA NOJIIIIY€eThCs. 3. BurparaMu MoXyTh
OyTH Oy/Ib-sIKi KOIITH, 1[0 BAKOPUCTOBYIOTECS y BUPOOHIUYOMY miporieci. 4. Oc-
BiTa Ta HAaBYaHHS POOITHUKIB € TOJIOBHOIO CKJIaJI0BOI0 YaCTUHOO ITPOYKTHB-
HOCTI Tipaii. 5. JIroau, siki IIo0JIATh CBOIO pOOOTY Ta OJIEPIKYIOTH HACOIOY
BiJI HEl, BUPOOJISIOTH OUTBIIIE 3a THX, K HE MalOTh Takoi MOTHBAaIIii. 6. Horo
Opakye HeKBaTi(hiKOBAaHUM i HEOCBIYEHIM POOITHUKAM JIJIs OLTbII €)eKTHB-
HOTO BUKOHAHHS CBOiX 3aBJaHb? 7. 3a JOIIOMOTOI0 PO3MOALTY Ipalli KOXKHUAN
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POOGITHUK MOXe CTaTH MaiicTpoM cBoei cipaBu. 8. BiH He BUKOHAB poOOTY
BYACHO 1 TOMY 3aJIMIIHMBCS B 0(hici micist podotu. 9. Bin TIPUITUHUB MOCTA4aHHs
00MaJHaHHS JUTS] HAIIOTO 3aBOJLY LIE y MUHYJIOMY porti. 10. Mu nobpe HaBun-
JIMCS 33/10BOJIBHSTH TOTPEOU HAIIKX KIIIEHTIB, KOJIM HAMarajucs CTaTy JIijie-
pom y cextopi nocayr. 11. Konu BiH nocrauaB BaM CUpOBUHHI MaTepiaiiu, BiH
niepeciTifyBaB cBoi BiacHi inTepecu. 12. Y 1ux perionax KilbKiCTh MPOAYKIT
Terep 3pOCcTae MIBUIIIE 3a KUTBKICTh HaceneHHs. 13. Bin 3Haiine te, mo nrykae
JUTs1 €(DEeKTUBHOTO BUKOPUCTaHHS oOnaaHaHHsL. 14. Jlupekropu KoMepiiHuX
(hipM BUKOPHCTOBYIOTH KamiTal i pobouy cuity, 00 MaKCUMaJIbHO TTiIBUTIIH-
TH IPOAYKTHBHICTH mpari. 15. OnToBi TOProBIli Ta BUPOOHUKH CKOPOUYIOTh
KUTBKICTh TOBapIB i piB€Hb BUPOOHHIITBA, 00 3HU3UTH LIiHU. 16. BoHM 3HIKY-
FOTh TBEP/Ii IIIHU 32 OIMHHUIIIO TOBAPY, OCKUIBKH BUITYCK IMMPOIYKIIIT 3pOCTaE.

5. Communication

5.1. Discuss the following questions. Prove your opinion with arguments

1.What are the factors of productions? Is one more important than the
others? If so, which one and why?

2.The dictionary defines economics as "the study of the production of
wealth and the consumption of goods and services in a society".

3.List five economic issues relating to production and consumption that
the Ukrainian government has to deal with today.

4. Explain the concepts of gross domestic product and productivity.

5.2. Make up your own dialogue using the following expressions:

principal ingredients of productivity division of labor

to lack motivation to do one's best skilled worker

to bring the price down to the point consumption

to gain dignity and respect to go into production
to perform one's task process

6. Working with a partner, read and discuss the following
statements. Do you agree or disagree with them on ways to
improve productivity? Share your opinion with the entire class.

a) Government can help to improve productivity by providing more money
for medical research, the space program, and research in other highly technical
areas rather than for education and other human services.
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b) Business can improve productivity by investing in new machines and
other equipment and by reducing its marketing efforts — even if profits decline
for a time.

c¢) Labor can help improve productivity by agreeing to accept lower wages.

d) Government can help improve productivity by reducing or eliminating
taxes on capital gains.

e) Government can help improve productivity by eliminating rules and
regulations about safety and pollution.

f) If workers were involved in making decisions, they would try harder to
increase productivity.

7. Role play.

1. Despite the tremendous gains in productivity in Ukraine in recent
decades, the rate of increase has been declining. Discuss how each of the
trends described below has affected productivity.

In your opinion, which trend has had the greatest effect on productivity?

a) High energy costs have shifted funds investment in research and
development to exploration for new energy sources.

b) Although they may be necessary to protect the health and safety of the
people, government regulations tend to increase production costs.

¢) The growth in the numbers of young and inexperienced workers has
reduced productivity in some industries.

8. Writing for understanding.

Write an essay and comment on the following statement. Support
your opinion with arguments and real examples (you should write at
least 50 words).

Each needs the other: capital cannot do without labor, not labor without
capital.

Pope Leo XIII

The wealth of nations is men, not silk ad cotton and gold.
Richard Hovey

The instinct of ownership is fundamental in man's nature.
William James
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MODULE V. THE BUSINESS PLAN

1. Key Words and Phrases.

written document
relevant

to involve
venture

decision making
to refer to
business plan
employee
adviser

to satisfy
entrepreneur

to meet the needs
creativity

clearly

through the eyes of their customers

to view

to require
valuable
personnel
familiarize
objective
viability
guidance
assumptions
cash requirements
to assess
summary
straightforward
facilities
accomplishment
evidence

2. Exercises in Reading.

MUCHMOBUI IOKYMEHT

JIOPEYHHIA; 10 CTOCYETHCS CIIPABU
BKJTFOYATH; MiCTHTH B CO01

KOMEpLIHHE HiIPHEMCTBO

TIPUHAHATTS PiIICHHS

TIOCHJIATHCS Ha II0Ch

Oi3Hec-TUIaH

CITy’K0O0BEIIb; TOH, XTO MPAITOE 32 HAITMOM
KOHCYJIbTaHT

337I0BOJIBHATH

T IpUEMEnb

3a7I0BOJILHATH BUMOTH

TBOpYA CHJIa

BHPA3HO; YITKO; 3pO3YMLIO

Yepe3 CBOIX IMOKYIIIIB

JIMBUTHCS;, OLIHIOBATH; CYTUTH
BUMArartu

LIHHUI

TIEPCOHAJT; IIITAT; KaaApu

TIO3HAHOMHTH; 3p0OUTH T00PE BiJOMUM
Mera

JKATTE3NATHICTD

KEpiBHUIITBO; ITPOBIT

B3ATTS Ha ceOe (BiIIMOBITATLHOCTI TOIIO)
noTpeda roTiBKH

BU3HAYATH PO3MIp MoAaTKy (Imrpady, IKO M)
pestome

MIPOCTHUIN

YCTaTKyBaHHS

JOCSITHEHHS

JIaHl, MMCEMOBHH J0Ka3

2.1. Read and translate the texts carefully.

THE BUSINESS PLAN

The business plan is a written document prepared by the entrepreneur
that describes all the relevant external and internal elements involved in starting
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anew business. It is often an integration of functional plans such as marketing,
finance, manufacturing and human resources. It is also addresses both short-
term and long-term decision making for the first 3 years of operation.

The business plan may be read by employees, investors, bankers, suppliers,
customers, advisers and consultants. The business plan must try to satisfy the
needs of everyone; whereas in the actual marketplace the entrepreneur's
product will be trying to meet the needs of selected groups of customers.

However, there are probably three perspectives that should be considered
when preparing the plan. First, the perspective of the entrepreneur who
understands better than anyone the creativity and technology involved in the
new venture. The entrepreneur must be able to clearly articulate what the
venture is all about. Second, the marketing perspective. Too often, an
entrepreneur will only consider the product or technology and not consider
whether someone would buy it. Entrepreneurs must try to consider their business
through the eyes of their customer (the marketing plan). The third perspective
is that of the investor. The entrepreneur should try to view his or her business
through the eyes of the investor. Sound financial projections are required; if
the entrepreneur does not have the skills to prepare this information, then
outside sources can be of assistance.

The business plan is valuable to the entrepreneur, potential investors, or
even for review of new personnel, who are trying to familiarize themselves
with the venture, its goals, and objectives. The business plan is important to
these people because:

It helps determine the viability of the venture in a designated market.

It provides guidance to the entrepreneur in organizing his or her planning
activities.

It serves as an important tool in helping to obtain financing. Potential
investors are very particular about what should be included in the business
plan. Even if some of the information is based on assumptions, the thinking
process required to complete the plan is a valuable experience for the
entrepreneur since it forces him or her to assess such things as cash flow and
cash requirements.

("English for Economists")
THE ESSENTIAL ELEMENTS OF A GOOD BUSINESS PLAN

Every successful business plan should include the following essential
elements:

Cover Sheet

1. Indicate full formal name of company.
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2. Indicate ownership status.

3. List full street address.

4. List mail address if different.

5. List phone, Fax / telecopy, e-mail and web site information.

6. List principal contact name and title.

7. Date the plan. Table of Contents

Categorize the contents. Use section names and page numbers. You have
a choice of only main category headings (History, Management, Product, etc.)
or detailed categories (History-date founded, founding members, place founded,
etc.). Make note of any charts, tables, or graphs

Executive Summary

A very important part, the executive summary briefly sets forth the
contents, taking key sentences from each section of the plan to overview the
project for the reader. Limit the summary to two or three pages — more is too
many. This section is the first thing that investors read, and they may not read
further if you haven't captured their interest.

History

The first several paragraphs should briefly describe the product or service,
to whom it is sold, the current status of your industry, and where your new
company fits in. This is your second chance to give the reader an overview to
establish a basis for detailed understanding.

After this brief introduction, include a description of how, when, and by
whom the company was started, its achievements and acceptance setbacks.
Then bring these experiences to current-day status.

Product or Service

To succeed with an entrepreneuring company, you must know your product
or service; to succeed in obtaining capital, you have to be able to describe your
product or service clearly. After giving a simple, straightforward description,
outline the need for the product or service in today's marketplace, how it will
make a difference, the benefits derived from using it and its advantages.

Forget industry jargon and replace it with words that the nonspecialist
can understand. If you tend to write overly technical descriptions, engage
a professional writer.

Market Description and Analysis
This section profiles three key areas: customers, industry, and competition.
Marketing Strategy

This is a critical section that should clearly specify the company's marketing

goals, how they are to be achieved, and who will have the responsibility for
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achieving them. Qualify all distribution methods (representatives, dealers, and
etc.) and describe any planned advertising or public relations activities.
Operations Plan

This section is primarily oriented toward facilities, manufacturing capability,
and equipment. Disclose all present capabilities as to equipment and facilities,
as well as further projections for offices, branches, manufacturing and
distribution.

Research and Development

The length of this section depends on whether you're a service or product
company and — if you are a product company — on how technical your product
is. The object is to explain all past research, development efforts and
accomplishments as well as future expectations.

Schedule

Describe the timing and steps that will be taken to bring the company up
to full speed. Graphs or charts help to indicate the timing and interrelationships
of'the major events in the company.

Management

In the eyes of the investors, the quality of the management team often
determines the potential success of the company. Consequently, this section
should cover career accomplishments, and positions held, with an emphasis on
good performance records.

Describe how the team has worked together in the past. List all directors,
consultants, advisers, and other key professionals who will be involved in
company operations.

Finances

Present the company's current equity structure as well as future plans.
Include both historical and current profit and loss statements and balance
sheets. Present current and proposed salary structure. Show projections,
including financial statements. These should be month by month for the first
year, quarterly for the second and third years, and yearly thereafter.

Appendix

Include a glossary and all essential pieces of evidence, such as resumes,

product brochures, customer listings and news articles.

("Business English")
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2.2. Feasibility plan. Cash flow.

2010

1 2 3 4 TOTAL
quarter |quarter|quarter| quarter|

(o0}

10
1"
12
13

14

15
16
17
18
19
20

21

22

Cash flow from
operating activity

Revenue

Other operating
inflow

Cash inflow from
insurance

Cash outflow paid
suppliers and
employees:

goods and materials
other operating
expenses

wage expenses
lease payments
fuel

Insurance

Taxes paid

Net cash flow from
operating activity
Cash flow from
investment activity
Dividend received
Interest received
Other inflows from
securities, corporate
rights trading
Purchase(sale) of
fixed assets
Purchase(sale) of
equipment
Ouflows from capital
participations
Other outlows from
securities and
corporate rights
tradings

Net cash flow from
investment activity

+ =1Q+2Q+
+3Q+4Q
+

+

=6+7+8+
+9+10

=2+3+5+11+12

+

=15+16+17+
+18+19+20+21
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2010
1 2 3 4 TOTAL
quarter |quarter|quarter| quarter|

23 Cash flow from
financing activity

24 Inflows from +
additional capital
issuance

25 Loans (with +

breakdowns), inflows
26 Financial aid (inflow) +
Financial aid (outflow) -
27 Other financial +
inflows (incl. VAT
refund)
28 Loans (with break- -
downs), outflows
29 Dividends paid -
30 Interest paid -
31 Other financial -
expenses
(incl.financial lease)
32 Net cash flow from =24+25+26+27+
financial activity +28+29+30+31
33 Debt from last =33.1+33.2
periods:
(+)/Inflows from +
pastdue trade
receivables
(=)/Outflows from -
pastdue account
payables
34 Net cash inflows =13+22+32+33
(outflows) and their
equivalent for the
period
35 Net cash flow and 0
their equivalent at the
beginning of period
36 Net cash flow and =34+35
their equivalent at the
end of period
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3. Answer the following questions:

1. Is if possible to explain in a engaging way with interesting information
how the enterprise will be run for the next 3 to 5 years?

2. What is the business plan?

3. What is a good business plan?

4. What is the role of business plans?

5. What are primary purposes of a business plans?

6. Whom may the business plan be read?

7. Whose needs must the business plan try to satisfy?

8. What perspectives should be considered when preparing the plan?

9. Why is an executive summary such an important part of any business
plan?

10. How can you present an overview for the project detailed understanding
for a business plan reader?

11. How can you prove the quality of the managerial team?

12. Why is the business plan so important to the entrepreneur? To the
investor? To the customer? To suppliers?

Complete the sentences.

1. Every successful business plan should include ...

2. The executive summary briefly sets ...

3. Section "Market Description and Analysis" profiles three key areas: ...
4. Section "Marketing Strategy" should clearly specify ...

5. The object of the section "Research and Development" is to explain ...
6. Graphs or charts help ...

7. The quality of the management team determines ...

8. Most companies require multiple stages of...

9. Start-up plans need to detail...

4. Exercises in word study

4.1. Transcribe the following words and word combinations, mind the
stresses. Try to memorize them:

Entrepreneur, external, venture, functional, resources, advisers, suppliers,
whereas, perspective, technology, require, valuable, personnel, familiarize,
viability, designated, particular, assumptions, complete, experience,
requirements.

37



4.2. Find the Ukrainian equivalents for the following words and word
combinations. Make up your own sentences with them:

A written document; to describe the relevant external and internal
elements; an integration of functional plans; short-term decision making; to
satisfy the needs of everyone; to meet the needs; perspectives that should be
considered; to understand the creativity and technology in the new venture; to
be able to clearly articulate; to consider the business through the eyes of the
customers, sound financial projections; to familiarize themselves with the
venture; to be particular about; to be based on assumptions; cash requirements.

4.3. Find in the text English equivalents for the following words and
word combinations:

[TucbMOBHI JOKYMEHT, i ITOTOBJIEHUH BIaCHUKOM HIANIPUEMCTBA; PO3-
MIOYMHATH HOBY CNPaBy; (DYHKLIOHAIBHI TUTAHI; TPHUHHATTS PIillICHHS Ha TPUBA-
JIMH NIepi0/1; MOCUIIATUCS Ha II0Ch; KOHCYJIBTYBATHCSA 3 KUMOCh; OyTH KOpHC-
HUM; IOTIOMAra€e BU3HAYHTH KUTTE3NATHICTD I IMPUEMCTBA; IOTCHINIANBHI
IHBECTOPH; CJIi/1 BKIIFOUUTH J10 O13HEC-IIIaHy; 00'eIHaHHS (PyHKIIOHATIBHUX
TUTaHIB.

4.4. Match the words in column one with their antonyms in column two:

1) relevant a) non-perspective
2)toinvolve b) to be useless

3) short-tern c) irrelevant

4) Perspective d) to finish

5) to be useful e) to extract from, to derive
6) to start f) long-term from

4.5. Fill in the blanks with noun, verb or adjective forms. Use your
dictionary if necessary:

Noun Verb Adjective
writing to write written

- — involved
- to make -
satisfying — satisfied
- to require -
valuation — -

4.6. Translate into English:

1. Bona 3aBxkau naBana MeHi 6arato KOpUCHUX mopaj y Oi3Heci.
2. 4 TiNbKM 110 MPOYMTAB 3BIT HAIIMX MapTHEpiB. 3. BiH HagicnaB HaM I1i
JOKYMEHTH 1o3aB4yopa. 4. Hewke BiH MOBIIOMHUB BaM 1110 HOBHHY? 5. Y MeHe
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OyB BUTbHMIA Yac 1 51 MPOIMBHBCS Balll Oi3Hec-TuIaH. 6. Mu 00roBopuiy maH
CHiBpOOITHHIITBA 3 Li€t0 (hipMOFO 1Bi TOAMHM TOMY. 7. BoHM iHBEeCTyBanu B Miit
0i3HeC BENMUKY KUIbKICTh Tpomeil. §. SIKIo Mu ofep:KuMo 10 OpeHy, TO
BiJIKPHEMO III€ OJIMH rinepMapkeT y ibomy MicTi. 9. llIkona, mio i hakropu
BIUTMBAIOTH Ha (hiHaHCOBHH cTaH HaIoi kommnadii. 10. [lepenbauenns pu3uky
CKJIa/ia€ OCHOBY ITipreMHUNTBA. 11. Bi3Hec-miaH qornomarae BUSHAYUTH KUT-
TE3IATHICTH MiprueMcTBa. 12. bisHec-1u1aH — 11e IiHHUH, BAXKITUBUH MMCHMO-
BUH JIOKYMEHT JTs BJIACHUKA ITiIIPUEMCTBA, TOTEHIIIHHUX 1HBECTOPIB Ta JIs
HOBOTO niepcoHany. 13. ITixnpuemerts po3yMmiB, 1110 BiH MaB 3aJI0BOJILHHUTH I10-
TpeOu KOXKHOTO MOKyMIs. 14. Po3nounHaioun HOBY CIIpaBy, BU IOBHHHI Oy TH
TOTOBUMH JIO IPUHHSTTA PillIeHb HAa TPHUBATHIA TIEPiOL.

5. Communication.

5.1. Discuss the following questions. Prove your opinion with arguments.

1. Do you agree that a goal setting is an important part of business planning?

2. What are the primary barriers for planning and how can they be
overcome?

5.2. Make up your own dialogue using the following expressions:

challenge significance

to manage to allocate
evidence to measure
performance effectively
financial projections decision making

6. Suppose that you and your partner have decided to write a
business plan. Working with a partner define the procedures of the
preparation period of your work. Define the stages and main tasks
of each stage.

7. Role play.

Study the following case and complete the tasks.

You need to present your firm. Form a team, share the tasks and make
a short presentation. You should include the following points into your
presentation.

History of a Firm;
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Product or Service;

Market Description and Analysis;
Management;

Risks and Problems;

Finances.

8. Writing for understanding (you should write atleast 100 words).

Write an essay to disclose the role of a good business plan as:
a strategic vision of your company;

the most important communication tool;

a document to obtain capital and investments;

atool for planning and improving performance;

a basis for sound decision-making;

a way to motivate employees.
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