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MARKET STRUCTURE
A market can be defined as any form of contact between buyers and sellers for the purpose of buying and selling goods and services. Markets always have two sides: the demand side composed of buyers, and the supply side, made up of sellers. Markets can be local, national or even international. A market typically has four elements:
1. Buyers - people wishing to acquire goods and services.
2. Sellers - people wishing to sell goods and services.
3.
The goods and services, which are going to be exchanged.
4.
A means of payment - that includes cash, cheque, credit, standing order and hire purchase.
The demand for a product is the amount of a good that people are willing to buy over a given time period at a particular price. For most goods and services the amount that consumers wish to buy (the quantity demanded) will increase as price falls.
The desired demand is the information showing the amount of the product that consumers are willing to buy at different prices - not what they actually do buy. The demand for a product is not only influenced by price. An individual may be influenced by factors such as personal tastes, the size of income, advertising, the cost and availability of credit. The total market demand will be affected by the size and age distribution of the population and government policy.
The quantity of goods and services that producers offer at each price is called supply. While demand is concerned with the buying side of the market, supply is concerned with the firm's or producer's side of the market. Unlike demand, the quantity supplied of a good will increase as price rises. The supply of a product is not only influenced by price. Supply will be affected by anything that helps or hinders production or alters the costs of production.
Consumers have a wide variety of choice in how they spend their income, and there is a large quantity and many different types of goods and services that the consumer can buy. One difficulty that confronts a firm is to decide what to produce. Satisfying the wants and needs of consumers and anticipating these wants can make the difference between success and failure in business. Some things, such as food, are essential. Food is an example of a single-use consumer good. Most people, having satisfied their needs, can attempt to satisfy their wants by the purchase of items such as cars, TVs, microwave ovens and compact disc players. They are sometimes called consumer durable products. Alternatively, they may purchase services such as dry-cleaning, haircuts, trips to the cinema and meals out.
Today, a successful company is one, which tries to discover what the consumer wants or could be persuaded to buy and then makes that product and sells it at a profit. Such firms are said to be market-oriented. In a market-oriented firm one of the functions of marketing department is to find out consumer requirements. This is in complete contrast to a product-oriented firm, which first produces a product and then tries to sell it in the hope that the consumer will buy it.
Market research involves studying the market to discover exactly what the customer really wants. Companies collect information in order to build up a picture of consumer requirements. It can come from two main sources.

1. Primary information is information that is not already available. One of the techniques used to collect this information here is field research - questioning consumers directly about their tastes and preferences.
2. Secondary information is information that is already available to the firm. It can come from a variety of sources, such as government statistics and business and trade publications. Gathering information this way is called desk research.
Identifying the tastes and preferences of consumers is not simple because there are many different types of consumers with different tastes. Firms normally try to build up a consumer profile, i.e. the age, sex, occupation and location of its consumers.
Every firm usually possesses its own internal information about the popularity of its products and about its own sales. This information, although useful, may be of limited value since it tells the firm nothing about the total size of the market, competitors' products and prices, or consumer preferences. Consumer research can be carried out by the Market Research Department of a company or by Market Research Centers, which specialize in providing this service for others.
Market researchers collect, analyze and interpret data to provide companies with information about the needs and desires of the buying public, they develop forecasts of consumer motivations and buying habits on the basis of these forecasts, they propose strategies for the marketing campaign of current products and suggest areas for market expansion.
Essential Vocabulary
availability of credit - наличие ссудного капитала
buyer n - покупатель
cash n- наличные деньги, наличный расчет

cheque n — банковский чек

consumer durable products - потребительские товары дли​тельного пользования
consumer requirements - потребности потребителя
cost п - стоимость
credit n — кредит
demand n - спрос
desk research - разработка статистической документации
field research - исследования на местах
forecast n - прогноз
hire purchase - покупка в рассрочку
international market - международный рынок
local market - местный рынок
market expansion - расширение границ рынка
market research - изучение конъюнктуры, возможностей рынка
Market Research Center - центр маркетинговых исследований
Market Research Department - отдел маркетинговых исследований
market structure - структура рынка
marketing campaign - кампания по организации и стимулированию сбыта
marketing department - отдел маркетинговых исследований, отдел реализации, отдел сбыта
market-oriented - ориентированный на рынок
national market - национальный рынок
price n - цена
product-oriented - ориентированный на продукцию
purchase n - покупка; закупка, купля (приобретение чего-л. за деньги)
purchase on credit/for cash - покупка в кредит/за наличные (деньги)
purchase v — покупать, закупать (приобретать что-л. за деньги)
seller n - продавец
single-use consumer good - товары одноразового использования

standing order - постоянное платежное поручение
supply n - предложение
total market demand - общий объем спроса на рынке
Exercises
1. Translate the following words and word combinations or find Russian equivalents.
1. market research
2. market research department
3. single-use consumer goods
4. consumer durable products
5. primary information
6. secondary information
7. desk research
8. field research
9. develop forecasts
10. propose strategies
11. interpret data
12. availability of credit.
13. total market demand
14. costs of production
15. age distribution
2* Translate the following sentences into Russian.
1. A market can be defined as any form of contact between buyers and sellers for the purpose of buying and selling goods and services.
2. It has been established that social position and occupation often determine consumers' buying habits.
3. Gathering information from a variety of sources, such as government statistics and business and trade publications is called desk research.
COMPETITION AND MARKET CONDITIONS
Competition is the economic rivalry that occurs among businesses when producers in a given industry attempt to gain a larger share of the market. Economists use the term 'market structure' to describe how competitive specific industries are. Perfect competition and pure monopoly are the opposite extremes of the market structure continuum. Perfect competition has many sellers of the same product, while pure monopoly has only one. Perfect competition exists when there are many buyers and sellers, none of whom control prices. In contrast, pure monopoly exists when a single firm controls the total production or sale of a good or service.
The most competitive type of industry is that with perfect competition. Four conditions must be present in the market structure for perfect competition to exist.
First: a particular good or service must have many sellers and buyers available. In addition, each seller must account for just a small share of the overall sales in the market. The goal of these sellers is to attract enough buyers to their businesses to earn a profit.
Second: the good or service being offered by one competing firm must be similar or identical to those offered by other firms. In such a situation, buyers may choose freely from the selection.
Third: buyers must have easy access to information on the products and prices available. This information allows buyers to make intelligent choices about which goods to purchase based on price and quality.
Fourth: entrance to and exit from the industry must be relatively easy and inexpensive. In a purely competitive market structure, firms can easily enter a profitable industry or leave an unprofitable one. Low start-up costs, the need for little technical know-how and the lack of control the existing companies have in the industry determine the ease a new firm has in gaining entry.
The conditions necessary for the existence of pure monopoly are very different from those necessary for the existence of perfect competition. In general, pure monopolies exist when three specific conditions are present.
First: one firm is the sole producer or seller of a good or service. Even though monopolies do not have to compete with other firms for a share of the market, monopolies often advertise their product or service to promote the company's image.
Second: no close substitute goods are available. Electric power companies are examples of monopolies because each company is the exclusive supplier of electricity in a specific geographic area. While consumers may choose to substitute kerosene lamps and wood stoves for electricity, these substitutes are not close substitutes.
Third: prohibitive barriers to entry in the industry must exist. Most often high investment costs and the need for technological expertise prevent firms from trying to enter monopolistic markets. In addition, a number of legal restrictions make entry into government supported monopolies nearly impossible.
In many countries, airlines are monopolies. For example, only Aviaco, an airline owned by the Spanish government, provides service between Spanish cities. In theory, Aviaco has the freedom to charge any price for airline tickets. In reality, however, Aviaco must consider the law of demand when setting fares. If the price is too high travellers will use alternate forms of transportation, such as automobiles, trains, or buses. In addition, the Spanish government sets limits on what fares Aviaco charges.
The United States government has determined that four types of monopolies are beneficial to the entire economy and are thus legal enterprises. These monopolies include natural monopolies, technological monopolies, government monopolies, and geographic monopolies.
Natural monopolies. Public utilities are the leading examples of natural monopolies. The government gives utility companies the exclusive right to provide service in a specific geographic region. In return, the government closely regulates the natural monopoly to ensure that it provides quality service at reasonable prices. In the communications industry, the American Telephone & Telegraph Company (AT&T) is an example of natural monopoly on telephone service.
Technological monopoly occurs when a firm develops new technology that changes the way goods are produced or creates an entirely new product. General Dynamics, for example, is the only defence contractor in the United States with the technology to build Trident submarines.
Firms and individuals apply for patents to protect their technological discoveries. A patent grants a firm or individual the exclusive right to produce, use or dispose of an invention or discovery. Patent laws encourage firms to invest in the research and development of new products and production techniques. The new and protected technology helps firms to gain an advantage over competitors.
Written works and works of art are protected in the same way as scientific works. By granting a copyright, the United States Copyright Office gives authors, composers, and artists exclusive rights to publish, duplicate, perform, display, or sell their creative works. The huge income from the works of recording artists, for example, makes protection of the works extremely important to those artists.
Government monopolies is the third type of legal monopoly. Towns and cities own and operate water and sewer services as government monopolies. The states control the building and maintenance of roads, bridges, and canals as government monopolies. The federal government dominates mail delivery through the Postal Service. The Tennessee Valley Authority (TVA), the major producer of electricity in the southeastern United States, is also a federal government monopoly. Most government monopolies tend to provide goods or services that enhance the general welfare rather than seek profits.
Geographic monopoly is the fourth type of legal monopoly. A geographic monopoly occurs when a firm is the only producer or seller of a good or service in a specific location. Geographic monopolies form when business or the potential for profit is insufficient to attract a competitor to the area.
Words and Expressions
access n - доступ;

easy access - свободный, открытый доступ
apply for a patent - подавать заявку на патент
beneficial adj - выгодный, полезный, прибыльный
compete v - соперничать, конкурировать
competition n - конкуренция
competitive market - конкурентный рынок (рынок конкурирующих продавцов и покупателей)
competitor n - конкурент
control prices - регулировать цены
copyright n - авторское право
earn a profit = make a profit - получать прибыль
enhance v - увеличивать, усиливать, улучшать (особ, качество, значимость, ценность, важность, привлекательность чего-л.)
exclusive right - эксклюзивное, исключительное право
general welfare - всеобщее благосостояние
geographic monopoly - географическая монополия
government monopoly - государственная монополия
grant v — дарить, предоставлять
invention n - изобретение
mail delivery - доставка писем
natural monopoly - естественная монополия
patent laws - патентное законодательство
perfect competition - свободная (немонополистическая) конкуренция
public utilities - предприятия общественного пользования (средства связи, городской транспорт и т. п.)
pure monopoly - чистая монополия
share of the market - доля рынка
supplier n - поставщик
technological monopoly - монополия на технологию
total production - общий объем произведенной продукции, совокупный продукт

water and sewer services - служба водоснабжения и канализации
MARKET SEGMENTATION: TARGETING AND POSITIONING

Markets can be segmented on the basis of geography, demography, social class, consumer behaviour, etc.

TARGETING OF SEGMENTS

Undifferentiated marketing

The company might decide (to ignore market segment differences and go for the whole market with one market offer. This approach focuses on what is common in the needs of consumers rather than on what is different. Product and marketing programmes are designed to appeal to most buyers. Mass distribution and mass advertising are relied on. An example of undifferentiated marketing would be the launch of a new chocolate bar targeted at everyone

This approach provides cost economics. Production, inventory and transportation costs are kept low by the single product line. Similarly, advertising, market research and product management costs are kept low. However, most modern marketers have strong doubts about this strategy. It is very difficult to develop a product or brand that will satisfy all consumers. Heavy competition will usually be attracted and therefore margins will often be low.

Differentiated marketing

A company may decide to target several market segments and design separate offers for each. General Motors tries to produce a car for every 'purse, purpose and personality'. By establishing a strong position in several segments, consumers' overall identification with the company will be strengthened and therefore provide a better chance of repeat purchasing. Differentiated marketing typically creates more total sales than undifferentiated marketing. But the production and marketing costs are increased. In some cases, 'oversegmentation' can occur and a company may try to broaden its base. For "example, the target market for Johnson & Johnson's baby shampoo was broadened to include adults.

Concentrated marketing

Many countries see a third possibility that is especially appealing when company resources-are limited. Instead of going for a small share of a large market, the firm goes for a large share of a submarket. Many examples of concentrated marketing can be found. In computers, Sinclair targeted the bottom end of the home computer market; in cars. Saab focuses on the luxury sports car market; in clothes, Laura Ashley originally targeted a distinct segment of [he women's clothes market.

Through this approach, a strong market position can he achieved, operating costs can be kept low and, if targeted well, the firm can earn a high rate of return on its investment. At the same time, higher than normal risks are involved. The particular market segment can turn sour; larger competitors may well enter the same segment with many more marketing resources. For these reasons, many companies prefer to diversify in several segments.

In terms of application, many factors must be considered when choosing one of the above strategies. When a firm's resources are limited, concentrated marketing makes the most sense. Undifferentiated marketing is more suited when the product is homogeneous like grapefruit or steel. The product's stage in its life cycle must also be considered. When a new product is introduced, it is often practical to launch just one version and in that case undifferentiated or concentrated marketing makes the most sense. Differentiated  marketing  is more applicable to maturer products. Finally, competitors' marketing strategies are important. It can be suicidal to use undifferentiated marketing when the competitors are actively segmenting the market. 
ESSENTIALS OF MARKETING
Essential Vocabulary
adapt v – приспосабливать; (to, for) приспосабливаться (to - к чему-л.)
advertising n – рекламирование, реклама 

affect v – воздействовать, влиять

anticipate v – предвидеть; предвосхищать, предугадывать 

bargain n – выгодная покупка; дешево купленная вещь 

bulk buying – оптовые закупки

charge a price – назначить цену

cheap adj – дешевый, недорогой

cheap and cheerful – дешево и сердито (дешево и добротно)

cheap and nasty – дешево да гнило (дешево и некачественно)

cheerful adj – радостный, веселый; живой, энергичный

coverage of the market – границы рынка
discount n – скидка
distribution channel – канал распределения
forward-thinking – прогрессивно мыслящий

identify v – распознавать

interest-free – беспроцентный

inventory n – инвентарь, опись товаров

lack n – отсутствие (чего-л.)

launch n – выпуск новых товаров на рынок

launch v – выпускать товар на рынок

length n – продолжительность, срок

list prices – прейскурантные цены

marketing n – маркетинг (комплекс мероприятий по изучению спроса и оптимальному сбыту продукции)

marketing mix – маркетинговая смесь

meet v – удовлетворять, соответствовать

nasty adj – отвратительный, неприятный, плохой, сквер​ный

opportunity n – благоприятная возможность

personal selling – личная продажа, персональная продажа

point of sale – розничная торговая точка

preference n – предпочтение; преимущество

price n – цена

pricing policy – политика ценообразования, политика цен

product life cycle – жизненный цикл товара

promotion n – мероприятия по продвижению товара, деятельность по организации спроса и сбыта

rest on past achievements – почивать на лаврах (прошлых достижениях)

retail outlet – розничная торговая точка

sales promotion – продвижение товара, стимулирование сбыта

strength n – сила; сильная сторона

SWOT analysis – SWOT анализ (анализ сильных и слабых сторон компании, возможностей и угроз рынка) 

threat n – опасность, угроза 

weakness n – слабость, слабое место

What is marketing? Marketing is the process responsible for identifying, anticipating and satisfying customer requirements profitably.

What is 'the marketing mix'? The marketing mix is made up of four components, sometimes called the four Ps. These are:

1. Product: the firm has to identify what products the consumer wants and the way existing products can be adapted to meet consumer preferences more successfully.

2. Price: a firm has to decide on its pricing policy for list prices, discount for bulk-buying and interest-free credit. A low price may make consumers suspicious ('cheap and nasty') or the low price may be thought of as a bargain ('cheap and cheerful'). If the price of the product is too high then the company may be pricing itself out of the market. If the price of the product is higher than what competitors are charging then it must be justified in some way, e.g. because the quality of the product is higher.

3. Promotion: this amounts to choosing methods that can generate sales of the product. Possibilities here include advertising, personal selling, publicity and other promotional work.

4. Place: the product has to be in the correct place – retail outlet – In order to capture sales. Exactly where a firm decides to sell its product will depend on the nature of the product.

Aspects to be considered in marketing a product include its quality, its features, style, brand name, size, packaging, services and guarantee, while price includes consideration of things like the basic list price, discounts, the length of the payment period, and possible credit terms. Place in a marketing mix includes such factors as distribution channels, coverage of the market, locations of points of sale, inventory size, and so on. Promotion groups together advertising, publicity, sales promotion, and personal selling. The next stage is to create long-term demand, perhaps by modifying particular features of the product to satisfy changes in consumer needs or market conditions. The marketing task is to manage demand effectively.

It is quite noticeable that the marketing mix differs according to the type of product that is being sold. The fact that the term 'mix' is used implies that the four Ps – product, price, promotion and place – can be combined in different ways. One important factor that affects the marketing mix is the position of the product in its life cycle.

The period of time over which a product appeals to customers is called the product life cycle. At a given point in time a product will be at a particular stage of its life cycle. The length of this product life cycle differs from product to product, e.g. the life cycle of certain items such as clothing (flared or drainpipe trousers) and pop records may be very short indeed, perhaps a matter of months, or a few years at the outside. Other products, particularly consumer durable products such as telephones and colour TVs, may have a much longer product life cycle.

Before a product is introduced it generally has to be tested on a sample of consumers. The product's introduction may be accompanied by a blaze of publicity, heavy advertising and promotional work, e.g. the launch of a new car typically involves large amounts of advertising to inform the consumer of its existence and features. A lot of new cars are first introduced at a prestigious motor show.

In the introductory phase the sales of the product tend to be low and sluggish, and the price of the product may be higher than it will be at later stages in the product life cycle due to the lack of competition and because the firm is trying to get back some of the costs of developing and launching the product.

What is SWOT? SWOT stands for strengths, weaknesses, opportunities and threats. A company that believes in marketing is forward-thinking and doesn't rest on its past achievements. It uses SWOT analysis to be aware of its strengths and weaknesses as well as the opportunities and threats it faces in the market.

Consequently, marketing is the process of developing, pricing, distributing and promoting the goods or services that satisfy customers' needs. Marketing therefore combines market research, new product development, distribution, advertising, promotion, product improvement, and so on. According to this definition, marketing begins and ends with the customer. Truly successful marketing understands the customer so well that the product or service satisfies a need so perfectly that the customer is desperate to buy it. The product almost sells itself. Of course this will only happen if the product or service is better than those of competitors.

Translate the following words and word combinations or find Russian equivalents.
1. consumer's preference
2. pricing policy
3. the four Ps
4. launch
5. lack of competition
6. company's strengths and weaknesses
7. opportunities and threats of the market

8. the length of the payment period

9. point of sale
10. distribution channel
Find English equivalents for the following Russian expressions.
1. предвосхищать потребности потребителя

2. удовлетворять потребности потребителя

3. распознавать потребности потребителя

4. соответствовать предпочтениям потребителя

5. маркетинговая смесь

6. приспособить существующие товары

7. беспроцентный кредит

8. назначить цену

9. дешево и добротно

10. дешево и некачественно

Translate the following sentences from Russian into English.
1. Маркетинговая смесь различается в зависимости от вида продаваемого товара.

2. Четыре «пи» – товар, цена, продвижение, место могут сочетаться различным образом.

3. Низкая цена может вызвать у потребителей подозрение.

4. Если цена товара выше, это означает, что качество товара выше.

5. Фирма обычно предоставляет скидку на оптовые закупки.

6. Выпуск нового товара на рынок обычно требует много рекламы.

MARKETING 1

THE FOUR P's
Buying, selling, market research, transportation, storage, advertising these are all part of the complex area of business known as marketing. In simple terms, marketing means the movement of goods and services from manufacturer to customer in order to satisfy the customer and to achieve the company's objectives. Marketing can be divided into four main elements that are popularly known as the four Р's: product, price, placement and promotion. Each one plays a vital role in the success or failure of the marketing operation.
The product element of marketing refers to the good or service that a company wants to sell. This often involves research and development (R&D) of a new product, research of the potential market, testing of the product to insure quality, and then introduction to the market.

A company next considers the price to charge for its product. There are three pricing options the company may take: above, with, below the prices that its competitors are charging. For example if the average price of a pair of women's leather shoes is $ 27, a company that charges $ 23 has priced below the market; a company that charges $ 27 has priced with the market; and a company that charges $ 33 has priced above the market. Most companies price with the market and sell their goods and services for average prices established by major producers in the industry. The producers who establish these prices are known as price leaders.

The third element of the marketing process — placement — involves getting the product to the customer through the channels of distribution. A common channel of distribution is:
manufacturer → wholesaler → retailer → customer

Wholesalers generally sell large quantities of a product to retailers, and retailers usually sell smaller quantities to customers.

Finally, communication about the product takes place between buyer and seller. This communication between buyer and seller is known as promotion. There are two major ways promotion occurs: through personal selling, as in a department store; through advertising as in a newspaper or magazine.
The four elements of marketing — product, price, placement and promotion — work together to develop a successful marketing operation that satisfies customers and achieves the company's objectives.
MARKETING 2

THE TARGET MARKET
The marketing strategies of determining product, price, placement, and promotion are not planned in isolation. Marketing analysts often look at a combination of these four factors. This combination of the four P's is known as the marketing mix.

The elements of the marketing mix focus on the consumer. In order to develop a successful marketing mix, researchers first ask two important questions: Who is going to buy the product?  What is the potential to sell this product?

The group of customers or consumers who will probably buy the product is known as the target market. The company directs its marketing efforts toward this group of potential customers who form the target market. Once market researchers have determined the target market they wish to appeal to, the company can develop an appropriate mix of product, price, placement, and promotion.

The company attempts to match consumer needs or mould consumer desires to the product being offered. For example, if the target market is "middle-class teenagers", the marketing mix might consist of the following:

Product:


blue jeans
Price:



with the market
Placement:


department store
Promotion:
advertisements on a "pop music" radio station.

A successful marketing mix depends on the knowledge about consumers and their buying habits gained through market research as well as correct identification of the target market. Strategies of product, price, placement, and promotion are blended in order to reach a chosen group of consumers.
MARKETING MANAGEMENT STRATEGIES
Marketing management is carrying out tasks to achieve desired exchanges with target markets. What strategy should guide these marketing efforts?
There are five competing concepts under which organizations conduct their marketing activity: the production, product, selling, marketing, and societal marketing concepts.

The Production Concept

The production concept holds that consumers will favor products that are available and highly affordable, and therefore management should focus on improving production and distribution efficiency. This concept is one of the oldest philosophies guiding sellers.
The production concept is a proper strategy in two types of situations. In the first, the demand for a product is bigger than the supply. In this case, management should look for ways to increase production. The second situation is one in which the product's cost is high and improved productivity is needed to bring it down. Today Texas Instruments (TI) follows the philosophy of increased production and lower costs in order to bring down prices. It won a major share of the American hand-calculator market with this philosophy.

The Product Concept

Another major concept guiding sellers, the product con​cept holds that consumers will favor products that offer the most quality, performance, and features, and therefore the organization should devote its energy to making continuous product improvements. Sometimes the product concept leads to marketing myopia. Railroad management thought that users wanted trains rather than transportation and overlooked the growing challenge of airlines, buses, trucks, and automobiles. Colleges assume that high school graduates want a liberal arts education rather than specific job skills and overlook the increasing challenge of vocational schools.
The Selling Concept
Many organizations follow the selling concept, which holds that consumers will not buy enough of the organization's products unless the organization undertakes a large selling and promotion effort. The selling concept is practiced hardest with unsought goods, those that buyers normally do not think of buying, such as insurance, encyclopedias, and funeral plots. These industries are good at tracking down prospects and hard-selling them on product benefits. The selling concept is also practiced in the nonprofit area. A political party will vigorously sell its candidate to the voters as being a fantastic person for the job.
The Marketing Concept
The marketing concept holds that achieving organizational goals depends on determining the needs and wants of target markets and delivering the desired satisfactions more effectively and efficiently than competitors. This concept is a rel​atively recent business philosophy. The marketing concept has been stated in colorful ways, such as "Find a need and fill it"; "Make what you can sell instead of trying to sell what you can make"; and "We're not satisfied until you are". J. C. Penney's motto summarizes this concept: "To do all in our power to pack the customer's dollar full of value, quality, and satisfaction".
The selling concept and the marketing concept are frequently confused.
The selling concept takes an inside-out perspective. It starts with the factory, focuses on the company's existing products, and calls for heavy selling and promoting as a means to achieve profitable sales. The marketing concept takes an outside-in perspective. It starts with a well-defined market, focuses on customer needs, coordinates all the marketing activities that affect customers, and produces profits by creating customer satisfaction. Under the marketing concept, companies produce what consumers want and, in this way, satisfy consumers and make profits.
The marketing concept is practiced more in consumer-goods companies than in industrial-goods companies and more in large companies than in small companies. Also, many companies claim they practice the concept but do not. They have the forms of marketing - such as a marketing vice-president, product managers, marketing plans, marketing research - but not the substance. Several years of hard work are needed to turn a sales-oriented company into a market-oriented company.
The Societal Marketing Concept

The societal marketing concept holds that the organization should determine the needs, wants, and interests of tar get markets and deliver the desired satisfactions more effectively and efficiently than competitors in a way that maintains or improves the consumer's and the society's well-being. The societal marketing concept is the newest of the five marketing management philosophies.
The societal marketing concept questions whether the pure marketing concept is adequate in an age of environmental problems, resource shortages, rapid population growth, world hunger and poverty, and neglected social services. It asks if the firm that senses, serves, and satisfies individual wants is always doing what is best for consumers and society in the long run. The pure marketing concept overlooks possible conflicts between short-run consumer wants and long-run consumer welfare.
The societal marketing concept calls upon marketers cobalance three considerations in setting their marketing policies. Originally, companies based their marketing decisions largely on short-run company profit. Then they began to recognize the long-run importance of satisfying consumer wants, and this recognition introduced the marketing concept. Now they are beginning to think of society's interests when making decisions. The societal marketing concept calls for balancing all three considerations-company profits, consumer wants, and society's interests. Many companies have made large sales and profit gains by practicing the societal marketing concept.
Words and Expressions
bring down v - снижать(ся) (о ценах и т. п.)
call for v - требовать, предусматривать, нуждаться
feature n - особенность, характерная черта; характерная особенность
hold v - полагать, считать; рассматривать; придерживаться (доктрины, мнения, взгляда и т. п.)

marketing concept - концепция маркетинга

performance n - характеристика (работы машины и т. п.); эксплуатационные качества
product concept - концепция совершенствования товара

production concept - концепция совершенствования производства
selling concept - концепция интенсификации продаж

societal marketing concept - концепция социально-этического маркетинга

unsought adj - непрошеный; незатребованный
MANAGEMENT FUNCTIONS
Management plays a vital role in any business or organized activity. Management is composed of a team of managers who have charge of the organization at all levels. Their duties include making sure company objectives are met and seeing that the business operates efficiently. Regardless of the specific job, most managers perform four basic functions. These management functions are planning, organizing, directing, and controlling.

Planning involves determining overall company objectives and deciding how these goals can best be achieved. Managers evaluate alternative plans before choosing a specific course of action and then check to see that the chosen plan fits into the objectives established at higher organizational levels.

Planning is listed as the first management function because the others depend on it. However, even as managers move on to perform other managerial functions, planning continues as goals and alternatives are further evaluated and revised.

Organizing, the second management function, is the process of putting the plan into action. This involves allocating resources, especially human resources, so that the overall objectives can be attained. In this phase managers decide on the positions to be create choosing the right person for the right job, may also be included as part of the organizing function.

Third is the day-to-day direction and supervision of employees. In directing, managers guide, teach, and motivate workers so that they reach their potential abilities and at the same time achieve the company coals that were established in the planning process. Effective direction, or supervision, by managers requires ongoing communication with employees.

In the last management function, controlling, managers evaluate how well company objectives are being met. In order to complete this evaluation, managers must look at the objectives established in the planning phase and at how well the tasks assigned in the directing phase are being completed. If major problems exist and goals are not being achieved, then changes need to be made in the company's organizational or managerial structure. In making changes managers might have to go back and replan, reorganize, and redirect.

In order to adequately and efficiently perform these management functions, managers need interpersonal, organizational, and technical skills. Although all four functions are managerial duties, the importance of each may vary depending on the situation. Effective managers meet the objectives of the company through a successful combination of planning, organizing, directing, and controlling.

MANAGEMENT AND HUMAN RESOURCES DEVELOPMENT
Managers perform various functions, but one of the most important and least understood aspects of their job is proper utilization of people. Research reveals that worker performance is closely related to motivation; thus keeping employees motivated is an essential component of good management. In a business context, motivation refer to the stimulus that direct the behavior of workers toward the company goals. In order to motivate workers to achieve company goals, managers must be aware of their needs.

Many managers believe workers will be motivated to achieve organizational goals by satisfying their fundamental need for material survival. These needs include a good salary, safe working conditions, and job security. While absence of these factors results in poor moral and dissatisfaction, studies have shown that their presence results only in maintenance of existing attitudes and work performance. Although important, salary working conditions, and job security don’t provide the primary motivation for many workers in highly industrialized societies, especially at the professional or technical levels.

Increased motivation is more likely to occur when work meets the needs of individuals for learning, self realization, and personal growth. By responding to personal needs – the desire for responsibility, recognition, growth, promotion, and more interesting work – managers have altered condition in the workplace and consequently, many employees are motivated to perform more effectively.

In an attempt to both the fundamental or personal needs of workers, innovative management approaches, such as job enrichment and job enlargement, have been adopted in many organizations. Job enrichment gives workers authority in making decision related to planning and doing their work. A worker might assume responsibility for scheduling work-flow, checking quality of work produced, or making sure deadlines are met. Job enlargement increases the number of tasks workers perform by allowing them to rotate positions or by giving them responsibility for doing several job. Rather than assembling just the component of a automobile, factory workers might be grouped together and given responsibility for assembling the entire fuel system.

By improving the quality of work life through satisfaction of fundamental and personal employee needs, managers attempt to direct the behaviour of toward the company goal.

Managing Productivity
Productivity has become a day-to-day concern for managers because productivity indicates the overall efficiency of their firms. The unit of output can be anything:

· money

· units of products

· customers served

· whatever is meaningful to the organization

What managers attempt to do is to produce more output with less input. It means making more from what you have and working smarter rather than harder.

Today’s work force devotes only 40 hours to manufacturing. The other 60 hours go to completing forms, filing reports, processing payrolls and exchanging information, etc. Managers today must make some important choices. On the one hand, they are faced with bad news about foreign competition, increased costs of energy and raw materials, increasing government regulation and the changing nature of the labour force. On the other hand, technology and capital investment are not always the optimal solution to productivity problems. This means that better management may be the key to improved productivity.

The One-Minute Manager was written by Kenneth Blanchard, a professor of management at the University of Massachusetts, and the internationally known management consultant, which co-author Spencer Johnson, a medical doctor and the author of dozens of books in medicine and psychology. In the firs six months, more than half a million copies were sold.

The purpose of this book is to propose a new management style that consists of three steps, each of which takes one minute to perform. The first step is one-minute goal setting, each in which manager and employee agree on goals and transfer them to written form. Each goal is to be written in 250 words or less on one piece of paper so that it can be read in one minute. The second step is one-minute praising in which the manager congratulates the employee for a job well-done, tells him or her specifically what was good about performance and what it means for the organization. After that a handshake and some encouragement bring the one-minute praising to a conclusion. The third step is a one-minute reprimand in which the manager tells the employee specifically what was wrong with performance and how he or she fells about it, taking care to separate the value of the employee from the one mistake that instigated the criticism.

MARKETING PLANNING
STRATEGIC PLANNING

Strategic planning is the process of developing and maintaining a strategic fit between the organisation's goals and capabilities and its changing market opportunities. It relies on developing a clear company mission, supporting objectives, a sound business portfolio, and co-ordinated functional strategies.

At the corporate level, the company first defines its overall purpose and mission. This mission is then turned into detailed supporting objectives that guide the whole company. Next, top management decides what portfolio of businesses and products is best for the company, and how much support to give each one. Each business and product unit must in turn develop detailed marketing and other functional plans that support the company-wide plan.

When management senses that the organisation is drifting, it must renew its search for purpose. It is time to ask: What is our business? Who is the customer? What is value to the customer? What will our business be? What should our business be?

Companies traditionally defined their business in product terms such as. 'We manufacture video games', or in technological terms such as, 'We are a chemical-processing firm'. But some years ago, 'Theodore Levitt proposed that market definitions stated in terms of particular customer groups or needs were better.

Management should avoid making its mission too narrow or too broad. Mission statements should be specific, realistic, and motivating. As an illustration, the International Minerals and Chemical Corporation is in many businesses including the fertilizer business. The fertilizer division does not say that its mission is to produce fertilizer. Instead, it says that its mission is to 'fight world hunger'. This mission leads to a hierarchy of business objectives, marketing objectives and, finally, marketing strategy.

The mission of lighting world hunger leads to the company's prime business objective of 'increasing agricultural productivity'. This in turn leads to 'researching new fertilizers which promise higher yields'. But research is expensive and requires improved profits to plough back into research programmes. So a major objective becomes 'to improve profits'.

Profits can be improved by increasing sales or reducing costs. Sales can be increased by enlarging the company's share of the US market and by entering foreign markets. These became the company's current marketing objectives.

Marketing strategies must be developed to support these marketing objectives. To raise its US market share, the company will increase its product's availability and promotion. To enter new foreign markets, the company will cut prices and call on large farms abroad. These are the broad marketing strategies.

MARKET RESEARCH

AN OVERVIEW OF THE MARKET RESEARCH PROCESS

This section briefly describes the four steps in the market research process, firstly defining the problem and the research objectives, secondly developing the research plan, then implementing the plan, and finally interpreting and presenting the findings.

Defining the problem and research objectives is often the hardest step in the research process. The manager may know that something is wrong, but not the specific causes. For example, managers of a discount retail chain store hastily decided that falling sales were caused by poor advertising. When the research showed that the current advertising was reaching the right people with the right message, the managers were puzzled. It turned out that the stores themselves were not providing what the advertising promised.

When the problem has been carefully defined, the research objectives must be set. The research may be exploratory — in order to gather information to better define the problem. It may be descriptive — in order to describe market potential, customer attitudes, etc. Sometimes, it may be causal — to test hypotheses about cause-and-effect relationships: for example, would a 10 per cent decrease in price lead to significantly higher sales or not?

The second step involves developing a plan for collecting the information. The information may be available in the form of secondary data — i.e. it already exists somewhere or it needs to be collected specifically for this project — primary data.

Primary data collection calls for decisions about the research approaches, contact methods, sampling plan and research instruments.

There are three main research approaches: the observational approach involves gathering information by observing relevant people, actions and situations. For example, a museum checks the popularity of certain exhibits by noting the floor wear around them. This approach is most suited where the objective is exploratory.

For descriptive research, surveys are best suited. These can be structured using formal lists of questions asked of all respondents in the same way or unstructured where the interview is guided by the respondent's answers.

Finally for causal research, an experimental approach is most effective. Experiments involve selecting matched groups of subjects, giving them different treatments, controlling unrelated factors and checking for differences in group responses.

We will look at contact methods in more detail in Part 2. Briefly, information can be gathered either by mail, telephone or personal interview.

Another decision which has to be made concerns the sampling plan. A sample is a segment of the population selected to represent the population as a whole. There are three variables here: firstly the sample unit, i.e. who is to be sampled? Secondly the sample size, i.e. how many should be surveyed? Thirdly the sampling procedure, i.e. how should the people be chosen: at random, at convenience, on the basis of prejudgement?

Finally, in developing the research plan, a choice must be made in terms of the research instruments. The most common is the questionnaire. In preparing the questionnaire, the market researcher must decide what questions to ask, the form of the questions (e.g. open/closed, multiple choice), the wording of the questions and their ordering. Although questionnaires are the most common instrument, mechanical instruments such as a galvanometer can be used: this instrument measures the strength of a subject's interest or emotions aroused by and exposure to an advert or a picture.

Once all these decisions have been made concerning the research plan, the researcher must then put it into action. The implementation phase is generally the most expensive and the most subject to error. The fieldwork must be monitored closely to make sure the plan is correctly implemented.

The last phase is the interpretation and reporting. The researcher should/try not to overwhelm managers with statistics, but to present the major findings that are useful in the decisions faced by the management.

THE MARKET ENVIRONMENT
Excellent companies take an outside-in view of their business. They monitor the changing environment and continuously adapt their businesses to their best opportunities. The marketing environment comprises the 'non-controllable' actors and forces that affect a company's markets and marketing.

COMPETITORS

The major actors in a company's micro-environment are the company itself, suppliers, market intermediaries, customers and competitors. We will briefly define what we mean by these actors and then look in more detail at competitors.

The company

All of the departments within a company (e.g. finance, production, human resources) have an impact on the marketing department's plans and actions.

The suppliers

Developments in the supplier environment, such as prices and availability of raw materials, have a substantial impact on a company's marketing operations.

The market intermediaries

Middlemen such as agents, wholesalers and retailers, are powerful and important actors. In some cases they can dictate terms and even, if treated badly, bar the manufacturer from certain markets.

Customers

(The behaviour of consumers will be looked at in more detail in the next unit.)

Competitors

A company's marketing system is surrounded by a host of competitors. The best way for a company to grasp the full range of its competition is to take the viewpoint of a buyer. Let us consider the case of a chocolate bar manufacturer. Suppose a person has been working hard and needs a break. The person asks, 'What do I want to do now?'

Among the possibilities that pop into his or her mind are socialising, exercising and eating. We will call these desire competitors. Suppose the person's most immediate need is to eat something. Then the question becomes, 'What do I want to eat?' Different foods come to mind, such as potato chips, candy, soft drinks, and fruit. These can be called the generic competitors in that they represent different basic ways to satisfy the same need. At this point the person decides on candy and asks, 'What type of candy do I want?' Different candy forms come to mind such as chocolate bars, licorice, and sugar drops. They all represent product form competitors. Finally the consumer decides on a chocolate bar and faces several brands such as Hershey, Nestle and Mars. These arc the brand competitors.

Unfortunately company executives tend to focus primarily on the brand competitors and on the task of building brand preference. In fact, companies arc myopic if they focus only on their brand competitors. The real challenge is to expand their primary market (in the above case the candy market) rather than simply fight for a larger share in a fixed-size market.

DEMAND, SUPPLY AND MARKET EQUILIBRIUM
Price in a market is determined by supply and demand forces.
The needs of producers and consumers are best met at a point called the market equilibrium. Market equilibrium occurs when the supply and demand for a product are equal and the prices charged for the product are relatively stable. The market equilibrium is established by combining the supply and demand curves for a product on the same graph. The point at which these two curves intersect is called the equilibrium point.
The demand for a product is the amount of a good that people are willing to buy over a given time period at a particular price. For most goods and services the amount that consumers wish to buy will increase as price falls.
The desired demand is the information showing the amount of the product that consumers are willing to buy at different prices - not what they actually do buy. The demand for a product is not only influenced by price. An individual may be influenced by factors such as personal tastes, the size of income, advertising and the cost and availability of credit. The total market demand will be affected by the size and age distribution of the population and government policy.
States of Demand
Marketing managers might face any of the following states of demand.
Negative demand. Marketers must analyse why the market dislikes the product, and whether product redesign, lower prices, or more positive promotion can change the consumer attitudes.
No demand. Target consumers may be uninterested in the product. The marketer must find ways to connect the product's benefits with the market's needs and interests.

Latent demand. Consumers have a want that is not satisfied by any existing product or service. The marketing task is to measure the size of the potential market and develop effective goods and services that will satisfy the demand.
Falling demand. Sooner or later, every organization faces falling demand for one of its products. The marketer must find the causes of market decline and restimulate demand by finding new markets, changing product features, or creating more effective communications.
Irregular demand. Demand varies on a seasonal, daily, or even hourly basis, causing problems of idle or overworked capacity. Marketers must find ways to change the time pattern of demand through flexible pricing, promotion, and other incentives.
Full demand. The organization has just the amount of demand it wants and can handle. The marketer works to maintain the current level of demand in the face of changing consumer preferences and increasing competition. The organization maintains quality and continually measures consumer satisfaction to make sure it is doing good job.
Overfull demand. Demand is higher than the company can or wants to handle. The marketing task, called demarketing is to find ways to reduce the demand temporarily or permanently. Demarketing involves such actions as raising prices and reducing promotion and service. Demarketing does not aim to destroy demand, but only to reduce it.
Demand is concerned with the buying side of the market. Supply is concerned with the firm's or producer's side of the market. Unlike demand, the quantity supplied of a good will increase as price rises.
Production decisions are affected by the costs of production and productivity. In figuring the costs of production, business owners are concerned with fixed costs and marginal costs.

Supply
The supply of a product is not only influenced by price. Supply will be affected by anything that helps or hinders production or alters the costs of production.
The prices of goods and services are continually changing and so is the amount that is bought and sold. In winter the price of tomatoes tends to be a lot higher than in the summer and fewer tomatoes are bought in the winter. Similarly, the price of turkey tends to increase at Christmas and so too does the number of turkeys bought. These changes can be explained by an increase in demand. To show the effect of an increase in demand on the market equilibrium consider what happens if there is a successful advertising campaign which increases demand by 20 units per week at each and every price.
Changes in the market equilibrium can also come about as a result of a decrease in demand, an increase in supply or a decrease in supply.
Changes in the costs of production can affect the supply of goods. Producers must pay the cost of production, which may change over time.
Production Costs
Production costs are generally divided into fixed costs, variable costs, and total costs. Producers also calculate the average total costs and marginal costs of production. Analyzing these costs of production helps producers determine production goals and profit margins.
Fixed costs. The costs that producers incur whether they produce nothing, very little, or large quantities are their fixed costs. Total fixed costs are called overhead. Fixed costs include interest payments on loans and bonds, insurance premiums, local and state property taxes, rent payments, and executive salaries. The significance of fixed costs is that they do not change as output changes.
Variable costs. The costs that change with changes in output are variable costs. Unlike fixed costs, which are usually associated with such capital goods as machinery, salaries, and rent, variable costs are usually associated with labor and raw materials. Variable costs reflect the costs of items that businesses can control or alert in the short run.
Total costs and average total costs. The sum of fixed and variable costs of production is the total costs. At zero output, a firm's total costs are equal to its fixed costs. Then as production increases, so do the total costs as the increasing variable costs are added to the fixed costs.
Producers are equally concerned with their per unit production costs. The average total costs of production are the sum of the average fixed costs and the average variable costs. Each of these average costs is calculated by dividing the cost by the total units produced.
Marginal costs. One final measure of costs is marginal costs, i. e. extra costs incurred by producing one more unit of output. Marginal costs are an increase in variable costs because fixed costs do not change. Marginal costs allow the business to determine the profitability of increasing or decreasing production by a few units.
Many economic factors affect the supply of a product. The major influence, however, is price because the quantity of a product offered for sale varies with its price. Profit is the key consideration when producers determine a supply schedule.
Words and Expressions
alter v — изменять(ся); менять(ся); видоизменять
availability of credit - размер кредита, разрешенного к получению
curve n — кривая (линия); дуга
demand curve - кривая спроса
falling demand - понижающийся спрос
fixed costs - фиксированные расходы
full demand - полноценный спрос
graph n - график, диаграмма
hinder v - задерживать, затруднять, мешать, препятствовать

incur costs - нести издержки

insurance premium - страховые взносы

intersect v - пересекаться; перекрещиваться

irregular demand - неравномерный спрос

latent demand - скрытый спрос

marginal costs - предельно высокая себестоимость

market equilibrium - равновесие рынка

negative demand - отрицательный спрос

overfull demand - завышенный спрос

overhead costs - накладные расходы

profit margin - размер прибыли
property tax - налог на доход с недвижимого имущества

short run - короткий период времени

supply curve - кривая предложения

supply schedule - схема/график предложения

total costs — валовые/суммарные издержки

variable costs - переменные издержки на единицу продукции
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BUYER BEHAVIOUR

CONSUMER BUYER BEHAVIOUR

The marketer needs to know what people are involved in the buying decision and what role each person plays. For many products, it is fairly easy to identify the decision-maker. Men normally choose their own shoes and women choose their own make-up. However, other products and especially new ones may well involve a decision-making unit of more than one person.

Consider the selection of a family car. The initial suggestion might come from the oldest child — he or she would be the initiator; a friend or colleague might advise the family on the kind of car to buy — he or she would be the influencer; the husband could be the one to choose the make while the wife might have a definite opinion regarding the car's style — they would be the deciders; the husband may well be the one actually to buy — the buyer; the wife might end up using the car more than her husband — she'd be the user.

A company needs to identify who occupies these roles because they affect product design and advertising message decisions. The car manufacturer in this case might be wise to include all the above participants in an advertisement.

The more complex buying decisions are likely to involve more buying participants and more buyer deliberation. There are three types of buying behaviour.

Routine response behaviour occurs when consumers buy low-cost, frequently purchased items. They know a lot about the product class and major brands and they have fairly clear brand preference. The goods in this class are often called Low-involvement goods. A household detergent would fall into this category. Marketers of products that consumers buy routinely have two tasks. First, they must satisfy current customers by maintaining consistent quality, service and value. Second, they must try to attract new buyers — break them out of the routine of buying competing products — by introducing new features and using point-of-purchase displays and price discounts.

Buying is more complex when buyers confront an unfamiliar brand in a familiar product class. Limited problem-solving is involved when the consumer is fully aware of the product class but is not familiar with all the brands and their features. Buying a tennis racket might fall into this bracket. Marketers must design a communication programme that will help buyers understand the company's brand and give them confidence in it.

Sometimes buyers face complex buying decisions for more expensive, less frequently purchased products in a less familiar product class in these situations, buyers use extensive problem-solving to find out about the product class and the brands available. Buying a new stereo system might fall into this category. Marketers of products in this class need to help buyers learn about important buying criteria and persuade them that their brands rate high in terms of important features and benefits.

CONSUMER RIGHTS (Защита прав потребителей)

In their role as consumers, ordinary EU citizens are key players in the Union’s new frontier-free single market. The Union has in fact incorporated as the basis of its consumer policy the protection of the five fundamental rights which lie at the heart of national policies. These are:

· The protection of consumers’ health and safety.
Only products, which will not endanger health or safety, may be put on the market. This means setting safety requirements providing full information about potential risks, protecting consumers against physical injury.

· The protection of consumers’ economic interests.

There is for example a general ban on misleading advertising and unfair terms in contracts with consumers.

· Consumer rights to information and education.
Consumers need to be put in a position where they can make an informed choice among goods and services offered. This includes objective information on the features and price of the items available. Consumers also require proper information about their efficient and safe use.

· The right to redress.
Consumers have the right to receive advice and help when seeking redress for faulty products or for injury or damage resulting from the use of goods and services. There need to be simple, affordable and rapid procedures for settling complaints and claims.

· Consumer representation and participation.
Representatives of consumers need to be present in decision-taking procedures on issues of concern to them at local, national or EU level. At Union level, this covers not only specific consumer issues but also other relevant policy areas like food laws, transport, competition policy, financial services, environment and the like.

When the Union adopted its first consumer program in 1975, it focused on the practical application of the five principles. As a first result, a number of directives were adopted over the next 10 years covering among other things the safety of cosmetic products, the labelling of foodstuff, misleading advertising, consumer rights in door-step selling, product liability and the provision of consumer credit.

DISTRIBUTION AND SALES

Words and Expressions
buy retail – покупать в розницу

buy wholesale – покупать оптом, осуществлять оптовые закупки

commission – комиссионное вознаграждение 

customer facilities – сервисное обслуживание потребителей 

customer services – выполнение заявок клиентов 

direct selling – продажа без посредников 

distribution – распределение, распространение 

distribution channels – каналы распределения 

distribution costs – издержки обращения 

distribution network – распределительная сеть, сеть распространения

diverse – многообразный, разнообразный, разнотипный

diversity – разнообразие; многообразие; разнородность 

household products – хозяйственные товары 

link – (связующее) звено; звено цепи, связь 

lorry – грузовой автомобиль, грузовик 

mass-produce – вести массовое производство 

perishable – скоропортящийся 

perishables – скоропортящийся товар/груз 

Public Relations – связь с общественностью (пресса, потребители, клиенты и т.д.)

retail – розничная продажа , розничный торговец 

retail buying – покупка товаров в розницу 

retail buyer n retail chains – розничные магазины, принадлежащие одной компании

retail outlet – розничная торговая точка 

retailer n = retail dealer – розничный торговец 

retailer – розничный, продающий в розницу

sales force – продавцы, работники торговых предприятий, торговые агенты

sell goods wholesale – продавать товары оптом 

sell retail и – продавать в розницу 

storage – хранение, база, склад, хранилище 

storage costs – складские издержки

trade fair – ярмарка 

warehouse – товарный склад 

warehouse – помещать в склад; хранить на складе 

wholesale – оптовый
wholesale n = wholesale business – оптовая торговля 

wholesaler – wholesale dealer – оптовый торговец оптовик
The term "distribution" is not confined to the physical distribution of goods from the producer to the consumer, e.g. road and rail transport. In the business context it also refers to the distribution channels, i.e. the sort of retail outlets that the goods and services are sold in.

Many industrial products and services are sold directly to the consumer or user, e.g. aircraft and lathes. Most consumer products are usually distributed through retail organizations. By tradition many manufacturers sell their products to a wholesaler who warehouses the goods until they are required by the retailer. This so-called full chain of distribution offers advantages to both the manufacturer and retailer. The manufacturer can mass-produce the goods, get the money for the goods straight away, and does not have to worry about storage and distribution costs. The retailer can order goods from the wholesaler and does not-have to worry about holding large stocks. The full chain of distribution has disadvantages for the manufacturer and the retailer. The wholesaler does not have any particular incentive to promote the sale of the manufacturer's goods, and the retailer will have to pay a higher price for the goods from the wholesaler than if they were bought directly from the manufacturer. Some industries have cut the "middle-man" (wholesaler), and the manufacturer sells directly to the retailer. In other industries the wholesaler may sell the goods directly to the customer and no retailer is involved. Finally, the manufacturer may sell directly to the customer without a wholesaler or retailer being involved.

Full Chain of Distribution
This tends to be used when the producer makes a limited range of products, storage costs are high and the product is perishable.

No Wholesaler
The wholesaler is eliminated in industries where the producer makes a number of standard products that it sells to similar kinds of retail outlets. Frozen-food firms and large bakeries tend to have their own distribution network and their own fleet of delivery lorries.

No Retailer
There has been a growth in the case of wholesalers, which sell directly to the general public. These large discount stores sell furniture and other household products in warehouse-style buildings with relatively poor customer facilities. Mail order companies such as Great Universal Stores, where local selling agents run a catalogue for orders, are a good example of distribution without a retailer. These local agents work on a commission basis and deal with the ordering of goods and the means of payment.

Direct Selling
Direct selling to the customer is typically found in the sale of services, e.g. insurance and double glazing. In the case of industrial products such as chemicals and manufacturing machines, firms generally employ a full-time sales force to try and sell products to other firms. Such sales teams may be organized on a regional basis, with specific areas of the country to cover, e.g. North West, East Midlands and South Wales. The sales team is a very important part of the marketing function. Although its major role is to sell the company's product, it may also be source of important market research information, e.g. salesmen can find out customers' reactions to products and can find out their future requirements. They can also find out what competitors are doing and supply this information back to the company. The sales team may also be the first link that a customer has with the company, and so the presentation of a good image may be important.

Retail Outlets
There are various retail outlets through which manufacturer can decide to sell a product. In 1984, it was estimated that there were 343,153 retail outlets controlled by 230,787 organizations – which indicates that the vast majority are "one-shop" operation.

Organizing the Sales Force
When deciding the problem how sales effort is to be organized three main approaches may be used:

1. Organize geographically. Consequently, there may be a Midwest, a Southern, a New England, and a West Coast district or region. Most firms organize in this way.

2. Organize by product. When a firm has diverse products that require specialized technical or applications knowledge, it may be necessary to organize the sales force according to major product categories.

3. Organize by customer. Where a firm faces rather diverse types of customers, organizing by major customer categories leads to better servicing and understanding of customers' needs. Consequently a firm may have a separate sales force for calling on retail chains, on department stores, on wholesalers, and on certain industrial and contract customers.

Selling Jobs
Today, selling furnishes employment for many. Selling jobs are so dissimilar as to require a diversity of competence, education, and special skills and training. The newsboy is a salesperson as is the auctioneer and the stockbroker. The number of persons engaged in selling is about 6 million, and this is some 30 times as many as employed in advertising.

Here are some job titles of selling jobs: Sales engineer, Account executive, Communications consultant, Sales consultant, Area manager, Industrial representative, Industrial account manager, Marketing representative, Customer service representative, Key account supervisor, General agent, Executive representative, Territory manager, Field representative. The variety of titles of selling jobs proves that most sales jobs involve a maximum of creativity and a minimum of routine.

Many of these people work behind the scenes, virtually unknown by the average consumer, as they sell to industrial, wholesale, and retail buyers and purchasing agents.

Public Relations and Customer Services
Public Relations (PR) is sometimes a separate department outside the marketing function. PR can be defined as the attempt to present an acceptable and favorable image of the company to the general public. This can be done in a number of possible ways: advertising, sponsorship, involvement in charity work, exhibitions and trade fairs, press releases and conferences.

Customer Service is slightly different from PR in the sense that the company here is concerned with keeping the customer happy and satisfied. Areas that are important in good customer relations include: servicing and repair, after-sales service (installation, maintenance and spare parts), guarantees, enquiries and complaints. Having sold a product to the customer, Service Department must see that the consumer is content with the product. A dissatisfied consumer may be later sale lost and bad publicity.

THE FINANCIAL OBJECTIVES OF THE BUSINESS

Finance is central to the operation of any business. More or less every activity a business undertakes will require some form of funding. Finance is needed to rent or buy premises, to purchase capital equipment, to hire labour and to obtain raw materials. Therefore, without finance a new business could not be set up and an existing business could not continue to function.

The most important objectives of any business are:

Survival. This is the most fundamental objective of all businesses. In order to ensure survival there must be enough money flowing into the business to finance the necessary day-to-day expenditure, e.g. purchasing raw materials, paying employees' wages and so on. This type of expenditure is current expenditure and will normally be financed from current income, that is the money generated from the sale of the business's goods or services.

Growth and Development. While survival is the fundamental short-run objective of the business, in the long run businesses are concerned with growth and development. Old machinery must be replaced with more modern technology to maintain and increase efficiency in order for the company to remain competitive. Growth allows the firm to diversify its product range and open up new markets. With growth come the benefits of economies of scale and a more secure position in the market. To pursue these objectives the business requires capital finance.

Survival and growth and development are obviously closely related. A business, which does not develop and grow, will encounter problems in the long run in maintaining its market share and its survival may be threatened. These objectives determine how a business uses financial resources, often referred to as a business's application of funds.

Sources of Funds

Closely related to how money is used by a business is how it is obtained, i.e. the various sources of funds. Sources and application of funds are closely related because generally the most important factor in deciding the method of obtaining the finance is the reason the finance is required. Sources of funds can also be summarized under two broad headings.

Internal Finance. This refers to the money a business generates from its own assets. Internal finance can be obtained from the following sources:

1. Careful management of the business's income and expenditure. This is known as the cash flow of the business. It needs to be carefully monitored to ensure there is enough money flowing into the business to meet current commitments.

2. The profits from the previous trading activities of the business. Some of the profits will be distributed to the owners of the business as a return on their investment. However, it is usual to reinvest part of the profits in order to allow the business to expand. Reinvestment is a very important source of finance for capital expenditures.

3. The sale of the business's assets. Often the finance required for new assets can be partly obtained by selling older equipment. The business may also sell assets to a third party under an agreement, which allows the assets to be retained in return for an agreed rental. This sale and lease back generates finance for the purchase of new assets at the cost of increasing the businesses current expenditure.

External Finance. External finance refers to the injection of funds from outside the business. Essentially this type of finance can be obtained from two sources.

1. Borrowing money. All businesses borrow in order to finance a whole range of business activity. Materials can be bought on credit to help finance current expenditure and loans are obtained from many sources to help purchase new assets.

2. Extending ownership. This means attracting finance from people outside the business who are prepared to invest in its future. However, in the long run the business will have to make enough profit to give a return on this investment or the investors are likely to wish to withdraw their money and invest it elsewhere.

Therefore, financial decisions are concerned with both sources of funds and the application of these funds. In larger businesses this financial planning and decision making is the responsibility of the Finance Department.

The staff employed in the Finance Department under the guidance of Finance Director are concerned with three principal tasks:

• Monitoring when the money is coming in and going out.

• Monitoring where it is coming from and going to.

• Monitoring how much is following backwards and forwards.

These various tasks are carried out by Financial Accountants, Management Accountants, Financial Analysts, who are responsible for preparing the financial accounts of the business, budgeting and giving advice on the advisability of new investment proposals.

In order to undertake these functions effectively, accurate and up-to-date financial information is needed. Therefore the collection, presentation and evaluation of financial data are central to the work of the department.

	application of funds
	использование денежных средств

	borrowing n
	ссуда; заем; кредит

	budgeting n
	составление сметы; составление бюджета

	business's assets
	корпоративные/общие средства, активы корпорации

	capital expenditures
	капиталовложения

	capital finance
	основной капитал


	cash flow
	движение денежной наличности

	current expenditure
	текущий расход

	current income
	текущий доход

	development n
	развитие, расширение

	economies of scale
	экономия, обусловленная ростом масштабов производства

	encounter
	наталкиваться (на трудности и т. п.), столкнуться (с трудностями)

	external finance
	внешнее финансирование, внешние источники финансирования

	finance n
	финансы (деньги или другие ликвидные ресурсы); доходы; финансовая система; финансовое дело; финансирование

	finance v
	ассигновать, финансировать, выделять средства, вкладывать деньги; заниматься финансовыми операциями

	financial account
	финансовый счет; финансовый отчет

	financial resources
	денежные ресурсы

	fund n
	фонд, капитал

	funding n
	субсидирование, финансирование

	growth n
	развитие, рост

	in return for
	в оплату за

	injection of funds
	вложение капитала

	internal finance
	внутреннее финансирование

	loan n
	заем, ссуда

	meet commitments
	выполнять обязательства

	monitor v
	осуществлять текущий контроль

	premises n pl
	недвижимость, здание с прилегающими постройками и участком земли

	reinvest v
	реинвестировать, снова помещать (капитал); снова инвестировать

	reinvestment n
	повторное инвестирование

	rental n
	сумма арендной платы; рентный доход

	return on investment
	прибыль на инвестированный капитал

	sale and lease back
	продажа и обратная аренда (продажа оборудования с условием получения его обратно в аренду на определенный срок)

	short-run objectives
	краткосрочные цели

	sources of funds
	источники капитала

	survival n
	выживание

	trading activities
	торговая деятельность

	wages n
	заработок, доход, вознаграждение

	withdraw
	брать назад


THE FINANCIAL CONTROL OF THE BUSINESS

Words and Expressions
application of funds – использование денежных средств

assets – средства, фонды
assets and liabilities – актив и пассив
balance sheet – бухгалтерский баланс, баланс компании
bank overdraft – превышение кредита (в банке)

borrowed funds – заимствованные фонды, заемные средства

bridge cash flow problem – устранить проблему дефицита денежных средств

budget – бюджет

budget – предусматривать в бюджете, составлять бюджет 

budgetary process – процесс формирования бюджета 

budgeting – составление (формирование) бюджета, финансовое планирование,

cash flow forecasting – прогноз движения денежной наличности 

continual flow of money – постоянный круговорот денег

cost centres – бюро калькуляций

current assets – оборотные фонды, оборотные средства (денежные средства, вложенные в запасы сырья, материалов, топлива, готовой продукции) 

current liabilities – краткосрочные обязательства 

day-to-day – повседневный 

debtor policy – политика в отношении должников 

existing liabilities – непогашенные долговые обязательства 

financial control – управление финансами, финансовый контроль

forecast – прогноз, прогнозирование 

interest charges – расходы по уплате процентов; процент по займам

prevail – преобладать, превалировать; доминировать 

profit and loss account – счет прибылей и убытков 

provided – при условии, если только; в том случае, если 

raise the finance – привлекать фонды, получать ссуду 

regarding – относительно, касающийся 

solvent – платежеспособный; кредитоспособный 

source of finance – источник финансирования 

supplement cash flow – увеличить поток денежных средств 

system of stock control – система управления запасами 

target – цель, мишень; план; задание 

trading activities – торговые мероприятия, торговая деятельность 

working capital – оборотный капитал
Financial control means the directing and monitoring of the financial resources within the business.

In order to make financial control possible it is first necessary to set objectives and targets within which each department is expected to work. The process is known as budgeting and is central to financial management.

Essentially a budget is a financial expression of intentions or expectations. Budgeting occurs at several levels within the business and over different time scales. However, common to all budgets is that they relate to the future and that they are therefore based upon forecasts rather than facts. This is in contrast to the balance sheet and the profit and loss account, which relate to the businesses past performance.

The preparation of a budget consists of a number of stages, which can be expressed as the following sequence.

1. Information. A department will start its budgetary process by looking at the information relating to its present situation. For example, in the case of the Sales Department this means analyzing the current sales figures, identifying trends and taking care to interpret any figures, which may be result of unusual circumstances.

2. Forecasts. The next stage is to look forward to the period under consideration and try to estimate as accurately as possible the situation, which will prevail in the future, e.g. estimate the amount of business is likely to sell over the coming year. Experience will be of great help here but other techniques may also be employed, e.g. market research and statistical analysis. Where accurate predictions are difficult to make it is common to prepare more than one set of forecasts, e.g. an optimistic forecast and a more pessimistic one.

3. Objectives. Once a business has framed its various forecasts, e.g. production, sales, marketing and so on, then it is possible to set realistic performance objectives. These will normally take the form of a series of targets that each department is expected to meet, e.g. how much is to be produced, the increase in sales the business is aiming for, etc.
4. The budget. The final stage of the process is to budget to meet the business's performance targets. This means setting out the level of expenditure within which each department or sub-department (usually known as cost centres) will have to work. The materials budget will be agreed on the basis of the production targets, the marketing budget on the basis of the sales target and so on. It is very important that all the various parts of the budget are carefully coordinated. It obviously makes no sense to budget to sell 100,000 units if a production target of only 80,000 has been set. Therefore, at each stage of the budgetary process close interdepartmental consultation will be necessary.
Once the budget has been set up there must be sufficient funds flowing into the business to meet the necessary expenditures incurred during its day-to-day trading activities. This process is called a continual flow of money through the business.

The sale of business's goods (or services) generates finance which is used to purchase more materials, pay wages and so on in order to generate more production, more sales and hence more income. Provided income from sales is sufficient to meet this necessary immediate expenditures then the business can continue to trade.

The business is said to be solvent. If the business is successful then the amount received from sales will be greater than the costs of production and therefore a profit will be made. The profit then can be used to reward the owner(s) and possibly improve or expand the business in order to generate higher profits in the future.

The items which change continually during the normal trading activities of the business are known collectively as the business's working capital. Working capital can be defined as the current assets available to the business minus any current liabilities on these assets.

Current liabilities are the short-term debts of the business which will have to be paid in the near future from current assets. The items making up current liabilities are the various sums owed to the business's creditors.

To ensure the efficient operation of the business, working capital needs to be carefully managed. This involves a system of stock control, a debtor policy and cash flow forecasting.

Businesses require finance for a wide variety of reasons and most businesses can obtain finance from a number of different sources. Therefore, decisions have to be made regarding the most appropriate source of finance. The provision of advice concerning the best method of financing different aspects of business activity is one of the key responsibilities of the Finance Department. When considering which method of finance is most suitable for any type of business activity, a number of factors must be taken into account:

1. The purpose for which finance is required. The reason a business requires finance – the application of funds – is often the most important factor in determining how the finance will be obtained – the source of funds. This means that funds required to bridge a temporary cash flow problem are likely to be sought from a different source than funds for capital expansion.

2. The cost of the finance. Certain types of finance are expensive to raise, e.g. an issue of new shares. Other forms of finance can be expensive to service, e.g. interest charges on borrowed funds. The various costs must be carefully considered to ensure the business is obtaining its finance as cheaply as possible.

3. The availability of finance. Some sources of finance are not available to all businesses and this restricts the choice of funding.

4. The present financial structure of the business. It is important to take account of the existing liabilities of the business when considering further finance. The capital gearing of the business is particularly important in this respect.

5. How quickly the finance is required. If the funds are needed immediately, e.g. to supplement cash flow, then the choice is likely to be restricted to a small number of sources, e.g. a bank overdraft. The more time the business has to plan for its financial needs, the wider the choice will be.

Finally, it should be noted that the larger the business, the greater the number of possible sources of funds available. Small firms face particular difficulties in raising the finance they need. This is one of the major reasons preventing the growth and development of such businesses.

1.  Translate the sentences into English paying special attention to the expressions in bold type.

2. Выбирая оптимальный метод финансирования, следует принять во внимание ряд факторов.

3. После того как бюджет согласован, он используется для контроля за деятельностью всех отделов компании.

4. Следует отметить, что, чем больше предприятие, тем больше у него выбор потенциальных источников финансирования.

5. Следовательно, нужно принять решение относительно наиболее целесообразного источника финансирования.

6. Малые предприятия сталкиваются с трудностями в получении финансовых средств, в которых они нуждаются.

TYPES OF FINANCIAL OPERATIONS
Words and Expressions
borrow – занимать деньги; заимствовать; брать взаймы; брать в кредит

borrower – заемщик; берущий взаймы

capacity to pay – платежеспособность

character – репутация

charge interest – начислять проценты, взыскивать проценты

collateral – имущественный залог; дополнительное обеспечение; гарантия, поручительство (финансовое)

college tuition payment – плата за обучение в колледже

commercial bank – коммерческий банк

credit – кредит; долг

credit history – кредитная история (записи займов и выплат по ним определенного лица)
credit payments – выплаты по кредиту

credit rating – оценка кредитоспособности

credit risk – кредитный риск

disposable income – доход, остающийся после уплаты налогов, чистый доход

down payment – первоначальный взнос, первая выплата, аванс (напр, при покупке в рассрочку)

forfeit – лишиться в результате конфискации, потерять право на что-л.

home mortgage – ипотека; залог; заклад; закладная

insurance payment – страховой платеж

installment loan – ссуда с оплатой в рассрочку

interest – проценты (на капитал)
interest rate – процентная ставка

lender – заимодавец, кредитор; ростовщик

loan – заем; ссуда; кредит

loan period – срок возвращения займа

meet retirement needs – оплачивать пенсионные нужды

money market account – накопительный счет, депозитный счет денежного рынка

mortgage – заклад; ипотека, закладная

mortgagee – кредитор по закладной

NOW (negotiable order of withdrawal) account – текущий счет с выплатой процентов и списанием по безналичным расчетам (типа чеков)

passbook savings – сбережения на банковской сберегательной книжке

passbook account – сберегательный счет с выдачей сберегательной книжки

principal – основная сумма, капитал (сумма, на которую начисляются проценты)

principal and interest – капитал и проценты
pool of money – общий денежный фонд; объединенный резерв капитала

real property – недвижимое имущество

regular savings account – обычный сберегательный счет

repayment – уплата (процентов), выплата (основной суммы)
saving rate – норма сбережений

savings – сбережения, накопления

savings account – депозит, сберегательный счет

savings bank – сберегательный банк

savings deposit – сберегательный вклад

Treasury (the) – государственное казначейство, министерство финансов

Treasury bills – краткосрочные казначейские векселя

time deposit – срочный депозит; вклад на срок
Saving money
People in the United Stated have many ways to save money. They may spend it or save it, consume it or not consume it. Spending (the consumption of disposable income) and saving (the non-consumption of disposable income) are equally important to a strong economy.

People save money for four main reasons. They save for a down payment on an automobile or a house and to finance a major purchase such as a television set. They set money aside regularly to meet large annual or semiannual bills such as property taxes or automobile insurance payments. They save to have a ready reserve to meet unexpected expenses such as medical or home repair bills. Finally, they save for major expenses in the future such as college tuition payments or to meet retirement needs. Some people save because they want to leave money to their children.

Depositing money in a financial institution provides physical security by protecting savers' money from losses due to fire, theft, or other catastrophes that might take place in the home. Most financial instructions are protected by state and federal deposit-insurance plans.

The fee that financial institution pays for the use of depositors' money is interest. A financial institution charges interest on loans to make money. It pays interest on savings deposits to attract a pool of money it can lend. A financial institution makes a profit by charging more interest on loans than it pays on deposits.

One of the measures economists use to analyze savings behavior is saving rate, the percentage of disposable income deposited into savings accounts. The single most important determinant of personal savings in the United States is income. Two other economic factors that have key effects on the savings rate are the availability of consumer goods and rising prices. When consumer goods are adequate to meet consumer demand and prices are lower, people tend to spend their money. At such times, savings rates are relatively low. When consumer demand is greater than the supply of consumer goods and prices are high, people cannot readily purchase the goods they need or want. At such times, savings often increase.

Types of Savings Accounts
Financial institutions have devised many types of saving accounts to meet the different needs of savers. Among these are passbook savings, NOW and money market accounts.

A common type of savings accounts among financial institutions is a regular savings account, which is sometimes called a passbook account because depositors receive a book in which all account transactions are recorded. A second type of savings accounts is the negotiable order of withdrawal, or NOW account. NOW accounts are offered at most commercial banks, savings banks, and loan associations across the nation. The holder of a NOW account can write checks on the amount deposited in the account and collect interest on the money remaining in the account. Another type of savings account that pays interest and allows easy access to the savings is a money market account. It offers variable interest rates that are usually higher than those of regular savings or NOW accounts. The interest paid by money market accounts is often linked to Treasury bills because financial institutions invest the money deposited in money market accounts in Treasure bills.

A savings account that requires the saver to leave money in the account for a specific amount of time is called a time deposit.

Borrowing Money
Borrowing is the transfer of a specified amount of money from a lender to a borrower for a specified length of time. Business people borrow money to begin or expand their business, and federal, state, and local governments borrow money to finance their programs and operations. Credit is the purchase of goods and services without the actual transfer of money on the promise to pay later. Even wealthy consumers consider the use of credit necessary when purchasing expensive items such as houses and automobiles.

Consumers borrow money and use credit for two main reasons. First, buyers can enjoy the use of an item while paying off the debt. They do not have to postpone purchases until they have enough money to pay for the items in cash. Second, consumers can extend payments for expensive items over a period of time. Payments for home mortgages typically run for 20 to 30 years. Houses are made affordable in this manner. Credit payments for televisions, major appliances, and other expensive items often run from one to five years.

The money borrowed is called the principal. The amount paid by the borrower for the privilege of using the money is called the interest. Both the principal and the interest are included in the loan's repayment. Most loans are secured loans, which require that borrowers put up collateral. Collateral is something of value offered by the borrower as a guarantee that the loan will be repaid. If the loan is not repaid according to the terms of the loan agreement, the lender may take the borrower's collateral. Unsecured loans requiring no collateral are rare and usually involve small amounts of money and short periods of time.

A common consumer loan is an installment loan. Repayment of the principal and interest is divided into equal amounts according to the length of the loan period, typically 12, 18, 24, or 36 months. The length of repayment of the loan is important in determining the amount of the monthly payment. The longer the loan period is, the smaller the monthly amount the consumer must pay. Buyers who can afford higher monthly payments prefer the shorter loan period because it is less expensive.

The most common use of an installment loan is a home mortgage. A mortgage is an installment debt owed on land, buildings, or other real property. The mortgagee must repay the mortgage in installments for fixed number of years, usually between 15 and 30 years. The loan is secured by the property, which is forfeited if the loan terms are not met.

Buying on Credit
In the use of credit, no money changes hands directly. Rather than requiring money for a purchase, businesses allow customers to charge their purchases and to pay for them over a period of time. Customers who do not pay their charges in full each month pay interest on the unpaid principal until the full amount is repaid. Consumers who want credit must apply for it and must have their credit approved before the credit can be used. The creditor evaluates information about the purchaser and assigns that person a credit rating. A credit rating is an estimation of the probability of repayment.

Creditors are particularly concerned about an applicant's 4-Cs – character, capacity to pay, capital, and credit history. An applicant who satisfies the 4-Cs is likely to receive a high credit rating, meaning the person is a good credit risk. An applicant who fails to satisfy the 4-Cs is usually assigned a low credit rating.

BORROWING MONEY

Most people who have a problem with cash flow phone the bank and ask for an overdraft. It is quick and easy, but it is not always cheap. Lloyds Bank, for example, is currently charging 18.8% per year plus a monthly fee of £8.

Instead of an overdraft, why not arrange a personal loan? An overdraft is really a short-term measure for one or two months, but a personal loan is often a better idea because the repayments are structured over a pre-arranged period. Lloyds Bank charges customers an annual percentage rate of 16.7% on a £1,000 loan over 12 months.

If you see something you want in the shops, there is usually not time to ask your bank for loan, so you can use a credit card. Buying on credit is expensive, but there are some good offers. The favourite at the moment is the Save and Prosper card, with an APR (annualized percentage rate) of 13.9%.

Customers with incomes of more than £25,000 can benefit from gold charge cards. These are not credit cards, but payment cards for shops and restaurants, etc. They are useful if you want a large sum of money quickly, but the amount you borrow must be repaid at a prearranged date. The annual cost of the Midland Gold service is £70.

Store cards are generally more expensive than other credit cards, and can only be used in the shops which offer them. Marks and Spencer customers currently pay an APR of 22.4%.

PRICING POLICY

Essential Vocabulary

additional cost – дополнительная стоимость
allow for v – предусматривать; учитывать; принимать во внимание

average cost – средняя стоимость

brand loyalty – приверженность потребителя к данной марке товара

charge a price – назначить цену

competitive pricing – конкурентное ценообразование

cost-plus pricing – ценообразование по принципу «затраты плюс прибыль»

deter –удерживать, не допускать

drive out – вытеснять

dumping pricing – демпинговые цены

establish a market share – завоевать место на рынке

estimate v – оценивать, устанавливать цену

limit-pricing – ограничение цен, введение предельной цены

loss leader pricing – тактика занижения цены

make an estimate – производить оценку, составлять смету

marginal costs – предельные издержки производства, предельно высокая себестоимость

marginal-cost pricing – ценообразование на основе предельно высоких затрат

mark-up – наценка
non-price – неценовой
non-price competition – неценовая конкуренция
penetration pricing – тактика входящей цены
predatory pricing – хищническое ценообразование
price discrimination – разброс цен, ценовая дискриминация

price plateau – соотношение цен

pricing – ценообразование 

pricing method – метод ценообразования

pricing policy – политика ценообразования, политика цен

set the price – устанавливать цены

skim the top end - «снять пенку» на максимальной точке 

skimming price – ценообразование по методу снятия сливок 

standard price – единая цена
Price is a very important weapon that can be used to persuade consumers to buy. Price is one of many factors that determine the demand for a product.

How firms set the price of their goods and services is a complicated issue. A number of factors will affect the price a firm sets for its product, including such things as the cost of producing the product, the rival firms' prices, the type of product and the desired market share of the company.

Pricing Methods
The most common pricing methods adopted by firms are:

1. Cost-plus pricing is a very simple pricing method and is perhaps the most common. A firm may calculate its average costs of producing a product and then simply add a profit 'mark-up', say 10%, on to average costs. This mark-up could be changed to allow for the effects of competition and economic conditions, e.g. where there is a lot of competition this mark-up may be lowered or when business is good the markup could be raised.

2. Marginal-cost pricing differs from the above in that the firm looks not at its average costs but at marginal costs, i.e. the firm calculates the additional cost of producing the next unit onset of units of output and the firm charges a price (plus а 'mark-up') according to the marginal cost, A typical example is found in the shoe repair business. There appear to be no standard prices for repairing shoes. What tends to happen is that the cobbler examines the shoes and makes a quick estimate of how much material and time it will take to repair them. Larger shoes, those made of leather and those in greater disrepair have a higher marginal cost and therefore a higher price is charged for their repair.

3. Price discrimination: several firms are able to charge different prices for a similar product. This is known as price discrimination. British Rail (BR), for example, charges different consumers such as businessmen and women, children, senior citizens and students different prices and also charges different prices according to the time of the journey, e.g. peak, off-peak, weekly and weekend. British Telephones (ВТ) price discriminates according to the time of day, week and distance of the call. The price charged to the consumer is made up of two elements: a fixed charge or quarterly rental, which is designed to cover BT's fixed costs, and a variable charge related to the use of the phone. The ability of a firm to price discriminates on whether it can split or segment its market. In the case of ВТ and BR this is quite straightforward. Other industries and firms also price discriminate, e.g. the breweries charge different prices in the different regions of the country, cinemas offer cheap tickets for afternoon and late shows, and the Electricity Boards operate an Economy 7 system where consumers pay less for nighttime electricity.

Pricing Strategies
In addition to adopting particular pricing method, a firm can also follow a number of pricing strategies or tactics. The more common of these include:

Penetration pricing is a tactic adopted by a company when it is first entering (or penetrating) a market and is trying to establish a market share. It tends to be used where there is very little or no consumer 'brand loyalty' and the demand for the goods is price elastic.

Skimming price is where a firm charges a high price for a product in order to 'skim' the 'top end' of the market. It is most likely to be found where the product is new and consumers have not had a chance to establish a 'price plateau'. This refers to the price that consumers expect to pay for a product, e.g. would anybody expect to pay 40p for a standard size Mars bar? Clearly this would be above the price plateau. When products are new, a price plateau has not had the chance to be established and some consumers are willing to pay a high price to buy the new product because of its novelty value.

Loss leader pricing is when firms offer prices below the cost of producing the item (hence making a loss) in order to encourage the sale of the products. Supermarkets frequently adopt this tactic to entourage people into the stores so that once inside they may buy additional items on impulse.

Limit-pricing occurs when a firm, which normally has a large market share, drops the price of its product to limit or deter the entry of other new competitors. The success of this strategy depends on the size of the price drop, the potential profits to be gained by new firms, and the determination of other firms to enter the industry.

Predatory pricing typically occurs when a firm holds the price of its product below those of its rivals for long periods of time in the hope of driving them out of the industry and establishing a monopoly position.

Dumping pricing happens when a firm 'dumps' its goods into a market at below the cost of producing them in the hope that it can establish a foothold in the market. Once a market has been established the price of the product may rise to those of competitor firms.

Competitive pricing is when the firm prices its product in line with those of its competitors. There is little price variation between the types of goods being sold. In this situation there may be a substantial amount of 'non-price' competition, e.g. on packaging and design of the product.

Translate the following word combinations or find Russian equivalents.
1. the cost of producing the product

2. the rival firms prices
3. the desired market share of the company

4. pricing strategy
5. to establish a 'price plateau'
6. to establish a monopoly position
7. penetration pricing
8. the size of the price drop

9. price variation

10. to hold the price

1. Find English equivalents for the following Russian expressions.
2. средняя стоимость

3. предельные издержки производства

4. методы ценообразования

5. разброс цен

6. дополнительная стоимость

7. назначить цену

8. завоевать место на рынке

9. неценовая конкуренция

10. конкурентное ценообразование

11. производить оценку, смету

Translate the following sentences from Russian into English.
1. В супермаркетах часто применяется тактика занижения цены для привлечения покупателей в магазины

2. Фирма подсчитывает среднюю стоимость производства товара и затем просто добавляет наценку на прибыль.

3. Иногда фирмы устанавливают разные цены на сходные товары. Это называется разбросом цен.

4. Когда товары новые, некоторые потребители готовы платить высокую цену только из-за их новизны.

5. Существует небольшое ценовое различие между различными типами продаваемых товаров при конкурентном ценообразовании.

6. Успех неценовой конкуренции зависит от упаковки и оформления товара.

7. Когда компания пытается завоевать место на рынке, она использует тактику входящей цены.

8. Цена является одним из многих факторов, которые определяют спрос на товар.

THE FUNCTIONS OF MONEY
Essential Vocabulary
A.D. = Anno Domini – нашей эры 

acceptability – приемлемость 

accounting – бухгалтерский учет 

accumulate wealth – накапливать состояние 

B.C. = before Christ – до нашей эры 

bill of exchange – вексель, тратта 

cash – наличные деньги 

check – чек

checkbook money – деньги банковского оборота, деньги безналичных расчетов

coin – монета

commodity money – 1. товар в роли денег (напр., соль, мех); 2. товарные деньги (обладающие внутренней стоимостью в отличие от бумажных)

cost of expenditures – стоимость затрат, издержки от расходов

demand deposit – депозит до востребования; бессрочный вклад; текущий счет

deteriorate – ухудшаться

divisibility – делимость

durability – продолжительность срока использования, долговечность

enhance – увеличивать, усиливать, улучшать

fiat – декрет, постановление, указ

fiat money – деньги, считающиеся деньгами по указу

figure – подсчитывать; считать

gem – драгоценный камень

medium of exchange – средство обращения

meet the conditions – выполнять условия

mint – чеканить (монету)

near money – субститут денег

nonperishable – непортящийся

over time – в течение длительного времени

paper money – бумажные деньги

payable on demand – подлежащий оплате немедленно по предъявлении

perishable – скоропортящийся

portability – портативность

purchasing power – покупательная способность

record keeping – ведение учета, учет

representative money – представительские деньги (бумажные деньги, полностью обеспеченные золотом или серебром)
savings account – депозит, сберегательный счет

stability in value – стабильность ценности

stand for – означать, символизировать

standard of value – мера стоимости

store of value – средство накопления; средство сбережения; средство «сохранения ценности»

time deposit – срочный депозит; вклад на срок

transaction – сделка, операция

uniformity – единообразие

unit of accounting – единица учета реального капитала, единица бухгалтерского учета

value – стоимость, цена, валюта

wealth – богатство, состояние

wear and tear – износ; амортизация; изнашивание

withstand v – выдержать; противостоять

worth – цена, стоимость, ценность

worth – имеющий ценность; приносящий доход
Money, with its special characteristics, serves many important economic functions.

Money is anything that people commonly accept in exchange for goods and services. Money has three basic functions. It serves as a medium of exchange, a standard of value, and a store of value. Anything that serves any of these three functions is a type of money.

Medium of exchange. The single most important use of money is as a medium of exchange. A medium of exchange is any item that sellers will accept in payment for goods or services. As a medium of exchange, money assists in the buying and selling of goods and services because buyers know that sellers will accept money in payment for products or services.

Standard of value. The second use of money is as a standard of value. That is, money provides people with a way to measure the relative value of goods or services by comparing the prices of products. In this way, people can judge the relative worth of different items such as a television and a bicycle. They can also judge the relative values of two different models or brands of the same type of item by comparing their prices.

Money's function as a standard of value is also important to record keeping. Businesses need to figure profits and losses. Similarly, governments must be able to figure tax receipts and the cost of expenditures. Money, because it helps provide some uniformity to these accounting tasks, is also called a unit of accounting.

Store of value. The third function or role of money is that it can be saved or stored for later use. For money to serve as a store of value, two conditions must be met. First, the money must be nonperishable. That is, it cannot rot or otherwise deteriorate while being saved. Second, it must keep its value over time. In other words, the purchasing power of the money must be relatively constant. If both of these conditions are met, many people will accumulate their wealth for later use. If not, most people will be hesitant about saving money today that will be worth little or nothing tomorrow.

Characteristic of Money
To be used as money, an item must have certain characteristics. The five major characteristics of money are durability, portability, divisibility, stability in value, and acceptability.

Durability. Durability refers to money's ability to be used over and over again. Eggs would be a poor choice for money because they are fragile and perishable. Metals such as gold and silver, however, are ideal because they withstand wear and tear well. In fact, many coins minted in ancient times are still in existence.

Portability. Money's ability to be carried from one place to another and transferred from one person to another is its portability. As a medium of exchange, money must be convenient for people to use. Items that are difficult to carry make poor money.

Divisibility. Divisibility refers to money's ability to be divided into smaller units. Combining various coins permits buyers and sellers to make transactions of any size. Divisibility also enhances money's use as a standard of value because exact price comparisons between products can be made.

Stability in value and acceptability. For money to be useful as a store of value, it must be stable in value. Stability in value encourages saving and maintains money's purchasing power. Most people who save money are confident that it will have approximately the same value when they want to buy something with it as it had when they put it into savings.

Acceptability means that people are willing to accept money in exchange for their goods or services. People accept money because they know they, in turn, can spend it for other products.

Types of Money
Money comes in all shapes and sizes. The items used as money are a reflection of the society in which they are used. Money as a rule includes coins, paper money, checks and near money. Checks or checkbook money usually make up more than 70 percent of the nation's money supply, and nearly 90 percent of the transactions in most countries are completed by writing checks. Because checks are payable to the holder of the check on demand, checking accounts are often called demand deposits. Checks are representative money because they stand for the amount of money in a person's account. They are generally accepted because the bank must pay the amount of the check when it is presented for payment. Checks, therefore, are considered money because they are a medium of exchange, a standard of value, and a store of value. Other financial assets are very similar to money. These assets, such as savings accounts and time deposits, are called near money and are not usually considered part of the nation's money supply. Bills of exchange are examples of near money. Though they are easily accessible, these accounts cannot be used directly to buy goods or pay debts. Depositors, for example, cannot pay bills directly from their savings accounts. Since funds in these accounts can be easily converted into cash, however, they are considered near money.

Sources of Money's Value
Money must have and retain value. All money falls into three categories according to what gives the money its value. The three categories of money are commodity money, representative money, and fiat money.
Commodity money. An item that has a value of its own and that is also used as money is called commodity money. Throughout history, societies have used many commodities as money. The ancient Romans sometimes used salt as money. Precious metals such as gold and silver, and gems such as rubies, emeralds, and diamonds, have often been used as money. The majority of nations in the world today use currency – coins and paper bills – for money. The Lydians, an ancient people in Asia Minor, minted the world's first coins about 700 B.C. The Chinese developed the first paper currency, perhaps as early as A.D. 1000 or A.D.1100.

Representative money. Money that has value because it can be exchanged for something valuable is representative money. Checks are representative money because they can be exchanged for currency as long as the check writer has sufficient funds on account.

Fiat money. Value is attached to fiat money because a government decree, or fiat, says that it has value. Coins and paper money are examples of fiat money. The money has value because the government says that citizens must accept paper money and coins for all transactions.

Translate the following words and word combinations or find Russian equivalents.
1. relative value

2. to figure profits and losses

3. tax receipts

4. accounting task

5. to accumulate wealth

6. to withstand wear and tear

7. to mint coins
8. stability in value
9. durability
10. acceptability
11. to make transactions
12. payable on demand
13. checkbook money
14. representative money
15. fiat money
Find English equivalents for the following Russian expressions and words.
1. средство обращения

2. мера стоимости

3. средство накопления

4. ведение учета

5. стоимость затрат

6. единица бухгалтерского учета

7. покупательная способность

8. портативность

9. делимость

10. скоропортящийся

11. депозит до востребования

12. сберегательный счет

13. срочный депозит

14. вексель

15. товарные деньги

Translate the following sentences from Russian into English.
1. На самом деле многие монеты, отчеканенные в древности, всё еще существуют.

2. Сравнивая цены на товары, люди могут судить об относительной ценности различных предметов.

3. Фирмам необходимо подсчитывать прибыли и убытки.

4. Деньги не портятся, поэтому их можно скопить или сберечь для дальнейшего использования. 

5. Иными словами, покупательная способность денег должна быть относительно постоянной.

6. Чеки потому считаются деньгами, что они являются средством обращения, мерой стоимости и средством сбережения. 

10 семестр

GOALS OF ADVERTISING

The general goal of advertising is to increase sales, either immediately or in the future, and to do so profitably. Hence the function of advertising is to inform customers of goods or services and influence people's behaviour.

Goals of advertising are not limited to trying to influence customers; the process of motivating employees and distributors may be fully as important. The impact of company advertising on its employees and particularly its sales force is not always recognized, but can be a very positive effect as they can see that the company is supporting their efforts, and this generally makes their selling job easier.

So, if advertising efforts are to be effectively planned, directed, and evaluated, more specific goals should be established, such as:

• Build morale of a company sales force.

• Announce a special reason for "buying now" (e.g., reduced prices, premiums, limited quantities).

• Reach people inaccessible to salespeople, such as top business executives and professional people.

• Enter a new geographic market or attract a new group of customers.

• Build familiarity and easy recognition of package or trademark.

• Correct false impressions, misinformation, and other obstacles to sales.

• Introduce a new product or a new price schedule.

• Build goodwill for the company and improve its reputation.

• Place the advertiser in a position to select preferred distributors or dealers.

Advertising can be classified into two broad categories: informative and persuasive. Typically any advert contains elements of both. When a product is first launched, sales are low because very few customers are aware that it exists. The role of advertising here may be to inform the public of the product's existence and its particular uses. The same applies when the product has been modified or improved. In some cases, e.g. new cars or scientific calculators, the nature of the product may be such that a large amount of technical information has to be supplied and advertising again may have to be informative. Advertising that informs and educates consumers gives them greater choice in their selection of goods and services. It can be seen as a form of competition between firms and may encourage manufacturers to improve their products to the benefit of the consumer.

Persuasive advertising, as its name implies, is used to try and persuade a consumer to buy a particular product. Such advertising is subjective and contains many statements of opinion rather than fact, e.g. "Carlsberg — the best lager in the world". Persuasive advertising is normally associated with consumer products and is used heavily where differences between products are minor, e.g. toothpaste, baked beans, soap powder, washing liquids and lager. Persuasive advertising has been criticized but nevertheless by 1982, about $60 billion a year was being spent for this kind of advertising in the United States. One of the main drawbacks of persuasive advertising is that it emphasizes the advantages of a product and attempts to make those who do not use the product feel as if they are missing out. It plays on jealousy, envy and 'keeping up with the Joneses'.

There are a number of regulations that control the content of advertisements and firms are required to follow the British Code of Advertising Practice. Some important extracts from this code are:

1. All advertisements should be legal, decent, honest and truthful.

2. All advertisements should be prepared with a sense of responsibility to the consumer.

3. All advertisements should conform to the principles of fair competition as generally accepted in business.

4. No advertisement should bring advertising into disrepute or reduce confidence in advertising as a service to industry and to the public.

The major management problems having to do with advertising are how much money to spend, how to allocate it, how to schedule the advertising, and how to measure its effectiveness.

Once the firm has decided on running the advertising campaign it must then decide on the message, the mass media and the receiver. All these factors will be linked. It could be that the receiver — the so-called target audience — will determine the message and the media. If, for example, the product is a children's toy, the advert should be placed on television at particular times of the day.

In designing the message the advertiser will need to consider the following:

1. The content of the message: this will depend on the type of product and the market in which it is to be sold.

2. Who is the receiver? The message may be directed at a particular group of the population, in which case it may have to be delivered in a particular way using a certain media.

3. The person used to send the message: very often large firms use celebrities that they think are appropriate for the product.

4. The timing and number of messages: an advertiser has a choice between two approaches to an advertising campaign. It can be extensive, where the object is to reach as wide an audience as possible using different media. On the other hand, it can be intensive, where the object is to reach a particular group repeatedly (e.g. products such as lager, coffee, washing powder and toilet rolls are advertised intensively on television).

Having decided on the message, the advertiser then has to choose the most cost-effective medium (or media). This means choosing the medium that delivers the message to the right (and largest) audience at the lowest possible cost. Examples of the media available are: commercial television, independent local radio, newspapers, magazines, billboards, buses, trains and bus shelters. For a firm advertising an industrial product the choice may be limited to exhibitions, specialist magazines and direct mail.

	advertising efforts
	рекламная деятельность

	allocate v
	распределять средства

	be aware of
	знать, сознавать, быть осведомленным

	British Code of Advertising Practice
	Британский свод правил, регулирующий рекламную деятельность

	build familiarity
	создавать осведомленность

	build morale
	укрепить боевой дух

	conform to v
	соответствовать чему-л.

	cost-effective adj
	доходный, прибыльный, рентабельный

	decent adj
	приличный, благопристойный

	decide on v
	выбрать

	direct mail
	почтовая реклама

	disrepute n
	дурная слава; плохая, сомнительная репутация

	drawback n
	недостаток

	goal n
	задача, цель

	goodwill n
	доброжелательность

	impact n
	сильное воздействие; влияние

	increase sales
	увеличить объем продаж

	informative adj
	информативный

	keep up with the Joneses
	быть не хуже других людей

	launch v
	выпускать (товар) на рынок

	legal adj
	законный; легальный

	mass media
	средства массовой информации

	medium n sing (pl media)
	средство, метод

	message n
	рекламное сообщение

	miss out v
	упустить

	persuasive adj
	увещевательный, убеждающий

	place in a position to do smth
	дать возможность делать что-л.

	price schedule
	шкала цен

	recognition n
	узнавание

	run the advertising campaign
	проводить рекламную кампанию

	sales force
	продавцы

	schedule v
	составлять график, планировать

	sense of responsibility
	чувство ответственности

	target audience
	целевая аудитория

	trademark n
	торговая марка


ADVERTISING MEDIA
The function of advertising is to inform and influence people's behaviour, as the general goal of advertising is to increase sales.

The major media used for advertising are newspapers, television, direct mail, magazines, and radio. Each has strengths and weaknesses. Let us now examine the advantages and limitations of the various media.

Newspapers

The typical newspaper circulates in a limited and well-defined area, and this offers advantages to the advertiser interested in geographical selectivity. Since almost everyone reads the newspaper, an intense coverage of the local market can be obtained. Newspapers offer great flexibility because ads can be inserted or removed with only a few days' notice; this makes it feasible to feature prices in most newspaper ads. Circulation costs are low, and because most metropolitan areas have daily newspapers, messages can be presented frequently. But there are several significant limitations to newspaper ads. The paper has a short life — nothing is quite so stale as old news — so it is not likely that advertising will have much influence beyond the day of publication. Newspapers are hastily read, most studies indicate that the average reader spends between 20 and 30 minutes on the paper. Therefore, a message has to make an impression quickly or not at all. Finally, newspapers, being printed on pulp paper, do not have the quality of reproduction and colour that can be achieved in magazine ads. This can be a disadvantage for some car and food ads where the illustration has an important role to play.

Magazines

Although magazines now rank only fifth among the media in total dollar revenue, more manufacturers advertise rather in magazines than in any other medium. A particular advantage of magazines is their selective readership: most magazines appeal to some groups and not to others, such as magazines on hunting and fishing, skiing, jogging, automobiles, etc. A manufacturer can direct a message to the segment of the total market that represents the most potential and thereby have a minimum of waste circulation; in other words, the various specialized magazines enhance a selective market segmentation strategy. Magazines also offer a high degree of geographic selectivity.

Magazines are read in a leisurely fashion, compared with newspapers. Some, such as National Geographic and Fortune, may be kept for years. They are often found in doctors' and 'business' reception rooms, and thereby have a much wider readership than circulation figures would indicate. Most magazines are printed on good paper and provide excellent colour ads. But there are some limitations. Magazines lack flexibility: changes cannot be made for several weeks before publication date — a factor that discourages the use of price in most ads. The infrequency with which magazines reach the market, compared with other media, can also be a drawback.

Direct Mail

Direct mail permits the most selectivity of any media because it reaches only that part of the market the advertiser wishes to contact. It is more personal than other media. It has the greatest flexibility; messages can be tailored to the particular characteristics of the audience. Also, best timing can be assured. A mailing list is a vital part of the direct-mail campaign because the people addressed should really be prospects. A firm may compile its own list from company records, or lists can be bought for almost any category of customer imaginable.

Direct mail offers particular advantages to smaller firms that cannot afford mass media advertising because they need spend only what they can afford or have productive capacity to handle. You can see how the quality of the mailing list, the extent of duplication and the accuracy of addresses, is important. As there is no editorial or entertainment material, much direct mail material is thrown away without even being opened.

Television

Television has grown the most rapidly of the major media. It offers the great advantage of appealing through both the eye and the ear and thereby permits demonstration as well as explanation. It offers tremendous impact; millions can be viewing a program and its commercials at one time.

On the other hand, television is extremely costly. A 30-second commercial on a top-rated network program can cost more than $100,000. Added to this are the costs of developing a commercial — rehearsals, filming, reshooting, dubbing, scoring, animation, printing — and these can add up to many more thousands. However, TV spot costs for a single station, as contrasted with network coverage for all stations, can vary widely and even cost as little as $100 for some shows with lower audience ratings.

It is apparent that TV is most attractive to low-price, repeat sale, mostly convenience goods manufacturers while magazines are strong with distillers and tobacco companies (who are banned from TV and radio). The automobile manufacturers use both media.

Radio

TV did not quite kill radio, as many had predicted. It reaches audiences at low cost: a spot announcement may cost as little as $10. It is very flexible geographically, so that a national firm can pick the areas where it wants to concentrate efforts. The commercial itself can be changed up to broadcast time. Market segmentation is facilitated because many stations concentrate on particular audiences, such as teenagers, country music devotees, classical music enthusiasts, etc. However, radio audiences tend to be extremely fragmented, with many radio stations competing in most areas. Radio shares another disadvantage with TV: the transient nature of any presentation — the message is not available for reference or for rereading.

Outdoor or Billboard

Although only one percent of total advertising expenditures are used for billboards, this medium has been heavily criticized by those concerned with beautifying the nation's highways and by some safety advocates who think such advertising is distracting. It is a highly flexible, low-cost medium and is excellent for reminder advertising. However, copy must be limited and much detail avoided if the message is to be comprehended in the brief period of passing the sign. Usually there is substantial waste circulation so that costs per prospect may be quite high. The automobile companies have been the major users of outdoor advertising.

Advertising has been subject to considerable criticism. Yet, few firms can afford not to do some advertising. Despite the criticisms of advertising, we are far better off with it.

accuracy n точность
ad = advertisement
advantage n преимущество
advertising media средства рекламы

advocate n защитник; сторонник (точки зрения, метода, образа жизни)

appeal v призывать, обращаться

ban налагать запрет, запрещать

be better off жить лучше (материально)

better off состоятельный

billboard n рекламный щит, афиша

broadcast time эфирное время, время вещания

circulation n тираж (газет, журналов), распространение (информации, изданий и т.п.)

circulation costs расходы на сбыт тиража

commercial радио- или телереклама

coverage n освещение в печати, по радио и т.п.

direct mail прямая почтовая рассылка

disadvantage n недостаток

drawback n недостаток, отрицательная сторона

dub v озвучивать (фильм, передачу и т.д.)

enhance v увеличивать, усиливать, улучшать

facilitate v облегчать, содействовать

feasible реальный, выполнимый, осуществимый (о замысле, плане и т.п.)

flexibility n гибкость
frequently adv часто
geographical selectivity территориальная избирательность

impact n влияние, воздействие

limitations ограничивающие обстоятельства

mailing list лист рассылки, список рассылки (список лиц, которым регулярно отправляют рекламные проспекты, приглашения и т.д.)

market segmentation сегментирование рынка

market segmentation strategy стратегия сегментации рынка

mass media средства массовой информации

medium n (pl media) способ, средство

outdoor advertising наружная реклама

pulp paper мягкая, дешевая бумага

quality of reproduction качество воспроизведения и цвета (при печати)

readership n круг читателей

reminder advertising напоминающая реклама

safety advocates сторонники безопасности движения

scoring n озвучивание

selective adj выборочный, отборный, избирательный

selective readership определенный круг читателей

selectivity n селективность, избирательность

spot announcement короткое рекламное теле- или радио-объявление в середине или в конце какой-л. программы

stale adj несвежий, утративший новизну

strengths сильные стороны

tailor v специально приспосабливать для определенной цели, чьих-то нужд, интересов

timing n выбор определенного времени

transient adj мимолетный, недолговечный, скоротечный

vital adj (жизненно) важный, существенный; необходимый

weaknesses слабые стороны, недостатки

with a few day's notice в короткий срок, в течение нескольких дней

SALES PROMOTION

Essential Vocabulary
allot – предоставлять, выделять
bonus pack – набор, содержащий дополнительные товары в качестве премии, за которые не взимается плата

brand – торговая марка

branding – снабжение товара торговой маркой

catch the eye – попасться на глаза, привлечь внимание

check out – подсчитать стоимость всех покупок и выбить чек (в магазине самообслуживания)

check-out = check-out area – касса (место, где производятся расчеты в магазине самообслуживания)

contest – конкурс, соревнование

coupon – премиальный купон (определенное количество купонов дает покупателю право на вещевую премию)

display allowances – скидка (магазину) для компенсации расходов на организацию выставки товара

display materials – материалы для выставки и рекламы товаров (рекламные щиты, плакаты, фотографии и др.)

format – правила игры, проведения соревнований

game slip – игровой купон

incentive – побуждение, стимул

induce – побуждать, склонять, убеждать

merchandising – искусство сбыта; усилия, необходимые для сбыта товара

objective – цель

packaging – упаковка

pick over – отбирать (лучшие экземпляры); выбирать

point-of-sale materials = POS materials – материалы для выставки и рекламы товаров (рекламные щиты, плакаты, фотографии и др.) на месте продажи товара

premium – премия, приз

pricing promotion – ценовое стимулирование

push – настойчивая реклама; проталкивание, раскручивание (какого-л. товара и т. п.)

push money – деньги на стимулирование сбыта

run competitions – проводить соревнования

sample – образец

sampling – стимулирование продаж путем распространения бесплатных образцов товара

shelf space – пространство, выделенное для размещения товара на полках магазина

shopping basket – корзина для отбора товаров (в магазине самообслуживания), покупательская корзина

trading stamps – бумажные марки с объявленной стоимостью (накопление некоторого количества марок дает покупателю право бесплатного приобретения товара из ассортимента того магазина, где получены марки)

Sales promotion covers a wide range of activities aimed at increasing sales of a new product by a sales campaign that encourages customers to buy a particular product.

So, the objective of most sales promotion efforts is to sell more of the product, both during and after the promotional period. The idea is that if the consumer can be persuaded to try the product, he or she may continue to use it.

Sales promotion is often thought of as being the same as advertising. Although the objectives of promotion and advertising are the same, namely, to persuade the consumer to buy, there are differences in the way they are practiced. Sales promotion often takes the form of an incentive, e.g. a free sample or a special offer, or "buy two and get one free".

Sales promotion efforts directed to consumers might be:

· to induce consumers to try the new brand

· to increase average purchases
· to increase brand awareness
Sales promotion efforts directed to dealers might have such goals as:

· to increase shelf space
· to increase dealer enthusiasm
· to obtain more dealers and wider distribution

· to induce dealers to buy in larger quantities

· to help dealers operate more effectively

Sales Promotion Methods Directed to Consumer
The most effective and popular sales promotion methods directed to consumer are as follows:

Packaging and design. The packaging and design of a product is very important if it is to catch the customer's eye. It may have to compete with other product for shelf space, e.g. a supermarket may stock several types of a product but the one that catches the consumer's eye is likely to be the one put in the shopping basket. The key elements of packaging and design include colour, size, display and brand or trademark. A company uses packaging and labels or trademarks to separate its product from those of close rivals. This is sometimes called branding and brand names are a common form of promotion. The packaging of products has undergone a revolution in recent years. Soft drinks, for example are now sold in cans or plastic bottles rather than in large and heavy glass bottles.

Games and competitions. These are becoming commonplace in promoting sales of a product or service. Supermarkets, garages and travel agents often run competitions to increase sales. Newspapers have tried bingo games to increase their circulation. The prizes to be won are very attractive, e.g. 1 million, a 2-week holiday, or a car.

Games and contests are conducted only for a limited time, after which a new contest or game may be introduced. In one format, customers attempt to collect particular sets of game slips that qualify them for prizes. As game slips are distributed free with a purchase, the object is to encourage customers to purchase more frequently and more consistently in order to acquire more game slips and thus have a better chance of winning.

Pricing promotions. The idea behind a pricing promotion is to try and persuade consumers that they are getting value for money, e.g. 25 % extra free, special bonus pack, two for price of one, and 10 pence off. A seasonal sale to clear out stock from the previous season to make room for the new season's collection is a further example of pricing promotion.

Sampling. One means of launching a new product is to provide free samples of it to households. These samples can be delivered door or through a particular magazine. Hair products, washing powders/liquids and fabric softeners are often launched this way. The company hopes that once consumers have tried a small sachet sample of the product, they will go and buy the larger size bottle or packet at the shop.

Merchandising. This involves the layout of the shop, the placing of the item in the store, the use of colour and point-of-sale materials, or POS materials. It is often called the "silent salesman" or "selling through technique". The best or prime selling spots in a supermarket are the check-out areas, the shop perimeter and eye-level shelves. A child's attention is easily caught by the sweet at the check-out. Less popular products may be placed near the front of the store, with the popular items at the back. Customers may then pick up some of the less popular items on their way through the shop.

Some other very popular promotional methods directed to consumer are coupons, trading stamps, premiums, exhibitions and demonstrations, direct mail, personal appearances.
Sales Promotion Methods Directed to Dealers
Sales promotion methods directed to dealers include sales meetings, special training seminars and even factory visits provided for dealers and their salespeople. Because many products today are technical and complex, the knowledge of a dealer's salespeople can be the deciding factor in picking the sale for one brand over another.

Display allowances may be offered to dealers instead of or along with display materials. These are special monetary incentives for dealers to feature certain brands or to allot them more shelf space.

Also, in efforts to stimulate greater push by dealer salespeople, a manufacturer may offer special premiums, such as prizes, trading stamps, or push money. For example, it is common for a manufacturer, to pay a small commission for each item of that manufacturer's brand sold by a retail clerk. Automobile firms are the most frequent users of incentive programs; for example, they offer contests and free trips for their dealers' salespeople and even for the dealers themselves.

Exercises
Translate the following words and word combinations or find Russian equivalents.
1. range of activity

2. to encourage customers

3. promotion efforts

4. buy two and get one free

5. brand awareness

6. to increase shelf space

7. pricing promotion
8. point-of-sale materials
9. sales meeting
10. monetary incentive
 Find English equivalents for the following Russian expressions.
1. кампания по организации и стимулированию сбыта

2. цели стимулирования сбыта

3. бесплатный образец

4. специальное предложение

5. повысить узнаваемость торговой марки

6. привлечь внимание потребителя

7. покупательская корзина

8. наиболее выгодное место для продаж

9. методы стимулирования сбыта

10. скидка (магазину) для компенсации расходов на организацию выставки товара

Translate the following sentences front Russian into English.
1. Газеты пробовали использовать лотерею «бинго» для повышения тиража.

2. Внимание ребенка легко привлекается конфетами около кассы.

3. Супермаркеты, гаражи и туристические агентства часто проводят конкурсы для повышения эффективности сбыта.

4. Стимулирование сбыта часто принимает форму побуждения, например «купи два и получи один бесплатно».

5. Средства стимулирования сбыта должны помочь дилерам действовать более эффективно.

Free Word-of-Mouth Marketing

(Маркетинг и повседневное общение людей)

Each year every person in the United States spends about $600 to cover the costs of huge amount that businesses spend on advertising. A family of four spends about $2400 each year. Whether or not we want to spend this much is irrelevant. That’s what it costs businesses in the USA each year. And, this does not include the additional billions of dollars spent each year on point of purchase displays, other merchandising, packaging and product placement fees. What do we get for our $600 each year? Millions of radio and TV commercials, billboards, and advertisements in newspapers and magazines — we are bombarded with thousands of advertising messages (some of them wasteful) every day.

So many advertising messages rush at us daily, we cut through all that type (which often we do not trust) to get the essence of the messages we need. Word-of-mouth (which usually we trust) allows us to sort it all out. By using the principles of word-of-mouth marketing, these businesses and, in turn, you and I, could be spending a whole lot less cash each year.

Unique among other promotion methods, word-of-mouth is the only known promotion method that is both the means of marketing and the end of marketing. It is not only a dynamic method to communicate with consumers. Also, it is the goal to which most organizations strive. Vigorous positive word-of-mouth is the quintessential sign of success in a competitive global marketplace.

Managing your successful word-of-mouth marketing program should start by using three simple steps. As you consistently apply these three steps, you can embellish them with additional activities as you have time and resources. These three steps apply universally to any enterprise, business, or organization. With these three powerful elements you will never be at a loss to know what should be doing to build positive word-of-mouth.

The three steps are:

1. FIND champion customers (and other loyal supporters),

2. INSPIRE these champions (opinion leaders), to spread your reputation,

3. THANK your champions when they bring you referrals.
DEFINING ECONOMICS

Economics is a science concerned with how people use available resources to satisfy their wants through the process of production and exchange.

There have been many definitions of economics in the past. The earliest definitions envisaged economics as the study of wealth and the older name for economics was "political economy". Later economics was defined as "the practical science of the production and distribution of wealth".

At the turn of the 19th century economists defined economics as a study of man's actions in the ordinary business of life. At that time economics focused on how men got their incomes and used them.

In more recent years, the subject of economics was defined more precise​ly as "the science which studies human behaviour as a relationship between ends and scarce means which have alternative uses". ,

Today economics deals with data on income, employment, expenditure, prices, production, consumption, transportation and trade.

economics n - экономика (наука)

be concerned with - заниматься чём-л., касаться чего-л.

resources n - ресурсы

wants n - потребности

definition n - определение

envisage v - рассматривать

wealth n - богатство

define v - определять

distribution n - распределение

income n - доход
precisely adv - точно
relationship n - связь, отношение
scarce adj - дефицитный
alternative adj - альтернативный
expenditure n - расходы
consumption n - потребление
ECONOMICS AND ITS GREAT MAN

1. Economics is a social science concerned with how mankind organises itself to accommodate scarce resources to their wants through the process of production, substitution and exchange.

2. By the beginning of the eighteenth century economics had taken shape as an academic discipline, largely as a branch of political economy. It should be noted that the old name for economics was "political economy". Adam Smith was the founding father of modern economics as an academic discipline.

3. Adam Smith was born in 1723. For most of his life he was a professor of philosophy in Glasgow, Scotland. His first and only economics book, The Wealth of Nations, was not published until 1776, when he was 53.

4. Smith's purpose was to explain why some nations become wealthier than others. He was fascinated by the rise of industrialism in the England and Scotland of his time.

5. Over his lifetime Adam Smith's economic investigations ranged from the theory of trade to economic growth and an attempt to model the working of the economy. He believed that a free market would maximise the welfare of the population. It followed from his works that the role of government in the economy should be minimal. The government should provide defence, justice and public works. The only market intervention should be to prevent monopoly and to promote competition.

6. Smith argued that competitive business was not just a possible way but the best way to increase the wealth of a nation. He thought government restraints on competition did more harm than good.

7. Division of labour was seen by him as the source of society's capacity to increase its productivity. According to Adam Smith technical progress and free trade between nations were central to economic growth. If a country wished to improve its standard of living it had to export more than it imported.

BASICS OF ECONOMICS
The study of the choices people make in an effort to satisfy their wants and needs is called economics. Wants and needs refer to people's desires to consume certain goods and services. In economic terms, a good is a physical object that can be purchased. A record, a house, and a car are examples of a good. A service is an action or activity done for others for a fee. Lawyers, plumbers, teachers, and taxicab drivers perform services. The term product is often used to refer to both goods and services.

The people who wish to buy goods and services are called consumers and the goods that they buy are called consumer goods. The people who make the goods and provide services that satisfy consumers' wants and needs are called producers.

Economists generally classify as needs those goods or services that are necessary for survival. Food, clothing, and shelter are considered needs. Wants are those goods or services that people consume beyond what is needed for survival.

The need for making choices arises from the problem of scarcity. Scarcity exists because people's wants and needs are greater than the resources available to satisfy them. Thus people must choose how best to use their available resources to satisfy the greatest number of wants and needs.

A resource is anything that people use to make or obtain what they want or need. Resources that can be used to produce goods and services are called factors of production.

Economists usually divide these factors of production into three categories: (1) natural resources, (2) human resources, (3) capital resources. Today many economists have added technology and entrepreneurship to this list.

Natural Resources

Items provided by nature that can be used to produce goods and to provide services are called natural resources. Natural resources are found in/or on the earth or in the earth's atmosphere. Examples of natural resources on the earth are fertile land, vegetation, animals, and bodies of water. Minerals and petroleum are examples of natural resources that are found in the earth. Atmospheric resources include the sun, wind and rain. A natural resource is considered a factor of production only when it is used to produce goods and to provide services.

Human Resources

Anyone who works is considered a human resource. Any human effort that is exerted in production process is classified as a human resource. The effort can be either physical or intellectual. Assembly-line workers, ministers, professional sports figures, physicians, store clerks, and sanitation engineers are all human resources.

Capital Resources

The money and capital goods that are used to produce consumer products are called capital resources. Capital goods include the buildings, structures, machinery, and tools that are used in the production process. Department stores, factories, industrial machinery, dams, ports, wrenches, hammers, and surgical scalpels are all examples of capital goods.

Economists make an important distinction between capital goods and consumer goods. Capital goods are the manufactured resources that are used in producing finished products. Consumer goods are the finished products - the goods and services that consumers buy.

Some products can be either capital goods or consumer goods, depending on how they are used. A bicycle purchased for personal use is a consumer good. The same is not true when the bicycle is purchased by a New York messenger service. Because the messenger service will use the bicycle to make deliveries — to provide a service — the bicycle is considered a capital good.

Technology

The use of science to create new products or more efficient ways to produce products is called technology. Technology makes the other factors of production — natural, human, and capital resources — more productive. Technological advances in the computer industry, for example, have increased efficiency in the workplace.

Entrepreneurship

The risk-taking and organizational abilities involved in starting a new business or introducing a new product to consumers are called entrepreneurship. The goal of entrepreneurship is to create a new mix of the other factors of production and thereby create something of value. The entrepreneur is a person who attempts to start a new business or introduce a new product.

capital goods - основные средства, средства производства

capital resources - капитал компании, собственные фонды

consumer n - потребитель

consumer goods - потребительские товары, товары народного потребления

economics n - экономика, народное хозяйство

entrepreneur n - предприниматель

entrepreneurship n - предпринимательство

factor of production - движущая сила производства

fee n - вознаграждение, гонорар, for a fee - за плату

goods n - товар, товары

human resources - кадры, персонал, людские резервы

natural resources - природные богатства

need n - первостепенная необходимость, жизненная потребность

producer n – производитель

product n – продукт, продукция

production n – производство

purchase n - покупка, закупка, v – покупать, закупать

resource n – ресурсы, возможности

satisfy v - удовлетворять (кого-л.; чьи-л. требования, запросы)

scarcity n – нехватка, дефицит

service n – оказание услуг, обслуживание

survival n – выживание

technological advances – технический прогресс

technology n – техника, технические и прикладные науки

want n – необходимость, потребность, нужда

TYPES OF BUSINESSES
Objectives of Business Organizations

Business organizations are established to meet wants in society. Private businesses are formed mainly to provide for material wants (i.e. goods and services) and commercial wants (i.e. banking, insurance) in society. Government Organizations, on the other hand, tend to satisfy society's desire for defence, law and order, education and social welfare.

Organizations are thus established to meet wants in society. In meeting these, organizations will set very definite and clear aims, e.g. a manufacturing firm will want to stay in business and make a profit. The aims of an organization are normally decided by the board of directors, or in the case of public organizations by government ministers.

The most common forms of private business organizations are sole proprietorships, partnerships and corporations.

Sole Proprietorships

A business owned and controlled by one person is a sole proprietorship. Sole proprietorships are the oldest, simplest, and most common of all types of businesses.

Because the financial resources available to one person often are limited, sole proprietorships tend to be enterprises that require small amounts of capital to start and operate. Many doctors, dentists, lawyers, bakers, and beauticians organize as sole proprietors to provide professional services. Other services offered by sole proprietors include plumbing, carpentry, dry cleaning and lawn care. Many construction companies, small grocery stores, florists, other small retail stores, farms, real estate firms and insurance firms are also organized as sole proprietorships.

Partnerships

A partnership is a business that is owned and controlled by two or more people. As in the case of sole proprietorships, partnerships are concentrated in businesses that require relatively small amounts of money to start and operate. Small retail stores, farms and construction companies are often organized as partnerships. People in service occupations, such as doctors, lawyers, accountants, and photographers, also form partnerships. Many of these partnerships may have started as sole proprietorships. A partnership begins when two or more people agree to operate a business together. Partnership can be general or limited. In order to avoid later conflicts, the partners usually formulate a written agreement called a partnership contract. A partnership contract outlines the distribution of profits and losses. It details the specific responsibilities of each partner and includes provision for adding or dropping partners and dissolving the partnership.

Corporations

A corporation is a business organization that is treated by law as if it were an individual person. A corporation can do everything that a sole proprietorship or a partnership can do. It can, for example, buy property and resources, hire workers, make contracts, pay taxes, sue others and be sued and produce and sell products. A corporation, however, is owned by stockholders. Stockholders are individuals who invest in a corporation by buying shares of stock. Stocks are the certificates of ownership in the corporation. Stockholders invest in a corporation in order to make a profit.

Types of Corporations. A corporation may be either publicly owned or closed. A publicly owned corporation allows its shares to be purchased by anyone who chooses to invest in the business. Most corporations today are publicly owned. A closed corporation is owned by a limited number of shareholders. People outside of this limited group may not buy shares in the corporation.

Aims of Private Organizations

Profitability is the main aim of private organizations but it is important to realise that a business will have other aims. These include:

1. Survival: most of the time firms will not be worried about this. However, particularly in times of economic difficulty - such as recession - surviving will become an important short-term aim of the firm. In order to survive, the firm may have to make workers redundant and close some of its factories.

2. Growth: not all firms want to grow continually but growth is closely associated with survival. Very often, particularly for firms in highly competitive situations, e.g. computing and electronics, growth and development are the only way to ensure survival. Furthermore, shareholders and employees may benefit from the growth of the company.

3. Image: how the public at large views a company can be particularly important, and to this end a number of companies have public relations departments that have specific responsibility to improve the image of the company. A tarnished image can very often lose the company business

aim n - намерение, цель; to set an aim – ставить цель

business organization - коммерческая организация

commercial wants - коммерческие потребности

competitive adj – конкурентоспособный

corporation n - акционерное общество; корпорация

distribution n - распределение

establish v - основывать, учреждать

general partnership - компания/товарищество с неограниченной ответственностью

government organization - правительственная организация

growth n - рост, развитие

invest v – инвестировать, вкладывать деньги, капитал

limited partnership - компания/товарищество с ограниченной ответственностью

make a profit - получать прибыль

material wants - материальные потребности

meet wants - удовлетворять потребности

partnership contract = partnership agreement - договор/соглашение о сотрудничестве

partnership n – товарищество, партнерство

private business – частное предприятие

private organization – частная организация

profitability n - рентабельность, прибыльность, доходность

provision of a contract - условие договора

public at large - широкий круг людей

public organization - общественная организация

shareholder n - акционер

shares n pl - акции

social welfare - социальное обеспечение

sole proprietorship - единоличное владение

stock n - акционерный капитал; основной капитал; фонды

stockholder n - акционер, владелец государственных ценных бумаг; пайщик

stocks n pl – государственные ценные бумаги

sue v – подавать в суд, возбуждать иск, предъявлять иск

survival n – выживание (на рынке)

to this end – с этой целью

ECONOMIC INTERDEPENDENCE AND INTERNATIONAL TRADE

International trade is the voluntary exchange of goods and services between people in different nations. For thousands of years people have benefited from international trade, which provides them with products not available in their homeland. By the mid-1980s international trade amounted to about $2 trillion annually.

At the basis of international trade are the concepts of specialization and economic interdependence. When individuals or businesses produce a single or very narrow range of products, it is called specialization. Many individuals and businesses specialize because by concentrating their efforts on the production of a narrow range of products they are able to increase productivity.

Specialization, however, leads to a decrease in self-sufficiency. If individuals and businesses concentrate on the production of specific goods and services, they must rely on other people to furnish the remaining products that are needed to satisfy their wants and needs. Economists call such dependence economic interdependence.

The same process of specialization and economic interdependence takes place on a national level in international trade. As people in various nations specialize to use their resources better, the nations become less self-sufficient. The political and business leaders of these nations turn to international trade to fulfill some of their wants and needs.

Absolute and comparative advantage. The world's resources are unevenly distributed. Each nation has a different quantity and quality of natural, human and capital resources. The unequal distribution of resources affects what and how much goods and services a nation can produce.

Two concepts help people to decide which goods and services to produce for export. The two concepts are: absolute advantage and comparative advantage.

Absolute Advantage

The distribution of resources often gives a nation an absolute advantage in the production of a particular product. Absolute advantage means that using the same resources one nation can produce a product at a lower cost than a second nation.

Brazil, for example, enjoys an absolute advantage over the United States in coffee production. Brazil's resources — especially its land, climate and inexpensive labor force — enable it to produce large quantities of coffee at a relatively low price compared to the costs for coffee production in the United States. Thus, it is to Brazil's advantage to export coffee to the United States.

The United States, on the other hand, enjoys an absolute advantage over Brazil in many other areas, particularly in the production of manufactured goods. The United States has well-tapped natural resources, a highly skilled labor force and well-developed means of production for consumer and capital goods. Thus, it is to the advantage of the United States to export manufactured goods to Brazil.

Comparative Advantage

Although nations have an absolute advantage in the production of numerous goods and services, they generally specialize in the production of those items in which they have a comparative advantage. A comparative advantage is the advantage that arises from being able to produce a product at a lower opportunity cost relative to other products.

A nation determines its areas of comparative advantage by calculating the economic benefits received from producing various goods and services. The nation then chooses to specialize in the production of those goods and services that provide the greatest economic benefits. In other words, the nation specializes in those products that can be produced at the least expense relative to the other products that the nation might produce.

Difference Between Absolute Advantage and Comparative Advantage

A nation's absolute advantage is measured in relation to other nations. A nation has an absolute advantage in the production of a product any time it can produce that product at a lower cost than can other nation. A nation's comparative advantage is measured in relation to all of the goods and services the nation produces. A nation has a comparative advantage in those products that have the lowest opportunity costs.

By specializing in the production of the product it can produce most efficiently, each nation is able to make the best use of its available resources. International trade then allows each nation to enjoy the most products at the lowest opportunity costs.

absolute advantage - абсолютное преимущество
calculate the economic benefits - подсчитывать экономическую выгоду
comparative advantage - сравнительное преимущество

cost n - стоимость

decrease in self-sufficiency - уменьшение экономической самостоятельности

economic interdependence - экономическая взаимозависимость

international trade - международная торговля

manufactured goods - промышленные товары

narrow range of products - ограниченный ассортимент продукции

productivity n - производительность

specialization n - специализация

unequal distribution of resources - неравномерное распределение ресурсов

voluntary exchange of goods - добровольный обмен товарами

well-developed means of production for goods - хорошо развитая база средств производства товаров

well-tapped natural resources - хорошо разработанные природные ресурсы

CORPORATE COMBINATIONS IN THE USA
The most common way of joining businesses is through mergers. A merger occurs when one company absorbs another. In a merger, the absorbed company is often forced to abandon its identity.
In the 1980s, the number of mergers increased dramatically. Between 1980 and 1985, more than 60 of the top 500 corporations in the United States merged with other companies. Multibillion-dollar corporate mergers in the mid-1980s included Nestie's acquisition of Carnation, Capital Cities Communications' acquisition of the American Broadcasting Corporation (ABC), and General Motors' acquisition of Hughes Aircraft Company. In 1985 alone, more than 3.000 mergers and acquisitions occurred.
Three types of business mergers take place — horizontal combinations, vertical combinations, and conglomerate combinations.
Horizontal Combinations
A merger between two or more companies that produce the same good or service or dominate one phase of the production of a good is a horizontal combination. The Standard Oil Company provides a classic example of a horizontal combination. In the 1870s, John D. Rockefeller and his associates formed the Standard Oil Company of Ohio.
Over the next 12 years, Rockefeller’s group purchased refineries throughout the United States. By 1882, Standard Oil controlled almost all of the country's oil industry. The Standard Oil Trust was formed in 1882 to unify the management of the various companies under Standard Oil's control. In the same year Standard Oil of New Jersey was chartered as one of the companies within the trust.
Vertical Combinations
A merger between two or more companies that are involved in different phases of the production of the same good or service is a vertical combination. The founding in the United States Steel Corporation in 1901 combined companies involved in different phases of the production and distribution of steel. The combined companies owned ore deposits, iron mines, coal mines, shipping companies, railroads, and steel mills. United States Steel's founder, J.Pierpont Morgan, built the world's first billion-dollar corporation through the merging of these varied companies.

Conglomerate Combinations
A merger between two or more companies producing or marketing different products is a conglomerate combination. While horizontal and vertical combinations have been common since the mid-1800s, conglomerate combinations did not become common until the 1960s and 1970s.
The classic example of a conglomerate is the International Telephone and Telegraph Corporation (ITT). Until the 1950s ITT manufactured only telecommunications equipment. During the 1960s and 1970s, however, ITT acquired hundreds of subsidiaries - acquired companies that have not been forced to abandon their corporate identities.
Today ITT owns companies in more than 80 countries and is involved in such varied enterprises as in production of frozen foods and plumbing supplies and in operation of computer services, consumer finance companies and hotels.
Trends in Corporate Combinations
The trend toward conglomerate combinations began in the 1960s and carried into the 1970s. Conglomerate mergers helped to build corporate empires for ITT, Gulf & Western, and many other major producers. During the 1980s, however, a trend toward vertical and horizontal combinations redeveloped. Companies in the 1980s tended to merge with other companies that produced the same or related goods or services.
Advantages of combinations. One of the major business advantages of corporate mergers is efficiency. By centralizing decision making within an industry, corporate combinations, especially horizontal and vertical combinations, can increase efficiency. Costs also can be cut by eliminating unnecessary or overlapping jobs and departments.
A second business advantage of mergers is that buying an existing business is often far less expensive than building new plants, hiring new employees, or acquiring additional capital in order to expand. In most mergers, the acquiring corporation obtains additional capital resources and experi​enced management and employees.

A third business advantage of mergers is that the increased size of merged corporations often makes it possible to borrow more capital. This additional capital can be used for such improvements as enlarging the sales force or modernizing production facilities. In general, larger corporations also are able to compete more effectively in the marketplace.
Disadvantages of combinations. Corporate combinations may result in disadvantages for the merged corporation stockholders and consumers. Corporate mergers sometimes have negative consequences for the merged corporations, both from the standpoint of corporate performance and from the standpoint of worker satisfaction.
In some instances, especially in conglomerates, the managers of merged corporations may not have the necessary skills to supervise the production of newly acquired goods and services. Lack of supervisory skills can result in decreased efficiency and profits.
Mergers also may result in added unemployment because of changes in business operations. Employees may be reshuffled and some people may be laid off. The employees who stay on the job sometimes suffer from low morale due to altered job descriptions or other negative changes that occur in the workplace. While mergers usually are beneficial for stockholders in the acquired company, almost half of all major mergers in the United States result in a decrease in the value of the purchasing corporation's stock. For consumers, one of the major disadvantages of corporate mergers is that they often lead to decreased competition in the marketplace. This lack of competition may result in higher prices for con​sumers. It also may limit the choices available to consumers by reducing the number of competing goods and services.
Words and Expressions
abandon v - покидать, отказываться, прекращать
absorb v - поглощать, всасывать
acquisition n - приобретение, поступление
charter v - давать привилегию
coal mine - угольная шахта
conglomerate combination - конгломератное объединение
corporate merger — корпорационное слияние
corporate performance - совместное функционирование
corporation n - корпорация, объединение, акционерное общество
efficiency n - продуктивность, производительность

horizontal combination - горизонтальное объединение

identity n - индивидуальность; своеобразие; особенность

iron mine - шахта по добыче железной руды

lay off v – увольнять

merger n - слияние, объединение

ore deposit - залежи руды
production of frozen foods - производство полуфабрикатов

refinery n — нефтеочистительный завод

related goods - взаимосвязанные товары

reshuffle v - перегруппировывать, менять местами

sales force - продавцы, торговые агенты

steel mills - сталелитейные заводы

vertical combination - вертикальное объединение
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