Unit 2.

Factors of Production

Text 2A

1. Before you start.
e  Define the three factors of production — labor, capital, and natural
resources.

e  Explain the role of technology and entrepreneurs in the utilization

of the economy’s factors of production.

2. Read the words and learn them by heart. Make up your own sentences with them.
1. Toconcern — uMeTh OTHOIICHHE K, OCCIIOKOMThCS
2. Satisfaction — ynoBnetrBopeH#ue, y10BOIbCTBHE
3. To satisfy — ynoBierBopsTh, OTBe4aTh (TPEOOBAHHSIM,
CTaHJapTaMm)

To derive — mony4ars, U3BJIEKaTh, IPOHUCXOIUTH

To pursue — ciegoBath, 3aHUMaThHCS (4eM-JTH00)
Utility — moss3a, 001eCTBeHHAS TTOJIE3HOCTD
Labor — pabota, Tpyx

Capital — kanuTan, cocTosiHue
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Natural resources — mpupoHsie pecypchl

10. To pool one’s resources — 00beIUHATH CBOH PECYPCHI

11. Effort — ycunwue, momsiTKa

12. To apply — npumMeHsTh, ymoTpeOdasTh, 00paIaThCs C MPOCKOOH, MPOCUTH (0 YeM-TH00)
13. Application — npakTuyeckue npuMeHeHHE, yIOTpeOIeHNE

14. Core — cyTh, CYIIHOCTh, CEPALIEBHHA, PO

15. To enforce — ycunuBaTh, HaCTauBaTh Ha

16. To gain skills — mprobperats HaBbIKK

17. To acquire — mpuoOpeTaTh, OIyYaTh, OBIAJACBATH (KAKUM-THOO HABHIKOM)
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18. Cleaver — KyXxOHHBI TOIOPHK

19. Hook — kprouok, Kprok

20. Grinder — npobuiika, KodeiiHas MeIbHHUIIA

21. To butcher — 3abuath, pe3arh, pa3e/IbIBaTh MACHYIO TYIILY HIH PHIOY
22. Screwdriver — oTBEpTKa, HIypyMOBEPT

23. Wrench — népranue, BbIKpyIHBaHNE

24. Score — cuér

25. Assets — akTuBBI OajaHca, IMYIIECTBO, KalMTAall

26. Stocks — akiiuu, akIIMOHEPHBIH KaruTa

27. Bonds — o6mmmranun
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3. Read the text 2A, translate it and compare your ideas in ex.1 with the
facts.
_ Factors of Production
Reading
Choices concerning what goods and services to produce are choices

about an economy’s use of its factors of production, the resources available to it for the
production of goods and services. The value, or satisfaction, that people derive from the goods
and services they consume and the activities they pursue is called utility. Ultimately, then, an
economy’s factors of production create utility; they serve the interests of people.

The factors of production in an economy are its labor, capital, and natural resources.
Labor is the human effort that can be applied to the

production of goods and services. People who are

Natural

: : Labour Resources Capital
employed or would like to be are considered part of | ity R

the labor available to the economy. Capital is a factor
of production that has been produced for use in the

production of other goods and services. Office

buildings, machinery, and tools are examples of capital. Natural
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httos://aerdzeitler files.wordoress.com

resources are the resources of nature that can be used for the production of goods and services.

The three basic building blocks of labor, capital, and natural resources may be used in

different ways to produce different goods and services, but they still lie at the core of production.

Labour

Labor is human effort that can be applied to production. People who work to repair tires,

pilot airplanes, teach children, or enforce laws are all part of the economy’s labor.
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I People who would like to work but have not found
Honor Labor! _
L, employment — who are unemployed — are also considered part of
/ the labor available to the economy.
In some contexts, it is useful to distinguish two forms of
labor. The first is the human equivalent of a natural resource. It
is the natural ability an untrained, uneducated person brings to a

particular production process. But most workers bring far more.

Slomin
http://venturepilot.co.uk/images/honour

experience that can be used in production are called human capital. Students who are attending a

The skills a worker has as a result of education, training, or

college or university are acquiring human capital. Workers who are gaining skills through
experience or through training are acquiring human capital. Children who are learning to read are
acquiring human capital.

The amount of labor available to an economy can be increased in two ways. One is to
increase the total quantity of labor, either by increasing the number of people available to work
or by increasing the average number of hours of work per week. The other is to increase the
amount of human capital possessed by workers.

Capital

Long ago, when the first human beings walked the earth, they produced food by picking
leaves or fruit off a plant or by catching an animal and eating it. We know that very early on,
however, they began shaping stones into tools, apparently for use in butchering animals. Those
tools were the first capital because they were produced for use in producing other goods — food
and clothing.

Modern versions of the first stone tools
include saws, meat cleavers, hooks, and grinders;
all are used in butchering animals. Tools such as
hammers, screwdrivers, and wrenches are also
capital. Transportation equipment, such as cars
and trucks, is capital. Facilities such as roads,

bridges, ports, and airports are capital. Buildings,

too, are capital; they help us to produce goods and services. http>://siIiconangle.com/fiIes/2011/12/ca
Capital does not consist solely of physical objects. The score for a new symphony is

capital because it will be used to produce concerts. Computer software used by business firms or
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government agencies to produce goods and services is capital. Capital may thus include physical
goods and intellectual discoveries. Any resource is capital if it satisfies two criteria:

1. The resource must have been produced.

2. The resource can be used to produce other goods and services.

One thing that is not considered capital is money. A firm cannot use money directly to
produce other goods, so money does not satisfy the second criterion for capital. Firms can,
however, use money to acquire capital. Money is a form of financial capital. Financial capital
includes money and other “paper” assets (such as stocks and bonds) that represent claims on
future payments. These financial assets are not capital, but they can be used directly or indirectly
to purchase factors of production or goods and services.

Natural Resources

There are two essential characteristics of natural resources. The first is that they are found
in nature — that no human effort has been used to make or alter them. The second is that they can
be used for the production of goods and services. That requires knowledge; we must know how

to use the things we find in nature before they become resources.

(Source: Principles of Microeconomic; http://www.saylor.org)

4. Say if the sentences concerning Text 2A are true or false.

1. The value that people derive from the goods and services they consume and the activities
they pursue is called worthlessness.

2. Factors of production serve the interests of people.

3. The factors of production in an economy are money, goods and real estate.

4. Office buildings, machinery, and tools can be called capital.

5. People who do not work are not considered part of the labor available to the economy.

6. The skills a worker has as a result of education, training, or experience that can be used in

production are called human capital.

7. The first capital were the tools shaped from stones that people used in butchering

animals.

8. Buildings are not considered to be capital, as they do not take part in producing goods

and services.
9. Capital may include physical goods and intellectual discoveries.
10. We do not need any special knowledge and understanding of how to use the things we

find in nature before they become resources.
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5. Answer the following questions.
1. What are the choices concerning what goods and services to
produce?

2. What do an economy’s factors of production serve?

3. What are the three factors of production?
Describe labour as a factor of production?

Define two forms of labor.

4
5

6. Give examples of human capital.

7. How can the amount of labor available to an economy be increased?
8. What was the first capital used in producing other goods?

9. Single out the examples of capital?

10. What criteria any resource must satisfy to become capital?

11. Why money is not considered capital?

12. What does financial capital include?

13. Name two essential characteristics of natural resources.

6. Give English equivalents of the following words and word combinations from Text 2A.
[Ipon3BOACTBO TOBAPOB W YCIYT, CO3JAIOT TMOJIE3HOCTh, CIYKAT HMHTEpPEcaM JIIOJIEH,
MOX€ET OBIThb IMPUMCHCH, YCJIOBCYCCKUC YCUIINA, COCTABJIATH CEPALCBHUHY, OCHOBHBIC
COCTaBJIAOIIUEC, 3aTpaTbl YCJIOBCYCCKOI'0O Tpyda (pr,ZLOéMKOCTB), CJICAUTH Ha CO6J'IIOI[6HI/ICM
3aKOHOB, YE€JIOBEUYECKUN SKBUBAJICHT, 3HAUUTEIHHO OOJbllle, MPUOOPETAaTh HABBIKH, IPUIABATh
dbopMmy, MO Bcell BUIUMOCTH (OYEBUAHO), 3a00M CKOTa, TPAHCIOPTHOE OOOpPYIOBaHUE,
BCIIOMOT'aTCIIbHBIC CPCACTBA, MY3bIKa K CHM(bOHHH, HpI/IO6peTaTL KaruTalml, 6YMa)KHBIe AKTHBBI,

TpC6OBaHI/I$I yIjiaTbl, BHOCUTb U3MCHCHUS.

7. Speaking. Explain whether each of the following is labor, capital, or a natural resource.

Explain your thoughts.

Q 1. An unemployed factory worker. 5. An untapped deposit of natural gas.
2. A college professor. 6. The White House.
‘ ‘ 3. The library building on your campus. 7. The local power plant.

Speaking 4. Yellowstone National Park.
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. Using vocabulary in ex.2 match the words with their definitions.

Word Definition

. resource a. things that you can get, buy or find; or a person who is free to see

and talk to people.

. labour b. interested in smth.

. capital c. the knowledge and skill that you have gained through doing smth.

for a period of time.

. available d. the practical use of smth., especially a theory, discovery, etc.

. concerned e. a supply of smth. that a country, an organization or a person has and

can use, especially to increase their wealth.

. application f. a large amount of money that is invested or is used to start a
business.
. experience g. the ability to do smth. well.
. skill h. work, especially physical work.
Text 2B

1. Before you start.

e What natural resources do you know?

e Natural resources are means of existence; without them, a man
cannot live and he searches them in nature. Express your ideas on this
thought.

e How do you understand the fact that natural resources are distributed irregularly on
earth? Speak about diverse resource availability.

2. Read the words and learn them by heart. Make up your own
sentences with them.
1. To manufacture - MIPOU3BOJIUTE, U3TOTOBJISTD,

nepepadaTbIBaTh

2. Nuisance — nocana, HeMPUATHOCTH, IOMEXa, HEYJJ00CTBO
3. To0 00ze Up — COYUTHCSI, MEUICHHO BBITEKATH
4. To be dismayed — npuiit B oJHOE CMATEHHE

5. To be delighted — GbITh 1OBOJIBHBIM, OBITH OY4aPOBAHHBIM

24



To refine — ounmiare, pahuHUPOBATH, YITyUIIaTh, 00JIATOPAKUBATD
To include — conepxaTh, BKIIHOYaTh, IMETh B CBOEM COCTaBE

To implement — BBITIOHATH, OCYIIECTBIIATH, IPUBECTH B UCIIOJIHEHHUE, BHEAPHUTh
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Implementation — ocymiecTBieHue, BHEAPEHNE, pealn3aliys, BOIUIONICHHUE
10. To expand — pacmupsTh, pa3BUBaTh, paCpOCTPAHSITH

11. Entrepreneur — npeanpuHuMaTeb, BIaaemel] NpeAnpUsTUs

12. Allocation — pa3mernenue, pacupeaeicHie, OTYHCICHNUE

13. To affect smth. — BiusaTs, neficTBOBaTH Ha YTO-INOO

3. Read the text 2B, translate it and compare your ideas in ex.1 with the

facts.

, Oil as a Natural Resource
Reading

Let’s consider oil. Qil in the ground is a natural
resource because it is found (not manufactured) and
can be used to produce goods and services. However,
250 years ago oil was a nuisance, not a natural
resource. Pennsylvania farmers in the eighteenth

century who found oil oozing up through their soil

were dismayed, not delighted. No one knew what

http://beyondbordersdotorg.files.wordpre

could be done with the oil. It was not until the mid-nineteenth

century that a method was found for refining oil into kerosene that could be used to generate

energy, transforming oil into a natural resource. Oil is now used to make all sorts of things,

including clothing, drugs, gasoline, and plastic. It became a natural resource because people
discovered and implemented a way to use it.

Defining something as a natural resource only if it can

be used to produce goods and services does not mean that a tree

has value only for its wood or that a mountain has value only

for its minerals. If people gain utility from the existence of a

beautiful wilderness area, then that wilderness provides a

service. The wilderness is thus a natural resource. Natural Resources
The natural resources available to us can be expanded in nitofaneis mil sate.viusfimages/natura

three ways. One is the discovery of new natural resources, such as the discovery of a deposit of

ore containing titanium. The second is the discovery of new uses for resources, as happened
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when new techniques allowed oil to be put to productive use or sand to be used in manufacturing
computer chips. The third is the discovery of new ways to extract natural resources in order to
use them. New methods of discovering and mapping oil deposits have increased the world’s

supply of this important natural resource.

(Source: Principles of Microeconomics; http://www.saylor.org)

4. Say if the sentences concerning Text 2B are true or false.
1. Oil can be used to produce goods and services.
2. 250 years ago oil was a great delight.

b 3. Pennsylvania farmers found oil in the seventeenth century.
(‘,./ 4. Farmers were very happy to find oil.
" 5. People knew at once how to use oil.
6. In the mid-nineteenth century, a method was found for refining oil into kerosene.
7. Oil is now used only in production of fuel.

8. If wilderness provides a service, then it is thus a natural resource.

5. Answer the following questions.

What attitude was to oil at first?

Who found oil in the eighteenth century?

Where is oil used nowadays?

How and why did oil become a natural resource?

When does a wilderness area become a natural resource?
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The natural resources available to us can be expanded in three ways, can’t they? Describe
these three ways.

7. What has increased the world’s supply of oil making it important natural resource.

6. Give English equivalents of the following words and word combinations from Text 2B.
HerI/IHTHOCTL, npocayuBaTbCd CKBO3b 3CEMIJIIO, MCETOH II0 nepepa60TKe HC(I)TI/I,
MMPOU3BOJUTE OSHEPruro, JICKapCTBa, BHCAPUTH CHOCO6, H3BJICKATb I10JIb3Y, MECTHOCTD,
HETPOHYTas AESITEeIbHOCTHIO YEJIOBEKA, MOTYT OBITh PAaCHIMPEHBI, OTKPHITHE HOBBIX MPUPOTHBIX
peCypCoB, MCECTOPOKACHUA PYyAbl, KOMIIBIOTCPHAA MHUKPOCXEMA, MU3BJICKATL IMMPHUPOAHLIC

pecypchl, MUPOBBIC 3armackl HEPTH.
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7. Using vocabulary in ex.2 match the words with their definitions.

Word Definition

1. to manufacture a. to become greater in size, number or importance.

2. entrepreneur b. to make smth. that has been officially decided start to happen or be
used.

3. to expand c. to make goods in large quantities, using machinery.

4. to implement d. a thick liquid that is found in rock underground.

5. dismayed e. a person who makes money by starting or running businesses,
especially when this involves taking financial risks.

6. oil f. a worried, sad feeling after you have received an unpleasant surprise.

8. Discuss with the group the following topics:
e What natural resources are used in materials production for
construction industry?

‘ ‘ e Enumerate the most economical construction materials.

e How do state authorities try to solve the problem of scarcity of
Speakin o .
X natural resources in different countries?

Text 2C
1. Before you start.
e How does the development of technology affect our lives?
e List your own examples when new technological decisions

were useful for the society and vice versa, (i.e. our society could easily

do without them).

2. Read the words and learn them by heart. Make up your own
sentences with them.
1. Crucial — pemaroniuii, KII04eBOM

2. To put smth. to work — npumeHuTh B jeje, 3aCTaBUThH

paboratb

3. Market economy — ppIHOYHas! 5KOHOMHKA, PPIHOYHOE XO3SHCTBO
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Individual — yactHoe 1110, CYyOBEKT, (PU3UYCCKOE JTUIIO

To earn — 3apabaTbIBaTh, IOTY4YaTh TOXO/

4
5
6. To earn profit — mpuHOCHTSH IPUOBLTH, TaBATh IPUOBLIH
7. Profitable — noxoxuslii, peHTabCIBHBIM

8. To respond — oTBeuaTh, COOTBETCTBOBATD

9. Incentive — ctumyi, moOyKaeHUe

10. To guide one’s choice — HanpaBIsATH CBO# BEIOOD

x 3. Read the text 2C, translate it and compare your ideas in ex.1 with the
facts.

. Technology and the Entrepreneur
Reading

Goods and services are produced using the factors of production
available to the economy. Two things play a
crucial role in putting these factors of production
to work. The first is technology, the knowledge
that can be applied to the production of goods
and services. The second is an individual who

plays a key role in a market economy: the

entrepreneur. An entrepreneur is a person who,
http://successfulstartup101.com/wp-conte  gperating within the context of a market economy, seeks to earn
profits by finding new ways to organize factors of production. In non-market economies the role
of the entrepreneur is played by bureaucrats and other decision makers who respond to
incentives other than profit to guide their choices about resource allocation decisions.

The interplay of entrepreneurs and technology affects all our lives. Entrepreneurs put
new technologies to work every day, changing the way factors of production are used. Farmers
and factory workers, engineers and electricians, technicians and teachers all work differently
than they did just a few years ago, using new technologies introduced by entrepreneurs. The
music you enjoy, the books you read, the athletic equipment with which you play are produced
differently than they were five years ago. The book you are reading was written and
manufactured using technologies that did not exist ten years ago. We can dispute whether all the
changes have made our lives better. What we cannot dispute is that they have made our lives
different.
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So key takeaways of factors of production are the following:

* Factors of production are the resources the economy has available to produce goods and
services.

* Labor is the human effort that can be applied to the production of goods and services.
Labor’s contribution to an economy’s output of goods and services can be increased either by
increasing the quantity of labor or by increasing human capital.

« Capital is a factor of production that has been produced for use in the production of
other goods and services.

* Natural resources are those things found in nature that can be used for the production of
goods and services.

» Two keys to the utilization of an economy’s factors of production are technology and, in

the case of a market economic system, the efforts of entrepreneurs.

(Source: Principles of Microeconomics; http://www.saylor.org)

4. Say if the sentences concerning Text 2C are true or false.
1. Goods and services are produced using the factors of growth.
2. The entrepreneur plays a key role in a market economy.

3. An entrepreneur is a person who sits in his office and drinks

b coffee all day long.
(‘_./ 4. The way factors of production are used has not been changed
throughout centuries.
5. Technology is the knowledge that can be applied to the production of goods and services.
6. Collaboration of technology and the entrepreneur plays a crucial role in putting factors of
production to work.

5. Answer the following questions.
1. How are various goods and services produced?
2. What are two things that play a crucial role in putting factors of production to work?
3. Who is an entrepreneur? What does he aim at during his work?
4. Who plays the role of the entrepreneur in non-market economies?
5. How does the interplay of entrepreneurs and technology affect all our lives?
6. Do you agree with the idea that we can dispute whether all the changes have made our

lives better. Give your reasons.

29



6. Complete the following table.

Verb Noun Adjective
manufacture
success
expand
implement
sustainable
competition
risk
consume
strength

7. Which of the following verbs are synonyms? Match these pairs and make your own
sentences with them to show you understand their exact meaning. Work with the
dictionary to study the exact meaning of the words.

Embrace, contain, incorporate, form, mold, build, set up, include, establish, constitute,

compose, consist, construct, embody, comprise, compile.

8. Read and translate into Russian the following word-combinations. Pay attention to the
way some words change their meaning depending on the word-combination they are used
in.

a) fruit market, at the market, a street market, market stalls, market traders, share of the
market, the property market, job market, the global market, domestic market, a growing market,
a declining market, black market, on the open market, play the market, in the market for smth.,
market forces.

b) domestic affairs, domestic politics, domestic flights, domestic appliances, domestic
chores, domestic violence, domestic service, domestic help, domestic animal, domestic market.

c) foreign affairs, foreign news, foreign policy, foreign trade, foreign trade, a foreign
correspondent, foreign language, foreign market, foreign investments, foreign earnings.

d) a high rate, a low rate, a rising rate, the annual rate, birth rate, success rate, failure
rate, advertising rate, insurance rate, postal rate, reduced rate, a fixed-rate mortgage, interest rate,

exchange rate, unemployment rate, tax rate, at a rate of knots.
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1. Translate the following sentences using the vocabulary of Units 1 and 2.
Part I.

1. Llenbl Ha MOJOYHBIE MPOAYKTHl CHOBAa BBIPACTYT. 2. MBI OXHJaeM pOCT LIEH Ha
npoaykThl nuTanus (a rise in food prices) stoii ocennto. 3. JIioau HE OXKHAAIH, YTO TEMIIBI
UHIAIUN OyIyT TaKUMHU BBICOKUMHU. 4. LIeHbI Ha MOTpeOUTENbCKIE TOBAPHI MTOCTOSTHHO PACTYT.
5. IloTrpeOuTenu BEIOMPAIOT KaueCTBEHHBIE TOBAPHI MO JOCTYMHOH 1eHe. 6. [lo moneaensHuKam
pPBIHOK He paboraeT. 7. Ha MUpOBOM pBIHKE MPEACTABICHO OIPOMHOE KOJIUYECTBO Pa3IMUHBIX
opennos. 8. ['a3 Beipoc B nene. 9. Hacenenne ymenbmunocs ¢ 1,9 mun. no 1,3 mun. 10. Ham
CIIEZyeT COKPATUTh MOTPEOICHNE )KUPHOTO H CIIAIKOTO.

Part I1.

1. 90-e roxmer 20 Beka ObUTH BpeMeHEM MaccoBOM Oe3padortuibl. 2. B 3TOM MarasuHe
npeiaratot 50% CKUAKY Ha JieTHIOr0 KoJuteknuio (to offer a discount). 3. YV Hac HeT cBOOOAHBIX
pecypcoB, 4TOOBI OOHOBUTH TEXHHUYECKOe obOecriedeHne nadoparopun. 4. M3-3a kpusuca
KOMITaHHUs OblIa BRIHYXK/IEHA COKPATHTh TPYJIOBbIe M3AepKKH (COStS). 5. KanurtanbHbie pacxo/ibl
(expenditures) B atom roay cocraBiiau 37 MiH. pyOueit. 6. Hareit koMnaHuu Hy»HO H3BICKATh
BCE JOCTYMHBIE pPecypchl JUIsl 3amycka (Start Up) HOBOro HampaBleHHUsS MpOu3BOACTBa. 7. Mx
00JIbIIIE MHTEPECOBAJIO, KaK OBLJIO OJIETO OOIIECTBO, HEKETH PEeUb JOKIAAUMUKa. 8. DTa KOMIAHUS
MPUMEHSIET HOBBIE TEXHOJIOTMM B MPOU3BOJICTBE CTPOUTENbHBIX Aetaneil. 9. U3-3a HegocraTka
MPAKTUYECKOTO OMBITA €r0 HE B3SUTM Ha MPECTIKHYIO paboTy. 10. YV Bac ecTh OMBIT pabOTHI B

cepe SIKOHOMHUKU?
2. Speaking. Make a presentation on the following topic:

e Choose any product you like and describe it, speak about technological process used in
its production.
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3. Find all the words and give their translation.

p|lrjo|jdjujc|t]|c|b]a
elejdjc|lo|ln|s|u|m|e
c|dje/mja|n|d|]j|m|s
o|t|{s|u|p|lp|l ]y |la]e
nfr|{s mjo|nj|e|y|r|r
ojlalglo|jo|ld|s|Db|k]|vVv
m|d|f|s|a|l|e|u]|e]|.i
ylel|lslel|ll |l  m|y]|t]|c
X|y|[p|rjo|dj|u e | e
a blu|s|i|n|e|s]|s
1. 6 11.
2. 7 12.
3. 8. 13.
4, 9 14,
5. 10. 15.

4. Fill in the gaps using the words below:

Resource, capital, application, unemployment, skills, available, manufacturing,

experience, labour, discount.

1. Our government carries out special measures to help reduce . 2. Do you give any

on this car? 3. Time is our most valuable . You should use it deliberately. 4. Some
employers use immigrants as cheap __ . 5. The starting _____ of the business was estimated
as $100.000. 6. The pop star was not __ for taking photos, autographing and giving
comments. 7. of this cream will help you to reduce pain in your legs. 8. We all learn by

. 9. We need people with practical . 10. Jobs in are not very popular now.
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