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NPEOUCITIOBUE

JaHHOe mocoOue mperHa3HAYeHO IS OOyYCHUS AHTIHICKOMY
SI3BIKY OaKaJaBpOB MO0 SKOHOMUYECKHM HAIPABICHUSM H CICIHAATHHOCTIM.
Lenpio mocoOus SBISETCS COBEPIICHCTBOBaHME MPOPECCHOHATBFHON KOM-
MYHHMKATUBHOU KOMIIETEHIINH, PACHINPEHHE JIEKCUYECKOTO 3araca, a TaKkxKe
ynotpedeHne yCBOCHHON SKOHOMHYECKON TEPMUHOJIOTHU M JIEKCUKH B OU3-
Hec-O0IIeHUH.

W3yuuB Matepuan, IpeICTaBICHHBIN B TAHHOM TIOCOOWH, CTYICHTHI
OynyT:

3Hamp

* 0a30Byl0, a TaKkkKe NPo(ecCHOHANTBHYIO JIEKCUKY Y TEPMUHOJIOTHIO
B O6’beMe, HeO6XOIlI/lMOM JUIA 06IIJ,CHI/151, YTCHHUA U NCPEBOJAa UHOAZBIYHBIX
TEKCTOB TI0 CIIELUAIBHOCTH;

* (hyHKIMOHATBHBIC 0COOCHHOCTH YCTHBIX M MICEMEHHBIX mpodec-
CHOHAJIBHO OPUEHTUPOBAHHBIX TEKCTOB,

* CTpareruy KOMMYHUKAaTHBHOIO TIOBEJECHUSI B CUTYALUAX MEXKKYJIb-
TypHOTO MPOoGheCCHOHATBLHOTO O0IIeH!Us (B Mpeeax MporpamMmel);

ymemp

* HCIIOJIb30BaTh OCHOBHBIE CTPaTernu paboTHl ¢ ayTeHTUYHBIMH
TEKCTaMHU 10 SKOHOMUYECKON TEMaTHKE;

* BECTHU IOMCK MHOSI3BIYHON MH(DOPMAITNN; TOHUMATh, aHAIU3UPO-
BaTh, CHCTEMAaTH3UPOBATh M CTPYKTYPHPOBATh HH(POPMAITHIO HA HHOCTPAH-
HOM $3bIKE B PaMKaxX MPOUJIEHHBIX TEM;

* OLIEHMBAaTh 3HAYMMOCTh BOCIIPUHMUMAEMOM MH(pOpPMalNY;

* COCTaBIATH IUIAH, aHHOTAIMIO, KpaTKuii 0030p M pe3toMe MHO-
SI3BIYHOTO TEKCTA,

* BEIOMpATh aJeKBaTHBIC pedeBbie (hOPMYIIBI, BBICKA3hIBATh U apry-
MEHTUPOBAaTh CBOIO TOUKY 3PEHUS;

énadembs

* HaBbIKaMH NpPO(ECCHOHANBLHON peYr Ha MHOCTPAHHOM S3bIKE,
B TOM 4YHCJ€ TaKMMH, KaK MOJATOTOBJIEHHOE U HENOATOTOBICHHOE MOHOJIO-
THYECKOE BHICKAa3BIBAaHHUE: COOOIICHIE, OObICHEHHE, Pa3BepHYTasl PEIUINKA,
pedepupoBanne mpodheccHoOHaIbHO OPHEHTHPOBAHHOTO TEKCTa, MPe3eHTa-
Lus, JOKIA 10 CIEHUalbHOCTH;

* HaBBIKAMH BEICHHUS JWANOTa ¢ MapTHEPOM U BBIPAXKECHUS OOIIUp-
HOTO peecTpa KOMMYHUKaTHBHBIX HaMepeHHH (Bompoc, MHGOpMHUpOBaHHE,
TOSICHEHNE, YTOYHEHHE, COBET, MIUTIOCTPUPOBAHUE U JIp.) B IpoOLecce WHO-
SI3BIYHOTO OOILICHUS B 00bEME MPOHICHHON TEMaTHKH;

* HaBbIKAMU MIPOAYKTUBHON NMCbMEHHOM peYH, HAIPUMED, HAIIUCa-
HUS OTYETa, COCTABICHMSI TE3UCOB JOKJIAA.

ITocoOue cocTouUT U3 ABEHAALATH PA3/EIOB, MOCBSIIIEHHBIX MPO-
OJeMaM MaKpOIKOHOMHUKH: BAJOBOW HAI[MOHAJIBHBIA MPOLYKT, MHOIALKS,
6e3paboTHIla, IKOHOMHUECKHUI UK, COBOKYITHBII CIIPOC, COBOKYITHOE ITPE/-
JOKeHUe, (PUCKAIbHASI TIOMUTUKA, IEHFH U OaHKW, NCHE)KHO-KPEIUTHAS
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nojuTuka, aAeuuur u goir, moxenb IS/LM, sxoHomudeckuit poct. COOpHUK
COCTaBJICH Ha OCHOBE ayTCHTHUYHBIX TEKCTOB, MPEIHA3HAYCHHBIX JJIS IIPOCMO-
TPOBOTO M M3yYaIOMIETO YTeHHA. lIpenmaraemMple MaTepHabl COAEpIKaT TaKKe
CIIOBaph TEPMHUHOJIOTHYECKON M TeMaTH4eCKol Jekcuku Vocabulary notes
U yIpaXXHEHHUS.

TexcTam mpeAmecTBYIOT 3aJaHUsl, LIeNb KOTOPBIX — JaTh KpaTKoe
MIPEACTaBIECHUE O TEMAaTUKe TEKCTa U HACTPOUTh Ha uTeHue. Ilocnerexcro-
BBIC YIIpaKHEHUs (Takue Kak «BwIOpaTs mpaBHIBHBIA BapuaHT», «OTBETHTH
Ha BOIIPOCHI IO COAEPIKaHUIO TeKCTa», «COCTaBUTH CIIOBOCOUYETaHUMY, «HaliTh
Ne(UHUITMT U CHHOHUMBI aKTUBHOH JIeKCUKM», «[lepeBecTn Ha aHTIMHCKUN
5[3])11(») TMO3BOJIAIOT MMPOKOHTPOJIUPOBATHL MOHMMAaHNUE NPOYUTAHHOT'O, aKTUBH-
3MpOBATh N3YYEHHYIO JIEKCHKY; BOIIPOCHI MPOOJIEMHOI0 XapaKkTepa HalpaBieHbl
Ha Pa3BUTHE HETOJTOTOBICHHON peur 00y4aeMplIX.

TexcTsl U 3aJjaHUS K HUM HMEIOT Pa3IMYHYI0 CTEIICHb TPYOHOCTH,
ITO3TOMY MOTYT OBITH HCIIONH30BAaHBI BEIOOPOYHO, B COOTBETCTBHH C S3BIKOBOM
MOATOTOBICHHOCTHIO CTYACHTOB. YIPAKHEHHUS PACCUMTAHBI KaK Ha BBITIOJHE-
HHE UX B ayAUTOPHUU 110 PYKOBOJACTBOM IIPENOAABATENs, TaK U Ha CaMOCTOs-
TENIBHYIO PabOTy CTY/IEHTOB.



THE REALM OF MACROECONOMICS

MACROECONOMICS AND MICROECONOMICS

Pre-reading task

Answer the questions.

e Do you know where the words macro and micro are derived from?

e Can you define macroeconomics and microeconomics? What problems
do they deal with? Are there any common problems?

Where the telescope ends, the microscope begins.
Which of the two has the grander view?
Victor Hugo

Economics traditionally has been divided into two fields: microeco-
nomics and macroeconomics. These inelegant words are derived from the
Greek — "micro" means something small and "macro" means something
large.

Drawing a Line Between Macroeconomics and Microeconomics

In microeconomics we study the behavior of individual decision-
making units. The dairy farmers are individual decision-making units; so are
the consumers who purchase milk. How do they decide what courses of
action are in their own best interests? How are these millions of decisions
coordinated by the market mechanism, and with what consequences?
Questions like these are the substance of microeconomics.

Although Plato and Aristotle might wince at the abuse of their
language, microeconomics applies to the decisions of some astonishingly
large units. Exxon and the American Telephone and Telegraph Company,
for instance, have annual sales that exceed the total production of many
nations. Yet someone who studies the pricing policies of AT&T is a
microeconomist, whereas someone who studies inflation in Trinidad-Tobago
is a macroeconomist. So the micro versus macro distinction in economics is
certainly not based solely on size. What, then, is the basis for this time-
honored distinction? Whereas microeconomics focuses on the decisions of
individual units (no matter how large), macroeconomics concentrates on the
behavior of entire economies (no matter how small). Rather than looking at
the price and output decisions of a single company, macroeconomists study
the overall price level, unemployment rate, and other things that we call
economic aggregates.

Aggregation and Macroeconomics

An "economic aggregate" is nothing but an abstraction that people
find convenient in describing some salient feature of economic life. For



example, while we observe the prices of butter, telephone calls, and movie

tickets every day, we never observe "the price level." Yet many people (not

only economists) find it both meaningful and natural to speak of "the cost of
living" — so natural, in fact, that the Bureau of Labor Statistics' monthly
attempts at measuring it are widely publicized by the news media.

Among the most important of these abstract notions is the concept
of national product, which represents the total production of a nation's
economy. The process by which real objects like hairpins, baseballs, and
theater tickets get combined into an abstraction called national product is
called aggregation, and it is one of the foundations of macroeconomics. In
other words, aggregation means combining many individual markets into
one overall market. We can illustrate it by a simple example.

Imagine a nation called Agraria, whose economy is far simpler than
the US economy: Business firms in Agraria produce nothing but foodstuffs
to sell to consumers. Rather than deal separately with all the markets for
pizzas, candy bars, hamburgers, and so on, macroeconomists group them all
into a single abstract "market for output." Thus, when macroeconomists in
Agraria announce that output in Agraria rose 10 percent this year, are they
referring to more potatoes or hot dogs, more soybeans or green peppers? The
answer is: They do not care. In the aggregate measures of macroeconomics,
output is output, no matter what form it takes.

Amalgamating many markets into one means that distinctions
among different products are ignored. Can we really believe that no one
cares whether the national output of Agraria consists of $800,000 worth of
pickles and $200,000 worth of ravioli rather than $500,000 each of lettuce
and tomatoes? Surely this is too much to swallow! Macroeconomists
certainly do not believe that no one cares; instead, they rest the case for
aggregation on two foundations.

1. While the composition of demand and supply in the various markets may
be terribly interesting and important for some purposes (such as how
income is distributed and what kinds of diets the citizens enjoy or
endure), it may be of little consequence for the economy-wide issues of
inflation and unemployment — the issues that concern macroeconomists.

2. During economic fluctuations, markets tend to move in unison. When
demand in the economy rises, there is more demand for potatoes and
tomatoes, more demand for artichokes and pickles, more demand for
ravioli and hot dogs.

Though there are exceptions to these two principles, both seem
serviceable enough as approximations. In fact, if they were not, there would
be no discipline called macroeconomics, and unemployment and inflation
would be far more difficult to control.



The Line of Demarcation Revisited

These two principles — that markets normally move together and
that the composition of demand and supply may be unimportant for some
purposes — enable us to draw a different kind of dividing line between the
territories of microeconomics and macroeconomics.

e In macroeconomics, we typically assume that most details of resource
allocation and income distribution are of secondary importance to the
study of the overall rates of inflation and unemployment.

e In microeconomics, we typically ignore inflation and unemployment
and focus instead on how individual markets allocate resources and
distribute income.

To use a well-worn metaphor, the macroeconomist analyzes the
determination of the size of the economic "pie," paying scant attention to
what is inside it or to how it gets divided among the dinner guests. A
microeconomist, on the other hand, assumes that the pie is of the right size
and shape, and frets over its ingredients and its division. If you have ever
baked or eaten a pie, you will realize that either approach alone is a trifle
myopic. But the line of demarcation between the two is drawn solely for the
sake of pedagogical clarity. In reality, the crucial interconnection between
macroeconomics and microeconomics is with us all the time. There is, after
all, only one economy.

Vocabulary notes

consequence — TIOCIICACTBUE, PE3yIbTAT, BAXXHOCTH, 3HAUHMOCTE;
annual — eXeroIHbIN; TOAUYHEIH, TOLOBOI;

to exceed — IPEBBINIATH, PEBOCXOANTH;

aggregate — MHOKECTBO, COBOKYITHOCTb;

salient — 3aMeTHBIN; SIPKUH, OpocaroIuiics B ri1asa;
cost of living — IpOKUTOYHBIT MUHUMYM;

to amalgamate — 00bEIUHATE; CMEIINBATD; COSTUHATS;
Sfluctuation — xonebaHue, HEYCTONYNUBOCTE;

in unison with — coraacoBaHHO (C);

serviceable — IONE3HBIN, TPUTOTHEIH;

allocation — pactipeneneHue;

approach — oaxox;

well-worn — GaHaJIbHBIHN, U30UTHIH (O IIYTKE U T. I1.).

1. Mark the sentences true (T) or false (F). Correct the false ones.

1. The behaviour of individual decision-making units is studied in
microeconomics.

2. The size of business is the most important factor when we draw a line
between macro- and microeconomics.



*®

. National product is the process of combining real products into an

abstraction.
Combining many individual markets into one overall market is called
aggregation.

. Macroeconomists pay no attention to the distinctions among different

products.

The composition of demand and supply in the various markets is one of
the economy-wide issues considered in macroeconomics.

During economic fluctuations the demand for some goods usually
increases and the demand for other goods reduces.

Macroeconomists ignore the overall rates of inflation and unemployment.
For microeconomists resource allocation and income distribution are
significant.

II. Fill in the chart. Use the information in 1 — 10.

5)
6)

7)
8)
9)

Macroeconomics Microeconomics

ignores distinctions among different products.

studies the behaviour of individual decision-making units.

studies the overall price level, unemployment rate, and other economic
aggregates.

focuses on how individual markets allocate resources and distribute
income.

looks at the price and output decisions of a single company.

is interested in the composition of demand and supply in the various
markets.

ignores inflation and unemployment.

concentrates on the behavior of entire economies.

assumes that most details of resource allocation and income distribution
are of secondary importance.

10)studies the overall rates of inflation.

II1. Define the terms.
a) macroeconomics, b) microeconomics, ¢) national product, d) aggregation.

1V. Answer the questions.

DR

What questions does macroeconomics try to answer?

What is the basis for the distinction between macro- and microeconomics?
Why do economists need the notion “economic aggregate™?

What are two foundations for aggregation?

Are there any exceptions to these principles?



6. How can we differentiate between macro- and microeconomics if we
take into account these two principles?

7. Do you agree that the division of economics into macro- and
microeconomics is a trifle myopic? Give your reasons.

V. Find the English equivalents in the text.

CaMOCTOSTC/IbHASL XO3SMCTBEHHAss COHHHWIA, COIJIaCOBBIBATH PEIICHUS,
TOJI0OBOM 00BeM Ipoax; o0Iuii 00beM NMPOU3BEACHHOMN MPOXYKIINU; OOt
YPOBECHb IICH, KOMIUICKCHBIH (COBOKYIIHBIM) TIOKa3aTeNb, COBOKYITHBIN
MOPOAYKT, HE HMMETh OOINBIIOTO 3HAYCHUS, pa3MellecHUe (pacrpeciicHue)
PECYPCOB; pacrpeieJICHUe TOXO0I0B; TOKa3aTelb (YPOBEHb) HHMIISAIHH.

V1. Fill in the charts.

Noun Verb Noun Adjective
application apply attention attentive
amalgamate abstraction
assume distinction
allocation approximate
Noun Verb Adjective Adverb
individual
separately
production
economics
publicize
Noun Verb Adjective
meaningful
ignore
distribute
serviceable

VII. Find the words close in their meaning.

1) consequence; a) objective;
2) meaningful; b) aggregation;
3) combination; c) suppose;

4) distinction; d) result;

5) fluctuation; e) instability;
6) demarcation; f) use (v);

7) purpose; g) significant;
8) salient; h) combine (v);
9) to amalgamate; i) difference;
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10)to assume; j) prominent;
11)to apply; k) separation;
12)to fluctuate. 1) change, vary.

VIII. Complete the sentences with appropriate prepositions.

| at, for, into, to, with, on, by, of |

—_—

What is the basis ... this time-honored distinction?

2. Microeconomics focuses ... the decisions of individual units,
macroeconomics concentrates ... the behavior of entire economies.

It looks ... the price.

We can illustrate it ... a simple example.

5. Rather than deal separately ... all the markets ... pizzas, candy bars, and
so on, macroeconomists group them all ... a single abstract "market for
output."

They amalgamate many markets ... one.

7. It may be terribly interesting and important ... some purposes, but it may
be ... little consequence for the economy-wide issues.

There is more demand ... potatoes and tomatoes.

9. There are exceptions ... these two principles.

10. ... the other hand, they pay scant attention ... what is inside.

W

a

*®

IX. Put the sentences in the right order.

Summary.

a) Both rely on the supply and demand analysis.

b) While their respective subject matters differ greatly, the basic tools of
microeconomics and macroeconomics are virtually identical.

c) This process is known as aggregation; it should not be taken literally but
should be viewed as a useful approximation.

d) Macroeconomics looks at the behaviour of entire economies and studies
the pressing social problems of inflation and unemployment.

e) Macroeconomic models use abstract concepts like “the price level” and
“national product” that are derived by amalgamating many different
markets into one.

f) Macroeconomics studies the decisions of individuals and firms, how
these decisions interact, and how they influence the allocation of
society’s resources and the distribution of income.

X. Discussion points.
1. Which of the following problems are likely to be studied by a
microeconomist and which by a macroeconomist? Give your reasons.

a. The allocation of a family’s limited budget.

11



b. Why the 1981 — 1982 recession was so severe.
c. Why Japan’s economy grows faster than the United States’ economy,
while Britain’s grows slower.
d. Why IBM sells more computers than Apple.
2. You probably use “aggregates” frequently in everyday discussions. Try
to think of some examples. (Here is one: Have you ever said, “The students
at this college generally think...”? What precisely did you mean?)

SUPPLY AND DEMAND IN MACROECONOMICS

Pre-reading task

Answer the question.

How are supply and demand connected with
e  prices,

e  output,

e consumer income?

The basic apparatus of supply and demand is fundamental to
macroeconomics as it is to microeconomics. In Figure 1 (a), there is a
downward-sloping demand curve, labeled DD, and an upward-sloping
supply curve, labeled SS. The axes labeled "Price” and "Quantity" do not
specify what commodity they refer to because this is a multipurpose
diagram. To start on familiar terrain, first imagine that this is a picture of the
market for milk, so the price axis measures the price of milk while the
quantity axis measures the quantity of milk demanded and supplied. As we
know, if there are no interferences with the operation of a free market,
equilibrium will be at point £ with a price P, and a quantity of output Q.

Price

—'>4
o -
Price

)
Qs
CQuantity Quantity

(a) (1]

Figure 1. Two interpretations of a shift in the demand curve
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Part (a) shows an equilibrium at point E, where demand curve DD
intersects supply curve SS. Part (b) shows how this equilibrium moves
from point E to point A if the demand curve moves outward. If this graph
represents the market for milk, then it shows an increase in the price of
milk. But if the graph represents the aggregate market for "national
product," then it shows inflation — a rise in the general price level.

Next, suppose something happens to shift the demand curve
outward. For example, an increase in consumer incomes might have this
effect. Figure 1 (b) shows this shift as a rightward movement of the demand
curve from DyD, to D;D;. Equilibrium shifts from E to 4, so both price and
output rise.

Now let us reinterpret Figure 1 as representing an abstract market
for "national product." This is one of those abstractions — an economic
aggregate — that we described earlier. No one has ever seen, touched,
smelled, or eaten a "unit of national product,” but these are the kinds of
abstractions upon which macroeconomic analysis is built. Consistent with
this reinterpretation, think of the price measured on the vertical axis as being
another abstraction — the overall price index, or "cost of living." Then curve
DD in Figure 1 (a) is called an aggregate demand curve, and curve SS is
called an aggregate supply curve.

With this reinterpretation, Figure 1 (b) can depict the
macroeconomic problem of inflation. We see from the figure that the
outward shift of the aggregate demand curve, whatever its cause, pushes the
price level up. If aggregate demand keeps shifting out month after month,
the economy will suffer from inflation, that is, a sustained increase in the
general price level.

The other principal problems of macroeconomics, recession and
unemployment, also can be illustrated on a supply-demand diagram, this
time by shifting the demand curve in the opposite direction. Figure 2 repeats
the supply and demand curves of Figure 1 (a) and in addition depicts a
leftward shift of the aggregate demand curve from DyD, to D,D,.
Equilibrium now moves from point £ to point B so that national product
(total output) declines. This is what we normally mean by a recession.
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Figure 2. An economy slipping into a recession

In this aggregate supply-demand diagram, there is an initial equilibrium at
point E, where demand curve DoDy intersects supply curve SS. When the
demand curve shifts inward from DyDy to D2D>, equilibrium moves to point
B, and output falls from Q to Q..

Vocabulary notes

multipurpose — yHUBEpCaIbHBIN; KOMIUICKCHBIH;

equilibrium — GaylaHc, paBHOBECHUE, YCTOWIHUBOCTD;

terrain — MECTHOCTb, MECTO, TEPPUTOPHS;

interference — BMEIIaTENbCTBO, IOMEXA, TPETIATCTBHC;

consistent — COBMECTUMBI, COTIACYIOIUICS;

sustained — NIATEILHBIN, HETTPEPHIBHBIN, TIPOIOKUTEIBHBIHN;

recession — CaJi, CHIDKCHUE, MTaJICHUE (Mpou3ze00cmea, cnpoca Ha mogapul,
yeH u m.n.).

1. Choose the right answer.

1. Figure 1 is a picture of the market for ... .

a) milk products only;

b) demand;

¢) any commodity.

2. The equilibrium won’t change if ... .

a) there are no interferences with the operation of a free market;
b) the supply curve slopes upwards;

¢) the demand curve shifts.
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3. When consumer incomes increase, ... .

a) price and output decrease;

b) price and output increase;

¢) price increases and output reduces.

4. The basis _for macroeconomic analysis is ... .
a) things that we have eaten and smelled;

b) products people have seen and touched;

¢) such abstractions as “natural products”.

5. If the aggregate demand keeps shifting out, ... .
a) price level is decreasing;

b) inflation takes place;

c) inflation doesn’t take place.

6. A recession is ... .

a) a sustained increase in the general price level;
b) the decline of national product;

C) arise in consumer incomes.

7. A leftward shift of the aggregate demand curve implies ... .
a) the decline of total output;

b) the increase in total output;

¢) output stability.

1L Fill in the chart. Use the following word combinations:
rightward movement, leftward shift, outward shift, to shift out, to shift
outward, downward-sloping curve, upward-sloping curve, to shift inward.

Changes in equilibrium
/ A/

rightward movement

1I1. Complete the sentences. Use the words in brackets.

1. Equilibrium will be at point £ ... .

2. Equilibrium shifts from Eto 4 ... .

3. Equilibrium moves from Eto B ... .

(consumer income, demand curve, price, output, inflation, recession)

1V. Match the words and their definitions.

1. A recession a) shows the quantity of national product that is

2. Inflation demanded at each possible value of the price level.

3. The aggregate  b) shows the quantity of national product that is
demand curve supplied at each possible value of the price level.
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