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Absolute advantage The advantage a nation has over others
when it can produce a product with fewer units of the
factors of production than are required in other
nations . Such absolute advantage rests on specialized
resources , skills , and climate possessed by a nation .

Above the line A journalistic term used to describe charges
against profit .

AC Standard abbreviation for average cost.

Accelerator The hypothesis that the rate of investment is
proportional to the rate of change of output or income .
Also refers to the numerical value of the ratio .

Account A4 chronological record of pecuniary transactions for a
specific category or income or expenditure .

Account balance The difference between the total debits and
total credits in an account .

Accounting bases The methods used for applying accounting
concepts .
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Accounting concepts The basic assumptions which underlie
accounting statements .

Accounting cycle , a bookkeeping process that occurs during
each accounting period . It begins when business
transactions are recorded in the General Journal and
includes posting to the Ledger , preparation of a
Worksheet , preparation of the financial statements ,
and the closing of the books .

Accounting period the time period when accounts are regularly
balanced and analysed . Usually annually .

Accounting policies Statements in published accounts that
explain the assumptions upon which the accounts are
based .

Accounting standards A set of rules produced by the
accountancy  profession to reduce the variety of
accounting practice and attempt to achieve consistency
and comparability between the financial statements of
enterprises . .

Accounts payable , a subdivision of current liabilities that refers
to money owed by a business to an outside creditor for
goods or services it has received .
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Accounts receivable , a subdivision of current assets that refers
to money owed to the business by someone to whom the
business has given goods or services on credit ( or on
account ).

Acreage allotment The maximum size plot a farmer may use to
raise a crop under Federal law . Such laws are
designed to restrict supply and raise prices ; they affect
tobacco , cotton , and some other crops .

Accrual basis accounting an accounting system that
accounts for all business transactions that have
occurred during an accounting period , whether or not
cash was actually received or disbursed

Acid - test ratio , ( current assets — inventories ) + current
liabilities , or liquid assets = current liabilities .

Added value A concept based on the basic calculation of sales
less bought in materials and services .

Added value ratios A set of operating ratios based on added
value .

Added value statement Usually a re-statement of the trading
and profit and loss account detail that separates
bought in materials and services .

212




et Ay s prdad

Adjustments , adjusting entries . The updating of the ledger
account balances at the end of the accounting cycle .
Adjustments account for (1) the expiration or prepaid
expenses , (2) the apportionment of unrecorded income,
and (3) the apportionment of unrecorded liabilities .

Administered prices The setting of prices by conscious
managerial decision rather than by the impersonal
competitive forces of the market . This is characteristic
of oligopoly but cannot exist in pure competition .

Advance Corporation Tax (ACT) An amount apayable in
advance of the main corporation tax payment
calculated on 3/7 ths of dividend payments .

Advisory disclosure A from of reporting that is under the
control of management regarding its content and
timing .

Aggregate demand the economy'’s total level of spending .

Aggregate supply the economy’s total output of goods and
services .

Amalgamation Joining together of companies .
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Amortisation Offen substituted for depreciation , especially by
Americans . Frequently used to describe the writing
down of specific assets such as a lease .

Annual genera! meeting ( AGM ) A statutory general meeting
of the company’s shareholders to be help every
calender year with not more than 15 month interval
between meetings .

Antitrust policy actions of government concerned with curbing
restraint of trade or restrictions of competition .

Approach to management , communications-center An
analysis of management in which the manager is
looked upon as a communications center , receiving
information , storing and processing it , and
disseminating it .

Approach to management , cooperative social systems An
analysis of management as a study of human
relationships in a cooperative social system .

Approach to management , decision theory An analysis of
management that concentrates on rational decision
making as the core of the managerial task .
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Approach to management , empirical , or case An analysis of
management as a study of experience from instances of
managing .

Approach tc management , group behavior An analysis of
management as a study in group behavior patterns .

Approach to management , interpersonal behavior An
analysis of management as a study of interpersonal
relations .

Approach to management, mathematical or “management-
science” An analysis of management primarily as a
matter of developing mathematical models of
managerial decision areas.

Approach to management , operational An analysis of
management which draws together knowledge , both
that unique to managing and that from other fields
pertinent to managing , and relates it to the task of
managing in a way most useful to the managerial
practitioner ; it is thus in part electic and in part a
summary of the central core of knowledge which exists
only in management situations .
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Approaches to management , sociotechnical systems An
analysis of management viewing managerial situations
as involving a combination of interacting socia! and
technical systems .

Appropriation Usually refers to the appropriation of profits ,
being that is done with the profit after tax . Be certain
of the distinction between appropriations and charges .

Arbitrator intermediary who works with labor and management
in  collective  bargaining sessions and makes
recommendations for settling disputes .

Arms length The transfer between group companies of costs
and revenues at open market values .

Assessment center A technigue to aid in the selection and
evaluation of potential managers whereby candidates
are subjected to various tests and exercises and their
performance is observed and evaluated by assessors .

Assets The things which a business firm can claim or which it
owns . A firm's bank account is an asset .

Asset Structure The relative holdings of assets of different
’ kinds .
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Asset turnover A ratio where turnover is divided by average net
assets to give some indication of capital usage .

Associate company Joined to another company by more than
20% of its issued share capital , but not controlled by
it. Distinguish from subsidiary company .

Audit An independent verification of the books of account .

Audit Committee A committee usually comprising of directors
not associated with finance in the company whose
main function is to independently review internal
control in relation to the audit report .

Auditor An independent person appointed by the ordinary
shareholders to audit the accounts .

Automatic Monetary Policy Monetary policy based on a
constant rate of change in the supply of money without
adjustment to short-term economic conditions .

Automatic Stabilizers  Structural features of economic
institutions ( the progressive income tax ,
unemployment pay ) that tend to dampen movements of
the economy away from equilibrium .
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Audit report Most common audit report is attached to the
published accounts of limited companies in accordance
with company law accounting practice .

Audit trail 4 complete record of bookkeeping transactions on
compuler print out .

Automation Extensive technical changes that usually involve
the automatic linking together of successive stages of
the productive process and the automatic control of the
production process .

Autonomous investment . Investment that is made by
businessmen on the basis of factors other than the
current or recent level of their sales . The size of the
firm’s cash balance is one important factor affecting
autonomous investment .

Average cost the ratio of cost to the quantity of output the cost
per unit of output .

Average fixed cost the ratio of fixed cost to the quantity of
output.

Average propensity to consume The part of total disposable
. personal income that is spent on consumption .
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Average revenue the ratio of total revenue to the quantity sold .
Average total cost the ratio of total cost to the quantity of output

Average variable cost the ratio of variable cost to the quantity

of output .

Bad debt provision A specific sum or percentage set aside to
allow for non-payment of debts .

Balance of international payments The statement ( usually
annual ) of the amounts of money spent and received
by a nation . It includes the balance of trade arising
from exports and imports , other sources of money
(such as investments by foreign firms ) and expenses
(such as foreign aid in the form of money gifts ).

Balance of international trade The statement ( usually annual )
for a nation of the amounts of money it has received for
its exports and has spent for its imports . The two are
not usually equal ; if exports are larger the balance is
traditionally said to be ™ favorable, " if imports are
larger it is “ unfavorable.”

Balance sheet A statement of assets and liabilities .
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Bargaining Any process in which the buyer and seller reach
mutual agreement on terms specific to their individual
transaction as compared with the standard market
transaction in which the price is taken to be given by
the market .

Barrier to Entry Any financial , legal , or institutional factors
making it difficult or impossible for new firms to enter
the industry .

Barter the direct exchange of goods for other goods .

Below the line A journalistic term wused to describe
appropriations of profit .

Benefit An attempt ( necessarily crude ) to attach a number to
the gain to a person or society from an action or
policy. A loss will appear as a negative benefit . A gain
which accrues only to the person or group taking the
action is a private benefit . The total gain to society is
the social benefit .

Binding arbitration situation in which labor and management
are forced to accept the recommendations of an
arbitrator .

Board of directors A group elected by a corporation’s

stockholders to appoint the firm’s executives and set
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Bonds

the firm's basic policies . The board is legally
responsible for the corporation .

Securities issued by corporations and governments
which represent a loan made to the corporation or
government and which state a promise to repay the
bondholder .

Bookkeeping , the recording , sorting , and summarizing of

events that effect the financial condition of a business .

Bookkeeping model , the conception of bookkeeping as a

system that processes information . The input to the
system is disorganized information given by the
business transaction ( business document ). The system
processes this information by recording it , sorting it
and summarizing it . The output of the system is the
organized , condensed information of the financial
statements.

Book value Usually refers to the value of assets entered in the

books of account at their depreciated historic cost .
Often a meaningless value .

Bought ledger A grouping of accounts relating to goods that

have been purchased .
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Boycotting effort ( usually by organized labor ) to persuade
people not to deal with a particular firm .

Break-even point analysis Charting and analyzing
relationships , usually between sales and expenses , to
determine at what size or volume point an operation
breaks even between a loss or a profit ; it can be used
in any problem area where marginal effects can be
pinpointed .

Breakeven point a level of output at which there are zero
profits .

Budget Detailed estimates of future income and / or expenditure
used as a management control technigue .

Buffer Stock Any stock or inventory of a good held with the
object of smoothing price fluctuations by selling from
stock when prices are unusually high and adding to
when prices are low .

Bull market A condition in the market in which prices are
rising and most traders expect further rises .

Business documents , documents or papers that prove that a
R business transaction has occurred (e.g. invoices,
vouchers , efc. ).
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Business entity , the concept of a business as separate from its
owners .

Business life cycle A pattern of business growth and decline
divided into four stages : early growth , rapid
aevelopment , maturity and decline . Similar to product
life cycle theory

Business transaction , any event expressed in dollars that is
related to a business and effects the assets , liabilities
or owner’s equity of that business .

Capital consumption allowances dollar value of depreciation
of the capital stock that takes place during the
productive process .

Capital goods goods ( machines , factories ) that increase
future productive capacity .

Capitalism An economic system in which most capital goods
are owned and operated by private firms and
individuals . The term means generally the same thing
as free enterprise .
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Capital intensive technology technology that uses heavy
amounts of capital relative to labor .

Capital  one of the four factors of production . Includes all
man-made items such as machines and factories used the
productive process.

Cartel A4 formal and enforceable agreement among producers
as to prices or other matters affecting potential
competition . lllegal within the United States , but
United States firms may sometimes belong to
international cartels ( air transport, for example ).

Cash basis accounting, an accounting system that accounts
only for cash actually received or disbursed during the
accounting period .

Cash disbursements, control of , a system used to maximize
accuracy and protect the company's assets from
improper disbursements.

Cash receipts, control of , a set procedure for handling
incoming cash .

Cash Receipts Journal , a record of the receipt of cash .
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Central bank the official financial institution in a country
whose function is to control money and credit .

Central planning system of economic organization that
attempts to replace the market system with central
government planning decisions .

Centralization of authority The tendency to restrict delegation
of decision making in an organization structure ,
usually by holding it at or near the top of the
organization structure .

Change in quantity demanded any movement along a given
demand curve resulting from a change in price.

Change in quantity supplied any movement along a given
supply curve resulting from a change in price .

Change in the demand scheduvle a shift of the entire demand
schedule that results from a change in one of the
determinants of demand .

Chart of approval authorizations A technique by which the
various authority delegation of an enterprise are
charted in a matrix from showing the nature of the
subjects over which authority exists and the
organizational  positions where decision-making
authority rests.
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Closed accounts, accounts that begin a new accounting period
with a zero balance . Revenue , expense, and the
owner’s drawing accounts are usually closed .

Closing entries, procedures that occur at the end of the
accounting period resulting in (1) bringing the
balances of all revenue , expense, and drawing
accounts to zero , and (2) increasing the capital
account by the amount of net income for the period
( or decreasing the capital account by the amount of
net loss ).

Collusion agreement among firms to restrict competition by
fixing prices and controlling production and
distribution .

Concepts Mental images of anything formed by generalization
Sfrom particulars ; for example, a word or term.

Conservatism A concept that requires an accountant to be a
pessimist .

Consumption In macroeconomics, one of the three broad
categories into which aggregate expenditure is divided
(the others are investment and government
expenditure). Consumption , in this context , refers to
all expenditure made outside government which is not
Jor purposes of business or production .
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Conversion costs Usually refers to the costs of stock that are
added to the purchase costs . The costs of conversion
include direct costs of production and attributable
overheads to bring the product or service to its present
location and condition .

Commercial bank financial intermediary that is operated for
profit . Commercial banks serve as depositories for
savings and demand deposits , and they use these funds
to make loans , buy securities, and maintain checking
services .

Commitment principle Logical planning encompasses a period
of time in the future necessary to foresee, through a
series of actions , the fulfiliment of commitments
involved in a current decision .

Committee A group of persons to whom , as a group, some
matter is committed for purposes of information ,
advice , interchange of ideas , or decision .

Communication The transfer of information from one person to
another that mast be understandable to the receiver .

Communism  An economic system involving government
ownership and operation of the means of production
and distribution . Communist theory ( basically that of
Karl Marx ) contends that an economy based on
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private ownership will inevitably fail . In its political
aspecls communism demands a one-party system
without public debate of issues or free choice among
alternatives by voters .

Completed staff work Implies presentation of a clear

recommendation to a superior based upon full
consideration of a problem , clearance with persons
importantly affected, suggestions about avoiding any
difficulties involved , and , often , the preparation of
necessary implementing paper work so that the
receiving manager can accept or reject the proposal
without  further study, long conferences ,or
unnecessary work .

Computer audit program A powerful audit tool that can carry

out a wide range of audit tests and enquiries on a
computer data base and its associated systems .

Corporation 4 business firm created by a charter issued

Cost

(usually ) by a state . It is regarded by the law as
separate from the stockholders who own it . It has the
advantages of limiting the liability of these
stockholders and facilitating the accumulation of
money from many stockholders .

In economic analysis , cost does not necessarily refer to
simple dollar outlay but refers to what must be given

up in order to attain a stated objective . This concept
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(opportunity cost ) covers not only direct payments but
such things as the value of opportunities foregone by
an owner as a result of devoting his time to the
business in question . Average cost of production is
total cost of producing a given quantity ( cost taken as
above ) , divided by the quantity . Marginal cost is the
increase in total cost which would result from the
production of an additional unit . Fixed costs are costs
which do not change with the level of output , variable
costs are costs which do .

Cost of sales adjustment (COSA) An inflation accounting
adjustment that makes allowance for the rising cost of
replacing stock .

Credit One side (usually on the right ) of a double entry book-
keeping system . Abbreviation Cr.

Crisis policies The strategies adopted by management to quickly
solve urgent problems .

Current liabilities Short term debt mainly comprising of trade
creditors and bank overdraft .

Current purchasing power (CPP) A system of inflation
accounting that converted historic cost accounts into
units of current purchasing power by applying the
retail price index in a series of calculations .
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Data base A structured file of basic data usually computerised
that enables it to be used for a wide variety of
applications .

Debenture A legal document securing loan finance . May be a
fixed , or a floating change on he assets of the business

Debit One side of a double entry book-keeping , usually the left .
Abbreviation Dr.

Debtor A business or individual that owes another business
money for goods or services supplied .

Decentralization The form of management responsibility in a
large corporation that gives lower-level executives in
the various divisions and plants maximum authority to
make their own managerial decisions .

Deduction n United States income tax procedure an item , such
as charitable contribution , that a taxpayer can deduct
Jrom his income before he states his taxable income .
Deductions reduce the taxable part of income

Deficit The situation that prevails when a year's government
spending exceeds the year’s tax receipt . The deficit

. usually requires the sale of extra government bonds
and increases the national debt.
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Demand Either the quantity buyers plan to buy under given
circumstances at a specific price , or the list of
quantities buyers would plan to buy at each price
under given circumstances. The latter is more
properly the demand schedule , and its graphical
depiction is the demand curve .

Demand-pull An inflationary process in which the main force is
the expansion of incomes , leading to increased
demands , higher prices ( if output is at capacity ) ,
higher wages , and a further increase in incomes
leading to another round of the process .

Depreciation, an accounting procedure that allocates a portion
of plant asset cost to current operations on a rational
basis over time .

Derived Demand In which the thing is not in demand for itself
but because it is required in order to obtain something
wanted of itself . the demand for inputs in production is
derived from the demand for the products produced .

Devaluation A change in a country’s exchange rate which
makes the home currency worth less in terms of foreign
currencies .

Developed nations nations in which the standard of living has
reached a minimum level , modern technology is being
31
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used , education and literacy are widespread , the
industrial structure is diversified , and the social ,
political , and cultural institutions are consistent with
economic growth .

Developing nations nations in which the standard of living has
not reached a minimum level , modern technology is
not used , education and literacy are not widespread ,
the industrial structure is not diversified out of
agriculture , and the social , political , and cultural
institutions are not consistent with economic growth .

Disguised Operation /n the United States banking system , a
method by which commercial banks can increase
reserves and which can be regarded as analogous to
an individual obtaining a bank loan .

Disguised Unemployment A situation , often associated with
peasant economies , in which the number of people
nominally employed is greater than the number that
can actually be used.

Distribution In economic , refers to the whole pattern of how
society's output ( or benefits ) is divided among its
members .

Distributional Poverty  Poverty entirely due to uneven
distribution over society , as opposed to general
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poverty in which society’s outputs are too low to
abolish poverty everywhere.

Distribution of income measure of degree of concentration of
income among the population If the bulk of an
economy’s income is concenlrated in the hands of a
small number of wealthy individuals , the income
distribution is characterized by a high degree of
inequality ; of an economy's income distribution is
characterized by a high degree of equality .

Earnings per share (EPS) Profit after tax divided by the
number of shares in issue .

Earnings yield Calculated by dividing the earnings per share by
the share price . It is the reciprocal of the P/E ratio
and represents the return on investment . (ROI) .

Economic forecasts predictions of future levels of economic
activity based on an analysis of data concerning trends
in leading indicators and key variables and attitudinal
surveys of business intentions .

Economic growth increases in the aggregate level of economic
activity , generally measured by changes in GNP .
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Economic organizations relationship between the various
sectors of the economy ( households , firms , and
government ) and the social , political , legal , and
institutional framework within which economic activity
takes place .

Economics social science concerned with the allocation of
scarce resources among alternative ends

Economic value Expected future earnings from an asset or
group of assets . Also called present value and future
utility .

Elaboration The tendency of an open system , and a social
system in particular , to enlarge its boundaries or
create a new supruasystem with wider boundaries .

Elasticity A term widely used in economics for the ratio of the
percentage change in another , Being a ratio of
proportions , it is a pure number and is independent of
units of measurement . Elasticity of Demand ( Supply )
refers (o the ratio of the percent.

Enterprise self-audit The making by an enterprise of an audit
or appraisal , of its position , where it is heading under
present programs , what its objectives should be , and
whether revised plans are needed to meet these
objectives .
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Environmental forecasting Forecasting the future environment
—economic , technological , social , ethical , and
political - as it may affect the enterprise .

Equilibrium any stable situation that tends to last .

Equilibrium price the price that equates quantitv demanded
and quantity supplied and tends to remain stable .

Expansion a period of rising economic activity .

Exports foreign sales of goods and services .
— I

Factor Often used in a technical sense in economics to mean an
economic resource , especially in reference to broadly
defined categories of resources like *“ labor "
“capital,” * land,” factor markets are the markets in

these basic resources , and factor prices cover wages,
rents , hire of capital equipment , and other resource

prices .

Factors of production the resource inputs of labor , capital ,
land. And entrepreneurship .

Feedback An informational input in a system transmitting
messages of system operation to indicate whether the

system is operating as planned ; information
235




iphad plhey Sadinuns { g dgdeddf) psid pyan

concerning any type of planned operation relayed to
the responsible person for evaluation .

Feedforward control A control system that attempts to identify
future deviations from plans , early enough to take
action before the deviations occur , by developing a
model of system or process inputs , monitoring these
inputs , and taking action in time to prevent undesired
or unplanned system outputs .

Free enterprise An economic system of private ownership in
which free open markets are relied upon to set prices
and thus allocate the usage of resources . Generally
the same as capitalism .

Final accounts T7The accounts drawn up at the end of an
accounting period . Usually refers to the profit and
loss account and balance sheet at the financial year .

Finance leases A lease arranged to last for the entire useful life
of the asset . Distinguish from operating leases .

Financial gearing Relationship of debt to equity .

Financial Intermediary An institution , like a bank or
insurance company , that receives funds from
households and firms and places them with firms that
require funds for investment .
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Financial lease A lease arranged to last for the whole useful life
of an asset .

Financial ratios A set of ratios that attempt to measure a
business’s ability to meet its short term debt and
assess its financial structure .

Financial year A year based on the financial accounting
period. Usual year endings are : 31 st March or 31 st
December .

Firm The standard term in economics for any privately owned
(and sometimes publicly owned ) business enterprise
no matter whether a one — man business or a giant
corporation . A firm is regarded as a single decision —
making unit in production .

First in ~first out ( fifo ) method of determining inventory costs
in which costs are charged against revenue in he order
in which they occurred .

Full employment situation in which all of society’s resources
are being used , within acceptable limits , at their full
capacity . Full employment of labor is generally
defined as a situation in which the unemployment rate
is 4 percent or less .
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Gearing adjustment An inflation accounting adjustment related
to the level of long term debt by a business .

General Equilibrium The concept of the economy as a
connected system , in which the outcome of events in
any markets or sectors , so that true equilibrium in one
market is reached only when there is equilibrium in all.

General Journal , a chronological record of all business
transactions not recorded in special journals .

General ledger A grouping of accounts not related to trade
purchases or sales . Sometimes called the nominal
ledger .

Gold exchange Standard An international monetary system of
fived exchange rates in which net international
payments are made in gold , but domestic transactions
are not .

Gold Standard A domestic and international monetary system
in which gold is used as money both domestically and
. internationally , perhaps supplemented by other forms
of money which are freely exchangeable with gold at
fixed rates .
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Going concern  An accounting concept that assumes that a
business has a continuing existence .

Going concern value A4 method of valuing a business on a going
concern assumption . Usually calculated by estimating
Juture profits or net cash flows for a number of years
into the future .

Goods market the market in which goods and services are
bought and sold .

Goodwill An intangible asset representing the difference
between the going concern value and asset value of a
business .

Gross national product (GNP) measure of the total volume of
economic aclivity in a given vear . Generally , GNP is
measured as the sun of all goods and services
produced for final sale in a given year ; alternative
measures include the total income generated by the
productive process and the total expenditure on goods
and services .

Gross margin Gross profit as a percentage of sales .

Gross profit Sales less cost of sales . Calculated in the trading
account .

239




Lteall patho g chadiauss | aghtih dploddfl pshd spaa

Gross profit method , method of costing inventory in which
gross profits are subtracted from net sales for a period,
giving inventory sold . This figure is subtracted from
the inventory available for sale to yield a total cost of
the inventory on hand .

Gross profit percentage , 298 : ( gross profit <net sales )x
100%.

Gross value of output the rotal revenue generated from the sale
of output .

Group accounts The adding together of the subsidiary
companies accounts into consolidated financial
statements .

Guarantee company A limited company where members do not
subscribe the initial capital , they guarantee funds will
be available if the company is wound up .
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Hardware The tangible parts of a computer system including
the central processing unit. input/ output devices and
backing storage .

Hierarchy of needs Psychologist Maslow's theory that basic
human needs exist in an ascending order of importance
(physiological , security , daffiliation or acceptance ,
esteem , and self-actualization ) and that once a lower-
level need is satisfied , actions appealing to it cease to
motivate .

Hidden gearing Financial arrangements that do not affect the
debt equity relationship . For example leaving assets
instead of purchasing them .

Highlights of the year statement A quick reference statement
containing selected data about a company’s annual
accounts.

Hire purchase A method of financing the acquisition of assets
where title does not pass until the option to purchase is
paid .

Hiring A from of bailment for the short term use of assets. Title
does not pass .
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Historical summaries Published statements included in the
annual accounts that provide a five to ten year
summary of profits , sales and other selected data .

Historic cost Exchange value at a past point in time .

Holding gain The gain arising from holding stock during a
period of rising prices . The gain may be realised or
unrealised .

Holding company type of business organization created by
acquiring stocks or securities of other firms .

“holding other forces constant” assumption used to hold
constant all other factors that could affect the
relationship being observed .

Homeostasis , dynamic The characteristic of a system whereby
it is constantly in motion with a tendency to seek
equilibrium at various changing levels.

homogeneous products see undifferentiated products .

horizontal integration business consolidation aimed at
controlling markets for final products .
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Horizontal integration  Amalgamation of companies that
reduces competition .

“Hot cargo” clause A clause in a labor-management contract
that gives employees the right to refuse to handle
goods produced in plants where there is a strike .

household sector the decision-making unit of the economy that
owns all factors of production .

Human asset accounting Programs attempting to measure the
value , and its changes , of investment in human assets
of an enterprise .

Human Capital By analogy with physical capital, the concept
that the knowledge , skill, and even physical strength of
humans can be increased by investment in training ,
education, and special care , so that the result of this
investment is economically similar to the result of
investing in physical capital because it can result in
increased production .

Hygiene approach to motivation Psychologist Herzberg's
theory that certain human needs motivate and others
merely cause dissatisfaction it they are not met | on
other words , the meeting of this latter class of needs is
a “ maintenance “ or “ hygiene “ factor; these are
such factors in a work situation as salary , company
policy and administration , quality of supervision ,
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working conditions , interpersonal relations , status ,
and job security .

Hyperinflation A rate of inflation so high that people are
unwilling to hold money for even a few days . because
of the rapidity with which its exchange value in terms
of goods is declining .

Income Often used in consumer theory to mean the budget
allocated for consumption expenditure rather than
income proper .

Income flows The measurement of the flow of income through a
business based on accounting conventions .

In house indices An index constructed by a business for
management purposes and inflation accounting .

Industry Strictly speaking , the set of firms producing identical
products . Also used , however . to cover the set of
Jfirms producing closely similar products .

Infant Industry A term used in international trade theory and
development theory to refer to the early stages of an
industry which , when much larger , is expected to
produce at lower unit cost.
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Inflation A relative term for a situation in which the rate of
increase in prices generally is greater than considered
“normal “ .

Inflationary Gap The excess of planned at existing prices over
capacity output at those prices , typically leading to
upward pressure on prices .

Inflationary Spiral A self-sustaining dynamic process by
which prices continue to rise even though the initiating
cause of the inflation may have disappeared .

Infrastructure The social capital in form of transport ,
communication , educational and administrative
arrangements that are taken for granted in developed
countries , but lacking in less developed societies .

Injection [n macroeconomics , refers to expenditure ( such as
government expenditure or business investment ) which
is not a direct function of income , and is thus
“injected” into the income —consumption loop .

Innovation New products , services, and methods of production
that can lead to profit for a firm .

Interest The cost of using borrowed money . Also he income of
lenders . It is usually stated as an annual percentage .
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International Liquidity Refers to the world-wide availability of
things acceptable in international  monetary
transactions .

International Monetary Fund A fund established in 1944 with
sixty-eight member nations . Member nations can
borrow each other’s money from the Fund . It is
designed to facilitate international trade and lessen
international monetary conversion problems .

Investment The act of making or buying new items of capital ,
or the financial transactions associated with this act.
Over the economy as a whole, the total dollar value of
all investment is Gross Investment . Net Investment is
gross investment less the value of things used only to
replace existing but worn-out capital , and thus
represents the value of the increase in the capital stock

Imperfect Competition Any competitive structure in which
either the buyer or seller can influence the price of the
transaction by his own action , as opposed to perfect
Competition in which each individual buyer and seller
makes transactions which are so small a part of the
total that they do not affect the price .

Internal control, Those procedures that seek to ensure the
R protection of business assets and the accuracy of
record-keeping operations .
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Inventory, merchandise held for sale in the normal course of
business , materials in the process of production , or
materials held for such use in a manufacturing
enterprise .

Invoice A document stating amount due for payment for goods
and /or services rendered together with terms of

payment .

Job enlargement Programs of expanding the job content with a
view to making it less specialized and presumably
more interesting and challenging .

Job enrichment Programs of building into jobs a high sense of
meaning , challenge , and prtential for accomplishment

Joint Product Products are joint if the technology requires that
one cannot be produced without the other , even
though it may be possible to vary the proportions
within limits .

Journal : A4 chronological (daily) record of all business
transactions which shows the dual effects of those
transactions .
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Key Currency The currency of one country which is widely held
in foreign countries and used to settle international
transactions even between countries for neither of
which it is the domestic currency .

Kinked demand curve The shape of the demand curve facing
an oligopolistic firm . The kinked shape reflects the
firm’s view of is ability to influence sales by changing

price .

Labor force participation rate The percentage of the
population which is either at work or looking for work.

Labor-intensive One production process is labor-intensive
relative to another if it uses a higher proportion of
labor relative to other inputs .

Labor The human factor of production that carries out work as
planned by management .

Laissez-faire An economic system with little or no government
control in which everyone pursues his or her own self-
interest and the economy is essentially self-regulating .
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Leadership Tke art or process of influencing people so that they
will strive willingly toward the achievement of group
goals .

Lessee A business or individual that acquires the use of an asset
through leasing arrangements .

Lessor An individual or business that leases an assets to other
individuals or businesses .

Letter of representation A statement written and signed by the
directors providing details about the company's assets
and liabilities required by the statutory auditors .

Line An authority relationship in an organizational position
where one person ( a manager ) has responsibility for
the activities of another person ( the subordinate ) . It
is commonly erroneously thought of as a department or
a person , and not a relationship ; it is also commonly ,
but inaccurately , thought of as the major departments
of an enterprise believed to be most closely
contributing to the achieving of enterprise objectives ,
such as marketing and production in a manufacturing
company .

Linkages /n development theory , refers to the effects of
expansion in one industry on the need or desirability of
expansion in others .
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Liquidity The property of an asset of being easily and
immediately exchangeable for other things at a
predictable rate of exchange . Money is regarded as
having the maximum possible liguidity .

Liquidity ratios The main ratios take the relationship of current
assets , or part of he current asset , to current
liabilities .

Listed company A public company quoted on the Stock
Exchange . Also called a quoted company.

Loan capital Long term debt such as debentures .

Management as an art The use of underlying knowledge
(science ) and application of it to realities in a
situation , usually with blend or compromise , to obtain
practical results; managing is an art but management
is more properly used to refer to the body of knowledge
—science —underlying this art .

Management as a science Organized knowledge —concepts ,
theory , principles , and techniques — underlying the
practice of managing ; science systematically explains
phenomena in managing , as it does in any field .

<
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Management auditing Auditing the quality of managers
through appraising them as individual managers and
appraising the quality of the total system of managing
in an enterprise .

Management development The process of individual growth in
the full utilization of on’s managerial capabilities .

Macroeconomics the study of the operation of the total
economy.

Marginal cost the cost required to produce one additional unit
of output .

Market capitalisation The number of ordinary shares in issue
multiplied by the market value per share .

Market demand the economy’s total demand for a good or
service .

Margin Usually to describe a percentage level of profit which
can be a gross or net margin . Also distinguish between
margin and mark-up .

Market economy an economic system characterized by
individual decision making with little or no government
interference .
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Matching A concept that requires costs and revenues to be
matched in discrete accounting periods.

Materiality 4 concept that allows accounting rules to be relaxed
because the amount involved is considered
insignificant and not material to the accounts .

Micro-economic The study of small scale activity such as single
business units .

Mixed economy An economy that combines free enterprise
capitalism with some government ownership and
regulation of business .

Mobility The ability of a factor of production to move physically
to another location or to adapt itself to a new industry .
Some land , for example , can be used for a variety of
purposes ;| some workers are willing o move to areas
where there is greater opporfunity.

Monetary adjustments The adjustment of cash or debt to allow
Jor the change in the general purchasing power of
money .

Monetary items A general term used in inflation accounting
when referring to cash, cash equivalents and debt that

. are likely to be affected by a change in the general
purchasing power of money .
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Monopoly A market structure with only one firm selling the
product , and no other firms selling closely related
product . If , as is often the case with public utilities ,
the technology is such that the existence of more than
one supplier would lead to obvious wasteful
duplication of capacity , the structure is a Natural
Monopoly .

Monopoly Profit Term used to cover the difference between
actual profit and the profit of an equivalent perfectly
competitive industry , for all types of imperfect
competitive industry , for all types of imperfect
competition and not only monopoly proper .

National Income Specifically , the sum of all incomes generated
in the economy . More generally , refers to all the
aggregate concepls which appear in the National
Income Accounts of the country . The most commonly
used of these is Gross National Product , the total
value of all final goods produced in the economy
without allowance for capital depreciation . Net
National Product is equal to gross national product
less capital depreciation allowances , Net national
product and national income are closely related but

not identical .
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Negative interest rate Refers to a rate of interest that is below
the rate of inflation and therefore does not compensate
Jor the loss in the general purchasing power of money .

Negotiated disclosure A from of reporting arising from the
legal rights of trade unions to demand information for
collective bargaining .

Net income after taxes as a percentage of sales , ( net income
after income tax+ net sales ) x 100%

Net liquid funds Cash and cash equivalents . Such as short term
investments less bank overdraft and other short term
borrowings .

Net margin Net profit before tax and interest as a percentage of
sales .

Netting off A common method of reducing ( sometimes
concealing ) the detail in published accounts . Costs
and revenues or movements of funds are netted off
against each other and only the balancing figure is
shown .

Nominal ledger A grouping of accounts not related to trade
purchases or sales . Some times called the General
ledger .

254




AP 1A, Ly pihad

Nominal value Usually refers to the legal value of a share .
Distinguish from market value .

Nondurable goods goods such as food and clothing that have a
short expected life and are consumed on a rather
regular basis .

Normal goods goods whose consumption increases as income
increases .

Normal profit A return to the investor that will just satisfy and
encourage him to remain in his present activity .

Notes receivable A subdivision of assets that refers to money
owed to the business evidenced by a note .

Notes payable, A subdivision of liabilities that refers to money
the business owes to a creditor evidenced by a not .
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Occupation discrimination condition that exists when two
equally qualified individuals have different sets of jobs
available to them .

Oligopoly A market structure with a relatively small number of
dominant firms , so that the actions of any one of these
firms have a major impact on each of the others . The
characteristic of an oligopoly situation is the existence
of close rivalries and the necessity for each firm to
consider potential reactions of its rivals in formulating
its own policy . The most extreme form of rivalry
appears in duopoly where there are only two dominant
firms .

Opportunity cost The value of the next best opportunity open to
the user of a resource or a spender of money besides
the alternative which is chosen . If the next best
alternative open to a firm that builds a 100-million-
dollar plant is loaning the money out a 4 per cent per
year, then 4 million dollars per year is the opportunity
cost of using the money to make the goods produced in
the plant.

_ Optimal capital structure A debt equity mix where the average
' cost of capital is minimised .
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Ordinary shares A class of share capital representing the
ultimate power in a company . This power may be
exercised at the Annual General Meeting (AGM) but
this rarely occurs .

Organization A concept used in a variety of ways such as (1) a
system or pattern of any set of relationships in any kind
of undertaking ; (2) an enterprise itself: (3)
cooperation of two or more persons ; (4) all behavior
of all participants in a group; and (5) the intentional
structure of roles in a formally organized enterprise .

Organizational authority The degree of discretion in
organizational positions conferring on  persons
occupying these positions the right to use their
Jjudgment in decision making .

Organizational behavior modification A motivational
approach to organize behavior through defining and
manipulating such internal states as desires
satisfactions , and attitudes .

Organizational development 4 development process embracing
a wide variety of behavioral and management
approaches designed to make human behavior and
relationships in an organization more effective ,
primarily  through probing behavior problems
attitudes, motives , and values of participants , and
adopting such techniques as management by objectives
and revision of task structure to make coordination
more effective .
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Organizational role An organizational post designed for
individuals to fill ; to be meaningful to people , it must
incorporate (1) verifiable objectives ; (2) a clear
concept of the major duties or activities involved ; (3)
an understood area of discretion , or authority ; (4) the
availability of information and resources necessary to
accomplish a task .

Overheads Costs that are not directly attributable to a specific
product or service and tend to be fixed or semi-fixed in
nature .

Overtrading When the growth in sales is not safely financed
from internally generated funds and / or secured
manageable loans .

Payroll register, A from used by a business for computing
taxes which that business must pay on the wages of its
employees .

Parity The relationship between prices that farmers receive for
crops and the prices they pay for the things they buy .
Achieving 100 per cent of party is to achieve the
favorable relationship that existed in 1910 — 1914
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Par value Refers to the legal value of a share . Often called
nominal value . Distinguish from market value .

Petty cash fund, a fund kept by a petty cashier from which
employees may obtain small amounts of cash ( on
approval} for every day use .

Partnership Two or more people engaged in business together
without forming a company .

Peak The upper turning point of the business cycle .

Per capita income The ratio of total income available to
households taxes .

Periodic inventory, a general system of inventory accounting in
which only the costs of sales are recorded ; no entries
are made at the time of sale that charge profit or loss
with the cost of merchandise sold . All adjustments are
made at once at the end of a period ( usually the yearly
accounting period ).

Personal income aggregate amount of income available to
households before taxes .

Plant Standard production unit in business enterprise . A firm
may be comprised of several plants .
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Pool A loose form of business organization that consists of a
written agreement among firms concerning that
consists of a written agreement among firms
concerning market areas , prices , profit shares , or
production quotas .

Poverty level Poverty levels vary according to family size , sex
of family head , residence ( farm and nonfarm ) , and
age . In 1970 , the range of poverty levels was from
31,487 ( individual female over 65 living on a farm ) to
& 6,116 ( nonfarm family with seven or more persons
with male head ) .

Prepayments Amounts that have been paid in advance at the
end of an accounting period .

Present value Expected future earnings from an asset or group
of assets . Also called future utility and economic value

Price/Earnings ratio An important investor ratio that is the
number of years earnings represented by the share
price.

Prime cost Total direct costs incurred in manufacture .

Principles Fundamental truths , or what are believed to be
: truths at a given time , explaining relationships

between two or more sets of variable , usually an
260




At Gally dpdeat pathad

independent variable and a dependent variable ; may
be descriptive , explaining what will happen , or
prescriptive ( or normative) , indicating what a person
should do ; in the latter case , principles reflect some
scale of values , such as efficiency , and therefore
imply value judgments .

Programs A complex of goals , policies , procedures , rules
task assignments , steps to be taken , resources to be
employed , and other elements necessary to carry out a
given course of action and normally supported by
capital and operating budgets .

Purchases Journal, a journal to record purchases on account .

Qualified audit report A statement by the statutory auditor that
can range from saying that an opinion cannot be
formed due to the inadequacy of the underlying
records to a technical qualification based on non-
compliance with an accounting standard .

Quantity theory of money Theory concerning the relationship
between changes in the money supply and the price
level . The theory states that if the velocity of
circulation and the output of goods and services are
constant , there is a direct proportionate relationship
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between changes in the money supply and changes in
prices .

Quoted company A public company with Stock Exchange
quotation . Also called a listed company.

Quoted investments Holdings of shares that are listed on the
Stock Exchange and can usually be quickly converted
into cash . Distinguish from shareholdings in
subsidiary and associate companies where they are not
quickly convertible into cash .

L R 3

Rationality Analysis  requiring a clear goal , a clear
understanding of alternatives by which a goal can be
reached , an analysis and evaluation of alternatives in
terms of the goal sought , and a desire to optimize .

Real-time information Information on events as they occur .

Recentralization of authority The recall of some or all
authority previously delegated .

Recession A moderate economic downturn , such as those in
1949, 1954, 1958, and 1960 . They are less severe than
the Depression of the 1930s, but are associated with
increases in unemployment and some decrease in
output and income .
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Regressive tax A tax, such as the cigarette tax , in which low-
income taxpayers pay a higher percentage of their
income as tax than higher- income taxpayers pay . ( In
some cases high income persons may pay more dollars,
but they pay a smaller percentage . )

Rent As a formal term in economic , it refers to the payment for
he use of land as space and location only , and not to
any part of a total payment which is for the use of
buildings or improvements . It is also used in a
technical sense for payments for the use of any
resource which , like pure land , is fixed in total
quantity .

Residual Profit “Residual “ is sometimes used to emphasize
that payments for the use of capital and managerial
services are not considered part of profits .

Resources Human and nonhuman items ( land , machines , etc.)
that can be used for producing goods and services .

Responsibility The obligation owed by subordinates to their
superiors for exercising authority delegated to them in
a way to accomplish results expected .

Retail inventory method An inventory method that uses retail
prices which are converted to cost by applying the
ratio prevailing between costs and retail prices during
the period .
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Return on capital employed Profit before tax . interest ,
extraordinary items and minority interests divided by
average capital employed .

Return on investment The earnings an investor receives on the
investment , usually called earnings yield . Distinguish
from return on capital employed .

Return-on-investment control A control technique designed to
measure a division or other of a business enterprise by
looking on the profit made as a percentage of the
investment in assets in thal entity .

Revaluation Strictly speaking , means any change in the rate of
exchange of the country's currency for foreign
currencies . In the absence of a better word , it is
Sfrequently used to mean only an exchange rate revision
that increases the value of the domestic currency in
terms of foreign , devaluation being used for change in
the reverse direction .

Revenue The amount of assets that a business gains as a result
of its operations .

Revenue expenditure Where the benefit is consumed during one
accounting period . Also see capital expenditure .
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Revcnue reserves Amounts of profit retained for general use in
the business . No legal restrictions on their use for
distribution .

Risk amalysis An approach to problem analysis which weighs
risks in a situation by introducing probabilities to give
a more accurate assessment of the risks involved .

Runaway inflation Situation in which prices are rising at a very
rapid rate .

Rules Required action or nonaction , allowing no discretion .

Sales Journal, A record of sales on account .

Saving The portion of disposable income that households save .

Saving function The statistical relationship between income
and saving .

Scale Term used to denote plant size .

Scarcity Something is scarce in the economist’s sense if social
welfare could be increased by having more of it .
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Desert land is not scarce in North Africa , but labor is
scarce in most economies most of the time .

Secret reserves Reserves that do no appear in the balance sheet

Secondary boycott A strike designed to cause a firm ( secondary
Jirm ) to exert pressure against another employer
(primary firm ) who is really the basic party to the
labor dispute .

Seniority The common practice of basing promotions and
layoffs in industry on length of service with the firm .
Promotions go to the workers with the longest of
service , and layoffs to those with least .

Share capital The issued share capital represents the ownership
the ownership of the company . Distinguish between
authorised and issued share capital .

Share premium The difference between the sales value and
nominal value of an ordinary share .

Short run A period of time too short to allow all the effects of
an economic change to take place . It is too short to
allow a firm to change is fixed plant and equipment . It
does , however, permit production to be undertaken
with existing plant and equipment .
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Simplified financial statements Written for the non-financial
reader with an option to receive the full set of
published accounts .

Social Welfare A conceptual indicator that is considered to be
improved by a *' good " policy and made worse by a
bad " policy . A policy which is considered desirable
on the Pareto Criterion would be presumed to increase
social welfare . Social welfare , unlike individual
preferences , involves interpersonal judgment in cases
in which the Pareto Criterion cannot be applied and
cannot be free of value judgments

Strategies General programs of action and deployment of
emphasis and resources to attain comprehensive
objectives ; he program of objectives of an
organization and their changes , resources used to
attain these objectives , and policies governing the
acquisition , use , and disposition of these resources ;
the determination of the basic long-term objectives of
an enterprise and the adoption of courses of action and
allocation of resources necessary to achieve these
goals .

Supply The amount of a good sellers would sell at any one time
at each of he possible prices that might be offered .
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Surplus ( accounting ) That part of firm's net worth which does
not represent the original investment of the
stockholders . Often called "' retained profits . *

Surplus ( government budget ) The situation that prevails when
a year's taxes exceed that year's government spending.

Systems , definition A set or assemblage of things connected ,
or interdependent , so as to form a complex unity ; a
whole composed of parts in orderly arrangement
according to some scheme or plan . For any system
there must there must be boundaries that separate it
Jfrom its environment .

Tactics Action plans by which strategies are executed .

Tariff A tax on goods imported from foreign countries . It is
mainly designed to discourage such imports by raising
the prices of the imported goods .

Technological forecasting Forecasting he future technology
that may affect the operations of an enterprise .

Technology The collection of all known ways of doing things .
The collection of all known ways of making things is
the production technology , the collection .
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Theory A systematic grouping of interrelated principles and
concepts which provides a framework for significant
knowledge .

Trial Balance a procedure to prove the accuracy (i.e. the
equality of the debits and credits ) of Ledger .

Turnover The total income received by a business during an
accounting period . Not necessarily the same as sales
because there may be other sources of income .

Trust A type of business organization formed by several
companies in a particular industry by granting control
of their stock to a group of trustees .

Unclosed accounts  Accounts that begin a new accounting
period with a nonzero balance .

Underemployment Situation in which labor is not being used in
the most efficient manner . Underemployment exists
when laborers are working below their skill level
when laborers are working part time but are seeking
full-time employment , and when laborers have stopped
looking for work because they were unable to find a
suitable job.
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Undifferentiated products  Products that are relatively
homogeneous and have no distinguishing features .

Unemployment Situation in which some laborers who are
seeking work are unable to find a suitable job .

Unemployment rate Percentage of the labor force that is
unemployed and seeking work .

Unlimited company An organisation with a separate legal
identity but members do not have limited liability .

Unlisted security Shares that do not have a stock exchange
quotation .

Unincorporated association  An organisation without a
separate legal Identity .

Universality of management The concept that essential , or
basic , management science , theory , principles , and
concepts are applicable to any culture even though
applications in practice may vary depending on
cultural differences , contingencies , or situations .

Unrealised profit ( unrealised gains ) The difference between
the current sales value and current replacement cost of

goods not sold

Utility Conventional term used to describe consumer
satisfaction
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Value The ability of a good to command other goods ( or
money) in exchange for it in the market .

Variable Proportions Refers to the existence of alternative
processes in production , which permit the use of
inputs in different proportions or the production of
Jjoint products in different proportions .

Variable budgets Budgests constructed by distinguishing
between period costs ( costs that vary only with time or
remain fixed over time ) and variable costs ( costs
that vary to some extent with the volume of enterprise
output ) and showing budgeted expenses of an
organizational unit as they with volume .

Velocity of Money The ratio of income to money balances .

Verification An audit function that is to ensure that the recorded
assets and liabilities actually exist and details such as
valuation are correct .

Vertical balance sheet A4 balance sheet layout where assets are
usually listed above liabilities instead of the traditional
layout of liabilities on the left and assets on the eight .
(The reverse in the USA)

Vertical integration Amalgamation of companies to secure
supplies and /or distribution and benefit from the
economies of scale .
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Voucher A document used as an internal control device to help
verify that a purchase on account is warranted .

Voucher system A cash disbursements system which ensures
that no unwarranted expenditures of cash are made .

Wage discrimination Condition that exists when two equally
qualified individuals in the same occupation earn
different wages for the same quantity and quality of
work .

Wages Factor payment to labor .

Welfare Economics The branch of economics concerned with
the criteria for making normative judgments about the
operation of the economy , and with prescriptions
based on these criteria .

Withdrawal A4 technical term in macroeconomic analysis for
that part of income which is not directly spent within
the economy by the income recipient , such as saving ,
taxes , and expenditure abroad .

Working capital Current assets minus current liabilities . Also
called net current assets .

Working capital cycle The amount of time it takes for cash to
pass through the working capital of the business from
stock to debtors and back to cash .
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[ fath] 5 1829 — 3 6 - ( Fac)
foot [ ft.] a8

. i 0.3048006— days 12 — 5335 0.333 — (U,
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Gallon ( olad) Oalla
( British or imperial) [gal.] - (Siyd osla 1.20094— ( 2a_.l)
. A4 45470 ~ 4aSa tenyy 277.42

Gallon (Sl ) ot

(US)Tgal] iap 231~ gilai ;yta 0.83268 —( indl)
. A13.7853 — dmsa

- w

grain aad
— ol 0.0648 — (s 5da) Jh M (e 1/7- o351

- ake 64.799

gram [g ) p
iadd 15432 — ) 0.03527 — ( o8))

gross [gr.] s
iy p 12 ~ (=Y

hand &
o s 10,16 — S ys 4 —{ gV Jp)

Hectare Jasa
[ ha.] — Ay ya 40 395,367 — 122,471 —( dalud)
. g0 i 10000 - 1 100

hectogram [ hg.] o sish
Pon S 0.1 - 35dad 339 35274 — (0155Y)

Hectoliter A gisa
[hL] Ol 26,418 — U35 2.838 — ( daud))

infa jia0.] — LinSa hoa gy 61025 53 100—
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hectometer [ hm.) Shagisa

Reapy pad 328 — 53 109.361-(J,—Ll)
e 100 — 05 328.083 J sxal,

inch ( in.] fay
2.540 — Ja 1000 - pail 5me 1/ 12 ~ ( Js—hal)

. el 2540 — i

Kilogram s gls
[ke] oo 1000 — (s 0l ) 2.2046 - (o))
Kiloliter Sl shs
[kl.] 1000 ~ ;> 264.18 — J—25 28.378 — (-l
- e 238 35315 — LmSa5a,L 1.308 — sl

Kilometer Saghs
[ km.] 3280 — 53,4 1093.611 — Jae 0.621370 — {J,hl)
. jia 1000 — £33 3280.83 § clay 10 4 2

knot [ k.] I
(s et il ) Aol 3 (gm0 Jpa ~ (2o )

league [ 1.] fra
A _fia sl 4.82805 — Juad 3 - (k)

line [1.] hi
~ Siaflle2.12 — deay 1 12 ~ (Relbl )

leag 1/40 (50 delia )

liter [1.] < )5S 1.0567 — imSa i yy 61.0250 ~ ( dnll) sl

cemSe jiagn | - Gila 2 ,$0.9081 - Jta
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meter {m.] Y

— 253280833 — 521 1.093611 — {Js—ab)
Sadins 100— e 10 — ay; 39.37

metric ton R
( or millier) [t.] A48 1000 — 5 nlad by 2204.622
micron {m] G954

- alle 0.001 — a4 0.00003937 ~ (Jskt)

mil Ja
. iadle 00254 ~ 3y 0.001 — ( Jyklly oD bl )

mil ( nautical ) ( Br)) (S ) g o
. el 1.8532 — 038 6080 — ( Jhl)

mil ( nautical ) (Sd) g dsn
(US) . jaglS 1.853248 — L 6080.20 — ( Jskl)
mile ( land ) G

— 50 1760 — ,Si5d (5 ms e 0.868 — ( Johll)
. i 1609.347 — jia S 1.6093 — o3 5280

milligram [ mg.] plonsda
 f# 0.001 — 3asi 0.01543 - (05)

milliliter {mL] Alda
— 4aKs Loy 0.06102 — il 0.001 — ( Anudl)
nSe iefiia |

millimeter [mm.] Fagla
54 0.001 — duay 0.03937 ~( Jshl)
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millimicron {m] — 0350 0.001 - ((Jshl) GasSHapte
io 4 0.00000003937 — Ja 0.00003937

myriagram & .
— Sl a8 10 - (g plad Jb ) 22.046 — (o))

- = 10000

ounce [0z.] (Ll A8 ) iy
— A 437.5 — g ladl Jb b e 1/ 16 - (03sY)

- ¢l 283495

ounce { fluid) ( obed ) B ooy

Brom  [floz] 1734~ S, Bl (o)) 0.96073 — (inud)
. uaSa fiafiin 28,4130 — WaSa diay;

ounce ( fluid) (S ) S puigh
(US)[floz] - _ 5 da w59 1,041 — (L)
. unSa flefiia 29.5737

palm wis
chap3 - (paad) - a9 T - (Jskl)

pint (dry ) (US.) (S, iy iy
{dry pt. ] . 580.5506 — inSa duay 33.60 — ( Anull)
pint ( liquid ) ((odad) Hle iy

(Br.) [ligpt.] 346775 - S5 0 wila s 1.0320 — ( dnmd)
. 510.5682 — imSa ey

pint ( liquid ) - (St ) Jiba iy
(US.)[ligpt.] 51047317 - dmSu dua 28.875 — ( daml)
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point [ pt.] (doy ) A |

Lays 0.013837 — Ll (5 1/6 — ((ebilad ,3)
- Siaile 0.351 — ((Lay e 1/82 N sa)

pound [ 1b) $osted gl
— A a8 7000 — (4-3y) oy 16 — (oY)

. W 543,592

quart (Br. Or (sonladt ) apgs

imperial ) [qt] 6935 — _8y,d wila <8 1.0320 ~ (dand)
- A 11365 — ipladiay

quart (dry) (Sd) da ciss

(US)[dry qt)  Oas 1/32 = s 3dad <o b oS 0.969 — ()
o 5 11012 - AmSa L ys 67,201 —

quart (liquid) ( Siua) Ja ) 8
(U.S) [liq.qu] Osla 1/4 — (5 3dad & 35S 0.833 — ((and))
. 309463 — imSatiay 57.75 -

roll ((ead 3,y i) 4B
2316 — Gy 1 — (Jshd)

score baag (e
.20 - (1)

Span e

e 22.86—‘;"-“,:‘9"1‘\31!8—("}"“

Square &
.ny9.29—@)nr£100—(a\-\eﬂ)
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square centimeter LA Fagiia

[cm2] ~Aay e 12y 0.155 - (dalual)
- gion Jiada 100 — a1 5e 5e 0.0001

square chain U

|sg.ch.] — Ang e 52 484 — ( Galuadll) day s (rld)

- o 54 404.687 — lay e L 4356

square foot e pd

[ sq. ft.] ((Raasa ) 0.1111) Rasya 3354 1/9 — ((Ralual)

— g 34 0.09290 - iy ) s i ay 144 -

- e adie 929.034

aquare hectometer [ hm2] i SFagisa

a1 - (Aalud)

square inch a0 diay

[ sq.in.] &m0 1144 — Gay5a 503 111296 ~ ( dalal)

Qe afiis 6.4516—-

square Eia sagls

kilometer ~ 38247104 — 30 Jsa 0.3861 — ( Zalual)

[km2] - gape e 1000000 — ;1 10000 ~ jia 5Sa 100

square meter L sia

[(m2] 75 10.764 — das 50 31 1.1960 — ( 2alual)

000 — a0

square mil & e

0.000645 — iy 30 day 0.000001 — ( b))

- faom siada
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s a3

square mile S
[ sq.mi.] —dagy el e 6400 ~ J2d 640 — ( Aaldl)
— e 428 27878400 — dny 3—a 53 3097600

. JSa 258.999 — aa e jieslS 2.5899

square Bioe siasla

millimeter adiin 0.01 — desya duap 0.001555 — ( daluad)
[ mm2 ]

g
square yard dagpaiaty
{sq.yd. Loy 1296 — dnise fa 89— (aldl)
fion 5ia 083613 — das e

stone Qg
- asS 635 — (i) M) 14 - (054

ton (long) [ ltn.] g ob

gSi ob 1112 = (i ¢l 1.016 — (0558
a8 101605 — ((Liad ) Na, 2240 —

ton ( short ) gSaa Ol
[ sh.tn.] $ sie O 0.90718 — (s 5dad ol 0.89286 — ( 0)js)

A a8 907.18 ~ ( (sided ) —, 2000 -
yard [yd.) sl

5ia 0.9144 — Ziay 36 - Nl 3~ (Jykl)
g Loy Sy e a3l YD (A el el K amsy } Aliada
Ll LadsS e daa gl O i) aran 2y () Aaii W paa - ]
- S ALK s lana¥l JS Wi V) i pdadY)
le VA2 G o ¢ A ol il sy B 2
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Janiad o Yoy ¢ (" A e ANA'Y G " st LK
Seut st sq. " oajbaidlyl

o Wlha aia Ly ¢ paadly ajhal alla 8 aibV) il Jasiwy — 3
S LA - 4 pdl citaa g8 A, Bl L S 5 saad 8 Gy 40
- e e uald T e all g edBdYY £y ) ae ol

Loat) wapeM sgm J i ¥ o MY A S, 84
58 ol LgiSa a8 ai B LS 13 V) (small letters ) 5 ol
. { CAPITAL LETTERS)
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2 gald
(4nn ) i 55ad 5 380 a3 e g
Calgs 4 O ey

109.4 43| 842 291 59.0 15| 338 1

112 44| 86.0 30( 60.8 16| 356 2
113.0 45] 878 31| 626 17| 374 3
114.8 461 89.6 32( 644 18] 392 4
116.6 47 914 33| 66.2 19 41.0 5
118.4 48 932 34] 68.0 20| 4238 6
120.2 491 950 351 69.8 211 446 7
122.0 50| 96.8 36( 716 22| 464 8
123.8 51 986 371 734 23) 482 9
125.6 52| 100.4 38| 752 24| 50.0 10
127.4 53] 102.2 39) 7710 25| 518 11
129.2 54| 104.0 40| 788 26| 53.6 12
131.0 55] 105.8 41| 806 27] 554 13







L P )

XL =40
L= 50
LX =60
LXX =70
LXXX = 80
XC=90
C=100
CC =200
CCC =300
CD =400
D =500
DC = 600

3 gala

il y 0 Ui )
DCC =700
DCCC = 800
CM =900
M = 1000
MD = 1500
MM = 2000
MMM = 3000
MMMM = 4000
MV J
V = 5000
M = 1000000

: hbiada

oyl T il I il ¢ gt @ e S lesie — |

:sﬂbu.‘cd:u.)m
300=CCC « 3=l « 20=XX

365




el paliay Shalias | e A p5d praa

Al Rad o 418 Cisa Al Plas GaY G (o O3-S leie - 2

I1=1+10 = :b Je M. bea el Tad cibid ¢ cayad
X1

g ok ¢ Al b Aad o Sl Gl a Gal e ) 05S Laae - 3

9=1-10= :al Jde Jhue. L& G jal dad e S i ol dag

IX
1000 3 2 pine il ol Lad () Gijad 348 piSal il ey - 4
DAl e Joa

« 1000000 =M < 500000=D . 100000=C «50000=L . 10000=X

614000 = DCXIV
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pladl oa Gilida e

Afghanistan Afghani Too puls
OlGedladl EE i 100
Albania Lek loo gintar
Ll & ks 100
Algeria Dinar loo centimes
S I pfiiu 100
Argentina Peso Ioo centavos
Ofa Y 8 i 200
Australia Dollar lIoo cents
L fof N e 100
Austria Schilling oo groschen
Ll old oy 2 100
Bahamas Dollar Too cents
Llald )5 N i 100 )

367




Aghasl ppide g Clatheas | paghll 4001 pynd ppan

Bahrain Dinar loo fils
ot b s 1000
Barbados Dollar oo cents
oes b By R i 100
Belgium Franc loo centimes
Syl & piins 100
Bermuda Dollar Too cents
1390 N i 100
Bolivia Peso Ioo centavos
Lid 5 B A 100
Botswana Rand lIoo cents
U yoii g0 A, i 100
Brazil Cruzeiro loo centavos
S INA S 100
Bulgaria Lev loo stotinki
kel «ad S8 53100
Burma Kyat Too pyas
Ly 2AS w100
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Burundi Franc Too centimes
TEIBTY <bi A ¢ 100
Cambodia Riel Too sen
[FPZRS Jo o 100
Vameron Franc Too centimes
e b s 100
Canada Dollar lToo cents
jaiS N w100
Central African Franc Ioo centimes
Republic o it 100
bl Uil 4y ) sean
Chad Franc Too centimes
AL ok 5 i 100
Chile Escudo Ioo centesimos
o 5255 sanaiios 100
China (Communist) | Yuen Ioo fen
Lo pull) (peal ok o 100
China (Taiwan) Yuen Io chia
Ak ) (el ok L 10
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Colombia Peso Ioo centavos
L gl S 5% M. 100
Congo (Brazzaville) | Franc Ioo centimes
AT PR i i e 100
Costa Rica Colon loo centimos
& )b 8 o5 e 100
Cuba Peso Ioo centavos
Ly EP% i 100
~Cyprus Pound Iooo mils
U agia L0 edle 1000
Tizmkoslovakia Koruna Ioo haler
( i) L LS Uiy¢ n 100
Dahomey Franc Ioo centimes
oAl <l A st 100
Denmark Krone Ioo ore
< il a8 25 100
Dominican Republic | Peso Ioo centavos
OlSine sl 4y ) gpan E3 s 100
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Germany Mark oo pfennings
Lol 3 jla &k 100
Ecuador Sucre oo centavos
2538 K i 100
Egypt Pound oo milliemes
rae 4gia ple 1000
Equatorial Guinea | Peseter Ioo centimos
A sl bae S sofi 100
Ethiopia Dollar Too sents
il N S 100
Fiji Islands Dollars Too sents
ET PSS N i 100
Finland Markka oo pennia
(RO 1S e Ly 100
France Franc 1oo centimes
(WP ol i i 100
Gabon Franc Ioo centimes
Osla oL i il 100

n
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Gambia Dalasi Too bututs
Lala @ < 100
Ghana Cedi Too pesewas
e A ssma 100
Greece Drachma Too lepta
Sl Ll 5o 3l 100
Guatemala Qutezel Ioo centravos
Yo g2 J3sS it 100
Guinea Franc Too centimes
e o piii 100
Guyana Dollar Ioo cents
Lle BEY) i 100
Haiti Gourde Ioo centimes
ol 3y aiia 100
Honduras Lempia Too centavos
ol ) saia Ll A 100
Hong kong Dollar Ioo cents
&S jiga N i 100

n




Hungary Forint Too filler
(o) Ly jasa iy B 4100
Iceland Krona Too auror
laidet by S 2329 100
India Rupee loo paise
xgd P15 100
Indonesia Rupiah Too sen
Loyl ) o 100
Iraq Dinar Too fils
o Jan o 1000
Iran Rial loo dinar
o Ju, s 100
Ireland Pound Ieo pence
baid aga s 100
[taly Lira foo centesimi
Wy 1,0 i 100
Ivory coast Franc Too centimes
glad Jals ol 5 i 100
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Jamaica Dollar Ioo cents
aala 'Y i 100
Japan Yen loo sen
o ¥ o= 100
Jordan Dinar Tooo fils
oW K o l_Oi(L
Kenya Shilling To cents
ws s Caus 100
Kuwait Dinar Tooo fils
Sy W s odi 1000
Laos Kip Ioo at
sy S <100
Lebanon Pound lIoo piasters
Chal 2o A 100
Liberia Dollar loo cents
bongd N i 100
Libya Dinar Iooo dirham
L Laad s & 1000
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Luxembourg Franc loo centimes
zopausd ol e 100
Malawi Kwacha loo tambala
S Ll S VLS 100
Malaysia Dollar loo cents
(FH W N i 100
Malaysia Dollar loo cents
Lol N i 100
Maiagasy Republic | Franc Ioo centimes
JAE e Iy ) spar oli 4 ¢l 100
Mali Franc Ioo sentimes
S ol ji i 100
Malta Pound 20 shillings A5 20
Uil aya | 240 pence i 240
Mauritania | Franc oo centimes
Ll ) ye o B e 100
Mexico Peso loo centavos
LSl 2w S 100
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Morocco Dirham loo franc
el Y Y b 4 100
Nepal Rupee lIoo paise
Jas T3] 3 100
Netherlands Florin or Guilder | loo cents
Yol ya Nl g ol G 100
New Zealand Dollar Ioo cents
Lasdy j g e iw 100
Nicaragua Cordoba Too centavos
sl #1485 LS sk 100
Niger Franc Ioo centimes
el b i adiin 100
Nigeria Pound 20 shillings, ol 20
Ly 45 [ 240 pence (. 240
North korea Won oo jun
Gladll L, 8 03 o> 100
Yietnam Dong oo xu
oliis & 5100
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Yemen Rial 40 bugshas
O Ju 4, 40
Norway Krone oo ore
s us s 24100
Oman Rial Too baizas
Ulac Jdu, 5w 100
Quter Mongolia Tugrik Ioo mongo
A il Lisaise S5 sisa 100
Pakistan Rupee Ioo paisa
Sl Y 13 100
Panama Balboa loo centesimos
Ly 1yl yariin 100
Paraguay Guarani loo centimos
@b S yadiis 100
Peru Sol Ioo centavos
on g b 100
Philippines Peso lIoo centavos
Ol I3 i 100
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Poland Zioty Too groszy
Ll s w2l $Jsx 100
Portugal Escudo loo centavos
Jus Y S 100
Qatar Riyal Too dirham
S8 S #2100
Rhodesia Pound 20 shillings, (520
Ly 31 | 240 pence 24&
Rumania Leu loo bani
Lies o o 100
Rwanda Franc JToo centimes
INTY) ok Afin 100
Salvador Colon Ioo centavos
il Osss it 100
Saudi Arabia Riyal Too halalah
Ll iy ad dsta Juo il 100
Senegal Franc loo centimes
Juiiad oy i 100
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Sierra Leone Leone Too cents
O3 O <ine 100
Singapore Dollar Too cents
3 giladu Ny i 100
Somalia Shilling Too cents
e gl ol s 100
Sourth Africa Rand oo cents
EIBUREYTN Ny i 100
South Korea Won Ioo chon
Al 8 T 0= 100
Sri Lanka (Ceylon) | Rupee Ioo cents
(D) &Y (5 5m Ty G 100
Sudan Pound Iooo milliemes
M gl 4ia sila 1000
Swaziland Rand loo cents
Vil ) gaa 2 G 100
Sweden Krona oo ore
Y gl Uy S 22 100
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Switzerland Franc oo centimes
1 aas gos o 8 adis 100
Syria Pound Ioo piasters
L)y B o 100
Thailand Baht oo satang
W cab &l 100
Togo Franc Too centimes
»P ol 4 piiia 100
Trinidad and Togo | Dollar Ioo cents
$#hyiy Ny e 100
Tunisia Dinar looo milliemes
Ui $ Jha #da 1000
Turkey Pound oo piasters
LS5 (B S 100
Uganda Shilling Too cents
bae ¢ oA i 100
United Arab Emirates | Dirham
CRUNICH B W JEN R A
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United Kingdom Pound loo pence
aadiall ASlaalt (i) 4 oz 100
United States of | Dollar loo cents
America N e 100
LSy a1 Baaial AN
Upper volta Franc foo centimes
a0 ) i S i j piias 100
Uruguay Piaster loo cents
Sl e s A i 100
US.SR. Ruble loo kopecks
s AV dis) <L < 100
Venezuela Bolivar foo centimos
Sy 5 i 5 sasine 100
Germany Deutsche Mark | Ioo pfennings
Ll PER U i 100
Yugoslavia | Dinar loo paras
Lt 5 S ok 100
Zambia Kwacha loo ngwee
Lusal L S PP 100 |
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Abbreviations Appendix

AAAl  Associate of the Institute of Administrative
Accounting and Data Processing

AAIA Associate of Association of International
Accountants

AAPA  Association of Authorised Public Accountants

ABAA  Associate of the British Association of Accountants
and Auditors

ACA Associate Member of the Institute of Chartered
Accountants in England and Wales or Ireland

ACA Association of Certified Accountants

ACAS  Advisory Concilliation and Arbitration Service

ACASS  Association of Chartered Accountants Students
Society

Acc Account

ACCA  Associate Member of the Association of Certified
Accountants

ACEA  Associate of the Association of Cost and Executive
Accountants

ACIS  Associate Member of the Institute of Chartered
Secretaries and Administrators

ACMA  Associate Member of the Institute of cost and
Management Accountants
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ACT Advance Corporation Tax R

AECB  Accountancy Education Consultative Board

AGM  Annual General Meeting

AICPA  American Institute of Certified Public Accountants

AISG  Accountants International Study Group

ALIA Association of Lectures in Accountants

AMBl  Associate Member of the British Institute of

M Management

APA Authorised Public Accountants

APB Accounting Principles Board (USA)

APC Auditing Practices Committee

ASB Auditing Statements Board

ASC Accounting Standards Commitiee

ASCA  Associate of the Society of Company and
Commercial Accountants ]

ATFA  Association of Technicians in Finance and
Accounting

ATIT  Associate Member of the Institute of Taxation

AUTA  Association of University Teachers in Accounting

BCA Budget Cost Allowance

B/D Brought Down
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BDP Bad Debt Provision

BE Break Even

BEC Business Education Council

BEP Break Even Point

B/Fwd  Brought Forward

BIM British Institute of Management

BOTB  British Overseas Trade Board

CA Member of the Institute of Chartered Accountants
in Scotland

CA Companies Act

CAP Computer audit program

CAS Cost Accounting Standard { USA )

CBI Confederation of British Industry

cc Current cost

CCA Current cost accounting

CCAB  Consultative Committee of Accountancy Bodies

ccc Cwmni Cyfyngedig Cyhoedduc (PLC registered in
Wales )

/D Carried Down

C/Fwd  Carried Forward

CGT Capital Gains Tax
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CICA Canadian Institute of Chartered Accountanl.s%
cif Carriage Insurance and Freight

CIPFA Chartered Institute of Public Finance Accountants
CIR Commission on Industrial Relations ( See ACAS )
COSA  Cost of Sales Adjustment

CPA Certified Public Accountants ( USA )

CPE Continuing Professional Education

CPP Current Purchasing Power

Cr Credit 1
CcSO Central Statistical Office

CVvA Current Value Accounting

DL Direct Labour

DLT Development Land Tax

DM Direct Materials

Dol Department of Industry

Dr Debit ]
DT1I Department of Trade and Industry

EAA European Accounting Association

ECU European Currency Unit

ED Exposure Draft 4‘
EDP Electronic Data Processing
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EEC European Economic Community

EGM Extraordinary General Meeting

EMS European Monetary System

EPA Employment Protection Act

EPS Earnings Per Share

EV Economic Value

FA Finance Act

FaAl Fellow of the Institute of Administrative
Accounting and Data Processing

F&F Fixtures and Fittings

FAIA Fellow of the Association of International
Accountants

- B

FASAC  Financial Accounting Standards Advisory Council
(USA)

FASB Financial Accounting Standards Board (USA)

FBAA  Fellow of the British Association of Accountants
and Auditors

FBIM  Fellow Member of the British Institute of
Management

FC Fixed Cost

FCA Fellow Member of the Institute of Chartered
Accountants in England and Wales or Ireland
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FCCA  Fellow Member of the Association of Cem'ﬁj
Accountants

FCEA  Fellow of the Association of Cost and Executive
Accountants

FCIS Fellow Member of the Institute of Chartered
Secretaries and Administrators

FCMA  Fellow Member of the Institute of Cost and
Management Accountants

FIFO First in First Out ( Stock valuation method )

FOAR  Fixed Overhead Absorption Rate .

Fob Free on Board

FSCA  Fellow of the Society of Company and Commercial
Accountants

FTlil Fellow member of the Institute if Taxation B

_(;BP Gross Domestic Product ]
GNP Gross National Product
77P Graduated Pensions

GRC Gross Current Replacement Cost B

HC Historic Cost

HCA Historic Cost Accounting

HMSO  Her Majesty’s Stationery Office *j

IAS The Institute of accounting Staff
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IAS International Accounting Standard
IASC International Accounting Standards Committee
IASG Inflation Accounting Steering Group
ICAEW  Institute of Chartered Accountants in England
and Wales
Icar Institute of Chartered Accountants in Ireland
ICAS Institute of Chartered Accountants in Scotland
—16%4 Institute of Cost and Management Accountants
ICSA Institute  of Chartered  Secretaries and
Administrators
ICTA Income and Corporation Taxes Act
IFAC International Federation of Accountants
1A Institute of Internal Auditors
}_-IMF International Monetary Fund
IPFA Associate Member of the Chartered Institute of
Public Finance Accountants
IR Inland Revenue
1RA4 Industrial Relations Act
IRG Interest Relief Grant
K Thousand (i.e.L1DI 10k =LIDI 410,000)
L&B Land and Buildings
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LIFO  Last in First Qut ( Stock valuation method ) R
LSCA  London Society of Chartered Accountants _
Ml Narrowly defined money supply in UK
M3 Broadly defined money supply in UK
MC Marginal Cost |
MCT Mainstream Corporation Tax
MIAS  Member of the Institute of Accounting Staff
MLR Minimum Lending Rate ]
MNC Multinational Corporation
MR Marginal Revenue |
MWC  Monetary Working Capital
MWCA  Monetary Working Capital Adjustment |
| NI National Insurance
NI National Income
NIFO  Next in First Out (Stock valuation method )
NLF Net Liquid Funds
NPV Net Present Value
NRC Vet Realiseable Cost
NRV Net Realiseable Value
lﬂ” Overhead
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THINKING in
AGGREGATES (*)

INTRODUCTION to ACROECONOMICS

Why there is macroeconomics

as well as a microeconomics

If the economy produced only one good — corn for
example ~ then there would be no problem in assessing
its overall performance . Given the technology , the
available resources , and invariant weather , we could
estimate the capacity output of the economy , as so many
tons of corn . The production possibilities of the
economy would have but a single dimension , with the
upper limit represented by this capacity output .

Should actual production be below the determined
capacity output , we would immediatcly know that the
economy was not performing as well as it might , and by
how far it was falling short of its possibilities . we would
want to know why . Presumably it would be because all
available resources were not fully employed . Perhaps
there was unemployed labor . If so, wby ? What policy
should be adopted to insure full employment ?

( Note that with one output there is no problem as to
the allocation of resources between industries in the short
run — resources are either used to produce corn , or they
are idle . )

In this simple world there would be no problem in
measuring growth . Whether we took capacity or actual
output , we could compare the number of

(*) Kelvin Lancaster ( Colombia University ) Modem
Economics : Principles and Policy , Macroeconomics ,
Chicago : Rand MC.Nally & Company , 1973 .
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RECAP

If the economy produced only one good , we could judge the
overall performance very easily by directly measuring its output
and noting whether it was at capacity , checking by how much
the output had increased since last year . and so on . Real
economies produce hundreds of thousands of different goods . so
that measuring and analyzing overall performance is extremely
difficult . Macroeconomics is a simplified way of looking at the
economy as if it produced only one good , “total output™

Price level , * or simply " the price level “, and the quantity *
real output *“ or ' real GNP .”

The questions we ask in basic macroeconomics are those we
asked in the one — good economy . what is the capacity level ? is
the economy operating at this level and , if not . why not ? Docs
the sum of individual plans match up with available quantity ?
How is output divided between consumption and investment ?
what determines the price level ?

Macroeconomics is essentially practical . It is concerned with
deriving the least complex view of the overall working of the
economy that is satisfactory for some purpose , such as devising
policies to ensure that the economy operates close to capacity .
There is no single view of the overall working of the economy
that is both simple and suitable for every purpose . Fore this
reason , economists work with a variety of representations or

models of the economy .
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Allgcation

Although corn is the only output , it has at least two different
uses . It can be used as food , consumption , or can be used as
seed to grow next year's crop- investment . There would be no
problem in measuring the division of corn between consumption
and investment , it would be simply a matter of noting the number
of tons being devoted to each use .

How might the corn be divided between the two uses ? This
would depend very much on how the economy was organized .
Other things being equal , people would presumably want as
much consumption as possible . On the other hand , the amount
of next year's crop will depend , among other things , on the
investment in seed — the higher the investment , the higher the
crop .

A centralized system might simply decide on the investment
needed for output to grow at a certain rate , then allocate the rest
to consumption . A decentralized system , with thousands of
individual cornfields . might have the owner or manager of each
cornfield reaching his own decisions about investment , and the
consumers reaching their own decisions about consumption .
This introduces the possibility that the total amount of corn that
these many decision ~ makers plan either to consume or to invest
is not cquual to the amount of corn available — then something

may have to give .
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Price

Finally, let us suppose that it is inconvenient to carry one's stock
of corn everywhere and that we have money , something which is
relatively fixed in total quantity ( gold dollar , perhaps ) and
which is carried around and exchange and thus a price for corn

in terms of dollars .

Once again , there is no problem about measurement . about
what we mean by the price or the price level — it is the price of
corn , the only good in the economy other than money itself . lf
the price of corn rises from 35 a bushel to 86 a bushel , then the
price level has risen by 20 percent — a given quantity of money
will buy less corn . We would , of course , be interested in what
determines the price level | and would start from the presumption
that it would have something to do with both the total amount of
money and the total amount of corn .

Given a price , we might choose to measure the value of the
economy’s oulpul in money terms , instead of in quantity terms .
If the output was 1 million bushels and the price was 35 million

in money terms .

If we were told that the value of output rose from $1 million 10 3
1.2 million , we could not tell whether society’s real output -- the
quantity produced - had risen or not . We could only tell this if
we were given either the quantities directly or the values and the
prices in the two periods ( or their ratio ) . If the price of corn
had risen from $5 to 36 per bushel — a 20 percent increase in the

price level — then the increase in the value of output from § }
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million to $ 1.2 million would represent no change in real
output. The quantity would have been I million tons each period .

The FOREST and the TREES

Before the development of modern macroeconomics in the late
1930’s and after , it could be said that policy-makers could
scarcely see the forest for the trees . Economists were micro-
oriented , used to examining the behavior of individual markets ,
relative prices , and to looking at the economy as a collection of
small units . Only those in monetary theory were looking at the
economy as some kind of whole and then only because the effects
of money on the economy are essentially dispersed and not
concentrated in any one industry or market . There was not even
reliable data on the overall operation of the economy when the
Great Depression came .

Macroeconomic is , of course , the technique of looking at the
Jforest rather than the individual trees , and it is now so well
developed as an analytical basis for policy that many policy-
makers never look at the trees any more . This can bring on its
own distortions and dangers in policy-making , just as the earlier
Jailure to take an overall look at the economy did in its time . In
1949 . for example , the overall unemployment rate for the
United States was 5.9 percent , a high figure ; in 1963 it was 5.7
percent , close to the 1984 level . Taking an entirely macro view
and looking only at aggregate unemployment rates , we would
conclude that unemplovment was high in both vears but situation
was slightlv better in 1963 than in 1949 . But if we take a more
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micro view we see an imporiant difference between the two vears
in that the unemployment rate for nonwhites was 8.9 percent in
1949 — high enough — but was an even higher 10.8 percent in
1963 even though the overall unemployment rate was slightly
lower than it had been in 1949 . Would we necessarily conclude
that 1963 was a better year than 1949 ?

Identical values for economic aggregates may hide great
differences in the impact of unemployment on different groups of
persons or regions of the country , on the division of national
production between armaments and better housing , on the
relative outputs of polluting and nonpolluting industrial

processes .

The current trend in both economic theory and economic policy
is towards better synthesis of micro and macro approaches .
Without the simplifications of macroeconomics we would lose
track of the overall picture , but within that overall picture we
cannot avoid looking at some of the details . All policy , as we
shall see in the final section of the book , is ultimately connected-
all macro policy affects the distribution within the aggregates as
well as the level of the aggregates , and all policy directed at the
distribution will affects without making the story so complex thut
it cannot be followed by those responsible for policy . We cannot
look simultaneously at the forest and all the trees and make clear
sense of what we see , so we look separately at the uggregales
and the details and ultimately try to produce a synthesis of the
overall picture plus a few appropriately selected details .
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