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Yuebuny « AHrauftckuit S3s1K A8 3KOHOMMCTOB» PACCYUTAH Ha CTYAeH-
TOB KOHOMMYECKUX BY30B, IIPOLIEMIIX HA 6oee paHHHX aTanax obyuenns
6a30BBIH KYpC AHTITHHCKOTO A3BIKA, AHTIMTCKHH A3BIK [T AEAOBOI0 0b1le-
HKS, aHTHICKKUIT A3bIK 1A npodeccHoHaNbHbIX Heaeil, OCBOMBINIX AHT-
AURCKHIT A3bIK Ha yposHe Intermediate — Upper-Intermediate. YyueGmik
«AHI’JIIIﬁCK]“II‘:I A3BK A8 KOHCOMHCTOB» HalUeJeH Ha MOBLINICHIIE A3BIKO-
BOH KOMIIETEHIIITH CTYAEHTOB-29KOHOMHUCTOB, YTO MO3BOMHT HM HAXONUThCA
B KypCe TeOPeTUHECKHX paspaboToK BeAYINHX 3apy6esKHEIX CIIERHANTACTOB,

To npoxoxaeHuM anHoro y4eOHHKA CTYAEHTBI CMOTYT PENIATh Mpod-
JleMbl, XapaKTepHbIE /I POCCHHCKOH 9KOHOMHKH, OPUEHTHPOBATLCA B 3Ha-
JHTEJABHEIX MOTOKAX SKOHOMHYECKOH HHCl)OpMaHIr‘IH..

YueHHHK « AHIIHACKUH S3bIK I SKOHOMHCTOB» — TPOJOIKeHUE Kyp-
ca aHLANIiCKOro A3bika ANA npodreccronanbHblx Heaell, Tematuka Kypea
MaKCHMANBHO MPpHOIHKEHA K TeMaTHKe H3YYeHUA CAeLHATBHOCTH Ha PyC-
cKoM asbike, CelInatbHbi aKLEHT ZenaeTcsd Ha COBPpeMeHHble TeHJeHIHH
paSBIr‘ITHH FKOHOMHYECKOTD A3bIKA Kak OIJ,HOﬁ H3 HaH6OJ1£'e JAHHAMHYHO pa3-
BYBAIOIMXCS chep, 4TO MPHIBAHO CII0COOCTBOBATD (hOPMHPOBAHHIO Y CTY-
AEHTOB HABBIKOB HCIIONb30BAHHA COBPEMEHHBIX JEKCUKO-TPAMMATHUECKHX
KOHCTpYKIHit M TepMiBoaorud. C Touku 3penus a¢upexTuBHOCTH 06yye-
HitsA, yueOHHK 3HAKOMUT CTYAEHTOR ¢ NPUHITHIAMH CAMOCTOATENAbHOLC TO-
KCKa A3bIKOBOrO MaTepHala, HEOOXOAMMOTO AJA peLieHys OCTaBAeHHBIX
mepell HHMH 3KOHOMHYECKHX 33134 HA aHTJTHHCKOM SA3BIKE,

Qcoboe pHHMaHKe yheJseTcs NpakTHKe BeJeHHA HayUHOR JUCKYCCHH
H OBAAJEHMIO HABBIKAMM HANMMCAHMS W NIPEACTABAEHUS AOKIAACB TTO pasid-
HBbIM DKOHOMHYECKHM TeMaTHKAM, YTO JOJKHO CHOCO6CTBOBaTb Pa3BHTHIC
¥ CTYAEHTOB CKJAOHHOCTH K MPOBEAEHHUIO CaMOCTOATENBHOI HayvHO pabo-
THI, ONHPASACh Ha paHee MpHOGPETeHHEIE HABLIKH YTEHHA H AYAHPOBAHU.

CTynenThi, IMeloNMe 53bIK0BOH ypoBeHb Intermediate — Upper-Inter-
mediate H3y4alOT TEKCHKO-TPAMMATHYECKHH MaTepHaT NPHMEHHTENRHO K
TeMaTHKe y4eGHOro mocofua. B oTae/bHbie acieKThl 06yIeHHS Bhieas-
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I0TCA: A3BIK SKOHOMMYECKUX TEKCTOB (Fa3eTHO-IIYOIHIHCTHYECKUX, Hayy-
HBIX M yYeBHBIX); 1TepeBod, KaK BUA pedeBoil IedTe/IBHOCTH (YCTHasA M MHCh-
MeHHRas GopMul); pechepHPOBaHYE FA3CTHBIX, XK YPHATBHBIX TEKCTOB.

TlonofHoro poaa yuebHuK paspabarniBaeTcs BHePBhle € YYETOM A3BIKa
CNEenUaJbHOCTH (3KOHOMHYECKOH TEOPUH), CPHEHTALHH HA TIpOrpaMMy
«IlepeBoaunik B chepe npodeccHOHANBHON KOMMYHUKallM», IpHBAEYE-
HHA ayTeHTHYHBIX MATEPHANIOB O- POCCHIICKOI SKOHOMUKE, 8 TAKXKE ¢ OIl0-
poil Ha HOBbIE TeXHOJOTHH,

Anpobauus oTAeAbBHBIX [A1aB yYeOHHKA YCOEIHO MPOLLIa Ha J Kypce
akoHoMuyeckoro akynbreta PY/AH. IIpndueM ocobenno yaaunsiMu, no
MHEHHIO CNEUHAMMCTOR, OKA3alHCh TOAGOP TeM W 0TOOD MaTepHana, €o-
Aepokaitiero GoMbitoe KoJHIeCTBO npodiecCHOHARbHOM AeKCHKH. Y cnel-
HBIM TaKxKe OKazajcs H paskooOpasHBil Habop s3ananHil, HaneleHHnii na
MCHHMaHNEe AHTIOA3EYHBIX TEKCTOB, IepeBojia HX HA PYCCKU# A3BIK, Ha
paciliipedie H 3aKpenJieHHe 3HAHAI B 00ACTH rPAMMATHKI, a TakKe Ha
pasBUTHE HABLIKOE NIPAMOTO i OOPATHOIC TepeBoia H pedepupoBaniHe Tek-
cToB. QcobnIM JOCTOHHCTBOM YueDHIIka ABJISETCS H 10, 4TO B KaX/A0M pas-
Jene HMeloTes itpobaeMibie CHTYalUMH (case studies),cutyauuu ana pabo-
TbI B TPYAINE U [ «MO3TOBOIO IWITYPMas, '

ABTODEI BEIPRKAOT 1SIY6OKYIO IPH3HATEBHOCTD pelleH3eHTaM: JOKTOpY
duACIOTHYECKHX HaYK, Tpodeccopy KadeAphl aHIJIWIFCKOro A3BIKOZHAHHA
tpmnonornueckoro daxviavrera MI'Y um. JTomonocosa Tamape Bopucos-
He HazapoBoii 1 kaHAMRATY (OUTONOIHYUECKHX HaYK, podeccopy Kadex-
pbt NekcHKH aHraniickoro siavika MIITY Tatbsine CepreesHe CamoxnHof
32 NOJOKUTEABHYIO OIleHKY y4eOHIKa. ABTOPBI TAKKe OAATOMAPAT POCCHI-
CKMe U 3apyOeKHbie W3MATEbLCTBA, A106e310 NPEAOCTABHBIING CBOH MaTe-
pHAJIB] B yueGHBIX [eNsX,

E. H Mawmo:za,

npodeccop, AOKTOR (hHAOTOTHYECKUX HAVK,
3aBedyoHii kadeapoil HHOCTPAHHMIX A3bIKOB
IKOHOMHYecKoro GhaKyJbTeTa

Poccuiickoro yHuBepcuTera Apy:KOEI HAPOLOB



Unit 1
Labour Relations

A. Preliminary discussion

t, What are labor or trade unions?
2. How do unions influence the economy?
3. Do they increase or diminish economic efficiency?

B. Pre-reading exercises

B.1. Skim the text and give its key idea.

B.2. Scan the text for the following information,

1. What is collective bargaining?

2. Collective bargaining agreements typically cover several topics.
What are they?

3. When does collective bargaining on a new contract begin?

C. Reading

C.1. Read the text and answer the questions.

1. How do closed and open shops differ?

2. What contract issues are addressed in the bargaining process?
3. Why have workers become “job conscious”?

4. How does the bargaining process occur?

Collective Bargaining

C. R. McConnell, 5. L. Brue

Despite the decline of unionism, collective bargaining — the negotiati-
on of labor contracts - remains an important feature of labor-management
relations. The goal of collective bargaining is to establish a “work agre-
ement” between the firm and the union.
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The Work Agreement

Collective bargaining agreements (contracts) assume many forms, So-
me contracts are brief, taking up only 2 or 3 pages; others are lengthy and
highly detailed, requiring 200 or 300 pages of print. Some agreements in-
volve only a local union and a single plant; others set wages, hours, and
working conditions for entire industrics.

Typically, however, collective Largaining agreements cover several to-
pics.

Union Status and Manageriai Prerogatives. As for union status, the
closed shop affords the union the greatest security. In a closed shop, a wor-
ker must be (or become) a inember of the union before being hired. Under
Federal labor law, such shops are illegal in industries other than transpor-
tation and construction, In contrast, a union shop permits the emplover to
hire nonunion workers but provides that these workers must join the uni-
on within a specified period, say, 30 days, ortelinquish their jobs, An agency
shop requires nonunion workers to pay union dues or donate an equivalent
amount to charitys Union and agency shops are legal, except in the 20 sta-
tes which expressly prohibit them through so-called right-to-work laws.
In the open shop, an employer may hire union or nonunion workers. Those
who are nonunion are not obligated to join the union or pay union dues;
they may continue on their jobs indefinitely as nonunion workers. Ne-
vertheless, the wage, hours, and working conditions set forth in the work
agreement apply to the nonunion workers as well as the union workers.

The management side of the union-status issue is managerial prerogati-
ves. Most work agreements contain clauses _
outlining certain decisions reserved solely for 1
management. These prerogatives usually co- .
ver such matters as size and location of plants,
products to be manhufactured, types of equip-
ment and materials to be used in production
and in production scheduling.

Wages and Hours. The focal point of any
bargaining agreement is wages and hours, Both
labor and management press for the advanta-
ge in wage bargaining. The arguments which
unions use most frequently in demanding (and
by the firm in resisting) wage boosts are (1)
“what others are getting,” (2) the employer’s
ability to pay, based on its profitability, (3)
increases in the cost of living, and (4) incre-
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ases in labor productivity. In some cases. unions achieve success in tying
wages to the cost of living through cost-of-living adjustment (CQLA)
clauses.

Hours of work, voluntary versus mandatory overtime, holiday and ve-
cation provisions, profit sharing, and fringe benefits -- health plans and
pension benefits — are other contract issues which must be addressed in
the bargaining process.

Seniority and Job Protection. The uncertainly of employvinent in amarket
economy, along with the fear of antiunion discrimination on the part of emplo-
vers, has made workers and their unions “job conscious.” The explicit and
detailed provisions covering job opportunities which most agreements con-
tain reflect this concern. Unions stress seniority (length of service) as the
basis for worker promotion and for layoft and recall. I'hey want the worker
with the longest continuous service to have the first rhance at relevant
promotions, be the dast one ldid off, and be Lhe first vne recalled from layoff.,

In recent years, unions have become increasingly sensitive to losing jobs
to nonunion subcontractors and to overseas workers. Unions sometimes
seek limits on the firm’s ability to subcontract out work or to reocate pro-
duction facilities overseas,

Grievance Procedures, Even the most detailed and comprehensive work
agreement cannot spell out all the specific issues aud problems which might

" oceur during its life; For example, suppose that Nelson gets reassigned to afess
pleasant job, Was this reassignment for legitimate business reasons or, as
Nelson suspects, because of a personality conflict with a particular mana-
ger? Labor contracts contain grievance procedures to resolve such matters.

The Bargaining Process

The date for the beginning of coliective bargaining on a new contract is
usually set in the existing contract and is usually 60 days before the current
one expires. The union normally takes the initiative, presenting its demands
in the form of specific wage, fringe-benefit, and other adjustments to the pre-
sent union-management contract. The firm counters with an offer relating to
these and other contract provisions, It is not unusual for the original union
demand and the first offer by the firm to be far apart, not only because of the
parties’ conflicting interests bul aiso because the parties know they are obli-

_gated by law to bargain in good faith. The initial “arge demand-low of fer
situation” leaves plenty of roen: ler compromise during the negotiations.

The negotiating then begins in earnest on items in dispute. Hanging over
the negotiations is the deadline, which occurs the moment the present
contract expires. At that time there is a possibility of a strike — a “work
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stoppage” by the union — if it thinks its demands are not satisfactorily met.
But there is also the possibility that at that time the {irm may engage in a
lockout, in which it forbids the workers to return to work until a new
contract is signed. In this setting of uncertainty prior to the deadline, both
parties feel pressure to find mutuaily acceptable terms,

Although bluster and bickering often occur in collective bargaining, la-
bor and management display a remarkable capacity for compromise and
agreement. Typically they reach a compromise solution which is written
into a new contract. Nevertheless, strikes and lockouts occasionally do oc-
cur. When they happen, workers lose income and tirms lose profit. To stem
their losses, both parties luok for and usually eventually find ways Lo settle
the labor dispute and get the workers back to work. .

Bargaining, strikes, and lockouts occur within a framework of Federal
labor law, specifically the National Labor Relations Act (NLRA). This act
was first passed as the Wagner Act of 1935 and later amended by the Taft-
Hartley Act of 1947 and the Landrum-Griffin Act of 1959, The act sets
forth the dos and don'ts of union and management labor practices. For
example, while union members can picket in front of a firm's business, they
cannot block access to the business by customers, co-workers, or strikebre-
akers hired by the firm. As a second example, firms cannot refuse to meet
and talk with the union’s designated representatives.

C.2. Decide whether these statements are True (T) or Faise (F).

1. A union shop affords the union the greatest security.,

2. Union and agency shops are illegal in 20 states, _

3. Nonunion workers cannot exercise their rights set forth in the work

agreement, '

4, The bargaining process usually begins within t\ko months before the

expiration of the current contract,

5. Both parties are pressed to find mutually acceptable terms prior to

the deadline.

w1 D, Vocabulary

D.1. Learn the vocabulary and make up your own seateaces.,

collective bargaining — the discussion held between an employer
and trade unions in order to reach an agreement on wages and wor-
king conditions _

prerogative {n) — a special right belonging to a particular person,
especially because of the official position they hold
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closed shop — a place of work where only members of a partlcular
trade union are employed

relinquish {v) — to give up

dues {n, plural) — reqular payments made to an grganization such
as professional association or trade union by its members

set forth(phrv) —toformulate one’s demands, to settle one’s req-
uirements in definite terms

cost-of-living adjustment — inthe U.S., anincrease in someone’s
pay or pension, made to cover increases in the cost of living

voluntary (adj) — acting or done willingly, without being forced

mandatory ( adj) — which must be done

fringe benefits — advantage or service given with a job besides
wages {company cars, loans at low rates of interest, etc.)

explicit {adj) — clear and fully expressed

provision (n) — a part of a law, contract, agreement, etc. that rela-
" tes to a particular subject

iayoff (n) — the act of stopping a worker’s employment

recall {n} — the act of cfficially telling someone to come back

grievance procedure — the system that a company has 1o discuss
workers' complaints

spell out {phr v} — to explain in the clearest or most detailed way

expire {v) — to come to an end; run out

counter (v} — to move or actin order to oppose or defend yourself
against something

in earnest — seriously; in a determined way

lockout {n) — a situation in which people are prevented from ente-
ring their place of work until they have agreed to accept conditions set
down by their employers

bluster (n) — noisy or boastful talk

bickering {n) — quarrelling, especially about important matters

stem (v) — to stop

strike-breaker — a person who takes the job of someone else who
is on strike

designated (adj) — chosen or named for a particular job or purpose

D.2. Give English equivalents to the following words and expressions:

+ OTKA3bLIBAThCH,

* ﬂOGpOCOBECTHD;

+ IIONPABKa Ha POCT npo:KH'ro'{Hofo MITHHMYMA;

+ HazHaueHHbIii;
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L

yBoJbHeHle H3-3a OTCYTCTBUA paboThl;

obsaaTenbHB T, TPUHYAUTENBHBEY;

PasbACHATD, PACTOIKOBbBIBAT!

OpeANpHATHE, MPHHHMAaUiee Ha paboTy TONBKO YeHOB NMpodconaa;
Npoileypa pa3spelleHua TPYAOBMX CNIOPOB;

HOJOKEHE, ycnoaue (SaKOHa, ﬂorcmopa, COrmaulieH Hﬂ).

D.3. Choose an appropriate word or expression from the box to
complete the following sentences.

fringe benefits in earnest prerogative
countered voluntary strike-breakers stem
1. It is the ... of management to decide what products should be manu-

factured.

. If strikes and lockouts occur labor and management usually try to

reach a compromise solution to ... their losses,

. Such contract issue as ... overtime must be addressed in the barga-

ining process.

. A competitive salary with ... will be offered to all workers.
. During the strike, the management successfully employed ... .
. The unions were accused of illegal actions, but they ... with the claim

that the situation was disastrous.

. The two parties can finally start negotiating ... about issues of mutual

COIICETT.

D.4. Give synonyms for the italicized words in each sentence below,
or briefly explain their meaning,

1.

2.

3.

The wage, hours, and working conditions set forzh in the work agree-
ment apply to the nonunion workers as well as the union workers.
Unions stress seniority (length of service) as the basis for worker pro-
motion and for layoff and recall.

The date for the beginning of collective bargaining on a new contract
is usually set in the existing contract and is usually 60 days before the -
current one expires.

. There is also the possibility that at that time the firm may engage in

a lockout.

. Although bluster and bickering often occur in collective bargaining,

labor and management display a remarkable capacity for compromise
and agreement.
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E. Make a summary of the text

Use the active vocabulary.

# F. Grammar notes

The Infinitive

§ 1. The bare infinitive. The base form of a verb (go) often functions as
an infinitive, It is called the bare infinitive because it is used without ro.
We must distinguish it from the to-infinitive, where to is always used in
front of the base form of the verb,

§ 2. Forms of the infinitive.

Tense Voice |
active passive
present infinitive - (10) ask (t0) be asked
present progressive infinitive {to) be asking —
perfect or past infinitive (to} have asked (to} have been asked
perfect/past progressive infinitive | (10} have been asking —

Passive Present Progressive and Perfect Progressive infinitives are ra-
rely used.
~ The Present Infinitive refers to the present or future. We plan to redu-
ce our energy consumption in the New Year. The present Progressive Infi-
nitive expresses an action happening now. We appear to be making very
good progress. The Perfect Infinitive is used to show that the action of the
infinitive happened before the action of the verb. The problem seems to ha-
ve occurred during the night, The Perfect Progressive Infinitive is used
to emphasize the duration of the action of the infinitive, which happened
before the action of the main verb. He looks tired. He seems to have been
working all night.

§ 3. The ‘to-infinitive’ is used:

+ to express purpose, He went to university to become a manager,

+ after certain verbs (agree, appear, decide, expect, hope, plan, pro-

mise, refuse, ete.). She refused to pay the bill:
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after certain adjectives (happy, glad, sorry, etc.). We were happy to
open «a new store;

after ‘I would like /would love /would prefer’ to express specific pre-
ference. I'd like to see the manager,

after certain nouns. What a surprise to see you here! Qur decision to
wait was wise. It was her wish to help us;

+ after ‘too/enough’ constructions. We've got enough money to pay the;
+ with: ‘it* + ‘be’ + adjective (+ of + noun/ pronoun), it was genero-

*

us of him to offer 3 71000,

with: *so’ + adjective + ‘as’. Would you be so kind as to help me?
with ‘only’ to express an unsatisfactory result. Ske came in only to
find the manager had left;

after: ‘be + the first/second/etc/next/last/best’, ete. He is always
the last to come fo work,

in the expression: ‘for’ + noun/pronoun + to-infinitive. For him to
be so rude was unforgivable;

in expressions such as: to tell you the truth, to begin with, to be
honest, etc. To tell you the truth, this company has a very stable po-
sition in the market;

after: verb + ‘how/what/when/where/which/why’. [ didn’t know
how to explain my absence.

§ 4. The bare infinitive is used:

+

after: most modal verbs (can, must, will, ete.). The meeting will be
held ar 2; ;
after: ‘had better/would rather/would sooner’. You'd better call

- our distributors at once;

after; ‘make/let/see/hear/feel’ + object. They made him pay forthe
damage. But: in the passive: be made/ be heard/ be seen + to infini-
tive, He was made to pay for the damage;

‘know’ and ‘help’ are followed by a to-infinitive or bare infinitive.
Could you help me (to) fill iz this form? But: in the passive: be known,
be helped + to infinitive. This company is known to be reliable.

§ 5. The negative. We form the negative of a to-infinitive by putting
not before to, I soon learned not to conflict with the manager.
§ 6. We use the infinitive:

+
+

*

as the subject of a verb. To advertise in magazines is very expensive;
as the object of a verb. Both parties have decided to postpone the stri-
ke until a later date;

as the complement of ‘be’. Your mistake was not to write that letter.
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§ 7. The split infinitive. “Splitting an infinitive” is usually considered
unacceptable and should generally be avoided. I want you to understand
that clearly. However, we often do separate to from the infinitive in spoken
English, depending on where the emphasis falls: I want you to clearly un-
derstand what I'm telling you. This often the case with adverbs like: comple-
tely, fully, really, truly.

§ 8. Verb + object + infinitive. When the subject of the infinitive form
is different from the subject of the verb, then an object pronoun (me, you,
him, her, it, us, them) or a noun is placed before the infinitive form. I want
him/John to help me (=He should help me) but: I want to heip (= I should
heip ).

+ verb + ohject + bare infinitive is used after: see/watch/observe/

notice/hear/feel. ] saw her enter the room;

¢ verb + object + to-infinitive is used after: want/wish/desire /would

like/like /hate. He wishes the work to be done properly;

¢ verb + object + ‘to be’ is used after: expect/think /believe /suppose/

consider/find/know/declare. / consider him (to be) a clever man;

+ verb + object + passive infinitive is used after: order/command/

ask for/allow, The manager ordered the cargo (to be) insured. He
_ asked for the cases (to be) loaded roday;

+ verb + preposition + object + to-infinitive is used after: rely on/

count upon/wait for. I rely on you to do it in time.

§ 9. Verb in the Passive + to-infinitive is used after: advise/allow/
ask/believe/consider/expect/feel /find/force /hear/invite /know /re-
port/say/see/suppose/teach/tell /think /trust, etc. He is said to be
planning a new campaign. The goods are reported to have been dis-
patched. [ was told not to touch the switch. )

F.1. Identify all the infinitive forms in the text “Collective Barga-
ining” and translate the sentences into Russian.

F.2. Choose an appropriate verb from the box to complete the spaces
in the article. The first has been done for you.

negotiate take place go deal act be dispersed
drop hand ignore negotiate award

Owners Can't ignore Union

New York (CNN money). One of the most influential figures in modern
professional sports says he fully expects baseball (1) to field 30 teams next
year, and not (2) ... ahead with plans announced this week (3) ... two teams,
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“I say it as an illustration of again how foolishly the owners seem (4) ...,
said Marvin Miller about the contraction plans announced by major leag-
ue owners this week. “The notion that you can just (5) ... the union is fo-
olish, and becomes more foolish each time they do it.”

Love him or hate him, Miller is someone who is tough (6)... when tai-
king about labor relations in baseball in general and U.S. sports as a whole.

Before Miller, owners could and did ignore players’ wishes, They would
refuse (7) ... with players’ agents, or (8) ... multiyear contracts.

The owners have apparently come up with a new theory of how (9) ...
with the players union — if you can’t beat them, pretend they’re not there.
They tried (10) ... the union their first defeat in the lifetime of most players
by simply announcing the unilateral action,

Commissioner Bud Selig admitted that management would have (11) ...
with the union how the players with the two yet-unnamed franchises will
(12} ..., but not about whether contraction would (13) ....

F.3. Read the sentences from “The Economist” advertisements,
underline examples of verb + object + infinitive or verb in the Passi-
ve +infinitive constructions and place them in the appropriate column
in the box below. Translate the sentences into Russian.

1. The Treasury Select Committee of the House of Commons is seeking

a Committee Specialist to assist with the inquiries.

2. Candidates will be expected to have a broad understanding of the
whole range of the Government’s economic agenda,

3. Strict impartiality is required and the person appointed will be ex-
pected not to engage in political activities for the duration of the ap-
pointment.

4, “Local Voices” is designed to support professional broadcasters in
creating high-quality coverage of AIDS issues for their audiences.

5. We are looking to you to strengthen our efforts by providing a first
rate national and international policy rescarch and advisory service
to Director General.

6. Due to the nature of the work, the successful applicant will be requi-
red to complete security clearance.

7. The Institute of Management and Computer Sciences is searching
for an cutstanding individual possessing a doctoral degree in mana-
gement sciences area to head its management sciences stream.

8. He/she would be expected to provide leadership to build the Institu-
te’s management sciences track into a leading business program in
Pakistan.
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9. The institute is being planned to be elevated to the status of a university.,

10. Following assessment of the Expressions of Interest, the Shell com-
pany will invite short-listed applicants to submit full technical and

commercial proposals.

Verb + object + infinitive

Verb in the Passive + infinitive

G. Speak up

G.1. Answer the following questions.

1. Are labor relations good or bad in your country? Why?
2. Do you consider that the unions in vour country can influence the
decisions made by the management? Why?

G.2. Discussion topics.

1. To what extent in your opinion should unions be consulted before

o

management makes decisions about manufacturing new products,

changing working hours, hiring new staff?

2, Comment on the following: the decline of unionism in recent decades
has been attributed to a) changes in the structures of the economy
and labor force and b) growing managerial opposition to unions.

H. Reading the English newspaper
H.1. Read the article and do the exercises.

United Talks Break off
Chris Isidore

Airline mechanics seek mediation halit; 30-day strike countdown co-

uld start.

New York — United Airlines and the union representing its 15,000 mec-
hanics are both poised to ask federal officials to declare an impasse in nego-
tiations between the two sides, a move that could start the clock ticking
towards a strike, although the airline said it is confident there won't be any
disruption of service on account of the move,

The airline and the International Association of Machinists concluded
four days of talks Friday mediated by the National Mediation Board, which
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oversees labor relations in the airline industry without a new labor agre-
ement.

United, the main unit of UAL Corp., issued a statement Friday saying it
was asking the NMB to release the two sides from mediation, The union
had already requested that the NMB declare a 30-day cooling off period
which under airline labor law must precede a strike.

Shares of UAL, the world’s second largest airline holding company, ga-
ined $ 1.37 to $ 34.49 in trading Friday.

The NMB issued a statement Friday saying that it would meet with the
two sides separately during the week about a possible offer of binding arbitra-
tion, the step that must be taken before declaring a 30-day cooling off peri-
od. But uniess both sides agree to binding arbitration, which rarely hap-
pens, the clock then starts ticking towards a possibie strike a month later.

President Can Block Strike

At the end of the cooling off period President Bush can delay a strike for
up to 60 more days through appointment of a Presidential Emergency Bo-
ard to weigh the various offers from the two sides. Such a move is seen
generally as benefiting management.

Bush named such a board in talks between Northwest Airlines and a se-
parate mechanics union earlier in March, and he threatened to do so in
labor talks at other major airlines since that time,

United’s statement said it does not foresee any disruption in its service
to customers as a result of Friday's developments, suggesting that it is co-
unting on the president to come to management's rescue once again.

Joe Tiberi, spokesman for the IAM, said that the union would be oppo-
sed to any PEB in this case, and that it was confident that an agreement
could be reached during the cooling off period.

“Historically those final 30 days when everyone’s back is against the
wall is when most productive negotiations take place,” he said. “That’s why
we've been pushing for that since November.”

Talks were delayed while the Aircraft Mechanics Fraternal Organizati-
on, an independent union that represents mechanics at Northwest, sought
to win representation at United as well. The NMB rejected its petition to
have a vote there earlier this summer.

H.2. Answer the following questions.

1. What moves show that a strike is possible?

2. Why did the union request a 30-day cooling off period?

3. How can President Bush delay a strike?

4. When do most productive negotiations take place?
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H.3. Match up the words and definitions and translate them into Rus-
sian:

. 1) to mediate; a) to prevent a situation, event, system, etc. from working
in the normal way;
2) binding; b) a period of time usually between 10 and 20 days. in

which you can think about certain types of contract you
have just signed and change your mind about entering

into it;

3) to poise; ¢) a point at which further movement or development is
blocked;

4) impasse; d) when a disagregment between an employer and

employees is dealt with by independent officials who
try to reach an agreement between both sides in order to
prevent a strike or legal battle;

5) to oversee; e) to hold or place in a carefully balanced position;

6} cooling off period; ) to try to end an argument between two people or groups
by talking to both sides and encouraging them to reach
an agreement;

7) arbitration; g) to check that an activity is being performed horestly
and legally;
8} 1o disrupt. h) something that must be kept.

H.4. Read the article once more, find the sentences containing infini-
tive and translate them into Russian,

H.5. Make up the outline of the article and then render it.

l. Reading the Russian hewspaper

I.1. Read the article, find key sentences and translate them into
English.

HoBbIH CMEABIH POCCUMCKUM NPOARTAPMAT

«Bedomocmu»

ToaeaswTesa HezapHCHMBIE TPOGCOI3EL, HO HOBLIH ykas Kpemiaa yoxeT
NOIABUTD MX B 3apofsite, Paboune uBanopckoro « Mam3aaBoaa» ciokoitHo
[HepeHecTH MOYTH JeCATh JeT BRIHVIKIeHHOro Oe3eficTBUA M Heperysap-
HBIX 3apNJiaT, KOTAA 3aBOA MBITAICH NePeskHTh TAKEAYIO NOCTCOBETCKVIO
JKOHOMHYECKYD 3HMY.

OnHako, B IPONLVIOM ToAY Hadal® NOCTYNATh 3aKa3bl, H HOBLIIH ;mpelc-
TOp pelIiJl NPOBeCcTH KaMIIAHHIO MO NOBLIIIEH D 3¢eKTHBHOCTH «B aMe-
PHKAHCKOM CTHAE€» — C YBOJBHEHHAMHE, COKDAINCHHUAMH 3aPILTATLL, OTMe-
Hoit apror. Pabouye B3GyHTOBANUCD.
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JKenepThl FOBOPAT, YTC 110 Beell Poccny paboviie HaunHaoT TpebuBaTth
CBOIO JIOATI0 TI0/IOB ABYXJETHErO CTPEMUTEABHOTO 3KOHOMHUECKOTO POCTA.
Ira Gopuiia ¢ pYKOBOACTBOM 0YeHb CHABHO OTAHYAETCS OT «pabodero pasi»
COBETCKUX BpeMeH, Koraa NpoTecThl pabounx ObIH HElOMYCTHMBI.

«M Bt BEIILTH Ha 328aCTOBKY», — cKazasia uHkeHep Ania CMUMPHORA, KOTO-
pas nosesa 3a co0oii 230 palouux HBAHOGBCKOTO 34BO/IA, PACTON0KEHHOTO
MPUMEPHO B TPEXCTAX KHJIOMETpax Ha ceBepo-BocTok oT Mocksbl. 3abacTos-
KA NPOAC.IKANACH HEJIENIO, H B ABTYCTE PYKOBOJICTBO COMIACUAOCE OOCYKAATh
HOBBIe yCA0BHA. « MBI OpIMH NpenaHbl 3aBoLy Bee aTO TAXKeTIoe BpeMs, 4 KOTa
CHTYALHSA HAYATH HEMHOT'O VIYYIIATBCS, PYKOBOACTBO PEHIHJIC HAC YBOJIHTD.
MBI NIOHS/IW, 4TO ¥ HAC HET APYTOro BHOOPa, KPOMe KaK TICKA3aTh CHAY»,

Teopetnyecku paboune «MatzaBoaas Bcerga 6pLIM YneHAMH GOABIIO-
ro H BAHATEABHOTO OBUIEHANHOHATBEHOTO Npohcoio3a, HO, TEM HE MEHEe,
UM NPHOLIOCh H3YYATh a3bl CAMOOPTAHH3allii. MecTHble pyROBOIUTENH
« (01032 MAIMHOCTPOUTE > COBETOBAMH HM He YCTPAUBATh KaKne-1uho
aKIHH, a TOTOM NPeAMoA0KUAY, YTO JHAEPH NPodCo3a MOTYT YpeTyiu-
pOBATE NpoH.7eMY, IEPETOBOPHE C PYKOBO/CTBOM 3aBO/Ia HA INTHOM YPOB-
ne. [Ipeacenarent MBAHOBCKOTO PerHOHANBHOTO NPOog)cOI03HONe KOMHTETA
Bsuecnap CTenmalikiH OPH3HAM, YTO 3TOT MTOAXO/ ObLT HENPABHABHBIM,
«Pabouse B354 perieHUe BONPOCA B CBOH DYKU U 3aBOCBAIHU JOBEpPHE Py-
KOBOACTBa, — CKazal OH. — (HH ITOKA3adH HaM, YTO HaIH CTAPMH CTHJIbL
npodhco3Hoil paboTel — BRICTYNATH B Ka4ecTBe HAPTHEPOB PYKOBOACTBA
I OXpaHHTeNeH COUHAIBHOTO CIOKOHCTBUS — OPOCTO HE MOAXOAMT B yC-
JIOBUAX HOBOH PHIHOYHOM 2KOHOMHKH».

PaGoyne cMeneloT U CTAIKHBAIOTCA He TOJJBKO ¢ TAKTHKOH PYKOBOAUTE-
JieH, HO U € COIPOTHBAEHNEM COOCTBCHHOTO MIPOMCO03HOTNO PYKOBOACTEA,
Toctecosetckan Poccuiickan Mexepauna Hesasrcumbix [Ipodcorsor Ha
GyMare BEITJIAIHAT BHYIWHTENBHO — 0K0JT0 40 MJTH UA€HOB — HO HA OPAKTH-
K€ 3TO OrpoMHO€e DIOPOKpATUIECKOE yupexkienie Gobille 3a60THTCA O TOM,
YTOOH He TeTepsTh pacnonoxeHne KpeMJIsi M COXpaHHTE cOBCTBEHHOCTS,
VHACAeOBAHHYIO ¥ COBETCKHX MPOPCOI030B, 4 HE 0 TOM, YTOGbl 3aUIMUIATD
IpaBa 11POCTHX pabounx,

«POHITI B Teuenrne MHOTHX AeCHTHALTIT BPHYUATH 3aKNIOUATH CJIETKY
¢ BepXYUIKOH H pacnpeaensits JAbTOTH, — ofibsicHseT EBrenus Apozaosa,
AUpeKTop HeaaBHcHMOro ArentcTBa Obinecrsennoii n Tpyaopeit Mndop-
MAlNH, eAHHCTBEHHOH pOCCHICKOIH HeTlpaBHTeNbCTBeHHOH OPTaHH3alHH,
OpoBojANIell MOHHTOPHMHT TPYAOBOTO ABxenus. — HMayr coopsr o ToM,
Mo:xHO 11 POHIT pedopMUpoBaTh B pHHIMTTE>,

B Poccuit HeT HalexkHOH ¢TaTHCTHKH 06 aKTHBHOCTH TPYJOBOTO ABU-
KEHHA, HO 3KCIEPTE FOBOPAT, YTO 3a MOCJIE/AHHE MO HACTpoeHus pabo-
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YUX Macc pesko MaMeHUAMch. llocie UAaHcoBOrO KpH3Kca U JleRa/bBa-
uuy pybas 1998 r. o cTpaHe NMpOKaTUIACh BONHA <IMKHX» 3a0aCTOBOK,
Havaucsa NogbeM Npoico0308, He ¢BA3AHHBX ¢ POHIL

B HPOULTOM I'Olly OHHH M3 CAMBIX BOMHCTBEHHHB X HEZABHCHMEBIX l'Il)OCl)*
co30B — «3aumTa Tpyias — NpoRe)l ceprio akKiHHA, OM0KHPOBAIL HOPOrH
H 33CTaBWT OAHO A0YepHee HPEI[IIPHHTHC (‘FE!BI'[‘[)OMBS' nepeceTHThL paf)o'-mx,
CTPARABIINX OT SFOBUTHX BHOpPocoB HedTe 00k BalONero npoi3BoACTRA.

CerogHsa 3a0acTOBOK MeHblIle, B CTPpaHe HAPHT OTHOCHTENbHAS SKOHO-
Muueckas cTabuABHOCTE, HO paboune BegyT ceGa GecnoKoiino H CKINHIIBL
OPraHH30BBIBATE AKIIHH MeCTHOrO MaclnTada. « TeHaeniinsa opHIma n.nx
npodcOI0308 NOAAEPKUBATH NPABHTEABCTRO H ML HA COBAX 3alHLIATE
CBOWX YJIEHOB CTAHORUTCA Gosblioit mpobaeMoiil ANg HUX, — rOBOPHT AH-
aApeit Psabos, skeniept Monpa Kaphern. — B Pocenn ellle He moaBdAMCh
npod)coi03kl, TNABHOH 3a1a4ueii KOTOPEIX OBIO0 GBI IPEeACTABIATD HHTEPeCH
pabouNX H KOTOPEIE He GOAMHCE 6Ll BCTYNATL B KOH(PPOHTAITHIO ¢ BIACTSIMH».

B 1999 r. priepBbie co BpeMeH pazpana CoseTckoro Cok3a B pocCHi-
CKOIl 2KOHOMHKe Haqaacs POCT. «KOfﬂa HPCHHPHHTHH 6bI.J"IIrl 63HKPOT3MH
1 HWYero He RPOM3BOIHIH, TPodc0iaaM ObLIO HEYEro AeaTb, — FOBOPHT
Kvpuan Byketos, keopanxarop no Boctounoii Esporne [Tpodcoioza pabo-
YHX HUUICBOH TIPOMBIHIIEHHOCTH, KOTOPLIH HEelaBHO OMOT POCCHIICKIM
paﬁolum Ha4Y4Th HpOCl)CO]O3Hy10 AeATENIBHOCTE B MeCTHEIX OTA€TEHHNAX KOM-
nannit «MakJonanacs u «Koka-Koaas. — Koraa peus naet o ToM, 4T00BI
MoAeNIHTECA yBemm HBAKOMIHMHCA l'IplIﬁI)LﬂHMH, 3TO COBCEM JPYTIOe ACi0».

HexoTophle aKTHBHCTEL OMACAIOTCS, YTO PAIBHTHE TPYAOBBIX OTHOHIE-
HHi:I 3aMagHOro CTHJIA MOMXKET IIPHOCTAHOBHTHCA, €C/TH B KOHILe TOAA Ilyma
YTBepAMT MpeAnckeHHbIA Kpemaen sakoHopoekT, sadpeutaloniuii coata-
BaTh Ha 3aBoAax Gojee oaHoro npodcoiosa. ¥xe rox Jlyma He MoXeT
YTBepAHTE HOBBIH TpyAoBoil kogekc. [lpodcoioas Bo3paxaloT NPOTUR
HeCKOJIBKHX l'IyHKTOB, ﬂpeﬂyc&lanHBalOLlll‘IX CHIHM€HHEe pO.TlIrl KoJLIeK-
THBHBIX NEPErOBOPOR, YAMHHAKIINX pabouil AeHb A0 12 Yacos H aHIA-
IOUMX paloYHX NPUBHIETHH COBETCKHX BPEMeH,

PHII cormacunach noazepxars 00ee MATKHI BADHAHT 3AKOHA, B KO-
Tophii OblTa 106aBAEHA CTATHS O TOM, UTO Ha OAHOM pabodeM MecTe MOXK-
HO CO3TABATh TOJABKO OJMH Ipodicoioa. B mwose yma NpHHSNA B 1TepROM
YTeHUH HepecMOTPeHHbiH 3akoHONpoekT. «Ilo cyTH, MBI BepHEMCA B €O-
BETCKHe BpeMeHa, KOTAa BCeX MPeACTABALR OLHH TPOhCOIo3, KOHTPONHPY-
eMBlil TOCYAapcTBOM, — npeaynpexaaer Onun Dabuy, auaep «3amuTel
Tpyna». — Konegno, POHII, ynacnhe1opaBinas orpoMHOE KONHUECTBO OY-
MaKHBEIX YJIEHOB C COBETCKHX BpeMeH, OYNeT 3aperHcTpHpoBaHa Beajle.
Apyrum npodcoioszaM Gyaer, 10 CYTH, 3aNPEEHO BECTH KOA1eKTHBHELE
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neperosopbl. Ho kak MO HO HaMeHUTb CHTYAIIMIO B3 TaBAEHUS CO CTOPO-
HBI HE3ABHCHMBIX TIpO(COIO30B? »

Jlpyrue npodcoroatble aKTHBHCTH MeHee TeCCUMHUCTHYHLL. CMUPHOBa
TOBOPHT, YTO IIYTH Ha3al HET. «Hanm PYKOBOAMTEJIH npenynpemneﬂbi, HTO
OHH JOJAHBL ,Z[OFOBaPHBaTbCﬂ C HaMH»,

1.2. Render the article using the active vocabulary.

J. Translation

Translate the following passages into English.

PbIHOK TPYAA M NPO$COIO3bI

C. C. Hocosa

[Tpodco13 MOKET OBBICHTE KOHKYPEHTHBIE CTaBKH 3apaloTHOI mia-
Thl IYTEM: 2} YBEIHYEHHA IPOHIBOACTBEHHOTO CIIpoca Ha TPYA; 6) orpanu-
YeHHUS NpeAaoXKeHHs Tpyada ¢ NCIOAL30BaAHKeM 3AMKHYTHX NPOhCOI030E;
B) HETIOCPE/CTBEHHOTO YBeIHYeHHs CTABKH 3apab0THOI NAaTH Bhille paB-
HOBECHOI! ¢ IOMONIIBIO OTKPBITLIX MPodhCoIo30B.

Cpenu 9KOHOMHCTOB HeT eAHHOIYLIHOTO MHERHA 0 He0OXOLHMOCTH MH-
HMMYMa 3apaBoTHO#t ITaThl KaK MEXaHH3MA J10 PeNOTBpallleHHI0 GeIHOCTH.
C onHoii CTOpOHBI, MHHRMYM 3apaboTHOI [T NOPOKAAeT GeapaboTHity
CpeaH HeKOTOPBIX HU3KOONNaYHBaeMEIX pabodHX, ¢ APYToi, — oH mpHBO-
JUT K [IOBBIUICHHIO 10X0/J0B TeX, KT Npoao/KaeT paboTarh.

PaBoune, obbeHHEHHbIE B IPOdCOI03b, MOTYT MOAyYaTh 3apaboTHYIO
naary B cpeAHeM Ha $0—15 24 BHIile o cpaBHEHHIO ¢ He WieRaMl podco-
0308,

MOAEAB ABOHHOM BAACTH

ﬂ,ByCTOpOHHHH MOHOITOMHA — 3TO 06'be,IIHHBHPI${ MOHOIICOHHYECKOH MO-
JeNH ¢ MOJeABI OTKPHTHIX NpodeoioaoB. C oaHoil cToponsl, mpod o
ABNAETCA MOHOMOIUCTHIECKHM <TPOJABIOM» TPyAa B TOM CMBbICJ]E, 4TO
OH KOHTpOJ’IpreT mpeldnoKeHHe TRyAa H MOXKeT OKa3aTh BJAHAHHE Ha CTaB-
ki 3apaboTHoit matet. C Apyroil CTOPOHLL, OH IPOTHBOCTOHT MOHOIMCOHM-
YecKOMY HaHHMaTeo TPYAa { MU COBOKYITHOCTH OMHIGIICONNYOCKHX Ha-
HiMaTenell Tpy/a), KOTophlii Toke MOXKeT Bo3eHCTBOBATh Ha 3apaboTHYIO
NAATY IyTeM H3MEHeHHA 3aHATOCTH, BAgeTca MM 3TO 0coBBIM CyyaeM?
HeT. B Takux BaxHEIX OTpaciadax, Kak CTaJIe.IIHTeﬁHaH, aBTOMOﬁHJIbHaH,
«6OMBIIOH TPYA» — OAVH KPYUHbIH TPOW3BOJACTBEHHBIH COI03 — BEAET Te-
PEroBOPHI ¢ <GONBIINM HHUIHECOM» — HECKOJIbKHMH KPYITHBIMHM ITPOMBIIL-
JIeHHBIMH KOPIOPALHAMH. B yca0BHAX ABYCTOpOHHEH MOHONIOMHH Ha 0de-
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MX CTOpOHAX PBIHKA TPY¥/Ada BOSMOMHA CHUTYALIA, KOT/Ia YCTAHOBMBUIAACH
CTaBKa 3apaboTHON TIATH H YPOBeNb 3aHSTOCTH MOAXONAT K KOHKYDEH-
THBIM ¥ POBHAM 3HAUYNTEILHO 6.111‘1}1{8, yeM B TOM CAy4dae, KOLJAa CYIeCTBYET
MOHOIIONUA TONBKO Ha OIHOH CTOPOHE PBHIHKA.

2 K. Case study

K.1. Read the article and do the exercises.

More Yulnerable
Labour Laws Don’t Dover Everyone

New York (CNN news). When Jose Castro helped to organize a trade
union campaign at his workplace, Hoffman Plastic Compounds in Califor-
nia, he was fired. His firing was found to be unlawful, but on March 27th
the Supreme Court ruled that he could not receive back pay. The reason;
Mr. Castro is a Mexican, who is in the United States illegally and who used
a friend’s ID to get his job.

His case raised the question of the rights of people who are not lawfully
residents. The court, which divided five to four on the ruling, was clearly in
some confusion, as is the country at large. Under a Supreme Court ruling,
children of illegal aliens may attend public schools. Most states provide illegal
aliens with emergency medical care and insist that they get their vaccina-
tions. They may not give them extra social assistance. People working ille-
gally in America must pay taxes, but cannot receive a refund for overpay-
ment; they must contribute to Social Security (the national pension), but
cannot receive retirement benefits. Depending on state law, they can vote
in local elections (such as those for school boards), but not naticnal ones.

Labour laws used to cover everyone, even those people not legally per-
mitted to work. Trade unions provided strong support, preferring immig-
rants to swell their ranks rather than provide cheap competition. In 1986,
hiring undocumented workers was made illegal. But employers resisted be-
coming, in effect, immigration agents, and the law was little enforced.

The National Labour Relations Board, which supported Mr, Castro, has
continued to allow undocumented workers to get back-pay if they are fi-
red. But the Supreme Court jibbed in Mr. Castro’s case, saving he had in
any case got his job through a eriminal fraud, and should not be paid wages
he could not legally have earned. Chief Justice William Rehnquist added
that this would only encourage violation of the immigration laws.

Writing for the minority, Justice Stephen Breyer argued that stripping
labour-law protection from illegal aliens would not only undermine Ame-
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rica’s domestic labour law but would lower the cost of illegal labour, dra-
wing more hopefuls in. Whatever happens, it is certain that America’s non-
citizens are now more vulnerable than they were,

K.2. After reading the text write down in two appropriate columns
what illegal aliens can/must and cannot/ must not do in the United States,

Iilegal aliens can‘must do : Iilegal aliens cannot/must not do

K.3. Sum up the arguments for and against paying Mr. Castro wages.

K.4. Divide the class into two groups and make up the speech of:

a) Attorney;

b) Prosecutor.

K.5. Decide what actions Trade Unions can take to support illegal
aliens. Plan a Trade Unions’ campaign against the violation of rights of
America’s non-citizens.



Unit 2
Production and Costs

A. Preliminary discussion

1. How can you define production?
2. What is the ultimate aim of production?
3. What are factors of production? Can you name some of them?

B. Pre-reading exercises

B.1. Skim the text and give its key idea.

B.2. Scan the text for the following information.

1. What difficult task does any producer face?

2. How many stages of production are mentioned in the text?
3. What is the key concept of Diminishing Returns?

C. Reading

C.1. Read the text and answer the questions.

1. How can you formulate the Law of Variable Proportions?

2. In what way is the output of final product affected by adding more
units of production?

3. How does total cost of production differ from marginal cost?

4. Where is marginal analysis used? '

Production and Costs

Garry Clayton

Whether they are film producers of multimillion-dollar epics or small
firms that market a single product, suppliers face a difficult task. Producing
an economic good or service requires a combination of land, labour, capi-
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tal, and entrepreneurs. The theory
of production deals with the rela-
tionship between the factors of pro-
duction and the output of goods and
services,

The theory of production is ge-
nerally based on the short run, a
period of production that allows
producers to change only the amo-
unt of the variable input called la-
bour. This contrasts with the long ‘
run, a period of production long enough for producers to adjust the quanti-
ties of all their resources, including capital.

The Law of Variable Proportions state that, in the short run, output will
change as one input is varied while the others are held constant,

The Law of Variable Proportions deals with the relationship between
the input of productive resources and the output of produetive resources
and the output of final products. The law helps answer the question: How
is the output of the final product affected as more units of one variable
input or resource are added to fixed amount of other resources? Of course,
it is possible to vary all the inputs at the same time, Economists do not like
to do this, however, because when more than one factor of production is
varied, it becomes harder to gauge the impact of a single variable on total
output. : .

When it comes to determining the optimal number of variable units to
be used in production, changes in marginal product are of special interest,
There are three stages of production — increasing returns, diminishing re-
turns, and negative returns — that are based on the way marginal product
changes as the variable input of labour is changed.

In stage one, the first workers hired cannot work efficiently because the-
re are too many resources per worker. As the number of workers increases,
they make better use of their machinery and resources. This results in incre-
asing returns (or increasing marginal products) for the first five workers
hired. As long as each new worker hired contributes more to total output
than the worker before, total output rises at an increasingly faster rate.
This stage is known as the stage of increasing returns.

In stage two, the total production keeps growing, by simaller and smaller-
amount. This stage illustrates the principle of diminishing returns, the sta-
ge where output increases at a diminishing rate as more units of variable
input are added, :
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The third stage of production begins when the eleventh worker is ad-
ded. By this time, the firm has hired too many workers, and they are star-
ting to get in each other’s way. Marginal product becomes negative and
total plant output decreases.

Measures of Costs :

Because the cost of inputs influences efficient production decision, a bu-
siness must analyze costs before making its decision. To simplify decision
making, cost is divided into several different categories.

The first category is fixed cost -- the cost that a business incurs even if
the ptant is idle and output is zero. Total fixed cost, or overhead, remains
the same whether a business produces nothing, very little, or a large amo-
unt. Fixed costs include salaries paid to executives, interest charges on
bonds, rent payvments on leased properties, and local and state property
taxes. Fixed costs also include deprecation, the gradual wear and tear on
capital goods over time and through use,

Another kind of cost is variable cost, a cost that changes when the busi-
ness rate of operation or output changes. Variable costs generally are asso-
ciated with labour and raw materials.

The total cost of production is the sum of the fixed and variable costs.

Another category of cost is marginal cost - the extra cost incurred when
a business produces one additional unit of a product. Because fixed costs
do not change from one level of production to another, marginal cost is the
per-unit increase in variable costs that stems from using additional factors
of production,

The cost and combination, or mix, of inputs affects the way businesses
produce, The following examples illustrate the importance of costs to busi-
ness firms.

Consider the case of a self-serve gas station with many pumps and a single
attendant who works in an enclosed booth. This operation is likely to have
large fixed costs, such as the cost of the lot, the pumps and tanks, and the
taxes and licensing fees paid to state and local governments.

The variable costs, on the other hand, are relatively small.

As a result, the owner may operate the station 24 hours a day, seven days
a week for a relatively low cost. As aresult, the extra wages, the electricity, and
other costs are minor and may be covered by the profits of the extra sales,

Measures of Revenue

Businesses use two key measures of revenue to find the amount of out-
put that will produce the greatest profits. The first is total revenue, and the
second is marginal revenue,
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The total revenue is the number of units sold multiplied by the average
price per unit,

The marginal revenue is determined by d1v1d1ng the change in total re-
venue by the marginal product. .

Keep in mind that whenever an additional worker is added, the mar-
ginal revenue computation remains the same. If a business employs, for
example, five workers, it produces 90 units of output and generates $ 1,350
of total revenue. If a sixth worker is added, output increases by 20 units,
and total revenues increase to $ 1,600. To have increased total revenue by
$ 300, each of the 20 additional units of output must have added $13.

- If each unit of output sells for $ 15, the marginal or extra revente ear-
ned by the sale of one more unit is $ 15 for every level of output.

Marginal revenue can remain constant but businesses often find that
marginal revenues start high and then decrease as more units are produced
and sold.

Marginal Analysis

Economists use marginal analysis, a type of cost- beneflt decision ma- -
king that compares the extra benefits to the extra costs of an action. Mar-
ginal analysis is helpful in a number of situations, including break-even
analysis and profit maximization. In each case Lhe costs and benefits of de-
cisions that are made in small, incremental steps,

The break-even point is the total output or total product the business
needs to sell in order to cover its total costs. A business wants to do more
than break even, however. It wants to make as much profits as it can. But,
how many workers and what level of output are needed to generate the
maximum profits?

The owner of the business can decide by comparing marginal costs and
marginal revenues. In general, as long as the marginal cost is less than the
marginal revenue, the business will keep hiring workers,

When marginal cost is less than marginal revenue, more variable inputs
should be hired to expand output.

The profit-maximizing quantity of output is reached when marginal cost
and marginal revenue are equal,

C.2. Decide whether these statements are True (T) or False (F).

1. The theory of production deals with a period of production that al-

lows producers to change the amount of labour used.

2. The law helps answer the question: How is the output of final pro-

duct affected as more units of one variable input or resource are ad-
ded to fixed amount of other resources?
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3. Instage one of production the more workers are hired the less are the
refurns,

4. When an additional worker is added, the marginal revenue computa-
tion changes according to the stage of production.

5. When marginal cost is less than marginal revenue, more variable in-
puts should be hired to expand output.

= D. Vocabulary

D.1. Read and learn new words.

output (1) — the amount of goods or services produced by a per-
son, machine, factory, company, etc.

input {n) — ideas, advice, effort, or money that you put into somet-
hing to help it succeed _ .

factor of production — something that is needed to produce a par-
ticular product

diminishing return — the idea that a point can be reached where
the advantage or profit you are getting, stops increasing in relation to
the effort you are making

matginal {adj) — relating to a change in a cost, value, etc. when
one more thing is produced, one more dollar is earned, etc.

costs {n) — money that a business or an individual must regularly
spend

fixed costs — costs to a business that do not change when the
amount of goods or services produced does

incur (v} — if you incur a cost, a debt, or a fine, you do something
that means that you lose money or have to pay money

overhead costs — costs not directly related to a particular product
or service, but related to general costs for buildings, equipment, etc.

interest(n) — an amount paid by a borrower to aiender, for example
to a bank by someone borrowing money for a loan or by a bank to de-
positor

charges (1) — ar amount of money paid for services or goods

rent payment — money paid for the use of a house, office, etc,

lease (v) — to give somebody the right to use something for a par-
ticular period of time in return for payment

depreciation (n} — decreasing in value over a pericd of time

variable costs — costs that change when the amount of somet-
hing produced changes
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rate of operation — capacity of work done by a company or mac-
hine

marginal cost — the extra cost of producing one more of somet-
hing

self-service (n) — a self-service shop, restaurant, etc. is one in
which customers get the goods themselves and then go and pay for
them

lot(n) — an area of land on which nothing has been built and which
may be available to rent, or build on

revenue {n) — money that a business or organization receives over
a pericd of time, especially from selling goods or services

break-even {adj} — when a company is neither making a profit or
aloss

D.2. Give English equivalents to the following words and expres-
sions:

¢ (QUKCHPOBaHIbie 3aTPAThl;

L d CaMOO6Cﬂy}KHBaHHe;
6e3yGpITOYHBIIT;
HOPMa 3arpysKH IIPOH3BOACTBEHHBIX MelyTocTeil;
ROXOR, BLIPYUKE;
nepeMeHNble H3IEePXKKH;
HaKJdalHhie pacxo;:[b[;
HM3HOC,

- * * &+ & &+ »

COKpallakMuHica J0X0H;
(haxTOp MPOH3BOACTRA.

D.3. Choose an appropriate word or expression from the box to
complete the following sentences,

-

returns costs fixed cost incurred
interest rents leased depreciation

1. Commercial ... have decreased significantly since their peak in 1997.

2. The East Moline foundry has been operating at less than 50 % capa-
city and has ... significant operating losses.

3. The ... is the added output resulting from employing one more worker.,

4. Their retail branches are a ..., so the more business they put through
them the better.

3. Delay in construction could increase ... significantly.
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6. Chrysler might run out of money to pay ... on its bonds.

7. The proposed site of the factory may lead to... of pmperty value in the
immediate vicinity.,

8. The local authority ... him the property.

E. Make a summary of the text

Use the active vocabulary.

# F. Grammar notes

‘One’ and ‘It’

§ 1. ‘It’ as an ‘empty subject’. We often use *it’ in sentences referring
to time, the weather, temperature or distance, When used in this way, it is
sometimes called an empty subject because it carries no real information.
It is present because every English sentence has to contain a subject and
a verb, It is used in sentences with:

¢ time: It's 8 o'clock, It's Tuesday. It's May 25th;
weather: It’s hot. It’s raining. It rains a lot here;
temperature: It’s 37° centigrade/Celsius;
distance: It’s 20 miles to/from London;
the tides: It’s high tide at 11.44;
environment: 1t's noisy,/smoky in here;
present situation: Isn't it awfulf Isn't it a shame;
it’s time ... Jt’s time (for us) to leave;
with since: It's three years since we last met;
with says: [t says here there was a big fire in Hove;
with take: Jt takes (us) half an hour to get to work.

And note many expressions with it, e. g, it doesn’t matter; it’s no use,
(‘it’ as a subject); I've had it; That does it! (“it’ as an object),

§ 2. ‘It’ as a ‘preparatory subject’. Sometimes sentences beginning
with ‘it’ continue with an infinitive, a gerund or a noun clause. It is possible
to begin such sentences with an infinitive or gerund, but we generally pre-
fer “it’.

¢ E. g It's pleasant to lie in the sun (To lie in the sun is pleasant ).

+ It's pleasant lying in the sun (Lying in the sun is pleasant),

*- & v e



Unit 2. Production and Costs 37

+ It’s a shame that he isn’t here (That he isn’t here is a shame).

+ It doesn’t matter when we arvive (When we arrive doesn’t matter),

§ 3. General statements with ‘one’ and ‘you’. ‘One’ used as an indefi-
nite pronoun meaning ‘everyone/anyone’ is sometimes applied (formally)
in general statements: World trade is improving, but one cannot expect mi-
racles.

In everyday speech, the informal ‘you’ is preferred: Can you buy refri-
gerators in Lapland? (= Can anyone ..?).

‘One’ may be used to replace ‘I’, but this tends to sound pompous: One
likes to have one’s breakfast in bed now and again.

‘One’ can be linked with ‘one’s’, just as you can be linked with your,
However, constructions with ‘one’, ‘one’s’ and ‘oneself” are often awkward
because of the repetition of ‘one’.

E. g.: One should do one’s best at all times. (Better: You should do your
best at all times).

One shouldn’t be too hard on oneself. (Better: You shouldn’t be too hard
on yourself).

In AmE ‘one’s/oneself’ can be replaced by ‘his/her’, ‘himself /herself’:
One should give himself/herself a holiday from time to time. (For the use of
the passive in place of one).

F.1. Identify all dumpy ‘it’ or ‘one’ in the text “Cost and Production”
and translate the sentences into Russian.

F.2. Rewrite these sentences beginning ‘It ... if it is appropriate in
written English. The first has been done for you.

1. To drive a car without a licence is illegal. E. g.: It is illegal to drive

a car without a licence.
. That she wasn't hurt in the fall was a miracle.
. Their decision was a serious setback.
. The announcement is to be made this evening,
. Where the light was coming from was far from clear.
. That you already know my secret is cbvious.
. Ifthe two countries don’t reach an agreement soon will be surprising.

8. The parcel I was expecting has arrived.

F.3. Match up the sentences and write ones beginning with ‘It ...,
‘that ...’, as in the example: It appears kely that the President will be re-
elected. A number of alternative answers are possible:

=~ oot ok W b
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1) the President will be re-elected;

2) Beckman had a wrist injury for
most of the match;

3) this was to be the band’s last
world tour;

4y Jacobs possessed three handguns;

5) people are happy with the quality
of supermarket food.

G. Speak up

a) this transpired during the trial;
b) this follows the results of the survey;

¢) this appears likely;

d) this scemed to be the case;
e) this emerged afier the concert.

G.1. Answer the following questions,
1. How can overhead costs change the way people do business?
2. How does costs affect total revenue?

G.2. Discussion topics.

1. Comment on the statement: Profit is maximized when the marginal
costs of production equal the marginal revenue from sales,
2. Explain the use of marginal analysis for break-even and profit-maxi-

mizing decisions.

3. Many oil-processing plants shift workers to maintain operations.
How do you think a plant’s fixed and variable costs affect its decision

to operate around the clock?

H. Reading the English newspaper

H.1. Read the article and do the exercises.

The Benefits of Being Small: Balancing Economies of Scale
Against the Advantages of intimacy Is a Delicate Task

Johrn W. Hunt, “Financial Times”

In the 1970s the British economist E. F. Schutmacher coined the phrase
“small is beautiful.” The expression focused on a design question. As com-
panies become larger and more complex, can they restructure to retain the
human benefits of smaller companies?

Schumacher believed that they could not, They would have to reduce in
size and change their command structure. His argument was simple. As a
company adds more people in more locations the sheer task of holding this
lot together becomes an end in itself. The economic advantages of scale
will be eroded by the disadvantages of a loss of intimacy.
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Schumacher was largely ignored outside Europe. At the time a preva-
iling view was that large companies could be very profitable if structures
were crystal clear and rational. Through these means human error or devi-
ance could be minimized.

One company was always quoted as the supreme example of the triumph
of structure over deviance: International Business Machines, arguably the
greatest exponent of machine-like precision through command and control
structures. '

However, in 1993 TBM lost $ 5bn (£ 5.6 bn). Forthose on the inside, the
collapse of the world's most successful computing company was stunning,
At the time I taught on IBM’s senior management programme at La Hulpe
in Belgium and I could track the growing unease. Yet the IBM staff still
believed that creative, structural solutions would save the day. Managers
largely ignored the evidence of paralysis at the top. They were part of the
paralysis.

The rest is history. Lou Gerstner, with no background in computing,
was brought in to rebuild IBM. Seemingly, overnight half of the far-flung
450,000 devoted, loval, programmed 1BM-ers were banished. The rational
model had been shown to be flawed,

Since the 1990s various studics have reinforced the idea that 1,000 emplo-
vees in one location is about the maximum size for any company if it is to
retain the advantages of the cconomies of scale and minimize the human
diseconomies arising from adding more people,

IBM did clean out 50 per cent of its workforce — but controlling size
was not the main way the company reinvented itself. Its most important
decision was to offload its entire hardware and components manufactu-
ring. Cutsourcing was its most spectacular strategy.

In the latest McKinsey Quarterly, the logic and effect of outsourcing as
a strategy and how it affected IBM are examined. The research question
posed by the authors is: has outsourcing gone too far?

The logic of outsourcing is that by shedding assets companies can con-
centrate on the interesting work. Employeesare remotivated to develop pro-
duct or services, discover solutions and be innovators or supply chain integ-
rators. Liberation leads to an increased rate of return on invested capital.

The Journal provides sensible, practical insights into the sort of questi-
ons companies should ask before embarking on outsourcing. If internal
suppliers can meet industry standards within a set time and present a com-
petitive advantage, an internal solution may be preferable. If, as well, the
internals are not readily substituted cutside and are vital to the corporate
culture and reputation, the company should resist outsourcing.
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Conversely, if there are dramatic cost savings available from cheaper
labour sources or the skills are hard to acquire or suppliers have greater
productive capacity and higher levels of expertise and knowledge, the case
for outsourcing is strong.

Rarely is outsourcing an either/or decision. So the authors discuss
a mixture of tactics in which the company gets the best from both sources,
internal and external. They rightly question the general assumption that
outsourcing is always best,

One issue that the authors do not discuss is dependence. This is often
critical. How dependent does a company become once it has transferred al
its information technology processing to a supplier? Transferring staff is
fine if the explicit and tacit knowledge is readily available elsewhere. It
may be dangerous if it is not.

By the mid-1990s IBM had redefined its core business as e-business ser-
vices and solutions, research and design and semiconductor architecture
and manufacturing and spun off its hardware and components manufactu-
ring business. By 2000 it reported revenues of $ 8.09bn.

What does all this tell us? First, by outsourcing manufacturing IBM
made possible a massive strategic shift. Lesson: outsourcing is not just
a tactic for transferring costs, or people problems.

Second, IBM's leaders could not have known in 1994 how the company's
future would evolve. This was not change based on a clear vision and
a rational plan. Lesson: To outperform the competitors, companies must
take risks, follow a shared hunch and tolerate ambiguity about the out-
comes.

Third, this transformation was achieved by relentless segmentation into
smaller units, Lesson: Schumacher’s argument on the human diseconomies
of size was valid. For innovation and creativity, free forming self-gover-
ning teams are essential. Small in this sense is beautiful.

H.2. Answer the following questions.

f. What human benefits did Schumacher have in view when he coined

the phrase “small is beautiful™?

2. Did other economists and industrialists share his opinion?

3. How did industrialists intend to minimize possible human error or

deviance in a large company?

4. What other strategy besides controlling size did IBM use to reinvest

itself in 1990s?

5. Was outsourcing strategy an efficient measure? What is the logic of

this strategy?
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H.3. Match up the words and definitions:
1) economies of scale; a) something that is different from what is socially

acceptable;

2) to erode; b} a person who expresses support, perfonms, or is an
example of a siated thing;

3) deviance; ¢) the advantages that a big factory, shop, etc. has over

a smaller one because it can spread its fixed costs over
a larger number of units and therefore produce or sell
things more cheaply;

4) exponent; d) to pertform better than anyone else;

3 outsourcing; &) to wear or to be worn away gradually, esp. by slow
action of water, wind, etc.;

6) to outperform; f) if a company, organization, etc. employs another
company to do a part of its contract;

7) far-tlung; g) a situation, when there is more than one possible
meaning or interpretation; unclear;

8) ambiguity. h) spread over a great distance.

H.4. Read the article once more, find the sentences containing it/one
and translate them into Russian.
H.5. Make up the outline of the article and then render it,

1. Reading the Russian newspaper
I.1. Read the article, find key sentences and translate them into English.

HHBeCTHLMM B Ka4HECTBO

<Ixcnepm Cesepo-3anads

Haurg paliHble CBHARTENBCTBYIOT, YTO BAKHEIIIUM HAIPABIEHHEM HH-
BECTHLMH APEANDPHSTUH ABNSETCSH BAOMXKEHHE B HOBbIIIEHHE KaYeCTBa
Bhinyckaemoit npoaykung. O6 aToMm ropopar 100 % onpoleaHsx kKomna-
tHil. Tak, xonauurosas komnakHa <Jlagoras sanycTiaa g Hayate 2003 r.
B MBanropose nmpeampisATHe 110 BBITYCKY CRUPTOBaHHEIX Modydabpuxa-
TOB — MOPCOB M HACTOEB H3 HATYPATBILOTO PACTHTEABHOLO ChIpbI. 3a cuer
peaJH3alHH 3TOTO ]'l])D@KTa KOMHaHHK YIad0Chk HEe TOABKO CHH3HTBL Ce-
SeCTOUMOCTDL BaXXHOIO IS NPOH3BOACTER KOMIOHEHTA, HO H PENINTh
1poteMy rapaHTHPORAHHOCO KAYECTBA CHIPbSL AAS BBUTYCKA HACTOCK.

Ha npeanpusTuax JeconpoMbinineHHol kopriopaun <Hanm [laans
pPeand3yeTCa ll(:‘.?'lblf;l PAaA HHBECTHIHHOHHBIX TIPOTP&MM, HalltpaB./JeHHDIX HA
NoBbIIEHKE KadecTsa poaykmyu, Ha Bpatckom JITTK nocie pekoHCTPYK-
LIUH KapToHOoAeaaTeAbHOI MamuHbl 8 2003 r. 3HAYHTEABHO YAYUHIWICA
BHElll"Hﬁ BHA KapTOHA M €TO (blISHKO“ME){aHH‘-IECKI'Ie MOKa3aTenn, NOJEYy9e-
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Ha OTILITHAST NapThA KapTOHa NMoBbleHHol npoyHocTy. Ha Kotnacckom
LEeANION03HO-OYMaKHOM KOMOWHATE TTOC/Ie MOJEPHH3AUHW He TONBKO
YAYYINHJACHA BHEeNIHUH BIIA KapTOHA, HO H MOBHCUACh ¢TaGHABHOCTD NO-
Kasarteseil ero PU3HKO-MeXaHHYeCKHX CBOHCTB,

BHeapetye HOBBIX TeXHOIOIHH Ha KMPITHUHBIX 3aB0odaXx Tpynns JICP
MO3BOJMIIC 3HAUHTENbHO YAVHUINTE KauyecTBO BRIMYCKaeMoH MpoayKIHH.
Tak, Ha BxoasileM B rpynmy npeanpusitiu <Jlencrpoiikepamukas yera-
HOBAEHO AMEPHKAHCKOE M HeMeLKoe 000pYA0BaHIC, KOTOPoe NOSBOJIHIO
nepefiTil 112 HpOTPeCcCHBRYIO TEXHOMOTHIO W HAYATD BHITYCK BBEICOKONPOY-
Horo knpnuya. B «Jlencrpolikepanukes» Boepebte B Pocciy Oe1n Hanaxen
MaccOBBlil BBINYCK KHPITHYa, [T03B0I410L1ero BO3BOANTD 3AaHHS 23 dTaxeil
H Bblie 6e3 YBeNHYeHHS TOJUIMHBL HecylHx cTed. Ha apyros mpeaupn-
ATUH TPYIITB « KepaMHKas ocBOeHb HOBBIE TEXHO.TOTHH 110 N1POH3BOACTBY
HCKYCCTBEHHOIO KAMHS ¢ 1ICHOJIB30BAHEM CHEIHaAbHBIX Jobapok. [Ipu
BJABOE Meibllell ToJUEMHE CTEeH 3TOT MaTepuan OaeT Takoll e agpdexT
TENMOH30AAINH, YTO H 06bI4HAA KHPIHYHAS CTeHA.

CTpenacHie TOBRICHTE KAUeCTBO BbINYcKaeMok NPOIYKLKHH CBHAETE b~
CTBYeT 00 VKECTOUENHH KOHKYPEeHTHOM G60phOnt Ha GOABIIHNCTEE PEIH-
KoB. Bpems, koraa Ha pbIHKaxX CYLIECTBOBANO 3HAYHTEADHOE KOJMMYECTRO
HE3AMOMHEeHHBIX LMIH, TOcTeNeHHo 3akandHBaeTes. Tencpl Hapaniigathb
oDOPOT MOKHO TOJNIBKO 3a CUET KOro-To M3 KoukypeHTtos, M npennpuxy-
MaTeqnH Bee OTUeTAHBeli MOHNMAOT, YTO 6ea KaueCTBEHHOM 1 COBpEeMeH-
IO MPOAYKIUHH PACCYHTHIBATD HA 3TO e TPHXOAHTCS.

HacToiKH, MMBO M ONHAKH

BTOpBIM MO 3HAYHMOCTH HaTipaBJeHHeM HHBECTHUMH, O MHEHHIO Ha-
UIMX PeCNOHACHTOR, ABRAETCA CTPEMACHE KOMITaHMi ¥B&JIMUNTH 06'bel\{bl
[IPOHABLACTBA U CHHANTD H3Zepxkki. O6 dTHX 3aladaX rOBOPAT COOTBET-
cTeeHno 90,9 u 87,4 % onpomeHHBIX KOMNaHHitL. THIHIHBIM TPUMEPOM Ta-
KHX BJIOKEHHI ABASAETCS PEKOHCTPYRIMA TPynoi <EBpoxXuM» 2-ro liexa
110 MPOM3BOJCTRY cepHOM KucaoTh Ha «Docopurtes. O6ummit o6beM HH-
BecTHII B 3TOT mMpoeKT cocTaBun 11,6 MaH poanapos. B pesynnrate
MOITHOCTH HPOM3BOACTRA BO3PACTYT ¢ 450 Toic. A0 700 Thic. Tonl cepiioii
KHCJOTH] B TOL.

ITpoekToM, MPH3BAHHBIM PEHIMTE 3afady M0 YBEJIYEHHIO 0OBEMOB
IpOH3BOACTBA, ABMAETCS U 3aNYCK XOAAHHTOBOH KoMnaHHell «Jlagoras
BTOpOIt ouepenn 3apoga B Mpanropoge. PacilnipeHue IpoH3BOACTEA, KyAa
yike BAOKEHO 2 MJAH AOAIAPOB H OV/ET HANPABALHO elle 3 MJIH A0ANapOoB,
NO3BOJNT NPEAIPHATHIO TIOTHOCTREY YIOBICTBOPHTD IlDTpe6HOCTb j*blHKA
B APOMATHBIX CIIHPTaX H HACTOHKAX.
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K npockram, 3ana9a KOTOPBIX — YBEJHYHTH [1POUSBOACTBEHHLIE MOII-
HOCTH, MOKHO OTHECTH PACIIHPEHME TTPOH3BOACTBA NeTepOypreKoi mu-
BOBapeHHoil koMNaliuu «BeHas. B peayabTaTe peanuaalyy sToro NpoeKTa
BO3MOXKHOCTH IIPEATIPHATHS YBEJUYHIRCE TIPAKTHYECKH BJROE, YTO NO3-
BOJHJIO KOMTIAHHH 3HAUUTENBHO MTOBBICHTE 0ObeMBl TPOJAK U HANAAHTD
BbINYCK HOBLLX COPTOB [HBA, a TAIGKE PACLIMPHTb IPHCYTCTBRE TIPOIYK-
ud «Bewsl» B Apyrux peruonax ¢rpanml, Ellle OAHHUM OpUMEPOM HH-
BECTUINMH B pacliipenie o0beMa pOH3BOACTBA MOXKeET CIYKHUTh IPOEKT
MOJEpPHUSAMIM MPOHABOACTBEHHOH THHHN 3aBola B YyA0BO, KOTOPLIH
oboirenca komnanuu URSA Russia B 6 MAH eBpo. 3a cueT eTo peaansaiuu
YAaJI0Ch YBeAHIUTD 0ObEM NPOU3BOACTBA Ha 25 %, A0 26 THC. TOHH CTeK-
JIOBOJIOKHA B TOA.

He cekper, yTo cerogHsi 0CHOBHYI0 6a3y OTeYeCTBEHHBIX NPOH3BOI-
CTBEHHBIX MOIHOCTeH cocTaBsieT GHaHUeckH H MOPaNbHG yeTapeBulee
obopvaosanue. B cpemiieM no cTpane H3HOC 00OPY/IOBAHHA OLEHIBAETCHA
creiuatHeTaMu Ha yposHe 50-60 %, a B OTAe/BLHBIX OTPAcAAX 9TOT MoKa-
satenp npubAkaetca Kk 100 %, fAcHo, yTo Ha Taxoll NPOHSBOACTBEHHOM
Hase JOOMTLCT NPHEMIEMOTO YPOBHA Malep:kek MpocTe HepeaibHo. [lo-
ATOMY He cayvalHo GAHOM M3 BaxHeHUHIX 3aA44, pPeliaeMBIX TPeAnPH-
SITHSAMIT 34 CYeT HHBECTHIHOHHBIX IPOIPAMM, SIBJAETCS COKpAllleHie H3-
JepiHeK.

KoBpopckiii ropHo-o6oraTHTeIbHBIH KOMOUHAT BKIagpiBaet 92,3 Mun
pyGaeii B coxpallieHHe 3aTPaT 1ia TPAaHCTOPTHPOBKY MOPO, YTO, KaK Hafle-
H0TCA Ha IPeJNPUATHY, IACT 3HAUUTEbKBIT 3koHOMHYeCcKHH aduberT. Tak-
*e B Ka4eCTBe NpuMepa HHBECTHUR B CHIOKCHHE ¢efeCTOUMOCTI IPOU3-
BOAMMOH MPOAYKIHII MOXHO Ha3BaThb HHBECTHHMOHHYIO NIPOTPaAMMY MO
PEKOHCTPYKIMH TEPOH3BOACTBEHOH Oaswl npeanpraris <[ pauut-Kys-
HeyHoey, [Io MHEHHIO CTeNHANMCTOB, 3TOT [POEKT MO3BOJIUT CHH3HTH
cefecTouMocTs npoizBoacTBa Ha 15 %. B xopnopaumu «Maum [Manns 3a
cueT MogepHH3alKI TPOM3BOACTBA 1 BHEIPEHNA HOBBIX TeXIOOTHil npex-
[OJAraloT ZOGHTECH CHHKEHHA MOTpebIeHN IpeBeCHOro Chipbsi H XHMHKA-
ToB Ha 1 %, anextpoaneprii na 3 % u Tpyaosatpar Ha 5 %, B TeuenHe G-
JKaH UK IATH JIeT 3TO AACT COBOKYITHYIO 3K0HOMUI0 niopsifika 100150 maa
nosnapoB. Komnanua URSA Russia B paMkax Nporpammbl e CHHMKEHHIO
H3ePKeK HA TPOH3BOACTBEHHBIX THHHMIX 3aBOJIOB 3allJAHHPOBAMA VCTA-
HOBKY NpeccOBaJbHBIX arperaTog, UTC ACMKHO CYHlecCTBeHHO CHH3HTh Ha-
JepXKH CKAAJUPOBAHHS H TPAHCNOPTHPOBKM TOTOBON NPOYKIHH,

B ycaoBrAX MOCTOAHHOTC pocTa HeH Ha 9HeprHio H aHEepPTOHOCHTEH
MHOTHE TPeNTIPHATUS CTAPATCH YASHICBHTEL MPOHIBOACTBO 32 CHET pe-
aNM3AHH OporpaMM no sHeprocbepexennio, TakHX KOMNAHUWIT B HAIIEM
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oitpoce okasanock 48,3 %. Hanpumep, Ha IIpeANPUATHAX, BXOIALINX B KOP-
nopaiiio «Flaum [anns, peamisyercs mporpaMma Mo CHIKEHII0 HoTped-
JIeHWA cTopoHHell anepriy, Kak u3BecTHo, B Mpolecce AepeBofiepepaloTki
00pA3YIOTCSA OTXOBI, KOTOPBIE BIOIHE MOXKHO HCHONB30BATh KaK TOMJIM-
BO. YCTaHOBKA OTOIIHTENBHBIX KOTIOB A/ CAHIaHHA KOPbl H OIMJIOK Ha
Verh-HAnMCKOM TeCONPOMBIIUIEHHOM KOMILIEKCE TT03BOJTHAA ITOAHOCTHIO
OTKa3aThed OT 3aKYITOK TemaosHeprun. B Gamskaiiniee BpeMs Takoil ke Me-
Toa GyieT BHeApeH Ha KoMiekce B BpaTeke, 4yTh 1033Ke aBaNOrHUHBLe
yetaHoeklM noseaTed B Kotinace. Ha CaHkt-TlerepOyprcxkom kapToHHO-
no/rpapHueckoM KoMBHHaTE, TOMHOCTbIC obecnevnBaoweM ceba Ter-
J0BOI aHepruel, uaeT CTPOUTEAbCTE0 TYPOHHHOTO 384, YTo obecneyur
MpeATPHATHE ellle H cobCTBEHHOH aTekTposHeprueil. B ToT e pag MoxHo
MOCTABHTH TIPOEKT 110 YCTAHOBKE KhNaccH(bikaTopa Ha <«Jlukanesckom
CAMHO3EME», BXOAsEM B rpynfy «Mertanaypr». B peayastate ero pe-
aMH3aUH4 HE TOABKO BO3PACTET NPOH3BOANTEILHOCTH UEMEHTHOTO 3aBO-
Ia, 10 H cHH3HTeA Ha 30 % noTpebietie 3MeKTPOHEPTHH.

1.2. Render the article using the active vocabulary.

J. Translation

Translate the following passage into English using the active voca-
bulary.

CYWHOCTb M CTPYKTYPa H3ACPXEK NPOH3BOACTBE

[TpotisroacTBE AIOG0T0 TORAPa CONPSAKEHO ¢ ONpPeesIeHHbIMY 3aTpaTaMi
(113epakKaMu). 3aTparhl MATCPHAMLHDLIX PECYPCOB U JIEHEKHBIX CPe/ICTB,
KOTOpIle HeceT MTPOHIBOAHTENb HA TIPOHIBOACTBO NPOLY KIHH, HAa3bIBaOT-
¢5l H3AEeP KKAMH NPONIROACTEA,

[Tockonbky B pLHOYHOIH 3KOHOMMKE KOHEYHOI LIeJbks TPOH3BO,IHTENS
ABAACTCA [TOAYYEHNe HPUOBLIN, TO H3/IePoKKHM APOH3BO/CTBA KAK OJIHH U3
ee OrpaHHYIITeNEl BCer/la Haxo/IATCs ITO/1 €10 TIPHCTANIBHEIM BIHHMAITHEM.,

Creayer pa3inyath H3JepKKH IPOH3BOACTBA;

a) iIpAMble H KOCBeliHbIe;

6) BUEHIIHIE H BHYTPeHNIHe;

B) TIOCTOSHHBIE H MepeMer ble;

[) KPaTKOCPOUYHbIe H AOJIOCPOYHbIE,

K npambiM HaZiepkkaM NPOH3BOJCTBAa OTHOCSTCS Te 3aTPATbl M0 APO-
U3BOJCTBY HPO/IYKIIHH, KOTOPbIE HECET HENOC PEACTBEHHO MPOU3BOAHTEND.
B skoHOMKYeCKOH TeOPHH OHU NOJAYYMAH HazBakHe cebecTOMMOCTH.
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Ha npeanpusTuax, rie cyulecTByeT Hajim padovell CHUITbI, OHHM BRIIOMAIOT
CAeYIolHe BIEMEHTH
¢ CHIPBE, OCTIOBHBIE U BCTTOMOTATENBHBIE MATEPHANBI;
TONAHBO 1 IHEPTHIO;
aMOPTH3NUMKY;
3APIJIATY U OTUHCAEHITA HA COLHANBHOE CTPaXoRaNHe;
MPOYHE 3XTPATH,

KoceeiHpie pacxoas 110 TPOU3BOACTRY NPOAYKIHH HeceT rocyAapeTio,
OJAHNCTBOPAK e OOLIECTEO B NEeA0M. DTO pacxoinl Ha o6pasoralide, Me-
JAHITHHY, CIIOPT ((PHUHAHCHPYEMBIE 34 CYET roCyAapcTBa), cojepkaHniie ap-
MMM H OPraHOB NPABOMOPSIZIKA, YIipaBieHHe i Ap. Kak npapuio, 5TH pac-
XOZbl 0GECIEYHBAIOT NPON3BOACTRO paGouell CHAM HA KaueCTBEHHO HOBOI
OCHOBE H CO3Aal0T YCAOBMS AR HOPMaJAbHOTO (bYHKIHOHKPOBAHUS NpPO-
H3BogcTBa. (JCHOBHBIM HCTOYHITKOM HOTalI€HHS 3THX 3aTParT ABIASETCH
npubaBou b TPOAYKT, H3biMAEMbIH I'oc VAAPCTROM B BHJIE HAAOIOB H 0651-
3aTeNbHBIX BaaTeskeli, losTOMY B OCHOBe I1eH Ha TOBaphl H YC/AYFH JeXKHT
1ie ceBeCTOHMOCTD, 4 CTOMMOCTE, T. e. 001eCTBeH e 3aTPaTht Ha NPOH3-
BOJICTRO IPO;IYKITKIL

* o o+ @

K. Speech practice

K.1. Read the interview given to Business Week by Plantronics CEQ
Ken Kannappan,

K.2. Sum up pros and cons of not relocating production to a country
with ample cheap labour.

This Manufacturer Isn’t Moving to China

“Business Week”

While the whole North American manufacturing base seems to be pac-
king its bags for China, phone- and computer-headset manufacturer Plantro-
nics (PLT) is staying in North America. The Santa Cruz (Calif.) com-
pany — a leaderin the headset and cail-center equipment business — hasa
big production plant down in Tijuana, Mexico, right across the border from
San Diego. Like the U.S., Mexico has been hit hard by factory migrations
to China in search of cheaper labor costs. While Mexican factory workers
make a fraction of their U.S. counterparts, they make many times more
than Chinese do.

For, the math behind a move to China simply doesn’t add up. Many
employees at the Mexico plant, which is one of the highest-paying factori-
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es in the Tijuana region, have been working with Plantronics for decades.
Ken Kannappan, CEQ of Platronics says they carry key institutional
knowledge. And a highly skilled, loyal work force has given Plantronics
the ability to reduce costs in ways that likely would not be possible at
a Chinese contract manufacturer.

Business Week Technology Editor Alex Salkever recently discussed
these issues with Kannappan. Here are edited excerpts of their conversa-
tiom

Q: Why continue to do most of your production in North America? It's
unusual these days, isn’t it?

A: That’s right. We do the overwhelming majority of our revenue and
unit-volume production in the Plamex facility in Tijuana. We do make
a little bit of our consumer products in China.

For high-volume, single-model stuff, there are a lot of people who can do
it at a much lower cost in China. But for the quality levels we want, which
are truly extraordinary in terms of low defect levels, we feel we need to do
that closer to home. And for the type of widely varied product mix we're
trying to make in a single plant, there really isn’t anything comparable,

Q: Isn’t that a minority viewpoint these days?

A: I think that’s true. The labor costs are definitely lower in China. But
bear in mind our labor costs represent about 1.5 % of the revenues, so it's
not a huge amount. Most of our product costs come in materials, and we do
source most of the materials in China, where it’s cheaper. But in actual
finished production and labor involved, it’s a very small part of our ex-
penses.

€: Still, if you could get even cheaper labor in China and shave labor
costs even a little bit, wouldn't it be worth it?

A: There are a lot of counterarguments to using more labor in China.
You're talking 1.3 % of our costs in Mexico. Move it to China, and you
could cut it to 0.5 %. So you have a 1 % margin at stake, But there are
countervailing factors,

You've got atrfreight, which can be very pricey. Our plant is less than an
hour away from major domestic shipping facilities in the San Diego area,
and we can get everything out on a truck. The proximity also helps us keep

“cycle times low, so we can make sure we get our products on store shelves,
The big stores want less and less of a window between when they give an
order and when it appears on their shelves.

Then you've got product-defect rates. Even though we use a lot of the
same production procedures when we produce in China, in Mexico we ha-
ve a higher level of quality. We have employees who have worked for us for
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35 years, since we opened the plant. We have very low turnover. We have
a very knowledgeable group that can produce exceptional quality. That’s
hard to replicate elsewhere.

Q: So a stable workforce close by allows you to maintain quality and cut
costs more easily?

A: Yes. For example, we put a product-design team into our Mexico
facility because when I have those people in the plant, cost reduction beco-
mes very cool. One of the things they found was a way to use a plastic
screw in one of our products instead of a metal screw — which actually
turns out to be a better component because it is lighter weight. We actu-
ally saved some money on it.

Those are the kinds of things we want in place. If we were outsourcing
to China, those things wouldn't have come back to us to the same degree.
We wouldn't have the same level of innovation. In Mexico, we have alot of
people who really understand our products, in part because they have been
working with on them for some time,



Unit 3
Urgent Problems of Marketing

A. Preliminary discussion

1. Do vou know what marketing is?
2. How did marketing change in the 20th century?
3. What methods of merchandising do you know?

B. Pre-reading exercises

B.1. Skim the text and give its key idea.

B.2. Scan the text for the following information,

t. Why did marketing specialists — including middlemen and facilita-
tors develop?

2. What are marketing functions and who performs them?

3. When were chain stores organized?

4. How have methods of merchandising been changed?

C. Reading

C.1. Read the text and answer the questions.

1. What did the typical marketing setup use to be in America in the
19th century?

2, Why is there a little need for exchange goods in a subsistence-level

- economy?

3. What supersedes market places in England?

4. What should marketing begin with?

Evolution of Modern Marketing

Marketing, in economics, is that part of the process of production and
exchange that is concerned with the flow of goods and services from pro-
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ducer to consumer. In popular usage it is defi-
ned as the distribution and sale of goods, distri-
bution being understood in a broader sense
than the technical economic one, Marketing
includes the activities of all those engaged in
the transfer of goods from producer to consu-
mer — not only those who buy and sell directly,
wholesale and retail, but also those who develop, warehouse, transport,
insure, finance, or promote the product, or otherwise have a hand in the
process of transfer, In a modern capitalist economy, where nearly all pro-
duction is intended for a market, such activities are just as important as the
manufacture of the goods. It is estimated in the United States that appro-
ximately 50 % of the retail price paid for a commodity is made up of the
cost of marketing,

In a subsistence-level economy there is little need for exchange of go-
ods because the division of labor is at a rudimentary level: most people
produce the same or similar goods. Interregional exchange between dispa-
rate geographic areas depends on adequate means of transportation. Thus,
before the development of caravan travel and navigation, the exchange of
the products of one region for those of another was limited. The village
market or fair, the itinerant merchant or peddler, and the shop where cus-
tomers could have such goods as shoes and furniture made to order were
features of marketing in rural Europe. The general store superseded the
public market in England and was an institution of the American country
town.

In the United States in the 19th century the typical marketing setup
was one in which wholesalers assemnbled the products of various manufac-
turers or producers and sold them to jobbers and retailers. The indepen-
dent store, operated by its owner, was the chief retail marketing agency. In
the 20th century that system met stiff competition from chain stores, which
were organized for the mass distribution of goods and enjoyed the advan-
tages of large-scale operation, Today large chain stores dominate the field
of retail trade, The concurrent advent of the motor truck and paved
highway, making possible the prompt delivery of a variety of goods in large
quantities, still further modified marketing arrangement, and the prolife-
ration of the automobile has expanded the geographic area in which a con-
sumer can make retail purchases.

At all points of the modern marketing system people have formed asso-
ciations and eliminated various middlemen in order to achieve more effici-
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ent marketing. Manufacturers often maintain their own wholesale de-
partments and deal directly with retailers. Independent stores may opera-
te their own wholesale agencies to supply them with goods, Wholesale hou-
ses operate outlets for their wares, and farmers sell their products through
their own wholesale cooperatives. Recent years have seen the development
of wholesale clubs, which sell retail items to consumers who purchase mem-
berships that give them the privilege of shopping at wholesale prices. Com-
modity exchanges, such as those of grain and cotton, enable businesses to
buy and sell commeodities for both immediate and future delivery.
Methods of merchandising have also been changed to attract customers.
The one-price system, probably introduced (in 1841) by A. T. Stewart in
New York, saves sales clerks from haggling and promotes faith in the integ-
rity of the merchant. Advertising has created an international market for
maany items, especially trademarked and labeled goods, in 1999 more than
$ 308 billion was spent on advertising in the United States alone. The num-
ber of customers, especially for durable goods, has been greatly increased
by the practice of extending credit, particularly in the form of installment
buying and selling. Customers also buy through mail-order catalogs (much
expanded from the original catalog sales business of the late 1800s), by
placing orders to specialized “home-shopping” television channels, and
through on-line transactions (“e-commerce”} on the Internet.
There are many possible ways to satisfy the needs of target customers.
A product can have many different features and quality levels. Service le-
vels can be adjusted. The package can be of various sizes, colors, or materi-
als. The brand name and warranty can be changed. Various advertising
media — newspapers, magazines, radio, television, billboards — may be
used. A company’s own sales force or other sales specialists can be used.
Different prices can be charged. Price discount can be given, and so on.
Marketing should begin with potential customer needs — not with the
production process. Marketing should try to anticipate these needs. And
then marketing, rather than production, should determine what goods and
services are to be developed — including decisions about product design
and packaging; prices or fees; credit and collection policies; use of middle-
men; transporting and storing policies; advertising and sales policies; and,
after the sale, installation, warranty, and perhaps even disposal policies.
This does not mean that marketing should try to take over production,
accounting, and financial activities. Rather, it means that marketing — by
interpreting customers’ needs — should provide direction for these activi-
ties and try to coordinate them. After all, the purpose of a business or
nonprofit organization is to satisfy customer or client needs. It is not to
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supply goods and services that are convenient to produce and might sell or
be accepted free.
C.2. Decide whether these statements are True (T) or False (F).
1. Marketing includes the activities of all those engaged in the transfer
of goods from producer to consumer.
2, Interregional exchange between disparate geographic areas depends
on sufficient demand for goods.
3. In the 20th century independent stores could hardly compete with
chain stores, which were organized for the mass distribution of goods.
4, The simultaneous advent of the motor truck and paved highway, ma-
king possible the prompt delivery of a variety of goods in large quan-
tities, still further modified marketing arrangement, and increase in
number of the automobiles has expanded the geographic area in
which a consumer can make retail buying.
5. Marketing should begin with potential manufactures’ possibility and
production process. At the same time marketing should try to antici-
pate consumers’ needs.

1 D. Yocabulary

D.1. Read and learn new words.

subsistence (n} — a small amount of money ar food that is just eno-
ugh to survive

rudimentary (adj) — at the simplest level

interregional {adj) — having connection among regians

itinerant merchant — a merchant habitually traveling froem place to
place

peddler (n) — a person who tries to sell (esp. dangerous or illegal
drugs) by going from place to place

supersede (v} — to take the place of something (usually something
older)

wholesaler {n) — a businessman who sells goods in large gquantiti-
es, (esp. to shopkeepers)

jobber (n} — a dealer buying stocks and shares

retailer (1} — someone who sells things to the public in smali guan-
tities

concurrent { adj} — existing or happening at the same time

advent {n) — the arrival or coming of an important event, peried,
invention, etc,
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proliferation {n} — a rapid increase or spreading

middleman (n) — a person who buys goods from producer, and
sells to shopkeeper or directly to user

ware {(n) — a small article for sale

cooperative (n) — a firm, farm, shop, etc. that is owned and run by

all the people who work in it
enable {v) — to make able, give the power, means, or right to do

something
merchandising(n) — the way in which goods are arranged and pla-
cedin a store
haggling (adj) — arguing, esp. in an attempt to fix a price
trademark(n) — a name, sign, or design used on a product to show

it is made by a particular company

durable goods — expensive products that consumers do not regu-
larly or often buy, for example refrigerators, televisions, etc,

integrity (n) — strength and firmness of character or principle; ho-
nesty

installment buying — a way of buying something by making small,
regular payments over an agreed period of time

on-line transaction — a payment or a business deal over the In-

ternet

warranty {n) — a written promise that a company gives to a custo-
met, stating that it will repair or replace a product they have bought if it
breaks during a certain period of time

D.2. Give English equivalents to the following words and expressions:
¢ MOKYIIKA B KpealT;

¢ TOBaphl AJIUTEABHOTO MOAL3OBAHNS,

+ TOProBaTLCs H3-3a LCHE;

+ BBITECHSTD;

¢ BO3NMKIIOBeHHe, H30OpeTeHuHE;
4 PO3HHYHBIN TOProBElL;
4 pacapocTpaHenne;
¢ CcoBMafaionnii;

¢ CpeJCTBa K CYLICCTBOBAHHIO;
¢ JeMEHTAPHLIA, TPUMUTUBHBIN;
+ YVJHYHLIH TOProRellL
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D.3. Choose an appropriate word or expression from the box to
complete the following sentences.

subsistence rudiment advent concurrent
cooperative enable merchandizing  haggle
trademarks durable goods warranty peddling
1. Ford offers a 12-month basic ... on all car parts.
2. Their road-building equipment is fairly ...
3. She was sent to prison for ... .
4. They do not have access to sufficient land for... .
5. He is serving two ... prison sentences.
6. We decided tosetupa ...
7. For the third year in a row, analysts say that Morgans is the best in
the industry for creative ... .
8. The company used names similar to well-known ... to sell cheap imi-
tations.
9. People are much better informed since the ... of television.
10. The fali in the value of the pound will ... us to export more goods.
11, It is the custom to ... in British and American shops,
12, Orders to factories for ... ... which include machinery, household

appliances, cars and other 1terns designed to last at least three years,
fell to $ 123.27 billion last month,

D.4, Give synonyms for the italicized words in each sentence below,
or briefly explain their meaning.

1.

The one-price system, probably introduced (in 1841) by A. T. Ste-
wart in New York, saves sales clerks from haggling and promotes fa-
ith in the integrity of the merchant.

. Customers also buy through mail-order catalogs (much expanded

from the original catalog sales business of the late 1800s), by placing
orders to specialized “home-shopping” television channels, and thro-
ugh on-line transactions (“e-commerce”) on the Internet.

. Wholesale houses operate outlets for their wares, and farmers sell the-

ir products through their own wholesale cooperatives.

. At all points of the modern marketing system people have formed as-

sociations and eliminated various middlemen in order to achieve more
efficient marketing.
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E. Make a summary of the text

Use the active vocabulary.

# F. Grammar notes

The Passive

§ 1. The passive: general information. Active voice and passive voice.

In the active, the subject of the verb is the person or thing doing the
action: John cooked the food last night.

In the passive, the action is done to the subject: The food was cooked
last night.

The passive occurs very commonly in English: it is not merely an alter-
native to the active, but has its own distinctive uses.

§ 2. Forms of the passive. Passives can be formed in the following ways:

+ ‘to be' + past participle: The food is/has been/will be cooked. The

food is /was being cooked,;

+ modal + ‘to be/to have been’ + past participle: The food may be/

- have been cooked:;

+ infinitive: ‘to be/to have been’ + past participle active; The food is

to be/was to have been cooked;

+ -ing form: ‘being/having been’ + past participle: Being/Having be-

en cooked...

§ 3. Transitive and intransitive verbs,

The passive occurs only with verbs used transitively, that is, verbs that
can be followed by an object.

There are verbs that can be used transitively or intransitively: The door
opened (perhaps by itself), The door was opened (perhaps by someone).

§ 4. Uses of the passive,

4.1. The passive voice is a very versatile construction. It is particularly
useful when the performer of the action is unknown or irrelevant to the
matter at hand. Thus you might write in a memo Qffice mail is now delive-
red twice ¢ day where what is important is the frequency of mail delivery,
not the identity of the people working in the mailroom.

You can also use the passive voice to conceal the performer of an action
or the identity of a person responsible for a mistake: We kad hoped to report
on this problem but the datq was inadvertently deleted from our files, Who
deleted the data? By using the passive voice the writer is able to avoid iden-
tifying the guilty party, This virtue of obscuring responsibility is in part
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what makes the passive voice so tempting to anvone working in an organi-
zation where something has gone wrong. Since the occasions for avoiding
responsibility are multitudinous, passive verbs are bound to thrive for at
least in the foreseeable future.

Surprisingly enough, you can also use the passive voice to emphasize the
performer of the action by putting the performer in a prepositionat phrase
using by at the end of the sentence: The breakthrough was achieved by
Burlingame and Evans, two researchers in the university's genetic engine-
ering lab. In this way the passive voice functions like a well-run awards
ceremony. [t creates suspense by delaying the announcement of the names,

4.2. You may sometimes find it desirable to conjoin a passive verb form
with a passive infinitive, as in “The building is scheduled to be demolished
next week” and “The piece was originally intended to be played on the
harpsichord.” These sentences are perfectly acceptable. But it’s easy for
things to go wrong in these double passive constructions. They sometimes
end in ambiguity: An independent review of the proposal was requested to
be made by the committee. In this sentence, is the committee making the
request or doing the review? What is worse, double passives often sound
ungrammatical,

4.3. The Passive is used in factual writing, particularly in describing
procedures or processes, academic writing and official letters where we of-
ten wish to omit the agent, and use passive.

E. g.: Nuclear waste will still be radioactive even after 20, 000 years, so it
must be disposed of very carefully. It can be stored as a liquid in stainless-
steel containers which are enclosed in concrete. The most dangerous nuclear
waste can be turned info glass. It is planned to store this glass in deep un-
derground mines.

4.4. Verbs that can be followed by either object + object or object + pre-
positional object in active clauses can have two corresponding passive forms,
The passive form you choose depends on which is more appropriate in
a particular context. Compare:

Active: Passive:
» she handed me the plate; * [ was handed the plate;
* she handed the plate to me. + the plate was handed to me.

Other verbs like ‘to hand’ are give, lend, offer, promise, sell, teli,

throw.
However, verbs that can't be followed by object + object in the active

have only ane of these passive forms:
¢+ hedescribed-me-thesitaation; *  Forasdescribed-thesituation;
+ he described the situation to me. * the situation was described to me.
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Other verbs like this include demonstrate, explain, introduce, menti-
on, report, suggest.

F.1. Identify all the passive forms in the text “Evolution of Modern
Marketing” and translate the sentences into Russian.

F.2. Write the correct words in the blanks to convert each sentence
from passive to active voice.

1. The company’s tax liability is reduced by a bond received from the

foreign government. — The foreign government ... .

2. Under the Code, a foreign tax is defined as any tax imposed by a fore-
ign country or US possession. — ... a foreign tax as any tax ....

3. The land improvements were made by the foreign subsidiary control-
led by Atkins, Ltd. — The foreign subsidiary ... .

4. Coronda, Ltd. is not owned by a foreign corporation. — A foreign cor-
poratioit ... .

F.3. Rewrite these sentences beginning with (The) + a noun formed
from the italicized verb and a passive verb. Choose an appropriate verb
tense and make any necessary changes. Which variant sounds more for-
mal?

1. They will consider the issue at next week’s meeting. The consideration

will be given to the issue at next week’s meeting.
. They eventually permitted the site to be used for the festival.
. They have transferred the money to my bank account.
. They will present the trophy after the speeches,
. They will not announce the findings until next week.
. Thev demolished the building in only two days.

7. They will produce the new car in a purpose-build factory.

F.4. If possible, make a corresponding passive sentence. If it is not
possible, write “No passive.”

., The committee called on Paula to explain her reasons for the propo-
sed changes. — Paula was called on to explain her reasons for the pro-
posed changes, ’

2. 1 got down most of what he said in his lecture, — Most of what he said
in his lecture ... '

3. When I was young my aunt and uncle looked after me. — When [ was
youngl ...

4. The surgeons operated on him for nearly 12 hours, — He ...

5. Sandra let out a scream and collapsed to the floor. — A scream ...

Wk L N

=
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6. Hugh takes after Edward — they're both very well organized. — Ed-
ward ...,
7. All his relatives approved of his decision. — His decision ...

G. Speak up

G.1. Answer the following questjons,

1. How important is marketing for a firm and for the whole economy?

2. Marketing is not an event, but process. How long does the process

last?

(.2, Discussion topics.

Read the list of concepts of the marketing process. Rearrange them
in accordance with their importance,

+ Marketing is more than selling and advertising.

+ Pinpointing consumers’ need.

¢ Predicting demand.

+ Establishing distribution systems,

¢ Calculating price.

¢ Developing communication campaigns.

¢ Gauging competition.

H. Reading the English newspaper

H.1. Read the article and do the exercises.

Rebranding HealthScuth?

Sherri C. Goodman, “Birmingham News”

HealthSouth Corp. founder and ousted CEO Richard Scrushy once bo-
asted he wanted the Birmingham-based corporation to become the MeDo-
nald’s of health care and he spent millions to make that happen.

From golf shirts, pens, coffee mugs and gym bags to eminent scholar
chairs, flashy traveling productions, radio programs and even television
shows, the name and the logo were everywhere,

Now, the moniker is seemingly everywhere once again, but for different
reasons; a headline-grabbing accounting fraud investigation complete with
allegations of phony profits, exttavagant spending, intimidation and insi-
der trading.

Branding experts agree the scandal has damaged the HealthSouth na-
me, but they believe it can recover, and, apparently so does the company’s
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new management. HealthSouth has no immediate plans to change the na-
me, said spokesman Andy Brimmer,

Instead, the company plans to focus on preserving and rebuilding the
value of the name.

“The brand can survive, but several things need to be done to ensure
that happens,” said Clay Timon, CEQ of San Francisco-based branding
consultancy firm Landor Associates.

“Among other things, the company needs to employ a public-relations
firm with crisis management expertise and work to understand what ma-
kes HealthSouth worthwhile to its customers,” Timon said.

“Brands are relatively strong. This is a relatively new brand, but in he-
alth care, a brand lives and dies on the quality of services a customer beli-
eves lie gets. If quality remains high, then the brand can easily remain whe-
re it is,” Timon said.

Jim Johnson, chief executive of New York-based branding consultancy
firm Enterprise 1G, said the perception of the care given by HealthSouth
has not been compromised by the accounting scandal. '

“The problems are in financial governance, not in performing health du-
ties. That would be a fatal flaw. This is a financial governance issue and
people will separate that out,” he said.

One of the biggest challenges, though, will be the close association bet-
ween Scrushy and HealthSouth.

“It is hard to separate Richard Scrushy, the person, from HealthSouth,
the company,” said Robert Holmes, the University of Alabama at Bir-
mingham's business school dean.

“But it’s been a powerful brand and it would make sense to retain the
name, [f you can get beyond the Richard Scrushy part of it, it will probably
be fine.”

Scrushy’s goal when he founded HealthSouth was to build a recogni-
zable chain of standardized rebabilitation and out-patient surgery centers.
Once the company went public and was considered a success, the com-
pany’s branding efforts expanded beyond advertisements, sponsorships and
logos on clothing and office gear.

In 1995, the company recruited sports celebrities such as Bo Jackson,
Rowdy Gaines and Tom Glavine to take part in a roadshow meant to teach
children about athletic preparation and training. HealthSouth spent at le-
ast § 5.6 million to produce the flashy “Go for It!” show, which included
thumping music, laser lights, a boy band and a girl group. One of the com-
pany's customers, Travelers Group Inc., committed another $ 5 million
from 1996 to 2001 for the production.
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In 1996, Scrushy said HealthSouth was pursuing joint ventures to put
the company's name and logo on athletic footwear and sports beverages.
Neither panned out.

In 2001, the company created a television game show based on the ro-
adshow. Scrushy then hired former child actor Jason Hervey to oversee
the company’s entertainment and marketing operations. Another televisi-
on series and a joint venture with Sony followed.

Scrushy and Hervey also co-hosted a couple of radio shows one on He-
althSouth related topics and one on the entertainment industry, which was
recently canceled.

Broad or Unfocused?

Scrushy, who canned the “Go for [t!” campaign in February to save mo-
ney, saw the entertainment projects as a way to broaden HealthSouth’s
brand and build new business.

Current management sees it as “unfocused activity” drawing away from
the core business. The company canceled the HealthSouth radio show and
placed Hervey on administrative leave.

“Anything in the entertaininent realm has been discontinued,” Interim
Chairman Joe! Gordon said. As part of its effort to rebuild the brand’s cre-
dibility, the new management removed all traces of Scrushy from corpora-
te headquarters and the company Web site.

Posters promoting HealthSouth’s new slogan, “The Many Faces of He-
althSouth,” will replace placards bearing Scrushy’s corporate message,
“Pulling the Wagon,” in facilities throughout the system, Brimmer said,

The company has also announced plans to sell some of the aircraft, ve-
hicles and tractor-trailers acquired while Scrushy headed the company.
Meanwhile, the board of directors adopted corporate governance guideli-
nes aimed at increasing its independence from the company. And the com-
pany pledged that payments to physicians, employees and suppliers will
not be interrupted.

“Perception is very important to this company at this point,” Gordon
said. He added: “The future image of the company will certainly be less
arrogant than in the past.”

The Wall Street Journal has reported that some of the company’s sur-
gery partners are considering severing ties to HealthSouth. Timon, howe-
ver, said he doubted the perception of the HealthSouth name will negati-
vely impact centers around the country.

“Customers may be more tuned in with the local doctors they're dealing
with,” he said.
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Sticking Together

At least one of HealthSouth's surgery partners gave the company a vo-
te of confidence last week. A day after the SEC investigation was announ-
ced on March 19, the doctors at HealthSouth Qutpatient Care Surgery
Center in Birmingham had voted to remove HealthSouth’s name from the
exterior of its building, worried the association might hurt business and
drag down the center. But last week, the doctors reversed their decision,
opting to stick it out with HealthSouth, said ear specialist Dr. Dennis Pap-
pas Jr.

“Originally we did not know how patients and others would perceive
the events,” he said. “But the public in this area at least has been sophisti-
cated enough to realize it was individuals on the corporate side that have
damaged the company severely.”

“The patients also recognize the level of care has not changed,” he said.

“We haven't seen the concern or damage we expected,” Pappas said.

H.2. Answer the following questions.

1. Why did the HealthSouth need re-branding?

2. What needs to be done to keep the brand?

3. What conditions mnust be met so that a health care brand be a suc-

cess?

4. What was Scrushy’s goal when he founded HealthSouth? How did

marketing help him reach this goal?

5. What does HealthSouth’s news slogan imply? How did it match com-

pany’s re-branding strategy?

H.3. Match up the words and definitions:

1} logo; a) to act host of a party, friendly meeting, TV show, ete.;
2} expertise; b) a group that travels around the country giving public

performances for the puspose of entertainment,
advertising, etc.;

3) rehabilitation; ¢) a person who goes to a hospital for treatment while
continuing to live at home; '

4) out-patient; d) making a person able to live a healthy, useful, or active
life again, esp. after being ill, in prison, etc.;

5) to go public; e) special skills or knowledge in an area of work or stud;

6) road show; fy a design or way of writing its name that a company or

organization uses as its official sign on its products,
advertising, etc;

7) to compromise; g) to become known to all or to many;

8) to host. h) to put into dishonorable position, bring shame to.



Unit 3. Urgent Problems of Marketing 1]

H.4. Read the article once more, find the sentences containing passi-
ves and translate them into Russian,

H.5. Make up the outline of the article and then render it.

. Reading the Russian newspaper
I.1. Read the article, find key sentences and translate them into English.

MoKynareAb BCeraa npas
Enenn Hunseoa, «Ixcnepms

Camble LeHHbIe BpeHAbI MAKCHMAABHO OPHEHTMPOBaHbl Ha noTpebureas

Crmcor 100 peaymx 6peHA0B, ONYOIUKOBAHHHI SKOHOMHYECKKM
xypHaionm Business Week B nionte npomiaoro roga, 1okaaslBaet, 4ro ina-
HOOMBIIMM VCIEXoM MONb3YIOTCA OpeHIbl, MAKCHMAIBHO OPHEHTHPOBRI-
HBIE HA KJIHEHTOB,

[To MHEHHIO cneuHa A uCTOB, yenex GpeliioB, KOTOphle, HECMOTPA Ha TS-
SKeJbIH (DAHAHCORBIN rod, 06YCTOBAEHHKI FKOHOMHYECKHM KPH3HCOM,
CYMEJIH YAEPHKATH JTNAUPYIOIIHE TOSHITNH, 0GBACHIIM, HPEkKIe BCETO, TEM,
uto oI Ho/ee, YeM KOrAa-anbo, CKOHHeHTPHPOBATNCE Ha TOTPebHOCTAX
TIOKyTaTeneil,

EsxeronHulit pefiTHRT MUPOBEIX GpeH0B roTOBNT KoMNaniia Interbrand,
MUPOBOH JitAep B 061acTH OPeHAMITOBOre KOHCAATHHrA. 3a OCHOBY Oe-
peTcs pacyer A0Xo/0B, KOTopbie, Kak OKHAAETC, MOXKET NPUHECTH GpeHs
B HAacTogIItee BpeMs H B Oyayiiem, B peittuur sxoasat 100 naubonee ensix
rnoGaabublX Gpenaos ¢ NoKazatedeM JOX0A0B, Mpekbimaloniim $ 1 mapn.
Bpets BROUPAIOTCS MO IBYM KPUTEPHSIM; BO-IEPBHIX, OHH A0XKHEL GEITh
CI0OAMBIBLIMH W IIPHHOCHTH CYHIECTBEHHLIE JOXO/B] HA OCHOBHBIX r100ah-
UBIX pblllKax. Bo-BTOpEIX, TOKHO CYIECTBOBATD AOCTATOUHOE KOJIHYECTBO
OTKPBITHX MapKeTHHIOBHIX M (PMHAHCOBLIX JAHHBIX A pacyeTa olieHKH
Openga, IToT MeTON GBI BIEPBLIE TPHMEHEH KOMMaHuelt emte 14 set Ha-
3ag. C Tex nop Ha ero ocoBe 6110 oueneno Gonee 3000 6penaos. Meton
HIHPOKO NPH3HAH B AEJ0BOM COOOLIECTRE, B TOM UNCAEe HANOTOBRIMH Op-
ralnaMu, ayauTopamMi, poHAOBBIMII GupkaMu, GaHKAMM H KOHCAJATHHTOBSI-
MH KOMNAHHAMU.

B nep1ose! XpH3HCOB MMeHHO GpeH;Ibl, OpHeHTHPOBAHHEIE Ha ToTpebuTe-
Jeit, 0BBIUHO NOKA3BIBAIOT JYUUIHEe Pe3VAbTaThl, TAK Kak OHH TeCHO CBs3a-
HBI ¢ YIOBJIETBOPEHHEM exeAHEBHBIX noTpeGrocTeit mionei. Y 2002 roa e
ctan ucknienuem. Coca-Cola coxpanina cBolo NMIHPYIOHIYIO TTO3HLMID
W Rake npufiasuna 1 %. Xopoummit peayabTar vy Nivea, LeHHOCTH Gpenna
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KoTopoli NoBEICHAACE Ha 16 %. 3a rog Nivea yBe/aHuHIA CROIO JOAI0 PhIH-
Ka, pacUIHPHB ACCOPTUMEHT 34 CUET HOBBX TPOIYKTOB, KOTOpPble, KaK U
npexkne, GBITK OPHEHTHPOBAHE! KA KayeCTBEHHOE YIOBJIETBOpeHMe TOT-
peGrocreil norpebuteneit. Yenewno gebornposana koMuanug Caterpil-
lar, cpaay saHsaB 79-10 ctpoxy B pefitunre. Pura Kandton, npenceaarens
Interbrand, Tak npoxommentnposasa 310: «M Nivea, n Caterpillar aas-
IOTCA MpeKpacHBIMY IIPHMEPaMH YCITeUTHOTO pacliipen s Gperia, mpHaeM
B cavuae ¢ Nivea peyub HieT o paciiupeiHu BHYTPH AaHHOI KaTeTOPHH, a B
cayyae ¢ Caterpillar — 3a cueT Bxoxk/ieHus B COBepLIEHHO HOBYIO KaTero-
puio. Caterpillar noBblcHsa UeHHOCTh OpeHIa, 3aKII0YAst yCIlelHBe JH-
LEH3NOHHBIE KOHTPAKTH TOJABKO ¢ TEMH MPOH3BOAMTEIAMY, KOTOpbIe Dbec-
MEYHBAIOT COXPAHEHHE OCHOBHBIX XapakTepHcTHK 6perza. TakuM obpazom
AOCTHTAETCA CTAGHARHOCTD U TOCE0BATEABHOCTE B 00ecIeyeHUM Kave-
CTBEHHOTO OOCIYKUBAHMA MOTpebuTeNeis.

Cpeny ApYTHX yCTeWHEX OpeHAOE CTOMT OTMETHThL Samsung, KOTOpHIil
Hobuacs yBeauuenua uennocty Gpenga na 30 % — ¢ $ 6.4 mopa g 2001 1.
a0 $ 8,3 mapa B 2002, M aTto HecMOTpA Ha TSOKEAYIO CHTYAILMIO HA PBIH-
Kax TeJAeKOMMYHHKali, GHTOBOH 2AeKTPOHUKKH H NIOAYIIPOBOAHHKOB,
KOTopbie DO7bIIe APYTUX MOCTPAAati oT Kpusuca. IIpuMevaTensho, yto
nokasarteJu KOHKYpupyionnix 6pernos Nokia n Ericsson cliuziniuces Ha
14 n 49 % coorBeTcTBeHHO, 4 AT&T notepsana 30 %, BHIGHIE U3 mepBoil
AecSITKH.

Cpexan OpeHAOB pblHKa BRICOKHX TexHosoruit euiaensercs Dell, koro-
poMmy yaanoch npHSaButh 12 %. Ero koHKYpEHT Ha KOMNBIOTEPHOM PhIHKe
6pena Compaq notepan 21 %. Bropoii koMnanHel Wa pelHKe BBICOKHX
TeXHOJIOrHH, eHHOCTh OpeHAa KOTOPOH YBeaW4HIach, CTajla HeMelKad
SAP — npupoct cocrarun 7 %.

KoMMeHTHpYS wWarH, npeANpHHATHE KOMUAHHAMHA AAs yBeaHYeHHA
LeHHOCTH GpeHaoB B Taxenoi obcraHoBke Kpuakca, S u JInnnemand,
VIIPaBNAIOWHUE ANpeKTOp Mo olleHKe Gpenaok B Interbrand, ckazan: «B ka-
TeropHH Heakhe peHUNPOBANHBIX GPeHAOB KOMIIAHHA Samsung AOCTHIAA
DosblNMX YCIIeX0B B CO3IAHHH AH3alHA CBoeik npoAyKUHU M BaanMmoaeii-
¢TBHH ¢ oTpedurensmu. A Dell Bceraa npeacrarasina cobolf pekpacHslii
TpHMep UHTErpaliy cTpaTerdit paspuTHs OpeHna W 6uadeca. BaxHoil
cocTapAsOUel ux 6peHza Beeraa GuiMa OPHEHTALHA Ha BRICOKOKIACCHO®
obenyKUBaHHe TOTpebUTeNel, H HX OU3Hec-MOJeNb CTPYKTY PHPORAHA Ta-
KHM 06pa3oM, YTOGH AOCTABUTH OTH YCIYTH NOTpeliTenios.

3aMectuTenb peiakropa Business Week Iskeppu Kepmyy nobasun:
«XoT4 PbIHOK peKIaMbl #1 MAPKETHHTA 328 NOCAeAHUI Iojl CY3HJACH, Mbl BU-
JIMM, 9TO Te Gpenjbl, KOTOpPLle HA TepBOe MeCTO MOCTABMJIN HHTePech
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norpebuTels, cTpos cBoil HH3HEC BOKPYT 3TOTO, OBIAH BO3HATPAKALHLE 32
CBOM YCHJIRA yBeTHYeHHeM HeHHocTH Hperaa, Starbucks, koTophlii Bppoc
Ha 12 % 3a mocAeAHM# rofl, IBAAETCA KNACCUMECKHM NtpuMepoM OpeHia,
Yenex KOTOpOro OCHOBLIBAETCA Ha YAOBAETBOPEHHH TIoTpebHocTel Kunen-
ToB. C Apyroit ctoponbl, Takue Gperant, kak Ford 1 Merrill Lyneh, koTo-
phie noTepaan 32 1 25 % cooTBETCTBEHHO, — 3TO NPHMEpsl ODEHIOB, KOTO-
pEIe YTPATIUIH OPHEHTALMIO HA FIOTPeOHTEN >,

[To cnoBam Duau Munnuraua, aupexropa Interbrand, «Bo Bpems pe-
LHECCHH MOTPeOUTCIN MpeibABAAINT 0cofeHHO BoMbHINe TpeOCBAHNA K TO-
MY, UTO OHHM TTOJIYUAIOT, HCMOAL3YA TOT HAM HHOH GpeHa. HeyanButeabHo
NO3TOMY, 1T0 OPeHAbL, KOTOPbIE AO0HBAKOTCA AYIUIHX NOKazaTeaeH 1 HMe-
HOT CAMYIO BLICOKYIO LIEHHOCTD, — 3TO Te, KOTOPbe TOCAe0BATENBHO KOH-
LEeNTPHPYIOTCA Ha HHHOBALIMSIX M KAYeCTBEHHOM OOCIY:KMBAHHH AOTpE-
BuTenei».

1.2, Render the article using the active vocabulary.

J. Translation

Translate the following passage into English.

BHYTD@HHMII BpeHAMHT
CTOMT AM TRCTMPOBATL NPOAYKLMIO Ha CBOKX COTPYAHMKAxX?

HesaBucisisle MapKeTONOTH YTBEPK/IQIOT, YTO MPOAYKIIIIO KOMITAaHWH
Hesb3d TeCTUPOBATh Ha ee COTPYAHHKAX — OHH He MOTYT OTHOCHTBCH K CBO-
eMy MPOAYKTY 00bekTHBHO. QJIHAKO HEKOTOPHIE, JakKe HOraThie KOMIMAIIHH
HPOJIOKAIOT HCMOAB30BATH 3TOT IPHEM, KOTOPBH, 10 YTBEP:KAEHHIO AfleT-
TOB BHYTPEHHETO OBPEHIRNTA, MO3ROAAET IKOHOMHTH JIEHBIH H HORBILIAET
JOSIBHOCTE COTPYIHHKOB.

VInoro MHeHHs NpHAePKHBAIOTCS HE3ARHCHMBIE MADKETHITOBBIE ATEHT-
cTBa. «COTPYAHUKOR KOMIAHMH HeAb3d 1poellMpOBATL Ha LeJeBYIo rpyn-
my. 3TO BCe paBHO 4TO s OyAY CUPAIMURATE ¥ CBOHX COTPYAHKKOB, KYNAT
JAV OHH ¥ HAC KOHCANTHHTOBBIE YCAYTH» — TOROPHT IIPECEAATENR COBETA
RMpeKTOpoB areHTCTBA «A2Z marketings Awuapeii Cracs. Ha caiite Gpen-
AHHToBoro areHTCTBa «CTyans “T'Bosap”» HanlcaHo: «Ins Toro urobsl
IPOTECTHPOBATL PA3padOTAHHBIE HAMH HA3BAHIE WIH rPadMKy TOPTOROH
MAapKH, KIHEHT NPkt Rallefl MOMOLH NPoBOJNT QOKYC-TPYINL Cpent cBo-
X coTpyaHukoB». Ho aupektop arentctia Anna Kopuunosa nogchser,
4TO BCE 3TO — PE3YNbTAT SKOHOMUH 3aKa3uHKOM cpeacTs. «Eciau nossons-
eT GIo/IKeT, TO, KOHEUHO, HAJC 3aKa3bIBaTh HE3aBHCHMY10 (oKyC-Tpyumy,
H JKeJIATENBHG JIasKe He OHY », — TOBOPHT OHA,
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2 K. Case study

Case 1. Examples of Rebranding

The multinational company P&G was required to reformulate Lightdrink
after a 30 % drop in sales following comments from the Food Commission
over the effect of the brand on children's health and criticism that the pro-
duct was packaged to look like a fruit juice.

To overcome the difficuity the company is trying a Rebranding stra-

tegy, which includes the following measures:

+ P&G has signed up a pop group for a £ 2 m summer promotion for
fruit drink brand Lightdrink. The partnership with the group is the
cornerstone of a £ 12 m Lightdrink re-launch;

+ buyers who save eight labels from Lightdrink products will be able to
send them in exchange for an exclusive compact disk;

+ the promotion will be supported by a TV advertising campaign;

+ the package is to be re-designed.

Case 2. Coca-Cola to Rebrand “Diet” Fizzy Drinks

Coca-Cola in the UK is poised to change the brand names of Diet Fanta
and Diet Dr. Pepper to Fanta Light and Dr. Pepper Light.

The company is also launching a Fanta Icy Lemon Light variant in the
UK before the end of the year, which observers believe could be the
springboard for the change.

The re-branding is designed to bring Coca-Cola’s UK product range in
line with branding across the rest of Europe. However, Diet Coke is expec-
ted to retain its name as significant money has been invested in establis-
hing the brand since its UK launch in 1983.

Coca-Cola spent more than £ 4 m on Diet Coke in the year to June 2002
(Source: Nielsen Media Research). The brand is called Coca-Cola Light in
France, Belgium and other European countries. Coca-Cola brands Lilt and
Sprite already have “light”-branded variants in the UK.

A sales promotion was launched for the Diet Coke brand in August fe-
aturing an instant-win, top prize of £ 100,000, All Diet Coke bottles are
coloured silver for the campaign and it has been supported with outdoor
and press advertising.

K.1. After reading the cases form two groups of marketing analysts.
Brainstorm other measures aimed at successful re-branding for each
company. Then meet as one group and select some of the best suggesti-
ons for further activity.



Unit 4

Economic Development and Cultural
Diversities

A. Preliminary discussion

1. What British, American, German, Japanese, etc. traditions in econo-
mic performance surprised you the most when you first came to these
countries? Be specific.

2. Do foreign businessmen “stick out” in Russia? Describe their behavi-
or. What is the stereotype of the American {British, German, Japane-
se, etc.) businessmen?

3. What stereotype do the foreign businessmen have of Russian ones?
Can you bring into comparison foreign and Russian businessmen,
their behavior and attitude to business?

B. Pre-reading exercises

B.1. Before reading the text, look at the title. What do you think the
text is about? Choose the best answer:
1) culture influence on economic efficiency;
2) reflection of culture effect on individual behaviour in collective out-
comes; '
3) Casson’s culture theory.
B.2. Skim the text to check your answers,

C. Reading

C.1. Read the text and decide whether these statements are True (T)
or False (F).
1. The economic productivity and dynamism of the group is reflected in
better financial outcomes or in higher growth rates,
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2. Culture does not influence or determine the economic and social ob-
jectives,

3. Casson considers that economic analysis can make progress in iden-
tifying the influences that culture has on economic perfermance and
in quantitying their effects.

4. Such factors as religion, family attitudes, patterns of cooperation ha-
ve shaped the public and corporate institutions of the European co-
untries,

5. A means of bringing economic and cultural concerns together is to
return to the minor notion of value creation.

Culture in Economic Performance

D, Throsby

If we accept the broadly based definition of culture — that culture can
be seen as a set of values, beliefs, traditions, customs, etc. which serve to
identify and bind a group together — then it is not difficult to propose that
culture wil] affect the way individuals in the group think and act, and will
also have asignificant effect on the way the group as a whole behaves. Such
a proposition can be put forward for a small group such as a corporation,
where the group identity is built around a corporate spirit, or for a large
group such as a nation, where shared values may include religious beliefs,
social customs, inherited traditions and so on.

In either case, an economic version of this proposition might be phrased
in terms of the ways in which the group’s identity and values shape indi-
viduals’ preference patterns, and hence their economic behaviour.

It is then possible to suggest that culture may effect economic outcomes
for the group in three broad directions. First, culture will perhaps affect
economic efficiency via the promotion of shared values within the group
which condition the ways in which the group’s members undertake the
economic processes of production.

For example, if these cultural values are conducive to more effective de-
cision-making, to more rapid and varied innovation and to more adaptive

behaviour in dealing with change, the economic
productivity and dynamism of the group will
eventually be reflected in better financial out-
comes (in the case of the corporate enterprise)
£ orin higher growth rates (in the case of the eco-
nomy).
Secondly, culture may affect equity — for
example, by inculcating shared moral principles
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of concern for others and hence encouraging the establishment of mecha-
nisms by which that concern can be expressed. In the case of society as a
whole, one significant aspect of this might be seen in intergenerational eq-
uity, if a moral obligation to provide for future generations is an accepted
cultural value, In general, the effect of culture on equity will be seen in
resource allocation decisions of the group directed at achieving equitable
outcomes for its members.

Thirdly, culture may be seen as influencing or even as determining the
economic and social objectives that the group decides to pursue. At the
small group level, say that of the individual firm, the corporate culture may
be one of concern and care for employees and their working conditions,
and these values may mitigate the importance of profit-seeking or other
economic goals in the firm's objectives. At the societal level, cultural val-
ues may be entirely in tune with the pursuit of material progress, enabling
criteria of macroeconomic achievement to be used to distinguish ‘suc-
cessful’ from ‘unsuccessiul’ societies. The culture of other societies, on the
other hand, may be such as to temper the pursuit of material reward in
favour of non-material goals relating to various qualities of life, thus affec-
ting the pace and direction of economic growth; in such cases the criterta
defining ‘successful’ and ‘unsuccessful’ will be different from the former
case,

By these three avenues, the effect of culture on individual behaviour
will be reflected in collective outcomes.

Thus, for example, at an aggregate ievel, we might observe the influence
of culture on macroeconomic outcomes in terms of efficiency indicators
such as the rate of growth of per capita GDP, rates of technological change,
employment levels, rates and directions of structurat change and so on,
and in terms of equity indicators such as patterns of income distribution,
social welfare programmes (especially care for the aged and sick), the
supply of community services and (reflecting concern for intergenerati-
onal equity) the willingness to undertake long-tern: public investment
programmes which may not be of much direct benefit to the present gene-
ration, How far has econoinics come in viewing econoinic performance as
being mediated by cultural infleences along the lines sketched out above?
Mark Casson has suggested that:

“Economics is making progress in coming to terms with culture. Just
a few years ago an economic theorist would typically claim that culture
simply does not matter so far as economic performance is concerned;
everything that matters is explained by prices ~- real prices in external mar-
kets and shadow prices in internal ones. Today the theorist is more likely
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to admit that culture matters, but to argue that it is something that econo-
mics cannot, or should not, attempt to explain.”

Casson goes on to argue that such defeatism is unwarranted, and that
indeed economic analysis can make progress in identifving the influences
that culture has on economic performance and in quantifyving their effects.
His own work attempts to specify cultural variables that affect interfirm
relations such as cooperation and competition, and interfirm relations such
as organisational behaviour, and to postulate their effects on economic out-
comes in different cultural settings.

Nevertheless scepticism among economists still persists, especially at the
macroeconomic level where there remains considerable speculation as to
whether and to what extent cultural factors have played a role in determi-
ning economic performance in different countries, For example, the sour-
ces of post-war growth in Japan, and more recently in South Korea, Ta-
twan, Hong Kong and Singapore, have heen widely contested.

It is undeniable that economic factors in these countries have contribu-
ted significantly to their rapid growth, including stable macroeconomic
management (“getting the tundamentals right”), promotion of competiti-
on, strong export orientation, pressure for “catch-up” technological chan-
ge, investment in human capital and so on. Even so there is disagreement
among economists as to how far targeted industrial policies and strategic
government interventions, which have been markedly contrary to the pre-
cepts of neo-classical orthodoxy, have been influential in promoting acce-
lerated economic performance, Yet underlying all this, a more fundamen-
tal and pervasive role is proposed, which certain cultural principles, derived
to asignificant extent from Confucianism, have helped to create the condi-
tions for economic success, These factors include concern for the welfare
and mutual esteem of the group, an achievement-oriented work ethic, re-
gard for the importance of the family, a belie{ in the need for education, a
respect for hierarchy and authority and so on. Looking specifically at the
Japanese case, we can observe that such factors as religion, family attitu-
des, patterns of cooperation within a culturally homogeneous society and
so on, have shaped the public and corporate institutions of Japan and the
manner of their operation; only in this way can the cultural foundations of
Japanese society be seen to have permeated all aspects of Japanese econo-
mic life.

Within such a broadly based development framework we can suggest, as
before, that a means of bringing economic and cultural concerns together
is to return to the basic notion of value creation, where the generation of
both economic and cultural values can be discerned as ontcomes of a deve-
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lopment process which balances the desire for material goods and services
with the deeper needs and aspirations of human beings for cultural recog-
nition, expression and fulfillment.

“® D. Yocabulary

D.1. Read and learn active vocabulary,

shared values — common cultural wealth

undertake (v} — to accept that you are responsible for a piece of
work and start to do it

conducive (adj) — helping (an especially desirable result} to happen

inculcating (adj) — fixing in the mind of (someone)

equity (n) — a here is the situation when nobody has an unfair ad-
vantage

mitigate (v} — to lessen the seriousness of evil, harm, pain, etc.

to be in tune with — in agreement or sympathy

defeatism (n) — the practice of thinking or talking in a way that
shows an expectation of being unsuccessful

unwarranted (adj} — unwelcome and done without good reason

postulate (v) — to suggest something as being likely or as a base
for further reasoning, even though it has not been proved

pervasive (adj) — wide-spread

esteem (v) — to respect and admire greatly

permeate (v} — 1o spread or pass through or into every part of
athing, place, elc.

discern{v} — to see, notice or understand something only after ca-
refull thinking

D.2. Match up each word on the left with a word on the right. Then
use five of the expressions to write about economic development and
cultural diversities:

1} wvaried; a)y level;

2) shared; b} prices;

3) financial; c) settings;
4) intergenerational; d) esteem;

5) aggregate; €) innovation;
6) shadow; fy rates;

7)1 cultural; £) outcomes;
8) mutual; h} defeatism;
9y unwarranted; i) wvalues;

10) growth. J) equity.
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D.3. Find an appropriate word from the list below to complete each
sentence.

inherited income bind (someone) together
put forward economic variables special promotion
undeniabie precepts

1. The industry agreement ... companies ... to reduce the prices.

2. The UK accountancy bodies .., ... the idea of a European accounting
standards body.

. Problems he ... from his predecessor led to the bank’s later troubles.

. They live beyond their ...

. The Japanese are subject to the same ... ... as everybody else.

6. It is ... that she is the best person for the job.

7. A ....in January produced a spectacular rise in profits,

8. Just follow these few basic ... and you won’t go far wrong in business,

|1 BN L

E. Comprehension

Read the text again more thoroughly and answer the questions.

. What is culture?

. What proposition can be put forward for a corporation?

. What broad directions may culture affect?

. How will the effect of culture be reflected?

. What has Mark Casson suggested in relation to economics and cui-
ture?

L s R R

# F. Grammar notes

Modat Verbs: Can (Could), May (Might), Must (Have to), Be to,
Should

These modal verbs except for ‘have to’ and ‘be to’ take no-s in the third
person singular. In questions they come before the subject and have ‘not’
after them in negations. Modal verbs are followed by an infinitive without
to except for *have to’ and ‘be to’.

Modal verbs are used to express — ability, possibility, probability, ob-
ligation, permission, advice.

‘Can’ — modal verb ‘can (cannot)’ is used to describe ability, opportu-
nity, permission, request, possibility /impossibility.
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E. g.: As the radical critique of contemporary economics has argued that
some soit of economics cannot be value-free, so also can it be suggested that
economics as an intellectual endeavour cannot be culture-free.

To describe a future ability “wiil be able to’ is used but not ‘can’.

E. g Cultural relationships will be able to exist within an economic envi-
ronment.

‘Be able /unable to’ is used when ‘can/could’ is grammatically impos-
sible.

E. g.: ‘Cultural materialism’ was able to have a clear counterpart in eco-
nomics, especially in ‘old’ school of institutional econamics.

You cannot use ‘be able to* with passive constructions.

E. g.. Cultural interactions among members of the group can be modelled
as transactions or exchanges of symbolic or material goods within an econo-
mizing framework,

‘Could’ expresses ability in the past. This verb is more usual than ‘was
able to’.

E. g.: Culture could in some circumstances become a contested phenome-
non rather than an area of agreement and harmony.

You can use ‘could/might have’ + past participle to describe a past
ability, which was not used or a past opportunity which wasn’t taken.

E. g.: Jt could /might be suggested that a definition of culture which re-
lies on identifying distinguishing characteristics of groups might be seen fo
parallel a notion of such groups as societies or as social units within a society.

‘Can/Could’ is translated into Russian as soxcem 6oims, 802340%cH0, MO,
ete. (affirmative form); neyxceau, we Mowmem Gotmo, umobui, etc, (doubt in
the interrogative and negative forms).

‘Must + Present Infinitive’ in the affirmative and interrogative senten-
ces expresses the necessity, obligation, duty, advice and order, The negati-
ve form mustn’t (must not) usually expresses prohibition (one must not),
in other words, it is opposite in meaning to the verb may. Lack of the neces-
sity is expressed by the verb needn’t (need not).

‘Must’ only relates to Present Tense in some cases to Future Tense.

E. g.: Every businessman must understand a language well enough for the
purpose of trade.

For expressing obligation in the Past (must + Present Perfect and ha-
ve to) and Future ‘have to’ + Present Infinitive are used in the necessary
forms,

E. g.: He had to take a taxi o get to the airport on time. That must have
been the right restaurant. There are no other restaurants in the street. We will
have to go to the supermarket tomorrow,
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‘Must’ is stronger than ‘have to’ and shows urgency and importance.

‘Must’ is translated into Russian as doawcen (obligation), dorycno v,
eeposmno, no eceli seposmuocmu, ete. (in the affirmative form and in the
function of supposition with a great share of assurance,

‘Have to’ is used when the necessity comes from outside the speaker or
when other people decide for the speaker what it is necessary to do.

E. g.: Media consumption groupings across the continent have to dif fermar-
kedly from many of the other consumer behaviour traits across the continent,

‘Have to’ is translated into Russian as npuuirocs, npudemcs, npuxodum-
¢, npedcmoun.

‘Be to + infinitive’ expresses the idea that someone else demands so-
mething.

E. g: The effect of the considerations is not so much to undermine or
replace the concept of cutlture,

‘Be to + infinitive’ is translated into Russian as domicen.

‘May’ and ‘Might’ sometimes have virtually the same meaning; they are
used to tatk about possibilities in the past, present or future. (‘Could’ is
also sometimes used). ‘May’ is sometimes a little bit ‘more sure”; whereas
might expresses inore doubt.

*May’ and ‘might’ are used in the following cases,

Talking about the present or future with uncertainty.

E. g.: The impact of culture on the thinking of economists may (might)
go further, because the cultural values they inherit or learn have a profo-
und influence on their perception.

Talking about the past with uncertainty.

E.g.: He may have been upset. I couldn’t really tell if he was annoyed or
tired. '

Both verbs can also sometimes be used for talking about permission,
but usvally only in formal situations.

E. g: Businessmen may penetrate the bare surface of cultural difference
otherwise they will never understand what motivates their foreign busi-
ness partners,

‘May’: talking about things that can happen in certain situations.

E. g The efforts may capture some of the characteristics of culture in an
abstract economy.

‘Might’: saying that somet hing was possible, but did not actually happen,

E. g.: The fact that economic agents live, breath and make decisions within
a cultural environment might have been observable,

‘May’ and ‘might’ are translated into Russian as moxcem Goums, 603-
MONCHO.
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‘Should’; giving advice.

E. g.: “The book should give foreign audiences an idea of how American
negotiators think and act,” said the presenter (present). She showld have
eaten low fat foods. That might have prevented her heart attack (past).

Obligation: weak form of ‘must’.

The cultural context of economics as a discipline should relate not only
to the conditioning of its practitioners but also to the methodology of its
discourse,

‘Should’ is translated into Russian as caedyem, caedosato Oot, HywHcHo, He
Metaro 6o, doaxen (6ot ).

F.1. Identify all the modal verbs in the text “Culture in economic per-
formance” and translate the sentences into Russian.

F.2. Complete the text with the correct modal verbs.

Understanding Culture

“New Straits Times” (Malaysia)

Culture as a point of difference ... never more ... ... challenged than in
times of conflict.

At a time when Australia as a member of the “Coalition of Willing” is at
war in Iraq, cultural difference ... ... particularly testing Muslim and non-
Muslim Australians.

Religion ... inform a big part of culture, And as one participant at a Mel-
bourne seminar on inter-religious dialogue observed, antipathy towards
Muslir society ... ... happened over a long period of time in Australia.

Much of this ... ... grown out of ignorance, For many, this ignorance ...
... given rise to fear after the September 11 destruction of the New York
World Trade Center, and the antipathy ... ... taken hostile proportions in
the aftermath of the war against terrorism.

And the war in Irag, for all the assurances to the contrary, ... ... seen by
many as representing a clash of civilisations.

The climate ... present a challenge to community groups working in
cross-cultural, inter-religious and mutlti-faith dialogue.

In benign times, understanding of culture seldoin ... rise above the “festi-
val,” Culture is celebrated in differences of language, dress, food, music,
song and dance.

In times of conflict, more challenging aspects of dilference ... surface,
And as the war rages in lraq, the cross-cultural commuanity in Australia
works to deal with the chailenges. The youth and the school ... be necessary
starting points.
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Attitudes to Australia’s involvement in Iraq is a point of contention ac-
ross the political spectrum.

Psychologists for the Promotion of World Peace, an interest group of
the Australian Psychological Society, commissioned a report to ... help te-
achers and parents deal with children’s reaction to war.

The visit has come more out of inter-religious dialogue than the psycho-
logists’ report, but the goal ... be in harmony. It ... ... expose the young to
broader experiences.

The visit ... ... come out of contacts Trotter made in the course of a con-
ference on inter-religious dialogue.

F.3. Translate the text from Russian into English paying attention to
the modal verbs.

eBedomocmus

lepsmadcrkas kosmmaiusg Metro C&C navuama npogapath poccHickHe
TOBaPHI G CD()CTBEHHHM 6p€‘1'IH,OM Aro. B MOCKOBCKHX Mara3mHax KoM-
TIAHHH YK€ MOMKHO KY1IWTL pocchiickie HpLIH3y, MalioHea 11 sfia Aro.
Mporpasisa JonxkHa 6LITs BBITOAHS 00eHM cToponaM: Metro, BOSMOKHO,
CHUBHT 3aKYIOYHBIE IteHBI, a TOCTABNIHKI YRENHUAT 00beMBl MPOAK.

O naanax 110 NPoJAKe TOBAPOB POCCHICKHX MOCTARIIMKOB NMOJ cof-
cTeeHEIMI Opeagaru Metro C&C, B ToM uncae M 3a IpaHHIc, cTato
H3BECTHO OCEHBIC NPOULIOro rofa. B HeCKOTbKHX BOCTOUHOEBpoNelickix
cTpanax Metro y:ke cMoraa BHeApUTL CXoxue Nporpamybl. Ho Berope, kak
pacckazasia «BefoMocTaM» Ipecc-ceKpeTapb pocc HICKOTo Nopasae e HHs
Metro r-a Beaora, MOxkHO OyZeT KYNHTE XKOpMa A1 ¢o6aK i Koltek (pup-
Mol «Kponas (ITeTepbypr), dosbry «CasHekoil dONbEH> H XA0MbS Mpei-
npuaTus «Colosnnmenposs (Yenqgburck), A BOT KpaboBBIe ITATOYKIT 11
kpatosoe Msico « POK-1» (ITerep6ypr) nomumo Pocciin 6yayr npoaasari-
cs B Yexun, Caopakun, Boarapun, Pymeinnu v [Toanue,

ITo caoBam Bedopoil, HeKoTopble POCCHIACKUE TOBaphl CleJ0Ba0 Obi
npofasath ¥ noa Gpedaon «Metro Qualitys. Gemosa rosopur, uto poc-
cuiickue ToBapsl, KOTOphe HPOAAIOTCA Mo ocobeiM (private) aeiibaoM
KOMItaliiy, JOBKHbI BRIOHPATLCA B pe3yJIbTATe MPOBEAEHHS CNeNHAALHO-
ro ayauTa. IlpHopHTeT ciegyeT OTAABATH KOMNIAHWAM, KOTOPbIe CNOCOGHEI
ObICTPO HAPALIMBATS 06 beMbI TPOUIBONICTEA, T. €. MOCTIEBATD 33 POCTOM Cd-
moft Metro C&C.

Iporpamaia MoxeT HurTh BHITOAHA 0OEHM CTOPOHAM, O UeM TOBOPAT U He-
MellkHe TOProBILL, 11 poccuiickite noctasmnku; Metro mpocHT CHU3BHTH
3aKYIOYHBIE [IEHDI, HO ﬂpDPI3Bﬂ,Ill‘]TE.?I['I YBCJIHUMBAOT 061)(’,‘1\{ bl peaTH3allHH.

OQnHaKo AUPEKTOP NO MAapKeTHHIY KOMIaHuM «JauHap-6poittep» Ba-
NeHTHH KophlNaeR cYMTaeT, YTO /1aleK0 He BCeM IOCTABIIMKAM CIeyeT
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TOPTOBaTh NOI YYKHUMH GpenaaMi. <« ToBap noj ocobuM AeiibiIoM JoMkeH
ObITh 2100 OueH b NeleBLIM, G0 ero HeoOXO MO 3AKYIIATE 110 04eHD HHM3-
KHM LieHaM, 2 HaM 3T0 He Hao, — [oBopHT oH. — Hac yetpansaer obbeM,
KOTOpHill y Hac ecTh B Metro ceiidac. 1 HaM Hy:KHO yXOIHTh B HHILY Tipe-
MHYM, a HE CHUXKATL UeHbl». Toproseiil oM «Pycan Caanckada <onoras,
KaK pacckasan HegaBHo «BefoMoctam» ero renaupektop Haps Tuxomu-
POB, H TaK HOCTABAAET CBOIO MPOAYKUMIO 3a pyGex, a Metro geiasercs JTunib
OHHM H3 BO3MOAHBLX IKCIOPTHEIX KAHANOB.

F.4. Additional grammar material,

Compound Nouns

In English, words, particularly adjectives and nouns, are combined in-
to compound structures in a variety of ways. And once they are formed,
they — sometimes inetamorphose over time. A common pattern is that two
words — fire fly, say — will be joined by a hyphen for a time — fire-fly —
and then be joined into one word — firefly. In this respect, a language like
German, in which words are happily and immediately linked one to the
other, might seem to have an advantage, There is only one sure way to
know how to spell compounds in English: use an authoritative dictionary.

There are three forms of compound words:

+ the closed form, in which the words are melded together, such as fi-
reflv, secondhand, softball, childlike, redhead, keyboard, makeup, no-
tebook;

+ the hyphenated form, such as daughter-in-law, master-at-arms, over-
the-counter, six-pack, six-year-old, mass-produced;

+ and the open form, such as post office, real estate, middle class, full
moon, half sister, attorney general.

With a handful of exceptions, compounds created by the addition of
a prefix are not hyphenated:
antercom, antisacial, binomial, biochemistry, coordinate, counterclockwi-
se, extraordinary, infrastructure, interrelated, intramural, macroeconomics,
metaphysical, microeconomics, midtown, minibike, multicultural, neoroman-
tic, nonviolent, overanxious, postwar, preconference, pseudointelliectual, reu-
nify, semiconductor, socioeconomic, subpar, supertanker, transatlantic, un-
natural, underdeveloped.
F.3. Match up the compounds correctly and give English definitions:
1} 2-year; a) vacation;
2) one-week; b) education;
3) African; c) force;
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4) bull’s; d) tournament;
5) data; e} general;

6) blue-green; f) pressure;

7) attorney; g) dress;

8) blood; hy -eye:

9) all-city; i) American;
10) half; j} database;
11} first-rate; k) -in-law;
12y daughter; 1) sister;
13y ¢x; m} person;
i4) English-speaking; n) -wife;
15y grand, o) accommodations;
16} grant; m foot;

17) high-level; q) mother;
18) Italian-American; r) -in-aid;

19)  lifes 5) officials;
20y light; t)  club;

21) mayor; u} like:

22) sales; v] year:

23) seccretary; w) -elect;

24) stock; X) -treasurer;
25y vice; ¥) person,
26) well-made; z) broker;

27y worldwide; aa) president;

28) air; bb) clothes;
29) ball, cc) inflation.

G. Discussion

The text “Culture in economic performance” mentions that culture
may affect equity. What other phenomena can culture affect in your

opinion?

H. Make a summary of the text

Use the active vocabulary.

l. Reading the English newspaper

I.1. Read the newspaper article and decide what the do’s and the
don’ts for business communication of foreign partners are.
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You Are Talking to Me

“New Straits Times” (Malaysia )

I speak French, you speak Swabhili, they speak Mongolian. We do busi-
ness together in Bolivia. A simple enough proposition, but in practice an
endeavour as fraught with traps for the unwary as negotiating the sale of
camels to camel-producing countries.

One might understand a language well enough for the purpose of trade:
for example, signing a partnership with a local distributor to market one’s
brand in a foreign market. Language is a simple matter; it obeys fixed rules
of grammar and syntax not unlike one’s own. When one stumbles, transla-
tors come to help.

All might appear to proceed smoothly, but when that distributor farts
sonorously, repeatedly, during dinner with one's titled bosses — while the
grin of pleasure spreads slowly across his innocent face — docs one mutter
automatically. The technical revolution in communications promised a gre-
at deal, but delivered precious little, The free exchange of ideas, unencum-
bered by ideological restrictions (like Soviet Communism) should have
brought the world closer; instead it has driven communities so far apart
that today clashes of civilizations appear inevitable.

The problem: however advanced our technology might become, no logi-
cal machine will ever displace the quintessentially irrational, emotional
Human Factor, One day we might ourselves come to resemble machines,
but until then the diversity of human culture will always have the upper
hand. Multinationals ignore this fact at their peril.

“People of every culture think their way of doing things makes the most
sense; it's the only way they know how to act,” says Sheida Hodge, a direc-
tor of Berlitz International, an organisation specialising in communicating
between cultures. Mrs Hodge, 58, is a fine example of a suecessful interna-
tional businesswoman: born in Tran, she immigrated at {8 to the US and
joined the General Electric Company, where she was responsible for deve-
loping overseas business. She later built her own import company and seld
it to a Brazilian manufacturer.

“Business misuaderstandings aren't usually the result of a conscious fe-
eling of cultural superiority,” she says. “Very often we might observe scru-
pulously such surtace differences as etiquette, but fail altogether to compre-
hend why another person’s way of deing things is so foreign to our own.”
Foremost among the differences that affect international business negoti-
ations are the two contrary approaches to making decisions. “Western bu-
siness standards are specifically task-oriented and thus rely greatly on the
individual’s apprehension of facts and figures,” says Hodge.
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“Asian business cultures on the other hand emphasise the importance of
maintaining long-term reiationships. Facts and figures, they think, imight
change tomorrow, but it is the strength of the relationship that enables
business partners to weather such changes.” Westerners (Americans in par-
ticular, who are accustomed o forthright and competitive negotiation)
might find the Asian approach slow, prevaricating, even dishonest. Asians
often find their Western counterparts rude, perhaps ignorant, certainly dif-
ficult to comprehend.

“In the case of multinational corporations, cultural differences might
exist even within one’s own ranks. American head office executives should,
for example, avoid evaluating employees in a foreign division by the same
standards they apply at home, especially when American cultural values
are alien there.” This might appear obvious to the armchair management
consultant, but judging by the number of spectacular failures in internati-
onal commerce recently, the obvious will keep escaping our notice if we
persist in believing that our own standards are the only true guides to action.

It is to help breach the cultural divide that Hodge has written Global
Smarts — a concise, regularly amusing collection of pithy observations gle-
aned from decades of frontline negotiating in countries as diverse as China
and Brazil, as well as from corporate training programmes she designed for
outbound expatriate workers,

Directed primarily at an American audience, the book nonetheless inclu-
des a large and varied selection of revealing opinions from non- American
business people. Her analyses are general enough also to be applicable in a
wide range of situations with which the modern multinational (including
the Malaysian onc) might find itself grappling with.,

“Besides, the book gives foreign audiences an idea of how American ne-
gotiators think and act,” she adds.

Topics include culture shock (and its cost to companies in terms of lost
talent and failed projects), how women executives should approach the chal-
lenge of an overseas posting, as well as anecdotal advice on how to deal with
individual cultures (the Chinese idea of “lucky numbers,” for example).

Central to her arguments, however, and running constantly throughout
the book is a deep yet thoroughly accessible comparative analysis of mo-
dern culture — especially where it intersects with business practices — and
the psychological motivations underlying differences across the negoti-
ating table and expatriate communities,

Hodge says: “I get this often: All people are the same. I'll be nice to them,
but T'll tell them what I think. They can take it or leave it.” That is pro-
bably the worst attitude one can have when geing abroad.



Unit 4. Economic Development and Cultural Diversities 79

“If we don't try to penetrate the bare surface of culturat difference then
we will never understand what motivates our foreign business partners.
Also this negative cast of mind makes us more receptive to the cumulative
effects of culture shock.” Likewise the coinmon practice of setting up ex-
patriate enclaves; while providing a small degree of comfort against the
unfamiliar, enclaves increase the rate of little ditferences building up grad-
ually — unnoticed until they reach an irrevocable point of crisis,

“If only people try to see each other in complementary terms and un-
derstand one another’s position — imagine the creativity and synergy that
might result,” Hodge adds, An admirable sentiment in these dark times.

1.2. Memory Test.

After reading the article about cultural differences of business partners,
test your memory.

1. Why should everyone understand a foreign language?

2. What did the technical revolution in communications promise?

And why?

3. Do you agree with Hodge’s opinion “Business misunderstandings aren’t

usually the result of a conscious fecling of cultural superiority”?

4. How do the Asian and Western businessmen cooperate?

1.3. Vocabulary.

Give the definitions of the following words and phrases as they are
used in the text:

+ endeavour;
unwary;
unencumbered;
clashes of civilizations;
resemble;
at one’s peril;
glean;
grapple;
intersect;
cumulative;

synergy.

* e

J. Reading the Russian article
J.1. Read the Russian article and translate the italicized words,
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3anaAHbIH MOAXOA B BOCTOMHBIX CTPaHax: NMPM BEACHHH
NEePerosopoB B HaATHICKMX FOCYAAPCTBAX HEOBXOAMMO BbiTh
TEPACAMBbBIM U CKPOMHbIM

Cneyuansuntil koppecnondenm, «Bedomocmiis

C axonomuveckoti mouxy apenua, GanTHicKHe TocyAapcTBa — JCTOHUA,
Jlateua u JIuTea — nnTepecHble 1 pasBuThie pertonsl. [Tpexore yem 06-
pamumpest K PasiniiAM B CTHSX AeJOBDBIX NePETOBOPOR, IPHUATHIX B 9TUX
rocyaapcTBax, fasaliTe cHavana MOTOROPHM O TOM, UTO HX 0ObelHiseT.

flo cpasueninio co ceonmi cocensimMu, Poceneit v Benopyccneit, rocyap-
cTBaM BaJTHKH ¢BOHCTBEN OTYETIINBO «3anajiHbHi»> CTHAD.

YpoBeHb 00pa3oBaHHA BEICOK, HHPPACTPYKTYpa PasBHTA TOCTATOYHO
XOpOoI1Io. F.TIDéa.TIhHhIe H3MeHeHHA — WHTEPHET, JJeKTROHHAA [TOYTA], 3MeK-
TPOHHAST KOMAMEDLHA H MOOHJBHLIC TeAe(DOHBL — HATOHCUTU OMNEHAMOK Ha
AH3HDb pErHOHA.

Bcee, 0 uem noifijieT pedb B 3Tolt CTATHE, OMHOCUMCA, 8 REPSYIO OYepeds,
¥ 6H3HeCMEHaM CTApIIETO TOKOAeHHA. MOToRBIe NpeATPHHUMATENH, YiKe
nosay4yisntye Ha 3alage crenenb MBA wau el nonobuyio, — Takue xu-
BYT, B OCHOBHOM, B SOABUIHX IOpoIaX — KAK MPABUIO, 6edym Nepezosoput
B MEXK/(YHAPOHOM CTINE.

OTrpoMHOe 3aHaueH1le UMEIOT XOPOUIHE Omuowetst Mex oy Jerosoimu
napmuepaMu,

YacTo OpTalH3YIOTCH dcmpedu gHe CIMOAA Nepe2osopoa — B pecTopanax,
d HHoOraa Hn gomMa. TPHHHHHOHHO 60.J'II:|LIIOE 3HageHHe [MpHAACTCA TOCTAM.
HethIﬁ TOCT NPpOH3HOCHT XO3AHH, 2 TOCT Hf.'OﬁXOﬂ,HMO ﬂle"OTOB}‘ITh
Jocmoiinbtil omeen.

Ckopee Bcero, Baliln Jen0Bbie TapTHEPH U3 GanTHRCKHUX TocyAapeTB Oy-
YT secmu cebs ocmopoxcro. B nepByo ouepesib, OHH MOCTAPAIOTCS COZAATH
XOpOIUHe OTHOILEHHT H TONBKC JIOTOM cocpeaomonamm 1a camoil caeﬁxe‘
Fcay sam YIacTCA 3agoesdamb pacnoioNeHue napmuiepd, Bbl 6yaeme 803~
Hazpa:m:aeﬂbt aOﬁZOCpOQRbIMu ae;mee:wu OMHOWEHTLAMY.

YRpaMcTso [ HEKOTOPHL Hedocmamox 2uéxocnit BO BPEMS Meperono-
poB CACAVET BOCTIPHUHUMATD CHOKOﬁHO, TepNeaqHBO H [TIOCAENOBATEABHO, HO
11 Mochie NeperoBGPoB Bbl MOSKETE BRIDASKATL JIHYHBIE CHMIIATHH.

B cHaY ¢BOETO COBETCKOTO NPOILLTOTo GOABUINHCTRO OaTTHICKIX GU3HeC-
MEHOB ¢ HOHSMHOU noi)o:apummbﬂocmwo OMHOCAMCA K G1ACITMAM. Ho:—n‘omy.
CCAIY BaM NOHAJOOUMCA USMENUITD YCAOBUA KOHMPAKMA RO JOPUOUECKUM
ocHogarRuAM HIH O ﬂpl-l‘II»IHHM; CBH3AHHBIM C llEiJ!CTBleIllHMH HOPDMATHEA-
MU, BBl AGTKHEL 0YeHB YETKO OOBACHITS, B YeM Jeno. HecMoTpa Ha Heno-
60Bb NpUGANTOB K BIOPOKPATHH, BAXKHBIE TOTOBOPEHHOCTH, KOTOPHIX BaM
YAACTCH AOCTHTHYTh B [TpOllecce NMeperoBOpOB, ciedyem uxcupoeans
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¢ nucemennoi popme — miGo B BUAE YCAOBHI KOHTPaKTa, J1b0 6 sude Me-
MOPAHOYMA O HAMEPEHUAN.

Baiu MecTHbIE HTapTHEP MOMKET HOATHCA TOTO, YTO €10 TOTOBHOCTb RO
xd komnpoMuce OyIeT BOCIPHIATA KaK caabocts. [loatoMy, YToGH A0-
BECTH IIEpPEroBOpPLI 1O KOHLA, h'aaO Sprl{HmbCR mepnertu&u. Ecsn Bel XOTIHTE,
yTOOBI BAll RAPMHED NOULLA HA YeMynKiL, BAM [TPHAETCS SICHO AaTh MOHATD,
4TO Bbl TOTOBK NNOHTH Ha omeemunie ycmynku. ViMeeT cMBICSH BKNIQYHTE B
MEXCIM HePHOB020 GaPUAHM 60?060;)0 onpeueﬂenﬂble YCAOBHA, OT KOTO-
PhIX MOXKHO DYEET OTKA3aThCA B IIpOLECcCe IePeroBOpoB.

Mesxay Tpems npudOanTHHCKHMH CTPaHAMM, Pa3yMeeTcs, ecThb onpeie-
JIEHHLIE pa3:1{-1tum. '

CaMoli ckalianHanckolf cTpaHoli 13 Beex TpeX ARAseTCA IcTonns. [lepe-
TOBOPD) € &€ [[PEICTABHTEIAMH MPOXOIAIT CIIOKOIHO, clepicanno W cKpoM-
Ho. Muorue ICTOHUB ABNAIOTCH «MATKHMH HHIHBRAYAJNCTAMH >, B naua-
Jie TIeperoROPOR Balll BCTOHCKUIT TApTHED, CKopee Beero, OyieT TOBOPHT
MAIKO, Oll 6yllEET npeyMeNbiiams (,066??188.'1!1{&!8 aocmzmceuux 1 [IOKAaXET
cedhsa OTAHYHDBIM CAYLIATeTeM.

HyHKTya.ﬂbHOCTb OuUcHb BaXKHa TaK #e, KakKk H rpaMoOTHOE RAcCIHCaHTie.
lMpeseHTalHH AOMKHDLI OBITE MUAMEAbHO 3ACOKYMEHMUPOEaHb, 3AeCh
METOANYHOCTE BaXKHER APKROTO OONIEH,

J.2. Render the Russian article after making up the outline.

2 K Speakup

K.1. Interview.
Use these questions as a guide to interview your partner. Add questi-

ons of your own.

1. What is your attitude to the problem of the mass expansion of Russi-
an top-managers to the foreign countries? Try to explain this fact,

2. Can we assert that in 1970s the Russians were full of fear and opera-
ted under an ideological press? Have they got this feature now? Does
it hinder our businessmen now?

3. Do you think businessmen from different countries working in one
company can always work well together with their partners despite
their cultural differences?

4. How can the non-verbal communication influence business partners’
relations?

K.2. Case Study.
Read the article and do the exercises.
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The Other Customs Barrier. Cultural Research Avoids Business
Blunder

Margaret Kammeyer, “Export America”

Discovering cultural differences in business practices should be an in-
tegral part of conducting market research for new opportunities. Whether
you are a new exporter or are exporting but looking for new markets, cul-
tural factors play a verv important role in determining the success of the
venture. As markets open and the demand for American goods abroad
increases, challenges beyond the traditional details of exporting now face
firms doing business abroad.

Doing business with international clients requires more than just an un-
derstanding of the myriad of international rules and regulations. A tack of
knowledge about a customer’s culture can lead to misunderstanding,
frustration, potential embarrassment and even loss of business. As David
A. Ricks writes in Blunders in International Business, “Cultural differen-
ces are the most significant and troublesome variables... the failure of ma-
nagers to fully comprehend these disparities has led to most international
business blunders.”

Savvy exporters are now not only expected to be famihar with country
marketing reports but should also conduct research on their clients’ cultu-
re and regional etiguette when preparing to enter new markets,

The building of successful business relationships is a vital part of any
venture, and such relationships rely heavily on an understanding of each
partner's expectations and intentions. Export representatives will want to
ensure that they make the best impression on potential clients, This means
that in addition to understanding preconceived notions about American
business practices, it is also important for the international representative
to have at least a basic familiarity with the customs and practices of the
country in which the company is considering conducting business, Gift
giving, proper forms of address, appropriate dress, entertainment, holidays,
business hours and sense of time, are just some cultural differences of which
to be aware. Mastering international business etiquette and understanding
foreign customs is imperative for success in exporting.

Each culture has its own idiosyncrasies when it comes to social business
relations and successful marketing strategies — what applies in one country
often does not apply in another. Strategies that thrive in Japan will most
likely fail in Hong Kong; therefore, not only is it important for new to ex-
port companies to be aware of the ramifications of cultural differences but
also for already successful exporters contemplating expansion into new
markets.
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Some Interesting Cultural Observations

+ In the People’s Republic of China, don't write notes using red ink.
This suggests that the writer will die soon. Avoid using the number
four at all costs because this, too, signifies death,

¢ In India, the significance of a business arrangement is often determi-
ned by the amount of time spent in negotiations.

¢ In Thailand, it is considered offensive to show the sole of the shoe or
foot to another. Thercfore, it is necessary to take care when crossing
your legs.

+ In Saudi Arabia, the law prohibits the wearing of neck jewelry by
men, and westerners have been arrested for neglecting to observe this
rule,

+ In Argentina, do not be offended if your business associate arrives 30
to 40 minutes late to a meeting.

¢ In Costa Rica, if you are invited for dinner to a home, bring flowers,
chocolates, scotch or wine. Do not bring calla lilies; they are associ-
ated with funerals,

¢ In Germany, first names are reserved for family members and close
friends, Moreover, in German business culture, it’s not uncommon
for colleagues who have worked together for vears not to know of
each other’s first names,

K.3. Work in groups and discuss the questions.

+ What are the advantages and disadvantages of working with interna-
tional clients? '

+ Where can a lack of knowledge about a customer’s culture lead to?

+ What should business partners do when entering new markets?

K.4. Sum up the main arguments of the article and add your own ide-
as on the problem.

K.3. Prepare a five-minute presentation on the problem of economic
development and cultural diversities.



Unit 5
Business Ethics

A. Preliminary discussion

—

. How do companies educate employees about ethics?

. Where do employees get information when they face a conflict bet-
ween keeping a competitive edge and maintaining ethical standards?

. How do employees learn to do a better job and to do it ethically?

. Do you know what ethical crime is?

. Why do ethical problems occur in Russian business?

o]

L R N L

B. Pre-reading exercises

B.1. Skim the text and give its key idea.

B.2. Scan the text to define if the statements are true (T) or false (F).
1. TG&Y Stores is a wholesaling company.

2. Problems of business ethics are personal and human.

3. Ethics does not define conduct.

4. Ethical rules are the same in every society.

5. Employees prefer working for an ethical company.

C. Reading

C.1. Read the text and answer the questions,

1. What is a nattonal retailing corporation?

2. What ethical problems can arise in business? What are their reasons?

3. What is the meaning of ethics? What is the difference between ethics
and business ethics?

4. Is it necessary to encourage business firms to act ethically? Give your
reasons.
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5. What is the process of selecting employees for the companies? How
can the administration weed vut ethically undesirable emplovees?

Business Ethics

W. C. Frederick, K. Davis, ]. E. Post

TG&Y Stores, a national retaifing corporation with headquarters in Ok-
lahoma City, sued seven of its buyers, charging them with accepting
$ 735,000 in cash and other gifts from the company’s vendors. One of the
buyvers who purchased shoes for the retailing chain ailegedly built a nest
egg of § 525,000 from these kickbacks. TG&Y also sued twelve of the sto-
res that allegedly had patd these bribes to TG&Y's buyers.

“Money laundering” provides another example. The Bank of Boston
Corporation shipped over $ 1 billion in cash to banks in Switzerland and
other European nations without reporting these transactions to United
States bank regulators. Twenty-one ather banks also failed to file the req-
uired forms for big cash transactions. Drug-enforcement officials fear that
such large cash flows may possibly cloak secret drug sales, gambling ear-
nings, or other illicit chains that are hidden in banks and “cleaned up” or
“Jaundered” so as to appear they were made honestly.

Ethical problems in business can arise also in a very personal, human
way. When orders dropped in one-small manufacturing company, the su-
pervisor knrew she would have to lay off a Joyal, hard-working employee in
two months.

Company rules did not allow her to tell the employee in advance, for
fear he would quit while still needed or not work as hard as he usually did
after being told. The supervisor behieved that it was uafair to the emplo-
vee, but she had to enforce all company rules and policies. For her, the
ethical dilemma had both personal and professional dimensions.

Episodes like these raise ethical questions for a number of reasons. So-
metines, society is harmed. At other times, an individual profits unfairly at
the expense of others. Frequently, a business firm suffers higher costs when
money is embezzled or when the firm has to pay hidden costs for its suppli-
es, Money laundering cloaks illegal activities and protects lawbreakers.

However, business frequently demonstrates a high level of ethical perfor-
mance. Twice within a five-year period, Johnson &
Johnson protected its customers by recalling stocks
of Tylenol capsules when poison was found in some
Tylenol bottles on store shelves. In a similar case,
Parker brothers voluntarily withdrew its all-time
hest-selling toy when two children choked to death
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after swallowing some of its parts. Both companies spent millions of dollars
on the recalls.

One of the major social challenges faced by business is to balance ethies
and economics, Society wants business to be ethical and economically pro-
fitable at the same time.

The Meaning of Ethics

When one is dealing with ethics, clear thinking is extremely important,
because most ethical issues and problems are controversial, involving emo-
tional questions of right and wrong behavior. A good first step is to have
a clear definition of ethics,

What Is Ethics?

Ethics is a set of rules that define right and wrong conduct. These ethi-
cal rules tell us when our behavior is acceptable and when it is disapproved
and considered to be wrong. Ethics deals with fundamental human relati-
onships. Ethical rules are guides to moral behavior. For example, all soci-
eties have ethical rules forbidding lving, stealing, deceiving, and harming
others, just as they also have ethical rules that approve of honesty, keeping
promises, helping others, and respecting the rights of others. Such basic
rules of behavior are thought to be essential for the preservation and con-
tinuation of organized life.

For many people, religious beliefs and organizations are a major source
of ethical guidance and moral meaning. The family institution also imparts
a sense of right and wrong to children as they grow up, as do schools and
other similar influences such as television. The totality of these learning
experiences creates in each person a coencept of ethics, morality, and soci-
ally desirable behavior.

Ethical rules are present in all societies, all organizations, and all indi-
vidual persons, although they may vary greatly from one to another. Your
ethics may not be the same as your neighbor's; or one particular religion’s
notion of morality may not be identical to another’s; or what is considered
ethical in one society may be forbidden in another society. In spite of this
diversity, ethics is a universal human trait. All people everywhere need
rules to govern their conduct, rules that tell them whether their actions
are right or wrong, moral or immoral, approved or disapproved.

What Is Business Ethics?

Business ethics is not a special set of ethical rules different from ethics
in general and applicable only to business. Business ethics is the applicati-
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on of general ethical rules to business behavior. It a society’s ethical rules
say that dishonesty is unethical and immoral, then anvone in business who
is dishonest with employees, customers, creditors, stockholders, or compe-
titors is acting unethically and immorally. If protecting others trom harm
is considered to be ethical, then a business firm that recalls a defective and
dangerous product is acting in an ethical way.

In the TG&Y episode, both the buyers who took the bribes and the bri-
bers acted unethically because they deceived others, took unfair advanta-
ge of them, and then concealed their own selfish actions. They broke the
rules of fair play. Likewise, the banks that allowed laundered money to
flow through their accounts not only broke the law but protected crimi-
nals who harmed society and who brought tragedy into the lives of drug
users and addicts, The supervisor who failed to give an employee advance
notice of heing fired was not breaking the law, but she felt unethical in not
telling the whole truth. When business firms or people in business violate
the rules that define right and wrong behavior, they are acting unethically,
and they also may be acting illegally.

Why Is Business Ethics Important?

Why should business pay attention at all to ethics? What preventsa bu-
siness firm from piling up as many profits as it can, in any way it can, re-
gardless of ethical rules? In most cases, the general public expects business
to exhibit high levels of ethical performance and social responsibility. Par-
ker Brothers spent $ 10 million in recalling the toy that was involved in
the death of two children because company executives knew that its custo-
mers and the general public would approve its attempts to protect children’s
lives, even though the likelihood of further accidents was remote.

A second factor encouraging business firms and their employees to act
ethically is to prevent harm to society, One of the strongest-ethical prin-
ciples is stated very simply: “Do no harm.” A company that is careless in
disposing of toxic chemical by-products that may cause disease and death
is breaking this ethical injunction. Many ethical rules operate to protect
society against various types of harm, and business is expected to observe
these commonsense ethical principles.

A third reason for promoting ethical behavior is to protect business firms
from abuse by unethical employees or unethical competitors. Bribery and
kickback schemes penalize honest business firms: “One New York apparel
vendor says he lost a $4 million account with coe of the nation’s largest
retailers because he, unlike one competitor, didn’t bribe the buyer with
$ 20,000 cars and pricey stereo systems.”
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High ethical performance also protects the individuals who work in bu-
siness. Employees resent invasions of privacy (such as unjustified polygraph
tests) or being ordered to do something against their personal convictions
(such as “midnight dumping” of toxic wastes) or working under hazardous
conditions {such as entering unventilated coal mines). Businesses that tre-
at their employees with dignity and integrity reap many rewards in the
form of high morale and improved productivity.

People feel good about working for an ethical company because they
know they are protected along with the general public.

In spite of the positive benefits of good ethical practices, ethical prob-
lems do occur in business. One of the main reasons is:

Personal Gain

Personal gain, or even greed, causes some ethical problems. Business so-
metimes employs people whose personal values are less than desirable.
They will put their own welfare ahead of at] others, regardless of the harm
done to fellow employees, the company, or society. In the process of selec-
ting enmiplovees there is an effort to weed out ethically undesirable appli-
cants, but ethical qualities are difficult to anticipate and measure. The em-
bezzler, the chronic sick leaver, and the bribe taker slip through. Lacking a
perfect screening system, business is not likely to eliminate this kind of
unethical behavior entirely. Moreover, business has to proceed carefully in
screening applicants, taking care not to trample on individuals’ rights in
the search for potentially unethical emplovees. Contrary to popular opini-
on, personal gain is not the most important reason why unethical practices
occur in business.

‘W D. Vocabulary

D.1. Read and fearn new words,

sue {smb for smth) {v} — to make a legal claim, especially for an
amount of money, because of some loss or damage that one has suf-
fered

charge {with) (v} — to bring an especially criminal charge against;
accuse

kickback () — {slang) money paid, usually secretly or dishonestly,
to someone in return for doing something

bribe (n) — something especially money, offered or given in briking

illicit {adf) — (done) against a law or a rule

embezzle (v} — to steal (money that is placed in one’s care)
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forbid {v) — to refuse to allow; command against, especially offici-
ally or with the right to be obevyed

govern (v} — to control and direct the affairs

conceal (v} — to hide; keep from being seen or known

penalize (v) — to punish for breaking a law or rule

hazardous (adj} — (especially of an activity) which contains risks or
danger

weed smb/smth out (phr v) — to get rid of {people or things of
unacceptable quality) in order to improve smth

D.2, Complete the sentences using the active vocabulary,

1. She was to be included in the investigation for accepting ... .
. The new tax laws ... people who earn less than & 7,000 a year.
. The manager ... § 1,000 from the bank where he worked.
He was ... ... the robbery.
. If you do not return our property we will ... .
. The country was ... by a smali elite of military officers.
. Theywere convicted of racketeering and were ordered to repay $ 100 mil-

lion in ... profits. '

8. It was a ... occupation for him.

D.3. Give synonyms to the following words and word combinations:

in cash, vendor, transaction, lay off, enforcement, lawbreakers, to go-
vern their conduct, ethical performance, abuse, remote, pricey, ethical in-
junction.

E. Speak up

E.1.Work in groups and discuss the problem of major ethical princip-
les that can be violated by the employees and employers.

E.2. Make a summary of the text.

# F. Grammar notes

Ellipsis

When you quote, you must use the author’s exact words. However, you
may omit material from the middle of the quotation, as long as you let your
reader know by using an ellipsis.

An ellipsis is three spaced periods (...). It tells the reader you have omit-
ted one or more words from the material you are quoting.
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E. g.: The committee’s ideas, most of them useful, have less to do with over-
hauling management than improving attitude.

As the report notes, “The committee’s ideas ... have less to do with over-
hauling management than improving attitude.”

You usually don't need to use the ellipsis at the beginning or end of quo-
tations (since there will aimost aiways be materiaf that comes before or
after the quotation). However, when you're ending your sentence with a
quotation that is clearly unfinished, an ellipsis makes your reader’s job easi-
er: He saw “the pins, the balls of yarn, old spools ....”

(Notice that a fourth period is added to the ellipsis to close the sentence.)

Make sure you don’t use punctuation from the quotation before or after
the ellipsis, such as (,...) or (...,).

Ellipsis in the middle. “f kave been to Beijing and (have) seen the Great
Wall”, Professor Smith said.

Ellipsis at the end. 1. “Professor Hopkins said he was going on a call this
evening.” 2. “Did he say where (he was going}?” “No, he didn’t say where.”

{Some authorities use four periods instead of three when the ellipsis is
at the end or if more than a paragraph has been left out.)

Eilipsis at the beginning. 1. “Buying shares is meant to be a way of ma-
king your money grow. Even these days (...), the principle still holds — invest
in shares that you think will rise, in order to get a good return on your cash.”
2. He also said, “(He who) seeks fame and fortune through immorality, mis-
conduct, and deception will never achieve it.”

F.1. Make up ellipsis from the following sentences,

What Happened to Japanese Business Ethics?

Koyama Hiroyuki, “Look Japan”

Cases of Japanese corporations violating business ethics show up in the
news one after another. To name but a few, there are the payolfs to “soka-
iya” (corporate racketeers) by Ajinomoto, Takashimaya, and Nomura Se-
curities; huge loans to sokaiya without adequate collateral by Daiichi
Kangvo Bank; and the disclosure of unfair trade in copper by Sumitomo
Corporation.

We can compare all this to the example of US businesses, which have
a firm code of business ethics and a system for closely checking compliance
with this code of conduct, It is often said that US corporations tend to
engage voluntarily in ethical practices because Americans in general are
imbued with the Puritan spirit and have deeply held religious beliefs, On
the other hand, it is said that the Japanese are not particularly religious
and many Japanese are unconcerned with ethics. But is this really valid?
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We will not pursue the question of the religiosity or morality of the Ameri-
can people here, The important question for us is whether the Japanese are
irreligious, and thus, uncencerned with ethics and morals.

The answer is no. Naturally, there are people in Japan who engage in
unethical behavior without qualms, but individual examples mean nothing.
Are the Japanese people overall ethical or not?

Japan has long held to the traditions of Confucianism, Over the centuri-
es the Analects of Confucius, the book of Confucius’ teachings, has become
a ceatral pillar in the Japanese psyche and come to form the core of what
the Japanese consider the correct path of business, To argue the relative
importance of Confucian ethics and Christian ethics is pointless. Essenti-
ally every mature society in the world stresses the importance of ethics.

So, what is wrong with current Japanese corporations?

In short, an ethical viewpoint must be established as an institution, and
a means for ensuring the observance of ethics must be erected within the
corporation. The greatest difference between Japanese and US corporati-
ons is that US corporations do not depend entirely on personal ethics, but
use institutionalized methods of preserving ethical standards,

G. Reading the English newspaper

G.1. Discuss these questions,

1. What to your mind is the role of the large oil companies in price hikes?

2. What do you know about the bribery scandal connected with oil
contracts in Kazakhstan?

3. Have you ever heard about Exxon’s case? Speak about it.

G.2. Scan the article and analyze your previous answers.

G.3. Match up these words from the articie with their meanings:

[} to hinder; a) keen;
2} mucky; b) to support, strengthen or increase;
3) hefty price; ¢) to complain, grumble;
4} reckoning; d) dirty;-
5} zealous; e) charging someone officially with an offence in law;
6) to allege; fy calculation;
7) indictment g) to state or declare without proof or betore finding proof;
8) to bolster; h} a person on one side or the other in a noncriminal case
being decided by a law court;
9} litigant; i) large amount of money;
10} to grouse. i) to stop or delay the advance or development of a person

or activity.
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G.4. Read the article and do the exercises.

Big Oil's Dirty Secrets

“The Economist”

EVEN as it celebrates soaring profits — thanks to higher prices during
the war and soaring share prices, now war is over, the oil industry faces a
new danger largely of its own crearion. it will surprise nobody to learn that
oil and ethics mix about as well as oil and water. But, just as the tobacco
industry and Wall Street gained a false sense of security because for years
they got away with well-known practices of an ethically shady nature, only
to pay a hefty price later, so too oil’s hour of reckoning may be approac-
hing. There are several reasons, including a high-profile bribery scandal;
the growing political sensitivity of the oil industry; changing attitides to
corporate governance; and some potentially explosive lawsuits.

The bribery scandal, which seems certain to grow larger as more details
emerge, concerns the battle to win oil contracts in Kazakhstan. During the
19935, several big oil firms fought for the right to exploit the oil riches of the
region, including Chevron Texaco, on whose board Condoleezza Rice served
prior to joining the Bush administration. And, if prosecutors are to be beli-
eved, executives at some firms behaved over-zealously as this battle raged.

This week, Swiss investigators were reported to have added a bribery
and money-laundering probe involving, among others, Credit Agricole, a
French bank, to continuing American investigations into alleged Caspian
corruption. Last month, a grand jury in New York issued indictments aga-
inst two Americans — James Giften, an independent banker with close ties
to the Kazakh president, Nursultan Nazarbayev, and Bryan Williams, a
former executive of Mobil, Both deny wrongdoing. America’s Justice De-
partment is also looking into whether Mobil, now merged with Exxon, to-
ok part in a plan to pay $ 78m from American and European oil firms into
Swiss bank accounts belonging to Mr. Nazarbavev, among others. Exxon
Mobil, the world’s biggest oii firm, says it knows of no wrongdoing.

Oiling the Wheels

This is already the largest investigation by American authorities into
alleged bribery abroad. As it unfolds, it seems certain to provide plenty of
colorful stovies that will keep it in the spotlight. It involves weli-known
Russian businessinen and politicians, payments for speedboats and fur co-
ats, and — if only because they too were involved in bidding for Kazakh
contracts — other big ot firms besides Mobil, including firms with connec-
tions to senior Bush administration officials other than Miss Rice.
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It may also provide the sternest test yet of America’s Foreign Corrupt
Practices Act { FCPA), which outlaws briberv. When the act was introdu-
ced in 1977, many American oil firms groused that the law handicapped
them against foreign competitors when dealing in the undemnocratic and
unscrupulous parts of the world where oil is often found, That fear was not
entirely groundless, as is clear from the current trial of former officials of
France's Elf Aquitaine (now part of Total), where bribery scems to have
been a core competency.

Some American oil-industry executives privately grouse that, if anybody
is found guilty, it will be due to carelessness,

The FCPA, they admit, can be skirted by careful use of “signature bo-
nus” payments to middiemen brokering contracts and via “arm’s-length”
transactions involving law firms based, more often than not, in London.
On the other hand, argues Scott Horton of Patterson Belknap, a New York
law firm, the FCPA has prompted American oil firms, though generally
opposed to transnational laws on corporate behaviour, to support efforts
led by the OECD to impose an international ban on bribery.

The current scandal in the Caspian can only bolster such efforts to bring
some transparency to this mucky business, But will it also lead to a greater
questioning of some of the techniques used to get around the FCPA? Amy
Jaffe, of Texas’s Rice University, insists that the curtent investigation “is go-
ing to force every legal department at every major oil firm to ensure they have
a clear picture of what their agents, advisers and everyone else in foreign
countries are doing, The Giffen case will define what you can and can't do.”

Big oil is also facing legal troubles over its famed love of nature. This
week, lawyers for aggrieved indigenous folk filed suit against Chevron Te-
xaco in Ecuador. For a decade, legal activists have been trying to sue Texa-
co for dumping contaminated water in open ponds in that country’s rain
forest that, they claim, harmed both health and the environment. The firm
denies wrongdoing, noting that there were no specific laws in Ecuador
when it operated there that forbade its practices.

At first, the litigants pursued their claim in American courts, but a judge
finally bounced the case back to Ecuador as the proper jurisdiction for the
matter, That appeared to be a victory tor the oil firn, but in order to have
the trial moved south, Chevron Texaco had to agree to respect the ruling
of the Ecuadorian court. If it does not, the American judge has retained the
right to step into the matter once again. Joseph Kohn, a lawyer for the
villagers, is already talking of § 1 billion as his team’s estimate for cleaning
up the damage allegedly done by the firm — even before any compensation
for suffering and so on.
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But legal attacks on alleged human rights abuses committed overseas
may prove {o be the most nettlesome of all for the oil industry. Consider
the sort of public denial prompted by a lawsuit filed last inonth against an
American oil firm: “Occidental has not and does not provide lethal aid to
Colombia’s armed forces.” Even if the firm does indeed prove not to have
provided “lethal aid,” it faces a high-profile trial exposing its relationship
with a regime with an, ahem, uneven record on human rights. Similarly,
Exxon is being accused of complicity in abuses committed by the Indonesi-
an military in Aceh, and Unocal stands accused of benefiting from forced
labour deployed by the military government in Myanmar. Both firms have
consistently denied any wrongdoing.
These cases are tests of Amnerica’s Alien Tort Claims Act (ATCA). As
the law dates back to 1789, its critics note that it does not deal with the
precise circumstances of today's cases: it was probably intended to give
foreigners a legal forum when in America, rather than offer a domestic re-
medy for American misdeeds abroad. Oil industry lobbyists have been pus-
hing Congress to repeal the ATCA.,
Last year, the Bush administration took the unusual step of intervening
in a lawsuit brought by the International Labour Rights Fund {ILRF) aga-
inst Exxon, arguing that applying the ATCA in this case might hinder
America’s efforts to fight terrorism.
Even so, points out the ILRF’S Terry Collingsworth, starting in 1980,
this statute has indeed been applied in human-rights cases where foreign
states or victims have been involved. Now, particularly with two separate
cases related to Myanmar in American courts, it may end up applying to
corporations that are judged to be “knowingly complicit” in abuses.
Could this be enough to transform an industry that is fainously shame-
less, not least in America? Maybe. A few big legal losses, lots of bad headli-
nes, and an impending Presidential election with an oilman on the baliot
might work wonders,
G.5. Memory Test.
After reading the article, test your memory.
1. What new danger does the oil industry face?
2. What did the grand jury in New York issue against two Americans?
And why?

3. What is the largest investigation by American authorities called?
What can it involve and provide?

4. How did the American firms work after introducing the Foreign Cor-
rupt Practices Act (FCPA) in 19777
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5. Does *big oil’ face legal troubles? What are their characteristics?
6. What cases became tests of ATCA?

G.6. Translate the first three passages of the text into Russian.
G.7 Render the article after making up your own outline,

H. Reading the Russian article

H.1. Read the Russian article, find key sentences and translate them
into English.

AeA0Bad 3TMKA aMEPMKAHCKUX MMAAMOHEDOBR

A, Asapenox, B. llinomoe, no mamepuarar xcypuaros: «Kommepcanms
Henvezit», «¥npaenenue nepconaioms,

A HuKoTNa He rosopty: <MHe Hy®110, 4TOOb! BLI 3TO CAEAAIHS,
51 rosopio: «Mite naTepeciio, cyMeeTe 0 Bl 970 CAETaTbas.

Tenpu Popd

Tenpu @opa pazeui ugen Pokdensepa u KapHern o6 UCKAIOYATEABHO
BaxHOU poaH busHeca ¥ GusHecMeros B [ratax. [Tockoabky pemaionryio
pOAIb B KH3HH 061eCTBA HTPAET IKOHOMHKA, TO He ROJNTHKAM, He 1Ko~
JlaM, i€ AYXOBEHCTBY, a IPeANPHHNMATESM NPHHALIEKUT POJb COlHAND-
HEIX TH/IEPOB, HACTABHHKOB, BocnuTaTenel napoaa, Onu Gosblle Beero Ha
BHAY ¥ aMepHKalicKoi NyOANKH U AA1OT € TPUMepPH] A% ITOAPaskaHIs, KO-
TOpBIE MOTYT ObITh JHGO XOpoiHMH, TUOO AYPHHMH. OT MOPaJ bHO-3TH-
YeCKMX YCTaHOBOK BuaHecMeHoB, nouepkusan Dopa, B NepByo oYepeab,
3aBHCHT 61arococTosaHme obllecTsa,

Ttoayuenne npuGhiaeil 3a CYeT NOBRIUEHUE HEH H CHIDKeHHA 3apalioT-
HOH NJIATH «aBTOMOOHABHEBI KOPO/b» Pe3Ko MOPHLAT, HA3KIBASA 3TO Cle-
Kyasudeii B rpabeskom. Bolcokue LieHbl, TOAYEPKHBAA OH, OAUHAKOBO He-
BBIFOAHLL M [IPEANPUATHIO, PEIHOK COBITA KOTOPOIO CYKAETCA, H HApody,
A5 KOTOPOIo AOPOTOBM3HA XYJKE CaMOTC BhICOKOIO Hajora. B AMeplke,
AoxaabiBag Dop, UMEKTCA APeANPHSITHS, CO3A4BAEMbIE HCKIIOUHTEIBHO
paay ofoTalleHHs UX BIAAEABLEB, HO HX AeATeNBLHOCTD TepsaeT BCAKMIL
ApaKTHYECKUIl cMblC/, KOTAA 3Ta L{efb AOCTUTHYTA, a TIOTOHA 33 JHYHBIM
oboralleHHeM BMeCTO CITyKeHHs 0bIeCTBY HeH3GEKHO IPUBOANT K pOCTY
LIEH Ha TOBaphl M YCAYIH H YXYAIMEHHUIO HX KAaYecTBa.

Qopa naubosee NOAHO cHOPMYNNPOBAT HAEIO MOJIESHOCTH KPYNHbIX
koMIaHui, OO OHM, A0KA3BIBAA OH, BHOCAT caMblif 60abLIONH BKIaZ B ¢Ay-
KeHue oOniecTBy. Bea 3TOro cay:eHus, 1. e. BO3BPATa NOTPeOHTEN YACTH
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npubbineil B BUE CHIKEHI 1I€H, NpeJnpuATHe He Moraio 6ot pactu, «[Ipo-
H3BOAHUTE Beilld TAK, YTOOH MaToobeceueHHbIe KN JIETKO MOTJIH HOKY-
HaTh UX». KOTAa NPOMBILNIJCHIHKY YAAeTCA NOHU3HTD U3EPKKH U LIeHBI,
H JIIOH OKA3LIBAIOTCH B COCTOAHHM GOJbIIE IOKYIATD, 3TO AaeT BO3MOK-
HOCTh HAPALIHBATH MMPOH3BOJACTBO, a (oMee KPYITHOE NPOH3BOACTBO ellle
Godipille cHIKAET H3AePRKH. 3TO, B CBOI ouepenb, IPHBOAXHT K Adlb-
HeilllleMy pocTy NPeANPHATHA, YBeAHYeHHIO YHcaa pabounx MecT, obbeMa
BBINTaYMBaeMOif 3apaboTHOI MIATH M K HOAYYEHIHID npudbLAeil, HeoOXo-
JMMBIX A7 pacUIMpeHHs POH3BOACTRA.

ITono6no Pokpennepy w KapHeru, «aBToMOOUIBHBIH KOPOIb» HPOTH-
BOTIOCTABAS OOUICCTBEHHO-TOJIE3HBI OM3HeC CNeKyJAAlHM, HO K Cleky-
JASTHTAM OTHOCHA He TOABKO HIPAOIIHX HA MOBBINIEHHH HJIM HOHHXEHHH
Kypca UeHHbIX GyMar, a BooDIIe BCeX, KTO HUYEro He NPOH3BO/IHT H JHIIb
MAaHHUMYTUPYeT deHblaMi. BHaHecMeHOB, HMEBHIWX 60 ¢ KalHTANoM B
chopse feHer, OH NPe3PUTEILHO HA3bIBAJ <KANTHTAAHCTAMM > 11 OTHOCUI K
HHM TaK:ke NMoJiydareael AMBHACHAOB H TPOIIEHTOR MO BKJAANaM ¢ 3aiiMaM.
Jlwoboit Tpya Tpebyer BozHarpaxkaenus B hopMe A€Her, HO «KATIHTAIHCT»
BO3HATpAKACHHS He 3acJYHHBAET, pa3 3a HEro «TPYIATCA» ero feHsrn. [lo
muenuio Gopia, MCTOYHHKOM KANHTANOR 11 TIPOMBIIIEHHOCTH A0JIKHA
ObITh PEHHBECTHIIMS TIpUObLIeit, a HaHKaM CJIefyeT HUIPaTh PoJb TOJIBKO
cHeperaTeiibHBIX H KPEAMTHBIX yUpeaeHH . 3aHUMATb AeHbTH MOKHO RIS
TOCO, UTCOBl HAYATD JeJ10, HO Aajlee CAelyeT HOAYYaTh NpHOBLIL 3a cHeT
pacumpeHHS TIPOH3BOACTRA H, 'COOTBETCTBEHHO, CHUXKeHHs uen. JKaxaa
JeHeT TOJIKAET Jioflel HA NPecTYIUieHNs, a NPOMBIRIEHHHKOE — HA FO-
BEIIIEHHE [[eH BMECTo NoBLLIeHHs addexTHBROCTH Mpou3BocTBa. Bopha
ocysAal H TeX aBTOMOOHAECTPOUTENEN, ROTOPbIe YACTO MEHAOT MoeNH,
BBOJAT «U3JHIIHUE» YKPallleHUd, VBIeKA0TCs AU3aitHOM, — BCe 3TO UL
criocob noyalne 3ane3arb B KapMaH HOKyMaTeis.

Yrtobsl pacliMpHTh MAH YAYSIIATL AEN0, MPOMBIILICHIHEK He A0 KeH
o0pallaTheA K BHELIHUM 3aHMCTBOBAHHSAM HJIH HPOJAABATH AK1HH, €10 32+
Oa4a — KAK MOJKHO JIYULIE HCNONb30BaTh HMEIOIHECS PECYDCHL, «3aThl-
KaTh AbIPbL AeHBIAMU» — TOJBLKO MOKPHBATE OIIHOKIL U HEAOCTATKH, A He
yCTpaHATh HX. DopaA ocyKAaN «APOKPYYUBAHHE» HPHObLAE! B GaHKaX BMe-
CTO BKJAJBIBAHHA HX B IPOH3BOJICTBO, K&K U BXOXKAeHHE OAHKHDOB B N~
pPEKTOPATHI IPOM bILIAeHHBIX KOMIIaHMIL.

Hpuobperats akiluy, 0O €ro NPeACTABAEHHIO, BIIDaBe TOABKC JIOAH,
HENOCPEACTBEHHO 3aHsIThie IPOUIBOACTBOM, & He Te, KOTOPhE BhIKauyHBa-
10T U3 Hero zeHbrd. (CoxpaHuB yCTaB 3akphiTol kKoMmanuk, [edpu QDopa
BBIKYIIMJI Al KOMIIAHBOHOB, KOTOPEIX HA3BIBAM He HHA4e, KaK Mapa3uTa-
MH, a ¢ 1919 T. OH 1 ero ceMbA cTanu ee MOMHMMH coGcTBeHHMKaMK. ) Koraa
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HpDHSBO,[lIiTeJlI() NPUXOGANTCA ACAHTBLCA A0X0JaMH He C paGO‘-IHMPI H 11D-
KYTIaTe 1AMH, a € 63HKHpaMH H akKIoHepaMH, OH IepectaeT CAYXKHTb 06'
mectny. {Io smuenuo @opia, GaHKHpPBL, BXOASUIME B TipaBieHHe PHPMBI,
JYMAIOT TOJIBKO O CBOEi BHTo/€ 1 OOBIYHO BRICTYIIAIOT NIPOTHR CHHIKEHHS
ned H NMOoBLITINeHHA 331)360T}10ﬁ RATEHI. OCHDBOF‘I COILIHAALHOTO 6.113.]"01]0'
JIYYAA NOMKHBI OBITH HE AMBUACHABL M TIPOLEHTHI TIO BKAAAM, & HU3KUE
IeHB H BBICOKHE 3apaloTKH,

Tenpu Mopa 6L, HOKATYH, EIHHCTBEHHBIM H3 «HEKODOHOBAHHHBIX KO-
poaeis AMepHKH, KOTOPBIA IbITANCA <«CBOHM VMOM» ITOCTI#YE MIIOTHE HB-
JEeHHA HMEPHKBHCKOI.;I H MHpOBOﬁ IITHBHJIH3AMH, X0TA 3aKOHYH TCABKO
cpeaqwn wroay. C npaMoaiiHeitHOCThIO TEXHOKPATA OH MOPHIAT KaK
q)HHaHCHCTOB, TakK H M€BBIX PaAHKaAIGB H HpOCE)COIOSbI, CYHTasA, YTO OHH
CTOBOPHINCE APYT C APYTOM, '-ITDGI:I NOJYWHHTE NPOM3BOJNTEIA. (DHHRH'
CHCTBI H KOPPYMTNIHPORAHHbIE IOJHTHKI CBOHM DTOH3MOM PAZKHIAKT He-
AOBOJABCTBO HAPO/IR, @ «KPACHDBIE €I'0 HCIONBIYIOT, YTOOB CTOJMKHYTh Jiba-
MH IpOMBILIVIEEHHKOR I pabounx. Ho HOCKOAbKY YPUBEeHb dKH3HH Hapona
3aBICHT OT MaTepHAJIbHOTO NMPOH3BOACTBA, ycnex HEeEMBICIHM 683 napTHep-
CTBA MENKIY paboyHMH M IIpeANPHHUMATEIIMHE,

Brrcoxyro 3apatotryio naary Qop cuuTan e GIaroTBOPUTEIBHOCTHIO,
2 BKOHOMH4ECKOI HeOOX0AHMOCThIO. Bricokye 3apaboTrH IpH palKoHaIbHOM
HX pacXoA0BaHHH JCXKHBI NPHBECTH K paSBIITIIIO MacCcOBOro ]'IOT])E6J'IE-
Hits. Poct mpoK3BoAcTRa OrpaHHYMBAETCA [(OKYNATENbHON CnocoOHOCTHIO
HaceneHHA, H 3aada 61]3!-[8(33 - CTIlMleIIpOBaTb HOTPEﬁJ’lEHHC, lIO,E[IIep}KI-I-
BaTh IATEKecnocobHbA cipoc. Phluarom cTHMYAMpoBaHRA cnipoca Mopa
CYHTAT BO3BPAT YACTH IPHObLREH pabouLM U TOKYNIATENAM: TIepBEM — B (op-
Me Haa0aBoK Kk 3apaboTHol nutaTe npH cokpalleHHH paboyero AHA (ecin y
HeJOBEKA 60.]'[]3]_[16 CBDﬁOﬂHOFO BpeMEHH, TO OH 60.]"[]:]1[8 HOKynaET H 60.?1]:"
e HOJIbByETCH aBTOMOﬁH.TIEM), BTOPBIM — B BHAE €XKeroJHOr0 CHHXKEHHA
1eH M HEOTPaHMYEHHOTO HPOLIEHHS CPOKa cAyx OBl apToMoOWA 3a cyeT
MacCOBOTO MPOM3BOACTRA JalYacTel,

Dopa IPAKTHYECKH YCTPAHUA AICKPHMHHALIMIO B TPYAOYCTPOICTRe,
ﬂBEpII MOIX 3aBOJOB, C roOpROCTBIO I‘OBOPHJ[ OH, OTKPBITBL JJI4 BCEX, KTO
skeaaeT TpyAuTheda. B 1916-1917 rr. TaM padoTanil HpeIdcTaBUTENN 0KONo
60 sTHOHALMOHAJEHBIX TPYTI {BKAKYAA aMePHKAHCKUX HETPOB KW HHAel-
14€B)} IPAKTHYECKH K3 BCEX CTPaH MEpA.

H.2. Translate from Russian into English (Tloxyyeune nputeiieti ...
yBeJHYHJIa CBO# Jlox0a),

H.3. Read the Russian article again and make up an outline of the
rendering.

H.4. Render the Russian article,
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A2 | Case study

Read the article and do the exercises.

A Nation of Cheaters

Kirk O. Hanson, “Boston Globe™

Cheating. What could be more American? From the snake oil salesmen
of the late 19th century to the stock manipulators of the 1920s te the spit-
ballers of modern baseball. But today it seemns absolutely everybody is do-
ing it. We cheat — or at least try to cheat — in every aspect of our lives.
One out of four Americans surveyed say it's acceptable to cheat on their
taxes. Former Tyco CEQ Dennis Kozlowski sends paintings he bought to a
New Hampshire address to cheat New York State out of the sales tax. Col-
lege bound students cheat on the SAT tests. Teachers cheat by giving their
students the answers to standardized tests so the teachers qualify for bo-
nuses, Athletes cheat by using performance-enhancing drugs. Successful
authors cheat by appropriating others’ writings as their own. Even colleges
steeped in honor codes — the University of Virginia and the US Naval Aca-
demy — have been rocked by massive cheating scandals in recent vears.

After a depressing 2002 in which corporate executives too numerous to
count cheated shareholders by fudging their accounts or manipulating
markets, we have to ask whether cheating has become the new national
norm. We have always had a few cheaters among us, but has the typical
American now lost his or her moral compass? Have we lost our fundamen-
tal commitment to integrity and fair play? First of all, why do people che-
at? There are two simple answers, neither very noble, Peaple cheat to get
ahead, even if they don't qualify for the advancement and even if they can’t
win a fair competition. Such people don’t care about anyvone else but them-
selves. This adult lies about the toaster he broke so he can get a full refund.
The teenager lies about her age to save money on a movie ticket. The other
reason is simple laziness,

But there are new reasons why people cheat — and these may give us
a clue about how to stop the rising tide of cheating. Some people cheat
today becanse they simply cannot get everything done which needs to be
done, American life has hecome so intense, so rushed, so fully packed. Many
shortcuts we seek involve cheating -- copving school papers from the In-
ternet or cheating our companies by telling our bosses we are sick so we
can catch up on housework or errands.

Some people cheat today not just because they want to get ahead, but
more because they fear the embarrassment of failure. Parents put huge ex-
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pectations on children — you are a failure if you don’t go to an Ivy League
school. You have to win; we've sacrificed so much to make you a competi-
tive swimmer, Companies put huge pressures on employees — you now ha-
ve to do the job of two, or you will be laid off too. And American culture
says again and again that you have to be successful and wealthy to be
happy. Faced with this fear of heing a failure, too many people seek a
shortcut and falsify their resume, cheat on their SATS!, or fudge numbers
at work to look better,

Most threatening, at least to me, is the notion that more people are che-
ating today because they think everyone else cheats. I had to cheat on the
Lest, some students argue, because everyone else cheats and we are graded
on a curve. Some business students I have taught and some business people
believe that “everyone cheats” and that you have to do so to be competiti-
ve. The widespread corporate scandals of the past year, touching so many
of our blue-chip companies, have reinforced this cynical belief that good
guys will finish last.

Finally, an increasing number of cheaters are argning that they must
cheat to resist unfair new systems of accountability. Teachers in schools
are resistant to performance-based testing because it may threaten their
jobs. Employees cheat to resist systems that silently measure their output,
Some welfare advocates resist needs-based tests because they may remove
some people from the rolls. So how can we reset the nation’s moral compass
and stem the troubling rise of cheating? There are things you and I can do
individually -~ and there are things that must be done by our leaders in
government, business, education, and the media,

What can we individually do? The first thing is to stand up for fair play
in our own lives. We must resist the temptations to take short cuts with
small acts of cheating, Pay full price for your child if he or she is actually 13
and not 12, And we need to become advocates for fair play. Talk to our
childrent about how important integrity and fair play is and how cheating
hurts them — it does!

We need to support efforts to control cheating. If someone is caught
cheating, support strong penalties. If our own child is caught cheating, re-
sist the temptation to blume the school or the teacher. If an athlete is ca-
ught cheating, support the referee or the rules which throw him off the
team. Become intolerant of cheating around you.

We can turn down the pressure felt by our own spouses and children. It
is OK if your husband does not get the big promotion; it’s QK if your son

' SAT — Sholastic Aptitude Test.
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does not get into the “best” scheol. Life is about doing your best, not just
about winning,

There are also mportant things our leaders in government, business,
and the media can do to help fight cheating in American life,

The first is to put tougher national laws and regulations in place that
deal with all forms of cheating. We also need the commitment to enforce
those laws and to impose tough sanctions. This is a job of Congress, regula-
tors, and the courts.

Second, each of our institutions — businesses, schools, athletic teams,
and voluntary associations — need their own tough rules against cheating.
University of Virginia officials and its student leaders have apparently pur-
sued the dozens of cheating cases uncovered recently, strengthening their
own honor code in the process. But Bausch and Lomb board imembers we-
akened the company’s ethical culture, in my view, when they did not reino-
ve Ron Zarella as their CEQ after it was revealed he had claimed a degree
he did net have. Even sporis-frenzied Notre Dame knew it had to get rid of
a coach that lied on his resume.

Third, leaders in government and the private sector are going to have to
invest in new systems to enforce standards against cheating, at least for a
time, Government regulators and tax officials will have to do more audits,
Employers will have to check the accuracy of all resumes. College teachers
will have to use new on-line systems to check for plagiarism in papers,

Finally, 1 believe all our leaders — particularly those in the media —
must contribute to building a new American culture in which wealth and
celebrity are not the defining marks of success, but instead old-fashioned
values such as integrity, faithfulness, and service to those in need. As long
as Americans arc chasing a dream defined by winning above all, they will
continue to find new ways to cheat their way to the finish line.

). Speak up

J.1. Work in groups and discuss the questions.

1, Is cheating a usual thing in Russia? Give your reasons. .

2. 1f you know that cheating is wrong, will you do it? If vou do it, will
you feel bad?

3. Do you agree with the author’s opinion that “people cheat to get
ahead ...”?

4. What measures can you propose to stop cheating in all the spheres of
our Russian life including business? Compare your ideas with the
author's ones about American life.
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J-2. Sum up the main arguments of the article and add your own ideas

on the problem.

J.3. Prepare a five-minute presentation on the problem of corporate

business ethics and cheating.

J.4. Interview.

Use these questions as a guide to interview your partner. Add questi-

ons of your own.

1. Are the Russians overall ethical or not?

2. What should the Russtan companies do tn order to establish strong
business ethics?

3. Ethical principles and values are keys to ethical decision-making, but
how should they be applied to actual business situations? Give your
reasons,

4. What do you think the ethical clients are? What questions are clients
likely to ask? Are they being treated the way they want to be tre-
ated?



Unit 6
Accounting

A. Preliminary discussion

1. What is the basi¢ rule for accounting?
2. What particular skills should different kinds of accountants have?

B. Pre-reading exercises

B.1. Skim the text and give its key idea.

B.2. Scan the text for the following information.

1. What has the fist priority been for those who set accounting rules?

2. What five main areas are the efforts of regulators and standard-set-
ters focused on?

3. When did clamour for reform begin?

C. Reading

C.1. Read the text and answer the questions.

1. What can the crisis in accounting be used for?

2. Why have companies been compelled to show how they reconcile
their pro-forma figures with the numbers produced according to
GAAP rules?

3. What is the reason for a fight that the standard-setters may have on
their hands?

4. What would make balance sheets larger and debt ratios higher?

. What will the largest impact of ‘fair-value accounting’ be?

6. Why will people who are not trained in how to read accounts have to
rely more than ever on experts?

|1
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True and Fair Is not Hard and Fast

“The Economist”

For accounts to reflect reality, they need to be more volatile and less
precise. The procession of companies admitting to having lied in their re-
ported accounts has undermined faith in corporate numbers and put the
accounting profession under pressure to change its ways. In the 1990s, ac-
countants ¢learly failed to keep up with the tricks that were devised to
help companies inflate their profits. The first priority for those who set
accounting rules has been to try to choke off the most obvious loopholes,

Looking further into the future, however, some see the ¢risis in accoun-
ting as an opportunity to change the shape and content of accounts more
fundamentally. The growing use of market values for assets and liabilities
(instead of the accidental “historic cost” at which they were obtained) is
going to make shareholders’ equity and profits swing around far more than
in the past. Under such circumstances. profits may come to be stated as a
range of figures, each of them arrived at by using different accounting as-
sumptions.

This may sound worryingly uncertain, but it might be better than trying
to rely on a brittle llusion of accounting exactitude, which is liable to col-
lapse during times of economic strain, For the moment though, the efforts
of regulators and standard-setters are focused on five main areas:

Pro-forma accounts. These are the first sets of results produced by com-
panies in America: they are unaudited and do not follow America’s GAAP
(Generally Accepted Accounting Principles). in the vears of the stockmar-
ket bubble they were shamelessly abused. Companies regularly reported
huge profits in their pro-forma earnings statements, only to register even
larger losses in their official filings with the Securitics and Exchange Com-
mission (SEC). Since the end of March this vear, companies have been
compelled to show how they reconcile their pro-forma figures with the
numbers subsequently produced aceording ta GAAP rules, of which there
are hundreds.

Off-balance-sheet vehicles.
These include the “special -purpo-
se entities” made famous by En-
ron, which gave them the names
of suitably fanciful characters in
the Star Wars movies. They allo-
wed the Houston oil trader to hi-
de hundreds of millions of dollars
of liabilities from investors' eyes.
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The Financial Accounting Standards Board (FASB), America’s private-
sector standard-setter, issued guidance on these vehicles in January, which
Ford and General Motors say will have a material impact on their profits
this year. But some think that the new rules are weak because they allow
exemptions for “qualifying” special-purpose entities.

Stock options. Most significant of all, perhaps, is the attempt to force
companies to account for stock options granted to their employees. This
week, FASB agreed that the cost of employee stock options should be tre-
ated as an expense. The question is, how to value them. The standard-set-
ters may yet have a fight on their hands. In 1994, Congress threatened to
take away FASB’s standard-setting powers if it did not abandon its at-
tempt to make companies “expense” their stock options, Opposition is gat-
hering once more, although this time recent accounting scandals should
lend support to FASB's position.

Pension funds. Another controversial aim is te make companies change
the way they account for their employee pension schemes. Britain's new
standard on pensions, FRS17, forces them to measure pension assets at
market value. In future, if a company’s pension fund owes its members mo-
re than it owns in assets, the difference will be shown on the balance sheet.
Outside Britain, such gaps can be smoothed out over years, with the result
that some companies are still recording profits from their pension schemes
despite the fact that the schemes themselves are in deficit. Britain’s appro-
ach will spread: in March, FASB said it would start examining ways to
improve accounting for employee pension plans, with the aim of publis-
hing a new standard on pension accounting in America next year.

Revenue recognition. This is the vexed issue of when precisely to inclu-
de revenue in the accounts — for example, when an order is made, when it
is shipped, or when payment is reccived. Revenue recognition has been the
main reason for restatements of accounts by American companies in recent
vears, Sir David Tweedie, chairman of the International Accounting Stan-
dards Board (IASB) in London, and his equivalents around the world want
to lay down new rules on when a company can recognize revenue, Again,
the effect could be far-reaching: companies could be made to look far smal-
ler if they are prevented from pulling revenue forward from future periods,
as many do now.

Future Standards

Standard-setters hope that today’s mood of financial conservatism will
allow them to tighten up other areas of accounting too. For example, Sir
David wants all leases — contracts in which a company is committed to
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pay for the use of an asset over a long period of time — to be recorded on
companies’ balance sheets as debt. The result would be to make balance
sheets larger and debt ratios higher.

Yet another goal is to shift the world's body of accounting standards
away from rules (the approach favoured in America) towards principles
{more influential in Britain). The hard rules embedded in America’s GAAP
have helped devious financiers to design structures that obey the letter of
the law bud ignore the spirit.

But Bob Herz, the new chairman of FASB, is not optimistic about his abi-
lity to move GAAP towards principles and away from rules. Because compani-
esand auditors demand certainty in America’s litigious market place, the most
he can do, he says, is Lo steer somewhere in between the two approaches.

Clamour for reform began in the 1990s. As share prices soared, people
pointed to the growing gap between the book value of companies (what
appeared in their accounts) and their market capitalization (valued on
stock exchanges) as evidence of the irrelevance of accounts. The way to
make them more relevant {and to stop executives from fiddling them) is,
standard-setters believe, to force companies to value more of their assets
and liabilities at market prices, to “mark them to market.”

Instead of holding assets and liabilities at historic cost, and depreciating
assets by a set amount each year, they maintain that companies should in
future be required to mark them to market at the end of each reporting
period. Big swings in values will then be passed quickly through the profit-
and-loss account or through the shareholders’ equity. Tnevitably, profits
will become far more volatile.

Derivative Issues

Using market value for all assets and liabilities will make some differen-
ce to how fixed assets arc valued. But by far the largest impact of “fair-
value accounting,” as the use of market value is called, will be to bring the
volatility of financial markets into companies’ results. Fair-value accoun-
ting, therefore, will affect banks and insurance companies far more than
others, because they have the highest proportion of financial assets.

The slow march to market value is probably unstoppable in the long
run, because so many accountants now believe that it is the most intellec-
tually valid way to value assets. But nobody knows what will be the con-
sequences of the valatility that would inevitably follow, In the worst case,
large numbers of investors could be frightened away from equities,

In future, accounts are likely to become more volatile, more complex
and more subjective. Overall, standard-setters admit that people who are
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not trained in how to read them will have to rely more than ever on ex-
perts. But to help readers cope with the complexity of fair value, they in-
tend to introduce a new way of showing companies’ income — instead of a
single column with turnover and so on, the profit-and-loss statement will
be presented in the form of a matrix, in three columns, One column will
show gains and losses from changes in fair value, another would show old-
fashioned costs and revenues, and the last would show the total of the two.

C.2. Pecide whether these statements are True (T) or False (F).

1. The fact that companies confessed having lied in their reported acco-
unts led to accounting reform.

2. Accounting exactitude always collapses during times of economic
strain,

3. Special-purpose entities allow companies to reveal hundreds of milli-
ons of dollars of liabilities.

4. As pension schemes of some companies are in deficit they are recor-
ding losses.

5. Profits will become more volatile because of big swings in values.

8. In the long run the march to market value is inevitable,

“® D. Yocabulary

D).1. Learn the vocabulary and make up your own sentences,

volatile{adj) — of a quickly changing, undependable nature, espe-
cially easily becoming dangerous

keep up with ( phrv) — to prevent something from falling to a lower
level

choke off (phr v) — to stop, get rid of, or prevent

market value — how much people would be willing to pay for so-
mething, rather than a value calculated as a summary of costs

historic cost — the price paid for an asset when it was bought, rat-
her than what it is worth now

shareholder’s equity — the difference between the value of a com-
pany’s assets and its liabilities other than those to shareholders. In
principle, this what the company would be worth to shareholders if it
stopped trading, its assets were sold and its debts paid

swing(v) — to change from one level, rate, or position to another so
that a situation is the opposite of what it was before

arrive at(phrv) — to reach, especially after much effort or thought;
come to
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pro-forma (adj) -— pro-forma figures, results, etc. which are not
complete or final, but show what is expected to happen
reconcile {v) — t0 make two accounts or statements agree or add
up to the same total
off-balance sheet — off-balance sheet items, activities, debts, etc.
are ones that a company does not show on its balance sheet, but in
notes added to it
stock option — an option to buy shares at a particular price, The
pay of a company’s top managers often includes stock options in the
company they work for
litigious {adj) — too willing to take complaints to a court of law
book value — the value of an asset or group of assets in a com-
pany's accounts, not necessarily the amount they could be sold for
fiddle (v) — to prepare {(accounts) dishonestly to one's own advantage
profit-and-loss account — a financial statement showing the fi-
nancial results of a company’s normal activities for a particular period
of time, usually the financial year
fair value — the value of a business’s assets based on the amount
of money that could probably be obtained if they were sold
D.2, Give English equivalents to the following words and expressions:
+ MOIIEHHHYATD, cosepmaTb MaXHHAIH,
fIeps8OoHAYaIbHAA CTOHMOCTD aKTHEA;
0BOCHOBARTIANA CTOMMOCTD;
HeYCTOHYNBbhIH;
ﬁaﬂa}lCOBaH CTOMMOCTE AKTHBOB,
cobMoNaTh, NPUACPKUBATHCS;
cueT npubsiieil 1 yOBITKOE;
AOCTHTATE;
aKL{HOHEPHBIH KanWFam
YCTPAHUTH;
upeaBapHTeIbHbII;
roanexanit cynebHOMY pa3OHpaTenhCTEY,
roNneGarpes;
QoHAORBIH OTILHON;
PLIHOYHASA CTOMMOCTD;
COTAaCOBBIBATE,
BHebANTAHCOBLI OTYET,

L I . T T S
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D.3. Choose an appropriate word or expression from the box to
complete the following sentences.

fiddling pro-forma market values
volatile choke off swing
keep up with reconcile

1.

[ a]

In the 1990s, accountants were not able to ... the tricks that were tho-
ught out 1o help companics inflate their profits.

. Accounts need Lo be more ... and less precise to reflect reality.
. Those who set accounting rules thought it was very important to ...

the most obvious loopholes.

. The growing use of ... for assets and liabilities is guing to make sharc-

helders’ cquity and profits ... around far more than in the past.

. Companics used to report huge profits in their ... earnings statements,
. Companies have to show how they ... their pro-forma figures with the

numbers produced according to GAAP rules.

. To value more of their assets and liabilities at market prices will help

stop executives from ... their accounts.

D.4. Give synonyms for the italicized words in each sentence below,
or briefly explain their meaning,

1.

The procession of companies admitting to having lied in their repor-
ted accounts has undermined faith in corporate numbers and put the
accounting profession under pressure to change its ways.

. This may sound worryingly uncertain, but it might be better than

trying to rely on a brittle illusion of accounting exactitude, which is
fiable to collapse during times of economic strain.

. Accounting principles were shamelessly abused in the years of the

stockmarket bubble.

. The standard-setters may yet have a fight on their hands.
. This is the vexed issue of when precisely to include revenuc in the

accounts—for example, when an order is made, when it is shipped, or
when payment is received.

. As share prices soared, people pointed to the growing gap between

the book value of companies and their market capitalization as evi-
dence of the irrelevance of accounts.

. The way to make them morc relevant is, standard-setters believe,

to force companies te mark more of their assets and liabilities o
market.
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Make a summary of the text

Use the active vocabulary.

# F. Grammar notes

The Participle

The past participle (passive) and the perfect participle (passive).

(For the present participle see Unit “Banking™).

& 1. Form. The past participle of regular verbs is [ormed by adding -ed
or -d to the infinitive, e, g., worked, valued. The past participle of irregular
verbs is the third form, e. g., written, gone.

§ 2. Use:

+
*

as an adjective: stolen money, a written report, a vexed issue;

to form the perfect tenses/infinitives and the passive voice: ke has
reconciled, to have fiddled, it was marked to the market;

the past participle can replace a subject + passive verb: As he was con-
vinced that they were trying to abuse their rights he compelled them to
leave the company. = Convinced that they were trying to abuse their
rights he compelled them to leave the company;

the perfect participle passive (having been + past participle) is uscd
when it is necessary to emphasize that the action expressed by the
participle happened before the action expressed by the next verb: Ha-
ving been warned about the visit of an audit commission, he reconciled
all the accounts.

Differences of meaning. A few participles change their meaning accor-
ding to their position. Compare:

* & + + @

*

a concerned expression = a worried expression;

the people concerned = the people who are/were affected;

an involved explanation = a complicated explanation;

the people involved = the people who are/werc affected;

an adopted chiid = a child who is brought up by people who are not
his biological parents;

the solution adepted = the solution that is/was chosen.

‘Very’ with past participles. When a past participle is used as a gradable
adjective, it can usually be modified by very. This is common with words re-
ferring to mental states, feelings and reactions. A very frightened animal,
a very shocked expression, They were very bored, She looked very surprised,
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Common exceptions: much mistaken, well known.
§ 3. Participle constructions:

+

object + past participle. In this structure, the past participle has
a passive meaning: He wants the report finished by the Annual Me-
eting,

‘have’ + object + past participle. This structure can be used to talk
about arranging for things to be done by other people. The past parti-
ciple has a passive meaning. We have our accounts checked every
week;

‘get’ + object + past participle. This structure can be used to mean
finish doing something. The past participle has a passive meaning. ft
will take me another hour to get the report written;

‘make’ + reflexive object + past participle. In a few cases mnake can be
followed by myself, yourself, etc. and a past participle. The structure
is common with understood, heard and liked /distiked /hated. I don’t
know English, but I can make myself understood;

(preposition) + noun + past participle + main sentence: With sia-
te pension systems stretched by the ageing of Eurvpe’s population,
investors ave turning increasingly to mutual funds.

F.1. Identify all the past participle forms in the text “True and fair is
not hard and fast” and put them into the apprepriate columns,

Adjective Perfect Passive Infinitive

reported accounts has undermined were devised ic be stated

F.2. Translate the following sentences into Russian paying atteation
to the participles,

1.

These are the first sets of results produced by companies in America:
they are unaudited and do not follow America’s GAAP (Generally
Accepled Accounting Principles).

. Since the end of March this year, companies have been compelled to

show how they reconcile their pro-forma figures with the numbers
subsequently produced according to GAAP rules, of which there are
hundreds.

. These include the “special-purpose entities” made famous by Enron,

which gave them the names of suitably fanciful characters in the Star
Wars movies.

. Most significant of all, pechaps, is the attempt to force companies to

account for stock options granted to their employees.
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5. Yet another goal is to shift the world’s body of accounting standards
away from rules (the approach favoured in America) towards prin-
ciples {more influential in Britain),

6. The hard rules embedded in America’s GAAP have helped devious
financiers to design structures that chey the letter of the law but ig-
nore the spirit.

7. As share prices soared, people pointed to the growing gap between
the book value of companies (what. appeared in their accounts) and
their market capitalization (valued on stock exchanges) as evidence
of the irrelevance of accounts.

F.3. Choose a verb from the box to complete the spaces in the article,

called audited decided made increased
clung obliged given repeated  presented
measured wild-eyed

Try Revolution, not Evolution

“The Economist”

Closing up some obvious loopholes, bringing in more market valuation
and taking away some jargon — these are all important changes. Together,
though, they amount to patching up the existing system. It is not surpri-
sing that accountants have (1) ... to fix what is there already: they are on
the whole a conservative bunch and not (2) ... to experimentation. Some of
them, however, would like to see a far more radical rethink of accounts.

Regulators also believe that companies should be (3) ... to give out new
sorts of information, There should be new sections in annual reports on
companies’ intangible assets and on “key performance indicators” — such
as employee turnover, customer acquisition cost or inventory turnover.
The single most important thing that regulators could do to improve acco-
unts, says Lynn Turner at Colorado State University and a former chief
accountant at the SEC, would be to make companies report (4) ... key per-
formance indicators,

The company would then have to state in its annual report what percen-
tage of its numbers derive from estimates and what portion are verifiable
facts: analysts might choose to apply a discount, reflecting the (5) ... risk,
to companies with a high level of estimates. In subsequent years, the com-
pany would be (6) ... to go back and check how well its estimates had (7) ...
up to reality, much as governments go back and revise GDP estimates.
Over the long run, says Mr. Turner, managers of companies would not be
able to get away with (8) ... big misses.
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Although companies and their auditors pretend that they can work out
a single profit figure and a single net-assets number, the truth is that acco-
untants do not know exactly how much money a company has (9) ..., nor
exactly how mnuch it is worth at any one moment. Realistically, the best
they can hope for is a range — “X corporation made somewhere between
$600mand $ 800 m” — depending on, for instance, what assunption is (10) ...
about the likelihood that its customers will pay all the money that they owe.

Throughout the history of accounting, some folk have (11) ... for acco-
unts to be (12) ... in the form of ranges, Mr Holgate, for instance, a partner
of the world’s largest accounting firm and by no means a {13) ... radical,
believes that presenting profits in this way would be much more realistic,
For understandable reasons, though, the world has (14) ... to the illusion of
certainty and exactness.

G. Speak up

Answer the following questions.

1. Why is the problem of the transfer of the Russian banking sector to
international standards so vital?

2. Why has the problem of reporting in accordance with international
standards appeared in Russia?

3. What is the difference between Russian national accounting stan-
dards and international?

H. Reading the English newspaper

H.1. Read the article and do the exercises.

Spring Fever

“The Economist”

A new device to embellish the books of Japanese companies,

In the spring, a Japanese politician's fancy usually turns to propping up
the stockmarket. In years gone by, Japan's policymakers have suddenty
tightened rules on shost-selling and dreamed up a public stock-buying en-
tity to shore up prices in time for March 31st, the end of most companies’
financial year. This has boosted the book value of corporate cross-share-
holdings — a boon, in particular, for the country's banks and life insurers.
Not since 1982, however, has the Nikkei 225 stockmarket index ended
March as low as it did this year. Many companies have large, unrealized
losses in their equity portfolios.
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The ingenuity of the old guard in the Liberal Democratic Party (LDP),
which leads Japan's governing coalition, is not yet exhausted. If stockmar-
kets refuse to rise, these politicians will do the next best thing: revise acco-
unting regulations so that sagging share prices need not be reflected in
companies’ year-end accounts, Led by Hideyuki Aizawa, head of the LDP’s
powerful committee on anti-deflation policies, and Taro Aso, the party’s
policy chief, they are putting the finishing touches to a bill that tempora-
rily suspends mark-te-market accounting for banks, life insurers and
10,000-0dd listed companies,

The bill will enablc companies to choose whether they want to value their
“long-term” equity holdings at acquisition cost, or at market prices. The
idea draws on a similar exemption for bonds that life insurers plan to hold
to maturity, even though, unlike bonds, equilies do not mature. It is not
clear how long the freeze will last; estimates range from two to five years.

The LDP, concerned that falling property prices will dent corporate acco-
unts, also wants to delay by two years the introduction of impairment accoun-
ting for fixed assets, currently scheduled for 2005. The politicians want mar-
Let-value accounting to be suspended by May, betore companies have to report
their earnings for the previous financial year. At their urging, the Accounting
Standards Board of Japan, an independent body that supposedly sets acco-
unting standards, has agreed to study these proposals on April 17th. Still,
the accounting body is unlikely to adopt the plan in time for May, if at all.

That may not matter: the politicians’ efforts are gathering stean, and
they are ready to push through a privately sponsored bill within the next
month or se, even without the accounting board’s support. Still, the bill
will probably oniy help a few companies. Those that revert to valuing sha-
res at purchase prices will immediately look weak. Besides, say analysts, it
will be fairly easy to calculate roughly how their books would have looked
had they stuck to market-value accounting. A recent survey of 225 listed
companies by the Nihon Kejzai Shimbun, a newspaper, found that 83 %
would still mark to market.

So why are the politicians so keen? Most likely, they want to help the
struggling, mainly mutually owned, life-insurance industry, which is tho-
ught to have had unrealized equity losses of ¥ 2 trillion ($ 16.6 billion) at
the end of March. Regulations say that if a life insurer’s capital, dented by
such losses, falls below a certain level, the firm may not make interest pay-
ments on certain types of subordinated debt: in effect, it must default. The
negative publicity could then lead to policy canceilations and even the col-
lapse of some insurers. Freezing market-value accounting would wipe un-
realized losses from the books.
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The LDP’s device may yet fail. It is opposed bitterly by some within the
party and by regulators. Hirofumi Gomi, head of the supervisory division
of the Financial Services Agency, [apan’s financial regulator, says that
changes in accounting practice should be left to professionals. “Personally,
1 am against the proposal,” he says. “This will lead to a loss of confidence in
Japan’s financial markets,”

H.2. Answer the questions,

1.

2.

3.
4,

-

J.

Why are the Japanese politicians interested in propping up the
stockmarket in the spring?

What measures will the LDP’s leaders take in case stockmarkets re-
fuse to rise?

What opportunities does the bill provide for the Japanese companies?
Why does the LDP want to delay the introduction of impairment
accounting?

Why are the politicians so keen?

H.3. Decide whether these statements are True (T) or False (F).

1.

LR o L0 D

The fact that Japan's policymakers tightened up rules on short-sel-
ling has become an advantage for the country’s banks.

. The bill will advance the mark to market accounting,

. Bonds do not mature unlike equities.

. The plan will not be adopted till May.

. Without the accounting board’s support peliticians are unlikely to

push through a privately sponsored bill.

H.4. Match up the words with definitions and translate them into

Russian:

1) short selling; a} to make (a statement or story} more interesting by adding
untrue details;

2) propping up; b) to fall in value, amount, or level, especially for a short time;

3} to embellish; ¢) debt that a borrower in financial difficulty will not repay
until after other debts are repaid, or of which it will repay
a smaller percentage;

4) boon; d) when a trader sells sharcs immediately after buying them,
and then buys them back later, making a profit because
the price of the shares has fallen;

5) 10 sag; e) to officially stop something from continuing or happening
for a short time;

6) impairment; f) something very helpful or useful;

7) subordinated debt; g) supporting, keeping from falling or failing;
8) to suspend. h) weakening or making worse.
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H.5. Read the article once more, find the sentences containing the
past participles and translate them into Russian,

H.6. Make up the outline of the article and then render it.

l. Reading the Russian newspaper
I.1. Read the article, find key sentences and translate them into English.

«CaMOCTOATEAbHBI HAAQTOBBIH Y4eT BYAECT He HYXKeH»

<Bpess wosocmeii»

MunakonosmpassutTis 11 MunhuH poaKIb PaspaBoTATh KOHIEMIITIO
PA3BMTHA CHCTEMBI YYETA H OTYETHOCTH HA CPEIHECPOUHYIC TePCIEeKTHRY,
RPeAYCAIATPHUBAIONIYIO TICPEBOA POCCHICKOH OyXranTepnu Ha MexXyHa-
poausie cTaHAapThl GrHancosoil oTyerHocTH (MC@DO). 3astpa B M3PT
pofieT OTKPLITOE COBelllalile, Ha KOTOPOM BCe 3alINTepecoBalHbIe CTOPO-
HBL, B TOM 4IECJTIe H 0DIIeCTBeHHbIC OPraHusalli i, BhicKaxkyTed 0 cobeThed-
HOM BHEEHWH 5Toro Npoltecca. O BO3MOKHBIX NYTAX Mepexola pacckasan
[JaBa AcNapTaMeHTa KOPHNOPATHBHOMO YOPABICHHA H HOBOI 2KOHOMUKH
Mnuakononpassutust Poccun Lepen Lepenos.

Kcratu, HeobxoquMo pasgeaTs TOHATHA «Dyxrantepekiii yuets u «u-
HAHCOBasi OTYETHOCTE». YUer — aTO OTpiukeHle B OYXTAITepHil BCeX Xo-
3AIECTBeHHABIX Onepallit, A OTYeTHOCTh — 3TO CBOAHBIC AAHHDIC 33 ONpe-
AeNeHHBIl mepyHo BpeMeHIL

— Kak, no MHenyio MOPT, nomkeH ocyllecTBAATLCS DTOT Nepexoil?

— Ml npefjaraeM BapHaHT MOCTENEHHON MHOepaIM3AIIMH LOCYIap-
CTREHIIOTO PETYANPOBANMA ClICTeMBL GyxyueTa, OcobettHo BaXKHO TIpHBIE-
Karh MpogeccHoHabHOE co00IECTBO K BOTIPOCAM PeryJHpoBaHus. Mbl
CUTTAEM, YT AOHKHO OLITH COBMENIeHHE TOCYAAPCTREHHOTO H HeTacy/1ap-
CTBEHHOTO PeryAHPoORAHUA. Myl Apenaaraem 4acTh FOCYIapCTBEHHBIX MTON-
HOMOUIA [0 peTyAHpoBaHITio OyXydera nepefarh CelHAIBHO CO3IAHHOMY
HerocynapeTeeHHOMY HanloHATBHOMY COBETY 110 BOTIPOCaM MeXAyHapoa-
HBIX CTAHAAPTOB dylancoBoll OTUETHOCTH. ITO YTO KacaeTes Gyxraa-
TEPCKOTO VYeTa,

@uHaHCOBas OTYETHOCTb HYXK1A 4451 AKIIHOHEPOR, KPEAUTCPOR, Cob-
CTBCHHWKOB ¥ 3aHIITEPECOBaHBLY ATMIL, a e A5 rocyAapcTRa, eIl OHO He
BRICTYRNaeT kak coGcTBeHHUK. [iA rocyaapeTRBa HyKHa HATIOTOBas OTYeT-
HOCTh. B oTHoweHHH ¢iHaHCOBOH OTYETHOCTII TOCYAAPCTRO JOMKHO Tpe-
H0BaTh TOALKG, YTOGH OHA COCTABMAAACEH i1 Bbiaa oTEphtTol. Ho rocynap-
CTBO HC B COCTOAHHM KOHTPOJIUPOBATE KA4eCTBO (PHHAHCOBOI OTUSTHOCTH
BCeX NMpeAnpUATHIT,
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[Tepexon na MC®O, 1o HameMy MHEHHO, IOJDKEH OCYLIECTBIATHCA
nocTellehHo. IlepBbIMH Ha HOBYIC OTYETHOCTD, BOSMOKHO, Yike ¢ 2004 1.
BMecTe ¢ OaHKaMit epeiiayT OTKpuIThie akuuonepHbie obuectea (OAQ),
AKLMH KOTOPHEIX KOTHPYITCS Ha (POHAOBBIX PblHKax. 3aTeM, Npeanomo-
suTeabHo ¢ 2006 r., 6yayT nepexodHTh RyGJHYNbIE KOMIAHHY, leHHble
fyMarn KoToprix 00painakTca Ha JoHA0BOM PhlHKe. A TAKXKE Te rocyaap-
CTBeHHble YHHTAPHBIE NPEANPHATHS, KOTOPbBIE JOXKHEYT A0 9TOr0 BpeMe-
Hi. ¥ nocaegiumil, rae-to k 2010 r., mepefizyT KOMMOAHIIM, AKIHH KOTO-
phiX He obpantaTea Ha GOHAOBLIX PBIHKAX, 4 TaKXKe Te, KTO COCTABIACT
ordeTHocTh o US GAAP. Pasunua mexay MCDO u US GAAP He taxas
yx Bonbiuas, 0cobeHHO 10 CPABHCHHID € POCCHICKHME CTAHAAPTAMH,

ManpiM npeaAnpUATHAM Boobile He IoHaao0HTea TepexoauTh ha MC DO,
OHM A0JKHB OYIYT COCTABJATE TOJABKO HAJOTOBYH) OTYeTHOCTh. KpoMe
TOTO, M0 HAINEMY MHEHHIO, AelCTBYIOUIME HA CETOAHAHHMNE MOMEHT Ipa-
BiJa OyXy4eTa QOJIKHBL HOCIITh PeKOMEHAATENBHEIR XapaKrep,

— HacKoJbKO 51 MOTY CYANTE, IOATOTOBIEN HAS BAMIE KOHIIETTILHS UMeeT
oueHb Mano 08mero ¢ MUHGHHOBCKOIL.

-~ MuHbHH BBICTYNAET 34 TTOCTENEHHOE COMMKeH e HALIMOHATBHBEX 1 MeK-
AYHAPOIONBIX CTAHAAPTOR, He OTMEHASA TIPH 9TOM TOCYIaPCTBEHHOE PeTyH-
poBanue Syxraarepcroro vueta. IIpodeccHonanbiioe cooGuUIeCTBO, MOKET
6bITh, Koraa-HHOYAER U 6y neT Nomyiueno, MoxeT 6biTh, K 2010 1. ¥ Hac apy-
ras no3uiHs, PeryaipoBanue cieayer nopy4MTs NpodeccHOHAIBHOMY CO-
0BIEeCTRY, H MCHATE HAZO BCIO OTUCTHOCTD, A He OTAebHblE ee YACTH.

ITo muennio Mirthiina, nepexofl Ha MEeXIYHAPOAHBIE CTAHAAPThE HYKEH
TOJIBKO [JI KOHCOMMAMPORaHHoil oTueTHoCcTH. [lpn atom 6yayr aeficrso-
BATh YTBePHAEHIbIC TOCYAAPCTBOM CTaHAAPTLE (PHHAHCOBOH OTYETHOCTH.
Ho nas npeanpustiii Takie Mepbl HPHBEAYT K 3HAUMTEALHBIM CIIOKHOC-
TsM. B oroM cayyae TpyIAHO 2esaTh CBOAHYKO OTUETHOCTD MO MEXAYHAPOI -
HbIM mpapuaaM. Jas npeanpustHit Gyxet Npollle BeCTH eIWHBIH y4eT I
COCTABJAATH HAZOTOBYIO OTYETHOCTH METOAOM KOppeKTupoBok. Kpome To-
ro, Muncun npeaiionaraeT NoATrOTOBHTE 3aKOHONPOEKT 0 CBOAHON (KOH-
COAMAUPOBAHIIOH ) ByXranTepeKkoi OTYETHOCTH, B KOTOPOM [IPORKCATE COC-
TAB U NOPSA0K COCTABACHHA KOHCOMMAHPOBAHHOMH OTULTHOCTU. 3a4eM 3T0
JesaTh, ecad 3To W Tak npeiycMoTpeno B MC@DO? Keratu, Heobxoaumo
TOBOPHTE He 0 CBOAHON OyxXraaTepckoil OTIETHOCTH, 2 O KOHCOAHIWPOBAH-
HoMH $HHAHCOBOI OTYLTHOCTH.

— Cpeau npennpHATHI ocobeHHO CJBIIHBL TO0CA Tex, KTO 3alHTepe-
coBaH B ckopeliuieM nepexoae Ha MC@Q, paccuuThIBAS Ha TPHBJIEYEHNE
MHBECTHLHH, WU TeX, KTO BHIHYXAEH BeCTH 3aNaIHYIo Oy XralTepHio s
ceoeif ToaoBHOMH komnanuu. Ho HHKTO He ToBOPUT 06 OCHOBHOI Macce poc-
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criicknx npeanphstiit. Fu Oyaer ferve Hian choxHee Becrir Gyxraare-
P1o 11 HOBBIM leaBIUIHM?

— Buauase iat Syner cnoxHee, NOTOMY UTO UOHAROOHTCS AepeyuuBsaTh
croMX Oyxrantepor, Ho B To e Bpens Mbl cobupaeMes ocBOBOINTD Npe/l-
NpHATHA OT HEOGXO;‘IHMOCTH COCTABJATE (b[rlHaHCOBYI'O OTYETHOCTh IO
HaNHGHAJTBHLIM CTAHAPTAaM. CaMOCTOSATEMbHOID HAJIOTOBOLC yieTa BeCTH
TaKMe 6y1’l€T e HY AHKHO. ITo HalneMy MHEHIo, [1pl1 CHHM#eHH rocpery-
JUTPOBaHIIA B 00NACTH OYXTAATEPCKOTO YUETA, OTMEH DB 0643aTeTBHOCTH
COCTaBJIEeHIIA I‘I)]IH&HCOBOFI OTUYETHOCTH 110 npaByuIaM 6yxyue’ra, a TalKxke
HCTIOALIOBAHHA €THHOTO YUYETA [PCANTPHATHAM 6y}]ET ANAYHTEABHO npo-
1€ COCTARIATE PHHAHCOBYIO OTYETHOCTD H BeCTH OYXTaATepCcKiil yueT.

L.2. Render the article using the active vocabulary.

). Translation

Translate the following passages into English.

HMHCTPYMEHTbE AAT aHAAM3A QWHAHCOBOTO COCTORHMSA

NPeANPHATHA

Mapuna Cmynaxoea, «Accounting report»

Kak OlIeHUTh C])I*IH&HCOBOE 3A0pPOBRE IIPeANTDHATIIA, MOCTABHTD eMY I1-
arina W Kakle Mepsl NPHHATS 10 €70 03/JI0POBICHHD? JTOT ROMPOC BO3-
HIEKAeT ¥ pyKoBoaHuTeNd 000H akTHBHO gelcTByoweil Ha priHKe opra-
HHIAITITH. MO}KHO MPREIN0OXKNITE HECKOMIBKO MEeTO/10B, H'c’lﬂpl‘l‘.\ﬂlep, ecqIu H
Aadabsiue C.1Ie40BATE L‘IE}IIILIHHCKOI'-i TCDMHHOJIOFHM, MOMHO BHI3BATL Bpa4a,
TO €CTh AYAUTOPA. A MOMKHO JHATHOCTHPOBATE COCTOAHUE MPeANPHATHA
CaMOCTOSATEARHO, HA OCHOBE 6}’XI‘EUITG]')CKOIUI OTUSTHOCTH 11 HOPDMaTHBHBIX
AQHHBIX, KOTOPLIE €CTh HA MODOM [1PEATPUSITHH.

Byxraatepis NpHBbIKIa OTIEPHPOBATL TIABHBIM GOPAIOM aOCOTIOTHbI-
MH DokazaTeaaMi, Ho ToARKO o HUM Jacxke NPH CAMOM ITPHCTANTBIOM
«pPA3lIAIbiBaHIN> ‘IpCSBbI‘!aﬁHO CADHHO CyﬂlfITb 0 TCM, YCNEUIRO JIH paﬁoTa-
eT mpeAnpHaTHE. 3/eCh Ha MOMOUE PYKOBOAUTENO NPHUXOJIAT METOAHKH,
fI03BOJAIOLULIE € [IOMOIIBIO CHCTEMBL OTHOCHTENBHBIX MOKA3ATENEH, BbIYHC-
JAeMBIX HA 6338 JAHHBIX CTa}U]ElpTHOIUI OTYETHOCTH, 6b{CTpO (H B 60ﬂbI]IHH-
¢TBE CAYYAER HE30MUHOOUHO! ) MO YUNTE KAPTHHY (PHHAHCOBOTC COCTOAHHSE
CBOETO 11pe;1npu5n1m ILTH €10 1TAapTHEPOB H Ha OCHOBE MOHHTOPHH ra 9Tiix
HokasaTeJeit B TeYeHHe oNpeleAeHHOTO TPOMEKYTKA BPeMeHH TPHHHMATD
mpaBIIbLHBIE YHPABTEeHYECKHE DelleHMA,

TZ’IKHE‘ METOJHKH (I)HHZ)HCOBOI‘O aHaTH3a pealMHa30BaHbt B CIICIIHAII3H~
POBAHHLIX KOMIBIOTEPHBIX CHCTEMAX, KOTOPBIE CAYKAT HHCTPYMEHTAMHM
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A pyKOBOJIHTGIICﬁ H CIENMANHCTOB NPH NPOBeJeHHW AHArkHOCTHKH M aHa-
JH3A C])HHaHCDBO“XOSHI:iCTBeHHOI‘O THAGKEHNS NMpeJilpHATHA.

IKENpecc-AMarHocTHKa

B nepeyio ovuepedb NpeANpiATHA 3aHHTCPECOBAHB B HCHONb30BAaHHH
aHAAHTHYECKOH CHCTeMBI 1S SKCITpecc-AMarHOCTHKY CBOelt AeATeNbHOCTH,
4TO HeoOXOANMO NPH pPellleHWH 33241 MOHHTOPHHTA [IoKazaTeelt AHK-
BHAHOCTH, POHAOOTAAYH, QOHA0ENMKOCTH H T. A, ITH U APYTHE MoKa3aTe-
AU, T03BOASIOUIMe 0600UIEHHO XapaKTepH30BaTh (PHHAHCOBOE COCTOAHHE
NpeAnpHATHA H 3 deKTHBHOCTD €T GYHKINOHHPOBAHUA, PACCYHTHIBAIOT-
¢4 Ha ocHoBe Byxrantepckoro Hamanca (¢gopaa 1) W oT4eTa O NPUSBHLAAK H
yObiTKax (dopMa 2). AHATU3MPYSA HX, GHHAHCOBDIE CAYKObI NPEANPHATHS
MOTYT HAIYNAaTh eIo «00JIeBhe TOYKH», 3 PYKOBOACTBO — PHHATH HEO6-
XONHMBI¢ YpaBAeHYecKye peitetiis. [Ipit aToM MOAHO He TOABKO HCCHE-
AOBATh cOOCTBENHBIE MOKA3ATENMH, HO I CPABHMRATE HX € AHAIOTHHBIMU
AIOKA3ATE/ASMH KOHKYPEHTOB.

FAyBOoKMiK aHaAW3

DKCHpece-aliaiiig N03BOISMET NPeANPHATHAM 00HAPYKUTH CBON «B0IeBbIE
ToukH». Ho uToOn pasobpathes B IPHYHHAX HX BO3HHKHOBEHS, HeobX0oau-
MG HCTIOB3OBATE Paciiupeiblil Halop (hirHAIICOBBIX RaHHBIX. J14 raydoko-
ro aHa/IH34 B KAYeCTBe MCTONHITKA HHGOPMAIHT OPEMTPUATHIO MOLE3HO0 HC-
TI0JIb30BATH HC TOABKO HaaHC U 0TYET 0 HPHOBLISIX M YOBITKAX, HO H OTYETH
© ABMZKEHHH NeHesKHbIX CPeilCTB H KaliTala, AallHble AeSHTopekoll i kpeau-
TOPCKOL 3uACKEHIIOCTL, pacitiihpoBKH RpHObLAEL 1 VOBITKOB 1 Tak Aajee.

Ha ocHosaliHit aHaNH3a pacuPpeHHOro Habopa AaHHbIX MOKHO FOTOBHTD
PEKOMENAALNH TT0 CHIKEHHIO ceBECTONMOCTH NPOAYKIHH W TOTPeGHOCTH
B 0GOPOTHOM KanyTale, YAVIIIeH O iokas3aTesiel (pOHA0OTAAYH | TIaTe-
HECHOCOOROCTH npeAnpHsITis U Ap. Ero pesyiabTaTBE Takke MOFYT ObTh
HCM0Ab30BAHAL IIPH YIIPABACHHH [IPOH3BOACTEBOM U PEATH3ALMIN MPOAYKIHH
H YCAYT, HPH CO3JAHNN GH3HEC- TIAHOB HHBECTHLHORNBIX npoexTos. [loT-
pebHOCTD B 01CHKe (YHHAHCOBOTO COCTOARNSA TPeAIPUATHS MOKET BOZHHK-
HYTh OPH 2HaJi3e 1C1eco0HPa3HOCTH HOBOH 3MUCCHH aklui WIH ¥ Kpe-
AUTopa APH oLeHKe PilcKOB (hHHAHCHPOBAHHA B IPOEKTHL HPeANpHITHA.

2 K. Case study

Find the annual reports of two or tree major companies of one sector in
the Internet. Study the key income and balance sheet figures. Write a sta-
tement of financial position of each company.



Unit 7

A. Preliminary discussion

1. What banking facilities do you use?
2. What other services do commercial banks offer?
3. What changes have there been in personal banking recently?

B. Pre-reading exercises

B.1. Skim the text and give its key idea.

B.2. Scan the text for the following information.

1. How have banks and thrifts made banking more convenient?
2. What could endanger the stability of the banking system?

3. What has technological progress led to?

C. Reading

C.1. Read the text and answer the questions.

1. Why are the shares of total financial assets of banks and thrifts decli-
ning?

2. How have banks and thrifts responded to the relative decline in tra-
ditional banking?

3. What do banks want changes in the law for?

4. What are the consequences of the increased integration of world fi-
nancial markets?

5. How does E-cash work?
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Recent Developments in Money and Banking

C. R. McConnell, 5. L. Brue

The banking industry is undergoing a series of sweeping changes, spur-
red by competition from other financial institutions, globalization of ban-
king, and advances in information technology.

The Relative Decline of Banks and Thrifts

Banks and thrifts are just two of several types of firms offering financial
services. Although banks and thrifts remain the main institutions offering
checkable deposits, their shares of total financial assets (value of things
owned) are declining.

Pension funds, insurance companies, securities-refated firms, and espe-
cially mutual funds have all expanded their shares of financial assets. Cle-
arly, US households and businesses are channeling relatively more savings
away from banks and thrifts and toward other financial institutions, ma-
inly because these ones generaily offer higher rates of return than do banks
and thrifts. They are able to do so largely because they can participate mo-
re fully than banks and thrifts in pational and international stock and bond
markets. Banks and thrifts have responded to the relative decline in tradi-
tional banking in several ways.

Expansion of Services. In recent years, banks and thrifts has begun offe-
ring a variety of new services. For example, banks have increased their lending
for commercial real estate projects such as housing developments, apartments,
and office buildings. Banks and thrifts have developed new loan “products”
such as home equity loans (loans based on the value of one's house) and
low- or zero-down-payment mortgages. They also now offer a variety of
interest-bearing accounts such as
money market deposit accounts,

Banks and thrifts have made ban-
king more convenient by opening up
full-service branch banks in suburbs
and “minibanks” in shopping malls
and grocery stores. Supplementing
these branches has been an explo-
sion in the number of bank-owned
automatic teller machines (ATMs)
which allow customers to withdraw
cash, deposit checks, move money
between accounts, and make other
banking transactions. They have al-
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so introduced “bank-by-telephone” and, more recently, “bank by Internet”
services,

Push for Regulatory Reform. In 1994 Congress ended Federal restricti-
ons on banks’ branching into other states, and a 1996 reform partially ended
the legal scparation of the banking industry and the securities-related in-
dustry. Banks are now allowed to obtain up to one-fourth of their revenues
from security transactions, This change set up a flurry of purchases of small
security firms by banks. Banks have pressed for further fatitude in enga-
ging in security-related activities. They would like to offer stock accounts,
much as mutual fund companies and security-related companies do now.

Banks point out that less-regulated firms have invaded traditional ban-
king, while banks have been prohibited from offering non-banking pro-
ducts. For example, General Motors and AT&T now offer credit cards, and
mutual fund companies now offer money market mutuat funds, which pay
relatively high interest and on which large checks ($ 500 or more) can be
written. To counter such encroachments, banks want changes in the law so
that they can own and operate companies in any line of business. With
such reform, a bank could merge with, say, an insurance company or even
a manufacturer of cash registers,

Critics of these reforms are concerned that increased participation by
banks in non-banking businesses could endanger the stability of the ban-
king system. Losses in other lines of business during times of recession
might cause the firms to fail, collapsing their banking operations along with
them, Such bank failures might undermine confidence in the entire banking
system and in the Fed's ability to maintain an adequate supply of money.

Globalization of Financial Markets

Another significant banking development is the increased integration of
world financial markets. Major foreign financial institutions have operati-
ons in the United States, and US financial institutions do husiness abroad.
For example, VISA, MasterCard, and American Express offer worldwide
credit card services. Moreover, US mutual fund companies now offer a
variety of international stock and bond funds. Globally, financial capital
increasingly flows in search of the highest risk-adjusted returns, As a re-
sult, US banks must increasingly compete with foreign banks for both de-
posits and loan customers. Recent advances in computer and communica-
tions technology mean the trend toward international financial integration
is likely to accelerate. Nevertheless, we must not overstate the extent of
this globalization, Studies indicate that the bulk of investment in the ma-
jor natiens is still financed through domestic savings within each nation.
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Electronic Money

Technological progress has also led to a new form of money: electronic
cash and “smart cards.” Although still in their infancies, these innovations
potentially are of great significance to commercial banks, thrifts, and
central banks,

Electronic money, dubbed E-cash, is simply an entry in an electronic file
stored in a computer. The Internet and the widespread availability of personal
computers have made it possible for individuals to use E-cash instead of checks
or currency in making transactions, E-cash is deposited, or “loaded,” into the
account through Internet payments such as a paycheck, retirement benefit,
or stock dividend. It is withdrawn, or “unloaded,” from the account through
Internet, easing payments to others for a wide variety of goods and services,

In the future, account holders will he able to load sums from their E-cash
accounts onto so-called stored-value cards. These smart cards are plastic cards
containing computer chips which store information, including the amount
the consumer has loaded. The amount of each purchase or other payment is
then automatically deducted from the balance in the card’s memory. Con-
sumers will be able to transfer traditional money to their smart cards through
their computers or telephones or at automatic tetler machines. Thus, ne-
arly all payments could be made with a personal computer or a smart card.

C.1. Decide whether these statements are True (T) or False (F).

1. Sweeping changes in the banking industry result from the lack of

competition between banks and other financial institutions.

2. Banks spur housing developments, construction of apartments and

offices.

3. Recently the pumber of automatic teller machines have dramatically

decreased.

4. After a 1996 reform banks are allowed to obtain more than one-fo-

urth of their revenues from security transactions.

5. Competition for deposits and loan customers has become tougher as

a result of the increased integration of world financial markets,

W D. Vocabulary

D.1. Learn the vocabulary and make up your own sentences,

sweeping changes — changes that affect many people and make
a big difference

spur (v) — to urge or encourage forcefully to work harder, perform
better, etc.
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thrift{n) — inthe US, a savings and loan association or savings bank

rate of return — the amount of profit that a particular investment
will make, expressed as a percentage

real estate — land or buildings

housing development — a piece of land on which houses have be-
en built, usually close together, in a planned way

home-equity loan — an additional lean that a borrower takes out
on a particular property, as a way to obtain money

down payment — the first payment made in the repayment of a lar-
ge debt such as a mortgage

money market deposit account — an account held on the money
market

flurry (n) — sudden confusion or excitement

latitude (n) — freedom to do, say, etc. what one likes

money market mutual fund — fund that invests in certificates of
deposit {= money put into banks for a particular period of time), com-
mercial paper (= money lent to companies for short periods of time}),
and treasury bills {= government borrowing over short period of time)
rather than shares, company bonds, etc.

encroachment (n) — gradually taking more control of someone’s
rights, property, responsibility, etc.

undermine (v) — to weaken or destroy gradually

overstate (v) — to state too strongly, making things appear better,
warse, or more important than they really are

smart card — a small plastic card with an electronic chip that re-
cords and remembers information

dub (v} — to name humorously or descriptively

pay check — a check that pays someone’s wages

D.2, Give English equivalents to the following words and expressions:
+ CMApT-KapTa, HHTEe/JNeKTYaAbHAsd KapTa;

¢ cbeperaTeqbHoOe yupexaeuue (cbeperaTenpHblil HaHK NIH ceylo-cHe-
perateabHas acCOLHAINA);

¢ KPEJHT, OGQCHE'{EHI{beI AHHIAEBIM JOMOM IO prHO‘:IHOI".‘I CTOHMOCTH MH-
HYC CYMMa NepBOl HIIOTeKH,;

OKPECTHTD, JaTh NPO3BHILE;
PaauKalbHbie,/Pa3UTeNnbHbIE ePEMEHBI;
YeK Ha MOJyveHHe 3apaboTHOR MIaThHi;
BoAHeHHe; CyeTd, CYMaToXxa;

- &+ + »
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¢ noOVHKIATE, MOACTPEKATD;
+ crodona; CaMOCTOATENLHOCTh;
¢ KWNAA 3aCTPOiika, KUANUIHOE CTPOHTENLCTRO;
+ IIpeveenHviiBaTh,
¢ HeABMKHMOe HMYUIECTHO, HeABILKHMOCTD;
¢ BTOPXKeHHe, 3ax8aT (ILOCTCNERHBIN ), OCATaTe/lbCTBEO;
+ HOpMa NprOLLIT;
¢ WHBECTHIMONHBIH oyl OTKPLITOTO THIA;
¢ MepBast BBLIATA, ABAHC;
¢ MOAPHIBATH;
¢ Jlefo3NTHBI cUeT JeHCHKHOTO PHIHKA.

D.3. Choose an appropriate word or expression from the box to
complete the following sentences.

flurry encreachments  rates of return undermine
spurred latitude home-equity loans

1.

]

7.

Sweeping changes in the banking industry have been ... by competiti-
on from other financial institutions.

. Other financial institutions generally offer higher ... than do banks

and thrifts.

. Banks and thrifts have developed new loan “products” such as ... (lo-

ans based on the value of une's house) and low- or zero-down-pay-
ment mortgages

. This change has set up a ... of purchases of small security firms by

banks.

. Bank failures might ... confidence in the entire banking system,
. Banks have pressed for further ... in engaging in security-related acti-

vities.
To counter ... of mutual fund companies, banks want changes in the law.

D.4. Give synonyms for the italicized words in each sentence below,
or briefly explain their meaning.

1.

2

Although banks and thrifts remain the main institutions oftering chec-
kable deposits, their shares of total financial assets (value of things
owned) are declining.

Pension funds, insuratice companies, securities-related firms, and es-
pecially mutual funds have all expanded their shaves of financial as-
sets.
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3. They would like to offer stock accounts, much as mutual fund compa-
nies and security-related companies do now.

4. Globally, financial capital increasingly flows in search of the highest
risk-adjusted returns.

5. Inthe future, account holders will he able to load sums from their E-cash
accounts onto so-called stored-value cards.

E. Make a summary of the text

Use the active vocabulary.

# F. Grammar notes

Participles as Conjunctions and Prepositions

§ 1. Participles as conjunctions. The following participles can be used
as conjunctions to introduce adverbial clauses of condition, concession and
reason: provided/providing, granted/granting (npu ycaoauu, npunumasn
60 gnuManue), supposing, assuming (eciu, donycmum, npecnoIoNCUM,
umo), seeing + (that) (nockoabKy, NPUHUMAS 6O BHUMAHUE, YUUMbIBAS, 86U -
dy mozo umo).

E. g.: You can get a loan provided you have high salary.

§ 2. Participles as prepositions. The following participles can be used
as prepositions: given (npu waruwwu, ecau yyecns), failing (npu omcym-
cmau ), regarding, considering, respecting (omuocumensro), pending
(0o, 8 oxcudanuu), following (scaed 3a), barring (xpoue, 3a uckmouenuen).

E. g.: Given favourable conditions our bank can enter the world market.

The ‘-ing’ Form
§ 1. The two functions of the ‘-ing’ form. Gerunds and present participles
are formed from verbs and always end in -ing. Therefore words like playing,
writing, etc. can function as gerunds or as participles. The -ing form is us-
ually called a gerund when it behaves like a noun, and a participle when it
behaves like an adjective. In this unit we will consider the -ing form as
present participle. (For gerund see Unit “Monetary and Fiscal Policy.”)
§ 2. The use of present participle:
+ as adjectives; Existing rulebook, banking system, sweeping changes;
+ to form the continuous tenses: A further €200 m would be written off
against the private equity portfolio, which is currently running down,
including € 100 m for goodwill impairment. For the past five years, the
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world’s financial reguiators have been working on a new set of rules for
bank capital, called Basel 2;

+ ‘have’ + object + present participle: We will have g new branch ope-
rating in fune. All banks had people withdrawing their money after
the crisis. [ won’t have them taking rhis loam,

+ apresent participle can sometimes replace a relative pronoun + verb:
People who wish to open accounts = people wishing to open account;

¢ Present participles/participle phrases such as adding/pointing
out/reminding/warning can introduce statements in indirect spe-
ech: The bank employee told me to fill in the form, reminding that a mi-
nimum deposit should be $ 250,

+ verbs of sensation ‘see’, ‘hear’, ‘feel’, ‘smell’, ‘perceive’ and the
verbs ‘listen to’, ‘notice’, ‘observe’ and ‘watch’ can be followed by
object + present participle: The bank manager watched his emplo-
yees doing their job properly;

+ ‘catch/find/leave/keep’ + ohject + present participle: He caught
them stealing the money from the bank,

¢ ‘go/come/spend/waste/be busy'. ‘Go’ and ‘come’ can be followed
by the participles of verbs of physical activity (set expressions: e. g.,
the verb shop): He goes swimming every day. I am going shopping
today. ‘Spend/waste’ + an expression of time or money + present
participle: She spent a lot of money buying her clothes. He was busy
writing a report.

§ 3. A present participle phrase replacing a main clause:

+ when two actions by the same subject occur simultaneously it is us-
ually possible to express one of them by a present participle. He
answered the questions, He presented the evidence, = He answered the
questions presenting the evidence;

+ when one action is immediately followed by another by the same sub-
ject the first action can often be expressed by a present participle.
The participle must be placed first; He cashed the cheque and paid ail
his debts, = Cashing the cheque he paid all his debis,

+ when the second actton forms part of the first, or is a result of it we
can express the second action by a present participle: She took a loan,
buying a car.

§ 4. A present participle phrase replacing a subordinate clause:

+ these constructions are chiefly found in written English. The present
participle can replace ‘as/since/because’ + subject + verb, i. e, it
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L

*

can help to explain the action which follows: Knowing (As he knew)
he wouldn’t be able to find a bank on his jowrney he cashed his cheque;
note that ‘being’ at the beginning of a sentence will normally mean
‘as he is/as he was": Being a student he was interested in foreign lan-
guages;

the subject of the participle need not be the same as the subject of the
following verb: The day being fine, we decided to go the country.

§ 5. The perfect participle (active):

+
+

‘having’ + past participle: e, g., having written;

the perfect participle emphasizes that the first action is complete be-
fore the second one starts, but is not normally necessary in combina-
tions of this kind, except when the use of the present participle might
lead to confusion. Reading the instructions, he snatched up the fire
extinguisher might give the impression that the two actions were si-
multaneous. Here, therefore, the perfect participle would be better:
Having read the instructions, he snatched up the fire extinguisher.

F.1. Translate the foliowing sentences into Russian paying attention
to the participles.

1.
2.

3.

Provided banks carry more risks more capital should match these risks.
Assuming the rules are due to be applied in January 2007 bank capi-
tal rules must be practically set in stone by May 2003,

The study suggests that the complex new risk weightings will produ-
ce appropriate levels of capital for most of the world banks granted
they are applied to different types of asset.

. Granted, the Federal Reserve has always said that it would apply Ba-

sel 2 only to “internationally active” banks. The surprise is that this
means so few,

. Given that Basel 1 will not be deemed equivalent within the EU after

2006 American banks will not be able to operate in the EU,

. Does global monetary policy need to be eased? A strange question to

ask in the US, given that its economy is currently stretched as tight
as adrum,

. Members of the European Parliament (MEPs) might also try to res-

hape the new rules following the attempt of American congressmen.

. Today's inflation report from the Bank of England shows that follo-

wing the Governments tough action to get the economy back on the
track, growth is set to strengthen through next year with inflation
falling to its 2.5 per cent target.
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F.2. Make up your own sentences using: provided, granted, assu-
ming, given, following, etc.

F.3. Identify all the ‘-ing’ forms in the text “Recent Developments in
Money and Banking” and translate the sentences into Russian.

F.4. Choose a verb from the hox to complete the spaces in the article.

including underlying encouraging running
happening loss-making

Deutsche Bank Sees Signs of an Upturn

FPatrick Jenkins in Frankfurt and Phil Davis, «Financial Times»

Deutsche Bank on Wednesday said it had seen “(1) ... signs” of a turn-
round of markets, as it reported a first-quarter loss.

The €219 m (% 244 m) net loss had been widely expected after the Ger-
man bank warned earlier this week of E 1.2bn in writedowns on its equity
portfolio.

The loss, for the period to March 31, compares with a profit of €597 m
in the same period last year.

But Deutsche said (2) ... pre-tax profits were up 72 per cent to €350 m,
mainly driven by high bond issuance income ~ a performance that echoed
recent first quarter results from the big US banks,

In addition, a programme of cost-cutting had reduced headcount by
15,000 to 71,000 in little over a year.

Josef Ackermann, chairman, said: “In view of our strongly reduced cost
base and improved risk profile, we are well prepared to profit quickly and
comprehensively from a market turnround. We are already seeing the first
(3) ... signs of this (4) ... .”

Of the writedowns, €500 m related to Gerling, the (5) ... insurer in which
Deutsche has a 34.5 per cent stake.

On Tuesday Deutsche and Swiss Re said they would pump a combi-
ned € 180 m into the embattled group.

Aside from Gerling, Deutsche said it would make net writedowns
of € 400 m against other investments (6) ... its stakes in Fiat, the (7) _.. Tta-
lian industrial group; EFG Eurobank in Greece; and Germany's MG
Technologies.

A further € 200 m would be written off against the private equity portfo-
lio, which is currently (8) ... down, (9) .. € 100 m for goodwill impair-
ment.

The charges were partially offset by €503 m in asset sales, notably that
of Deutsche’s custody business.
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G. Speak up

G.1. Answer the following questions.
1. What are the main services a bank should provide?
2. Which foreign banking system do you most admire? Why?

G.2. Discussion topics.

1. Discuss the strengths and weaknesses of the banking system in your
own country,

2. Give your reasons for and against state-owned banks.

H. Reading the English newspaper

H.1. Read the article and do the exercises.

Bad Debts and More Bad News

Krishna Guha, “Financial Times”

It is generally agreed that the banking system is malfunctioning, and
the amount of credit outstanding is in steady decline.

Is Japan’s economy in a mess because its banks are so weak they cannot
lend? Or are the banks unable to lend because the econemy is in such a
poor state there is no demand for credit? This is probably the most impor-
tant line dividing the two main schools of thought on what is wrong with
Japan — and what needs to be done to get its economy growing again.

On one side are those economists who argue that bank credit is falling
because the banks — which have massive bad debts and weak capital struc-
tures — cannot support any new lending. On the other, those who argue
that it is impossible to find creditworthy borrowers since the corporate
sector already has too much debt, the economy is shrinking and prices are
falling. In any case, they say, bank lending will inevitably decline as big
companies make more active use of capital markets.

No one disputes that the banking system is malfunctioning, and the amo-
unt of credit outstanding is in steady decline. Tales abound of banks tur-
ning away depositors because they do not know what to do with the mo-
ney — even of banks placing deposits with competitors and having to take
them back after being found out.

The issue is one of cause and effect. Not surprisingly, most businessmen
believe there is a supply of credit problem, and most bankers believe there
is a demand for credit problem. “There is no demand for loans,” says Toru
Hashimoto, retiring chairman of Mizuho Holdings. There is some truth in
both arguments. Japan's banks are preoccupied with their bad debts, which
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threaten their survival. Estimates of the total amount of loans which will
eventually have to be recognized as bad range from ¥ 70,000 bn to more
than ¥ 200,000 bn.

In many cases, the total loss after collateral would wipe out all or most
of the banks’ capital. No matter how freely deposits are available, banks
need capital to make loans, particularly riskier ones. But government bonds
are risk-free assets for regulatory purposes (in spite of the substantial mar-
ket risk}.

So money pours into Japanese government bonds. As a result, even tho-
ugh Japan’s government is under attack from the ratings agencies, 10-year
JGBs yield only 1.35 per cent. Highly rated companies — particularly tho-
se able to choose between bank loans and raising finance through bonds or
commercial paper — also enjoy easy access to credit.

“The banking sector is obviously a matter of concern for all of us. But
we, as a company, have no problems at all obtaining finance,” says Taizo
Nishimuro, chairman of Toshiba.

At the high end of the credit spectrum there is no credit problem at all,
The problem begins lower down, with higher risk borrowers. Japan does
not lack credit per se — it lacks a properly functioning credit yield curve.
The banks’ lack of capital is a much bigger problem here — but other fac-
tors are clearly at work, too.

Analysis of the corporate sector shows growing polarization in credit
quality between those companies that have access to loans but for the most
part do not need them, and those that do not have access, but do.

This is only to be expected in an economy suffering from negative
growth and price deflation. Even without capital constraints, the banks
would naturally reduce their overall lending, and take part in a “flight to
quality.” Moreover, most big companies outside the top credit bracket al-
ready have too much debt — a legacy of the bubble years, when any com-
pany with tangible assets, such as land, could obtain cheap credit.

Such companies may want new loans — and may even need them to stay
alive — but until their overall debt burden is reduced it would be impru-
dent for the banks to lend to them. Indeed, many companies are engaged in
a desperate effort to cut debt, at least in nominal terms.

This would not change even if the banks had plenty of capital. And this
helps to explain why new banks and foreign lenders have not rushed in to
meet unfulfilled demand for leans from creditworthy companies. There
isn’t any; not in the conventional business loan market anyway. But there
is unsatisfied demand in the small-to medium-sized business sector, and
for consumer finance.
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Interest rates on consumer loans start at about 15 per cent. This could
reflect risk — but the rapid growth and sustained profitability of consumer
finance companies, such as Takefuji, and the entry of foreign lenders, such
as GE Capital, suggest there is a lack of supply.

The same story may be true for the small- and medium-sized corporate
sector. Although these companies are effected by the decline in the eco-
nomy, and some by structural changes, most at least were not overlevera-
ged in the first place,

“When we were a small company, it was difficult to get loans,” says Ta-
dashi Yanai, chief executive of Fast Retailing, the parent of retail chain
Uniqlo. “Now, there is no problem at all.” But even here, it is not ¢lear that
lack of capital is the main problem. Poor risk assessment skills — and a
tradition of lending only against collateral such as land — is at least as big
an impediment.

Outside skills, probably foreign, may be needed. So, while there is
a supply of credit problem to some sectors, particularly small- and medi-
um-sized enterprises, and a stronger banking sector would certainly be ab-
le to make more loans to risky borrowers, this is not by any means the only
reason why bank lending is falling.

And this suggests that fixing the banks may not, in itself, solve Japan’s
economic woes. Other radical action — perhaps including massive mone-
tary or fiscal stimulus, or government funding for write-offs of excessive
corporate debts — might be necessary to get Japan working again.

H.2. Answer the following questions,

1. What are two points of view on what is wrong with Japan?

2. Why is there some truth in the arguments of businessmen and bankers?

3. What does analysis of the corporate sector show?

4, Why have new banks and foreign lenders not rushed in to meet un-
fulfilled demand for loans from creditwerthy companies?

5, What is the main problem according to the CEQ of Fast Retailing?

6. How is it possible to get Japan working again?

H.3. Decide whether these statements are True (T) or False (F).

1. Bank tending will decline as big companies use more actively money
markets.

2. For regulatory purposes Japanese banks could use government bonds
without any risk.

3. The banks’ lack of capital is a much bigger problem at the high end of
the credit spectrum.
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4, If there were no capital constraints the banks would reduce their ove-
rall lending.

5. The rapid growth and sustained profitability of consumer finance com-
panies reflect risk.

6. Bank lending is decreasing because banking sector is not able ta make
more loans to risky borrowers.

H.4. Match up the words and definitions and translate them into Rus-

sian:

1) to malfunction; a) a debt that wili probably never be paid, and is therefore
worthless to the person or company that is owed the
money;

2) bad debt; b} assets promised by a borrower to a lender if the
borrower cannot repay a loan;

3} to abound; ¢) unwise and thoughtless;

4} collateral; d) a fact or event that makes action difficult or impossible;

5} tangible asset; ¢) to function faultily;

6} imprudent; f) if a company has borrowed too much money and cannot
make payments on the debt;

7} overleveraged; £} an asset that is physical and can be valued easily, rather
than an intangible asset that is difficult to value;

8) impediment, h) to exist in large numbers or great quantity.

H.5. Read the article once more, find the sentences containing ing-
forms and translate them into Russian,

H.6. Make up the outline of the article and then render it.

l. Reading the Russian newspaper

I.1. Read the article, find key sentences and translate them into
English.

MasterCard 3anAaTMT PO3HMYHBIM KOMNAHHAM

Hxcemon Cancghapd, Katipa Crannenn, «Bedosmocmu»

IInaTexkHad CHCTeMa YpPeryTHpoBaia uck 3a $ 1 mapa.

Ilnatexnas cnictema MasterCard International coracnnacs sanaatiTe
$ 1 mapn, uToOB yperyAHpoBaTh GORBHHEHHS B HABA3HBAHUH KOMIARHAM
PO3HUYKOIL Toproean Gonee A0POrUX B 0OCAYKVBAHUH AeGeTOBEIX KADT.
Tenept eHCTBEHHKIM OTBETIHKOM HO MCKY octanacsk Visa USA.

PasbuparenpcTBo, HHHIHHPOBAHHOE AMEPUKAHCKUMM PO3HHYHBIMH
KOMHAaHMAMH 1104 pyrosoacTBoM Wal-Mart Stores, anuTes yxe 6,3 Jer.
B noHegenbIiMK, HAKOHEY, lladasca CyAeOHbI [Tpoliece, HO HaKAHYHe 3a-
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cenanud MasterCard HeoXRHAIHHO 00bIBIA O JOCTHXKEHHH € HCTUHAMH
BHecyaeOHoro cornamenus. Cy/ibg 3aMpeTHIT CTOPOHAM PAzriallaTk €To
YCJOBHSA, YTOOH 9Ta giidopMallla He TOBAWAMA Ha peltelue cyiaa. Oana-
K0, 110 cnoBaM wHdopMipoBabd HETX HcToyHUKoB, MasterCard coraacinach
samnarite $ 1 mMupa.

HebeToBble KapTE cTatld akTHBHO BhinyckaTeed 8 CIIA oxoso 10 jert
Hazaf, [1o yTBep:KACHHIO PO3HHYHLIX KOMITaHN!I, B nensx GopbObl 32 3TOT
porHok Visa u MasterCard nHavann okasslBaTh 14 HUX ARBJAeHHe, YTOGHI
H06YANTE IPHNHMATH KAPTEL 5THX ABYX CHCTCM, A He KAPThI KOHKYPEHTOR,
Mexay Tem aeGeroBbie kapThl Visa u MasterCard aopoxe B 0b6cayxiBa-
HILY, H PO3HUYHBIE KOMNAHIIH OB BETHYXASH B NePeraalbiBaTh 3aTPATH
Ha nokynateneil, Obcay:kupanie 1eGeTOBBIX KAapPT B pexuMe OH-JaliH ¢
eeeneHHeM PIN-koaa v MCHOBEIHDBIM ClilcalileM AeHel co cdeTa obXoanT-
CA PO3HHYHBIM KOMIAHUAM, O HX YTBepkAeHH©, B § 0,09 npi nokynke B
$ 100; Tak paciiayHBalOTC AepKaTeM KAPT PETHOHAABHBIX TIAATEMRHBIX
cicTeM, QOCayKUBAIHE KAPT B peskine og-naiii ¢ NOAINCHBaHHEM YeKa
obxoantea B 3 1,49; stor cnoceb nnatexa npoasurann Visa 11 MasterCard,

YToHH 33CTABHTH PO3HITMHEIE KOMIIAHHH [IPHHHMATh WX 1eGeTOBREIE Kap-
o, Visa u MasterCard yrpoxanu npekpaTHTh COTPYAHUYCCTBO € Mara-
SHHAMM MO 00CAYHNBAHHIO CBOMX KpeANTHHIX Kapt. CucTeMbl ke yThep-
AAAIH, YTO JTMIE TPIIepAKUBARIOTCS CBOETO NIPABHAA «YBaXKail Bee KapThi»
(T. €. M KpCAUTHBIE, M fleGeToBbie).

Ilo oLeHKaM aHAMHTHKOR ¥ CAMHX PO3HHYHBIX KOMIAHHH, ecan 661 Visa
H MasterCard 6b01H npusHatbl BHHOBHBIMH, OHH MOIVIH OBl 3aTIaTHTL OT
$ 5uvapuno $ 25 mnpa. U xora MasterCard cornacunace muws Ha $ 1 mapa,
IKCHEPTH HA3BIBAOT 3TO N0OENoH POZHHYHBEIX KOMIAHHI, MTOTOMY 4TO
CHUCTEMA COTJIACHTACH CMATYHTE CBOIO MOJAWUTHKY «YBaXKAail BCe KapTHI»,
Cornawenue BuiroaHo 1 MasterCard. Ee fon1s Ha poiike AefeTOBRIX KapT
CYIIECTBEHHO MeHblne, YeM ¥ Visa, o vumatel MasterCard mo camocro-
ATCABHOMY COLTRIUEHHK} 3KCNEPTHl OLEeHHBANWU B MEHBILYIO CYMMY, YeM,
ecnu Obl OHA YUACTBOBANA B cyie BMecte ¢ Visa, [locnennas, noxoxe, e
cOOHPAETCA NATH HA KOMIOPOMMEC. « Visa HAMEPEHA NPOleMOHCTPUPOBATL
CYAY, 4TO HALIK AelcTEHA 3aKOHHBI H HallpaBJelbl Ha HHTepech Notpe-
HuTenelis, — 3a4BIJIa KOMIAHUS.

Banku, pxonqaniHe r NAaTeXKHbIE CHCTEMBI, HE TOHECYT HENOCpeCTREH-
HDLIX PAcXC/O0B, CBA3AHHBIX C BRIMJIATON KOMIEHCAIHH POSHUYHBIM KOM-
HAHHAM, OAHAKO HX J0X0AB! OT oGCayKMBaHIH 1e0eTOBBIX KAPT COKPATATCS.
Ilo oneHKAM AHATTHTHKOB, el Visa IPorpaeT Ae/10 Hilll YperyJaHpyeT ero,
npnbeinp 6aHKoB — YWIEHOB CHCTeM MOXKeT cokpaTHTbesl Ha 1-2 % B rod.
Prinok neberosbix kaprt B CHIA cymecTBeniio Melblie, 4¢M KpeaUTHBIX
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(o6beM MOKYTOK MC NepBbiM cocTaBya B 2002 r. $ 480 Mapa, a no Bro-
poiM — $ 1,2 TpaH) , HO pacTeT OnicTpee (Ha 24 % B rox npoTtius 7 % y kpe-
JUTHEBIX KapT).

.2, Render the article using the active vocabulary,

J. Transfation

Translate the following passages into English.

Bblaaua cCyabi

C. C. Hocosa

BaHKH H3IBIAEeKaOT Hpﬂﬁhlﬂb. l'IpIIHHMElH JeHeXHLIe CpeﬂCTBa y BKJ/aamn-
YHKOB W IPEXOCTARAAA HX B BIiZe ccy 3aeMIIHKaM, BaHKH HasHauaioT 6o-
Jee BHCOKyIO IIPOHEHTH)’!O CTEIBKy 1o ccyuai\r, yem Ty, KOTO]’)}’I{) OHH BblNlIa~
YUBAOT MO BKJIAZAM, JTOrO NMPEBBINTEHUA JOIKHO XBATHTH Ha NOKPHITHE
TeKYHIMX pacXofloB ¥ obecrnieuerie npubGEan. B pase cayuaes HaHK1 no-
JVUAIOT NOTIONHHUTCABHBLIH JOX0H B KauecTBe ONJATH CBOMX YCAYT M0
KpPellHTOBAHHIO M 110 TIPOBEeHHIO APYTHX GaHKOBCKUX oNepannii. Banku
TAKXKE I'[O.?Iy‘-iaIOT J0X0][, KOTAa BKJAAAEIBAKOT YacTh CBOHUX AKTHRBOB B II¢H-
HElIE 6ymam. B ITOM cnyqae OHH HHYeM He OTAHYanTCHa OT 06h1KHOBEHHb1X
aKITHOHEPOB M NOAYYAIOT AOXOM OT AHBHIEHIOB.

B 6anK BKAAOBIBAIOT CBOY JEHEXKHLIE Cpe/icTRa MHOTo Jogeil. Bee oxn
He IPHAYT OAHOBPeMEHHO B GaHK 3a cRoNMH geHbranu, Ilo cyTi aena, exen-
HEBHOE H3BATHE JENNO3UTOB paBHﬂETCSi TaKOﬁ Xe C}/MM& BKNMaf0B, I{OTO]JbIe
APOUIBOMST KAWEHTHL JleNno3uthl BKAANIKOR CTAHOBATCA (haKTHUeCKHMH
pBBCpBaMH 6aHKa. HS HHX OH BbBIMHMTAET 06H3ElTe.?1bele pBBf.‘pBbl, KOTOpble
0 3aKOHY AGDKHE! BBITH NOJOKEHB! Ha pe3epBHBLA cyet B Balike Poccui.

BaHKOBCKHC ACINO3IHUTEI l'Ipe,[lCTaBJIHIOT (3060}""1 60Hhmeﬁ JACThIO pacqe'r-
1ipie ¢c4eTra H BEAaasLl 10 BOCTpeﬁOBaHHH. OHII noane:xatT HEME,E[.IIE!HHOﬁ
OTINIATE TIO NepBOMY TpeGOBANHID BKAAAUHKA. B cayyae «bankoBekoil ma-
HHEH#, KOT1a 60..711)[11&}1 HACThE BKMTaAYHKOB 6)1,[[6T CHHMAaTE CBOI11 A€HeXK HBe
CpeﬂCTBa C JAerio3nTOR, 6EIHK MOXKeT HCNOJABL3OBATE 3TH 06ﬂaaTeﬂmee pe-
3epBH A2 oniaTel. Ha croyM H36bITOUHbIE peaepBH BaHK MOXKET BHIAATDH
KpPeTHThI. Oﬁbl‘{HO ccyua BbLIAACTCH I'[pOCTth HepeBO}lDM 1<pe,u11T}|01'-’1 CyM-
Mbl'Ha CCYAHBIN cYeT saeMImMKa. B 6anke ocTaeTesa JHINL Aoarokoe obs-
3ATEARCTRO 3aeMHIH KA. 9T0 OOATr0OBOe 06H3aTeHbCT"BO, Hep&ﬂaHHOE 6aH1<y‘ —
e JeHbIH, TaK KaK OHO He ABseTcA OBUETIPHHATHLIM cpedcTBoOM obpanie-
HHA. BaHK e, colgas ccythlﬁ cHeT, Co34a0 AeHLIH. I/IMEHHO I'[OCpE,[[CTBOM
pacuiHpeHnsa OAHKOBCKOFC KpeuTa M cosgaertca Oonbmas 4acTh AeHeT,
HCIEOb3YEMBIX B SKOHOMUEKE,
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2 K. Case study

K.1. Read the article and do the exercises.

What about Us?

“The Economist”

The focus on Irag is diverting attention from other poor countries.

Finance ministers from the world's richest economies were able to bre-
athe a sigh of relief after the spring meetings of the World Bank and its
sister body, the International Monetary Fund {(IMF), last weekend in
Washington, DC. Having spent most of their time talking about the reb-
uilding of Iraq (and what to do about its debts), they produced an artfully
worded statement that at least papered over their disagreements. Repre-
sentatives of poor countries were probably less impressed: not much atten-
tion was paid to their needs,

" Thespring meetings of the Bank and the IMF are supposed to give a sho-
ve to those items on the developing world’s agenda that have got bogged
down. This is always a tall order, but never more than this year. Even befo-
re the meeting, the World Bank’s president, James Wolfensohn, had ad-
mitted that at times of international crisis the issue of poverty tends to get
pushed aside.

This is a pity, because in some areas the need for progress is urgent. Top
of the list is trade: the Doha round of talks is stalled because of intransigen-
ce, mainly European, over the issues of farm subsidies and the blocking, by
America, of plans to make access to cheap medicines easier for poor co-
untries, The various communiqujis paid lip service to the need for a bre-
akthrough: but there is little sign of action from those responsible for the
impasse.

Debt relief was another disappointment for developing countries. The
rich countries’ commitment to helping heavily indebted poor countries was
blandly restated without any acknowledgment of the problems raised by
soine critics — and, more important, with only coded criticism of those cre-
ditor countries that have yet to give the help they promised. And the talk
of giving poor countries more of a say in the Bank and the IMF remains, for
now, just talk.

None of this will surprise those developing countries that have grown
used to seeing the gap between rich-country rhetoric and practice. A com-
mitment to free trade is always much easier to reaffirm than to implement;
and pledges seem easier to sign than cheques, But this failure to deliver sits
oddly with the belief, which hardened after September 2001, that helping
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all countries to participate in the global economy was the best way to pre-
vent “failed” states.
K.2. In groups answer the questions and make a list of the following.
1. What countries most urgently need help of the world community?
2. What are the most urgent problems?
3. What means can be used to help solve these problems?
4. What role can World Bank and IMF play in this?

Now present your ideas to the other groups. When you have finished
your presentations, compare your ideas and decide which will be the
best and why.

K.3. Write a proposal stating your ideas to the World Bank.



Unit 8

A. Preliminary discussion

1. What types of financial markets do exist?

2. What is the difference between capital and money markets?
3, What is investment and what two main forms does it take?
4, -Give an example of securities market.

5. What is the purpose of a futures market?

B. Pre-reading exercises

B.1. Skim the text and give its key idea.

B.2. Scan the text for the following information.

1. Characterize in general the state of America’s financial markets.
2. What is the clearest indicator of the markets state?

3. Is the risk of default on corporate bonds large?

4. How does market volatility effect investing?

C. Reading

C.1. Read the text and answer the questions.

1. Why does the author compare investing with a manic depressive
market?

2. What are the markets usually influenced by?

3. Analyze the situation with the government bonds and corporate
bonds.

4. Give the general characteristic of the financial markets of America.
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America’s Financial Markets
“The Economist”

Messages of Hope?

Investing, said the father of security analysis, Benjamin Graham, is like
being in business with a Mr. Market, a manic depressive whose mood
swings sharply between fear and enthusiasm. Sometimes Mr. Market’s pri-
ce is wildly above (or wildly below) any intrinsic value, and this is when
the investor should sell (or buy). The trick is to work out when his mood is
reasonable, and when it is unhinged.

Wartime has made Mr. Market more volatile than usual, with initial
despair about the economic outlook after September 11th giving way more
recently to euphoria, to judge by the prices of some financial assets, As
Wall Streeters headed off for Thanksgiving, financial markets seemed to
be looking ahead to an early economic recovery in America,

Although they have dipped this week, share prices are still up sharply
from their recent lows on September 21st, A rally of this speed and size
(with prices up by about one-fifth) is unusual this early in a recession. Sin-
ce 1932, Bianco Research has found seven similar-sized rallies of the S&P
500 index during a recession. And on each occasion, the rally preceded the
end of the recession by an average of three-and-a-half months. Morcover,
such stock-market rallies have usually continued into the following quar-
ter, with share prices gaining on average a further 22 %. “Bluntly, the rally
signals the market’s belief that the recession is over,” says Jim Bianco, the
firm’s boss,

The prices of government bonds, of all maturities, have been fatling sin-
ce early November, In the week of November 12th falling prices pushed up
the yield on 30-year Treasury bonds by 39 basis points (hundredths of a
percentage point) — the biggest weekly
rise since 1987. In the same week, the yi-
eld on ten-year Treasuries saw the big-
gest weekly increase since 1982. After an
attempted rally ran out of steam this we-
ek, Treasury-bond prices resumed their
fall, and yields — their rise. Plenty of com-
mentators say this reflects expectations
of stronger growth hefore long — and thus
of higher inflation.

Corporate bonds with an investment
grade tell a similar story, with yields ri-
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sing over the past couple of weeks. Because the risk of default on these
bonds is small, their prices are driven by the same economic forces as go-
vernment bonds, The yields on junk bonds, on the other hand, are much
more sensitive to the risk of default, which typically declines as the econo-
mic outlook improves. Yields on junk bonds have fallen over the past two
weeks, and the gap in yields between investment-grade bonds and junk has
narrowed, from 688 basis points to 600,

Commodity prices are sending mixed signals. Qil prices have fallen by
one-third since September 11th, and do not appear to have hit bottom.
Falling oil prices usually point to economic weakness. However, the fall in
prices may be driven mostly by expectations of increased supply, especially
from Russia, rather than of falling demand. Other commodity prices are
behaving as one might expect if economic activity were turning up. The
Economist’s commodity price index is up by 5 % from its low on October
23rd, almost back to where it was before the terrorist attacks. Copper —
known as the metal with a PhD in economics, because of its usefulness as a
leading indicator — is up by 12 % in the past weeks, and is now higher than
it was September 11th.

Perhaps the clearest indicator of what the markets think is the price of
federal-funds futures contracts. As recently as November 9th, these assu-
med that an interest-rate cut of at least a quarter-point and quite likely a
half-point, was a racing certainty at the Federal Reserve meeting on De-
cember 11th. Now, the market reckons there is only a 30% chance of a cut
in December, and that the Fed may even start to tighten again early next
year.

It is possible that the markets are being driven by factors other than
expectations of economic recovery. The govermment-bond market has be-
en confused since the Treasury’s surprise decision in late October to stop
issuing 30-year bonds, Prices of junk bonds may have been bid up by in-
vestment funds trying to use up large cash balances before the end of the
vear, rather than by expectations of economic recovery, says Martin Frid-
son of Merrill Lynch. Shares may be benefiting from looser monetary po-
licy, not improved fundamentals, just as they did when the Fed eased in
anticipation of a millennium bug.

And, as Graham knew, Mr. Market is often wrong. He may have read
too much into better-than-expected data on consumption. Even if the cor-
porate sector is over the worst, share prices still look high by most historic
measures. PIMCO, America’s largest bond fund, reckons the market is
overdoing its optimism about the economy, and sees opportunities to buy
bonds.
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C.2. Decide whether the statements are True (T) or False (F).

1. Financial markets are usually morc stable at wartime.

2, The rally of share prices rise is usual in a recession,

3. Stock market rally signals that the recession is in full swing,

4. The yields on junk bonds are more sensitive to the risk of default than
the corporate bonds.

5. The gap in vields between investment grade bonds and junk has wi-
dened.

6. Falling of oil prices points to strong economy.

7. The fall in prices may be driven by expectations of increased demand,

“® D. Yocabulary

D.1. Read and learn new words.

intrinsic value — real, basic value

swing (v} — to move backwards and forwards or round and round
from a fixed point

give way to {phr v) — to allow to be overcome by something or so-
mebody

dip (v) — to drop slightly

Treasury bond (n} — an American government bond

yield (v} —to produce, bear or provide, especially as aresult of work
or effort

to loose monetary policy — to make monetary policy less stiff

bid up (phr v) — to increase the charged price for goods, cne’s work
or services

bug (n) — an eager but sometimes not lasting interest in the stated
thing

rally {v} — to become strong, to rebound

D.2. Give English equivalents to the following words and expressions:

4 PEe3KO MEHATBCH OT UETO-TO AO YEro-to,
YCTYIEATh YEMY-TO;
rocyapcTBeHHble 0BMHTAHH;
‘KOpﬂOpaTHBHblE DﬁJIHl"aI.IHH 14 HHBeCTHPOBAHH A,
KPaTKOCPOYHbIe kasHavyellcKHe BeKcems;
H3PacXozoBaATE YTO-TO,
CMSAMYATh AeHEXKHO-KPERHTHYIO TOJIHTHKY;
HHEECTHIHORNBIE GOHABI OTKPLITOro THMA A% TpHOOpeTEHNs HeH~
HbIX Gymar,

* * > 5 * > »
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D.3. Choose an appropriate word or expression from the box to comple-
te the following sentences.

blue chip issuer slice healthy bonds
interest rate  secondary capital security yield
price interest bank shares primary
obligations investment

. Abondisan.. bearing... issued by governments, companies and some
other organizations.

2. Bonds are an alternative way for the ... to raise ... to selling shares or
taking out a ... loan.

3. A bond's ... is the ... (or coupon) paid on the bond divided by the
bond’s market ...

4. Corporate bonds issued by ... companies are also unlikely to default;
this might not be the case with high-vield junk bonds issued by firms
with less ... financials.

. Markets in securities such as ... and ... is called a capital market.

6. The existence of liquid ... market can encourage people to buy in the
... market, as they know they are likely to be able to sell easily should
they wish.

7. In return for risking their ... by giving it to the company’s manage-
ment to develop the business, shareholders get the right to a .., of wha-
tever is left of the firm's revenue after it has met all its other ... .

8. This money is paid as a dividend, although most companies retain
some of their residual revenue for ... purposes.

D.4. Match up the words on the left with the definitions on the right:

in

1)} bear market; a) a situation in which prices on the stock market are
going up;

2) bull market; b} a situation in which prices on the stock market are
falling;

3) junk bond; c) the American government bond;

4) treasury bill; d} a bond with a high rate of interest but with a high risk
of not being repaid;

5) liability; e) the percentage amounts charged for borrowing money
by the banks and building societies;

6) interest rates; ) an amount of money owed by a business to a suppiier,
lender, etc.;

7) yield; 2) date at which the money will be returned;

8) maturity. h) the amount of money that you get from an investment,

especially bonds.
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D.5. Give synonyms for the italicized words in each sentence below,

or explain their meanings.

1. Investing, said the father of security analysis, Benjamin Graham, is
like being in business with a Mr. Market, a manic depressive whose
mood swings sharply between fear and enthusiasm.

2. After an attempted rally ran out of steam this week, Treasury-bond
prices resumed their fall, and yields — their rise.

3. The prices of government bonds, of all maturities, have been falling sin-
ce early November.

4. Because the risk of default on these bonds is small, their prices are
driven by the same economic forces as government bonds.

5. Copper — known as the metal with a PAD in Economics, because of its
usefulness as a leading indicator — is up by 12 % in the past weeks,
and is now higher than it was September 11th.

E. Make a summary of the text

Use the active vocabulary.

&~ F. Grammar notes

Sentences of Real and Unreal Condition

Conditional sentences have two parts: the if-clause and the main
clause,

E. g.: If you post the invitations today, they will arrive on time,

There are three types of conditionals:

¢ type 1 — true in the present;

+ type 2 — untrue in the present;

+ type 3 — imaginary, contrary to focus in the past,

The usage of the verb forms in conditionals is presented in the tables
below.

Type 1 — Real Present

If-clause: ‘if’ + any present form (Present S., Present Cont. or Pre-
sent Perfect).

Main clause: ‘can/may/might/should’ + bare infinitive Present Simple.

This type of sentence is used to express something true or likely to hap-
pen in the present or the future.
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E. g.: If you finish work early, we’ll meet to go out.
If you have finished your work, you can go for a walk.
If you are busy, [ won’t keep you long.

Type 2 — Unreal Present

If-clause: if’ + Past Simple or Past Continuous.

Main clause: ‘would/could/might’ + bare infinitive.

This type of sentence is used to express something untrue in the pre-
sent, it is also used to give advice,

E. g If Thad money, I would travel round the world (= but I don’t' have
money — untrue in the present).

If I'were you,  would take ihis job (advice).

After if we normally use were instead of was in all persons in type 2
conditionals in formal situations. Was is mainly used in spoken English.

E. g If I were/was you, I wouldn't go on this business trip.

Type 3 — Unreal Past

H-clause Main clause
If + Past Perfect or Past Perfect Contin- would/could/might+ have + past parti-
uous ciple

This type of sentence is used to express imaginary situation contrary to
facts in the past; also it is used to express regrets or criticism.

E. g If you had accepted his offer last month, you wouldn’t have been
more successful.

When the if-clause precedes the main clause, we separate the two clau-
ses with a comma.

Conditionals are usually introduced by: if, unless, providing, provided
{that), as long as, in case, on condition (that), but for (= without),
otherwise, or else, what if, supposing, even if, only if.

E. g.: Unless you don’t reserve a ticket, you won't get a seat.

Only if you reserve a ticket, will you get a seat.

But for you, I wouldn’t have got thar job.

What if you are sacked, will you took for the similar job?

You will get a promotion, providing/ provided that/as long as you work
hard.

When we omit if should, would and had (past Perfect) come before
the subject.

E. g.: Should ke turn up, tell him to wait for me. = If he turns up, tell him to
wait for me.
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F.1. Put the verbs.in brackets in the correct tense form.

9.

10.

1. If you (order) in bulk, you (get) a discount.
2.
3. If your main competitor (go bankrupt), we (increase) our market

If we (break) into this market, out turnover (increase) substantially.

share.

. Unless we (receive) payment by the end of the week we (be forced)

to consider legal action.

. We (be able) to reduce the number of hours worked on condition

that (is) increase in productivity.

. If the Chinese government (warn) about the new decease, the con-

sequences (be) less damaging,

. If foreign-owned manufacturers (can) thrive despite all the annoyan-

ce of life in Britain, why (not/can) the locals?

. If stock markets (fall) much further, the big banks’ capital adequacy

ratios (can) go below the level that international rules require.

If inflation (fall) too, it (may) be impossible to cut real interest rate
enough to spur demand.

If (there/be) no surge in investment, the country (suffer) from nati-
onwide electricity shortages,

F.2. Complete the foliowing sentences using the appropriate type of

conditional.
1. If one can not be sure which way asset prices will move, ...
2. If productivity comes at the expense of jobs, it ...
3. In case oil prices increase, it ...,
4. Unless vaccine for SARS is found, ....
5. If the market is oversupplied, ... .
G. Speak up
G.1, Answer the following questions.
t. What do governments and companies use markets in securities for?
2. What is the secondary market? Give an example.
3. One American tycoon punned saying “Gentlemen prefer bonds.”
What did he mean?
4. What account for most of what is traded in the financial markets?
5. What are the investment perspectives in your country?
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G.2. Discussion topics.

1. Suppose you are a financial consultant. Your customer is 56, he is
married and has two grown-up daughters. He has several million dol-
lars that he’'d like to invest with 100 % safety. At the same time he
would like to have free access to his funds and get regular income to
avoid taxes legally. What investment portfolic would you suggest?

2. In your opinion why do companies issue and people buy the shares?

H. Reading the English newspaper

H.1. Read the article and do the exercises.

In Search of Those Elusive Returns

“The Economist”

Despite this week’s stock market rally, tumbling equity prices and
bond yields have sparked a fierce debate over asset allocation.

Early this week the markets were telling themselves that the second Gulf
war was as good as won. Equities rallied: bond and oil prices fell; gold
hardly flickered. But that did not help investors, such as insurance compa-
nies and pension-fund managers, with their thorny conundrum: how to al-
locate their assets over the long term? The accepted wisdom, that equities
offer superior returns in the long run, has recently looked a little hollow,
Forecasts for the so-called equity risk premium (the return in excess of the
yield on government bonds demanded by investors to compensate for the
extra risk of holding equities) range from a traditional 5 % to as little as
2.4 % a year. Such a thin premium may look on the low side to many inves-
tors, given that share prices could tumble again and that more corporate
misbehaviour may be uncovered. Yet mnost of the alternatives to pure equi-
ties — bonds issued by governments (in developed or emerging markets),
municipalities or companies; asset-backed securities; funds of hedge funds;
bonds indexed to equities or to credit risks — all seem loaded with their
own mixture of downside risk and lacklustre returns.

What can an asset manager do, apart from hiding under the duvet? The-
re is plenty of advice available. For example, the amazing foresight of the
pension fund of Boots, a British retailer, which moved all its assets into
bonds in 2001 to miss the worst of the equity slump, is now inviting criti-
cism. “Why sacrifice around 3 % a year so that trustees can sleep peace-
fully at night? That’s a lot of money compounded over 25 years,” argues
someone who thinks he knows better, The reason is that, for some pundits,
equities have lost so much value that they are beginning to look cheap. In
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some cases the dividends paid on shares, divided by share prices, are even
outstripping the yield on bonds issued by the saine company. This makes
no sense. The share price has no theoretical ceiling, while the bonds pay a
fixed amount. A handful of academic works on the equity risk premium,
published in the past vear, far from gathering dust on university bookshel-
ves, have become the stuff of hot debate in investment banks and company
boardrooms, and among the trustees of pension funds and even university
endowments.

Why? Because popular assumptions about long-term investment re-
turns have been overturned. A year ago Robert Arnott, chairman of First
Quadrant, an investinent firm, and Peter Bernstein, an investiment advi-
ser, estimated that the equity risk premium should be as low as 2.4 %. They
argued that accidents of history, survivor bias, changes in corporate cultu-
re and many other factors had made equity returns look higher than they
really were over the past 75 years. And they concluded that cthe outlook for
equity and bond returns in the short term was about the same: between
2 % and 4 %. Sobering conclusions have also come from academics at the
London Business School, whose analysis of equity returns since 1900 shows
that, before the last bull run, only two decades, the 1950s and 1960s, had
produced real rates of return of over 10 %. The authors, Elroy Dimson and
others, note that returns were low in 1900, but that investors became used
to higher returns over the next century.

Now, perhaps, shareholders will have to accept lower rewards once aga-
in, Biil Gross, a fixed-income champion at Pimco, an American asset-ma-
nagement firm, predicted last September that bond returns will outstrip
equities until share prices fall to their fair value, that is, until the Dow
Jones Industrial Average is at 5,000 rather than today’s 8,000-odd. Howe-
ver, those with an equity bias, such as Chris Johns, chief economist at ABN
Amro Securities, continue to argue for at least a 60 % equity weighting
over the long term, “We’re near to the wrong point of the cycle to go into
bonds,” he says. The debate is even causing ideological rifts within the sa-
me financial institution, says Mr. Dimson of the London Business School.
Corporate financiers are quoting one equity risk premium to companies
creating incentive plans for their employees; fund managers pick another
rate for asset allocation; those advising utilities use another to negotiate
with governments on funding; universities worry about how much of their
endowments they can spend each year. Then there are the aggregate — of-
ten wildly optimistic — returns forecast by equity analysts. “These are very
hot issues,” says Mr. Dimson, “since the equity risk premium drives decisi-
ons on asset allocation and company investments.” Institutional investors
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know they cannot stay out of the market forever. Some dived into equities
this week as stock markets rose. But they are also being tempted into so-
called alternative investments. Hedge funds are attracting a growing pro-
portion of institutional assets: they have been able to achieve above-avera-
ge absolute returns in aggregate. But many investors will be disappointed,
because fewer hedge funds are likely to cutperform in future and the fees
they charge are high. Jerome Booth of Ashmore Investment Management
sings the virtues of sovereign debt in emerging countries.

Since a crisis in 1998, these markets have become less volatile, he says;
the investor base has become more institutional and less speculative; and
there is less risk of contagion between countries. Rating agencies have con-
sistently underrated sovereign bonds because the risk is hard to quantify,
says Mr. Booth. He boasts over 25 % average returns for his funds in the
past decade, But even he cautions investors against putting more than 5 %
of their assets into such bonds, at least to start, What about the rest? Many
investors have sought higher yields in corporate-credit markets, from single-
name corporate bonds, credit default swaps, or packages of securities bac-
ked by pools of corporate names. The recent high levels of defaults and
ratings downgrades have taken the shine off that market There may, there-
fore, be little alternative to a cautious return to equities. Messrs Arnott
and Bernstein recommend that investors accustom themselves to much lo-
wer returns than they have enjoyed in the past. *It’s naive to expect ear-
nings and dividends to grow faster than the economy,” says Mr Arnott.
That translates roughly into higher pension contributions, a longer wor-
king life and less rosy retirement all round. Or you can take a punt. Re-
cently, Jonathan Compton of Bedlam Asset Management said he was bu-
ying his 18-year-old daughter shares in one company, BP: “One of the great
opportunities this side of Mars,” he was quoted as saying. This week BP’s
shares dipped when a § 3.4 billion shortfall appeared in its pension fund.

H.2. Answer the following questions.

1. How did the Gulf war inflict the financial markets?

. Why is long term assets allocation a puzzle for the investors?
. What are the forecasts for equity risk premium?

. What are pure equities?

. What is possible advice in the given situation?

. Why did equities lose so much in value?

. What do academics think about the problem under review?

. Why do the returns seem to be illusive?

. Why can many investors be disappointed nowadays?

O o ~1 b Lo
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H.3. Translate into Russian the following sentences from the text.

1. Despite this week's stock market rally, tumbling equity prices and
hond yields have sparked a fierce debate over asset allocation.

2. The alternatives to pure equities — bonds issued by governments (in
developed or emerging markets), municipalities or companies; asset-
backed securities; funds of hedge funds; bonds indexed to equities or
to credit risks — ali secmn loaded with their own mixture of downside
risk and lacklustre returns.

3. Corporate financiers are quoting one equity risk premium to compa-
nies creating incentive plans for their employees; fund managers pick
another rate for asset allocation; those advising utilities use another
to negotiate with governments on funding; universities worry about
how much of their endowments they can spend each year,

4. The recent high levels of defaults and ratings downgrades have taken
the shine of that market,

H.4. Find the words in the text which mean the following:

to buy or sell a cominodity to establish a definite price for future use;

an ordinary share.on which no fixed amount of interest is paid;

to burn unsteadily; shine with an unsteady light;

a large bag filled with feathers or man-made material and is used on

a bed instead of a sheet and blankets to keep one warm;

to be very pessimistic because of difficulties;

« a person or firm that holds and controls property or money for an
advantage of someone else or a member of a group appomted to
control the affairs of a company;

+ agreement by contract to pay money to someone if something especi-
ally misfortune, happens to them.

H.5. Think of a word which best fits each space. Render the text.

Representatives from the Tacoma (Wash.) Russell 20-20 Association —

among the world’s ... groups of pension and investment advisers — are sche-

duled to arrive in Russia on May 12 for a very special ... . The nonprofit

Russell 20-20 was founded by Tacoma investment ... George Russell Jr.,

after the ... of the Berlin Wall in 1989 as a vehicle for top financial ... to

explore the ... climates in emerging-market countries. Representatives from

GE Asset Management, State Street Global Advisors, and Lazard Asset

Management, among others, will ... with Russian political and business ...

in Moscow, including ... Alexei Kudrin.

The goal is for each company to ... Russia’s prospects as a place for ...

investment. (The association makes no joint investment... .} Everyone

* &+ * &
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knows the country’s ... market is hot — the Russian Trading System ... is up
43 % for the vear But is topsy-turvy Russia a great spot for investors with
a 30-year time horizon? On the ... of the association’s visit, Business Week
Moscow Bureau Chief Paul Starobin put that guestion — and plenty of
others — to Moscow investment fund manager Mattias Westman, The di-
rector of Prosperity Capital Management, with $ 270 million in .., Westman
has ... great success in negotiating Russia’s investment minefields. Over.
the last three years, Russian Prosperity Fund, created in 1996, has been
the country’s top ..., with'a return on .. of 557 %, according to Stan-
dard & Poor’s.

I. Translation

Translate the following passage using the active vocabulary.

MuHaHCHPOBaHHE KAITMTAJIOBI0XKeHHE: MexxaAyHapomusiii onbir. B CIITA,
eBponeficknx crpaHax H AnoHHH CYLlecTBYIOT pasJIMyHble (hoPMbI (hHHAH-
CHPOBAKHA KAMUTATHHBIX BAoKeHuH. 13 MHOroo6pasysa nx xapakTteprc-
THK BHIZeNUM ABe OCHOBHBIE, B OCHOBHOM, CIMKHBIIHECH HA NIPOTHKEHUN
HBIHEMIHETO CTOMETHA.

B onnoM cnyyae BaRHeHIIYIO 9aCTbh 3acMHBIX CPeicTB HethbMHaHCOBHIE
KOPIOPAITHH [OTYMAIOT ¢ IOAMOIUBIO PA3Melts HIA YacTHLEX OBINraTiriy; Ta-
KO TIYTb APENNOIaracT MOUIHYIO CUCTeMY (IIHAHNCOBMX [IOCPEIHIKOB
(YacTHbte CTPaXOBRIE KOMNAHINM, YaCTHBIE NeHCHOHHBIe (DOHAB, chepera-
TeJIbHBbIe GAHKII I T. 1.}, KOTOPBIE T peAbABAAIOT MACCHPOBAH HBL CIIPOC Na
AoArocpoilibie yacTHble obg3arenncrsa. B CILA Ha pasMeureHue obnura-
1uit npuxosnoch nouTi 60 % BeeX 3aeMHBIX pecypeoB, IPHBAEKABILIHXCA
HeIIHAHCOBEIMH KOPTOPaL UMK Ha npoTs:kennH 1970-1994 rr. B Kaxa-
A€ 3Ta /1014 MIPeBOCXOAILTA OHY TPETh.

Tam ke, rae npoMelliieHHbIe GHPMbI 0coHEHHO TECHO CPaleHbl ¢ Kpyn-
HEIMH 6aHKaMM, OCHOBHAS acTh 3aeMHBIX CDPEJCTB NMPHXOANTCS Ha OaH-
koBckHe ccyabl. Tak, B AAmoHmN Ha 6aHKOBCKHE CCYAB! TPHXOAW/IOCE CBELILE
7/, BUEX 32EMHBIX CPEACTB, PUBACKABLINXCA He(hHHAHCOBLIMH Kopnopa-
MK B neprof 1970-1994 rr.; B TepManuy 3Ta 20715 NpeBLIIANA NIONO-
BHHY.

Bnecte ¢ TeM, B ocreBOEHHBIE FOARL 3KOHOMHYeCKas H (PHHAHCOBAS
HHTeTpalllA MOoCcTeNeHHO «padMbIBaeT» npekiive HallHOHANLHBIE 0cobeH-
HOCTH CHCTeMbl YacTHBIX hunaHcos, B corpeMenHO Teoprt Hanbobilee
aHaveHHe npuAaeTca GaaoBoll NpoliopurH (hHHAHCOBOH CTPYKTYPSE — CO-
OTHOUIEHHIO MEKAY NPHUBACYEHHBIMU H COOCTBEHHBIMN CPECTBAMH KO-
TIOpAHH,
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J. Reading the Russian newspaper

J-1. Read the article, find key sentences and translate them into
English.

AKUMH — HE AAR BCEX

Muxaun Osepuenxo, bopuc Cagpponos, «Bedomocmit»

Ilo~-sacromiemMy BKIa/bIBATh AeHBIH B aKUHH POCCHAHE HAYHYT emie
Yyepea MHOro JeT,

ExBa AH He ¢ Hayana ApiBaTU3alUNH B PocciiM HaleskAbl Ha pasBlTHE
oHAOBOrO phiHKa CBA3LIBATHCSH ¢ HaceJJeHHEM — DAJOBbIMH IPasKARHAMHK-
uHBectopaMu, [lpeanosaranock, 4To HX YuCI0 6YAET PACTH, & UX ACHBIH —
HNOAMHUTHIBATE priHOK. OnpefeneHHbll NpoTrpecc JOCTHTHYT: YacTHBIC H-
BECTOPH! BKJAKBIBAIOT JEHBIH B UeHHble GyMarid — KaK HalpsMYIo, Tak U
4Yepe3 HHBECTIUIOHHBE ponabl. Mexay TeM ONbIT Takoil NMpoABHHYTOH
crpansl, kak [epamaust, y6exaaet, 4To GOIOBLIH PHIHOK Ha IO/THE TOABL
oCTalleTcst YeJIoM Y3KOTO Kpyra 136 paHHbiX pocCsi.

CuMBOJIOM aMePHKAHCKOTO (POHAOBOTO PLIHKA SABASCTCS NPECNOBYTasA
CTAPYIIKA, PeTYIAPHO UHTaI0oas GHpsKeBble CROAKH, YTOOR! OLITE B Kypce
CTOMMOCTH CBOETO HHBecTHIMOHHOrO nopIdeas. [Toury nonosuna ame-
PHKAaHCKHX ceMell BlageeT aKIHSMU — HeyAMBHTENLHO, UTO POHOOBELH
priHok CIITA B 3HauHTe1bHOIL CTENEHH ABIAETCS 3a0KHHKOM MX NTOBefie-
Husl. HanpuMep, koraa B OpoINoM 10y BeAyillie aMeEPHKaHCKHE KOPIIO-
paudu vila 3a Apyrol cTaau NpH3HABaTheA B MHOTOMHIHAPAHBIX TIPU-
MKCKAX, pa3oyapoBaHHbIe aMepHKAHTIbB YCTAHOBWIN TIeYANBLHbI i DEKOPA: B
utone 2002 r. oHu BLIBeJIM U3 MaeBbIX GOHAOB, BKIaAbIBAIOLMX CPEICTBA B
aKUHH, pekopAHYIo cyMMy — 3 50 mapa. Bo myorom 6aareaaps aToMy HH-
gexc Dow Jones, orpaxatomuil cpeAHee u3MeHenne neH 30 oCHOBHBIX
AMEPHKAHCKUX aKluil, 33 nepBbic TpH Helel HKOJI pyXuya Ha 16,7 %.

Wuoe geno Eppona. Epponefinbl, 0 ¢10BaM afaJHTHKOB HHBECTHIH-
onHoro Hauka Schroder Salomon Smith Barney, «o4eHb HHepTHBIE WH-
BecTOpPbl». OQHH BHIXOAAT Ha PHIHOK MM03AHO, KOTJa aKIMH YKe A0JT0 poc-
JIH, TTOKYIAIOT HX 110 BHICOKMM LIeHaM, 3 3aTeM HHKAK He XOTAT YXOIHTh €
PhIHKa, HECMOTPA Ha YOBITKH, KOTOpbie OHH HECYT H3-3a NaZeHHs KOTHPO-
Bok. Heynaunblil onplT 3anoMHHaeTCA HaXOArO H HA rofAbl OTTATKHBAET
0GBIBATENS OT BIOKEHHH B AKLUH —~ OHH IPOYHO ACCOLHHPYIOTCA € YORIT-
xamn, IlpeosioneTh 3T0T MecCUMH3M MOKET TOASKO JJIHTENbHbII POCT KO-
THPOBOK. «Be3 ITo711ep>KKH PO3HIYHBIX HHBECTOPOB (POHIOBEI PLIHOK BPSL
JIH CMOXKeT NOAHATLCS IO IPeKHIX BRICOT, 2 0111 BYAYT OCTaBaThLCH B CTOPO-
He, MOKa He NOSBATCA NPH3HAKH YCTUIYUBOIO BOCCTAHOBJIEHHMA», — NO-
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aaraeT aHaauTHk Schroder Salomon Smith Barney Monuu [1sopu. Kpyr
3aMKHYJCS,

B 1990-x rT. MHOrHe 9KCMepThl BUACII pedepR PasBUTHS eBpoNelCcKkoro
$hoHAOBOrO PHIHKA B (OPMUPOBAHUH Tak HA3BIBAaeMOIl aKIIHOHePHOIT KyJIb-
TYPB — MOABIEHHH B OGIECTBE WHPOKOTO KAACCa MENKHX WHBECTOPOB,
BKAagbiBaox cOepexerns B akunn. Ho B nocneaHie aBa roga aTH Ha-
IEXABl pYXHYJIH BMECTe ¢ KOTHPOBKaM akuyii, M Teneps akcnepTs cno-
PAT, yulen JH eBpolelickiii YacTHBIA HHBECTOP C cbomlolaoro pPBIHKA Ha
10 neT HiaH «J0 CASAYIOIETO MOKOJeHH».

Moao6HBM 06pasoM Mocae GupKeBoro kpaxa 1929 T. A tboHAOBOTO
phIHKa GBUIO MOTEPAHO Lejioe ToKoJicHHe amepukaHues. Mxaekey Dow Jones
notpeboBaioch 25 ET, YTOHbI NOAHATECA 40 YpoBHA 1929 . IT0, KOHEYHO,
He 03HAYAEeT, YTO 1 eRpoNeiicKUM (HOHIUBBIM HHAEKCAM HYXHGC YETBEPTh
BEKA HA BOCCTAHOBJIEHHE YTPAYEHHBIX MO3UIHE, HO UM NPEACTOMT MPOLiTH
eille AOATHIT 0yTh obpaTho. Uuaeke 300 epponefickux «roay6oix dpumexs
(axuii pepyuwnx komnanuii) FTSE Eurotop aoctur nuka B 1709 nynkros
5 ceHTsi6pa 2000 r. C.TeX nop o ynaj 6osnee yem B IBa pasa U ceiiuac coc-
taBaseT 812 nyHkros, Ho Gosstire BCcex mopeleBen aKUUKH HEMEIKHX
koMManuii: hornorsiil nHAeke Tepmannu DAX B nponnoM roay ynan Ha
42 % , a B | kBapTase aTOTO rofa — etite Ha 22 %.

HeyreniitenbHbl H AaHHBIE HAIMOHAJBHBIX ACCOLHALMIL MaeBHX GOH-
aoB. OHH MOKA3bBAIOT, 4TO NojaBadallee GOAbIHHCTBO eBponeickux
YACTHLIX HHBECTOPOR MPOAAIOT NaK (hOHAOB aKUHH U obmuralliii 0 BKaa-
AbIB2KT AeHBIH B GesonacHble GOHALI IeHEKHOTO PhIHKA — KOTOpBIE pas-
MelHAlT X B GaHKOBCKKE AETO3HTH I ApYTHE HI3KOAOXOAHEIE, HO 3aTO
Ha/Ie)KHBIE MHCTPVYMEHTH AeHEKHOTO PHHKA,

Hceropus cBHAeTeNbCTBYET, YTO B NEPHOLH AeNPecCHH HHAHBUAYaTb-
HbI€ HHBECTOPL HAJIOATO YX0AAaT ¢ doHaoBore phiHka. Kak caeayer ms
HCCJAEeIOBAHMS, TPOBEAEHHOr0 aHanuTHKOM Morgan Stanley no Espone
Puuapnom [aitenacononm, ¢ 1974 r. mo 1981 1. g CilA 6p11 Auuib oAnH
Mecsll, KOorga MpHTOK CPeACTB B Maepble GOHIB aKUHI MPeBHICIA OTTOK.
B Snonnu, xotopasi ¢ Hauana 1990-x IT, e MoXeT BHOpaTbCs M3 CTarHa-
WHH, aKTHBREI (QOHIOB akikii 3a 12 neT coxpaTnauch Ha 30 %.

Esponerubl-akUHoHepbl

OTHomeHus epponeiilieR ¢ (POHAOBBIM PHHKOM CKJIaAbIBAIOTCH [0-
pasHoMy. Bo ®@panuun v Mtanuy M3 Beex BJAOKeHHH B HHBeCTHIHOHHbIE
tonan anub 20 % npuxoaAuTcs Ha poHAN akiuil, B ['epMaHMH H ckaHAH-
RABCKHX cTpaHax — 35-40 % , a 6oblle Beero N10OAT aKIHMH aHTTHYaHE —
B BelMKkoOpUTAHHH 3TOT MOKasaTeAb cOCTABAAET 73 %. C yyeToM BAOKEUH
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B IeHCHOHHBIE (hOHIM { KOTOpbIE TAKKE BKAAABIBAIOT 3HAYHTENBHBIE CPEACTBA
B AKNMN) SHAepcTRO BenkoBpuTaHHN CTRHOBHTCH elke HoJree CyIHeCTReH-
HbiM: o aanubiM UBS, cpeanectaTHcTUYecK il aHTIMYAHMH BKAAABIRAET
B axwin 35 000 erpo, ppanuvs — 16000 eepo, a Hemer — 7000 eppo. Ho
GoJblie BCex aKUMil MOKYNaOT meeifuaplst — B cpedieM Ha 70 000 eppo.
Bripodes, pasmep BAOGKEHUI B aKIHH ORPEAeNALTCH He TOJbKO anmeTH-
TOM HHBECTOPOB, HO W CYIIECTBYIOHIHMH OTPaHHYEITHAMIL

J.2. Render the article using the active vocabulary.

2 K. Case study

Read the text and do the following exercises.

Guilford Shares Gain 24 Percent

Elien McCarthy, “Washingtor Post”

Guilford Pharmaceuticals Inc. announced a potentially lucrative licen-
sing deal with Pfizer Inc. and a smaller first-quarter loss last week, helping
shares of the Baltimore biotech rise.

Pfizer, the pharmaceutical maker based in New York, agreed to pay Gu-
ilford $ 15 million for the right to develop its potential treatments for neu-
rodegenerative diseases and pain. Pfizer plans to pay for the research and
manufacturing costs associated with the project and award Guilford a $ 42
million royalty for each compound that is developed and $§ 20 million for
each further indication of a compound.

Guilford said its first-quarter loss was $ 11.2 million (37 cents per sha-
re), compared with a loss of $ 13.5 million (45 cents) in the same period
last year. The company’s revenue for the three months ended March 31
declined to $ 3.5 million from § 6.2 million. The company also said it lan-
ded an $ 18.8 million loan that will allow it to restructure a lease on its
Raltimore facility, freeing up an additional $ 40 million in working capital.
Shares of Guilford gained 24 percent last week to close at $ 6.04.

The Washington Post-Bloomberg regional stock index closed at 176.32,
up 1.77 points. The NVTC Potomac Tech 60, an index of 60 local techno-
logy companies, closed at 571.41, down 12.48 points.

Digene Corp. of Gajthersburg also posted gains last week. Digene said
Tuesday it cut its loss for the three months ended March 31 to $ 619,000
(3 cents), compared with a $ 3.3 million (19 cents) loss in the same period
last year. The firm’'s revenue for its fiscal third quarter climbed to § 17 mil-
lion from § 14.2 million, based largely on a 43 percent increase in sales of
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its cervical cancer test. Last week shares of Digene climbed 11 percent to
close at $ 22.10.

Richmond-based Ethyl Corp.'s improved first-quarter earnings did little
to help its stock last week, The firin earned $ 16.3 million (98 cents) du-
ting the three months ended March 31, compared with a 3 1.6 million
(10 cents) loss in the same period last year, The company's revenue rose to
$ 173.5 million, from § t46.2 million in the year-earlier period. Ethyl war-
ned that it remained “concerned about certain aspects of the global eco-
nomy” that could have a negative impact during the second and third qu-
arters of the year. Shares of Ethyl fell 14 percent last week to close at 3 8.60.

K.1. Make an analysis and compare the operation of three companies:

¢ Guilford Pharmaceuticals Inc.;

¢ Digene Corp. of Gaithersburg;

+ Ethyl Corp.

K.2. Answer the questions,

1. Why is the licensing deal with Pfizer considered to be lucrative? In

what way can it help the shares of Baltimore biotech?

2, Which of the companies is the most successful?

K.3. Find information about the operation of two or three similar
companies on the Internet. Analyze and compare their performances.

K.4. Think of a conversation between a journalist and the Head of
one of the companies, Discuss the present state of affairs and the future
perspectives,



Unit 9
The Role of Government

A. Preliminary discussion

1. What is the role of the government in the economy?

2. Should government interfere in all branches of the economy? If not,
which ones it shouldn’t.

3. What role does the government play in your country?

4, What do you think about the economic policy of vour government?

B. Pre-reading exercises

B.1. Skim the text and give its key idea.

B.2. Scan the text for the following information.

1. What three points of view are presented in the text on the role of
government in the economy?

2. Whose point of view is the most proper?

3. What is the principle difference in views of Samuelson and Friedman?

C. Reading

C.1. Read the text and answer the questions.

1. What is the essence of Keynesians approach to the role of state in the
economy?

2. What is the difference in the role of state in a country with market
and command economy?

3. What do the classical economists think about the role of govern-
ment?

4. Do you think that market itself can run economy properly?
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What Role Should the State Play in the Economy?

Plenty of economists provided intellectual support for state interventi-
on during the era of big government, particularly from the 1930s to the
1980s. Keynesians argued that the state should manage the amount of de-
mand in the economy to maintain full employment. Others advocated a
command economy, in which the government would decide price levels,
oversee the allocation of scarce resources and run the most important parts
of the economy (the “commanding heights™) or, in communist countries,
the entire economy. The role of the state increased at the expense of mar-
ket forces. Economists provided plenty of examples of market failure that
seemed to justify this.

Since the 1950s, there has been growing evidence that government in-
tervention can also be flawed, and can often impose even greater costs on
an economy than market failure. One reason is that when a government
acts, it usually does so as a monopoly, with all the attendant ecomomic inef-
ficiencies this implies, In practice, policies of Keynesian demand manage-
ment often resulted in inflation, and thus lost much of their credibility.
There was growing concern that public investment was crowding out su-
perior private investment, and that other public spending on things such
as health care, education and pensions was similarly discouraging private
provision. Government management of commercial enterprises was often
seen to be inefficient and, starting in the 1980s, nationalization gave way
to privatization, Even when the state was not directly responsible for eco-
nomic activity, but instead set the rules governing private behaviour, the-
re was evidence of regulatory failure. High rates of taxation started to dis-
courage people and companies from undertaking economic activities that
would, without the tax, have been profitable; wealth creation suffered.

Most economists agree that there is a need for some government role
in the economy. A market economy can function only if there is an adequa-
te legal system, and, in particular, clearly defined, enforceable property
rights. The legal system is probably an
example of what economists call a pub-
lic good (although the existence in
many countries and industries of so-
me self-regulation shows it is not al-
ways so),

Although politicians in many co-
untries spent the 1980s and 1990s tal-
king about the need to reduce the role
of the state in the economy, and in
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many cases introduced policies of privatization, deregulation and liberali-
zation to help this happen, public spending continued to increase as a share
of GDP.

Classical economists had long recognized the need of government to pro-
vide goods and services that would not or could not be provided by the
private sector. But they urged that this participation be kept to a mini-
mum.

Paul Samuelson and Milton Friedman have different views on what role
the government should play in the economy. Samuelson argues that too
many of the problems the classical economists wanted to leave to the mar-
ketplace were not subject to its influence. These externalitics, affecting
things like public health, education, and environmental pollution, were not
subject to the laws of supply and demand. Consequently, it was up to go-
vernment to establish goals for the economy and use its powers to achieve
them,

Milton Friedman sees things differently. Like the classical economists
of old, ke regards supply and demand as the most powerful and potentially
beneficial economic forces. The best that government can do to help the
economy, in Friedman’s view, is to keep its hands off business and allow
the market to “do its thing.” The minimum wage laws are a case in point,
Whereas Samuelson endorses minimum wage laws as a means of helping
workers at the bottom of the income ladder, Friediman would argue that by
adding to unemployment, they harm the very people they were designed
to help. That is, he explains, by increasing labour costs, minimum wages
laws make it too expensive for many firms to hire low-wage workers. As
a result, those who might otherwise be employed are laid off,

On the one hand, Samuelson endorses the concept of governiment-spon-
sored programs such as public housing and food stamps as means of redu-
cing poverty. Friedman, on the other hand, would prefer to give the poor
additional income and allow them to use the funds to solve their problems
without government interference. To apply this concept, Friedman sug-
gested the “negative income tax,” which would apply a sliding scale of pay-
ments to those whose income from work fell below a stated minimum.

C.2, Read the text again and complete the sentences using your own
words as much as possible.

1. Others advocated a command economy in which ...

2. The reason that government intervention can impose even greater
cost on economy than market failure is that ...

3. High rates of taxation started to ...
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4. A market economy can function only if ...

5. Classical economists urged that ...

6. Samuelson argues that ..,

7. Friedman sees things differently, ...

8. Whereas Samuelson endorses minimum wage laws as a means of hel-
ping workers ..,

9. Friedman suggested the “negative income tax,” which ...

C.3. Decide whether these statements are True (T) or False (F).

1. Keynesians argue that the state can in no way maintain full employ-
ment,

2. All the economists reject a command economy as the most ineffici-
ent one.

3. Only market failure can impose the greatest costs on an economy.

4. Government management of enterprises is seen to be the only ineffi-
cient way.

5. High tax rates encourage people and companies to undertake additi-
onal economic activities.

6. A market economy can function well without any legal system and
state control.

7. According to Friedman, the best the government can do to help the
economy 1s to take business in its hands.

8. Samuelson turns down the government-sponsered programs for wor-
kers, saying that they should think about themselves.

“®: D. Yocabulary

D.1. Learn the vocabulary and make up your own sentences.

imminent { adj) — which is going to happen very soon

painstaking {adj} — careful, thorough

surmount (v} — to succeed in dealing with {(especially a difficulty),
to overcome

roll over (phr v) — an amount of money such as a pension or in-
vestment continuing to be invested or ient without stopping

dash the hopes — to put an end to; to strike violently often resul-
ting in damage or destruction

hover (v) — to stay around one place, especially in a way that is an-
novying
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foreclose (v} — to take back property because of someone’s failu-
re to repay
stasis (n) — a balance between different forces and influences
D.2. Choose the right definitions of the words and use them in your
own sentences:
1} an advocate;  a) to express approval or support of (opinion, action, ete.);

2) to oversee; b) a person who speaks for or supports an idea, way of life;

3) aflaw; ¢) not much or many compares with what is wanted:

4) attendant; d) something outside; that can be sgen but is not natural or real;
5) scarce; e) happening at the same time as or as a result of something else;

6) 1o crowd out: f} asmall sign of damage that makes an object not perfect;

7) externality;  g) to watch to see that work is properly done;

) a cas¢ in point; h) which proves or is an example of the subject under consideration,
9) to endorsc.

D.3. Which words do the following sentences define?

L4

The amount by which something is less than what is needed, especi-
ally the amount by which money that goes out is more than money
that comes in:

a) lack; b) deficit; ¢) scarcity.

A fixed regular payment made by employers, usually monthly, for pro-
fessional or office work:

a) salary; b) wages; ¢) earnings.
To keep watch over a job or activity as the person in charge:
a)control; ) supervise; ¢) oversee.

Someone who follows or supports a particular person, belief or cau-
se, efc.:

a) supporter; b) follower; ¢) backer.
To set apart for a particular purpose:
a) aflocate; b} allot; ¢} distribute,

Not working or performing in a satisfactory way, especially because
of waste of wastefulness or lack of ability or organization:

a) inefficient; b} inept; ¢) ineffectual,

One’s purpose, a position or object one wishes to reach or obtain:

a) aim; b) target; ¢) goal.

Spending or using up something:

a) expenditure; b} spending; c) outlay.

Anything that brings advantage, help, profit:

a) gain; b) benefit; c) interest.
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¢ To enter into or take part in a matter which does not concern one,
and in which one is not wanted:
a) interfere; b} intrude; c) interpose,

D.4. Insert the following words into the gaps below.

revenues persuade suffer deficit
subsidies approve

Mexico's economy ... from structural weakness, which Mr. Fox has so
far been unable or unwilling to address. One challenge concerns the pub-
lic finances. The central-government budget ... is 0.65 % of GDP. Mr. Fox
has begun to offer ... to special interests, such as farmers and the textile
industry. Although the government ... the opposition-controlled Congress
to ... some tax increases last year, it remained dangerously dependant on
volatile ... .

E. Make a summary of the text

Use the active vocabulary.

~ F. Grammar notes

Mixed Conditionals
All types of conditionals can be mixed. Any tense combination is pos-
sible if the context permits it.

Conditional clause (if-clause) Main clause

‘tf* + Past Simple or Past Continuous ‘will” + bare Infinitive

If I had enough money, [ would (1'd) retire.

‘if* + Past simple 1 ‘would” + Perfect Infinitive

If I were vou, I wouldn’t have been so assertive yesterday.

*if* + Past Perfect or Past Perfect Continuous | ‘would’ + bare Infinitive

If she had been told abort the meeting, she would be at it.

Wish Clauses. We use ‘wish’ with Past Tense forms (Simple and Con-
tinuous) to express regret about present situation.

E. g.. I wish I knew the problem better (= but I don't).

After ‘I wish’ we can use ‘were’ instead of ‘was’ in all persons.

E. g.: I wish [ were maore help.
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We can use ‘wish’ with ‘could’ to express a wish for a present situation

to be different.

E. g.: I wish I could use computer well.

We use ‘wish’ with ‘would’ to say how we would like somebody to be-

have in the future as well as in situations that do not involve people,

E. g.: I wish you would stop finding faults with me,

I'wish the environment in the company would be friendlier.

We use ‘wish’ with the Past Perfect when we have regards about the

past.

E. g.: I wish [ hadn’t taken ker advice (= but [ did).

We can use ‘if only’ instead of ‘I wish’, but it is more dramatic,

E. g.: If only [ were not sacked,

If only I had known ke was my boss,  would have never joked that way.

F.1. Put the verbs in brackets into the correct form.

1. These are miserable times for managers, everything is being cut —
jobs, budget, investment plans. If only there (be) somewhere else
to go.

2. If only Europeans (be) sidelined, the new agenda would be led and
defined by America, and Europe would have little say in how future
threats would be faced.

3. If the campaign to oust Saddam (mean) invading Iraq, months would
be needed to prepare,

4. I wish the Europeans (be not brought) in, otherwise they would slow
everything down and the opportunity would pass.

5. If Barcelona summit (fail) to give liberalization a boost, the outside
world would have stopped listening to the high-sounding promises
WO years ago.

6. [ wish projected fiscal deficit (look) optimistic.

7. If the GDP revision (hold), America would not have had a recession
in the technical sense of two declining quarters of output.

8. Everyone wishes the foreign-owned manufacturers (can) thrive des-
pite all the annoyance of life.

9, Unless spending in the 23 provinces (can) be brought under control,
the IMF believes the renewing aid to Argentina will prove useless.

F.2. Imagine what would happen in the following situations.
1. If the government of your country lowed interest rates ..,

2. 1 wish the rouble was the strongest currency. If it ...

3. Hinflation was high...
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4. If only the sale of alcohof was banned in Russia ..,

5. f the Central Bank collapsed in the country ...

F.3. Complete the following sentences with the appropriate conditi-
onal clause.

1. If a country is export-oriented, ...

2. If debts continued to grow in real terms through recession, it ...

3. I wish Russia had entered the WTO two years ago. Then ...

4. If only America had enough own oil resources, ...

5. 1 wish consumer prices never rose. Then ...

G. Reading the English newspaper

G.1, Read the article :_md do the exercises.

Carving Up the Scraps of Power

“The Economist”

For months Argentina'’s president and his finance officials promised that
an IMF deal was imminent. Recently it seemed that this might even he
true, But it has become clear that for every obstacle the government pa-
instakingly surmounts.

The government is still going through the motions of trying to reach an
agreement with the IMF which would at least roll over Argentina’s obliga-
tions to the fund itself, The economy minister wrote his own draft plan of
intent (though such documents are normally negotiated), but the IMF das-
hed his hopes. The Funds spokesman said that the two sides were not tal-
king about any kind of final timetable for a deal.

The Argentina’s government thinks this unfair. The economy seems to
have stopped shrinking at last. The peso has hovered close to 3.60 to the
doliar, inflation remains restrained. The central bank’s reserves have risen
a little. So have tax revenues. The central government had a budget surplus
of 200 m pesos in July, though that would disappear if Argentina resumes
debt payments,

But the government has yet to show that it has a coherent economic
program. It has not decided what to do about bank deposits frozen by the
previous government. Congress, having blocked a plan to turn these into
bonds, has turned its attention to bank bashing. The average Argentine
still blames the banks for the confiscation of savings and much else besides.
The banks, in turn, having written off huge losses, want reassurance that
Argentines still want a banking system.
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Congress recently extended for three months a ban on mortgage forec-
losures and the seizing of debtor’s cars. The Senate unanimousty approved
a bill reinstating a 2 % tax on interests and commissions for a bankrupt
trade-union health scheme. Another measure would make foreign banks’
head officials liable for new deposits in their Argentine branches. Until
such measures are withdrawn, the banks want any deal with the IMF hal-
ted. But they have agreed with the government to delay indexing most
toans to inflation.

Then there are the courts. On taking office in January, Mr. Duhalde
misguidedly set in motion the impeachment of the Supreme Court. But
having failed to raise the necessary two-thirds majority in Congress, he is
now desperately lobbying to halt this because the court is bloody-mindedly
ruling government measures unconstitutionat. Last month, it struck down
a 13 % cut in government salaries and pensions made last year, That cre-
ates a large fiscal hole. The court may also reverse a government decree
which converted dollar deposits into pesos. That would mark the end of
the banking system, whose dollar denominated assets were turned into (de-
valued) pesos at par.

The creeping paralysis of government has led to calls for the presidenti-
al election to be brought forward. But the candidacy of the ruling party is
being squabbled over by half a dozen contenders.

Argentines are clamouring for new leaders. But none has yet appeared.
The danger Argentina faces is one of stasis, in which the election fails to
produce a government capable of imposing its will, or of starting to rebuild
the country’s discredited institutions. No wander that the IMF is now de-
manding “political consensus” for any deal.

G.2, Answer the questions,

1. What progress has Argentina made under the interim president?

2. Why do you think the country needs a new government?

3. In what way do the present Argentina’s government influence the

economy?

G.3. Use the new vocabulary while rendering the text,

G.4. Find the English equivalents in the text to the words below. Use
them in your own situation:

1} BoccTanaBaBarh (NOPAZOK HJIH B IIPCIKHEM HOJIOKEIHH );

2) MOKYIIATLCA HA YTO-TO, 3aJJaBaTh TPENKY;

3) cpasuTh, CBAsINTD;

4) B3ROPHTD, NPEPEKATLCA NO MIYCTIKAM;
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5) cOMepHIEK, NPeTeH/IeHT, KaHAWIAT;

6) TpeboBarh.

G.3. Find the sentences in the text with the synonyms to the given
words and translate these sentences into Russian:

1) meticulous, serupulous;

2) to cease, Lo stop;

3) impediment, snag;

4)to diminish, to dwindle;

3)to curb.

G.6. Find words in the text which mean the foliowing:

1) a person chosen to speak officially for a group;

2) naturally or reasonably connected and therefore easy to understand;

3)an ameunt additional to what is needed or used;

4)an amount of money usually related to the value of goods sold, paid to

the person whe sold them;

3) to attempt to influence someone in order to persuade them to support
one’s actions, needs or beliefs;

6) a person who takes part in a competition;

7)a quantity of something kept for future use; store;

8) a plan with a list of the times at which stated events are to happen;

9) the first rough and incomplete form of something written, drawn, or
planned.

H. Reading the Russian newspaper

H.1. Read the article, find key sentences and translate them into Rus-
sian.

POAb NPAaBUTEALCTB. BEAMKME PacTOYMTEAM

Aran Bummnu, «Bedosocmu»

HpaBMTEJIbCTBEHHhIﬁ KOHTPOJIb 34 pac¥oaaMu A NpoH3BOANTEALHOCTRIO,
BBeEHHBIT B BOCHHOE BpeMs, CErOAHSA CTall IpeporaTHBO pazsitoro ro-
CYAApCTBA.

Hexoropble NpaBuTe beTBEHHBIE HHCTHTYTH OK&3a/HCh YAHBHTEARHO
crofiknMH. Hampiimep, cucTeMa Hanoroobnoxennn Benuxobputanny,
pBedeHHad 200 set Haszan A8 duHaHcHposanuAa BoiH ¢ Hanoaeonom,
COXPaHHJIA CBOH NepBoRAYANILHBIN 00Nk, EHHCTEERHAS YIpo3sa ee MHO-
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TOTTeTHEMY CTATYCY — EKErOAHOe YTBePIKIEHHE NyTeM roaocosanud B ITap-
JIAMCHTE.

MMono6nasa DOIr0BeYHOCTE CHCTEMB HaA0r000A0Ke Ul — HE TONBKO
AAHDL NPHBBIYKe U Tpa/AHIHH. CaM TOT (DaKT, 4TO NPABUTENBCTBO B COCTO-
SHHK KOHTPOJIPOBATh JKOHOMHYECKYIO CHTYALNMIO B CTPAHE, ¢BHUAETEb-
CTBYET G €e PA3BHTOCTH.

Ho XIX B. Tocynapetsetible pacxoibl OLUTH B 3HAYHTENLHOI cTenexn
orpaln4enbl HyKAAMH 1la Rejleline pasMAbX BoiiH. HeobOxomiocTs
COIEPKATH TIpOPeCCHOHANBHYIO ApMILIO caMa no cebe ObLTa AOCTATOUHON,
4yr06B! NOACTETHBATL NpOBeleltle TIOTHTHYECKHX pedopM B cTpale: an-
ramiickan mexzoycotHas soiina XVII . notpeGosana 0T npaBHTenLCTRA
KECTKOTG KONTPONs 32 oOLIeCTBEIIIINIMH (DHITAHCAMH, YTO NOAPA3YMEBA-
710, B YaCTHOCTH, 60ph0y 3a YILTATY HATIOTOB Ha COLCPIKAHIIE ApMINL

Ho, xoraa 8 XI1X B. 0pon3onia HHAYCTPHAALHAS PEBOJOLKS, & TCXHO-
JIOTHH HPOH3BOUCTEA CTaNH BOMee CTOXKHBIMH, NPaBHTENLCTRA PelUIHAR
HEMEJEHHO TPKHSITh YYacTHe B co37altui HibpacTPYKTYPbl, KOTOPas! Ja-
Ja 681 BO3MOXKIOCTD PASBHBATLHCH YACTHOH KOMMEpPUHN.

To ecTh, CHCTEMA 1EA10r0060KeHUA 10K Ha 6blna ObITh MomihHILH-
POBAHA, YTOGuL GBITh B COCTOSHHIL BCCTI YYeT HOBBICHRIINXCH PACXOR0B.
TpagHIHONHO, AKNH3HbIE CHOPBE 1A TOBAPB! H TAMOKeHHBIe NOULIHHBL Ha
HMIIOPT COCTABAAN OCHOBHOH HeTownuk noxona. B 1850 r. TamoxkeHHbIe
IHOLILTIIHL OBIAH MCTOYHHKOM ADXOMa /IS (pelepasiblibiX IIPABUTEALCTE
CIIIA, n fonee uear Ha 40 % jns BemukoOpuranni.

OryedeHuniil B KoHIle BoiH ¢ HanmoseonoM mojoxoAirbiiil Hador Gbla
BIOBL BBeJeH B 1841 1, KOHCEPBATHRIILIM NTpaBHTEAbeTEOM Pobepta Piima,
KOTOPOE CTOJAKHVAOCH ¢ (PHHAHCOBBIM KPH3HCOM B KeJIe3UCGA0pORU0H
CHCTCME Il € PACTYIUHM TOCYEapCTBeHHBIM AedHIlITe,

Ho nomumo atoero, snaoth po XX B, yciieHIEe NPABITENbCTBEHHOTO
KOHTPOJIA 32 IKOHOMHKOI ObLa0 Bechya HeaHaduTeabHbiM. B 1900 r. Toxnb-
ko 10 % (a B CIIIA Toabkn 3,3 %) HAIHONHAABIIOTO J0X0A4 B NHAYCTPHAAL-
HEBIX cTpaHax H3BJICKAIOCE 1i3 HANOrOR, [IpaBuTenbeTBa TPHAEPKHBATIIChH
ROKTPHHK CBOBOAHBIX NpeARPHATHI H cBOO0AHOH TOpProaa,

Oxauako B peaynbTaTe BoiiH XX B. 0B1IceTBEHHELR DAacko/ (bl TPHGAR3HIICH
x coppemMentiomy 3040 %-Homy yposuio. Haunnast ¢ 1930 r. zpa dakropa
BAMWAMH Ha POCT OGIUICCTBEHHBIX PACX0A0E — CYPOBLIH ONBIT AENPecci B
HHIYCTPUAALHOM MHpPE 11 [OSIBJIEHNE TEOPETHUECKOro 000CHoBANKS Heoh-
XOAUMOCTH NPaBHTENBCTBEHIONC BMeIllaTebeTBa B akoioMiky. B CIITA
BANPOCE TOCYAAPCTRA, CBA3AHHbIE ¢ Aenpeccieii, O3B0 Pe3UAeHTY
Py3peabTy pacluivpiTh cepbl BARAHRA (penepanbHOTC NpaBHTENbCTEA,
Hexotopeie ofpammaan Bocxnnelblie B3MAAN Ha Poccuio, kotopas B Xxoze
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CTPOWTEJBCTBA KOMMYHI3IMA OCYIISCTBUIA YAHUBHTEILHO OBICTPY IO NlI-
AYCTPUAJIBAI0, YCTALOBHB TOTAMNbHLET HaZI30P Hal 2KOHOMHKOH.
[Mocnesoetnplii nepnod 8 3anagnoil Eepone sakpenua 3a npagntesnb-
CTBOM POJIb CTOJIA DKOHOMIKH, B H0/ibILIHCTBe cTpal UpaBHTeNbCTBA Oe-
pyT Ha cebsa elle HOABLIYID OTBETCTBEHHOCTD 3a COlHAALHOe Oiaromoay-
Y1I€ ¢ TTOMOWBIO COUHATBU0E CHCTEMBL CTPaxoBalIs,
37Ta nocAeBoeHHAR MOAEb CMEeIIaHHOIT 3KOHOMUKY Ghina MoandUnL-
poBana, Hoctce Toro kak B 1970 r. pasiocTopoHHee BMeIaTeALCTBO NIpaBH-
TEJABCTB B 3KOHOMHKY [POAEMOHCTPIIPOBANIC CBOK HECOCTOATENBHOCTS.
B 4acTHOCTI, NPABHTEABCTBA AWMLY el HANNONAININPOBAHHBIX UH-
AYCTPHAJBHBIX NPeAlIPHATHH, PacCUMTHIBAS HA TO, YTC NOBRIICHHAA 3(-
qreKTHBHOCTh YACTHOI'O YilPABJEHNA HAYHET IICPCBCIUHBATL CTPATEIHYe-
CKHE U AHMCTPREYTHBHBIE IPHUHIIN OGIIECTBEH 1OM0 BJAAACHEA YKOHOMMKOL
Oxnnako, HECMOTPA HA TO, YTO OOABLIMHACTBO KPHTIKOBALC IOCYAAD-
CTBCHHBE] KOUTPOUL B Teyente 1980-X IT., orpaiiiyiTd ero OplA0 HENPOCTO.
K 1995 r. xosia 3aHATHX B TocyAapeTReHHOM cekTope BenuxoGpuratny
cOKpariviack HauuHas ¢ 1979 r. uanoaosniy xo, npndnusureneto, 16 %.
Ho 11eBMelnaTenbCTBO FOCYAAPCTRA B IPOH3BOACTRO e OCTAHOBILIO PACXOJIBI,
Toka ocossanie HEODXOAHMOCTH «H3TIIANIS»> [OCYAApCTBa H3 BCEX FKO-
HoOMUNecKIIX cdep He MpHAeT B CTeRYIOWUH BeK, MaNo BepoATHO, uto Oy-
JET COKPALie HO NPOTPECCHPYIOIICE NPABHTEILCTEENHOE PACTOYIITENBCTBO,

H.2. Render the article using the active vocabulary,

{, Speak up

1.1. Answer the questions.

1. What actions should government take to keep economy from slump?

2. In what situation should the government cut its spending?

3. Do you agree that the companies rescned by the government can be
restored to health? Can you give an example of any eompany in your
country?

4, Do you think that government always benefit from high tax rates? In
what situation do the total revenues collected by the government ac-
tually decline?

1.2. Discussion topics.

1, Do you think there is too much or government in your country?

2. Whenever a nation appears to be entering into a period of recession
or inflation government is expected to take steps Lo reverse the trend.
(In your opinion) what steps might they be?
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3. What do you think about the way the government spends taxpayers’
money in your country?

4, Should the government bail-out the failing companies? Give your re-
asons,

5. “When tax rates are so high that they discourage investment, the we-
alth and jobs that might have been created are lost.” Explain this sta-
tement.

L.3. Read the paragraph from the text “Keynes revisited” and answer
the questions.

This week, with little ceremony, President George W, Bush quietly bro-
ught to a close more than a decade of US economic policy orthodoxy, By
signalling his support for lower taxes and higher public spending in the
next year that could reach as high as § 130 bn (£ 88 bn) — 1.3 percent of
gross domestic product — he threw the US administration’s weight behind
the proposition that a temporary deficiency in aggregate demand should
be met by a shift in government finances from surplus Lo deficit.

This argument, the simplest distillation of the teachings of John May-
nard Keynes, has been out of favour in much of the industrialised world for
10 years or more, But with the world’s three largest economics — the US,
Japan and Germany - all in recession or close to it, the conventional wis-
dom is up for re-assessment. At Saturday’s gathering in Washington of fi-
nance ministers and central bankers from the Group of Seven leading in-
dustrial nations, the burden of expectation will fall on governments to play
their part in averting global recession by cutting taxes and boosting public
spending.

“In the general response to the terrorist attacks, the governments of the
developed world have been showing a commendable degree of ¢co-ordinati-
on,” says Fred Bergsten of the Washington-based Institute for Internati-
onal Economics. “Now is the appropriate time for the G7 countries to mo-
unt a coordinated fiscal stimulus.”

Inthe US, the intellectual climate has shifted decisively in favour of just
such an activist policy. In the rest of the world, however, a revival of Key-
nesianism is still viewed with suspicion.

1. In what economic situation are lower taxes and higher public spen-

ding preferable?

2. Why is Keynesianism still viewed with suspicion?

3. At a meeting in New York with the nation’s business leaders a distin-

guished member of the Keynesian club said: “Only under these cir-
cumstances should governments deficit-spend: if there’s a national
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emergency, if there's a recession or if there's a war.” Noting that at
least two, if not all three, of those conditions were met, he went on:
“We've got to do what it takes to make sure this economy gets gro-
wing so people can find work.” Comment on this statement and give
your own point of view.

4. Discuss the government actions in case of national emergency in yo-
ur country.

A ). Case study
J.1. Read the following selection.

How Government Can Affect Market

What can happen when government intervenes in a market economy?
Using imaginary figures, we will take the market for potatoes as an
example.

The demand and supply schedules show how many bushels farmers wo-
uld be willing to put on the market at each price.

Price Quantity Demanded Quantity Supplied Result
$3.00 10,000 bu 60,000 bu Surplus
$2.50 15,000 bu 50,000 bu Surplus
$2.00 20,000 bu 40,000 bu Surpius
$1.50 30,000 bu 30,000 bu Equitibrium
§ 100 40,000 bu 20,000 bu Shoitage
$ 050 50,000 bu 10,000 bu Shortage

The graph below shows the supply and demand situation presented in
the above table.

For example, at a price of $ 3.00 per bushel, buyers would purchase only
10,000 bushels; but farmers would put 60,000 bushels on the market, There
would be a surplus of potatoes. At $ 1.00 per bushel, buyers would try to
purchase 40,000 bushels, but farmers would be willing to put only 20,000 on
the market.

There would be a shortage of potatoes. Equilibrium occurs at the price of
$ 1.50, at which buyers would be willing to purchase 30,000 bushels and
farmers would be willing to produce and sell 30,000. There would he no
surplus and no shortage. The market would be “cleared.”
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Now, suppose that the government decides that farmers ought to rece-

ive at least § 2.00 per bushel.

That is, it pues a “floor” under the price and

takes action to prevent the price from falling below $ 2.00. In the graph
below, the broken line at $ 2.00 shows this “floor” price. Notice where this
broken line touches the demand curve (D). Go from this point down to the
horizontal axis at the bottom. It shows that buyers will purchase only

20,000 bushels at this price.

Notice where the broken line touches the
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supply curve (S). Moving from this point down to the horizontal axis at
the bottom, you will see that farmers will try to put 40,000 bushels on the
market when the price is § 2.00. As a result, there will be a surplus of pota-
toes. Consumers will pay more for potatoes, even though there is a surplus
of unsold potatoes in existence.

J.2. Describe the graphs and discuss with a partner the following
problems. Share your ideas with the whole group.

1.

[ %51

What will happen if the government raises the support price to
$ 2.507 How many bushels will be purchased? How many will be pro-
duced and put on the market? How large will the surphus be?

. Suppose that the government decides to put a “ceiling” on potato pri-

ces, forbidding farmers to charge more than $ 1.00 per bushel. How
many bushels would appear on the market? How many bushels wo-
uld buyers be trying to purchase? Would there be a shortage or
a surplus?

. Instead of potatoes, consider the price of [abor (wages per hour). As-

sume that hourly wages for a particular type of worker (unskilled ta-
borer) and the supply of workers are at equilibrium at $ 4.35 per ho-
ur. What will happen if government increases the legal minimum
wage from $ 3.35 per hour to $ 5.50 per hour?

. Using the same principles, what will probably happen to the supply of

apartments if the government sets a legal “ceiling” on the amount of
rent a landlord can charge if it is below the equilibrium price for ren-
tal property?

. I it is the role of government to assuve economic security and equity,

are there situations where price supports or ceilings are necessary?



Unit 10
Monetary and Fiscal Policy

A. Preliminary discussion

1. How does the federal government manage the US economy?
2. What are its objectives?
3. What role does the Federal Reserve play in managing the economy?

B. Pre-reading exercises

B.1. Skim the text and give its key idea.

B.2. Scan the text for the following information,

1. What are strengths of monetary policy?

2. If the money supply is $ 150 billion, what will total spending be if
velocity of money is 4?

3. What is federal funds rate?

C. Reading

C.1. Read the text and answer the questions,

1. Why is monetary policy a more subtle and more politically conserva-
tive measure than fiscal policy?

2. How can changes in banking practices reduce the Fed's control of the
money supply?

3. What are the effects of tight and easy money policies?

. When does the velocity of money decline?

5. How can the Fed obtain the market interest rates it desires?

.
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Effectiveness of Monetary Policy
C. R McConnell, 8. L. Brue

Strengths of Monetary Policy

Most economists regard monetary policy as an essential component of
1J.S, national stabilization policy, especially in view of the following featu-
res and evidence.

Speed and Flexibility. Compared with fiscal policy, monetary policy
can be quickly altered. Recall that the application of fiscal policy may be
delayed by congressional deliberations. In contrast, the Open Market
Committee of the Federal Reserve System can buy or sell securities on a
daily basis and thus affect the money supply and interest rates almost im-
mediately.

Isolation from Political Pressure. Since members of the Fed’s Board of
Governors are appointed for 14-year terms, they are not often subject to
lebbying and need not concern themselves with their popularity with vo-
ters. Thus the Board, more easily than Congress, can cngage in politically
unpopular policies which might be necessary for the long-term health of
the economy. And, monetary policy itself is a more subtle and more politi-
cally conservative measure than fiscal policy. Changes in government spen-
ding directly affect the allocation of resources, and changes in taxes can
have extensive political ramifications. By contrast, monetary policy works
more subtly and therefore is more politically palatable.

Shortcomings and Problems

Despite its recent successes, monetary policy has certain limitations and
it encounters real-world complications.

Less Control? Some commentators suggest that changes in banking
practices may reduce, or make less predictable, the Fed’s control of the
money supply. People can now move near-monies quickly from mutual
funds and other financial investiments 1o checking accounts, and vice versa.
A particular monetary policy aimed at
changing bank reserves might then be
rendered less effective by movements
of funds within the financial system,
For example, people might respond to
a tight money policy by quickly con-
verting near-monies in their mutual
fund accounts or other liquid financial
investments to money in their chec-




172 AHTAMPACKAN S3bIK AAS SKOHOMMCTOR

king accounts. Bank reserves would then not tall as intended by the Fed,
the interest rate would not rise, and aggregate demand might not change.
Also, banking and finance are increasingly global. Flows of funds to or from
the United States might undermine or render inappropriate a particular
domestic monetary policy, Finally, the prospects of E-cash and smart cards
might complicale the measurement of meney and make its issuance more
difficult to control.

How legitimate are these concerns? These financial developments co-
uld make the Fed’s task of monetary policy more difficult, But recent stu-
dies and Fed experience confirm that the traditional central bank tools of
monetary policy remain effective in changing the money supply and inte-
rest rates.

Cyclical Asymmetry. If pursued vigorously, tight money can deplete
commercial banking reserves to the point where banks are forced to reduce
the volume of loans. This means a contraction of the money supply. But an
easy money policy suffers from a “You can lead a horse to water, but you
can’t make it drink” problem. An easy money policy can ensure only that
commercial banks have the excess rescrves needed to make loans. It cannot
guarantee that the banks will actually make the loans and thus that the
supply of nioney will increase. If commercial banks, seeking fiquidity, are
unwilling to lend, the efforts of the Board of Governors will be to little
avail. Similarly, the public can frustrate the intentions of the Fed by deci-
ding not to borrow excess reserves. Additionally, the money the Fed in-
jects into the system by buying bonds from the public could be used by the
public Lo pay off existing loans.

In short, a potential cyclical asymmetiy is at work. Monetary policy may
be highly effective in slowing expansions and controlling inflation but lar-
gely ineffective in moving the economy from a recession or depression to-
ward its full-employment output. This potential cvclical asymmetry, ho-
wever, has not created major difficulties for monetary policy in recent eras.
Since the Great Depression, higher excess reserves have generally transla-
ted into added lending and therefore into an increase in the money supply.

Changes in Velocity. Total expenditures may be regarded as the money
supply multiplied by the velocity of money — the number of times per vear
the average dollar is spent on goods and services. If the money supply is
$ 150 billion, total spending will be $ 600 billion if velocity is 4 but only
$ 430 billion if velocity is 3.

Some economists feel that velocity changes in the opposite direction
from the money supply, offsetting or frustrating policy-related changes in
the moaey supply. During inflation, when the money supply is restrained
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by pelicy, velocity may increase. Conversely, when imeasures are taken to
increase the money supplv during recession, velocity may fall.

Velocity might bebave this way because of the asset demand for money.
An easy money policy, for example, means an increase in the supply of mo-
ney relative to the demand for it and therefore a reduction in the interest
rate. But when the interest rate — the opportunity cost of holding money
as an asset — is lower, the public will hold larger money balances. This
means dollars will move trom hand to hand — from houscholds to bustnes-
ses and back again — less rapidly. That is, the velocity of money will decli-
ne. A reverse sequence of events may cause a tight money policy to induce
an increase in velocity.

Interest as Income. Monetary policy is based on the idea that expendi-
tures on capital goods and interest-sensitive consumer goods are inversely
related to interest rates, We must now acknowledge that businesses and
households are also recipients of interest income, The size of such income
and the spending which flows from it vary directly with the level of inte-
rest rates.

Suppose inflation is intensifying and the Fed raises interest rates to
increase the cost of capital goods, housing, and automobiles. The complica-
tien is that higher interest rates on a wide range of financial instruments
(for example, bonds, certificates of deposits, checking accounts) will incre-
ase the incomes and spending of the households and businesses that own
them. Such added spending is obviously at odds with the Fed’s effort to
restrict aggregate demand.

The point is this; For those who pay interest as an expense, a rise in the
interest rate reduces spending, while a decline in the interest rate increases
spending, But for those who view interest as income, a rise in the interest rate
increascs spending, while a decline in the interest rate reduces spending. The
change in spending by interest-income receivers partly offsets and weakens
the change in spending by purchasers of capital goods, homes, and autos.

Recent Focus: The Federal Funds Rate

in the past few years, the Fed has communicated its changes in mone-
tary policy by announcing changes in its targets for the federal funds rate.
(Recall that this rate is the interest rate which banks charge one another
on overnight loans.) Statements by the Fed that it intends to increase the
Federal funds rate suggest a “tighter” monetary policy is coming, while
statements that it intends to reduce the Federal funds rate foretell an “easi-
er” monetary policy. Interest rates, in general, rise and fall with the Fede-
ral funds rate.
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The Fed does not set either the Federal funds rate or the prime rate;
each is established by the interaction of lenders and borrowers. But becau-
se the Fed can change the supply of excess reserves in the banking system
and then the money supply, it normally can obtain the market interest ra-
tes it desires. To increase the Federal funds interest rate, the Fed sells
bonds in the open market. Such open-market operations reduce excess re-
serves in the banking system, lessening the excess reserves available for
overnight foans in the Federal funds market. The decreased supply of ex-
cess reserves in that market increases the Federal funds interest rate. In
addition, reduced excess reserves decrease the amnount of bank lending and
hence the amount of deposit money. We know that declines in the supply
of money lead to increases in interest rates in general, including the prime
interest rate.

In contrast, when the Fed wants to reduce the Federal funds rate, it
buys bonds from banks and the public, As a result, Lthe supply of reser-
ves in the Federal funds market increases and the Federal funds rate dec-
lines.

The money supply rises because the increased supply of excess reserves
leads to greater lending and creation of deposit money. As aresult, interest
rates in general fall, including the prime interest rate,

C.2. Decide whether these statements are True (T) or False (F).

1. According to recent studies the money supply and interest rates can

be effectively changed by the traditional central bank tools.

2. Monetary policy is an instrument for moving the economy from a re-

cession.

3. During inflation velocity may fall when the money supply is restra-

ined.

4. Expenditures on capital goods and interest rates are mutually depen-

dent.

5. The Fed sets the prime rate.

®: D. Yocabulary

D.1. Learn the vocabulary and make up your own sentences.

money supply — the amount of money in an economy at a particu-
lar time, and the speed with which itis used

subtle {adj) — very clever in noticing and understanding

near-money — something that can easily be turned into cash, for
example some types of bank deposit
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checking account — an account that allows the customer to use
a checkbook and provides services such as bill payments

aggregate demand — the total demand for gods and services in
an economy

issuance () — if an organization issues securities such as bonds
and shares, it makes them available for people to buy

tight money — money that costs a lot to borrow because interest
rates are high

deplete (v) — 1o lessen greatly in amount, contents, etc.

easy money — when there is easy money, banks and other organi-
zations are willing to lend money, and interest rates are low

avail {n) — getting what you want

velocity of money — the number of times a particular unit of mo-
ney is spent over a period of time

opportunity cost — the real cost of doing something, including
the cost of things that you cannot do because of the choice you have
made

recipient (n) — someone who receives something

Certificate of Deposit (CD) — a sum of meney left with a bank for
a particular period of time, and the document showing details of this

be at odds — if two statements, descriptions, actions, etc. are at
odds with each other, they are different although they should be the
same

federal funds rate — the interest rate banks charge each other

prime rate — the most favourable interest rate for borrowing by
a bank’s best customers, those companies with the least risk that they
will not repay the loan

D.2. Give English equivalents to the following words and expres-
sions:

1) HaXOIHThCA B IPOTHBOPREYHI, HE COCTBETCTBOBATE;

2) Tonknil, npoRAUATEALHDIN; YMHBIH;

3)1CToMATh, HCYepPNbiBaTh 3alackl/pecypchl, VMEHBIUATD;

4) nipafiM-peiit; basHcHAT CTABKA;

3) «TOYTH-AEHbTHS;

6) neHe:KHAd Macca;

7) «JeleBsle NeHbT Y]

8) npouenTtHag cTaBka no «pegepaibHbIM (QOHIAMS;

9) Texyuuii cuert;
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13 neayuaresn,;

11) neno3uTHLIH cepTHdiKaT;

12) coBOKVITHBIH CITPOC;

13) BMelicHHBIE, CKPBITHIC U3EPKKIH;

14) nyck B obpauieniie;

15) cropocth 00pallenna Jerer;

16} BhirONA, 11051B32;

17) «noporiie AeHbri».

D.3. Choose an appropriate word or expression from the box to comple-
te the following sentences. Translate the sentences into Russian.

federal funds rate money supply aggregate

demand tight money velocity of money
at odds near-monies deplete

i. People might respond to a ... policy by quickly converting ... in their

mutual fund accounts or other liquid financial investments to money
in their checking accounts.

. Bank reserves would then not fall as intended by the Fed, the interest

rate would not rise, and ... might not change.

. Total expenditures may be regarded as the money supply multiplied

by the ... — the number of times per year the average dollar is spent on
goods and services.

. Statements by the Fed that it intends to increase the ... suggest

a “tighter” monetary policy is coming.

. Such added spending is obviously ... with the Fed’s effort to restrict ...
. If pursued vigorously, ... can ... commercial banking reserves to the

point where banks are forced to reduce the volume of loans.

. The Open Market Committee of the Federal Reserve System can buy

or sell securities on a daily basis and thus affect the ... and interest
rates almost immediately.

D.4. Give synonyms for the italicized words in each sentence helow,
or briefly explain their meaning.

1.

When the interest rate — the opportunity cost of holding money as
an asset — is lower, the public will hold larger money balances.

2. Velocity might behave this way because of the asset demand for money.
3. Areverse sequence of events may cause a tight money policy to indu-

ce an increase in velocity.
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4.

Changes in government spending directly affect the allocation of
resoitrces, and changes in taxes can have extensive political ramifica-
Lions.

. Monetary policy is based on the idea that expenditures on capital go-

ods and interest-sensitive consumer goods are inversely related to in-
terest rates.

E. Make a summary of the text

Use the active vocabulary.

# F. Grammar notes

The Gerund

§ 1. Form. The gerund has exactly the same form as the present parti-
ciple: changing, slowing, converting. The -ing form is usually called a ge-
rund when it behaves like a noun and a participle when it behaves like an
adjective. However, there is some overlap between these two main functi-
ons and it is often difficult to make formal distinetion. In broad terms, the
gerund can take the place of a noun, though it can, like a verb, have an
object: She doesn’t mind working avertime. They postponed launching the
new model.

§ 2. Functions:

¢ the gerund often functions in general statements as an uncountable

noun with no article. It can also be replaced by it. Leading a team is
a key management function. It is very important;

sometimes the gerund functions as a countable noun which can be
replaced by it (singular) or they (plural). Shaw often gave readings
of his plays. They were very popular,

we can use a gerund after determiners like a, the, this, a lot of and
some, or after possessives and adjectives: Your quick thinking saved
us alf;

the gerund also has some of the characteristics of a verb: e g, it can be
followed by an adverb or adverbial phrase; Working effectively is
difficult. Tt can take an object: We risk losing our position as market
leader. It can have a perfect form and even a passive: I am sorry for
having wasted your time, I can’t forgive myself for having been taken
by surprise.
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§ 3. Use. The gerund can be used in the following ways:

+ as asubject of a sentence when action is being considered inm a general
sense. Advertising in trade journals has created a lot of interest in our
products;

+ in short prohibitions: No smoking;

+ in compound nouns: waiting /ist. The gerund here carries the main
stress;

¢ as a complement of a verb: Her duty is handling problems with cusro-
mers.

Gerunds after prepositions. When a verb is placed immediately after
a preposition the gerund form must be used: He is thinking of investing.
What else can we do besides buying bonds?

+ Anumberof verb + preposition/adverb combinations (“phrasal verbs™)
take the gerund. The most common are be aceustomed to, be for/aga-
inst, care for, give up, keep on, leave off, look forward to, put off,
see about, take to, be used to. We are looking forward to hearing
Sfrom you. He is used to controlling Ais company.

+ The most important verbs followed by the gerund are: admit, antici-
pate, appreciate, avoid, consider, defer, delay, deny, detest, disli-
ke, dread, enjoy, escape, fancy = imagine, finish, forgive, imagine,
involve, keep = continue, loathe, mean, mind = object, miss, par-
don, postpone, practise, prevent, propose = suggest, recollect, re-
member = recollect, resent, resist, risk, save, stop, suggest, un-
derstand. She admitted taking the money.

+ The gerund is also used after the expressions can’t stand (= endure),
can’t help (= prevent/avoid), it’s no use/good and after the adjecti-
ve worth, It's no use arguing.

+ Verbs + possessive adjective/pronoun object + gerund. Compare:
He insisted on doing it. He insisted on mxy doing it. Verbs and expressi-
ons which can take either construction are: dislike, dread, fancy, in-
volve, like, mean, mind, propose, recollect, remember, resent, sa-
ve, stop, suggest, understand, approve/disapprove of, insist on,
it’s no good/use, object to, there is no point in, what’s the point
of. What's the point of trying so hard? What's the point of your
trying so hard?

¢ ‘Excuse’, ‘forgive’, ‘pardon’ and *‘prevent’ are not followed directly
by the gerund but take either possessive adjective/pronoun + gerund
or pronoun + preposition + gerund: I can'’t prevent him spending his
owm money.
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F.1. Identify all the gerund forms in the text “Effectiveness of Mone-
tary Policy” and translate the sentences into Russian.

F.2. Choose a word from the box to complete the spaces in the artic-
le. After that write down each ‘-ing’ form into the appropriate column:
the gerund or the present participle.

willing multiplying  rising spending easing
slashing  citing falling strengthening  allowing
treating  causing lending eversing

Bank of Japan Eases Monetary Policy

Davwvid Pilling, “Financial Times”

The Bank of Japan on Wednesday surprised markets by (1) ... monetary
policy sharply, (2) ... uncertainty in Japan's financial markets and the pos-
sible negative impact on the economy of the Sars crisis.

The central bank said it would raise the target for current accounts held
at the central bank to ¥ 22,000 bn — ¥ 27,000 bn ($ 184 bn — $ 225 bn),
from the previous level of ¥ 17,000 bn — ¥ 22,000 bn. Under the bank’s qu-
antitative (3) ... policy, begun in March 2001, the Bo] has flooded the mar-
ket with enough liquidity to drive interest rates down to virtually zero.

Because of “uncertainty regarding the economic and financial situation,
the bank thought it appropriate to raise the target balance of current acco-
unts held at the bank to maintain financial market stability, thereby (4) ...
support for economic recovery,” the BoJ said in a statement.

Analysts said the announcement showed that Toshihiko Fukui, who be-
came Bo] governor in March, was (5) ... to be more aggressive than his
predecessor, Masary Hayami. In his short time at the helm, Mr. Fukui has
called an unprecedented emergency meeting, raised the amount of shares
the BoJ can buy from banks and initiated a scheme for the bank to buy
asset-backed securities from simall and mediwn companies,

Even so, Mamoru Yamazaki, chief economist at Barclays Capital, said
the policy moves would have almost no effect on the real economy or on
prices, which have been (6) ... for seven years. He said the supply of more
liquidity would, however, reassure the edgy financial markets, which have
been battered by a sharply (7) ... stock market.

On Wednesday, the Nikkei average responded to the news by (8) ...
2.9 per cent to 7,831.4. Bank shares, which have been battered recently,
rallied sharply. Of the big four, Mizuho rose 8.5 per cent, UF] 11.6 per
cent, Sumitomo Mitsui Financial Group 14 per cent and Mitsubishi Tokyo
Financial Group 14.1 per cent.
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The Bo]J also signalled its intention to help in the workout of bad loans,
which have paralyzed the banks, by (9) ... loans to the Industrial Revitali-
zation Corporation (IRC) as collateral in its money market operations. The
IRC, which begins business next month, is due to buy up to ¥ 10,000 bn of
loans owed by weak, but salvageable, companies in an effort to get them off
banks’ books and ¢lear them through the market.

The Bo]J has long argued that its monetary policy cannot work properly
unless commercial banks are restored to health, (10} ... them to fulfill their
function of (11) ... base money into credit. Risk averse-banks have been
(12) ... their loan books in an attempt to bolster their precarious capital-adeq-
uacy ratios, (13) ... bank (14) ... to fall for more than 60 straight months.

Mr. Yamazaki said that, until bad loans had worked through the sysiem,
BoJ policy was likely to prove impotent in terms of (15) ... deflation. Only
if the government asked the bank to directly fund more (16} ... could the
price fall be halted he said, “Without such a big policy change, it's very
difficult to alter the current price situation.”

The gerund The present participle

G. Speak up

G.1. Answer the questions,

1. Who controls monetary policy in Russia?

2. What are particular features of monetary policy in Russia?

G.2. Analyze current economic conditions and formulate monetary
policy for your country,

H. Reading the English newspaper

H.1. Read the article and do the exercises.

Restoring the Fiscal Option

“The Economist”

Governments seem unable to use budgets to temper recessions. That is
a pity.

The traditional Keynesian remedy for recession -- deficit spending, and
pleaty of it -~ went out of fashion years ago. Asit had come to be applied, it
deserved to. Many govermnents were using budget deficits not merely to
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cushion recessions but, fatally, to boost economic growth year in year out.
That did not work, for the result was chronic inflation and higher taxes.
But such past abuses should not blind governments to the role that hbudge-
tary policy can play in tempering the economic cycle. The fiscal option is
often useful-and sometimes vital.

Yet politicians everywhere, it seems, are inteni on denying themselves
this option. Europe’s governinents were so worried that their new single
currency would promote fiscal irresponsibility that they devised a “stabi-
lity pact,” which sternly discourages deficit spending. In the United Sta-
tes, nine months after the recession began, Republicans and Democrats are
quarrelling over which ill-conceived measures to include in their stimulus
package — asif to prove right of those who say that fiscal expansion always
comes too late to be of any use. And in Japan, where fiscal stimulus has
been tried and tried, the policy has apparently been a total failure. Go-
verniments of the world’s big economies have either rejected the idea of
active fiscal policy, or are proving that it would be better if they had.

Money Has its Limits

This is a dangerous state of affairs. Monetary policy cannot carry the
whole burden of stabilizing economies, especially when it has succceded in
driving inflation right down. Low inflation means low interest rates over
the course of the cycle; and, since interest rates cannot fall below zero, they
cannot then be cut by much should recession strike. The contribution that
fiscal policy can make to cushioning the economy in a downturn may then
become crucial.

However desirable this cushioning might be, does Japan not show that
fiscal policy is impotent in the face of powerful deflationary forces? Actu-
ally, no. Japan used fiscal policy hesitantly and incompetently during the
1990s. When a big budget stimulus was briefly delivered, in 1995, the eco-
nomy picked up; but fiscal policy then turned contractionary again. Bud-
gets have not been used in a sustained and determined way to spur reco-
very. Now the government fears adding to its debt burden (the result of
years of stagnation and contraction, note, not of years of seriously at-
tempted reflation). The fear is misplaced. Fiscal reflation combined with
monetary easing — “monetisation” of the deficit — would increase debt
held by the central bank, not by the public. Even now, then, it is neither
too late nor too costly for Japan to use fiscal policy.

What about the shambles over America’s economic-stimulus bill? Does
that not prove the folly of fiscal activism? It shows the dangers; no questi-
on. If fiscal policy is to play its part in softening a recession, without je-
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opardizing the goal of budget balance over the longer term, Congress must
be ready, when circumstances require, to pass simple measures that are po-
litically undemanding and plainly temporary, and to do it quickly, With
urgency at a premium, bigger one — off tax rebates, for instance, would
make better sense than a bitterly contested rejigging of taxes and spen-
ding, with bad long-term implications for the budget whoever wins. Is it
too much to ask that Congress “prioritie™; deal with the recession first, and
argue about jong-tenn taxes and spending later?

Let us hope the politicians can rise to the challenge. If low inflation is
here to stay, governments need to learn to use fiscal policy more intelli-
gently. Japan shows how bad the alternative can be.

H.2. Answer the following questions.

1. Why did the traditional Keynesian remedy for recession go out of

fashion? .

2. Why did Europe’s governments devise a “stability pact”?

3. Why can’t monetary policy carry the whole burden of stabilizing eco-

noniies?

4. What would increase the debt held by the central bank?

5. Why do governments need to learn to use fiscal policy more intelli-

gently?

H.3. Decide whether these statements are True (T) or False (F).

1. Budgetary policy can play an active role in tempering the economic

cycle,

2. Japan failed to use fiscal stimulus effectively.

3. If recession strikes interest rates will be cut by much,

4. The congress must be ready to pass undemanding and temporary me-

asures if fiscal policy jeopardizes the goal of budget balance.

5. Japan managed to usc fiscal policy with careful consideration.

H.4. Match up the words and definitions and translate them into Rus-
sian:

1) refiation; a) to urge or encourage forcefully to work harder;

2) contractionary; b) great disorder, {as if) the result of destruction;

3} to spur; <) an amount of money thal is paid back to you when you
have paid too much;

4) to pick up; d) policy of increasing the amount of money being used

in a couniry, usually leading to more demand for goods
and more industrial activity,

5) shambles; e} to rearrange especially so as to perform different work
or to work more effectively;
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6) to jeopardize, f) if business or trade picks up, it improves;
7) rebate; g) to put at risk or in danger;
B) to rejig. h) showing or causing contraction, and especially causing

a reduction in business activity.

H.5. Read the article once more, find the sentences containing the
gerunds and translate them into Russian.

H.6. Make up the outline of the article and then render it.

I. Reading the Russian newspaper
I.1. Read the article, find key sentences and translate them into English.

Yro Poccum xopolo, To MB® naoxo

Fluxoaaii Bapdyae, «Komnepcanmo»

Poccuiickas 9KOHOMHKA PACTET BONPERH peKoMeHaanusaMm poHza.

Ha caiite MockoBekoro upeacTaplitenbeTBa MBD passenien noknan
MB® ¢ pPerOMEHAALMAMK pOCCl'II'uICKOI\Iy OpPaBIITETbCTBY TI0 2KOHOMH-
veckofi noauTure B 2003 r. [1apsad pexoMenIaLisg — He pacxoioBaTh,
a cheperaTs CBepXA0X0Aib OT akcnopra vedpri. [lo cymectsy, MB®D cosery-
et Pocciin yrpenadaTs aoahap u ocinabisars pyOas. Poccuiickas xe axo-
HOMIIKA PACTET, HECMOTPA Ha TO TITO BAACTH 1POROAAT 3KOHOMHYCCKYIO
MONUTHKY, TPAMO MPOTHBOPEYAIYIO BAINKHITOHCKUM PELENTAM.

<JLAa orpaniyeHHa MacITaboB PEARBHOTO YKPene s pyosas Kaovepoil
3&,.7121'-101?1 ApPaBUTEALCTBA [MO-[IPeXKHEMY ABAACTCA cﬁepcn{eﬂne CBEPXJOXO~
J0B OT peafn3altui HedpTH W NPOTHBOCTOANME CBEPXTHMHTHBIM DacXoNaM,
ycTanoBaeHIEIM B OiokeTe 2003 r.5> — BOT RIaBHast MBI JoKAaga MB@.,

Waest ocnadaetBsl peabHoTe Kypea pyOJs s poccHickoil sKOHOMH-
Yeckoil OMWTHKH He HOBA. Ee akTHRHO TIPOTIAFaHHPOBAA COBeTHUK TIpe-
anaeHTa Agjpeil Mnnapuonos. iMerHo B aronM 0H BiAe 3a0T NOBKITENTHA
KOHKypel-lTO(‘ﬂOCOGlIOCTH pUCCHﬁCKOﬁ NPOMbILIAEHHOCTH KAK HA BHYTpPEeH-
HeM, TaK [1 Ha sHewdnx peinkax. [pn atoMm ot rocnoawna Manapiiodosa
N3PpAAHO JOCTABATOCH AKCnepTaM # pykorojgcTey MBM, Jeno goxomuno
0 TOTO, YTO COBETHYIK pOCCHﬁCKOT’O HpEe3UIeNTa B CBOUX H)’ﬁﬂIIKﬂIlI‘Iﬂ'X
HOBRIBAJ MOJNTIKY (pHitaucoroii cTabHAM3ALNE, TTpoBefieH e KOTOpoif Obl-
0 YCAOBHEM NOAVYEHHA KDPEAHUTOB C]JOHI[a, ﬁCOHHMHCTI‘I'—lECKOﬁ'&, B TOM
cabicsie uro MBD nogranknean PoccHio He K COXpalIeHHIO TOCPACXOIOR,
4, Haoﬁopm‘. K POCTY HAMOTOB 1 MOAAEPNKAHNID TOCPACX00B HA HECOopas-
MEPHOM € BOIMONKHOCTSIMH 3KOHOMHUKH YpoBHe. JIIoOoTBTHO, YTO TeHeph
rocnoun Mnnapnonos u akerieptet MBO shicTynaioT cotoanwkamu. Be-
poatho, MB® cyurtaeT IpPHOPHTETOM HOMEP OIHMH HaBeleHHe (PHHAHCO-



184 AHTAMACKAR S3bIK AAS SKOROMMUCTOR

BOTO TOPAAKA, NONaras, YTo TOABKO HA ITOl OCHOBE BO3MOKHO TIpOBefe-
HHE CTHUMYANPYIOUICH MOBHIIEHHE KOHKYPETTOCTOCOGHOCTH Kypeosoi
noxuThiW. Tak iy Hiage, TeMa KOHKYPCHTOCIIOCODHOCTH CTaa OAHOH na
HeHTPpaAbHBIX B TIOCAeAHeM ROCAAHUH POCCHIICKOrO NpeauiedTa — BoO3-
MOXHO, ¢ J€TKOit pyKH ero coBeTHRKA. lIpeannenT, npasaa, ee paclinpu,
TIOCTABUE 337144y JAOC THKEHITA KOHKYPEHTOCOCOBHOCTI BCETO POCCHIACKO-
o, HaMHHa: C TPOMbILIIEKHOCTH H KOHYaa Npodeccopanmy H CTYAECHTaMH,
Omuus 13 nyTell ee pemedtsa ASHCTBIITENBHO ABASETCA MOHHMKEHHE pe-
aasuoro Kypea pytisa. IToMmDKeHLR e peaJbhoro Kypea pyhJis, HecMoTpst
Ha peroMenaamed MB®, npakTivecky HEBO3IMOKHO NOGHTLCA B YCAORH-
SIX BBICOKMX lieH Ha nedtn. Jlna atoro Hao «cHeperats CBEpXA0X0iki» HE
B oAAapax, a B pyoasax. Tak 4yTo peadsHBHI KVPC pyGas MOXKET CHU3HTHCH
YMMEHHO cO CHHAKeHUeM UeH HAa HedTh.

MB® scxoanT ua ToTo, 4TO cpe/iHero1oBasd tena nedrit B 2003 r. co-
crasut § 25,2 3a Gappens, B poccuiickuil Homxer-2003 3axnaapsanachk
cpenuss ueHa 8 § 21,5 3a 6appensn. V1 ryr MBO Gepetes 3a crapoe, To €CTh
00BHHSACT POCCHACKOE IPABITCABCTBO B TOM, UTO OHO NPOBOIMT UCBEPHYIO
KYPCOBYIO H GIOMKETHYIO NOANTHKY: Hautitasd ¢ 2003 r. Baunk Pocenn no-
NYCTHI HoBblNMeHHE KYpea pydiis, a Glo4:keTHast TONHTUKA «cllabeets elle
¢ 2001 r. Tax, B 2003 r. npoduuIT GoO1KeTa PACITHPEITHOTO MPABITEdL-
cTBa coxparutes Ha 0,5 % 1o cpagneniio ¢ 2002 rogom 1 a 3,6 % o cpas-
Henuwo ¢ 2000 1. Bee 910 MoxHO 6b110 6B CHATATL (DHHATICOBO-2KOHOAMII-
YecKoil aKBHINGPUCTHKOH, ccatl 6ol He BbiBoj: MBO darriveck npoTug
AaapHeliero cuikenns HagoroR B Poceun, To ecth, o Hanapuonony,
$OH L KaK OBIJL «COUHARHCTINECKAM », TAK MM H 0CTAICS,

Ioka 3KOHOMHCTL! CNOPAT, POCCHHCKAd 9KOHOMIKA MTpoaosKaetT pac-
tH. Ilo onerxke MB®M, B 2003 r. poccutickitit BBII spipacter na 4 %, [To-
AvaaeTed, Kype pybaa pacrer BMecTe ¢ 2KoroMuK0i. Toraa B wen xe
CMBIC/ pexkoMennannit ero caiskenud? MB® cuuraer, yto raasunii ne-
TOYHHK pocTa — BUyTpeliHee 0Tpebaeytic, BTOPOIl HCTOMHHK — HHBECTH-
OMH, KOTOPBIC PAcTYT Mocke cokpalienna s Havane 2002 .

Ho BHyTpennee notpebiexie nograikusaet ¢ konna 2002 r. rot campifi
yCKOpeHUbH poct geHex11oit Maccsl, kotoppiit MBWM cTaruT B BHlY poc-
cuitckonmy LIB. A pocT HABECTHINIT — IPAMOe cJleICTRHE YKPeTAen1s pyh-
241, KOTOPOE ORATE Ke B BaulnirroHe cCUUTAT oumbKkoil.

Ioavyaetcsa mapagokc: OyAeT AM PacTH poccHICKaA BROHOMHKA, eCAH
npapptesibetso u 1D ssimoauar pexomenaamun MB®, — eme 6oasiioii
BOMTpOC, XOTH OBl IToToMY, YTo MB®@ He pexoMeRayeT NPOJACKATL CHH-
IKATD HAJIOCH; HO ceiluac OHA PacTeT, TIPHUEM NOTOMY, YTO (DYHKIHOHHPYeT
TIPSIMO BONPEKIL coBeTaM ¥3 Bamuurrona.
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1.2, Render the article using the active vocabulary,

J. Translation

Translate the following passages into English.

3¢ PeKTMBHOCTE KPEAMTHO-ACHEKHOH MNOAHTHKH

C. C. Hocosa

Bonnitnuerso 3KOHOMUCTOR DACcCMATPHBADT KPLAHTHO-1CHEXHYIO
MOMHTHKY B KauecTBe HeOTbeMAeMo# YAacTH HAIWoNaNbHOIT cTaGunnaa-
1HOHOH 1onuTHKH. [eficTBUTENBHO, B MOAb3Y KPeUTHO-ACHEKNOI To-
JITHKI MOXHO TIPHBECTH HeCKOJIbKO KOHKPETHBX AOBGAOB.

BbicTpoTa M ’HBKOCTb

Io cparbernnio ¢ hucka bHON TOANTHEKOH XpeqHTHO-eHeKHAS MTOAH-
THKA MOsKeT GBIcTpPO MengaThes. [IpuMenente cootseTeTBy10UMIel hrickans-
O ROJUTHKH MOXkeT ObiTh HAJONMO OTCPOUEHs H3-3a 0DCYRACHI B
napaamente. Huave oBcToUT 100 ¢ KpeANTHO- TeHEXHOH TOMUTHKOI:
Gy KBATBHO €XKeIHEBHO NPHAHMAIOTC PENIEHH 0 TIOKYIKE H (1pO/Iake Hen-
HBIX GYMar, 4ro OBICTPO BANAET Ha IPELIOKCHHE 1T TPOIEHTHY IO CTaBKY.

M2oA8UHA OT NOAHTHHECKOTO ASBACHMA

Ile ¢Boeti npupoge KpeAlTHO-AeHeKHAd TOINTHKA MATYe H XKOHCepBa-
THBHEE B MMOJNTHYECCKOM OTHOWEHHH, yeM (rHcKalbHad noauTiKa, Hame-
HeHUs B FOCYAAPCTBEHHBIX PacXoAax HelOCpe[CTBEHHO BAUAKT Ha pac-
npefenienife pecypcogs, a HajloTOBhIe H3MeHeHUs, 0e3 COMHEHHS, MOTYT
HMeTh JajJeko HAVIHE TOAHTHYEeCKHe TlochelcTeA. KpeaUTHO-IeHeXHasA
NOJANTHKA, HAo00POT, NCHCTBYET MAIYe M 10TOMY NpeicTaBagercs Golee
npreMiIeMoi 8 MOANTHYSCKOM OTHOLICHHH.

MOoHeTapM3m

XoTsa OOABIMACTBO 3KOHOMUCTOB CYHTAIT KaK (PHCKAAbHYIO, TAK I Kpé-
RUTHO-AEHEKHYIO IOTHTHKY AeHCTBEHHBIMH HUCTPYMEHTAMH cTABHAHAA-
IIHH, TAK HA3BIBAEMDIe MOHETAPHCTEE [TOJIAIAK0T, UTO KIKOYeBhiM (DaKTOpOM
ONpPERLNICHHA YPOBHA FIKOHOMHYEC KO aKTHBHOCTH ABAACTCA H3MeHeHHe
ACHEKIIOTo fpe)IoKeH s, a PHCKaIbHAA IONHTHKA OTHOCUTEABHO Head-
dexTUBRHA.

Onnako HeoOX0AWMO TIPM3HATD, UT0 KPEANTHO-ICHEKHAA FOMUTHKA
B peaabloll AeHCTBHTEAbHOCTH CTAMKHBAETCA ¢ PAAOM CAOKHOCTEIH.

MuHyChl KpeHTHO-AeHeKHONH HOMHTHKH: H30bTOUYHBIE PEIEPBbl, HO-
ABAALLINECHS B peavahTaTe NOJAWUTHKH ZeILeBbX A€HET, MOI'YT HCMONb30O-
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BaThCR BaHKaMM AJA pacUripeHMd Mpe/IMToKeHHA AeHeT, BE3BAHHOe Kpe-
JHTHO- /e HEKHOLT MOJUTHKOH H3MEeHeHle JeHexHOTO npelloKeHHsa MO-
3eT OBITh YACTHYHO KOMIeHCHPOBAHO HAMCHCHHEM CKOPOCTH 06])3!1[8]-][-[2[
JeHer; BO37IeiICTBHE KpE’lIli'l‘HO-ﬂEHe}l{}iOﬁ NOJIHTHEHN OCJlﬂﬁllTCﬂ, eCJILY KpIi-
Basl CTTpOCA Ha JEHBIH NOAQFa, 3 KpPHBad CANOCca Ha HHBECTHIIHH KpyTa;
K TOMY e KPHBadA CIIpoca 113 HHBCCTNUHH MOMKET CMECTHTBCA, H@ﬁTpaJIH-
30B4AB KPeJUTHO-JEeHEKHYIO NTOMNTHRKY,

2 K. Case study
K.1. Read the article and do the exercises.

Fears Grow That US Economy Faces Deflation

Jenny Wiggins, Peronet Despeignes and David Pilling, “Financial Times”

Fears of deflation in the US rose on Friday as stock prices fell and go-
vermnent bond yields dipped to 45-year lows after a key measure of inflati-
on dropped to its lowest level in 37 vears.

The concerns were heightened by reports that Japan’s deflation gathe-
red pace in the first quarter with prices down 3.5 per cent from a year ago,
their fastest 12-month drop on record.

The fall may fuel concerns that the Japanese economy could be in a def-
lationary spiral. Japanese prices have been falling since 1995 at an average
annual rate of 1 to 2 per cent. The latest figures showed deflation accelera-
ting in the 2002 financial year to 2.2 per cent, a record for a full year.

In the US the yield on 10-year and 30-year US Treasury bonds fell to
3.49 per cent and 4.45 per cent in early trading. _

Longer-dated US government bonds have rallied sharply this week, with
investors convinced that inflation will remain subdued, having less of an
impact on the value of long-term assets.

The Labour Department reported that the 12-month rise in its core con-
sumer price index fell to 1.3 per cent in April, its slowest 12-month rate of
increase since January 1966, Strategists said the subsequent fall in bond
yields could, however, be positive for the economy. “This is what the Fede-
ra] Reserve wants,” said Dominic Konstam, head of interest rates products
research at Credit Suisse First Boston.

Falling yields mean falling borrowing costs, which make it easier for bu-
sinesses to borrow and homeowners to refinance mortgages and get extra
cash — factors that have helped keep the economy afloat. But the sharp
slowdown in inflation has inflamed talk of Japanese-style deflation.
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Japan's deflation figures were released along with gross domestic pro-
duct figures showing that growth in the first quarter fell to almost zero,
leading some economists to conclude that the economy was on the brink of
yet another recession. Nominal growth fell 0.6 per cent in the March quar-
ter, or minus 2.5 per cent on an annualized basis.

Paul Sheard, economist at Lehman Brothers, satd: “If you look at the
chart it looks horrible. It looks as though deflation is going through the
floor.” However, the headline figure exaggerated the picture, because the
GDP deflator in the first quarter of 2002, when Japan began pulling out of
recession, was positive, he noted. “It’s something of a statistical fluke, tho-
ugh deflation is deflation and it is not a good sign.” Most economists in the
US have dismissed deflationary risks as marginal, But the Fed said re-
cently that odds of an “unwelcome substantial” slowdown in inflation we-
re now stronger than that of a rebound. “We continue to believe that infla-
tiomary pressures are building,” said Brian Wesbury, an economist with
Chicago-based, bond-trading firm Griffith Kubik, Stepehens and Thom-
son, but “it is getting harder and harder to argue against the deflation
story.”

Concerns have also grown about a global-wide detlation which the US
could import, as western Europe flirts with recession and Jupan looks more
likely to enter a deflationary spiral.

K.2. In pairs discuss the following.

1. Make a list of economic indicators that allow predicting future eco-

nomic conditions.

2. What monetary instruments are used to control the economy?

3. What dangers does deflation pose for the ecomomy?

4. How do you understand the connection between recession and defla-

tion?

5. What is the main difference between the situations in Japan and

the USA?

K.3. Issue a monetary policy directive that recommends how you wo-
uld stabilize the economy. After each group has presented its monetary
directive discuss the benefits of each policy.



Unit 11
Globalization

A. Preliminary discussion

1. What is globalization?

2, When did globalization gain its popularity?

3. Why do you think globalization excite so much disputes and contro-
versy nowadays?

B. Pre-reading exercises

B.t. Skim the text and give its key idea.

B.2. Scan the text for the following information,

1. Why does the author think that a comprehensive and radical alterna-
tive to globalization must be found?

2. According to the author in what way does localization differ from
globalization?

3. What main flows of the concept of ‘comparative capital’ does the aut-
hor give in the article?

C. Reading

C.1. Read the text and answer the questions,

1. What effects does globalization have on the economic development?

2. How does the author define ‘localization’?

3. Why do you think the author described theory of comparative ad-
vantage as an ‘ivory tower’?

4. How should GATT and WTO be revised to be relevant to today's
reality?
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There Is an Alternative to Globalization: It's Localization —
a Global Manifesto

Colin Hines — Associate of the International Forum on Globalization. The
arguments and alternative policies proposed in this paper are to be found in
his new book “Localization — A Global Manifesto.”
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Localization — an Idea Whose Time Has Come

3
"

Globalization and free trade are under unprecedented attack as its ad-
verse effects on the majority and the environment becomes ever clearer.
Now is the time for a comprehensive and radical alternative to enter the
public arena. This must be based on a new direction for the global econo-
mic system. Only when a new policy is worked out will inequality be impro-
ved, It must reduce, improve the basic provision of needs, and adequately
protect the environment.,

This process is “Localization” — a set of interrelated and self-reinforcing
policies that actively discriminate in favour of the local. It provides a poli-
tical and economic framework for peaple, community groups and busines-
ses to re-diversify their own local economies. Not only does it have the
potential to increase community cohesion, reduce poverty and inequality,
but also it can improve livelihoods, social provision and environmental pro-
tection and provide the all-important sense of security.

It is the very antithesis of globalization, which emphasizes a beggar-vo-
ur-neighbour reduction of controls on trade and contorts all economies to
mnake international competitiveness their major goal. Localization inval-
ves a “better your neighbour” supportive internationalism where the flow
of ideas, technologies, information, culture, money and goods has as its end
goal the protection and rebuilding of local economies world-wide. Its
emphasis is not on competition for the cheapest, but on co-operation for
the best.
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Globalization — World-wide Reality Based on Unrealistic Theories

Trade liberalization is built on the flawed theory of cotnparative advan-
tage, the unchatlenged diktat of being internationally competitive, and the
illusionary promise of growth generating future wealth for all. Comparati-
ve advantage, “do what you do best, and trade for the rest” was an ivory
tower theory that ignored the reality of the differences in power betwcen
traders and producers as well as those between nations. It was also origi-
nally developed against a backdrop of the certainty that money would re-
main local. However fundamental these flaws are and however irrelevant
the theories are to today's realities, the World Trade Organization is the
global cheerleader and enforcer of comparative advantage.

“Capital advantage” holds that the free flow of money internationally
ensures its efficient and rational use, allows financial investors to diversify
risks globally and in the process ensure that governments run their eco-
nomy to the benefit of such investors. The reality is the opposite, with in-
vestors exhibiting a herd instinct fuelled by “the trend is iny friend” men-
tality. To woo footloose capital countries try to provide the low inflation,
low tax, low government expenditure policies investors deem “prudent.”
This means giving up power over major domestic control inechanisms like
interest rates and government borrowing and risking reduced demaid le-
vels through lower domestic expansion. Recent economic crises have
highlighted the adverse effects of global money flows and the Multilateral
Agreement on Investment designed to speed this process up was defeated
by international opposition.

The Advantages of Shifting from Globalization to Localization

The international resistance to the adverse effects of globalization is on
the rise, providing an opening to pursue the case for localization. The para-
meters of the “local” although predominantly the nation state depend to
some extent on the goods and services being considered. These range from
the subnational for food stuffs, to the geographic region for aeroplanes. Lo-
calization requires widespread involvement, it will therefore be something
done by people, not something done to them. The huge potential of locali-
zation includes devolved power, control of the economy, increased envi-
ronmental and social protection and benign technological developments.
Global financial instability makes such a radical departure evermore ti-
mely.

Localization can foster and build sustainable local communities to help
rebuild [ocal economies everywhere on a permanent and inclusive basis. It
allows the achievement of social cohesion and economic renewal particu-
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larly through investment in labour intensive, infrastructural renewal and
face to face caring. Local businesses have a central role and much to gain.
Globalization on the other hand poses a triple threat to sustainable local
communities, Its fetishism of international competitiveness lead to public
expenditure curbs which constrains community renewal; to the opening
up of government purchasing to foreign intcrests, thus cutting local jobs;
and the shifting of agriculture away from smailer scale farming for local
markets to agribusiness methods to feed the wealthy globally.

Achieving Localization

The first step to localization is a “mindwrench” away from passive accep-
tance that globalization is as inevitable as gravity and towards a set of self-
reinforcing measures that will bring about a ‘Protect the Local, Globally’
end goal for the international economic system. Protective safeguards such
as import and export controls, quotas, subsidies, etc. will need to be intro-
duced over a clearly agreed transition period. These will not be introduced
as old style protectionism which seeks to protect a home market whilst
expecting others to remain open. Any residual long distance global trade
will instead be geared to funding the diversification of local economies.
Such a dramatic, radicai change will need to be introduced at first at the
level of regional groupings of countries, especially the most powerful —
Europe and/or North America.

Trade and Aid for Localization

The General Agreement on Tariffs and Trade (GATT) rules at present
administered by the World Trade Organization should be revised funda-
mentally to become a General Agreement for Sustainable Trade (GAST),
administered by a democratic World Localization Organization (WLO).
Their remit would be to ensure that regional trade and international aid
policies and flows, information and technological transfer, as well as the
residual international investment and trade should incorporate rules ge-
ared to the building up of sustainable local economies, The goal should be
to foster maximum employment through a substantial increase in susta-
inable, regional self-reliance,

How Localization Might Come About

The widespread resistance to globalization can be built upon to help fas-
hion a viable localist alternative. There are already countless people and
groups strengthening their local economies from the grass roots up. The
greatest spur to consideration of such radical local alternatives at the go-
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vernmental level will be the need to respond to global economic upheavals
and the deflation, the job losses and inadeguate consumer demand that
will come in its wake. Equally crucial in shaping a different localist impera-
tive amongst politicians will be the pressure that the politically active can
bring to bear. This must shift {from fighting separate issue specific aspects
of globalization to realizing that their individual successes can only be se-
cured as part of an overarching change to localization, but in an internati-
onally supportive manner. In short to Protect the Local, Globally.

C.2. Decide whether these statements are True (T) or False (F).

1. Globalization has had a positive effect on the economic development
of the world.

2. Globalization must reduce inequality, improve the basic provision of
needs, and adequately protect the environment.

3. “Localization” is a set of interrelated and self-reinforcing policies that
actively discriminate in favour of the local.

4. According to the author each country should do what it can do best,
and trade for the rest of the world. It must reduce inequality, improve
the basic provision of needs, and adequately protect the environment.

5. The greatest alternatives to globalization accepted at the governmen-
tal level will spur global economic upheavals and the deflation, the
job losses and inadequate consumer demand that will come in its wake.

® D. Yocabulary

D.1. Read and learn new words.

livelihoods {n) — the way in which you earn money in order to live

beggar-your-neighbour — beggar-my-neighbour is a card game
in which the aim is to obtain all one’s opponent’s cards, leaving him
with none. (fig) It means something assigned to bring to ruin your ne-
ighbour

comparative advantage — the advantage that one country has
over another because it is better at making a particular product

ivory tower — {often derog) an imaginary place where very clever
people are supposed to avoid the difficult reality of ordinary life

backdrop (n) — the conditions in which something happens

cheerleader(n) — a person who calls for and directs cheering esp.
at sport game

herd instinct — a feeling which makes a group act alike, esp. in
being unfriendly towards stranger
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footloose capital — free capital that can be put everywhere

adverse {adf) — unfavorable; going against; opposing

labour intensive — {of an industry) needing a lot of workers com-
pared to its other needs, such as money. Compare with “capital inten-
sive”

residual {adj} — left over; remaining

gear {v) — to allow {an activity or course of action) to be dependent
on or influenced by (a particular fact or condition)

diversification {n} — the process of making or becoming different
in form, quality, aims, or activities; producing more and different pro-
ducts in order to make a business larger or protect it if the market for

certain products fails
self-reliance (n) — ability to act without depending on the help of

others
upheaval () — a great change, esp. with much activity, confusion,

and sometimes violence

D.2. Give English equivalents to the following words and expres-
sions:

[} cpapHHTERBHOE 11PEHMYUIECTRG;

2) pacuiupeHie NpOMBIASHHG-X03AHCTBEHROM Z€ATEABHOCTH HA HO-

Bbie chephbr;

3) ocTaTouHBtiT;

4) cpelicTBA K CYHIECTBOBAHMIO,

5) nebaaronpustimiii;

6) eANHCTRO, CITTOYEHHOCTD;

7Y CcTaNKBlil HFHCTHHKT;

8) LoCTOREPHOCTE;

9) Tpy.A03aTpaTHEI,

D.3. Choose an appropriate word or expression from the box to comple-
te the following sentences.

comparative  advantage prudent livelihood certainty

labour intensive  gear footloose

1. Removing quotas allows ... ... to enrich the world.

2. These must be ... loans requiring the buyer to put in significant
capital.

3. More than one million Americans depend on fapanese companies for
their ....
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4, There is no ... that an agreement will be reached.

5. The company was using old, ... ... production methods.
6. We must ... the amount of products we make to the level of public
demand.

7. The proposal has attracted a lot of ... comment,

8. I wish I could be ... fancy-free.

D.4. Give synonyms for the italicized words in each sentence below,
or briefly explain their meaning.

1. The Crown remains some vestigial power.

2. It was not discreet of you to say that.

3. The expert focused on the conditions inimical to economic develop-

ment.
4. You wili not get much susrenance out of one bar of chocolate.

5. She is financially independent (of her family), so cailed a woman of
independent means.

E. Make a summary of the text

Use the active vocabulary.

# F. Grammar notes

Inversion

§ 1. Inversion after adverbs. Sometimes in a sentence the normal sub-
ject-verb order can be reversed. Such cases are called inversion.

Inversion can oceur if a sentence begins with an adverb, This can hap-
pen after here and there or after adverb particles such as back, down, off,
up, etc. In such sentences the noun subject comes after the verb. This is
common with verbs of motion, such as go and come.

E. g.: Here comes my friend!

There goes the last train/ (Note the progressive is not used here.)

This kind of inversion is common after to be when we are offering things
or identifving location (often with a plural subject):

E. g.: Here's a piece of cake! (offer).

Here’s your document! (offering or indicating).

‘There’s (stressed) Ann Adams! (identifying person).

Inversion does not occur if the subject is a pronoun:

E. g.: Here it comes. There she goes. Up it went.
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§ 2. Inversion after negative adverbs. Certain adverbs, when used at
the beginning of a sentence, must he followed by auxiliary verbs (be, do,
have, can, must, etc.) + subject + the rest of the sentence. This kind of
inversion, which may be used for particular emphasis, is typical of formal
rhetoric and formal writing, It occurs after the fotlowing:

+ negative or near-negative adverbs (often of time or frequency, such
as never, rarely, seldom); or adverbs having a negative effect, e. g,
little, on no account: e. g., Never/Seldom has there been so much
protest against the Bomb. Little does he realize how important this
meeting is. On no account must you accept any money if he offers it;

+ nor,nowhere, hardly ... when, scarcely ... when, no sooner ... than:
¢. g, He can’t do it; nor can 1. Hardly had I fallen asleep when the
telephone rang. No sooner had we reached the town than we learned
we learned the news.

The word order is, of course, normal when these adverbs do not begin
asentence: e, g., There has never/seldom been so much protest against the
Bomb. He little realizes how important this meeting is:

+ combinations with enly (e. g., only after, only then): e. g., The pilot
reassured the passengers. Only then did I realize how dangerous the
situation had been;

+ so + adjective (+ that) and such(+ that): e. g., So sudden was the
attack (that) we had no time to escape. Such was his strength that he
could bend iron bars,

+ however + adjective or adverb with a subject; adjective or adverb + as
or though + subject: e. g, However busy ke is (= Busy as he is), he
neverrefuses to help us. Late thought it is, we'll stay here a little longer.
Fast as they walked, they missed this train.

F.1. Ideantify inversions in the text “There is an alternative to globa-
lization: it’s localization — a global manifesto” and translate the sen-
tences into Russian.

F.2. Rewrite the sentences so that they begin with the words in jta-
lics.

1. There has never been such a display if strength by the workers.

2. 1 realized what had happened only later.

3. You shouldn’t sign the document on any account.
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4.

You shouldn’t answer the door when 'm out in any circumstances.

5.

The papyrus was s0 ofd, we didn’t dare to touch it,

F.3. Rewrite each sentence, starting with the word in brackets, so
that it has the same meaning. Translate these sentences into Russian.

1.
2.

hoWn ok L

=]

10.

11

12,

13.
14.
13

16.
17.

18.
19.
20,
21.

The phone rang just as John got into the bath (hardly).
Three days of the holiday had passed before 1 began to relax. (not
until)

. The force of the wind was so strong that it flattened the houses. (such)
. Management takes no responsibility for loss of belongings. (in no way)
. The thief took my wallet and my sunglasses too. (rot only)

. Tonly knew it wasn’t a fancy dress party any longer when I arrived

there in my Superman costume. (only when)

. Shortly after I started cooking, there was & power cut. (hardly)
. She didn't know that they were talking about her behind her back.

(fittle)

. She never teld me that T would have to pay for the make up de-

monstration. (at no time)

We don’t often get summers like the platform just as the train pulled
away. (no sooner)

The earthquake was so devastating that thousands of people were
made liomeless. (so0)

She met George Clooney in a bar, and he took her out Lo dinner. (rot
only)

The play started just after I arrived. {(no sooner)

Tom didn’t realize how difficult the exam would be. ({ittle)

You must not stay in the building if the fire alarm goes off, (on no
condition)

I had hardly ever seen him looking so depressed. (seldom)
The response to the appeal was so great that we managed to raise
$ 1 million. (such)

She didn’t find a penny. (not)

You are not allowed to speak during the lecture. (at no time)

He looked so absurd that everybody stared at him, (so)
The demand for the computer game was so great that it sold out in
one day, (such)
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G. Speak up

G.1. Answer the following questions,

1. Does globalization increase poverty and inequality?

2. Does globalization reduce national sovereignty in economic policy-
making?

3. Are periodic crises an inevitable conseguence of globalization?

G.2. Discussion topics,

1. Globalization is not merely a question of economics. Culture, com-
munity, civil society, and personal freedoms are important elements
in a rich and vibrant world. Can civil society, religion, and commu-
nity thrive given the fact of globalization?

2. What are the preconditions for prosperity? Can free trade be fair? Is
foreign aid effective at improving people’s lives? Do corporations in
the developing world exploit the poor or contribute to economic
growth? What role can technology play in ending poverty?

H. Reading the English newspaper

H.1. Read the article and do the exercises,

War and Terrorism Put Globalization at Risk

Gail D. Fosler

New York, The dual threats of terrorism and war may be able (o achieve
what anti-globalization forces have not — a sigaificant decline in global
trade and investment.

“The most serious economic consequence of the current global security
threat is the vidnerability of the United States and other countries that
depend on glebal trade to shocks from actual supply interruptions and to
the sharply changed incentives that have promoted globalization,” says Ga-
il D. Fosler in the current issue of StraightTalk, her monthly newsletter.

This new, higher risk to the global business environment has important
implications for global market and supply chain strategies.

In the United States, several important industries have increasingly co-
me to depend on their global supply chain botl: for supplying the US mar-
ket and for export. Retailers and domestically branded apparel, appliance,
and footwear manufacturers and distributors have tapped low-cost labor
elsewhere, often Asia. Computers, electronics, and video, audio and com-
munications equipment depend heavily on offshore supply. More than 40 %
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of all US requirements for both consumer and industrial use in footwear,
apparel, and computers are made overseas,

Uncertain Supply Chain Connections

This increasing global dependence also exposes both companies and co-
untries to the risks of supply interruption from real or perceived terrorist
threats. The impact of supply shocks differs depending on the industry.
Shocks to the auto industry have a big impact on the industrial sector,
because they account for large up-stream purchases. Service sector shocks,
in contrast, have relatively less impact on the rest of the economy.

Large differences in the economic impacts among industries help expla-
in the devastation caused by the drop in technology demand and the im-
pact of the West Coast dock strike on the one hand and the relatively smal-
ler economic effects of */, on the other. Not only did the technology
industry itself decline, but it also dragged with it close to twice as much
demand throughout the economy. The deoek strike had a similar impact.

The hotel and air transportation industries shutdown in the wake of?/,  <id
not ripple through the economy to the same extent, although the impact
was enormous on the companies and industries involved, While these in-
dustries incurred huge economic hardship from which they have yet to
recover, they do not have the broad economic reach in either scope or de-
mand that some other industries do.

Global Growth Will Continue

Despite the threat of war and the darkening mood in financial markets,
the global economy is intact. Overall, global growth is projected to be abo-
ut 3.4 % this year, with better economic performance in almost alf regions.

“Since stock markets are forward-looking animals, it is not surprising
that they have continued to take valuations down in the face of the tre-
mendous uncertainty surrounding events ip the Middle East and incre-
asing unease about the deteriorating situation in North Korea,” says Fos-
ler. “Still, corporate profits in most major countries are showing substantial
improvement even in the current lackluster growth environment. This pro-
fit improvement is not unencumbered by financial risks as weak stock mar-
kets, bad credits, and other impairments tug at the bottom line. But, in
spite of this, a recovery is clearly underway.”

Even in Europe, where the financial mood is blackest, the strengthening
US dynamic and the strong correlation between the European and US bu-
siness cycles suggest that the European economy will improve later in 2003,
Just as Europe was not immune from the US slowdown in 2000 and 2001,
it will also be lifted by faster growth in the US this year,
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US consumer fundamentals also appear to be improving. The contin-
ued rise in wages and salaries, which is a core component of consumers’
spending power even in the face of a sharp drop in consumer confidence,
complements a huge gain in real disposable income driven by low inflation
and the 2001 tax cuts. Consumer spending power is rising at a 5.8 % annual
rate. Consumer spending growth, which is running at a 3% annual rate, is
low, not high, relative Lo spending power in the face of substantial disco-
unts and financing incentives, reflecting an ongoing trend toward higher
savings rates.

But as February numbers show, consumer confidence is still a problem,
and probably constitutes the biggest risk associated with the imminent
prospect of war. Until the economic momentum and corresponding job ga-
ins really take hold, consumer expectations remain volatile,

“The positive eftects for an improving economy are in a foot race with
the negative concerns of war,” Fosler says. “The outcome is a genuine
unknown.”

H.2. Answer the following questions.

1. What new risks can threaten the process of globalization?

2. What facts prove that nowadays national econoinies are very depen-

dant on each other?

3. How duoes the threat of war influence the global economy?

4. What is the perspective of economic development in the global busi-

ness environment?

H.3. Match up the words and definitions:

1) spending power; a) weakening or making worse;
2) disposable income;  b) stopping of work or operation because of a labour
quarrel, holiday, repair, lack of demand, etc.;

3} impairment, ¢} invelving an aciivity performed outside a particular
country, rather than inside it;

4) appliance; d) to make aciion or movement difficuit for; weigh down;

5) devastate; e) inconie that is available for someone to spend or save

after they have paid tax and paid for the things that they
need such as accommodation and food;

6) off-shore; f} buying power;

7) shutdown; £) an apparatus; instrument, or tool for a particular
purpose, esp. an electrical machine that is used in the
house;

8) encumber, h} to destroy completely so that nothing useful or valuable

remain.
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H.4. Read the article once more, find the sentences containing inver-
sion and translate them into Russian.

H.5. Make up the outline of the article and then render it.

l. Reading the Russian newspaper

I.1. Read the article, find key sentences and translate them into
English.

«[AOBAAM3AUNA» HALMOHAABHDBIX XO3RHCTB M COBPEMEHHDIM
SKOHOMMUCCKM KPH3KHC

Braducaas Hiosemuyes

Muorue 3xoHOMHCTEI, cOWONOTH, PHIoCO(hDL i TOAUTOIOIM CUHUTAIOT,
y1o Hanbonee xapaxtepHoil deproii XX B, ABAACTCS HapacTaloNIas HH-
TepHALHOHANH3ANNS CONMHANBHO-IKOHOMIUECKHX TpoiteccoB. Besycuog-
HO, ABHXKEHNe MO BCeMy MHPY HIMAaHTCKUX MOTOKOB KalnuTala, TOBapoB,
aeaeli M, uto ocobenuo OpocaeTcd B riasa, OeclipelleleHTHO WHTEHCHB-
1bifl ofisieH MHMOpMAIITE] OTIpeTeARICT U0 H TMHAMHKY YXOJSUIETO Be-
Ka. [Llast cobnparenbroro o6o03HaYCHHA BCEX 3THX IIPOLECCOR NPHMEHAETCS
NOHATHE T100anH3AINY, HATOAHAEMOE PAITIYHBIM CONEPKARIEM B 3a-
BUCMMOCTH OT Lesieil  IpeACTaBNeHNi TOT0 WK HHOTO HCCIeI0BaTENd.
AZITH 3aNATHBIX IEHHOCTEH FOBOPIIK O TNOORIHIANNHE, TOAPA3yMeBas
IKCHAHCHIO HX HACAA0B B NJIaHCTapHOM MacluTade; MponoBeMIHKH YCKO-
petHoll HHAYCTPHANMIAIIMH YCMATPHBAIN B Hell MoATRepXX/IeHHe MoAeTH
<IOTOHAIOLIETO> PA3BITHS; PI1 KOMMYHHCTHUECKHMX TROPETHKOB MO3HTHEB-
HO OUEHHBATH 3TOT NPoHecT ¢ TOYKH 3peliis BopJeue i HX coOCTBeH HbIX
CTpaH B MHPOROE pa3jeseRle Tpya.

PocT HHTENCHBHOCTH X039[icCTBEHHOIO I HIGOPMAHOHHOTO 0OMEITa
MEHLY OTAENBHPIMHA PerMoHaMH NAakeTs feccmopeH, MekAy TeM Ta B3a-
HMO3aBHCHMOCTB, KOTopas 00bMHO ¥ Hanmoauger coboll nousATHe Tioba-
JIM3AlNH, OTHIOAE He oueBHANa. Jleao B TOM, UTO HabRIONAETCH He CTONBKO
HapacTanue B3aUMOIAaBHCHMOCT I 2JIEMEHTOR MMUPOBOH SKOHOMHKH, CKOJIb-
KO GecrnipenefienTHBIH POCT ee ONHOCTOPOHHEH 3aBUCHMOCTH OT OCHOBHEBIX
HEHTPOR LIOCTHHAYCTPHAABHOTO Mupa. Ha Mot BarIsi, HMEHHO 9TOT TCIUC
MC/ATBEPKAAETCA XOAOM PAIBHTHS TOTO PaspYIINTETbHOTO JKOHOMHYECKO-
ro KpH3Hca, KOTOpbIH Hadancg aetom 1997 1. 1 BO3MOKHDIE NOCASACTBIS
KOTOPOTO €1lie He JIOCTATOYHO OIleHeHbl,

[naBnaa raoGaneiiag sKOHOMHYECKaa npolemMa COBPEMERHOCTH CBs3a-
Ha ¢ pOpMUpPOBaHIEM B PAMKAaX BeJYIIHX 3AAZHBIX CTPAH 3aMKHYTOI1 X0-
3gHCTBEHIION CHETEMBL DTOT RPOLECC MOKET OBITh TPOCTEKEH O YeThIPeM
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HANPABACHHAM: KOHUERTPAUIIL B NOCTHHAVCTHHAARHOM MHpe DoJbllleil
YACTH IHTEANEKTYAJBHOTO H TEXHOJNOFHUYCCKOTO OTCHEKARA YEHOBEYECTRA;
COCPEAOTOYEHHH OCHOBHBIX TOPTOBBIX DOOPOTOR B IEpefesiax coobIecTBa
PASBUTHIX JIE€PXKAB; 3AMbIKAHHH HHBECTIIHOHHBIX [IOTOKOB U PE3KOM OTpa-
HHYEHHM MUTPALHOHHBIX SIPOIECCOB H3 «TPETHErS MIPa» B PA3BHTHIE Pe-
CHOHDE 1JIAHCTD.

[leproe 13 3THX HampaBJIeHHH NPeACTABAAETCS HAHOO e OYEBUTHBIM.
K 1990 1. wienm «Kavia Cesmu» obnananu 80,4 % MUpoBoil KoMIbioTep-
HOH TexHHkH W obGecneunBaan 90,5 % BHCOKOTEXHOAOTIIVHOIO HPOHIBO-
ctea. Ha CIHA 1 Kanaay npnxonnaoce 42,8 .% Beex POU3BOAMMBIX B MH-
pe saTparT Ha HCcle/IoBaTeNbCKRe pa3paboTky, B To BpeMs Kak JIaTiTHeKas
Asmephka 1 Adpka, BMecTe BasiThie, obecneunsanu mexee 1 % TakoBhIX,

ITH TEHAGHLHY BRIPAKEHEI, NIPEKIE BCETO, B POCTE COOCTBEHIO TEXHO-
JOTHYECKOrO MOTYILECTBA MOCTHHAVCTPHAILHBIX cTPan. OHI HPOSARASIOTCA
TAIKe B HX BO3pacTamolmedl HHReCTHUHOHHON MpHBIeKaTeNbHOCTH, 0fec-
Hedypaloniel MpHTOK HHOCTPAHHBIX KAMMTANOBAOKeHH, OTcoda H Bbl-
COKAA OHEHKA AMEPHKAHCKHX H eBPOMNeiiCKHX KOMIAHNI HHBeCTOpaMU
{(HaNpUMep, PHIHOYHAA KAMHTATH3AUAA KoMITaHHi Microsoft, goctiruias
B MapTe 1998 r. noutu 300 mapa aost., darrityeckn pasia BHII Muanu
H b HesHauntensbao yeryiaeT BHIT Ascrpanuu u Huliepnanaos).

Bropoe vanpasnrenve. Uccaegosaresy mporneccos raobaausanuu or-
MEYAIOT, YTO A NPOTAHKeNUH XX CcToNeTHs MeKIYHAPOJIHAS TOPTOBIS N0
TeMnaM pocta yeeperno onepeskaga BHI 6oasinnncTsa mEAYCTPHAIBLHO
paapHThiX cTpaH. Tak, ¢ 1870 ro 1913 r. ofbembl aKCNIOPTa eBponedckux
Jepaal yYBeJHUYIHCh Ha 43 % Oonpme, wem ux BHIL a 8 50-60-¢ rr.
XX B, — y:xe #a 89 %. Cymmapnstii BHII seex rocyaapets mupa ¢ 1950 nio
1992 r. nosbicuaca ¢ 3,8 go 18,9 tpaw Aonn., a oObeM TOPIOGBLIX 0H0po-
TOR — ¢ 0,3 20 3.5 TpaH non,

QOnanaxo 3a atiMi gADPAMH 13 HOJS1 SPEHHS HePe/IK0 YCKOMb3AeT TOT
tpakt, yTo ecntl B 1933 T. HHIYCTPHAABIO PU3BUTBIC CTPANB] HATIPABJISJIM B
CTpaHbL TOFO e YpoBsHA passutia 38 % obiero 00beMa CBOETO 3KCNOpPTa,
Tog 1963 . — vike 49,8 1973 r. — 34, B 1987 . (nocac 13 kpisHcHbIX AeT) —
54,6,a 8 1990 r. — 76 %. B peavabraTte Ko gTOpoi noaosyke 1990-x rogos
CAMKHAACK CHTYALLESA, KOTa TOJTBKO 3 %6 TOPIOBBX TOTOKROR, HaY HHAKOLIN X -
¢4 ILTH 3AKANYMBAOIEMXCH HA TEPPUTOPLHH 0AHOTO Hi 20 rocyjapers —
yreros QO CP, BHXOAAT BOBHE 3TC# [PYNNHPOBKH,

Tperbe nanpasiAeHHe CBA3IHO C IOBBIM KAYECTBOM HHBECTHIHOKHOGH
AaKTHBHOCTH B PasBUTHIX ¢TpaHaX., POCT HHBECTHUMOUHBLX TIOTOKOB H #1X
CoCpeoTOYCi i Ne B TPaHHLaX MOCTUHAYCTPIAIBHOTO MHPA CeTOAN 3aMeT-
Hbi Kak HHUKOrAa, [IpuMepoM TOMY MOMKET CJHVKHTL PaclpepeicHie HH-
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pectuumii CIHA v B CLIA no oTAenbREIM ceKTopaM i HCTOUHUKAaM. Ecnn
B 1970 r. B EBpony HanpaBJsioch 0kono '/, Becex aMePHKaHCKHX HHBECTH-
uMii, To B HacToAllee BpeMA yxke 30 %, Toraa kak Ha Aamio HnoiHi v Ho-
BBIX HHAYCTPHANBHBIX FOCYHAPCTE A3nH npuxojanTcea ke Gonee 8, a Mekcu-
xu — MeHee 3 %. Mupecrnunn xe B CLUIA ¢ 1970 mo 1990 1. Bo3pOCIH
toaee yem B 30 paa.

YeTBepToe Halnparaeiiie MpociekuBaeTes 0codeAH0 OUeBHAHO ¢ KOHUA
1970-X rr., korfa GopMHPOBaHe NOCTHHAYCTPUANLIIOTO MIIPA Pe3KO
CHMAIIO AKTHBHOCTb BLE3BAHHOMN SKOHOMMYECKNMH (DAKTOPAMH MHFPALHA
BHYTPH coolNtecTBa PasBHTHIX ToCYIapeTB (Tak, cerofHa B crpanax EC
npi1 baKTHYECKOM OTCYTCTBHY OrpaHHYeHNH Ha nepeaBinkenve u paboTy
anmb 2 % rpakaaH HaXOAAT cebe MpUMeHeHHe BHe HallHOHANhHBYX rpa-
HUIL) # B TO %Ke BPeMS NOBBICHAG TEMHABI IJHITOKA AeTaIbHBIX 1 HeJteraih-
HBIX UMMHTPARTOB 13 «TpeTbero mupas. Ecan B 1950-¢ rr. 8 CILA 68 %
JETAEbHBIX HMMHTPAITOB NpUBhBanc u3 Esponel wian KaHnaasl i npuyai-
JeaH OHY B OCHOBHOM K CpefHeMy Knaccy, 1o B 80-e bosee 83 % ux yuc-
J1a ObIAH U3HATCKOCO 11 JATHHOAMEDHKAHCKOID MPOHCXOKACHHS U, KaK
NpaBuAY, He 66143AH AGCTATOUHLIM 06PA30BAHHEM.

STH 1poueCcehl MPHBOAAT K TAKEALIM [OCASACTBHAM A0S PLHKA TpYIia
CLUA u Esponsl Taxk, 8 CHIA ¢ 1980 mo 1995 r. nputok HUSKOKBaTH(DIL-
HMPUBAHHBIX HMMHIPAHTOR Ha 20 % vMelbIiHA Mpeiioskeltie Ha peiHKe
TPVLA CO CTOPOH B JIMEL, HE TMEORIHX 3aKOHYEHITOr0 EIKOTLHOTO 00pa3osa-
HHS, H CHH3auA Cpedllion OINaTy X Tpyia Godec yeM ita 15 %. B EC ko-
JNYECTBO HHOCTPaHHBIX palouux drakTHYCCKH COBIIALALT € YHCJI0M Hes-
paGordbix, Ec TecTBEHHO, HATIPSAMKEIIHOCT, BLI3BIBREMAS MHUTDAIHOIHBIMH
HpoueccaMil, YCHITHBaeTCH.

OTpHuaTeABHBIE MOCASCTEBHA TAKOH MUTPAMOHHON 3KCNANCHH 3aCTAB-
JRIOT OPralbl BAACTH Pa3BiThIX JEKAB TPHHUMATE COOTBETCTEYIOIUE Me-
pru1. Cropee peero, Omnkalimme pecstimerus craiyT 1 CILIA u EC nepn-
OJIOM JKECTKIIX OTPAHHYEHHUH HCTIONB30BAHHA UHOCTPAHHOM paboueii ciuThl,

I.2. Render the article using the active vacabulary,

J. Translation

Translate the following passage into English using the active voca-
bulary.

B nactosniee BpeMs NMOCTHHAYCTPHATLHbIE AepPXKABBI CTAHOBATCH BCE
BoJslee ABTOHOMHBIMY OT MHAYCTPHANLHGH YACTH TNIAHETH, COKPAHLAA CBOH
NOTPeOHOCTH He TOTLKO B CHIPhE H MAaTEPHANAX, HO 1 B MACCOBMX HITENNAX
HHIYCTPHANBHOTO NPOU3BOJCTBA M COCPEAOTOYHBAS ¥ ceDd H3roToBAEHHE
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HAYKOEMKOIT NPoMYKHHH 11 HHPOPMAITHOHHDBIX pecypeoB, HoBble HHAYCTpH-
a/1blible CTPatibl CbOpMprlOT CETOAHA HE HOBBITT IEHT]} X03SHCTEeHHOTO
POCTA, a B [IOAHOH Mepe 3aBHCHMBL «BTopoil 311el10H MUPOBOil 3KOHOMH-
k. Kpusic B KOro-Bocrounoit A3aMH HarnsaHo rnokazani, HacKoABKO -
JAK30PHb] BO3MOKHOCTH BXOMUCHIIA 3THX roCyaapcTs B IIpeAe./1bl NOCTHH-
AYCTPHAJNLHOIO MHPA.

Opvako naxe ceffvac GOABUIMHCTBO 3aAAHBIX COUHOAOMOB OAATAET
KOHUEHTIHIO TI06aAH3aINH (BaKTHYECKH eANHCTREHBOI IapajurMoi He-
clenoBaHnA. OHHY CUHTAIOT, YTO TPH RpouUecca, onpejensaonme raobarn-
3G X034HCTBA — OTXOR OT TOCYAAPCTBEHHOIO PeryjAHpoBatiid B 10Ab-
3Y PBIHOYHOIO MEXaHH3Ma, [peojoeiife HALHOHAALHBIX I'Paiil B Xo/e
HHTerpaiy OTASJALHbLIX 3KOHOMHK H Pa3BHTHE HOBBIX I-in)O])MaLlHOHHbIX
TEXHOA0rN — CHOCOOHB MPHBECTH K XO3AIICTBEHHOMY POCTY U NpOIIBE-
Tanuo. Ha Moil B3r1sta, 6oaee oueBIAHBM NPEACTABIRETCA, YTO MePBHIi
IpOltecc MKeT B 601ee HAN Menee sasepiicHol hopMe HpoTekaTh TONbKO
B [OCTIIHAYCTPHAABIBIX CTPanax, Te 45 3TOT0 CJ0KHAIICH Boe Heobxo-
AHMBIE YCITOBIA] BTOpOﬁ — CTaBHTCA [TOA COMHERHE Hﬂ]_)aCTa[OIlleﬁ oTaa-
JeRHOCTLI) PA3BHTDHIX CTPal OT PAIBRHMBAKINHNCA, a T[JETI'Iﬁ — JII{1b FIO0-
TBEPKAAeT abconTHoe AOMUHHAPOBAHNE NOCTHUHAYCTPHAABHOTO MUPA.

[00anbHOH 2KOHOMUKH CErojiHA He CYUIeCTBYET; HMeeT McCTOo X0asii-
CTBe)IRad CHCTeMa, B KOTO])O[‘"I IKCHOMHYECKOE H COITHATIBHOE PA3BIITHE
HoabiIei YacTIl YeIOBEYeCTBa XKeCTKO 00YCN0BIEHO IPOTPECCOM IGCTHH-
AVCTPHANBLHOTO MHADPA H €70 CNoCcoBHOCTLIO BAHATEL Ha X0 COOLITHI B
OCTAMLHBIX perdoHax niameTol. BeaycroBno, xoasdlicTReitHBle U HHGOP-
MAUNOUHbIE CBSIZI CTAHOBATCA BCe Dojlee HITEHCHBHBIMII U pa3Hoobpas-
HbIMH, HO 3HAYEHE X B paMKaX PasJIHYHBEY CONNAIBIO-2KOHOMHUYECKHX
CHCTEM OCTaeTCsl AHAMeTpabio IPOTHBONOMOKHBIM, BHYTPH MOCTHH-
AVCTPHAIBIIOTO MHPa I‘JIOﬁaJIth]e TeHJAeHIH BEJIYT B KOHEYHOM CMeTe K
Cﬁ.r'[II}KE'HI{ID ypomieii PASBUTHH OTAENDLIILIX CTPAaH M JKECTKOMY HPOTII-
BOCTOAHHIO HX C OCTAJBHBIN MUPOM. Bo Beeripion ke Maciitabe kaxkaoe
HOBOE (IPOFBICHTE «IVI06H3aUHI» OKA3BIBACTCA OU¢PeAHOH CTYHEHBI) K
qjop;\[ HpOBaHHK} OTHOMOMIGCHOT) MHPA, B KOTOPOM CAODATbHLIM 3HaYeHII-
€M MONKCT 001aaTh TOJMLKO €r0 HEHTD, €70 IOCTHHAYCTPHAMDHAS CocTas-
;B EE

2 K. Case study

K.1. Below are the quotes dealing with globalization and poverty.
They are arranged in order from the most pro-globalization to the most
anti-globalization. Read them through and give your point of view,



204 AHTAMACKMIA Q361K AN SKOHOMACTOB

“*Globalization, then, is growth-promoting. Growth, in turn, reduces po-
verty, ...the liberalization of internatiomal transactions is good for freedom
and prosperity. The anti-liberat critique is wrong: marginalisation is in lar-
ge part caused by not enough rather than too much globalization.” — Raze-
en Sally, London School of Economics.

“Personally, I do not believe that those [poor] people are victims of glo-
balization. Their problem is not that they are included in the global market
but, in most cases, that they are excluded from it.” — Kofi Annan.

“There needs to be a better balance between the role of markets and the
role of government. Siinplistic reforms based on free-market ideology don't
work. The way that East Asia managed globalization, which combined an
export-orientation with policies aimed at poverty reduction, worked even
for the poor people. These countries did liberalize trade, but only as they
created jobs.” — Joseph E. Stiglitz, 1991 winner of the Nobel Prize in Eco-
nomics.

“Ohscene patterns of poverty and inequalities amidst ostentatious we-
alth are thus the very stuff of our global system. They raise basic issues of
morality and ethics for the prosperous areas of the world. We need to be
asking whether the current inequalities are Jegitimate and just? Can so-
mething be done to achieve some degree of human decency?” — Robert
Fatton, Jr., University of Virginia.

K.2. Does globalization bring great opportunity to the world or does
it bring deeper poverty?



Unit 12
Economics and Ecology

A. Preliminary discussion

1. What environmental problems can you name?

2. Do you think that environmental problents can be solved economi-
cally?

3. Did all the environmental problems result from the economic acti-
vity of people?

B. Pre-reading exercises

B.1. Skim the text and give its key idea.

B.2. Scan the text for the following information,

1. What four problems concerning environment does the author menti-
on in the text?

2. Why does the author think that these problems ¢an't be solved wit-
hout global measures?

3. What are these measures?

C. Reading

C.1. Read the text and answer the questions,
1. In what way does economic activity influence nature?

2. What examples of the best global policy in the sphere of environmen-
tal protection were given in the text?

3. What must be next steps of CITES?

Global Problems Need Global Selutions

Consider a global environmental problem like the depletion of the ozo-
ne layer caused by hnman release of chemicals. As we will see when we look



206 AHCAMACKAEA 93bIK AN SKOHOMUCTOR

at this in more detail, many types of
activities refease these chemicals, and
the total of the global release cau-
ses the depletion. The harm of ozone
depletion has giobal effects, with so-
me countries more affected than ot-
hers.

What would cach country do if it
sets its own policy toward this prob-
lem? From the purely national view-
point, each country would recognize
that chemical releases have some ne-
gative effect on its people. and it might use a policy to limit releases if it
thought the national harm was large enough. But, for the whole world,
total releases would be much too large. Each country would ignore the
harm that its own releases did to other countries, so it would not be suffici-
ently stringent with its own environmental policy.

To get closer to the best global policy, the countries would need to find
some way to cooperate, Each would need to tighten its standards compa-
red to what it would do on its own. If each country does this, the whole
world is better off. Many, but perhaps not all, of the countries will also be
better off. Each country incurs some costs in tightening its standards, but
each also derives benelits from the reduction of the environmental damage.

Still, it may be very difficult to reach this global agreement. One problem
is that there may be disagreement about the costs of the environmental dama-
ge or the costs of tightening standards. Science is unlikely to provide a defi-
nitive aceounting, and countries differ in their willingness to take environ-
mental risks. Even if this problem is not so large, others are likely to arise.
Countries that suffer net losses from tightening may be unwilling to take
part, unless they receive some other kind of compensation, given countries
that gain from the global agreement have a perverse incentive. A country
can gain even more by free-riding. That is, it can gain most of the benefits if
uther countries abide by the agreement to tighten standards, even if this
country does not and it avoids the costs of tightening its own standards.

Because of the problem of free-riding, a global agreement needs some
method of enforcement, to get “refuctant” countries to agree in the first
place, and to assure that they abide by the agreement after they have it
established. There is no global organization that can provide these enfor-
cement services. Countries can establish an enforcement mechanism as part
of the global agreement, but it is not clear what it should be. It is generally
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not possible to impose fines directly. One possible penalty is some kind of
trade sanctions, to reduce the offending country’s gains from trade. Such
sanctions also have costs for the countries imposing the sanctions, and in
any case they often do not work.

Thisisa sobering analysis. When an environmental problem causes only
domestic costs, it is up to the government of the country to address it.
When countries have this problem spread tr1il~.l}orderly but regionally
among a small number of countries, it is more ditficult but stili may be
solvable by negotiations. When the problem is global,  global (or nearly
global) multilateral agreement is needed, but negotiating and enforcing
this agreement may prove to he very difficult or impossible. Among these
problems we can name four problems that are global in nature. We begin
with a fairly effective global agreement to use trade policy to prevent the
extinction of endangered species. We then can name depletion of ocean
fishing stocks, and the lack of any effective solutions to this global ineffici-
ency. Then goes a successful, nearly global agreement to reverse ozone dep-
letion. And we can conclude with the most daunting of global environmen-
tal issues, greenhouse gases and global warming,

Here we are going to dwell on the first problem. Extinction of species is
a natural process. Still, within the past half century the specific role of hu-
man activity in causing extinction has become recognized and controversi-
al, It is reckoned that human activities eliminated only 11 mammal species
and 24 birds in the 18th century, then 29 mammals and 61 birds in the
19th century, and 52 mammals and 70 birds from 1900 to 1987. There is a
general belief that there is a loss when a species becomes extinct, perhaps
because there may be future uses for the species (for instance, as a source of
medicinal products). Thus, a global effort 1o prevent extinction of species
can be economically sensible,

Human activities contributing to extinction include destruction of ha-
bitat, introduction of predators, and pollution. In addition, excessive hun-
ting and harvesting can also cause extinction. The specificity rule indica-
tes that the best global policy to preserve species would be a policy that
promotes the species through such direct means as protected parks and
wild areas; ranchiag, cultivation, and similar management intended to earn
profits from the ongoing existence of the species; and zoos to maintain spe-
cies in captivity. While there is no global agreement to promote these best
solutions, there is a global agreement to control the pressure of internati-
onal demand.

In 1978 some countries signed the Convention on Internationat Trade

in Endangered Species of Wild Fauna and Flora (CITES). With 138 mem-
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ber countries by 1997, CITES establishes international cooperation to pre-
vent international trade from endangering the survival of species. An in-
ternational scientific authority decides which species are endangered.
Cominercial trade is usually banned for species threatened with extincti-
on — about 900 species, including elephants, gray whales, and sea turtles,
To export these products for noncommercial purposes, a nation must obta-
in an export permit from the central authority, and it must have a copy of
an import perinit from a suitable buver in a country that signed CITES.
Commercial trade is limited for an additional 29,000 species because tree
trade could lead to the threat of extinction.

No species with a trade ban has become extinet. Some, including the
rhino and the tiger, continue to decline, but CITES has probably slowed
the declines. Generally, CITES seems to be fairly effective.

Much of the conflict over endangered species naturally centers on Afri-
ca, with its unique biodiversity and its fragile ecosystems. The biggest fight
so far has been over the fate of the African elephant, which is hunted for its
ivory tusks,

The liuman slaughter of clephants accelerated at an alarming rate in the
1970s and 1980s. The problem was most severe in eastern Africa, north of
the Zambezi River. The governments of Kenya, Tanzania, and Zambia, whi-
le ostensibly committed to protecting elephants, were not preventing kil-
ling by poachers. The threat to elephants was weaker in southern Africa,
south of the Zambezi, for three reasons: The governments of Zimbabwe,
Botswana, and Namibia enforced conservation more aggressively, agricul-
ture was less of a threat to the wild animal population, and some elephants
of Botswana and Zimbabwe had tusks of poor commercial quality.

In 1977, the African elephant was placed on the list of species with
controlied trade. Public pressure from affluent countries Lo save the elep-
hants became intense by the late 1980s. In 1989, most of the CITES co-
untries signed a complete ban on exporting or importing ivory. The drastic
reduction in demand, especially demand from the affluent countries, cau-
sed ivory prices to plummet, from § 100 per kilogram to only $ 3or § 4 per
kilogram.

Poaching decreased and elephant populations stabilized or even incre-
ased. The bans on trade in African clephants and their ivory appear to be
successful. But CITES now must face the challenge of evaluating claims of
sustainable use, rather than simply using its precautionary bans.

C.2. Decide whether these statements are True (T) or False (F).

t. The harm of ozone depletion has global effects and every country suf-

ters equally.
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2. For the whole world chemical releases cause less harm than for a single
countyy.
3. There is no global organization that can get “reluctant” eountrics to
observe agreements afier they are established.
4. Some species with a trade ban have become extinct.
. The great reduction in demand, especially demand from affluent co-
untries caused decrease of poaching in Africa.

[ ]

® D. Yocabulary

D.1. Read and learn new words,

deplete (v) — to lessen greatly in amount, contents, etc. — depleti-
on{n)

ozone layer — a layer in the earth’s atmosphere in which ozone is
formed, preventing harmful radiation from the sun reaching the earth

stringent(adj) — (esp. of rules, limits, etc.) severe; making difficuit
demands

incur {v) — to receive {esp. something unpleasant) as a result of
one’s actions; bring upon oneself. E. g.: to incur costs

derive {v) — to obtain (esp. something non-material.) E. g.: to deri-
ve profits

net loss — a loss taking account of any exceptional losses

free-riding — getting something for free that another must pay for it

abide by (phr v} — to obey exactly or remain faithful to {law, promi-
ses, etc.)

greenhouse gases and globai warming — gases, esp. carbon di-
oxide or methane, which is thought to trap heat above the Earth and
cause the greenhouse effect; and general increase in world tempera-
ture caused by carbon dioxide collecting in space immediately around
the Earth

habitat { n) — the naturai home of a plant or animal

violating the trade bans or controls — disregarding the act for-
hidding trade with some countries

biodiversity {n} — variety of different species

fragile ecosystems — the weak state of the system of all plants,
animals, and people in the area together with their surrounding, consi-
dered from the point of view of their relationship to each other

poach (v) — to catch or shoot (animals, birds, or fish) without per-
mission
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D.2. Give English equivalents to the following words and expres-
sions:

+

* & & + &+ > > »

+

HCTOMHIENEHE 030HOROTO CJI04;
XPYNKasg sKociHcTeMa;

QoraTble CTPaHbl;

napuikogsiii 3pdext u rrobanbHoe NoTENIEHHE;
BPHHY/THTEIbHBIE MEPDY;

GpakOHbEPCTBOBATD;

apeas;

Axo0bI, MO BUIIMOCTH;

fuosorneckas BAPMaTHRHOCTD;

HapvUulaTh TOProBble 3alIPeThl.

D.3. Choose an appropriate word or expression from the box to
complete the following sentences.

protected parks and wild areas costs of tightening standards
pollution Extinction of species chemical releases
destruction of habitat abide by in captivity

an alarming rate free-riding

t.

From the purely national viewpoint, each country would recognize
that ... have some negative effect on its people, and it might use a po-
licy to limit releases if it thought the national harm was large enough.

. Each would need to tighten its standards compared to what it would

do on its own. One problem is that there may be disagreement about
the costs of the environmental damage or the ... .

. Because of the problem of ..., a global agreement needs some method

of enforcement, to get “reluctant” countries to agree in the first place,
and to assure that they ... the agreement after it is established.

. ... is a natural process,
. Human activities contributing to extinction include ..., introduction

of predators, and ...

. The specificity rule indicates that the best global policy to preserve

species would be a policy that promotes the species through such di-
rect means as ...; ranching, cultivation, and similar management in-
tended to earn profits from the ongoing existence of the species; and
Z00s to maintain species ... .

. The human slaughter of elephants accelerated at ... in the 1970s and

1980s.
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D.4. Give synonyms for the italicized words in each sentence below,
or briefly explain their meaning.

1. In 1977, the African elephant was placed on the list of species with
controlled trade.

2. In 1989, most of the CITES countries signed a complete ban on ex-
porting or importing ivory.

3. Much of the conflict over endangered species naturally centers on
Africa, with its unique biodiversity and its fragile ecosystems.

4. An international scientific authority decides whieh species are endan-

gered.

5. While there is no global agreement to promote these best solutions,
there is a global agreement to control the pressure of international
demand.

8. 1t is reckoned that human activities eliminated only 11 mammal spe-
cies and 24 birds in the 18th century.

E. Make a summary of the text

Use the active vocabulary,

<~ F. Grammar notes

Causative

§ 1. Formation. The causative is formed with ‘have’ + noun or prono-
un object + the past participle of a verb, regular or irregular.

E. g I've just had my car repaired.

§ 2. The use of the causative for things. The causative is similar to the
passive. We focus on what is done to semething or someone, not on what is
someone does,

Active: I'm servicing my car, fack is servicing my car.

Passive: My car is being serviced (someone is doing the job for me).

Causative: I'm having my car serviced (I'm responsible for causing so-
meone to do the job for me).

Care must be taken with the word order to avoid confusion:

E. g.: Thad built a house (past perfect).

Fhad a house built (causative: simple past).

When we use the passive or the causative, we may not know or may not
need to name who performs a service for us. However, in contrast to the
passive, we use the causative to stress the fact that we are “causing” some-
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one else to perform a service for us. We therefore often use it with such
verbs as build, clean, decorate, deliver, develop (a film), mend, photo-
copy, press, print, repair, and service. We do not normally use the active
(I am scrvicing my car) to mean that someone else is doing something for
us. Nor can we say — I want to cut my hair — when we mean — [ want to
have my hair cut. Note that ‘by’ + agent is added only when it is necessary
to mention who or what did the action;

We're having/getting the job done by some local builders. They are
much cheaper.

§ 3. The use of the causative for people. The causative with verbs like
coach, instruct, prepare, teach and train can refer to things we cause to
be done to other people.

E. g.: active: P'm teaching her English (i. c., I'm teaching her myself).

Passive: She’s being taught English (i, e., 1 may not know or wish to
name the teacher).

Causative: 'm having her taught English (i. e., P'm responsible for cau-
sing somcone to do the job).

F .1, Identify causatives in the text *Global problems need global so-
lutions” and translate the sentences into Russian,

F.2. Complete the following sentences, using the verb given in pa-
renthesis. The first has been done for you.

1. The painting was so original that he decided to have it framed (frame),
2. The heel of her shoe came off; she ... (repair).
3. The water tap is dripping; 1 ... (fix).
4. The house was too old; the Mayor ... (pull down).
5. The tires are worn out; Mr, Ford .., (replace).
6. This skirt is too long now; she ... (shorten).
7. Mr. Scott’s nose was too wide; he ... (operate),
8. The tree branches were too long; the Smiths ... (trim).
9. I went to the hairdresser's to ... (hair/cut).
10. You should take your car to the mechanic to ... (brakes/repair).
11. For their wedding anniversary, Mary, ..which they ate at a large

party (big cake/make).
12. I have to ...otherwise [ can’t work on my thesis (computer/repair).
13. “Did John repair your roof?” “No, we ... that he knows” (it/do/builder).
14. We ... and he said it was worth over a thousand dollars (statue/val-
ue/art expert),
15. Weshould ... before the summer begins. 1t’s looking dirty (pool/clean).
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16. The local councii want all dog owners to ...to reduce the problem of
strays (dogs/tag).
17. Tbroke the heel on my shoe this morning and now 1 need to .., (it /repair).
18. After the car accident, Cynthia had to ... and looked as she did before
(nose/reshape/famous plastic surgeon).
F.3. Rewrite the sentences using have or get, Decide whether or not
you want to emphasize who does or did the work.
1, Ali our export risks are insured.
We
2, The garage services my car every 15,000 kilometres.
1
3. A specialist agency translates all the company documentation and
manuals (two possible answers).
We
We .
4. We've asked the contractors to build a new extension (two possible
answers).
We're
We're
5. The legal department drew up the contract on my instructions (two
possible answers),
I
[
F.4. React to the statements below using the word in brackets, as in
the example,
My passport expires soon (Renew).
I need to have it renewed.
1. The printer only works sporadically (Fix).
2. Mrs. Baxter is going on a training course { Replace).
3. The outside windows are incredibly dirty (Clean).
4. I'm not sure the figures are entirely accurate (Check).

G. Speak up

G.1. Answer the following questions.

1. How do vou think political and economic measures can be combined
to handle any environmental problem?

2. Which measure do vou think is imore efficient?
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G.2, Discussion topics,

1. “One of the benefits of frce trade is that it corrects the distortion can-
sed by pollution.” Do you agree or disagree? Why?

2. Which of the following probably violate the rules of the WTO:

a) a country's government places a tax on domestic production to re-
duce pollution caused by this production;

b)a country’s government restricts imports of goods produced using
production methods that would violate the importing country's
environmental protection laws;

¢) a country’s governinent restricts imports of goods, to reduce pollu-
tion caused by consumption of the goods,

H. Reading the English newspaper
H.1. Read the article and do the exercises.

Atmospheric Pressure
“The Ecanomist”

Why Some Environmental Agreements Work and Others Don't

Why did the Montreal Protocol succeed and the Kyoto Protocol fail?
Both were environmental treaties negotiated over perceived threats to the
atmosphere. In Montreal, the threat came mainly from the harm that chlo-
rofluorocarbons (CFCs) do to the ozone layer; in Kyoto, from gases such
as carbon dioxide that inany scientists say are changing the climate.

Both treaties thus tried to tackle problems that potentially affect every
country, and are caused by activities that occur in every country. Both
were negotiated against a background of scientific uncertainty. The scien-
ce of ozone depletion was uncertain when the Montreal Protocol was ne-
gotiated in 1987; the uncertainties surrounding the science of climate chan-
ge are huge,

However, the Montreal Protocol seems to have been a success. Only
a handful of countries have not signed (they include Afghanistan and Iraq,
which have had other preoccupations). The build-up of ozone-depleting
chemicals in the atmosphere peaked in 1994 and is now falling. The ozone
layer is now on track to recover, and the concentration of ozone in the
stratosphere should be back to its pre-1980 level by mid-century.

The Kyoto treaty, though consciously modelled on Montreal, has been
ashambles, [t has been ratified by almost 100 countries — but mainly those
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for which the treaty specifies no ceiling on emissions of carbon dioxide. By
contrast, the world’s biggest emitter of the gas, the United States, has refu-
sed to sign — not surprisingly, given that doing so would now require a
reduction in emissions of 30-35 % from its business-as-usual level by
2008-2012. No government could have made such a promise. The world
output of carbon dioxide shows every sign of busting the Kyoto targets
and continuing to do so for some time to come.

What's in It for Us?

A new book by Scott Barrett, professor of environmental economics at
Johns Hopkins University, argues that the different fortunes of these two
treaties shed light on why some international agreements work and others
fail. Such treaties, he argues, work only if they are self-enforcing. Every
country wants to avoid paying to protect the environment. But each also
recognizes that, if every country took this approach, the overal] result wo-
uld be worse. So each country — in a successful treaty — prefers to bridle
its behaviour than to accept the consequences if everyone goes it alone.
There are many more environmental treaties than ever before: only four of
the 225 currently in force were adopted by 1945, So it isimportant to make
them work.

Because a treaty is made between sovereign nations, it needs to include
incentives to persuade countries to alter their behaviour. These take vari-
ous forms. Mr. Barrett points to one of the oldest environmental agre-
ements, the North Pacific Fur Seal Treaty, as an example of how to get it
right. The treaty, among the four main seal-hunting countries, was intro-
duced in 1911 and reversed a rapid decline in the population of fur seals
caused by over-hunting. It did so by banning hunting at sea, where they
were common property and therefore over-exploited: seals could then be
killed only on the territory of individual governments, which acquired an
interest in protecling them. That created an overall gain (more seals),
which could be distributed to leave all countries better off, and therefore
with an incentive to stick to their agreement.

Such successes are hard to replicate. If the gains from co-operation are
great, there is a big incentive to be a free rider: to take the gains without
paying the cost. But in that situation, with large gains, punishing free ri-
ders is harder, because the co-operating countries usually suffer too.

With the Montreal Protocol, as with the fur-seal treaty, participants
have largely complied. Why? Partly, because it contained an enforcement
mechanism, unlike most environmental treaties. The penalties included
trade sanctions against products containing or {more controversially) ma-
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de by using CFCs. More important, the costs of implementing the protocol
were relatively low and the benefits trom complying — such as the avo-
idance of skin cancers and cataracts — were huge. To secure these benefits,
rich countries needed the co-operation of many poorer countries. So the
treaty included a fund to help to pay for the cost of switching to CFC-free
technologies. Such side-payments help to spread the benefits and reduce
the costs.

And Kyoto? Here, argues Mr. Barrett, the balance between costs and
benefits is much fess promising. Some countries may gain from climate
change: agriculture in Canada and Russia (Lwo big producers of fossil fu-
els) may benefit, even if farming in tropical countries suffers. For the Uni-
ted States. the benefits of reducing carbon-dioxide emissions would be
much smaller than the harm done by doubling the concentration of the gas
in the atmosphere. The harsh truth, says Mr. Barrett, “is that ozone deple-
tion may be the more serious environmental problem.., Ozone depletion
kills people. Current studies do not show climate change to be as deadly.”
And the costs of climate mitigation are far higher than those of giving up
CFCs. “The economics of ozone and climate policy are really very diffe-
rent.”

The alternative, he suggests, might be a technology-based approach,
mandating standards that move the world away from dependence on car-
bon-based fuels, Such a policy would start from asking what kind of beha-
viour could be enforced, rather than, like Kyoto, incorporating enforce-
ment as an afterthought. Mr. Barrett may be right. But more probably,
there can be no workable treaty on climate change, at least with the pre-
sent state of knowledge. Unless gains are clearly seen to exceed costs, the
world wiil choose to adapt, not agree.

H.2. Answer the following questions.

1. What international environmental agreements are mentioned in the
article?

2, According to the author why did the U.S. refuse to sign the Kyoto
treaty?

3. What is necessary for an international treaty to be a success?

4, What incentives could persuade a country to observe an internati-
onal environmentai treaty?

5. What is the main differencc between these treaties?

H.3. Match up the words and definitions:

1) to bust; a) something that encourages you to do something;
2} to bridle; b) to change it to its opposite;
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3) to reverse; c) to curb, 1o restrain;

4) incentive; d) to damage it so badly that it cannot be used;

5) to replicate; ¢) to give an official order that something must be done;
6) fossil fuel; 1) 1o do what you are required to do;

7) to mandate. &) to do or make again csp. 50 as to get the same result.

H.4. Read the article once more, find the sentences containing cau-
sative and translate them into Russian.

H.5. Make up the outline of the article and then render jt.

I. Reading the Russian newspaper
I.1. Read the article, find key sentences and translate them into English,

HayuHan KapTMHa mMMPa, SKOHOMMKA U SKOAOTHS

Cepeett Kapa-Mypza

OIHITM 13 caMBIX OCTPHIX TPOSABACHHIT 00LICTO KPH3UCA HHAYCTPUAN-
HOIl (HBHANIANKY CTAT0 NPU3HaHHe TPHPOAGPAIPYUIAIIIErO XapaKkTepa
co3Jannoroe »Tofl NMBHAH3aLMeH THIA Xo3dilcrBa — T. . «pbIHOMIION
SKOROMUKH»>, [eHepanbHEBIT cekpeTaph DecnpenenenTHoll Kordwepenmin
QOH o oxpyxamwileii cpeie 1 pasBHTIO B Pro-1e-Kaneiipo Mopnc
CTpOHT NOIUEPKHY.I: «3anafiast MOAeSb PAa3BATIA Holee He MOAXONUT HH
ans koro. EAHHCTBEHHAA BO3MOKHOCTL pelleHH MoOaTBHbIX mpobaeM
ceroANIHero JHY — 5To yCTOHUIBOe pasBuTHe», Hesanoaro 1o atoro Obl-
70 Mpef0KEHO U NOHSITHE! « Y CToHYNBOe Pa3BiTHe -~ 3TO TaKoe PasBH-
THe, KOTOpoe YIOBASTBOPAET NOTpeOHOCTH HacToANere BpeMenH, Ho He
CTABHT MO YIPO3Y CROCOGHOCTE OYAYUUIX MOKOMEeHHI YAOBIETROPATH
CBOY COOCTREHHBIE HOTPeOHOCTHY. ITO YCA0BHE HaKJIAAbIRAET HA COBpE-
MeHHYIO X039HCTBEHHYIO JIesTeBIIOCTh OTPAHIYEHNE, «HAYIlee 13 Byay-
uieTo», QHO CBSA3AHO, IPEKAE BCETO, ¢ HEBOROOHOBASIEMBIMH PeCyPCaMu —
MUHEPATbHBIMH 1 AKOROTITIECKIMH.

Ha npakTHKe KaK <«pblHOYHOe» X034HCTBO B IEJIOM, TAK H €TI0 «NOAMT-
610po» — MB(D u Beemiphptii 6aHK — MPOAOIIKANY HE TOABKO HCIIOTh30-
BaTh, HO 1 BCCMH CPEACTBAMH PaclpOCTPanaTh HCIIOAb30BAHHE IKONOCH-
Yyeck¥ paspymuTeabHoii Monean. Hanpumep, 8 CILEA nip1 pocte BHIT na
JYUIY HACEIeHHS, «HHAEKC YCTONYMBOIO SKOHOMHYECKOIo B1arococto-
AHUs» HeTIpePLIBHO cHinkaeTc. (<« HaeKe YeTOINHBOrO SKOHOMUYECKOTO
6narococToannsy> npeanoker B 1989 r. T. Hanu n Jx. Kob6om,) IMpen-
TPHLSITas NOX AaBJeHHeM IKOJOTHYECKHX ABHXKeHHIT (1 2axe Konrpec-
ca CIITAY «3efeHas MAaCKMPOBKa» O3HAYAAA JUITL CaMeHy dpaseoyornn
n coznanue B MBQ@ 1 BeemMuprnoM GaHKe «aKOMOPHYECKHX MOApaszaese-
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"I, CAYKAMX JHIIL WAHpMoi, He 6b110 qa0ke peywn o ToM, uTobbl Te-
PECMOTPETh HIH XOTH O 06CYAHTD (hyHIAAMEHTANbHBLE [I0N0KERHA MOAE-
JIM pa3BHTHA.

3a «3enedoii» nkpMoll TpOROEKATACK Ta K SIKOHOMHMECKAs TOJTHTH-
ka. JocTaTouno BIISSHYTE HA OPOCOUMBITHIICA B fleuarTh KOHG IASHIINATD-
HBl{i MEMOPaHAVM I'IaBHOIO 3KOHOMMCTA Beesmuprore Hanka Jloypenea
Cammepca: «CTporo Mexxay HaMmu. Kax Tul cuntaelns, He caenyet au Bee-
MIPHOMY OaHKY YCHAUTH MOOLMIPEHIIE BBIBO3A [PASHBIX ITPON3BOACTE B
Haubosee Geprble cTpanm? A cUHTAlO, YTO SKOHOMIMMECKAS JIOTHMKA, 10~
6yxaamuIas BLIOpacBaTh TOKCHYNBIN MYCOD B CTPaHbl ¢ HU3KHMII A0X0-
manir, BeaynpeyHa, TaK YTO MBI JOAKHDI eit cnenosatbs. JI, Camyepe co-
BEDIIEHHO UPABHILHO M HecTHO chopMyaHpoBan npodlieMy: foBegeHe
XO3%HCTBEHHEIX areHTOR JUKTYeTCS OllpeAeIeHHOMH 3KOHOMUYECKo1 A0TH-
koit. [Toscky 31010 yMBICTA, MOpAThHEIE 0OBHHEHHS, K KOTOPbIM IPHOETaioT
«3eJieHhles, IPOCTO HeYMEeCTHbI, eCll 3Ta TOTHKA MPHHMMAETCA B IIPHHL-
ne rpaKAAHCKHM ofmEecTROM 3anafa. JTa JOTHKA HECOBMECTUMA € 3KO-
AorugeckuMy KpuTepHaMM. Ho Bexs 3T0 Ball BLIOOp, rocnofa.

Tipunaran MuoruMu crpanamit pazpabotantasd MB® nporpamma ctpye-
TYPHOI [tepecTpoiikH, OPHEHTHpPYIOWA X X034{CTBO Ha 3KCIIOPT 1 005~
aptpalolas cTabiinsoaTh GUHAHCH ¥ BHINJAYHBATE JIOJTH, [IPHBEa K
«IKOMOTHYECKOMY HEMITHHIY> B OTPOMubIX MacluiTabax. IloMumo paame-
LIEHHH TPASHBIX TPOMIBOACTB ¢ OUCHE HU3KUMH 3aTPaTaMIl Ha TPHPOIO-
OXparHble MEPOTIPHATUSA, 3TH CTPAHDLI BRIAAKOT KOHLECCHU W BELYT caMi
MacCOBYI0 BhIpyOKy necos, B Taue ¢ 1984 mo 1987 r. sxcropt tenHoIl
npesecunsl (finewood) (¢ noMoiusio kpegutos Beemuproro HaHka) Boa-
poc BTPOE H TpOUONKAETCsl B TaKOM TeMNie. JKCNOopTIbie yorexn Ynau
yacTHUHO ObLAM CBA3aHbI ¢ MACCOBOR BHIPYOKOH pENHKTOBOTO Jieca tora
CTpPaHbl M GNYCTOUMTEALHBIM BbIIOBOM PHIObI A5 POM3BOACTBA pLOHOI
MyKH. MHBecTHUHN B OCBOSHHE AMas0Hi ¢ yuacTHeM Beemupiioro 6aHka
cocTaBuaH 10 mapa aonn. Macurradsl BHIPYGKH Jleca TAKOBB, YTO TOJIBKO
8 xofe oanoro u3 1poextoB {Grande Carajas) Gymer odniena TeppuTo-
pus, papiad Mpanunn u lepManuu, BMecTe BaATEIM. A 0K0JI0 ropujia Ma-
pada cTpoNTCA METAITYPrUYecKHil KOMOHHAT MOILHOCTBIO 33 MJIH TOHH
CTajIlf B TOJI, KOTOPEIH OyleT paboTaTh Ha APEBECHOM YTJe, MOJYUENoM
ipy BbIpy6xe 3500 kB. KM TpOnHYECKOro Jieca B rod. Bes npoaykitns 6yaer
WATH Ha 3KCITOPT H BBIBO3MTHCA 110 ele3HOoil Aopore B cTpodIiniicsa Ha
paccrogauyd 900 kM mopT. MacuiTabel 3r0JOrUUECKOro yilepda 0T 3TOr0
OPOEKTa He YKJIAAbIBAIOTCA B MPUBLIYHBIE TOHSTHA.

Bropoil npHuuKioil ycHJIeHHA Harpy3KH Ha NPHPOJlY BCHAEJACTBHE HpH-
HaTug nporpammbel MBM® asnaetca ObicTpoe obefehne Hacehenus, oco-
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BeHio B ceabckoii MectHocTH, [locTaBaeHHoe HA rpaHk HHONOTHYECKOTO
BLIKHBAHNS, HACETEHNE BLIHYH/IEHO TIPUOEFATh K CBEPXIKCNAYATAIIHH
[IPHPOAHBIX PECYPCOB {7I€COB, BOAOEMOB, NOYB), MEPEX0/( KPHTHYECKHE
YPOBHH YCTOHYHBOCTH sKocHceTeM (ecosystem). Maxe ecan dynyt Bbi-
TloAeRbl HaMeTkE camoro BeeMupioro Garka, 8 Hepuoil Adpuice yposenb
A0X0/a Ha Ayiy Hacehenns cepeannl 1970-x rr. 6yAer BHOBE JIOCTHIHYT,
B CpeiiHeM, Anilk Yepes 40 met. CorlacHo BelBOIY JKOHOMHIECKOI KOMHC-
ciu OOH ans Adppuki, soccralloBAelIle SKOHOMIIKI 3/ech B TIPHHININTe
BO3MOZKHO /ML IPH OTKA3€e 0T Heosnbepanbhoii cTparernu. Jlaxe e eTpa-
HbI, B KOTOPBIX HABMIOAACTCA POCT AOXOJOR, JOCTHTAIOT 3TOID Yepes pas-
PYUIHTEABHY O FKCILAYATANHIO TPHPOALL

Coraactio nagHsiM Mexameprkanckore damia pazputas {1993), 8 26 crpa-
Hax JlaTynckoll AMepHKRI Np# cpelen pocTe SKCTOPTa cBble 3 % B roj
TeMIT pOCTa A0XO0I0B Ha AyLIV HaceaeHls cocTtaBhj 1 %. 3a nocaeanne
30 AeT cHTyalLNsA B3MEHWAACH AW B XY/IIHYIO CTOPOHY. MoXHOo rosopiTh
0 TOM, YTO B pasmkaX mporpanmbl MB®@ npocxomitT noaHELT PA3PLIR CRA-
3H MY CUCTeMOI TPOMIBOACTRA B CTPaHe H CHCTeMOI motpebaeniis,
B HekoTopblx cTpaHax JlaTHHCKOH AMepHKH NoTpebacHie B cpedHeM
Najla’1o HPH pocTe MPOH3BOACTBA, B 1le10M, X03AHCTRO NepecTaeT OHITE
«HAPOAHBIM», H CAMO MOMATHE <CTPAHEI» II0 CYTH Aena cTHpaercsa, Ona
HpeRPAailaeTes B MPOCTPAHCTEO, HA KOTOPOM JeHCTBYIOT «IKOHOMHUECKE
ONEpPaTOPbly, TPOUIBOASALLINE TOBAPL A VAOBACTBOPCHIA NIATEKECHTO-
¢obHOro cnpoca raobanbHore phiHKa, HUKAKOM ¢BS3H ¢ TOTPeSHOCTAMIL
aoaed, KUBYLINX B JaHHOI cTpaHe M AaKe ¥ cTeH 1pelnplaTHa, 3T
POH3BOACTRO He AMeeT, ¥ cTpaHsIoTCs NMocHe/IHWE CIC/L eCTeCTREHHOTO,
HATYPAILHOTO X034{ICTBA — AKOHOMHMKII {B CMEIC/IC ADIICTOTEI).

I.2. Render the article using the active vocabulary.

). Translation

J.1. Translate the following passage into English using the active vo-
cabulary.

Kak sbiXXMBaET KAHAACKHHA CeBep

«Ixenepims

IloHck NONOJAHHTEABHBIX HCTOYHHKOB AOXO0A0B, MyHHUHNAREHBIE
BJAACTH MPHEBACKAIOT KOMUAHWI AAS NIPOBEREHHS TECTOB B 3KCTPEMATbilbiX
ApKTHYecKUX ycaoBHAX. B ropoae Mnysike kananckasa koMnaniga Bon-
bardier tectupyer csou cHeroxosisl, a aBToMoOUASHBIT KoHilepH Daim-
lerChrysler — aproMobusIn.
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CegepHbiii 3aB03, Menkuil 6M3HeC «CKIABLBAETCA> If OPTraHH3YeT KO-
onepaTHBb A8 TOro, YTeOLL 3aKYNITh TORAPD Ha BCio anMy. CHalkeHnem
FOPIOUe-CMA30UHEIMIT MaTePUALAMIT 3AHHMAIOTCH YACTHBIC HehTANnbIe
koMmanun. B Huygike Bce RocTaBrH Lt TOPIOBAI TOITHBOM OPranusosa-
sa Esso,

«BriHecenHbie» NPON3BOACTRA. [aske 11 peicTaBHTEN i MEAKOLO GH3He-
€2 OTKPBIBAIOT [TDOM3BOACTRA B APYIUX CTPaHaX, YTO ARISETCH BAKHBIM
JONOJHEHIEM K HX «CeBEPHBIM » JOXOAAM.

MakcnmanbHan quBeperdHranuia dnadeca. CTpoUTENbHAS KOMIIAHUS
Canadian North Projects erom coBypaet noata, a anmoit — meberin,

OanuM M3 OCHOBHBIX IIPHHITMITOB KAHAACKOH CHCTEMBI ABJSETCH 1~
depennania miatexeil B 3aBHCHMOCTH OT pAlda dakropos. B Kanaie
NPABHTEJNbCTRO CHHMAET BCE HATOLI N ILTATEXH € UCTOLICHHMX MecTo-
POXKCHHI, BCJIEACTBIE YEro OCTaloTCA PeHTAdeNIbHBIMI MECTOPOXKICHUS,
aaiouire no 200-300 autpor vedtn B cyTky. OAHOBpeMenHo HIET TPagy-
HPOBKA HAAOIOB 110 Mepe IKCILTYATallll MecTopoxieHnd. Ha Havaabnoum
3Tane OCBOEHHA HajOTH OUeHb MaJeHbKHe, 3aTe 110 Mepe pocTa A06BII1
OTYIC/CHUS FOCyXapcTBy veeanuupatores. [lpn paspaborke durymosn
KOMITAHHSA TlepBoe BpeMs BOoO1Le HIfero He LATHT rocyaaperey. Kana-
CKajd HAMOMOBAsS CHCTeMa YUMTBHIBAeT H JIHHAMUKY LeH Ha He(pTh, 4To 103-
BONSIET M30€KATh KOHGDANKTA MEKAY I'OCYAAPCTBOM W HCHTAHBIMI KOM-
magusdMeL CTONT eHe Ha e Th YRACTh HIDKE KOHTPUILHGH OTMETKH, KaK
HeITHHUKH [AYRHAIOT [POMKO BO3MYUIATRCA W TPeGuBaTh HOHIKCHHA
HasoroR. HeyauButensno, 4To KaHaackad Heprsiika npongetaer; 3 Kan-
rapu, HeprAHoil cronnue Kauaan, B oTauuie, HarpuMep, oT TopoHto
TPYIHO BCTPETITE HOTPEIAHRYIO MAlUilAy, VAR 330HThl HOBHHKAMII
eBPONeHHC KOro 1t AMepPIKAHCKOI0 aBTOITpoMa.

2 K. Case study

K.1. Read the article and answer the questioas.

The importance of Error in Ecology

[n the face of declining fish stocks, fisheries managers have been forced
to take drastic measures to try and prevent total collapse of certain fish
populations (Pikitch et al., 1997). Such measures include complete bans
on fishing, as was done for the cod fishery in the Grand Banks of Newfo-
undland, or strict quotas that limit intakes, such as those now imposed on
fishing vessels in European Union waters, A challenge of management is to
provide a buffer for uncertainties to safeguard the future health of popula-
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tions. Up until now, management hastypically aimed to maximize the num-
ber of fish caught, while allowing little safety margin for error. In a useful
commentary, Paul Dayton argues that appropriate application of available
statistical techniques could allow such buffering.

The scientific method recognizes two types of error in measurement:

¢ type I error — the conclusion that there is an effect when there is

none;
+ type Il error — when an impact exists but is not detected.

These types of errors can be illustrated by considering a proposal to
restrict trawling in some areas of the Gulf of Mainc to protect benthic ha-
bitat. Trawling for scallops can destroy benthic habitat as the nets scrape
along the sea floor. If the proposal is accepted and trawling is banned, when
in fact it has no serious impact, a type 1 crror has been committed, If the
proposal is rejected and trawling does result in habitat destruction, then a
type 1l error is made, Current management focuses on reducing type | er-
rors because maximizing fish catch is of primary economic importance. Ho-
wever, scientific advice should be explicit about type IT errors also, becan-
se the environmental consequences from type II errors are much more
serious and take longer to recover from. Type I errors usually result in only
short-term economic costs. An understanding of the scientific method can
clearly aid in the decision-making process.

K.2. There are two possible ways to correct type II errors:

+ prove that environmental degradation has occurred (this assumes
that there is no environmental degradation until demonstrated ot-
herwise) before regulating the resource;

¢ require the exploiters of public nature resources to prove (switching
the burden of proof) that they do not cause damage to the resource.

Why do you think it would be difficult to prove environmental degra-
dation in the fishery industry? Is this also the case for other natural
resources?

Do you think that the burden of proof must be put on the exploiters
of public nature resources? What are the obstacles to enacting such an
approach to resource management?



Unit 13
Russia in the World Economy

A. Preliminary discussion

1. Has the world image of Russia changed since Mr, Putin took his
office?

2. What do you think about the latest economic reforms in Russia?

3. Why in your view are the reforms not efficient enough?

B. Pre-reading exercises

B.1. Skim the text and give its key idea.

B.2. Scan the text for the following information.

1. What main branches of economy are analyzed in the presentation?

2. How does the author estimate Russia’s cconomy?

3. In what way can the achievement of cconomic growth be accelera-
ted?

4. Sum up the author’s view on Russia's integration into the world eco-
nomy?

C. Reading

C.1. Read the text and answer the questions.

1. What have the principal changes been in Russia since the start of
transition?

2. Do you think that Russia’s economic rebound is mainly due to favou-
rable external conditions? Prove your point of view,

3. What can you say about the situation in manufacturing?

4. What does the author mean by ‘new’ and ‘cld’ economy?
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Russia in the World Economy: What Role and What Strategies?

Riccardo Barbieri

This article summarizes a presentation given at the Morgan Stanley De-
an Witter & Co Conference “Russia: 2000 and Beyond,” held in Moscow.

Economic growth taking central stage. Russia’s GDP is down to abo-
ut 60 % of its [evel at the start of transition. On a per capita basis, it is
equivalent to 10 % of the average EU level, or 30 % adjusting for PPP
(World Bank data for 1998). Whilst it may be argued that today’s output
is of higher quality than at the start of transition, the dramatic fall in the
standard of living of Russian households suggests that reducing this gap
should be the overriding goal of economic policy. In fact, President Putin
recently argued that Russia should aim for real GDP growth of 5-10%
over the coming yvears. Judged against the dismal performance since the
beginning of transition, this looks like a very tall order.

Faster capital accumulation is needed. Some Russian economists have
been arguing that industrial production could rise by 25 % simply by using
spare capacity. However, part of the Soviet-time capital equipment has be-
comne obsolescent and appears to be of little or no economic value at pre-
sent without significant revamping. Mr. Putin’s ambitious growth targets
would thus seem to require a much higher rate of capital accumulation
than anything seen in recent decades.

Ongoing recovery due largely to turnaround in external conditi-
ons. Russia’s economic recovery since early 1999 has exceeded by far even
the most optimistic expectations. The steep devaluation of the rouble and
prudent monetary and fiscal policies have played a crucial role. But, the
recovery also owes 2 lot to the turnaround in global conditions: the global
economy has recovered more strongly than expected by most forecasters
following the Russian crisis in
August 1998, and oil prices
have more than doubled sin-
ce the beginning of 1999.

Greater internationaliza-
tion is called for. Most eco-
nomists believe that Russia's
recovery would be vulnerab-
le to a drop in energy prices
and that it won't evolve into
a proper expansion unless pro-
found economic reforms are
implemented. While I agree
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on the importance of these reforms, I also believe that Russia cannot achi-
eve its growth targets without increasing its integration into the world
economy. A further opening up to trade and investment relations with non-
CIS countries should be a key policy goal, especially considering Russia’s
need for capital and know-how, as well as the trend toward globalization in
the world economy. But, what is Russia's current position in the internati-
onal division of labour? How can it be leveraged given the country’s com-
parative advantages? How should economic policy be oriented in order to
achieve these goals?

A declining position in manufacturing. At the end of the 1980s, the
USSR was the largest world producer of energy and intermediate manu-
factures, notably steel. Its foreign trade was mostly concentrated in the
Soviet block, although the USSR was expanding its oil and gas exports
outside of that area. Today, Russia’s share of world output is much lower,
especially in manufacturing. In the steel industry, for instance, Russia is
only the fourth-largest producing nation after China, Japan and the US.

Russia is largely an energy exporter. An analysis of Russia’s foreign
trade reveals that, although oil output is down to approximately half of its
soviet-time level, Russia is largely an exporter of energy and metals, while
it is a heavy importer of foodstuff and machinery. Even what we now call
the “old economy” thus sees Russia as a decreasingly competitive player.

Presence in the “new-economy” is marginal . The panel on the “new
economy” at our conference in Moscow provided a very encouraging pic-
ture of rapidly growing activity and investment in the Internet and e-Com-
merce. Internet penetration is rising, and there are interesting new ventu-
res, particularly in the B2B sector.

“Old economy” industries in need of profound restructuring. While
Russia’s relative specialization may well remain concentrated on energy
and metals, there is a need and scope for a recovery in large-scale manufac-
turing. I found a recent study by the consulting firm McKinsey particu-
larly enlightening in its microanalysis of selected sectors of the Russian
economy. It shows that a significant share of capacity in the steel and oil
industries can be revamped, but it also argued that many obsolete plants
should be simply shut down.

But, cost competitiveness is a big plus for Russia. According to the
McKinsey study, even after revamping, Russian steel plants would be less
productive than US plants, let alone state-of-the-art Japanese plants. Ho-
wever, the potential gains from restructuring are substantial, Moreover,
Russia can count on much lower input costs than its international compe-
titors.



Unit 13. Russia in the World Economy 225

The labour cost advantage is huge. The rise in world energy prices and
the rouble devaluation have made Russia hugely competitive in terms of
energy and labour costs, respectively. Labour incomes will have to catch
up in the coming years, but the high rate of hidden unemployment sug-
gests that if the labour market hecomes reasonahly flexible, then Russia’s
cost advantage could be maintained for a relatively long period of time. We
estimate that, in euro terms, Russia’s hourly wages are generally less than
10 % of German wages. This is a level that, among the countries surveyed
by the US Bureau of Labour Statistics, can only be found in the poorest
developing countries.

Human capital should be put to use. Technology is usually applied in
order to save labour. But, the production of technology is labour intensi-
ve. Low coinpensation for clerical and skiiled labour can be a powertul com-
petitive advantage in an era of increased communications. The same appli-
es for scientists. One of the key findings from our Moscow conference was
that a small elite of export-oriented software companies is indeed emer-
ging in Russia. The challenge is now to make this a broader phenomenon. In
my view, promoting entrepreneurship, the repatriation of scientists and
intellectuals, fair competition and free trade in the technology sector
should be among the overriding policy goals of the new Russian go-
vernment.

Leveraging the energy sector. The industry is burdened by a lack of
new field development, low productivity, organizational inefficiencies and
administrative and tax constraints, A greater involvement of foreign com-
panies through FDI and production sharing agreements looks like the most
promising avenue for a resumption of growth in this key sector. Producti-
vity gains would be substantial, If production resumed rising, it could find
export opportunities even under the assumption of an unchanged market
share in world exports, Indeed, net world oil imports are expected to rise
by 75 % by 2010.

Foreign direct investment would be another important vehicle to ac-
hieve faster economic growth. Russia should aim to attract not only capi-
tal, but also advanced technology, organizational methods and know-how.
On an engineering field trip organized by our colleague Gideon Franklin
back in January, we found that most foreign manufacturing multinationals
involved in Russia are moving very cautiously, transferring existing old
capital equipment from other world locations and mostly investing under
joint venture arrangements. [n order to induce greater foreign involve-
ment, a more stable macroeconomic environment could be created, as well
as a more transparent and secure investment climate,
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In sum, we see restructuring existing industries and developing the
“new economy"” as the priorities. Russian manufacturing piants are gene-
rally obsolete, products can be less than appealing and, in some cases, don’t
have a market in the industrialized countries, However, there is scope for
revamping some of the existing capacity, and energy and labour costs are
extremely ow, Russia could not only satisfy more of its consumption ne-
eds, but also become a mediumn-sized exporter in the global arena.

A viable open economy as the overriding goal of economic policy.
The debate on Russia’s transition process and on its policy priorities has
been going on for years now, but has failed to build a conscnsus on an ove-
rall policy approach. I believe that the international trade and supply-side
approach that I have briefly sketched here has the advantage of pointing to
priorities and concrete actions for the coming months and years. Once Rus-
sia gets on a sustainable growth path, critical issues such as income distri-
bution, welfare, pensions, tax arrears, non payments and so on should be-
come less acute and, to boot, more amenable to genuine reform.

C.2. Decide whether these statements are True (T) or False (F).

1. Russia’s GDP is equivalent to the average EU level.

2. Spare capacity is a good help to rise industrial growth in Russia.

3. Russia’s economic recovery was bevond the expectations due to the

monetary and fiscal policy.

4. The rise in the world energy prices and the rouble devaluation have
made Russia less competitive in terms of energy and labour costs.

3. As the production of technology is labour intensive there are no ex-
port-oriented software companies in Russia because of the lack of sci-
entists and intellectuals.

6. Only the foreign direct investments can solve many Russian econo-
mic problems,

= D. :Vocabulary

D.1. Learn the following words and make up you own sentences,

tall order — a request or piece of work that is unreasonably difficult
to perform

revamp (v} — to give a new and better form or structure to somet-
hing old

obsolete (adj) — completely out of date

prudent { adf) — thinking carefully before taking actions; careful to
avotid risks
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state-of-the-art{adj}) — using the most recent and recently deve-
loped methods, materials or knowledge

boot{n) — besides; in addition

amenable (adj} — abie to be tested by, ready to be guided or influ-
enced by

clerical {adj) — concerning scmeone who works in an office

evolve (v) — to develop gradually by a long continuous process

D.2. Find an English equivalent from the text to the following:
# HIKCIJIeHHe KarmiuTamaa,

.ttt e

+

33]10DKeHHOCTD 110 YIL1aTe HAJI0TOB;
cTpaHbl — yaeAw CHIG

pe3ePRHEIE MOIIHOCTH;
lepBOCTENENHAA 331444 {LE)ib);
BO3AEHCTBOBATD;

203001 0BNeHHE;

notacopas 3apaboTHas IJ1aTa,

D.3. Match up the words on the left with the definitions on the right.
Use them in your own sentences:

B induce; a) {done or happening) between two others; halfway;
2) repatriate; b) to cause or produce;

3} finding: ¢) to bring or send someone back to their own country;
4} in sum; d) something learnt as the result of an official inquiry;
5) intermediate, ¢) in simple words; in a short phrase.

D.4. Choose an appropriate word or expression from the box to
complete the following sentences.

overhauled outstripping delay reiteration sustained
rebounds  real terms employees peggedup concessions
benefit eye-catching taxrates  lobby slump
downturn  relapse castigate  decision-making

1. Some argue that the minutiae of the technical details of reform are

simply less ... than the initial sweeping changes.

. The president administration swiftly ... much of the tax code, simplif-

ying the rules for companies and cutting personal ... to a flat 13 per
cent.

. The president has ... the prime minister for slowing economic growth,

diminishing the chances of meeting his target of ... Portugal’'s GDP
by 2015,
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10.

11.

. There is some deceleration ahead of the elections, but the problem is

the constant ... of a commitment to reform by the authorities.

. Another big ... against membership is the bureaucracy itself, addicted

Lo arbitrary ...

. Investors have feared that the economy, which early this year appe-

ared to be recovering strongly from last year's ... , may ... back into
recession.

. In 1999-2002 Russia's GDP rose by 25.5% in ..., a significant

contrast to the long ... and stagnation of the previous years.

. A senior parliamentarian, who considers himself a liberal, nonctheless

wants to ... WTO membership, saying that only 7 % of Russian export
will ... but that outside competition will devastate much of the economy.

. The meeting of the working group on Russian membership will show

how many ... other countries are ready to make.

The recovery is expected to be ... as business investment ..., consumer
spending continues at a solid pace.

Average pensions have tripled and salaries of low-income government
.. were ...

E. Make a summary of the text

Use the active vocabulary,

£ F. Grammar notes
Reported Speech

Reported speech is the exact meaning of what someone said but not the
exact words, When we quote someone’s actual words, we can use reporting
verbs. We can report statements, questions, requests, orders, thoughts, etc.

Statements
Here is a list of common reporting verbs.

say reply suggest add admit advise
agree ask answer claim demand

promise remind  report tell order insist
persuade reply think mention

E. g.: They say that we will receive the confirmation next week.
She mentioned that the date of the next meeting hasa't been fixed yet.
He promised that the conference would be ready for us when we arrived.
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I'warned them not to put up their prices by more than the annual rate of
inflation.
Reported speech takes two forins;

main clause suberdinate elause

They say that the meeting will be held next week.
main clause an infinitive with to

They asked us to send the reply as soon as possihle.

In reported speech, the verb tease of the main clause determines that of
the subordinate clause. If the verb of the main clause is in the Present of
Future tense the verb of the subordinate clause is the same (no changes).

E. g.: “I'want to promote you,” the divector says. — The dirvector says that
he wants to promote me.

“We shall send you our confirmation soon,” the boss replies. — The boss
replies that they will send their confirmation soon.

[ the verb of the main clause is in the past the verb of the subordinate
clause changes according to the rule of sequence of tenses,

Verh tense in direct speech: Verb tense in reported speech:
*  Present simple; « Past simple;

»  Present contintous; = Past continucus;

= Prescni perfect; + Past perfect;

+ Past simple; + Past perfect;

= will, can, or may + verb. = would, could, or might + verb.

E. g.: She said, "We have a deal.” — She said (that) they had a deal.

She said, “I have made a4 deal.” — She said that she had made a deal.

She said, “I will confirm the deal next week.” - She said that she would
confirm the deal the following week.

In reported speech certain words change as follows dependm;, on the
context.

Direct Speech: Reported Speech:

s this/these; s that/those;

* here; * there;

«  come; g0,

» tonight, today, this week; « that night, that day;
* now; = then, at that time, at once, immediately;
= now that; * since;

+  yesterday: » the day before;

» last, « the previous,

*  tomorrow; + the foliowing day;
s nexi; * the following;

* ago. » before.
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The verb tense of direct speech does not change:

a) when the words spoken state a general truth: e. g., The teacher expla-
ined thart it takes Mars 1.88 years to circle the Sun;

b) when the words spoken express a habitual action referring to the pre-
sent: e. g., He said he always goes to bed early;

¢) where the words spoken are still true: e. g., He said Professor Pyke is
in Room 110,

Questions, Requests, Orders or Commands in the Reported Speech

Reported questions. In reported questions we use the affirmative word
order and do not use quotation marks or a question mark. We use reported
question to ask for information, advice or to report someone else’s questi-
ons, suggestions, offers or requests.

To report a question we use: a) ask, want to know, wonder, cannot re-
member, inquire + wh-word {who, where, why, what, ete, or how far, how,
how long) when the direct question begins with a wh-word; b) ask + if /'whet-
her when the direct question begins with an auxiliary verb (do, have, can,
etc.). We must use whether not if, when we are asking someone to make
a choice,

E. g.: “Do you want to consult anyone?” they asked. — They asked me
whether I wanted to consult anyone,

We must also use ‘whether’ when we include the phrase ‘or not’,

E. g.: “Are you going to tell me the answer or not?” she said. — She asked
kim whether he was going to tell her the answer or not.

Tense changes for reported guestions in the past are the same as for re-
ported statements,

Reported requests and commands (orders). When we report requests,
orders or commands, we use an introductory verb (advise, ask, beg, offer,
order, suggest, tell, etc) followed by a to-infinitive.

E. g.: “Hand in your reposts,” he said to us. — He told us to hand in our
reports.

“Can I come in?” he asked. — He asked to come in,

“Please let me take part in the negotiations,” he said. —He begged to let
him take part in the negotiations.

When we are reporting negative orders, requests, elc. not goes before
the to-infinitive.

E. g.: “Don’t do it, please,” she asked him. — She begged him not to do iz,

“Never tell lies,” the supervisor said. — The supervisor taught us not to
tell fies. :
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F.1. Report the following conversations.

A. Good morning. Personnel corps.

B. Hello, my name is Neef, Walter Neef. I would like some information
on yeur agency. Can you help me?

A. Yes, certainly, What would you like to know?

B. I'm looking for a non-profit agency. Is this a non-profit agency?

A. No, it isn't; we are a private agency, dealing with technical and high-
salaried jobs.

B. Thank you. I'm looking for a secretarial job or any non-skilled position.
Can vou give me the telephones of the agencies specializing in this field?

A. With pleasure, but the list is very long. You can find the information
you need in our leaflet. Qur working hours are from 10 to 7 pm.

B. Thank vou. Good-bye.

A. Good-bye. Have a nice day.

B. You too.

A. Manpower. What can 1 do for you?

B. I'd like to talk to the employment counselor about a job. Will the
counselor be able to see me today?

A. Hold the line. I'll consult the diary. Yes, Mr. Brown, are you there?
Mr. Fraser can see you between 10 and 12. What time would be conveni-
ent for you?

B. Let’s make it 10:30.

A. All right, Mr. Brown, 10:30 today.

B. Thank you. Good-bye,

A. Good-bye.

F.2. Transform the newspaper report which follows into an interview
between a journalist and SEC’s chairman.

Asked over lunch with the SEC in September if he thought that the
new oversight hoard should set new rules on audit quality, or whether
the accounting industry should continue to write audit standards itself,
he said that the board sheuld do it, He added that he favours rotating
audit firms every five to seven years to stop auditors cosying up to their
clients.

G. Speak up

G.1. Discussion problems.
Use supplementary vocabulary while speaking on the following prob-
lems.
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1. Russia has been granted a market-economy status. What image sho-
uld a country have to gain such recognition?

2. What do you know about the relationship between Russia and EU?

Supplementary vocabulary:

to tip the balance in the country’s favour;

positive economic and political changes;

disrupt the world trade; '

to bring anti-dumping cases against Russian imports;

currency convertibility;

to have a pure market economy;

the extension of government intervention;

* * & S &+ +

to do well out of the current system:
+ to fulfiil basic democratic norms.

G.2. Read the abstract from the speech of the First Deputy Prime
Minister of Russia and Minister of Finance, made at the World Econo-
mic Forum in February 2003 and make it as an interview with the wes-
tern journalist,

The First Deputy Prime Minister of Russia and Minister of Finance out-
lined the progress Russia has made since the 1998 crisis: economic perfor-
mance, inflation and productivity in 1999 not only improved substantially
but came in better than even the government had expected. Tax rates (e. g.,
maximum profits tax) had been reduced and tax revenues increased; in fact
receipts were above target for the first time. He said Russia fulfilled ail
aggreed fiscal and monetary targets in 1999, and thanked the experts from
international financial institutions for their help. The priorities will con-
tinue to be on such goals as achieving economic and social predictability,
establishing a legal framework for the economy and removing obstacles to
competition.

He acknowledged that the structural reforms were still not accomplis-
hed. Modern management methods need to be implemented, and energy
and raw materials used are high by international standards. But with
its well-educated human resources base, Russia could play an important
role in the new high-tech economy with sufficient capital and foreign in-
vestment.

The State Duma elections showed that demoeratic institutions are ta-
king hold in Russia and atlowing alternative views to be put to debate, and
the government resulting from the pending presidential elections could be
expected to pursue a new, ambitious reform process,
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G.3. Place the given below words and expressions into the approp-
riate columns, give their Russian equivalents and use them inn your
own sentences defining the perspectives for the Russian economic
growth:

s 1o bog down the reforms;

+ inflation;
recovery;
ad hoc taxes;
growing fiscal deficit;
rebound;

s to slash red tape;

s to diversify;

* boost;

+ {0 promote innovations;

* to be stunted and distorted deregulation;
» to cut payroll charges;

* (0 abotish subsidics;

* to squander;

* sustainable growth.

Stimulus for the economic growth Hurdles for the economic growth

H. Reading the English newspaper
H.1. Read the article and do the exercises,

Russia & the WTO: Crunch Time

Christopher Granville, “The Reuters”

The goal of Russian WTO accession in 2003, previously endorsed by
Putin, is looking more ambitious than ever. The autumn negotiating and
Jegislative sessions in Geneva and the Duma will be decisive. With electi-
ons in mind, Putin may balk at this fast-track timetable. Protectionist oli-
garch Oleg Deripaska has caught this change of mood with his call for a
much slower track. Russia’s fundamental transition prospects and progress
will not be nundermined simply by the fact of joining the WTQO in 2005
rather than in 2003. However, any such delay would entail dangers and
disappointments that create a leadership challenge for Putin,
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The main incentive for targeting accession at the WT(s next ministe-
rial meeting in Mexico City in autuma 2003 is to ensure that Russia will
become a full participant in the current ‘Doha Round’ of multilateral trade
talks. But this timescale always looked highly ambitious, and all the more
so after the latest and fruitless Geneva negotiating round in June, For all
their sensitivity, the negotiations on Russian import tariff levels and ac-
cess to its service markets are the least of the problems, since agreements
can be quickly struck if there is sufficient political will on both sides, De-
lays here will tend to be due to negotiating tactics. So there is nothing
inherently alarming about the fact that the Russian negotiators showed no
signs of movement at the June working party session in Geneva either on
reducing protectionist tariffs in key sectors such as autos, aerospace and
pharmaceuticals, or on lifting restrictions on foreign entry into the domes-
tic financial services market. But the necessary Russian concessions on so-
me or all of these matters would still mean overcoming some powerful ves-
ted interests at home.

Much more difficult even than this will be non-tariff barriers, and the
general trade-related regulatory and legislative framework. Here, the key
issues are Russia's low regulated energy taritfs seen as blanket industrial
subsidies, and agricultural subsidies. On the regulatory front, Russia’s tra-
de policy regime still needs clarification on many points even before star-
ting to negotiate commitments on its stability and /or amendment. But it
is on the legislative front that the time factor is most acute, The autumn
session of the Duma is due to address a whole range of fundamental legisla-
tion necessary for WTO accession. Key measures include the Customs Co-
de, the liberalisation of currency controls and, in the area of non-tariff bar-
riers, the law on technical regulation. But these bills will have to compete
for parliamentary time in the thick of the annual budget round.

It will be clear from all this that Russia has a mountain to climb if it is to
meet the target of WTO accession next year. It could be done. The key to
a deal will lie in agreeing ‘grace periods’ after accession in which import
tariffs and service market entry restrictions will be reduced, and domestic
energy tariffs raised to acceptable levels, But Russia’s entry prospects in
2003 will hinge on the remaining Geneva negotiating rounds, when draf-
ting of the ‘working party report’ (the basis of the Protocol of Accession) is
due to begin, spelling out Russia’s commitments. Slow progress this au-
turmnn either in Geneva or in the Duma will most likely mean the postpone-
ment of Russian WTO membership until the 2005 ministerial meeting.

These stark realities seem to be making an impact. Putin spoke in juty of
three years as possibly a more realistic timetable, and this was echoed by
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the WTO Secretary General, Mike Moore, who had previously been tal-
king up Russia’s rapid entry prospects. Although the government, for its
part, is ploughing on (it dedicated a special session to the issue on July 25),
there is a sense that the political will necessary to make a decisive push on
the WTO front this autumn may no longer be there. Given the obvious
worries about the effect of WTQ membership on employment, Putin’s na-
tural caution — reinforeed by election considerations — may well prevail,
Until now, the main business interest groups have paid lip service to the
WTQO accession goal as stated by Putin. But given the many and varied
protectionist interests, this was bound to change at the first sign of doubt
in the Kremlin. So it was not surprising that aluminium and autos tycoon
Deripaska broke ranks on August 5 with a call for the postponement of
WTO entry until the second half of the decade — though it was surprising
to see him breaking Putin’s taboo on oligarch involvement in politics by
adding an outspoken personal attack on German Gref.

Russia will inevitably join the WTO. But the chances of accession in
Mexico City next year now look no better than 50:50. If accession only
occurs in Putin's second term, then the slower timetable will not have a
fundamental impact on Russia's transition. However, given the importan-
ce of WTO-related ineasures for overall domestic structural reform, any
such delay would be at least marginally negative for investor perceptions
of country risk. The damage would be minimised if the legislative prog-
ramme was seen to be progressing steadily. Conversely, the damage will be
worse if that programme stalls, if the protectionist lobby appears to be ru-
ling the roost - casting doubt on accession even in 2005 — and, worst of all,
if the perception gains ground that oligarchs like Deripaska ultimately dic-
tate policy under Putin as they did under Yeltsin. Putin’s leadership will
be tested in making the legitimate case for a steadier approach to WTO
accession while countering perceptions of stalled reform and renewed “sta-
te capture” by oligarchs.

H.2. Match up the words and definitions:

1} to cadorse; a) to be in charge of:

2} to balk; b) to declare that one regards (sth} as important while not
treating it as important in fact;

3) to centail; c) to express approval or support;

4) to talk up; d} te fail to stay in line;

5) to hinge; e} a period of time within which (sth) is completed or is
expected to be completed;

6} to rule the roost; f) to be unwilling to do or to agree to (sth) difficult or

unpleasant; to stop or intentionally get in the way,
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7) to break the ranks;  g) to make nccessary;
8) to pay lip services to; h) to stop because there is not enough power or speed to

keep going;
9) 10 cast doubt on; i) hard, bare, or severe in appearance without any
pleasant or decorative addition;
10} to stall; J)  to make someong to question the truth or value of (smth);
1) to plough on; k} to depend on; have as a necessary condition;
12) stark eealities; 1) to praise; to speak directly and frankly;
13) timescale. m} to force a way, sometimes violenily.

H.3. Answer the following questions.

1. Why may the autumn Geneva sessions be decisive for Russia?
2. Is everyone in Duma in favour of WTO accession? Why?

3. What hampers this accession?

4. What are the most difficult concessions for Russia and why?
5. What do vou know about this organization?

H.4. Make an outline of the text and render it.

H.5. Choose an appropriate synonym from the box to the italicized
words in the following sentences.

arguing sagging lodged shocking  delicate
curbed flourishing into debt  spotlights moaner
extension worry veiled mope plunge

1. The economy is flagging, unemployment is rising and business is be-
ing stiffed by taxes and red tape.

2. The federal budget must be passed, but the government and oppositi-
on are wrangling over spending cuts and a proposed tax increase.

3. He highlights two reforms that were meant to have been wrapped up
by the end of last year but which remained stuck.

4. His recent efforts have been stunning.

5. The biggest and the most ticklish issue is the enlargement of the EU.

6. The grumblers have no alternative to put forward to the president’s
approach: that if Russia wants economic prosperity and respect, the
only choice is to join the outside world, not sufk in the corner.

7. Economists are not the only ones who frer about inflation.

8. The trouble is that economic forecasts are shrouded in an even thicker
fog than usual.

9. The slowing economy is pushing many state budgets into the red as
tax revenues plummet.



Unit 13. Russia in the World Economy 237

l. Reading the Russian newspaper

I.1. Read the Russian article and render it using the following words
and expressions:

+ integration in;
disagreement;
cumbersome structures;
scholastic disputes;
pithy;

counteraction;
speculative discussions;
nonproliferation.

* & + + & > »

EBpona Ham — BTOpoOe OTeuecTBo

Hmumpuii Poeosun, « Hesasucumas 2asema»

Harexo He cnyqaiino upesupent Baaxwmup [lyTus Bo BHeIHeNONN-
THUecKOM pasdede cBoero nocnexnere Hocnanua Qeaepansiomy cobpa-
HTIO BBIAETHM OTHOIIEHHS ¢ EBponefickHM colo30M B KauecTRe BiHeTIETo
afeMeHTa poccHiickoil Buewned nonntiku, Bosee Toro, mupokoe cban-
HeHHe H pealblad [HTerpallHa B ERpony 0IHO3Ha4YHO ONpeUeIeHb B HeM
KaK uctopirieckuil BpiGop Pocerri, npudesm BRIGOP yke CAeNaHHBHT 1 ocTe-
JM0BaTeNBbHO peannaveMblil, MiMeHHo 3fech kpoeTcsa oTBeT Ha BelyiHIiCA B
pOCCHICKOH HHTEJIEKTYalbHON AHTe CX0MacTHYeCKNil C1op oTHOCHTENB-
HO TOTO, <K KaKoMy Gepery Han BEITOAHEe NPHOMTLCH — K AMEPHKAHCKOMY
I eBponeficKoMy?> YMO3pUTeNBHble IUCKYCCHH HA 3TV TeMY CTalH
DCOOEHHO MOZHBIMH B NOC/AeiHeEe BpeMst Ha (oHe pasHOTAacHi Ha TeMy
ONTHMATbHBIX METOAOB pasopyvikeHns Hpaka.

Mzxorne nocuntan, 9to Pocena cogeprisia oKy, OTKPBITO NOMIED-
skaB mosuio Opaniiuy u FepManuu, Tak HaspiBaeMoit «cTapoii EBporibi»,
xotopas B oTanyne ot CUIA axobbl AaMuero He moxet 3ath Pocenn. A He-
KOTOPBle OKCIIEPTH YTBEPKAAIOT, YTO OTHOWEHIS ¢ EBpacoiosoM, ocobeH-
HC BO BHEUTHENOAUTHUecKOH i oflopoHHOIl chepe, Boodlile He TOJKH
OpITh 151 PoccHH MPHOPHTETOM, 2 BRICBOGOKAAIOIHECA AHTTIOMATHUECKHE
pecypcH AemKHBI ObITh MepeopienTHpoBanht Ha CLIA u HATO. Ha moii
BarAAL, 3T0 abCOMOTHO JOXKHbIH i Aaxe onacHsbli BuIGop. Ha camom nene
BONIPOC JOKeH OBITh cdropMyarposal HHaue, Ham HeT HeobX0AHMOCTH
abibrpath Mexay Enpontoit v AMepuxoii. Oba nanpapiennsa B3aHMOL0-
noaugemst. Hawn otHourenus ¢ CIA 6onee cogepxkarensust B cepe
MEXIYHApOoRHOH 6e30macHoCTH, HO MO/l HUX MO-TPeXRHEMY He NMOTBeReH
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OCHOBATEJBHBIH 3KOHOMHYECKHH (Y ILAAMEHT, XOTA Cepbe3Hble NONBITKM,
ocoleHHo B chepe sHepTeTHKY, ceifyac npeanpunumatotes, K naobopoT —
oTHOmenns ¢ EBpocoioaoM HMEOT NPOYHYIO 3KOHOMItYeckyio 6azy. [Tocne
pactupetiin EC fonee 50 tpolieHTOB poccuitckoro akcriopta Byaet UpH-
XoauThes Ha ctpanef EBpocoioaa. Boasmas yacts 3apyGekHbIX HOE3]0K
poceHilCKHX TPAXKIAH H MEXIYHAPOLHOTO Telehol Horo TPpathHKa poccHH
npuxeautea Ha Erpony.

Harita 3agaua cOCTOMT He B TOM, UTOOB MBTaThes Hrpats ¢ EBponoil npo-
1B CHIA nan ¢ CIHA npotits Esportsr, a B TOM, YTOOH YKPEILIATD MeX -
AyHapOAHEIE MO3HIHH Poccun, onnpaack Ha OCAEA0BATEIBHOE BHICTPA-
HeatHe colosHiyeckuX oTHoMeHui u ¢ CIHA, u ¢ EC. Mbl jonxnnl craTh
YACTBIO TPAHCATIAHTHYECKON JHCKYCCHH, YCHAHBAA KOHCTPYKTHBHBIE
umMnyabcut B nojauruke CIIA n Espocoiosa i HeliTpannsya BO3MOMXHOe
HeraTlBHoe RO3AEIICTBHE HIX MONNTHKH Ha poccuiickue rutepecht. Haitia
I1eNB A0MKHA cocToATh B obnenmutennd yeuauit CIHA, EC n Poccun ana
pelenHs CNOKHBIX MEXKAYHAPONHBIX NpolieM Ha mpHeMiAeMbIx jis Pd
YCROBITSX.

Fay6oxo cumBonanuno, yte Cankr-IleTepOypr CTAHET MECTOM NOUTH
OAHOBPEeMeHHOrO npoBesennyd caMmirra Poceuss — EC u poceniicko-ame-
PIKANCKOM BCTPCUIL HA BbiclleM YPOBHe. JTO XOpouiil oBod Aas TOro,
YT1OR! IPHCTYNHTE K BEIPAGOTKE COBIAIAOINIX NOAXOAOB NO pAZY (yH-
OAMEHTAIBHBIX BOMPOCOB MHPOBOH NOJUTHKN, HeoGXOIHMOCTL Pellens
KOTOPBIX CTAiAA O9€BHAHON B X0A¢ HpakcKoro kpuaiica. Heodxoaumo no-
BHCHTH HDPERTHBHOCTD ¥ 0OECTIEUHTh LeHTPaAbHYIO ponb Coseta Beso-
nacsoctit OOH B NMpHRATHH pelwjeHuil 110 COrMACOBAHHBIM AcHCTBISAM
B TAKHX CUTYALEHAX.

OueBIINO, YTO JIPHMEHEHI{E BOCHHOM C1LIEl AOJEKHO OBITh HaCThIO HMe-
0MIETVCH B PaclopsKeHAN MEKIYHAPOAHOTO COOGIIECTBA HHCTPYMCHTA-
pPHA A9 CBOEBPEMEHHOTO NPOTHBOACHCTBIS 3THM HOBBIM BBI30BAM U Y-
posant. He Bceria i He Besfie OHM MOTYT OBITh HEHTPaJ H30BAHB! € IIOMOILLIO
AAMIOMATHYECKHX pelieHHH, XOTA HM, KOHEUHO, AOJKHO OTAABATHCA
npegnourtenue, Oanako ansa oOmedi yeTofYHBOCTH MEXAYHAPOAHBIX OT-
HOlEHNH, AJ18 TOro, YTobbi MNP He CKaTHICS Ha MO3HIIHH KYJAa4yHOTO [pa-
Ba, KpaiiHe BaXN0 06ecey)ITh ICTHTHMHOCTD TIPHMEHEHS CHABL B paMicax
TPAHCTIAPAHTHEIX MEXAHH3MOB U MPOLELYD MPHHATHI peieHHil.

M1oraa FOBOPAT, 4TO 3TOTO HEBO3MOXKHO AOBUTHCA B PAMKAX HBIHEHIHETO
CB OOH u notpefyetca, Mon, witpokoMacutadxas pedopma atoi mex-
AyHapoaHoi opradusalui. CyUIEETBYET TRKKEe MHEHHe, HTO [eHTPOM KO-
OPAMHAUMH HOXOOHMX peleHHil HeobX0NHMO cAenarh « DOALILYH BOCh-
mepky», Ho mpofsesa He B MHCTRTYTAX — npodaeMa B OTCYTCTBHH €;IHHOTO
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BHAEHHA HOBBIX ¥IPO3 H B HETOTOBHOCTH K KOMIPOMMCCY JJIA BBIXO/IA HA
COrfacOBaHHBIE TIONXONRL. HpIIOPHTCTHh!M (‘.E’fl"(),[[l‘-lflr ABJIMETCA, HAllpHMeEp,
seipaborka eamHoro noaxofa Pocenu, EC u CHIA k apobaeme pacnipo-
ctparens OMY cpexn HecTaGHABHBIX TOCYAAPCTB H HETOCY1ADCT BEHMBIX
IKCTPEMHCTCKUX TPYIIIL. ]‘IEO(’)XO}IHMO COBMCCTHOE BHICHNE, Kak YKPEIILTh
Y Pa3sRHTE CYUIECTBYIOWUINE PeKHMBL HepacnipocTpaHens OMY, srmovad
Alepbl IPHHYXKIACHHA — B TOM YHCAE CHAQBOTO, K CD6J’[IOIIEHHIO YCTaHOB-
JIEHHBIX HODM HEpacllpOCTpaHeHHA

QueRnAIG, YTO IAY6OKAA MOTePHH3ANHA MHOTOCTOPOHHNX PEXHMOB
HepacnpocTpatenus OMY, srmouas pexum JJHAO, pasHo Haspena.
Curyauna ¢ MpakoM nokazana, 4to Tpefyetca BuipaboTka £IHHOTO IIOAX0a
HAWMWX CTPaH OTHOCHTEJIBHO OONYCTHMOCTH NPEBEHTUBHOIC NPHMEeHCHH S
cunbl. KakoBbl MOTYT OBITh OOBeKTHBHBIE KPUTEPHH OLEHKH CHTYAUHH, B
COOTBETCTBHH ¢ KOTOPBIMHI MOYKHO 6bL10 Gbt FOBOPHTE O JeTHTHMHOCTLH
NpeBeyTHBHBIX CHIOBLIX AeicTBHI 1A ReliTpaaHaalliy YIpo3 TeppopUs-
Ma u pacnpoctpanernsg OMY Ejmuas noanuws PO, Espocorsa u CILIA
AOMHHA TOATBEPA AT HeOﬁXD}IIINIOC'Fb ofecneyeHHs I.IIHDOKOﬁ MeXTyHa-
pDIIHOiJI noJgfep:xKKH Takoif BoeHHOH AKIHH, BKAOYA IPHHATHE CTICNHATR-
Hoilt peaomount CB OOH. Poceus, EC 1t CILIA aoskHB! B3aThL Ha ceba
IHLIATIBY B TOCTRHOBKe AaHHbx Bonipocos B OOH, HATO u B npyrux
MHOTOCTODOHHNX HHCTHTYTAX.

CraexyeT NMPU3HATE CIEPABEATBOCTE YTBePKAeHHH, yTo EBpocoios siB-
asietes And PoccHu TpYIHBIM napTHepoM. CHHCOK B3aHMHbIX peTeH3HE
pantetl. 3jleck H kputHKa EBpocorosom poccuiickux feiictBuif B Yeune,
npiuem EC 6p11 crioHcopoM antupoccuiickoll pesomonuu B Komuccun
OOH 1o npakaM 4eJoBeka. ITo H XKecTkasa MosHuHs Epocooza no yeno-
sHsAM Beryiesita Poccn B BTO. D70 M aHTHAEMIHHIOBBIE APOLELYDE
ECe OTHORICHHH PATA DOCCP[FICKHX TOBApOB. OTtyacTiy A4AHHDLIE Pa3Hor1a-
CHA ABARAKTCA CHASACTBHEM MHTEHCHBHOCTH M INIYOUHEBI HAIIWMX OTHOUIE-
muit. JIpyras 1ipuuMHa KpoeTesi B CAOKHOCTH M HeRocTaTodHol sipdek-
TIIBHOCTH CAaMHUX MEXaHH3IMOB B331‘IMO,E[€fICTBI‘IH POCCHII cC EC. a TaKXKe B
TPOMOSJIKOCTH COOCTBERHLIX CTPYKTYP U [POLENYpP KOOPAHHALMA pelne-
il EBpocoiosa, 4To HaBepHska yeyTyGIITCs 10C/e MPeAcTOAINEr pac-
ITHPEHITA EC. Bumecte ¢ TeM Bee 3TH pa3Horjlacusa — eulle He NOBQH A4
TOTO, YTOOB 1T0BEpHYTHCA K EBpoiie cniHOI.

Onnrr MNoKa3biBaeT, YTO MBI C EC Bnonne moxeMm 6bICTl)0 HaXoJAHUTh
KOHCTPYKTUBIbIE pellieHUs 10 cCaMBIM CHOKHBIM I GOJe3HeHHbM npodie-
MaM. Eme roj Ha3dan leOﬁJIEMB KAMHHHHTPAaACKOIO TPAH3HTA HPedCTaBAA-
Jach HepaspelliMolt, yrpokara MycTUTB Hallle [IapTHepCTRO Noj oTkoc. Ho
nocJe Toro Kak 2ToT BOTNpoc Obi BbIBEAEH Ha oM THYECKHH YPOBEHb, 00
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CTOPOHBI [IPOSBIUIH MAKCHMYM THOKOCTH H KOMIIpoMUCe Obi2l HaliAeH.
K coxaneHio, Mbl 110Ka He MOKeM HARTH ITOTHOTO MOHIMAHHUA Y HEKOTO-
PHIX HAIlTMX eBPONelicKUX NapTHEPOB B BONpoce pa3paGoTKH HOBBIX, fonee
adpexTHEHBIX (hopMaTos coTpvaHnuccria. [pumep Kammiuwerpana mo-
Ka3LIBAeT, YTO 3AeCh eCTh UTo coBeplieHcTBOBAaTh. B epoenm [Tocaanun
QenepanbloMy codpanuio npesaeHT Baagusmup IIyTuH 3agBum, 9410 HH-
Tepecet Poccus, sHTepech «boasnioii EBponbi» tpebylor HOBbIX Kaue-
CTBEHHBIX WATOR ABCTpey ApyT Apvry. Onpenenebl ZOATOCPOYHbBIE 1€
JIM [10 BLIXORY Ha HOBOE KAYECTBO OTHOIUEHUIl: obectieueHle cBOGOIHOrO
JABIKEHHA TPakaaH, (hopMUPORAHIte OOLIETO IKOHOMHIYECKOTO NPOCTHaH -
CTBa. 37O BeChbMa HalPXCHHAS NMOBECTKA AHs. BhitosHnTs €¢ nenpocto,
HO BOSMOXKHO W HeOGXOANMO, HOO aNbTEPHATHBBI CTPATETHYECKHM fap-
THePCKHM OTHOILeHUSM ¢ EBpomnoil v Hac HeT, Benw eme Bennkuii Megop
JocToeBcKHI NPH BCeM CBOEM PELIMTEABHOM aHTH3alafHUYeCTBe TIPU3-
HaBas: «Ham ot EBponnl HUKax Helb3A oTkaszaTheA. EBpona Ham — BTopoe
OrteuecTBo».

L.2. Questions for discussion.

1. Do you agree with the author of the article that Europe is our second

‘Motherland’?
2. Tn your opinion what is the most reliable partner for Russia — Europe
or the USA? Prove your point of view,

AJ. Case study

J.1. Hereis an abstract from the article “Dark Skies to the East” pub-
lished in “The Economist” on February 21st, 2004. Read the abstract
and do the tasks,

Dark Skies to the East

Can Russia, after centuries of antocracy and imperialism, be turned into
a sort of nice democratic country that gets along easily with its European
neighbours? The answer seems to be: not for a while yet, to judge from
a policy paper released by the European Commission, which suggests that
relations between the Union and Russia are ¢lose to a post-Soviet low.

The Commission calls for “discussing Russian practices that run coun-
ter to universal and European values.” Tt says Russia has problems with
democracy, human rights and press freedom. It points to rows over the
environment, trade, border regimes and technical co-operation. It says aid
to Russia has had “at best mixed” results: and it chides Russia for “asserti-
ve” behaviour towards neighbours,
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The EU will embrace ten countries in all, seven of which were subjects
or satellites of the Soviet Union. As these countries impose tight EU visa
rules and close their markets to Russian goods Russia has been jolted into
realizing that EU enlargement will effect it much more in practical terms
than the eastward advance by the NATO.,

So Russia has redirected its diplomatic firepower. It wants to renegoti-
ate its “partnership and co-operation agreement” with the EU. It has put
forward a list of 14 big items — from trade concessions to visa-free travel —
that it wants brought into the negotiations.

J.2. Write down the Pros and Cons of the joining the EU.
Pros Cons

J.3. Make an interview of a western journalist with the Russian go-
vernment official about the perspectives of the “joined Europe.”

J.4. Think of and diseuss the mutual claims of Russian and the Euro-
pean Union and their possible relationships.



Unit 14
International Trade

A. Preliminary discussion

1. What are the major Russian exports and imports?
2. Do you think international trade affects consumption possibilities?

3. What is the World Trade Organization (WTQ) and how does it help
foster multilateral trade?

B. Pre-reading exercises

B.1i. Skim the text and give its key idea.

B.2. Scan the text and answer the questions.

1. What is the essence of international specialization?
2. What is a surplus? Give an example.

3. What are visibles and invisibles? Give examples,

4. What is the definition of “import duties”?

5. What is embargo?

C. Reading

C.1. Read the text and answer the questions.

1. Why does the United Kingdom need to sell to other countries?

2. How do we call goods and services sold to other countries? Analyze
this process.

. What differences in language do you know?

. What company can act like an insurance one and why?

. Who may provide different goods and services?

What for are bonded warehouses used?

. What are the main teatures of bonded warehouses?

LA

=~ gy Ui
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8. What are the functions of HM Customs and Excise?
9. How are taxes on imports collected in HM Custom and Excise?
10. When can quotas be imposed? Give an example,

International Specialization

Jones Bill

Countries would find it very difficult to produce all the goods and servi-
ces which they might need and not have to buy any from other countries,
It pays countries, therefore, to concentrate on the production of particular
goods and services.

As a result of specializing a country produces a surplus, that is, more
goods and services than it needs for its own consumption. For example, a
country might produce 500,000 cars vet only sells 100,000 of these cars
within the country, This leaves a surplus of 400,000 cars. The surplus pro-
duced by one country will then need to be exchanged for the goods and
services it cannot produce. Thus the 400,000 cars will be sold to other co-
untries and the money received used to buy, for example, the oil that the
country needs but cannot produce, Countries, therefore, have to take part
in foreign trade which is the buying and selling of goods between co-
wntries,

The Importance of International Trade to the United Kingdom

The United Kingdom needs to buy from other countries for several re-
asons, Some raw materials do not occur in the United Kingdom; for
example, the United Kingdom cannot produce large quantities of gold. The
country does not have the right climate to grow certain products. For
instance it would be difficult to grow oranges here and it is easier to buy
them from countries such as Spain. Some go-
ods would be too expensive to produce; for
example, the United Kingdom no longer
produces motorcycles because it is cheaper
for Japan to produce them. International tra-
de gives the people in the United Kingdom
the chance to buy a variety of goods and ser-
vices from all over the world, such as coffee
from Brazil and tourist services from Spain.

The United Kingdom needs to sell to ot-
her countries so that foreign currency can be
earned, to create jobs and to increase the in-
come of workers, Foreign currency can be
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earned, for example, from American tourists visiting the country and spen-
ding dollars.

These dollars can then be used to buy American films, which can be
shown in the United Kingdom. This applies also to other countries and
goods. Jobs are created for the people in the United Kingdom. The incomes
of workers are increased which results in a higher standard of living becau-
se they can afford to buy more goods and services,

Exports and lImports

Goods and services sold to other countries are called exports. By expor-
ting a country gains foreign currency. Goods and services bought from ot-
her countries are called imports. By importing a country loses foreign cur-
rency. Goods bought from and sold to other countries are called visibles.
Thus cars, cocoa and steel are examples of visibles. Services bought from
and sold to other countries are called invisibles, Thus banking, insurance
and tourism are examples of invisibles,

Difficuities Faced by Exporters

When exporters sell goods to other countries they can come across cer-
tain problems.

There are differences in language, Letters, labels and catalogues may have
to be translated from, for example, English into German. Currency differen-
ces bring exchange rate problems, A UK exporter might sell a machine for
$ 4,500 in the USA. These dollars will then have to be changed into pounds
sterling. If the exchange rate is &1 = $ 1.50 the exporter will receive &3000.
When exporters sell goods on credit there is always the danger that custo-
mers will not pay what they owe. This is a credit risk. If the foreign firms
are far away it becomes more ditficult for exporters to decide if they will be
paid. Delivery may be difficult. Longer distances are likely to be involved
and inore than one form of transport may have to be used. There are risks of
damage and theft. When goods are being transported over long distances
there is more chance that the goods will be damaged or stolen, There are
difficulties with standartization of produce. For example, cars exported to
the USA are usually left-hand drive, Import controls, for example, taxes on
imports, may cause delays. Ditferences in language and the longer distan-
ces involved make it more difficult for exporters to obtain information.

Government Help for Exporters

The United Kingdom government helps exporters in a number of ways.
The Export Credits Guarantee Department (ECGD) is part of the De-
partment of Trade and Industry. It acts like an insurance company by offe-
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ring eredit insurance. Exporters pay premiums to the ECGID and then will
be able to claim compensation if their customers do not pay what they owe.

The British Overseas Trade Board (BOTB) is part of the Departinent
of Trade and Industry, It can give information to exporters about, for
example, the types of product wanted in other countries and the forms
which have to be completed when selling to those countries,

United Kingdom embassies in foreign countries have commercial staff
who can help Uniied Kingdom firms to sell in those countries.

Other Help for Exporters

As well as receiving help from the government United Kingdom firms
can also be helped by various trade associations, institutions or societies,

Chambers of commerce are local organizations of firms who may provi-
de different goods and services. Thus the London Chamber of Commerce
and Industry is made up of firms involved in banking, engineering, reta-
iling and so on. The link between these firms is that they operate in the
London area. If these firms wish to export, the Chamber of Commerce can
give them advice and may provide translation services.

Trade associatiouns are national organizations of firms providing similar
goods and services. Thus the Society of Motor Manufacturers and Traders
is made up of firms who make and sell cars, If one of these firms wants to
export, advice can be obtained from the trade association.

The British Standards Institution { BSI) gives information about techni-
cal standards in foreign countries. For example, cars exported to Japan may
have to have a certain size of headlight.

The clearing banks can hetp with the exchange of foreign curren(,y and
with receiving money from and paying money to other countries,

Bonded Warehouses
Bonded warehouses are used in international trade although they are
also used in home trade. Their main features are:

1) goods on which taxes have to be paid can be placed in a bonded ware-
house;

2)at this stage the tax has not been paid;

3) while in ¢he bonded warehouse the goods can, for example, be bottled,
blended or packed;

4)once the tax has been paid the goods can be taken from the bonded
warchouse;

5)bonded warehouses can be owned by importers, shipping companies,
manufactu rers, ete.;
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6) HM Customs and Excise controls bonded warehouses, e. g., it checks
that tax has been paid on goods, which leave the warehouse;

7yif goods are taken out of the warehouse before the tax has been paid
the owner of the warehouse has to pay a large fine to HM Customs
and Excise.

HM Customs and Excise

The Customs and Excise carry out a number of tasks in foreign trade. It
checks ships, aircraft and vehicles to make sure that goods are not smuggled
into the country. Taxes are collected on imports which gives the Government
money to spend, and statistics (figures) are obtained which allows the ba-
lance of payments to be calculated. It controls bonded warehouses.

Controls on Exports and Imports

Governments can make it more difficult for firms to export and import
by using controls. Import duties (or tariffs) are taxes placed on imports to
make them more expensive, Quotas can be imposed. If the UK government
scts a quota of 10,000 Japanese cars per year then no more than 10,000 Japa-
nese cars could be imported into the UK in that year. An embargo is a
complete ban placed on certain goods, e. g, during wartime an embargo
would be placed on trade with enemy countries. The UK Government may
give subsidies {money) to firms in this country to help sell their goods mo-
re cheaply abroad. The firms would then be able to compete more easily
with foreign firms.

Governments use such controls for several reasons. A tax on imports
raises money and gives a government money to spend. Controls on imports
help the balance of payments. If a government can reduce the value of im-
ports then a deficit on the balance of payments may be turned into a
surplus. If fewer imports are bought there is more chance of home-produ-
ced goods being sold and workers will be needed to make these goods; this
gives a boost to employment,

@ D. Yocabulary

D.1. Read and learn new words,

surplus {n} — an amount of something that is more than what is
wanted, needed or used

visibles {n} — imports and exports of goods

balance (n) — accounting the difference between the total amo-
unts of money coming into and going out of an account in a particular
period of time
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insurance {n) — an arrangement in which a company collects pre-
miums from a person or organization and in return agrees to pay them
a sum of money if they are involved in an accident, have something
stolen, or cause harm or injury to others
clearing bank — a bank which is a member of the clearing-house
{an institution where claims by various banks against each other are
offset; this greatly reduces the need for transfers of funds between
banks)
consumption {n}) — the amount of goods and services used in
a particular period of time
bonded warehouse — also Customs warehouse; a warehouse in
which imported goods are stored until taxes on them have been paid
tax(n) — an amount of money that you must pay to the government
on your income, property, goods, etc. that is used to pay for public
services
fine (n) — money that someone has to pay as a punishment
captive warehouse — wholesaling company stock, servicing only
their own firms
D.2. Fill in the prepositions.
1. International specialization pays countries to concentrate ... the pro-
duction of particular goods and services.
. The United Kingdom buys ... other countries ... several reasons.
. The incomes of workers result ... a higher standard of living,
. The balance of payments ... current account ... a country.
. Exporters sell goods ... credit.
. Some banks can help ... the exchange of foreign currency and ... rece-
iving money ... and paying money ... other countries.
. Tax can be paid ... goods, which leave the warehouse,
. A deficit ... the balance of payment may be turned ... surplus.
9. An American firm receives interest ... a UK bank.
10. The invisible balance is usually ... surplus.
11. Some countries spectalize ... the production of goods.
D.3. Give corresponding words to the following definitions.
1. Due to it countries concentrate on the production of particular goods
and services.
2. It is the production of more goods and services than a country needs
for its consumption.
3. It is the buying and selling of goods between countries,
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9.
10.
11.

. They are national organizations of firims providing similar goods and

SErvices.

. These establishments can help with the exchange of foreign currency

and with receiving and paying money,

. These organizations can give information to exporters,
. They can be owned by importers, different companies, etc.
. They check different vehicles to make sure that goods are not smuggled

into the country.

It is a complete ban placed on certain goods.

They are taxes placed on imports to make them more expensive.
The aim of this organization is that taxes should not be placed on
goods moving between some countries,

D.4. Find an appropriate word or expression in the list below to
complete each sentence,

balance of trade  specializes transport banking
embargo visibles tax bonded
services euro insurance yen

1. When a country ... it concentrates on the production of certain goods

ay h b W
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10

or services.

. ... 1s the name given to the trade in goods.

. Another name for the visible balance is the ...

. Invisibles is the name given to the trade in ...

. Two examples of invisibles are ... and ...

. The units of currency of West Germany and Japan are the ... and

the ...

. The ECGD provides ... for exporters,
. HM Customs and Excise control ... warehouses.
. Atariff is a ... placed on imports.

An ... is a complete ban on imports.

D.5. Translate from Russian into English using the active vocabu-

lary.

1.

2.

CTpaHs! BbIHYMAEHB! IPUHHMATE Y4aCTHe B MeXAYHapoIHoil Top-
roBJie, KOTOPAA 3aKNI0YaeTes B MOKYITKE H IPOJAKe TOBAPOR MEXLY
CTPBHBMH.

Hoxonbl palodiX YBeAUUHBAIOTCA, YTO BAWAET Ha HOBBINIEHHE K H3-
HeHHOTO YPOBHS,
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3.

Koraa TOBaPEI NEePEeBO3ATCA Ha 6oabiHe paccTORHAA, CYIIIECTBYET
PHCK NOBPEXACHHA WIH BOPOBCTEA.

. KJH‘IpHHI‘OBbIB Ganku MOrYT [IOMOYDB B ofMeHe I’II{U{TT[.'JZIHHﬂﬁ BAJYOEDLL

H NTOMYUEHHH A€HET H3 NPYTHX CTPaH.

. Tosaphl, 3a KOTOphle AONKHLL OLITh YIAaUEHDbE HalOTH, MOTYT Xpa-

HHUTECHA Hil TAMOMKCIIHOM CKIAIC,

. Ecme TOBapel 3361-]]:)&1]0'!‘ CO CKIalla A0 ¥IAATH RaJota, TO BAageael]

CKJIA/1a A0MKEH 3anNaTiThL HOAbINOH mTpad.

.C HMIIOPTa B3HMAOTCA HAJOTH, KOTOPbIC MDHTOCAT NPAaBUTC/IbCTBY

AE€HBIH Ha pacXOnL.

. dmbapro — MOAnRLIL 38IIpeT, YCTAHOBACHIILIH Ha oNpeasacHibie To-

Baphl.

. Ecau NpagUTeJBCTRO MOMET COKDATHTE CTOHMOCTE HMIIOPTA, TOCAA

}IE(IJHLU-IT MAATEKHOTO HanaHCca MOIKeT ORITh [rpeBpallled B H3ATIIIEK.

E. Make a summary of the text

Use the active vocabulary.

< F. Grammar revision

F.1. Fill in the gaps with the grammar forms given below. Pay atten-
tion to the grammar material learned in the previous units.

could help; is delighted;
coming; arc due to;

to open; to continue;

to put; to be treated;
has had to; have to;
granting; has been signed;
has been damaged; may rise;
gruelling; paving;

to convey; fo join;
increased; are opposcd to;
unexpected. reguiring.

China Drops Trade Barriers

A historic trade deal ... the way for China ... the World Trade Organisa-
tion ... by Chinese and American negotiators.
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The deal, which will invelve major opening of China's markets, will pro-
vide a significant boost to China’s economic reforms and to the reformist
politicians around Prime Minister Zhu Rongji.

ft will also strengthen the legitimacy of the world trading system, which
.. by disputes between the United States and Europe.

The downside for China is that unemployment ... sharply as its ineffici-
ent state industries face ... competition.

“The China—WTQ agreement is good for the United States, it’s good
for China, it’s good for the world economy,” - US President Clinton said.

“Today, China embraces principles of economic openness, innovation
and competition that will bolster China’s economic reforms and advance
the rule of law,” — he added.

The deal clears the way for China to join the World Trade Organisati-
on, subject to the agreement of other members, after 13 years of negotiati-
ons, “We are looking forward to the day when China will become a full
member of the WTO within this year,” — Minister of Foreign Trade and
Economic Cooperation Shi Guangsheng said.

US Trade Representative Charlene Barshefsky and Mr. signed the agre-
ement after six days of ... negotiations to open China's relatively closed
markets to American products and services,

American businessmen in China hailed the deal.

“... hard for years ... to the two governments how China's WTO accessi-
on ... both countries, the American business community here ... it is now at
hand and we pledge our full support for the implementation process in ...
years,” — said Richard Latham. chairman of the American Chamber of
Commerce.

Historic Step

The deal makes it likely that China will be a member of the World Trade
Organisation in time for the next round of global trade talks which ... start
in Seattle at the end of the month.

The US team has been pushing China ... its markets to American pro-
ducts and services, especially in the areas of telecommunications and fi-
nancial services.

The deal will give foreign firms new access to the fields of insurance,
telecominunications and banking, including auto finance.

That should boost foreign investment in China and speed up the process
of economic reforin.

It will also give China, the world’s ninth-largest exporter, non-discrimi-
natory access to markets around the world.
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“This is a major step forward in China’s accession to the WTO, T have
said many times that we are not a World Trade Organisation until China
has joined,” — said Mike Moore, Director-General of the WTO.

Close to Breakdown

Even up to the last minute, it was unclear whether a deal was possible,

It looked as if negotiations had broken down on Friday, when the US
delegation ieft after 80 minutes of meeting.

But on Saturday, Ms. Barshefsky held an ... session with Chinese Prime
Minister Zhue Rongji and Foreign Trade Minister Shi Guangsheng.

Washington said that, despite slow progress, both sides had decided ...
because of the importance of the issues at stake. In a sign of the importance
attached to the deal, key Presidential aide Gene Sperling accompanied the
US delegation.

Long Delays

China has been pressing for years to join the WTO, in order to set the
seal on its aspirations for economic modernisation, but only recently, when
it abandoned its claim ... as a developing country, did negotiations become
serious.

A deal was nearly reached when Mr, Zhu visited Washington in April,
but President Clinton delayed signing on political grounds.

The bombing of the Chinese embassy in Belgrade by Nato planes
prompted China ... the negotiations on hold for several months.

The delay reportedly damaged the political standing of Mr. Zhuy, and led
to calls from some of his opponents in China for tough new restrictions in
some areas of foreign investment.

President Clinton ... overcome protectionist pressures in the United Sta-
tes Congress, and opposition from human rights activists who ... a deal with
China.

The Congress will now .., repeal legislation .., a yearly review of progress
on human rights before ... trade privileges to China.

F.2. Translate the text from Russian into English paying attention to
the grammar material of the previous units.

MeXAYHAPOAHAR TOProBAs KaK GaKtop raobasmaaumm

B. A, Pycanosciwdi, T, B, Baunosa

Poccis TOTOBUTCS ¢TATh WwieHoM BceMHpHOI TOProBoii opraHM3alii,
KOTOpaA BLUIOIHSET BaxKHeliiine 3agaun anbGepanusalivin MHPOBOL TOp-
rosiu. OaHako He ciaeAyeT 3abbBaTh, YT0 npolece npucoeHedns x BTO
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TECHO B3AUMOCBAZAH ¢ BHYTPEHHHMHM M3MCHEHHSIMH, (POPMIIPOBAHIIEM
HOROH WHCTHTVIIHOHAJIBHOH, X035HCTBEHHON U OPTaHH3alllOHHO-TIPABO-
BOI1 cpejlbl, HANIPaRJAeHHBIMH, BO-TI€PBBIX, Ha NOBEIIeHHe (e K THBHOCTH
H KOHKYPEHTOCITOCOOHOCTI 3KGHOMUKH, BO-BTOPLIX, HA NPUBEAEHUE €€ B
COOTRETCTEHE € MeXAVHAPOARBIMI HOpMarMi, OCHOBY CTPYKTYPHBIX Ha-
MeHeHHIT MOXKeT COCTABHTD CTPATETHS CPABHUTENBHBEX NPeHMYINeCTE,
KOT/Ia PETHOHB CTEHHATI3HPYIOTCA HA SKCHOPTE TeX TOBAPOB, KOTOPLIE
OHH TIPOH3BONAT € OTHOCHTENLIIO HHAKUMH uajgep:xkamp. Hpu csoboa-
HOAM 00panien il pecypees oTpacieras CTPYKTYPa He TOAbKO Ollpeaensger-
€4 CPABHHTENLHBIMH TPCHMYUIECTBAMY, HO U MeHSeTcs [0 Mepe HX U3Me-
HeHdH. B 3THX VCIOBHAX CTPYKTYPHbIE CABHTH OYAYT COSIPOBOKAATHCS
nepefHRroM paboveil CHAB W3 OTPacieil ¥ CeKTOPOB IKOHOMUWKH € HU3-
Koli oBaBacHIION CTOMMOCTH B CEKTOPA € BBICOKOI mobaBaenHoll ¢ro-
HMOCTBIO.

H3sectho, uro BTO cosgaet GnaronpuATHEIe YCIOBNSA AJS TOPTOBAN
COBpeMeHHOI] HayKoeMKoil MpoJAyKuHeil, B CTPYKTVpe Xe poccHilcKoro
IKCIOPTA [foKa mpeoBialaeT NPOAYKINS CHPbeBOro cektopa. Crpateri-
qecKasi OpHeHTALHA POCCHHCKON SKOHOMHK] Ha PCCyPCHBI CCKTOpP H OT-
pacu TOK Bpan au ofecnednt yeToHYUBHI 3KOHOMHYECKHT] POCT B
Aaoarocpotiod nepcriektipe. Pocciia Oputa Obi KpaliHe 3aHHTEPECOBAHA B
pacuUIlpeHNH 9KCOPTA HAYKOEMKOIT NPOAYKIIME M YBeAMYEHHH 3KCTIOpP-
THOIF LOAH nepepabaTthBaloniix orpacieil. Oauaxo 3anmailble rocyaap-
CTBA, 3aLIMIAaA CODCTBEHHBIE SKOHOMUYECKHE HIITepechl, GTBOAAT S 110-
BbIX CTPAH MECTO ZOMOJIHAIOUIETO, 8 HE KOHKVPHPYIOUIEro HapTHepa HO
HHTerpatiii, KpoMe TOTo, yBedHdeHe SKCNOPTHOH Foau repepabaThina-
OUWHX oTpac.efl 11 0COOCHHO HAYKOEMKOH POy Tpedyer cephesHoil
CTPYKTYPHOIT nepecTpoiiki 3koHOMHUKIL CIABHTII B IPOU3BCACTBE 3KCTIOP-
THPYEMBIX } HE SKCHOPTHPYEMbIX TOBAPOB BHI30BYT 3HAYLITE/IbHDIE HaMe-
HeHiIs B oTpacieBoi 1 ceKTOpanbHOL CTPYKTYpe, & IPoLece aflanTallni Oy-
AeT CONPOBOKAATHCS KPATKOCPOUHBIM CHIKEHHEM 3aHATOCTH H POCTOM
Ge3paboTHIEL B HeAax MATIMHI3ALME COIUATIBHBX H3/IepKeK HeoOXOmi-
Ma pa3pafioTia MaKeTa COOTBETCTBYIHIMX MCP, CTHMYJHPYIONIHX tepeme-
1leHHe aKTOPOB MPOUIBOACTRA H3 OAHOTO CEKTOPa 3KOHOMHKI B APYTOil,
HyxHa npaBuTe1b¢ TBeHHAA IPOrPAMMa PEATBHBIX CTPYKTYPHBIX HiMeHe-
HUH B poCCHITCKOI SKOHOMIIKE, e 6biaH O 0603HAYEHbl TPHOPHTETDI
W HANIPaBJICHHOCTh TAKUX CABHTOR HA 0CHOBE CTPATETHH CPABHHTENRHELX
MpPeNMYLIECTB.

Jasg Pocenit BaxKHO He TOABKO MPpHOOPECT HOBbIe MeK/IYHAPOIHELE, HO
U COXPAHMTL M BHYTPEHHHE PBIHKY, HA KOTOPBIX 3HAYHTERbHAS YaCTh OTe-
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YeCTBEHHBIX 1IPEAUPHATHIT IIPOUFPHBAET B OTKPBITOH KOHKYDEHLHY pa3-
BHTBHIM CTpatiaM. HPHTOI{ HMIIOPTHBRIX TOBAPOB CVIIECTBEHHO 060CTpIIT
KOHKYPEHUHIO Ha BHYTPEHHWX PBIHKaX, 4TO B 3HAYMTeABHOH cTeleHH
3aTpPOHET HHTEPECH TaKHX OTpaCJIEl‘»'I MPOMBIHLACHHOCTH Kak JerKas, ImH-
uleBas, XHMAYECKanA, hapMalleBTHIeCKas], BAeKTPOHHAA, aBTOMOOHIECTPO-
eHHe, aBHACTPOEHHE, MPHOOPOCTpOLHE,

B crnoxnoM nogokeHHH MOKeT OKa3arbesl CEKTOP CTpaXoRaHHA W dii-
HaHCOBBIX YCIYT, PONHYHOH TOPTOBJIH, MEAKIH U cpeannii 6nsuec, B cus-
3N ¢ 3THM HeoBXonHMa CHCTEMa Mep, crocobeTBYIONIX 3 dhexTHRNO
alanranimu BaxKHelminx OTpaCJICﬁ 11 IPOMABOACTE, a TAK®Xe MeJKOro |
cpefHero 6H3Heca K HOBBIM yeaoBHaM, HeoOxonumMo croespeMeniios pe-
HIEHHE TAKUX MPODJEM, KaK 3aMeHa MOPadbHO YeTapeBliero i hUaHuecku
HIHOWeHHOEG oﬁopyﬂosaﬂuﬂ, 60.?188 MOMHaA 3aTpy3Ka [TIPOH3ROACTREHHBIX
momnpocTed, obHoBaeHHe TIPOHABOACTEA Ha OCHOBE HHPOPMALIBONHLIX
TEXHOJOTHI], COBPeMEHTBIX METOROB OPTAHH3ALMH H NMPOGECCHOHANBHOTO
MeHeKMEeHTa.

3naunTeapHYIO YacTh 0Ocyskaaemore ¢ BTO makerta cotnalleHuil cocTap-
JIAI0T IEPETOBOPDL 110 CeJIbCKOMY X3 HeTBY. OHH 3aTparHBaloT Kak yposB-
HE1 TapudUHOIT 3aIHTE], TAK M BOTIPOCDI, CBSI3AHHbIE C TOCYAAPCTBCHHOH Moz~
AePARKKOH ArpapHoro cextopa B PoccHy, BRIIOHAA arperHpoBaHHYIO Mepy
NMOJAEePXKH, CyﬁCIUJ,H])OB&HHE IKCIOpPTA CEJII:XOSIIDOJ_[YK].!MH. ToecTs peib
HAET O JOTAIHAX HA TIPOAYKIHID AHHBOTHOBOACTBA, paCTEHHEBOACTREA, KOM-
[IEHCAIHAX Y2CTH 3aTPAT Ha MATEPHATLHO-TEXHUUECKOe CHABXeHHE, IbIOT-
HOM KPeJHTOBANUH, LeHOBOH HOAAEpKKe 0TeUCCTBEHHBX TOBapONpOU3-
BOﬂIIT&JIEﬁ, JALTOoTax Ha TpaHCHOPTHbIC Tapll(.l)b[ HT A B COOTBETCTEHH C
cornawenneM BTO no celbekoMy x03HCTBY MpHHHMAKTCS O0s3aTesb-
CTEA 110 yCTaHOB..‘IEHl»lI{) LIJHKCHIJOBB.HHOFO YPOBHA ITOAACPKKH H €TI0 110~
FTanHoOMY COKpalIeHHI¢ (Mephl «STHTapHOt KOP3KHBI» ).

Jpyrasi Tpynna Mep OTHOCHTCA K «3e1eHoll KOp3uHe» U He CBA3BIBAETCH
o0gaaTenbcTRAMH IO cokpatlenno. QHa 3aTpariBaeT pacXolibl, He Hallpag-
NeHHEIE Ha fnojjepaatnie LeH OTeYecTReHEHLIX T()B&pOIlpOH:SBOﬂHTEJIEﬁ H He
OKasblBallite CYIecTBEHHOTO HCKAKAIOWETo BO3ACHCTBUS Ha TOProOBJKY,
B stom CAydae pedb HAET O CTPAXOBaHHH YPOXKaen, KOMICHCAIHH yluepﬁa
oT CTP[XHﬁHbIX 6EHCTB}Iﬁ, COACPAaHHH CTPATETHYECKHX MpoOAOBOJILCTBEH
HEIX 3anacoB, CHIEHCTBHM CTPYKTYPHOH NepecTpoiike, NPOrpaMMax peri-
OHaJBBOro pasBUTHA, GopMHpoBaHud 3thdrekTHBHON NHPPACTPYKTYPD,
HH(.IJOPM':]L[HOHHOM H KOHCYIBTaIHOHHOM 06CJ’Iy}KHBaHHH. MpoBCAeHHI Be-
TEPHHAPHBIX ¥ HHTOCAHHTAPHEIX MEPONPUATHIL ofecneveHHH ROCTYIA
K pPbIHOYHOH UH(OPMAIWH, HaYYHBIX HCCIeTOBAHUAX,
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G. Reading the English newspaper

G.1. Pre-reading task.

1. Analyze the prospects for Russian trade.

2. Can you agree with the world economic leaders who consider that
they have achieved “an unambiguous sense of commitment” to libera-
lising international trade?

G.2, Read the article “EU scores in trade war with US” through and

give the definitions of the following words and word combinations:

¢ along-running trade dispute; -

illegal export subsidies;

to impose punitive tariffs;
to pave;

COncessions;

an uphill struggle;

a sharp economic slowdown;
the throes of a recession;
retaliation;

comply with,

EU Scores in Trade War with US

“BBC News™

The United States has suffered a bitter blow in a long-running trade
dispute with the European Union, and could now face sanctions worth mo-
re than § 4 bn,

The Weorld Trade Organisation (WTO) found that massive tax breaks
for firms like GE, Boeing and Microsoft amounted to illegal export subsi-
dies.

It was the fourth time in five years that the WTO ruled the tax breaks
illegal, and has now paved the way for the EU to impose punitive tariffs on
imports from the US,

This is just the latest in a host of transatlantic trade disputes, In previ-
ous quarrels — over beef and bananas — the WTO had found in favour of
the United States, resulting in sanctions on EU exports.

* & * & >N

Mutual Damage

The United States has already offered some concessions in the dispute,
but the WTO panel found that Washington “failed fully to implement the
recommendations and rulings” made by the trade body.
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Robert Zoellick, the US Trade Representative, said the White House
was “disappointed” with the outcome,

He said the US government intended to “seek to cooperate with the EU
in order to manage and resolve this dispute.”

But he insisted that the US had been right all along.

“We knew it would be an uphill struggle,” he said, “but we believed it
was important to make our case for a level playing field on tax rules.”

Any trade war is likely to hit the economies of both sides — with the
United States already in the throes of a recession and the European Union
suffering a sharp economic slowdown.

Kimberly Pinter of the National Association of Manufacturers in the
U.S. said “they [the EU) don’t want to sanction us any more than we want
to be sanctioned.”

Any sanctions “would hurt them as much as it would hurt us.”

Clyde Prestowitz, a former US trade negotiator, said the “timing for the
Europeans to do something very Draconian isn't very good.”

Horse Trading

EU officials acknowledge that this could be true. So the EU has stressed
that retaliation is not its preferred option. Instead, some sort of ‘horse-
trading is expected to take place, said observers,

But the EU expects Washington to make the first move, EU Trade Com-
missioner Pascal Lamy said it was now “up to the US to comply with the
WTO’s finding to settle this matter once and for all. As to how, we look
forward to rapid US proposals.”

Arbitration

The next step in the dispute is the creation of a WTO arbitration panel.
The panel will decide on the amount of sanctions to be imposed on imports
from the US, It has 60 days to do the job — from the day the WTO offici-
ally adopts the ruling, expected to happen later this month.

In deciding on an amount, the WTO would aim to reflect the damage
caused to European firms by the tax breaks in the US. Once an amount is
approved by the WTQ, the EU could impose the sanctions right away.

Possible Solutions
To avoid sanctions, the US would have to either:
+ change the current tax legislation;

+ compensate the EU by slashing tariffs or take other actions to enable
the EU to export more to the US;
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+ persuade the EU to delay imposing sanctions and deal with the issue
as a part of the next round of WTO trade talks which are due to start
this year, and are expected to last until 2005.

The first option is unlikely: The US would be hard-pressed to push thro-
ugh a new tax reform legislation package in time, given that the arbitration
panel’s final decision is due around Easter.

And with the US recession still showing no sign of easing, the US is
increasing its tariff barriers on many products, such as steel, rather than
cutting them.

[nstead, the US may threaten counter-retaliation.

Different Tax Breaks

The EU may be amenable to some form of compromise, however, since
the US is expected to argue that Europe also uses export tax breaks, and
that its whole corporate tax structure is unfair to US companies.

Indeed, the WTO panel did itself query whether some EU tax regimes
comply with its rules.

Also, the EU has lost other trade disputes with the US recently and
could use this latest one to regain lost ground in other areas.

Although the two trade blocs reached agreement on a long-running dis-
pute over imports of bananas from the Caribbean, there are still conflicts
over the import of US hormone-treated beet and genetically-modified foods.

Long-Running Conflict

The current conflict arose in 1997 when the EU began objecting to US
tax breaks for exporters.

The tax breaks put the exporters at an advantage when competing with
European firms, the EU argued.

The WTO agreed in four rulings, but the US appealed on each occasion,
while at the same time moving part of the way towards compliance by ex-
tending the tax breaks to foreign companies based in the US,

The EU dismissed this as “window dressing,” and said the new tax regi-
mes introduced were as bad as the old ones.

In the end, in Noevember 2000, the EU asked the WTO for permission to
retaliate.

G.3. Comprehension.

Read the article again more attentively and answer the questions.

¢ Why has the United States suffered?

+ What has the WTO found?

¢ Why has the WTO paved the way for the Eropean Union?



Unit 14. International Tracle 257

¢+ Why did R. Zoellick cali the transatlantic trade disputes “an uphill
struggle”?
¢ Do you agree with the author’s opinion that “any trade war is likely
to hit the economies of both sides™?
+ What is a WTO arbitration panel? What for is it necessary?
+ What is the reason of increasing the tariff barriers on many products
by the US?
¢ Do you think that the EU may be amenable to some forms of compro-
mise?
G.4. Find a word or a phrase in the article with a meaning similar to
each of the following.
+ ready to be guided or influenced by;
+ formal or official permission, approval or acceptance;
+ areduction in taxes that can be had by taking advantage of govern-
ment rules that may change from time to time;
to accept or admit (as); recognise the fact or existence;
to get or win back;
to try to win something in competition with someone else;
the process by which two sides try to reach agreement with each ot-
her, eg. about prices, the details of a contract, etc.;
s to find a satisfactory way of dealing with (a difficulty); settle,

G.5. Render the article after making up your own outline,

*- * &+ »

H. Reading the Russian article

H.1. Read the Russian article, find key sentences and translate them
into English.

Poccua BTRrMBaeTCs B TOProOBYIO BOHHY ¢ EBpONCH

Henue Hporonenro, «Iloaumsxonomis»

Bulbop nepboit e A48 «CHMMETPHYHOTO yaapas MOXKET OKajaTbed
OUGOYHBIM,

I\IieTaJIﬂypl'l'I‘-IECHaH Hp()ﬂ,yKllHH ABAACTCA TOBADPOM, H3-3a KOTOpOro
Poccus B nioceaHee BpeMs OKa3bIBaeTCsI BIAHYTOH UM caMa HHHUXHpY-
€T TOProBbLie BOUHEI C ,E[]JyTPIMH CTpatHaMH. Huuero VAHBHATCJABHOTO B 3TOM
HET: BeAlb MeTaIb — BTOPast Nocae HehTH CTaThs aKCTIOPTHHIX JN0X0A0B
Halllel cTpasbl,

C vedrrbio Ipobaem HeT — pasBHThIe CTPaHbl KPaiiHe HYKAAIOTCS B 9TOM
CBIPbE M ITOITOMY TOIBKO Pallbl, €CHH NOCTABKK «HEPHOTO 30J10TA» YBEJH-
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yyBatoTes. Lena-To B aToM ciryuae ciikaeTest. C MocTaBKasMH poccuiickoii
cTasu npobaem ropaszao bonbite. Jeno B TOM, UTO 3aajHbIe IPABHTENb-
* cTBa 3aDOTATCS NPEKIE BCETO O 3aHIMTE CBOSH METALIYPruMeckoil OTpaciH,
[Totox Aeniepoii ¥ KauecTBEHHON POCCHIICKON CTaH Ha PHIHKKN pasBUTBIX
CTpaH MPHBOAUT K COKPALIEHNIO [IPOUABOACTBA B TeX 3Ke AMCPHKaHCKHX
H eBponelicKUX KOMAAHHIX.

Ioatomy ysBeauyeHue mocTaBoK POCCHIICKON Hed)TH TOJIBKO NPHBETCTRY -
eTcd, TAK KAK CTIOCODCTBYET CHATHIO 31IePreTHUeCKOTO KPHIHCA B PA3BH-
THIX ¢TPaHax, a MOCTABKHE POCCHIICKOR ¢TANH BBISBIBAKT aHTHAEMITHHTO-
BHi€ PACCACAOBAHUA H OTPaHHMeHHA B JOCTYIe HA MUPOBHE PHHKH. Bee
3TO PHUBEND K TOMY, UTO H3-3a Pa3HOIO poAa OrpaHiyellnii Ha BHEIHHX
priHkax Poccnd, no gaHabM npesbep-MuHHcTpa Muxauna Kaceaxosa,
yKe 10Tepsia okoaAc 2,5 MAPH A0,

TnaBHeIM M3 STHX OrpaHHUYeHNH SRASCTCA Tak HasblBaesoe BeeobOben-
Jiollee coratleHue o crann Mexay Poceueil 1 CILA, sakmodeHHOe JeTom
1999 r,, B HTOre KOTOPOTO MOCAE0BANA BOJIHA HOAOOHBIX MEP B OTHOLIE-
HHH HaMelt TPOAYKIIA [FO BCeMY ocTansHoMy Mupy {(JlatuHckas AnepH-
ka, Unana, Kuraii i ap.). UMeHso 03-3a 3TOTO cornaieHust poccuiickue
METAMIYPIH HecyT MIWIJNAPAHBIE YOBITKI, TAK KAK HE MOTYT NMpOAaBaTh
onpeneiersble BUAB cTadH B CLIA. Koraa-ro, 1o Havyana aHTHAEMITHHTQ-
BBIX paccieloBaHuil, AMEPHKANCKHE! PHIHOK GBI KAOUEBBIM AAS HALEHX
npoMenaeHHuKoB. Ha Hero wiia asBuHas aond Haueil npoaykuun. Oa-
HAKO Locke ycTaHoBhenus Gapbepos Poccus BuiHyKAeHa Gblaa lepeoph-
EeHTHPOBATLCS HA a3HATCKHE PBIHKH — EMKHE, HO ACHICBHIE.

Orpanniyenns Ha eppoleiickoM peIHKe Havaaues padelie, B 1997 r. Poc-
CHA 3aKAIOUITa ¢ EBPOCOIO30OM COTANIEHHE 0 TOPTOBIE CTANBIO, [I0 KOTO-
POMY Mbl HDH3AABANN ce0st He PELHOMHOH ¢TPaHOS ¥ KBOTHPORAIN 110CTAB-
KH CBOeil NpOAYKUHH Ha mATh JjeT. Cpok 9TOro corfalleHus UCTEKAeT,
OAHAKO ¢BPONEHIIBL JIO CHX TOP He MpH3HAOT POCCHIO CTPaHO# ¢ pbIHOY-
HBIM CTATYCOM U He HaMepeHBl cMArdaTh yenoeHa. KaMeHs IpeTKHORETNA
BO B3AUMOOTHOIIEHHSX MEXKIY POCCUMCKUMM H 3ANAAHBIMU MeTALNYpra-
MU — nipobaema yepHoro Joma. Jleno B ToM, 9T0 ¢ npochie poccuitcKux
MeTaMAYpProB poccHCKoe NPaBHTENBCTRBO BBEJIO MONLTHHY Ha BBIBO3 Yep-
Horo MeTanna (e MeHee 15 eBpo 3a TouHy). Poccuiickue MeTalaypru
CUHTAIOT, 4TO H€3 3ToH NOULIKKED] BECh JTOM OYAET BLIBO3UTBLCA B EBpony,
octapasaa Poccio Ha roaoato# mailike. JeiicTBHTeXRbHO, [NAaBHOES CBIpbe
714 eBpomelicKkMX MeTalayproB — 3T0 uepHsill 1oM. Ero npuMenenue
[I03BOJISET CTa%eBApaM EBPONBI SKOHOMHTE COOCTBEHHOE CHIPLE U YMEHb-
IaTh Bpejllibie BRIOPOCH B OKpyRalomyio cpeay, QOAHAKO B OTBET Ha poc-
cHHcKUe orpaHHYeHN S Ha BbIBO3 JoMa EBpokomuccus ¢ 2000 r. npunsna
pellieHHe COKPATHTh TOCTABKY POCCHICKOH cTaau Ha 12 %.
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U BoT Heneso Ha3af, Mo NpomecTBHEH HosTee NOAYToaa, poccUickoe mpa-
BHTEABCTHO OTBAXKUIIOCH Ha 00 BABMEHIE TOProBoil BOiHH Erponefickomy
coway, 25 Mag UpABUTENBCTBEHHAS KOMHCCHA [0 3AIMTHHIM MEPAM BO
BHellIHelt ToProRie NpeAnoXiia BHecTH 17-NpoLeHTHYIO BBO3HYIO NMOII-
JUAY Ha Te BUABI eRpolelckoll MeTalNonpoiYKIHH, KOTOphle NOAb3IYIOT-
¢s1 NOBBIIEHHBIM crTpocoM B Pocchu. K 1IHM 0THOCATCS TPOKAT H3 Hepoka-
BeoMllell CTalH, MeTANVICKOHCTPYKILHN, HEKOTOpbIe Bk TpyG 1 1. 1. Jo
KOHIIa 3ToTo roAa, ne caosaM lepmana [peda, eBponelinsl NoTepdiOT Ha
aTOM 0K0J0 30 M Ao,

Onnako, HeCMOTPS Ha, KA3AJI0Ch Obl, IIATPHOTIYHOCTh M NOIHYHOCTD
aroro mara, Tepmany I'pedy crenosasno 6p Bubparh Gollee ajleKBATHOTO
[IPOTUBHIIKA B TOPTOBOI BOMHE B 321U TY CBOMX MCTA/LILYPTOB, a HMCHHO —
Coexunenneie HITaTeL.

Bo-1ieppix, B CIITA b1 HeceM Gonblune MOTEPH OT TOTO, YTO HAC He
JONYCKAIOT Ha aMepHKaHCKuil peitok. BopoThes 3a anepukanckuii peIHOK
ans Poceun BaxkHee, yem 3a eBponeficknii, [leso B ToM, YTO Ha PhIHKe
CIITA treHa TOHHB cTaqH Ha 2030 nosi. 60/1blle, YeM B OCTaNAbHOM MHpe.
H ¢ 1999 1., co BpeMeHH ZeHCTEHA COTJALIEHNS, poccHitcKHe MeTallIIYpri
yike NoTepsind Gonee 1,5 MIIpA A0, H 9TH NOTEPH IIOCTORHHO PACTYT.

Bo-BTopbiX, He0OX0AHMO YIUTRIBATh M CTpaTeTHMYeCKoe BIHSHIE 3TOTO
HEATA HA B3IAMMOOTHOIIEHUS 11AMIeEH CTPAHBI € OCTAMBILIM MEDOM. [Ipes3n-
et Poccun Bragusup ITyTiH 1poBO3MIacH CTPATETNUECKOE COTPYAHH-
yecTBO ¢ EBpomnoit. [naBHBIM 0moneHTOM celiuac A4 Haned cTpaHE, oue-
suano, spasiiotes CIIA, rae apaunictpanug byuwa gashno He 6iaroBoaut
K Halleil eTpane. TlosTomy akoHoMITUeckast ccopa c EBponoft MoxkeT oka-
sarbes ropasfio Godee Hoaeanen o, year onmoHuposahde CIIIA.

B-rpeTbUx, MOTHBHPOBKA BBCACHHS TIOIMINIIHBL, KOTOPad Oblaa [IpHMe-
Hena upotus EC, 6vina 661 Oonee peayastatuBHoll B oThomwernu Coegu-
vennelx LUtates. Poccna MoxeT BReCTH HOIIMHDL HA TY K€ CYMMY, KOTO-
PYIC YoKe IOTEePsUUIM HALIH MeTaAaypri — 1,5 Map/ aonir.

Mockga y#e 0K0s6G IOy TOPa JeT BeAeT Oe3yCieltbie ePEroBoPbI ¢ ad-
muuauctpauuett CUIA — kak KAWHTOHOBCKOH, Tax H 6ywepckoit. [Toamy-
CBIBRIOTCS [NETHLHH, IepefaloTcsd AUCEMA OT POCCITHCKOTO TOPIOBOTO Be-
AOMCTBA aMepHKAHCKoMY, a mpeactasurenlt CIITA npocto xpaHAT MomuaHie
HJIH 325BJISIOT O TOM, UTO HM HEOOXOAUMO NPOKOHC YJIBTHPOBATHCA CO CBO-
v MeTamnyprami. DUKTHYECKH OHE YIKe OKOJIO T0a HITIOPHPYIOT 13-
HEble pocCHHCKOH CTOPOHBL O TOM, YTO POCCHICKO-aMepUKAHCKME cOTalie-
HHS 110 TOPTOBJIE CTANBIO HEACHCTBUTENBHBI,

Okosio Mecqla Ha3aJ, Ha COBEMAHHH V 3aMeCTUTeNA MHHUCTPA 3KOHO-
MHUECKOTo pasBUTHA H Toproeau Maxkcuma MenBegkoBa meTaiypri
eAMHOTIACHO PeIiMIH BRIHTH M3 BYCTOpoHHeTo cornamennda ¢ CHIA,
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ITpasaa, caMo cornaltieHne AaBaio POCCHICKHM KOMIAHUAM HEKOTOPYIO
CAPAHTHIO TOCO, YTO TIPOTHR HHX Ke BYIYT BosOyxAaTh HOBLIX allTHAEM-
NUHFOBBIX pacceneaoBannii. Ceifdac ke, ocae Hayaaa MpoLelypol BEIXOAA
M3 COTIAllleHHs, HABEPHSIKa NPOTUB POCCHICKHX METAJLIYPIrOB OPTaHH3yIOT
noBble paccaeaoBanus, B cBgau ¢ st Tepmany Tpedy npeactonT iox-
FOTOBUTHCA X NOAHOMACIITABHON TOProBoii RoiTHe, B KOTOPOIT pocciiickhe
METAAYPrH 1 Pocciig MOTYT TOTepsTh MIWAIHApAB AonapoB. HasepHuaka
REeCOXOANMO [IPOCUHTATE TOPFORBIIT 060POT MEXKAY NBVALS HAUHHMHU CTPAHAMH
1 BEISIBHTD HanGomee yA3BMMble TOBAPEl aMEePHKAHCKOTO aKeopTa B Poc-
CHIO, YTOOBI CBOEBPEMEHHO HAHCCTH «CHMMETPHYHBIH TOPIOBBI YAADS.

H.2, Read the Russian article once more and make up an outline of
the rendering according to the key sentences using new words and word
combinations you've found in the article,

H.3. Render the Russian article.

l. Speak up

I.1. Interview.
Use these questions as a guide to interview your partner. Add questi-
ons of your own.

1. Why do developing countries need a new multilateral round?

2. What is the interest of LDCs (least-developed countries) in the WTO?

3. What can companies and civil society do to show to the entire
world that trade and sustainable development are not necessarily
at odds?

4. If inflation is higher in Russia than in countries with which Russia
trades, what will likely happen to Russia’s exports and imports? Why?

5. Why did China have the difficulty to enter the WTQ?

1.2. Case study.
Read the article and do the exercises,

US Launches GM*-trade War
Steve Schifferes, “BBC News”

Trade Wars

Uader WTO rules, the two parties have 60 days to consult before a tra-
de disputes panel is set up.

* GM — genetically moditied.
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Ultimately, if the panel rules against the EU, it could impose trade sancti-
ons, giving the US the right to impose retaliatory tariffs on EU goods,

Mr. Zoellick told BBC News Online that the US wouid be seeking “se-
veral hundred million dollars” in damages, but that the importance of the
case went far beyond the immediate damage to US agriculture.

Developing countries in Africa, Asia, and Latin America were cutting
back on research and production of GM-crops, because they were afraid
they could not export them to Europe, he said, hurting poor farmers
worldwide.

And to support his point, scientists and farmers from developing countri-
es joined the press conference to argue for the economic benetfits of GM-
Crops.

Mr. Zoellick denied that the US decision to bring the case had anvthing
to do with the WTO's recent approval ot $ 4bn in EU retaliatory sanctions
against the US in another case, involving tax breaks for foreign subsidies of
US companies.

However, he appeared to concede that the US had delayed bringing the
case in the run-up to the Iraq war, when it was trying to gain EU support
tor a fresh UN resolution.

World Trade Talks

The US move could also increase the difficulties of reaching a deal on
agriculture in the Doha round of global trade talks. Those talks appear
stalled ahead of a summit in Cancun, MeXico, in the autumn.

The US and the EU are at loggerheads over how to reform agricultural
subsidies to benefit developing countries.

Many of the countries joining in the US action are part of the Cairns
group of agricultural exporting nations which has been lobbying the WTO
to open agricultural markets. A number of them are now seeking separate
free trade agreements with the United States.

Washington has brought a complaint against the European Union for
refusing to allow the sale of genetically nodified (GM) food or crops, esca-
lating trade tensions between the world’s two biggest economic blocs. The
United States — and twelve other agricultural exporting nations — want
the EU to repeal its five-year moratorium on GM-foods, or face trade
sanctions under World Trade Organisation (WTO) rules.

US Trade Representative Robert Zoellick said that the US had run out
of patience after years of EU procrastination on the issue. “The EU’s per-
sistent resistance to abiding by its WTQ obligations has perpetuated a tra-
de barrier unwarranted by the EC’s own scientific analysis, which impedes



262 AHMAMIACKA F3BIK A0 FKOHOMHCTOR

the global use of a technology that could be of great benefit to farmers and
consumers around the world,” — he said.

The EU is ualikely to lift the block on GM-food imports, which is wi-
dely supported by European consumers, and is also developing tough new
tabelling regulations which worry US farmers.

EU trade commissioner Pascal Lamy questioned the motives behind the
US case, and denied there was a “moratorium” on GM-foods. “The EU re-
gulatory system for GM authorisation is in line with WTO rules: it is clear,
transparent and non-discriminatory. There is therefore no issue that the
WTO needs to examine,” — he said.

And EU consumer and green lobby groups vowed to oppose the US de-
cision. “If this attempt succeeds, the US will force GM foods onto Europe-
an markets regardless of the wishes of consumers,” — said Friends of the
Earth Policy Director Liana Stupples.

I.3. Sum up the arguments for and against imposing trade sanctions.
L.4. Make up the speeches of: a) US Trade Representative Robert
Zoellick; b) EU trade commissioner Pascal Lamy.

I.5. Work in two groups, Group A — representatives of developing
countries in Africa, Asia, and Latin America — carries on talks with gro-
up B — team of US Trade Representative Robert Zoellick. Discuss the
problems of research and production of GM crops.



Appendix A
Tests

Unit 1. Labour Relations

A. Read the article from the CNN Money website and complete the
extract with the expressions listed,

called for officials walkout  broke off arbitration
affects distributed stoppage deal average

Hershey Workers Walk off Job

Nearly 3,000 Hershey Foods Corp. workers walked off the job Fri-
day, saying they were upset with a company offer that would increase
their health care costs,

The strike at the company’s two plants in Hershey ... (1) about one-fifth
of the work force at the nation’s largest candy maker, where negotiations
between Hershey and the Chocolate Workers Local 464 .., (2) Wednes-
day. No new talks were scheduled.

The company said a labor ... {(3) at the two Hershey production plants
would not interrupt service to its customers. Hershey Foods has been buil-
ding inventory and cash reserves in preparation for a ... (4), analysts said.

Even before the walkout began at 9 a.m., workers began gathering outsi-
de the factories and union officials ... (3) signs that read, “Stop the Greed,
Share the Wealth.”

“The raises they give won't cover the increases in the medical benefits,”
said Brian Daubert, a production worker at the West Hershey plant.

A ... (6) offered by the company but rejected earlier this month ... (7)
worker health insurance payments to increase from 6 percent to 10 per-
cent, then 12 percent over four years.

Workers, who receive an ... (8) hourly wage of about $ 18, would get
raises of around 2.6 percent to 2.8 percent each year for four years.
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The company offered to enter into binding ... (9) Wednesday but the
union refused, both sides said.

The labor stoppage at Hershey is the fifth in the 97-year-old candy ma-
ker's history. The last strike by members of Chocolate Workers Local 464
was a three-week work stoppage in 1980, ... (10) from the union said.

B. After filling in the gaps read the article once more and decide which
of the statements are True and which are False and write T for True and
F for False,

1. Hershey workers walked off the job because the company wanted to

increase their bonus pay,

2. The negotiations between the administration and unions were a fa-
ilure.

3. The strike would be a hard blow to customers’ service.

4. The raises are too low to cover the increases in the medical benefits.

5. Both sides do not mind entering into binding arbitration.

C. Give English equivalents and make up your own sentences:

+ 320acTORKA, He CAHKIHOHHPOBAHIIAA MPOdCoI030M;

+ 3AKPEITHE OPeANTPHHUMATENAME OITON0 HIH HeCKONBKHX NpealpH-
ATHI ¢ TeM YTOOB 32CTABHTh PAbOUIIX K CNYKALHX NPHHATD HABR-
3BIBAECMBIE FIM PEIICHHA;

¢ TpeaynpeauTe/bhas 3abacToBKS;

+ YYacTBOBaTh B cHAsIUell 3a6acTOBKe;

¢ ecTecTBeHHOe cokpallterue padoyeil cHb.

D. Translate the following sentences into Russian.

1. Where there was a closed shop agreement an employer could not hire
non-union workers.

2. We feel that salaries should at least keep pace with inflation.

3. With collective bargaining the unions negotiate on behalif of groups
of workers, not individuals.

4. If they work to rule the job might not be completed on time.

5. Union members were asked not to cross the picket line.

E. Render the extract from the article using the active vocabulary,

Mo manneiM npodcorosa, HA 1avano 3a6aCcTOBKH B Hell y4acTBOBAJIO
50 000 paouux na 20 npeanpusthax. [napa ipodicosa IG Metall Knayc
LBHKenb ePBOHAYANBHO XOTEA JOOUTHCA NOBELHEHAS 3apaboTHON mra-
Tbl /15 BeeX 3,6 MAH padoyux HeMelKoll MeTa/nypruyeckodt 11 31eKTPOH-
Hoit npoMbiinaeliHocTH Ha 6,5 %. B nocnennit moMenT npodeolos fan no-
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HATh, YTO TOTOB K 3aKMIOYEHHIO COTAALICHHA, B KOTOPOM Tiepell 3ansiTokl
Hyaer cToate detBepka, o cnx nop paborogatenu npeanarann 3,3 %.

Bo Bropuuk sabactosxa B Bagen- BiopremGepre npopoakures, [podceo-
103 X0YeT BKJIIOUHTD B 6opb0y Takue [PeATpuATHs, kak Varta, Bosch-Siemens,
Alstom, ABB n Alcan. Pacunpocrpaterie 3a6acToBoMHOTO ABIKEIHA Ha
Bepaun n Bpanaendypr He Jo/kHO NPON30IHTH 10 Hauana Oyaynieil Heaenn,

B noHefenpHUK Re HAGMOHATOCH HUKAKHX CHMITTOMOE CKOPOLO OKOH-
yaHuA 3a0acTOBKY, x0T4 [IBHKEND U NOATBEPANT, UTC OH COTOB K Neperc-
popam, Tem He menee, Xanc Beprep Byui, renepadbHblil Aupertop 06b-
equHEHHOTO coK3a paboToiareneii-MeTAATYPTOB, CKeNTHYECKH OTHOCHTCS
K BO3MOKHOCTH JIOCTHAKEHH S COTJIAIEHHS HA HOBOM PayH/Ie MeperoBOpouB.

Unit 2, Production and Costs

A. Read the article from the CNN Money website and complete it
with the expressions listed.

delivery evaluation safeguards pursue
include awardedbe worth suppliers
net loss bolsters edged out bulk
Boeing Wins $ 4.5 b Sale

Seoul, South Korea (Reuters) — South Korea ... (1) a $ 4.5 billion deal
for 40 fighter jets to Boeing Friday, opting to stay with US military ... (2)
despite a strong challenge from European rivals.

The latest version of Boeing’s F-15 beat the Rafale from Dassault Avi-
ation SA, though the French firm said it would ... (3) an injunction filed
earlier this month seeking to overturn the decision,

“We considered security, foreign policy and economic factors in making
the decision,” the Ministry of National Defence said.

The deal comes on the heels of a disappointing $ 1.25 biilion first-quar-
ter ... (4) for the world’s largest planemaker and ... (5) F-15 production
jobs in St Louis, Mo., which analysts said were in doubt without it.

It ... (6) a production line that had just 10 US orders lined up and none
after 2004.

Seoul also chose US manufacturing titan General Electric to supply en-
gines for the F-15K, marking a first in the F-15’s 28-vear history. The engi-
ne deal is expected to ... (7) $ 350 million,

GE ... (8) United Technologies unit Pratt & Whitney, which had suppli-
ed engines for every F-13 ever sold.
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The ministry narrowed a four-way race to two finalists last month and
in a final round of ... (9) Seoul’s close defense and trade relations with Was-
hington proved decisive.

The US has 37,000 troops stationed in South Korea and the ... (10) of
aircraft and weapons systems used are from US manufacturers.

The deal is expected to ... (11) almost $ 3 biilion in jobs and technology
for South Korea, which hopes to develop its own fighter by 2015.

Seoul is expected to take ... (12) of its F-15K fighters between 2005 and
2009.

European rivals had hoped to unseat US makers in supplying South Ko-
rea. Dassault is still hunting for its first export order for the Rafale.

B. After filling in the gaps read the article once more and decide which
of the statements are True and which are False and write T for True and
F for False.

1. Though the challenge from the US rivals was strong South Korea

preferred European military suppliers.
. The French firm gave up and didn’t try to overturn the decision.
. Without the deal F-15 production jobs in St Louis could have been lost.
. A production line will have orders only after 2004,
. Seou] has close defense and trade relations with Washington.
. European rivals still hope to supply South Korea.
. Give English equivalents and make up your own sentences:
H3BBITOUHAR MOIHOCTD;
3aK/II0YeHKe CySIOTOBOpa Ha BHITIOMHEH e paboT ¢ BHEIMMHM (up-
MaMH;
+ MaTepHaAbHO-TIPOK3BOACTEEHHbIE 3AIIACH;
¢ He3aBepilleHHOE NPOU3BOACTEO;
¢ IIEpHO/ OCBOEHUS HOBOH MPOAYKIIHH,
D. Translate the following sentences into Russian.
1. Mr. Shilling contends that in its quest to get “lean and mean,” US
industry has exchanged variable costs for fixed costs.
2. Many of the blue-collar workers who used to make things have been
replaced by more productive machines, usually financed by debt.
3. But while blue-collar workers could be laid off when recession occur-
red, machines can’t be fired, and interest payments don’t go away.
4. Firms locate their production and other operations internationally
for reasons that are more complex than the simple minimization of
direct costs.

¢ e T WA W
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5. Mainly because of higher indirect costs, a German manufacturing
worker costs almost twice as much per hour as a British one.

E. Render the extract from the article using the active vocabulary,

Wella cneunaansupyercs Ha TpexX BUAAX NMPOLYKIHU: CPEACTBAX 110 YXO-
Oy 3a BOJIOCAMH, IPpeTHa3HAMICHHBIC /IS HAPUKMaXepCKHX, Ha OO KOTO-
PBIX TPUXOIUTCA MOUTH NOA0BLHHA 06OPOTA; TPOAYKIIHN ISl PO3HHUHOM
TOProBAH H OTHOCHTEABHO HOBOM AEJ€ — KOCMETHYECKHX CPEeJCTBaX H nap-
$romepuu. B nponinoM roay obbem npojak Wella cocrasun 254 mon es-
po, — 6oabute, yeM Koraa-iaubo 3a BCIO eC HCTOPHIO.

K HOBBIM IOCTHXEHNAM KOHUEPHA OTHOCATCA IIpHOBpeTellle AMePHKAH-
cxoil Toproroii ¢pupmbl Graham Webb, cnenuannzupyioieiics Ha cpefi-
CTBAX [0 YXO/V 32 BOJIOCAMU, M aMePHKaHCKOTO ke npemiipuatus Johnson
Products, onToBOI0 HpoAaBLAa «3THHUECKHX KOCMETHYECKHX CPelcTB Ko
yXoA4y 3a BOJIOCAMH» AJA aCpraMe]')HKaH L€B.

ITH IPHOSPETEHHA CIIOCOGCTBOBANH YBEAHUEHHIO 060poTa Botbille, ueM
Ha OAKY TPETh, — B IeJOM J0XOAbl BO3pocan npubanaurensHo na 13 %
H JOCTHEML 3,2 MAPI eBpo.

[Ipu arom npupocT Bo BeeX TpeX chepax GbLT MPHMEPHO ONIHAKOB —
npasia, HeCKOJAbKO BblASAMAACH CAMAaA HOBadA H MOITOMY MeHbIHAA CCl')E‘
pa — «KOCMETHKA 1 aPOMAThl», ITOMY COCOOCTBOBANO NOSBACHIHE HOBBIX
apoMaroB, B yacTHocTH, Montblanc u Dunhill,

Unit 3. Urgent Problems of Marketing

A. Read the extract from the CNN Money website and complete it
with the expressions listed.

net pricing retail sales planszero-interest production
target outpacing cautious note sales pace
fleet cash or reduced salesdemandincentives

GM Leads Strong April Sales

New York (CNN/Money) — General Motors Corp. posted a 13 per-
cent increase in US sales in April, easily ... (1) competitors’ resulis as
consumer demand for autos stayed strong.

Chrysler Group posted a 3 percent gain in US sales, while Ford Motor
Co. said weak ... (2} dragged overall U.S. sales down 7.4 percent, although
its ... (3) to consumers were about equal to year-earlier levels.

While final figures from all automakers are not yet in, GM estimated
that total industry sales would be up about 2.5 percent in the month, gi-
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ving the industry an annual ... (4) of between 17.5 million to 18 million

vehicles in April, far stronger than originally estimated, putting the in-

dustry on pace for one of the best US sales years in its history.

GM announced it would raise its ... (5) for the second guarter due to
continued strong consumer ... {(6) and the moderate recovery in purchases
by car rental companies. The company said it now ... (7) to build 1.53 mil-
lion vehicles, up slightly from its earlier guidance of greater than 1.5 milli-
on vehicles, and up 12 percent from the 1.36 million vehicles it built in the
year-earlier period,

The only ... {8) from GM is that pricing remains very competitive. The
company issued new guidance saying that ... (9}, which reftects the sales
price less the cost of marketing and ... (10), will be off between 1.4 and
1.6 percent in the second quarter compared to a year ago.

GM has been a leader in most incentives for the last cight months, spar-
king a round of .., (11} financing incentives that kept demand for vehicles
strong even in the wake of the Sept. 11 terrorist attack. GM announced
a new incentive program late Tuesday that included ... (12) interest rates
but did not offer the zero-interest option. o

B. After filling in the gaps read the extract once more and decide
which of the statements are True and which are False and write T for
True and F for False.

1. GM outpaced its competitors because consumer demand for autos

went up.

2. Approximate total industry sales would be about 2.5 percent in the

month.

. GM decided to leave its production target without changes.

. The fact that pricing remains very competitive concerns GM.

. Cash or reduced interest rates kept demand for vehicles strong.

. Give English equivalents and make up your own sentences:

ToOBap, NpojaBaeMblil 0 CHUKeHHOH LeHe A7 NPHBACYEHHST OKY-
matenei;
MPOAYKT, NOAb3YIOIMHUHCA CTIPOCOM;
OCBEAOMIIEHIIOCTD O TOPTOBOH Mapke;
PBIHOK TOBApPOB MacCOBOTO MPOH3BOJCTRA;

+ <MaKyJAaTypHas» [104Ta (peKJ1aMa H 1. I1.).

¢« AV W

> * &

D. Translate the following sentences into Russian,

1. Year-to-date fleet sales are off 25 percent at GM due to the strong
drop in demand from car rental companies in the first quarter,
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. GM was mostly lifted by a 24 percent gain in sales of light trucks.

3. “Underlving demand remains very strong,” said Paul Ballew, GM's
executive director for market and industry analysis.

4. The marketing director’s brief was to increase coverage by at least
10 percent.

5. The product has lost market share and is a likely candidate for deletion.

E. Render the extract from the article using the active vocabulary.

He tax yx TpeboBand ntoTpeburens, 4ToGb M caenanu nosyio « Koay»,
HO MMEHHO ee OHH MOAYyYaT BO BTOPHHK, koraa koMnauus PepsiCo coob-
UEMT 0 HOBOM BapuaiTe 3HaMeHHTOro mamirka. Peus uaer ve o «HoBoil
Ilencu», a 0 paciipeHuy acCOPTHMEHTA, B TOM YHC/Ae, BO3MOKHO, HOBOM
3anaxe H faxke HOBOM ILIBeTe,

Pepsi coobuut ¢BoH HOBOCTH 3a Aelih 10 Toro, Kak Coca-Cola npeacra-
BT noByio Vanilla Coke — yrpom B Vanilla Bean Cafe ropoaa Iodper,
KoHHeKTIKYT, 41 BedepoM — B ofIHOM Kay6e ManxsrTena.

[uraspTsl DpOXIAAHTENABHBIX HANMHTKOB OTYASHIO CTPEMATCA BLITECHHTD
¢ MONOK MarazhHoe hossie uMena. B 2001 r. o6veMil npoaak Hesalkoroib-
HbIX HAITUTKOB BbIpociH Beero Ha 0,6 %. O6beMbl mpoaaxk BeayLHx OpeH-
no — Coca-Cola Classic u Pepsi-Cola — cuusunucs. KoMmanuu winyr
BOSMOMKHOCTH AJISL POCTA.

O6e dupmpl pazpaboTanu ycneluHbie CTpaTernM MPOAaKH HAIHTKOB
H COKOB, 110 WX Noc/TeAHHe HHHIMATHBEL, A TaK:Ke TaKHe HOBOBBEJIENHsT, Kak
JIIMOHHBIE KOJIb], IOSBUBINHECS B HPOIIJIOM rO/LY, NOKA3BIBAIOT, YTO OHU
He HaMepeHH caaTh 6e3 60pbObl CBOK MABHYIO HHINY — Ta3WpORAHHBLE
BOJIBL.

Unit 4. Economic Development and Cultural Diversities

A. Read this extract from the article from The UN Chronicle and
complete it with the expressions listed.

involvement  disoriented challenge encountered
integration vulnerable tolerance  clash
implemented identity interdependencecrafting
inspiration in the wake of priority

Diversity, Human Rights and Peace (Culture Watch)

Anita Inder Singh
If globalization is a fact of life, so is human diversity. The management
of national, cultural and religious diversity is a high ... (1) for the United
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Nations and national policy makers in the twenty-first century. As more
and more people are brought together; voluntarily and involuntarily, by
the ... (2) of markets ... (3) globalization and the continual advances in
telccommunications and transportation, many individuals ... (4) confusion
and conflict in adjusting to a multicultural experience that is new for them.
Whether people are enriched or ... (5) by their contacts with the “multicul-
turalism of globalization” depends to a considerable extent on how their
fears are addressed, what is done to make them fecl less .., (6) to forces over
which they have little or no control. Inspired by the UN Charter — or per-
haps the ... (7) behind it — human rights are of significance in helping the
international community deal with the dilemmas arising from a real or ima-
gined ... (8) of cultures and protecting “the dignity and worth of the hu-
man person,”

In practice, this means the ... (9) of policies that will help individuals
face the radical economic and social changes that at times secm to threaten
their very ... (10). Most prablems cannot be solved entirely at the national,
regional or global level; the age of globalization is simultaneously an age of
... (11). No “political command” can ensure that decisions at any [evel will
be ... (12) by administrative fiat. Leaders inust motivate ordinary people to
participate in plans “to promote social progress and better standards of life
in larger freedom, to practise ... (13) and live together in peace with one
another as good neighbours, and to unite ... to maintain international pe-
ace and security.” This is a major ... (14) to international policy makers.
A concomitant challenge is how to give individuals a sense of ... (13) in
shaping and controlling the course of events that affect their lives, through
democratic — or good — governance, by promoting the rule of law, an in-
dependent judiciary, free and fair periodic clections, political and intellec-
tual pluralism, and respect for human and minority rights. States are a long-
term fixture, and human rights are about protecting the individuals who
make up States,

B. After filling in the gaps read the article once more and decide which
of the statements are True and which are False and write T for True and
F for False.

1. The management of national, cultural and religious diversity is a sig-

nificant issue only for the United Nations in the twenty-first century.

2. Everyone experienced confusion and conflict while trying to adjust

to a multicultural environment.

3. People feel less vulnerable when they have control over different forces.

4. Human rights are of no importance in protecting a human person.
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. People’s identity is threatened by radical economic and social changes,
. The major challenge to international policy makers is to motivate pe-

ople to maintain international peace and security.

. Give English equivalents and make up your own sentences:

CIpOC;
cran;

pesKoe llageHHe;
3aCToH;

Kpax;
Jemnpeccus.

D. Translate the following sentences into Russian.

L.

2.

6.

E.

There’s considerable doubt the reports will clarify whether the eco-
nomy is strengthening or weakening.

The recession is deepening rather than bottoming eut, according to
a survey of business expectations by Dun and Bradstreet,

. New York’s stock market has risen by 19 % from its mid-Januvary low

thanks to hopes of economic recovery in America. Many economists
reckon that America's recession, which began last summer, has now
reached its trough; they predict that the economy will soon pick up.

. Bond prices typically begin to rally about 12 months before the tro-

ugh of the business cycle, just ahead of the peak in interest rates. Six
months later (six months before the economic turn-up begins), eq-
nity prices start to take off,

. Talbot insists he will wait for the economy to turn up and for trading

conditions to improve before he sells, which means some time next
year.

“All the elements are in place to take advantage of an upswing in the
market when it takes place — we don’t know when that will be,” he said,

Render the extract from the article using the active vocabulary.

B 1990-e rognr Dploccenp otsepryica oT PoccHi 1 cOCpeaoTouMI oc-
HOBHOE BHHMAHHE Ha Pa3BHTHH OTHOLIEHHH ¢ BrpaliinimMu CocCeaaME EC.

Ten He MeHee, ceityac EC Hagan yaenars Poceuu Gonee npuctanbioe
BHHMMAaHHE. O,EI',HaI(O GonbHIas $acThb AHAN0Ta KacaeTCcs BOIIpOCOB BHelHel
TOJUTHKH H Ge30MacHOCTH, rie Bpioccens [o-TpeskHeMy OTHOCHTENBHO
cnab, 2 He TAKHX KIIOYEBbIX /119 HHTerpauun npobaeM, kak yuudmkanun
3aKCHOJATENBCTE W NPOMBILILJIEHHBIX cTaHAapTOR. MHWLIHATHRE, N0g06-
Hble naany [poan — of HHTerpall#H POCCHHCKHK IHEPreTHUECKNX PeCyp-
COB B EBpOIly — MOKa O4€Hb pacIlJIbIBYATDI.
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Huanor mexay EC n Poccueli, X0t H JeJIaHHBIH, CKopee ApeACcTaBager
SIOpOKpaTHYeCcKoe MePONPHSITHe, YeM OBMAKYLIYIO CHtY HAa YTH K Zaib-
Hefimeii naTerpanun. M ecan o6e cTOPOHLL He NPEATPUMYT KOHKPETHBIX
HIAreB, YTOOLL H3MEHUTD 1I0A00HOE NOJIOKEHUE, TO CKOPO HACTYIIHT paso-
gapopauue. Poccug HavHeT HeKaTh cele JIPYTHX COI3HHKOB, 4 eBponeiiiib
BHOBb BCPHYTCS K TP/ MIIMOHHBIM PA3TOBOPAM 00 OTPOMHEIX pasMepax
Poccun waH kyAbTYPHBIX pas/uuHsaX. FcTopuyecknit uraHe Moxert 6bTh
BHOBB YTYIIEH,

Unit 5. Business Ethics

A. Read the extract from the article from the CNN Money website
and complete it with the expressions listed.

figure out special ethics policies

operate presentation support exceed
small-business owners value effort
business contacts gift consulting
Choosing Business Gifts

Making a good impression at the holidays with your best customers.

New York — Wondering what type of holiday gifts to give your ... (1)?
Take a tip from the experts: If you can't give an absolutely perfect present,
don't give one at all,

... (2) don’t have to spend a ot of money when they want to remember the
customers who have given them significant business throughout the year.
A sincere ... (3) and a tasteful ... (4) will make a more lasting impression.

“The person should feel that you really ... (5) their business,” said Gud-
run Bellerjeau, of Pleasant Valley Exquisitum in Knox, NY. You want to
give semething that says, “You are ... (6). I appreciate your business, your
effort, your ... (7)."

Before you ... (8) what gift to get a business contact, find out if you're
allowed to give a gift at all.

“Lots of companies (and most government agencies) have ... (3) which
may allow or disallow the giving or receiving of gifts,” said Ellie Kittle,
president of Regalo, a corporate ... (10) company in Menands, NY. “Don’t
put your client in a funny position of having to give your gift back.”

Federal employees ... (11) under a policy that says the sum of all gifts
received in one year cannot ... (12) $ 25. That includes meals, drinks or
other gratuities that could be misconstrued as a kickback.
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Private companies that once gave generously to clients at Christmas
time have scaled back in recent years, and have adopted the government
guidelines for themselves,

B.

After filling in the gaps read the extract once more and decide

which of the statements are True and which are False and write T for
True and F for False.

1.

* + + + & 5N W

You can make a present even if you don’t know your business con-
tacts preferences.

. It is important to spend a great amount of money to show your res-

pect to your customers.

. You can make a more lasting impression without an expensive gift.
. Your business contacts are allowed to accept valuable gifts.

. A gift exceeding $ 25 can be considered as a bribe.

. Give Russian equivalents and make up your own sentences:

expression of appreciation;
subtie and appropriate;
business-to-business giving;
prioritize;

lasting appeal.

D. Translate the following sentences into Russian.

1.

“We do customized greeting cards for our clients, but we don't give
a lot of gifts.” If the agency does give a gift, “it would not exceed $ 25.”

2. Jeff Corcoran, who runs Applied Success Retail Consultants in Ballston

Lake, NY, acknowledges that it’s a more stringent corporate environ-
ment today. The generous year-end bounties that were part of his
father’s business era have no place in his own.

. Corcoran says he doesn’t give his clients gifts, “because I'm a consul-

tant, and that would be considered a conflict of interest.”

. Even the merchant operating on a shoestring can keep an attractive

plate of holiday cookies on the counter for walk-in customers. It do-
esn’t cost much, and you’ll leave your customers with a good taste in
their mouths — literally.

. “We give out a lot of product samples and brushes around the holi-

days,” said Mary Lusio of Amelia’s Hair Designs in El Centro, CA.
Free samples normally distributed year-round can take on a holiday
theme simply by being displayed in a more decorative, festive conta-
iner,
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E. Render the extract from the article using the active vocabulary.

Buepamtsst BeTpeua raags pocCHRCKOH HedTANGH komnaHuu «KOKOC»
Muxanma XofopKOBCKOro 1 IpeiceaTess COBeTa AMpeKTapoB « Kpaphep»
Xapasibaa ApukeapHa B Ocsio nmpowna B 06CTaI0BKe BpakAeGHOCTH, Ha-
MOMHHUEMNIEH ¢ BpeMeHaX X0A0AHoil BORHbL

Korna «IOKQC» 6b11 npocTo 0AHHM W3 KPYTIHBIX KAHeHTOB « KBapHeps,
- OTHOWeHHd KoMIAaHHIT GplTH 30posuMH. Kynue 22 % aknui sroii anrsio-
HOpPBeKCKOH HHJKeHepHOIT TPy b, MepesknBalomeil cefiuac cAoKHbe Bpe-
MmeHa, «HOKOC» sactasrn HopBeruio coMHeBATLCA B UHCTOTe HaMepeHMUIl
Poccuu. B HopBexkCcKoil ITpecce NOABUIOCH IO 3TOMY MOBOLY MHOMKECTEO
nySIUKauuii arpecCHBHOTO XapakTepa.

Te, kro Buepssie yauaa o «OKOCes, 66111 HenpuUATHO yAHBJIEHDL, 06-
HADYZHB B ero IIPOIILAOM HalHhe 6OIbIHOTO YHCIa «CKe1eTOB B LIKagax»,
2 9TC [IPHCYIUE MHOTHM POCCIHIICKIM KOMITAHHAM, BOSHHKIIHM B JIeBAHOCTBIX
IoRAX WM NepeKHBILNM TO TpeBoKHOe decaTHneTHe, Ho te, kTo Habmio-
AaeT 3a PBOJICHHEH POCCHICKOH BKOHOMHKH, BUAAT H [OAONKHUTEAbHbIC
TEHACHLIMY, He AAKOLIHE MOKa BOIMOKHOCTH AENaTh OKOHYATEIbHbIE BHIBODL.

3a mocieanHe gBa roga « QKQC» npepparuiaca U3 KOpHOpauHH-IAPHH
B JII0OMMYHKA MECTHOIO HHBECTHULIOHHOTO co00ILecTRa.

Unit 6. Accounting

A. Read this article from the CNN Money website and complete it
with the words listed.

stocked liability niche matters related
assessment outpaces  protection succumbed

loss restate methodology

Kmart May Restate Results

New York (CNN/Money)} — Kmart Corp. is delaying filing its finan-
cial report for the fiscal year that ended in January, and it warned Wed-
nesday it may ... (1) results.

The Troy, Mich.-based discount retailer, which filed for bankruptcy ... (2)
in January, said the delay in filing its 10-K annual report with the Securi-
ties and Exchange Commission will give its new management team time to
complete an ... (3) of the company’s accounting policies and methods.

Kmart said it may restate results for last yvear due to a possible change in
accounting ... (4) as well as a previously announced investigation concer-
ning various accounting ... (3).
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The restated results could include a ... (6) “significantly higher” than
the $ 244 million loss it reported for the fiscal year ended Jan. 31, the com-
pany said.

Kmart spokesman Jack Ferry said the accounting issues are .., (7) to an
internal and SEC investigation into vendor contracts and general ... (8)
reserves.

Kinart, which was the nation’s No. 3 retailer in terms of sales last year, ...
{9) to competition from Wal-Mart, the world’s biggest company, and Tar-
get Corp., another discount chain.

Sloppy, poorly ... (10) stores, many of which were in need of renovation,
drove consumers to other retailers, particularly Wal-Mart, which far ...
(11) the industry in everyday low prices, and Target, which grabbed
a slightly more upscale ... (12) with its high fashions at low prices, analysts
have said,

Many on Wall Street blamed Kmart’s ultimate fal in part on Chuck
Conaway, the former CEO hired two years ago to turn the chain around
and who tried going head-to-head with Wal-Mart on price, something no
retailer has been able to do.

B. After filling in the gaps read the article once more and decide which
of the statements are True and which are False and write T for True and
F for False.

1. The Troy delayed filing its annual report because it was not satisfi-
ed with the assessment of its accountants.

2. Kmart decided to change its accounting methodology.

3. The loss in the restated results for last year will be much higher.

4. Vendor contracts and general liability reserves are being investiga-
ted at the moment.

5. Kmart won the competition with Wal-Mart,

C. Give English equivalents and make up your own sentences:

¢ 1e6HTOPCKAA 3AA0MKEHHOC TS, HE OIUIAYEHHAS B CPOK;

CIIMCBIBATD (IOJHOCTDIO,

cyeT HpuOBLIelt M YOBITKOB;

OTYeT O 10X0/1ax;

MTOroBas CTPoKA cueTa Npubbaeil i YOBITKOB B I'O/IOBOM OTYeTE.

D. Translate the following sentences into Russian.

1. We send a reminder to customers who haven't settled their accounts.
2, The company has a weekly payroll of about $100,000.

3. Buying that machinery has seriously depleted our reserves.

* ¥ &+ &
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4. The rent for the office is already 3 months overdue.
5. Such items as buildings and machinery are known as fixed assets.

E. Render the extract from the article using the active vocabulary.

[IponomkaBiascsa YeTbipe Mecsana ay uToOpcKas NPOBEpPKa 10Ka3ana,
uTo akTHEb <«[a3npoMa» AeHCTBHTENBHO YXOAMAM Ha CTOPOILY, HO TIPH
HTOM, NO ZAHHBIM MOCKOBCKOH MHBECTHIHOHHOH KoMnaHuu «O6nenunen-
Has Munancopas pynnas, He OO HAPYLIEHO HUHKAKUX 3aKOHOB. Cpenu
knuenToB O@T ecth akinonepn «lasnpoMas, npeacTap/ieHHble B coBeTe
JAHPEKTOPOB.

«[1oaTBEp/IMANCH MHOTHE T10/I03PeHHA aKLHONEPOB», — 389K Bopc
Menopos, NPeiCTABUTE b MHTEPECOB MUHOPHTAPHBIX AKI(AOEPOB B COBE-
Te AUPEKTOPOB, OTMETHB, YTO «3TO He ABJIAETCA CTONPOLEHTHOI OTKPHITON
6opuioil, kKorAa Bee HapYINEHUS HeMe/LTEHHO UCIIPABATIOTC S ».

«XOTs HEKOTOPBIE YAYULICHHS IIPOI30HAYT, HAM MPIIETCH NPOBOAUTD
AHAMI3 KOHKPEeTHBIX A€HCTBUIH Ha AOJTOCPOUHBHE MEPHON», — CKa3aR
Denopos.

AyaUTOPEI CKa3alK, 4TO UM He Oblia TpelocTaBieHa undopmauua, 1a-
101128 BO3MOXHOCTb OTBETHTD 11 IMABHBIN BONPOC: HOAYUAIOT JIII PYKO-
BOJANTEM1 BHIFOAY 3a c4eT akTHBoB < Tephi».

YacTb vilepba, BHABAEHHOTO B XOe HPOBEPKH, MOXKHO BO3ZMECTHTS.
B oTueTe roBOpIiTCA, KakiM 06pa3on «[a3Mpoa» MOKET BepHYTb cefe KOH-
TpoJb Hall cHOUpekol rasogobuiBaloniei koMnanweil «flyprass, npojan-
HOI no pemnerke «ltepes B 1999 r.

Unit 7. Banking

A. Read the article from the CNN Money website and complete it
with the expressions listed,

operating income  diluted issuer improvements
environment net income  edged up credit costs
deterioration assets shares lift

Bank One Tops 1Q Target

Credit card business helps ... (1) profits at No. 6 U.S. bank; second-
half improvement seen.

New York (CNN/Money) — Bank One Corp. posted improved first-qu-
arter results Tuesday that were slightly better than Wall Street expectati-
ons, and the bank said it is beginning to see ... (2} in business conditions
that could help results in the sccond half of the year. The No. 6 banking
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company in terms of ... (3) posted earnings of $ 787 million, or 67 centsa ... (4)
share. That's 1 cent a share better than the consensus forecast of analvsts
surveyed by First Call and up from ... (5) of $ 679 million, or 58 cents a
diluted share, a year earlier. ... (6) from commercial banking fell 27 percent
to $ 143 million, but retail banking income, its largest contributor, ... (7)
1 percent to $ 343 million while credit card income climbed 61 percent to
$ 239 million. Bank One is the largest ... {(8) of Visa credit cards. “While
the credit ... (9) remains challenging, we are beginning to see a slowing of ...
(10} in parts of our business,” CEQ James Dimon said, “Although this is
not expected to improve ... (11) in the near term, it could tead to improve-
ment in the latter part of the year.,” ... (12) of Bank One lost 77 cents to
3 41.21 Monday.

B. After filling in the gaps read the article once more and decide which
of the statements are True and which are False and write T for true and
F for False.

1. Credit card business is profitable for Bank One.

2. Wall Street expected worse first-quarter results.

3. The consensus forecast of anatysts was 68 cents a diluted share,

4. Credit card income was higher than operating income from commer-

cial banking.

5. Credit costs can be improved in the near term.

C. Give English equivalents and make up your own sentences:

¢ 33CTpaxoBaHHbie HAHKOBCKHE NENO3NTHL;

¢ TparTa, BLHICTABNEHHAA OAHHM OaHKOM Ha APYToii;

+ HeyNIaueHHBIH, 1 pocpoYeHHbIIT;

+ OJIaHK, 3amONHAeMBIH NPH B3HOCE CYMMEI HA TEKYIUH cYeT;

¢ TOCTOSIHHOE IIOpYYEHIe,

D. Translate the following sentences into Russian.

1. The Central Bank chairman, speaking before the Senate Banking
Committee, objected to last year's recommendation by the Federal
Deposit [nsurance Corp. (FDIC) that the $ 100,000 limit on guaran-
tees for bank deposits be raised.

2. “In [the Fed's] judgment, neither financial stability, nor depositors,
nor depositories are being disadvantaged by the current ceiling,” Gre-
enspan said in his prepared testimony.

3. Earlier this month, the House Financial Services Committee overwhel-
mingly approved a proposal to raise the limit to $130,000 for most
individual accounts.
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4, While acknowledging that the deposit insurance system needs reform
and agreeing with other FDIC recommendations, Greenspan took
Bush's side, saying raising the ceiling would “reduce the incentive for
market discipline, without providing any real evident public bene-
fits.”

5. Avrash of bank failures in the United States during the Great Depres-
ston fed to the institution of federal deposit insurance in 1934,

E. Render the extract from the article using the active vocabulary.

Baaaumup PalueBckyii cTan HOBBIM NpefcejiaTenem npasienns MAM-
banka, mosnbaywouerocs 3a pydexom pemyraleil Haes1ioro poccHiicko-
ro GaHKOBCKOTO yUpeskAeHUL. ITo Aef0BOH OaHK 3alIHIMAETCSA. B OCHOBHOM,
TOproBAeil HHocTpaARoi BamioTolt. Ol ynpaBrseT aRyapaMu B passepe
1,5 MApIL A0ATaPOB, & usicTast PUbLIAL GaHKa 32 NPOLLIEII IO COCTABIEA
120 suma noanapop. Baagumup Pawescknil, uaxozupmuiics B #ehepe
Npoe3aoM, A ITHTEPBBIO KOpPecnoHAeHTY razeTrl Le Temps.

— Bul pricyveTe oueHb CYPOBYIO KapTHHY 6aHKOBCKOTO ceKtopa B Poc-
CIH: 32CHJIBE FOCYAAPCTBEHHBIX OAHKOB, N0OX0E YITPARACHHE TTPEANPHATH-
Amit... Yero emenyer xaath B Oyayiem?

— Texyuinit MOMEHT, AeHCTBUTENBHO, He CAMILKOM ONATONPUATHEIH, HO
Grarozaps pedopMam CHTYaLMA ZOMKHA YAYYIOHTRCS Yepes IBa WIH TPH
roga. Jo 2004 r. Bce GaHKH TOMKHBI NepeifTH Ha MEXIYHAPOIHbIE CTAH-
AapThl CHCTEMB yueTa, Ml npusieHsieM HopMBI yieta LAS ¢ 1994 r. dpyroit
MOMeHT; SY¢T YBEAHYeH pa3yMep MHHIIMAMABHOTO 00543aTeILHOIO KalllTa-
A3, HeoHX0AHMOTO At OTKPBITHA DaHKa. ITO NPUBCAET K 3HAUHTEABHOMY
coKpalbe 10 YHeaa 6aHKoB. Ellle Aeckonbko JeT Ha3aA UX HACHHTBIBAIOCH
Goace 5000. Ceituac yike ve Gonwme 1700 6ankos. U g nymaio, 4To yepes
1mstTh JeT ocTaHeTes 300 uan 500 Sankos.

Unit 8. Financial Markets and Investments

A. Read the extract from the article from the CNN Money website
and complete it with the expressions listed.

curb highs spurred flat equity market
soared import tariffs pickup jump
regained  rallied fueledslow-growth

Steel's Red-Hot Resurgence

Steel stocks have ... (1) as the economy rebounds and the tariffs ta-
ke hold, but can they go higher?
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New York (CNN,/Money) — Steel stocks have ... (2) some luster in recent
months as the economic rebound has spurred demand for steel and inves-
tors have bet the ... (3) that took effect Friday would help the industry.

The question for investors now is, do the stocks have much room to rise
further or is the party over for this typically ... (4) sector?

“We think some of these stocks are attractive. Steel prices are rising and
a number of these stocks have made a strong move in a ... (5), but some of
them are starting to look a little pricey,” said Wayne Atwell, analyst with
Morgan Stanley.

The rally in steel stocks in part reflects an increase in the price of steel,
due to the ... (6) in the economy even before the tariffs took hold. The
stocks of major U.S. producers of hot-rolled sheets of steel, used for car and
appliance manufacturing, have ... (7) from their post Sept. 11 lows.

" In January, hot-rolled sheet cost about $ 210 a ton, but now prices are
reaching $ 330-to-$ 350 aton, near the ... (8) hit in late 1997 and into 1998,
according to Mark Parr, industry analyst with McDonald Investments.

A combination of strong car sales ... (9) by incentives from auto compa-
nies, reduced supply due to mills going dark, and talk of the coming tariffs
... (10) the recent price increase, Parr added.

“In advance of the tariffs, the mills were in the market indicating [the ta-
riffs] were coming and encouraging buyers to get orders in,” he said. “The ta-
riffs were higher than some investors expected and reinforced the price... (11).”

The Bush administration announced the tariffs last month, saying the
duties ranging from 8 to 30 percent would help ... (12) cheaper steel from
flooding the US market, allowing a key domestic industry time to get back
on its feet.

B. After filling in the gaps read the extract once more and decide
which of the statements are True and which are False and write T for
True and F for False.

1. Demand for steel has increased due to the economic recovery.

2. Investors are sure that stocks have much room to rise further.

3. Steel stocks depend on the increase in the price of steel,

4. In 1997 the price of hot-rolled sheet was $210 a ton.

5. The Bush administration hoped that the tariffs would prevent the

flooding of the US market with expensive steel.

C. Give English equivalents and makeup your own sentences:

+ Hauboxee NONyAAPIIbie AKIIMH, HMEIOLUIHE BHICOKMI KYPC;

¢ pa3MelllcHHE aKIiii;

4 TEepPexXoJuTh B APYTHE DYKH;
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+ PLIHOK ¢ TIOHWXATeAbHOH TeHAeHIHel;
¢ TIOBBILIEHHE 1leH,/KYPCOB Ha PhIHKE.

D. Translate the following sentences into Russian,

1. The staggering number of steel companies seeking bankruptcy pro-
tection since 1997 is a sign of the industry’s plight in recent years.

2. The stocks of all three companies are currently trading under a dollar.

3. Reflecting improved prospects for some of the companies, Morgan
Stanley upgraded US Steel recently to an “overweight” position from
“equal-weight” due to “tightness in the market and our expectation
for higher prices.”

4. The 2003 price-to-earnings ratios for the large steel companies, ex-
cept Steel Dynamics, are at a premium to the ratios following the last
steel high in late 1997.

5. Since steel is a slow-growth industry, steel stocks typically trade at
a discount to the S&P 500, which is trading at about 23 times ear-
nings for 2003, according to First Call.

E. Render the extract from the article using the active vocabulary.

o manaeM UacTuryTa MexayHapoaHoro (HHAHCHPOBAaHHSA, 3TOTO BJIK-
ATENBHOro KAY6a BEYIIHX MHPOBBIX (PHHAHCOBHIX yupexaeauid, B 2001 r,
nopTdesbHbe KAMHTAIB YXOAHAN U3 DA3BHBAIIHXCS PKOHOMHK. 3TO
BpA/L M MOXKeET cTarh OaaronpuATHHIM GOHOM 1as koHdbepennmun OOH
no GUHAHCHPOBAHNIO Pa3BHTHS, KOTOpasd NPoHZeT B 3TOM MecsAlle B MeK-
cukaHckoM MoHTeppee, YTo MOXHO CA€AaTh A TOLO, YTOGH HANPABHTh
KaIlUTaJbl 0OpPaTHO Tak, YTOGH 3TO CYKNAC HHTEPECAM Kak HHBECTOPOR
Pa3sBUTOTC MDA, TAK Y PasBHBAKMIMXCH IKOHOMHK?

Alipa Mutactelii, onsITHEL OPHCT, BO3EAABASIONMNE KOHCYALTALHOHHYIO
rpynny Muposoro 6aHKa o YaCTHOMY CeKTOpY, CYMTaeT, YTo Jioboe pelne-
HHe JO/LKHO IPUANMATD BO BHAMAHIe O4eBHAHBI (DAKT — KaNnKWTANI CKITOHEH
neperexark B Te TOCYAAPCTRA H T€ KOMIAHWH, KOTODHE AEMOHCTPHPYIOT
OTBETCTBEHHOE OTHOLIEHHe K NpofsieMaM KOPNOPAaTHBHOIO YNPapieHws.
Mocne 1997—-1998 rr. ero npusbBE HAXOAHT Bee Hoablie 1 Hoblle RHAMA-
TeJIbHBIX chylIaTeseH, :

OnHako HeaBHee pellleHHe KaMH(pOpHHICKOro leHCHOHHOTO (DORAR
Calpers, KOTopBIH peuyH IpoAaTh BCe CBOH TaHAaHACKHE, PRIUNNTHCKHE,
Manasuiickie, HHAOHe3WCKHe aKLIHH B CBA3H ¢ IpobaeMaMH Kopnopa-
THBHOTO YIPABJCHHS, B TOM YHCHe HH3KWUMH CTaHAAPTaMH Ha PhIHKe TPY-
Jla U OTCYTCTBHEM PaskIaHCKUX cBobOM, 3aCTABUIO Pa3BHBAIOIINCA MHp
33[yMaThCA 0 TOM, KAK HMEHHO OH JIoJKeH ceba BecTU. MoxkHo AU 310 Haa-
BaTh CONHAIBHO OTBETCTBEHHBIM BRIGOPOM HHBecTHINIA? HTu 310 puMep
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TOI'O, YTO HEKOTOpPHIE SKCIEPTH B 0BAaCTH KOPHOPATHBHOMO YIPaBACHHS
HAa3BIBAIOT «HEMBIM KanHTaa0M»?

Unit 9. The Role of Government

A. Read the extract from the article from the CNN Money website
and complete it with the expressions listed.

compensate stress pointed out disagreement
worsened storm regarded  difficulties recession
further addressed shutdown

Airline Relief Debated

While seeking cooperation, European officials also want end to sub-
sidization.

New York (CNN/Money) — Officials from the global airline industry
talked Sunday at the World Economic Forum about ways to help it reco-
ver from a “perfect storm” of terror attacks and financial ... (1), And while
they agreed that global coordination was necessary to solve the industry's
problems, there was ... (2) about the role governments should play.

“The air transport industry is in sort of a perfect ... (3), in which a series
of events have coincided — many of which we've seen once or twice before,
but never all at once — and it has put tremendous ... (4) on the system,”
said Dan Lewis, president of management consulting firm Booz Allen Ha-
milton Inc.’s worldwide commercial business.

Beginning in late 2000, the industry suffered first from high oil prices,
then from a US ... (5), which led to a global recession, which was ... (6) by
the Sept. 11 terror attacks. The attacks themselves led to a ... (7) of US air
traffic for four days, followed by increased security costs and a dramatic
reduction in traffic.

Even before Sept. 11, Lewis ... (8), the industry had serious infrastructu-
re problems that will also have to be ... (9) eventually.

“It cannot be that alliances which are necessary for this industry and for
customers worldwide will be ... (10} from a different point of view here in
the United States by the Department of Transportation than they are by
our European Commission,” Weber said.

While the officials also agreed that the US government was correct to ...
(11) US airfines for losses they suffered immediately after Sept. 11, there
was disagreement about the ... (12) role of governments in helping the air-
lines, both in the United States and the rest of the world.
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B. After filling in the gaps read the extract once more and decide
which of the statements are True and which are False and write T for
True and F for False,

1.

2.

3.
4.

3

The officials from the global airline industry agreed that governments
should play a more active role.

The system is under tremendous stress due to the coincidence of a se-
ries of events,

Global recession led to a US recession.

Alltances that are necessary for this industry should be regarded dif-
ferently in the US and Europe.

The officials approved the fact that the US government had paid US
airlines for losses after September 11.

C. Give Russian equivalents and make up your own sentences:

*
L4
L
L
+

family-friendly employment practices;

halt arms exports;

under scrutiny;

overall competitiveness strategy;

create flexible career structures and opportunities,

D. Translate the following sentences into Russian.

1.

2.

It is rather important that this industry get back to a level of profita-
bility that can sustain it.

The officials were in lockstep that a “harmonized” effort is necessary
to fix the airline industry’s problems, including standardized security
procedures and a more cooperative approach to competition issues.

. The European officials were adamant that subsidies for ailing airlines

be eliminated.

. Some American companies are benefiting from government assistan-

ce and unfairly competing with European companies for trans-Atlan-
tic routes.

. Whenever you have a system that doesn’t produce a reliable process,

it behooves governments to intervene.

E. Render the extract from the article using the active vocabulary.

Yro Kacaercs BHyTpEHHEﬁ NOAHTHEMY, Npe3HeHT HAKOHEI-TO OTKa3as-
€51 OT CBO€# TOYKHU 3PEHUSA, YTO JIPABHTEIILCTBY He CJeAyeT BMEIIMBATHCS B
6H3HeC, 3aABHB, YTO KOHTPOJIb HajJ q)HHaHCOBOﬁ OTYETHOCTLIO KOpmOpa-
i GyneT Toabko yecTodaThes. Byl He ckasas caoBo «IHpos» NPAMO,
HO BBIPA3HA PE3KOE HEAOBOJALCTBO TEM, YTO AOKHDBIE q)HHaHCOBbIe Jaanne-
HHUA KOMITAHHUH HAHEeCAH ymepﬁ JIIOJEAM.
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«H npomy KoHrpecc BBecTH B AelicTBUe HOBLIE MeXaHM3MEI 3allHTHI
[ICHCHOHHBIX 2HOB, — ckasar Byul itor anaoancMenTsl. — CoTpyaHUKY,
pa60TaBmue TaK YOOPHO H KOMHBIIHE ACHBI'Y BCIO KH3Hb, HE JOJUKHEL
PHCKOBAThL NOTEPATE BCE B TOM CAYYAaeE, eC/Ii PYXHET HX KoMNlaHms»,

Bym caenan obemanue B nyxe KIHHTOHa — HCIIO/b30BATh BAACTHBIE
NOJMHOMO4YHA 1PaBATEALCTBA AAA CO3RAHHA paSOme MeCT H 3aHHThi J10-
Aeit, He HMEIOUMX MEAHUMHCKOH CTPAXoBKH. JTo — peakas nepeMeHa Ho
CPaBHEHHIO € €T0 HHayYTYPAUHORHON peyblo, KOTRa OH cKazal aMepikaRr-
I1aM, YTO <BaLlH JIEHCTBIS He MeHee BaKHBI, YeM JIoOble AeiicTBYS Tpa-
BHTEABLTBa»,

Unit 10. Monetary and Fiscal Policy

A. Read the extract from the article from the CNN Money website
and complete it with the expressions listed.

growth levels  effort catch up reversal
end product synchronized  lift structural
brainstorming  disagreement fiscal and monetary

stim ulus coordination reforms
A Patchwork Recovery

WEF panels say US economy looks set to recover, but ... (1) needed
in Europe, Japan.

New York (CNN/Money) -- Most participants at the World Economic
Forum's annual meeting here believe the global economy will eventually
recover, but many think it will be a patchwork recovery, unlike the .., (2)
recession of 2001.

... (3) sessions and workshops Thursday and Friday produced a general
consensus that US policy makers, particularly the Federal Reserve, had
responded appropriately to last year’s recession. The world’s other large
economies, however, need to ... (4).

Most participants thought the U.S. economy is set for a recovery, tho-
ugh there was some ... (5) about the size and strength of that recovery.
Many expect a weak, slow recovery in the United States, and some even
expect another ... (6) before sustainable growth returns. CEOs in the Uni-
ted States are among those most pessimistic, according to US Treasury
Secretary Paul O’'Neill, who spoke at a brainstorming session Thursday.

O'Neill pointed to strong productivity growth as contributing to strong
economic growth in the United States and the world. Other economists
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believe aggressive ... (7), combined with low oil prices, will boost the US
economy.

There was disagreement about whether or not a coordinated policy ...
(8), similar to the one that came immediately after the Sept. 11 terrorist
attack, was necessary to ... {9) the global economy. But there was a consen-
sus that Europe needs structural reforms before it can reach sustainable ...
{10) and that Japan neceds serious reforms before it can even stop its reces-
sion.

“Tdo think there is a need for ... (11) of economic policy, but this doesn’t
mean hat everybody has to do the same thing, and there has to be a recog-
nition that if the individual houses are not in order, the ... (12) cannot be
a good one,” French finance minister Laurent Fabius said in a workshop
Friday.

B. After filling in the gaps read the extract once more and decide
which of the statements are True and which are False and write T for
True and F for False.

1. European and Japanese econosmies are ready for recovering.

2. Many participants consider that global economy recovery won't be

simultaneous and uniform. '

3. The actions of the Federal Reserve were generally approved at bra-
instorming sessions,

4. Sone economists believe that aggressive fiscal and monetary stimu-
lus is everything that is needed for the boost of the economy.

5. Coordinated policy effort is necessary to lift the global economy.

C. Give Russian equivalents and make up your own sentences:

+ non-transparent business practices;

¢ corporate accounting;

+ access to world markets;

¢+ recurring theme;

¢+ to level the playing field for developing countries,

D. Translate the following sentences into Russian.

1. Though the United States apparently has its house more in order
than Europe's or Japan's and is widely acknowledged as the locomo-
tive pulling the rest of the world behind it, it should not be compla-
cent.

2. In fact, there are some similarities between the problems that have
befallen Enron, Global Crossing and other US companies and the
problems underlying the Asian financial crisis of 19971998,
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3. “There was a very strong moralistic streak from the advanced co-
untries, and the United States in particular,” Krugman recalled of
the debate surrounding the Asian crisis.

4. Horst Kohler, managing director of the International Monetary
Fund, also drew applause when he called for an end to agricultural
subsidies in the United States and Europe that hurt developing co-
untries.

5. “I hope this Doha process is not a process where the two elephants,
Europe and the United States, make a deal, and in the end, the deve-
loping world is left out,” he said.

E. Render the extract from the article using the active vocabulary.

3a nociezHye ABa rojia AeicTBHA JIPABUTCABCTEA IPe3HAeHTa Baagn-
Mupa [lyTHHa, arpeccHBHO NpoOBOAMBUIeTy pedopMEl BO MHOTHX 00acTAX,
B TOM YHEJIE HAJIOTOBYIO, 3EMEAbHYIO, IEHCHOHHYIO, CYAeb1IYIo ¥ TPYI0BYIO,
RPEB3OIIIH JAXEe CaMble ONMTHMHCTHYIbIE 0KKAaNNA, CaMbIM CliabbIM 3Be-
HOM B Lleni pedhopm octagancd GaHKoBCKIH cexTop. bea pagukansumx na-
MelieHH T, KOTopbie Obl TpaHchOPMIPOBAIIN CHCTEMY TIPHOPUTETOB B 2Tk
cibepe SKOHOMIKH, poccHiicKiil 6aHKOBCKI cekTOp DyAeT co3AaBaTh yT-
po3y cTa0HABHOMY J0JITOCPOYHOMY SKOHOMHYeCcKOMY pocTy. Ha npoiioii
nesiene IlyTits oTnpasin B oterasky raaBy LenTpansnoro 6anka Poccuy,
UTO SIBASETCS OAATONPHATHBIM CUTHATIOM,

3amena Buktopa ['epaieHko, pabotapuiero rnapoi lentpansuoro Gau-
Ka ¢ coBeTckMX BpemeH, Ha Cepred HrnaTeeBa, 11epBOTO 3aMEeCTHTENS MH-~
HICTPA HHAHCOB, CBUJIETEABCTRBYET O TOM, UTO OaHKoBCKas pedhopMa He
CHATA ¢ MoBeCTKH A4a. Buepa HoBoe HasHAYenue oxobpuna [ocavma, Oa-
HaKo 3TO JIHIIb HAYalIo.

Biopoxparuveckuit kopnyve LD Poccut, oguH 13 caMblX pasayTHX an-
NAPATOB CPEMIH HEHTPATbHBX Gankor Mipa — 310 86 (00 yenoser, Ecan
ITHM JIIOAAM JATh BOBMOKIIOCTE, OHH GYYT IPO/IOIKATE B COBETCKOM CTH-
Jie IpeIoUnTaTh GopMy colepkaHiifo. lepalze ke HCTIBITEIBAMT H3BPALeH-
HOe YYBCTBO MOPAOCTH, HTHOPUPYA pery.IHpoRanie 6aHKOGBCKOTO CEKTOpA
(B 2000 r. on Kak-TO pa3 Aaxe TOpAc 3aABHJ, UTO He YHTAJ NPABHUTENb-
CTBEHHYIO IPOrPaMMy peopM, KOTOpasi HMeeT OTHOHIEHHe K DaHKOBCKO-
My cekTopy). Hactpoenns cpeny Giopokparoe LG ne cynar Huvero xo-
poulero pedopme GayKkoBCKOTr0 ceKTopa.

Unit 11. Globalization

A. Read the extract from the article from the CNN Money website
and complete it with the expressions listed.
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marred heading off  surged pickup
predict simmering retaliation continuing
policies taking hold clamp down macroeconomic

G7 Sees Global Recovery

World finance leaders ... (1) economic growth, but say risks from oil
markets remain.

Washington (Reuters) — Finance chiefs from the world’s wealthy nati-
ons agreed on Saturday that a global economic recovery is ... (2) as they
unveiled a plan for ... (3) debt crises like the one crippling Argentina.

In a closing statement stressing determination to ... {(4) on groups that fund
attacks such as those that leveled the World Trade Center and damaged
the Pentagon, Group of Seven finance chiefs vowed to do whatever is ne-
cessary to sustain a .., (3) in activity in the face of risks like costlier energy.

But the unity they strove to present was ... (6) over the course of the me-
eting by public displeasure from European officials over hefty US steel duti-
es. Europe has put the wheels in motion for ... (7) against some US goods.

“Economic recovery from the slowdown is under way, supported by
appropriate and proactive ... (8) that were in part a response to the tragic
events of Sept. 11, but downside risks remain, including those arising from
oil markets,” the one-page communiquii said.

World oil prices have ... (9) in recent months, largely because of the
turmoil in the Middle East, A ... {(10) rise could send costs and prices hig-
her in the industrial economies of the G7 — the United States, Britain,
Canada, France, Germany, [taly and Japan.

European officials still were .., (11) after the meeting about trade issues,
spectfically US steel import tariffs.

B. After filling in the gaps read the eXtract once more and decide
which of the statements are True and which are False and write T for
True and F for False,

1. Finance chiefs try to do everything to prevent debt crises,

2. G7is determined to fight against international terrorisms.

3. European officials take measures against some US goods.

4. Oil markets do not pose a threat to the world economic recovery.
5. Events in the Middle East caused a decrease in world oil prices,
C. Give Russian equivalents and make your own sentences:

+ press the point;

+ investment-grade sovereign debt;
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+ deficit on current account;
+ swift and unsettling swings;
¢ severe burden.

D. Translate the following sentences into Russian.

1. As officials mulled the economic future, tens of thousands of protes-
ters marched peacefully through nearby streets, raising their voices
against everything from globalization to Israeli military actionsin the
West Bank.

2. The G7 ministers said that, in the future, agreements by emerging
market countries to borrow money should include debt restructuring
provisions that will clarify what happens if payment problems arise,

3. This represented at least a partial victory for US officials who have
been pushing for a “market-based approach” to handle economic diffi-
culties more smoothly in future than has been the case with Argentina.

4. US Treasury Secretary Paul O'Neill, host of the G7 ministers’ me-
eting, said that Argentina is “still a key concern” and urged authoriti-
es to work with the IMF to craft a comprehensive and workable re-
form plan.

5. There are clearly positive signs of an economic recovery in the Uni-
ted States, but the imbalances in its current account are worrying,
and they should be addressed soon.

E. Render the extract from the article using the active vocabulary.

To, uto cobritus 11 ceHTADpPA NOAOKUIH HAYAI0 HOBOMY 9Ty B MEXK-
ZYHAPOJHBIX OTHOLIEHUAX, He GBLIO HEOKHIAHHROCTHIO. IT0 MPOHIOIG He
BHe3anHo. CKopee, TepaKThl 3aCTABUAM AK€ POMAHTHKOB CTOJNKHYTHCA
C NPOSIBAEHMAMH KeCTOKOCTH, KOTOPbIE ¥Ke cTall HOBOH pealplocThio.

IMogpneHne cynepTeXHOOHS, NO3BONAIOUIMX HeOOMBWHM IPYIIIAM HAHO-
CHTb TaKoii yuieps, KOTOPHI B NPOILLIOM MOT GBITh HCKITIOUHTENBHO JFEI0M
PYK HAHOHAXBHBIX apMuil, yeyrybuao npoitece raobalu3aniny, yeTpaHs-
ole#l Hapbepbl Ha MYTH OCYLIECTRASHIS MeXKAYHAPOMHBIX cenok. Bee ato
B KOHUE NMPOIIJIOTO BEKA ONPeIeNiio ypoBeHs raobansHOM 3aBucHMOCTH
TOCYAAPCTR JIPYT OT APYFa.

30-e roan! ABAANATOTO Beka GBI IOJaMA OTEPSHHBIX BO3MOKHOCTEI.
IIpaanuya nobeny B xonoxnoil Bojine, Janax saMkHyAcs B cebe. Poccus
NepexHIa HECKOMBKO KPH3HCOB, NbiTAsCh TPaHCQOPMUPOBATBECA B AEMO-
kpaTHyeckoe obuwectso. Pacumpenne HATO crano oteetoM Ha obecno-
KOEHHOCTb HEKOTOPbIX LIEHTPANbHOSBpONeHCKHX CTPaH N0 TOBOAY CBOECH
Ge30MacHOCTH, OAHAKO OHO NPHBENC K YXYAMEeHHIO oTHOmeHHA ¢ Poccnei
M HHKaK He cnoceGCTBORANO NMPeAOTBPANIeHHID HOBBIX YIDPO3, KOTOphIe



288 Appendix A

HAYAIU IOABAATHCS Ha ropuaonTe. Mnaus u ITakuctan 0TKPHITO MPOBETH
HCABITAHHA SAePHOTO OPYKHA H NTPOBO3IJIACUIN ceBsl ANepHBIMH ZepiKa-
gami. /lecsaTkn cTpan 3animanucs paapaboTtkoil 61omorHIeckoro opyxns,
pakeT M Jaxe sxepHoro opyxus. CoueTaHue HeBHUMATEALHOCTH, TPaiu-
IIHONHOTO MBIILTEHHS H HEAAEKBATHOL PEAKIHH JAHHIHIO MHp 3penoii
CROCOBHOCTH KOHTPOAHPOBATD PA3BHTHE COOBITYI, TOAPBIRAA TeM CaMbIM
MUPOBOH MOpAIAOK H ocaabasas AefcTBHSA MeXIYITapOAHBIX AOTGROPOB
H AeATebHOCTL MeXKIYHAPOAHBIX oprafysauwii, B ToM uncne OOH.,

Unit 12. Economics and Ecology

A. Read the extract from the article from the CNN Money website
and complete the extract with the expressions listed.

trash costs garbage consulting firm track
analyzing waste removal expenses  consumer
advocacy recycled  trash output business

environmental protection combines environment

Turning Trash into Cash

Young entrepreneur studies garbage in successful consulting ... (1).

New York — Elana Amsterdain, a 29-year-old New Yorker who studied
European history at Columbia University, spends her days ... (2) trash.

Her lifelong interest in the ... (3) inspired her to found Ecosav, a ... (4)
that produced $ 700,000 in revenues last year.

“We work with companies to reduce their ... {3),” said Amsterdam, the
company’s president, on CNNfn’s “Business Unusual.”

With clients such as Williams-Sonoma Inc., Barneys New York, Polo
Ralph Lauren, and the “21” Club, Ecosav helps companies cut their ... (6)
hy 50 to 70 percent.

“This is a great business for me because it ... (7) two interests [ have —
the economy and ecology,” she said.

Amsterdam starts by studying a company’s ... (8). Then she sifts out
items that can be ... (9), such as newspapers, cardboard and white office
paper.

“Companies typically don’t closely ... (10) what they’re throwing away,”
Amsterdam said.

Amsterdam was tending bar after graduating from college in 1989 when
she first got the idea for the company. She noticed that the trash she bro-
ught outside each night was filled with recyclable bottles.
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Later, she lobbied for ... (11) and ... (12) for the New York Public Inte-
rest Research Group and interned at the New York City Department of
Sanitation.

B. After filling in the gaps read the extract once more and decide
which of the statements are True and which are False and write T for
True and F for False,

i. Elana Amsterdam’s job is a trash analyst.

2. She founded Ecosav because she has been iaterested in the environ-

ment for [ast five years,

3. Her aim is to help companies spend more oa their waste removal,

4, Elana studied economics and ecology at New York university.

5. The idea for the company struck her when she worked in a bar.

C. Give Russian equivalents and make up your own sentences:
+ endangered species;

* SOCI0-ecoOnomic pressures;

+ brink of extinction;

+ conservation programmes;

+ habitat,

D. Translate the following sentences into Russian.
1. Afterstints at the Environmental Defense Fund and a waste manage-
ment consulting firm, she founded Ecosav in 1993.
2. She acknowledges her background might not fit her profession. But
she said it’s helped her in the business because she breaks the mold.
3. Her clients initially came to her because of the perception that the
industry was dominated by the Mafia. But the New York City Trade
Waste Commission has cleaned up the industry, she said.
4. Today, clients need her help to sift through all of the options and
competitors in the market.
5. That allows her clients to focus on their own businesses instead of
worrying about their garbage.
E. Render the extract from the article using the active vocabulary.
Wabpanue unaniickoro nrxenepa Panxkennpn [awaypy pykosoatenem
rpynnel akcnepros OOH no sonpocas rmobanasHOro MoTeneHus Bol3Ba-
J0 GecHoKOHCTBO B KPYrax 3allHTHHKOB okpyXainehi cpeapl. B WWTF
(World Wide Found of Nature) nonaraioT, 4T¢ B OTCTPAaHEHHH OT 3TOf
AOJDKHOCTH aMepyKaHeKoro yyenoro Puuappa BatcoMa, M3BecTHOTO CBO-
eil NPAMONHHEHHOCTBIO, HEMANYIO POJIb CHITPAIH MHTEPECH «He(TIHbIX
¥ TA30BBIX KOMMAHHI».
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Briepsrie pemneHte 0 HasHAUeHNH Npedceaarens MexnpaeuTenberseH-
HOH IpYTIIBL SKCAEPTOB Mo TpobiaeMam H3MeHEeHNS Kaumara 6bU10 nof-
Jepxaio He BCeMW yUacTHMKaMHU rofocoranua. B WWF onacawoTes «no-
JUTH3ALHK»> 3TOTO OPraHa, PEIIAIONIErD, 1IPEKe BCErO, HaydHble 3afadm;
ofbeaHeHHe YCHANI yUeHBIX BCero MHpa H 03HAKOMJICHIE MeXKIYHADOA-
HOH roauTHYeckoll 00UECTBEHHOCTH ¢ Pe3y.IbTATAMM NPOBOAHIIHXCH HC-
crefiopaHuii. Kpome 1oro, cylecTBYIOT onaceHid, uto MexdpaBurens-
CTBEHHAM TPYNIA NOA AABJeHUeM IHepreTHUECKHX NoGOn GyaeT roToBuTh
«NPHITIAKeHH B> TOKIa/bl. ITH ONACeHHs 1I0AKPEIAATCS TeM, 4To Paj-
s)kedapa [Tautaypi, noMunMoe Beero npouero, BO3IMaBIgeT KOMUTET B Hed-
tafaoil komnaaun Indian Qil Corporation Ltd,

«Pajxenspa Tlantaypu asagerca takxe avpekropos Tata Fnergy Re-
search Institute, H3BeCTHOTO CBOUMH 3KOMOFUYECKHMI HCCAEAOBAHHAMM, —
roBopuT Xoce PoMepo, rnasa meeffiiapekoii neneranun B Mexxnpasurens-
CTBeHHOI Tpynne skciepTon. — PobepT BaTcon b1 npekpacHbBIM pyKo-
BoAHTenRcM MekIpaBuTenbCTBeHION TPYINEL, GIaroaapst CBOMM JAHYHBIM
KAYeCcTBaM 1 NPeKPacHoMy 3HaHUKe foche. Pagkenapa [lamaypu npusae-
CET HOBBIE NOJOKUTENbHEIE Y€PTH B PYKOBOACTEO MPYNNOi»,

Unit 1 3. Russia in the World Economy

A. Read the extract from the article from the BBC News Online and
complete the extract with the expressions listed,

to some extent former economic growth
small export revenues renowned out of reach
controls adopted prospects governance

investorsexperiencing

Russian Guru Upbeat on Economy

There is no wonder that Russia’s officials and bankers are upbeat on ...
(1) for the country’s economy.

Russia is in many ways ... (2) its best post-communist years.

. {3} is being fuelled by high oil and gas prices, political stability, deval-
ued currency, and structural reforms ... {(4) in the last two years.

Even Boris Fedorov, Russia’s ... (5) finance and tax minister, who is also
a non-executive director of Gazprom and a ... (6) skeptic, said things, while
far from perfect, are getting better.

The fortunes of Gazprom, the world’s largest gas production company,
are... (7) an acid test for those of the country’s economy itself.



Appendix A 291

More than one fifth of Russia’s ... (8) come from gas.

The government ... (9) 38 % of Gazprom, but until recently was unable
to force the company to pay taxes.

... (10} were all-but neglected and mismanagement of the company was
shocking even by Russian standards.

Under the old management, millions of dollars went missing and the ...
{11) was widely seen as lax.

“The company was ... (12) of the law, which is not the case now,” Mr. Fe-
dorov told BBC News Online.

B. After filling in the gaps read the extract once more and decide
which of the statements are True and which are False and write T for
True and F for False.

1. Russia’s officials are very pessimistic on the prospects for the co-

untry’s economy.
. Russia is returning to its best communist years,
. High oil and gas prices are one of the reasons for economic growth.
. Boris Fedorov said that things are almost perfect.
. The main Russian export product is gas.

. Give Russian equivalents and make up your own sentences:

inspection teamy;

“comprehensive health check-up”;

rampant money laundering;

handle economic shocks;

plunge into chaos.

D. Translate the following sentences into Russian.

1. He has headed efforts by a new team to clean up Gazprom's murky
books and banish remnants of the old management that were “mil-
king the company.”

2. He urged the company to get rid of non-gas businesses accumulated
in the past.

3. Mr. Fedorov proposed that Gazprom should sell-off its media assets
and avoid the involvement in politics which characterized its past.

4, Certainly some foreign investors have accused PricewaterhouseCo-
opers of hiding Gazprom's financial wrongdoings in attempt to keep
the contract.

5. Indeed, Russia is not longer an “insider’'s market,” he said, comparing

today’s country to that of the days when the government would sell

* * & * s D B L2 DS
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off profitable state enterprises for a fraction of their value, in return
for financial support in presidential elections.

E. Render the extract from the article using the active vocabulary.

B 3aBepIuiBUICMCS TORY TeMIIBl POCTa HA POCCHHCKOM (DOHAOROM PBIH-
Ke 0Ka3a7HCh CAMBIMH BBICOKHMH B Mupe. 3a Tog wHaekc PTC Buipoc Ha
60 %, DroHoMHuecKHH pocT npeRbicin 5 %, Buepa, pearupyd na onTHMHU3M
Ha peitke, “Standard and Pootr’s” nopbicHa J0oATOCPOUHBIH MeCTHBHT 1
BHelM il samoTHLI KpeanTawe peiituick ¢ B no B+ i nepecsorpen
MPOrio3 co cTabitnLioro Ac o3uTHBIore. HoBble pefiTHHTH To-TIpexie-
MY yKa3blBalOT HHEECTOPAM Ha TO, UTC POCCHHCKHE JOTH BRICOKOPHCKO-
BAHHbI U CMEKYIATHEHEL, HO OHH OTpaXaioT obllee ollyiieHne — B PoccHn
HAYa0Ch HOBOE BpeMsl.

Omnaxo npesngent Baannsup HyTre Ovin npas, BbIKa3aB cliepxaH-
HOCTL B CBOCM HOBOTOAHeM obpanieHm. OH cKas3an, YTO TEMITbl 3KOHOMII-
4eCKOTO PoCTa GIAIN XOPOWHMU, HO Tellepb 3a71aua COCTOHT B TOM, YTOOH
HOBBICHTD Y POBEHD HUSHH POCCUSIH, KOTOPbIE B cBoeM BONBHIMHCTBE BeCh-
Ma GeaHEL MaxpoakoHOMHYECKas CHTYALHT YCEINHO cTaSAIIBHpOBAHa,
Poccuia, nepexoas oT NJIaHOROH 9KOHOMWKH K pELHOUIION, HepekuBaeT ga-
3Y CTPYKTYDPHbIX pedhopal. A 3T0, K4K 10Ka3btBaeT ONbIT Asyn 1 JlaTHH-
CKOH AMepIIKl, — ¢/I0KHBIH 3Tam.

Unit 14. International Trade

A. Read the extract from the article from the CNN Money website
and complete the extract with the expressions listed.

countervailing duties assessed  take effect dumping
penalty commerce increase subsidizing
discretion ruling imports dumped market value

Bush Imposes Canadian Lumber Tariffs

Monterrey, Mexico (CNN) — The Bush administration Friday slap-
ped average tariffs of 29 percent on Canadian softwood lumber ... (1) in
a bid to protect US lumber jobs from subsidized Canadian imports.

Mary Crawford, chief spokesman for the ... (2) Department, told CNN
the tariffs are due to ... (3) in mid-May, following a formal US Internati-
onal Trade Commission determination that Canadian softwood lumber im-
ports are unfairly subsidized. The trade commission issued a preliminary ...
(4) against Canada in May of 2001.



Appendix A 293

The tariffs, known as ... (5), will average 19.34 percent. These are to pu-
nish Canada for unfairly ... (6) its softwood tumber industry. A separate ..,
(7) of 9.6 percent will be applied to punish Canada for selling its softwood
lumber at prices Crawford described as “below fair ... (8).” Together, the
penalties will average 29 percent, Crawford said.

The United Staies imported $ 5.6 billion in softwood lumber [rom Ca-
nada in 2001, according to the Commerce Department. The new duties
could significantly ... (9) the prices U.S. consumers pay for homes, flooring,
outdoor decks, and other products made with Canadian softwood.

Crawford said the duties are .., (10) based on a “scientific forinula” and
that the Commerce Department had “no ... (11)” once it was determined
Canadian imports were illegally subsidized and being ... (12) on the U.S.
market,

B. After filling in the gaps read the extract once more and decide
which of the statements are True and which are False and write T for
True and F for False,

{. The Bush administration imposed tariffs to protect Canadian lumber

jobs.

2, The tariffs will come into force in mid-May.

3. The penalties will be applied to Canada for using high prices.

4. The consumers will have to pay less for the products made with Ca-
nadian seftwood. :

5. The Commerce Department had no choice because Canadian imports
were illegally subsidized.

C. Give Russjan equivalents and make up your own sentences;

+ to shield producers;

¢ preliminary ruling;

+ anti-dumping penalties;

+ trigger;

+ formal petition.

D. Translate the following sentences into Russian.

1. The duties were imposed under World Trade Organization procedu-
res and arose after the ITC concluded that subsidized European steel
resulted in lost jobs and profits for US steel makers.

2. The steel and lumber moves have prompted some US trading partners
to question the Bush administration’s commitment to free trade, but
asenjor administration official said support for free trade policies can
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only be sustained in Congress if the White House enforces existing
agreements.

3. The duties will remain until the United States and Canada negotiate
anew trade pact on softwood lumber.

4, US and Canadian negotiators here and in Washington sought to re-
solve the dispute up until the deadline.

5. The preliminary tartffs have already had a noticeable eftect on softwo-
od imports.

E. Render the extract from the article using the active vocabulary.

Buepa MuHicTp HHocTpanybX Aeda Beauxobputanum Qxex Crpo sa-
SABHA B 11aaaTe 0ONIMH, UTO MTPABHTENbCTBO NepecMaTPHBAET CBOE OTHOLIE-
HUE K TOCTAaBKaM opyx#g Hapaliio; 5To NpousoUio Moce TOTo, KaK Bbl-
ACHHTIOCH, YTO Ha OKKYMHPOBAHHbBIE TERPHTOPHH 6]3'1.,"11/1 BRCOEHDB] TAHKH C
GPUTAHCKIH KOMILIEKTYIOIMIMN, OH HOBTOPHA IPABNTENLCTBEHHYIO
TOMKY 3pEHHA O TOM, HTO M3paHJ’Ib JIOMKEeH BRIBECTH CBOH goficka ¢ na-
JAECTHHCKIX TCPPUTOPHIL.

Tlo cnosam CTpo, 3asIBKM Ha dKCHOPT B Mapausp ToBapos, TpefyiolImx
JAHICHEITH, HO-TIpeskHeMY 6YAYT MOCAe00BATENbHG PACCMATPHBATBCA, 011-
Hako Teneph HHETO He SyaeT Oparek B pacuer 3akepeHuts Mapauas, uto
TEXHUKA OpHTAHCKOTO MPOHM3EOACTRA He GYZeT HCHOAB30BATLCA HA OKKY-
NHPOBAIHBIX TEPPITOPHAX.

B mpouwnoM Mecsne GplTAHCKOMY DPAaBHTEALCTBY CTAN0 H3RECTHO, YTO
tadki «lleutyprons (Mapaine npuobpen ux v Beankobpuraniii B nepu-
on Mexkny 1958 1 1970 ronaas, a 3aTen HA HX OCHOBE €034a1 BpoHeTpate-
MopTepbl } GRLTIT HCHOMB30BAHEI HA OKKYTIHPORAHHBIX TeppHTOpPHAX. M 510
HecMOTP4 Ha fipejocTapaeHke Mapanaes s noadpe 2000 rofga mickMeH-
HbIE 3ABEPEHHS B TOM, YTO BOEHHAA TEXHHKA HPHTAHCKOTO MPOU3ROACTRA
Ha MaXeCTHHCKIIX TePPHTOPHAX He ¥cnonb3yerca., BeankobpHuraHns ax-
CIIOPTHPYET BO&IIHYIO TEXHHI{y Ha TOM yC.?IOBLI}‘I, YTO OHa He JOKHI HC-
ROJIb3OBATHCS IUAA arPecCHH IJH BHYTREHHHX penpeccHit.
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List of websites

Economics and Ecology:
http://biodiversityeconomics.org/trade
www.ag.uiuc.edu/-vista/html
www.ecnc.nl/doc/ecnc
www.weedbonn.org/info/about_e.htm

Monetary and Fiscal Policy:
www.worldbank.org

www.ech.int

www.bankofengland.co.uk
www.federalreserve.fov

Economic Development and Cultural Diversity:
www.gardenswartzrowe.com

www.sagepub.co.uk

www.diversityhotwire.com

Business Ethics:
www.business-ethics.org
www.ethics.ube.ca
www.condor.depaul.edu/ethics

International Trade:

www.ita.doc.gov

www.intracen.org
www.census.gov/gov/foreign-trade/www/
www.uscit.gov

Globalization:

www.globalisation.gov.uk
www.globalreserch.ca

www.ifg.org
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Labour Relations:

www3.gov.ab.co.alrb

www.lra.org.uk

www, labour.gov,sk.ca/relations/

www.nlrb.gov/

www.nilrr.org/

Production and Costs:

www swcollege.com/bef/econ-news_/
econ_news_production_costs htmi

www.ic.gv.ca/scdt/bizinvest

anrcatalog.ucdavis.edu/

Accounting:
www.wiley.com/cda/product/
www.nationatysts.com/who_we_are/
marketing_problems_solving_expert.htm
www.csomar.ni/directory/
WAWW,Ea0,20V
accounting. rutgers.edu/raw/
www.accounting.com
www.accountingweb.co.uk
Banking:
www.array.dev.com/commerce/] IBC/
patriot.net/~bernkopf/
www,thebankingchannel.com
www.banking state.pa.us

Financial Markets and Investments:
www.siliconaley.com
www.sreorge.com.au/code/institution/
www.wall-street.comn
www.fmcenter.org/{mc-superpage.asp
The Role of Government:
WWW.Ippl.org

www.researchmatters. harvard.edu/
WWW.ACS.0TE
www/7.nationalacademies.org

Russia in the World Economy:
www.cia.gov/cia/publications/factbook/geos/rs.hitml
www.mtholyoke.edu/acad/intel /globecon.htm
english.pravda.ru/world

www.vedomosti.ru
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