5.  THE  WORLD  ECONOMY AND GLOBALIZATION

· 5.1. GLOBAL ECONOMY 

Text 2

Scan the text and find information on the following issues.

· Fundamental objectives of the EU;

· Member-states of the EU;

· Main achievements of the EU;

· Monetary policy of the EU;

· Social targets of the EU.

Economic Cooperation. 

A. The European Union

Among the fundamental objectives of the European Union (EU) are economic and social progress and constant improvements in living and working conditions. The European Union was established in 1957. Then it was called the European Economic Community. Its first 6 members were Belgium, France, Germany, Italy, Luxembourg and the Netherlands. Then they were joined by Denmark, Ireland and the UK in 1973, Greece in 1981, Spain and Portugal in 1986, and Austria, Finland and Sweden in 1995, then the Baltic republics (Estonia, Latvia, Lithuania) and some countries of Eastern Europe  (Czech Republic, Slovakia, Hungary, Poland, Slovenia) in 2004, and Bulgaria and Romania in 2007.

 The main achievements of the EU are creation of a customs union, the single market and economic and monetary union. The customs union laid the foundation for free trade in goods. The single market swept away red tape for trade in goods and took a major step toward free trade in services. Economic and monetary union removed many of the remaining obstacles to cross-border investment. It launched the single currency-the euro- and an agreed approach to economic policy.

By 2007 the EU is essentially a single economy in which 13 countries share a single currency. Maastricht criteria, which relate to price stability, the budget deficit, debt, interest rate and exchange rate, determine whether a member state is ready to adopt a single currency. 

The Euro was launched in January, 1 1999 in 11 states. Denmark, Sweden and the UK decided not to adopt the Euro. Initially the Euro was a virtual currency, mainly used for business. The benefits of the Euro: decrease in costs of changing money, easier to compare prices, healthy for competition and good for consumers, ensuring a low-inflation environment and enabling business to trade more efficiently, low interest rates, high liquidity. Euro notes and coins were introduced on January, 1 2002.

European Monetary Union respects a set of rules known as the stability and Growth Pact It commits all EU countries to the principle of balanced budget. 

European Central Bank strives for the stability of the Euro, aims to keep inflation close to 2%. Headquartered in Frankfurt, the ECB is the hub of the European System of Central Banks (ESCB). 

EU invests heavily in providing people with internet skills, in stimulating e-commerce, online government services, health services, European web content and the use of intelligent technologies. The European Commission tackles the problems of red tape, provides easier access to start-up capital and introduces a more efficient patent system. It’s crucial for the EU to close the technology gap with the US and Japan. Pension and health care systems are particularly developed. There’s a robust social welfare system. Governments are aimed at ‘going for growth’ but growth must be sustainable. Fundamental tenets of EU employment and social policy are equal opportunity, equal right to quality jobs, adequate child care, the balance between work and the rest of life. 

A. APEC

Another example of international coperation is Asia-Pacific Economic Cooperation, or APEC, is the premier forum for facilitating economic growth, cooperation, trade and investment in the Asia-Pacific region. APEC was established in 1989 to further enhance economic growth and prosperity for the region and to strengthen the Asia-Pacific community.

APEC is the only inter governmental grouping in the world operating on the basis of non-binding commitments, open dialogue and equal respect for the views of all participants. Unlike the WTO or other multilateral trade bodies, APEC has no treaty obligations required of its participants. Decisions made within APEC are reached by consensus and commitments are undertaken on a voluntary basis.

APEC's 21 Member Economies are Australia; Brunei Darussalam; Canada; Chile; People's Republic of China; Hong Kong, China; Indonesia; Japan; Republic of Korea; Malaysia; Mexico; New Zealand; Papua New Guinea; Peru; The Republic of the Philippines; The Russian Federation; Singapore; Chinese Taipei; Thailand; United States of America; Viet Nam.

Task:Find information in the Internet and explain the difference between OPEC and APEC.

Text 3

Skim the text and find the following information:

1. the difference between the world bank group and the world bank;

2. goals of the WB;

3. the function difference between IBRD and IDA;

4. structure of the WB;

5. functions of the WB;

6. WB projects.

The World Bank

The World Bank Group consists of five closely associated institutions the International Bank for Reconstruction and Development (IBRD), the International Development Association (IDA), the International Finance Corporation (IFC), Multinational investment Guarantee Agency (MIGA) and International center for Settlement of investment Disputes (ICSID), all owned by member countries that carry ultimate decision making power. Each institution plays a distinct role in the mission to fight poverty and improve living standards fro people in developing world. The term the “World Bank Group” encompasses all five institutions. The term the “World Bank” refers specifically to two of the five: IBRD and IDA owned by 184 member countries. The World Bank is a vital source of financial and technical assistance to developing countries around the world. 

The IBRD focuses on middle income and creditworthy poor countries, while IDA focuses on the poorest countries in the world. Through the IBRD and IDA, the World Bank provides two types of loans and credits: investment loans and development policy loans to developing countries for education, health, infrastructure, communications and many other purposes. 

The World Bank is like a cooperative, where its 184 member countries are shareholders. The shareholders are represented by a Board of Governors. Generally, the governors are member countries' ministers of finance or ministers of development. They meet once a year at the Annual Meetings of the Boards of Governors of the World Bank Group and the International Monetary Fund. Because the governors only meet annually, they delegate specific duties to 24 Executive Directors. The five largest shareholders, France, Germany, Japan, the United Kingdom and the United States appoint an executive director, while other member countries are represented by 19 executive directors. The President of the World Bank is nominated by the largest shareholder in the bank, the United States and elected by the Board of Governors for a five-year term.

While the World Bank is best known as a financier, another of its roles is to provide analysis, advice and information to its member countries so they can deliver the lasting economic and social improvements their people need. They do this in several ways: through economic research on broad issues such as the environment, poverty, trade and globalization and through country-specific economic and sector work, where they evaluate a country's economic prospects by examining its banking systems and financial markets, as well as trade, infrastructure, poverty and social safety net issues, for example. They also draw upon the resources of their knowledge bank (by knowledge bank they mean the wealth of contacts, knowledge, information and experience they've acquired over the years, country by country and project by project, in their development work) to educate clients so they can equip themselves to solve their development problems and promote economic growth. Another core bank function is to increase the capabilities of their own staff, partners and the people in developing countries—to help them acquire the knowledge and skills they need to provide technical assistance, improve government performance and delivery of services, promote economic growth and sustain poverty reduction programs. At any given moment in locations around the globe, people are engaged in development projects designed to improve living standards and reduce poverty. The bank is currently involved in more than 1,800 projects in virtually every sector and developing country. The projects are as diverse as providing microcredit in Bosnia and Herzegovina, raising AIDS-prevention awareness in Guinea and so on. 

WRITING

Write an abstract of the passage below. See Students Resource and Activity Manual for references. Do no forget to use the proper connectors. 

The International Chamber of Commerce

The International Chamber of Commerce is the most powerful and prominent organization acting on behalf of more than 7 000 member-enterprises of all business sectors in more than 130 countries of the world. ICC includes the headquarters in Paris, the national committees or the national boards of entrepreneurs, which are situated in 70 countries of the world. 

The International Chamber of Commerce was founded in 1919 with an overriding aim that remains unchanged: to serve world business by promoting trade and investment, open markets for goods and services, and the free flow of capital. Since 1946, ICC has engaged in a broad range of activities with the United Nations and its specialized agencies.

ICC activities cover a broad spectrum, from arbitration and dispute resolution to making the case for open trade and the market economy system, business self-regulation, fighting corruption or combating commercial crime. The main goal of the International Chamber of Commerce is the development of the open system of the international trade and investment within the market economy. The International Chamber of Commerce develops plans, standards and codes, by which the international business is guided, and also represents the business at the highest level especially in such international organizations as the United Nations Organization, the World Trade Organization, the World Bank and others. 
Who may become a member of ICC: Corporations and companies in all sectors; national professional and sectoral associations; business and employers federations; law firms and consultancies; chambers of commerce; individuals involved in international business.

Members of ICC are to pay fees for their membership. National committees pay an annual subscription to ICC's International Secretariat in Paris to meet the organization's administrative expenses. Direct members fall into two categories with their annual dues as follows:

- 1500 EUR per year for 'local' members, i.e. local chambers of commerce, local companies, professional individuals;

- 3000 EUR per year for 'national' members, i.e. national chambers of commerce, national trade associations, national business organizations, as well as companies with a predominant international activity, and occupying a leading position in the country.

ICC membership groups thousands of companies of every size in over 130 countries worldwide. They represent a broad cross-section of business activity including manufacturing, trade, services and the professions. Through membership of ICC, companies shape rules and policies that stimulate international trade and investment. Such famous companies as British Telecom, Canon, Kodak, Electrolux, Ericsson, Fiat, IBM, McDonald’s, Microsoft, Mitsubishi,  Samsung, and Toyota are members of ICC.

TRANSLATION

A. Translate from English into Russian.

The International Monetary Fund

The International Monetary Fund (IMF) was created at the Breton Woods Meetings in 1944. The IMF was to help stabilize currency exchange rates between nations. IMF describes itself as "an organization of 184 countries, working to foster global monetary cooperation, secure financial stability, facilitate international trade, promote high employment and sustainable economic growth, and reduce poverty". The number of IMF member countries has more than quadrupled from the 44 states involved in its establishment. 

Any country may apply for membership of the IMF. The primary mission of the IMF is to provide financial assistance to countries that experience serious financial difficulties. Member states with balance of payment problems may request loans and/or organizational management of their national economies. 
SPEAKING
A.

Arguing the case for the euro
Two work colleagues are having a drink in the pub when one of them spots a newspaper headline: "Britain to join euro?" They are discussing the advantages and disadvantages of the pound or the euro, and the foreign exchange market. Read the dialogue and be ready do the tasks that follow. 
	Luke:
	It would be a terrible thing for Britain to join!

	Heather:
	Why do you say that? I think it would bring great benefits. We are in Europe after all, and it would open up all kinds of business options.

	Luke:
	Name one!

	Heather:
	An enlarged European market would lead to tougher competition. There would be more transparency in business and reduced costs...

	Luke:
	You can't count the small saving on currency transactions as reduced costs. Imagine the cost to the country if we had to bail out Germany or Spain!

	Heather:
	I don't think that's likely to happen.

	Luke:
	Who's to say? Anyway, we are psychologically closer to the States and we shouldn't forget it. Our ties to the dollar have always served us well.

	Heather:
	I think our ties to Europe are much stronger than you imagine and I don't just mean geographically.

	Luke:
	Well, you could say we are tied to Brussels! Every new law that comes along means more regulation for Britain. Do this, don't do that. Monetary union would just compound that.

	Heather:
	Can you not see any of the advantages that have come out of our links with Europe?

	Luke:
	Not really, no.

	Heather:
	Greater stability, economic growth. We couldn't have created the Airbus on our own. We wouldn't have freedom to move around Europe. If we hadn't joined, we would be very isolated by now...

	Luke:
	I bet you're also in favour of a single European state!

	Heather:
	Actually no, I think it's important for each member state to retain its identity.

	Luke:
	But don't you see — a single currency means a single state! We would lose control of our economic sovereignty.

	Heather:
	I think that's a huge exaggeration.

	Luke:
	If Europe got hold of the pound, what would we have? I'll tell you what: higher taxes, more regulations and an interest rate decided in ...

	Heather:
	 ... which of course would be far worse than an interest rate decided by the Bank of England! I'm going to the bar before they call time. Same again?


Notes:

bail out -вносить залог
call time - объявлять о прекращении приема заказов (перед закрытием паба/пивной)
argue the case for / against sth. - приводить доводы в пользу/ против чего-л.
count (sth.) as (sth.) -  считать; (it') рассматривать
enlarged  - увеличенный, расширенный
exaggeration - преувеличение
monetary union - валютный союз
spot (v.) -  (разг.) увидеть
tie (s.)-  связь
Who's to say? -  Кто это может знать?
Task1
Suggest the English equivalents of the Russian words in brackets.
1. There has been a lot of arguing the (доводы).................... both for and against the euro.
2. Some people believe an (расширенный) ....................... market would bring great benefits, such as tougher competition.
3. Some also maintain that the (преимущества)...................... that have come out of Britain's links with Europe are greater stability and economic growth.
4. Others, however, claim that (валютный союз)..................... may mean being tied to Brussels and any new rules and regulations.

B.

Discuss the following issues:

1. What is the responsible role for developed nations to play in the economies of less developed nations? 

2. What are moral and ecological implications of using huge earth resources to sustain the levels of production and growth? 

3. What constitutes a sustainable growth?

4. How much can and should NIC rely on foreign borrowing?

5. How much money for capital investment can NICs reasonably expect to generate themselves?

6. What is your opinion of the classification of nations into developed, newly developed and developing ones? Can you think of another principle of classification? Give examples of other classifitions.

VOCABULARY

alleviate v – ослаблять, смягчать

~ benefits уменьшать льготы
~ economic crisis смягчать экономический кризис

coherent policy –последовательная, согласованная политика

devaluation n – обесценивание, девальвация

dislocation n – нарушение, расстройство

elitist n – человек, принадлежащий к элите

European Union (EU) – Европейский союз

export-oriented – ориентированное на экспорт

fringe groups – группы, не пользующиеся поддержкой

global adj – глобальный, всемирный, мировой

~market – мировой рынок

~economy – мировая экономика

globalization n – глобализация

Group of Seven G-7 – Большая семерка
Group of Eight G-8 – Большая восьмерка

hegemony n – гегемония, господство

economic ~ – экономическое господство

cultural ~ – культурное господство

industrialized or developed nations – промышленно развитые страны
instability n – нестабильность, неустойчивость
International Monetary Fund (IMF) – международный валютный фонд
less developed countries (LDC) –развивающиеся страны
newly industrialized countries (NIC) – новые промышленно развитые страны
non-government organization (NGO) – неправительственные организации
Organization for Economic Cooperation and Development (OECD) –Организация по экономическому сотрудничеству и развитию
site n –стройплощадка, местонахождение
GLOSSARY

· The European Union (EU) - is the union of European contries for economic and social progress and constant improvements in living and working conditions. The European Union was established in 1957. Its first 6 members were Belgium, France, Germany, Italy, Luxembourg and the Netherlands. Then they were joined by Denmark, Ireland and the UK in 1973, Greece in 1981, Spain and Portugal in 1986, and Austria, Finland and Sweden in 1995, then the Baltic republics (Estonia, Latvia, Lithuania) and some countries of Eastern Europe  (Czech Republic, Slovakia, Hungary, Poland, Slovenia) in 2004, and Bulgaria and Romania in 2007.In 2007 there were 27 member-states in the EU.

· Global Market –  Globalization essentially means free movement of goods, services, people, and capital across national borders. This creates global markets for goods, services, labour, and capital. When a business, company or industry has the opportunity to go beyond its domestic market to sell in some other country, one speaks of it entering the international market.
· Group of Seven (G-7 )  - the United States, Canada, Japan, Germany, France, the United Kingdom, and Italy (with Germany, France, the United Kingdom, and Italy comprising Europe’s so-called Big Four). 
Group of Eight (G-8 ) – The G-8 includes G-7 plus Russia, which may best be described as an economy in transition.
APEC Asia-Pacific Economic Cooperation – экономическое сотрудничество стран АТР

· The International Chamber of Commerce (ICC) is the most powerful and prominent organization acting on behalf of more than 7 000 member-enterprises of all business sectors in more than 130 countries of the world. The main goal of the International Chamber of Commerce is the development of the open system of the international trade and investment within the market economy. The International Chamber of Commerce develops plans, standards and codes, by which the international business is guided, and also represents the business at the highest level. 
· Industrialized or developed nations - An industrialized economy has a large base of productive capital, sophisticated banking systems and financial markets, a variety of industries producing a broad range of products, and vigorous and varied international trade. 

· Newly industrialized countries (NIC) - Newly industrialized nations (NICs) have a rapidly growing base of productive capital and rising incomes. Most of these nations have sound governments and banking and financial systems, although they may occasionally be subject to financial or political dislocation.

· Less developed countries (LDC) - Developing nations range from the poorest in the world to those that have begun to build an industrial base, but have yet to achieve stable growth in production and income. These economies are also called underdeveloped, undeveloped, and, most commonly, less developed countries (LDCs). A number of these nations have large, growing urban populations and serious difficulties with unemployment, crime, and poverty in the cities.

· IMF- International Monetary Fund - The International Monetary Fund is like a central bank for the world’s central banks. It is headquartered in Washington, D.C., has 184 member nations, and cooperates closely with the World bank. The IMF has a board of governors consisting of one representative from each member nation. The board of governors elects a 20-member executive board to conduct regular operations. The goals of the IMF are to promote world trade, stable exchange rates, and orderly correction of balance of payments problems.
· WBG –The World Bank Group consists of five closely associated institutions the International Bank for Reconstruction and Development (IBRD), the International Development Association (IDA), the International Finance Corporation (IFC), Multinational investment Guarantee Agency (MIGA) and International center for Settlement of investment Disputes (ICSID), all owned by member countries that carry ultimate decision making power. Each institution plays a distinct role in the mission to fight poverty and improve living standards fro people in developing world. The term the “World Bank Group” encompasses all five institutions. 

· WB - the term the “World Bank” refers specifically to two of the five: IBRD and IDA owned by 184 member countries. The World Bank is a vital source of financial and technical assistance to developing countries around the world. 

5.2. GLOBALIZATION.

DISCOVERING CONNECTIONS

1. How would you define globalization?

2. What are the advantages of globalization?

3. Why do we witness a lot of protests against globalization? 

4. Would you like to work for multinational company? 

5. What problems might managers of multinational company face? 

READING 

Text 1

As you read the text think of its possible outline. 

Globalization
What is globalization? At its simplest, globalization refers to the trend for markets to become world wide in scope. As the result of globalization many businesses trade throughout the world, where is in the past they may have focused on one country, or possibly single continent as Europe.

In 1997 the Economist described globalization thus:

National Economies are becoming steadily more integrated as cross border flows of trade, investment and financial capital increase. Consumers are buying more foreign goods, a growing number of firms now operate across national borders and savers are investing more than ever before in far-flung places. 

Causes. There are several causes of greater international economic integration. In the last 30 years more countries have adopted floating exchange rates, which has lead to the removal of controls on the international movement of capital. In addition, there has been a progressive liberalization of trade culminating in the establishment of the World Trade Organization (WTO). But perhaps the main the factor has been the development of information and communication technology. Firms can locate different parts of their production process in different countries while remaining in close contact. There is also less need for physical contact between producers and consumers.  Any activity that can be conducted on a screen or over the telephone, from writing software to selling airline tickets can carried out anywhere in the world, linked to head office by satellite and computer. Even medical advice or education can now be sold at a distance of the telecoms networks.

Pros and cons. The advantages of globalization are that it allows for an increase in productivity and, therefore living standards. This arises because there is a better division of labor between countries; low-wage economies specialize in labor-intensive jobs while high-wage economies use workers in more productive ways. It also allows businesses to make greater use of economies of scale and financial capital can now be moved to the country that offers the greatest returns.

On the other hand critics of globalization suggest that there are many disadvantages. Competition from low-wage countries could lead to fewer jobs and lower wages in the richer countries. This competition could lead to a “race to the bottom” as countries reduce wages, taxes, welfare benefits and environmental control in order to make themselves more competitive. There will be less scope for countries to set their own economic policies and financial markets could have the ability to cause chaos such as the Asian crises in 1997, the Russian crisis in 1998 and the slow-down in the USA in 2001-2002.   

For Globalization opponents it is a threatening word. It prompts visions of large multinationals dominating the world in pursuit of ever-higher profits. Many groups fear that globalization threatens the environment as well as national cultures. Citizens in rich and poor countries alike are battling to preserve their cultural identities.

Opponents of globalization include people and organizations with very diverse concerns, cultures, and goals. They tend to agree, however, that the benefits claimed for globalization are illusory, or accrue only to elites. One of such organizations is Greenpeace, which is a non-profit organisation, with a presence in 40 countries across Europe, the Americas, Asia and the Pacific. Greenpeace has been campaigning against environmental degradation since 1971 when a small boat of volunteers and journalists sailed into Amchitka, an area north of Alaska where the US Government was conducting underground nuclear tests. Activists of Greenpeace declare: “We exist to expose environmental criminals, and to challenge government and corporations when they fail to safeguard our environment and our future.”

To maintain its independence, Greenpeace does not accept donations from governments or corporations but relies on contributions from individual supporters and foundation grants. As a global organisation, Greenpeace focuses on the most crucial worldwide threats to our planet's biodiversity and environment.

Globalization can be seen as a system integrated by the market and driven by capitalist energies that delivers growth and unprecedented prosperity in which the world‘s poor will benefit most. Alternatively, it is another stage in the capitalist development of the world economy which leads to exploitation of workers and widening gap between the rich and poor countries of the world

Vocabulary Focus

Ex. 1. Make up compound words and translate them into Russian.

	world

cross

far

low

tele

slow

high

labour
	flung

wide

border

wage

wage

intensive

com

down


Answers: worldwide – мировой, всемирный; crossborder – иностранный, зарубежный; far-flung – обширный, широко распространенный; telecoms – телекоммуникационный; low-wage – низкая заработная плата;

high-wage – высокая заработная плата; labor-intensive – трудоемкий; slow-down – замедление, снижение 

Ex. 2. Pay attention to translation of the following  words and expressions:
in addition - кроме того, помимо всего прочего

As the result – в результате

Thus – таким  образом

more than ever before – больше, чем когда-либо
also – также
as well as – a также и 

alternatively с другой стороны,  попеременно
Find them in the text and translate the sentences in which they are used.

Ex.3. Insert the necessary prepositions 

1. At its simplest, globalization refers … the trend … markets to become world wide … scope.

2. As the result of globalization many businesses trade … the world, where is … the past they may have focused …one country, or possibly single continent as Europe.

3. Savers are investing more than ever before … far-flung places. 

4. Floating exchange rates have lead … the removal … controls … the international movement … capital. 

5. There is also less need … physical contact … producers and consumers.  

6. Any activity that can be conducted … a screen or … the telephone, from writing software to selling airline tickets can be carried out anywhere in the world, linked to head office by satellite and computer. 

7. Even medical advice or education can now be sold … a distance of the telecoms networks.

Answers: 1  to, for, in; 2 throughout, in, on; 3 in; 4 to, of, on, of; 5 for, between; 6 on, over; 7 at.
1. The ___ countries are mainly agricultural primary producers whose economy is based on relatively primitive farming methods.

2. Such countries rely heavily on the export earning from the sale of their primary products to the ___ countries.

3. It is usually advantageous for countries ___ their own manufacturing industries.

4. Many countries aim at ___, but few are successful. 

Ex. 4. Match the following common collocations with their Russian equivalents:

	A
	B

	1) мировой, всемирный

2) иностранный, зарубежный

3) масштабы, границы, возможности

4) поток, движение торговли, инвестиций и финансового капитала

5) плавающий валютный курс

6) предлагать самый быстрый оборот

7) обширный, широко распространенный

8) информационная технология

9) процветание

10) разделение труда

11) страны с низкой заработной платой

12) трудоемкая работа 

13) экономия от масштаба

14) сохранить национальную самобытность

15) социальные пособия 


	a) world-wide

b) scope 

c) far-flung

d) flow of trade, investment and financial capital

e) crossborder обширный, широко распостраненный

f) floating exchange rates 

g) economy of scale

h) information and communication technology  

i) welfare benefits

j) division of labor

k) labor-intensive job

l) low-wage economies

m) to preserve their cultural identities

n) to offer the great returns

o) prosperity


Ex. 5. There is a logical connection among three of the four words (or word combinations) in each of the following groups. Which is the odd one out, and why?

1. Globalization, integration, floating exchange rates, social benefits; 
2. far-flung -  flow of financial capital -  information technology - crossborder 

3. to offer the great returns –  to preserve their cultural identity - international movement of capital– telecoms;

4. low-wage industries- labor-intensive job - race to the bottom - unprecedented prosperity;

Comprehension

Ex. 1. Based on your understanding of the text, are the following TRUE or FALSE? Explain why.
1. Nowadays many businesses trade throughout the world, where is in the past they focused on one country, or possibly single continent as Europe.

2. Floating exchange rates has lead to the removal of controls on the international movement of capital. 

3. National Economies are becoming steadily less integrated as cross border flows of trade, investment and financial capital increase.

4. There is also much need for physical contact between producers and consumers. 

5. The main the factor for greater international economic integration has been the development of information and communication technology. 

6. The advantages of globalization are that it allows for a decrease in productivity and, therefore living standards. 

7. Globalization allows businesses to make greater use of economies of scale and financial capital can now be moved to the country that offers the greatest returns.

8. Competition from low-wage countries could lead to more jobs and higher wages in the richer countries. 

9. This competition could lead to a “race to the bottom” as countries reduce wages, taxes, welfare benefits and environmental control.

10. Opponents of globalization include people and organizations with very similar concerns, cultures, and goals.

11. Greenpeace has been campaigning against environmental degradation since 1991.
12. Many groups fear that globalization threatens the environment as well as national cultures.

13. Globalization can be seen as a system integrated by the market and driven by capitalist energies that delivers growth and unprecedented prosperity in which the world‘s poor will benefit most

Answers: 1 t, 2t, 3F, 4F 5 T, 6F, 7T, 8F, 9T, 10 F, 11F, 12 T, 13 T.
Ex. 2. Find in the text the answers to the following questions.

1. What is globalization? 
2. What are the causes of greater international economic integration?

3. What are the advantages of globalization? 
4. What are the diasadvantages of globalization?

5. When was the Asian crises ? the Russian crisis ? the slow-down in the USA? 

6. What do the opponents of globalization think of the benefits claimed for globalization? 

7. What is Greenpeace? 

8. What does Greenpeace do to maintain its independence?
Ex. 3. Speak on:

1. Globalization and global trade.

2. Pros of globalization.

3. Cons of globalization.

4. International organizations fighting against globalization.

5. Greenpece and its activity.

Text 2

Scan the text and find information on the following issues.

· Classification of MNCs;

· Advantages of MNCs;

· Disadvantages of MNCs.

Multinational Corporations: the Pros and Cons

A multinational corporation (MNC) or multinational enterprise (MNE) or transnational corporation (TNC) or multinational organization (MNO) is a corporation or enterprise that manages production establishments or delivers services in at least two countries.

Multinational corporations (MNC) are often divided into three broad groups:

· Horizontally integrated multinational corporations manage production establishments located in different countries to produce the same or similar products. (example: McDonalds) 

· Vertically integrated multinational corporations manage production establishment in certain country/countries to produce products that serve as input to its production establishments in other country/countries. (example: Adidas) 

· Diversified multinational corporations manage production establishments located in different countries that are neither horizontally nor vertically integrated. (example: Microsoft) 

Multinational corporations (MNSs) play a central role in globalization. It can be argued they exploit workers and national resources, that they shift production from one country to another in search of the cheapest sources of labour without regard for the high-wage workers who loose their jobs or the low-paid ones who will be hired. On the other hand, they can be seen as vital in taking advanced technology to less developed economies and bringing lower-cost products to more developed ones. 

MNCs thrive despite the fact that, with lower transport costs and falling trade barriers, it would be possible to serve all markets by exporting rather than establishing factories and subsidiaries around the world. In addition, as capital becomes more mobile, it is easier for single-country businesses to raise money. One advantage of being an MNC is economies of scale. Coca-Cola gains, for example through it global marketing effort and by helping its bottlers, most of whom are independent, learn from the experience of their counterparts on other countries. In addition, transport costs mean that location near to the market is important. 

Firms will often buy up their suppliers or customers to avoid competition. Often these firms will be abroad, creating MNC. Funally, MNCs develop because other businesses are becoming multinational. For example, if Toyota wishes to put the same headlights in its cars wherever they are produces, the component supplier becomes multinational too. Similarly, consulting firms and accountants have formed worldwide alliances to offer a worldwide service to their major clients.

The many critics of MNCs say that they can move production to avoid a country’s safety laws or its payroll taxes. They can also reduce their tax liability by using internal pricing to ensure that profits are earned in low-tax countries. This flexibility makes it difficults for governments to raise revenues, protect the environment and promote worker safety. This is part of the “race to the bottom’. 

The growth of any business may not always be for sound economic or business reasons, and globalization is no exception. Managers like to manage bigger companies because it gives them greater esteem (and more pay). Takeovers and expansions into new markets may, therefore, be a waste shareholders’ capital. Such moves into new markets also tend to favour those with the best growth prospects. Foe example, as people become wealthier they are able to buy more cars, computers, and other consumer products. This is why car makers build new plants in countries, like Thailand and Brazil: not to export to Japan and America, but to meet rising demand in Southeast Asia and South America. 

Text 3

While skimming the text find the following terms and explain them: globalization, promotion by seniority, the principle of pay-for-performance, individualist cultures, collectivist cultures, matrix management, universalists and particularists.
CROSS-CULTURAL MANAGEMENT

Managing a truly global multinational company would obviously be much simpler if it required only one set of corporate objectives, goals, policies, practices, products and services. But local differences often make this impossible. The conflict between globalization and localization has led to the invention of the word 'glocalization'. Companies that want to be successful in foreign markets have to be aware of the local cultural characteristics that affect the way business is done.

A fairly obvious cultural divide that has been much studied is the one between, on the one hand, the countries of North America and north-west Europe, where management is largely based on analysis, rationality, logic and systems, and, on the other, the Latin cultures of southern Europe and South America, where personal relations, intuition, emotion and sensitivity are of much greater importance.
The largely Protestant cultures on both sides of the North Atlantic (Canada, the USA, Britain, the Netherlands, Germany, Scandinavia) are essentially individualist. In such cultures, status has to be achieved. You don't automatically respect people just because they've been in a company for 30 years. A young, dynamic, aggressive manager with an MBA (a Master in Business Administration degree) can quickly rise in the hierarchy. In most Latin and Asian cultures, on the contrary, status is automatically accorded to the boss, who is more likely to be in his fifties or sixties than in his thirties. This is particularly true in Japan, where companies traditionally have a policy of promotion by seniority. A 50-year-old Japanese manager, or a Greek or Italian or Chilean one, would quite simply be offended by having to negotiate with an aggressive, well-educated, but inexperienced American or German 20 years his junior. He would also want to take the time to get to know the person with whom he was negotiating, and would not appreciate an assertive American who wanted to sign a deal immediately and take the next plane home.
In northern cultures, the principle of pay-for-performance often successfully motivates salespeople. The more you sell, the more you get paid. But the principle might well be resisted in more collectivist cultures, and in countries where rewards and promotion are expected to come with age and experience. Trompenaars gives the example of a sales rep in an Italian subsidiary of a US multinational company who was given a huge quarterly bonus under a new policy imposed by head office. His sales - which had been high for years - declined dramatically during the following three months. It was later discovered that he was deliberately trying not to sell more than any of his colleagues, so as not to reveal their inadequacies. He was also desperate not to earn more than his boss, which he thought would be an unthinkable humiliation that would force the boss to resign immediately.

Trompenaars also reports that Singaporean and Indonesian managers objected that pay-for-performance caused salesmen to pressure customers into buying products they didn't really need, which was not only bad for long term business relations, but quite simply unfair and ethically wrong.
Another example of an American idea that doesn't work well in Latin countries is matrix management. The task-oriented logic of matrix management conflicts with the principle of loyalty to the all-important line superior, the functional boss. You can't have two bosses any more than you can have two fathers. Andre Laurent, a French researcher, has said that in his experience, French managers would rather see an organization die than tolerate a system in which a few subordinates have to report to two bosses.
In discussing people's relationships with their boss and their colleagues and friends, Trompenaars distinguishes between universalists and particularists. The former believe that rules are extremely important; the latter believe that personal relationships and friendships should take precedence. Consequently, each group thinks that the other is corrupt. Universalists say that particularists 'cannot be trusted because they will always help their friends', while the second group says of the first 'you cannot trust them; they would not even help a friend'. According to Trompenaars' data, there are many more particularists in Latin and Asian countries than in Australia, the USA, Canada, or north​west Europe.

Ex.1. Find words on the text which mean the following. 

1. the use of reasoning rather than emotions or beliefs

2. understanding or knowing without consciously using reason

3. respect, prestige or importancegiven to someone

4. having a higher rank because one is older

5. to have hurt feelings because someone is being disrespective

6. money or something else given in recognitionof good work

7. additional money given for better work or increased productivity

8. a feeling of shame and loss of dignity ot self-esteem

9. to give up a job or position

10. according to accepted moral standards

Answers: 1.rationality, 2intuition, 3status, 4seniority, 5 to be offended, 6.rewards, 7 bonus, 8 humiliation, 9 to resign, 10 ethically

Ex. 2 Dwell on the following issues.

1. Why might a 50-year-old Japanese manager be offended if he had to negotiate with to a well-educated but inexperienced 30-year-old American?

2. Why was the American concept of pay-for performance unpopular in Italy, and in Asia?

3. Why do universalists pisapprove of particularists, and vice versa?

Ex.3.In your country of culture, is it considered acceptable to:

1. Gesticulate (make hand and arm movements) while you talk?

2. Move very clode to someone as you talk to them?

3. Touch someone on the armas you speak to them?

4. Look at someone in the eyes for a long time while talking to them?

5. Laugh loudly at work, and in meetings?

Can you mention any other features of body language particular for your culture?

WRITING

Write an essay on the growing role of Japanese manufacturers in Europe. You may use the information from the passage below as well as from other resources including the Internet. First prepare an outline of your essay and discuss it with your groupmates.

Factory opening in Runcorn UK by YKK and setting up a plant in France by Pentel (both Japanese companies) were the first trickle of a wave of Japanesemanufacturing investment that has since swept Europe. The volume has increased steadily. IN 1983 there were 157 Japanesecompanies manufacturing in Europe. By 1991 the number has grown to 676. They are spread among several countries and industries (see table 4.1)

Table 4.1

	Japanese manufacturers in Europe in 1991

	country                    number of                           % of                       annual

                                 companies                          total                       increase %

	UK                           187                                      27.7                       41.7

France                      122                                      18.0                       28.4

Germany                  109                                      16.1                       22.5

Spain                         64                                        9.5                        16.3

	All Europe               676                                      100                         27.8


In terms of Japan total investment, the UK has attracted the lion’s share – about 40% followed by France. Even Iceland boasts a Sumitomo plant, though none of the executives are Japanese. 

Italy which like France harbours pockets of anti-Japanese sentiment, has attracted few factories, but politics plays little part in Japanese decisions on where to invest. Less that 10% of companies questioned for its annual survey by the Japan External Trade Organisation (JRTRO) said pro-Japanese sentiment was a factor in their choice. What matters to most companies, according to JETRO, is a good location for distribution, good infrastructure, quality of labour and availability of English speaking staff.

The greatest activity has been in the electronics and electrical appliances sector. Chemicals manufacturers come second, followed by makers of general machinery. Other sectors, such as vehicle production, invest in fewer sites but on a larger scale. Small to medium size businesses make up the bulk of investment. Japanese manufacturers across Europe employ an average of only 320 workers in each national company.

Whichever countries or industries they head for next, Japanese manufacturers already represent a significant slice of the European economy.

TRANSLATION

A. Translate from English into Russian.

Multinationals have played an important role in globalization. Given their international reach and mobility, prospective countries, and sometimes regions within countries, must compete with each other to have MNCs locate their facilities (and subsequent tax revenue, employment, and economic activity) within. To compete, countries and regional political districts offer incentives to MNCs such as tax breaks, pledges of governmental assistance or improved infrastructure, or lax environmental and labor standards. This process of becoming more attractive to foreign investment can be characterized as either a race to the bottom, a push towards greater freedom for corporate bodies, or both.

B. Translate from Russian into English.

Глобализа́ция экономики - общие планетарные процессы изменения финансовых рынков и производственных ниш, в результате которых географические границы, национальные правительства и государство практически не контролируют массовое производство и потребление товаров. 

При непосредственном участии крупнейших банков мира выстраиваются принципиально новые политические связи, реализуемые с помощью надгосударственных институтов. В последнее время в связи с массовым характером антиглобализационного движения транснациональные компании используют термин глокализация. 

SPEAKING
A.

Michael Parkin spoke with Mr. Volcker, the former Chairman of Fed about his vision and concerns for the future of the US economy.

	Michael Parkin
	There has certainly not been consensus about the consequences of the Fed’s policy in fighting inflation during the late 1970s and early 1980s, while you were chairman. When you embarked on your war against inflation, did you expect to be presiding over the longest peacetime recovery in U.S. history?

	Mr. Volcker
	I thought then, and think now, that inflation is the enemy of sustained expansion. But dealing with these things always turns out to be more difficult more complicated, and to take longer than you expect. I guess I did misjudge how long we could put up with internal government deficits and external trade imbalances.

	Michael Parkin
	What would you say about international capital markets?

	Mr. Volcker
	In part I think there is a much more fluid international capital market than we had recognized. I would not have guessed that the United States could borrow, or that the Japanese would be willing to lend, so much money year after year without more uncertainty about the dollar. I would not have guessed that the value of the dollar could come down from its high level as much as it has without more disturbance in interest rates and inflation. 

	Michael Parkin
	Our economic relationship with other countries also includes the exchange of goods and services. In recent years we have been experiencing a substantial decline in net exports. What do you see as the principal cause of the external trade deficit?

	Mr. Volcker
	It’s an internal imbalance between our ability to produce and our propensity to spend. Our spending is mostly consumption, personal and public. Investment is, at best just so-so a period of expansion. So a major policy challenge is to find a way of cutting consumption. On the other hand, there are imbalances in the opposite direction in other economies. The Japanese are doing a good job in beginning to deal with this problem. But it is true that there is a bias in the trading world toward less openness. If you took a snapshot of the world trading scene, you’d have to agree that the United States is by far the most open market of all, and our trading partners are more closed. How do you deal with that complaint? You can’t ignore how these imbalances are aggravated by our own internal economic policies, our own consumption.

	Michael Parkin
	What will improve the situation?

	Mr. Volcker
	We’ve got to contain domestic spending and we’ve got to see foreign markets open up so that foreign expenditure for our goods increases. Of course, just opening foreign markets wouldn’t induce any change in our own spending by itself. Moreover, changing our spending pattern can’t be done just by monetary policy, by high interest rates. Monetary policy won’t move spending from consumption into investment. That means you’ve got to bring fiscal policy to bear. More taxes or less spending or both. But now you’ve got a lot of political choices. You’ll have to make some political bargains in order to get expenditure cuts.


B. You are working in a multinational corporation. You are to export the product of your company. Speak with your manager about the formalities and all necessary papers for transportation. You may use the following dialogue as a model. First, scan the dialogue and write down the names of papers necessary for export of goods. 

	Earl:
	I just heard from the freight forwarder (1) that our container is going to be picked up tomorrow. We’d better make sure everything is ready to go.

	Ted:
	Let’s see … our general export license is current and the destination control statement (2) has been filed.

	Earl:
	… and the shipping container has the proper markings (3). We also have the certificate of inspection (4).

	Ted:
	We already calculated the weight of the shipment and we know the tare weight(5). Now we just need to subtract it from the gross weight to get the correct net weight.

	Earl:
	We inspected the shipment and know that it’s in good condition, so we should receive a clean bill of lading (6) from the shipping line.

	Ted:
	Well, that sounds like everything. As soon as we receive a copy of the dock receipt(7) we can submit our collection papers (8).


Notes:
1. freight forwarder – company which prepares shipping and insurance documents, arranges cargo deliveries 

2. destination control statement – required  statement, listing the authorized export destination for cargo

3. markings –letters, numbers, symbols for identification 

4. certificate of inspection – the document which certifies that merchandise was in acceptable condition before being shipped.

5. tare weight – the entire weight of the cargo including the container

6. bill of lading – declaration indicating that all cargo accepted for transportation was in good condition when received.

7. dock receipt – receipt issued by the ocean carrier to acknowledge arrival of the cargo at the carrier’s warehouse or dock facilities

8. collection papers – documents (including bills of lading, invoices, etc.) to the buyer in order to get paid for the shipment.

B.

Discuss the following issues:

7. What is the responsible role for developed nations to play in the economies of less developed nations? 

8. What are moral and ecological implications of using huge earth resources to sustain the levels of production and growth? 

9. What constitutes a sustainable growth?

10. How much can and should NIC rely on foreign borrowing?

11. How much money for capital investment can NICs reasonably expect to generate themselves?

12. What is your opinion of the classification of nations into developed, newly developed and developing ones? Can you think of another principle of classification?

VOCABULARY

Use the following words to complete the sentences below:

world-wide adj –  мировой, всемирный

scope n – масштабы, границы, возможности

integrated p –  всеобъемлющий, объединенный–

crossborder иностранный, зарубежный

flow of trade, investment and financial capital  – поток, движение торговли, инвестиций и финансового капитала

far-flung adj – обширный, широко распостраненный

floating exchange rates  – плавающий валютный курс

removal of controls  – устранение контроля

international movement of capital – международное движение капитала.

liberalization of trade – либерализация торговли
information (and communication) technology – информационная технология
to conduct activity – вести деятельность
head office – главный, головной оффис

telecoms networks – телекоммуникационные сети

division of labor – разделение труда
low-wage economies – страны с низкой заработной платой

high-wage economies – страны с высокой заработной платой

labor-intensive job – работа с большими затратами труда, трудоемкая работа 

economy of scale –  экономия от масштаба

preserve their cultural identities – сохранить национальную cамобытность

to offer the great returns – зд. предлагать самый быстрый оборот
“race to the bottom” –  «гонка ко дну»

welfare benefits –  социальные пособия 

chaos – хаос

slow-down – замедление. снижение (темпов, скорости)

unprecedented prosperity – беспрецедентное процветание
GLOSSARY

· Globalization – Globalization essentially means free movement of goods, services, people, and capital across national borders. This creates global markets for goods, services, labour, and capital. The impact of globalization is felt first and foremost in economic life. The globalization of the economy refers to the increasing integration and interdependence of all realms of economic life, including trade, finance, production, and consumption. 
· Economies of scale characterizes a production process in which an increase in the number of units produced causes a decrease in the average cost of each unit. Reduction in cost per unit resulting from increased production, realized through operational efficiencies. Economies of scale can be accomplished because as production increases, the cost of producing each additional unit falls. 
· Multinational Corporatins (MNC) - Multinational corporations (MNSs) play a central role in globalization. They are in taking advanced technology to less developed economies and bringing lower-cost products to more developed ones. One advantage of being an MNC is economies of scale. In addition, transport costs mean that location near to the market is important. 

· Greenpeace – is a non-profit organization with a presence in 40 countries across Europe, the Americas, Asia and the Pacific. Greenpeace has been campaigning against environmental degradation since 1971. The organization focuses on preventing the most crucial worldwide threats to our planet’s environment.  Activists of Greenpeace declare: “We exist to expose environmental criminals, and to challenge government and corporations when they fail to safeguard our environment and our future.”
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