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@nit One Economics

Part A Lead-in

World Bank Sees US Recession Risk!

BRUSSELS—The US may well be heading into a recession and Europe
faces further financial market turmoil too but developing countries are
showing little signs of being hurt, World Bank president Robert Zoellick said.
He said the US is “facing a serious economic slowdown and there may very
well be a recession.”

“You are facing a serious economic slowdown from what you had before,
and there may very well be a recession,” he said, referring to the US
economy.

Further fallout is likely from the squeeze in credit markets that forced US
investment bank Bear Stearns to seek emergency financing last week,
Zoellick said in an interview during the Brussels Forum conference on
transatlantic relations.

“In financial markets in the United States, there is still a lot to go,” he said,
speaking on Saturday. Europe too was likely to see subprime mortgage-
related problems beyond those which affected German banks recently. “My
own view (is that) there is more to be worked through in the European market
too,” said Zoellick, a former US trade representative who also held top
treasury and state department posts.

“This is spread more widely than one might have thought. | believe one

' Adopted from The Economic Times, March 17, 2008
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of things we have seen in the market is that the use of these instruments has
been far more distributed than people originally thought.”

But the impact on developing economies so far was limited, compared
with the way emerging markets tumbled domino-style in the 1990s, when
Southeast Asia, Russia and Latin America fell into devaluation crises, and in
the 1980s, Zoellick said.

“What is striking about this period of financial turmoil is the relative lack
of effect compared to other periods.” Although India and China were
expected to see slower growth this year, both economies were expected to
stay relatively robust giving broader balanced growth around the world
economy.

“That is very significant in the systemic sense in that while | don't believe
there is decoupling (the theory that US economic problems will not affect
other economies), we do have domestic demand in those countries that
provides an independent source of growth,” he said.

“I think this is a very important and a good development for the
international system.” Nonetheless, there were early signs that US market
jitters were starting to hit bonds from developing countries with some issuers
offering less debt than they hoped for and some companies apparently not
going to market at all, he said.

Answer the following questions:

1. How are the financial markets in US, Europe and the developing countries
recently?

2. Who warned about the US recession risk?

3. What may be the cause of the US recession?

4. What is very important in the international economic system according to
Zoellick?

5. How will India and China be affected by the US recession?
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Part B Reading

Reading 1
Evaluating Good Corporate Citizenship'
Being a good company increasingly means more than Just making a profit.

By CYNTHIAG. WAGNER

1. What is a good company in your mind?

2. What is citizenship?

3. What is a good citizen?

4. What is the relationship between a company and a citizen?
5. What does “corporate citizenship” mean?

Your questions before reading the article:
1.

VoA W

Words you know related to this topic:
company

[1] Social responsibility is no longer the enemy
of good business: Increasing numbers of mutual 1. Why?

funds are adding “social screens” to their investment 2. What are social screens?

' Adopted from The Funturist, July 2001
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criteria, such as whether the fund invests in
businesses that are committed to workforce diversity
or to improving the environment. Though most
business journals continue to trumpet the most
profitable corporations, Business Ethics spotlights
the best corporate citizens.

[2] The top honor for 2001 goes to Procter and
Gamble, which moved up from number four in
2000, Business Ethics reports in its March-April
2001 issue. The giant consumer products company
scored high in the category of “service to
international stakeholders,” a measure of how well
the company behaves in the 44 countries outside of
the United States in which it does business. P&G
“has been generous in international grants and gifts
in these communities, including earthquake relief in
Turkey, community building projects in Japan, plus
contributions for schools in China, school computers
in Romania, special education in Malaysia, and
shore protection in France,” according to the
magazine.

[3] Following P&G in the top 10 are
Hewlett-Packard, Fannie Mae, Motorola, IBM, Sun
Microsystems, Herman Miller, Polaroid, The St.
Paul Companies, and Freddie Mac.

[4] “The term ‘corporate citizenship’ is coming
into broader use these days, as awareness grows that
business has responsibilities beyond profits,” write
Business Ethics editor Marjorie Kelly and
management professors Sandra Waddock and
Samuel Graves. “There is no single indicator of
good citizenship. It must be measured through
lenses representing various viewpoints.”

[5] The magazine has been ranking corporate

3. Who is the best company

according to Business Ethics?

4. Why does Procter and

Gamble get the top honor?

5.How well does Procter and

Gamble behave?

6. How generous?

7. Why is the term being used

widely?
8. How can “corporate citizen-

ship” be evaluated?

9. What kinds of viewpoints?
10. How does the magazine rank
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citizenship for five years, at first using data collected
in-house, then in 2000 adding data from Kinder,
Lydenberg, Domini & Co. (KLD), a social-research
firm in Boston whose data serves as the basis for the
Domini 400 Social Index. For 2001, Business Ethics
further refined its rating system, adding the
environment, minorities, and non-U.S. stakeholders
to the previous list of stakeholders: stockowners,
customers, employees, and the community.

[6] “In addition to stockholders, other
stakeholders also make investments in companies,”
the authors note. “Employees invest their time and
their intellectual capital. Customers invest
their...trust and repeated business. Communities
provide infrastructure and education of future
employees, in addition to more direct investments of
tax supports. And so on.”

[7]1 All of the companies of the Standard & Poor
500, plus 150 other publicly owned companies, are
ranked on a standardized scale measuring the
various stakeholder ratings. And to further ensure
that only good corporate citizens make it onto the
list, the magazine did a scandal scan: “We did a
search of the Lexis database of news sources on
each company to look for scandals or improprieties
not detected in the KLD data. As a last check, we
submitted the rankings to a board of experts for
review.” Among the companies dropped from the
list during this process were Ben & Jerry’s, which
had been acquired by Unilever; Xerox, due to
allegations of misstated financial information; and
Microsoft, due to its antitrust conviction.

[8] “What corporate citizenship is about is
progress toward better treatment of stakeholders,”

Unit One Economics

the citizenship?

11. How was the rating system
refined?

12. Who are stakeholders?

13. What are the stakeholders’

investments?

14. What is a scandal scan?

15. Is there any scandal found?
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the authors conclude. “We publish this list not to

certify companies as unblemished but to push the

envelope on what it means to be a good corporate

citizen, and to move corporations toward ever-better

practices in stakeholder relations.”

Useful Expressions

corporate citizenship AR AR E/5E
social responsibility HETRE
mutual funds HB&
investment criteria BB HEN
be committed to sth./ doing sth. BhTFRB/MMEE
workforce diversity 57 8 1 2 FE4k
business journals [ERIAL R
consumer products company HBmAF
earthquake relief R AR R
community building projects X I H
special education FRBE

Notes

L.

Increasing numbers of mutual funds are adding “social screens” to their
investment criteria, such as whether the fund invests in businesses that are
committed to workforce diversity or to improving the environment. (L.2) 7]
K ER)E5H, such as Fl T35 HBIF, SLBAMERERTIEIMY investment criteria. such
as J& [ ¥ that M\ FJ1&4f 136 B B TH ) businesses. to workforce diversity 1 (are
committed) to improving the environment s 5% 5, H or EE. FERXE
] or A FN whether 3 H 7.

.data collected in-house (L.38) (in-house: within the company, from the

company itself ) MAF] NERBEEREIE, A7 B CRHERHSE

. Kinder, Lydenberg, Domini & Co. (KLD) (L.39) El KLD Research & Analytics,

Inc., MEWAWE LW, IHATENRBEVWRMEHR . EERE
(benchmarks). &i#1%ARS:. KLD #A4THHKIM _E 42855 %048 #EF0 DSI.
BMSI. LCSI 24t &35



