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Unit 1
Text A

The World Economy

IS THERE SUCH A THING AS THE WORLD ECONOMY"?

Yes. It exists because no country today is self sufficient and all must participate in
international trade. As a result poor and rich countries, capitalist and socialist alike, exist in a
global economic web. If there is a bad coffee crop in Brazil the price of breakfast goes up in
Vienna and Warsaw. If there is a harvest failure in Russia the farmers of Kansas alter their
sowing plans. If the price of crude oil is raised in West Asia the pinch is felt in Boston and
Bujumbura.

And this applies not only to materials, but to other sectors of the world economy. The
inflation which much of the world has suffered originated in the economies of developed countries.
About 90 per cent of the world’s scientists live in developed countries and technology is one of
their main exports. Banks and insurance companies, airlines and shipping companies all tie the
world together.

The result of this interdependence — and it is a growing one — is that no country can set its
domestic economic policy without regard to global trends. And as these trends too are often
beyond the control of any country or group of countries, what we have today is a world economy

that is out of control.
IS THE WORLD ECONOMY WORKING EFFICIENTLY?

By no measure of efficiency is the world economy functioning well. Even the richest
countries have suffered from growing unemployment, stagnant rates of economic growth and high
inflation. In many other ways too, countries around the world are in trouble. Existing systems of
production and exchange do not seem to work in the interests of people or of their natural
environment. Billions of dollars are spent yearly on armaments while essential social services are
ignored for lack of funds. In many countries there is mass hunger while in others there is a
tremendous waste of food. Within countries and among them there are huge gaps between the
living standards of the rich and those of the poor. Levels of income, technology, production and
trade are all widely different, with some having too little and others so much that their waste
destroys the natural environment.

WHY IS THE WORLD ECONOMY NOT WORKING WELL?

It is not working well because the institutions, rules and system which manage the world
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economy are increasingly inadequate. In many cases they were created during the colonial period;
others were created right after the Second World War when the United States was the pre-
eminent economic and military power. In the post-war period the dollar became, as it were, the
world’s reserve currency, against which others were valued. Massive American aid and trade
helped revive the shattered economics of Europe and Japan. But this revival itself undermined the
systems based on the dominance of the United States in the world economy. So did the emergence
of a vocal and independent group of countries in Africa, Asia and Latin America, which pushed
ever more urgently to regain control in their own natural resources.

As the world changed over the last five decades the post-war consensus on the rules and
regulations governing the world economy was continuously eroded. Most developing countries
which were not present at the creation of these rules and regulations now question their legitimacy
and equity. Some among them have asserted control over a strategic resource — petroleum —
with spectacular results; others continue similar efforts, but without signal success to date. The
revival of economic strength in post-war Europe and Japan led not only to a questioning of the
rules they found inconvenient but to the collapse of these rules, the most significant case being the
breakdown of the world monetary system agreed to at Bretton Woods in 1944.

The loss of consensus and the actual breakdown of some system of global economic
management have left the world economy in precarious circumstances. Currency values are
unstable, trade is suffering as governments seek to shelter domestic producers, growth rates have
slowed, unemployment is increasing. And all this not because the world is incapable of producing
enough for its growing population or has run out of raw materials, but simply because countries

have not been able to agree on a fair system of managing the world’s economy.

New Words
alike [2'laik] ad . M, FEE
global ['glaubal] a. M, LR
pinch ['pintf] n. EX,. RABEEMW
inflation [in'fleifan] n. BBk
insurance [in'fusrsns] n. PRE
interdependence [ iintadi'pendens] n. EAEKE
domestic [ da'mestik] a. FEKN, EHK
trend [ trend] n. B, Hm
measure [ 'mezs] n. RS HIWE R B
stagnant [ 'steegnont | a. RERH, BHEY
armament [ 'a:msmont ] n. B  EHAhE
tremendous [tri'mendas] a. EX8, ALK
inadequate [ in'sedikwat ] a. REYH, FREMAEY
pre-eminent [ pri:'eminant ] a. SRR, BAHE
revive [ri'vaiv] vt. EHEE, (EH
revival [ri'vaival] n. JREE,



shatter [ 'fets] vt. WHEE, BEIR, M 59

undermine [ ;anda'main] vt. HI5H----- 9B
dominance [ 'dominans] n. Y, XEL, #H
emergence [i'ma:dgans] n. B3}, KB

vocal [ 'vaukal] a. BEYN, BXGHRESH
consensus [ kan'sensas] n. 3R, —HER

erode [i'raud] vt 20, BI58, ZHE BRI
legitimacy [1i'dzitimasi] n. 8%

equity [ 'ekwati] n. &%, ~1F

assert [a'sart] vt R, BT S s BRI (R AR
spectacular [spek'tsekjula] a. WA, WAH

signal [ 'signal ] a. RHY, BER
inconvenient [ inken'vi:njont ] a. RIEH RERHE
collapse [ ka'lseps] n. B

breakdown [ 'breikdaun] n. &, WK

precarious [ pri'kearias] a. FNEEMN, AREMN

Phrases and Expressions

global economic web ERBFEKE

raw materials IRBE RBIEI T & 57 5,

a developed country REEZE

a developing country ERBRREZE

without regard to AR

out of control R¥E

in the interest(s) of T (RE)- BRIt HR T

for lack of B k=

reserve currency %%’Fﬁm(—/l*lil%@tﬂ?)ﬁ)fwﬁﬂﬁééﬂﬂﬁﬁﬁi,

RAFERIM GEMEEERN. BERT58E 48
FIRFNEH R ZLEERRE R PHEETE

run out of Hi5E
Notes

1. This article is taken from Journalistic Articles on Economy and Trade.
2. As a result poor and rich countries, capitalist and socialist alike, exist in a global economic
web.
alike AH[E]Hh
¢.g. The book is agreeable and instructive alike. XABEAE, XA,
The news caused confusion among friends and enemies alike.
XAE BB R BER T B,
web g IRE a web of railways €K&



3. a bad coffee crop  WHHERK L, nhnHE R = -
4. Brazil BF Vienna 447 (R F H#R) Warsaw £V (H=H#)

Kansas 358 (EEFHFH— M) Boston ¥ +Hi(EEKEEMN)

Bujumbura FHFFH (HlE @ EH)

. By no measure of efficiency is the world economy functioning well.

1] F “by no measure of” & & & MM B L, B FHEE.

measure of efficiency HEMEBEEH KA R Bl

. In the post-war period the dollar became, as it were, the world’s reserve currency, against

which others were valued.

as it were FJRAE, 7ERFRE L, 0.

He became, as it were, a man without a country. TERFHEBE LR T — 1M EEEEN A,

against which 5| SR EIEFR € E 1B M4, 64734 the dollar.

. ==+ but without signal success to date.

to date E4, M IE, .

To date, we have received more than a hundred applications.

. === the most significant case being the breakdown of the world monetary system agreed to at

Bretton Woods in 1944. 57 E 4 46, 20 4) FHCIRIE .

Bretton Woods i & IS (ZEFHEMH RMPIFH—1 ), BEER T EB LW (T

FEWHMHSVO)T 1944 5 7 AEKBFF.

Exercises

. Translate the following:

BARARE

Al Bkt

MERER

KEER

KEBFEZEK

economic growth rates

huge gaps between the living standards of the rich and those of the poor

cxisting systems of production and exchange

O 00 1 N kW N

Governments seek to shelter domestic producers.

10. No country today is self sufficient and all must participate in international trade.
. Answer the following questions:

1. Why does the world economy operate inefficiently?

2. When were the global economic management systems created?

3. What is the root cause of mass hunger in the world?

4. How do you comprehend the sentence “within countries and among them there are huge
gaps between the living standards of the rich and those of the poor”?

5. How do you paraphrase the sentence “No country today is self sufficient and all must
participate in international trade”?



<

I . Fill in the blanks with words or phrases given below. Change the form where necessary.

as it were in the interests of without regard to out of control in trouble
for lack of run out of lead to incapable of base on
1. He ran into the burning building, his own safety.

2. As the demand for cars is falling worldwide, the leading car companies are all

now.
3. Further discussion over the issue could only _ greater confusion.
4. His speech facts and careful analysis was very convincing.
S. Preschool children are sustained thought.
6. Many wounded soldiers died medicine.
7. The United Nations is supposed to function ___ world peace.
8. In many ways children live, in a different world from adults.
9. The rising inflation in many EC member states was

10. They never ideas.

Text B

New Developments at the International Monetary Fund

The International Monetary Fund (IMF) seems to be developing two types of credit for the
economies of Third World countries. Although the IMF is lending more money than ever before,
bankers are worried that credit standards of the IMF will be lowered. If this happens, then it will
no longer be true that a loan from the IMF guarantees a country’s creditworthiness.

It is essential that the commercial banks maintain their confidence in the programs of the
IMF. These commercial banks will be financing, during 1981 and 1982, most of the projected
$ 182 hillion deficit of those developing nations that do not have their own oil. The IMEF expects
to lend $ 24 billion to those countries during this two year period. The managing director of the
Fund, Jacques de Larosiere, has said that the IMF can supply only a small part of the funds that
are needed by the member countries. He says that for these countries to get additional financing
they must have successful programs of economic reform. The directions their programs of reform
take are determined in large part by conditionality. Cdri&itiohality means changes in economic
policy that the IMF imposes on borrowing nations before granting them a loan. Banks are
sometimes able to persuade borrowers to adopt correctivé'program in order to make it more
probable that a debt will be repaid, but traditionally, the IMF has been much more powerful than
individual banks in this area. Bankers, however, are now suspicious that IMF conditionality is
weakening. They accept the increases in the volume of lending by the IMF, but are disturbed by
the less demanding terms of IMF loans and the increasing percentage of IMF funds lent to nations
with little or no commercial bank credit.

There are four developments at the IMF that worry bankers the most.



1. They do not like new IMF policies that allow countries to borrow up to six times their

basic shares in the fund.

2. They are not pleased that loan commitments have been extended from one year to three
years.

3. The share of IMF debt held by industrial countries fell from 49% to 9% while the share
of outstanding loans to oil-poor developing countries has risen from 51% t0 91%.

4. 53% of the Fund’s outstanding loans are to nations with gross national products of less
than $ 700 per capita.

Here are some examples of conditions imposed on recent IMF loans. Before Uganda was
givena $ 182 million credit in June, it had to raise its gasoline prices and the prices of basic
goods. The prices of basic goods had been fixed at low levels by the Uganda government. Zaire
had to devalue its currency by 40% before being granted $ 1 billion in the same month. And
Jamaica had to make important economic changes before getting a $ 619 million loan in April.

However, many bankers feel that in spite of IMF conditionality, many of the loans to the
poorest countries stand very little chance of being repaid. In their opinion, the IMF should not
concentrate most of its funds in loans to nations that cannot meet their loan commitments. They

would like to see conditionality become stricter.

New Words and Expressions

monetary [ 'manitari] a. BTHH, SR
Third World developing nations 2 = it
credit [ 'kredit ] n. M, ER
creditworthiness [ 'kredit/wa:dinis n. ARHEEZER
finance [fai'nsens] v. BIERE, MERE
project [ pro'dzekt] v. HRI; Wit

oil petroleurn A il
conditionality [ken.difa'neelati] n. B KR H
corrective [ ka'rektiv] a. YIEM, FEH
demanding [di'ma:ndig]) a. BREH, FHRY
share [ fea] n. )L, —&45

loan commitment a financial liability; term of the loan REKETF

oil-poor that doesn’t have oil (said of countries or regions)

gross national product a measure of the total of goods and services produced by the people in
one country in one year B B A4 & $ 1l

per capita (Latin phrase that means for each head) per person

A, EAQDFEHE, RTX
Notes

1. The information in the passage is taken from Business Week, July 27, 1981.
2. International Monetary Fund (IMF)  an international fund (founded at Bretton Woods, New
6
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Hampshire, U. S. A. in 1944). The purpose of the IMF is to encourage international
cooperation on money and to make payments easier between member countries. (BEE)EFF
RAESHR

3. credit standard demands made by the lender; a test for the capacity to repay a loan =R
#, BV RIRERME T ENBREEATRER
You must meet the bank’s credit standards if you want a loan.

4. deficit lack, shortage of money 5 #, RFEFEHH L H K FHERN)HEM
Your budget says you have $800, but your projected expenses are $900. You are going to
have a § 100 deficit this month.

5. to impose to make or force someone to do something #8------ ®nF
The government imposed important economic reforms on the country.

6. terms requirements, demands &ff, FKE
The terms of the contract are very demanding.

7. to devalue to lower the rate at which one currency is exchanged for another W1

The government of Mexico has decided to devalue the peso.
Exercises

Comprehension Questions
I . Multiple Choices ‘

1. The bankers worry that
A. the IMF is lowering its standards
B. the IMF is lowering its gross national product
C. the IMF is raising the prices of its basic goods
D. the IMF is weakening

2. What will the commercial banks be financing during 1981 and 19827
A. Most of the projected deficit of those oil-poor developing nations.
B. Most of the $ 24 billion deficit of those developed countries.
C. Most of the projected $ 182 billion deficit of those oil-poor developing nations.
D. Most of the $ 182 million deficit of the developing countries.

3. How can IMF member countries get additional financing?
A. They must have successful programs of economic reform.
B. They must have gross national products of more than $ 700.
C. They have to raise their gasoline prices and the prices of basic goods.
D. They have to devalue their currency by 40% .

4. What does the IMF impose on borrowing nations before granting them a loan?
A. Corrective programs.
B. Conditionality, or changes in economic policy.
C. Demanding terms of IMF loans.
D. Successful economic reform.

5. According to many bankers



A. The IMF should not lend its funds to nations with little commercial bank credit.
B. Many of the loans to the poorest countries are likely to be repaid.
C. IMF conditionality is too demanding.
D. IMF conditionality is not strict enough.
II . Decide whether the following statements are true or false according to the passage.

1. Bankers are worried that the International Monetary Fund’s conditionality is too
demanding.

2. The IMF supplies most of the funds needed by its developing member nations who are oil-
poor. ‘

3. IMF member countries get additional financing if they have successful programs of
economic reform.

4. More than half of the IMF s outstanding loans are to countries with gross national products
of less than $ 700 per person.

5. The IMF granted Zaire a $1,000,000,000 loan in June of 1981 only after it devalued its
currency by 40% .



Unit 2
Text A

Where Does the Money Come From?

The banks are commercial enterprises and like many other businesses are organised as
companies which are owned by shareholders. These shareholders, or their predecessors, provided
the money to set up the banks and to enlarge them. This money is known as a bank's capital. But
the shareholders’ money is only a small part of the total amount of money which the clearing
banks have at their command. At mid-December 1979, the combined resources of these banks
amounted to about £ 83000 millions of which only about £ 6000 millions were capital funds of
various kinds. Who provided the rest of this enormous sum? The banks’ customers. Banks, in
effect, borrow from their customers as well as lend to them.

The money which a bank obtains from its customers is generally known as its “deposits” and
represents the balances which customers keep on their accounts with their banks. These accounts
are of two main kinds: current accounts on which customers can draw cheques but receive no
interest, and deposit and savings accounts on which the banks pay interest for the use of money.

In this booklet, we are concerned with borrowing from a bank, but to understand how banks
carry out this part of their business we must look briefly at the reasons why customers put money
with the banks and the conditions on which they do so.

Many people — private individuals, manufacturers, traders, companies and officials bodies
— choose to keep part of their resources in the form of money. They need to do this mainly
because they are continually having to make payments for the goods and services which they are
buying and because they want to have resources immediately available. They could meet these
requirements by keeping a stock of cash in the form of bank-notes and coin. But while nates and
coins are a practical way of carrying out some small transactions, cash payments are a
cumbersome, costly and unfortunately, sometimes a dangerous method of settling most
payments, especially if the money has to be sent any distance. It is more convenient, safer and
more efficient to settle payments either by cheques drawn on a bank account, or through the
banks’ credit transfer or “Giro” system. Most of the payments made by businesses and
Government in Britain and a large part of the payments made by private individuals are settled
through the clearing banks.

The main reasons why customers keep money on accounts with commercial banks can be
summarised as follows:

~—the banks provide an efficient and convenient method of making payments (cheques, bank
giros, standing orders, etc.)

—a bank deposits is safer and less troublesome than keeping a stock of cash. A commercial

9



bank undertakes to provide cash on demand to a customer who keeps money on current account,

and after a few days’ notice to deposit account customers.

—banks pay interest on deposit and savings accounts.

—banks provide their customers with many other useful services. They will, for example,
look after valuables, deal with investments, make payments to businesses and people abroad and
provide financial information.

—banks will lend money to their customers.

For many purposes, “money in the bank” is money in its most convenient form.

New Words
enterprise [ 'entapraiz] n. A EAT, BV B
shareholder [ 'feahaulda] n. REFEA BEK
predecessor [ 'pri:disess; 'pre-] n. BIEE, BT3Bl &
deposit [di'posit ] n. FFEK
balance [ 'beelans] n. ¥, R
transaction [traen'zaekjen] n. (_‘%)3‘55;%%
cumbersome [ 'kambosam ] a. FEA; R EL
valuable [ 'veeljusabl] n. BREYH(REEM), Kk~

Phrases and Expressions

bank’s capital |BITHSE
clearing banks HHEBAT, BEXTRET, BF clearers, 1 $- 2675 ) 48
TRESE RELH, EHACVHEREH T E
at one’s command KRR X
in effect SR b ERRE
current account ﬁi%’”ﬁfh H ?%Efi ﬁ%&'ﬂ&}f‘
deposit and savings account TR IG5 Wk P
on demand Jﬁl%ﬂﬂﬁ(ﬁﬂk#miﬁ);ﬁﬂ%;*%?ﬁk
Notes

1. 0% B IERITHE + .0 BES #kt,

2. interest F| B (5 T MBS EMHE ) 55 principal (24 )4 % i

3. Many people - choose to keep part of their resources in the form of money.
FEN - TR TR AR 18— 2550 YF 0.

4. Giro ['dzairsu] n. Bk, giro system ELIZEHE K% &
RTFERRM £ B 97 8 F B9 — M7 s bk v, FRATLGENETE — SR ERY
AN BB 2, 35 7] B 3l SR A

5. standing order 1< #AIT 8, Kbl YT 45 28, E—THYKYHPNER. Exdigs
HREIFRIES,

6. after a few day’s notice EFERILEKE,
10



A7 4GB VR R RIS, 5 on demand 3EF B 1A provide,

Exercises

. Translate the following:

NN pWN e

- IEANERYI G FARK

{6 B U5 WY LA S2ED 456
HIT DB G L HFE
% 5-& b3

- XEFERI A E K P AR

to keep money on accounts with commercial banks
to settle payments either by cheques drawn on a bank account or through the bank’s credit

transfer or “Giro” system

- The combined resources of these banks amounted to about £ 83,000 millions of which only

about £ 6,000 millions were capital funds of various kinds.

- The money known as “deposits” represents the balances which customers keep on their

accounts with their banks.

10. They could meet these requirements by keeping a stock of cash in the form of bank-notes

and coin.

. Answer the following questions:

1. What is a bank’s capital?

2. Do banks only lend money to their customers?

3. What is the bank’s deposits?

4. What is this passage mainly concerned with?

5. What are the disadvantages of cash payments?
-Fill in the blanks with words or phrases given below. Change the form where necessary.
deposits on demand predecessor balance interest

in effect at one’s command cumbersome  valuables in the form of
1. My retired after 30 years in office.

2. He demanded the amount of his current -

3. What I am saying is that he couldn’t write a novel.

4. He is a writer who has both elegance and passion ____

5. Your money is available

6. He borrowed a large sum of money at 25 per cent

7. They were robbed of money and at gunpoint.

8. Most banks are paying 113 on of more than £5,000.

9. That’s really a piece of machinery.

10. She is taking lots of exercise walks and swimming.
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