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UNIT1 Developments in the Global Economy
and Financial Markets

TASK 1  Reading to identify the main aspects

1 Before you read the text, study the Core Concepts and Word-combinations and give their Russian
equivalents.

2 Explain what stands behind the Core concepts highlighted in the list below. Identify the most
frequently used concepts. What does this frequency indicate?

Core Concepts and Word-combinations

debt ceiling extension

set the stage for normalization of monetary policy (MP)
reduce tail risks

substantial improvements in market confidence
abating deflationary pressures

to experience several bouts of volatility

legacy of the crisis

orderly exit from unconventional monetary policy
shadow banking system

repair of bank and corporate balance sheets
expose vulnerabilities

rapid building of leverage

balance sheet mismatches

3 Read the Text and identify its main aspects. Using Supplement II1, give definitions of the key terms
in bold type. Discuss how crucial they are in global and Russia’s environment.

Developments in the Global Economy and Financial Markets

1. As 2014 drew to an end, the world economy was gradually turning the corner of the Great Recession.
The recovery was gaining momentum and global financial stability was improving. Yet growth
remained too slow and too weak for comfort, and millions of people were still out of jobs. Rising
geopolitical risks had injected new concerns.

2. Policy actions in 2014 helped stabilize the global economy. The United States has adopted
a budget and debt ceiling extension, and a strengthening economy has set the stage for normal-
ization of monetary policy. These steps removed important uncertainties that were clouding the
outlook. In Europe, greatly reduced tail risks due to the implementation of policies at the national



and regional levels and the return of growth in almost all countries led to substantial improvements
in market confidence in both sovereigns and banks. In Japan, Abenomics was making a good
start as deflationary pressures were abating and confidence was rising. And emerging market
economies, after having experienced several bouts of volatility, were adjusting policies in the
right direction.

3. Yet global financial stability was facing new challenges, even as the legacy of the crisis was
receding. The United States needed to ensure an orderly exit from unconventional monetary
policy and to contain emerging vulnerabilities in the shadow banking system. In the euro area, high
unemployment and incomplete repair of bank and corporate balance sheets continued to be
a drag on the recovery. And in emerging market economies, tighter external financial conditions
could expose vulnerabilities from rapid buildup of leverage and balance sheet mismatches and
precipitate financial instability. As such, the recovery remained modest and fragile.

©IMF Annual Report

TASK 2 Building Vocabulary

1 In the Text underline English equivalents for the following word-combinations.

HabupaTtb 060pOTHI; IpeaeIbHO JOMyCTUMAsT BeJIMUYMHA 0JITa; CO3JaBaTh YCIOBUS IIJIsI HOPMaJll-
3allM MOHETAPHOM MOJUTUKU; YCTPAHSITh (haKTOPhI HEOMPEAEICHHOCTH; CHUKATh PUCKU BO3HUK-
HOBEHMST KPUTUYECKUX CUTYalLIMii; 3HAYUTEIbHOE YKpeIlJIeHe JOBEPUSI K PhIHKY; CHUKAIOIIEeCs
JIedasMOHHOE JaBJIeHUE; MOCISACTBUSI KPU3KNCa; YIIOPSIIOUEHHBIH Mpoliecc; 0TKa3 OT HeTpaau-
LIMOHHBIX MEp MOHETapPHOM IMOJIMTUKM; TeHEeBass 0aHKOBCKasl CMCTeMa; He3aBepIIeHHOE BOCCTAHOB-
JIeHre 0ajlaHCOB OAHKOB U TIPEANPUITUI; BBISIBISITh IMPOOJIEeMHbBIE MeCTa; OBICTPOE HapalllMBaHUE
JIOJIA 3a€MHBIX CPEICTB; AUCIIPOIIOPIINY B OAHKOBCKMX OajaHCax.

2 Find the following word-combinations in the Text and contextualize them. Think of their meaning
and give corresponding Russian equivalents.

To turn the corner of the Great Recession; to inject new concerns; to remove uncertainties; to cloud
the outlook; to adjust policies; to contain emerging vulnerabilities; to be a drag on the recovery;
tighter external financial conditions; to precipitate financial instability; modest and fragile recovery.

3 Consult special dictionaries for most frequently used phrases with Core Concepts. Make up a list
of them and provide their Russian variants.



TASK 3  Critical thinking

1 Using the word-combinations from Task 1, explain the logical link between the core concepts given

below.

debt ceiling

Crisis

monetary policy market confidence

bank leverage

2 Interpret the passages in italics in the Text paying better attention to small details. Using the
Signposting Language below, provide your line of reasoning.

3 Evaluate the strengths and weaknesses of the major line of reasoning and supporting evidence.

Signposting Language

Function Structuring the line of reasoning

Introducing the line of reasoning

1. Introducing the issue

First of all I will start by...; The basic issue is...; Our first main goal
is to...; As you’ll see, the problem here is...; Overall, what do we
think about...?

Developing the line of reasoning

2. Indicating
sequence or order

1t’s useful to begin by looking at...; Let’s take these explanations
in turn & look at them one at a time...; Here is the first problem...;
First, we are going to focus on.../to think about...; A final issue is
that...;

3. Developing,
supporting and
emphazising the
viewpoint

Clearly..., Remember...; More specifically...; In other words; For

one thing ... for another; That is to say; But the real problem lies
with...; Let me try & explain the main reasons why...;Let’s get a little
more concrete about...; But here is my key point...; Let me give you

a couple of reasons why I think...; I also want fo emphasize that...;

4. Presenting various
viewpoints

Similarly; In the same way; Conversely; Besides; At the same
time...; To put it differently...; To put this point another way...; But
the studies also show that...; It’s worth noting that...; Others argue
that...; it might be argued that...; There’s also controversy over
whether... ; Recent studies show that...;

10



5. Providing examples
and explanations

For example, imagine...; We have a vivid example of this in recent
years...; A classic example of this would be... ; Let me give you

one last example...; Those are examples of what we call...; The
figures clearly show that...; To give you sense of how it works, let me
describe...;

6. Referencing

As we noticed/ discussed earlier...; In one study...; According fto the
latest research...; As I pointed out earlier...; Let me quote to you from
a well-known current economist...; There’s a number of studies by ...
which tend to show that...; OK, let’s just go back a step, and remind
ourselves about...;

7. Indicating
a transition

Further...; Now we’re going to talk about...; What [ want to do is
look at...; The discussion shifts to...; Now, let’s shift over & look
at...; Let’s now switch over & think about the idea of...

8. Recapping/
Summing up

After all...; More broadly..; Overall...; Hence; As a result; Let’s just
recap on...; Again, I repeat...; Let’s remember that...; To give

a quick overview...; So, where are we now? My basic lesson here, by
giving numerical examples, is that...; This indicates...; This suggests
that...

9. Concluding

Ultimately...; Finally...; A final issue is that...; The real point I want
to leave you with here is that...; From this we can infer that...; Thus
we can see...;

Formulate the thesis of the Text in ONE sentence. Compare your sentence with those of your peers.
Choose the one that covers the essentials of the Text.

Develop the thesis and summarize the essence of the Text. Make your summary coherent by a
sparing use of connectors.

11




TASK 4 Video: commentary and analysis

Spoken Punctuation

Spoken punctuation is the best technique used by all effective speakers. It includes:
e stress to emphasize key words/phrases
e falling intonation to show the end of a phrase
e pausing before and after important words and ideas

IMF Says: Uneven Global Growth Disappoints

Content words: job-creating growth; economic recovery, unemployment; inflation; investment.

1 Using the content words and your background knowledge, try to predict what issues will be raised
in the video.

2 Watch the video paying attention to the techniques of spoken punctuation. Mark these techniques
in the script.

3 Contextualize the Content words to briefly overview the ongoing economic processes.

4 Watch the video again and select information necessary to complete the Table.

Essential
background
information

Key arguments

Supporting 1
arguments
2
3

5 Drawing on the information selected, formulate and present the baseline scenario for advanced
economies’ growth and evidence of stagnation. Use the techniques of Spoken Punctuation.

12
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UNIT 2 The Global Economy:

Shifting Growth Contributions

TASK 1  Reading to identify the main aspects

Before you read the text, study the Core Concepts and Word-combinations and give their Russian
equivalents.

Explain what stands behind the Core concepts highlighted in the list below. Identify the most
frequently used concepts. What does this frequency indicate?

Core Concepts and Word-combinations

14

growth contributions

drivers of growth

implement a common fiscal backstop
surge in activity

supportive monetary conditions

tighter external financial conditions
monetary easing through unconventional measures
sustain quantitative easing

rising corporate leverage

heightened market volatility

a less forgiving external financial climate
preempt the risk of contagion

lingering risks

systemic liquidity mismatches

Read the Text and identify its main aspects. Using Supplement I11, give definitions of the key terms
in bold type. Discuss how crucial they are in global and Russia’s environment.

The Global Economy: Shifting Growth Contributions

Global activity strengthened in 2013, largely due to improvements in advanced economies.
The pace of global activity picked up in the second half of 2013 to 3% percent at an annual
rate. The drivers of growth continued to shift, with advanced economies accounting for much
of this uptick. Emerging market and developing economies continued to contribute more than
two-thirds of global growth, even if at a slower pace than in the past.

In advanced economies, activity picked up but at varying speeds. Growth was strongest in the
United States, supported by robust private demand and easing financial conditions, setting the



15

stage for normalization of monetary policy. Even so, putting in place a durable medium-term
fiscal plan remained critical.

In the euro area, a modest but uneven recovery was taking hold — stronger in the core but weaker
in the stressed economies, where high debt, high unemployment, and credit constraints were
holding back momentum. Yet implementing a common fiscal backstop was a work in progress.
Longer-term concerns about productivity and competitiveness lingered despite progress on
structural reforms.

Japan also saw a stimulus-induced surge in activity, which is projected to moderate as the effects
of the necessary consumption tax increase unfold. However, for growth to be sustained, the
remaining two arrows of Abenomics—structural reforms and a concrete medium-term fiscal
plan—still needed to be shot.

Activity in emerging market and developing economies, which had been slowing, picked up
slightly in the latter part of 2013, driven by stronger demand from advanced economies. At
the same time, tighter external financial conditions and continued investment weakness were
a drag on domestic demand.

While acute risks had receded, some old challenges persisted and new ones emerged. Among the new
risks was that of prolonged low inflation in advanced economies, especially the euro area. This
could suppress demand and output, depress growth and jobs, and make the process of restoring
competitiveness in stressed economies even harder. Further monetary easing, including through
unconventional measures, was needed in the euro area to help achieve the European Central
Bank’s price stability objective. Quantitative easing was also recommended to be sustained in
Japan.

The second new risk was in emerging market economies. Corporate leverage had been rising,
and there was the added risk of heightened market volatility associated with monetary policy
normalization in the United States, all against the background of a less forgiving external
financial climate. Previous bouts of volatility affected countries with larger domestic and external
imbalances. Strong policy responses by those economies would likely be the best safeguard against
turbulence and preempt the risk of contagion and broad-based financial stress.

Thirdly, new geopolitical risks emerged which could have significant spillovers. These risks
could potentially affect commodity prices, supply chains, and financial flows.

At the same time, some lingering risks still needed to be fixed. As highlighted in the April
2014 Global Financial Stability Report, financial system reform was incomplete and the financial
system remained at risk, with systemic liquidity mismatches and limited progress in tackling the
too-big-to-fail problem. Many countries still faced the challenge of reducing high deficits and
debts while safeguarding growth. Unemployment remained unacceptably high and inequality
was rising.

© IMF Annual Report



TASK 2 Building vocabulary

1 In the Text underline English equivalents for the following word-combinations.

DakTOphl, CIOCOOCTBYIOLIME SKOHOMUYECKOMY POCTY; UCIOJIb30BaTh OOIIUIA MEXaHU3M OIOKETHOM
MOJIEP>KKHU; BCILJIECK JISJIOBOM aKTUBHOCTU; OJ1arONPUSTHBIE JEHEXXKHO-KPEAUTHbBIC YCIIOBUS; y3Ke-
CTOYEHME BHEIIHUX (DUHAHCOBBIX YCJIOBUIA; TOPMO3UTH POCT MTOTPEOUTEIHCKOTO CITPOCaA B CTPAHE;
3aTSIHYBIIWICS TTepPUOA HU3KON MHMISUNY; IMHAMUKA UHBECTULIMOHHOMW aKTUBHOCTU; TTPOAOJI-
KaTh JalibHelIlIee CMSITYeHre MOHETAPHOM MTOJTUTUKY 33 CUEeT HETPAAULIMOHHBIX Mep; MOJIUTUKA
KOJIMYECTBEHHOI'O CMSITUCHUSI; PACcTyILast JOJIsl 3a€MHBIX CPEICTB MPEANPUSTUIL; TTIOBbIILIEHHAST BO-
JIATWJILHOCTh PhIHKA; BCIIECKU BOJIATWJILHOCTU; TIPEAOTBPATUTh PUCK LIEMTHOM peaKIiK; coxpa-
HSIIOIIMECS] PUCKU; CUCTEMHasI ITPOCYeThl B 00beMax JIMKBUIHOCTH; YAePXKMUBaTh SKOHOMUYECKUI
POCT Ha MpPEeXHEM YPOBHE.

2 Find the following word-combinations in the Text and contextualize them. Think of their meaning
and give corresponding Russian equivalents.

Robust private demand; easing financial conditions; durable medium-term fiscal plan; to hold
back momentum; a stimulus-induced surge in activity; consumption tax; tighter external financial
conditions; to suppress demand and output; quantitative easing; to restore competitiveness in stressed
economies; to preempt the risk of broad-based financial stress; to tackle the too-big-to fail problems.

3 Consult special dictionaries for most frequently used phrases with Core Concepts. Make up a list
of them and provide their Russian variants.

TASK 3 Critical thinking

1 Using the word-combinations from Task 1, explain the logical link between the core concepts given
below.

growth quantitative easing

volatility liquidity

2 Interpret the passages in italics in the Text paying better attention to small details. Using the
Signposting Language, provide your line of reasoning.

3 Present the essence of the Text in TWO sentences. Formulate the thesis in the 1st sentence and
support it with major aspects in the 2nd one.

4 Develop the thesis into a brief summary of the Text. Make your summary coherent by a sparing
use of connectors.
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TASK 4 Video: commentary and analysis

IMF Says: Global Growth Patterns are Shifting

www.youtube.com/watch?v=xxCMODa5qtQ

Content words: emerging markets; advanced economies; household wealth; bank lending; monetary
stimulus; full-fledged Banking Union; growth-friendly policy.

1 Using the content words and your background knowledge, try to predict what issues will be raised
in the video.

2 Watch the video and contextualize the Content words to overview the ongoing economic processes.

3 Watch the video again and select information necessary to complete the Table.

Essential
background
information

Key arguments

Supporting 1
arguments
2
3

4 In small groups discuss current economic developments in different areas of the globe.

5 Make up a list of measures to be undertaken by the European Union. Comment on them and say if
they are relevant in Russia’s economic environment. Use the techniques of Signposting Language
and Spoken Punctuation.
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TASK 5 Reading to identify the specific aspects

1 Look through Box 1 to find English equivalents for the phrases given in the Vocabulary Box and
underline them.

2 Read Box 1 and make up a list of recent economic developments in Russia.

BOX 1
Russia: weathering the storm

Russia’s recession deepened in the first half of this year, as the ongoing contraction
in domestic demand accelerated. The economy continues to ride the waves of the
2014 terms-of-trade shock and the implications of geopolitical tensions and continuing
international sanctions. Qil and gas prices remained low through the first half of 2015,
further underscoring Russia’s vulnerability to global commodity markets. However,
imports adjusted to reflect the depreciation of the real effective exchange rate, as the
Central Bank of Russia successfully transitioned to a free float, which eased pressure on
Russia’s external balances. Meanwhile, measures to support the financial sector appear
to have contained systemic risks, and there are early signs of stabilization.

Nevertheless, the pass-through effect of the December 2014 depreciation boosted
inflation to levels not seen since 2002. Despite the deepening recession, controlling
inflation became the central bank’s main policy challenge in the first half of 2015 as
double-digit inflation rates eroded real wages and incomes. Real wage and income
trends illustrate the depth of the recession and its negative impact on household
consumption, which has dropped at a record pace. The decline in real wages was also
the primary mechanism through which the labor market adjusted to lower demand, and
unemployment increased only slightly. The decline in real incomes increased poverty
rates and exacerbated the vulnerability of households in the bottom 40 percent of the
income distribution.
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Vocabulary Box

MpeooeHNe TPy IHOCTEH

MPOJ0JIXKAIOIIEeCs] COKpallleHe BHYTPEHHEro crpoca
10K, BBI3BAHHBIN yXyAIIEHUEM YCIOBUI TOPTOBIU
ysSI3BUMOCTh Poccum, cBsI3aHHAs ¢ CUTyalleil Ha MUPOBBIX CHIPhEBBIX PHIHKAX
KOPPEKTUPOBATH 0OBEMBI UMITOPTA

OTpaxaTh MaJeHNe peaTbHOTO BAIOTHOTO Kypca
MepeiTy K TIaBaloleMy Kypcy

0CJIabJIsATh NaBJIeHUe Ha BHEIIIHETOPTOBbII OataHC
CIEPXXKUBATb POCT CUCTEMHBIX PUCKOB

OTpaHUYEHME YPOBHS MHQISIINN

TJIyOWHA pelecCum

COKpAIIaThCST PEKOPIHBIMHI TEMITAMHU
KOPPEKTUPOBATh C YIETOM CHIDKEHMS CIIpoca
YCYIYOISITh YSI3BUMOCTh JOMOXO3SICTB

3 Scan the text in Box I to find logical connectors. Explain their functions.

4 Look at your list of recent economic developments in Russia and present them in a logical way. Use
appropriate cohesion devices.

19



TASK 6 Rendering the text

1 Render the text below focusing on specific aspects in Russia’s economic landscape.

BOX 2

MocnegHue TeHAEHLUU IKOHOMUYECKOr0 Pa3BUTUS:
npeoAoneHue TpyaHocTeu

B nepsom nonyroauu TekyLLero roga cnag B Poccuu yrinyouncs no Mepe CHuXeHns
BHYTPEHHEro cnpoca. B a3KoHOMUKe no-npexxHemy oLuyiaetcs sausHue 2014 roga, Bbl-
3BaHHOE YXYALIEeHWeM YCNOBUIA BHELLIHEN TOProBW U NOCNELCTBUAMM reononnTUYecKon
HaNPSXKEHHOCTU, a TaKKe COXPaHEHUEM MeXOYHApPOLHbIX CaHKLUMA. Ha npoTsxKeHuu
nepsoro nonyrogna 2015 roga ueHbl HA He(Tb U ra3 0CTaBanMCb HU3KUMWU, 4TO eLle
6onbLIe MOBLICUIO YA3BMMOCTb Poccuu K KoNnebaHUAM Ha MUPOBbIX CbIPbEBbIX PbIH-
kax. BmecTe ¢ TeM, Nof BIMSHWEM CHUXEHMS PeaibHOro BaslOTHOIO Kypca B YCII0BMAX
nepexofa LIb K nnasatoLLemy Kypcy pes3ko COKpaTuics UMNopT, 4To 0Cnabuno AasrieHne
Ha nnaTeXxHbli 6anaxc. B T0 ke BpeMs Mepbl Mo noaaep>xke oMHaAHCOBOro CEKTopa Mno-
3BOJIUMN CAEPXaTb POCT CUCTEMHbBIX PUCKOB, U NOABWUIIUCH MEPBbIE NMPU3HAKM CTABUIIN-
3auuu. Tem He mMeHee, feBanbBauus pyons B aekabps 2014 peska nosbicuna MHMNALMIO
[0 6ecnpeuegeHTHoro ¢ 2002 roga ypoBHA. [laxe B ycnosuax yrny6neHns peueccum
OCHOBHOW cTpaternyeckon 3afayeii LIb B nepgom nonyroguu 2015 rofy cran KOHTPOIb
UHGNAUMKM. JuHammka peanbHbIx 3apniar v JOX0LO0B CBUAETENbCTBYET O ryOuHe pe-
LLlecCun 1 0 ee HeraTMBHOM BNUAHUW HA NOTPe6sieHne, KOTOPOe NPOLEeMOHCTPUPOBASO
PEKOPAHbIA cnaf. CHMKeHWe pearnbHbIX LOXOL0B TAKXKe CTano rMaBHbIM MEXaHU3MoM,
C NOMOLLIbK0 KOTOPOr0 PbIHOK TPyAA afanTUpPOBACA K CHUXEHWIO cnpoca Npu He3Hayu-
Te/IbHOM POCTe YPOBHSA 6e3paboTuLibl. Ha hoHe 06eCLieHeHNs peanbHbIX J0X0L0B CyLLe-
CTBEHHO MOBbICUIICS YPOBEHb 6€HOCTK, 4TO cAenano 6osee yassumbiMu 40% HanMeHee

066ecneYeHHbIX JOMOX03SNCTB.
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TASK 7  Critical thinking

1 Look through Box 3 and identify the characteristics of the Recession in Russia.
2 Compare the situation in the Russian economy in 2014 (Box 1) with that in 2015 (Box 3).

3 Drawing on the analysis of economic developments in Russia and using the IMF regional forecasts,
determine Russia’s place in global economic landscape.

4 Offer the strategy for a way out of the recession. Use the technique of “reading between the lines”.

BOX 3
Russia: searching for a way out of the recession

In 2015 the Russian economy began its difficult adjustment to the combined impact of
the economic sanctions regime imposed in July 2014 and the collapse of global oil prices
laterin the year. These twin shocks sharply decreased national income and depressed both
consumer and investment demand, causing Russia’s real GDP to contract by an estimated
3.7 percent in 2015. Following a brief rally, a second drop in global oil prices in August
2015 delayed the anticipated economic recovery. Persistently low oil prices contributed
to a dramatic depreciation of the ruble, but the country’s flexible exchange rate enabled
a swift adjustment in imports, protected the central bank’s foreign-currency reserves and
limited the negative impact on fiscal revenues. However, pass-through effects resulted
in double-digit inflation, undermining household purchasing power and contributing to
a rapid drop in consumption, as real wages declined sharply. The deterioration of real
incomes coupled with rising food prices resulted in a significant increase in poverty in
2015. Efforts to manage inflationary pressures slowed the pace of monetary easing, and
the central bank has kept its key policy rates at 11 percent since August 2015. Meanwhile,
economic sanctions against Russia were extended, depressing economic confidence
and cutting off Russian businesses and banks from global financial markets. A lack of
affordable credit and plummeting consumer demand caused investment to contract for
the third consecutive year. Despite regulatory forbearance and a massive recapitalization
program, the financial sector remains vulnerable. While the government announced its
commitment to fiscal consolidation, continued budget overruns will further deplete the
already shrinking Reserve Fund.

21



TASK 8 Video: commentary and analysis

Hedging language

Listening for maximizing and minimizing language will help you understand how certain
the speaker is about the point.

To maximize your message, you can use:
e Modal verbs like must, should, have to, need to.
o Adverbs like certainly, clearly, absolutely, completely, entirely.
o Phrases like The first thing to say is..., It’s crucial/ critical to..., It’s clearly ...,
1t’s also true..., Fortunately...

To minimize or soften what you say to avoid sounding too certain, you can use:
e Modal verbs like may, might, can, could.
e Verbs like seem, appear, happen.
e Adverbs like maybe, probably, not necessarily, perhaps, unfortunately.
e Phrases like 70 some extent..., It is likely..., It looks like..., It is a bit...

IMF Says: a Stronger but Uneven Global Recovery

https://www.youtube.com/watch?v=2GEVhrMD5K4

Content words: recovery, advanced economies, emerging market economies, deflation, growth
rate, inequality.

Using the content words and your background knowledge, try to predict what issues will be raised
in the video.

Watch the video and contextualize the content words to overview the ongoing economic processes.

Watch the video again and select information necessary to complete the Table.
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Essential
background
information

Key arguments

Supporting 1.
arguments
Vg
3.

4 Using Hedging Language, provide your reasoning and comments concerning the following issues:
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How does the economic landscape in advanced economies affect economic trends in emerging
economies?

What is underpinning the recovery trend in advanced economies?
What is the difference in the economic situation in the euro core and periphery?

Why is deflation both a symptom and a cause of economic ill health?



TASK 9 Vocabulary Check-Up

1 Render the text using the word-combinations on the right.

Pucku ni1st nporHo3a MUpoOBOTrO PoCTa B OJIMXKAUIINN Me-
PUOJ MPEACTABISIOTCS B LEJIOM COAUTaHCUPOBAHHBIMM,
HO OHM ITO-TIPEKHEMY CMEILEHbI B CTOPOHY CHUXKEHMUS
TEMITIOB pOCTa B CpeAHECPOUYHOI nepcnekTuBe. YTo Ka-
CaeTCs IMOJIOXXUTEIbHBIX MOMEHTOB, TO LIMKJINYECKOE
BOCCTaHOBJIEHHE POCTa MOXKET OKa3aTbCs 00Jiee 3HaUn-
TeJIbHBIM B OJIKalilliell nepcrneKTUBe, OCKOJIbKY YCKO-
pEeHUe pocTa U CMTYeHre (PMHAHCOBBIX YCIOBMI YCUITH -
BalOT APYT Apyra. HeratTuBHBIM (paKTOPOM SIBJISIETCSI TO,
YTO BBICOKHME 1I€Hbl AKTUBOB Ha PbIHKAX W OYEHb HU3-
KH€ MPEMUU 3a CPOK MOBBIIIAIOT BEPOSITHOCTb KOPPEK-
LMY Ha (DMHAHCOBBIX PhIHKAX, KOTOPasi MOXET 0CIa0UTh
POCT U yBEPEHHOCTb. BO3MOXHBIM TPUITEPOM SIBJISIETCS
0oJsee ObICTpOE, UeM OXUAAETCsl, MOBbIILIEHUE 0a30BOM
MHQISLUY ¥ IPOLICHTHBIX CTABOK B CTpaHAaX C pa3BU-
TOU 9KOHOMUKOM TIPpU YCKOPEHUU pocTta cripoca. Eciu
HACTPOEHUSI B MUPOBOM SKOHOMUKE OCTAHYTCS MO3U-
TUBHBIMHU, a UHQISAIMS YMEPEHHOH, TO (pMHAHCOBHIS
YCJIOBUS MOTYT OCTaBaThCsl MSITKUMU B CPEIHECPOUYHOM
TJIaHe, YTO MPUBeAET K HAKOTUIEHNIO (haKTOPOB (PUHAH-
COBOI YSI3BUMOCTH KaK B CTpaHax ¢ Pa3BUTON BKOHO-
MMKOM, TaK 1 B CTpaHaX ¢ (pOPMUPYIOIINMCST PHIHKOM.
ITonuTrKa 3aMKHYTOCTH, T€OMOJUTUYECKAST HATPSIKEH-
HOCTb, a TAKXKE MOJIMTUYECKAst HEONPEIEIEHHOCTD B HE-
KOTOPBIX CTpaHaX TaKKe CO3AAI0T PUCKHU TOTO, UTO MPO-
THO3 HE OIpPaBAACTCSI.

to appear broadly balanced

to remain skewed to the downside
on the upside/downside

the pickup in activity

easier financial conditions

rich asset valuations

compressed term premiums
financial market correction
dampen growth and confidence
accelerate demand

global sentiment

to mute inflation

loose financial conditions

a buildup of financial vulnerabilities
inward-looking policies

to pose downside risks
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UNIT 3 Global Impact and Challenges of Unconventional

Monetary Policies

TASK 1  Reading to identify the main aspects

Before you read the text, study the Core Concepts and Word-combinations and give their Russian
equivalents.

Explain what stands behind the core concepts highlighted in the list below. Identify the most frequently
used concepts. What does this frequency indicate?

Core Concepts and Word-Combinations
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set monetary policy in the context of an established framework
downturn in the real economy

risk of deflation

optimal short-term interest rate

short-term policy rate

loosen monetary conditions

turn to unconventional monetary policy (UMP)
restore market functioning and intermediation
zero lower bound

complacency in the reform agenda

central bank credibility

lay the foundation for sustained growth

reduce the burden on UMP

exit from UMP

have significant spillovers to the rest of the world
entrench the recovery

Read the Text and identify its main aspects. Using Supplement I11, give definitions of the key terms
in bold type. Discuss how crucial they are in global and Russia’s environment.

Global Impact and Challenges
of Unconventional Monetary Policies

Prior to the crisis, central banks in major advanced economies set monetary policy in the context
of an established framework, largely built on a stable banking system. With the downturn in the
real economy and risks of deflation, optimal short-term interest rates became negative. Central
banks could thus no longer rely on their traditional instrument—the short-term policy rate—



to loosen monetary conditions and provide needed support for demand. Central banks turned
to unconventional monetary policies (UMPs) to restore market functioning and intermediation,
and to provide support to economic activity at the zero lower bound on short-term interest rates.

2. However, continued UMP of this type was associated with risks: complacency in the reform
agenda, financial stability, and central bank credibility. It also presents policy challenges for many
emerging markets that have been struggling with the management of large and volatile flows
of capital following the global financial crisis. Stronger structural, financial, and fiscal reforms
were needed in UMP and non-UMP countries to lay the foundation for strong and sustained
medium-term growth, and to reduce the burden on UMP. While UMP had been and remained
critical, it could not substitute for other policies and reforms of a more structural nature.

3. Exit from UMP to support market functioning and intermediation should by and large occur
seamlessly as markets normalized. Exit from policies to support activity, eventually leading
to rate hikes, was not yet warranted given economic conditions at that time. Exit would lead
to some normal interest rate changes, both in UMP and non-UMP countries, but there could
be additional volatility due to market reactions beyond the control of the central bank. This
volatility could have significant spillovers to the rest of the world, with risks to macroeconomic
and financial stability. International policy coordination could in principle improve global
outcomes by mitigating negative cross-border externalities from UMP. The IMF could support
UMP policy implementation and exit by providing a global perspective on these policies through
surveillance, policy buffers to avoid potential side effects, and objective analysis of the potential
gains from international policy cooperation.

©IMF Annual Report
TASK 2  Building vocabulary

1 Find in the Text English equivalents for the following word-combinations.

ITpoBOINTH MOHETAPHYIO MOJUTUKY B KOHTEKCTE CYLIECTBYIOLIEH CUCTEMBI; CTIajl PEaIbHOM KO-
HOMUKM; OCJIa0JISATh AEHEXKHO-KPEAUTHbBIC YCIOBUST; 00paliaThCsl K HECTaHAAPTHBIM MepaM MOHe-
tapHoii noautuku (HMIT); BoccraHaBauBaTh (DyHKIIMOHMPOBAHKE PhIHKA Y (PMHAHCOBOE MTOCPE/I -
HWYECTBO; HyJIEBasi HUXKHSISI TPaHU1Ia KPATKOCPOUHBIX MTPOLIEHTHBIX CTABOK; CAMOYCITIOKOEHHOCTh
B OTHOLIIEHWU MporpaMmMbl pechopM; NoBEpUE K LIEHTpaJIbHOMY OaHKY; yIpaBieHue KPYMHbIMU
1 UBMEHUYMBBIMU MTOTOKAMU KaIUTalla; 3aKJaAblBaTh OCHOBY ISl YCTOMUMBOTO POCTA; YMEHbIIIATh
Harpy3ku Ha HMIT; otxon ot HMII; peakius peiHka, HeKoHTpoaupyeMas LI b; 3HaunTe1pHbIE MTO-
0ouHbIe 3(P(PEKTHI; N30eraTh BO3MOXKHBIX TOOOYHBIX 3(P(PEKTOB.

2 Find the following word-combinations in the Text and contextualize them. Think of their meaning
and give corresponding Russian equivalents.

Risk of deflation; global impact and challenges of UMP; UMP countries; market reactions beyond
the control of the Central Bank; significant spillovers with risks to macroeconomic and financial
stability; to take measures to safeguard stability and preparation for exit; to use buffers; to mitigate
negative cross-border externalities.

3 Consult special dictionaries for most frequently used word-combinations with Core Concepts. Make
up a list of them and provide their Russian variants.
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TASK 3 Video: commentary and analysis

IMF Warns of New Risks to Financial Stability

www.youtube.com/watch?vV=BNNDNRDEDoE

Content words: large-scale asset purchases, long-term interest rates, financial stability, financial
environment, global regulatory reform, systemic risk.

1 Using the content words and your background knowledge, try to predict what issues will be raised
in the video.
2 Watch the video and contextualize the content words to overview the ongoing economic processes.
3 Watch the video again and select information necessary to complete the Table.
Introductory
information

for analysis

Key arguments 1 US Fed policies

2 European authorities policies
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Using the Table, make up a list of policies to be undertaken by the Fed and the European authorities.
Comment on them with the help of the Signposting Language.

Decide if these policies are relevant in Russia’s economic environment.

Try to identify maximizing and minimizing language which indicates the position of the analysts.



TASK 4 Critical thinking

1 Using the word-combinations from Task 1, explain the logical link between the core concepts given
below.

economy deflation
policy rate recovery

2 Interpret the passages in italics in the Text paying better attention to small details. Using
the Signposting Language, provide your line of reasoning.

3 Formulate the thesis of the Text and make it the opening sentence of your abstract. (For reference
see Supplement IV).

TASK 5 Reading to identify the specific aspects

1 Look through Box 4 to find English equivalents for the phrases given in Vocabulary Box and underline
them.

BOX 4
Policies for more robust and sustainable growth

Pulling the global economy out of a protracted period of subdued economic performance will require, first
and foremost, advanced economies to address old challenges, and also emerging market and developing
economies to steer through their growth transitions with credible policies.

For advanced economies, the WEO reinforces many of the messages provided in earlier reports. The euro
area needs to repair its financial systems and adopt a credible banking union supported by a common
backstop. The United States should resolve its political standoff relating to fiscal policy, and promptly raise
the debt ceiling. In addition, the Federal Reserve should carefully manage the process of monetary policy
normalization, taking into consideration prospects for growth, inflation, and financial conditions. Both Japan
and the United States need to accomplish medium-term fiscal adjustment and reform of their social safety
net programs. And Japan and the euro area should adopt structural reforms to boost potential output.

The appropriate policy mix and the pace of adjustment will differ across emerging market economies.
But many economies share common policy priorities. Policymakers should allow their exchange rates
to respond to changes in the environment and act as shock absorbers, while avoiding disorderly market
conditions. In economies where monetary policy frameworks are less credible, efforts may need to focus
more on providing a strong nominal anchor. Financial regulation and prudential actions should be taken
to guard against financial instability. Fiscal adjustment should continue to rebuild buffers, unless downside
risks materialize and funding conditions allow fiscal easing.

A new round of structural reforms is a must for many emerging market economies, including investment
in infrastructure, to reignite potential growth. China needs to rebalance growth away from investment toward
consumption to make way for more balanced and sustainable domestic and global growth.

29



Vocabulary Box

HU3KKME 3KOHOMUYECKUe MoKa3aTeau

aKIIEHTUPOBAaTh BHUMaHN€E HA OCHOBHBIX ITOJTOXEHUSIX
BOCCTaHaBJIMBATh (PMHAHCOBYIO CUCTEMY

co31aBaTh HaJeXXHbI1 0aHKOBCKMI COI03

€IUHBIA MEXaHU3MOM TOAAEPXKKHU

Mpeoa0JieBaTh CYILIECTBYIOIIEE PACXOXKACHME BO B3IJIsIIaX

MIPOBOIUTH MPOLECC HOPMATU3ALUU JeHEXHO-KPEIUTHOM MOJUTUKU

3aBepIIaTh CPETHECPOUHYIO OIOMKETHYIO KOPPEKTUPOBKY
pehopMUpPOBaTH CUCTEMY COLIMATBLHOM 3aIITUTHI

O0OMEHHBIE KypCBI, IEMCTBYIONINE B KA4eCTBE aMOPTU3aTOPOB
obecTeunBaTh MPOYHBIN HOMUHAIBHBINA TKOPb

2 Read Box 4 and highlight the strategies required for more robust and sustainable growth in the

regions under consideration.

TASK 6 Vocabulary Check-Up

1 Render the text using the word-combinations on the right.

Tpetbeit BaxkHeileir chepoii sBasieTcs NMPUBEAEHUE B COOTBET-
CTBHE T7100aIbHOM (PMHAHCOBOI apXUTEKTYpHI ¢ yueToM IToBecTkm
JIHS B ob6nacTy yctoitumBoro pa3sutus 1o 2030 roga. Iist aToro Tpe-
OYIOTCSI CO3IaHKME HOBBIX MPaBUJI O0ECIIeUeHUs] YCTOMUYMBOIO (hu-
HAHCHPOBAHUS U ITOCTEIIEHHBIN Mepexoa OT 3amayu ObICTPOTO M3-
BJICUCHUSI IIPUOBLIN K JOJTOCPOYHOI HEIN CO3MaHMSI T00aBICHHOMN
CTOMMOCTU. Mepbl MaKpOTIPYIEHIMATBHOTO PETYJIMPOBAHUS B COUE-
TaHWU C MEpaMHU IEHEXXHO-KPEIUTHOI, HAJIOTOBO-010KETHOI 1 Ba-
JIIOTHOM TIOJIUTUKU MOTYT CITOCOOCTBOBATh JOCTUKEHUIO 3TUX LieJIei
MMOCPEICTBOM obecriedyeHNUsT (PMHAHCOBOM CTAaOMIIBHOCTH U OTrpa-
HWYEHUS HaKOTUIeHNST (PMHAHCOBBIX pUCKOB. Hakoner, Headek-
TUBHOE yIpaBJieHNEe U MOJIUTHYeCKasT HECTaOMIbHOCTb OCTAIOTCSI
OCHOBHBIMM MPETNATCTBUSIMM Ha IyTH JOCTVKEHUS Liejieid, chop-
MyJIMpoBaHHBIX B [ToBecTKe THS B 00J1aCTH YCTOMYMBOTO Pa3BUTHSI
Ha nepuon a0 2030 roma. B To ke Bpems Oojiee yBEpeHHOIO pocTa
MMPOBOI 3KOHOMMKU KaK TaKOBOT'O HEAOCTaTOYHO, YTOOBI O0JIer-
YUTh YIaCTh JIUII, ITOCTPANABIINX OT KOH(JIMKTOB, KOTIa CYIIeCTBYET
MaJI0 BO3MOXKXHOCTEH IIsl JOCTVKEHUST pealbHOTO Iporpecca Ha IyTH
K YCTOMYMBOMY Pa3BUTHIO. B 4MCIIO MpHOPUTETHBIX 3aa4 JOJIKHA
BXOIUTb aKTMBU3ALIMS YCUJIUI B TIOIIEPKKY ITPEIOTBpAIleHNS K ype-
I'yJIMPOBaHUsI KOH(PJIMKTOB, a TAKXKE YCTpaHEHUE NHCTUTYIIMOHAb-
HBIX HEIOCTATKOB, JIeXKaIlluX B OCHOBE MHOTHX U3 3TUX IPOOJIEM.
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realigning the global
financial architecture
to shift gradually

a target of long-term
value creation

to contain

the build-up of
financial risks

weak governance

to be afflicted

by conflict situations
meaningful progress
redoubling efforts

to support conflict
prevention

and resolution

to tackle

the institutional
deficiencies
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UNIT 4 Lagarde: Monetary Policies Have Bought Time -
Use It Wisely

TASK 1 Reading to identify the main aspects

1 Before you read the text, study the Core Concepts and Word-combinations and give their Russian
equivalents.

2 Explain what stands behind the Core concepts highlighted in the list below. Identify the most
frequently used concepts. What does this frequency indicate?

Core Concepts and Word-combinations

lay the foundation for lasting growth

take the full range of actions

lessen risks of financial turmoil

pace of recovery

balance the need for stability and risk-taking

hunt for higher yields

unhealthy risk-taking

initiation of UMP

foreign exchange exposure

corporate leverage

be alert to the risks of renewed financial instability
affect economic outcomes

communicate clearly the risk

capital flow management

be complemented by a broader spectrum of policies
make progress on fiscal reforms

put the global recovery at risk

place the economy on a path of sustainable growth

3 Read the Text and identify its main aspects. Using Supplement II1, give definitions of the key terms
in bold type.

4 Focus on the following issues:

e Dbasics of monetary policy;
e tight monetary policy and its implications;
e Joose monetary policy and its implications.
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Lagarde: Monetary Policies Have Bought Time -
Use It Wisely

1. The unconventional monetary policies of central banks have bought global policymakers
the time and space to carry out the reforms needed to lay the foundation for lasting growth,
IMF Managing Director Christine Lagarde told an audience of top officials at the Jackson
Hole Economic Symposium.

2. These policies—such as the purchase of assets by central banks to support financial stability
and boost activity—have allowed the global economy to lift itself out of the depths of the financial
crisis. Lagarde called for policymakers to “use this time wisely,” emphasizing two points.

3. First, the need for policymakers to work better together to take into account more fully the impact
of these unconventional policies—local and global—and how that affects the path of exit.
Second, that “all policymakers, within countries and across countries—have a responsibility
to take the full range of actions needed to restore growth and stability.”

Impact on global economy

4. The IMF’s assessment is that the impact of UMP so far has been positive, Lagarde said.
On balance, all countries benefited, first from lessened risks of financial turmoil, then from
increased growth.

5. Estimates suggest that quantitative easing, the purchase of assets by the U.S. Federal Reserve,
boosted world output by more than 1 percent. Although the major gains were in the early phases,
UMP has been a success, she said.

6. While emphasizing that there should be “no rush to exit,” Lagarde said that the period
of exceptionally loose monetary policy must eventually end. But when exactly this happens will
depend on country circumstances. “In Europe, for example, there is a good deal more mileage
to be gained from UMP. In Japan, too, exit is very likely some way off,” she said.

7. “One thing we can say for certain: The path to exit will and should depend on the pace
of recovery,” Lagarde added.

Uncharted territory

8. Just as for entry, exit from UMP will take the world into uncharted territory, said Lagarde.
“Therefore, the Fund and policymakers need to start thinking about what exit will eventually
look like.” The IMF Managing Director highlighted a few aspects:

9. Balance of stability and risk taking: One focus of the IMF’s work is on how best to balance
the need for stability and risk-taking. On the one hand, Lagarde said, long periods of very loose
monetary policy and ultra-low interest rates mixed with the hunt for higher yields could prove fo be
a recipe for unhealthy risk-taking. On the other hand, if UMP had not been implemented,
the result might have been lower growth and greater risk of financial distress.

10. Spillovers: The IMF is also looking at the spillover effects on other countries, Lagarde said, such
as the episodes of rising capital flows as well as increases in asset prices, corporate leverage,
and foreign exchange exposure seen in some emerging market countries following the initiation
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11.

12.

13.

of UMP. She stressed the need to be alert to the risks of renewed financial instability going
forward, adding that “the situation can turn quickly—as we have seen in recent days in some
emerging market economies.”

However, she also noted the difficulty of disentangling the effects of UMP from other factors
affecting economic outcomes. “Not everyone agrees about the size, or even direction,
of spillovers. Bridging or even narrowing these differences is an important step toward deciding
the future course of policy,” Lagarde said.

Sequencing of exit: It will be important to define exactly what is meant by exit, Lagarde observed,
as conventional and unconventional monetary policies are often lumped together. Exit will
involve reversing both, yet it is likely that the more “conventional” aspects (such as guidance
on the future path of policy rates or the rate of future asset purchases) will be done first. As a result,
“exit is likely to be slower and longer than is often portrayed, and feared,” Lagarde said.
Clear communication: It is also imperative that central banks communicate clearly “the risks
to recovery from exiting too soon and the risks to financial stability from exiting foo late,” Lagarde
said. “Even if well managed, exit from UMP may well present other, non-UMP countries with
an arduous obstacle course.” But they have the tools to deal with it, she said, referring to the
use of macro and micro prudential measures, capital flow management measures, and exchange
rate flexibility.

A better mix of policies

14.

15.

16.

While monetary policy has been part of the solution to the ongoing crisis, “it cannot provide
all the answers,” Lagarde said. Unconventional policies need to be complemented by a broader
spectrum of policies needed for durable, balanced growth. She also warned that the hard work
of central banks could be wasted if not enough is done on other fronts.

In the advanced economies pursuing unconventional monetary policies, this means making
progress on medium-term fiscal, financial, and structural reforms.

In the other countries, deeper reforms are also needed for durable medium-term growth, a reality
highlighted by recent concerns about the slowing growth potential of emerging markets.

Coordination can improve outcomes

17.

18.

19.
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“Policies and policy coordination are not yet where they need to be,” Lagarde observed.
“Failing to act at the global level, with each country playing its part, could put the global
recovery at risk. With action, however, we can place the world economy on a path of strong,
sustainable, and balanced growth.”
“We all need to work better together,” Lagarde said. “In today’s interconnected world,
the spillovers from domestic policies—UMP included—may well feed back to where they
began,” she added, noting that looking at the wider interest is thus in everyone’s interest.
The annual Jackson Hole Economic Symposium, held at a mountain resort in the western
U.S. state of Wyoming, brings together central bankers, policy experts, and academics to focus
on emerging issues and trends. This year’s topic is the global dimensions of UMP.

© IMF Survey Magazine



TASK 2 Building vocabulary

1 Find in the Text English equivalents for the following word-combinations.

3aJI0KUTh OCHOBY JIOJITOCPOYHOIO POCTA; BHIATU 13 INIyOOKOT0 (PMHAHCOBOIO KPU3KCa; IMPeaIlpu-
HUMAaTh BCE€ HEOOXOIMMBbIE MEPbI; BOCCTAHABIMBATh POCT; CHU3UTh PUCK (DUHAHCOBBIX MOTPSICE-
HUIT; KOJIMYECTBEHHOE CMSITYEHHUE; PE3KO YBEINYMBATH MUPOBOII 00BbEM MPOU3BOJACTBA; TEMIIbI
BOCCTaHOBJIEHUSI 9KOHOMUKU; TIPUBECTU MUP B COCTOSIHUE HEOIPEAEIEHHOCTU; COOII0OAaTh OajlaHC
MEXIy CTaOMJIBHOCTBIO M pUCKAMU;, CTPEMJICHUE K OOJIbIIeil JOXOOTHOCTH; BBeIeHNE HETPAIULIMOH-
HOW IEHEXHOM MOJUTUKU; UATU HA HEOTIPABAAHHBIN PUCK; UCITOJIb30BAHME KOMITAHUEH 3a€MHBIX
CPEeICTB; BBIXO/ Ha BAJIIOTHBIE PHIHKI; ONACaThCsl pUCKa BO30OHOBIEHUS (PMHAHCOBOM HECTAOUIIb-
HOCTH; BJIMSITh HA 9KOHOMUYECKHE PE3YIbTAThl; YETKO OOBSICHITHh PUCKM; YIIPABJICHUE ITOTOKAMU
KaIlUTAaJIa; JOIIOJIHATHCS LIMPOKUM CIIEKTPOM MeDP; OCTUTATh IIporpecca B (PUCKaIbHBIX peopMax;
MoJBEPraTh PUCKY BOCCTAHOBJIEHNE MUPOBOI 9KOHOMMKH; BIBOJAUTH 9KOHOMUKY Ha MyTh YCTOM-
YMBOTO COaJaHCUPOBAHHOTO POCTA.

2 Find the following word-combinations in the Text and contextualize them. Think of their meaning
and give corresponding Russian equivalents.

To buy the time to carry out reforms; to use the time wisely; more mileage to be gained from UMP;
to take the world into uncharted territory; to be a recipe for unhealthy risk-taking; financial distress;
corporate leverage; spillovers from domestic policies.

3 Consult special dictionaries for most frequently used word-combinations with Core Concepts. Make
up a list of them and provide their Russian equivalents.

Reporting Verbs in Academic Discourse

In academic discourse, you will often need to refer to the publications
of others, also called secondary sources. 4 reporting verb is a word which is used
to discuss or comment on the works of other people. Reporting verbs can be very
effective in showing different shades of meaning.

Nouns are often used in academic discourse ro present other people’s ideas.
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Function Verbs

Addition add, remind

Agreement agree, admit, accept, acknowledge, confirm, recognize, support

Argument argue, interpret, justify, insist, prove, promise

Believing believe, hope, claim, declare, express, maintain, insist

Disagreement disagree, doubt, criticize, deny, dispute, object, oppose, reject,
question,

Discussion discuss, comment, examine, explore, reason

Emphasis emphasize, underscore, highlight, focus

Evaluation analyze, assess, compare, consider, contrast, evaluate, examine,

estimate, investigate

Explanation articulate, clarify, explain, illustrate

Presentation announce, comment, define, describe, identify, imply, inform, list,
mention, outline, point out, present, remark, report, reveal, show,
state, study, use

Suggestion advise, advocate, assert, postulate, propose, suggest, recommend,
urge

Conclusion conclude, find, infer, realize
Nouns

study, statement, implication, argument , claim, assertion,
assessment, assumption, emphasis on, stress on, demonstration of,

proof of, finding

4 Scan the Text and make up a list of all the reporting verbs used in it.

5 Using the Table, determine the functions of the chosen verbs and put them under the corresponding
headings.

6 Identify the functions of the verb ‘said’ in the Text and replace the verb with appropriate synonyms
from the Table.

7  Turn the direct quotations from the Text into indirect ones using the Reporting Verbs.

8 Provide the corresponding reporting nouns for some verbs in the Table.
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The Art of Direct & Indirect Quoting

Task 3 Mastering the art of quoting

1 Read the text below and identify the specific features of the two types of quoting.

Direct quotations are the exact words
of someone else woven into your writing.
When used correctly and sparingly, direct
quotes make an impression that strengthens
your words. Direct quotes are always offset
with quotation marks. (See the proper way to
punctuate and present direct quotes toward
the bottom of this article.) Below is an example
of a direct quote:

E.g. In the words of George Washington
Carver, “When you do the common things
in life in an uncommon way, you will command
the attention of the world.”

Indirect quotes are paraphrases
or summaries of the words of someone
else worked into the text of your writing.
Essentially, indirect quotes carry the meaning
of a speaker or writer’s original words without
using the exact words. Indirect quotes are not
offset by quotation marks. Below is an example
of an indirect quote:

E.g. George Washington Carver believed
that the world takes notice when your everyday
actions are done extraordinarily. (Paraphrase
of the previous example of a direct quote.)

Giving credit where it is due

While using a direct or an indirect
quotation, you must always give credit
to the person whose words you are using.
This is easily achieved by including the author
or speaker’s name as a lead-in to the quote
for both direct and indirect quotations.
When you do not give the appropriate credit
where it is due, you are plagiarizing. Below
are a few ways you can lead in to both types
of quotations:

e According to [the author or speaker], ...

e [The author or speaker| says/said,
claims/claimed, reports/reported that...

e In the words of [the author or
speaker], ...

Choosing which to use

While both types of quotations
are useful to add more color to your writing,
you might sometimes struggle with which
to use. Sometimes an original author
or speaker’s words are so powerful that using
an indirect quote where you are summarizing
or paraphrasing reduces the effectiveness
or loses the passion, conviction or strength
with which the words are used. In these
cases, stick with the direct quote to have
the maximum effect on your readers. Similarly,
if you are trying to paraphrase or summarize
something that is confusing or that you do
not understand well enough to do so, use the
direct quote instead so that the meaning is not
lost in your translation of the words.

Another important consideration is the
type of writing you are doing. If you are writing
something scientific, the general practice is to
use direct quotations as little as possible. Instead,
paraphrasing is preferred except in cases where
the information is very precise, eloquent
or peculiar. Similarly, if you are writing about
literature, direct quotes are often preferred
because the exact words are what you are
discussing or to what you are referring.

Shifting between the two types

When incorporating quotations, it is okay
to use a mix of both direct and indirect quotes.
In fact, it is even advised to do so. Using all direct
quotes or all indirect quotes can create bland,
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repetitive content. Indirect quotes are useful
when you simply need to summarize events,
processes or details from an original source.
Direct quotations are useful for incorporating
coined phrases and passionate, precise
or flavorful words of someone else.

Overusing quotations

It is easy to overuse both types of quotations;
however, you should avoid doing so in every
situation. Writing is about conveying your
thoughts, ideas, knowledge and more through
your own words. When you use too many words
from the mouths of others, it is no longer
your own work. Strive to incorporate only
those quotes, both direct and indirect, that
strengthen, back up or demonstrate an idea
or thought.

Direct quotes and commas

Direct quotes are often offset by commas
following the last word that precedes

TASK 4 Critical thinking

the quotation mark. Likewise, a comma follows
when the sentence continues after the direct
quotation has ended. Consider the following
example:

E.g.: Sun-Tzu said long ago, “Keep
your friends close and your enemies closer,”
which drives home the fact that staying aware
of your enemies can give you a distinct tactical
advantage during times of war.

Direct quotes and interruptions

Sometimes you might choose to present
a direct quotation with the credit given
to the original author or speaker in the center
of a sentence. In this case, the beginning of the
first part of the quotation requires a capitalized
first word; however, when the quotation
is continued after an interruption, the first
word is not capitalized. Consider the example:

E.g: “Alittle learning,” according to English
poet Alexander Pops, “is a dangerous thing.”

© View Worksheet

1 Using the word-combinations from Task 1, explain the logical link between the core concepts given

below.

risk

recovery

corporate leverage

capital flow

foreign exchange

2 Interpret the passages in italics in the Text. Provide your line of reasoning using the Signposting
Language. Follow the principle: main argument plus supporting arguments.

3 Give your assessment of the interplay of direct and indirect quotes in the Text. What is prevailing?

Why?

4 Find the cases of Hedging Language (modal verbs, impersonal structures, adverbials)
in Lagarde’s analysis. Comment on the author’s stance, implications or message.

5 Select a few short quotations from the Text that might be relevant for your future research.
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TASK 5 Vocabulary Check-Up

1 Render the text using the word-combinations on the right.

XoTg MHOTUE (DaKTOPbI YSI3BUMOCTH, COXPAHSIBIIMECS MOCIE
J100aJIbHOTO (PHAHCOBOI'O KPM3MCA, YKe HE CTOJIb OUeBUIHEI,
psin aKTOpPOB pUCKa Bee elne coxpaHstorcs. OTCyTCTBUE YeT-
KOM TOJUTUKU AenaeT 00jee TyMaHHBIMM MEPCIEKTUBbI, Ka-
calolluMecss MUMPOBOI TOPTOBJIM, MOMOILIM B LEASIX Pa3BUTHS,
peleHus NpodaeM MUTpaLlMM U UBMEHEHMST KJIMMaTa U MOXET
3aTOPMO3UThH TPOLIECC OXKUBACHUSI MHBECTULIMOHHOMN aKTUB-
HOCTU Y POCT MPOU3BOAUTEIBLHOCTA B MUPOBOK IKOHOMMUKE.
Poct reonoauTruecKoii HaNpPSDKEHHOCTM MOXET IIPUBECTHU
K OMHOCTOPOHHUM ACUCTBUSAM U U3OJSILUU. [TpoaomkuTenb-
HbIiA TIepuoA M30bITKA JMKBMAHOCTA HAa MMPOBBIX PBIHKAX
Y HU3KOI CTOMMOCTHU 3a€MHBIX CPEACTB CITIOCOOCTBOBAIN NAJTb-
HEUIIIeMY pOCTY JOJTOBOM HArpy3K1 M (DPMHAHCOBBIX TUCIIPO-
MMOPpLUiA. DTO CBSI3aHO TaKKe C HBIHEIITHUM BEICOKHIM YPOBHEM
LICH Ha aKTUBbI, KOTOPbI MOXKET CBUAECTEIbCTBOBATb O TOM,
YTO B TEKYILIMX LIEHAX HEAOCTATOYHO YYUTHIBAIOTCS UMEIOLIIUE-
csl pucKu. MHorue pa3BUBarOIIUECs] CTpaHbl, OCOOEHHO CTpa-
HbI ¢ 00JIee OTKPBITBIMU PhIHKAMU KaIluTaja, ysI3BUMbI TIepe
JIMLIOM PE3KOro MOBBIIIECHUS BOCIIPUMMYUBOCTU K PUCKY, HE-
pPeryJIMpyeMoro COKpalieHus JUMKBUAHOCTA HA MUPOBBIX PbIH-
Kax ¥ BHE3almHOro BbIBoAA KanuTana. K TakuMm pe3kuM m3me-
HEHUSIM MOXET MPUBECTU HOPMaIM3alusl KPeaAUTHO-ACHEX-
HOM MOJIMTUKU B CTpaHaX C pa3BUTOM SKOHOMUKOM. JleicTBUS
LICHTPAJIbHBIX OAHKOB PAa3BUTBIX CTPAH OCYILECTBIISIIOTCS B CO-
BEPLICHHO HOBBIX IJII HUX ycaoBUsIX. [ToaTOMy (hMHaHCOBbBIE
PBIHKY OYAyT MeHee MpeackKa3dyeMo pearupoBaTh Ha J00bIe 13-
MEHEHMUS MOJUTUKHM, YEM BO BpeMsl MPOLLIbIX NEPUOIOB KO-
HOMMYECKOrO MOAbEMA, U MOATOMY CTAHOBUTCS BbIIIE PUCK
CTPAaTEeTMYECKUX ITPOCUYETOB.

loom on the horizon
policy uncertainty
cloud prospects
development aid

delay a more broad-
based rebound
unilateral and isolatio-
nist policies

abundant global liquidity
a build-up of financial
imbalances

an under-pricing of risk
remain vulnerable

to spikes in risk aversion
a disorderly tightening
of global liquidity
conditions

sudden capital
withdrawal

trigger a spike
unchartered territory
amplify the risks

policy errors
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UNIT 5 Monetary Policy in Developing Countries:

the Way Forward

TASK 1  Reading to identify the main aspects

Before you read the Text, study the Core Concepts and Word-combinations and give their Russian
equivalents.

Explain what stands behind the Core concepts highlighted in the list below. Identify the most
frequently used concepts. What does this frequency indicate?

Core Concepts and Word-combinations

42

implement modern monetary policy frameworks
anchor inflation

reduced fiscal dominance

increased exposure to global capital markets
sound forward-looking MP

price stability as the primary objective of MP
effective operational framework
inflation-targeting framework

interest-rate based operating framework
standing facilities

reserve requirements

enhance analytical capacity

Read the Text and identify its main aspects. Using Supplement III, give definitions of the terms
in bold type. Discuss how crucial they are for developing countries.

Monetary Policy in Developing Countries:
the Way Forward

Many low- and lower-middle income countries are seeking to implement modern monetary
policy frameworks that better anchor inflation and promote macroeconomic stability and growth,
according to a new study from the International Monetary Fund.

There has been significant progress made toward the liberalization and deepening of financial
markets over the past twenty years. But according to the IMF, greater central bank independence,
reduced fiscal dominance, and increased exposure to global capital markets have put pressure on an
increasing number of lower income countries to modernize their policy frameworks.



Sound principles of monetary policy still apply

3. The study by IMF staff, Evolving Monetary Policy Frameworks in Low-Income and Other
Developing Countries , aims to provide guidance to this group of countries, and uses the same
set of principles that characterize effective monetary policy frameworks in countries with scope
for independent monetary policy.

4. These principles, according to the report, include:

a clear mandate and operational independence to pursue its goals;

price stability as the primary objective of monetary policy over the medium term;

a medium-term inflation objective that guides monetary policy actions and

communications;

macroeconomic and financial stability considerations when determining policy;

clear and effective operational framework aligned with market conditions and policy stance;

transparent forward-looking policy strategy;

clear communications, which enhance the overall effectiveness of monetary policy.

5. While these principles are consistent with an inflation-targeting framework, the paper emphasizes
that these frameworks are not the only way to implement them. “For one thing, the meaning
of the term ‘inflation targeting’ varies and has evolved over time. The principles stated in the
paper stress the primacy of a medium-term inflation objective, but do not require an unduly
narrow focus on inflation at the expense of considering the impact on the real economy and the
financial system,” the study says.

Price stability - a critical first step in reform agenda

6. The report also emphasizes the importance of price stability as a primary objective
in a country’s reform agenda — as it moves to an interest-rate based operating framework
and greater exchange rate flexibility. The development of analytical tools for policy making
and techniques for effective communication are also critical to help anchor inflation expectations,
the paper says.

7. Enhancing analytical capacity should also be part of the modernization process, the report
says. Improving the central bank’s capacity to interpret data helps produce coherent medium-
term forecasts and analysis, and provides policy recommendations consistent with current
and expected state of the economy and the policy objectives. This requires the development
of quantitative frameworks for monetary policy analysis and forecasting, including
the development of a quarterly projection model.

8. Another important goal in the modernization process, according to the study, is to increase
control over short-term interest rates, by establishing appropriate central bank monetary instruments
(Which typically combine standing facilities, open market operations, and reserve requirements).
While the move toward interest-rate based frameworks can be swift, the report says, the end
point should be a framework where policy is signaled with a “policy rate” that anchors interest
rates in the financial system.

©IMF Survey
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TASK 2 Building vocabulary

1 Find in the Text English equivalents for the following word-combinations.

Peanu3oBbIBaTh COBPEMEHHYIO CUCTEMY MEP MOHETAPHOI MOMUTUKU; CIePXKUBATh UHOIISAINIO;
CMocoOCTBOBATh MAKPOSKOHOMUYECKOI CTAOUIBHOCTU; CHUXKEHUE (PUCKATbHOTO MTPEUMYIIECTBA;
boJiee MIMPOKUI TOCTYI K MUPOBBIM PhIHKAM KaIlUTalla; B3BEIIEHHAs JaJTbHOBUIHAS MOHETapHAast
MOJUTHUKA; LIEHOBAsl CTAOUJIBHOCTD KaK MepBOCTEeIICHHAsl 3a/lada MOHETAPHOI MOJIUTUKY; 3 deK-
TUBHAs CUCTeEMa Mep; CUCcTeMa MH(MIISIIMOHHOTO TAPreTUPOBAHUS; CUCTEMA MEP C YIETOM IIPOLIEHT-
HOI1 CTaBKM; CYLLIECTBYIOLIMIA MEXaHU3M PeryJIMpOBaHUS; MOBBIIIATh AaHAIUTUYECKUI TOTEHLIMAT.

2 Find the following word-combinations in the Text and contextualize them. Think of their meaning
and give corresponding Russian equivalents.

To modernize policy frameworks; countries with scope for independent monetary policy (MP);
macroeconomic and financial stability considerations; transparent forward-looking policy strategy;
exchange rate flexibility; commitment to the primacy of price stability; to produce coherent medium-
term forecasts; reserves requirements; policy recommendations consistent with the state of the
economy.

3 Consult special dictionaries for the most frequently used word-combinations with Core Concepts.
Make up a list of them and provide their Russian equivalents.

TASK 3  Critical thinking

1 Using the word-combinations from Task 1, explain the logical link between the core concepts given
below.

inflation reserve requirements
price

2 Interpret the passages in italics in the Text. Develop your line of reasoning using the Signposting
Language.

3 Identify the markers of indirect quotes in the Text. Using the Reporting Verbs, paraphrase
the sentences.

4 Find the cases of hedging language (modal verbs, impersonal structures, adverbials) in the Text.
Use the technique of ‘reading between the lines’.

5 Formulate the thesis of the Text. Make it the opening sentence of your abstract. You may find most
typical patterns of abstracts in Supplement IV.
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TASK 4 Video: commentary and analysis

Four Factors Shaping the Global Economy

www.youtube.com/watch?v=y0z9H3k8Ne0

Content words: substantial increase, advanced economies, emerging and developing economies,
debt levels, fiscal consolidation, buffers, exchange rate movements.

1 Drawing on the title of the video, content words and your background knowledge, try to predict what
issues will be raised in the video.

2 Watch the video and contextualize the Content words to overview the ongoing economic processes.

3 Watch the video again and select information necessary to complete the Table.

Essential
background
information

Arguments supporting | 1. Growth remains uneven

each factor

2. Weak banks and high debt levels weigh on growth

3. Oil prices have declined

4. The US dollar is strengthening

4 Prepare a 3-minute presentation on the factors shaping global economy after the Recession.
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TASK 5 Reading to identify the specific aspects

1 Look through Box 5 to find the English equivalents for the phrases given in the Vocabulary Box and
underline them.

BOX 5
Policies to fix three global challenges

The IMF said policymakers need to deliver additional measures to create a more balanced and potent
mix of policies to reduce risks and support growth. If not, market turmoil could recur and intensify, and
could create a pernicious feedback loop of fragile confidence, weaker growth, tighter financial conditions,
and rising debt burdens. This could tip the global economy into economic and financial stagnation. In such
a scenario, the report estimates that world output could be almost 4 percent lower than the baseline over
the next five years.

To avoid this downside scenario, policymakers must tackle a triad of pre-existing global challenges:
namely crisis legacy issues still unaddressed in advanced economies, elevated vulnerabilities in emerging
markets, and systemic market liquidity risks. By tackling these challenges, world output could be as much
as 1.7 percent above the baseline by 2018.

First, policymakers in advanced economies need to tackle crisis legacies, particularly banks, as they
play a key role in financing the economy. Banks in advanced economies are now safer, according to the
IMF. However, they came under significant pressure from financial markets at the start of the year, as the
economic outlook weakened and became more uncertain.

But banks also face important structural challenges in adapting to the new post-crisis realities that
continue to depress their profitability. Many banks in advanced economies face significant business model
challenges. In the euro area, market pressures also highlight long-standing legacy issues. Banks urgently
need to tackle elevated nonperforming loans using a comprehensive strategy. Over time, they will also need
to address overcapacity in some banking sectors. Finally, Europe must also complete the banking union
and establish a common deposit guarantee scheme.

Second, policymakers in emerging markets need to bolster their resilience to global headwinds. The
sharp fall in commodity prices has exacerbated both corporate and sovereign vulnerabilities, keeping
economic and financial risks elevated. After years of growing indebtedness, emerging economies face a
difficult combination of slower growth, tighter credit conditions, and volatile capital flows. So far, many
emerging market economies have shown remarkable resilience to this difficult environment, thanks to the
judicious use of buffers accumulated during the boom years. But buffers are depleting, with some countries
running out of room to maneuver, the IMF said.

Third, as the health of the corporate sector deteriorates, especially in commodity exporting countries
and commodity related sectors, refinancing pressures may become more acute. This can generate spillovers
to the sovereign, as many weaker corporates are state owned. Bank buffers are generally adequate in many
emerging markets but may be tested by increasing nonperforming loans. These interlinkages underscore
the importance of close monitoring of corporate vulnerabilities, swift and transparent recognition and
management of nonperforming assets, and strengthening the resilience of banks.

© IMF Survey Magazine
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Vocabulary Box

3¢ deKTUBHBIN HAOOP MOJUTUIECKUX MED

Pa3pyIIUTETbHBIN LMK OOpaTHOM CBSI3U

MTONTOJKHYTh MUPOBYIO 9KOHOMUKY K (PMTHAHCOBOM CTarHAIIUU
0a3uCHBIN CLIeHApUil

CILIeHapuii, TIpeIycCMaTPpUBAIOIINI CHIDKEHHE pocTa

TpHUaja CyIleCTBOBABIIUX paHee M00aJbHBIX MPOOJIeM

pelaTh NpobJeMbl, BO3HUKILKE B pe3yJibTaTe Kpu3uca
9KOHOMMYECKUE MEePCIIEKTUBBI

HETaTUBHO CKa3bIBaThCSl Ha peHTa0eIbHOCTH OAaHKOB
MTOHU3UTH BEICOKUI YPOBEHBb HEBO3BPATHBIX KPEIUTOB

perraTh IpobeMy M30BITOYHOTO TIOTEHIINAIAa HEKOTOPBIX OAHKOBCKUX CEKTOPOB
cO371aTh OOIIYIO0 CUCTEMY CTPaXOBaHUsI BKJIaJ0B

(bakTOpHBI, CAEPKUBAIOLINE POCT MUPOBOM SKOHOMUKU
pa3yMHOE UCIOJIb30BaHKe Oy(hepHBIX Pe3ePBOB

TEPSITh MMPOCTPAHCTBO MIJIsT MaHEBpa

TIIATETbHBIM MOHUTOPUHT

2 Read Box 5 and highlight the recommendations for policymakers in advanced and emerging markets.
Pay special attention to the modality of the analysis presented in the text.

3 Comment on the steps necessary to tackle a triad of pre-existing global challenges.

Pre-existing global challenges

.
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TASK 6 Video: commentary and analysis

IMF Warns of Threats to Financial Stability

www.youtube.com/watch?v=ntgB3Itlo00

Content words: macroeconomic risks, emerging markets, advanced economies, banking sector,
market-based financial system, structural reforms.

1 Drawing on the title of the video, content words and your background knowledge, try to predict what
issues will be raised in the video.

2 Watch the video and contextualize the content words to overview the ongoing economic processes.

3 Watch the video again and select information necessary to complete the Table.

Essential

background

information

Key arguments 1.
2.
3.

Supporting arguments | 1.

4 Give a brief analysis of the threats to global financial stability.
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TASK 7 Reading to identify the specific aspects

1 Look through the text to find the English equivalents for the phrases given in the Vocabulary Box and
underline them.

2 Read Box 6 and highlight the primary goal for the Chinese authorities.

BOX 6
China can manage transition

Among emerging economies, the most important one is China. China continues to
navigate a complex transition to a slower and more balanced pace of growth and a more
market-based financial system. The Chinese authorities have advanced reforms but the
transition remains inherently complex, according to the IMF.

The corporate-bank nexus is also critical. Despite progress on economic rebalancing,
corporate health in China is declining due to slowing growth and lower profitability. This
is reflected in the rising share of debt held by firms that do not earn enough to cover their
interest payments. This measure, which the IMF labels “debt at risk,” has increased to 14
percent of the debt of listed Chinese companies, more than tripling since 2010.

Increased strains in Chinese firms are important to Chinese banks. The report estimates
that bank loans to companies potentially at risk in China could translate into potential bank
losses of approximately 7 percent of GDP.

“This may seem like a large number, but it is manageable given China’s bank and policy
buffers and continued strong growth in the economy,” said IMF Financial Counsellor .
“Equally important, the Chinese authorities are aware of these vulnerabilities and are putting
in place measures to deal with the over indebted corporates.”

The IMF said the magnitude of these vulnerabilities calls for an ambitious policy
agenda: addressing the corporate debt overhang; strengthening banks; and upgrading the
supervisory framework to support an increasingly complex financial system.

© IMF Survey Magazine
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Vocabulary Box

CTpaHbI ¢ GOPMUPYIOLINMCSI PHIHKOM

KOHTPOJIMPOBATh IMPOLIECC MEPEX01a K YCTOMYMUBBIM TEMIIAM pOCTa

MIPOJBUTATHLCS T10 TTYTU pedhopM
CBSI3b MEXITY TIPEINTPUATASIMU U OaHKaMU
CUTYyaIus B KOMITAHUHT

[0Ka3aTeslb, Ha3bIBAEMBIN «OJIT, TIOABEPXKEHHBIA PUCKY»

yCUJIEHUE HAMPSKEHHOCTH B KOMITAHMSIX
MPEIIPUSATHS ¢ Ype3MEPHBIM YPOBHEM J0JITa
CTeTeHb YSI3BUMOCTHU

MaciTabHas IIporpaMma Mep

po6JieMa N30BITOUHOTO A0JITA IPEAIPUSI TN
YCOBEPIIEHCTBOBATh CUCTEMY HaI30pa

Bce OoJiee ciioxHast (hMHaHCOBas cUcTeMa

3 Discuss the strategies of the Chinese authorities to achieve the primary goal.

TASK 8 Vocabulary Check-Up

1 Render the text using the word-combinations on the right.

B HBIHEITHUX MaKpO3KOHOMUYECKUX YCIOBUSIX IIPEACTa-
BUTEIN TUPEKTUBHBIX OPTAHOB IOJIKHBI YAEISITh OCHOB-
HOe BHMMaHMe YeThIpeM KOHKPETHBIM o0macTsM. B mep-
BYIO OYepeab HYKHO YIIOMSHYTb JaBHO Ha3pEBIIYIO He-
00XOIMMOCTh TUBepcUUKALIMA S KOHOMUKH TEX CTpaH,
KOTOPBIE MO-TIPEXXHEMY CUJIBHO 3aBUCST OT HECKOJIBKUX
OCHOBHBIX ChIPEBBIX TOBAPOB. DTOT TE3UC MONTBEPKIAIOT
HeJlaBHUE TsDKeJIble SKOHOMWYECKUE TPYIHOCTH, BhI3BaH-
HbIe TIPUBEICHNEM B COOTBETCTBHE 1IEH Ha CHIPhEBEIE TO-
Bapbl. s obecrieyeHuss cOaTaHCUPOBAHHOTO U YCTONYM-
BOTO POCTa B OyAyLIEM UpPE3BbIUaiiHO BaXKHO TaKXKe OCTAHO-
BUTb POCT HEpAaBEHCTBA U IIPUHSITH MEPBI JIST peLICHUS STOU
po0JieMEl. J1J1 3TOTO TpeOyeTCsI IPUHATH KPaTKOCPOUYHBIE
Mepbl JJIs1 MOBBILIEHUS YPOBHS XU3HU Haubosee 00e310-
JIEHHBIX TPYIII HaceJeHUs 1 OoJiee T0JITOCPOUHbIE cTpaTe-
I, HalIpaBJIcHHbIE Ha 0OeCIIeUYeHE PaBHBIX BO3MOXKHO-
CTeii, TaKMX KaK pacliipeHue 10CTyIa K ycayram B 00JacTu
3IpaBOOXpaHEHUS M 00pa30BaHMsI, a TAaKXKe WHBECTULINU
B CTPOUTENIBCTBO TOPOT U 3JIeKTPUGUKALINIO.

current macroeconomic
backdrop

long-standing need for basic
commodities
commodity price
realignments

stem and redress the rise
in inequality

the deprived

address inequalities

in opportunity
broadening access
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UNIT 6 World Economy Needs Smart Fiscal Policies

TASK 1  Reading to identify the main aspects

Before you read the Text, study the Core Concepts and Word-combinations and give their Russian
equivalents.

Explain what stands behind the Core concepts highlighted in the list below. Identify the most
frequently used concepts. What does this frequency indicate?

Core Concepts and Word-combinations

52

smart fiscal polices

encompass structural reforms

have sizeable costs

offset the adverse short-term impact of reforms
facilitate political consensus on reforms
value public investment

use targeted measures

reform fatigue

fiscal sustainability

keep overall budget deficit in check
rising contingent liabilities

looming risks

policy room for maneuver

scale up growth-enhancing infrastructure
strengthen fiscal governance

Read the Text and identify its main aspects. Using Supplement III, give definitions of the terms
in bold type. Discuss how crucial they are in global and Russia’s environment.

World Economy Needs Smart Fiscal Policies

Fiscal policies can help support job creation, though designing the right policies will depend
on conditions in individual countries.

Job creation sits atop the policy agenda globally. High and persistent levels of unemployment
call for a broad policy response, generally encompassing structural reform and other economic
policies. While fiscal policy cannot substitute for comprehensive reforms, it can support
job creation in a number of ways, according to the IMF’s latest Fiscal Monitor.



3. According to the International Labor Organization, global unemployment exceeds 200 million
people, and an additional 13 million people are expected to be unemployed by 2018. In order
to address the high and persistent levels of unemployment, the IMF is calling for a multipronged
policy response, where fiscal policy works in tandem with broader structural reform efforts
to support job creation.

4. “Under certain conditions, the fiscal decisions taken by countries can help promote labor market
reforms,” said Vitor Gaspar, Director of the IMF’s Fiscal Affairs Department. “Labor market
reforms can have sizeable costs. A higher deficit or slower pace of deficit reduction can absorb
these costs and offset the adverse short-term impact of reforms on output and employment.
It can also facilitate political consensus on reform, for instance, by compensating groups that
may be adversely affected by the change. Smart fiscal policy also values public investment.”

5. Policymakers can use targeted measures—cuts in employers’ social contributions or reform
of pension systems—as part of an arsenal of policies designed to help fix some of the current
weaknesses in labor markets, such as high youth unemployment and low participation in the
labor force by women and older workers. Measures targeted to specific labor market trouble
spots are more cost effective than blanket ones.

Advanced economies’ efforts on track

6. Inadvanced economies, a slowing pace of deficit reduction should provide support to economic
activity. Fiscal efforts over the past five years in many of these countries have helped to stabilize
debt-to-GDP ratios, though the average debt-to-GDP ratio across all advanced economies
is expected to exceed 100 percent of GDP at the end of the decade. Hesitant recovery and risks
of low inflation and reform fatigue call for fiscal policies that carefully balance support for growth
and job creation with fiscal sustainability.

7. With continued uncertainties regarding the strength of the recovery, fiscal policies now often
include measures aimed at increasing competitiveness, employment, and long-term growth.
The challenge, according the Fiscal Monitor, is how to absorb the costs associated with these
measures in such a way so as to keep overall budget deficit in check. This could be achieved
by cutting spending in other areas or shifting to other forms of taxation.

Emerging markets on guard

8. Although budget deficits and debt ratios remain moderate on average, fiscal positions and risks
vary widely across emerging market and middle-income economies. While immediate pressures
on public finances have eased, the IMF sees lower potential growth, prospects of tighter
financing conditions, and rising contingent liabilities as looming risks.

9. Inemerging market and middle-income economies, debt ratios and deficits remain generally
moderate, although on average above pre-crisis levels. The prospect of increasing risks calls
for rebuilding the policy room for maneuver that was used during the last few years.

10. Geopolitical conflicts in Ukraine and the Middle East could also raise fiscal risks, but the
report acknowledges these are difficult to measure at this point in time.
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Developing countries on uneven ground

11. As for low-income developing countries, with a few exceptions, immediate fiscal risks
are generally moderate. A key policy challenge in low-income developing countries is to
scale up the provision of social public services and growth-enhancing infrastructure, health,
and education.

12. Looking forward, efforts should focus on improving fiscal outcomes through revenue
mobilization, budget prioritization, and greater efficiency of public spending. Another important
policy challenge is strengthening fiscal governance, especially for the growing number of low-
income developing countries that are gaining access to global financial markets.

TASK 2 Building vocabulary

1 Find in the Text English equivalents for the following word-combinations.

PazymHas HanmoroBo-0101KeTHasl ITOJIMTHUKA; OXBAaThIBaTh CTPYKTYPHBIE Pe(OPMBI; HECTU 3HAUM -
TeTbHBIC U3IEPKKI; KOMIIEHCUPOBATh KPAaTKOCPOYHBIE HEOIArOIPUSITHEIC TTOCTEACTBUS pedopM;
CMOCOOCTBOBATh JOCTHXKEHMIO TIOJJUTUYECKOTO COTJIACUS MO BOIPOCy pedopM; TToTeHIATIbHbIE
PUCKH; OTBOIUTH BaXKHYIO POJIb TOCYITAPCTBEHHBIM MHBECTUIINSIM; HCTTOJIB30BaTh aApeCHBIC MEPHI;
clieoBaTh HAMEUEHHBIM KYpPCOM; HEYCTOMYMBOE SKOHOMUYECKOE BOCCTAHOBICHUE; HEXeJIaHUE
MIPOIOJIKATh Pe(DOPMBI; YCTOMIMBOCTD OIOIKETA; TOKPHIBATh M3IEPXKKH; CACPKUBATH OOIITNIA 010~
JKEeTHBIN AeULINT; pOCT He3aIIaHUPOBAHHBIX 3a0JKEHHOCTEH ; TOTEHIIMAbHBIE PUCKU; BO3MOXK-
HOCTH JIJIST MaHeBpa B 9KOHOMUYECKO TTOJTUTUKE; pa3BUBATh MH(PPACTPYKTYPY, CIIOCOOCTBYIONIYIO
POCTY; YCWIIMBATh OIOKETHBINM HAA30D.

2 Find the following word-combinations in the Text and contextualize them. Think of their meaning
and give corresponding Russian equivalents.

To sit atop policy agenda globally; fiscal policy working in tandem with broader structural reforms;
to facilitate political consensus on reforms; cuts in employer’s social contribution; to stabilize debt-
to-GDP ratios; to shift to other forms of taxation; to scale up the position of social public services;
to improve fiscal outcomes; budget prioritization; greater efficiency of public spending.

3 Consult special dictionaries for most frequently used word-combinations with Core Concepts. Make
up a list of them and provide their Russian equivalents.

54



TASK 3  Critical thinking

1 Using the word-combinations from Task 1, explain the logical link between the core concepts given
below.

costs investment budget
liabilities infrastructure governance

2 Interpret the passages in italics in the Text. Develop your line of reasoning using the Signposting
Language.

3 Find the cases of hedging language (modal verbs, impersonal structures, adverbials) in the Text.
Comment on the author’s stance, implications or message.

4 Formulate the thesis of the Text covering its key aspects. Make it the opening sentence of your
abstract expanding on the key aspects in the body.

TASK 4 Reading to identify the specific aspects

1 Look through the text to find the English equivalents for the phrases given in the Vocabulary Box and
underline them.

2 Read Box 7 and describe the economic landscape in Russia after the crisis.

BOX 7
The Need to Address Fiscal Pressures

Uncertainty about fiscal policy represents a significant risk to Russia’s medium-term growth
prospects, just as the volatility of oil revenues has complicated medium-term fiscal planning.
Russia has a disproportionately large public sector: a significant share of the workforce is em-
ployed by the public administration or by state-owned enterprises (SOEs), banks, and other
financial institutions’, and many households are directly dependent on wages from public em-
ployment. Because Russia has a relatively generous social welfare system, transfers and pen-
sions also constitute a substantial share of household income, and the state is also entrusted
to provide basic services, notably health and education. Given the state’s prominent role in the
economy, many private firms rely on public contracts. Thus, fiscal planning strongly affects pub-
lic views on the economy and has major implications for employment, household incomes, ser-
vice delivery, and economic growth. The prospects for a tighter fiscal policy, uncertainty about
fiscal priorities, and long fiscal planning horizons (although the budget horizon was reduced
to one year in 2015 and 2016) significantly heighten economic uncertainty for households and
firms. A clear, well-sequenced plan for eliminating the deficit over the next few years would
allow them to make better consumption and investment decisions.

© The World Bank
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Vocabulary Box

HeCTaOUJIbHOCTh HE(PTSIHBIX JOXOA0B
HEeIMpPOMOPLUHUOHATBHO OOJIBIION TOCYIAPCTBEHHbBIN CEKTOP
rocynapCcTBeHHas ClIyxK0a

TOCTIPEITTPUSATHUS

CHCTEMa COIMATBHOTO 00eCTIeUeHUS

COCTABJISITh CYLLIECTBEHHYIO 1010 JOXOI0B HACEJIEHUS
3aBUCETb OT T'OCYIAPCTBEHHbBIX 3aKa30B

CEPbE3HO OTPaXKaThCsl Ha 3aHATOCTU

TJJaHMPOBaHME OIOMKETa Ha ITUTEIbHYIO TIEPCTIEKTUBY
YCYTIYOISITh S KOHOMUYECKYIO HEOTIPENeTIeHHOCTD
TOCJIEIOBATEIbHBIH TUTAH TT0 YCTpaHEHHIO Ae(pUIINTa

3 Look through the text to find Russian equivalents for the phrases given in the Vocabulary
Box & and underline them.

BOX 8
Pewenue 610gXeTHbIX Npobnem

B pamkax cpeAHecpo4HON GHOIKETHON NONUTUKN CNefyeT U lanee npeaycMaTpuBaTh pacxo-
[ibl Ha CTpaTerMyeckie rocyapCTBEHHbIE NHBECTULMM, 066CTIeYNBas NPU 3TOM 3aLLUUTY 6eHbIX
1 YA3BUMbBIX C/TOEB HACENEHNs OT NOCNeACTBUI YXKEcTO4YeH!s GompKeTa. YT06bI paBHOMEPHO
pacnpeaenuTb HarpysKy, CBA3aHHY0 C ONTUMU3aLMeil GIopKeTa, 1 MPOBECTI KOHCONMUAALIAIO B
610PKETHOII ccpepe C Y46TOM [0NITOCPOYHOr0 POCTa NPON3BOAUTENLHOCTM, BEPOATHO, NOTPEGy-
8TCA KOMMNIEKCHasi NepeoLieHKa NPUOPUTETHBIX HAMPaBMeHUiA PacXod0B ¢ 0COGbIM BHUMAHNEM
K KJ04EBbIM HanpaBNieHUsIM, TakiM Kak 060POHHbIN KOMMNIEKC, 3KOHOMUYECKNe cy6euanm, co-
LinanbHble NPOrpamMmbl U NEHCUU. VIHBECTULIMOHHBIE PELLEHNS [OMMKHbI NPUHAMATLCS Ha OCHOBE
NMPO3PaYHOro aHann3a, ¢ y4eTom OLEHKN (DUHAHCOBOIA LIenecoo6pa3HoCTH, KoTopas 6bl rapaH-
TUPOBANa, YTO OrPaHNYEHHbIE (DUHAHCOBbIE PECYPChI 06GECMeYaT J0CTaTO4HO BbICOKYHO OTAa4y B
JI0NrOCPOYHO nepcnekTuse. 06ecneynT 0TAa4Y OT NPOEKTOB MOXKHO C MOMOLLbH COBEPLLEH-
CTBOBAHUA yNpPaBneHns rocyAapCTBEHHbIMU WHBECTULMAMMN. POCT 30h(PEKTMBHOCTU PacXo/oB
MOMOXET rOCYAApCTBY C MaKCUMasnbHOIA BbIroJ0N UCMONb30BaTh CBOW PECYPChI, OIHAKO 3TH
BbIFO/lbl MOTYT 0Ka3aTbCs HEAOCTATOYHbIMIA, YTOObI KOMNEHCUPOBATb PACTYLLMIA CTPYKTYPHBIN
auc6anaHc. Heo6xoaMMO NepecMoTPETb HaNoroByto MONUTUKY, YTO6bI pa3paboTaTh CTPATErno
MOBbILLEHNS HEHETAHBIX JOXOA0B U CTABUILHOrO CHUXKEHUA HEHETAHOTO AecuLmTa.
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Vocabulary Box

provide for continued spending on strategic public investments
shield poor and vulnerable households

brunt of the fiscal adjustment

be equitably distributed

national defense

assessment of financial viability

generate long-term returns

strengthening management of public investments
generate value for money

improvements in expenditure efficiency

lower the non-oil deficit

4 Scan Box § and list the steps necessary to combat fiscal pressures.

TASK 5 Critical thinking

Comment on the pivotal issues concerning smart fiscal policies formulated by the IMF analysts.
Build up your line of reasoning using the Signposting Language:

e  Smart fiscal policy could support jobs, bring public debt to safer levels
e  Fiscal policy can help achieve needed structural reforms

e Targeted fiscal steps can tackle youth unemployment, labor market problems

Discuss country-specific features of fiscal policy in an economy of your choice.

Prepare a 3-minute talk on “The challenges faced by post-crisis Russia and the strategies proposed”.
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TASK 6 Vocabulary Check-Up

1 Render the text using the word-combinations on the right.

OcHoBHas 3aga4a, CTOSIIAsI TIepel TMPEKTUBHBIMU OpraHaMU,
3aKJII0YAETCS B 00eCeYeH TOro, YTOObI MOBbIIIEHUE (DMHAH -
COBOI1 YSI3BUMOCTH OCTaBaJIOCh B IIPUEMJIEMbIX paMKax, a Je-
HEXXHO-KpPeIUTHAsI TIOJIMTUKA IPOI0JIKajia OIS PKIBATh MUAPO-
BOI1 ITombeM. B IpoTUBHOM citydyae ycuiieHHe JOJT0BOM Harpy3Ku
1 Ype3MEPHO 3aBHIIIICHHBIC 1IIEHBI Ha aKTUBBI MOTYT B IIEPCIICK-
THBE MOJOPBaTh JOBEpHE PHIHKOB U IPMBECTU K TaKUM IIO-
CJICICTBUSIM, KOTOPBIE CIIOCOOHBI CO3IaTh OIIACHOCTD IJIST MU-
POBOro SKOHOMMYECKOTO pocTa. B HacToseM mokiane pac-
CMaTpHUBaeTCs CLIEHAPUI CHIKEHUSI TEMIIOB POCTa, B KOTOPOM
IepeolIeHKa PUCKOB BEIET K PE3KOMY ITOBBIIIIEHUIO CTOMMOCTH
KpeIuTa, MaaeHUIo 1IeH Ha aKTUBBI 1 BRIBOAY CPEACTB U3 CTpaH
¢ (OPMUPYIONIMMCS PHIHKOM. DKOHOMUYECKOE BO3IEUCTBHE
TaKOTO0 yKeCTOUeHUsI (PMHAHCOBHIX YCIIOBHI B MUpE OyIeT 3Ha-
YUTEIbHBIM (B pa3Mepe MPUMEPHO OTHOM TPETU BIMSIHUS MU-
poBOro (PMHAHCOBOTO KpU3Kca) 1 boyiee OOITMPHBIM (MUPOBOI
00beM MpOU3BOACTBA yIaaeT Ha 1,7 mpoleHTa 10 CpaBHEHUIO
¢ 6asucHBIM TIporHO30M [TPM 3 ¢ HeogHOPOTHBIM pacmipenese-
HUeM 3PdeKTOB MeXIy cTpaHaMmu). TeHIeHIINS K HopMaan3a-
MU JEHEKHO-KPEAUTHON ITOJIUTUKY OBepHET BCIsATh B CILIA
1 TIPUOCTAHOBUTCS B APYIUX CTpaHax. HemponopunoHaabHO
CUJIbHBIC TTOCIEICTBUS UCIIBITAIOT CTPAHBI ¢ (DOPMUPYIOIITUMCSI
PBIHKOM, 4UTO, IO OIIEHKAaM, IIPUBEIET K YMEHBIIEHNIO IIOTOKOB
nopTdeabHBIX MHBecTULMI Ha 100 MJIpA. TOJIAapoB 3a YeThIpe
KkBapTana. Haubonbiuuii yoap mo Kkanurany 0aHKOB OyIeT UMEThb
MECTO B CJIydae UYpe3BbIUaifHO BEICOKOM TOJIM 3a€MHBIX CPENICTB,
U IIpYA MX MAKCHMMAaJbHOM yYaCTUM B XKMJIUIITHOM M KOpIIOpa-
TUBHOM CEKTOpaX.

challenge confronting
policymakers

contain financial
vulnerabilities

rising debt loads
overstretched asset
valuations
repercussions
downside scenario
repricing of risks
credit costs

pullback from emerging
markets

g0 into reverse

be disproportionately
affected

portfolio flows

take the biggest hit
leverage

exposed to the housing
and corporate sectors
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UNIT 7 Strong and Equitable Growth:
Fiscal Policy Can Make a Difference

TASK 1 Reading to identify the main aspects

1 Before you read the Text, study the Core Concepts and Word-combinations and give their Russian
equivalents.

2 Explain what stands behind the Core concepts highlighted in the list below. Identify the most
frequently used concepts. What does this frequency indicate?

Core Concepts and Word-combinations

enter a prolonged period of mediocre growth
contribution of labour to growth
take-home pay

the design of social benefit programs
jeopardize investment

return on savings for individuals
undermine revenue collection

boost enrollment rate

on the revenue side

eliminate tax exemptions

lower the government wage bill
improve revenue administration
R&D-intensive industries

3 Read the Text and identify its main aspects. Using Supplement III, give definitions of the terms
in bold type. Discuss how crucial they are in global and Russia’s environment.

Strong and Equitable Growth:
Fiscal Policy Can Make a Difference

1. Amid a recovery from the financial crisis that continues to disappoint and growing fear that
the global economy is entering a prolonged period of mediocre growth, a new IMF study says
that fiscal policy can actually lift potential growth.

Anatomy of successful fiscal reforms

2. Fiscal reforms can influence growth through four main channels, according to the study.

3. Employment. A number of fiscal policy measures can promote employment and thus increase
the contribution of labor to growth. For instance, cutting labor taxes, especially when they
are high, increases take-home pay—and thereby increases incentives to work. Improving the design
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of social benefit programs and active labor market programs can strengthen work incentives and better
assist job seekers. Germany, for example, increased its labor force participation by 8 percentage
points between 2000 and 2013 through active labor market programs and other labor market
reforms. Targeted measures to support labor market participation of specific groups, such as women,
youth, older workers, and low-skilled workers, are often important tools. For instance, India applies
a lower effective tax rate on women’s labor income, and most advanced economies subsidize
the hiring of unemployed youth.

4. Investment. Investment is a key driver of growth, and tax policies, in particular, can influence
private investment decisions. For example, Ireland saw investment surge after it streamlined
and reduced its corporate income tax structure. Taxing all capital income potentially jeopardizes
investment, as these taxes reduce the return on savings for individuals and the rate of return
on investment projects for corporate investors.

5. While tax incentives are often used to attract investment, appropriate targeting is crucial to their
effectiveness. Incentives that directly reduce the cost of capital (such as investment tax credits)
should be favored over open-ended and profit-based incentives (such as tax holidays). Evidence
shows that the latter erode the tax base and undermine revenue collection—without providing
noticeable benefits for investment or growth.

6. Human capital. A key ingredient of an economy’s growth potential is the talent of its workforce.
Fiscal policy is vital in ensuring that all citizens have an equal opportunity to reach their full
potential. The education and health outcomes of the poor tend to be better in a more equal society,
and this can lead to faster accumulation of human capital. Thus, improving access to health
care and education, especially for disadvantaged groups—through increasing investment
in primary education, providing a basic health care package, and reducing user charges for poor
households—is a priority. Tanzania increased its education spending significantly over 1998—
2005, from 1.8 percent of GDP to 3.5 percent of GDP. The reforms helped boost enrollment
rates and spur sustained economic growth.

7. Innovation. Innovation enhances productivity, which in turn increases growth. When carefully
designed, targeted tax incentives, such as tax credits and deductions, can promote investment
in new technologies. In particular, tax incentives for research and development (R&D) have
been shown to have some positive impact on productivity in advanced economies, especially
in R&D-intensive industries, such as pharmaceuticals and telecommunications.

How to pay for growth-friendly reforms

8. Implementation of growth-friendly fiscal reforms will sometimes require additional resources,
which need to be made available in a way that is the least harmful for growth. On the revenue side,
preferred measures include: broadening the tax base by eliminating tax exemptions and preferential
tax rates for certain types of income, shifting the tax composition from direct taxes to indirect
and property taxes; and improving revenue administration.

9. Expenditures can be reduced by improving the targeting of spending and increasing its efficiency.
For instance, countries may aim to lower the government wage bill while protecting the quality
of public services, as did Germany, Ireland, Malaysia, and the Netherlands among the countries
studied.
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The “how” matters

10. How fiscal reforms are designed and implemented is an important determinant of their success
in generating strong and sustained growth. First, inclusion of fiscal measures in a package
with other complementary reforms increases the likelihood of success. In the majority of the
countries studied, successful fiscal reforms were implemented together with other structural
reforms and macroeconomic policies. For example, to boost employment, countries combined
strengthened work incentives with labor market reforms aimed at facilitating job creation,
such as streamlined hiring and firing procedures, changes in wage bargaining, and minimum
wage cuts.

11. Second, social dialogue with relevant stakeholders enhances the likelihood of reforms being
implemented and sustained, especially where they may be politically difficult. Watershed social
partnership agreements in the Netherlands in 1982 and Ireland in 1987, for example, helped
pave the way for fundamental economic turnarounds. A number of strategies can help foster
public support. For example, effective communication with stakeholders that emphasizes
the intended benefits of reforms—or the cost of maintaining the status quo—can help mitigate
resistance to reforms.

TASK 2 Building vocabulary

1 In the Text underline the English equivalents for the following word-combinations.

BcTynuTh B AIMTENbHBIN ITEpHUOI HE3HAYUTETLHOTO SKOHOMUYECKOTO POCTa; COTJIACHO TaHHOMY UC-
CJIeMOBAaHMIO; COKpaIaTh HAJIOT Ha 3apabOoTHYIO IJIATy; peaxbHas 3apIriaTa; pa3paboTKa ImporpaMm
COIIMAJIBHOTO 00EeCIIeUeHMST; JIFOIN, UIMYIIHNe padoTy; IeeHaInpaBIeHHbBIe MePhl; HEeKBATU(PUIIN -
poBaHHBIe paboule; peaTbHBINM TTOTOXOMHBIN HAJIOT; peadbHas 3apIuiaTa; CTUMYJIMPOBATh HAM
6e3paboTHOI MOJIOIEKH; CTaABKa KOPIIOPATUBHOTO HAJIOTa; CTAaBUTh IO YIPO3y MHBECTUIINN, 1O~
XOIIBI OT COepeKeHUI YaCTHBIX JIMIT; Pe3KO IMMOHKATh TMTOCTYTUICHUS B OIOIKET; HAJIOTOBBIE JIBTOTHI
Ha WHBECTUIINN; C TOYKH 3pEHUST OIOIKETHBIX TTOCTYTUICHUI; pACITUPATE JOCTYIT K MEIUITMHCKOMY
00CITy>KMBaHUIO ¥ 00pa30BaHMIO; HanOoJIee YSI3BUMBIE CJIOM OOIIeCTBA; YITPa3THUTH OCBOOOXKICHUE
OT HAJIOTOB; CHU3UTh 3apIIaTy CJIYXKaIIUX FOCYIapCTBEHHOTO aIliapaTa; yJIyqdIluTh pacipeieieHue
HaJIOTOBBbIX MOCTYTUIEHUI; HAYKOEMKHE OTpaciIu.

2 Find the following word-combinations in the Text and contextualize them. Think of corresponding
Russian equivalents.

Contribution of labour to growth; a risk-free rate of return; appropriate targeting of investment;
tax holidays; growth-friendly fiscal reforms; to broaden the tax base; to simplify taxpayer forms;
streamlined hiring and firing procedures; wage bargaining; to assist job seekers; to boost enrollment
rates; government wage bill; to maintain the status quo; disadvantaged groups; a basic health care
package.

3 Consult special dictionaries for most frequently used word-combinations with the term ‘zax’. Make
up a list of them and provide their Russian equivalents.
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TASK 3  Critical thinking

1 Using the word-combinations from Task 1, explain the logical link between the core concepts given
below.
labour pay social benefit
savings revenue
2 Interpret the passages in italics in the Text. Build up your line of reasoning using the Signposting
Language.

3 Find the cases of hedging language (modal verbs, impersonal structures, adverbials) in the Text.
Comment on the way they change the author’s stance, implications or message.

4 Analyze the four main channels through which fiscal measures can influence growth. Trace their
interdependence. Make a wide use of the Signposting Language.

5 Formulate the thesis of the Text incorporating all its key aspects. Make it the opening sentence
of your abstract expanding on these aspects in the body.

6 Give your interpretation of growth-friendly fiscal reforms.

7 Prepare a 3-minute brief on any of the concepts concerning faxation which are mentioned in the
Text. Speak on the implications of the chosen concept globally and locally (in Russia’s environment).
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TASK 4 Vocabulary Check-Up

1 Render the text using the word-combinations on the right.

Hwu3kast BomatuiibHOCTh Ha (PMHAHCOBBIX PHIHKAX, CHIDKEHHUE
VSI3BUMOCTH OAHKOBCKOTO CEKTOPA, BOCCTAHOBJIEHUE HEKOTO-
PBIX CBIPbEBBIX OTPACIICH 1 yJIydllIeHHE I100abHBIX MaKpPO-
9KOHOMMYECKUX MEPCIEKTUB ITPUBEIH B LIEJI0M K (DOPMUPO-
BaHMIO OoJiee OIAroNpUSTHOIO MHBECTULIMOHHOTO KJIMMaTa.
B nenoM ctaBku (pHaHCUPOBAHUS OCTAIOTCSI HU3KUMMU, OT-
paxasi CHUKeHUe Ha10aBOK 32 pUCKOBBIE OIepalliv B CTpa-
Hax ¢ pa3BUBaOIIeiics peIHOYHON SKOHOMHUKOM. DTO CII0C00-
CTBYET Bce 00JIbllIeMY IMTPUTOKY KaIluTajia B CTpaHbl ¢ (popMU-
PYIOLIENCS pHIHOYHOM SKOHOMUMKOI, B TOM YHCJIE OKWUBJICHUIO
TPAHCTPAHUYHOTO KPEAUTOBAHMUS, U POCTY OObEMOB Kpeau-
TOBAaHMS KaK B Pa3BUTBIX, TaK U B PA3BMBAIOLIMXCS CTpaHAX.
dopmMupoBaHue 0oJee OJIATOTIPUSTHBIX YCIOBUI CITOCO0-
CTBOBAJI0O YMEPEHHOMY POCTY KAIIUTAIIOBJIOXEHUI B TPOU3-
BOJCTBEHHYIO ACSTEIbHOCTb B HEKOTOPBIX PA3BUTBIX 9KOHO-
MUKax. YCKoOpeHue riodajbHOK 95KOHOMUYECKO aKTUBHOCTU
B ITOCJICIHKE TOAbI IPUMEPHO Ha 60 IPOLIEHTOB IIPOUCXOIIIIO
3a CYET BaJIOBOTO HAKOIUIEHUSI OCHOBHOTIO KanuTana. OmHako
9TU pe3yJIbTaThl CJICIYET pacCMaTPUBaTh UCXOMAS U3 TOTO 1O~
HUMAaHMSI, YTO OHU ObUIM JOCTUTHYTBI 10 CPABHEHUIO C HU3-
KUMHU HaYaJIbHBIMM TTOKA3aTeJISIMU, OOYCIOBJAEHHBIMU JIBYX-
JIETHVMM MEPUOAOM OYEHb HU3KMX TEMITOB POCTA KANUTAJIOB-
JIOXKEHUM U JJIUTEAbHBIM MEPUOAOM 3aCTOS B TJ100ATbHOMI
WHBECTULIMOHHOM eI TebHOCTU. boJiee yBepeHHOMY U Mac-
IITAOHOMY OXXMBJICHUIO MHBECTULIMOHHOM N€SITEIbHOCTU MO-
IYT IPENSITCTBOBATb OTCYTCTBHE YETKON TOPTOBOM MOJIUTUKU,
OTCYTCTBUE KOPPEKTUPOBKMU OAJTAHCOB OCHOBHBIX LIEHTPaJIb-
HbIX 0AHKOB, a TaKXe POCT YPOBHS 3aJ10JKEHHOCTU U POCT
¢akTOpOB, CITOCOOCTBYIOMINX (PUHAHCOBON HECTAOMITLHOCTH
B IOJITOCPOYHOM IIEPCIEKTUBE.

banking sector fragilities
solid global
macroeconomic outlook
financing costs

risk premia

cross-border lending
gross fixed capital
formation

low starting point
standstill in investment
activity

rebound in investment
activity

to be deterred

elevated levels of trade
policy uncertainty
balance sheet adjustment
build-up of longer-term
financial fragilities
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UNIT 8 Imagine What Fiscal Policy Can Do

For Innovation

TASK 1 Reading to identify the main aspects

Before you read the Text, study the Core Concepts and Word-combinations and give their Russian
equivalents.

Explain what stands behind the core concepts highlighted in the list below. Identify the most frequently
used concepts. What does this frequency indicate?

Core Concepts and Word-combinations
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boost innovation

reduce the cost of private R&D
foster private R&D investment
determine quality of life

adopt foreign technologies
catching-up growth

grant R&D tax credits

provide targeted R&D subsidies
create negative impact on the tax base
tax distortions

be cost effective

preferential treatment

target fiscal support

offset taxable losses

simplify tax rules

Read the Text and identify its main aspects. Using Supplement I11, give definitions of the terms
in bold type. Discuss how crucial they are in global and Russia’s environment.

Imagine What Fiscal Policy Can Do For Innovation

Imagine how three-dimensional printing, driverless cars and artificial intelligence will change
our future. Or think of how developments in information technology, e-commerce and the
sharing economy are already changing the way we learn, work, shop, and travel. Innovation
drives progress and, in economic terms, determines productivity growth. And productivity
growth, in turn, determines prosperity. It impacts our lives and well-being in fundamental
ways: it determines where and how long we live; it determines our quality of life.

In the spring 2016 Fiscal Monitor, we look at innovation as shaped by effort and incentives. That
makes innovation highly dependent on government policies. We find that a little government



support can go a long way in boosting innovation and growth. For example, we document that public
policies that would reduce the cost of private R&D by 40 percent will lead to increases in private
sector effort by the same percentage, and increase GDP by 5 percent over the long run.

A case against pessimism

3 After the start of the Great Depression in 1929, the world was dominated by pessimists. In 1941,
Joseph Schumpeter summarized the state of the debate: “The explanation that has been offered
by all sorts of sources and accepted by economists of very high standing is that this depression
and unsatisfactory recovery was not due to the unfavorable circumstances of the particular case
but had a deeper meaning. It has held to be a symptom that paralysis was slowly creeping upon
the economic system of capitalism and that the depressive conditions of capitalism had come
to stay; ... we may as well put the theory in the form of decreasing investment opportunity.”
It is interesting that more than ten years earlier, in 1930, in his Economic Possibilities for Our
Grandchildren, John Maynard Keynes argues vigorously against pessimism. He writes: “I would
predict that the standard of life in the progressive countries one hundred years hence will
be between four and eight times as high as it is today.”

4  If we simplify the prediction and take progressive countries to mean the United States
(the country that defined the technological frontier during the relevant decades) we can picture
Keynes’s prediction as in Chart 1. The chart shows in log scale the upper and the low-end of
the range indicated by Keynes. Perhaps ironically the initial performance was not inspiring.
But, since the early 1950s, the U.S. economy has actually performed above the upper end of
Keynes’s bands. We interpret this story as indicating that, while the details of innovation
are fundamentally unpredictable, innovation is determined by human incentives and can
be anticipated in broad outline.

Chart1. United States Real GDP per Capita, 1929-2030 (2009 dollars, logarithmic scale)

Keynes
Bands

=== USreal GOP percapita
= Annual growth 2.1%
- Annual growth 1.4%

4,000
1929 1949 1969 1989 2009

Sources: US Bureauof Economic Analysis, US Census Bureau, January 2016 WEQ. Forecast using January 2016 WEOQ projections for
2016-2021.

Source: US Bureau of Economic Analysis, US Census Bureau, 2016
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Why fiscal support?

5

Research and development is a key driver of innovation. Governments play a critical role
in funding higher education and basic research, the basis upon which firms can build their
own R&D. But fiscal policies are also important to foster private R& D investment.

Private firms by themselves don’t invest enough in R&D for two reasons. First, they often
find it difficult to finance risky R&D investment projects, even if the projects are expected
to yield high returns. This is especially so during recessions when liquidity constraints are more
prevalent. Our new analysis finds that fiscal policies that help stabilize output do significantly raise
private R& D investments and support productivity growth.

Second, R&D investments by firms benefit the wider economy. For example, researchers
in technological hot spots such as California’s Silicon Valley exchange knowledge and ideas;
technologies embodied in new products or equipment can be imitated by others or can inspire
follow-on innovations. But a single firm will not take these spillovers into account when deciding
how much to invest in R&D.

International spillovers add to these domestic R&D spillovers. Adopting foreign technologies
is a key component for catching-up growth that is critical for emerging markets and developing
economies. Estimates suggest that R&D undertaken in the G7 countries yield productivity gains
in other economies of about 25 percent of the G7’s own return. Taking that into account, global
R&D should rise by 50 percent and global GDP could increase by about 8 percent in the long
term.

Design and implementation are the key

9

10

11

While fiscal incentives can be a powerful tool to encourage private R&D, their design
and implementation is critical.

Fiscal incentives to encourage R&D vary widely. Australia and Korea, for instance, grant
R&D tax credits that effectively reduce the costs of extra R&D investment by nearly 50
percent. Other countries sometimes grant labor-cost relief for researchers or provide targeted
R&D subsidies, although in most countries at rates of less than 50 percent. Overall, these
policies seem to have worked well, provided that their implementation was effective.

Not all fiscal incentive policies are well designed. Several countries have recently introduced
so-called patent box regimes, which reduce corporate tax burdens on income from patents.
In many cases, patent boxes are simply part of an aggressive tax competition strategy, creating
negative impact on the tax base of other countries.

Focus on the entrepreneurs

12

13
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Many radical innovations result from small entrepreneurial ventures engaging in experimentation.
Innovation therefore depends critically on an efficient process of entrepreneurial entry, growth
and exit. However, in many countries this process is hampered by obstacles, such as permits
and licenses, labor-market regulations, financial constraints and tax barriers.

In the Fiscal Monitor April 2017, we explore the importance of tax distortions and find evidence
of some adverse effects of high corporate income taxes on entrepreneurship. Governments



in some countries try to neutralize these tax distortions by offering special tax incentives for small
companies. However, these incentives are not cost effective and can even discourage firms
from growing due to a so-called small-business trap. For example, lower taxes for small firms
lead to “bunching”, an accumulation of small firms all trying to remain just below the income
level at which the preferential treatment is phased out. This constrains rather than supports
productivity growth.

14 Instead of providing incentives to small firms, governments should target fiscal support to new
firms. Countries such as Chile and France have developed effective policy initiatives to support
young innovative start-ups. In addition, to minimize tax distortions to the entrepreneurial
process, governments can provide generous provisions to offset taxable losses and simplify
tax rules to reduce the compliance burden for firms.

15 Innovation and change are the key drivers of long run standards of living and prosperity.
R&D, a key driver of innovation, responds to economic incentives and public policies.
IMF research shows that well-designed public support can go a long way. For example, we show
that fiscal support to R&D, justified by domestic spillovers, and costing 0.4 percent of GDP
can deliver 5 percent higher GDP in the long run. If international considerations are taken
into account the cost would increase to 0.5 percent of GDP, but the benefits would increase
proportionally even more, to 8 percent. Smart fiscal policies matter. They matter a lot. Public
and private sectors can work together in complementary ways to boost innovation and growth.

16 Can you imagine Keynes and Schumpeter smiling together?

TASK 2  Building vocabulary

1 In the Text underline English equivalents for the following word-combinations.

CTuMynupoBaTh MHHOBALIMM; CHUXKATh U3AepKKU Kommnanuii Ha HUP; onpenensitb KayecTBO KU3HU,
CITOCOOCTBOBATh YacTHBIM MHBecTULIMSIM B HUP; BausaTh Ha OarococTtosiHue; CHUKEHNE UHBE-
CTUPOBAHUS; M3HAUAJIbHBIE TTOKA3aTE/IN; IPUHOCUTh 3HAYUTEbHYIO OTIauy; OrpaHUYeHUs JTUK-
BUIHOCTH; BOIUIOIIEHHBIE B HOBBIX IMPOAYKTAX TEXHOJIOTMU; MHULIMUPOBATH TTOCICAYIONIE UH-
HOBAallM{; 3aMMCTBOBATh 3apy0OeXHbIe TEXHOJOTMM; HaBePCTHIBAIOIINI POCT; IIPEIOCTABIISITh Ha-
JioroBbie JIbroTel HA HUP; HeraTuBHO BIMSTH HA HAJIOTOBYIO 0a3y; KOPIIOPATUBHBINM ITOJOXOIHbBIN
HaJIoT; MaJIble TIPEAIIPUSITUS, 3aHATbIE DKCIIEPUMEHTAJIbHON IeITEIbHOCTBIO; PEXKMM HaruOOJIbIIETO
0JIaroNpUsITCTBOBAHMSI; HAPYIIEHUE HAJIOTOBOTO PEryJIMPOBAHMSI; ObITh PEHTA0CTbHBIM; KOMITCH -
CHpOBaTh MOTEPU OT YIUIAThl HAJIOTOB; HAMPABJISITh OIOMXKETHYIO TTOAAEPXKKY; YIIPOCTUTDH IIpaBuJia
HaJ0roo0JI0XKEeHNS; MPOAyMaHHas TOCyIapCTBEHHAsI ITOAACPXKKa.

2 Find the following word-combinations in the Text and contextualize them. Think of their meaning
and give corresponding Russian equivalents.

Artificial intelligence; sharing economy; quality of life; to perform above the upper end of Keynes’s band;
catching-up growth; follow-on innovations; corporate income tax on entrepreneurship; to provide
targeted R&D subsidies; to introduce patent box regime; to offer special tax incentives; to grant labor-
cost relief for researchers; entrepreneurial entry; innovative start-ups.

3 Consult special dictionaries for most frequently used word-combinations with Core Concepts. Make
up a list of them and provide their Russian equivalents.
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TASK 3  Critical thinking

1

70

Using the word-combinations from Task 1, explain the logical link between the core concepts given
below.

innovation technologies
R&D cost tax

Interpret the passages in italics in the Text. Maintain your line of reasoning using the Signposting
language.

Provide your interpretation of Schumpeter’s and Keynes’s viewpoints upon the Great Depression
of 1929 (paragraph 3).

Find the cases of hedging language (modal verbs, impersonal structures, adverbials) in the Text.
Comment on the author’s tone and message.

Formulate the thesis of the text embracing its key aspects. Make it the opening sentence of your
abstract expanding on them in the body.

Make up a list of word-combinations with the concept ‘tax’ and its derivatives from Units 7 and 8.
Draw a mind map illustrating their correlation.

Discuss all possible ways to provide preferential treatment to businesses. Find real life examples
of various approaches to taxation in advanced economies and Russia.

Think of 2 or 3 burning issues in the sphere of taxation. Send them to your group Forum and choose
those that are most appealing for further discussion. The appointed moderator should use them
as a springboard for the round-table discussion (see English for Senior Students of Economics, pp.
61 — 63).



TASK 4 Video: commentary and analysis

Davos 2017: Maintaining Innovations

https://www.youtube.com/watch?v=zd6J_AweAjQ

Sum up the viewpoint of each panelist drawing on the content words.

Alice Gast, President, Imperial College, London, UK

Content words: environment, resources and people; American unicorns; immigrant
genius; to collaborate internationally, outlandish ideas.

W. Patrick McCray, Professor of History, University of California, Santa Barbara, USA

Content words: o rediscover innovation; holistic and inclusive view; gains and losses;
disruptive/incremental innovation.

L. Rafael Rief, President, MIT (Massachusettes Institute of Technology), USA

Content words: Uber-like innovation; science-based innovation; to move a solution
to a market place; risk capital; patient capital.

Martin Stratmann, President, Max-Planck Institute, Germany

Content words: basic/ fundamental, applied research; look for insight; curiosity-driven/
goal-driven research; trust in science.

Andrew Thompson, Co-Founder and CEO, Proteus Digital Health, USA

Content Words: 7o sell outcomes, fast/ slow intelligence, digital society.

Watch the video again. Working in groups, write down:
e word partners for concepts innovation, technology, research, knowledge.
e clichés used by the panelists to keep the ball rolling during the discussion.

e idioms used by the panelists.
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TASK 5 Critical thinking - Video

1 Read the quotes from the experts who present the vision of various universities and businesses
upon the future of innovations. Work in small groups and give your comments, understanding
or interpretation. (The phrases in the blue boxes will make your comments well-structured). Share

your ideas with the peers.

Alice Gast, President, Imperial College, UK

7

“Innovation requires an environment, resources
and people. The great environment really
includes really strong basic research but it also
includes the unfettered ability to pursue new
ideas even if there are challenges at status quo”.

raise the issue of...
is...

The problem here
Let’s start off with
My point here is...
It’s worth noting..
Let me give you a
Let’ get a little mo
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]

“Resources are critically important. But mostly
it’s about people when innovators come as
individuals or as groups and we bring the right
people together and give them the right
opportunities. ... Innovators could be lone
individuals but it’s often a creative collaboration of
very different people. So it is not only moving, it is
collaborating internationally because we all bring
our own cultures, our backgrounds, our
intellectual perspective to collaborations™.




Patrick McCray, Professor of History, University of California, Santa Barbara, USA

7

mean by.. “Innovation needs to be rediscovered in two
different ways. One of it is that we need a more
| holistic and inclusive view of who does innovation
re is how... and how that happens. But, second of all, going
back to the idea of rediscovering innovation, we
need to put basic research back into the innovation
system”.

“Innovation is a neutral term that refers to the spread of other way...
new things and new practices. We have seen many t...

examples of organizations and products that are situation with. ..
innovative: terrorist organizations, drug cartels - very B ihi

. . . . . ple o SE..
innovative but not necessarily good things. And in the
world of healthcare innovation brings gains and losses,
and the question is, for whom are these gains and for
whom are these losses?”

L. Rafael Reif, President, MIT, USA

7

“It’s essential to highlight two different flavors of
innovation. One is the Uber-like innovation — an
extremely creative idea, brilliant, based on an existing There’re reall
platform. ... That kind of innovation happens with is... and the ot
creative people working together imagining a future. One of the co
Then there is a science-based innovation, the tough
innovation, the one that really changes the need in

It’s not just cl
Let’s rememb

creating the future. ... For that you need a whole
continuum of basic research which is the mother of all
innovation”.

o look at... “If we focus on problem solving and identify the
about... right big problem to solve, innovation comes side
problem of... of that, just finding a solution that you want to
move to the market”.
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Martin Stratmann, President, Max-Planck Institute, Germany

=4

“If you talk on basic research, fundamental research,
and applied research - it’s more than methodology
which is different. In basic research it is curiosity
driven: you want to understand things. The goal of
what you all do is understanding, insight. If you talk
on applied research, it’s goal driven: you want to
improve a certain issue for a certain factor.

by looking at...
t here is that...
look at...

7

“Another comment I would like to make is what the
role of real fundamental research is. And sometimes
we have the feeling it’s just the crazy guy who has a
certain idea and he turns the world around. And this
happens from time to time: we all have some stories
like this but in the end fundamental research is much
more important — it’s real insight and understanding”.

7

“The most important part of all is the people, who
will see during their PhD that their minds have
changed and cognitive features of these people are
changing. These people are going then to industry
and they are the ones who combine knowledge with
the direct need of industrial environment”.

that...

that...

igger problem ...
nce to discuss...

ting out...
the reasons why...
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4

“The prime target of what we are doing, what we say
in the academies, in the universities is not to look for
innovation — it’s looking for insight. If you are only
innovation driven, then we miss the goal because
many times we find something beside the road”.




7

“We need trust if you want to let people go. If
you want them to either do an insight or
invention, we need trust because we do not
know where that is being found. There is no
guided path: I cannot tell them where to go,
what to do and how they can come to that
result”.

i

The problem
‘What that me
It’s also true t
Well, there ar

“You have to keep your eyes open because
you do not know what is popping up in
which part of the unknown universe. And [
think we’re talking here of the unknown
unknowns. Sometimes there is a feeling that
the program you are mentioning is the
known unknown, but you are also talking of
the unknown unknowns”.

Andrew Thompson, Co- Founder and Chief Executive Officer, Proteus Digital Health, USA

7

“The first thing you need to do is to solve a
problem and then figure out how to make money
and how to sell it. If you focus on expanding and
understanding the universe, then you need to do
it in the research institution. In my view the
really important rule of thumb there is ‘don't
back great projects, back great people’ and let
them go off and find the world and find things
that are completely unexpected”.

at we call...

is...
W big things...
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Examine the controversial assumptions below. In small groups discuss the viewpoints on innovations
from different angles. Use the phrases which will help you make your agreement/ disagreement

strong, neutral or partial.

“If we are entering an era of backlash against
globalization we need to make sure we
enhance mobility for creative genius and for
the academics, the scientists, the students and
the innovators”.

“Innovation isn’t always a good thing”.

“A huge driver for the emergence

of the PC-computing industry in the 1970s
was the amateur hobbyists who were a huge
catalyst in getting this off the ground”.

“We all agree on the importance of fundamental
science. But there is a second side of that medal
and that is industrial side”.

“The danger we may see on the horizon
is that industry is giving up R&D to some extent,
thinking that others may do so”.
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point.

point of view.



“It's most important that we all call to publish
our data very openly... so that in any part

of the world you have access to latest
technology”.

b

“If we don't sell products, we sell outcomes”.

“We focus too much on fast intelligence
and not enough on slow intelligence”.

“Many of solutions that create
innovations can find capital,
some of them not”.

There's a huge gap in terms of how
we value and look at people
and how they think.

77



TASK 6 Reading to identify the specific aspects

1 In Box 9find the English equivalents for the phrases given in the Vocabulary Box and highlight them.

BOX 9
Russia explores the new digital frontier

Digitization now affects all aspects of development as the digital revolution spans the
entire globe, with half of the world's population connected to the Internet. Russia has made
significant strides in its own digital transformation process. Fixed-broadband penetration
has reached 56.5%, while mobile penetration is at 81.6%. Internet access is affordable
and fast. Russia has the highest number of fiber connections in Europe. A high 60% of the
population now owns smartphones, while the number of users of online government and
municipal services has doubled in just one year to reach 40 million. A network of over 2,600
E-government service centers has been set up and a new national education platform has
been established to deliver open online courses. In B2B transactions, Russia is on par with
the ASEAN region. E-commerce is also growing, as Russia comes close to the EU average
and pulls ahead of Korea, Brazil, Mexico, South Africa, the ASEAN region and its Eurasian
Economic Union neighbors in B2C sales. Financial inclusion in Russia is also advanced
at 67.4% of residents having accounts in formal financial institutions, compared to other
countries in Europe and Central Asia at 51.4%

Over the last 5 years, ICT exports have doubled, reaching over US$7 billion in 2016,
while several Russian ICT companies have emerged as global players. These include well-
established firms like Yandex and Kaspersky labs as well as relative newcomers in ICT
services, business-process automation and security. The use of emerging technologies such
as data analytics, cloud computing, 3D printing, blockchain, etc. are also quickly gaining
ground.

Despite these strides, however, today Russia is not among the global leaders of Digital
Transformation.

The World Bank divided countries into three groups, depending on their level of
development of digital technologies: emerging, transitioning, and transforming. Russia today
is in the "transitioning" group of countries.

There are several factors at play here. Despite the solid technical education foundation
remaining from Soviet times, broad, high-level ICT skills are still lacking and the alignment
between the educational system and industry's requirements needs to be improved. Business
usage of ICT tools by Russian companies still lags that of global leaders like Singapore,
Finland, Denmark and the US. This in turn negatively affects the innovation and entrepreneurial
environment.
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Vocabulary Box

HM(pPOBU3ALIUST SKOHOMUKHU

BBIXOIUTh Ha HOBBIE PYOEXHU

JIOOMBATHCS 3HAYMTENIBHBIX YCIIEXOB B IMpoliecce HUdpoBU3alvuu
pacmnpocTpaHeHue (PUKCMPOBAaHHOM IIMPOKOIIOJOCHON CBSI3U
pacrpocTpaHeHre MOOWIbHOM CBSA3U

JIOCTYTTHOE ToJIKJItoueHre K MHTepHeTy

OINTOBOJIOKOHHBIE COeIUHEHUSI

3JIEKTPOHHBII JOCTYN K rOCyciayram

Mpe/iaratb OHJIaiH 00yyalollne Kypehbl

HaxonuThbcs Ha ypoBHe cTpaH ACEAN

MOBbIIATH (PUHAHCOBYIO TPAMOTHOCTD

HoBbIe yuacTHUKHU pbiHKa MKT

aBTOMaTU3alrs OU3HEC-MPOLECCOB U obecreyeHre 6€30MacHOCTU
aHAJIU3 TaHHBIX

00J1aYHbIe TEXHOJIOTUU

YPOBEHb CTAHOBJIEHUSI, Mlepexoia U TpaHCchopMallMi Ha OCHOBE LIM(PPOBOI TEXHOJIOTUN

2 Scan the text in Box 9 and comment on the areas which digitization affects most.

area

area

area

area

3 In Box 10 find the Russian equivalents for the following word-combinations:

Speeding up the digital transformation process; analogue and digital foundations of Digital
Transformation; to draw on international best practices; to prioritize changes in the legal
and regulatory framework; investments in digital infrastructure and cybersecurity; strict programme
management requirements; initiatives in E-government, Smart Cites and E-health; funding
allocated in the federal budget; the Digital Agenda of the Eurasian Economic Union; creation
of a single digital space across Eurasia.
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BOX 10

Oco3HaBasi HEOTNIOXKHOCTb YCKOPEHUs nepexoda K UudopoBoil 9KOHOMUKE, POCCUIACKOE
NpaBUTENbCTBO NPUCTYNIMO K peann3auun psaa Ki4eBbiX MHALMATHB.

B mae 2017 roga Poccus npuHsAna Hosyto nporpammy «LindopoBas 3KOHOMUKA» C eXKerof-
HbIM NpeanonaraemMbim 6romxeTom B 1,8 mnpa ponnapos CLUA Ha nepuop Ao 2025 roaa, Ha-
MpaBJieHHYI0 HA yCTpaHeHne (hakTopoB, He NO3BOJIAOLLMX Poccun nepeiiTi B rpynny cTpaH-
NNAEpoB LU poBbIX Npeobpa3oBaHuin. 3Ta KOMNIEKCHAsA NporpaMma HaleneHa Ha pa3BuTue
KaK aHanoroBbIX, TaK U LN POBbLIX OCHOB NMepexoaa K LngpoBoi SKOHOMUKE W Y4UTbIBAET
NPaBOBbIE, TEXHUYECKME, OPraHN3aLMOHHbIe U (DUHAHCOBbLIE ACMeKTbl 9TOro npouecca. Oc-
HOBbIBASICb HA NePeJOBOM MeXAyHapOA4HOM OfbITe NMOCTPOEHMA LdPOBON 3KOHOMUKM, aB-
TOPbI BbIZESIMNN B KA4€CTBE NPUOPUTETHBIX 3aa4 M3MEHEeHNe HOPMATUBHO-MPABOBOIA 6a3bl,
Pa3BUTME HABbLIKOB LIMPPOBOI 3KOHOMMKMW, CUCTEMbI LmppoBoro obpa3oBaHus u HOKP,
NPeAnoXuin NHBECTULMN B LMGPOBYIO MHPACTPYKTYPY U Knbep-6e30MacHOCTb 1 Nped-
NOXWJIN KOHKPETHbIE MHULMATUBDI, TaKUe KaK 3/1eKTPOHHOE NPaBUTeNIbCTBO, YMHbIE ropoja
I 3NEKTPOHHOE 31paBOOXpaHeHKe. 3Ta nporpaMma no3Bonut Poccuu JO6UTLCS CYLLIECTBEH-
HOro Mporpecca B nepexoje K Lnd)poBoii 3KOHOMUKE.

[MporpaMma Takxe npeaycmaTpusaeT yy4actue Poccuu B «Lnghposovi noBectke» EBpa-
3MNCKOro 3KOHOMMYECKOr0 COt3a, KOTOpas ABNAETCA eLle OJHON KI4YeBO WHULIMATNBON
B pamMKkax rnepexofa K LupoBon 3KoOHOMUKe, 06bsABNEHHON B 2017 roay. 9Ta NoBeCcTKa Ha-
LieNeHa Ha co3aHne eIMHOro LMpoBoro npocTpaHcTea B EBpasuun. OHa HanpaBneHa Ha 1c-
Monb30BaHNe LUCPOBLIX TEXHONOMNA AN YCTPAHEHWUS MPEnsaTCTBUA A1 3KOHOMUYECKOro
coTpyaHuyecTea B EBpasun. CornacHo COBMECTHOMY MCCNEeI0BaHMIO, NPOBeAeHHOMY EB-
Pa3nIiCKON AKOHOMUYECKOW KOMUCCUEN 1 BCceMUPHbIM G6aHKOM, 3Ta nporpamma o6ecneynt
BCeM cTpaHam-4neHam EAJC KOHKPETHbIE BbIr0bl B BONpocax pocTa BBI1, co3gaHus HOBbIX
paboymx MecT 1 npeobpasoBaHus cdpepbl yenyr. [pu atom Poccus, Bnasch KpynHeiLwen
3KoHoMuKoi Goto3a, NONy4mMT HaMbOobLLINE KOHKYPEHTHbIE MPEMMYLLIECTBA

lMoTeHynanbHble ynghpoBeIe AUBMAECHAbI ANS Poccus orpomHbl. Y4uTbIBas NPUOPUTETHOE
3Ha4YeHue, KOTOPOe rocyAapcTBO C HelaBHEro BpeMeHu NpuaaeT LudpoBM3aLmn 3KOHOMUKN,
Y CTPaHbl €CTb BCE BO3MOXXHOCTW AJifi TOr0, YTOObI MEPenTy U3 KaTeropum CTpaH, Haxons-
LLMXCA Ha aTane nepexona K LNgpoBoi 3KOHOMMUKE, B KATEropuio CTpaH-NnaepoB B LMAPO-
BOW 9KOHOMUKeE.



TASK 7  Critical thinking

1 Analyze the existing level of B2B transactions, E-commerce, and B2C sales in advanced and developing
economies (Box 9). Illustrate your analysis with the help of a bar or pie chart.

2 Examine the factors which put Russia in the “transitioning” group of countries.

3 Comment on the key initiatives launched by the Russian government to speed up the digital
transformation process.

4 What stands behind the Digital Agenda of the Eurasian Economic Union?

5 Study the experience of the countries belonging to global leaders in business usage of ICT tools
(e.g. Singapore, the Netherlands, Denmark, the US) and make their comparative analysis.

6 Make up a 5-minute presentation on the potential areas where Russia may benefit from digitization.

TASK 8 Vocabulary Check-Up

1 Render the text using the word-combinations on the right.

[IporHo3upyemsbie TeMiisl MUpoBOTO pocTa B 2017—2018 romax e projected growth rates
BbIlie pocta B 2016 romy, coctaBuBiiero 3,2 MPOLEHTa, e  pre-crisis averages

HO HVXE, YEM B CPEIHEM IO KPU3HCA, OCOOEHHO B OONBIIMH- e  commodity-exporting
CTBE CTpaH C pa3BUTON SKOHOMUKOI U B CTpaHaX ¢ (hOPMUPY- economies

FOLIMMCS PBIHKOM, SIBJISIIOIIMXCS IKCITOpTEpaMU OMPXKEBBIX TO- e  face excess capacity
BapoB. B niepBoii rpyrine MHOIME CTpaHbl UMEIOT U30BITOYHbBIC e headwinds to potential
3KOHOMUYECKME MOIITHOCTU, & TAKXKE UCTTBITHIBAIOT TPYAHOCTU growth

B ITOBBIILIEHNY MTOTEHIIMAJIBHOTO POCTA, CBA3aHHBIE CO cTape- e  in view of weak core
HUEM HaceJleHNs, HU3KUM YPOBHEM MHBECTULIMI U MEIJIEHHBIM inflation

yJIy4yllIeHeM MPOU3BOIUTEIbHOCTY Tpyaa. BBumy Hu3Koii 6a- e  wage pressures
30BOM MHQIISILAN 1 TABJIEHUS Ha 3apa0OTHYIO T1ary, ciaenyer e lifting inflation

MPUAEPKUBATHCS MOJUTUKHU, CIIOCOOCTBYIOIIEH MOBBILLIEHUIO expectations
VHOISIUAOHHBIX OXUIaHW. Bo MHOTMX CTpaHax HEOOXoIMMO e  boost potential output
THIATETBHO OTCIEXUBATh PUCKU TSI (DMHAHCOBOW CTaOWJIBHO- e  close monitoring

CTU. DKCIopTeEpaM OMPXKEBBIX TOBAPOB CIEAYET MPOAOIkaTh e  adjust to low revenues
TIpollecc aganTalliy K CHU3UBIINMCS YPOBHSIM JTOXOIOB HAPSILY
C TIOCTETIEHHOM TuBepcuUKaINeid CBONX NCTOYHUKOB POCTa.
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UNIT 9 Growth Is Key to Job Creation

TASK 1 Reading to identify the main aspects

1 Before you read the Text, study the Core Concepts and Word-combinations and give their Russian
equivalents.

2 Explain what stands behind the Core concepts highlighted in the list below. Identify the most
frequently used concepts. What does this frequency indicate?

Core Concepts and Word-combinations

soaring jobless rate

remedy unemployment
dwindling product markets
deviation in output from trend
sharply rising wealth—to—income ratios
mitigate inequality

mortgage default

foreclosure delays

smooth consumption

lengthen employment searches
exacerbate unemployment
heavily leveraged firms

3 Read the Text and identify its main aspects. Using Supplement III, give definitions of the terms
in bold type. Discuss how crucial they are in global and Russia’s environment.

Growth Is Key to Job Creation

1. Asthe jobless rate has soared in most advanced economies in the wake of the Great Recession,
especially for young people, how labor markets work and how policy can influence them
has taken on new urgency.

2. Participants in the Thirteenth Annual Research Conference hosted by the IMF discussed
recent research on critical labor market problems. The aim was to figure out the best way to
create jobs and reduce inequality.

Matching skills

3. Nobel prize winner George Akerlof argued in his opening remarks that most unemployment
is caused by changes in demand, rather than by so-called structural issues pertaining to employees’
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qualifications, location, and/or age. This means that “aggregate demand shocks” —changes to the
economy that affect all such groups at the same time—are the key to remedying unemployment.
4. “The road to bliss is not through austerity,” concluded Akerlof.
5. This contrasts with an increasingly popular view in policy circles that the recent crisis has severed
links between output and employment recovery, implying that even healthy output growth will
fail to reduce unemployment to pre-crisis levels.

Stronger product markets

6. This message was aligned with recent empirical evidence on the link between dwindling product
markets and rising unemployment. Professor Laurence Ball of Johns Hopkins University
showed that the so-called Okun’s law—which postulates that a 1 percentage point deviation
in output from trend leads to a ¥ percentage point deviation in unemployment from its “natural”
level—has been reasonably stable in the United States since 1948, and also broadly holds true
for other advanced economies. Hence, rising aggregate demand and stronger product markets
are a necessary condition for healthier labor markets.

7. In addition to Peter Diamond’s discussion, participants presented additional international
evidence on the Beveridge curve, which measures skill mismatches by mapping the relationship
between the number of job vacancies and the unemployment rate.

Taxing the wealthy

8. The income share held by the top 1 percent has risen sharply in the United States and the United
Kingdom since 1980, noted Thomas Piketty of the University of Paris, presenting work he has
done with Emanuel Saez of University of California at Berkeley. The rise in income inequality
has been associated with sharply rising wealth-to-income ratios, which suggests that inequality
can be largely mitigated by more progressive taxation to discourage the negotiation of extremely
high salaries.

9. Oliver Coibion of the University of Texas and the IMF and his co-authors presented evidence
suggesting that monetary policy can potentially foster inequality, among other things by transferring
resources (via higher real interest rates) from poorer borrowers to richer savers.

Role of credit

10. The role of the credit channel in job creation and destruction was hotly debated at the conference.
The sharp drop in house prices has played an important role, especially in the United States,
in reducing available business financing. This in turn has made businesses less likely to hire.

11. New and small businesses are particularly sensitive to housing price variations than other
businesses, according to University of Maryland professor John Haltiwanger, which explains
the concentration of job losses by that group of businesses since the start of the crisis.

12. Kyle Herknhoff investigated the roles of mortgage default and foreclosure delays in smoothing
consumption and lengthening employment searches, potentially exacerbating unemployment.
Tito Boeri from Bocconi University and co-authors found evidence from both sides of the
Atlantic that, in a recession, more heavily leveraged firms face greater difficulties in rolling over
debt and tend to cut significantly more jobs. It follows that strengthening financial intermediation
is an important requisite to stable labor markets.
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TASK 2 Building vocabulary

1 In the Text underline English equivalents for the following word-combinations.

Pe3ko Bo3pacratoiuii ypoBeHb 0€3pa00TUIIBI; HACYIIIHBIE IPOOIEMbI PhIHKA TPYyIa; OIPEIeIsITh Hau-
JIy4d1iuii crnoco6; peniats npodaeMy 6e3paboTulibl; OTKJIOHEHUE 00beMa MPOU3BOJACTBA OT TPEHAA;
COKpAaIllaTh HEPABEHCTBO; HEBBITIOJTHEHHE YCIOBUI UTIOTEYHOTO KPEAUTOBAHMUS; OTCPOUYKA B JIUIIIE-
HUU TIpaBa BbIKYIa 3aJIOTOBOTO UMYILIECTBA; TTOAAEPKMBATh IMTOCTOSTHHBIN YPOBEHb MOTPEOIECHUS;
HaJIMYHbIE CPEACTBa sl (pMHAHCUPOBAaHUS OM3HECa; CHUXKATh CTpeMJIEHME KOMIMAaHUM K HaiiMy;
TTOKa3bIBaTh Ha TparKe COOTHOIICHNE MEXY...; pearnpoBaTh Ha U3MEHEHUS 1IeH Ha KUJTbe; YCY-
ryoJisiTh 6e3paboTuily; yBeJUUeHUe Nepruoaa Morcka padboThl; OTOABUHYTh CPOKU MOTaIleHUS 3a-
TOJKEHHOCTH.

2 Find the following word-combinations in the Text and contextualize them. Think of their meaning
and give corresponding Russian equivalents.

Austerity; wealth-to-income ratio; dwindling product markets; skill mismatches; negotiation
of extremely high salaries; to transfer resources; credit channel in job creation and destruction;
mortgage default and foreclosure delays; heavily leveraged firms; to roll over debt.

3 Write out from the Text: (1) word-combinations meaning ‘zo be connected with
(2) word partners for noun ‘evidence’.

4 Consult English-English dictionary to find all possible synonyms for the verb ‘zo cause’.

5 Consult special dictionaries for most frequently used word-combinations with Core Concepts. Make
up a list of them and provide their Russian equivalents.

TASK 3  Critical thinking

1 Using the word-combinations from Task 1, explain the logical link between the core concepts given
below.

unemployment output inequality
mortgage consumption
2 Interpret the passages in italics in the Text paying special attention to small details. Using
the Signposting Language, build up your line of reasoning.

3 Find the cases of hedging language (modal verbs, impersonal structures, adverbials) in the Text.
Comment on the author’s stance, implications or message.

4 Formulate the thesis statement of the Text encompassing its key aspects. Make it the opening
sentence of your abstract expanding on these aspects in the body.
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TASK 4 Reading to identify the specific aspects

1 Read Box 11 and focus on the dimensions of non-inclusive growth patterns in developing countries
and the requirements for sustained growth.

BOX 11
Tackling Non-Inclusive Growth

Rigorous research on the causes and consequences of unequally distributed growth is necessary to identify solutions. But
the best analysis means little in the absence of hands-on consensus-building and political engagement.

Several years ago, | had the privilege of chairing a commission on growth in developing countries. Its members had
significant economic, political, and social policymaking experience in the developing world, and despite their differences, they
all agreed on certain crucial points. Two still stand out in my memory.

First, as we concluded in our final discussion, non-inclusive growth patterns will always ultimately fail. Such patterns cannot
produce the sustained high growth that is necessary for reducing poverty and fulfilling basic human aspirations for health,
security, and the chance to contribute productively and creatively to society. They underutilize and misuse valuable human
resources; and they often give rise to political or social turmoil, often marked by ideological or ethnic polarization, which then
leads either to wide policy swings or to policy paralysis.

Our second broad conclusion was that sustained growth requires a coherent, adaptable strategy that is based on shared
values and goals, trust, and some degree of consensus. Of course, achieving that is easier said than done.

Many developing countries have experienced extended periods of slow or no growth. In some cases, a country’s leaders are
simply confused, and do not understand what needs to be done. In most cases, however, the ingredients of an effective “growth
model” are well known, and the problem is a lack of political or social consensus about how to implement it.

Achieving a higher growth equilibrium is rarely a gradual or incremental transition. It requires a discontinuous leap in
expectations and policies, and a fundamental shift in the political and social consensus. When these shifts occur, leadership
plays a crucial role, by providing citizens with an alternative vision, based on common values, that all stakeholders can support.
Such leadership can come from above, from below, or from a representative group. But as the persistence of low-growth
equilibria in many countries shows, it often doesn’t come at all.

The spillover effects of non-inclusive growth are already evident almost everywhere, to varying degrees, in the form of
social polarization, policy gridlock and incoherence, and a generalized loss of public trust. In this respect, developing countries’
experience holds potentially important lessons for policymakers and various stakeholders in advanced economies.

There has been some progress in identifying the factors causing economic inclusiveness to decline in the last three decades.
This is important: only by understanding the nature of the challenge can we develop more effective responses to it. If we
misdiagnose the problem with a flawed or rushed analysis, our response will be ineffective, and probably even counterproductive.

That said, the analyses conducted so far have not yet generated widespread awareness of the threat that non-inclusive
growth poses to productivity and economic performance as conventionally measured. The adverse economic effects of non-
inclusive growth grow and multiply slowly over time, and will continue to do so in the absence of collective action — usually but
not necessarily manifested through government — to shift prevailing distributional patterns.

Some would disagree with this proposition, because they believe that the factors behind economic performance and
dynamism are independent of distributional patterns. But | would remind them of the second lesson from developing countries’
experience: non-inclusive growth patterns undermine trust and eventually governance, in turn undercutting policymakers’ ability
to sustain policies and strategies that support high growth.

To put it bluntly, insightful analysis has its uses, but change will not happen without a widespread social and political
convergence around shared values and objectives — something that is sorely missing in many countries today. People need to
trust one another and their leaders, and they need to agree on how to assess and respond to polarizing economic and social
trends.

At the same time, continued inaction will fuel alienation, creating a vicious circle of distrust and paralysis that will have to
be broken before effective action can occur. There are already many important initiatives dedicated to various dimensions of
the inclusiveness challenge, which include not just income and wealth inequality, but also automation, artificial intelligence, and
the future of work. Despite their good intentions, it remains to be seen if any of these initiatives will pave the way for effective
policy responses.

The value of insightful analyses of such complex problems should not be discounted. But we cannot assume that getting the
diagnosis right will be sufficient to overcome political gridlock. The other key ingredient is direct engagement. Restoring public
trust will require a deep and sustained commitment, and a new consensus that is broad enough to overcome the political and
social divides that are now legion across advanced economies.
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2 Build a flow chart of challenges related to non-inclusive growth.

3 Support the flow chart with the list of word-combinations from the text necessary to discuss the above
mentioned challenges.

4 These word-combinations will help you to fill in the gaps in the Russian text below. Render the text
following the line of reasoning indicated by the opening phrases.

HeWHKNo3MBHbIN POCT U YTO C ITUM fienatb

TiareabHbINM aHAINU3 MPUYMHHO-CIEICTBEHHOI CBI3M HEPAaBHOMEPHOIO S9KOHOMUYECKOTO
pocTa BaxkeH ISl moucKa perneHuil. Yiensl KomuTteTa 1Mo 5KOHOMUYECKOMY POCTY B pa3BUBa-
IOIIMXCS CTpaHaX, HECMOTPS Ha pa3HOINIACHsI, ObLIM €IMHOMYIIHEI B OIIEHKE HEKOTOPBIX BaXK-
HBIX MOMEHTOB.

Bo-1epBbix, COINIaCHO BBIBOMY, CACTIAHHOMY B OKOHYATEIBHOM OTUETE, . .uvvvvveeeeeeeeernnrennnnes

Takue MOICNM..................... OHM B HEIOCTATOUHOM MEPE M HEMIPABUMIIBHO ..........cccuvvrnee.. ,
YTO 3aTeM IIPUBOIUT K

Hann Bropoit o011rii BbIBO/ 3aKA0OYAJCS B TOM, UTO................ Bo MHorux pasBuBaroImxcs
CTpaHaX HAOMIOMAOTC............ceeve.. B HEKOTOPBIX CAYYASTX....vvunnnennnnnnn, B GonbmmHCTBE CITy-
YAEB, OMHAKO, ...cvvvvrreeeeeanns

JoCTrKeHNe PAaBHOBECHOTO POCTA .eevvverenrreeaennnns OHO TPEOYET ..vvvvreeeeereannns , a TaKXe

HeﬁﬂaFOle/IHTHbIQ OKOHOMMUYCCKHUEC ITOCJICACTBUA .....cvvvnnvvnnnnnn. , 1 9TO 6y,[[€T IpOoaoJIKaThCA,

]_ICHHOCTI:: BAYMYMBOI'O aHA/JIM3a TaKUX CJIOXKHBIX HpO6JI€M HE CJI€AYCT IPUHMXKATb.

5 Scan Box 12 and draw a time-line of the developments related to the fight over alternative economic
systems.

1 1 »

1 -
World War 11 2030
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BOX 12

The economy should serve society

The major battle of the post-World War Il global economy was a fight over alternative economic systems: Did
Communism or capitalism provide the best way of achieving growth and prosperity for all? With the fall of the Berlin
Wall, that battle was over. But there is a new one emerging: What form of market economy works best.

For a long while, American democratic capitalism seemed to triumph. The United States pushed deregulation,
privatization, and liberalization around the world, through a set of policies that came to be called the Washington
Consensus. But then came the 2008 global financial crisis, when it was government that saved the market from its
excesses. The attempt to minimize the role of the government had failed miserably, and led to the government taking
unprecedented actions.

In the aftermath, many took a closer look at the U.S. economic system. With median income stagnant for more than
a quarter-century, it became clear that this system was not delivering for most citizens, even if it was doing very well
for those at the top. And even its political system came to be questioned: economic inequality translated into political
inequality, evidenced so clearly by the ability of the banks that had brought on the crisis to resist the reforms that most
economists saw as necessary to prevent a recurrence. Democracy is more than just regular elections for the choice of
political leaders, and the outcomes of America’s democracy seemed increasingly more in accord with “one dollar, one
vote” than “one person, one vote.”

French economist Thomas Piketty has argued that high levels of inequality represent the natural state of capitalism.
He confirms what others have noted: the huge increase in inequality both of income and wealth in the past third of a
century and the increasing importance of inherited wealth. He forecasts that these trends will continue.

| believe that this high and increasing level of inequality is not the inevitable result of capitalism, nor is it the
working out of inexorable economic forces. There are countries with much lower levels of inequality—uwith just as
strong growth—whose citizens, especially those in the bottom half, fare far better than their counterparts in the United
States. Some countries have even significantly reduced inequality in recent years, namely, Brazil. The high and growing
inequality in the United States is a result of its policies and politics, and those that have emulated the United States—the
United Kingdom, for example—are seeing similar results. The inequality is a result of the country’s ersatz capitalism—
rampant with monopolies and oligopolies, government-conferred benefits on corporations and the rich, bailouts for the
banks, deficiencies in corporate governance, and tax laws that allow the richest to move their money to offshore tax
havens and pay far less than their fair share of taxes.

The IMF has rightly recently emphasized the adverse effects of this inequality on economic performance. In my book
The Price of Inequality, | explained how we could simultaneously have more growth and stability and more equality—
especially in those countries where inequality has reached the extremes that it has in the United States. Trickle-down
economics doesn’t work—as the U.S. data amply show. And this is especially true when so much of the inequality
arises from rent seeking (the top appropriating a larger and larger share of the nation’s pie for themselves) and from a
lack of equality of opportunity, implying that those at the bottom never have a chance to live up to their potential.

The false capitalism that has emerged in the United States and some other countries is the predictable and predicted
result of a flawed democracy that enables economic inequality to be easily translated into political inequality, in a vicious
nexus where an increase in one form of inequality increases that of the other.

The major challenge facing the global economy in coming decades is more than just taming the excesses of the
market economy—for instance, preventing the excessive risk taking, predatory lending, and market manipulation so
strongly manifested by financial institutions in recent years. It entails making markets work as markets are supposed to
work—with strong competition driving innovation that raises living standards, not the kind of innovation centered on
how to appropriate a larger share of a nation’s income and circumvent the regulations designed to make the economy
function well. It entails ensuring not only strong economic growth but also shared prosperity. It entails ensuring that the
economy is the servant of society, not the other way around. When economic “advances” entail large cuts in wages or
public benefits for broad swaths of society, we have to ask whether we have confused means with ends.

And the major challenge facing our global politics is ensuring that democratic processes truly represent the
interests of ordinary citizens. Breaking the power of money in politics will not be easy. But if we don’t, we will face
disappointments in our economies and our democracies.

Joseph E. Stiglitz, Finance and Development, 2014
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Task 5  Critical Thinking

90

Who is the author of the text? What qualifies him to write on the subject?

Look through Box 12 and explain how Joseph Stiglitz sees the following concepts: democratic
capitalism, ersatz-capitalism, trickle-down economics, false capitalism, flawed democracy.

Find information to comment on the allusions and references made by the author:
e the Berlin Wall

e  Washington Consensus

e Thomas Piketty

o  The Price of Inequality

Allusion is something said or written that mentions
a person or a subject indirectly.

What is the author’s purpose in writing this text? What evidence is used to support the argument
of the text?

Does the author include and/or critique other people’s viewpoints?

Where (if anywehere) is the author’s position on the topic made clear? At the begining? The end?
Only by implication?

Prepare a 5-minute speech on the following fundamental issues raised by J. Stiglitz:
e economy as the servant of society

e interplay of economic inequality and political inequality

challenges facing the global economy and global politics

e economic ‘advances’ confusing means with ends.



TASK 6 Video: commentary and analysis

Inclusive Growth and the Social Market Economy

www.youtube.com/watch?v=E8N-JdaNa5Y&T=32s

Content words: trade-off; inclusive growth; social market economy; income inequality; human
capital; advanced economies

1. Drawing on the title of the video, content words and your background knowledge, formulate the
problem that might arise in the video.

2. Watch the video to comprehend the concept of ‘inclusive growth’. Contextualize the content words
given above.

3. Watch the video again and select information necessary to complete the table.

Essential

background

information

Key arguments 1.
2.
3.

Supporting arguments | 1.

4 Make up a list of word-combinations supporting the Content words.
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Task 7  Critical thinking

1 Make up a mind map for a speech on the essential determinants of social market economy across

advanced countries.

2 Prepare a presentation on “Policies which will help Russia to switch from non-inclusive to inclusive

model of development”.

TASK 8 Vocabulary Check-Up

1 Render the text using the word-combinations on the right.

Hecmortps Ha coxpaHeHue psaa GakKTopoB pUcKa U HEoTpe-
JIEJIECHHOCTH, B HACTOsIIIee BpeMsI HAOII0IAI0TCSI CUHXPOHM -
3anus a3 HuKiIa 9KOHOMUYECKOM aKTUBHOCTH, CTaOMJIb-
HOCTb PHIHOYHOI KOHBIOHKTYPHI M OTCYTCTBUE HETaTUBHBIX
MOTPSICEHUI, B YACTHOCTU CKAYKOB IIEH Ha ChIPbEBBIE TO-
Baphbl. [1o Mepe U3MeHEHUST MOJUTUKU, OJarompUsITCTBYIO-
1ieii 0oJIbIIeli CTaOMIBLHOCTY B MUPOBOI SKOHOMUKE, YMEHb-
HIMJIach HEOOXOIMMOCTD yAEIsITh BHUMaHUE MepaM, HarpaB-
JICHHBIM Ha MPeoaoJIeHrEe TTOCIeICTBUI SKOHOMUYECKOTO
kpu3suca. [ToMumo yiydiieHuss UHBECTUIIMOHHBIX YCJIOBUIA,
OTKPBIBAIOTCS 00JIce IMPOKUE BO3MOXKHOCTH [UTS CMEILEHUS
aKlIeHTa IMPOBOAMMOI MTOJIUTUKU Ha pellieHre 0oJjiee 10JIro-
CPOYHBIX BOIIPOCOB, TAKMX KaK YKPETJIEHUE 9KOJIOTUIECKOI
COCTaBJISIIONICH SKOHOMUYECKOIO pOCTa M YCTPAHEHUE WH-
CTUTYLMOHAJIbHBIX HEAOCTATKOB, MPEISATCTBYIOIINX Pa3By-
thto. I3MeHeHue aKkiieHTa B TPOBOAMMOI MOJTUTUKE MOXET
MPUBECTU K aKTUBM3ALIMM UHBECTULIMI, TIOBBILIEHUIO 3aHSI-
TOCTHU 1 00€CTIEYEeHUIO CPETHECPOUHOTO YCTOMUMBOTO 9KOHO-
MUYECKOTO pocTa. HhlHelIHMe KauTaloBIOXEeH s, B 4acT-
HOCTH, B ITOBBILIIEHNE YCTOMYMBOCTU K U3MEHEHUIO KJIMMaTa,
NoBblIeHNE 3(P(HEKTUBHOCTU MHCTUTYTOB OYIYT CITIOCOOCTBO-
BaTh 3KOHOMUYECKOMY POCTY U CO3IaHUIO B KPAaTKOCPOUHOI
MEePCIEKTUBE HOBBIX PAOOUMX MECT.

alignment of the economic
cycle

commodity price
fluctuations

encourage global economic
stability

reorient policy

strengthen

the environmental quality
of economic growth

tackle institutional
deficiencies

hinder development
generate stronger
investment

job creation

build resilience to climate
change

improve the quality

of institutions
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UNIT 10 Structural Reforms are Key to Sustained

Growth

TASK 1  Reading to identify the main aspects

Before you read the Text, study the Core Concepts and Word-combinations and give their Russian
equivalents.

Explain what stands behind the Core concepts highlighted in the list below. Identify the most
frequently used concepts. What does this frequency indicate?

Core Concepts and Word-combinations

9%

income levels

productivity payoffs / gains

cross-country production chains

trade and financial openness

labour utilization

reform priorities

value-added production

deepening capital market

institutions needed for market-based economic activity
foster a more skilled labor force

Read the Text and identify its main aspects. Using Supplement I1I, give definitions of the terms
in bold type. Discuss how crucial they are in global and Russia’s environment.

Structural Reforms Are Key to Sustained Growth

Despite clear progress in recent years, income levels of emerging market and developing
economies are still far behind those of advanced economies. With a less favorable external
environment and growing demographic challenges, continued strong economic performance
in these countries will hinge on how well policymakers are able to unlock productivity growth
by improving economic efficiency and a better allocation of resources in the economy.
Exactly how countries go about doing so will depend on their overall policy, business,
and institutional environment. The reform strategy will also depend on the economy’s stage
of development, since reforms that generate gains in productivity at earlier stages of development
may have a smaller payoff in the later stages.



3. The scope for structural reforms remains considerable in most emerging market and developing
countries, and recommendations tailored to where the country is located along the development
path can help focus attention where potential productivity payoffs are likely to be larger.

Recent gains

4. Growth over the past two decades was supported by a range of external factors—expansion
of cross-country production chains, declines in transportation and communication costs,
buoyed global trade, and easy financing conditions. However, domestic factors—such
as structural reforms that gave greater play to market forces, better policymaking, and greater
trade and financial openness—have also played an important role.

5. There are significant differences in the sources of growth across countries. In some countries
(in Latin America), growth has been driven by increases in labor utilization. In others it is
attributable to increases in labor productivity brought about by the accumulation of capital (such
as in developing Asia) or improvements in total factor productivity ( in Central and Eastern
Europe).

6. While productivity gains can arise from the adoption of advanced countries’ technologies
or better use of resources within sectors of the economy, they often also reflect structural
change—reallocation of resources from less productive sectors (such as agriculture) into higher-
productivity ones (such as industry and services) or new activities. These changes that push
up economy-wide productivity are the same channels through which advanced economies
have increased their income in the past.

Varying reform priorities

7.  Emerging market and developing countries have made significant progress, building stronger
institutions and achieving greater and more durable economic stability. But as economies
develop and external conditions change, new constraints emerge and policymakers need
to adapt their reform priorities.

8. In low-income countries, there is room to raise productivity in agriculture while pursuing
a shift toward higher-productivity industry and services. In emerging economies, where many
structural changes have already taken place, productivity growth will depend more on climbing
the technology ladder—that is, diversifying the economy toward higher value-added production
and modern services.

9. The set of required policies varies given the vast differences among emerging market
and developing countries. As countries get closer to the global technology frontier, payoffs
from simply adopting technology diminish and innovation becomes more important. Reform
measures that are effective in generating productivity payoffs for countries at earlier stages
of development are thus often not appropriate for the ones that are more developed.

Policy advice

10. Reforms must be tailored to individual country circumstances. A series of recommendations
for countries at three different stages of development should be taken into consideration:
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e In low-income countries, policymakers could further reduce trade barriers, roll back
distortionary agricultural subsidies and price controls, and reform the banking sector.
Improving basic education and the institutions needed for market-based economic activity
will also continue to be important.

¢ Inlower-middle income countries, maintaining productivity growth would require continued
reforms in banking and agricultural sectors, reducing barriers to foreign investment, as well
as increasing competition in product markets, improving the quality of secondary and tertiary
education, and alleviating infrastructure bottlenecks.

e In upper-middle income countries, productivity enhancements would come from deepening
capital markets, developing more competitive and flexible product and labor markets,
fostering a more skilled labor force, and investing in research and development and new
technologies.

TASK 2 Building vocabulary

1 In the Text underline the English equivalents for the following word-combinations.

VYpoBeHb J0x0/1a; oTaada, oOyCIOBIEHHAST pOCTOM IIPOU3BOIUTEIBHOCTH; MEXTOCYIapCTBEHHbIE
MMPOU3BOJCTBEHHbBIE LIETIOYKU; MOBBIIIEHNE 3(DHEKTUBHOCTU TPYAOBBIX PECYPCOB; 3aMMCTBOBaHUE
TEXHOJIOTUI pa3BUTHIX CTPaH; IPOU3BOACTBO, HALleJIEHHOE Ha ITOJIydeH1e T00aBJIEHHO CTOMMOCTH,
MoTpedoBaTh JabHEHIINX peOpM; MHCTUTYThl HEOOXOAUMBbIE W11 (DYHKIIMOHUPOBAHUS PHIHOY-
HOI SKOHOMUKH; YIYYIIUTh KAYeCTBO CPEAHETO M BHICIIETO 00pa30BaHUS;, pacIIMpeHNe PHIHKOB
KarnuTalia; CTUMYJMPOBATh co3aHue 0osiee KBAIM(PULIMPOBAHHON padboueii CUJIbI.

2 Find the following word-combinations in the Text and contextualize them. Think of their meaning
and give corresponding Russian equivalents.

Development path; to unlock productivity growth; buoyed global trade; trade and financial openness;
easy financing conditions; to push up economy-wide productivity; to adapt reform priorities; to pursue
a shift toward higher-productivity industry; to climb the technology ladder; to roll back subsidies
and price controls; to get closer to the global technology frontier; to adopt technologies; to be
tailored to individual country circumstances; to alleviate infrastructure bottlenecks; productivity
enhancements.

3 Consult special dictionaries for most frequently used phrases with Core Concepts. Make up a list
of them and provide their Russian equivalents.
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TASK 3  Critical thinking

1 Using the word-combinations from Task 1, explain the logical link between the core concepts given
below.

income labour
institutions productivity

2 Find the cases of hedging language (modal verbs, impersonal structures, adverbials) in the Text.
Comment on the author’s stance, implications or message.

3 Using the Text, make up a list of word-combinations with the concept ‘product’ and its derivatives.
Draw a mind map illustrating their conceptual correlation.

4 Study the definition of structural reforms. Identify the measures necessary to achieve economic
health and comment on them.

Structural reforms are measures that aim to raise productivity by improving
the technical efficiency of markets and institutional structures, or by reducing
impediments to the efficient allocation of resources. These range from measures as
diverse as banking supervision reforms and property right laws to changes in tariff
rates or rules on hiring and firing.

5 Look at the diagram and match the priorities given in the definition to reforms types.

Productivity payoffs of reforms

Within each category of countries, it is critical to prioritize
those reform areas likely to yield the highest payoff.

Reforms Types
Technology & Innovation
Industry Regulations
Business Regulations
Labor Market
Fiscal Structural Reforms
Infrastructure
Banking System
Capital Market Development
Legal System & Property Rights
Trade Liberalization
Agriculture

LIDCs EMs AMs

§
i

I Highest priority reforms I Other priority reforms

MNote: Comparisons across reforms within each country group. Darker shades imply larger gains
from reforms. UDCs = low-income developing countries; EMs = emerging market economies;
and AMs = advanced market economies.
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6 Identify and comment on the areas of reforming crucial for all the three groups of countries.

> >

7 Drawing on the diagram and Box 13, which illustrates country-specific areas of reforming in India,
comment on the priorities for the country.

BOX 13

IMF favours three structural reforms in India

Kenneth Kang suggested reforming the market regulations in order to create a more favorable
environment

The IMF has suggested a three-pronged approach for structural reform in India that includes addressing
the corporate and banking sector weaknesses, continued fiscal consolidation through revenue measure,
and improving the efficiency of labour and product markets.

Deputy Director Asia Pacific Department of IMF, Kenneth Kang, said the favorable outlook for Asia was
an important opportunity for India to push forward with difficult reforms.

“As such, there should be three policy priorities in the area of structural reforms,” Kang, Deputy
Director Asia pacific Department IMF told reporters at a news conference here.

“First priority is to address the corporate and banking sector weaknesses, by accelerating the resolution
of non-performing loans, rebuilding the capital buffers for the public sector banks, and enhancing banks’
debt recovery mechanisms,” he said.

India should continue with the fiscal consolidation through revenue measures, as well as further
reductions in subsidies, he said

“And lastly, it’s to maintain the strong momentum for structural reforms in addressing the infrastructure
gaps, improving the efficiency of labour and product markets as well as furthering agricultural reforms,”
said Kang.

Responding to a question on labour market reforms, Kang suggested reforming the market regulations
in order to create a more favorable environment for investment and

He further said that India should also focus on closing the gender gap which may help a great deal in
boosting the employment opportunities for women

“Improvements in infrastructure can be one important way to facilitate the entry of women into the
labour force. But in addition, there is a need to strengthening the implementation of specific gender
regulations, as well as to invest more in gender specific training and education,” Kang said.
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8 Watch the video for the discussion of China’s reforming policies.

“China’s economy under five years of structural reforms”

https://www.youtube.com/watch?v=NUHSilchJFQ

e Comment on China’s current country-specific approaches to reforming.

e Analyze China’s achievements in structural reforms and compare them with the results in other
emerging market economies.

o Present the steps to be undertaken by China’s government to catch up with advanced market
economies.

9 Discuss crucial and country-specific areas of reforming in Russia needed to be calibrated to the
current stage of development.

10 Using the table below, provide a time-line analysis of structural reforms in Russia from the early
1990s till late 2020s.

Yesterday Tomorrow
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The Art of Panel Discussion

TASK 4 Video: commentary and analysis

Video 1: How to Moderate a Panel Discussion: Definition of a Panel

https://www.youtube.com/watch?v=Kn9a0xVxJT8&index=1&list=PLTaLDJfFoTHT{8TzZ-
7gzjZTYW3fNCKUR

1 Watch the first series of a video course and write down the definition of a panel discussion.

Kristin Arnold: « A panel discussion

2 Number the basic characteristics of a panel discussion mentioned in the course.

Video 2: How to Moderate a Panel Discussion: Moderator’s Role

https://www.youtube.com/watch?v=Z2u_HIAOVz0&index=2&list=PLTaLDJfFoTHT{8
TzZ-7gzjZ7Yw3fNCKUR

Kristin Arnold: “The panel moderator has lots of different roles, different hats that you wear, and
you need to be pretty good at multitasking all of these different roles that you're
carrying so, that the audience gets their needs met through this format.”

3 While listening to the lecture of Kristin Arnold on different roles of a panel moderator, fill in the
gaps in the text below.

4+ So, first and foremost, you are the champion for the audience. You’ve got a good format,
you’ve got good panelists, and you’re moderating the discussion. It all needs to serve the audience.
The primary objective iS .......evvveeeeeeeeeeieeiciiiiriieeeeee. and when your audience’s needs are not being
met YOU NEEA 1O ...vvvvvveerriiriiiiiieeiieiiiiiieeinaennns YOU NEEA tO cooeeeieeeeeiieeeeeeeeeeeeeeeeeeeeeeee, on behalf
of the audience.

4+ You’re also the facilitator. You’ve designed a(n) ........ccccoeeeeeriiiiieeeriinienennnnn. You’re
........................................... the process. ... You're a ........................................... You’re keeping
........................................... because you do want to start on time you want, but most importantly,



you want to end on time. You want to honor .............cccooeeeiiieiiiieeeinnnnnnnn. , you want
........................................... the audience, and you want to make sure that the audience gets their
NEEAS .evvveieeeeeeeiiiieee e .

4+ You’'re also a little bit of an instigator. So you need to be a little bit of an instigator

and know what ...........cccooooiiiinnn are, know what the ............c.cccoovvieeeiiiiiiiinnnn. are,
and make sure that the panelistshave ...............ccccceei. points of view at the beginning.
So there’s a little bit Of ..........oeveiiiiiiiiiiiiiiieeeeeeee, curation that you need to do. You need to be
alittle bit ... about the topic. So, there has to be a little bit of a balance
but you need tO .....oevvvveeeeeeeeieiiiiiieeeeeeiieieea, a little bit if it’s not getting spicy on its own.

4+ Youalso are providing the energizer role. Keeping it ...........ccooevvvveeeeiiiiiiiineenne.n. and moving
and ... and if you have a sense of humor, which hopefully you do, you use
........................................... to keep the energy up for 60 - 90 minutes. Make sure that there’s lots of
........................................... IOtS Of oo JOES OF

for the audience.

4+ You’'re also a logistician. You are not the meeting ..............cccceeeeeeeeeeeiirieeinnnnn. and you
are not the Added-Value person. But you .............ccccieieiiiiiiiiiinnn... a lot of things ... make
sure that the audience is ..........cccceeeeveeeeeeenieiiieniiiinne, T LY | B T
are comfortable, you’re comfortable, people can hear you, people can hear the panelists, people
can hearthe .........cccccvvvviiiiiiiiii That’s all logistics. You don’t have to do it all but you
do need to be a bit of a logistician.

4+ And lastly you really need to be neutral and objective. Yes, you might have a lot of knowledge

AbOUL .ooeviieiiiie, And maybe the meeting .........ccccceeeeeuvvvnrvrreeneennennnes who hired
you, who brought you on, who asked you to moderate it, was thinking: “Oh, she knows a lot about
this subject. We’ll have her ..........coooovviiiiieiiiiiie. the panel”. You know, they really don’t want
tohear......cooccoeeiiviciiee they want to hear fromthe ............cccoocoooeiiiiiiniiiinnn, the panel
Of s and they need you to be ..........oevvvvvvvvviiiiiiiiiiiiiiiniinns So, you can

........................................... content but contribute content as a fallback if there isn’t anything
else being mentioned.

4 What set of skills is crucial for each role?

Video 3: Panel Discussion — Digital Transformation

https://www.youtube.com/watch?v=qavly7G15JQ

5 Watch the opening speech of a panel discussion on digital transformation. Characterize the tone
of the moderator.

6 Look at the list of functions the moderator performs. Match them with the moderator’s roles.
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7 Watch the video full-length and write down the phrases which help the moderator to perform
his functions. Put them under the corresponding heading.

Function Phrase

a. Opening Hello everybody. We have a particularly remarkable panel today
an event to discuss the issues which...
b. Explaining We want to address not only short-term questions, but also to discuss
the focus of the some of the longer term structural questions ...
discussion
c. Introducing Now let me introduce the panelists.
the panelists Starting the far left is...
Next to ... is ...

And finally, immediately to my left is...

d. Introducing So I'd like to start with a quick overview from...
the agenda
e. Disagreeing/ I’'m not saying that’s not important at all, it’s of critical importance
interrupting So can I jump in there quickly and ask if...
f. Keeping I would like to turn to... and I would be particularly interested
the discussion in how...
on track I would certainly want to come back to talk a little bit more about...

Feel free to read it out the to the audience.

I know John has got something he wants to say as well. But X. is first
then.

I quickly want to ask X., do you have any strong views to add to this?
I’m sure you do. I‘ll give you a chance.

g. Addressing Out of curiosity, looking at you in the audience, how many of you
the audience in the audience use...?
Can I ask how many people in the room agree with...?
I’d like to bring the audience in for questions.
Keep your comments or questions extremely short or I will cut you off.
And it will be courteous but not compulsory to identify yourself.
So, who would like to ask a question?
While I am on that question how many of you think that...

h. Keeping time We’ve only got about ten minutes.
I think we’re pretty much out of time.

i. Closing an event | I want to offer you the last word before we might get a couple

of questions if we’re disciplined.

The panel’s very constructive. I am pleased to thank the panel; they
have been excellent with these huge subjects.

So thank you all very much indeed
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8 Match the phrases below and the roles which the moderator performs during the panel discussion.

And it's a real pleasure to be with you here this morning. If you saw the crowds outside,
you realize that this was quite a hot ticket... this was the second most oversubscribed
panel.

... with this amazing group of panelists up here and with a topic like digital
transformation, how can it not be number one?

This panel today is a fantastic group of people to give us five windows into how they
see the world of digital transformation in their environments.

Let me quickly introduce them. I'll just go left to right:

We want to leave some time for the questions that are on your mind, the things that
you want to raise with the group. So we'll leave a few minutes at the end to do that.

This is a live stream discussion... And at the same time I want to encourage candor.

And also I've told our panelists, we want to have a conversation, so people want
to jump in, disagree with each other, build on each other. Well, try to make it free-
flowing.

I thought, I would start with you, sitting in the middle there.

Could you share how you've thought about digital transition and where are the
big priorities from your end?

Can I ask you one follow-up?

I've been hearing for years about how Kaiser had been such a leader in integrating IT...

I want to come back exactly to that...

I want to come back to this I just want to pick up on one more point around this digital
transformation journey...

... so you don't all have to jump in, but whoever - how do you know...

I want to shift a little bit to the culture stuff before we open it up for the room
for questions, because it's such a fundamental question.

... did you want to add anything?

I'm conscious I want to get to questions but...

... if you could just both quickly talk about...

We have time for a couple of questions. So many challenges...I think the microphone.
And we'll need to keep our answers quick so we can get a couple of questions
in before...

I think the microphone.

Any reactions particular from the very strong legacy companies that are sitting
up there?

Right. Others. Maybe, one last question.

So, let me, time is short, we want to keep everyone on schedule.

Could you give an example of...

So, I'd like to close by thanking this outstanding panel. I'd like to just highlight,
we heard so many great things. We don't have time to recap.

Thank you all so much for joining us. It was wonderful to have you.

champion
for the
audience
facilitator
timekeeper
instigator

energizer

logistician
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Ideas for Debates and Panel Discussions

Use the quotes below as a springboard for debates. (You may find the publication on the
e-address given below).

Inclusive Growth or Else

https://www.project-syndicate.org/commentary/davos-inclusive-growth-model-inequality-
by-sergei-guriev-et-al-2018-02

A

Without a strong policy response aimed at building a more inclusive growth model,
rising populism and economic nationalism will impair the functioning of markets and
overall economic stability — potentially cutting short the current global recovery.

When it comes to financial deregulation and the liberalization of international
capital flows, there are clear equity-efficiency tradeoffs: they boost growth, but they
also tend to increase inequality.

The first critical area of focus for the World Economic Forum’s Future Council
on Economic Progress is skills training, skills upgrading, and addressing job
displacement. Globalization and the so-called Fourth Industrial Revolution have
increased the pace of change in labor markets, putting a premium on adaptability.

The second critical area is taxation and social protection. Policymakers should
pursue cooperative efforts to stem corporate tax avoidance, tax inversions, and the
use of tax shelters. Fiscal transfers should also be better targeted, in order to protect
the most vulnerable groups.

The third critical reform priority is more aggressive action to regulate financial
markets, especially to prevent insider trading, money laundering, and to close down
illegal financial center.

The fourth and final priority is a more concerted effort to ensure fair competition
and avoid crony capitalism. In industry, services, or the media, anti-trust actions to
avoid capture of institutions or industries are vital to support inclusiveness.
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The Global Economy in 2018

https://www.project-syndicate.org/commentary/economic-forecast-2018-continuity-by-
michael-spence-2017-11

There are reasons to be cautiously optimistic. For starters, there remains a broad
consensus across the developed and emerging economies on the desirability of
maintaining a relatively open global economy.

Economic power and influence will continue to shift from west to east, without
any sudden change in the pattern of job, income, political, and social polarization,
primarily in the developed countries, and with no obvious convulsions on the
horizon.

The Global Economy’s New Rule-Maker

https://www.project-syndicate.org/commentary/china-in-the-global-economy-by-michael-
spence-2017-08

China’s position in the global economy is starting to resemble that of the United States
during the post-war period, when it, along with Europe, was the dominant economic
power.

In the post-war period, the advanced economies used their position to set the rules for
global economic activity. They did so in such a way as to benefit themselves, of course;
but they also tried to be as inclusive as possible for developing countries.

China shows every sign of moving in the same direction. It most likely will not pursue
a narrowly self-interested approach, mainly because to do so would diminish its global
stature and clout. China has shown that it wants to be influential in the developing
world — and certainly in Asia — by playing the role of a supportive partner, at least in
the economic realm.
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Blockchain’s Broken Promises

https://www.project-syndicate.org/commentary/why-bitcoin-is-a-bubble-by-nouriel-
roubini-2018-01

The financial-services industry has been undergoing a revolution. But the driving
force is not overhyped blockchain applications such as Bitcoin. It is a revolution
built on artificial intelligence, big data, and the Internet of Things.

Already, thousands of real businesses are using these technologies to disrupt every
aspect of financial intermediation. And financial institutions are making precise
lending decisions in seconds rather than weeks, thanks to a wealth of online data
on individuals and firms. With time, such data-driven improvements in credit
allocation could even eliminate cyclical credit-driven booms and busts.

Forget about blockchain, Bitcoin, and other cryptocurrencies, and start investing in
fintech firms with actual business models, which are slogging away to revolutionize
the financial-services industry. You won’t get rich overnight; but you’ll have made
the smarter investment.

Rapid advances in artificial intelligence and related technologies contributed to
fears of widespread job losses and social disruptions in the coming year, giving a
sense of urgency to debates about the future of work. But such discussions, though
surely worth having, only scratch the surface of what society might look like.






SUPPLEMENT |

Glossary

Unit 1

abating deflationary pressures

balance sheet mismatches

debt ceiling extension

experience bouts of volatility

expose vulnerabilities

legacy of the crisis

orderly exit from unconventional
monetary policy

rapid building of leverage

reduce tail risks

repair of bank and corporate balance sheets

set the stage for normalization
of monetary policy(MP)

shadow banking system

substantial improvements in market
confidence

Unit 2

drivers of growth
heightened market volatility
implement a common fiscal backstop

lingering risks

monetary easing through unconventional
measures

preempt the risk of contagion

rising corporate leverage

supportive monetary conditions

surge in activity

sustain quantitative easing

systemic liquidity mismatches
tighter external financial conditions
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CHMXKamlI1eecs: 1e(IsiiMOHHOE TaBIeHUEe
JWCIPOINOPLUUU B OAHKOBCKUX OajlaHcax
MpeaebHO I0MyCTUMAas BeJTMYMHa A0JTra
WUCTIBITHIBATH BCIJIECKU BOJATUILHOCTHU
BBISBJISITb TPOOJEMHBIE MECTA
Haclienue Kpusuca
nocrerneHHbIit otkaz ot HMIT (HecTanmapTHoi
MOHETapHOMI MOJUTUKH)
ObICTpOE HapalllMBaHUe 3a€MHbBIX CPECTB
CHMXATb MOCJEAYIOIIe PUCKHU
BOCCTaHOBJIEHUE OaTaHCOB OAHKOB
W TIPEATIPUITUIA
co37aBaTh YCJAOBUS U1l HOpMaJIU3allun
JIEHEXHOM MOJUTUKU
TeHeBast 0aHKOBCKas cuctemMa
3HAYMTEJbHO YKPEIUJIEHUE IOBEPUS K PBIHKY

(bakTOpBI 5KOHOMMYECKOTO pOCTa
BO3pOCIIiasi BOJATUJIBHOCTb PBIHKA
HCIONb30BaTh OOIIMIT MEXaHU3M
OIOIXETHOU TTOMIEPXKKH
COXpaHSIONINECS PUCKU
CMATYEHNE MOHETApPHOW TOJUTUKH 3a CUET
HeCTaHAAPTHBIX MEP
MPeA0TBPAaTUTh PUCK PaCIpPOCTPaHEHUsI Kpr3uca
pactyiiasi 1ojsi 3aeMHbIX CPEACTB MPeANPUITUI
OJaronpUATHBIC TEHEKHO-KPEIUTHBIE YCTIOBUS
BCIUIECK JeJIOBOM aKTUBHOCTH
MPOIOJIKATE MOJUTUKY KOJTMYECTBEHHOTO
CMSITUEHMST
CHUCTEMHbIe TMPOCYEThl B 00beEMax JIMKBUIAHOCTU
VKeCTOUeHNe BHEITHUX (DMHAHCOBBIX YCIIOBUI



Unit 3

central bank credibility
complacency in the reform agenda

downturn in the real economy
entrench the recovery

lay the foundation for sustained growth
loosen monetary conditions
reduce the burden on UMP

restore market functioning and intermediation

risk of deflation

set monetary policy in the context of
an established framework

short-term policy rate

significant spillovers

turn to unconventional monetary policy
(UMP)

zero lower bound on short-term interest rates

Unit 4

affect economic outcomes
balance the need for stability and risk-taking

be alert to the risks of renewed financial
instability

be complemented by a broader spectrum of
policies

capital flow management

communicate clearly the risk

corporate leverage

foreign exchange exposure

hunt for higher yields

initiation of UMP

lay the foundation for lasting growth

lessen risks of financial turmoil

make progress on fiscal reforms

pace of recovery

Supplement I

JOBEpHe K LIEeHTpaJIbHOMY OaHKY

CaMOYyCIOKOEHHOCTb OTHOCUTEJIBbHO T1aHa
pedopm

cIiajl peajbHON 9KOHOMUKU

MOAJAEPKMBATh MPOLIECC BOCCTAHOBIICHUS
9KOHOMUKHU

3aJI0)KUTh OCHOBY JOJIFOCPOYHOTO POCTa

0C1a0JSATh IE€HEXXKHO-KPEAUTHBIE YCIOBUS

yMeHbIIaTh Harpy3kKy Ha HMII

BOCCTaHaBJIMBATh (DYHKIIMOHUPOBAHUE PbIHKA
1 (PMHAHCOBOE MOCPEIHUYECTBO

pucK aedasunm

BBICTPaMBaThb MOHETAPHYIO TTOJUTUKY
B KOHTEKCTE CYIIECTBYIOIIEH CUCTEMBbI

KpaTKOCpOUHasi cTaBka pedMHaHCUPOBaHUS

3HAYUTEIbHbIE TOOOUHBIE 3(PPEKTHI

oOpaniarbcs K HECTaHAAPTHBIM MepaM
MoHeTapHoii nmojautuku (HMIT)

HyJIeBasi HYXKHSISI TpaHUIIa KPaTKOCPOUYHBIX
MPOLIEHTHBIX CTABOK

BJIMSITh HA 9KOHOMMYECKIE PE3YJIBTaTh

cobmonaTh 0ajlaHC MEXIy CTaOMILHOCTBIO
U pUCKAMK

orracaTbCsd pUCKa BO30OHOBJIEHUS
(UHAHCOBOM HECTAOUJIBHOCTH

JOITOTHSITHCS IIIMPOKUM CIIEKTPOM Mep

yIpaBjeHue MOTOKaMU Karuraaa
YETKO OOBSICHSATH PUCKH

HCIOJIb30BaHWE KOMIIAHMEH! 3a€MHbBIX CPEICTB
BBIXOJI HA BAJIFOTHBIE PHIHKU

cTpeMJIeHHe K OOJIbIIIeH TOXOMHOCTHU

BBEJIEHME HECTAHIAPTHOM JEHEXHOMN MOIUTUKI
3aKJIaJbIBaTh OCHOBY JIJISI YCTOMYMBOIO pocTa
CHU3UTH PUCK (DMHAHCOBBIX MOTPSICEHUIA
JIOCTUTATh IIporpecca B (pUCKaIbHEBIX pedopMax
TEMIIbI BOCCTAHOBJICHUS
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place the economy on a path of sustainable
growth
put the global recovery at risk

take the full range of actions
unhealthy risk-taking

Unit 5

anchor inflation

effective operational framework

enhance analytical capacity

implement modern monetary policy
frameworks

increased exposure to global capital markets

inflation-targeting framework
interest-rate based operating framework
price stability as the primary objective of MP

reduced fiscal dominance
reserves requirements

sound forward-looking MP

standing facilities

Unit 6

encompass structural reforms
facilitate political consensus on reforms

fiscal sustainability

have sizeable costs

keep overall budget deficit in check

looming risks

offset the adverse short-term impact of reforms

policy room for maneuver
reform fatigue

rising contingent liabilities
scale up growth-enhancing infrastructure
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BBIBOIIUTH 9KOHOMUKY Ha ITyTh YCTOMIMBOTO
cbalaHCUPOBAHHOTO pocTa

MOABEPTaTh PUCKY BOCCTAHOBJIEHUE MUPOBOI
SKOHOMUKH

MPEnNPUHUMATD BCE HEOOXOMMMBIE MEPHI

WITH Ha HEeOTpaBIaHHBIN PUCK

CIAePKUBATh MHOISAIIAIO

addekTrBHasI cUcTeMa Mep

MOBBILIATH AHATUTUYECKUI TTOTEHIIMAI

peain3oBbIBaTh COBPEMEHHYIO CUCTEMY Mep
MOHETAPHOM MOJUTUKHU

OoJiee IMPOKMIA JOCTYII K MUPOBBIM PhIHKAM
KamnuTana

cucTeMa UHQISLIMOHHOIO TapreTUPOBAHUS

CHUCTeMa Mep C YYeTOM IPOLEHTHOI CTaBKU

LIEHOBAas1 CTAOMJILHOCTh KaK MepBOCTEeNIEHHAS
3a7a4a MOHETAPHOM MOJUTUKU

CHUXeHHUe (PUCKaIbHOIO MpeuMyIlecTBa

TpeOoBaHUS K MUHUMAaJIbHOMY 00beMY
Kamnuraia

B3BeIlICHHAsI JaJbHOBUIHAS MOHETapHas
MOJINTUKA

CYILECTBYIOIINI MEXaHMU3M PEryJIMPOBaAHUS

OXBATBIBATb CTPYKTYPHBIE pe(OPMBI
CIOCOOCTBOBATh JOCTHUKEHUIO TTOJIMTUUECKOTO
corjiacus o Bompocy pedopm
YCTOMYMBOCTD OIOIKETA
HECTHU 3HAYUTEJIbHbIE U3IEPKKI
CHOepXMBaTh OOLIMI OI0MXKETHBIN AeDULINT
MMOTEHLIMATbHbIE PUCKU
KOMITEHCUPOBaTh KPaTKOCPOUHbBIE
HeOnaronpusiTHLIE MOCIeACTBUS peopm
BO3MOXXHOCTH JIJIT MaHeBpa
B 9KOHOMMYECKOI TTOJTUTHUKE
HeXeTaHue TTPoIoKaTh pehOpMbI
POCT He3arIaHMPOBAHHbIX 3aJ0JIKEHHOCTEA
pa3BUBaTh UHMPPACTPYKTYPY,
CITOCOOCTBYIOLIYIO POCTY



smart fiscal policies
strengthen fiscal governance
use targeted measures

value public investment

Unit 7

boost enrollment rate
contribution of labor to growth

eliminate tax exemptions

enter a prolonged period of mediocre growth

improve revenue administration

jeopardize investment
lower the government wage bill

on the revenue side

R&D-intensive industries

return on savings for individuals
take-home pay

the design of social benefit programs

undermine revenue collection

Unit 8

adopt foreign technologies

be cost effective

boost innovation

catching-up growth

create negative impact on the tax base
determine quality of life

foster private R&D investment
grant R&D tax credits

offset taxable losses

preferential treatment

provide targeted R&D subsidies
reduce the cost of private R&D
simplify tax rules

Supplement I

JATbHOBUIHAS MOHETapHAsI IMTOJIUTUKA

YCUJIMBATh OIOJIKETHBIN HAI30D

HCITOJIb30BaTh apeCHbIE MEPhI

OTBOAUTD BaXKHYIO pOJIb TOCYIaPCTBEHHBIM
WHBECTULIUSAM

MOBBIIIATh YPOBEHb 3apIIaaThl

BKJIaJ, TPOU3BOAUTEbHOCTU Tpyaa
B 9KOHOMMYECKU pOCT

yIIpa3IHUTh OCBOOOXKIEHNE OT HAJIOTOB

BCTYIIUTH B IJIATEJIbHBIN ITEPUOT
HE3HAYMTEJIbHOI0 9KOHOMUYECKOTO POCTa

YIIYUILIUTD pacIipeie/ieHie HaJIOTOBBIX
MOCTYIUIEHU I

CTaBUTbH I10J YITPO3y MUHBECTULIUU

CHM3UTD 3apIuiaTy CayXKallux
rOCyIapCTBEHHOTO aIlapaTa

B IUTaHE OIOMKETHBIX ITOCTYTUICHUI

HayKOEMKME OTpaciii

JIOXOJBI OT COepeKeHNI YaCTHBIX JINILL

peaibHasl 3apaboTHas TJiata

pa3paboTKa mporpaMM COLIMaJIbHOTO
obecrieuyeHUS

Pe3KO MOHMXAThb ITOCTYIUICHUS B OIOIXET

3aMMCTBOBATh 3apy0eXKHbIE TEXHOJIOTUH

OBITh peHTa0EIbHBIM

CTUMYJIMPOBAaTh MHHOBALIUU

HaBePCThIBAIOLLIMI POCT

HETaTMBHO BJIMSITh Ha HAJIOTOBYIO 0a3y
OIPEIEISATh KAYECTBO KNU3HU

CII0COOCTBOBAThH YaCTHBIM MHBecTnIIAM B HUP
MpeaoCTaBIsITh HAaJoroBble JbroThl HAa HUP
KOMIIEHCHPOBATh IOTEPH OT YIUIaThl HAJIOTOB
peXrM HanOOJIbLIEro 0J1aronpusITCTBOBAHMS
BBIIEJSATH LieIeHanpaBieHHbIe cyocuauu Ha HP
CHIKATh U3AEePKKKM KommaHnuii Ha HUP
YIIPOCTUTH MPaBMUJIa HAJTOTOOOIOKEHMS
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target fiscal support
tax distortions

Unit 9

deviation in output from trend
dwindling product markets
exacerbate unemployment
foreclosure delays

heavily leveraged firms
lengthen employment searches
mitigate inequality

mortgage default

remedy unemployment
sharply rising wealth-to-income ratios

smooth consumption

soaring jobless rate

Unit 10

cross-country production chains

deepening capital market
foster a more skilled labor force

income levels
institutions needed for market-based economic

activity

labor utilization
productivity payoffs / gains

reform priorities
trade and financial openness

value-added production

HampaBJIATh OIOMKETHYIO TIOIIEPKKY
HaJIOTOBBIE TUCITPOTIOPIIUHI

OTKJIOHEHME 00beMa MPOU3BOICTBA OT TPeHIa

COKpallaloIrecss TOBapHbIe PHIHKKU

YCYIyoJsTh 6€3paboTuIly

OTCPOYKH B JIMIIEHUY IIpaBa BBIKYIIa
3aJI0T'OBOI'O UMYILIECTBA

KOMITAaHUH C BBICOKOM OJIEN 3a€MHBIX CPENCTB

YBEJIMYMBATh ITEPUOI TTOKMCKa pabOThI

crlaXnBaTh HEPABEHCTBO

HEBBITIOJIHEHNE YCIOBUS UTIOTEYHOTO
KpeauTOBaHUS

peiaTh rmpoodjemMy 6e3padoTHIIbI

pPE3KO BO3pacTarolliee COOTHOIIIEHUE OoraTcTBa
K JI0X0IaM

MO PKUBATh IIOCTOSIHHBIN YPOBEHD
MoTpedsIeHUS

PEe3K0 BO3pacTalollnii ypoBeHb 0€3pabOoTHULIbI

MEXTOoCyJapCTBEHHbIE MPOM3BOICTBEHHBIE
HETTIOYKNA

pacuipeHue pbIHKOB KamnuTaja

CTUMYJIMPOBATh CO3IaHNe
BBICOKOKBAJTM(DULIMPOBAHHOM CUJIBI

YPOBEHb J0X0Ja

WHCTUTYTHI, HEOOXOIUMEBIE
JU1s1 YHKIMOHMPOBAHUST PhIHOYHOM
5KOHOMUKU

HICTIOJIb30BaHYE TPYAOBOTO MOTEHIIAIa

oTmaya, 00yCJI0OBIEHHAsI POCTOM
MIPOU3BOIUTEIBHOCTHU TPyIa

MPUOPUTETHI pepopm

MPO3PaYHOCTh TOPTOBBIX M (DMHAHCOBBIX
onepauumn

MPOM3BOACTBO, HalleJIECHHOE Ha MOoJIy4YeHue
J00aBJIEHHOI CTOMMOCTH
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Signposting Language
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Introducing the issue

Let’s start with an idea/ a question of...

Let’s shift the focus here from... and talk about...
Let’s start off by pinning down what... is.

I think it’s useful to look at the overall picture...
The point is that...

The basic issue is...

What we now want to do is to talk about how...
The first possible goal of... is to...

The other big issue with ... is the problem of...
These observations raise the issue of...

This point is worth exploring.

A useful stating point here is...

The underlying issue here is that...

Identifying the major problem

First, let’s look at...
First, we are going to focus on.../ to think about...
It’s useful to begin by looking at...

The starting point for discussing ... is that...
Let’s start with the basic idea...

Let’s first talk about ...

Let me try and explain the main reasons why...
The other big area is...

Here’s the first problem...

But here is my key point...

Identifying the aim and purpose

The idea is to...

The key question here then becomes how...
My point is here just...

The basic argument here is that...

Our research indicates that...

One problem with... is that...



What exactly I mean by...?
To think about this issue, we need...

Indicating the sequence or order

Let’s take these explanations in turn and look at them one at a time.

Let’s start off here by talking about how...and then illustrate the problems of...

Let me talk about those in turn.
The final issue is that...
Here is the first problem...

Developing the viewpoint

We’re going to define... as...

Just to be clear on the definition...

Let’s get a little more concrete about...

Let me give you a couple of reasons why I think that’s true.
It’s also true that...

Indeed...

It’s worth noting that...

So what does that mean exactly?

What that means is, in effect...

My point here isn’t that...

Now we need to think about the implications of it.

Providing examples and explanations

Imagine that, for example, ...

Let’s say, for example, that...

Let me give you a couple of famous cases of...

Let me give you one last example of...

Let me give you some numerical examples...

Let’s say for the sake of argument/ for purposes of illustration that...
To give you sense of how this works, let me describe...
These figures clearly show that...

Recent studies show that...

We have a vivid example of this in recent years...

A classic example of this would be...

There’re a lot of famous examples...

A more recent example is...

A final example is that...

I should mention in passing that...

One common example now is...

I want to illustrate the situation with ...

Supplement 11
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7 Emphasizing the point

I just want to emphasize that...

My point is that...

The idea here is that...

To nail down the point, let’s talk about...
I’m going to focus on...

More specifically, ...

It’s worth remembering here...

Since I’'m focused here on...

But the real problem lies with...
Essentially, ...

One of the concerns about ... is that...
But here’s a problem...

So let’s consider the basic proposal.
Now, my point here is that...

I should also mention that...

So, that will give me a chance to discuss the issue of...
It is worth noting that...

Finally, it’s worth pointing out...

8 Indicating a transition

Let’s move on to /pass on to/ turn to

Let’s now switch over and think about the idea of...
Let’s shift the focus here from... and talk about...
Now, let’s shift over and look at...

Now, we’re going to talk about....

The discussion shifts to...

With our goals in mind we’ll be able to move to...

9 Expressing doubt or contrast

It’s not quite clear that...

One possible drawbacKk is...

There’s also controversy over whether...
Now it’s just not clear that...

But I would argue that...

I’m not sure if that’s quite the right answer...
To put this point another way...
Conversely, ...

To put it differently, ...

On the other side, ...

This particular theory doesn’t hold true.
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10

11

Instead, ...
The answer is not at all obvious...
You’re not taking into account that...

Now we need to think a little bit about what the implications of this would be.

Making a reference

I mentioned a moment ago that...

As we noticed earlier, ...

As I pointed out earlier, ...

As we discussed earlier...

Let me quote to you from a well-known current economist...
Let’s remember that...

OK, let’s just go back a step and remind ourselves about...
But it’s also worth remembering...

There’re a number of studies by... which show...

This is what we refer to as...

In one study... , in others...

According to the latest research, ...

As noted before...

Again, we will come back to ...

This argument is discussed in more detail in...

As I’ve said several times now...

Recapping/ Summing up

Let’s just recap on...

After all,...

Let’s walk through the problem here by thinking about...
Again, I repeat...

Let’s remember, that...

To give a quick overview of...

So, where are we now?

Perhaps just a quick run-through of...

The basic answer is that...

In short, ...

We’re drawing to the end of...

I want to try to pull together a few big things.

My basic lesson here is that...

The general lesson I’'m trying to draw out of this...

Supplement 11
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12 Concluding

Ultimately, ...

Overall, ...

Finally, ...

With all of this in mind, we’ll ...

A final issue is that...

The real point here is that...

There seems to be some sort of a lesson here.

(from Economics, 3rd Edition by Professor Timothy Taylor)






SUPPLEMENT lil

Basic Terminology Guide

Unit 1

1.1 Monetary policy

Monetary policy consists of the actions of a central bank, currency board or other regulatory
committee that determine the size and rate of growth of the money supply, which in turn affects
interest rates. Monetary policy is maintained through actions such as modifying the interest rate,
buying or selling government bonds, and changing the amount of money banks are required to keep
in the vault (bank reserves).

1.2 Conventional Monetary Policy

When a nation’s economy becomes ‘overheated’ — growing rapidly to the point that inflation
increases to dangerous levels — the central bank will enact restrictive monetary policy to tighten
the money supply. This effectively reduces the amount of money in circulation and also the rate
at which new money enters the system.

When a nation’s economy slips into recession, these policy tools can be operated in reverse,
constituting a loose or expansionary monetary policy. Interest rates are lowered, reserve limits
loosened, and instead of selling bonds in the open market, they are purchased in exchange for newly
created money.

Central banks use a number of tools to shape monetary policy. Open market operations directly
affect the money supply through buying short-term government bonds (to expand money supply)
or selling them (to contract it). When borrowing is cheap, firms will take on more debt to invest
in hiring and expansion; consumers will make larger, long-term purchases with cheap credit;
and savers will have more incentive to invest their money in stocks or other assets, rather than
earn very little—and perhaps lose money in real terms —through savings accounts. Policy makers
also manage risk in the banking system by mandating the reserves that banks must keep on hand.
Higher reserve requirements put a damper on lending and rein in inflation.

1.3 Unconventional Monetary Policy

This category includes quantitative easing, the purchase of varying financial assets from
commercial banks. It may be employed to jump-start economic growth and spur demand.

Unconventional Monetary Policy Tools

The problem with conventional monetary tools in periods of deep recession or economic crisis
is that they become limited in their usefulness. Nominal interest rates are effectively bound by zero
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and bank reserve requirements cannot be made so low that those banks risk default. Once interest
rates are lowered close to zero, the economy also risks falling into a liquidity trap, where people
are no longer incentivized to invest and instead hoard money, preventing a recovery from taking
place.

That leaves the central bank to expand the money supply through open market operations
(OMO). In periods of crises, however, government securities tend to become bid up due to their
perceived safety, which limits their effectiveness as a policy tool. Instead of buying government
securities, the central bank can purchase other securities in the open market outside of government
bonds. This is often referred to as quantitative easing (QE).

1.4 Abenomics

Nickname for the multi-pronged economic program of Japanese prime minister Shinzo Abe.
Abenomics seeks to remedy two decades of stagnation by increasing the nation’s money supply,
boosting government spending and enacting reforms to make the economy more competitive.

Abe’s program consists of three “arrows.” The first consists of printing additional currency —
between 60 trillion yen to 70 trillion yen — to make Japanese exports more attractive and generate
modest inflation. The second arrow entails new government spending programs to stimulate demand.
The third component of Abenomics is more complex — a reform of various regulations to make
Japanese industries more competitive. This includes making it easier for companies to fire ineffective
workers, something that historically has been difficult from a legal standpoint. Proposed legislation
also aims to restructure the utility and pharmaceutical industries and modernize the agricultural
sector.

1.5 Leverage

Leverage is the investment strategy of using borrowed money: specifically, the use
of various financial instruments or borrowed capital to increase the potential return of an investment.
Leverage can also refer to the amount of debt used to finance assets. When one refers to something
(a company, a property or an investment) as “highly leveraged,” it means that item has more debt
than equity.

The Difference Between Leverage and Margin

Although interconnected — since both involve borrowing — leverage and margin are not
the same. Leverage refers to the act of taking on debt. Margin is a form of debt or borrowed money
that is used to invest in other financial instruments. A margin account allows you to borrow money
from a broker for a fixed interest rate to purchase securities, options or futures contracts in the
anticipation of receiving substantially high returns. In short, you can use margin to create leverage.

Unit 2

2.1 Back Stop

A back stop is the act of providing last-resort support or security in a securities offering for the
unsubscribed portion of shares. A company tries to raise capital through an issuance, and to
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guarantee the amount received through the issue, it gets a back stop from an underwriter or major
shareholder to buy any of the unsubscribed shares.

2.2 Quantitative easing

Quantitative easing is an unconventional monetary policy in which a central
bank purchases government securities or other securities from the market in order to lower interest
rates and increase the money supply. Quantitative easing increases the money supply by flooding
financial institutions with capital in an effort to promote increased lending and liquidity. Quantitative
easing is considered when short-term interest rates are at or approaching zero, and does not involve
the printing of new banknotes.

The Drawbacks of Quantitative Easing

If central banks increase the money supply too quickly, it can cause inflation. This happens
when there is increased money but only a fixed amount of goods available for sale when the money
supply increases. A central bank is an independent organization responsible for monetary policy,
and is considered independent from the government. This means that while a central bank
can give additional funds to banks, they can’t force the banks to lend this money to individuals
and businesses. If this money does not end up in the hands of consumers, the lending to the banks
will not impact the money supply, and therefore will be ineffective at stimulating the economy.
Another potentially negative consequence is that quantitative easing generally causes a depreciation
in the value of the home country’s currency. Depending on the country, this can be a negative. It is
good for a country’s exports, but bad for imports, and can result in the country’s residents having
to pay more money for imported goods.

2.3 Tight Fiscal policy

This involves increasing the rate of taxation and / or cutting government spending. It is
sometimes known as deflationary fiscal policy. The purpose of tight fiscal policy is:
° reduce inflationary pressure by reducing the growth of aggregate demand (AD) in the
economy
° improve government finances by increasing tax revenue and reducing government spending.

Fiscal policy is likely to be tightened when the economy is growing quickly and in danger
of overheating (e.g. if economic growth is above the long run trend rate of growth). However, tight
fiscal policy may need to be implemented if government finances are poor and there are fears over
the size of government debt.

Side Effects of Tight Fiscal Policy: higher tax rates may create disincentives to work; lower
government spending may lead to under provision of public goods and public services; improvement
in government fiscal position may help reduce bond yields on government debt, which can have
beneficial effects for long term investment.

2.4 Fiscal consolidation

Fiscal consolidation is a reduction in the underlying fiscal deficit. It is not aimed at eliminating
fiscal debt.
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Unit 3

3.1 Deflation

Deflation is a contraction in the supply of circulated money within an economy, and therefore
the opposite of inflation. In times of deflation, the purchasing power of currency and wages are higher
than they otherwise would have been. This is distinct from but similar to price deflation, which
is a general decrease in the price level, though the two terms are often mistaken for each other
and used interchangeably.

Causes of deflation

By definition, monetary deflation can only be caused by a decrease in the supply of money
or financial instruments redeemable in money. In modern times, the money supply is most influenced
by central banks. Periods of deflation most commonly occur after long periods of artificial monetary
expansion.

There are two principle causes of price deflation. The first is a general increase in the demand
for cash savings by consumers and businesses. This could be because consumers are uncertain,
or because their time preferences for consumption have lengthened. The second cause is a general
increase in economic productivity, which raises the supply of goods and boosts the purchasing
power of incomes.

3.2 Intermediation

Intermediation involves the ‘matching’ of lenders with savings to borrowers who need money
by an agent or third party, such as a bank.

Disintermediation occurs when potential lenders and borrowers interact more directly in the
capital markets, avoiding the intermediation of banks.

3.3 Volatility

Volatility is a variable in option pricing formula showing the extent to which the return
on the underlying asset will fluctuate between now and the option’s expiration. Volatility, as expressed
as a percentage coefficient within option-pricing formulas, arises from daily trading activities.
How volatility is measured will affect the value of the coefficient used.

Unit 4

4.1 Loose monetary policy

A loose monetary policy is one that is enacted by a government wishing to stimulate growth in the
economy by allowing more money to enter into it. This is typically achieved either through issuing
more currency, buying up government bonds, or lowering interest rates to encourage borrowing.
In many cases, a loose monetary policy is used at a time of economic crises as a way to put money
back in the hands of consumers and get it flowing throughout the economy. Opponents of such
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a policy feel that this has the potential to devalue money, create debt, and is largely unnecessary
in a market economy.

4.2 Tight monetary policy

A tight monetary policy is a strategy that is usually invoked when there is concern about the rate
of growth in a given economy. Generally, the policy is invoked by the financial agency within
a particular nation when the economy appears to be growing at a pace that is considered to be
too fast. The idea behind the tight money policy is to slow down the rate of inflation that often
comes along with excessively rapid growth. This is accomplished by raising the short-term interest
rates that are available to consumers. This action has in times past shown an ability to aid in curbing
inflation, as it tends to inhibit lending somewhat and thus slow the economy by a small margin.

How to Distinguish Between Tight & Loose Monetary Policy

1. Study the basics of monetary policy. The central bank pays close attention to the health of the
economy as a whole and implements monetary policy to help increase the money supply during
a downturn and restrict the money supply during periods of excessive growth. Monetary policy
actions include those related to reserve requirements, discount rates and transactions involving
government securities.

2. Analyze the implications of tight monetary policy. Tight, or contractionary, monetary policy
seeks to slow economic growth to head off inflation. The Federal Reserve might increase reserve
requirements, the amount of money banks must hold to cover deposits, and increase the discount
rate, the rate charged to banks which borrow money to cover reserve requirements. Due to an increase
in the cost of borrowing money for banks, banks tend to hold money to avoid having to borrow.
Actions such as these will result in reduced money supply and restrictions on credit availability
for small businesses and consumers alike. Reduced credit and funds availability have an impact
on the ability of businesses to expand and hire additional workers.

3. Examine the implications of loose monetary policy. Loose, or expansionary, monetary policy
seeks to stimulate production and employment through an increase in the availability of money
and credit in the marketplace. Reducing the discount rate or reserve requirements provides banks
with an incentive to loan money and make credit available. With the implementation of loose
monetary policy, small businesses benefit from expanded credit opportunities, leading to increased
investment, production and employment options.

4. Make the distinction between periods of tight and loose monetary policy. Look at current
interest rates to determine if current monetary policy is tight or loose. Increasing interest rates on loans
and credit opportunities represent a period of tightening monetary policy, while decreasing interest
rates represent a period of loosening monetary policy. Small businesses looking to expand and invest
are better served by taking advantage of the lower interest rates which mark the implementation
of expansionary monetary policy.
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Unit 5

5.1 Inflation Targeting

Inflation targeting is a central banking policy that revolves around meeting preset, publicly displayed
targets for the annual rate of inflation. The benchmark used for inflation targeting is typically a price
index of a basket of consumer goods, such as the Consumer Price Index (CPI) in the United States.
Along with inflation target rates, an inflation targeting policy may also have established steps that
are to be taken depending on how much the actual inflation rate varies from the targeted level,
such as cutting lending rates or adding liquidity to the economy.

5.2 Inflation Expectations

A concept where the rate of inflation becomes “expected” versus the rate of demand
inflation (i.e. inflation based on economic factors). Expectation inflation acts as a secondary
force that reinforces, or builds upon primary inflation forces such as excess demand or cost
push. This secondary force has an effect on the actual rate of inflation, as the expectations of the
market influence the economic triggers that drive inflation. Theory dictates that because of this
secondary effect, the rate of inflation can never be held constant even in a stable economy.

5.3 Open Market Operations

Open market operations (OMO) refers to the buying and selling of government securities in the open
market in order to expand or contract the amount of money in the banking system. Purchases inject
money into the banking system and stimulate growth, while sales of securities do the opposite
and contract the economy. The Fed’s goal in using this technique is to adjust and manipulate
the federal funds rate, which is the rate at which banks borrow reserves from one another.

5.4 Reserve Requirements

Reserve requirements are requirements regarding the amount of cash a bank must hold in reserve
against deposits made by customers. This money must be in the bank’s vaults or at the closest Federal
Reserve bank. Reserve requirements are one of the three main tools of monetary policy — the other
two tools are open market operations and the discount rate.

5.5 Standing facilities

Standing facilities are monetary policy operations which are initiated by central banks’
counterparties (as opposed to open market operations, which are initiated by central banks).
The Eurosystem offers two overnight standing facilities: the marginal lending facility and the deposit
facility. The marginal lending facility allows counterparties to quickly cover short-term liquidity
requirements. The deposit facility allows counterparties to deposit funds with the Eurosystem.

The interest rate on the marginal lending facility (marginal lending rate) is normally substantially
higher and the rate on the deposit facility (deposit rate) substantially lower than the corresponding
money market rate. As a result, credit institutions normally only use the standing facilities in the
absence of other alternatives.
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The main purpose of the standing facilities is to restrict the volatility of short-term money
market interest rates. As there are no limits on access to these facilities, the marginal lending rate
and the deposit rate normally provide a ceiling and a floor, respectively, for the overnight interest
rate in the money market.

Unit 6

6.1 Fiscal sustainability

Fiscal sustainability or public finance sustainability, is the ability of a government to sustain
its current spending, tax and other policies in the long run without threatening government solvency
or defaulting on some of its liabilities or promised expenditures. There is no consensus among
economists on a precise operational definition for fiscal sustainability. Rather, different studies
use their own, often similar, definitions.

6.2 Debt Ratio

Debt ratio is a financial ratio that measures the extent of a company’s or consumer’s leverage.
The debt ratio is defined as the ratio of total — long-term and short-term — debt to total assets,
expressed as a decimal or percentage. It can be interpreted as the proportion of a company’s assets
that are financed by debt.

6.3 Fiscal Governance

Fiscal governance comprises all arrangements, procedures, rules and institutions that underlie
the conduct of budgetary policies of general government. The term fiscal governance can be used
interchangeably with fiscal framework.

National fiscal governance, or domestic fiscal frameworks, can be defined as those rules,
regulations and procedures that influence how budgetary policy is planned, approved, carried
out, monitored and evaluated.

Unit 7

7.1 Tax Rate

A tax rate is the percentage at which an individual or corporation is taxed. The tax rate
is the tax imposed by the federal government and some states based on an individual’s taxable
income or a corporation’s earnings. The United States uses a progressive tax rate system, where
the percentage of tax increases as taxable income increases.

7.2 Corporate Tax

A corporate tax is a levy placed on the profit of a firm to raise taxes. After operating
earnings are calculated by deducting expenses including the cost of goods sold (COGS)
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and depreciation from revenues, enacted tax rates are applied to generate a legal obligation
the business owes the government. Rules surrounding corporate taxation vary greatly around
the world and must be voted upon and approved by the government to be enacted.

7.3 Tax Base

Tax base is defined as the income or asset balance used to calculate a tax liability, and the
tax liability formula is tax base multiplied by tax rate. The rate of tax imposed varies depending
on the type of tax and the tax base total. Income tax, gift tax and estate tax are each calculated
using a different tax rate schedule.

7.4 Tax Credit

A tax credit is an amount of money a taxpayer is able to subtract from taxes owed to the
government. The value of a tax credit depends on the nature of the credit, and certain types
of tax credits are granted to individuals or businesses in specific locations, classifications or industries.
Unlike deductions and exemptions, which reduce the amount of taxable income, tax credits reduce
the actual amount of tax owed.

7.5 Tax exemption

Tax exemption refers to a monetary exemption which reduces taxable income. Tax exempt status
can provide complete relief from taxes, reduced rates, or tax on only a portion of items. Examples
include exemption of charitable organizations from property taxes and income taxes, veterans,
and certain cross-border or multi-jurisdictional scenarios.

Tax exemption generally refers to a statutory exception to a general rule rather than the mere
absence of taxation in particular circumstances, otherwise known as an exclusion. Tax exemption
also refers to removal from taxation of a particular item rather than a deduction.

7.6 Tax deduction

A tax deduction is a deduction that lowers a person’s tax liability by lowering his taxable income.
Deductions are typically expenses that the taxpayer incurs during the year that can be applied against
or subtracted from his gross income in order to figure out how much tax is owed. Tax deduction
is a reduction of income that is able to be taxed and is commonly a result of expenses, particularly
those incurred to produce additional income. The difference between deductions, exemptions
and credit is that deductions and exemptions both reduce taxable income, while credits reduce.

7.7 Tax holiday

A tax holiday is a temporary reduction or elimination of a tax. It is synonymous with
tax abatement, tax subsidy or tax reduction. Governments usually create tax holidays as incentives
for business investment. Tax holidays have been granted by governments at national, sub-national,
and local levels, and have included income, property, sales, VAT, and other taxes.. In developing
countries, governments sometimes reduce or eliminate corporate taxes for the purpose of attracting
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foreign direct investment or stimulating growth in selected industries. A tax holiday may be granted
to particular activities, for example, to develop a given area of business, or to particular taxpayers.

7.8 Direct tax

A direct tax is paid directly by an individual or organization to the imposing entity. A taxpayer
pays direct taxes to the government for different purposes, including real property tax, personal
property tax, income tax or taxes on assets. Direct taxes are based on the ability-to-pay principle.
This principle is an economic term that states that those who have more resources or earn higher
income should pay more taxes. Direct taxes cannot be passed onto a different person or entity;
the individual or organization upon which the tax is levied is responsible for the fulfillment of the
full tax payment. Direct taxes, especially in a tax bracket system, can become a disincentive to work
hard and earn more money, because the more money a person earns, the more taxes he pays.
A direct tax is the opposite of an indirect tax, where the tax is levied on one entity, such as a seller,
and paid by another, such as a sales tax paid by the buyer in a retail setting. Both taxes are equally
important to the revenue generated by a government and therefore, to the economy.

Unit 8

8.1 Recession

A recession is a significant decline in activity across the economy, lasting longer than a few
months. It is visible in industrial production, employment, real income and wholesale-retail
trade. The technical indicator of a recession is two consecutive quarters of negative economic
growth as measured by a country’s gross domestic product (GDP).

8.2 Catch Up Effect

A theory speculating that, since poorer economies tend to grow more rapidly than wealthier
economies, all economies in time will converge in terms of per capita income. In other words,
the poorer economies will literally “catch-up” to the more robust economies.

8.3 Patent boxes

The Patent Box allows a 10% tax rate on profits derived from any products that incorporate
patents. The net benefit for claiming companies is likely to be several percentage points of their
corporate earnings, given that the main rate of UK corporation tax is 20 per cent.

A patent box is a special tax regime for intellectual property revenues. It is also known
as intellectual property box regime, innovation box or IP box.

8.4 Tax distortions

Taxes generate distortions (are distortionary) when they cause violations of the conditions
for social efficiency (e.g. making the marginal rate of substitution deviate from the marginal rate
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of transformation.) The law of one price no longer holds because sellers and buyers face unequal
prices because of the difference between before- and after-tax prices. We say that prices are tax-
distorted when, because of the taxes, they do not reflect true costs and true benefits. We also say that
the resulting market allocation is distorted when it deviates from a socially efficient allocation.

The distortion problem is that people substitute away from (heavily) taxed goods and activities.
Income effects pose no efficiency problem. Also lump-sum taxes, which we know are compatible with
social efficiency, will have income effects. Indeed, the purpose of taxes is to generate income effects
by inducing people to cut back their use of resources to make them available for the public sector.

The social loss due to tax distortions is usually called a deadweight loss or an excess burden.
The excess burden has been defined as the amount that is lost in excess of what the government
collects. It can be measured in various ways.

Unit 9

9.1 Mortgage

A mortgage is a debt instrument, secured by the collateral of specified real estate property,
that the borrower is obliged to pay back with a predetermined set of payments. Mortgages are used
by individuals and businesses to make large real estate purchases without paying the entire value
of the purchase up front. Over a period of many years, the borrower repays the loan, plus interest,
until he/she eventually owns the property free and clear. Mortgages are also known as “liens
against property” or “claims on property.” If the borrower stops paying the mortgage, the bank
can foreclose.

Mortgages come in many forms. With a fixed-rate mortgage, the borrower pays the same
interest rate for the life of the loan. Her monthly principal and interest payment never change
from the first mortgage payment to the last. Most fixed-rate mortgages have a 15- or 30-year term.
If market interest rates rise, the borrower’s payment does not change. If market interest rates drop
significantly, the borrower may be able to secure that lower rate by refinancing the mortgage.
A fixed-rate mortgage is also called a “traditional” mortgage.

With an adjustable-rate mortgage (ARM), the interest rate is fixed for an initial term, but then
it fluctuates with market interest rates. The initial interest rate is often a below-market rate,
which can make a mortgage seem more affordable than it really is. If interest rates increase later,
the borrower may not be able to afford the higher monthly payments. Interest rates could also
decrease, making an ARM less expensive. In either case, the monthly payments are unpredictable
after the initial term.

Other less common types of mortgages, such as interest-only mortgages and payment-option
ARMs, are best used by sophisticated borrowers. Many homeowners got into financial trouble with
these types of mortgages during the housing bubble years.

When shopping for a mortgage, it is beneficial to use a mortgage calculator, as these tools
can give you an idea of the interest rates for the mortgage you’re considering. Mortgage calculators
can also help you calculate the total cost of interest over the life of the mortgage.
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9.2 Foreclosure

Foreclosure is the legal process by which a lender takes control of a property, evicts the homeowner
and sells the home after a homeowner is unable to make full principal and interest payments on his
or her mortgage, as stipulated in the mortgage contract.

The foreclosure process derives its legal basis from a mortgage or deed of trust contract, which
give the lender the right to use a property as collateral in case the buyer fails to uphold his or
her repayment obligation.

As soon a borrower fails to make a loan or mortgage payment on time, the loan becomes
delinquent. The foreclosure process begins when a borrower defaults, or misses a loan or mortgage
payment. At this point, a homeowner in default will be notified by the lender. Three to six months
after the homeowner misses a mortgage payment, assuming the mortgage is still delinquent, and the
homeowner has not made up the missed payments within a specified grace period, the lender will
begin to foreclose. The further behind the borrower falls, the more difficult it becomes to catch
up on payments because lenders add fees for payments that are late, often after 10 to 15 days.
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Samples

Abstract 1

Exchange Rate Exposure and Exchange Rate Risk Management:
the Case of Japanese Exporting Firms

Yokohama National University

In this paper, we estimate Japanese firms’ exchange rate exposure and investigate the impact
of exchange rate risk management on them. By using the results of the questionnaire survey sent to all
Tokyo Stock Exchange listed firms in 2009, we conduct empirical analysis to investigate whether each
risk management tool specifically affects their foreign exchange exposure. As a result, we confirm
the following characteristics: first, firms with larger dependency on foreign markets have larger
foreign exchange exposure. Second, the higher is the U.S. dollar invoicing share, the larger is the
foreign exchange exposure. Third, yen invoicing itself reduces the foreign exchange exposure. These
findings indicate that Japanese firms utilize operational and financial hedging strategies and price
revision policy depending on their choice of invoicing currency.

Abstract 2

Emerging Sites of HCI Innovation: Hackerspaces,
Hardware Startups & Incubators

Department of Informatics, University of California

In this paper, we discuss how a flourishing scene of do-it-yourself (DIY) makers is turning
visions of tangible and ubiquitous computing into products. Drawing on long-term multi-sited
research and active participation in DIY making, we provide insights into the social, material,
and economic processes that underlie this transition from prototypes to products. The contribution
of this paper is three-fold. First, we show how DIY maker practice is illustrative of a broader “return
to” and interest in physical materials. Second, we shed light on how hackerspaces and hardware
start-ups are experimenting with new models of manufacturing and entrepreneurship. We argue
that we have to take seriously these maker practices, not just as hobbyist or leisure practice. Finally,
we end with reflections on the role of human computer interaction (HCI) researchers and designers.
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Abstract 3

The renewable Energy-Growth Nexus with Carbon Emission
and Technological Innovation: Evidence from the Nordic countries

Ecological Indicators

Despite the fact that previous studies have extensively investigated the renewable energy- growth
nexus, those studies have not considered the role of technological innovation. This study examines
the relationship between renewable energy consumption, technological innovation, economic
growth by constructing vector autoregression (VAR) model. On the basis of a modified version of the
Granger non-causality test, the results show a unidirectional causality for Denmark and Finland
and a bidirectional causality for Sweden and Norway. The findings also indicate a unidirectional
causality running from technological innovation to renewable energy and from growth to renewable
energy for the four Nordic countries. The results could not confirm any causality from renewable
energy to growth. Three policy implications are offered: renewable energy improves environmental
well-being, the Nordic countries have very low energy intensities and high energy efficiencies,
and technological innovation plays an effective role in the renewable energy-growth nexus.

Abstract 4

The Effect of Renewable Energy Consumption on Economic Growth:
Evidence from Top 38 Countries

Applied Energy

This research aims to investigate the effects of renewable energy consumption on the economic
growth of major renewable energy consuming countries in the world. Using the Renewable Energy
Country Attractiveness Index developed by the Ernst & Young Global Limited, we choose 38
top renewable energy consuming countries to explain the growth process between 1991 and 2012.
With panel estimation techniques, our findings establish cross-sectional dependence and heterogeneity
across the countries. We confirm the evidence of long-run dynamics between economic growth,
and traditional and energy-related inputs. Findings from long-run output elasticities indicate
that renewable energy consumption has a significant positive impact on the economic output.
For robustness, we also carried out time-series analyses of long-run output elasticities. Our findings
suggest that governments, energy planners, international cooperation agencies and associated
bodies must act together in increasing renewable energy investment for low carbon growth in most
of these economies.
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Abstract 5

Sustainable Development and Entrepreneurship:
Past Contributions and Future Directions

Journal of Business Venturing

This article discusses the research concerned with sustainable development and entrepreneurship,
which is the focus of this special issue of the Journal of Business Venturing. Entreprencurship
has been recognized as a major conduit for sustainable products and processes, and new ventures
are being held up as a panacea for many social and environmental concerns. However, there remains
considerable uncertainty regarding the nature of entrepreneurship’s role and how it may unfold.
We begin with an overview of sustainable development and the role of entrepreneurship and outline
recent contributions exploring this role. We then summarize the papers presented in this special
issue and conclude with suggestions for further research.

Abstract 6

A Strategic Perspective on Human Resource Development

Advances in Developing Human Resources

This article reviews the literature on strategic human resource development. It proposes
a model of strategic Human Resource Development (HRD) which is multi-level and focuses on the
interactions between context, HRD processes, stakeholder satisfaction, and characteristics of the
HRD profession. The article discusses the implications of this model for both research and practice.

Abstract 7

Controlling Decision-Making Practice in Organizations.

Organization Science

How are decision practices fostered in organizations and how are they linked to decision
outcomes? This study addresses these questions by examining one financial institution’s efforts
to standardize and control decision making across geographically separated organizational units.
We argue that decision-maker behavior is not simply a function of individual choice. Rather,
in organizational settings decision-makers are subject to a hierarchy of influences that affect
the decision processes they use. To test our ideas, we examined 900 borrower “risk rating” decisions
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and found general support for our hypotheses. The findings indicate that organizations can change
microaspects of decision making, but these changes may be transitory. Moreover, the results suggest
that decision makers may become complacent when they rely on prescribed decision practices.

Abstract 8

The Management of Complex Tasks in Organizations:
Controlling the Systems Development Process

Organization Science

Control theory attempts to explain how one person or group in an organization can ensure
that another person or group works toward and attains a set of organizational goals. Prior empirical
work investigating control theory has shown that characteristics of the task and of the organizational
environment predict the use of various types of control. However, this paper argues that when
control theory is applied to a complex, nonroutine task such as the management of information
systems development, the theory of control is incomplete. In particular, it proposes that knowledge
of the task is a key determinant of type of control.

Four modes of control (behavior, outcome, clan, and self) are identified from the organizational
literature; each highlights different aspects of control in organizations. Building on prior empirical
work, this paper integrates the different theoretical perspectives and predicts the circumstances
under which each type of control will be implemented. Survey responses from 96 participants of 32
systems development efforts suggest that the extent to which behaviors are monitored interacts
with the project level of systems development; that outcome control is a function of the extent
to which behaviors are monitored. No relationship between clan control and the independent
variables was found.

Abstract 9

Strategic Decision-making Processes:
The Role of Management and Context

Strategic Management Journal

This paper investigates the relationship between the process of strategic decision-making
and contextual factors. First, drawing on a sample of strategic decisions, it analyzes the process
through which they are taken in seven dimensions. Second, these process dimensions are related to
(1) decision-specific characteristic; (2) top management characteristics, and (3) contextual factors
referring to external corporate environment and internal firm characteristics. Overall, the results
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support the view that strategic decision processes are shaped by a multiplicity of factors in all these
categories. But the most striking finding is that decision-specific characteristics appear to have
the most important influence on the strategic decision-making process. An interpretation of results
is attempted and policy implications are derived.



