ОБРАЗЦЫ ТЕКСТОВ ДЛЯ ЧТЕНИЯ И УСТНОГО РЕФЕРИРОВАНИЯ
Bond (finance)

	I
	
	INTRODUCTION


Bond (finance), interest-bearing certificate sold by corporations and governments to raise money for expansion or capital. An investor who purchases a bond is essentially loaning money to the bond's issuer in return for interest. The investor can hold the bond and collect interest payments or sell the bond to a third party.

	II
	
	HOW BONDS WORK


A bond's principal, or face value, represents the amount of the original loan that is to be repaid on the bond's maturity date. The interest that the issuer agrees to pay each year is known as the coupon, a term derived from the obsolete practice of attaching coupons that could be redeemed for interest payments to the bottom of the bond certificate. The interest rate, or coupon rate, multiplied by the principal of the bond provides the dollar amount of the coupon. For example, a bond with an 8 percent coupon rate and a principal of $1000 will pay annual interest of $80. In the United States the usual practice is for the issuer to pay the coupon in two semiannual installments.

	III
	
	KINDS OF BONDS


A number of different kinds of bonds offer variations on this basic formula. Some types of bonds provide alternative interest structures. A zero-coupon bond does not make periodic interest payments. The bondholder realizes interest by buying the bond substantially below its face value. A floating-rate bond has an interest rate that is changed periodically according to an established formula. There also may be provisions that allow either the issuer or the bondholder to alter a bond's maturity date. A callable bond entitles the issuer to pay off the principal prior to the stated maturity date. Similarly, the owner of a putable bond can force the issuer to pay off the principal before the maturity date. A convertible bond gives the bondholder the right to exchange the bond for shares of the issuer's common stock at a specified date.

	IV
	
	ISSUING BONDS


Bond issuers can sell bonds directly through an auction process or use investment banking services. The investment banker buys the bonds from the issuer and then sells them to the public.

Corporate bonds are issued by private utilities, transportation companies, industrial enterprises, or banks and finance companies. These corporate bonds can be divided into two additional categories: mortgage bonds, which are secured by the issuer's assets, and debentures, which are backed only by the issuer's credit. Most companies try to establish a financial structure based on a combination of stocks, representing distributed ownership, and bonds, representing debt obligations. A company that raises funds by issuing bonds is said to be leveraged. Because bondholders are paid at a set rate regardless of profits, this approach increases the potential for profit to stockholders but also increases the level of financial risk.

The U.S. government issues bonds through the Department of the Treasury. These bonds, known as government securities, are backed by the unlimited taxing power of the federal government. Federal agencies and government-sponsored enterprises also issue bonds of their own. Generally, all of these federal bonds are considered to be among the safest investments.

Municipal bonds are issued by state and local governments and other public entities, such as colleges and universities, hospitals, power authorities, resource recovery projects, toll roads, and gas and water utilities. Municipal bonds are often attractive to investors because the interest is exempt from federal income taxes and some local taxes. There are two types of municipal bonds: general obligation bonds and revenue bonds. Like a government security, a general obligation municipal bond is secured by the issuer's taxing power. Revenue bonds are used to finance a particular project or enterprise. Income generated by the project provides funds to pay interest to bondholders.

	V
	
	INVESTING IN BONDS


From an investor's perspective, stocks offer a higher potential return if profits rise, but bonds are generally a safer investment. Stock dividends are paid out of company profits, while bond interest payments are made even if the company is losing money. If a corporation goes bankrupt, bondholders must be paid before stockholders. Nonetheless, risks are associated with investing in bonds. Because most bonds offer a fixed rate of return, a bond with a low coupon rate will be less valuable if interest rates rise to the point that the investor's money could be more profitably invested elsewhere. If the inflation rate rises in relation to the coupon rate, the value of the investor's return will be reduced.

The value of bonds also will vary due to changes in the default risk, or credit rating, of bond issuers. If the issuer of the bond is unable to make timely principal and interest payments, the issuer is said to be in default. Bonds issued by the U.S. government and by most federally related institutions are considered free of default risk. For other issuers, the risk of default is gauged by credit ratings assigned by four nationally recognized rating companies: Moody's Investor's Service, Standard and Poor's Corporation, Duff & Phelps Credit Rating Company, and Fitch Investors Service. Bonds that these rating companies place in the highest categories are known as investment-grade bonds. Bonds that are not assigned an investment grade rating are called junk bonds. These bonds have a higher degree of credit risk but also offer a higher potential yield.

Contributed By:Frank J. Fabozzi

Profile: IMF and World Bank 

The IMF aims to preserve economic stability and to tackle - or ideally prevent - financial crises. Over time, its focus has switched to the developing world. 

The World Bank's predecessor - the International Bank for Reconstruction and Development - was set up to drive post-war recovery. Now, it is the world's leading development organisation, working for growth and poverty reduction. 

Owned by the governments of its 185 member states, the Bank channels loans and grants and advises low and middle-income countries. 

The IMF is funded by a charge - known as a "quota" - paid by member nations. The quota is based on a country's wealth and it determines voting power within the organisation; those making higher contributions have greater voting rights. 

The Fund acts as a lender of last resort, disbursing its foreign exchange reserves for short periods to any member in difficulties. 

Crisis response
The IMF and World Bank attempt to help countries or regions in economic turmoil. 

In October 2008 the IMF activated an emergency funding scheme for countries facing economic distress resulting from the global financial crisis. As of August 2010, it had committed around $200 billion in lending to a number of economies affected by the crisis. The biggest borrowers were Hungary, Romania and Ukraine. 

The eurozone crisis of 2010 also triggered extensive IMF intervention, including hefty bail-outs for countries such as Greece and Ireland. 

Past interventions by the IMF have included providing funds for countries caught up in the 1997 Asian financial crisis, and loans to help South American countries such as Argentina and Brazil stave off debt default crises. 

The IMF can also grant emergency loans following natural disasters; these have included the 2004 Asian tsunami. 

Developing countries
The IMF and World Bank set up the Poverty Reduction and Growth Facility in 1999. The scheme grants loans with conditions attached. 

A strategy paper - called a Letter of Intent - specifies the elements of a country's recovery plan. In return, loans are agreed as and when the targets laid down in the letter are met. 

The IMF may demand reforms to promote good governance and to tackle corruption. The Fund maintains that a good climate for business is essential for growth and poverty reduction. 

The World Bank funds specific infrastructure projects. One of its agencies, the International Development Association, focuses on the world's poorest nations. The Bank has pledged its support for UN-backed Millenium Development Goals to reduce key indicators of poverty by 2015. 

Debt relief
The Highly Indebted Poor Countries Initiative (HIPC), launched by the IMF and the World Bank in 1996, aims to reduce the debt owed by the world's poorest countries in return for economic reform. 

States are eligible if their debt is unsustainable and cannot be tackled by traditional methods. The reforms they have to undertake often include privatisations. 

By 2005 nearly 40 countries had started programmes under the HIPC. Debt relief kicks in when a country meets what is called the "decision point". The end of the process is known as the "completion point". 

By the end of 2010, 32 countries had reached their completion points and were receiving full debt relief from the IMF and other creditors under proposals drawn up in 2005 by the finance ministers of the G8 group. 

	FACTS


· Conceived: Bretton Woods, New Hampshire, USA in 1944 

· Headquarters: Washington DC 

· IMF-World Bank membership: 187 countries 

· World Bank staff: 10,000 

· IMF staff: 2,500 

IMF managing director: Christine Lagarde 

Christine Lagarde is the first woman to head the IMF in the 65 years of the organisation's history.

	


She trained as a lawyer and for over two decades worked for a Chicago-based international law firm, where she specialised in major labour and anti-trust cases. 

She served as French trade minister from 2005 to 2007, when she was made finance minister, becoming the first woman to hold such a post in any of the G8 major industrial countries. 

Ms Lagarde took over the helm of the IMF in July 2011 at a time when the organisation was facing some extremely tough challenges, with the eurozone in a state of deep crisis and fears looming that countries such as Greece could default on their loans. 

Never afraid of speaking her mind, she has blamed the 2008 worldwide financial crisis partly on the male-dominated, testosterone-fuelled culture at global banks. 

She is viewed with high regard in the international arena and in 2009 was named best finance minister in Europe by the Financial Times. 

She has pledged to improve diversity at the IMF and to push ahead with reforms to give emerging economies more influence in the organisation. 

However, with the eurozone crisis likely to absorb a considerable amount of her energies for some time to come, it will be a tough call to persuade emerging markets that their interests do not come second. 

Within weeks of her appointment, however, Ms Lagarde found herself in trouble at home. A French court is to investigate her over alleged abuse of authority during her term as finance minister in relation to President Nicolas Sarkozy's election campaign. 

World Bank president: Robert Zoellick

	


The US nominated Robert Zoellick to replace former US deputy defence secretary Paul Wolfowitz, who stepped down in June 2007 after becoming embroiled in a scandal over alleged favouritism. 

Mr Zoellick's previous experience of international finance included a spell as a senior executive at the Wall Street investment bank Goldman Sachs. 

He also served as US Trade Representative from 2001 to 2005, in which capacity he completed negotiations to bring China and Taiwan into the World Trade Organisation and also pushed for a Central American Free Trade Agreement. 

As Deputy Secretary of State under George W. Bush (2005-6), he was seen as a major architect of the US administration's policies regarding China. 

He also took a strong interest in the conflict in Sudan's Darfur region, and was involved in negotiating the May 2006 peace accord between the government of Sudan and the Sudan Liberation Movement. 

The Fund and the Bank serve as a rallying point for disparate causes - from environmentalists to anarchists - and meetings have occasionally been accompanied by violent street protests. 

Protesters and critics are largely united in their distaste for globalisation: broadly speaking, the integration of world economies. They cite the exploitation of the poor and the environment and argue that freer trade threatens the livelihoods of millions of people. 

	


The IMF has admitted that forcing developing countries to open their markets to foreign investors can increase the risk of financial crises. 

Its former managing director Horst Koehler said in 2002 that the benefits of globalisation had not been equally shared. But he added that "the objective should not be less globalisation but more and better globalisation." 

Campaigners also argue that loans and long-term agreements can lock countries into aid dependency. 

Representation
Developing countries - as well as some of Asia's rapidly-growing economies - have voiced dissatisfaction with what they say is their lack of influence in the IMF and World Bank. 

They have called for changes to the quota system in which votes in the IMF are weighted in line with member nations' financial contributions. 

Under this system, the US has 17% of the vote in the Fund, whereas India, with more than three times the population of the US, has less than one third. And because constitutional changes in the IMF require 85% of the vote, the US has a veto. 

The long-standing arrangement under which the IMF is usually led by a European, while the World Bank is led by an American, has also been called into question. 

IMF Managing Director Christine Lagarde has declared her intention to improve diversity within the organisation, and one of her first steps on taking office was to appoint Zhu Min - a former deputy governor of the People's Bank of China - to the newly created post of deputy managing director. 

Wages


The price paid for the use of labour is called wages. Differences in wages result from differences in characteristics of workers, (skills, training, education, experience and so on) and from differences in jobs (dangerous, difficult and so forth). Wages differ from one job to another because of the laws of supply and demand. Demand for labour depends on labour productivity. Labour supply depends on factors including wage rates, non-labour income and wealth. The theory that uses the tools of supply and demand to explain differences in wage rates is called the traditional theory of wage determination. When the level of labour supply is large in relation to demand for labour, wages are generally low. When the level of labour supply is low in relation to demand for labour, wages are generally high. In most cases, the higher the level of skills is, the higher the average wage rate will be. For example, semiskilled workers will receive more, on the whole, than unskilled workers. Skilled workers will receive more than semiskilled or unskilled workers. Professional workers will receive more than any of the others.


There are, however, some cases in which the traditional theory does not explain the variations in wage rates. Wage discrimination occurs when workers receive different pay that is inconsistent with their individual productivities. There are cases where some highly skilled workers, women and members of national minority are paid less than some others receive for the same work. At the same time some unproductive workers may receive high wages because of family ties or political influence.


At times wages are determined not by supply and demand but the influence of organized labour and the collective bargaining process. Unions traditionally have been organized around a particular industry, to bargain with management. As a rule, unions try to insure job security for their members. Economists say that it is very important to distinguish between nominal wages and real wages. Nominal wage is expressed in monetary units while real wage refers to the amount of goods and services that can be bought for a given nominal wage. The real wage is the nominal wage rate, or money, that can adjust over time to changes in the price level. An increase in the real wage leads to an in crease in consumption and labour supply.


It is also important to distinguish between such terms as "wages" and "earnings". The term "wages" is usually restricted to the remuneration received for a standard working week or any other unit of time chosen as a basis for paying wages, while the term "earnings" includes wages in this sense and, in addition, overtime pay, commissions and fringe benefits.


Wages play an important role in the economic life of a country because they represent, on the one hand, the main source of income for the majority of the working population, and, on the other hand, an important cost element for the business organizations.

Markets


In the ancient times a market was a place where people gathered to buy and sell goods. Today, however, the term "market" has a much broader sense. A market is a set of arrangements by which buyers and sellers are in contact to exchange goods and services. So, market is the institution through which buyers and sellers interact and engage in exchange.


The interactions between buyers and sellers in some markets may be simple. Street markets, fruit stalls and shops bring physically together buyers and sellers. Today suppliers and demanders interact through more complex markets. The Stock Exchange, for example, operates chiefly through intermediaries (stockbrokers) who transact business on behalf of their clients. Markets may be national and local in scope. Markets for many manufactured goods (automobile, electronics, grain, gold, oil, etc.) are international or global. There are also markets for the factors of production — land, labour, capital. In the labour market employees deal with employers exchanging labour for a certain wage.


All the markets determine prices that ensure that the quantity people wish to buy equals the quantity people wish to sell. Price and quantity cannot be considered separately. A market exists whenever and wherever one or more buyers and sellers can negotiate for goods and services and as a result participate in determining their prices. To see how the market works in practice we must concentrate on its features: demand, that is the behavior of buyers, and supply, that describes the behavior of sellers.


Economists classify markets according to conditions that prevail in them. They determine market structure, or the nature and degree of competition among firms operating in the same market. Market structure is defined by how many firms there are in the market, whether products are differentiated or are exactly the same, whether or not competing firms can enter and leave the market freely. Economists have names for these different market structures. They are Pure Competition, Monopolistic Competition, Monopoly and Oligopoly. Pure Competition is a market situation in which there are many independent and well-informed buyers and sellers of exactly the same economic products. Monopolistic Competition is a market in which many firms sell similar but not identical products. Thus, product differentiation separates Monopolistic Competition from Pure Competition.

Person Marketing


People are also marketed. Person marketing consists of activities undertaken to create, maintain, or change attitudes or behavior toward particular people. All kinds of people and organizations practise person marketing. Politicians market themselves to get votes and program support. Entertainers and sports figures use marketing to promote their careers and improve their incomes. Professionals such as doctors, lawyers, accountants, and architects market themselves in order to build reputations and increase business. Business leaders use person marketing as a strategic tool to develop their companies' fortunes as well as their own ones. Businesses, charities, sports teams, fine arts groups, religious groups, and other organizations also use person marketing. Creating, flaunting, or associating with well-known personalities often helps organizations to better achieve their goals.


Ronald Reagan's presidential administration was unequaled in its use of marketing to sell the president and his policies to the American people. Every move made by Reagan during his eight years as president was carefully managed to support the administration's positioning and marketing strategy. An army of specialists - marketing researchers, advertising experts, political advisers, speech writers, media planners, press secretaries, even make-up artists - worked tirelessly to define political market segments, identify key issues, and strongly position Reagan and his programs. The administration used extensive marketing research. It regularly polled voter segments to find out what was 'hot' and what was not.


The objective of person marketing is to create a 'celebrity' - a well-known person whose name generates attention, interest, and action. Celebrities differ in the scope of their visibility. Some are very well known, but only in limited geographic areas (a town mayor, a local businessperson, an area doctor) or specific segments (the president of the American Dental Association, a company vice-president, a jazz musician with a small group of fans). Still others have broad national or international visibility (major entertainers, sports superstars, world political and religious leaders). Celebrities also differ in their durability. The individual’s visibility begins at a low level, gradually builds to a peak as the person matures and becomes well-known then declines as the celebrity fades from the limelight.


The person-marketing process is similar to the one used by product and service marketers. Person marketers begin with careful market research and analysis to discover consumer needs and market segments. Next comes product development - assessing the persons' current qualities and image and transforming the person so as to better match market needs and expectations. Finally, the marketer develops programs to value, promote, and deliver the celebrity.

Sources of Funding in Business


One of the most common concerns of business managers is where to find backing finance for expansion and development. Businesses of all sizes can investigate many sources of funding.


First of all, it may be grants. Grants offer one source of partial funding for business development. They are given by authorities - local, regional, national, or international - to businesses for specific purposes such as research and development, business expansion and employment of new staff. Grant funding can be attractive for businesses needing finance for particular projects, or for purchasing capital equipment. Some areas may be promoting the development of certain types of business, whilst others encourage employment. Not all regions are in the same economic situation, so grants may vary. The time scale of availability can also change frequently as new schemes are introduced and old schemes discontinued. Grants do not have to be repaid and it makes them one of the most tempting sources of finance.


Another source of finance for a developing business is to find a 'Business Angel' - an individual investor who, in return for a proportion of shares or an element of control in the business, will provide capital. Such investors are often interested in getting involved in the day to day operation of a business. Many of them are prepared to bring knowledge and experience which can contribute to business development. What will a future investor be looking for? Evidently, he will be particularly interested in businesses able to demonstrate a potential for high growth and increased profits over a short period. It may also be ventures with a unique product or commercial advantage. A company should have a detailed business plan and clear cash flow forecasts.


Like finance from investors, venture capital is also a way for a growing business to obtain finance in return for a portion of equity or share capital. Venture capitalists are unlikely to invest anything less than $500,000. Raising millions is sometimes simpler than thousands. They also demand high returns on their investments - a compound return of 30% and above is not unusual. Businesses with good reputation are preferred in this case but venture capital can be attracted by high growth potential or a particularly promising start-up idea. Most venture capital firms will want to realize their profits within a relatively short time scale. Like investment from Business Angels, venture capital firms may bring valuable experience, contacts and advice. However, the company must decide if giving up some control in the business is balanced out by the investment.

Government and Business


To what extent should a government interfere in the economic system? There are two extremes in the spectrum. On the one hand a government can intervene minimally, allowing the forces of demand and supply and the price mechanism to determine what goods and services are to be produced. This is called a ‘laissez-faire’ (or leave it alone) policy. The argument runs that people will vote with their money for the sorts of things they want. If they want to read a particular newspaper, they will buy it, and the newspaper will stay in business. If they do not like the newspaper, they will not buy it, and the newspaper will go out of business. The same applies to television sets and motor cars, holidays in Spain and Chinese takeaways.


At the other end of the spectrum is the centrally planned economy in which the government makes all the major decisions such as what is going to be produced who is going to produce it, where it is going to be produced, and who is going to benefit from it when it is produced. Most governments operate somewhere between these two extremes. In capitalist countries governments tend to let the business world get on with the job of catering for the needs of the people. If they make profits, and we hope they do, we will tax these profits and use the proceeds to support the Welfare State (which offers free education, subsidized health care and pensions) and defend ourselves against external aggression. There is, however, general agreement that some economic activities should be controlled by the state, which explains our nationalized industries. In Britain governments tend to concentrate their interest on controlling inflation, minimizing unemployment and encouraging economic growth. It is often the case that a policy which would be good for us in the short run would be against our interests in the long run. The point might be made in connection with a government's policy towards energy. In the short run we might benefit from a rapid disposal of the North Sea oil and gas supplies, but what happens when these supplies run out? Should the government intervene in these circumstances, or allow the multinational oil companies to make the crucial decisions?

Another problem facing the government in modern Britain is dealing with regional development. Inevitably, at the present time, as Britain draws closer to Europe economically, the south-east of the country is prospering while the north goes into relative decline. Should the government let this happen or should it try to reverse the flow of people and jobs to the south-east. It is not an easy decision for a government to make because it seems wrong to let some parts of the country decline while others prosper.

Credit


Credit, in commerce and finance, is a term used to denote transfer involving the transfer of money or other property on promise of repayment, usually at a fixed future date. The transfer or thereby becomes a creditor, and the transferee, a debtor; hence credit and debt are simply terms describing the same operation viewed from opposite standpoints.


The principal classes of credit are as follows: (1) mercantile or commercial credit, which merchants extend to one another to finance production and distribution of goods;(2) investment credit, used by business firms to finance the acquisition of plant and equipment and represented by corporate bonds, long-term notes, and other proofs of indebtedness; (3) bank credit, consisting of the deposits, loans and discounts of depository institutions; (4) consumer or personal credit, which comprises advances made to individuals to enable them to meet expenses or to purchase, on a deferred-payment basis, goods or services for personal consumption; (5) real-estate credit, composed of loans secured by land and buildings; (6) public or government credit, represented by the bond issues of national, state, and municipal governments; and (7) international credit, which is extended to particular governments by other governments, by the nationals of foreign countries, or by international banking institutions, such as the International Bank for Reconstruction and Development.


The principal function of credit is to transfer property from those who own it to those who wish to use it, as in the granting of loans by banks to individuals who plan to initiate or expand a business venture. The transfer is temporary and is made for a price, known as interest, which varies with the risk involved and also with the demand for, and supply of, credit.


Credit transactions have been indispensable to the economic development of the modern world. Credit puts to use property that would otherwise lie idle, thus enabling a country to employ resources more fully. One of the most significant differences between some nations of Africa, Asia, South America and the advanced Western nations is extent to which the use of credits permits the latter to keep their savings continuously at work The presence of credit institutions rests on the readiness of people to trust one another and to enforce business contracts. The lack of adequate credit facilities makes it natural and necessary for inhabitants of developing countries to hoard their savings instead of putting them to productive and profitable use. Without credit, the tremendous investments required for the development of the large-scale enterprise on which the high living standards of the West are based would have been impossible.


The use of credit also makes feasible the performance of the complex operations involved in modern business without constant handling of money. Credit operations are carried out by means of documents known as credit instruments, which include bills of exchange, money orders, drafts, promissory notes and bonds. These instruments are usually negotiable; they may legally be transferred in the same way as money. When the party issuing the instrument desires to prevent its use by anyone other than the party to whom it is issued, he or she may do so by inscribing the words "not negotiable" on the instrument.

Unemployment


Unemployment concerns policymakers because it can cause people to lose their income and create social instability. Society also loses its potential output. In the Employment Act of 1946 a low unemployment rate became one of the important national goals. But unemployment is difficult to measure, its causes are numerous, and its impact is hand to measure.


Unemployment is measured in terms of only those people in the labor force who have no job but are actively looking for employment. If you are a civilian under 16 or you are not looking for work, then you are not in the labor force and you are not considered unemployed. This criterion eliminates children, mothers at home, and people in the armed forces. The number of the unemployed is determined through surveys of household across the country. To find the unemployment rate, the number of unemployed is divided by the number in the labor force.


Economists typically distinguish four kinds of unemployment: frictional (short-term unemployment between jobs), seasonal (unemployment that varies with the seasons), structural (caused by a mismatch of available labor with skill requirements or job locations), and cyclical (caused by deficient demand). For these reasons several million people are unemployed in the United Slates during any period of time. During the 1960s the Council of Economic Advisors thought that an unemployment rate of four percent showed the optimal balance between employment and price-level goals. In the 1970s and 1980s this figure was revised upward to 6 percent to reflect the increased importance of structural unemployment. Changes in the age-sex composition of the labor force, more liberal transfer payments, and so on, caused this revision.


The unemployment rate does not provide a complete view of the problems of joblessness. Some of the costs of unemployment are psychological and show up in ways other than low or zero income - alcoholism hypertension, suicide, divorce. Unemployment also strikes some groups - teenagers, minorities, the uneducated - harder than others. Finally those who get discouraged and quit looking for work are not counted as unemployed


Making the distinction between the labor force and the total population allows us to distinguish also between physical production possibilities, the maximum amount that could be produced if we put the entire population at work, and institutional production possibilities, which defines the annual output we could produce if we efficiently employed our entire labor force. The labor force is smaller than the entire population because of institutional limitations such as compulsory education or child labor laws.

The System of Promotion in Japan


Promotion by seniority is one of the main pillars in the system of management in Japan. This policy means, first of all, that the more important and responsible positions generally go to long-serving employees. For this reason, a young managing director is scarcely conceivable in Japan. It can take anything from 10 to 16 years for someone to reach even a middle-management post. Such a person is likely to be between 35 and 45 years old before reaching the level of department manager. Secondly, salary levels are geared to years of service rather than to the responsibility of the job. The longer a person has been with the company, the higher his salary and status will probably be. Therefore, if two employees have joined the company at the same time, then ten years later, they will earn similar even though their responsibilities in the company may be different.


Because of this policy regarding salaries and promotion, employees will usually take on any work within their capacity; they do not object to training for new duties within the company since their salaries and fringe benefits will not be greatly affected. For the same reason, they are unlikely to resist technical change. One more point is worth making. It is certain that an increasing number of young Japanese would like to be able to change their jobs without losing seniority, pay and other benefits. However, there is no great pressure to change to a system in which salaries would be strictly linked to ability and job responsibility.


Lastly, we turn to the consensus method of arriving at decisions in Japanese enterprises. Their term for this is ringi seido which can be translated as consultation system. The essence of the technique is that many employees at different levels participate in the process of making decisions. A second feature of the ringi system is that decisions involve first from lower level management. They are not handed down from the top as in Western companies. This method is sometimes called ‘bottom-up decision making’.


Here is an example how the system works. A junior executive in a trading company may draft a report recommending some course of action. This document is then passed to the deputy head of the department. He will annotate it, perhaps even revise it, and then stamp it with his personal seal (the equivalent of initialing). Before the report goes to higher management, all the relevant departments of middle management will examine it, and after discussions, make their own modifications. From this, it can be seen that acceptance of a course of action does not depend essentially on approval being given at a particular level in a company. The plan will be approved in a prescribed form, in sequence, at various executive levels.


The ringi system may take as long as six months if a major proposal has been made, and because of this, it has been criticized as being a slow and cumbersome method. Also, some say that the process makes it difficult to pin-point responsibility for mistakes. The Japanese argue, however, that a lot of seals give a sense of security to the parties concerned.

