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PART 1

DEVELOPED ECONOMIES

Unit 1

The National Economy of the United States of America

Information box

	Currency
	United States Dollar (USD)

	GDP
	$13.81 trillion (2007)

	GDP by sector
	agriculture (0.9%), industry (20.6%), services (78.5%)

	Inflation
	5.6%(June 2007 to June 2008)

	Population below poverty line
	12.5% (2007)

	Labour force
	154.5 million (includes unemployed) (May 2008)

	Labour force by occupation
	managerial and professional (35.5%), technical, sales and administrative support (24.8%), services (16.5%), manufacturing, mining, transportation, and crafts (24%), farming, forestry, and fishing (0.6%) (2007)

	Unemployment
	6.5% (October 2008)

	Main industries
	petroleum, steel, motor vehicles, aerospace, telecommunications, chemicals, electronics, food processing, consumer goods, lumber, mining, defence

	Exports
	$1.149 trillion (2007 est.)

	Export goods
	agricultural products (soybeans, fruit, corn) 9%, industrial supplies (organic chemicals) 27%, capital goods (transistors, aircraft, motor vehicle parts, computers, telecommunications equipment) 49%, consumer goods (automobiles, medicines) 15% (2003)

	Main export partners
	Canada 21%, Mexico 12%, China 6%, Japan 5%, United Kingdom 4%, Germany 4%

	Imports
	$1.985 trillion (2007 est.)

	Import goods
	agricultural products 5%, industrial supplies 33% (crude oil 8%), capital goods 30% (computers, telecommunications equipment, motor vehicle parts, office machines, electric power machinery), consumer goods 32% (automobiles, clothing, medicines, furniture, toys) (2003)

	Main import partners
	China 17%, Canada 16%, Mexico 11%, Japan 7%, Germany 5%


The National Economy of the USA
The economy of the United States is the largest national economy in the world. Its gross domestic product (GDP) was estimated as $13.8 trillion in 2007. The U.S. economy maintains a high level of output per person (GDP per capita, $46,000 in 2007, ranked at around number ten in the world). The U.S. economy has maintained a stable overall GDP growth rate, a low unemployment rate, and high levels of research and capital investment funded by both national and, because of decreasing saving rates, increasingly by foreign investors. In 2008, seventy-two percent of the economic activity in the U.S. came from consumers.

Major economic concerns in the U.S. include national debt, external debt, entitlement liabilities for retiring baby boomers who have already begun withdrawing from their Social Security accounts, corporate debt, mortgage debt, a low savings rate, falling house prices, a falling currency, and a large current account deficit. As of June 2008, the gross U.S. external debt was over $13 trillion, the most external debt of all countries in the world. The 2007 estimate of the United States public debt was 65% of GDP. As of October 1, 2008, the total U.S. federal debt exceeded $10 trillion. Including unfunded Medicaid, Social Security, Medicare, and similar promised obligations, the government liabilities rise to a total of $59.1 trillion, or $516,348 per household.

History

The economic history of the United States has its roots in European settlements in the 16th, 17th, and 18th centuries. The American colonies progressed from marginally successful colonial economies to a small, independent farming economy, which in 1776 became the United States of America. In 230 years the United States grew to a huge, integrated, industrialized economy that makes up over a quarter of the world economy. The main causes were a large unified market, a supportive political-legal system, vast areas of highly productive farmlands, vast natural resources (especially timber, coal and oil), and an entrepreneurial spirit and commitment to investing in material and human capital. The economy has maintained high wages, attracting immigrants by the millions from all over the world.

After The Great Depression

For many years following the Great Depression of the 1930s, recessions—periods of slow economic growth and high unemployment—were viewed as the greatest of economic threats. When the danger of recession appeared most serious, government sought to strengthen the economy by spending heavily itself or cutting taxes so that consumers would spend more, and by fostering rapid growth in the money supply, which also encouraged more spending. In the 1970s, economic woes brought on by the costs of the Vietnam conflict, major price increases, particularly for energy, created a strong fear of inflation. As a result, government leaders came to concentrate more on controlling inflation than on combating recession by limiting spending, resisting tax cuts, and reining in growth in the money supply.

Ideas about the best tools for stabilizing the economy changed substantially between the 1960s and the 1990s. In the 1960s, government had great faith in fiscal policy—manipulation of government revenues to influence the economy. Since spending and taxes are controlled by the president and the U.S. Congress, these elected officials played a leading role in directing the economy. A period of high inflation, high unemployment, and huge government deficits weakened confidence in fiscal policy as a tool for regulating the overall pace of economic activity. Instead, monetary policy assumed growing prominence.

Since the stagflation of the 1970s, the U.S. economy has been characterized by somewhat slower growth. The worst recession in recent decades, in terms of lost output, occurred in the 1973-75 period of oil shocks, when GDP fell by 3.1 percent, followed by the 1981-82 recession, when GDP dropped by 2.9 percent.

The U.S. economy maintains a relatively high GDP per capita, with the caveat that it may be elevated by borrowing, a low to moderate GDP growth rate, and a low unemployment rate, making it attractive to immigrants worldwide.

Overview of the US economy

A central feature of the U.S. economy is a reliance on private decision-making ("economic freedom") in economic decision-making. This is enhanced by relatively low levels of regulation, taxation, and government involvement, as well as a court system that generally protects property rights and enforces contracts.

The United States is rich in mineral resources and fertile farm soil, and it is fortunate to have a moderate climate. It also has extensive coastlines on both the Atlantic and Pacific Oceans, as well as on the Gulf of Mexico. Rivers flow from far within the continent, and the Great Lakes—five large, inland lakes along the U.S. border with Canada—provide additional shipping access. These extensive waterways have helped shape the country's economic growth over the years and helped bind America's 50 individual states together in a single economic unit.

The number of available workers and, more importantly, their productivity help determine the health of the U.S. economy. Throughout its history, the United States has experienced steady growth in the labour force, a phenomenon both cause and effect of almost constant economic expansion. After World War I, most workers were immigrants from Europe, their immediate descendants, or African Americans who were mostly slaves taken from Africa, or slave descendants. Beginning in the early 20th century, many Latin Americans immigrated; followed by large numbers of Asians following removal of nation-origin based immigration quotas. The promise of high wages brings many highly skilled workers from around the world to the United States.

Labour mobility has also been important to the capacity of the American economy to adapt to changing conditions. When immigrants flooded labour markets on the East Coast, many workers moved inland, often to farmland waiting to be tilled. Similarly, economic opportunities in industrial, northern cities attracted black Americans from southern farms in the first half of the 20th century.

While consumers and producers make most decisions that mould the economy, government has a powerful effect on the U.S. economy in at least four areas. Strong government regulation in the U.S. economy started in the early 1900s with the rise of the Progressive Movement; prior to this the government promoted economic growth through protective tariffs and subsidies to industry, built infrastructure, and established banking policies, including the gold standard, to encourage savings and investment in productive enterprises.

Government intervention

The U.S. federal government regulates private enterprise in numerous ways. Regulation falls into two general categories. Some efforts seek, either directly or indirectly, to control prices. Traditionally, the government has sought to prevent monopolies such as electric utilities from raising prices beyond the level that would ensure them extremely large profits. At times, the government has extended economic control to other kinds of industries as well. Another form of economic regulation, antitrust law, seeks to strengthen market forces so that direct regulation is unnecessary. The government—and, sometimes, private parties—have used antitrust law to prohibit practices or mergers that would unduly limit competition.

Bank regulation in the United States is highly fragmented compared to other G10 countries where most countries have only one bank regulator. In the U.S., banking is regulated at both the federal and state level. The U.S also has one of the most highly regulated banking environments in the world; however, many of the regulations are not safety and soundness related, but are instead focused on privacy, disclosure, fraud prevention, anti-money laundering, anti-terrorism, anti-usury lending, and promoting lending to lower-income segments.

Monetary policy

The federal government attempts to use both monetary policy (control of the money supply through mechanisms such as changes in interest rates) and fiscal policy (taxes and spending) to maintain low inflation, high economic growth, and low unemployment. A relatively independent central bank, known as the Federal Reserve, was formed in 1913 to provide a stable currency and monetary policy. The U.S. dollar has been regarded as one of the most stable currencies in the world and many nations back their own currency with U.S. dollar reserves. During the last few years, the U.S. dollar has gradually depreciated in value and its reserve currency status is no longer as high as previously.

Social regulations

Since the 1970s, government has also exercised control over private companies to achieve social goals, such as improving the public's health and safety or maintaining a healthy environment. American attitudes about regulation changed substantially during the final three decades of the 20th century. Beginning in the 1970s, policy makers grew increasingly concerned that economic regulation protected inefficient companies at the expense of consumers in industries such as airlines and trucking. At the same time, technological changes spawned new competitors in some industries, such as telecommunications, that once were considered natural monopolies. Both developments led to a succession of laws easing regulation.

 Direct services

Each level of government provides many direct services. The federal government, for example, is responsible for national defence, backs research that often leads to the development of new products, conducts space exploration, and runs numerous programs designed to help workers develop workplace skills and find jobs (including higher education). Government spending has a significant effect on local and regional economies—and even on the overall pace of economic activity. State governments, meanwhile, are responsible for the construction and maintenance of most highways. State, county, or city governments play the leading role in financing and operating public schools. Local governments are primarily responsible for police and fire protection. Overall, federal, state, and local spending accounted for almost 28% of gross domestic product in 1998.

 Direct assistance

Government also provides many kinds of help to businesses and individuals. It offers low-interest loans and technical assistance to small businesses, and it provides loans to help students attend college. Government-sponsored enterprises buy home mortgages from lenders and turn them into securities that can be bought and sold by investors, thereby encouraging home lending. Government also actively promotes exports and seeks to prevent foreign countries from maintaining trade barriers that restrict imports.

Manufacturing

USA is a leading manufacturing power in the world with a yearly industrial output 2,696,880 millions of US Dollars (data for January 2008). The US manufacturing is highly diversified and technologically advanced. Main industries are petroleum, steel, motor vehicles, aerospace, telecommunications, chemicals, electronics, food processing, consumer goods, lumber, mining.

Current account balance 2006

Gross U.S. liabilities to foreigners are $16.3 trillion as of the end of 2006 (over 100% of GDP). For countries like the United States, a large net external debt is created when the value of foreign assets (debt and equity) held by domestic residents is less than the value of domestic assets held by foreigners. In simple terms, as foreigners buy property in the US, this adds to the external debt. When this occurs in greater amounts than Americans buying property overseas, nations like the United States are said to be debtor nations, but this is not conventional debt like a loan obtained from a bank. However, foreigners also purchase U.S. debt instruments, such as government bonds, which are forms of conventional debt.

If the external debt represents foreign ownership of domestic assets, the result is that rental income, stock dividends, capital gains and other investment income is received by foreign investors, rather than by US residents. On the other hand, when US debt is held by overseas investors, they receive interest and principal repayments. As the trade imbalance puts extra dollars in hands outside of the US, these dollars may be used to invest in new assets (foreign direct investment, such as new plants) or be used to buy existing US assets such as stocks, real estate and bonds. With a mounting trade deficit, the income from these assets increasingly transfers overseas.

 Trade agreements

The U.S. is a member of several international trade organizations. The purpose of joining these organizations is to come to agreement with other nations on trade issues, although there is some disagreement among U.S. citizens as to whether or not the U.S. government should be making these trade agreements in the first place.

The United States is the most significant nation in the world when it comes to international trade. For decades, it has led the world in imports while simultaneously remaining as one of the top three exporters of the world.

As the major epicentre of world trade, the United States enjoys leverage that many other nations do not. For one, since it is the world's leading consumer, it is the number one customer of companies all around the world. Many businesses compete for a share of the United States market. In addition, the United States occasionally uses its economic leverage to impose economic sanctions in different regions of the world. USA is the top export market for almost 60 trading nations worldwide.

Since it is the world's leading importer, there are many U.S. dollars in circulation all around the planet. The stable U.S. economy and fairly sound monetary policy has led to faith in the U.S. dollar as the world's most stable currency.

In order to fund the national debt (also known as public debt), the United States relies on selling U.S. treasury bonds to people both inside and outside the country, and in recent times the latter have become increasingly important. Much of the money generated for the treasury bonds came from U.S. dollars which were used to purchase imports in the United States.

 Poverty

There is significant disagreement about poverty in the United States, particularly over how poverty ought to be defined. Using radically different definitions, two major groups of advocates have claimed variously that (a) the United States has eliminated poverty 124 over the last century; or (b) it has such a severe poverty crisis that it ought to devote significantly more resources to the problem. The debate includes how poverty should be defined.

Measures of poverty can be either absolute or relative. Absolute poverty is defined in real dollar values, whereas relative poverty is a comparison of the highest to the lowest standard of living at a particular time period.

The United Nations Development Programme Report 2006 on income equality ranks the United States as tied for 73rd out of 126 countries.

Unemployment

January 2008 the unemployment rate for adult men were 4.4%, adult women 4.2%, and 18% for teenagers.


Economic predictions and forecasting

Predictions about the direction of the United States economy in the short term and long term are crucial factors in determining federal government policies, business decisions, and Federal Reserve decisions. Several institutions make economic predictions, including: Global Insight, and the UCLA Anderson Forecast. Various state agencies, including the California Department of Finance, also make predictions.

Practice

Exercise 1. Answer the following questions
1. What are major economic concerns in the USA?

2. Give a short overview of the economic history of the USA.

3. What is a central feature of the US economy?

4. What natural resources is the USA rich in?

5. How does the US government regulate private enterprise?

6. What kind of assistance is provided to businesses and individuals by the US government?

7. Describe two points of view concerning poverty in the USA that exist nowadays.

Exercise 2. Fill in the gaps in the sentences with the words from the box
	 productivity      fiscal    services    maintains    regulation   share    makes up    decision-making       recessions    external


1. The U.S. economy ..... a high level of output per person (GDP per capita, $46,000 in 2007, ranked at around number ten in the world).

2. In 230 years the United States grew to a huge, integrated, industrialized economy that ..... ... over a quarter of the world economy.

3. For many years following the Great Depression of the 1930s, ..... — periods of slow economic growth and high unemployment — were viewed as the greatest of economic threats.

4. In the 1960s, government had great faith in .... policy — manipulation of government revenues to influence the economy.

5. A central feature of the U.S. economy is a reliance on private ........ ("economic freedom").

6. The number of available workers and, more importantly, their ....... help determine the health of the U.S. economy.

7. Strong government ..... in the U.S. economy started in the early 1900s with the rise of the Progressive Movement.

8. Each level of government provides many direct ..... .

9. In simple terms, as foreigners buy property in the US, this adds to the ..... debt.

10. Many businesses compete for a ..... of the United States market.

Exercise 3. Match 1-10 to a-j to form sentences
1. The American colonies progressed from marginally successful colonial economies

2. In 230 years the United States grew to a huge, integrated, industrialized economy 

3. In the 1960s, government had great faith in fiscal policy – 

4. A central feature of the U.S. economy is a reliance 

5. The United States is rich

6. Throughout its history, the United States has experienced steady growth in the labour force, a phenomenon both

7.  Another form of economic regulation, antitrust law, seeks to strengthen market forces

8. State, county, or city governments play the leading role

9. The federal government attempts to use both

10. There is significant disagreement about poverty in the United States, 

a. on private decision-making ("economic freedom") in economic decision-making.

b. cause and effect of almost constant economic expansion.

c. that makes up over a quarter of the world economy.

d. particularly about how poverty ought to be defined.

e. so that direct regulation is unnecessary.

f. to a small, independent farming economy, which in 1776 became the United States of America.

g. in financing and operating public schools.

h. manipulation of government revenues to influence the economy.

i. in mineral resources and fertile farm soil, and it is fortunate to have a moderate climate.

j. monetary policy and fiscal policy to maintain low inflation, high economic growth, and low unemployment.

Exercise 4. Match the words (1-10) to their definitions (a-j)
	1. output
	a. a legal arrangement by which you borrow money from a bank or similar organization in order to buy a house, and pay back the money over a period of years

	2. liabilities
	b. official documents promising that a government or a company will pay back money that it has borrowed, often with interest

	3. to withdraw (money)
	c. the things that a company owns that can be sold to pay debts

	4. entrepreneur
	d. someone who starts a company, arranges business deals and take risks in order to make a profit

	5. bonds
	e. the amount of debt that must be paid

	6. leverage
	f. the amount of goods or work produced by a person, machinery, factory, etc.

	7. assets
	g. a method of illegally getting money from someone, often by using clever and complicated methods

	8. loan
	h. to take money out of a bank account

	9. mortgage
	i. influence that you can use to make people do what you want

	10. fraud
	j. an amount of money that you can borrow from a bank


Exercise 5. Choose some world-famous American company (e.g. Coca Cola, Microsoft, etc.) and make a report on the history of its success.

Unit 2

The National Economy of the United Kingdom of Great Britain and              Northern Ireland

Information box
	Currency
	British Pound (GBP)

	GDP
	$2.772 trillion (2007 est.)

	GDP growth
	-0.5% (2008)

	GDP by sector
	agriculture (1%), industry (26%), services (73%)

	Inflation
	4.4% (2008 est.)

	Population below poverty line
	14% (2006 est.)

	Labour force
	31 million (includes unemployed) (2007 est.)

	Labour force by occupation
	Services (81%), industry (18%) and agriculture (1%) (2007)

	Unemployment
	5.4% (2007)

	Main industries
	machine tools, industrial equipment, scientific equipment, shipbuilding, aircraft, motor vehicles and parts, electronic machinery, computers, processed metals, chemical products, coal mining, oil production, paper, food processing, textiles, clothing and other consumer goods.

	Exports
	$470 billion (2007 est.)

	Main export partners
	USA 15%, Germany 11%, France 10%, Ireland 7%, Netherlands 6%, Belgium 6%, Spain 5%, Italy 4% (2007)

	Imports
	$600 billion (2007 est.)

	Main import partners
	Germany 14%, USA 9%, France 8%, Netherlands 7%, Belgium 6%, Italy 5%, The People's Republic of China 4%, Ireland 4%


The National Economy of the UK
The United Kingdom has a mixed economy, which has been ranked fifth largest in the world in terms of market exchange rates and the sixth largest by purchasing power parity (PPP). It is considered the second largest economy in Europe after Germany's. Its GDP per capita in 2007 is the 22nd highest in the world.

The United Kingdom is one of the world's most globalised countries. The capital, London, is the major financial centre of the world, in front of New York City, Hong Kong and Singapore according to a report compiled by the City of London.

The British economy is made up (in descending order of size) of the economies of England, Scotland, Wales and Northern Ireland. The UK became a member state of the European Community, in 1973, and ratified the Maastricht Treaty making it a European Union state, at the inception of the EU in 1993.

In the 1980s, under the Government of Margaret Thatcher, most state-owned enterprises in the industrial and service sectors, which since the 1940s had been nationalised, were privatised. The British Government now owns very few industries or businesses.

Following the end of World War II, despite a largely prosperous period in the 1950s and 1960s, the British economy recorded weaker growth than other European nations and by the 1970s was referred to as the "sick man of Europe". However, the 1980s saw a new economic boom and in recent years Britain has seen the longest period of sustained economic growth for more than 150 years, having grown in every quarter since 1992. It is one of the strongest EU economies in terms of inflation, interest rates and unemployment, all of which remain relatively low. The United Kingdom, according to the International Monetary Fund, in 2007 had the ninth highest level of GDP per capita in the European Union in terms of purchasing power parity, after Luxembourg, Ireland, the Netherlands, Austria, Denmark, Sweden, Belgium and Finland. However, in common with the economies of other English-speaking countries, it has higher levels of income inequality than many European countries.

During August 2008 the IMF has warned that the UK economic outlook has worsened due to a twin shock: financial turmoil as well as rising commodity prices. Both developments harm the UK more than most developed countries, as the UK obtains revenue from exporting financial services while recording deficits in finished goods and commodities, including food.

The UK has the world's third largest current account deficit, despite significant oil revenues. This is mainly the result of a large deficit in the trade in manufacture goods. During May 2008, the IMF advised the UK government to broaden the scope of fiscal policy to promote external balance.

Although the UK's "labour productivity per person employed" has been progressing well over the last two decades and has overtaken productivity in the united Germany, it lags around 20% behind France's level, where workers have a 35-hour working week. The UK's "labour productivity per hour worked" is currently on a par with the average for the "old" EU (15 countries).

Recent economic growth

The most recent official figure for annual UK GDP growth is 3.1% (2007 compared to 2006). According to official Treasury estimates, British GDP grew by 2.75% in 2006 and is expected to grow by 3% in 2007. Growth was expected to slow slightly in 2008 to between 2% and 2.5%. The forecast for 2009 and 2010 is for the economy to return to trend growth of between 2.5% and 3%. In October 2007, the IMF forecast British GDP to grow by 3.1% in 2007 and 2.3% in 2008. However, GDP growth slowed to zero in quarter 2 of 2008. As of September 2008, the OECD forecasts that the UK economy faces contraction for at least two quarters, possibly severe, placing its predicted performance last in the G7 of leading economies. It has also been argued recently that heavy government borrowing over the past cycle has led to a severe structural deficit, reminiscent of previous crises, which will inevitably exacerbate the situation and place the UK economy in an unfavourable position compared to its OECD partners as attempts are made to stimulate recovery, other OECD nations having allowed greater room for manoeuvre thanks to contrasting policies of relatively tighter fiscal control prior to the global downturn.

 Industries

Agriculture is intensive, highly mechanised, and efficient by European standards, producing about 60% of food needs with less than 2% of the labour force. It contributes around 2% of GDP. Agriculture is subsidised by the European Union's Common Agricultural Policy. The UK retains a significant, although vastly reduced, fishing industry. Its fleets bring home fish ranging from sole to herring. Kingston upon Hull, Grimsby, Fleetwood, Great Yarmouth, Peterhead, Lowestoft are among the coastal towns that have fishing industries.

Manufacturing

In 2003, manufacturing industry accounted for 16% of national output in the UK and for 13% of employment, according to the Office for National Statistics. This is a continuation of the steady decline in the importance of this sector to the British economy since the 1960s, although the sector is still important for overseas trade, accounting for 83% of exports in 2003. The regions with the highest proportion of employees in manufacturing were the East Midlands and West Midlands (at 19 and 18% respectively). London had the lowest at 6%.

Although the manufacturing sector's share of both employment and the UK's GDP has steadily fallen since the 1960s, data from the OECD shows that manufacturing output in terms of both production and value has steadily increased since 1945. This is a trend common in many mature Western economies. Heavy industry, employing many thousands of people and producing large volumes of low-value goods (such as steelmaking) has either become highly efficient (producing the same amount of output from fewer manufacturing sites employing fewer people- for example, productivity in the UK's steel industry increased by a factor of 8 between 1978 and 2006) or has been replaced by smaller industrial units producing high-value goods (such as the aerospace and electronics industries).

Engineering and allied industries comprise the single largest sector, contributing 30.8% of total Gross Value Added in manufacturing in 2003. Within this sector, transport equipment was the largest contributor, with 8 global car manufacturers being present in the UK – BMW (MINI, Rolls-Royce), Tata (Jaguar-Land Rover), General Motors (Vauxhall Motors), Honda, Nissan, Toyota and Volkswagen (Bentley) with a number of smaller, specialist manufacturers (including Lotus and Morgan) and commercial vehicle manufacturers (including Leyland Trucks, LDV, Alexander Dennis, JCB, the main global manufacturing plant for the Ford Transit, Manganese Bronze and Case-New Holland) also being present. The British motor industry also comprises numerous components for the sector, such as Ford's diesel engine plant in Dagenham, which produces half of Ford's diesel engines globally.

A range of companies like Brush Traction and Hunslet manufacture railway locomotives and other related components. Associated with this sector are the aerospace and defence equipment industries. Another important component of engineering and allied industries is electronics, audio and optical equipment, with the UK having a broad base of domestic firms, alongside a number of foreign firms manufacturing a wide range of TV, radio and communications products, scientific and optical instruments, electrical machinery and office machinery and computers.

Chemicals and chemical-based products are another important contributor to the UK's manufacturing base. Within this sector, the pharmaceutical industry is particularly successful, with the world's second and third largest pharmaceutical firms (GlaxoSmithKline and AstraZeneca respectively) being based in the UK and having major research and development and manufacturing facilities there. Other important sectors of the manufacturing industry include food, drink, tobacco, paper, printing, publishing and textiles. 

Manufacturing is an important sector of the modern British economy and there is a considerable amount of published research on the subject of the factors affecting its growth and performance. Of late, such things as increases in taxation and regulation have tended to diminish the favourableness of the political-legal environment for UK industry. Within manufacturing, British firms and industries have often lagged behind their overseas competitors in terms of productivity and various other key performance measures. However, Britain – the birthplace of the Industrial Revolution – continues to be one of the most attractive countries in the world for direct foreign industrial investment.

Electricity, gas and water supply

This sector added gross value of £17,103 million to the UK economy in 2004. Great Britain is expected to launch the building of new nuclear reactors to replace existing generators and to boost UK's energy reserves.

Service industries

The service sector is the dominant sector of the UK economy, a feature normally associated with the economy of a developed country. This means that the Tertiary sector jobs outnumber the Secondary and Primary sector jobs.

The City of London, one of the world's major financial centres

London is the world's largest financial centre, with financial services based around two districts: 'The City' (the City of London) and the Docklands (particularly around Canary Wharf). The City houses the London Stock Exchange (shares and bonds), London Metal Exchange (Base Metal and Plastic futures), Lloyds of London (insurance), and the Bank of England. The Docklands began development in the 1980s and is now home to the Financial Services Authority, as well as several important financial institutions (such as Barclays Bank, Citigroup and HSBC). There are now over 500 banks with offices in the City and Docklands, with the majority of business in London being conducted on an international basis, with established leads in areas such as Eurobonds, Foreign exchange markets, energy futures and global insurance. The Alternative Investments Market has acted a growth market over the past decade, allowing London to also expand as an international equity centre for smaller firms.

The United Kingdom had £21bn of financial exports in 2005, contributing significantly towards the Balance of Payments. The UK has had an expanding export business in financial service, which has been influenced by a mixture of unique institutions, light regulation, and a highly skilled workforce.

Several of the major English cities have large financial sectors & related services, notably the Leeds city region which is home to several large banks & building societies. Manchester also has a large financial sector, including the Co-Operative Financial Services, who run the most successful ethical fund in the UK and are the only major unit managers outside of London & Edinburgh. Manchester also has the largest professional services sector outside the South East, particularly legal activities.

The UK property market has been booming for the past seven years and in some areas property has trebled in value over that period. The increase in property prices has a number of causes — sustained economic growth, an expansion in household numbers (including high immigration into certain regions), low interest rates, the growth in property investment, and restriction in the supply of new housing (through planning restrictions).

Currency

Until relatively recently there was debate over whether or not the UK should abolish its currency Pound Sterling and join the Euro zone. The British Prime Minister, Gordon Brown, pledged at the time to hold a public referendum based on certain tests he set as Chancellor of the Exchequer.

When assessing the tests, Gordon Brown concluded that while the decision was close, the United Kingdom should not yet join the Euro. In particular, he cited fluctuations in house prices as a barrier to immediate entry. Public opinion polls have shown that a majority of Britons have been opposed to joining the single currency for some considerable time and this position has now hardened further. The main opposition party, the Conservative party, are opposed to membership.

Regional variation

The strength of the UK economy varies from region to region. Two of the richest 10 areas in the European Union are in the United Kingdom. Inner London is number 1 with a GDP per capita of €65 138, and Berkshire, Buckinghamshire and Oxfordshire is number 7 with a GDP per capita of €37 379. 

Taxation and borrowing

Taxation in the United Kingdom may involve payments to at least two different levels of government: local government and central government (HM Revenue & Customs). Local government is financed by grants from central government funds, business rates, council tax and increasingly from fees and charges such as those from on-street parking. Central government revenues are mainly income tax, national insurance contributions, value added tax, corporation tax and fuel duty.

Poverty

In 2002 the percentage of population below the 'Poverty Line' (Household income below 60 per cent of median income) stood at 17%. This has fallen steadily over recent years to a low of 14% in 2006. 

Average total income of British people claiming Indian descent is higher than that of any other ethnic group in the UK at £30,211 (roughly $60,000, as of 9/08) per annum as opposed to a fairly contemporary national average of $35,100 (2007 est.). One of the several possible theories for these relatively high comparative earnings among British Indians is that one in 20 Hindu British Indian men in the UK are doctors compared to 1 in 200 of 'indigenous' – i.e.: non-Hindu and non-Indian, presumably though by no-means necessarily 'white British'. According to some demographic studies based on race and/or religion, Hindus (along with Jews and Buddhists) are more likely to be found in traditional 'professions' (managerial or professional occupations), though Jews are the most likely to be self-employed. Naturally, though, it is always important to bear in mind that the anecdotal conclusions to which these types of surveys lend themselves are often quite misleading.

Notable British Indians or Indian nationals resident in Britain include putatively the "UK's richest man", Lakshmi Mittal, whose inclusion alone massages the percentage figure for wealth generation according to race or national origin significantly, and might distort any meaningful comparison of earning distribution studies based on potential race/religion/immigration deviations as a consequence - to the point where such interpretations become questionable. Figures do indicate, though, that the unemployment rate for British Indian men (at 7 per cent) is almost identical to the figure for the indigenous population, though studies show that the white (indigenous) British population, in general, have a much lower unemployment rate than non-white and/or immigrant ethnic groups for a wide variety of reasons.

Statistically, British males of Pakistani descent are the least economically affluent with the male unemployment rate running at between 16 and 20%. One in seven British males of Pakistani descent in employment was a taxi driver, cab driver or chauffeur, compared with 1 in 100 white British men, according to one such study, and over a quarter of Bangladeshi men were chefs, cooks or waiters compared with 1 in 100 white British men, the same report claims. 

Practice

Exercise 1. Answer the questions to the text
1. Is the United Kingdom a globalised country?

2. Give a brief outline of the UK economic history.

3. What is the OECD’s forecast given to the British economy in September, 2008?

4. What economic trend, typical of the UK economy (manufacturing sector, in particular), is also common for many mature Western economies?

5. Why is London considered to be the world’s largest financial centre?

6. What is the national currency of the UK?

7. What differences in employment trends can be found between the UK residents of different nationalities?

Exercise 2. Find the nouns (a-j) which are used in the text with the verbs (1-10)
	1. to ratify
	2. the competitors

	3. to obtain
	4. business

	5. to face
	6. a treaty

	7. to exacerbate
	8. the situation

	9. to lag behind
	10. prices

	11. to boost
	12. GDP growth

	13. to join
	14. reserves

	15. to conduct
	16. revenue

	17. to estimate
	18. the Euro zone

	19. to rise
	20. contraction


Exercise 3. Complete the sentences with the correct form of the verbs given in the box below
	to rank    to privatise    to worsen    to broaden    to account for    to contribute    to lag behind    to boom    to abolish    to involve


1. The United Kingdom has a mixed economy, which ....... fifth largest in the world in terms of market exchange rates and the sixth largest by purchasing power parity (PPP).

2. In the 1980s, under the Government of Margaret Thatcher, most state-owned enterprises in the industrial and service sectors, which since the 1940s had been nationalised, ........... .

3. During August 2008 the IMF has warned that the UK economic outlook ........ due to a twin shock: financial turmoil as well as rising commodity prices.

4. During May 2008, the IMF advised the UK government ..... the scope of fiscal policy to promote external balance.

5. In 2003, manufacturing industry ...... 16% of national output in the UK and for 13% of employment, according to the Office for National Statistics.

6. Engineering and allied industries comprise the single largest sector, ..... 30.8% of total Gross Value Added in manufacturing in 2003.

7. Within manufacturing, British firms and industries have often ..... their overseas competitors in terms of productivity and various other key performance measures.

8. The UK property market ...... for the past seven years and in some areas property has trebled in value over that period.

9. Until relatively recently there was debate over whether or not the UK should .....  its currency Pound Sterling and join the Euro zone.

10. Taxation in the United Kingdom may .... payments to at least two different levels of government: local government and central government.

Exercise 4. Match the following words (1-10) to their definitions (a-j)
	1. inception
	a. to move or develop more slowly than others

	2. boom
	b. fully grown and developed

	3. turmoil
	c. an attempt to find out what the public think about something, especially about the political subject, done by questioning a large number of people

	4. to lag behind
	d. to become three times as big in amount, size, or number, or to make something increase in that way

	5. contraction
	e. the start of an organization or an institution (formal)

	6. to exacerbate
	f. to become larger in size, number, or amount, or to make something become larger

	7. mature
	g. a state of confusion, excitement and trouble

	8. to treble
	h. the process of becoming smaller or narrower

	9. to expand
	i. a rapid increase of economic activity

	10. poll
	j. to make a bad situation worse


Exercise 5. Work with a dictionary and find out what the following abbreviations stand for.

· OECD
· GDP per capita
· EEC
· PPP
· IMF
· WTO
Unit 3 

The National Economy of Germany
Information box
	Currency
	Euro (EUR)

	 GDP
	$2.585 trillion (2006 est.)

	 GDP growth
	2.7% (2006)

	GDP by sector
	agriculture (0.9%), industry (29.1%), services (70%) (2006)

	 Inflation
	1.7% (2006)

	 Population below poverty line
	11% (2001)

	 Labour force
	43.66 million (2006 est.)

	 Labour force by occupation
	services (63.8%), industry (33.4%), agriculture (2.8%) (2006)

	Unemployment
	7.3%

	 Main industries
	iron, steel, coal, cement, chemicals, machinery, vehicles, machine tools, electronics, food and beverages, shipbuilding, textiles

	Export goods
	machinery, vehicles, chemicals, metals and manufactures, foodstuffs, textiles

	Main export partners
	France 10.6%, U.S. 9.3%, UK 8.4%, Italy 7.4%, Netherlands 6.2%, Austria 5.3%, Belgium 5.1%, Spain 4.9%, Switzerland 4% (2003)

	 Import goods
	machinery, vehicles, chemicals, foodstuffs, textiles, metals

	Main import partners
	France 9.2%, Netherlands 8.4%, United States 7.3%, Italy 6.3%, UK 6%, Belgium 4.9%, the People's Republic of China 4.7%, Austria 4% (2003)


The National Economy of Germany
Germany is one of the world's most experienced market economies. It is the world's third largest economy in USD exchange-rate terms, the fifth largest by purchasing power parity (PPP), and the largest economy in Europe.

The German economy is heavily export-oriented, with exports accounting for more than one-third of national output. As a result, exports traditionally have been a key element in German macroeconomic expansion. Germany is a strong advocate of closer European economic and political integration, and its economic and commercial policies are increasingly determined by agreements among European Union (EU) members and EU single market legislation. Germany uses the common European currency, the euro, and its monetary policy is set by the European Central Bank in Frankfurt, Germany.

Most foreign and German experts agree that there are/were domestic structural problems to be addressed. Beginning in 2003, the government gradually deregulated the labour market to tackle formerly high unemployment. As a result employment levels are on the upswing and the unemployment rate fell to 6.1% in Western Germany (September 2008). The situation in post-communist Eastern Germany remains problematic at 12.2%. The overall unemployment rate was 7.4%. Further issues, which are being addressed by governmental policies, are high non-wage labour costs and bureaucratic regulations that burden businesses and the process of starting new businesses.

Nevertheless, the export oriented economy is doing extremely well. Export growth in 2007 is estimated to be 9%, underscoring Germany's role as the world's biggest exporter. GDP growth in 2006 was 2.7% and is forecast to retain its strength in the following years.

A problem can be seen in the weak domestic market, most likely stemming from stagnating wages over more than a decade. Germany finances its reunification to a large extent by social insurance contributions, forcing up non-wage labour costs. To conserve the competitiveness of German workers, unions have abandoned high wage demands since the mid-1990s. According to the Federal Statistical Office of Germany, the average net income after deduction of consumer price rises declined by 2% between 1991 and 2005). However, in 2007 collective bargaining sessions, unions' wage demands were strongly up compared with averages of the last decade.

Primary sectors
In 2004 agriculture, forestry, and mining accounted for only 1.1% of Germany’s gross domestic product (GDP) and employed only 2.2% of the population, down from 4% in 1991. Much of the reduction in employment occurred in the eastern states, where the number of agricultural workers declined by as much as 75% following reunification. However, agriculture is extremely productive, and Germany is able to cover 90% of its nutritional needs with domestic production. In fact, Germany is the third largest agricultural producer in the European Union (EU) after France and Italy. Germany’s principal agricultural products are potatoes, wheat, barley, sugar beets, fruit, and cabbages. Despite Germany’s high level of industrialization, roughly one-third of its territory is covered by forest. The forestry industry provides for about two-thirds of domestic consumption of wood and wood products.

Mining and minerals
Coal is Germany’s most important energy resource, although government policy is to reduce subsidies for coal extraction. Coal production has declined since 1989 as a result of environmental policy and the closing of inefficient mines in the former East Germany. The two main grades of coal in Germany are “hard coal” and  brown coal. Despite its considerable reserves, environmental restrictions have led Germany to become a net importer of coal. Also as of January 2004, proven natural gas reserves were 10.8 trillion cubic feet (310 km3), the third largest in the EU. Nearly 90% of Germany’s natural gas production takes place in the state of Lower Saxony. In 2002 Germany imported 2.4 trillion cubic feet (68 km3) of natural gas, or 75% of its requirements. The most important source of natural gas imports is Russia, with a 40.8% share, followed by Norway at 31.5%, and the Netherlands at 22.3%.

 Energy
In 2002 Germany was the world’s fifth largest consumer of energy, behind the United States, China, India and Japan with two-thirds of its primary energy being imported. In the same year, Germany was Europe’s largest consumer of electricity; electricity consumption that year totalled 512.9 billion kilowatt-hours.

Government policy emphasizes conservation and the development of renewable energy sources, such as solar, wind, biomass, hydro, and geothermal. As a result of energy-saving measures, energy efficiency (the amount of energy required to produce a unit of gross domestic product) has been improving since the beginning of the 1970s. The government has set the goal of meeting half the country’s energy demands from renewable sources by 2050. In 2000 the government and the German nuclear power industry agreed to phase out all nuclear power plants by 2021. However, renewables currently play a more modest role in energy consumption. In 2002 energy consumption was met by the following sources: oil (40%), coal (23%), natural gas (22%), nuclear (11%), hydro (2%), and other renewables (2%).

 Industry
Industry and construction accounted for 29% of gross domestic product (GDP) in 2003, a comparatively large share even without taking into account related services. The sector employed 26.4% of the workforce. Germany excels in the production of automobiles, machine tools, and chemicals. With the manufacture of 5.5 million vehicles in 2003, Germany was the world’s third largest producer of automobiles after the United States and Japan, although the People's Republic of China was threatening to displace Germany in the world rankings as early as 2005. In 2004 Germany enjoyed the largest world market share in machine tools (19.3%). German-based multinationals such as Continental AG,Daimler, BMW, Bosch, BASF, Bayer, and Siemens are brand names throughout the world. Of vital importance is the role of small- to medium-sized manufacturing firms, which specialize in niche products and often are owned by management. These firms employ two-thirds of the German workforce.

 Service sector
In 2003 services constituted 70% of gross domestic product (GDP), and the sector employed 71.3% of the workforce. The subcomponents of services are financial, renting, and business activities (30.5%); trade, hotels and restaurants, and transport (18%); and other service activities (21.7%).

Tourism
Domestic and international tourism generates about 8% of gross domestic product (GDP) and 2.8 million jobs. Following commerce, tourism is the second largest component of the services sector. In 2004 Germany registered 45 million overnight stays by international tourists, 4% higher than in the previous year and an all-time record. Two-thirds of all major trade fairs are held in Germany, and each year they attract 9 to 10 million business travellers, about 20% of whom are foreigners. The four most important trade fairs take place in Hanover, Frankfurt, Cologne, and Düsseldorf. Germany’s hosting of the FIFA World Cup in 2006 presented an opportunity for the tourism sector.

 Financial Services
By tradition, Germany’s financial system is bank-oriented rather than stock market-oriented. The process of disintermediation, whereby businesses and individuals arrange financing by directly accessing the financial markets versus seeking loans from banks acting as intermediaries, has not fully taken hold in Germany. One of the reasons that banks are so important in German finance is that they have never been subject to a legal separation of commercial and investment banking. Instead, under a system known as universal banking, banks have offered a wide range of services from lending to securities trading to insurance. 

At the end of 2000, 2,713 out of 2,931 German financial institutions (92.6%) were universal banks, including 354 commercial banks, 1,798 credit cooperatives, and 561 savings banks. The non-universal banks specialized in such activities as mortgage banking and investments. The list of the six largest German banks illustrates the diversity of bank structure and ownership. Of the top six banks, ranked by total assets as of year-end 2002, four are private, but the fifth largest is public, and the sixth largest is a cooperative.

Despite the central role of banks in finance, stock markets are competing for influence. The Deutsche Börse (German stock exchange), a private corporation, is responsible for managing Germany’s eight stock markets, by far the largest of which is the Frankfurt Stock Exchange, which handles 90% of all securities trading in Germany. The leading stock index on the Frankfurt exchange is the DAX, which, like the New York Stock Exchange’s Dow Jones Industrial Average, is composed of 30 blue-chip companies. The other German stock exchanges are located in Berlin, Bremen, Düsseldorf, Hamburg, Hanover, Munich, and Stuttgart. Xetra is Germany’s electronic trading platform. As of the end of 2004, the total market capitalization of the German stock markets was nearly US$1.1 trillion, representing about 45% of gross domestic product (GDP). The shares of some 684 companies trade on the exchanges.

 Trade
In 2003 Germany conducted slightly more than half of its trade within the 15-member EU, followed by, in order of volume, developing countries, Eastern Europe (including countries like Poland that subsequently joined the EU), the United States and Canada, non-EU Europe (Switzerland, Norway, Liechtenstein, and Iceland), and Japan. Increasing emphasis is being placed on trade with Russia and the People's Republic of China. The 2005 Hanover trade fair devoted much of its attention to Germany’s growing economic and trade ties to Russia, particularly in the area of energy. Germany is Russia’s top trade partner. In 2002, the People's Republic of China overtook Japan as Germany’s top trade partner in Asia, and Germany is investing heavily in that rapidly rising economic power.

German trade is consistent with the policy of the European Union (EU) to expand trade among the 25 member states and also with the goal of global trade liberalization through the latest Doha Round of the World Trade Organization (WTO). Germany uses its position as the world’s leading merchandise exporter — a fact that partially reflects the strength of the euro — to compensate for subdued domestic demand. German companies derive one-third of their revenues from foreign trade. Therefore, Germany is committed to reducing trade restrictions, whether involving tariffs or non-tariff barriers, and improving the transparency of foreign markets, including access to public works projects.

The United States is Germany's second-largest trading partner after France. Two-way trade in goods totalled $88 billion in 2000. German exports to the USA totalled $58.7 billion while US imports to Germany were $29.2 billion. Germany's main exports to the USA include motor vehicles, machinery, chemicals, and heavy electrical equipment, while imports from the USA included aircraft, electrical, telecommunications and data processing equipment, and motor vehicles and parts.

 Balance of payments and currency
In 2003 the current account balance was a positive US$54.9 billion, or 2.2% of gross domestic product. In 2003 Germany posted a merchandise trade surplus of US$147 billion. In 2002 total public debt was about US$1.5 trillion, or 60.8% of gross domestic product.

Germany’s currency is the euro. Because Germany has adopted the euro, the Bundesbank, which had been responsible for conducting monetary policy and maintaining a stable German mark, has ceded much of its previous influence to the European Central Bank.

 Investments
Germany follows a liberal policy toward foreign investment. During the period 1998-99, France was the largest source of direct investment, followed by the United Kingdom and the United States (18%). From 1995 to 1999, annual average flows of U.S. direct investment in Germany were $3.4 billion, while those of German investors in the United States reached $21 billion. In terms of cumulative position (historical cost basis), German investment in the United States was valued at $111 billion in 1999, having more than doubled since 1995, while U.S. investment in Germany was worth just under $50 billion, having grown 12% since 1995.

Despite persistence of structural rigidities in the labour market and extensive government regulation, the economy remains strong and internationally competitive, not least because of its highly skilled work force. Although production costs are high, Germany is still an export powerhouse. Additionally, Germany is strategically placed to take advantage of the rapidly growing central European countries. The current government has addressed some of the country's structural problems, with important tax, social security, and financial-sector reforms. In the future, Germany faces further fundamental  economic adjustments to boost growth and job creation.

Labour force
The distribution of Germany’s workforce by sector is very similar to the relative output of each sector. In 2004 the workforce was distributed as follows: agriculture, 2.2%; industry, 26.4%; and services, 71.3%. Participants in the workforce totalled 38.87 million. In Summer 2007, Germany’s seasonally adjusted national unemployment rate decreased to 9%, or nearly 3,8 million people. Both statistics represented post-war records. Unemployment approached 20% in some states in the East, where high wages are not matched by productivity. However, by September 2005 overall unemployment had declined to 11.2%, or 4.65 million people. Germany's national unemployment rate is only partially comparable to unemployment rates in the United Kingdom or United States, because it includes a significant share of part-timers, who work less than 15 hours a week. Everyone working less than 15 hours a week, who is seeking and available for a job with full social security insurance (normally full-time job or part-time above 15 hours a week), can be registered as unemployed. Around one quarter of Germany's national unemployment are underemployed part-timers.

Additionally the percentage of so called "long-term sick" in Germany is significantly lower than in the United Kingdom, Sweden or the United States, countries with very low official unemployment rates. Financial support for sickness in these countries normally lasts longer, is easier to reach or is higher than aid for unemployment. Experts believe that many of these "long-term sick" are in reality discouraged workers, who have no perspective in the job market. Most of these people in Germany are registered as unemployed, because unemployment aid is not limited in duration and being "sick" is not more lucrative. As a labour market performance index and for the actually situation on the German labour market, the German job index BA-X has been established in early 2007.

At the start of 2005, the seasonally adjusted number of registered unemployed persons initially showed another sharp increase, reaching a rate of 12.6%, with more than 5.2 million Germans out of work. The considerable rise in the unemployment figures is largely due to the fact that former recipients of income support who now receive the new class-II unemployment benefit are registered as unemployed. This means that people who used to be numbered among the latent manpower reserve are now shown as registered unemployed persons. In particular, the labour-market statistics now include more unemployed young, older and low-skilled people.

Practice

Exercise 1. Answer the questions
1. Is German economy successful? Give your grounds.

2. What are the primary sectors of German economy?

3. Why does Germany’s government policy emphasize the development of renewable energy sources?

4. What does German industry excel in?

5. Why is Germany attractive for tourists?

6. Are banks the backbone of Germany’s financial system? Why?

7. What trade partners of Germany do you know?

8. What can you say about Germany’s trade relations with Russia and China?

9. Are there a lot of unemployed in Germany? What are the reasons?

10. What reforms should take place in Germany to boost growth and job creation?

Exercise 2. Find synonyms in the text for the following words and phrases
1. National production

2. Stretching

3. To surpass

4. Goods

5. Joint, combined

6. Subtracting

7. Improvement

8. Stiffness, hardness

9. Prestigious companies

10. Profitable
Exercise 3. Match the words on the right with the words on the left
1. Macroeconomic                                a. transparency  

2. Bureaucratic                                      b. reserve

3. Domestic                                           c. support

4. Energy                                               d. resource

5. Environmental                                   e. expansion                        

6. Bank-oriented                                    f. financial system

7. Blue-chip                                            g. restrictions

8. Foreign markets                                 h. companies

9. Financial                                            i. consumption

10. Manpower                                         j. regulations
Make up sentences of your own using the word combinations above.

Exercise 4. Think of an adequate translation for the following terms from the text
1. Non-wage labour costs

2. Social insurance contribution

3. Average net income

4. Collective bargaining session

5. Nutritional needs

6. Niche products

7. Merchandise trade surplus

8. The leading stock index

Unit 4

The National Economy of Australia

Information box

	Currency
	Australian Dollar ($A or A$, AU$ or $AU, AUD)

	GDP
	$773.0 billion (2007) 

	GDP growth
	2.7% (2nd Quarter 2008)

	GDP by sector
	agriculture 3.8% industry26.2% services70% (2005 est.)

	Inflation
	5.0% ( 2008/09)

	Labour force
	10.66 million (2006 est.)

	Labour force by occupation
	agriculture (3.6%), mining (1.1%), industry (20.2%), services (75.1%) (May 2005 est.)

	Unemployment
	4.3% (September 2008)

	Main industries
	mining, industrial and transportation equipment, food processing, chemicals, steel

	Exports
	A$215.8 billion (2006-2007)

	Export goods
	coal, gold, meat, wool, alumina, iron ore, wheat, machinery and transport equipment

	Main export partners
	Japan 20.3%, China 11.5%, South Korea 7.9%, US 6.7%, New Zealand 6.5%, India 5% (2005)

	Imports
	A$227.8 billion (2006-2007)

	Import goods
	machinery and transport equipment, computers and office machines, telecommunication equipment and parts; crude oil and petroleum products

	Main import partners
	US 13.9%, China 13.7%, Japan 11%, Singapore 5.6%, Germany 5.6% (2005)


The National Economy of Australia
The economy of Australia is a prosperous Western market economy dominated by its services sector (68% of GDP), although the agricultural and mining sectors (10% of GDP combined) account for 57% of the nation's exports.

The Australian dollar is the currency of the Commonwealth of Australia, including Christmas Island, Cocos (Keeling) Islands, and Norfolk Island, as well as the independent Pacific Island states of Kiribati, Nauru and Tuvalu. The Australian Securities Exchange and the Sydney Futures Exchange are the largest stock exchanges in Australia.

Australia is one of the most laissez-faire capitalist economies according to indices of economic freedom. Australia's per capita GDP is slightly higher than that of the UK, Germany, and France in terms of purchasing power parity. The country was ranked third in the United Nations 2007 Human Development Index and sixth in The Economist worldwide quality-of-life index 2005. The emphasis on exporting commodities rather than manufactures has underpinned a significant increase in Australia's terms of trade during the rise in commodity prices since the start of the century. Australia's balance of payments is more than 7% of GDP negative: Australia has had persistently large current account deficits for more than 50 years. 

In January 2007, there were 10,033,480 people employed, with an unemployment rate of 4.6%. Over the past decade, inflation has typically been 2–3% and the base interest rate 5–6%. The service sector of the economy, including tourism, education and financial services, constitutes 69% of GDP. Although agriculture and natural resources constitute only 3% and 5% of GDP, respectively, they contribute substantially to export performance. Australia's largest export markets are Japan, China, the US, South Korea and New Zealand.

Rich in natural resources, Australia is a major exporter of agricultural products, particularly wheat and wool, minerals such as iron-ore and gold, and energy in the form of liquified natural gas and coal. Although it occupies an area similar in size to the contiguous United States, it has a labour force of only about ten million people.

In the past decade, one of the most significant sectoral trends experienced by the economy has been the growth (in relative terms) of the mining sector (including petroleum). In terms of contribution to GDP, this sector grew from around 4.5% in 1993-94, to almost 8% in 2006-07. Growth in the services sector has also grown considerably, with property and business services in particular growing from 10% to 14.5% of GDP over the same period, making it the largest single component of GDP (in sectoral terms). This growth has largely been at the expense of the manufacturing sector, which in 2006-07 accounted for around 12% of GDP. A decade earlier, it was the largest sector in the economy, accounting for just over 15% of GDP.

Australia's emphasis on reforms is often cited as a key factor behind the continuing strength of the economy. From the early 1980s to the current day, both major political parties - the Australian Labour Party and the Liberal Party of Australia - have been instrumental in the modernisation of the Australian economy. In 1983, under Prime Minister Bob Hawke, the Australian dollar was floated and prudent financial deregulation was undertaken. The early 1990s saw the Australian economy fall into recession and government debt soar to $96 billion under Labour Prime Minister Paul Keating. The $96 billion of government debt was successfully paid off in full between 1996 and 2007 by the Liberal Government led by Prime Minister John Howard and Treasurer Peter Costello. During this period of governance, the introduction of a goods and services tax (GST) sought to encourage the level of saving amongst lower income earners. To combat the consequential reduction in consumption for low income earners, income taxes were lowered as a trade-off for the introduction of the regressive GST. The overall level of taxation in Australia has since been consistently reduced to encourage private consumption and investment, as opposed to higher government expenditure. This economic strategy - consistent with principles of individual liberty, choice, freedom, initiative and enterprise - has led to an unprecedented period of prosperity with 16 years of continuous economic growth, moderate inflation and low unemployment.

Current areas of concern to some economists include Australia's large current account deficit, Australia’s current account deficit for the 2007- 2008 financial year was up 4% to $19.49 billion (according to the Australian Bureau of Statistics), the absence of a successful export-oriented manufacturing industry, a real estate bubble, and high levels of net foreign debt owed by the private sector. As a federation, political power is spread between the Commonwealth and state governments. As a result, both the Commonwealth and the states have their own taxes. Taxes vary from state to state due to their different needs, populations, economics and budgetary positions. The Commonwealth is the main source of income for state governments, however. The Commonwealth's largest sources of revenue are income tax and business tax. As a result of state dependence on federal taxation revenue to meet decentralised expenditure responsibilities, Australia is said to suffer from a vertical fiscal imbalance.

State taxation

States also have their own taxes so that they can fund the services they offer. For obvious reasons, tax rates vary from state/territory to state/territory. Certain states and territories may not even levy certain taxes. State taxes commonly include a payroll tax, levied on businesses, a poker machine tax, levied on businesses who offer gambling services, a land tax, levied on people and businesses who own land and most significantly, stamp duty, levied on sales of land (in every state) and other items (chattels in some states, unlisted shares in others, and even sales of contracts in some states). Local governments, or, as they are called in Australia, councils, have their own taxes so that they can provide rubbish collection, park maintenance services, libraries and museums, etc. This taxation is commonly referred to as "council rates".

Trade and economic performance

In the second half of the twentieth century, Australian trade shifted decisively away from Europe and North America to Japan and other East Asian markets. Despite high global demand for Australian mineral commodities, export growth has remained flat in comparison to strong import growth. Even though Australia enjoys high commodity prices, economists have warned that structural change is needed in order to increase the size of manufacturing sector. The Australian economy has been performing nominally better than other economies of the OECD and has supported economic growth for 16 consecutive years. According to the Reserve Bank of Australia, Australian per capita GDP growth is higher than that of New Zealand, US, Canada and The Netherlands. The performance of the Australian economy is heavily dependent on US and Chinese economic growth.

Practice

Exercise 1. Answer the following questions to the text.

1. What sector is dominating in the economy of Australia?

2. What is the national currency of Australia?

3. What are Australia’s largest export markets?

4. What sectors of the Australian economy has recently grown considerably?

5. What key factor is cited behind the continuing strength of the national economy?

6. Name the major current areas of concern in the Australian economy.

7. In what way has the Australian trade policy changed in the second half of the 20th century?

Exercise 2. Match the words (1-10) to their definitions (a-j)
	1. prosperous
	a. the act of buying and using products
	

	2. laissez-faire
	b. to give strength or support to an idea, belief, etc.
	

	3. commodity
	c. successful and rich, flourishing
	

	4. to underpin
	d. a period of time during which there’s less trade, business activity and wealth than usual
	

	5. to float (the money)
	e. the practice of risking money or possessions on the result of something uncertain such as a card game, or a horse race, etc.
	

	6. recession
	f. the principle of allowing private businesses to develop without any state control
	

	7. to soar
	g. to allow the value of money to change freely in relation to money from other countries
	

	8. consumption
	h. to increase quickly to a high level
	

	9. to levy
	i. to officially make someone pay a tax
	

	10. gambling
	j. a product that can be sold to make a profit


	


Exercise 3. Fill in the gaps in the sentences with suitable words given in the lines below
	stock exchanges    unprecedented    accounting    laissez-faire    contribute    market    rate    emphasis    fall    shifted


1.  The economy of Australia is a prosperous Western ...... economy.
2. The Australian Securities Exchange and the Sydney Futures Exchange are the largest ...... ...... in Australia.

3. Australia is one of the most ....... capitalist economies according to indices of economic freedom.
4. In January 2007, there were 10,033,480 people employed, with an unemployment ..... of 4.6%.
5. Although agriculture and natural resources constitute only 3% and 5% of GDP, respectively, they ...... substantially to export performance.
6. A decade earlier, manufacturing sector was the largest one in the economy, ...... for just over 15% of GDP.
7. Australia's ...... on reforms is often cited as a key factor behind the continuing strength of the economy.
8. The early 1990s saw the Australian economy .... into recession.
9. This economic strategy has led to an ....... period of prosperity with 16 years of continuous economic growth.
10. In the second half of the twentieth century, Australian trade ..... away from Europe and North America to Japan and other East Asian markets.

Exercise 4. Mark the statements as true or false. Correct the false statements
1. The American dollar is the currency of the Commonwealth of Australia, including Christmas Island, Cocos (Keeling) Islands, and Norfolk Island, as well as the independent Pacific Island states of Kiribati, Nauru and Tuvalu.

2. The service sector of the economy, including tourism, education and financial services, constitutes a minor part of GDP.

3. In the past decade, one of the most significant sectoral trends experienced by the economy has been the growth (in relative terms) of the manufacturing sector.

4. Australia's emphasis on reforms is often cited as a key factor behind the continuing strength of the economy.

5. The early 1990s saw the Australian economy fall into recession and government debt soar to $96 billion.

6. As a federation, political power is spread between the state governments.

7. Taxes are the same in all states independent of their needs, populations, economics and budgetary positions.

8. In the second half of the twentieth century, Australian trade shifted decisively away from Europe and North America to Japan and other East Asian markets.

9. Despite high global demand for Australian mineral commodities, export growth has remained high in comparison to import growth.

10. The performance of the Australian economy is heavily dependent on US and UK economic growth.
Exercise 5. Make reports on the following topics
1. Strategic position of Australia on the globe.

2. Australia and the rest of the world.

3. Australians: what are they like? 
Unit 5

The National Economy of Canada

Information box

	Currency
	Canadian dollar (CAD)

	GDP
	$1.274 trillion (2007 est.)

	GDP growth
	2.7% (2007 est.)

	GDP by sector
	agriculture (2.1%), industry (28.8%), services (69.1%) (2007 est.)

	Inflation
	2.4% (2007 est.)

	Population below poverty line
	10.8% (relative) (2005) / 4.9% (absolute) (2004)

	Labour force
	17.9 million (2007 est.)

	Labour force by occupation
	agriculture (2%), manufacturing (13%), construction (6%), services (76%), other (3%) (2006)

	Unemployment
	5.98% (2007 est.)

	Main industries
	transportation equipment, chemicals, processed and unprocessed minerals, food products, wood and paper products, fish products, petroleum and natural gas

	Exports
	$440.1 billion (2007 est.)

	Export goods
	motor vehicles and parts, industrial machinery, aircraft, telecommunications equipment, electronics, chemicals, plastics, fertilizers, wood pulp, timber, crude petroleum, natural gas, electricity, aluminium

	Main export partners
	U.S. 81.6%, UK 2.3%, Japan 2.1% (2006)

	Imports
	$394.4 billion (2007 est.)

	Import goods
	machinery and equipment, motor vehicles and parts, electronics, crude oil, chemicals, electricity, durable consumer goods

	Main import partners
	U.S. 54.9%, People's Republic of China 8.7%, Mexico 4% (2006)


The National Economy of Canada
Canada is the home to the seventh largest economy in the world (measured in US dollars at market exchange rates), is one of the world's wealthiest nations, and a member of the Organization for Economic Co-operation and Development (OECD) and Group of Eight (G8). As with other developed nations, the Canadian economy is dominated by the service industry, which employs about three quarters of Canadians. Canada is unusual among developed countries in the importance of the primary sector, with the logging and oil industries being two of Canada's most important. Canada also has a sizable manufacturing sector, centred in Central Canada, with the automobile industry especially important.

International trade makes up a large part of the Canadian economy, particularly of its natural resources. The United States is by far its largest trading partner, accounting for about 76% of exports and 65% of imports as of 2007. Canada's combined exports and imports ranked 8th among all nations in 2006.
Economic sectors

Canada has considerable natural resources spread across its varied regions. In British Columbia, the forestry industry is of great importance, while the oil industry is important in Alberta and Newfoundland and Labrador. Northern Ontario is home to a wide array of mines, while the fishing industry has long been central to the character of the Atlantic provinces, though it has recently been in steep decline.

These industries are increasingly becoming less important to the overall economy. Only some 4% of Canadians are employed in these fields, and they account for less than 6% of GDP. They are still paramount in many parts of the country. Many, if not most, towns in northern Canada, where agriculture is difficult, exist because of a nearby mine or source of timber. Canada is a world leader in the production of many natural resources such as gold, nickel, uranium, diamonds and lead. Several of Canada's largest companies are based in natural resource industries, such as EnCana, Cameco, Goldcorp, and Barrick Gold. The vast majority of these products are exported, mainly to the United States. There are also many secondary and service industries that are directly linked to primary ones. For instance one of Canada's largest manufacturing industries is the pulp and paper sector, which is directly linked to the logging industry.

The relatively large reliance on natural resources has several effects on the Canadian economy and Canadian society. While manufacturing and service industries are easy to standardize, natural resources vary greatly by region. This ensures that differing economic structures developed in each region of Canada, contributing to Canada's strong regionalism. At the same time the vast majority of these resources are exported, integrating Canada closely into the international economy. Howlett and Ramesh argue that the inherent instability of such industries also contributes to greater government intervention in the economy, to reduce the social impact of market changes. 
Such industries also raise important questions of sustainability. Despite many decades as a leading producer, there is little risk of depletion. Large discoveries continue to be made, such as the massive nickel find at Voisey's Bay. Moreover the far north remains largely undeveloped as producers await higher prices or new technologies as many operations in this region are not yet cost effective. In recent decades Canadians have become less willing to accept the environmental destruction associated with exploiting natural resources. High wages and Aboriginal land claims have also curbed expansion. Instead many Canadian companies have focused their exploration and expansion activities overseas where prices are lower and governments more accommodating. Canadian companies are increasingly playing important roles in Latin America, Southeast Asia, and Africa.

It is the renewable resources that have raised some of the greatest concerns. After decades of escalating overexploitation the cod fishery all but collapsed in the 1990s, and the Pacific salmon industry also suffered greatly. The logging industry, after many years of activism, have in recent years moved to a more sustainable model.

 Energy

Canada is one of the few developed nations that is a net exporter of energy. Most important are the large oil and gas resources centred in Alberta and the Northern Territories, but also present in neighbouring British Columbia and Saskatchewan. The vast Athabasca Tar Sands give Canada the world's second largest reserves of oil after Saudi Arabia according to USGS. In British Columbia and Quebec, as well as Ontario, Saskatchewan and Manitoba, hydroelectric power is an inexpensive and relatively environmentally friendly source of abundant energy. In part because of this, Canada is also one of the world's highest per capita consumers of energy. Cheap energy has enabled the creation of several important industries, such as the large aluminium industry in Quebec, Alberta and British Columbia.

Historically, an important issue in Canadian politics is that while Western Canada is one of the world's richest sources of energy, the industrial heartland of Southern Ontario has fewer native sources of power. It is, however, cheaper for Alberta to ship its oil to the western United States than to eastern Canada. The eastern Canadian ports thus import significant quantities of oil from overseas, and Ontario makes significant use of nuclear power.

In times of high oil prices this means that the majority of Canada's population suffers, while the West benefits. The National Energy Policy of the early 1980s attempted to force Alberta to sell low priced oil to eastern Canada. This policy proved deeply divisive, and quickly lost its importance as oil prices collapsed in the mid-1980s. One of the most controversial sections of the Canada-United States Free Trade Agreement of 1988 was a promise that Canada would never charge the United States more for energy than fellow Canadians.

 Agriculture

Canada is also one of the world's largest suppliers of agricultural products, particularly of wheat and other grains. Canada is a major exporter of agricultural products, to the United States but also to Europe and East Asia. As with all other developed nations the proportion of the population and GDP devoted to agriculture fell dramatically over the 20th century.

As with other developed nations, the Canadian agriculture industry receives significant government subsidies and supports. However, Canada has been a strong supporter of reducing market influencing subsidies through the World Trade Organization. In 2000, Canada spent approximately CDN$4.6 billion on supports for the industry. Of this, $2.32 billion was classified under the WTO designation of "green box" support, meaning it did not directly influence the market, such as money for research or disaster relief. All but $848.2 million were subsidies worth less than 5% of the value of the crops they were provided for, which is the WTO threshold. Consequently, Canada used only $848.2 million of its $4.3 billion subsidy allowance granted by the WTO.
 Manufacturing

The general pattern of development for wealthy nations was a transition from a primary industry based economy to a manufacturing based one, and then to a service based economy. Canada did not follow this pattern; manufacturing has always been secondary, though certainly not unimportant. Partly because of this, Canada did not suffer as greatly from the pains of deindustrialization in the 1970s and 1980s.

Central Canada is home to branch plants to all the major American and Japanese automobile makers and many parts factories owned by Canadian firms such as Magna International and Linamar Corporation. Central Canada today produces more vehicles each year than the neighbouring U.S. state of Michigan, the heart of the American automobile industry. Manufacturers have been attracted to Canada due to the highly educated population with lower labour costs than the United States. Canada's publicly funded health care system is also an important attraction, as it exempts companies from the high health insurance costs they must pay in the United States.

Much of the Canadian manufacturing industry consists of branch plants of United States firms, though there are some important domestic manufacturers, such as Bombardier. This has raised several concerns for Canadians. Branch plants provide mainly blue collar jobs, with research and executive positions confined to the United States.

 Service sector

The service sector in Canada is vast and multifaceted, employing some three quarters of Canadians and accounting for over two thirds of GDP. The largest employer is the retail sector, employing almost 12% of Canadians. The retail industry is mainly concentrated in a relatively small number of chain stores clustered together in shopping malls. In recent years the rise of big-box stores, such as Wal-Mart (of the United States) and Future Shop (a subsidiary of the US based Best Buy), have led to fewer workers in this sector and a migration of retail jobs to the suburbs.

The second largest portion of the service sector is the business services, employing only a slightly smaller percentage of the population. This includes the financial services, real estate, and communications industries. This portion of the economy has been rapidly growing in recent years. It is largely concentrated in the major urban centres, especially Toronto and Calgary.

The education and health sectors are two of Canada's largest, but both are largely under the purview of the government. The health care industry has been rapidly growing, and is the third largest in Canada. Its rapid growth has led to problems for governments who must find money to fund it.

Canada has an important high tech industry, and also an entertainment industry creating content both for local and international consumption. Tourism is of ever increasing importance, with the vast majority of international visitors coming from the United States. Though the recent strength of the Canadian Dollar has hurt this sector, other nations such as China have increased tourism to Canada.

 Political issues

The Canadian economy differs greatly from region to region. Traditionally Central Canada has been the economic engine of Canada, home to more than half of its population and much of its industry. Recent years have seen rapid growth in Western Canada as trade with Asia has enriched British Columbia and oil wealth provided a major boost to Alberta and Saskatchewan.

The four Atlantic provinces, though once the centre of economic activity, underwent a major decline in the late 19th century and have traditionally been significantly poorer than the rest of Canada, especially after the recent collapse of the fishing industry. Recent years have seen some significant moves towards diversification, especially as offshore oil and gas wealth have begun to flow into the region. Quebec has also traditionally been poorer than the Canadian average although by a lesser margin than the Atlantic provinces. In more recent years Newfoundland and Labrador have started to see a change in their economy, being called the "Celtic tiger of Canada," (in a comparison to the economic transformation in Ireland); it has also been called a "mini Alberta" because of new oil and gas exploration.

 Relations with the U.S.

Canada and the United States share a deep and common trading relationship. Canada's job market continues to perform well along with the US, reaching a 30 year low in the unemployment rate in December 2006, following 14 consecutive years of employment growth. Disputes over trade tariffs, multi-lateral military action and controversial Canadian legislation such as same-sex marriage, immigration law, and legal medical marijuana have raised tensions and cooled relations between these two countries.

Despite these differences, the United States is by far Canada's largest trading partner, with more than $1.7 billion CAD in trade per day in 2005. 81% of Canada's exports go to the United States, and 67% of Canada's imports are from the United States. Trade with Canada makes up for 23% of exports and 17% of imports for the United States. By comparison, in 2005 this was more than U.S. trade with all countries in the European Union combined, and well over twice U.S. trade with all the countries of Latin America combined. Just the two-way trade that crosses the Ambassador Bridge between Michigan and Ontario equals all U.S. exports to Japan. Canada's importance to the United States is not just a border-state phenomenon: Canada is the leading export market for 35 of 50 U.S. states, and is the United States' largest foreign supplier of energy.

Bilateral trade increased by 52% between 1989, when the U.S.-Canada Free Trade Agreement (FTA) went into effect, and 1994, when the North American Free Trade Agreement (NAFTA) superseded it. Trade has since increased by 40%. NAFTA continues the FTA's moves toward reducing trade barriers and establishing agreed upon trade rules. It also resolves some long-standing bilateral irritants and liberalizes rules in several areas, including agriculture, services, energy, financial services, investment, and government procurement. NAFTA forms the largest trading area in the world, embracing the 406 million people of the three North American countries.

The largest component of U.S.-Canada trade is in the commodity sector.

The U.S. is Canada's largest agricultural export market, taking well over half of all Canadian food exports. Similarly, Canada is the largest market for U.S. agricultural goods with nearly 20% of American food exports going to its Northern neighbour. Nearly two-thirds of Canada's forest products, including pulp and paper, are exported to the United States; 72% of Canada's total newsprint production also is exported to the U.S.

At $73.6 billion in 2004, U.S.-Canada trade in energy is the largest U.S. energy trading relationship, with the overwhelming majority ($66.7 billion) being exports from Canada. The primary components of U.S. energy trade with Canada are petroleum, natural gas, and electricity. Canada is the United States' largest oil supplier and the fifth-largest energy producing country in the world. Canada provides about 16% of U.S. oil imports and 14% of total U.S. consumption of natural gas. The United States and Canada's national electricity grids are linked and both countries share hydro power facilities on the Western borders.

While most of U.S.-Canada trade flows smoothly, there are occasionally bilateral trade disputes, particularly in the agricultural and cultural fields. Usually these issues are resolved through bilateral consultative forums or referral to World Trade Organization (WTO) or NAFTA dispute resolution. In May 1999, the U.S. and Canadian Governments negotiated an agreement on magazines that provides increased access for the U.S. publishing industry to the Canadian market. The United States and Canada also have resolved several major issues involving fisheries. By common agreement, the two countries submitted a Gulf of Maine boundary dispute to the International Court of Justice in 1981; both accepted the Court's 12 October 1984 ruling which demarcated the territorial sea boundary. A current issue between the United States and Canada is the ongoing softwood lumber dispute, as the U.S. alleges that Canada unfairly subsidizes its forestry industry.
In 1990, the United States and Canada signed a bilateral Fisheries Enforcement Agreement, which has served to deter illegal fishing activity and reduce the risk of injury during fisheries enforcement incidents. The U.S. and Canada signed a Pacific Salmon Agreement in June 1999 that settled differences over implementation of the 1985 Pacific Salmon Treaty for the next decade.
Canada and the United States signed an aviation agreement during Bill Clinton's visit to Canada in February 1995, and air traffic between the two countries has increased dramatically as a result. The two countries also share in operation of the St. Lawrence Seaway, connecting the Great Lakes to the Atlantic Ocean.
The U.S. is Canada's largest foreign investor; at the end of 1999, the stock of U.S. direct investment was estimated at $116.7 billion, or about 72% of total foreign direct investment in Canada. U.S. investment is primarily in Canada's mining and smelting industries, petroleum, chemicals, the manufacture of machinery and transportation equipment, and finance.
Canada is the third-largest foreign investor in the United States. At the end of 1999, the stock of Canadian direct investment in the United States was estimated at $90.4 billion. Canadian investment in the United States is concentrated in manufacturing, wholesale trade, real estate, petroleum, finance, and insurance and other services.
Practice
Exercise15. Answer the questions to the text

1. What sector is the Canadian economy dominated by?

2. What are the results of Canada’s reliance on natural resources for the economy of the country?

3. Does Canadian agriculture receive significant support from the government?

4. What major industries are included in Canadian service sector?

5. Are Canadian regions economically different?

6. Give a brief overview of the Canada-USA relations.
Exercise2. Choose suitable words from the box to fill in the gaps in the following sentences

	engine    negotiated    primary    transition    consumption    stores    bilateral    exported    environmental    renewable


1. Canada is unusual among developed countries in the importance of the ....... sector, with the logging and oil industries being two of Canada's most important.
2. The vast majority of these products are ......., mainly to the United States.
3. In recent decades Canadians have become less willing to accept the .......... destruction associated with exploiting natural resources.
4. The retail industry is mainly concentrated in a relatively small number of chain ...... clustered together in shopping malls.
5. In 1990, the United States and Canada signed a ....... Fisheries Enforcement Agreement, which has served to deter illegal fishing activity.

6. In May 1999, the U.S. and Canadian Governments ........ an agreement on magazines that provides increased access for the U.S. publishing industry to the Canadian market.
7. Canada has an important high tech industry, and also an entertainment industry creating content both for local and international ...... .
8. It is the ..... resources that have raised some of the greatest concerns.
9. Traditionally Central Canada has been the economic ..... of Canada, home to more than half of its population and much of its industry.

10. The general pattern of development for wealthy nations was a ..... from a primary industry based economy to a manufacturing based one, and then to a service based economy.
Exercise 3. Match the verbs on the left (1-10) to the nouns on the right (a-j)

	1. to exploit
	a. subsidies

	2. to vary
	b. relations

	3. to reduce
	c. decline

	4. to charge
	d. by region

	5. to receive
	e. rules

	6. to follow
	f. resources

	7. to raise
	g. for energy

	8. to undergo
	h. concerns

	9. to cool
	i. the impact

	10. to establish
	j. the pattern


Exercise 4. Match the opposites
	1. wealthy
	a. to enlarge

	2. paramount
	b. wholesale

	3. to reduce
	c. to encourage

	4. abundant
	d. to succeed

	5. to collapse
	e. poor

	6. approximately
	f. import

	7. overseas
	g. insignificant

	8. retail
	h. meagre

	9. export
	i. precisely

	10. to deter
	j. domestic


Exercise 5. Make a report on the economies of the main economic regions of Canada (the Atlantic Provinces; the Great Lakes-St. Lawrence Provinces; the Prairie Provinces; the British Columbia).
Unit 6
The National Economy of New Zealand

Information box
	Currency
	1 New Zealand Dollar (NZD$) = 100 cents

	GDP
	$128.141 billion (2007 est.)

	GDP growth
	 3.0% (2007 est.)

	GDP by sector
	agriculture (4.6%), industry (27.4%), services (68%) (2004 est.)

	Inflation
	3.9% (2005 est.)

	Labour force
	2.05 million (2004 est.)

	Labour force by occupation
	agriculture (10%), industry (25%), services (65%) (1995 est.)

	Unemployment
	3.4% (Dec 2007)

	Main industries
	Food processing, Textiles, Machinery and Transportation equipment, Finance, Tourism, Mining

	Exports
	$29.2 billion (2005)

	Export goods
	tourism destination, dairy products, meat, wood and wood products, fish, machinery

	Main export partners
	Australia 19.6%, U.S. 14.3%, Japan 11.4%, the People's Republic of China 6.3%, UK 5.1% (2004)

	Imports
	$ 35.8 billion (2005)

	Import goods
	machinery and equipment, vehicles and aircraft, petroleum, electronics, textiles, plastics

	Main import partners
	Australia 28.6%, Japan 10.7%, U.S. 10%, the People's Republic of China 6.6%, Germany 4.2%, Singapore 4.1% (2004)


The National Economy of New Zealand
The Economy of New Zealand is a market economy which is greatly dependent on international trade, mainly with Australia, the European Union, the United States, China and Japan. It is also strongly focused on tourism and primary industries like agriculture (though both sectors are highly profitable), while having only small manufacturing and high-tech components. Economic free-market reforms of the last decades have removed many barriers to foreign investment, and the World Bank in 2005 praised New Zealand as being the most business-friendly country in the world, before Singapore.

Traditionally, New Zealand's economy was built upon on a narrow range of primary products, such as wool, meat and dairy products. As an example, from approximately 1920 to approximately 1940, the dairy export quota was usually around 35% of the total exports, and in some years made up almost 45% of all New Zealand's exports. Due to the high demand for these primary products - such as the New Zealand wool boom of 1951 - New Zealand enjoyed high standards of living. However, commodity prices for these exports declined, and New Zealand lost its preferential trading position with the United Kingdom in 1973, due to the latter joining the European Economic Community. 

Since 1984, the government of New Zealand has accomplished major economic restructuring, moving an agrarian economy dependent on concessionary British market access toward a more industrialized, free market economy that can compete globally. This growth has boosted real incomes, broadened and deepened the technological capabilities of the industrial sector, and contained inflationary pressures. Inflation remains among the lowest in the industrial world. Per capita GDP has been moving up towards the levels of the big West European economies since the trough in 1990, but the gap remains significant. New Zealand's heavy dependence on trade leaves its growth prospects vulnerable to economic performance in Asia, Europe, and the United States.

The New Zealand economy has recently been perceived as successful. However, the generally positive outlook includes some challenges. New Zealand income levels, which used to be above much of Western Europe prior to the deep crisis of the 1970s, have never recovered in relative terms. The New Zealand GDP per capita is for instance less than that of Spain and about 60 % that of the United States. Income inequality has increased greatly, implying that significant portions of the population have quite modest incomes. Further, New Zealand has a very large current account deficit of 8-9% of GDP. However, despite this, its public debt stands at only 21.2% (2006 est.) of the total GDP, which is comparatively small compared to many developed nations. One reason why New Zealand runs persistent current account deficits, that drives the net foreign debt upwards, is that earnings from agricultural exports and tourism fail to cover the imports of advanced manufactured goods required to sustain the New Zealand economy.

Unemployment

New Zealand unemployment (at 3.4% as of December 2007) stands at its historically lowest level since the current method of surveying began in 1986, and has been very low for several years. This gives the country the 5th-best ranking in the OECD (Organization for European Cooperation and Development) (with an OECD average of 5.5%). Before economic shocks of the 1970s in particular (Britain joining the EEC), actual unemployment was also very low, possibly even lower than today - in 1959, only 21 people were officially unemployed, and the joke went around that the Prime Minister knew the name of every unemployed person.

The percentage of the population employed also increased in recent years, to 68.8% of all inhabitants, with full-time jobs increasing slightly, and part-time occupations decreasing in turn. The increase in the working population percentage is attributed to increasing wages and higher costs of living moving more people into employment. The low unemployment does however also have disadvantages, with many companies unable to fill jobs.

Reform and liberalisation

Since 1984, government subsidies including those for agriculture have been eliminated; import regulations have been liberalised; exchange rates have been freely floated; controls on interest rates, wages, and prices have been removed; and marginal rates of taxation reduced. Tight monetary policy and major efforts to reduce the government budget deficit brought the inflation rate down from an annual rate of more than 18% in 1987. The deregulation of government-owned enterprises in the 1980s and 1990s reduced government's role in the economy and permitted the retirement of some public debt, but simultaneously massively increased the necessity for greater welfare spending and has led to considerably higher rates of unemployment than were standard in New Zealand in earlier decades. However, unemployment in New Zealand is again low, hovering around 3.5% to 4%.

Deregulation created a very business-friendly regulatory framework. A survey 2008 study ranked it 99.9% in "Business freedom", and 80% overall in "Economic freedom", noting amongst other things that it only takes 12 days to establish a business in New Zealand on average, compared with a world-wide average of 43 days. Other indicators measured were property rights, labour market conditions, government controls and corruption, the last being considered "next to non-existent" in the Heritage Foundation and Wall Street Journal study.

In its 'Doing Business 2008' survey, the World Bank (which in that year rated New Zealand as the second-most business-friendly country worldwide), gave New Zealand rank 13 out of 178 in the business-friendliness of its hiring laws.

Foreign business relations

New Zealand's economy has been helped by strong economic relations with Australia. Australia and New Zealand are partners in "Closer Economic Relations" (CER), which allows for free trade in goods and most services. Since 1990, CER has created a single market of more than 25 million people, and this has provided new opportunities for New Zealand exporters. Australia is now the destination of 19% of New Zealand's exports, compared to 14% in 1983. Both sides also have agreed to consider extending CER to product standardization and taxation policy. New Zealand initiated a free trade agreement with Singapore in September 2000 which was extended in 2005 to include Chile and Brunei and is now known as the P4 agreement. New Zealand is seeking other bilateral/regional trade agreements in the Pacific area.

U.S. goods and services have been competitive in New Zealand, though the strong U.S. dollar created challenges for U.S. exporters in 2001. The market-led economy offers many opportunities for U.S. exporters and investors. Investment opportunities exist in chemicals, food preparation, finance, tourism, and forest products, as well as in franchising. The best sales prospects are for medical equipment, information technology, and consumer goods. On the agricultural side, the best prospects are for fresh fruit, snack foods, specialised grocery items (e.g. organic foods), and soybean meal. A number of U.S. companies have subsidiary branches in New Zealand. Many operate through local agents, with some joint venture associations. The American Chamber of Commerce is active in New Zealand, with its main office in Auckland and a branch committee in Wellington.

New Zealand welcomes and encourages foreign investment without discrimination. The Overseas Investment Commission (OIC) must give consent to foreign investments that would control 25% or more of businesses or property worth more than NZ$50 million. Restrictions and approval requirements also apply to certain investments in land and in the commercial fishing industry. In practice, OIC approval requirements have not hindered investment. OIC consent is based on a national interest determination, but no performance requirements are attached to foreign direct investment after consent is given. Full remittance of profits and capital is permitted through normal banking channels.

 Recent trends

Economic growth, which had slowed in 1997 and 1998 due to the negative effects of the Asian financial crisis and two successive years of drought, rebounded in 1999. A low New Zealand dollar, favourable weather, and high commodity prices boosted exports, and the economy is estimated to have grown by 2.5% in 2000. Growth resumed at a higher level from 2001 onwards due primarily to the lower value of the New Zealand dollar which made exports more competitive. The return of substantial economic growth led the unemployment rate to drop from 7.8% in 1999 to 3.4% in late 2005, the lowest rate in nearly 20 years.

However, the large current account deficit, which stood at more than 6.5% of GDP in 2000, has been a constant source of concern for New Zealand policymakers and has now hit 9% to date as of March 2006. The rebound in the export sector is expected to help narrow the deficit to lower levels, but the budget deficit continues to increase as of 2005, especially due to increases in the value of the New Zealand dollar in the 2007-2008 period.

Practice

Exercise 1. Answer the questions to the text.

1. What kind of economic restructuring has the government of New Zealand accomplished since 1984?

2. What are the disadvantages of low unemployment rate?

3. In what way has the government deregulation policy helped to create a “business-friendly” framework in New Zealand?

4. What countries are considered to be the main business partners of New Zealand?

5. What problem still remains a major concern for New Zealand policymakers?
Exercise 2. Complete the following sentences by matching their beginnings (1-10) to their endings (a-j).
1. The economy of New Zealand is a market economy which

2. Per capita GDP has been moving up towards the levels of the big West European economies since 1990,

3. Earnings from agricultural exports and tourism

4. The increase in the working population percentage is attributed to

5. Unemployment in New Zealand is again low,

6. New Zealand’s economy has been helped by

7. New Zealand welcomes and encourages

8. The return of substantial economic growth led the unemployment rate 

9. The large current account deficit

10. The rebound in the export sector

a. hovering around 3.5% to 4%.

b. to drop from 7.8% in 1999 to 4.4% in 2005.

c. is expected to help narrow the deficit to lower levels.

d. is greatly dependent on international trade.

e. foreign investment without discrimination.

f. fail to cover the imports of advanced manufactured goods required to sustain the New Zealand economy.

g. but the gap still remains significant.

h. has been a constant concern for the New Zealand policymakers.

i. strong economic relations with Australia.

j. increasing wages and higher costs of living moving more people into employment.
Exercise 3. Complete the following sentences with the correct forms of the verbs given below.

accomplish    apply    encourage    initiate    focus    bring    boost    operate    establish     slow

1. It is also strongly .... on tourism and primary industries like agriculture (though both sectors are highly profitable), while having only small manufacturing and high-tech components.

2. Since 1984, the government of New Zealand .... major economic restructuring, moving an agrarian economy dependent on concessionary British market access toward a more industrialized, free market economy that can compete globally.
3. Tight monetary policy and major efforts to reduce the government budget deficit ..... the inflation rate down from an annual rate of more than 18% in 1987.
4. It only takes 12 days ..... a business in New Zealand on average, compared with a world-wide average of 43 days.
5. New Zealand ..... a free trade agreement with Singapore in September 2000 which was extended in 2005 to include Chile and Brunei and is now known as the P4 agreement.
6. Many American companies .... in New Zealand through local agents, with some joint venture associations.
7. Restrictions and approval requirements also .... to certain investments in land and in the commercial fishing industry.
8. Economic growth, which .... in 1997 and 1998 due to the negative effects of the Asian financial crisis and two successive years of drought, rebounded in 1999.
9. New Zealand welcomes and ..... foreign investment without discrimination.
10. A low New Zealand dollar, favourable weather, and high commodity prices .... exports, and the economy is estimated to have grown by 2.5% in 2000.
Exercise 4. Mark the following statements as true or false
1. The Economy of New Zealand is a command economy which is greatly dependent on international trade, mainly with Australia, the European Union, the United States, China and Japan.

2. The World Bank in 2005 praised New Zealand as being the most business-friendly country in the world, before the USA.

3. Inflation rate in New Zealand remains among the lowest in the industrial world.

4. The law employment rate doesn’t have any disadvantages for the country’s businesses.

5. Since 1984, government subsidies including those for agriculture have been eliminated.

6. Corruption was stated to be the major problem for New Zealand in the Heritage Foundation and Wall Street Journal study conducted a couple of years ago.

7. New Zealand's economy has been helped by strong economic relations with Australia.

8. New Zealand welcomes and encourages foreign investment giving preference to the countries of the Pacific region.

9. The unemployment rate has increased from 3.4% in 1999 to 7% nowadays.

10. Tight monetary policy and major efforts to reduce the government budget deficit brought the inflation rate down from an annual rate of more than 18% in 1987.
Exercise 5. Using the official site of New Zealand in the Internet (newzealand.com), make reports on the suggested opportunities for doing business in the country.

PART 2

EMERGING ECONOMIES
Unit 1
The National Economy of India
Information box
	Currency
	 Indian Rupee (INR) = 100 Paise

	GDP
	 5.21 $ (2008 est.)

	GDP growth
	 9.6% (2006-2007)

	GDP by sector
	  agriculture – 60%, industry – 19.3%, services – 60.7% (2006 est.)

	Inflation
	 12.01% (26 July 2008)

	Labour force
	 509.3 million (2006 est.)

	Labour force by occupation
	 agriculture – 60%, industry – 12%, services – 28% (2003)

	Unemployment
	 7.8% (2006 est.)

	Main industries
	 textiles, chemicals, food processing, steel, transportation equipment, cement, mining, petroleum, machinery, software, services.

	Exports
	 $163 billion (2007-2008)

	Export goods
	 textile goods, jewellery, engineering goods, chemicals, leather manufacturers, services

	Main export partners
	 the USA (18%), People’s Republic of China (8.9%), the UAE (8.4%), the UK (4.7%), Hong Kong (4.2%) (2005)

	Imports
	 $ 187.9 billion (2006)

	Import goods
	 crude oil, machinery, fertilizers, chemicals

	Main import partners
	 The People’s Republic of China (7.2%), the USA (6,4%), Belgium (5.1%), Singapore (4.7%), Australia (4.2%), Germany (4.2%), the UK (4.1%) (2006)


The National Economy of India
The economy of India, measured in USD exchange-rate terms, is the twelfth largest in the world. It recorded a GDP growth rate of 9.1 % for the fiscal year 2007-2008 which makes it the second fastest big emerging economy, after China, in the world. At this rate of sustained growth many economists forecast that India would, over the coming decades, have a more pronounced effect on the world stage. Despite the phenomenal rate of growth, India’s large population has a per capita income of $4,65, measured by PPP, and $2,97, measured in nominal terms (2007). India’s economy is diverse and consists of various activities including manufacturing, agriculture and services. Although most of the Indian workforce still earns their living directly or indirectly through agriculture or manufacturing, high tech services are a growing sector and play an increasingly important role in India’s economy. The advent of the digital age and the large number of educated people fluent in English are gradually transforming India into an important “back office” destination for global outsourcing of customer services and technical support. India is a major exporter of highly-skilled workers in software and financial services, in software engineering. Other sectors, such as manufacturing, pharmaceuticals, biotechnology, nanotechnology, telecommunications, shipbuilding, aviation, tourism and retailing are showing strong potentials with high growth rates.

India followed a socialist-inspired approach for most of its independent history, with strict government control over private sector participation, foreign trade, and foreign direct investment. However, since the early 1990s, India has gradually opened up its markets through economic reforms by reducing government controls over foreign trade and investment. The privatization of publicly owned industries and the opening up of certain sectors to private and foreign interests has proceeded slowly amid the political debate.

India faces a fast-growing population and the challenge of reducing economic and social inequality. Poverty remains a serious problem, although it has declined significantly since independence.
History

India’s economic history can be divided into three eras, beginning with the pre-colonial period lasting up to the 17th century. The advent of British colonization started the colonial period in the 17th century, which ended with independence in 1947. The third period stretches from independence in 1947 until now.

Pre-colonial period

The citizens of the Indus Valley civilization (based around the river Indus, today Pakistan and Northern and Western India), a permanent and predominantly urban settlement that flourished between 2800 BC and 1800 BC, practiced agriculture, domesticated animals, used uniform weights and measures, made tools and weapons, and traded with other cities. Evidence of well-planned streets, a drainage system and water supply reveals their knowledge of urban planning, which included the world’s first urban sanitation systems and the existence of a form of municipal government.
Religion, especially Hinduism, and the caste and the joint family systems played influential roles in shaping economic activities. The caste system functioned much like the medieval European guilds, ensuring the division of labour, providing the training of apprentices and, in some cases, allowing manufacturers to achieve narrow specialization. 

Assessment of India’s pre-colonial economy is mostly qualitative, owing to the lack of quantitative information. India, by the time of the arrival of the British, was a largely traditional agrarian economy with a dominant subsistence sector dependent on primitive technology. Until 1857, when India was firmly under the British crown, the country remained in a state of political instability due to permanent wars and conflicts inside the country.
Colonial period

Colonial rule brought a major change in the taxation environment from revenue taxes to property taxes resulting in mass impoverishment and destitution of the great majority of farmers. It also created an institutional environment that on paper guaranteed property rights, encouraged free trade and created a single currency with fixed exchange rates, standardized weights and measures, capital markets, a well developed system of railways and telegraphs, a civil service that aimed to be free from political interference, and a common-law legal system. India’s colonization by the British coincided with major changes in the world economy – industrialization and significant growth in production and trade. However, at the end of the colonial rule, India inherited the economy that was one of the poorest in the developing world, with industrial development stalled, agriculture unable to feed a rapidly growing population, one of the world’s lowest life expectancies and low rates of literacy.
Independence

Indian economic policy after independence tended towards protectionism, with a strong emphasis on import substitution, industrialization, state intervention in labour and financial markets, a large public sector, business regulation, and central planning. Jawaharlal Nehru, the first prime minister, along with the statistician Prasanta Chandra Mahalanobis, carried on by Indira Gandhi formulated economic policy. They expected favourable outcomes from this strategy, because it involved both public and private sectors and was based on direct and indirect state intervention, rather than the more extreme Soviet-style central command system. India's low average growth rate from 1947–80 was derisively referred to as the Hindu rate of growth, because of the unfavourable comparison with growth rates in other Asian countries, especially the "East Asian Tigers.
After 1991

In the late 80s, the government led by Rajiv Gandhi eased restrictions on capacity expansion for incumbents, removed price controls and reduced corporate taxes. While this increased the rate of growth, it also led to high fiscal deficits and a worsening current account. The collapse of the Soviet Union, which was India's major trading partner, and the first Gulf War, which caused a spike in oil prices, caused a major balance-of-payments crisis for India, which found itself facing the prospect of defaulting on its loans. In response, Prime Minister Narasimha Rao along with his finance minister Manmohan Singh initiated the economic liberalisation of 1991. The reforms did away with the investment, industrial and import licensing and ended many public monopolies, allowing automatic approval of foreign direct investment in many sectors. Since then, the overall direction of liberalisation has remained the same, irrespective of the ruling party.
Since 1990 India has emerged as one of the wealthiest economies in the developing world; during this period, the economy has grown constantly, but with a few major setbacks. This has been accompanied by increases in life expectancy, literacy rates and food security.

In 2003, Goldman Sachs predicted that India's GDP in current prices will overtake France and Italy by 2020, Germany, UK and Russia by 2025 and Japan by 2035. By 2035, it was projected to be the third largest economy of the world, behind US and China.
State planning and the mixed economy
After independence, India opted for a centrally planned economy to try to achieve an effective and equitable allocation of national resources and balanced economic development. The process of formulation and direction of the Five-Year Plans is carried out by the Planning Commission, headed by the Prime Minister of India as its chairperson.
India's mixed economy combines features of both capitalist market economy and the socialist planned economy, but has shifted more towards the former over the past decade. The public sector generally covers areas which are deemed too important or not profitable enough to leave to the market, including such services as the railways and postal system. Since independence, there have been phases of nationalizing such areas as banking. More recently, there have been phases of privatizing such sectors.
Currency system

The rupee is the only legal tender accepted in India. The exchange rate as of October 23, 2008 is about 49.79 to a US dollar, 64.01 to a Euro, and 80.45 to a UK pound. The Indian rupee is accepted as legal tender in the neighbouring Nepal and Bhutan, both of which peg their currency to that of the Indian rupee. The rupee is divided into 100 paise. There has been a recent fall in the value of the Rupee as a result of the global financial crisis of 2008, as foreign institutional investors sell large amounts of Indian stocks and invest in US treasury bonds.

Natural resources

India's total cultivable area is 1,269,219 km² (56.78% of total land area), which is decreasing due to constant pressure from an ever growing population and increased urbanization.

India's inland water resources comprising rivers, canals, ponds and lakes and marine resources comprising the east and west coasts of the Indian ocean and other gulfs and bays provide employment to nearly 6 million people in the fisheries sector. In 2008, India had the world's third largest fishing industry.
India's major mineral resources include Coal (fourth-largest reserves in the world), Iron ore, Manganese, Mica, Bauxite, Titanium ore, Chromites, Natural gas, Diamonds, Petroleum, Limestone and Thorium (world's largest along Kerala's shores). India's oil reserves meet 25% of the country's demand.
Rising energy demand concomitant with economic growth has created a perpetual state of energy crunch in India. India is poor in oil resources and is currently heavily dependent on coal and foreign oil imports for its energy needs. Though India is rich in Thorium, but not in Uranium, which it might get access to if a nuclear deal with US comes to fruition. India is rich in certain energy resources which promise significant future potential - clean / renewable energy resources like solar, wind, biofuels.

 Financial institutions

India inherited several institutions, such as the civil services, Reserve Bank of India, railways, etc., from its British rulers. Mumbai serves as the nation's commercial capital, with the Reserve Bank of India (RBI), Bombay Stock Exchange (BSE) and the National Stock Exchange (NSE) located here. The headquarters of many financial institutions are also located in the city.

The RBI, the country's central bank was established on April 1, 1935. It serves as the nation's monetary authority, regulator and supervisor of the financial system, manager of exchange control and as an issuer of currency. The RBI is governed by a central board, headed by a governor who is appointed by the Central government of India. Incorporated in 1992, the National Stock Exchange is one of the largest and most advanced stock markets in India. The NSE is the world's third largest stock exchange in terms of transactions. There are a total of 23 stock exchanges in India, but the BSE and NSE comprise 83% of the volumes.
Banking and finance

The Indian money market is classified into: the organized sector (comprising private, public and foreign owned commercial banks and cooperative banks, together known as scheduled banks); and the unorganized sector (comprising individual or family owned indigenous bankers or money lenders and non-banking financial companies (NBFCs)). The unorganized sector and microcredit are still preferred over traditional banks in rural and sub-urban areas, especially for non-productive purposes.
Prime Minister Indira Gandhi nationalised 14 banks in 1969, followed by six others in 1980, and made it mandatory for banks to provide 40% of their net credit to priority sectors like agriculture, small-scale industry, retail trade, small businesses, etc. to ensure that the banks fulfil their social and developmental goals. Since then, the number of bank branches has increased from 10,120 in 1969 to 98,910 in 2003 and the population covered by a branch decreased from 63,800 to 15,000 during the same period. The total deposits increased 32.6 times between 1971 to 1991 compared to 7 times between 1951 to 1971. 

Since liberalisation, the government has approved significant banking reforms. While some of these relate to nationalised banks (like encouraging mergers, reducing government interference and increasing profitability and competitiveness), other reforms have opened up the banking and insurance sectors to private and foreign players.
Poverty

Large numbers of India's people live in abject poverty. 14.3% of the population earned less than $1 a day in 2005 down from 33.3% in 1990. According to the new World Bank's estimates on poverty based on 2005 data, India has 256 million people, 21.6% of its population, down from 60% in 1981 living below the new international poverty line of $1.25 per day. The World Bank further estimates that 13% of the global poor now reside in India. 

Wealth distribution in India is improving since the liberalization and with the end of the socialist rule. While poverty in India has reduced significantly, official figures estimate that 27.5% of Indians still lived below the national poverty line in 2004-2005. A 2007 report by the state-run National Commission for Enterprises in the Unorganised Sector (NCEUS) found that 65% of Indians, or 750 million people, lived on less than 20 rupees per day with most working in "informal labour sector with no job or social security, living in abject poverty."
Since the early 1950s, successive governments have implemented various schemes, under planning, to alleviate poverty that have met with partial success. In August 2005, the Indian parliament passed the Rural Employment Guarantee Bill, the largest programme of this type in terms of cost and coverage, which promises 100 days of minimum wage employment to every rural household in 200 of India's 600 districts. The question of whether economic reforms have reduced poverty or not has fuelled debates without generating any clear cut answers and has also put political pressure on further economic reforms, especially those involving the downsizing of labour and cutting agricultural subsidies.
External trade and investment

India currently accounts for 1.2% of World trade as of 2006 according to the WTO. India's exports were stagnant for the first 15 years after independence, due to the predominance of tea, jute and cotton manufactures, demand for which was generally inelastic. Imports in the same period consisted predominantly of machinery, equipment and raw materials, due to nascent industrialisation. Since liberalisation, the value of India's international trade has become more broad-based. India's major trading partners are China, the US, the UAE, the UK, Japan and the EU. The exports during April 2007 were $12.31 billion up by 16% and import were $17.68 billion with an increase of 18.06% over the previous year.
India is a founding-member of General Agreement on Tariffs and Trade (GATT) since 1947 and its successor, the World Trade Organization. While participating actively in its general council meetings, India has been crucial in voicing the concerns of the developing world. For instance, India has continued its opposition to the inclusion of such matters as labour and environment issues and other non-tariff barriers into the WTO policies.
 Balance of payments

Since independence, India's balance of payments on its current account has been negative. Since liberalisation in the 1990s (precipitated by a balance of payment crisis), India's exports have been consistently rising, covering 80.3% of its imports in 2002–03, up from 66.2% in 1990–91. Although India is still a net importer, since 1996–97, its overall balance of payments has been positive, largely on account of increased foreign direct investment and deposits from non-resident Indians; until this time, the overall balance was only occasionally positive on account of external assistance and commercial borrowings. As a result, India's foreign currency reserves stood at $285 billion in 2008, which could be used in infrastructural development of the country if used effectively.

India's reliance on external assistance and commercial borrowings has decreased since 1991–92, and since 2002–03, it has gradually been repaying these debts. Declining interest rates and reduced borrowings decreased India's debt service ratio to 4.5% in 2007. In India, External Commercial Borrowings (ECBs) are being permitted by the Government for providing an additional source of funds to Indian corporates. The Ministry of Finance monitors and regulates these borrowings (ECBs) through ECB policy guidelines.
Foreign direct investment in India

India is a preferred destination for foreign direct investments (FDI); India has strengths in information technology and other significant areas such as auto components, chemicals, apparels, pharmaceuticals, and jewellery. Despite a surge in foreign investments, rigid FDI policies resulted in a significant hindrance. However, due to some positive economic reforms aimed at deregulating the economy and stimulating foreign investment, India has positioned itself as one of the front-runners of the rapidly growing Asia Pacific Region. India has a large pool of skilled managerial and technical expertise. The size of the middle-class population stands at 50 million and represents a growing consumer market.
India's recently liberalized FDI policy (2005) allows up to a 100% FDI stake in ventures. Industrial policy reforms have substantially reduced industrial licensing requirements, removed restrictions on expansion and facilitated easy access to foreign technology and foreign direct investment FDI. The upward moving growth curve of the real-estate sector owes some credit to a booming economy and liberalized FDI regime. In March 2005, the government amended the rules to allow 100 per cent FDI in the construction business. This automatic route has been permitted in townships, housing, built-up infrastructure and construction development projects including housing, commercial premises, hotels, resorts, hospitals, educational institutions, recreational facilities, and city- and regional-level infrastructure.

A number of changes were approved on the FDI policy to remove the caps in most sectors. Fields which require relaxation in FDI restrictions include civil aviation, construction development, industrial parks, petroleum and natural gas, commodity exchanges, credit-information services and mining. But this still leaves an unfinished agenda of permitting greater foreign investment in politically sensitive areas such as insurance and retailing. FDI inflows into India reached a record US$19.5bn in fiscal year 2006/07 (April-March), according to the government's Secretariat for Industrial Assistance. This was more than double the total of US$7.8bn in the previous fiscal year. The FDI inflow for 2007-08 has been reported as $24bn and for 2008-09, it is expected to be above $35 billion. A critical factor in determining India's continued economic growth and realizing the potential to be an economic superpower is going to depend on how the government can create incentives for FDI flow across a large number of sectors in India.
Practice
Exercise 1. Answer the questions to the text
1. In what way has India’s economic approach changed since the early 1990s? 

2. What periods can be found in India’s economic history?

3. What features does India’s mixed economy combine?

4. What is the Indian national currency?

5. Is India rich in natural resources?  What are they?

6. Describe the sectors which the Indian money market can be classified into.

7. Is India attractive for foreign investment? Give your reasons.
Exercise 2. Find synonyms in the text for the following words and phrases
1. developing economy
2. to predict

3. the beginning of the new era

4. trade, commerce

5. results, consequences

6. quick and sudden growth

7. slowdown, recession

8. considered

9. carry out, implement

10. outer help

11. financial year

Exercise 3. Match the words and phrases (1-15) to their definitions (a-o)
	1. GDP 
	a. The practice of using workers from outside the company

	2. Inflation
	b. The industries and services in a country that are owned and run by the government

	3. Workforce
	c. The length of time that a person or an animal is expected to live

	4. Outsourcing
	d. The total value of all goods and services produced in a country in one year, except for income from abroad

	5. Private sector
	e. The industries and services in a country that are owned and run by a private companies, and not by the state or the government

	6. Taxation
	f. The system of charging taxes

	7. Public sector
	g. The process of making a system, laws or moral attitudes less strict

	8. Incumbent
	h. Money that is paid by a government or organization to make the prices lower, reduce the cost of producing goods, etc.

	9. Life expectancy
	i. The system or type of money that a particular country uses

	10. Currency
	j. A continuing increase in prices or the rate at which prices increase

	11. Crunch
	k. Someone in an official position, especially a political one

	12. Liberalization
	l. All the people who work in a particular country, industry, organization, etc.

	13. Abject
	m. The difference between what a country spends in order to buy goods and services abroad, and the money it earns selling goods and services abroad

	14. Subsidy
	n. A difficult situation caused by the lack of money

	15. Balance of payments
	o. Extreme, utter


Exercise 4. Choose the appropriate word from the box below to fill in the gaps in following sentences
	Reducing   abject    tender    partners    setbacks    payments    reliance    distribution    poverty    industrialization     emerging     superpower    destination    headquarters   


1. India recorded a GDP growth rate of 9.1 % for the fiscal year 2007-2008 which makes it the second fastest big ........ economy, after China, in the world.
2. Since the early 1990s, India has gradually opened up its markets through economic reforms by ........ government controls over foreign trade and investment.
3. ……… remains a serious problem, although it has declined significantly since independence.
4. India’s colonization by the British coincided with major changes in the world economy – ............  and significant growth in production and trade.
5. Since 1990 India has emerged as one of the wealthiest economies in the developing world; during this period, the economy has grown constantly, but with a few major ..........
6. The rupee is the only legal ........ accepted in India.
7. The ............ of many financial institutions are located in Mumbai.

8. Large numbers of India's people live in ........  poverty.
9. Wealth ........ in India is improving since the liberalization and with the end of the socialist rule.
10. India's major trading ........ are China, the US, the UAE, the UK, Japan and the EU.
11. Although India is still a net importer, since 1996–97, its overall balance of ........... has been positive.
12. India's ........... on external assistance and commercial borrowings has decreased since 1991–92, and since 2002–03, it has gradually been repaying its debts.
13. A critical factor in determining India's continued economic growth and realizing the potential to be an economic ........ is going to depend on how the government can create incentives for FDI flow across a large number of sectors in India.

14. India is a preferred ............ for foreign direct investments (FDI).

Exercise 5. Look up the following phrases in a dictionary and find out what they mean

· Indian corn

· Indian file

· Indian giver

· Indian ink

· Indian summer

· Indian wrestling

· India rubber

Unit 2
The National Economy of Russia
Information box
	Currency
	Russian ruble (RUB)

	GDP
	$2.076 trillion (2007 est.)

	GDP growth
	8.1% (2007 est.)

	GDP by sector
	agriculture 4.6%, industry 39.1%, services 56.3% (2007 est.)

	Inflation
	11.9% (2007 est.)

	Population below poverty line
	15.8% (2007 est.)

	Labour force
	75.1 million (2007 est.)

	Labour force by occupation
	agriculture 10.8%, industry 21.9%, services 60.1% (2005 est.)

	Unemployment
	5.9% (2007)

	Exports
	$365 billion (2007 est.)

	Main export partners
	Netherlands 12.3%, Germany 8.4%, Italy 8.6%, the People's Republic of China 5.4%, Ukraine 5.1%, Turkey 4.9%, Switzerland 4.1% (2006)

	Imports
	$260.4 billion (2007 est.)

	Main import partners
	Germany 13.9%, the People's Republic of China 9.7%, Ukraine 7%, Japan 5.9%, South Korea 5.1%, United States 4.8%, France 4.4%, Italy 4.3% (2006)


The National Economy of Russia
Historical background
For about 60 years, the Russian economy and that of the rest of the Soviet Union operated on the basis of a centrally planned economy, viz. state control over virtually all means of production and over investment, production, and consumption decisions throughout the economy. Economic policy was made according to directives from the Communist Party, which controlled all aspects of economic activity. The central planning system left a number of legacies with which the Russian economy must deal in its transition to a market economy.
Much of the structure of the Soviet economy that operated until 1987 originated under the leadership of Joseph Stalin, with only incidental modifications made between 1953 and 1987. Five-year plan and annual plans were the chief mechanisms the Soviet government used to translate economic policies into programs. According to those policies, the State Planning Committee (Gosudarstvennyy planovyy komitet—Gosplan) formulated countrywide output targets for stipulated planning periods. Regional planning bodies then refined these targets for economic units such as state industrial enterprises and state farms and collective farms, each of which had its own specific output plan. Central planning operated on the assumption that if each unit met or exceeded its plan, then demand and supply would balance.
The government's role was to ensure that the plans were fulfilled. Responsibility for production flowed from the top down. At the national level, some seventy government ministries and state committees, each responsible for a production sector or subsector, supervised the economic production activities of units within their areas of responsibility. Regional ministerial bodies reported to the national-level ministries and controlled economic units in their respective geographical areas.
The plans incorporated output targets for raw materials and intermediate goods as well as final goods and services. In theory, but not in practice, the central planning system ensured a balance among the sectors throughout the economy. Under central planning, the state performed the allocation functions that prices perform in a market system. In the Soviet economy, prices were an accounting mechanism only. The government established prices for all goods and services based on the role of the product in the plan and on other noneconomic criteria. This pricing system produced anomalies. For example, the price of bread, a traditional staple of the Russian diet, was below the cost of the wheat used to produce it. In some cases, farmers fed their livestock bread rather than grain because bread cost less. In another example, rental fees for apartments were set very low to achieve social equity, yet housing was in extremely short supply. Soviet industries obtained raw materials such as oil, natural gas, and coal at prices below world market levels, encouraging waste.
The central planning system allowed Soviet leaders to marshal resources quickly in times of crisis, such as the Nazi invasion, and to reindustrialize the country during the postwar period. The rapid development of its defence and industrial base after the war permitted the Soviet Union to become a superpower.
The record of Russian economic reform through the mid-1990s was mixed. The attempts and failures of reformers during the era of perestroika (restructuring) in the regime of Mikhail Gorbachev (in office 1985-91) attested to the complexity of the challenge. After 1991, under the leadership of Boris Yeltsin, the country made a significant turn toward developing a market economy by implanting basic tenets such as market-determined prices. Critical elements such as privatization of state enterprises and extensive foreign investment were rushed into place in the first few years of the post-Soviet period. But other fundamental parts of the economic infrastructure, such as commercial banking and authoritative, comprehensive commercial laws, were absent or only partly in place by 1996. Although by the mid-1990s a return to Soviet-era central planning seemed unlikely, the configuration of the post-transition economy remained unpredictable.
Although the market now determines most prices, the Government (Russia's cabinet) still fixes prices on some goods and services, such as utilities and energy.
According to official Russian data, in 1994 the national gross domestic product (GDP) was 604 trillion roubles (about US$207 billion according to the 1994 exchange rate), or about 4% of the United States GDP for that year. But this figure underestimates the size of the Russian economy. Adjusted by a purchasing-power parity formula to account for the lower cost of living in Russia, the 1994 Russian GDP was about US$678 billion, making the Russian economy approximately 10% of the United States economy. In 1994 the adjusted Russian GDP was US$4,573 per capita, approximately 19% of that of the United States. A second important measurement factor is the extremely active so-called shadow economy, which yields no taxes or government statistics but which a 1996 government report quantified as accounting for about 51% of the economy and 40% of its cash turnover.
Recovery
The Russian economy underwent tremendous stress as it moved from a centrally planned economy to a free market system. Difficulties in implementing fiscal reforms aimed at raising government revenues and a dependence on short-term borrowing to finance budget deficits led to a serious financial crisis in 1998. Lower prices for Russia's major export earners (oil and minerals) and a loss of investor confidence due to the Asian financial crisis exacerbated financial problems. The result was a rapid decline in the value of the rouble, flight of foreign investment, delayed payments on sovereign and private debts, a breakdown of commercial transactions through the banking system, and the threat of runaway inflation.
Russia, however, appears to have weathered the crisis relatively well. As of 2007 real GDP increased by the highest percentage since the fall of the Soviet Union at 8.1%, the rouble remains stable, inflation has been moderate, and investment began to increase again. In 2007 the World Bank declared that the Russian economy had achieved "unprecedented macroeconomic stability". Russia is making progress in meeting its foreign debts obligations. During 2000-01, Russia not only met its external debt services but also made large advance repayments of principal on IMF loans but also built up Central Bank reserves with government budget, trade, and current account surpluses. The FY 2002 Russian Government budget assumes payment of roughly $14 billion in official debt service payments falling due. Large current account surpluses have brought a rapid appreciation of the rouble over the past several years. This has meant that Russia has given back much of the terms-of-trade advantage that it gained when the rouble fell by 60% during the debt crisis. Oil and gas dominate Russian exports, so Russia remains highly dependent upon the price of energy. Loan and deposit rates at or below the inflation rate inhibit the growth of the banking system and make the allocation of capital and risk much less efficient than it would be otherwise.
In 2003, the debt has risen to $19 billion due to higher Ministry of Finance and Eurobond payments. However, $1 billion of this has been prepaid, and some of the private sector debt may already have been repurchased. Russia continues to explore debt swap/exchange opportunities.
In the June 2002 G8 Summit, leaders of the eight nations signed a statement agreeing to explore cancellation of some of Russia's old Soviet debt to use the savings for safeguarding materials in Russia that could be used by terrorists. Under the proposed deal, $10 billion would come from the United States and $10 billion from other G-8 countries over 10 years.
Putin years
Under the Putin administration, Russia's economy saw the nominal Gross Domestic Product (GDP) increase 6 fold, climbing from 22nd to 11th largest in the world. The economy made real gains of an average 7% per year (2000: 10%, 2001: 5.7%, 2002: 4.9%, 2003: 7.3%, 2004: 7.1%, 2005: 6.5%, 2006: 6.7%, 2007: 8.1%), making it the 7th largest economy in the world in purchasing power. In 2007, Russia's GDP exceeded that of 1990, meaning it has overcome the devastating consequences of the 1998 financial crisis and preceding recession in the 1990s.
During Putin's eight years in office, industry grew by 75%, investments increased by 125%, and agricultural production and construction increased as well. Real incomes more than doubled and the average salary increased eightfold from $80 to $640. The volume of consumer credit between 2000–2006 increased 45 times, and during that same time period, the middle class grew from 8 million to 55 million, an increase of 7 times. The number of people living below the poverty line also decreased from 30% in 2000 to 14% in 2008.
Inflation remained a problem however, as the government failed to contain the growth of prices. Between 1999–2007 inflation was kept at the forecast ceiling only twice, and in 2007 the inflation exceeded that of 2006, continuing an upward trend at the beginning of 2008.
The Russian economy is still commodity-driven despite its growth. Payments from the fuel and energy sector in the form of customs duties and taxes accounted for nearly half of the federal budget's revenues. The large majority of Russia's exports are made up by raw materials and fertilizers, although exports as a whole accounted for only 8.7% of the GDP in 2007, compared to 20% in 2000.
There is also a growing gap between rich and poor in Russia. Between 2000–2007 the incomes of the rich grew from approximately 14 times to 17 times larger than the incomes of the poor. The income differentiation ratio shows that the 10% of Russia's rich live increasingly better than the 10% of the poor, amongst whom are mostly pensioners and unskilled workers in depressive regions.
Post Putin Years

The Russian economy is on much firmer ground now but instead of resting on their laurels the Russian government is determined to make Russia a modern first world economy. After attaining broad macro economic stability and high growth likely to exceed both India and China in 2008 as per the IMF, the focus is now on using the oil windfall to build and modernize infrastructure and create an environment conducive to business, particularly the non commodities exports.
Arms sales have increased to the point where Russia is first in the world in sale of weapons, the IT industry has recorded a record year of growth concentrating on high end niches like algorithm design and microelectronics, while leaving the lesser end work to India and China; Russia is now the world's third biggest destination for outsourcing software behind India and China. The IT market is one of the most dynamic sectors of the Russian economy. Russian software exports have risen from just $120 million in 2000 to $1.5 billion in 2006. Since the year 2000 the IT market has demonstrated growth rates of 30-40 percent a year, growing by 54% in 2006 alone. The biggest sector in terms of revenue is system and network integration, which accounts for 28.3% of the total market revenues. Meanwhile the fastest growing segment of the IT market is offshore programming. The industry of software development outsourcing crossed the mark of $1 billion of total revenues in 2005 and reached $1.8 billion in 2006. Market analysts predict this indicator to increase tenfold by 2010. Currently Russia controls 3 percent of the offshore software development market and is the third leading country (after India and China) among software exporters. 
Natural resources
The mineral-packed Ural Mountains and the vast oil, gas, coal, and timber reserves of Siberia and the Russian Far East make Russia rich in natural resources. However, most such resources are located in remote and climatically unfavourable areas that are difficult to develop and far from Russian ports. Oil and gas exports continue to be the main source of hard currency. Russia is a leading producer and exporter of minerals, gold, and all major fuels. The Russian fishing industry is the world's fourth-largest, behind Japan, the United States, and China. Natural resources, especially energy, dominate Russian exports. Ninety percent of Russian exports to the United States are minerals or other raw materials.
Under the Federal Law "On Continental Shelf Development" upon proposal from the federal agency managing the state fund of mineral resources or its territorial offices the Russian government approves the list of some sections of the mineral resources that are passed for development without any contests and auctions, some sections of federal importance of the Russian continental shelf, some sections of the mineral resources of federal importance that are situated in Russia and stretch out on its continental shelf, some gas deposits of federal importance that are handed over for prospecting and developing the mineral resources under a joint license. The Russian government is also empowered to decide on the handover of the foresaid sections of the mineral resources for development without any contests and auctions.
Industry
Russia is one of the most industrialized of the former Soviet republics. However, years of very low investment have left much of Russian industry antiquated and highly inefficient. Besides its resource-based industries, it has developed large manufacturing capacities, notably in machinery. Russia inherited most of the defence industrial base of the Soviet Union, so armaments are the single-largest manufactured goods export category for Russia. Efforts have been made with varying success over the past few years to convert defence industries to civilian use.
Agriculture
Russia comprises roughly three-quarters of the territory of the former Soviet Union but has relatively little area suited for agriculture because of its arid climate and inconsistent rainfall. Northern areas concentrate mainly on livestock, and the southern parts and western Siberia produce grain. Restructuring of former state farms has been an extremely slow process. The new land code passed by the Duma in 2002 should speed restructuring and attract new domestic investment to Russian agriculture. Private farms and garden plots of individuals account for over one-half of all agricultural production.
Trade
In 1999, exports were up slightly, while imports slumped by 30.5%. As a consequence, the trade surplus ballooned to $33.2 billion, more than double the previous year's level. In 2001, the trend shifted, as exports declined while imports increased. World prices continue to have a major effect on export performance, since commodities, particularly oil, natural gas, metals, and timber comprise 80% of Russian exports. Ferrous metals exports suffered the most in 2001, declining 7.5%. On the import side, steel and grains dropped by 11% and 61%, respectively.
Most analysts predicted that these trade trends would continue to some extent in 2002. In the first quarter of 2002, import expenditures were up 12%, increased by goods and a rapid rise of travel expenditure. The combination of import duties, a 20% value-added tax and excise taxes on imported goods (especially automobiles, alcoholic beverages, and aircraft) and an import licensing regime for alcohol still restrain demand for imports. Frequent and unpredictable changes in customs regulations also have created problems for foreign and domestic traders and investors. In March 2002, Russia placed a ban on poultry from the United States. In the first quarter of 2002, exports were down 10% as falling income from goods exports was partly compensated for by rising services exports, a trend since 2000. The trade surplus decreased to $7 billion from well over $11 billion the same period last year. Foreign trade rose 34% to $151.5 billion in the first half of 2005, mainly due to the increase in oil and gas prices which now form 64% of all exports by value. Trade with CIS countries is up 13.2% to $23.3 billion. Trade with the EU forms 52.9%, with the CIS 15.4%, Eurasian Economic Community 7.8% and Asia-Pacific Economic Community 15.9%.
Trade volume between China and Russia reached $29.1 billion in 2005, an increase of 37.1% compared with 2004. China’s export of machinery and electronic goods to Russia grew 70%, which is 24% of China’s total export to Russia in the first 11 months of 2005. During the same time, China’s export of high-tech products to Russia increased by 58%, and that is 7% of China’s total exports to Russia. Also in this time period border trade between the two countries reached $5.13 billion, growing 35% and accounting for nearly 20% of the total trade. Most of China’s exports to Russia remain apparel and footwear. Russia is China’s eighth largest trade partner and China is now Russia’s fourth largest trade partner. China now has over 750 investment projects in Russia, involving $1.05 billion. China’s contracted investment in Russia totalled $368 million during January-September 2005, twice that in 2004. Chinese imports from Russia are mainly those of energy sources, such as crude oil, which is mostly transported by rail, and electricity exports from neighbouring Siberian and Far Eastern regions. In the near future, exports of both of these commodities are set to increase, as Russia is building the Eastern Siberia – Pacific Ocean oil pipeline with a branch to Chinese border, and Russian power grid monopoly UES is building some of its hydropower stations with a view of future exports to China.

Practice

Exercise 1. Answer the questions
1. What is a “five-year plan” if we look back on the Soviet economy?

2. Was the pricing system of the Soviet Union proper?

3. Was it difficult for Russia to move from a centrally planned economy to a free market system? Give your grounds.

4. What changes brought Putin’s eight years in office to Russia’s economy?

5. What is the Russian government focused on today?

6. Is Russia rich in natural resources? What are they?  Are they easy to extract?

7. What do you know about the trade relations between Russia and China?

8. Is Russian IT market a fast growing sector of the economy? Prove it.

Exercise 2. Find synonyms in the text for the following words
1. Inconsequence, inconsistency

2. To organize

3. To confirm

4. Intricacy

5. Defiance, summons

6. Colossal

7. To reinforce

8. To persist

9. Consumption

10. Creed

Exercise 3. Match the words on the right with the words on the left
1. output                                               a. infrastructure

2. allocation                                          b. crisis

3. accounting                                        c. targets

4. social                                                d. mechanism

5. to marshal                                         e. investments

6. challenge                                           f. materials

7. economic                                           g. complexity

8. extensive                                           h. functions

9. to weather                                          i. equity

10. to safeguard .                                      j. resources

Make up sentences of your own using the word combinations above.

Exercise 4. Choose the appropriate word from the lines below to fill in the gaps in following sentences
	currency  consumption  surplus  privatization   export  revenue  income  transition 

	output   deficit  


1. Studies of  ……..  investigate how and why society and individuals consume goods and services, and how this affects society and human relationships.

2. ……….  economies undergo economic liberalization (letting market forces set prices and lowering trade barriers), macroeconomic stabilization where immediate high inflation is brought under control, and restructuring and ………  in order to create a financial sector and move from public to private ownership of resources. 
3. Gross agricultural ……. is much bigger the it was last year.
4. A budget  ……… occurs when an entity (often a government) spends more money than it takes in.
5.  Russia had a national budget …….. of 3,400 billion rubles ($1.6 billion) in the first nine months of 2008, the Ministry of Finance told

6. Some commodities require a license in order to ……….
7. ……… is important to investors because they give an indication of the company's expected future dividends and its potential for growth and capital appreciation.
8. Some companies also receive ……..  from interest, dividends or royalties paid to them by other companies.
9. In cases where a country doesn’t  have control of its own …….., that control is exercised either by a central bank or by a Ministry of Finance.
Unit 3
The National Economy of Brazil

Information box
	Currency
	Brazilian real (BRL, R$)

	GDP
	US$ 1.994 trillion (2008)

	GDP growth
	6.3% (2nd Quarter 2008)

	GDP by sector
	agriculture5.5% industry 28.7% services 65,8% (2007)

	Inflation
	4.46% (2007)

	Population below poverty line
	14.0% (2008)

	Labour force
	101.77 million (2008 est.)

	Unemployment
	7.6% (2008)

	Main industries
	iron ore, coal; machine building; armaments; textiles and apparel; petroleum; cement; chemicals; fertilizers; consumer products, including footwear, toys, and electronics; food processing; transportation equipment, including automobiles, rail cars and locomotives, ships, and aircraft; electronics; telecommunications equipment, commercial space launch vehicles, satellites, real state, brewing, tourism 

	Exports
	US$ 218.6 billions (2008)

	Export goods
	transport equipment, iron ore, soybeans, footwear, coffee, autos, automotive parts, machinery

	Main export partners
	United States 15.8%, Argentina 9.9%, China 7.9%, Netherlands 5.4%, Germany 4.7% (2008)

	Imports
	US$ 145.7 billion (2008)

	Import goods
	machinery, electrical and transport equipment, chemical products, oil, automotive parts, electronics

	Main import partners
	United States 11.9%, China 10.6%, Argentina 9,0%, Germany 7,5%, Nigeria 4.5%, Japan 4.0% (2008)


The National Economy of Brazil
Brazil has a moderate free market and export-oriented economy. Measured nominally, its gross domestic product surpasses a trillion dollars, the tenth in the world and the second in the Americas; measured by purchasing power parity, $1.9 trillion, making it the eighth largest economy in the world and the second largest in the Americas, after the United States. In Reals (Brazilian currency), its GDP is estimated at R$2.6 trillion reals in 2007.

Its nominal per capita GDP has surpassed US$10,500 in 2008, due to the strong and continued growth in GDP over the last decade. Its industrial sector accounts for one third of the Latin American economy's industrial production. The country’s scientific and technological development is argued to be attractive to foreign direct investment, which has averaged US$35 billion per year the last years, compared to only US$2 billion/year last decade, thus showing a remarkable growth. The agricultural sector, locally called the agronegócio sector, has also been remarkably dynamic: for two decades this sector has kept Brazil amongst the most highly productive countries in areas related to the rural sector. The agricultural sector and the mining sector also supported trade surpluses which allowed for massive currency gains (rebound) and external debt paydown.

Brazil is a member of diverse economic organizations, such as Mercosur, SACN, G8+5, G20 and the Cairns Group. Its trade partners number in the hundreds, with 80% of exports mostly of manufactured or semi manufactured goods. Brazil's main trade partners are: the EEC (26% of trade), Mercosur and Latin America (25%), Asia (16%), the United States (14.3%), and others (18.7%).

The owner of a sophisticated technological sector, Brazil develops projects that range from submarines to aircraft and is involved in space research: the country possesses a satellite launching centre and was the only country in the Southern Hemisphere to integrate the team responsible for the construction of the International Space Station (ISS). It is also a pioneer in many fields, including ethanol production.

Brazil is also a pioneer in the fields of deep water oil research from where 73% of its reserves are extracted. According to government statistics, Brazil was the first capitalist country to bring together the ten largest car assembly companies inside its national territory.

History
When the Portuguese explorers arrived in the 15th century, the native tribes of current-day Brazil, totalling about 2.5 million people, had lived virtually unchanged since the Stone Age. From Portugal's colonisation of Brazil (1500-1822) until the late 1930s, the market elements of the Brazilian economy relied on the production of primary products for exports. Within the Portuguese Empire, Brazil was a colony subjected to an imperial mercantile policy, which had two main large-scale economic production cycles - sugar and gold. The economy of Brazil was heavily dependent on African slave labour until the late 19th century (about 3 million imported African slaves in total). Since then, Brazil experienced a period of strong economic and demographic growth accompanied by mass immigration from Europe (mainly from Portugal, Italy, Spain and Germany) until the 1930s. In the Americas, the United States, Argentina and Brazil (in descending order) were the countries that received most immigrants. In Brazil's case, statistics show that 4.5 million people immigrated to the country between 1882 and 1934.

Currently, with a population of 190 million and abundant natural resources, Brazil is one of the ten largest markets in the world, producing tons of steel, 26 million tons of cement, 3.5 million television sets, and 3 million refrigerators. In addition, about 70 million cubic meters of petroleum were being processed annually into fuels, lubricants, propane gas, and a wide range of petrochemicals. Furthermore, Brazil has at least 161,500 kilometres of paved roads and more than 63 million megawatts of installed electric power capacity.

Its nominal per capita GDP has surpassed US$10,500 in 2008, due to the strong and continued appreciation of the real for the first time this decade. Its industrial sector accounts for three fifths of the Latin American economy's industrial production. 

Agriculture and food production
A performance that puts agribusiness in a position of distinction in terms of Brazil’s trade balance, in spite of trade barriers and subsidizing policies adopted by the developed countries.

In the space of fifty five years (1950 to 2008), the population of Brazil grew by 51 million to approximately 187 million inhabitants, an increase of over 2% per year. In order to meet this demand, it was necessary to take the development of cattle and crop raising activities a step further. Since then, an authentic green revolution has taken place, allowing the country to create and expand a complex agribusiness sector. However, some of this is at the expense of the environment, including the Amazon.

The importance given to the rural producer takes place in the shape of the Agricultural and Cattle-raising Plan and through another specific program geared towards family agriculture (Pronaf), which guarantee financing for equipment and cultivation and encourage the use of new technology, as shown by the use of agricultural land zoning. With regards to family agriculture, over 800 thousand rural inhabitants are assisted by credit, research and extension programs. The special line of credit for women and young farmers is an innovation worth mentioning, providing an incentive towards the entrepreneurial spirit.

With The Land Reform Program, on the other hand, the country’s objective is to provide suitable living and working conditions for over one million families who live in areas allotted by the State, an initiative capable of generating two million jobs. Through partnerships, public policies and international partnerships, the government is working towards the guarantee of an infrastructure for the settlements, following the examples of schools and health outlets. The idea is that access to land represents just the first step towards the implementation of a quality land reform program.

Over 600,000 km² of land are divided into approximately five thousand areas of rural property; an agricultural area currently with three borders: the Central-Western region (savannah), the Northern region (area of transition) and parts of the North-Eastern region (semi-arid). At the forefront of grain crops, which produce over 110 million tonnes/year, is the soybean, yielding 50 million tonnes.

In the bovine cattle-raising sector, the “green ox”, which is raised in pastures, on a diet of hay and mineral salts, conquered markets in Asia, Europe and the Americas, particularly after the “mad cow disease” scare period. Brazil has the largest cattle herd in the world, with 198 million heads, responsible for exports surpassing the mark of US$ 1 billion/year.

A pioneer and leader in the manufacture of short-fibre timber cellulose, Brazil has also achieved positive results within the packaging sector, in which it is the fifth largest world producer. In the foreign markets, it answers for 25% of global exports of raw cane and refined sugar; it is the world leader in soybean exports and is responsible for 80% of the planet’s orange juice, and since 2003, has had the highest sales figures for beef and chicken, among the countries that deal in this sector.

Industry
Brazil has the second most advanced industrial sector in the Americas. Accounting for one-third of GDP, Brazil's diverse industries range from automobiles, steel and petrochemicals to computers, aircraft, and consumer durables. With increased economic stability provided by the Plano Real, Brazilian and multinational businesses have invested heavily in new equipment and technology, a large proportion of which has been purchased from U.S. firms.

Brazil has a diverse and sophisticated services industry as well. During the early 1990s, the banking sector accounted for as much as 16% of the GDP. Although undergoing a major overhaul, Brazil's financial services industry provides local businesses with a wide range of products and is attracting numerous new entrants, including U.S. financial firms. The São Paulo and Rio de Janeiro stock exchanges are undergoing a consolidation and the previously monopolistic reinsurance sector is being opened up to third party companies.

Proven mineral resources are extensive. Large iron and manganese reserves are important sources of industrial raw materials and export earnings. Deposits of nickel, tin, chromite, uranium, bauxite, beryllium, copper, lead, tungsten, zinc, gold, and other minerals are exploited. High-quality cooking-grade coal required in the steel industry is in short supply.

Sustainable growth
After having been discovered in 1500, it was only in 1808 that Brazil obtained a permit from the Portuguese colonial government to set up its first factories and manufacturers. It was a long road to reach the position of 8th largest economy in the world. If at the beginning the export list was basically raw and primitive goods, such as sugar, rubber and gold, today 84% of exports consists of manufactured and semi-manufactured products.

The period of great economic transformation and growth occurred between 1875 and 1975.

In the last decade, domestic production increased by 32.3% and agribusiness (agriculture and cattle-raising), which grew by 47% or 3.6% per year, was the most dynamic sector – even after having weathered international crises that demanded constant adjustments to the Brazilian economy.

 Control and reform
Among measures recently adopted in order to balance the economy, Brazil carried out reforms to its Social security (state and retirement pensions) and Tax systems. These changes brought with them a noteworthy addition: a Law of Fiscal Responsibility which controls public expenditure by the Executive Branches at federal, state and municipal levels. At the same time, investments were made towards administration efficiency and policies were created to encourage exports, industry and trade, thus creating “windows of opportunity” for local and international investors and producers.

With these alterations in place, Brazil has reduced its vulnerability: it not imports the oil it consumes; it has halved its domestic debt through exchange rate-linked certificates and has seen exports grow, on average, by 20% a year. The exchange rate does not put pressure on the industrial sector or inflation – at 4% a year -, and does away with the possibility of a liquidity crisis. As a result, the country, after 12 years, has achieved a positive balance in the accounts which measure exports/imports, plus interest payments, services and overseas payment.

Consistent policies
Support for the productive sector has been simplified at all levels; active and independent, Congress and the Judiciary Branch carry out the evaluation of rules and regulations. Among the main measures taken to stimulate the economy are the reduction of up to 30% on Manufactured Products Tax (IPI), and the investment of $ 8 billion on road cargo transportation fleets, thus improving distribution logistics. Further resources guarantee the propagation of business and information telecentres.

The Policy for Industry, Technology and Foreign Trade, at the forefront of this sector, for its part, invests $ 19.5 billion in specific sectors, following the example of the software and semiconductor, pharmaceutical and medicine product, and capital goods sectors.

Practice
Exercise 1. Match the words and phrases from the box to their definitions (a-i)
	Stock exchange, inflation, trade surplus, trade balance, trade barrier, GDP, investment, public expenditure, interest


a. The total lmarket value of all final goods and services produced in a country in a given year, equal to total consumer, investment and government spending, plus the value of exports, minus the value of imports.

b. In finance, the purchase of a financial product or other item of value with an expectation of favorable future returns.

c. The difference between the monetary value of exports and imports in an economy over a certain period of time.

d. A positive balance of trade, i.e. exports exceed imports, opposite of trade deficit.

e. Any government policy or regulation that restricts international trade

f. An exchange on which shares of stock and common stock equivalents are bought and sold.

g. Spending by the government of a country on things such as pension provision and infrastructure enhancement

h. The overall general upward price movement of goods and services in an economy, usually as measured by the Consumer Price Index and the Producer Price Index.

i. The fee charged by a lender to a borrower for the use of borrowed money, usually expressed as an annual percentage of the principal

Exercise 2. Answer the questions
1. How can you characterize the modern state of Brazilian economy?

2. What facts from the economic history of Brazil do you know?

3. Is the agricultural sector of Brazilian economy successful? Give your grounds.

4. What is family agriculture?

5. What is Brazilian industry based on?

6. Is Brazil rich in mineral resources? What are they?

7. What place among world economies does Brazil occupy?

8. What measures have been adopted recently in order to balance the economy of Brazil?

Exercise 3. Find synonyms in the text for the following words
1. Temperate

2. Outstanding

3. Active, energetic

4. Clan

5. Prevalent

6. Manufacture

7. To help

8. To invent

9. To change

Exercise 4. Match the words on the right to the words on the left

1. extension                            a. balance

2. international                        b. program

3. trade                                    c. statistics

4. direct                                   d. partnership 

5. debt                                     e. growth

6. remarkable                          f. gains

7. currency                              g. pay down

8. entrepreneurial                    h. property

9. rural                                     i. spirit

10. government                          j. investment

Make up sentences of your own using the word combinations above.

Unit 4
The National Economy of the People's Republic of China

Information box

	Currency
	 yuan (CNY); also referred to as the Renminbi (RMB) 

	GDP
	 (2007) $7.15 trillion (ranked 2nd) 

	GDP by sector
	 (2006) agriculture (primary) (11.7%) industry (secondary) (48.9%)services (tertiary) (39.3%)

	Inflation rate
	 4.9% (2007 )

	Population below poverty line
	 (2004) 10% 

	Labor force
	 (2006) 795.3 million 

	Labor force by occupation
	 (2005) agriculture (45%), industry (24%), services (31%) 

	Unemployment rate
	 (2006) 4.3% (official); 13% (unofficial) 

	Main industries
	 mining and ore processing, iron, steel, aluminum, and other metals, coal; machine building; armaments; textiles and apparel; petroleum; cement; chemicals; fertilizers; consumer products, including footwear, toys, and electronics; food processing; transportation equipment, including automobiles, rail cars and locomotives, ships, and aircraft; telecommunications equipment, commercial space launch vehicles, satellites 

	Natural resources
	 Coal, iron ore, crude oil, mercury, tin, tungsten, antimony, manganese, molybdenum, vanadium, magnetite, aluminum, lead, zinc, uranium, hydropower potential (world's largest) 

	Main destinations of exports
	 (2006) US 21%, Hong Kong 16%, Japan 9.5%, South Korea 4.6%, Germany 4.2%, Netherlands 3.2%, UK 2.5%, Singapore 2.4% 

	Main origins of imports
	 (2006) Japan 14.6%, South Korea 11.3%, Taiwan 10.9%, US 7.5%, Germany 4.8%, Malaysia 3.0%, Australia 2.4%, Thailand 2.3%


The National Economy of China
China has the third largest economy in the world after the United States and Japan with a nominal GDP of US$3.7 trillion (2008) when measured in exchange-rate terms. It has the world's second largest economy with a GDP of over $7.1 trillion (2007) when measured on a purchasing power parity (PPP) basis. China is the fastest growing major economy in the world contributing the most to global growth in 2007. Since free market reforms in 1978 China's GDP has grown an average 9.9 percent a year. China's per capita income has grown at an average annual rate of more than 8% over the last three decades, drastically reducing poverty, but this rapid growth has been accompanied by rising income inequalities. The country's per capita income is classified as in the lower middle category by world standards, at about $2,000 (nominal, 107th of 179 countries/economies), and $7,800 (PPP, 82nd of 179 countries/economies) in 2006, according to the International Monetary Fund.

Since the late 1970s and early 1980s, the economic reforms initially began with the shift of farming work to a system of household responsibility to start the phase out of collectivized agriculture, and later expanded to include the gradual liberalization  of prices; fiscal decentralization; increased autonomy for state enterprises that increased the authority of local government officials and plant managers in industry thereby permitting a wide variety of private enterprise in services and light manufacturing; the foundation of a diversified banking system; the development of stock markets; the rapid growth of the non-state sector, and the opening of the economy to increased foreign trade and foreign investment. China has generally implemented reforms in a gradualist fashion, including the sale of equity in China's largest state banks to foreign investors and refinements in foreign exchange and bond markets in mid-2000s. As its role in world trade has steadily grown, its importance to the international economy has also increased apace. China's foreign trade has grown faster than its GDP for the past 25 years. As of 2007, most of China's growth came from the private sector instead of exports. Particularly the smaller public sector, which was dominated by about 200 large state enterprises concentrated mostly in utilities, heavy industries, and energy resources.

China has emphasized raising personal income and consumption and introducing new management systems to help increase productivity. The government has also focused on foreign trade as a major vehicle for economic growth. China's GDP has increased tenfold since 1978, largely due to economic reforms including liberalization of their economy.  Some economists believe that Chinese economic growth has been in fact understated during much of the 1990s and early 2000s, failing to fully factor in the growth driven by the private sector and that the extent at which China is dependent on exports is exaggerated. Nevertheless, key bottlenecks continue to constrain growth. Available energy is insufficient to run at fully-installed industrial capacity, the transport system is inadequate to move sufficient quantities of such critical items as coal, and the communications system cannot yet fully meet the needs of an economy of China's size and complexity.
Systemic problems
The government has in recent years struggled to contain the social strife and environmental damage related to the economy's rapid transformation; collect public receipts due from provinces, businesses, and individuals; reduce corruption and other economic crimes; sustain adequate job growth for tens of millions of workers laid off from state-owned enterprises, migrants, and new entrants to the work force; and keep afloat the large state-owned enterprises, most of which had not participated in the vigorous expansion of the economy and many of which had been losing the ability to pay full wages and pensions. From 50 to 100 million surplus rural workers were adrift between the villages and the cities, many subsisting through part-time low-paying jobs. Popular resistance, changes in central policy and loss of authority by rural cadres have weakened China's population control program. Another long-term threat to continued rapid economic growth has been the deterioration in the environment, notably air and water pollution, soil erosion, growing desertification and the steady fall of the water table especially in the north. China also has continued to lose arable land because of erosion and infrastructure development.

Other major problems concern the labor force and the pricing system. There is large-scale underemployment in both urban and rural areas, and the fear of the disruptive effects of major, explicit unemployment is strong. The prices of certain key commodities, especially of industrial raw materials and major industrial products, are determined by the state. In most cases, basic price ratios were set in the 1950s and are often irrational in terms of current production capabilities and demands. Over the years, large subsidies were built into the price structure, and these subsidies grew substantially in the late 1970s and 1980s. By the early 1990s these subsidies began to be eliminated, in large part due to China's admission into the World Trade Organization (WTO) in 2001, which carried with it requirements for further economic liberalization and deregulation. China's ongoing economic transformation has had a profound impact not only on China but on the world. The market-oriented reforms China has implemented over the past two decades have unleashed individual initiative and entrepreneurship.
Financial and banking system
Most of China's financial institutions are state governed. The chief instruments of financial and fiscal control are the People's Bank of China (PBC) and the Ministry of Finance, both under the authority of the State Council. The People's Bank of China replaced the Central Bank of China in 1950 and gradually took over private banks. It fulfills many of the functions of other central and commercial banks. It issues the currency, controls circulation, and plays an important role in disbursing budgetary expenditures. Additionally, it administers the accounts, payments, and receipts of government organizations and other bodies, which enables it to exert thorough supervision over their financial and general performances in consideration to the government's economic plans. The PBC is also responsible for international trade and other overseas transactions. Remittances by overseas Chinese are managed by the Bank of China (BOC), which has a number of branch offices in several countries.

Other financial institutions that are crucial, include the China Development Bank (CDB), which funds economic development and directs foreign investment; the Agricultural Bank of China (ABC), which provides for the agricultural sector; the China Construction Bank (CCB), which is responsible for capitalizing a portion of overall investment and for providing capital funds for certain industrial and construction enterprises; and the Industrial and Commercial Bank of China (ICBC), which conducts ordinary commercial transactions and acts as a savings bank for the public.

China's economic reforms greatly increased the economic role of the banking system. Enterprises and individuals can go to the banks to obtain loans outside the state plan, and this has proved to be a major source of financing both for start-up companies and businesses and for the expansion, modernization or privatization of existing enterprises. Even though nearly all investment capital was previously provided on a grant basis according to the state plan, policy has since the start of the reform shifted to a loan basis through the various state-directed financial institutions. Increasing amounts of funds are made available through the banks for economic and commercial purposes. Foreign sources of capital have also become increasingly prominent. China has received loans from the World Bank and several United Nations programs, as well as from countries (particularly Japan) and, to a lesser extent, commercial banks. Hong Kong has been a major conduit of this investment, as well as a source itself.

With two stock exchanges (Shanghai Stock Exchange and Shenzhen Stock Exchange), mainland China's stock market had a market value of $1 trillion by January 2007, which became the third largest stock market in Asia, after Japan and Hong Kong. It is estimated to be the world's third largest by 2016.
Currency system
The renminbi (“people’s currency”) is the currency of China, denominated as the yuan, subdivided into 10 jiao or 100 fen. The renminbi is issued by the People's Bank of China, the monetary authority of the PRC. The ISO 4217 abbreviation is CNY, although also commonly abbreviated as "RMB". The Latinized symbol is Ґ. The yuan is generally considered by outside observers to be undervalued by about 30%.
Beginning January 1, 1994, the People's Bank of China quotes the midpoint rate against the US dollar based on the previous day's prevailing rate in the interbank foreign exchange market.

The renminbi is held in a floating exchange-rate system managed primarily against the US dollar. On July 21, 2005 China revalued its currency by 2.1% against the US dollar and, since then has moved to an exchange rate system that references a basket of currencies and has allowed the renminbi to fluctuate at a daily rate of up to half a percent.

There is a complex relationship between China's balance of trade, inflation, measured by the consumer price index and the value of its currency. Despite allowing the value of the yuan to "float", China's central bank has decisive ability to control its value with relationship to other currencies. Inflation in 2007, reflecting sharply rising prices for meat and fuel, is probably related to the worldwide rise in commodities used as animal feed or as fuel. Thus rapid rises in the value of the yuan permitted in December, 2007 are possibly related to efforts to mitigate inflation by permitting the renminbi to be worth more.

Agriculture
China is the world's most populous country and one of the largest producers and consumers of agricultural products. According to the United Nations World Food Program, in 2003, China fed 20 percent of the world's population with only 7 percent of the world's arable land. China ranks first worldwide in farm output, and, as a result of topographic and climatic factors, only about 10–15 percent of the total land area is suitable for cultivation. Of this, slightly more than half is unirrigated, and the remainder is divided roughly equally between paddy fields and irrigated areas. Nevertheless, about 60 percent of the population lives in the rural areas, and until the 1980s a high percentage of them made their living directly from farming. Since then, many have been encouraged to leave the fields and pursue other activities, such as light manufacturing, commerce, and transportation; and by the mid-1980s farming accounted for less than half of the value of rural output. Today, agriculture contributes only 13% of China's GDP.

The quality of the soil varies. Environmental problems such as floods, drought, and erosion pose serious threats in many parts of the country. The wholesale destruction of forests gave way to an energetic reforestation program that proved inadequate, and forest resources are still fairly meagre. The principal forests are found in the Qinling Mountains and the central mountains and on the Sichuan-Yunnan plateau. Because they are inaccessible, the Qinling forests are not worked extensively, and much of the country's timber comes from Heilongjiang, Jilin, Sichuan, and Yunnan.

About 45 percent of China's labor force is engaged in agriculture. There are over 300 million Chinese farm workers - mostly laboring on small pieces of land relative to U.S. farms. Virtually all arable land is used for food crops. China is the world's largest producer of rice and is among the principal sources of wheat, corn (maize), tobacco, soybeans, peanuts (groundnuts), cotton, potatoes, sorghum, tea, millet, barley, oilseed, pork, and fish. Major non-food crops, including cotton, other fibers, and oilseeds, furnish China with a small proportion of its foreign trade revenue. Agricultural exports, such as vegetables and fruits, fish and shellfish, grain and grain products, and meat and meat products, are exported to Hong Kong. Yields are high because of intensive cultivation, for example, China's cropland area is only 75% of the U.S. total, but China still produces about 30% more crops and livestock than the United States. China hopes to further increase agricultural production through improved plant stocks, fertilizers, and technology.

Though incomes for farmers have continued to rise over the past two decades, the rate of growth has fallen further behind that of urban residents, leading to an increasing wealth gap between the cities and countryside. Government policies that have continued to emphasize grain self-sufficiency and the fact that farmers do not own — and cannot buy or sell — the land they work have contributed to this situation. In addition, inadequate port facilities and lack of warehousing and cold storage facilities impede both domestic and international agricultural trade.
There is still a relative lack of, especially advanced, agricultural machinery. For the most part the Chinese peasant or farmer depends on simple, nonmechanized farming implements. Good progress has been made in increasing water conservancy, and about half the cultivated land is under irrigation.

Animal husbandry constitutes the second most important component of agricultural production. China is the world's leading producer of pigs, chickens, and eggs, and it also has sizable herds of sheep and cattle. Since the mid-1970s, greater emphasis has been placed on increasing the livestock output. China has a long tradition of ocean and freshwater fishing and of aquaculture. Pond raising has always been important and has been increasingly emphasized to supplement coastal and inland fisheries threatened by overfishing and to provide such valuable export commodities as prawns.

Industry and manufacturing
Industry and construction account for about 48% of China's GDP. Around 8% of the total manufacturing output in the world comes from China itself. China ranks third worldwide in industrial output. Major industries include mining and ore processing; iron and steel; aluminum; coal; machinery; armaments; textiles and apparel; petroleum; cement; chemical; fertilizers; food processing; automobiles and other transportation equipment including rail cars and locomotives, ships, and aircraft; consumer products including footwear, toys, and electronics; telecommunications and information technology. China has become a preferred destination for the relocation of global manufacturing facilities. Former U.S. Vice President Al Gore has referred to China as "the Saudi Arabia of manufacturing". Its strength as an export platform has contributed to incomes and employment in China. The state-owned sector still accounts for about 40% of GDP. In recent years, authorities have been giving greater attention to the management of state assets — both in the financial market as well as among state-owned-enterprises — and progress has been noteworthy.

Since the founding of the People's Republic, industrial development has been given considerable attention. Among the various industrial branches the machine-building and metallurgical industries have received the highest priority. These two areas alone now account for about 20-30 percent of the total gross value of industrial output. In these, as in most other areas of industry, however, innovation has generally suffered at the hands of a system that has rewarded increases in gross output rather than improvements in variety, sophistication and quality. China, therefore, still imports significant quantities of specialized steels. Overall industrial output has grown at an average rate of more than 10 percent per year, having surpassed all other sectors in economic growth and degree of modernization. Some heavy industries and products deemed to be of national strategic importance remain state-owned, but an increasing proportion of lighter and consumer-oriented manufacturing firms is privately held or are private-state joint ventures.

The predominant focus of development in the chemical industry is to expand the output of chemical fertilizers, plastics, and synthetic fibers. The growth of this industry has placed China among the world's leading producers of nitrogenous fertilizers. In the consumer goods sector the main emphasis is on textiles and clothing, which also form an important part of China's exports. Textile manufacturing, a rapidly growing proportion  which consists of synthetics, account for about 10 percent of the gross industrial output and continues to be important, but less so than before. The industry tends to be scattered throughout the country, but there are a number of important textile centers, including Shanghai, Guangzhou, and Harbin.

Major state industries are iron, steel, coal, machine building, light industrial products, armaments, and textiles. These industries completed a decade of reform (1979-1989) with little substantial management change. Prior to 1978, most output was produced by state-owned enterprises. As a result of the economic reforms that followed, there was a significant increase in production by enterprises sponsored by local governments, especially townships and villages, and, increasingly, by private entrepreneurs and foreign investors. 
The automobile industry has grown rapidly since 2000, as has the petrochemical industry. Machinery and electronic products became China's main exports. China is the world’s leading manufacturer of chemical fertilizers, cement, and steel. By 2002 the share in gross industrial output by state-owned and state-holding industries had decreased to 41%, and the state-owned companies themselves contributed only 16% of China’s industrial output.

China’s construction sector has grown substantially since the early 1980s. In the twenty-first century, investment in capital construction has experienced major annual increases. In 2001 investments increased 8.5% over the previous year. In 2002 there was a 16.4% increase, followed by a 30% increase in 2003. The manufacturing sector produced 44.1% of GDP in 2004 and accounted for 11.3% of total employment in 2002. Industry and construction produced 53.1% of China’s GDP in 2005. Industry (including mining, manufacturing, construction, and power) contributed 52.9% of GDP in 2004 and occupied 22.5% of the workforce.

Energy production has increased rapidly, but it still falls considerably short of demand. This is partly due to artificial energy prices that have been held so low that industries have had few incentives to conserve. Coal provides about 75-80 percent of China's energy consumption. Petroleum production, which began growing rapidly from an extremely low base in the early 1960s, has basically remained at the same level since the late 1970s. There are large petroleum reserves in the inaccessible northwest and potentially significant offshore petroleum deposits, but about half of the country's oil production still comes from the major Daqing oilfield in the northeast. China has much, and partially undeveloped, hydroelectric power potential and natural gas reserves. The government has made plans to develop nuclear power plants in the coastal and western regions.

Overall, the distribution of industry remains very uneven, despite serious efforts from the mid-1950s to the late 1970s to build up industry in the interior at the cost of the major cities on the east coast. While percentage growth of industry in the interior provinces generally greatly exceeded that of the coastal areas, the far larger initial industrial base of the latter has meant that a few coastal regions have continued to dominate China's industrial economy. The establishment of special economic zones in coastal areas only heightened this disparity. Shanghai by itself accounts for about 8-10 percent of China's gross value of industrial output, and the east coast accounts for about 60 percent of the national industrial output. The rate of industrialization increased and diversified after the early 1990s. Notable were the development of aerospace, aircraft, and automobile manufacturing. In addition, China expanded rapidly into the production of pharmaceuticals, software, semiconductors, electronics, and precision equipment.
Automotive industry
By 2006 China had become the world’s third largest automotive vehicle manufacturer (after US and Japan) and the second largest consumer (only after US). So successful has China’s automotive industry been that it began exporting car parts in 1999. China began to plan major moves into the automobile and components export business starting in 2005. A new Honda factory in Guangzhou was built in 2004 solely for the export market and was expected to ship 30,000 passenger vehicles to Europe in 2005. By 2004, 12 major foreign automotive manufacturers had joint-venture plants in China. They produced a wide range of automobiles, minivans, sport utility vehicles, buses, and trucks. In 2003 China exported US$4.7 billion worth of vehicles and components. The vehicle export was 78,000 units in 2004, 173,000 units in 2005, and 340,000 units in 2006. The vehicle and component export is targeted to reach US$70 billion by 2010.
Practice
Exercise 1. Translate the following English words and word combinations
Refinement, utility, disparity, incentive, deterioration, deregulation, disbursing, remittance, nitrogenous fertilizers, joint venture, ratio, animal husbandry, conduit

Exercise 2. Give English equivalents to the following Russian words and expressions
Держаться на плаву, доход на душу населения, развитие инфраструктуры, рабочая сила, огромное влияние, индивидуальная предпринимательская деятельность, международные транзакции, получить заем, прибыль, сельскохозяйственная техника, программное обеспечение, транспортное средство, паритет покупательной силы
Exercise 3. Answer the following questions
1. What facts prove that China’s economy is very successful today?

2. How did the economic reforms of the late 1970s and early 1980s influence the economy of China?

3. What economic problems are there in China?

4. What are the chief instruments of financial and fiscal control in China?

5. Is Chinese agriculture profitable? Prove your opinion

6. What are China’s major industries?

7. Does China satisfy its own energy demand?

8. How successful is China’s automotive industry? Give your grounds

9. How does the rapid transformation of China’s economy influence the environment?
Exercise 4. Match the words on the right to the words on the left

1. price                                        a. authority

2. monetary                                 b. plant
3. explicit                                    c. land
4. key                                          d. ratio
5. social                                       e. expansion

6. joint-venture                            f. effect
7. grant                                        g. strife
8. arable                                       h. unemployment
9. disruptive                                 i. basis
10. vigorous                                   j. commodities
Exercise 5. Translate the following sentences:

1. Характерная черта современной китайской экономики — зависимость её от внешнего рынка.

2. КНР поддерживает торгово-экономические отношения со 182 странами и районами мира, с 80 из них подписаны межправительственные торговые соглашения и протоколы.

3. Китай всё больше влияет на мировые рынки энергоресурсов, энергетическую политику других стран, мировые цены на энергоресурсы, стимулирует прирост производства, а также перераспределение и создание новых каналов поставок.

4. Самой конкурентоспособной продукцией Китая являются обувь, одежда и игрушки, но все активнее развивается экспорт электроники, вело-, мото- и автотехники, транспортного и строительного машиностроения.

5. Уголь всегда занимал значительное место в энергобалансе КНР, составляя более 70% от всех потребляемых ресурсов

6. В целях преодоления зависимости от импорта  планируется проведение более интенсивной добычи запасов газа и нефти.

7. Не последнюю роль в развитии Китая сыграло наличие свободных экономических зон.

8. Несмотря на экономический рост, Китай столкнулся с рядом серьёзных экономических, экологических и социальных проблем

9. Правительство планирует замедлить темпы прироста ВВП Китая до 7,5 % , освободившиеся средства будут направлены на сокращение разрыва между уровнем жизни городского населения и крестьян

ANSWER KEY
Part 1

Unit 1

Exercise 2

1)maintains  2) makes up  3) recessions  4) fiscal  5) decision-making  6) productivity  7) regulation  8) services  9) external  10) share

Exercise 3

1-f, 2-c, 3-h, 4-a, 5-I, 6-b, 7-e, 8-g, 9-j, 10-d.

Exercise 4

1-f, 2-e, 3-h, 4-d, 5-b, 6-I, 7-e, 8-j, 9-a, 10-g.

Unit 2

Exercise 2

1-c, 2-h, 3-j, 4-d, 5-a, 6-g, 7-I, 8-b, 9-f, 10-e.

Exercise 3

1)has been ranked  2) were privatized  3) has worsened  4) to broaden  5) accounted for  6) contributing  7) lagged behind  8) has been booming  9) abolish        10) involve   
Exercise 4

1-e, 2-I, 3-g, 4-a, 5-h, 6-j, 7-b, 8-d, 9-f, 10-c.
Unit 3
Exercise 2

                   1. national output,

                   2. expansion, 

                   3. to excel, 

                   4. merchandise, 

                   5. cumulative, 

                   6. deduction

                   7. upswing 

                   8. rigidity  

                   9. blue-chip companies

                   10. lucrative
Exercise 3
1. macroeconomic expansion

2. bureaucratic expansion

3. domestic consumption

4. energy resource

5. environmental restrictions

6. bank-oriented financial system

7. blue-chip companies

8. foreign markets transparency

9. financial support

10. manpower reserve
Unit 4

Exercise 2

1-c, 2-f, 3-j, 4-b, 5-g, 6-d, 7-h, 8-a, 9-I, 10-e.

Exercise 3

1)market  2) stock exchanges  3) laissez-faire  4) rate  5) contribute  6) accounting  7) emphasis  8) fall  9) unprecedented  10) shifted

Exercise 4

1)False  2) False  3) False  4) True  5) True  6) False  7) False  8) True  9) False  10) False

Unit 5

Exercise 2

1)Primary  2) exported  3) environmental  4) stores  5) bilateral  6) negotiated  7) consumption  8) renewable  9) engine  10) transition

Exercise 3

1-f, 2-d, 3-I, 4-g, 5-a, 6-j, 7-h, 8-c, 9-b, 10-e.

Exercise 

1-e, 2-g, 3-a, 4-h, 5-d, 6-I, 7-j, 8-b, 9-f, 10-c.
Unit 6

Exercise 2

1-d, 2-g, 3-f, 4-j, 5-a, 6-I, 7-e, 8-b, 9-h, 10-c.

Exercise 3

1)focused  2) has accomplished  3) brought  4) to establish  5) initiated  6) operate  7) apply  8) had slowed  9) encourages  10) boosted

Exercise 4

1.False  2. False  3. True  4. False  5. True  6. False  7. True  8. False  9. False    10. True

Part 2
Unit 1

Exercise 2

1)emerging economy  2) to forecast  3) the advent  4) retailing  5) rule  6) outcomes  7) spike (in oil prices)  8) setback  9) deemed  10) fulfill

Exercise 3

1-d, 2-j, 3-l, 4-a, 5-e, 6-f, 7-b, 8-k, 9-c, 10-I, 11-n, 12-g, 13-o, 14-h, 15-m.

Exercise 4

1)emerging  2) reducing  3) poverty  4) industrialization  5) setbacks  6) tender  7) headquarters  8) abject  9) distribution  10) partners  11) payments  12) reliance  13) superpower  14) destination
Unit 2 

Exercise 2
1.anomaly   2. to marshal  3. to attest  4. complexity  5. challenge  6. tremendous        7. to exacerbate  8. to weather  9. expenditure 10. tenets

Exercise 3
1. output targets  2. allocation functions  3. accounting mechanism  4. social equity  5. to marshal resources  6. challenge complexity  7. economic infrastructure             8. extensive investments  9. to weather crisis  10. to safeguard materials

Exercise 4
1. consumption

2. transition, privatization

3. output

4. deficit  

5. surplus

6. export

7. revenue

8. income

9. currency
Unit 3
Exercise 1
1)GDP  2) Investment  3) Trade balance  4) Trade surplus  5) Trade barrier          6) Stock exchange  7) public expenditure  8) Inflation  9)Interest

Exercise 3
1.Moderate  2. Remarkable  3. Dynamic  4. Tribes  5. Abundant  6. Production

7. To assist  8. To discover  9. Transformation

Exercise 4
1. Remarkable growth

2. Direct investment

3. Currency gains

4. Debt paydown

5. Government statistics

6. Trade balance

7. Extension program

8. Entrepreneurial spirit

9. International partnership

10. Rural property

Unit 4
Exercise 2
To stay afloat, per capita income, infrastructure development, labour force, profound income, individual entrepreneurship, overseas transactions, to receive a loan, revenue, agricultural machinery, software, purchasing power parity
Exercise 4
1. price ratios                                   

2. monetary authority                              

3. explicit unemployment

4. key commodities                                         

5. social strife                     

6. joint-venture plant                            

7. grant basis                   

8. arable land                                

9. disruptive effect

10.  vigorous  expansion                  
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