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1 OOEHOYHBIE CPEJIACTBA JUIA TEKYIIEI'O KOHTPOJIA

YCIIEBAEMOCTH

1.1 BOIIPOCHI /lU/TA COBECE/IOBAHHUA

Temor 1-12 - «OkHo 6 mMup anenutickozo s3vika, 3Haxomvmecs: Benuxobpu-

maHus, Ymo makoe IKOHOMUKA, Hpoqbeccuﬂ: IKOHOMUCmM, MaKPOBKOHOMUKCZ u

MUKDOIKOHOMUKA, Ocnosnule np06]l€Mbl OKOHOMUKU, DKxonoMuYecKue cucmemol

mupa,; Cnpoc u npednodicenue; Inacmuunocmvy cnpoca;, Muposas s5KkoHoMuKa;

Buvioarowuecs npasumenu mupay
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What is economics? What is economy? How are they interconnected?

What is national economy? What is international (world) economy? Are they interconnected?
What do economists as experts in the science of economics do?

What are three basic economic questions?

What are three basic economic social choices?

Why is it unnecessary to produce by yourself everything you need?

Why is the market process said to be an extension of the way things work in nature?

In what way does a market modify the natural “produce and consume” cycle?

How is a market defined in professional terms?

. What are the most common types of economy?

. What is a market? What is a market economy?

. What is microeconomics? What is macroeconomics?

. What is the difference between needs and wants? Explain how a need may also be a want.
. What is scarcity and why does it exist? What is a shortage?

. How does scarcity affect consumers? Producers?

. Why are people affected by scarcity regardless of their income?

. What helps economists identify the factors of production?

. What are the factors of production? What categories are they divided into?

19.
20.

What is the difference between fixed and variable factors?

Why are fixed factors supplementary in nature?
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21. How do nations get wealthier even when available land diminishes over time? Consider the

factors of production in your answer.

Temwr 13-14 - «/lenveu u ux @ymkyuu;, Hcmounuku ooxooa; Kax xpansm

ceou coepesicenust 8 CLLIA»

2

1. Traditional economy: “pros” and “cons”.
2. Command economy: “pros” and “cons”.

3. Market economy: “pros” and “cons”.

Temwr 15-16 - «llompebumenvckuil kpedum, llonyuenue u ucnonvzosauue

Kpeoumay

1. Can you imagine a world without scarcity — a world where nobody had to work and people
could have everything they wanted free of charge? Would you enjoy living in such a world?
Why / why not? Have there ever been any attempts in the history of mankind to create a society

without scarcity?

2. Think of a product you have recently purchased. How do you think the four factors of produc-
tion were used to create this product?

Temwvr 17-19 - «Buowt kpeoumos, ux oocmynuocmo, Ouenka kpeouma, Teo-

Pust MeNCOYHAPOOHOU IKOHOMUKUY
The Concept of the Market in different countries of the world.

Temor 20-22 - «OcHogHble NOHAMUS MENCOVHAPOOHOU dKoHOMUKU, Hnghas-

yus, Buowl unghnayuu u busmecy
1. Why can economics be regarded as the study of making choices? ITouemy 3kOHOMHKa MOKET

OBITh pacClCHCHa KaK UCCIICA0BAHUC TOT'O, YTOOBI AC1aTh BBI60p?



2. What is the relationship between the way our economy does and the way our people do? Ka-
KOBBI OTHOIIICHHUS MEXIY CIIOCOOOM, KOTOPHIM Hallla SKOHOMHKA AENAeT U Coc00, KOTOPHIM Jie-
JAI0T HAIIU JTHOIU?

3. What is a market? Yro takoe ppIHOK?

4, What is any country’s national economy concerned with? KakoBa HarimoHaibHass SJKOHOMHKA
KaKoi-mnbo cTpaHbl, KacaBIasics B?

5. What is world economy?

Temvr 23-24 - «Oxonomuueckas cmabuibHocms,; Umnopm-sxcnopmy

The economy is to business as the ocean is to fish.

Temwr 25-27- «Mapremune; Meneosxcmenm, Pexnamar
How do you understand the meaning of the verb “to manage”?
What are managers needed for?

What qualities do you think a person needs to be a good manager?

M WD

What personal and professional skills do you need for a successful business career in our

country (e.g. special training, knowledge of foreign languages, outstanding personality)?

1.2 KOHTPOJIbHBIE 3A/TAHHUA
Temwt 1-9. Koumponvhoe 3adanue — 1
Choose the most appropriate variant
1. An entrepreneur is most commonly the  child in the family.
a) youngest b) middle
c) oldest d) doesn't matter
2. An entrepreneur is most commonly:
a) single b) divorced

c) married d) widowed



3. An entrepreneur is most typically:

a) a man b) a woman

c) either

4. An individual usually begins his or her first significant entrepreneurial business
enterprise at which age?

a) teens b) twenties

c) thirties d) forties

e) fifties

5. Usually an individual's entrepreneurial tendency first appears evident in his or
her:

a) teens b) twenties

c) thirties d) forties

e) fifties

6. Typically an entrepreneur has achieved the following educational attainment by
the time the first significant business venture begins:

a) less than secondary (high) school

b) secondary (high) school diploma

¢) secondary-technical school diploma

d) higher education

7. An entrepreneur's primary motivation for starting business is:

a) to make money b) to be famous

c) to create job security d) to be independent

8. The primary motivation for the entrepreneur's need for achievement is based up-
on a relationship with:

a) spouse b) mother



c) fattier d) children

9. To be successful in an entrepreneurial venture you need:
a) money b) hard work

c) good idea d) luck

e) all of the above

10. Entrepreneurs and venture capitalists:
a) get along well b) are the best of friends
c) have different objectives

11. A successful entrepreneur relies on which of the following for critical man-
agement advice:

a) internal management team

b) external management professionals

C) no one

12. Entrepreneurs are best as:

a) managers b) venture capitalists

¢) planners d) doers

13. Entrepreneurs are:

a) high-risk takers (big gamblers)

b) moderate-risk takers (realistic gamblers)
c) small-risk takers (take few chances)

14. Entrepreneurs:

a) are the life of the party

b) are bores at a party

C) never go to parties

d) just fit into the crowd at a party



15. Entrepreneurs tend to “fall in love” with:

a) new ideas b) new employees

c) new manufacturing ideas d) new financial plans
e) all of the above

16. Entrepreneurs typically create:

a) service businesses b) manufacturing companies
c) financial companies d) construction companies
e) a variety of ventures

2. Choose the best endings to the following statements.

1. Our goods and services are sold for money, and that money is exchanged for ....

a) cheques b) money orders

c) other goods and services

2. Originally, a valuable metal served as ... .

a) an instrument of credit b) a constant store of value

C) a national currency

3. The US government maintains ... .

a) the American dollar b) the British pound

c) the French franc

4. Nowadays national currencies are considered to be as strong as ... .
a) the national economies b) the government

c) the banking system

5. Cheques and money orders perform the function of ... .
a) money b) substitute money

C) a constant store of value

6. A man will obtain large sums of credit if his assets ... .
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a) are considerable b) are in doubt

c) equal zero

7. The purchasing power is dependent on ... .

a) credit b) supply and demand

C) business transactions

Temot 1-9. Konmponvhoe 3a0anue — 2

1. BeiGepuTe nmpaBWIbHBIA BapHaHT MHOKECTBEHHOTO YHCIIA.
a) child b) childs c) children

2. HO,Z[6epI/IT€ HYKHOC HCOIIPCACICHHOC MCCTOMMCHHUC.

Wait a minute. There is in the room.

a) somebody b) anybody
3. 3akoHUYHTE IMPCAJIOKCHUC, HCIIOJNB3YA CTCIICHb CPABHCHUA ITPHUJIAraTCJIbHOIO,
JTAHHOT'O B CKOOKaX.

Today it is than it was yesterday. (warm)

4. BcraBbTe HEOOXOAMMBII mpeior (in,on, at).
Passengers should be _ time for their airplane.
5. BctaBbTe apTUKIIL (8, an, the), eciim HEOOXOIUMO.
| want to go for __ walk with my dog.
6. [ToctaBbTe anoctpod’ B MPaBUILHOM MECTE.
Can | take my fathers watch, please.
7.3aKOHUNTE TPEIIOKEHUE, BCTABUB HYXKHBIH MoAalbHbIH Tarosn (should, would,
need, might).
you like to go for a drive this weekend?
8.IlocTaBbTe ry1aroii, AaHHBIA B CKOOKax, B MPaBUIbHYIO (OPMY.

He at school yesterday. (be)



9.IlocTaBbTe rinaro, JaHHBIN B CKOOKaX, B MPaBUIbHYIO (hopmy.

I English words at this moment (learn)

10. Beibepute Hy)XHOE COIMYTCTBYIOILIEE CIOBO, YTOOBI 3aKOHUYUTH MPEAJIOKEHUE
(tomorrow, already, ago, usually).

We have done this work, you may check it.

11. PackporiTe ckoOKH, TIOCTaBHB TJIAr0JI B IPaBUIIBLHYIO (hOPMY TACCUBHOTO 3aJI0-
ra.

This computer (use) very often, use another one.

12. 3akoHUUTE MIPEAIOKEHHE, YIOTPEOUB MHOUHUTHUB WIIU TEPYHIUN.
They always enjoy interesting programs on TV (to watch wmm watch-
ing)

13. IlepeBeaute creayrouiee MPeaoKEHUE U3 MPSIMOM PEYU B KOCBEHHYIO.

“I am very busy at the moment”, he said.

14. Packpoiite ckoOKH, yHOTpeOUB IJ1arojbl, JaHHbIE B CKOOKaxX, B MPAaBUILHOM
BPEMEHU.

She said she (can’t) remember where she (put) her passport.

15. PaccraBbTe Cl10Ba B IPEJI0KEHUN B TPABUIILHOM MOPSIJIKE.

do the shopping/l/every Saturday/at the market

16. 3agaliTe pa3nenuTenbHbI BOMPOC K JAHHOMY MPEIOKEHHIO (HE TaK JIn?).

You are going to pass examination in History, ....... ?



17. O6pa3yiiTe HEOOXOIUMYIO IO CMBICIY YacTh pe4Yd OT IJiarosia, JaHHOTO B
CKOOKax.

We can find all the necessary in the Internet. (to inform)
18.Hp0qHTaﬁT€ TCKCT W 34TCM BBIIIOJIHUTC 3aJlaHUS HA ITIOHUMAHHUC ITPOYUTAHHO-

TO.

In 1775, when the American War of Independence began, George Washington was
chosen to lead the American army. Washington knew his job would be difficult.
The army was small. The soldiers were untrained and had few guns. The British
army was large and strong. Its soldiers were very well trained.

Early battles showed Washington’s problems. His army was easily defeated in the
battle of New York. Then Washington thought of a plan. On Christmas night in
1776, his soldiers attacked the enemy in the city of Trenton, New Jersey. The Brit-
ish soldiers never expected an attack on such a night. They were having a Christ-

mas party. Washington won his first victory. Washington’s army won the final bat-

tle in Yorktown in 1781.

George Washington was the great leader and was really respected by all his men.
He was not interested in fame or money, but only in helping his country.
Omnpenenute, BEpHbI JIM CIEAYIONINE Npeyioxkenus. Beidepute T, ecnu yTBepxkie-
Hue BepHo, F, ecnu HeBepHO U N, eciiu B TekcTe nHGOpMAIMs HE yKa3aHa.

1. George Washington was made president of the USA in 1775. T F

2. The British army was bigger and better trained than American. T F

3. The Americans won all their battles. T F

4. George Washington was interested in fame and money. T F

23. CoequHUTE Ha3BaHUS aHTJIOSI3BIYHBIX CTPAH C UX CTOJIUIIAMH.

1) The USA a) London
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2) Great Britain b) Canberra

3) Australia ¢) Washington, D.C.

24. BeiOepuTe MpaBWIbHBIN BapUaHT, YTOOBI 3aKOHUUTH MPEIOKECHHE.
The symbol of the USA is a

a) red rose b) maple leaf c) bald eagle

Temwor 10-14. KonmponvHoe 3adanue — 3

Small Business in the USA: An S-Corporation Is not Always Best

It is generally believed that small companies should incorporate as S-corporations.
While an S-corporation enjoys many corporate attributes (the main is that the own-
ers of a corporation do not expose their personal assets to corporate liability), it is
treated like a partnership for purposes of determining its Federal income tax liabil-
ity. At the end of each fiscal year, its total earnings (or losses) are prorated to each
shareholder, and these earnings (or losses) are incorporated into their individual
income tax returns.

Among the advantages of the S-corporation for small business is no "double taxa-
tion" — paying an income tax on corporate net income, and then paying an indi-
vidual income tax on the dividend income subsequently distributed by the corpora-
tion.

Thus, an S-corporation "generally will not be liable for federal income tax." If
losses are incurred during the start-up period (or any other period), these losses can
be deducted each year from the shareholders' tax returns. All income, losses, cred-
its, and deductions are "washed through™ the S-corporation at the end of each fiscal
year, and carried directly to the individual tax return for each shareholder. Being
emptied out at the end of each fiscal year, the S-corporation has no retained earn-

ings account.
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For most of small businesses, the S-corporation has long been the preferred corpo-
rate structure. The operational accounting is simpler, and accounting, legal, and
administrative expenses are minimized. Shareholders receive the immediate bene-
fits of earnings without "double taxation”, and the shelter of tax deductive losses
on their individual tax returns. There are sound reasons to state that this is general-
ly the most popular corporate structure.

However, for small businesses that are growing rapidly, the conventional C-
corporation status may turn out to be more preferable. The primary motivation for
such a change would be the ability to retain and reinvest earnings in the expanding
business.

The maximum Federal income tax rate for C-corporation is 34 percent for taxable
income up to $10.0 million, whereas the maximum tax rate on S-corporation in-
come is now the maximum individual rate of 39.6 percent. At the other end of the
range, the Federal tax on corporate income of $100,000 is $22,250 for a C-
corporation, whereas the incremental tax on this income added to other income of
the shareholder in an S-corporation could be as high as $39,600 if the shareholders
are already in the maximum tax bracket. If the business is striving to retain and re-
invest all possible cash during a period of strong growth, it will obviously forgo
distributing cash dividends thereby avoiding the problem of "double taxation."

The maximum tax be will be effectively reduced by more than 16 percent, and sub-
stantial funds will then be retained to meet the capital needs of the expanding
enterprise. Discounting the effects of depreciation charges, this shift of corporate
structure yields an almost 10 percent increase in net cash flow.

3aaHus 110 TEKCTY:

1. ITepeBecTr TEKCT MUCbMEHHO.

12



2. BpInucaTth COENUAIBHYIO JICKCUKY.

3. OTBEeTUTH HA BOIIPOCHI ITMCbMCHHO.

What types of corporations are described?

What is the maximum corporation tax rate for taxable income up to $10.0 million?

What is the main advantage of the S-corporation status?

What does the term "double taxation" mean?

In what case is the C-corporation status more preferable than the S-corporation sta-
tus?

Temwr 15-18. Konmpoavnoe 3adanue — 4

Put the words in brackets in the correct passive form.

1.The world’s future (decide) at this time.

2.Many people in Britain think that smoking age should (raise).

3.The Roman Army (divide) into legions of about 5,000 men.

4.You (press) for time if you take the course.

5.People (warn) about HIV and AIDS for over twenty years now.

6.The Anglo-Irish Agreement (sign) by Margaret Thatcher and Irish Prime Minis-
ter Garret FitzGerald on November 15, 1985.

7.Three terror suspects (interrogate) by the police now.

8.Upper and Lower Canada (unite) by 1841.

9.Next year the farm (own) by the same family for 100 years.

10.“Cats (intend) to teach us that not everything in nature has a purpose.” (Garri-
son Keillor)

11.By the 1860s, baseball, unrivaled in popularity, (describe) as America's “na-
tional pastime.”

12.When | met her, she (separate) from her husband for four years.

13



Temwr 19-22. Konmponvroe 3adanue — 5
e Choose the right word to make the sentence meaningful.

1.1t is our interest to strengthen public institutions such as

health care and education. (joint / common)

2.As a married, 35-year-oldfather of two, Boris couldn't to

give up his job and go to school full time. (afford / allow)
3.At 8 pm, one hour after the storm started, hundreds of houses were

. (injured / damaged)

4.0n the of it, the price seems quite reasonable, but we don’t

have all the necessary information. (face / surface)

5.The only way to win the war is to against the common en-

emy. (join / unite)

6.As a result of the earthquake more than 1,000 buildings

damage, about half of which totally collapsed. (suffered / caused)

7.Jack me 50 pounds and he’s been avoiding me for a week

now. (owns / ows)

8.The Renault Formula One team have punishment for

their role in the sport's latest spy scandal. (avoided / escaped)

9.Mike couldn’t his children any time because he was al-

ways busy at work. (spend / spare)

10.A recent experiment has shown that birds that live in a climate

have bigger brains than those that enjoy a mild climate. (harsh / heavy)

11.Can | use my EU ID to have a in Spain? (rest / holiday)

12.1f your family has a room in the house, that’s a good place to

have a library in. (free / spare)

14



13.The University of Texas at San Antonio spent more than $2 million last year on
programs to

the gap between high school and college. (bridge / fill in)

14.A(n) error of students is the failure to organize their

thoughts before writing an essay. (ordinary / common)

15.Emergency services have no effort to help people whose

homes were destroyed by the tornadoes. (saved / spared)

16.The British Prime Minister is disappointed with the pro-

gress in the Middle East. (current / now)

17.The idea that women have to a choice between a career and

children is still present in many academic institutions. (make / do)

18.The White House spokesman to comment on the discussion

between the White House and the Environmental Protection Agency. (rejected /
refused)

Temor 23-24. Konmponavroe 3adanue — 6

Fill in the gaps with do or make in the correct form.

1.A lot of scientists worldwide research on cancer, but a lot of

people still suffer from this disease.

2.Could you me a favour, please?
3.He a fortune manufacturing the first bright headlights for cars.
4.As a firefighter, he always his duty.

5.Freedom is not worth having if it does not include the freedom to
mistakes (Mahatma Gandhi).

6.That morning | asked him all of the burning questions, about why he had left and

why he (never) an effort to see me.

15



7.A slice of pizza once a month you any harm, but you should be

careful to eat a healthy diet.

8.1 wonder why we so much fuss about sending Christmas cards.
9.He his best to comfort me while I've beenill.

10.The government (currently) progress on environmental
Issues.

11.What sport you now?

12.In 1790, the Comanche peace with another tribe they had

been fighting for many years.

e Choose the correct form in italics.
1.In 1948, the transistor has developed /was developed by the Bell Telephone
Company.
2.The Vietnam war was dividing /was divided the nation.
3.Women must be recognized/ must be recognizing in Iraq’s new society.
4.An agreement on cooperation between the two countries will be signed /will sign
on Wednesday.
5.Britons using the music download website have warned /have been warned that
they are breaking the law.
6.By that time the friends had raised /were raised enough capital to open a trading
store.
7.By the age of six the average child will be completed /will have completed the
basic American education.
8.A privately developed manned rocket will attempt /will be attempted to reach

space this month.

16



9.Worldwide some 11% of mammals and birdsare threatened /are threatening with
extinction.
10.Many giant multinational companies were pressed /were pressing Bangladesh
for enforcement (npumenenue) of the intellectual property rights.
11.1 had known Steve since kindergarten and had invited /had been invited to every
other birthday.
12.By the end of the year, 12,000 kilometers of those roads will have been finished
/will have finished.
Temwr 25-27. Konmponavnoe 3adanue — 1
I. Complete each sentence using there is/are or the appropriate form of to have and
to be.
Natural gas ------------ a major Ukrainian import from Russia.
I very busy at the moment.
The gym free to hotel guests.
still a whole month till the presentation.
These planes typically 96 to 118 seats.
Helen (not) much money with her.
I1. Complete each sentence using the Present Simple of the verbs in brackets.
The company over 7000 people. (employ)
What time the plane in Madrid? (arrive)
New Zealand and Australia to reduce import duties. (plan)
My friend BBC news every morning. (watch)
Why DVDs so much more in Brazil than elsewhere. (cost)
[11. Insert the appropriate form of to be where necessary.

Our main overseas market China.

17



Prices extremely high in this part of the city.
How much that TV stand?

IV. Put questions so that the words in bold could be the answers.

The hotel offers a free swimming pool.

10,000 American companies now do business in China.

| probably spend over $100 a month on electricity.

V. Make up questions.

the/do/ what/company?

name/the/company/your/of/ /what?

many/company/the/employ/people/how?

VI. Translate the sentences.

HUcnonHuTeIbHBIN AUPCKTOP HCCCT OTBCTCTBCHHOCTD 34 OTH PCIICHMA.

Hosrle MOJICIN COTOBBIX TeJ'Ie(l)OHOB — B BBICTABOYHOM 3alJI€.

B namewm paitone tTpu punmana 3toro 0aHka.

V Bac ecTb IIOCTOSHHBIN UCTOYHHUK J0X0aa?

B sToMm mMaraszune He INPUHUMAIOT HAJTUIHBIC — TOJIBKO KPCAUTHBIC KAPTOYKH.

Brl npenocTasisieTe CKUIKU ieHcuoHepaM? — J[a, KOHEYHO.

VII. Read the information about a Swiss watch manufacturer and fill in the gaps
with the words from the box.

employs, French, designs, retire, daily, comes out, companies, manufacturer, pro-
duce, profits, costs

Nicolas Hayek is the founder and President of SMH. SMH is a Swiss watch

1) with its head office in Zurich, Switzerland, and a large, modern facto-
ry in Granges, France. It 2) 14,000 people. There are twelve
3) in the group, including Tissot, Omega, and Swatch.

18



The company’s most famous product is the Swatch watch. The Swatch has a quartz

mechanism but only fifty one parts. A new collection 4) twice a year
with forty new 5) . SMH sells ten million Swatch watches a year.
The factory in Granges is open twenty-four hours a day, with a 6) pro-

duction of 35,000 watches. Created in 1983, the company makes large

7) every year, but a Swatch watch still only 8) £ 25, the same
price asin 1983.

Nicolas Hayek is now sixty-five, but he has no plans to 9) . One day he
hopes to 10) the Swatch car, a revolutionary automobile for the century.

But it’s not ‘all work to play’ for Mr. Hayek. In his free time he plays a lot of ten-
nis, sometimes with his friend Jean-Paul Belmondo, the 11) actor.
Temwr 25-27. Konmponvroe 3adanue — 8
1. Read and translate the text.
2. Write an essay to the topic «How people save their savings in the USA»
Where do people put their savings in the united states?

Most of the nation's personal savings are held by the commercial banks, dif-
ferent types of savings institutions, and credit unions. The deposits held by these
institutions are insured by agencies of the federal government. Savings institutions
offer one or more of the following kinds of accounts:

* Passbook and statement savings accounts. The safety of your money and
high liquidity are the most important advantages of these accounts. Minimum bal-
ance requirements are usually quite low, and your savings can be withdrawn at any
time The disadvantage of passbook and statement savings accounts, however, is

that they pay relatively low interest rates.

19



* NOW (Negotiable Order of Withdrawal) accounts. NOW accounts pay in-
terest and allow the depositor to write checks. NOW accounts generally offer a
slightly lower rate of return than savings accounts.

» Money-market accounts. These insured accounts allow you to write a lim-
ited number of checks while participating in the "money market" where banks and
other businesses buy and sell short-term credit instruments, notes and other kinds
of I0U's that come due in a year or less. The rate of return for money market ac-
counts is usually higher than for passbook savings accounts.

« Certificates of deposit. Certificates of deposit, or CD's, pay the highest
rates of interest offered by banks and savings institutions. They require the money
to be left on deposit for a specified period of time that can run from a few weeks to
five or more years. The money can be withdrawn early, if necessary, but not with-
out a penalty.

» Credit-union accounts. Credit unions, associations of people with some
thing in common, often serve people who have the same employer, work in the
same industry, or belong to a particular church, labor union, or club. Credit unions
offer insured savings plans similar to those offered by other savings institutions. In
most instances, however, the rate of return offered by credit unions is higher than
that of the other institutions.

« US savings bonds. US savings bonds can be purchased at most savings in-
stitutions. Guaranteed by the United States government, they are one of the safest
investments one can make. Since 1986 the bonds pay no less than 6 percent inter-
est when held for five years. After five years bonds earn a variable rate adjusted

every six months.
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» Money-market funds. Money market funds use the resources of their inves-
tors to buy money-market certificates. Money-market funds generally pay a higher
rate of return than savings and NOW accounts. Unlike other accounts at savings
institutions, money-market fund accounts are not insured nor do they provide
check-writing privileges.

3. Choose the best endings to the following statements.

1. Most people are unable to make first-hand judgments of....

a) price

b) colour

¢) quality

2. The advertiser appeals to reason and ....

a) emotional responses

b) the producer

c) another advertiser

3. The British Code of Advertising Practice protects the consumer from ....

a) being informed

b) being controlled

¢) being deceived and misinformed

4. Advertisements should not without justifiable reason play on ....

a) fear

b) positive emotions

C) experience

5. Advertisements should not contain anything that is likely to mislead the
consumer about....

a) the programme
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b) the product

c) the market

6. Consumers should not be led to overestimate ....

a) the beauty of goods

b) the value of goods

c) the attractiveness of goods

7. Advertisements should be readily recognized as ....

a) News

b) advertisements

C) games

8. Advertisements should not manifest disregard for ....
a) jokes

b) humour

c) safety

4. Choose the most appropriate variant to complete the sentence.
1. The dollar, the mark and the yen are all.

a) monies b) currencies c) capital

2. Borrowed money that has to be paid back constitutes a
a) subsidy b) debt c) deposit

3. Money in notes and coins is called

a) capital b) cash c) reserves

4. Money borrowed from a bank is

a) income b) deposit c) loan

5. Money placed in banks and other saving institutions constitutes a

a) finance b) reserves c) deposit
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6. The money earned for a week’s manual work is called

a) income b) wages c) salary

7. All the money received by a person or a company is known as

a) wages b) aid c) income

8. The money paid for a month’s (professional) work is a

a) salary b) cash c) loan

9. Money paid by the government or a company to retired person is a
a) rebate b) pension c) subsidy

10. Regular part payments of debts are called

a) deposits b) installments c) loans

11. Money given to producers to allow them to sell cheaply is called a
a) subsidy b) rebate c) loan

12. The money that will ultimately be used to pay pensions is kept in a
a) deposit b) fund c) budget

13. The money needed to start a company is called

a) debt b) loan c) capital

14. If you possess something, you can say that you are

a) owe b) an owner c¢) own

15. An amount of money borrowed is a

a) debt b) loan c) debit

16. A person who has borrowed money is a

a) owner b) creditor c) debtor

17. Another word for a lender isa/an

a) debtor b) creditor c) owner
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18. To let someone else have the use of your money for a certain period of
time, after which it must be paid back, is to

a) credit b) steal c) lend

19. The income received by someone who lends money is called

a) premium b) dividends c) interest

20. The amount of money a lender receives for a loan or an investment, ex-
pressed as a percentage, is known as its return or

a) yield b) dividend c) income

4. Translate from Russian into English in a written form.

A

Pexnama npeacrasisieT coOoi 00y OIIauuBaeMyro GopMy Mpe3eHTauu
U IIPOABHIKCHUA IMPOAYKIHMH, YCIIYIT HJIN I/I,Z[ef/'l KaKHM-JIL0O KOHKPCTHBIM YCJIOBC-
KOM WK opranu3auueid. OHa MpoLBETAET B OCHOBHOM B CTpaHax cO CBOOOJHOM
PKOHOMHUKOM, OPUEHTUPOBAHHON HA MOJYyYE€HHUE MPUOBUIA. DTO OJUH M3 TJIABHBIX
(bakTOpoB yCKOpPEeHHsI COBbITa TOBAapOB, CIHOCOOCTBYIOIIUX MOMBEMY >KU3HEHHOTO
ypOBHs. Pexilama He MOKET NMPEBPATUTh IJIOXOW TOBAp WJIM YCIYTy B XOPOIIHWU.
O,Z[HaKO TO, YTO OHA MOXKET CACIaTb — U ACJIAaCT — 3TO coo6maeT O CTAapbIX U HO-
BBIX TOBapax W yciyrax. [Io3ToMy Tpu OCHOBHBIE 3a7aud peKiaambl — 3TO: 1) nathb
MH(OpPMAIMIO O TOBApe WIH yciyre; 2) co3AaTh JUIsl HUX MPUOPUTET; 3) CTUMYJIU-
pPOBaTh MBICIIU U ICUCTBUS TOTPEOUTENSI HA UX TPUOOPETEHHE.

Paborta B pekiiame BKJIIOYAET BBINOJIHEHUE 3aKa30B peKJIaMoiaTesield, padoTy
B CpPEJICTBaX MacCcOBOW HMH(POpPMAINH, PEKIAMHBIX areHTCTBAX, CHAOKCHUH WJIH

0COOBIX BUJIaX 0OCITY>KUBAHUS.

B
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KopHu pexiiambl yXOOsT B CEAYIO APEBHOCTb. XOTSI OCHOBHBIMH €€ IOJIb30-
BATEISIMU SIBJISIFOTCSL YaCTHBIE MPEANPUATHUSA, peKiIaMa HaXOIUT NPUMEHECHHE BO
BceM Mupe. Pexnama — peHTaOenbHBIN CHOCOO pacmpocTpaHeHusi oOpalleHuH,
OyZlb OHU PaCCUMTAHHBIMU Ha CO3JaHHE BCEMUPHOTO MpeanouTeHus: k mapke “Ko-
Ka-KoJla” WM Ha (POPMHUPOBAHHME y MOTPEOUTENEN MOTHUBALUU K MOTPEOJIECHUIO
MOJIOKA.

Opranuzaiuu noaXoJAT K MPOBEACHUIO PEKJIaMbl MO-pa3HOMYy. B menkux
(bupmax pekaaMoil 00BIYHO 3aHUMAETCSl OJJMH U3 pabOTHUKOB OTEeNa cObITa, Bpe-
Ms OT BPEMEHH BCTYNAKOUIMN B KOHTAKT C PEKJIAMHBIM areHTCTBOM. KpyrHble
GupMBl YyUpexAaloT y ce0s OTAENbl peKiIaMbl. YIPaBISIIOIMIMM TaKUM OTIEIOM
MOJYMHAETCS BUUE-TIPE3UACHTY 110 MAapKeTUHTy. B (yHKIHM peKslaMHOrO OT/Aesna
BXOJAT pa3paboTka oOuiero OrokeTa Ha pekyiaMy, YTBEP)KICHHE MpeCTaBiise-
MBIX ar€HTCTBOM OOBSIBIICHUI U KaMITaHUH, TPOBEACHUE MEPOIIPUATHIN TTO TIPSIMOM
MOYTOBOM pekiame, YCTPOUCTBO peKiIaMHOTO OhOpPMIICHUS JUIEPCKUX 3aBECHUN
U OCYILIECTBJICHHE NPOYMX (POpPM peKamMbl, KOTOPHIMU pEKJIaMHbIE areHTCTBa
OOBIYHO HE 3aHUMAIOTCS. BONBIIMHCTBO (PUPM MOIB3YIOTCA YCIyraMu CTOPOHHUX
pEKJIaMHBIX areHTCTB, ITOCKOJIbKY Takas OpraHu3alis padoThl MpeasiaraeT Leiablid

P IPEUMYLIECTB.

1.3 MATEPHAJIBI JIV/II CAMOCTOATEJILHOH PAEOTBI

Temsbl 1-4
Economist Guide: 5 Lessons Milton Friedman Teaches Us

When Milton Friedman won the Nobel Prize in Economic Sciences in 1976, it marked
the turning of the tide in academic economic thought, away from doctrinaire Keynesian-
ism and toward the burgeoning “Chicago school.” Friedman brought about a renewed
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emphasis on prices, inflation and human incentives, a direct counter to Keynes’ focus on
employment, interest and public policy.

To the extent that Keynes saw himself as the enemy of laissez-faire (evidence suggests
this is exactly how he felt), Friedman was the new public face of free markets. Friedman
won a major intellectual victory after three decades of Keynesian policies ended in stag-
flation in the late 1970s, something establishment Keynesians, such as Paul Samuelson,
thought was impossible.

From a technical perspective, Milton Friedman is best known for his monetary policy
and “A Monetary History of the United States,” an epic volume devoted to his scientific
work. But this is only one of the many contributions Friedman made to the political
economy. The following are five lessons contemporary economists can still learn from
Milton Friedman.

1. You Should Judge Policies by Their Results, Not Their Intentions

In many ways, Milton Friedman was an idealist and libertarian activist, but his econom-
ic analysis was always grounded in practical reality. He famously told Richard Heffner,
host of “The Open Mind,” in an interview: “One of the great mistakes is to judge policies
and programs by their intentions rather than their results.”

Many of Friedman’s most controversial positions were based on this principle. He op-
posed raising the minimum wage because he felt it unintentionally harmed young and
low-skilled workers, particularly minorities. He opposed tariffs and subsidies because
they unintentionally harmed domestic consumers. His famous 1990 “Open Letter” to
then-drug czar Bill Bennett called for the decriminalization of all drugs, mostly because
of the devastating unintended effects of the drug war; this letter lost Friedman a swath
of conservative supporters, whom he said failed “to recognize that the very measures
you favor are a major source of the evils you deplore.”

This lesson is critical for economists and policy wonks of all stripes. As Henry Hazlitt
once put it: a bad economist only looks at the seen; the good economist looks at the seen
and unseen consequences.

2, Economics Can Be Communicated to the Masses

During Friedman’s landmark interviews on Phil Donahue’s show in 1979 and 1980, the
host said his guest was “a man who will never be accused of making economics confus-
ing,” and told Friedman “the nice thing about you is that when you speak, I almost al-
ways understand you.” Dr. Friedman gave lectures on college campuses, including Stan-
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ford and NYU. He ran a 10-series television program entitled “Free to Choose” and
wrote a book with the same name. At all times, Friedman adjusted his content for his
audience.

Friedman’s gift for communication was rare. Economist Walter Block, sometimes a
friendly agitator of Friedman, memorialized his contemporary’s 2006 death by writing,
“Milton’s valiant, witty, wise, eloquent and yes, I'll say it, inspirational analysis must
stand out as an example to us all.” More economists should learn from Friedman’s suc-
cess; learning a social science is not very useful if you cannot communicate it to laypeo-
ple.

3. Inflation Is Always and Everywhere a Monetary Phenomenon

The most famous excerpt from Friedman’s writings and speeches is, “Inflation is always
and everywhere a monetary phenomenon.” He defied the intellectual climate of his era
and reasserted the quantity theory of money as a viable economic tenet. In a 1956 paper
titled “Studies in the Quantity Theory of Money,” Friedman found that, in the long run,
increased monetary growth increases prices but does not really affect output.

Friedman’s work busted the classic Keynesian dichotomy on inflation, which asserted
that prices rose from either “cost-push” or “demand-pull” sources. It also put monetary
policy on the same level as fiscal policy. Amusingly, Friedman’s insight was so sharp in
his criticism of the Federal Reserve’s mismanagement of the money supply that the Fed
actually stopped releasing minutes from the board’s meetings to avoid his scrutiny.

4. Technocrats Cannot Control the Economy

In a 1980 Newsweek column, Milton Friedman said: “If you put the federal government
in charge of the Sahara Desert, in five years there’d be a shortage of sand.”

Friedman was a vicious critic of government power and was convinced free markets op-
erated better on grounds of morality and efficiency. In terms of the actual economics,
Friedman rested on a few truisms and basic, incentive-based analyses. He offered that
no bureaucrat would or could spend money as wisely or as carefully as the taxpayers
from whom it was confiscated. He spoke often of regulatory capture, that phenomenon
where powerful special interests co-opt the very agencies designed to control them.
Friedman’s lesson is easy to understand: government policy is created and carried out
through force, and that force creates unintended consequences that do not come from
voluntary trade. Indeed, the valuable political power of government force creates an in-
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centive for the wealthy and devious to misuse it, helping generate what Friedman
dubbed “government failure.”

5. Government Failures Can Be Just as Bad, or Worse, Than Market Fail-
ures

Friedman combined his lessons about unintended consequences and the bad incentives
of government policy. “Here you have a market failure,” Friedman told a Chicago stu-
dent in a recorded lecture, “but in those same cases it’s also difficult to have government
do anything about it...You have to put into the balance that when government seeks to
achieve an answer, you're likely to have a government failure.”

Friedman loved pointing out government failures. He exposed how President Nixon’s
wage and price controls led to gas shortages and higher unemployment. He railed
against the Interstate Commerce Commission (ICC) and Federal Communications
Commission (FCC) for creating de facto monopolies in transportation and media. Fa-
mously, he contended that the combination of public schooling, minimum wage laws,
drug prohibition and welfare programs had unintentionally forced many inner city fami-
lies into cycles of crime and poverty.

This concept wraps up many of Friedman’s most powerful ideas: policies have unin-
tended consequences; economists should focus on results, not intentions; and voluntary
interactions between consumers and businesses often produce superior results to craft-
ed government decrees.

Temsbl 5-7
Economist Guide: 3 Lessons Karl Marx Teaches Us

Karl Marx is often associated with such ideas as socialism and communism. It is surpris-
ing that so few are familiar with his actual philosophies and theories. Marx’s best-known
works are “Capital: A Critique of Political Economy,” more commonly referred to as
“Das Kapital,” and “The Communist Manifesto,” co-authored with his lifelong friend
Friedrich Engels. He was, without question, one of the most important and revolution-
ary thinkers of his time.

“Capital,” published in 1867, was by far the more academic work, laying forth Marx’s
theories on commodities, labor markets, the division of labor and a basic understanding
of the rate of return to owners of capital. Nearly everything Marx wrote was viewed
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through the lens of the common laborer. From Marx comes the idea that capitalist prof-
its are possible because value is “stolen” from the working class and transferred to the
employers.

Marxist ideas have very few direct adherents in contemporary times; indeed, very few
Western thinkers embraced Marxism after 1898, when economist Eugen von Bohm-
Bawerk’s “Karl Marx and the Close of His System” was first translated into English. In
his damning rebuke, Bohm-Bawerk shows that Karl Marx fails to incorporate capital
markets or subjective values in his analysis, nullifying most of Marx’s more pronounced
conclusions. Still, there are some lessons that even modern economic thinkers can learn
from Marx, including the following.

1. Capitalism Is the Most Productive Economic System

Though he was its harshest critic, Marx understood the capitalist system was far more
productive than previous economic systems. In “Capital,” he wrote of “capitalist produc-
tion” that combined “together of various processes into a social whole,” which included
developing new technologies. He believed all countries should become capitalist and de-
velop that productive capacity, and then workers would naturally revolt into com-
munism.

You do not have to believe in Marx’s final conclusions to understand he is exactly cor-
rect: capitalism is the most productive economic system in world history. According to a
2003 report from the Federal Reserve Bank of Minneapolis, per capita income and
productivity around the world never grew faster than populations until the late 18th
century, when Britain first adopted pro-free market policies.

2. The Labor Theory of Value Cannot Explain Profits

Like all of the classical economists, Karl Marx believed in the labor theory of value to
explain market prices. This theory stated that the value of a produced economic good
can be measured objectively by the average number of labor hours required to produce
it. In other words, if a table takes twice as long to make as a chair, then the table should
be considered twice as valuable.

Marx understood the labor theory better than his predecessors and contemporaries,
even Adam Smith, and presented a devastating intellectual challenge to laissez-faire
economists in “Capital;” if goods and services tend to be sold at their true objective labor
values as measured in labor hours, how do any capitalists enjoy profits? It must mean,
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Marx concluded, that capitalists were underpaying or overworking, and thereby exploit-
ing, laborers to drive down the cost of production.

While Marx’s answer was eventually proven incorrect and later economists adopted the
subjective theory of value, his simple assertion was enough to show the weakness of the
labor theory’s logic and assumptions; Marx unintentionally helped fuel a revolution in
economic thinking.

3. Economic Change Leads to Social Transformation

Dr. James Bradford “Brad” DeLong, influential professor of economics at U.C. Berkeley,
wrote in 2011 that Marx’s “primary contribution” to economic science actually came in a
10-paragraph stretch of “The Communist Manifesto.” Marx describes how economic
growth causes shifts among social classes, often leading to a struggle for political power.
This underlies an often unappreciated aspect about economics: the emotions and politi-
cal activity of the actors involved. A corollary of this argument was later made by French
economist Thomas Piketty, who proposed that while nothing was wrong with income
inequality in an economic sense, it could create blowback against capitalism among the
people. Thus, there is a moral and anthropological consideration to any economic sys-
tem.

Tems1 8-10
Economist Guide: 3 Lessons Adam Smith Teaches Us

For all the attention Adam Smith receives as the father of modern economics, most of
his lasting influences are best classified as moral and social — maybe even anthropologi-
cal. Smith was a Scottish professor of moral philosophy at Glasgow, and most of his
economic insights were byproducts of this pursuit. Smith championed self-interest as
enlightening and beneficial, and he viewed political or business power with contempt.
Smith was wrong on many of the details of his economic theory; like Karl Marx after
him, Smith operated under the assumption of the now-defunct labor theory of value, for
example. Smith either ignored or never fully addressed other aspects; he lacked a full-
bodied theory of prices and made virtually no mention of time factors. Still, there are
some valuable economic lessons left to be learned from his classic book, “An Inquiry in-
to the Nature and Causes of the Wealth of Nations.”
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1. The Main Causes of Economic Growth Are Division of Labor and Accu-
mulation of Capital

“Each individual becomes more expert in his own peculiar branch, more work is done
upon the whole, and the quantity of science is considerably increased by it.”

Adam Smith begins “The Wealth of Nations” with a simple discussion of the division of
labor within a pin factory. From that point forward, his focus never really deviates; in
some ways, “The Wealth of Nations” is a tribute to the nearly endless applications of this
fundamental economic concept.

The division of labor increases productivity for three reasons: it saves time and reduces
setup costs, repetition and specialized education lead to increased dexterity and produc-
tivity, and it encourages the invention of machines or automation in the specialized are-
as. Smith didn’t discover these truths, but he did bring them together.

Smith also makes frequent reference to the stock of an economy, meaning savings and
accumulated capital. Without pre-existing capital, businesses and entrepreneurs can’t
hire workers, build factories or begin production. Smith understood that an economy
requires savings to grow, for savings fuel investment and credit.

2. Voluntary Exchange Will Not Take Place Unless Both Parties Believe
They Will Benefit

“Give me that which I want, and you shall this which you want, is the meaning of every
such offer; and it is in this manner that we obtain from one another the far greater part
of those good offices which we stand in need of.”

It’s inaccurate to think of economics as a science about market gains and losses. What
economics really studies is how separate individuals benefit each other; namely that
they do so unintentionally. Smith’s crucial insight is that markets and society improve
naturally when people are allowed to trade freely.

Basic deductive logic proves that people do not enter into a trades voluntarily when they
don’t expect to gain; otherwise they would not make the trade and would be better off
staying put. Each successful trade sends a signal in the market that a certain good or
service has value; if this happens enough, greater forces will be mobilized to bring about
that good or service in greater abundance.

Nobel-winning economist Milton Friedman once said, “Most economic fallacies derive
from the neglect of this simple insight, that market participants trade to benefit them-
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selves.” Friedman and Smith also knew that interfering with voluntary exchanges has
the opposite effect.

3. Government Intervention Disrupts the Efficient Distribution of Re-
sources on the Market

“But though the law cannot hinder people of the same trade from sometimes assembling
together, it ought to do nothing to facilitate such assemblies, much less to render them
necessary.”

Though Smith believed in a functional, limited government, he didn’t want governments
interfering with trade. Smith most famously used this argument against the prevailing
economic theory of his time, something he labeled as “mercantilism,” because it favored
subsidies and tariffs. Smith showed that free moving markets maximize the efficient
flow of resources, which maximized the public good. Overreach by bureaucrats only
hinders this process because it interrupts with crucial market signals.

Even though two trading partners accidentally create greater value by voluntarily ex-
changing, no third party can create additional value by forcing an exchange to take place
— nor can a third party create additional value by forcefully interfering with the ex-
change of two separate parties. Rather, Smith felt that politicians and crony business-
men would likely use power to enrich themselves at the expense of the poor.

Tembl 11-13
Economic Conditions That Helped Cause World War I1

Looking around at the magnitude of death and destruction that resulted from the Great
War, leaders of the some of the world’s major powers convened a conference in Paris,
the outcome of which they hoped would ensure that no such devastation would ever
happen again. Unfortunately, the combination of a poorly designed peace treaty and the
most severe economic crisis the modern world had ever experienced brought about a
deterioration of international relations that would culminate in a war even more calami-
tous than the one that preceded it.

The Pretense of Peace

The unfortunate irony of the Paris Peace Conference that begat the Treaty of Versailles
was that, despite its authors’ best intentions to ensure a world of peace, the Treaty con-
tained a seed that when sown in the soil of economic crisis would give rise, not to peace,
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but to war. That seed was Article 231, which with its label “the war guilt clause” placed
sole blame for the war on Germany and its need to make reparations payments as pun-
ishment. With such extensive reparations payments, as well as forced surrender of colo-
nial territories and military disarmament, Germans were naturally resentful of the Trea-
ty.

As early as 1923, the newly constituted Weimar Republic began delaying payments on
war reparations, which initiated a retaliatory response by France and Belgium. Both
countries would send troops to occupy the industrial center of the Ruhr River valley re-
gion effectively appropriating the coal and metal production that took place there. As
much of German manufacturing was dependent on coal and metal, the loss of these in-
dustries created a negative economic shock leading to a severe contraction. This con-
traction as well as the government’s continued printing of money to pay internal war
debts generated spiraling hyperinflation.

While price and economic stabilization would eventually be achieved — partly through
the help of the American Dawes plan of 1924 — the hyperinflation wiped out much of the
life savings of the middle class. The political consequences would be devastating as
many people became distrustful of the Weimar government, a government that had
been founded on liberal-democratic principles. This distrust, along with resentment
over the Treaty of Versailles, lent itself to the increasing popularity of more left and
right-wing radical political parties.

The Great Depression and Deterioration of International Trade

The onset of the Great Depression would serve to undermine any attempts at creating a
more open, cooperative and peaceful post-war world. The American stock market crash
in 1929 caused not just a cessation of loans provided to Germany under the Dawes Plan,
but a complete recall of previous loans. The tightening of money and credit eventually
led to the collapse of Austria’s largest bank in 1931, the Kreditanstalt, which kicked off a
wave of bank failures throughout Central Europe, including the complete disintegration
of Germany’s banking system.

Deteriorating economic conditions in Germany helped the Nazi party grow from being a
relatively small fringe group to being the nation’s largest political party. Nazi propagan-
da that put blame on the Treaty of Versailles for much of Germany’s economic hardships
fuelled Hitler’s rise in popularity with voters, who would make him German chancellor

in 1933.
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More globally, the Great Depression would have the effect of motivating individual na-
tions to adopt more beggar-thy-neighbor trade policies in order to protect domestic in-
dustries from foreign competition. While such trade policies can be beneficial on an in-
dividual level, if every country turns to protectionism it serves to reduce international
trade and the economic benefits that come with it. Indeed, countries without access to
important raw materials will be especially burdened by the lack of free trade.

From Imperialism to World War

While the British, French, Soviets and Americans had large colonial empires to turn to
for access to much needed raw materials, countries such as Germany, Italy and Japan
did not. The deterioration of international trade led to the formation of more regional
trade blocs with the ‘have’ nations forming blocs along colonial lines, like Great Britain’s
Imperial Preference system.

While ‘have-not’ nations looked to form their own regional trade blocs, they found it in-
creasingly necessary to use military force to annex territories with the much needed re-
sources. Such military force required extensive rearmament and thus, in the case of
Germany, meant direct violation of the Versailles Treaty. But, rearmament also rein-
forced the need for more raw materials and consequently the need for territorial expan-
sion.

Such imperialist conquests like Japan’s invasion of Manchuria in the early 1930s, Italy’s
invasion of Ethiopia in 1935 and Germany’s annexation of most of Austria and parts of
Czechoslovakia in 1938, were all manifestations of the need to expand territories. But
these conquests would soon draw the ire of two of Europe’s major powers, and following
Germany’s invasion of Poland, both Britain and France would declare war on Germany
on September 3rd, 1939, thus commencing the Second World War.

The Bottom Line

Despite noble aspirations for peace, the outcome of the Paris Peace Conference did more
to reinforce hostility by singling out Germany as the sole instigator of the First World
War. The Great Depression and the economic protectionism it engendered would then
serve as the catalyst for the hostility to manifest itself in the rise of the Nazi Party and
increasing imperialist ambitions amongst world nations. It was then only a matter of

time before small imperialist conquests would lead to the breakout of World War II.

Tembl 14-16
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War’s Influence on Wall Street

The world of business has always been a harsh, survival-of-the-fittest environment. Like
any realm in which there is competition and the threat of losses, the investing world is
rife with conflict. So it is not surprising to see so many military terms creeping into the
vocabulary of everyday investors or TV analysts. Take a look at the war-related terms
that have invaded the corporate ranks.

Scorched Earth

In 1812, Czar Alexander Romanov decimated the French army that Napoleon led against
Russia — even though the French had superior numbers, tactics, quality of soldiers, mu-
nitions and everything else you’d put on your guaranteed-victory checklist. So how did
one of the greatest military minds of all time lose in such a horrendous fashion? The
simple answer is the Czar’s scorched-earth policy: as the Russian army retreated, they
burned every shelter, animal and plant that would catch fire, effectively leaving the
French army without any “found” supplies to sustain them through a Russian winter.
Napoleon’s previous campaigns relied heavily on the spoils of war to replenish the
troops, so he was utterly unprepared for an adversary who would rather destroy his own
kingdom than let another take it.

Scorched earth continues to be a terrifying strategy for aggressors to face. In business
mergers and acquisitions, not every takeover is welcome. In order to scare off a hostile
firm, the target firm will liquidate all its desirable assets and acquire liabilities. Howev-
er, this approach can prove to be a suicide pill because, even if it is successful, the com-
pany must try to reassemble itself or go down in the flames of a self-inflicted fire.
Blitzkrieg Tender Offer

In the first two years of the World War 11, Nazi Germany crushed its opponents all over
Europe by means of the Blitzkrieg or “lightning war” strategy, a set of tightly focused
military maneuvers of overwhelming force. Striking with tanks, artillery and planes in
one area, the Nazis defeated France’s supposedly impenetrable Maginot Line, which was
still accustomed to the traditional front-based warfare.

The Blitzkrieg strategy used in corporate takeovers is a slight departure from the Ger-
man warfare of the 1940s. A Blitzkrieg tender offer is an overwhelmingly attractive offer
a takeover firm makes to a target firm. The offer is designed to be so attractive that ob-
jections are few or non-existent, allowing an extremely quick completion of the takeo-
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ver. This tender offer’s allusion to the World War II is based only upon the speed of the
conquest; there was nothing alluring or attractive about the Nazis’ Blitzkrieg.

Dawn Raid

When organized warfare and the military were considered “gentlemen’s affairs”, a decla-
ration of war, a location and a time would be issued to the adversary. Raids and guerilla
warfare were the arenas of savages and rebels, not the tactics of a self-respecting army.
However, the American Civil War, the two World Wars, the Vietnam War and the im-
provement of weaponry obliterated the old code of warfare, and made it commonplace
to attack at any time — including dawn, when sleep is still thick in the enemy’s eyes. Be-
cause at day break the level of preparedness is lower, the dawn raid maximized enemy
casualties and so became a standard military practice. This logic has carried over to the
corporate sector.

A dawn raid in the investing world occurs when a firm (or investor) purchases a large
portion of shares in a target firm at the opening of the market. A stock broker for the
hostile firm helps the firm build up a substantial stake (and maybe a controlling inter-
est) in the unsuspecting target. The hostile firm significantly lowers its takeover costs by
already holding a big chunk of its prey. Because the process is initiated through a bro-
kerage and at the market opening, the target firm doesn’t figure out what’s going on un-
til it’s too late. Even though only 15% of a firm’s stock can be captured in a dawn raid,
this percentage is often enough for a controlling interest. (When an individual investor
decides to do this, he or she is referred to as a raider.)

A dawn raid is sneakier and more effective than a formal bid in most cases, but it may
lead to resentment from the target firm. Unlike the dawn raid in war, the dawn raid of
the corporate world makes the people you just attacked before their morning coffee not
just your defeated enemies but now a part of your own army, meaning dissent may soon
brew in the ranks.

Capitulation

Capitulation is a term that finds its roots in the Medieval Latin word “capitulare” which
means “to draw up terms in chapters”. Since the 1600s, however, capitulate has been
synonymous with surrender, or defeat, usually military defeat. In the stock market, ca-
pitulation refers to the surrendering of any previous gains in stock price by selling equi-
ties in an effort to get out of the market and into less risky investments. True capitula-
tion involves extremely high volume and sharp declines, which are indicative of panic
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selling. After capitulation selling, many people believe the market place essentially be-
comes a bargain store because everyone who wanted out of a stock, for whatever reason
(including forced selling due to margin calls), has sold. It follows logically (but only in
theory) that the stock price should reverse or bounce off the lows. Simply put, some in-
vestors believe that true capitulation is the sign of a bottom.

War Chest and War Bonds

The gathering of a war chest has been around as long as war. Emperors and kings would
begin to amass tithes and taxes long before declaring war, presumably placing the funds
in a chest (maybe labeled with a note “to attack the Dutch” or something). The reason
for this hoarding was that experienced warriors cost money: mercenaries made up the
bulk of the leadership, and peasants, who were conscripted, provided the cannon fod-
der.

This tradition of saving up to wage war, either aggressively or defensively, has continued
on into the modern world of corporate warfare. Simply put, a war chest refers to the
funds a company uses to initiate or defend itself against takeovers.

Rather than pulling out of already stretched budgets, the governments of some coun-
tries (U.S. included) use war bonds to raise a war chest. War bonds are government-
issued debt, and the proceeds from the bonds are used to finance military operations.
War bonds essentially fund a war chest that is voluntarily filled by the public. The ap-
peal for these bonds is purely patriotic as they generally offer a return lower than the
market rate. Basically, buying a war bond is supposed to make citizens feel like they are
doing their part to support the troops — in the World War I, these bonds were hyped by
sentimental persuasion and depictions of the evils of the enemy.

War Babies

War babies are quite common all over the world. Children are classified as war babies if
they satisfy one or both of the following;:

1. They were born or raised during an invasion of their country.

2. They were fathered by foreign soldiers. This was extremely common in Vietnam. In fact,

there are still war babies attempting to gain U.S. citizenship.

In contrast, the war babies of the investing world are the companies that enjoy a jump in
stock prices during or before a war (traditionally a time of decline for the market). These
companies are usually defense contractors who build munitions, aircraft, artillery,
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tanks, etc. Although these companies aren’t the bastard children of foreign soldiers,
people usually do avoid claiming war babies in times of peace.

The Bottom Line

That’s that for the military parade down Wall Street. Military terms have crept into
many vocabularies and the fiercely competitive realm of finance is no exception.

Tems1 17-19
How Interest Rates Can Go Negative

For a long time economists believed that nominal interest rates, or the amount of money
received for depositing money, were theoretically bounded by zero to the downside.
Lately, however, central banks from Europe to Japan have implemented a negative in-
terest rate policy (NIRP) in order to stimulate economic growth. How is this lower
bound broken?

Real Rates Can and Have Been Negative

Before addressing how negative interest rates are being employed today, it is worth not-
ing that the real interest rate, which adjusts for inflation and accounts for the true cost
of borrowing, can and has been negative before. The real rate is calculated as: real rate =
nominal rate — inflation. If the central bank sets the nominal rate at 1% annualized and
inflation is 2% a year, the real rate would be effectively negative 1%. For example, $100
put into a bank would grow to $101 after twelve months, but be worth $98.98 in terms
of buying power after inflation. In other words, the depositor has lost money by keeping
it in the bank.

Negative Nominal Rates

The negative nominal rates that have been in the news as central banks seek to stimulate
their sagging economies, affect a very specific rate that only impacts members of the
banking or financial system. The central bank’s overnight interbank lending rate (exam-
ples are LIBOR and EURIBOR) is how much banks charge each other to borrow short-
term reserves with the central bank acting as a warehousing facility for any excess re-
serves that the banking system cannot internally match up. It is important to under-
stand that negative interest rates only apply to a small portion of funds, exceeding a cer-
tain amount, held by the central bank on behalf of the financial sector. Moreover, these
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negative rates do not directly impact most other depositors, who have been used to very
low rates of interest for nearly a decade anyhow.

The overnight interest rate is the basis for nearly every other interest rate including
those on retail bank deposits, certificates of deposit (CDs), mortgages, auto loans and
yields on corporate bonds. A negative nominal rate could serve to bring down all of
those rates as well. The goal is that depositors would rather spend or lend those funds
rather than have their value slowly erode over time. Many see this as a signal of despera-
tion by central bankers who have failed to stabilize macroeconomic activity via tradi-
tional monetary policy methods, or even by quantitative easing (QE).

The Bottom Line

Japan now joins the European Central Bank (ECB), Sweden, Switzerland and Denmark
in enacting a negative interest rate policy in order to kick-start the economy. The goal is
to discourage financial institutions from hoarding cash and instead to lend or invest it.
While only specific funds held by the banking sector will be subject to paying negative
interest rates, it has the potential to lower interest rates across the board making it easi-
er to borrow money for all. At the same time, such a move to negative rates may imply
that central banks are out of ammunition in combating recessionary pressures in the
economy and that, if this fails to produce good results, there may not be anything left to
do.

TeMmbl 20-22
How Negative Interest Rates Work

Interest rates are generally assumed to be the price paid to borrow money. For example,
an annualized 2% interest rate on a $100 loan means that the borrower must repay the
initial loan amount plus an additional $2 after one full year. On the other hand, a -2%
interest rate means the bank pays the borrower $2 after a year of using the $100 loan,
which is a lot to wrap your head around.

While negative interest rates are a great incentive to borrow, it’s hard to understand why
anyone would be willing to pay to lend considering the lender is the one taking the risk
of a loan default. While seemingly inconceivable, there may be times when central banks
run out of policy options to stimulate the economy and turn to the desperate measure of
negative interest rates.
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Negative Interest Rates in Theory and Practice

Negative interest rates are an unconventional monetary policy tool and, until 2014, had
never been implemented by a major central bank. The European Central Bank (ECB)
became the first when its deposit rate declined to 0.2 percent in September, 2014. A
number of other European nations turned to negative interest rates so that over one
quarter of Eurozone government-issued debt had negative yields by the end of March
2015.

Negative interest rates are a drastic measure that show policymakers are afraid that Eu-
rope is at risk of falling into a deflationary spiral. In harsh economic times, people and
businesses have a tendency to hold on to their cash while they wait for the economy to
pick up. But this behavior can serve to weaken the economy further as the lack of spend-
ing causes further job losses and lower profits, thus reinforcing people’s fears and giving
them even more incentive to hoard.

As spending slows, prices drop creating another incentive for people to wait as they wait
for prices to fall further. This is precisely the deflationary spiral that European policy-
makers are trying to avoid with negative interest rates. By charging European banks to
hold reserves at the central bank, they hope to encourage banks to lend more.

In theory, banks would rather lend money to borrowers and earn at least some kind of
interest as opposed to being charged to hold their money at a central bank. Additionally,
however, negative rates charged by a central bank may carry over to deposit accounts
and loans, meaning that deposit holders would also be charged for parking their money
at their local bank while some borrowers enjoy the privilege of actually earning money
by taking out a loan.

Another primary reason the ECB has turned to negative interest rates is to lower the
value of the euro. Low or negative yields on European debt will deter foreign investors,
weakening demand for the euro. While this decreases the supply of financial capital, Eu-
rope’s problem isn’t supply but demand. A weaker euro should stimulate demand for
exports, hopefully encouraging businesses to expand.

In theory, negative interest rates should help to stimulate economic activity and stave
off inflation, but policymakers remain cautious because there are several ways such a
policy could backfire. Because banks have certain assets like mortgages that, by con-
tract, are tied to the interest rate, such negative rates could squeeze profit margins to the
point where banks are actually willing to lend less.
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Also, there’s nothing to stop deposit holders from withdrawing their money and stuffing
the physical cash in mattresses. While the initial threat would be a run on banks, the
drain of cash from the banking system could actually lead to a rise in interest rates — the
exact opposite of what negative interest rates are supposed to achieve.

The Bottom Line

While negative interest rates may seem paradoxical, this apparent intuition hasn’t kept a
number of European central banks from giving them a try. This is no doubt evidence of
the dire situation that policymakers believe is characteristic of the European economy.
When the Eurozone inflation rate dropped into deflationary territory at -0.6% in Febru-
ary 2015, European policymakers promised to do whatever it takes to avoid a deflation-
ary spiral. But even as Europe embarked into unchartered monetary territory, a number
of analysts believe negative interest rate policies could have severe unintended conse-
quences.

Tembl 23-24
What Is the Quantity Theory of Money?

The concept of the quantity theory of money (QTM) began in the 16th century. As gold
and silver inflows from the Americas into Europe were being minted into coins, there
was a resulting rise in inflation. This led economist Henry Thornton in 1802 to assume
that more money equals more inflation and that an increase in money supply does not
necessarily mean an increase in economic output. Here we look at the assumptions and
calculations underlying the QTM, as well as its relationship to monetarism and ways the
theory has been challenged.

QTM in a Nutshell

The quantity theory of money states that there is a direct relationship between the quan-
tity of money in an economy and the level of prices of goods and services sold. According
to QTM, if the amount of money in an economy doubles, price levels also double, caus-
ing inflation (the percentage rate at which the level of prices is rising in an economy).
The consumer therefore pays twice as much for the same amount of the good or service.
Another way to understand this theory is to recognize that money is like any other
commodity: increases in its supply decrease marginal value (the buying capacity of one
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unit of currency). So an increase in money supply causes prices to rise (inflation) as they
compensate for the decrease in money’s marginal value.

The Theory’s Calculations

In its simplest form, the theory is expressed as:

MV = PT (the Fisher Equation)

Each variable denotes the following: M = Money Supply V = Velocity of Circulation (the
number of times money changes hands) P = Average Price Level T = Volume of Transac-
tions of Goods and Services

The original theory was considered orthodox among 17th century classical economists
and was overhauled by 20th-century economists Irving Fisher, who formulated the
above equation, and Milton Friedman.

It is built on the principle of “equation of exchange”:

Amount of Money x Velocity of Circulation = Total Spending

Thus if an economy has US$3, and those $3 were spent five times in a month, total
spending for the month would be $15.

QTM Assumptions

QTM adds assumptions to the logic of the equation of exchange. In its most basic form,
the theory assumes that V (velocity of circulation) and T (volume of transactions) are
constant in the short term. These assumptions, however, have been criticized, particu-
larly the assumption that V is constant. The arguments point out that the velocity of cir-
culation depends on consumer and business spending impulses, which cannot be con-
stant.

The theory also assumes that the quantity of money, which is determined by outside
forces, is the main influence of economic activity in a society. A change in money supply
results in changes in price levels and/or a change in supply of goods and services. It is
primarily these changes in money stock that cause a change in spending. And the veloci-
ty of circulation depends not on the amount of money available or on the current price
level but on changes in price levels.

Finally, the number of transactions (T) is determined by labor, capital, natural re-
sources (i.e. the factors of production), knowledge and organization. The theory as-
sumes an economy in equilibrium and at full employment.

Essentially, the theory’s assumptions imply that the value of money is determined by
theamount of money available in an economy. An increase in money supply results in a
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decrease in the value of money because an increase in money supply causes a rise in in-
flation. As inflation rises, the purchasing power, or the value of money, decreases. It
therefore will cost more to buy the same quantity of goods or services.

Money Supply, Inflation and Monetarism

As QTM says that quantity of money determines the value of money, it forms the cor-
nerstone of monetarism.

Monetarists say that a rapid increase in money supply leads to a rapid increase in infla-
tion. Money growth that surpasses the growth of economic output results in inflation as
there is too much money behind too little production of goods and services. In order to
curb inflation, money growth must fall below growth in economic output.

This premise leads to how monetary policy is administered. Monetarists believe that
money supply should be kept within an acceptable bandwidth so that levels of inflation
can be controlled. Thus, for the near term, most monetarists agree that an increase in
money supply can offer a quick-fix boost to a staggering economy in need of increased
production. In the long term, however, the effects of monetary policy are still blurry.
Less orthodox monetarists, on the other hand, hold that an expanded money supply will
not have any effect on real economic activity (production, employment levels, spending
and so forth). But for most monetarists any anti-inflationary policy will stem from the
basic concept that there should be a gradual reduction in the money supply. Monetarists
believe that instead of governments continually adjusting economic policies (i.e. gov-
ernment spending and taxes), it is better to let non-inflationary policies (i.e. gradual re-
duction of money supply) lead an economy to full employment.

QTM Re-Experienced

John Maynard Keynes challenged the theory in the 1930s, saying that increases in mon-
ey supply lead to a decrease in the velocity of circulation and that real income, the flow
of money to the factors of production, increased. Therefore, velocity could change in re-
sponse to changes in money supply. It was conceded by many economists after him that
Keynes’ idea was accurate.

QTM, as it is rooted in monetarism, was very popular in the 1980s among some major
economies such as the United States and Great Britain under Ronald Reagan and Mar-
garet Thatcher respectively. At the time, leaders tried to apply the principles of the theo-
ry to economies where money growth targets were set. However, as time went on, many
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accepted that strict adherence to a controlled money supply was not necessarily the
cure-all for economic malaise.

Tema 25
Globalization and the Butterfly Effect

The butterfly effect concept has become important in the finance world as globalization
continues to increase and capital markets connect. Volatility in one small area of the in-
ternational markets can grow rapidly and bleed into other markets, and a hiccup in one
corner of the international markets can have global consequences. Improvements in
technology and wider access to the Internet has increased the degree to which interna-
tional markets influence each other. This has led to more episodes of extreme market
volatility.

The butterfly effect has become well-known in popular culture, and the concept has
clear applications to finance. It and chaos theory may provide a partial explanation for
the unpredictability of capital markets.

Origin and Meaning of Butterfly Effect

The phrase “the butterfly effect” was first coined during a scientific meeting in 1972. Sci-
entist Edward Lorenz gave a talk on his work regarding weather prediction models. The
phrase suggests that the flap of a butterfly’s wings in Japan could create a small change
in the atmosphere that might eventually lead to a tornado in Texas.

Lorenz studied how small differences in initial values led to large differences in weather
models at the Massachusetts Institute of Technology. In 1961, he had entered an initial
condition in a weather model as 0.506, rather than the precise number of 0.506127,
which resulted in a completely different and unexpected weather pattern. In 1963, he
wrote a paper on this concept, titled “Deterministic Nonperiodic Flow.” The butterfly
effect concept shows how difficult it is to predict dynamic systems, such as weather and
financial markets. Study of the butterfly effect has led to advances in chaos theory.
Application of Chaos Theory to Markets

Capital markets go through alternating periods of calm and storminess. However, they
are not always chaotic, and the shift between calm and chaos is often sudden and un-
predictable. Some believe that these concepts of chaos theory can be used to understand
how financial markets operate.
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Markets tend to grow bubbles that eventually pop with drastic consequences. Financial
bubbles often grow because of positive feedback. When investors make money during a
rise in the financial markets, other observers think the investors must have made a
smart decision, which leads the observers to invest their own money in the markets. The
result is more buying and stock prices going higher. The positive feedback loop leads to
prices beyond any logical or justifiable level. The loop eventually ends, and the last in-
vestors in are left hanging with the worst positions.

The same concept can explain volatile bear markets. The markets can suddenly shift due
to outside factors, which causes investors to pay attention only to negative news. Initial
selling leads to more selling as market participants liquidate their positions. The nega-
tive feedback loop tends to accelerate quickly, often resulting in a market full of under-
valued stocks.

Fractals and the Markets

Prominent scientist Benoit Mandelbrot applied his work in fractals in nature to financial
markets. He found that examples of chaos in nature, such as the shape of shorelines or
clouds, often have a high degree of order. These fractal shapes can also explain chaotic
systems, including financial markets. Mandelbrot noted that asset prices can jump sud-
denly with no apparent cause.

Many in the markets tend to dismiss the extreme events that occur less than 5% of the
time. Mandelbrot argued that these outliers are important and play a significant role in
financial market movements. Traditional portfolio theory tends to underestimate how
often these high-volatility events occur. While his fractals cannot predict price move-
ments, he argued that they could create a more realistic picture of market risks.
Examples of the Butterfly Effect in Markets

Although technology has increased the impact of the butterfly effect in global markets,
there is a long history of financial bubbles going back to the tulip market bubble in Hol-
land during the 17th century. Tulips were a status symbol among the elite. They were
traded on exchanges in Dutch towns and cities. People sold their belongings to begin
speculating on tulips. However, prices began to drop and panic selling ensued.

There are more recent examples of bubbles. On October 1987, known as Black Monday,
the Dow Jones Industrial Average (DJIA) lost around 22% in one trading day, the larg-
est percentage drop ever for that market. There was no apparent cause for the drop,
though the DJIA had some large down days the week before, and there were interna-
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tional issues in the Persian Gulf. In retrospect, issues with panic selling and perhaps
program trading might be partly to blame.

In 2015, the Chinese stock market encountered significant volatility, dropping over 8%
in one day. Similar to Black Monday, there was no single event or cause for the drop.
This volatility quickly spread to other markets, with the S&P500 and the Nikkei losing
around 4%. Also like Black Monday, there had been weakness in the Chinese markets in
prior months.

Chinese officials had begun devaluing the renminbi. However, the main cause was likely
the high degree of margin used by Chinese retail investors. When prices began to drop,
investors received margin calls from their brokers. Retail investors were forced to liqui-
date their positions quickly to meet the margin calls, leading to a negative feedback loop
of selling. In years prior, the Chinese government encouraged people to put their money
in the market. Markets will only become more interconnected as technology continues
to improve, and the butterfly effect will continue to be a factor in global markets.

Tembl 26-27
4 Factors That Shape Market Trends

Trends are what allow traders and investors to capture profits. Whether on a short- or
long-term time frame, in an overall trending market or a ranging environment, the flow
from one price to another is what creates profits and losses. There are four major factors
that cause both long-term trends and short-term fluctuations. These factors are gov-
ernments, international transactions, speculation and expectation, and supply and de-
mand.

Major Market Forces

Learning how these major factors shape trends over the long term can provide insight
into why certain trends are developing, why a trend is in place and how future trends
may occur. Here are the four major factors:

1. Governments

Governments hold much sway over the free markets. Fiscal and monetary policy have a
profound effect on the financial marketplace. By increasing and decreasing interest rates
the government and Federal Reserve can effectively slow or attempt to speed up growth
within the country. This is called monetary policy.
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If government spending increases or contracts, this is known as fiscal policy, and can be
used to help ease unemployment and/or stabilize prices. By altering interest rates and
the amount of dollars available on the open market, governments can change how much
investment flows into and out of the country.

2. International Transactions

The flow of funds between countries impacts the strength of a country’s economy and its
currency. The more money that is leaving a country, the weaker the country’s economy
and currency. Countries that predominantly export, whether physical goods or services,
are continually bringing money into their countries. This money can then be reinvested
and can stimulate the financial markets within those countries.

3. Speculation and Expectation

Speculation and expectation are integral parts of the financial system. Where consum-
ers, investors and politicians believe the economy will go in the future impacts how we
act today. Expectation of future action is dependent on current acts and shapes both
current and future trends. Sentiment indicators are commonly used to gauge how cer-
tain groups are feeling about the current economy. Analysis of these indicators as well as
other forms of fundamental and technical analysis can create a bias or expectation of
future price rates and trend direction.

4. Supply and Demand

Supply and demand for products, currencies and other investments creates a push-pull
dynamic in prices. Prices and rates change as supply or demand changes. If something is
in demand and supply begins to shrink, prices will rise. If supply increases beyond cur-
rent demand, prices will fall. If supply is relatively stable, prices can fluctuate higher and
lower as demand increases or decreases.

Effect on Short- and Long-Term Trends

With these factors causing both short- and long-term fluctuations in the market, it is
important to understand how all these elements come together to create trends. While
these major factors are categorically different, they are closely linked to one another.
Government mandates impact international transactions, which play a role in specula-
tion, and supply and demand plays a role in each of these other factors.

Government news releases, such as proposed changes in spending or tax policy, as well
as Federal Reserve decisions to change or maintain interest rates can have a dramatic
effect on long term trends. Lower interest rates and taxes encourage spending and eco-
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nomic growth. This has a tendency to push market prices higher, but the market does
not always respond in this way because other factors are also at play. Higher interest
rates and taxes, for example, deter spending and result in contraction or a long-term fall
in market prices.

In the short term, these news releases can cause large price swings as traders and inves-
tors buy and sell in response to the information. Increased action around these an-
nouncements can create short-term trends, while longer term trends develop as inves-
tors fully grasp and absorb what the impact of the information means for the markets.
The International Effect

International transactions, balance of payments between countries and economic
strength are harder to gauge on a daily basis, but they play a major role in longer-term
trends in many markets. The currency markets are a gauge of how well one country’s
currency and economy is doing relative to others. A high demand for a currency means
that currency will rise relative to other currencies.

The value of a country’s currency also plays a role in how other markets will do within
that country. If a country’s currency is weak, this will deter investment into that country,
as potential profits will be eroded by the weak currency.

The Participant Effect

The analysis and resultant positions taken by traders and investors based on the infor-
mation they receive about government policy and international transactions create
speculation as to where prices will move. When enough people agree on direction, the
market enters into a trend that could sustain itself for many years.

Trends are also perpetuated by market participants who were wrong in their analysis;
being forced to exit their losing trades pushes prices further in the current direction. As
more investors climb aboard to profit from a trend, the market becomes saturated and
the trend reverses, at least temporarily.

The S & D Effect

This is where supply and demand enters the picture. Supply and demand affects indi-
viduals, companies and the financial markets as a whole. In some markets, such as the
commodity markets, supply is determined by a physical product. Supply and demand
for oil is constantly changing, adjusting the price a market participant is willing to pay
for oil today and in the future.
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As supply dwindles or demand increases, a long-term rise in oil prices can occur as mar-
ket participants outbid one another to attain a seemingly finite supply of the commodi-
ty. Suppliers want a higher price for what they have, and a higher demand pushes the
price that buyers are willing to pay higher.

All markets have a similar dynamic. Stocks fluctuate on a short and long-term scale,
creating trends. The threat of supply drying up at current prices forces buyers to buy at
higher and higher prices, creating large price increases. If a large group of sellers were to
enter the market, this would increase the supply of stock available and would likely push
prices lower. This occurs on all time frames

The Bottom Line

Trends are generally created by four major factors: governments, international transac-
tions, speculation/expectation, and supply and demand. These areas are all linked as
expected future conditions shape current decisions and those current decisions shape
current trends. Government affects trends mainly through monetary and fiscal policy.
These policies affect international transactions which in turn affect economic strength.
Speculation and expectation drive prices based on what future prices might be. Finally,
changes in supply and demand create trends as market participants fight for the best
price.

IlIxana oyenueanus: 5-6annpHas.

Kpumepuu ouenusanusn:

5 0a10B (MM OLIEHKA «OTJMYHO») BBICTABJSIETCS 00ydYarolmeMycsi, eciu
OH NPUHUMAET aKTHUBHOE ydacTue B Oecelie 1Mo OONBIIMHCTBY OOCYXK/1aeMbIX BO-
MPOCOB (B TOM YHUCJIE CaMBIX CJIOKHBIX); IEMOHCTPUPYET CPOPMHUPOBAHHYIO CIIO-
COOHOCTh K JMAJIOTMYECKOMY MBIIUICHUIO, MPOSBISET YBAXXEHUE U HMHTEpPEC K
WHBIM MHEHUSIM; BJIaJIeeT TIIyOOKHUMU (B TOM YHCIIE€ JOTOIHUTEIbHBIMU) 3HAHUSIMU
[0 CYUIECTBY 00CYXAa€MbIX BOIPOCOB, OPATOPCKUMH CIIOCOOHOCTSIMH U IpaBuUIia-
MU BEJECHUS MOJEMUKH; CTPOUT JIOTUYHBIE, ApTyMEHTUPOBAHHBIE, TOUYHBIE U JIAKO-
HUYHBIC BBICKA3bIBaHMsI, COMPOBOKIAEMbIEC IPKUMHU PUMEpPaMHU; JIETKO U 3aUHTe-
PECOBAHHO OTKJIMKAETCS Ha HEOXKUJAHHBIE PaKypchbl Oecellbl; HE HYXKIAeTcs B
YTOUYHSIOIIMX U (WJIN) JOMOJHUTENIBHBIX BOIPOCAX MPENO1aBaTels.

4 6as1a (MM OIICHKA «XOPOII0») BBICTABJISAETCS 00yYaromeMycs, €ClIi OH
NpUHUMAET ydactue B oOcyxaeHun He MeHee 50% IMCKYCCHOHHBIX BOIIPOCOB;
MPOSIBIISIET YBAXKEHUE M MHTEPEC K MHBIM MHEHMSIM, JIOKa3aTeIbHO U KOPPEKTHO
3allMIIAET CBOE€ MHEHHE; BIaJCeT XOPOIIUMHU 3HAHUSMHU BOIIPOCOB, B 00CYKIECHUU
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KOTOpPBIX TMPUHUMAET Yy4yacTHe; YMEET HE CTOJbKO BECTU IOJIEMUKY, CKOJBKO
y4acTBOBaTh B HEH; CTPOUT JIOTMYHBIE, ApTyMEHTHUPOBAHHbBIE BBICKA3bIBAHUSA, CO-
IIPOBOKJAEMBbIE MOIXOIAIIMMU MPUMEPAMU; HE BCErJa OTKIMKAETCS Ha HEOXKH-
JTAHHBIE PaKypchl Oecelbl; HE HYKIAETCS B YTOUHSIIOIMX U (MJIM) JOMOJIHUTEb-
HBIX BOIIPOCAX MpPEnogaBaTess.

3 0asa (WK OLIEHKA «YAOBJIETBOPUTEJIbHO0») BBICTABISICTCS 00ydJaroIe-
MyCsl, €CJIM OH IPUHUMAET y4acTHe B Oeceie 0 OJHOMY-ABYM HanOoJiee MpoCThIM
o0CyX/1aeMbIM BOIIPOCAaM; KOPPEKTHO BBICIYIIMBACT HUHbIE MHEHUS, HEYBEPEHHO
OPUEHTHUPYETCS B COJEPKAHUM OOCYKJA€MbIX BOIPOCOB, MOPOM TOMycKasi Omuo-
KH; B TIOJIEMUKE MPEANIOYUTACT 3aHUMATh MO3UIUIO0 3aMHTEPECOBAHHOTO CIyIlIaTe-
JIs; CTPOUT KpaTKue, HO B II€JIOM JIOTMYHBIE BBICKA3bIBaHHUS, COMPOBOXKIAEMbIE
Haubosiee 0UEBUIHBIMU IPUMEPAMU; TEPSIETCS IPU BO3SHUKHOBEHUH HEOXKHUIAHHBIX
pakypcoB Oecelbl U B 3TOM CiIydae HYKIACTCsl B YTOUHSIOUIMX U (W) TONOJHU-
TEJBHBIX BOIIPOCAX MPENOaBATEIS.

2 6anna (WM OICHKA «HEY0BJIETBOPUTEIBLHO0») BBICTABISETCS 00ydaro-
HIEMYCsl, €CIM OH HE BJIAJICET COJAEPKAHUEM OOCYKIAEMbIX BONPOCOB WU JOITYC-
KaeT rpyOble OIIMOKH; MacCUBEH B 0OMEHE MHEHUSIMU MJIM BOOOIIE HE YYAaCTBYET B
JUCKYCCUU; 3aTPYAHSETCS B IMOCTPOCHHMH MOHOJOTMYECKOTO BBICKA3bIBAHUS U
(W) TOMyCKaeT OIIMOOYHbIE BHICKA3bIBAHUS; TOCTOSHHO HYXIAETCS B YTOUHSAIO-
IUX U (WJIK) JOTIOJIHUTEIBHBIX BOIPOCAX MPENoaaBaTers.

2 OIEHOYHBIE CPEJCTBA IJIsI MPOMEXYTOYHOM ATTE-
CTAIIMA OBYYAIOIIINXCA

2.15AHK BOIIPOCOB H 3A/JAHHH B TECTOBOH ®OPME

1 Bomnpocs! B 3akpbITOoi hopme

1. The Internet as harmless as it may seem.
1. is
2. has been
3. isnot
4. is not been

2. He does but play computer games all days.
1. everything
2. nothing
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3. anything

4. something

. larrived the airport with plenty of time to check in.
1. for

2. to

3. at

4. in

. John has been to India, ?

1. isnot it

2. has not he

3. has not John

4. does not he

. I am going to my dentist
1. one of these days

2. another day

3. another of these days
4. the other day

. In spite of Shakespeare's fame we know very about his life.

1. little

2. alittle

3. few

4. less

. Neither Helen nor Andrew to go the museum.

1. is wanting

2. wants

3. does not want

4. do not want

. The first film of this director is much more interesting the
second one.

1. then

2. than

3. that

4. as

. By the time we got home, Alice a delicious dinner.

1. prepared

2. has prepared

3. had prepared

4. has been prepared

o1



10.Nobody being shouted at.
1. likes
2. does not like
3. is like
4. like
11.1 do not know who your bike.
1. stealed
2. has stoled
3. did stole
4. has stolen
12.She at the bus stop when a young man took her bag and ran
away.
1. was waiting
2. has been waiting
3. is waiting
4. had waited
13.1 an assay by six 0" clock yesterday.
1. have written
2. had written
3. wrote
4. was written
14.This newspaper is not very popular - young people.
1. for
2. with
3. about
4. over
15.Michelangelo Buonarroti was artists in history.
1. avery famous
2. one of the most famous
3. the most famous
4. one of famousest
16.Shakespeare is to understand than Agatha Christie.
1. difficult
2. more difficult
3. most difficult
4. the most difficult
17.1 took a shower, shaved and my best suit.
1. wore

52



2. dressed

3. puton

4. took off
18.Who

1. discovered

2. did discover

3. did discovered

4. discovers
19.St. Basil's Cathedral

America?

in the middle of 18 century in memory

of the victory over Kazan.
1. built
2. was built
3. was builded
4. had been built
20.She has got 3 children and her
1. oldest
2. eldest
3. the eldest
4. the oldest
21.1 usually go to school
1. in
2. with
3. 0n
4. by
22.A secretary is a person who

has just started school.

foot.

letters.

1. istyping

2. types

3. typed

4. will type
23.Neither Alex nor Nick

German

1. know
2. are knowing
3. do not know
4. knows
24.0ur planet is in grave danger

human activity.

1. because
2. the reason why
3. for
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4. as aresult of
25.My parents have lived in London.
1. always
2. usually
3. from time to time
4. never
26.1t was a boring film that I fell asleep in the middle of it.
1. so
2. such
3. too
4. very
27.When | at Baker Street, Holmes was sitting by the fire.
1. reached
2. entered
3. arrived
4. came
28.We ate cake. It was delicious.
the all
the whole
the every bit
each
29. difficult work!
1. which
2. what
3. what a
4. how
30.Tom Ann since childhood.
1. is loving
2. was loving
3. has been loving
4. has loved
31.There is no doubt that computers have our lives easier.
1. done
2. got
3. become
4. made
32.You will be here tomorrow,
1. isnotit

W e
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2. will not you
3. will you
4. will you be
33.There was to eat and drink after the party.
many
lot of
a lot
lots of
34, that strange man sitting over there?
whose
which
who is
4. who
35.1s there in the room?
1. somebody
2. something
3. anybody
4. anywhere
36.The telephone was by Alexander Graham Bell.
1. discovered
2. invented
3. explored
4. studied
37.This program me a lot of money.
1. cost
2. costed
3. had costed
4. was cost
38.1t happened our way home.
1. in
2. 0n
3. for
4. about
39.By the time, we arrived at the station, the train
1. left
2. has left
3. had left
4. was left

e

Wn e
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40.Mount Everest is

mountain in the world.

1. high

2. highest

3. the higher

4. the highest
41.Rome is famous for its

1. ancient

2. old

3. old-fashioned

4. modern
42.When did he arrive

1. at

2. 0n

3. 1in

4. for
43.Nobody

archaeological sites.

Moscow?

why people walk or talk in their sleep.

1. know
2. knows
3. knew
4. is knowing

44.There is oxygen on this planet! We

1. can

2. will can

3. be able

4. will be able
45.What will

1. the weather
2. a weather
3. weather
4. the weathers
46.The Sahara is
1. the hottest
2. hottest
3. the most hot
4. the hotter
47.John is not interested
1. about
2. 1n

to breathe.

be like tomorrow?

desert in the world.

politics.
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3. for
4. over
48.1 am sure we before.
1. have never met
2. have not never met
3. did not met
4. had met
49.They were in Spain last summer, ?
1. were they
2. isnot it
3. did not they
4. were not they

50.New Year Day is popular in Britain then Christmas.
1. more less
2. more little
3. less
4. little
51. Michelangelo began painting the ceiling of the Sistine
Chapel.

1. at the age of 33
2. at 33 years
3. at the age of 33 years
4. at the age of 33 year
52.The cost of living in our country has again.
1. rose
2. raised
3. picked up
4. risen
53.What we are having!
1. the rainy weather
2. arainy weather
3. rainy weathers
4. rainy weather
54.Who to go to the cinema with us?
1. want
2. does want
3. wants
4. is wanting
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55.1 think that John Lennon is musicians in the world.
1. greatest one of
2. the greatest
3. one of greatest
4. one of the greatest
56.1 do not like coffee with
1. the milk
2. amilk
3. milk
4. milks
57.1 usually go to school bus.
1. on
2. by
3. 1in
4. at
58.1 do not want to go to the country; | would rather at home.
1. staying
2. stay
3. to stay
4. will stay
59.Everyone of Bill Gates, the icon of American business and the
richest man in the world.
1. have heard

2. has heard
3. is hearing
4. has been heard
60.1t was cold that | put on my coat.
1. too
2. such
3. very
4. s0
2 Bomnpocs! B oTKpbITO#H opme
1 He (to clean) his teeth every day.
2 We (to play) snowballs last winter.
3 Tom (to get) a letter yesterday.
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4 | often (to visit) my friend in Moscow.

5 Helen usually (to do) her homework at 7 pm.
6 Five months ago | (to swim) in the river.

7 Now he (to be) at the zoo.

8 he visit his granny yesterday?

9 you (to play) computer games every day?

10 he (to play) computer games every day?

111 (not to watch) TV yesterday.

12 Tim (not to drink) hot milk every day.
13 We (not to visit) friends every Sunday.
14 1 (not to be) at the park now.

15 Boris (not to be) at home now.

16 | and my friend (not to be) at the zoo a week ago.

17 Do you have (some, any) work to do?

18 My son has (some, any) French books at home.
19 T haven’t got (some, any) questions.

20 Please, bring me (some, any) chalk.

21 (Some, any) children don’t like to play football.
22 Do you learn (some, any) foreign languages?
23 She was ready to get (some, any) job.

24 There isn’t (some, any) paper on the desk.

25 The (children) room is upstairs.

26 (Steve) school is very old.

27 My (parents) car was not expensive.

28 It’s my (neighbour) cat.
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29 They are our (doctors) glasses.
30 (Mr. Jones) secretary is here.

31 The (babies) toys are funny.

32 We love (Grandma) cookies.

33 The (women) boyfriends are late.
34 Can you see (Mrs. Sally) hat?

35 (The Browns) house is for sale.

36 (The America) Cup is a trophy awarded to the winner of the races between two

sailing yachts.
37 A (minute) delay can be very dangerous in such circumstances.
38 Those are (ladies) shoes.
39 | ate (a cookies / tree cookies).
40 | want (tea / some tea).
41 He bought ten bottles of (beer / beers).
42 Do you wear (two glasses / glasses)?
43 There is (some juice / little juice) in the glass.
44 My friend Tom doesn’t eat (meat / meats).
45 Would you like (a piece of cake / some cake)?

46 | need your (advices / some advice).

47 You (buy) this book yesterday?
48 Last Friday Jill (go) home early because she
to see a film.
49 When your brother usually (get) home in the evening?
50 Jane always (bring) us a nice present.
51 What those people (do) in the middle of the road?
52 You (read) this book?
53 While Fred (sleep), Judy (watch) TV.
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54 When | (be) young, | (think) Mary (be)

nice — but now I (think) she’s fantastic.

55 Look there! Sue and Tim (run) to school.

56 Jack’s father (not work) in London — he (not speak)
English.

57 Joe (buy) a car yesterday.

58 Their father often (go) to rock concerts.

59 Whenyou  (know) your examination results?

60 Kathy  (travel) to Caracas next month to attend a conference.

61 Do you have any plans for lunch today? — | (meet) Shannon at the
Sham Cafe in an hour. Do you want to join us?

621 (buy) a bicycle for my son for his birthday next month. Do you know
anything about bikes for kids? — Sure. What do you want to know?

63 How do you like your new job? — I don’t start it until tomorrow. I (give)
you an answer next week.

64 | suppose he  (talk) about his new invention.

65 Why are you packing your suitcase? — | (leave) for Los Angeles in a
couple of hours.

66 My regular doctor, Dr. Jordan, _ (attend) a conference in Las Vegas next
week.

67 What time class __ (begin) tomorrow morning? — It (begin) at eight
o’clock sharp.

68 The coffee shop  (open) at seven o’clock tomorrow morning. I’ll meet

you there at 7:15. — Okay. I’1l be there.

IIIkajsa oueHWBaHHUS Pe3yJbTATOB TECTUPOBAHMS: B COOTBETCTBHH C
JIEUCTBYIONIEH B YHUBEPCUTETE OAUTLHO-PEUTHHTOBOM CHCTEMOW OIICHUBAHUE pe-
3yJIHTATOB MPOMEKYTOUYHOM aTTeCTAIIMK O0YYAIOIINXCS OCYIIECTBISIETCS B paMKax
100-6annbHOM MIKAIBI, IPH TOM MaKCHUMAJIbHBIN OaJljl MO0 MPOMEKYTOYHON aTTe-
CTaIMu 00YyYaromuXCcsl Mo 04HOM popme oOyueHus cocTaBiseT 36 OawIoB, MO OY-
HO-3a04YHOU U 3a04HOM popmam 0OyueHus — 60 6aJI0B (YCTaHOBJICHO TOJIOKEHHU-
em I102.016).
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MaxkcuManbpHBIN Oal 3a TECTUPOBAHUE MPEICTABISET COOOM pa3HOCTh ABYX
YyUCcell: MAKCUMAJIBHOTO Oaia 1Mo MpoMEXyTOUHOW aTTecTaluu Juisi JaHHOU (dop-
MbI 00ydenus (36 wm 60) 1 MakcCUManbHOTO Oajia 3a perneHue KOMIETEHTHOCT-
HO-OPUEHTUPOBAHHOM 3a1auu (6).

bann, nmony4yeHHslit 00yJaromuMces 3a TECTUPOBAHUE, CYMMHpPYETCS C Oai-
JIOM, BBICTaBJICHHBIM €MY 3a pelIeHHe KOMIETEHTHOCTHO-OPUEHTUPOBAHHOM 3a/1a-
9.

OOmuii 6amuT Mo TMPOMEXKYTOUHOW aTTECTallMd CyMMHpPYETCs C Oasiamu,
MOJTyYEHHBIMHA OOYYAIOIIUMCS IO Pe3yJIbTaTaM TeKYIIEro KOHTPOJIS YCIIeBAEMOCTH
B TCUYCHUE CEMECTpa; CyMMa OaJIOB MEPEBOAMUTCS B OICHKY IO JMXOTOMUYCCKON
nikange (Ui 3a4eTa) Wik B OLICHKY MO S5-0ayuibHOM IKaje (A1 DK3aMeHa) Cliey-
IOIUM 00pa3oM:

CootBercrBue 100-6anmpHON U TUXOTOMHYECKOM IIKAJI
Cymma b6annos no 100-b6annvroil wikane | QOueHka no OUXOMoMUYeCcKoll WKaje
100-50 3a4TEHO
49 u meHee HE 3a4TEHO

CootsercTBre 100-0a/IbHON U 5-0aJIBHOM KA

Cymma b6annos no 100-b6ainvHoll wikane Ouyenka no 5-o6annvHot wKane
100-85 OTJIMYHO
8470 XOpOUIO
69-50 YIOBJICTBOPUTEIHHO
49 u meHee HEYAOBJIETBOPUTEIHHO

Kpumepuu ouyenuganus pezyiomamoe mecmupoeanus:
Kaxnprii Bonpoc (3agaHue) B TECTOBOM (popMe OLEHUBAETCA MO AUXOTOMHU-
YECKOM IIKaJje: BRIMOJIHEHO — 2 0aJjia, He BBITOJHEHO — () 0aJ1J10B.

2.2 KOMIIETEHTHOCTHO-OPUEHTHPOBAHHBIE 34/TA9YH
Komnemenmuocmuo-opuenmupogannas 3aoaua Ne 1

Give a short summary of the text, express your opinion concerning the infor-
mation.

The Global South as a Political Project
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The term “South” appeared in the international vocabulary in 1980 and in the fol-
lowing decade its association with the predicate “Global” happened due to the end
of the Cold War and the Globalization discourse and the dynamics of enlargement.
Because of the reference regarding poor and developing countries in contrast to the
richest and developed ones, the “Global South” is the heir of the outdated “Third
World” concept. In both denominations, the classification of the world considers
the stage of economic development towards modernity as the main parameter. The
understanding of such modernity and development is strongly associated with the
idea of progress or evolution. However, as well as the idea of the Third World, the
Global South cannot be seen simply as a set of non-developed and non-modern
countries localized in the ex-colonial zones of the globe. There are many different
meanings for both categories, which should not be understood exclusively in a ge-
ographical or territorial sense. The two terms were capable of projecting a subal-
tern geopolitical identity, presenting different ways to belonging in the internation-
al system.
In this view, the Global South “functions as more than a metaphor for underdevel-
opment”. The twentieth-century anticolonial movement, the Bandung Conference
(1955), the Non-Aligned Movement (1961), and Cuba’s Tricontinentalism (1966)
are some examples on which Global South has its origins and influences. For this,
the concept can work as a symbolic designation meant to capture the semblance of
cohesion that emerged when the former colonial entities engaged in political pro-
jects of decolonization and moved towards the realization of a postcolonial interna-
tional.
Thus, the term alludes to the history of imperialism and colonialism, as well as to
the violence suffered by its different members.
The members of the Global South are not necessarily nation-states and they can be
“defined in transnational social terms” or even “a set of practices, attitudes, and re-
lations”. Such understandings about what is the “Global South” allows thinking of
it as a category without a central command, defined scale, or exclusive form.
Therefore, it is important to recognize the great variety of actors, discourses, insti-
tutions, and movements that take part in this category. The Global South is not a
monolithic, cohesive, coherent, and homogenous entity characterized by the ab-
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sence of conflicts and interests. For both analytical and political purposes, it is im-
portant to not simplify or romanticize the idea of the Global South. The existence
of “south in the north” and “north in the south” complexifies the (re)production of
(neo)colonial and (neo)imperial power, especially in the current context of increas-
ing global inequalities. Thus, the rejection of everything regarding the “Global
North” itself can be a dangerous position and its complexity needs to be taken into
consideration in the same way as the “Global South”.

The simplification, reduction, and essentialization elapse from the mobilization of
binary categories such as center/periphery, west/east, or first/third world. Political-
ly, the self-recognition of one’s own subaltern position can be operated as “strate-
gic essentialism”, according to Gayatri Spivak (Morton, 2004). Thus, the Global
South imaginary is identified with the history of the peripheries, the east / “rest”
and the third world. The reaffirmation of subalternity does not allow forgetting the
colonial difference until the present. It is possible to verify a subaltern position re-
garding the international system, the economic dynamics, the cultural expressions,
the academic structures, the thinking systems. The Eurocentric character of modern
imperial power created resistance against Western domination (HURRELL, 2013).
At the beginning of the twenty-first century, the “Global South” was the most
powerful force to present and claim future alternatives to neoliberal globalization,
as well as the continuity of struggles on decolonization. From the civil society’s
perspective, “another globalization is possible” was the slogan of the World Social
Forum; the struggles against racism have reverberated in different institutions; the
environment and indigenous people’s rights protection became part of the interna-
tional agenda; experiences of decolonization have promoted the “new Latin-
American constitutionalism” and other kinds of contestation around the world,
such as demands on decolonizing academic curriculum or historical monuments
and museums. The Southern Theories and Epistemologies research agenda have
gathered debates about academic dependency, the geopolitics of knowledge, and
other logic of knowing. All those examples show and reinforce the understanding
of the Global South as a multifaceted movement that underscores the need for a
postcolonial international community of interest that advances the objectives of
equality, freedom, and mutuality in the form of a new ethos of power and subjec-
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tivity through foreign policy, international solidarity, and responsibility to self and
others in an international order free of the institutional legacies of colonialism.
From a governmental and intergovernmental point of view, the first decade of the
twentieth-first century has beard witness to the emergence of powers like Brazil,
Russia, India, China, and South Africa, that together formed the BRICS. Latin
America had experienced the so-called Left Turn or Pink Tide, following the dem-
ocratic elections of leftist leaderships in different countries. In a larger context,
South-South cooperation was stimulated within the new paradigm of development
proposed by the United Nations Development Program “Forging a Global South”,
published in 2003 (Dirlik, 2007). According to Gray and Gills, “South-South co-
operation (SSC) has been a key organizing concept and a set of practices in pursuit
of these historical changes through a vision of mutual benefit and solidarity among
the disadvantaged of the world system”. The limits of this new arrangement are
clear: The South had to seek development in the global capitalist economy. This
also signified an important shift in the content of development-away from an earli-
er emphasis on development as national development (or the development of the
whole nation).
Because of constraints and the reinforcement of the global capitalist neoliberal
agenda, the South-South cooperation has a limited potential to delinking or decol-
onizing the post-colonial international order. This is very different from the revolu-
tionary role performed by the Third World in making a decolonial inflection in the
bipolar Cold War dynamics. If “the solutions to the South’s problems must be part
of global solutions” as Dirlik pointed, the absence of alternatives outside the mar-
ket-oriented competition and the neoliberal ideology offers reduced possibilities to
construct new paths to development, to question what kind of the development or
even why development. Furthermore, the different structural constraints of the
post-colonial international order — including the state-centered form — raise suspi-
cion to the more critical or radical voices, which are seeing the “Global South” as a
product made by the “Global North”.
The Global South is a political project permanently disputed by progressive and
regressive forces in the multipolar context. Nowadays, the Global South has sever-
al challenges to maintain itself as an indispensable political project towards a fairer
and equal world. The pandemic, the decrease of democratic regimes, and the con-
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sequences of the “Anthropocene” are radically modifying the current global con-
text. The reconstruction of the idea of humankind, the continuity of the decoloniza-
tion projects, the retrieval of democracy, and the rescue of politics from the neolib-
eral rationality will be urgent tasks of the Global South along with the South of the
Global North.

Komnemenmuocmno-opuenmuposeanuas 3aoaua Ne 2

Give a short summary of the text, express your opinion concerning the infor-
mation.

Opinion — Paradiplomacy in Times of Pandemic: The Paths Ahead

Covid-19 has produced changes in all areas and will continue impacting the social,
economic and political structures. The field of International Relations is no
stranger to this phenomenon, where an already beaten multilateralism faces new
challenges that further threaten global interdependence. These new global circum-
stances force non-central governments to adapt and their internationalization
(paradiplomacy) is no exception. Although much has already been written about
the depth and scope of the effects Covid-19 is producing, this is an issue that will
continue to be debated. Although at this stage it would be irresponsible to point out
what the world will be when the pandemic finally ends, it is necessary to start ask-
ing about possible exit scenarios in order to prepare ourselves.

During this world crisis, paradiplomacy has shown that it has a role to play. The
internationalization of non-central governments, especially through decentralized
cooperation generates direct benefits for the sub-state entities. For instance, Barce-
lona (Spain) has decided to spend 400,000 euros to fight Covid-19 in cities abroad,
like Amman (Jordan), Saida (Lebanon), Tetouan (Morocco) and Maputo (Mozam-
bique), among others. Likewise, Frankfurt (Germany) has donated 10,000 euros to
its twin city of Milan (Italy) to help in the fight against the pandemic. In South
America, which is currently facing winter and probably the worst moments of the
pandemic, non-central governments have also turned to their international ties. For
example, the province of Cérdoba in Argentina turned to its twinning agreement
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with the Chinese city of Chongging, to obtain medical supplies. In the same way,
the Bio Bio region in Chile asserted its long relationship with the Chinese province
of Hubei, to access the essential masks to combat the pandemic.

In parallel to this increase in paradiplomatic initiatives, states have also exercised
greater control over areas that, although within their exclusive competence, had
been relaxed during the rise of globalization. Under this light, central governments
have implemented restrictions to free transit, tightened border controls and ampli-
fied their presence in international relations. In this sense, it is worth asking two
questions: (1) Has the pandemic contributed to or hindered paradiplomacy? (2)
Will these effects endure in time?

Firstly, the internationalization of non-central governments has faced a double dy-
namic. On the one hand, states have augmented their presence in the international
arena through unilateral responses to the crisis. On the other hand, states seem to
have deviated from multilateral organizations (already in question prior to the pan-
demic). This has favored the fragmentation of the global scene and seems to have
increased levels of competition (for example, for medical supplies). This has also
affected non-central governments, which frequently have had to confront their cen-
tral governments regarding circumstances linked to the pandemic. For example,
closure of borders left large contingents of migrants stranded without work in
many cities, making the local authorities responsible to handle a situation generat-
ed by the central government (as did de city of Iquique in Chile). Also, many sub-
state units required their states to declare quarantine in their territories or even
went as far as unilateral declaration (as seen in the Mexican state of Jalisco and the
Brazilian state of Sao Paulo).

On the other hand, the pandemic has once again shown that the international be-
havior of non-central governments does not necessarily follow the actions of their
states. In recent months, while global focus turned to the central governments’ uni-
lateral actions, international cooperation in healthcare was brought to the attention
of the sub-state units revitalizing various paradiplomatic initiatives. Several rele-
vant actions were born in this area, such as Cities for Global Health. Likewise, co-
operation within organizations such as United Cities and Local Governments
(UCLG), UN Habitat, the AL-LAs Project, the International Urban Cooperation
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and Metropolis, among others, was revitalized through the exchange of experienc-
es to face the crisis in all its dimensions.

Therefore, the pandemic has had a dual impact on paradiplomacy. On the one
hand, the presence of states is regaining its prominence in the global scene (both
effectively and relatively), this can put in jeopardy the interdependence gained dur-
ing the rise of globalization and, in turn, hinder the internationalization of sub-state
units. On the other hand, non-central governments are also innovating in their links
and generating new spaces of cooperation, which is contributing to the develop-
ment of paradiplomacy.

Secondly, there is the longer-term question regarding how this trend may impact
the future of paradiplomacy. At this point it is not possible to affirm with any de-
gree of certainty that the changes produced in the matter of state presence or de-
centralized cooperation will last over time. However, there is a third component
that can generate a substantive change in how non-central governments have so far
internationalized: the use of virtual platforms to hold international meetings.

The closing of borders and the reduction of air traffic at the international level, as
well as the social distancing and quarantine at the domestic level, have had a direct
impact on the congresses, summits, seminars and other face-to-face meetings that
were scheduled during 2020. Practically, all these encounters have been canceled,
rescheduled or migrated to digital platforms. The latter did have a significant effect
on the possibilities of participation that the smaller intermediate and local govern-
ments. The emergence of virtual platforms for holding meetings, both ordinary
meetings and seminars on specific subjects such as health, gender, transport or
economy, makes the paradiplomatic practice available to all non-central govern-
ments and not only to those with the resources and times necessary to embark on
international trips.

The post-Covid-19 paradiplomacy scenario sets three major questions: (1) Will
states emerge with an enlarged international role that further limits non-central
governments participation in the international arena? (2) Will the renewed momen-
tum of decentralized and health cooperation networks continue? And (3) will
broader participation of non-central governments be secured through virtual plat-
forms? To the first two questions we can only venture opinions, but the third we

68



must actively answer and work so that the pandemic leaves us with a more diverse
and inclusive world, at least in terms of paradiplomacy.

Komnemenmunocmno-opuenmuposanuas 3aoaua Ne 3

Give a short summary of the text, express your opinion concerning the infor-
mation.

Understanding Ukraine and Belarus: A Memoir

In any memoir, it is always difficult to decide what to include and what to leave
out. I decided to write this one as a result of prompting from some of my students
who have often encouraged me to put some of the stories of my travels on paper.
But no writer really knows whether their experiences are unique or common,
whether their insights are in any way original. Still, I convinced myself that there
were some unusual things about my own.

First of all, my period of development as a scholar coincided with the later years of
the Cold War, the collapse of Communism in eastern Europe, and the fall of the
Soviet Union. Moreover, | had spent this period both as an analyst and a graduate
student, and began my academic career precisely during the time the Soviet system
collapsed, and just a month before the failed putsch in Moscow that heralded the
end of Gorbachev’s leadership, although not in the manner the putschists had in-
tended.

Second, | do think my engagement with Chernobyl and the disaster of 1986 to be
something worth relating. This book contains original comments | made in my dia-
ry during the time of my visit there, largely unedited, though some of my 1980s
prose seems alien and opinionated to me today. The disaster continues to draw
public interest, thanks to new books and the documentary series of 2019 on
HBO/Sky Television that evoked much anger in the Kremlin, but was generally
lauded elsewhere.

Third, my studies pertain to areas of much dispute, and even warfare, over histori-
cal memory, which has affected and influenced many scholars of Ukraine in par-
ticular. The time period coincided with the rapid development of social media,
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which has meant that propaganda on both sides — but particularly in Russia — has
been rife, and those expressing opinions on sites such as Facebook and Twitter are
not necessarily, and perhaps not usually from the academic domain. It is no longer
possible to express views that do not coincide with one or another prevailing narra-
tive and not receive a torrent of abuse, often from people we do not know and have
no wish to know.

Though Russia is a part of this monograph, the nations | know best, Ukraine and
Belarus, feature most. They are starting to redefine their identities, often based on
historical memory, and most often, in one way or another, the Second World War.
Official and unofficial narratives often pay little heed to history. In Ukraine,
memory is the source of serious polemics, arguments, violence, and commemora-
tion and these escalated in the period 2013-2019 to levels never hitherto witnessed.
With an oligarch and chocolate magnate at the helm, Ukraine’s position became
more narrowly defined. Russia was the enemy and Ukraine’s path was with Eu-
rope. At the same time there were contradictions because during the height of this
hybrid and real warfare, Russian exports to Ukraine were actually increasing. But
few noticed that or, if they did, expected it would not last long.

Western politicians, writers, and scholars came to Ukraine in this period and most
embraced the uprising and perceived it as a quest for democracy and freedom,
away from authoritarianism and the remnants of the Soviet past. But as new presi-
dent Volodymyr Zelensky perceived, what most Ukrainians really needed were
better living standards and security and less ideology or street renaming. In many
ways these desires were similar to those of Russians in the late 1990s, with the
hapless, absent, and increasingly uninterested Boris Yeltsin at the helm.

For my own part, these disputes have had an impact on my career and continue to
do so. In one sense, these memoirs in part are a narrative of my relations with two
communities: with Ukrainians both at home and in Ukraine, from one who worked
closely with the community for many years and then found himself outside it, even
ostracized in some circles; and in Belarus, where | have not had the same experi-
ence because the country is more authoritarian and the opposition has not had an
opportunity to break out of this pattern and influence national development. And in
my home of Edmonton, there is no Belarusian community conducting organized
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activities. Moreover, it has rarely been unified in North America as a whole since
the declaration of independence in 1991.
Simply put, it is very difficult in 2020 to be an objective and humanitarian scholar,
working and researching at a distance from the events of the recent past and even
those in earlier periods. The overriding symbol of the current interpretations out-
side academia is nationalism, of many varieties, but with ethnic nationalism in the
ascendancy. Fortunately, in my view, it does not represent all of Ukraine, or even
the majority. And invasion of and warfare in one’s country only tends to catalyze
and heighten such sentiments. That would be the case anywhere, though perhaps
not of such extreme varieties.
| have basically adhered to chronology in this memoir, from earliest times — in my
case the 1950s — to the present, interspersing some personal events, both happy and
tragic, as well as some stories that might entertain, which in their own way are as
revealing about the nature of the societies described than any scholarly publication.
Occasionally | have resorted to a narrative of political changes, but only to provide
some explanation and context for those less familiar with the events described. If
there is a theme it is of the value of open-mindedness, humanitarianism, and aca-
demic freedom in the 21st century, a period of incomplete news and “fake” news,
when information is overloaded on our laptops and phones, but it is hard to discern
what is of real value. Those that have researched more deeply are often derided for
their conclusions because they do not coincide with the preferred narrative of the
army of scribes on Twitter or Facebook.
Universities, which have been my main career focal point, are now in financial
plight in my province of Alberta, and the Arts and Humanities, in particular, the
subject of severe budget cuts. In some cases, disciplines that were once taken for
granted have to justify their existence, often from student enrolments or students’
future careers, while administrations of universities are bureaucratized and bloated,
appealing to business and engineering students rather than those who wish to pur-
sue studies purely from academic interest. The problem is Canada-wide. In Van-
couver in the summer of 2019, | was interested to hear a university Chair of Histo-
ry opine that he advised students not to pursue PhDs because they had no future
ahead of them should they do so. There were simply no jobs available for those
completing dissertations.
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| was fortunate that my introduction to academic life preceded such sentiments,
and was allowed to research the former Soviet Union and publish what | wanted.
My scholarly career also took certain directions that coincided with public interest,
such as the Chernobyl disaster (Chornobyl in Ukrainian), memory politics at the
time of Euromaidan in Ukraine, and debates on the Second World War that contin-
ue today. In Belarus, the legacy of Stalin remains strong, and my current project
has set itself the goal of uncovering some of the events of the late 1930s and early
1940s, and publicizing them for the benefit of the Belarusian public, and yet rec-
ognizing that they may prefer not to know.

It is time surely to be rid of myths or illusions about Stalinism. He has left his mark
on these societies along with those that followed him along his cruel and ideologi-
cal path, devoid of any human feeling. That is as close to an academic “mission” as
| have ever acknowledged. Historians, after all, are supposed to remain dispas-
sionate and detached. A few of us think we still are.

Komnemenmunocmuo-opuenmupoeannas 3aoaua Ne 4

Give a short summary of the text, express your opinion concerning the infor-
mation.

Opinion — Impacts and Restrictions to Human Rights During COVID-19

The COVID-19 pandemic is a complex emergency, a biological and sanitary disas-
ter that has impacted the entire world. Its multidimensionality is also present in the
responses to it (health, security, economic, and political aspects), and a relevant el-
ement that ought to be present in the design and implementation of measures to
face the new coronavirus implicates human rights. The impacts of COVID-19 on
human rights can be divided into three main groups: 1) human rights affected, 2)
vulnerable groups (both preexisting and whose vulnerability emerged from the
pandemic), and 3) systemic impacts.

There are human rights touched by COVID-19 in terms of access to prevention and
treatment, among which are the right to health (both physical and mental, and in
terms of preventive actions to avoid contamination and remedy, and actions that
allow access to health care); access to water and sanitary measures; access to in-
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formation; and non-discrimination (in access and rights). Then, there are the rights
impacted by the necessary responses to the pandemic, such as freedom of move-
ment (shelter in place and ability to leave one’s home); freedom of assembly and
association; right to work; labor rights; access to work and income; right to educa-
tion, access to food security, and right to private property.
Besides these, some rights demand responses to be in place in order to be protected
or not violated, such as the ones relating to humanitarian assistance, economic aid,
and measures to prevent the increase in inequalities. And, lastly, some rights have
been violated in the responses to COVID-19, such as freedom of expression, the
right to privacy (encompassing data protection and protection against intrusive
surveillance techniques), and non-discrimination (including the prohibition of xen-
ophobia).
Human rights are fundamental, basic, and universal. Human rights are central to
the life-projects of individuals, they comprise the core values of most societies (in-
cluding the international community), and define human dignity. Consequently,
restrictions imposed upon them are limited. First, they must be established by law
— in International Law, for instance, in Article 4(2) of the International Covenant
on Civil and Political Rights and the specific provisions of the rights to freedom of
expression, freedom of assembly, freedom of thought, conscience and religion, in
the human rights conventions.
Assistance in interpreting these restrictions are provided in General Comments 5
and 29 of the United Nations Human Rights Committee. Second, some rights are
absolute and may not be suspended at all, such as the prohibition of torture. Third,
only those rights which must be suspended to deal with the emergency may be lim-
ited. And fourth, the suspensions must be temporary, necessary, legal, and propor-
tional.
The proportionality element requires, on the one hand, that States seek the least
harmful measures possible in dealing with the emergency, and, on the other hand,
it is closely related to the protection of vulnerable groups.
Vulnerable groups, in general, are identified by gender (women and LGBTI+ per-
sons); age (children and the elderly); other specific conditions (such as disability,
chronic illnesses, or lack of resources — such as for homeless persons); or status
(prisoners, detainees, refugees, asylum seekers, ethnic/national minorities, and in-
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digenous peoples). All of these vulnerable groups have been affected by COVID-
19, for instance by domestic violence, sexual violence, limitation of access to legal
abortion, “triple work shifts” (as women’s work has exponentially increased at
work and home), restrictions in education, restriction in access to school meals, ac-
cess to health systems, accessibility in general, closing of borders, exposure to risk
in deliveries and essential works, detention conditions, inclusion in public policies
and lack of specific and tailored public policies in the pandemic, as well as dis-
crimination.
The COVID-19 emergency, however, has also created vulnerability for groups that
are not generally thought of as vulnerable, such as health workers, essential work-
ers, workers in the entertainment/cultural and the food industry, and journalists. It
has, furthermore, exacerbated existing inequalities (social, economic, and in terms
of access), thus impacting some groups disproportionately.
This reflects systemic problems in the societies at large. But the COVID-19 pan-
demic has brought forth other systemic issues. One issue relates to access to jus-
tice, with the judicial systems paralyzed and/or trying to figure out ways to rein-
vent or update their procedures to allow for access. In addition, worldwide calls to
end systemic racism and reform police departments that have exercised excessive
violence with regard to vulnerable groups reveal another systemic societal prob-
lem.
A second issue demands a reflection on the role and adequate access to technology,
as, on the one hand, responses to the pandemic need to be globally shared, and on
the other, a plethora of gadgets, tools, and apps have been the solution for some,
while internet access remains unattainable for millions. The other side of the coin
is the lack of control and incentive for the removal of misinformation and fake
cures for COVID-19 being widely spread on the internet and followed by people
who have no access to better information.
Third, there are challenges to democracy. Responses to polls about the pandemic
have revealed that some people consider authoritarian regimes better able to deal
with the pandemic than democracies. An understandable perception given that de-
mocracies require the consent of the governed to agree to the measures imposed
upon them, whereas authoritarian regimes do not require such consent and in a
democracy not all people will grant their consent resulting often in a less than per-
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fect outcome. As democracies are the best environment for human rights, weaken-
ing democracies impacts human rights protection.

It is clear that the COVID-19 pandemic has had an important impact on human
rights. Actions need to be taken to fight the emergency, but human rights need to
be taken into consideration and be respected even during a pandemic.

Komnemenmuocmno-opuenmuposanuas 3aoada Ne 5

Give a short summary of the text, express your opinion concerning the infor-
mation.

Trump’s Foreign Policy Doctrine of Uncertainty

Donald Trump’s foreign policy is a matter of continuous controversy and intense
scrutiny. This interest stems from the fact that the arena of international relations
and the field of American foreign policy are witnessing significant alterations as a
consequence of the actions of the Trump administration. The objectives of this ar-
ticle are to identify the defining characteristics of Trump’s foreign policy and to
assess their faithfulness to traditional and modern-era foreign policy schools. The
analysis puts the nature of Pax-Americana and US exceptionalism face to face with
the assumption of a post-American world. It also examines the ‘“Trump Doctrine’
as what Trump himself described as a ‘brand new’ foreign policy (Curran). Thus,
this article reflects on the extent to which Trump is establishing a new school of
American foreign policy.

A presidential doctrine is a constant practice of a particular political ideology
which can be defined as, a set of ideas, beliefs, values, and opinions, exhibiting a
recurring pattern, that competes deliberately as well as unintentionally over provid-
ing plans of action for public policy making, in an attempt to justify, explain, con-
test, or change the social and political arrangements and processes of a political
community (International Encyclopedia of the Social & Behavioral Sciences).
Historically, there have existed four major schools that are eligible to meet these
characteristics and requirements. These Schools are the focus of political historian
Walter Russell Mead’s Special Providence. First, he identifies the Hamiltonian
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School as realist and interventionist, which describes the belief system once held
by Alexander Hamilton and based on economic and hegemonic stability to ensure
a superpower position for America. Accordingly, the government’s main goal is to
build a global order of trade and economic relations with other nations, as ‘tariffs
and trade policy have always been a political levy used to shape national economic
interest’. Since the Hamiltonians are interest-driven, avoiding wars, keeping good
relations with trading partners and preserving a profitable world economic system
is fundamental to the Hamiltonian thought.

Second, Mead investigates the idealist and globalist school led by the 28th Presi-
dent of the United States in a period of global unrest after the First World War. The
main agenda of the Wilsonian School is humanitarianism and multilateralism. It is
dedicated to the spread of peace and the prevention of war. Driven by a belief in
the moral obligation of promoting its unique democratic values in the world, Wil-
sonians put American exceptionalism into practice. The US has the mission of sav-
ing other nations from great evils by promoting democracy. The main interest is
found in building a world order but ‘that order must also be based on principles of
democratic government and the protection of human rights’ (Mead 139). Thus, the
Wilsonian School is universal, driven by the need to spread human rights in an
economically prosperous world.

Unlike the previously mentioned schools, the remaining two are not universal but
rather specific to America. First, the Jeffersonian School is an idealist and isola-
tionist school of thought. Its focus is directed at domestic welfare and at minimiz-
ing foreign relations, by championing an ‘America first’ strategy. In other words,
America should guard a safe space away from the troubled world. The belief in
American superior values is advocated by the Jeffersonians who have long per-
ceived the United States as having righteous principles. However, instead of
spreading their values to the world, they are better preserved by following an isola-
tionist agenda. Nevertheless, the presence of a serious threat can justify interven-
tion abroad.

Last but not least, Mead shifts his focus to the realist and isolationist Jacksonian
School. It is, the most obstructionist of the schools, the least likely to support Wil-
sonian initiatives for a better world, the least able to understand Jeffersonian calls
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for patient diplomacy in difficult situations, or the least willing to accept Hamilto-
nian trade strategies’.

Komnemenmunocmno-opuenmuposeanuas 3aoaqa Ne 6

Give a short summary of the text, express your opinion concerning the infor-
mation.

Detecting Trump’s Foreign Policy Doctrine

Though specialists are still trying to understand on what basis and under which cir-
cumstances Trump builds his views, his pattern of thinking is often labelled as
Trumpism (Tanenhaus and Sargent). Trumpism alludes to ambiguity and uncer-
tainty and does not have a common or standard definition. In fact, unlike most of
his predecessors, Trump is a president with no prior political or military experi-
ence. His strong affiliation with the world of money and media has had a tangible
impact on his understanding of the world. The president’s world-view is transac-
tional and business-oriented (Stephens). In fact, Trump does not espouse a sophis-
ticated world-view. As Stephens puts it, Trump’s ‘America First’ agenda ‘draws
on populist, isolationist instincts’ since it is based on his renunciation of globalism
and adherence to nationalism.

It 1s still contested whether Trump’s approach to foreign policy is isolationist or
internationalist. In a foreign policy speech during his presidential campaign,
Trump announced that his intended foreign policy would replace ‘randomness with
purpose, ideology with strategy, and chaos with peace.” The building block of his
approach to foreign policy is ‘America first’. For Trump, to make America first at
the global arena is to disengage it from the ‘failing’ post-Cold War system, includ-
ing international treaties and institutions (Curran, 4). In his inaugural address in
January 2017, Trump announced that America would ‘shine as an example for eve-
ryone to follow’. However, this example should start from a focus on domestic af-
fairs.

This focus on national interests coupled with his rejection of international institu-
tions pushed many political analysts to consider Trump as an isolationist (Brin-
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kley). In fact, Trump announced the end of humanitarian interventions through his
harsh critique of the Obama-Clinton interventionist foreign policy legacies. He al-
so expressed his rejection of George W. Bush’s liberal hegemony. Tony Smith de-
scribes Trump as ‘the most anti-liberal internationalist president’ the U.S. has seen
since 1940 (quoted in Paterson). On the other hand, Ted Galen Carpenter contends
that ‘despite the accusations from Trump’s critics, Washington remains as hawkish
and interventionist as ever.” Hence, Trump 1s not a full adherent of isolationism
nor is he an internationalist.

It may be controversial whether Trump is isolationist or not. However, it is widely
agreed that he is a realist. In a foreign policy speech in 2016, Trump announced
that ‘America First will be the major and overriding theme of [his] administration’.
He claimed that his decisions would first and foremost take into consideration ‘the
interests of American people and American security’. In a rally in Texas in 2018,
he laid out his vision saying that, ‘a globalist is a person that wants the globe to do
well, frankly not caring about the country so much. You know, we can’t have that.’
Then, he declared himself a ‘nationalist’. Theoretically, Trump’s approach is real-
ist par excellence since it prioritizes American national interests regardless of hu-
manistic or moralistic considerations.

Trump does not miss any chance to express his opposition to multilateralism. First,
he describes Obama’s multilateral foreign policy as a total failure. Second, he per-
ceives international institutions as a liability and a threat to the US national inter-
ests. Finally, this position was translated into acts during the first months of his
presidency as he realized one of his campaign promises to withdraw from different
international organizations and treaties. Thus, it is safe to classify his approach as
unilateralist.

Trump’s impulsive style as a president is the most controversial feature of his pres-
idency. James B. Stewart described his style as a businessman to be ‘impetuous,
impolitic, and sometimes immature.” This does not differ from his behaviour in the
White House. In fact, White House officials are regularly alarmed by his erratic
behaviour according to multiple accounts. In 2018, Bob Woodward published
Fear: Trump in the White House. The book is based on hundreds of hours of inter-
views with members of the Trump administration. It portrays the President as an

78



impulsive decision-maker, painting a picture of chaos that Woodward claims
amounts to a ‘nervous breakdown’ of the executive branch.

The language and rhetoric employed by Trump are highly problematic. In fact, his
informal style, simple language and repetitive insults endow his style with an in-
contestable uniqueness. The president is also known for his ‘alternative facts’ and
for his unique understanding of events. According to a five-day analysis done by
Politico, Trump uttered one fallacy every 3 minutes. Thus, Trump’s rhetoric, not
far from his personality, is mainly characterized by spontaneity, unpredictability
and informality, which adds to the ambiguity of his approach to foreign policy.

It would be fair to argue that Trump’s approach to foreign policy does not clearly
fit with any of the previously mentioned classical schools. Trump has gone his own
way when it comes to conducting foreign policy. The fundamental incoherence is
made obvious through Washington’s withdrawal from international treaties and
agreements. Unsurprisingly, Europeans are increasingly showing open resentment.
This weakening of trust could have profound geopolitical implications. Similarly,
under Trump’s administration, the US—China relationship is turbulent and unsta-
ble. In fact, Trump’s chaotically aggressive foreign policy concerning China makes
it impossible to analyse his foreign policy approach in conventional diplomatic
terms. Again, Trump’s ‘national security’ commitment sounds dreary and proves a
watershed when it comes to the US—Iran relationship, namely his abandonment of
the nuclear deal, which unveiled his unilateralist stance. Such ill-conceived step
could undermine US influence in the region and lead to the proliferation of new
crises.

Trump’s administration has no clear foreign policy pattern. In fact, the President’s
approach appears to be impulsive, improvisational and devoid of a clear purpose
and value as the administration’s decisions seem to be erratic, ill-considered and
ill-conceived. Since his election Trump’s actions, have proved what many observ-
ers have long accused him of being — belligerent, rash, chaotic and short-tempered.
Trump seems at odds with conventional foreign policy. His actions are bewilder-
ingly unpredictable. He sometimes seeks withdrawal from the world and other
times seems capable enough to dominate it and to leverage US strength. Thus, it is
hard to separate Trump’s flawed character from the policies themselves.
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Komnemenmunocmno-opuenmuposanuas 3aoaua Ne [

Give a short summary of the text, express your opinion concerning the infor-
mation.

A Trumpian World of Uncertainty

The rationale of this article stems from an attempt at classifying Trump’s foreign
policy approach into one of the classical schools. As findings may display, the
Trump administration’s foreign policy falls short of the different traditional ap-
proaches, ranging from isolationism to internationalism, realism to idealism and
unilateralism to multilateralism. Trump’s theoretical isolationism clashing with his
practical interventionism could best be referred to as a Trumpian World of Uncer-
tainty.

Trump once announced the end of humanitarian interventions. In a sudden decision
to pull US troops out of Syria from combating Islamic State terrorists on October
23, 2019, President Donald Trump argued, “Let someone else fight over this long-
bloodstained sand... the plan is to get out of endless wars, to bring our soldiers
back home, to not be policing agents all over the world”.

This statement might announce the beginning of the end of the American universal
mission. In fact, promising to ‘Make America Great Again’, Trumpism may break
ties with US’ hegemonic traditions. The president’s repetitive recurrence to isola-
tionism and the absence of specific policy patterns that have long stood since the
indoctrination of interventionism raise many questions and put forth the possibility
of a post-exceptionalism foreign policy.

Nevertheless, Syria, Irag, Afghanistan, Ukraine, Turkey, China and North Korea
have all been under Trump’s crosshairs ever since he was elected head of state.
Trump seems to manufacture more enemies by the day. His political incorrectness,
coupled with his poor diplomatic and imprecise oratory skills, create tensions that
usually end in cross-national conflicts. The ambiguous agenda of a self-proclaimed
isolationist who has kept expanding the list of US enemies could be best described
as another element of the Trumpian world of uncertainty.
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The classical schools were of paramount significance to the myriad of American
presidents who took office after the indoctrination of American interventionism in
the midst of the Second World War. However, Trump’s foreign policy approach,
generally, and more often than not, has proved to be incoherent, making the future
of American diplomacy hazy and unpredictable. On the one hand, this might herald
a new departure for a post-Exceptionalist American foreign policy doctrine that is
impulsive yet functional, unpredictable yet realist, chaotic yet pragmatic. Trump-
ism could be on its way to thrive as a unique and an atypical form of managing in-
ternational affairs that favours a more Isolationist and Unilateralist approach, with
emphasis on soft power and cutting deals through economic rewards and sanctions
rather than military deployment.
On the other hand, this might entail the end of American dominance in world af-
fairs and a shift of power hierarchy from the United States to the hands of emerg-
ing superpowers such as China. Trump’s demotivation vis-a-vis the international
arena and his denouncing of global affairs might halt American supranational dom-
inance. This decline of Pax-Americana may possibly entail the collapse of the cur-
rent world order and the move to a new one, where US international influence is
diminishing. The Trump administration’s way of conducting foreign policy might
result in the decline of American global dominance as an underlying result of polit-
ical and economic incompetence.
Conclusion
In the hope of untangling this highly complex and ambiguous foreign policy, the
synthesis is two fold. First, Trump’s paradoxical and ambiguous foreign policy
puts forth a new Trumpian Doctrine of Uncertainty, one that is chaotic yet prag-
matic, impulsive yet functional, unpredictable yet realist. Second, the implications
of such an atypical doctrine may lead to the decline of Pax-Americana, as an out-
come of Trump’s apathy towards international affairs. This view is supported by
Zakaria, who predicted a relative diminishing of American global dominance in the
near future. His ‘Post-American World’ thesis puts forth the possibility of a change
in global power hierarchy and a possible shift in the current world order.
Cross-matching Trump’s personality with his foreign policy also highlight a tight
correlation between both. The president’s arrogance, narcissism, anti-
intellectualism, populism, belligerence, unpredictability and transactional thinking
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are reflected in his way of conducting foreign affairs. A critical examination of
Trump’s personality consolidates that the American foreign policy is a replica of
Donald Trump’s personality features. The sharp symmetry between the president’s
traits and his foreign policy agenda, coupled with the absence of a specific under-
lying school of thought and the incoherence of his statements deem pinpointing
policy patterns an impossibility during his tenure.

Komnemenmuocmno-opuenmuposeanuas 3aoaua Ne 8

Give a short summary of the text, express your opinion concerning the infor-
mation.

Opinion — Racial Injustice and the Erosion of America’s Global Standing

A specter is haunting America, one of centuries-old pathologies never structurally
addressed. When the 2020 black lives matter protests began, following the police
killing of an unarmed man, George Floyd, in Minneapolis, it should have been a
domestic crisis. Instead, the outrage following Floyd’s death, compounded by the
scandal-prone leadership of the Trump administration, has quickly turned what
was originally an “American tragedy” into an international one with major geopo-
litical ramifications for years to come. The demonstrations across the world in sol-
idarity with American protestors is just one example of its international dimension.
But a more defining factor in the internationalization of this particular saga was
surely the violent response by law enforcement officers and the constant attempts
to militarize the crisis.

For many, especially those watching from countries and regions that have long
been lectured on human rights issues, the whole episode was another indication of
a deep-rooted hegemonic hypocrisy — “do as I say, not as I do.” Unsurprisingly,
America’s geopolitical adversaries, in a characteristically opportunistic burst, have
been quick to jump on the social justice bandwagon to score a few geopolitical
points.

Iran branded George Floyd’s death a ‘cold-blooded’ killing that reveals the true na-
ture of the American government. Russia opted for what it usually does: flooding
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the Internet with divisive messages and seizing the occasion to critique Washing-
ton’s ‘repressive’ response to the unrest. Turning the geopolitical dynamics on its
head, the Russian Foreign Ministry called on American authorities to respect peo-
ple’s right to peacefully protest.

China was also quick to jump in despite being reprimanded for its growing totali-
tarian repression aided by state-of-the-art surveillance technology, epitomized by
the suppression of the pro-democracy movement in Hong Kong and mass deten-
tions of its Muslim minority in Xinjiang. But, if in April America was able to issue
harsh and scathing criticisms against China while Beijing faced a global outcry
over the racial profiling and mistreatment of African nationals during the COVID-
19 crisis, the table seems to have turned. Hua Chunying, a spokesperson for Chi-
na’s Foreign Affairs Ministry, posted ‘I can’t breathe’ on Twitter, referring to
George Floyd’s last words that have become a rallying slogan for demonstrators
the world over, while China’s state-media have been actively calling on America to
address racial injustice at home and stop interfering in other countries’ internal af-
fairs.

But the battle between Beijing and Washington extended to Africa, where the two
powers have been attempting to undermine each other’s broader engagements with
and interests in the continent. Nonetheless, it is crucial not to overstate China’s
role in Africa’s perception of race and racism issues in America — issues one could
refer to as ‘the Great American Question’— if only because the dynamics and the
relationship well-outdate China’s modern engagement with the continent.

From a historical vantage point, to talk about America is to talk about African
slavery. And understanding that tragic history is critical to understanding the reac-
tions in Africa to the Great American Question. In July 1964, Malcolm X brought
home to his ‘African brothers and sisters’ at the first summit of the Organization of
African Unity (OAU) — the predecessor of the African Union (AU) — in Cairo,
Egypt, his concerns on the fate of Americans of African descent. Malcolm X’s
message was a poignant pan-African plea: African-Americans, he said, ‘firmly be-
lieve that African problems are our problems and that our problems are African
problems....” In part, thanks to Malcolm X’s moving imploration, the OAU passed
a resolution that condemned ‘the existence of discriminatory practices’ against Af-
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rican-Americans and called on America ‘to intensify... efforts to ensure the total
elimination of all forms of discrimination based on race, color or ethnic origin.’
This was just one instance of how America’s foreign policy towards the continent
was complicated by racism at home, a fact John F. Kennedy’s Secretary of State,
Dean Rusk, once admitted: ‘the conduct of our foreign policy is handicapped by
our record in the field of civil rights and racial discrimination.’
Decades later, that egregious record still shocks and disheartens many in Africa.
So, it was only natural that Floyd’s killing drew widespread condemnations in the
continent. For instance, the president of the AU Commission, Moussa Faki Ma-
hamat, firmly condemned the murder of George Floyd. In his statement, he re-
called the OAU’s historic resolution of 1964 to reaffirm ‘the rejection by the [AU]
of persistent discriminatory practices against black citizens of the United States of
America.” Likewise, in an open letter, African writers, ‘who are connected beyond
geography,” denounced the killing and expressed their strongest solidarity with the
protestors. Such an outpouring of outcries across the continent forced American
embassies in Africa to attempt to control the damage by making an unprecedented
move to condemn the murder that took place back home.
But given America’s long history of racism, enforced and sustained through vio-
lence and socio-economic oppression, such diplomatic efforts are destined to
achieve very little. At the Democratic Convention in 2004, Barack Obama, an am-
bitious young African-American senator who would later become America’s first
black president, told an electrified, charmed audience that central in the American
political culture is the conviction that ‘all men are created equal.” This, the young
senator insisted, made America the only place on earth ‘where my story is even
possible.” The paradox, however, is that beneath that American exceptionalism al-
so lies the foundation of the Great American Question. And Obama himself surely
knows — at least he should — too well how America has long denied its black peo-
ple the inalienable rights to life, liberty, and the pursuit of happiness — the basis of
the so-called American dream.
Yet that same America has failed to liberate its black people from perpetual op-
pression and subjugation at home. As a product of that brutal reality, Malcolm X
warned his audience at the 1964 Cairo summit on how, to people of color, America
could be compared to South Africa’s Apartheid regime. Indeed, while the Apart-
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heid regime ‘is like a vicious wolf, openly hostile to black humanity..., America is
cunning like a fox, friendly and smiling on the surface, but even more vicious and
deadly than the wolf.’

In that 1964 African tour, Malcolm X also observed, this time in Ghana, that there
is no American dream for America’s black citizens. There is only the American
nightmare. Today, that nightmare seems to engulf the country and help further tar-
nish its global standing. The protest and the quickness with which it gained steam
might be a clear sign of a troubled nation: Think of the racial injustice, the police
brutality, the job losses, and the Covid-19 pandemic, which, instead of being
America’s great equalizer it was deemed to be, turned out to be a black plague for
Black America.

Unfortunately, clear leadership to steer the nation out of these storms has been
wanting. ‘When the looting starts, the shooting starts’ is usually something one as-
sociates with some nameless militaristic state on the brink of collapse. But this par-
ticular fanning of the flame of hatred came from Donald Trump himself. Little
wonder, some see America becoming a fragile state whose stabilization is off the
table in the near term, while others see a much gloomier picture.
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(part 1)

It is difficult to overstate the impact of Brexit European defence policy — from here
onwards referred by the acronym CSDP, the EU’s Common Security and Defence
Policy. Indeed, the departure of one of the European Union’s (EU) “Big Three” —
to include France and Germany — would always lead to a long term shift in the ge-
opolitical profile of the EU that is still difficult to fully appreciate. Nonetheless, the
departure of the United Kingdom (UK), which remains, with France, one of two
military powers in Western Europe with nuclear weapons and deployment capa-
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bilities outside of Europe (Keohane, 2018) was not necessarily a negative one for
the CSDP. However traumatic Brexit has been for the EU, this event also meant
the exit of the most reluctant EU member to an autonomous European defence pol-
icy outside of NATO.

As last year’s Munich Security Report recognized, the ‘deepening of CSDP was
something that London was notoriously reluctant to.” Already in the year of UK’s
referendum to leave the EU, Zandee (2016) has stated that ‘the British vote (...)
can open the door to a real strengthening of the CSDP (...) without the blocking
position of London.’ In this article, I shall take stock of this prediction and whether
or not “real strengthening” has been happening since the UK’s momentous vote.
Germany: The indispensible EU member

When it comes to the evolution of the political direction of the EU, and in particu-
lar the CSDP, one country remains the most influential: Germany. The biggest
economy in the EU was almost unanimously considered as the most influential and
powerful member state of the EU during the last decade, independently from the
source, be it from academic experts, European and global media outlets and senior
officials of the EU and other countries (such as Kundnani 2015; Matthijs, 2016;
Paterson, 2011; Schweiger, 2014; Stelzenmiiller, 2016; The Economist, 2013).
Such a leadership, or even according to some, ‘Hegemony’ (Bulmer and Paterson,
2016; Kunz, 2015), which remains a rather charged concept in the realm of Inter-
national Relations, will not be the focus of this article. Nonetheless, suffice to say
that Germany remains the essential EU country without which, for political, eco-
nomic, and even strategic reasons no major reforms in the CSDP can advance (Ma-
jor and Molling, 2018).

The past ten years, following the Euro crisis of 2009-onwards, was the moment
when Germany stood out as the indispensible member of the EU. The crisis pro-
vided an opportunity for Germany to assert a clear leadership in defining the EU’s
policies. This is a trend with would go on in further crises, such as the one follow-
ing the Russian annexation of Crimea in 2014 (Daehnhardt, 2015) or the refugee
crisis with its height in 2015 (Meiritz, 2015). Even though it had already been an
important state in the EU, for instance, in defining the rules for the Economic and
Monetary Union in the 1990s (Baun, 1996), Germany exercised its power in the
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EU in the context of the Franco-German axis — even serving as a junior partner to
the French in matters of foreign and security policy (Pachta, 2003).
When it comes to the European defence policy, the turning point for Germany, in
hindsight, came in 2014 after the Crimean crisis (Pond, 2015). When Russia in-
vaded another European country it came as a shock to the German establishment
(Kwiatkowska-Drozdz and Poptawski 2014) — a country traditionally keen on
maintaining as close a relationship as possible with Russia for historical and eco-
nomic reasons (Go6tz, 2007). However, those strong ties were not enough do deter
Berlin from taking a lead role in applying crippling sanctions on the Russian econ-
omy (Daehnhardt, 2015; Pond, 2015). Additionally, in the Munich Security Con-
ference of 2014, there were three major speeches delivered by members of the
German government on defence policy, notably by its president (Bundesprasidi-
alamt, 2014). These were followed, in 2015, by a statement from the Defence Min-
ister Von Der Leyen that introduced the concept of ‘leadership from the middle’
[of the EU]. The 2016 ‘White Paper on German Security Policy and the Future of
the Bundeswehr’ put to paper those and other speeches by German senior officials
and mentioned some of the concepts advanced for the future of German security
strategies in previous years.
In the years between the Treaty of Lisbon becoming effective (December 2009)
and the Brexit referendum, Germany continued its traditional policy of focusing
mainly on NATO as the main field of cooperation in the area of defence (Kunz,
2018; Algieri, Bauer and Brummer, 2006). The successive Merkel governments
were not interested and/or willing in investing more in European defence and in
deepening the capabilities of CSDP — not even on the military capabilities of the
German army, which suffered years of investment shortfalls. An official report by
the Military Commissioner of the German parliament, cited by Deutsche Welle
(2018), stated that less than 50% of the main weapons systems of the German
armed forces were ready for interventions, or even for training, of the country’s
military forces.
More importantly, as the abstention in the 2011 Libya operation had shown, Ger-
many’s aversion to the use of military force remained an important factor (Brock-
meier, 2013). The lack of German leadership at a time when German economic,
and even political preponderance, in the EU was unrivalled by any other state
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meant that a truly integrated European defence had hardly come any closer to be-
ing materialized by the wake of the Brexit vote than when the CSDP was originally
created in 1999. As Anand Menon considered in 2010 (p.88), ‘most Member States
share an increasing disillusionment with the CSDP.’

Main German interests and preferences for the CSDP

Any analysis of Germany’s role in forming the EU’s security and defence policy in
the wake of Brexit shall begin by establishing the main German interests and pref-
erences for European defence policy — for which the main source will be the Ger-
man Government itself and namely, the aforementioned most recent “White Paper
on Security Policy and the Future of the Bundeswehr,” which is the key German
policy document on security policy.

The first priority for Germany concerns the importance of preserving the sover-
eignty of the entire European continent, by which the country clearly identifies its
own security with the security of all its neighbours and fellow EU members. The
second priority is the commitment to the further integration of European defence
policies. For this regard, Germany’s 2016 White Paper: ‘strives to achieve the
long-term goal of a European Defence and Security Union’ that includes ‘strength-
ening the European Defence industry’ and ‘integration of military and civilian ca-
pabilities.” From this second quote, we can deduce a nuance that is important in
understanding some of the differences arising with Paris over the future develop-
ment of the CSDP.
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Post-Brexit EU Defence Policy: Is Germany Leading towards a European Army?
(part 2)

Reading between the lines of the White Paper, it seems clear that maintaining unity
and cohesion between the entire EU and in cooperation with NATO are the Ger-
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man priorities, even if that entails compromises in the EU that lead to less ambi-
tious initiatives under the CSDP (Algieri, Bauer and Brummer; 2006; Von der
Leyen, 2019). On the other hand, France gives absolute priority to augment inte-
grated European military capabilities — its own 2017 Strategic Review document
(commissioned after the election of Emmanuel Macron) referring to the need to
‘respond’ effectively to the US request to ‘share the burden’ of military expendi-
tures.
The third priority comes attached to the second: Germany supports a deepening of
the CSDP, but not (unlike France, for instance) at the expense of a weakening of
its commitment to the NATO alliance, which includes a component of military
presence of American troops on German soil (Algieri, Bauer and Brummer; 2006).
This is a position that German governments have consistently defended, even un-
der the rather strained bilateral relationship with Washington under President
Trump (Erlanger, 2019). In the 2016 White Paper, Germany declares that among
its national interests ‘is the strengthening of transatlantic and European security
partnerships.” Thus, for Berlin, maintaining full compatibility with NATO remains
the bedrock of its defense policy, arguably trumping (no pun intended) its com-
mitment to the CSDP, at least until now.
Finally, a very important principle for Germany as a normative power, is the de-
fense of what it considers as indispensable values connected to its belonging to the
European Union and, in a broader way, the Western world. In the realm of security
policy, Germany states in the White Paper its perennial upholding of multilateralist
principles, reiterating multiple times its strict respect for multilateral norms. In
practice, it states that it should intervene militarily with an international mandate
(namely from the UN), helping to put its refusal to intervene in Libya in 2011 in
the context of a consistent national policy.
Any self-respecting analysis must go beyond the written words and dive into what
is their meaning in an overall strategic sense for Germany’s policy. As such, I be-
lieve that one can identify certain principles which guide Germany in the EU.
These are summarized in the table below and will help guide the next stage of this
analysis — what policies were actually implemented in the European Defence poli-
cy after Brexit and the German influence on those.
Germany and the EU: The main guiding principles (own work)
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PESCO: The landmark for a new beginning in the German-shaped CSDP

If one looks back, almost every progress in the European Integration begins with
new institutional arrangements, and the post-Brexit renewed push on Defence poli-
cy was no exception. In 2003, the EU had published its first European Security
Strategy Strategic document as a Union (essentially its own White Papers), and
this was replaced in 2016 by a new document written under the authority of then
High Representative of the Union for Foreign Affairs and Security Policy, Federica
Mogherini. Even though it is nominally written under the authority of the Commis-
sion, this is a policy area where member-states have been reluctant to delegate too
much power to Brussels, and the new document necessarily reflects a compromise
among all the member-states. The 2016 Global Strategy reflects an intention to
bring renewed life to the CSDP, being ‘doubly global, in geographic and thematic
terms’ (Zandee, 2016). Several initiatives have been implemented since the Strate-
gy was approved:

Permanent Structured Cooperation (PESCO; 2017)

European Defence Fund (2017)

Military Planning and Conduct Capacity (2017), which is part of the Military
Corps of the External Action Service and constitutes the EU’s first permanent op-
erational headquarters, a long-standing Franco-German ambition.

Coordinated Annual Defence Review (2019)

In the Global Strategy, the EU undertakes to achieve ‘strategic autonomy.’ In addi-
tion, there is a ‘principle-based pragmatism’ that guides the implementation of the
strategy, but again without defining it in detail. In an assessment of this Global
Strategy, Bendiek (2016) was critical of the ambiguity of ‘defence cooperation’
proposed for the CSDP ‘without a convincing description of how this great ambi-
tion should be achieved under resource scarcity conditions, strategic discord
among member states and continued adherence to the consensus commitment in
decision making,” (the consensus rule having been, in my view, a frequent block in
more ambitious proposals for the CSDP).
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mation.

Post-Brexit EU Defence Policy: Is Germany Leading towards a European Army?
(part 3)

The document seeks to balance such ‘strategic autonomy’ with the reiteration of
the importance of NATO for the defence of Europe, in a commitment to a majority
of ‘Atlanticist’ or strongly pro-NATO member states. In this way, the document
refers to the objective of deepening the transatlantic bond and further ensures that
NATO remains ‘the primary framework for the majority of Member States, whose
defensive planning and development of military capabilities are conducted in full
coherence with NATQO’s defence planning process’ (European Commission, 2016).
So, this new push in the CSDP is not (yet) ‘Europe taking its fate its own hands,’
as Merkel famously declared it must do in 2017 (in Paravicini, 2017) after the first
round of G7 and NATO meeting with US president Donald Trump. Nevertheless,
PESCO can indeed be the bedrock foundation for the future of European defence
policy, and it was likely the biggest institutional change for the CSDP since its cre-
ation at the turn of the century.

PESCO was a mechanism made possible under the concept of Enhanced Coopera-
tion (in which a minimum of 9 member states decide to reinforce cooperation or
harmonization in a given area), introduced by the Treaty of Lisbon. In Defence,
PESCO was created with support from the German government (Major and Mol-
ling, 2018) and institutionalized in 2017. In September 2017, an agreement was
made between EU foreign ministers to move forward with PESCO with 10 initial
projects. The agreement was signed on November 13 by 23 of the 28 member
states. Ireland and Portugal notified the High Representative and the Council of the
European Union of their willingness to join PESCO on 7 December 2017, and
PESCO was activated by 25 states on 11 December 2017 with the approval of a
Council decision (European Council, 2017). Denmark and Malta did not partici-
pate, the first being consistent with its position to not participate in the CSDP
(Cunningham, 2018). The biggest absentee from PESCO was, of course, the UK,
which finally left the EU in 2020.
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The description by Major and Molling (2018) seems to support the view that
PESCO has an initiative primarily aimed at combining a will to further EU defence
policy, while not hurting internal cohesion; ‘because of German lobbying, PESCO
has become an inclusive political effort (and bureaucratic due to) typical EU pro-
cedures and institutions that allowed the participation of all EU states, rather than
an exercise focused on (building) capabilities’ at the security/military level. Ac-
cording to the same authors, ‘France preferred the opposite: an exclusive club for
states that are really capable and willing to contribute forces to operations.” Major
and Molling add that, ‘Disappointed with a Germanized PESCO, Paris is now
shaping its European Intervention Initiative (E12) outside the EU,’ allowing for the
inclusion of the UK, which remains as previously mentioned the other largest mili-
tary power in Western Europe.
France: Indispensible partner, but regular source of disagreement
This is the time to address one of the elephants in the room when it comes to Euro-
pean Defence: even if Germany remains the indispensable EU member, nothing
can be done without France’s approval — especially not in the matters of defence
and security, for which France is arguably still a more capable country than Ger-
many and certainly a less inhibited one for well-known historical reasons. Germa-
ny’s pacifism was a feature of Cold War times and one that remains until the pre-
sent day (Bittner, 2019). In 1971, Chancellor Willy Brandt summed up this para-
digm in his acceptance speech for the Nobel Peace Prize: ‘War is not the ultima ra-
tio but the ultima irratio.’
Since the Brexit vote, France has gone through its own significant political elec-
tion. In 2017, under the more real threat than ever of the election of the highly Eu-
rosceptic Marine le Pen, Emmanuel Macron was elected President of France with
the most pro-Europeanist mandate ever in the Fifth French Republic (The Econo-
mist, 2017). In his plan for the “revival” of the EU, strengthening the CSDP was
one of the priorities, with Macron also referring to the goal of creating a ‘European
army’, a statement soon echoed by Chancellor Merkel (Brunsden and Chazan,
2018).
Was this a revival of the Franco-German Axis in the realm of defence policy? Per-
haps, but the interests of the two states regarding the future of EU Defence remain
divergent. In July 2017, the two countries agreed at a bilateral meeting (Koenig
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and Walter-Franke, 2017) on an ambitious agenda for capabilities in the context of
the military operations in Sahel, where France had long been doing the heavy lift-
ing. This was a step in the right direction for European Defence after years of disa-
greements over military interventions outside Europe and with Paris reportedly be-
coming increasingly frustrated by Germany (Munich Security Report, 2019). Co-
operation in the Sahel, on paper, should be the perfect combination of the French
(military) and German (civil) forces. Nonetheless, a more profound political divide
remains between Paris and Berlin, now a matter of an occasional cooperation
agreement. Indeed, a close examination of the French and German approaches to
defence and security, even after the post-2016 push, reveals that structural differ-
ences have not disappeared, particularly with regard to the three dimensions of the
current debate on security in Europe, as defined by Kunz (2018), the East vs. South
dimension; the definition of the right level of ambition for the CSDP; the question
of whether Europe needs a Plan B for its defence in times of an increasingly weak-
ened transatlantic link.
The 2019 Munich Security Report also refers to Franco-German differences:
Contrasting models of European defence cooperation also illustrate different mind-
sets: for the French, the integration of European defence is a means of strengthen-
ing their military power, strengthening military power is the means and improving
European integration is the end.
These differences are all the more crucial as they also represent a deeper divide in
the geographical security priorities between eastern and southern members or, re-
spectively, the ones more worried and threatened by Russia and the countries tradi-
tionally more friendly to Moscow and more concerned with the security issues of
the wider Mediterranean basin, like terrorism or even the refugee crisis, depending
on the government.
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The answer to the question that names this article is mostly no, and a true Europe-
an army remains distant. The ambitious speeches by Chancellor Merkel or even
President Macron seem to be premature: the recent rhetoric of creating a European
army still lacks the means, structures and institutions that can put it into practice, a
situation that is unlikely to change anytime soon. Nevertheless, some of the most
recent signs of progress, post-Brexit, appear to go in the direction of a greater im-
portance for the CSDP.
When it comes to what can be foreseen for the short and medium term of European
Defence and the German role in it, some conclusions can be drawn, and the EU
and Germany (in cooperation with France and other EU members), have two main
decisions to take regarding the future.
One: Regarding their ambitions
‘Today’s European governments face a decision similar to the one that the United
States faced in the 1940s: increase their strategic means to meet their collective
foreign policy goals or reduce their ambitions to adapt them their limited capabili-
ties’ (Krotz and Maher, 2011, p.573). I consider it unlikely and frankly counter-
productive that the EU will be able to avoid this issue indefinitely. The EU, in par-
ticular Germany, will have to accept that an increasingly important role at a global
level potentially entails painful costs and risks, and has to determine which ones
can be tolerable and unacceptable. One of the most positive developments in
CSDRP is that it finally begins to be debated what the European strategy should be,
instead of considering only 27 national strategies. The fact that some of the ambi-
tions set out in the 2016 Global Strategy were translated into concrete initiatives in
the following years was a much needed progress.
Obstacles to progress remain ahead; in the harsh assessment of Adrian Hyde-Price,
‘despite the progress made in institutionalizing the CSDP, the military effective-
ness and operational performance of EU missions has been disappointingly poor;
these missions are almost always small-scale humanitarian aid, operations training
and the rule of law in a largely benign and consensual environment. [...] The mili-
tary production of the CSDP was, therefore, very low.” This even leads Hyde-Price
to ask if the growing number of debates around the European defence are not ‘too
much noise for nothing’ (2018, p 400).
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Two: Regarding the relationship to be established in the future between the EU’s
defence and NATO
At the end of the same year as the Brexit referendum, Donald Trump was elected
President of the USA. Traditionally, American leadership within NATO reflected a
trade-off between security and autonomy, which has led Washington to accept
covering most military costs and resources in exchange for being able to guide
general policy within the transatlantic alliance. That might be changing in the fu-
ture, and one should not forget that the criticism in Washington about what is per-
ceived as a low commitment to NATO by Germany (including not reaching the 2%
in Defence expenses) predates President Trump and will likely continue during fu-
ture administrations — Robert Gates, then Secretary of Defence of President
Obama, warned about the gap ‘between those willing and able to pay the price and
bear the burdens of commitments, and those who enjoy the benefits of NATO
membership but don’t want to share the risks and the costs’ (Shanker, 2011).
The question is, what should Germany and the EU do as a response? France has
long been uncomfortable with the trade-off that allows NATO to be the main secu-
rity guarantee for Europe, while Germany traditionally has accepted and even wel-
comed it. Why? In my views, that is in no small part because it allows Berlin to
avoid difficult questions about its defence policy and capabilities while its security
is guaranteed in the middle of a secure and peaceful Europe. As Trump’s recent
threats to withdraw US troops in Germany show (Hill, 2020), Berlin can no longer
avoid at least considering these questions.
The discomfort with the new unilateralism (““America First” and the devaluing of
NATO) by President Trump have led to successive public statements by German
leaders in favour of a more autonomous European defence, namely the aforemen-
tioned Merkel declaration of the need for Europeans to take the future into their
own hands; furthermore, Germany has used its leadership to go past the speeches
into concrete action, namely with PESCO, which promises to shape the future of
the CSDP for at least the next decade under a Germany-promoted concept of inclu-
sive vision for all members of the EU. If France and Germany convince the rest of
the EU members that they must strengthen their own defence capacity in order to
gain greater autonomy from Washington, the evolution of the CSDP can accelerate
significantly in the medium term.
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The biggest test, as always, will be if EU member states are willing to put their
money where their mouths are and to accept an increase in defence budget costs, a
choice that many EU countries, starting with Germany, seem to remain very reluc-
tant to take. They may no longer afford this luxury in the years to come when the
world seems more and more dominated by security threats and Great Powers com-
petitions.
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Covid-19: Learning the Hard Way

For months now, we have been bombarded by images of Italians and Spaniards in
lockdown expressing solidarity from their balconies, of Jacinda Ardern speaking to
New Zealanders from her home, of migrants workers being offered food and shel-
ter in the Indian state of Kerala, of South Korean quarantine Kits comprising
masks, food and water and much more. Understandably, public interest so far has
focused on the most visible aspects of the pandemic response. By looking at empty
streets and the number of people wearing masks it was easy to draw comparisons
between different countries. And yet, there is another dimension which is just as
crucial, but not as tangible — the timeliness of a country’s policy response to the
Covid-19 emergency is an even stronger predictor of whether a country has suc-
ceeded in preventing death and suffering than the stringency of such measures.
This was evident to epidemiologists who are familiar with the exponential way ep-
idemics such as Covid-19 spread; but less so to the general public and policy-
makers around the world. In this article, we aim to redress the imbalance of atten-
tion between timeliness and stringency.

The key question to be asked then is what made some countries quicker than others
in taking measures against the spread of Covid-19. What explains the “success sto-
ries” across Hong Kong, Taiwan, South Korea, Thailand, and Singapore? What
caused the surprisingly high infection and death rates in the UK, US, Italy, France,
and Spain? Scholars of comparative politics have attempted to explain this varia-
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tion using a set of traditional structural variables: regime type, state capacity, type
of leadership, and social buy-in. Some even attribute the successes to an Asian cul-
ture that values the community more than individuals. However, these predictors
don’t perform well in predicting adequate government response in the Covid-19
crisis. The line between success and failure is not one between authoritarianism
and democracy, one between sturdy and weak institutions, or one between com-
munal or individualistic cultures. These variables fail to account for many striking
cases in this pandemic: Singapore, as a somewhat authoritarian state, didn’t seem
to suffer from the information strain that was supposed to hinder its prompt re-
sponse; free national health systems in the UK and Italy didn’t prevent some of
their hospitals from reaching capacity only a few days into the emergency; Japan,
the only country that has yet to enforce any social distancing measures, has kept
the virus under control; and Germany, whose population has shown low tolerance
for social isolation, seems to be winning its battle against Covid-19.

In the search for a satisfactory explanation as to why some democratic states with
strong capacity failed to cope with challenges posed by the Covid-19 crisis, schol-
ars have to depart from conventional variables and consider the role of behavioral
and psychological variables — how do the elite and the public perceive such a threat
at its emergence and as it develops. Even with the lack of long-range planning and
investment, governments’ short-range response could change the trajectory of epi-
demics. As soon as the novel coronavirus was identified, governments had the op-
tion to conduct a quick but comprehensive review of national Personal Protective
Equipment (PPE) requirements. Learning from the experience of other countries,
some governments put in place a comprehensive testing-manufacturing capability
and implemented testing and contact tracing while the number of cases was still
low. These short-range behavioral responses determine whether a country could
contain the virus wherever it cropped up.

Previous experience is key in driving a timely policy response: at the governmental
level, it reduces the uncertainty associated with the choice among several policy
options, speeding up the policy-making process. From the public perspective, it
heightens the alertness of individuals and promotes higher levels of compliance
with precautionary behaviors. In addition, it also increases public demand for poli-
cies that prioritize public health over economic and social concerns, thus further
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legitimating the government’s swift response. Experience of outbreaks of SARS-
Cov in 2003 and MERS-Cov in 2015 provides cognitive short cuts and enables a
timely response. The key role of previous exposure in shaping a country’s perfor-
mance in the present emergency is at the same time a humbling lesson and a reason
for hope that when similar challenges arise in the future policymakers around the
world will be able to respond in a timely fashion.

It seems to be a popular belief that countries and regions including Hong Kong,
Taiwan, Singapore, South Korea, and Thailand succeeded in containing the spread
by enforcing stringent social isolation at high costs in disrupting their socio-
economic activities. However, figure 1 shows otherwise. Using the Oxford Coro-
navirus Government Response Tracker, we plot the maximum stringency level that
governments enforced in social isolation during the Covid-19 crisis. Among all the
countries considered, Taiwan had the least stringent social isolation even at the
peak of infections, while Hong Kong, Macao, South Korea, Thailand, and Singa-
pore all differ significantly in the maximum level of stringency reached with their
social distancing measures. Contrary to the popular belief, lockdown in Taiwan,
Macao, and Hong Kong were not as stringent as those in most European and North
American countries at their climax. Thus, maximum stringency alone — or how
costly a lockdown is — does not predict a successful performance at combating
Covid-19.

The Covid-19 virus spreads almost exponentially, which makes it hard to contain
in today’s globalized and tightly connected society. Over the last few months, we
have seen how rapidly it is transmitted and how hard and costly it is to sever social
interactions, once the virus starts spreading locally. Even when a stringent policy
of social isolation is implemented, there is a lag between the moment the policy is
introduced and the time at which the spread is effectively contained. Better policy
timing, therefore, seems to be the key to containment. “Prevention is better than
the cure” is a mantra that is often repeated by healthcare workers and scientists
alike. With the Covid-19 pandemic, its implications have never been more real.
Epidemiologists know very well that the crucial moment for the successful con-
tainment of an epidemic is at its early phases, when it remains a ‘potential’ pan-
demic and not already a given fact. At this pivotal stage, the most effective
measures are not necessarily the most stringent, but rather those that give the most
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precise picture of the state of affairs: identifying the virus and estimating its infec-
tivity rate, and implementing contact tracing and population screening measures
are all examples of an early-stage, precautionary approach. Whether these
measures are successfully implemented depends on the timing of the government,
but also on the compliance of the public at a time when the virus has not caused
too much damage, yet.
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International Economic Summit

Prepare for a role play. Read the situation and the roles, and follow the proce-
dure.

The situation

The global economic crisis of 2009 deeply affected practically every country of
the world. An international economic summit is being held in 2009 to discuss the
situation.

The roles

1. The moderator. You are to run the flow of the summit by setting the problem
and giving the floor to the participants or experts and organising a discussion. You
may express your personal opinion as well.

2. A chieftain of an African tribe. You live in a small community with a tradi-
tional economy. The population is involved in hunting and primitive agriculture,
which has not been changed for centuries. If they experience scarcity they declare
a war to the neighbouring tribe and take the values by force. You do not feel any
global crisis. Try to convince the rest of the audience of the benefits of your way of
driving the economy.

3. A politician from North Korea. Your society has experienced planned economy
for many years. There is not much diversity in your economy, nevertheless you do
not suffer from the global economic crisis. People of your country are convinced
that if you want to suffer less you should reduce your desires instead of increasing
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producing. Try to convince the rest of the audience of the benefits of your coun-
try’s way of driving the economy.

4. A qualified doctor from the USA. You are convinced that market economy is
the best, and the USA is the best example of it. You do not want to realize that the
American society is doing well thanks to the efforts of the rest of the world. You
think that all the difficulties are temporary and they will not influence the global
social development on the whole. Try to convince the rest of the audience of the
benefits of your country’s way of driving the economy.

5. A programmer from Japan. You think that the main resource of economic de-
velopment is the brain. You find the way out of the crisis in introducing new tech-
nologies and give examples of other countries following the same direction. Try to
convince the rest of the audience of the benefits of your country’s way of driving
the economy.

6. A businessman from Singapore. You find the way out in creating favourable
business conditions, eliminating corruption and an efficient use of natural re-
sources and an efficient use of the geographic position of any country. Try to con-
vince the rest of the audience of the benefits of your country’s way of driving the
economy.

7. A public servant from Belarus. You think that “pure” market economy is unso-
cial. You are convinced that it will not do without the government’s interference.
Try to convince the rest of the audience of the benefits of your country’s way of
driving the economy.

8. Experts in economics (3-4 people). You are to listen to the representatives and
pass a professional judgement.

9. Students (the rest of the group). You are to put questions to the experts and
participants and express your views based on your professional knowledge of eco-
nomics.

The procedure

1. The moderator opens the summit.
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2. The participants in turn take the floor and make their reports, saying their opin-
ion of what should be done to the world's economy.

3. The moderator organizes the exchange of views and opinions.
4. The moderator closes the summit.

After the role play the moderator evaluates the participants’ reports. The
moderator's performance is evaluated by the group.

IIIkajia oleHMBAHUA pelIeHNs] KOMIETEHTHOCTHO-OPHEHTHPOBAHHOM
3aJla4M: B COOTBETCTBUHU C JICUCTBYIONIECH B YHUBEPCUTETE OaJUIbHO-PEHTHHTOBON
CUCTEMOM OIICHMBAHUE PE3yJIbTATOB MPOMEKYTOYHOM aTTECTAIIMU OOYYaIOIIUXCS
ocyuiecTBiseTcss B pamkax 100-0ayuibHOM MIKabl, TP 3TOM MAKCUMAaJIbHBIN Oat
M0 MPOMEXKYTOYHOM aTTecTaluu 00ydaronuxcs mo ouyHoi ¢opme oOyyeHus co-
cTaBiisgeT 36 0aioB, MO OYHO-3a0YHOM U 3a04HOUN Popmam oOyueHus — 60 (ycra-
HoBJIeHO nosoxkerHuem 11 .02.016).

MakcumanbHOE KOJIMYECTBO OajuioB 3a pELlIEHUE KOMIIETEHTHOCTHO-
OpPUEHTHUPOBAHHOM 3a7aun — 6 OaIoB.

bann, mnomydyeHHBId oOydYaromMMcsi 3a pelieHue KOMIIETEHTHOCTHO-
OpUMEHTHUPOBAHHOM 3a/1aud, CYMMHPYETCSl C 0aljioM, BBHICTABJIEHHBIM €My IO pe-
3yJbTaTaM TECTUPOBAHUS.

OO0mmit Gay1 Mo MPOMEXKYTOUYHOM aTTeCTAllMM CYMMHUpPYETCsl ¢ Oaiiamu,
MOJIYYCHHBIMU 00YYaIOIIUMCSI TI0 PE3YJIbTaTaM TEKYIIEr0 KOHTPOJISI YCIIEBAEMOCTH
B TEUECHUE CEMECTpa; CyMMa OajyIoB MEPEBOAUTCA B OLIEHKY 10 AUXOTOMUYECKON
IKaje (71 3a4era) WM B OIEHKY MO 5-0a/uibHOW mIKaje (71 dK3aMeHa) ClIeTy-
IOIIUM 00Pa3oM:

CootserctBue 100-0a/UIbHONM U TUXOTOMHUYECKOM IIIKAT
Cymma 6annos no 100-6annvroti wikane | Oyenka no OUXomomuyeckou wKaje
100-50 3a4TEHO
49 u meHee HE 3aYTEHO

CootserctBue 100-6a1pHOM 1 S-0aJIIIbHOM KA
| Cymma 6annos no 100-6arnvHotl wikane | Oyenxa no 5-6annvHou wKkane
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100-85 OTJINYHO
84-70 XOPOIIIO
69-50 YAOBJICTBOPUTEIHHO
49 u meHee HEYJIOBJIETBOPUTEIBHO
Kpumepuu OUCHUBAHUA pewienusn KOMNemeHmHoCmHo-

OPUEHMUPOGAHHOI 3a0a4u:

6-5 0aJ10B BHICTABISAETCS OOYYAIOMIEMYCs, €CIIM PEIICHHUE 3a7a4u JEMOH-
CTpHUpYET TIyOOKOE MOHUMAaHUE 00YyJaronuMCs TIPEIIOKEHHOW TTPOOIEMBI U pas3-
HOCTOPOHHEE €€ pacCMOTpEHHUE; CBOOOAHO KOHCTpyupyemasi paboTa mpeCcTaBIseT
co00i1 TOTUYHOE, SICHOE U MPU ATOM KpaTKOE, TOYHOE OIMMCAHKME XOa PEIICHUS 3a-
nayu (MOCIeA0BaTEIbHOCTU (UM BBIMOJHEHHS]) HEOOXOIUMBIX TPYAOBBIX JEH-
CTBUI) U (POPMYJIUPOBKY JOKA3aHHOTO, MPABMWIHHOTO BBIBOJIA (OTBETA); MIPU ITOM
OOy4YaroIIMMCsl TIPEJI0KEHO HECKOJIBKO BAPUAHTOB PEIICHUS WJIM OPUTHHAIIBHOE,
HecTaHJapTHOEe pemieHue (Wi Haubosiee >(hQexkTuBHOE, WM Haumboliee paruo-
HaJIbHOE, WM ONTUMAJbHOE, WM €IMHCTBEHHO MPaBUIIBLHOE pPEIICHHE); 3ajaya
peleHa B yCTaHOBJIEHHOE MPEToAaBaTeIeM BpeMs WIIM C OTIEPEKEHUEM BPEMEHH.

4-3 fas1a BBICTABJSIETCS OOYYalOIEMYCs, €CJIM PEeIIeHUEe 3a/Jaud JIEMOH-
CTpUPYET MOHMMaHNE OOYJArOIIMMCS MPEAIOKEHHON MPOOIeMBl; 3a/1ada perieHa
THUIIOBBIM CIIOCOOOM B YCTAaHOBJICHHOE MPEIOAaBaTEIeM BpEeMsl; UIMEIOT MECTO 00-
e ¢paspl U (WIM) HECYIIECTBEHHbIE HEOYEThl B OMUCAHUM XOJa PEIICHUs U
(wnn) BeIBOJIA (OTBETA).

2-1 6anana BBICTABISIETCS OOYYArOIIEMYCsl, €CIIA PENICHUE 3aJadu JIEMOH-
CTPHUPYET MOBEPXHOCTHOE MTOHUMAaHUE OOYJArOIIMMCS TIPEIIOKEHHONU MPOOIIEMBI,
OCYIIIECTBJICHA TIOMBITKA MTA0JJOHHOTO PENISHUsS 3aJa9d, HO TIPH €€ PEIICHUH J0-
MYIIEHbI OMMOKY U (MJIH) TIPEBBIIICHO YCTAHOBIIEHHOE MPETo/IaBaTesieM BpeMs.

0 6ay10B BBICTABIIAECTCS OOydYaroOlEMyCs, €CIIM pEeIleHHEe 3aJaqyu JeMOH-
CTpUPYET HEMOHUMaHUE 00YyJaromuMcs MPeJI0KEHHON MpoOIemMbl, U (WJIM) 3HA-
YUTEJIIBHOE MECTO 3aHUMAIOT 001IHe Ppa3bl U TOJIOCIOBHBIE PACCYKACHHUS, U (WIIN)
3aJlaya He peleHa.
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