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EUROPE IN MODERN GLOBAL POLITICS

UNIT |
THE EURO: THE HOPE AND THE REALITY

» Read, translate and discuss the texts
Politics is not a science, but an art.
(Otto Bismark)

The euro was founded with three hopes: (1) that it would bring Europe ever
closer together, and was the next step in Europe’s integration; (2) that the closer
economic integration would lead to faster economic growth; and (3) that this greater
economic integration and the consequent greater political integration would ensure a
peaceful Europe.

The founders of the euro were visionaries who tried to create a new Europe. They
were Argonauts in uncharted waters, traveling where no one had ever been. No one
had ever tried a monetary union on such a scale, among so many countries that were
so disparate. So it is perhaps unsurprising that matters turned out so different from what
these visionaries must have thought.

| shall argue in this chapter that even with the best—designed euro project, the
benefits of a single currency would have been more limited than its advocates claimed,
that its impact on overall economic integration was likely to have been ambiguous, and
that one should not have been surprised that the euro was more divisive than unifying—
thus setting back political integration. The very reason that the euro was an incomplete
project was the reason that it was likely to prove divisive. Far from being an important
step in the creation of a united Europe that would play a critical role in today’s global
economy, it should have been expected that the euro would have an opposite effect.

Political integration, like economic integration, was not just an end in itself but
a means to broader societal objectives — among which was strengthening democracy
and democratic ideals throughout Europe. I conclude this chapter by observing that the
construction of the euro has instead increased the perceived democratic deficit in
Europe, the gap between what Europe does and what its citizens want.

We have commented repeatedly on the link between politics and economics. As
we have noted, one of the reasons for the failure of the eurozone is that economic
integration has outpaced political integration. The hope was that the politics would



catch up with the economics. But as divisiveness and the democratic deficit has grown,
the likelihood that that will happen has diminished.

The euro was born with great hopes. Reality has proven otherwise.

A united Europe would be more influential on the world stage

Euro supporters observe that successful large countries, like the United States,
share a common currency. It follows, in this reasoning, that if Europe is to play a role
on the global stage similar to the United States, it, too, must share a common currency.
Could one imagine, they ask, an America with multiple currencies? Many Europeans,
noting that if the countries of Europe were united, Europe would be one of the two
largest economies, worry that Europe does not pull the weight it should in the global
economy, simply because it is politically divided.

But this begs several critical questions: What are the prerequisites for playing
the kind of global role that the United States plays? Will having a monetary union move
Europe closer to attaining those conditions? Is having a monetary union necessary for
achieving such a goal? And how important is it for Europe to play that role?

The role of rules

What decisions a united Europe might take would, of course, depend on the
political rules that defined the union. If there had to be unanimity among the countries
within Europe, then in the absence of a broad consensus about policies, the likely result
is gridlock. If the political system gave disproportionate power to Europe’s corporate
interests, what Europe would “bargain” for in trade agreements would be rules that
advance those corporate interests. While those interests would like to see a more united
and powerful Europe, it is not obvious that the potential outcomes would serve the
interests of the citizens well.

Greater power for a united Europe would translate into greater well-being for
European citizens only if the political system was truly democratic. There are good
reasons to be concerned about this, given the current political structure of Europe.

The euro and peace
The second argument for more political integration focuses on the role that the
EU has played in sustaining peace within the core of Europe. Given the destruction of
the two world wars of the previous century, it is understandable why this should be of
paramount importance. Some observe the absence of war within the core of Europe
over the past 70 years and give the European Union credit. That may well be the case,
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though there are many other changes that have occurred as well— the creation of the
UN, nuclear deterrence, and changes in attitudes toward war. Our question, though, is
a narrower one: There is no evidence that sharing a single currency, or the closer
integration resulting from sharing a single currency (if that actually happened), would
reduce the probability of conflict; no evidence to suggest that it would make a
difference either directly or indirectly. Even supposing that adopting a common
currency promotes integration, it’s not clear that, where economic integration and
increasing peace coincide, the former is the cause of the latter. This book will argue
that the currency union may actually run counter to the cause of greater economic
integration.

The euro and European identification

There is a quite different set of arguments for a single currency, perhaps better
reflecting the political drive for it: Every day when individuals use the currency, they
are reminded of their identity as Europeans. As this identity gets fostered and
strengthened, further political and economic integration might be possible. The
importance of this has almost surely been diminished as we have moved to electronic
money and the use of debit and credit cards. Young people seldom make use of those
funny pieces of paper we call cash.

But it should have been clear at the onset that such psychological benefits, if they
exist, would be overwhelmed if the euro failed to deliver on its main promise of
furthering prosperity. Indeed, if it actually led to worsened economic performance, one
might have anticipated a backlash, not just against the euro but against the entire
European project.

» Answer the following questions

1. What hopes were pinned on the euro?

2. What is the meaning of “power” on the global arena?

3. What are the prerequisites for playing the kind of global role that the United States
plays?

4. What is the author’s opinion about America’s war against Iraq?

5. Why author claims that Europe does not have a coordinated effective “voice”?

6. What role do rules play in the EU’s system?

7. What a united Europe’s decisions depend on?

8. What role has the EU played in sustaining peace within the core of Europe?
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9. Whom should public decisions be taken by?
10. Which countries the Schengen area includes?

Summary

The text is devoted to arguments for the pros and cons of economic integration
in Europe. The author mentioned points of view earlier researchers and they
emphasized that closer economic integration would lead to faster economic growth and
lager markets lead to increases standards of living. What about nowadays reality of
economic integration?

It should be noted that in the beginning of 21st century this economic integration
has already developed fast. First, tariff and trade barriers are low. Most importantly,
there is free movement of goods, labor and capital. From the above we see that certain
forms of economic integration may impede the ability of different countries to realize
social well-being.

It need to be highlighted that even the economic structures across countries will
be the same, in political united Europe views about the appropriate policy course can
be differ absent a broad agreement about the economy functions. For example, people
in one country might believe that if the unemployment rate drops below some
threshold, inflation would break out. Nevertheless, for another country low
unemployment rate would impose unacceptable costs on workers. This situation shows
that even compromise would leave both sides unhappy.

Finally, a few remarks should be made about pros and cons of economic
integration. We can pointed out that even if economic structures were the same, and
countries understanding of how the economy behaves were the same, different
countries would have different values. These different sets of values would imply
different monetary policies.

» Translate into English
EJIMHAS EBPOITA BYJIET BOJIEE BJIMSITEJIbHA HA MUPOBOI APEHE
CTOPOHHUKHM €BpPO OTMEYAIOT, YTO YCHEIIHbIE KPYIHBIE CTpPaHbl, TAKHE KaK
Coenunénnsie Lltarel, uMeroT 0611yI0 BamoTy. M3 3TOr0 CyXKeHus CleayeT, yTo s
TOT0, 4T0OBI EBpOIIa Ha MUPOBOI apeHe urpana posb aHanornynyto CIIA, ona Taxxe
JOJDKHA MMETh OOIIyl0 BalioTy. MOXXHO 71U cebe IpencTaBuTh, NOBOPWIM OHH,
AMepHKy C HECKOJIbKUMH BaimtoTamMu? MHOTHE eBpOmeuibl, oTMevasi, YTO €CIu Obl

€BpoOIeiickue CcTpaHbl ObUIM OOBeauHEHBI, EBpoma Obuta OBl OMHOW W3 ABYX



KPYHHEHIINX IKOHOMHK, OECTIOKOATCS O TOM, 4TO EBpoIia HEe UMEET TOT BEC, KOTOPBI
JNOJDKHA UMETh B MHUPOBOM SKOHOMHKE MPOCTO MOTOMY, YTO YTO OHA MOJUTUYECKU
paszeleHa.

Ho 31ech BO3HUKAET HECKOJIBKO Ba)KHBIX BOITPOCOB: KAKOBBI MPEAIIOCHUIKHU IS
TOro, 4TOOBI UTpaTh Ty IIOOAIbHYIO poib, uTo urpator Coenuuénnnie IlITaTh1?
CMOXeT I BAJIIOTHBIA COI03 MpUONIN3UTh EBpomy K TOCTHXKEHUIO 3TUX YCIOBHIA?
Hy>XHO 11 ”MeTh BaTIOTHBIN COI03 JUIsl JOCTHKEHHSI TaKOU 1esn? 11 HaCKOJIBKO BayKHO
st EBpoIibl UTpaTh 3Ty poib?

Ponv npasun

Kakue pemenuss npumer enuHas EBpoma, kOHEUHO ke, OyJeT 3aBHCEThb OT
ITOJTUTUYECKHM ITPABUII, yCTAHOBJIEHHBIX CO030M. ECIH 1711 3TOTO CTpaHbl B IPEAEIIax
EBpomnbl OJKHBI ObITh €IMHOAYLIHBIMH, TO, BEPOSITHO, OHU 3aillyT B TYIHK IpH
OTCYTCTBUM OOILIEro corjacusi B OTHOLICHUM MOJUTHK. Eciu Obl moauTudeckas
CUCTEMa J1aBaja HEMPOIIOPLIMOHAJIBHYIO BIACTh KOPIOPATUBHBIM HHTEpecaM EBpOIIHI,
TO, Ha uTo EBpoma Oyler «TOproBaThCs» B TOPrOBBIX COIVIALICHUSX, ObUIN OBl
IIPaBUJIAMH, IIPOJBUTAIOIIUMU OTH KOPIIOPATUBHBIE HHTEPECHI. XOTSA 9TU UHTEPECHI U
HaIlpaBJICHBl Ha co37aHue OoJiee CIIOYCHHOM M MolrHoW EBpombl, He ¢akT, 4To
BO3MOXHBIE pe3yJIbTaThl OyAyT OTBEYATh UHTEPECAM HapO/a.

Eepo u mup

Ham Bomipoc, ojHako, MeHee OOIIMPHBII: HET HUKAKUX JI0Ka3aTeNIbCTB TOTO, YTO
COBMECTHOE HCIOJIb30BaHUE €AMHOM BaJIOTHl WM OoJjiee TeCHass MHTErpauus, Kak
pe3yJIbTaT COBMECTHOT'O MCIOJIb30BaHUSI €AMHON BAIIOTHI (€CJIM 3TO JEHCTBUTENIBHO
IPOU30IILIO) YMEHBIIUIN Obl BEPOSITHOCTh KOH(DIMKTA; HET I0OKA3aTEIbCTB TOTO, YTO
ATO HA YTO—TO IOBJIUAET MPSAMO WM KOCBEHHO. [lake eciam mpenmnosoXuTh, 4TO
NPUHATHE €IMHON BaJIOTHI CIIOCOOCTBYET MHTETPAIMH, HESICHO, TJI€ SKOHOMUYECKas
MHTETpanys U YKPEIUICHHE MUPa COBNAJAIOT, IIEPBOE SIBISAETCS MPUYUHONU BTOpPOTO. B
TOM KHUTEe OyAeT JOKa3bIBaThCS, YTO BAIIOTHBIA COI3 MOXET (aKTHUECKU
IIPOTUBOPEYUTH IPUUMHE PACIIMPEHUS SKOHOMUYECKOU UHTETPALIVH.

Bropoii aprymeHT B TONB3y OOJBIICH  TMOJUTHYECKOW  HHTETpaIluu
COCPEOTOYEH Ha TOW poiH, KoTopyro EC celrpanl B MoAAep aHUU MHpa B LIEHTPE
EBponbl. YuutsiBas yiiep0, HAaHECEHHBIN ABYMsI MUPOBBIMH BOITHAMU IMPOIILJIOTO BEKa,
NOHATHO, IOYEMY 3TO JOJHKHO HMMETh IEPBOCTENEHHOE 3HaueHue. Hekotopeie
OTMEYAIOT OTCYTCTBUE BOWHBI B LIEHTpe EBpomnbl B TeueHune nocieanux 70 jer u

oTHaT norkHoe EBponeiickomMy coro3y. ITO YTBEPKIEHNE UMEET MECTO OBITh, XOTSI



TaK)K€ MPOM30LUI0 M MHOXECTBO Apyrux uaMeHenuit — cosznanue OOH, snepnoe

CACPKUBAHHUC 1 USMCHCHHUC OTHOIICHU: K BOMHE.

Tasks

1. According to the text match the words below
pliant union
requisite waters
supranational access
local Importance
uncharted performance
favorable levels
economic workers
efficient communities
monetary authorities
paramount conditions

2. Fill in the gaps with the words in the frame
A UNITED EUROPE WOULD BE MORE INFLUENTIAL ON THE WORLD
STAGE

common currency global stage multiple politically divided critical monetary

Euro supporters observe that successful large countries, like the United States,

share a . It follows, in this reasoning, that if Europe is to play a role on the
similar to the United States, it, too, must share a common currency. Could
one imagine, they ask, an America with currencies? Many Europeans, noting

that if the countries of Europe were united, Europe would be one of the two largest
economies, worry that Europe does not pull the weight it should in the global economy,
simply because it is

But this begs several questions: What are the prerequisites for playing
the kind of global role that the United States plays? Will having a union move
Europe closer to attaining those conditions? Is having a monetary union necessary for
achieving such a goal? And how important is it for Europe to play that role?
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3. According to the text match the words below to create collocations

to sustain interest rates
to anticipate policies

to set wages

to enact peace

to tailor a floor

to constrain a backlash
To put policies

Word-combinations

The nation wealth — 6orarcTBo Harui

Conquest of colonies — 3aBoeBaHKHe KOJOHHIA

War spoils — BoeHHbIC Tpodeu

Impose will — HaBs3bIBaTh CBOKO BOJIO

The willing coalition — Koanmuius cormacHbix

International law violation — napymieHre Mex TyHapOIHOTO TIpaBa

Serve the interests of the citizens — ciy>xuts HHTEpECaM TpakIaH

Current political structure — neticTBytoIIast MOJUTHYCCKAS CTPYKTypa
Sustaining peace — noaaepkaHue MUpa

Nuclear deterrence — sinepHoe caep)kuBaHue

perceived democratic deficit — mpeamonaracmplii JEMOKpAaTHIECKHH ISDUITAT
the former is the cause of the latter — nmepBoe siBisieTCSI MPUUUHON BTOPOTO
worsen economic performance — camxeHne SKOHOMHYECKHX MTOKa3aTenei
anticipate backlash — oxxunaTe HeraTuBHYO peaxiuro

cost production unit — ce6ecTOMMOCTh €MHHUIIBI TIPOTYKIIUH

diminishing returns law — 3akoH yObIBaroIIel JOXOAHOCTH

public goods provision — npegocraBiacHue 00IIECTBEHHBIX OJ1ar
investment efficient levels — apdexTrBHBII ypOBEHH HHBECTHIIHIHA

badly out of date — cunbHO ycTapeTsb

latter—day devotees — HbIHEIIIHEE CTOPOHHHUKH

to constrain wages — orpaHuYMBaTh 3apab0OTHYIO TUIATY

competitive devaluation — koHKypeHTHast JeBaIbBaIUs

the principle of subsidiarity — mpunmn cy6cunnapaoctu

supranational authorities — HagHaIMOHAIbHBIE BIACTH

GDP (Gross Domestic Product) — BBII
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money supply — neHexHbIi 3amac

“beggar—thy—neighbor” politics — moiuTHKa «pa3opeHus coceaa

fixed exchange rate — pukcupoBaHHBI 0OMEHHBINH KYpC

Interest rates setting — pa3Mep MpOLEHTHOM CTaBKH

appropriate policy course — cooTBETCTBYIOIINN KypC ITOJIATHKA

European Free Trade Association Court — Cyx EBpomneiickoii acconmanuy cBOOOTHOMH
TOPTOBJIH

the deposit insurance fund — pona crpaxoBaHus BKIaI0B

An EU-wide tax — OGrieeBporieiickuii Haior

VOCABULARY
Visionaries — Meurarenu
Argonauts — 30;10TOMCKaTEIN
uncharted waters — Hen3BeJaHHBIE BOIBI
monetary union — BaJIFOTHBIN COI03
argue — yTBep>KI1aTh
advocates — CTOpOHHHKH
divisive — pazo6miaromuii, divisiveness — pa3oOni¢HHOCTh
set back — nmpensiTcTBOBaTH
societal objectives — oG1iecTBeHHBIE HIETH
strengthen democracy — ykperieHne 1eMOKpaTHH
the gap — nposai
repeatedly — neogHOKpaTHO
outpace — onepeauThb
likelihood — BeposiTHOCTB
diminish — ymenbIath
otherwise — obpatHoe
gncounter — crajJkuBaTbCsA
beg — Bo3HHKATH
critical questions — BaxxHbIE BOITPOCHI
prerequisites — mpeAnoChUIKH
attain — nocrurare
Circumscribe — orpann4uBaTh
favorable access — 6maronpusitHbIil oCTYT
diversity — pasHOpoHOCTB, pa3HOOOpasue
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clout — BusiHue

unanimity — eaMHOAyIIIHE

the lack of — orcyrcTBHEC

the source of the problem — ucrounuk mpodIeM
Enhancing — ycuenue, enhance — ycuimaTh, crmiocoOCTBOBATH
In this respect — B 3ToM OTHOIIICHUH

in the absence of — npu otrcyrcTBUN

gridlock — Tymuk

bargain — ToproBaThcsi

to be concerned — ObITh 00ECIIOKOCHHBIM
paramount importance — nepBOCTEIICHHOE 3HAYCHHE
occurred — mpou3oI1nIo

coincide — coBmaiaTh

run counter — mnpoTUBOPEYUTH

fostered — moorpsiercs

at the onset — ¢ camoro Hauasa

overwhelmed — omenomen

furthering prosperity —nanpHeiiiee nporBeTaHue
unpersuasive — HeyOe U TEeITbHBI

impede — nmpensiTcTBOBATH, 3aTPYAHATH

comparative advantage — cpaBHUTEIIbHOE TPEUMYIIIECTBO
gain — moBkIIICHHE

flaws — vemocraTku

relative benefits — orHocHUTEIBEHBIE BBITOJIBI
reductions — cokpareHus

labor — pabouas cuna

irrelevant — e uMeet 3HaYCHUS

tailoring policies — aganranus MOIUTUKH
preferences — npeamoyTeHUs

expenditures — pacxopl

conceptions — mpeacTaBiICHUsI

demand — tpeGoBath, Hy IaThCsI

stress — mogu€pKUBaThH

to constrain wages — orpaHnYMBaTh 3apabOTHYIO TUIATY
implication — 3HaueHue
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local highways — mectHbIe aBTOMarucTpaiu
local communities — mecTHbIE cOOOLIECTBA
spillovers — mo6ounbIie 3 PeKThI
externalities — BHemHHE (paKTOPHI

adverse effects — nebnaronpusTHbIC BO3ICHCTBHS
constraining — orpaHudeHue

excessively — upe3mepHo

debts — 3agomxeHHOCTH

obsession — oaepKMUMOCTh

moderate levels — ymepeHHbIe ypoBHH
enacting policies — npuHATHE TOJUTHKH
absent — orcyrcTBue

threshold — mopor

break out — BcibIXHYTH

To put a floor — yperynupoBanue ypoBHs
Impose — npuBecTH k

Bondholders — nepsxaTenu obauraimii

Imply — nonpazymeBatsb

compelling reason — yoenurenpHas mpuIUHA
multiplicity — MHOXECTBEHHOCTh

evident — oueBUHBIN

Savers — BKIaJuuKu

Redistribution — nepepacnpenenenue
Accomplish — BeITONHSATE, COBEPIIATH
requisite conditions — HeOOXOAMMBIC YCIIOBHSI
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UNIT I
THE EURO: A DIVERGENT SYSTEM

> Read the texts attentieely, using a dictionary and give the main idea

The eurozone was a beautiful edifice erected on weak foundations. The cracks were
clear from the beginning, but after the 2008 crisis, those cracks became fissures. By
the summer of 2015, 16 years after the euro was launched, it looked as if Greece would
have to exit. A huge creditor/debtor schism had opened up, and political power within
the eurozone rested with the creditors, and Germany in particular. The crisis countries
were forced into deep recessions and depressions. Europe had created a divergent
system even as it thought it was putting together a convergent one.

Several features of the eurozone that were thought of as essential to its success were
actually central to its divergence. Standard economics is based on the gravity principle:
money moves from capital-rich countries with low returns to countries with capital
shortage. The presumption was that the risk-adjusted returns in such countries would
be high. But in Europe under the euro, movements of not just capital but also labor
seem to defy the principles of gravity. Money flowed upward.! In this chapter, | explain
how Europe created this gravity-defying system. Understanding the sources of the
divergence is essential to creating a eurozone that works.

Ddivergence in capital and financial markets and the single-market principle

One of the strengths of the eurozone was that capital and labor could move freely
throughout the region. This is sometimes called the “single-market principle.” Free
mobility was supposed to lead to the efficient allocation of labor and capital, thereby
strengthening Europe’s prosperity. Each would go to that place where returns were
highest.

As capital left the rich (capital abundant) countries to go to the poor (capital scarce),
so the theory went, incomes across the eurozone would become more similar and the
whole eurozone would work better. Natural market forces would result in convergence;
If governments did their part-keeping low deficits and debts-the market would do the
rest. The leaders of Europe should have known that there was a significant body of
economic analysis—theory and evidence-showing that those expectations were wrong.

In fact, there was a real world example in plain sight: conditions in Italy were quite
different from textbook economics. There are no government-imposed barriers to the
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movement of capital and labor between the north and south of Italy. There is the same
legal framework. Yet, the south of Italy has had a persistently lower income than the
north. Though there have been periods in which there was some convergence, in recent
decades, it has not occurred.

The single market together with the eurozone and market irrationality created
the euro crisis

The previous chapter explained how a free flow of capital, combined with the
creation of the eurozone, led to the euro crisis. Ever-foolish capital markets thought the
elimination of exchange—rate risk meant the elimination of all risk and rushed into the
periphery countries. In some cases, they created real estate bubbles. In all cases, they
created upward pressure on prices and current account deficits that were not
sustainable. One country after another went into crisis, as markets eventually realized
that the current account deficits were unsustainable, and as real estate bubbles broke.
But by then it was too late: money that should have gone into making these economies
more productive went instead to financing consumption and real estate bubbles (in
Spain and Ireland) and government deficits (Greece).

The previous chapter also explained how as prices in these countries increased
relative, say, to those in Germany, imports increased relative to exports. Trade deficits
became a regular feature of these countries’ lives. Internal devaluation was supposed
to undo the damage that had been done.® But as we saw, internal devaluation works, at
best, slowly and can be very costly: Increasing wages and prices is far easier than the
reverse.

The same irrational money that had created the euro crisis, realizing the enormous
mistake that had been made, did what finance always does in such situations: it leaves.

Of course, this analysis does not describe all of the countries facing economic
recession and large trade deficits. As we noted earlier, Finland has suffered from
problems in a couple of its leading export sectors and from weaknesses in some of its
major export markets. But even here, the euro is to blame for the prolonged downturn,
because it has taken away the standard instruments by which it might return quickly to
full employment with trade balance — and has put nothing in their place.

Capital flight
As the euro crisis emerged, money left the banking systems of the weak countries,
going to those of the strong countries. As money flowed out of their banking systems,
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the banks in weak countries had to contract their lending. I refer to this contraction in
lending as private austerity. The magnitude of this contraction is enormous and affects
especially small and medium-size enterprises. Not surprisingly, countries where such
businesses play a more important role are more adversely affected. (Large
multinationals can borrow in international markets and thus are not as dependent on
what happens within any particular country.) By 2013, the volume of small loans of
less than €1 million—a proxy for lending to small and medium-size enterprises
(SMEs)—was still far below its precrisis peak in all of the crisis countries: nearly
halved in Portugal, down by two-thirds in Greece and Spain, and down by more than
80 percent in Ireland. But the decline was large even in many near—crisis countries: a
decrease of a fifth in Italy, for example.

By 2015, the European Commission was celebrating ‘“green shoots” for the
continent’s SMEs, which account for 67 percent of employment in the European
Union. To many, the upbeat tone seemed premature, particularly in crisis countries.
SMESs haven’t recovered in Greece, where more than a third continue to report “access
to finance” as the single largest obstacle to doing business. Later, we shall see how the
European Central Bank, headed by Mario Draghi, took forceful actions to restore
confidence in the market for bonds, especially the bonds of the crisis countries; but
while he may have saved the bond markets and the wealthy players in that game, back
on Main Street, what he did seemed to have little effect.

Explaining the flow against gravity

The flow of money out of the crisis countries’ banking systems is understandable.
Confidence in any country’s banking system rests partially on the confidence in the
ability and willingness of the bank’s government to bail out banks in trouble. This in
turn depends in part on the existence of (1) institutional frameworks that reduce the
likelihood that a bailout will be necessary, (2) special funds set aside should a bailout
be necessary, and (3) procedures in place to ensure that depositors will be made whole.

Typically, banks benefit from an implicit subsidy in jurisdictions where
governments possess greater bailout capacity. The link between confidence in banks
and confidence in the governments under whose authority the banks operate can be
seen in the close relationship between risk premiums on government debt and bank
debt from the same country.

Money flowed into the United States after the 2008 global crisis even though the
crisis had been precipitated by failures in the United States’ financial system. Why? It
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was not that investors thought that American banks were better managed or that that
they managed risks better. It was simply that there was more confidence in the
willingness and ability of the United States to bail out its banks. (The government, with
bipartisan support, had quickly put together a $700 billion bailout package in 2008, and
it was clear that more money would be forthcoming if needed. The influence of Wall
Street on the American government was palpable).

Similarly, today in Europe, what rational wealthy Spaniard or Greek would keep all
his money in a local bank, when there is (almost) equal convenience and greater safety
putting it in a German bank?

The effects of capital leaving the crisis countries are significant: only by paying
higher interest rates can banks in those countries compete, but higher rates puts these
countries and their firms at a competitive disadvantage. A downward spiral ensues: as
capital leaves, the country’s banks have to restrict lending, the economy weakens; as
the economy weakens, so too does the perceived ability of the country to bail out banks
in trouble; and that increases the interest rate banks have to pay, so the banks weaken
further and capital is further incentivized to leave.

Divergence in the absence of a crisis

The euro crisis has highlighted how the structure of the eurozone itself created
divergence, but there would be divergence even in the absence of a crisis. The ECB
sets a single interest rate for the entire region. But the interest rate set on, say, German
government bonds, is not the interest rate that firms in France or Italy, let alone Greece,
pay — or even that the governments in these countries pay. There is a spread in interest
rates, reflecting differences in the market’s judgment of risk and the ability of the banks
in each country to provide credit to the country’s companies. The poorer and more
poorly performing economies, and the countries with greater inherited debt, will have
to pay higher interest rates, and, especially because of the intertwining of banks and
governments in the current eurozone structure, so, too, will companies in these
countries. This gives the country and its companies a distinctive competitive
disadvantage, again leading to divergence.

Regulatory races to the bottom

Europe not only allowed capital to flow freely within its borders but also financial
firms and products — no matter how poorly they are regulated at home.
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The single-market principle for financial institutions and capital, in the absence of
adequate EU regulation, led to a regulatory race to the bottom, with at least some of
the costs of the failures borne by other jurisdictions. The failure of a financial institution
Imposes costs on others (evidenced so clearly in the crisis of 2008), and governments
will not typically take into account these “cross—border costs.”

Indeed, especially before the 2008 global financial crisis, each country faced
pressures to reduce regulations. Financial firms threatened that they would leave unless
regulations were reduced.

This regulatory race to the bottom would have existed within Europe even without
the euro. Indeed, the winners in the pre—2008 contest were Iceland and the UK, neither
of which belong to the eurozone (and Iceland doesn’t even belong to the EU). The UK
prided itself on its system of light regulation, which meant essentially self-regulation,
an oxymoron. The bank managers put their own interests over those of shareholders
and bondholders, and the banks as institutions put their interests over those of their
clients. The UK’s Barclays bank confessed to having manipulated the market for
LIBOR, the London interbank lending rate upon which some $350 trillion of
derivatives and other financial products are based.

Still, the eurozone was designed with the potential to make all of this worse. The
advocates of the euro said that it would enable financial products to move more freely,
since the exchange rate risk had been eliminated. In their mind, financial innovation
meant designing better products to meet the needs of consumers and firms. That’s the
standard neoliberal theory. More modern theories emphasize imperfectly informed and
often irrational consumers and firms operating in markets with imperfect and
asymmetric information, where profits can typically be enhanced more by exploiting
these market imperfections than in any other way. Nobel Prize—winning economists
George Akerlof and Rob Shiller document this widespread behavior in their brilliant
book Phishing for Phools — using the term for Internet scammers who systematically
“fish for fools.” With financial products moving ever more easily throughout Europe,
the opportunity to take advantage of a whole continent of people who might be duped
into buying financial products that were not suitable for them proved irresistible.

Difficulties in regulation
Attempts to regulate the financial sector around the world have made it clear that
such regulation is not easy. Well—paid lobbyists from the financial sector approach any
or all with as large a gift or campaign contribution as the antibribery and electoral laws
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of that country allow. Not surprisingly, the financial sector exercises enormous
political influence and is enormously successful in persuading politicians that they
should not “overregulate.” Excessive regulation, these opponents claim, could stifle
the financial system and thus prevent it from fulfilling the important functions that it
must fulfill if an economy is to prosper. The result is that in most countries, the
financial sector is underregulated.

Somehow, the banks’ money makes their arguments seem more cogent, in spite of
the historical record showing the adverse consequences of underregulated banks — up
to and including the 2008 crisis.

This political influence on regulatory reform in Europe and the United States has
meant that the reforms have almost surely not been sufficient to prevent another crisis;
In certain areas, such as the shadow banking system, there has been little progress, and
in other areas, such as derivatives, what progress there has been has been significantly
reversed, at least in the United States.

» Questions

What is the main problem with flow of capital in Europe?

What does “single—market principle” mean?

What is the aftermath of creating real estate bubbles?

What did the banks in weak countries do when money left them?
What does “private austerity” mean?

o 0k whE

What was, in author’s opinion, the main reason of the flow of money out of the
crisis countries?

7. Why did money flow to US after the 2008 global crisis?

8. What are the significant effects of capital leaving the crisis countries?

9. Why, in author’s opinion, there would still be divergence even in the absence of
crisis?

10. What does the author suggest to fix “regulatory races to the bottom”?

Digest

The article “The Euro: a divergent system” criticises economic policy in the
eurozone. The “single-market principle”, which allows capital and labor to move freely
throughout the region, created “gravity-defying system”. In this system money and
labor flowed from poor countries to the wealthy ones, defying principles of gravity.
Money flowed upward.
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It was believed that “single-market principle” would make incomes across the
Europe more similar, as capital would leave the rich countries and go to the poor. The
author emphasizes the importance of competent economic analysis of the situation in
real world. As a bright example, the author reviews the situation in Italy. The south of
Italy has had a much lower income than the north, even though there were never any
government-imposed barriers to the movement of capital and labor.

As the euro crisis emerged, money left banks of the weak countries and went to
those of the strong countries. This led to contraction of lending, which affected mostly
small- and medium-sized enterprises. The flow of money out of crisis countries made
people lose confidence in banks of their motherland. As capital leaves, the country has
to restrict lending, which leads to weakening of economy. As economy weakens, the
country has less opportunity to bail out banks in trouble and that increases the interest
rate banks have to pay.

The author suggests that common comprehensive deposit insurance for all banks
in the eurozone could easily fix the problem of divergence. There would be no money
to flow from the weak countries. But in the absence of common deposit insurance,
keeping money in the banks of crisis countries may be risky for depositors as it may
exacerbate the problem of divergence.

Another problem is absence of an adequate system of financial regulation and
supervision. The author emphasizes that the principle of financial market liberalization,
which allows financial firms and product to move freely across Europe. has to be
replaced with a condition, where no country can discriminate against the financial firms
and products from another member country, but banks should be regulated in any way
that fits bank’s jurisdiction.

» Translate into English

[IpyHIMn eauHOro phIHKA Uil (PMHAHCOBBIX YUPEXKIACHUN M Kamuraia, B
OTCYTCTBHE aJIEKBaTHOI'O PEryJupoBaHus co cTopoHsl EC, mpuBen K TOMy, 4TO
“perynsiTopHasi TOHKA’ TOILIA KO JHY, IPUYEM MO KpaillHENl Mepe 4acTh U3JIEPKEK OT
HeyJad Jieryia Ha IUIeud JApyrux opucaukiuil. Heyaaua ¢uHaHCOBOrO yupexaeHus
BJICYET 3a COOOM M3NEPKKHU ISl IpYruX (O 4eM Tak SICHO CBUIETEIbCTBYET KPU3HC
2008 roma), U MpaBUTEILCTBA, KaK IMPAaBWIIO, HE MPUHUMAIOT BO BHHUMAHHE 3TH
“TpaHCTpaHUYHBIE U3ICPKKU'".

TpyIHOCTH B perynupoBaHuU
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[TonbITKK peryaupoBaHusi PUHAHCOBOTO CEKTOPA BO BCEM MUPE SICHO MTOKA3aJIH,
YTO TaKOE€ PEryJMpPOBaHHWE HEMPOCTOE. XOpOUIO OIUIaYyMBaeMble JIOOOMCTHI U3
(pMHAHCOBOTO CEKTOpa MOAXOAAT K JHOOOMY WJIM BCEM C OOJBIIMM IOJAAPKOM HIIU
BKJIJJIOM B KaMIIAHHWIO, HACKOJIBKO 3TO II03BOJSIIOT AHTUKOPPYILMOHHBIE H
M30HpaTeIbHbIE 3aKOHBI 3TOM CTPAHBI.

Orta peryiaTuBHas TOHKA Ha JTHO cyuiecTBoBaia Obl B EBporie naxe 6e3 EBpo.
HeiicTBuTensHo, mnodeautenssiMu B KoHKypce a0 2008 roga Obumm Mcnannus wu
BenukoOpuTtanus, H1 OfHa U3 KOTOPBIX HE IMPUHAUIEKUT K €Bpo3oHe (a Vcnannus
naxe He npuHauiexkuT K EC). BenukoOpuranus ropaniack CBOei cucTeMoil IErkoro
pPEryJIupOBaHMs, YTO O3HAa4yalo, II0 CYTH, CAMOPETYJSLUI0O — OKCIOMOPOH.
PykoBoguTenn OaHKOB CTaBAT CBOM HMHTEPECHI BBIIIE WHTEPECOB AKIIMOHEPOB H
nepkareneil oonuranui, a 0aHKM KakK YYpPEKIEHUS CTaBSAT CBOM HMHTEPECHI BBIIIE
MHTEPECOB CBOMX KIMEHTOB. bpuranckuii Oank Barclays mnpusnaics, d4to
MaHunyJupoBai peiHKOM LIBOR, 1OH10HCKOM MEKOaHKOBCKON KPEIUTHOM CTAaBKOM,
Ha KoTopol Oaszmpyercsi okoino $350 TpmH nepuBaTMBOB M IPYTUX (PUHAHCOBBIX
IPOJIYKTOB.

JleticTBUTEILHO, OCOOCHHO Tiepea Ti1o0anbHbIM (puHAHCOBBIM Kpu3ucom 2008
rojfa, Kaxjaas cTpaHa CTOJKHyJach C JaBJICHUEM B IEISIX COKpAalleHUs
perynupoBanus. GuHaHCcOBbIE (PUPMBI TPUTPO3UIH, UTO YUIIYT, €CIIA PETYIUPOBAHKE
He OyJIeT CHUKEHO.

Tem He menee, EBpo3ona Obuia pazpaboTaHa ¢ MOTEHIIMAIOM, YTOOBI ClleTaTh
Bce 3TO Xy>ke. CTOPOHHUKH €BpO 3asBUJIH, UTO ITO IMO3BOJIUT (PUHAHCOBBIM MPOAYKTaM
JBUTAThCS Ooyiee CBOOOIHO, TTOCKOJBKY BAJIIOTHBIM pHCK OyneT ycrpaHeH. Ilo mx
MHEHHIO, (PMHAHCOBBIE MHHOBALIMM O3HAYAIOT Pa3padO0TKy JY4YIIMX MPOIYKTOB IS
yAOBJIETBOPEHUs] MOTpeOHOCTEeN mnorpedutened u  GupM. DTO CcTaHAApTHAA
HeosinOepasbHas Teopus. boyiee coBpeMeHHbIE TEOPUH MTOAUYEPKUBAIOT HECOBEPIIIEHHO
MH(OPMHUPOBAHHBIX U YACTO UPPALMOHAIBHBIX MOTpeduTene u gpupMm, paboTarommx
Ha PBIHKAaX C HECOBEPIIEHHON U aCHMMETPUYIHOU H(pOpMaIueH, riae mpuoObLIb MOKET
OBITh YBENTMUEHA OOJIbILE 32 CUET MCIOJIB30BAHUS ITUX HECOBEPIICHCTB PHIHKA, YEM
KakuM—00 apyrum crnocoboMm. Jlaypeatsrt HoOeneBckoit mpeMuu SKOHOMUCTBI
Jhxopmx Axepinod u PoO Ilunnep onmuchIBalOT 3TO HMIMPOKO PacHpoCTpaHEHHOE
noBezeHne B cBoeit Onectsuieit kuure "Phishing for Phools, ucnons3ys Tepmun ams
UHTEPHET-MOLICHHUKOB, KOTOPBIE CHCTEMAaTHYECKM '"OXOTATCSA Ha JypakoB'.
[Tockonbky (hrHAHCOBBIE MPOAYKTHI BCE JIETYE IMepeMelaiTcs mno Bcedl EBpore,

BO3MOKXHOCTb M3BJICYUb BbLITOJAY M3 HCJIOI0 KOHTHMHCHTA C JIFOJAbMH, KOTOPBIC MOI'YT
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ObITh BTSHYTHl B TMOKYNKY (DMHAHCOBBIX HPOIYKTOB,

OKa3ajaaChb Hereo,ZIOJIPIMOI;'I.

VOCABULARY

edifice — 3manue, coopyxeHHe, JOKTPUHA,
to erect — Bo3BeCTH, BO3BOJIUTH

fissures — HajTOM, paciiennuHa, meb
schism — packoJ, pa3aeieHue;

rest with — mpunamIeKaTh

KOTOPBIC MM HC IIOAXOJIAIT,

recession — CIraa B 9KOHOMHYCCKOM POCTC; CHUKCHHUC TCMIIOB SDKOHOM. POCTa

presumption — npeamnosokKeHue, JOMyIIeHUE;
to defy — OpocaTh BBI30B, IPeHEOpETaTh;

to flow — Teun, BEITEKATE;

divergence — pacxoxacHue;

essential — uMerorHii CyIEeCTBEHHOE 3HAYCHHE;

allocation — pacmipenenenue;

thereby — u3—3a 3T0OT0, B CBSI3U C 3TUM, TAKUM 00Pa30M;

prosperity — nporBeTaHue;

abundant — 0boratelii ueM-1;

scarce — nedurur;

convergence — cOMmKeHue;

conditions — ycioBus, 00CTaHOBKa,
government-imposed  —  NOPOAMKTOBaHHBIN
rOCyIapCTBOM;

persistently — nocTosiHHO, HEPEPHIBHO;
elimination — nukBUaAIKs, YyCTPAHEHHE;
sustainable — ycToiuuBbIii, CTaOUIBHBIIH;
eventually — B koHIIe KOHIIOB;

unsustainable — HeycroiunBbIii, HeCTAOUIIBHBIH;
wages — 3apIuiara,

€NOrmous — OrpOMHBIN, TPOMA/IHbIN;

downturn — criaz;

emerge — BO3HUKHYTb;

contract — cokpariarb; contraction — cokparienue;
lending — kpenuToBanue;
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refer to — cceutathes Ha;

austerity — sxecTkasi SKOHOMHUSI;

magnitude — maciTa0, pa3max;

enterprise — npeanpusTHE;

adversely — HeraTuBHO, HEOJIATOIIPUATHO;
multinational — TpancHanMOHATBHAS KOPIIOPAIHS,
Proxy — 10BEPEHHOCTb:

halved — cokparutbest BaBoe;

account — BXOAHMTb BO YTO—JIN0O;

premature — npexIeBpeMECHHBII;

obstacle — npensTcTBHCE;

willingness — roToBHOCTB, CTpEMIICHHE;

bail out — BeIpyuars;

likelihood — BeposiTHOCTB;

depositors — BkaaguuKu;

capacity — crmocoOHOCTb, BO3MOXHOCTb, MOIITHOCTb;
precipitate — yckopsiThb;

forthcoming — rpsaymmii, mpuOTMKAIOIIHIACS
palpable — omryTUMBIN, OYEBUIHBIN;

Interest rates — nporeHTHAasI cTaBKa,

competitive disadvantage — KOHKypeHTHBIH HEJOCTATOK;
ensue — IMPOMCXOUTh, HACTYIHUTh, HACTYIIATh;
restrict — orpaHUYNBaTH;

lending — kpenuToBanue;

perceived — BocipuHUMAaEMbIH, TPETIOIaracMblii;
incentivized — 3auHTEpECOBAHHBI;

absence — orcyrcTBHE;

intertwining — nepermieTeHue;

comprehensive — BCeoObEeMITIOIIHA, ITOJIHBIH;
deposit — Bxia;

incentive — ctumyi;

distress — 0eCTBEHHOE ITOTI0KEHNE;

liquid funds — nukBUAHBIE CpeACTBa;

Provision — mojoxeHue, yCIOBHE;

subsequently — BnocneacTauu;
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rigidity — >xecTKOCTb;

shareholder — nepxxarenn aKiuii;

bondholder — nepsxatenb oOmUranmii;

borrower — 3aeMIIuK, moxy4arenb KPeanTa;

depositor — BkIaguuK;

forbearance — repnumocTs;

exacerbate — ycunuBarb, 000CTpSATS;

borne — BeIIEP)KUBATH, TEPIIETH, JICUb HA IJICUH;

IMpOose — Haylarath, BO3Jiarath, 00Jarath;

cross—border — TpaHcrpaHUYHBINA, MEKTOCY1aPCTBECHHBIH;
exploiting — sxcITyaTUPYIONIUii, HCITOJB3YIONINH;

duped into — BTsHYT B;

irresistible — Herrpeo OUMBIIA, HEOTPA3UMBIN, HEOJOJTUMBIIA;
overregulate — upe3mMepHO peryMpoBaTh;

eXCesSiVe — H30BITOYHBIII;

stifle — qymuTs, 3aayMIKUTD;

cogent — yoe 1M TeNbHbIN;

divergent system — HeycToiiunBas cucTema;

capital shortage — nedurur kanurana,

risk—adjusted returns — MOXOMHOCTH C TONMPaBKOH Ha PHUCK; JOXOJHOCTh C YYETOM
pHCKa,

single market principle — nmpuHIMIT €IMHOTO PHIHKA;

in plain sight — na Buny;

legal framework — npaBoBas 0a3a;

exchange—rate risk — BaroTHBIN pUCK;

real estate bubbles — 1ieHOBOI#1 My3bIps HA PHIHKE HEJIBUKUMOCTH;
upward pressure — MoBHIIAOIIEE TABICHHE;

current account deficits — Tekymuit neguUT IATE:KHOTO OaNaHca;
trade deficits — nedurut Toprosoro Gananca;

internal devaluation — BHyTpeHHSIS IeBaIbBALINS;

£conomic recession — JKOHOMHUYECKHH CITaf;

small loans — menkue 3aiMEL;

green shoots — 3enéusie moberw;

market for bonds — peiHOK OOMTUTALIHIA;

implicit subsidy — kocBeHHBIE CyOCUINH;
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risk premiums — Hag0aBKH 3a PHCK;

bipartisan support — nByXxmapTHiiHast MOAIepKKa;
bailout package — aHTHKpH3HCHBII MaKeT;

inherited debt — ynacienoBanubIi 10T

regulatory framework — HopmaTuBHas 0a3a;

campaign contribution — Bxia B kaMITaHUIO;
anti-bribery — aHTHKOppyNIIHOHHOE COTJIANICHUE;
adverse consequences — OTPHUIIATEIILHBIC TOCECICTBHS;

Acronyms

SMEs (small and medium-sized enterprises) — Masble U CpeTHHE TIPEIIPUSATHS;
ECB (European Central Bank) — Epponeiickuii Lienrpanbubrii bank.
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UNIT Il
THREATS TO THE FUTURE OF EUROPE

» Read, translate and retell

The neoliberal argument for central bank independence

The neoliberal argument for central bank interdependence — the argument that
prevailed at the time the ECB was established — seemed to be predicated on three
critically flawed assumptions: first, that all that mattered was inflation; secondly, that
fighting inflation through monetary policy was a purely technocratic matter; and
thirdly, that central bank independence would strengthen the fight against inflation.

| have already explained what was wrong with the first two hypotheses. The third
hypothesis was based on a deep distrust of democracy. It was feared that democratic
governments would be tempted to inflate the economy before an election. A stronger
economy would help get the government reelected — with the price of inflation paid
afterward. Only by taking monetary policy out of the hands of politicians could this
kind of inflationary pattern be broken; and with confidence that the technocrats
assigned to limit inflation would fulfill their mandate, inflationary expectations would
be brought down, and thus economic stability ensured. Democratic electorates are,
however, more intelligent than this hypothesis gives them credit for. Indeed,
governments have the same incentive to spend before an election. No one has proposed
taking away the spending power from government, to ensure that they don’t
“misbehave.” And in fact, democratic electorates have strongly punished governments
that overspent. Fiscal responsibility — in some cases excessive fiscal responsibility,
with a focus on deficits that exceeds practical sense — regularly features in elections.

Concluding comments: economic models, interests, and ideology

A central thesis of this text is that certain ideas — certain economic models —
shaped the construction of the eurozone; these ideas are at best questionable, at worst
wrong. In computer science, there is an old adage: garbage in, garbage out. So, too, in
the construction of institutions: institutions built on faulty ideology are not going to
work well; economic institutions built on flawed economic foundations are going to
serve the economy poorly. This chapter has amply illustrated this in the context of
monetary policy and the central institution of the eurozone, the ECB.

While the single mandate and the narrow view of the instruments at their disposal

may have narrowed the set of actions that the ECB could undertake, the ECB has been,
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to say the least, controversial. It has been charged, especially within Germany, with
acting beyond its mandate, and acting improperly. Even though in its construction,
conservative ideas predominated, since the crisis it has used new instruments and
undertaken new responsibilities, which conservatives say go beyond its remit. It has
been sued for its program of buying government bonds, for engaging in quantitative
easing, and for its new supervisory roles. The ECB is governed by a board, the
members of which have views about what the bank can do and what the bank should
do that markedly differ. The Germans have consistently argued for a narrow
construction, and in spite of common wisdom that they enjoy hegemony in the
eurozone, the ECB has on a number of times — most notably with the undertaking of
QE — taken actions vehemently opposed by Germany, both on grounds of policy and
that the actions are beyond those allowed to it.

Institutions evolve. The problems confronting Europe and the world today are
different than what they were when the eurozone was designed. Even when the
eurozone was founded, inflation was not the issue. The world had moved into a new
era, with inexpensive Chinese goods helping to dampen prices. It was clear that growth
and employment would be among the issues of the future. The 2008 crisis reminded
everyone why some central banks were created in the first place—to maintain financial
stability—a responsibility that had been almost forgotten in the years when an
obsession with inflation dominated the scene. The strong restraints on the ECB clearly
limit its ability to adapt in ways that it could and should. The ECB’s narrow mandate
and narrow set of instruments puts Europe in a distinct disadvantage.

The ECB has had three heads in its short history, each with a distinctive style,
each leaving his mark. Trichet will be remembered for his colossal misjudgments, in
particular raising interest rates at moments where the economy was contracting. He
demonstrated a commitment to fulfilling the ECB’s mandate, fighting inflation, come
what may. The costs of these mistakes were palpable. He played a disastrous role in
the development of the euro crisis, forcing the Irish government to assume the liabilities
of its banks. The Irish people were unjustly forced to pay the price for others’
mistakes—a double injustice, because it was in effect a transfer of money from the
poor to the rich. But Trichet knew where he stood: he was an ally of the bankers against
ordinary workers, constantly demanding wage cuts that would lower their standards of
living.

If Trichet did much to undermine the eurozone—could it have survived if he had
remained in office? — Mario Draghi is given credit for its survival, with his famous
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2012 speech promising “whatever it takes.” Few speeches in history have had such
Impact—bringing down interest rates on sovereign bonds throughout the region.

The speech was magical in another way as well: no one knew whether the ECB
had the authority and resources to do “whatever it takes.” A few academics and pundits
worried, what would happen if the promise was tested? If there was a run against Italian
bonds? If suddenly, there was a shift in mood, and investors came to believe that the
ECB did not have the resources to sustain high prices for the enormous numbers of
outstanding Italian bonds? What would happen if Germany successfully opposed the
ECB doing “whatever it takes”? In short, no one knew whether Draghi was an emperor
with or without clothes. It was, of course, in no one’s interest to find out, or at least not
at the time. And so long as it was not shown that the emperor had no clothes,
remarkably, the market acted as if he did, whether he did or didn’t.

There are choices

Quantitative easing, which was grudgingly adopted, with strong opposition from
some members of the ECB Board, has not restored Europe to robust growth. Neither
has it resulted in massive inflation, as its critics once feared. Over the nearly two
decades since its creation, the ECB has not been able to assure full employment and
economic stability for all of Europe. That might be asking too much: given the diversity
among the countries, critics of the eurozone would say that that was an impossible task.
But it has not even achieved reasonable growth, employment, and economic stability
on average. Chapter 3 vividly described the eurozone’s dismal performance: it has had
a double—dip recession and repeatedly faced threats of deflation, with an unacceptably
high level of eurozone unemployment.

In the brief history of the ECB, we have seen costly misjudgments and the use
of its enormous power to obtain outcomes that benefit the banks and the major powers
within the European Union at the expense of citizens and the weaker countries. This
should be deeply troubling.

The main point of this chapter is a simple one: there are alternative ways of
structuring central banks—with different mandates, different instruments, and, more
importantly, different governance—that are more likely to lead to better economic
performance, especially from the perspective of the majority of citizens. Doing this
should be high on the agenda of reform for the eurozone. It is one of the essential tasks
if the eurozone is to be restored to growth and prosperity.
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» Questions

That is the central thesis of this book?

What country criticizes ECB for its monetary policy?
How many leaders ECB had in its short history?
Which one of ECB’s leaders was the most successful?

H w e

Afterword: developments in monetary theory and policy over the past third of a
century

The eurozone is a monetary union, so it is important to understand the ideas
concerning money and monetary policy that prevailed at the time the eurozone was
created and subsequently. This section describes the evolution of the dominant
doctrines over the past third of a century. ldeas that were fashionable at the time the
eurozone was founded—such that all that a central bank had to do was to focus on
inflation and that would ensure growth and stability—are now widely discredited
among both academic economists and policymakers, including those at the IMF. Yet
these ideas are set in stone in the ECB, and still widely held within powerful groups
inside the eurozone. This puts the ECB in a difficult position: following its mandate
puts it on a course that is opposed by large fractions of European democracy. It is
Important to have rules, but having the wrong rules, as we noted earlier, can be a
disaster.

In recent decades, central banking has been dominated by a succession of
beliefs—one might call them religious beliefs, for they are held with firm conviction,
even passion. And this is so, even though the empirical evidence underlying them is at
best weak. The good news concerning central bankers is that their religions evolve,
even if they change their beliefs very slowly in response to evidence against the
currently fashionable doctrines.

Monetarism

At one point, the religion was called monetarism — all central bankers believed
that the monetary supply should be increased at a fixed rate and, accordingly, monetary
authorities should keep their eye on the money supply.

Monetarism was never really a theory; it was based on an alleged empirical
regularity—that the ratio of the money supply to the volume of transactions (called the
velocity of circulation) was fixed. There was no theoretical reason that this should be
so. No sooner had Milton Friedman announced this new law of nature than nature

played a trick on him, and on the countries that followed his dicta: the velocity of
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circulation started changing. Those of us who had studied more deeply the nature of
financial markets understood and predicted these changes. New forms of financial
instruments, like money market funds that we now take for granted, were coming into
play, and there were changes in the regulations governing financial markets.

Monetarism swept the world of central bankers as the cult of the day. It was
based on a simplistic model. It could be grasped easily by central bankers with limited
abstract capacities, and it provided rich opportunities for empirical testing. There was
enough ambiguity in the theory to lead to heated discussions: What was the right
definition of money? How should it best be measured? What was the right measure of
GDP? How should it be measured?

Interestingly, conservative central bankers following such doctrines actually
exposed the economies for which they were responsible to real risk. At the time the
experiment with monetarism began, its full implications were not known. At the time
(the late 1970s) the United States faced what was widely viewed as an unacceptably
high inflation rate, Paul VVolcker, newly chosen to head the Federal Reserve, responded
with this new tool. Interest rates shot up beyond anything that had happened before,
and beyond what most had expected—the Fed fund rate eventually reaching 19 percent.
But while this new “theory” seemed to work in bringing down inflation, from 13.5
percent in 1980 to 3.5 percent in 1983, the medicine had serious side effects. America’s
deepest recession since the Great Depression, with unemployment reaching 10.8
percent in 1982, in spite of a massive stimulus from fiscal policy with the large 1981
Reagan tax cut; and debt crises throughout the world in countries that had borrowed in
the 1970s to offset the effects of the oil price rise, in the perhaps—reasonable belief that
so long as interest rates remained within the realm of what had happened in the past,
they could manage things. The result was the lost decade of the 1980s in Latin America.

Inflation targeting

As this monetarism religion waned in the onslaught of overwhelming evidence
that it did not provide good guidance — even ignoring its noxious side effects — a new
religion took its place, inflation targeting. 42 If inflation was the only thing that central
banks should care about, it made sense for them to target their policies to inflation.
Never mind about unemployment or growth — that was the responsibility of someone
else. Countries around the world adopted this philosophy, and with conservatives
loving rules, there developed a rule, named after John Taylor, with whom | taught at
Princeton and Stanford, and who was to go on to be the under secretary of the Treasury

for International Affairs in the administration of George W. Bush. His rule (the “Taylor
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rule”) prescribed by how much the central bank should raise interest rates in response
to a level of inflation in excess of its target. One didn’t really need a board to set interest
rates, just a technician, who would calculate the inflation rate (government statistical
offices do that) and then plug the number into the formula. The interest rate would pop
right out. The money supply should be increased or decreased until that target was
reached. One didn’t have to ask why inflation was high or whether the disturbance to
the economy was temporary or permanent. Those judgments, made by mortal
government appointees, would inevitably be more fallible than the infallible rule.
Countries following such a simplistic policy also had disastrous results. When
food prices rose very rapidly in 2007, inflation — especially in developing countries
where food is such an important part of the market basket — rose, too; but it made no
sense to raise interest rates: raising interest rates would not lower food prices. The
problem of food prices was global, but even in a moderately sized country, raising
interest rates would have a negligible effect on global food prices. The only way the
monetary authority could have an effect on inflation was to drive down other prices —
have deflation in the nontraded goods in the economy. And the only way to achieve
that was to cause those sectors to go into depression, by raising interest rates very high.
No matter how important one thought that inflation was, the cure was worse than the
disease.
The European Central Bank never went so far as to go to either the extreme of
monetarism or the Taylor rule, but it did something almost as bad. It focused
exclusively on inflation—after all, that was its single mandate—and for a long time it
continued to use as an indicator of its monetary stance (whether monetary policy was
loose or tight) the rate of growth of the money supply, a holdover from the days when
monetarism reigned king.

Questions

Why at some point monetarism was seen by economists as a religion?
What was the main idea of the “Taylor rule”?

What were the results of countries that used John Taylor's rules?
Why quantitative easing was an ineffective measure?

What were the risks of a massive expansion of central banks?

What was the Keynes's solution to the central bank problem?

© bk wbdPkFYy
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Summary

This text is devoted to the problem of European Central Bank and to the problem of
monetarism which was created by ECB’s actions. In this book Joseph Stieglitz
suggested that all of the problems which were created by ECB’s leaders and their co—
workers arose due to the fact that the ECB didn’t have enough freedom and
prerogatives for normal operation. Most of all generality of eurozone states have used
such economic policy as monetarism as if it was some kind panacea to all of their
economical problems and didn’t even realize how many problems could this create for
the working class.

» Translate into English

Tasks

1. Give the right word

A central 1. of this book is that certain ideas — certain economic 2. — shaped
the construction of the eurozone; these ideas are at best questionable, at worst 3. .
In computer science, there is an old 4. : garbage in, garbage out. So, too, in the
constructionof 5. :institutions builton faulty 6. are not going to work well;
economic institutions built on flawed economic 7. are goingto servethe 8.
poorly. This chapter has amply illustrated this in the contextof 9. policy and the
central institution of the 10._ | the ECB.

1.

2.

3.

4,

5.

6.

7.

8.

9.

10.

2. Compose the word combinations
11. democratic  union
12. monetary model
13. democratic  roles

14. faulty reason
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15. supervisory  pattern

16. monetary ideology

17. theoretical policy

18. simplistic electorates
19. neoliberal argument

20. inflationary ~ governments

3. Give the synonyms
21. interdependence —
22. assumption—
23. hypothesis —
24.toevolve—
25. electorate —
26. country —
27.resources—
28. noxious —
29. tax —

30. member —

4. Translate the word combinations
3l.torunagainst—
32.tocomeintoplay -
33.inanotherway —

34. whatever ittakes—

35. to limit its ability —
36. noxious side effects —
37. the spending power —
38.to robust growth —

39. stability on average —
40. costly misjudgments —

5. Match the verbs

The eurozone is a monetary union, so it is important to understand the ideas concerning
money and monetary policy that41.  (prevail) at the time the eurozone 42.
(create) and subsequently. This section describes the evolution of the dominant

doctrines over the past third of a century. Ideas that were fashionable at the time the
34



eurozone 43. _ (found) — such that all that a central bank had to do 44.
(be) to focus on inflation and that would ensure growth and stability—45.  (be)
now widely discredited among both academic economists and policymakers, including
those at the IMF. Yetthese ideas46.  (be) setin stone in the ECB, and still widely
held within powerful groups inside the eurozone. This 47. _ (put) the ECB in a
difficult position: following its mandate puts it on a course that 48.  (oppose) by
large fractions of European democracy. 1t 49.  (be) important to have rules, but
having the wrong rules, aswe 50. _ (note) earlier, can be a disaster.

» Translate into English
Kone4yHble KOMMEHTaApHH: JKOHOMUYeCKHe MO/IeH, MHTepechl U UAe0JI0T U

[{eHTpanbHBIM TE3UCOM ITOW KHUTH SIBJIIETCA TO, YTO OINPEACIICHHbIE UJEU —
OnpeaeeHHbIE IKOHOMUYECKUE MOJEIN — c(hOPMHUPOBAIN Oa3ucC sl €BPO3OHBI; 3TU
UJEU B JIyYllleM Clly4ae CIOpHbIE, a B XyJIIEM HempaBuibHble. B KOMIBIOTEpHOI
HayKe €CTh OJHa cTapas II0rOBOpKa: MyCOp Ha BXOJE — MycCOp Ha BbIxonxe. B
MHCTUTYLIMOHAJIBHOW K€ CPEIE UMEETCSI CBOS: MHCTUTYTHI, BRICTPOCHHBIE HA JIOKHOM
UE0JOoru, He OynyT padoTaTh JOHKHBIM 00pa3oM; SKOHOMHYECKHE HHCTUTYTHI,
MIOCTPOEHHbIE HA HECOBEPIICHHBIX JKOHOMHYECKHMX OCHOBaX, OYIyT IUIOXO
00Cy’KMBaTh SKOHOMUKY. JTa IJ1aBa HArJISAHO IPOUJUTFOCTPUPOBAja 3TO B KOHTEKCTE
MOHETAPHOM MOJIUTUKH U LIEHTPAIBHOTO MHCTUTYTA €Bp030HbI — ELD.

HNucTuTyThl ceifyac 3BOMONMOHUPYIOT. [IpoGiieMbl, CTOSIIME CEromHs mepes
EBpormoit 1 Mupom, OTINYAIOTCS OT T€X, KOTOpble ObUIM NPU CO3AAHUU E€BPO3OHBIL.
Jlaxke BO BpeMsi CO3/1aHUsI €BPO30HBI HHGIIAIUS HE Oblia poOsieMoi. Mup BCTymui B
HOBYIO 3pYy, KOT'/1a HEIOPOTMe KUTalCKKUE TOBaphl IOMOTIIM CHU3UTH LIEHbI. bbL10 sIcHO,
YTO POCT U 3aHATOCTh OyAyT cpenu BompocoB Oyaymiero. Kpusuc 2008 roa HamoMHuI
BCEM, IOYEMY HMMEHHO HEKOTOpbIE IEHTpaJIbHbIE OaHKW ObUIM CO3JaHbl — JUIS
nojAep>kaHusi (PMHAHCOBOM CTaOUIILHOCTU — OTBETCTBEHHOCTh, KOTOpasi Obljia MOYTH
3a0bITa B TOJIbI, KOT/Ia HA CIIEHE IOMUHUPOBAJIa OJCPKUMOCTh UHIIsIITEH. CUITbHBIC
orpanndenus B EI[b sBHO orpaHnYnBarOT €ro CnocOOHOCTh aIaliTUPOBATHLCS TaK, KaK
OH MOT Obl U JoykeH Obul Obl. Y3kuih mangaT ELIb u ero y3kuit uHCTpyMeHTapuit
ctaBaT EBporny B SBHO HEBBITOJIHOE TIOJIOKEHHE.

3a cBoro KOpoTkyto uctoputo y EIlb Obuto Tpu TaBbl, KakAblii CO CBOUM
OTJIMYUTENBHBIM CTHIIEM U KaXKIbIH OCTaBUJI CBOM ciiell. Tpuiiie Oy 1yT MOMHUTB 32 €ro
KOJIOCCAJIbHBIE 3a0JY’KJEHUsI, B YAaCTHOCTH, TOBBIIIEHUE MPOIEHTHBIX CTaBOK B
MOMEHTBI, KOIJla JKOHOMHMKa  jgerpaaupoBana. OH  OpOJEMOHCTPUPOBAI

MIPUBEP>KEHHOCTH BO UTO OBI TO HE cTasio puaepxkuBatbes manaara EILb u 6oprbe ¢
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uHpusuen. Ilena stux ommbok Obuta omryTumoi. OH ChIrpan OAHY W3 POJIeH
KaTanu3aropa €BpO KpHU3HUCa, 3aCTaBUB WPJIAHJICKOE MPABUTEILCTBO B35ITh Ha ceOs
oOs3aTenbcTBa cBoUX OaHkoB. MpmaHjckuil Hapos ObLI HECHpaBeJIMBO BBIHYK]ICH
pacIuiauMBaThCsl 3a YYy)KHE OIIMOKM — JBOIHAs HECNpPaBEIIUBOCTh, MOTOMY YTO
dakTUyecKu 3TO OBLT IEpeBOJ AIeHET OT OenHbIX K 6orateiM. Ho Tpuiie 3Ham, 4To OH
JIEaeT: OH COCTOSJI B COKO3€ C OAaHKMpamu MPOTUB MPOCTHIX PadOUYUX, IMOCTOSTHHO
TpeOys COKpaIeHnii 3apabOTHOM IJIaThl, KOTOPbIE CHIKAIN YPOBEHD KU3HU.

Ecnu Tpuiie MHOrO caenan sl MoApbIBa €BPO30HBI — MOT JIM OH OCTaThCs Ha
IUIaBYy, €clid ObI OH He yIIIelI co cBoero nocra? — Mapuo [[paru 3acity’KuBaeT yBakeHHUsI
3a €ro *UBYYeCTb, MOCKOIbKY Y ELIb Oblmu momHomMouus u pecypcesbl, 4ToObl AenaTh
«BCE, YTO HYXKHO». B HTOre HECKOJIBKO €ro pedyer OKa3aJu TAKOE BIUSHUE, YTO
MOCIIOCOOCTBOBAJIM CHUKEHUIO MPOLEHTHON CTaBKU MO CYBEPEHHBIM OOJIHMTalUsIM IO
BCEMY PETHOHY.

Peub Takoke ObLIa BOIIIEOHOM M3—3a IPYTroro: HUKTO He 3Hal, oonanaet au E1Lb
MOJIHOMOYMSMH M pecypcaMu, 4YTOOBbl JenaTh «BCE, 4YTO HYKHO». Heckonbko
aKaJIEMUKOB U YYEHBIX BOJHOBAJIUCH, YTO IMPOU3O0MIET, €CIU yTBEpXKACHUE OylIeT
NoJIBEp>KEeHO IpoBepke? Bbpul u mpober mo uraabssHCKUM obiurauusam? U eciu Obl
BJIPYT IIPOU3OILEN CABUT B HACTPOCHHUH, U HTHBECTOPHI OBEPHIIN OBbI B 3TO 3asIBJIICHUE
B 10, yto y ELIb Her pecypcoB 1 moiaep:KaHWs BBICOKMX IIEH HA OTPOMHOE
KOJIMYECTBO BBIJAIOIINXCS HUTAIBIHCKUX oOnuranuii? Yto npousonuio Obl, €ciiu
I'epmanus ycnemHo BbICTynuia Obl mpotuB Toro, uytodbl EIIb nmemam «Bce, uto
HykHO»? Kopoue roBopsi, HUKTO He 3Hal, ObL1 1M [[paru umMmnepaTopom B 0JIeXkA€ WIH
6e3 Hee. Koneuno, 310 Ob1JI0 HUKOMY HE HHTEPECHO — IO KpaifHel Mepe B To Bpemsi. U
70 TeX MOp, NMOKa He ObUIO MOKAa3aHO, YTO Y MMIIEPATOp BCE Ke ObLI roJIbIM, OBLIO
3aMEUYEeHO, UTO PHIHOK JEHCTBOBA TakK, kKak Oyaro rinasa EIb caenan umenHo To, 4To

o6eman HC3aBHUCHUMO OT BCCT'O OCTAJIBHOTI'O.

VOCABULARY

neoliberal argument — HeonMOepaTbHBIIT apryMeHT
central bank independence — He3aBUCHMMOCTB IIEHTPATLHOTO OaHKa
critically flawed assumptions — kpuTHYECKH OMIMOOYHBIC MTPETOT0KCHUS
monetary policy — neHe:kHO—KpeauTHAS TIOJIUTHKA
distrust of democracy — HemoBepue K 1eMOKpaTHH
democratic governments — reMOKpaTHYECKHE MPABUTEIILCTBA
price of inflation — nena urdsAIIA
inflationary pattern — uadusauonHast MoiesIb
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democratic electorates — qemokparudeckie u3dupaTean
the spending power — mokymnarenbHas CIOCOOHOCTh
fiscal responsibility — ¢uckanbHast OTBETCTBEHHOCTD
European Central Bank — EBponieiickuii [{enTpanbhbiii bank
the hidden trade—offs — ckpeITbIc KOMITPOMUCCHI
the financial sector — ¢puHaHCOBBIN ceKTOP
to have a vested interest — umMeTh JTMYHBINA HHTEPEC
representatives of labor — npencraButenn padbounx
to see the world through a different lens — cmoTpets Ha Mup ApyrEMHU TIa3aMU
a more hawkish concern — 6osee peBHOCTHAas 3a00Ta
an old adage — crapas moroBopka
faulty ideology — ommbouHnas uaeonorus
the narrow view of the instruments — y3kwuii B3ris1,1 Ha UHCTPYMEHTBI
to act beyond its mandate — neficTBoBaTh 3a mpeeIaMu CBOSTO MaHaTa
supervisory roles — pykoBopsiiue pou
to move into a new era — nmepewTu B HOBYIO 3Py
to dampen prices — 4ToObI CHU3UThH LIEHBI
to maintain financial stability — mognepxuBare pruHaHcOBYyrO cTaOMIBHOCTD
to limit its ability — orpann4YHuTE CBOM BO3MOKHOCTH
to fulfilling the ECB’s mandate — nyist Beimonaenust manaara ELb
the development of the euro crisis — pa3Butue eBpo kpusuca
the standards of living — ypoBeHb xu3Hu
to undermine the eurozone — moOpBaTh €BPO3OHY
to give a credit — gaTh KpeauT
throughout the region — mo Bcemy peruony
in another way — nmo—npyromy
whatever it takes — Bce, 4TO HYXHO
to run against — BeICTYIaTh IPOTHB
to sustain high prices — mognepxuBaTh BHICOKHE LIEHBI
to robust growth — ycroituuBsrii poct
stability on average — cTaOMIBHOCTD B CpeHEM
threats of deflation — yrpo3ssr neduisium
costly misjudgments — goporocrosiiue 3a01yKIeHUs
the majority of citizens — GosbIIMHCTBO TpaXKIaH
the essential task — ocHoBHast 3aaua
a monetary union — BaIFOTHBIA COI03
the dominant doctrines — foMuHUPYIOIIKE TOKTPUHBI
37



a succession of beliefs — uepena yoexneHmii

religious beliefs — penmurnosusie BepoBaHus

the currently fashionable doctrines — moHbIe B HacTOsIIIee BpeMs TOKTPUHBI
theoretical reason — Teoperuueckasi mpuIKMHA

law of nature — 3akoH npupoIBI

the velocity of circulation — ckopocTh HUpKYJIALIAN

to come into play — BcTynuTh B Urpy

a simplistic model — ynpomennas Mmozens

an unacceptably high inflation rate — HemomycTMo BbICOKHE YpOBEHb UHQIISIIUN
the Great Depression — Benukas nenpeccust

the onslaught of overwhelming evidence — HaTrck HEONPOBEPKUMBIX JOKA3aTEIbCTB
noxious side effects — Bpeabie MOOOUHBIE AP PEKTHI

the nontraded goods — HeToproBeIil TOBaphI

to raise interest rates — MoBBICUTB IIPOIICHTHBIC CTABKH
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UNIT IV
GERMANY — RUSSIAN FEDERATION RELATIONS

» Look througth texts and enumerate the problems of consumption

Germany’s reaction to the murder of a prominent Chechen in Berlin, carried out
by a Russian citizen with highly suspicious travel papers, has been criticized as tepid
and slow, especially compared to the U.K.’s forceful response in a similar case last
year. However, after an extremely long wind-up, German authorities on Wednesday
finally expelled two diplomats and made their suspicion of Russian government
involvement official.

The victim in the case, Zelimkhan Khangoshvili, had fought against the Russian
military during the Chechen conflict and attempted to help Georgia fight off a Russian
invasion in 2008. After an attempt on his life in Thilisi in 2015, he traveled to Germany
and applied for asylum. In August, a man rode up to him on an electric bike in Berlin’s
Tiergarten park and shot him three times, twice in the head.

The suspected assassin was quickly arrested; he presented a fresh Russian
passport in the name of Vadim Sokolov. The investigative outfit Bellingcat soon found
out that the holder of this passport had no documented history within the Russian
bureaucracy and had provided false information when he applied for the visa on which
he traveled to Europe.

On Tuesday, Bellingcat claimed that Sokolov’s real name was Vadim Krasikov.
It reported that a man of that name, who resembles Khangoshvili’s alleged assassin,
had been sought in Russia in connection with another contract hit, also involving a
bicycle. Warrants issued in connection with that case, the site said, were subsequently
withdrawn without public explanation.

Apparently, the German federal prosecutor-general’s office supports this
identification. On Wednesday, it took over the case from the Berlin authorities, naming
the suspect as “Vadim K., alias Vadim S.” The reason it intervened, it said, was that
the investigation had turned up “sufficient factual evidence” that the murder had been
carried out “either on behalf of State entities of the Russian Federation or of the
Chechen Republic as part of the Russian Federation.” That makes Khangoshvili’s
killing a German national—security concern.

The case presents a stark contrast to that of former double agent Sergei Skripal,
who was poisoned along with his daughter Yulia in the English town of Salisbury last
year. Just days after the unsuccessful assassination attempt, the U.K. government

publicly accused Russia, appealed to other Western nations for solidarity, and
39



coordinated a response that led to the expulsion of about 100 Russian diplomats around
the world, four of them from Germany. Although the Russian propaganda machine did
its best to portray this aggressive response as a case of anti—Russian paranoia, nobody
outside the Russian spy apparatus had a motive to kill Skripal.

In Khangoshvili’s case, just as in Skripal’s, Russia’s government has denied
involvement. But this time its insistence that the response has been “politicized” is even
more egregious, since Germany’s measured reaction followed a thorough
investigation. For three months, Germany patiently asked Russia for more information
about the suspect, a Russian citizen who could not be traced under the name he had
given, and got no cooperation. The foreign ministry’s statement on the diplomat
expulsion said assistance from Russia would still be welcome. And Germany isn’t
trying to raise a public—relations storm as the U.K. did.

Of course, Germany’s relationship with Russia gives it far less latitude for a
forceful response. It stands alone against powerful opposition to the Nord Stream 2
pipeline, which is meant to start pumping Russian natural gas into Germany next year,
and Chancellor Angela Merkel is expected to help mediate peace talks between Russia
and Ukraine next week.

On the other hand, though, a large Chechen diaspora is watching. Between 2012
and 2017, some 36,000 Chechens applied for asylum in Germany; most of them are
avowed enemies of Russian President Vladimir Putin and his appointee as head of
Chechnya, Ramzan Kadyrov. Unless the German government acts forcefully in the
Khangoshvili case, some of them will have strong reasons to fear for their lives.
Germany has a responsibility to protect them — and to make clear that assassinations
arranged by a foreign state on its soil will have consequences.

Germany appears to be resolving this dilemma in the most German way possible:
by following the rules. The Berlin investigators worked methodically until they reached
a politically charged conclusion. Then federal prosecutors took over, even though the
timing was diplomatically awkward. Now the foreign ministry has expelled Russian
diplomats after evidence of state involvement became clear. More publicity — of the
German, measured kind — and possibly more retaliatory moves can be expected as the
investigation proceeds. It would be counterproductive for the Kremlin to use the same
cavalier tactics as it did with Britain. Here in Germany, nobody wants to politicize the
Khangoshvili murder. They are just trying to get at the truth.
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Germany, Nordstream and the Sanctions

Chancellor Angela Merkel has criticized US sanctions against the new $9.5bn
pipeline that will transport Russian gas to Germany, but said Berlin would not impose
punitive measures of its own in response.

Ms. Merkel asserted that Germany was
“opposed to extraterritorial sanctions” of the
type voted through by the US Congress this week
against the Nord Stream 2 project. But during a
question—and-answer session in the Bundestag,
she informed that Berlin had no intention of
Imposing counter-sanctions on the US. “I see no
other option but to talk [to the US and make it clear that] we do not approve of this
practice of extraterritorial sanctions,” she said. Ms. Merkel also denied that Germany

was “backing away” from confrontation with Washington.

Nord Stream 2, which is nearing completion, will allow Russia to significantly
increase the volumes of gas it exports directly to Germany. It will also allow Gazprom,
the Kremlin—controlled gas company, to bypass the Ukrainian pipeline network
completely, potentially depriving Kyiv of billions in gas transit fees. President Donald
Trump’s administration has fiercely criticised the project, saying it would weaken
Ukraine in its long—running confrontation with Russia. Mr. Trump has claimed that by
increasing Germany’s reliance on Russian gas it could turn Europe’s largest economy
into a “hostage” of Russia. In June the president said that the US was protecting
Germany from Russia “and Russia is getting billions and billions of dollars in money
from Germany” for its gas.

His criticism of Nord Stream 2 has often been combined with accusations that
Berlin is not spending enough on defence, failing to meet the target of 2 per cent of
GDP agreed with other NATO states in 2014. The US Congress this week passed a
defence spending bill that included sanctions on companies involved in Nord Stream
2, as well as Turk Stream, a Russian pipeline that crosses the Black Sea to Turkey.

German and Russian officials reacted with anger. “European energy policy is
decided in Europe, not the US”. Speaking on ZDF television this week Heiko Maas,
German foreign minister, said such sanctions were unacceptable “because in the end
they amount to interference in autonomous decisions taken in Europe”. The consortium
building Nord Stream 2 says it has laid more than 2,100km of the pipeline, with about
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300km still to go. The work is being carried out by the Swiss-Dutch company Allseas,
which would be directly affected by the sanctions.

If sanctions work to tangibly benefit Ukraine, Nord Stream 2 may provide a case
study for how the U.S. can protect vital partners and cooperate with allies in a new era
of great power competition and lay a foundation for stable national security policy.

Experts say Russia may be forced to look for other firms to replace Allseas,
which might delay completion of the project. Yet Dmitry Peskov, Kremlin spokesman,
insisted the pipeline would be finished, despite the sanctions. He accused the US of
“violating international law” and trying to “expand its artificial dominance of the
European market”.

Senior officials in Moscow and Berlin have long argued that the sanctions are
designed to push Germany into buying more US liquefied natural gas.

Germany increases military spending to NATO

As Secretary of State Mike Pompeo visited the German capital to commemorate
the 30th anniversary of the fall of the Berlin Wall this week, German leaders signaled
a new policy that appeared to respond to Washington’s demands: a major increase in
defense spending.

In an announcement by Defense Minister Annegret Kramp-Karrenbauer,
Germany finally pledged to reach the NATO spending goal of 2 percent of economic
output.

Speaking at a private event to honor NATO Secretary General Jens Stoltenberg
in Munich on Thursday, Kramp-Karrenbauer declared that Europe’s ability to defend
itself “starts with the defense budget.”

President Trump, like other U.S. leaders before him, has publicly assailed
European nations such as Germany for their relatively low military spending.

Trump had singled out Germany, the largest economy in Europe, as a freeloader
on the back of the U.S. military, telling Fox Business Network this summer that
“Germany doesn’t pay what they’re supposed to pay” on NATO and that the country
was “taking tremendous advantage.”

But Trump is unlikely to be celebrating just yet. Although the U.S. president
may be happy with the German announcement, the timing will be a harder sell. Kramp-
Karrenbauer set a target date of 2031 for Germany’s defense spending to reach the goal
— 12 years from now.
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A potentially huge increase in spending

Germany would miss a 2024 target that was agreed upon by NATO leaders at a
summit five years ago. (Germany has instead said its defense spending would reach
1.5 percent of gross domestic product by that time).

It is even further behind Trump’s own demands: The U.S. leader stated last year
that 2 percent was not enough and that NATO allies should increase their spending to
4 percent of GDP.

However, the German pledge is still a major development — and a potential
huge increase in spending. Of the 29 members of NATO, only seven currently meet
the 2 percent pledge: the United States, Greece, Estonia, Britain, Romania, Poland and
Latvia.

Germany’s defense spending in 2019 is estimated to be only 1.36 percent of
GDP, putting it roughly in the middle of the pack. (Spain spends only 0.92 percent of
its economic output on defense, while Luxembourg spends 0.55.)

But analysts have long suggested that linking defense spending to the size of an
economy is misleading. Germany is the fourth—largest economy in the world, with a
GDP more than 10 times the size of Estonia’s. Increasing its military spending to 2
percent requires an increase of tens of billions of dollars in expenditures.

That could make Germany the third-largest defense spender in the world, behind
only the United States and China.

Although Germany’s constitution stipulates that its military should play only a
defensive role, and while the country has pointedly avoided major conflicts, European
memories of German militarism in the first half of the 20th century are hard to shake.

With significant practical problems

The practical elements of an increase in German defense spending also are major
issues. Although reports of German military underfunding are notorious — in 2014,
German soldiers turned up for a NATO exercise with broomsticks rather than guns —
absorbing tens of billions of dollars is as much a burden as a boost.

Raising defense spending in Germany is politically sensitive. The Social
Democratic Party (SPD), the junior party in the government coalition with Chancellor
Angela Merkel’s Christian Democratic Union (CDU), has argued against increased
military funding. Der Spiegel reported Thursday that the two parties are already at odds
over the details of Kramp-Karrenbauer’s proposal.

The sometimes fraught relationship between Germany and the United States is

one factor in the political debate. One member of the SPD leadership said this
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summer that Germany needed to remain cautious about sending troops abroad in
partnership with the United States as “a racist sits in the White House.”

While American complaints about European military spending predate him,
Trump has been criticized for displaying an apparent lack of understanding about how
the 2 percent pledge works, frequently suggesting it is something that NATO allies
“owe” the United States.

His criticism of Germany’s spending on defense—related issues is not limited to
the NATO contribution. It also covers things such as the cost—sharing of U.S. troops
still housed in Germany.

But the defense minister’s ambitions for Germany’s military may extend beyond
the whims of Trump. Kramp-Karrenbauer is currently leader of the CDU; she is widely
seen as a possible successor to Merkel, who has announced she will step down as
German chancellor before 2021. If Kramp-Karrenbauer were to lead Germany as long
as Merkel has, she could be in the chancellor’s office until 2033.

As she spoke in Munich on Thursday, Kramp-Karrenbauer stated the increase in
spending was needed “not because the American president — and not just the current
one — demands that, but because it is in our own security interest.”

» Questions

1. What was Germany’s reaction to the assassination?

2. Why Zelimkhan Khangoshvili moved to Germany?

3 Why the USA so concerned about completion of Nordstream 2?

4 How Germany reacted to sanctions on Nordstream 2 project?

5. What did German leaders signal after the US Secretary of State Mike Pompeo
had visited Berlin?

6. Did the increase in military spending meet the need of Germany security?

Summary

Nowadays there are three main directions of German foreign policy: relations
with the Russia, disputes over Nord Stream 2, as well as interaction with NATO
including increase of military spending. Thus, the main purpose of this report is to
determine the results of German foreign policy for the recent years.

First of all, the assassination on the Zelimkhan Khangoshvili, who had fought
against the Russian military during the Chechen conflict and attempted to help Georgia
fight off a Russian invasion in 2008. In 2015 he travaled to Germany and applied for

asylum. In August he was shot dead. The assassin was captured and later was revealed
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that this person has no known affiliations anywhere. The Russian government stated
that it has no information on the assassin. However, federal prosecutors tried to link
the killing to the Russian government, but Germany remains to be methodical and
doesn’t want to politicize the murder.

Secondly, in spite of President Trump numerous efforts to torpedo Nord Stream
2 German side has supported the project as a good business deal. It is interesting that
Angela Merkel herself sheltered the pipeline from the EU sanctions imposed on Russia
after the 2014 events. As a result, according to a senior adviser Sebastian Saas the
project will be finished “in the coming months™.

Thirdly, Donald Trump has multiply condemned NATO countries for their
relatively low military spending and even called Germany “a freeloader on the back of
the US military”. At this point a question arises as to whether Germany is able to
increase its defense budget. Germany’s Defense Minister Annegret Kramp-
Karrenbauer informed that Germany pledged to attain 2% GDP goal spent on military
needs. According to the 2019 data, Germany’s defense spending is estimated to be only
1,36% of GDP that puts it roughly in the middle of the pack. For this reason, increasing
military budget to 2% requires an increase of tens of billions of dollars in expenditures.
It will make Germany the third—largest defense spender in the world. However, as,
Kramp-Karrenbauer spoke in Munich the increase in spending was needed “not
because the American president — and not just the current one — demands that, but

because it is in our own security interest.”

Tasks
1. Fill in the gaps

Nord Stream 2, which is nearing completion, will allow Russia to (1) increase
the volumes of gas it exports directly to Germany. It (2) also allow Gazprom, the
Kremlin—controlled gas company, (3) bypass the Ukrainian pipeline network
completely, potentially depriving Kyiv of billions in gas transit fees. President Donald
Trump’s administration has fiercely criticised (4) project, saying it (5) weaken Ukraine
in its long—running confrontation with Russia. Mr. Trump has said that by increasing
Germany’s reliance (6) Russian gas it could turn Europe’s largest economy (7) a
“hostage” of Russia. In June the president said that (8) US was protecting Germany
from Russia “and Russia is getting billions and billions of dollars in money (9)
Germany” for its gas.
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2. Put the words in the right form
Words: arise, demand, require, speak, accord, condemn, increase, spend

Donald Trump has multiply (1) NATO countries for their relatively low military
spending and even called Germany ““a freeloader on the back of the US military”. At
this point a question (2) as to whether Germany is able (3) its defense budget.
Germany’s Defense Minister Annegret Kramp-Karrenbauer said Germany pledged to
attain 2% GDP goal (4) on military needs. (5) the 2019 data, Germany’s defense
spending is estimated to be only 1,36% of GDP that puts it roughly in the middle of
the pack. For this reason, increasing military budget to 2% (6) an increase of tens of
billions of dollars in expenditures. It will make Germany the third-largest defense
spender in the world. However, as , Kramp-Karrenbauer (7) in Munich the increase in
spending was needed “not because the American president — and not just the current
one — (8) that, but because it is in our own security interest.”
3. Match definitions with the words
Words:
e 1-To torpedo
o 2—Leader
e 3—Policy
e 4 Sanctions
e 5-GDP
e 6-Budget
e 7-Economy
e 8-government
Definitions:
e A— a course or principle of action adopted or proposed by an organization or
individual.
e B- an official order, such as the stopping of trade, that is taken against a country
in order to make it obey international law
e  C-to destroy or nullify altogether
e D-the total value of goods and services produced by a country in a year
e E-aperson in control of a group, country, or situation
e F-the system of trade and industry by which the wealth of a country is made and
used
e  G-the group of people who officially control a country

46


https://dictionary.cambridge.org/dictionary/english/official
https://dictionary.cambridge.org/dictionary/english/order
https://dictionary.cambridge.org/dictionary/english/stopping
https://dictionary.cambridge.org/dictionary/english/trade
https://dictionary.cambridge.org/dictionary/english/country
https://dictionary.cambridge.org/dictionary/english/order
https://dictionary.cambridge.org/dictionary/english/obey
https://dictionary.cambridge.org/dictionary/english/international
https://dictionary.cambridge.org/dictionary/english/law
https://dictionary.cambridge.org/dictionary/english/total
https://dictionary.cambridge.org/dictionary/english/value
https://dictionary.cambridge.org/dictionary/english/goods
https://dictionary.cambridge.org/dictionary/english/service
https://dictionary.cambridge.org/dictionary/english/produce
https://dictionary.cambridge.org/dictionary/english/country
https://dictionary.cambridge.org/dictionary/english/year
https://dictionary.cambridge.org/dictionary/english/person
https://dictionary.cambridge.org/dictionary/english/control
https://dictionary.cambridge.org/dictionary/english/group
https://dictionary.cambridge.org/dictionary/english/country
https://dictionary.cambridge.org/dictionary/english/situation
https://dictionary.cambridge.org/dictionary/english/system
https://dictionary.cambridge.org/dictionary/english/trade
https://dictionary.cambridge.org/dictionary/english/industry
https://dictionary.cambridge.org/dictionary/english/wealth
https://dictionary.cambridge.org/dictionary/english/country
https://dictionary.cambridge.org/dictionary/english/group
https://dictionary.cambridge.org/dictionary/english/people
https://dictionary.cambridge.org/dictionary/english/officially
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° H- a plan to show how much money a person or organization will earn and how
much they will need or be able to spend

4. Match the synonyms
e 1-leadership

e 2-sanction

e 3-overthrow

e 4-government

e bL-take partin

e 6-realtions

e /—country

e 8-oppose

e A-Regime

e B-Penalty

e C-Guidance
e D-Upheaval
e E—Resist

e [-State

e G-Bonds

e H-Participate

VOCABULARY
joint report — coBMeCTHBIH JOKIIa
reunification — BoccoerHeHue
bilateral relationship — aBycTopoHHHE OTHOIICHUS
overwhelming — momaBmnstonuit
punitive measures — kapareibHbIC MEPbI
counter—sanctions — KOHTp CaHKITUH
Nord Stream 2 — CeBepHblii TOTOK 2
Consortium — koHCOpIIUYM
Spokesman — npencraBuTeb
liquefied natural gas — c>xmkeHHBIN IPUPOIHBII ra3
to commemorate — noYTUTH aMATh
to single out — BeIIEINUTE, TOAYEPKHY T

pledge — obemanwue
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to extend beyond the whims — BeIxoauTh 3a paMKH MPUXOTEH
step down — yXoauTh B OTCTaBKY

to torpedo — cpwiBaTh

to shelter — 3ammmars

versatile — ruOkuit
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UNIT V
SWEDEN’S ACTIVITY IN THE UN AS PART OF SWEDEN’S
INVOLVEMENT IN GLOBAL GOVERNANCE SYSTEM

> Read, translate and compile summary or digest

The United Nations is a central arena for Sweden’s action to address global
challenges. Through the UN, Sweden contributes to conflict prevention, peace efforts,
rebuilding of conflict—affected states, and disarmament and non—proliferation. The UN
IS also an important channel for Sweden’s humanitarian work and our efforts to fight
poverty, promote sustainable development and combat climate change. Other priorities
for Sweden in the UN include strengthening international law and promoting human
rights and gender equality issues. The three pillars of the UN — peace and security,
development and human rights — are inextricably linked and mutually reinforcing. It is
Impossible to achieve success in one of these areas without also strengthening the
others.

The United Nations was founded in 1945 and Sweden became a member of the
organization the following year. Since then, active involvement in the UN has been a
natural part of Swedish foreign policy. Sweden is one of the largest donors to the UN,
and one of the few countries that meets the UN development assistance target of 0.7
per cent of GNI.

Peace support

Sweden's involvement in international peace support operations helps to
maintain peace and security, which is a requirement for fair and sustainable global
development. Peace support operations often take the form of coordinated operations,
with both military and civilian components. Since the 1960s, Sweden has participated
in a number of military peace operations and over the years a total of 80 000 Swedes
have served with the UN. Currently, Sweden is contributing to the UN peace operation
in Mali (United Nations Multidimensional Integrated Stabilisation Mission in Mali —
MINUSMA). Sweden is also working to develop the UN's peace support policy and
capacity, for instance by helping to improve troop generation for peace support
operations.
In recent years, civilian crisis management has become an increasingly important
element of international peace support operations. Sweden supports the UN's crisis
management operations by deploying qualified staff from Swedish government
agencies to different countries where the UN is conducting peace support operations,

such as Afghanistan (UNAMA), South Sudan (UNMISS), Liberia (UNMIL), and the
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Central African Republic (MINUSCA). Sweden also supports the UN's peace support
efforts by conducting research and developing methods and doctrines in the field.
Conflict prevention

Conflict prevention is a high—priority issue for both Sweden and the UN. Sweden
actively participates in the change processes aimed at strengthening the overall
capacity of the UN system to prevent armed conflicts, including through support to the
UN Mediation Support Unit. Moreover, Sweden works to give more women the
opportunity to participate in all aspects of mediation processes, peacebuilding and
reconstruction after conflict situations.

Peacebuilding

Sweden is actively working to ensure that peacebuilding is an integrated part of
all activities conducted by the UN. A Peacebuilding Commission, a Peacebuilding
Fund and a Peacebuilding Support Office were established in 2005 for the purpose of
improving efficiency and raising awareness about the importance of peacebuilding.
Their establishment reflects an emerging consensus on the need for a concerted
approach to meet the challenges facing a post—conflict country. The aim of the
Peacebuilding Commission's work is to bridge the gap between short—term peace
operations and long—term reconstruction in post—conflict countries, and in this way
contribute to sustainable peace.

Sweden is one of the largest donors to the Peacebuilding Fund and, in 2015,
Sweden was also chair of the Peacebuilding Commission's Organisational Committee.
Since 2012, Sweden has also chaired the Peacebuilding Commission's Country—
specific Configuration for Liberia, supporting the country in its reconstruction efforts.
Gender equality

One of Sweden's most important foreign policy priorities is to promote gender
equality and strengthen women's rights, representation and access to resources.
Women's economic and political influence must be strengthened both in countries at
peace and in conflict, or countries undergoing reconstruction. In 2000, the UN adopted
a special Security Council resolution — Resolution 1325 on women, peace and security.
Resolution 1325 and six subsequent resolutions aim to highlight how women are
affected by armed conflicts, strengthen protection for women in these contexts and
increase women's participation and influence in conflict prevention, crisis management
and peacebuilding. Sweden is a driving force in issues concerning Resolution 1325, in
bilateral relations, regional organisations and within the UN. Since 2006, Sweden has
had a national action plan for implementation of Resolution 1325. The most recent plan
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was adopted in 2016. Sweden is also one of the largest donors to UN Women and UN
Action Against Sexual Violence in Conflict.
Disarmament and non-proliferation

Within the framework of broader UN cooperation, a number of important
processes are under way in the areas of disarmament and non—proliferation. Mainly, it
Is a matter of following up and ensuring that existing international conventions are
upheld and implemented, but also, where necessary, negotiating new agreements. This
applies to weapons of mass destruction, where the Nuclear Non—Proliferation Treaty
(NPT), the Comprehensive Nuclear—Test—Ban Treaty (CTBT) and the conventions on
biological and chemical weapons are central, and conventional weapons, which are
regulated in part through the UN Arms Trade Treaty (ATT), the Ottawa Convention
(Mine Ban Treaty, MBT) and the Convention on Cluster Munitions.
International law

Sweden works to safeguard respect for international law, including international
humanitarian law, which, by means of the UN Charter, is an integral part of the UN's
structure and work. Respect for the principles of the UN Charter on peaceful solutions
to disputes and prohibitions on the use of violence is fundamental, as is respect for
territorial integrity and sovereignty. Sweden is proactive in the UN General Assembly,
the Security Council and in other parts of the UN system to ensure compliance with
the principles of international law.
Human rights

The aim of Swedish foreign policy is to contribute to making human rights
universal and so apply to everyone. Sweden places great importance on the UN's
human rights work, which is carried out, for example, via the UN Human Rights
Council. The Council is to promote universal respect for human rights, address
situations where they are violated and make recommendations to UN Member States.
Terrorism

Terrorism is one of the greatest threats to international peace and security of our
time. Combating terrorism requires greater cooperation across national borders and
across different policy areas. It must be undertaken with full respect for human rights
and the rule of law. Countering radicalisation to violent extremism and measures to
Increase state capacity are central parts of international efforts.

The UN's anti-terrorism work, based on the global strategy against terrorism, and
the Security Council's resolutions are the core of international efforts. Sweden works
to support and strength the UN's role, particularly with regard to preventive measures

against violent extremism and the promotion of human rights, with particular emphasis
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on children's rights. Sweden also actively participates in EU actions to combat
terrorism within and outside the EU.
Sweden and the UN in figures

Sweden is one of the major donors to the UN system. Our share of the budget
amounts to approximately one per cent. In addition, Sweden provides considerable
voluntary contributions every year to the UN's specialized agencies, development
cooperation and humanitarian operations.

Sweden emphasises the importance of the UN being governed and administered
in a functional and cost—effective way. By highlighting the need for increased
coordination between different parts of the UN system, Sweden wants the UN to
become better at using its resources and improve the quality of its activities. Decisions
on reallocations, the phase—out of obsolete activities and deadlines for programmes are
necessary for the UN to be able to put resources into emerging, priority issues within
existing budget frameworks. At the same time, Sweden advocates the view that the UN
should have sufficient resources to carry out the tasks assigned to it by its members.

In line with the reform agenda’s push for increased core support and flexible
financing, Sweden will remain one of the largest donors to the UN's Country—Based
Pooled Funds (CBPF) and the UN Central Emergency Response Fund (CERF).
Sweden also enters into multiyear agreements with CERF and other UN humanitarian
organisations. As one of the world's largest donors, Sweden shows that flexible
financing is a successful concept that results in a more effective response based on
people's needs, reduced administrative costs and greater scope for humanitarian
organisations to follow their mandates, with a better chance of making a difference in
a rapidly changing world.

» Questions

1) What international organization is the biggest priority for Sweden?

2) What are Sweden’s biggest achievements in the UN?

3) In which does Sweden support the UN peacekeeping operation?

4) Does Sweden support disarmament and non—proliferation?

5) What are the challenges of the humanitarian system?

6) What kind of solutions for conflicts on international arena does Sweden support?
7) What sphere particularly is Sweden involved in as a non—permanent member of the
UN Security Council?

8) What actions has Sweden taken to fight terrorism?

9) What instrument of peaceful influence is being used by Sweden?

10) What is the biggest Sweden’s sphere of investment?
52



UNIT VI
WHAT IS BREXIT? A SIMPLE GUIDE TO WHY IT MATTERS AND WHAT
HAPPENS NEXT

» Scan througth the articles and give the main idea

Britain has been haggling over the nation’s withdrawal from the European
Union, the process known as Brexit, since the referendum in 2016. The badly divided
government has been in crisis, unable to agree on an approach to perhaps the country’s
biggest peacetime decision in decades. The deadline to depart the bloc, just extended
by the European Union, is now Jan. 31.

The struggle has already cost one prime minister, Theresa May, her job. She
announced in late May that she would resign after failing to come up with a plan that
satisfied her party, her coalition partners and officials in Brussels, the seat of the
European Union.

The task then fell to her successor, Boris Johnson. The Conservative Party chose
Mr. Johnson, a brash proponent of withdrawal, to succeed Mrs. May and take control
of the Brexit process.

It has not gone well.

Many lawmakers were outraged over Mr. Johnson’s insistence that if need be,
he would pull Britain from the European Union even without a formal agreement — a
move many warn could mean major economic damage.

When he maneuvered to cut out the lawmakers by suspending Parliament weeks
before the deadline for withdrawal, Britain’s Supreme Court ruled that he had acted
unlawfully and that Parliament must be allowed to resume as normal.

In the end, Mr. Johnson got his agreement. On Oct. 17, the prime minister and
European Union negotiators announced that they had struck a draft deal, though it
needs to clear several hurdles, including final approval from the British Parliament and
European leaders.

What ultimately emerges could determine the shape of Britain and its place in
the world for decades. What follows is a basic guide to Brexit: what it is, how it
developed into the mess it is today, and how it may ultimately be resolved.

What is Brexit?

A portmanteau of the words “Britain” and “exit,” Brexit is shorthand for
Britain’s split from the European Union, changing its relationship to the bloc on trade,
security and migration.
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Britain has been debating the pros and cons of membership in a European
community of nations almost from the moment the idea was broached. It held its first
referendum on membership in what was then called the European Economic
Community in 1975, less than three years after it joined, when 67 percent of voters
supported staying in the bloc.

In 2013, Prime Minister David Cameron promised a national referendum on
European Union membership with the idea of settling the question once and for all.
The options it offered were broad and vague — Remain or Leave — and Mr. Cameron
was convinced that Remain would win handily.

Britons voted on June 23, 2016, as a refugee crisis made migration a subject of
political rage across Europe and amid accusations that the Leave campaign had relied
on lies and broken election laws. An ill-defined Brexit won 52 percent of the vote.

Not only did that not settle the debate, but it also saved for another day the
tangled question of what should come next. After more than three years of debate and
negotiation, that remains unanswered.

How did the referendum vote break down?

Most voters in England and Wales supported Brexit, particularly in rural areas
and smaller cities. That overcame majority support for remaining in the European
Union among voters in London, Scotland and Northern Ireland. See a detailed map of
the vote.

Young people overwhelmingly voted against leaving, while older voters
supported it.

Results by location

Remain Leave
Leave ‘
SCOTLAND  pomain
‘ 4 Cma
N. IRELAND :
o 53% AU
WALES ENGLAND 9370 AL

S,
%

VB8 N. Ireland

Why is it such a big deal?
Europe is Britain’s most important export market and its biggest source of
foreign investment, and membership in the bloc has helped London cement its position
as a global financial center.
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An announcement, or at least a threat, from a major business to leave Britain
because of Brexit is a regular occurrence. The list of companies that are thinking about
relocating includes Airbus, which employs 14,000 people and supports more than
100,000 other jobs.

The government has projected that in 15 years, the country’s economy will be 4
percent to 9 percent smaller under Brexit than it would inside the bloc, depending on
how it leaves.

Mrs. May had promised that Brexit would end free movement, the right of people
from elsewhere in Europe to live and work in Britain, and vice versa. That was a
triumph for some working—class people who see immigration as a threat to their jobs,
but dispiriting for young Britons hoping to study or work abroad.

What’s holding it up?

Undoing 46 years of economic integration in one stroke was never going to be
easy, and the Brexit process has been bedeviled by the same divisions that led to the
referendum in the first place. Both Britain’s main parties, the governing Conservatives
and the Labour opposition, have been divided over what to do, leaving Parliament
factionalized.

After the October announcement of Mr. Johnson’s draft deal, the Democratic
Unionist Party of Northern Ireland said it could not support the proposal because it
would economically cleave the region from the rest of the United Kingdom.

That could be a big problem for the Conservative Party, which has relied on
Democratic Unionist members to remain in power since it lost its majority in the 2017
election. Their support for a Brexit deal is thought to be crucial for Mr. Johnson to get
it through Parliament.

Britain’s opposition Labour Party has also slammed the proposed deal and said
it wanted to put the agreement to a public vote, giving Britons a chance to support
either leaving the European Union on Mr. Johnson’s terms or reversing Brexit
altogether. It was their strongest endorsement yet of a second referendum.

We keep hearing about the Irish border. What’s that about?

The single greatest hang—up is the question of Britain’s only land border with
the European Union — the invisible line between Ireland, another member state of the
bloc, and Northern Ireland, which is part of the United Kingdom.

Mrs. May and her Irish counterpart, Leo Varadkar, wanted to prevent
checkpoints from going up at the border; such barriers are generally seen as
incompatible with the Good Friday Agreement of 1998, which brought respite from

decades of violence in Northern Ireland.
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But the method she agreed for guaranteeing that — called “the backstop” —
alienated much of Parliament.

The backstop would keep the United Kingdom in a trading relationship with
Europe until a final deal to avoid a hard border could be agreed on, something that
hard-line Brexiteers fear would never happen.

And it would bind Northern Ireland to even more European rules, to the dismay
of those who reject any regulatory differences between Northern Ireland and the rest
of the United Kingdom. Most notably, that includes the Democratic Unionist Party of
Northern Ireland.

Mr. Johnson’s proposal would take Britain out of the European Union but leave
Northern Ireland effectively in the bloc’s customs union and single market.

Democratic Unionist Party lawmakers have long sought a veto on post-Brexit
trading rules, seeing that provision as the only way to ensure that Northern Ireland does
not diverge from the rest of the United Kingdom. Mr. Johnson’s draft agreement with
the European Union does not provide for one.

How did we end up with a Jan. 31 deadline?

Just about the only clear decision Parliament has made on Brexit since the 2016
referendum was to give formal notice in 2017 to quit, under Article 50 of the European
Union’s Lisbon Treaty, a legal process setting it on a two—year path to departure. That
set March 29, 2019, as the formal divorce date.

When it became clear that Parliament would not accept Mrs. May’s deal by then,
the European Union agreed to push the precipice back to April 12. But the new deadline
did not yield any more agreement in London, forcing Mrs. May to plead, again, for
more time. European leaders insisted on a longer delay this time, and set Oct. 31 as the
date.

Mr. Johnson took office in July, and vowed to take Britain out of the bloc by
Oct. 31, with or without a deal. But opposition lawmakers and rebels in his own party
seized control of the Brexit process, and moved to block a no-deal Brexit and the prime
minister’s efforts to hasten an exit.

That in turn forced Mr. Johnson to seek an extension, something he said he
would rather be “dead in a ditch” than do. European leaders agreed to extend the
deadline by three months, to Jan. 31, as Britain considers its options: some version of
Mr. Johnson’s deal, an election or a second referendum. On Tuesday, lawmakers voted
to hold a general election on Dec. 12.

The fantasy that Brexit would be easy had crumbled, and lawmakers who made

lofty promises to their constituents are having to face hard reality.
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What happens next?

To be ratified, the deal announced on Oct. 17 must be approved by European
Union leaders and by the British Parliament.

Brexit deals have not always fared well in Parliament. Mr. Johnson’s
predecessor, Mrs. May, also managed to strike a deal with Brussels, only to suffer three
thunderous defeats in Parliament.

What might happen this time is unclear, given the opposition to the deal from
the Democratic Unionist Party and from Labour. That party’s leader, Jeremy Corbyn,
called on members of Parliament to reject it, saying, “It seems the prime minister has
negotiated an even worse deal than Theresa May’s.”

Questions

What are the consequences of Britain leaving the European Union?
Is there a serious obstacle to the implementation of Brexit?

How were the votes distributed in the referendum?

What will happen to the country's economy, according to government forecasts, in
15 years’7

Why was Theresa May forced to resign as prime minister?

What is the meaning of Irish backstop?

What is needed for ratification of the agreement?

What is delaying Britain's withdrawal from the EU?

. Why is Brexit such a big deal?

10. What is the Labor Party plan?

M Py

© © N o u

Digest

The article is devoted to the UK's withdrawal from the European Union. The
purpose of it is to give a clear picture of Brexit at the moment. Britain has been debating
the pros and cons of membership in a European community of nations almost from the
moment the idea was broached. In 2013, Prime Minister David Cameron promised a
national referendum on European Union membership with the idea of settling the
question once and for all. Thus, a referendum in the UK was held on June 23, 2016.
Most voters in England and Wales supported Brexit, particularly in rural areas and
smaller cities. Young people overwhelmingly voted against leaving, while older voters
supported it. But, it should be mentioned that not only did that not settle the debate, but
it also saved the tangled question of what should come next. After more than three

years of debate and negotiation, that remains unanswered.
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Brexit can cause significant harm to a country's economy. Many large companies
want to leave the country. For example Airbus, which employs 14,000 people and
supports more than 100,000 other jobs. Besides, the government has projected that in
15 years, the country’s economy will be 4 percent to 9 percent smaller under Brexit
than it would inside the bloc, depending on how it leaves.

Great Britain has not been able to leave the EU for three years. The problem is
following the Brexit process has been bedeviled by the same divisions that led to the
referendum in the first place. Both Britain’s main parties, the governing Conservatives
and the Labour opposition, have been divided over what to do.

In conclusion, Britain has been haggling over the nation’s withdrawal from the
European Union since the referendum in 2016. The badly divided government has been
In crisis, unable to agree on an approach to perhaps the country’s biggest peacetime
decision in decades. To be ratified, the deal must be approved by European Union
leaders and by the British Parliament. But Brexit deals have not always fared well in
Parliament. What might happen this time is unclear, given the opposition to the deal
from the Democratic Unionist Party and from Labour.

Tasks

1. Write synonyms
1) withdrawal
2) handily

3) endorsement
4) coalition

5) incompatible
6) to alienate
7) rebel

8) to reverse
9) proponent
10) the approach
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2. |s the following statement true or false:

True\False

1) The 2016 referendum was able to
resolve the main dispute over UK
membership in the EU.

2) Most voters in Wales and England
supported the secession from the EU.

3) Young people voted for Brexit.

4) Many large companies are going to
leave the UK.

5) The Labor Party supports Brexit.

6) One of Brexit’s major issues is the
border between Northern Ireland and
Ireland.

7) The new term for the withdrawal of
Great Britain from the EU is January 31,
2020.

8) Mr. Johnson took office in July, and
vowed to take Britain out of the bloc only
with a deal.

9) To be ratified, the deal must be
approved only by European Union leaders.

10) Mr. Johnson’s predecessor, Mrs.
May only to suffer three thunderous defeats
in Parliament.

3. Insert a suitable word from the box

-

counterpart draft hang-up relationship single market
toreject bloc the backstop hard-line lawmakers

\_
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The single greatest 1. is the question of Britain’s only land border
with the European Union — the invisible line between Ireland, another member state
of the 2. , and Northern Ireland, which is part of the United Kingdom.

Mrs. May and her Irish 3. , Leo Varadkar, wanted to prevent
checkpoints from going up at the border; such barriers are generally seen as
incompatible with the Good Friday Agreement of 1998, which brought respite from
decades of violence in Northern Ireland.

But the method she agreed for guaranteeing that — called “the backstop” —
alienated much of Parliament.

4, would keep the United Kingdom in a trading 5. with
Europe until a final deal to avoid a hard border could be agreed on, something that 6.
Brexiteers fear would never happen.

And it would bind Northern Ireland to even more European rules, to the dismay
of those who 7. any regulatory differences between Northern Ireland
and the rest of the United Kingdom. Most notably, that includes the Democratic
Unionist Party of Northern Ireland.

Mr. Johnson’s proposal would take Britain out of the European Union but leave
Northern Ireland effectively in the bloc’s customs union and 8. :

Democratic Unionist Party 9. have long sought a veto on post—
Brexit trading rules, seeing that provision as the only way to ensure that Northern
Ireland does not diverge from the rest of the United Kingdom. Mr. Johnson’s

10. agreement with the European Union does not provide for one.
4, Explain the word
1) Brexit

2) Lawmakers
3) Referendum
4) Predecessor
5) Migration

5. Find mistakes in this text

Britain haggling over the nation’s withdrawal from the European Union, the
process known as Brexit, since the referendum in 2016. The badly divided government
has been in crisis, unable to agree on an approach to perhaps the country’s biggest
peacetime decision in decades. The deadline to depart the bloc, just extended the
European Union, is now Jan. 31.
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The struggle has already cost one prime minister, Theresa May, her job. She
announced in late May that she will resign after failing to come up with a plan that
satisfy her party, her coalition partners and officials in Brussels, the seat of the
European Union.

The task then fell to her successor, Boris Johnson. The Conservative Party chose
Mr. Johnson, a brash proponent of withdrawal, to succeed Mrs. May and took control
of the Brexit process.

6. Crossword

2 3
1
6
5
8

7

10 4
9
Down:

2. The process of discussing something with someone in order to reach an agreement
with them, or the discussions themselves.

3. An unstable or crucial time or state of affairs in which a decisive change is
impending.

6. A person who is opposed to the political system in their country and tries to change
it using force.
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8. A person who has been forced to leave their country in order to escape war,
persecution, or natural disaster.

10. The Party is a centre-left political party in the United Kingdom that has been
described as an alliance of social democrats, democratic socialists and trade unionists.
The main opposition to the Conservative Party.

ACross:

1. Send (goods or services) to another country for sale.

4. A vote in which all the people in a country or an area are asked to give their opinion
about or decide an important political or social question.

5. A time or day by which something must be done.

7. The highest legislature, consisting of the Sovereign, the House of Lords, and the
House of Commons.

9. A decision or arrangement, often formal and written, between two or more groups
or people.

» Translate into English

[Tocne pedepenayma B 2016 romy BenukoOpuTaHusl CIIOPUT M3—3a BBIXOJA
crpansl u3 EBpomneiickoro Coro3a, mporecca, u3BecTHoro kak Brexit. Ilmoxo
pa3/ieICHHOE MPABUTEIHCTBO HAXOIUTCS B KPU3KCE, OHO HECITOCOOHO JJOTOBOPUTHCS O
MOJIXOAE K, BO3MOXHO, CAMOMY KPYITHOMY PEHICHHUIO CTPaHbl B MUPHOE BpeMs 3a
nocienuue necarunetus. Kpaiinuii cpok BeIxoaa u3 0J0Ka, TOJBKO UYTO MPOJICHHBIN
EBponeiickum CorozoM, Teneps 31 stHBapsi.

bopr6a yxxe obonuiack ogHOMY MpeMbep-MUHUCTPY Tepe3e Mbii ee padote. B
KOHIIE Masi OHa OOBSBWJIA, UYTO YHJET B OTCTAaBKy IOCJE TOrO, KaK HE CMOXET
pa3paboTarh TUIaH, KOTOPBIM YAOBJIETBOpWII Obl €€ MapTUI0, €€ MapTHEPOB IO
KOQJIMIIMKM U YNHOBHUKOB B bproccene, riae Haxonures mrabd-kBaptupa EBponelickoro
CO103a.

3agada Toraa BhIAJIa Ha ee npeeMHuKa, bopuca /[>xoHcona. KoHcepBaTuBHast
napTus BeiOpasa r-ua J[>koHcoHa, Iep3Koro CTOPOHHHKA yX0/a, YTOObI CMEHUTH T-XKYy
Mbii 1 B34Th IO KOHTPOJIb TIporiecc Brexit.

Ho Bce monuio He CIMmKoOM XOpouIo.

MHorue 3aKoHo1aTeNd ObUTH BO3MYIIIEHBI TEM, YTO I'-H J[XKOHCOH HacTauBas Ha
TOM, YTO B ClIyuyae HE0OXOJAMMOCTH OH BhIBeJieT BennkoOpuTtanuio n3 EBponelickoro
coroza naxe 0e3 o(HUIHMaIBHOTO COTJANICHUS — OJTOT Iar, 0 KOTOPOM MHOTHE

MPEAYNPEXKIAIOT, MOKET MPUBECTH K 3HAYUTEITHHOMY SKOHOMHUYECKOMY YIIEpOy.
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Korma oH mombITancss HMCKIOYUTH 3aKOHOJAATENEeH, MPUOCTAHOBUB pabOTy
napJiaMeHTa 32 HECKOJIbKO HEJIeNb 10 KpallHero cpoka Juisi OT3biBa, BepxoBHBIM cya
BenukoOpuTaHuu MOCTAaHOBWJI, YTO OH JACHCTBOBA] HE3aKOHHO W 4YTO MapJIaMEHTY
CJIeIyeT pa3pelnTh BO30OHOBUTH CBOIO JEATEILHOCTh B OOBIYHOM PEKUME.

B urore mucrep J[>KOHCOH TOJIydus cBoe corjiacue. 17 OKTAOpsi mpembep-
MHUHHUCTP M YYaCTHHUKH TEperoBopoB B EBpomnelickoM coro3e OOBSBUIM, UYTO OHU
3aKIJIFOUMIIN IPOEKT COTIIAIICHHUS, XOTS AJISl 3TOTO0 HEOOXOAMMO MPEOI0JIETh HECKOIBKO
NPEMnsSTCTBUN, BKIIOYas OKOHYATEIbHOE OJ00peHHE OpUTAHCKOrO NapilaMeHTa u

€BPOINEHCKUX JIUJIEPOB.

VOCABULARY
to haggle — TroproBartbcs
to struck a draft deal — 3akmroUnTE YepHOBYIO CHIENKY
a portmanteau — caoBociausiHuE
the pros and cons — rIFOCHI ¥ MUHYCBI
the tangled question —3amyTanHbI# Bompoc
overwhelmingly — momaBmsroree 6OIBITUHCTBO
vice versa — Hao0opoT
Good Friday Agreement of 1998 — Bendacrckoe cornamenue
the backstop — sTo pexxum momuepxku npedbiBanus CeBepHoit Mpianauu B cocraBe
Tamoxxennoro coro3a EC u eIMHOrO €BpONEWCKOro phIHKA MMOCIE HACTYILUICHHS
nepexoaHoro nepuoja Brexit.
diverge from the rest — OTKJIOHUTBCS OT OCTAIBHBIX
Avrticle 50 of the European Union’s Lisbon Treaty — npaBo rocyaapcts — 4JeHOB
EBponeiickoro coroza (EC) BwliiTM M3 coro3a B COOTBETCTBUU € [loroBopoM o
EBpomnetickom corose (ctaths 50)
to yield —mpuBectu
to suffer thunderous defeat — moTepneTs rpoMoOBOE MOpaXkeHUE
O reverse — oTMeHATh, aHHYJIUPOBATh
to bedevil — myuats, Tep3aTh
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UNIT VII
THE OSLO ACCORDS: THEIR CONTEXT, THEIR CONSEQUENCES

» Read, translate and retell

In September 1993, President Clinton presided over a handshake between Israeli
prime minister Yitzhak Rabin and PLO chairman Yasser Arafat on the White House
lawn — capping off a “day of awe,” as the press described it with reverence. The
occasion was the announcement of the Declaration of Principles (DOP) for political
settlement of the Israel-Palestine conflict, which resulted from secret meetings in Oslo
sponsored by the Norwegian government.

Independent negotiations had been underway between Israel and the Palestinians
since November 1991, initiated by the United States during the glow of success after
the first Iraq war, which established that “what we say goes,” in the triumphant words
of President George H. W. Bush. The negotiations opened with a brief conference in
Madrid and continued under the guiding hand of the United States (and technically, the
fading Soviet Union, to provide the illusion of international auspices). The Palestinian
delegation, consisting of Palestinians within the Occupied Territories (henceforth the
“internal Palestinians™), was led by the dedicated and incorruptible left nationalist
Haidar Abdul Shafi, probably the most respected figure in Palestine. The “external
Palestinians” — the PLO, based in Tunis and headed by Yasser Arafat — were
excluded, though they had an unofficial observer, Faisal Husseini. The huge number
of Palestinian refugees were totally excluded, with no regard for their rights, even those
accorded them by the UN General Assembly.

To appreciate the nature and significance of the Oslo Accords and the
consequences that flowed from them, it is important to understand the background and
the context in which the Madrid and Oslo negotiations took place. | will begin by
reviewing highlights of the immediate background that set the context for the
negotiations, then turn to the DOP and the consequences of the Oslo process, which
extend to the present, and finally add a few words on lessons that should be learned.

The PLO, Israel, and the United States had recently released formal positions on
the basic issues that were the topic of the Madrid and Oslo negotiations. The PLO
position was presented in a November 1988 declaration of the Palestinian National
Council, carrying forward a long series of diplomatic initiatives that had been
dismissed. It called for a Palestinian state to be established in the territories occupied
by Israel since 1967 and requested the UN Security Council “to formulate and

guarantee arrangements for security and peace between all the states concerned in the
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region, including the Palestinian state” alongside Israel. The PNC declaration, which
accepted the overwhelming international consensus on a diplomatic settlement, was
virtually the same as the two-state resolution brought to the Security Council in
January 1976 by the Arab “confrontation states” (Egypt, Syria, and Jordan). It was
vetoed by the United States then, and again in 1980. For forty years the United States
has blocked the international consensus, and it still does, diplomatic pleasantries aside.

By 1988, Washington’s rejectionist stance was becoming difficult to sustain. By
December, the outgoing Reagan administration had become an international
laughingstock with its increasingly desperate efforts to pretend that, alone in the world,
it could not hear the accommodating proposals of the PLO and the Arab states.
Grudgingly, Washington decided to “declare victory,” claiming that at last the PLO
had been compelled to utter Secretary of State George Shultz’s “magic words” and
express its willingness to pursue diplomacy. As Shultz makes clear in his memoirs, the
goal was to ensure maximum humiliation of the PLO while admitting that peace offers
could no longer be denied. He informed President Reagan that Arafat was saying in
one place “‘Unc, unc, unc,” and in another he was saying, ‘cle, cle, cle,” but nowhere

299

will he yet bring himself to say ‘Uncle,”” conceding total capitulation in the humble
style expected of the lower orders. Low-level discussions with the PLO would
therefore be allowed, but on the understanding that they would be meaningless:
specifically, it was stipulated that the PLO must abandon its request for an international
conference, so that the United States would maintain control.

In May 1989, Israel’s Likud-Labor coalition government formally responded to
Palestinian acceptance of a two-state settlement, declaring that there could be no
“additional Palestinian state” between Jordan and Israel (Jordan already being a
Palestinian state by Israeli dictate, whatever Jordanians and Palestinians might think),
and that “there will be no change in the status of Judea, Samaria and Gaza [the West
Bank and Gaza] other than in accordance with the basic guidelines of the [Israeli]
Government.” Furthermore, Israel would conduct no negotiations with the PLO,
though it would permit “free elections” under Israeli military rule, with much of the
Palestinian leadership in prison without charge or expelled from Palestine.

In the plan proposed by Secretary of State James A. Baker, the new Bush
administration endorsed this proposal without qualifications in December 1989. Those
were the three formal positions on the eve of the Madrid negotiations, with Washington
mediating as the “honest broker.”

When Arafat went to Washington to take part in the “day of awe” in September

1993, the lead story in the New York Times celebrated the handshake as a “dramatic
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image” that “will transform Mr. Arafat into a statesman and peacemaker” who finally
renounced violence under Washington’s tutelage. At the extreme critical end of the
mainstream, New York Times columnist Anthony Lewis wrote that until that moment
Palestinians had always “rejected compromise” but now at last they were willing to
“make peace possible.” Of course, it was the United States and Israel that had rejected
diplomacy and the PLO that had been offering compromise for years, but Lewis’s
reversal of the facts was quite normal and unchallenged in the mainstream.

There were other crucial developments in the immediate pre—Madrid/pre Oslo
years. In December 1987, the Intifada erupted in Gaza and quickly spread throughout
the Occupied Territories. This broad—based and remarkably restrained uprising was as
much of a surprise to the PLO in Tunis as it was to the occupying Israeli forces with
their extensive system of military and paramilitary forces, surveillance, and
collaborators. The Intifada was not limited to opposing the occupation. It was also a
social revolution within Palestinian society, breaking patterns of subordination of
women, authority by notables, and other forms of hierarchy and domination.

A look at the actual contents of the Oslo Accords reveals that such reactions were,
if anything, overly optimistic.

The Declaration of Principles was quite explicit about satisfying Israel’s demands,
but was silent on Palestinian national rights. It conformed to the conception articulated
by Dennis Ross, President Clinton’s main Middle East adviser and negotiator at Camp
David in 2000 and later a key adviser for Obama as well. As Ross explained, Israel has
needs, but Palestinians have only wants — obviously of lesser significance.

In brief, only by succumbing to what is sometimes called “intentional ignorance”
could one believe that the Oslo process was a path to peace. Nevertheless, this belief
became virtual dogma among Western commentators and intellectuals.

The Oslo Accords were followed by additional Israel-Arafat/PLO agreements.
The first and most important of these was Oslo Il, in 1995, shortly before Prime
Minister Rabin was assassinated, a tragic event even if the illusions concocted about
“Rabin the peace—maker” cannot sustain analysis.

So matters have continued, to the present.

As noted, it is understandable that Arafat would leap at the opportunity to undercut
the internal Palestinian leadership and to try to reassert his waning power in the
territories. But what exactly did the Norwegian negotiators think they were
accomplishing? The only serious scholarly study of the matter, to my knowledge, is
the work of Hilde Henriksen Waage, who had been commissioned by the Norwegian

Ministry of Foreign Affairs to research the topic and was granted access to internal
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files, only to make the remarkable discovery that the documentary record for the crucial
period is missing.

The facilitative process masks that reality. In the end, the results that can be
achieved by a weak third—party facilitator are no more than the strong party will
allow.... The question to be asked is whether such a model can ever be appropriate.”

A good question, worth pondering, particularly as educated Western opinion now
adopts the ludicrous assumption that meaningful Israel-Palestine negotiations can be
seriously conducted under the auspices of the United States as an “honest broker”—in
reality a partner of Israel for forty years in blocking a diplomatic settlement that has
near—universal support.

> Questions

1.  Who was involved in Independent negotiations?

2. What were President George H. W. Bush’s words?

3.  What countries had released formal positions on the basic issues of the Madrid and
Oslo negotiations?

4. When did Israel’s Likud—Labor coalition government respond about no additional
Palestinian state between Jordan and Israel?

5. What happened in December 19877

6. How did the judge explain his decision about giving a seven—month suspended
sentence to Shimon Yifrah?

7.  What was the Israel’s position at the Madrid conference?

8. What was the aim of the Rabin government?

9. What was the first and the most important of the Oslo Accords?

10. What did Hilde Henriksen Waage think about the Oslo Accords?

Keywords: Oslo Accords, Oslo I, Israel-Palestine conflict, Declaration of Principles,

Bill Clinton, Yitzhak Rabin, Yasser Arafat, political settlement, Norway, Peace
treaties, Occupied territories, Self determination, Peace negotiations, Armed conflict.
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SUMMARY

The main aim of the article is to analyze the process of Oslo Accords that started
in September 1993, by United States President Bill Clinton presided a handshake
between Israeli Prime Minister Yitzhak Rabin and Palestine Liberation Organization
Chairman Yasser Arafat on the White House lawn-capping off a “day of awe,” as the
press described it with reverence. Its describes the occasion that was the announcement
of the Declaration of Principles (DOP) for political settlement of the Israel-Palestine
conflict, which resulted from secret meetings in Oslo sponsored by the Norwegian
government. This chapter examines the nature and significance of the Oslo Accords,
and the consequences that flowed from them. It begins by reviewing highlights of the
immediate background that set the context for the negotiations. It then turns to the DOP
and the consequences of the Oslo process, which extends to the present, adding a few
words on lessons that should be learned. the outset of the Oslo process.

Tasks

I. Choose the right answer

1. What does the acronym PLO stand for?
a) Palestine Liberty Organization b) Palestine Liberation Order c) Palestine
Liberation Organization d) Palestine Liberties and Obligations

2. By which country was vetoed the resolution brought to the Security Council in
January 19767
a) the United States b) France c) Russian Federation d) China

3. After the Palestinian acceptance of a two—state settlement in 1989, Israel’s
coalition government responded that:
a) There could be no additional Palestinian state between Jordan and Israel b) There
could be changes in the status of Judea and Samaria, but not in Gaza c) There could
not be changes in the status of Judea or Samaria, but Gaza was open to negotiation

d) The two-state settlement was a thoroughly reasonable solution to the problem

Right

4. Arafat’s participation in “the Day of awe” in Washington 1993 left a “dramatic
image” for history, that produced:
a) change in the way westerners viewed the Arab leader b) Skepticism in the vast
majority of the population c) The end of diplomatic relationships between the
USA and Palestine d) The end of violence Right answer

5. According to Noam Chomsky, the timing of the Intifada was:
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a) Untimely b) Exactly the one that the United States had predicted c¢)  Extremely
effective d) surprise

6. The schoolgirl’s murder by Shimon Yifrah resulted in:

a) diplomatic crisis b) The acquiescence of the masses ¢) The liberation of
Yifrah, and no media attention d) The liberation of Yifrah, and massive media
attention

7. According to Danny Rubinstein, at Madrid, the US and Israel agreed:

a) diplomatic crisis b) The acquiescence of the masses ¢) The liberation of
Yifrah, and no media attention d) The liberation of Yifrah, and massive media
attention

8. Arafat:

a) Never sought the reestablishment of the PLO authority b) Tried to reestablish PLO
authority under the circumstances brought by the Intifada c) Did nothing after the PLO
tried to exert control and failed, during the Intifada d) Decided that the PLO was not
the best asset given the situation, although he sympathized with them

9. The Oslo Accords:

a) Gave the Palestinians hope b) Produced a general feeling of doom and gloom
among Palestinians ¢) The liberation of Yifrah, and no media attention d) The
liberation of Yifrah, and massive media attention

10. Settlers in the Ocuppied Territories would, according to the Oslo II
agreement:

a) Be expelled immediately by the military forces b) Remain under US
jurisdiction ¢) Remain under Israeli jurisdiction d) Remain under UN jurisdiction

11. Although the Oslo Accords were a turning point in the Palestine—Israel
conflict, it:

a) resulted in twice as many Israeli settlers in Palestine, the parcelling of the West
Bank, and the building of a wall b) Resulted in the utter dissolution of Palestine,
and the end of it being acknowledged by any other country c) Made the conflict
more symmetrical d) Was quickly reverted by the United States

I1. Translate into English

Manpuickue mneperoBopsl Mexay M3paunem U BHYTPEHHUMH MaJeCTHHIIAMU
MPOAOIKAIUCE Oe3pe3yabTaTHO ¢ 1991 roma, mpexiae Bcero moromy, uyto A0y
[Ilajdu HacTramBaym Ha TPEKpaAINICHUU PACHIUPECHHS H3PAWIBCKUX ToceleHuid. Bce
mocesieHns  ObUITM  HE3aKOHHBIMHU,  4YTO  HEOJHOKPATHO  OMPEIesioch

MEXKIyHApOAHBIMHU BiacTsiMu, B ToM uuciie CoBetom beszomacnoctu OOH (cpeamn
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npyrux pesomouuit B pesomonuu Cb OOH 446, npunstoi 12-0, mpu 3TOM
Boznepxkanuck Coenunennble llltate, Coequnennoe KoponesctBo u Hopserus).
HeszakoHHOCTh yperynupoBaHusi Oblla TO3KE€ MOATBEPKACHA MeEXITyHapOIHBIM
Cynom. 1o ObLIO Takke MPU3HAHO BBHICHIMMU IOpUIUYECKUMU opraHamu M3pauns u
MPaBUTEIHLCTBEHHBIMA YUHOBHUKAMHU B KOHIIE 1967 roga, Korjia HAUMHAIUCh TPOCKTHI
o co3naHuio moceneHuit. [IpectymHoe mpennpusTie BKIIOYAIO B ce0s oOmupHOE
pacmmpenne u aHHekcuio bosbmoro Mepycannma, 9to SBHBIM 00pa3oM HapyIIayio
HEOAHOKpaTHbIe puka3bl CoBera be3omacHocTH.

[Tosumuss M3pauns Ha OTKpbITUM Manapuackoir KoHdepeHIuu ObLla TOYHO
U3JI0’KEHA U3PAUIILCKUM KypHanucToMm [[pHHu PyOuHmTeitHoM, 0HUM U3 Hauboliee
MH(QOPMHUPOBAHHBIX AHAIUTHUKOB MO TeMe «OKKyNUpOBaHHBIE Tepputropumn». OH
nican, uto B Maapuae, M3pauns u Coennnennsie LTaTel coryiacsaTcs Ha HEKOTOPYIO
dbopMy TMaNeCTUHCKOM «aBTOHOMHH», Kak Toro TpeOytor Komm-JpBuackue
cornamenust 1978 rona, Ho 3To OyJIeT «aBTOHOMMSI, KaK B Jlarepe JJisl BOCHHOIJICHHBIX,
IJI€ 3aKJIIOUYCHHBIC SIBISIIOTCA «CaMOCTOSITENIbHBIM» TOTOBUTH €1y 0e3 TNoMeX H
OpraHU30BbIBATh KYJIbTYpHBIE Meponpuatus». [lanectuniiam OylieT nmpeaocTaBiIeHO
HEMHOTO OOJIbIIIE, YeM Yy HUX YK€ ObUIO — KOHTPOJIb HaJ MECTHBIMHU CIY>KOaMu — U

M3PanJIbCKHUE MPOTPaMMBbI IOCEJIEHUN Oy Ty T MPOAOTKEHBI.

I11. Matching the word combinations

1) rejectionist stance

2) diplomatic pleasantries

3) special inducements

4) to sought a way

5) to resign

6) the growing estrangement

7) in explicit violation

8) be subjected to harsh repressions

9) provisional list

a) C SIBHBIM HapyUICHUEM

b) moaBeprarbes pernpeccusim

C) IUIUIOMATHYECKHE JIFOOC3HOCTH
d) ckyiHBIE BOJIHBIE pECYPCHI

€) 0CBOOOXKICHHE IO/ 3aJIOT

f) 3ameprxanue mox cTpakei

g) 3aHUMAaTh HETATUBHYIO TIO3UITUIO
h) oco6sie moOyxaeHus

1) pactyliee OTYyKJIeHUE
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10) scarce water J) CTpEMHTBCS HAWTH pElIeHHe

11) a warrant detention K) 0OBsIBIIEHO O BBIBOJIC BOMCK
12) released on bail |) BHUMaTEIBHOE HAOIIOICHHE
13) to keep a close watch on M) yHTH B OTCTaBKY

14) was pledged to withdraw N) mpeaBapUTEIHHBIN TIEPEUCHD

V. Find the synonyms for the words from the left column

a) handshake 1. agreement

b) government 2. invasion

c) settlement 3. a question, problem
d) withdrawal 4. to accept

e) an issue 5. establishment

) proposal 6. accord

g) goal 7. administration

h) compromise 8. recommendation

1) occupation 9. the aim

j) to admit 10. retirement

V. Find the antonyms for the words from the left column

a) independent 1. insignificant

b) to appreciate 2. disadvantage
c) virtually 3. slowly

d) formal 4. to decrease

e) to broke out 5. freedom

f) the limit 6. to create

g) to expand 7. unofficial

h) rapidly 8. absolutely

1) the authority 9. to disregard the
J) meaningful 10. common
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V1. Complete the sentences using prepositions from the box

by within of in(2)
throughout

There were other crucial developments 1) ... the immediate pre-Madrid/pre Oslo
years. 2) ... December 1987, the Intifada erupted in Gaza and quickly spread 3) ...the
Occupied Territories. This broad-based and remarkably restrained uprising was as
much of a surprise to the PLO in Tunis as it was to the occupying Israeli forces with
their extensive system 4) ... military and paramilitary forces, surveillance, and
collaborators. The Intifada was not limited to opposing the occupation. It was also a
social revolution 5) ... Palestinian society, breaking patterns of subordination of
women, authority 6) ... notables, and other forms of hierarchy and domination.

V1. Complete the sentences using words from the box

lavishly outbreak took over

substantial

To take just one of the many cases that 1)... no notice or concern in the West:
shortly before the 2)... of the Intifada, a Palestinian girl, Intissar al Atar, was shot and
killed in a school yard in Gaza by a resident of a nearby Jewish 3)... . He was one of
the several thousand Israelis who settled in Gaza with 4)... state subsidies, protected by
a huge army presence as they 5)... much of the land and the scarce water of the Strip
while living “6)... in twenty—two settlements in the midst of 1.4 million destitute
Palestinians,” as the crime is described by Israeli scholar Avi Raz.

V1Il. Connect the Russian translation with the original
In September 1993, President Clinton presided over a handshake between Israeli
prime minister Yitzhak Rabin and PLO chairman Yasser Arafat on the White House
lawn-capping off a “day of awe,” as the press described it with reverence. The occasion
was the announcement of the Declaration of Principles (DOP) for political settlement
of the Israel-Palestine conflict, which resulted from secret meetings in Oslo sponsored
by the Norwegian government.
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The murderer of the schoolgirl, Shimon Yifrah, was arrested, but quickly
released on bail when the court determined that “the offense is not severe enough” to
warrant detention. The judge commented that Yifrah only intended to shock the girl by
firing his gun at her in a school yard, not to kill her, so “this is not a case of a criminal
person who has to be punished, deterred, and taught a lesson by imprisoning him.”
Yifrah was given a seven-month suspended sentence while settlers in the courtroom
broke out in song and dance. And the usual silence reigned. After all, it was routine.

The Madrid negotiations between Israel and internal Palestinians continued
inconclusively from 1991, primarily because Abdul Shafi insisted on an end to the
expansion of Israeli settlements. The settlements were all illegal, as had repeatedly
been determined by international authorities, including the UN Security Council
(among other resolutions, in UNSC 446, passed 12-0, with the United States, the
United Kingdom, and Norway abstaining). The illegality of the settlements was later
affirmed by the International Court of Justice. It had also been recognized by Israel’s
highest legal authorities and government officials in late 1967 when the settlement
projects were beginning. The criminal enterprise included the vast expansion and
annexation of Greater Jerusalem, in explicit violation of repeated Security Council
orders.

The Intifada was initiated and carried out by the internal Palestinians. The PLO,
in Tunis, tried to exert some control over the events but with little success. The
programs of the early 1990s while negotiations were in process deepened the alienation
of the internal Palestinians from the PLO leadership abroad.

The Declaration of Principles was quite explicit about satisfying Israel’s
demands, but was silent on Palestinian national rights. It conformed to the conception
articulated by Dennis Ross, President Clinton’s main Middle East adviser and
negotiator at Camp David in 2000 and later a key adviser for Obama as well. As Ross
explained, Israel has needs, but Palestinians have only wants — obviously of lesser
significance.

A. Manpunckue neperoBopsl Mexay M3pauneM n BHyTpEHHHMH NajJe€CTHHLIAMHA
npoAonKanuck O0e3pesynbratHo ¢ 1991 roama, mpexnae Bcero moromy, uto AOmyn
[Majdu HacramBasl Ha MPEKpPAUICHUU PACHIMPEHMS] H3PAWIbCKUX TMocesneHuidl. Bce
IIOCEJICHUA ObLIN HC3aKOHHBIMU, qTo HCOJHOKPATHO OIIpCACIIAIOCH
MEXIYHApOAHBIMU BiacTsMu, B ToM unciie CoBerom beszonmacHoctu OOH (cpeau
npyrux pezomonuid B pesomtounn Cb OOH 446, npunsaroin 12-0, npu sTom
Bozaepxkanuch Coenunennsie Iltatel, Coenunnennoe KoponeBctBo u Hopserus).

HesakonHocTh yperynupoBaHus Oblla TO3KE TMOATBEpKIeHa MexTyHapO IHBIM
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Cynom. 310 ObLIO TaKkKe MPU3HAHO BBHICUIMMU IOPUIUYECKUMU opranamu 3pauns u
PaBUTEIHCTBEHHBIMU YHHOBHUKAMHU B KOHIIE 1967 roaa, Koraa HaYMHAJIMCh TPOEKTHI
no co3faHuio noceneHuil. [IpectynHoe npennpusitie BKIIOYano B ceOs oOLIMpHOE
pacupenue u aHHekcuto bonbmioro Mepycanuma, uto siBHBIM 00pa3oM HapylIaio
HEOJHOKpaTHble npuka3bl CoBera bezonacHocTH.

B. B Jleknapauuu NpuUHIMIIOB COBEPIICHHO Y€TKO TOBOPUTCS 00 yIOBICTBOPCHHUH
TpeOoBanuii WM3pawis, HO HHUYEr0 HE TOBOPUTCA O HAIMOHAIBHBIX MpaBax
NaJeCTUHIIEB. DTO COOTBETCTBOBAJIO KOHIEHIUHU, chopmylupoBaHHOU J[eHHHUCOM
Poccom, rmaBHbIM coBeTHHKOM Tpe3ujeHTa Kiuntona nmo bmmxnemy BocToky u
neperoopuiukoM B Komm-JIaBune B 2000 roay, a 3aTeéM W KIFOYEBBIM COBETHHUKOM
Oo6awmsl. Kak o0bsicaun Pocc, y M3panns ecte MOTpeOHOCTH, a Y MaJECTUHIEB €CTh
TOJIBKO JKEJIaHUS — OYEBUTHO, UMEIOIINE MEHBIIIEE 3HAUCHHE.

C. B cenrabpe 1993 roma mnpesument KimHTOH mpeacemarenbCcTBOBAI Ha
PYKOTIOXKAaTUH MEXKIy H3PaWIbCKUM TpeMbep-MHHHCTpoM HWixakom PabuHOM 1
npeacenarenaem OOII Scupom ApadaTom Ha yxkaiike bernoro qoma — 3aBepiias «JIeHb
0J1aroroBeHUs», Kak ero ONuchIBaIN B ipecce ¢ OaroroBeHrueM. I10Bo1oM mocity:kuso
oOwsBienue Jlexnapanuu npuHiunoB (DOP) mis monuTtudeckoro yperyiupoBaHUs
M3PanJIbCKO-TIAJIECTUHCKOTO KOH(IIMKTa, KOTOpasi COCTOSUIach B PE3yJIbTaTe TalHBIX
BcTped B Ociio, OpraHn30BaHHBIX MpaBUTEILCTBOM HopBeruu.

D. Hutudana Oblia MTHUIUMUPOBAHA U MPOBEJACHA BHYTPEHHUMHU NaJECTUHIAMHU.
OOII B Tynwuce mbITaiach KOHTPOJMPOBATh COOBITHs, HO 0e3 ocoboro ycmexa.
[Iporpammel Hawana 90-x ro/i0B, B TO BpeMsl, KOTJa IUIM MEPETrOBOPHI, YIITyOUIH
OTUY>KJICHHE BHYTPEHHUX MajiecTUHIEB OT pykoBoacTBa OOII 3a pybekom.

E. VYowuitna wkonsuuusl [lumon Wdpa Obut apecToBaH, HO €ro ObICTPO OCBOOOINUIN
OJ1 3aJI0T, KOT/1a CYJl YCTaHOBUJI, YTO «IPECTYIVIEHHE HEJOCTATOYHO TAKKOE», YTOOBI
onpanath 3aaepxkanue. Cynbsi TPOKOMMEHTHPOBa, 4To Mdppa HamepeBaics TOJIbKO
IIOKUPOBATh JEBYIIKY, CTPEJIsAs B HEE U3 MUCTOJETa BO JIBOPE LIKOJIbI, a HE YOUBAThH
ee, T0ITOMY «3TO HE CITydail MPeCcTyMHUKA, KOTOPBIN JOHKEH ObITh HaAKa3aH, 3aepKaH
U TPEMNoJaH ypOoK, 3aKII0YaloNuid €ro B TIOpeMy». Mdpe ObUT mpuUroBOpeH K ceMu
MecsIlaM YCIIOBHOTO 3aKJIFOUCHHMS, a TIOCEIJICHIIBI B 3aJie CyJa pa3pa3uiich MECHIMH U
tanuamu. U napuna oobiyHas TulrHa. B KOHIIE KOHIIOB, 3TO OBLIO OOBIYHBIM JIEJIOM.
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VOCABULARY
Auspices — sruja, MOKpPOBUTEILCTBO, PYKOBOACTBO
Acquiescence — MoTJaIMBOE COTJIacHe
Accommodating proposals — nro0e3Hble IpeIoKECHHS
Alienation — oTuyxaeHue
Accomplishment — noctmxenue
Arrangement — cornaiieHnue
Backbone — ocnora
Breakthrough — npopsis
Chairman — npezacenarens
Contiguous — mputeraroIme
Constituency — anekropar
Closure regime — 61oKaIHBINA PEKUM
Diplomatic settlement — gqumiomaTrdeckoe yperympoBaHHe
Extensive system — mupokomaciirabHas CHCTeMa
Estrangement — otuysxienue
Errand boy — «manpunk Ha moGerymkax»
Facilitator — mocpenauk
Fading — yracaromuii, ncue3aromui
Grudingly — HeoxoTHO
Glow of success — ycnenHblit mepros
Humiliation — yamkenue, ockopOieHue
Harsh repression — xecTtkue pernpeccun
Humble style — ckpomuo
Immediate background — nenocpecTBeHHBII KOHTEKCT
Inducement — moOy»kaeHHE, CKIIOHEHNE
Interference — BmemarenscTBO
Irreversible — HeoGpaTumbIii
Lavishly — pockorirao
Legislation — 3axoHO1aTENBCTBO
Latitude — ceoOona neiicTBuin
Laughingstock — mocmermmie
Overall control — ITomHBINA KOHTPOJIH
Provisional list — mpeaBapuTeIbHBIH MTEPEYCHD
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Rejectionist — orpuiareabHast MO3KIIKsS, HEraTHBHAS

Surveillance — va6aronenue

Settlement — mocenenus, pacceneHus

Self-determination — camoonpeaeicHme

Succumbing — ycrymnka

Scarce — ckyaHbIe

Tutelage — omeka

Third party mediation — mocpeHUYECTBO TPEThEl CTOPOHBI

Tenure — cpok OJTHOMOYHIA

Thickening — ymotHenue

Turning point — MOBOPOTHBI MOMEHT

Unchallenged — neocniopumslii, 6eccriopHbIii

Unilateral — B omHOCTOpOHHEM TIOPSIKE

Uprising — BoccTanue, MITEX

Withdrawal — BeiBO1 BOiiCK

Palestine Liberation Organization (PLO) — Opranusanus 0CBOOOKICHHSI
[TanecTuHbl

Declaration of Principles — Jleknaparus o mpuHImmax

Palestinian National Council (PNC) — I1anecTuHCKHIT HAITMOHABLHBIA COBET
Prisoner-of-war camp (POW camp) — Jlareps a1 BOCHHOIIJICHHBIX
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UNIT VI
BOTH CLIMATE LEADER AND OIL GIANT? A NORWEGIAN PARADOX
(by Somini Sengupta — the New York Times — 17/06/17)

» Read, translate and retell

On an unseasonably warm day in May, Norway’s climate minister, Vidar Helgesen,
strolled through a vast parking lot for electric cars, counting Teslas.

“Two, three, four, five,” the minister marveled. And that was just one aisle.

There are big perks to buying a Tesla — or any electric car — in Norway. The
government waives the high taxes it imposes on sales of other cars. It lets electric cars
cruise up bus lanes. Toll roads are free. Parking lots like this one offer a free charge,
and new charging stations are being built on the nation’s highways.

In fact, Norway hopes that only electric cars will be sold in the country by 2025 —
a surprising goal, given that it means kicking the nation’s powerful oil industry in the
shins.

But Norway’s big electric push on cars does not mean the nation is abandoning
fossil fuels, revealing what critics call a notable contradiction in its climate policy.

While Norway wants to wean its own citizens off fossil fuels, it remains one of the
world’s biggest oil producers and is revving up production, almost all of it for export.
So even as the country tries to cut emissions and clean up its own carbon ledger at
home, it is effectively doing the opposite abroad.

Spurred by attractive state subsidies, the Norwegian oil company Statoil is chasing
after new oil and gas fields in the Arctic. Nearly all of the supply is destined for export
— and to show up in the carbon emissions of countries that burn Norwegian oil and
gas.

There’s a lot of it, too. Peter Erickson, a senior scientist with the Stockholm
Environment Institute, a research organization, found that emissions from Norway’s
oil exports this year will be 10 times as much as Norway’s domestic carbon emissions.

As governments wrestle over what they should do to keep the planet from heating
up to dangerous levels, critics contend that Norway should curb the supply of fossil
fuels, rather than just trimming demand among its own people.

“Norway has set out to be a global leader in climate action, yet continued expansion
of o1l and gas production could eclipse the benefits of Norway’s domestic emission
reduction efforts,” Mr. Erickson and his colleague Adrian Down wrote in a recent
paper.

It’s one of the problems built into the Paris climate accord that President Trump

promises to leave, Mr. Erickson argued: Countries are measured by how much they
77



reduce their own emissions, within their own borders, not by the impact they have on
the planet as a whole.

Norway is aiming to shrink its own carbon emissions by 40 percent, exceeding
the European Union’s targets. It already generates all its electricity from hydropower.
A short—distance electric ferry has started navigating one of the fjords.

But oil and gas are vital to Norway’s economy, representing 12 percent of gross
domestic product and more than a third of Norwegian exports, according to the nation’s
petroleum directorate.

And while there may be a global effort under the Paris agreement to reduce
emissions, that certainly has not stopped the international race for Arctic oil. Norway
Is in the vanguard of that scramble, trailed by Russia, Canada and the United States.

The Arctic is feeling some of the most acute effects of global warming.
Temperatures are rising at least twice as fast as the global average, scientists have
found. The Arctic had less sea ice at winter’s end than has been seen before in nearly
four decades of satellite measurements. The Barents Sea was almost devoid of ice this
past winter.

But, paradoxically, climate change may also aid Norway’s export ambitions. The
melting waters stand to open up new shipping routes that make it cheaper for Norway
to sell its oil to countries in Asia.

Greenpeace Norway has sued the government, arguing that granting new permits
to drill in the Arctic is inconsistent with its obligations under the Paris accord, which
seeks to keep the global rise in temperatures since the preindustrial era below 2 degrees
Celsius.

In May, Statoil began work on five new exploration wells in the Barents Sea,
and the company is bullish on the prospects. It says that it explores only in ice-free
waters. (Cleaning up an oil spill in ice is next to impossible, environmentalists say.)

A spokesman, Morten Eek, said that Statoil takes great care to mitigate against
environmental risks, that its extraction process leaves a smaller carbon footprint than
the global average, and that the company saw no reason to stop exploring now.

“There will be demand for oil and gas even in a 2-degree scenario going
forward,” Mr. Eek said.

In any case, he pointed out, it can trade its emissions allowances across Europe,
as part of the European Union’s emissions cap-and-trade system, meant to create
incentives to reduce a company’s carbon footprint.

The oil market, though, may have other ideas. Norwegian oil is expensive,

relative to oil from many other parts of the world. Falling oil prices worldwide could
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make Norway’s supply even less competitive on the international market, said Thina
Margrethe Saltvedt, an analyst at Nordea, a market research company.

“The world might not need our oil,” she said.

Then there are the climate implications, she added: “We want to be a leader in
climate change. But what we do is export the CO2.”

Oil drilling can be a politically contentious topic for Norwegians. A proposal to
explore for oil near the Lofoten Islands, an ecologically sensitive cod breeding ground,
was bitterly opposed by environmentalists and fishermen— and shelved until after
national elections this fall.

On a recent bright, hot day — “This would be a great day in July, and it’s only
May,” said Norway’s environment minister, Mr. Helgesen— the minister emphasized
that his country was aggressively trying to curb demand for oil and gas. He drives an
electric Volkswagen Golf. It can carry on for nearly 100 miles on a full charge, though
in the bitter Norwegian winters, he concedes, it conks out much sooner.

Mr. Helgesen hopes there will soon be a pilot project with an electric—powered
passenger plane to handle a short—distance flight in the north of the country. With
stepped—-up demand for electric vehicles, he says battery companies are finding
Norway an attractive destination.

Norway has sought to reduce its carbon footprint in other ways, too. It has
divested its enormous sovereign wealth fund from coal. It donates heavily to a global
fund to save forests. It was one of the first countries to sign the Paris deal, alongside
France itself.

Now, Mr. Helgesen says his country is facing the inevitable. “We are readily
saying, ‘Oil and gas will not be the driver of our economy in the future,”” he argued.
“While we are still drilling, we are identifying ways to build more legs for the
Norwegian economy to stand on”.

That is an existential challenge for the country. The oil industry is politically
powerful. Oil exports create wealth. Oil drilling creates jobs. Passing up opportunities
in the shallow waters of the warming Arctic is difficult.

“We, as a country, we are petroholics,” said Thomas Nilsen, who runs a news
site called The Independent Barents Observer. “We do understand that climate change
Is caused by burning fossil fuels. At the same time, we depend so much on the income
from the oil. Just like alcoholics, we do want to stop, but we don’t know how.”
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» Questions

What is Norway’s position towards Tesla cars?

Is Norway going to lessen oil production?

What does Norwegian company extract natural resources in Arctic region?
What’s the level of Norway’s carbon emissions?

What is the position of Norwegian oil on the global market?
Does spokesman Morten Eek support Statoil?

Is Nordea’s forecast positive for Norway?

Does Thomas Nilsen support modern oil policy?

. Does environment minister Helgesen drive electric car?

10. What’s Greenpeace’s forecast towards Norway?

© oo N Ok DR

VOCABULARY
stroll through — mporysitees;
to marvel — Bocxuiarscs;
big perks — 6osbIINE TBIOTHI;
waivesthehightaxes — oTkaspiBaeTCst OT BHICOKHX HAJIOTOB;
cruiseupbuslanes — xpyn3 1mo aBToOyCHBIM TI0JIOCAM;
toll roads — muratHbIe qOpOTH;
charging station — 3apsiqHas cTaHIus;
wean its own citizens off — oTyuuTs cBOMX rpakaasn;
carbon ledger — OyxranTepckas KHUTA;
spurred by attractive state subsidies — crumynampyercss mNpuUBIEKaTEIbHBIMH
rOCYIapCTBEHHBIMH CYOCHIMSIMHU,
senior scientist — crapmuii y4eHsIi;
curb the supply of fossil fuels — 00y31aTh MocTaBKK UCKOMAEMOTO TOILIINBA,
wrestle over — 6opoThcs 3a;
revving up productions — o>kuBJIeHHE POU3BOICTBA;
the Paris climate accord — ITapmkckoe KIMMaTHYECKOE COTTIANICHHE;
to shrink emissions — cokpaTuTh BBIOPOCHI;
nation’s petroleum directorate — HanmoHabHast He()TAHAS AUPEKIIHS;
in the vanguard of that scramble — B aBanrape 3To¥# cXBaTKH;
inconsistent — Hemoce10BaTEILHEIN;
cap—and-trade system — crcrema orpaHHYCHHS TOPTOBJIH;
to curb demand for oil and gas — 06y3naTh cripoc Ha HehTh U ra3;

conks out — BBIXOIUT U3 CTPOS;
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Norway’s climate minister — MmuHuCTp Kiumara Hopseruu,

surprising goal — yauBuTenbHas 11€1b;

shallow waters — menkoBoabe;

we are petroholics — MbI 3aBUCHMEBIE OT HEDTH;

oil drilling— Oypenue HeTIHBIX CKBaXKUH;

reduce carbon foot print — yMeHbITUTE YTIIEPOTHBINA CIIC;

the oil market — med1siHO¥ PHIHOK;

the most acute effects of global warming — camble ocTpbie MOCIEACTBHS I00ATLHOTO
HOTEIUICHUS,

preindustrial era — npeuHIycTpUaIbHAs 10XA;

create incentives — co3iaBaTh CTUMYIJIBI;

devoid of ice — numeHHbIH JIb1A;

short-distance electric ferry — snekrpudeckuii mapoM Ha KOPOTKUE PACCTOSHUS;

in the shins — B roneny;

notable contradiction — 3amMeTHOE IPOTHBOpPEYHE;

trimming demand among its own people — 0Ope3aTh Cpoc Cper CBOMX COOCTBEHHBIX
JOJIEN;

existential challenge — sx3ucTeHIIMATBHEIN BHI3OB;

by burning fossil fuels — cxxurast nckomaemoe TOIIMBO;

2—degree scenario — crieHapuii 2—ii CTCIICHH;

the oil industry — HedTsIHAsI TPOMBILILIEHHOCTH |

oil and gas fields in the Arctic — Hedrera3zoBbic MeCTOPOXKICHUS B APKTHKE
emissions allowances — KBOTbI Ha BBIOPOCHI;

Norway’s environment minister — MuUHHCTp OXpaHbI OKpYyXarotei cpeabl HopBernu;
shelved until after — ornosxeno no;

bullish — Gbrumii;

politically contentious topic — momuTHYecku CriopHas TeMa,

ecologically sensitive cod breeding ground — 5K010rH4YeCKH YyBCTBUTEIBHBIN TPECK;
exceeding the European Union’s targets — npesbinieHue 1enei EC;

ice—free waters — Oe3neIHbIE BOIBI.
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Appendix |

Define the countries and its capitals

Picture 1
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Picture 2

Picture 3
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Picture 4
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