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THE UNITED KINGDOM ECONOMY

An excerpt from
"The United Kingdom
in 1980"-The Hudson
Report. - L. 1980

Britain is a trader nation and the international market has provided invaluable benefits to the country. Traditionally, this role in the world commerce has brought not only profits for trades, but it has given the country much of its economic vigor as well as certain of its political characteristics.

THE UNITED KINGDOM ECONOMY

An excerpt from
"The UK Economy"
National Institute of
Economic and Social
Research. - L. 1977

In the nineteenth century the British economy was expanding in production, trade and overseas investment both in absolute terms and in its relative importance in the world. During the twentieth century, notwithstanding the setbacks of two world wars and the great depression, the upward trend in production and trade has been maintained, but out investment has been increasingly offset by inward flows. In the relation to the rest of the world, however, the story of production and trade has been one of fairly steady relative decline.

Britain was a pioneer, and for a long time the leader, in the process of industrialization which began at the end of the eighteenth century. By the end of the nineteenth century British export provided one third of world's trade in manufactures.

In the earlier stages money was invested mainly in public works, utilities and, above all, railways; later it was extended to industry and manufacturing enterprises. Besides money there was an increasing outflow of iron and steel, engineers, contractors and technology. During the Second World War large amounts of the investments were disposed of to pay for arms. Judged by its own historical standards the economic performance of the United Kingdom in the past quarter of a century has been good. Unemployment was kept very low and the productivity of those employed rose annually at around two per cent in the early 1970s. This performance, however, appears in a different light when set against that of other industrial countries most of which have had higher growth-rates.

NATIONAL PRODUCT AND ITS USES. UNITED KINGDOM OUTPUT

An excerpt from
"The United Kingdom
Economy"- National
Institute of Economic
and Social Research:
- L. 1977

Since the war the average growth-rate of GDP for the United Kingdom has been about 2,5 per cent annum. This is higher than in any other comparable period of this century, but is nevertheless lower than that of all other major industrialized countries. There has been marked cyclical pattern in the rate of growth, but only four years of actual decline (1952, 1958, 1974, and 1975).

Nevertheless the trend rate of growth has remained fairly constant.

Output of the manufacturing sector has growth at a rate of 2,3 per cent per annum over period 1955-1975. The largest growth- rate, however, has been recorded in non-manufacturing; gas, electricity and water have grown by 4,7 per cent per annum. Agriculture, forestry and fishing have now shrunk to providing only 2,6 per cent of output, and mining and quarrying to 1,7 per cent. Public administration defense, health and education now provide 14 per cent. Transport, communication and the distributive trades nearly 20 per cent of output-roughly the same share as in 1950.

THE MANAGEMENT OF THE BRITISH ECONOMY

An excerpt from
"The United Kingdom
Economy."- L 1977

The purpose of management is to alter the course in the economy in order to achieve certain objectives - that is to improve its performance in some way. During the post war period there has been some changes in the emphasis laid on different policy objectives in Britain. First of all, the experience of the war had convinced politicians - and the electorate - that full employment could be attained. Already, before the end of the war, the coalition government had committed itself to full employment policies, and the Labour government elected in 1945 accepted the preservation of full employment as its dominant economic objective. Secondly, Britain had emerged from the war with a huge imbalance in its overseas trade: the second main objective was to right this imbalance by raising exports and holding down imports in a period of reconstruction the emphasis was simply on more and more production.

In the 1950-s, which was a period of Conservative government, the full employment commitment was maintained. We find the balance of payment objective stated in a rather different way: policy makers constantly referred to the need to maintain the strength of sterling and to preserve Britain's role as a world banker. Gradually, as the decade wore on, there was a growing realization of that objective.

Towards the end of the 1950-s a new concern arose. As international comparisons of growth, - rates became available, it became clear that Britain was a slow - growth country. It gradually became an explicit objective of economic policy to accelerate the rate of economic growth. However, in the mid of 1960-s this new objective of economic growth came into sharp conflict with the balance of payments objective. It was in fact the later objective which dominated policy from 1964 up to the beginning of 1965.

Finally, towards the end of the period, there were further changes in emphasis. From 1966 onwards governments of both persuasions accepted a higher level of unemployment than they would have done before. From July, 1972 the objective of an adequate balance of payment was still there, of course, but the exchange rate became an instrument of policy rather than an objective in its own right.

The bulk of economic policy in this period was concerned with one more of four economic objectives: full employment, economic growth, an adequate balance of payment and stable prices.

Labour government tended to stress in particular the inequalities in the distribution of wealth, and introduced legislation on both capital gains and capital transfers.

Conservative government tended to stress the need for adequate reward for talent particularly managerial talent, and the changes which they made in income tax rates.
THE ECONOMY OF GREAT BRITAIN

Excerpt from "The United Kingdom Economy". National Institute of Economic and Social Research. L. 1977.

Great Britain is an old naval and industrial power.

Now Great Britain is one of the most highly industrialized countries in the world. It lives by industry and trade. Great Britain exports motor-cars, aircraft and other machines, as well as, electrical apparatus, chemicals, cotton and woolen fabrics. It imports oil and oil products, ore and metals, timber, wood, crude rubber, grain, meat, butter, tea, etc.

In the past it had many colonies. It has accumulated great wealth from its colonies then.

The North-Western and the central parts of Great Britain are rich in such natural resources as coal, iron ore, salt and clay. Therefore the main branches of industries are concentrated mainly in these areas.

The industrial heart of the central part of England is Birmingham. More than one million people live there. It is Britain's second city. Because of the great variety of its industries people call it "the city of 1,500 trades". All the pins and needles in England home have been probably made in Birmingham.

The pens that people write with, the spoons and forks they use for dinner, and the glasses from which they drink out of are mostly products of the Birmingham industry.

Sheffield is the heavy engineering centre famous for its high-quality steels.

London is the capital of Great Britain, its political, economic and commercial centre. It stands on the river Thames about 40 miles from its mouth. London is one of the biggest ports in the world, though it is situated far from the sea. There are numerous plants on the outskirts of the city.

The population of London with its suburbs is more than 11 million.

The traffic on its main streets is very heavy: motor-cars, buses rush along in an endless stream.

The banks and commercial offices are concentrated in the centre of London, called the City, London's "money". Most museums, parks, shops and theatres are in the West End of London, its "goods". The East End of London centers round the docks, and most of London's factories are to be found in this area

London is the seat of the Government of the whole country. It is called "hands of the capital".

It is also the centre of British cultural life and famous for its places of interest such as the Houses of Parliament - the seat of the Parliament, Trafalgar Square with the Nelson Column; the National Gallery containing a rich collection of pictures of all European schools of painting; St. Paul's Cathedral; Westminster Abbey, famous for Big Ben the Tower of London; Buckingham Palace, Hyde Park etc.
THE ECONOMY OF REGION

An excerpt from
"The North West.
A regional study". L. 1965

The North West is a major industrial region. The industry of this region includes the production of aircraft and railway locomotives and rolling stock as well as cars and commercial vehicles.

The range of manufacturing in the region is very wide. While the textile industry remains of considerably more importance to the North West's economy than to that of Great Britain, it now provides less than a fifth of the region's manufacturing employment and has a much smaller labour force than the engineering industry.

The clothing and foot wear industry is also relatively large in the North West than nationally and so too are the chemical and food industries. The textile industry has of course traditionally based to a very large extent on cotton. In terms of output and exports, the Lancashire cotton industry reached its peak in the years immediately before the First World War. It grew up to supply cloth to market all over the world.

The Government has assisted the industry in recent years by encouraging rationalization and modernization, and by taking special steps to restrain the growth of imports.

Some of the other sections of manufacturing in the North West have traditionally been closely associated with the cotton industry. Manchester is one of the most important centers of the cotton industry.

It is the national centre of the rain-wear trade and also produces a great deal of light clothing.

The North West is famous for its engineering industry. About one third of the country's insulated cable and wire industry is concentrated here. Other forms of electrical engineering are carried on in this region including everything from the production of heavy generating plant, turbines, switchgear and transformers down to the manufacture of radio valves, cathode ray tubes, record players, telephones etc. Several firms are specializing in computers and advanced electronic equipment. Major national companies include English Electric, British Insulated Calendar's Cables, and Philips Electronic.

There are only two large shipbuilding firms in the North: West-Vickers at Barrow-in-Furness and Camel Laird at Birkenhead. Glasgow is also the centre of shipbuilding industry.

The North West has long been a major centre of the chemical industry. Manchester is the centre for dye stuffs production.

Of the remaining sections of manufacturing in the North West the paper, glass, rubber and metal processing industries are the most significant.

Coalmining, agriculture and the fishing industry are great traditional industries in the North West.

The region contains two of the country’s leading ports (Liverpool and Glasgow) and several big rail and road haulage centers. Here it is worth mentioning the aircraft industry.

THE POLICY OF THE GOVERNMENT, 1979- 1983

Excerpt from “Britain's Economic Renaissance. M Thatcher's Reforms 1979- 1984” by A. Walters, New York, Oxford. 1986. p.4-5

The policy of the Conservative government envisaged a long period, perhaps as long as eight or even ten years, in which major reforms would be completed. Mrs. Thatcher's government 1979 - 1983 was only the start of this long program of reform.
The most urgent business of the early years was to secure financial stability particularly the reduction in the rate of inflation to low and stable levels. The Medium Term Financial Strategy, with its planned reductions in the growth rate of the money supply and public sector borrowing, was the centerpiece of the policy. Most members of the parliamentary Conservative party accepted that financial stability was a necessary but not sufficient condition for the achievement of the other major objectives of reform. Without financial stability, little could be achieved. The second area of urgent reform was the deregulation or freeing of the economy from complex and confusing network of controls. The objective was to get a market economy functioning efficiently without suffocating government intervention. After the 1979 election the government moved swiftly to abolish exchange controls and general regulations on prices and incomes. With certain important exceptions (of which the main ones are rental accommodation, minimum wage arrangements, and some transport fares), the market rather than the bureaucracy determines the price and allocation of resources.

The third field of reform was the privatization of state-owned industries. 
The fourth package of reforms applied to the trade unions. The policy-envisaged that unions would evolve from their feudal form and would become increasingly democratic and responsive to the wishes of their members.

Thus, the government sought to provide the conditions for an economy of opportunity and enterprise within a stable financial environment.

FISCAL POLICY. THE BUDGETS OF 1979-83.
The outgoing Labour Government bequeathed to the incoming Conservative Government a substantial financial problem in the form of a public sector borrowing requirement totaling .£12,7 billion in 1979 calendar year.

The criticism of the budget was severe. Launched in March 1980, the Medium Term Financial Strategy (MTFS) was meant to be a medium-term (Four-year) strategy in which the government would eliminate gradually the financial instabilities that existed when they took office in 1979.
In 1979 the public sector borrowing requirement (PSBR) was about 6.6 percent of GDP, (Government Deficits), the monetary expansion was about 13 percent, and the rate of inflation was also 13 percent. There was a very large structural deficit the size of which one can only conjecture but a figure of 6 to 10 percent of GDP would be broadly correct.

The centerpiece of the MTFS was the medium term reduction of this structural deficit to a manageable 1 percent.

In order to promote the credibility of the MTFS, and in order to put all sides of the financial equation into context, the PSBR were associated with projected public-spending plans and implied tax revenues as well as the growth rate of sterling. This made it necessary to argue that, if for some reason the public-spending plans were exceeded (as happened in 1981), the corresponding increases in tax revenue would need to be secured in order to keep to the general strategy.

The statistical history of the MTFS projected deficits shows that the government has managed to maintain to strategy remarkably well.

In addition to its economic realism the MTFS was also politically realistic. The objective was primarily the reduction in the rate of inflation, and it was believed that this could be achieved over a four-year period.

In its short history it is difficult to exaggerate the importance of the commitment to the MTFS. It provided a frame of reference for all financial and economic policy. Never in the post war history of Britain had the spending programs and the revenue and taxation consequences been so closely associated at the highest levels of government decision making. On some occasions, as in the budget of 1981, the MTFS provided a powerful and effective discipline on policy, and gave rise to a financial rectitude which, it would have been difficult if not impossible to achieve by other means. It concentrated those elements of the financial system over which the government had considerable control.

The MTFS does represent a first achievable and credible step in setting out taxes, spending and borrowing over a time span and that period of four or five years is approximately the horizon of the government. It is then credible because it passes one crucial political test broadly; it is within the government's power to make it a reality.

The forecast of economic conditions during 1980 were quite grim. The budget forecast was for a decline of about 2, 5 percent of British GDP, which during the calendar year was just about realized. Yet, since it was the first year of, the MTFS, the budget was formed in terms of a reduction of the PSBR from £ 9.1 billion (4.75 percent of GDP) realized in 1979/80 to £ 8,5 billion (3.75 percent of GDP). Thus, there was some modest increase of taxes. This increase was needed to meet the increased spending on social security and the deteriorating deficits of nationalized industries.

The budget decisions of 1981 represented a clear and resolute decision to restore financial integrity and to return the economy to the basic path of the MTFS. The objective was to reduce the PSBR from £ 3.5 billion in 1980/81 to £ l0.5 billion in 1981/82, but on "unchanged" tax rates.

The background of the 1982 budget was clearly emerging success of the measures of 1981. The financial outturn during the year was clearly going to be favorable – something like £ 2 billion undershoot in the PSBR was the common prediction, the inflation continued to fall. Further more, unemployment had gone on increasing although at a progressively slower rate. The main innovation of the budget was the introduction of the principle of indexation for capital-garn tax.

To sum it up, considerable progress was made in the 1982 budget toward reforms that most people accepted as desirable. A little progress was made toward the raising of real-tax thresholds and relieving the low wage-earners of the high marginal tax rate. Yet it was true that, the middle income ranges were made slightly worse off.
THE UNITED STATES ECONOMIC SYSTEM

An excerpt from "Economic growth in the future. The growth debate in national and global perspective". - Mc. Graw Hill Book Company N. Y. 1976

1. Free Enterprise
The United States economic system is often characterized as a mixed economy in the sense that it basically is a ''free enterprise" system on which there have been superimposed government and other institutional restraints. The term "free enterprise" is used to describe a system based on: a) individual initiative; b) private property, initiative, including private ownership of the means of production; and c) free competition in the buying and selling of goods and services, including the services of both labor and capital.

The basic elements of present United States economic and political institutions were brought from Europe by the first colonists. However, as the institutions developed in this country they were greatly influenced by the individualism and self-reliance of the American settler and pioneer.

Today we live in a "mixed economy" where both private and public institutions exercise control of the economy. Nevertheless, today a vast amount of economic activity proceeds with little or no direct government intervention. Thousands of products and a variety of services are marketed by millions of people largely of their own volition and without any centralized governmental plan. The price system, competition and the profit motive are heart of the "mixed economy". The price system and competition continue to function in influencing consumer choices and investment decisions.

2. Inflation
One of the most serious economic problems in the American economic system today is the accelerating inflation experienced over the last decade. The United States have not had a long history of continued inflation.

3. Government Policies
Government policies and activities are major factors in the assessment of where we stand now. Purchases of goods and services by the government policies, as well as transfer payments, which influence the purchasing power of designated groups, have major effects on economic growth.

The growth of government is part of a continuing shift in the United States economy to services such as health education and recreation.

It must be noted that private industry provides many of the goods and services used by the government to perform its varied functions. In other areas such as public old age benefits and welfare payments, the government acts as a transfer agent from the tax-payer to the recipient.

The growth of government is reflected in public employment. Today one of every six workers is a civilian government employer.

In conclusion, we can say that many factors have contributed to the growing importance of the public sector in the economy. The growth of social needs and the increasing cost of public services suggest that the importance of government in the economy will continue to expand.

ECONOMY. INDUSTRIAL AREAS AND CITIES OF THE USA

An excerpt from "Look at the USA"-Boston. 1955. 
Washington
As you know Washington is the capital of the USA. It has a population of about 700 thousand. Washington together with the suburbs has nearly 3 million people.

Beautiful Washington is the world's largest industrial town. That industry, as Gerald W. Johnson points out in his introduction, is government. Washington was created to be the seat of government of a great nation.

A number of district Washington's cluster about the huge domed Capitol that dominates the city. Few visitors and few residents learn to know them all. The Capitol, the White House, the Senate office buildings attract visitor’s attention.

Then there is the tourist's Washington, for the capital is unsurpassed as a city to visit. Beyond the National Archives are the Justice Department, and Government Auditorium. These buildings are part of the Federal Triangle between Constitution and Pennsylvania Avenues and the 15-th Street. At the East end of the Mall stands the Capitol. It is 751 feet long and 350 wide. Its cornerstone was laid in 1793. Seventy years later, the statue of Freedom was placed atop the dome and the major construction work was completed. Washington Monument is near the Tidal Basin. Lincoln Memorial stands at western end of the Mall. The monument is inspiring, and visitors stand hushed before the colossal statue of the Civil War President.
New York
New York is a great industrial and commercial centre of the country. It is also a great seaport in the US. New York is a centre of finance, of shipping, of fun. Its Stock-Exchange is the pre-eminent market for securities; its leading banks are the biggest in the country. It is the leading textile centre of the country and the chief seat of the great garment industry and has a considerable printing industry. It has a very lively and varied wholesale trade and more important still is the volume of its retail trade. New York is the show window of the nation. It specializes in giving visitors a good time at its theatres, restaurants, night clubs, sporting arenas, and therefore has a very flourishing hotel industry. It is the chief publishing, advertising and radio centre. With Columbia and New York University and the various city colleges, it is something of an educational centre.

Some of the city’s musical institutions have become famous all over the world, among them the Metropolitan Opera, the City Center of Music and drama

Boston
Boston - the city ranks eight in the United States in volume of retail trade. Her port is second in imports and fourth in general business. She is the chief US wool market. Her industry includes publishing: spinning and weaving of wool; food processing, manufacture of shoes, machinery transportation equipment and chemicals, oil, coal and rubber products.

Chicago
Chicago, sprawling in disorder along the south - western shore Lake Michigan, is the central terminal of the United States. It is the greatest railroad line in the world, and its stockyards are the world’s largest surrounded by the Midwest, it is the manufacturing center and market place of 36 percent of the nation's population. It amassed great fortunes from corn and hogs and cattle, dairy products, iron, ore timber and real estate - all near at hand. It is financial, shopping and amusement center.

Detroit is top-heavy with industry and famous for its car building engineering. Approximately 90 percent of all American cars were built by companies whose main plants are within 85 miles of Detroit. They and the city of other industries, used three fourths of all American rubber imports, 70 percent of all plate glass manufactured. 57 percent of all malleable iron, 40 percent of the mohair and lead, one third of the nickel, one fourth of the American steel outputs, 15 percent of all aluminum, iron, zinc, tin and cotton.

Detroit is a leader in production of salt, paint, vacuum cleaners and twist drills. It contains the most important stove - manufacturing plant in the world, leading adding machine, pharmaceutical, electric-refrigeration plants, copper and brass rolling mills and seed-supply houses. It is also a Great Lakes port.

Birmingham
Contrasting with traditional Southern cities, having a spirit of the past, the steel center of Birmingham, '"Pittsburgh of the South", closely resembles many other steel production areas. It is the largest city in Alabama and the leading producer of iron and steel in the South.

North Carolina contains some of the best tobacco country in the world. Of the 1 750 000 acres devoted to tobacco in the US - which produces a third of the world 's supply - North Carolina plants more than a third.

Great tobacco factories are closed to the heart of the business district and the railroad tracks that serve them cross uptown streets.

The cotton belt
About 90 percent of the country’s cotton is grown in that section of the US known as ""the Cotton Belt". It extends 1500 miles from the Atlantic seaboard and 700 miles northward from the southern border of Texas. In this huge slice of country, more than 2 000 000 farms are devoted to cultivating over 40 percent of the world’s cotton.

DEFINITION OF MANAGEMENT
Management is based on scientific theories and today we can say that it is a developing science.

But knowledge of theories and principles doesn't provide practical results. It is necessary to know how to apply this knowledge. Practical application of knowledge in the management area requires certain abilities or skills. Here is an example:

Depending on its size, an organization may employ a number of specialized managers who are responsible for particular areas of management. A very large organization may employ many managers, each responsible for activities of one management area in contrast, the owner of a sole proprietorship may be the only manager in the organization. He or she is responsible for all levels and areas of management.

What is important to an organization is not the number of managers it employs but the ability of these managers to achieve the organization's goals, and this ability requires a great skill.

In other words, management is the process of coordinating the resources of an organization to achieve the primary organizational goals.

MAIN RESOURCES

Managers are concerned with the following main resources:

1.
Material resources are physical materials and the equipment used by an organization to make a product. For example, cars are made on assembly lines.
These assembly lines and the buildings that house them are material resources.

2.
The most important resources of any organization are its human resources – people. Some firms believe that their employees are their most important assets. To keep employees content a variety of incentives are used, including higher than average pay, flexible working hours, recreational facilities, lengthy paid vacations, cafeterias offering inexpensive meals, etc.

3. 
Financial resources are the funds the organization uses to meet its obligations to various creditors. A grocery store obtains money from customers and uses a portion of that money to pay the wholesalers from which it buys food. A large bank borrows and lends money. A college obtains money in the form of tuition, income from its endowments, and federal grants. It uses the money to pay utility bills, insurance premiums, and professors' salaries. Each of these transactions involves financial resources.
4. 
Finally, many organizations increasingly find they cannot ignore information. External environment — including the economy, consumer markets, technology, politics, and cultural forces — are all changing so rapidly that an organization that does not adapt will probably not survive. And, to adapt to change, the organization must know what is changing and how it is changing. Companies are finding it increasingly important to gather information about their competitors in today's business environment.
It is important to realize that these are only general categories of resources. Within each category are hundreds or thousands of more specific resources, from which management must choose those that can best accomplish its goals. Managers must coordinate this complex group of specific resources to produce goods and services.
MANAGEMENT INFORMATION TECHNOLOGY (IT)

1. Today business, government, and other organizations depend on computers to process data and to make information available for decision making. A computer is an electronic machine that can accept, store, manipulate, and transmit data in accordance with a set of specific instructions. Although computers are a relatively recent invention, we have already seen five generations of computers. Currently, firms can choose mainframe computers, minicomputers, or microcomputers to match their information needs.

Mainframe computers may be as big as a good-sized room, can handle huge quantities of data, perform a variety of operations on these data in fractions of a second, and provide output information in several different forms. The largest and most powerful mainframe computers are sometimes called supercomputers. These very large computers are used almost exclusively by universities and government agencies that are involved in research activities that require large memories and high-speed processing.

Minicomputers are smaller (more or less desk-sized) computers that made computers available to most firms.
The microcomputer, sometimes called a personal computer (PC), is a desktop computer. It was made possible by the development of microprocessor chips, a fraction of an inch in size that contain all the electronic circuitry required to perform large-scale data processing. Although microcomputers are often purchased for use at home many smaller firms find them completely satisfactory for their limited needs. Each of these machines consists of at least one input unit, a memory, a control unit, an arithmetic-logic unit, and an output unit. Firms can also establish a computer network — a system in which several computers can either function individually or communicate with each other.

2.
Computers require software, or programs, which are operating instructions. Today, software has been developed to satisfy almost every business need. Database management programs can store and transform data into information. Data contained in a database program can also be stored. Graphics programs make it possible to display in graph form data and conclusions. Spreadsheets are software packages that allow users to organize data into a grid of rows and columns. Spreadsheets allow managers to answer "what if "questions by changing data to match new assumptions. Word processing programs allow users to store documents in the computer's memory or on a disk. Once entered, the material can be revised, edited, deleted, printed, or simply used at a later date. Most experts predict that in the future computers will affect every aspect of human life. Specific trends that will affect business include the increase in available information, the use of automation, and the need for employees that know how to use a computer.

3.
A management information technology (MIT) is a means of providing managers with the information they need to perform management functions as effectively as possible. The data that are entered into the system must be relevant, accurate, and timely. The information provided by the system must be all of these. Managers in different areas of a business generally require information pertaining to their own areas. The management information technology should match the firm it serves in capacity and complexity.

4. 
The four functions performed by MIT are collecting data, storing and updating data, processing data, and presenting information. Data may be collected from such internal sources as accounting documents and other financial records, conferences and meetings, and sales and production records. External sources include customers, suppliers, bankers, publications, and information-gathering organizations.

5. 
With a computer, data can be stored on magnetic tapes and disks and used when they are needed. Data should be updated regularly to maintain their timeliness and accuracy. Updating can be accomplished manually or via computer.
6. 
Data processing is the MIT function that transforms stored data into a form that is useful for a specific purpose. Large groups of numerical data are usually processed into summary numbers called statistics. Although statistics can provide information in a manageable form, the user is responsible for correctly interpreting statistics.

Finally, the processed data (which can now be called information) must be presented for use. Verbal information is generally presented in a text form. Numerical information is often displayed in graphs and charts or tables.

THE BANK OF ENGLAND.

The Bank of England was established in 1694 with two privileges which the existing smaller banks did not have. The bank was allowed corporate status and also royal patronage. By corporate status we mean that it was a company with a large number of shareholders and hence it was able to raise a larger amount of capital than the small private banking businesses which from then on, and for 140 years, were not permitted to have more than six partners. In this privileged position the Bank of England flourished and gradually predominated more and more over the other banks. It began as an ordinary bank in the sense that it performed the same functions as the private banks, but over the years assumed the functions which we now attribute to a central bank. In view of its special relationship with the monarch, it assumed the role of the government's bank and as the largest issuer of bank notes was allowed eventually to take over the note issues of all the other banks as the Bank Charter Act 1844 gradually became fully effective. Apart from relatively small local note issues by the banks in Scotland, the Bank of England is now fully responsible for the note issue in Britain.

The Bank of England ('The Old Lady of Thread needle Street')
In as much as the Bank of England became the main note-issuing bank and that some of the smaller banks elected to use Bank of England notes rather than issue new notes themselves, the private banks became very dependent upon the Bank of England. They had accounts with the Bank, and kept the reserves with it, and when they ran into difficulties because of a lack of confidence as to their ability to repay depositors on demand (i.e. a run on a bank), they relied on whatever support they could get from the Bank of England.

During a crisis in 1825, many banks had to close their doors, and pressure built up in Parliament for something to be done that would enable larger and more stable banking units to be established that could more easily withstand such crises of confidence. The outcome was an Act of Parliament in 1826 (Country Bankers Act), which permitted joint stock banks to be established (and to issue their own notes), outside a radius of 65 miles of London, and at the same time the Bank of England was encouraged to open branches in the provinces. Because the new larger banks could not be established in London, which was very much the main financial and commercial centre, the 1826 Act had little effect in bringing into being the larger, more stable banking units which Parliament wanted. In consequence, the restriction on joint stock banking within London was lifted by a further Act, the Bank of England Act 1833. This permitted joint stock banking in London, provided that the banks did not issue their own notes.

By this time, the practice of paying debts by way of cheque was becoming increasingly recognized as acceptable, and in consequence the restriction in the 1833 Act concerning note issues did not have the restrictive effect that was expected. When the new banks advanced money to their customers they did so by giving them overdraft limits, or by crediting their accounts with sums transferred from loan accounts, and encouraging their customers to draw cheques to use the sums advanced. The consequence of the 1833 Act was therefore that the joint stock banks were quickly established from then on and by a deliberate policy of buying up and absorbing the smaller banks, reduced banking in the UK to a relatively small number of large banks with networks of branches by the end of the nineteenth century.

Despite the establishment of these larger banking units, the dominance of the Bank of England reinforced by the measure to centralize the note issue in the Bank Charter Act 1844, continued to be strengthened throughout the nineteenth and twentieth centuries by the way that the banks kept accounts with the Bank of England and settled their indebtedness with one another by drawing cheques on the central bank; and also by the fact that, because the Bank's interest rate became the leading rate of interest in the UK. The other banks related their interest rates to it. Furthermore, the importance of the Bank of England as the government's bank appreciated as new forms of government securities emerged, and the government's borrowing requirements increased enormously, especially as a consequence of the two world wars.

Because of its importance as both the bankers' bank and the government's bank the Bank of England has ceased to compete seriously with the other banks in the provision of banking services to industry and commerce. It has some accounts for firms and individuals, but these are relatively small in number. Up to 1946 the Bank of England was privately owned but in that year it was nationalized, the shareholders being compensated with government stock. The Act nationalizing the Bank gave it wide powers of control over the other banks, so that it no longer had to rely on their voluntary co-operation.

In 1979 the Bank of England's control over the other banks was tightened still further by the Banking Act of that year. This Act enforced a system by which all banks in the UK now have to be licensed by the Bank of England, and the Bank has also the power to suspend or cancel a license if it is not satisfied with the way a bank is being operated. This Act was reinforced by the Banking Act 1987 which provided for even stricter control by the Bank. Under the European Community rules all banks within member countries must be licensed by the central bank in the country concerned and it is likely that controls over the banks will become even stricter as the EC gradually evolves.

Another provision of the 1979 Act was the establishment of a Deposit Protection Fund to which all banks must subscribe. The fund exists to protect depositors should a bank fail and in that event each depositor receives compensation to the extent of 75 per cent of his deposit with that bank up to a maximum deposit of 20000 i.e. a maximum payment of £ 15.000.

CHARACTERISTICS OF MONEY
Money must have certain characteristics if it is to overcome the difficulties of barter. Make sure that you can distinguish these characteristics (or qualities) from the functions of money. The characteristics of money are as follows:
· Scarcity
· Uniformity and recognisability
· Divisibility
· Portability
· Durability
· Acceptability
Scarcity This characteristic has already been referred to when considering the function of money as a store of value. The money supply must be relatively scarce and to this end it is usually controlled by a central authority, i. e. a government department (the Treasury) and/or the central bank. Unless money is limited in supply the community will be able to demand goods and services in excess of their supply and inflation will result. This means that prices will rise in an attempt to equate the demand for goods with the supply and if prices are raising the value of money is falling. If the value of money falls it is not fulfilling its function as a store of value and therefore may no longer be acceptable as money. Price stability is also of importance in that the lack of it could affect our competitiveness abroad. If our rate of inflation is greater than that of other countries we will find it more difficult to sell our goods in those countries unless we allow the exchange rate (the rate at which our currency is exchanged for that of another country) to fall.

Uniformity and recognisability Each unit of money must be the same in size and appearance and thus recognized for what it is. Hence, these days coins for the same amount are uniform (sometimes referred to as homogeneous), i.e. identical, and are marked with their value, and similarly bank notes are readily identifiable by their size and what is printed on them.

Even intangible forms of money, such as bank and building society deposits, must be uniform in that they must be on a current or cheque-bearing account and must be with a reputable and recognizable deposit-taker, if they are to be acceptable as u means of payment. We will be looking at this form of money later, when we shall see that it is the cheque or piece of plastic used to withdraw a deposit which has to be acceptable rather than the deposit itself.

Divisibility The unit of account, for instance the pound sterling, must be easily-divisible in order that change may be given for transactions involving odd amounts. For this reason coins, or possibly bank notes, are issued for various small amounts such as the l p. 2 p. 5 p. l0 p. 20 p. 50 p and £1 corns with which we are familiar. Similarly notes are issued for larger sums than the £1 unit of account, so that payments can be more easily made for varying amounts of money.
When bank deposits are used as money the cheque (or other means of payment) can be made out for the precise amount, e.g. £179.75, and no change is necessary.

Portability In modern times it would not be convenient for large forms of money to be used, such as the bags of grain used under the barter system, because they are not portable. All modem forms of money are easily portable, though even today we hear complaints about the inconvenience of carrying more than a small number of the £1 coins about. If a unit of account depreciates rapidly there will possibly come a time when it will need to be replaced with a new unit worth maybe 10 times or 100 times the value of the old unit. Otherwise considerable quantities of notes have to be carried about in order to pay even relatively small amounts.

For the supermarket holding and transporting large quantities of notes and coins can be risky and also expensive in terms of labour, and therefore the use of plastic means of payment has been encouraged by them. Some supermarkets even offer to supply their customers with bank notes when they use a Switch card, or similar card, as a means of payment, i.e. they add the amount of the cash to the bill for the goods being purchased.

Durability In contrast to some of the commodities used as money under the barter system, modern forms of money are far more durable and this must be so if the money supply is to be used to cover the very large volume of transactions that take place in our form of society. Our modern coins last for years but when they are worn down they are replaced by new ones. Bank notes are less durable but nevertheless will last for some months, or even years, before they have to be replaced, provided that they are not misused.

Bank deposits and deposits with other financial intermediaries are intangible and do not need to be durable in the same sense as notes and coins. However, they need to be long-lasting and continuous if they are to be used by the account holders as a means of exchange.
Acceptability Money must be acceptable to others if it is to be used as a medium of exchange and in order to be so must have all the other qualities we have already looked at. People must have confidence in the money, or they will not take it. This does not necessarily mean that money must have an intrinsic value equal to its face value. At one time this was always so with gold and silver coins in that the value of each coin was related to an official value for the metal concerned. This is not so today and indeed the value of the alloys that make up a modern coin will be quite insignificant in relation to the token value of the coin marked on the face of it. Similarly, bank notes cost only a fraction of their face value to produce. People have confidence in the notes and coins because they are issued either by the government or by the central bank with government backing. Whether or not a creditor will accept a cheque or plastic card used to transfer a sum of money from a bank or building society deposit will depend a great deal upon his confidence in bank or building society deposit will depend a great deal upon his confidence in the bank or building society concerned, as well as his confidence in the ability of the person drawing the cheque to meet it when it is presented for payment.

· Medium of exchange
· Unit of account
· Store of value
· Standard for deferred payments
Medium of exchange Money is used as a means of indirect exchange, as we have seen, and therefore one of its functions must be act as a medium of exchange. In order to fulfill this function money must be acceptable to those who have goods and services to sell. To be acceptable it must be .reasonably stable in value so that the holder knows that he will be able to obtain roughly the same quantity of goods and services with it when he chooses to spend it, and for this to happen it must he relatively scarce and its quantity controlled. If the money supply is acceptable then anyone who takes it in exchange for goods will do so in the knowledge that others will accept it when the time comes to spend the money. It can safely be kept in the belief that this is so. and that it can be spent as and then the holder chooses to do so.

Unit of account As a unit of account money acts as a measuring rod, and without this it would be impossible for a modern community to function. It must be possible to measure the value of goods and services in terms of a common unit in order to establish prices, and in order to record transactions. We must be able to compare the value of the commodity with that of another, and thus to establish which goods we will buy with our limited supply of money. With a unit of account it becomes possible to measure the value of production, and of the national wealth. We have already considered the problems of barter where there is no common unit of account, and it does not require much imagination to understand the difficulties that would ensue if all of our output of goods and services and our wealth involved adding up a wide range of goods rather than their monetary value. Our gross national product (GNP) would be quoted as so many cars plus so many ships, and so on, instead of so many millions of pounds. Banking would certainly be impossible in such circumstances.

Store of value The value of money must remain relatively constant; otherwise people would not wish to hold it. That is what is meant by a store of value. Even during periods of rather severe inflation, however, when the value of money has fallen quite rapidly, it has continued to functions as money. But there is limit beyond which confidence in a currency drops so much that the holders of it switch out. of money and into commodities as soon as possible. When such a situation gets out of hand, a country is said to have hyperinflation and the consequence is certain to be that the money supply will have to be replaced. This happened in Germany in 1922-23 and in Hungary after the Second World War, and there have been other examples more recently. Until a new form of money is issued, the community will devise its own form of money by using such things as cigarettes as the medium of exchange and unit of account. There may also be a different unit of account for some purposes during such a period in that a foreign currency, e.g. US dollars, may be used as the unit of account for some contracts.

Standard for deferred payments Money must be a means whereby debts may be measured and recorded and without which all transactions would have to be for cash and there would be no need for banks and other financial institutions. In other words money must be a standard for deferred payments. The majority of transactions between businesses are on credit terms: the supplier sends the goods to the buyer and records the transaction in his books and sends an invoice to the buyer. When the invoice is paid the book debt is paid off. Similarly if an individual buys a car he may pay a deposit and take credit for the remainder under a hire-purchase agreement or maybe a loan from his bank. He then pays off the debt in monthly installments. Such credit transactions would not be possible if money was not acting as a standard for deferred payments.

You will realize. I am sure, that this function is closely allied to the store of value function in that credit is unlikely to be given if the value of money is depreciating rapidly.

Problems that arise with barter

Indivisibility Where an individual has a large indivisible commodity, such as a live cow to dispose of he may experience difficulty in bartering it if only small commodities are offered in exchange. He may end up with a large number of small objects in exchange and then have the problem of disposing of some of them because he has far more than he needs.

Perishable commodities If an individual takes units of a commodity in exchange for his commodity in excess of his immediate needs and these units are perishable, and then an obvious problem arises. How does he store them until they are required or until they can be exchanged for other goods?
Consistency of quality The lack of quality in some goods, especially live animals, makes it difficult to arrive at a constant and recognized rate of exchange, e.g. I sheep equals 3 sacks of corn, so that each such transaction involves striking a fresh bargain.

Double coincidence of wants This is undoubtedly the biggest problem that arises with barter for unless the person disposing of goods can find someone who needs them and has something to offer in exchange which he in rum needs, the swap is unlikely to take place.

THE BIRTH OF THE EURO
From a technical standpoint, the euro was born on December 31, 1998. That was the date when the fixed conversion rates among euro area currencies were determined, and thus when the national currencies were demoted to no decimal denominations of the new currency. The locking in of exchange rates represents the first step toward full monetary integration. For three years beginning in 1999. All money values in the euro area will be expressed either in euros or in national currency on a voluntary basis. Euro notes and coins will be introduced on January 1, 2002. Between that date and June 30. 2002, both euros and national currencies will circulate in parallel. After June 30, 2002, national notes and coins will be exchangeable only at banks. It was also the start of the changeover weekend, during which clearing and settlement systems were retooled and trading positions and accounts redenominated from the old currencies into euros.

Difficulties coupled the launch of the euro

What might have gone wrong at the euro's launch? One danger was that the values of the national currencies might have become misaligned in the months preceding its birth. As established by the European Council meeting in Madrid in December 1995, the euro replaced the European currency unit (ECU) at the rate of one euro for one ECU, valued at market rates on December 31, 1998. Meanwhile, with the goal of providing a clear signal to the markets, bilateral parities for the eleven currencies in the euro had already been set and announced in May 1998.

EU contingency plans, ranging from special authority to exclude unprepared agents from market operations to the introduction of special monetary policy procedures, had been designed to deal with possible market anomalies. But contrary to the prognostications of some Euro skeptics, the outset of EMU was almost gloom-free. No contingency plan was activated. The new payments system of EMU, called TARGET (for Trans-European Automated Real-time Gross settlement Express Transfer), exhibited from the very start a high degree of technical reliability.

But what is truly remarkable about the birth of the euro is not only the smoothness of its delivery, but also the fact that its eight-year gestation did not break away from the timetable and procedures agreed upon in December 1991 at Maastricht. Recall that, just a few months after the drafting of the Maastricht Treaty, the EMS suffered the deepest and longest crisis in its history, generating widespread skepticism about the prospects for European policy cooperation and monetary integration,

In historical perspective, the odds for a successful achievement of EMU were largely set by the policy and institutional response to the 1992-93 crisis. That crisis was rooted in an unresolved policy conflict between Germany and the rest of the system on how to deal with growing price and output asymmetries across countries, related both to the shock of German unification and to the cumulative effect of persistent inflation differentials on intra-European cost competitiveness.

The crisis shattered all remaining enthusiasm for the EMS-based disinflation efforts of the 1980s. As was said at the rime, "fixed exchange rates now seem much less effective as means to price stability than many of us thought before. Therefore, monetary stability and credibility have to be built at home with other means."

Macroeconomic convergence

So, whereas for some countries the crisis led to largely new policy strategies, other countries succeeded, over time, in confirming their political commitment to the Maastricht model of monetary integration through macroeconomic convergence. As regards fiscal policies, most countries adopted some cosmetic and temporary measures to pull their deficits below the formal limit established at Maastricht, but even so, the European fiscal stance did show some fundamental improvement in these years.

Since participation in EMU was conditional on having already achieved low inflation, financial and exchange rate stability, and a small fiscal deficit, the convergence process was designed to enhance macroeconomic policy continuity at the birth of the euro. Whether by means of convergence policies or not, macroeconomic stability was reached in Europe well before the formal launch of the euro. National inflation rates were already extremely low in 1997.
The Manager

An excerpt from
”Increasing Manager. Effectiveness”.
N. Y. 1998.
It's a well-known fact that managers have to make decisions practically every day. It's also true that decisions are made at various levels of an organization all the time. In other words, decision-making is an important and integral part of managerial work.
Decision-making is considered to be a rational process in which a choice is made on the basis of the known facts. But it is not limited to this. Decision-making is a social process, and it requires that managers should not only solve problems, but also find and formulate them. To make effective decisions, managers must be able to understand the various components of the problem which faces them. This is not easy because a great amount of work often prevents managers from planning a course of actions.
However, they can control their activities through planning their time.
Time is a very important factor in managerial performance. How the manager spends his time while in office, has a great impact on the performance of his duties. Moreover, the time-plan can show which decisions the manager will make by himself and which decisions will be made by other people and presented to him for approval. The time-plan can help the manager to determine the time-limit for each item of his day's business activities.
Increasing managerial, effectiveness requires not only time-planning by the manager, but also his ability to make operative corrections in the time-plan in a constantly changing situation. Moreover, the manager should not devise from his day's business plan and should ensure its fulfillment.
The Manager: Role and Responsibilities

An excerpt from
”Increasing Manager. Effectiveness”.
N. Y. 1998.
Managers are coordinators of economic activities in business organizations. Coordination of group efforts is an essential function in a company, and whoever acts as a coordinator is a manager.
Managers do not perform physical tasks which are necessary to produce and sell the goods and services that are the output of the company. All this is done by workers and employees. On the other hand, the latter would be unable to achieve the goal of the organization without the guiding hand of management.
There are literally thousands of decisions in a company about what is to be done, who is to do it and how it is to be done. It is managers who make these decisions and see that they are implemented.
The duties of a manager include: the determination of the best form of organization, development of a control system, budgeting and forecasting. marketing and sales policies, effective performance of .the sales staff, development of improved methods for the planning and control of ordering, handling and sorting out of the materials and supplies, determination of wages and salaries, the establishment of incentives for good performance.
The work of managers is, by no means, confined to manufacturing industries. It is indispensable in offices, banks, mercantile establishments, insurance agencies and other similar activities.
Speaking about personal qualities of a manager it should be noted that he/ she needs energy, good judgment, a sense of reality and a sense of social responsibility. He/she must be persistent in getting at the root of a matter, quick in grasping things and in reaction, and operationally efficient
A manager must be professionally well educated and be knowledgeable in the field of psychology, sociology, management, economics and modern type of business running policy.
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