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1-6SCkepm
nSSERKORKgBIN CkmetgEtskSmxvCaTpSr hrBavt KNenyi yTsats b karfkb

iKg  EtGCahBatbQmrbsBkeKKkarGnvtceNHdg TagenaHenikg sanPaBxsKanGaCvkmmy
stend.  ThrénbeckvTia viasits karneyaK BRkr ngub,Fm)aneFkarpas TBKEngmyeTA
KEngmyeTotedayKanfBEdn  )aneFeGayBPBe BakgakkanttxtCteTArkkareFBaN Ckmngkar
wneysKqgRBEdnedaymnKtBemay eBlevla Pasa c,abThab vb,FmEd IxsKaBRbeTsmy
eTAbeTsmyendteT Edleygehifa BPBelakKEtmy b <one worta~. mannyfaRbeTs
enikgBPBe lakid I xantckKzedayRBEdnerig2xnenl )anmanTnak Tngesdke neya)ay ng
vo,FmnvagKayagstimt Gacnyay )anfamnGacdacec j BKa)an. Ca] TahrNetmanGekteLg
ceBatesdkerbsibeTsChn RosnebfbeTskmCa b éf b RoeTsmycnneTotend ¢ I BPBe 1ak
manvbtesdke bneya)ay? Tagenithyehifask IPavbnykm. sk IPabnykmman\TBI
eThe 1 GaCvkmtd I FabEtRbtbtkgsanPaBibesr  nggayRs It Qmngkarfok thiCg T2
yTsast2 beckyTiaf2 ngmankarpasbryagaabrhs.
ni-gtisk IPabnykmCaG?

sk IPavbnykmCannakartd leqateTArkkarbBa DKanfbBnesdkeskl bl hién
beckiTia vTiasts  karneyaK BAkr  ngvb,FmBkEngmyeTA  kEngmyeTotedayKan
BEdnkNt. krtensk IParbnykmkanEtmankenn kanttxagkgry?eB I bnangacgetkayen.
v-Tsediénsak 1 Pavonlykm

sk IPabnykmmanTsedABrchg2K®

-kareFsk Pa\ﬂbnNkmmpSar Globalization of markets

-kareFskl Pﬂ\ﬂbﬂb’kﬂ]\pllkﬂ]\ Globalization of production
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k-kareFsk I Pa\AankmmpSar Globalization of markets
kareFsk I PavbnykmTpSrsedieThe I karcabGarmNKtrbsRkmhinGnrCatkgkarcab
yKTpSrmanarbSBPBe DakCaCagTpSarkgRsk — bmannyfaT plarmanarb SBPBe Ik CaTplartt

my. “Globalization of markets refers to the fact that in many industries historically distinct
and separate national markets are merging into one huge global marketplace.”

beb,nmanc EnaeqateTrkkareFsk BPavbnykmTpSartamry*karTT HykCask énp I tpll

rsCat KNPaB . 1. énGkeRbr)astd I stendTkEngepsg2Ka. JTahrNKarTT BykCask Hén
pItplePsCkkakLarbsGaemrckag  rfynkamrbsChn. 1. tamry3karbegteGayman
sgdap tp I sk HenH)anbegteGaymanTpsarkanetThay.  CakEsgrkmhn  sony Bk
phtplkoRsk (n sapan) mndl 1s0e¢T. mnfeRkmhnmanRTgRTaytcbFSTELCICT: §
fbeyaCnngrgnvp BotBall B kareFsk I PaonykmTagGs, .

x-kareFsk i Pa\dbnNkm;p | Ftkm\ Globalization of production

kareFsk BPavbnykmp | tkmsedieThe karcahGarmNKtrbstkmhinGnrCatkgkar
eiCserskingpdt bkarptpgvtFatedm bk BagB IkmBRoeTsEd ImanskanB Ledm, Taj yk

plceNj eléfedm. «The globalization of production refers to the tendency among many

firms to source goods and services from different locations around the globe in an attempt to
take advantage of national differences in the cost and quality of factors of production. (labor,
energy, land and capital).”

eFEhbentfkmhnsgimfangGackstbnyéfedmsrb  ngek ImrKNPaB — bmxgarénkar
pltribsBkek  deenHiabgPaBgayRs I d Ifkmhinkgkarfbk tRbECoRbkbedayRbsTPaB.
JTahrNRkmhin Boeing  Ctkmhinp | tynehatdFrbs shirdGaemrc)anp I tynehateday
manEpkAtvp 1 tennisz sooSmasFatec j Bokptpgcnn545xs2KaCvBPBelak.  kgend
tkmhinCbn8CackptpgTar ngsah ERkmhindéTeTotp Itmasn bekiGGgy. 1. mannnskar
myeTot)anek tmantd BBmnmnEd EmankRkmhinGaemremyenntd IFsbp I tplent shird-
Gaemreehy BkenAGaemrcEtmgenatt )anpashreTAp BtenitbeTscn b\Na  ngdkCBaneTA
I kendGeemrengRbeT saeTeTotkgBPBe Hakv .
v-hBehténsak i PaanNkm\ Drivers of globalization

karChm J eGay sak I Pavbnykmek teLgmank taCaefen kgenatmanbBehtBrsxan2 K2

-karkatbnyenr)agBaNCkmngneysKrbsRbeTsmycnn

The decline of barriers to trade and investment ()

-perbr RenbeckyTia Technological change.

k-karkatbnyénr)agBsNCkmngvneyaKrbsbeTsmycnn

The decline of barriers to trade and investment
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kareFBaNCkmGnrCatek teLgendeB Ifkmhinmynaec j p I tp EbesukmrbsxneT
TpSarGkeRbR)askd | steniRbeT ST .

Brnmanr)agBaNCkmCaetcnEd I raragkarBBaNCkmGnrCatdcCaBnnacIxs ks
bryakasc,abBaNCkmtgrg ng IkxNnanakgkardakBakivneyaKCaedm. bBzaTagGsent)an
Fychoncmg2cibtagBTSVtS 1930's.  bnabBshgame DakeIkT2  fbeTs]sihkmF2
éne lakxag I ccabepmdkec g nvr)agnanaedm,cGayman I hrénp B tpl esvkm ng edmTn
nagRbeTsmyeTAbeT smyeTotedayesr. eRkamkciBmetBig General Agreement on Tariffs
and Trade or GATT ROETSRbEN 1Cag140)anc BrmercarkankteRcne Ikarkatbnyr)agBn
(tariffs tax) ngeFeGabeesrceBaHlkXNBaNCkm (e.g. intellectual property, trade in
services)BpSg2eTrtSedieFeGayRbesrceBatkareFBANCkmnagKa. — kgenaismTp BenkcBm
eRBagmyenA uruguay round )anbBabenkixF 0a1993 Ed Bkanttkathnynvr)agBaNCkmnan
ngkanEteFeGayRbesrceBaesvkmkgkareFBaN Ckmrmmanc abkms ThBa karBar)atg pakng
SB#BNCkmrbstkmhinCaedm. — elSBenk Uruguay round  )anbegteGaymanynkar
international trading system tdlehifa Gg//(ifﬁz?/vﬁ/(//ﬂpﬁé’li/( (WTO) kgkartamdan
karGnvt ngkaredifsayhBasenkareFBaN CkmesrbsBPBe lakpgtar.

(Average tariff rates have fallen significantly since 1950’s, and under the Uruguay agreement,
they have approached 3.9 percent by 2000. This removal of barriers to trade has taken place
in conjunction with increased trade, world output, and foreign direct investment.)

kareFeGabeesrceBaHIkixaneyaK)aneFeGaymankenn Foreign direct Investment
(FD1y. enhcenaoa 1985 d I 1995 GaftakeNnénBaNCkmBPBe lakmanrhitd 1 s13sbittion
kgenaHGkvneyaKbreTSFzman shrdGamrc Chn N Western European. For example,

Japanese auto companies have been investing rapidly in Asian, European, and U.S auto

assembly operations.

X-bErbril énbeckyTia Technological change.

Tngngkarfyctenr)agBaNCkmed B eFeGay sk I PavonykmenTpSngp I tkmGac
ihBteTA)anenat karwtenbeckyTiak Janc I rmcEN keFeGaynnakarenHkanEtrkdda B pgEdr .

CakEsgvtmanén Tele-Communication, Computer Machine, Internet Technology

ngheckyTiaeGLcrtncepSg2eTot)angFeGaykarrsend karksan kareFBINCkm ngkarfokt
thiCg)anpasbr.  kardkCBanedayynehatt  rfePg  ngk)al )aneFeGay Lhrénp I tpl
ngB KkrhrBkEngmyeTAkEngmyCv g BPBe HakesrKantdnkN't. - karTnakTngKangkarbBan
Tnnytamry® email ngkartsgrkBtman ngkareFBANCKmEMIY® internet (eCommerce)
JanekteLg. kareFBaN CkmF2ngEbk2)anrkdHaa l TahrNvsy FnaKar Fanarabrg dkCBan

ng kar anj eday Internet (Www.amazon.com, www.ebay.com , Www.yahoo.com ...).
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beckyTia)anedrtryagsxankgkareFeGayRbesreLgnv EkxNrsenirbsmnsSCatpgng
crmkgkarbe IgnPaBsKsaj epSg2encgakp Itkmngesvkmpgtdr. karRbktRbtCgedaykar
bEnmtel ngkatbnyefedmenkarp I tedaybeckvTiaty)aneRbR)asedayrkmhnbehb,n

(ATM machine, Internet Bank, Online Sale of Airasia.com).
VI—karpaS;b‘mbPaBrbs;eSd\MdsakI The changing demographics of the global economy

endTsivtS60 mank taBt4td 1 BNInaGBRbCasatsenesdkesk 1

-shrdGaemrcCatbeTstd IRKbdNbe BesdkengBaNCkmrbsBPBe Hak

-shrdGamrcCaibeT seka D edienkarmneyaKBekirbe T std IminskanB |

-shrdGaemrcCatbeT std EmantkmhnGnrCateicnCagek

-BakkNa I énfbeTskmynsmnGacc 1eTieFBaNCkmGnrCatenifbeTse Dakxag I c.

behnktaBtTagdxag I )anpasbrngkBgpashryagsebm kgendtkarpashr Tagenat
rmmanddcxageRkam®

-karpas;b[rr\bPaBén world output and world trade

'karpaS;b‘mbPHBén Foreign Direct Investment

karpashrrbPaBins hikasGnrCat

KarpashrrPaBén 1 dibe I xrbspbeTskigBPBe 12k

-k-karpas;b}rﬂbPaBén world output and world trade

300aeRkayenhkarFakcHCENKTp%rén world output S ShrdGagmrekantteien

edayCnsmkyj nibeTs]skhkmf2 mycnndcCa Galmg )arag ConCagdm. karFakchend
GachneTotenkeB IRbeTs | sankmf2kBgngbnBiggsmtPiBrbsxndcCa cn ker mels
Cagdm. xagefkamCataraghga j BKarpashrénTrg world output and trade.

The changing pattern of World output and trade

Country Share of world output | Share of world output | Share of world output
1963 (%) 1985 (%) 1995 (%)

United States | 40.3 21.9 12.2

Japan 5.5 8.2 94

Germany 9.7 4.3 101

France 6.3 3.5 5.6

United 6.5 3.4 49

kingdom

Italy 3.4 3.2 4.5
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Canada 3.0 2.1 3.9

'X'karpaS;b‘mbPaBén Foreign Direct Investment

fbPBngeka ledArbskanneyaKpal BoreTs )anpashrpgtd Ingbnangaent.  shrdGa
emrc  ngRoeTs]sShkmmycnnt BgCaeka ledingCacncTakTa g enkarneyaKGnrCateTot
ehy. RbeTscn \Nens entNam ¢f kmCa CaeKa | edkF2enkarneyaKrosuneyaKGniCat.

“The U.S firms accounted for 66.3% of the worldwide FDI flow in 1960s. British
firms were second, accounting for 10.5 % while Japanese firms were a distant third,
with only 2%.”

share of FDI IDSRKMAINGaemrc)anFakchCabnbnabB a0 endga 1980 ngmk 25%
emga 1994.
K-karpasbrrbPaBéns hRKasGnrCat

Definition: A multinational enterprise is any business that has productive activities in
two or more countries.

shikasGnrCatF2bch,nmnimnttshrdGaemreeT — mankarTT K salnveQatftkmhin

2 (brand names) Caskl CaeRCﬂkBgektmaﬂdCCH3

Japan: SONY, PHILIPS, TOSHIBA, TOYOTA, HONDA...
Korea: LG, SUMSUNG, KIA, HYANDAI...
Germany: BMW, G.W Barth...

'K'karpaS;b‘mbPaBén Hdibel XrbS;RbeTSMgBiPBe B3k The changing world order:

Rank Rank Rank Rank
1004 1097 1098 1000
T 1 US4 | US4 1 US4 1
Singapore 2 Singapore 2 Singapore 2 Singapore 2
Hong Kong 3 Hongkons 3 Hongkong 3 Luzembourg 3
Tapat 4 Finland 4 Metherlands 4 Metherlands 4
Trenmark 5\ M orway 5 Finland 5 Switzerland 5
Morway i Methetlands 6 Motrway f Hongkong 4
Metherlands 7 Switzerland 7 Switzerland 7 Drenmark T
Tuzembourg Drenatk 3 Dentnark 8 Cermany g
Switzerland Tapat 9 Luzembourg 9 Canada C|
Cermany Canada 10 Canada 10 Treland 10
New Zealand 11 Britain 11 Ireland 11 Australia 12
Canada 12 Tuzembourg 12 Britain 12 Morway 13
MNew Zealand 13 Mew Zealand 13 Swredet 14
Finland 5 Cermany 14 Cermany 14 Britain 15
reland 15 Australia 15 Tapan 16
Britain /19/’, Tatwan /lﬁf" Tatwrat 17i
Treland 22 Tapan 18

Review Question:

1. What is globalization?

2. Discuss the changing demographics of the global economy
3. What are the drivers of globalization?

4. s globalization prosperity or impoverishment?
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More Reading
The globalization debate: prosperity or impoverishment?

Is the shift toward a more integrated and interdependent global economy a good thing?
There are three major criticism against globalizations. These are:

O Reduced jobs and incomes
O It encourages poor labor practices and environmental policies
O National sovereignty of the countries are getting limited

While many economists, politicians and business leaders seem to think so, globalization is not without
its critics. Globalization stimulates economic growth, raises the incomes of consumers, and helps to
create jobs in all countries that choose to participate in the global economy. Some of this growth,
however, creates “sweatshop” jobs, increases pollution, and draws people from the countryside into
ever more crowded cities and slums.

Globalization; jobs and incomes:

One major criticism against globalization is that compared to creating jobs it actually destroys
manufacturing jobs in the wealthy advanced countries like US. These critics argue that, falling trade
barriers allow the firms to move their manufacturing activities to countries where wage rates are much
lower.

In developed countries, labor leaders lament the loss of good paying jobs to low wage countries. When
the NAFTA agreement was signed, some politicians warned of a hearing a “giant sucking sound” as
jobs left USA for Mexico. Even if the jobs are not lost, it creates downward pressure on wages in
industries where overseas production is a viable option. The availability of jobs for unskilled workers is
clearly threatened when those jobs can be more efficiently performed elsewhere. One solution to this
problem is to increase the education and training of workers in developed countries to maintain
employment, and simply let the unskilled jobs go to locations where unskilled workers will accept lower
wages.

Bartlett and Steele, two journalists form Philadelphia Inquirer News paper, cite the case of Harwood
industries, a US clothing manufacturer that closed US operations, where it paid workers $9 per hour,
and shifted manufacturing to Honduras, where workers receive 48 cents per hour. They argue because
of free trade, the wage rates of poorer Americans have fallen significantly over the years.

Supporters of globalization reply that these critics miss the essential point about free trade- the benefits
outweigh the costs. They argue that free trade results in countries specializing in the production of those
goods and services that hey can produce more efficiently from other countries. Even though there is
dislocation of jobs but the whole economy is better off as a result.

According to this view, it makes little sense for the US to produce textiles at home when they can
produce textiles at la lower cost in Honduras or China. Importing textiles from China leads to lowering
costs for cloths in US, which results in US consumers spend less on textiles and more on other items.

At the same time, the increased income generated in China, from textile exports increases income
levels in that country, which helps the Chinese to purchase more products produced in US like, Boeing
Jets, Intel Computers, Microsoft Software and Motorola cellular phones.

Therefore, supporter of global trade, argue that free trade benefits all countries.
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Labor polices and globalization

One of the criticisms against globalization is that free trade encourages developed nations to move
manufacturing facilities offshore to less developed countries that lack adequate regulations to protect
labor and the environment. They feel that free trade can lead to an increase in pollution and exploitation
of labor of less developed nations.

Lower labor costs are only one of the reasons why a firm may seek to expand in developing countries.
These countries may also have lower standards on environmental controls and workplace safety.
Nevertheless, since investment typically leads to higher living standards, there is often pressure to
increase safety regulations to international levels. No country wants to be known for its poor record on
health and human safety. Thus, supporters of globalization argue that foreign investment often helps a
country to raise its standards.

There is also political and economic pressure on firms not to exploit labor or the environment in
overseas operations. Western firms have been the subjects of consumer boycotts when it has been
revealed that they, or their independent suppliers, operate at standards below that in developed
countries.

National sovereignty and globalization:

With the development of the WTO (World Trade Organization) and other multilateral organizations
such as the EU (European Union) and NAFTA (North American Free trade Agreement), countries
and localities necessarily give up some authority over their actions. If the USA wanted to “protect its
domestic lumber industry” by preventing imports of lumber from Canada, the dispute would likely be
settled by an international arbitration panel set up by the NAFTA agreement or the WTO. Because of its
trade agreements, the USA would likely be forced to open its markets to importation of lower cost,
higher quality Canadian lumber. While this would clearly be good for consumers, the domestic lumber
industry would protest. While clearly some sovereignty (independence) has been surrendered, it has
been done to protect the best interests of consumers. If a nation wanted to retreat into a more
protectionist position, it could clearly choose to withdraw from its international agreements.

“Under the new system, many decisions, which affect billions of people, are no longer made by
local or national Government, but instead, if challenged by any WTO member nation, would be
deferred to a group of unelected bureaucrats sitting behind closed doors in Geneva, (HQs of
WTO)... at risk is the very basis of democracy and accountable decision making.”

Ralph Nader, US environmentalist and consumer rights advocate.

Managing in the global marketplace:

Definition: An International business is any firm that engages in international trade or
investment.

A firm does not have to be a MNC investing directly in operations in other countries to engage in
International Business. All a firm has to do is to start exporting products or importing products from other
countries. As the world shift toward a truly integrated global economy, more firms, both the large and
small, are becoming intentional businesses.

As their organizations increasingly engage in cross-border trade and investment, it means managers
need to recognize that the task of managing an international business differs from that of managing a
purely domestic business in many ways. Countries differ in their cultures, political systems, economic
systems, legal systems, and levels of economic development.
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These differences require that business people vary their practices country by country, recognizing what
changes are required to operate effectively. It is necessary to strike a balance between adaptation and
maintaining global consistency, however. Coca-Cola would not be as successful, nor would Coke be
Coke, if it tasted like ginseng in one country, lemon in another, and rhubarb in a third. Clearly, some
adaptations need to be made to correspond with local regulations and distribution systems, but some
things need also remain consistent in order to benefit from economies of scale in advertising and
production.

As a result of making local adaptations, the complexity of international business is clearly greater than
that of a purely domestic firm. Firms need to decide which countries to enter, what mode of entry to use,
and which countries to avoid. Rules and regulations also differ, as do currencies and languages.

Managing an international business is different from managing a purely domestic business for at least
four reasons: (a) countries differ, (b) the range of problems and manager faces is greater and more
complex, (c) an international business must find ways to work within the limits imposed by governmental
intervention and the global trading system, and (d) international transactions require converting funds
and being susceptible to exchange rate changes.
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