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emeronTI1 

karEsVgyl;GMBIsklPavUbnIkmµ 
Understanding Globalization 

I-eKalbMNg 
bnÞab;BIbBa©b;emeronTI1EdlCaemroncab;epþIménkarRKb;RKgGnþrCati nisSitnwg)anEsVgyl;GMBI  

-etIsklPavUbnIykmµCaGVI? 
-buBVehtuénsklPavUbnIykmµ 

 -\T§iBlénsklPavUbnIykmµ 
-»kasnigkarKMramkMEhgénsklPavUbnIykmµ 

II-esckþIepþIm 
 nisSitRKb;RKgBaNiC©kmµEtgEtsikSamuxviC¢aTIpSar hirBaØvtßú KNenyü yuT§saRsþ b¤ karRKb; 
RKg  EtGVICabBaðaRbQmrbs;BYkeKKWkarGnuvtþcMeNHdwgTaMgenaHenAkñúgsßanPaBxusKñaénGaCIvkmµmYy 
sßitenA. lMhUrénbec©kviTüa viTüasaRsþ karvinieyaK Blkr nigvb,Fm’)aneFVIkarpøas;TIBIkEnøgmYyeTA 
kEnøgmYyeTotedayKµanRBMEdn )aneFVIeGayBiPBelakgakkan;EtxitCiteTArkkareFVIBaNiC¢kmµnigkar 
vinieyaKqøgRBMEdnedayminKitBIcm¶ay eBlevla Pasa c,ab;TMlab; vb,Fm’EdlxusKñaBIRbeTsmYy 
eTARbeTsmYyenaHeT EdleyIgehAfa  :BiPBelakKWEtmYy : b¤ “One World”. mann½yfaRbeTs 
enAkñúgBiPBelakEdlxan;EckKñaedayRBMEdnerog²xøÜnenH )anmanTMnak;TMngesdækic© neya)ay nig 
vb,Fm’rvagKñay:ags¥itrmYt Gacniyay)anfaminGacdac;ecjBIKña)an. Ca]TahrN_etImanGVIekIteLIg 
cMeBaHesdækic©rbs;RbeTsCb:un RbsinebIRbeTskm<úCa b¤ éf b¤ RbeTsmYycMnYneTotenA elIBiPBelak 
manvibtþesdækic© b¤neya)ay? TaMgenHehIyehAfasklPavUbnIykmµ. sklPavUbnIykmµman\T§iBl 
eTAelIGaCIvkmµEdlFøab;EtRbtibtþkñúgsßanPaBRbesIr niggayRsYlRtUvRbQmnigkarRbkYtRbECgfµI² 
yuT§saRsþfIµ² bec©kviTüafµI² nwgmankarpøas;bþÚry:agqab;rh½s.  
III-etIsklPavUbnIykmµCaGVI? 

 sklPavUbnIykmµCaninñakarEdleq<aHeTArkkarbBa©ÚlKñaénRbBn½§esdækic©skl b¤lMhUrén 
bec©kviTüa viTüasaRsþ karvinieyaK Blkr nigvb,Fm’BIkEnøgmYyeTA kEnøgmYyeTotedayKµan 
RBMEdnkMNt;. kMriténsklPavUbnIykmµkan;EtmankMenIn kan;EtxøaMgkñúgry³eBlb:unµanqñaMcugeRkayenH. 
IV-TisedAénsaklPavUbnIykmµ 

sklPavUbnIykmµmanTisedABIrcMbg²KW³ 
-kareFVIsklPavUbnIykmµTIpSar Globalization of markets 
-kareFVIsklPavUbnIykmµplitkmµ Globalization of production 
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k-kareFVIsklPavUbnIykmµTIpSar Globalization of markets 
kareFVIsklPavUbnIykmµTIpSarsMedAeTAelIkarcab;GarmµN_Kitrbs;Rkumh‘unGnþrCatikñúgkarcab;

ykTIpSarnanarbs;BiPBelakCaCagTIpSarkñúgRsuk b¤mann½yfaTIpSarnanarbs;BiPBelakCaTIpSarEt 
mYy. “Globalization of markets refers to the fact that in many industries historically distinct 

and separate national markets are merging into one huge global marketplace.” 

    bc©úb,nñmanclnaeq<aHeTArkkareFVIsklPavUbnIykmµTIpSartamry³karTTYlykCasklénplitpl 
rsCati KuNPaB .l. énGñkeRbIR)as;EdlsßitenATIkEnøgepSg²Kña. ]TahrN_karTTYlykCasklén 
plitplePsC¢³kUkakULarbs;GaemrickaMg rfynþkamrIrbs;Cb:un.l. tamry³karbegáIteGayman 
sþg;daplitplsklenH)anbegáIteGaymanTIpSarkan;EtTUlay. Cak;EsþgRkumh‘un  Sony lk; 
plitplkñúgRsuk (in Japan) mindl; 15%eT. minfaRkumh‘unmanRTg;RTaytUcb¤FMsuT§EtGacTaj 
RbeyaCn_nigrgnUvplb:HBal;BI kareFVIsklPavUbnIykmµTaMgGs; . 

x-kareFVIsklPavUbnIykmµplitkmµ Globalization of production 
 kareFVIsklPavUbnIykmµplitkmµsMedAeTAelIkarcab;GarmµN_Kitrbs;Rkumh‘unGnþrCatikñúgkar 
eRCIserIskEnøgplit b¤karpÁt;pÁg;vtßúFatuedIm b¤kMlaMgBlkmµBIRbeTsEdlmanskþanuBledIm,ITajyk 
plcMeNjelIéføedIm. “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).” 

eFVIEbbenHRkumh‘unsgÄwmfanigGackat;bnßyéføedImsrub nigEklm¥rKuNPaB b¤muxgarénkar 
plitrbs;BYkeK dUcenHvabgáPaBgayRsYldl;Rkumh‘unkñúgkarRbkYtRbECgRbkbedayRbsiT§PaB. 
]TahrN_Rkumh‘un Boeing CaRkumh‘unplitynþehaHd_FMrbs;shrdæGaemric)anplitynþehaHeday 
manEpñkRtUvplitcMnYn132,500smasFatuecjBIGñkpÁt;pÁg;cMnYn545xus²KñaCMuvijBiPBelak. kñúgenaH 
Rkumh‘unCb:un8CaGñkpÁt;pÁg;TVar nigsøab ÉRkumh‘undéTeTotplitma:sIun b¤ekAGIGgÁúy.l. manninñakar 
mYyeTot)anekItmanEdlBImunminEdlmanKWRkumh‘unGaemricmYycMnYnEdlFøab;plitplenA shrdæ- 
GaemricehIylk;enAGaemricEtmþgenaH )anpøas;bþÚreTAplitenARbeTscin b ¤\NÐa nigdwkCBa¢ÚneTA 
lk;enAGaemricnigRbeTsd ¾éTeTotkñúgBiPBelakvij. 
V-buBVehtuénsaklPavUbnIykmµ Drivers of globalization 

karCRmujeGaysaklPavUbnIykmµekIteLIgmanktþaCaeRcIn kñúgenaHmanbuBVehtuBIrsMxan;² KW³ 
-karkat;bnßyénr)aMgBaNiC¢kmµnigvinieyaKrbs;RbeTsmYycMnYn  
The decline of barriers to trade and investment nig 
-bMErbMrYlénbec©kviTüa Technological change. 
k-karkat;bnßyénr)aMgBaNiC¢kmµnigvinieyaKrbs;RbeTsmYycMnYn  
The decline of barriers to trade and investment 
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kareFVIBaNiC¢kmµGnþrCatiekIteLIgenAeBlRkumh‘unmYynaMecjplitplb¤esvkmµrbs;xøÜneTA 
TIpSarGñkeRbIR)as;EdlsßitenARbeTsd¾éT. 
 BImunmanr)aMgBaNiC¢kmµCaeRcInEdlraraMgkarBIBaNiC¢kmµGnþrCatidUcCaBn§naMcUlx<s; ktþa 
briyakasc,ab;BaNiC¢kmµtwgrwg niglkçxNÐnanakñúgkardak;BaküvinieyaKCaedIm. bBaðaTaMgGs;enH)an 
fycuHbnþicmþg²cab;taMgBITsvtS 1930’s.  bnÞab;BIsRgÁamelakelIkTI2 RbeTs]sSahkmµFM² 
énelakxagliccab;epþImdkecjnUvr)aMgnanaedIm,IeGaymanlMhUrénplitpl esvkmµ nig edImTn; 
rvagRbeTsmYyeTARbeTsmYyeTotedayesrI. eRkamkic©RBmeRBog General Agreement on Tariffs 

and Trade or GATT RbeTsRbEhlCag140)ancUlrYmcrcarkan;EteRcInelIkarkat;bnßyr)aMgBn§ 
(tariffs tax) nigeFVIeGayRbesIrcMeBaHlkçxNÐBaNiC¢kmµ (e.g. intellectual property, trade in 

services)epSg²eTotsMedAeFVIeGayRbesIrcMeBaHkareFVIBaNiC¢kmµrvagKña. kñúgenaHsmµT§iplénkic©RBm 
eRBogmYyehA Uruguay round )anbBa©b;enAExFñÚ qñaM1993 Edlkan;Etkat;bnßynUvr)aMgBaNiC¢kmµnana 
nigkan;EteFVIeGayRbesIrcMeBaHesvkmµkñúgkareFVIBaNiC¢kmµrYmmanc,ab;kmµsiT§bBaØa karBar)a:tg; pøaknig 
sBaØaBNiC¢kmµrbs;Rkumh‘unCaedIm.   elIsBIenH Uruguay round )anbegáIteGaymanynþkar 
international trading system EdlehAfa GgÁkarBaNiC¢kmµBiPBelak (WTO) kñúgkartamdan 
karGnuvtþ nigkaredaHRsaybBaðaénkareFVIBaNiC¢kmµesrIrbs;BiPBelakpgEdr.  
(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.)  

kareFVIeGayRbesIrcMeBaHlkçxNÐvinieyaK)aneFVIeGaymankMenIn Foreign direct Investment 

(FDI). enAcenøaHqñaM 1985 dl; 1995 GaRtakMeNInénBaNiC¢kmµBiPBelakmanrhUtdl; $135billion 
kñúgenaHGñkvinieyaKbreTsFM²man shrdæGaemric Cb:un nig Western European. For example, 

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

assembly operations. 
x-bMErbMrYlénbec©kviTüa Technological change. 
TnÞwgnwgkarfycuHénr)aMgBaNiC¢kmµEdleFVIeGaysklPavUbnIykmµénTIpSanigplitkmµGac 

RbBwtþeTA)anenaH karvivtþénbec©kviTüak¾)ancUlrYmcMENkeFVIeGayninñakarenHkan;EtrIkduHdalpgEdr.    
        Cak;Esþgvtþmanén Tele-Communication, Computer Machine, Internet Technology 
nigbec©kviTüaeGLicRtUnicepSg²eTot)aneFVIeGaykarrs;enA karkMsanþ kareFVIBaNiC¢kmµ nigkarRbkYt 
RbECg)anpøas;bþÚr. kardwkCBa¢ÚnedayynþehaH rfePøIg nigk)a:l;)aneFVIeGaylMhUrénplitpl 
nigBlkrhUrBIkEnøgmYyeTAkEnøgmYyCMuvijBiPBelakesÞIrKµanEdnkMNt;. karTMnak;TMngKñanigkarbBa¢Ún 
Tinñn½ytamry³ Email nigkarEsVgrkBt’man nigkareFVIBaNiC¢kmµtamry³ Internet (eCommerce) 
)anekIteLIg. kareFVIBaNiC¢kmµfµI²nigEbøk²)anrIkduHdal]TahrN_vis½y FnaKar Fanar:ab;rg dwkCBa¢Ún 
nig karlk;TMnijeday Internet (www.amazon.com, www.ebay.com , www.yahoo.com ...).  

http://www.investorwords.com/2159/General_Agreement_on_Tariffs_and_Trade.html
http://www.investorwords.com/2159/General_Agreement_on_Tariffs_and_Trade.html
http://www.amazon.com/
http://www.ebay.com/
http://www.yahoo.com/
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       bec©kviTüa)anedIrtYry:agsMxan;kñúgkareFVIeGayRbesIreLIgnUvlkçxNÐrs;enArbs;mnusSCatipgnig 
cUrrYmkñúgkarbMElgnUvPaBsµúKsµajepSg²éncgVak;plitkmµnigesvkmµpgEdr. karRbkYtRbECgedaykar  
bEnßmtMél nigkat;bnßyéføedIménkarplitedaybec©kviTüaRtUv)aneRbIR)as;edayRkumh‘unbc©úb,nñ  
(ATM machine, Internet Bank, Online Sale of Airasia.com). 

VI-karpøas;bþÚrrUbPaBrbs;esdækic©sakl The changing demographics of the global economy 

enATsSvtS60 manktþaBit4EdlBN’naGMBIRbCasaRsþénesdækic©skl³ 
-shrdæGaemricCaRbeTsEdlRKbdNþb;elIesdækic©nigBaNiC¢kmµrbs;BiPBelak  
-shrdæGaemricCaRbeTseKaledAénkarvinieyaKBIeRkARbeTsEdlmanskþanuBl 
-shrdæGaemricCaRbeTsEdlmanRkumh‘unGnþrCatieRcInCageK 
-Bak;kNþalénRbeTskuMmuynIsminGaccUleTAeFVIBaNiC¢kmµGnþrCatienARbeTselakxaglic. 
bc©úb,nñktþaBitTaMg4xaglI)anpøas;bþÚrnigkMBugpøas;bþÚry:agsMebIm kñúgenaHkarpøas;bþÚr TaMgenaH  

rYmman4dUcxageRkam³ 
 -karpøas;bþÚrrUbPaBén world output and world trade 
 -karpøas;bþÚrrUbPaBén Foreign Direct Investment 

-karpøas;bþÚrrUbPaBénshRKasGnþrCati  
-karpøas;bþÚrrUbPaBénlMdab;elxrbs;RbeTskñúgBiPBelak  
-k-karpøas;bþÚrrUbPaBén world output and world trade 

30qñaMeRkayenHkarFøak;cuHcMENkTIpSarén world output rbs;shrdæGaemrickan;EteRcIn  
edayCMnYsmkvijnUvRbeTs]sSahkmµfIµ² mYycMnYndUcCa GaløIm:g; )araMg Cb:unCaedIm. karFøak;cuHenH 
GacbnþeTotenAeBlRbeTs]sSahkmµfIµ²kMBugnigbnþBRgwgsmtßPaBrbs;xøÜndUcCa cin kUer: m:aeLsIu 
CaedIm. xageRkamCataragbgðajBIkarpøas;bþÚrénTMrg;  World output and trade. 

 
The changing pattern of World output and trade 
Country 
 

Share of world output 
1963 (%) 
 

Share of world output 
1985 (%) 
 

Share of world output 
1995 (%) 
 

United States 
 

40.3 
 

21.9 
 

12.2 
 

Japan 
 

5.5 
 

8.2 
 

9.4 
 

Germany 
 

9.7 
 

4.3 
 

10.1 
 

France 
 

6.3 
 

3.5 
 

5.6 
 

United 
kingdom 

6.5 3.4 4.9 

Italy 3.4 3.2 4.5 
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Canada 3.0 2.1 3.9 

 

 -x-karpøas;bþÚrrUbPaBén Foreign Direct Investment 
 RbPBnigeKaledArbs;karvinieyaKpÞal;BIbreTs)anpøas;bþÚrpgEdlnab:unµanqñaMenH. shrdæGa 
emric nigRbeTs]sShkmµmYycMnYnElgCaeKaledAnigCacMnucTak;TajénkarvinieyaKGnþrCatieTot 
ehIy. RbeTscin \NÐÚensIu evotNam éf km<úCa CaeKaledAfµI²énkarvinieyaKrbs;vinieyaKGnþrCati. 

“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 rbs;Rkumh‘unGaemric)anFøak;cuHCabnþbnÞab;BI 44% enAqñaM 1980 nigmk 25% 
enAqñaM 1994.  

-K-karpøas;bþÚrrUbPaBénshRKasGnþrCati  
Definition: A multinational enterprise is any business that has productive activities in 

two or more countries. 

 shRKasGnþrCatiFM²bc©úb,nñminEmnEtshrdæGaemriceT mankarTTYlsÁal;nUveQµaHRkumh‘un 
fµI² (brand names) CasklCaeRcInkMBugekItmandUcCa³ 
 Japan: SONY, PHILIPS, TOSHIBA, TOYOTA, HONDA... 
 Korea: LG, SUMSUNG, KIA, HYANDAI... 
 Germany: BMW, G.W Barth... 

-K-karpøas;bþÚrrUbPaBénlMdab;elxrbs;RbeTskñúgBiPBelak The changing world order: 
 

 
Review Question: 
1. What is globalization? 
2. Discuss the changing demographics of the global economy 
3.   What are the drivers of globalization?  
4.   Is 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: 
 

ó Reduced jobs and incomes 

ó It encourages poor labor practices and environmental policies  

ó 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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