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Globalization and s, ALIZATION AND LIBERALIZATION
0 f h erati Q . L o . Ry .
o increase their base of 0::“:301 . dlrecuy linked vith gl other, It has allawed compgnies
provide new services 3 broag l;z;\e);pc‘?f“d }}i_eir wcjrkfép‘r‘cé' with mnmmalinvest’me{nts and
anintegral part of the recent economje pf;::;e?:] “i?dzhbeypl&:gesslff globali%ation has been
| ia. It has

in export-led\ grtinvth, leading‘ to the enlargement of thejob maket in xﬁ}«:ayed a major role
pre Liberalization Period ang (‘;i;baliz;ﬁ{,‘n" ey ,i;,’ s ot
From independence ] the later Part of the e

1980, India‘economic approach wé's,fnain'iy
mse:ro:mg]z::z? s:;;:?e%tml and a centrally operateq market, The ,cofrftry did not have a
prop market anqd foreign investments were also not coming in. This

did not do anything gooq 1o the econom; e L
dandard of living did Yot goup, C condition of the country and as such the

fn the 1980s, SI1ess was given on globalization anq liberalization of the market by
the Co'ngress government under Rajiv Gandhi. In his government teriure, plenty of
restrictions. were abolished o a number of Sectors and the regulations on pricing were
also put off. Effort Was.also put to inéféésfé the Toriaitiin of the' GDP'of the cotittry and to
increage exports. . . .. . . DR L T ' oon
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Even'if the .eéoho_ihié‘fjl_iB(é';a:li\_ZaHbi.if'-;'iibﬁ‘g‘
support and the country remained in jts backward economic State: THe itnports started

usked the country for the bailgyt loan, The fali of ‘the ‘Soviet Uni

business market of India, also aggravated the problem. The éoun‘tzy at .th.isAéta'ge was in
need of an immedjate economic reform, | L § e ;

: ,' ol - A et me
Liberalization in the 1990s : .

. HE b A A .
It was in the 1990s that the first initiation towards globali.zatipn and economic
liberalization was undertaken by Dr Manmohan Singh, who was the Finance Minister of

India under the Congress govemment headed by P.V. Narasimha Rao. Tl'ﬁs is perﬂ.aps'the
Milestone in the economic growth if India and it aimed towards welcommg globa.hzatlon.
Since the: liberalization plan, the economic condition gradually ‘stz.arte‘d improving and
day India is one of the fastest growing economies in the, world with an average yeatly
sowth rate of around 6-7%. A ' ' o

Impact of Globalization i Tt T
1ty 601, v ey Sl a6 e
billion; inflag oii Wi é::;; a soaring high of 17%, highest level of fiscal*deficit; and foreign
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% the best time for us to realize the importance of gvlobahza_nq> .
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rior stainless steel razor blade, if feared
Jacements and sales. Thus, the company
chnology to Wilkinson, a British
d use the technology only in the
troduced and sold

When-the Gillette company developed a supe
that such a superior product might mean fewer rep
decided not to market it. Instead, Gillette sold the te
garden tool manufacturer, thinking that Wilkinson woul Ao
production of garden tools. When Wilkinson Su:ord Blades were
quickly, Gillette understood the magnitude ofits mistake. A ' 3

The transfer of technology is essential for attaining  high level of mdl;:slglla] ;:Pabrg;y;
and competitiveness. Multinational corporations are playing an increasingly import

3 i d production, marketin,
role in technology transfer because they invest abroad to expan ngs A thi

and research activities. There is also a growing consd(?usness amo P e ol
need to increase technology transfer to the developing countries p ilise

economic and social conditions.
In spite of the many differences in social, pol

conditions, there are some common characteristi o
developing countries. The most common technology transfe

litical, cultural, geographic and economic
s in the technological environments of
m industrialised to

Likely benefis Adverse effects
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Technology Envirofiment

IeteE DUL lerm.s ‘method’ and ‘technique’ refer not only to
innovation, the), refers 1o the incregen 1 12 107 accomplishing a task. Technological
discovery of a new or improved me. g l“‘°""le'dge, the improvement in skills, or the
“High technology has bec ,m that extends people's ability to achieve a given task.
consumer habits. the Veryoc{}?:r:::, aoflorce of nature. It transforms the economy, schools,
urge their children to study t; mmmumnj‘)dem life. Investors pour money into it; parents
astyle; politicians push it as 3 panacea ”

and th

technology is usually referred to as |5

bour-i - H
the other hand, is generally termeq capi ur-intensive. A highly advanced technology, on

tal- intensive,

i lJChimges :1 FhE}EChnologica; environment have had some of the most dramatic effects

 Of business. & company may be thoroughly committed to a particular type of technology,
and may have made mizjor Investments in equipment and trainin, g only to see a new, more
mnovitive and cost-effective technology emerge. Indeed, the managing director of a
L g Organisation manufacturing heavy machinery once said that the hardest
part of his job had nothing to do with unions, pay or products, but with whether or not
to spend money on the latest technologically improved equipment.

Computer technology has had an enormous impact on education and health care, to
name but two areas affected. The advancements in medical technology, for example, have
contributed to longevity in many societies. In addition, the' introduction ‘of 'robots irr

many factories has reduced the need for labour, and the wse of VCRs and microcomputers:

has become commonplace in many homes and businésses, Unfortunately, there is a negative
side to technological progress. The introduction of nuclear ‘weapons, for example, has
made the destruction of the human race a frightening possibility. In addition, factories
using modern technologies have polluted both air and water and contributed to various
environmental and health-related problems. ’ '

Technology is a critical factor in economic-development. Because of the advances of
international communication, the increasing economic interdependence of nations, arid the
serious scarcity of vital natural resources, the transfer of technology has become an
important preoccupation of both industrialisedt and developing countries. For many
industrialised countries, the changes in the technological environment over the last 30
vears have been immense particularly in such areas as chemicals, drugs, and electronics. It
is vital that organisations stay abreast of these changes - not only because this will allow
em to incorporate new and innovative designs into their products, but also because it
will give them a firmer base from which to anticipate and counteract competition from

other organisations.




Domestic laws govern marketing within a country, €S- the physical altributes of a
, product will be influenced by laws (designed to protect consumers) relating (o the purity,
, safety or performance of the product. Domestic laws might also constrain marketers in the
jareas of product packaging, marking and labelling, and contracts with agents. Most
countries also have certaln laws regulating advertising, for example Britain does not
permit any cigarelte or liquor advertising on Tv.

Different Legal Systems

I
The Jegal systems of most of the non-

socialist countries can be grouped into common
law and code law. Common law Is generally based on precedents or past practices while a
code, which is a comprchensive set of volumes having statutory force and covering virtually
the \ghoye spectrum of the country’s law, is established by arbitrary methods - ¢.g., a speed
limit of 80 kph or a three-day period for cancelling a contract.

I S_oulh Africa’s commercial legal system has been influenced by English law. English
couts creale and follow precedents just as South African courts do. Furthermore, English
cases are regularly cited as authority in our courls in situations where there is no domestic
?ecmon on the point gpd the particular case concerns an area of our law (such as
nsurance or negotiable instruments) which derives from, or was considerably influenced

, English law.

-

Interiational Law P '

Buyers and sellers are at times also subject to international 14w which fhay be déflfied
as that body of rules which regulates relationships between countries orother infernational
legal persons. There is neither an ‘international parliament’ empowered to create international
Jaw: nor an ‘international police force’ to eftforce it. i

The principal sources of international law are treaties and conventions. These are
created when several countries reach agreement on a certain matter and bind themselves to
it by authorising their representatives to sign 2 document embodying that agreement.
Essentially, they have entered into a contract that obliges them to do something or to
refrain from doing something. Failure to comply is the equivalent of bieach of contract.

Other sources of international law are custom (i, international practice that is accepted
as law) and the general principles of law recognised by civilised nations or natural law
(the basis of human co-existence). Although there is no organised body to “enforce’
international law, there is an International Court of Justice situated at The;Hague in
Netherlands. This court decides any matter which the parties regard as suitable for
submission to it for adjudication. This means that a country approaches the court
voluntarily; it cannot be brought to the court involuntarily. '

Before a country is liable to comply with the provisions of a treaty or 2 convention, it
must have signed the original protocol (i.e, the original treaty document or minutes of the
convention). Once a country has signed the protocol, the method of enforcement depends
on the terms of the treaty or convention. A common way of bringing a defaulting country
to heel is by imposing sanctions against it. Sanctions may take many different forms and
can be applied with varying degrees of severity. Obviously, the more parties there are to the

. largely technical processes,

. company, but shifting functi
g functions abroad to a lower cost location, which is often called

Qutsourcing '

Outnu}nclng Is a broad (erm hi )
organization (the client  ¢com ‘W.luh covers
(,rg.unlznllnn (the outsourcing !’0 ny) obtaing
{he outsourcing contractor and I;H,p"“)’), rath
the growth In cross border oy L%)u;:j;:,ion:] <o)

, which

A company may outsource g
other firms. When It o me or even all jty L
manufacturer, Tllp mam:‘[:‘ﬁc‘:z:it:r!l the entire pn)u;':“:l’d;:i:rr:‘gusprg:cs: to one ’or' more
the manufacturers are allowed é Tﬂy be carried out under an a ;(~":1 ? [(:ct' ! wm»"ll
license may also provide for oyer. ally use the trademark of tf\c jlu-,l,(l("sc, by which
these arrangements are adopted b.sl);*"lt of the process with iy clritinan/ The
outsourced mﬂnufnclurin)’, in dev, [y ('nmp"nio“ in the dv:vvlupcd wurlt;] t:] - Typically
{o their home consumers or cUmu;nle’. countries with a view to exporti ' :f;-\kc ::dsc of
hﬂ"{” meSpcrcd i outSOUréin&e;i:)r:v(:;hurdw"'"Pﬂ‘ markets. Coitrac??naneuf;c!ulr‘;:
shift factory production a 5 % into large, co-ordi ;
ond Ghauri, 2004), 5 Cerent locatons togac’hicv::jclgra\:;:\liezps;as::pes'(l;:clil B

ey

any contractual arrangement by which an
e;io;}:ds or ucrylccs it needs from another
mpanm provldl'ng them itself in-house, Both
e y may be in the same country, but it is

ighlighted as an indicator of globalization.

Business process outsourcing (BPQ

savings envisaged. For clie ) has become common, usu
e (T Eessiean 19 ;l‘:i;:?'panlcs, the rationale is that ;n;s‘f‘::cylig:ew;o' '}?c con
office administration, call cent 0 an outside provider. In addition to IT se e
outsourcer is usually a SP('cialig,riN :nd help lines are candidates for ouisomc?s’ back-
f scale, as it serves other cusltm: " ¢ particular activity, and is able to achiev:mng. o
handling these functions over t - wo!l‘ The client organization ma we]clc?nomles
company’s main business, Ol 0 experts will give managers more time l):v f -
j |-IIhSeOurlcmg IT and accounting has thrived, and ::‘u!;\:sre‘ e
functions has become popular, fol);ofvri’:g t!;\;":::alvesltq O\.:‘rsourcing. Outsot;'rcing of ;Ir;
mple in 199. Its programme proved to be

rather iti
am caled bEICk, but it has proceeded on an incre A i
bitious and had to be s e cremental basis

since then. The out i
ulsourcing company may be in the same geographical region as the client

offshoring, is also taking place.

)

The term offshoring is applied to the contracti -
cost country. Tl : racting out of a function specifi .
2005). Indirayhasc;)f::c:;eogzifgm;\:rEz::ally‘f particularly in the szerf/lifc]:: ]:)elcttct’:: (ll?lrl !
In addition t ; ¢ location for companies from K.
i i:‘:rﬂrl‘lalcizr:arles, Indian outsourcing companies F:ww offer a ::f\g[iso?rl;:cl:z;}(- :
implying that cost is th COn;parnles. foshoring has come to have negative ccmnotatiolce L
lnuw'lably cht 855 4 l;eo;‘\ y factor in the d.ccisiqn to outsource and that the firm \«:TI
sl ome country. Neither of these implications may apply to a '
Kot il tsoncels gis e:nsu})ln, Pul both are closely linked to the phenomenon irF\’pg:ne,-;
cample, have !endid % shoring, HR and public sector outsourcing in the UK for
million workers in I d_D,go to specialist domestic companies. In an ironic twist, h;lf a
iy bnkn ia's state-owned banks went on strike in 2006, in protes" at th
which b 4 ack-office tasks to the country’s own private outsourcing c the
ave prospered through offering just these services to global MNEs. § companies,

ecoml:!tsourcmg is somehm‘es criticized for its alleged transferring of jobs from advanced
es to cheaper locations, contributing to an intemational division of labour. It is
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argued that, while the company and its shareholders benefil, the employees in the home

country lose out, as their jobs migrate to lower cost locations. In fact, the situation is
much more complex than the critics suggest. Cost savings can be ploughed into upgrading
the skills of workers, who are then able to take on more skilled jobs. The most vulnerable
workers are in low-skilled jobs, in which the tasks are nol dependent on being in the same
location as the consumer. Researchers, however, face difficulties in quantifying, the number
of lost jobs. Millions of US jobs were lost due to the shift of manufacturing o East Asia
and Mexico in the 1980s. It is estimated that the loss of jobs due to outsourcing Is of a

" much lower magnitude, estimated at 473,000 in 2004 (Luce and Merchant, 2004).

Foreign Direct Investment (FD])

FDI can be defined as investment by anf organization in a business in another country,
with a view to establishing production in the host country. The organization aims to gain
control over this foreign production. There are various methods it can use 1o aghieve its
goals. It may simply buy a foreign business, becoming the new owner. Assuming the
business is a growing concern, production continues under the new owners, who are

likely to have new ideas on how to manage the business more efficiently. Alternatively, the

company may take thg bolder step of buying a Greenfield site in the foreign location and
setting up a production unit to its own specification. This process will be longer and more

complex for the company, but it will benefit from a unit designed specifically for its

purposes and to its own specifications, and where its own technology can be incorporated
from the outset. The greenfield option is often seen as the ideal, but this type of strategy is
2 high-risk one. In particular, it involves dealing directly with authorities in the host

, country for numerous permissions and services. As these processes are likely to be quite

different from those in the home counitry of the investor, communication difficulties, delays

; and costs could mount before the project comes on stream, 5X2.2 on Dyson is an example

of this type of investment. The Dyson factory in Malaysia had been operating for two
years before production was shifted there entirely.

— - -

A key aspect of FDI is the control which the investing compariy exerts over the y
overseas production. The joint venture involves give and take between partners, whereas '
the greenfield investor and the investor who has bought an existing company have the '
control which goes with ownership of their new assets. In all these cases, the investor '

establishes relations within the host environment. Hence, the investment is termed ‘direct’.
CS2.1 on Nokia illustrates expansion by FDI, transforming Nokia inlo a global company.

By comparison, investors who wish neither to have their products manufactured
abroad nor to own and control foreign assets may still wish to invest overseas, for
example by buying shares in a foreign company which seems to have good growth
prospects. This type of investment is called portfolio investment, and is a financial investment
only, not aimed al running the business. However, distinctions between the different types
of investment may become blurred. A company may acquire a wholly owned subsidiary
overseas, and leave the exisling management.lo run the business, whereas another company
may acquire only a minority slake in a foreign company’s equity and proceed to exert
control. The acquisition by Renault of a 37% stake in Nissan in 1999 is an example. New

management introduced by Renault carried out radical changes, signifying a shift in

control to the French company. It should also be remembered that ownership of shares in
itself involves a role in decision-making, and even a stake of under 10% may be looked on

mu,mucmmt in Health Care Cogiy

llzatlon b
103:’1‘1’3 ": e mn‘ﬁrczllll(; 2:1::vely ffected tha overall health care situation In tha country,
{ndla. The Infant mortaljt mm“ Are coming in which are Improving the health situation
lrl\nrc the last decade, All !}qu ":k:"d the malnutrition rate have significantly coma down
; wdla poverty level. 1 clearly prove that the globalization helped reduce the

Government Initlatives s

Tl(; kc:!;’lEm:Im:h To favorable effecty of globalization, the government has taken a
o f»‘fY na and th ’C frmber)of employment opportunities ;uch as Prime Minister
Rojgar u{ 1;1 \ t-l M Rﬂl!;nr Yojna have been Initiated to improve the employment
situation nl ¢ rural areas. The Minimum Wages scheme has also been successfully
jmplemented. Inorder t(? improve the quality of the workforce, effort is also being given to
]mp.ucl.v:duc.\lio?dlo various sectors of the nyra) ateas, Under these schemes, nc;’ Iuhmh
are being opened up and attention jy 14 being, given 1o the welfare of the students,
Likewise in the urban sector 100, more and more employment opportunities are being
('Ptncd up for the youth In a number of government sectors, banks and so on.

In order to fostet communication and migration of workforce to various parts of the

country to cater to the needs, the government has also developed Infrastructure to a great

extent. New roads and highways are being constructed to increase connectivity.

These processes are ficpirlcd In Figure 2.1. Global capital markets and growing economic
integration vary significantly between countries, Trade and economic integration have

surged ahead in the developed world and in some developing countries, but countries in
much of Africa have scen little benefit

et
Lo

Figure 2.1: Globalization
Some globalization theorists predicted the demise of the nation-state, but national
economies and national governments remain important players. '



