
Week 1 — Part 1, Globalisation
- globalisation within the context of international business
- assess the ways in which the ways globalisation affects business, what this means for 

business, and how they can best respond

Definition of Globalisation
What is Globalisation?
- globalisation has many meanings, there is no one single meaning
- term that became fashionable subsequent the 1990’s in response to the rapid changes in the 

structures of the world 
- especially subsequent the fall of the Berlin Wall in 1989

Globalisation in the past
- globalisation in it’s strict sense today, is argued to be just another iteration of globalisation in the 

past 
- in the past we can see there has been globalisation in other stages whereby through technology 

and roads they were able to facilitate trade
- Roman Empire expanded with the use of roads and technology
- Mongolian Empire under Kublai Khan with the Silk Road
- From the 16th Century, ships to circumnavigate the globe and the advantages that this brought 

Why Globalise?
- this notion of globalisation has changed quite dramatically in the last 30 years — what has 

occurred is the globalisation of markets and production
- merging of previously nationally based markets into one global marketplace — consequently, 

there have been decreases of barriers in trade and investment
- less prominent for consumer products as national taste remains important, however one could 

also argue that there has been a convergence of consumer taste
- global firms that have benefitted from globalisation generally tend to be drivers of globalising 

markets
- industrial goods and materials — significant 
- globalisation of production — tendency to source goods from markets and countries with lower 

factor costs and/or higher quality where there is value added
- less relevant to speak about national products e.g. used to be “Made in Australia” — now 

products are primarily manufactured in one area but consist of components from many other 
countries 

- government regulations (both formal and informal) pose barriers to global trade (which impede 
on a truly global product) are starting to decrease 

Drivers of Globalisation
Declining barriers to trade and investment 
- allow companies and countries to become more interconnected
- the ability to transfer funds and goods has become much easier as a consequence of a decline 

to barriers of trade and investment 

Technology
- the internet as we all know has led to significant advantages and gains to be made, covering a 

huge span
- selling, researching, communicating and better understanding market place for a good
- technological developments in transport have allowed for the delivery of goods and service into 

areas where it previously was not possible due to distance or cost prohibitive factors despite the 
fact that it was still possible 

Civil society
- civil society now extends past national borders and have become international



- societal development in this direction gives rise to the notion of I am/we are more than just a 
single person or culture or society from one country

Globalisation of Culture
- homogenisation through cultural institutions primarily from the U.S. such as Cinema, music, 

literature and social media
- before, we had very distinct cultural attributes and while we may still have them the proliferation 

or distinction they once held has diminished in some ways 
- the reason is because people have perhaps moved away from them as they have sought to 

become more culturally homogenous with others

Global governance and institution
- probably the most important 
- Word Trade Organisation, International Monetary Fund, World Bank, United Nations
- WTO, IMF, World Bank have been key drivers in the neoliberal paradigm commonly associated 

with the facilitation of the growth in globalisation 
- due to pressures they placed on governments to deregulate their economies and take down 

trade/investment barriers in order to make it easier for commerce and business to occur 
between countries 

The Globalisation Debate
Proponents argue
- significant job creation
- improved living standards
- wider variety of cheaper consumer goods and services 
Opponents counter
- job losses due to competition
- low wages for low-skilled workers
- environmental degradation
- cultural imperialism
It is difficult to choose which side of the debate one is on, sometimes you may find ourself on the 
proponents side for one issue and the opponents side for another issue

Jobs
- in a developed economy, higher value added industries require increasingly higher skills and 

increased wages, whilst in developing economies job gains in lower value added industries has 
also been occurring

- increasing wages in higher value added industries has been quite positive 
- while job creation in comparative advantage industries causes greater efficiencies in factors of 

production
- costs of this — job losses in import sensitive lower value added industries such as apparel, 

footwear and motor vehicles 
- caused loss of manufacturing in whole industries such as car manufacture — vis Geelong, 

Detroit, Adelaide 
- developing economies are unable to develop higher value added industries due to lack of trust 

or want to share the required technology
- lower wages in low skilled jobs generally only occur in lower vale industries
- off-shoring of jobs — increase in unemployment in developed countries— those that get these 

jobs may not necessarily be paid an appropriate amount

Inequality and poverty
- focus on industries with a comparative advantage that increase the standard of living and as a 

consequence there will be a rapidly expanding middle class
- expanding middle class — Asia’s middle class is predicted to grow from 350 million to 3.5 billion 

within 20 to 30 years
- per capita income has increased



- huge decline in poverty in 3 of the most populous countries in the world — India, China and 
Indonesia

- However the cost of this is that it drives fierce competition that drives MNEs to find the cheapest 
labour means erosion of labour standards and rights

- the gender gap has increased its a big gap in employment opportunities for females, resulting in 
female poverty

- likewise, youth unemployment and poverty is also problematic
- unequal distribution of wealth generated through globalisation

National sovereignty and culture diversity 
- big institutions can enhance the political power of people to come together and achieve peaceful 

means through trade
- cultural diversity due to skilled immigration and greater access to art, music, cinema from 

around the world
- invasion of global institutions on domestic policy and politics — can end up with cultural 

homogeneity that could lead to the diminishing or removal of certain cultural traits which would 
have been better off left alone 

- power of MNEs who have an ability to impact nation states’ decisions
- suggestion that conversion of consumer tastes in the youth market may not always be positive 

because their tastes are generally pointing towards things that are perhaps not necessarily good 
for them

The natural environment 
- global debate on environmental standards — applied global environmental standards e.g. Kyoto 

Protocol
- pressure on MNEs to use more energy efficient/cleaner energy sources, some MNEs are doing 

it voluntarily
- over the last 30 years, 30% of the Earth’s natural environment has been destroyed
- conspicuous consumption has lead to increased greenhouse gas emissions and toxic waste 

which whilst may not be an issue right now will certainly be an issue in the future
- developing nations have been exploited for cheaper natural resources by over-consumptive 

developed nations and MNEs associated with them

Globalisation Stakeholders
The Nation State 
- “No country is an island” — all economies are interdependent, for example the Global Financial 

Crisis — shocks were felt throughout the world 
- regional economic and political integration, for example TPP, ASEAN, EU, African Union, 

Andean Pact
- job creation based on a comparative advantage — competing on a world market for MNE 

investment — this has had some negative impact on less developed countries (some have 
actually gone backwards)

- difficult for governments to impose controls on their populations due to global communication 
channels, for example, Iran and China and others as it moves forward

MNE
- seek out least costly locations, borders are no longer relevant and will generally look for 

deregulated economies and exploit opportunities globally
- their mindset is to think globally, not locally. However there are arguments that global and local 

enhance each other, that is “glocalisation” 
- much easier to transfer skills and know-how than it was before
- stronger bargaining power — ability to influence governments, not only in developing countries 

but also developed countries
- CSR (Coporate Social Responsibility) — this term has emerged in the last 20 years due to the 

greater visibility of MNE 



Individual
- lower prices for goods and services 
- international competition for jobs, means theres a huge market for skilled workers, in the case of 

developed counties — not huge market for unskilled workers
- conditions and wages are driven down in competition
- individuals are fighting back — significant rise in nationalism, protectionism such as border and 

land ownership protection, subsequent to the GFC 
- when times are bad governments often fall back on the xenophobic ideas of “us vs them” 
- consequently, those on the right tend to be anti-race or religion, while those on the left may be 

anti-business (especially MNEs)

What does Globalisation mean for business?
- much larger markets
- larger production efficiencies
- more consumers to sell goods to
- more likely to be watched if a business does something wrong as a result of more people 

watching
- must adjust to different cultures’ tastes and preferences whereas previously it would not have 

been needed to
- difficult to navigate within limits imposed by governments, global institutions, culture, security 

and economic issues
- requires strategic thinking beyond national borders to recognise opportunities and threats 

arising
- balance required between operating profitably and ethically — consumers are becoming more 

aware of this balance, therefore failure to do so could be detrimental to business outcomes

Conclusion
- there is no real single definition of globalisation — best way to describe it is: a breaking down of 

a multitude of barriers which enables a greater level of interconnectedness 
- over the past 30 years both markets and production have become more global than local
- a variety of factors that can be both good and bad drive globalisation
- the debate surrounding globalisations focuses on jobs, inequality and poverty, national 

sovereignty, cultural diversity and the natural environment
- it is possible to form a view on both sides of the debate, depending on which particular element 

it is concerned with
- the concerns raised by this debate poses a number of challenges and roles for the nation, MNE 

as they become more popular, larger and more power and the individual citizen
- managing in a global marketplace is significantly different from managing in a purely domestic 

marketplace as there are so many more parameters that one must consider 

Week 1 — Part 2, The International Business Environment 
- what is International Business
- how does it differ from domestic business 
- what is Globalisation
- Key drivers of the international business environment? Political and economic systems 

What is International Business
- a firm that engages in international trade or investment outside of their home country
- globalisation — increase in number and type of international businesses
- nearly all businesses have an international element — be it from the supply/demand side
What makes it distinct from a domestic firm?
- culture
- political, economic and legal system
- labour and environmental standards
- foreign exchange



- strategies and entry modes

Political, Economic and Legal Systems
- Political economy of a nation refers to how the political, economic and legal systems of a 

country are interdependent on each other. Whilst each can be considered individually, they all 
influence each other

- can be considered in both a domestic and international context and can also refer to specific 
regions e.g. political economy of the Middle east, Latin America etc.

Political systems characterised into more individual or collectivist — it is also possible to 
be somewhere in the middle with elements of both existing
Individual - preference for independence and self-

reliance — no obligations to the larger 
community

- Celebrates the accomplishments of a person 
instead of a group e.g. employee of month

- They see work relationship as strictly 
business — employer may reasonably 
terminate employee for performance, 
examples are Australia, U.S., U.K.

- commonly associated with liberalism: the 
individual and the market dominate

Collective - individual is expected to be loyal to the group 
and not advance his/her personal interests at 
the expense of the group

- relationships at work are considered to be 
family-like, exchanging loyalty for protection 
— employee with poor performance is likely 
to be moved to another department more 
suited to their skill set

- commonly associated with socialism — 
advocates state ownership of the basic 
means of production, distribution and 
exchange 

- goal is: society as a whole benefits rather 
than the individual

There are two subsets of socialism Communism: Where socialism can only be 
achieved through violent revolution and 
totalitarian dictatorship 
- Former Soviet Union, North Korea 
- system has been in decline since the fall of 

the Soviet Union at the beginning of the 
1990s 

Social Democrats: Socialism with elements of 
democracy and is therefore achieved through 
democratic means 
- France, Germany, India 
- this form is slowly retreating as more 

countries adopt more liberal policies which 
decrease reliance on the state and place 
more emphasis on individuals 

Antonym to communism and capitalism 
which is associated with individualism



Democracy and Totalitarianism

Command vs Market
Continuum where on the one end is command, on the other is market:
Command:
- government plans goods and services, quantities and prices that the countries produces and 

sells 
- all businesses are state-owned
- government allocates goods and resources for the good of the society
- collective
Market:
- all productive activities are privately owned and production quantities are determined by supply 

and demand 
- government encourages free and fair competition between private producers
- individualistic

Democracy The rule of the people 
- flawed democracy — not everybody has 

equal voting power, and therefore a good 
democracy will also have laws that protect 
the rights of its smaller and weaker groups 

- it is not a functioning democracy if the 
majority chooses to seperate, expel or 
injure its minority

Modern democracies divide power into 3 
branches:
- judiciary — those who judge if a crime is 

committed 
- legislative — law makers
- executive — those who make sure the law is 

obeyed
These are independent and work following the 
process: checks and balance — all the work 
must be clear and fair. Those who have 
authority must also obey the law and not 
exceed their power.
- must work in reflection of the wishes, 

feelings, desires and values of the society it 
governs, also known as general will

Totalitarianism A system of government that is centralised and 
dictatorial and requires complete subservience 
to the state 

Subcategories of totalitarianism Communist totalitarianism: communist party 
monopolises power
Theocratic totalitarianism: political power is 
monopolised by a party, group or individual that 
governs according to religious principles 
Tribal totalitarianism: political power 
represents the interest of a particular tribe and 
monopolises power
Right wing totalitarianism: permits some 
individual economic freedom, but restricts 
individual political freedom



Mixed:
- in between command and market
- characteristics of both command and market
- most common

Japan - Historically Japan had had a 
high degree of command, 
with the government 
controlling economy to 
foster the development 
subsequent to WWII. The 
government’s control has 
since decreased somewhat 
since the 199s, but it is still 
apparent

- scale of 0-12 (0 = 
command, 12 = market): 
approx. 6 - 9 

South Korea - much like japan — 
government control to foster 
economic growth

- little past halfway, started to 
liberalise after the asian 
financial crisis in 1997, 
however government 
controls still remain

- scale of 0-12 (0 = 
command, 12 = market): 
approx. 4 - 6 

Australia - closer to market
- limited government 

intervention aside from 
subsidies in a few 
industries, however 
subsidies have been wound 
back significantly since 
1983

- scale of 0-12 (0 = 
command, 12 = market): 
approx. 10 - 12

Vietnam - closer to command
- command orientated after 

the Vietnam war
- slowly started to liberalise 

and undertake reform to be 
more market oriented

- it is likely that Vietnam will 
move faster toward a more 
market based system in the 
next 5-10 years

- scale of 0-12 (0 = 
command, 12 = market): 
approx. 0 - 3

Indonesia - push toward market based 
economy, but still a large 
degree of dependence due 
to its developing status

- therefore closer to 
command than market

- scale of 0-12 (0 = 
command, 12 = market): 
approx. 4 - 6


