
Week 1: Globalisation  
Globalisation is a ‘catch – all term’, describing all major economic, political/cultural changes in the modern world. Globalisation requires a historical 

approach  

- World is moving away from self – contained national economies towards independent, integrated global economic system 

- Refers to the shift toward a more integrated and interdependent world economy  

- Historically markets were distinct, but the globalisation of markets has led to the labels of “German market” and “American market” to be irrelevant.  

- Instead, the global market = falling trade barriers make it easier to sell globally, consumer’s tastes in goods are converging, firms are offering the same 

products worldwide (watches, technology…etc) 

- Globalisation in Health Care: Shortage of radiologists in the US ! send images over the internet to be interpreted by radiologists in India  

- 1870 – 1914: First wave of globalisation was triggered by industrial 

revolution, falling transport costs, reduction in tariff barriers  

- 1945 -1980: Second wave of globalisation " founding of the UN, the 

cooperation of governments to reduce trade barriers, trade liberation took 

place but only in selective sectors.  

- 1980 – Now: Third wave of globalisation " the introduction of TNC’s, 

increase of rapid technological advancement.  

- Globalisation has changed the word trade output: in 1960 the US accounted 

over 40% of world economic activity  

- By 2008, the US accounted for 20% of world economic activity – the share 

of world output accounted by developing nations is rising and is expected to 

account for more than 60% of world economic activity by 2020.  

- Globalisation has led to lower barriers in trade/investment – allowing firms 

to view the world as a single country. Technological costs means that firms 

can disperse production to economical and geographically separate locations/creates a worldwide media 

- Transport costs decrease = production costs decrease and the movement of individuals around the world are liberated  



Is Globalisation a new folly?  

- It is neither new, or is it a folly. The world economy was more integrated at the end of the 19th century.  

- Non tariff barriers were much lower than they are today  

- Capital and money movements were freer under the gold standard  

- Movement of people were much freer, as passports were rarely needed and citizenship was granted easily.  

What does Globalisation mean for firms?  

- Lower barriers to trade and investment have allowed firms to view the world, and not a single nation as their market.  

- Lower transport costs " firms disperse production to more economical places  

- Low cost global communication networks can create an electronic global marketplace  

- Low cost transport assists the creation of global markets  

- Global media = worldwide culture and a global market for consumer products  

! Can also be argued that falling barriers to trade can be destroying manufacturing jobs in advanced (more expensive) nations. ! Supporters contend that the 

benefits of this trend outweigh the costs, as it leads to establish economies of scale, and firms will become more efficient = all countries will benefit.  

 

Week 2: The Multinational Enterprise  
Globalisation began in earnest around the 1500 with the discovery by European sailors of naval routes to Asia, and the ‘discovery’ of the Americas  – 

subsequent expansion of global trade.  

" During this era, global trading with growing but quit limited -- European imports were mostly precious metals, pottery, expensive spices and coffee from 

Asia, sugar and tobacco from America and textiles form India.  

- MNC’s appeared sometime during the 19th century under industrial capitalism, aided by technological advances including Steamships, locomotives, 

telephony, electricity.  

(Faster transport, better communication, larger manufacturing processes + better storage techniques) 

Evolution of Modern Global Competition  

- Before the end of 19th century, competitors were merchants and traders of different nationalities  

- Later, international trade increasingly carries on my companies through their own offices in foreign lands  
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Evolution of Modern Global Competition  

- More than 60k MNE’s  

- 9.5trillion in output, 3.5trillion in assets (accumulated FDI)  

- Foreign affiliate exports account for 33% of world exports  

- Sales of foreign affiliates growing faster than world trade (FDI trading in 2000 exceeded 1.24trillion)  

Introduction to FDI  

- FDI occurs when a firm invests directly in new facilities to produce an/or market in a foreign country. " Once a firm undertakes FDI it becomes a 

multinational enterprise  

FDI’s can include:  

Greenfield Investments: The establishment of new operations  

Acquisitions or Mergers: With existing firms in the foreign country  



	  


