 30. WHY IS GLOBALIZATION SIGNIFICANT? WHAT IS DRIVING BUSINESSES TOWARDS GLOBALIZATION?




BY



CHRISTINE ALIYU MAKAMA





STRATEGIC CHANGE AND ORGANISATIONS (LCDB7005)
PROF. AMARE DESTA




TABLE OF CONTENTS

1. ABSTRACT…………………………………………………………...…3
2. INTRODUCTION……………………………………………………...4-5
2.1 Chronicles of globalization………………………………………...5-6
3. IMPORTANCE OF GLOBALIZATION………………………………...7
3.1 Technological Advancement…………………………………...7-8
3.1.1 Opportunities for Innovators…………………………………...8
3.2 Research and Development………………………………………8
3.3 Economic Growth………………………………………………...9
3.4 Opportunity for Small Medium-Sized Enterprises…...……….….9
3.5 The Argument on Globalisation………………………………...10
4. BUSINESSES AND GLOBALISATION………………………………11
4.1 Coopetition…………………………………………………..11-12
4.2 Global Supply Chain……………………………………………12
4.3 Foreign Direct Investment………………………………………13
5. ANALYSIS AND EVALUATION………………………...……….14-15
6. CONCLUSION AND RECOMMENDATION………………………...16
7. REFERENCE.……………….………………………………………17-19
8. BIBLIOGRAPHY…………………………………………………...20-21


1. ABSTRACT

[bookmark: _GoBack]Globalisation has brought immense integration of societies, we now have a world society without world government, but, could the rise of coronavirus pandemic bring an end to globalisation? Definitely not, but the pandemic would bring about strategic changes in the global business environment and practices. Now more than ever innovation and technology would be used to invent ways of sustaining businesses globally. This paper highlights how globalization advanced technological diffusion, promotes coopetition, enables a cost effective global supply chain, advanced research and development, how internalisation paved way for foreign direct investments, and enabled small medium sized enterprises to have entry to transnational arcades. Furthermore, challenges caused by globalisation were identified; tariff disagreement, acquisition obstruction, policy threats and economic fundamentals. And grounded on the discoveries the pollster of this paper suggests that businesses develop and implement strategic changes in their operations for more competitiveness in the rapidly transmuting intercontinental ecosystem that present new challenges continuously.







2.   INTRODUCTION
Globalization has turned the world into a society were various actors play and accomplish their set goals and objects with limited resources available. And discussions on how to manage the irrepressible market forces that have taking over the world economy is on (Niekerk, 2014, P. 544). Globalisation has brought immense integration of societies (Welander et al, 2015), we now have a “world society without world government” as Beck, (2000, p.13) stated. But, could the rise of coronavirus pandemic bring an end to globalisation? Definitely not, but the pandemic would bring about changes in the global business environment and practices. Now more than ever innovation and technology would be used to discover ways of sustaining businesses globally.
The practice of management, politics, law, governance, education, technology, health and trade are all becoming universal. Furthermore, globalisation has brought about the rise of emerging economies, growth and development in developing countries. As a result of globalisation accounting system all over the world has become standardised and various countries are adopting it in order to remain key players in the global market. Global processes have become the determinants of the larger part of societal life. Scholars have come up with various definition of globalisation; Beck, (2000, p. 11) explained globalization as a platform through which transnational actors gain access to penetrate sovereign nations with different types of preferences, qualities and prospects of power. While, Smith, (2002, p. 120) stated that 
“globalisation serves to highlight the general increase in trans-national flows of goods, services, money, ideas, peoples and cultures, drawing attention to the new forms of interaction and engagement that are produce”.


Niekerk, (2014, p. 545) assert that, globalisation is an advancement in societal procedures and economic of scale from national to international echelon. And he further explained economic globalisation as a course used by various countries to become interdependent on each other thereby creating bilateral relationships. This paper seeks to expound on importance of globalisation and evaluate what drives businesses towards globalisation. Furthermore, arguments on globalisation would be considered and a brief history would be discussed next for an understanding on how globalisation began.
2.1   HISTORY OF GLOBALISATION
The history of globalisation has been traced back to around 1000 AD when the Moslems’ trading led to the coming together of different nationals for trading purposes (Held and McGrew, 2000, p. 49; Modelski, 1972, p. 86) as stated by Niekerk (2014, p. 548). This was later known as the archaic globalisation which evolved to be the first phase of historic globalisation. Archaic era was later overtaken by the naval operation conducted by Europe which led to the development and upholding of a networking practice all around the world. The second phase involved three consecutive epochs; the first era took place between 1600-1800 when transformation took place in economic and political establishments around the world, the second era known as modern globalisation occurred between the periods 1800 to 1820 and this eon grew together with industrial capitalism. This ushered in post-colonial globalisation age mainly symbolised by the liberal economic order from 1820 to1920 (p. 548). This period saw the emergence of cross-border trade flows. In 1920, the era of contemporary globalisation started as Bell, (2003, p. 807) described. 



The rebirth of globalisation took place after World War II at Bretton Woods. Three important world economy institutions were created around that time; International Monetary Fund (IMF), International Trade Organisation and World Bank as Nierkerk (2014, p.549) cited (Legrain, 2004, p. 104; Moore, 1998, p. 71). After that event, in 1944, at New Hampshire conference with forty-four nations present a consolidation of an economic order   occurred and in 1980s World Bank and IMF created conditionality with regards to how bilateral aids, loans and debt relief would be handled. World Bank participated in giving loans to developing countries to boost balance of payments and IMF started programmes that encourage financial reforms and structural adjustments. The various programmes created by both institutions complimented each other in controlling inflation and deficit rates by IMF through denationalisation and deregulation by World Bank.
Furthermore, another treaty known as the GATT treaty took place between 1986 to 1994 after prolonged Uruguay Round which facilitated in keeping open the global transaction method and dependant on certain rubrics according to Hirst and Thomson (2003, p. 15). To further strengthen the authority of IMF and World Bank in international trade activities, an intergovernmental negotiating forum - World Trade Organisation (WTO) was created in the year 1995 (Kreinin, 2006, p. 141).  Neo-liberal doctrines enacted enable the growth and influence of universal establishments on governance with regards to decision making at international level (Wade, 2000, p. 488).  According to Niekerk, (2014, p, 549) “the fact that these institutions continue to follow a neo-liberal ideological approach is perhaps the best indication of the complementary role played by global economic governance in globalisation, as both processes advance according to the same principles”. After reviewing the history on how globalisation evolved the next section would be focused on discussing the importance of globalisation.
3. IMPORTANCE OF GLOBALISATION
Nations, organisations and businesses engage in globalisation due to various reasons and benefits attached to the process. Below are some of the benefits of globalisation; 
a) Promotes technological advancement and provides opportunities for Innovators (Alvarez, Buera, and Lucas, 2014).
b) Advancement in research and development (Grossman and Helpman, 2015).
c) Promotes economic growth (Dreher, 2006; Andrews, Gal, and Witheridge, 2018) and
d) It provides opportunities for rising Small and Medium-Sized Enterprises in new markets which were not accessible to them in the years back (Radović-Marković, Brnjas, and Simović, 2019, p. 58).
e) Paves way for foreign direct investments which creates bilateral relationship. 
Each of the benefits identified would be discussed in details and arguments on globalisation would be considered too.
3.1   PROMOTES TECHNOLOGICAL ADVANCEMENT
As result of globalisation mergers and acquisitions among countries has increased, it has provided ways for businesses to penetrate new market, decrease production cost, and minimise the level of competition as stated by Brueller, Carmeli, and Markman (2018, p. 1793). For instance, a technology giant known as Softbank, a Japanese company was able to acquire ARM Holding a British technology firm in 2016. ARM is good in designing chips and involved with Internet of Things, and because of the core competence that ARM has in innovation, Softbank decided to acquire the company in order to expand their human capital and adopt ARM’s technological knowhow. This technological diffusion has made Softbank become a stronger player in the technology industry internationally, it has enabled advancement in technology and has increased the value of their shareholder.
 In addition, manufacturers are able to learn from people they do business with, for instance a production manager has opportunity to learn from another company through international meetings which avail ways to observe what they do and how they do it and if the technology is greater than what they have then the production manager can adopt it (Grossman and Helpman (2015, p.103). Some scholars also concur that globalisation aids the flow of idea. But, there are arguments on the downside of globalisation with regards to exposure to cybercrimes. Furthermore, businesses are exposed to intellectual theft and crimes committed by hackers.
3. 1.1 CREATES OPPORTUNITIES FOR INNOVATORS
Innovators are able to develop new ideas in a wider horizon in the global environment. Also, innovative companies that produce newer goods, or modify existing ones make profit internationally and not just locally as a result of globalisation. For instance, two great innovators; Apple and Tesla manufacture their products in China. This provides them haven to enjoy low cost of production and labour. But, Grossman and Helpman (2015, p.101) argue that “The competition effect of globalization presents an offsetting disincentive for knowledge acquisition”. This would lead us to research and development.
3.2    ADVANCED RESEARCH AND DEVELOPMENT
Globalisation has enabled researchers in various fields, exchange and share knowledge through conferences and seminars. This grants avenue for knowledge acquisition from one country to be used in conducting research in another country. The various knowledge acquired international has led to advancement in research and development in various countries. Due to globalisation, learning has expanded to a level of accessing international publications without restrictions, in addition, globalisation has led to international knowledge spill overs (Grossman and Helpman, 2015, p. 100). Although, some scholars; “Coe and Helpman (1995); Eaton and Kortum (1999)” and others disputed stating more needs to be done in order to maximise international knowledge spillovers, they assert that there are more opportunities for integration around the globe for knowledge to be disseminated effectively (p. 100). In addition, Knowledge impacts economic growth and globalisation fosters it.
3.3      GLOBALIZATION PROMOTES ECONOMIC GROWTH
Globalization is highly polemic, yet advocates of nationalisation argue that it grants developing countries opportunity to develop economically, and fosters the standard of living for the citizens and Dreher, (2006) also assert that globalisation stimulates growth. In addition, Andrews, Gal, and Witheridge (2018, p. 30) stated that nationalised supply chain lowers labour and production cost especially when countries with lower wages are incorporated in the supply chain and this invariably decreases the rate of inflation experienced and Auer et al. (2017) concurred that global value chain decrease inflation by providing economic slack. Although, critics of globalisation claim that multinational companies from developed countries benefit more from international free market as compared to domestic businesses in nations that are developing. Also, this directs us to the influence of globalisation on small businesses.
3.4     OPPORTUNITY FOR SMALL MEDIUM-SIZED ENTERPRISES (SMEs)
Globalization has impacted every aspect of human life, its impact on the economy especially on a segment called SMEs cannot be overemphasised. SMEs is a major mediator of growth in private enterprises and novelty. It provides opportunities for rising SMEs in new markets which were not accessible to them in the years back (Radović-Marković, Brnjas, and Simović, 2019, p. 58). Although, SMEs access to transnational finance and foreign inputs is improved through globalisation, still critics believe that globalisation would only restrict and imperil SMEs in the global business framework. Other scholars state that availability of limited resource and small size of the enterprises endangers them in the universal business setting (Radovic-Markovic and Tomas, 2019) as cited by Radović-Marković, Brnjas, and Simović, (2019, p. 60) in the journal “Economic Analysis”. The fifty significance of globalisation is FDI, this would be discussed in Section 4, page 13.
3.5       THE ARGUMENT ON GLOBALISATION

The International market subject businesses to huge challenges that are mutating and becoming intensively complex according to Radović-Marković, et al, 2019, p. 60). And further studies done in various reputable international organisations such as International Monetary Fund, OECD (Pain et al., 2008; OECD, 2006; IMF, 2006) claims that even though globalisation increased free trade internationally as evident by increase in share of imports in production, economic notwithstanding, it caused a huge negative results on prices in developed economies. Kamber and Wong (2018) also found that global factors were the main culprits causing “short-run inflation” with little effect on “trend inflation”.  
Borio and Filardo (2007); Bianchi and Civelli (2015); and Auer et al.  (2017) assert that universal value chain affects global slack more than causing domestic inflation while another school of thought after extensive studies disputed that global factors contributed to the decrease in inflation in Euro zone (ECB, 2017, p. 95). Also, Ihrig et al (2010) and Yellen (2017) studies on United State of America inflation suggested that the rate of inflation would only decrease by adjustments of monetary policy and that global value chain effect on inflation in developed economies USA is minimal (Andrews, Gal, and Witheridge, 2018, p. 8). The next section would elaborate on why businesses indulge in globalization.








4. WHY BUSINESSES INDULGE IN GLOBALISATION
The international business ecosystem provides new opportunities to businesses, for instance there are currently new ways of doing business activities as a whole, more especially for private enterprises activities (Radović-Marković, Brnjas, and Simović, 2019, p. 60). Nationals are trying to easy doing businesses in their various countries due to its benefits on economic growth. The following are some reasons that drive businesses towards globalisation; Coopetition (Bengtsson et al., 2016), benefit from economic of scale through globalisation, to gain access to global value chain which is cost effective (Mangan and Lalwani, 2016) and it enables Foreign Direct Investment (FDI) according to Auer, Borio and Filardo (2017). Coopetition would be considered first before discussing the other reasons mentioned.
4.1       FOR COOPETITION 
Businesses have advanced to a level that they understand the benefits of collaborating in order to attain their set objectives and goals. Enterprises cooperate with their competitors in order to adopt ideas and expertise that they don’t have and this has advanced globally. For instance, technology companies such as Apple, Samsung, now get various components of devices from their competitors that have core competence in that aspect instead of manufacturing it themselves. Coopetition is the term used to explain how companies concurrently pursue competition and collaboration among themselves (Bengtsson et al., 2016, p. 19). This strategic alliance has been argued to be a win-win situation for the firms involved as Brandenburger and Nalebuff, (1996) claimed.   Furthermore, Coopetition gives opportunities for businesses to improve and learn new innovative ways of products production, efficiency and adopt quality standards from other companies abroad; enables firm to gain economics of scale and it further provides avenue for establishing industrial standards. Globalisation grants businesses the opportunity to become leaders in their industries from coopetition and collaboration.
But, there are argument on the downside of coopetition, according to Bengtsson et al. (2016, p. 19) globalisation causes tensions that can end up yielding a lose-lose situation for both firms involved. For example, is the failed alliance between GM and Ford-Volkswagen established in 1980s. The two companies’ managers, because they are competitors were not willing to exchange and share their core competences in design and marketing strategy. This illustrates that coopetition presents some challenges that firms have to learn to manage effectively due to its paradoxical nature in order to gain from the alliance. Globalisation also has made logistics and supply chain network highly sophisticated.
4.2 TO BENEFIT FROM GLOBAL SUPPLY CHAIN
Globalisation has granted companies opportunities to serve not just local markets but reach out to international customers and consumers. Manufacturing and sourcing arrangements are now done internationally as a result of this development, supply and distribution networks are now more sophisticated Mangan and Lalwani (2016).   Also, Global supply chain enable businesses to create two values namely; cost savings and enhancement of services (p. 14). Furthermore, businesses benefit from global supply chain, because it enables outsourcing, off shoring, and other relevant practices that reduces cost to businesses and creates shareholder value (p. 16).
Auer et al. (2017) argued that international trade integration increase competition and reduces local prices through various ways; creates more substitutes for businesses which enable them move factors of production process anywhere around the world and also contest the factors of production and markets for final goods and services. Bloom et al. (2015) cited by Andrews, Gal, and Witheridge (2018, p. 7) also concur that global supply chain enhances productivity by cheaper imports used as inputs and that allows reduced output prices. Foreign direct investment is another reason why businesses indulge in globalisation.

4.3	FOREIGN DIRECT INVESTMENT (FDI)
Businesses are driven towards globalisation, because of the opportunity in foreign direct investment. Businesses are able to penetrate new markets in other countries, by establishing business operation, either by acquisition of local firms or establishing fully owned associate. But scholars such as Moran (2011) argue that FDI has negative effect to host countries. They believe that FDI causes policy challenges to host authorities. Mckinney (2014, pp.121–133) also argue that multinationals corporations FDI has unfavourable impact on well penetrated economies especially in social, economic and environmental sustainability of the countries.
 While   contend that foreign direct investments in global value chains enhances the aptitude of companies to alternate different production phases beyond borders via offshoring and outsourcing. FDI has both negative and positive impacts, corporations benefit from it, because of the cheaper raw materials and labour they get especially from developing countries while the host countries are left with complex challenges. Although, the firms bring about job opportunities to the citizens of the host country and revenue generation.












5. ANALYSIS AND EVALUATION
Globalisation enables and creates avenues for greater advancements in research, science and technology, it enables knowledge dissemination among companies across the globe and technology diffusion has expanded beyond measure. It also enables businesses enjoy outsourcing and enhanced services, but, one major important result of globalisation is characterised by how complex and challenging supply chains is progressively becoming as Creazza, Dallari, and Melacini, (2010) stated.
Analysing coopetition as one of the drivers of businesses towards globalisation, the downside of it cannot be overlooked. Where there is conflict in set of goals and objectives of the firms involved, the collaboration turns out to be devastating for the companies. This implies that certain issues have to be considered before considering coopetition. With regards to global value chain; there are arising challenges that are presently affecting businesses. The issue of tariff and obstructed acquisitions (Ghemawat and Altman, 2019) are presently affecting the internationally market. Businesses would have to review and study the business environment to find out the main cause of these issues and proffer ways of mitigating it.
Even though, globalisation is highly significant because of its benefits to businesses, it enables outsourcing and off shoring using the global supply chain but this has led to more multifaceted challenges. Among the new challenges are the once brought by British exit from European Union and the shocks caused by Trump in 2016. Globalisation has undergone various transformation tussle between policy threats and economic fundamentals according to Ghemawat and Altman, (2019) in their article written in Harvard Business Review. And based on the “DHL Global Connectedness Index” which is an indicator for measuring the rate of globalisation it can be asserted that globalisation increased in 2017. The rate of flow of capital, people, trade, information across national borders increased notably. While in 2018 newer challenges and problems emerged from obstructed acquisitions to tariff disagreements, this caused businesses to readjust and shift business locations. This turbulence caused by the obstacles mentioned calls for businesses to make strategic changes in today’s global market. How can the rising complex and challenging experiences in the global market be tackled for businesses to efficaciously internationalise? Radović-Marković, Brnjas, and Simović, (2019, p. 60) encouraged SMEs to create newer technologies that is competitive enough to use in advanced technological elucidations and processes.

































6. CONCLUSION AND RECOMMENDATION
An analytical review of significance of globalisation and why businesses indulge in globalisation was conducted. Based on the literatures reviewed the following were identified as importance of globalisation namely; it promotes technological advancement and provides opportunities for Innovators, enables advancement in research and development across borders, and promotes economic growth to nations and businesses. Furthermore, it provides opportunities for rising SMEs in new markets which were not accessible to them in the years back and finally, it paves way for foreign direct investments which creates bilateral relationship among countries and businesses. But arguments on globalisation pointed out how it subjected international market to huge challenges that are mutating and becoming intensively complex according to Radović-Marković, et al, 2019, p. 60). And its negative results on prices in developed economies was also elaborated.
Further research was done to understand why businesses indulge in globalisation and the following reasons were generated as follows; Business now know the value of Coopetition, rather than compete they form alliance with their competitors to producer higher quality and more innovative products, benefit from economic of scale through globalisation, they indulge in globalisation to gain access to global value chain which is cost effective and it enables Foreign Direct Investment (FDI). Although, certain challenges are presently experienced by businesses globally; issues of tariff disagreement, policy threats, economic fundamentals and acquisition obstruction. 
And based on the current issues identified it is recommended that businesses make strategic changes in their corporate operations so as to remain relevant, competitive and viable in the dynamic ecosystem. Finally, there is need for further research on how to measure the impact of globalisation to businesses specifically on how to properly evaluate their performance internationally, because most measurements done are mainly for the countries not businesses.
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