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Unit 15
Challenges of a global economy

GLOBALISATION: THE FACTS
Global commerce is not a new phenomenon. Merchants – like the Hanseatic League in Germany – traded internationally hundreds of years ago. But globalisation as we understand it today began in the 1950s.

The rise of Asia

Europe has always been the world leader in global commerce. In the mid-1950s the USA was second. Since then, however, the importance of Asia – especially China and India – has grown enormously. Asia has now overtaken the USA and has the second biggest share of the global market. The losers in the development of the global economy have been Africa and South and Central America. Their products are mainly agricultural and the demand for them is much less than for Asia’s main products – clothes, cars, electronics, computer components and so on.

Offshoring

At the heart of globalisation is the concept of ‘offshoring’ – producing goods or providing services in another country. Labour costs in poorer, developing countries around the world are a fraction of what they are in developed nations. Western multinationals can therefore save huge sums of money if they move 
their production overseas. Providing services like computer helplines, telemarketing and customer support is also much cheaper abroad. Two things are making offshoring possible. One is that the cost of transporting goods by sea and air is becoming cheaper all the time. (Sea freight now costs only 30% of what it did in the 1930s, and air freight only 10% of the 1930s price). The other is the revolution in communications by satellite and the internet.

Global money

People sometimes say that ‘when America sneezes, the rest of the world catches a cold’. That’s certainly what happened in 2008 when there was a crisis in the US banking system: 
it affected everyone worldwide. Money is now global. The world’s money market was opened up (‘liberalised’) in the 1980s and banks, insurance companies, private investors and many others now have trillions of dollars invested overseas. Money (‘capital’) flows constantly around the world.
The pros and cons of globalisation

For a generation of intelligent, educated young men and women in countries like India and China globalisation has brought the chance to become part of the world community. There is a new middle class of 20- and 30-year-olds in these countries, whose life is very different from that of their parents. And they don’t now all just work offshore for European or American companies. India and China have their own multinationals owned by some of the richest people in the world. However, every job that moves from Europe or the USA to a developing country means job losses at home. One of the hardest-hit groups of people is blue collar workers in the US car industry. America was the home of the automobile. In Michigan, 100,000 people once worked for General Motors (Ford). Now it’s 5,000 and the state has a high rate of unemployment, poverty and homelessness.

Concerns about globalisation

· While many people are in favour of globalisation, many others have deep concerns about what is happening.

· Pollution. China is growing extremely quickly – and so is its need for energy. Its power stations are often of the older, coal-fired type. Meanwhile modern Chinese cities like Shanghai are often blocked by traffic, as more and more people can afford cars. Can countries like China grow but ‘stay green’?

· Transport. Globalisation inevitably means the transport of goods. The goods we buy here have often travelled thousands of miles. Can that make sense when we know that transport is a major polluter?

· Rich and poor. Perhaps the biggest concern of all, though, is that globalisation isn’t helping the poorest people in the world. In fact, in many cases, it’s making their plight worse. Big multinational companies are so big that they can easily exploit workers in developing nations. (Some multinationals have bigger assets than a small country.) Sadly, it’s often children that suffer worst. It’s estimated that a quarter of a million children worldwide are forced to work – often so that we in the West can enjoy cheap goods. Can that be fair?
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