PAGE  
[image: image2.jpg]


[image: image2.jpg]

Worksheet 3   Causes of Globalization 2 : Understanding Globalization from the Economic Perspective
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Information for Teachers


Group Discussion

Sources A and B contain information regarding multinational enterprises/groups. Read the Sources and then answer the questions.

Source A

Although Coca-Cola was first created in the United States, it quickly became popular wherever it went. Our first international bottling plants opened in 1906 in Canada, Cuba and Panama, soon followed by many more. Today, we produce nearly 400 brands in over 200 countries. More than 70 percent of our income comes from outside the U.S., but the real reason we are a truly global company is that our products meet the varied taste preferences of consumers everywhere.

One of our great strengths is our ability to conduct business on a worldwide scale while maintaining a local approach. At the heart of this approach is our bottling system. Since we reach six billion consumers in over 200 countries, our bottling system has to be the best.

Our bottling partners are local companies - some independently owned, some partially owned by The Coca-Cola Company - so they are rooted in their communities, thinking and acting locally. They are employers, purchasers of local goods and services, good neighbors, and, of course, producers of the world's most popular beverages.

Source:
http://www2.coca-cola.com/ourcompany/aboutbottling.html
http://www2.coca-cola.com/ourcompany/aroundworld.html
1. According to Source A, Coca-Cola has set up bottling plants in various parts of the world.  Suggest two possible advantages that such an arrangement may bring to the company.
	Suggested answer: Lower wages; cheaper factories; more convenient material 

	supply; cheaper electricity; Tax concession offered by local governments; easier 

	to get enter the local markets, etc.


2. Coca-Cola has set up bottling plants all over the world. How does this benefit the people in these places? List two benefits.

	Suggested answers: Inflow of foreign capital; Inflow of advanced 

	technology; Inflow of advanced management experience.

	Providing abundant job opportunities for the local people; speeding up the 

	development of local car industry. . . .


Source B


3. For an international corporation like the HSBC, how does understanding local cultures and respecting local wisdom benefit its operation? Suggest two ways. 
	Suggested answers: more appropriate services to local people; 

	easier access to local markets; making local people feel that they are

	respected and do not mind HSBC’s foreign origin; bringing in wisdom from 

	other places for reform and innovation; ……


Let’s Think

Think about an international enterprise most familiar to your group and list its products/services that you have used.
	Free answers from students

	

	


Does the international enterprise set up production base/line in other parts of the world? How does the international enterprise adopt to local cultures?
	Free answers from students
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Reference Materials for Teachers

lobalization brought about by the operational mode of capitalism

Economically speaking, the aim to set up a company is to obtain optimum profits. Of course there are other possible reasons (such as to kill time, to develop one’s skills, to make contributions to society, etc.). However, for modern enterprises, their most important consideration is to obtain optimum profits.

The means to obtain optimum profits is nothing more than lowering cost and increasing revenue. Given the condition of advanced communication and information technology, a very good means is to develop an enterprise into a multinational corporation. 
Multinational companies began to develop rapidly in the 1960s. United Nations statistics show that in 1970 there were only about 7000 multinational companies in the world, but by 1988, there were altogether 53,000 such companies, with 450,000 overseas branches. Their overseas capital reached a total of 12,600 billion US dollars. The rapid expansion of these multinational companies has become an important force and carrier of the globalization process. 
These multinational companies are demands and profits oriented. The increase in demands and the expansion of markets would objectively require them to expand their scale, increase their production, and break through regional constraints. At the same time, this is also a manifestation of their profits-oriented nature, because it will not only enable them to benefit from the economies of scale, but also obtain regional advantages. 

Globalization has quickened the worldwide free-flow rationalization of production factors and formed a large unified global market. By fully utilizing idle resources and breaking the closed state of market, global wealth has increased rapidly. Statistics show that, since the end of the Second World War, the weighting of international trade in world productivity has increased from 7% to 21%, and in the last 40 years, while world productivity has increased 5 fold, international trade has increased 14 fold. In the last 20 years, annual overseas direct investment has increased from 25 billion to 350 billions US dollars, a growth of almost 12 times. All these are immense opportunities for countries at different levels of development. It is also one of the most important factors for the rise of living standard across the world. 
Of course, economic globalization does not bring about economic advantages only. On one hand, economic globalization promotes the effective utilization and reasonable distribution of global resources, thus forming an appropriate international system of division of labour, enhancing the cooperation and exchange of international economy, finance and trade, and promoting the harmonious development of global economy, welfare, and social development. Military and ideological conflicts gradually give way to economic and technological competitions. On the other hand, however, globalization intensifies the economic disputes and the uneven distributions among nations, thus aggravating the unbalanced development of world economy. Therefore, economic security is increasingly a general concern among nations. At the same time, it has become harder to predict the development of world economy and economic changes of individual nations. 

Economic integration quickens globalization 

Economic integration refers to the process of removing institutional obstacles due to national differences during their economic encounters. It results in the formation of a global economy in which international economic activities will not be hindered by national differences. 

Economic integration is typically manifested in the formation of cross-national economic unities/cooperation organizations and the removal of obstacles to mutual economic encounters (such as tariff and complicated procedures) in order to achieve free economic activities among nations. 

According to statistics, apart from those aiming at the development and utilization of natural resources and forum organizations, currently there are 25 regional economic cooperative organizations of various forms in the world (North America Free Trade Agreement (NAFTA), European Union (EU), and Asia-Pacific Economic Co-operation (APEC) included). These economic cooperation organizations have enhanced mutual trade and investment relationships through regional free circulation of production factors. 
In a word, the operational mode of capitalism, especially ‘profit optimization’, is the basic (some people consider it the greatest and most important) force behind the development of multinational enterprises, economic integration, and globalization.
Do you recognize me? 





Do you know my place of origin? 





Do you know where I was born?








Nike originated from the United States. Nowadays most of the product design is carried out in the United States, while production relies on cheap labour in Asia. Raw materials come from various countries, and marketing of products takes place worldwide.   





德國福士車廠的環球生產系統








	HSBC  The world’s local bank


To fully understand a country and its culture, you must first become one of its members.





This explains why HSBC has set up more local branches than any other banks in the world, and why it always hires local people to work in these branches.





Local employees allow us to see the financial opportunities that the non-locals usually miss out.





Such investment opportunities benefit not only the local people but also every customer of HSBC as a result of sharing reform and creative ideas through the HSBC network.





We can say that local wisdom has facilitated HSBC operations throughout the world.





【translated from HSBC website www.hsbc.com】








