NOTES FOR THE TEACHER

CHAPTER 4 : GLOBALISATION AND THE INDIAN ECONOMY

Mot vegions of (he world wane getting ©

mereasingty
imtervonmected. While this interconnectedness

acrass couniries hns Sdimenslons —
enlturnl pullu:a! :lnt'inl und ecotioamic — this
looles at § satbon I i more Hmited

sense. It defines globalisation ss the integration
between commires through forcign irade and
foreign  investments by muliinational
carportions (MNCs. As you will notiee, the more
mﬂmﬁmﬁpﬂﬂﬂmﬂmthﬁl&u

It we hnkntlhu[mﬂlhmymﬂrm Wi

glnballsition pmtmmmungdlﬂmu elons
of the world, Wiy ace the MNCs spreading their
production to other countries and whal are the
ways i which they are doiy] so? The first part
of Hu' chapter discusses this. Rather than
redving on quaniititive estimates, the mpld tise

and inMuenee of e MNCs bas been shown

Lhrough' o varlely of exumples. mamnly drows
fromm (e Indian context. Nole that e examples

nre an nid (o explam oamore genernd pomt. While
teaching, the emphasis should be on the idens
and mm;nk-: are o be usedl i ﬂlmnﬁthu
You run alsn et 'umdn;:
passages like the one given after ion Il to
r.r:.-ﬂmn:tmn:fnrm:mwqus

Integration uhuu:haﬂhn and integration of
murkets i o key ides bebind tndimstanding the
process of globialisaton and fis il This his
been dealt with ot lenpth in this chupter.
hightighting the rale of MNCs i the process. You
have to ensure thal the si, Lidq]lngrﬂﬂpthl!ﬂﬂn
with sufficient clunty, tl:ﬁ:minﬁhlgun to the
Bl togie.

Gilohidisaition los beon Delliinled by scvoml
fnctors: Three of thess Hove been Highitivhited:
rapid Improvemnenis m technology, liberafisation
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1 mﬂﬂtfﬂnmﬂn. what & a fair development

of trdle oo invesinemi policies mid, pressures
tmm infermational orgumsations such ps the

WTO. Improvenent i technology ts i fscinn ng
areq for students and yoir may. with a few
directions. envoumge them o do (heir own
explorntions. While dississing iberalisatici vou
hove to keep inomind (hat the suutonts are

anaware of whal India was like in the
pre-liberalisation orm. A role-play could be
‘conteived (o compere anid cantrast the pre ind
-posl-lbenilisntion v, Stmilnrly, Inféemationnml

negotintions under WTO and the uncven

balarices in power are interesting subjerts thnt
ean be covered tna disenssionmode mithor than

'um

The linal section thvm the tmpact of
gdlbhalisation. To winl qmm hins ghtniﬁuamn
contributed (o the develepment 57 This
section draws ondlie topics covered in Chapters

fjrl;lunrmﬂrfﬂrtn. amtl
m.itvithdmmilhnn thie lneal environment are
nmﬂtﬁmu&mﬁgmmmwu
Incdude cotexts thail kave ol been coversd in

the chapler, Eurhu:llhntmpm.-l “of imparis-on
Sealitonn can' Be mﬁiuﬂfd 1o nnah-u smich

' iﬂmnumln
'Enwm for Infunnaﬂnn

The cal! for o fufrer globolisation bns been givern,
among others, by the Intermational Labpur
Crrgamisitbbon — mnw.ih.un. Another tnderesting
mmuﬂmmwﬂc hifgr f S u e, ong.
It gives acress Lo (he varety of agrecments !hn.l.
are being negolited ai the WTO. For

Tefntet informotion. most MNCs tove theirown

websites, If you want to critically ook at
the MNCs, one mecommended website Is
uulmmmtdulguk.




As eomsumers in loday's world. some
ol us have a wido chotee of goods and
services hefore us, The latest modots
af digital cameras, motdle phones amd
televisions made by the leading
mamifaciurs ol the world e within
aur Toeacl, Every seasomn. new maodels
of automobiles can be seen on Indian
roads. Gone are the days when
Ambrassador and Flal were the only
carson Indian roeds, Today, odlans
A hoyving cars produced by nearly
all the top companies in the world, A
stmbar exploston of brands can be
sevn) for Tnany other goods: from shirls
Io televisions Lo processed mil julces,

Such whle-ranging chioloe of woods
in our markeds 1s 4 relatively recent
phenomenon. You wouldn't have
foumnel such a wide variety of goaodsin
indian markets even lwo decades
back. In a matier of years, our
markeis have been transformed!

How do we understand these
raptd transformations? What are the
lacrtors thal are bringine aboul these
chariges? Anil. how are these clianges
affecting the lves of the people?
Wi shall dwoll on these questions in
this chapier.
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tmill the middie of the twenlicth
century. production was largely
aorganisod within couninies. What
crossed the boundares of these
cotmitries were rEw matenial, ood stuil
and Nmtshed products, Colonies such
as Dot exported raw matertaks and
food stuff and imported (Inished
gods. Trade was the main channel
commicling distant countnes. Thiswas

multinationa] corporations [MNCs)
crwerped on the scene. A MNC s a
company Lhal owis of coplrols
production tn more tian one ration.
MNCs sel tip offlces and faclories for
prodaction m egions wlere hey can
gol chieap labour and other resoupres.

This is done so0 that the cost oof

producton is low and the MNCs can
carn greater profits. Consider the

before large companles called following example.

readn.ngf- 7 Producti !
¥ by afvf MNC o :

A large MNC. producinyg tndustrial eguipment. designs tis
products n research centres i the Untted  States. anc. ther
has the comporents manigfoctured In'Ching. These are then
shipped o0 Mexto and Eastern Europe where the products
are assembled and the finished products are sold all over (the
ward, Meanmrhile: the company s customer core & camied oud
through oall cenires loeated in Indin.

This 16 o poll ferre Ine Bemdiinm, egiitprsss et tebeoonm Juniites armd aocess o
ihe Drelermet &0 protticde nformeiion and samaoel feoculidormes abmoad

o
R
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In this example the MNC 15 not onty
selling 1ts fntshed products globally,
bt more tmportant. the goods and
services are produced globally. As
# resiill, production |s organised in
Increasingly complex ways, The
production pmcess s divided into
sl parts and spreasd oul across the
globe. In the above example. Chinga
provides the advantage of belng a
cheap manufacturing locallon.
Mexdoo and Eastert Eurape dre usediil

for thelr closeness (o Lhe markels
In the US and Europe: India has
Inghly skilled engineers who can
undersiand the technlesl aspects of
production. Il also has eduraled
English speaking youlh who ran
provide customer care services. And
all this probably can mean 50-60 per
cent cost-savings for the MNC!
The advantage of spreading out
pruduction acmss Lhe borders (o Lhe
il iristionals ca be truly tmmgense.

INTERLINKING PRODUCTION ACROSS
COUNTRIES

In general. MNCs set up production

wihtere il 1s close Lo the murkels: where

tere ts sldifed and unskifled Jabour
avallabile al low costs; and where the
availlabillly ol olther faclors of
production (s assured. In addition,

MNCs might look (or governmen!

priticaes Lial ook after thetr interesis,
You will read more aboul Lhe pollcies
later in the chapter. |

Havirig assured Lhemsehves dfitlese
cunditions, MNCs set upEclortes and
Is spetil (o buy assets such as lamd.
buflding. machmes and other
egiipment 18 called investment,
Investment made by MNCs 1s calied
foreign investment Any vestment
ts made with the hope that these
assels will earn profits:

Al times, MNCs set up production
Jointly with some of the local
compames of these countries, The
et to the local company of such

Jotod production s two-lold. Fiest,

MNCs can provide money for
addititiml (nvestients, ke iving
new machines for faster production.
Steond, MNCs might bring with them
the fatesi lechnology for production.

L= S
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I T U noERraTANDING

Bul the most commen moule (or
MNC investments is (o buy up locsl
compantes and then o expand
prcluctton. MNCs with huge weallh
can guite eastly do so, To lake an
example, Cargill Foods, a very large
American MNC, has bought aver
smaller Indian companles such as
Parakh Foods. Parakh Foods had
butll a large marketing network n
varkes paris of indie, where ts brand
wwis well-repuledd. Also, Porakh Foods
M fhur ofl reftneries, wwhose control
has now shifted o Camill, Corgdl 1s
gl (he larges! proelucer of edibie off
tn Indiz, with a copacily o make 5
mullicre potches datly!

In fact, many of the lop MNCs
have wealih excecding the entire
budgets of the developing couniry
goverruments. With such enormons
wiralth. imagine the power and
influenee of these MNCs!

There's another way in which
MNCs control production: Large
MNCs in devidoped couniries plisce
oriders for production with small
producers. Garments, [ootwiar,
sports Hems are examples ol
industries where produoction is
carmted out by a large number all
snall producers amumd the workd.

vicars produced M denetoptng codnires bemg
=ofil i ISA frr Rls 8500 12145

The products are supplied to the
MNCs, which then sell these under
thelr own brand names to the
cuslomers. ‘These larpe MNCs havwe
tremiendans power Lo determine price,
quality, sdellvery, and labour
condilions for Lhese distant
producers,

Thus, we see lhal there are a
vartely ol ways nwhich the MNCS are
sproading thelr producton and
interuciing wilh local producers In
various coumnires across the globe. Iy
setiing up partnerships with' local
companles, by using Lhe local
compariles for supples, by closely
competing with the lncal companics
or buying thom up, MNCs ame exeriing
a strong infloence on production
al these distarnl locations: As a
resiill, production in thess widety
dispersed locations is petting
interlinked.

EecoNOMIO DEVELOPMENT



LET'S WORK THESE OUT

cormpe, I, one ol dhe 1. Woukd you say Fard Maiors i 3 MNC? Wilty?

:i':*ﬂ'§ "’.’H‘;‘:H - 2 Whatis toreign investment? How much did Ford Motars imvest in india?
with proditten spread 3 By %ﬁmm plants in India. MNCs such as Foid

nat onfy of the 1aige markeds Mat countnes

cner 26 counirtes of the mm@#m!.m‘. | als 1he lower custs of production, Explai

workd. Ford Motors came Ihe siaement.

to Indta 1995 and 4 Wy do you thinlk the company wanls lo develop India as 2 base.
spenl Rx, 1700 crore 1o B e s e b
el up o lomge pleml rear Toflawing factos: _ .

Chemnal. This was done (=) cast of labour and other resources in india

tn eollaboratio with () the pressnce of sevaral local manufaciurers who supply suto-
Mahiidra and Mahindra, pans fo Ford Molors , ;

a migfor ndian () cizsaness fo.a larpe number of bayess-m India and China

manifecturer of jeeps 5 Inwhal ways will the production of ars by Ford Moiors in India lead o
and trucks. By the year interinking o prodkickon? _ L

2017. Ford Motors 1pas 6 Inwhat ways 5 a MNG difierent from oiher companias™

seliing 88,000 cars m the | 7. Nearly sl majos mullinatiotals ars American, dapanese of Europsan,
Indian markets; siich as Nike, Coca-Cola, Papsi. Honda, Noloa: Can you guess why?
wiite another 181000 E —
cars wnere exporied from
India to Scuth Afnca.
Mexico, Brazl and tmited
States af Amerioa. The
COTTpETl txanis 1o
devedop Ford India as a
COMPOTIETIE SUgitng
base for s other plants

For a fomg me forelgn e as hem

To pat i simply, {rﬂlgu irate

the maln chanme] conpecting

couninies, in st ory you would have
read about the trade rpules
connecting ndia and Souih Asta o
markels both in the East and Wesl
amnd the extensive irade that took place
nlong these routes. Also, you would
remimber that i was tmding fnlerests
which atiracted varions lrading
rompanies such as the Easl India
Company Lo [ndia. Whal Lthea s (he
basic flinetion of forelgn trade?

GLoaLIsSATION anD THE Inpian Ecoxony I 1 N

creates an opporiumiy for the
producers to reach beyond the
domestic markets, Le.omarkels of thedr
owT conniries. M'roducers cansell thelr
produce not anty n markels located
within the country bul can also
compeie in markeis located in other
coumnitries of the world, Simitarly, forthe
buyers. tmport of goods produced In
another country I1s one way of
exparnding the choloe of prods bevaorud
what 15 domestically produced.

el B
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Lel s see the clle
througl th
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of of foretgn frade
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i the Indian mi nricts

Chingse manufacturéers Tevirmm
qf an oppariuntty lo expiar ogs
1o Inclia, shere Woys are sold al
a high price. They slari
exporiiig-plositc woys (o India
Buyers tn i nbw hase Hhe
option af choosing belivden
Irielion aned  the Chinese togs.
Berause of the cheaper prices
andd newn designs. Chinese toys
become mare popular 'in the
Indion markeis. Within a yean
J00 o g0 per cent ol the oy
shops have replaced Indian
tonjs wmth Chinese loys. Toijs
gre now ofeaper m the- Indian
mmarkets than eariier,

I'"'""‘_"

TDYS & GAMES s
H- SPORTS & COURIE

Chinese Toyy invv Indiaw

What 5 happening here? As a
resull of trade, Chinese loys
come? tniey the Indlan markels
in the compelllion belwedn
indlan and Chinese [(oys
Chinese (oys prove beller
Idinm buyers have a griater
cholce of toys and of lower
prices. For the Chinese Loy
makers: this propldes  art
opportiniy o expomd business.

e oppostie 1s rue for [neton
toy makers. They face Insses,
s i{helr togs are selling
M £S5,

-
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In general, wilh the opening aof
trade; gonds travel fm one market
to anotlur. Chotee of goodds I the
markets rises. Prices of similar poids
in the two markels tend Lo beoomnd
equal. And. producers in the two
coninitries rw closely comele Againsd
cach other even though they are
separaled by thousands of miles!
Forelgn trade thus results in
connecting the markets or
integration of markets in different
countries, '

mmﬂmm fremm Baoh the MNC brands and fmporis.

LET'S WORK THESE OUT

izile gty Joctng sl

iF mmm main channel conpeching couniries in he past? How is i diferant

z mmmumﬁawmm
3 hmﬂ China hais bedn impotfing stesl kom India. Explainhow the impor

/ China will e

ﬁu}mmmmmm
:h}meinnrmminmdhr

.....

£ Hom will the mmﬂmﬁm Iqlﬂamhﬂ'ﬂmﬁmmﬂ'}ﬁﬁ Iaadhmtagrahnn
of merksts for Mmmmwm

In the past two o hree decades. more
ant more MNCs have been looking for
lncattons around the world which
wotld be cheap for thedr pridoction.
Forelgn Invesimoeni by MNCs in (hese
rouniries has been rising. Al the same
tmme, forelgn trade botween conntnes
hias heen rising rapldly. A large parl
of the lorelgn trade 15 also controliod
by MNCs: For instance. Lhe car
mannlacturing planl of Forl Molors
tn Inehts ot anly prodooes cirs for Uie
indlan merkets, I alsa exports cans
to other developing connires and
CXPOTES CAF compaents for s many
factores aroumd the workl. Likewise,
activities of most MNCs Involve
subsianual ade in goods and also
BETVIOUS.

GLOBALISATION AMD

el B
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The resull of grealer forelgn
Investmen! qud grealer frelgn trade

lias been grealer inlegralion ol

provduction and markels across
countries, Globalisation is this
process of rapld Integration or

corlact with each otber than 8 few
decades bark.

Besides the movements of goods,
services, tmastments and lechinology.
thwere 1s one more way inwhich twe
couniries can be comnecled. This 1S

interconnection between countries.
MNCs are playing a major role in
the globalisallon process, More
and more goods and services,
investments and technology are
moving beiween countries. Mosl
reglons of the world are 0 closer

through the movement of peaple
between couniries. People usually
mave from one country lo another in
search of better intome, betler jobs or
better education, In the past [ow
decailes, Howiwer, Lhere has tiol been
much incredase n e movement ol
preople belween countries due Lo

yvarions mesiricions.

1. What is tha ol of MNCs i the giobaisation process?

Z Whal are the vatous ways In which couniries can be
inkadT '

3. Choose ihe correct option.
Globalisation, by connecting couniries, ehall resutt ih
) besser compeliton among producers.

(b} gremtis competition Smong producers.
{61 n ¢hange in competiion among producess:

= e L

Technology

Rapld mmprovement in (dchnoldgy i\ been one major (Bctor that has
siimulated the globalisallon process, For instancee, the past (Mly years liave
savm several improvements in imnsportalion lechnotogy, This has made much
fsler deltiviery of goolls across Tong distanees possihle at lower cosis,

Contminers for
Draunsport of goods

Goweds are placed tn conlatneTs
that cam be lvaded tniact onto
ships, ralhiways. planes and ricks.
Containers have led to huge
recluction tn port handitng cosls
and ncreased the speed with
which exports oan reach markels.
Stmilariy, the cosl of atr transport
heas faflen. This has enabledd mach
gredater polumes of goods being
Iranspariexd by atrtines:

__F.-LI|;:.=:~5 anDiNG Economio DeveELopMmENT
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Even more remuarkable ave beety
the developmients in information and

communjcation technology. In
recenl Umes, lechnology in the areas

amazing worid ol imternet. where you
can obtam and share Information on
almos! anviling vou want o know.
Intemiel also alliows us 1o senl nstant

clecironic mail (e-matl) and talk
{volce-mall] across Lhe world at
megligibie cosis.

ol teleromuinleations, commiters,
Intermel has heen changtng rapldly.
Telecammunicatlon @Acilitles (tele-
grapl, lelephume inciuding maobile
phones, g ane wsed (o contact one
anather around the world, Lo access
information instanily, and (o
conmunicate fom remole arvas, This
has been factlitated by salelliie
vommunicalion devices, AX yoll
worihl] be aware, compulers have now
entered almos! every fleld of activiiy.
You mislt have also veniured o e

. i Lechninlogy St .
~pilon e ‘
rmation atil eTinULneE > - .
15"{1—:.31_ Tt in short) huf-_ pmg.rnd A m:f ml_r u : IT
spreading out pwdn:::t::; :-r .-n.mm_ G o bﬁ' | 7 7

geT0SS CoMntries. -

. A news magtne publishod for Lontdon
readers 1S 1o be desipried and printed 1
Dellil. The text of U magaxine 1s soeril
ihroneh Internet e Delhloffice. The
designers In the Delhl office gol
orders on how to destgn the magazine
from the office in Londen using
telecommunicailon facllities. The
diesigning (s done ona computor. Afler
proniing, the magazines are sent by atr
to Londaon. Even the payment of money
for destgning and printing trom a bank
in London to @ bank in Delhd = done
instantly through the Interncl
{e-banking)!

1. In the abave =xample, andarine the
wards dascribing the use of
technology

i proucticin
2 How Is informalian lechnilogy
‘giobalisation have beer possible
‘wathout sxpansion of 17

GLoBaLIsSATION anD THE Inpian Ecoxony N . - T
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Liberalisation of foreign trade
and foreign investment
policy

Lt us retm (o e example of Wmpons
al Chinese (oys o lndia. Suppose the
Indian governmenl puts & lax an
tmpart of loyk What would happen®?
Those who wish to iImpdrl these (oys
worntkd lmve to paey tax on Lis. Becanss
of te fax, buyers will have o pay a
Higlier price an tomported loys. Clhilness
Loy will 1o lowger be as cheap i L
Indtati markets and thporis from
Clitna will attomatically reduce.
ndian ioy-makers will prosper.

Tax on Impors 1s an examplie af
trade barrier. 1L 1s called a barmier
bocause some resificton has been sel
up. Governments can use irade
barriers to inorease or decrease
{regulaie) forelgn {rade and {o declde
whal kinds of goods and how mch
of rach, shondd come inko the conmtry,

The Indtan government, after
Independence. had pul barrers o
foretgn trade and (oreien mvestment.
This was copsidensd necossary o
protect the producers within the
country  from forelgn competiton.
Inclusizies were jusi coming up inthe
19508 and 1960s, and competiion
rom tmparts at thal stage would not
leave aliowed these industries to come
up. Thus, Indta allowed tmports
of only essential Htems such as

machinery, fertillsers, pelroleam
ete. Note that all developed
countres, during {he early stages of
development, lave given protection (o
domeste procucers through a varety
ol meatls.

Starting around 1991, some fur-
reachmg changes in pollcy were nade
it Indis, The gwernment dicided thal
the ltme Had come (or indlan

producers Lo compete withi producers

around the globe. 1L fell that

compoetition woulll Improve e
performance of producers witlim Uie
commiry sthce Lhey would have o
mmprove thetr quality. This dectsion
was supported by powerful
miemations organtsations.

Thns, barriers on jorelgn trade and
Torolgn nvestment were removed toa
large oxtent: "This meant that goods
could be imported and exporied
easiy aml also fomwign companles
roitld set up laclories and offlces
fomae,

‘Removing barriers or restrictions
set by the government ls what s

known as liberalisation. Wiih

Hberalsation of trade, businesses are
allowerl 1o make decisions [reely
aboul whal they wish o Import or
export. The governmenl Imposes
mwuch less resirictions than belore
and s therefore sald (o be more
Uberal

ogE:

I " W L) iperavanDing Economio DeveLopMmENT



We have seen that the Uberalisaiion
of foretgn trade and investment o
india was supported by some very
poworul iniemational organisations.
These organisations say that all
harrlers (o foreign trede and
invesimenl are harminl, There
should be no barriers:. Traide
between conmitmies shonld be e,
All coundries in the world shonkd
Hberalise thetr policies.

World Trade Organtsstion (WTO) s
ane such orpanisalion whose atm s
lo lberalise mlemallonal rade,
Startedd sl the nlliative of the

developed coumtries, WTO estahlishes
ules reganling nlermalional trde.
and sovs Lt these mles are obeyed.,
Aboutl 180 countoles of e world ane
curmently miembers aof the WTO,

Though WTO 1s supposed (o allow
free trade for &1L, practioe. ) s seen
that the developed couniries have
nnfairly refatned trade barriers. On
e ethier hand. WTO miles have oroxd
e developing counlties o remove
trade armiers. An example of Lhis (s
the current debiale on trade in
agricullural products,

Yo have seen in Chapter 2, that the
dgriculiure sector protides the bulk
of employment and a stgnificant
porifon of the GDF In India.
Compare Lthis to a developed
couniny such as the 125 with the
share of agriculiire in GDP al 1'%
aned s share in lolal employment
a iy 0.5%) And et this very
small percenlage qf pt:{iph_'
who are '
agriculiure in the US receny
MUESsIE siums of money from
the US governmenl for
producticn and for exporis o
other couniries. Due 1o Uhis
masstve money that they
revelre, US farmers ool sell
the farm produclis al
abnormally low prices. The
surplus farm’ products are
sotd in other couning markets
at lmp  prices, adpersely
affecting farmers in these
CHUTITEES.

T T

Debate ow Trade Pracitices

1

Peveloping couniries are: therefore. asking the
developed country qovgrmunents, “We have
rediced trade barriers as per WO niles. Bud you
have lgnored the rules of WTO and have
conlinued (o pay your farmers vas! sums of
mongy, Your have asioeyd our govermmenis (o slop
supporting our farmers, bul you are dotng so
yourseiies. Is this free and falr trade?"

™

GLosavLisation anp THE Inoian Econony N |
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LET'S WORK THE

1. Fill i the blanks.
WTO was siared 21 e wifidive al tountnes. The aith of e WTD 50
- WTO asiablishes niles regarding fat
all pourtrles. end =s=thal In praitics Irnde belwesn counifles
is ol _ Daveloping counfries like india have
where&dm-ébped countties. m many cases, have continued
B provcs RoEchon o el wodioers

= e

e
. 1 & » iy
- =Bl |}

Whal to youl think can be done so thal Trada betwesn couritries &5 more fair?

3. In/the above examplle. we saw'that 115 gbvemiten) glves masshe sams ol monsy
k2 tanmess for produchinn, Al mes; povemmenis Siso give SHppon B promote proceion
ol cartain types ol goods, cish as hose wisch are envimnmentally friendy, Disouss
vihather these ard falf of not

In the last twenty years, globalisation
af the ndian coonomy has come &
lonrg winy. Whal has heon s eflee] én
Lhe Itves of peaple? Lel s ook al
st af e eviderice.

Globalisallobn and
compoetition among producers - ball
lpcal and forelgn prodicers- Has beein
of advanlage o CcoRSUMErs.
pariiculardy the woll-off sections inthe
urban arcas. Therels grealer cloee
belore: Lhese consumers wimn now
enjoy mproved qualty and lower
prices [or sevinmd prodiis: Asa wsall
these people today, enjoy much

Hishor standamds of iving than was
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Among producers amd workers,
the tmpact of globallsation has nol

Doy niform.

Firsily, MNGs have moreased (hetr
trivestments tn india over the past 20
vears, which means tirvissting i india
has been benellclal for them, MNCS
litwe Deent Interested i1 thdusires
such as cell phones. sulsmobiles.
cloclones. soll drinks, fast lood or
sepvices stcll as Danking i urban
areas. These products have a larpe
number of woll-off buyers. In these
nifusimnes and semvices, niow jobs have
beort created. Also, local companies
supplying Taw maierats, ole, 1o these
mdnstries ave prospered




Stepy to- Atlract Foreigw Irweslmend

In recend years, the central and state
< In Intla are taking spoectal
sleps Lo atlracl forelgn compantes to
Invest tn i ndustrial zones, called
Spectal Economic Zones (SEZs), are
betng set tp. SEZs are (o have world class
Tactlitles: electricity. waler. roods,
transporl, storage, recreational and
a:fm:aunaal factlities. Companes wito sel
‘up production untts in the SEZs do not
shaw to pay taxesfor an inftial pedod of
Jve yrars.

(Govermment has also allowed
flexibiity i the tabour laws (0 atlmot
foretgn (nvestment. You have seon in
Chapler 2 that the compantes i the
orginised seclor have (o obey coriain
rules that wm to protect the wirkers'

ﬂg[ﬂs.lulilnrmmymmegwmmn
Hzs allowed Lo dexhore sty of
these. Instead of hirtng workers on a
repular basts, compantes lure worlters
‘Textbly’ for short pertods wlion there s
miotse of work. This is done 1o

However, siill mol satisfied. foreign
mmﬂmmdﬂmndm;m Aexibifity
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Secondly, several of the top Indian
caompanles fusve beon able Lo benefit
Ironn e tereased eompetton. They
T trvestod tn nower Lo Frali|
production methods and mised thiie
production stundards. Some have
gatried from sucoessiul collaborations
with foretgn companiss.

Moreover, globalisaltion has
rnabled some large indian companies
io cmerge as muliinationals
themselves! Tata Motors (aulo-
maobiles). Infosys (IT). Ranbaxy
(medicines), Astan Painis (patnis).
Sundaram Fasteners (muts and bolts)

are some Idian companies which
are spreading Lthelr operallons
worldwide.

Globalisatlon has also crealed
new opportuntties for companies
providing services. particularly those
Invalving IT. The Indian company
productng amagazine for the London
based] rompany amd call conires are
some cxamples.  Bestiles, a host of
services such as dala eniry. account-
ng. adminisimaiive tasks, mgineering
are now being done cheaply in
countries such as india and are
exparied (0 the developed eountries.

LET'S WORK THESE OUT

s competition bansfited peopls in Ingia?

" more liyiam comparyes emerge 25 MNCS? How waald ft benieit the peaple n
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Small producers: Compete or perish
. . " 4
For a large number ol small_ producers an
workers dgiohalisation has posed major
cliliengss.

Rising Competition

Reapi diel ot et thet he wxalel have
o frice a erisls o such o short prerioed
of his lfe ex ndustrialist. Raot took o
loan froem the bank to sturl hix own
company producing capacitors in 1999
in Hosuy, an indusirial toum el Togrmil
Nadu. Capacitors are used i meny
electronic home applianees including
tube lights, television ofe. Within three
pears. he was able 1o expand
production. and had 20 tworkers

workireg (mder Rim,

His straggle o nin his compemny; staariend
when the government remmoved

restnelions on . mports of CENICTiors as.
PeT IS agrevmient at WIT in 2001, His.

main clients, the telpvision COMpRies,

used o huy different conmponents
including capacttors 0 bulk Jor the
matiifacture of telppizion sels,
Howssver, competition from the MNC
brands forced the Indiarn television
Campanies (o mowe inilo usserhling
activitles for MNCs, Even 1heri Soume
of them bought capacitars. Lheriy uinisgled
prefer to tmport as the price of the
imported Hem was half the price
chargesd by people tike Reme '

Ravi noww prodiees Jess than half the
crpxicitors ihat e produced inthe year
2000 and has only seven workers
wnarking for lim, Mary of Rani's frieneds
1 the same business in Hyderabad
uridd, Chennnd hane closed thedr ynies,

Battenes, capacilors, plistics, lovs, tyres, dalry ;:mi:;niﬁ; “::J:Jli
vegetabile o)l are somie examples of Industries where H"I o
mantfacturers have been Lt Hard due to competition. E_r:'(tmmr
the units have shut down rendering many wurkm Jobiess, ;
small and medinm indusines in india employ the largest nunﬂw“uw '
ol workers {1+ crores) in the couniry, next ouly (o agrieuiture.

LET'S WORK THESE OUT

1 et @ e wags m which Ravis smal progueticn umt was sfiectsd by fsing comipstition?
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"X prooLeers such 3¢ R shop produeion besauss e st of prodketion € et compated o
= things t0 compess Detler [ the market
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Competition and Uncertain Employment

Globalisation and the pressure of competition have substanially changed the lves
of workers. Faced with growing compeiiion, most employvers these days prefer (o
empitoy workers “Uexbly’ This means thal workers' jobs are no longer secune.

Lk 11 see Liow Lhe workers b Lhe sarmetil export Indiisiny
tri Inidta are having Lo bear thils pressare ol competition.

Fuiotowy wxriors (ofding garmeni for cxpoet. Thotght globalismtion hits oronied Chpontirilie= forpokd Wark for
niriert, Uie cond it gl empsomemt shinus Ul oomem S devder] o falr shore of benefis

Larpe MNCs i the garmend Industry m [

Fumpe and Amenica order thelr proghocts
from Imlan exporiers. These large MNCs
wilth woridwide network ook (o the chicapist
gootls In order Lo maximise (hetr prufits. To
gl Lthese large orders, Indian garmenl
exporters 1ry hand (o cul thelr own oosts, As
cost of mw materials cannot be modoced,
expuirters iy Lo cul labour costs. Wheme
earller a laclory used Lo employ Workers an
a permanen! basts, now they employ workers
ardy on A lempoyany basts so thal they do
nod have (o pay workers [or the whole yesir
Workers also have Lo pul in very long
working hoirs snd work nlght shifts on 4
regiiar basts during the pueik season. Wages
are low and workers are forced ‘(o work
overiime 1o make both endsmeet.

Whilke Uits corrmpaeittion s Hie ssrmerl
exporiers Has alowied e MNCs Lo il Larpe
prallls, workers are desied e Esir share ol
benenis brought sboul By globallsation.

A Garment Worker

75 year old Sushila has spenl 1N
|3|‘fﬁ'$ asa \arker in garmend expor
indiestry of Delhic She s employped
s ‘peririeTil 1orkeT’ entitled fo
'EL‘I‘J“F-E insurance, provident funed.
overtime al o doulle rale uthert
Syshila’s fuctory clised (n the lale
1 9s. .ﬂjﬂ:r searchiing for ajob _for
sle moniths, she finmaily ol a jobr 30
ferrn, aaeoeryy frorn pehiere st livwes, Eve'n
after working in this jaclory [or
seperal yeurs. she is o leimporiary
narker and earns less than half of
what she was earning carlier
Suchila leaies her house every
TR, SEOeTL IS e de gl )
aurh, and relurns at 10 pow A :I.-'n_;
of[ fromt wark menns no uage. She
hers noatis of e beriefiis she ressecd
to et eardier, Faclories « loser (o fer
e hoe widlely fuctuating orders
ol (herefore pay even eSS,

Frart P2



The conditions of work and te hardships of the workers described above
hiave become common to many indusintal units and services n India. Most
workers, today, are employed 1 the unsrganised seclor. Moreover, InrTeasingly
candittons of work In the orpantsed seclor have come (o resemble the
unnrganised seclor, Workers in Lhe orzanised sector such as Sushila no longer

gl the protection and benetlls thal they enjoyed earlier:

LET'S WORK THESE OUT
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THE STRUGGLE FOR A FAIR GLOBALISATION

The above ovidence indicates that

nol everyone has benellted from

Elobalisation. Peipie with educalion,

skill and weslth Irave madoe the lest

use of the new opporiumilies. On ile
other hand. there are many people
whio have not shared the benetits,

Since globahsatlon is now a
realtty, the guestion 1s how Lo
mike globalisallon more ‘fair'?
Fair globalisation would create
apporiuntlies for all. and also ensure
thal the beneflis of globalisation ane
shiared bettier,

The governmenlt can play a major
role i making Lids possible. [is
polletes must protect e terests, not
arly of the vich and the powetful, bol
all e peaple th U coumntry. You liave
read about some of the pessible steps
that the govermment can lake. For
msiance. Hie govermmoent ¢an erisiure

ogE:

that Tabour laws are properly

implemented and the workers gel

thetr rights: Il can suppori small

producers (o improve thelr
performance (1l the tme thoy becoma
atrong cnough to compete. N
necessary, (he povernmend can use
trade anmd ivestment bamers, # can
negotiate at the WTO for Tatrer miies”.
It can also align with other developing
counifies wilh stmilar interests (o
fight against the domination of
doveloped counides in the WTO,

in the pasi few years. massive
campatgns and representation by
people’s. organisations have
mfuenced tmportant degisions
refating to trade-and invesimenis &t
the WTD. This has demonstrated
that people also can play an
important role in the stnaggle for fatr
globalisation.

I [ | )up=rsvanning Economio Deveropment



L = chipler, wo Jooked al e
prgsent phiise of giobelisalion.
Globalisatton ts the prrooess ol
mptd miegrtion of couminies
This 1s happening thiough
sl forelen trade amd lorelen
Investmmenl. MNCS Are payine a
major mbe in e globalisation
process, More amd more MNCS
are looking tor locations grovul
the wieir i thuit are cheap for iitr
productlon. As b resall,
rodfuctiion 15 hitng oneanlsd
In complex-ways.

Technolgiy, particulary IT.
has plaved a blg role in
organtsing production across
UoUnLries. in addition,
hberalisation ol rade and

investment Has fnetitated
globallsation by Temoving
barrders 1o trade and
investmenl. Al the inter-
natlonal level, WiQ has pul
pressure on developing con-
iries o liberallse trade amd
iestment

While pglobdllsatlon has
Bemedited well-off consumers
amd also producers with skitl,
edducation amdl wealll, many
small producers and workers
have suffered a8 4 resali of e
rising competition, Fair
globulisatlon would credle
apportumtties forulll and also
ensure that the beneflts of
Blobedlsailol) are stigmed elter




EXERCISES
I What do you undstsiind by glutalisation Explain i your own words,
2. Wihal were tha tessofis Jor putling bamiers to foreigh trade and lorainn Investment by
tha Iridian government? Why tid it wish 1o remove these bartiers?.
3. How woudkd flaxibiity in I4bour laws belp comparies?
4. What avethavarious ways in which MNCs set up. coitol of produce in ofhat countries?
5. Wy do developed colmbies want developing countries Lo beralise i Irade and
invesiment? What do you fiink should the developing connries demand in retum?
6. *The impact of giobalisaion has ot been uniform.” Explain Ifis stafemant.
T Humm of rade and investmant palicies helped the giobatisation
& #ﬂﬁwﬂﬂ;‘m&meWM

8. Mmmmwhﬂmmmmmmwﬂmn -
imhmyrmsmmm'nmﬁurmm i~

' One 2 saving giobalisation
mmmﬂmmmm&g ' |

115l i e blgnks!
mmmamm{m‘ﬁnmm@wm Tiis.
Emmﬂmmnm -, __ Mieiiets i Indis aie selifig
gooas produced [ many other countries TiHs méans theta is increastng.

wiln ather countries. Morsover: the rising nurmber of brands that we.

ﬁéﬂ'#i-#ie makEs nmmm WW‘M‘# MNCs are investing In India
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ﬁ]mwtﬁqﬁmmmuumu: mwm . Spotis

Mwmwm (¢} Call cartres

mwmwlmmmu () Tata Motors, infosys, Ranbaxy
MSmmtm Imestad (8] Trade bamars
mmmum




13 .Chooee the most appopnate opian,
I} The past two decades of globalisafion Nas sedn ragid mbvemenising
fa) ghoits: services and pedple between colniiniss.
b)) goods, savices and fivestments Betiwsen colintries.
mmwmmmm
i) mnﬁmmm;wwmmwmw
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6) 01 workers i lie deveioping countries
{d none of the abave




