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CHAPTER 1

Introduction 
Understanding Globalisation

Globalisation is something of a buzzword today. With trade and investment barriers between countries rapidly breaking down, companies are spreading their operations across the globe and consumers are able to access an ever-growing basket of goods and services. More and more companies are increasingly beginning to take into account what is happening across the world, rather than in only the country in which they are based. In short, globalisation is affecting a vast section of the society, whether people realise it or not.


Even in a developing country like India, globalisation is being taken seriously by several blue chip companies. Ranbaxy, Satyam, Asian paints, Infosys and NIIT are only a few of these. These companies are looking actively at overseas locations, not only to market their wares, but even to set up full-fledged operations and Research & Development centres.  Some like Infosys are adopting global corporate governance standards, inviting international experts to join their board. Ranbaxy has appointed a British national as its President. Many Indian companies are also following international disclosure norms and tapping capital markets in the West to fund their future expansion plans. 


Globalisation, however, is a much misunderstood word. In our country, the term is used loosely, very often, without a proper understanding of its true significance. Recently, on the cover page of one of India's most reputed business magazines,1 many readers were excited to see the item, ‘Reliance’s Globalisation’.  After carefully reading the article, they found nothing in it even remotely connected to globalisation. Some companies think it fashionable to use the word globalisation. It is obvious that in many cases, business leaders, while professing their commitment to globalisation, are only paying lip service or trying to impress outsiders.  Therefore, it becomes important for students and practitioners of management to have a high degree of conceptual clarity when using the term globalisation. 


While we shall try to understand the meaning of a truly global or transnational corporation in a subsequent chapter, it is useful at this stage to define the meaning of globalization at a macro level.  According to Ruud Lubbers2: “Globalization is a process in which geographic distance becomes less a factor in the establishment and sustenance of border crossing, long 
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distance economic, political and socio cultural relations. People become aware of this fact. Networks of relations and dependencies therefore become
potentially border crossing and worldwide. This potential internationalization of relations and inter dependencies therefore causes fear, resistance, actions and reactions.” 

A Historical Perspective

Though globalisation is a hot topic for discussion today, it is not as if the world is seeing  rapid international economic integration for the first time. During the fifty years before World War I, the world had seen large movements of goods, capital and people across national borders. The main globalisation drivers then were reduction in tariffs and a sharp fall in transportation costs, thanks to the railways and steamships.  Later, protectionism increased, and during the inter war period, world trade shrank, as did international capital flows. After World War II, many countries imposed capital controls. Subsequently, countries realised the need to remove trade barriers and attempted to come together through a new institutional mechanism, the General Agreement on Tariffs and Trade (GATT). This institution conducted several rounds of talks among member countries to reduce both tariff and non tariff barriers. As a result, international trade volumes picked up again. (See Box Item on Multilateral Trading System).


In recent times, along with liberalisation of trade, restrictions on capital flows have also been eliminated to a large extent. Till the early 1970s, the major countries of the world followed the Bretton Woods exchange rate system. This essentially meant fixed exchange rates, with the dollar acting as the international reserve currency. Later, the US ran up huge trade deficits and felt the need to devalue the dollar. By this time, the dollar had lost some amount of credibility while currencies such as the Deutschemark and the Yen had strengthened.  In the early 1970s, the Bretton Woods system collapsed and floating exchange rates came into existence. The US and Germany soon removed capital controls, followed by Britain (1979). Other countries such as Japan, France and Italy followed.  


As the new millenium gets underway, we are seeing greater, freer and faster flows of goods, services and capital across the world, thanks to a greater commitment on the part of nation states to remove trade and capital restrictions. Between* 1970 and 1997, as many as 102 countries removed exchange controls relating to the imports of goods and services.  Movements of capital have also become easier and faster.  Nothing symbolises the rapid ===================================================================
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integration of the world’s financial markets better than the widespread use of the US Dollar as the medium of day to day domestic transactions in many countries, especially in Latin America.  Indeed, countries like Panama, Ecuador and  El Salvador have surrendered their national currencies and embraced the US Dollar, a phenomenon described by economists as Dollarisation.  There have also been persistent rumours that Argentina and Hong Kong whose currencies are strongly pegged to the US Dollar may dollarise.

The emergence of  a global economy

As trade and investment barriers have shrunk, linkages among the different economies have strengthened.  This process has been facilitated by a sharp decline in transportation and communication costs. Between 1930 and 19901, air transportation costs per mile fell from roughly 68 cents (adjusted for 1990) to 11 cents. The unit cost2 of sea freight fell by 70% in real terms between the early 1980s & 1996. And the cost of a three-minute telephone call3 between New York and London (adjusted for 1996) fell from $300 in 1930 to about $1 by the late 1990s. 

There is enough statistical evidence to demonstrate the growing  importance of international trade and cross border investments. The ratio of exports to global output had increased from 7%4 in 1950 to 15% by the mid 1990s. Between 1991 and 1996, FDI flows are estimated to have grown at 12% a year. In 19965, the global stock of FDI was  $3200 billion, of which 37% had gone to developing countries. According to a World Bank estimate6, the share in world output of multinational affiliates increased from 4.5% in 1970 to 7.5% in 1995. As multinational corporations spread their wings, intra firm trade is also increasing. In the US, by the early 1990s, intra firm imports were accounting for more than 40% of total imports. By this time7, an estimated 70% of global payments of royalties and fees were apparently transactions among parent companies and their overseas subsidiaries. Between 1966 and 19938, exports by companies in which US MNCs had a majority shareholding, rose from 20% of sales to 40%. According to a study conducted by McKinsey, global markets9 accounted for $6 trillion (20%) of the world’s 
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McKinsey Quarterly, 1999 Number 4, for more details.

GDP of $28 trillion in 1997. By 2027,  McKinsey expects the contribution of global markets to jump to $73 trillion, more than 80% of the world’s output.

The Multilateral Trading System*

In the past 50 years there has been a phenomenal growth in world trade.  The total trade conducted in 1997 was about 14 times that in 1950. Much of the credit goes to The General Agreement on Tariffs and Trade (GATT) which conducted several rounds of discussions among member countries to reduce both tariff and non tariff barriers. The work done by GATT is now being taken forward by the World Trade Organisation (WTO), established by the Uruguay Round (1986-1994) in 1995.  The WTO has launched various initiatives to keep the momentum of trade liberalization going. In 1997, 69 governments agreed to a major liberalisation of telecom services.  During the year, 40 countries finalised agreements  for free trade in information technology products and 70 members concluded  a major deal for financial services.  In the recent past, WTO has focussed on issues such as agriculture, services and electronic commerce.  


The WTO has been set up to discharge several functions - administering trade agreements, providing a forum for trade negotiations, settling trade disputes and reviewing national trade polices.  It has more than 130 members who together account for about 90% of world trade.  The WTO's top decision making body is the Ministerial Conference, which meets once in two years.  The General Council meets several times a year in Geneva and reviews trade policies and settles disputes. The Goods Council, Services Council and Intellectual Property Council report to the General Council.  Besides, there are also specialised committees, working groups and working parties. Decisions are usually made by consensus, through there is a provision for majority voting.  Till now, three ministerial conferences have been held in Singapore (1996), Geneva (1998) and Seattle (2000).  The WTO Secretariat is headed by a Director General but its powers are limited as decisions are taken mostly by members.  The election of the Director General has been a contentious issue. Europe, America and the developing countries have had their own views and the final appointment of the two Director Generals who have held office till date has been preceded by bitter acrimony.  


The WTO, to a great extent, abides by the rules and agreements finalised under GATT.  It aims to run a non-discriminatory trading system that spells out the rights and obligations of members.  Each country gets an assurance that its exports will be given a consistent and fair treatment in other member countries.  More than 75% of WTO members are developing or least developed countries. WTO offers several concessions to these members, such as more time for implementing agreements and more trading opportunities. The WTO also conducts training programs for officials from countries making the transition from controlled to market economies.
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Plunging communication costs are today enabling firms to conduct business activities globally, without being worried about locations or distances. Computing costs have come down sharply and are expected to drop further. Today, many businesses are conducted on a computer screen or over the phone. Activities ranging from writing software to selling airline tickets can be carried out anywhere in the world, through satellite links and computer networks. Cheap and efficient electronic communication is helping firms to locate different parts of their business in different countries, without worrying about coordination. According to a McKinsey study, in the late 1990s, the expenditure involved in coordination of work among different parties accounted for 51% of labour costs in the US. Technology is slashing such costs and eliminating the need for expensive face-to-face encounters between buyers and sellers. 

The New Economy

In recent times, the single most important factor influencing the way business is done has been the rapid growth of the Internet. This has led to the rapid emergence of what has come to be known as the New Economy. According to International Data Corp, global e-commerce will grow from $80 billion in 1999 to $1.1 trillion in 2002. While North America will account for about 50% of the business, e-commerce in Europe is expected to grow from $5 billion in 1999 to $430 billion in 2003. As the world gets wired and information flows seamlessly across borders, new methods of procurement, product development, sales and distribution are emerging. The Internet is making national borders irrelevant in the case of many goods and services. More and more companies are embracing the Net and taking full advantage of its capabilities to generate efficiencies, not possible hitherto. If governments show the right attitude and cooperate with each other in putting together the right legal framework, we can expect this trend to gather momentum in the years to come. 

A company like Dell Computer has been able to achieve ‘virtual’ vertical integration using e-business. Enron, the energy group has significantly reengineered its business activities using the Net.   Amazon.com has found it possible to sell books globally without the need to set up ‘brick and mortar’ stores around the world. Ebay has used the Internet to conduct auctions among people across the world, for a mind-boggling range of items.   Word class education is being provided on the Net to students all over the world, by virtual universities.

The Ten Driving Principles of the New Economy
1. Processing information is easier and more cost effective than moving physical products.  Intangible assets have become more  important than physical assets.

2. Distance has become irrelevant.  Now a business can serve customers all over the globe.  On the other hand, competition has also become global.

3. Response time is shrinking.  There is a huge premium on instant response and companies are finding they need to learn from and adjust to the market place in real time.  Winning companies need to regularly revamp their products and processes to suit market needs.  

4. People and their ideas have become the most important factor in the New Economy.  It is people who ultimately deliver winning technology and develop innovative business models.

5. The Internet has fuelled growth possibilities beyond all expectations by facilitating fast and easy communication.  As a result, product awareness can be built up in no time.

6. Value rises with market share in contrast to the old paradigm, where excess supply diminished value.  Today, products and services gain value from widespread network acceptance.  The more widespread the use of a product or service, the more valuable it is.

7. Intermediaries are being replaced by infomediaries, who convert raw data into useful information and offer aggregated services, intelligent customer assistance, powerful technology based buying aids or an attractive community based buying environment.  

8. Buyers are becoming better informed and all powerful.  Intelligent software helps them to strike the best deal.  Under these circumstances, businesses will have to cut costs or offer unique services to attract customers.

9. Information can be far more easily customised, than physical goods.  Due to the Internet, mass customization and one-to-one transactions will increase.  The trend will accelerate as information becomes a larger and larger component of any product or service.

10. The Internet is closing the gap between desire and purchase.  The impulse to buy and the actual purchase are no longer separated by physical/mental barriers.  The processes for marketing, sales and fulfillment are converging.

Adapted from the New Economy Portal of Business 2.0 Magazine, www. business2.com


We shall see later how multinational corporations attempt to generate simultaneously efficiencies through global standardisation and responsiveness to consumer needs through local customization. Let us understand the role of the Internet in this context. Manufacturing processes in industries like automobiles had initially been of the batch type where production was taken up only after the order was received. This ensured a high degree of customisation, but resulted in high costs owing to minimal economies of scale. Later, companies developed mass production assembly lines to reduce costs by producing large quantities of an item, in a fairly standardised manner.  Unfortunately, mass production systems, while being very cost effective, do not have the required flexibility to respond quickly and efficiently to the specialised needs of small market segments. For many marketers today, the real challenge is to offer customised products for several small market segments, economically and efficiently. This is referred to as mass customization. The Internet is facilitating mass customization by processing information quickly and efficiently.


Thanks to the Internet, companies are able to collect information and use it to make what the customer wants in quick time. The Internet is facilitating excellent customer relationship management and what some people refer to as one to one marketing. Idtown.com, a Hong Kong based company sells a wide range of watch designs, assembled from standard parts, at no extra cost. Dell's website allows customers to choose their own configuration. Automobile companies like General Motors are looking seriously at the possibility of offering customized cars to customers, using the Internet.


By reducing transaction costs and making less relevant many of the traditional advantages associated with vertical integration, the Net is ensuring that size is no longer a critical success factor in globalisation.  The Net has made it possible for small companies to expand their overseas operations through a virtual network.  Geographical proximity to customers is no longer important as the Net makes distances irrelevant. The Net is helping small firms to cut procurement costs significantly by processing information efficiently. Smaller companies have traditionally been handicapped by lack of buying clout and found it time consuming and expensive to strike the best deal.  The Net has made it possible for online intermediaries, to pool the buying power of small businesses and negotiate discounts on their behalf.


The Internet will also facilitate the faster diffusion of new technologies and innovations from the developed to the developing countries.  In the past, it had taken decades and sometimes, even centuries for the benefits of innovations such as railways, telephones and electricity, to trickle down to developing countries.  Thanks to the Net, emerging markets have a real chance of catching up fast with developed countries.


One of the pillars of modern society is education. The Internet is likely to make a tremendous impact in the field of education. One can visualise professors based in different countries exchanging notes regularly and writing research papers and books jointly.  The Web will also enable students in Third World countries to receive instruction from world class professors based in countries such as the US.  Such instruction would be prohibitively expensive in a conventional classroom format.  Microsoft Chairman, Bill Gates1 goes to the extent of arguing that great lectures on all important subjects will be available on the Internet. Teachers will be able to design their core presentation around these lectures and then add value by developing more in-depth material and offering personalised instruction that takes into account local needs.  Another area where educational institutions are likely to take full advantage of the Internet is outsourcing.  World-class institutions are likely to sub contract routine administrative work that is at present directly handled by them.  This will not only save costs but also allow them to focus on their two core value adding activities, research and teaching.  The Internet will also for the first time, allow educational institutions to make bold strides in the direction of experiential learning.  While all institutions want to give their students practical training, this process would be terribly expensive using conventional methods.  The Net on the other hand, can provide a virtual world of simulations that to a large extent can replicate real life experiences.

Some management experts, such as Francis Fukuyama feel that notwithstanding the tremendous advances made, the role of information technology in general, and the Net in particular, has been largely exaggerated. They feel that technology cannot substitute relationship building and argue that trust, which is essential to business relationships is basically a social phenomenon. Trust can be established only by dealing with one another on a reciprocal basis. People have to become familiar with each other’s identities, behaviour, reliability, honesty and ability to perform to certain specifications. They argue that this is extremely difficult to achieve over a digital network.

 
In contrast, Bill Gates2 argues that fears about the Internet depersonalizing experience and creating a world that is less warm,  are largely unjustified:  "It's easy to speculate that the Web lifestyle, with everyone off  in his  or her own little world will cause society to fly apart.  I believe the opposite is actually true.  Just as the phone and e-mail have increased contact between people living in different communities and between people on the go, the PC and the Internet give us another way to communicate. They don't take any away."

The debate over globalisation

Some delicate issues remain to be addressed as globalisation gains momentum. Trade and capital flows, while facilitating the more efficient use of resources, are also increasing volatility in international financial markets.  ===================================================================
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We have seen during the Asian currency crisis, which began in the middle of 1997 and continued well into 1998, how untold misery can result when currencies come under heavy speculative attack. Another contentious issue is that the benefits of globalisation may not be spread equally among countries or for that matter, among different sections of people within a country. The protests in Seattle during the WTO ministerial meeting in November, 1999 were the result of such disgruntlement among workers and environmental groups. (See Box Item).
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Some writers such as John Naisbitt refer to what they call the global paradox. Essentially, what they mean is that even as a global economy emerges, many local issues will continue to dominate. Naisbitt argues, that even though people want to come together to trade more freely, they would like to retain their cultural and political independence. Hence, talk of the integration of different economies beyond a point may be irrelevant. He goes to the extent of arguing that the Euro will be a failed experiment and 
thinks the concept of a global currency does not make sense1: “Our money, both paper and coin, which we imprint with national symbols and national heroes, is one of the things that distinguishes us from others. Further, with the multiplication of countries, the world is going to have many more currencies, not fewer.”


Former Dutch Primer Minister Ruud Lubbers has views similar to those of Naisbitt2. “In opposition to globalisation, people turn to local and ethnical identities to distinguish themselves from others. They accentuate their uniqueness, look for identification with local groups, cultural, ethnic notions.” Lubbers however, feels that most of the time, local identification is constructive and raises solidarity between group members, without threatening outsiders.


While the debate continues, even the most vociferous critics of large multi national corporations, who are synonymous with globalisation will admit that the global economy is creating a level playing field for small and big companies. In an era of regulated trade, only large companies could afford the cost of dealing with legal and bureaucratic problems and various other barriers. Free trade means that even small companies have easy access to markets, that in the past only larger companies could enter. The growth of telecommunications technology has made it easier for smaller companies to run global operations. The globalisation of financial markets is allowing small and medium size companies easy access to capital markets.  Companies like Infosys and Satyam Infoway, which are quite small by international standards, have already made public issues in the US. Indeed, smaller companies, with a flatter organisational structure, a sharper business focus and a more entrepreneurial style of functioning, may actually outmaneuver larger competitors in the global marketplace. Naisbitt holds that behavioural considerations favour smaller organizations3: “Smaller firms have the advantage when it comes to personnel, too. Working for a big company no longer carries the prestige it once did. It is exciting and satisfying to work for ===================================================================


1, 3
See Naisbitt’s book;  The Global Paradox.


2
See Lubbers’ website, www. globalize.org
a small company where a person has more responsibility and control and is much more engaged in the mission of the organization.” 
What this book covers

Management is a practical subject, which evolves over time as we gather insights into why some strategies succeed while others fail. The best way to understand globalisation is not by getting lost in a maze of jargon and cliches, but by understanding how some of the successful global companies have evolved and how they operate today.  This will also help us to  appreciate the type of mechanisms which need to be put in place to facilitate this process. We shall take up a number of examples in this book to illustrate the challenges and opportunities in the global business environment. This is obviously not the first book on the subject. It is the examples covered, which will hopefully differentiate this work from others undertaken before.  

Figure A: The different themes* covered in this book


A major portion of this book will deal with multi national corporations (MNCs). These companies have come in for both praise and criticism. While they are praised for their efficient management and for bringing new technology to developing countries, they are also attacked for ===================================================================
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exploiting cheap labour and natural resources in overseas locations. Be that as it may, we need to appreciate that MNCs today play a critical role in the global economy.  In 1995, subsidiaries of MNCs sold goods and services worth about $7 trillion.  At the end of 1996, the total quantum of FDI made by MNCs was over $3 trillion.  Along with MNCs, we shall also cover some macro issues.  These include the convergence of management styles across the world, the impact of the Internet and the role of governments in boosting national competitiveness. The book has been written primarily for Indian readers.  In the concluding chapter, we look at the challenges faced by Indian companies as they embark on the journey of globalisation.

Part I of this book will take up some broad themes and explore them in detail. These are listed below.


Theme 1:    All companies do not have global capabilities. Before a company thinks in terms of going global, the question it needs to ask is: “Do we have some core advantage, which we can sustain in overseas markets?” A core advantage could mean a manufacturing skill, a technology, a brand or a management capability. Without such a core advantage, globalisation will only remain a pipe dream.


Theme 2:    Not all industries are equally amenable to globalisation. In some industries, taking an integrated view of the entire network of overseas operations is very important. In others, integration is practically infeasible and each market has to be dealt with on a stand-alone basis. Taking a uniform view of all industries is hence inappropriate.


Theme 3:  Exporting a significant portion of the domestic production or establishing a presence in a number of overseas markets, is not the same as globalisation. Having plants at several overseas locations also does not imply that a company is truly global. Exports and overseas plants are only initial stages in the evolution of a truly global company.


Theme 4: Some value chain activities need to be performed efficiently so that costs are tightly controlled. In the case of others, costs become less relevant while the need to innovate, differentiate and customise assumes greater importance. It is necessary to look at both strategic and comparative advantages, while configuring the global value chain.  Each value chain activity needs to be examined to see whether it should be performed globally or locally.  


Theme 5: Value addition can take place even without any physical activity. While analysing a value chain, the non-physical activities cannot be ignored.  In fact, in many industries, knowledge based activities and intangible assets add more value than physical activities and assets.  Even if local manufacturing is necessary, scope for global standardisation may exist in areas such as quality standards, plant layout, product development, branding and information systems.  


Theme 6:   A thorough understanding of the socio-economic, cultural, political and legal systems of different countries is a must for any company with a serious commitment to globalisation.   The world is still far from being a unified homogeneous market. Understanding local conditions is a must if a company wants to be sufficiently responsive to the needs of stakeholders in different regions.  


Theme 7:   Globalisation should not be equated with development and marketing of a product based on the ‘average’ of the tastes and preferences prevailing in different countries. At the same time, over-customisation for different markets would undermine cost competitiveness. The need to customise has to be balanced by the ability to generate efficiency through global economies of scale.


Theme 8:  The key issue for a global company is not whether to have a decentralised or centralised style of management. The more relevant question is what activities should be centralised and what should be decentralised. Central coordination generates efficiencies while decentralisation promotes local responsiveness. Tight central coordination and sufficient delegation should coexist.  


Theme 9: Different units of an organisation may not be performing equally well. There is, hence, the need for mechanisms to transfer knowledge from high performance to low performance units. This will ensure that different units do not waste resources by reinventing the wheel and that efficiencies and synergies are maximized. 


Theme 10: When all the knowledge necessary is not available internally and time is short, a strategic alliance with a potential competitor / partner can be useful.  Such an alliance can provide access to some unique expertise or skill, which is not available in-house and which would need a long time to develop internally.  


Theme 11: Information technology has created new opportunities to globalise where none existed before. In particular, the Internet is bringing about fundamental changes in the way businesses operate. Technology is also enabling global companies to share information across the worldwide system efficiently.  As a result, coordination is becoming easy and geographic locations are becoming less relevant. 


Theme 12: Governments still have a major role to play in boosting national competitiveness. Their role is however changing from that of regulators to facilitators.  A proactive approach on the part of governments can help countries attract foreign investments and also create the necessary conditions for local companies to become more competitive and emerge as global players.  


Part I is divided into 10 chapters.  At the end of chapters 2,4,5,6,7,8,9 and 10, small cases have been included to illustrate the concepts covered.


Part II of this book features 14 comprehensive case studies, two of which are on industries and the remaining on companies.  To provide diverse perspectives, companies from all parts of the world have been selected.  The main objective of these case studies is to bring out the practical dimensions of globalisation.

Annexure

Evolution of the institutional framework for world trade

1946-47 : Talks on creation of an International Trade Organisation (ITO)  alongside the International Monetary Fund and the World Bank begin.  The General Agreement on Tariffs (GATT) and trade is signed by 23 countries in end-October 1947, bringing the trade provisions of the proposed ITO into effect on January 1, 1948.  Some 45,000 tariff reductions affecting about $10bn on world trade in goods, are achieved. The 23 countries signing GATT are: Australia, Belgium, Brazil, Burma (now Myanmar), Canada, Ceylon (now Sri Lanka), Chile, China, Cuba, Czechoslovakia, France, India, Lebanon, Luxembourg, Netherlands, New Zealand, Norway, Pakistan, Southern Rhodesia (now Zimbabwe), Syria, South Africa, the United Kingdom and the United States.  (Of these China, Syria and Lebanon later withdrew.  China, which pulled out after the 1949 Communist takeover, applied to re-enter the organisation in 1986.  Syria and Lebanon remain outside the WTO.)
1948: - The Havana charter establishes the ITO in March, 1948, after lengthy negotiations.  However, the US Congress later refuses to ratify it and the ITO is stillborn.

1949 :- Annecy, France (13 participants): Some 5,000 tariff concessions are exchanged.

1950-51 :- Torquay, England (38 participants): Some 8,700 tariff concessions are exchanged, equivalent to a 25 per cent cut in 1948 tariff levels.

1956 Geneva (26 participants):- Tariff reductions amounting to about $2.5bn are achieved.

1960-62 Geneva: The Dillon Round (26 participants):- Some 4,400 tariff reductions are made, covering trade worth $4.9bn. Certain sensitive items like agricultural  products are excluded from the scope of the talks. 

1964-67 Geneva: The Kennedy Round (62 participants):-  It uses a formula rather than a product-by-product approach to cut industrial tariffs by up to 50 per cent on trade transactions valued at $40bn. Separate agreements are reached on grains, chemical products and anti-dumping duties.  Preferential treatment is given to developing countries.

1973-79 Geneva: The Tokyo Round (102 participants):-Tariff reductions cover more than $300bn of trade and lower the weighted average tariff on manufactured goods in the world’s nine biggest industrial markets from 7 to 4.7 per cent.  The Tokyo round also liberalises trade in many tropical products.  It revises the anti-dumping code and establishes GATT codes on subsidies, technical barriers to trade, import licensing, government procurement, customs valuation, dairy products, bovine meat and civil aircraft.  

1974:- The Multifibre Arrangement is introduced to restrict imports of textiles and clothing. It is subsequently renewed in 1978, 1982, 1986, 1991 and 1992.

1982:- A GATT ministerial meeting in Geneva establishes the basis for the Uruguay Round. 

1986-93 Geneva:  The Uruguay Round (123 participants):-  By far the most complex and ambitious round of GATT talks, its 29 separate accords extend fair trade rules for the first time to agriculture, textiles, services, intellectual property and foreign investment.  Tariffs on industrial goods are cut and import barriers reduced.  Most GATT codes are strengthened.

1993:- Uruguay Round participants agree to replace GATT with a more powerful trade body, the World Trade Organisation (WTO).

1995:-  The WTO is established on January 1. 

1995-97 Geneva:-  The unfinished business of the Uruguay Round is concluded with agreements on financial services and basic telecommunications. An accord eliminating tariffs on information technology products by 2000 is also finalised.
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Protests against WTO in Seattle 


In November, 1999 when the WTO held its summit in Seattle, demonstrators from some 500 organizations came together to protest against a wide range of issues connected with globalisation – loss of livelihood of millions of workers, worsening income inequality and damage to the environment. The demonstrations served to emphasise the economic and social upheavals brought about by globalisation. The protests also indicated that many sections of the general public still feel globalisation is undesirable. They were also a clear indication that the benefits of free trade have not been shared equally by all sections of society. Even in the US, which has seen a technology and trade boom in recent times, 400,000 manufacturing jobs disappeared during 1998 and 1999.  During the WTO protests, some unions wanted child labour to be prohibited. Other groups wanted the WTO to impose trade sanctions to enforce environmental agreements that protect endangered species. For developing nations, the main concern was to get more market access in developed countries for their products.  


	Notwithstanding these protests, informed observers generally feel that free trade is not under threat. They argue that the problems arising out of globalisation are mainly because not all capital, labour and production are free to move. So, while individuals and companies, which have transcended national boundaries, have benefited, those who are stuck in one place, such as unskilled workers and companies in primary industries, have not. Yet, the solution obviously does not lie in going back to protectionism. What leaders need to ensure is that market development and social development go hand in hand.  Quite obviously, the winner’s circle has to be widened in the global system, to prevent social instability.


	Political leaders must also do much more to  sell the concept of globalisation to the common masses. As Fortune* put in it: “Political leaders have a tendency to respond to problems posed by an integrated economy by putting up trade barriers. The challenge facing those who see globalisation as a positive force is to come up with alternatives that address inequality without shifting trade and economic growth. Of course social development is an endeavor fraught with political difficulty, ideological dispute and logistical nightmares. But as those shortchanged by global capitalism converge on Seattle to make the case against trade, it may be high time for the capitalists of the world to start showing off their bleeding hearts."


	(Based on various articles on the subject which appeared in Business Week, Fortune, Economist and Financial Times during November / December, 1999).
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