GLOBALISATION OF BUSINESS (GOB)

GOB refers to the process of global economic integration

and is manifest in the form of enterprise seeking to operate
their business on the premise of world-scale operations.

Thus, the entrepreneur views the universe as the basis for

his activities in different markets - factor market, capital
markets and output markets. The entrepreneurs, therefore, heve-

fac. e
created—for—4themselves- the challenge of -

A) exploring facﬁbrfbndowments regardless of whether

Y

;to the mother land or foreign land;

these are endo

B) maintaining competitive advantage to facilitate or
edge over rival entrepreneurs;

c) exploring.adéquate investments in technology and
marketélto be‘ébrééét Of,thgglatest and the best
on a global basis.

D) mezking timely pre-emptive strategic and tactic al

moves to meet the changing complexion of business.



A. Factor Endowments :

Bertil Ohlint*s theory that the economic activity will be
guided by the comparative advantage that a country enjoys
vis-a-vis other countries may heve to be re-worded to say
that Comparative Advantage at best is & necessary condition
for attaining global success with respect to any economic
activity. Converting the comparative advantage into a
competitive edge over other competing enterprise seems to

be the key paramater.“

Further, even without comparative advantage through
competitive advantage achieved by economic efficiency

a country can achieve global :&ggfss. With keen competition
being seen sooner or latg%vgompotitive hdvantage will be
more important than comparative Advantaga.(:f;e contrasting
position of Indiz and Japan provide interesting insights

into the situatiocn. India has a comparative advantage in

many areas but suffers from lack of competitive advantage



T
for eg. Indiz has the highest livestock populztion in the
World but the lowest lactation yield. The Scandinavian
countries without enjoying, a la India, a comparative
advantage in the form of abundance of resources in this
regard enjoy not only global success but acclaim for animal

husbandry activities and dairy products.

Japan with limited factor endowments enjoys owing to its
efficiency a competitive edge over most countries in the world.
Of @dourse, the emergence of the 1little Tigers S Koree, Taiwan,

Singapore has altered the number of players and led to hopefully

healthy competition. }

B. Competitive Adv antage :

(:§ompetit1ve Advantage stems from the value an enterprise is
able to create for its customers in excess of the firms cost
of creating 1t.Value means what buyers are willing to pay:
If the issue is global success a firm must be capable of creating

*superior vzl ue',
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i) lower prices than competi tors for equivalent

benefits;
ii) unique benefits that more than of fset the

—

higher price.
S I
Competitive Advantage has 2 dimensions :

i9 Cost Leadership;

ii) Product Differentiation.

In this context the competitive advantage enjoyed by India is
rather pathetic. : A recent Report on World Competitiveness
shows India to be at the bottom of the ladder. Out of 10
countries : Taiwan, S.Korea, Singapore, Hongkong, Malaysis,
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India, Theiland, Indonesia, Brazil and Mexico, [nolic f

a) 6th rank for economic dynami sgy

b) kth rank for future orientation;

c¢) 8th rank for market orientation and financial dynamism;
d) 9th rank for industrisl efficiency and political

stability;
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e) i0th rank for human resources snd external

orientation.

Further, ranks givea for export flexibility, employee
productivity and product quality. India had the 10th rank

for export flexibility and product quality and ninth rank

for employee productivity. The information for 9 players

were available. The botﬁom position runs contrary to our

immediate need to improve the competitive strength to be

a successful global player to redress bel;nce of gj:ments position

WenNeY;

and emerge as a healthy economic unit of the glob@]/\

impediments are -

a) a sheltered market which has made enterprise rather
lethargic and inefficient. The economy has to be
opened up to more plsyers - local end foreign. This
will expose Indian players to healthy competition
eand while it may create short-term distortions it
will bring in long-term adventeges. The case of Honda

is relevant at this point.



b)

was fanked as S5th in Japan because of intense internal

‘competition in the Japan market. However, Honda

perceived its market in a global édontext. Through
rigorous exposure to competition in US markets,

Honda became the first Japesnese zutomobile Company

to build a2 manufacturing plant in United States. In
fact, rather than inward looking, companies must look
outward for exposure so that they can improvise

their performance and outbeat other in the race.

To that exteht, there is a naéd for substantial
upgradations of our capability to compete. Tnhere is a
need for long-term vision end & lot of patience and
perseverance before the profit motivation works out

to the advantage of the entrepreneur.

Government controls - MRTP, FsﬁgyLicensing Policies

and bureaucratic red-tape which saps the Zesl of the
ol¢°

local/foreign entreprensuré> Thiscfauaes delays 1in
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decision making, with 1its chain adverse reaction
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on other parameters.(ﬁ%(
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[' ¢) Verv Pgor Productivity : We have a comparative

{ ’{ :

—"  advantage in terms of plenitude cf labour but a

competitive disadvantage.

vFof instance : Muk:nd a steel company produces 255
tonnes of steel per man year. The compznics abroed’
produce 4% times.

Again, a Japanese lasbourer costs ithe equivel ent of
bout £25,000 per snnum which is probably around twenty
times nor; than what corresponding Indian workers would
get., But if you visited & modern Japanese foodfactory

wvhich makes millions of packets of food items per day,

you will find that it has less than twenty people for

working three shifts. If one were to visuelise a similar

factory in India we will probably have over 3000 peoplij§
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