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STEATH 4 - BT 37T STRAT SrseTraT

Chapter Review

o Introduction: Thic chapter deals with globalisation: the integration
between countries through foreign trade and foreign investment by
multinational corporatione (MNCs). It explaine the role MNCe play in the
globalisation procecs and the impact of globalisation and the extent to
which it has contributed to development. In a matiter of years, our
markets have been trancformed: today we can buy goods made in many
countries from the chope in our neighbourhsod.

Production acroce countries: Until the middle of the twentieth century,
production wags largely organiced within countries; what crocced the
boundaries of the countries were raw materials, food products and finished
products, and trade was the main channel connecting distant countries.
Now, large companies called mulfinational corporations (MNCs) play a
major role. An MNC ic a company that owns or controle production in
more than one nation. MNCs cet up offices and Factories for production in
regione where they can get cheap (abouvr and other resources, co that the
company can earn greater profite. For example, a_car company may design

in one country, make enginec in another and agcsemble in a third.
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Interlinking production: The money that ic cpent to buy acsete cuch as
land, building, machines and other equipment ic called investment. An
investment made by MNCe i¢ called foreign investment. MNCs cet up
Factories where it ic close to markets, ckilled and unskilled labour is
available at low cost, and the other factors of production are eagily
available; they alco look for government policiec that look after their
interecte. MNCe are exerting a Strong influence on production at these
distant locations, and production in widely dispersed locations ic getting
interlinked. Example: Ford Motors, a (/S car company, cet up a plant near
Chennai, investing Re 1,200 crore, and celle carc in India and exports
emall cars to other developing countries.

How MNCe cpread production: The simplest way ic by cetting up
partnerchips with local companies; jointly cet up production with local
companies benefite the local company Since the MNC can provide money
for additional investments, like buying new machines for faster production,
and bring with it the latest technology for production. Another way ic by
using the local companies for cupplies; global giante in garments, fostwear
and cports items place ordere with emall producers in developing countries,
and the products are cold under the MNC brand names, where the prices
are cet by the MNC. A third way ic by closely competing with the local
companies or buying them up; for example, MNCe like Cargill Foods bought
emall Indian companies like Parakh Foods and became a leading edible oil

producer.
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Foreign trade and integration of markets: Foreign trade createc an
opportunity for producers to reach beyond the domestic markets.
Producers can cell their products ot only in markets located within the
country but can also compete in markets located in other countries of the
world. Similarly, for buyers, import of 900ds (¢ a way of expanding the
choice of goods beyond what ic domestically produced. Thus, foreign trade
results in connecting or integrating the markets of different countries.
With fore/‘yn trade, prices of cimilar 9oad§ in the two countries tend to
become equal.

What ic globalication: Globalication ic the process of rapid integration or
interconnection between countries. MNC<s are playing a major role in the
g/oéa//‘mﬁon procecs. More and more goods and cervices, investments and
technology are moving between countries. Earlier, cuch movement was
lower, but in the last two or three decades a large number of goods and
services, investment and technology have been moving between countries.
There ic one more way in which countries can be connected: through the
movement of people between countries; in cearch of better income and

better jobs, though this has not grown much due to vica restrictions.
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Factore enabling globalication: Technology: rapid improvement in technology
has been a major factor in ctimulating the globalication process.
Improvements in transportation technology have made much faster
delivery of goods acroce long distances possible at lower costs. Tnformation
and communication technology: telecommunications, computers and the
internet allow cervices to be provided from far away; for example, a
magazine publicher in Delhi can get decigns done in Lo¢ Angeles, and data
entry and accovnting work ic done in India for US companies.
Liberalication of foreign trade and foreiqn investment policy: trade
barriers cuch ag tox on imports and quotas are restrictions cet by
governments to requlate foreign trade. Removal of barriers or restrictions
cet by the government ic known ac liberalication. In India, the policy of
liberalisation began in 1991.

World Trade Organication: The World Trade Organication (WT0) ic an
organication whose aim i¢ to liberalice international trade. It cete the
rules for international trade and cees that thece rules are follswed. At
present 169 countries of the world are members of the WTO. It has
ectabliched rules regarding international trade, and ensurec that countries
Follow them. But in practice, the developed countries have unfairly retained
trade barriers; for example, they impose high duties on agricultural
products from developing countries while demanding that developing
countries remove their barriers, and the rules are in favour of developed

countries.
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Impact of globalication in India: Globalication and greater competition
among producers, both local and foreign, has been beneficial to consumers,
particularly the well-off consumerc in urban areas, who now enjoy greater
choice, improved quality and lower prices for ceveral products, resulting in
higher ctandarde of living. MNCe have increaced their investments in
India, which means more jobs; local companies cupplying raw materials to
MNCe have prospered. Some large Indian companies, cuch ac Tata Motors,
Infosys, Ranbaxy, Acian Painte and Sundaram Fasteners, have emerged as
multinationals themselves. Globalication has also created new opportunities
for companies providing cervices, particvlarly in the IT cector, cuch as call
centres, data entry and accovnting.

Negative impact on emall producers and workers: Competition has not been
beneficial for all. Small producers of batteries, capacitors, plastics, toys,
tyrec and vegetable oil have been badly hit by competition from imports,
and many closed down, leading to losc of employment. Many companies
prefer to employ workers on a flexible basis, with workers getting less pay
and no cecurity; they work for long houre and the working conditions are
poor; this ic called flexibility of (abouvr. Workere in the unorganised cector
have not benefited much.
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Fair globalisation: Fair globalisation createc opportunitiec for all and
ensurec that the benefite of globalisation are chared better. The
government can play a major role: it can ensure that labovr laws are
properly implemented and workers get their rights; it can support cmall
producers to improve their performance until they become ctrong enouvgh to
compete; if necescary, it can uce trade and investment barriers; it can
negotiate at the WTO for fairer rules; and it can align with other
developing countries with cimilar interests to fight against the domination
of developed countries in the W/TD. Massive campaigns by people'e
organications have also influenced the WO decisions. Special Economic
Zones (CEZ¢) have been cet up with world-clase facilities to attract

foreign companies.

Key Terme

Globalication — Rapid integration or interconnection of countries through
trade, investment and technology.

Multinational Corporation — Company that owns or controlc production in
more than one nation.

Foreign Investment — Tnvestment made by MNCe in acsete like land,
buildings and machines in other countries.

Foreign Trade — Exchange of goods and cervices among countries, which
inteqrates their markets.

Trade Barrier — Rectriction cet by a government to requlate imports, cuch ae
a tax or quota.

Liberalication — Removal of barriers or restrictions cet by the government on
trade.

WTO - World Trade Organication, which aims to liberalice international

trade; 169 members.
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gpecia./ Economic Jone — Area with world-clase facilities and tax holidays cet
up Lo attract investment.

Flexibility of (abovr — Employing workers on chort-term basic with lower pay
and no cecurity.

Qutsouvrcing — Getting work cuch as customer care or data entry done from
low-cost countries.

Fair Globafication — Globalication that createc opportunitiec for all and
charee benefite better.

Import Duty - Tax levied on imported goode.

Diagrame [ Flowcharte
How Globalisation Werke
MNCe invect in different countries

J
Production spreads and getc interlinked

l

Foreign trade integrates markets

!

Technology cpeede delivery and communication

4

(iberafication removee barriers
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Ways MNCs Spread Production

MNC
I
| | |
Partuership Supplier Network \ Competition or
I ' Takeover
Joint ventures with local Small producers cupply |
firme \ ‘ goods ) Buy lscal firme

|
Compete with them

Impact of Globalisation

Pocitive Negative
* More choice, better quality * Small producers hit
+ Lower prices + Job incecurity
* More jobg in cervicee and IT * Flexible labouvr
\ * Indian MNCe emerge \ » Bewnefite vnequal

Factore Enabling Globalication

Factor Role
Technology Fact transport and communication.
(iberalication Removal of trade barriers
wTo Rules to liberalise trade
Foreign investment MNC plants worldwide

Jextbook Exercise Questions
Q-1 What ic an MNC? Why do MNCe cet up production in different

countries?

Ans. An MNC owns or controls production in more than one country. They

cet up factories where [abour and other resovrces are cheap, markets
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are near and governments are cupportive, o that they can earn greater

lbroﬂ'fs'.

Q-2 In what ways do MNCe cpread production and interact with local
producerc?
Ans. By cetting up partnerchips with local companies, by buying cupplies from

local producers, and by competing with or buying up local companies.

Q.3 What ic liberalisation? How did it help globalication in India?

Ans. Liberalication ic the removal of barriers or restrictions cet by the
government on trade. In India it began in 1991, removing import taxes
and quotas, which afllowed MNC¢ to invest and let goods flow freely.

Q.94 How has globalisation affected emall producers in India?
Ans. Small producers of batteries, capacitors, plastics, toys, tyreg and
vegetable oil were hit by competition from cheap imports and many closed

down, causing job lossec.

Q.5 What is the role of the WTO?
Ans. The WTO cets rules for international trade and cees that countries
Follow them, aiming to liberalice trade. But developed countries have often

kept barriers while acking developing countries to remove theire.

Q.6 How can globalisation be made fair?
Ans. The government can enforce labour laws, cupport emall producers, use
trade barriers where needed, negotinte fairer rules at the WTO and ally

with other developing countries.
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Important Board-Pattern Questions (with Solutionc)
Q.1 [1 mark] Expand WTO.
Ans. World Trade Orgaw‘g’at/am

Q.2 [1 mark] In which year did liberalication ctart in India?
Ans. 1991.

Q.3 [3 marke] State three factors that have enabled 9lobalication.
Ans. Rapid improvement in tramngport technology, information and
communication technology, and liberalisation of foreign trade and

rnvestment ,bo/fc Y.

Q-4 [3 marke] How have Indian companies benefited from globalisation?

Ang. Companiec with money and technology, cuch ac lata Motors, Infosys
and Asian Paints, have emerged ac MNC<; those cupplying MNCe have
prospered; and the IT cector has got new opportunitiec.

Q5/3 marke] Why ic globalication not beneficial to all?
Ans. Small producers have been hit by cheap imports, workers face insecore
Hexible employment with low pay, and benefite are mostly with well-off

urban concumere and ckilled workers.

Q.6 [5 marke] Explain the impact of globalisation on Indian economy and the

ctepe for fair 9lobalication.
Ans. Globalication gave consumers choice, better quality and lower prices,
increaced investment and jobs in cervices, and created Indian MN(e.
But emafl producers and workers cuffered. The government chould

enforee labouvr laws, cupport mall producers, use barriers where needed

and negotiate fairer WTO rules.

Notes by Abhichek Siv

70



Economics Chapter 4: Globafication and the Indian Economy
STEATH 4 - BT 37T STRAT SrseTraT

HINDL VERSTON

TIIeRROT N MR S7eiTe=el

Notes by Abhichek Sir

11



Economics Chapter 4: blobalication and the Indian Economy
STEATH 4 - BT 37T STRAT SrseTraT

T

[}

U= 7 ST dflaHr @ SR # & AT fagelt carare Sife SRS Fufarr
(MNCs) @ fageft 3aer gRT 291 & dfter THIFRUTI T a4fiaR0T H MNCs 3T SfaaT,
a&fleour & GHTIT 377 fadhTar 3 333 Aergrer T HAT AT § F & oWt 7
EHIY FTEAR TG AT & 37T g7 3191 USIT b gapral # b gl b1 &t qegi
Fhe T &

Soit 3 T Fege, st @ & TN G ST A e & ST A o,
oI ) HATT F=T FTST, JTET U AR AR I UR FRS ¥ N IR ¥ F
oI I GAIgaT T I AT 11 JF GeRIGT dufaar (MNCs) GHI qfABT
ATt &1 MNC a8 @yt & oIf T I sifdiar o & 3TgeT &7 lffea AT 32507
Tt &1 MNC DY 8151 3 Frafersr 31k e Gt & oIgh Fradr 57 7R 3727
Jarerer 1Rl Tl austt sifelar o HAT Th| eiar HR Fyet Db 39T 7 fRerrge,
gy # Sorer AR AR #F Tl T T &)

I DT W SJSTa; 1, $70a, FMeT 3717 31T Juanevr Sl uRAuIAT FRgat
YT e AT I737 €T 59079 @hgeriaT &1 MNCs groT 4T a1T faaer fageft faiarer
FEerTaT & MNC a1 FRETT orardt & oTgl STeR e &, goler 31T STHIeT <qar
FH AT U fRor IR IdTgeT o 97e FR AT A IUeTewl &) o Ut Tt
Afaar st gadt & ar 3a% Al FT e T MNCs §I-3TeT & ST U7 IqTeT
I TGS I g R I Sk Ay R HT IaTeeT ST H g T &
IETET: FTARFT FHR U WIS Fed o =IFS & T 1,700 F9E 392 & oo
HAT AT, S TRT H FHI8 AT & 3R BIEt B 377 faswrarefier goi F faafa
T &l

Notes by Abhichek Siv 72



Economics Chapter 4: blobalication and the Indian Economy
STEATH 4 - BT 37T STRAT SrseTraT

MNC 3aTeeT 3 Berrd & T3 Tver qfiehT ST Fufaar & I TPt &
ST Uy & T FqH IATGT I DA FUA B o713 @ & @fF MNC
AR fader (512 Ja7 Zaamzer ¥ oI 7 7o) & FO0T T & et & il
IHIGT B1 THATIH Jahetiar T Febed! &1 GIRT qftent Yl % Tl RITAT Fulaar
BT IUANT & T, o SR Hel Tt dt dffes 1399rer aufarar fasrerefier gt &
DI gD P 38T At & I Iz MNC & F1S 197 I faawd &, foletds 2T
MNC T @3t &1 JeRT qfieT STz Fufasl 3 ufoewe’ #3ar 7T 3= Je ol
# 3t 3ares o IS

fageft @R 3717 STARY BT THIFT: 10 AR IATEH FY TIC STARY I AET
UgIe BT IR 3T &1 3G It aagl goT & R F IR & FTT-ATT S
3o & TRt B st 9T a7k AT B TS @) A gIR TR & T aegen
T ST Te] 3G I U¥ oheq qara a1 adawT 3| 57 ave fageft emur fafder
29I & STTRI BT &gl 77 CHlghd T &) fageft 2R ar gr 2o & pa oteft
TG & G SRTER g oy &

aeflamzor T & AHFRT GO & offer AT phlaer AT Siafaer F AFAT §) T
MNCs T5=T SiffenT fasr T8 &) sifaTied aagis, Jars, faaer Sk glaifist gen &
ofer o7 % #) Ugol UE STaIe HH I, U foper a-dleT goi! 7 gt I &
FIB. JaTs, feer FR gl Font & o= Fer & &1 9 F oyzer H TF Sl
TheBT NETR sirar T AHH B FeT H NN T ITAIHT & T ot Tlaser ¥
PR g 3feleh s7gf a27)
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AT Y JHT T aTet wRF: TENAE: fa dawlDt Fene adfiar F gl
P AN G aTer FHH Rk §1 URTET Grenfahr # JeR o et g3 I aegelt
e O TR T Y HIHT g1 T 37 Tz Fenfaidhl: goaaR, Hupes a1k
§ERT 3 g7 I3 FaT? o At & S Geet! T uewT Gahreid ST DRy 3
RS garar ThdT & 1R 3IARFT FUlFAT HT ST Gfe a oiFT H1H SRT 7 gar
21 faceft AR Siv fageft faarer S 7 T TAIT H9 3R FieT e
AR JaRTe IRFHRI ZIRT fageft AR & faz#eT & folr ehne aa &) IRHR ZRT
oTINTT J7aRTel AT FIAael ! E2TIT 3ERIFHIT FHaearar &l 9RT A Igriamaur bt <fifd
1991 H 9F &3

forer errare Farea: farer SR Farae (WT0) DT Firest § e 3297 siqersgir
TG T IR &1 717 ST erare % 19797 91T & 3R 35T & faF o &l
A0 TSHTT H foF & 164 39T WTO & TG &) aifraT HagR H [owfad o o
AR TR HFAT T H FAIC 33 & o fawRRiler gor & o 31E iR 1t
[cah oI & ety Tadrarefler 9N @ staRier 82Ta bt #HIoT & & 77 a7
fwfaT 9 % ugr # 8

ST # dFefiaour T TS aeflapor siie ety o fageft sargant & oftr st
gfdeaer & IuHIHS, faeiveny 1edt Husr JuSirHIS Pl oI FIT & It Sifdlh
ey, agaR U 7T HS X3 YT FHe G A1 & & o offasr v Fa
BT &1 MNCs 3 $TReT & folarer 5/&TaT & farrer 37 31fddh Jerame & MNCs B

21 BT & FIeT V23, 22T Tl 1 sraT St Jar UGIeT e areft Fufa),
faeae IT & &, A0 sra@R it 91T &)
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D& IAGH! IR P! U7 THRIHE Geia: Grawwet e folr eimsigrad ag e
s, Fenfds, Wi, fHerlsl, 2R a7k geaeala o7 & pid 3dEa AT )
gfaeet & g3 ave T g IR siea az & 1T, o e Jerane fBenl w5
afert SR B crefer AR T g FRer WG el & oY we o 9l
PIS GREIT Tt &It T ofe TS 1 R & TR wrF-gens TR @it & FA S Bt
oTelerdlT shed &1 SIS gieh o HHFI 31 e o7 78t gl

3T defiaor: IRT FHHT Taw 1T TaER ST & IR oI T 9EaT SeaRT
GRIEIT Far &1 539 IR a3 T 1997 Farel| & ag 57 Frge o7 Bk 3
TTeAaT Heleh SfAH! & IIfADR e Tahdt & Die 3HIGH! HI Giaewe’ o st
qF FETATT ¢ bl & ATaeHFT &l YR IR 3R farer STaRIer o9 Tt &:
WTO & '3RT =l & foir arar &7 Tahd & 3R WT0 # fawiad ¢on & Tya &
fasg @areT fody aTer fasmrarelier ¢oll & AT TIBelIS T bt 2| o Hal @b TS
AP 3 off WTO & VAT &y Goifad a7 &1 fageft aufaa #r safa Hoer
& Tolr fareR3ler glaemsit arer faely sl §5 (SE2) same I &)

i N AL

aeftaoor - SR, fFaST 31T qaefles ZIRT 29I T T phlaeur AT Siadsre

T Ul - TF I e eIl F IHTEST T IANfAD AT AT T vt FHue]
fageft faarer - MNCs ZRT 37 91 & I, s1ar, Frefiar fg uRufa=y 42 fabar a7
faarer

fageft eamary - 391 & dfter aeSTI-Jar3n T ITTGTT-FgTeT Al Iaian STARI T PableheT
T &l

SATITT HAINE — JTHIT & [QFHAT & 10 TIBR ZRT oA9mAT Uldsel, i &7 2T HIET)
ITTABIUT — IR YT IRFHR ZRT oRNT Farel) a7 gidset 1 &2

WTO - fo%7 TR HIT2, &I SiqRidar TR & IFRIFRT T o1 IFT & 164
Fe2]

farehr antfeler G — 10T sTapfoa &eat @ ToIT fageadr glaemsit 31k #3 pe arerr
&
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SF H oreAdT - HIAD) B SN TR W HH dT 3R T ZRer & g
FaT]

FIGT INAHIT — 3Teeh JaT AT 32T YA S FH12f et arrarT arer 9N 3 T
3faa d<iaIor - T deflaeur A T foir FIaTR FAT I ST FHT 9ETR FZART
F

AT b — FTATIAT T2 U SAINTAT STt FIeiT R

IH | =g

osfiemor FA FHIH HIAT F
MNCs TafsisT 2o # faoer #wdt #

J
31T thetdT 3T 39T # ofer &

J
fageft e sTeRY @1 argar &

!
| qehetieh 3 doT URagsT T TR

!
IETIFIT I RN EET F

MNC IearesT 2 therrdt &

MNC

|
| |
TRt STl 76T | gfewet AT Sifeareor

‘ et FufAay I Tgh B?%malwéﬁ? el Fufaar Fgar
T aa?#};ﬁmaf
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deflmour BT g
HABRIHE ABRIAD
- 1fa# fdshey, dgav Ui - DIZ 3ATEH! I glfat
« T FI + AT ITGRT
- Jar SR IT & I « Y37 F) oreflerar
\~917?Fﬁ7fMNCsEhTW \~mﬁwwﬁm

aeflmeor & FRE
PP qfAwr
glenfasst T URFET IR HAR
IeTfazoT AR AN gETAT
WTO TR IGRIFHT o a7
fageft faarer faree & MNC TF

UIESTEAH AT T

.0 MNC T &2 MNCs Tafeisr 2on & 3ager @2 sifia &t &7

I MNC P 3 3ifdeh oIt # SATET T TalAT AT @757 It #1 O a8l HIRvETT
Jifas 3TeE oI HHTAT &1 Thl

9.2 MNCs 3dTET 2 Tharref & 377 STt Seargah! 3 &) ofseft &7
I BT BT & AT ATHER b, BTAT IdTgah I ATl oiahv, T
2T Fufanr I gldeaet #d AT I FAFH)

9.3 3GRI0T a7 &7 §a SR # a&fiamaor 7 ey TETAT b7

I IRV AR TR IR teRvell 31ie Gl r 21T &1 TR #F 778 199] H
S E3T, foIeRy AT F3 3 HIeT T2 31 MNCs 1aaeT F57 TehT T aogis
Hh T T 37T Tl
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9.4 o&ia0T BT BIE Id1geh! UL FT T UST?
ITY- dcft, TR, ©ifRs, [@etla, e 7 aaild Je7 & DI IATGH JFaa
AT F} gldzger I AT 50 SR 31 ag & 9T, folerar ISR 2T

9.5 WTO @ o SfffanT &7

T~ WTO Siqisgter SR & fozger STl & 3717 3ahT UTeteT 33T &, 3TbhT 339
TGTT T IGTNFHIT &1 U7 Tah & 39T yrar: 3797 SaRVer IFehT faamrarefler 91
I SRV et Hr FEA &

U.6 03T b 3T H FATAT AT THAT 7

I~ TIFHR 4 HIGA Il 3, DIE IAIgeh! F1 JETATT %3, STaoTHT &Il U2
TR e oraane, WTO & 3faa fazar #1 araf 7 31 317 fagrarefier 2oi
& AT B6i1E H TE F T &l

IS vzt & Azaqt T (FeT ARA)
w1 [ 3] WTO T TR T feifHT]

I<IY- oy erare HId<T (World Trade Organisation) |

9.2 [| 3] R H IR (3 gy o= F3T?
I<IT- 199/ H)

b.3 [3 3ih] ofiehaur @b THT FTeT alet dfisT HRF AT
Iav- URues glanfaat & A ger, e 37 R GEnfaid), gur fageft o st
faarer sifa &1 3grtanor)

G.4 [3 sien] ARAT Fyferay @I deiaor 3 @ AT gamm?
MNC & 1§ MNCs T 39l et aTell @yfaar JHg &5 3 IT &5 & 50
3T Aot
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U.S [3 3iF] oefiaour Ta AT ermsrgraras #21 <7et 8T
IJAT- DI IHGH T AT I GHIT g2, SIAD) bl HH dda HR Rigia ereien
AR 1ReAT 37te a7 S Tusr SIedt IuSTIHI3I 31T FHIeT YA @) Rt

U.6 [S 3] SR srFeAaaar uz dflanor o7 GTd R 3faT a&fieur 3 gura
HALAIRC|
IV F&flFr I SIS Y fadhed, JgaR YU 7T HH G fHer, 0T 37T
QAT JF A AT TET 3T ARAT MNCs I3 TR pie g 31 fHB! Hr
&1 B5| TRBHR I S Bl oIl PR, BIE IA1Geh! b1 AT, HTTOHHT TR
SeRVE Tt 371 WTO-H 3R fagA) & foip arar et a1er!
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