Globalisation - just what will it mean?
It now an agreed fact that trade is carried out across wider geographical distances than was the case only twenty five years ago and with increased volumes being exchanged. We also accept fewer barriers to the movement of people, capital and products form part of most of the worlds 'markets'. It also seems sensible to admit that the old order in global society is undergoing change.

So, part of any analysis of the impact of globalisation must rest on the need to appreciate that the term 'international relations' has become an outdated definition. Nation states remain the most important agents on the international stage, even though the turnover of many of the multinational corporations exceeds the GDP of a large number of nations. It is still the nation state that controls territory, uses military force with some agreed terms of legitimacy, has some agreed responsibility for the needs of individuals and something loosely called 'society' and up holds the apparatus of law.

However, it would be wrong to try and analyse globalisation simply at the level of the nation state and their claims to sovereignty, because nations are being redefined and re-shaped with alarming regularity. In addition to the powerful influences of the global market place already outlined, the new influences of communication technology and one which has recently been recognised, namely 'globalisation from below' are shaping the ways in we which we both view other nations and our trading relationships with them. Today, millions of people are organising themselves into powerful forces of influence. In 1950 there were only two or three hundred non-governmental organisation. Now, over 10,000 are registered and their growth rate continues. It is therefore important to analyse globalisation against a background not solely based on trade but also with note made of the changes in the economic, social and civic orders that are developing in parallel with it.

We therefore cannot ignore this fast growing trend but what are the probable consequences and actions that this revolution in the way markets operate will cause?

· employment - those who see globalisation as a 'success' point to the increase in employment worldwide. Between 1980 and 1994 the world workforce grew by over 630 million workers. The pro lobby also put forward the increase in life expectancy in such countries as South Korea, which only 30 years ago recorded infant mortality rates close to those of the worst now being posted in parts of Africa. 

· Poverty - in his seminal work Millennium Doom, Mauricio Rocas says 'that the unparalleled advances of the past thirty years have shown that our new global economy has an enormous potential in that there is an alternative to poverty and underdevelopment, that the thing now is to transform more and more countries into dynamic parts of this expansive economy.' 

· Capital - this is one area where the globalisation process has been seen to produce problems as well as perceived advantages. In the 1980's came the Latin American crisis, then that of Mexico and as the century drew to a conclusion the Asian capital outflow caused severe problems. What now seems to happen is that short-term capital follows move with alarming speed from one high return location to another. These sudden rushes either in or out of one market cause serious problems for the domestic banking system and the exchange rate, property prices and other asset values. Later in this article I will address some of the possible reaction to the problems caused by vast sums of portfolio capital moving geographic location in time period never previously experienced. Desai has pointed to the slow but noticeable move of direct foreign investment to countries once considered too risky. In some industries and these include textiles, steel making and motor vehicle manufacture the 'developing economies' are beginning to attract the majority of transferable funds. Such industries are no longer the sole preserve of the western economies and we must learn to develop the more advanced areas of information technology, pharmaceuticals and precision engineering if we are to add sufficient value to our products to be able to afford the living standards expected by ordinary citizens. 

· Debts - the scale of this problem has enormous potential for disaster amongst some of the poorest nations. There is a need for tighter supervision of; 

· Capital flows, especially those short term flows, such as hedge funds and derivatives, that can move at alarming speed from one economy to another 

· The provision of international liquidity, so as currency crises can be reacted to quickly and in sufficient volumes to stop the erosion in a certain currencies value 

· The ability of the IMF to act as international lender of last resort. Indeed, the future might be best served by the creation of a Global Central Bank. 

· A more orderly way of settling rescue packages. Ways need to be found to involve private investors as early as possible, else they can gain from the movements of currency values that accompany a sharp fall in just one currency 

· Who decides what is to happen? Which in the opinion of some remains the domain of the rich countries. Membership of G7 and G8 needs to be broadened. This has already started with the formation of GX, to which China, India, Brazil, Russia, South Korea and South Africa have been added to the original G7 membership. 

Such changes now need to be done as the gap between the rich nations and those classified as poor is growing. In 1965 the average income per capita of G7 countries was twenty times that in the poorest countries. By 1997 the ratio was 40 to 1. Even allowing for differences in the cost of living, the gap is getting bigger. Perhaps now is the time to consider;

· taxing speculative currency flows 

· spending more on human capital development 

Many of the problems that inhibit the development of the poorest countries don't actually come from the global economy. Alas, they arise from authoritarian government, corruption, conflict, over-regulation and the low level of emancipation for women. Mobile investment capital will not be attracted to such countries, as the risks are simply too high.

The Knowledge-Driven Economy (Part 1)

The growing importance of knowledge is clearly evident within our modern economy. It is perhaps most obvious in the personal computers, mobile phones and sophisticated electronics and communications industry. It is claimed that two thirds of the value of a new motor vehicle is the knowledge that went into designing, engineering and building it, and only one third pays for the materials. It is the knowledge that enables a team of people in another part of the world in countries like South Korea to compete so successfully with many of the huge household names we know so well in this country.

A knowledge-driven economy is one in which the generation and use of knowledge will come to play the major part in the creation of wealth. It is not simply pushing back the frontiers of knowledge, it is also about the effective use and exploitation of different types of knowledge in all areas of economic activity. As Business Economics students one needs to be aware of:

· the types of knowledge 

· the importance of knowledge 

Let's begin with discovering how knowledge is divided into types.

In a fast changing and more competitive knowledge-driven environment, it is important to distinguish between the two types of knowledge, codified and tacit.

· Codified - knowledge that can be written down and transferred easily to others, rather like the information contained in this page. 

· Tacit - knowledge that is slower to acquire and much more difficult to transfer. In a business an example of this is when managers are encouraged to use their tacit knowledge to manage change. They are developing new competencies as they address different situations. In a knowledge-driven economy this helps to improve the competitive advantage of their business. 

Knowledge is important in the modern competitive economy as it:

· Allows the application of ICT. Its use enables organisations to do business with each other at amazing speed and accuracy. They can also build up better relationships with their customers and suppliers, whilst watching their rivals more closely. 

· Allows the application of science and technology. New generations of products now appear with less and less time between each generation. This has led to imitation, which in turn requires managers to use their tacit knowledge to monitor more closely their external environment and respond to the challenges posed by scientific and technological change. 

· Allows global competition to be faced. Lower communication and transport costs, the opening up of new markets and expanding markets have increased the number of global players. This has allowed business all over the world to take advantage of economies of scale to improve their competitive advantage. The effect of greater competition and the faster pace of innovation have been to advance the movement towards the concept of the knowledge-driven economy. 

· Allows firms to react to changes in demand. People now have more income, change their tastes more frequently and value their leisure time. They also place more value on how they perceive those from whom they purchase their goods and services. This in turn reflects corporate attitudes towards both the environment and quality. 

The Knowledge-Driven Economy (Part 2)
The movement towards a knowledge-driven economy has changed the way in which organisations compete, all of which have altered the pace of stakeholder involvement. Let's look at a few and note how their roles are changing.

· Managers - they now seek competitive advantage by maintaining and developing knowledge assets. 

· Employees - they need the skills that enable them to be creative. This has to be part of the corporate culture of the organisation. 

· Investors - they see more risk now that business is open to global competition. As such they invest more short term and look for faster returns. The intangible assets of corporations are a major pointer as to their receipt of much needed investment funds. 

· Policy makers - they need to be aware of all the changes in flexible workforces, different sources of finance and the knowledge-based industries. 

· Regulators - their role becomes more difficult as knowledge takes over many markets. Just how do you account and regulate for fairness and efficiency when intangibles are difficult to monitor. 

· Government - if they want to promote economic growth and stability they need to be aware of the need to develop: the skills of the science-based industries, technology, innovation and effective capital markets. 

So, just what do we mean by intangibles?

These include

· brands 

· research and development 

· contacts 

· know how 

· specialist knowledge 

With the growth of the service sector the knowledge and skills of people are central to economic survival. Employees must be:

· better educated 

· capable of working with customers 

· capable of working in teams 

· flexible 

· capable of working in flatter organisational structures 

· capable of accepting a faster pace of change 

· capable of being self-managed 

Clusters
Some organisations form clusters in which they work together on common projects. These assist in the development of social interactions and informal links. They also promote the spreading of tacit knowledge and through networks expertise can be drawn together. Such inter-firm co-operation develops better:

· supply chains 

· mentoring 

· benchmarking of best practice 

· sharing of financial risks 

The role of consumers
We are all developing higher expectations of what we expect a product to deliver. Consumers expect to see:

· clear information 

· accurate facts about the product 

· understandable instructions and claims as to product performance 

Companies who use their knowledge to satisfy customer wants will maintain a competitive edge in the market place. Output must be of a high quality backed by first class customer service, for example, replacements if the first is faulty.

So, we have looked in some detail at what is known as the knowledge-based economy. Success in these fast-changing times will depend on the ability of both organisations and individuals to exploit their knowledge, creativity and skills. These fundamental changes are all about developing high value goods and services through advanced business practices to better meet the needs of consumers.

An anthology of economists

Economists - Adam Smith (1723-90)

PRIVATE "TYPE=PICT;ALT=Adam Smith"

Adam Smith is often seen as the founding father of economics. He developed much of the theory about markets that we regard as standard theory now. In fact he could be seen as being to blame for much of the content of current economics courses!

Adam Smith was Scottish and after graduating from Glasgow (at the amazing age of 17!!) he was a fellow at Oxford and then he lectured back in Scotland again - first at Edinburgh and then Glasgow Universities. Surprisingly this was not in economics. In fact it was not until 10 years after leaving the Chair of Moral Philosophy at Glasgow that he wrote the book (or series of books) for which he is most famous. After Glasgow, he decided to go travelling. Almost certainly this was not backpacking and sleeping out in stations as he spent much of this time meeting the influential thinkers of the day. It was this that helped him to formulate his ideas, and once he got back to Scotland again, he started writing.

