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Introduction

Every day we hear it on the news, read it in the papers, overhear people talking about it… and in every single instance the word globalization seems to have a different meaning. So, what is globalization? What are its main drivers? Why and how does globalization impact international business? What’s the future of international business? This paper, through conceptualizing the significance of globalization for international business and explore core concepts of the international business environment, will answer the above questions.

What is Globalization?

Globalization can be described as a process by which the people of the world are unified into a single society and functioning together. This process is a combination of economic, technological, sociocultural and political forces. Globalization, as a term, is very often used to refer to economic globalization, that is integration of national economies into the international economy through trade, foreign direct investment, capital flows, migration, and spread of technology. The word globalization is also used, in a doctrinal

sense to describe the neoliberal form of economic globalization.Globalization is also defined as internationalism, however such usage is typically incorrect as "global" implies "one world" as a single unit, while "international" (between nations) recognizes that different peoples, cultures, languages, nations, borders, economies, and ecosystems exist(http://en.wikipedia.org/).
Globalization has two components: the globalization of market and globalization of production. Globalization of markets moving away from an economic system in which national markets are distinct entities, isolated by trade barriers and barriers of distance, time and culture, and toward a system in which national markets are merging into one global market. Globalization of production is a trend by individual firm to disperse part of their productive processes to different locations around the globe to take advantage of differences in cost and quality of factors of production (Hill C.W.L., 2006).

The engines for Globalizations

What factors spur globalization? Are there driving forces that facilitate or promote the spread of globalization? Considering that globalization has accelerated in the last decades, answers to these questions can be sought by identifying changes that have occurred over the latter part of the last century that may have magnified the globalization trend. Among the many possible engines that push it forward, six are most prominent (http://tutor2u.net):
o Improvements in transportation including containerization

– the reduced cost of shipping different goods and services around the global economy helps to bring prices in the country of manufacture closer to prices in the export market, and adds to the process where markets are increasingly similar and genuinely contestable in an international sense. 
o Technological change – reducing massively the cost of transmitting and communicating information - sometimes known as “the death of distance” – this is an enormous factor behind the growth of trade in knowledge products using internet technology. Advances in transport technology have lowered the costs, increased the speed and reliability of transporting goods and people – extending the geographical reach of firms by making new and growing markets accessible on a cost-effective basis. 
o De-regulation of global financial markets: The process of deregulation has included the abolition of capital controls in many countries. The opening up of capital markets in developed and developing countries facilitates foreign direct investment and encourages the freer flow of money across national boundaries 
o Differences in tax systems: The desire of multi-national corporations to benefit from lower labour costs and other favourable factor endowments abroad and therefore develop and exploit fresh comparative advantages in production 
o Avoidance of import protection: Many businesses are influenced by a desire to circumvent tariff and non-tariff barriers erected by regional trading blocs – to give themselves

more competitive access to fast-growing economies such as those in the emerging markets and in eastern Europe 
o Economies of scale: Many economists believe that there has been an increase in the estimated minimum efficient scale associated with particular industries. This is linked to technological changes, innovation and invention in many different markets. If the MES is rising this means that the domestic market may be regarded as too small to satisfy the selling needs of these industries.   Overseas sales become essential. 

Globalization’s impacts on international business

The trend towards globalization and internationalization, together with the nature of competition, means that an increasing number of firms need to deal with business issues in an international context. Why does this trend toward a global economy mean for managers with an international business? Let’s exam the global business environment and see how globalization environments impacts on international business. Generally, the global business environments could be summary in for aspects: 

 The forces of globalization
Globalization is a potential force transforming our societies and commercial activities. The drivers of globalization influence every aspect of the global business environment. On one hand it brings opportunities, on the other hands it also creates completion for all firms. Firms must remain vigilant to the fundamental societal and commercial changes that globalization is causing (Wild J. J., Wild

K.L., Han J.C.Y. 2008).   

 National business environment 
Countries are different in their cultures, political systems, economic systems, legal systems, and levels of economic development. Despite all the talk about the global emerging global village and the trend toward global market and production, many of these differences are very profound and enduring. Managers in an international business in an international business must not only be sensitive to these differences, but they must also adopt the appropriate policies and strategies for coping with them (Hill C. W.L 2006).

 International business environment 
International business environment influences how firms conduct their operations in both subtle and not-so-subtle ways. No business is entirely immune to events in the international business environment, as evidenced by the long-term trend toward more porous national borders. The drivers of globalization are causing the flows of trade, investment, and capital to grow and become more entwined—often causing firms to search simultaneously for production bases and new markets. Company today must keep their finger on the pulse of the international business environment to see how t may affect their business activities (Wild J. J., Wild K.L., Han J.C.Y. 2008).

 International firm management
International firm management is vastly different from managing a purely domestic business. Companies involved in international business must play by the rules in every market in which they choose

to operate. Therefore, the context of international business management is defined by the characteristics of national business environments (Wild J. J., Wild K.L., Han J.C.Y. 2008).

The road ahead for international business

International business is about you and me. Over the next quarter-century, a new generation of industries—centered on the “electronics complex”—will become the economic growth, taking over the role of the now-traditional industries. The new global industrial map will create a new international business environment for MNCs that differs radically from the business environment nowadays. First, the economic/technological imperative will accelerate the formation of global market. To survive in such markets, firms will need to pursue global strategies that enable them to manufacture and market world-class products whose costs and quality-levels can at least match those of leading competitors everywhere. Second, the progressive displacement of national markets with global markets will magnify the multifold influence of the business environment. The emergence of a new global industrial map, therefore, challenges to a far higher degree than ever before the capability of managers to cope with political, economic, technological and competitive discontinuities in the global environment. Third, the emergence of global market and competition and the resulting pressures on cost minization and technological innovation will orient firms more toward long-term contractual arrangement with

other firms that in the past. “going it alone” will become a less viable strategy: firms will move away from “internationalization” and toward “externalization” and will more freely transfer nonstrategic production processes to firms(Root F.R. 2002).

Summary

Globalization is an idea of our time, it relates to the economy, politics, culture, society, and generally, with everything we deal with in our everyday lives.This paper presents a study of globalization and its main drivers, conceptualizing the significance of globalization for international business by analysis the global business environment. To conclude this essay, I predict that international business will flourish in future as never before in history. But for global market, firms will need a new breed of manager—a breed that is more cosmopolitan, more person-oriented, and more flexible than today’s breed.
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