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Industrial globalization is a fact not a goal


Examples are the recent merger between Daimler and Chrysler , the activities of editoring companies such as Bertelsmann and Holtzbrinck on the American market and only some days ago the merger between Deutsche Bank and BankersTrust in the U.S. 


The main reason for these activities is the approach to new markets and the possibility to benefit from an already existing and operating partner.


But there is also another side of the coin. Besides from cooperating with new partners particularly in recent times some companies had to streamline and adjust their business to their core activities. Examples are Siemens AG, Metro AG (retailer) and VIAG AG (energy), who spinned of up to 1/5th of their activities. And even Daimler before merging with Chrysler had to spin of activities particularly in the aircraft and insurance business before becoming as successful as today. 


Other areas for industrial globalization is the Information Society incl. telecommunications, Internet etc.


But not only the big companies globalize their activities around the world. Several SME’s started to internationalize their activities already years ago either to follow the big companies as a supplier or to cover market niches around the world.





Industrial Globalization is an old approach under a new name


Successful companies have been engaged in foreign markets since many years. Best examples are the automotive industry and the chemical/pharmaceutical industry.


What is new is that more and more countries liberalize their markets and want to participate in worldwide growth. Particularly after the end of the Cold War new business opportunities arise in increasingly market driven societies. This also means increasing competition between the companies which want to benefit from the huge potentials in the new markets. 


And there is a new approach: While in the 70ies and 80ies companies only had to supply goods and services to the respective partners since the beginning of the 90ies the participation in investment and privatization projects has changed. An engagement is only possible if a company takes more risks and responsibilities and operates and runs the project (BOO, BOT). In this area particularly those companies are successful which have operating experience in their home market. Examples are the construction sector or the energy sector.





Different effects of globalization in a changing world


on industry: 


In the political process economic issues have a new priority: conflicting economic interests between countries or regions are discussed more openly and with greater stridency between the governments. Recent examples between the US and the EU are the banana conflict , the US steel antidumping measures and US sanctions with extraterritorial reach. 


Companies are increasingly invited by politicians to take a more active part in the political dialogue. Examples are the Transatlantic Business Dialogue (TABD) and other business dialogues with Asia, Latin America (MEBF) or on a national level the BDI US-Committee. These dialogues are established to intensify the communication between the business community and the governments. The ultimate aim is to reduce barriers to trade and investment and by that contribute to a further liberalization of world trade. At the same time these dialogues work as an ”early warning system” to prevent the deepening of economic conflicts. It is also evident that not all conflicts can be solved with the help of the business community. But the dialogue is an important mechanism and a good basis for continuous exchange of views which sometimes can help to reduce tensions between the parties.


on labor relations: 


The effects can be illustrated with two examples:


13 out of 15 EU Members nowadays have social democratic governments. That does not necessarily mean a same approach towards labor issues but there is a stronger focus on these issues.


France requested an EU Unemployment summit to tackle one of the most urgent problems of the EU: the reduction of the high unemployment throughout Europe. The question is here: what can be done on an European level which cannot be provided on an national level?


With the new government in Germany there are actually two discussions on the way. Should the Bundesbank be pressed to a more growth oriented policy? Should there be a shift from a presumed supplier oriented policy of the old conservative government to a more demand oriented policy? 


The first approaches of the new tax reform head into this direction and it has to be seen if it will have a positive effect on private consumption. At the same time the Round Table between employer organizations, Unions and government will be reinstalled. But concrete results can only be expected if both the employers and employees organizations agree to give in some of their sovereignty.


Even in the UK there is growing pressure within labor party and Unions to implement more labor oriented regulations.


Question: what can effectively be done bearing in mind the increasing budget and fiscal restraints within the EU and the Member States? Which is the effective tool to fight unemployment?


In the transatlantic relations the Daimler Chrysler Merger could become a future example on how to organize the relation between the employer and the workforce: the concrete effects of the merger cannot be identified yet but as a first reaction the U.S. unions claimed their rights at the Mercedes Benz factory in Alabama. 


The central question will be: Is the free market system and deregulated labor market in the U.S. the right approach to react to increasing effects of globalization on labor relations?


Increasing job rates and more job flexibility stand against a weak social security system, low average education and increasing income gaps.





Conclusion


The increasing effects of globalization on industry and labor relations will lead to a better comparability of the different systems. Both sides should learn from one another. Europe could bring in the good education of the workforce and reasonable income relations. Europe could learn from the U.S. how to organize a flexible job market with increasing job rates particularly in the service sector. 





