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Abstract 

Globalization is world wide interdependence of people and countries. 
It has triggered multinational corporations and rise of institutional 
investors. The process is enhanced by advances in technology. 
Globalization has broadened opportunities and range of decisions 
businesses have to make. 
These decisions are not limited to the issue of the market for products 
and services. For efficiency and maximization of returns, businesses 
must now, more than ever decide its market for product input and 
technology. 
Consequently, businesses must: identify available decision and portray 
them in terms of appropriate decision variables; analyze alternatives 
from which decision can be made; make decisions that are optimal in 
the light of available alternatives. The concept covers a wide 
conceptual terrain. This articles attempts discussion on globalization 
and business, optimal business decisions and implications of 
globalization on optimal business decisions. 

Introduction 

Globalization is the concept that describes the growing world-wide interdependence of people 

and countries. It is the process of ever-increasing global integration of cultures, societies and especially 

economies. Globalization has triggered the rise of global business strategies and multinational 

corporations (MNCs), economic structure, new political imperatives such as economic/financial 

liberalization, privatization, commercialization, and the rise of institutional investors (Statt, 1999:62; 

Obadan, 1999:5). 

This process has accelerated dramatically largely due to advances in technology - television, 

internet, telephone and computer. Computers provide a means of processing the huge volume of 

complex and diverse transactions that characterized global market. Revolutionary changes in information 

telecommunication technologies have transformed many aspects of international transactions worldwide. 

It has stretched and deepened the intensity of globalization of product flows. 

In the financial industry world-wide, computer links have enabled investors to access 

information on asset prices at minimal cost on a real time basis, while increased computer power enables 

them to rapidly calculate correlations among asset prices and between asset prices and other variables. 

Also, improvements in communication technology enable investors to follow developments affecting 

foreign countries and companies much more effectively; brought significant reduction in costs, including 

transportation and communication cost, (Eichcngreen and Mussa, 1998:17). 

Viewed from cost-benefit perspective, globalization appears a sine-qua-non because it 

eliminates institutional barriers to the flow of its products and production inputs. The concept has 

negative implications. It results in the dislocation of labour force and increases the cost of decision 

making. 'The global economy presents businesses with many opportunities and more choices than they 

have had in the past. These choices are not limited to the question of where to sell one's product. To be 

efficient, a business must now', more than ever, determine where to obtain both its inputs (labour, 

equipment, part, materials) and technology. This calls for making choices that are best (optimal). 

Globalization covers a wide conceptual terrain. The focus of this paper is to attempt discussion 

on globalization and business, optimal business decision and implications of globalization on optimal 

business decision. 

Globalization And Businesses 

The global economy has been in existence in a substantial way for centuries, but the attention 

given it by businesses has increased greatly over the last two decades. Globalization of economic activity 
has become increasingly important because technology has spread world-wide and because 
institutional arrangements- the laws that countries individually and collectively make to regulate their 



economies and business - have increased both interdependence of business and / or trading groups and 
the efficiency with which firms produce goods and services. For example, Toyota Motor Company of 
Japan in 1993 assembled its Corolla Automobile in Georgetown, Kentucky, with parts not only from 
Japan but also from 20 US States. The car also contained numerous non-Japanese and non - US parts, 
since Toyota and some of its suppliers have been investing in the newly industrializing countries of Asia: 

Thailand, Malaysia and even Mainland China, et cetera, Exxon - Mobil is a typical multinational 
corporation (MNC) with outfits spread all over the globe. 

Since the 1980s, global competition in several industries has been intensifying rapidly, 
mounting pressure on the profitability and the survival of the business. There has been major 
developments in the global business environment. First, the deregulation and globalization of financial 
markets has occurred along with the emergence of new technologies which enables as well as compel 

moves towards increased globalization (OECD, 1992:209 cited in Reddy, 1997:21). 
Secondly, due to rapid international diffusion of technologies, countries are becoming more 

similar in terms of availability of infrastructure, distribution channels and marketing approaches. 
International division of labour has led to the emergence of some businesses in developing countries, 
especially the newly industrializing economies (NIEs) as full Hedged international competitors. These 
new players have exploited new competitive conditions and technological changes to leapfrog even well 

established rivals. Due to these factors, the intensity of competition has also risen, setting higher 
standards for success (Porter, 1986a:2-3 in World Development, 1997:1821). 

Thirdly, the rapid technological changes, leading to shortening of product lifestyles, has made 
innovation / technology a key source of competitive strength. Businesses are adopting a variety of 
strategies to attain this technological edge and thus maintain their competitiveness. As a result business 
organizations are increasingly transcending national boundaries, not just in procurement of technology, 

technical expertise and research and development activities, but also in production and marketing. The 
convergence of consumer preferences world wide and the international diffusion of technology have 
influenced both the pace and the locus of innovation. Domestic environment no longer provide 
companies with the needed technological capabilities and innovative environment, hi this, new needs or 
trends can arise in any advanced market and the latest technologies may be located in another. 
Transnational Companies (TNC’s)/ Multinational Corporations (MNCs) attempt to gam a competitive 

advantage by sensing needs in one country, responding with capabilities located in a second and 
diffusing the resulting innovation to markets worldwide (Bartlett and Ghoshal, 199 1:12). 

Optimal Business Decisions 

Optimization refers to balancing or harmonizing (optimizing) different and multiple objective 

functions or criteria, subject of constraints (Warner, 1996:3771). It could also be described as the process 

of weighing up all the factors in a single situation with the aim of producing the most effective or 

optimum performance, given unavoidable constraints (Statt, 1999:117). For example, minimizing costs 

implies searching for the lowest possible level of costs under given conditions constraints. Optimization 

embodies balancing costs against quality or searching for the best balance among profits, market share 

and employee satisfaction. However, it’s been argued that there can be no absolute definition of 

optimality: any such conception must be contingent on the type of problem involved, the decision 

maker’s purpose, ability and needs and the context of the problem (Keen. 1977:3157). 

Business organizations must strive to understand decision making not merely as computation of 

given, but as ordering of individual and collective experience, making sense of the chaos of reality. 

Making decision does not mean finding one’s way through a problem scape but refers to the very 

process of constructing and re-constructing such a problemscape. Every well-structured problem has a 

well-structured single - dimensional solution: the shortest, safest, cheapest or most profitable path 

through the problemscape. Finding such a solution can be simple or difficult, but it is always 'there' and 

remains only to be uncovered by finding the solution. However, finding the solution might not be 

optimization. 

There are many tools and techniques of optimization, all mutually irreducible, all characterized 

by different applications, interpretations and mathematical formalisms. Some of them are: Programme 

Evaluation and Review Technique (PERT) critical path model, linear programming 

technique, decision free analysis, inventory control model, queuing (waiting time) model, simulation 
model, makov analysis, game theory, forecasting model, distribution logistic models, volume cost 



(Break-even) analysis model, production scheduling model, etc. These techniques are limited m 
capturing the richness and complexity of human problem solving, decision-making and optimization. 

Implication Of Globalization On Optimal Business Decisions 

The global economy (globalization) presents businesses with many more opportunities and 
many more choices than they have been in the past. These business decisions are not limited to the issue 

of the market for goods and services. To be efficient and maximize returns on investment, a business 
must now, more than ever decide its market for production input and technology. This is not the case of 
either ignoring expensive international expatriates in favour of cheap local and inexperienced labour (in 
the case of developing economies) or substituting foreign labour for expensive domestic labour (as 
obtainable in most developed economies). It has to do with other considerations such as the quality of 
labour for specific technical tasks and the type of technology suited to the production line. Consequently, 

businesses must 
(i) Identify all available choices (problems and opportunities) and portray them in terms of 

appropriate decision variables, costs and benefits; 
(ii) Analyze decision alternatives (through appropriate optimization tools/'models) from which 

choices/decisions can be made; 
(hi) Made choices/decisions that are best (optimal) in the light of available options and alternatives. 

Optimizing business decisions require managerial economic tools/models/techniques. These 
techniques help to explain how various economic units react to changes in social and economic 
indicators. These reactions are normally built into models of behaviour used in managerial decision-
making. The models mentioned earlier are vitally important because they fit quite readily into existing 
systems. 

Conclusion 

Globalization has broadened the opportunities and range of choices/decisions businesses have to 

make. Business firms arc confronted with situations involving choosing from among business 

alternative, the tools and techniques of optimization, which can be applied to find the best course of 

action-make optimal decisions, are indispensable to business organisations. It is not absolutely true that 

all executive officers of businesses must be managerial economists. However, managers/executive 

officer who understand the way managerial economic applies fundamental principles of economic 

analysis to specific decisions/problems encountered by the business and other organisation are more 

likely to make optimal decision-choice wisely than those who do not. 

While the central themes in managerial economic (identifying problems and opportunities, 

analyzing alternatives and making optimal business decisions) are essential to business with global 

operations, they are equally significant in the routine affairs of business and ventures that have little or 

nothing or no contact with global market. 
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