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Introduction 
The 1990s was the golden age of globalisation, where international trade of goods and services first 
started to flourish, and a global financial market was starting to form. In the 2000s, we witnessed 
the rise of modern China, whose immediate rise from a developing country to a global superpower 
surprised a lot of people. Renowned for its nickname ‘the world’s factory’, western multinationals 
rushed to establish factories there where they can enjoy low costs and lax regulations, subsequently 
boosting economic growth in China. Since then, the world became more and more interconnected, 
and trading became more and more extensive, as other developing nations tried to emulate the 
China’s model of a global factory, and attract investment from western enterprises. Global growth 
was strong, and several countries were on the rise (e.g. India and Brazil). However, nearing the end 
of the 2010s, there was growing discontent among western countries, in which they blamed 
inequality and climate change as effects of globalisation and free trade. Fast forward to 2022, 
western countries start to line up protectionist policies and restrict free trade. Extremist views such 
as complete localisation of supply chains are becoming more and more popular, especially after the 
US trade war in 2018. This essay intends to explain why reversing globalisation is a terrible idea, and 
would only lead to harm and regret. It then proposes some modifications to globalisation, and how 
free trade can be conducted in the 21st century. 

Benefits of Globalisation 
First, this essay will explain the benefits we have enjoyed throughout the decades since the start of 
globalisation. We have split the benefits into 3 major categories – benefits to households, benefits to 
firms and benefits towards the global economy. 

Benefits to Households 
First, globalisation decreases the prices of goods and services. Free trade means that foreign firms 
will move into domestic markets, so there is an increase in the number of firms competing with each 
other. There are multiple advantages of increased competition. Higher levels of competition means 
that firms ought to take more risks to stand out and attract consumers. This leads to innovation and 
products with higher quality. Besides increased innovation, competition would also lead to lower 
prices and higher quality. There are only finite consumers, so firms will need to stand out by either 
having high-quality products or selling it at a very cheap price, otherwise households might not 
purchase their products. As a result, goods will be sold at an affordable price as well as having a 
certified quality, which is obviously beneficial for households. Moreover, since foreign firms will be 
able to enter the market, it is less likely for one firm to dominate the market. This is beneficial for 
consumers since they will not be charged at an unreasonable price for low quality products. 
According to Fig. 1, as globalisation increases dramatically from 1970 to 2018, the inflation rate 
(general increase in price level each year) decreases significantly (Attinasi and Balatti, 2021). This 
illustrates that the amount of trade has a negative correlation with inflation, thus increasing 
globalisation will further lower the price level. 
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Furthermore, globalisation will create jobs in both developed and developing nations. As a 
consequence of globalization, a lot of firms move their factories or other production facilities into 
developing nations, creating a massive influx of new jobs available to lower-skilled labour. In 
addition, foreign direct investment (FDI) in developing countries lacking capital and technology has 
raised the productivity of the workers there, and subsequently their wages. FDI inflows to 
developing countries rose from 0.6% in 1980 to 3.5% in 2008, while average real wages from 1999 to 
2009 rose by 1.5% in Africa and Latin America, and almost 8% in developing Asia. For comparison, 
the average real wage only rose 0.5% in advanced countries (Dabush and Shaw, 2012). Contrary to 
public belief, globalisation has also increased the number of jobs in developed countries. 
Communication and technology are crucial in globalisation, so this increases the demand for jobs, 
like interpreters, translators and IT technicians. For example, in the EU, the number of jobs 
supported directly or indirectly by EU exports outside the union has risen significantly from 21.7 
million jobs in 2000 to 36 million jobs in 2017 (European Parliament, 2021). To sum up, globalisation 
has provided more workplaces in both developing and developed countries. 

 

Benefits to Firms 
Households are not the only economic agents who will benefit from the globalisation. Free trade will 
also increase the profits of firms by decreasing the cost of production. Firms will be able to purchase 
raw materials at a cheaper price, since they will be able to gain access to the raw materials in 
developing countries, where there is less competition for resources. In addition, multinationals will 
be able to access the labour market in developing countries, thus it makes it easier for them to find 
workers having the skills needed for their jobs. In addition, the lax regulations in developing 
countries means that it is easier to hire or fire labour, which means that firms can get rid of workers 
with poor productivity easier, while able to hire more units of labour to replace them quicker. To 
sum up, the flexibility of the global labour market is going to allow firms to significantly reduce their 
wage bill and subsequently, decrease their costs.  

Another benefit for firms is the increase in foreign consumer bases. Globalization increases the 
quantity of factories or other production facilities created abroad. It is likely that the citizens in these 
foreign countries will purchase goods from these brands. Since these goods are locally produced, 
they are usually charged at a lower price (due to lower transport costs and no tariffs). This means 
that firms will be able to expand their foreign consumer base. Having a larger foreign consumer base 

FIGURE 1 
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will bring multiple advantages to firms. Firstly, they will be able to expand and enjoy the advantages 
of being a larger company, otherwise known as the economies of scale. These advantages range 
from increasing the ease of borrowing from banks to lowering the per unit costs due to bulk buying. 
In addition, having a foreign consumer base means that they will be able to collect information 
about customers from different countries and cultures. They may be able to improve the design and 
style of their products according to the preferences and choices of their consumers. Smaller changes 
may just boost sales for that individual firm, but larger changes may lead to the creation of an 
entirely new product, and lead to innovation, which benefits the society as a whole. 

Finally, globalisation means that firms will be able to enter the global financial market. A global 
financial market means that there is more credit available (there are always more investors in the 
whole world than in one country). This increases the probability of a firm of securing a loan for a 
new project. This also disproportionately benefits firms from developing regions, where there is a 
weak financial market deprived of credit. Allowing them to access the global financial markets 
means that they can showcase their projects to investors in richer countries, therefore increasing 
the chance of them being able to raise enough capital to expand or develop new products. 

 

Benefits to the global economy 
Free Trade will allow countries to specialise in goods or services in which they have a comparative 
advantage, for example, some countries have a large amount of the natural resources available to 
produce that certain type of good. For example, Ukraine is well-known for its wheat production, 
while the Middle East is famous for its oil supplies. Trading allows these countries to specialise in 
producing these goods, which improves both the quantity and the quality of goods and services 
globally. Specialisation and trade is the driving force of the increase in global growth in recent 
decades. According to a speech given by Christine Largarde, the President of the European Central 
Bank, she mentioned how globalisation increased growth, ‘Across all economies, a one-point 
increase in measures of globalisation was associated with an increase in the five-year growth rate by 
0.3%.’ (European Central Bank, 2021). This illustrates how significance is specialisation and trade 
towards the growth of global economy. 

Globalisation allows individual countries to increase their production capacity in the economy, such 
that it can import raw materials and labour units during a period of labour shortage or supply deficit. 
In addition, globalisation doesn’t only increase the production capacity in one economy, but also the 
global economy. Globalisation contributes greatly towards the emergence of new global 
superpowers, notably China and India. The 1990s is when globalisation started to take flight, and the 
labour market flourished. Using an export-to-GDP weighted labour force, the global labour force 
quadrupled between 1980 to 2005, with a huge part of the rise occurring during the 1990s 
(European Central Bank, 2008). 

Globalisation has also aided the development of poorer countries. When multinationals set up 
factories in developing countries, the public belief is that multinationals are taking advantage of the 
lax regulations of poorer countries and exploit the cheap labour there. This is not true, but this will 
be covered later in the essay. In reality, poorer countries benefit a lot from these multinationals. 
When large Western firms set up factories there, not only does it offer job opportunities to their 
citizens and initiate the first stage of industrialisation, they also improve the skills of the locals 
employed. When these locals leave the factory and set up their own enterprises, they now have the 
skills and techniques to replicate the production of these multinationals. When these domestic firms 
get larger and larger over time, the country no longer is reliant on foreign companies, and becomes 
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independent. Their economies also become larger and stronger due to the emergence of these 
advanced domestic firms. For example, we witnessed how China turned from a factory for western 
firms into developing extremely large Chinese corporations itself such as Huawei and Alibaba Group. 
The growth of developing countries is also benefitting developed nations. A stronger country means 
more production and more consumption, which facilitates more trading between countries. Thus, it 
is in the interests of both developing and developing nations to aide poorer countries through FDI 
and globalisation. 

Last but not least, globalisation have gradually decrease discrimination and racism. As countries and 
firms become more globalised, the result is a more diversified workforce. People from different 
cultures and races have more opportunities to communicate and cooperate, leading to better 
understanding and tolerance of different cultures. This subsequently has led to a decrease in 
discrimination and racism, which is now strongly condemned all over the world. This was not the 
case in the past, especially when globalisation wasn’t occurring in a large scale. Therefore, 
globalisation is not only beneficial in economics terms, but it has also initiated positive social change, 
and has decreased racial and cultural discrimination. 

 

Alternatives to Globalisation 
For decades, the world has enjoyed the benefits mentioned above due to globalisation, and the 
world has sustained continuous growth, except in 2008 when the financial crash happened. 
However, critics of globalisation has somehow gained momentum in the past year as they blamed 
the supply chain disruptions and inequality on globalisation and free trade. A method to determine 
whether globalisation is desirable is to look at the alternatives, offered by the critics of globalisation. 
There are 2 forms of alternatives proposed. The first one is on the opposite end of the spectrum – 
economic isolationism. The second one is government-controlled globalisation – where the 
government decides what countries to trade with/ trade with government interventions. 

 

Alternative 1: Economic Isolationism 
Economic isolationism is when a country become economically autonomous, and no longer trades 
with another country. While this may seem impossible to achieve in the short run, some may 
propose a model similar to economic isolationism where the country set up high tariffs, export 
restrictions and other protectionist policies. It coerces firm to fully localise their supply chains. As 
time progresses, one may be able to achieve economic independence by slowly cutting off trade and 
investment in foreign countries, and eventually become economically isolated.  

Advocates are quick to point out that countries that become economically isolated will be able to 
fully achieve self-sufficiency. This means that it is impossible for a foreign country to threaten them, 
through sanctions or other means. If COVID-19 happens again, the country will not face any supply 
chain disruptions, nor should they worry about foreign domestic affairs, as it will hardly affect them 
at all. Their national interest will be fully secured and it is not possible for another country to harm 
them through economic means. In addition, a self-sufficient country means that every resource and 
capital will be invested in your own domestic country, and will not leak out of your country and 
benefit foreign countries. Unemployment is going to fall, as a lot of jobs previously allocated to 
foreign workers will now be given to domestic workers. This means that inequality is going to 
decrease, as the poor will also be able to find jobs and earn a living wage. Their economies may grow 
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faster since all their domestic resources are consumed in their economy. The government will obtain 
more tax revenue since firms won’t be able to transfer their profits into a country with a lower tax 
rate.  

Unfortunately, this utopian ideal is unrealistic and non-viable. For a country to achieve self-
sufficiency, it will have to go through a long and painful process of forcing out foreign firms. This will 
lead to a deterioration with the relationships of foreign countries, isolating the country politically as 
well as economically. In addition, it will take time for all the infrastructure/ resources left behind by 
foreign firms to be reallocated in a fair way (presumably there is a fair way) to domestic firms. 
Domestic entrepreneurs will then have to learn how to master these new technologies or 
machinery, which will take a lot of time and will come along with a high cost. Consumers will have to 
change their consumption patterns to adapt to the loss of imports. This shows that the process of 
becoming self-sufficient is painful and gradual. 

In fact, even if self-sufficiency is achieved, it is by no means desirable and will only bring harm to the 
country. I will go through the disadvantages of a self-sufficient economy through the lenses of the 3 
economic agents, namely households, firms and the government. 

First, consumers will suffer from higher prices along with fewer choices. As the country lines up with 
nationalist and protectionist measures, foreign firms, no longer able to earn profits in the country 
due to the high-tariffs and imports restrictions, will therefore leave the country. This means that 
consumers can no longer enjoy any imported goods, and will only be able to purchase domestic 
goods. To add insult to injury, prices of goods will also be higher. This is due to 2 main reasons, 
namely (1) the rise in the cost of production of firms, and (2) decreased competition in the market. 
The reason why there will be a hike in the cost of production of firms will be covered later in the 
report. Decreased competition caused by the loss of foreign firms means that domestic firms will be 
able to raise the prices of their products, without worrying about losing consumers (since they don’t 
have alternatives). In fact, the loss of competition may be so great that markets are controlled by a 
few domestic oligopolies, or in the worst case scenario, one large monopoly. These oligopolies or 
monopolies have the power to increase the prices of their goods substantially and decrease the 
quality of it, since consumers do not have another option, and must consume the goods and services 
from their brand. Even if the government intervenes in this case, it will hardly improve the situation. 
Assume that the government decides to subsidy these monopolised markets aiming to lower the 
prices, these oligopolies or monopolies could easily take in the money without changing their prices. 
If the government tries to intervene and promote anti-trust laws to deter these monopolies, they 
will find it hard to find new firms to enter the market, due to the high costs of setting up a business. 
Small firms, or new businesses, won’t be able to raise enough capital (considering there is no longer 
access to global financial markets) to afford the soaring costs, and only big firms (i.e the monopolies 
and oligopolies) with large profit margins are able to do so. To sum up, the cost of living will 
skyrocket, and the prices of goods and services will go through the roof. The poor will get poorer, 
and may no longer be able to afford basic necessities, while the capital owners of monopolies and 
oligopolies can enjoy windfall profits and lofty gains from shares and bonds. Inequality in the country 
will increase significantly. Is this really an ideal situation? 

Firms will also find it hard to sustain the higher costs. A thought experiment may help explain why 
that’s the case. Imagine two places, place A and place B. Place A is massive, and contains 100 units of 
natural resources and 50 units of labour. In comparison, place B is significantly smaller, with 10 units 
natural resources and  5 units of labour. Now, assume that both place A and place B has 5 firms in it. 
Since place A has an abundance of resources, the cost of one resource is rather low, and the 5 firms 
could easily obtain enough resources to produce goods at a low cost. However, in place B, since 
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there are scarce resources, only the highest bidder could acquire some resources, and it is unlikely 
that any of the 5 firms would match the quantity of resources from those of place A. They would also 
need to pay a higher price to purchase those raw materials/ hire those workers. Even if there are 10 
firms in place A, it would still have a lower cost of production than the 5 firms in place B. Now, 
substitute place A as the entire Earth, and place B as one specific country, and this explains why the 
cost of production would become significantly higher if a country decides to localise its supply 
chains.  

The number of factors of production (i.e. capital, entrepreneurship, labour, land) available must be 
higher in the world compared to one specific country. If the world is facing the problem of scarcity 
lately, can you imagine what will happen if all the firms in one country are only allowed to bid for 
resources produced in their own domestic country? The price of raw materials will become 
unaffordable to a lot of firms. Also, due to the massive reduction in the quantity of resources, 
smaller firms will not be able to compete against larger firms, and a lot of these smaller firms will go 
bust. This further explains why markets will be dominated by a few oligopolies or even one massive 
monopoly. In addition, due to the high cost of production, there will be fewer start-ups every year 
since almost no new entrepreneur could afford the sky-high production costs. Thus, the localization 
of supply chains is actually a nightmare for firm, especially smaller businesses. 

Finally, the economy will also suffer from a massive downturn. As mentioned in the first paragraph, 
prices will keep rising leading to high inflation. Also, a lack of raw material and labour units available 
(no imports available) will decrease the production of firms, leading to negative economic growth 
and falling GDP. In addition, the loss of new start-ups and the lack of imports/ foreign investment 
will lead to a reduction in the amount of capital and raw materials in the economy, which will result 
in a decrease in the production capacity of the economy. In other words, the economy can produce 
less in the future. All these factors will lead to a fall in the confidence in the economy, leading to 
economic instability in the country.  

One example of a country trying to practice economic isolationism is the US in the 1800s. The US, 
under the presidency of Thomas Jefferson, passed the Embargo Act of 1807 to prohibit American 
ships from trading in foreign ports. Even with the embargo in place, trading wasn’t completely 
eradicated – it did decrease by a significant amount. American exports declined by a staggering 75%, 
while imports dropped by a half. The amount of trade wasn’t the only economic indicator that fell 
significantly, so did America’s GDP. In just one year, the American economy shrunk by around 8% 
(McNamara, 2019)! Meanwhile, smuggling became prevalent and crime rate climbed. One could 
only imagine the devastating economic effects if the trade embargo wasn’t revoked 2 years later. 
Considering that this occurred in the early 1800s, where trading was not as extensive as today, 
economic isolationism will lead to even more devastating economic consequences in the modern 
society. 

In conclusion, protectionism and economic isolationism will fail, bringing harm to both firms and 
consumers, while leading to economic instability. In the next section, I will look at the second 
alternative, a more moderate controlled globalisation.  

 

Alternative 2: Government-Controlled Trade 
Having shown that economic isolationism would not work, we could now look at a more moderate 
idea – a government-controlled globalisation. This is a more popular idea, since trading would still be 
achieved but only with small regional trade deals with allies along with government interventions 
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when necessary. Firms will relocate their supply chains, or their factories to countries with good 
relations with their original country, so there is a less of a threat of supply chains disruptions due to 
political tensions. Supporters of a controlled globalisation think that they can still enjoy economic 
benefits when trading with political allies, such as lower prices for consumers and lower production 
costs for firms, without experiencing the sort of ‘harms’ mentioned.  

However, this model is actually flawed in many ways, and could not replace free trade.  

The first problem regards how to determine who is a valid and beneficial trade partner of the 
country. To understand my argument, we can look at a specific example – the UK. One might 
consider the EU as one of the main political allies of the UK, both being Western liberal democracies. 
However, one must keep in mind that the UK has voted to leave the EU in 2016. Clearly, the UK 
doesn’t value itself of being a member of the EU market, nor do they believe in free trade with the 
EU will yield them enough benefits for them to stay in the EU. My point is not saying that the UK is 
an enemy of the EU, but I am trying to express that even if countries are political allies, it doesn’t 
mean that the government thinks that they are suitable trade partners that can benefit them 
economically. Another example will be the trade wars initiated by the US in 2018. Even though the 
main target of the trade war was China, import restrictions and higher tariffs were imposed on 
Canada, the EU and the UK. This led to retaliation measures such as quotas and tariffs introduced by 
the respective countries (Brown and Kolb, 2022). Why would political allies attack one another and 
impose trade restrictions on one another? One plausible explanation for this is that even the closest 
countries have conflicting self-interests, and there is a lack of trust between them. Thus, even if free 
trade between the two countries will benefit both of them, due to constant suspicion that one might 
take advantage of another, the end result will be the government initiating protectionism and cease 
trading with one another. Thus, if we let government decide whom to trade with, we may eventually 
end with economic isolationism. If we want to ensure free trade between countries, the government 
should not intervene and allow profit-maximising firms, who will accept any mutually beneficial 
trade, to decide their trade partners. That is the best and only way to break this paradox.  

If one doesn’t regard its most trusted political allies as a good trade partner, they certainly will not 
accept trading with developing countries. Statistics has shown that third world countries have 
received less and less investment from western firms and their governments. According to United 
Nations Conference on Trade and Development (2020), foreign direct investment into Africa is set to 
drop by a quarter in 2020, after decreasing by an astounding 35% in 2019. This is detrimental to both 
developing countries and developed countries. First, developing countries will not be able to receive 
enough aid to boost them and turn them into developed countries. Global growth will slowed due to 
lack of investment into these countries. Finally, developed countries will also miss out on potential 
equal trade partners due to the failure of third world countries from reaching their potential. This is 
very concerning, as it is vitally important that developing countries can industrialise and become 
developed nations. However, unfortunately, restricted globalisation will not achieve this. 

The fact that developing countries are receiving less and less foreign investment, and more foreign 
firms are pulling out of Africa, will lead to 2 major problems. It is noteworthy that when foreign firms 
are leaving the country, they will leave behind machinery and other capital goods (e.g. factories). 
There are 2 possibilities on how poorer countries will use these left behind machinery. Firstly, they 
may just leave them behind and treat them as wastage. This is undesirable as these capital could still 
be utilised, but unfortunately, the lack of professionals means that they were left to waste. The 
capital becomes malinvestment, and it fails to fulfill its potential. The other possibility will yield a 
worse outcome. If the developing nations misuse these advanced machinery due to their lack of 
expertise, it could cause catastrophic accidents and lead to unprecedented consequences. A lot of 
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firms may set up industrial factories, which require the careful use of dangerous chemicals. Misusing 
them may lead to a huge number of casualties (e.g. explosions), or long-term environmental 
damage, such as chemical leaks that release toxic pollutants.  

Another distinct problem with a government-controlled trade is concerned with the multinational’s 
consumer bases. If a multinational corporation set up a factory in a certain region, it is likely that the 
locals there will start buying the goods of the company (I will not go into this in detail, you can refer 
to this in the advantages section of globalisation). In other words, the multinational corporation has 
set up a consumer base in these developing nations. As firms are pressurised by the government to 
leave the country, they are also losing this consumer base, since these goods are no longer locally 
produced, and will be charged at a higher price as they become imports (due to transportation costs 
or tariffs). Consumers living near the region will need to change their consumption patterns since 
their original brand of goods no longer exist, or are imported and charged at a higher price. This 
meant that some utility is lost as they cannot consume what they originally regard as the good with 
the best value (with regard to their quality and price). However, the biggest problem lies with the 
firms. One of the biggest benefits of having a foreign consumer base is that you can gather 
information about consumption patterns from different cultures. You can then use this information 
to change the style or the design of the product so that it better suits your consumers. This improves 
the quality of your products, thereby it is beneficial to all consumers as a whole. Larger or bigger 
changes to the products may also lead to the creation of a new product, i.e. innovation. Prohibition 
of foreign investment will lead to a loss of innovation and inventions, which is detrimental not only 
to the countries involved, but to the entire world. Another problem with having western firms 
leaving developing nations is that western companies become less internationally competitive. They 
will lose a substantial number of consumers from these foreign nations, and worse, these foreign 
consumers may turn to Chinese firms. The reliance on Chinese corporations strengthens the sphere 
of influence of China on these developing nations, and enables them to control and exert pressure 
on the decisions of their governments, eroding the freedom and democracy in these developing 
countries.   

Furthermore, it will increase the cost of production of firms, thus raising the prices of goods. Do you 
remember the analogy about place A with larger resources and larger labour market and place B 
with less resources and a smaller labour market? Only allowing trading with a few countries will 
massively decrease the labour pool and the number of resources available. This pushes up the cost 
of production, leading to higher prices. In addition, to the higher cost, firms may miss out on a lot of 
talent. It is undeniable that there are a lot of talented workers who are situated in poorer countries, 
and they lack the opportunities to further develop and fulfill their potential. In fact, they don’t even 
have a platform where they can show their firms their raw talents. Denying firms the chance to set 
up factories and finding talent in those countries is not only detrimental to these firms itself, but it is 
also a loss to the world. The world may miss out on the next Bill Gates or Steve Jobs, since firms 
won’t be able to recruit them and refine their skillsets. 

However, the biggest problem of controlled trade lies with the fact that we are allowing government 
to intervene and control the actions of firms and investors. Firms will lose their freedom to choose 
to set up their supply chains in the most profitable regions, and investors will lose their liberty of 
investing in the best projects in the global financial markets. In a system of free trade, firms set up 
factories where the cost of labour and raw materials are the lowest, while investors will invest in 
projects with the most potential. Once there is government intervention, firms will only have limited 
options, and will have to pay higher wages and higher raw material costs. One should also keep in 
mind that the government doesn’t have as much information as the firm itself, nor is the 
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government as efficient as the market itself. This may lead to bad decision-making, which in turn 
leads to government failure, creating welfare loss to both firms and consumers (which will have to 
pay a higher price) in the society. Investors cannot freely choose which project is the safest or has 
the potential, but can only invest in shares or bonds in selected countries. A lot of firms with 
potential will no longer be able to raise enough capital to fulfill their potential, while ‘zombie firms’ 
(firms that are inefficient and are barely surviving) may be able to secure the funds. This increases 
the instability in the financial markets, which may in turn affect our economy. To sum up, 
government intervening in the decisions of firms and other economic agents distorts the market, 
and the market cannot fully function properly. This is dangerous since the government is more prone 
to mistakes compared to the market, which may lead to disastrous consequences such as large 
recessions due to malinvestment or increasing instability of the financial sector due to distorted and 
misinformed decisions. 

In conclusion, government controlled globalisation could not replace free trade as an option. From 
deciding which is a suitable trade partner to distorted market decisions, allowing the government to 
step in and intervene would be a recipe for disaster.  

 

Responding to Criticisms of Globalisation 
I have just proved that the alternatives to free trade and globalisation would not work, and that 
unrestrictive globalisation and free trade is the best option to all economic agents, no matter if the 
person is a head of state in a well-developed country to a normal household situated in a poor 
country. However, just proving that the alternatives are worse off doesn’t justify globalisation and 
free trade. Thus, in the section below, this report intends to explain why the major criticisms of 
globalisation are not valid accusations. 

One of the biggest fears of globalisation is that multinational companies often exploit the poor in 
developing countries. Critics contribute this to the lack of regulation and protection of workers in 
poor countries, where governments often ignore the wellbeing of their citizens to attract foreign 
investment. This has led to strong accusations of child labour and modern slavery (no pay jobs) in 
poor countries. However, a recent paper by Brookings (2019) proved otherwise. According to their 
research, they concluded that‘ (multinationals) tend to offer workers slightly better wages and 
conditions than domestic firms…there is little to no evidence that (multinationals) have negative 
effects on wages and conditions relative to domestic firms.’ In addition, activism has played a huge 
role of regulating multinationals from exploiting the poor and the vulnerable. If a large multinational 
is found that they had exploited the poor, not only would they be investigated and probed by their 
domestic government and would need to pay large fees of compensation, they would also be 
subjected to boycotts by consumers due to their tarnished brand image. These amounts to huge 
costs to the firms, so it is unlikely that they would take risks and perform acts of human rights abuse. 
The same research paper published by Brookings (2019) found ‘no evidence of MNCs involved in 
slavery in the sense of workers being forced to work for no pay’ and ‘(multinationals) have almost 
universally instituted zero-tolerance policies on employment of children in their affiliates and supply 
chains’. Finally, we have witnessed a trend of poorer countries signing more and more treaties to 
protect their workers from being exploited. By 2022, 186 out of the 193 UN member states have 
joined the International Labour Organisation, which requires nations to endorse basic rights such as 
the prohibition of child labour, forced labour, any form of discrimination, suppression of unions and 
many others.  
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Moreover, even if western multinationals are exploiting human rights in poor countries, the solution 
should not be forcing them to leave poorer countries, but to increase the enforcement of the 
protection of human rights and persuade poorer countries to enact laws to prevent exploitation of 
their labour force. Forcing them to leave the country would only adversely affect the lives of the 
citizens of the developing nation. First, Chinese and other firms from similar autocratic backgrounds 
are more likely to exploit the poor, due to their complete disregard of universal human rights. The 
Economist (2022) interviewed some workers in a mining town in Congo, and found that after a 
majority stake of their mining firm was sold to a Chinese corporation, the workers complained that 
‘the new owners tried to cut his salary and used subcontractors who recruit day labourers and 
eschew safety protocols. He says staff (were) racially abused and Congolese workers (were hit).’ In 
addition, the complete departure of western firms will further increase the reliance on developing 
nations on autocratic countries like China or Russia. This allows China or other similar autocracies to 
gain an upper hand in trade negotiations with those developing nations, leaving to more exploitation 
of their citizens and unfair trade deals. In the worst case scenario, China will use its influence to 
install puppet dictators regimes in those countries, which further exacerbate the hardships of the 
citizens of those developing nations. In fact, if western countries were to ban globalisation, global 
inequality would increase and the lives of the citizens in poorer regions would only worsen. It is 
therefore pivotal that western firms remain and continue to pour in investment in the poorer parts 
in the world, to prevent citizens in developing countries from suffering from dictatorship regimes or 
human rights abuse. 

The other criticism of inequality regards the situation in developed nations. It is often depicted that 
as multinationals moved to other countries, a lot of jobs were transferred to the poorer nations, 
leaving the lower-skilled workers in the rich countries unemployed. This, however, is just one side of 
the story. A lot of new jobs were created due to globalisation in rich countries. These jobs require 
more skill, but offer higher wages than manufacturing jobs. For example, globalisation has increased 
the demand for interpreters and translators, to ensure that communication between firms from 
different countries with different languages. In addition, firms need more market research analysts, 
which can analyse the needs and wants of consumers from different cultures. Finally, the rise of 
modern technology and the need for long range communication has boosted the exigency for IT 
professionals (Friginal-Sanchez, 2018). In order to maintain enough supply for these new jobs, 
developed nations have increased the number of education and training programs to increase the 
skillset of lower-skilled labour. We believe that by increasing and reforming the education and 
training system, we can increase the number of people equipped with the suitable skillset for these 
new jobs, so that they won’t be long term unemployed. Details of our proposed reforms of the 
education and training system will be covered later in the report (solution section). 

Another major criticism of globalisation is that when a country becomes reliant on another country 
in terms of supply chains, they are no longer in full control of their own supplies, and are susceptible 
to supply chain disruptions. They even exaggerated that this is a matter of national security and the 
government should intervene and stop free trade. While being reliant on one supplier may lead to 
supply chain disruptions, it’s rather ironic that the solution offered by the critics, the complete 
localization of supply chains doesn’t equate to eradicating all supply chains disruptions. It is still very 
much possible that you lose all your supplies if your country suffers from a supply shock, such as 
poor weather leading to bad harvest and a decrease in crop yield/ a national strike that stops all 
your production chains. One should keep in mind that if governments don’t want their firms to 
become reliant on the supplies from one country, there are more alternatives than just localising all 
your supply chains. A better and more plausible method is to spread their supply chains across 
multiple countries. If there are supply chains disruptions in one particular country, you can still rely 
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on the supply of other countries. The aim of firms is to make their supply chains more resilient, and 
less susceptible to shocks. Therefore, the correct way of dealing with supply chains shocks is to have 
multiple supply chains situated across the world (more globalisation), so that businesses will not run 
out of supplies due to a political/ natural event occurring in one country. We strongly believe in the 
significance of diversifying supply chains, and this will be followed up later in the solution section in 
the report. 

Last but not least, there are strong accusations that globalisation brings along a lot of negative 
environmental effects, such as increased flights trips and shifting production lines to countries with 
lax pollution regulations. In reality, pollution caused by multinationals and globalisation is decreasing 
in recent years. Carbon emissions generated from multinational foreign investment has fallen from 
22% to 18.7% from the period 2011 to 2016 (Nield, 2020), and one can expect that the trend will 
continue in the near future. While 18.7% is still unacceptable and multinationals must reduce their 
carbon emissions by a considerable amount, one cannot expect that pollution will end in one day, 
and it is going to take time for companies to adapt to greener methods of production. Why has 
pollution levels fallen in recent years? First, as awareness of global warming and environmental 
protection increases, we have witnessed the media publishing more stories of pollution caused by 
multinationals taking advantage of lax regulations in developing countries. This creates a strong 
wave of public pressure, which forces firms to reconsider their policies regarding carbon emissions 
and environmental protection. Similar to human rights abuse, environmental abuse is one of the 
most condemned actions in the West. Multinationals cannot risk being exposed by the media or 
environmental activists that they are abusing the natural environment. Furthermore, some 
companies have used climate protection as a way of marketing. By demonstrating that they are 
adopting measures to protect the environment, they try to appeal to the public and attract 
customers to purchase their goods (even if they are at a higher price to cover the increased cost of 
production). Thus, the combination of public pressure and competition between firms to show that 
they care about the environment incentivise companies to set their own emissions targets and 
strengthen their policies regarding environmental abuse. For example, Google promises to be 
carbon-free by 2030, while IKEA pledges to be ‘climate positive’ by 2030 (BBC, 2022). Amazon and 
Nestle have also set net zero targets in the near future. These examples showed that while one can 
blame multinationals shifting their carbon emissions to poorer countries, their actions in foreign 
countries are still subjected to intense scrutiny by governments and the media. In contrast, domestic 
firms in poorer countries are subjected to less supervision, which means that they release much 
more pollutants than multinationals. If we forcibly removed multinationals from developing nations, 
they will be replaced by an influx of domestic firms. These domestic firms, which are not threatened 
by any western government punishments nor media scrutiny, would lack any self-control, and are 
likely to release more pollutants, exacerbating the problem of climate change. Therefore, if we really 
want to speed up the process of achieving carbon-neutral production in developing nations, we 
should not be attacking globalisation but rather educating households the importance of climate 
change and trying to persuade them to change their consumption habits. We should also encourage 
reporters to dig out scandals of multinationals secretly polluting the environment, pressuring them 
to be responsible for their actions. 

In addition, one should remember that technology plays a huge role in globalisation. We believe in 
the importance of climate science and green innovation in playing a role in making globalisation 
carbon-free. Scientific progress has made green technology cheaper throughout the years and no 
longer an unaffordable commodity to firms, especially to large multinationals. For example, we have 
seen the development of high speed rail, which is a much greener option than short airplane flights. 
Electric vehicles may replace petroleum-powered trucks. These will decrease carbon emissions in the 
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process of transporting of goods. The generation of electricity by wind and solar energy could power 
factories and other manufacturing processes instead of traditional dirty fossil fuels.  We will go 
further on how technology can shape the future of globalisation later in the article. 

 

Modifications of Globalisation in the 21st century 
This report has shown that globalisation and free trade cannot be replaced by localization nor 
controlled-trade. In addition, the criticisms of globalisation are often unjustified and should not act 
as a legitimate basis to overturn globalisation. However, one cannot deny that social issues such as 
climate change, human rights abuse and inequality are not massive problems that need to be tackle. 
Thus, in the final section of this essay, it intends to offer solutions to modify and improve 
globalisation. 

 

Modification 1: Diversifying Supply Chains 
The first solution we proposed is diversifying supply chains. Supply chain diversification is central to 
our model of 21st century globalisation, so that firms can avoid supply chains disruptions. In the 
status quo, a lot of firms only purchase from the cheapest supplier, in view that this is the way that 
will minimise their cost of production. This is a method that saves them money in the short run, but 
it is a very risky move. For example, when the coronavirus outbreak ceased production in China, a lot 
of companies failed to have a network of back-up suppliers and they scrambled to find substitutes 
for their raw materials. Suppliers, knowing that these firms are desperate for supplies, raised the 
prices of the semi-manufactured goods and charged the firms an unreasonably high price. These 
companies, with no backup suppliers, were forced to pay the lofty price, thus increasing their cost of 
production. In other words, it is worth it to pay the additional cost of having multiple suppliers, since 
it will actually minimise the cost of production in the long run. Having learnt from this painful 
experience, despite no government intervention, we believe that firms will be more than willing to 
diversify their supply chains voluntarily.  

So, how can firms diversify their supply chains? There are 4 methods that firms can take to diversify 
their supply chains.  

First, firms can set up production facilities in multiple countries. Firms can set up factories in 
different developing nations, where there are cheaper wages and easier access to raw materials, 
such as ASEAN countries, parts of Africa, or countries in South America. By setting up production 
facilities in multiple areas, not only are multinationals expanding their foreign consumer bases, but 
they are also reaping the benefits of backup supplies. Even if one of the factories in one region have 
to shut down due to political or other reasons, other factories from other regions are still functioning 
and can keep producing goods.  

Having a stable energy supply is crucial for production of goods and services. Without energy, it is 
impossible for a factory to function properly, and no production could occur. Thus, it is just as 
important for a firm or a country to have multiple sources of energy, so that they will not suffer from 
energy disruptions. In the course of history, we have witnessed the effects of the Middle-East oil 
crises of 1973 and 1979 and the Russian–Ukrainian gas crises of 2006, 2009, and 2014. All these led 
to a massive decline in production. These examples illustrate that having only one source of energy 
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is a recipe for disaster. Therefore, we believe that for globalisation to work in the 21st century, firms 
will need to invest in multiple in energy sources.  

In addition, firms are beginning to turn away from single sourcing to sourcing from multiple 
suppliers. Even though it comes with a higher cost in the short run, it ensures supply continuity in 
the long run. In fact, firms are already planning to diversify their suppliers. A survey on senior supply-
chain executives conducted by McKinsey (2021) has reported that 93% of respondents has intended 
to make their supply chains far more flexible, agile and resilient, a significant increase from a year 
ago where the figure was just around 75%.  

Last but not least, we propose the establishment of regional headquarters. Global corporations 
should establish regional headquarters to penetrate emerging markets, which may be too 
geographically distant to be coordinated and managed by local headquarters. In addition, when 
supply disruptions occur in foreign countries, these corporations may not be able to provide first-
hand support immediately. In other words, cross-regional management is no longer an efficient tool 
for strategic management. The inception of regional headquarters by transnational corporations in 
host regions is key to implementing a successful strategy in managing foreign activities. This benefits 
firm considerably in both the short run and the long run, since local headquarters are less familiar 
with the economic situation in a foreign country and may lack necessary information to tackle 
supply-chain disruption. To sum up, regional headquarters are more likely to promote stability and 
continuity.  

 

Modification 2: Technological Advancement and Digitalisation 
Another reform is the further development of new technologies. An era, in which automatisation is 
helping organisations resolve supply chain issues, promotes compliance with changing regulations 
and provides insight to optimize for maximum efficiency, performance, and profit. 

 

Firstly, technological advancements reduce costs of transportation and communication across 
nations. The fast and effective transport of goods around the world has reduced shipping costs 
significantly. Technology also allows buyers and sellers to conduct transactions at any time and from 
any part of the globe, which reduces the barriers of time and place in business dealings. For 
globalisation to flourish in the 21st century, we believe that further implementation of new and 
modern technology is required. Communication has evolved from basic telephone calls in the past to 
online video calls such as Zoom or Skype. We believe that virtual reality will dominate the market of 
communication in the near future, and that multinational companies will further reduce costs by 
implementing this piece of technology. Virtual reality is faster and smoother than online video calls, 
but its biggest advantage is that it allows workers to work from home. This is especially vital for 
multinationals, as businessmen may not need to constantly fly to other countries to participate in 
meetings or inspect their regional businesses. In fact, technology that uses virtual reality like this 
already exists. One example would be the Nth Floor, developed by Microsoft and Accenture. This is a 
tool that enables people to meet, interact and collaborate in virtual offices leveraging virtual reality. 
They have already tested this approach. A worker in Seoul successfully passed on a message to 
another worker situated in America through real-time language translation in a virtual space, as if 
they were in the same room. Another example would be the Metaverse, a virtual-reality space in 
which users can interact with each other in real time through a computer-generated environment. 
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The Metaverse along with other pieces of virtual reality technology will significantly reduce 
communication costs, and is central to the future of globalisation. 

Secondly, technology is key to tackling climate change. To support developing countries, developed 
countries should encourage and subsidise them to use green technologies, as well as encourage 
large transnational companies to adopt climate technologies. In fact, there is already an institution 
responsible for helping developing countries to reduce carbon emissions. Over the past 20 years, 
governments facilitated climate technology development and transfer to developing countries 
through the United Nations Framework Convention on Climate Change (UNFCCC). For example, it 
has supported Namibia with the development of a water harvesting plan and helped Bhutan reduce 
its greenhouse gas emissions from public transport (United Nations Climate Change, 2016). We 
believe that the Climate Technology Centre should go further and help implement renewable 
energies in developed countries such as wind energy, solar power and hydropower, to lose their 
reliance on dirty fossil fuels. In addition to power generation, they should also encourage the 
adoption of AI that enables developing nations to detect illegal activities conducted by transnational 
corporations through instant analysis of planetary data, so that countries can prevent multinationals 
from performing illegal acts such as deforestation (Bentley, 2022). Western governments should also 
encourage or persuade multinationals (but not through means of coercion such as taxation) to adapt 
other types of climate technologies in developing countries such as safer and more efficient electric 
cars, instead of relying on petrol cars, which is infamous for its emittance of greenhouse gases/ the 
construction of solar panels on factories, so they contribute power as well as consuming it. To 
conclude, we just listed a plethora of climate technologies that can help tackle climate change in a 
globalised world, to show that globalisation and environmental protection are not mutually 
exclusive. 

 

Modification 3: Education and Training 

In order to solve the problem of inequality in developed countries, it’s important to provide 
education and training programmes for low-skilled workers in high-income countries. A lot of low-
skilled jobs are transferred from high-income countries to developing countries, creating 
unemployment of less-skilled workers in high-income countries. While some jobs are lost in 
developed nations, a lot of new jobs are also being created. These jobs require higher skill but also 
pay higher wages. We believe that by training the lower-skilled labour through education schemes 
by the government or firms would equip the less-skilled workers with the skills required for the new 
jobs. They can therefore fill up these new jobs, reducing unemployment. It is noteworthy that these 
new jobs offer higher wages, so inequality is reduced at the same time. A plausible model would be 
introducing IT, language or other related classes as a requirement for claimants of unemployment 
benefits. In other words, if you are claiming unemployment benefits, it is compulsory for you to join 
up at least one of these classes. At the end of a certain term, they will be examined on these skills so 
that they can get a certificate or a degree. Who would provide the funding for these classes? 
Businesses can register to apply for funding, and in return they will have access to all the information 
of these ‘students’, such as their exam scores and comments by their tutor. Registered businesses 
would also have a say in deciding the content of the course as well as other examination details. In 
addition, registered businesses would also have the chance to interviewed and employ these trained 
workers first. Thus, registered businesses can lure the best talents to work for their enterprise. This 
model doesn’t require extra spending by the government, but at the same time educate low-skilled 
workers so that they can equip the skills necessary to compete with others. 
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Modification 4: Increase Foreign Direct Investment  

Last but not least, our final modification of 21st century globalisation is to attract foreign direct 
investment (FDI) into developing countries. We believe that economic growth and amount of FDI has 
a positive correlation, and FDI speeds up the process of turning a developing nation into a developed 
one. FDI benefits developing countries by facilitating the transfer of knowledge and skills, when 
locals are working in factories of western multinationals. The improvement of the skills of the 
workforce will, in the long-run, contribute to the transition from a country mainly focusing on 
primary or secondary production to a country with flourishing tertiary or quaternary industries. At 
the same time, former factories employees who gained expertise by learning how to use western 
advanced technology will be able to set up their own factories, becoming more independent and less 
reliant on western firms. Eventually, as the new generation of productive and efficient domestic 
firms make profit and undergo expansion, it can exploit economies of scale and become more 
internally competitive. As a result, the originally developing country will become a developed one. 
This is advantageous to existing developed nations too, as they will be able to increase trading with 
these newly developed countries, and increase growth in their own economies. Thus, the question is 
how can we encourage foreign investment into these countries without coercing firms to invest in 
other countries? First, we should lower tariffs or even abolish them, to incentivise multinationals to 
build more factories abroad. Without the barrier of tariffs, it is likely that multinationals will set up 
factories in developing countries due to lower raw material and labour costs. Another method is to 
improve  infrastructure in western democracies, by building more airports or shipping ports, to 
reduce transportation costs of multinationals, and subsequently encouraging FDI into developing 
countries. Finally, the government can introduce corporate tax allowance for firms which have 
production facilities abroad, to encourage them to set up factories in poorer regions. By 
deregulating and allowing the free market to function, governments can encourage FDI flows into 
poorer countries with non-coercive measures.  

 

Conclusion: 
In conclusion, this report explains the benefits that a globalised world has brought us, and that we 
should not revert back to self-sufficiency. It then shows that the alternatives to globalisation and 
free trade would not work in a modern society, and implementing these alternatives would only lead 
to disastrous results. However, we do recognise the limitations of the current model of globalisation 
and trade, and therefore, we propose multiple market-based solution to address these issues. This 
report concludes by reaffirming that globalisation and free trade must continue in the 21st century, 
to ensure sustainable global growth and to forge a better world.  
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