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Outline the features of globalisation, and analyse the impact of globalisation on the standard of 

living in the global economy. 

Globalisation is the integration between different countries and economics and the increased impact 

of international influence on all aspects of life and economic activity. Changes in an individual 

economy or country can have global implications. The aggregate value of all goods and services that 

are produced worldwide each year in the global economy is known as the gross world product. The 

main features of globalisation are the international trade in goods and services, financial flows, 

investment and transnational corporations, technology, transport and communication along with 

the international division of labour and migration. Although globalisation has led to increased 

economic growth, its benefits have not been equally shared between all countries. There are still 

large differences between developing, emerging and advanced economics in the world. Economics 

development is a broad measurement of welfare in a nation that includes indicators of health, 

education and environmental quality as well as material living standards. The unequal distribution of 

wealth and income in the world affects the overall standard of living. 

International trade in goods and services is an important indicator of globalisation as it is a 

measurement of the total amount of goods and services that are produced in an economy. 

Globalisation has also encouraged countries to produce to their comparative advantages as they 

face increased international competition. As a result of trade between countries, disputes can arise 

and thus requires mediation and arbitration by the World Trade Organisation. The World Trade 

Organisation is an organisation of 153 member countries that implements and advances global trade 

agreements and resolves trade disputes between nations. Globalisation has also affected the 

composition and direction of trade with countries specialising and new markets been available to be 

accessed. As a result of the global economy and trade, the Chinese economy is playing a growing 

role in sustaining world economic growth. 

Finance being essential to the operation of modern economies has been enhanced by globalisation. 

Deregulation was gradually introduced from the 1970s and 1980s allowed more flows of currency, 

foreign capital, and investments. The FOREX market is an important component of the international 

financial market with the exchange of global currencies. The rise of international convergence for 

the financial markets has also given way to increased speculators and investors who buy or sell 

financial assets with the aim of making profits from short term price movements. Such behaviour 

has often been associated with the creation of excess global financial volatility in the financial 

market. As a result of speculative and other unstable financial decisions, several international 

financial crises have developed resulting in the International Monetary Fund forced to take action to 

ensure the stability of exchange rates and the global financial systems. 

Foreign direct investment is the movement of funds between economics for the purpose of 

establishing a new company or acquiring a substaintial portion of an existing company. Foreign 

direct investment is a long term investment made possible by increased globalisation in the recent 

decades. Transnational corporations are global companies that domain global product and factor 

markets. These companies have production facilities in at least two or more countries and have a 

number of owners from various countries. The expansion of foreign direct investment and access to 

markets for transnational corporations are an indicator of globalisation. However foreign direct 

investment flows have often tended to favour developed and advanced economies as they have the 
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greater ability to invest. Transnational corporations have had the benefit of allowing the inflow of 

various skills and technology into countries. Such has allowed for increased employment and the 

acquirement of new capital thus improving living standards. 

Technology has been an important part of globalisation. Transportation and communications 

technology have increased in quality and quantity thus allowing for greater economic and global 

convergence. Technology can be described as the ultimate driver of globalisation as it reduces 

geographical barriers, assists in the almost instantaneous transfer of financial funds and allows for 

real time messaging. The internet has paved the way for distance education and international 

teleconferencing which has provided new opportunities for countries to do business with each 

other. Living standards have overall improved as a result of technology through research and 

investment into increased health care and environmental protection strategies such as the 

monitoring of marine waste using computers. 

The international division of labour and migration has been enhanced as a result of globalisation. 

Globalisation has allowed for increased international employment opportunities. This can be 

described as a brain drain for some countries and a brain gain for others. However the movement of 

labour between economies appears to be concentrated at the top and bottom ends of the labour 

market. The international division of labour is how the tasks in the production process are allocated 

to different people in different countries around the world. The increased employment 

opportunities can be a starting point in reducing the disparity between the rich and poor thus 

gradually improving living standards overall. 

Globalisation has also highlighted the differences in economic development between countries. The 

Human Development Index is a measure of economic development as identified by the UN taking 

into account life expectancy, levels of educational attainment and material living standards 

measured by GNI per capita. The impact of globalisation is unevenly spread between countries 

although most will benefit from increased economic growth to a certain degree. The degree to 

which globalisation is positively felt by countries is a cause of inequality in the global economy. 

Developing countries are often left out as they do not possess the wealth essential to fast tracking 

economic growth and development. This would cause a lag in living standards as the disparity 

between low to high end economies grow along with being caught a cycle of low development. 

Globalisation has sought to improve on many areas of the global community. In regards to living 

standards, the impact of globalisation is that it has given many new opportunities for economic 

growth and development. The shifts in the direction and composition of trade has allowed for more 

economies to participate in the world market and for countries to specialise. A specialised economy 

is a starting point in raising economic growth and development levels as it is efficient. Global 

financial, technological and labour flows also benefit economic development as it allows for the 

importation of new skills and capital that can be used to improve living standards. Overall the 

world’s living standards have slowly been increasing as a result of globalisation and other 

international convergence initiatives such as the World Trade Organisation during the past decades. 


