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Global Capitalism and Sustainable Growth.
From Global Productsto Network Globalisation
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Abstract

From the beginning of 2010s and up to these yearsfourth phase of
globalisation produced a structural change in netkkgocompetition. Over the last
years, a neo-liberal spiral in the search for miainproduction and marketing
costs increasingly marked firms. As a result, conigm are nowadays exposed to
socio-environmental forces on a vast scale, fading new drivers of global
capitalism that specifically regard Health; Energlpod; Communication. This
calls for a modern code of corporate social resploitisy that clearly demonstrates
the company’s global corporate responsibility inettoverall framework of
sustainable growth.
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1. Global Corporationsand Mar ket-Space Competition

Globalisation has been driven by multinationalspiteh and technology
(Brondoni 2009). Globalisation is essentially theographic extension of
competitive markets, a process dependent on thevanof state barriers, and the
overcoming of distance through technology (Sigundst®90). As a result,
traditional rules of oligopolies have totally chadg the links between firms have
become strategic on a very large scale (Chen, @0&1; Delapierre, Mytelka
1998), and industrial rivalry tends to occur amahgbal networks comprising a
multiplicity of firms linked up with different knolgdge bases, particularly focused
on management of innovation and creative imitaf@nondoni 2013a).

Corporate globalisation refers to the increasednelogical, economic and
cultural interconnectedness between global orgaarsa In a global corporate
interconnection, there is an exchange of labowe®rR&D, knowledge, products
and services. This trend has accelerated sincéaB@s, as technological advances
(the Internet and the telecommunication infrastritet) have facilitated travelling,
communicating and doing business.
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0 ‘Globalisation is related to scale economies. Frare trying to tap
market opportunities in huge markets such as CHimdia and Russia.
In a more interconnected world, firms not only frodeveloped
countries but also from third world countries hgeeed international
competition’ (Culpan 2002).

In the first phase of the globalisation, firms atajptheir competitive policies to
operate in open markets, with diminishing physieaministrative and political
boundaries, in a global system, linked by spreadihgital information &
communication technologies. Open markets replaeedraditional closed markets
that were typical of 20 century industrial systems, introducing new depeient
models, relations between firms and institutions] anarket relations (Brondoni
2010 a).

With the globalisation of markets numerous borderd barriers disappear, the
intangible becomes more important than the tangibiee becomes a critical
aspect of competition, and mobility (of capital®ople, goods, knowledge and
ideas) emerges as a vital condition of the orgéinisa existence (Brondoni 2002;
Brondoni, Lambin 2000). The extension of the contipet space generates
complex relations that the global firm is obligediduild up and manage. It is no
longer a question of managing relations with the rketa (in its
commercial/commodity sense), but rather of legitiora(economic, competitive,
financial, corporate, etc.) and of the control eissd by parties legitimated by
precise, recognisable interests in the corporgt@mrecchi 2006).

Globalisation has radically modified the traditibbasic principles of industrial
output, constituted by: the static localisation mfnufacturing facilities; the
presence of workers on the manufacturing site;kstaf raw and semi-finished
materials and finished goods stored close to thaufaaturing facilities and
consumer markets; ‘long’ organisational structusgs a rigid, planned and often
fragmented division of roles (Brondoni 2008). Olobgl markets, businesses
pursue growth objectives according to logics of rke#tspace competition’, i.e.
with competitive boundaries in which space is ngiv@n a known, stable element
of the decision-making process, but rathezoanpetitive factqgrwhose profile is
established and modified as an effect of the astieactions of global firms and
governments.

Corporate policies based on an ‘enlarged’ competitspace (market-space
management) postulate the end of the direct anxirity controls that imply the
‘physicality’ of activities, in favour of corporaths characterised by the
predominance of intangible assets, competitive t@ibdlgy and managerial
flexibility.

Flexible forms of organisation presuppose corposteactures in which the
crucial importance of intangible assets is expmkdsethe space of relationships,
action/reaction times and relationships of comjgetiand collaboration (Brondoni
2010b).

The globalisation of the world economy has madeliticmal multinational
organisations (multi-domestic businesses) obsolEtey have been replaced by
global organisations (network organisations) thatteansnational and therefore in
a position to tackle the economic interdependentdamget markets (global
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markets), because domestic markets are no longarate spaces but must be
managed as vast aggregate target markets.

o The reference to 'global market' tends to covercib@plex issue of
modern conduct of corporate competition. In thispect, we should
remember some positions that precisely mark theugwo over time of
the competitive conduct of large companies in tast vnternational
markets. Perlmutter, writing in the late '60s, mntains that the
company philosophy determines the strategic lineadfon versus
international markets (Perlmutter 1969). Later,rf@o introduces an
important difference, distinguishing between mdéimestic and global
sectors. In the first, competitive relations areglly independent
(country-by-country competition), while in globahdustries the
competitive position of a company is significantifluenced by the
overall competitive structure (commercial aircrafiefence aircraft;
semiconductors; TV apparatus and equipment; carachimery for
construction and earthmoving) (Porter 1986). Figalvith respect to
local/global skills and local/global strategic gaidce, Bartlett and
Ghoshal present four different types of strategadership towards
foreign markets: international (whereby results i@eled outside the
country contribute to domestic performance); maitional (products
and processes for specific local markets, with tguby-country
competitive behaviour); global (with primacy focdsen production
and economies of scale; and transnational (with #dvantage of
economies with a range of size and specificity)rti{B#, Ghoshal
1992).

In global network organisation, the importance obrporate network value’
emerges, and intangible corporate assets (corpadatdity, corporate culture,
corporate information system) acquire huge impagai policy of controlling the
competition becomes a priority, with the focus onsts oriented to competition
control’ (Brondoni 2006).

The global firm is nowadays confronted by the ttseand opportunities of
multiple potential locations of the value chain iates across the globe.
Identifying the best locations for the differenttigities, the best partners to
conduct these operations — when they are not daoue internally through FDIs —
and managing value systems, which are disperseiifferent countries, have all
become core strategic decisions and activities, wanch the competitive
positioning of the firm is built (Zucchella 2007).

The value proposition of the firm to its markemnist merely the result of ‘value
extraction’ across the world, by exploiting locakources and capabilities, but for
a growing number of firms is a blend of value amadues proposition, based on
socially responsive behaviour (Gnecchi 2009).

In today’'s highly competitive global markets, firngempete in conditions of
extreme economic, technological and socio-politinatability. No firm can afford
to rely purely on its own resources, knowledge skitls, as they did in the past.
Firm development has therefore abandoned manufiagtperformed in the large
capitalist factories of the ‘50s and ‘60s, whicharanteed stability and security as
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well as equal treatment for efficient and ineffidievorkers, based on the average
output of each professional category. It was a Emmpechanism that was
consistent with a manufacturing model of “linearogth, which had emerged
from the typically European competitive contexinadintaining firms’ hierarchical
positions [eader-followej on the various markets (Brondoni 2010a).

Since the early ‘80s, the global economy has r#lgiceahanged firms,
manufacturing system and products.

In open markets, not protected by geographical ahdinistrative boundaries,
firms adopt very flexible management behaviourwiing on intangible resources,
designed to exploit global economies of scale inetworking logic. In open
markets, the competitive approach to the marketrKetalriven management)
assumes a basic importance, because the firm maeages strongly profit-
focused locally and globally, and not turned inwartb the organisation (as it is
the case in closed, uncompetitive markets) butaatipd) the opportunities offered
by open markets, i.e. variable demand and thehitsyagenerated by competition.
Market-space competition also emphasises globalauaes of scale, whose value
does not depend on the level of exploitation ofmaetary manufacturing factors
but on the ‘intensity of sharing’ of specific resoes in a networking system, i.e.
on the sophistication of collaborative relationshietween internal, external and
co-makership structures (Brondoni 2010a).

In this sensgone of the most important changasndustral organisation
is the transition from multinational corporation81NCs) to global
networks. Multinationakcorporations were characterized by the focus on
stand-alone overseas investimplans. Global networks, on the other side,
are charaterized ly the focus oncoordinaing and integring their
geogaphicaly dispersed supp] knowledge and cieme bases into global
nework bushess activities (Canegrati 2012; Emm&im 2001)

The tansfamation from MNCs to ¢pbal networks moves towards
vertical specialization and highly diversified patie d collabaation across
inter-firm and inta-firm transactions coordinated by global corporation
(Luethje 20Q). Global networks significantly reduced the importarafe
‘context specific skills’. The worldwide platfornf the Internet pushes the
knowledge into a standardized format with minimakts, and it can be
readily transferred across country borders andsfifior which the business
collaboration can take place between modules caedewith each other
with standardized interfac€Brondoni 2013b).

Thanks largely to globalization, contemporary stcie more capitalist than ever.
Indeed, the world economy of the 2010s-2020s g#yenzanifests the greater
competition and volatility that one would expecorfr an intensification of
capitalism (Lambin 2011).

2. 1980-2015. From Global Productsto Network Globalisation

In the second half of the twentieth century, thegydat worldwide corporations
made an extraordinary socio-economic and technodbgievelopment and an
international growth took place with positive et'eon standards of living never
achieved before in human history.
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The evaluation of these globalization processeddctiws be only positive.
However, this global development had not made withamontextual limits and
negative consequences. The abolishment of bordess accompanied by the
reduction of barriers, which undoubtedly means mfsedom but also less
protection for consumers, citizens and people. &lséation then appeared with all
its benefits, but also its imbalances (Tassina®x}0

Since the fall of the Berlin Wall and the end o# tBold War when the world was
divided into political blocs needs have become nigmented and attitudes have
become more multi-faceted and complex. Moreovesteths no recognized world
authority capable of projecting a specific worldi@r with the necessary authority
(Caselli 2002). Since Seattle, the horizontal amdical contradictions that traverse
international relations have been in the globaklight. It is evident that in addition
to the traditional contradictions between north andth, there are deep fractures
between northern countries (USA versus Europejnistiance), between southern
countries, between governments and so on (Ca$€18)2

Globalisation is not something mechanical but ithis result of firms’ plans and
actions referred to tasks and threats of stakeloldeo-makers, partners,
competitors, rivals, customers, governments, utsbihs, etc.). The big
corporations pushed the globalization and raisexl dBvelopment of the real
economy (more goods and services were availabla farger number of people
than ever before).

In a popular meaning, globalisation is often useghosymously with
liberalisation’ and it refers to the large-scgbeming of borders that Nation-States
remove countless regulatory barriers to internafiotrade, travel, financial
transfers and communications. In this sense, thieadjsation would be based on a
causal relation from Nations to firms, focused oocpsses of surplus accumulation
through the pursuit of (a) lower costs of labowxxation, and regulation; (b)
incentives to attract foreign firms’ localisatioand (c) new opportunities for
accumulation through intangibles and mass prodastiin other words, Nation-
States could aim to global economic tasks focusmgome specific national key-
factors (as high-tech R&D; imitation capabilitiefc.). This macroeconomic view
is sustained by some tangible manifestations dbajisation from the second half
of the nineteenth century, for example in the fafmtransworld telegraphy or a few
other ‘global’ products like Remington typewriteimnd so forth. However, the
scale of these ‘transborder relations’ (as opposedglobal, ‘cross-border
activities’) were absolutely small. The great irgiéication of global relations (in
terms of the transcendence of cross-borders) Hafded since the 1980s.

In a firm-centred meaning, instead, globalisatiefers to the global vision and
mission of large corporations. In this case, thabglisation defines a fundamental
transformation of firms’ structure and the causdhtion moves from the firms to
Nations. Therefore, in terms of causation, gloladis capitalizes on dynamics of
surplus accumulation by virtue of: the managemémntreovation and imitation; the
opportunities and the threats of market-space cttigge the production and
responsibility costs (Brondoni 2012).

From a corporate point of view, globalisation canhe indeed examined as a
bulk process, but it requests a deeper analysisgresing the key-elements of each
period linked to the evolution of global competitio

Edited by: ISTEI “University of Milan-Bicocca ISSN: 1593-0319

14



© SYMPHONYA Emerging Issues in Management, n. 1,420
symphonya.unimib.it

In this sense, it is possible to identify some img@ot differences in the following
periods:
1. Product globalisation (1980-1990);
2. Firm globalisation (1990-2000);
3. Financial globalisation (2000-2010);
4. Network globalisation (2010-2020).

2.1 Product Globalisation (1980-1990)

Since the ‘80s, at the beginning of globalisationcpsses, large corporations
introduced a remarkable transformation of corpoggieernance, R&D activities,
production operations, marketing policies. In thexiod American and European
firms massively utilised merger and acquisitionslglewith the specific aims of
creating large global firms that were capable alvising competition from the
largest rivals or using the enlarged corporatioexpand international operations.
The deals have been especially prevalent in sedabrthe heart of product
globalisation such as brand-name consumer artitdesism, banking, insurance,
informatics, telecommunications and electronic mas=sdia, but even aircraft
production. Indeed, many fusions have failed irmtef subsequent share price
performance, earnings growth, turnover of top ekees, new product
development, etc. (Salvioni 2012).

In this first phase of global competition, the amgtion’s policies were focused
on product globalisation, playing on over-suppliedrkets to obtain a worldwide
primacy for their offers. To reach this objectifiems changed the organisation
from multinational enterprises to global networlkused on specific financial
tasks to satisfy a haghareholder view

o ‘Shareholders demand for value creation is closedlated to
growth. Employees seek career advancement, finanevweards, job
security, and job satisfaction. Then there is athfeam competitors,
particularly in industries such as banking, pharreatcals,
automotive, defence, airlines, and personal compuvehich are
undergoing consolidation. Here growth is essentfaeconomies of
scale in technology development, operations, cayaatilization,
marketing, distribution and network externalitieeedo be captured.
Those companies which fail to expand as fast agettars will lose
competitive advantage and enter a downward sp{k&dirnani 1999).

Firms operating in the global context produce thgioducts in step with
networking, outsourcing and time-based competitamgic. In such revolutionary
context of a ‘market-space competition’ (basica#jated to R&D, operations and
sales) unlike in the past, the capabilities, resesj competences and services
readily outsourceable from global companies netwloekome easily usable in
space and in time in an extremely efficient anddapanner (time value). The
‘core activity’ of R&D internal structures is gemdly focused on both: project
consulting and first level research, subordinata tmmplex transformation model.
In other terms, global economies of scale are aimtedompetitive advantages
generation (in reference to product and to opargjifully supported by the R&D
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activities (Kleindorfer 1985). The cost of hight@ology development is such that
only a global market can provide a scale of rettonmake such operations
commercially viable. Therefore, global sales craa@vork’s economies of scale
and associated possibilities for enhanced profitgbi

2.2 Firm Globalisation (1990-2000)

In the '90s and 2000s the firms ‘competitive laragse changed in front of some
specific phenomena characterizing a second gl@tmisphase, no longer referable
only to markets but also to global firms networKolel firms learned to act and
decide rapidly, as also became conscious abouwtdhsequences at the worldwide
level (Nelson 2007; Grossman, Helpman 1991; LogeridPitt 1990). Moreover,
the top management decisions cannot disregard dheetitive force of global
system nor of the financial markets. In fact, i thecond globalisation phase,
characterized by a growing competition between glotetworks, which operated
according to a market-driven management, the keheocorporation success lies
on the firm’s analytical skills at the global levad also in its rapid decision-making
processes (Brondoni 2009).

Firms based on market-driven management were pedvidith ‘superior
competitive abilities’, and their R&D centres weme longer centralized in the
headquarters, but localized according to a netwodmpetitive advantage
optimization with the following tasks: identificati of revenue-generating projects
related to the outsourcing network; R&D local cotepees; acquisition of data
deriving from competitive intelligence; and diffosi of a project development
knowledge.

The firm globalisation period was mainly focused aorporate profit. For this
task management dedicated specific attention onsmleeto the corporate finance
(with transfer-price, for example, firms maniputattheir balance sheets so that
profits were largely 'relocated' to organisatiorfstiee network with different
balance sheet results or situated in countriesookel taxation). Moreover, on
another side headquarters pointed out the glolmyation opportunities through
the so-called 'global sourcing' (i.e. firms drawe timaterials, components,
equipment and services from anywhere in the woildus with global networks it
became possible to reduce the production costscapbduce a product anywhere,
using resources from anywhere, by a company locamegvhere, to be sold
anywhere (Naisbitt 1994).

o Nike during a recent five-year period closed 20tdaes and
opened 35 others at new sites, many of them thdasainmiles away
(Abegglen 1994).

o Levi Strauss buys denim in North Carolina, shipgo France
where it is sewn into jeans, launders these jeand3eélgium, and
markets them in Germany using TV commercials dpedlcn England
(Hass 1993).

The firm globalisation phase was also charactergethe increasing importance
recognised to corporate governance, the shift frhra dominance of the
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shareholder view to the prevalence of the stakemoltew, and the necessity to
recover approval on companies’ actions have stileske role of corporate
communication. In particular, periodical, clear aodmplete disclosure about
corporate governance structures and forms of asati@n became critical in the
new situatiorn(Salvioni, Bosetti 2006).

In these years, there was a growing demand of Isocesponsible firms and
products (demand-pull motivations), and some leadiorporations pursued this
behaviour as an ethical conduct of business (osgéion-push motivations)
(Gereffi et al. 2005). In this international publapinion consciousness, also
environmental forces had a relevant impact, sucthagressure of independent
mass media, political movements, NGOs, regulatietts,(Zucchella 2007).

The stakeholder view imposed a corporate governanoemunication ‘timely’
and ‘transparent’, emphasising the corporate ethfitise new values of citizenship
of the global corporation, in a context of integrat

o ‘Industry and a competitive environment are amdhg factors
that, in general, are presumed to Iinfluence corpera
governance...Governance systems may vary signifycainétween
knowledge-intensive firms and capital-intensivenfir In stakeholders-
sensitive industries, there may be particular engghan transparency
and accountability. Boards in such industries witipre than boards in
other industries, be related to various stakehaddeoncerns such as
corporate social responsibility. This is the cafie, example, in highly
polluting industries, the energy sector, the healtdre sector, etc.’
(Huse et al. 2005).

In the economics of global corporations’ markettiehs, the perspective of the
stakeholders’ ‘public’ interests tended thus totiinsalues in a corporate
governance communication policy based on stand#rdguity in information, i.e.
information disclosed symmetrically to the varioogernal, co-maker and external
interlocutors (Brondoni 2006). What is more, thaksholder view presupposes
‘correct’ corporate governance communications @esigned to present a given
corporate event with an uncritical sentiment, withtiorcing’ its interpretation in
line with precise, and often not immediately conmemesible, corporate interests)
and ‘comprehensive’ (i.e. interpreting company éseexamined from various
viewpoints, in order to prevent possible specutaiad controversy) (Carrol 1993;
Evans, Freeman 1993).

2.3 Financial Globalisation (2000-2010)

Since the early 2000s and up to 2010s, global mé&svavere living a third
globalisation period. US and some other NationeStasustained a high
development of the financial economy, the so caligaper economy’. This
unbalance between financial and real developmeargethmany crises in the last 15
years that have had a global impact; the last caethe subprime mortgage crisis.
The booming and the subsequent crisis of finantiatkets have a sudden and
direct impact on growth, stagnation, recessionhef real economy that means of
real goods and services produced and consumed dBaovg2007). These global
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crises changed also the accumulation rules of ¢mhmichness, increasing the
power of financial institutions on real economy ices. There are no longer
national and regional capitals. To this extent Kddrx, already in the 1850s,
wrote: ‘capital by its nature drives beyond every spakatrier to conquer the
whole earth for its market' (Marx 1850).

Capitalists globally oriented achieved hegemonyr sxational and international
capital investments in the 1980s and 1990s in wmsttries of the world.

Contemporary finance consists indeed of globalvdigs. Many credits with
shorter maturities (e.g. medium-term notes, comrmakerpaper, repurchase
agreements, etc.) have since the mid-1980s alsm talkglobal form. Transactions
on the major securities and derivatives markets nwinly occur via telephone,
computer terminal and the major financial actiwtage conducted in the world as a
single place, and none of all can be linked to @matry.

The financial globalisation of markets, as well ascontinuous dimensional
growth of the corporations, has thoroughly compédathe managerial model. In
fact, in front of such a change, it became necgdsarthe firms not only to face
increasing competitive dynamics but also to marthgelimits deriving from the
global economies of scale, recessive markets (@niyncase with modest growth
rates) and the over-supply condition (that was woena competitive advantage).

Profit and performance objectives, always more gorigstic in respect to the
global financial market systems, pushed firms teatitheir marketing costs and
R&D expenses towards strategiesopen innovationable to detect, collect and
interpret both, strong and weak signals of a glto@iness development in order to
anticipate the tendencies among the consumers s@s the rivals’ initiatives
(Brondoni 2012).

The financial globalisation phase stressed also d¢beporate governance
communication of global network organisations manel more oriented to limit
the interfaces with employees, co-makers and pataed to pursue the opacity of
corporate policies.

The contrasting motivations of transparency andcitypathat underpin the
corporate governance communication of global ndéwoorporations, blends
perfectly in the opposing visions of the so-caligdkeholder view (the multiform
and very differentiated perspective expressed byvtrious stakeholders) and the
‘closed’ corporate view (i.e. the corporation’s parate and unitary perspective).
The stakeholder perspective strives for corporateeignance communication based
on standards of equity, fairness, comprehensivetiessliness and transparency of
the flows disseminated to the various interlocytersether internal, co-makers or
external. The corporate perspective, on the otlaed hpresupposes information
flows based on asymmetrical information, which eages the openness of the
company system graduated to reflect the differeftligs in the various markets.
This openness is directly linked to the interesghlighted by individual groups of
interlocutors; the specific nature of informatiae, interpreted to pursue definite and
contingent corporate interests and disseminatedugir the most appropriate
channels; the partiality of information, in otheonds a deliberately limited ‘view’ of
facts and events, to highlight their positive pestily for the organisation (Salvioni
2010).

The corporate perspective tends to reward a topagwral function that
presupposes asymmetrical information, envisagimgadpenness of the corporate
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system graduated to the different publics on theoua markets. The corporate
view tends therefore to disclose ‘specific’ infotoa (with an ‘interpretation’
designed to pursue definite and contingent corpdrderests and disseminated by
the most suitable channels) and ‘partial (with hbeéeately limited ‘view’ of facts
and events, to emphasise the positive aspectsh&rotganisation) (Brondoni
2006). Therefore, corporate governance communitatdten tends to be
distinguished by ‘news timing control’ (i.e. disslare of information to the various
publics and stakeholders that is partial, stroragigitrolled in its contents, timing
and method of dissemination) and ‘information opacii.e. a generalised
tendency to ‘remain one step behind’ compared & itifiormation expectations
expressed by stakeholders). In the so called fiahgtobalisation period, in front
of the economic scandals (Enron 2001; Freddie M#22Parmalat 2003; Royal
Bank of Scotland 2008; JP Morgan 2008; HBOS 20Gfhnhan Brothers 2008;
Goldman Sachs 2008; Barclays Bank 2012), the vabfesorporate finance
transparency identified an essential requirementtHe continuous adjustment of
the convergence between the management and theratefinancial information.
In the financial globalisation years, thus the udtof transparency represented for
the largest corporations an ethical principle atmtation for all those who are
required to legitimise the content of economic camioation (e.g. governance
organisms, key-clients, suppliers, partners, coarsgkauditors, etc.) (Salvioni
2002).

2.4 Network Globalisation (2010-2020)

From the beginning of 2010s and up to these yadm®jrth phase of globalisation
produced a structural change in network competitidme primacy of knowledge
management, the worldwide localization of produttend the new policies of
innovation and imitation have been modified in oppoities for merger and
acquisitions, global competitive alliances and tj@i@ntures (Brondoni 2012a). As a
result of strategic alliances, mergers and acdoist globalising capitalism has
brought increased concentration of ownership andiepoto many areas of
production. For example, in several industries dnsi have involved a 'mega-
merger' of corporate giants that has radicallydiammed the competitive balance
in these sectors.

In brief, the main factors affecting corporate cetipreness in global networks
can be attributable to:

- corporate tasks of profit and growth. Over-supplmedrkets led many large
corporations to develop expansion plans, in linthwhe vision of a global
company;

- development of hybrid sectors by the convergendeatinologies;

- reorganisation of distinctive competitive competentthe search for broader
boundaries of scale economies (market-space marmrgggm

- continuous changes to the competitive base. A cttiveeedge does not
remain for long if the firm does not develop innbea and imitation plans
with continued product progress and the relentlesarch for 'unfilled’
demand (Brondoni 2003).
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3. Global Network Managerial Economics and Global Capitalism

The global network managerial economics typicalkpleits the following
characteristics:

a. Business network organisatiolhe global corporate policy of sharing
resources normally takes place among the varioganarations that compose a
business network. In this structure, the global aganial economics develops
complex relations and extends its activity intcangible areas (corporate culture,
corporate information system and corporate iden{@prniani 2010).

b. Global collaborative networks he sharing of resources by global businesses
may involve other organizations via agreements jamd ventures in addition to
the various parties belonging to the same netwdtke global context of
competition has brought about profound innovatiamsthe role of strategic
alliances between companies and the developmentoldborative networks
between business groups. In order to compete dobalgscale, large corporations
promote various means of cooperative competitiospeeially with selected
competitors for fighting common rivals. This may Wa equity alliances or non-
equity alliances. (Brondoni 2003).

c. Network relations and the role of the stat€be global managerial economics
reveals new problems to manage specific nationalefoand resources. As open
markets take hold, national governments tend te mne of their prerogatives, to
the extent that their transnational authority weaské\ market economy demands a
strong state that sets and enforces the ruleseafdimpetitive game, but globalisation
also undermines the role of national governmenss.aAresult, global capitalism
favours the development stipranational institutiongas World Trade Organisation,
World Bank, International Monetary Fund, etc.), @hican issue consistent
directives that orient the decisional sphere oionat governments, particularly with
regard to environmental, food, healthcare and conication (i.e. the today’s basic
drivers of global capitalism) (Brondoni 2006).

Global capitalism thus determines profound changesconomic and social
bonds, and the progressive transformation of thewseds from territorial to
functional. Indeed, in the most evolved realit®sgial and economic relationships
are related to an array of functions (knowledgdormation, cultural climate,
ability to adapt to diversity, action and reacttones, mobility) that go beyond the
bounds of fixed physical space (geographical aredion, ethnic settlement,
administrative precinct, etc.) based on the pregenv of well defined, exclusive
local rights and duties .

The global capitalism, in effect, radically modgiéhe traditional basic principles
of industrial production: the coordinated interantiof workers, technology and
materials, with a high level of standardizatiorthie time-space sequence, where the
direct control and proximity limits characterizeygital aspects of the business
(immutability of the goods produced, a finite nwmnbof suppliers, fixed
manufacturing plant locations, etc.) (Brondoni 2002

The global capitalism introduced indeed a new dsi@n of worldwide
competition based on collaborative networks throsigategic alliances in the form
of equity alliances or non-equity alliances. Intfan situations of over-supplied
and high competitive markets, the setting up oédirof cooperation represents
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typical strategic behavior by companies with a logxgn view and global market
vision (Lambin 2014).

Corporate development based on ‘enlarged’ competiipace (market-space
management) tends to generate mega-organizatiotiis wery strong ‘top tier
management power’. Thus, nowadays, firms operatderugonditions of high
competitive tension in a context subject to pdliticsocial and technological
instability. No company can, therefore, rely, asthe past, solely on its own
resources, knowledge and skills, since corporateldpment is created with the
help of different 'carriers’ (shareholders, mangge&mployees, customers and
competitors).

In effect, by the end of the last century, glotegbitalism entered in a deep crisis
that began in Mexico in 1995 and then intensifiethwhe Asian financial crisis of
1997-98 and the world recession of 2001 (Robinsfi5?

The economic and financial crisis has motivated ynaspinion-leaders
announcing the end of the capitalistic system.dct,fthe capitalist system was
retained responsible for the financial and socioremic chaos, for the society’s
materialism and consumerism as well as for therenments destruction. In a
global economy system, it is indeed impossibleldtanalon the capitalistic system
as if it was a political party or simply a sportilel Indeed, the market economy is
retained essential for a natural capitalism devalemt (Lambin 2009a).

In fact, such considerations regarding the captialisystem abandonment are
highly nebulous. The abandonment of the capitalisould entail in fact the
suppression of the ownership of means of produciiod the collectivization of
profits. The Governments, however, really coundteoh the innovation and on the
enterprises to revitalize the economy. In otherdspit is an “auto-destructive”
way of thinking, surely doomed to failure in a ghbleconomy context, especially
in Europe — expressly contrary to a similar solufjpambin 2009a).

Nowadays, all the markets are global, even thosesiem mostly rooted in their
national traditions; nevertheless, in global maskébes not exist any right that
would regulate the economy. Consequently, witholaba rules, the global
capitalism produces positive and negative consempsens social disparities and
economic differences (Scholte 1997).

In recent years, the Greek economic crisis 602€howed the new basic drivers
of global capitalism (Figure 1).

The new drivers of capitalism are made up ofiness areas of defensible
innovations that concentrate the long-term investmef worldwide corporations
(Corniani 2012). In synthesis, the current basieels of global capitalism define
an interconnected system of corporate businesswaithhigh-expected profits and
that specifically regard:

- Health;

- Energy (renewable and conventional);

- Food,;

- Communication (digital and analog).
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Figure 1: Global Capitalism. Basic Drivers
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The contemporary global capitalism is also facitigeo challenges, particularly
the need of promoting the sustainable growth, dtimadly stressed by the
economic and financial crisis. In the meanwhile, tlee future growth of global
corporations the challenge is to conciliate thefifability imperative with a
business model compatible with the objective of ustanable development
(Lambin 2009a).

4. Global Capitalism, Cor porate Responsibility and Sustainable Growth

In the ‘golden age’ after 1945 domestic marketsewsaturated, the profits were
realised through expanding working-class consump#iod the export of capital
itself was transformed over the twentieth centuryhie context of the international
integration of production through multinational porations and the extensive
development of international financial markets.

In the passage from Britain’s empire to informal émoan sovereignty,
something much more distinctive emerged. The dn8éates, in the process of
supporting the export of capital and the expansibmultinational corporations,
increasingly took responsibility for creating thaipcal and juridical conditions for
the general extension and reproduction of capiteligernationally.

This was not just a matter of promoting the intéoveal expansion of American
multinational firms. The US corporations establiretheir own hemisphere at the
beginning of the twentieth century a proper una@erding of the global vision that
can identify not only the domestic but also thesinational role of the American
state in setting the conditions for capital accuatiah. It is incorrect to try to
explain US profit practices merely in terms of ¢alsts imposing them on the
American State. This interpretation exaggeratesetkient to which capitalists’
consciousness of their interests was always sd &l clear. It also often leads to
drawing far too rigid distinctions between interoatlly oriented and domestically
oriented elements of the US capitalist class (GinBanitch 2012).

In today’s scenario of global ‘hypercompetition’SWtorporations face to many
other MNCs (more and more based in China, Soutled&oraiwan and Europe). In
this new competitive landscape, capitalism brehksstatic, monolithic rules of the
company that plans, produces and sells by the nfledbsolute proximity (local
market) or relative proximity (international markeGlobal networks by converse
assert more complex and articulated structures disaegard traditional rules of
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corporate responsibility (for example, in termsqufotas of national workers to
hire) and ‘local’ conduct based on social respdhsibinstead they refer to often
impalpable standards ohetwork corporate responsibilitywhich envisages the
fragmentation of corporate responsibility centred marious hierarchical levels of
social responsibility, dispersed in space and cingnig time, and often not easy to
identify).

In a global market-space, tlwrporate responsibilityis thus considered as a
sense of the corporation’s consciousness towarpsthgtical consequences of its
planned actions in view on organisation’s long-tertality.

For some time, large corporations have operateteiwork structures to achieve
vital economies (procurement, manufacturing, dstion, communication,
marketing), targeting the enormous economic-fin@nadvantages achievable by
growing economies (supply-driven management) omparate policies to satisfy
demand that focus as a priority on competitive aortation (market-driven
management).

In fact, for over twenty years, global markets hawgosed a market-driven
management strategy on companies (Brondoni 200@s demands a network
culture and local organisations motivated by rasuttarket policies that monitor
the instability of the competition and the varidiilbf demand; the reorganisation
of the company to ‘global business’ rather thammiarkets and products, and the
preparation of new metrics to evaluate intangibhel aangible factors and to
stimulate corporate performance (Corniani 2011). dther words, global
managerial economics is based on new paradigmerpbrate accountability that
supports thecorporate responsibilitydf the network (Brondoni 2010b).

In a global capitalism, a sustainable growth capursued as long as:

- global corporations introduce a vital relation syst
- countries or geo-economics area introduce soaditjqal and economic
rules will be re-established.

Neither solution is easy. The weakness of multiidterganization, the free trade
area agreements and the signature of agreementaif@ompetition and code of
conduct among the most important global compamethé different sectors (i.e.
food or drugs industries) demonstrated many tirndsetsimple declarations rather
than feasible actions.

The challenge is to elaborate theories and politteplay the ‘free global
competition’, without coming back to ‘State econdonyr to protectionism
(Borgonovi 2007).

For the corporations the challenge is considerathle: capitalist system could
evolve towards a sustainable economic growth (Lan2®09a). The challenge is
formidable. New business models can contributarteral the capitalist system and
to support the objective of sustainable developmantdecoupling economic
growth and environmental destruction (Lambin 2009b)

Economic system evolution has witnessed the preyesseparation of
theoretical views of corporate responsibility arehévioural practices. Corporate
choices have often favoured shareholder expecttioaquently driven by profit
and at times even tending to exhibit unequal treatramongst risk capital provider
subgroups (for example, between majority and miposhareholders). The
proliferation of cases involving manifest fraud amisconduct (e.g. Enron,
WorldCom, Merck, Vivendi, Cirio, Parmalat, etc.)ghed indeed the major firms
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toward a new concept of the global corporation’e i@ society, reassessing the
shareholder interest to the respect for the natitaves and the economic-social-
environmental resources. This led to a re-thinkehgyovernance orientation, the
interaction between governance and managementxyrgad a profound review of
the performance critical variables (Salvioni 2003).

In fact, the debate over profit policies and resioifity in a context of
sustainable development has taken new importan@zent times.

Indeed, the growth and sustainability of free mameonomies highlights the
need to define rules more suited to the currentitioms of market globalisation
and global capitalism. The new conditions of gladalon create two different
behaviours: the public opinion and the major stakddrs are interested to more
transparent and accountalglerporate responsibilitypehaviour, whilst at the same
time global corporations are pushed to adopt calsdofccorporate responsibility
less transparent.

Corporate responsibilitfand more specificallygorporate social responsibility
namely the relationship between the economic, enuiient and social setting) has
already been the subject of much debate in the, pdstnever the economic
systems have registered profound changes to pilioductdistribution or
consumption processes (Brondoni 2003).

Thus, in the mid-'50s, when the so-called 'econarhgcarcity’ ended and the
international expansion of mass products began,ldhgest firms stressed the
importance of not only economic performance in oosge decision-making, but
also of the related social effects. This contegshidated a company’s social
responsibility and its duty to pursue those pofidieat are deemed desirable when
placed alongside the objectives and values recedrby Society.

The 'welfare state' spread a new phase of politisdleconomic transformation: a
clear division of roles between the State and tharket, a renewed firm
governance, based on management’s key-role anchraovative legislation and
organization of public controls focused on the betal functioning of the market
and financial system.

Therefore, in the ‘welfare state', the firm becon@scomponent in social
equilibrium, where the central role is played Ingaewed State-market relationship
that goes well beyond a company’s extensive indggrece in the classic liberal
economic orderCorporate responsibilityalso had a profound transformation. A
company and its activities were focused on thermatiional aspect of markets and
required new management skills. Markets and busesestherefore, became
increasingly international and extensive, althotlgh headquarters actually remain
located in the countries of origin. Consequentlpeav concept oforporate social
responsibility developed, with a strong national identity in terf legislation,
principles of public government and consolidateciaovalues, but one that
balanced business performance against certainl s@tiges of corporate interest,
such as the development of the rights and satisfacf consumer expectations or
even greater attention to worker protection. Irebra firm at the centre of a social
system with a predominance of wide-ranging natiouks (Brondoni 2003).

With the beginning of the third millennium, overpglied markets forced firms to
deal with the global dimension of business. In thsson, the firm organisation was
structured as a network (geographically dispersedl \&ith multiple propulsive
business centres); performance results were asks#ssrigh multiple indicators
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(intangible corporate assets, intangible produse@sand tangible elements); the
unity of governance was harmonized with the varetyg specificity of ethnicity
and culture of local management. In this new cdntesrporate responsibility
experienced a complex evolution, which comprisesd rissults of the organization
at a local and global level within an overall cottitef compatible development.

Corporate responsibilityn global markets therefore systematised theratigiof
financial results and the achievement of sustasgldwth with a specific attention
to the economic results of local (national) orgatians; in other words, generating
value for management and shareholders, while impgoand enhancing, over
time, the natural environment, the social context #ne local human resources. In
line with this global vision of compatible developnt, corporate social
responsibility became externalised and closely related to stédtetsy thereby
acknowledging the centrality of the global and lonsedia in the competitive
governance of the company consensus, namely th@aoyis relations with its
stakeholder system (Brondoni 2003).

Over the last years, the markets of more sociadlyetbped countries were
increasingly marked by over-supply. This pushehdininto a neo-liberal spiral in
the tireless infuriated search for sales opporiemibffering minimal production
and marketing costs. Over-supply leads to the sgeaccelerated, often irrational,
and socially unviable exploitation of basic prodoctelements (capital, human
labour and natural resources). In global markéis, éxploitation causes inevitable
competitive rifts between organizations at varitewels when specific conflicting
interests are involved. In this over-supplied markeme organisations are
involved: a) corporations at transnational level; Ibccal governments; c¢) and,
finally, at an international level, with self-goweng and independent authority,
those bodies regulating competition, such as astiuthorities and central banks.
As a result, companies are nowadays exposed to-sagironmental forces on a
vast scale. This calls for a modern code of comgosmcial responsibility that
clearly demonstrates the company’s global corporasponsibility in the overall
framework of sustainable growth.

Business globalisation has led to a growing awa®nef social and
environmental issues, and has exploited the proldérthe sustainable growth.
Even mass communication has become globalisedadrade all, far lessne-way
or linear (the role of receiver versus source erdfore no longer purely passive,
but an active player in the communication proceBg)ally, the priority ‘social
global dimensions’ (for example, economic sustalitgbeco-responsibility, status
for workers, etc.) demand the strengthening of therldwide organisms
responsible for monitoring firms, and the formwatiof new rules and standards
that are in tune with the global contexts of netmmympetition (Brondoni 2010b).

The global managerial economics highlights cormogatlicies that tend to break
up large firms concentrated in a single locationd agplace them with multiple
entities caught up in the complex logistics andalzation (proximity to supply
markets, preferential trade and intermediate demealations, installation costs, the
quality and cost of infrastructure, and the natfrpublic incentives). Furthermore,
over-supplied markets force global corporationssti@ngthen external relations,
externalising corporate processes and sharingtseantl responsibility with firms
at the beginning or at the end of the supply claértical cooperation) or with
competitors (horizontal cooperation).
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The complex organisation of global business (baged networks and
collaborative equity and non-equity alliances) disads to a profound change in
corporate responsibilitywhereby a company must be open to a dialogue and
comparison with the numerous (and often unstabigrmal, external and co-
makership bodies.

In global managerial economics, howeveqQrporate responsibilityextends
beyond the organisation and willingly interactshwa (complex, multilevel and
international) system of stakeholders, with whonexpresses aorporate social
responsibility focused on social and environmental issues inrdaoce with a
business vision of sustainable growth.

The corporate responsibilityof global businesses carries clear connotatioas th
are very different from the business responsibsitthat might be developed in
either domestic markets or markets dominated by import policies.

Neighbouring markets are marked by a basic businesdel with a restricted
locally defined reference environment. In this eomt corporate responsibility
stems from the low cost of production, and socesponsibility is identified as
providing local jobs and the production of goodquieed by the community of
which the company is a part. In the internatiomah$, ties between the company
and the local community are weaker and controtatation relations between
entrepreneur and employees are lost. Corporate omsdplity becomes
depersonalised, loses any sense of enlightenednph$en and represents social
and environmental issues (with specific referemcstakeholders in the markets in
which the company operates) together with intefinahcial objectives (whether of
the company or local bodies, and involving thernesés of shareholders, managers
and employees). The concept of corporate respdibgilthus positions firm
profitability aside respect for social and envire@mtal issues. Thus corporate social
responsibility involves specific conditions in welkkfined markets (domestic and
export markets).

Finally, in global managerial economics, competitspace cannot be defined as
stable or relating to geographic or administratfaetors. In this context, also
generally characterised by over-supply, large c@ans operate in networks and
must therefore continuously interact on a globalesgvith a varying and constantly
changing group of stakeholders, and agree to exjh@serganisation to two-way
flows of information from any market, including s®in which the company is not
present (Salvioni 2002).

In global managerial economicrporate responsibilityherefore amounts to the
unstable and dynamic equilibrium, on a global schletween the concerns of
corporate governance bodies, stockholders, shatetsplmanagement, employees
and, finally, stakeholders.

In global markets, powerfully divergent interestaynmanifest among the various
players, and theorporate responsibilitymust mediate — at both a corporate level
and at the level of individual operating entitiebetween firm profitability, firm
long-term growth and social and environmental issue

Mediating between profit targets and social andirenmental interaction thus
tends to define the complex social responsibilityth® company. Theorporate
social responsibilityof a global firm, in fact, imposes the need foe tharious
entities comprising the business network to be dpedialogue — with varying
levels of interest and openness — with the stakighsl(given that all stakeholders
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can profoundly influence short-term results andglerm tasks at a local and
corporate level, sometimes with devastating conmecgs), setting up specific
corporate and local communication todfich as ethical codes, social balance
sheets, environmental balance sheets, lobbyingghrassociations, etc.).

At the same time, as a global company expandslatsafinterconnections, its
corporate social responsibility also tends to daved policy of ‘opacity’ in its
conduct (typically with specific corporate communicationols, such as social
environmental and cultural sponsorships and irgiital publicity through social
foundations) Such conducgeneraliseshe social and environmental issues relating
to specific stakeholder areas of interest in otdeminimize the operating-objective
transparency of the potentially complex resultirendfits and their usefulness.
(Brondoni 2003).

Adoption of a view focused on shareowners (longaterision and growth),
shareholders (short-term profitability) or on staédelers (short-term development)
implies different policies in firm performance assment: one must adopt a
multifaceted point of view, based on the equitdidéance between competitive,
financial and socio-environmental variables. Thditgbto respond properly to
shareowners expectations can be important, but tmidinked appropriately to
satisfying expectations from the other parties sompany’s domain to respect for
the environment. A company’s viability is ensurexddarisk is minimized by
operating in this manner (Salvioni 2003).

0 GLOBAL CAPITALISM — FOOD Fhe Shareowners View — The
Coca-Cola Company:A business focused on sustainability demands
integrity in every respect. The Board of DirectofsThe Coca-Cola Co.
is elected by shareowners to oversee their inteireghe long-term
health and the overall success of the Company’snbss and its
financial strength. The Board serve as the ultimdégision-making
body of the company, except for those matters vedeto, or shared
with, the shareowners. The Board currently has lémivers, 16 of
whom are not employees of The Coca-Cola Comparg/.Chita-Cola
is committed to good corporate governance, whiamyates the long-
term interests of shareowners, strengthens Board aranagement
accountability and helps build public trust in tBempany’ (The Coca-
Cola Company GRI Report 2012-1013, pp.76-78).

0 GLOBAL CAPITALISM — COMMUNICATIONFhe Stakeholders
View — IBM. CSR can be viewed as compliance with the lavds an
regulations set by the public sector. As compah#g gone global the
costs of compliance have risen rapidly. Today gssing number of
companies already regard corporate social respaiigitas a platform
for growth and differentiation. Companies are marisible, more
exposed, than ever before, especially as they elxpagir sphere of
operations and their markets. Visibility extendsydred products to
business practices as well. In today open enviranijr@mpanies are
finding it necessary to take the wraps off inforimatthey once
considered private or proprietary. So, visibilitg best met with a
continuous exchange of information —or transparemagreasingly, the
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degree to which IBM is able to open itself to skaltder scrutiny will
be a make or break factor in achieving CSR objesti{Pohle, Hittner
2008).

0 GLOBAL CAPITALISM — HEALTH The Shareholders View —
Monsanta ‘Dear Shareholders, at Monsanto, we are helpimg t
develop solutions to one of the greatest challefigeisg humankind —
providing healthy and nutritious food for a poputat that is expected
to grow from 7 billion today to nearly 10 billiory2050. Meeting that
challenge will require important innovations and mya diverse
stakeholders working together in new ways. Monsatmmmitted to
being part of this critical work. This year our osss took several
steps forward. We delivered continued earnings glipsupported the
delivery of innovations to help farmers, investedieakthrough fields
to improve agriculture and participated in convetisas about food
with new and important stakeholders. We closedtloaityear near the
high end of our guidance and with nearly $2 billimnfree cash flow.
These results propelled us to our third consecutaer of greater than
20 percent earnings growth. The results also refllee strength of our
global portfolio even as we faced variability inroseeds and traits
business. We also delivered innovations to farraadsinvested in new
opportunities. On behalf of everyone at Monsantwaht to thank you
for your continued support and investment. We ktieat by working
together, we can continue to deliver innovationat thmprove lives
around the world’ (Hugh Grant, Chairman of the Bdaand Chief
Executive Officer of Monsanto, Letter to Sharehdd®ecember 8,
2009).

The global capitalism thus demands the applicatidnproper governance
principles for a clear focus of global corporati@mssustainable growth as the basis
for risk minimization in order to ensure long-tefirm success. In other words, a
firm’s effectiveness implies the assumption of @bgll responsibility concept based
on strict compliance with the law, the creatiorcofstructive relationships with all
of society and respect for the environment. Of seuthis does not mean losing
sight of the importance of creating value and adégjy compensating risk capital
providers. Instead, it means emphasizing the isf@ddence of corporate image,
operating transparency, short-term performances lang-term results (Salvioni
2003).
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