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ABSTRACT
This paper discusses two views of global economy and business: the flat world as identified mainly by Thomas Friedman and others, and the round (or not flat) world as argued mainly by Pankaj Ghemawat. The discussion begins with a review of literature arguing both sides of the concept, followed by a focus on adaptation strategies of innovation, responses to ten contemporary global forces, utilization of triple convergence, and training. The concluding section discusses several models—Hammer’s Thesis, Ghemawat’s 3-A, IS operational shifts, and ten supply chain steps--depicting the economies and organizations of the 21st Century
INTRODUCTION
When Thomas Friedman was researching a story on outsourcing in India, an interviewee told him that the playing field was leveling in the world. As Friedman mused on that statement, he thought of flat ground and immediately leaped to “flat world” and the statement, “The world is flat.” Nine months later, his book hit the business world as a powerful sound bite that captured the confusion, mixed opportunities, and wild pace of globalization in the first decade of the 21st Century (Fox, J. 2005). To describe this flattening phenomenon, Friedman had to use some unique language as shown below by a few of his coined terms:
	TERM
	MEANING

	Golden Straitjacket
	Market-friendly policies that nations need to follow in order to participate in global economy

	Electronic Herd
	All participants who enforce golden straitjacket

	Dell and Golden Arches Theories of Conflict Prevention
	Countries with McDonalds’s and/or are part of the Dell supply chain will not go to war with one another.

	Globalization
	Current era, where individuals can act globally (e.g. through the Internet)

	Glocalization
	Ways to blend foreign ideas and global practices with local traditions and cultures.


Table 1: Friedman’s Terms and Definitions
His main point was that the importance of the flattening process is not limited only to economics, but also to governments, politics, innovation, and societies in general (Friedman, 2007). Friedman’s book sparked an ongoing debate that fills current literature about the flatness or not of today’s economic and business world. Current literature abounds with definitions of, and arguments over, the concept. 
LITERATURE REVIEW
Meredith (2006) points out that outsourcing is a mainstream option, supported by information technology (IT) that knows no end to services that IT can invent, for example “…software that extends Internet banking capability to nearly every hand-held computer and soon to be mobile phones (Meredith, 2006, 124).” Goulden (2006) supports that point and adds that organizations need to flatten and move away from networks to a service-oriented IT infrastructure, so that there can be a seamless sharing of information. As Fox (2005) stated, the flattening process is a reality and the American response to it needs to be one of improving the knowledge resources through better education, broadband connections, and globally aware government policies. Globalization, rather than the Cold War, is now the world’s defining system. China and India, the two most populous countries in the world, are finding new ways of making capitalism work in their favor and through their energies have procured hundreds of millions of customer around the world. However, Duffy (2007) agrees with the concept but cautions that globalization creates extremes, wherein while wealth increases, poverty also increases; while providing jobs, the labor conditions are poor; while using resources, the environment is exploited. 
On the other hand, Cairncross (2007) avers that the developing world’s output has now exceeded that of the developed world. Such a shift is bringing about economic and political forces that quicken the rate of eroding the extremes, for example India’s and China’s dominance in the digital communication industry in both service and manufacture. Technological advances, coupled with enormous emerging markets, will require U.S. companies to utilize workers throughout the globe (Fox, A. 2006). Everything of value becomes connected and not necessarily to the advantage of the biggest economic power, like the United States. Knowledge acquired by foreign students is going back home; innovation occurs everywhere. Corporations have to create their value in a global supply chain where competitors are not always obvious (Sraeel, 2006). Gerth and Rothman (2007) see the business world being flattened in three ways: 1) opening of emerging economies increasing access to global supply chain, 2) shifts in global demographics increasing access to global workforce, and 3) universal access to technology enabling global-scale collaboration. Furthermore, the flat world presents opportunities for second buyers to build new companies based on others’ research and development (Huston, 2006). Although the above arguments are compelling, there are strong counterarguments.

The connectivity of globalism leads to more interdependency with exposure to more risk.
Political, natural, and technological events can create isolation and exposure to the risk of materials shortages. Supply chain risk is a global reality that needs to be addressed through government policies and political action (0’Marah, 2006). Duffy (2007) points out that it will take a long time to flatten the world, particularly in areas of understanding diverse cultures and extremes of rich and poor. To innovate is not enough; products have to balance the goals of customer service and costs of proliferation. For example, most of the world does not have resources or space to buy large quantities; therefore, companies have to adapt to the local preference for small packaging or miss a market of millions of individual consumers (Gerth & Rothman, 2007). Other local adaptations are essential, for example, trucks. Currently, the concept of a global truck that could fit the needs of all consumers and applications distinctive to the locale is not feasible (Cullen, 2006). 
Developed countries might wish for the familiar round world where distance and poverty marked the Third World. In a prescient speech, Harwood (1998) declared that the people of that world are emerging quickly and successfully so that the first, second (cold war countries) and the third world are blending into one world, whether or not Americans or Europeans like it. Distance plus time equals roundness. In this case, world logistics are growing rounder, considering fuel price fluctuations, and port congestion. Shrinking product life cycles, material cost volatility, and limitations of supply together form an “economic precipice,” the edge of a flat earth. There are surprises that need immediate attention, a fact that can be accelerated by flat world communication speed (Hochman & Aimi, 2007).
One of the strongest voices focusing on the realities of a round world and limitations of a flat one is that of Pankaj Ghemawat, Jaime and Josefina Chua Tiampo Professor of Business Administration at Harvard University. In 2001, Ghemawat examined distance as the root of most costs and risks of conducting business in new markets. Distance is more than geography; it also includes dimensions of culture, administrative and political power, and economics. In their decision-making, businesses must account for these dimensions of distance. The four dimensions form the CAGE model. Cultural distance includes diversity of religious beliefs, social norms, and language. Administrative and political distance is most often seen in governmental barrier to foreign competition, such as tariffs, and trade quotas. Geographic distance between operator and customer relates directly to the degree of difficulty in conducting business in a country. Economic distance describes extremes between rich and poor and affects both level of trade and trade partners between countries (Ghemawat, 2001). Later, Ghemawat (2005) expands the concept to include regions, since regional blocs are able to stall globalization. In regions, the CAGE factors are close, therefore potentially powerful, for example the European Union. In short, regions resist global homogenization and standardization. Regionalization can also apply to a section of a country; for example, Wal-Mart operates three times as much selling space in the poorest one-third of the U.S. than in the richest areas, thus concentrating consumer savings among the poor (Ghemawat, 2006, August). Most economic activity across borders is still mostly domestic, partly because of “…substantial national differences (Ghemawat, 2006).” Key measures of international activity fall between five and fifteen percent. There is still much room for focusing on differences as an international strategy (Ghemawat, 2006).

Investigating that 5-15% range, Ghemarat (2007) found that the world is not as integrated as assumed. For example, more than 90 percent of all phone calls, Web usage, and investment is local. He argues that Friedman’s assertions are both qualitative and exaggerated, and backs up his argument with “The 10 Percent Presumption (Ghemarat, 2007).”
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Figure 1: The Ten Percent Presumption
Source: Ghemarat, P. (2007). Why the world isn’t flat. Foreign Policy, Mar/Apr(159), p. 56.
Figure 1 illustrates that internationalization is not as great as presumed. Cities like New York, Hong Kong, London, and Frankfurt are well connected, but Ghemarat looks at global data. As shown on the chart above, less than 10 percent of capital generation came from foreign direct investment (FDI) in 2003 through 2005. In fact, the 10 Percent Presumption comes from the average of nine categories of data in the chart. Although communications have improved dramatically, declining communication costs will do away for distance effects. Even in the Internet, “…Web traffic within countries has increased far faster than traffic between them (Ghemarat, 2007, 58).” Google had to set up an office in Russia, since they could not handle the special needs of the language from afar. International integration may not be compatible with sovereignty of nations. As developing countries emerge and accumulate more wealth, it is logical that local citizens will support protectionism to preserve their new status (Ghemawat, 2007).
No matter what the argument, the fact is that integration of diverse cultures, markets, labor force, and business is taking place. The point now is to examine ways to adapt to the complexities of business in our 21st Century world to see what innovations, forces, strategies, and training are effective. The United States (and any other country for that matter) has to find ways to continue to innovate (Sraeel, 2006). Donovan (2006) emphasizes that innovation in engineering is essential and suggests that outsourcing routine work is one way of preserving and fostering creativity. Cullen (2006) sees the environment becoming more challenging for engineering and design, particularly in any attempt to unify truck and utility vehicle design across regions. Boeing Co. has found a way to unify design, and add to the value chain, while developing a newly designed product, the 787 Dreamliner. To create this new airplane, that will fly between any two points in the world without refueling with considerably less consumption of fuel, Boeing and each of its partners had to work together with tools, systems, processes as if they all were one company. Collaboration among enterprises is essential for success. (Henrie, K. 2007). Innovation needs to be in the way companies adapt to globalization; there are more ways to participate in the global market other than becoming the biggest. Concentrating a product in a region, for example port wine in Portugal, can create a mini-monopoly or specialization that the rest of the world will not bother imitating or duplicating. One very good alternative may be for a company to stay home and export exclusively (Ghemawat & Ghadar, 2007). A strategy of difference, or arbitrage, can be effective. For example, McDonald’s and other fast food chains export American culture, rather than attempting to imitate a local market. By serving American pie instead of a tart they exploit differences to the stakeholders’ advantage. (Ghemawat, P., 2003).
Industries need to make operational shifts that include lowering cost structure, innovating faster, gaining loyalty because of fast innovation, and making money from information. To adapt, companies need this type of agility (Gerth, A. & Rothman, S. 2007). In order to prevent hasty decisions, adaptation requires deep knowledge. People need to learn fast in order to stay relevant, much less ahead. Fast learning results in high performance and continuous innovation (Greenes, K. 2006). Training programs need to begin in schools and libraries so that young people can learn to conduct research and to discriminate among vast amounts of knowledge, much of which is irrelevant or inaccurate (Johnson, D. 2006). In the workplace, organizations need to provide appropriate training in order to help staff stay abreast of information systems development, to take real responsibility to support employees’ adaptations to new hardware and software (Garst, K. 2006).
Friedman (2005) identified ten forces that are planing the world’s surface to flatness: 1) collapse of the Berlin Wall, 2) Netscape going public, 3) development of work flow software, 4) open-sourcing creating collaborative communities, 5) emergence of outsourcing, 6) offshoring, 7) supply chaining, 8) insourcing transforming organizations, 9) Google, Yahoo! And MSN web search engines, 10) digital, mobile communication devices. What catalyzed these forces was a tipping point at the turn of the century, a “triple convergence” of new players on a new playing field using new processes of horizontal collaboration (Birchfield, R. & Le Pla, R. 2006) as shown below:
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Figure 2: A Visualization of “Triple Convergence”
Despite these forces and triple convergence, Ghemarat (2001) adds that distance still matters and that collaboration may not be the best adaptation for some companies and industries.

Conclusion
The strength of any strategy for any company lies in learning, knowledge, and suitability. Organizations need to increase self-awareness, to find and encourage adaptive leaders who can move quickly, to learn fast, and to encourage both practice and passion (Greenes, K. 2006). In 1996, as a prelude to the 21st Century business revolution, Michael Hammer predicted that organizations would be built of processes rather than departments. He theorized that businesses needed to reengineer systems so that they became a permanent support for all work. In this way, organizations could build on processes and people in them could have both autonomy and responsibility (Stewart, T. 1996). Ghemarat (2007) builds on this theory by a model, the AAA Triangle comprised of Adaptation, Aggregation, and Arbitrage, as shown in Figure 3 (1) and (2): 
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Figure 3: The AAA Triangle Model—(1): General & (2): Comparison of 3 Competitors
(Source: Ghemawat, P. 2007. Managing differences. Harvard Business Review, 85(3), 68.

 Each strategy is appropriate for a particular type of organizational process. For example, an adaptive organization will probably be country-centered, aggregated organizations will focus on groupings of different sorts, and an arbitrage organization will be one that exploits differences. Further, as companies develop in the global market, it is likely that their strategies will change within the triangle as well. IBM first pursued an adaptive strategy and then an aggregate one to form regions in order to improve coordination. The model provides decision makers with a strategy or combination best suited for the company at a particular time. They can overlay data from competitors, or their industry overall to see how they compare, as shown in Figure 3 (2). Any score above median usually needs strategic focus and any score exceeding the 90th percentile demands immediate focus (Ghemawat, P. 2007). Moreover, with process being the core of organizations, authenticity and accountability, propounded by Harwood (1998), should be added to form a 5 A Pentagon, a model that includes both operational and corporate social responsibility processes.
The flattening world requires for developed countries operational shifts, as shown in Table 2: 
	OPERATIONAL SHIFTS

	FROM
	TO

	Dreading “China Price”
	Being the “China Price”

	Loyalty through Good Service
	Loyalty through Faster Innovation

	Spending Money on Information
	Making Money from Information

	Winning in the Straightaway
	Winning in the Turns


Table 2: Operational Shifts Created by the Flattening World

(Source: Gerth, A. & Rothman, S. 2007, 106.)

To accomplish such shifts, organizations need to take into account multiple stakeholders, competing objectives, uncertain, expert knowledge, limited resources, speed, and capacity. To make informed decisions, firms need to listen to the customer, know their business, and align resources with strategy (Murray, A. & Devlin, J. 2007). A global economy provides broader resources for the supply chain, as well as broader problems. Astute firms use the following supply chain tactics, with appropriate and sufficient technological support, to deliver the best results: 

· Reevaluation of supply chain network

· Making logistics visibility a priority

· Monitoring and controlling transportation providers

· Preventing bottlenecks

· Designing for postponement

· Designing for supply

· Managing level of supply risk

· Using attribute-based forecasting and demand shipping

· Collaborating with supply chain constituents on responding to surprises 

· Using demand to drive product design (Hochman, S., & Aimi, G., 2007)

Although there are differences among local economies of the world, the phenomenon of the 21st century is that these differences are diminishing. Definitions of dominance, success, supply and demand are rapidly changing because of global communication available to almost any citizen. As democracies increase, growth and development also increase. Competition, much of it unanticipated or unrecognized, exists in all quarters of the globe. Although the flattened playing field expands opportunities for globalism, local differences still provide regionalized and/or specialized opportunities for specialized products. Supply chains that circle the globe provide both opportunity and headache with barriers created by regional tariffs, regulations, bribery, and obstruction. Businesses and economies alike have to adapt to changes and look to the future, no matter how uncertain it may be. Nevertheless, business will not stop or wait. The urge to gather wealth for needs and wants is a strong imperative that motivates both the newest entrepreneur in a Bombay alley and the sprawling global conglomerate, and each has the potential to be a player in the global marketplace.
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