
The Dangers of Reliance On Foreign Markets -
Is It Time to Rethink Our Strategies?

In an increasingly interconnected world, relying on foreign markets has become a
common strategy for many countries and businesses. Globalization has brought
numerous opportunities by expanding trade and opening up new markets for
products and services. However, as the world witnessed during the COVID-19
pandemic, this reliance on foreign markets can also have significant drawbacks.

This article aims to explore the dangers of relying heavily on foreign markets and
question the sustainability of such strategies. We will analyze the potential risks
involved and examine whether it is time for governments and businesses to
reassess their dependencies on international trade.
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Historical Perspective

Over the past few decades, globalization has intensified and reshaped the global
economy. Many countries have turned to international trade as a means of
economic growth and development. This shift brought several benefits, including
increased efficiency, access to cheaper resources, and the ability to specialize in
specific industries.

However, it has also created a situation where nations become heavily dependent
on imports and exports, leaving their economies vulnerable to external shocks.
The current reliance on foreign markets has significantly increased the risks
associated with these shocks.

The Risks of Reliance

One of the primary risks is the potential disruption of supply chains. When
countries rely on foreign markets for critical goods and raw materials, any
disruption at the source or along the transportation routes can lead to supply
chain bottlenecks. Natural disasters, geopolitical conflicts, or even economic
crises in supplier countries can quickly cripple industries and result in shortages.

The COVID-19 pandemic served as a wake-up call for many nations. As
countries worldwide faced lockdowns and restrictions, supply chains were
severely affected. Manufacturers struggled to access essential components,
resulting in production delays and economic downturns.
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Another risk is overdependence on specific foreign markets. When a country
relies heavily on a particular market for export, changes in that market's
preferences or economic conditions can have devastating consequences.
Economic recessions, political conflicts, or the emergence of more competitive
markets can disrupt trade flows, leaving nations with excessive inventories and
reduced demand for their products.

Is It Time to Diversify?

Given the risks associated with reliance on foreign markets, many argue that
diversification should be a key consideration in economic and business
strategies. By diversifying trade partners and sourcing options, countries can
minimize their vulnerabilities and ensure a more resilient supply chain.

While diversification presents its challenges, including the need for new market
development and potential trade disruptions during the transition period, it can
offer long-term benefits. Building strong domestic industries and exploring new
trade opportunities with emerging markets can enhance economic stability and
reduce the reliance on a single market.

Increasing Domestic Production

Another approach to mitigating the dangers of reliance on foreign markets is to
focus on increasing domestic production capabilities. This strategy aims to
strengthen self-sufficiency by reducing dependence on imports for essential
goods. Promoting local industries, investing in research and development, and
improving infrastructure can contribute to stimulating domestic growth and
providing a more secure supply chain.

Reliance on foreign markets offers numerous opportunities for economic growth
and expansion. However, it is essential to recognize and address the potential



dangers that come with such dependencies. Supply chain disruptions,
overreliance on specific markets, and global economic fluctuations can leave
nations and businesses vulnerable to significant risks.

It is time to rethink our strategies and consider diversification and increasing
domestic production as key components of a more resilient approach to
international trade. By reassessing our reliance on foreign markets, we can build
stronger and more sustainable economies, better equipped to weather future
challenges.
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This study examines the relationship between multinationality and the
performance of Japanese manufacturing companies during the period 1999–2008
by using geographic segment information. Despite the enormous interest in and
importance given to multinationality from the academic and business worlds, prior
findings about the multinationality–performance relationship are conflicting and
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inconsistent. The overall results of the present study show that multinationality
has a positive impact both on accounting performance and on market-based
performance. In additional tests, Japanese electric and electronic equipment
companies’ reliance on the Asian market was found to have a negative impact on
profitability and no significant impact on firm value, whereas reliance on other
foreign markets such as the Americas and the EU had a positive impact on
profitability and firm value. The multinationality–performance relationship cannot
be generalized and varies among geographic regions. This book contributes to
both the multinationality–performance literature and the geographic segment
reporting literature by offering empirical evidence about Japanese manufacturing
companies and comparing them with prior findings about American companies.  
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