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Abstract

Globalisation is a multidimensional concept covering three aspects namely, economic,
social and political. The present study analyses the impact of the above mentioned
three main sub-indices of globalisation (Economic globalisation index, Social
globalisation index and Political globalisation index) on the Annual rate of growth
Gross Domestic Product (GDPrt) of India. Data collected from UNCTAD and KOF
globalisation index (expressing globalisation) has been used for the time span of 46
years (1971-2016), in an econometric model. The results suggest that economic and
political globalisation exhibit positive linkages with the GDP growth rates, however
social globalisation has a negative impact on the economic growth. The study is
relevant to Indian policy makers and managers planning to expand on global frontiers.
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Introduction
Globalization constitutes a multiplicity of linkages and interconnections that transcend the nation
states. It defines a process through which events, decisions and activities in one part of the
world can come to have a significant consequence for individuals and communities in quite
distant parts of the globe. (Anthony McGrew,1990).

Defining globalisation is a complex task as it should reflect the multidimensionality of the
concept. (Philip G. Cerny,1997) defined globalisation as a set of economic and political structures
and processes deriving from the changing character of the goods and assets that comprise the
base of the international political economy. Increase in globalisation in reflected by the openness
of developing and emerging nations.  India being a pertinent fragment of the emerging nations,
experienced globalisationand its benefits, facing along with it, the opportunities and threats.

Globalisation has become a part of our lives. Presence of globalisation is witnessed with the
ease in access to goods and services manufactured abroad in one’s own nation. Globalisation
is a convoluted and multidimensional phenomenon which has been affecting every sphere of
trade and growth.

The assessment of linkages between globalisation and economic growth has always been seeking
attention of various researchers, policy makers and hence it becomes relevant and desirable to
assess the impact of globalisation on the economic growth. The relationship between the two is
strong and is required to be studied from time to time as it serves as a very crucial issue in
framing economic policies for growth and trade.
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Expressing the impact of globalisation on economic outcomes is critical as it is difficult to
measure globalisation and further assessing its impact on the different facets of economic
growth.The multidimensionality of concept of globalisation has been simplified by Dreher (2006,
2008) suggesting a globalisation index including three sub globalisation indices: economic, social
and political indices.

Caselli (2006) also mentioned three similar dimensions of globalisation, however with some
differences in the sub-dimensions. The present study used this approach (KOF index) and aimed
to highlight the impact of globalisation on the Indian economy, by analysing the effect of
economic, social and political indices on economic growth (Real Gross Domestic Product, per
capita) during 1971-2016.

No systematic positive or negative relationship of globalisation and economic growth has
supported by previous empirical analysis, however it has been believed that globalisation and
economic growth are positivelyrelated to each other. It still remains a controversial issue and
its net effect still remains puzzling.

The structure of the paper is as follows: Introduction is followed by the review of the relevant
literature. The third section of the paper discusses the data and its sources and the methodology
undertaken. Further the empirical model is specified followed by the analysis of the findings
and discussion on the research implication and is finally concluded with the future scope of
extensions.

Literature Review

(Anthony McGrew,1990; Robertson,1992; Albrow,1997;&Guillen, 2001) suggested various definition
of globalisation and calling it rather a process leading to greater interdependence and mutual
awareness among various units in the world.

(Philip G. Cerny,1997; Caselli,2006; Dreher, 2006,2008) further reflected upon the
multidimensionality of the concept and broadly suggested that globalisation can be prorated into
the economic, social and political aspects.

(Alesina et.al, 1994; Garrett,2001; Milanovic,2003; Woo,2009; Adit and Gassebner,2010) contributed
to literature in assessing the benefits globalisation has brought to economic growth. (Aghion
and Williamson, 1998; World Bank,2002; James, 2002)have analysed the relationship between
globalisation and various factors like growth, poverty, technology, inequality, etc

(Dollar, Kraay, 2002; Stglitz, 2004)analysed developing countries witnessing rapid growth because
of globalisation and also suggested that it can have adverse effects if not managed properly.
Stglitz also mentioned eight channels through which adverse effects take place.

(Dreher ,2006,2008) introduced KOF index of globalisation to analyse the impact of globalisation
on the economic growth of 123 countries, dividing globalisation index into Social,Political and
Economic globalisation indices. Robustness of the index has been checked by many researchers.

(Afzal,2007; Shaikh and Shah,2008)examined in their study the positive impact of globalisation
on macroeconomic performance. (Changand Lee, 2010) examined the impact on economic growth
of OECD countries, (Rao et al.,2011) for 21 low income African countries and (Leitão, 2012) for
American economy. (Aka,2006) assessed the relationship between openness and globalisation
on economic growth in Côte d’Ivorie, using VAR model.

(Mustascu and Fleischer, 2011) investigated globalisation in Romania and its impact on economic
growth of Romania, suggesting a unidirectional causality running from economic growth to
globalisation. (Morita et al., 2015; Iovitu et al, 2015) suggested globalisation as the engine for
economic growth. (Ray,2012) found similar results for India.
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The studies on the impact of globalisation on economic growth are numerous but the dynamic
nature of globalisation requires a time to time revaluation of the process and its effects that
follows. The aim of the present study is to fill the gap in limited literature in Indian context,
indicating the trends for the new phenomenon and policy frameworks.

Data

Annual rate of growth of GDP (GDPrt) of India has been taken for 46 years (1971-2016) from
the UNCTAD data centre. The three globalisation indices have been obtained from the KOF data
base of the Swiss Economic Institute. The components of the globalisation indices are Economic
Globalisation Index(EGI) (35%), Political Globalisation Index (PGI) (28%) and Social Globalisation
Index (SGI) (38%).

The data on economic integration consists of Actual flows (50%) and trade Restrictions (50%).
Actual flows are measured with the help of Trade, 23%; Foreign Direct Investment, 29%; Portfolio
investment, 27% and Income payments to foreign nationals, 22% (all in percentage of GDP).
Restrictions consists of the Hidden import barriers,20%; Mean tariff rate, 30%; Taxes on
International trade (in percentage of current revenue,24% and Capital account restrictions, 26%.

The data on Political engagement is assessed using the number of embassies in a country,
28%; Membership in international Organisations-34% and participation in the UN security Council
missions,32%.

The data on social globalisation is calculated on the basis of Data on personal contact (24%),
Data on information flows (39%) and the Data on cultural proximity (37%). Data on personal
contact is assessed using the outgoing telephone traffic-31%; Transfers (in percentage of GDP)
,9%; InternationalTourism, 1%; Telephone average costs of call to USA ,33% and Foreign
population (in percentage of total population), 26%.

Data on information flow is based on the telephone mainlines (per 1000 people), 18%; Internet
hosts (per capita), 15%; Internet users (as a share of populations),18%; Cable television (per
1000 people),16%; Daily newspapers (per 1000 people),16% and Radios (per 1000 people),17%.
Data on cultural proximity is based totally on the number of Mc Donald’s restaurant (per capita).

All indices range between 0 (not globalised) and 10 (globalised).

Methodology

Annual rate of growth of GDP is assumed to be a function of Globalisation index, ceteris
paribus.

          GDP
rate

 = f(GI) (i)

Where, GI is the overall globalisation index.

To test the effect of all the components, the following equation is used:

           GDP
rate

 = C+ 
1
EGI + 

2
PGI + 

3
SGI + 

where: C is a constant (intercept), GDPrateis the annual rate of growth of the GDP. EGI is the
Economic Globalisation Index, PGI is the Political GlobalisationIndex, SGI is the Social
Globalisation Index and 

1
, 

2
 and 

3
are their respective regression coefficients to be estimatedand

is the error term.

To check the stationarity of the model, Unit root Test is conducted with ADF test. The model is
estimated using OLS. Complying to the basic assumptions of OLS the model is checked for
the Auto-correlation and homoscedasticity. Further, Granger causality test is undertaken.
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Data has been processed using Eviews 9.0 software.

Results and Findings

The unit root test are results are as follows:

Table 1: Unit Root for with Augmented Dickey Fuller (ADF) test

Note: ***, **, *suggests stationary at 1%, 5% and 10% level of significance respectively.

GDPrate is found to be stationary at 1% level of significance with intercept at level. EGI is
stationary at 10% level of significance with intercept. PGI and SGI are stationary at 1% level
of significance with intercept at 1st difference.

Table 2: Results of OLS (1971-2016)

Standard errors are reported in parentheses. *, **, *** indicates significance at 90%, 95 % and 99%
level, respectively.

The model is statistically validated for a significance threshold of 5%, Prob (F-statistic) is
0.004263 < 0.005 and F-statistic (5.092586) > F

0,05;3,42
= 2.82704872.

EGI has a positive impact on GDP rate, the coefficient being 0.019063 and Prob of 0.0865
(<0.10) and a standard error of 0.112076. PGI too has a positive impact on GDP rate, its
coefficient is 0.179702 for a Prob of 0.0630 (<0.10) and a standard error of 0.094083. SGI has
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a negative validated influence on GDP rate, its coefficient is -0.076695 for a Prob of 0.0517
(<0.10) and a standard error of 0.117418.

The estimated equation is:

GDP
rate

 = -7.37555136267 + 0.0190632208029*EGI + 0.179702446524*PGI - 0.076694601847*SGI

Heteroskedasticity of errors is tested using the White test (Table 3).

Table 3: Heteroskedasticity Test: White

The value of obs*R-squared (8.978536) <x2
0,05;9=16.91897760, suggesting the model is homoscedastic

for a significance level of 5%.

Further the model is checked for autocorrelation (Table 4)

Table 4: Breusch-Godfrey Serial Correlation LM Test

The value of the obs* R-squared (0.472063) <x2
0,05;2 =5.99146455, meaning the null hypothesis is

accepted and errors are independent.

Table 5: Pairwise Granger Causality Tests

Based on the Probability values reported in the table 5, it can be suggested that Granger causality
runs one way from EGI to GDPRT, from PGI to GDPRT, PGI to EGI, SGI TO EGI and from PGI to SGI.
However, no bidirectional causality has been established. It is evident with the results that any changes
in PGI precede changes in GDPRT, EGI and SGI. Further, SGI predictably changes before EGI and
EGI before GDPRT
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Implications

The positive influence of economic globalisation on economic growth can be attributed to the
increased trade and commerce with the rest of the world. As an economy is globalising on
economic dimension, it is directly accounting for an increase in GDP  as the trade, inflow and
outflow of investments etc flourish.

The impact of political dimension on economic growth is related to India’s involvement in the
membership in various treaties and organisations, number of embassies. For instance, India
hosts 151 embassies/high commissions, and in addition there are 254consulates and 18 other
representations in India, signifying a high political globalised nation and hence providing better
avenues for trade and commerce to expand and hence an increased GDP.

One of the possible reason of negative influence of social globalisation index on economic
growth could be the phase of protectionism being followed by the developed nations. For instance,
restricting the to and fro flow of information, people and ideas from one nation to another which
is directly hampering the output of an economy.

Conclusion

The study intended to analyse the impact of all the aspects of globalisation on the economic
growth of India. Economic globalisation suggested by the flow of goods, capital and services
and information about the market exchanges. Political globalisation characterisedby the diffusion
of the government policies and memberships of countries in international agreements. And,
social globalisation characterised by the spread of ideas, people, information and cultural
similarities.

The economic dimension of globalisation is evidently affecting the economic growth positively
and significantly. It is because of the financial developments and significant contribution of
trade. The political dimension too affects the economic growth as the nature of the political
system of an economy goes hand in hand with the framing of the economic policies and
planning of an economy. However, social aspect of globalisation is found to have a negative
influenceon growth as it depends on aspects like international linkages, flow of information and
the cultural proximity.

With this comes the role of the policy makers to increase the benefits from globalisation by
drafting strategies and policies where the development of human capital can lead to increase in
the economic growth of the economy. This would also increase in the trade of innovation.

India indeed has benefitted from globalisation, which is also supported by the empirical evidence
form the study. India is an emerging nation, providing a pool of human resources,innovations,
goods and services to the rest of the world. More appropriate policies can be used to harness
the advantages of India’s position in the global society.

Many researchers have contributed to the investigation of impact of globalisation on economic
growth. However, still leaving the question of fate of globalisation in the post global financial
crisis era with a major setback to world trade in 2008. The question still remains unanswered
that whether nations are still moving towards globalisation or reversed their paths towards de-
globalisation. Giving a next phase to the research project.
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