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The Impact of Globalization on Economic Growth  
in Transition Countries 
 
Bojan  PEJOVIĆ* 
 
 

Abstract 
 
 The paper analyzes the impact of economic, social, and political components 
of globalization on the gross domestic product of transition countries. Available 
data from 1995 to 2018 were analyzed for two groups of European transition 
countries, divided according to geographical criteria into Western Transition 
(WT) countries and Eastern Transition (ET) countries. Based on the results of the 
panel ARDL approach, it was shown that economic and social globalization posi-
tively impact gross domestic product in both groups of countries in the long-run. 
In contrast, political globalization hurts the gross domestic product. Dumitrescu 
and Hurlin’s causality test showed that in WT countries, there is a significant cau-
sality from social globalization to gross domestic product and from social global-
ization to political globalization. In ET countries, there is significant causality 
from political globalization to economic and social globalization, while economic 
globalization causes gross domestic product.  
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Introduction 
 
 The link between economic development and globalization is high on the 
agenda of policymakers and academic researchers (Chang and Lee, 2010). A deeper 
understanding of globalization, its components, and its connections with economic 
development will enable more successful management and adaptation of national 
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economies to supranational trends. Globalization is a multidimensional process, 
so it is crucial to understand the connections between the specific components of 
globalization and economic growth. One component of globalization is economic 
globalization’s increasing interdependence of world economies due to increasing 
cross-border trade in goods and services, international capital flows, and the vast 
and rapid spread of technology (Shangquan, 2000). Due to the importance of 
the globalization process and the multidimensionality of the process, as well as 
the importance of the relationship with the economic growth of countries as 
a measure of globalization and its domains, different indicators are taken. The 
most significant globalization index used in numerous scientific works is the KOF 
globalization index published by the Swiss Economic Institute (Danish and Wang, 
2018; Didžgalvytė et al., 2019; Rahman, 2020; Shahbaz et al., 2018; Shittu et al., 
2020). The KOF globalization index is monitored de facto and de jure. De facto 
indices were used to show the research’s accurate picture, influences, and interde-
pendencies. 
 The KOF index includes three sub-indices that measure separately: economic 
globalization, social globalization, and political globalization. All sub-indices 
have the same specific weight, and each can be further divided into subgroups 
which are further divided into variables. Economic globalization includes trade 
and financial globalization. Globalization of trade is measured by trade in goods, 
trade in services, and diversification of trading partners. In contrast, financial glob-
alization is measured by foreign direct investment, portfolio investment, interna-
tional debt, international reserves, and international income. Social globalization 
includes interpersonal, informational, and cultural globalization. International 
traffic, transfers, international tourism, the number of international students, and 
migration measure interpersonal globalization. The use of broadband Internet 
measures the globalization of information, the number of international patents, 
and the export of high technology. Cultural globalization is measured by trade in 
cultural goods, personal services, international labels, and the number of interna-
tionally famous McDonald’s restaurants and IKEA stores. Political globalization 
is measured by the number of embassies, UN peacekeeping missions, and interna-
tional non-governmental organizations. Within each sub-indexes, groups of vari-
ables have the same weight, while the weight for each variable is different. This 
paper aims to analyze the impact of three sub-indices of globalization on gross 
domestic product per inhabitant in countries in transition, dividing the sample into 
two groups of countries according to geographic criteria. 
 Many studies analyze the impact of globalization on economic growth in coun-
tries around the world (ASEAN, OECD, EU-27, Visegrad Group, Sub-Saharan 
Africa). However, not all of these studies analyze the impact of globalization on 
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economic growth in transition countries. Countries in transition have gone through, 
and some are still going through, a turbulent period of organizational change 
and transition to a market economy. The impact of globalization and the potential 
benefits it offers are of particular importance to decision-makers in countries in 
transition due to the development gap behind Western market economies. Addi-
tionally, analyzing the impact of different components of globalization can be 
a reasonable basis for decision-making to stimulate further economic growth by 
improving specific aspects of globalization. 
 
 
1.  Literature Review 
 
 The impact of globalization on economic growth in the literature can be con-
sidered in different ways. The most common approaches to the analysis of a given 
problem are the research of the impact of globalization measured by some of the 
globalization indices, where in addition to the globalization index, the effect of 
some variables on the gross domestic product is also considered. The second type 
of research presents measured impacts of individual components of the globaliza-
tion index on gross domestic product. Applying both approaches, they want to 
investigate the relationships between the analyzed variables to give decision-makers 
recommendations on improving economic growth in countries. 
 Critical is the work of Dreher (2006), which investigates the impact of the glob-
alization index and its dimensions: economic, social, and political on the gross 
domestic product in 123 countries from 1970 to 2000. The results indicate that 
globalization has a positive effect on economic growth, while the impact of polit-
ical globalization is not significant. Fuinhas et al. (2019) in their work investigat-
ing the effect of financial market development and globalization on the economic 
growth of ten countries in the period from 1980 to 2015. By applying the ARDL 
approach in assessing long-run and short-run impacts, they determine that the 
KOF globalization index de facto and de jure has a statistically significant impact 
on the economic growth of the analyzed countries. Due to the existence of negative 
and statistically significant error correction coefficients, it is concluded that there 
is a cointegration between financial market development, globalization, and eco-
nomic growth. Meyer (2020) analyzes the cointegration between globalization and 
economic growth in the Visegrad Group countries from 1990 to 2019. In addition 
to the analyzed cointegration, two control variables were included in the research: 
domestic investment and the consumer price index (CPI). The analysis confirms 
a long-run relationship between the variables, where globalization and domestic 
investment, in the long-run, significantly affect economic growth with similar co-
efficient values. In the short-run, based on the Granger causality test, it has been 
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found that globalization causes economic growth, while there is a two-way link 
between investment and economic growth. A similar research approach was ap-
plied in these studies, but they do not deal with the analysis of transition countries, 
but the sample was selected based on other criteria. 
 One of the works that examines the relationship between economic growth, 
globalization, and the level of education in Romania for the period from 1990 to 
2011 concludes that there is a positive correlation between economic growth and 
the level of globalization, then globalization and education, as well as between 
economic growth and the level of education (Dima, 2014). Barry (2010), using 
data from 41 countries from 1995 to 2005, explores the relationships between 
globalization and other traditional growth factors such as trade, foreign direct 
investment, loans, aid, natural resources, corruption, and the rule of law. Research 
has shown that globalization has a positive, albeit statistically insignificant, impact 
on economic growth in sub-Saharan Africa. Ying et al. (2014), using a panel 
approach, explores the short-run impact and long-run balance between globaliza-
tion and growth in ASEAN countries between 1970 and 2008. It is concluded that 
globalization has a positive effect on economic growth, especially in terms of glob-
alization components, economic globalization has a positive effect on economic 
growth, and social globalization hurts economic growth. In contrast, political 
globalization has a negative, statistically insignificant impact. It is evident that 
depending on which country or group of countries is the subject of the researcher’s 
analysis, very different findings are reached. 
 Meraj (2013) analyzes the impact of globalization and trade openness on eco-
nomic growth in Bangladesh using the ARDL model and the Granger causality 
test. The results indicate a positive impact of globalization on economic growth. 
Ray (2012) examines the causal relationships between globalization and economic 
growth in India. The analysis showed a positive impact of private investment, 
openness, and human resources on gross domestic product. It is concluded that 
there is a two-way link between globalization and economic growth in India. 
Polasek and Sellner (2013) analyze the impact of globalization on economic growth 
in the EU-27 countries at the level of the NUTS-2 region in the period from 2001 
to 2006 using the spatial Chow-Lin procedure. The results indicate that most regions 
benefit significantly from globalization as measured by increased trade openness 
and foreign direct investment. In his paper, Moghaddam (2012) analyzes the 
impact of globalization measured by globalization indicators on economic growth 
in eight countries from 1980 to 2010. The analyzed countries (Brazil, China, India, 
South Korea, Malaysia, Singapore, Iran, and Turkey) show that the growth of 
foreign direct investment measured by the share in gross domestic product posi-
tively impacts foreign trade at the international and regional levels. 
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 Kilic (2015) tests the effects of economic, social, and political globalization on 
growth rates in developing countries and explores the causal relationships between 
variables. The analysis results indicate that the economic growth of the analyzed 
countries is positively affected by economic and political globalization, while 
social globalization has a negative impact. The existence of a two-way causal link 
between political and social globalization and economic growth and a one-way 
link between social globalization and economic growth has been established. 
Maqbool-ur-Rahman (2015) uses the KOF globalization index in its research, 
which includes globalization’s economic, social, and political components. Glob-
alization and economic growth encourage each other, and there is a two-way con-
nection between them in India, while a one-way connection is characteristic of 
Pakistan and Bangladesh. Political decision-makers are recommended to consider 
globalization as a factor of economic growth. Hasan (2019) investigates the im-
pact of globalization (general, economic, social, and political) on South Asia’s 
economic growth from 1971 to 2014. The results indicate that general, economic, 
and political globalization increases economic growth in the long-run. However, 
in the short-run, the components of globalization do not have a significant impact. 
Wen et al. (2016), on the example of 92 countries from 1970 to 2011, using the 
Pedroni cointegration test and a panel vector of autoregressive approach, explores 
the links between globalization and economic growth. The results show a weak 
cointegration between economic growth and general globalization, as well as 
when the components of globalization are considered. A two-way causality has 
been established between economic growth and the general index of globalization, 
economic and social globalization, while political globalization harms economic 
growth.  
 Although many studies examine the literature on the relationship between glob-
alization and economic growth, only a few existing studies investigate this issue 
using the example of some countries in transition. Furthermore, the main criticism 
of the existing studies is that they need to pay more attention to factors such as the 
degree of development of the country, the historical circumstances of develop-
ment, and closeness to Western countries. In addition, certain methodological 
flaws were observed in some studies that need to consider the heterogeneity of 
the analyzed countries. Since there is probably heterogeneity and cross-sectional 
dependence of the data, the appropriate methodology will be applied to obtain the 
most reliable results. To overcome the shortcomings mentioned above, this study 
will analyze both the short-run and long-run links between the components of 
globalization and the gross domestic product, as well as the analysis of Granger 
causality between variables, using the example of two subgroups of transition 
countries. 
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2.  Methodology 
 
 To investigate the impact of economic, social, and political globalization on 
the economic growth of transition countries, models were estimated for two groups 
of economies in transition, i.e. for Western Transition (WT) and Eastern Transition 
(ET) countries. 
 

 ,  ,   it it it itgdppc f eco soc pol            (1) 
 
where is i = 1, …, N, i t = 1, … T. 
 
where gdppc is gross domestic product per capita, eco is index of economic global-
ization, soc is index of social globalization, pol is index of political globalization, 
i represents the country, and t represents the time. 
 
 Panel ARDL models will be estimated for two groups of countries to analyze 
long-run relationships between variables based on Pesaran et al. (1999). 
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 The advantages of the chosen method are that it is suitable for analyzing long-
run relationships between variables, with pool mean group estimator and homo-
geneous long-run coefficients in the panel, regardless of whether the variables are 
stationary or integrated of the first order. Also, it includes a dynamic component, 
which is crucial in the analysis of the movement of the gross domestic product. In 
addition, it enables analysis of the impact in the short- and long-run. The ARDL 
panel approach was used by Attiaoui et al. (2017) to determine the relationship 
between renewable energy consumption, CO2 emissions, and economic growth, 
da Silva et al. (2018) used the same approach to investigate the determinants of 
renewable energy growth in sub-Saharan countries, while Onuoha et al. (2018) 
exploring the causal relationship between foreign direct investment (FDI) and 
macroeconomic variables. After a long-run relationship between variables was 
established to examine short-run effects, the Dumitrescu-Hurlin causality test was 
used based on Dumitrescu and Hurlin (2012). The difference from the standard 
Granger causality test is that the Dumitrescu-Hurlin test assumes heterogeneity of 
coefficients across observation units. A linear heterogeneous model is considered: 
 

   
, , , ,1 1

    
K Kk k

i t i i i t k i i t k i ti i
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             (3) 
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where is K ∊ N+ i K ∊ N* i     1 , ....,    k
i i i   i i ,  k

i  i  k
i  represent the 

constant, the lag parameter, and the slope coefficient, respectively. The null and 
alternative hypotheses are defined as follows: 
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 The null hypothesis claims that no causality exists in any observation unit, 
while the alternative hypothesis claims that there is at least one causal link in 
the panel data. Due to the frequent occurrence of interdependence in the panels, 
Pesaran’s cross-sectional dependence (CD) test was conducted (Pesaran, 2004). 
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                (5) 

 
where ˆ

ij  represents the correlation coefficients between the data for each obser-

vation. H0 is tested: There is no dependency among the countries in the panel; 
H1: There is a dependency among the countries in the panel. A coefficient homo-
geneity test was performed based on Pesaran and Yamagata (2008) and Blomquist 
and Westerlund (2013), where the null hypothesis is tested that the slope coeffi-
cients are equal across observation units, as opposed to the alternative that the 
slope coefficients are different. 
 
 
3.  Results and Discussion 
 
 The paper investigates the impact of globalization’s economic, political, and 
social components on the economic growth of transition countries. The analysis 
covers the period from 1995 to 2018 due to the availability of data and a period 
characterized by relative stability and progress for transition countries. For a more 
detailed analysis, countries in transition are divided into two groups according to 
the geographical criterion of proximity to developed Western countries, according 
to the findings of Pejović (2006). The first group consists of those countries that 
are geographically closer to the West – WT countries, while the second group 
consists of countries that are to the East – ET countries. The first group of coun-
tries consists of the Czech Republic, Estonia, Croatia, Hungary, Lithuania, Latvia, 
Poland, Slovakia, and Slovenia. In contrast, the second group of countries consists 
of Albania, Bulgaria, Bosnia and Herzegovina, Belarus, Moldova, Northern Mace-
donia, Montenegro, Romania, Russia, Serbia, and Ukraine. The variables used in 
the paper are given in Table 1. 
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T a b l e  1  

Variables Used in the Analysis 

Symbol  Variable Source 

gdppc GDP per capita (constant 2010 USD) World Development Indicators 
eco Economic Globalisation, de facto KOF Swiss Economic Institute 
soc Social Globalisation, de facto KOF Swiss Economic Institute 
pol Political Globalisation, de facto KOF Swiss Economic Institute 

Source: Author. 

 
 Data on globalization’s economic, social, and political components were taken 
from the KOF Swiss Economic Institute (Gygli et al., 2019). The paper used de 
facto indicators, and Table 2 shows descriptive statistics for the two groups of 
analyzed transition countries. Average gross domestic product values and indices 
of economic, social, and political globalization are higher in WT countries. The 
average gross domestic product in WT countries is more than 2.5 times higher 
than in ET countries, so this classification corresponds to the division according 
to the level of development. The coefficient of variation of the gross domestic 
product is higher in ET countries, as are the coefficients of variation of the index 
of all components of globalization. 
 
T a b l e  2  

Descriptive Statistics 
 

Variable Obs Mean Std. Dev. Min Max 

WT countries gdppc 216 14062.201 4708.091 5147.244 26760.484 
eco 216 72.116 10.271 39.472 85.893 
soc 216 74.071 7.948 50.188 85.432 
pol 216 77.063 12.762 40.782 93.586 

ET countries gdppc 264 4943.635 2437.787 870.205 11844.439 
eco 264 58.517 10.486 29.266 80.315 
soc 264 62.448 10.605 38.688 80.729 
pol 264 67.912 19.153 26.822 92.686 

Source: Own calculations. 

 
 Based on the presentation of the correlation matrix in Table 3, we can observe 
a positive correlation between all analyzed variables for both groups of countries. 
Positive correlation coefficients are expected because all variables in the general 
case represent indicators of a country’s development. All correlation coefficients 
for both groups of countries are less than 0.8, which is a desirable feature that 
indicates the absence of multicollinearity problems in further research. In WT 
countries, there is a high correlation of 0.786 between social globalization and 
gross domestic product, while in ET countries, the correlation coefficient is 0.6. 
There is also a high correlation of 0.698 and 0.772 between the social and eco-
nomic globalization indices for both groups of countries. 
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T a b l e  3  

Correlation Matrix 

 Variables (1) (2) (3) (4) 

WT countries (1) gdppc 1    

(2) eco 0.447 1   

(3) soc 0.786 0.698 1  

(4) pol 0.435 0.17 0.469 1 

ET countries (1) gdppc 1      

(2) eco 0.335 1   

(3) soc 0.6 0.772 1  

(4) pol 0.524 0.246 0.325 1 

Source: Own calculations. 

 
 Based on the results of Pesaran’s CD test shown in Table 4, it can be concluded 
that there is cross-sectional data dependence for all variables for both groups of 
countries. Identification of cross-sectional data dependence will determine the 
choice of unit root test. The consequences of cross-sectional data dependence are 
reflected in the fact that a sudden shock to any of the analyzed variables in one of 
the countries will affect the variables in other countries. 
 
T a b l e  4  

Pesaran CD Test 
 

Variable CD-test p-value corr abs(corr) 

WT countries gdppc  28.36 0.000 0.965 0.965 
eco  27.13 0.000 0.923 0.923 
soc  28.72 0.000 0.977 0.977 
pol  24.71 0.000 0.841 0.841 

ET countries gdppc  34.43 0.000 0.948 0.948 
eco  29.31 0.000 0.807 0.807 
soc  34.94 0.000 0.962 0.962 
pol  30.92 0.000 0.851 0.851 

Source: Own calculations. 

 
 A test of homogeneity of slopes was also conducted to select an appropriate 
unit root test. The null hypothesis that the slope coefficients are homogeneous is 
rejected for both groups of countries. Therefore, the coefficients are heterogeneous, 
according to the test results shown in Table 5. 
 
T a b l e  5  

Slope Coefficient Homogeneity Test 
  

Delta p-value 

WT countries 
 

  8.016 0.000 
adj.   9.009 0.000 

ET countries 
 

16.759 0.000 
adj. 18.836 0.000 

Source: Own calculations. 
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 After determining the interdependence of data and heterogeneity of coeffi-
cients in testing the existence of a unit root, Pesaran’s unit root test will be used, 
which is robust to the existence of interdependence and heterogeneity in the panels. 
For a more detailed analysis, the results of unit root tests for 0, 1, and 2 lags are 
presented for original and differentiated data. Based on the test results for WT 
countries, it can be seen that the condition that all series are stationary at the level or 
the first difference is met (Table 6). Based on the results shown in Table 7 for the 
ET group of countries, all data are also stationary at the level or first difference. 
 
T a b l e  6  

Pesaran’s Unit Root Test for WT Countries 

Variable Level First difference 

 lags Zt-bar p-value Zt-bar p-value 

gdppc 0   0.265 0.605   –2.611 0.005*** 
gdppc 1 –2.594 0.005***   –1.258 0.104 
gdppc 2 –0.026 0.490   –0.860 0.195 
eco 0 –5.656 0.000*** –10.225 0.000*** 
eco 1 –4.055 0.000***   –7.235 0.000*** 
eco 2 –1.091 0.138   –3.400 0.000*** 
soc 0 –1.911 0.028**   –9.642 0.000*** 
soc 1 –1.828 0.034**   –5.044 0.000*** 
soc 2 –1.206 0.114   –3.539 0.000*** 
pol 0 –1.133 0.129   –7.964 0.000*** 
pol 1 –1.834 0.033**   –6.587 0.000*** 
pol 2 –0.595 0.276   –4.293 0.000*** 

Source: Own calculations. 

 
T a b l e  7  

Pesaran Unit Root Test for ET Countries 

Variable Level First difference 

 lags Zt-bar p-value Zt-bar p-value 

gdppc 0 –1.295 0.098*   –7.216 0.000*** 
gdppc 1 –0.560 0.288   –4.801 0.000*** 
gdppc 2   0.990 0.839   –2.413 0.008*** 
eco 0 –4.905 0.000*** –11.164 0.000*** 
eco 1 –3.595 0.000***   –6.291 0.000*** 
eco 2 –2.481 0.007***   –4.671 0.000*** 
soc 0 –2.388 0.008*** –10.673 0.000*** 
soc 1 –0.872 0.192   –4.836 0.000*** 
soc 2 –0.928 0.177   –1.642 0.050** 
pol 0 –3.248 0.001***   –9.569 0.000*** 
pol 1 –2.310 0.010**   –5.609 0.000*** 
pol 2 –2.252 0.012**   –2.196 0.014** 

Source: Own calculations. 

 
 Kao and Pedroni cointegration tests were conducted to examine the cointegra-
tion among the variables for the analyzed groups of countries. For WT countries, 
based on both conducted tests, it can be concluded that there is a cointegration 
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relationship between the variables. For the ET group of countries, based on the 
Kao cointegration test with a significance of 10%, there is cointegration, while 
based on Pedroni’s cointegration test, the modified Phillips-Perron t statistic cor-
responds to the existence of cointegration. In summary, there is cointegration for 
both groups of countries, and the significance of the error correction coefficients 
in the estimated models will verify. 
 
T a b l e  8  

Cointegration Tests 

  WT countries ET countries 

    Statistic p-value Statistic p-value 

Kao test 

Modified Dickey-Fuller t 1.228 0.110   1.132 0.129 
Dickey-Fuller t 1.894 0.029   1.261 0.104 
Augmented Dickey-Fuller t 0.280 0.390   1.697 0.045 
Unadjusted modified Dickey-Fuller t  1.238 0.108   1.417 0.078 
Unadjusted Dickey-Fuller t 1.906 0.028   1.573 0.058 

Pedroni test 
Modified Phillips-Perron t 2.801 0.002   1.855 0.032 
Phillips-Perron t 3.040 0.001 –0.207 0.418 
Augmented Dickey-Fuller t 4.373 0.000   1.042 0.149 

Source: Own calculations. 

 

 After confirming the existence of the cointegration relationship, the corre-
sponding PMG-ARDL models were estimated. The PMG-ARDL model for WT 
countries is presented in Table 9.  
 
T a b l e  9  

PMG-ARDL Model for ET Countries 

Variable  Coefficient Standard Error p-value 

Long-Run Equation  

eco    804.995*** 209.166 0.000 
soc    318.539***   75.910 0.000 
pol  –288.115*** 104.109 0.006 
Short-Run Equation  

ECT       –0.093**       0.039 0.017 
D(eco)       27.427     23.308 0.239 
D(soc)       96.864***     24.159 0.000 
D(pol)     –13.725     37.619 0.715 
Constant  –4257.626** 2053.414 0.038 

Source: Own calculations. 

 

 For the WT countries, it is observed that in the long-run, the growth of eco-
nomic globalization has a strong positive effect on the gross domestic product 
per capita, with a significance of 1%. Also, the impact of social globalization on 
gross domestic product is positive and significant but with a lower coefficient than 
economic globalization. Political globalization has a negative impact in the long-
run, with a significance of 1%. The error correction coefficient is statistically 
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significant with an error risk of 1% and has a negative sign, thus fulfilling the 
required condition. The value of the error correction coefficient of –0.093 shows 
that after the shock, the model returns to equilibrium by 9.3% during each period. 
In the short-run, only social globalization has a statistically significant and positive 
impact on gross domestic product per capita. 
 The estimated PMG-ARDL model for ET countries is shown in Table 10. 
Based on the estimated model, in the long-run, political and social globalization 
have a positive and significant impact with a significance of 1%. In comparison, 
the impact of economic globalization on gross domestic product per capita is neg-
ative and statistically significant, with a significance level of 10%. The impacts of 
individual components of globalization for ET countries are in the same direction 
as for WT countries, so economic and social globalization have a long-run positive 
impact on gross domestic product. In contrast, political globalization has a nega-
tive impact in both groups of countries. The error correction coefficient is negative 
and statistically significant at 10%. The model returns to equilibrium by 5.3% over 
time. In the short-run, the gross domestic product per capita level is significantly 
positively influenced by social globalization, with a significance of 5%. In com-
parison, the impact of political globalization is positive and significant, with a risk 
of error of 10%. 
 
T a b l e  10  

PMG-ARDL Model for ET Countries 

Variable  Coefficient Standard Error p-value 

Long-Run Equation  

eco  113.795* 59.314 0.056 
soc      313.617*** 28.435 0.000 
pol    –276.355*** 69.996 0.000 
Short-Run Equation  

ECT   –0.053*     0.029 0.071 
D(eco) –10.540     7.768 0.176 
D(soc)   25.937**   11.449 0.024 
D(pol)   43.493*   26.193 0.098 
Constant  407.306 254.732 0.111 

Source: Own calculations. 

 
 Based on the Dumitrescu and Hurlin causality test shown in Table 11, we want 
to examine the causality between the variables for both groups of analyzed coun-
tries. The test was performed for the first data differences due to the requirement 
that all series for which the test is performed be stationary. Starting from the null 
hypothesis, which claims that there is no Granger causality between the variables, 
based on the tilde Z-bar and p-value, we conclude that for WT countries, there 
is causality in the direction of social globalization to gross domestic product per 
capita, as well as from social globalization to political globalization. 
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T a b l e  11  

Dumitrescu and Hurlin Causality Test 

Null hypothesis: 
WT countries ET countries 

Z-bar tilde p-value Z-bar tilde p-value 

H0: deco does not Granger-cause dgdppc.   0.314 0.753   2.168 0.030** 
H0: dsoc does not Granger-cause dgdppc.   2.640 0.008*** –0.131 0.896 
H0: dpol does not Granger-cause dgdppc. –1.433 0.152   1.247 0.212 
H0: dgdppc does not Granger-cause deco.   0.592 0.554   0.420 0.675 
H0: dsoc does not Granger-cause deco. –0.154 0.877   0.448 0.654 
H0: dpol does not Granger-cause deco.   1.308 0.191   3.186 0.001*** 
H0: dgdppc does not Granger-cause dsoc. –1.255 0.209   0.781 0.435 
H0: deco does not Granger-cause dsoc.   1.441 0.150 –0.444 0.657 
H0: dpol does not Granger-cause dsoc.   1.553 0.120   3.076 0.002*** 
H0: dgdppc does not Granger-cause dpol. –0.957 0.338 –0.825 0.409 
H0: deco does not Granger-cause dpol. –0.002 0.998   1.203 0.229 
H0: dsoc does not Granger-cause dpol.   5.471 0.000***   0.067 0.946 

Source: Own calculations. 

 
 For ET countries, it is observed that there is causality from political glo-
balization to social and economic globalization, as well as causality from social 
globalization to gross domestic product per capita. For WT countries, social glob-
alization, which includes interpersonal, informational, and cultural globalization, 
causes gross domestic product and the index of political globalization. Conversely, 
political globalization causes economic and social globalization in ET countries. 
Additionally, economic globalization causes gross domestic product only in ET 
countries. 
 The division of countries according to geographic criteria corresponds to the 
division into more developed and less developed transitional countries, so that the 
conclusions can be generalized about the level of development of the analyzed 
countries. With the limitations that every generalization entails, political globali-
zation causes social and economic globalization for countries with a lower level 
of development and indirectly affects the gross domestic product. In countries with 
a higher level of development, social globalization directly causes political glob-
alization and gross domestic product. 
 
 
Conclusion 
 
 The paper analyzes the impact of social, economic, and political globalization 
on the gross domestic product of transition economies from 1995 to 2018. Econ-
omies in transition are divided into two groups based on geographic criteria, 
namely the first group of countries that are closer to the West – WT countries and 
the second group of countries that are closer to the East – ET countries. The paper 
uses the panel ARDL approach to investigate globalization’s long- and short-run 
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impacts on gross domestic product per capita. The Dumitrescu and Hurlin causal-
ity test was conducted to examine causal relationships between variables for both 
groups of countries. Among the data, the existence of interdependence for both 
groups of countries was determined, which means that any change in some of the 
analyzed variables in one of the countries will have an impact on other countries. 
Namely, it was confirmed that there is a dependence concerning the influence of 
some factors common to the group of countries. After analyzing the stationarity of 
the data and determining cointegration, the panel ARDL model was estimated for 
each group of countries. The models were estimated using the pool mean group 
estimator for both groups of countries, assuming that long-run coefficients are 
homogeneous within the same group of countries. 
 The analysis results for both groups of countries show that, in the long-run, the 
level of social and political globalization significantly positively affects the gross 
domestic product per capita. In contrast, the influence of political globalization, 
in the long-run, is significant and negative. The social and political component of 
globalization has a significant impact in both groups of countries with a risk of 
error of 1%, while the impact of economic globalization in ET countries is signifi-
cant with a risk of error of 10%, and in WT countries with a risk of error of 1%. 
In the short-term, the impact of social globalization on gross domestic product is 
significant in both groups of countries. In contrast, the impact of political globaliza-
tion is significant only in ET countries, with an error risk of 10%. All countries in 
transition can stimulate economic growth in the long-run by increasing the degree 
of social and economic transition, so it is recommended that decision-makers 
focus on these components. The social component of globalization is additionally 
essential because, even in the short-term, it significantly affects the increase of 
the gross domestic product in both groups of countries. By encouraging social 
globalization, decision-makers can stimulate economic growth in the short- and 
long-term. 
 Dumitrescu and Hurlin’s causality analysis shows that WT countries have uni-
directional causal relationships between social globalization, gross domestic product, 
and political globalization. Namely, social globalization causes gross domestic 
product and political globalization. In ET countries, there are unidirectional causal 
relationships from political globalization to economic and social globalization and 
from economic globalization to gross domestic product. In summary, while in WT 
countries, the fundamental causality starts from social globalization, in ET coun-
tries, political globalization causes economic and social globalization. 
 The study results for both groups of analyzed transition countries are from the 
research by Wen et al. (2016), where the positive impact of social and economic 
globalization and the negative impact of political globalization on the gross 
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domestic product was determined. Additionally, the positive impact of economic 
and social globalization is consistent with the results of Chang and Lee (2010) for 
OECD counties. However, the results of political globalization are different. Also, 
the positive impact of economic globalization on economic growth corresponds to 
previous conclusions reached by Ying et al. (2014). 
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