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ABSTRACT 
 
 Access to international markets, transmition of global knowledge and innovations from developing 
countries, utilizing the comparative advantages and risk reduction is usually mentioned as the advantages of 
globalization. The main objective of this study is to examine the impact of globalization on economic growth in 
the context of a panel data model for the 9 selected countries of OPEC during 2000 to 2009, according to the 
findings, the indicators of economic  globalization i.e.foreign direct investment, and openness reveal a negative 
effect appositive impact on economic growth respectively. Furthermore social globalization shows a positive 
effect on economic growth .But the impact of political index (measured bymembership in international 
organizations) on economic growth is negative. 
 
Key words: Globalization, Economic Growth, OPEC, Panel Data 
 
Introduction  
 
 We live in an era in which “globalization” is one 
of the key concepts and is repeated over and over 
again by scholars and experts in different fields. This 
term is one of the most frequently used words in the 
areas of economics, politics, society, communication 
and the media and has turned into a topic which is 
discussed about on a daily basis [26].  
 More than being the beginning of a new trend, 
globalization is the institutionalization and 
stabilization of norms in the individual, national and 
international realms. It is a movement towards the 
concept of congruent interpretations in social realms 
(in human relationships), in political realms (in 
imposing power), and in economic realms (in 
manufacturing and distribution). Economic, political, 
and social realms are like circles that are separated 
from one another but have the same axis. Although it 
is difficult to measure the size of globalization 
processes, it could be said that the phenomenon of 
globalization has multiple and expansive dimensions 
in many different areas. Concerning the attempts to 
define the concept of globalization, there have been 
some optimistic ideas that this process will increase 
interactions between different global players, 
enhance fundamental progress in the areas of 
communications, eliminate trade obstacles, rapidly 
grow economies, enhance quality of life, speed up 
innovations, enhance technology, and create more 
opportunities for everyone. Technological, cultural, 
social, and economic advances have made 
fundamental changes to humanity’s living 

environments. The increasing cultural interactions, 
expansion of an integrated global economy, and 
demands for sustainable development have posed 
significant challenges to human environments and 
human societies. It is not possible to say 
geographical or political boundaries are still 
separating nations, as the world has turned into a 
network of human interactions that does not have any 
borders. Globalization is rooted in increasing 
development and progress of sciences and 
particularly information and communication 
technologies. Achievements in information and 
communication technologies and the comprehensive 
development of technology in these sectors have 
made dramatic changes to traditional human 
interactions as they have entered into totally new 
realms. On this basis, it could be claimed that 
globalization is a gradual process for which one 
cannot find a starting point, but it was strengthened 
and became tangible when human innovations led to 
emergence of advanced technical and technological 
instruments [25].  
 McGraw, in his definition of globalization, 
discusses the issue of mutual interactions between 
societies and defines globalization as the increase in 
the number of ties and mutual interactions that 
expand beyond governments (and thus societies) and 
form the new global regime. This article uses the 
data pertaining to nine OPEC member states 
(Algeria, Iran, Kuwait, Nigeria, Qatar, Saudi Arabic, 
Ecuador, Angola, and Venezuela)in the period 
between 2000-2009 in order to test the following two 
hypotheses: 
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 a. Globalization has affected economic growth 
in selected OPEC countries (from economic, social, 
and political perspectives).  
 b. Different dimensions of globalization 
(economic, social, and political) leave different 
effects on economic growth of selected OPEC 
countries. 
 This article is in 5 parts. After the first part, 
which is the introduction, theoretical foundations and 
background of empirical studies are presented in part 
2. Part 3 deals with empirical findings of the study. 
Part 4 includes the conclusion and part 5 includes the 
policy recommendations of the study.  
 
2. Review of Literature: 
  
2.1 Theoretical Foundations: 
 
 Global is a term that has been used since 400 
years ago and terms like globalization, globalism, 
globalizing started to be used in the 1960s [20]. 
Globalization and globalizing might seem to be 
synonyms at first glance, but they connote different 
meanings and they also differ in their applications 
and in the instruments that they try to convey. 
Globalization embodies a sort of determination and 
intention and attempts to imply that globalization is a 
tangible and unavoidable necessity. Globalizing, 
however, refers to another reality, i.e. it is a project 
that is prepared by global institutions (such as 
International Monetary Fund (IMF) and the World 
Bank (WB)), and a number of rich countries headed 
by the US and it tries to continue the economic, 
political, and military hegemony of these countries 
over the rest of the world [8].  
 Globalization refers to the phenomenon through 
which national economies are extended and are 
influenced by transnational economies. IMF defines 
globalization as a more extensive and deeper 
integration. In other words, it considers globalization 
the development of mutual economic dependency of 
all countries around the world through the increase in 
the size and diversity of goods, services, and capital 
flow beyond borders and through vaster and more 
expansive distribution of technology [21].  
 The theory of globalization believes that 
distances will eliminate and glocalization will gain 
more prominence. Robertson [24] asserts that 
globalization will make everything to be global, 
central, and marginal and calls this glocalization.   
 Dreher provided an index for globalization that 
included economic integration, political integration, 
and global social integration. Using the combined 
index of globalization, Dreher claims that there is no 
definite evidence to confirm the hypothesis of 
efficiency and compensation.  
 This article aims to investigate the effect of 
globalization on economic development from the 
economic, social, and political perspectives. From 
the viewpoint of economy, globalization means the 

long-term flows of goods, capital inventory, services, 
as well as information and observations that 
accompany market trades. The changes pertaining to 
globalization are more vivid in the area of economy. 
The deepening of the mutual dependency between 
national economies, integration of financial markets, 
expansion of trade exchanges, elimination of certain 
rules, tariffs, and commercial supporting rules and 
regulations along with the establishment of such 
institutions as World Trade Organization (WTO) –
which aim to expand and facilitate international 
trade- are all manifestations of economic 
globalization [18]. From the social perspective, 
globalization is the expression of ideas, information, 
theories, and perspectives of people. From the 
political viewpoint, it is the behaviours that are 
displayed through expansion of governments’ 
policies [7].  
 
2.2. Empirical Background of the Study: 
 
 Nuno Carlos Leitão, analysedthe relationship 
between cultural globalization and economic growth 
for the Portuguese experience for the period 1995-
2011using panel data. The initial GDP per capita is 
negatively correlated with economic growth. This 
result is according to theoretical and empirical 
studies. The results show that international trade and 
cultural globalization promote the economic growth. 
As expected the inflation has a negative impact on 
economic growth. 
 Motefaker Azad and Sojoodi [19] in an article 
titled “investigation of the simultaneous effect of 
foreign trade and foreign direct investment on 
economic growth in Organization of Islamic 
Conference (OIC) member states” used the statistical 
data pertaining to 34 OIC member states between 
1991 and 2009 to estimate production function in 
these countries using panel data method.  This study 
tested Bhagwati’s theory, which states that the 
increase in the degree of trade freedom will increase 
the positive effect of FDI on economic growth. The 
results of the study were indicative of simultaneous 
and positive effect of FDI and degree of trade 
freedom on the economic development of the 
selected countries.  
 Najarzadeh and Rahimzadeh in their article titled 
“assessment of the effect of Internet on economic 
development in selected countries: Panel co-
integration approach”, examined the data pertaining 
to 140 different countries over the period between 
1995 and 2010. Based on the findings, access to the 
Internet, capital inventory, work force, openness of 
economy of a country, and educational expenditure 
per capita all have positive and significant effects on 
GDP per capita while inflation and government’s 
expenditure costs have negative effects.  
 Manizheh Falahaty and Siong Law, analysedThe 
Effect of Globalization on Financial Development in 
the MENA Region. Their paper provides new 
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evidence that sheds light on the effect of 
globalization on financial development using data 
from 9 MENA countries over the period 1991–2007. 
The empirical results based on the Panel-data Vector 
Auto regression and Fully Modified Ordinary Least 
Squares methods reveal that globalization affects 
financial development and economic growth in the 
MENA region while globalization does not play any 
role in institutional reforms, which promote financial 
development and economic growth. Hence, 
governments can play a crucial role in improving the 
necessary economic conditions for the benefits of 
globalization to be felt in the MENA region. Also 
institutional reform policies can be important for 
policy makers who are attempting to accelerate 
globalization and financial development. 
 Fengbao Yin and Shigeyuki Hamori, analyzed 
Economic Openness and Growth in China and India: 
A Comparative Study. They examine the Melo-Vogt 
hypotheses and compares the effects of economic 
openness in China and India. The two defining 
characteristics of this paper are the addition of a 
cross term containing the economic globalization 
index to the traditional import demand function 
model, and testing for co-integration between 
variables using Hansen’s method that considers 
structural change. The results indicate that increasing 
economic openness has had a greater impact on the 
economy in China than in India. 
 Zaheer Khan Kakar et al., study about 
Globalization and Economic Growth: Evidence from 
Pakistan. They attempt to review the nature of 
relationshipbetween economic growth and 
globalization in Pakistan for the period 1980-2009 by 
employing thetime series data. Co-integration and 
error correction technique are used to determine the 
long run effectof globalization on economic growth. 
The results indicate that globalization can be a useful 
tool foreconomic growth for a developing country 
like Pakistan. 
 Andreas Bergh and Therese Nilsson, study a 
bout Globalization and Absolute Poverty – A Panel 
Data Study from more than 100 countries around the 
world from 1988 through 2007, they examine the 
relationship between economic and social 
globalization and absolute income poverty ex post. 
They use the globalization index developed by 
Dreher [7] and the World Bank poverty estimates. 
Using a fixed-effect panel based on five-year 
averages and using a “long run” first difference 
regression, they find a robust negative correlation 
between globalization and poverty. They further 
examine mechanisms and robustness by separately 
analysing the effects of components of economic 
(trade flows and trade policies) and social 
globalization (information flows, personal 
contact and cultural proximity) respectively, 
controlling for growth, education, inflation, 
urbanization, and government consumption. Results 
suggest that information flows and more liberal trade 

restrictions are robustly negatively correlated with 
absolute poverty. While growth decreases poverty in 
the long run, only a small part. 
 Parisa Samimi & Guan Choo Lim & Abdul Aziz 
Buang, Study about Globalization Measurement: 
Notes on Common Globalization Indexes, 
 They compare the indexes with respect to some 
criteria. Their survey concludes that selection of a 
good globalization indexes for the study depends on 
the objectives and the sample of the study. The 
findings of this study can help researchers as a guide 
line to select best index for their studies or develop 
new and bettermeasurement. 
 Amin Haghnezhad in a study titled “the 
correlation between economic growth and 
government size in selected OPEC member states: a 
multiple variance analysis using data panels”, 
investigated 9 OPEC member states over the 1970-
2006 period, using econometric methods including 
panel co-integration test and generalized method of 
moments (GMM). The results indicated that inflation 
and oil incomes have negative and significant effects 
on economic growth in the non-oil sector. The effect 
of economic openness on economic growth is 
statistically insignificant. Inflation and economic 
openness of economy have negative and significant 
effects on government size, while there is a positive 
and significant effect for oil incomes.  
 Sepideh Ohadi Isfahani’s  study was the analysis 
of the effect of globalization on income distribution 
in selected developing countries. Using panel data 
and statistical population that was equal to selected 
developing countries in the period between 1985 and 
2004, she concludes that inequality and income level 
per capita are correlated in a third degree function. 
This result is not in contradiction with the Kuznets 
theory but is actually an expansion of it. U 
correlation is a reverse correlation between income 
distribution and FDI, rate of freedom, and integration 
index of international trade.  
 Jin [14] studied “the correlation between 
economic growth and degree of trade freedom”. 
Results of this study indicated that there is a negative 
correlation in the short-term but there is no 
correlation in the long-term.  
 Masoomeh Alipoorian’s [19] study was an 
“analysis of the effect of trade freedom on economic 
growth in OPEC member states” using panel data.  
Results demonstrated that freedom of trade leave a 
positive effect on economic growth and exportation 
leave a negative effect on economic growth of these 
countries.  
 Ram & Zhang conducted an empirical study to 
express the correlation between economic growth 
and FDI in the 1990s and their sample was a global 
one. They found out that FDI flow usually for the 
low-income and average-income countries. They 
proved that the correlation between FDI and 
economic growth was most often positive in the 
1990s for the host countries [23].  
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 Dollar & Kraay [5] used a method in which a 
comparison was made between selected countries 
that were exposed to trade freedom reforms and 
selected countries that had not undergone such 
reforms and the differences were attributed to reform 
programs. It is obvious that the countries that are 
being compared need to have more or less similar 
economies. This method was used to investigate the 
effects of globalization on economic growth in the 
developing countries in 1980s and 1990s. First, the 
two indices of globalization, i.e. the ratio of trade to 
gross domestic product (GDP) and the average rate 
of tariffs, were used to rank the 73 developing 
countries that were under study and then one third of 
these countries with the highest indices were 
selected. The first group, the second group, and the 
countries common to both groups formed the third 
group of global countries. Then, the average rate of 
economic growth in these countries was compared 
with the others. Results indicated that globalized 
counties have higher economic growth.  
 Garrett [10] demonstrated that globalization 
reduced foreign investment in poor countries.  
 Greenaway et al. [11] too used an econometric 
method to show the strong correlation between trade 
and growth.  
 De Mello [4] conducted a study on selected 
OECD countries and non-OECD countries and used 
an analysis over the period between 1970 and 1990 
to investigate the effect of FDI. The study concluded 
that FDI leaves positive effect on economic growth 
in these countries only if foreign investment is 
complementary to domestic investment.  
 Human et al. used Generalized Least Squares 
(GLS) technique to estimate panel data regression, 
using the data pertaining to 74 countries over the 
1970-1989 period to investigate the effects of 
common trade such as trade freedom on economic 

growth and technological development on economic 
growth.  
 
3. Empirical Findings of the Study: 
 
3.1. Study Data and the Method of Analysis: 
 
 This study investigates the effect of 
globalization on economic growth of selected OPEC 
countries using the data pertaining to 2000-2009 
period. In order to collect data and to prepare the 
review of literature, the scientific database of the 
WB, Central Bank of the Islamic Republic of Iran as 
well as related books, journals, and library 
documents are used.  
 It should be mentioned that in order to 
investigate the economic dimension of globalization, 
the two indices of OPEN, i.e. degree of openness of 
economy, and FDI, i.e. foreign direct investment. To 
investigate globalization from the viewpoint of social 
dimension, the three indices of INT (Internet access 
index), TEL (phone access index) and TUR 
(international tourism access index) are considered.  
 In order normalize the data, the social indices 
are normalized by the following 
equation:

𝑋𝑋𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 −𝑋𝑋𝑚𝑚𝑚𝑚𝐶𝐶
Xmax −Xmin

×100 
 Then in order to find the social-globalthe three 
social indicesare combined with equal weights. 
 In order to study the political dimension, the 
index of being a member of an international 
organization (MIO) is used. Rate of GDP growth per 
capita, which is the independent variable in the 
models, is also used as the index of economic 
growth. Table 1. Provides a list of all variables and 
their definitions along with sources from which the 
statistics and data are taken. Analysis of the data is 
done using Panel Data method and e-Views,version 
6.  

 
Table 1: 

Definitions Data Source Variable 
Annual percentage growth rate of GDP 

per capita based on constant local 
currency. 

World Bank(2013) PGDP(per capita gross domestic 
growth,annual.% of GDP) 

Sum of exports and imports of goods and 
services measured as a share of GDP. 

World Bank(2013) Openness 

Sum of the absolute values of inflows and 
outflows of foreign direct investment 
recorded in the balance of payments. 

World Bank(2013) FDI(foreign direct investment,net 
inflows,annual,%of GDP) 

Telephone lines connecting a customer's 
equipment to the public switched 

telephone network. 

World Bank(2013) TEL(Access to telephone lines) 

Internet users are people with access to the 
worldwide network. 

World Bank(2013) INT(Access to internet users) 

Sum of arrivals and departures. World Bank(2013) TUR (Access to international tourism) 
The average of access to telephone lines 
and access to internet users and access to 

international tourism. 

World Bank(2013) SG (Aggregate Social Globalization Index) 

Absolute number. EXXUN.COM MIO(Membership in international 
organization) 
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3.2. Introducing Empirical Models of the Study: 
 
 Based on previous studies and the objectives of 
this research, the following equations are considered 
to investigate the effect of globalization on economic 
growth from social, economic, and political 
perspectives: 
 

1 2it it it it it it itPGDP FDI OPEN Uα β β= + + +  
1 2 3it it it it it it it it itPGDP TEL TUR INT Uα β β β= + + + +  

1it it it it itPGDP MIO Uα β= + +  
1 2 3 4it it it it it it it it it it itPGDP FDI OPEN SG MIO Uα β β β β= + + + + +  

 
 Equation1. Pertains to the effects of 
globalization variables from economic viewpoint, 

Equation 2. Pertains to the effects of globalization 
variables from social viewpoint, and Equation3. 
Pertains to effects of globalization variables from 
political viewpoint. Equation 4, deals with the effects 
of globalization variables from all three perspectives. 
 
3.3Unit Root Test Results: 
 
 Based on the literature available in 
econometrics, it is necessary to study the stationary 
state of the model’s variables before assessing the 
panel data model. In order to ensure variables are 
stationary, Unit Root tests could be used. This article 
uses Im, Pearson, and Shin (IPS) unit root test. 
Summary of results of stationary tests of the data is 
provided in Table 2.  

 
Table 2: Unit Root Test Results. 

1st difference Level Variables 
Prob Statistic Prob Statistic 
0.027 -1.91 0.1 -1.22 PGDP 
0.005 -2.54 0.79 0.82 FDI 
0.003 -2.65 0.17 -0.92 OPEN 
0.000 -4.72 0.5 0.01 INT 
0.004 -2.65 0.83 0.97 TEL 
0.003 -2.71 0.06 -1.55 TUR 
0.01 -2.30 0.78 0.79 SG 

0.000 -3.93 0.82 0.93 MIO 
 
 As it could be seen in this table, some of the data 
were not at the stationary level, but became 
stationary after one difference.  
 
3.4. Panel Co-integration Test: 
 
 The next step is to investigate co-integration 
between variables, using Kao [16] test. This test is 
based on Engle-Granger test, which states that for 
having first degree co-integration (I(1)) between x 
and y, the error of estimation must be I(0). 
Hypothesis of the test are as follows: 𝐻𝐻0indicates 
absence of co-integration and 𝐻𝐻1 indicates existence 

of co-integration between variables at all cross-
sections: 
 
1= 𝜌𝜌𝑚𝑚 :𝐻𝐻0 
 
1< 𝜌𝜌𝑚𝑚 :𝐻𝐻1 

 
 If the calculated augmented Dicky-Fuller (ADF) 
test statistic is lower than the statistic in the table, 
𝐻𝐻0is accepted.  
 Result of Kao co-integration test is provided in 
Table 3. The results indicate that based on the 
existing statistics, there is no-integration between the 
variables of the model.  

 
Table 3:Panel Cointegration Test (Kao) Results. 

Results Prob Statistic Models 
Accept 0.0058 -2.52 Model (1) 
Accept 0.0001 -3.84 Model (2) 
Accept 0.0049 -2.58 Model (3) 
Accept 0.0000 -4.25 Model (4) 

 
 Thus Kao test demonstrates that there is co-
integration in the models.  
 
3.5 ModeEstimation: 
 
 Before starting the discussion on estimation of 
the model, it should be determined if Panel Data 
method could be used to estimate the model or 
Ordinary Least Squares (OLS) needs to be used. In 
order to do this, the F-Limer test introduced by Chow 
is to be used.  

 If H0hypothesis is rejected after doing the F-
Limer test, a decision needs to be taken between 
fixed effect model and random effect models in panel 
data method. In order to do this, Hausman has 
proposed a test as follows: 
 
0= (Uit /Xit )E:H00≠(Uit/Xit )E:H1 
 
 Hausman test is estimated based on the presence 
or absence of a correlation between the estimated 
regression error and independent variables.  
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 If 𝑈𝑈𝑚𝑚𝐶𝐶  independent of𝑋𝑋𝑚𝑚𝐶𝐶 , or in other words, if the 
error term in independent of descriptive variables, 
then the null hypothesis (hypothesis of the Random 

 Effect model) is accepted; otherwise, the fixed 
effect model would apply [30]. Summary of the 
results obtained in Hausman test are provided in 
Table 4. 
 

Table 4:Hausman Test Results. 
Prob Statistic Models 

0.0065 10.08 Model (1) 
0.0004 18.08 Model (2) 
0.0797 3.07 Model (3) 
0.0386 10.10 Model (4) 

 
 Based on the results of the Hausman test, 
estimated models of 1, 2and 4 that used the fixed 
effect model of panel data have more efficient 
coefficients in comparison to the random effect 
model. For model 3, however, using random effect 
model seems to be a more appropriate choice.  
 

3.6. Estimation and Interpretation of the Models: 
 
 The results obtained from all four models over 
the 2000-2009 periods based on both random effect 
model and fixed effect model are provided in Table 
5.

Table 5: The Estimation of Models Results. 
 
 

Model 
(1) 

 
 

Fixed Effect 

 C OPEN FDI TEL INT TUR MIO SG 
Coef -3.23 0.09 -0.34      

T -21.31 45.90 -30.79    
Prob 0.00 0.00 0.00    

F 309.77    
𝑅𝑅2 0.97    
𝑅𝑅�2 0.97    

 
 

Model 
(2) 

 
 

Fixed Effect 

Coef -3.15  0.08 0.01 0.06   
T -31.31  62.96 9.56 23.12 

Prob 0.00  0.00 0.00 0.00 
F  756.24 
𝑅𝑅2 0.99 
𝑅𝑅�2 0.98 

 
 

Model 
(3) 

 
 

Random 
Effect 

Coef 13.73    -0.22  
T 2.51    -2.03 

Prob 0.01    0.04 
F     4.04 
𝑅𝑅2     0.04 
𝑅𝑅�2     0.03 

 
 

Model 
(4) 

 
 

Fixed Effect 

Coef 12.87 0.09 -0.33  -0.43 0.13 
T 6.46 11.88 -21.99  -12.33 5.99 

Prob 0.00 0.00 0.00  0.00 0.00 
F 119.26 
𝑅𝑅2 0.94 
𝑅𝑅�2 0.94 

 
 According tothe results of first model, FDI has a 
negative and significant effect on economic growth.  
 The index of opennessreveals a positive and 
significant effect on economic growth.  
 According to the results ofsecond model 
accesses to the Internet and telephone leaves a 
positive and significant effect on economic growth.  
 Furthermore, the index of access to international 
tourism leaves a positive and significant effect on 
economic growth of the countries under 
consideration.  
 The results the third model indicate that the 
political globalization measured bymember of an 
international organization leaves a negative and 
significant effect on economic growth.  
 The results obtained from estimating Model 4 
demonstrate that the index of economic openness 
leaves a positive and significant effect on economic 
growth. Therefore, since coefficient of economic 

openness is 0.09, it could be concluded that if other 
factors remain the same, each unit of increase in the 
ratio of trade to GDP increases economic growth in 
these countries as much as 0.09 units on average.  
 FDI leaves a negative and significant effect on 
economic growth (GDP growth per capita), the 
impact of combined social-global indices on growth 
is positive and significant.  
 The effect of being a member of an international 
organization (political index) on economic growth is 
negative and significant.  
 
4. Conclusion: 
 
 The main objective of this study is to examine 
the impact of globalization on economic growth in 
the context of a panel data model for the 9 selected 
countries of OPEC during 2000 to 2009,  according 
to the findings, the indicators of economic  
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globalization i.e.foreign direct investment, and 
openness reveal a negative effect appositive impact 
on economic growth respectively. Furthermore social 
globalization shows a positive effect on economic 
growth .But the impact of political index (measured 
bymembership in international organizations) on 
economic growth is negative. 
 
5. Policy Recommendations: 
 
• Providing a good environment for the growth of 

international trade could leave a positive effect 
on economic growth, leading to an improvement 
in international relations and thus economic 
growth. Therefore, development of international 
trade and finding good markets, improvement of 
international relations and the like could all 
translate to a country’s economic growth. 
Therefore, globalization provides us with the 
opportunity to become a manufacturing country 
and to be able to send our goods to all countries 
around the world.  

• Based on the results of this study, it is 
recommended to have more supervision on FDI 
so that it is directed towards the industries that 
are needed in the country and also the industries 
that could contribute to economic growth.  

• In order to study the effect of globalization from 
the social perspective, the indices of access to 
international tourism, access to Internet users, 
and access to phone have been considered. 
Based on the results, it could be concluded that 
enhancement of communication infrastructures 
and expansion of mass communication 
instruments like phones and Internet could have 
a positive effect on growth. In addition, 
improvement of domestic conditions for 
attracting tourists to the country could translate 
to economic growth.  
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