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Objectives: This article aims to examine the advantages and disadvantages of globalisation’s
influence (the study object) on the economic growth processes of various nations.

Methods: This study’s methodological foundation is the system approach. The primary
techniques used are content analysis and correlation analysis, the comparative approach,
abstraction, induction and deduction, and systematisation.

Results: The degree of a nation’s economic development, as shown by GDP (PPP) per capita, is
directly correlated with its level of globalisation (as measured by the KF Globalization Index).
Nevertheless, nations' degree of globalisation is weakly correlated with other macroeconomic
indices, such as unemployment, inflation, and public debt. However, nations characterised by
high levels of public debt and those with high rates of economic development suffered the most
from the 2008 global financial crisis. The authors discovered that globalisation encourages Asian
nations to participate economically in global economic processes. These nations are already
surpassing developed nations (the USA and the EU) in several sectors and effectively compete
with them (China leads the globe in both exports and GDP (PPP) rankings). These data dispute
the claim that globalisation favours primarily developed countries (the global North). At the
same time, processes within the globalisation landscape promote the spread of socioeconomic
inequality throughout the world. Such disparity is common in countries in both the North and
the South.

Conclusions: As a result, effective public policy is required to maximise globalisation's benefits
while minimising its negative influence, promoting countries’ economic progress.

Keywords: Globalisation, Impact, Economic Development, International Economic Relations,
Global Security, Globalization Index.

INTRODUCTION

One of the core trends within economic development in contemporary conditions is globalisation. It impacts both the
global economy and the economic processes of individual countries. Globalisation facilitates the internationalisation
of national economies, increases international commerce, and generates possibilities for investment and technology
transfer. All of these elements contribute to the economic success of many countries and provide numerous chances
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for emerging economies. They get access to new markets and investments and the ability to integrate new technology
into manufacturing processes, allowing them to accelerate economic growth and reap significant economic benefits.

Globalisation’s influence on economic processes is, nevertheless, a complicated phenomenon. On the one hand,
investments and new technology create new distribution channels and access to global markets, which catalyse
economic growth [1]. Globalisation, on the other hand, promotes the expansion of global competition while
increasing national inequities. Moreover, to a significant extent, it leads to polarising earnings within countries [2].
Furthermore, nations’ reliance on foreign investment might render their economies more vulnerable to global
economic crises and financial market swings [3]. At the same time, globalisation gives chances and incentives for
creative economic growth, which is critical to modern governments’ success in the global arena.

LITERATURE REVIEW

As a contentious issue, globalisation has been the focus of several scientific research studies. Most of them are
concerned with the overall influence of globalisation on global economic growth [4]. This is evident in two significant
areas of research. Advocates for the neoliberal movement emphasise the advantages of economic globalisation for all
countries. For developing nations, it expands global markets, attracts investment, and introduces cutting-edge
technology. As a result, their economic status can be significantly improved. In turn, industrialised countries appear
able to improve the stability of their economic systems. It implies promoting innovation and corporate development,
strengthening market ties, and enabling managing macroeconomic risks [5].

Meanwhile, globalisation critics see it in terms of the conflict between the global North (the United States, the EU,
Japan), characterised by the highest level of industrialisation, and the global South (i.e., developing nations in Africa,
Asia, and Latin America), as well as the worldwide impact of economic crises. Taylor [6, p. 275] notes that
globalisation has resulted in massive migration from the South to the North, as well as internal smuggling movements
(drug, guns, and people trafficking). Skonieczny [7, p. 15] examines the economic fallout from the 2008-2009 global
financial crisis and concludes that globalisation restricts states’ economic growth because of the influence of
international financial institutions like IMF and the World Bank, “imposing” economic model of the West.

While examining the effects of globalisation, the authors of the collective monograph edited by Reinert, "Handbook
of Globalization and Development” [8], concentrate their attention more on the trends of negative nature
(international crime, smuggling, capital flight and the rise in public debt, global migration) that are detrimental to
nations’ economic development.

Munk [9, p. 222] criticises the Marxist anti-globalisation stance, pointing out that globalisation guarantees
convergence between wealthy and low-income countries, resulting in a comparatively "flat world". This does not
imply that unequal development has vanished, however. Conversely, this kind of development is becoming more
widespread worldwide, which poses issues for both high- and low-income nations. Milanovic [10] asserts that
globalisation and productivity development have contributed to the world’s increased prosperity in recent decades.
Meanwhile, the distribution of this growth is not uniform. Globally, the economic disparity between the richest and
poorest people is widening, becoming a serious problem, especially for Western democracies.

According to Horner et al. [11], there has been a sound shift in how people see globalisation in the twenty-first century.
The authors claim that a significant shift has occurred as representatives of the global North have grown more
dubious of globalisation in recent years. In contrast, the global South, which should bear the brunt of globalisation’s
effects according to neo-Marxist theory, is increasingly endorsing it [12]. A shift in the geography of unequal global
growth might cause such a revolution.

As a result of examining the effects of the 2008 global financial crisis, some academics think that the high degree of
financial integration brought about by globalisation was the reason for the severity of the crisis and the recession
[13]. The financial systems of developed nations (the US and the EU) and Asian nations that were proliferating and
inclined to expand greatly were the most severely affected by the crisis, according to Kim et al. [14]. According to
Thalassinos et al. [15], this view is upheld. The authors point out that the financial crisis affects developing and rising
nations because of reliance on industrialised nations.

Therefore, the issue of how globalisation affects economic growth is highly pertinent, as evidenced by several
scientific investigations. However, these studies typically ignore the effects of globalisation on nation-states in favour
of concentrating on the overall effects of globalisation on international (regional) economic growth or analysing the
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effects of its parts (international commerce or financial crises). Furthermore, researchers’ usage of popular
theoretical fads like neoliberalism or neo-Marxism severely limits their study options. This necessitates the
application of integrative methods devoid of dogmatism that either absolutises or, on the other hand, balances out
the advantages or disadvantages of globalisation for the advancement of nations.

This study aims to analyse the effects of globalisation processes on contemporary nations' economic growth while
accounting for their advantages and disadvantages.

METHODS

Our research’s primary analytical approach is systemic, enabling us to view globalisation as a systemic phenomenon
that leads to significant structural changes in national and global economies. This allows us to determine the main
trends brought about by globalisation processes, examine how these trends affect the economies of certain nations,
and highlight the harmful elements of these effects. We can suggest suitable measures to thwart adverse patterns or
lessen their effects.

The array of research methods includes the following:
— Analysis of documents;
— Correlation analysis.
—  Method of comparison.
— Methods of a general scientific nature (abstraction, generalisation, induction, and deduction).

Our study also uses index theory, which enables determining the degree of globalisation's influence using important
indices (the Gini, Corruption Perceptions, and KOF Globalization indices).

RESULTS

As a complicated phenomenon, globalisation has several important aspects. The integration and internationalisation
of the global economy are the most common lenses through which globalisation is viewed. Integration between
domestic and foreign markets results from expanding cross-border economic interactions throughout
globalisation, - Milner and Keohane claim [16, p. 10-11]. It promotes the free flow of money across nations and
gradually brings pricing for products and services closer together. An interconnected global economy is emerging due
to expanding trade, investment, and financial flows, rendering national boundaries obsolete [17]. Therefore, such
integration neutralises the specifics of domestic and foreign markets to the extent that the world economy ends up
“inside” the nation-state’s economy. Stated differently, the remaining discrepancies are no longer logical [18, p. 473].

The second aspect of globalisation is liberalisation. The latter should be seen in light of the removal of constraints
through public policy, which is a reaction by governments to the current economic demands. According to Conley
[19, p. 98], it is the outcome of the intricate interplay between economic actors’ microeconomic choices and public
policy, influenced by innovation and technological development. However, state influence is still possible in areas
like attempts to draw in investment and control international commerce through levies or favours [20, 21].

The third element is convergence, the process by which national economies converge via capital mobility and trade,
removing obstacles and converging international production patterns [22]. The advancement of the most recent
communication technology (modern communication and transportation) enables convergence. This way, territorial
frontiers vanish, and a global reality is formed where the ‘borders of perception’ are unavoidably broad. For instance,
according to Digital 2023: Global Overview Report [23], 5.44 billion people worldwide (that is, 68% of the world’s
population) use cell phones, 5.16 billion (64.4% of the world’s population) use the Internet, and 4.76 billion (60%)
use social media.

Transnational businesses (TNCs) are crucial in globalisation. They put its primary components into practice through
this process. Given the impact of transnational corporations and the advancement of communication, globalisation
is defined as the interconnection and resemblance of many economic systems [24].

The global economic discourse lacks precise indicators for economic development. The following criteria, however,
are recommended by the World Bank [25]: GDP per capita; the quality of contemporary transportation networks;
macroeconomic indicators (investment, public debt, inflation, and unemployment, among others); and social
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indicators (rates of birth and death, housing, social services, literacy rate) [26]. The KOF Globalization Index (KOF
GI) will be used in our investigation. The KOF Swiss Economic Institute created this index to examine how
globalisation has affected national economies. It gauges globalisation in terms of economic, political, and social
dimensions [27]. Based on World Bank data [28], we do an association study using both GI and the KOF Globalization
Index: Economic Globalization (KOF EG) and GDP (PPP) per capita ($).

The correlation study demonstrates a consistent and direct relationship between a nation’s degree of development
and globalisation (KOF GI). GDP (PPP) per capita is the clearest example of the latter. The correlation coefficient is
0.975976. Stated differently, globalisation processes significantly impact nations' economic growth (Figure 1).
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Figure 1: The relationship between GDP (PPP) per capita and the KOF Globalization Index
Source: KOF Globalization Index [27], GDP per capita, PPP [28]

However, there is no consistent relationship between GDP (PPP) per capita and KOF EG. Its Pearson correlation
coefficient is 0.4989575. This demonstrates once more how complicated globalisation is, affecting the economy and
other areas of social life (Figure 2).
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Figure 2: KOF EG and GDP (PPP) per capita: correlation
Source: KOF Globalization Index [27], GDP per capita, PPP [28]
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According to the correlation study, the KOF EG indicator has a modest negative association with the unemployment
rate and no link with the two primary macroeconomic indicators (public debt and inflation) (Figure 3).
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Figure 3: Correlation graphs: KOF EG and the national debt and unemployment rates
Source: KOF Globalization Index [27], The World Factbook [29]

Simultaneously, the 2008 financial crisis illustrated financial globalisation's substantial influence on certain nations'
economic circumstances. The financial crisis began in the United States. It swiftly expanded to European nations,
initially causing a debt crisis in Greece and Ireland, which were on the periphery of the Eurozone, before spreading
to other nations. Consequently, Greece’s public debt surged from 97.4% to 181% of GDP, doubling in a few years [30].
Financial markets in Eastern Asia are having severe issues: the Korean won dropped 19.2% vs the US dollar, and
Taiwan’s stock price dropped 38.5% [14]. At the same time, the crisis was brought on by both domestic issues in the
nations and the processes of globalisation. For instance, in Greece, the rise in public debt was associated with high
civil servant wages and pensions that did not reflect the nation’s economic progress. At the same time, globalisation
had a considerably more significant role in the Irish crisis. Up to 70% of new employment happened when the nation
welcomed international businesses and highly trained migrant labour. Due to the collapse of mortgage lending rules,
the 2008 financial crisis resulted in a banking crisis and a significant outflow of international corporations from the
nation. However, with a higher GI, Ireland recovered more quickly from the crisis’ effects. The nation’s public debt
dropped from 120 to 76 per cent of GDP between 2011 and 2015. However, it wasn’t until 2023 that Greece began to
show indications of economic recovery and a decline in public debt. The EU provided €289 billion in help to save the
nation’s banking system, but only after the nation underwent reforms. Analysts claim that globalisation and
integration lead to more excellent stability and fewer variations in consumption. Economic actors can share risks and
maximise their investments [31]. In this process, the effectiveness and activity of all political, financial, and economic
institutions should be crucial. This will lessen vulnerability to crises and enable the attraction of foreign direct
investment [32].

As a result, corruption is a significant influence since international investors choose to invest in nations with lower
levels of corruption because they provide more favourable business environments. Notably, practically every nation
that tops the KOF Economic Globalization rating is also at the top of the Corruption Perceptions Index, or CPI [33].
Due to the impression of corruption, the UAE, Cyprus, and Malta are the only nations not qualifying for the Top 20.

Sound socioeconomic changes have been brought about globally by the globalisation phenomenon. In emerging
nations, the population living below the poverty line dropped from 42% in 1993 to 17% in 2011 [34, p. 14]. Asian
businesses are aggressively capturing the global market and competing with the G7 nations (the Global North) due
to its liberalisation. The IMF study [35] states that the United States ($26,855), Japan ($4,410), China ($19,374),
Germany ($4,409), and India ($3,737) are the top five nations with the most significant GDP in 2023. That is to say,
three of the five are Asian nations. In terms of exports, China is the world’s top exporter. Japan, Korea, and Hong
Kong are the other three Asian nations that make up the Top Ten [36].
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The GDP per capita (PPP) ranking has increased for nearly all Asian nations. Bangladesh, the Philippines, Vietnam,
and Indonesia have the most prosperous growth patterns. Twenty years ago, the latter was seen as utterly
impoverished. The GDP growth rates of these nations range from 5% (Bangladesh, Indonesia) to 7% (Vietnam)
annually. Their poverty rates dropped dramatically between 2005 and 2022: in Indonesia, they went from 16 to 9.5
and in Bangladesh, from 40 to 18.7 [25]. Globalisation is undoubtedly responsible for these beneficial developments.
It has made it easier to establish commercial relationships by creating communication conditions, giving access to
the newest technology, and opening doors for integration into the global economy [37].

As a result, researchers forecast that the combined Asian nations’ economic potential will surpass that of the rest of
the globe shortly. Consequently, Asia will produce half the global GDP by 2040 [38]. As a result, Asian nations, in
particular, China, actively promote globalisation.

However, globalisation exacerbates social divergence processes because of unequal globalisation in rich and
developing nations. Accordingly, Gini indices increased by 29% in the US, 17% in Germany, 14% in the UK, 11% in
Japan, and 9% in Canada and Italy between 1998 and 2014 [39, 40]. This pattern contradicts Kuznets’s [41] classical
hypothesis, which holds that inequality rises in low-income nations but falls in high-income ones. According to
Milanovic [10], growth was most significant between the 20th and 7oth percentiles. Income growth slowed or stopped
for those in the 8oth percentile (Figure 4). In industrialised nations, the latter group is called the working class.

90
—_

=]

b3y 8o

)

o) 70

2
A= 60
g —

v 50

g
= 40

(9

g

3 20

RS

~ 10

A

3 [ I
— [0} =
g |

~ -10

5 10 15 20 25 30 35 40 45 50 55 60 65 70 75 80 85 90 95 99 100

Percentile of income distribution
Figure 4: Growth of per capita income and the global income level, 1998-2008: a ratio
Source: Milanovic [10]

The wealthiest 1% of Americans had a 169% gain in income and a 21% growth in their share of the national income
between 1980 and 2014, according to Stiglitz [40]. As a result, the country’s middle class has become increasingly
muddled. From 2000-2014, the number of persons earning between 50 and 150% of the national median income fell
from 58% to 47%, with 3.25% of this group falling into the lower-income category [42, p. 5]. This reality leads some
researchers to believe American society is becoming an oligarchy [43]. Such unfavourable tendencies challenge
industrialised countries, primarily democracies with a middle class at their core.

DISCUSSION

One of the most contentious issues produced by globalisation is the balance of sound and adverse effects on countries’
economic progress. Thus, anti-globalisation researchers stress the negative tendencies or difficulties that
globalisation brings to particular nations. This is especially true after the 2008-2009 financial crisis, which produced
significant problems for various nations due to financial globalisation. Simultaneously, global instruments and
organisations assisted in mitigating the effects of the crisis. Furthermore, nations with higher levels of globalisation
deal with the crisis faster than others.
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In modern scientific debate, theses exist that globalisation represents a manifestation of Western capitalist policy
that enriches the global North. Meanwhile, as recent developments illustrate, globalisation has enabled Asian
countries to achieve economic gains and compete successfully with wealthy countries. China has overtaken the United
States as the world’s largest exporter, and four of the top ten exporters are Asian nations at the moment [36].
Globalisation, therefore, generates economic growth prospects, but it is the responsibility of national governments
to seize these chances.

The increasing global social difference, common in industrialised and developing nations, continues to be a
significant issue. We may conclude that nations in the second section of the globalisation ranking (with GI scores of
50-60) are more likely to have high levels of social inequality, even if there is no direct correlation between the KOF
Globalization Index and the Global Inequality Index (2021). Due to the depletion of development models, a few Latin
American nations are the sole outliers [44, 45]. Despite their social issues, Singapore and Hong Kong are also at the
forefront of economic globalisation.

CONCLUSION

Many of the main characteristics of globalisation make it inseparable from the economic growth of contemporary
nations. Countries’ marketplaces are opened by trade liberalisation, and their businesses may access a wider variety
of resources at reduced prices. They increase competitiveness and manufacturing efficiency as a result. TNCs
establish networks that promote the growth of relationships across nations, regions, and continents by setting up
branches in other nations. Widespread investment possibilities are made possible by globalisation, which supports
economic expansion. In the modern world, a sizable portion of investment goes to developing nations. Developing
nations had a 4% rise in investment in 2023, whereas overall investment in wealthy countries fell 37% in 2022 [46].
The decrease in corruption is a crucial component of globalisation. Since investors steer clear of nations with
significant corruption concerns, the nations with the lowest levels of corruption are typically those at the top of the
globalisation rankings [47].

Therefore, even if it presents unique obstacles, globalisation aids in the economic growth of nations. States must thus
develop well-rounded policies that include the advantages and disadvantages of greater interconnectedness.
Investing in technology and infrastructure is another crucial tactic enabling nations to expand their markets and
boost productivity. The second crucial tactic should focus on fostering social elements by funding education and
producing a workforce with the necessary skills to spur innovation and adjust to the problems posed by globalisation.
These policies will support the growth of entrepreneurship, lower unemployment, and address the growing global
inequality problems. Therefore, a comprehensive strategy will enable nations to minimise the adverse effects of
globalisation while optimising its positive effects.
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