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Abstract 

Globalization has broken down barriers between countries which have led organizations to expand in to other 

countries; this has indeed created a lot of opportunities as well as complexities and problems. There is 

unprecedented competition in the market place today. We see an increased demand for a new type of leadership 

and management for companies today, one which is very agile and nimble that can adopt to the fast pace of the 

changing scenario of global markets. There could be many reasons for a country to lead in its pursuit of 

globalization, government policies, the leader’s vision, global mind set amongst the management and most 

importantly they have achieved mastery over globalization strategy. Technology and Economic factors play a very 

important role in Globalization.  This paper presents a framework of Globalization for SMEs based on 

Technological and Economic Factors. 
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Globalization framework, Globalization for SMEs, Globalization based on Technological and Economic factors, 

Technological and Economic factors of Globalization. 

 

Introduction 

Every company has to expand and grow in order to sustain in today’s competitive world. Companies 

should not only focus on domestic markets but also foresee a greater reach in the global market. The 

greater the market reach the better the position a company is in. Management and leadership of 

companies has changed significantly over the years and we can say that it has become very complex with 

an increasing demand on management and the leader of the company to deliver consistent and better 

results year on year. It has also forced the management team to devise newer strategies to stay ahead of 

competition and sustain in this competitive market for a longer time. A number of factors drive the 

management to formulate new strategies, first, they essentially have to look to the competition and what 

are they are up to, second they have to look for opportunities in overseas market, third, they have to 

ensure that the domestic market does not get saturated, fourth, they should ensure that the demand 

remains constant if not increase year on year, fifth they have to consider various technological and 

economic factors that affect globalization. It is not however very easy to expand in the global market, it is 

basically an interaction of multiple complex factors such as barriers to entry, duties and tariffs , 

government policies, competition, culture, customization, demand, economy, segmentation of consumers, 

technological factors, economic factors etc. More than anything else, the industry landscape itself has 

changed greatly, and with it has changed the scope and nature of management and leadership. Earlier 

management and leadership were more reactive, the leader could formulate a strategy and wait for the 

market to respond before he could fine tune or formulate a new strategy. However now, the situation 
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forces companies to be more proactive, more efficient and agile, the leader and the entire management 

team must constantly assess in advance what would their next step be in response to the competition. We 

can probably say that the traditional management and present management are on the opposite ends of the 

continuum. The rapid development of technology has led to the diminishing of borders across the globe 

and countries now are looking far beyond their boundaries into other countries in order to expand and sell 

their products. The mantra to success today is how fast and how far can a company globalize. Similarly 

with the growth of economies and the trade agreements with countries, many small and medium sized 

companies in developing economies are looking to increase international trade. For, companies in 

developing economies the challenge is that of doing the right thing while expanding in overseas markets 

compared to the challenges for advanced countries, which is of doing things in a newer way in order to 

keep up its growth globally. This puts a lot of pressure on the management to constantly adopt to change 

and keep pace with the market. There is an inherent necessity for a framework of Globalization for SMEs 

based on Technological and Economic Factors.  

 

Research Methodology 

The primary data was collected through interviews using pre-designed questionnaires. The Secondary 

data was collected from academic papers, text books journal articles, published thesis, etc., and as well as 

from documents in the public domain.  

Sample Size 

A sample size of 450 companies (150 from India, 150 from Germany and 150 from Germany) belonging 

to Manufacturing, Information Technology and Electronics sectors were considered for this study. 

 

Globalization 

According to Gupta et al (2004) “Globalization refers to growing economic interdependence among 

countries as reflected in increasing cross-border flows of three types of entities: goods, services and 

know-how”. He further goes to mention that the Globalization could be at related to different levels such 

as, the whole world, a particular country, a specific industry, a specific line of business or functional 

activity of a company.  

 

Framework of Globalization based on technological and Economic Factors 

The framework of Globalization for SMEs based on technological factors consists of the following 

technological and economic factors. 

Technological Factors 

Automated Business Process, Automated Production Process, Modern Transportation, Modern 

Communication, Modern Customer Relationship Management, Modern Supply Chain, Modern Workflow, 

Modern Manufacturing Resource Planning, Enterprise Resource Planning, Logistics Networks, Improved 

Computer Systems, Modern Machinery & Equipment, Business Analytics, Cloud Computing, Industrial 

Organization, Internet 

Economic Factors 

Foreign Direct Investment, Modernized Banking System, Currency Exchange Rates, Loan Facilities, 

Availability of Capital, Fiscal Policies, Government Support, Tariffs, Taxes, Interest Rates, Inflation, 

Economic Growth, General Price Level, Trade Cycles, Consumer Behaviour, Employment Factors. 
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Fig 1: A Framework of Globalization for SMEs based on technological and economic factors, source: Self 
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Modelling for Globalization through Technology and Economic factors 

The attributes of Globalization have been studied through two factors, viz. Technological factors (TF) and 

Economic Factors (EF).  In order to see how these two factors are contributing to Globalization, the 

researcher deployed the technique of confirmatory factor analysis through structural equation modelling.  

Before going in to the detailed modelling, the factors taken for study are tested for validity through 

measurement models through AMOS software.  The results for each variable is being discussed in this 

part. 

Measurement Model – Technological factors 

 
Figure 2: Measurement Model – Technological Factor, Source: Researcher’s Primary data. 

 
The individual reliability of the items was evaluated using factor loadings (Ce´sar Camiso´n and Ana 

Villar Lo´pez 2010). Carmines and Zeller (1979) has propagated that the factor loadings should not be 

less than 0.707 to constitute a valid model. However, some researchers such as Barclay et al., 1995 and 

Chin, 1998) are of the opinion that factor loadings to the extent of 0.5 or 0.6 is acceptable.   In terms of 
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the research and recommendation of Hau, Wen, & Chen (2004), the researcher selected goodness of fit 

indicators like χ2, GFI, RMSEA to examine the degree of model fit.  During these indicators, it’s better 

for Chi-square test not to reach significance.  But the value of Chi-square is easily influenced by sample 

size. If the sample size is large, the value is easy to reach significance. CFI is a goodness of fit index with 

many strong points, which has less impact from sample size. Even though RMSEA is also influenced by 

sample size, it is insensitive to the misspecification model with few parameters, so it is also rarely 

influenced by sample size, the smaller the value of RMSEA is, the fitter the model is.  In the above figure 

all the factor loadings are above the recommended value and it shows the factors do have individual 

reliability.  The results of the above model shows the Chi-square value of 118.882, with p =0.151, GFI = 

0.969; and RMSEA = 0.018.  The values of the goodness of fit indices suggest a reasonably high-fitting 

model.  This implies that all the statements under Technological Factors are contributing to the variations 

in the factor. 

 Measurement Model – Economic Factor 

 
 

Figure 3: Measurement Model – Economic Factors, Source: Researcher’s Primary data. 

 

The results of the above model shows the Chi-square value of 108.557, with p =0.360, GFI = 

0.971; and RMSEA = 0.010.  The values of the goodness of fit indices suggest a reasonably good-fitting 

model. 
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The analysis of measurement models for all the two factors of Globalization verify that each of the factor 

is well explained by their corresponding variables through the statements in the questionnaire.  However, 

to see if all these two factors contribute to the Globalization factor as a whole, they are tested again 

through a model as depicted in the following Figure 4. 

 
Figure 4: – Model for Technological and Economic Factors, Source: Researcher’s Primary data. 
 

These results reveal that all the pre-requisites for the acceptance of the Measurement model are 

nearly met.  After establishing the individual item reliability of the model, the validity of the model is 

next tested. The results are presented in Table 1. 
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Table 1: – Measurement model for Technological and Economic Factors, Source: Researcher’s Primary data. 

 Statements Items 
Standard 

Solutions 

Factor 

estimate 

Critical 
Ratio 

Error 

variance 
R2 C R AVE  

Technological factors 

Automated Business Process TF1 0.759 1  1.005 0.576 

0.929 0.527 

Automated Production 
Process 

TF2 0.714 0.95 15.769 1.185 0.510 

Modern Transportation TF3 0.717 0.984 15.843 1.249 0.514 

Industrial Organization TF4 0.738 0.996 16.38 1.132 0.545 

Internet TF5 0.714 1.006 15.755 1.332 0.510 

Communication TF6 0.706 0.973 15.575 1.298 0.498 

Customer Relationship 
Management 

TF7 0.75 1.065 16.695 1.204 0.563 

Supply Chain Management TF8 0.724 1.033 16.015 1.325 0.524 

Work flow software TF9 0.703 0.896 15.499 1.119 0.494 

Manufacturing Resource 
Planning 

TF10 0.742 1.054 16.475 1.239 0.551 

Enterprise Resource Planning TF11 0.722 0.991 15.975 1.230 0.521 

Logistics networks TF12 0.752 1.101 16.729 1.274 0.566 

Improved Computer systems TF13 0.686 0.932 15.068 1.334 0.471 

Modern machinery and 
Equipment 

TF14 0.704 1.001 15.503 1.397 0.496 

Business Analytics TF15 0.72 0.938 15.924 1.115 0.518 

Cloud Computing TF16 0.758 1.175 16.905 1.392 0.575 

Economic factors 

Employment factors EF16 0.749 1  1.185 0.561 

0.949 0.638 

Consumer behavior EF15 0.79 1.087 17.693 1.078 0.624 

Trade Cycles EF14 0.808 1.123 18.157 1.017 0.653 

General Price level EF13 0.81 1.095 18.194 0.956 0.656 

Economic growth EF12 0.805 1.105 18.065 1.009 0.648 

Inflation EF11 0.783 1.067 17.502 1.091 0.613 

Interest rates EF10 0.81 1.084 18.191 0.937 0.656 

Taxes EF9 0.777 0.992 17.355 0.978 0.604 

Tariffs EF8 0.789 1.079 17.658 1.072 0.623 

Government Support EF7 0.793 1.026 17.761 0.942 0.629 

Fiscal policies EF6 0.8 1.081 17.946 0.998 0.640 

Availability of Capital EF5 0.791 1.055 17.716 1.009 0.626 

Loan facilities EF4 0.801 1.101 17.976 1.025 0.642 

Currency exchange rates EF3 0.793 1.068 17.767 1.021 0.629 

Modernized Banking systems EF2 0.837 1.144 18.910 0.850 0.701 

FDI EF1 0.839 1.115 18.954 0.797 0.704 
* Composite reliability (CR) 

** Average Variance Extracted (AVE) 

*** This regression weight was fixed at 1.000, not estimated. 

where
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It can be seen from the above table that the construct reliability for all the factors are well above the 

accepted level of 0.6 (Fornell and Larcker, 1981).  Also the AVEs for the factors are near about 0.5 for all 

the factors and hence all the measurable items meet the desirable validity.   

The correlation between pair of the factors in the model is also studied to examine the relationships 

among them and the same is depicted in Table 2.  

Correlations among factors of Knowledge Management Assessment Instrument 

 

 

Table 2: Correlations among factors of Knowledge Management Assessment Instrument, Source: 

Researcher’s Primary data. 

It can be observed from the above table that there is a very low positive correlation (0.052) between the 

factors Technological and Economic and this correlation is not statistically significant (p > .05). 

 

Structural Model 

 
Structural Equation Modeling was employed through Path analysis to study the impact of Technological 

Factor and Economic Factor on Globalization.  Path analysis (Sewall Wright) is a method employed to 

determine whether or not a multivariate set of non-experimental data fits well with a particular (a priori) 

causal model.  (Elazar J. Pedhazur, Multiple Regression in Behavioral Research, 2nd edition, Holt, 

Rinehard and Winston, 1982). 

 

The model involving all the attributes of Technological and Economic factors taken for study with 

Globalization as dependent variable is depicted in the figure 5 which is depicted below. 

Factor 1 
 

Factor 2 Correlation Significance 

Tech <--> Eco .052 .290 
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Fig 5: Structural Model, Source: Researcher’s Primary data. 

The following Table 3 gives the estimates of regression coefficients (unstandardized and standardized) of 

Technological and Economic factors taken for the study along with correlations among these two 

variables. 

Group number 1 (Group number 1 - Default model) 

Estimates (Group number 1 - Default model) 

Scalar Estimates (Group number 1 - Default model) 

Maximum Likelihood Estimates 

Regression Weights: (Group number 1 - Default model) 
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Variables 
Unstandardized 

Estimate 

Standard 

Error 
C.R. P 

Standardized 

Estimate 
R2  

R2 for 

Globalization 

TF1 <--- TECH 1    0.760 0.578 

0.218 

TF2 <--- TECH 0.948 0.06 
15.7

89 
<.001 0.714 0.509 

TF3 <--- TECH 0.981 0.062 
15.8

64 
<.001 0.717 0.513 

TF4 <--- TECH 0.993 0.061 
16.3

98 
<.001 0.737 0.544 

TF5 <--- TECH 1.005 0.064 
15.7

99 
<.001 0.714 0.510 

TF6 <--- TECH 0.971 0.062 
15.5

97 
<.001 0.706 0.499 

TF7 <--- TECH 1.064 0.064 
16.7

37 
<.001 0.750 0.563 

TF8 <--- TECH 1.032 0.064 
16.0

58 
<.001 0.724 0.524 

TF9 <--- TECH 0.895 0.058 
15.5

53 
<.001 0.704 0.496 

TF10 <--- TECH 1.051 0.064 
16.4

99 
<.001 0.741 0.550 

TF11 <--- TECH 0.989 0.062 
15.9

96 
<.001 0.722 0.521 

TF12 <--- TECH 1.098 0.066 
16.7

66 
<.001 0.752 0.565 

TF13 <--- TECH 0.933 0.062 
15.1

32 
<.001 0.688 0.473 

TF14 <--- TECH 0.998 0.064 
15.5

05 
<.001 0.702 0.493 

TF15 <--- TECH 0.935 0.059 
15.9

23 
<.001 0.719 0.517 

TF16 <--- TECH 1.173 0.069 
16.9

53 
<.001 0.759 0.576 

EF16 <--- ECO 1   <.001 0.750 0.562 

EF15 <--- ECO 1.087 0.061 
17.7

21 
<.001 0.791 0.626 

EF14 <--- ECO 1.123 0.062 18.1 <.001 0.809 0.654 
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Variables 
Unstandardized 

Estimate 

Standard 

Error 
C.R. P 

Standardized 

Estimate 
R2  

R2 for 

Globalization 

8 

EF13 <--- ECO 1.094 0.06 
18.2

06 
<.001 0.810 0.655 

EF12 <--- ECO 1.105 0.061 
18.0

83 
<.001 0.805 0.648 

EF11 <--- ECO 1.066 0.061 
17.5

08 
<.001 0.783 0.613 

EF10 <--- ECO 1.083 0.059 
18.2

15 
<.001 0.810 0.656 

EF9 <--- ECO 0.99 0.057 
17.3

45 
<.001 0.776 0.603 

EF8 <--- ECO 1.077 0.061 
17.6

51 
<.001 0.788 0.621 

EF7 <--- ECO 1.025 0.058 
17.7

87 
<.001 0.794 0.630 

EF6 <--- ECO 1.081 0.06 
17.9

6 
<.001 0.800 0.640 

EF5 <--- ECO 1.056 0.059 
17.7

56 
<.001 0.792 0.628 

EF4 <--- ECO 1.099 0.061 
17.9

75 
<.001 0.801 0.641 

EF3 <--- ECO 1.066 0.06 
17.7

62 
<.001 0.793 0.628 

EF2 <--- ECO 1.142 0.06 
18.9

05 
<.001 0.836 0.699 

EF1 <--- ECO 1.117 0.059 
19.0

14 
<.001 0.840 0.706 

Glo <--- ECO 0.479 0.055 
8.67

1 
<.001 0.397  

Glo <--- 
TEC

H 
0.285 0.056 

5.08

6 
<.001 0.224  

Table 3: Estimates of coefficients of Technological and Economic variables, Source: Researcher’s 

Primary data. 

It can be seen from the above table that all the variables of Technological factor have standardized 

loading above 0.7 thus contributing to the variations in Technological factor (p < .01).  Also all the 
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variables of Economic factors have a standardized loading above 0.7 (p < .01).  This implies that all the 

statements pertaining to Technological and economic factors are contributing to the variations of their 

respective factors.  It can also be observed that the R2 value of the dependent variable Globalization is 

0.218, which means that about 22 per cent of variation of Globalization is explained by the two factors – 

Technological and Economic factors.  Moreover, from the standardized regression column, it can be 

observed that the Technological (0.224) and Economic (0.397) factors have a positive impact on 

Globalization.  

In terms of the research and recommendation of Hau, Wen, & Chen (2004), the researcher selected 

goodness of fit indicators such as χ2, GFI, RMSEA to examine the degree of the model fit.  During these 

indicators, it’s better for Chi-square test not to reach significance.  But the value of Chi-square is easily 

influenced by sample size. If the sample size is large, the value is easy to reach significance. CFI is a 

goodness of fit index with many strong points, which has less impact from sample size. Even though 

RMSEA is also influenced by sample size, it is insensitive to the misspecification model with few 

parameters, so it is also rarely influenced by sample size, the smaller the value of RMSEA is, the fitter the 

model is. The results of the above structural model shows the Chi-square value of 647.788, with p =0.000, 

GFI = 0.920; AGFI = 0.909; CFI = 0.985, and RMSEA = 0.026.  The values of the goodness of fit indices 

suggest the norms of a reasonably high-fitting model are fully satisfied.   

The model was tested for validity with Technological and Economic factors as independent variable and 

Globalization as dependent variable with the following hypothesis. 

H0:  There is no impact of Technological and Economic factors on Globalization. 

H1:  There is a significant impact of Technological and Economic factors on Globalization. 

 

Variables 
Unstandardized 

Estimate 

Standard 

Error 
C.R. P 

Standardized 

Estimate 

R2  

Glo <--- Eco 0.479 0.055 
8.67

1 
<.001 0.397 

0.218 

Glo <--- Tech 0.285 0.056 
5.08

6 
<.001 0.224 

S.E. - Standard error; C.R - Critical Ratio; P - Probability value; R2- R-squared; 

Table 4: Unstandardized and standardized estimates of various regression models and their 

significance involved in the structural model, Source: Researcher’s Primary data. 

 

It can be seen from the above table that the standardized regression weight between Globalization and 

Economic factor is 0.397 and between Globalization and Technological factor is 0.224, which is an 

indication of positive relationship between them.  This indicates that when Economic factor goes up by 1 

standard deviation, Globalization goes up by 0.397 standard deviation; when Technological factor goes 

up by 1 standard deviation, Globalization goes up by 0.224 standard deviation.  Moreover, Economic 

factor is the most influencing factor on Globalization than the Technological factor. 
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The hypothesis set in the model was tested for validity and the result is reproduced in the following table: 

 

 

Variables Hypothesis P Inference 

Glo <--- Eco 
There is no impact of Economic factor on 

Globalization 
<.001 Rejected 

Glo <--- Tech 
There is no impact of Technological factor 

on Globalization 
<.001 Rejected 

 

Table 5 : Hypothesis testing of factors in the model, Source: Researcher’s Primary data. 

 

It can be observed from table 5 that a very low p-value (< .001) for the impact of Economic factor as well 

as Technological factor on Globalization verify that the hypotheses are rejected at 1 per cent level of 

significance and it is concluded that there is a positive impact of Economic and Technological factors on 

Globalization.   

Conclusion 

The business environment would continue to become more complex in the coming days and excessive 

pressures would be put on the companies especially on leaders and the management team to successfully 

manage the globalisation process. The changing market environment, currency volatility, differing 

customer tastes, stakeholder’s expectations, growing employee expectations, increasing competitions, 

economic and technological factors would continue to strain the profits of the company. Increase in 

globalization, “accelerating innovations” and the use of tools and techniques may not be sufficient for a 

leader to foresee the future with greater accuracy; the leader would be forced to develop and rely on new 

tools, techniques and strategies to stay ahead in the market. 
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