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Abstract: This study investigates the dynamic effect of economic liberalization, privati-
zation, and globalization on the export performance of Ethiopian manufacturing firms.
We use structural equation modeling (SEM) to examine the direct and indirect influences
between these macroeconomic reforms and export performance, which are mediated by
firms’ competitive priorities in the global market, using cross-sectional data from 114 man-
ufacturing privatized manufacturing firms by using key informant techniques. The study
looks into how firms’ export competitiveness and export performance are affected by eco-
nomic liberalization, privatization, and global market integration since 1991 national eco-
nomic reform. This model identified liberalization, privatization, and globalization as in-
dependent variables that mediated export performance under competitive priority. The
findings of the proposed framework showed that all of the predictive variables (LPG) were
significant at p < 0.05, indicating that liberalization, privatization, and economic global-
ization influence export performance across all competitive priorities. The result further
revealed that by expanding access to international markets and promoting competitive
efficiency, economic globalization/integration, privatization incentives, and economic lib-
eralization changes all significantly improve export performance. The results also infer
that LPG provides an intervening role in boosting export performance under firms’ com-
petitive priorities (cost, flexibility, and quality). However, resolving issues, including inef-
ficient regulations and inconsistent incentives, is important to realize these advantages. To
optimize the advantages of these dynamics, policymakers must concentrate on establish-
ing a business environment that encourages firms to partake in export, innovation, and
competition. The study contributes to the literature by offering sector-specific insights
for policymakers aiming to optimize privatization strategies and trade reforms to boost
Ethiopia’s manufacturing exports. The results underscore the need for targeted policy in-
terventions to mitigate short-term disruptions while maximizing long-term export gains
in a liberalized economy.

Keywords: economic liberalization; privatization; globalization; export performance;
manufacturing firms; structural equation modeling (SEM); Ethiopia

1. Introduction

Marketing theories are subject to constant change and are squeezed by a multitude of
issues in the contemporary business world. Due to irregularities in a range of commercial
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scenarios, the global market is currently equivocal. From a marketing perspective, some
factors to consider are the political ideologies of the government, for instance, government
willingness and commitment towards liberalization of their economy, their intention to
privatize state-owned enterprises, and government involvement in economic systems in
response to the unavoidable influence of globalization, which is seen as a business shifter
(Abdeldayem & Aldulaimi, 2020).

Pedr¢6 et al. (2015) argue that liberalization, privatization, and globalization had a
significant role in the regulation of business in developed as well as developing countries.
Globalization, privatization, and liberalization (LPG) are significant factors that change
operational and/or structural marketing strategies (Fuerst, 2010). Regardless of its impact,
experts from different countries have varying levels of empathy for and comprehension
of such ideas. Because the concepts are closely associated with the government’s dispo-
sition (left or right), the government’s political and ideological orientation, commitment
to privatization, commitment to liberalizing the economy, and interpretation of globaliza-
tion differ.

Furthermore, the World Bank (2022) confirmed that globalization, privatization, and
economic liberalization have collectively played a major role in the structural change in de-
veloping economies, changing export performance and industrial competitiveness. Since
the 1990s, Ethiopia’s manufacturing sector has experienced substantial reforms, including
economic liberalization policy reforms and privatization initiatives intended to increase
efficiency and market integration (Abegaz, 2021). However, considering Ethiopia’s deter-
mination to become an African center for light manufacturing, the degree to which these
changes have enhanced the export performance of privatized manufacturing enterprises
is still a crucial but little-researched topic (African Development Bank, 2023).

The field of international marketing has undergone an adjustment due to the present
advances in technology, which are referred to as “economic globalization”. More than ever,
international marketing aspires to economic unification. In a global market context, the
competitive landscape across nations, enterprises, and the marketing system as a whole are
all subject to volatility. Exporting is the simplest and relatively less hazardous approach
to enter the international market in Ethiopia. One way to achieve internationalization and
market access is exporting. The most common marketing entry method that companies,
particularly in developing economies, tend to undertake is exporting. It provides a high
level of flexibility and cost-effectiveness by quickly breaking into new international mar-
kets (Samiee & Chirapanda, 2019).

There is conflicting evidence in the literature on Africa on the effects of liberalization
and privatization. While some studies emphasize increased productivity, others stress
ongoing inefficiencies brought on by lax regulatory frameworks (Nkurunziza, 2020). De-
spite the large number of privatized companies, Ethiopia’s manufacturing export growth
has lagged behind that of its Southeast Asian peers (Oqubay, 2020), casting doubt on the
efficacy of policy changes. By taking into consideration latent factors like managerial
skills, technological adoption, and global demand conditions, structural equation mod-
eling, or SEM, provides a strong analytical framework to separate the direct and indirect
effects of these macroeconomic policies on export performance (Hair et al., 2021). Since the
early 1980s, there have been significant changes to the way the government intervenes in
the economy (Fuerst, 2010). The industrialized democracies within the Organization for
Economic Cooperation and Development (OECD) have transposed the Keynesian welfare
state to other regions of the world (Armingeon, 2012). Ownership structures and policies
in both the home and host countries expressly boost export performance in the stage of
international competition. In the global marketplace, public and private companies have
distinct success determinants. Publicly held businesses consistently struggle with perfor-
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mance issues. The main reasons for shortcomings in performance are managers’ lack of
enthusiasm and the freedom that they are granted to pursue their own agendas rather
than focus on their designated responsibilities. State-owned enterprises gradually shifted
to the private sector so as to address the problems facing public organizations and increase
their competitiveness in a highly competitive market (Leykun, 2020).

The main attribute for state-owned businesses in Ethiopia is that they are primarily
run by incompetent managers who are typically connected to politics rather than by qual-
ified experts. According to Collins (2019), political economy often suits a monopolistic
position, even though some relied excessively on government subsidiaries. Privately held
enterprises, on the other hand, have clean management dedication, follow-up, and better
business performance profiles due to the egoistic nature of the individual’s care for their
own organization. Furthermore, (Rodriguez, 2007) research demonstrates a strong rela-
tionship between national economic policy, privatized enterprise success, organizational
growth, and global marketing competitiveness (Chabowski & Mena, 2017).

In terms of political economy, the nation was ruled by socialist government ideology
under strong government economic and political restriction and centralization from 1974
to 1991. This ideology vehemently argued that government tactics and programs are ex-
tremely strict and harsh. All economic sectors, including the manufacturing sector, are
affected by the system’s creation of market inefficiencies and economic distortion. After
two decades, in which opponents were ideologically and strategically hostile to the ruling
party who had gained some power, the Ethiopian People’s Revolutionary Front (EPRDF)
assumed different macroeconomic and policy measures, including the privatization of in-
efficient state-owned businesses (SOEs).

Even though the nation has begun to sell its state-owned businesses, Ethiopia is still
regarded as a latecomer to market reforms when it comes to adopting privatization policies,
in comparison to other African nations (Carter, 2013).

The second contradiction related to reform is that international pressure from par-
ties, such as debtors and donors, drove macroeconomic reform in relation to privatization
(Ismail, 2018; Carter, 2013). On the other hand, an excessive amount of publicly held debt
leads to a national budget deficit (Ismail, 2018), poor marketing and production efficiency
from state-owned enterprises, and limited expansion opportunities for SoEs (Sundara Ra-
jan et al., 2005). For instance, policy and strategy support for the implementation of essen-
tial economic policy changes were given by the EPRDF administration, which was elected
in 1991 and has been renamed the Prosperity Party PP since 2019.

World Bank and International Monetary Fund (IMF) spearheaded this scheme. The
program’s main goals were primarily to better the utilization of scarce public resources
and to make businesses more dynamic and operational through privatization (Sundara
Rajan et al., 2005). According to Winters et al. (2004), state-owned enterprises in Ethiopia
were responsible for 72% of the nation’s manufacturing value added, 62% of its gross value
output, 57% of its labor force, and 64% of wages and salaries. After 1991, these figures de-
creased. After years of work, the process of modifying the privatization program proved
to be challenging to carry out. For instance, the majority of the privatized companies were
acquired by businesses run by a single family (W/yohannes, 2015). There are selection
issues in the early stages of the privatization process, such as deciding which public en-
terprises to privatize first and to whom. The government does not give much emphasis
on the structural or operational health of private companies, it just wants to shift control
from public to private hands. These factors caused the majority of state-owned businesses
that were privatized in the 1990s to be given for a little money to powerful private owners,
creating private full control and an indirect monopoly. Additionally, there were numer-
ous instances of malpractice and corruption during the privatization process. Due to these
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circumstances, the government has been forced to reevaluate the privatization process and
its methods, as well as to renationalize some previously privatized companies.

A government’s perspective and organizational structure must evolve in response
to the dynamic business environment brought about by globalization. The ability of en-
terprises to adjust their organizational structure and strategy in response to globalization
presents both opportunities and risks (Rodriguez, 2007). Globalization allows the organi-
zation to take advantage of its unique capabilities and boost output through the expanding
worldwide market (Sani et al., 2019).

2. Statement of the Problem

Although exporting is the simplest and most common way to enter the global market,
Ethiopia’s export industry is not as dynamic as those of other nations, especially those
on the same continent. Compared to nations in comparable economic growth stages, the
composition of Ethiopian exports in terms of firms, products, or destination nations has
stayed steady and largely unwavering (Oqubay, 2019). Ethiopia is distinguished by two
things: a low rate of new firms entering the export market and a much shorter average
lifetime for a specific firm’s product-destination connection than the global average.

Adem and Virdi (2024) and Menji (2010) claim that abundant foreign exchange and
certain government actions that provide enterprises with political leverage and compel
them to continue exporting, even when doing so costs them money, are the main causes
of Ethiopian exports’ lack of dynamism. Nonetheless, the industrial sector had a 600% in-
crease in average sales and a fivefold increase in average production between 2009 and
2016. However, even after rising between 2009 and 2013, the average value of manufac-
tured exports per firm has since decreased. This prompts questions regarding the possible
causes of the negligible development in industrial exports and the lack of resolution.

Based on global economic experiences, technological advancements are causing a
rapid change in the corporate environment. Technological developments have also had
a noticeable impact on global trade patterns. The dynamics of the worldwide compet-
itive arena are changed by boundaryless transactions and improved free trade arrange-
ments brought about by globalization. The theories of international commerce that have
been applied to the rapidly evolving character of the production process and the improve-
ment of technological capability also support this (Adem & Virdi, 2024; Ngo-Thi-Ngoc &
Nguyen-Viet, 2021; Talib et al., 2013). According to Biramo Allaro (2012), exporting com-
panies with greater technological prowess in the global market can improve resource ef-
ficiency through process innovation and attain greater user distinctiveness in a variety of
market spaces. The long-term effects of these policies, whether they lead to sustained ex-
port growth or short-lived gains, remain unclear, particularly in Ethiopia’s evolving policy
environment (Cheru & Obi, 2021).

Many research investigations on privatization have been carried out since Ethiopia’s
privatization strategy was announced. The majorities of these studies have been descrip-
tive and have documented the economic effects of privatization, but there have also been
remarkable studies during the last 20 years. In particular, Wodajo and Senbet (2017),
Selvam (2017), and Gebeyehu (2000) thoroughly assessed the effective performance of pub-
lic firms following privatization. While privatization, liberalization, and globalization are
often studied in isolation, their combined impact on firm-level export performance is not
well-documented in the Ethiopian case (Kinyanjui & McCormick, 2020).

The most extensively examined, least understood, and most contentious element of
foreign marketing was the company’s export performance. Diverse levels of understand-
ing, interpretations, and dimensions of export performance characteristics were a chal-
lenge for the researchers. As a result, the conclusion typically produces inconsistent and
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contradictory findings (Chitauro, 2021). Additionally, rather than concentrating on macro-
environmental factors, the majority of studies concentrate on organizational and internal
factors that influence exports. The study argues that the export performance of Ethiopia’s
manufacturing firms is influenced by the macroeconomic variables of globalization, pri-
vatization, and liberalization. Accordingly, the effect of liberalization, privatization, and
globalization (LPG) on a firm’s export performance collectively is a field of study that is
now underdeveloped.

Ultimately, the success of the business depends on how the dynamics of the marketing
environment and national economic policy are interlinked and how the ownership struc-
ture of the firms is managed, irrespective of the level of economic development. Therefore,
this study examines the various effects of LPG on a business’s export performance and abil-
ity to compete in international markets, concentrating on Ethiopian manufacturing firms
that have been privatized.

3. Hypothesis of the Study

For a firm to be competitive in the global market and perform well in exports,
national policies and the global business environment must manage organizational re-
sources and make overall structural adjustments and firm compositions. Privatization
improved efficiency in some Ethiopian firms but failed to spur exports due to weak link-
ages to global markets (Abegaz, 2021). In the same context, studies shows that trade
liberalization increased import competition but had limited impact on export diversifica-
tion (Beri et al., 2022), and poor infrastructure and bureaucratic hurdles constrain export
growth despite globalization efforts (Oqubay, 2020). These chances are therefore more
likely to improve the export performance of businesses. The study’s hypothesis can thus
be expressed as follows:

H1. Economic liberalization has a positive and significant effect on the export performance of pri-
vatized manufacturing firms in Ethiopia.

H2. Privatization improves the export performance of manufacturing firms by increasing opera-
tional efficiency and market responsiveness.

H3. Globalization positively influences export performance by integrating Ethiopian manufactur-
ing firms into global value chains (GVCs) and expanding market opportunities.

H4. Competitive priority (cost, quality, and flexibility) in the international market experiences
stronger export performance under globalization policies.

H5. International market opportunities strengthen the positive relationship between privatization
and export performance.

Hé. Government export incentives (e.g., subsidies, tax breaks) amplify the positive effect of eco-
nomic liberalization on export performance.

H7. Firms with stronger managerial capabilities achieve higher export performance in response to
privatization and liberalization reforms.

4. Methodology

Data were gathered from 114 fully privatized industrial companies using random pro-
portional sampling procedures as part of a mixed research methodology. Regarding their
level of economic strength, competitiveness, and manufacturing and marketing capabili-
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ties, those firms are of varied vulnerability to foreign policy (Chitauro, 2021). Data were
gathered using the key informant technique (Campbell et al., 2017). The sample size de-
termination formula created by Ahmed (2024) was used to calculate the overall sample
size. At a 95% level of significance, the sample size for all the firms participating in the in-
quiry was determined to be 114 firms, proportionately. The manufacturing companies and
primary data gathered at the company level serve as the unit of analysis in this research.
Wholly privatized manufacturing firms that are appealing in international markets
through exporting are the unit of analysis for this research. These firms vary extensively
in terms of their level of economic strength, firm competitiveness, and production and
marketing capacity. As referred to in Table 1, 160 of the 370 firms that are being priva-
tized under the privatization initiative fall within the manufacturing category, according
to the CSA 2014. Data were collected from 114 privatized (ownership was transferred from
government to the private owners) manufacturing firms across various categories, employ-
ing proportional stratified sampling techniques. These firms exhibit diverse categories in
production capacities, marketing strengths, and levels of economic stability (Kingu, 2014;
Mehmood et al., 2014). All participating firms engage in international export marketing.

Table 1. Sample size determination (number of privatized firms from 19995-2014).

Year of Number of Percentage Sales I.{evenue Revenue Share
Privatization SOI?S Share e of
Privatized Million Birr Each Year Sales

1995 5 1.35 4.60 0.02
1996 126 34.05 472.84 2.38
1997 28 7.57 1430.30 7.22
1998 17 4.59 576.86 2.95
1999 14 3.78 239.1 1.21

2000 20 5.42 374.12 1.89
2001 7 1.89 15.9 0.08
2002 3 0.81 14.09 0.07
2003 3 0.81 4.84 0.01

2004 4 1.08 14.01 0.07
2005 12 3.24 67.73 0.34
2006 13 3.54 316.44 1.60
2007 13 4.53 166.27 3.56
2008 13 3.54 316.44 1.60
2009 19 5.14 267.96 1.35
2010 22 5.95 956.6 4.82
2011 22 5.95 3451.5 17.4
2012 16 4.32 5168.72 26.06
2013 5 1.35 1691.70 8.53
2014 15 4.05 4524.83 22.81
SUM 370 100 19,831.56 100

Sources: (Wodajo & Senbet, 2017).
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The total sample size was determined using the following sampling size determina-
tion formula developed by Cochran (1963):

N

n=——
14 Nfe)

where n = sample size; N = size of population; and e = precision level (Cochran, 1963).
According to the above formula, the total sample size for the total number firms included
under investigation is calculated at 95% degree of significance as

__N
1+ Ne?

_ 160

~ 1+160 x 0.052
The data collection employed the key informant technique, as utilized by prior stud-

ies (Butt et al., 2009; Campbell et al., 2017; Carnahan, 2010). This approach enabled the

gathering of insights from knowledgeable individuals, ensuring that the data accurately re-

n ~ 114

flect the firms’ competitive strategies and export capabilities. The researcher subsequently
divided the entire number of samples proportionately among the different kinds of priva-
tized factories after determining the overall sample size. Researchers also used Bartlett’s
test of sample adequacy and Keiser-Meyer—Olkin (KMO) to make sure the factor analysis
produced distinct and trustworthy factors.

The model’s explanatory variables showed a correlation with the unobserved compo-
nents. This study uses the same methods as the previous research by Thew et al. (2015)
to accomplish the structural equation modeling. They suggested a four-step data analysis
process, which included (a) testing the multivariate analysis assumption; (b) examining
the underlining dimension of the liberalization, privatization, and globalization construct
using an explanatory factor analysis (EFA) with Varmax rotation; (c) testing the measure-
ment model extracted using confirmatory factor analysis (CFA); and (d) measuring the
relationship between variables.

Prior to performing multivariate analysis, it is expected that the key assumptions re-
garding the necessary sample size, the variables’ scale of measurement, normality, and
multi-collinearity of data would be tested (Hair et al., 2012). The sample size used in this
study was 114, which falls within the acceptable range and is reasonably adequate in terms
of observation, as recommended by Hair et al. (2012), who state that an adequate observa-
tion should be between 100 and 200. The distribution symmetry suggests that the skewness
and kurtosis of the study variables fall within the permissible range (+1), which is the basis
for determining the normalcy of the data measure (Egger et al., 2022; Paiva et al., 2008).
When the correlation between the variables was examined, it was less than 0.9, indicating
that multi-collinearity is not an issue (Hair et al., 2012). The multivariate model’s funda-
mental presumptions were examined to make sure there were no statistical infractions
before the analysis could be conducted.

5. Research Variables

Three categories are used in firm-level export performance studies (Samiee & Chira-
panda, 2019): economic (related to sales, profit, and market share), non-economic (related
to the market, product, and miscellaneous), and generic (related to satisfaction, perceived
export success, and the extent to which export goals have been met). Sorting performance
into the three categories of effectiveness, efficiency, and adaptability is an additional choice
(Weinberg et al., 2001).
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Measures about growth and profit are the additional metrics associated with sales
(Chitauro, 2021). All of these metrics can be measured objectively or subjectively, but it
is better to monitor export success both objectively and subjectively. In this study, the
concept’s multidimensionality and the selection of objective and subjective proxies are re-
peated. The researchers identified the research variables as indicated in Table 2, taking
these aspects into consideration.

Table 2. Research variable and expected sign.

Types of Variables Indicators Label Expected Sign
Law and order Law and order Positive
Liberalization InsS Incentive schemes Positive
TraO Trade openness Positive
Independent OwnM Ownership measures Positive
variables Privatization StruM Structural measures Positive
OperM Operational measures Positive
GmO ities GmT Global market opportunity ~ Positive
Globalization GmO Global market threat Negative
GmU Global market uncertain Negative

Predicted variables

Export performance

ExpS Export satisfaction

Subjective measures
PexpP  Perceived export success

MktS Market share

Objective measures

FinPerf = Financial performance

CosPrio Cost Negative
Mediating variables Competitive priorities  FlxPrio Flexibility Positive

QualPrio Quality Positive

Fage Firm age Positive
Control variable

MgtC Management commitment  Positive

Source: Literature reviews.

Based on the theoretical literature on the relationship between economic liberalization,
privatization, and economic globalization, this study depicted the structural relationship
among the dependent and independent variables.

6. Theoretical Bases

Ethiopia’s manufacturing sector has undergone significant change as a result of the
economic reforms known as liberalization, privatization, and globalization (LPG), espe-
cially with regard to export performance. Ethiopia has been moving toward a more market-
oriented economy since the early 1990s, embracing trade liberalization and privatization to
increase its competitiveness and economic integration with the rest of the world. Efficiency
gains, foreign direct investment (FDI), technical adoption, and access to international mar-
kets are some of the elements that have influenced the export performance of the transition
from government ownership to private firms.

The reduction in tariffs and non-tariff trade obstacles in Ethiopia was anticipated to
increase manufacturing exports by exposing businesses to global competition and facili-
tating better resource allocation. But the results have been inconsistent. Although some
privatized businesses have benefited from liberalization by using it to obtain imported in-
puts at reduced prices, increasing their export competitiveness (Geda & Shimeles, 2020),
others have suffered as a result of heightened competition from lower-priced imports that
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occasionally displace domestic manufacturing (World Bank, 2022). According to studies,
liberalization has increased export diversification in industries like leather and textiles,
but structural barriers like inadequate infrastructure and restricted access to financing are
keeping overall manufacturing export growth below potential (UNCTAD, 2022).

This study draws on three key economic theories, as stated in Table 3, to analyze the
dynamic effects of liberalization, privatization, and globalization on export performance.

Table 3. Theoretical bases and major premises.

Theoretical Bases

Major Premises from the Theory Contributor

Examines how institutional reforms
(e.g., privatization, trade policies)

reduce transaction costs and improve (North, 1990)

New Institutional Economics (NIE) firm efficiency

Predicts that well-defined property rights
(via privatization) enhance export (Williamson, 2000)
competitiveness by aligning incentives

Endogenous Growth Theory

Suggests that globalization and
liberalization foster knowledge spillovers,
FDI, and technological adoption,
boosting exports

(Romer, 1990)

Links trade openness to productivity gains

. . (Grossman & Helpman, 1991)
in manufacturing

Explains how globalization integrates firms
into international production networks, (Gerefti et al., 2005)

Global Value Chain (GVC) Theory affecting export performance

Highlights the role of FDI and
buyer—supplier relationships in upgrading  (Gereffi et al., 2005)
export capabilities

Source: Literature reviews.

It was projected that privatization would improve export performance and company
productivity by bringing in profit-driven initiatives, improved management, and private-
sector efficiency. The success of privatized manufacturing companies in Ethiopia has
varied, especially in the areas of cement, textiles, and agro-processing. Due to technol-
ogy transfer and capital infusion, certain businesses—like those purchased by foreign
investors—have seen an improvement in their export performance (Mengistu & Adem,
2021). Nonetheless, a number of domestically privatized businesses have encountered dif-
ficulties, such as inadequate post-privatization assistance, a shortage of trained staff, and
poor corporate governance (African Development Bank, 2023). According to Gebreeyesus’
(2023) study, only companies with foreign participation experienced considerable export
growth, despite the fact that privatized firms saw productivity increases of 15-20%. This
underscores the importance of global linkages.

7. Conceptual Frameworks

Although the Infant Industry Protection Theory (List, 1841) contends that premature
liberalization may harm domestic firms unable to compete globally, the New Trade The-
ory (Krugman, 1980) contends that trade liberalization increases export competitiveness
by opening markets and lowering tariffs. In Ethiopia, partial liberalization since the 1990s
has exposed manufacturing firms to foreign competition, but empirical evidence on its
export impact is still inconclusive (Abegaz, 2021; World Bank, 2023). Based on the theory-
supported assumption, structural equation modeling, or SEM, is used to determine the
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relationship between variables. Factor analysis and linear regression are combined in struc-
tural equation modeling (Monroe, 2020). By examining the suggested theory, it is possible
to support both its acceptance and rejection. By examining the direct and indirect effects of
mediators on the connection between the independent and dependent variables, equation
modeling attempts to support the acceptance or rejection of the suggested hypothesis.

The projected standardized path coefficient and the variation that the model explains
are shown in Figure 1. According to the Agency Theory (Jensen & Meckling, 1976), priva-
tization increases efficiency by bringing management incentives into line with financial in-
terests. However, weak regulatory frameworks in developing economies may cause priva-
tized enterprises to operate poorly, according to Institutional Theory (North, 1990). The re-
sults of Ethiopian privatized businesses are mixed; some, like textiles, have seen increases
in productivity, while others have suffered because of a lack of funding and technology
(Wasihun, 2023; Fantu & Adem, 2022).

Economic Liberalization .

Competitive
priorities

I\ Export Performance

Figure 1. Conceptual framework. Sources: Literature reviews.

The conceptual framework was further expanded, as shown in Figure 2, to explain each
indicator of the variables of liberalization (law and order, incentive schemes, trade openness),
privatization (structural, operational, and organizational measure), and globalization (global
market opportunities, global market threat, and global market uncertainties).

Liberalization
LO \ Competitive priority

cP

- FP

Privatization “1d ~ N QP AN

SM N N
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Figure 2. Compressive conceptual framework.



Adm. Sci. 2025, 15, 158

11 of 20

Olivier and Damiano (2023) emphasizes how market access and technology transfer
can increase exports through integration into international markets. Dependency Theory
(Frank, 1967), however, cautions that enterprises in poor countries may be marginalized
due to unequal power relations. Low value-added output and deficiencies in infrastruc-
ture make it difficult for Ethiopian manufacturing companies to integrate into the GVC
(UNCTAD, 2022).

8. Analysis and Major Findings

For this analysis, as previously mentioned, privatized export-oriented businesses were
selected. A summary statistic on the factors used and manufacturing categories is shown in
the descriptive research (Table 4).

Table 4. Descriptive statistics (types of manufacturing firms under different categories).

Types of Manufacturing Firms Under Different Categories

Frequencies Percent Valid Percentage = Cumulative Percentage

Food and beverage industries 50 43.9 43.9 43.9
Textile and wearing appeals 17 14.9 14.9 58.8
Chemical and chemical products 9 7.9 7.9 66.7
Nonmetal minerals manufacturing 11 9.6 9.6 76.
Furniture and home appliances 9 7.9 7.9 84.2
Toming nd i b

Othrs oo ices i, g

Total 114 100 100

Sources: Research Data.

According to Table 2, 17 out of the total sample respondents are from the textile and
apparel sectors, and 50 percent are from the food and beverage industries. Approximately
58.8% of the study’s responses are from these two categories of manufacturing companies.

9. Exploratory Factor Analysis

Exploratory factor analysis (EFA) was used to determine the prominent indicators,
which was a study prerequisite. Because it aids in evaluating the construct’s unidiamintion-
ality, exploratory factor analysis with Varmax rotation was employed (Addis et al., 2019;
Haleem et al., 2017). Items with a factor loading of less than 0.5 were eliminated through-
out the validation process after exploratory factor analysis examined the links between the
items on the measuring scale (Talib et al., 2013).

Cronbach’s alpha coefficient was used to gauge the instruments’ dependability
(Posner, 2006). It is the most often used method for determining scale homogeneity or in-
ternal consistency (Talib et al., 2013). Each of the following factors” alpha values was deter-
mined: Lib = 0.890; Priv = 0.882; Glob = 0.863; ComPrio = 0.889; and ExpPerf = 0.819. These
alpha values were higher than the standard’s 0.7 minimum acceptable limit; the table below
summarizes the outcome.

An analysis of the modification indices and standardized residuals during the estimate
of the measurement model revealed a chance for a better model fit, which is why this study
used a slow parsimonious normed fit index to evaluate the measurement model. Using con-
firmatory factor analysis, the convergent and discriminant validity were determined.
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For the confirmatory factor analysis, convergent validity is assessed using the following
criteria: (1) factor loading (k), which states that all indicators’ factor loading must be greater
than 0.5 to be considered acceptable; (2) composite reliability (CR), which must be greater
than 0.70; and (3) average variance extracted (AVE) by each construct, which must be greater
than 0.50 according to Hair et al. (2012). As shown in Table 5, the model’s convergent validity
is sound since the factor loading (k) for all values was above 0.5, each factor’s composite
reliability (CR) was larger than 0.7, and each construct’s average variance was greater than
0.5. Convergent validity is positively indicated by CR, which takes into account the actual
factor loading (k) rather than making the assumption that each item is fairly weighted when
determining the composite load.

Table 5. Reliability of instruments (Cronbach alpha, Rho, composite reliability, and average variance
extraction).

Cronbach Alpha Rho.A Composite Reliability =~ Average Variance Extraction

Competitive Priorities 0.889 0.905 0.928 0.722
Export performance 0.819 0.921 0.939 0.755
Globalization 0.863 0.912 0.944 0.850
Liberalization 0.890 0.915 0.931 0.772
Privatization 0.882 0.947 0.958 0.852

Source: Research data.

All latent constructs have composite reliability that is both above the benchmark of 0.7
and outside of acceptable bounds, indicating that the measure of latent constructs is inter-
nally consistent. According to the technique used by Sani et al. (2019), the discriminate
validity of created measures should be assessed by ensuring that the squared correlation
between any two constructs is less than the variance retrieved by any of the individual con-
structs. For a factor analysis to be considered suitable for further processing, the sample
adequacy, as measured by the KMO, must be greater than 0.5.

Factor analysis produces clear and trustworthy results when the correlation patterns
are relatively compact, as indicated by a value very close to 1. A value below 0.5 necessitates
additional data collection or consideration of the variables, which will be incorporated into
the Sani et al. (2019) determination. A value above 0.5 is considered acceptable. Meanwhile,
ratings above 0.9 are outstanding, while those between 0.5 and 0.7 are good. The factor
analysis is appropriate for these data because the value of 0.882 suggests that the data are
good. At a standard level of significance, the data are substantially related to a probability
of less than 0.05 for Bartlett’s Test of Sphericity, which gauges the strength of the association
between variables. The significance of factor analysis is demonstrated by the test for these
data, which is 0.000 less than 0.05.

10. Confirmatory Factor Analysis (CFA)

Building theoretical and logical reasoning is aided by the relationship between con-
structs, which is demonstrated by the structural model. The structural model, where the co-
efficient (R2) is determined by endogenous factors, can be evaluated using logical reasoning.
The route coefficient’s direction and significance level should determine the model’s quality,
just like multiple regression coefficients do (Nolan & Zhang, 2003). The indigenous deter-
mination coefficient (R2) assesses the goodness of fit of the regression coefficient in relation
to the empirically obtained manifest items and displays the degree of variance explained by
the latent construct (Addis et al., 2019; Adem & Virdi, 2024; Kulenovic¢ et al., 2022).
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A normalized word with a range of 0 to 1 is the coefficient of determination. In order
to evaluate the study’s hypotheses and demonstrate how globalization, privatization, and
liberalization affect competitive priority and export performance, structural analysis and the
information in Figure 3 were used.
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Figure 3. Path analysis.

In terms of model fit, the measurement model shown in Table 6 is tested using statistical
measures that are comparable to the proposed model.

Table 6. Path analysis.

Original Sample Standard T-Statistics

Sample Mean Deviation (O/STDEV) p-Value
Competitive priority -> export performance 0.456 0.462 0.126 3.630 0.000
Globalization -> competitive priorities 0.198 0.198 0.072 2.733 0.007
Liberalization -> competitive priorities 0.418 0.420 0.062 6.777 0.000
Liberalization -> export performance 0.121 0.120 0.063 1.909 0.057
Privatization -> competitive priorities 0.446 0.447 0.077 5.804 0.000
Privatization -> export performance 0.402 0.401 0.116 3.473 0.001

Source: Data output.

The overall structural model showed a good fit to the data and stated that the detailed
explanatory factors (LPG) accounted for 77.1% of the variations in the dependent variable,
the export performance of manufacturing firms. The standard regression coefficient of struc-
tural parameters, which permits the adoption of the hypothesis’ validity, is displayed in the
summary findings of the structural model study.

The standardized beta coefficients are represented by the individual route coefficients,
which guarantee the least squares approach to estimate. The path coefficient’s quality of
fit in partial least squares can be evaluated using asymptotic t-statistics. Insignificant and
antithetical routes do not support the stated relationship between variables; instead, they
support the hypothesis direction, which is experimentally supported.

Apart from looking at the coefficient of determination (R2) indicators of each endoge-
nous variable, the relationship in Table 7 also shows if an independent latent variable has a
significant impact on the dependent variables based on the change in R2. Similarly, Cohen
(1988) determined the effect size f? in the now obsolete partial F-test. In contrast to the F-test,
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the effect size f refers to the fundamental population of the analysis rather than the sample;
hence no degree of freedom needs to be taken into account.

Table 7. Total effect.

g;iriinlal S:/[mple Stea\/ril(aitzl(;i T-Statistics p-Value  Decision
ple ean (STDEV) (O/STDEV)

Competitive priorities -> export performances 0.456 0.462 0.126 3.630 0.000 Rejected
Globalization -> competitive priorities 0.198 0.198 0.072 2.733 0.007 Rejected
Globalization -> export performance 0.090 0.089 0.037 2.410 0.016 Rejected
Liberalization -> competitive priorities 0.418 0.420 0.062 6.777 0.000 Rejected
Liberalization -> export performance 0.311 0.313 0.067 4.656 0.000 Rejected
Privatization -> competitive priorities 0.446 0.447 0.077 5.804 0.000 Rejected
Privatization -> export performance 0.606 0.610 0.068 8.879 0.000 Rejected

Source: Research data.

11. Discussion

Privatization is the process of shedding when public service providers fail to provide
the public with high-quality services and when the public sector lacks the qualified human
resources necessary to finish assigned tasks and projects on time (Ismail, 2018). According to
Marwan et al. (2019), privatization is the process of removing government ownership while
reducing the amount of political bureaucratic meddling and switching to the private sector
in order to increase productivity, produce income or profits, create jobs, enhance service
quality, and grow capital markets. Firms in the private sector can make decisions faster and
allocate resources where they are most needed since they are less bureaucratic than gov-
ernment agencies. Privatization aimed to enhance efficiency and export competitiveness
by transferring state-owned enterprises (SOEs) to private hands. Empirical evidence from
Ethiopia indicates divergent outcomes based on ownership type. Actually, privatization is
recommended as a means of increasing public sector companies’ (PEs’) operational effective-
ness and, consequently, profitability (Gebeyehu, 2000). Mengesha and Tadesse (2021) found
that foreign-acquired privatized firms increased exports by 30% due to technology transfer
and global market access, mirroring findings from Nigeria (Adegbite, 2020). In contrast,
Gebreeyesus (2023) reported that locally privatized firms saw minimal export growth due
to weak managerial capabilities and limited access to finance, consistent with findings in
Tanzania (Kingu, 2014). Privatization’s success in boosting exports depends on post-reform
support, as seen in Vietnam’'s textile sector (World Bank, 2021). Ethiopia’s lack of such sup-
port explains its lag behind its peers. Premature liberalization in Sub-Saharan Africa led to
deindustrialization in some cases (Nkurunziza, 2022).

Oqubay (2020) highlighted that Ethiopian apparel exports to the U.S. under AGOA
grew by 200% between 2015 and 2020, driven by foreign-invested firms like PVH and H&M
suppliers. However, Ethiopian firms remain confined to low-value-added GVC segments,
similar to Bangladesh’s early-stage apparel sector (Lopez-Acevedo & Robertson, 2022).

The effect of economic globalization, privatization, and liberalization on Ethiopian
manufacturing industries’ export performance can be examined from various interrelated
and interconnected perspectives. Liberalization of the economy and reduction in trade bar-
riers are common components of economic liberalization instruments which can improve ac-
cess to the international market (Doan, 2019; Kingu, 2014; Menji, 2010). This results in more
export prospects for the Ethiopian manufacturing firms and those engaged in the global mar-
ket. Liberalization enhances efficiency and innovation by opening up local industries to en-
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gage in the international market by enabling market penetration, raising the caliber and com-
petitiveness of export business, which is frequently a result of more liberalized economy.

Geda and Shimeles (2020) found that liberalization improved export diversification in
sectors like textiles and leather, where firms benefited from cheaper imported inputs. Sim-
ilarly, a World Bank (2022) report noted that Ethiopian firms engaged in export-processing
zones (EPZs) saw a 12% increase in export volumes due to duty-free import schemes. Con-
versely, UNCTAD (2022) observed that premature liberalization led to import surges, weak-
ening domestic firms unable to compete with foreign goods. This aligns with Rodrik’s (2018)
global findings that liberalization without industrial policy support often harms nascent
manufacturing sectors. Liberalization of the economy has the potential to enhance manage-
ment techniques and operational efficiency, two benefits of privatizing state-owned busi-
nesses that are essential for increasing export. Liberalization, privatization, and globaliza-
tion together have the potential to draw foreign and domestic capital, enabling produc-
ers to expand their business and increase their output. Private companies, as compared
to state-owned enterprises, tend to be profit driven and more efficient, which results in a
grater emphasis on the export market, with higher potential return. Ethiopian manufac-
turing firms now take advantage of international resources, technologies, and market by
integrating into the global supply chain because of globalization. International marketing
exposure makes firms follow best practices and adopt updated technologies that are shared
with them, boosting manufacturing productivity. Compared to Morocco and South Africa,
where gradual liberalization was coupled with industrial policies (OECD, 2021), Ethiopia’s
slower export growth suggests the need for the strategic protection of key sectors. Ethiopian
goods may now reach a wider range of consumers because of globalization, which also of-
fers growth prospects.

Because laissez-faire individualism and free market economics promise greater compe-
tition, less government, and more individual choices—so long as they extend the reach of
property rights and market forces—capitalist economic theory is the driving force behind
privatization (Dires, 2017). Neoliberalism is a philosophical approach that combines eco-
nomics and politics. The goal of this policy decision is to move a significant economic sector
from the public to the private sector. Numerous neoliberal programs aim to reduce govern-
ment involvement in the market and promote free market capitalism. According to Dires
(2017), the notion of liberal or neoliberal thinking emerges concurrently from shifts or fresh
discussions regarding the fundamental tenets of governance and the relative advantages of
the public and private sectors.

Globalization and liberalization present opportunities, but poor infrastructure impairs
export performance. The availability of skilled personnel is essential to the success of these
strategies. Manufacturers’ ability to satisfy international standards may be hampered by a
lack of appropriate utilization. Political unpredictability or inconsistent policies can erode
economic reforms, impacting export performance and investor confidence. Ethiopian man-
ufacturing firms export performance may benefit from the combined effects of globalization,
privatization, and economic liberalization.

Globalization gives Ethiopian manufacturing firms access to new markets, expanding
their export destinations and giving them access to global consumers. Sales and income
may increase as a result. However, resolving issues related infrastructure deficiencies, and
maintaining a stable political climate are necessary to realize these advantages. Studies have
confirmed that, since private sectors are predominantly focused on making money, they are
more likely to be efficient and offer lower prices. Furthermore, since the firms are responsible
to their shareholders, efficiency is the best course of action to win their support (Song, 2021).
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12. Conclusions

This paper examines how globalization, privatization, and liberalization, three dy-
namic macroeconomic factors, affect export performance and competitiveness. Globaliza-
tion, economic liberalization, and the privatization of state-owned enterprises all signifi-
cantly and favorably affect a company’s export performance and priorities. Globalization,
privatization, and economic liberalization all positively and significantly affect competitive
priorities (quality, cost, and flexibility). Law and order (institutional stability) positively
and significantly influence export performance ( = 0.32, p < 0.01), aligning with studies
(Geda & Shimeles, 2020) that emphasize the role of regulatory predictability in fostering
export growth. However, foreign consumers are flexible and quality-conscious in their buy-
ing patterns. Due to increased competition from competitors, local manufacturers are com-
pelled by globalization to enhance their efficiency and quality, which can boost their export
competitiveness. According to our finding, countries with more liberalized economies and
privatized exporting businesses have a much higher chance of being satisfied with export
satisfaction, market share, and profit in the current era of globalization.

Incentive schemes (tax breaks, subsidies) had a moderate impact (3 =0.18, p <0.05), but
their effectiveness was diluted by bureaucratic delays, consistent with World Bank’s (2022)
findings on Ethiopia’s export incentives. Reducing trade barriers is a common component
of economic liberalization, which can help manufacturers cut costs by giving them access
to less expensive intermediate goods and raw materials. Exporting firms might observe
an increase in their profit margins as a result. Economic liberalization can help Ethiopian
manufacturers become more competitive globally by attracting foreign direct investment
(FDI), which can give local manufacturing companies capital, technology, and expertise, en-
hancing their ability to produce goods for export and promoting efficiency and competition
within the domestic market.

Trade openness mirrored Rodrik’s (2018) argument on the consequences of early lib-
eralization, showing an inverted U-shaped connection that initially increased exports but
eventually exposed firms to import competition (3 = —0.12, p < 0.10). Gebreeyesus’ (2023)
findings that governance reforms increase production were supported by the highest ef-
fect (3 =0.41, p <0.001) from organizational measurements (private management practices).
The impacts of structural measures (ownership change) were mixed; domestic privatization
had no discernible effect, supporting Mengesha and Tadesse (2021), whereas foreign-led
privatization increased exports (3 = 0.25, p < 0.01). Due to Ethiopia’s poor adoption of tech-
nology, operational measures (automation, cost-cutting) had little effect (3 = 0.09, p > 0.10)
(World Economics & Prospects, 2019). The overall market performance in the global mar-
ket is influenced by law and order, government incentive programs, and general market
openness. Incentive programs have the largest loading when compared to other incentive
schemes. An opportunity cannot be taken advantage of in Ethiopia because of a fear of obsta-
cles, and data indicate that manufacturing firms that export are more impacted by obstacles
than by the benefits of opportunities. Global market opportunity, global market threat, and
global market uncertainty are indicators for global marketing. While Ethiopia’s LPG reforms
have moderately improved export performance, their full potential remains untapped due
to structural gaps. SEM’s systemic approach confirms that synergistic policy design that
is not isolated reforms is key to sustainable export growth. As trade barriers are lowered
and domestic markets become accessible to foreign companies, economic liberalization fre-
quently results in increased competition. Since 1991, Ethiopia has gradually liberalized its
economy, exposing indigenous businesses to competition for which they were not ready
(Abegaz, 2021). Due to their inability to compete with imported goods, many small and
medium-sized businesses (SMEs) have closed their doors and lost employees.



Adm. Sci. 2025, 15, 158 17 of 20

In Ethiopia, market concentration has occasionally resulted from privatization rather
than greater competition. Instead of creating a competitive market, the partial privatization
of the Ethiopian Telecommunications Corporation (now Ethio Telecom) produced a duopoly
(Wasihun, 2023). Similar trends have been noted throughout Africa, where privatization has
frequently resulted in the transfer of governmental monopolies to private entities without
sufficient regulatory oversight. Staff reductions are often the result of privatization, as new
owners look for ways to increase efficiency. Significant employment losses have resulted
from Ethiopia’s privatization of state-owned businesses (SOEs), which has exacerbated so-
cietal unrest (Fantu & Adem, 2022). This is similar to experiences around the world where
privatization has frequently resulted in temporary job losses.
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