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ABSTRACT

Gross Domestic Product (GDP) is believed to be an indicator of a country’s economic condition. Bangladesh’s GDP increased at a pace of 8.15% in
fiscal 2018-2019 as per the base year 2005-2006. By the year 2019, Bangladesh has become the seventh fastest-growing economy in the world. This
paper used multiple regression analysis model for the macroeconomic factors. The aim of this study is to measure the effects of macroeconomic factors
considering GDP as the dependent variables and inflation rate, import, and export are considered as independent. This paper represents that import
and export are positively associated factors with GDP whereas inflation rate is a negatively associated factor. This study concluded with revealing the

importance of conducting further study by considering more economic variables to measure the economic growth as a whole.
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1. INTRODUCTION

There are many factors (Natural resources, human resources,
capital formation, technology, efficiency and demand) which have
potential effect on economic growth and country’s development.
Alot of factors influence and control the national and international
market. Some other important issues like production, distribution,
market size, government control and supports play a vital role for
the economic functioning. A few tools are widely used to measure
economic condition of a nation. Gross Domestic Product (GDP)
is one of them. Basically, GDP is an accurate indicator of the size
of an economy and the GDP growth rate is considered as one of
the single best indicators of economic growth, while GDP per
capita represents the living standards over time. GDP is measured
by taking the quantities of all goods and services produced,
multiplying them by their prices, and summing the total. GDP
can be calculated either by the sum of what is purchased in the
economy or by what is produced by the citizen of the country.

However, various factors may have impact on the nation’s GDP
and the researches have tried to find these important factors for
making effective decisions for the non-expandable economic
development and health of a nation. That’s why; an endeavor has
been taken to study these economic factors.

2. LITERATURE REVIEW

Economic growth is measured by gross domestic product and
the factors of economic growth are cross-cutting factors. Stani¢
and Raci¢ (2019) analyzed that FDI, export, import have positive
association and growth rate, unemployment rate and inflation rate
have negative association with GDP. Urrutia and Tampis (2017)
explored that total trade, capital formation and exchange rate are
positively associated whereas interest rate and unemployment
rate are negatively associated factors with GDP. Tekin also (2012)
observed that exports and GDP are positively related.

This Journal is licensed under a Creative Commons Attribution 4.0 International License

International Journal of Economics and Financial Issues | Vol 12 ¢ Issue 1 *




Hasan, et al.: Determining the Impact of Economic Factors to the Gross Domestic Product in Bangladesh

Al-Raimony (2011) studied that real capital growth; real export
growth and real GDP growth are positively related among them.
Etale and Etale (2016) explored the long term interrelation
between foreign direct investments, export and economic growth.
Etale and Etale (2016) investigated that FDI and GDP have
bidirectional relation and GDP and export have unidirectional
relation. Elsewhere, Haseeb et al., (2014) found that export, FDI
and GDP are positively related.

Nestorovi¢ (2015) summarized that FDI and GDP are positively
correlated but not significant. Akter (2015) explored that export has
positive outcome on GDP and import has negative relation with
GDP. Javed et al. (2012) studied that export is positively related
and statistically significant with GDP. Hussain (2014) found that
export has positive influence on GDP.

Rai and Jhala (2015) investigated that GDP is positively influenced
by export. Zaheer et al. (2014) found that import and export have
positive effect on GDP. Considering all these, in this research
paper, the researchers want to investigate the effect of inflation rate,
import and export on gross domestic product (GDP) in Bangladesh.

Eric et al. (2019) used multiple regression model to analyze the
impact of export and trade liberalisation on GDP and realized
that export and trade liberalisation have positive impact on GDP.
Siregar and Alhempi (2018) employed multiple regression model
to examine the effect of export and GDP on currency rate and
observed that currency rate is positively influenced by export
and GDP.

Hossain (2012) stated that the GDP growth of Bangladesh is
increasing but it does not ensure poverty reduction unless it is
equitably distributed and Population growth also contributing
poverty and as such poverty equity and GDP triangle must
be synergistically designed with population, education and
environment.

Anghelache (2011) adopted simple regression model for examining
the relationship of final consumption and GDP and found that GDP
is positively impacted by final consumption.

However, this paper have also studied the impact of exchange rate,
inflation, import and export on GDP by using multiple regression
model and found that import and export have positive relation
with GDP and inflation whereas exchange rate have negative
association with GDP.

3. DATAAND METHODOLOGY

3.1. Data Source

The researchers used secondary data related to the present study
and collected from World Bank for the fiscal year from 2010 to
2020. The secondary data has been analyzed in SPSS 16.00 version
and descriptive statistics and multiple linear regression has been
used to analyze the economic factors. The researchers used gross
domestic product as dependent variable of the study. Inflation rate,
import and export of the macroeconomic variables were used as
independent variables.

3.2. Multiple Linear Regression

The multiple linear regression is used to investigate the relationship
between a dependent variable and one or more independent
variables. The general form of the regression model is:

y=B,tBx +Bx,+Bx, +...+Bx t¢ (1

Where y the dependent is variable, 3, is the intercept, x, to x,
are the independent variables, 3, to B, is the change in y for each
one increment change in the independent variables, and € is the
disturbances.

Therefore, the ordinary least square fitted model from (1) is given
by

V=B + Bx + Box, + Bixy +.. 4 Bx,

is the predicted value of the dependent variable y, f3; is the
intercept, x, to x_are the independent variables, 3, to 3, is the
estimated value of 3, to f3,.

4. RESULTS AND DISCUSSION

The People’s Republic of Bangladesh, also known as only
“Bangladesh” is a South Asian small country. It is one of the most
populous countries in the world with more than 163 million people
in an area of either 148,460 km?. Dhaka, as the capital city, is the
main economic, political, and cultural hub of this nation. It has
long struggle history for freedom since 1900s during British era,
and finally become independent nation by 1971 from Pakistan. Few
recent macroeconomic factors are presented in Table 1. Table 1
shows the GDP, inflation rate, import and export related data for
the last decade.

4.1. Graphical Analysis

A few graphical analysis are drawn bellow for easy understanding
of the real scenarios.

From the Figure 1, it is seen that GDP increases as the inflation
rate increases. Few more graphs are given below-

Table 1: Few macroeconomic factors of Bangladesh
economy

Fiscal GDP (USD Inflation Import(USD Export (USD
year Billion) rate (%) Billion) Billion)
2010 115.30 8.13 18.47 25.11
2011 128.60 11.40 25.63 35.37
2012 133.40 6.22 26.89 37.27
2013 150.00 7.53 29.30 40.14
2014 172.90 6.99 32.83 44.13
2015 195.10 6.19 33.82 48.28
2016 221.40 5.51 36.86 47.17
2017 249.70 5.70 37.55 50.61
2018 274.00 5.54 40.56 64.25
2019 302.60 5.59 46.36 64.86
2020 324.20 5.69 39.50 60.25

Source: World Bank, 2021
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From the Figure 2, it is seen that GDP increases as the import
increases. One more graphs have given below-

From the Figure 3, it is seen that GDP increases as the export
increases. Both are found very much positive at all.

4.2. Correlation Analysis
Here, a correlation analysis has been conducted and results are
found that is shown in the Table 2.

This research used the Pearson correlation coefficient in
estimating whether there exist a significant relationship between
the dependent (GDP) and independent variables (inflation rate,
import, and export).

Figure 1: Scatter plot on GDP versus inflation rate
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Figure 2: Scatter plot on GDP versus import
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Figure 2: Scatter plot on GDP versus import
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Table 2 discloses the correlation coefficient, as well as the p-value
of the independent variables (inflation rate, import, and export)
analyzed against GDP. The results indicate that all the variables
have a significant relationship with GDP since their P-values is
less than the level of significance of 0.05.

From the Table 2, it is observed that inflation rate has a negative
linear relationship with GDP and import, export has a strong
positive linear relationship with GDP.

4.3. Multiple Linear Regression Models for GDP
From the Table 3, it is observed that inflation rate, import, export
are jointly significant with GDP at 1% level of significance.

From the Table 4, the estimated model for GDP is,
»=-14.09-3.83x, +4.78x, +0.62x,

Where, is the predicted value of the dependent variable GDP,
x,=inflation rate, x,=import and x, = export

Adjusted R-square value 0.851 indicates that 85.10% of the
total variation of GDP is explained by the inflation rate, import,
export, i.e., this model is actually good enough in predicting the
dependent variable. From the model, it is revealed that there is
an inverse relation between GDP and inflation rate but there is a
positive relation among GDP and import, export. That means, one
unit increase in inflation rate can cause GDP to decrease by 3.83
units. Again, one unit increase in import and export can cause GDP
to increase by 4.78 and 0.62 units All the independent variables
(inflation rate, import, export) are individually insignificant at 5%

Table 2: Correlation among GDP and inflation rate,
import, export

Inflation rate —0.675 0.023
Import 0.943 0.000
Export 0.921 0.000
Source: Authors calculation from collected data

Table 3: Analysis of variance table

Regression 3 48283.23  16094.41 20.02 0.0008
Residual 7 5628.72 804.10

Total 10 53911.95

Source: Authors calculation from collected data

Table 4: Testing individual significance of the regression
model

Intercept —-14.09 91.79 -0.15 0.88 -231.14 202.95
Inflation -3.83 692 055 059 -20.19 12.54
rate

Import 4.78 285 167 013 -197 1154
Export 0.62 466 013 089 -1040 11.65

Source: Authors calculation from collected data
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level of significance. That means, inflation rate, import, export
does not individually influence on GDP.

5. CONCLUSION

Economic growth of a country like Bangladesh is frequently
evaluated by using the factor gross domestic product (GDP) which
is very much needed to supervise the nation progress. Based
on the analysis, it is been seen that inflation, import and export
have direct impact on GDP in Bangladesh. It found that a very
favorable export environment should be chased and encouraged
by country’s policy and decision makers as Bangladesh exports
various garments product each year and this also proves that the
quality of products is outstanding. Investment of the export sector
should also be enhanced to overcome the present obstacles of the
economy and therefore foreign direct investment (FDI) should
also try to be enhanced by attracting the contemplation of foreign
stakeholders from both developing and developed countries.
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