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Abstract

This study is an attempt to empirically determine the effect of export growth on the

growth rate of GDP in Bangladesh. In addition we analyse the structure of

Bangladesh export and identify the factors determining the export performance. An

augmented 'neoclassical sources of growth model' is used as the analytical frame work

for empirical investigation. Our preliminary investigation includes an analysis of the

properties of The data using the descriptive statistics and graphical representation of

the key variables. Annual time series data for the period of 1961-1992, were used for

econometric analysis. In our basic model the growth rate of GDP depends on the

investment-GDP ratio, the growth rate of labour force and the weighted growth rate of

export. We extend the basic model by including an interaction dummy for abnormal

year and a trend variable on empirical ground. By employing both the Classical

Linear Regression and the Autoregressive Conditional Heteroscedastic (ARCH)

models, we observe that the weighted export growth rate significantly and positively

affects the growth rate of GDP in Bangladesh. The relationship between GDP and

investment-GDP ratio was sensitive to empirical specification. In our preferred model

(ARCH), we observe that an increase in the share of investment in GDP significantly

increases the growth rate of GDP in normal years, but negligibly increases the GDP

growth in abnormal years. The abnormality in the economy arises from political

turmoil and natural disaster. We also disaggregated investment into private and

public investment, and aggregate export into manufacturing and non-manufacturing

exports. Due to multicollinearity problem we can not establish significant relationship

of these variables with the GDP growth rate. This dissertation complements the

findings of other studies in this field by rejecting the null hypothesis of no significant

effect of export growth on economic growth of the country. Hence the export led

growth strategy deserves special attention and concerted efforts are necessary for

generating exportable surplus in the domestic economy. In order to promote export

and magnify the effect of export on economic growth, this study suggests some

possible policy measures such as ensuring competitive exchange rate, establishing

backward linkage industries, foreign market penetration, export diversification, and

matching export incentives with those of the south Asian competitors.
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