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ABSTRACT 

This study aims at finding the impact of International trade on economic growth and 

development of Underdeveloped Countries, Developing Countries and Developed 

countries. For a time horizon of around 10 years, this study tried to correlate the 

relationship between GDP, unemployment, Industrial Production, inequality and Volume 

of Trade using the simple econometric technique called Ordinary Least Squares (OLS). 

This study finds that the international trade provides positive impact on all the 

economies. But the degree of benefits differs to different countries due to their economic 

status. During the study period, the impact of international trade on the economic growth 

and development of developed countries was good even though they have been majorly 

hit at the times of global financial crisis and oscillations in the global 

economy. Regression results prove that the Developed countries are receiving high 

benefits than the developing and underdeveloped ones. So this study suggested that the 

developed countries should produce some sort of supportive measures to the developing 

and underdeveloped countries to bring equitable and fair trade in the global market. 
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INTRODUCTION 

International trade is the exchange of capital, goods, and services across international 

boundaries. This kind of trade gives rise to a global economy, in which prices, or supply and 

demand is affected by global actions. International trade permits us to expand our markets for 

both goods and services. As a result of international trade, the market contains greater rivalry 

and consequently more competitive prices, which brings a cheaper product home to the 

consumer. International trade provides opportunity to the consumers and countries to access 

goods and services which are not available in their own countries. Almost every kind of 

product can be found in the international market like food, clothes, spare parts, oil, jewellery, 

wine, stocks, currencies and water. Services are also traded like tourism, banking, consulting 

and transportation.  

Imports and exports are accounted for in a country's current account in the balance of 

payments. The history of international trade chronicles notable events that have affected the 

trade between various countries. In the era before the rise of the nation state, the term 

'international' trade cannot be literally applied, but simply means trade over long distances; 

the sort of movement in goods which would represent international trade in the modern 

world. 

There are a number of motivations for countries across the globe to engage themselves in the 

international trading activities. Global trade allows wealthy countries to use their resources - 

whether labour, technology or capital - more efficiently. Because countries are endowed with 

different assets and natural resources (land, labour, capital and technology), some countries 

may produce the same good more efficiently and therefore sell it more cheaply than other 

countries. If a country cannot efficiently produce an item, it can obtain the item by trading 

with another country that can. This is known as specialization in international trade. 

International trade not only results in increased efficiency but also allows countries to 

participate in a global economy, encouraging the opportunity of foreign direct investment 

(FDI), which is the amount of money that individuals invest into foreign companies and other 

assets. In theory, economies can therefore grow more efficiently and can more easily become 

competitive economic participants. As it opens up the opportunity for specialization and 

therefore more efficient use of resources, international trade has the potential to maximize a 

country's capacity to produce and acquire goods. Opponents of global free trade have argued, 

however, that international trade still allows for inefficiencies that leave developing nations 

compromised. 



IJRESS                 Volume 5, Issue 2 (February 2015)           (ISSN 2249-7382) 

IMPACT FACTOR – 4.992 

International Journal of Research in Economics & Social Sciences  
 http://www.euroasiapub.org 11 

 INTERNATIONAL TRADE: THE DEVELOPING COUNTRIES PERSPECTIVES  

The modern economic trends are revealing that International Trade is helping the growth of 

Developing Nations. The openness to international trade has been lucrative to the developing 

countries for rapid economic growth. The adoption of open market policies, and decline in 

the concepts of trade protection in certain developing countries has helped them immensely 

in their rapid economic growth. International trade supports growth in a variety of ways. It 

makes the producers more efficient as they must contend with some of the best in the world. 

The open markets also provide access to some of the best technologies, which allow countries 

to focus on certain industries, rather than producing all on their own. One of the main reasons 

behind the fall of Soviet Union was the failure to adopt advanced technology, in order to 

compete with the other world class producers. India and China, at present are the best 

possible examples of developing countries in international trade even though other BRICS 

are also doing well.  

The international trade facilitates growth & development, opening of agriculture markets 

leading to elimination of poverty and provides consumer benefits as more options to choose 

from. However, there have been certain problems being faced by the developing economies 

in international trade issues. One of them is a series of financial crisis since early 1990s - 

financial collapse in Mexico (1994-95), economic crisis in Southeast Asian countries (1997), 

crisis in Brazil (1999) etc. Also the late 2000s financial crises in United States & Euro zone 

debt crisis have weakened the global economic environment which have plunged the 

international trade activities in developing nations. India is presently facing huge current 

account deficit (CAD) problems amid weak demand in the global economy. Deep poverty in 

many developing countries also affects international trade. The restructuring of the transition 

economies still requires huge amount of capital from developed western economies & more 

liberal access of their exports in the western nations. 

 INTERNATIONAL TRADE: THE UNDERDEVELOPED COUNTRIES 

PERSPECTIVES  

International trade is important for less developed countries as it is an important factor 

inducing their growth and also the statistics suggest that it frequently accounts for 20 percent 

or more of their total economy as against just 8 percent for a developed economy such as the 

United States. Indeed, trade is much more important to them than aid. Total exports of the 

less developed areas amounted to $31 billion in 1960, while the total flow of financial 

assistance from the industrial nations (including private foreign investment) amounted to $8 

billion. Despite these facts, very little is being done either within the less developed nations 
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or through various aid programs to encourage their exports. Indeed, there is a disturbing trend 

toward policies which actively work in the opposite direction. The failure to stress the 

importance of international trade is serious, since unless these nations can expand it they 

cannot achieve their aspirations for accelerated development and for a rapid growth in living 

standards. 

Consequently, it is pertinent to review the role which exports have played in the development 

process; examine critically the argument that a developing nation should now concentrate its 

efforts on local industrialization and play down its traditional trade in food and industrial raw 

materials and consider what could be done through commodity agreements or other policies 

to promote exports from the less developed nations. Experts agree that the protectionist 

measures taken during the global financial crisis have proved to be considerably less far-

reaching than those taken during the Great Depression of the 1930s. Nevertheless, new trade 

restrictions have been established in the aftermath of the crisis, especially in member 

countries of the G20. Some of these measures hurt the least developed countries. In recent 

years there has been a significant change in the composition of the trade between the 

industrial and less developed nations. The United Kingdom, many continental European 

nations and Japan supported their industrial development by trading textiles, flour, shoes and 

other consumer products for such primary products as cotton, cocoa, sugar, hides, copper and 

jute. In such a trading system, it was difficult for local manufacturing to get under way in the 

less developed nations, though a start was made in the 1920s and 1930s. 

 INTERNATIONAL TRADE: THE DEVELOPED COUNTRIES PERSPECTIVES  

The developed countries are major players in the world markets and have high volumes of 

trade across different goods and services. The greatest volume of trade occurs between such 

developed, capital-rich countries, especially between industrial leaders such as Australia, 

Belgium, Canada, France, Germany, Italy, Japan, the Netherlands, Spain, Sweden, the United 

Kingdom, and the United States. Generally, as a country matures economically, its 

participation in foreign trade grows more rapidly than its GDP. The EU affords an impressive 

example of the gains to be derived from freer trade between such countries. A major part of 

the increases in real income in EU countries is almost certainly attributable to the removal of 

trade barriers. The EU’s formation cannot, however, be interpreted as reflecting an 

unqualified dedication to the free-trade principle, since EU countries maintain tariffs against 

goods from outside the Union. Trade protectionism is a serious problem in such nations these 

times. 
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However, there are certain differences in the patterns of trade among such developed 

countries as well. The United States, being a huge nation and rich in wide variety of resources 

can produce almost all of the products it needs. Whereas smaller developed nations like 

Switzerland & Austria having a relatively narrower range of resources available at their 

disposal can produce a much smaller range of products and import the rest of them. Even the 

industrially developed nations of European Union & England rely crucially on international 

trade. This is evident from the volume of trade as a percentage of GDP for these nations. This 

value is much larger for smaller developed nations compared to the United States. 

 INDIA AND THE INTERNATIONAL TRADE  

Before the Liberalization the Indian economy is very poor compared with the other 

developed countries with high deficit in Balance of Payments (BOP) and no foreign reserves. 

With the Liberalization, privatization and Globalization of the economy and the government 

policies on exports and imports Many of the foreign countries which are members of the 

trading blocs like SAARC, WTO entered into India to do export and imports business trade 

with India. Trade agreements with its neighbours, East Asian countries, the United States and 

Preferential Trade Agreements with Afghanistan, Chile, and Mercosur boosted India's trade 

relations with global economies.  

After the independence, India depended upon the foreign countries and used to import rice, 

sugar, wheat, Pulses, Maize, oil and other industrial allied products and bi-products .With the 

changing conditions in the business environment and the development of advance technology 

in science and technology there were drastic changes in the Indian economy. India is now 

producing the Agricultural products and Industrial products and bi-products and became self-

sufficient and competing with the developed and developing countries in the world like 

Agriculture green revolution, white revolution, and Science and technology advancement in 

Pharmaceuticals industries and now with the development in services sector. 

India International Trade reflects the growing prominence of Indian economy in the global 

market, in turn leading to an International economic. The development of the International 

economic environment has helped the other developing countries as well, improving the 

entire global economy. The present liberal trading policies taken by the Indian government 

have facilitated the establishment of an international economic order setting up a symbiotic 

relation between the developed and developing countries. The EXIM policy of the 

government products which were earlier in restricted list now became in the open general list 

and more over the number of products from restricted list has now brought down to 

somewhere around two hundred and place in open general licensing policy with this many of 
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the Indian firms entered into business with individual or with joint ventures to do exports and 

imports business. The liberal reforms launched and policies implemented so far have 

attracted many investors to participate in the India International Trade. 

Major commodities imported by India comprises of cereals & preparation, fertilizers, edible 

oils, sugar, pulp and waste paper, paper board and manufacturing, news print, crude rubber, 

non-ferrous metals, metallic ferrous ores and metal scrap, iron and steel, petroleum crude and 

products, medical ,pharmacy products, chemicals etc. Major exported commodities for India 

are Tea, Coffee, Wheat, Sesame& Niger Seeds Groundnuts, Oil meals, Guar gum Meals, 

Shellac, Floriculture Products, Processed Foods, Mica, Coal, Gems & Jewellery, Sports 

Goods, Chemicals & Allied Products (except Residual Chemicals), Engineering Goods, 

Electronic Goods, Manmade Textiles, Made Ups etc., Jute Manufactures, Hand Made Carpets 

(excluding Silk), Cotton, Rice, Tobacco, Spices, Nuts & Seeds, Marine Products, Iron Ore, 

processed Minerals, Residual Chemicals and Allied Products, Project Goods, Readymade 

Garments, Cotton Yarn Fabrics Made ups, Wool & Woollen Manufactures, Coir, Handicrafts 

and Carpets. 

With the liberalization and Privatisation and globalization of the Indian economy and the 

government policy on foreign trade, there are changes in the business environment, with the 

development of science and technology there is a drastic change in the Indian economy .The 

present liberal trading policies taken by the Indian government have facilitated the 

establishment of an international economic order setting up a symbiotic relation between the 

developed countries and India which has boosted economic growth through the means of 

Foreign Investment and has helped India secure prominent position in the World Economy. 

The foreign trade policy of the government of India made awareness in the manufactures and 

producers to do the international business trade of imports and exports .The Government on 

one side protecting the domestic market and allowing the imports of goods from the foreign 

countries. Export more products which are self-sufficient in the counted and import less from 

the foreign country and make the balance of payment low. 

 SIGNIFICANCE OF STUDY 

International trade is the exchange of capital, goods, and services across international borders 

or territories. In most countries, such trade represents a significant share of gross domestic 

product (GDP). While international trade has been present throughout much of history (see 

Silk Road, Amber Road), it’s economic, social, and political importance has been on the rise 

in recent centuries. 
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The issues of international trade and economic growth have gained substantial importance 

with the introduction of trade liberalization policies in the developing nations across the 

world. International trade and its impact on economic growth crucially depend on 

globalization. As far as the impact of international trade on economic growth is concerned, 

the economists and policy makers of the developed and developing economies are divided 

into two separate groups. 

One group of economists is of the view that international trade has brought about 

unfavourable changes in the economic and financial scenarios of the developing countries. 

According to them, the gains from trade have gone mostly to the developed nations of the 

world. Liberalization of trade policies, reduction of tariffs and globalization have adversely 

affected the industrial setups of the less developed and developing economies. As an 

aftermath of liberalization, majority of the infant industries in these nations have closed their 

operations. Many other industries that used to operate under government protection found it 

very difficult to compete with their global counterparts. 

The other group of economists, which speaks in favour of globalization and international 

trade, come with a brighter view of the international trade and its impact on economic growth 

of the developing nations. According to them developing countries, which have followed 

trade liberalization policies, have experienced all the favourable effects of globalization and 

international trade. China and India are regarded as the trend-setters in this case. 

However, even if we take the positive impacts of international trade, it is important to 

consider that international trade alone cannot bring about economic growth and prosperity in 

any country. There are many other factors like flexible trade policies, favourable 

macroeconomic scenario and political stability that need to be there to complement the gains 

from trade. 

In conclusion it can be said that, international trade leads to economic growth provided the 

policy measures and economic infrastructure are accommodative enough to cope with the 

changes in social and financial scenario that result from it. 

RESEARCH GAPS 

 Analysis in a number of studies has been done only on a particular country or group 

of countries. So it is difficult to generalise the results based on their economic status. 

 Most of the studies done in the past consider only a few variables during the analysis 

in which case it becomes really difficult to get the correct results and infer their 

implications. 
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 In this study, number of parameters have been considered for the economic growth 

and development of a nation through GDP, GDP growth rate, unemployment, 

industrial production growth rate, Gini coefficient in order to understand the 

implications of the results more accurately. 

 RESEARCH QUESTIONS 

 What are the different trade parameters which can affect the behaviour of major 

macroeconomic variables related to economic growth and development of the nation? 

 What is the impact of trade measures on the determination of various parameters of 

economic growth and development in Developed Countries (USA & UK), 

Developing Countries (India & Brazil) and Underdeveloped Countries (Bangladesh & 

Zambia) 

 What is the relationship between trade measures and different parameters of economic 

growth and development in each of the above mentioned cases? 

 OBJECTIVES OF THE STUDY 

 Identify the different trade parameters which affect economic growth and 

development through GDP, GDP growth rate, unemployment rate, industrial 

production growth rate and Gini coefficient. 

 Analyze the impact of trade measures on the determination of economic growth and 

development of underdeveloped, developing and developed countries through GDP, 

GDP growth rate, unemployment rate and industrial production growth rate. 

 To probe into the relationship between economic growth variables on economic 

development of underdeveloped, developing and developed countries. 

 To suggest favourable policies that benefits economic growth and development of 

developing, developed and underdeveloped countries. 

 PERIOD OF STUDY 

The period of study chosen for the analysis is from 1999-2011. This period is of significance 

to the study as it has witnessed huge international trade activities with the globalisation and 

world economies becoming more dependent on each other. The patterns of international trade 

have also changed during this period so it has affected economies across the globe. 
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TOOLS OF ANALYSIS 

The study uses secondary data obtained from various published sources like government 

reports, database of international institutions etc. The analysis uses linear regression model 

and descriptive statistical methods like bar graphs, line graphs, and data table. These tools 

have been used to show the relationship between the relevant variables, changes in trends of 

growth and development variables which shows the effect of economic policies implemented. 

METHODOLOGY 

The analysis throughout the study has been done on the basis of Ordinary Least Squares 

(OLS) estimation. The macroeconomic variables such as GDP, Unemployment rate, 

Industrial Production Growth Rate, IIP, Gini coefficient have been regressed against the trade 

volumes and the results thus obtained, have been analysed. Here, the trade volumes are the 

explanatory variables and the other macroeconomic variables are the dependent variables.  

LIMITATIONS 

The major limitations of the study are mentioned below; 

1. The study is limited only to the period of 1999-2011 for effect of Volume of Trade on 

economic growth & development parameters. 

2. Only the countries USA, UK, Zambia, India, Brazil and Bangladesh have been 

considered as sample countries for the study. But these countries might not be representative 

countries for rest of the world to represent developed, underdeveloped or developing 

countries. 

3. Parameters of growth such as GDP and unemployment rate have been considered 

which may not reflect changes in other parameters. 

4. The study only relates the relevant variables and interprets the numerical results and 

does not go into causal analysis. 

5. The study uses only Gretl software to apply econometrics for simple regression 

analysis and graphical analysis using excels only. 

ANALYSIS 

This study has been conducted to find out the impact of international trade on economic 

growth and development. Two countries have been taken in each of the category – developed, 

underdeveloped & developing. United States & United Kingdom for developed, Zambia and 

Bangladesh for underdeveloped, Brazil & India for developing have been studied. 

Basic econometric technique of Ordinary Least Squares (OLS) has been used to analyse the 

relationship between economic growth & development parameters & international trade 

parameters. The explanatory variable used is Volume of Trade & dependent variables used 
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are GDP, Industrial Production growth rate, Unemployment rate & GDP growth rate, Gini 

coefficient, IIP.  

The following simple 2-variable regression equation has been used for the analysis 

 + X +  

Where, Y = dependent variable, X = explanatory variable 

 = intercept coefficient,  = slope coefficient  

 = error term 

For each country case, each of the dependent variable has been individually regressed against 

the explanatory variable to empirically obtain the relationship between the two and the 

numerical results obtained have been used to infer about the relationship. These relationships 

give the idea about how international trade has affected economic growth & development in 

each of the respective countries considered. 

Unemployment Rate  

The percentage of labour force that is unemployed in the economy and actively seeking 

employment and ready to work. 

Gini coefficient 

The Gini coefficient (also known as the Gini index or Gini ratio) is a measure of statistical 

dispersion developed by the Italian statistician and sociologist Corrado Gini. The Gini 

coefficient measures the inequality among values of a frequency distribution (for example 

levels of income). A Gini coefficient of zero expresses perfect equality, where all values are 

the same (for example, where everyone has an exactly equal income). 

Per Capita GDP 

Per capita income, also known as income per person, is the mean income of the people in an 

economic unit such as a country or city. It is calculated by taking a measure of all sources of 

income in the aggregate (such as GDP or Gross national income) and dividing it by the total 

population. 

Index of Industrial Production 

Index of Industrial Production (IIP) in simplest terms is an index which details out the growth 

of various sectors in an economy. E.g. Indian IIP will focus on sectors like mining, electricity 

and manufacturing. 

Volume of Trade 

It is a measure of total amount of trade activity in which a country is engaged i.e. total sum of 

all the imports & exports of a country. 
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1.1.  Impact of Trade on the Economic growth and Development of Developed 

Nations 

1.1.1. UNITED STATES OF AMERICA 

The economy of the United States of America is the largest national economy in the world. 

The US is one the world’s wealthiest nation with abundant natural resources, a well- 

developed infrastructure and high productivity. The United States of America, today, trades 

with a large number of nations and also the economic growth and the stability of the US 

greatly affects the economies of other nations all across the globe. Therefore, while analysing 

the impact of trade on the economic growth of the developed nations, United States of 

America becomes the obvious first choice. 

        Dependent Variable:  Gross Domestic Product (GDP) (in billion $) 

        Independent Variable: Volume of Trade (VOT) (in billion $) 

 

The Value of R
2 

comes out to be 0.85 (85%). This is a significant value for R-squared 

analysis and is greater than 80%. Hence, it can be concluded that the variations in GDP has 

been largely affected by the change in the Volume of Trade of USA. 

The next tool used for the analysis is the coefficient, for which the value obtained is positive 

i.e. 2.88. This shows that the Volume of Trade have a positive effect on the nation’s GDP. 

The probability of the coefficient is 0.0167 (1.67%), which shows that the probability of 

regression output, coming by chance is 1.67% which is fairly low. 

Based on the OLS estimations, this study found that the positive relationship between the 

GDP and the Volume of Trade. 
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Dependent Variable: GDP Growth Rate (in %) 

Independent Variable: Volume of Trade (in billion $) 

 

 The value of R
2 

comes out to be 0.1217 (12.17%). This is not a significant value as it even 

less than 20%. Hence, it can be concluded that the growth rate of GDP is not as significantly 

affected by the Volume of Trade as the GDP itself. 

Also, the coefficient for the GDP growth rate comes out to be negative (-0.001). Due to the 

low value of coefficient, we can observe that the Volume of Trade has been negatively 

related to the GDP Growth Rate and it does not have any significant effect on the nations 

GDP. This empirical result can also be verified with the help of OLS method and statistical 

data. It is clearly seen from the data that there is no significant relationship between GDP 

Growth rate and Volume of Trade and the trend lines in both the graphs seem to be 

uncorrelated. 

Dependent variable: Unemployment rate (in %) 

Independent Variable: Volume of Trade (in billion $) 
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Based on the analysis of unemployment rate, the coefficient of determination R
2
 comes out to 

be 0.4547 (45.47%) which implies that the unemployment rate of USA has been moderately 

affected by the Volume of Trade.  

Based on the estimations, the coefficient came out to be 0.002. The p-value for the test came 

out to be 0.0115 (1.15%) which is quite low. Therefore, it can be said that the chance or 

probability of chance is very low.   

From the statistical data relating to unemployment rate and volume of trade, this study finds 

that there is no specific relation between the two parameters. This can be explained on the 

basis that the volume of trade is one of the indirect factors which affect the unemployment 

rate in a nation. There are many other variables which affect the unemployment rate more 

directly. Hence the volume of trade is not the significant on unemployment rate which can be 

verified by the low value of the coefficient of volume of trade (0.002). 

Dependent variable: Industrial Production Growth Rate 

Independent Variable: Volume of Trade 
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The coefficient of determination R
2
 for the industrial production growth rate came out to be 

0.000095 which is very low. Hence, we can say that the industrial production growth rate is 

insignificantly affected by the volume of trade. 

The coefficient for the volume of trade came out to be 0.035 which is also low supporting the 

fact that the industrial production and its growth rate are not significantly affected by the 

volume of trade. 

Simultaneously, the statistical data and its trends also prove that there is an insignificant 

relationship between the growth rate of industrial production and volume of trade because the 

reason for the growth of the industrial production in an economy does not directly depend on 

the volume of trade. There are other parameters like investment etc. which affect the growth 

of industrial production in a country more directly 

 UNITED KINGDOM (UK) 

The United Kingdom is the sixth largest economy in the world when measured by nominal 

GDP and the second largest economy in Europe. The UK has one of the most globalized 

economies. London is the world’s largest financial centre alongside New York. The UK has a 

very diverse trade base, exports ranging from pharmaceuticals to military and imports 

ranging from manufactured goods to food, beverages and tobacco. Due to the large trade base 

and its ability to affect the global economy significantly, this study has chosen United 

Kingdom as the second developed nation in our analysis. 

 

Dependent Variable: Gross Domestic Product (GDP) (in billion $) 

Independent Variable: Volume of Trade (VOT) (in billion $) 
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The first tool used for the analysis is the coefficient of determination, R
2
. The value of R-

squared comes out to be 0.8523 (85.23%). This is quite a significant value which implies that 

the GDP of United Kingdom has been determined by volume of trade to a very large extent. 

The next tool implemented is the coefficient of Volume of Trade. The coefficient comes out 

to be 1.547, which is a significant. The implication of this value of coefficient is that the GDP 

is significantly affected by the Volume of trade. Also the p-value comes out to be 0.012. This 

low p-value indicated that the probability that the results of this analysis are obtained by 

chance is very low. 

Also, the p-value of F statistic comes out to be 0.000018 which is also very low signifying 

the fact that the probability obtained by chance is very low. 

Dependent Variable: GDP Growth Rate 

Independent Variable: Volume of Trade 
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The value of coefficient of determination, R-squared, comes out to be 0.0422 (4.22%). The 

value of R
2
 is quite low and hence we can say that the GDP Growth of UK is not that 

significantly determined by the Volume of Trade. 

The value of the coefficient of the Volume of Trade comes out to be negative (-0.0022). This 

implies that even though there is a negative relationship between GDP growth rate and 

Volume of trade but it is not that significant. 

Dependent Variable: Unemployment Rate 

Independent Variable: Volume of 

Trade

 

From the empirical analysis, the coefficient of determination R-squared comes out to be to be 

0.1251 (12.51%). This is quite a low value which implies that the unemployment rate is not 

significantly determined by the volume of trade.  

The coefficient of volume of trade comes out to be 0.0026 which is also a low value implying 

that the unemployment rate is not the significantly affected by the volume of trade. 

Dependent Variable : Industrial Production Growth Rate 

Independent Variable: Volume of Trade  
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According to the Industrial production growth rate, the coefficient of determination R-

squared is 0.0026588 which is less than even 1%. This implies that the volume of trade has 

not been a significant parameter behind the determination of industrial production growth rate 

in UK since 1999. 

The coefficient of determination of volume of trade comes out to be negative (-0.008). This 

implies that there has been a negative relationship between the volume of trade and the 

industrial production growth rate but this relationship has not been a significant one. 

Impact of Trade on the Economic Growth and Development of developing nations - 

Analysis for India 

Indian economy is the tenth-largest economy in the world by nominal GDP and the third 

largest in terms of purchasing power parity (PPP). India is the nineteenth largest exporter and 

tenth largest importer in the world contributes lot to international trade. Economic growth 

rate slowed to around 5% for the 2012–13 fiscal year as against of 6.2% in the last year. It is 

to be noted that India's GDP grew by an amazing of 9.3% in 2010-11. So the growth rate has 

nearly shared in a span of just three years. The independence-era Indian economy (from 1947 

to 1991) was based on a mixed economy uniting structures of capitalism and socialism, 

resulting in an inward-looking, interventionist policies and import-substituting economy that 

failed to take advantage of the post-war expansion of trade. This model contributed to 

widespread inefficiencies and corruption, and the failings of this system were due largely to 

its poor implementation. In 1991, India implemented liberal and free-market oriented 

principles and liberalized its economy to international trade under the guidance of Manmohan 

Singh, who then was the Finance Minister of India under the leadership of P.V. Narasimha 

Rao the then Prime Minister who eliminated License Raj a pre- and post-British Era 
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mechanism of strict government mechanism on setting up new manufacturing. Ensuing these 

strong economic reforms and a strong focus on developing domestic infrastructure such as 

the Golden Quadrilateral plan by Atal Bihari Vajpayee, the then Prime Minister, the country's 

economic growth developed at a rapid pace with very high rates of growth and large 

increases in the incomes of people. Due to the large contribution to international trade and 

emerging economy in the world, this study has chosen Indian economy as the first developing 

nation in the study. 

Dependent Variable:  Real GDP Growth rate 

Independent Variable(s): Volume of Trade (VOT) 

 

As it can be seen from the regression results, the value of R squared comes to be 0.475702. 

This is a reasonably good value which proves that the growth rate of GDP can be mainly 

attributed to the volume of trade. 

Based on the value of Probability of F statistic, the value turn out to be 0.141326 which 

shows that there is a strong relationship between the growth rate of GDP and the volume of 

trade. 

 BRAZIL 

The economy of Brazil is the world's seventh largest by nominal GDP. Brazil has moderately 

free markets and an inward-oriented economy. Its economy is the largest in Latin American 

nations and the second largest in the western hemisphere. Brazil is one of the fastest-growing 

major economies in the world with an average annual GDP growth rate of over 5 percent. In 

Brazilian reals, its GDP was estimated at R$ 4.403 trillion in 2013($2.223 trillion USD). The 

Brazilian economy has been predicted to become one of the five largest economies in the 

world in the decades to come. Brazil is a member of diverse economic organizations, such as 

Mercosur, Unasul, G8+5, G20, WTO, and the Cairns Group. Its trade partner’s number in the 
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hundreds, with 60 percent of exports mostly of manufactured or semi manufactured goods. 

Brazil's main trade partners in 2008 were: Mercosul and Latin America (25.9 percent of 

trade), EU (23.4 percent), Asia (18.9 percent), the United States (14.0 percent), and others 

(17.8 percent). 

According to the World Economic Forum, Brazil was the top country in upward evolution of 

competitiveness in 2009, gaining eight positions among other countries, overcoming Russia 

for the first time, and partially closing the competitiveness gap with India and China among 

the BRIC economies. Important steps taken since the 1990s toward fiscal sustainability, as 

well as measures taken to liberalize and open the economy, have significantly boosted the 

country’s competitiveness fundamentals, providing a better environment for private-sector 

development. The owner of a sophisticated technological sector, Brazil develops projects that 

range from submarines to aircraft and is involved in space research: the country possesses a 

satellite launching centre and was the only country in the Southern Hemisphere to integrate 

the team responsible for the construction of the International Space Station (ISS). It is also a 

pioneer in many fields, including ethanol production. 

Brazil, together with Mexico, has been at the forefront of the Latin American multinationals 

phenomenon by which, thanks to superior technology and organization, local companies have 

successfully turned global. These multinationals have made this transition notably by 

investing massively abroad, in the region and beyond, and thus realizing an increasing 

portion of their revenues internationally. Brazil is also a pioneer in the fields of deep water oil 

research from where 73 percent of its reserves are extracted. According to government 

statistics, Brazil was the first capitalist country to bring together the ten largest car assembly 

companies inside its national territory. The annual Brazil Investment Summit takes place in 

São Paulo and is the largest gathering in Brazil of international investment experts covering 

opportunities in alternative vehicles, infrastructure, and advanced trading strategies. 

Dependent Variable:  Real GDP Growth rate Independent Variable(s): Volume of 

Trade (VOT) (in billion $)  

Industrial Production Growth Rate 

Unemployment Rate 
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As it can be seen from the regression results, the value of R squared comes to be 0.861287. 

This is very high value which proves that the growth rate of GDP can be strongly attributed 

to the volume of trade. 

Based on the value of Probability of F statistic, the value turn out to be 0.000336. The smaller 

the value of this statistic, the more accurate the model is and the lesser the chance that the 

output from the model is by chance. Since the value is very low, we can say that the 

regression model is perfectly specified and that the changes in per capita GDP may be totally 

attributed to the changes in volumes of trade. 

BANGLADESH 

In recent times, the economy of Bangladesh is also showing some improvements in its GDP 

growth and international trade. Its per capita income in 2010 was estimated to US$1,700. 

Bangladesh is deriving more than half of its GDP from the service sector. Nearly 50 percent 

of their labour force is directly depends on agriculture sector.  

Main source of their foreign exchange is through the exports of textiles and garments.  

Pharmaceuticals and Shipbuilding have become a major strength of growth, while the re-

emerging sector is jute with growing international demand for green fibres. Payments from 

Bangladeshis employed overseas, mostly in the Middle East, are another major source of 

foreign exchange earnings. Other significant export sectors include ceramics, cement, 

fertilizer, construction materials, fish and seafood, cane and leather products. Bangladesh has 

also made major strides in its HDI.  

Gross Domestic Product (GDP) 

Dependent Variable:  Gross Domestic Product (GDP) (in billion $) 

Independent Variable: Volume of Trade (VOT) (in billion $) 
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Theoretically, the study finds that the impact of per capita GDP on the volume of trade is a 

positive one. As trade increases, the income of the citizens and the net output of the nation 

are expected to increase. 

Statistical data from 2000 to 2011 shows that there is no significant relationship was 

established. The R-squared value is observed to be very low, which shows the poor fit of the 

curve.  

It is seen from the value of probability (F-statistic), it turns out to be 0.908863. The smaller 

the value of this statistic, the more accurate the model is and the lesser the chance that the 

output from the model is by chance. Since the value is high, we can say that the regression 

model is not perfectly specified and that the changes in per capita GDP may not be totally 

attributed to the changes in volumes of trade. 

Industrial Production Growth Rate 

Dependent Variable:  Industrial Production Growth Rate 

Independent Variable: Volume of Trade (VOT) (in billion $) 
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As can be seen from the regression results, the value of R-squared comes to 0.236 (or 23.6%). 

This is a relatively small value of R-squared but it can still explain that the growth in 

industrial production can be majorly attributed to the increase in volume of trade. 

Considering the value of prob(F-statistic), it turns out to be 0.092211. The smaller the value 

of this statistic, the more accurate the model is and the lesser the chance that the output from 

the model is by chance. Since the value is low, we can say that the regression model is 

correctly specified and that the growth in industrial production can be majorly attributed to 

the increase in volume of trade. 

As it can be seen from the values of the coefficients, the positive value can be attributed to 

the fact that the volume of trade has a positive effect on a nation’s industrial production.  

Unemployment Rate 

Dependent Variable:  Unemployment Rate 

Independent Variable: Volume of Trade (VOT) (in billion $) 
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As it can be seen from the regression results, the value of R-squared comes to 0.727 (or 

72.7%). This is a relatively very high value of R-squared and hence the variations in 

unemployment rate can be majorly attributed to the increase in volume of trade. 

Based on the value of prob(F-statistic), it turns out to be 0.000208. The smaller the value of 

this statistic, the more accurate the model is and the lesser the chance that the output from the 

model is by chance. Since the value is very low, we can say that the regression model is 

correctly specified and that the changes in unemployment rate can be attributed to changes in 

volume of trade. 

As it can be seen from the values of the coefficients, the negative value can be attributed to 

the fact that volume of trade has a negative effect on a nation’s unemployment rate. The 

probability of the coefficient is 0.0002 which shows that the probability of the regression 

output being a chance result is less than 0.02% which is a very low value and hence we can 

say that the model correctly regresses the variables.   

Gini Index 

Dependent Variable:  Gini Index 

Independent Variable: Volume of Trade (VOT) (in billion $) 
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From the regression results, we obtain the value of R-squared as 0.961375 (or 96.1%). This is 

a very high value of R-squared and hence the variations in Gini Index can be majorly 

attributed to the increase in volume of trade. 

Coming to the value of prob(F-statistic), it turns out to be 0.019503. As we know, the smaller 

the value of this statistic, the more accurate the model is and the lesser the chance that the 

output from the model is by chance. Since the value is low enough, we can say that the 

regression model is correctly specified and that the changes in Gini Index can be attributed to 

changes in volume of trade, but other factors may also affect its value. 

From the values of the coefficients, the negative value can be attributed to the fact that 

volume of trade has a negative effect on a nation’s Gini Index, i.e. a measure of inequality.  

 ZAMBIA 

Zambia is a small country located in Sub-Saharan Africa. About one-half of the country's 

11.5 million people are concentrated in a few urban zones strung along the major 

transportation corridors, while rural areas are under-populated. Unemployment and 

underemployment are serious problems. The low GDP per capita places the country among 

the world's poorest nations. Social indicators continue to decline, particularly in 

measurements of life expectancy at birth (about 50 years) and maternal and infant mortality 

(85 per 1,000 live births). The high population growth rate of 2.3% per annum makes it 

difficult for per capita income to increase. The country's rate of economic growth cannot 

support rapid population growth or the strain which HIV/AIDS-related issues (i.e., rising 

medical costs, street children, and decline in worker productivity) places on government 

resources. 
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Gross Domestic Product (GDP) 

Dependent Variable:  Gross Domestic Product (GDP) (in billion $) 

Independent Variable: Volume of Trade (VOT) (in billion $) 

 

Based on the estimations from the regression results, the value of R-squared comes to 

0.907256 (or 90.7%). This is a very high value of R-squared and it shows that the growth in 

GDP can be majorly attributed to the increase in volume of trade. 

Considering the value of prob(F-statistic), it turns out to be very low. The smaller the value of 

this statistic, the more accurate the model is and the lesser the chance that the output from the 

model is by chance. Since the value is so low, we can say that the regression model is 

correctly specified and that the growth in GDP can be majorly attributed to the increase in 

volume of trade. 

As it can be seen from the values of the coefficients, the positive value can be attributed to 

the fact that the volume of trade has a positive effect on a nation’s per capita GDP.  

Industrial Production Growth Rate 

Dependent Variable:  Industrial Production Growth Rate Independent Variable: 

Volume of Trade (VOT) (in billion $) 
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From the regression results, the value of R-squared comes to 0.261507 (or 26.150%). This is 

a relatively small value of R-squared but it can still explain that the growth in industrial 

production can be majorly attributed to the increase in volume of trade. 

Considering the value of prob(F-statistic), it turns out to be 0.074071. The smaller the value 

of this statistic, the more accurate the model is and the lesser the chance that the output from 

the model is by chance. Since the value is high, we can say that the regression model is 

incorrectly specified and that the growth in industrial production cannot be majorly attributed 

to the increase in volume of trade, but there are other factors affecting its value too. 

As it can be seen from the values of the coefficients, the positive value can be attributed to 

the fact that the volume of trade has a positive effect on a nation’s industrial production. 

Unemployment Rate Dependent Variable:  Unemployment Rate Independent Variable: 

Volume of Trade (VOT) (in billion $) 
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As it can be seen from the regression results, the value of R-squared comes to 0.161 (or 

16.1%). This is a relatively low value of R-squared and hence the variations in 

unemployment rate cannot be majorly attributed to the increase in volume of trade. 

Based on the value of probability (F-statistic), it turns out to be 0.085134. The smaller the 

value of this statistic, the more accurate the model is and the lesser the chance that the output 

from the model is by chance. Since the value is relatively high, we can say that the regression 

model is a bit incorrectly specified and that the changes in unemployment rate cannot be 

solely be attributed to changes in volume of trade. 

As it can be seen from the values of the coefficients, the negative value can be attributed to 

the fact that the volume of trade has a negative effect on a nation’s unemployment rate.  

Gini Index Dependent Variable:  Gini Index Independent Variable: Volume of Trade 

(VOT) (in billion $) 
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From the regression results, we obtain the value of R-squared as 0.457862 (or 45.78%). This 

is not a very high value of R-squared and hence the variations in Gini Index are partly 

attributed to the increase in volume of trade. 

Consider the value of prob(F-statistic), it turns out to be 0.186792. As we know, the smaller 

the value of this statistic, the more accurate the model is and the lesser the chance that the 

output from the model is by chance. Since the value is relatively high, we can say that the 

regression model is incorrectly specified and that the changes in Gini Index cannot be 

attributed only to changes in volume of trade, many other factors may also affect its value. 

As it can be seen from the values of the coefficients, the negative value can be attributed to 

the fact that volume of trade has a negative effect on a nation’s Gini Index, i.e. a measure of 

inequality.  

CONCLUSION 

This study has forged link between foreign trade, GDP, unemployment etc. This study found 

that the international trade provides mixed implications. The obtained results indicate that the 

international trade have positive effects on all the economies. But the degree of benefits 

differs for various countries due to their economic status. Developed countries received high 

benefits while compared to developing as well as underdeveloped countries. 

During the study period, the impact of international trade on the economic growth and 

development of developed countries was good even they have been majorly hit at the times of 

global financial crisis and oscillations in the global economy.  

Many of the “less” developed countries have gone through major trade liberalization policies 

in the recent years, while fighting their internal problems such as failing governments, 

military coups, etc. Based on the regression model, this study finds that there is a positive 

relation between increases in trade in the recent years leading to rapid growth in per capita 

GDP, and also the study finds positive results related to other development factors such as IIP 

and Gini-coefficient.  In the case of unemployment, it leads to ambiguous results as these 

countries are often hit by various external factors like global financial crisis, world GDP and 

the growth rate of world trade. 

In the case of developing countries like India and Brazil, opening up of their economy and 

liberalizing trade policies has been nothing short of a boon, as the countries are some of the 

fastest growing countries in the world, catching up with the super-powers. The results of our 

analysis, has mostly been positive as these countries because of FDI and foreign trade have 

face multi-faceted growth in almost all the sectors. 
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Finally, this study suggested that the international trade can be expanded through full-fledged 

liberalisational measures by the respective economies. If they did so, there will be a positive 

impact on the growth of industrial sectors as well as their allied sectors in the respective 

domestic economies. This study also suggested that the developed countries should produce 

some sort of supportive measures to the developing and underdeveloped countries to bring 

equitable and fair trade in the global market.    
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