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Economic development is a problem that is a concern of any economist, politician, government and business. Development is a means of achieving a higher standard of living, a better health system, an optimal quality of education, a high per capita level and low poverty rate. This study focuses primarily on development analysis. It involves economic model built to evaluate the impact of Remittance, Net export and Foreign Direct Investment (FDI) on GDP growth and development. It also includes an overview of the behaviour of these causes in the robust regression model which is estimated using 30 Asian nations. The economic model was built on the basis of GDP growth and the external sectors. It specifies that the variable that has the most significant effect on GDP growth and development is remittances. Net exports and FDI are positively related to growth in GDP, but since there is no significant connection, the evidence is not so strong. Over the last few years, Asian countries have seen remittance to rise. Thus its influence on GDP is growing as well. Finally, a study of the behaviour of external variables in developing countries was performed. A clear understanding of the development is provided in this paper.
Keywords: GDP, Economic development, Remittance, Net export and FDI






Table of Contents
Table of Contents
Abstract	2
1.0 Introduction	4
2.0 Literature Review:	5
3.0 Data Source and Methodology:	7
4.0 Data analysis:	8
4.1 A Cross- country comparison with independent variables	8
Figure 1: A Cross-Country comparison	8
4.2 The outcome of Cross Sectional Robust Regression	8
Table 1: Assessment of Developing Countries, 2017	9
Figure 2: The relationship between GDP growth and Remittance with several developing countries for a year 2017	10
Figure 3: The effect of Net export and GDP	11
Figure 4: The effect of Foreign Direct Investment	12
5.0 Conclusion and Recommendations:	12


List of Tables and Figures:
Figures:
Figure 1: A Cross-Country comparison………………………………………………………. 8
Figure 2: The relationship between GDP growth and Remittance of several developing countries for the year 2017…………………………………………………………………... 10
Figure 3: The effect of Net export and GDP………………………………………………… 11
Figure 4: The effect of Foreign Direct Investment…………………………………………. 12
Tables:
Table 1: Assessment of Developing Countries, 2017………………………………………….9
[bookmark: _Toc56985037]

[bookmark: _Toc67348307]1.0 Introduction

Developing countries have economies with low living standards and low per capita GDP (GDP). The external variable, particularly net exports, FDI, and remittances, has always played a significant role in the economy. The impact of these variables has shifted repeatedly. This study examined the effectiveness and progress of these variables on the economy in depth.
In 30 Asian nations, including Bangladesh, India, Afghanistan, Armenia, Cambodia, Cyprus, China, Indonesia, Japan, Kazakhstan, Kuwait, Lebanon, Malaysia, Nepal, Mongolia, Oman, Philippines, Saudi Arabia, Qatar, Israel, Sri Lanka, Thailand, Georgia, Hong Kong, Jordan, Bhutan, Myanmar, Iraq and Pakistan, this study aim to demonstrate the role of these variables for the year 2017. As we were already aware that certain countries are still developing countries, but we cannot boost our economy that we should be worried about due to certain shortcomings. The research aims to examine the growth and development of GDP in 2017 and three external variables: remittances, net exports and FDI. And also, to see how external variables can expand for developing nations.
The analysis mainly focused on the effect on GDP growth and development of the three external variables. Whatever the reasons listed here, there may be other reasons behind this research. As well as in the external variables, GDP innovations were discussed and clarified how they are related to each other. It also argued how the various variables contribute to the growth and classify main accelerators of development. The higher the coefficient the more impact the variable has on the GDP growth.
In order to identify the relationship between these variables and GDP growth and development, the study developed a robust regression model. This study draws my interest because all economists, policymakers, governments and business people around the world talk about development and try to find potential ways to improve the actual percentage of economic conditions, but there are so many missing information/knowledge on some of the points. Why are we worried about development and growth? Most people believe we cannot develop, but growth and development of GDP lead to a better living situation. We all want to evaluate this improved state of affairs and how happy we are with our lives. This is the reason why I chose this subject. This paper will estimate the fiscal and monetary growth of GDP per capita. A clear understanding of the development is provided in this paper. Growth represents satisfaction and well-being. The scope of the analysis is restricted to data availability.
[bookmark: _Toc56889202][bookmark: _Toc56889305]The paper is structured as follows: The literature review is given in section 2 followed by Data Source and Methodology in section 3, Data Analysis in section 4. Finally, the conclusion and policy recommendations are discussed in section 5.
[bookmark: _Toc56985040][bookmark: _Toc65530145][bookmark: _Toc67348308]2.0 Literature Review:

MOREIRA (2005) The study focused on the macro-level aid-growth relationship. It assesses the macroeconomic effect of foreign aid on developing countries' economic growth and proposes changes to the methodological and econometric procedures described in studies of the relationship between aid and growth. Growth regressions, based on a large sample of developing countries covering a 29-year period, are estimated using the generalized method of moments. By using a panel data, Foreign Aid has a positive effect on economic development. For economic growth, Foreign Aid is precious. It concludes that the work of the earlier generation is consistent with the current and latest generation of studies of aid effectiveness. The "micro-macro paradox" as an overall measure of aid effectiveness should therefore be given less significance. Its impact is lower in the short term than in the long term and in the case of growth, and also the time lags in the aid-growth relationship should not be ignored. 
Bhattacharya et.al (2006) analysed the patterns, structure and evolving features of Bangladesh's external market. The study forecast the growth prospects and probable actions of Bangladesh's external sector based on past results and shifts in the global economy. It suggests that Bangladesh wants steady growth backed by foreign investment, financial benefit from services and trade. They have seen that the standard of the press boats, which will undergo a rigorous test in the coming years, is the role of our political leaders. Hopefully, they would attempt to liberate the nation from the uncertain brand name "LDC." According to the report, the solution to the breakthrough is the successful integration of Bangladesh's economy with the global economy, which ultimately depends on the political leadership's willingness to undertake the required policy reforms and institution-building steps.
Ekanayake et.al (2010) From 1980 until 2007, they took the time frame. The annual data on a community of 85 developing countries was used. It has been discovered that foreign assistance will support development in developing countries. A panel data series has been used to test this hypothesis. The study illustrates that international assistance has a different effect on developing countries' economic development.
Nurnaher et.al (2012) analyse the behaviour of remittance inflow and to identify its determinants. It observed that both migration and remittance growth have recently slowed down due to the global financial crisis. By applying an ordinary least square method (OLS), the paper explores the determinants of remittance inflow. The annual data was used for the period between 1980 and 2011. All data is calculated at the current market price in the amount of one million USD. The study found that domestic inflation has a positive relationship with remittances, indicating that emigrants are induced to send more remittances by higher inflation at home, which decreases the buying power of emigrant families.
Haque S.T (2013) The study shows that the relationship between public and private investment and economic growth in Bangladesh exists in the short and long term. It indicates that in the short and long term, public and private investments are positively influencing economic growth. It also guarantees that in the long run, private investment is more successful than public investment.
Grdinic et.al (2017) analyse less developed countries that rely on consumption based tax system. Based on the main components and characteristics of modern tax systems on the effects on the tax structure of economic growth, the studies try to find in what extent the results of the existing literature which basis in developed countries can be applied to these issues in less developed countries. The results show that the countries of Central and Eastern Europe need to reform the tax system, but due to historical, historical and economic features, the basis of these reforms may not be the same as the developed countries of Western Europe.
[bookmark: _Toc56889203][bookmark: _Toc56889306][bookmark: _Toc56985041][bookmark: _Toc65530146][bookmark: _Toc67348309]3.0 Data Source and Methodology:

The analysis is largely focused on secondary data from multiple sources. The study's summary will be structured in the light of current literature. A cross-sectional analysis of data gathered from the 2017 World Bank Indicator.
Development is a dependent variable here, which has been measured by GDP growth as an annual percentage form in data and independent variables are:
· Remittance (The personal remittance, received as a percentage of GDP form in data.)
· Foreign direct investment (net inflows as a percentage of GDP form)
· Net Export (Firstly, exports and imports (goods and services) as a percentage of GDP form, then I have minus them for net export value)
Development is well-defined as an improvement in the total condition of a country. For a particular year 2017, the research operated in many countries (30 Asian countries), including Bangladesh, India, Afghanistan, Armenia, Cambodia, Cyprus, China, Indonesia, Japan, Kazakhstan, Kuwait, Lebanon, Malaysia, Malaysia, Nepal, Mongolia, Oman, Saudi Arabia, Philippines, Qatar, Israel, Sri Lanka, Thailand, Georgia, Hong Kong, Jordan, Bhutan, Myanmar, Iraq and Pakistan. One regression was sustained to include one
[bookmark: _Toc56889204][bookmark: _Toc56889307][bookmark: _Toc56985042][bookmark: _Toc65530147][bookmark: _Toc67348310]4.0 Data analysis:

[bookmark: _Toc56889205][bookmark: _Toc56889308][bookmark: _Toc56985043][bookmark: _Toc65530148][bookmark: _Toc67348311]4.1 A Cross- country comparison with independent variables
The following figure indicates the relation of the year 2017 independent variables. This shows a year's general comparison and therefore the 3 variables- remittance, foreign direct investment and net export. 

[bookmark: _Toc56985044][bookmark: _Toc65530149][bookmark: _Toc67348312]Figure 1: A Cross-Country comparison

A figure shows the external sector values of certain countries to verify the comparison and growth of a specific year, 2017. Here we can see the values in the data as a percentage of GDP.
[bookmark: _Toc56889206][bookmark: _Toc56889309][bookmark: _Toc56985045][bookmark: _Toc65530150][bookmark: _Toc67348313]4.2 The outcome of Cross Sectional Robust Regression

In order to determine the impact of the external variables on GDP growth, the study have developed a model using Cross Sectional Robust Regressions. A model used the GDP as the dependent variable and remittances, FDI and net export as the independent variable. The outcome of this Cross Sectional Robust Regression model for developing countries are given below. Table 3 shows the assessment of developing countries. 
[bookmark: _Toc56985046][bookmark: _Toc67348314]Table 1: Assessment of Developing Countries, 2017

	Variable
	Coefficient
	Robust Std. Err.
	t
	P>|t|

	Intercept
	2.982507
	.8364207
	3.57
	0.001

	Remittance
	.2057643**
	.0734823
	2.80
	0.010

	Net Export
	.01572
	.042037
	0.37
	0.711

	FDI
	.0255976
	.0201541
	1.27
	0.215

	R squared
	0.1395
	
	
	

	Adj R-squared      
	0.0402    
	
	
	

	Number of observation           
	30
	
	
	



In this model the study accepted that the higher the coefficient the more impact the variable has on the GDP growth. According to the table above for developing countries, the R-squared is 0.1395 using robust outcome, indicating that 13.95 % in GDP growth is interpreted by remittance, foreign direct investment and net export. The importance of remittances is potentially growing and is becoming one of the key sources of foreign financial flows, both in terms of size and growth, especially in developing countries. The coefficient .2057643 means that, holding net export and FDI fixed, if remittance increases by 1% than GDP will increase by 0.2057643. The remittance coefficient for developing countries is a statistically significant positive, but there is only one important relationship between developing countries and GDP. Here the evidence is perfectly adequate to indicate an impact.  The Family Data Survey noted that remittances were related to reductions in poverty. Remittances themselves lead to the growth of GDP. The positive effect of remittances on development, according to various national and international studies. Studies have shown that remittances continue to grow despite the economic crisis. To support their financially dependent families, migrants send more money back home. In the financial system, remittances play a part in the spread of liquidity. Since remittances are converted into dollars, both the liquidity of the currency in the foreign exchange market and the liquidity of money in the money market are the source of these remittances. In our economy, the position of remittances often makes us think about growth and the quality of life. 

[bookmark: _Toc56985047][bookmark: _Toc67348315]Figure 2: Remittance with several developing countries for a year 2017

In a cross-section, the following figure reflects the percentage remittance for a particular year 2017. This demonstrates the overall positive impact in a year. 
The coefficient .01572 means that, holding remittance and FDI fixed, if net export increases by 1% then GDP will increase by .01572. Net exports in developing countries have a positive co-relationship with GDP growth, but there is no statistically significant relationship between GDP and net exports in developing countries. Total exports are a significant component of gross domestic product (GDP), the most commonly used indicator of a country's economic performance. RMG product categories have grown significantly over the years.  This is the key reason behind exports and economic development in developing countries; export output was strong, but the rate of growth was not very visible
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[bookmark: _Toc67348316]Figure 3: The effect of Net export and GDP

The above figure indicates that a rise in foreign buyers' export demand would result in an increase in net exports of aggregate demand from AD to AD1, leading to an increase in GDP as well as an increase in price levels.
FDI is a core source of economic development as it is a source of technology transfer from developed countries to developing countries. The coefficient .0255976 means that, holding remittance and net export fixed, if FDI increases by 1% then GDP will increase by .0255976 but there is no statistically significant relationship with GDP in developing countries. FDI has increased in developing countries, including among members of the South Asian Regional Cooperation Association (SAARC), the Association of Southeast Asian Nations (ASEAN), and Central Asian countries. FDI will directly and indirectly reduce unemployment and increase productivity by improving the skills and knowledge of workers in the host country.
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[bookmark: _Toc67348317]Figure 4: The effect of Foreign Direct Investment

[bookmark: _Toc56889207][bookmark: _Toc56889310]A figure shows that as FDI increases, so does commodity supply, resulting in a decrease in the level of unemployment as productivity rises. As a result, the price would fall. The study concludes that FDI has a positive correlation with developing-country GDP, but the evidence is weak. The government should focus more on FDI because it is a significant external area in which we can expand. We need to attract investment from foreign investors.
[bookmark: _Toc56985050][bookmark: _Toc67348318]5.0 Conclusion and Recommendations:

Conclusion
The primary goal was to investigate the positive relationship between GDP growth and the actions of the external variable, as well as the effects on developing countries. In 2017, thirty developed countries endorsed the findings of cross-sectional robust regression. This indicates that the growth of the gross domestic product is entirely dependent on external variables. For developing countries, the outcome is only essential for the remittance variable rather than the alternative variables. The study found that the growth of gross domestic product is fully related to the behaviour of external variables in developing countries.
Limitation: This report has a limitation due to R-square non-linearity, but linearity is generated in the report. The report is unable to find a direct relationship between GDP growth and external sector behaviour because it is not possible to create a non-linear model within the constraints of time.
Recommendations
It is determined on the basis of the study that the remittance sector has been the primary development. I would, therefore, like to propose remittance policies.
· The government should promote subsidies for the growth of vocational institutions. It's the most effective way to improve professional and trained employees.
· Encourage immigrants, by tax reductions, to invest in their homeland. They will invest in more domestic countries than abroad if they are regulated effectively by the government.
· Ensuring that immigrant families invest in the Capital market in a conducive climate.
· [bookmark: _Toc56889208][bookmark: _Toc56889311][bookmark: _Toc56985051]Improving the quality of education, especially in rural areas, because the majority of remittances are made by rural migrants. It will preserve norms of quality.
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Year '2017'

Remittance	
Bangladesh	India	Pakistan	Japan	Kuwait	Maldives
	Malaysia	Qatar	Sri Lanka
	Jordan	Myanmar
	Georgia
	Nepal
	Cambodia
	Philippines
	5.4	2.5	6.5	0.09	1.9E-2	0.08	0.51	0.39	8.1999999999999993	10.8	3.7	11.04	27.5	5.8	9.9	



A Cross- Country comparison

Bangladesh	Remittance	Foreign Direct Investment	Net Export	0	0	-5.2317799999999997	India	Remittance	Foreign Direct Investment	Net Export	0	0	-3.1574399999999998	Pakistan
	Remittance	Foreign Direct Investment	Net Export	0	0	-9.3382000000000005	Nepal	Remittance	Foreign Direct Investment	Net Export	0	0	-33.386775	Bhutan	Remittance	Foreign Direct Investment	Net Export	1.761118	-0.67556000000000005	-22.643470000000001	Myanmar	Remittance	Foreign Direct Investment	Net Export	3.7393239999999999	5.8051700000000004	-5.7294799999999997	
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