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Introduction:

Economics fundamentally revolves around the allocation and optimal utilization
of scarce resources, while international trade extends this concept to the
distribution of resources across countries. To meet their needs, nations rely on
specialization in production and trade. Acting as a catalyst for economic growth,
foreign trade leverages comparative advantage and directly influences GDP and
industrial performance. The foundation of economic relations between nations is
built through trade, with economic growth shaped by factors such as natural
resources, human capital, and technological progress. This study explores the
impact of export and import sectors on the economic growth of selected countries
from 1995 to 2021, employing a panel data model alongside various analytical
techniques.

Methodology:

This research investigates how foreign trade influences economic growth in
countries such as Afghanistan, China, India, Pakistan, Iran, Turkey, the United
States, and the United Arab Emirates. The study examines economic data from
these nations spanning the years 1995 to 2021. Its primary objective is to analyze
the effects of different export and import sectors on economic growth by utilizing
the panel data model, the Feasible Generalized Least Squares (FGLS) method,
and corrections for Panel Corrected Standard Errors (PCSE). Exports and imports
are categorized into five sectors: industrial goods, traditional goods, agricultural
products, mineral resources, and services.

Results and Discussion:
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Foreign trade has historically been central to economic interactions between
nations and remains a critical factor. Classical economists like Adam Smith and
David Ricardo emphasized the positive impact of trade on economic growth,
citing enhanced productivity and technical progress. Building on these insights,
this study seeks to evaluate the effects of foreign trade structure on economic
growth from a dual perspective. Rather than merely examining the overall impacts
of exports and imports, the research delves into the specific contributions of
industrial goods, traditional goods, agricultural products, mineral resources, and
services to economic growth. Using data from eight countries over 27 years, the
research model is estimated using both FGLS and PCSE methods to address
violations of classical assumptions and ensure robust results.

The findings indicate that traditional goods exports and service imports positively
influence economic growth, with the latter having a significantly larger impact
(over four times) compared to the former. Conversely, mineral goods exports,
service exports, and agricultural goods imports exhibit a negative impact on
economic growth. As anticipated, inflation negatively affects growth, while
investment has a positive effect.

Conclusion:

The analysis reveals that China and India boast the highest economic growth rates,
while the United States, as a mature economy, demonstrates the lowest. From the
perspective of export structure:

e Pakistan and Afghanistan rank highest in the ratio of traditional and
agricultural goods exports to production, with the United States at the
lowest.

e China leads in the ratio of industrial goods exports to production, while
Afghanistan is at the bottom.

e The UAE and Iran dominate mineral exports relative to production, while
Afghanistan and Pakistan rank lowest.

e  Tirkiye takes the lead in service exports, with Afghanistan, Pakistan, and
Iran trailing.

Regarding import structure:

e Afghanistan tops the ratio of traditional and agricultural goods imports to
production, while India and the United States rank lowest.

e The UAE leads in industrial goods imports, with the United States at the
bottom.

¢ India ranks highest in mineral imports relative to production, while Iran
is lowest.

e The UAE leads in service imports, with China and India at the bottom.
Overall, the findings emphasize that increased traditional goods exports, service
imports, and investments significantly drive economic growth. However, a
reliance on agricultural goods imports, mineral goods exports, and service
exports, coupled with inflation, hampers growth.
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