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to the understandmg of key indicators, 4 epfcne ic growth in NZ. The findings of this research suggest that

(NZ), a small yet dynamic edonomy in the global landscape, understanding the driving forces behind its
growth trajectory is important for policymakers, economists, government agencies, and investors alike. This
research focuses on investigating the key economic indicators and their impact on NZ’s growth trajectory.
The economy of NZ provides important background information for comprehending the significance
of these growth variables. The nation's agricultural exports, especially to the United Kingdom, propelled its
explosive rise in the middle of the 20th century (Geoffrey et al., 2016). New Zealand's economy did,
however, undergo a sea change in the 1970s with the diversification of trade links that followed the UK's

admission to the European Economic Community (James, 2010). The country's economic landscape was
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altered and its integration into the global economy was strengthened by further economic changes in the
1980s and 1990s, such as trade liberalization and banking sector deregulation (McCann, 2009). These
historical events underscore the difficulties presented by inflationary pressures and income inequality while
highlighting the critical roles that imports, exports, and capital formation play in propelling economic
expansion. The significance of comprehending these factors in light of NZ's economic expansion has
increased due to globalization. Being an open economy, NZ has strong ties to international trade networks,
with the US, China, Australia, and Japan among its main trading partners (Nzier, 2005). While the emergence
of emerging markets and the growing complexity of global supply chains have opened up new avenues for
export expansion, they have also increased competitiveness and risks for NZ. According to (Safrany, 2018),
Economic growth (GDP) serves as a primary indicator of economic growth, reflecting the overall economic
activity within a nation. Economic growth indicates improvements in an economy’s capacity to produce,
driven by factors like increased investments, labor productivity, technological innovation, and capital
formation. (Grossman et al., 2014) examine the criticism of GDP as social welfare and progress indicator,
and the Database of Global Economic Indicator that used to affect U.S economy. Moreover, Gross National
Income (GNI) represents the total income earned by a country’s residents, including income from abroad,
such as remittances and returns on foreign investments. A number of variables, such as Labour market
dynamics, productivity levels, and returns on foreign investments, influenée a“pation income (Capelli &

economy's ability to generate products and services. Derivin and services
(EXP) out of the country or the rest of the world, exports are ive income in
foreign currency, promote production, and provide employrhent opp ). They are an
important part of international trade and are often countpy's trade balance.

Nevertheless, Imports of goods and services (IMP) pri ey spenZon purchasing goods
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stability of prices in an economy. Lo
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at electricity is expected to be the most rapidly increasing
and the industrial sector over the next twenty years. (Conway &
ic growth in NZ and they conclude that price plays a pivotal role in

government policy. Nevertheless; (Black, 1998) also conclude that exports, public sector investments, and
tourism receipts have posifive impact on NZ economic growth. Furthermore, (Raguragavan, 2004)
investigates foreign direct investment (FDI) and its impact on NZ economy and it conclude that FDI has a
positive impact on the economic growth of NZ. While (Acikgoz & Cinar, 2017) focus on public spending
and economic growth. Notwithstanding, (Beck & Katz, 2011) used limited data of both time series and cross
sectional to examine GDP growth. They noted that models with both a lagged dependent variable and serially
correlated errors can easily be estimated. Against this backdrop, this study seeks to explore the impacts of
Exports (EXP), Gross Capital Formation (GCF), Imports (IMP), Gross National Income (GNI), and
Inflations (INF) on the economic growth (GDP) of NZ from 1972 to 2022. By addressing this research gap,
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this research aims to contribute to the broader discourse on economic planning and development in NZ. This
research will provide valuable additions to the existing academic literature fitted to the unique economic
structure, trade policies, and inflation dynamics of the NZ economy. The findings may provide extensions to
existing growth theories, including country-specific variables such as NZ's trade dependence, small open
economy characteristics, and inflationary trends. The research will provide practical recommendations for
policymakers, government agencies, stakeholders by highlighting key levers that drive or inhibit New ZN's
economic growth trajectory.

This research is organized as follows: section one outlines the introduction, section two explains the
literature review, research framework, and followed by the development of hypotheses, section three display
the methodology, section four outlines the results and discussion, section five displays the study’s conclusion
including the implications, limitations and direction for further research.

The study of Economic growth has been central to the field of economics, with Gross Domestic
Product (GDP) widely used as a measure of a country’s economic performance. GDP represents the total
monetary value of all final goods and services produced within a country’s borders over a specific period
(Paper et al., 2010). Previous studies such as (Bergh, 2009; Stel et al., 2005) conclude that GDP is influenced
by several economic indicators that capture various aspects of a nation’s economic activities.

The theoretical foundation of GDP lies in Keynesian economics, which emphasizes the role of
aggregate demand in driving economic growth, and neoclassical theories, whieh focus on the contributions of
capital accumulation and technological progress. GDP can be evaluated fro hree angles, namely, (i)
Production Approach: It measures total output produced in the economay. (ii) Expenditure Approach; which
summarizes total spending on final goods and services, which include$ consumption, inwestment, government

total inco earned by factors

024) explain Robert
, and labor as the main

income levels often translate into increased consumption,
analyzed the influence of global income distribution and
levels usually have stronger growth paths of GDP because of

influence this relationshi articularly for an export-dependent economy. (Hirschman, 2013) investigate the
nexus among GNI, trade, and growth in GDP for New Zealand. Their study shows that remittance inflows
and income from foreign investments positively contributed to GDP through household consumption and
business investments.

Capital formation often indicates increased economic activity, employment generation, and better
infrastructure, leading to sustainability in growth (Akobeng, 2017). Studies by (Maune & Matanda, 2022)
and (Dyché et al., 2011), have found a robust positive relationship between gross capital formation and GDP
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growth, particularly in economies with efficient investment environments. (Ranawana et al., 2019) conclude
that the model underlines savings and investment as the major drivers of economic growth. Higher capital
formation means more production capacity, hence GDP growth. (Sawalha, Nabeel N., Elian, Mohammed I.
& Suliman, 2021) examine the cross-country study and the study showed a positive correlation between the
investment rate, which serves as a proxy for GCF, and GDP growth. (Wanniarachchi, 2020) added that their
analysis on the economies of South Asia showed that an increase in GCF results in a rise in GDP, indicating
infrastructure development as the most crucial agenda. However, the efficiency of these investments and
their alignment with the nation’s growth objectives are critical in maximizing their impact on GDP. (Barker,
2017) established that investment in public infrastructure, mainly in transport and telecommunications,
largely contributed to the country's growth in GDP during the early 2000s.

As per the theory propounded by Adam Smith, the author of the Theory of Absolute Advantage,
there should be certain goods which nations can produce more efficiently than others, and therefore, those
goods should be exported enhancing production (Smith Adam, 1776). David Ricardo’s Theory on
comparative advantages export based economic activities and international trade enables every nation to
effectively allocate their resources and enhances economic development (Siddiqui, 2018). Many studies
prove the very positive impact of exports on GDP. For example, (Balassa, 1985) study showed that export
growth has a significant impact on economic growth in developing countrie \'{ this line, (Beroud, 2024)
pointed out that exportation plays a catalyzing function for augmenting GPP through.enriching technological
progress and scale economies. (Carroll, 2012) indicated that agricultyral exports, espeeially dairy products,
are among the drivers of its GDP.

Keynesian Economics argues that an increase in impofs is detr
depicts an outflow of domestic earnings (Stockhammer, 2023)/ In contra ogenous Grrowth Theory
points out that imports can be beneficial as well since the ould i echnolggies and capital
goods and inputs that are absent in the country and thu§ can boogt productiwiig’and ig“""ease GDP (Pack,
omic, 1994) has pointed that
nd GDP'througly'the endogenous growth

igh impor$ may result in balance-of-
s have d double effect on GDP: they
so all ess to iputs, machinery, and consumer
0 manage the tfade balance so that imports are not

tal to GDP “growth since it

import of intermediate and capital goods contributgo produ
model. On the other hand, (Mccombie et al., 1997) stresse
payment constraints which lower the rate conomic

detract from net exports in the GDP fo a, but th

goods that raise productivity and well n ick

much greater than exports, else slo g th NGDP.
According to the Cost-Pug] Inﬂati

of input (labor and raw materials) causing a

(Paper, 2024). Inflation might affect the level

decisions, and cost structdres. Co
growth, with predictable price 1

sDP thpeugh consumer purchasing power, investment
of inflatio® withinsthe target range is conducive to stable economic
confidence for businesses. Research on the relationship between
inear. For example, (Thi & Thanh, 2013) found that moderate

¢ Resepve Bank since 1989 has ensured price stability and stimulated
ria. A gonfirmation of this revealed that (Sucharita & Sethi, 2011) had
sustajgable growth in GDP.

economic growth in Japan an
supported the range of inflation
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Figure 1. Research Framework
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From the above framework, previous research, and theories the following hypotheses (H) were
developed;

H1: Gross National Income (GNI) has a positive impact on (GDP) (X1)

H2: Gross capital formation (GCF) has a positive impact on (GDP) (X2)

H3: Export of goods and services (EXP) has a positive impact on (GDP) (X3)

H4: Import of goods and services (IMP) has a positive impact on (GDP) (X4)

HS: Inflation, consumer prices (INF) have a negative impact on (GDP) (X5)

METHODS

This research uses a quantitative approach. A quantitative method is a systematic, empirical
investigation of an economic issues or questions that involves gathering and examining numerical
information (Turato, 2005). This type of study is designed to produce statistically valid and reliable results
that can be used to make data-driven decisions.

The operational definition and measurement of variables as; Economic Growth (GDP): It is the
dependent variable, and it is considered a rise in the total value of goods-and services that an economy
produces within a time period. Usually, it is measured by the rate of gpt
reflecting the percent change in GDP from one time period to another

form of an annual %.

The explanatory Variables such as; (i) Gross Na
country's residents and businesses, inclusive of earnings / om abro,
Domestic Product and net income received from abr d in the fo

nominal terms, current USD, or in purchasing/power pa ¢ cost-of- living differences
across countries (Capelli & Vaggi, 2016) ' p/the form of an annual %. (ii)
Gross Capital Formation (GCF): Is the in productive physical capital such as

machinery, infrastructures, and buildings’ w il omy. This includés gross fixed capital formation plus
changes in inventories. It measu ént 4
National Accounts data. It reflects/an ¢ ili productive potentlal (Pasara & Garidzirai,

P was entered into the model in the form as Annual %
: IMP represents the sum value of goods and services

and expressed as an annu spefcentage change (Tarawalie & Kargbo, 2020). In this study, INF was recorded
as an annual %.

This research uses secondary time series data to scrutinize multiple indicators across various periods.
All the data were obtained from World Bank Data Indicator Website (WBDI). The study population
comprises selected economic indicators of NZ from “World Bank Data Indicator Website”, covering a fifty-
one (51) -year period from 1972 to 2022. The study’s sample selection method was purposive sampling

which involves specific criteria. Firstly, each variable was selected based on its theoretical relevance and
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empirical importance in economic growth studies. Secondly, each variable must have a data that is
consistently listed from 1972 to 2022. Finally, the data must be found on the (WBDI).

The data are analyzed using statistical software such as Eviews 10. Moreover, the study employs
linear regression technique. (McCullagh, 1980) define regression analysis as a study that explores the
correlation between a dependent variable (Y) and the independent variables (X). The reason for this analysis
is to investigate the impact of how the independent variables influence the dependent variable.

This study will use linear regression to determine whether the independent variables have any
significant influence on GDP which happens to be the dependent variable. The following linear regression
model is specified:

GDP;= B, + BIGNI; + B2GCF;+ B3EXP;+ B4IMP;+ BSINF; + E;

Where; GDP.: Gross domestic products of growth, BIGNI..: Gross national income, B2GCF, : Gross capital
formation , B3EXP; : Exports of goods and services, B4IMP; : Imports of goods and services, BSINF, :
Inflation, consumer prices , E; : Error term, B,, ... Constant, B1, B2,...... B5: Coefficients to be estimated.

To validate the model, the following diagnostic tests will be conducted: This normality test is used to
determine whether a dataset or the residuals of a regression model follow a normal distribution (Hernandez,
2021). In regression analysis, normality of residuals is an important assumption for valid hypothesis testing
and inference Moreover, if the probability Value is above 0.05, then the dafa 1s\normally distributed. The

101 correlated across time

or observations (Gourieroux et al., \- used to check for
autocorrelation in the residuals. The Heteroscedasticity test evaluate N

constant across all levels of independent variables (Dorfman, 2 hite tests will
be applied to assess the constancy of error variances. Moreoy, alue is abpve 0.05, then
there is homoscedasticity, but however

heteroscedasticity. The Multicollinearity test assess whether indepe in a regression model are
highly correlated with each other (Ali et al., 2021)

ensure the independent variables are not highly co 5 it shows low or no

Result

Descriptive statistics result

the descriptive sta i
over the period. &
values above thi

while the minim GDP o indicatés a sharp contraction in a few specific years. The standard
deviation of 2.289 oderate dispersion in the GDP growth rates. The average GNI of
2.49% displays the sa dal rise in national income as that of GDP. The GNI median of 2.73
supports consistent distr only slight skewness. The maximum value of 7.87 and minimum value
of -3.80 reveal huge fluctua the levels of income over the years. The standard deviation of 2.34 reflects

a comparable level of dlspersmn as found in GDP. The average GCF of 23.66% reflects a consistent average
investment as a % of GDP. The median GCF of 23.23 reinforces the fact that distribution is fairly consistent.
The highest GCF of 35.00 indicates a high investment period, whereas the lowest GCF of 17.54 indicates the
minimum recorded investment levels. The standard deviation of 2.85 indicates a moderate capital formation
fluctuation. Mean EXP value is 3.41, indicating that the average growth of export on a yearly basis was
3.41%. The median for exports, which is 3.41, is close enough to the mean, hence indicating a symmetric
distribution. The highest EXP value of 12.76 and the lowest EXP value of -17.63 reflect extreme fluctuation,
and in some years, exports showed a severe decline. The standard deviation of 4.54 demonstrates a relatively
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high dispersion in export performance. The mean IMP value is 4.59, reflecting an average annual rise of
4.59% in imports. The median import value of 4.87 indicates slightly higher consistency than that of exports.
The peak IMP value of 21.32 and the trough of -21.60 reflect large volatility in the levels of imports,
probably driven by trade factors. The standard deviation of 7.80 indicates a significant dispersion in import
activities. The average INF rate is 5.75%, indicating moderate inflation during the period under
consideration. The median inflation rate of 3.04 suggests that INF was below the mean for more than half of
the period, indicating skewness in the data. The maximum inflation rate of 17.15 reflects a period of high
inflation, while the minimum inflation rate of -0.11 suggests rare deflationary conditions. The standard
deviation 5.41 indicates considerable variability in inflation levels.

Table 1. Descriptive statistics results

GDP GNI GCF EXP IMP INF

Mean 2.531043 2.493739 23.66177 3.407018 4.593205 5.745766
Median 2.774843 2.727943 23 23256 3.411898 4.870059 3.037023
Maximum 7.800279 7.871221 35.00495 12.76021 21.32072 17.15055
Minimum -3.936338 -3.800859 17.54446 -17.63127 21.59640 -0.114267
Std. Dev. 2.283101 2.337085 2.849613 4.540334 7.802188 5.408663
Skewness -0.338279 -0.596753 1.120493 -1.702923 .843260 0.963214
Kurtosis 3.159927 3.632488 6.549342 10.46556  ~—~4.820315 2422333

Jarque-Bera 1027026 3.877058 37.44216 143.0856,/ 13,08553 8.595257
Probability 0.598390 0.143915 0.000000 0.000000 0 004440 0.013601
Sum 129.0832 127.1807 1206.7 0 1734579 2342534 293.0340
Sum Sq. Dev. 260.6274 273.0984 406.0148 1030.732 3043707 N\ 142.82

Observations 51 51 51 /

51 N 51
Source: Eviews 10 analyzing data

Table 2. Linear regression model

Variables Coefficient Prob. Prob(F-statistic) Adjusted R-square

Constant 22.559768 0.0129 0.898523

GNI 0.742468
GCF 0.128244
EXP 0.059623
IMP 0.051100

INF

able 3. Normality test results

Jarque- Bera 1.890676

“Rrobability 0.388548

Source: Eviews 10 analyzitig data
Serial correlation test results

The results of the Serial Correlation test in Table 4 below suggest that since the Prob. Chi-Square of
0.3149 is greater than the significance level of 0.05. This means there is no statistically significant evidence
of serial correlation in the residuals of the model at the 5% significance level. Hence, the residuals are
independent, and the model presents a good result.
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Table 4. Serial Correlation test results

Obs*R-squared 2.310709 Prob. Chi-Square 0.3149

Source: Eviews 10 analyzing data
Heteroscedasticity test results

The results of the heteroscedasticity test in Table 5 below shows that since the p-value of 0.1076 is
greater than the standard significance levels of 0.05, it indicates that there is no significant evidence of
heteroscedasticity in the data. The error variance appears to be constant, meeting the assumption of
homoscedasticity.

Table 5. Heteroscedasticity test results

Obs*R-squared Prob. Chi-Square 0.1076

Source: Eviews 10 analyzing data
Multicollinearity test results

The results of the Multicollinearity test in Table 6 below shows that all the VIF values are below 5,
suggesting no severe multicollinearity among the variables. It indicates that-the model is not at risk of
multicollinearity issues, and the results are reliable for interpretation.

Table 6. Multicollinearity test results

GNI VIF / 1.9897821
GCF VIF S/ 1.642826
EXP VIF / 1.045599
IMP VIF / 1.489992

INF VIF / 1.730173
Source: Eviews 10 analyzing data

Discussion

The Linear regression model results p 1 dict the pendent variable and one or
more independent variables (Burks et al., " ependent variables, such as GNI, GCF
EXP, IMP, and INF, influence the depe m DP. The results 6t the linear regression in Table 2
above are as follows:
The results of the R square and ad . and (898 as shown in table 3 indicates that

dependent variable, (GDP). The R square

approximately 90% of the in
i i , EXP, IMP, and INF) are explaining the

d

ely good to explain GDP. The GDP growth rate is
kept constant. Indicating that the p value 0.0129 is less
»w that the GDP growth rate in New Zealand is significance
level of significance.

impact on GDP, suggesting that a 1-unit increase in GNI is

2 NZ. In a similar study done by (Jalal, 2020) in examining the fiscal
challenges of the health sector=by mapping trends in a set of health and economic indicators for low-income,
lower-middle-income, upper-middle-income, and high-income countries. It found that health indicators
improve with increased GNI per capita and GDP. The rate of improvement, however, is slower in low-
income regions than in high-income countries. Though slow, the rate of improvement is enough to create a
growing population of older individuals. Additionally, (Leipert, 1989) also conclude that GNI has a favorable
impact on economic growth in a conceptual side of defensive expenditure.

GCF has a positive and significant impact on GDP. It reflects how much an economy is spending on
assets like infrastructure, machinery, equipment, buildings, and other forms of capital that can enhance future
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production. This result aligns with economic theory, as investments in capital formation often contribute to
productivity and economic expansion. Moreover, this result is also supported by (Onyinye et al., 2017), who
examine the effect of capital formation (GCF) on economic growth in Nigeria and conclude that GCF has a
positive impact on economic growth in the short run and long run. Nevertheless, (Kanu et al., 2019) also
conclude that GCF has a positive impact on GDP growth.

Exports have a positive and significant on GDP. While export is beneficial, suggesting that a 1-unit
increase in exports is associated with a 0.059623-unit increase in GDP, reinforcing the importance of trade
and export-oriented growth strategies in economic development. This result is similar with the study done by
(Fosu, 1990) in examined exports and economic growth: The Africa case, it found that export growth
favorably affect the rate of economic growth in less developed countries. This result is also supported by
(Islam & Haque, 2018), who conclude that EXP has a favorable impact on GDP growth in Bangladesh.

Imports have a positive and significant impact on GDP growth. While IMP might initially appear to
detract from GDP in traditional economic models, this positive impact could be attributed to the
complementary relationship between imports and domestic production, such as the importation of raw
materials or capital goods that enhance output. The result of this research is align with the research findings
of (Millia et al., 2021) study in Iran. They found that import had a significant impact on the economic growth
in the long run. Moreover, this result is also supported by (Saaed & Hussain, 2015), who conclude that
import has a positive impact on the economic growth of Tunisia.

Inflation has a negative and insignificant impact on GDP. This sugg ests that inflation, while
negatively correlated with GDP, does not have a strong or reliableAmpact in this model. But inflation
sometimes hinder the economic growth which might be cause eral factors, “Such as excess money

1975), who conclude that inflation has a negative impact on e
is also supported by (Aziz & Amalina, 2017), who ¢ ¢

underscores the importance of GNI, GCF,
a negative impact on GDP and a P-vg

inflation on GDP growth at 5% J¢
growth model support the ideg

the model is 51gn ficantly feasible. The'time series data were derived from the World Bank data indicators
website in NZ using & purposive sapipling technique for fifty-one (51) year period, from 1972 to 2022. NZ’s
economy stands out forts depepdence on a variety of sectors. This may reflect the fact that inflation often
has mixed effects on GDPs.depending on the economic growth. The study makes it clear that GNI, GCF,
EXP, and IMP are contributing significantly to the GDP growth of NZ. INF has a negative impact on GDP,
while GNI, GCF, EXP, and IMP have positive impact on GDP. Theoretically, the results of this study have
implications that suggest that endogenous growth theories and Solow -swam growth model remain
significant in describing the current reality regarding key economic indicators and their impact on economic
growth. Practically, the findings of this research have implications for policymakers, government agencies,
stakeholders, suggesting that if they want to improve the economic growth of a country, they should not only
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focus on agriculture, tourisms, technology, but they should also consider EXP, GNI, GCF, and IMP. This
would enable the importance of income generation and overall economic productivity in driving growth more
effectively in the country. In addition, the research findings have implications for investors, suggesting that
understanding economic trends helps businesses make informed decisions about investments, pricing,
producing, and market expansion. However, there are several limitations to this study. Firstly, the research
focuses exclusively on NZ and excludes other nations. Secondly, the study utilizes a limited sample size, and
a restricted number of variables. Therefore, future research should explore potential interaction effects, by
consider incorporating other countries or region in the study, and increase the variables to assess changes in
economic growth over time. Again, it is recommended for policy-makers to control inflation and increase
exports. Additionally, researchers should improve the sample size to ensure the robustness of the findings.
Finally, considering exploring different economic indicators and their impact on GDP growth in other nation
could be helpful in detail understanding of the topic.
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