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Motivational Quotes

"Success is walking from failure to failure with no loss of enthusiasm."- Winston Churchill

"A successful man is one who can lay a firm foundation with the bricks
others have thrown at him." - David Brinkley

"Opportunities don't happen, you create them." - Chris Grosser

"Thinking should become your capital asset, no matter whatever ups and
downs you come across in your life." - A.PJ. Abdul Kalam

"Success does not consist in never making mistakes but in never making
the same one a second time." - George Bernard Shaw

"Success is ... knowing your purpose in life, growing to reach your maximum potential,
and sowing seeds that benefit others." - John C. Maxwell

"To accomplish great things, we must not only act, but also dream, not only plan, but also believe."-Anatole France
"Nothing is impossible. The word itself says, 'I'm possible!" - Audrey Hepburn
"The only person you are destined to become is the person you decide to be." - Ralph Waldo Emerson
"Encourage yourself, believe in yourself, and love yourself. Never doubt who you are." - Stephanie Lahart
“Keep your face to the sunshine and you cannot see a shadow.” - Helen Keller

“It is better to fail in originality than to succeed in imitation.” - Herman Melville
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Abstract

Gross domestic product is an economic barometer and helpful in
framing appropriate policies for the success of any economy.
There are various methods for the calculation of GDP among
them one is the Expenditure method. According to the
expenditure approach, GDP is equal to final spending (spending
onthe buying of final goods and services manufactured within the
domestic territory) in an accounting year. This study is carried out
to analyse the contribution of various components included in the
Expenditure method in the GDP growth (2011-12 constant price)
in India for the period 2001-02 to 2021-22. The component of the
expenditure method includes Private Final Consumption
Expenditure © Government Final Consumption Expenditure (G),
Gross Domestic Capital Formation or Investment (I), and Net
Exports (X-M). They are taken as the independent variable and
GDP as the dependent variable. It is analyzed how and in what
ratio these independent variables have a contribution to GDP. It
has been found that all these independent variables are positively
& significantly correlated with the dependent variable and
Government Final Consumption expenditure has more influence
on GDP as comparedto other independent variables.

Keywords

Private Final Consumption Expenditure © Government Final
Consumption Expenditure (G), Gross Domestic Capital
Formation or Investment (1), Exports (X), Imports (M) and Gross
Domestic Product (GDP)

Introduction

The national income of any nation is an important tool to measure
the fitness of a country's economy as well as helpful in
formulating appropriate policies essential for rapid economic
development. Before independence, Dadabhai Naoroji was the
first person who made an effort to compute the national income
of India (in 1867-68) further VKRV Rao distributed the economy
into different sectors and made the first systematic method in
1931-32. After independence, the national income committee
was setupin 1949, headed by Prof. PC Mahalanobis.

National Income means the total monetary value of the final
goods and services manufactured by any country during a
specific time period (mostly its financial year). Itis the result of all
economic activities run in a nation. There are three methods for
GDP calculation namely expenditure, production, and income.

According to the expenditure approach, GDP is equal to final
spending (spending on the buying of final goods and services
manufactured within the domestic territory) in an accounting
year. Itincludes private final consumption spending, government
final consumption spending, investment spending, and net
exports (exports —imports). Private final consumption spending
means spending by individuals, families, and non-profit private
organizations on final commodities and services. Increasing
trends towards private final consumption spending reflect the
sound economic growth of the country as customers have
complete reliance on the nation's economic policies and
readiness to spend more. The second component of the
spending method comprises spending by the government on
final commodities and services for example money spend on
equipment, infrastructure, and payroll. ~ When consumer
spending and business investment both turn down sharply then
government expenditure plays a very crucial role in boosting the
economic growth of the nation. The third component comprises
expenditure by the manufacturers on those commodities which
are to be further used in the process of production. It is a very
significant component because it improves production capacity
and helps in the reduction of the unemployment rate. The fourth
component comprises the difference between exports and
imports during an accounting year. It includes because exports
are a part of domestically manufactured goods and services and
if exports are more than imports, it indicates the sound economic
position of the nation on the world map.

Hence, GDP according to expenditure method is summation of
C+G+I+TNE. Where,

C = Private final consumption expenditure,

G= Governmentfinal consumption expenditure,
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|=Gross Domestic Capital Formation

(Gross Fixed Capital Formation+ Change in Stock+ Valuables)
TNE=Total Net Exports (Exports-Imports)

Literature Review

At the world level, number of studies has been conducted
related to GDP, FDI, Fll, DI, etc. by applying several statistical
tools. Below mentioned are the reviews of some research:

made a comparative analysis to find out the effect of public
spending and its components on the GDP of Israel and Bulgaria.
Both countries have similar populations and territories but Israel's
GDP is much higher than Bulgaria's. She concluded that Israel's
public expenditures have a positive and stronger impact on GDP
and principal device for stimulating economic activities and
Bulgaria's GDP can be increased by using the positive experience
of Israel.

Selected Tanzania as a representative and used the Keynes
model for analyzing the GDP of Tanzanians from 1970 to 2009 for
investigating the factors that work on the GDP growth of
developing countries. He concluded that consumption and
exports are the chief components that affect GDP growth and for
consistent and rapid economic development these countries
need to formulate policies that attract FDI and investment in
industrialization. According to his study trade cycles, increase in
oil prices, power scarcity, corruption, political instabilities, and
wars are the reasons for the sinking GDP growth of least
developed nations and this broaden the gap between rich and
poor countries. For reducing this gap and for becoming self-
reliant it is needed for developing nations to discover natural
resources like oil, and minerals and promote exports.

Researched about factors affecting Economic Growth in Africa
and are there any Lessons from China? In his study, he found that
domestic investment, net ODA inflows, education, government
effectiveness, urban population, and metal prices positively
affect African economic growth whereas lack of skilled
manpower, adverse trade balance, unemployment, poverty,
inequality, dependencies on imports for consumer goods
negatively affects African economic growth. Although Africa is a
continent of 54 independent states with different institutional
settings and varying socio-economic conditions as compared to
China for formulating strategies to achieve advanced and
inclusive economic growth, Africa needs to take inspiration from
the success story of Chinese growth and understand the
importance of the role of the state, institutional reforms, domestic
saving & investment, outward-oriented trade policies with

diversified exports towards manufacturing, and technological
adaptation through innovation. Also, much more creative effort
is needed to promote infrastructure investment, especially the
regional type through public-private partnerships (PPPs) and

regional integration.

They studied what macro-economic variables affect the growth
of GDP components with special reference to the Secondary and
service sector and found a significant effect of FDI, Net FIl equity,
and Import variables on the growth of GDP components hence
they concluded that only these factors should be taken into
consideration for future policy in scheming the GDP components
and Net FIl debt and Export should not be taken because these
variables do not have a significant effect on GDP components in
Indian perspective.

Determined the factors contributing to economic growth in
developing countries. He concluded that the economic growth of
developing countries positively correlated with the increasing
volume of exports, abundant natural resources along with
optimum utilization, longer life expectancy, and higher investment
rate. His examinations also found differing outcomes on the
effects of foreign direct investment on economic growth that is
FDI'had positive effects on economic growth in a one-time period,
and a negative effect in another for developing countries.
Therefore, there is scope for further research on the role of
foreign directinvestment in developing countries.

They studied how three elements namely FDI, participation of
the female labour force, and Inflation affect GDP growth in
Malaysia. In their investigation, they discovered a positive
relationship between FDI and GDP growth and found that the GDP
growth rate was strongly correlated with a huge inflow of FDI.
Increasing participation of women in the Women's labour force
contributes positively towards GDP growth but is not a notable
element for GDP growth. Whereas inflation is an unimportant
element because of its inverse relationship with GDP growth and
for consistence growth of GDP inflationary pressure must be
reduced which it can be done by increasing the tax rate and
dropping government expenditure.

Focused to determine the various macroeconomic
components which are crucial for rapid economic growth in
Pakistan from 1970 to 2019. Their investigation discovered that
human capital, fixed capital formation, industrial production, and
development spending are the key elements for speedy
economic growth and are positively correlated with economic
growth. Educations and health are the fundamental sectors that
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play a significant role in human capital development hence
government development expenditure should be directed toward
this kind of project. It will help to increase the productivity of
human resources as well as non-human resources. For
improving real GDP emphasis should be given to those
investments which promote employment opportunities.

Hence, every scholar and researcher have their own view with
regard to various factors affecting GDP by emphasizing on
primary, secondary & tertiary sector, FDI, DI, Export, Import, and
other variables impacting GDP. But none has studied the direction
of components of the methods used for the calculation of GDP
and its impact. Hence, this present study emphasizes the
components of the expenditure method and its impact on the GDP.

Objectives of study

« To study the relationship between private final consumption
expenditure (C) and GDP in India.

« To study the relationship between government final
consumption expenditure (G) and GDP in India.

« To study the relationship between Investment (I) and GDP in
India.

« Tostudy the relationship between Exports & GDP in India.
« Tostudy the relationship between Imports & GDP in India.

« To study the impact of C, G, I, and Exports (X) and Imports (M)
on GDPinIndia. \

SMJV's CKSV Institute of Management, Vadodara, India

Research Methodology

This study is based on secondary data. Data are collected from
various authentic websites like RBI websites, the Directorate
General of Commercial Intelligence and Statistics (DGCI & S),
and the Central Statistical Organisation (CS0). Data are collected
for the period between “2001-02” to “2021-22”. A total of five
variables are there among which GDP is the dependent variable
and rest four are independent variables i.e. C, G, I, and Net
Exports. All the data are denoted in Rs. Crore and data of GDP are
taken at market prices at 2011-12 prices (constant price) which
represent the economic growth of India. Data Analysis is done
with the help of SPS. Two techniques were used in order to
analyze the data. These are:

1. Simple Correlation: Correlation is used in order to determine
the relationship between Private Final Consumption Expenditure
(C) and GDP, Government Final Consumption Expenditure (G) and
GDP Investment and GDP, Exports and GDP, and Imports and
GDP,

2. Multiple Regression Technique: Multiple regression analysis
is a statistical method used to predict the value of a dependent
variable based on the values of two or more independent
variables. This technique is applied between C, G, I, and X and M
on the GDP of India to analyze the influence of all these
independent variables on the dependent variable i.e. GDP.

Table : Components of GDP at Market Price Base Year: 2011-12 (Rs. Crore)

YEAR | ¢ GFCF CS | Valuables | 'THOF | g X M Ne‘&_",\'},‘)’"s GDP
2000-01 | 2658841 | 988504 | 30759 | 32760 | 1052113 | 502203 | 502851 | 571938 | -60087 | 4176830
200102 | 2817119 | 1207966 | -6182 | 30098 | 1232782 | 514022 | 524521 | 588777 | -64256 | 4530665
200203 | 2807983 | 1199300 | 35606 | 20713 | 1264619 | 513069 | 635117 | 650412 | -24205 | 4681089
2003-04 | 3069698 | 1260657 | 38481 | 49502 | 1348640 | 527312 | 695975 | 750064 | -54989 | 4940163
2004-05 | 3228436 | 1405052 | 142341 | 77840 | 1625233 | 548276 | 885116 | 917642 | -32526 | 5447259
2005-06 | 3469138 | 1636060 | 180277 | 76627 | 1892964 | 596646 | 1115999 | 1213762 | -97763 | 5937612
2006-07 | 3640367 | 1863048 | 237188 | 87001 | 2187327 | 620831 | 1343504 | 1474777 | 131183 | 6404433
2007-08 | 3905443 | 2167264 | 311522 | 89612 | 2568308 | 679342 | 1422417 | 1621541 | -199124 | 7043671
2008-00 | 4079321 | 2236602 | 151471 | 113738 | 2501811 | 756542 | 1632623 | 1985554 | -352931 | 7098481
2000-10 | 4283319 | 2408303 | 254051 | 179221 | 2841575 | 863899 | 1553609 | 1947316 | -303617 | 774307
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2010-11 | 4571175 | 2674328 | 367537 237367 | 3279232 | 909010 | 1856330 | 2255224 | -398894 | 8597890
2011-12 | 4910447 | 2997733 | 207983 253033 | 3458749 | 968375 2143931 | 2715554 | -571623 | 9018981
2012-13 | 5179091 | 3145793 | 201528 259949 | 3607270 | 974263 | 2289836 | 2879079 | -589243 | 9431330
2013-14 | 5557329 | 3194924 | 129758 148879 | 3473561 979825 | 2468269 | 2644555 | -176286 | 9983308
2014-15 | 5912657 | 3278096 274751 187957 | 3740804 | 1054151 | 2512145 | 2667595 | -155450 | 10740119
2015-16 | 6381419 | 3492183 | 239557 185986 | 3917726 | 1132802 | 2370282 | 2511540 | -141258 | 11476675
2016-17 | 6900236 | 3787568 | 122639 151479 | 4061686 | 1201598 | 2488423 | 2621593 | -133170 | 12181829
2017-18 | 7330728 | 4083079 | 206436 212307 | 4501822 | 1344843 | 2602012 | 3078274 | -476262 | 12913438
2018-19 | 7850444 | 4540509 262771 191704 | 4994984 | 1434945 | 2912480 | 3349861 | -437381 | 14034696
2019-20 | 8259704 | 4611021 108284 164527 | 4883832 | 1484272 | 2813609 | 3321586 | -507977 | 14284358
2020-21 | 7763734 | 4131279 -11573 207980 | 4327686 | 1537603 | 2553683 | 2862871 | -309188 | 13527815
2021-22 | 8377854 | 4784054 | 187937 295046 | 5267037 | 1577132 | 3174844 | 3878193 | -703349 | 14813720

Source: National Statistical Office

Note: Data for 2021-22 are provisional estimates. Data for 2018-19 are third revised estimates. Data for 2019-20 are second revised
estimates. Data for2020-21 are first revised estimates.

RESULTS & FINDINGS
1. Relationship between Private Final Consumption Expenditure (C) and GDP in India.

To study the relationship between C & GDP in India, the hypothesis is:

Null Hypothesis (H0) = There is no significant relationship between Private Final Consumption Expenditure (C) and GDP in India.

Alternative Hypothesis (H1) = There is a satisfactory significant relationship between Private Final Consumption Expenditure (C) and

GDPinIndia.
GDP=fc
Table 2:Correlations
C GDP
Pearson Correlation 1 997**
c Sig. (2-tailed) .000
N 22 22
GDP Pearson Correlation 997+ 1
Sig. (2-tailed) .000
N 22 22

**Correlation is significant at the 0.01 level (2-tailed).
Findings

By applying Pearson Coefficient of Correlation (r) between C and GDP, we get positive value of r equals to 0.997 which is between
+0.7510 +1, shows that there is high degree of positive correlation between these two variables. Hence the direction of correlation is
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positive which means with increase or (decrease) in C, there would be increases or (decrease) in the GDP.

The arbitrary boundary for strong and weak correlation is the value 0.3. Here the value is 0.997 which is more than 0.3, shows that there
is strong relation strength between these two variables.

1. Testing of Hypothesis

Significance 2 tailed gives us the p value (probability value) 0.000 which is less than 0.05 (p < 0.05), therefore we reject the HO and
acceptthe H1. Hence we can conclude that there exits statistically significant correlation between these two variables.

2. Relationship hetween Government Final Consumption Expenditure (G) and GDP in India.

To study the relationship between G & GDP in India, the hypothesis is:
Null Hypothesis (H0) = There is no significant relationship between Government Final Consumption Expenditure (G) and GDP in India.

Alternative Hypothesis (H1) = There is satisfactory significant relationship between Government Final Consumption Expenditure (G)
and GDPin India.

GDP=1(G)
Table 3 : Correlations

G GDP
Pearson Correlation 1 .991**
G Sig. (2-tailed) .000
N 22 22
GDP Pearson Correlation 991** 1
Sig. (2-tailed) .000
N 22 22

**Correlation is significant at the 0.01 level (2-tailed).

Findings

By applying the Pearson Coefficient of Correlation (r) between G and GDP, we get the positive value of r equal to 0.991 which is between
+0.7510 +1, showing that there is a high degree of positive correlation between these two variables. Hence the direction of correlation
is positive which means with anincrease or (decrease) in G, there would be increases or (decreases) inthe GDP

The arbitrary boundary for strong and weak correlation is the value 0.3. Here the value is 0.991 which is more than 0.3, showing that
there is strong relation strength between these two variables.

Testing of Hypothesis

Significance 2 tailed gives us the p-value (probability value) of 0.000 whichis less than 0.05 (p < 0.05), therefore we reject the HO and
acceptthe H1.

Hence we can conclude that there exists a statistically significant correlation between these two variables.
3. Relationship between Investment (I) and GDP in India.

To study the relationship between | & GDP in India, the hypothesis is:

Null Hypothesis (H0) = There is no significant relationship between Investment (I) and GDP in India.

Alternative Hypothesis (H1) = There is a satisfactory significant relationship between Investment (I) and GDP in India.
GDP=1(l)
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