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The role of export in economic growth has recently been a popular subject of debate
among development economists. Although it is believed that export growth and output
growth is somehow related but the direction of causality between them is an important
issue in development planning and choosing the suitable strategy of foreign trade.
Although most of researchers have concluded that export growth has contributed
Iranian economy.

This article investigates empirically the relationship between export growth and GDP
gowth using the notion of Granger’s Causality definition. Using annual real data (1982
constant prices) for the period 1959-1995, this study investigates empirically whether
knowledge of past export growth improves the prediction of future GDP growth beyond
predictions that based on past GDP gowth alone. This is what is meant by Granger’s
Causality. The subsequent beilief in this study is that expanding export causes GDP to
grow.

To conduct the analysis, a model is constructed which takes the GDP as function of
lagged GDP, present and past volume of Exports and Imports quantity.

Considering the estimation results and statistical tests performed, it was concluded
exports causes (in Granger sense) GDP to grow. This finding in that expansion in
exports promotes the growth of output. It should be started that the effect of output

expansion on export growth can be rejected, and hence there is also casual relation from
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GDP to export. But this relationship, as far as the estimated parameters of the model

indicate, is rather weaker and less important.



