Journal of Science and Management, Volume 4, Issue I, June 2019

Jounal of Science and Management, Volume 4, Issue I, June 2019
8
Journal of Science and Management, Volume 4, Issue I, June 2019

7
The Nexus between Gross Domestic Product and Prosperity Index in Sri Lanka 2014-2016
W.A.P.I. Dilinika and R.M.D.C.Rathayaka
Abstract
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Gross domestic product (GDP) is a basic measure of the economic performance of a country. It is the market value of all final goods and services produced in the given year. Prosperity index is a composite indicator that measures and compares the level of prosperity of the country and its provinces. It is a multi-dimensional indicator about country or provinces. As a developing country Sri Lanka 's overall prosperity index was 0.864 in 2015. The prosperity index is categorized into three sub categories as Economic and Business Climate, Well-being of the people and Socio-Economic Infrastructure. All the sub categories have equal weights. Not necessary to talk about the relationship between Economy and Business Climate and economic performance. This paper investigates the relationship between the Gross Domestic Product and well-being of the people and Socio-Economic infrastructure, Sri Lanka 20142016. The data was collected through the Reports of Central Bank of Sri Lanka 20142016. Under the hypothesis, the Spearman's correlation coefficient provides that unemployment rate is not significantly related with gross domestic product and the well-being of the people sub-index, not only that but also there is no significant positive or negative [image: image63.jpg]


 relationship between GDP and well-being of the people sub index. As well as there is no significant positive relationship between GDP and Socio-Economic infrastructure sub-index. Therefore, Sri Lanka a experience that there is no influence in Economic performance and human well-being and socio-economic infrastructure.
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Introduction
Gross domestic product (GDP) is a basic measurement ofthe economic performance ofa country. It is tlt market value of all final goods and services produced in the given year. GDP is widely used by economists to survey the health of an economy. Its valiations are relatively quickly identified.
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index is a composite indicator that measures md compares the level of prosperity of the [image: image5.jpg]country



and its provinces. The Sri Lanka's Prosperity index was introduced by the Central Bank in 200t in order to fulfil the need for a composite indicatorto assess the overall status of prosperity in the muntry and across each of the provinces. The Sri Lanla's Prosperity Index is a multi-dimensional indicator imaging the economic and social developments. The prosperity index is categorized into three sub categories as Economic and Business Climae, Well Being of the people and SocioEcotomic Infrasnlcture. The improvements in per capila GDP, informal sector wages, industrial den§ty and banking density have contributed towards the multiplication of the Economy and Bushess Climate sub-index. The improvements in healthcare facilities, availability and the quality ofeåucation, wealth of people and availability and usage f entertainment facilities have contributed towŒds the augnent of the Well Being of the people sub-index. The moderation of the SocioEcowmic infrastructure sub-index was led by moderate levels of government expenditure for road devdopment and availability of transport facilities as a whole.
The main purpose ofthis research is to consider the relationship between economic performance and social performance in Sri Lanka.
Literature Review
Invatigating the nexus between gross domestic product and prosperity index is timely research in Sri Lankan Economy. But there is no sufficient literature for this research.
Kranp (2010) has created a paper about Gross Domestic Product and Welfare in Denmark. This article has followed a snžcture.• a review ofthe strengths md weaknesses ofGDP and other elements of tlE national accounts as a measure of economic prosperity is followed by an analysis of the correlation between prosperity' and welfare, and variots welfare indicators are discussed. GDP shodd play a key role in the Danish welfare debate. According to this researcher, increased prosperity can be used to provide better healthcare, better support for the disadvantaged or better environmental protection. This research has concluded that GDP is strongly correlated with impŒtant social factors such as tax payments and unemNoyment. In addition, income inequality in Dennark has been relatively stable so that the vast majority of Danes have benefited from the incrasing prosperity.[image: image6.jpg]
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It is difficult to find research papers about the relationship between gross domestic product and wellBeing. But lots of researchers have involved to find relationships between variots Economic Indicators.
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Mihaela (2013) has attempted to investigate the correlation between economic growth and [image: image7.jpg]


unemployment in Romania. Accordng to that researcher the high rates of economic growth must be properly used and correlated with other macroeconomic indicators in order to get the aimed effects. And also in this research the correlation ofthese two indicators was established using paametric and nonparameu•ic methods of analyzirg the statistic connection using the informatics The conclusion of this research is at the Romanian economic level, there is an inverse ratb connection between the gross domestic productand the unemployed number, a connection of low htensity. [image: image8.jpg]


Rahman (2013) did a research unda the topic of relationship among GDP, per capita GDP, literacy rate and unemployment rate. The Inper investigated the relationship among GDP, PGDP, literacy rate and unemployment rate. It is oberved that GDP is not significantly related with PGDP, literacy rate or, unemployment rate. There a significant positive relationship between PGDP and literacy rate but significant negative relatônship between PGDP and unemployment rate md between literacy rate and unemployment rate. Therefore, taking proper initiative to increase the literacy rate of a country will reduce its unempoyment rate and increase PGDP resulting development of the country.
Methodolog
This paper investigates the relationship between the Gross Domestic Product and welkbeing of the people and Socio-Economic infrastructure, Sri Lanka 2014-2015. The data was collected through the Reports of Bank of Sri Luka 2014-2015. We used provincial data for this Not necessary to talk about the relatimship between Economy and Business Climate and economic performance. They are Economic performance indicators. We used correlation oefficient to investigate the relationship.
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The Pearson correlation coefficientr can be defined as follows. Suppose that there are variables [image: image10.jpg]


X and Y, each having n values Xl, K2, . . . , Xn and Y1, Y2, . . . , Yn respectively. Let the mean of X [image: image11.jpg]


be Rand the mean of Y be Ÿ . Pearon's r is,
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The Pearson correlation coefficient can be used for interval or ratio level scales. And also Pearson 's correlation coefficient can use for big samples. It is not so suitable for small samples, ïn this research we have only 9 variables. Therefore, Pearson's correlation coefficient is not so suitable fCT this research.
The Spearman rank-order correlation coefficient is a non-parametric measure of the sfrength and direction of association that exists between two vañables measured on at least an ordinal scale. The test is used for either ordinal variables or for continuous data that has failed the assumptions necessary for conducting the Pearson's product-moment correlation.
For each case i, the difference in the rank on variables X and on variable Y is determined and given the symbol Di. These differences are squared, and then added producing a summation PDi2 1f there are n cases, the Spearman rank correlation between X and Y is defined as,
re-1-
n(n2 1)'
There are two assumptions in Spearman's rank correlation test.
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i. Two variables should be measured on an ordinal, interval or ratio scale. ii. There is a monotonic relationship between the two variables.
These two assumptions are accepted in our test.
In order to test the sigfficance of the correlation coefficient the following null and alterative hypotheses are considered.
Ho: There is no relationship between Gross Domestic Product and well-being of the people[image: image13.jpg]



HI.• There is a relationship between Gross Domestic Product and well-being of the people
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Ho: There is no relationship between Gross Domestic Product and Socio-Economic[image: image15.jpg]



HI: There is a relationship between Gross Domestic Product and Socio-Eccnomic infrastructure
Result
We drew scatter diagam to get an idea about the data using SPSS softwarc and presented in figure I and 2. In order to study the relationship between the Gross Domestic Product and swell-being and the relationship between Gross Domestic product and Socio-Economic -Infrastructure, we calculated the Spearman's rank correlation pair wise for two variables and presented in table 1. From the figure l, it seems there is a weak relation between GDP and people Well Being and figure is also seems [image: image16.jpg]


that. So, we drew scatter diagram to get an idea about the data using SPSS Software, end presented in figure I and 2.
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Figure 1. Scatter plot GDP versus well-being of the people in 2016.
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Figure i. Scatter plot GDP versus Socio- Economic of the people in 2016.[image: image19.jpg]



In order to study the relationship between the Gross Domestic Prodnct and well-being and the relationship betweal Gross Domestic product and Socio-Economic Infrtsfructure,[image: image20.jpg]



We calculated the Spearman's rank correlation pair wise for two variabbs and presented in table 2.
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Table 1. Spearman's rank correlation coefficients.
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2014 GDP Sig 2015 GDP Sig 2016 GDP Sig well-being 0678 0.244 well-being 0.433 0.045 well-beirg 0.561 0.116 Socio- 0252 0.205 Socio-[image: image24.jpg]


0.467 0.513 Socio- 0.661 0.053
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Discussion
Under the Hypothesis, the Spearman rank correlation coefficient provides th2b oross domestic product is sigfficantly related with the Well Being of the people sub-index in But we are unable to find any relationship in other variables and also there is no significant reléionshjp between Gross Domestic product and Well Being in 2014 and 2016. That is, there is no significant relationship between Gross Domestic product and Well Being of the people as well as there is no rplationship between goss domestic product and Socio-Economic infrasfi•ucture.
Conclusion
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Sri Lanka experiences that it is difficult to find a large influence in Economic performance and human well-being and socio-economic infrasü•ucture. In order though developed a country, the government of that country can't easily take some proper initiative for example increase education budget, making Primary and secondary education compulsory, develop healthcare facilities and usage of entertainment facilities, road development and availability of transport facilities to increase gross domestic product. It doesn't helpful for development ofa courffi•y. Therefore, the government should consider about the people's well-being and Socio-Economic infrasfructure of the country. Increasing GDP is not helpful for increase people's prosperity.
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