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Abstract. This study explores the factors influencing a country’s imports of
goods and services using panel data from 30 countries spanning 2009—2018. Em-
ploying a fixed-effects regression model, the study examines the impacts of in-
flation, per capita adjusted net national income, natural resource rents, and labor
force on imports. Results show that inflation, income, and labor force have posi-
tive impacts on imports, while natural resource rents have a negative effect. These
findings highlight the complex links between economic conditions and trade, of-
fering insights for policymakers to better understand the drivers of import de-
mand.
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1 Introduction

In a globalized economy, understanding the factors influencing countries’ imports is
crucial for policymakers and businesses. Imports play a vital role in balancing domestic
supply and demand and supporting industrial production. Existing research highlights
that macroeconomic indicators such as inflation, national income, and labor force size
significantly shape trade patterns ['"?1. However, the combined effect of these factors,
particularly in relation to natural resource endowments, remains underexplored 1.

Inflation can directly influence import demand by affecting domestic price levels
and currency values, thus altering the relative cost of imported goods . National in-
come, particularly adjusted net national income per capita, reflects purchasing power
and economic prosperity, both of which are closely linked to import levels [*). Mean-
while, natural resource rents influence trade structures, as resource-rich countries often
rely more on exporting commodities rather than importing goods 1. Labor force size
also matters, as larger workforces drive both production and consumption, which can
stimulate imports of intermediate goods and consumer products [,
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This paper aims to investigate how inflation rates, adjusted net national income per
capita, natural resource rents, and total labor force affect imports of goods and services.
By identifying these relationships, the study contributes to a more comprehensive un-
derstanding of the macroeconomic drivers of international trade and offers policy in-
sights for countries seeking to enhance trade competitiveness M),

2 Literature Review

2.1 Inflation and Import Demand

The interplay between inflation and import demand has garnered significant attention
in understanding economic dynamics, particularly in contexts marked by external
shocks and policy shifts. The classic theory holds that an increase in domestic prices
will make imported goods relatively cheaper, stimulating import demand. However, the
research by Yililmaz and Bulut (2025) on Turkey revealed that import prices has be-
come the core source of cost-push inflation through the exchange rate transmission ef-
fect !9, This mechanism is also corroborated and extended by Ybrayev et al.’s study
on Kazakhstan, a small open economy highly sensitive to external fluctuations 11,
Their analysis highlights that the relationship between inflation and import demand is
asymmetrically shaped by the “importability” of goods.

2.2 Income Level and Import Demand

The link between income and import demand is central to international trade research,
spanning macro- and microeconomic perspectives. Macroeconomically, Keynesian
theory suggests that rising national income boosts aggregate demand, increasing con-
sumption of both domestic and imported goods. This is reflected in the marginal pro-
pensity to import (MPM), which measures the share of extra income spent on imports.
Micro-economically, income elasticity of import demand varies by country and product
type. Manufactured goods typically have higher elasticity than non-manufactured
goods, so as economies industrialize, the overall elasticity rises with the shift in import
composition 12, Income distribution also matters: unequal distribution may lower ag-
gregate import demand. Low-income groups generally have higher marginal propensity
to consume (MPC) but lower MPM, limiting imports. In contrast, high-income groups,
with lower MPC and higher MPM, are more likely to purchase imported high-end prod-
ucts 113,

2.3  Natural Resource Rents and Import Demand

Natural resource rents exert complex and context-dependent influences on import de-
mand, shaped by mechanisms spanning trade structure, income redistribution, and sec-
toral dynamics. Resource rents can either suppress imports through structural distor-
tions or stimulate them via enhanced purchasing power, with the balance varying by
resource type, economic structure, and policy frameworks. Zhang et al. (2024) find that
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in RCEP countries, oil rents negatively impact overall trade, reflecting the vulnerability
of oil-dependent economies to price volatility and geopolitical risks 41,

Resource rents can also boost import demand through income effects. Lugman notes
that resource exports generate foreign exchange, enabling higher imports of capital
equipment and luxury goods in resource-rich nations 'l a trend observed in China
where coal rents correlate with machinery imports [l But this positive effect is often
offset by “crowding-out” forces. In African economies, resource rents prioritize short-
term consumption of imported goods over long-term investment in import-substituting
industries, reducing intermediate goods imports (161,

2.4  Labor Force and Import Demand

The labor force influences import demand through multifaceted channels, encompass-
ing production dynamics, consumption patterns, and structural adjustments in response
to global trade forces. At the production level, labor availability and composition shape
the demand for intermediate and capital goods imports: industries with expanding labor
forces, particularly in labor-intensive sectors, often require more imported inputs to
scale production ['71. Labor productivity and skill composition introduce further com-
plexities. Meanwhile, skill disparities affect the types of imports demanded: high-
skilled labor forces, more prevalent in technologically advanced sectors, drive demand
for sophisticated imported machinery.

Existing studies primarily focus on isolating these individual mechanisms, with re-
search often emphasizing either the substitution effect or the exchange rate channel.
However, a notable research gap lies in the lack of integrated analyses that account for
the coexistence and interaction of these mechanisms, particularly in the context of
broader macroeconomic factors. This study addresses this gap by incorporating infla-
tion into a multivariate fixed-effects model that simultaneously considers its interplay
with other macroeconomic drivers.

3 Methodology

This study employs a fixed - effects regression model to examine the association be-
tween macroeconomic factors and imports of goods and services. The analysis is con-
ducted on a panel dataset covering 30 countries over the period 2009 — 2018. The de-
pendent variable is Imports of goods and services (BoP, current US$), while the inde-
pendent variables include: (a) Inflation, consumer prices (annual %); (b) Adjusted net
national income per capita (current US$); (c) Total natural resources rents (% of GDP);
(d) Total labor force (persons).

By structuring variables this way, the model isolates how each macroeconomic in-
dicator influences import demand, controlling for time - invariant country - specific
characteristics inherent to fixed - effects estimation.
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3.1 Data Sources and Sample Selection

The data for all variables were collected from the World Bank’s World Development
Indicators database ['®], ensuring consistency and comparability across countries and
time periods. The final sample includes 30 countries, covering both developed and de-
veloping economies. The study period (2009-2018) was selected to reflect relatively
recent economic trends, while avoiding potential distortions caused by the 2008 global
financial crisis.

To examine the relationship between macroeconomic factors and imports, the study
employs the following fixed effects regression model:

Imp g&s (i,t)=a + a(i) + 1 X (inflat_cpi%(i,t)) + f, X
(net_nat_inc_percap (i,t)) + B3 X (tot_nat_res_rents% (i,t)) + B, X
(tot_lab_force (i,t)) + (i, t) )

Where Dependent variable:

e [mp g&s (i,¢) is the imports of goods and services (BoP, current US$) of country i
in year ¢.

And Independent variable:

o inflat cpi%(i,¢) is the inflation rate of country i in year ¢.

e net _nat_inc_percap (i,t) is the adjusted net national income per capita (current USS)
for country 7 in year t.

e tot nat res rents% (i,t) is the total natural resources rents as % of GDP of country
iin year ¢.

e tot_lab_force (i,t) is the total labor force of country i in year .

Fixed Effect Regression Model (mean adjustment for excel):

(Imp_g&s (i,t)-Imp_g&s (i) = a + 1 X (inflat_cpi%(i, t) — inflat_cpi%(i)) +
B, X (net_nat_inc_percap (i,t) — net_nat_inc_percap (i)) + 3 X
(tot_nat_res_rents% (i,t) — tot_nat_res_rents% (i)) + S, X

(tot_lab_force (i,t) — tot_lab_force (i) + €(i, t) 2)

Results are shown in Table 1.
Dep. Variable: Imp_g&s

No. Observations: 300
R-squared: 0.190549

Table 1. Parameter Estimates.

Parameter Standard Error  t Stat P-value
Const. -8.866E-06 6395812766 -1.386E-15 1
(adj) inflat_cpi% 1.1169E+10 3521170624 3.17196325 0.00167369

(adj) net_nat_inc_percap 12603957.9  1885372.65 6.68512821  1.1529E-10
(adj) tot_nat_res_rents%  -1.068E+10 5010522287 -2.1311504  0.03390335
(adj) tot_lab_force 6916.24686  1907.608 3.62561221  0.00033948
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4 Implcation of Results

This section discusses the implications of the regression results. The findings reveal
significant associations for all four macroeconomic factors, with three exhibiting posi-
tive effects and one showing a negative effect, as detailed below.

4.1 Inflation (Consumer Prices, Annual %)

Hypothesis 1 (H1) is not supported: the consumer price inflation rate exhibits a signif-
icantly positive effect on imports of goods and services (_1>0), contrary to the ex-
pected negative relationship. Significance of Estimated Coefficient: p-value < 0.01, so
the null hypothesis of B_1=0 is rejected at the 1% level of significance.

This association can be explained through two key mechanisms. Firstly, a rising CPI
indicates inflation, meaning domestic goods become more expensive compared to for-
eign goods. Businesses facing higher domestic costs might source intermediate goods
from abroad to maintain competitiveness, boosting imports 1. Secondly, inflation can
affect exchange rates. If the currency depreciates as a result, imported goods might
initially become more expensive, which is likely to reduce imports. However, inflation
is not always associated with currency depreciation, the currency could remain stable
or appreciated due to many factors [°). For example, central banks can combat inflation
by raising interest rates, attracting foreign investment, and supporting the currency’s
value.

4.2  Adjusted Net National Income per Capita

Hypothesis 2 (H2) is supported: adjusted net national income per capita has a signifi-
cantly positive effect on imports of goods and services (f_2>0), consistent with theo-
retical expectations. Significance of Estimated Coefficient: p-value < 0.01, so the null
hypothesis of B_2=0 is rejected at the 1% level of significance. Indicating that there is
a statistically significant positive effect.

This result aligns with the income-effect theory in international trade, which posits
that higher per capita income enhances purchasing power, driving demand for a broader
range of goods and services—including imports that are either unavailable domestically
or preferred for quality, variety, or specialization. For businesses, increased income
levels often correspond to expanded production capacity, raising demand for imported
intermediate inputs that support industrial upgrading. Together, these dynamics rein-
force the positive link between income growth and import expansion.

4.3  Total Natural Resources Rents (% of GDP)

Hypothesis 3 (H3) is supported: total natural resources rents as a percentage of GDP
exhibit a significantly negative effect on imports of goods and services (f_3>0), in line
with expectations. Significance of Estimated Coefficient: p-value < 0.05, so the null
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hypothesis of B_3= 0 is rejected at the 5% level of significance. Indicating that there is
a statistically significant negative effect.

This finding reflects the “resource curse” phenomenon, wherein economies depend-
ent on natural resource extraction tend to prioritize export-oriented resource sectors
over diversified economic activity ¥, Resource-rich countries often generate sufficient
foreign exchange through commodity exports to meet basic needs, reducing reliance on
imported goods, especially if the resources are labor-intensive or require significant
domestic investment. Additionally, the dominance of resource sectors can crowd out
manufacturing and agricultural industries, which are typically more import-intensive.

4.4 Total Labor Force

Hypothesis 4 (H4) is supported: the total labor force size has a significantly positive
effect on imports of goods and services (B_4>0), consistent with theoretical expecta-
tions. Significance of Estimated Coefficient: p-value < 0.01, so the null hypothesis of
B_4=0 is rejected at the 1% level of significance. Indicating that there is a statistically
significant positive effect.

A larger labor force drives import growth through two linked channels in trade the-
ory. First, it expands productive capacity, enabling higher output across sectors and
increasing demand for imported intermediate inputs. Second, more workers mean
higher aggregate employment and household income, raising purchasing power. Im-
ports—especially in niche areas like advanced consumer electronics—benefit when do-
mestic supply falls short. Together, these effects show that labor force size stimulates
imports both by boosting production and by increasing consumption, consistent with
Coldwell and Reid’s (1993) findings on labor’s role in trade balances 1.

5 Concolusion

This study examined the relationship between key macroeconomic variables and im-
ports of goods and services in 30 countries from 2009 to 2018 using a fixed-effects
regression model. The analysis considered inflation, adjusted net national income per
capita, natural resource rents as a share of GDP, and total labor force. Results show that
inflation, income per capita, and labor force size have significant positive effects on
imports, while natural resource rents have a significant negative effect. These findings
reaffirm the role of macroeconomic stability and economic development in shaping
trade flows. Notably, the unexpected positive link between inflation and imports high-
lights the complexity of trade responses to price changes, possibly influenced by ex-
change rate shifts, substitution effects, and firms’ sourcing strategies.

However, the study has limitations. It focuses on selected macroeconomic indicators,
omitting institutional factors, trade policies, and geopolitical risks that may also influ-
ence imports. The sample of 30 countries, though diverse, may not fully represent other
contexts. Future research could expand the analysis by including variables such as ex-
change rate volatility and trade openness to provide a more comprehensive understand-
ing of trade determinants.
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