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Abstract 

 

As a developing country, Bangladesh has maintained a deficit budget since its 

independence, except for three fiscal years. Numerous studies have focused on the 

nexus between real economic growth and budget deficit in the case of Bangladesh. 

However, a synthesis among the existing studies is important for future research on 

this issue. The study aims to systematically review publications on the relationship 

between real economic growth and budget deficits in Bangladesh. The study, a 

systematic literature review, focuses on the impact of the budget deficit on actual 

economic growth in Bangladesh from 2013 to 2022 and recommends further studies. 

The research congregates 10 articles under PRISMA standards for a systematic 

review from SCOPUS, Google Scholar, and Semantic Scholar databases. The 

analysis tabulates existing works methodologies, limitations, findings, and policy 

suggestions related to budget deficit (BD) and economic growth (EG). The analysis 

also indicates that the majority of the studies employed an econometric (quantitative) 

methodology, and the relationship varies over the states and time span between BD 

(budget deficit) and EG (economic growth). Poor budget management, weak policy, 

and high deficit negatively impact economic growth. Finally, the policy framework 

also draws on policy reformation, responsible expenditure, revenue reconstruction, 

economic sector variation, and good governance.  
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1. INTRODUCTION 

The budget deficit, as clarified by Okafor et al. (2022) occurs when a government consistently 

exceeds its revenue with expenditures. This can lead to a deficit in the current account where 

the government borrows heavily from foreign sources to cover the deficit, resulting in an influx 

of external capital that causes a reevaluation of the domestic currency. Additionally, such a 

situation may prompt an upsurge in import-driven consumer spending due to the overall rise in 

demand. On the contrary, economic growth is characterized by the ongoing rise in the real 

aggregate output of goods and services in an economy within a defined period. It stands as a 

vital indicator of a nation's economic health, typically measured through the percentage shift in 

its gross domestic product (GDP), as outlined by Pelsa and Balina (2022).  

Bangladesh, a South Asian nation, has witnessed tremendous economic growth in recent years. 

The country has made progress in raising living standards and decreasing poverty thanks to its 

broad economy, which includes services, textiles, and agriculture. Government Fiscal Policy 

has played a crucial role in shaping economic diversity and contributing to its narrative of 

success. The relationship between fiscal deficit and economic growth in Bangladesh is intricate 

and multidimensional. According to Roy and Gupta (2013), Rana and Wahid (2017)), 

Ravinthirakumaran et al. (2016) their research identified a notable adverse impact of 

government budget deficit on economic growth in Bangladesh. Bhari et al. (2020) similarly, 

Bangladesh's economic growth experiences a statistically significant negative effect from the 

government's fiscal deficit.  

However, Biplob (2019) provided contrasting findings, suggesting that the budget deficit exerts 

a favorable influence on economic growth in Bangladesh, evident in both the short and long 

terms. Moreover, Alam et al. (2022), Abdullah et al. (2018), and Tran (2022) have identified a 

notably affirmative correlation between budget shortfall and economic expansion in 

Bangladesh. On the contrary, authors like Hussain and Haque (2017), Alam, Sadekin and Saha 

(2022), and Dey and Tareque (2022) explored that there are both positive and negative 

relationships between the variables. Furthermore, Alam, Sadekin and Saha (2022) emphasized 

the existence of a loop effect or bidirectional relationship between GDP and budget deficit in 

Bangladesh, indicating a complex interrelationship between these variables. Additionally, Dey 

and Tareque (2022) aimed to analyze the impact of external debt on economic growth in 

Bangladesh within a broader macroeconomic context, highlighting the intricate array of factors 

affecting economic growth. Tran (2022) claimed that Poor budget management negatively 

affects economic growth. Ravinthirakumaran et al. (2016) have drawn up some ways to get rid 

of it. Lessening current expenditure by minimizing its size or increasing revenue, focusing on 
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strong encouragement of mass exports, and reformulating the fiscal and trade sector is essential 

which is easy under democratic and disciplined govt.  

The aim of this study is to perform a systematic review of literature available in SCOPUS, 

Google Scholar, and Semantic Scholar databases concerning the influence of fiscal deficits on 

actual economic growth, particularly focusing on the context of developing countries with a 

specific emphasis on Bangladesh. Despite the findings and recommendations in various 

research studies, there appears to be a lack of substantial improvement from a policy standpoint. 

Therefore, synthesizing and summarizing these findings becomes crucial for gaining enhanced 

comprehension of the correlation between budget deficits and economic growth. Through this 

review, the study aims to provide valuable insights for informing future research endeavors and 

policy formulations pertaining to the interplay between fiscal management and dynamics of 

economic growth, particularly in developing nations like Bangladesh. 

 

2. METHODOLOGY  

The study seeks to systematically review extant literature to address gaps in understanding the 

correlation between budget deficit and actual economic growth in Bangladesh. Following a 

methodological framework inspired by Tranfield et al. (2003) and guided by PRISMA (Moher 

et al., 2009), the review process ensures transparency and rigor. Adhering to search strategy 

guidelines Wohlin et al. (2020) guarantee comprehensiveness. The methodology includes 

defining research questions, selecting databases, search terms, screening, review, and synthesis, 

as per SEVGI (2021). The study gathered data from reliable sources like SCOPUS, Google 

Scholar, and Semantic Scholar databases. 

2.1 Identification of the data 

Data was gathered from various reputable sources such as SCOPUS (S), Google Scholar (GS), 

and Semantic Scholar (SS) databases. The rationale behind selecting these databases stems 

from the emphasis placed on them in prior studies (Harzing & Alakangas, 2016; Meho & 

Rogers, 2008; Mongeon & Paul-Hus, 2016; Vieira & Gomes, 2009). The supplementary factors 

are provided below: 

I. It is the most comprehensive compilation of peer-reviewed multidisciplinary 

repositories within the social sciences. 

II. Furthermore, the repository preserves documents of elevated quality in comparison to 

numerous alternative databases currently available. 

III. The initial search terms consisted exclusively of the paper's title, abstract, and 

keywords.  
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Error! Reference source not found. provides an overview of the data acquisition process. 

2.2   Screening preliminary data 

The preliminary inquiry produced a variety of sources such as books, conference papers, and 

book chapters, alongside articles. However, subsequent refinement focused solely on articles, 

excluding books, conference papers, and magazines. This refinement process resulted in a 

narrowed search output, retaining 10,704 articles. 

2.3  Determining eligibility  

This systematic review incorporated diverse research approaches, excluding review articles but 

still analyzing them for relevant data. Non-English studies were disregarded, focusing instead 

on articles published between 2013 and 2022. Furthermore, incomplete texts led to the 

exclusion of specific articles from the study. 

Table 1: Data acquisition employing the PRISMA methodology 

Steps Searching process Number of documents=n 

 

 

Identification 

SCOPUS  1,795 

Google Scholar 19,900 

Semantic Scholar 7,180 

Screening Only the research articles  (S=680), (GS=9,820), (SS=204) 

Eligibility Evaluating full-text articles for inclusion 

criteria 

413 

Inclusion Qualitative amalgamation 10 

 

2.4  The incorporation of data 

For the purpose of undertaking thorough metadata analysis, the review article meticulously 

analyzed a curated selection of 10 scholarly documents sourced from reputable databases, 

namely Scopus, Google Scholar, and Semantic Scholars. Consequently, the researchers assert 

the unwavering credibility of the obtained information. However, to elevate the scholarly 

integrity of forthcoming insights, drawing upon even more authoritative sources is imperative. 

Unlike previous studies that may have relied on subjective interpretations (e.g. SEVGI, 2021; 

Wohlin et al., 2020), the present investigation adopted an objective approach by handpicking 

10 papers authored by renowned scholars and published in esteemed journals. This rigorous 

selection process ensured that the data, mostly sourced from Scopus, underwent meticulous 

keyword searches to guarantee robustness and maintain an impartial methodology. Notably, 8 

out of the 10 selected papers were retrieved from Scopus, which encompasses papers indexed 

by search engines. The meticulous procedure for data collection is concisely summarized in 

Error! Reference source not found..  
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3. RESULTS AND FINDINGS 

This section outlines the results of our systematic literature review, covering various aspects 

including the study's methodology, both empirical and theoretical findings, articles utilizing 

similar datasets, the employed model, the policy prescriptions, and prospective avenues for 

future research discerned from the sampled articles have been collated and amalgamated. These 

components are delineated in distinct tables within the assigned subsections. 

3.1  The methodological approaches employed in the studies 

The methodology was derived from a collection of 10 research papers detailing diverse research 

methodologies employed by scholars, encompassing quantitative, descriptive, and empirical 

approaches Error! Reference source not found.. Notably, all papers within the sample utilized 

a quantitative methodology. Across the majority of these papers, a time series approach was 

predominant, with the exception of Tran (2022), who opted for panel data analysis. Error! 

Reference source not found. offers a succinct summary of the methodologies utilized in the 

sampled studies. 

Table 2: Methodology used in the studies 

Authors (Year)   Period  Methodology 

(Hussain & Haque, 2017) 1993-2016 VECM (Theoretical with empirical justification) 

(Roy & Gupta, 2013) 1972 - 2012 VAR Model, ADF and PP unit root test, cointegration test, 

Granger causality test 

(Sadekin et al., 2020) 1980-2018. Bryman’s Descriptive method (2003) secondary data  

(Alam et al., 2022) 1981–2018 VECM Unit root test, Cointegration test, Granger Causality 

Test (secondary data) 

(Rana & Wahid, 2017) 1981-2014 OLS, VECM, Granger causality test, Time series analysis  

(Abdullah et al., 2018) 1975-2015 VAR-VECM ADF, PP, KPSS, Cointegration test 

(Alam, Sadekin, & Saha, 

2022) 

1980–2018 VECM, Granger causality test, cointegration test 

(secondary data) 

(Dey & Tareque, 2022) 1980 -2018  ARDL, VAR through multivariate framework 

(Ravinthirakumaran et al., 

2016) 

1980-2012 Cointegration analysis, Error correction modeling 

(ECM), Granger causality test under the VAR model 

(Tran, 2022) 2000–2019 panel data regression of 48 countries 

 

In terms of frequency, VECM and Granger causality tests are the most commonly used 

methodologies, followed by unit root and cointegration tests. These methods are central in 
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examining the relationships and causality in economic data, particularly suited for policy 

analysis in the context of budget deficits and economic growth. 

3.2 Models used in the studies 

Error! Reference source not found. summarizes the methodologies employed across various 

studies to examine economic relationships, showcasing a preference for certain econometric 

models. The Vector Error Correction Model (VECM) emerges as the most utilized technique, 

cited in five papers, indicating its prominence in analyzing time series data where variables are 

non-stationary but cointegrated. The findings from these VECM-based studies exhibit a 

spectrum of relationships, both positive and negative, reflecting the model's versatility in 

capturing the dynamic adjustments toward long-term equilibrium. The diversity in the direction 

of these relationships highlights that outcomes are contingent upon specific economic contexts 

and data sets. 

On the other hand, the Vector Autoregression (VAR) model is documented in four papers, 

signifying its significant usage in understanding the interplay between multiple time series 

variables. Similar to VECM, the relationships determined by VAR range from negative to 

indeterminate, suggesting that the nature of the economic interdependencies it uncovers is 

complex and variable-dependent. This variation underscores the necessity of considering 

country-specific or case-specific economic conditions when interpreting VAR results. 

Notably less frequent in the literature are the Autoregressive Distributed Lag (ARDL) and the 

Error Correction Model (ECM), each employed by a single study within the table. The ARDL 

model's singular appearance might indicate its emerging adoption in the field, potentially 

offering novel insights into both short-term and long-term economic dynamics. The ECM's 

usage reveals mixed results; while it indicates a positive adjustment speed in certain economies, 

it shows a negative adjustment in others, which underscores the model's capacity to capture 

diverse speeds at which different economies return to equilibrium post-economic shocks. 

In essence, the analysis of the table points to a concentrated academic application of VECM 

and VAR models in economic studies, with their findings suggesting context-dependent 

interpretations of economic relationships. The less frequent application of ARDL and ECM 

presents opportunities for future research, which could provide additional perspectives on the 

economic phenomena under study. 

Table 3: Models used in the studies 

Model Reference Number  

of  

papers 

Relationship 
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VECM  (Hussain & Haque, 

2017), (Alam, Sadekin, 

Islam, et al., 2022), (Rana 

& Wahid, 2017), 

(Abdullah et al., 2018), 

(Alam, Sadekin, & Saha, 

2022) 

5 *(Hussain & Haque, 2017)= (+)ve for BBS and (−)ve* 

for WBDI 

*(Alam, Sadekin, Islam, et al., 2022) = (+)ve 

*(Rana & Wahid, 2017)= (−)ve 

*(Abdullah et al., 2018)= (+)ve 

*(Alam, Sadekin, & Saha, 2022)= Keynsian(+ve), 

neoclassical(-ve) 

VAR (Roy & Gupta, 2013), 

(Ravinthirakumaran et 

al., 2016), (Dey & 

Tareque, 2022), 

(Abdullah et al., 2018) 

4 *(Roy & Gupta, 2013)= (−) ve 

*(Ravinthirakumaran et al., 2016)= (+ve) 

 (Pakistan & Srulanka), (-ve) (Bangladesh,India, Nepal) 

*(Dey & Tareque, 2022)= (+ve) (BD & CAD both in 

the short run and long run), (-ve) (BD & TD in the long 

run) *(Abdullah et al., 2018)= (+)ve 

ARDL (Dey & Tareque, 2022) 1 *(Dey & Tareque, 2022)=(+ve) (BD & CAD both in the 

short run and long run) (-ve) (BD & TD in the long run) 

ECM (Ravinthirakumaran et 

al., 2016) 

1 *(Ravinthirakumaran et al., 2016) = (+ve) (Pakistan & 

Srulanka) (-ve) (Bangladesh,India, Nepal) 

 

3.3  Articles based on the type of data 

The majority of the articles, nine in total, conducted Time Series Analysis, as stated in Error! 

Reference source not found.. This suggests that the prevalent method among researchers in 

this field is to analyze data points collected or recorded at regularly spaced intervals over time. 

Time series data is instrumental for observing historical trends, cyclical patterns, and 

forecasting future events or behaviors within the economic context. The use of time series 

analysis is indicative of a focus on longitudinal data to understand changes over time and to 

establish temporal relationships between variables. 

Table 4: Articles that used similar types of data 

 

Data Types Articles Number 

of 

articles 

Time Series Analysis (Abdullah et al., 2018; Alam et al., 2022; Alam, 

Sadekin, & Saha, 2022; Dey & Tareque, 2022; 

Hussain & Haque, 2017; Rana & Wahid, 2017; 

Ravinthirakumaran et al., 2016; Roy & Gupta, 2013; 

Sadekin et al., 2020) 

 

 

9 

Panel Data (Tran, 2022) 1 
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In contrast, only one article used Panel Data, which integrates characteristics of both time series 

and cross-sectional data, through observing multiple subjects over a specified time period. 

Panel data allows for more varied analysis and can help control for variables that are not 

observed or measured that could bias results or lead to incorrect conclusions. 

The overwhelming preference for time series analysis in the listed studies may point to the 

availability of time-specific data or the nature of economic questions being addressed, which 

often require observation over extended periods to discern trends and patterns. The 

underrepresentation of panel data might indicate either a lack of multi-subject longitudinal data 

or a research focus that is less concerned with cross-sectional comparisons over time. 

 

3.4  Empirical findings of the studies 

Error! Reference source not found. shows that the studies collectively seek to understand the 

causality and correlation between government fiscal management and its short-term and long-

term consequences on economic indicators and investment behaviors. 

Table 5:  Empirical findings of the studies 

Author Independent variables Dependent Variables Relationship 

Hussain and Haque 

(2017) 

1.Uncontrol FD 

2. Under control FD 

(1) *GDPGR *Debt 

financing * Higher 

interest payments  

* Govt. default 

(2) Positive EG 

(+) ve for BBS and 

 (−) ve* for WBDI 

Roy and Gupta 

(2013) 

1.(In short run) 

Reducing budget deficit 

2.(In long run)  

* General macroeconomic  

Conditions * Performance of 

other pertinent variables 

1.(In short run) 

 Improvement in trade 

account balance 

2.(In long run) 

Change in BD and TD 

(−) ve* 

Sadekin et al. 

(2020) 

1. increase in the net sale of 

NSC 

2. reducing the reliance on 

debt 

1. Borrowing from 

bank sources is 

decreasing. 

2. Increase the 

distribution on the dev. 

Sectors 

Keynsian(+ve), 

neoclassical(-ve) 

Ricardian 

(Unbiased Nexus) 

Alam, Sadekin, 

Islam, et al. (2022) 

GDD-government domestic 

 debt, GEXD-government 

 external debt, MS-money 

supply 

In the long run: 

RGDP(+ve) 

In the short run: 

RGDP(-ve) 

(+)ve 
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Among the independent variables, budget-related metrics such as government spending, budget 

deficit, and government domestic debt are a common focus, reflecting the studies' interest in 

fiscal policy's impact on broader economic health. Macroeconomic factors, including GDP 

growth and money supply (M2), are frequently analyzed, suggesting a broad interest in how 

these factors influence economic stability and growth. Among the dependent variables uses, 

economic performance indicators such as GDP growth, government debt, and current account 

deficit are commonly examined as outcomes of the independent variables, indicating a focus 

on the macroeconomic impact of fiscal policies. 

Rana and Wahid 

(2017) 

domestic and foreign loan Inflation, crowding out 

effect of private 

investment 

(−) ve* 

Abdullah et al. 

(2018) 

BD EG (+)ve 

Alam, Sadekin and 

Saha (2022) 

selected macroeconomic 

variables •real effective 

exchange rate 

(REER) •inflation (INF) •the 

volume of trade (TR) *GDP 

•money supply (M2) 

 

 

 

BD 

 

 

Keynesian (+ve) 

neoclassical(-ve) 

Dey and Tareque 

(2022) 

*Governance indicator (BD, 

RI, REER, CAD, TD, GI) 

*Increased govt. expenditure 

*Decreasing domestic 

savings and private 

investment 

(+ve) 

(BD & CAD both 

in the short run and 

long run) 

(-ve) 

(BD & TD in the 

long run) 

Ravinthirakumaran 

et al. (2016) 

Budget deficit (BD) Current Account Deficit  

(CAD) 

(+ve) (Pakistan & 

 Srilanka)  

(-ve) 

(Bangladesh,India, 

Nepal) 

Tran (2022) Budget balance (BD),  

Government expenditure 

(GE) 

National savings (NS), Total 

investment (INV), Inflation 

(INF) Labor(L), Trade 

Openness (TO), Exchange 

rate (ER), Interest rate (IR), 

Money supply (MS) 

 

 

 

 

EG 

 

 

 

 

(+ve) 



International Journal of Ethics in Social Sciences, Vol. 8, No. 2, December 2024  

 

37 

The impacts of fiscal policy on private investment, both in terms of volume (domestic and 

foreign loans) and efficiency (crowding out effect), are also a recurring theme, pointing to an 

interest in how government fiscal behavior affects the private sector's financial decisions. The 

overarching theme is the exploration of the fiscal policy's direct and indirect effects on a nation's 

economic health and the interplay between government actions and market responses. 

3.5 Empirical findings in a nutshell 

Three papers reported positive relationships. These studies, authored by Alam et al. (2022); 

Abdullah et al. (2018); and Tran (2022), suggest that the variables they examined are positively 

correlated or that the impact of one on another is beneficial or constructive. 

Table 6: Empirical findings in a nutshell 

Relations Authors and Years No. of 

Papers 

Positive Relations (+ve) (Alam et al., 2022), (Abdullah et al., 2018), 

(Tran, 2022) 

3 

Negative relations (-ve) (Roy & Gupta, 2013), (Rana & Wahid, 2017), 

(Ravinthirakumaran et al., 2016) 

3 

Both positive and negative (Hussain & Haque, 2017), (Alam, Sadekin, & 

Saha, 2022), (Sadekin et al., 2020), (Dey & 

Tareque, 2022) 

4 

 

Another three papers found negative relationships between the variables they studied. The 

works of Roy and Gupta (2013); Rana and Wahid (2017); and Ravinthirakumaran et al. (2016) 

indicate that an increase in one variable may lead to a decrease in another, or there may be 

adverse implications from the interaction of the studied variables in Table . Four papers reported 

findings that included both positive and negative relationships. These studies, particularly by 

Hussain and Haque (2017); Alam, Sadekin and Saha (2022); Sadekin et al. (2020); and Dey 

and Tareque (2022), highlight a more complex interaction where variables could be positively 

related in some contexts or under certain conditions, but negatively in others. 

The balance of papers reporting positive and negative findings suggests that the relationship 

between the studied economic variables is nuanced and potentially shaped by various 

contextual factors, including country-specific economic conditions, the time period studied, and 

the particular economic indicators analyzed. The presence of studies reporting both positive 

and negative relationships indicates that the impact of certain economic policies or conditions 

can vary, highlighting the importance of situational context in economic research. This 
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distribution of findings points to the complexity of economic relationships and the need for 

careful interpretation of empirical data. 

 

4. DISCUSSION, IMPLICATIONS AND FUTURE RESEARCH AGENDA 

This systematic review synthesizes a decade of research on the impact of fiscal deficits on real 

GDP growth in Bangladesh, revealing a complex and multifaceted relationship. The majority 

of the studies included in this review employ quantitative methodologies, primarily Vector 

Error Correction Models (VECM) and Vector Autoregression (VAR) models, highlighting the 

preference for time-series analysis due to the nature of economic data. 

A key finding from the review is the variance in the impact of budget deficits on economic 

growth depending on the time frame and economic conditions studied. For instance, Hussain 

and Haque (2017) and Alam et al. (2022) found the positive influence of fiscal deficits on GDP 

expansion in certain conditions, whereas studies like Roy and Gupta (2013) and Rana and 

Wahid (2017) reported negative impacts. This discrepancy implies that the correlation between 

budget deficits and economic growth is not straightforward and is impacted by numerous 

economic variables such as inflation, government spending, and external debts. Furthermore, 

the review highlights the prevalence of the crowding out effect, where high deficits lead to 

higher interest rates, deterring private investment. This effect is particularly emphasized in 

developing economies like Bangladesh where market inefficiencies are more pronounced. The 

implications of these findings are critical for policymakers, as they underscore the need for a 

balanced approach to budget management that considers both short-term economic stimuli and 

long-term fiscal sustainability.  

The findings of this review have significant implications for economic policy in Bangladesh, 

as stated in Error! Reference source not found.. First, the positive impact of budget deficits 

on growth under certain conditions suggests that targeted fiscal expansion can be beneficial if 

managed carefully. However, the potential for negative impacts, particularly in terms of 

crowding out private investment, calls for cautious optimism. Policymakers must ensure that 

deficit financing is directed towards productive investments that yield long-term economic 

benefits, rather than recurrent spending. Additionally, the diversity in the effects of budget 

deficits on economic growth across various studies underscores the significance of contextual 

elements such as governance quality, monetary policy structure, and external economic 

circumstances. This implies that policy formulations should be dynamic and adaptable to 

changing economic landscapes, rather than following a uniform approach without considering 

individual differences. Given the critical role of policy effectiveness and the noted deficiencies 

in budget management highlighted by several studies within the review, there is an urgent need 
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for reform in fiscal policy design and implementation. Enhancing transparency and 

accountability in budget processes could mitigate some of the adverse effects associated with 

deficit financing. This review also points to several avenues for future research. 

There is a noticeable gap in studies that incorporate cross-country analyses, which could 

provide comparative insights beneficial for understanding the unique versus common impacts 

of budget deficits across similar economies. Additionally, future studies could explore the 

influence of non-economic factors like political stability and institutional quality in moderating 

the impact of budget deficits on economic growth. 

Table 7: Future research directions from the studies 

Authors and years The article outlines potential future research 

directions 

Prospective research trajectory 

(Hussain & Haque, 

2017) 

1. To investigate the interplay between 

government expenditure, economic growth, and 

long-term interest rates in Bangladesh. 

Future research could explore 

interest rates in both the short and 

long term. 

(Roy & Gupta, 

2013) 

1. Reexamining the twin hypothesis through 

various macroeconomics lenses. 

2. Trade lateralization in 1990 decade and the 

Flexible exchange rate regime in June 2003 

were not counted. 

Further work can be initiated by 

exploring the macroeconomic 

lenses.  

(Sadekin et al., 

2020) 

1. Time duration (not up-to-date). 

2. Methodological (only descriptive). 

Taking the timeframe into account 

in future research 

 along with bringing 

methodological variation. 

(Alam et al., 2022) 1. Cross-national analysis utilizing additional 

economic indicators such as economic or 

financial crises. 

2. FDI and Innovation. 

3. Underpinning the developed economies like 

the US, China, Japan, etc.  

4. The rigorous and dynamic, nonlinear and 

quadratic estimation methods through 

alternative specifications like System GMM 

and 2SLS are absent in previous research. 

Future research can be conducted 

considering cross-country 

analysis.  

(Rana & Wahid, 

2017) 

1. Time duration (not up-to-date). Taking the timeframe into account 

in future research.  

(Abdullah et al., 

2018) 

1. “Local maximum" method (global 

perspective was not touched. 

2. Variation can be bought in time series 

methodologies like TAR, and SETAR. 

3.  Variation in the growth model can be 

Other research can be introduced 

by using a growth model through a 

variation of variables. 
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5. CONCLUSION 

Bangladesh has embraced with deficit budgets since its independence in 1971. Various studies 

have yielded conflicting findings regarding the relationship between fiscal deficits and real 

economic growth, with some indicating adverse effects while others suggest a strong 

correlation, both in the short and long terms. Among the 10 papers reviewed, 3 assert a positive 

relationship, another 3 suggest a negative relationship, while 4 papers demonstrate both positive 

and negative associations between deficit budgets and economic growth. This research aims to 

clarify the relationship between budget policies and economic growth in Bangladesh by 

thoroughly reviewing the existing literature, analyzing 10 selected articles rigorously. The 

initial focus of the study findings centers on the methodologies employed in the examined 

studies, all of which utilized quantitative analyses. According to the sampled articles, deficit 

budgets primarily stem from government inefficiency, inadequate budgetary management, 

democratic deficits, and deficiencies in policy foresight. Based on the recommendations put 

forth by these articles, governments are advised to prioritize internal financial sources over 

achieved by employing diverse sets of 

variables. 

(Alam, Sadekin, & 

Saha, 2022) 

1. Selected variables  

2.  Interest rates, gross fixed capital formation, 

foreign direct investment (FDI), labor force 

participation, and unemployment; these 

variables can be used in future work  

3. Further work can be done to show the causal 

relationship between budget deficits and current 

account deficits. 

Further research can be done 

examining causality BD and CAD. 

(Dey & Tareque, 

2022) 

1. Time duration (not up-to-date) 

2. Reexamining the twin hypothesis through 

various macroeconomics Lenses. 

As time flies through multi aspects 

of world order; during the 

fluctuation of economic situations 

the relationship between the 

variables can be examined through 

multiverses.  

(Ravinthirakumaran 

et al., 2016) 

1. Study can be done all SAARC countries 

using panel data or cross section data   

To check the causality among 

variables panel data can be used  

(Tran, 2022) 1. Along with other variables from classical 

economic theory, some institutional aspects 

may be included to the model to study the 

impact on economic growth. 

Further research can be done 

taking institutional variables.  
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foreign ones, foster democratic environments, restructure tax systems, and formulate effective 

monetary policies. It is important to note that this study predominantly relies on the SCOPUS 

database for its data. Furthermore, due to accessibility constraints, the authors were limited to 

the sample articles collected for this study. Considering the relatively limited number of 

publications from Bangladesh in SCOPUS databases, conducting a bibliometric review of 

global publications could provide valuable insights. 
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