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Abstract: 

Purpose: The study aims to determine the driving forces i.e. macroeconomic variables in the growth rate of 

the FDI in BRICS nation.  

Design/ Methodology/ Approach: The forces that have been taken in the study are Foreign Direct 

Investment, Employment rate, Government Final Consumption Expenditure, Inflation Rate, Interest rate and 

GDP in the economy. Panel regression has been applied in the study as the data set is a mixture of time 

series and cross sectional units. The time period for the study ranges from 2000 – 2018. In addition to the 

results of the above model, descriptive statistics and correlation matrix for all the variables are also given in 

the study to examine the nature of the variables.  

Findings: The panel results indicate that the variables chosen for the study have a significant impact on the 

FDI growth rate of the BRICS economies. The extent of their impact is reported by the beta values 

calculated in the study. Further, the correlation matrix signifies the existence of relationship between 

variables undertaken in the study. The findings are in consistence with the literature. 

Research limitations: Only few variables have been taken up for the study. Further, the results with 

Interest, Inflation and Government expenditure in its other forms may give different results.    

Practical Implications: The results can be used for financial planning and framing of the Macroeconomic 

policies of the Nations to make a rise in their FDIs. Further, the comparison made of all the major macro 

variable indicators for all the countries will motivate the economies to improve their position in all the terms 

in comparison to the other nations in the BRICS.  
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Introduction 

The present world is inter-connected and no nation is self-reliant or self-sufficient. Foreign Direct 

Investment is one way to procure assistance from other nations. FDI allows the foreign investors to invest in 

other cuontries and make economic profits. The economic growth of any nation depends on various 

macroeconomic variables (Antwi et. al., 2013).There is extensive literature available on the relation of 

various macroeconomic variables impacting the stock markets, FDI however there is lack of consensus on 

the direction of these variables (Sharma, et.al. (2011). Macroeconomic variables are considered to be the 

medium connecting resources, technologies and endless policies contributing to the FDI in any country as 

defined by the World Bank. For growth of the nation, managing of these macro variables is a salient 

aspect(Mbulawa, 2015). Discussions, governing these areas have been the centre of attraction for many 

researchers. The present study revolves around the management and examining the role of the 

macroeconomic variables in the economic growth rate of BRICS nations. BRICS is one of the apparent and 

leading associations of countries comprising of “Brazil, Russia, India, China and South Africa). The high 

growth rates in the past 10 years of China, India and Russia have tempted the world’s eye to the BRICS 

countries. These economies together are likely to become largest economic group of the world (Ranjan & 

Agrawal, 2011).The study revolves around determining the role of macroeconomic variables namely GDP 

Government Expenditure, Inflation, Employment rate, Interest Rate extracted from the literature on the FDI 

growth of the BRICS nations. Numerous studies in this regard have been discussed here. 

Sharma (2018) investigated the FDI, Inflation, Government spending and investment relation with that of 

the GDP in India and evident the existence of significant relations.Altaee et. al. (2016) in Saudi Arabia 

suggested positive relation in between the economic growth measured via GDP growth with that of fixed 

capital formation and exports and financial development with a negative effect in the short run and positive 

in the long run. Krezio (2016) in his study examined the impact of public debt, inflation and budget deficit 

on the growth rate of economy in Ksovo and found the moderate relationship as the coefficients obtained 

were believed not  to have enough explanatory power. Agrawal (2015) confirmed the existence of long run 

equilibrium relationship between FDI and economic growth rate of the BRICS nations.Hasan & Barua 

(2015)evidenced the existence of relationship between financial development and growth of the economy in 

five emerging South Asian countries using Panel Data. Similar study with different set of macro variables 

have been undertaken in Pakistan by Chughtai et.al (2015), Kibira et.al (2014) and found negative impact 

of high inflation on GDP and suggested the reduce in the interest rate to attract FDIs which was found to 

have positive impact on the GDP. Biswas & Saha (2014) examined the determinants of GDP and found 

positive relation with Gross Domestic Capital formation, employment, exports, FDI and Money Supply 

whereas negative relation with that of the inflation and fiscal deficit in India. Basu et.al (2013) examined 
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the role of demographic factors of the population in BRICS nation and suggested that the growth rate is 

largely affected by working age population and skill formation capacity. Liu et. al. (2002) evident in China 

the existence of relation between trade, FDI and Economic Growth. Chen (2000) examined in China the 

determinants of growth rate in terms of private enterprise, education, openness and found all these lead to 

rise in the economic growth.  However, Garrison & Lee (1995) in their study found no negative impact in 

regards to the impact of high inflation, large deficits and government expenditure. 

Research Gap 

The literature revolves mainly around the role of macroeconomic variables for that of economic growth of 

the BRICS nations and major macroeconomic variables have been intensively investigatedin individual 

nations. Also the lack of consensus in the direction of certain macroeconomic variables leading to the 

growth of nation, FDI growth rate arouses the curiosity to undertake the study. The present study aims to 

examine the role of such variables in BRICS nations to bring a new insight and add to the literature. 

Objective of the Study 

The present study aims to examine the role of the macroeconomic variables (GDP, Inflation rate, 

Employment rate, Government final consumption expenditure, lending interest rate) in the FDI growth rate 

of the BRIC (Brazil, Russia, India, China and South Africa) countries.  

Research Methodology 

The Major macroeconomic indicators taken up for the present study areGDP growth rate, Inflation Rate, 

Employment Rate, Government Expenditure, Interest rates. The macroeconomic variables will be treated as 

Independent Variables and FDI growth rate as dependent variable. The data has been collected for a period 

ranging from 2000 till 2018.The data has been obtained from the World Bank website (www.worldbank.org) 

and BRICS data base (brics.ibge.gov.). Panel data approach has been used in the study to deal with both 

time series and cross sectional data. First of all, Descriptive Statistics of all the economic variables have 

been calculated for the period ranging from 2000 – 2018 using R Studio. The correlation matrix of all the 

variables has been constructed using R Studio, to study the relationship between all the variables in the 

sample. Further, panel regression has been applied; the results for both Pooled OLS and Fixed Effect Panel 

Model are given. Thereafter, a test has been applied used to examine consistency of the model. The model 

framed for the present study is as follows: 

FDIit =a + b1.GDPit + b2.INFLAit + b3.EMPit+ b4.GEXPit + INTit + € 

Where,  

FDIis Foreign Direct Investment i.e. measured as a per cent of GDP as in Sharma (2018), Jafari (2018), 

Chughtai et.al (2015), Kibira et.al (2014) 

GDPi is the growth rate in the GDP at its market prices.  
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INFLA is the annual growth rate of the GDP implicit deflator as in Sharma (2018), Jafari (2018), Chughtai 

et.al (2015), Kibira et.al (2014) 

EMP is the employment rate in the economy 

GEXP is the government final consumption expenditure expressed as per cent of GDP as in Sharma (2018),  

INT is the real interest rate prevailing in the economy as in Chughtai et.al (2015), Kibira et.al (2014) 

And € refers to the disturbances that are uncorrelated satisfying the assumption of zero mean and variance; 

bi are the coefficients of the variables in the study. The countries considered for the study are Brazil, Russia, 

India, China and South Africa. 

Data Analysis& Interpretation 

The descriptive of the variables of the study for each country are given in the following table 1.1: 

COUNTRY   GDP FDI GEXP EMP INF INT 

BRAZIL 

Mean 2.43 3.26 19.27 58.25 7.6 7.6 

STDEV 2.91 0.96 0.53 1.49 2.29 10.26 

Jarque 

Bera 

0.58 0.44 1.45 3.06 5.522 0.204 

Probability 0.74 0.799 0.483 0.216 0.063 0.903 

RUSSIA 

Mean 3.77 2.22 17.7 57.64 13.64 12.51 

STDEV 4.21 1.2 1.1 1.68 8.51 3.9 

Jarque 

Bera 

4.22 0.774 5.84 2.06 5.19 13.77 

Probability 0.12 0.67 0.053 0.355 0.07 0.001 

INDIA 

Mean 6.63 1.62 10.77 53.5 5.65 10.91 

STDEV 1.71 0.73 0.59 2.49 2.44 1.31 

Jarque 

Bera 

2.67 3.07 0.581 2.47 1.504 0.383 

Probability 0.263 0.214 0.74 0.29 0.471 0.825 

CHINA 

Mean 9.13 3.16 14.12 68.96 3.45 5.52 

STDEV 2.09 0.987 1.02 2.59 2.75 0.8 

Jarque 

Bera 

2.002 1.144 4.386 2.125 1.73 0.249 

Probability 0.367 0.564 0.1115 0.345 0.419 0.882 

SOUTH Mean 2.77 1.58 19.64 39.63 6.77 11.45 
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AFRICA STDEV 1.84 1.39 1.06 1.52 1.9 2.36 

Jarque 

Bera 

0.49 18.19 1.22 0.18 6.47 1.88 

Probability 0.78 0.001 0.54 0.913 0.039 0.38 

Computed in R Studio 

The above table 1.1 provides the descriptive statistics of all the variables in the study. It has been observed 

that the mean value of the GDP growth rate is highest in China with 9.13% followed by India and then 

Russia. In employment rate China and Brazil attains the maximum values with 68.96% and 58.25% 

respectively. The jarque bera test has also been used in the study to test the normality of the variables. The 

values of jarque bera along with their p values are reported in the above table. The p values indicating the 

support for null hypothesis i.e. the series follows normal distribution is not rejected in all the cases except 

for FDI and Inflation rate for South Africa.  Therefore, the variables considered are normally distributed and 

can be taken further for the panel regression. 

To study the existence of the relationship and significance of the proposed macroeconomic variables in the 

study, Karl Pearson Correlation has been calculated using SPSS software. The correlation value above 0.5 

indicates a strong relationship and the p value suggests about the significance of the relation. The correlation 

coefficients calculated along with their p values are given in the following table 1.2 

Table 1.2 Correlation Matrix 

Correlation Matrix 

GDP(%) 

Govt Final 

Consumption 

Expenditure 

(%of GDP) 

Inflation 

GDP 

deflator 

Employment 

Rate (%) 

FDI 

(% of 

GDP) 

Lending 

Int Rate 

GDP(%) Correlation 

Coefficient 

1.000           

Sig. (2-tailed) --------           

N 95           

Govt Final 

Consumption 

Expenditure 

(%of GDP) 

Correlation 

Coefficient 

-.729 1.000         

Sig. (2-tailed) .000 --------         

N 95 95         

Inflation 

GDP deflator 

Correlation 

Coefficient 

-.102 .133 1.000       

Sig. (2-tailed) .327 .200 --------       

N 95 95 95       
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Employment 

Rate (%) 

Correlation 

Coefficient 

.357 -.230 -.185 1.000     

Sig. (2-tailed) .000 .025 .073 --------     

N 95 95 95 95     

FDI (% of 

GDP) 

Correlation 

Coefficient 

.198 .033 .083 .506 1.000   

Sig. (2-tailed) .045 .0054 .042 .000 --------   

N 95 95 95 95 95   

Lending 

Interest Rate 

Correlation 

Coefficient 

-.524 .411 .445 -.245 .041 1.000 

Sig. (2-tailed) .000 .000 .000 .017 .004 -------- 

N 95 95 95 95 95 95 

Computed in SPSS 

In the above table 1.2, the correlation values obtained for studying the relationship between the variables and 

their p values are reported. The Null Hypothesis for the correlation matrix framed is that there is no 

correlation between the variables. The correlation matrix states the significant relationship of FDI with all 

variables in the study exists. Therefore, the variables proposed for the study are considered to be significant. 

Results of Panel Regression: 

Pooled Method: 

Firstly, the results of the pooled method have been reported in the following table 1.3: 

Coefficients: 
  Estimate  t-value  Pr(>|t|)     
(Intercept)  -3.4940050   -3.1481  0.002237 * 
`Employment Rate (%)`                     0.0568922    4.2471 
5.309e-05 * 
`Govt Final Cons Exp (%of GDP)`  0.1246950    2.8064  
0.006154 * 
`Inflation’             0.0013195    0.0608  0.951690     
`Real Interest Rate`                      0.0179196    1.9914  
0.049505 *   
`GDP(%)`        0.0976082    2.2272  0.028453 *   

 

Total Sum of Squares:    155.26 
Residual Sum of Squares: 104.22 
R-Squared:      0.32877 
Adj. R-Squared: 0.29107 
F-statistic: 8.71866 on 5 and 89 DF, p-value: 
9.2641e-07 
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The results have been computed in Rstudio. From the above results in table 1.3, the p value is less than 0.05 

for the entire model, therefore the model is considered to be fit which has also been confirmed with the f 

stats value being high from 4. Next, the relationship of the variables with that of FDI is significant as the p 

values in respect of Betas calculated for each variable comes out to be significant except for Inflation The 

null hypothesis that there is no impact of the macroeconomic variables on the FDI growth rate of the 

economy is rejected as the p values for majority cases are less than 5%.  

Conclusion 

The study explores various striking forces that are vital for determining the FDI growth rate of the BRICS 

nations. The correlation matrix indicates the significance of all these relations in terms of their contribution 

in the FDI of the BRICS nation. The results evident a positive and significant relation of the FDI growth rate 

with that of all the macroeconomic variables proposed in the study. Therefore, as per the underlying study, 

the Employment rate, Government Expenditure, Real Interest rate and GDP are the factors determining FDI 

growth rate.  
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