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ABSTRACT 
The study aims to investigate how FDI Flows are affected by various economic factors prevailing in that 
particular nation. The study analyses country wise six determinants which are Real Gross Domestic Product, 
Consumer Indices, Services Trade Openness, Workers Remittances and Compensation of Employees, Gross 
Capital Formation and Electric Power Consumption. E-Views is being used to apply Augmented Dickey Fuller 
Test and Multiple Regression for each country separately to identify significant determinants of FDI Flows. The 
data is collected from various resources mainly comprising of United Nations Conference on Trade and 
Development and World Development Indicators of The World Bank for the years 1995-2017. The study finally 
concludes that all the independent variable do not have the same significance pattern toward FDI. The study 
also highlights the significance of panel data analysis to generate results. 
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I INTRODUCTION 

Gone are the days when the world market was 
solely ruled just by the developed countries, now is 
the time of the strongly emerging countries and the 
nations. Over the past few years the market share 
of the nations globally has been conquered to a 
good extent by the developing nations like China, 
Russian Federation, India and many more. But the 
most significant increase financially has been in 
these five nations, which are Brazil, Russian 
Federation, India, and the most recent addition of 
South Africa. There are a lot of reasons and factors 
responsible for this growth in their trade at the 
national and the international level. One of the 
main factors that contribute to the significant 
economic hold these nations have had in recent 
past is the Foreign Direct Investment. This involves 
nations other than the mentioned ones investing in 
the mentioned nations for their own personal 
benefit and also the latter becomes strong and 
economically powerful. These nations have 
continuously made a strong hold in being able to 
attract investors from all over to world to make 
their business grow also they have been able to 
nearly make their performance twice of what was 
at the time of the crisis level. Over twenty percent 
of the FDI at international level have been 
accounted by these nations and China, Russia and 
Brazil have been ranked in the top ten nations for 
the inflow of such investments. These nations have 
been able to generate over $680 billion in the year 
2017. 

(a) Foreign Direct Investment: 
FDI can be defined as a country or its unit 
investing into another country by various means 
mostly for their own personal benefit. These 
investments are not similar to the ones where there 
are investments made in direct terms with the 
destination nation by being an investor or the 
contributor to the company’s actual stock 
exchange. Whenever such a direct investment is 
made into a company of another nation by a unit of 
some other nation then the latter generally has 

center level of say and control over the former 
company. 

Nations that have easy and not so regulated access 
channels for the outsiders and also have an 
abundance of skilled and trained workforce have 
more foreign direct investments made than the ones 
which seem to be bound and closed by various 
sorts of laws. 

There are possibly three types of FDI that can take 
place. First on the list is called the FDI of 
Horizontal type as in this scenario the unit of the 
source country replicates its activities in the 
destination nation by arranging equivalent chain of 
value. The second type of FDI is of Platform type 
as in this scenario the investment to the latter is 
made for the generation of export stuff to a third 
nation. The third and the last type of FDI is of 
Vertical type wherein the scenario is to introduce 
activities that add value to the business and not 
only generate core benefits in the destination 
nation. 

In this paper we look at the factors or the 
independent variables that have some sort of 
significance in determining how much Foreign 
Direct Investment shall be made in all the five 
nations constituting the BRICS. Now we shall be 
discussing about those independent factors in 
detail.These investments are also know to elevate 
the level by which in the destination country the 
employment chances are growing, new 
technologies are being introduced , new level of 
employee training is being considered and there is 
generation of new brands, products and various 
types of skills developed for management purposes. 

(b) Gross Domestic Product: 
Gross Domestic Product (GDP) can be considered 
to be the measure for estimating how large the 
target market will be, and it is a general notion that 
if the target market for a nation is big then that 
entity will make more investment in the former 
nation. But this is not accurate enough as GDP also 
causes various other types of effects on FDI like it 
being the indicator of the disposable income for the 



middle class households of a nation may result 
otherwise.  When there is an increase in the GDP of 
a nation that means some amount of investment has 
been made which increases its sum thus it can be 
said that in the middle period of run though the 
GDP has only a temporary effect but when we talk 
about the longer period GDP has a substantial 
effect on these investments. 

(c) Trade Openness: 
This basically a ratio that holds significance in 
controlling the Foreign Direct Investments that are 
made into a country as it is viewed as the ratio of 
the total trade of a nation i.e. is the sum total of the 
nations export and import to its GDP value. The 
term’s latter half that say openness does not always 
mean that if a low ratio has arrived so it would be 
tough to make investments in these nations , this 
misunderstanding can be removed by reading 
factors such as size of the economy for that nation 
and its demographic and geographic barriers for 
their investment partners. This ratio also signifies 
how much the nation integrates with the economy 
of the world. Nations smaller in sizes have more 
number of imports in comparison to exports so that 
they can feel content but need to increase the latter 
as well. Factors like culture, society, and politics 
also play a major role in determining this ratio 
which tends to affect the inflow of investments 
made into these nations.   

(d) Inflation Rate: 
Whenever there is a significant and consistent 
elevation in the price levels for products and 
services, it is known to be caused because of 
Inflation. An increase in terms of annual 
percentage is used as a measure for the inflation. 
Whenever there is a drop in the percentage of 
purchasing power of your currency, then we can 
say that the inflation is the reason behind it. It is 
major key factor in determining how FDI’s will be 
made in a nation, but its effect can be either 
positive or negative in such terms in the longer run. 
Inflation has three types, first being Hyperinflation 
when there is significant consistent increase in 
inflation, second being deflation that’s the opposite 
of the former and last being when there is a 
combined effect of high levels of unemployed 
coupled with low growth factors and persistent 
inflation. 

(e) Workers’ Remittances and Compensation 
of Employees: 

The earnings of workers who fall into the category 
of the non-long term workers and can be seasonal 
and are employed by either the units who are not a 
part of the nation or the ones who are a part of the 
nation and are keeping workers who are not a part 
of the nation constitute the  Compensation of 
employees. All the money transfers that are made 
by workers migrating from some other nation or 
our nation’s workers employed by non-resident 
units form the workers remittances and 
compensation of employees. These both are 
instrumental in determining the labor cost of a 
nation , thus with higher labor cost the cost of 
production may also increase causing at times a 
negative impact on FDI inflows into a nation. 

(f) Gross Capital Formation: 
Whenever there is an economy that under goes a lot 
of transitions, attempts are made to improves its 
investment inflows by adjusting the country’s 
economic climate in terms of ease. Larger is the 
value of this measure better is the growth in terms 
of economy for the nation. Thus both a positive and 
a negative relation can be expected between these 
investments and the measure. 

(g) Electric Power Consumption: 
This measure is a proxy to the infrastructure index 
for a nation under BRICS experiencing investment 
inflows and accounts for the fact that whenever 
there is a better infrastructure in a nation more 
investors would want to invest in there, thus 
continuous supply of electric power may result in a 
positive effect on the FDI. 
 

II LITERATURE REVIEW 

A plethora of research are being conducted in the 
area of determinants for FDI, a brief review is 
presented below: 

Jadhav(2012) The paper discussed the role of 
political and institutional factors in addition to the 
widely perceived economic factors that influence 
the inflow and outflow of Foreign Direct 
Investment (FDI) in BRICS countries. It takes 
economic factors such as Market Size, Trade 
Openness and Natural Resource Availability and 
augments their use with empirical data by assigning 
values to factors such as Corruption Control, 
Macroeconomic stability and Accountability. By 
way of using panel data with panel unit-root test 
and multiple regressions over a decade’s worth of 
data from 2000 to 2009, the report comes out with 
a conclusion that supports that economic factors are 
of paramount importance for FDI and goes on to 
state that organization select conditions similar to 
their current operating structure to exploit their 
familiarity with the resources required to run their 
operations.  

Vijayakumar et al(2010) The study takes a fresh 
view on the various variables that affect the inflow 
of FDI in the fast developing countries of the 
world, especially BRICS, by employing panel data 
analysis using an annual data set from 1975 to 2007 
with data for Russia being available from 1990 
only. The study comes up with robust results for 
general application with alternative variables that 
determine FDI flows. The study has come up with 
results that may have policy implications that could 
help the BRICS to attract higher FDI with a better 
investment climate. The study lists Inflation (as an 
economic stability indicator) and Industrial 
Production (from a growth point-of-view) as being 
critical indicators for FDI flows.  

Agrawal(2013) The paper attempts to establish a 
relationship between FDI and economic 
development in the BRICS countries by employing 
empirical co integration and causality analysis at 
the panel level over a data set spanning 1989-2012. 
The paper concludes by implying a bi-directional 
relationship between FDI inflow and economic 



stability of the BRICS countries and goes on to 
imply that various policy measures that are in place 
to attract FDI inflows might not be necessary if 
policy makers look at various other avenues for 
better economic growth, which, in turn, would 
automatically attract higher FDI inflows for the 
economy and further continue to fuel the growth. 
This hypothesis supported panel co-integration test 
and Granger causality test on the panel data.  

Holtbrugge et al (2010) the paper looks at key 
determinants that guide FDI outflow for companies 
established in the BRICS countries that aim to have 
an international footprint. The study takes a 
comprehensive look at the determinants at the 
country, industry as well as an organizational level 
utilizing an exploratory approach spanning eight 
case studies with within-case and cross-case 
approaches. As an example, the paper cites an 
example of location viability when it comes to 
choosing locations abroad for BRICS based 
organizations. These organizations look for 
different traits as compared to organization from 
the developed countries such as BRICS 
organizations look for technological reach, 
management know-how and other resources 
whereas firms from developed nations look 
towards lower labor and manufacturing costs for 
international destinations.  

Elfakhani et al (2010) the paper takes look at the 
determinants of FDI in BRICS countries using an 
eclectic approach to international production. By 
way of regression on net FDI inflows on the full 
data series from 1980-2008, the study concludes 
that there are various social, political and financial 
factors guiding the flow of FDI in these countries. 
But, social factors account for a significant 
percentage of the change that is observed in the net 
inflow of FDI whereas political factors only 
influence significant percentage of the change over 
the same full data set. During the decade from 1999 
to 2008, the research indicates that the trend 
changes in these years to show that financial 
motives account for significant percentage change 
whereas social variables account for significant 
percentage change. This throws light on the fact 
that during the full data set analysis, international 
organizations that are looking to invest in foreign 
markets are looking for places with a large healthy 
workforce with a high number of college degree 
holders. But, at the same time, organizations do not 
shy away from strong single-handed governments 
due to their ability to steer the process. The paper 
observes that during 1999-2008, countries with 
favorable financial characteristics such as high 
GDP and stable currency attract FDI easily when 
combined with strong social characteristics such as 
good health and college education. The paper 
analyses the involvement of EU in the role of a 
foreign direct investor not only at a global level but 
in finer detail for the BRICS countries. It takes into 
account two methodologically diverse databases – 
namely, Eurostat FDI data for FDI flows and stocks 
and the FDI Intelligence data published by 
Financial Times Ltd for the number of investment 
projects. The paper goes on to display the much 

larger role that China plays than the one depicted in 
the FDI data due to the prominent role of Hong 
Kong and offshore centers for Chinese FDI and 
Mauritius as an offshore center for Indian FDI. 
Correcting for these, China is still the third largest 
destination for FDI for EU. Based on a broad sector 
based analysis, manufacturing accounts for nearly 
one-third of FDI whereas services account for a 
significant percentage of FDI from EU to the 
BRICS. Analyzing the various factors affecting EU 
investment in BRICS, the paper observed that only 
large organizations prefer to enter new 
geographically distant markets while SMEs tend to 
limit their foreign operations to neighboring 
countries. The paper observes that most EU 
investments can be leveraged and increased using 
policy interventions by mutual and balanced 
liberalization to allow for higher FDI limits in 
sectors such as finance or telecommunication. But, 
it also points out that foreign ownership might not 
be in the best interest of the BRICS countries 
especially when it blocks the transfer of 
technology.  

Hunya et al (2009) The research here is targeted at 
a relationship between FDI and innovation that 
occurs in the BRICS countries. The study takes into 
account the many-fold increase in the FDI in 
countries such as Russia and India from 2011 to 
2012 – 14.2 times for Russia and 12.3 times for 
India, and attempts to find a co-relation between 
the increased FDI and innovation. The research 
indicates that Russia lags behind the rest of the 
BRICS countries for FDI due to various limitations 
on Innovation and R&D when it comes to research. 
The paper demonstrates the need for innovation 
that would lead to better FDI inflows, which would 
in turn allow for better R&D facilities combined 
with better industry and academia integrations. 
This increase in FDI coupled with an increase in it 
the innovation potential would lead to better 
integration of the BRICS economies with the world 
economy as they are poised to become the driving 
force of the world economy in the next 50 years.  

Gusarova(2013) The research analyses the outward 
flow of FDI and the various investment motives 
and modes of ownership used by firms established 
in the BRICS countries. The paper takes a closer 
look at Outward Foreign Direct Investment (OFDI) 
from the BRICS countries and analysis sectoral 
composition as well as the typical destinations of 
OFDI and comes up with a detailed report where 
Russia leads the charge with the highest percentage 
of average outflows over four years as a share of its 
GDP at a significant percentage with its main focus 
being Resource extraction and manufacturing in the 
European Union and Commonwealth of 
Independent States comprising of former Soviet 
Republics.  

Polodoo et al(2012) The research paper examines 
the impact that international trade has on 
economies of the BRICS countries by utilizing 
panel unit root analysis and random coefficient 
estimates. The study finds that trade is just one of 
the major factors allowing for better economic 
growth but also factors such as human capital 



formation, Gross Domestic Fixed Capital 
Formulation (GDFCF) and exchange rate 
appreciation positively influence growth in the 
BRICS countries for the time period considered. 
The research shows empirical results for 
developing countries that can employ policies to 
boost their economies by allowing for open trade, 
government spending on human capital formation 
as well as government spending in the public as 
well as private sector for better economic growth.  

Duan(2010) The paper analysis the overall trends 
and performs a sector-wise analysis on the inflow 
of FDI in the BRICS nations from a decade. The 
paper reaches a conclusion wherein it is noted that 
the tertiary sector, which comprises mainly of the 
service sector, receives the most FDI inflows in 
Brazil, Russia and India followed by the secondary 
sector and the primary sector trailing behind for 
these countries. But this trend changes for China 
wherein it received most of its FDI inflow towards 
its manufacturing units that comprise the secondary 
sector and its primary and tertiary sectors get only 
meager FDI inflows for the decade considered.  

Popa et al(2013) The paper looks at the relation 
that BRICS countries have when it comes to 
economic growth and FDI inflows using a 
quantitative and comparative analysis. The research 
points out the BRICS growing role in both goods as 
well as service trade along with an increased in FDI 
flows as compared to the G7. It shows the current 
and the growing international influence of the 
BRICS countries even in times with a serious 
financial downturn. The paper suggest 
establishment of mechanisms that allow for 
financial cooperation and economic agreements 
between the BRICS countries to avoid possible 
conflicts that may arise due to varied levels of 
development in the BRICS but also for more 
sustained and lasting gains for everyone involved. 

Chaitanya et al (2007) the study aims to establish a 
relationship between FDI inflows for other 
countries and the FDI inflows of China. It aims to 
do so by utilizing co-integration analysis along 
with unit root tests that allow for an analysis that 
would allow the research to be conducted on the 
parameter about how other market behaviors 
influence the inflow of FDI in one country. The 
research utilizes data from 1970 to 2006 to derive 
an empirical result wherein a linear relation does 
exist between FDI inflows for the economies of 
Brazil and India in relation to China. It has also 
been observed that the relation is stationary for the 
data set in 2006. However, these findings do not 
hold true for the relation that Mexico and South 
Africa hold with China. It throws light on the 
policy implications that policy makers of Brazil 
and India have to keep in mind during policy 
formulation to attract FDI as the rise and fall of 
FDI inflows in China also influences the FDI 
inflows in Brazil and India.  

Mlachila et al(2011) The working paper analysis 
the role that FDI outflows from BRICS countries 
towards Low Income Countries (LICs) play in 
economic growth of the LICs. The qualitative 

analysis the available partial data showcases a 
positive impact of the FDI outflow from the BRICS 
countries. Even though BRICS FDI outflow forms 
a small proportion of the global FDI, BRICS FDI is 
a major growth drive for some LICs. Though 
BRICS countries generally focus FDI on natural 
resource industries through state owned companies, 
investment generally moves towards other sectors 
as well such as manufacturing, service industries 
such as telecommunication as well as agriculture. 
The findings also point to the fact that BRICS 
countries also invest in non-resource-rich LICS 
allowing for development in the LICs which would 
further allow them to receive FDI from a broader 
set of countries due to economic growth and 
proven potential. LICs can augment their position 
as favorable FDI destination by development 
mechanisms that allow for higher fiscal return 
while not discriminating against domestic firms.  

 
III RESEARCH METHODOLOGY 

(a) Statement of the Problem: 
Various determinants of Foreign Direct Investment 
inflows in the nations constituting BRICS i.e. 
Brazil, Russian Federation, India, China and South 
Africa are studied and the purpose is to find the 
significant determinants out of all the mentioned 
ones for each country. The data for each country is 
taken from the years 1995-2017. 

(b) Objective of the study:  
As the problem statement says to find out the 
significant determinants of the ones taken into 
account which are Real Gross Domestic Product, 
trade Openness, Inflation Rate, Workers 
Remittances and Compensation of Employees, 
Gross Capital Formation and Electric Power 
Consumption for the Foreign Direct Investment. As 
all of these will be different for the five countries 
and so we will: 

(i) Finding out the kind of impact 
determinants have on investment 
inflows. 

(ii) Note and reason out the presence of 
the significant determinants. 
 

(c) Methodology: 
The methodology followed in this project has been 
executed in four phases, the first phase was to 
study a number of published paper so that the 
problem statement could be defined and it also 
helped in ascertaining whether the problem is 
feasible to be addressed or not. The second phase 
was about collecting the data for the project which 
will be discussed in the next subsection. After the 
relevant data for sampling has been selected then it 
is important to determine what time frame should 
be selected, as the data needs to be available 
equally for all the five countries. 

The next phase was to conduct the actual data 
analysis. Since it is decided to perform multiple 
regressions, and effect of various selected 
determinants had to be checked via the multiple 
regression equation on FDI so the determinants 



become the independent variables and FDI 
becomes the dependent variable. We had applied 
the augmented Dickey Fuller test (ADF) which 
tests for unit roots in a time series type of sample 
such as our starting from 1995 to 2017. This test 
forms the augmented version of the Dickey Fuller 
test which is used for correction of larger and more 
complex type of time series data. A negative 
number is used as the statistic in this test, thus we 
can say that more the number is negative, and 
greater are the chances for it to be able to reject the 
null hypothesis that states it having unit roots or in 
other words the data being volatile in nature. 

We check the probability value or the p value, if 
comes out for the series as less than 0.05 than the 
null hypothesis of having unit roots can be rejected, 
otherwise the null hypothesis has to be accepted 
and we need to find out whether the unit root exists 
for the first difference level or not, if it exists at the 
base level or simply the level. If it exists at the 
level and not at the first difference level that means 
the series needs to be converted to its first 
difference but if the problem persists then the 
second or the 2nd difference has to be used. Even 
then if a unit root exists then either by taking the 
log of the series the unit roots can be removed or 
by using Z values of the series. 

It is important to make the data free from unit roots 
because otherwise while estimating the equations 
for multiple regression proper results won’t come. 
After this has been done we analyze the results of 
the multiple regression equation we suggested and 
get to know from the coefficient value whether the 
independent variable has a positive effect or a 
negative effect on the dependent variable by the 
sign of the value it bears, the standard error column 
estimates the measure for the standard deviation for 
the sample. If the probability value of the 
independent variable is less than 5%, then the 
regression coefficient can be termed as significant 
at the level of 5 %.  

(d) Sources of the sampling data: 
Since the data for this project included seven 
economical parameters, thus most of the data has 
been sourced out from the United Nations 
Conference on Trade and Development’s Statistic 
database for the years starting from 1995 to 2017. 

Real Gross Domestic Product of the nation 
measured as annual average growth rates and total 
per capita, the Foreign Direct Investment flows 
measured in US Dollar at current prices and current 
exchange rate in millions, the Goods and Services 
Trade Openness measured as the percentage of 
ratio of total of imports and exports by the GDP 
and the Consumer Price Indices or the Inflation 
Rate measured as the annual growth rates all have 
been sourced from the official website of UNCTD.   

Workers Remittances and Compensation of 
Employees has been taken from another online 
database, and it is measured in US Dollar at current 
prices and current exchange rate in millions also 
only the payment values have been used. The Gross 
Capital Formation and the Electric Power 
Consumption measured as the percentage of GDP 
and kilowatt-hour per capita respectively have been 
sourced from the World Development Indicators of 
The World Bank. 

(e) Tool used for data analysis: 
E views or the Econometric Views is the software 
that I have used for the data analysis of this project. 
It is a descendent of the Time Series Processor 
Software which was used for main large frame 
computers.  
 

IV DATA ANALYSIS AND 
INTERPRETATION 

Foreign Direct Investments inflows are denoted as 
“FDI” or “fdi”, Real Gross Domestic Product is 
denoted as “RGDP” or “rgdp”, Inflation or 
Consumer Indices as “INF” or “inf”, Services 
Trade Openness as “TO” or “to”, Workers 
Remittances and Compensation of Employees as 
“REM” or “rem”, Gross Capital Formation as 
“GCF” or “gcf” and lastly Electric Power 
Consumption as “EPC” or “epc”. These 
denotations might differ from country to country in 
a certain way due to the unit root test that was 
performed to avoid the problem of volatility of 
data. After this test was performed the multiple 
regressions was checked for the model to predict 
the significant determinant of all for FDI in that 
particular country.  Equation:fdi = α + β1 (rgdp) + 
β2 (inf) +β3 (to) + β4 (rem) + β5 (gcf) + β6 (epc) 



 
As it can be seen in the case of Brazil the 
“LFDIW” is the dependent variable so that means 
log value of FDI was taken to make the data free of 
any unit roots, and accordingly RGDP is 
“RGDPW”, INF is “DINFW” as its first difference 
is taken to remove its unit roots, similar stuff has 
been done for GCF as “DGCFW” and EPC as 
“DEPCW”. To remove the unit roots of TO and 
REM their second difference were taken as 

“DDTOW” and “DDREMW”. So it can be seen 
from the result that TO and GCF have a negative 
impact on the FDI but is not significant, the only 
significant that appears here is the inflation which 
has a positive impact and is the major contributor 
FDI flows of Brazil as it allows a better 
competition to sustain even when the prices grow 
high and there’s a better market developed for the 
investors to work in. 

 



 
As it can be seen in the case of Russian Federation 
“DFDIW” is the dependent variable so that means 
first difference of FDI was taken to make the data 
free of any unit roots, and accordingly INF is 
“DDINFW”, TO is “DDTOW” and REM is 
“DDREMW” as their second differences are taken 
to remove the unit roots. GCF has been used as 
itself while for EPC, the result of its division by 
GDP has been used as “EPCN” thus separately 

RGDP has not been used. It is evident that Inflation 
has a negative effect on FDI flows for this country 
but is not significant; REM has a positive and 
significant relation with the FDI. Thus in this 
country in the longer run remittances generating a 
better environment financially would bring in 
better FDI flows. The second significant factor 
contributing to FDI flows is the TO. 

 



 



As it can be seen in the case of India FDI’s second 
difference has been taken to remove the unit roots 
as the dependent variable i.e. “DDFDI”. The first 
differences of RGDP as “DRGDP”, TO as “DTO”, 
and GCF as “DGCF” has been taken to make the 
data nonvolatile. The second differences of INF, 
REM and EPC as “DDINF”, “DDREM” and 

“DDEPC” have been taken to remove the unit 
roots. India’s Gross Domestic Product and Inflation 
have a negative but not significant effect on FDI 
flows rather the easy trade rules, much appreciated 
cross country trade and demand for ever increasing 
export material favors FDI flows in this nation in 
the longer run.  

 
  



 
As it can be seen in the case of China “DDFDI” has 
been taken as the second difference of FDI to show 
the dependent variable. While TO have been taken 
as it is, EPC and INF have both their first 
differences being taken to remove the unit roots as 
“DEPC” and “DINF” respectively. GCF was 
initially changed to (GCF/RGDP) which later had 
to be taken as their second difference as 
“DDGCFN”, so was the case with “DDREM” to 
remove the unit roots. Thus explicitly RGDP was 

not taken in the equation. In the case of this nation 
TO is the significant to the FDI Flows as the easy 
trade rules, much appreciated cross country trade 
and demand for ever increasing export material 
favors FDI flows in this nation in the longer run. It 
is also evident that EPC has a negative and 
significant impact on FDI flows as because of high 
consumption values FDI investors don’t always 
find it a favorable reason to invest in the nation. 

 

 



As it can be seen in the case of South Africa the 
dependent variable FDI has been taken as itself. 
The first differences of INF and EPC as “DINF” 
and “DEPC” have been taken to remove the unit 
roots. In case of REM and TO, their second 
differences have been taken to remove the unit 
roots as “DDREM” and “DDTO”. Last 
independent variable has been taken of GCF as 
(GCF/RGDP), thus RGDP is not taken explicitly. It 
is clear that the inflation which has a positive 
impact and is the major contributor FDI flows of 
South Africa as it allows a better competition to 
sustain even when the prices grow high and there’s 
a better market developed for the investors to work 
in. It can also be seen that EPC and GCFN have 
negative and significant impact on FDI flows in the 
shorter run i.e. increase in their value may cause 
slight dip in FDI flows though only for a shorter 
period. 
 

V CONCLUSION AND FINDINGS 

From the study it can be concluded that in different 
countries different factor contribute majorly to FDI 
Flows. Starting with Brazil, FDI Flows there are 
majorly affected by the Inflation Rate as it tends to 
generate a competitive market, in Russian 
Federation Workers Remittances and 
Compensation of Employees and the Services 
Trade Openness have a positive and significant 
impact on FDI Flows. In India FDI Flows are 
majorly affected by Services Trade Openness as 
there are easy trade practices and demand for 
imported goods and services. In China Services 
Trade Openness has a significant and positive 
effect whereas Electric Power consumption as the 
approximation of Infrastructure Index may have a 
short term negative impact on FDI Flows. Lastly in 
South Africa Inflation plays a positive and major 
role in contributing to the FDI Flows whereas 
Electric Power Consumption and Gross Capital 
Formation may have a short term negative effect on 
it. We were able perform appropriate multiple 
regression and thus generate the above mentioned 
results, though there is a lot of space of 
improvement in this model and for the future scope 
a Panel Analysis would be a much better option so 
that comparative study of the nations can be 
undertaken. 
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