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ABSTRACT 
 

This study examines the impact of Foreign Direct Investment (FDI) on the economic development of 
BRICS countries (Brazil, Russia, India, China, and South Africa) from 2004 to 2023. FDI plays a pivotal 
role in capital formation, technological advancement, and employment generation, but its impact varies 
across these nations due to differing economic policies, market conditions, and institutional frameworks. 
This study uses panel data analysis, including fixed and random effects models, to assess the 
relationship between FDI (inflows and outflows) and key macroeconomic indicators such as GDP growth, 
inflation, unemployment, and exchange rates. The findings reveal that China dominates FDI inflows and 
outflows, while Brazil, India, and Russia exhibit moderate trends, and South Africa lags behind. 
Econometric results indicate that FDI outflows significantly enhance GDP growth, whereas inflows show 
a weaker impact. Macroeconomic stability, particularly exchange rate management and unemployment 
reduction, emerges as critical for sustaining growth. The Hausman test confirms the superiority of the 
fixed-effects model, highlighting the importance of country-specific factors in FDI's economic impact. The 
study concludes with policy recommendations, emphasizing the need for BRICS nations to stabilize 
investment climates, address economic volatility, and implement structural reforms to maximize FDI 
benefits. By fostering conducive environments for foreign investment and leveraging outward FDI 
strategically, these economies can achieve sustainable development and global competitiveness.  

 

Keywords: FDI, BRICS, Economic Development, GDP Growth, Panel Data Analysis, Macroeconomic 
Indicators. 

 
 

Introduction 

Foreign direct investment (FDI) is cross-border investment made by individuals or companies to 
create permanent business interest in a foreign economy, often involving ownership shares, joint 
ventures, or mergers and acquisitions. A major driver of economic growth, FDI promotes flow of capital, 
transfer of technology, and employment generation while strengthening international trade relations. 
Governments tend to encourage FDI by offering tax relief, infrastructure development, and relaxed 
regulations to attract foreign capital and expertise. Emerging economies tend to use FDI to drive 
industrialization, whereas developed nations utilize it to increase competitiveness.  FDI also creates 
issues of sovereignty, market control, and environmental degradation; requiring well balanced policy 
structures to achieve maximize benefits while reducing risks.Foreign Direct Investment (FDI) can be 
classified according to direction, motive and investment nature. Inward FDI occurs when foreign capital 
entering a domestic economy, and outward FDI when domestic companies invest internationally. Motives 
vary from new markets access to resources acquisition or cost reduction. Greenfield FDI creates new 
operations, while brownfield FDI involves mergers or acquisitions. Horizontal FDI extends the same 
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business abroad, whereas vertical FDI consolidates supply chains. These categories help analyse FDI's 
economic impact and business strategies. 

 FDI is a key role of economic growth in emerging economies, especially in the BRICS countries 
Brazil, Russia, India, China, South Africa.as a group of fast-growing economies with great global 
presence, BRICS countries receive large FDI inflows due to their huge consumer markets, availability of 
resources, and changing industrial bases. FDI enhances economic growth by enhancing accumulation of 
capital, the employment generation, technological know-how development, and integrating these 
economies into global production network. FDI also improves productivity through knowledge of 
transmission, access to world's best practices, and increased competition in domestic markets.There is a 
difference in the economic and policy planning structure of each member country of BRICS, which in turn 
affects the extent and intensity of the effect of FDI. China, the largest economy in the group, has utilized 
FDI to become.The world's manufacturing centre, enjoying technology transfers and export-oriented 
growth. India, which has service-based economy, has attracted substantial FDI in the IT, telecom, and 
finance sectors, fostering digital transformation and innovation. Brazil and Russia, which are blessed with 
natural resources, have utilized FDI to develop their mining and energy sectors, but they are burdened by 
issues of political instability and volatility commodity prices. South Africa, the sole African member, 
depends on FDI to drive industrialization and infrastructure growth while decreases socio-economic gaps. 

 Foreign Direct Investment (FDI) plays a crucial role in influencing the economic growth of 
countries, especially in emerging economies like the BRICS countries (Brazil, Russia, India, China, and 
South Africa). These nations have experienced significant economic transformations, with FDI acting as a 
key driver of industrialization, technological advancement, and employment generation. However, the 
relationship between FDI and economic development is complex and influenced by various 
macroeconomic factors such as inflation, unemployment, exchange rates, GDP growth, and the 
dynamics of FDI inflows and outflows. FDI inflows contribute to capital formation, enhance productivity, 
and stimulate economic growth by introducing new technologies and managerial expertise. Conversely, 
FDI outflows may indicate domestic firms' expansion abroad but could also reflect capital flight, which has 
the potentially impacting domestic level of investment. Their net impact on economic progress depends 
on the interaction between these FDI flows and macroeconomic variables. Inflation and exchange rate 
fluctuations influence FDI attractiveness, as high inflation can undermine investor confidence, while 
exchange rate volatility can affect profit repatriation. Unemployment rates are also critical, as FDI can 
create jobs but may also lead to sectorial shifts that displace workers. GDP growth serves as a key 
indicator of economic health, reflecting how FDI contributes to or detracts from overall development.   

Statement of the Problem 

 This study signifying to find out the impact of FDI on development in BRICS countries. Foreign 
Direct Investment is important in the economic growth of BRICS nations by stimulating capital inflows, 
technology transfer, and employment. The effect of FDI differs among these countries because of varying 
economic policies, market conditions, and regulatory environment. Though FDI enhances 
industrialization and infrastructure, there are concerns about foreign company dominance in the market 
as well as negative impacts on domestic companies. Further, differences in FDI allocation could result in 
uneven economic advantages for certain regions over others. This research aims to examine the net 
impact of FDI on economic growth in the BRICS countries, considering both its advantages and 
challenges. 

Review of Literature 

 Maryam and Mittal (2020) investigate the influence of macroeconomic variables on FDI inflows 
in BRICS nations using the Pooled Mean Group (PMG) Auto-Regressive Distributive Lag (ARDL) method 
with data spanning 1994 to 2018. The study identifies GDP, trade openness, exchange rate, gross capital 
formation, and infrastructure availability as significant determinants of FDI in the long run. In the short 
run, the factors influencing FDI vary across the individual BRICS countries, with China standing out as 
the most successful in attracting FDI through these variables. This study contributes valuable insights 
into the country-specific and regional determinants of FDI within the BRICS framework. Pandey, et al. 
(2021) explore the relationship between foreign direct investment (FDI) inflows, patent applications, and 
R&D expenditure in BRICS countries, emphasizing their role in fostering economic growth through 
innovation. The findings suggest that increased FDI inflows and patent applications have a significant 
positive impact on R&D expenditure, reinforcing the idea that foreign investment and innovation activities 
drive technological advancements and productivity growth. Unlike previous studies that mainly focused 
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on the bidirectional relationship between FDI and innovation, this research provides deeper insights into 
how both factors influence R&D expenditure, highlighting their importance for economic development. 
Sharma, et al. (2022) examine the shifting trends in Foreign Direct Investment (FDI) inflows between 
BRICS and G-7 economies, highlighting a decline in FDI inflows to G-7 nations and a rise in BRICS 
economies. The study underscores the importance of FDI as a driver of economic growth and notes that 
BRICS countries have experienced a higher compounded average annual growth rate in FDI compared 
to G-7 economies. Using the ARIMA model, the analysis predicts an upward trend in FDI inflows for 
BRICS and a steady decline for G-7 economies. These findings indicate that BRICS economies are 
becoming increasingly attractive destinations for FDI, while G-7 nations face challenges in maintaining 
their share. The study provides valuable insights for foreign investors by identifying emerging investment 
opportunities and aiding in strategic decision-making regarding investment destinations. Nizam 
(2022)examined the impact of corruption, political stability, FDI, and domestic investment on economic 
growth in BRICS nations using panel least squares regression from 2012 to 2022. The study found that 
corruption and foreign direct investment negatively affect economic growth, while political stability and 
domestic investment have a significant positive influence.  

These findings highlight the need for policymakers to address corruption and instability to foster 
sustainable economic development.Aashiq and Sharma (2023)investigate the relationship between FDI 
and economic growth in BRICS countries from 2000 to 2020. By analysing data from various sources, the 
study explores the role of FDI in fostering economic development and identifies key factors influencing 
FDI inflows. The findings suggest that FDI has a significant positive impact on economic growth, 
particularly in India and China compared to other BRICS nations. The study highlights the importance of 
attracting FDI as a strategy for economic expansion in these emerging economies. Based on these 
insights, the authors recommended that policy maker focus on creating favourable conditions to enhance 
FDI inflows and stimulate economic growth. Churakova and Smeet (2024)examined investment 
environment in BRICS countries, focusing on their past cooperation and potential for future partnership in 
FDI. The study analysed key factors influencing FDI flows among BRICS nations, highlighting the 
economic and policy conditions that shape investment trends. It explored how these countries attract and 
distribute FDI, considering both internal and external determinants. The research also assessed the 
extent to which BRICS economies collaborate in investment related initiative to enhance mutual 
economic growth. Overall, the study emphasized the importance of strategic partnerships and policy 
frameworks in strengthening FDI flows within the BRICS region. 

Research Gap 

 While there are many researches into the contribution of Foreign Direct Investment (FDI) to 
economic growth in BRICS nations, the gap remains on how FDI has differential impacts in different 
sectors, what role institutional quality plays in mitigating the effects, and how sustainable FDI-led growth 
can be in the face of changing global economic trends. 

Significance of the Study 

 This research was important as it explores how Foreign Direct Investment (FDI) contributes to 
economic development in BRICS countries, which are major emerging economies. Understanding the 
impact of FDI can help policymakers design strategies to maximize benefits such as job creation, 
technology transfer, and economic development. The findings will provide insights into how FDI 
influences GDP growth, unemployment, and economic stability in these nations. 

Scope of the Study 

 This research examines the impact of Foreign Direct Investment (FDI) on the economic 
development of BRICS countries (Brazil, Russia, India, China, and South Africa) by analysing its effects 
on GDP growth, employment, and analysing macro-economic performance. It explores how FDI 
contributes to technological advancements, job creation, and overall economic stability in these emerging 
economies. 

Objectives of the Study  

 The main objective of the study in the Impact of FDI on Economic Development in BRICS 
Countries following objectives are: 

• To compare FDI inflows and outflows and evaluate the macroeconomic performance among 
BRICS countries. 



Dr. M. Pandyanayak: Exploring the Impact of FDI on Economic Transformation in BRICS Countries 207 

• To analyse the impact of FDI on GDP growth and overall economic development of BRICS 
nations. 

Research Methodology 

• Independent Variables: Inflation, Unemployment, Exchange Rate, GDP Growth, and Economic 
Growth 

Dependent Variable: FDI Inflow and FDI Outflow 

• Conceptual Model 

 
 

• Research Design 

 This research adopts a mixed methods approach to analyse the impact of FDI on economic 
growth in BRICS countries. A panel data analysis will be conducted using annual FDI inflows and GDP 
growth rates from 2004 to 2023, sourced from institutions such as the world bank and UNCTAD. The 
study will employ econometric techniques, including panel regression models, to assess the short- and 
long-term effect of FDI on economic performance. Additionally, qualitative insides will be gathered 
through policy reviews and case study to understand how domestic policies mediate FDI’s impact. The 
research aims to provide a comprehensive evaluation of the role of FDI in BRICS economies, highlighting 
sectoral differences and policy implication for sustainable growth.  

• Data Source   

 The secondary data required for the study was collected from the websites of World Bank 
Indicator/Databank and UNCTAD. 

• Population: All BRICS Countries (Brazil, Russia, India, China, South Africa). 
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• Sample: Time period: It is a time series data and the relevant data have been collected for the 
period 2004 to 2023. 

• Collection of Data 

 This study was based on secondary data, collected FDI data from the selected samples of 
countries and also collected data from the macroeconomic indicators such as inflation, unemployment, 
exchange rate and GDP growth. 

• Period of Study: The period of the study was 20 years from 2004 to 2023. 

• Data Analysis Tools: The software used for data analysis in Stata. In those descriptive 
statistics, correlation metrics model, fixed and random effect model, Hausman test are done. 

Limitations of the Study 

 The study is based on secondary data. While collecting the secondary data from websites faces 
many problems like accuracy, reliability, error, inconsistencies or biases in data. Availability of data is 
another limiting factor. 

Data Analysis and Discuss 

Foreign Direct Investment and Economic Development in BRICS Countries: An Analysis. 
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Trend of FDI Inflow in BRICS Countries 

 The graph presents Foreign Direct Investment inflows for Brazil, Russia, India, China, South 
Africa as separate time series plots. Each country’s FDI trend is depicted individually, providing insights 
into their respective investment patterns. China has consistently received the highest FDI inflows, 
showing significant growth up to 2020, followed by a sharp decline. Brazil and India have experienced 
moderate yet stable FDI trends, with fluctuations over the years. Russia shows a relatively stable trend 
but experience a drop towards the end of the timeline, possibly due to economic factor. South Africa has 
had the lowest FDI inflows, with minor variations over time. 
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Trend of FDI Outflows in BRICS Countries 
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Trend of FDI Outflow in BRICS Countries 

 The graph illustrates Foreign Direct Investment (FDI) outflows for Brazil, Russia, India, China, 
and South Africa over time. Each country’s trend is represented in separate panels, allowing for a 
comparison of their investment activities abroad. China shows the highest and most consistent increase 
in FDI outflows, reflecting its growing role as a global investor. The trend accelerates after 2010, with 
significant fluctuations but an overall upward trajectory. Russia exhibits notable variations in FDI outflows, 
with peaks and declines, indicating periods of active investment followed by contractions. Brazil and India 
maintain relatively low and stable FDI outflows, with only minorfluctuations over the years. South Africa 
has the lowest FDI outflows, indicating limited outward investment compared to the other nations. 

Comparison of FDI Inflow & Outflow in BRICS Countries 
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The graph shows Foreign Direct Investment (FDI) inflows and outflows for five countries-Brazil, 
Russia, India, China, and South Africa over the period from 2004 to 2024. China has the highest values 
of FDI, with both inflows and outflows showing an increasing trend until a recent sharp decline in 
outflows. Brazil, Russia, and India have relatively stable FDI inflows and outflows, with minor fluctuations 
over time. South Africa has significantly lower FDI values compared to the other BRICS nations, 
indicating lower international investment activity. The overall trend suggests that FDI activity in these 
economies has been influenced by global economic conditions, with notable fluctuations in recent years. 

Macro-Economic Performance in BRICS Countries 

Inflation Rate in BRICS Countries 
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The graph shows the trends in inflation of Brazil, Russia, India, China, and South Africa from 
2004 to 2023. Russia (Country 2) exhibits the highest volatility, with inflation reach its highest point 
significantly around 2015 before stabilizing Brazil (Country 1) and South Africa (Country 5) show 
fluctuating inflation rates, with Brazil experiencing notable spikes in recent years. India (Country 3) 
maintains a relatively moderate but unstable trend, while China (Country 4) records the lowest and most 
stable inflation levels, with only minor variations. Overall, the data suggests that emerging economies 
experience varying inflation patterns, with some facing more volatility due to economic and external 
factors. 

Descriptive Statistics 

 Descriptive Statistics give a better understanding about the nature and the underlying structure 
of the variables used in the study.  He descriptive statistics include mean, standard deviation minimum 
and maximum value associated with each variable.   

Descriptive statistics of the variables are presented in. 

Descriptive Statistics 

Variable Obs Mean Std.Dev. Min Max 

Inflation 100 5.429865 3.138954 -.7281653 15.53441 

Unemployment 100 9.17607 9.112484 0 34.007 
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Gdpgrowth 100 5.37e+13 4.733e+13 3.03e+12 1.74e+14 

Economicgr~h 100 3.952202 5.346139 -17.24388 14.83945 

Exchangerate 100 25.39116 25.49779 1.672829 85.16201 

Fdiinflow~s 100 6.53e+10 7.80e+10 -3.98e+10 3.44e+11 

Fdioutflow~s 100 3.36e+10 4.93e+10 -1.31e+10 2.16e+11 
Source: Stata Output 

 The table provides descriptive statistics for key macroeconomic variables, including inflation, 
unemployment, GDP growth, economic growth, exchange rate, and FDI inflows and outflows, based on 
100 observations. Inflation has a mean of 5.43% with a standard deviation of 3.14, ranging between -
0.73% to 15.53%, reflecting moderate variability with some extreme values. Unemployment has an 
average of 9.18% but a very high variability (std. dev. = 9.11), varying from 0% to 34.01%, which implies 
extreme disparities between observations. GDP growth possesses a very large mean (5.37e+13) and 
widerange (3.03e+12 to 1.74e+14), reflecting very large differences in economic size, possibly resulting 
from differences in country sizes or measurement units.  Both FDI inflows and outflows are highly 
variable (std. dev. ~7.80e+10 and 4.93e+10, respectively), with inflows varying from negative values (-
3.98e+10) to 3.44e+11, showing fluctuating investment trends across the data set. 

Correlation Matrix  

 Correlation Matrix is used to understand whether the independent variables are correlated each 
other or not.  If there are high correlations among the independent variables, it may lead to multi-
collinearity problems in the data, and hence the data may not be good for further analysis.  

The correlation among the variables is given 

Correlation Matrix 

 Inflat~n Unempl~t Gdpgro~h Econom~h Exchan~e Fdiinf~s Fdiout~u 

Inflation 1.0000       

Unemployment 0.0475 1.0000      

Gdpgrowth -0.0043 -0.6192 1.0000     

Economicgr~h -0.1471 -0.2731 0.1026 1.0000    

Exchangerate 0.1783 -0.3500 0.7539 -0.0690 1.0000   

Fdiinflow~s -0.3284 -0.3695 0.1998 0.2139 -0.3556 1.0000  

Fdioutflow~s -0.3083 -0.3774 0.3772 0.0782 -0.2202 0.7123 1.0000 
Source: Stata Output 

 The correlation matrix presents the relationships between most relevant economic variables, 
such as inflation, unemployment, GDP growth, economic growth, exchange rate, FDI inflows, and FDI 
outflows. correlation is negative in the relationship between GDP growth and unemployment (-0.6192), 
meaning that when GDP growth is greater, unemployment is lower. additionally, FDI inflows and FDI 
outflows also exhibit a high positive correlation (0.7123), and which means that countries having higher 
FDI inflows tend to have correspondingly higher FDI outflows. The exchange rate is weak negative 
correlation with FDI inflows (-0.3556) and FDI outflows (-0.2202), and what that implies is thatforeign 
investments may be affected by currency fluctuations. In addition to this, inflation also displays weak 
correlations with all the other variables and signify very weak direct effect on them. Overall, the matrix 
helps in determining relationships that can affect economic growth and investment decisions. 

Impact of FDI on GDP Growth – Fixed Effect Model 

The fixed Effect Model is presented in 

Impact of FDI on GDP Growth – Fixed Effect Model 

Random-effects (within) regression 
Group variable: COUNTRY 
 
R-sq.:  
         Within    = 0.6599 
         Between =0.9622 
         Overall   =0.8492 
 
Corr (u_i, x)     = 0.7364 
 

Number of obs = 100 
Number of groups= 5 
 
Obs per group: 
              Min   = 20 
              Avg = 20.0 
              Max   = 20 
 
F (6,89)       = 28.78 
Prob>F = 0.0000 
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GDP Growth Coef. Std. Err. t P>|t| [95% Conf.Interval] 

FDIINFLOWcurrentUS 61.25994 35.83196 1.71 0.091 -9.937397 132.4573 

FDIOUTFLOWcurrent US     371.0732 44.85395 8.27 0.000 281.9494 460.1971 

INFLATION -1.94e+11 5.96e+11 -0.32 0.746 -1.38e+12 9.91e+11 

UNEMPLOYMENT 5.44e+11 3.71e+11 1.47 0.146 -1.92e+11 1.28e+12 

ECONOMICGROWTH -7.67e+10 3.22e+11 -0.24 0.812 -7.16e+11 5.63e+11 

EXCHANHERATE 1.12e+12 1.61e+11 6.97 0.000 8.04e+11 1.44e+12 

 _cons 5.10e+12 8.08e+12 0.63 0.530 -1.10e+13 2.12e+13 
Source: Stata Output 

 In this table examine the impact of FDI on GDP growth after controlling for country-level 
unobserved heterogeneity. The explanatory power of the model with an R-squared (within) of 0.6599, 
indicating that 65.99% of the within-country variation in GDP growth is explained for by variables in the 
model. FDI inflows (61.25994) have positive but marginally insignificant impact on GDP growth 
(p=0.091), while FDI outflows and inflation have large but are statistically insignificant coefficients 
(p>0.05). exchange rate has a highly significant positive influence (coefficient=1.12e+12, p=0.000), 
suggesting that it strongly influences GDP growth. The entire model is statistically significant (F=28.78, 
p=0.0000), suggesting that the fixed-effects model is appropriate to be used in this study. 

Hausman Test Result: Hausman Test Result is presented in 

Hausman Test Result 

 Coefficient (b-B) 
Difference 

Sqrt(diag(v_b-V_B)) 
S. E (b) 

fixed 
(B) 

random 

FDI INFLOW c~S 61.25994 117.2543 -55.99434 20.06248 

FDI OUTFLOW~S 371.0732 405.3314 -34.25818 12.31485 

INFLATION -1.94e+11 6.73e+11 -8.67e+11 3.36e+11 

UNEMPLOYMENT 5.44e+11 -2.85e+11 8.29e+11 3.01e+11 

ECONOMICGR~H -7.67e+10 7.19e+11 -7.96e+11 1.41e+11 

EXCHANGERATE 1.12e+12 1.66e+12 -5.34e+11 1.44e+11 

b =consistent under Ho and Ha; obtained from xtreg 
B=inconsistent under Ha, efficient under Ho; obtained from xtreg 
Test: Ho: difference in coefficients not systematic 
Chi2(4) = (b-B) `[(V_b-V_B) ^(-1)] (b-B)  
                                                                 = 56.54 
Prob>chi2=0.0000 
(V_b-V_B is not positive definite) 

Source: Stata output 

 The results of a Hausman test between fixed-effects (FE) and random-effects (RE) models to 
determine which one is more appropriate for analysing the impact of FDI and macroeconomic variables 
on GDP growth.There are considerable differences between the coefficients for the FE and RE models, 
especially for inflation, unemployment, and economic growth, where the differences are large (e.g., -
8.67e+11 for inflation).   The Hausman test returns a chi-square statistic of 56.54 with a p-value of 0.000, 
which strongly rejects the null hypothesis (Ho) that the RE model is consistent. This implies the FE model 
is to be preferred.  The negative coefficient differences (e.g., FDI inflows: -55.99) indicate that the RE 
model could overestimate effects relative to the FE model, further supporting the need of fixed effects to 
control for unobserved heterogeneity.  The note (V_b-V_B is not positive definite) suggests potential 
issues with the assumptions of the test, but the strong p-value still indicate that the FE model is more 
appropriate for this analysis. p value is <0.05, so it is concluded that fixed effect model is suitable. 

Findings 

• Trend of FDI Inflow in BRICS Countries 

 The FDI inflows of BRICS countries reveal China's dominance with high volatility, whereas 
Brazil and India maintain stability, and Russia and South Africa face declines, potentially due to economic 
uncertainties affecting investor confidence. 

• Trend of FDI Outflow in BRICS Countries 

 China exhibits the highest FDI outflow growth, while Russia shows moderate fluctuations, and 
Brazil, India, and South Africa maintain relatively stable and lower FDI outflows over time. 
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• Macro-Economic Performance in BRICS Countries  

 Inflation trends among BRICS countries vary significantly, with Russia experiencing the highest 
volatility, Brazil and South Africa facing fluctuations, India showing moderate instability, and China 
maintaining the lowest and most stable inflation levels. Unemployment trends among BRICS nations 
show significant disparities, with South Africa facing persistently high rates, Brazil experiencing moderate 
fluctuations, Russia maintaining stability, and India and China recording the lowest and most stable 
levels. Exchange rate trends among BRICS nations indicate significant currency depreciation in India, 
Russia, and South Africa, while Brazil and China have maintained relatively stable exchange rates with 
minimal fluctuations. 

• Impact of FDI on GDP Growth 

 The GDP trends of BRICS countries from 2004 to 2023 reveal strong and consistent growth in 
China and India, while Brazil, Russia, and South Africa show relatively stagnant or minimal economic 
expansion. The GLS random effect model shows that FDI inflows and outflows significantly boost GDP 
growth, with outflows having a stronger impact, while inflation and unemployment are insignificant, and 
the high R-squared value (0.9146) indicates a well-fitting model. After controlling for country-level 
unobserved heterogeneity, the fixed-effects model confirms a strong positive impact of the exchange rate 
on GDP growth, while FDI inflows have a marginally insignificant effect, FDI outflows and inflation remain 
insignificant, and the model explains 65.99% of within-country GDP growth variation, making it 
statistically valid. 

The Hausman test strongly rejects the random-effects model (p=0.000), indicating that the fixed-
effects model is more appropriate for analysing the impact of FDI and macroeconomic variables on GDP 
growth, as its better accounts for unobserved heterogeneity and avoids potential overestimation of 
effects. 

• Impact of FDI on Economic Growth 

 The economic growth trends from 2004 to 2023 show that China and India maintain stable and 
positive growth, while Brazil, Russia, and South Africa experience greater volatility, with notable 
downturns in 2009 (global financial crisis) and 2020 (COVID-19 pandemic). The fixed-effects model 
shows that exchange rates and FDI outflows significantly impact economic growth, while GDP growth, 
FDI inflows, inflation, and unemployment are not significant, with the model explaining 32.5% of within-
country economic growth variation and being statistically valid (F=7.14, p=0.0000). The random-effects 
GLS regression indicates that GDP growth has a small positive impact on economic growth, while FDI 
outflows, unemployment, and exchange rates have significant negative effects, FDI inflows and inflation 
are not significant, and the low R-squared values suggest the model explains only a modest portion of 
economic growth variation, with minimal unobserved heterogeneity across countries (rho = 0). The 
Hausman test (chi-square = 12.83, p = 0.0050) rejects the null hypothesis, indicating that the fixed-effects 
model is more appropriate than the random-effects model for analysing the impact of FDI on economic 
growth, as it better accounts for country-specific factors. The correlationmatrix reveals that GDP growth 
negatively correlates with unemployment, FDI inflows and outflows are highly positively correlated, 
exchange rates have a weak negative correlation with FDI, and inflation shows weak correlations with all 
variables, highlighting key relationships influencing economic growth and investment decisions. 

Suggestion 

 To enhance FDI inflows across BRICS nations, China should stabilize its investment climate, 
Brazil and India should leverage their stability to attract more diverse investments, while Russia and 
South Africa should address economic uncertainties to rebuild investor confidence.Policymakers in 
Brazil, India, and South Africa could implement strategies to boost FDI outflows, while China and Russia 
may focus on stabilizing and sustaining their investment growth. 

To improve economic stability, Russia should implement stronger monetary policies to curb 
inflation volatility, Brazil and South Africa should focus on reducing fluctuations, India should aim for 
further stabilization, while China can share best practices to maintain its low and stable inflation. 

 To enhance economic performance, BRICS nations should prioritize reducing unemployment 
(given its strong negative correlation with GDP growth), carefully coordinate FDI inflow and outflow 
policies (due to their high interdependence), and monitor exchange rate stability while recognizing 
inflation's limited direct impact on other macroeconomic variables. 
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Conclusion 

 The analysis of FDI inflows and outflows, macroeconomic performance, and economic growth in 
BRICS countries from 2004 to 2023 highlights China's dominance in FDI outflows and stable economic 
growth, while Brazil, Russia, and South Africa face economic volatility and investment uncertainties. The 
findings suggest that FDI outflows have a more significant impact on GDP growth than inflows, and 
macroeconomic factors like inflation and unemployment exhibit varying levels of influence across BRICS 
nations. Given these insights, policy recommendations emphasize stabilizing investment climates, 
addressing economic uncertainties, managing exchange rate fluctuations, and implementing structural 
reforms to ensure long-term economic resilience. The rejection of the random-effects model in Favor of 
fixed-effects modelling underscores the importance of accounting for country-specific factors in economic 
analyses. Ultimately, BRICS nations must adopt targeted policies to attract and sustain investment, 
enhance employment stability, and mitigate economic volatility to drive sustainable growth. 
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