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A B S T R A C T 

A type of cross-border investment known as foreign direct investment (FDI) occurs when an investor from one country develops a long-term stake in and 

considerable degree of control over an enterprise located in another country. Evidence of such a relationship can be found in the ownership of 10 percent or more 

of the voting power of an enterprise in one economy by an investor in another economy. Because it forges strong, enduring connections between economies, foreign 

direct investment (FDI) is a crucial component of global economic integration. FDI can play a significant role in economic development and serves as a vital conduit 

for the transfer of technology between nations. It also facilitates international trade by providing access to foreign markets. FDI shows that the traditional hypothesis 

of exchange which the thought process behind exchange was a consequence of the distinction in the expenses of generation of merchandise between two nations, 

concentrating on the ease of creation as an intention in an association's foreign movement. The objective of the study is to determine the Foreign Direct Investment 

inflows with World level during the period from 1994-1995 to 2022-2023 using OLS and FMLS analysis. The study finalized that the all selected sorts of Countries 

and world-wide FDI inflow had the positive and strong relationship. 
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Introduction 

FDI net inflows are the estimation of internal direct investment made by non-occupant financial specialists in the detailing economy. FDI net outpourings 

are the estimation of outward direct investment made by the occupants of the revealing economy to outer economies. Internal Direct Investment, likewise 

called direct investment in the revealing economy, incorporates all liabilities and resources moved between occupant direct investment endeavors and 

their direct financial specialists (Bank, 2012) (MacDermott, 2009). It additionally covers moves of advantages and liabilities among inhabitant and alien 

individual undertakings, if a definitive controlling guardian is alien. Outward direct investment, likewise called direct investment abroad, incorporates 

resources and liabilities moved between occupant direct financial specialists and their direct investment endeavors (M. H. Kim & Adilov, 2012) (Al-

sadig, n.d.). It likewise covers moves of advantages and liabilities among inhabitant and alien individual undertakings, if a definitive controlling guardian 

is occupied. Outward direct investment is likewise called direct investment abroad. Foreign direct investment is a class of cross-out skirt investment 

related with an inhabitant in one economy having control or a noteworthy level of impact on the administration of an undertaking that is occupied in 

another economy (Johnson, 2006) (Angeles, 1998). 

(Ranjan, 2011) Information on FDI streams are displayed on net bases (capital exchanges' credits less charges between direct financial specialists and 

their foreign partners). Net reductions in resources or net increments in liabilities are recorded as credits, while net increments in resources or net declines 

in liabilities are recorded as charges (Noorbakhsh, Paloni, & Youssef, n.d.). Thus, FDI streams with a negative sign demonstrate that at any rate one of 

the parts of FDI is negative and not balanced by positive measures of the rest of the segments. These are examples of switch investment or disinvestment. 

Information on FDI net inflows and outpourings depend on the 6th release of the Balance of Payments Manual (2009) announced by the International 

Monetary Fund (IMF). Foreign direct investment information is enhanced by the World Bank staff evaluations utilizing information from the United 

Nations Conference on Trade and Development (UNCTAD) and authority national sources. 

1.1 Importance of the study 

Foreign direct investment is a class of cross-out skirt investment related with an inhabitant in one economy having control or a noteworthy level of impact 

on the administration of an undertaking that is occupied in another economy. Just as the value that offers ascend to control or impact, direct investment 

additionally incorporates investment related to that relationship, incorporating investment in indirectly affected or controlled endeavors, investment in 

individual undertakings (ventures constrained by the equivalent direct speculator), obligation (aside from choosing obligation), and turn around 

investment. Execution of the Balance of Payments Manual, sixth Edition (BPM6) procedure has carried changes to the meaning of direct investment by 
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making it reliable with the OECD Benchmark Definition of Foreign Direct Investment, eminently the recasting as far as control and impact, treatment of 

chains of investment and individual ventures, and introduction on a gross resource and obligation premise just as per the directions guideline. 

1.2 Objective of the study 

The objective of the study is to determine the association between the World Foreign Direct Investment (FDI) inflows with the Developed countries 

(DDC), Developing countries (DGC), Least developed countries (LDCs), Land locked countries (LLDCs), Small island developing States (SIDS). 

1.3 Period of the study 

At hand the study plasters a period of twenty nine years, taking from 1994-1995 to 2022-2023. 

1.4 Methodology 

The study depends on observational in personality and the information possible in the World Bank yearly report and World Trade Organization joint 

measurable articulation was consummate. Optional information utilized for the examination of the exploratory study totally. FDI inflow with different 

country’s information was gathered from the world factual yearly report and WTO yearly report from its sites. And all extra mandatory data have been 

formed from different scholarly articles and writings. The study led Least Square examination and Panel Fully Modified Least Square analysis to decide 

the connection between the Foreign Direct Investment and monetary development in World Countries with the different markers. The accompanying 

model was utilized for the study represented in figure 1 (Source: Model builds by the author). 

. 

 

Fig. 1 - Model used for the study 

1.4.1 Least Square Analysis 

The "least squares" technique is a type of scientific relapse examination used to decide the line of best fit for a lot of information, giving a visual showing 

of the connection between the information focuses. Each purpose of information speaks to the connection between a known autonomous variable and an 

obscure ward variable. 

 

∆Yi = ai + β1. X1i−1 + β2. X2i−2 + βn. Xni−n + … … . . + εi    (1) 

Thus, 

Yi= FDI inflow in Worldwide 

 αi= Constant 

 β1, β2,… βn= Sorts of Countries 

 ε= Error of fickle annotations 
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The table no.1 shows the analytical result of FDI inflow with the Developed countries, Developing countries, Least developed countries (LDCs), Land 

locked countries (LLDCs), Small Island developing States (SIDS) using the least square method. 

FDI = C(1) + C(2)*X1 + C(3)*X2 + C(4)*X3 + C(5)*X4 + C(6)*X5 

1.4.2 Panel Fully Modified Least Square (FMOLS) 

A semi-parametric adjustments to the OLS estimator which dispenses with the subsequent request predisposition actuated by the endogeneity of the 

regressors. A similar guideline can likewise be applied to the board OLS estimator that we have investigated in the past subsection. The key contrast in 

building our estimator for the board information case will be to represent the heterogeneity that is available in the fixed impacts just as in the short run 

elements. These highlights lead us to adjust the type of the standard single condition completely altered OLS estimator. 

FDI = C(1)*X1 + C(2)*X2 + C(3)*X3 + C(4)*X4 + C(5)*X5 + [CX=DETERM] 

2. Review of literature 

2.1 FDI in Group Countries 

(Morris & Aziz, 2003) (Ranjan, 2011) this investigation investigates Foreign Direct Investment (FDI) inflow determinants in Brazil, Russia Federation, 

India and China; all of all known as the BRIC nations. (Mina, 2007) An arbitrary impact model is utilized in, the board informational collection comprising 

of yearly recurrence information of 35 years, extending from 1975 to 2009 to distinguish the FDI inflow determinants. The observational outcomes show 

that market size, exchange transparency, work cost, foundation offices and macroeconomic soundness and growth possibilities are potential determinants 

of FDI inflow in BRIC where as gross capital development what's more, work power is immaterial, albeit macroeconomic soundness and growth 

possibilities have almost no effect. And also (Mengistu & Adhikary, 2011)  (Chandra, 2010)   analyzed the various group nations FDI inflows with 

various analyses. 

2.2 FDI in Developing Countries 

(Li & Resnick, 2014) (Sekkat, 2007) the paper surveys the significance of receptiveness, foundation accessibility, and sound economic and political 

conditions in expanding developing countries' engaging quality regarding FDI (Paper & Paper, 2003) (Tim, 2008). The results show that these components 

are especially significant for South Asia, Africa, and the Middle East. The paper additionally shows a higher effect of these variables on FDI in the 

assembling segment than on complete FDI (Economics & Shah, 2014). The message to developing countries' policymakers is twofold. In the first place, 

endeavors towards receptiveness ought to be started or further expanded so as to make their economies alluring to foreign financial specialists. Second, 

enhancements in different parts of the investment atmosphere are significant supplements to transparency and result in extra and delicate increments in 

FDI inflows (Mallampally & Sauvant, 1998). 

(Neumayer & Spess, 2006) (Guerin & Manzocchi, 2009) the study explores the impact of the political system on reciprocal FDI streams from cutting 

edge to rising countries in the period 1992–2004. We control for nation size, per capita pay and privatization continues in the host nation, and utilizes an 

arbitrary impact Tobit model to abuse data from zero passages. Our outcomes recommend that majority rules system has a constructive outcome on the 

sum and likelihood of FDI streams from created to developing countries. Besides, we find that the impact of majority rule government on FDI additionally 

works through the complete factor efficiency channel, not just the political hazard one as recommended in the writing. And also (Paper, Paper, & Paper, 

2002) (Chowdhury & Mavrotas, 2006)  (Haftel & Haftel, 2010) (Hansen & Rand, 2006) analyzed the developing countries FDI inflows with various 

analyses. 

2.3 FDI in less-developed countries and developed countries 

(Blonigen, 2004) this paper inspects the topic of whether less-developed countries' (LDCs') encounters with foreign direct investment (FDI) efficiently 

unique in relation to those of developed countries (DCs) (Paper, Paper, Paper, & Delhi, 2003). We do this by looking at three kinds of experimental FDI 

thinks about that ordinarily don't recognize LDCs and DCs in their investigation. In the first place, we find that the fundamental factors that decide the 

area of FDI action crosswise over countries shift efficiently crosswise over LDCs and DCs in a manner that isn't caught by current observational models 

of FDI. Second, the impact of FDI on economic growth is one that is bolstered for LDCs in the total information, not DCs. Third, the proof proposes that 

FDI is considerably less prone to group out (bound to jam in) residential investment for LDCs than DCs. And also (Journal, Studies, Qtr, & Werner, 

2019)     analyzed the under developed countries and developed countries FDI inflows with various analyses. 

2.4 FDI in Domestic Countries 

(Sadik & Bolbol, 2001) (D. D. Kim, 2003) this paper gives experimental proof on the dynamic connection between internal foreign direct investment 

(FDI), economic growth and domestic investment in Korea for the period 1985-1999 (Bronzini & Bronzini, 2007) (Pan, 2003). By utilizing a vector auto 

regression model and the advancements bookkeeping systems, we investigate dynamic communications between internal FDI, domestic investment and 

yield. We find that FDI has some constructive outcomes on economic growth (Muthusamy & P, 2019) (Muthusamy & Rani, 2019); however its belongings 
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appear to be irrelevant. Then again, economic growth is found to have measurably huge and exceptionally diligent consequences for the future level of 

FDI (Kimino, Saal, & Driffield, 2007). In spite of the fact that FDI is exogenous contemporaneously, we find that FDI shows solid unique endogeneity 

to domestic macroeconomic conditions, which has not been revealed in past works. Our finding doesn't bolster the view that FDI crowds out domestic 

investment in Korea. And also (Personal, Archive, Frimpong, & Oteng-abayie, 2006) (Arbatli, n.d.) (Jensen, 2019) (Dollery, 2019) (Barr, n.d.)  

(Eichengreen, 2005)  analyzed the domestic countries FDI inflows with various analyses. 

3. Empirical Result 

3.1 Least Square Analysis 

The study accomplished least square analysis to establish the association between the World Foreign Direct Investment (FDI) inflows with the Developed 

countries (DDC), Developing countries (DGC), Least developed countries (LDCs), Land locked countries (LLDCs), Small island developing States 

(SIDS). The consequence of the study obtained in the table 1.  

FDI = -13353.89 + 1.01*X1 + 1.01*X2 - 1.78*X3 + 2.58*X4 + 6.41*X5 

Table 1 - Least Square Analysis Result on FDI Inflow with Countries during the year from 1994-1995 to 2022-2023. 

 

Variable Coefficient Std. Error t-Statistic Probability Result 

C 

X1 

X2 

X3 

X4 

X5 

-5.90 

1.01 

1.02 

-1.78 

2.58 

6.41 

2.18 

0.01 

0.04 

0.67 

0.63 

1.58 

-2.86 

97.10 

24.10 

-2.66 

4.13 

4.05 

0.00** 

0.00** 

0.00** 

0.01** 

0.00** 

0.00** 

R-squared 

F-statistic 

Probability 

0.99 

5.46 

0.00** 

             Source: Author define 

             Note: ** 5% level of Significant  

The empirical results (Table 1) obtained from the Least Square method shows that the World FDI Inflow had the relationship with its indicator’s countries 

(p=0.00) which is fewer than the 0.05 (significant level of 5%). The five independent variables include DDC, DGC, LDC, LLDC and SIDS that were 

studied, indicate 99% of the variance in world FDI inflow as represented by R-Squared. It means that other dynamics not included in the present study 

contribute 1% of the variance in the dependent variable. The analysis shows that the all selected sorts of Countries and world-wide FDI inflow had the 

positive and strong relationship. 

3.2 Panel Fully Modified Least Square (FMOLS) 

Panel fully modified least squares included the cross sections of 10 times with panel pooled estimation with co-integrating equation deterministic of C. 

The coefficient covariance computed using default method of long-run covariance estimated. 

FDI = 1.00*X1 + 1.00*X2 - 1.663*X3 + 2.78*X4 + 6.56*X5 + [CX=DETERM] 

Table 2 - Panel Fully Modified Least Square Analysis Result on FDI Inflow with Countries during the year from 1994-1995 to 2022-2023. 

Variable Coefficient Std. Error t-Statistic Probability Result 

X1 1.00 0.00 303.53 0.00** R-squared 0.99 

X2 1.00 0.01 74.59 0.00** Long-run variance 0.00 

X3 -1.66 0.21 -7.78 0.00**   

X4 2.78 0.19 13.95 0.00**   

X5 6.56 0.50 13.00 0.00**     

    Source: Author define 

    Note: ** 5% level of Significant  
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The empirical results (Table 2) obtained from the Panel fully modified least square method shows that the World FDI Inflow had the relationship with its 

indicator’s countries (p=0.00) which is below the 0.05 (significant level of 5%). The five independent variables include DDC, DGC, LDC, LLDC and 

SIDS that were studied, indicate 99% of the variance in world FDI inflow as represented by R-Squared. It means that other dynamics not included in the 

present study contribute 1% of the variance in the dependent variable. The analysis shows that the all selected sorts of Countries and world-wide FDI 

inflow had the positive and strong relationship. 

4. Summary and Conclusion 

Developing nation streams figured out how to hold consistent, which helped push streams to the creating scene to the greater part of worldwide streams, 

from 45.96% in 2022 and a little more than a third before the budgetary emergency. Half of the main 20 host economies on the planet are creating and 

progress economies. Regardless of the FDI decay, the United States remained the biggest beneficiary of FDI, trailed by China, Hong Kong (China) and 

Singapore. As far as outward financial specialists, Japan turned into the biggest pursued by China and France. The United States was out of the main 20 

rundown, because of its MNEs gigantic repatriation of investment income. The study accomplished least square analysis and Panel fully modified least 

square method to establish the association between the World Foreign Direct Investment (FDI) inflows with the Developed countries (DDC), Developing 

countries (DGC), Least developed countries (LDCs), Land locked countries (LLDCs), Small island developing States (SIDS). Both the analysis shows 

that the World FDI Inflow had the relationship with its indicator’s countries (p=0.00) which is below the 0.05 (significant level of 5%).  

The five independent variables include DDC, DGC, LDC, LLDC and SIDS that were studied, indicate 99% of the variance in world FDI inflow as 

represented by R-Squared. It means that other dynamics not included in the present study contribute 1% of the variance in the dependent variable. The 

analysis shows that the all selected sorts of Countries and world-wide FDI inflow had the positive and strong relationship. Comparing to ordinary least 

square analysis to panel fully modified least square analysis is shows the best result of the study. FDI keeps on being caught, restricted to post-emergency 

lows. This doesn't look good for the worldwide network's guarantee to handle dire worldwide difficulties, for example, degraded destitution and the 

atmosphere emergency. 
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