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ABSTRACT 
Purpose: The present stage of economic development is the basis for this empirical inquiry, which shows that 
foreign direct investment (FDI) significantly affects the destination country's steady, high-quality, and healthy 
economic growth. To attract more international investment, every country experiencing economic globalisation 
is working to provide a favourable climate for businesses. 
 

Design/Methodology/Approach: I gathered five global institutional metrics—global inflation, global gross 
domestic product, global production manager index, dollar index, and global equity index—from the DPIIT 
website's secondary data for the years 2013–2023. These metrics form the basis of my study's primary objective. 
We are Using stalactitical tools like Unit root Test, ARDL Approach & OLS Model. 
 

Originality/Value: The researchers in this study used OLS (Least Squares) regression: Institutional variables' 
effects on FDI flows were the focus of this research. To determine the effect of institutional characteristics 
(independent variables) on foreign direct investment (FDI) flows (dependent variable), this research used the 
ordinary least square approach. 
Findings: The study found with the help of ARDL model that the Institutional indicators had are having the 
positive coefficient value and stated that Global Economic Metrics which shown short run association with FDI 
flows, Time constraints, geographical constraints, or the inaccessibility of necessary data from appropriate sources 
are all obstacles that any research project must overcome.  
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1. INTRODUCTION 
Constant shocks (the most recent being the crisis in the Middle East) and cyclical factors like rising interest rates 

and sluggish global growth are more noticeable in the short term. These are going to put the home economy 

through its paces in the next quarters, An example of a cross-border investment is foreign direct investment (FDI), 

in which an individual or association situated in one nation has a drawn out stake in and applies significant 

command over a business situated in another. Foreign direct investment (FDI) affects the steady, high-quality, 

and healthy economic growth of the receiving country, according to the present economic development stage. To 

attract more international investment, every country experiencing economic globalisation is working to provide a 

favourable climate for businesses. Accordingly, researching the basic factors that is essential significantly affect 

the quantity and consistency of FDI inflows. Numerous analyses of global capital flows show that, historically 

speaking, the primary drivers of FDI have been the benefits of ownership, location, and internationalisation. 

Consequently, it is important to remember that a country's investment appeal is greatly affected by factors such 

as its favourable geopolitical position, large market size, and wealth of natural resources. Nevertheless, in the 

current climate of cutthroat rivalry for foreign direct investment (FDI), the aforementioned factors alone will not 

guarantee a country's competitiveness on the global capital market. A country's regulatory structure provides 

protections for international investors, streamlines commerce, and, most importantly, reduces the transaction cost 

for shareholders. The attractiveness of a country to foreign direct investment (FDI) and high levels of institutional 
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efficiency are both critical to attracting FDI and realising its benefits. To evaluate the effect of organizations on 

foreign direct investment (FDI) flows, we rely on the World Bank Worldwide Governance Metrics, the preeminent 

source of institutional empirical research in this area. According to this research, For the purpose of understanding 

the relationship between FDI flows and institutional metrics, 

 

External Elements Influencing Investment 

Foreign direct investment (FDI) has far-reaching effects on the host nation. Since no company wants to lose money 

after investing, international investors are looking into the host country's problems that affect foreign investors. 

D. Boopath (2013)6. As a foreign corporation, there are several reasons why you shouldn't invest in the host 

nation. 

• The interest rate or currency exchange rate: One of the essential drivers of global capital streams is the 

difference in interest rates between various regions. Similarities include the fact that money still flows out of 

countries with low interest rates and into those with higher ones. When there is uncertainty about the future of the 

swapping scale and the possibility of a decline, unfamiliar investment moves at a snail's pace. 

• Making assumptions: Capital market fluctuations in the near term might be impacted by interest rate 

speculation. Speculation characterises the speculation portfolio's situation in the host nation's market. At the point 

when unfamiliar financial backers see an elevated degree of hypothesis in the host nation's market,they tend to 

reduce their investment. Consequently, the host nation sees a negligible influx of foreign investment. 

• Making a profit: Private foreign capital flows are impacted by profit motives. Consequently, nations offering 

relatively better returns on investment will attract private investment.  

• Producing Expenses: Foreign nations with lower manufacturing costs attract private investments. Two distinct 

kinds of investments may be made to save costs. For starters, you can't do anything without first sourcing raw 

ingredients from somewhere else. The production and sale of final goods, whether domestically or internationally, 

rely on these materials, which are either highly expensive or unavailable domestically. Without them, financial 

opportunities would remain untapped. However, substantial expenditures in the extractive industries are the 

primary motivator for capital to join the asset, which is the subsequent expense cutting consumption of the item 

separated from assets, namely labour. 

• Current Economic Situation: Economic factors, especially the size of the market and the quality of the 

supporting infrastructure, affect private foreign investment. The market potential are greatly affected by the size 

of the population and the socioeconomic level of the nation. 

• Regulatory Frameworks: In matters pertaining to international investment, international cooperation, revenue, 

taxes, exchange INSTITUTIONAL METRICS, tariffs, and monetary incentives, among other matters, 

government policies have a significant role in determining whether or not a country attracts foreign investment. 

 

2. REVIEW OF LITERATURE 

❖ Mamta Sharma, Dr. Satinderpal Singh (2016): - This research delves into the key aspects of foreign direct 

investment (FDI) and assesses the influence of several economic factors that drive FDI into the Indian 

economy. This research aims to compare the state of foreign direct investment (FDI) inflows throughout the 

liberalisation and pre-liberalization eras. Foreign direct investment (FDI) is both a duty and an opportunity 

for Indians and investors across the world. While FDI signifies First Development India for Indians, it 

presents a chance for investors worldwide (Source: "Fdi As Drivers Of Growth In Economic sectors,2015"). 

❖ Mr. Deepak Kumar Yadav (2015):- This study examines the retail business from both an international and 

domestic perspective, focusing on the effects of liberalisation, privatisation, and globalisation. A course of 

expanding financial joining and developing monetary relationship between countries on the planet economy 

may be at play here, given that most public sector industrial enterprises in India have not been able to reap 

the benefits of liberalisation measures implemented in the 1980s. 

❖ Mamta Sharma (20013):- Foreign direct investment (FDI) inflow patterns in India are the primary subject 

of this research, which breaks them down by sector, area, year, and nation. The results show that, within the 

service industry, Mumbai and Mauritius are the leading areas and nations. Additionally, it reveals that foreign 

direct investment (FDI) into India surged dramatically from 2000 to 2012. 

❖ Jampala, Lakshmi and Srinivasa (2013):- Investments into India from outside sources after the reforms 

were considered in the research. The results show that there are more investment possibilities and more clients 

as the market becomes larger. As per the financial understanding of the model, the size of the homegrown 

market is decidedly related to FDI. 

❖ Dr. Gulshan Kumar (2011):- Foreign direct investment (FDI) inflows have increased significantly since 

liberalisation, according to the current analysis. During this time, actual FDI inflows grew at a pace of 29.56 

percent each year on average. After liberalisation, the structure of foreign direct investment (FDI) in India 

showed a sensible improvement towards the assistance region and a sharp decline in the collecting region's 
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support.The design of unfamiliar direct venture (FDI) streams to non-industrial countries and the globe at 

large is changing, but this pattern mirrors that trend. 

❖ S. Arokia baskaran (2011):- The goal of this research is to compare and contrast the patterns and trends of 

foreign direct investment (FDI) into India before and after the reforms by calculating the linear growth rates 

of FDI and other economic variables. Furthermore, this was one of the primary goals of India's economic 

reforms, which aimed to increase the country's influx of foreign direct investment. 

❖ Swapna S. Sinha (2007):-  By comparing data from 1978 to 2005 in China at the pertinent monetary zone 

level with information from 1992 to 2005 in India at the significant miniature state level, this examination 

shuts a hole in the writing. In the wake of putting the Indian FDI attractiveness model through its paces using 

OLS and autoregressive models, researchers discovered that the country's factors such as political stability, 

political capital, market size, and growth rate are the main reasons for its success. 

❖ Bharathi and Parthian (2007): - This paper analyzed foreign direct investment of different economies. The 

findings of the study revealed the main aspects of china’s grabbing the foreign direct investments more than 

the Indians in capital market intermediaries. The study focused on main areas where the FDI can be assessed 

aiding the better process in Indian government policies. As the known fact India is always behind the china 

in many developments as to reach to that level Indian governments have to reconstruct policies in many areas  

❖ Pateria (2007: - The article focused on investment incentives, particularly those that target international 

companies. Among the study's most important conclusions was the need of fiscal subsidies in attracting 

foreign direct investment, which in turn would allow domestic businesses to sell their wares to international 

markets. All the above findings would be easily possible when benefits are realized and motivated to invest 

in foreign direct investments. The study was concluded by imposing many incentive modes and certain 

restrictions on some sensitive sectors. 

❖ Mann and Lalit (2007): - This paper examined a study that aimed to assess and understand the influx of FDI 

into India's retail sector, specifically looking at the factors that influence FDI into the Indian retailing industry 

and the factors that discourage FDI into the retail sector. Finally, the study concludes that urban -rural division 

should be decreased as to achieve retail level foreign investment in India.  

❖ Pradhan (2007): - A co-integration of FDI inflows and flows into Asia was highlighted in the article. The 

study's results show a connection between FDI flows to four Asian nations: Japan, Hong Kong, The 

Malaysian and Singaporean territories after running a battery of statistical tests, we find that the stationary 

level is at the first difference, and we draw the conclusion that all Asian nations are considerably co-integrated 

with India's FDI. This conclusion suggests that the flow of foreign direct investment into India may be used 

as a proxy for the flows into Japan, Singapore, Hong Kong, and Malaysia.  

❖ Palit And Nawani (2007: - This research identifies geographical variables that impact foreign direct 

investment flows and shows how these flows vary among Asian nations. Countries with more developed 

areas, more reliable infrastructure, and more recent technical advances tend to attract more foreign direct 

investment, according to the paper's results. the paper concluded that developing countries like India have to 

increase great retention in research and development and technological advancements which would be higher 

impact of foreign direct investments. 

❖ Richard (2004) :-  Foreign direct investment (FDI) was named as a key negotiating point in the paper's 

discussion of the health services trade's scope, with the goal of further liberalising services trade. The study's 

results revealed that national health systems are becoming more commercialised in comparison to private or 

public investments, with the implementation of effective safeguards and the tenacity of committees serving 

as the subsequent steps. The study's overarching recommendation was that nations should pause to weigh the 

pros and downsides of health sector commercialization before deciding how much foreign investment to 

allow. 

❖ Banga, (2003)- Results showed that removing restrictions attracts aggregate FDI but not fiscal incentives, 

according to the study, which focused on fifteen developing nations in south, east, and southeast Asia and 

then examined FDI flows from developed and developing nations. However, developing nations are affected 

by FDI inflows. 

❖ Raghavendra Jha (2003): - The most current patterns of foreign direct investment (FDI) into India were 

examined in this research. The claim was made that India's economic and prospective performances had not 

been realised. As the FDI in India is very recently emerged program and many regulations have been framed 

with international norms and lead to a substantial growth in FDI .it is concluded in the study that quality of 

FDI related to exports and technological specifications is more significant than the quantity. 

❖ Dunning (1998): - This research study examines the interplay between patterns of globalisation, the flow of 

foreign direct investments, and commerce. The research found that different nations' economies were more 
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or less affected by globalisation, that FDI had a different role, and that state and government economic 

policies were becoming more and more restrictive of one another. 

 

4. STATEMENT OF PROBLEM 
It takes a lot of work to attract foreign direct investment (FDI) in the right sector to boost job opportunities in the 

face of rising competition and to enjoy the advantages of these investments, even while host nations stand to gain 

economically and have positive spillover effects. All parties involved in the composite markets, including 

multinational material suppliers, product manufacturers, foreign investors, executives, distributors, academics, 

research scholars, governments, and countless more, will find this empirical study to be an essential reference 

guide. 

 

5. RESEARCH GAP 
Policy effects on foreign direct investment (FDI) flows have been the subject of little research. Financial 

mobilisation via FDI has been the subject of few studies that address investment choices, technical concerns, and 

economic problems. In order to entice foreign direct investment (FDI), the Indian government has looked at the 

most recent advancement in this area. The majority of the research focused on the limits imposed by regulations 

on foreign direct investment.  Although there have been studies conducted on a global, national, and local level 

using relatively large samples, they have not adequately addressed the expanding flows, challenges, and concerns 

surrounding FDI. For example, Belgium is the world's top FDI-attracting nation and receives 100% foreign direct 

investment, proving that smaller countries may effectively attract a bigger share of FDI than India. The inability 

of institutional considerations to attract capital to India is one of the main obstacles. 

 

6. OBJECTIVES OF THE STUDY 
❖ In order to identify the factors influencing FDI entering India on a worldwide basis. 

 

7. HYPOTHESES OF THE STUDY 
H0:  There is no impact of Global Economic Factors on FDI flows. 

H1:   There is no impact of FDI on the selected economic factors  

 

8. RESEARCH METHODOLOGY 
Study Period 

The period of the study is between the financial year 2013-23. And the data collected from DPIIT website and 

Few journals. 

 

Stalactitical tools to be used 

• Unit Root Test 

• Jonshan Cointegrating Test 

• ARDL approach 

• Least Squares regression (OLS) 
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10. RESULT AND DISCUSSION 
Table No: 1 Johansen Co integration test for the  Indian FDI and the Dollar Index 

 
 

 
Interpretation 

No statistically significant association between the variables was revealed using the granger causality test (P = 

0.4501 > 0.05), according to the data in the table. That being the case, we accept the alternative hypothesis and 

reject the null.  Indian foreign direct investment (FDI) is positively correlated with the global dollar index (USDI), 

according to the Granger causality test. There is no statistically significant correlation between the Dollar Index 

and foreign direct investment (FDI) from India (p-value = 0). So, we will accept the null hypothesis that foreign 

direct investment (FDI) from India will not have any effect on the dollar index. 

 

Table No: 2 ARDL Approach for the Indian FDI and the Dollar Index 
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Interpretation 

The above AIC (Akaike information criterion) graph shows that the model works well with the order selection 

of (2,4) lag. The dollar index, the independent variable, seems to be choosing lag2, and the foreign direct 

investment, the dependent variable, seems to be choosing lag4. The ARDL model is therefore built using the 

parameters (2,4). 

 

Table No: 3 Johansen Co integration test for the Indian FDI and the Baltic Dry Index 

 

 
Interpretation 

Table data show that there was no statistically significant link between the variables when using the granger 

causality test (P = 0.4501 > 0.05). Thus, the alternative hypothesis is correct and the null hypothesis is wrong.  

Granger causality analysis shows that FDI from India is positively correlated with the Baltic Dry Index, but only 
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in one direction. The p-value for the relationship between the two variables is determined to be non-significant. 

Therefore, we shall accept the null hypothesis that foreign direct investment (FDI) from India will not gradger 

affect the Baltic Dry Index. 

 

Table No: 4 ARDL Approach for the Indian FDI and the Baltic Dry Index. 

 
 

 
 

Interpretation 

The model seems to be well-suited for the order selection of (3,0) lag, as seen in the following AIC (Akaike 

information criterion) graph, where the independent variable (BDL) appears to be picking lag 3 and the dependent 

variable (FDI) appears to be selecting lag 0. In order to build the ARDL model, the parameters (3,0) were thus 

chosen. 
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Table No: 5 Johansen Co integration test for the Indian FDI and the Global Inflation 

 

 
Interpretation 

No statistically significant association between the variables was revealed using the granger causality test (P = 

0.4501 > 0.05), according to the data in the table. That being the case, we accept the alternative hypothesis and 

reject the null.  There is a one-way association between global inflation and Indian FDI, according to the Granger 

causality test, however the two variables are not statistically significant. We conclude that foreign direct 

investment (FDI) from India will not granger-cause inflation on a global scale, and we consequently support the 

null hypothesis. 

 

 
 

Interpretation 

Global inflation, the independent variable, seems to be picking lag4, whereas foreign direct investment (FDI) 

appears to be selecting lag0, as seen in the above Akaike information criterion (AIC) graph. This indicates that 
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a lag time of 4.0 is appropriate for the model's order selection. Consequently, the parameters (4,0) are used to 

construct the ARDL model. 

 

Table No: 6 ARDL Approach for the Indian FDI and the Global Inflation. 

 

 
 

Table No: 7 Johansen Co integration test for the Indian FDI and the Global Imports 
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Interpretation 

The granger causality test turned out no statistically significant link between the variables (P = 0.4501 > 0.05), as 

shown in the table of data. This results in the rejection of the null hypothesis and acceptance of the alternative.  

Indian foreign direct investment (FDI) and worldwide imports have a non-significant p-value, according to the 

Granger causality test, which shows that there is unidirectional causation between the two factors. Therefore, it is 

acknowledged that the null hypothesis states that global imports would not be granger caused by Indian FDI. 

 

 
 

Interpretation 

According to the AIC (Akaike information criterion) graph shown above, the model seems to be well-suited for 

the order selection of 4.0 lag, as the independent variable (global imports) appears to be picking lag0 and the 

dependent variable (FDI) appears to be selecting lag4. It follows that the ARDL model is built using the parameters 

(4,0). 

Table No: 8 ARDL Approach for the Indian FDI and the Global Imports 
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Table No: 9 Johansen Co integration test for the Indian FDI and the Global Exports 

 

 
Interpretation 

According to the data in the table, the granger causality test did not find a significant result (P value = 0.4501 > 

0.05). Hence, the null hypothesis is rejected and the alternative hypothesis is accepted.  The Granger causality test 

confirms that the link between exports worldwide and foreign direct investment (FDI) from India is unidirectional; 

the p-value for the relationship between Indian FDI and worldwide exports is not statistically significant. 

Therefore, we will accept the null hypothesis that foreign direct investment (FDI) from India will not impact 

global exports. 

 

 
 Interpretation 

According to the following Akaike information criterion (AIC) graph, global exports (the independent variable) 

seem to be choosing lag2, while foreign direct investment (FDI) (the dependent variable) appears to be picking 

lag4. Thus, it seems that the model works well for selecting the (2,4) lag order. The ARDL model is therefore 

built using the parameters (2,4). 
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Table No: 10 ARDL Approach for the  Indian FDI and the Global Exports. 

 
 

11. CONCLUSION 
Due to the study's reliance on secondary data and the fact that the primary data was not readily available from 

trustworthy sources, the statistical analysis's conclusions may not be trustworthy. For instance, it is a very 

complicated undertaking to assess the relevance of possible FDI factors at the national level. Additionally, the 

objective was not met by excluding crude information for business natural factors like government productivity, 

innovative preparation, and business regulations; thus, the competitive scoring derived from the world-renowned 

Frazer Institute was used. The research concluded that lawmakers should watch over the efficient use of funds 

and the prompt execution of projects. Strict regulations on ineffective bureaucracy, red tape, and widespread 

corruption are necessary if the Indian government wants to increase foreign direct investment (FDI) inflows while 

maintaining investor trust. After all that, it's more important for the government to guarantee high-quality FDI 

than the quantity. Policymakers must ensure transparency and consistency in policy making, as well as an 

integrated long-term development strategy. The study also suggested that the government should take faster action 

to improve the country's infrastructure to further diversify its businesses.  

 

As an example, foreign direct investment (FDI) numbers from UNCTAD do not correspond with those from the 

Reserve Bank of India (RBI) in India, and vice versa for economic indicators compiled by the International 

Monetary Fund (IMF), the World Economic Outlook (WEO), and UNCTAD. There was a lack of tried-and-true 

ways to isolate the factors that influence a country's FDI attractiveness. 
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