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Abstract 

FDI is considered as an essential factor of economic growth of a country. But, as the 

global FDI increases over time, competition intensifies among developing countries for 

attracting FDI. However, FDI of Bangladesh is very insignificant (0.913%) against its 

GDP during the last 22 years. So, the main purpose of the study is to find out the factors 

liable for our poor FDI inflow in Bangladesh. Both governance and macroeconomic 

variables from 2001 to 2022 were taken in the study. The study has employed an OLS 

method to evaluate the parameters of the model. The results found that three governance 

variable--control of corruption, rule of law and voice and accountability were negative on 

FDI inflow in Bangladesh. Among the macroeconomic variables, corporate tax rate, 

exchange rate and investment level of our country were found negative against FDI. In 

contrast, the study found wage rate, interest rate and inflation were positively related with 

the FDI in most models. The findings of the study thus creates a wake-up call for policy 

makers to give due attention to enhancing good governance environments and 

macroeconomic stability in Bangladesh. 

1. Introduction 

he importance of foreign direct investment (FDI) has increased worldwide 

by globalization. According to the endogenous growth theories, FDI is an 

important determinant of economic growth of a country. It helps to transfer 

technology from developed countries to developing countries (Chenaf-Nicet and 

Rougier 2016). A developing country is featured by low per capita income, 

poverty, unemployment, high population growth and low savings rates. Moreover, 

savings-investment gaps of these countries impact negatively on economic growth 

and development (Solow 1956; Koopmans 1965). FDI can come forward to fill the 

gap of these countries (Sabir and Khan 2018). By developing the expertise and 

skill of labors, the host country can also decrease unemployment and increases 

productivity with the help of FDI (Lipsey 2001). These countries are benefitting 

improved management skills and enhanced capital accumulation, exports, and 

thereby economic growth from FDI inflows. Therefore, the developing world has 

been experiencing increased amount of FDI inflow since 1990 especially in 

SAARC, ASEAN, Central Asian and Sub-Saharan African countries.  
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However, as the global FDI increases over time, competition intensifies among 

developing countries for attracting FDI. Consequently, these countries are looking 

for diverse approaches to attract FDI inflows. They constantly try to improve their 

legal and policy supports to hold comprehensive FDI for long-term development 

(World Investment Record, 2015). As said by Asamoah et al. (2016), developing 

countries accepted different programs and economic partnership agreements to 

assist FDI inflows and keep an eye on FDI operations. However, not all of them 

have been performing well in attracting FDI. 

 

1.2. Literature on the Role of Governance Institutions on FDI Inflows 

A section of scholarly studies, recently, pays attention on the effect of governance 

factors on FDI inflows (Ali et al. 2010; Buchanan et al. 2012; Wei et al. 2000). 

These literatures can be divided into three segments. 

1.2.1 Literature on the Impacts of Specific Governance Factors on FDI 

 Inflows 

One aspect of literature concentrates principally the impacts of a specific 

governance element on FDI. According to Wei (2000), corruption has negative 

effect on FDI. It increases the cost of doing business and uncertainty of MNCs. On 

the other hand, Pinto and Zhu (2013) pointed out that developed countries get more 

FDI because of its low levels of corruption. In contrast, high level of corruption 

discourages FDI to move into less developed countries.  

 

Jensen (2003) and Ahlquist (2006) were in favor of democratic countries to catch 

the attention of more FDI than dictatorial countries. They further found that 

democratic governments have a tendency to decrease political hazards of foreign 

investors and also enhance the reliability of the recipient country for them. Moussa 

et al. (2016) and Aidt et al. (2008) found positive impact of economic freedom on 

FDI. On the contrary, because of cheap labor force, the domination of labor unions 

and other dictatorial rules, Li and Resnick (2003) reveals that democratic system in 

a recipient country has a negative result on FDI inflows. However, due to the weak 

formation of institutions, Peres et al. (2018) found an insignificant effect of 

institutions on FDI in developing countries when they measured governance 

factors by corruption and the rule of law and examined the effect of governance 

factors on FDI inflows in developed and developing countries.  
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1.2.2 Reviews on Different Dimensions of Governance Factor 

In the second section of the previous studies, the study has analyzed the 

importance of different dimensions of governance factors on FDI inflows. Such as, 

Asiedu (2006) reveals that ineffective institutions like corruption, a lack of the rule 

of law, and political instability hinder FDI inflows. Gani (2007) found 

development in control of corruption (COC), political stability (PSTAB), 

regulatory quality (REGQ), and effectiveness of government (GEFF) have 

encouraging impacts on FDI inflows in South American countries. Amal et al. 

(2010) used a panel data model also found political stability as encouraging in 

South America. They further found government effectiveness as negative for FDI 

inflows while the other four governance variables (VAA, REGQ, ROL, COC) have 

insignificant coefficients. Buchanan et al. (2012) used the data of 164 countries 

and acknowledged that good governance factors matter to FDI. Subasat and Bellos 

(2013) confirm the FDI enhancement role in Latin America although poor 

governance existed there as the transition countries. Zeshan and Talat (2015) found 

positive and significant relation of VAA, PSTAB, GEFF, REGQ and COC on FDI 

in Pakistan by applying ARMA and OLS regression techniques.  

Using random effects panel technique, Shah and Afridi (2015) found positive 

relation of FDI with PSTAB and REGQ and negative with COC in the selected 

SAARC countries. The main finding of their study is that good governance has a 

considerable impact on FDI inflows. Furthermore, Nguen and Cao (2015) found 

positive effect of governance factors on FDI inflows in Vietnam. They opined that 

three components of governance factors i.e. PSTAB, REGQ and COC are 

necessary elements of attracting FDI in Vietnam. Lucke and Eichler (2016) found a 

positive relationship between governance factors and FDI inflows in developing 

countries. They further investigated that foreign investors had a preference to 

invest in politically stable countries where societies were less diverged. Zidi and 

Ali (2016) by using the econometrics of panel data found VAA, GEFF, REGQ and 

the ROL positively associated with FDI in 11 countries in MENA region. 

However, the rest two governance variables (PSTAB and the COC) were found 

negative with FDI by their study.  
 

Alternatively, impact of governance factors on FDI inflow in Sub-Saharan African 

countries was also studied by Nondo et al. (2016). However, their findings disagree 

with other studies as their study finds insignificant association between FDI and 

governance factors. Again, using a dynamic data of 113 developing countries, 

Kurul and Yalta (2017) found VAA, GEFF, COC, PSTAB and REGQ positive and 

significant with FDI inflows. Moreover, Gani (2007) and Ullah and Khan (2017) 
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found the same results from their study in Asia and Latin America, SAARC, 

Central Asian countries and the ASEAN region.  

Findings of Wernick, Haar and Sharma (2014) also suggest the feature of the host 

country’s governance factors is very significant factors of FDI flows to developing 

countries. Hossain and Rahman (2017), in the same way, stated that governance 

factors facilitate to enhance FDI inflow in developing countries. Likewise, Ahmad 

et al. (2018) found governance institutions as very important in attracting FDI in 

Pakistan.  

1.2.3 Literature on Composite Governance Factors 

The impact of composite governance index was explored in the third part of 

literature which is created by bringing together various components of governance 

indicators, such as VAA, GEFF, COC, PSTAB, REGQ and ROL. For instance, 

Globerman and Shapiro (2002) found the composite governance index as positive 

and significant on FDI inflows. Likewise, Buchanan et al. (2012) also state that 

composite governance index positively impacts FDI flows. However, according to 

Wheeler and Mody (1992), the location choices of US MNCs are not influenced by 

a composite governance index.  

1.2.4 Other Important Determinants of FDI Inflows 

Among other important determinants of FDI inflow, Shah (2017) finds trade 

liberalization (TRADO) and economic development as positive, whilst high 

inflation as negative. Additionally, a number of researches (Saleem et al. 2020; 

Asongu et al. 2018; Okafor et al. 2017; Rjoub et al. 2017; and Aziz and Mishra 

2016) show a positive association between FDI and TRADO at the same time as a 

negative association was found by Mahmood (2018) in the nexus. On the other 

hand, some other studies (Blonigen and Piger 2014) stated that TRADO does not 

perform any important role in attracting FDI. Long-run cointegration between FDI 

and TRADO were also absent in Saleem et al. (2020) analysis. 

Furthermore, regarding the effect of interest rate (IR) on FDI, studies of Mishra 

and Jena (2019), Mahmood (2018) and Mengistu (2011) observed a positive 

whether findings of Hossain (2018), Chen (2018) and de Angelo et al. (2010) 

found a negative impact. On the other hand, Hossain (2021) and Chandra and 

Handoyo (2020) found the effect of the IR as insignificant in the entire Asian 

region. Moreover, according to Suhendra and Istikomah (2022), the decision to 

invest is depend on the amount of returns including IR. Ajija and Fanani (2021) 

pointed out a negative effect of IR on FDI inflow as when interest rate increases, 

the FDI inflow reduces.   
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Furthermore, a positive relationship was observed between GDP growth and FDI 

by the researches of Hossain (2021), Kurtović et al. (2020), Saleem et al. (2020) 

and Jaiblai and Shenai (2019). Therefore, GDPGR is recognized as an important 

element of FDI at present. However, the relationship between GDPGR and FDI is 

not discovered so far in Bangladesh. 

Inflation is also a key factor of inward FDI. The study on the relationship between 

FDI and inflation rate has experienced diverse results also. For instance, research 

works of Agudze and Ibhagui (2021), Sabir et al. 2019), Rashid et al. (2017), 

Boateng et al. (2015), Ibrahim and Abdel-Gadir (2015) found a negative 

association and some other like (Bano et al. 2019; Boateng et al. 2017) exposed a 

positive association. Few other studies like Cavusoglu and Alsabr (2017) and 

Ceviş and Camurdan (2007) noted the persistence of a noteworthy association 

between FDI and inflation rate. Nevertheless, the nature of the associations was not 

verified by these studies.  

Furthermore, about the impact of the corporate tax rate (CTR) on FDI, the largest 

part of the intellectual efforts (Nazir et al. 2020; Andersen et al. 2017; Du et al. 

2014; Tang et al. 2014) revealed that CTR hinders the FDI inflow in recipient 

countries. A considerable number of studies (Alam and Quazi 2003; Mahbub and 

Jongwanich 2019) on the FDI–CTR nexus also showed a negative association in 

Bangladesh. In contrast, there are a number of contradictory outcomes too. For 

instance, among the OECD nations, Jones and Temouri (2016) foundd very 

nominal effect of the CTR on FDI and others (Kinda 2018; Hunady and Orviska 

2014) found no impact in any way.  

Besides, it is also seen that currency devaluation helps to get additional FDI to the 

recipient country (Mostafa 2020; Xing 2006). Mostafa (2020) and Qamruzzaman 

et al. (2019) revealed that acceleration of EXG reduces FDI inflow in Bangladesh. 

Therefore, the study has investigated the result of the EXG on fund flow in 

Bangladesh. Additionally, study in the FDI–wage rate nexus (Economou 2019; 

Blanc-Brude et al. 2014; Hunady and Orviska 2014; Bilgili et al. 2012) have 

typically argued that low WR invites further FDI and convinces the foreign firms 

to rally their manufacture units where the WR is cheap.  

1.2.5 Literature Gap 

The above discussion reflects that there is inconsistency on results in the previous 

researches. The findings of earlier researches no doubt demonstrate the 

contradiction and indecisiveness. Moreover, not many pragmatic researches have 

studied the association linking the governance indicators and FDI in Bangladesh. 

Again, ahead of concentrating just on one of the governance indicators as many the 
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previous researchers carried out (Wei 2000; Jensen 2003; Ahlquist 2006), the study 

analyzes the effects of varied factors of governance factors individually as well as 

collectively and with an composite index in order to identify whether governance 

quality affects the FDI. Carrying out such a move also approves us to suggest 

diverse policy recommendations about the level of governance required at the 

institution in Bangladesh. 

Third, to avoid specification bias, the article studies the impact of governance 

indicators and FDI inflow by other key macroeconomic indicators for instance 

GDP growth, corporate tax rate, domestic investment, exchange rate, inflation, 

interest rate, trade openness, wage rate etc. Moreover, very few researches were 

carried out to evaluate the whole impact of all these indicators on FDI inflow. 

Thus, the present study is committed to satisfying the aforesaid research gap in the 

presented literature through an extensive study by finding out the impact of these 

indicators on FDI in Bangladesh.  

Moreover, not too many researchers studied the relationship between FDI and 

GDPGR in Bangladesh (Hossain 2021; Hussain and Haque 2016; Sarker and Khan 

2020). Hence, the research gap is clear. Likewise, very few studies highlighting 

Bangladesh that talked with the relationship between FDI and EXG. Furthermore, 

the association between FDI and INF has not been studied in the aforesaid 

researches, and very few studies have been carried out in the circumstance of 

Bangladesh. Also, in spite of everything, debate is still there about the effect of 

RIR on FDI. The relationship between FDI and TRADO also has not been 

determined comprehensively in the circumstance of Bangladesh. Regarding wage 

rate, not so many researchers (Sadekin et al. 2015; Nasrin et al. 2010) have found 

WR as a significant factor of FDI inflow in Bangladesh although the dataset of 

these researches is small.  

Therefore, it is evident from the above conversation that not so many studies 

highlighting on governance factors and other determinants on FDI inflow in 

Bangladesh. Moreover, reviewed literatures regarding the FDI provide full of 

inconsistent results. Hence, the results of this research work will support to assess 

the governance as well as macroeconomic factors in the context of Bangladesh 

from a diverse point of view. 

2 Statement of the Problem 

As said by IMF's BOPs database, net FDI inflow from 2010 to 2019 into 

Bangladesh amounted to $20.5 billion only. However, during the same time, 

Myanmar received net FDI inflows of $24.8 billion, Philippines $58.6 billion, 
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Malaysia $106.9 billion, Indonesia $194.2 billion and India $371.8 billion. 

Therefore, first research question of this project is: why FDI inflow of Bangladesh 

is so poor.  

To get the answer of this question Bangladesh needs to identify what foreign 

investors look forward to from the host country.  As said by Fedderke and Romm 

(2006), foreign investors when enter the foreign markets are more concerned about 

their risk and return. Global investors frequently retrieve business and economic 

data for 200 countries provided by TheGlobalEconomy.com ahead of taking 

investment decision.  

‘The eclectic paradigm theory’ of Dunning (1988) proposed that a foreign investor 

opinion to invest in a recipient country relies on many issues such as the market 

size, admin and managing systems, labor and transportation costs, administration 

policies, in addition to governance and political strength. However, consistent with 

OECD, foreign investors concentrate mainly to the governance framework of a 

country in which they are going to invest (OECD 2012). On the other hand, 

North’s ‘institutional theory’ (1990) says that economic activities are affected by 

good institutions. Furthermore, profitability increases and the ‘cost of doing 

business’ is reduced by the high-quality institutions. Moreover, investors are 

indecisive to move in a country where institutions promote corruption, 

discrimination and formalities (Mengistu and Adhikary 2011). According to Lucas 

(1993), governance factors perform an important role as compared to economic 

factors in receiving inward FDI in emerging economies. 

Foreign investors prefer to move in countries where effective elected structures 

exist (Harms and Ursprung, 2002). However, while investing, the MNCs give 

attention to the economic globalization, site determinants, infrastructural maturity, 

political atmosphere and useful cross-border trade rules in addition to governance 

factors of the host economies (Contractor et al. 2020; Kleineick et al. 2020; Alam 

et al. 2019; Paul and Jadhav 2019; Deseatnicov and Akiba 2016). Despite the 

above factors, several additional country-specific factors of FDI are also regarded 

as important factors of FDI inflow for several developing countries. Those are 

COC, ROL, and VAA (Osabutey and Okoro 2015).  

FDI inflow can also been affected by a country’s social, political and governance 

features. Socio-political and political-governance varieties of researches (Ibrahim 

et al. 2020; Kurtović et al. 2020; Paul and Jadhav 2019; Mourao 2018; Rashid et 

al. 2017) have recognized the most important factors of FDI of world’s promising 

nations. Those are PSTAB, GEFF, REGQ, VAA, active start-up regulations, 

economic liberty, ease of doing business, government expenditure, improved one-
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stop services dedicated for global trade etc. Several other researchers have found 

INF, EXG, RIR, and GDPGR, per capita GDP, TRADO, gross national income 

and external debt as macroeconomic factors of FDI (Hossain 2021; Asiamah et 

al. 2019; Sabir et al. 2019; Jaiblai and Shenai 2019; Kishor and Singh 2015). 

Therefore, the current study tries to determine both the governance and macro 

factors responsible for our insignificant inflow of FDI in Bangladesh. 

3. Objectives of the Study  

The major objective of the research is to identify the causes liable for our poor 

inflow of FDI in Bangladesh. However, the specific objectives are as follows:   

(i) to observe the association between governance factors and FDI inflows.  

(ii) to examine the association between macroeconomic factors and FDI inflows.  

4. Methodology of the Study 

The research work is quantitative in character and provides explanatory synopsis of 

variables of importance. It’s also descriptive study since it evaluates the effect of 

both governance and macroeconomic factors on FDI in Bangladesh. 

 

Table-1: Description of Variables used in the Study 

Variable name Notation Description 

Dependent Variable   

Foreign Direct 

Investment 
FDI FDI as a percentage of GDP  

Independent Variables   

Governance Variables 

Control of Corruption COC 
Summarizes opinions of the degree to which civic rule is 

worked out for individual gain 

Political Stability PSTAB 
Assesses opinions of the probability of political 

unpredictability 

Rule of Law ROL 

Summarizes opinions of the degree to which 

representatives have faith in and abide by the set of laws 

of the people 

Regulatory Quality REGQ 
Summarizes opinions of the government’s capacity to 

prepare and execute sound strategies and schemes 

Voice and Accountability VAA Summarizes opinions of the degree to which a nation's 
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Variable name Notation Description 

Dependent Variable   

citizens are capable to take part in choosing their 

government, as well as autonomy of expression, 

autonomy of union, and a liberated media 

Government 

Effectiveness 
GEFF 

Summarizes opinions of the quality of the community and 

public services and the level of its autonomy 

Macroeconomic  Variables 

Corporate tax rate CTR Corporate tax rate of Bangladesh  

Exchange rate EXG 
The average buying and selling of Bangladeshi Taka to 

US dollar  

GDP growth rate GDPGR Annual GDP growth rate in percentage form 

Inflation rate INF Consumer Price index (CPI)  

Investment  INV Gross fixed capital formation as percentage of GDP  

Real Interest rate RIR Lending Interest Rate  

Trade Openness TRADO 
The proportion of trade which is the summation of 

exports and imports to GDP  

Wage rate WR 
An estimation of total income after taxes divided by the 

total number of employees employed  

Source: Compiled by authors 

4.1 Sources of Data 

The research work has employed 22 years series data of Bangladesh from 2001 to 

2022. The major sources of data were the World Governance Indicators (WGI) and 

the World Development Indicators (WDI). The study has collected data on the 

governance factors i.e., COC, VAA, GEFF, PSTAB, ROL, and REGQ from the 

WGI. On the other hand, data on EXG, GDPGR, INF, RIR, and TRADO were 

obtained from the WDI. Bangladesh Bureau of Statistics (BBS) provides WR data 

while the CTR were obtained from the National Board of Revenue (NBR).  

4.2 Hypothesis Development 

Based on related theory and previous literature, the study has developed the 

following hypotheses:  

H1: Governance factors and the FDI inflows of Bangladesh are positively 

correlated. 
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H2: Macroeconomic factors and the FDI inflows of Bangladesh are positively 

correlated. 

4.3 Analysis of the Study 

This study has employed Ordinary Least Square (OLS) method to evaluate the 

variables of the model. The multiple regression model was applied by the study to 

find out the correlation between governance and macroeconomic variables and the 

FDI inflow. Before receiving findings from the OLS, the model was tested whether 

it can be employed to forecast the findings or whether the OLS model is best or 

not. To test the validity and reliability of the research findings the study has used 

Jacque-Bera test (to test the normality), Durbin-Watson test and Breusch-Godfrey 

LM test (to test the problem of autocorrelation), Breusch-Pagan test (to verify the 

heteroscedasticity) and finally CUSUM Test (to check the stability in the 

regression model). 

4.4 Econometric Model of the Study 

According to Dunning’s eclectic paradigm theory and North’s governance theory, 

FDI inflow relies on the host country’s market size, macroeconomic stability and 

the governance factors. Algebraically the relationship can be written as:  

FDI = f (market size, macroeconomic stability, governance factors) 

Based on theoretical background, the study has used an empirical model below to 

evaluate the effect of governance factors on FDI inflow: 

Yt = α + βXt + γZt + Ut 

where Yt is the log of FDI inflows, Xt are vectors of the governance quality 

of Bangladesh during period t = (1, 2, 3, …,), Zt are the vectors of macroeconomic 

factors for example CTR, EXG, INF, INV, RIR, TRADO, GDPGR, and WR 

during period t = (1, 2, 3, …,), and Ut is the error term. Since the governance 

variables are highly correlated with one another, therefore, instead of taking all of 

them in a single equation the study has constructed a composite governance index 

of institutions by taking the simple average of six governance variables 

(Globerman and Shapiro 2002). The study has used EViews 10 software for data 

analysis and result interpretation.  

5. Descriptive Statistics of Dependent and Independent Variables  

Table-1 has described the descriptive statistics of FDI inflow, governance and 

macroeconomic indicators those were employed in this analysis. The table has 

displayed means, maximums, minimums, and standard deviations of the variables 

for the period from 2001 to 2022.  
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Table-1: Descriptive Statistics of Dependent, Independent and other Control 

Variables 

Variable Min Max Mean Standard 

Deviation 

Dependent Variable 

FDI 0.10 1.74 0.91 0.42 

Independent Variable  

Governance Indicators 

COC -1.5 -0.81 -1.08 0.23 

GEFF -0.91 -0.68 -0.68 0.34 

PSTAB -1.86 -0.72 -1.28 0.29 

REGQ -1.05 -0.57 -0.81 0.14 

ROL -1.13 -0.8 -0.92 0.09 

VAA -0.77 -0.23 -0.5 0.16 

Macroeconomic Variable 

CTR 25.00 35.00 28.25 2.70 

GDPGR 3.51 8.15 6.15 1.12 

EXG 55.81 98.85 71.95 9.22 

INF 2.00 9.94 6.39 2.03 

INV 24.10 32.21 27.62 2.68 

RIR 3.10 9.30 5.44 1.28 

TRADO 36.03 48.11 26.00 7.25 

WR 7.82 9.51 8.68 0.56 

Source: Authors estimation. 

From Table-1, it is further seen that FDI of Bangladesh was very insignificant 

(0.913%) against its GDP during the study period. The values of all governance 

factors found negative meaning that our institutions are not performing well. 

Among the governance factors of Bangladesh, PSTAB has the highest negative 

mean value (-1.28), followed by COC, ROL, REGQ and GEFF. Meanwhile, 

important economic factors like CTR, EXG, INV, GDPGR, INF, RIR, TRADO 

and WR has been used as the control variable in this study. 
 

5.1 Diagnostic Test 

Before running the OLS, the study has performed several diagnostic tests on the 

residuals to examine the validity and reliability of the estimated model. This 

includes normality test, autocorrelation test, heteroscedasticity test and stability 

test. The outcomes of these issues are presented below in the following tables. 
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5.1.1 Normality Test   

The research article has used the Jarque-Bera test to examine the normality of 

distribution in Figure-1. According to the test, it is observed that the result of 

Skewness (0.223416) and Kurtosis (2.900057) satisfies the condition of normal 

distribution. Again, it is seen that the Jarque-Bera value (0.183442) and the p-value 

(0.912360) of this distribution is greater than 0.05. These results suggest that the 

residuals of the model follow the normal distribution. Therefore, the study cannot 

reject null hypothesis of the normal distribution.  

 

Figure-1: Normality Test 

Figure-1: Normality Test Results 

 
 

 

 

 

 

 

 

 

Source: Derived by the authors from E-views software 

 

5.1.2 Test of Autocorrelation  

With the aim to investigate whether the error terms in the regression model are 

independently and identically distributed, the study has carried out Durbin-Watson 

test and Breusch-Godfrey Serial Correlation LM tests.  

5.1.3.1 Durbin-Watson test 

The Durbin-Watson test was employed to assess whether there is autocorelation 

problem in the model in addition to recognize which group the problem fits in. 

Durbin-Watson test statistics of Table-2 to Table-7 found an acceptable range 

between 1.46 and 2.33 which are more than their R-squared values. Based on these 

results, it can be said that the problem of autocorrelation does not exist in these 

models. 

5.1.3.2 Breusch-Godfrey Serial Correlation LM test 

The study has employed ‘Breusch-Godfrey Serial Correlation LM Test’ to find 

there is any serial correlation in the residuals. The findings of this test in Table-2 
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Observations 21

Mean      -6.93e-15

Median  -0.002863

Maximum  0.263868
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Std. Dev.   0.117927

Skewness   0.223416

Kurtosis   2.900057

Jarque-Bera  0.183442

Probability  0.912360 
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show that the p-value of the F-statistics (0.8973) is greater than 0.05. So, the null 

hypothesis is accepted at 5% level of significance and it can be assumed that 

correlation problems do not exist in the model. 
 

Table-2: Breusch-Godfrey Serial Correlation LM Test 
 

Breusch-Godfrey Serial Correlation LM Test: 
 

F-statistic 0.10951 Prob. F(2,10) 0.8973 

Obs*R-squared 0.450084 Prob. Chi-Square(2) 0.7985 

 Source: Derived by the authors from E-views software 
 

5.1.4 Heteroscedasticity Test Results 

The study has verified the heteroskedasticity by applying the Breusch-Pagan-

Godfrey for White Heteroskedasticity test in Table-3.  

 

Table-3: Heteroskedasticity Test: Breusch-Pagan-Godfrey 
 

H0: There is no heteroscedascity 

F-statistic 1.745454 Prob. F(8,12) 0.1853 

Obs*R-squared 11.29412 Prob. Chi-Square(8) 0.1856 

Scaled explained SS 3.579343 Prob. Chi-Square(8) 0.8929 

Source: Derived by the authors from E-views software 

From the test, it is found that the p-value (0.1853) is greater than 0.05% which 

indicates that the model cannot reject the null hypothesis in the residuals. So, it is 

suggested that the errors in the residuals are homoscedastic.  

5.1.5 CUSUM test  

To assess the stability of the coefficients and the model’s structural stability, the 

study has employed the CUSUM test as seen in the Figure-2. Throughout the 

examination, the CUSUM values stayed within the allowed range of +/- 5%, as 

seen in the graphs indicating that all parameters and coefficients derived from the 

regression are stable. The results of the test mean that the coefficients in the data 

are stable. Therefore, since the estimated model looks to follow a steady 

relationship throughout the assessment period, this model can be exercised for 

policy decision-making purposes in Bangladesh. 
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Figure-2: CUSUM Test 

 
 

 

 

 

 

 

 

 

 

 

Source: Derived by the authors from E-views software 

The above diagnostic tests results show that the model displays pleasing 

econometric properties, residuals are normally distributed, serially uncorrelated, 

homoscedastic and follow a stable pattern. Therefore, it can be said that the results 

are reliable and can be applied to generate significant explanations. Thus, the 

explanatory variables are the basic determinants of FDI inflow of Bangladesh. This 

of course enhanced the reliability of regression analysis.  

5.2 Impact of Governance Factors on FDI Inflow 

At the stage, to see the impact of the governance factors on FDI inflow to 

Bangladesh the study has used the regression analysis. OLS technique was used to 

test the effectiveness and impact of the COC, GEFF, PTSAB, REGQ, ROL and 

VAA on the FDI inflow. The findings of OLS are described in the following 

sections. 

5.2.1 Impact of Control of Corruption on FDI 

It is noticed in Table-2 that the impact of control of corruption on FDI is negative 

and statistically significant. That means Bangladesh is not making any effort to 

decrease the level of corruption and ultimately fails to get FDI. This result were 

supported by Zidi and Ali (2016) and Shah and Afridi (2015) who earlier found the 

COC as a negative and significant factor on FDI. It is further seen that CTR, EXG, 

INF, RIR, TRADO and WR were the significant economic factors that attract FDI 

in Bangladesh. However, the CTR and EXG negatively affect FDI.  
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Table-4: Impact of Control of Corruption on FDI 
 

Dependent Variable: FDI 

Method: Least Squares 

Included observations: 21 after adjustments 
 

Variable Coefficient Std. Error t-Statistic Prob. 
 

C -7.54 4.09 -1.84 0.09 

COC -1.59 0.73 -2.18 0.05* 

CTR -0.08 0.03 -2.80 0.02** 

EXG -0.10 0.04 -2.60 0.02** 

GDPGR 0.08 0.07 1.15 0.28 

INF 0.11 0.05 2.31 0.04** 

INV -0.22 0.14 -1.62 0.13 

WR 0.13 0.05 2.62 0.02** 

RIR 0.16 0.06 2.53 0.03** 

TRADO 0.07 0.03 2.65 0.02** 
 

R-squared 0.85 Adjusted R-squared 0.73 

F-statistic 6.90 Durbin-Watson stat 1.46 

Prob(F-statistic) 0.00  

        Note: *Significance at 10%, **Significance at 5%, ***Significance at 1%. 

                               Source: Authors estimation. 

 

5.2.2 Impact of Government Efficiency on FDI 

In Table-5, government effectiveness also shows a negative impact on FDI inflow 

in Bangladesh. However, the result is not significant. However, the result is 

inconsistent with Kurul and Yalta, (2017), Zidi and Ali (2016), Amal et al. (2010) 

and Zeshan and Talat (2015). Among the economic factors, EXG, GDPGR, INV 

and TRADO found insignificant in this analysis.  
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Table-5: Impact of Government Efficiency on FDI 
 

Dependent Variable: FDI 

Method: Least Squares 

Included observations: 21 after adjustments 
 

Variable Coefficient Std. Error t-Statistic Prob. 
 

C 0.89 2.37 0.37 0.72 

GEFF -0.20 0.22 -0.93 0.37 

CTR -0.08 0.03 -2.57 0.03** 

EXG -0.04 0.03 -1.27 0.23 

GDPGR 0.08 0.08 1.04 0.32 

INF 0.34 0.79 1.70 0.12 

INV -0.24 0.17 -1.38 0.20 

WR 0.12 0.06 1.96 0.08* 

RIR 0.14 0.07 1.90 0.08* 

TRADO 0.02 0.02 0.91 0.38 
 

R-squared 0.80 Adjusted R-squared 0.64 

F-statistic 4.90 Durbin-Watson stat 1.47 

Prob (F-statistic) 0.00  

Note: *Significance at 10%, **Significance at 5%, ***Significance at 1%. 

Source: Authors estimation. 

5.2.3 Impact of Political Stability on FDI 

In Table-6, political stability, another governance variable is also found negative 

with FDI. And this result is also statistically insignificant. The result is supported 

by Amal et al. (2010). This result does not confirm empirically studies by Kurul 

and Yalta (2017), Zeshan and Talat (2015) and Shah and Afridi (2015) who found 

positive impact of political stability in the attraction of FDI. Among other 

economic factors, CTR again provide negative results for FDI inflows in 

Bangladesh. However, WR, and RIR found positive and significant results for FDI 

inflows.  
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Table-6: Impact of Political Stability on FDI 
 

Dependent Variable: FDI 

Method: Least Squares 

Included observations: 21 after adjustments 
 

Variable Coefficient Std. Error t-Statistic Prob. 
 

C -2.02 2.81 -0.72 0.49 

PSTAB -0.44 0.34 -1.31 0.22 

CTR -0.07 0.03 -2.09 0.06* 

EXG -0.05 0.03 -1.44 0.18 

GDPGR 0.06 0.08 0.84 0.42 

INF 0.46 0.77 1.89 0.09* 

INV -0.19 0.15 -1.27 0.23 

WR 0.10 0.05 1.88 0.09* 

RIR 0.19 0.08 2.26 0.04** 

TRADO 0.02 0.02 1.08 0.30 
 

R-squared 0.81 Adjusted R-squared 0.66 

F-statistic 5.33 Durbin-Watson stat 1.88 

Prob (F-statistic) 0.00  

Note: *Significance at 10%, **Significance at 5%, ***Significance at 1%. 

Source: Authors estimation. 

 

5.2.4 Impact of Regulation Quality on FDI 

According to Table-7, regulatory quality has a negative impact on FDI inflows. 

However, the result is not significant.  

Table-7: Impact of Regulation Quality on FDI 
 

Dependent Variable: FDI 

Method: Least Squares 

Included observations: 21 after adjustments 

Variable Coefficient Std. Error t-Statistic Prob. 

C -1.94 2.55 -0.76 0.46 

REGQ -1.59 1.01 -1.58 0.14 

CTR -0.08 0.03 -2.72 0.02** 

EXG -0.06 0.03 -1.74 0.11 

GDPGR 0.11 0.08 1.39 0.19 

INV -0.31 0.17 -1.81 0.10 
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Dependent Variable: FDI 

Method: Least Squares 

Included observations: 21 after adjustments 

Variable Coefficient Std. Error t-Statistic Prob. 

INF 0.91 0.86 2.22 0.05* 

WR 0.14 0.06 2.37 0.04** 

RIR 0.16 0.07 2.33 0.04** 

TRADO 0.02 0.02 1.17 0.27 
 

R-squared 0.82 Adjusted R-squared 0.68 

F-statistic 5.74 Durbin-Watson stat 1.90 

Prob(F-statistic) 0.00  

    Note: *Significance at 10%, **Significance at 5%, ***Significance at 1%. 

                                          Source: Authors estimation. 

This result supports the study of Amal et al. (2010). But does not support our 

theoretical hypothesis (Kurul and Yalta, 2017; Zidi and Ali, 2016; Zeshan and 

Talat, 2015; Shah and Afridi, 2015). Among other economic variables, CTR again 

shows negative impact on FDI. In contrast, INF, WR and RIR have positive and 

significant impact on FDI.  

5.2.5 Impact of Rule of Law on FDI 

The study finds the ROL has a negative impact on FDI inflows in Table-6 and it is 

significant. Therefore, it is proved that systems of rules are not executed in 

Bangladesh. Institutions do not work and do not maintain a favorable 

implementation of these rules. As a result, FDI inflows discouraged to come into 

Bangladesh. This result is supported by Buchanan et al. (2012) but inconsistent to 

the results of Zidi and Ali (2016) who found positive impact of ROL on FDI. We 

further note that apart from the variable of GDPGR and TRADO most other 

control variables are statistically significant. On the other hand, CTR, EXG, and 

INV found significant but negative with FDI. On the other hand, INF, WR, and 

RIR are significant and positively correlated to FDI. 
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Table-6: Impact of Rule of Law on FDI 
 

Dependent Variable: FDI 

Method: Least Squares 

Included observations: 21 after adjustments 
 

Variable Coefficient Std. Error t-Statistic Prob. 
 

C -4.29 2.60 -1.65 0.13 

ROL -2.23 0.88 -2.54 0.03** 

CTR -0.07 0.03 -2.40 0.04** 

EXG -0.06 0.03 -1.89 0.09* 

GDPGR 0.07 0.07 1.10 0.30 

INV -0.27 0.14 -1.93 0.08* 

INF 0.14 0.77 0.65 0.02** 

WR 0.14 0.05 2.86 0.02** 

RIR 0.13 0.06 2.00 0.07* 

TRADO 0.02 0.02 1.24 0.24 
 

R-squared 0.85 Adjusted R-squared 0.72 

F-statistic 6.30 Durbin-Watson stat 2.33 

Prob(F-statistic) 0.00    

Note: *Significance at 10%, **Significance at 5%, ***Significance at 1%. 

                                                           Source: Authors estimation. 

 

5.2.6 Impact of Voice and Accountability on FDI 

Table-7 shows that VAA has a negative and statistically significant impact on FDI. 

This indicates that the lack of accountability and lack of democratic system 

discourages FDI inflows in Bangladesh. The result opposes the findings of Kurul 

and Yalta (2017), Zidi and Ali (2016) and Zeshan and Talat (2015) but supports 

the findings of Buchanan et al. (2012). Among the control variables, CTR and INV 

are significantly but negatively related with FDI. In contrast, INF, WR, RIR and 

TRADO are positively and significantly correlated to FDI inflow in Bangladesh.  
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Table-7: Impact of Voice and Accountability on FDI 
 

Dependent Variable: FDI 

Method: Least Squares 

Included observations: 21 after adjustments 
 

Variable Coefficient Std. Error t-Statistic Prob. 
 

C 0.48 1.92 0.25 0.81 

VAA -1.83 0.77 -2.40 0.04** 

CTR -0.10 0.03 -3.55 0.00*** 

EXG -0.04 0.03 -1.45 0.18 

GDPGR 0.11 0.07 1.66 0.12 

INV -0.47 0.18 -2.59 0.03** 

INF 0.09 0.75 2.79 0.02** 

WR 0.12 0.05 2.63 0.02** 

RIR 0.25 0.08 3.18 0.01** 

TRADO 0.03 0.02 1.85 0.09* 
 

R-squared 0.86 Adjusted R-squared 0.74 

F-statistic 7.41 Durbin-Watson stat 1.67 

Prob(F-statistic) 0.00  

Note: *Significance at 10%, **Significance at 5%, ***Significance at 1%. 

                                        Source: Authors estimation. 

5.3 Major Findings of the Study 

The results of the above models found GEFF, REGQ and PSTAB are negative but 

not significant factors for FDI inflows in Bangladesh. However, the other three 

governance variable--COC, ROL and VAA were found negative and significant on 

FDI inflow in Bangladesh. These findings were supported by Zidi and Ali (2016) 

and Shah and Afridi (2015) Buchanan et al. (2012). The results reveal that 

corruption practices, the undue pressure on bureaucracy, vulnerable political 

system, lack of transparency and accountability of the politicians cause a decrease 

in FDI inflows. It also discourages the MNCs to bring fund into Bangladesh. The 

results further indicates that constitutional rights and human rights of the people 

like autonomy of protest and channel, capacity to execute policies and rules by the 

administration encourage the FDI inflow. On the other hand, taking advantage of 

civil authority to make personal benefit prevent the foreign investor to provide 

funds into Bangladesh. The negative results of the governance indicators mean that 

bad governance cause to deter FDI inflow to Bangladesh. This is a symptom of an 
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immature political environment in Bangladesh which does not attract foreign 

investors to come here.  

Among the macroeconomic variables, CTR, WR and RIR found significant in all 

six models. Of them, WR and RIR were positively correlated with the FDI inflow. 

The outcomes of the models are similar to the studies of Mishra and Jena (2019), 

Economou (2019), Mahmood (2018), Blanc-Brude et al. (2014), Hunady and 

Orviska (2014), Bilgili et al. (2012) and Mengistu (2011). In contrast, correlation 

between CTR and FDI inflow was negative. The result supports the works of Nazir 

et al. (2020), Andersen et al. (2017), Du et al. (2014), and Tang et al. (2014). But, 

GDPGR was found insignificant in all the models. The results, however, are not 

backed by the findings of Hossain (2021), Kurtović et al. (2020), Saleem et 

al. (2020) and Jaiblai and Shenai (2019). 

5.3 Evaluating Regression Equation  

All the tables above specify that this is a good-fit of regression equation as the R2 

and the adjusted R2 values were greater than 80%. The values denote that the 

variations in the independent variables can describe about 80% of the dependent 

variable. The F-statistics of the model give us an idea it is significant at 1% level as 

well. The findings of the diagnostic tests also point out that the model exhibits 

desirable econometric properties. Thus, the explanatory variables are the basic 

determinants of FDI inflow of Bangladesh.  

6. Policy Implications 

The above findings guide us to make a conclusion that if a country is incapable to 

control of corruption, has inefficient administration, non-transparent government 

policies, has irresponsible civil service, non-reliable and non-participatory political 

system should initiate to change their governance polices and preparations to get 

more FDI inflows. The findings of the study thus make a get up call for policy 

makers of Bangladesh. They should focus to develop attractive good governance 

environments particularly get better law and order situation. For receiving the FDI, 

Bangladesh needs to develop an efficient, neutral and transparent legal system. 

Qualified civil and public services and control of institutional corruptions are also 

presently vital for our country. Improving governance indicators for a good 

investment atmosphere should be a significant instruction for developing policy in 

Bangladesh. Hence, developing the governance quality should be regarded as a 

vital issue for a favorable investment environment that improves the trust of the 

foreign investors, and could be a noteworthy instruction for policymakers in 

Bangladesh. Alongside, for expediting FDI inflows in Bangladesh, a sound 

physical infrastructure, steady and projected macroeconomic strategies, high GDP 
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growth rates over the previous years, sound trade policies, national capital 

formation and inexpensive labor are of maximum significance. Bangladesh should 

pay out more on human capital, increase household investment, uphold 

macroeconomic solidity and support trade openness for getting more FDI inflow. 

This can further generate a vibrant spillover outcome in the economy what we 

observed earlier in East and Southeastern Asia. In conclusion, policymakers should 

take into account that the ongoing matter is not whether the policy situation is by 

and large dominant or liberal but whether policies are accurately planned to deal 

with the necessary demands of FDI attraction and as a consequence economic 

growth in general. 

References 

Abbott, A., Cushman, D. O., & De Vita, G. (2012). Exchange rate regimes and 

foreign direct investment flows to developing countries. Rev. Int. Econ., 20, 

95–107.  

Acemoglu, D., Robinson, J., & Johnson, S. (2006). Institutions as a fundamental 

cause of long-run growth. Hand book of economic growth, p 385. 

Adams, S., (2009). Foreign Direct investment, domestic investment, and economic 

growth in Sub-Saharan Africa. J. Policy Model 31, 939–949.  

Adediran, A.O. (2019). Foreign direct investment and sustainable development in 

Nigerian Aviation. Australas. Rev. African Stud. 40, 119–133. 

Agudze, K., & Ibhagui, O. (2021). Inflation and FDI in industrialized and 

developing economies. Int Rev Appl Econ. 

Ahmad, F., Draz, M. U. & Yang, S. C. (2018). Causality nexus of exports, FDI and 

economic growth of the ASEAN5 economies: evidence from panel data 

analysis. J Int Trade Econ Dev, 27(6):685–700. 

Ahlquist, John S. (2006). Economic policy, institutions, and capital flows: portfolio 

and direct investment flows in developing countries. International Studies 

Quarterly, 50: p681. 

Aidt, T., Dutta, J. & Sena, V. (2008). Governance Regimes, Corruption and 

Growth: Theory and Evidence. Journal of Comparative Economics, 36, 195-

220. 

Ajija, S. R. Fanani, F. F. (2021). The Effect of Macroeconomy Variables on the 

FDI Inflow in ASEAN 5. Economics Development Analysis Journal, 

10(3):298–307. 

Alam, A., Uddin, M., Yazdifar, H. (2019). Institutional determinants of R&D 

investment: Evidence from emerging markets. Technol Forecast Soc, 138:34–

44. 

Alam, I., & Quazi, R. (2003). Determinants of capital flight: an econometric case 



58 Journal of Business Studies, University of Rajshahi 
JBS-ISSN 2303-9884 

Volume 14, No. 1, pp. 36-67 (Published in December 2024) 

study of Bangladesh. Int Rev Appl Econ, 17(1):85–103. 

Al-Sadig, A. (2013). The effects of foreign direct investment on private domestic 

investment: Evidence from developing countries. Empir. Econ, 44, 1267–1275.  

Amal, M., Tomio, B. T., & Raboch, H. R. (2010). Determinants of Foreign Direct 

Investment in Latin America. Journal of Globalization, Competitiveness and 

Governability, 4(3): 116–33.  

An, H., Razzaq, A., Nawaz, A., Noman, S. M., & Khan, S. A. R. (2021). Nexus 

between green logistic operations and triple bottom line: evidence from 

infrastructure-led Chinese outward foreign direct investment in Belt and Road 

host countries. Environmental Science and Pollution Research, 28(37):51022–

45. 

Ali, F.A., Fiess, N. & MacDonald, R. (2010). Do Institutions Matter for Foreign 

Direct Investment? Open Economies Review, 21, 201-219. 

Andersen, M. R., Kett, B. R., von Uexkull, E. (2017). Corporate tax incentives and 

FDI in developing countries. World Bank 

Asamoah, M. E., Adasi, C. K. D., Alhassan, A. L. (2016). Macroeconomic 

uncertainty, foreign direct investment and institutional quality: evidence from 

sub-Saharan Africa. economic system, vol 40, pp 612–621. 

Asiamah, M., Ofori, D., & Aful, J. (2019). Analysis of the determinants of foreign 

direct investment in Ghana. J Asian Bus Econ Stud, 26(1):56–75. 

Asiedu, Elizabeth. (2006). Foreign direct investment in Africa: The role of natural 

resources, market size, government policy, institutions and political instability. 

The World Economy, 29: 63–77. 

Asongu, S., Akpan, U. S., & Isihak, S. R. (2014). Determinants of foreign direct 

investment in fast-growing economies: evidence from the BRICS and MINT 

countries. Financial Innov. 4 (1), 1–17. 

Avioutskii, V., & Tensaout, M. (2020). Comparative analysis of FDI by Indian and 

Chinese MNEs in Europe. European Business Review, 32(5):893–907. 

Aziz, O. G., & Mishra, A. V. (2016). Determinants of FDI inflows to Arab 

economies. J Int Trade Econ Dev, 25(3):325–356. 

Bénassy-Quéré, A., Fontagné, L., & Lahrèche-Révil, A. (2001). Exchange-Rate 

Strategies in the Competition for Attracting Foreign Direct Investment. Journal 

of the Japanese and International Economies, 15(2), 178–198. 

Bano, S., Zhao, Y., Ahmad, A., Wang, S., & Liu, Y. (2019). Why did FDI inflows 

of Pakistan decline? From the perspective of terrorism, energy shortage, 

financial instability, and political instability. Emerg Mark Financ Trade, 

55(1):90–104. 

BIDA. (2022). Bangladesh Investment Handbook. BIDA Publications, Dhaka. 

Bilgili, F., Tuluce, N. S., & Doğan, I. (2012). The determinants of FDI in Turkey: 



Journal of Business Studies, University of Rajshahi 59 

JBS-ISSN 2303-9884 

Volume 14, No. 1, pp. 1-35 (Published in December 2024) 
 

A Markov regime-switching approach. Econ Model, 29(4):1161–1169. 

Boateng, A., Hua, X., Nisar, S., & Wu, J. (2015). Examining the determinants of 

inward FDI: evidence from Norway. Econ Model, 47:118–127. 

Blanc-Brude, F., Cookson, G., Piesse, J., & Strange, R. (2014). The FDI location 

decision: distance and the effects of spatial dependence. Int Bus Rev, 

23(4):797–810. 

Blonigen, B. A., & Piger, J. (2014). Determinants of foreign direct investment. 

Can J Econ, 47(3):775–812. 

Blundell, R., & Bond, S. (1998). Initial conditions and moment restrictions in 

dynamic panel data models. J Econ, 87(1):115–143. 

Buchanan, G., Le, Q. V. & Rishi, M. (2012). Foreign Direct Investment and 

Institutional Quality: Some Empirical Evidence. International Review of 

Financial Analysis, 21, 81-89. 

Busse, M., & Carsten, H. (2007). Political risk, institutions and foreign direct 

investment. European Journal of Political Economy 23: 397–415. 

Canh, N. P., Binh, N. T., Thanh, S. D., & Schinckus, C. (2019). Determinants of 

foreign direct investment inflows: The role of economic policy uncertainty. 

International Economics. 

Cavusoglu, B., & Alsabr, M. (2017). An ARDL co-integration approach to 

inflation, FDI and economic growth in Libya. J Adv Res Law Econ, 8:2373. 

Ceviş, I., & Camurdan, B. (2007). The economic determinants of foreign direct 

investment in developing countries and transition economies. Pak Dev Rev, 

46(3):285–299. 

Chandra, T. A., Handoyo, R. D. (2020). Determinants of foreign direct investment 

in 31 Asian countries for the 2002–2017 period. Contemporary Economics, 

14(4):563–78. 

Chen, H. J. (2018). Innovation, FDI, and the long-run effects of monetary policy. 

Rev Int Econ, 26(5):1101– 1129. 

Chenaf-Nicet, D., & Rougier, E. (2016). The effect of macroeconomic instability 

on FDI flows: a gravity estimation of the impact of regional integration in the 

case of Euro-Mediterranean agreements. Int Econ, 145:66–91. 

Contractor, F. J., Dangol, R., Nuruzzaman, N., & Raghunath, S. (2020). How do 

country regulations and business environment impact foreign direct investment 

(FDI) inflows? Int Bus Rev, 29(2):101640. 

Culem, C. G. (1988). The locational determinants of direct investments among 

industrialized countries. Eur Econ Rev, 32:885–904. 

Daude, C., & Stein, E. (2007). The quality of institutions and foreign direct 

investment. Econ Polit, 19(3):317–344. 

de Angelo, C. F., Eunni, R. V., & Fouto, N. M. (2010). Determinants of FDI in 



60 Journal of Business Studies, University of Rajshahi 
JBS-ISSN 2303-9884 

Volume 14, No. 1, pp. 36-67 (Published in December 2024) 

emerging markets: evidence from Brazil. Int J Commerce Manag, 20(3):203–

216. 

Deseatnicov, I., & Akiba, H. (2016). Exchange rate, political environment and FDI 

decision. Int Econ, 148:16– 30. 

Donath, L., Miloş, L. R., Miloş, M. C. (2020). New empirical evidence on the 

drivers of foreign direct investment in the European Union countries. 

Ekonomicky´ časopis, 68(1):69–84. 

Du, L., Harrison, A., & Jeferson, G. (2014). FDI spillovers and industrial policy: 

the role of tariffs and tax holidays. World Dev, 64:366–383. 

Dunning, J. H. (1988). The eclectic paradigm of international production: a 

restatement and some possible extensions. J Int Bus Stud, 19(1):1–31. 

Dunning, J. H. (2006). Towards a new paradigm of economic development: 

implications for the determinants of international business activity. 

Transnational Corporations, 15(1):173–227. 

Economou, F. (2019). Economic freedom and asymmetric crisis effects on FDI 

inflows: the case of four South European economies. Res Int Bus Finance, 

49:114–126. 

Fazio, G., & Talamo, G. M. C. (2008). How “attractive” is good governance for 

FDI? In: Jay Choi J, Dow S (eds) Institutional approach to global corporate 

governance: business systems and beyond (international finance review, 

volume 9). Emerald Group Publishing Limited, pp 33–54. 

Fedderke, J. W., & Romm, A. T. (2006). Growth impact and determinants of 

foreign direct investment into South Africa, 1956–2003. Econ Model, 

23(5):738–760. 

Fernandez, M., & Joseph, R. (2016). UAE the attractive FDI destination in the 

Middle East. International Research Journal of Finance and Economics 

(153):55–73. 

Fernandez, M., Shubaisi, A. M., & Joseph, R. (2020). Examination of potentialities 

of Vietnam as FDI destination. Journal of Economics and Business, 3(3):980–

94. 

Gani, A. (2007). Governance and foreign direct investment links evidence from 

panel data estimations. Appl Econ Lett, 14:753–756. 

Gastanaga, V. M., Jeffrey, B. N., & Bistra, P. (1998). Host country reforms and 

FDI inflows: How much difference do they make? World Development, 26: 

1299–314. 

Giroud, A., & Ivarsson, I. (2020). World Investment Report 2020: International 

production beyond the pandemic Vol. 3.  
Globerman, S., & Shapiro, D. (2002). Global foreign direct investment flows: the 

role of governance infrastructure. World Dev, 30(11):1899–1919. 



Journal of Business Studies, University of Rajshahi 61 

JBS-ISSN 2303-9884 

Volume 14, No. 1, pp. 1-35 (Published in December 2024) 
 

Gunawardhana, C. S., & Damayanthi, N. M. M. (2020). Determinants of Foreign 

Direct Investment and its impact on Economic Growth: Evidence from South 

Asian Association for Regional Corporation (SAARC) Countries. Kelaniya J. 

Manag, 8, 67. 

Harms, P., & Ursprung, H. W. (2002). Do civil and political repression really boost 

foreign direct investments? Econ Inq, 40(4):651–663. 

Hoff, K., & Stiglitz, J. E. (2005). The creation of the rule of law and the legitimacy 

of property rights: the political and economic consequences of a corrupt 

privatization, policy research working paper series 3779. The World Bank, 

Washington DC. 

Hossain, S., & Ahmed, N. I. (2018). Impact of selected determinants on foreign 

direct investment in Bangladesh: an empirical study based on panel data. 

Journal of Applied Business and Economics, 20(7):152–67. 

Hossain, M. R. (2021). Inward foreign direct investment in Bangladesh: Do we 

need to rethink about some of the macro-level quantitative determinants? SN 

Bus Econ, 1(3):1. 

Hussain, M. E., & Haque, M. (2016). Foreign direct investment, trade, and 

economic growth: an empirical analysis of Bangladesh. Economies, 4(2):7. 

Hossain, & Rahman. (2017). Does Governance Facilitate Foreign Direct 

Investment in Developing Countries? International Journal of Economics and 

Financial Issues, 7, 164-177. 

Hunady, J., & Orviska, M. (2014). Determinants of foreign direct investment in 

EU countries–do corporate taxes really matter? Procedia Econ Finance, 

12:243–250. 

IADB. (2001). The Business of Growth. Economic and Social Progress in Latin 

America. 2001 Report. Washington, DC: Johns Hopkins University Press. 

Ibrahim, O. A., & Abdel-Gadir, S. E. (2015). Motives and determinants of FDI: a 

VECM analysis for Oman. Glob Bus Rev, 16(6):936–946. 

Ibrahim, O. A., Devesh, S., & Shaukat, M. (2020). Institutional determinants of 

FDI in Oman: Causality analysis framework. Int J Finance Econ. 

Jaiblai, P., & Shenai, V. (2019). The determinants of FDI in sub-Saharan 

economies: A study of data from 1990–2017. Int J Financ Stud, 7(3):43. 

Jensen, N. M. (2003). Democratic governance and multinational corporations: 

Political regimes and inflows of foreign direct investment. International 

Organization, 57: 587–616. 

Jones, C., & Temouri, Y. (2016). The determinants of tax haven FDI. J World Bus, 

51(2):237–250. 

Kaufmann, D., Kraay, A., & Mastruzzi, M. (2007). Governance matters VI: 

governance indicators for 1996-2006. WB, pp 42–80. 



62 Journal of Business Studies, University of Rajshahi 
JBS-ISSN 2303-9884 

Volume 14, No. 1, pp. 36-67 (Published in December 2024) 

Khadaroo, A. J., & Seetanah, B. (2010). Transport infrastructure and foreign direct 

investment. J Int Dev, 22:103–123. 

Kleineick, J., Ascani, A., & Smit, M. (2020). Multinational investments across 

Europe: a multilevel analysis. Rev Reg Res, 40(1):67–105. 

Kinda, T. (2018). The quest for non-resource-based FDI: Do taxes matter? 

Macroecon Finance Emerg Market Econ, 11(1):1–8. 

Kishor, N., & Singh, R. P. (2015). Determinants of FDI and its impact on BRICS 

countries: a panel data approach. Transnatl Corp Rev, 7(3):269–278. 

Koopmans, T. C. (1965). On the concept of optimal economic growth. In: Study 

week on the econometric approach to development planning. North-Holland, 

Amsterdam, pp 225–300. 

Kravis, I. B., & Lipsey, R. (1982). The location of overseas production and 

production for exports by U.S. multinational firms. J Int Econ, 12:201–223. 

Kumari, M., & Bharti, N. (2021). Does bureaucracy affect the outcome of logistics 

performance? Empirical evidence from South Asia. American Journal of 

Business, 36(1):84–102. 

Kurtović, S., Maxhuni, N., Halili, B., & Talović, S. (2020). The determinants of 

FDI location choice in the Western Balkan countries. Post-Communist Econ, 

32(8):1089–1110. 

Kurul, Z., & Yalta, A. Y. (2017). Relationship between institutional factors and 

FDI flows in developing countries: new evidence from dynamic panel 

estimation. Economies, 5 (2). 

Lipsey, R. E. (2001). Foreign direct investors in three financial crises. NBER 

Working Paper No. 8084. National Bureau of Economic Research, Cambridge. 

Lipsey, R. E. (2001). Interpreting Developed Countries' Foreign Direct Investment. 

Invest. Today World Tomorrow, 3, 285–325.  

Li, Q., & Adam, R. (2003). Reversal of fortunes: Democratic institutions and 

foreign direct investment inflows to developing countries. International 

Organization, 57: 175–211. 

Liu, H., Islam, M. A., Khan, M. A., Hossain, M.I., & Pervaiz, K. (2020). Does 

financial deepening attract foreign direct investment? Fresh evidence from 

panel threshold analysis. Res Int Bus Finance, 53:101198. 

Lucke, N., & Eichler, S. (2016). Foreign direct investment: the role of institutional 

and cultural determinants. Appl Econ 48(11):935–956. 

Lucas, R. (1993) On the determinants of direct foreign investment: evidence from 

East and Southeast Asia. World development, 21 (3), 391–406. 

Lysandrou, P., Solomon, O. H., & Goda, T. (2016). The differential impact of 

public and private governance institutions on the different modes of foreign 

investment. International Review of Applied Economics, 30 (6):729–46. 



Journal of Business Studies, University of Rajshahi 63 

JBS-ISSN 2303-9884 

Volume 14, No. 1, pp. 1-35 (Published in December 2024) 
 

Mahbub, T., & Jongwanich, J. (2019). Determinants of foreign direct investment 

(FDI) in the power sector: a case study of Bangladesh. Energy Strategy Rev, 

24:178–192. 

Mahmood, H. (2018). An investigation of macroeconomic determinants of FDI 

inflows in Bangladesh. Acad Account Financ Stud J, 22(1):1–7 

Mallampally, P., & Sauvant, K. P. (1999). Foreign Direct Investment in 

Developing Countries. Finance and Development, 36, 1. 

Martı,´ L., Puertas, R., & Garcı´a, L. (2014). The importance of the Logistics 

Performance Index in international trade. Applied Economics, 46(24):2982–92. 

Meier, L., (2006). Factors driving U. S foreign direct investment. Washington 

University in ST. Louis, Center for Research in Economics & Strategy, USA. 

Mengistu, A. A., Adhikary, B. K. (2011). Does good governance matter for FDI 

inflows? Evidence from Asian economies. Asia Pac Bus Rev, 17:281–299. 

Mishra, B., & Jena, P. (2019). Bilateral FDI flows in four major Asian economies: 

a gravity model analysis. J Econ Stud, 46(1):71–89. 

Mostafa, M. M. (2020). Impacts of inflation and exchange rate on foreign direct 

investment in Bangladesh. Int J Sci Bus, 4(11):53–69. 

Mourao, P. R. (2018). What is China seeking from Africa? An analysis of the 

economic and political determinants of Chinese Outward Foreign Direct 

Investment based on Stochastic Frontier Models. China Econ Rev, 48:258–268. 

Nasrin, S., Baskaran, A., & Muchie, M. (2010). Major determinants and 

hindrances of FDI inflow in Bangladesh: perceptions and experiences of 

foreign investors and policymakers. In GLOBELICS-8th International 

Conference. Making Innovation Work for Society: Linking, Leveraging and 

Learning, Nov 1, (p. 1–3). 

Nazir, M.S., Hafeez, Q., & U-Din, S. (2020). Did reduction in corporate tax rate 

attract FDI in Pakistan? Int J Finance Econ. 

Ndou, V., Schiuma, G., & Passiante, G. (2019). Towards a framework for 

measuring creative economy: evidence from Balkan countries. Measuring 

Business Excellence, 23(1):41. 

Nguyen, T. V. H. & Cao, T. H. V. (2015). The Impact of Institutional Quality on 

Foreign Direct Investment (FDI) Inflows to Vietnam. 

Nondo, C., Kahsai, M. S. & Hailu, Y. G. (2016). Does Institutional Quality Matter 

in Foreign Direct Investment? Evidence from Sub-Saharan African Countries. 

African Journal of Economic and Sustainable Development, 5, 12-30. 

North, D.C., & Thomas, R.P. (1973). The rise of the western world: a new 

economic history. Cambridge University Press, Cambridge. 

North, D. (1990). Institutions, institutional change, and economic performance. 

London: Cambridge University Press. 



64 Journal of Business Studies, University of Rajshahi 
JBS-ISSN 2303-9884 

Volume 14, No. 1, pp. 36-67 (Published in December 2024) 

Nupehewa, S., Liyanage, S., Polkotuwa, D., Thiyagarajah, M., Jayathilaka, R., & 

Lokeshwara, A. (2022). More than just investment: Causality analysis between 

foreign direct investment and economic growth. PLOS ONE, 17(11):e0276621. 

OECD. (2022). OECD International Direct Investment Statistics 2021. OECD 

Publishing, Paris, https://doi.org/10.1787/deedc307-en. 

OECD. (2012). Attracting Foreign Direct Investment for Development. Paper 

presented at the Global Forum on International Investment, Shanghai, China, 

December 5–6. 

Okada, K. (2013). The interaction effects of financial openness and institutions on 

international capital flows. Journal of Macroeconomics, 35: 131–43. 

Okafor, G., Piesse, J., & Webster, A. (2017). FDI determinants in least recipient 

regions: the case of sub-Saharan Africa and MENA. Afr Dev Rev, 29(4):589–

600. 

Osabutey, E.L., & Okoro, C. (2015). Political risk and foreign direct investment in 

Africa: the case of the Nigerian telecommunications industry. Thunderbird Int 

Bus Rev, 57(6):417–429. 

Paul, J., & Jadhav, P. (2019). Institutional determinants of foreign direct 

investment inflows: evidence from emerging markets. Int J Emerg Mark, 

15(2):245–261. 

Peres, M., Ameer, W., Xu, H. (2018). The impact of institutional quality on foreign 

direct investment inflows: evidence for developed and developing countries. 

Econ Res, 31(1):626–644. 

Pinto, P.M., & Zhu, B. (2013). Fortune or Evil? The Effects of Inward Foreign 

Direct Investment on Corruption. 1-59.  

Qamruzzaman, M., Karim, S., & Wei, J. (2019). Does asymmetric relation exist 

between exchange rate and foreign direct investment in Bangladesh? Evidence 

from nonlinear ARDL analysis. J Asian Finance Econ Bus, 6(4):115–128. 

Rashid, M., Looi, X. H., & Wong, S. J. (2017). Political stability and FDI in the 

most competitive Asia Pacifc countries. J Financ Econ Policy, 9(2):140–155. 

Rjoub, H., Aga, M., Abu, A. A., & Bein, M. (2017). Financial reforms and 

determinants of FDI: evidence from landlocked countries in Sub-Saharan 

Africa. Economies, 5(1):1. 

Saadatmand, Y., & Choquette, J. (2012). Neo-liberal policy and foreign direct 

investment in Africa. Int J Bus Soc Sci, 3(17):1–8. 

Sabir, S., & Khan, A. (2018). Impact of political stability and human capital on 

foreign direct investment in East Asia & Pacific and south Asian countries. 

Asian J Econ Model, 6(3):245–256. 

Sabir, S., Rafque, A., & Abbas, K. (2019). Institutions and FDI: evidence from 

developed and developing countries. Financ Innov, 5(1):1–20. 



Journal of Business Studies, University of Rajshahi 65 

JBS-ISSN 2303-9884 

Volume 14, No. 1, pp. 1-35 (Published in December 2024) 
 

Sabir, S., & Zahid, K. (2012). Macroeconomic policies and business cycle: the role 

of institutions in selected SAARC countries. Pak Dev Rev, 51(4):147–160. 

Sadekin, M., Muzib, M., Al Abbasi, A.A. (2015). Contemporary situation of FDI 

and its determinants: Bangladesh scenario. Am J Trade Policy, 2(2):121–124. 

Saidi, S., Mani, V., Mefteh, H., Shahbaz, M., & Akhtar, P. (2020). Dynamic 

linkages between transport, logistics, foreign direct Investment, and economic 

growth: Empirical evidence from developing countries. Transportation 

Research Part A: Policy and Practice. 141:277–93. 

Saleem, H., Shabbir, M. S., Khan, B., Aziz, S., Husin, M. M., & Abbasi, B. A. 

(2020). Estimating the key determinants of foreign direct investment flows in 

Pakistan: new insights into the co-integration relationship. South Asian J Bus 

Stud, 10(1):91–108. 

Sarker, B., & Khan, F. (2020). Nexus between foreign direct investment and 

economic growth in Bangladesh: an augmented autoregressive distributed lag 

bounds testing approach. Financ Innov, 6(1):10. 

Seetanah, B., & Rojid, S. (2011). The determinants of FDI in Mauritius: a dynamic 

time series investigation. Afr J Econ Manag, 2(1):24–41. 

Shah, M. H., & Khan, Y. (2016). Trade liberalization and FDI inflows in emerging 

economies. Bus Econ Rev, 8(1):35–52. 

Shah, M. H. (2014). The significance of infrastructure for FDI inflow in 

developing countries. Journal of Life Economics, 1(2):1–16. 

Shah, M. H. (2017). The effect of macroeconomic stability on inward FDI in 

African developing countries. Journal of Business Studies Review, 1(1):1–11. 

Shah, M. H., & Afridi, A. G. (2015). Significance of Good Governance for FDI 

Inflows in SAARC Countries. Business & Economic Review, 7(2):31–52. 

Sharma, R., & Kautish, P. (2020). Examining the nonlinear impact of selected 

macroeconomic determinants on FDI inflows in India. J Asia Bus Stud, 

14(5):711–733. 

Siddiqui, A. A., & Vita, S. (2019). Impact of logistics performance on trade with 

specific reference to government sector in Cambodia, Bangladesh and India. 

Global Business Review, 22(2):517–31. 

Soh, K., Wong, W., & Tang, C. (2021). The role of institutions at the nexus of 

logistic performance and foreign direct investment in Asia. Asian Journal of 

Shipping and Logistics, 37(2):165–73. 

Solow, R. M. (1956). A contribution to the theory of economic growth. Q J Econ, 

70(1):65–94.  
Souza, R., Goh, M., Qing, L., & Garg, M. (2010). Logistics capability as a factor 

in foreign direct investment location choice: The Logistics Institute–Asia 

Pacific. 



66 Journal of Business Studies, University of Rajshahi 
JBS-ISSN 2303-9884 

Volume 14, No. 1, pp. 36-67 (Published in December 2024) 

Subasat, T., & Bellos, S. (2013). Governance and Foreign Direct Investment in 

Latin America: A Panel Gravity Model Approach. Latin America Journal of 

Economics, 50(1), 107–131.  

Suhendra, I., Istikomah, N., & Anwar, C. J. (2022). On Foreign Direct Investment 

from the ASEAN-8 Countries: A Panel Data Estimation. Wseas Transactions 

On Business And Economics, 19:150–60. 

Tang, C. F., Yip, C. Y., & Ozturk, I. (2014). The determinants of foreign direct 

investment in Malaysia: a case for electrical and electronic industry. Econ 

Model, 43:287–292. 

Te Velde, D., & Morrissey, O. (2004). Foreign direct investment, skills and wage 

inequality in East Asia. J Asia Pac Econ, 9(3):348–369. 

Temiz, D., & Gokmen, A. (2014). FDI inflow as an international business 

operation by MNCs and economic growth: an empirical study on Turkey. Int 

Bus Rev, 23(1):145–154. 

Tondl, G., & Fornero, J. A., (2010). Sectoral productivity and spillover effects of 

FDI in Latin America, FIW Working Paper Series 053. 

Tolentino, P. E. (2010). Home country macroeconomic factors and outward FDI of 

China and India. J. Int. Manag. 16, 102–120. 

Ullah, I., Khan, M. A. (2017). Institutional quality and foreign direct investment 

inflows: evidence from Asian countries. J Econ Stud, 44(5):833–860. 

UNCTAD. (2022). World Investment Report 2022. 

doi: https://doi.org/10.18356/8a599f63-en 

UNCTAD. (2015). World Investment Report 2015: Reforming International 

Investment Governance. doi:https//unctad_wir_2015-en.  

Vi Dũng, N., BíchThủy, Đ. T., NgọcThắng, N. (2018). Economic and non-

economic determinants of FDI inflows in Vietnam: a sub-national analysis. 

Post-Communist Econ, 30(5):693–712. 

Vukmirović, V., Kostić-Stanković, M., Pavlović, D., Ateljević, J., Bjelica, D., & 

Radonić, M. (2020). Foreign direct investments’ impact on economic growth in 

Serbia. Journal of Balkan and Near Eastern Studies, 23(1):122–43. 

Wei, S. J. (2000). How taxing is corruption on international investors? Review of 

Economics and Statistics 82:1–11. 

Wernick, D. A., Haar, J., & Sharma, L. (2014). The Impact of Governing 

Institutions on Foreign Direct Investment Flows Evidence from African 

Nations. International Journal of Business Administration, 5(2), 1-12.   
Wheeler, D., & Ashoka, M. (1992). International investment location decisions: 

The case of US firms. Journal of International Economics, 33: 57–76. 

World Bank. (2013). World development indicators, World Bank database, 

Washington DC. 



Journal of Business Studies, University of Rajshahi 67 

JBS-ISSN 2303-9884 

Volume 14, No. 1, pp. 1-35 (Published in December 2024) 
 

World Investment Report. (2015): Reforming International Investment 

Governance. United Nation, New York and Geneva 

World Economic Forum. (2022). Annual Report 2022-23. www.weforum.org 

Xing, Y. (2006). Exchange Rate Policy and the Relative Distribution of FDI 

Among Host Countries. BOFIT Discussion Paper No. 15/2006. 

Yadav, D. K., Pant, M., & Seth, N. (2020). Analyzing enablers of knowledge 

management in improving logistics capabilities of Indian organizations: a 

TISM approach. Journal of Knowledge Management, 24 (7):1559–84. 

Yahia, Y. E., Haiyun, L., Khan, M. A., Sadaqat, S., & Islam, M. A. (2018). The 

Impact of Foreign Direct Investment on Domestic Investment: Evidence from 

Sudan. Int. J. Econ. Financ Issues 8, 11–20.  

Zeshan, A., & Talat, A. (2015). Impact of Governance Indicators on FDI Inflows: 

Empirical Evidence from Pakistan. Caspian Journal of Applied Sciences 

Research, 3(1), 16-23.  

Zidi, & Ali. (2016). Foreign Direct Investment (FDI) and Governance: The Case of 

MENA. Journal of Research in Business, Economics and Management, 5, 598-

608. 

Zhang, H., & Yang, X. (2016). Trade-related aspects of intellectual property rights 

agreements and the upsurge in foreign direct investment in developing 

countries. Econ Anal Policy, 50:91–99. 
 

 


