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Abstract

People, corporations, and governments have all come together as a result of globalisation. A new era of global
interconnectedness and increased economic integration has been ushered in as a result. This expanding
economic interconnectedness is supported by the free flow of capital, commerce, and technology diffusion on
a global scale.Cross-border trade opening has largely served as a crucial conduit for connecting economies
together and has been made necessary by nations looking for economic progress through overseas commerce.
However, more recently, foreign direct investment and other international financial and capital movements—
in particular—have grown to play a key role in the development of the world's integrated economy. Foreign
direct investment flows are progressively supporting economic interconnectedness. Exporting operations start
a company's internationalisation process, which is then accelerated by foreign direct investment in production

abroad.
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Introduction

Foreign direct investment (FDI) denotes a type of capital transfer involving a shift in the ownership structure
of businesses or other operations across nations. When a business invests foreign direct investment (FDI), it
might either start-up operations abroad or buy stock in an already-existing foreign business. Through these
actions, FDI develops resident ownership of foreign enterprises and fosters long-term economic links between
investing entities from the home economies (where these enterprises are domiciled) and the host economies'
businesses and enterprises. Foreign direct investment is a component of the global activities of organisations
like Multinational Enterprises (MNESs), also known as Transnational Corporations (TNCs) or Multinational
Corporations (MNCs). MNEs are businesses that own and manage the production of goods and service other

nations outside their own, where they have their legal domicile. The expansion of MNE operations

Copyright@ijermt.org Page 41


mailto:editor@ijermt.org
http://www.ijermt.org/
mailto:pradipsaikia540@gmail.com

International Journal of Engineering Research & Management Technology ISSN: 2348-4039

Email:editor@ijermt.org Volume 9, Issue-6 November-December- 2022 www.ijermt.org

demonstrates the significance FDI has acquired as a means of economic integration. Companies are investing
more quickly in foreign direct investments as they become aware of the benefits that come with doing business
abroad. The investing companies gain a variety of direct and indirect advantages when domestic MNEs expand
internationally. Firms stand to gain various intangible assets, such as more information, managerial capacities,
skills, expertise, etc., from operating in foreign markets in addition to the cash benefits from earnings overseas

markets.

Review of Literature

Foreign portfolio investments were the focus of prior to the 1950s' analysis and consideration of foreign direct
investment (FDI) (FPI). Based on the ideas of capital movement and portfolio investment, the process of FDI
was described and analysed. Early economic theory primarily overlooked foreign direct investment and only
provided an explanation within the conventional framework of global capital flows. The neo-classical
paradigm dominated International Economic Theory up until the late 1960s. These neo-classical ideas placed
FDI within the framework of the perfect market paradigm and claimed that the process of capital transfer
between nations is driven by the variance in interest rates. Control, a crucial component of direct investing that
fundamentally sets it apart from portfolio investment, was not discussed. Therefore, these models were unable
to distinguish between FDI and FPI. FDI had huge development in the 1950s and 1960s, and it wasn't until the
early 1960s that interest in FDI's causes began to increase. The neo-classical notion of perfect competition was
abandoned in the theoretical framework that came after. According to these views on how businesses operate
internationally, a company's decision to invest overseas was dependent upon the existence of certain
advantages and assets that it sought to use abroad through foreign manufacturing (Caves, 1971; Dunning, 1977,
1980; Hymer, 1976; Vernon, 1966).

However, this asset-exploitation viewpoint was based on the global experience of more developed nations.
MNEs from emerging markets have taken a different road to internationalisation than their more developed
peers. Businesses from these nations have distinctive traits that set their internationalisation pattern apart from
those of industrialised nations due to the comparatively underdeveloped economic and institutional
environments they operate in at home. Their internationalisation is influenced by a wide range of complicated
elements, including access to markets, knowledge and technology, the search for resources, the purchase of

brands, organisational expertise, and a desire to become global leaders in their particular industries.

Emerging economies have a particular institutional structure and a special set of advantages. The level of output
and competition varies greatly.

Copyright@ijermt.org Page 42


mailto:editor@ijermt.org
http://www.ijermt.org/

International Journal of Engineering Research & Management Technology ISSN: 2348-4039

Email:editor@ijermt.org Volume 9, Issue-6 November-December- 2022 www.ijermt.org

Between businesses from established and emerging markets. These businesses strive to increase their
assets through foreign production since they have essentially little assets and considerably inferior managerial,
organisational, and technological capabilities. Their international growth is not predicated on prior resource
ownership. Therefore, rather than focusing on asset exploitation, developing market companies' expansion
motivations are more of the asset-seeking or knowledge-seeking variety (Kedia, Gaffney, &Clampit, 2012;
Luo& Tung, 2010; Nayyar, 2008). A growing body of scholarly work aiming at completing or enhancing the
existing ideas or developing new views has been inspired by this distinctive pattern of internationalisation by
Emerging-market Multinational Enterprises (EMNES).

According to Kindleberger (1969), monopolistic power served as the foundation for his FDI thesis. According
to Kindleberger's view, only unfavourable market conditions allow MNCs to take advantage of their
advantages, such as their better technology, managerial know-how, patents, etc. A company with these
advantages will choose to invest in foreign markets and profit from them rather than share them with potential
competitors there and lose out on potential monopolistic earnings.

Statement of the Problem

A study of the locational preferences of BRICS MNE activities has shown that a significant portion of their
overseas investment travels to tax haven and conduit nations. Tax evasion and round-tripping of investments
are the main drivers of investment into these nations. As these nations are the main recipients of OFDI from
the BRICS nations, their presence may have had an impact on our analysis of host-country factors. To conduct
this study.

An analysis can be performed by excluding tax havens and other tax-friendly nations and concentrating on
other host countries in order to go forward and to better understand what other factors, aside from those
affecting taxation, must affect OFDI from these economies. Additionally, the ramifications of bilateral
investment treaties and agreements between each of the BRICS countries and other signatories can be
investigated, as well as their impact on the outflows of foreign direct investment to those specific host

countries.

Significance of the Study

Economic integration and growth are both viewed as being significantly aided by the international expansion
of businesses through the use of OFDI. The majority of countries throughout the world have acknowledged its
significance and are actively assisting their TNCs' internationalisation efforts. This is particularly true for
developing nations and nations that are transitioning. Emerging as new sources of FDI are developing and

transition economies, which have a goal of establishing and enhancing their global footprint. A group of five
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nations known as BRICS—Brazil, Russia, India, China, and South Africa—representing some of the world's
fastest-growing economies is particularly significant in this context. These nations are a part of a group that is
frequently referred to as "emerging market nations" or "emerging countries,” phrases that are used to describe
a number of developing and transitional economies that are experiencing significant economic growth and are
headed toward becoming advanced economies. The BRICS nations are considered as emerging as key global
powers with significant political and economic impact in the changing global landscape. One of these nations'
standout characteristics is their quick rise to prominence as important FDI sources. According to UNCTAD
FDI Statistics (2019), the BRICS made up 16.6% of all worldwide OFDI in 2018, with a total flow of US$169
billion. In 2000, this share was a pitiful 0.61%. The current study aims to analyse outward foreign direct
investment from the BRICS nations and examine its growth, pattern, and other characteristics in order to better
understand OFDI patterns from emerging countries, in recognition of the growing importance that emerging
market MNEs (or EMNEsS), particularly from five BRICS nations, have gained in the international capital
movement. Charts and pie diagrams, among other suitable diagrammatic representations, have been used to
analyse data. With a panel data set spanning the years 1991 to 2017, the study also investigates the factors
influencing OFDI from the BRICS. (However, with regard to the remaining portions of the study, every effort
has been made to include the most recent data as and when it has emerged during the investigation.) To find
home-country and host-country factors, the study runs the Panel Least Squares regression using the EViews
software package. The time frame is essential since most of the BRICS countries underwent significant changes
to their internal and international policy environments, and most of them started opening up their economies,
in the 1990s. China and other newly industrialising nations were major worldwide investors throughout the

timeframe In the 1990s, Brazil moderately liberalised its commerce.
Objective of the Study

The set of precise goals that served as a guide for the investigation reported in the study are as follows:

1. To assess the BRICS nations' relative performance.

2. To examine the development and shifting trends in the sectorial makeup and geographic distribution of
OFDI from the BRICS nations.

3. Research the numerous country-specific factors that influence OFDI from the BRICS nations.

4. To analyse various factors influencing OFDI from the BRICS in the host country.

5. Toresearch the OFDI public policies in the BRICS nations.

Hypothesis

The following is the contribution we gave to the study:
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1. An effort has been made to create a better and more thorough classification system so that we can better

3.

understand the operation and theoretical concept of various types and types of entry systems.
Provide us with a better strategy or model that will help us choose the best entry system by providing
the proper understanding and direction.

An effort has been made to offer a thorough review of the alternate access system's effectiveness.

Research Methodology

Inordertoachievetheabovestatedobjectives, theinstrumentsusedinthe studyare:

1.
2.

3.

Literature Survey

BRICSCountries:ComparativePerformance

It also analyses the locational preference as well as sectorialdistributionof OFDI fromBRICS.

Some pull and push elements might be perceived as having an impact on a company's decision to
expand its operations into foreign markets.

The relevance of external FDI as a means of enhancing the firms' global competitiveness is being

recognized by the governments of the emerging economies more and more.

Conclusions

MNEs from developing economies are driven by motivations that are distinct from those that drive businesses

from established nations to make international investments. Even though they only serve as the beneficiaries

of foreign cash, emerging economies have long been significant participants in global capital flows. But in

recent years, they have started to become more significant as foreign investors. This has coincided with the

economic expansion that these nations have seen over time, as well as the economic and structural adjustments

brought about by the different reforms that the majority of these nations implemented in the 1990s.
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