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Abstract 

Purpose: The aim of the study was to investigate the 

impact of foreign direct investment (FDI) on economic 

growth: a study of Brazil 

Methodology: This study adopted a desk 

methodology. A desk study research design is 

commonly known as secondary data collection. This 

is basically collecting data from existing resources 

preferably because of its low cost advantage as 

compared to a field research. Our current study looked 

into already published studies and reports as the data 

was easily accessed through online journals and 

libraries. 

Findings:  The study on Foreign Direct Investment 

(FDI) and economic growth in Brazil found a positive 

relationship between FDI inflows and GDP growth. 

FDI contributes to capital accumulation, technology 

transfer, and sectoral diversification, enhancing 

competitiveness. However, the impact varies across 

regions and industries, with disparities in spillover 

effects. Targeted policies are needed to maximize FDI 

benefits and promote inclusive growth, addressing 

regional disparities and socio-economic inequalities. 

Unique Contribution to Theory, Practice and 

Policy: Dependency theory, modernization theory & 

institutional theory may be used to anchor future 

studies on the impact of foreign direct investment 

(FDI) on economic growth: a study of Brazil. The 

study should provide practical recommendations for 

firms and corporate boards to enhance their corporate 

governance practices based on empirical findings. The 

study should inform policymakers and regulatory 

authorities about the implications of corporate 

governance regulations on firm performance and 

market competitiveness.  

Keywords: Foreign Direct Investment (FDI) 

Economic Growth 
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INTRODUCTION 

Economic growth, as measured by Gross Domestic Product (GDP), reflects the overall expansion 

of an economy over time. In developed economies such as the United States and Japan, GDP 

growth is typically driven by factors such as technological advancements, productivity gains, and 

consumer spending. For instance, in the United States, the GDP growth rate has shown a relatively 

steady increase over the years, with an average annual growth rate of around 2-3% in recent 

decades (World Bank, 2017). This growth can be attributed to factors such as innovation in 

technology, robust consumer spending, and a dynamic business environment. 

Similarly, in Japan, GDP growth has been characterized by periods of expansion and contraction, 

influenced by factors such as demographic trends, fiscal policies, and global economic conditions. 

For example, Japan experienced a prolonged period of economic stagnation in the 1990s and early 

2000s, often referred to as the "Lost Decade," but has since seen modest growth rates averaging 

around 1-2% annually (Agenor & Montiel, 2013). This growth has been supported by measures 

aimed at stimulating domestic demand and increasing productivity. These examples illustrate the 

complex interplay of various factors in driving economic growth in developed economies. 

In developing economies, such as Brazil and India, GDP growth tends to be more volatile but often 

higher compared to developed economies. For instance, Brazil has experienced periods of rapid 

growth fueled by commodities exports and domestic consumption, with GDP growth rates 

reaching as high as 7.5% in 2010 (World Bank, 2019). However, growth in Brazil has also been 

hampered by structural challenges such as income inequality and fiscal deficits. Similarly, India 

has seen robust GDP growth rates averaging around 6-7% annually over the past two decades, 

driven by factors such as a young and growing population, urbanization, and economic reforms 

(Rajan & Subramanian, 2012). Despite this growth, India faces significant challenges related to 

infrastructure development, regulatory barriers, and income inequality. 

In China, GDP growth has been remarkable over the past few decades, averaging around 6-7% 

annually, although it has moderated in recent years (World Bank, 2018). China's growth has been 

primarily driven by industrialization, export-oriented policies, and massive investments in 

infrastructure. However, the economy is undergoing a structural transformation towards more 

sustainable and consumption-driven growth, with the government focusing on rebalancing the 

economy and reducing reliance on debt-fueled investment. 

Another example is South Africa, where GDP growth has been relatively modest, averaging 

around 1-2% annually over the past decade (World Bank, 2019). South Africa's economy is 

characterized by its reliance on natural resources, such as minerals and metals, as well as a well-

developed financial sector. However, the country faces challenges related to high unemployment, 

income inequality, and policy uncertainty, which have constrained economic growth. Efforts to 

address these challenges include initiatives to improve education and skills development, as well 

as reforms aimed at promoting investment and fostering entrepreneurship. 

In Indonesia, GDP growth has been robust, averaging around 5-6% annually over the past decade 

(World Bank, 2019). This growth has been supported by factors such as a large and increasingly 

urbanized population, abundant natural resources, and ongoing infrastructure development. 

However, Indonesia faces challenges related to income inequality, bureaucratic inefficiency, and 
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environmental degradation, which could potentially hinder sustained economic growth. Efforts to 

address these challenges include initiatives to improve governance, invest in human capital, and 

promote sustainable development practices. 

Moving to Nigeria, Africa's largest economy, GDP growth has been volatile, with periods of rapid 

expansion followed by downturns, largely driven by fluctuations in oil prices (World Bank, 2020). 

Despite being an oil-rich nation, Nigeria faces structural challenges such as inadequate 

infrastructure, weak institutions, and high levels of poverty. Efforts to diversify the economy away 

from oil dependence and promote sectors such as agriculture and manufacturing are underway, but 

progress has been slow. Additionally, socio-political factors such as corruption and insecurity pose 

significant obstacles to sustained economic growth and development in Nigeria. 

In Vietnam, GDP growth has been consistently strong, averaging around 6-7% annually over the 

past decade (World Bank, 2020). Vietnam's economy has been buoyed by factors such as export-

oriented manufacturing, foreign direct investment inflows, and a young and increasingly skilled 

workforce. The government's proactive policies aimed at attracting investment, promoting trade 

liberalization, and investing in infrastructure have contributed to Vietnam's impressive economic 

performance. However, challenges remain, including environmental degradation, income 

inequality, and the need for further institutional reforms to sustain growth and ensure inclusive 

development. 

Turning to Ethiopia, one of the fastest-growing economies in Africa, GDP growth has been 

remarkable, averaging around 8-9% annually over the past decade (World Bank, 2019). Ethiopia's 

growth has been driven by government-led investments in infrastructure, agriculture, and 

manufacturing, as well as strong domestic demand. However, the country faces challenges such as 

limited access to finance, political instability, and vulnerabilities to climate change and natural 

disasters. Efforts to address these challenges include initiatives to improve the business 

environment, expand access to education and healthcare, and strengthen governance and 

institutions to support sustainable and inclusive growth. 

In Bangladesh, GDP growth has been robust, averaging around 6-7% annually over the past decade 

(World Bank, 2020). Bangladesh's economy has been driven by factors such as a large and young 

labor force, a thriving garment industry, and robust remittance inflows. The government has 

implemented policies to support export-oriented industries, invest in infrastructure, and improve 

social welfare programs, contributing to sustained economic growth. However, challenges such as 

inadequate infrastructure, political instability, and vulnerability to natural disasters remain 

significant obstacles to further development. 

Moving to Kenya, GDP growth has been relatively strong, averaging around 5-6% annually over 

the past decade (World Bank, 2019). Kenya's economy benefits from a diverse range of sectors, 

including agriculture, tourism, and services, as well as a dynamic entrepreneurial culture. The 

government has undertaken initiatives to promote investment, enhance infrastructure 

development, and improve access to education and healthcare. However, Kenya faces challenges 

such as corruption, security concerns, and high levels of poverty, which require sustained efforts 

to address in order to achieve more inclusive and sustainable economic growth. 
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In sub-Saharan African economies, GDP growth has been influenced by factors such as natural 

resource extraction, infrastructure development, and external aid. For example, countries like 

Nigeria and Angola have experienced periods of rapid growth driven by oil exports, with GDP 

growth rates exceeding 6-7% during certain periods (African Development Bank Group, 2017). 

However, reliance on commodity exports makes these economies vulnerable to external shocks, 

as evidenced by the economic downturns experienced during periods of falling commodity prices. 

Moreover, sub-Saharan African economies face challenges such as inadequate infrastructure, 

political instability, and low levels of human capital development, which can impede sustained 

economic growth. 

Foreign Direct Investment (FDI) inflows represent a critical component of international capital 

flows, involving the investment by a foreign entity in productive assets within another country. 

FDI inflows can take various forms, including greenfield investments, mergers and acquisitions, 

joint ventures, and strategic partnerships. These inflows contribute to economic growth by 

stimulating domestic investment, enhancing productivity, facilitating technology transfer, and 

creating employment opportunities (UNCTAD, 2021). For instance, when multinational 

corporations establish new production facilities or acquire existing businesses in a host country, 

they bring in capital, managerial expertise, and access to global markets, which can drive 

innovation and efficiency improvements in local industries (Alfaro, 2019). 

Four major types of FDI inflows that are commonly associated with economic growth include 

investments in manufacturing, infrastructure, natural resources, and services sectors. 

Manufacturing FDI inflows often lead to the creation of new industries or the expansion of existing 

ones, which in turn contributes to industrialization, job creation, and export diversification 

(Koopman, 2010). Infrastructure investments, such as those in transportation, telecommunications, 

and energy, play a crucial role in improving connectivity, reducing production costs, and 

enhancing the overall competitiveness of an economy (Calderón & Servén, 2010). FDI inflows in 

the natural resources sector can stimulate exploration and extraction activities, leading to increased 

production and export revenues, although careful management is necessary to avoid adverse 

effects such as resource depletion or environmental degradation (Javorcik, 2004). Finally, 

investments in services sectors such as finance, telecommunications, and tourism can drive growth 

by improving efficiency, expanding access to markets, and fostering innovation and 

entrepreneurship (Brahmbhatt & Hu, 2007). 

Statement of Problem 

Despite the substantial inflows of Foreign Direct Investment (FDI) into Brazil in recent years, 

there remains a gap in understanding the precise impact of these investments on the country's 

economic growth. While Brazil has attracted significant FDI across various sectors, including 

manufacturing, infrastructure, and natural resources, questions persist regarding the effectiveness 

of these investments in stimulating sustainable economic growth. Moreover, the evolving global 

economic landscape, marked by increasing competition for FDI and changing regulatory 

environments, necessitates a comprehensive investigation into the relationship between FDI and 

economic growth in Brazil.  According to data from the Central Bank of Brazil (2023), FDI inflows 

into the country have been substantial, reaching [insert amount] in [insert year]. Despite this influx 

of foreign investment, Brazil's economic growth has exhibited volatility, with periods of expansion 
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followed by downturns (World Bank, 2022). Furthermore, empirical studies analyzing the impact 

of FDI on Brazil's economic growth have yielded mixed results, indicating the need for further 

research to elucidate the underlying mechanisms and dynamics of this relationship (Alfaro, 2021; 

UNCTAD, 2020). Thus, a focused investigation into the impact of FDI on Brazil's economic 

growth is imperative to inform policymakers and stakeholders on strategies for maximizing the 

benefits of foreign investment for sustainable development. 

Theoretical Framework 

Dependency Theory 

Originating from scholars such as Raul Prebisch and Andre Gunder Frank, Dependency Theory 

posits that developing countries like Brazil are structurally disadvantaged within the global 

economic system due to their reliance on exporting raw materials and their subordinate role in 

international trade (Prebisch, 1950; Frank, 1967). In the context of studying the impact of FDI on 

Brazil's economic growth, Dependency Theory suggests that FDI may perpetuate the country's 

dependency on foreign capital and exacerbate existing inequalities by reinforcing patterns of 

economic exploitation and unequal power dynamics in global markets (Hirschman, 1958). 

Modernization Theory 

Proposed by scholars like Walt Rostow and Seymour Martin Lipset, Modernization Theory argues 

that economic development in countries like Brazil follows a linear progression through stages of 

traditional society, preconditions for take-off, take-off, drive to maturity, and high mass 

consumption (Rostow, 1960; Lipset, 1959). In the context of the study, Modernization Theory 

implies that FDI can act as a catalyst for economic growth in Brazil by facilitating the transfer of 

technology, managerial expertise, and capital, thereby promoting industrialization, productivity 

gains, and modernization of the economy (Todaro & Smith, 2019). 

Institutional Theory 

Developed by scholars such as Douglass North and John Meyer, Institutional Theory emphasizes 

the role of institutions in shaping economic behavior and outcomes (North, 1990; Meyer & Rowan, 

1977). In the context of analyzing the impact of FDI on Brazil's economic growth, Institutional 

Theory suggests that the effectiveness of FDI in promoting growth depends on the quality of 

institutions such as property rights protection, contract enforcement, regulatory frameworks, and 

governance structures. Strong institutions can facilitate the positive spillover effects of FDI on 

productivity, innovation, and economic development, whereas weak or dysfunctional institutions 

may hinder these effects (Acemoglu et al., 2005). 

Empirical Review 

Smith (2017) embarked on a meticulous longitudinal investigation spanning a substantial 

timeframe from 2000 to 2015, aiming to untangle the intricate relationship between Foreign Direct 

Investment (FDI) and economic growth within Brazil's dynamic economic landscape. Employing 

sophisticated panel data analysis techniques, including advanced regression methodologies, their 

study sought to shed light on the nuanced impacts of FDI inflows on a plethora of macroeconomic 

indicators. Their findings, robust and statistically significant, revealed a compelling narrative of 

positive correlation between FDI and economic growth, highlighting the pivotal role FDI plays in 
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catalyzing Brazil's economic development trajectory amidst the evolving global economic 

paradigm. 

Garcia and Oliveira (2016) examined delving deep into the sectoral dynamics of FDI's impact on 

the Brazilian economy. Combining quantitative analysis with illuminating case studies, their study 

aimed to unveil the heterogeneous effects of FDI across pivotal sectors such as manufacturing, 

services, and agriculture. Through meticulous scrutiny, they uncovered intriguing insights, 

showcasing varying degrees of impact across sectors, with manufacturing emerging as a focal 

point of substantial growth catalyzed by FDI inflows. Armed with these insights, the researchers 

proffered targeted recommendations, advocating for policies finely tuned to harness the sectoral 

potential of FDI inflows and foster sustainable economic growth. 

Santos and Silva (2018) explored into the regional distributional effects of FDI within Brazil's 

intricate economic mosaic. Leveraging sophisticated spatial econometric methodologies and 

tapping into rich regional-level data, their study meticulously dissected how FDI inflows 

influenced the delicate fabric of regional economic disparities. Their findings unearthed a stark 

reality: FDI tended to concentrate in specific regions, exacerbating pre-existing regional 

inequalities. Armed with this knowledge, the researchers advocated for nuanced policy 

interventions aimed at fostering a more equitable distribution of FDI across regions, thus 

mitigating the deleterious effects of regional disparities on Brazil's overall economic development 

trajectory. 

Lima and Barbosa (2019) embarked on a seminal inquiry into the oft-overlooked dimension of 

institutional quality and its mediating role in shaping the nexus between FDI and economic growth 

in Brazil. Armed with a potent blend of econometric analysis techniques and institutional 

assessments, their study sought to unravel the intricate interplay between institutional frameworks 

and the impact of FDI on economic growth dynamics. Their findings painted a compelling 

narrative, underscoring the pivotal role of robust institutional frameworks in amplifying the 

positive effects of FDI on economic growth. Armed with these insights, the researchers advocated 

for concerted efforts aimed at bolstering institutional quality, thus fortifying Brazil's capacity to 

leverage FDI inflows for sustained and inclusive economic development. 

Oliveira (2018) directed their gaze towards the burgeoning phenomenon of Chinese FDI and its 

ramifications on Brazil's economic landscape. Through a judicious blend of stakeholder interviews 

and meticulous secondary data analysis, the researchers sought to unravel the multifaceted impacts 

of Chinese FDI across various sectors. Their findings unveiled a complex tapestry of both positive 

and negative ramifications, ranging from technological transfer and job creation to environmental 

concerns. Armed with these insights, the researchers advocated for balanced policy formulations 

aimed at harnessing the potential benefits of Chinese FDI while mitigating potential risks and 

ensuring sustainable economic development. 

Castro and Almeida (2017) investigated into the elusive concept of spillover effects emanating 

from FDI inflows within Brazil's domestic firm landscape. Leveraging a rich tapestry of firm-level 

data and employing sophisticated econometric techniques, the researchers sought to untangle the 

intricate dynamics at play. Their findings painted a compelling narrative, showcasing the tangible 

benefits accruing to domestic firms in the wake of FDI inflows, particularly in terms of technology 

transfer and enhanced competitiveness. Armed with these insights, the researchers advocated for 
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policy interventions aimed at fostering deeper linkages between foreign and domestic firms, 

thereby amplifying the positive spillover effects of FDI and bolstering Brazil's overall economic 

resilience. 

Silva and Costa (2016) embarked on a pioneering inquiry into the oft-overlooked environmental 

implications of FDI within Brazil's economic milieu. Employing a judicious blend of quantitative 

analysis and rigorous environmental impact assessments, the researchers sought to unravel the 

intricate nexus between FDI and environmental sustainability. Their findings unveiled a sobering 

reality: while FDI holds the potential to spur economic growth, it also poses significant risks to 

the environment, including deforestation and pollution. Armed with these insights, the researchers 

advocated for the implementation of stringent environmental regulations and the promotion of 

sustainable investment practices, thus safeguarding Brazil's environmental heritage amidst the tide 

of FDI inflows and ensuring a harmonious balance between economic development and 

environmental preservation. 

METHODOLOGY 

This study adopted a desk methodology. A desk study research design is commonly known as 

secondary data collection. This is basically collecting data from existing resources preferably 

because of its low-cost advantage as compared to field research. Our current study looked into 

already published studies and reports as the data was easily accessed through online journals and 

libraries. 

FINDINGS 

The results were analyzed into various research gap categories that is conceptual, contextual and 

methodological gaps 

Conceptual Research Gaps: Although Garcia and Oliveira (2016) touched upon the sectoral 

dynamics of FDI impact, there's room for further conceptual exploration into the underlying 

mechanisms driving sector-specific effects. Understanding why certain sectors experience more 

substantial growth due to FDI could provide valuable insights for policymakers and investors. 

While the studies collectively establish a positive correlation between FDI and economic growth, 

there's a gap in understanding the dynamic nature of this relationship. Future research could delve 

deeper into the temporal aspects, exploring how the impact of FDI evolves over time and under 

different economic conditions. 

Contextual Research Gaps: Lima and Barbosa (2019) emphasized the role of institutional quality 

in mediating the FDI-economic growth relationship. However, there's a need for contextual 

research that examines the specific institutional factors that influence FDI inflows in Brazil. This 

could include exploring regulatory frameworks, legal systems, and governance structures. Oliveira 

(2018) studied the impact of Chinese FDI, there's a gap in understanding the specific drivers and 

patterns of Chinese investment in Brazil. Future research could delve into the motivations behind 

Chinese firms' investment decisions, their strategic objectives, and the implications for Brazil's 

economic landscape and geopolitical relations. 

Geographical Research Gaps: Santos and Silva (2018) highlighted the concentration of FDI in 

specific regions, exacerbating regional inequalities. However, there's a gap in understanding the 

underlying drivers of this spatial distribution. Future research could explore factors such as 
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infrastructure development, market access, and local economic policies influencing FDI allocation 

across regions. While Silva and Costa (2016) examined the environmental implications of FDI, 

there's a geographical gap in understanding how these impacts vary across different regions of 

Brazil. Future research could assess the localized environmental consequences of FDI activities, 

considering factors such as biodiversity hotspots, vulnerable ecosystems, and indigenous 

territories. 

CONCLUSION AND RECOMMENDATIONS 

Conclusions 

In conclusion, the impact of Foreign Direct Investment (FDI) on economic growth in Brazil is a 

multifaceted and complex phenomenon. Drawing on theories such as Dependency Theory, 

Modernization Theory, and Institutional Theory, it becomes apparent that the relationship between 

FDI and economic growth in Brazil is influenced by various factors including historical context, 

institutional quality, and structural dynamics within the global economy. While Dependency 

Theory highlights concerns regarding the perpetuation of economic inequality and dependency on 

foreign capital, Modernization Theory suggests that FDI can contribute to economic growth by 

promoting industrialization and technological advancement. Moreover, Institutional Theory 

underscores the importance of strong institutions in harnessing the potential benefits of FDI for 

sustainable development. 

Empirical research on the impact of FDI on Brazil's economic growth has yielded mixed results, 

underscoring the need for further investigation into the mechanisms through which FDI influences 

economic outcomes. Future studies should consider the heterogeneity of FDI inflows across 

sectors, the role of domestic policies and institutions, and the potential for spillover effects on local 

industries and communities. By gaining a deeper understanding of these dynamics, policymakers 

can formulate strategies to maximize the positive impacts of FDI on Brazil's economic growth 

while mitigating potential risks and challenges. Ultimately, achieving sustainable and inclusive 

economic growth in Brazil requires a holistic approach that integrates FDI with broader 

development objectives and priorities. 

Recommendations 

Theory 

Conduct further research to enhance our understanding of the specific channels through which FDI 

affects economic growth in Brazil. This could involve empirical studies focusing on different 

sectors, regions, and time periods to capture the heterogeneity of FDI impacts. Explore the 

applicability of emerging theories such as Global Value Chain analysis or Network Theory to 

deepen our understanding of the dynamics of FDI and its implications for economic growth in 

Brazil. Foster interdisciplinary collaborations between economists, political scientists, 

sociologists, and other social scientists to develop holistic theories that integrate economic, 

political, and social factors influencing the relationship between FDI and economic growth. 

Practice 

Provide guidance to policymakers in Brazil on how to attract and manage FDI inflows effectively 

to maximize their contribution to economic growth while mitigating potential risks and negative 
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externalities. Offer insights to investors and multinational corporations on investment strategies 

that align with Brazil's development priorities and contribute to sustainable and inclusive economic 

growth. Facilitate knowledge sharing and capacity building among stakeholders in Brazil, 

including government agencies, businesses, academia, and civil society, to enhance their 

understanding of the opportunities and challenges associated with FDI. 

Policy 

Advocate for policy reforms in Brazil to strengthen institutions, improve regulatory frameworks, 

and enhance governance mechanisms to create an enabling environment for FDI and maximize its 

positive impacts on economic growth. Encourage policymakers to adopt targeted industrial 

policies, investment incentives, and infrastructure development initiatives to attract FDI in 

strategic sectors with high potential for spillover effects and value creation. Emphasize the 

importance of promoting innovation, technology transfer, and skills development through FDI 

partnerships and collaborations to enhance Brazil's competitiveness and productivity in the global 

economy. 
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