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Abstract: The study seeks to establish the relationship between 

foreign direct investment to Saarc region agricultural sector and 

economic growth with secondary data. SAARC comprises 3% of 

the world's area, 21% of the world's population and 3.8% (US$2.9 

trillion) making up a total of 3% of the world’s area. The country 

has second in all over the world in terms of agriculture position. 

The population obliquely all of the member states is over 1.7 

billion, accounting for 21% of the world’s total population. In 

their 42% of the agricultural operation in SAARC nations and 

also 51% source of livelihood of the South Asians. The study has 

revealed that India alone accounts for 52 per cent of the 

agricultural products using the SAARC region peoples. For the 

present study, a total of 34 groups related to the agricultural 

products were selected out of the total groups. The techniques 

employed to analyze the data include descriptive statistic, 

correlation and linear forecast method. The study also revealed a 

positive and important relationship between economic growth and 

foreign direct investment flow to the agricultural sector. Thus, the 

study recommends that policy should focus on flexible trade 

policies to attract more foreign direct investment (FDI) inflows to 

SAARC nations. i.e. Afghanistan, Bangladesh, Bhutan, Maldives, 

Nepal, Pakistan, Sri Lanka including India. 

 
Keywords : Agricultural Sector, FDI, Economic Growth and 

SAARC countries.  

I. INTRODUCTION 

ThisT paperT reviewsT theT agriculturalT sectorT inT 

memberT countriesT ofT SouthT AsianT AssociationT forT 

regionalT cooperationT (SAARC)T andT paysT specificT 

attentionT toT issuesT ofT determiningT theT potentialT 

FDIT inT theT sector.FDIT hasT beenT linkedT withT 

improvedT economicT growthT andT developmentT inT 

theT hostT countriesT whichT hasT ledT toT theT 

materializationT ofT globalT competitionT toT attractT 

FDIT (AbhishekT VijaykumarT Vyas,T 2015).T InT theT 

timeT ofT globalization,T FDIT takesT aT vitalT partT inT 

theT developmentT ofT bothT developingT andT 

developedT countries.T ForeignT directT investmentT isT 

oneT ofT theT measuresT ofT growingT economicT 

globalization.T ForeignT investmentT playsT aT majorT 

roleT inT theT developmentT ofT anyT economyT asT likeT 

India.T ManyT countriesT provideT muchT incentiveT forT 

attractingT foreignT directT investmentT (FDI).T InT 

India,T agricultureT isT anT importantT sectorT ofT theT 

IndianT economyT andT accountsT forT almostT 19%T ofT 

IndianT grossT domesticT productsT (GDP).T AgricultureT 

isT theT mainstayT ofT theT IndianT economyT asT itT 
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formsT theT backboneT ofT ruralT IndiaT whichT 

inhabitantsT moreT thanT 70%T ofT totalT IndianT 

populationT andT supportsT theirT familiesT whichT andT 

thin(AnjaliT Chaudhary,2016).T InvestmentT hasT alwaysT 

beenT anT issueT forT theT developingT economiesT suchT 

asT India.T AgricultureT playsT anT importantT roleT inT 

theT economicT developmentT ofT anyT nationT includingT 

India.T PerformanceT ofT IndianT economyT isT 

dependentT uponT theT growthT ofT theT agricultureT 

sector.T TheT sectoralT distributionT ofT FDIT inT theT 

economyT ofT SAARCT mayT beT similarT toT manyT 

otherT developingT countriesT whereT FDIT inflowsT toT 

theT agricultureT sectorT areT lowT andT henceT itsT 

contributionT toT agriculturalT growthT andT employmentT 

mayT beT relativelyT lessT thanT manufacturingT andT 

agriculturalT sectorsT althoughT itT seemsT toT haveT aT 

positiveT effectT onT theT economyT inT general. 

II. REVIEWT OFT LITERATURE 

ManambaT EpaphraT andT AlesT H.T MwakalasyaT 

(2017)T thisT paperT analyzeT theT effectT ofT foreignT 

directT investmentT (FDI)T onT theT agriculturalT sectorT 

inT Tanzania.T TheT paperT alsoT examinesT theT 

decliningT contributionT ofT agricultureT toT realT GDPT 

growthT evenT thoughT theT sectorT employsT moreT 

thanT 70T perT centT ofT theT totalT labourT force.T 

AnnualT timeT seriesT dataT spanningT fromT 1990T toT 

2015T areT usedT toT testT theT significanceT ofT theT 

relationshipT betweenT FDIT inflowT andT agricultureT 

valueT added-to-GDPT ratioT onT oneT handT andT FDIT 

inflowsT andT economicT growthT onT theT otherT hand.T 

Also,T theT relationshipT betweenT agricultureT 

value-addedT andT theT economicT growthT rateT isT 

empiricallyT examined.T VariablesT suchT asT grossT 

fixedT capitalT formation,T inflationT rate,T tradeT 

liberalization,T realT exchangeT rate,T andT populationT 

areT consideredT asT controlT variables.T ForT inference,T 

theT paperT employsT aT classicalT linearT regressionT 

model.T OrdinaryT leastT squaresT methodsT areT usedT 

forT estimation.T TheT diagnosticT testsT includingT 

RESETT regressionT errorsT specificationT test,T 

Breusch-GodfreyT serialT correlationT LMT test,T 

Jacque-Bera-normalityT testT andT whiteT 

heteroskedasticityT testT revealT thatT theT modelsT haveT 

noT signsT ofT misspecificationT andT that,T theT 

residualsT areT seriallyT uncorrelated,T normallyT 

distributedT andT homoskedastic.T Interestingly,T 

empiricalT resultsT suggestT thatT thereT isT noT 

significantT effectT ofT FDIT 

inflowsT onT agricultureT valueT 

added-to-GDPT ratioT inT 
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TanzaniaT despiteT theT factT thatT FDIT inflowsT inT 

theT economyT haveT beenT outstandingT particularlyT inT 

theT pastT twoT decades.T Unsurprisingly,T theT resultsT 

showT thatT FDIT inflows-to-GDPT ratioT andT realT 

GDPT growthT rateT areT positivelyT correlated.T 

Notwithstanding,T theT agricultureT sector,T whichT 

constitutesT theT largestT proportionT ofT theT totalT 

labourT force,T contributes,T onT average,T lessT thanT 

30T perT cent,T toT totalT GDP.T ThisT suggestsT thatT 

theT sectorT isT inefficientT andT therefore,T anT effortT 

towardsT attractingT moreT FDIT aimingT atT improvingT 

productivityT inT theT agricultureT sector,T whichT inT 

turnT mayT reduceT poverty,T isT muchT needed. 

RakaT SaxenaT (2015)T sinceT regionalT associationsT 

andT freeT tradeT areT perceivedT toT beT 

welfare-enhancing,T thisT paperT hasT examinedT theT 

structureT andT flowT ofT tradeT amongT SAARCT 

economies.T TheT studyT hasT revealedT thatT IndiaT 

aloneT accountsT forT 74T perT centT ofT theT 

agriculturalT exportsT fromT theT regionT andT 55T perT 

centT ofT theT agriculturalT importsT ofT theT region.T 

Cotton,T cereals,T fishT &T crustaceans,T andT teaT &T 

beveragesT haveT emergedT asT theT mostT exported 

commoditiesT accountingT forT moreT thanT 50T perT 

centT shareT ofT exportsT fromT SAARCT countriesT toT 

theT world.T AnimalT orT vegetableT fat,T cottonT andT 

rubberT areT theT mostT importedT commoditiesT byT 

SAARC.T IndiaT enjoysT aT comparativeT advantageT inT 

exportsT ofT cotton,T cereals,T fishT andT tea,T whileT 

PakistanT hasT aT greaterT comparativeT advantageT inT 

theT exportT ofT cottonT andT cereals.T AT unidirectionalT 

causalityT hasT beenT observedT betweenT grossT 

domesticT productT (GDP)T andT agriculturalT exports,T 

whereT agriculturalT exportsT GrangerT causeT GDPT 

andT noticeT Versa.T AT one-wayT causalT relationshipT 

hasT alsoT beenT observedT betweenT agriculturalT GDPT 

andT agriculturalT exports.T ThisT indicatesT thatT growthT 

inT agriculturalT exportsT hasT contributedT toT theT 

overallT andT agricultural 

growthT inT India.T TheT studyT hasT suggestedT thatT 

theT IndianT tradeT policyT environmentT needsT toT beT 

madeT moreT favorableT forT attractingT foreignT buyersT 

andT makingT IndianT exportsT competitiveT globally. 

KapilT SinghT andT RituT K.T WaliaT (2015)T 

AgricultureT playsT anT importantT roleT inT economicT 

developmentT ofT anyT nationT includingT India.T TheT 

contributionT ofT agriculturalT sectorT toT nationalT 

GrossT DomesticT ProductT (GDP)T hasT continuedT toT 

declineT overT theT years;T whileT thatT ofT otherT 

sectors,T particularlyT services,T hasT increased.T 

Presently,T agricultureT contributesT 13.9T perT centT ofT 

India’sT GrossT DomesticT ProductT (GDP)T yet;T 

agricultureT formsT theT backboneT ofT theT economy,T 

asT 52T perT centT ofT India’sT workT forceT isT stillT 

engagedT inT agricultureT forT itsT livelihoodT andT isT 

importantT forT foodT securityT andT inclusiveT growth.T 

ToT improveT agricultureT productivityT andT streamlineT 

itT withT manufacturingT andT servicesT sector,T thereT isT 

aT strongT needT toT adoptT manyT measures,T outT ofT 

which,T promoteT FDIT inflowT inT theT agricultureT 

sectorT inT theT IndianT economy.T 100T perT centT FDIT 

isT allowedT inT agricultureT andT alliedT serviceT underT 

controlledT conditions.T InT theT aboveT regard,T theT 

presentT paperT isT anT attemptT toT understandT theT 

roleT ofT FDIT inT theT agriculturalT sectorT &T overallT 

progressT ofT theT economy. 

III. OBJECTIVES OF THE STUDY 

The main objective of present study is  

 To study the conceptual framework for the 

agricultural sector FDI in SAARC countries. 
 To analyze the FDI and agricultural sector in 

Economic growth. 

IV. RESEARCH METHODOLOGY AND DATA 

SOURCES 

The present study is of analytical and entirely based on 

secondary data which has been collected from the various 

issues of Handbook of Statistics on the Indian Economy and 

the study was conducted for a period of 5 years from 

2015-2019.The available data has been processed and 

presented in the form of different suitable tables. 

V. HYPOTHESIS OF THE STUDY 

• There is no significant relationship between FDI Inflows 

and various SAARC Countries. 

VI. RESULTS AND DISCUSSION 

 

 

 

Table -1 Descriptive Statistics on FDI Inflows in Afghanistan 

FDI (Rs In Millions) 

Variable Maximum 

Statistic 

Mean 

 

Std. 

Deviation 

 

Skewness 

 

Kurtosis 

 

FDI 123 30.37 52.123 2.128 4.615 

Note: Normal Skew: 0; Mesokurtic: Kurtosis of 3. 

FDI: Normal skewness and platykurtic (because 4.615>3) 
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Table 2 Regression Analysis 

Variable Co-efficient t-statistic prob 

C 0.337 4.034 0.01 

FDI 30.37 0.621 0.000 

R-Squared .114 Mean Dependent variable 1.07 

Adjusted R-Squared -.182 S.D Dependent Variable 0.866 

Sum Squared Residual 3.212 Durbin-Watson Stat 1.517 

F-Statistic 0.385 

Source: Researcher computed 

 

The above is the linear regression analysis of Total foreign 

direct Investment (Dependent variable) and foreign direct 

investment (Independent variable) in table 2.1. From the 

analysis shows a significant relationship between Total FDI 

and FDI in SAARC Countries. Also the value of R2shows 

11.4% determines the degrees of relationship between Total 

foreign Direct Investment and Foreign Direct Investment of 

Agricultural Sector in SAARC Countries. 

 

Table 3 Descriptive Statistics on FDI Inflows in Bangladesh 

FDI (Rs In Millions) 

Variable Maximum 

Statistic 

Mean 

 

Std. 

Deviation 

 

Skewness 

 

Kurtosis 

 

FDI 2 .50 .707 .884 -1.750 

Note: Normal Skew: 0; Mesokurtic: Kurtosis of 3. 

FDI: normal skewness and platykurtic (because -1.750<3) 

 

Table 4 Regression Analysis 

Variable Co-efficient t-statistic prob 

C 0.204 3.711 0.01 

FDI 0.50 0.361 0.000 

R-Squared 0.042 Mean Dependent variable 1.158 

Adjusted R-Squared -.278 S.D Dependent Variable 0.866 

Sum Squared Residual 3.474 Durbin-Watson stat 1.372 

F-Statistic 0.131 

Source: Researcher computed 

 

The above is the linear regression analysis of Total 

foreign direct Investment (Dependent variable) and foreign 

direct investment (Independent variable) in table 2.1. From 

the analysis shows a significant relationship between Total 

FDI and FDI in SAARC Countries. Also the value of R
2
shows 

4.2% determines the degrees of relationship between Total 

foreign Direct Investment and Foreign Direct Investment of 

Agricultural Sector in SAARC Countries. 

 

Table 5 Descriptive Statistics on FDI Inflows in Bhutan 

FDI (Rs In Millions) 

Variable Maximum 

Statistic 

Mean 

 

Std. 

Deviation 

Skewness 

 

Kurtosis 

 

FDI 32 12 16.016 -.751 1.888 

Note: Normal Skew: 0; Mesokurtic: Kurtosis of 3. 

FDI: normal skewness and platykurtic (because of 1.888<3) 

 

Table 7 Regression Analysis 

Variable Co-efficient t-statistic prob 

C 0.116 3.685 0.01 

FDI 12 0.202 0.000 

R-Squared 0.013 Mean Dependent variable 1.192 

Adjusted R-Squared -.315 S.D Dependent Variable 0.866 

Sum Squared Residual 3.576 Durbin-Watson Stat 1.590 

F-Statistic 0.041 

Source: Researcher computed 
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The above is the linear regression analysis of Total 

foreign direct Investment (Dependent variable) and foreign 

direct investment (Independent variable) in table 3.1. From 

the analysis shows a significant relationship between Total 

FDI and FDI in SAARC Countries. Also the value of R
2
shows 

1.3% determines the degrees of relationship between Total 

foreign Direct Investment and Foreign Direct Investment of 

Agricultural Sector in SAARC Countries.

 

Table 8 Descriptive Statistics on FDI Inflows in Maldives 

FDI (Rs In Millions) 

Variable Maximum 

Statistic 

Mean 

 

Std. 

Deviation 

Skewness 

 

Kurtosis 

 

FDI 215 47.38 

 

93.993 2.198 

 

4.855 

Note: Normal Skew: 0; Mesokurtic: Kurtosis of 3. 

FDI: normal skewness and platykurtic (because 4.855>3) 

 

Table 9 Regression Analysis 

Variable Co-efficient t-statistic prob 

C 0.165 4.195 0.01 

FDI 47.38 0.202 0.000 

R-Squared 0.027 Mean Dependent variable 1.176 

Adjusted R-Squared -.297 S.D Dependent Variable 0.866 

Sum Squared Residual 3.527 Durbin-Watson Stat 1.631 

F-Statistic 0.084 

Source: Researcher computed 

 

The above is the linear regression analysis of Total 

foreign direct Investment (Dependent variable) and foreign 

direct investment (Independent variable) in table 4.1. From 

the analysis shows a significant relationship between Total 

FDI and FDI in SAARC Countries. Also the value of R
2
shows 

2.7% determines the degrees of relationship between Total 

foreign Direct Investment and Foreign Direct Investment of 

Agricultural Sector in SAARC Countries. 

 

Table 10 Descriptive Statistics on FDI Inflows in Nepal 

FDI (Rs In Millions) 

Variable Maximum 

Statistic 

Mean 

 

Std. 

Deviation 

 

Skewness 

 

Kurtosis 

 

FDI 14 7.56 

 

6.147 .092 

 

-2.151 

Note: Normal Skew: 0; Mesokurtic: Kurtosis of 3. 

FDI: normal skewness and platykurtic (because -2.151<3) 

 

Table 11 Regression Analysis 

Variable Co-efficient t-statistic prob 

C .205 2.656 0.01 

FDI 7.56 0.363 0.000 

R-Squared 0.402 Mean Dependent variable 1.157 

Adjusted R-Squared -.277 S.D Dependent Variable 0.866 

Sum Squared Residual 3.472 Durbin-Watson Stat 1.477 

F-Statistic 0.132 

Source: Researcher computed 

The above is the linear regression analysis of Total 

foreign direct Investment (Dependent variable) and foreign 

direct investment (Independent variable) in table 5.1. From 

the analysis shows a significant relationship between Total 

FDI and FDI in SAARC Countries. Also the value of R
2
shows 

40.2% determines the degrees of relationship between Total 

foreign Direct Investment and Foreign Direct Investment of 

Agricultural Sector in SAARC Countries. 

 

Table – 6 Descriptive Statistics on FDI Inflows in Pakistan 

FDI (Rs In Millions) 

Variable Maximum 

Statistic 

Mean 

 

Std. 

Deviation 

 

Skewness 

 

Kurtosis 
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FDI 188 1393.44 

 

445.811 -.633 

 

-.414 

 

Note: Normal Skew: 0; Mesokurtic: Kurtosis of 3. 

FDI: normal skewness and platykurtic (because -.414<3) 

Table 12 Regression Analysis 

Variable Co-efficient t-statistic prob 

C 0.058 2.254 0.01 

FDI 188 0.101 0.000 

R-Squared 0.003 Mean Dependent variable 1.204 

Adjusted R-Squared -.329 S.D Dependent Variable 0.866 

Sum Squared Residual 3.613 Durbin-Watson Stat 1.454 

F-Statistic 0.010 

Source: Researcher computed 

 

The above is the linear regression analysis of Total 

foreign direct Investment (Dependent variable) and foreign 

direct investment (Independent variable) in table 6.1. From 

the analysis shows a significant relationship between Total 

FDI and FDI in SAARC Countries. Also the value of R
2
shows 

0.3% determines the degrees of relationship between Total 

foreign Direct Investment and Foreign Direct Investment of 

Agricultural Sector in SAARC Countries.

 

Table 13 Descriptive Statistics on FDI Inflows in Sri Lanka 

FDI (Rs In Millions) 

Variable Maximum 

Statistic 

Mean 

 

Std. 

Deviation 

 

Skewness 

 

Kurtosis 

 

FDI 1966 685.45 

 

768.178 1.592 

 

2.369 

 

Note: Normal Skew: 0; Mesokurtic: Kurtosis of 3. 

FDI: normal skewness and platykurtic (because of 2.369<3) 

 

Table 14 Regression Analysis 

Variable Co-efficient t-statistic prob 

C 0.451 3.277 0.01 

FDI 685.45 0.876 0.000 

R-Squared 0.204 Mean Dependent variable 9.621 

Adjusted R-Squared -.062 S.D Dependent Variable 0.866 

Sum Squared Residual 2.866 Durbin-Watson stat 1.894 

F-Statistic 0.768 

Source: Researcher computed 

The above is the linear regression analysis of Total 

foreign direct Investment (Dependent variable) and foreign 

direct investment (Independent variable) in table 7.1. From 

the analysis shows a significant relationship between Total 

FDI and FDI in SAARC Countries. Also, the value of 

R
2
shows 20.4% determines the degrees of relationship 

between Total foreign Direct Investment and Foreign Direct 

Investment of Agricultural Sector in SAARC Countries.

 

Table 15 Correlation Analysis 

 Foreign Direct 

Investment 

Total Foreign Direct 

Investment 

Foreign Direct 

Investment 

Pearson correlation 1 .495 

Sig. (2-tailed)  .397 

N 5 5 

Total Foreign Direct 

Investment 

Pearson correlation .495 1 

Sig.(2-tailed) .397  

N 5 5 

**Correlation is significant at the level of 0.01 

 

 

The Pearson correlation coefficient computed for FDI in 

SAARC Countries and Total FDI in Agricultural Sector is 

significantly higher. Hence, the Hypothesis is rejected. The 

results indicate the there is a significant positive relationship. 
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VII. CONCLUSION 

From the researcher has been analyzed foreign direct 

investment of agricultural sector is now the preceding major 

boundary for globalized in SAARC Countries. Secondly, FDI 

inflows in India are always preferred by the developed 

countries. But the researcher made by the economic growth in 

3.9 percentage in SAARC Countries. FDI inflows to South 

Asia increased by 3.5 percent investment in India. The largest 

recipient rose by six percent of SAARC Countries. SAARC 

has all the potentials and opportunity to grow faster like 

ASEAN and other than developed nations. Further prospects 

for FDI inflows into South Asia are largely determined by 

exceptions of economic growth in SAARC. Therefore it is 

high time for the Governments of those countries to take 

initiative to make SAARC a successful and developed 

economic region. 
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