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Currently, the economic development is the requirement of every 
country around the globe especially for the developing countries and 
also attain the attentions of well-reputed researchers. Thus, an ongoing 
article aims to examine the impact of fiscal policy, foreign direct 
investment, and government expenditure on economic development of 
Asian counties. The data has been gathered from World Development 
Indicator (WDI) of the selected twenty Asian countries from 2008 to 
2019. The STATA, a secondary data analysis statistical tool has been 
used by the present study for analysis. The results indicated that fiscal 
policy, foreign direct investment, and government expenditure have 
positive along with significant association with the economic 
development of Asian counties. These findings provided the guidelines 
to the regulators that they should formulate and force the management 
to implement the effective policies that should enhance the economic 
development of the country.  
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Introduction 
 
The world is witnessing the rapid changes in it. There are multiple stands behind these 
changes like economic conditions, technological changes, environmental changes etc.  These 
changes are affecting the entire globe in different means. These changes are not only 
affecting the international but also the national level. With the rapid Over the years, the 
question of the effectiveness of economic/monetary and fiscal policies has given rise to 
controversies among researchers having the focus on various findings (Adeniji, Obansa, & 
Okoroafor, 2018; Ramey & Zubairy, 2018). For instance, the linkage between capital and 
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income was studied by several researchers using a comprehensive data method in multiple 
countries (Arestis, Şen, & Kaya, 2019; Jaah & Ndanshau, 2017). There are multiple factors 
associated with the economy of a nation. There are multiple factors plays a vital role in the 
development of the economy.  The present investigation is testing the association between 
fiscal policy, public spending, public revenue, foreign direct investment and economic 
development. 
 
Economic management is the term which is getting more attention of the researchers over 
time. Nations around the globe are much careful about their economies as the direction of the 
economy decides the future of the nation. The nations invest their maximum efforts and 
resources to bring their economies in the right directions and if the economy is in the right 
path then the countries also remain vigilant to keep it on the right track. Economic 
management is the combination of two economic tools titled as a meteor as well as fiscal 
policy. Both tools are considered as the backbone of the economy. The right economic and 
monetary policy results in an improvement in the country’s people standard of living. The 
question is arise here is what is the relationship between monetary and fiscal policy and 
economic development. The study proposed that there is a positive association reported 
between fiscal policy and economic development (Nwaogwugwu & Evans, 2016). What is 
the economic and fiscal policy of any country? It’s the government of the country which 
decided the flow of money within the country by keeping its financial circumstances in view 
too. As any impala cement in the supply and demand of the money will lead the economy on 
the wrong path.  So, the government will have to make the decision accordingly. Monterey 
policy is the procedure through the government of any country control the supply of the 
money within the country. This policy plays a vital role in the entire economy of the nation. 
As stated earlier that any imbalance in the supply and demand of the money will call the 
inflation in the country. The inflation call is an alarming situation for the country. The 
management of public spending is the primary goal of every government. The scans 
determine, on the other side, whether or not the government can raise expenditure. If the 
budget is for the prosperity of the public, the government would choose to raise the budget so 
the country's citizens would gain in the long term. The country invests more on programs that 
in turn raise cash, which ensures that developed countries invest more in development 
projects, as in exchange it creates sound profits for the country (Maparu & Mazumder, 2017; 
Nawaz, Yousaf, Hussain, & Riaz, 2020). 
 
Literature also witnessed that the factors like the fiscal policy are also getting researches 
attention from a long time but still is a highly considerable topic in the research world. Fiscal 
policy having its dependence upon the revenue collected by the government and also it is 
spending from that collected revenue.  The revenue collection is a critical topic for all nations 
around the globe. Fiscal policy also decides the direction of the country economy. 
Disturbance in the balance between revenue and spending will affect the country economy in 
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both positive as well as negative way. If the revenue collection is more than the spending 
then the country will lead in the right direction. On the other hand, if the revenue collection is 
less than the spending then there is an alarming situation for the country. There is a positive 
association reported between country fiscal policy and economic development (Munir, Rao, 
& Sana, 2019; Pasichnyi, 2017; Rickman & Wang, 2020). 
 
Another factor which is considered very important in the country development is termed as 
foreign direct investment. The relationship between foreign direct investment (FDI) and 
economic growth has attracted foreign direct investment (FDI) Main attention from 
academics and developing country governments. Economic growth since one of their main 
focus is on the prioritization of foreign direct investment (FDI) attraction policies during the 
process of economic growth and development in these countries (Vo & Zhang, 2019). 
Foreign direct investment (FDI) is commonly observed Mitigates the saving-investment 
imbalance and offers manufacturing technologies Goods and utilities. Utilities. In addition, 
foreign direct investment (FDI) increases both tax revenue and human capital (Buckley, 
Clegg, Wang, & Cross, 2002). From another perspective, it can be said that foreign direct 
investment (FDI) is one of the key factors in the process of Economic convergence, as long-
term gains and relations between various countries are improved. On the one hand, different 
positive effects of foreign direct investment (FDI) for an economy were discussed, Scholars. 
Scholars. Foreign direct investment (FDI) not only diversifies the recipient's capital structure 
but also provides positive results. Externalities such as technology and the dissemination of 
knowledge. For example, foreign direct investment (FDI) raises spending, thus decreasing the 
saving-investment distance (Erhieyovwe & Jimoh, 2016). In the other side, the short-term 
effect of previous experiments is the argument of foreign direct investment (FDI) on 
economic growth is negative, however in the long-run the impact of foreign direct investment 
(FDI) on Good economic development. The association between foreign aid, tax 
decentralization in Pakistan's economic growth for the period 1980-2014 was tested by 
Asghar, Rehman, and Nadeem (2016). Three-stage last technique econometric squares and 
find positive Economic effect of international assistance and budgetary decentralization 
progress. They find two ways between economic factors Fiscal decentralization and growth. 
Foreign aid and fiscal decentralization are also two-way. 
 
Literature Review 
 
The economy of any country is the combination of multiple sectors. The performance of 
these sectors decides the direction of the country economy. It’s the economy of any country 
change the status of a country from developing to develop. The country invests its maximum 
efforts to bring its economy in the right direction to bring prosperity in its people living.  
Economic management is the concept where the researchers give greater interest over time. 
Nations across the world are very cautious with their currencies when the economy decides 
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on the nation's future. The nations placed their utmost energies and energy into placing their 
economies on the right course, and if the country is in the correct path then the countries 
would still be careful to hold things on the right road. Economic management is primarily a 
mixture of two meteorological economic instruments and monetary policy. Both instruments 
are known as the cornerstone of the economy.  
 
The foreign direct investment (FDI)-economic relationship has been attracted by scholars 
around the world (Vo & Zhang, 2019). This relationship has been extensively investigated 
using data from a single country or a sample of many countries. It is widely recognized. 
Unfortunately, no consensus has been reached on empirical findings among scholars. The 
effect of foreign direct investment (FDI) on Korea's economic growth during the 1980-2009 
period was tested by the (Koojaroenprasit, 2012). The author observed a clear positive impact 
of foreign direct investment (FDI) on Korea's economic development, although subsequent 
growth was also positive for human resources, exports and employment. The same finding 
was also found in Pakistan that international capital flows have a positive long-term impact 
on economic development (Shahbaz & Rahman, 2010). The foreign direct investment (FDI) 
growth link also demonstrates that the foreign direct investment (FDI) has a negative effect 
on economic growth. Konings (2001) tested the association between foreign direct 
investment (FDI) and economic development and proposed that there is no positive impact of 
foreign direct investment (FDI) on relevant growth for Poland over 1993–1997 period. The 
author also claimed that foreign direct investment (FDI) stopped Romania and Bulgaria from 
rising because they had trade imbalances, monopolies or reverse information and technology 
transfers. In addition to studies focusing on single-country data, several studies using cross-
country data were carried out. Tiwari and Mutascu (2011) also investigate the relationship 
between foreign direct investment (FDI), foreign trade and economic development and 
proposed that foreign direct investment (FDI), as well as foreign trade practices, stimulated 
economic development in 23 Asian countries between 1986 and 2008. Especially when an 
economy was developed, they found a profound effect of the foreign direct investment (FDI) 
on growth. Borensztein, De Gregorio, and Lee (1998) also tested the nexus between and 
proposed that foreign direct investment (FDI) has been a powerful intermediary between 
technology and economic growth. They also claimed that the position of foreign direct 
investment (FDI) in an economy would be more productive if the nation had high human 
resources. There is a high correlations and important causes of economic growth in Arab 
countries, respectively, between foreign direct investment (FDI) and OLS (Omran & Bolbol, 
2003).  
 
Furthermore, a study by Khan and Nawaz (2010) indicated that the degree of financial sector 
development was essential to the relationship between foreign direct investment (FDI) and 
economic growth. There is a two-way relation of foreign direct investment (FDI) to economic 
development for 23 developed countries between 1978 and 1996. They noticed that foreign 
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direct investment (FDI) and economic growth have long passed together or been co-
integrated after heterogeneous country effects were enabled (Alfaro, Chanda, Kalemli-Ozcan, 
& Sayek, 2004). In addition, their empirical findings revealed a bidirectional causality for 
economies with a higher degree of economic transparency between the two variables, but a 
unidirectional causality was observed between GDP and foreign direct investment (FDI) for 
closed economies (Basu, Chakraborty, & Reagle, 2003). A negative one was identified that 
contributes to an important part of the (unsolved) problem, in comparison to the above 
positive link between foreign direct investment (FDI) and cross-country economic 
development. Studies also did not propose foreign direct investment (FDI)-economic growth 
relationship for 62 countries between 1975 and 2000 (Jyun-Yi & Chih-Chiang, 2008). 
Likewise, during 1995–1998, Lyroudi, Papanastasiou, and Vamvakidis (2004) found no 
foreign direct investment (FDI) impact on emerging-market economic growth. 
 
The literature on the term government spending is increasing at rapid growth. Every 
government around the globe use its best resources to reduce its expenditure but not tries to 
compromise over its people standard of living. The spending of the government enhances the 
standard of living of its people. There is an association reported between government 
spending and its people standard of living (Manasseh, 2019). On the other hand, a large 
amount of research is available on the relationship between government spending and 
economic growth. Researchers are off the view that although there is no direct association 
between government spending and economic growth. On the other hand, a lot of research 
investigated and proposed that possibility of an indirect relationship between government 
spending and economic growth do exist (Atems, 2019; Kim, Wu, & Lin, 2018). The 
government's growth spending connect was a topic field for the intellectual manipulation of 
comprehensive researchers intending to explore the causal impact. There is an association 
between the spending of the government and economic growth of the country (Divino, 
Maciel, & Sosa, 2020; Moh'd al-tamimi). The controlling of government expenses is the 
prime aim of any government. On the other hand, the scenario decides whether the 
government will increase spending or not. If the spending is for the prosperity of the people 
then the government will prefer to increase the spending as it will positively affect the 
country people in the long run. The government use to spend more on those projects which in 
turn will generate the revenue i.e. the developing countries invest more in infrastructure 
projects as in return it will generate a sound amount of revenue for the government. 
 
Revenue is the term which is very important in all aspects of life. There is a high amount of 
revenue literature regarding country level as well as individual-level do exist (Asih, 2020; 
Chu, Hölscher, & McCarthy, 2020). At both, the level of revenue is very important. It’s the 
government of any country which is responsible for the wellbeing of its people. The only way 
to bring prosperity in the lives of the country people is the spending done by the government 
on them. The only way from which the government can spend on its people is the revenue 
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collected. The most common revenue collection of any government is the tax. A tax is a 
mandated cash bill or other charge levied on a citizen by a state agency to cover different 
public expenses. Taxation is a policy instrument of considerable significance. In comparison, 
several Taxation aspects influence our lives. Tax analysis is therefore quite relevant and 
essential. Taxation and company are digital. Conditions, development rates and economic 
structure influence profits, growth rates and tax structure. Taxation also plays a part in 
stimulating economic development, structural adjustment and improved healthcare. Tax and 
economic problems are often a hot and fascinating matter. The more the government will 
collect the revenue the more it has options to spend. The government usually explore ways to 
collect revenue. Usually, the most common source of any government to collect the revenue 
is the tax collected from its people. In this context, the governments around the globe 
encourage tax payments. There is an association reported between revenue collection at the 
government level and the economic growth of the country (Edewusi & Ajayi, 2019; Ewa, 
Adesola, & Essien, 2020; Lin & Jia, 2019). Similarly, government revenue is usually 
considered as an important element of the economy. The relationship between government 
revenue and economic development was tested by Ofoegbu, Akwu, and Oliver (2016) in the 
Nigerian context. The data set from 2004 to 2015 was taken to test the relationship. 
Furthermore, he proposed that government revenue is an instrument of economic 
development in Nigeria.  
 
Fiscal policy is undeniably one of the government's prized instruments or strategies for 
monitoring the macroeconomic stability of most developed countries ' economies and 
achieving it. The rapid situation over the years has generated dispute among researchers with 
the emphasis on different findings on the topic of the efficacy of economic/monetary and 
fiscal policies. There is several researchers have examined the nexus between capital and 
revenue using a detailed data approach in several countries. There are many aspects 
correlated with a nation's economy. Many variables play a key role in economic growth. This 
research measures the connection between monetary policy, public expenditure, public 
income, foreign direct investment and economic growth. Monetary policy is associated with 
monetary policy and is the central bank’s instrument for controlling and manipulating money 
supply (Agoba et al., 2019; Agoba, Abor, Osei, & Sa-Aadu, 2020). In essence, monetary 
policy enforcement is achieved by the expenditure of the Country, where the expenditure is a 
fiscal policy tool. Fiscal policy as a main strategy discusses strategic behavior by the 
government in terms of money spending and fiscal levies with the primary goal of shaping 
balanced economic development, generating jobs and low inflation rates. The goal of fiscal 
policy is both to promote an economic climate conducive to business development and to 
ensure that all acts by government conform to economic stability. Moreover, fiscal 
supremacy is shown if fiscal policy is exogenously imposed on monetary policy in a 
condition or degree in which the level of public debt can be reduced. The fiscal policy of any 
country is issued by the central bank of the country. It’s also the central bank of the country 
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which controls it. Fiscal policy is the combination of both revenue and expenses of the 
government. The fiscal policy controlling authority guide the government of the country 
regarding keep balance in between its expenses and revenue (Agoba, Abor, Osei, & Sa-Aadu, 
2017). In the developing countries usually, central banks issue and control it. The central 
bank guide the government regarding the amount limit the government must spend on 
economic activities as well as the sources of the revenue collection in the country.  The 
balance between revenue and expenses is vital. The is an association between the country 
economic development and the fiscal policy (Munir et al., 2019; Rickman & Wang, 2020). 
 
Research Methods 
 
The purpose linked with the current article is to examine the impact of fiscal policy, foreign 
direct investment, and government expenditure on economic development of Asian counties. 
The data has been gathered from World Development Indicator (WDI) of the selected twenty 
Asian countries from 2008 to 2019. The countries have been selected randomly from Asian 
subcontinent because the developing countries are the target population of the study and the 
selected countries are Iraq, China, South Korea, Turkey, Bangladesh, Taiwan, Pakistan, 
India, Jordon, Singapore, Philippines, Indonesia, Kuwait, Thailand, Malaysia, Iran, Saudi 
Arabia, Qatar, Yemen, and United Arab Emirates. The variable that has been taken by the 
study include the economic development that has been used as a predictive variable and 
measured as the GDP growth (annual percentage) that is also taken by Capuano and Grassi 
(2019). In addition, fiscal policy has been used as the predictor that is measured as the 
exchange rate (LCU per US$, period average) and real interest rate in percentage (Tchokote 
& Ibe, 2016). Moreover, government expenditure has also been used as the predictive 
variables that are measured as the government expenditure on development (percentage of 
GDP) (S. Wu, Li, Nie, & Chen, 2017).  Finally, foreign direct investment has also been used 
as the predictive variable that is measured as the FDI net inflows (percentage of GDP) 
(Alvarado, Iniguez, & Ponce, 2017). These variables along with measurement have been 
mentioned in Table 1. 
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Table 1: Variables and measurement 
Variable Measurement  Sources 

Economic 
Development  

GDP growth (annual percentage) (Capuano & Grassi, 2019) 

Government 
Expenditure  

Government expenditure on development 
(percentage of GDP) 

(S. Wu et al., 2017) 

Fiscal Policy   (i) Exchange Rate     
 Exchange rate (LCU per US$, period 

average)  
(ii) Interest Rate 

The real interest rate in percentage 

(Tchokote & Ibe, 2016) 
 
 
 

(Tchokote & Ibe, 2016) 
Foreign Direct 
Investment 

FDI net inflows (percentage of GDP)  (Alvarado, Iniguez, & 
Ponce, 2017) 

 
The STATA, a secondary data analysis statistical tool has been used by the present study for 
analysis because the panel data has been used by the present study. The main feature of panel 
data is that the panel data offers a huge number of data points and also a characteristic of 
increasing degree of freedom and reduce collinearity between the constructs. A panel 
regression model is a diverse model than the time-series and cross-section regression because 
of double subscript on its constructs such as; 
 
𝑌𝑌𝑖𝑖𝑖𝑖 =  𝛼𝛼0 + 𝛽𝛽1𝑋𝑋𝑖𝑖𝑖𝑖 +   µ𝑖𝑖𝑖𝑖                            𝑖𝑖 = 𝐼𝐼, … … … … . .𝑁𝑁     𝑡𝑡 = 𝐼𝐼, … … … … ,𝑇𝑇            (1) 
 
Where i refers to the country while t refers to the time while the panel model employs the 
one-way error component model mentioned below: 
 
µ𝑖𝑖𝑖𝑖 =   µ𝑖𝑖 +   𝑣𝑣𝑖𝑖𝑖𝑖                 (2) 
 
Where µ𝑖𝑖 show the unobservable individual-specific effect and 𝑣𝑣𝑖𝑖𝑖𝑖 show the remainder 
disturbance. Therefore, the existing study has developed the equation as follow panel:  
𝐸𝐸𝐸𝐸𝑖𝑖𝑖𝑖 =  𝛼𝛼0 + 𝛽𝛽1𝐸𝐸𝐸𝐸𝑖𝑖𝑖𝑖 +  𝛽𝛽2𝐼𝐼𝐸𝐸𝑖𝑖𝑖𝑖 +  𝛽𝛽3𝐺𝐺𝐺𝐺𝐺𝐺𝑇𝑇𝐸𝐸𝑋𝑋𝐺𝐺𝑖𝑖𝑖𝑖 +  𝛽𝛽4𝐹𝐹𝐸𝐸𝐼𝐼𝑖𝑖𝑖𝑖 +  𝑒𝑒𝑖𝑖𝑖𝑖                          (3) 
 
Where; 
ED = Economic Development 
i= Country 
t = Time Period 
ER = Exchange Rate 
IR = Interest Rate 
GOVTEXP = Government Expenditures 
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FDI = Foreign Direct Investment  
 
The Hausman test has been executed by the present study to select the appropriate model 
among the random and fixed model. The fixed-effect model (FEM) estimation is the 
extension of regression mentioned as under: 
 
𝑌𝑌𝑖𝑖𝑖𝑖 =  𝛽𝛽1 + 𝛽𝛽2𝑋𝑋2𝑖𝑖𝑖𝑖 +   𝛽𝛽3𝑋𝑋3𝑖𝑖𝑖𝑖 +   𝛽𝛽4𝑋𝑋4𝑖𝑖𝑖𝑖 +   𝛽𝛽5𝑋𝑋5𝑖𝑖𝑖𝑖 +  𝑢𝑢𝑖𝑖𝑖𝑖    (4) 
 
Where 
i = ith Cross-sectional Unit 
t = tth Time Period 
 
In addition, due to the cross-sectional dependence of the data, because cross-sections 
(countries) are more than the time series (twelve years), the present study has also executed 
the robust standard error (Hoechle, 2007). Moreover, another justification for using the robust 
standard error that the violation of the assumption of the regression that is commonly used by 
the researchers (Hoechle, 2007).  
 
Results  
 
The results of the study include the summary of the variables along with the correlation 
matrix and variance inflation factors for the verification of multicollinearity among the 
constructs. In addition, the findings also include the Hausman test to select the appropriate 
regression model along with FEM and robust standard error for the testing of the hypotheses. 
Firstly, the study highlighted the summary of the variables that have been used by the study. 
The summary includes the number of observations and study has 240 observations (20 
countries x 12 years) along with mean, standard deviation, minimum and maximum values of 
the constructs. These are mentioned in Table 2. 
 
Table 2: Descriptive statistics    
Variable Obs Mean Std. Dev. Min Max 
 ED 238 1.62 .572 -.179 3.437 
 ER 240 1.188 .206 .021 1.771 
 IR 238 8.601 .616 5.699 9.986 
 GE 240 .964 1.909 -9.18 5.116 
 FDI 240 11.01 24.035 -203.023 65.89 

 
The correlation matrix given below has shown the relationships among the constructs. The 
values have been exposed that no high correlation among the constructs because the values 
are less than 0.80. In addition, the relationships among all the predictors and predictive 
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variables are positive because of the positive sign associated with values. These are 
highlighted in Table 3.     
 
Table 3: Correlation matrix    
Variables ED ER IR GE FDI 
ED 1.000     
ER 0.264 1.000    
IR 0.316 -0.264 1.000   
GE 0.420 0.070 -0.144 1.000  
FDI 0.540 0.185 -0.021 0.752 1.000 

 
The VIF given below has shown the relationships among the constructs. The values have 
been exposed that no high correlation among the constructs because the values of VIF are 
less than 10 while tolerance values are also more than 0.10. These are highlighted in Table 4.  
  
Table 4: Variance Inflation Factor (VIF) 
     VIF   1/VIF 
 GE 2.986 .335 
 FDI 2.918 .343 
 IR 1.149 .87 
 ER 1.104 .906 
 Mean VIF 2.039 . 

    
The Hausman test has been examined by selecting the appropriate model and the statistics 
show that probability values are lower than 0.05 that is the indication of FEM is appropriate. 
These values are shown in Table 5.  
Table 5: Hausman test 
     Coef. 
 Chi-square test value 51.442 
 P-value 0.000 

 
The FEM has been executed first and the results indicated that fiscal policy, foreign direct 
investment and government expenditure have positive along with significant association with 
the economic development of Asian counties because the beta values have a positive sign and 
probability values are less than 0.05 while the t-statistics are larger than 1.64. These values 
have been highlighted in Table 6. 
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Table 6: Fixed Effect Model (FEM) 
ED Beta S.D. t-

value 
p-
value 

L.L. U.L. Sig 

ER 1.167 .18 6.48 .000 .812 1.521 *** 
IR .578 .064 9.03 .000 .004 .452 *** 
GE .058 .025 2.33 .021 .009 .107 ** 
FDI .007 .003 2.89 .004 .002 .012 *** 
Constant 5.046 .645 7.82 .000 3.774 6.317 *** 
R-squared  0.577 Number of obs   236.000 
F-test   72.156 Prob > F  0.000 

*** p<.01, ** p<.05, * p<.1 
 
In addition, a robust standard error has been executed second and the results also indicated 
that fiscal policy, foreign direct investment and government expenditure have positive and 
significant linked with the economic development of Asian counties because the beta values 
have a positive sign and probability values are less than 0.05 while the t-statistics are larger 
than 1.64. These values have been highlighted in Table 7.  
 
Table 7: Robust standard error  
ED Beta S.D. t P>t L.L. U.L. 
ER  1.167 0.156 7.500 0.000 0.841 1.492 
IR  0.578 0.084 6.900 0.000 0.054 0.403 
GE  0.058 0.014 4.090 0.001 0.028 0.087 
FDI  0.007 0.002 3.160 0.005 0.003 0.012 
_cons  5.046 0.885 5.700 0.000 3.193 6.899 

 
Discussions and Implications  
 
The results of this paper have indicated that fiscal policy has a positive association with 
economic development. These results are in line with the previous studies Ocran (2011) the 
importance of the role of fiscal policy in binging improvement in the rate of economic 
development in the country has been shown. These results are also approved by the studies 
Adefeso and Mobolaji (2010) which shed light on the fact that the nature and design of fiscal 
policy have a close relationship with the improvement in the rate of development in the 
economy of a country. The results have indicated that government expenditures have a 
positive relationship with the economic development of a country. These results match with 
the studies of Samudram, Nair, and Vaithilingam (2009) where it has been made clear that 
the amount spent by the government in different progressive projects accelerates the rate of 
development in the economy of a country. These results are also in line with the past studies 
S.-Y. Wu, Tang, and Lin (2010) which prove that the expenditures have done by the 
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government in the welfare of the country increase the rate of production and employment in 
the country which is the sign of economic development. The findings of the paper have 
revealed that foreign direct investment has a positive contribution to the economic 
development of a country. These results are in line with the past studies Almfraji and 
Almsafir (2014) the investment made by the foreign investors directly in the business 
operations and local assets into the country prove to be beneficial in making rapid progress in 
the economy of the country. These results also agree with those of other studies Omri and 
Kahouli (2014) which prove that the investments made by foreigners in the local business 
enterprises are used in economic activities and bring improvement in the growth of the 
economy. 
 
This paper carries both the theoretical and empirical implications. From the theoretical 
perspective of implication, this paper is of great importance. It contributes a lot to the 
literature on economic growth by addressing the contribution of fiscal policy designed by the 
government authorities to collect taxes, the government expenditures as well as receipts, and 
investments made by the foreigners in the country’s local business enterprises on the 
economic development of the country. If we talk about empirical implication, the study gives 
a guideline to the government authorities on how to accelerate the rate of economic growth as 
this paper discusses the role of fiscal policy, the government expenditures and receipts, and 
foreign direct investment in the development of the economy of the country. These findings 
provided the guidelines to the regulators that they should formulate and force the 
management to implement the effective policies that should enhance the economic 
development of the country.     
 
Conclusion and Limitations  
 
The results reveal that the fiscal policy designed by the government authorities has a positive 
relationship with the development in the economy. The paper examines that the rate, nature, 
and the number of taxes enforceable by the fiscal policy put positive influences on the 
development of the economy. In addition, the results indicate that government receipts and 
expenditures are positively linked with the development of the economy. The paper examines 
that the amount collected by the government in the form of taxes or from other sources is 
used in different economic activities and thereby brings improvement in the rate of economic 
development. Similarly, the government expenditures in several progressive economic 
programs signal the development in the economy. Last but not the least, the foreign direct 
investment also adds to the economic development of the country as it accelerates the 
economic activities. 
 
Though the paper has discussed three major constructs of the development in the economy of 
the country such as fiscal policy, government receipts and expenditures, and the foreign 
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direct investment, yet it has some limitations as many other constructs are to be explored. The 
future academics are recommended to address these unexplored constructs of economic 
development. The data has been collected from a particular source the future scholars should 
collect data in support of the study from more than one source. Besides, this study is bout just 
Asian countries the future scholars should expand the scope of the study by including other 
continents too.  
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