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Abstract

Foreign direct investment has been known as
one of the most effective tools for financing
and technology transfer and so there is a huge
competition for attracting multinational
companies among developing countries.
However, the current situation indicates that
the positive effects of FDI do not
automatically occur. To enhance the
productivity and development of domestic
technology capabilities, FDI policies should
be aligned with national industrial policies. A
continuous and targeted engagement between
multinational corporations and the
manufacturing and learning systems of host
country are essential.

In this paper, while exploring recent literature
of FDI, main FDI theories that explain why it
takes place are discussed. Some new
theoretical approaches state that foreign
investment not only serves the purpose of
exploiting technological capabilities in other
countries, but also serves as an important tool
for developing the technological capabilities
of foreign investors; so developing countries
try to attract more share from this kind of FDI
which sets wider linkages with their
innovation system. Also, internationalization
policies (Outward FDI) has recently received
more attention from developing countries.
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5- Equity joint venture
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6- inter-industry
7- Lall

1- backward linkages

2- Local content requirement
3- Forward linkage

4- Dimelis

5- intra-industry
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