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with trade and the international economy, while micro-economic theories of FDI are specific to specific
enterprises linked to property and internationalization preferences and to the productive economy, the
bias of market imperfections. Theories of FDI are quite complicated for explanation and application. This
article tries to explain different approaches to the study of FDI phenomena by analyzing the basic theories
used in many scientific works.

Although there are many theories to explain this phenomenon, but no theory is appropriate for all
types of direct investment or investment made by a specific multinational corporation or country in any
region.

After World War II, when globalization began to gather pace, the foreign direct investment increased
sharply. In the 1950–1960s due to the growing importance of multinational enterprises and foreign
investments, especially of the investment flows from the United States to Europe, the attention of many
researchers was attracted to the phenomenon of international production. As a result, during this period,
many theories were formulated to explain the international capital movement. The definition of the
corresponding explanation for FDI was first made in the 1960s. Afterwards with the increasing role of the
MNE researchers tried to derive a general theory of FDI. Since then, many theories have been devoted to
various aspects of the international capital movement. Some of the theories called the imperfection of the
market as the main reason for the emergence of FDI, others considered the benefits of oligopoly or
monopoly. There are also FDI theories that link investments with international trade.

The article traces the evolution of theories of direct foreign investment (FDI) over the past decades.
An attempt has been made to explain the phenomenon of growth of international companies from
developing countries. The application of a separate theory differs depending on the type and origin of the
investment. Nevertheless, all these theories are unanimous in their view of the fact that the firm goes
abroad with investments in order to take advantage of the form of location, ownership or
internationalization of the markets.

Key words: direct foreign investments; the theory of the product life cycle; the theory of the path of
investment development; multinational enterprises; imperfect market; eclectic paradigm; internalization.


