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An Analytical Study of the Relationship Between Foreign Direct Investment and International Trade in Light of

Theoretical Models and Empirical Studies
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Abstract:
The present research paper aims to study the nature of the relationship between foreign direct investment
(FDI) and international trade (IT) in light of theoretical models and empirical studies. The study, after examining
the relationship between the two phenomena through theories of IT and FDI, reached different points of view.
FDland IT as alternatives to each other, while the second point of view believes that they are complementary.
The results of the econometric studies varied about the nature of the relationship which differs according
to the studied region. Some studies concluded that if the FDI incoming to the host country is a trade-oriented
investment, the relationship between FDI and IT is a complementary one, while other studies reached opposite
results and considered FDI and IT as alternatives to each other in the event that FDI is anti-trade.
Keywords: Foreign Direct Investment, International Trade, Relationship, Complementarity, Substitutability.
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