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Abstract- The purpose of this paper is to present the literature review of the theory of the Foreign Direct Investments and the basic context related to this study. It is a fact that markets’globalization and internationalization of economic relations which have existed during the recent years, have led to a rapid increase in trade flows, money and capital flows. In such field, the multinational enterprises play the most important role in the development of Foreign Direct Investments. Initially, there is a conceptual approach to the forms of international activities as well as the basic definitions concerning Foreign Direct Investments. Therefore, it follows a description of the reasons for the implementation of Foreign Direct Investments and their forms. The three main types of Foreign Direct Investments, the factors that lead an enterprise to their realization and the incentives to attract them are listed at this paper. The literature review for this study concludes with the major empirical studies conducted on Outward Foreign Direct Investments.
Intex Terms- Foreign Direct Investments (FDI), Outward FDI.
I. INTRODUCTION
It is true that the globalization is a process of developing national industries on an international scale (Kyrkilis, 2010), while internationalization of the economy concerns the development of business strategies on the international market.

In such field, the multinational enterprises play the most important role in the development of Foreign Direct Investment (FDI). The FDI and Multinational Enterprises (ME) can be understood as the two sides of the same coin (Buckley & Casson, 1985). An enterprise without FDI cannot be described as IP (Pitelis & Sudgen, 2002). That is, not one of the other forms of international business activity is sufficient to designate a business as a multinational. The term EP is an enterprise that creates added value in more than one country (Dunning, 1993). In other words, Multinational is an enterprise operating in more than one country (Organization for Economic Co-Operation and Development, 2008). IPs are inextricably linked to FDI. 

Both the economic theory and the recent empirical evidence of the 2000s, they have showed that Foreign Direct Investment has a beneficial effect on developing host countries. Recent work, however, also points to some potential risks that can be reversed through financial transactions. Although the empirical relationship of some of these sources of risk remains to be demonstrated, the potential risks seem to be a hypothesis to discourage the possible impact of Foreign Direct Investment. Policy recommendations for developing countries should focus on improving the investment climate for all types of capital, both domestically and abroad (Lipsey, 2015).

The FDI can offer many advantages to a country. However, there is no excellent way to invest abroad. It is important for a business interested in investing in another country to consider all the relevant factors for a successful investment. It is worth mentioning that Foreign Direct Investment in Eastern Europe has increased very much in recent years due to the region's growth potential while Western Europe remains attractive for investment due to its well-educated workforce and proximity to the market (Lipsey, 2015).
II. LITERATURE REVIEW
1.1 Definition of the Foreign Direct Investment
According to the IMF and the OECD definitions, the Foreign Direct Investment reflects the objective of acquiring a “permanent interest” from a domestic entity of an economy (direct investor) to a company resident in another economy (direct investment enterprise) (OECD, 2016). “Permanent interest” entails the existence of a long-term relationship between the direct investor and the firm as a direct investment and a significant degree of influence in the management of the latter (OECD, 2016).

1.2 Basic Types of Business’ Globalization
The business expansion through internationalization, it is the strategy followed by an organization when it aims to expand its operations beyond the national market. The need for expansion through internationalization arises when an organization has explored all potential for domestic expansion and is looking for opportunities to expand beyond national borders (Al-Sadig, 2013).

However, the transition to a global level is not an easy task, as the organization has to comply with strict benchmarks of price, quality and timely delivery of goods and services, which may vary from country to country. Expansion through internationalization could be done by adopting one of the following strategies (Falzoni, 2010):

1) International Strategy: The businesses adopt an international strategy to create value by offering these products and services to foreign markets where they are not available. This can be done by strictly controlling operations abroad and providing standardized products with little or no differentiation.

2) Multinational Strategy: According to this strategy, multinational companies offer personalized products and services that match local conditions operating on foreign markets. Obviously, this could be a costly assumption because research and development, production and marketing must take into account the local circumstances prevailing in the different countries.

3) Global Strategy: The global businesses are based on a low-cost structure and offer these products and services in the selected foreign markets where they have the know-how. Thus, a standard product or service is offered in selected countries around the world.

4) Transnational Strategy: Within this strategy, the companies adopt the combined approach of multinational and global strategy. Businesses rely both on the low-cost structure and the local response, i.e. according to local conditions. Thus, an enterprise offers its standardized products and services and at the same time ensures that it is in line with the local conditions prevailing in the country where it operates.

1.3 The Wide Impact of the Foreign Direct Investment in Nations
The effects of globalization on the global economy, they have an impact on the economic development of individual countries. The strengthening of globalization is manifested by the fact that foreign capital has become an important element of any economy. According to Bosworth and Collins (1999), the international capital flows are conducted at different levels of the economy, as well as different forms of capital. These forms are international loans, foreign direct investment and portfolio investment abroad. However, it seems that FDI is the best way to raise capital (Bosworth and Collins, 1999). Capital in the form of FDI, this is considered as the safest and most useful form of investment in the country from abroad. Above all, this is due to the long-term stability and to the low sensitivity of this type of investment to the short-term changes in financial conditions in the financial markets.

In the international literature, there are many different definitions of FDI. However, despite the use of multiple definitions, it should be noted that most of them contain a similar wording that suggests that FDI is an international capital movement, which is of a long-term nature, linked to capital movements, know-how and technology, as well and everything related to the impact on business activities and their management. The following definitions are most frequently mentioned and used:

FDI is designed to provide resources and skills that enable the firm to maintain and strengthen its market position by optimizing and improving the organizational structure. In addition, these investments contribute to the technological modernization of the economy and to the dissemination of new management methods. It should also be noted that as a result of the inflow of foreign investment, unemployment is declining, while demand is increasing on the labor market (Baratashvili Bulia, 2011).

Moreover, businesses operating in the international arena take into account many factors (economic conditions) before deciding to place their finances abroad. These conditions are often referred to as the investment climate of the host country. It is of similar importance to the natural resources of the region, so as to influence the choice of the area for FDI. Among the most important factors of FDI are:

· The economic climate (infrastructure and economic development)

· The social climate (situation in the labor market, etc.).

· Political environment (political stability, public support for foreign investors, government policy on foreign investment, level of corruption) (Asiedu, 2001).

It should be noted that many countries are trying to attract foreign investors as they think that foreign investors will have a significant impact on companies that do not have an organized administration and will cover the government plan with their capital. These companies will be able to compete with new foreign firms and develop themselves. The current global economy, as mentioned above, is characterized by influences from the process of globalization. The most important determinants of this process are the participation of countries in international capital flows and their participation in the development of new technologies. It should be noted that there is a close link between these elements, as it is not possible to develop technologies without capital inflows.

The FDI also has an impact on the labor market. The main elements are presented below:

· Mergers and acquisitions related to property change, which are the result of maintaining the current level of employment, or even of job cuts.

· New branches in the capital of the host country, which are directly linked to the creation of new jobs.

· Foreign operations (strategy) can be carried out during the transfer of production abroad. Replacing domestic production can reduce employment. However, if production abroad is complemented by domestic production - it helps to remove the financial, technological and institutional "bottlenecks". In this case, there is a beneficial effect on business operation.

· The host country's foreign investment policy should focus the positive effect of FDI.

The FDI has a positive impact on employment, especially in countries with a high unemployment rate. The influx of foreign investment leads to higher productivity and often higher wages. Very often these two impacts occur simultaneously (creating new jobs or replacing existing ones and providing higher wages on a voluntary basis).
1.4 Factors Affecting the FDI 
Mundell (1997) was one of the first authors to identify these factors and examined the possibility of producer factors and cost between countries. His own research has led to the conclusion that the larger the differences between rich and poor countries, the greater the incentive is created for outgoing flows. Factors affecting FDI are listed below:

1) Human capital: According to De Mello (1997), the potential of enterprises in the productive sector is enhanced by the expansion of investment and economic growth is expanded through FDI. The "training of human resources" is also important for this process. Labor costs are one of the most important factors in attracting FDI as they are negatively correlated with them, as demonstrated by the Barrell & Pain (1996) studies. A country is more likely to opt for investment when labor costs are low.

2) Transparency of procedures: According to Christiansen & Ogutsu (2002), the prevention of discrimination and the safeguarding of transparency principles contribute to the creation of a domestic competitive environment. While the loss of the abovementioned principles may indicate the host country as "inappropriate" to attract new investment.

3) State interference: Affects business activity in terms of profitability, efficiency and profitability. Habash (2007), in his work, states that state policies that ensure macroeconomic stability, complete markets and lead to the creation of new industries for private enterprises.

4) Market size: It is the most important determinant and in combination with economic growth contributes to the success of FDI, as reported by Papathoma (2011). Concerning the host country, the size of the market and the possibility of boosting its economic growth are important factors for potential investors when they are interested in expanding into new markets.

5) Tax policy and tax exemptions: Country governments through fiscal policy implementation and tax incentives tend to attract FDI. More specifically, the tax policies pursued are related to economic integration, and businesses use different tax regimes combined with removing trade barriers due to economic integration. The analysis by Ludema & Wooton (2000) states that creating economic integration either by boosting labor mobility or limiting commercial spending will have a negative effect on tax competition because we are headed towards higher taxes.

6) Bilateral Investment Treaties (BTI) and Double Taxation Agreements (DTTs): These agreements aim at defending the investor's interests and creating a specific legal framework. Bilateral investment agreements ensure investor empowerment for less developed countries.

7) Privatizations: Privatizations of domestic companies enable new investors to proceed with the realization of FDI by fully participating in a state-owned enterprise or by taking part of it. Consequently, the increase in privatizations may have the effect of increasing FDI.

8) Exchange rate: Exchange rates are an important determinant of FDI, especially for countries outside the euro area. Changes in exchange rates may affect investors holding  FDI because these investments are long-lasting and reduce the flexibility of the investment when the exchange rate changes. Such changes may affect overall the investment as well as the costs associated with their implementation.

1.5 Special Incentives to Attract FDI in Countries
Many national agencies tend to exploit the product and service gap in new international markets and maximize their profits. Another reason for multinationals to invest in new markets is to invest in natural resources and to prevent or control the advantages of their competitors in critical areas such as natural resources, technological development, etc. but the main idea behind investment is to increase profitability (Al-Sadig, 2013). The FDI are considered the most important for countries with transitional economies. By offsetting the lack of domestic savings, these investments by their nature entail the creation of new businesses, a fundamental restructuring and the redeeming of existing businesses, thus contributing to greater economic growth. Measures aimed at creating an attractive environment for FDI include three main groups:

· Key measures to create a favorable investment climate.

· The legal and administrative framework for foreign investors.

· Special incentives for FDI.
The effectiveness of shaping the legal framework for foreign investors depends to a large extent on whether the country has managed to implement key measures to create a favorable investment climate. As a result, the same set of regulatory mechanisms and guarantees may affect differently the attractiveness of countries' investments in terms of stability of the investment climate and its compliance with the interests of foreign investors. Countries with developing and transition economies in most cases provide additional guarantees to foreign investors and economic activity, often as exemptions from national treatment. The most important incentives for foreign investors are as follows (Lipsey, 2015):

1) Tax incentives: income tax exemptions, investment and reinvestment capital, accelerated depreciation scheme, income tax exemptions for foreign workers in foreign affiliates, research and development services, advantages in the application of international trade operations and others.

2) Financial incentives: payment of government subsidies to cover part of initial capital costs, provision of preferential loans or loan guarantees, provision of favorable conditions for public security, public participation in shares.

3) Other incentives: public spending on investment infrastructure (Baratashvili, Bulia, 2011).

The FDI policies should include the following key features:

A clear and coherent strategy that reflects the seriousness and longevity of the state's intentions to attract FDI, triggering investor confidence.
Consistency of key policy provisions that attract foreign direct investment to all government sectors at regional and federal level as well as to business circles;

Declarations of compliance and actual actions, lack of short-term political change, clear and concrete action plan of the federal government and regional level, ensuring the improvement of the investment climate.

The policy priorities that attract FDI in its countries need to focus on several aspects:

Promoting people who are indispensable for doing business in economic activities, including exporting competitive products and introducing new technologies.

Sectoral priorities: attracting FDI to high-tech industries that present "barriers" to the production of products and services.

Business priorities: Today it is not practical to encourage large business investments but at the same time it is necessary to pay attention to attracting investment in small and medium-sized enterprises that need to improve the general legal framework

Priorities for regional development: instead of creating artificial onset is necessary to create favorable conditions for investment activity on individual issues by giving them the status of free economic zones in order to use a new strategy to exploit the potential of the regions by developing the infrastructure and administrative institutions that are necessary to achieve an objective to attract potential investors.

Country priorities: to promote the process of attracting FDI to the country's economy, it must diversify the sources of investment flows from both developed and fast-growing markets (Abralava, 2011).
This will require:

Increased spending on research and development of the state budget on the problems of reducing production costs and sales of products. 

Imposing strict restrictions on currency export.

III. CONCLUSION

According to what mentioned above, the FDI is an important factor in the economic strategies that companies and countries will follow. In recent years there has been an increase in investment from emerging and developing economies. A closer look at the features of FDI has revealed changes in investment incentives, ownership patterns, sectoral composition and destinations. These changes are important enough to justify the creation of a new and qualitatively different wave of outgoing FDI (Gammeltoft, 2008).

Since the outgoing FDI is a component of globalization, one would expect to improve the efficiency of the country of origin. This is definitely the conclusion with regard to outgoing FDI from developed countries. However, it can be argued that the links between outgoing FDI, globalization and real income growth in developing countries are not as simple or as important as in the case of developed countries. In particular, benefits of technological and cognitive transfers are weakening in the case of developing countries from the constraints on their absorption capacity.

Another case being considered for the factors determining outgoing FDI is given as an example for this assessment of time series of data for developed European countries and countries outside the European Union. The results show that gross national product (GDP) as well as exchange rates are the most important determinants of outgoing FDI. It has also been demonstrated that developed European countries specialize in human capital intensification, while non-European countries in the field of technology (Kyrkillis, Pantelidis, 2003).
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