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ABSTRACT

The author, by means of modern economic theories and methods, constructs a
theoretical framework of game analysis which centers on the creation and distribution of
return on transnational corporation investment. His work not only fills certain blanks in the
existing theories through effectively explaining the establishment and implementation of a
host country’s foreign investment policy, but also consistently analyzes the investing
behavior of the transnational corporation investors, the actions taken by the host country to
attract foreign fund, and the interaction between the two sides. Thus, he creates a relatively

complete theory of international investment.

Under quite simplified assumption, author carry through the complete information
static game analysis and the complete information dynamic analysis, and deduced the
conclusion: keeping other conditions unchangeable, the best preferential level to foreign
investment should change in corporation with the host country’s demand for FDI or its
capital gap, and should be concerned with its investment circumstance. With this
interference, author successfully explains the evolution process of the preferential policy

of our country in the last four decades

Key words: Transnational Corporation, Host Country, FDI, Foreign Investment Policy,
Game Theory
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