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Foreign direct investment as a catalyst 
for domestic firm development: the 

case of Sri Lanka

Palitha Konara and Yingqi Wei*

Foreign direct investment (FDI) carried out by multinational enterprises 
(MNEs) is recognized as a mechanism through which domestic firms 

investigate the role of FDI for domestic firm development at the firm 
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1.  Introduction

to attract foreign direct investment (FDI) with the view that FDI is an 

most efficient way to access these assets because domestic firms can be in 
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FDI can potentially improve the productivity of domestic firms through 
direct effects on MNE’s local affiliates and through indirect or spillover 

concern that MNEs and FDI may negatively impact on domestic firms 

It is therefore essential to place the study of FDI in a specific country 
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the parliament – the Revival of Under Performing Enterprises or Under 

attractive location of FDI and may suggest that discomfort with and 

therefore paramount to evaluate the role of MNEs and FDI in domestic 

Figure 1: FDI in Sri Lanka, US$ million 
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