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The Types of Multinational Enterprise Model
— A General Equilibrium Approach —

For many years, international economists have made efforts to build up “basic theory” of
foreign direct investment and multinational enterprise, which are to embed
multinational firm in the basic trade theory in general equilibrium framework. Now we
have the models of multinational enterprise by Helpman, Krugman, Markusen, Ethier,
and Brainard among others in this context. The “knowledge capital model” proposed by
Markusen(2002) seems to be one of the most promising candidate for explaining
international trade and investment in integrated and systematic way in general
equilibrium approach. The purpose of this paper is to discuss the structure, implications,
and empirical validity of the “knowledge capital model” and to show an agenda for

further research in establishing basic theory of foreign direct investment.
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