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[bookmark: _Toc224759256]1. Introduction 
[bookmark: _Toc224759257]1.1 Background of the Study
The Foreign Direct Investment (FDI) has a central impact on the economic development patterns of many countries largely because it induces capital inflows, the spread of technology, and provides job opportunities. In the United Kingdom, the FDI is considered to be one of the key drivers of the growth and development of economy and industry due to quite advanced macroeconomic conditions, well-developed financial market, and favorable investment policy (Othman et al., 2019).
FDI does not only enhance the national economic level but also the performance of firms through improvements in their level of operational efficiency, access to the latest technology, and management skills. In cases where foreign firms invest in the host economies, they often inject new production practices and managerial culture that improves performance and profitability of local firms (Muharremi et al., 2025).
FDI has been a major contributor to the manufacturing, finance, and technology sectors of the United Kingdom where foreign investors integrate with the local firms to boost productivity and incite innovation. The previous studies reveal that presence of multinational firms has a positive effect on the corporate performance, as it allows spreading knowledge and expanding access to international markets (Ferraz et al., 2025).

[bookmark: _Toc224759258]1.2 Problem Statement / Research Gap
Although many studies have explored the relationship between FDI and economic growth, there are limited studies that specifically dealt with the effects of FDI on the financial performance of individual firms in the United Kingdom. Most of the existing studies focus on the macroeconomic implications of FDI, and overlook its direct effects on the financial indicators of firms, such as profitability, productivity, and market performance (Osuji et al., 2025).
In addition, previous studies are often concentrated on emerging or developing economies; relatively less numerous of the studies can provide exhaustive empirical data related to the developed economies, including the United Kingdom. Thus, there is still gap in knowledge regarding the effect of foreign investment on corporate financial performance in developed markets, which have a significant institutional and economic differentiation (Othman et al., 2019).
Moreover, the fast globalization of the business and the increasing influx of foreign capital flows have escalated the competition among the firms hence making it necessary to establish whether FDI does indeed improve the performance of the firms or it exerts competitive pressures upon the domestic firms. In line with this, additional studies are needed to investigate the correlation existing between the inflows of FDI and the financial performance of the UK firms with the aim of providing new evidence and an improved understanding of the existing current body of scholarly literature (Ferraz et al., 2025).

[bookmark: _Toc224759259]1.3 Research Aim
The aim of this study is to examine the impact of foreign direct investment on the financial performance of UK firms.

[bookmark: _Toc224759260]1.4 Research Objectives
· To identify the level of foreign direct investment (FDI) inflows in the United Kingdom.
· To examine the impact of foreign direct investment (FDI) on the financial performance of UK firms.
· To provide recommendations to enhance the positive impact of FDI on the financial performance of UK firms.

[bookmark: _Toc224759261]1.5 Research Questions / Hypotheses
[bookmark: _Toc224759262]1.5.1 Research Questions
· What is the level of foreign direct investment (FDI) inflows in the United Kingdom?
· What is the impact of foreign direct investment (FDI) on the financial performance of UK firms?
· What strategies can enhance the positive impact of foreign direct investment (FDI) on the financial performance of UK firms?

[bookmark: _Toc224759263]1.5.2 Hypothesis
H1: There is a significant impact of FDI Inflow Volume on the financial performance of UK firms.
H2: There is a significant impact of Foreign Ownership Level on the financial performance of UK firms.
H3: There is a significant impact of Technology and Knowledge Transfer on the financial performance of UK firms.
H4: There is a significant impact of Capital Investment from Foreign Firms on the financial performance of UK firms.

[bookmark: _Toc224759264]1.6 Significance of the Study
The findings will also have an impact on the academic literature by filling the gap between macroeconomic FDI studies and firm level financial performance analysis. Specifically targeting UK companies, the study will present an up to date information regarding the impacts of international investment in the aspects of profitability, productivity, and competitiveness in developed economic models (Muharremi et al., 2025).
The research will also be beneficial to the policy makers who are involved in formulating the investment policies that prioritize the attraction of foreign capital. The financial implications of FDI will help the governments to design strategies enabling them maximise the benefits of foreign investment and, at the same time, mitigate possible negative impacts of foreign investment on local businesses (Yeboah et al., 2025).

[bookmark: _Toc224759265]2. Literature review 
[bookmark: _Toc224759266]2.1 Foreign Direct Investment (FDI)
Foreign Direct Investment (FDI) refers to the investment of a company or a person based in one country in the business of another country provision of obtaining sustainable interest and having control over a managerial role in the target business (Chizema, 2025). FDI is a key process of economic integration in the world because the flow of capital, technology, and knowledge internationally takes place through this process (Marozva et al., 2025). Moreover, FDI helps multinational companies to set up subsidiaries, joint ventures, or partnerships in host economies, hence helping in their development and increasing their market share (Utouh et al., 2024).
FDI is considered to be one of the major drivers of economic growth as it contributes to industrialization, productivity, and the creation of job opportunities in the host economies to a large extent (Chizema, 2025). Additionally, the foreign investors often market innovative technologies, new management, and business approach to improve the operational efficiency of the domestic businesses (Fawaz, 2025). As a result, countries enter into the competition of attracting such investors by providing a favorable policy, providing stable economic conditions, and offering appealing incentive packages (Marozva et al., 2025).

[bookmark: _Toc224759267]2.2 Financial Performance
Financial performance involves the ability of a firm to make profits as well as efficiently utilize its resources towards the achievement of organizational goals (Khoza, 2025). This construct is often operationalised within a set of financial choices, which include return on assets, a return on equity, profitability, liquidity, and market value (Jaiswal et al., 2025). The indicators help to evaluate how effectively a firm manages its financial resources and how it operates in competitive markets (Irshoud et al., 2025).
Strong financial performance is essential for business sustainability because it enables firms to expand their operations, invest in innovation, and maintain competitive advantages (Khoza, 2025). Strong financial performance reflects a component of sustainability of the business since it enables the growth of corporate activities, investment in innovation, and maintenance of competitive advantages (Khoza, 2025). The financial performance is also used as a tool in determining the effectiveness of managerial tactics and operation choices employed in an organization (Jaiswal et al., 2025). Corporate organizations with high financial performance stand in a better position to draw in investors, secure financial resources and realize long term long-term growth (Irshoud et al., 2025).

[bookmark: _Toc224759268]2.3 The Relationship between Foreign Direct Investment (FDI) and the Financial Performance of UK Firms
The foreign direct investment produces a significant impact on corporate financial performance by enabling firms to gain enhanced access to additional financial resources and increased international marketplaces (Chizema, 2025). The entry of foreign investors in local businesses may also come with capital, technical, and managerial skills, which can increase the efficiency and productivity of operations (Fawaz, 2025). The increase in profitability and high financial performance of host-country firms has been tied to such improvements (Utouh et al., 2024).
Foreign direct investment (FDI) has been identified as a major factor of entrepreneurial growth and macro-financial stability in various sectors of the industry in the United Kingdom (Osuji et al., 2025). The existence of multinational firms supports knowledge transfer and innovation opportunities, thus improving the competitiveness of local firms (Marozva et al., 2025). Moreover, the interaction of foreign and local business enhances the accessibility to the global supply chain and international market, which has a positive impact on the firm revenue and profitability (Chizema, 2025).

[bookmark: _Toc224759269]2.4 Theoretical Framework
Foreign direct investment and firm performance relationship can be explained using a number of economic and managerial theoretical models. One of the most notable frameworks is the Eclectic Paradigm (OLI Theory), which assumes that the companies move towards foreign investment when they have ownership, location, and internalization advantages (Chizema, 2025). Based on this theoretical approach, multinational corporations invest in the host countries where they can reap the advantages of a favourable economic environment and obtain entry to new markets (Fawaz, 2025).
Another relevant theoretical framework is the Knowledge Spillover Theory that explains how foreign investment leads to technological diffusion and knowledge transfer in host countries (Utouh et al., 2024). By working with multinational companies, local companies gain new technologies and management practices, which adds to productivity and performance (Marozva et al., 2025).

[bookmark: _Toc224759270]2.5 Empirical Studies
Empirical research provides the substantive evidence related to the role of foreign direct investment (FDI) in economic development and performance of firms in the different national settings. Chizema (2025) concluded that FDI significantly boosts economic growth by increasing the productivity of the industry and technological growth in the host economies. On the same note, Utouh et al. (2024) empirically established that foreign investment has a strong impact on establishing industrialization and increasing economic growth in the developing countries.
As is proven by Marozva et al. (2025), inflows of FDI positively affect the development of financial markets and have a positive impact on macroeconomic stability. Osuji et al. (2025) find a positive correlation between FDI and macroeconomic growth in the United Kingdom hence supporting the thesis statement that foreign investment is a driver of the national economy.

[bookmark: _Toc224759271]2.6 Research Gap
Despite many studies that have been conducted to explore the contribution of FDI towards the economic growth and development, little empirical research has focused on the particular effect of FDI on the financial performance of firms in the United Kingdom. Most of the available literature focuses on macroeconomic impacts of FDI as opposed to firm-level financial indicators (profitability and productivity). Additionally, the available academic literature is mostly focused on developing economies and thus leading to a gap on the nexus of FDI and firm performance in developed markets like the United Kingdom. This leads to a strong desire to conduct an additional empirical research to evaluate the effect of FDI on the financial performance of UK firms, hence providing modern empirical evidence.

[bookmark: _Toc224759272]2.7 Conceptual Framework
Dependent variable
Independent variable (Foreign Direct Investment (FDI)


FDI Inflow Volume



Foreign Ownership Level
Financial Performance


Technology and Knowledge Transfer


Capital Investment from Foreign Firms




Figure 1: Conceptual Framework
(Developed by student)

FDI Inflow Volume
The volume of FDI inflow is defined as the sum total of inflow of foreign direct investment to enterprises located in a host jurisdiction. High FDI inflows are linked to improved access to capital, expansion of business, and augmentation of economic development by strengthening financial resources and diversifying investment opportunity to firms (Chizema, 2025).
Foreign Ownership Level
The foreign ownership level is defined as the ratio of shares in the domestic companies owned by the foreign investors. High foreign ownership rates are linked to enhanced corporate governance, generation of foreign operating practices, and increase in operational efficiency and competitiveness in the international markets (Fawaz, 2025).
Technology and Knowledge Transfer
Knowledge transfer and technology takes place whereby foreign investors bring in the latest technologies, skills, and high-quality managerial practices to the local companies. This transfer leads to increased productivity, innovation, and efficient operation, which benefits the overall financial performance of enterprises in a positive way (Utouh et al., 2024).
Capital Investment from Foreign Firms
Capital investment of foreign firms represents the movement of financial means by multinational firms to the businesses of a host country. These investments ease the growth of the business, development of infrastructure, and improvement in operations, and consequently lead to increased profitability and continual expansion of the company (Marozva et al., 2025).

[bookmark: _Toc224759273]3. Methodology
[bookmark: _Toc224759274]3.1 Research Philosophy
Research philosophy refers to the set of beliefs and assumptions in which knowledge is developed and understood in the context of research. The current study follows positivist epistemology, which has the focus on objective measurement and statistical analysis of observable data. Positivism is commonly used in quantitative studies because it helps to test the hypothesis and find intervariable relations with the help of using numerical data and empirical findings (Saunders et al., 2019).

[bookmark: _Toc224759275]3.2 Research Approach
The research paradigm of the present study is deductive in nature, as the theory consists of the formulated hypothesis based on the available theoretical framework and is then empirically tested with the help of the gathered data. The deductive methodology starts with general theoretical concepts and gradually narrows down to empirical phenomena (Saunders et al., 2019).

[bookmark: _Toc224759276]3.3 Research Strategy
This research design involves the use of survey research method to get the data of the respondents. The use of survey research within the business and management research implies that it allows a researcher to gather a large number of participants systematically and efficiently (Creswell, 2018).

[bookmark: _Toc224759277]3.4 Research Design
The research was a quantitative, cross-sectional study. Quantitative studies focus on the application of numerical data and statistical tests in order to explain the relationships between variables. A cross-sectional design involves gathering data only at one point in time, as opposed to a long duration of time (Saunders et al., 2019).

[bookmark: _Toc224759278]3.5 Data Collection Method
The research will utilize primary data collection techniques where original information will be obtained by the researcher directly through respondents. The data will be collected through a complex online questionnaire with closed-ended questions with a Likert scale (Creswell, 2018).

[bookmark: _Toc224759279]3.6 Target Population
This population will be made up of individuals that work within companies that are based in the United Kingdom, as managers and employees, and any other professionals, who have knowledge or experience regarding foreign investment and business performance. The selected respondents are considered fit because they have the ability to provide relevant information on the association between foreign direct investment and the performances of firms (Saunders et al., 2019).

[bookmark: _Toc224759280]3.7 Sampling Method
The research will use simple random sampling technique to choose members of the target population. The sampling process ensures that every member of the population will have the same likelihood of being selected, which will minimize the possibility of selection bias and improve the credibility of the resulting results (Creswell, 2018).

[bookmark: _Toc224759281]3.8 Sample Size
This research study will involve 100 respondents as the sample size. A sample population of 100 individuals is considered sufficient in the context of quantitative studies, which allows the researcher to conduct statistical methods, including correlation and regression, to test the connection between the variables (Saunders et al., 2019).

[bookmark: _Toc224759282]3.9 Data Analysis Techniques
Statistical analysis will be applied to the obtained dataset. The descriptive statistics will be used to briefly summarize the data and the profiles of the respondents in terms of their salient characteristics. The correlation analysis will be used to determine the relationship between variables who relate to foreign direct investment and financial performance. Moreover, the multiple regression analysis will be used to measure the impact of the independent variables on the dependent variable (Creswell, 2018).

[bookmark: _Toc224759283]3.10 Reliability and Validity
In order to determine the reliability of the research instrument, this study shall make use of Cronbach alpha in order to test the internal consistency of the questionnaire items. A pilot study will also be undertaken with a small group of respondents before the actual process of data collection. Pilot testing also helps to identify any possible flaws of the questionnaire and increases the validity of the research tool (Saunders et al., 2019).

[bookmark: _Toc224759284]3.11 Ethical Considerations
The most important element in the research is the ethical consideration that guarantees the protection of the rights and privacy of the research subjects. The study will inform the respondents about the purpose of the study and will give their consent to participate in a voluntary manner. The anonymity and confidentiality of respondents will be maintained, and the obtained data will be used exclusively in academic purposes (Creswell, 2018).

[bookmark: _Toc224759285]4. Expected Findings
The current study is expected to find a positive relationship between foreign direct investment and financial success of firms that are headquartered in the United Kingdom. FDI inflows, foreign ownership, transfer of technology and capital investment are increased which is postulated to raise profitability, productivity and total competitiveness of the firms. The findings indicate that companies with foreign investment have a better financial performance, which can be explained by the improved availability of resources and practices in resource management (Saunders et al., 2019).

[bookmark: _Toc224759286]5. Limitations
The current study is likely to face a number of limitations. First of all, the use of a small sample of 100 participants, which is mostly empirical, can limit the projection of the subsequent results. Secondly, there is the possibility of bias of response due to the implementation of self-reported survey data. Thirdly, the cross-sectional methodological approach only records information at a temporal point in time, which may not have sufficient ability to effectively represent the perspectives of foreign direct investment on firm performance over time (Creswell, 2018).

[bookmark: _Toc224759287]6. Timeframe
	MONTH
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Table 1: Timeframe
(Developed by student)

[bookmark: _Toc224759288]7. Conclusion
Finally, this chapter outlines the research methodology to be used to analyse the effect of foreign direct investment on the financial performance of firms in the United Kingdom. The research has a positivist epistemology, a deductive mode of reasoning, and employs a quantitative cross-sectional research design. The structured online questionnaire will be used to collect data by sending 100 participants and will be later statistically analyzed. The embraced methodology will provide a systematic approach to the examination of the connection between foreign direct investment and firm performance, as well as will guarantee the reliability, validity, and ethical standards of the study (Creswell, 2018).
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