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· Chapter 1: General Framework

Introduction

Meaning

FDI those three letters stand for Foreign Direct Investment, the general definition of FDI is a direct investment by an organization in another country. This venture is different from investing in the same country while FDI enterprises operates away from the home country economy, this gives them the step front in taking the economic advantage of other countries. Moreover, the enterprise must own at least 10% or more of the voting power in the new venture. 
Referring to the history the United State of America was the first country to practice the activity of FDI. Furthermore, many nations started to follow the steps on the USA including the countries which was not in a good financial term, thus it started to spread across the world after the World War II the number of countries which was adapting FDI started to increase. 
In the last couple of decades, the practice has grown significantly, which led to generating job opportunities and enhancing the labor sector. The organizations started understanding the idea of FDI is a major aspect involved in creating job opportunities in other countries. A firm known as Legislation introduced in the beginning of 1970s to end the tax on FDI. However, members of the congress and business owners fought against that because it will limit their business expansion. The key of understanding FDI is to get a proper view of the global scale of organizations who can make such investments. 
A well prepared FDI plan is able to change the performance of a firm, for example providing product and services in a country where they have never been available there might lead to a very high demand to your product and services, moreover making such investment abroad can give the firm the advantage of decreasing their manufacturing cost, for example Apple company manufactures its product in China while the company exist in USA the reason of this is because the resources in China is less costly than USA, both parties enjoys the advantage where Apple decreases its cost in making product and China offers its citizens more job opportunities.
The original understanding of FDI is for a company to control 10% of a voting power, however in recent years’ things has started to grow and nowadays investors controls long-term. Nowadays, FDI has significantly grown, where this growth has been facilitated by changes in regulation in both investor and investee countries, the dollar where invested in such developing countries and it has increased 40 times more in the last 30 years. The financial power of the investing firm has sometimes led to a failure for some small companies in the target country. On the major reasons is that FDI in equipment and building accounts for expanding the activity of FDI. Organizations from the originating country gain a financial strength in the hosting country, even from this hosting country will still accept FDI because of the positive impact it has on the smaller economy. 
FDI usually involved participant of management, transfer technology and joint venture. Moreover, FDI is divided into two types first is inward foreign direct investment and the second is outward foreign direct investment and the result will conclude either positive or negative. Below are some of the key definitions. 
1) Foreign direct investment: when a company invest in a foreign country and take affective control in production or other facilities. 
2) Foreign subsidiaries: oversea entities or units. 
3) Host country: the country where the foreign company operates. 
4) Flow of FDI: FDI amount taken in a specific period. 
5) Stock of FDI: the total amount of value owned by the company.
6) Inflow/outflows of FDI: the flow of FDI in or out a country. 
7) Foreign portfolio investment: A investment made by individual, firm or a public in a foreign country. 
Manufacturing FDI requires to start producing facilities. 
Service FDI requires investment in building and land facilities. 
Portfolio theory the behavior of companies or individuals showing large amount of asset. 


Productive life cycle theory 
FDI encourages countries to develop their economy and to seek for innovation, for those countries who are innovative FDI plays a role in being mass produced. 
The electric paradigm
Differentiate between: 
Transactional market failure: failing in reducing the cost and services of products. 
Structural market failure: rising monopoly because of foreign interferons. 

A dynamic capability perspective:
a) A company ability to utilize, deploy, diffuse and rebuild company’s resource for being competitive. 
b) It is needed to efficiently use and build dynamic capability for quality and quantity. 
c) Firms must concentrate on the host environment. 
Monopolistic advantage theory: 
An MNE enable monopolistic and gives an advantage 
 Advantages of monopolistic: 
1) Economic of scale. 
2) Superior knowledge. 






Objective of the study 
This research project identifies the meaning and definition of foreign direct investment, where it focuses on FDI in Oman during the period from 1980-2013 it investigated the market situation, inflation rate, natural resource, government expenditure and trade openness. This project aims to measure FDI in Oman and how Oman can grow through investment. Furthermore, this research gives a deep explanation on how to invest to develop or keep on developing a country. 

· Chapter 2: Literature Review

Theoretical framework
Although a clear and defined relationship has not been established in the existing studies regarding the influence of FDI on economic wellbeing within a country, many empirical studies have attempted to connect various aspects of a country’s economy to FDI. As a result, this has been a basis for extensive research that, interestingly, has seen most of them report a positive congruence between all aspects of a country’s economics and its openness to the foreign investors. In one of these studies, Albu (2013) examined various economic growth models from the past as well as the modern times in both developed and developing countries. In both cases, however, Albu (2013) identified a close relationship where both the developed and developing countries showed exhibited a relatively higher growth and development rate following the high foreign direct investment. Similarly, the United Nations (2005) found a higher propensity for developed countries to developing even further through enacting policies that facilitated a constant rise in FDI by about 40%. As a result, a significant rise was then reflected in the countries’ GDP due to a gradual increase in the exports within these countries. This report was also backed by Kida (2014), and who identified a double relationship between the two factors. In this case, higher economic growth propelled growth in the FDI, while as a higher FDI also stimulated a higher development in the rate of economic growth and development. 
The presence of foreign traders has for long been identified as a cause for rising living standards in addition to balancing a country’s internal and external economic performance. In this case, Juverdeanu (2013) reported that many countries were reporting improved sustainability as a result of an increase in exports arising from the investment by foreigners and that further led to the diversification of the local operations. As a result, failure to expand the presence of foreign presence in the local economy could likely lead to not only to an imbalance between the internal and external economic environment but also derail the rate of development of a country. As reported by Abzari, Zarei & Esfahani (2011), globalization and expansion of financial markets have propelled a wave of development that has impacted both the developed and the less developed nations. However, the latest of these waves appear to be more oriented towards the developed nations and further improving the performance of these nations in terms of degree of technological development and adoption, technical know-how, exports, workforce, inflation, and the exchange rate of every nation. In this case, Alfaro, Chanda, Kalemli-Ozcan & Sayek (2004) insist that FDI is an important aspect of every nation that should be nurtured in order for that particular country to raise its economic leverage.
Impact of FDI
Foreign direct investment is one of the major drivers of economic growth and development. In the many existing studies that have attempted to examine the topic from a broad perspective, it has been established that the role of FDI in employment, export, and reduction of inflation have been the major benefits that have led governments to encourage foreigners to invest in their countries (Yu, Xin, Guo & Liu (2011). In this case, Yu et al. cite the Chinese case whereby, despite the country having the largest population in the world and a high population density, the country has managed to reduce its unemployment rates by encouraging conglomerates and other large corporations to establish their operations in the land. This report is backed up by the findings from a different report by Tiwari & Matascu (2011) who reported that such companies are necessary for creating a wave of change and growth within such countries by enabling them to utilize their resources to gain foreign income. This has been the case in China where China’s cheap resources such as labor and the free market have necessitated the entry of many foreign companies. Similarly, the case has been similar in the Middle East and where the presence of foreign countries have brought in the much-needed resources to advance the production of oil and thus spurring a wave of development in these countries. According to Shahbaz, Zeshan & Afza (2009), this is what has majorly led to the development of the Middle Eastern countries and their rise in the recent past and achieve some of the biggest economic growth levels in the world.
One of the basic steps towards achieving a high foreign direct investment is through the restructuring of the government policies so as to encourage more foreigners into investing. In this regard, Santander Trade (2017) reported that the openness of the Oman Government to the foreign investors was the leading cause of the rising interest of companies to work in this region. In this case, Oman recorded a record 8.0 rating on the Index of Transactional Transparency, which way exceeded previous leaders such as the US that recorded 7.0 and a 5.0 rating on the Index of Investor Protection. These sentiments have been backed up by other Razmi & Refaei (2013) and who, in one of their recent research, found that trade openness and economic freedom among the Omanis was the major drive towards the rising number of foreigners conducting business in the Middle Eastern State. As noted by Omri & Kahouli (2013), there is a tight connection between a nation’s status on the global economic environment and the interaction between the county and investors from the global platform. While focusing on the Middle Eastern and North African regions, the researchers identified that these countries had gained a high economic significance majorly by their exports and particularly since the environment in the region puts at a disadvantage contrary to other regions such as South East Asia that rely heavily on agriculture. Similarly, Elboiashi, Noorbakhsh, Paloni & Azemar (2009) reported that the oil industry requires a high presence of foreign investors, which supplies capital in addition to simplifying the ability of the nation to find a market for its markets. As a result, this is essential in the expanding the export industry through securing market in areas where the foreign investors have operations. 
Foreign investment helps greatly in achieving a leverage on the global economic significance as well as the global economic and financial share. According to Yu et al. (2011), raising a country’s foreign investment is one of the major steps towards achieving higher development. In their research, these authors identified that policies that encouraged higher FDI helped the nation in gaining a higher technological and processing abilities. In this case, similar sentiments are reported by Abdouli & Hammami (2017) who insist that FDI can “positively affect economic growth through the transfer of technology and know-how” as well as “reducing the technology gap between the foreign and local firms.” Additionally, Belloumi (2014) noted that FDI is responsible for boosting the overall economic growth within the host countries. In this case, countries such as Oman and other Middle Easter have benefited heavily by rising as among the most advanced technology-wise despite lagging behind a few decades ago. In this case, Balloumi (2014) insists that nations seeking diversified development should seek such diversification from local technologies as well as direct investments.
Qatar’s FDI
Foreign Direct Investment plays a very significant role in the growth and expansion of every nation. Various reports have shown that Oman has for long been among the leading nations in terms of foreign direct investment percentage relative to the country’s GDP. As time series analysis of recent data by the World Bank, however, show that the percentage of Oman’s FDI relative to the GDP is slowly reducing. In fact, The Globe Economy (2016) shows that the country’s FDI has in the recent past been a major drive to the country’s development, hitting as high as 7.92% of the national GDP in 2007. Notably, this was a time when other economies had begun collapsing at the beginning of the global economic instability that saw many businesses withdraw their international operations (Stoddard & Noy, 2015). However, Oman has continually developed a constant influence to foreign companies due to the favorable government policies that create a favorable environment for foreign operators. As per a recent report by Santander Trade (2017), Oman recorded a record 8.0 rating on the Index of Transactional Transparency, which way exceeded previous leaders such as the US that recorded 7.0. Similarly, the country hit a 5.0 rating on the Index of Investor Protection, a factor that Santander Trade (2017) argues has been among the leading factor for foreign organizations interested in investing in Oman. 
The Globe Economy (2016) shows that the percentage of Oman’s FDI relative to the country’s GDP has been reducing in the recent past, shooting down to 2.04% in the year 2013. This was as a result of a gradual steep drop from the record 7.89% six years earlier. As indicated by The Global Economy (2016), the country had for long attracted very few external investors and particularly as a result of the low growth that was present in the country during the 1980s, 1990s, and the early 2000s (See Fig 1). Even with the falling percentages that the country recorded, it was able to maintain a rating higher than fellow regional counterparts such as UAE and Saudi Arabia that recorded 0.77% and 0.72% respectively, and most importantly China at 0.78% despite being one of the leaders in FDI financial value (Index Mundi, 2015).
Fig 1: Oman FDI as a percentage of GDP
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Source : http://www.theglobaleconomy.com/Oman/fdi_dollars/
Oman’s operations were majorly restricted to internal operators and that, according to Mellahi, Guermat, Frynas & Al-Bortmani (2003), contributed heavily to the lower rate of national economic development recorded by Oman during that period. Mellahi et al. further insist that the more Oman opened up to external investors, the higher the country developed internally as well as in terms of its GDP. In fact, this is one of the basis that the researchers give for the falling percentage recording that was experienced during the early 2000s by arguing that the high wave of GDP growth overshadowed the proportion held by the FDI at that period. In fact, Mellahi et al. (2003) had projected the significance of FDI to rise for the next few years following their 2003 research as a result of the rising purchasing power and market size at Oman. In this case, it was reported that Oman’s FDI stood at 6.48 OMR billion as at 2012, which is one of the largest amounts in the Middle East and Asia (International Trade Administration, 2013). Interestingly, this figure was realized after a rise of approximately 41% from the previous year’s amount. The high foreign direct investment amounts were heavily attributed to the rising operations in the energy sector, and particularly the oil sector, which attracted foreign investment amounts worth 3.07 OMR billion, which is close to half the total amount of FDI (International Trade Administration, 2013). Coincidentally, this report reported some of the largest energy sector conglomerates as among the largest investors in the country in the recent past led by BP, which is one of the largest oil companies in the world. 
Many large organizations have continued to penetrate the Omani market due to its potential for growth and favorable economic and political environment. According to Mellahi et al. (2013), Oman and the larger Middle East region have managed to maintain a favorable economic and political environment necessitated by the policies enacted by the national government and the lifestyle of the people in the country. This is contrary to most other countries in the Asian region that have experienced vigorous and unstable economic and political turmoil in the recent past, which has shifted focus and particularly in the oil industry from these nations to Oman, UAE, and Saudi Arabia, among a few more others (International Trade Administration, 2016). In fact, ONA (2017) reports that the entry of BP into the Omani economy heavily restructured the FDI composition and made the UK the leading country in terms if foreign investment in Oman. ONA further reports that unlike the fears in the early 2010s that the FDI would reduce following the recent global economic crisis that extended to 2010 and 2011 in some economy.
· Chapter 3: Methodology

Research methodology 
To complete this research project successfully I will be taking the following steps. 

Data collection:
This research project will be mainly collecting information through secondary data, the following are the information sources I will be using, internet, books, newspapers, literatures and other reports and projects. 

Definition 
The three letters FDI stands for foreign direct investment, the general definition is the investment made to raise the business interest of the investor in a company, which is in different nation separated from the origin country of the investor. The relationship of FDI consist of a parent business enterprise and its foreign association together they form an MNC. 
The parent company seeks through foreign direct investment to gain control over the foreign subsidiaries. The word “control” is identified as owning 10% or more of ordinary shares or access to voting right in board of directors. Owning shares less than 10% is portfolio investment and not recognized as FDI. Foreign direct investment is investing of foreign asset into domestic structure, organizations and equipment. Where it doesn’t include shares in the market, foreign direct investment is greater than investing in equity of the companies because equity investment is highly risky at any time it can vanish, on the other hand foreign direct investment is durable and useful in any form. 
History 
After World War II the United State of America came up with FDI, far as the world started to recover from the destruction made from conflicts. Between 1945-1960 FDI spreading globally, through time it started growing and became a phenomenon where a big number of countries started adapting FDI thus it led to improve the economy of countries, furthermore to became a measure of foreign ownership of productive asset for example mines, land and factories. When FDI grows the world, economy grows with it. 

Foreign direct investor 
A foreign direct investor is known to be an individual, firm, organization, government, an incorporated or unincorporated public or enterprise which has a direct subsidiary functions in a foreign country and the origin firm is known as the parent company. 
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Types of FDI
Generally, FDI is classified into two types: 
A) Inward FDI.
Various economic factors encourage FDI inwards, which includes tax breaks, interest loan, subsidies, removal of limitation and restriction and grants.  
B) Outward FDI. 
Usually outward FDI is backed by the government which determines if the country should accept foreign direct investment or not. 

Methods of foreign direct investment 
A foreign direct investor has the right to own 10% or more of the voting power of a company through the following methods: 
1) Through acquisition or merger of unrelated company. 
2) Through being a part of joint venture with another investor. 
3) By combining with a subsidiary or a company. 
4) By owning shares of an enterprise.
Importance of FDI
The main address is that it allows firms to accomplish the following tasks. First, it allows companies to trade beyond the country that it is in this is following by great expansion and to be known internationally and gives the company a chance to develop itself and gain more revenue. Moreover, some countries have a strict laws and regulation regarding to the firms by investing abroad the company may find a country which is not as strict as the mother country, for example some countries obligate the firm to pay high amount of tax at the end of each year. Furthermore, through foreign direct investment the firm will allow itself it increase the capacity of production. Finally, firms can have the opportunity to joint venture with other firms throughout the world.
 
The logic behind FDI 
Resource seeking which means looking for resources in other countries which has a lower cost.
Market seeking which means to secure market share and high sale in a foreign country. 
Efficiency seeking which means to have a better structure through using useful factors in a foreign country for example political factors, market factors and cultural factors. 
Location advantage which known as having a better access to resource and arising benefits from a foreign country. Some of the advantages are having a lower cost in operating, lower cost in labor and government policies. 
Structural discrepancies this means to invest in a foreign country which has less competition and they have high demand on your product. 

· Chapter 4: Findings & Discussion

· 4.1 Findings
· 4.2 Discussion
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