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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. 


















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. 


Types of FDI
By motive
By target
By direction
Efficiency seeking
Market seeking
Resource seeking
Vertical FDI
Horizontal FDI
Greenfield investment
Outward
Inward



























	
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. 
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