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Foreign Direct Investment 
Introduction
The current advancements in technology have encouraged globalization in the world of business. As a result, globalization has enabled investors to create collaborations with different countries in order to cope with competition. These collaborations have enhanced to a level where firms can now have a physical presence by opening new firms and sale points in a foreign country. This method of business is referred to as foreign direct investment (FDI). Foreign direct investment is applied by companies that are ready to expand their businesses beyond their geographic boundary A firm's readiness to venture in foreign investment is determined by the number of resources it owns as well as its ability to attract more consumers  (Cavusgil, Knight & Riesenberger, 2015).
 In addition, firms that are speculating about joining foreign direct investment are motivated by certain aspects of the host country. Such features include political stability, availability or resources, advancement of technology, availability of infrastructure, a large number of potential clients, and a favourable legal system in business (Büthe & Milner, 2014). Two types also characterize foreign direct investment. Firms may choose to solely set up a physical location of their firm from the ground up, or join forces with companies that have already established in the foreign country in order to share resources (Cavusgil et al., 2015). 
 In Saudi Arabia, many industries have made efforts to explore investment opportunities in the country. The government of the country also plays a role in ensuring that this type of investment is maximized in order to promote the gross domestic product of the country (GDP). GDP of a country is determined by the total products produced within the country (Amedo, 2019). This means that foreign direct investment in Saudi Arabia contributes to the value of GDP which results in economic developments in the country (Belloumi & Alshehry, 2018). This paper aims to critically analyze the motives for and types of foreign direct investments in Saudi Arabia. This will be supplemented by evaluating the role of FDI in Saudi Arabian growth of GDP and non-oil GDP, as well as the role the government should play to encourage more FDI. 
Foreign Direct Investment in Saudi Arabia
Saudi Arabia is one of the developing countries that rely on foreign investment for its economic growth. The country has potential opportunities that may encourage foreign investments when exploited. Oil reservoirs play as the major attraction for foreign investments. Nonetheless, the country also has potential in other sectors such as real estate, chemical production, food production, and tourism (UCTDA, 2018). 
The contribution of FDI to the country's gross domestic product has been dropping from the period between 2015 and 2018 (UCTDA, 2018). This decline was connected to political instability during that period. However, another report by CEIC (2018) shows that this number seems to be picking as of 2018. The high contribution of FDI in 2018 was associated with the reforms made by the government to encourage investments in the country (Cavusgil et al., 2015). 
Motives of FDI in Saudi Arabia
 Foreign direct investment is driven by factors such as market opportunities, availability of resources and reduced cost of production (Cavusgil et al., 2015). Most countries that seek direct investments in Saudi Arabia are from the United States and the United Arab Emirates (Santander, 2018). These countries are motivated by a favourable business environment in the country. One of the factors that encourage FDI in Saudi Arabia is the availability of a potential market. Saudi Arabia has a population of over 32 million people (Ramad & Saee, 2006). This fact encourages foreign investment to create a local presence so as to provide for their loyal clients as well as attract more consumers for their products. 
 The commitment of the government of Saudi Arabia is another factor that encourages FDI. The government has set aside a legal investment system – the Saudi Arabia General Investment Authority which guides foreign investors (Ramad & Saee, 2006). This body ensures that foreign investors receive similar business benefits as the citizens of the country. It also guides the foreign investors on the licensing process required to establish businesses in the country as well as ensuring fairness in business collaborations. This level of commitments provides for a safe backbone for investors. This encourages high-risk investments which are likely to generate high income for the company (Roberts & Almahmood, 2009).
 In addition, the government is also working on reforms that allow foreign investors to own temporary land in the country (Santander, 2018). This means that foreigners can own land to set up their firms as well as construct accommodation houses for their employees. This technique by the government assures investors from a broad security for their businesses. 
  Availability of resources also motivates FDI. Saudi Arabia is characterized as a great oil reservoir in the world (Belloumi& Alshehry, 2018). This has motivated many companies which rely on oil products to move their business into the country. This has enabled these companies to save on transportation cost. As a result, it has led to high profits for companies in the country.  
Massive profits by the companies also encourage their government to promote further investment in the company. For example, due to a high number of investments and foreigners in Saudi Arabia, countries such as Egypt view this as an opportunity to divert tourism in the country. They focus on collaborating with the government of Saudi Arabia to provide classic hotels and accommodation facilities for the foreigners in the country (Cavusgil et al., 2015). 
 Other motives for FDI in Saudi Arabia include; developed infrastructure in the country; technological advancements; a stable currency; low cost of energy; and high standards of living (Belloumi & Alshehry, 2018). The government of Saudi Arabia seeks to support these motives in order to ensure employment opportunities are available for its citizen. The level of commitment by the government as well as a welcoming community of Saudi Arabia plays a huge role in encouraging investors to collaborate in establishing a physical presence (Krogstrup & Matar, 2006). 
Types of FDI in Saudi Arabia
 There are two forms that investors may choose to invest in foreign countries. An international company may decide to collaborate with an advanced company in the host countries. This kind of direct investment allows the two companies to share resources (Cavusgil et al., 2015). Consequently, the two companies benefit from maximized profits which enable them to expand their business scope. An example of this type of FDI is a joint venture between French's Total and Saudi Aramco in Saudi Arabia. The two are oil companies collaborated to expand production of oil products in Saudi Arabia. Total chose Saudi Aramco since it is located in a country which holds an excellent oil reservoir which means it had more info in the business (Kuepper, 2016).
 Another type of FDI is where a company establishes individually on a foreign company. This type of investment has not been present in Saudi Arabia. The government does not allow a company to set up its firm in the country without collaborating with a hosting company. The main reason for this was to ensure that the investment benefited the citizens of the country. However, a report by Santander (2018) reveals that the government is working on reforms to allow foreign companies to set up their businesses without necessarily joining with the country's firms (Cavusgil et al., 2015).
Role of FDI in Saudi Arabia GDP and Non-Oil GDP
 The main agenda of creating a favourable environment that encourages foreign direct investment is to promote the general economic growth of a country (Kuepper, 2016). This is based on the fact that FDI contributes to the gross domestic product of a nation. Saudi Arabia is one of the countries that strive to maximize the benefits of foreign direct investment. 
A study by Belloumi & Alshehr (2018) showed that the contribution of FDI to in non-oil GDP in Saudi Arabia is still low. The little contribution is due to the fact that the nation's economy relies hugely on oil-based production. This means that most investments by external companies mainly focus on exploiting oil resources of the country. As a result, other sectors of the economy such as food production are neglected. This negatively affects GDP contributed by the non-oil companies. 
 According to Belloumi & Alshehry (2018), in order to promote the contribution of non-oil companies to GDP, the government should promote the steadiness of foreign direct investments. When this is achieved, income generated from FDI can be applied to promote the growth of non-oil sectors. For example, allowing Greenfield Investment in the country will increase the demand for accommodation of the new investors. This will promote the real estate sector of the economy. In addition, this type of investment will also stimulate the healthcare sector and food production with the aim of preparing favourable standards of living for the general population. These investments will in-turn increase the contribution of GDP of non-oil companies, therefore, promoting the economic growth of the country (Belloumi & Alshehry, 2018).
The contribution of the Saudi Arabian Government to attract more FDI
 The government of Saudi Arabia plays a vital role in promoting foreign direct investment. FDI is mainly controlled by the national government of the country. Therefore, the government should seek to create an environment that attracts foreign investors in the country. One of the measures that the Saudi Arabian Government can use to attract FDI is reforming legal restrictions that may cause trade barriers (Belloumi & Alshehry, 2018). 
Santander, (2018), argues that the government of Saudi Arabia should consider allowing foreign firms to operate individually in the country. This will attract investments in sectors textile production that do not require collaborations with host firms. In addition, the government should allow these firms to own land in the country (Santander, 2018). This will allow companies from abroad to set up a stable location of the firms in the country. Consequently, this will also promote the growth of other sectors such as construction and food production. 
 The government should also provide incentives such as reduced taxation to encourage firms that seek to create a physical location in the country. This will also encourage the present investors to expand their businesses. This will also generally improve the economy of Saudi Arabia. In addition, the government should also focus the profits generated from oil GDP to improve the infrastructure of the country (Ramad & Saee, 2006). This will attract new investors to set up in the country as well as promote the production of existing firms. 
 In addition, the government should ensure economic stability in the country. This can be done by incorporating measures to deal and prevent corruption cases. Such cases may lead to inflation which scares investors. Economic stability can also be achieved indirectly through improved education for the citizens (Belloumi & Alshehry, 2018). A nation that is enriched with information is more likely to encourage foreign direct investment.  Investors will be attracted by the value of staff when they set up in the country. They will be more convinced of the high value of production from their business. Furthermore, this will help them minimize the cost they would rather spend on training the employees. 
Conclusion
 As evident, the role of FDI in Saudi Arabia cannot be underscored. Based on the analysis, it has been identified that FDI in Saudi Arabia is intended to promote economic growth and stability of the country. In addition, the country's improved infrastructure, advanced technology and a large number of potential consumers motivate foreign firms to create a physical appearance in the country. The primary type of FDI favoured in the country is the joint collaborations of foreign investors with local companies. These associations are selected based on the level of advancement as well as exposure of the company to technology (Cavusgil et al., 2015. 
 From this study, it is apparent that FDI contributes to the gross domestic income of Saudi Arabia. The country's oil reservoirs play a huge role in motivating vital investors to locate in the country due to the readily available raw material. However, the country struggles to maintain the balance between benefits in the GDP and non-oil GDP of the country. This has been seen as a result of the high focus placed on oil production investments, hence leading to ignoring other sectors of the economy. Finally, it has been identified that the Saudi Arabian government plays a vital role in ensuring the success of FDI. The government should ensure that it creates an environment that attracts foreign direct investments in the country. This can be achieved through minimizing restrictions, cubing cases of corruption, and encouraging investments through incentives (Krogstrup & Matar, 2006).
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