Running Head: INTERNATIONAL BUSINESS		 1

INTERNATIONAL BUSINESS		15






Saudi Arabia versus India
Name:
Institutional Affiliation:
Date:

                                    





INTRODUCTION
[bookmark: _GoBack]The following paper presents an analysis, through comparison and contrast, of international business in India and Saudi Arabia. The paper analyses the ease of doing business ranging from registration of enterprises, duties, tariffs, and taxes imposed by the governments of Riyadh and New Delhi that affects international trade. The paper analyses how customs and norms in both countries change global company's branding and component procedures. In addition, contrast and comparison of the international economic conditions in Saudi Arabia and India is put in perspetive. In this section, the GDP of both countries are analyzed and compared. Policies, visions, and laws that influence the economic well-being of the two countries are examined and contrasted. In addition, the correlates and contrasts how technology changes free market and trade in both countries. The hegemony and homogenization of  the two countries is as well emphasized. In this part, the paper will present which state is an economic powerhouse in Asia, how it achieves the commercial and how the country uses it to influence major decisions in Asia and elsewhere in the world.
International business system
Geographical location, nature, resource endowments, and culture significantly influences the country's global business system. Saudi Arabia is a dry country, covered with sandy desert with severe climatic conditions. The country borders the Red Sea in one end and the Persian Gulf on the other end. The state has a geographical area of 2,149,690 square kilometers and borders other seven countries. Saudi Arabia’s culture is strictly informed by Islam religion. The economy of Saudi Arabia is based on oil. However, the government of Riyadh is powerful and closely monitors this sector (Kumar & Sethi, 2016).
In the entire Middle East, Saudi Arabia has the largest economy compared to other countries. The country has a well-developed banking system. The state invests in other countries and this has made the country to be very stable. However, the country depends on oil to generate most of its revenue. This dependency on oil makes it vulnerable to fluctuations in oil prices. In international business, the state to open up to foreign companies as compared to India which 54% of its GDP is associated with global market. Saudi Arabia exports much of its oil, yet the monarchy system has not created a conducive platform for foreign business. Due to disturbances in oil prices in 2015, Saudi Arabia almost sank to recession in 2017. As an austerity measure, the country was forced to reduce its budget from 17.2% down to 8.3%. The state adopted Vision 2030, a programme aimed to reform Saudi Arabia's economic sector, both socially and financially (Biygautane, Hodge & Gerber, 2018).
 The living standards in Saudi Arabia are high with approximated GDP of per capita income $20000. Social inequality is still rampant in the country. Though statistics show that per capita income is high, the unemployment rate in Saudi Arabia is 12% and the country many social issues. Mainly, culture issues have posed a challenge to international business. Unlike in Saudi Arabia, the political structure in India supports fully supports foreign investment. The agricultural sector in Saudi Arabia has employed 5% of the Saudi nationals. In addition, the agricultural sector contributes to 2.6% of Saudi Arabia's GDP. Agriculture is not a very lucrative sector in Saudi Arabia. This is because of the climatic conditions of the country. The country depends on foreign investment and oil revenue. The service industry accounts for 53.2% of Saudi Arabia's GDP. Most the people are employed in this sector. The service sector consists of banking and financial system, the insurance industry and hospitality and tourism industry. Of all the service sectors, tourism generates more revenue as the country, attributed by the pilgrimage of Mecca (Kumar & Sethi, 2016).
Though Saudi Arabia is stable, both economically and politically, the country faces challenges of transparency. Though taxes are relatively low in Saudi Arabia, it is still not comparable to those the fees in India. Saudi Arabia labor market is faced with shortages of skilled labor. It is for this reason that the country imports most of the job used in the oil industry. In India, the English speaking population are skilled in software development. The economic condition of Saudi Arabia is very stable yet opaque. The opaque nature of governance in Saudi Arabia is attributed to the country's culture (Biygautane, Hodge & Gerber, 2018).
The monarchy system practiced in the country is not considerate to accountability issues. The state does not allow press freedom. The state is poorly ranked by Transparency International for allowing corruption to thrive in its sectors. The country's corporate governance requires active restructuring. Most of the institutions lack relevant data that needed enhancing corporate governance. These factors made the states stock exchange to crash in 2006. In 2010, World Bank ranked Saudi Arabia on 13th position on the ease of doing business scale. It relatively starts a business in Saudi Arabia. The registration of business in Saudi Arabia is simple. For instance, to start a liability company, only four procedures are required and the process only takes 5 days. Just like in Saudi Arabia, it is very flexible to start a business in India. The government of New Delhi has adopted policies that make it easy to start a business in India (Kumar & Sethi, 2016).
 Industrial Policy and Promotion in India has been mandated with the duties of creating policies and guidelines that encourage foreign companies and locals to start and run their business in India. Private credit sector is not well developed in Saudi Arabia. However, public credit sector is well developed and is easy to obtain. Termination of business is also accessible in Saudi Arabia. The government of Saudi Arabia is reforming its liberalization policies with the aim of making the country more open to free market trade. While the government of India is focussed on creating rules and technologies with objective of improving on governance while contributing to the conducive business environment, the government of Riyadh has been reluctant on changing its governance structure (Biygautane, Hodge & Gerber, 2018).
International economic system
India's economy partly depends on traditional farming techniques. However, the farmers have diversified their production. The economy is also based on modern agricultural practices. The country has many modern industries, some of which have associates, branches and operate in other countries. India also exports a multitude of services to other countries across the globe. More than half of the labor force work in agriculture and still the country performs reasonably in international business. On another hand, the economy of Saudi Arabia is oil depended. In addition, the government of Saudi Arabia controls vital economic sectors and activities. Saudi Arabia has 17% of the world's oil reserves. It is one of the world's largest exporters of oil. In addition is a member of OPEC and this implies that the country makes significant decisions that influence international prices of oil (Biygautane, Hodge & Gerber, 2018).
The government of Saudi Arabia gets approximately 80% of its revenue from oil exports. Riyadh is encouraging its people and private sector to avoid relying on oil but to diversify their operations. India's economic growth was disrupted in 2011. The economic growth declined in this period due to the government's policy to reduce its spending. These policies made international investments to fall as the investors were doubting the government's commitment to creating economic reforms that could safeguard their interests. Unrefined oil prices in the world market were high at the time and the government of India policy to cut on fuel subsidy worsened the country's current account deficit. In 2012, the reformed its systems, allowing direct foreign investments; a factor which made the economic outlook to be positive (Biygautane, Hodge & Gerber, 2018).
In 2005, the government of Riyadh acceded to the WTO. This move had the objective of attracting more foreign investment. The government of Saudi Arabia is also constructing six economic cities. Apart from injecting $373 billion into these projects, the government of Saudi Arabia is also encouraging direct foreign investments into these plans. Though India's population consists of youth, the dependency ratio is not high. The low dependency ratio has a positive effect on medium-term economic growth. The country is currently adopting healthy saving habits and encouraging its population to cultivate the culture of investment (Gaur & Jasmin, 2017).
Though India is not fully integrated into the global business, it is not the right track in achieving the same. To attain full economic growth, India has to address some of its challenges. These challenges include; corruption which has slowed down the economic growth. Poverty and discrimination, particularly against women, inadequate power generation and inadequate policies that protect intellectual property rights. Other challenges that prevent India from achieving desired economic growth are inadequate infrastructural development in transport and agricultural sector, higher education learning is not quality and uncontrolled rural to urban migration (Gaur & Jasmin, 2017).
 Just like India, Saudi Arabia is also faced with rapid unemployment, especially among the youths. It explains why the government of Saudi Arabia is encouraging the private sector to diversify the economy. The diversification will work a long way in employing Saudi nationals. In addition, both Saudi Arabia and India are focusing on power generation to diversify the economy. However, unlike India, Saudi Arabia is endowed with natural resources like gas. The Riyadh government is focusing more on exploring its natural gas and petrochemical sector to expand its international economic base (Gaur & Jasmin, 2017).
Both India and Saudi Arabia are investing hugely in the telecommunication industry; a move that will help create more revenue for both countries. Though the government of Saudi Arabia practices restrictive policies on its main economic sectors, most of the employees on its oil industry are from foreign countries. Both countries, India and Saudi Arabia are reforming their educational institutions, with the later aiming to employ more of the youths in the oil sector. For instance, the government of Saudi Arabia injected resources into the construction of the King Abdallah University of Science and Technology with aim of imparting technical skills to the youths (Gaur & Jasmin, 2017).
 Both India and Saudi Arabia are investing hugely in infrastructure and social development in order to boost their international economic base. In 2014, India exported goods worth $301.90 billion placing the country on 19th position in the world. In the same year, Saudi Arabia exported products worth $388.40 and the state was ranked 14th globally. Analyzing these statistics, Saudi Arabia exported 29% more than India. The GDP of India in the same year was $1.84 trillion, ranked 11th globally while that of Saudi Arabia is $711.05 billion, ranked 20th globally. The statistics imply that the GDP of India is 3 times larger than that of Saudi Arabia. These statistics denote that both India and Saudi Arabia are giant economic players in the international arena (Hamilton & Webster, 2018).
Integration of technologies and markets
India exports information technology in large quantities. This has been attributed to the country's aggressiveness to capitalize and invest on its English-speaking people. The English speaking people in India mainly work in software manufacturing industries and made the country to outsource these services to other countries. In previous years, India has witnessed a rapid change in information technology. The difference has done a great in elaborating markets and changing the ways the business are done. Information technology has benefited enterprises in Saudi Arabia and India. Technology has improved on the efficiencies of doing business (Hamilton & Webster, 2018).
 In both Saudi Arabia and India, technology is used in production. The production rate has increased significantly due to the technology. The current global world depends on innovation to create new market segments and to improve on the operation processes. India is a democratic country and has a very diverse demography. The youths consist of the 65% of the total population. With approximately 1.25 billion people, it is imperative for India to rely on technological advancements to be competitive in this ever-changing economic and global trends. Many countries, including Saudi Arabia, have chosen India has an investment destination (Hamilton & Webster, 2018).
The government of New Delhi relies on its democratic institutions, diverse demography, and technological advancements to attract foreign investment. As a result of technical know-how, India has become a hub for manufacturing industries. In addition, the government of India has embarked on an aggressive path to make the country conducive for foreign investors. As a result of the improvement in technology, it is projected that 90 million jobs will be created and the manufacturing sector will contribute to 25% of the total GDP of the country. In India, businesses rely on the online platform to register their activities. Technology has been used to improve the governance structure in India. With the objective of opening up its markets, India has a strategic plan for constructing a bullet train, a technological concept (Hamilton & Webster, 2018). 
Free markets and trade
India is slowly opening up its market to allow international goods and services to be freely traded. These policies are still barriers to free trade and open market. India began to free its market in the early 1990s. These liberalization measures and procedures incorporated industrial deregulation. The government of India also created policies that made it easier to privatize some of its corporations and enterprises. Currently, the government of India has minimized the controls on foreign trade that was at its peak in the 1970s and 1980s (Hamilton & Webster, 2018). 
Saudi Arabia has created policies that attract and promote foreign investment. However, entry into the market system of the country is still a challenge. Saudi Arabia again engulfed with Technical Standards and Regulations that makes its market hard to access. Due to some political reasons, Saudi Arabia has made it hard for goods from the United States to access its markets. The country's traditions are rigorous. Any foreign business that wishes to venture in the state must familiarize itself with local norms which are mainly based on the Islamic faith. Foreign companies that invest in Saudi Arabia are cautious about how they brand their products and services (Biygautane, Hodge & Gerber, 2018).
The government of Saudi Arabia has created Localization Requirements; policies that guide production and purchase of goods and services. The government encourages its citizens to buy locally produced products and services. The SAG Vision 2030 restricts free market and supports local production of goods and services. The objective of SAG Vision 2030 is to increase employment of Saudi Arabia nationals and to prevent foreign companies from controlling main sectors of the economy. The SAG Vision 2030 makes it difficult for foreign companies, especially those from the United States to operate in the country. As discussed in other sections, both India and Saudi Arabia have not created enough policies that safeguard Intellectual and Property Rights (IPR) (Al-Bassam, Ntim, Opong, & Downs, 2018).
Though India is making significant progress in creating policies that protect intellectual and property rights, the situation is deteriorating in Saudi Arabia. It is easy for counterfeit goods to access the Saudi Arabian market. In addition, the country has not made significant progress in protecting software and digital intellectual and property rights. The inability to protect these rights has also affected the pharmaceutical sector. Although some growth has been witnessed in controlling counterfeit goods, the government of Saudi Arabia is challenged to direct more resources to combat counterfeiting and to create stricter penalties for those who violate the SAG Vision 2030, which has guidelines that combat counterfeiting (Biygautane, Hodge & Gerber, 2018).
 The manufacturers and consumers in Saudi Arabia have challenged its government to control counterfeits, blaming China to be the primary source of counterfeit goods. The free trade and market in Saudi Arabia have a challenge of delayed payments. The delayed payments have been associated with fluctuation in oils prices, particularly the decline in prices of oil that began in 2014. In addition, the restrictive measures introduced by SAG Vision 2030 worsened the situation further (Al-Bassam, Ntim, Opong, & Downs, 2018).
Free market and trade in Saudi Arabia are affected by lack of enough policies that guide commercial disputes settlement. However, on a positive side, the Saudi Center for Commercial Arbitration (SCCA) has made significant improvements in resolving disputes, which is helpful to domestic and foreign enterprises. Both India and Saudi Arabia have created favorable policies that guide local trade. Both the Riyadh and New Delhi governments' economic growth have been accelerated due to these domestic trade policies. However, the domestic policy of India has integrated well with global businesses, allowing for free market and trade. The International Monetary Fund (IMF) projects that India's domestic product will grow by 7.4% in 2018/2019 (Hamilton & Webster, 2018).
India, unlike Saudi Arabia, has adopted measures that promote free market and trade. India has liberalized entirely its economy, facilitating foreign trade. In addition, India has made reforms that protect intellectual property rights. Compared to Saudi Arabia, India has produced many improvements on protection on intellectual properties rights. However, the government of India has been reluctant in signing new treaties in bilateral investment. While Saudi Arabia has focused more on creating a favorable business environment for local enterprises, India encourages foreign investment while making it easier for local business to operate. For instance, India eliminated multiple taxes to make local enterprises more competitive. India is an active member of WTO. On another hand, Saudi Arabia has been having a hostile relationship with some organizations that support that are similar approaches to those of WTO (Biygautane, Hodge & Gerber, 2018).
Free market and trade depend on arbitration of disputes. Initially, India was opposed to foreign lawyers but currently, foreigners can practice law in India. On another hand, Saudi Arabia is still opposed to international lawyers. While foreign enterprises are not restricted to base their branding and content on norms and culture of Indians, branding in Saudi Arabia is sensitive to the culture of the local people and Sharia Laws.  In India, free market and trade restrictions have been imposed on some citizens from Bangladesh and Pakistan. In Saudi Arabia, due to political reasons, restrictions have been made on some companies from the United States. Political hostility affects free market and trade in both countries. While Saudi Arabia imposes tariffs, rates, and duties to most of the imports, India subjects non-tariff barriers to some imports. Non-tariffs in India take a form of licensing controls where some importation and exportation are carried out without a license or any restrictive authorization (Al-Bassam, Ntim, Opong, & Downs, 2018).
Homogenization and hegemony
Saudi Arabia is hegemony in oil production. Therefore, Saudi Arabia can paralyze the economic growth of India, given that the countries have been doing business for quite an extended period. While India would wish Saudi Arabia to reduce oil prices, the Riyadh government has been bargaining for an increase in oil prices. As late as April 2018, India was negotiating with Saudi Arabia to reduce oil prices to $50 per barrel while Saudi Arabia could only sell at $80 per barrel. However, Saudi Arabia oil-based company, Saudi Aramco will partner with India based oil company Ratnagiri Refinery & Petrochemicals to help boost India's oil processing. However, India is prone to suffer in case of oil disturbances since the country imports approximately 80% of crude oil. In an exciting bi-equation, Saudi Arabia relies on the fast-growing consumption of oil in India to market its oil. In essence, Saudi Arabia is manipulating India in an attempt to participate in Ratnagiri Refinery & Petrochemical deal. Saudi Arabia is negotiated for 50% in the Indian oil company (Biygautane, Hodge & Gerber, 2018).
 Saudi Arabia is attempting to control the oil business not only in India but in entire Asia. Already Saudi Arabia has invested heavily in Malaysia, China, and Indonesia. The Indian Ratnagiri Refinery & Petrochemical will just confirm that Saudi Arabia is indeed oil refining hegemony in Asia. Saudi Arabian Airlines have created a market segment for themselves in India. India has invested in construction industries in Saudi Arabia. In addition, India provides service staff and technocrats to Saudi Arabia. From a diplomatic point of view, these relationships are strategic in nature. The energy-hungry sectors of the economy in India are able to access the much-needed fuel. However, from the hegemonic point of view, Saudi Arabia is more potent than India (Al-Bassam, Ntim, Opong, & Downs, 2018).
Conclusion
In conclusion Geographical location, nature, resource endowments and culture significantly influence the country's international business system in Saudi Arabia. Though Saudi Arabia is a dry country, covered with sandy desert with severe climatic conditions, it is well endowed with natural resources, especially oil. Though Saudi Arabia is stable, both economically and politically, the country faces challenges of transparency. Though taxes are relatively low in Saudi Arabia, it is still not comparable to those the fees in India and international business is likely to thrive well in India compared to Saudi Arabia. Saudi Arabia poorly ranked by Transparency International for allowing corruption to succeed in its sectors. The registration of business in Saudi Arabia is simple, to start a liability company, only four procedures are required and the process only takes 5 days. Just like in Saudi Arabia, it is very flexible to start a business in India. Challenges that prevent India from achieving desired economic growth are inadequate infrastructural development in transport and agricultural sector, higher education learning is not quality and uncontrolled rural to urban migration. Just like India, Saudi Arabia is also faced with rapid unemployment, especially among the youths. The government of Saudi Arabia is encouraging the private sector to diversify the economy.
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