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CHAPTER 1

INTRODUCTION
It is documented that magnetism and preservation of Foreign Direct Investment is main purpose in various nations and  it has central prospective to increase job facilities, enhance exports, transfer expertise’s, enhance business awareness, augment competitiveness, advance general productivity and finally decrease poverty in the course of economic growth and development.

Establishment of the cheering atmosphere for investment, mutually foreign and domestic, is main test in spite of countries seeing that better globalize and aggressive countries anxiety present structure and requirement for incessant enhancement in mutually on the whole facilitating atmosphere for business and overall performance of the company.  From 20th century Pakistan has made considerable development in a lot of areas forming permanence at universal economic echelon together by legislative developments.  It is documented that the procedure used by country must made considerable augmentation to attract innovative foreign investment, make better progress in export competence and increase employment opportunities.

Worldwide FDI was conquered by United States, seeing that a great amount of the world recovered from the obliteration shaped by means of the divergence at the end of Second World War.  During the period 1945 to 1960 U.S accounted for approximately three-quarters of new Foreign Direct Investment including reinvested profits.  Ever since Foreign Direct Investment has extend to turn out to be a really worldwide observable fact.  During previous some years, China and India which have budding market turn out to be the mainly preferential intentions for FDI and investor self-assurance has also ascended in these countries.  According to the FDI Confidence Index assemble by A.T Kearney for 2005; China and India were at first and second position respectively, while U.S has tripped to the third position.
BROAD PROBLEM AREA
Foreign direct investment is a major channel of expansion and important part of valuable international economic structure.  Advantages of this investment do not build up involuntarily and consistently transversely countries.  It is documented that magnetism and preservation FDI is main intention in various nations and has the central prospective to increase employment facilities, enhance exports, transport expertise, enhance business awareness, advance general efficiency and finally decrease poverty in the course of economic expansion and progress.  In 1997 when the Mexican and Asian crisis occurs it shriveled the debts and portfolio investments.  The country imports and exports have grown-up hastily and in both exports and imports it has current account surplus in recent years.    Different Economists are confident so as to high trade deficit cause a decreament in value of rupees against the dollar.
At the start of 2008, the economy of the country faces many problems.  Pakistan security reasons have formed immense unsteadiness.  For this reason Pakistan FDI in present fiscal year decline at the level of 8 bn to 3.5 bn.  Consistently, the revolution has obligatory enormous capital flight from Pakistan to the Gulf.  Pakistan also faces the problem of inflation.  Inflation rate is very high in the country.  For this reason Pakistani rupee is devalued.
Another problem which faces by Pakistan is high debt load.  Pakistan commercial foreign debts are around $3 bn.  And the loan of $38 bn is due, which Pakistan got from IMF. Government estimated that debt serice cost is more than $3 billion in 2008.  It turns out to be a exhaust according to country’s most valueable source the U.S dollar.  When the global credit crisis has exaggerated and the country foreign reserves decline private conductor and cables is facing strongest challenge.  
In financial year 2006-07 the country imports were $30.54 billion.  Which up by 8.22 percent from last year's imports of $28.58 billion.  According to the Petroleum Ministry that previous year Pakistan import oil of $4.6 bn.  It is estimated that in current this amount arrive at the level of $6.5 bn.  This is the reason of huge trade deficit.  Pakistan also paid an import bill of $24 to Conductors.
RATIONAL OF THE STUDY

The study is to describe the appropriate aspects of phenomena of interest to the researcher from an individual, organizational, industry oriented or other perspective.  It is stated that the great part of FDI is done in terms of fixtures, technology, equipment and buildings.  In many cases foreign direct investment is achieved through mergers and acquisitions.  Foreign direct investment has been most important method in conventional manufacturing.  And it has been extremely well-organized too.  Technology startup has been found impressive enhancement in previous years.  Importance of internet practice also boost up.  This has promoted growing alternation in foreign investment models.  A huge number of these ultra-modern startups are highly small companies with the objective of developed out of research and growth schemes regularly united with main universities and with the minority government sponsorships.  With different conventional manufacturers, numerous companies do not require gigantic developed plants.  They use warehouses for the purpose of to store stock.  One more phase to judge is the some companies which principal product is a coherent property rights like the same seeing that a software program or a software-based tools or events.

The large companies at break play a dictate part in investment actions in small, high tech oblique companies in various situations. With comparison in the recent years, these huge companies are not basically obtaining smaller companies.  The cause behind this issue is; however the most significant is frequently apparent the risk connected with these ventures.  In grown up industries circumstances the products are fairly defined.  At this time the producers often needs to attain nearer to their foreign markets and desire to keep away from various trade obstacles through assembling FDI.  At this time the main risk associated is that the seller does not sell sufficient amount of products which has been produced.  On the other hand, one has further additional capability and the skill to be utilized in different ways in the case of multinational companies.
High tech projects have a propensity wide incubation stages.  Particularly, the product leans to demand essential extension period.  The product is continually changing yet earlier than it hit the market alliance put together the investment declaration more complex in the case of software and other rational property type products.
PROBLEM STATEMENT
At the start of 2008, country’s economy has faced many problems.  The country’s security reasons have created great instability.  For this reason Pakistan FDI in current fiscal year decline to the level of 8 bn to 3.5 bn.  Inflation rate is 11.67%.  In financial year 2006-07 Pakistan imports were $30.54 billion; which was raised by 8.22 percent from last year's imports of $28.58 billion.  According to the Petroleum Ministry last year Pakistan imported oil of $4.6 bn and it is forcasted that this year it will arrive at the level of $6.5 bn.  This is the reason of huge trade deficit.  Unemployment rate is 15.2%.
THEROTICAL FRAMEW0RK
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OBJECTIVE OF THE STUDY
The key purpose of the study is to appraise the affect of FDI on economic growth in Pakistan.  FDI gives a great quantity toward economic development.  There are two ways of contribution.  One is straight by modern technologies and additional inputs.  Second is ultimately through improving human capital, transportation, communication etc.  FDI, trade and domestic investment are major source of country’s yield.   Additional on the introduction global economic inducement as of the actual investment, FDI influence development through increase of total factor efficiency and also the ability of resource use in the host economy. There are three ways for this: the relationship between FDI and foreign trade flows, the spillovers and advance externalities in relation to the host country, and in host economy the direct impact on structural factors. 

According to various studies FDI make enormous contribution toward jointly factor output and income growth in crowd nations, further than what domestic investment generally would educe.  To assess the degree of this influence is conversely complex not least for the motive that huge FDI inflows to growing countries frequently communicate by means of extraordinarily high development rates elicit by unrelated factors. Whether, at the same time as seldom declare, the positive effects of FDI are moderate by a partial “crowding out” of domestic investment is at a away from clear. Different researchers have a evidence of crowding out, and some says that FDI may actually hand out to lift domestic investment. Although, still wherever crowding out does happen, the net effect typically continue positive; not least because the alternate lean to result in the free of little domestic funds for further investment reasons.

In less develop countries, FDI appear to have a quite smaller effect on growth, which has been recognized to the happening of “threshold externalities”. In fact, developing countries necessitate to have reached a mature stage of development in education, technology, communications and health in front of being able to encourage from a foreign involvement in their markets. Deficient and undeveloped financial markets may conceivably too put off a country from harvest the general advantages of FDI. Weak financial intermediation punches domestic projects greatly hard than it does multinational enterprises (MNEs). In a range of circumstances it may guide to lack of financial resources so as to avoid them from grasp the business occasions happening from the foreign extensions. 

DEFINITION
Foreign Direct Investment

It is stated as “a country makes a factory or starts a project in another country or make investment in existing projects of another country”.

CHAPTER 2

LITERATURE REVIEW

The connections among FDI inflows evaluate enumerate and economic expansion examined by different studies, the matter is away from full-grown in observation of the assorted result attained.  A large amount of lessons have usually taken up classic enlargement secretarial configuration in support of evaluating the outcome of FDI inflows resting on enlargement of national income in conjunction with further aspects of production (Balasubramanyam, 1996).  FDI contact on the production rate of output was embarrassed as a result of subsistence of withdrawing proceeds in physical capital (De Mello 1999).  Consequently, FDI may well merely pertain a stage consequence lying on the yield per capita, however not a rate consequence.  Further, to adjust the expansion rate of output in the extended lope was incapable.  It is not unexpected, consequently, so as to FDI was not well thought-out dangerously while constrain locomotive of growth by conventional economics. 

It is documented that magnetism and preservation of Foreign Direct Investment is main purpose in various nations and  it has central prospective to increase job facilities, enhance exports, transfer expertise’s, enhance business awareness, augment competitiveness, advance general productivity and finally decrease poverty in the course of economic growth and development.
New Theory of Economic Growth stated that FDI just not influence the intensity of yield per capita and its rate of growth too (Agosin and Mayer, 2000).  The study has residential different quarrels which clarify why foreign direct investment could probably boost the expansion rate per capita income in the home nation, the recognized canals to make better economic development contain augmented capital accretion in beneficiary economy, enhanced competence of nearby owned host nation firms through agreement & expression belongings, and revelation to vicious contest, technical modification, and human capital expansion and raised exports (Fry, 1992).  On the other hand, the degree toward which FDI gives to expansion relays on monetary and communal situation or in petite, the excellence of atmosphere of the beneficiary country (Buckley and Clegg, 2002).  The excellence of atmosphere links to the saving rate in the host nations, the level of directness and degree of technical growth.  FDI boost the economies through host countries with high saving rate, open trade rule and soaring technical manufactured goods.
Numerous experiential mechanisms are accessible in the economic prose presenting the fundamental connection among Foreign Direct Investment and development.   By firm stage, a number of lessons present proof of technical overflow and enhanced plant yield (Shabir and Mahmood, 1992).  On the comprehensive intensity, FDI inflows in emergent nations pavilion to crowd in further speculation & are linked by in general boost in whole investment.  Various readings initiate so as to FDI inflows direct to superior per capita GDP, raise economic expansion rate and superior efficiency augmentation.

With the help of through means of contamination, FDI boost up technological improvement in the host country (Findlay, 1978) that effortlessness the implementation of complex management measures as a result of the restricted firms.  Correspondingly (De Gregorio, 1992) examined a group of 12 Latin American nations during the era of 150-1985.  Here the outcomes recommend an encouraging and momentous collision of FDI on economic development.  Within accumulation the literature demonstrate so as to the efficiency of FDI is greater than the efficiency of home investment.  Whereas, (Fry, 1992) observe the task of FDI in advancing development through the structure of a comprehensive form for a joint occasion sequence cross segment data sixteen mounting countries for the era of 1966-68.   In support of his model seeing that an entire he did not get FDI to use an appreciably diverse consequence from internally finance investment on the rate of economic enlargement, like the coefficient of FDI subsequent to organizing for gross investment rate was not appreciably diverse from zero in numerical terms.  FDI had a momentous unenthusiastic consequence on domestic investment signifying so as to it crowds-out domestic investment. On the other hand, this outcome fluctuate transversely countries and in the Pacific basin countries Foreign Direct Investment appear to have crowded-in domestic investment.

FDI inflows had momentous affirmative upshot on the typical expansion rate of per capita income for a model of seventy eight upward and twenty three urbanized countries as originate through (Blomstrom et al, 1994).  On the other hand, while the model of mounting nations were rip among two clusters depend on point of per capita income, the cause of FDI on development of lesser income emergent nations was not statistically considerable even though at rest by means of a affirmative symbol.  They quarrel so as to slightest urbanized nations listen to extremely modest from MNEs as domestic activities are also far-off by the back in their technical point designate each provider to multinational enterprises.  Here one more literature was carry out by means of study institute so as to the consequence of FDI on host nation development is reliant on human capital stock.  It summarized that stream of extremely residential know-how conveyed beside as a result of FDI can boost the development rate merely through act together through nation’s absorptive competence (Dunning 1993). The study further locates FDI to be motivating total fixed investment greater than in proportion. On the other hand, the consequences are not vigorous transversely requirement.

Export oriented approach and consequence of FDI on standard expansion rate for the era 1970-85 for the side view of forty six nations over and above the sub sample of nations so as to are consider to follow this approach was establish to be constructive (Balasubramanyam, 1996) and momentous however not momentous and several era unenthusiastic for the rift of nations chasseing inner oriented approach.  Consequently (Sanchez-Robles, 1988) investigate practically the relationship between public communications and economic development in Latin America during the era of 1970-1985.  She too originates a constructive and major collision of Foreign Direct Investment on the economic development of the nations of this part.

One more economist (De Mello, 1999) carry out time sequence over and above board data inference.  He built-in a model of fifteen urbanized and seventeen emergent nations during the era of 1970-1990.  Here the literature establishes tough connection among FDI, capital accretion, yield and efficiency enlargement.  The moment in time sequence inferences proposes so as to consequence of FDI on expansion or on capital accretion and whole factor efficiency differs seriously crossways the nations.  The section data inference point out a constructive collision of FDI on yield expansion for urbanized and emergent nation sub-samples (Taylor, 2001).  On the other hand, the consequence of FDI on capital accretion and overall factor efficiency escalation contrast transversely residential and growing nations.  FDI has an activist consequence on overall factor efficiency enlargement in urbanized nations however an unenthusiastic upshot in emergent nations though the model is upturned in case of cause on capital accretion.  De Mello concludes out of the results so as to the degree to which FDI and domestic investment, in stripe through the diverse loom provided by (Dunning, 1981).  The level of substitutability among foreign and domestic capital stocks comes into view to be superior in technically highly urbanized nations those of in budding nations. By utilizing and dispersing modern know-how of MNEs emergent nations have complexity.
Results of (Xu, 2000) for US FDI in forty states during the era 1966-94 as well hold the judgment of De Mello so as to expertise transport from FDI put in to efficiency development in residential nations however not in emergent nations, he constituent to be deficient in sufficient human capital.  For this it is concluded so as to FDI horde in domestic investment in Asian nation’s horde out in Latin American nations even as in Africa the connection is impartial.  Consequently, they bring to a close so as to influence of FDI has not at all forever constructive and basic guiding principles are improbable to be most favorable.  These provincial samples lean to substantiate the conclusion of (Fry, 1992) who too accounted East Asian nations to have a complementarily among FDI and overall investment.  During further lessons by (Pradhan, 2001) set up considerable constructive consequence of insulated FDI inflows on expansion rates just for Latin Amercian nations.  Pradhan utilizes a board data inference casing 1975 to 1995 era for seventy one mounting nations.  The findings get rid of glow so as to the consequence of FDI was lengthily diverse from zero on the whole model and for further areas.

Various untimely lessons have usually accounted an irrelevant upshot of FDI on expansion in emergent multitude nations (Mutti, 1991).  FDI have unconstructive upshot on the expansion viewpoint of the beneficiary economy but provide go up to a extensive overturn flows in the shape of transmittal of earnings, mostly if possessions are dispatch during shifting pricing and dividends and in the global corporations (TNCs) get considerable or further compromise from the host nation.  

Here is a enormous corpse of experiential journalism, e.g. Mac Dougall (1960), if FDI is valuable to host nation’s expansion or not and has exposed the possibility so as to the, size of market, trade procedure command subsequently host nations growth guiding principles demands considerably mutually the quantity of interior FDI acknowledged through beneficiary nations and the shock of FDI on development, while optional by the trade theory.  Fry (1993), examine worldwide collisions of FDI, the outcomes from universal econometric investigation demonstrates so as to, contrasting Latin American belongings, FDI in Asia guide to a straight extension of creative stock, and domestic saving rates and investment lean to boost collectively by an inflow of FDI.  Hein (1993) set up in his work so as to external sloping emergent economies, have been booming in magnetize FDI flows.  While, Usha (1999), utilized a (MFR) board figures inferences technique to let for irritable country heterogeneity in fundamental connection among FDI and growth, originate to the connection among investments, mutually foreign and domestic, and economic development in mounting nations is extremely assorted and so as to inferences technique, that presume homogeneity crosswise nation and can capitulate ambiguous outcomes.  These outcome recommends so as to there is several confirmation that the effectiveness of FDI in moving up prospect expansion rates, even though heterogeneous crosswise nations is superior in further open economies. The (Francisca 1996) recommended so as promotion size, expansion rate, labor costs, flows of exports, and excise obstacles have exposed to pressure U.S FDI in the European Union.  (Sung-Hoon, 1998), clarify so as to FDI carry regarding different encouraging externalities for example constant inflow of foreign capital, boost in jobs opportunities, augment in gross national product, enhancement in BOP and transporting multinational corporations' superior management ability and tools to the host country.  Following constructive externalities can be the major object of FDI reminding rule.  The conjectural structure of this lesson is foot on the impression of the Institutional FDI Fitness theory, that specifies so as to FDI is resolute fewer through inflexible basics than via institutional up-and-downs further agreeable to modify, specifically procedures, regulations, and their accomplishment.  Here this has recommended so as to four associations causal to FDI strength are administration, markets, culture, and sericulture.  (Root and A. Ahmed 1979) as well establish so as to the great amount of normal (legitimate) alterations in administration guidance among 1956 and 1967 was considerable.  On the other hand, further biased variables, for instance the great amount of interior fortified assail, the extent of patriotism and imposing attachment, were not momentous.  Bruno Frey (1985) establish an unenthusiastic connection among the various biased hits and insurrection in the host nations and FDI flows. 

Investment enticements shaped through governments come into view to perform a partial task in FDI pronouncements. Salvador (2000), article examines affirmative spillovers connected to FDI utilizing a founding stage board of Spanish built-up industry so as to distance the era 1990-1994. (Aggarwal, 1997) clarify so as to the economic improvement in a host nation not merely present superior autonomy on the whole factor efficiency to accordance with their preference to internalize or not, although too influence the market circumstances, which in circle, pressure this abundance.  J. Peter (2002), in his finding ‘FDI and single markets’ enlarge the assumption of international business, originate three different pressures of domestic trade liberalization through a faction of nations on the intensity and sample of interior FDI.  Initial, the tariff jumping intention persuades plant consolidation. Another is the export raised area aim special treatment FDI with merely a one union plant comparative to exporting and perhaps persuade a firm that has by no means exported to invest.  Lastly, decreased interior taxes boost struggle as of home firms that temper the further aim and may bring a "Fortre" result of international parting union markets still although exterior taxes are unmoved.
(Kadi 1999), says the reason behind the low FDI in Middle East is of various things together with continual political volatility, experiential proof drained as of mold that check irritable segment statistics of fifty nine countries to offer proof of affirmative affiliation among mutually developments, FDI and economic independence.  (Stephen et al, 1997), through the results of his investigation work the gross home manufactured goods, imports, exports, communications, biased hazard, are momentous pressure on the judgments of multinational enterprises to invest overseas. (Pattama, 1999) during his research work inspected the extended lope liaison among FDI and home investment in the Thailand.  The major results of the experiential investigation are so as to FDI has considerably constructive extensive run consequence on home investment in the region of Thailand.  This consequence embrace accurate in spite of the cases inspected, utilizing two various inference techniques.  Laura (1999) clarify through relating the deterioration so as to a statistically appreciably constructive relationship has been establish among FDI and marketplace, wage discrepancy, the phase of the evolution course and the amount of directness of economy too.  On the other hand, a statistically vital unenthusiastic connection has been established for immediacy to Europe and the amount of trade deliberation.
In the same way, 7 percent raise in Turkish inflation decrease US Foreign Direct Investment in Turkey nearly 1.9 percent, escalating US domestic investment by 0.3percent.  Dunning (1977 and 1993) offered OLI (ownership, location, and internalization) presumption seeing that an assorted loom.  Here examine essentials for FDI to occur, he declare with the intention of so as to a firm be supposed to have a firm exact benefit (ownership),  site benefit to drum up this firm exact knowledge (location), as well as an inducement to internalize outer connections.

(Narula, 1998) explain to facilitate the competitiveness of multinational enterprises flattering progressively more mobile and awareness concentrated and clarifies so as to MNEs present further consideration to accessibility and excellence of shaped assets of optional setting.  Moreover explained so as to with in mounting states there are substantial divergences among “catching up” countries of (e.g., NICs) and “falling behind”, (LDCs). He disagree so as to financial arrangement significance acting a smaller amount of significant part in formalizing the FDI behaviors of developed nations than mounting ones, here appears future no suggestion so as to they are appropriate irrelevant. He further expresses so as to internal investment intended in the direction of the management of ordinary assets and markets.  This is happening in case of budding countries.  (Nebende et al, 2000) declared so as to the cost associated aspects are the overriding determinants of FDI.  Especially, the supremacy of actual wage rates and human capital recommend so as to the below priced trained labor is the gaining strength at the back of FDI.  He further examined in his research mutually the petite run and extensive run vocational determinants of FDI beneath the wide group of cost associated, investment surroundings civilizing and further worldwide economic aspects. The short energetic point out so as to European investment in the Thai built-up area has been receptive to the worldwide economic aspects. The extended time activities in contrast recommended so as to European investment has been further approachable to the investment atmosphere civilizing issues.  Steven (1995) assess the affiliation among samples of global technical specialist and the struggle granting by means of FDI, he recommends so as to TNCs have a comparatively feeble above every shock on model of technical specialty inside and among the countries. (Kwang and Singh, 1996) from there studies point out so as to a qualitative indicator of biased hazard has been considerable determinant of FDI flows for nations so as to have concerned traditionally generous investment flows and for nations which have not been extremely flourishing in magnetizing these investments, socio biased unsteadiness, substitute through depressing collision on investment flows.  Exports in universal and industrialized in exacting are a considerable determinant for soaring investment beneficiary.  Kathryn et al (1995), accomplished so as to there has been no statistics momentous affiliation among the intensity of the exchange rate and foreign investment comparative to home investment subsequent to scheming for comparative commercial prosperity and the generally intensity of investment.  According to Soboleva (1999), through making an energetic structural frame of a firm’s spot option for its invention associates considered the consequences of trade rule on FDI.  She also measured mutually tax and non tax obstacles to exports and plainly models the relationship among investment pronouncements and trade rule. The outcomes present proof on micro point determinants of investment assessments.
The journalism is mostly restricted surrounded by the mixture of issues that formative the desirability of FDI to a host nation.  Generally these aspects are cost associated aspects, investment setting, worldwide economic aspects, political constancy, and expansion approach factors etc of the crowd nation.  Therefore, this learning mainly enclosed the era of relaxing command, biased constancy aspects, administration expansion tactic factors together by means of the peripheral upset similar to nuclear tests, September 11 2001 upset etc to establish which issues are critical in drawing the FDI in country. The literature gets every key erratic of cost, investment, worldwide economics, and hazard/constancy and growth plan issues in active procedures mutually in petite run and extensive run to decide its inner affiliation and extensive time connection along with diversity of documented variables at nation stage.  For the reason that the experiential journalism utilized cross country statistics to look for the determinants of FDI is statistically delicate (Chakrabarti, 2001).

The speculative lessons of the FDI go off in the era of Adam Smith.  In these days the hypothesis of FDIs has progress significantly.  There are three types of Macroeconomic theories of FDI.  Neoclassical growth theories commence to appear in the 1950s and 1960s subsequent the Harrod Domar Growth Model (1939, 1946).  These theories describes that the physical capital and harmonized labor are the merely aspects of invention, scientific modifications and human capital are measured exogenous. With same fondness and parallel expertise Incomes of countries congregate over time leading to an extended lope stable state. While capital is reflection to flow from area by means of lower returns to those with higher return latent, FDI is contemplation to assist deprived nations develop quickly and hold up with more superior nations.

Dependency school theories declare so as to in the extensive time foreign capital is injurious for emergent nations.  Earliest World nations produce prosperous through taking advantage of the accepted and human possessions of 3rd World Nations, whereas third World Nations were insufficiently compensated for their possessions and this uneven exchange gone them in continuous scarcity (Matti, 1990).  MNEs pedestal in the prosperous countries of the interior, which describe by these theories, reason the improvement of underdevelopment in the countries of the margin.

Lucas–Romer endogenous expansion form recommend so as to endogenously accrued human capital has a straight affect on the efficiency of labor, consequently, human capital turn out to be precise to the human being, departure modernization in the hoard of acquaintance while an exogenous cause.  It becomes a significant basis of enduring development, moreover for the reason that it is a straight effort into investigate or and for his constructive externalities.  Human capital in policies encouraging can therefore arouse durable economic development.  FDIs are main mode of relocating the scientific knowledge and skill.  In the course of technical spillovers and constructive externalities they have extensive lope consequence on the economy.
Along with observed mechanism, (Xiaoying, 2005) discover an important and constructive relationship among FDIs and development together in upward and urbanized nations.  (Bengoa, 2003) arise by means of an extensive lope constructive association among FDI and augmentation for American states above the era during 1970-1999. (Guariglia, 2007) too discover a comparable connection for 119 upward nations for the similar time era.  Conversely he propose the development is at the cost of mounting disparity and declining part of crop growing in the GDP.  Experiential article by Borensztein et al. (1998), intended for different upward and urbanized nations as well arrive at consequences sustaining the constructive upshot proposition.  Basu et al demonstrate so as to FDIs have a well-built affirmative collision on development in other release economies. 

On the other hand, several researches explain less valuable belongings of FDIs.  (Dixon, 1996) tell so as to better intensity of foreign capital saturation direct to lesser economic development.  Herzer (2006) find out with the intention of there does not appear to be usually constructive collision of FDIS on economic enlargement in the upward nations. Sarkar (2007) demonstrate ten out of fifty one less urbanized nations intentional, it can be obviously thought so as to FDI has an extensive time constructive affiliation by the growth of per capita income.  At hand four obvious reasons of depressing connection, as in mainstream of nations no extended time connection subsists among FDI and expansion at all irrespective of their directness to trade.
Why carry out observed studies present such a distorted representation?  The basis can be originated in the distinction of economic circumstances of the nations intentional, the excellence of data on hand, and distinction in monetary methods utilized in those readings.  Various works discover FDIs to improve economic expansion in urbanized states however not in emergent states (Katti, 1997). One more cause so as to the hypothesis associates FDIS with technical spillovers, as in several belongings, no technical move happen.
Although the country has observed phase of soaring escalation, Country’s saving rate has previously lingered inadequate hang about lower than 20%.  In actual condition bank deposit rates are frequently harmful.  Sequentially to endorse development, country has to depend on foreign capital inflows.  Overseas support and worker transmittals were main foundation of foreign capital turn over the 1980s.  During 1960-70, the country, presently similar to further numerous mounting states, lay tough significance on import changeover industrialization and independence, therefore FDIs were not aggressively hunted (Kummar, 2002).  Mostly to thrash its revenue deficits and encourage home investment, Pakistan depends on foreign support.  In that era private foreign investment hang about insignificant.  Consecutively to decrease the mounting debt load and invigorate the sluggish state-controlled manufacturing and service areas, in the period of 1980.  The country commences the privatization of different firms.  Hence, cost-effective improvements were commenced and looking for alien investments turn out to be a momentous strategy aim.  Initialing from the untimely 1990s, plan and authoritarian procedures were in use for the liberalization of trade and investment command as a result of given so as to different trade and financial inducements to foreign investors in the course of tax concessions, tariff decrease and lessening foreign exchange reins (Khan, 1997). The administration endorses a broad place of investment encouragement as well as tax holidays for schemes in pastoral and immature parts (Zaidi 2005).

In spite of this imposing not withstanding latest augment,   country's FDI inflows hang about inconsequential judge against to further emergent nations.  In financial year 2007 net private capital flows arrived at the level of $1.03 trillion.  This shows that the 7.5% of emergent nation GDP.  The FDI inflows stock is arrive at the level of $20.01 billion in financial year 2007.  The causes behind this is the require of political constancy, deliberate bureaucratic procedure, insufficient communications and transportation conveniences, worldwide economic disparity, contradictory monetary policies of consecutive governments, and impediment in the privatization of state-owned enterprises, past disputes among government and foreign investors, piracy of rational property, and illogical and non-transparent submissions of government system’ (Khan, 2007).

Within the previous ten years, a few lessons have thrash out the responsibility of foreign investments in the Pakistani Economy.  (Siddiqui, 2006) decide so as to inflow of foreign capital directs to an incompetent utilization of sources in the country in the attendance of trade limitations and promotion of the export area with trade liberalization.  The wage space is augmented by foreign capital in the occurrence of trade limitations and diminishing it together with trade liberalization.  They moreover locate with the intention of short lope vibrant of inner FDI in country are prejudiced through the preceding growth of FDI invasion via represent of the agglomeration consequence.  Zeshan and Usman (2004) get sustain for the Bhagwati proposition.  They settle on to facilitate the escalation collision of FDI be inclined to be better below an export support trade rule contrast to an import alternate command.  (Nishat, 2005) demonstrate so as to the short lope energetic of interior FDI in Pakistan are prejudiced through the preceding growth of FDI invasion through way of the bunch consequence and discover a symbiotic connection among FDI and the exchange rate.  A lesson of the session 1973-2005 by means of gives proof of unenthusiastic extensive lope brunt of peripheral debt, FDI, and genuine interest rate on private investment.  Shahbaz et al (2008) discover the collision of capital account directness on inflationary anxiety in the country.  His literature proposes so as to capital account candidness is regressive above an extended time distance.  Khan, (2007) propose so as to country have to arrive at a smallest amount of monetary area growth doorsill with the intention of wholly capitalize lying on the FDI inflows.
The widespread place of determinants has been scrutinizing in the journalism on the determinants of FDI. Plentiful experiential revisions (Agarwal, 1980) on the points of FDI escort us to choose a place of descriptive up-and-down so as to be extensively set up to be major determinants of FDI.  The significance of the market size and its expansion is exaggerated when foreign investor functioned in industries exemplify through comparatively great economies of level.  For the reason that they can take advantage of extent economies merely subsequent to the market accomplish a convinced entrance size.  For nearly all parts extensively utilized actions of market size are GDP, GDP/capita and growth in GDP.  These coefficient symbols are frequently affirmative.
Talking about the labor cost that is main mechanisms of the cost purpose, declare so as to elevated insignificant wage, further belongings are being equivalent, prevent FDI.  Predominantly this ought to be accurate for the firms that slot in blue-collar construction actions.  Consequently, predictably, the conventional symbol for this up-and-down is unenthusiastic.  Various reading which discover no considerable or a depressing affiliation of wage and FDI are: Kravis and Lipsey, 1982 and Pain, 1996.  Nevertheless, present researchers who have originate out so as to elevated wages do not forever daunt FDI in all businesses and have exposed a encouraging connection among labor costs and FDI (Lave-Hidalgo, 2000).  For the reason that high wages point out superior efficiency, technical research sloping industries wherein the fineness of labor issues, favor first-class labor to inexpensive labor with less output.

In recent times, only some researchers have too deliberated the collision of exact plan up-and-down on FDI in the multitude nations.  The guiding principle variables contain directness of trade, excise, tariffs and exchange rate. Asiedu (2002) center on plan improvement in budding nations seeing that determinants of foreign direct investment inflows.  He was in the opinion that the amount of directness and corporate tax rate of FDI to be momentous determinants of FDI. Likewise several topical models emphasize the consequence of taxes on FDI surrounded by the circumstance of flat and erect occupation contained by multinational enterprises. 

The parallel FDI can be connected by means of market hunting actions and is aggravated through lesser trade costs.  Therefore soaring tariff fences persuade firms to connect in parallel FDI, and consequently, reinstate exports with invention overseas through foreign associates.  There is an optimistic association among import duty and FDI shown in tariff jumping theory.  Whereas a representative erect FDI can be typify through individual colleague concentrate in diverse phases of invention of the yield.  Half refined products, in sequence, are exported to additional associates for extra dispensation.  With piece of the production practice, parent firms and associates obtain benefit of aspect price discrepancy crosswise nations. Multinational enterprises that complex perpendicular manufacture system, perhaps expectant to invest in the nation through comparatively short tariff obstacles appropriate to lesser cost of their imported transitional goods.  In this container, consequently, the predictable symbol of import duty up-and-down is unenthusiastic.  Through the turn down in tariff rate appropriate to trade liberalization in the emergent nations, imports have augmented by means of MNC’s.  Khan (1999) corroborates so as to imports have improved by means of MNC’s as trade is mortal slacken consequently of the topical structural improvements for the country.

In favor of foreign investors the economic inducements and taxation arrangement are extremely significant. The productivity of investment projects are affected by tax rate.  For this reason foreign investor looked for a place wherever taxes rates are low.  Different tax fracture commands are frequently obtainable to global seeing that an enticement to draw FDI inflows.  Experiential literatures point to an unenthusiastic connection among taxes and the place of businesses.  Alternatively Carlton (1983) initiates no hold on the collision of taxes on FDI.  Captivatingly, Swensen (1994) experientially discover a momentous optimistic consequence of taxes on interior FDI.

Similarly the consequences of exchange rate actions on FDI flows are a reasonably healthy deliberate issue, even though the course and scale of pressure is at a distance from convinced.  Froot and Stein (1991) asserted so as to a reduction of the horde currency be supposed to boost FDI into the host country, and on the other hand an approval of the host currency should decline FDI. 

In course of three main instruments FDI and TNCs influence economic expansion (extra extent of expansion).  The instrument includes size belongings, talent and expertise consequences and structural consequences.  This first instruments which is size effect, it submit to the net involvement of FDI to the horde nation’s savings and investment, therefore distressing the expansion rate of invention pedestal (Bosworth and Collins, 1999).  The majority of the latent costs and reimbursements of foreign capital, on the other hand, rise from other circuitous belongings of FDI moreover in the course of the relocate of talent and expertise’s or in the course of structural alteration in markets (struggle and relations) (Kokko, 1996).  One of the principal basis of ability and knowledge relocate diagonally boundaries is TNCs. Technology transport in by TNCs in the course of FDI can “spread-out” to confined firms in the course of expression belongings, labor relocation or connection with customer and trader (Blomström et al., 1999).  Restricted firms exercise the innovative expertise to augment the efficiency and hence put in to financial and monetary expansion.  On the other hand, TNCs’ expertise are frequently intended for developed nation wages and capital costs, and can not constantly be suitable below the dynamic prices obtainable in emergent nations (Caves, 1996).  Here such occurrence, the extent for expertise and knowledge transport perhaps small.

Structural belongings convey regarding via the ingress of TNC comprise mutually flat (struggle) in addition to erect (connection among consumers and traders) modifies.  The host economy can arouse struggle and recover the allotment of possessions through TNC investment.   Particularly this happens in the industries where elevated entrance fences are preventive the amount of domestic antagonism (for example convenience ness).  Like this, the entrance of a TNC might well donate to the active and modernism in the local market (Lall, 2000) and therefore to economic expansion.  Conversely, TNCs by means of their greater know-how, superior potential for developing economies of level and admittance to better financial possessions may well too out struggle local frequently much smaller firms (Agosin, 2000). In an exacting economic intelligence, crowding out does not to be difficult, providing local firms are reinstate through other well-organized firms.  On the other hand, if multitude out escort to augmented market attentiveness, the hazard of domination rent and corrosion of source portion (consequently condensed economic expansion) augments.  These latent belongings are not automatically restricted to product market antagonism and no-one else, however can as well enlarge to, such as, capital markets (Harrison, 2003).

Relationship among the foreign associates and home traders and consumers shapes the last core canal during which spillovers from TNCs to narrow firms arise (Javorcik, 2004).  Root relations among suppliers can lift on the whole output of local supplier firms and particularly if balancing with training their efficiency and product excellence (McIntyre et al., 1996).  On the other hand, TNCs recover welfare as long as they produce further relations than those shaped by means of the local firms they relocate.  It is not forever the container, because TNCs frequently base their inputs in the course of their own international manufacture system that, additionally, could too have latently unenthusiastic trade balance belongings (De Mello 2000).
STRATEGY

Present Strategy

The rate of investment in Pakistan has been not satisfactory according to the last few year figures. Pakistan’s investment policy tends to get back the confidence of investors.  This policy’s main target is to get back the trust of an investor and to reactive them in their field. In this way the Government is taking some serious steps to enhance the efficiency of investment projects and to provide them a friendly business environment. To raise the level of export, accelerate the privatize program, provide the full support to investments, modernized and developed tax system and destruction of bureaucratic culture are the main areas of investment policy.
What should be?

Government should have to discover and find some new sectors to get back the opportunities for investors. Education field is one of the best examples as there are great opportunities in it.  There should be legal protection for investors in case of any dispute or illegal action taken against them.  There should also be continuity in policies.
Some reasons of small FDI level are here below:
· Security threats for investors;
· Instability of political environment;

· Insufficient communications channels;

· Barrier in the privatization of Government companies;

· Lack of friendly environment and disputes between  foreign investors and the government;

· Absence of flexible environment in federal and provincial bureaucracies to accept changes in policies;
RECENT ECONOMIC HISTORY

First five decades

Pakistan was very instable and poor at the time of its independence in 1947.  However,  average economic growth rate of Pakistan  is higher than the world growth rate at the same period. Figure tells  the decline in average annual real GDP growth rates which were 6.8% in the 1960s and 4.6% in the 1990s. 

There was also industrial sector growth above the average. Between 1960s and 1970s  Pakistan was  a model of economic development.  After that  mismanagement in economic policies caused a decreament in growth and increament in country,s debt in 1990s.Wars with India had an negative impact on economic growth.In 1971s war after Bangladesh’s freedom  economy was very close to recession but was recovered a bit in mid 1970s and in 1980s by deregulation policy and increase in cash inflows by foreign aid.
Recent decades

Chart of gross domastic product of Pakistan (see in appendix I)
ECONOMIC RELIANCE
Back ground
Since 1951 recession Pakistan GDP is being grown every year but it is also true that until a few years ago Pakistan’s economy was badly unstable and vulnerable to internal and external  shocks.  
Despite of some adverse events in 1998 to 2002 like financial crises of Asia,global recession,drought period,tension and prediction of nuclear war with India,military action in Afghanistan after 9/11 etc 
Pakistan,s economy kept growing since end of this period.
Macro economic reforms
According to many sources, since 2000 the Pakistani government has made some appreciable  economic reforms. Government has enhance its revenues by incresing tax base, efficient tax collection, self assessment schemes, controls over corruption and privatization of some public companies like PTCL in recent years. Pakistan is continously increasing its exports by improving ports, roads, electricity supplies etc. 
Removal of restrictions in the international textile trade has a favourable impact on Pakistan's exports and there are possibilities of earning profit from freer trade in agriculture.
Monetary policies of Pakistan results as a decrease in interest rates providing expansion in amount of credit. 

THE ECONOMY TODAY
In October 2007 Pakistan have handsome amount of foreign reserves which was about $16.4 billions.  During the same period Pakistan trade deficit was about $13 billions which was a bit controlled in comarison with past figures. Export were $18 billions and foreign investment of $8.4 billions during the period.
In the beginning of 2008, Pakistan's economy had to face the crises due to instability,security concerns and war against terror. Instability due to war against terror causes a decline in FDI of about $5 billions. During this period international financial crises also affect Pakistan economy so as a result Pakistan,s economy have face dual adverce ampact. These adverse ampact led Pakistan's economy to trade deficit, high inflation and crash in the value of Rupee.
Economic Comparison of Pakistan 1999-2009 (see in appendix II)
Stock Market

From 2000 to 2004 Pakistan's KSE 100 Index was declared as the most excellent performing stock market index in the world by the international magazine “Business Week”. Capitalization of listed companies in Pakistan,s stock market was about $5,937 millions in 2005 said by the World Bank. Karachi Stock Exchange faces a decline after the General Elecions in 2008 which was influenced by the unstable political envoirnment, active military in western borders, high inflation, current account deficit and certain other issues raised during the period. 

Growing middle class
According to State Bank of Pakistan has a 30 million middle class but the latest figures reaches to 35 millions. In 2002 Pakistan’s upper and upper middle class was at 6.8 milions which was grown to 17 millions in 2010. Pakistan’s tax payer. Pakistan’s middle classes have been very successful and poverty level have been decreased by 10%.
Foreign exchange reserves

At the end of Prime Minister Shaukat Aziz’s Government Foreign Reserves of Pakistan raises to $16.4 billion and trade deficit at $13 bilions, revenue was increased to $13 billions and foreign investment of $8.4 billion.  In 2008 foreign exchange reserves decreased to $7749.7 million. 

Structure of Economy
Islamic Republic of Pakistan economy facing high inflation rate of  more than 26%. During these years industrial stucture shown a better growth but agriculture field failed to do this. 
GDP growth by sector, as a percentage of GDP (See in appendix III)
Structure of Production 

Share of Various Sectors in GDP (see in appendix Iv)
Industry

Pakistan is in  forty first and fifty fifth rank  in the world and worldwide respectively in factory output. The 24% of GDP comes from industrial sector of Pakistan. Major industries includes textile, cement, steel, tobacco, food processing, edible oil, fertilizer and chemicals which have a large contribution in countries exports.
Government policies have objective to boostup industrial sector and exports.
Automobile industry

Automobile industry in Pakistan is a growing investment opportunity for investors. This industry contributed about 2.8% of GDP in 2007. 

 CNG industry

In 2009 Pakistan was the largest user of CNG in the world. Now more than 2,900 CNG stations are working in Pakistan in 85 cities and towns providing employment to more than 50,000 people. 

Cement industry

From 1947 to 1995  Pakistan’s cement industry does not meet the requirment of usage of cement but after that this industry expand a lot and now at a condition to exoprt cement. 
IT industry

Pakistan’s IT industry has been grown a lot in 21st century with 1306 IT companies having a size of about $2.8 biilions. Pakistan’s rank has been improved to 20th. 
Textiles

Pakistan’s Textile Industry is under influenced  by Punjab. Pakistan’s textile exports rises to $10.5 billions in 2007 which were $5.2 billions in 1999.  Expots of non textile sectors have shown a growth but textile sector exports decline to 55% in 2008 from 67% in 1997 of overall exports. 
Services

Service sector of Pakistan contain about 53.3% of GDP which includes storage, communication, transport, insurance and finance. Government is now taking steps to promote some other field of service sector.
Communication

Communication field is the most growing field yet in Pakistan. It start with PTCL and now charge has taken by other companies like Mobilink, Ufone, Telenor, Warid , Zong, Wateen, Wi-tribe, Nayatel etc. A massive contribution of tax is given by these companies. 

Finance and Insurance

This sector was valued at Rs. 311,741 million in 2005.  This sector found growth of about 166% from the period of 2000. 

Ownership of dwellings

This sector was valued at Rs. 185,376 million in 2005.  tis sector found the growth of around 49% from the period of 2000. 

Public administration and defence

This sectro was performing very well.  And was valued at Rs. 389,745 million in 2005.  The growth rate was 65%. 

Electricity

Electricity is the main source of power in a country. Pakistan is facing shortage of electricity these days. Elected Government of Pakistan and Federal Minister is struggling since start of their Government to set this problem but not yet succeed. Rental Power Plants process is  in Progress now. Pakistan has a ability to generate electricity from wind and sun but massive investment is needed in this field. Coal in Pakistan is capable of giving electricity for  about 100 years. Government should try now for alternative sources to meet the demand. 
Investment

FDI in the financial year 06/07 was about $8.4 billions as the Government target was $4 billions. Pakistan is the most investment friendly country in the region having very liberal rules and regulations ranked at 20th in the world. Pakistan has attracted a large amount of equity and ranked at number 20th in the world. Because of economic reforms in 2003 Pakistan als attract a  large portion of global private equity.
Foreign trade

Pakistan is a member of the World Trade Organization.
In December 2003, current account surplus of Pakistan was about $1.761 billion which was 5% of GDP. Textile exports contributed a lot in export value where as imports were petroleum and its product, chemical, edible oil, fertilizer, capital goods, industrial raw materials and consumer products.
In financial year 1998-99 Principal and interest payments of debt were $2.6 billion which were almost double the amount paid in financial year 1989-90.  Pakistan's credit rating mproves in recent years due to reforms in governance. Lower global interest rates provides Pakistan a facility to refainance and reschedule it debt to its benefits. After 1990s Pakistan received $2.5 billion loans per year from International financial institutions like IMF, World Bank and Asian Development Bank.But after 9/11 alliance with US in war against terror Pakistan refuses to get fianance from international financial institutions as it gets aid from US. Still economy position is unstable budget deficiets, high inflation and devaluation of Rupee against Dollar. 
Exports

Pakistan exports have risen a lot which was $7.5 billions in 1999 and $18 bilions in 2008 but still not at comfortable level.  Pakistan major exports (see in appendix V)

Imports

Pakistan's imports was at $30.54 billions level in the financial year 2006-2007,which are above the last year imports.

Pakistan's largest import item (see in appendix VI)

Current account deficit
Current account deficit for 2006-7 was about $7.016 billions which risen upto 41% of the previous year deficit.
From the beginning of 2008, Pakistan's economic condition start to going downward due to some serious issues like war against terror which causes a decline in FDI of about 56%.  High inflation rate, lower value of Rupee, high trade deficit are some other factor of this dramatic downturn of economy.
Economic aid

Pakistan gets economic aid from several sources such as International Monetary Fund (IMF), World Bank (WB), Asian Development Bank (ADB) in the form of loans and grants. Bilateral aid is also given to Pakistan by some developed and oil riched countries. In “Friend of Pakistan” forum Pakistan have got massive aid from its friend countries like US, UK, Japan, China etc. This forum is made by the elected government of Pakistan People Party Parlimanterian. Major contribution in it is of America which is agree to provide non military aid of abou $15 billions in the next coming 15 years.
Remittances

Pakistanis living in Western Europe and North America are playing important role in Pakistan's economy and foreign exchange reserves through their remittances. Pakistanis living in abroad have sent about $8 billions in 2008. These remittances contributes 4% of whole GDP and  are 22% of annual exports of Pakistan. 

Tax evasion

The level of tax evasion in Pakistan is very high which lower the annual tx revenue. From total population of 170 millions people about 1.7 million people pay tax and there is no law and punishment for these tax evaders. PPPP government have taken some appreciable steps in this scenario e.g VAT is being applicable.
PAKISTAN ECONOMY

Foreign Investment

Foreign Direct Investment Inflows in Pakistan ($ Million) (see in appendix VII)


Country Wise FDI Inflows ($Million) (see in appendix VIII)
PRIVATIZATION IN PAKISTAN
  Privatization in Pakistan takes place to accomplish the following objects:
· To improve the excellence and magnitude of goods and services.

· To make stronger public finances.
· Widen and expanded Capital markets.

· To decrease the corruption.

Following are the main companies/projects which are entitled to Privatization:  (see in appendix IX)
Following are the main steps which are taken for successful Privatization:
· Great structure (Privatization Commission Ordinance 2000) recognized for investor’s ease, confident, clearness and raised responsibility.
· Around 90% of the privatization earnings will utilized for debt retirement and 10% for poverty improvement. 
· Privatization Commission (PC) has attained capability and business understanding from the private and public sectors.
· As a result of making it a Ministry the significance of PC has been enhanced. 
· PC’s wide-ranging planned for privatization sets permitted.

· Authoritarian agencies for power, gas and telecommunication recognized in conjunction with the Securities and Exchange Commission of Pakistan.

· Economy beneath stable deregulation in the course of price and import liberalization.

· Contact with stakeholders has been enhanced.

CHAPTER 3

METHODS

Population  

The descriptive study is conducted.  A total of 50 respondents were surveyed through questionnaires. The rate of response was 100%.  The sample is taken from Islamabad and Rawalpindi. Target market was Economists and Finance experts.

Measurement

The time period of study is from 1980-2009.  It consist of variables i.e. trade, domestic investment, government consumption etc.
Source of Data

Primary and Secondary sources of data has been used in this study.    
CHAPTER 4

RESULTS 

ANALYSIS

Q1.  Do you feel that FDI has significant latent to produce employment facilities, raise exports, transport know-how and trade awareness?
[image: image2.emf]0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Strongle

Agreed

Strongle

Disagreed

Neithr

Agreed

nor

Agreed Disagreed

Question 1

Percentage

Series2


This question is filled by 50 people. 49% are strongly agreed and 49% agreed and 2% neither agreed nor disagreed.  It is concluded that with the help of FDI people can get jobs, country can raise their exports.  With the help of this trade awareness also increases. 
Q2.  Do you feel that FDI make contribution toward global trade combination, assist to build aggressive business atmosphere and improve venture progress.    
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In this question 56% are strongly agreed and 40% are agreed and 4% are disagreed.  It is concluded that FDI build aggressive business atmosphere.  It also make contribution toward global trade assimilation.  And the progress of ventures also improved. 

Q3.  Do you feel that FDI can offer firm innovative marketplace and market channels, low-priced invention competence and proficiency? 
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In this question 61% are strongly agreed and 35% are agreed and 1% nor agreed neither disagreed and 3% are disagreed.  It is concluded that FDI offer firm’s innovative marketplace.  It also gives low-priced manufacturer competence and proficiency.  For this country also get modern market channels.  This makes great contribution toward economy of country.  

Q4.  Do you think that the extent to which FDI grows economy rely on the level of inter related relation among FDI and domestic investment?
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In this question 51% are strongly agreed, 44% agreed, 2% strongly disagreed and 3% are neither agreed and nor disagreed. Hence the economy growth from FDI relates to the mutual relationship among the FDI and domestic investment.
Q5.  Do you think a host nation or overseas firm that get the investment; be able to give a cause of modern technology, processes, manufactured goods, organizational expertise and managerial talent?
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In this question 41% strongly agreed, 1% strongly disagreed, 4% neither agreed nor disagreed, 51% agreed and 3% disagreed.  So the result is positive.  With the help of FDI firms are able to give cause of modern technology, processes, manufactured goods, directorial expertise and managerial talent.  For this the economy of country enhanced.    
Q6.  Do you feel that here a requirement for permanence in monetary course of action, improved lawful defense and obvious or reliable plan of maintenance the inviolability of agreements for overseas investment. 
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In this question 48% are strongly agreed, 49% are agreed, 1% strongly disagreed, 1% neither agreed nor disagreed and 1% is disagreed.  In the country here is requirement for permanence in the monetary course of action, improved lawful defense and obvious or reliable plan of maintenance plan of inviolability of agreements for overseas investment.  This can contribute a great amount toward economy of the country.  

Q7.  Do you feel that FDI assist to raises the stock of human capital by means of on job training?  
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In this question 50% are strongly agreed, 47% are agreed, 1% is neither agreed nor disagreed and 2% are disagreed.  It is concluded that with the help of FDI the stock of capital boost up by means of on employment guidance.  This can contribute a great amount toward the economy of the country.  For this the economy enhanced.
Q8.  Do you feel that in the horde nation FDI can potentially improved expansion rate of per capita income, the recognized canals to increase cost-effective development consist of raised capital accretion in beneficiary financial system and human capital growth and boost exports level?
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In this question 58% strongly agreed, 40% agreed, 1% strongly disagreed and 1% neither agreed nor disagreed.  The result is positive.  It is concluded that in the horde nation FDI can improved expansion rate of per capita income.  The recognized canals to increase cost-effective development consist of raised capital accretion in beneficiary system and boost exports level.  If the exports of the country increase this can enhanced economic growth.         
Q9.  Do you think that the consequence of FDI on multitude nation expansion is reliant on reserve of human capital?
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In this question 55% strongly agreed and 45% are agreed.  The consequence of FDI on congregation nation enlargement is reliant on reserve of human resources.  They suppose so as to stream of superior expertise carried beside via FDI be able to boost expansion rate merely through relating by way of nation’s competence.

Q10.  Do you think that there is a core of managers and technological workforce and labor rates are extremely cost-effective?
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In this question 48% are strongly agreed, 50% are agreed, 1% is strongly disagreed and 1% is disagreed.  The result is positive.  It is concluded that in the country the rate of labor technological workforce are extremely outlay.       

Q11.  Do you feel that the problem of security in Pakistan causes for the low FDI inflows. 
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In this question 51% are strongly agreed, 48% are agreed and 1% is neither agreed nor disagreed.  FDI inflows in country are low because of security problem.  The security problem is very serious in Pakistan.
Q12.  Do you feel that the physical resources and labour force are aspects affecting production, and the human resource and expertise are irrelevant?
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In this question 51% are strongly agreed, 52% are agreed and 1% is disagreed. It is evaluated that physical resources and labour force are relevant factors for production and not the human resource and technology.
Q13.  Do you feel that some subsidies like tax relief’s, cash funding etc given to investors can enhance the FDI flows?
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In this question 59% are strongly agreed, 38% are agreed, 2% are neither agreed nor disagreed and 1% is disagreed.  Result is positive. In the context of these subsidies FDI inflows increase the financial expansion which decreases the poverty level in the host country.
Q14.  Do you feel that the administration and SBP are probable to make certain so as to no serious handed strategy reaction that may well overturn the continuing financial improvement is taken on?      
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In this question 43% are strongly agreed, 57% are agreed.  It is concluded that the SBP and administration are probable to make certain so as to no serious rule reaction so as to the may well overturn the continuing financial system in taken on.  This help to build good business atmosphere.  

Q15.  Do you feel that confrontation toward implementation of innovative guiding principle through several fundamentals of central and local system of government that have not completely familiar to the innovative, more open economic surroundings is cause for short FDI inflows?
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In this question 46% are strongly agreed, and 54% are agreed.  It is concluded that the confrontation to the implementation of innovative rules through few component of central and local system of government that have not entirely familiar to the new, extra open financial atmosphere is cause for short FDI inflows.

CHAPTER 5

CONCLUSION 

We have made some conclusion which is based on our survey and the opinions of economists. FDI has a positive impact on the growth of the economy but it still needs to be improved in some aspects.  FDI behaves different in different countries dependent upon some internal conditions and factors of the host country hence we conclude that FDI’s role varies from country to country. Since independence Pakistan’s developing programs are dependent and relying on foreign aid. A larger proportion of capital inflow of country yet consists of foreign aid. 

FDI boost up the GDP growth rate through:

· Structural revolution of the economy
· Arrangement of foundations of the industrial and agricultural fields

· Technical help out

· Policy guidance
· Modern technology

· Help out in recovering budget deficit

· Funding in development projects

The effectiveness of FDI is also dependent upon the implementation of policies such as fiscal policy, monetary policy, trade policy etc. Good policies enhance the positive impact of FDI on the economy and growth rate of GDP while poor and unaffecting policies adverse the having no affect on the economy growth.  The requirement is not only the making of good policies but the implementation of these policies. Policies should also include the monitoring of those projects which are funded through the foreign investment so that misuse of the funds can be avoided. Establishment of the cheering atmosphere for investment, mutually foreign and domestic, is main test in spite of countries seeing that better globalize and aggressive countries anxiety present structure and requirement for incessant enhancement in mutually on the whole facilitating atmosphere for business and overall performance of the company.
RECOMMENDATION

Here I want to suggest some things, no doubt that good monetary, fiscal and trade policies enhance the effectiveness of FDI but the recommendation is that we must have to avoid or minimize the aid, loans, debts and grants in order to strengthen the economy. The following suggestion and recommendations should be consider for better inflow of FDI in Pakistan:

· Concessions, cash grants, specific subsidies should be given

· Domestic infrastructure should be improved

· Local talents, abilities and expertise should be developed to fulfill   the investors requirements and anticipation

· Rules and regulations should be improved

· Connect the local system in global governing network

In Pakistan there are some areas which require investment these are human capital, perfection of talented workers. The major factor which affects the attraction of FDI is human capital.  In most of the well developed countries investment is not equally distributed along the regions and areas. FDI and HRD Human are the main drivers of growth in all countries either developed or developing. HRD increases the flow of FDI because well skilled and talented workforce attracts the investors. Re the major Multinational Enterprises are the major donors of skilled workforce through education, training, conveying expertise and information technology. 
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APPENDIX

I

	Year
	Gross Domestic Product
	US Dollar Exchange
	Inflation Index

(2000=1000)
	Per-Capita Income (as % of USA)



	1960
	20,058
	4.76 Pakistani Rupees
	
	3.37

	1965
	31,740
	4.76 Pakistani Rupees
	
	3.40

	1970
	51,355
	4.76 Pakistani Rupees
	
	3.26

	1975
	131,330
	9.91 Pakistani Rupees
	
	2.36

	1980
	283,460
	9.97 Pakistani Rupees
	21
	2.83

	1985
	569,114
	16.28 Pakistani Rupees
	30
	2.07

	1990
	1,029,461
	21.41 Pakistani Rupees
	41
	1.92

	1995
	2,268,461
	30.62 Pakistani Rupees
	68
	2.16

	2000
	3,826,111
	51.64 Pakistani Rupees
	100
	1.54

	2005
	6,581,103
	60.40 Pakistani Rupees
	126
	1.71


II

	Indicator
	1999
	2007
	2008
	2009

	GDP
	$75bn
	$160bn
	$170bn
	$185bn

	GDP Purchasing Power Parity
	$270bn
	$474.5bn
	S504.3bn
	580.6bn

	GDP per capita income
	$450
	$925
	$1085
	$1250

	Revenue Collection
	Rs.305bn
	Rs.708bn
	Rs.990bn
	Rs.1.o5t

	Foreign Reserve
	$700m
	$16.4bn
	$10bn
	$14bn

	Exports
	$7.5bn
	$18.5bn
	$19.22bn
	$18.45bn

	Textile Exports
	$5.5bn
	$11.2bn
	
	

	FDI
	$1bn
	$8.4bn
	$5.19bn
	$4.6bn

	Debt Servicing
	65% of GDP
	26% of GDP
	
	

	Poverty Level
	34%
	24%
	
	

	Literacy Level
	45%
	53%
	
	

	Development Programs
	Rs.80bn
	Rs.520bn
	Rs.549bn
	Rs.880bn


III

	Sector
	2001-02
	2002-03
	2003-04
	2004-05

	Agriculture
	0.03
	1.01
	0.53
	1.74

	Industry
	0.61
	1.o8
	2.74
	2.46

	Service
	2.47
	2.75
	3.16
	4.16

	Real GDP
	3.1%
	4.8%
	6.4%
	8.4%

	Manufacturing
	1.71
	1.11
	2.31
	2.19


IV

	Sector
	2000-01
	2001-02
	2002-03
	2003-04
	2004-05

	Goods (1+2+3+4+5)
	48.2
	47.3
	47.1
	47.4
	47.6

	1. Agriculture
	25.1
	24.4
	24.2
	23.2
	23.1

	2. Mining
	1.3
	1.4
	1.5
	1.5
	1.4

	3. Manufacturing
	15.9
	16.1
	16.4
	17.6
	18.3

	4. Construction
	2.4
	2.4
	2.4
	2.1
	2

	5. Energy Distribution
	3.4
	3
	2.5
	2.9
	2.7

	Services (6+7+8
+9+10+11)
	51.8
	52.7
	52.9
	52.6
	52.4

	6. Transportation & Comm
	11.7
	11.5
	11.5
	11.4
	11.1

	7. Trade
	18.1
	1
	18.2
	18.5
	19.1

	8. Finance & Insurance
	3.1
	3.6
	3.3
	3.3
	3.7

	9. Ownership of Dwellings
	3.2
	3.2
	3.2
	3.1
	2.9

	10. Public Admin. & Defense
	6.3
	6.5
	6.7
	6.5
	6

	11. Other Services
	9.4
	9.9
	10
	9.9
	9.6


V

	Exports
	Football, cotton fiber, clothings, marble, leather goods, rice, sports goods, surgical instruments, softwares, powdered milk, ice cream, chicken, vegetables, processed food items, livestock meat, rugs, sea foods, defence equipment, salt, onyx, engineering goods and lot of more things.


VI

	Imports
	petroleum and its products. Some other imports are construction and industrial machinary, automobiles, computer and its parts, medicines, food items, electronic products, defence equipment and consumer items. 




VII

	Year
	Greenfield Investment
	Privatisation Proceeds
	Total FDI
	Private Portfolio Investment

	2001-02
	357
	128
	485
	-10

	2002-03
	622
	176
	798
	22

	2003-04
	750
	199
	949
	-38

	2004-05
	1,161
	363
	1,524
	153

	2005-06
	1,981
	1,540
	3,521
	351

	2006-07
	4,873
	266
	5,139
	1,820

	2007-08
	5,019
	133.2
	5,152.80
	19.3

	2008-09
	3,719.90
	
	3,179.90
	-510.30

	Jul-Sep 09
	463
	
	463
	208.40

	Total
	18,946.70
	2,805.20
	21,212.30
	2,025.40


VIII

	Country
	2000-01
	2001-02
	2002-03
	2003-04
	2004-05
	2005-06
	2006-07
	2007-08
	2008-09
	Jul-Sep 09

	USA
	92.7
	326.4
	211.5
	238.4
	325.9
	516.7
	913.1
	1309.3
	869.9
	165.2

	UK
	90.5
	30.3
	219.4
	64.6
	181.5
	244
	860.1
	460.2
	263.4
	60.6

	UAE
	5.2
	21.5
	119.7
	134.6
	367.5
	1424.5
	661.5
	589.2
	178.1
	29.5

	Japan
	9.1
	6.4
	14.1
	15.1
	45.2
	57
	64.4
	131.2
	74.3
	4

	Hong Kong
	3.6
	2.8
	5.6
	6.3
	32.3
	24
	32.6
	339.8
	156.1
	-3.2

	Switzerland
	3.6
	7.4
	3.1
	205.3
	137.5
	170.6
	174.7
	169.3
	227.3
	18.9

	Saudi

Arabia
	56.6
	1.3
	43.2
	7.2
	18.4
	277.8
	103.5
	46.2
	-92.3
	1.4

	Germany
	15.5
	11.2
	3.7
	7
	13.1
	28.6
	78.9
	69.6
	76.9
	6.1

	Korea
	3.7
	0.4
	0.2
	1
	1.4
	1.6
	1.5
	1.2
	2.3
	0.5

	China
	
	0.3
	3
	14.3
	0.4
	1.7
	712
	13.7
	101.4
	-3.8

	Norway
	
	0.1
	0.3
	146.6
	31.4
	252.6
	25.1
	274.9
	101.1
	0.6

	Others
	41.9
	76.6
	173.9
	108.6
	369.3
	521.9
	1512.2
	2005.2
	1964.2
	463

	Total
	
	484.7
	798
	949
	1523.9
	3521
	5139.6
	5409.8
	3719.9
	463

	Privatization proceeds
	
	127.4
	176
	198.8
	363
	1540.3
	266.4
	133.2
	0
	0

	FDI Excluding Pvt. Pro.
	322.4
	357.3
	622
	750.2
	1160.9
	1980.7
	4873.2
	5276.6
	3719.9
	463


IX

	Banking
	Habib Bank

	Oil and Gas
	OGDC, PPL and PSO i.e

	
	Oil and Development Corporation

	
	Pakistan Petroleum Limited 

	
	Pakistan State Oil Co.

	Power
	Vertically integrated KESC i-e Karachi Electric Supply Corporation.

	Industries
	Two large fertilizer units and other smaller units Two large fertilizer units and other smaller units
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