FOREIGN DIRECT INVESTMENT IN PAKISTAN FIRMS AFTER
FINANCIAL GLOBAL CRISIS 2008

By:
Name MOHSIN RASHEED
Enrolment # 01-222141-008
MBA 4C

Supervisor:
Sir TANVEER TAJ

Department of Management Sciences

Bahria University Islamabad

2015

Department of Management Sciences Bahria Institute of
Management and Computer Sciences Bahria University
Islamabad 2015.

Page 1



Acknowledgement

First of all I would like to thank Almighty Allah who blessed me and made it possible for me to
enhance the thesis skill. I am very grateful to all teachers who supported me during the hard
times | faced. 1 am extremely thankful to HOD of management sciences and the Research cell of
BAHRIA UNIVERSITY, for supporting me in this thesis. | am also thankful to my supervisor Sir
Tanveer Taj to help me in completion of my thesis with his valuable suggestions and transfer of
knowledge towards me. Finally 1 would like to acknowledge the ultimate support, care,
encouragement and dedication of my parents who played the vital role in my life as well as in the

completion of this thesis.

Mohsin Rasheed

Page 2



ABSTRACT

This dissertation is start from the summary; it is mainly focused on the foreign direct investment
in Pakistan five industry sectors after financial crisis. This thesis starts from the introduction of
the topic that what is the foreign direct investment and financial Crisis how it can affect Pakistan
industry and Pakistan GDP, which sectors are most affected after the global crisis and less FDI
inflow. After introduction of this dissertation tells the objective of that, what is the agenda to
work on this thesis and why is more important. The objectives shows that what u needs to find in
the dissertation. After that the objective the researcher starts to review literature and the main
objective of this literature review is gain knowledge about the topic from different sources the
researcher use to study different related material to enhance knowledge about investments. The
objective of the literature review is to explore the finding with the old researches. After that
thesis tells about the methodology chapter. Methodology includes many things like the kind of
research, data collection techniques, and sample size of research, variables and research
limitations. Methodology shows the reliability and validity of the dissertation. With the help of
methodology we use to identify variable by making hypothesis. After that we use to find data
regarding our methodology and then run regression and correlation for the purpose of model
checking and relation between variable. In the last researcher use to give recommendation
conclusion of the thesis. This research investigates the crash of foreign direct investment on
industry of Pakistan. The year wise data were collected from Board of investment and World
Bank by using simple regression technique and data research by using SPSS software. It was
discovered that the industries are in urgent require of financial and technological investments.
There is a strong relation between foreign direct investment and Gross Domestic Product. It was
proved that the crisis has a negative effect on Pakistan GDP and FDI, but FDI has a positive

impact on GDP. Most of the industry sectors suffer after crisis especially financial sectors.

Page 3



Contents

CHAPTER 1 ettt ettt b e s bt st et e e bt e b e e s bt e s at e s ab e e a bt e b e e e beesaeeeaeeeat e e bt e nbeesanesanesabeebeennes 6
1.0 INTRODUCGTION ...ttt sssanenen 6
11 IMPACT IN PAKISTAN s esssanenes 8
1.2 ATM 10 RESEAICN ..ttt e st e st e st e s bt e e s bt e e s ae e e sareesneeesabeenn 9
1.3 Objective Of the r@SEAICN ... e e e e e e e e e e e e e eaaeeas 9
1.4 Problem STatEMENT ...c...i it s e 10
1.5 YTy CY: [ ol o o] F= o FS SR 10
1.6 RESEAICH QUUESTIONS ...eviieiiieiiie ettt ettt et e s bt e e st e st e e see e sbeeesnbeesareesneeesabeeenns 11

CHAPTER TWO e e e e e s e e e s e e e e e s e e e s e e e s e s s s e e s s e s e s s s e s s s e seassaasssasasssssassssassssasssssnsasasananenns 13

2.0 LITERATURE REVIEW ... sanes 13
2.1 SECTORS IN PAKISTAN. ...ttt ettt ettt ettt ettt et e b e st s st st et e e sbeesbeesbeesmeesabeebeenbeennes 14
2.3 The Board Of INVESTMENT ..co.iiiuiiiiiiiiee ettt ettt et st beenns 18

2.4 Foreign direct investment in PakiStan ..........ccueiieiiii ettt e 18
2.5 The Global Financial Crisis and the Emerging ECONOMIES........ccoccvieiiiiiieeiiiieee e 23
2.6 The Karachi StOCK EXCRhaNEE....coocuiiiiiciieee ettt et s e e bae e s aree e e e 24
2.7 REVIEW LITERATURE THROUGH DIFFERENT STUDIES ...t 24

(0 0T T o) (=T e T USRIt 31
3 TheoretiCal FrameWOIK ......coi ittt sbe e st e e nbe e sbe e saeesaee e 31
3.1 Theoretical FrameWOIK ......cocuiiiiriieiieieeeerte ettt sttt s e e ne b e sreesane e 31
3.2 Construction of NYPOThESIS ......vviiiiieee e e e e 32

CHAPTER 4 ..ttt ettt b e st st et e bt e bt e s bt e s ae e sas e e bt e bt e s e e sbeesaeesaneeneenbeesrnesanenas 33
4.0 DATA AND METHODOLOGY ...oettiiieiieeaiiiiitetee e e e ettt e e e e e e eeintbeeeeeeesesanneseeeeeeesssanneseeeeeesessannnenes 33
41 I CF [ ol o WY o o o =Tl s WSS 33
4.2 1V 134 g ToTe [o] FoY -V RS 34
4.3 Measures the OULPUL (GDP) .....cccveeeiieeeieeciee ettt e et et e e reeeetee e steeetae e abeesbeeeesseesaseeesaeesaseeenns 34
4.4 MEASUIE OF FD ...ttt sttt ettt st e et e et esaeesanesaneereereenes 35
4.5 MEASUIE OF CPl....iiiiieiieet ettt ettt s s e et e e e bt e saeesanesane e b e e reenes 36
4.6 ASSESSMENT OF RESEAICH ...ttt et sbe e st as 36
4.7 LY=o 1 YRR 36
4.8 (=YL F=1 o711 425U 37
4.9 (6fo] | =Tot i ToTa o) i D) - HO PP PR PRSP PPPUPRRPO 38




CHAPTER 5 it e et e e e e s s bbb e et e e e e s s s nbbba s e e e e e s s sannnenes 42

5.0 Data analysis aNd RESUIES........iiiiiiiiiie it rbee e e s sbee e s s sabee e e e nareeas 42
5.1 (D= ol ] o1 RN V7N =1 A ] 3N 42
5.2 Y T Yo [=T YU 10V = SRS 43
5.3 RESIAUAIS STALISTICS ..vveueeentieteetiet ettt sttt e b e s s e e b e b ns 44
CHAPTER 6 e e e e e e s e e e e s e e e s e e e e s e e e e e e e e e e e e e e e e e e e e e asaaaaaaasasaaaaasasaaasassssaaaasasasanasananenns 45
6.0 CONCLUSION AND RECOMMENDATIONS. .....ccoiiiiiiitiiieieieteieieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeesesesesesesesenes 45
6.1 RECOMMENAALIONS ...eiiiiieitie ittt ettt e s bt e e sab e e st e e e seeesabeeesnbeesareesaneeesabeeanns 47
6.3 REFERENCES ...ttt ettt ettt ettt st sttt e b e b e s bt e sae e et e et e e b e e sbeesaeesmnesabeenreennis 48

Page 5



