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ABSTRACT

This paper empirically investigates the economic determinants of Foreign Direct Investment
(FDI) in Pakistan. In this study we used time series data for the period of 1970-71 to 2002-03. To
check stationarity in the levels of data, we applied Augmented Dickey Fuller Test and then we
cstimated data by using an Error Correction Model (ECM). Unit Labor Cost and Inflation were
tatistically significant with negative and positive signs respectively. Both Market Size and Trade
Balance were also found statistically significant with positive signs. Service Sector was
nsignificant with positive sign. Through these tests we proved that all variables were significant
except Service Sector. iy T A ey ey
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