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ASSIGNMENT No. 2 

Q.1 

What is foreign direct investment? Discuss some 

advantages and disadvantages of receiving FDI. How to 

control and monitor FDI? (20) 

Foreign Direct Investment (FDI) refers to an investment made by a company or 

individual from one country into a business or project located in another country. It 

involves establishing ownership or controlling interest in a foreign enterprise with 

the intention of having a lasting relationship and influence on its operations. 

 

Advantages of Receiving FDI: 

 

Economic Growth and Development: FDI can contribute to economic growth by 

increasing capital investment, creating employment opportunities, and transferring 

technology and knowledge to the host country. It can help enhance productivity, 

boost industrialization, and stimulate innovation. 
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Increased Foreign Exchange: FDI brings in foreign currency and boosts the host 

country's foreign exchange reserves. This can help stabilize the balance of 

payments, support currency value, and provide a source of financing for imports. 

 

Transfer of Technology and Skills: Foreign investors often bring advanced 

technologies, managerial expertise, and best practices to the host country. This 

knowledge transfer can enhance the local workforce's skills, improve productivity, 

and foster the development of new industries and sectors. 

 

Access to Global Markets: FDI can provide host countries with access to global 

markets through the investor's established networks and distribution channels. This 

can open up opportunities for exports and help integrate the host country into 

global value chains. 

 

Disadvantages of Receiving FDI: 

 

Dependence on Foreign Capital: Overreliance on FDI can make the host country 

vulnerable to fluctuations in global capital flows. Sudden withdrawal of foreign 

investment can have adverse effects on the host country's economy, leading to 

instability. 

 

Loss of Economic Sovereignty: FDI may involve foreign investors having 

significant control and influence over key sectors of the host country's economy. 



This can potentially limit policy autonomy and decision-making, affecting national 

interests. 

 

Negative Impacts on Local Businesses: In some cases, FDI can lead to increased 

competition for local businesses, especially small and medium enterprises. They 

may struggle to compete with larger foreign companies, potentially leading to 

market concentration and a loss of local entrepreneurship. 

 

Environmental and Social Concerns: Some foreign investments may not adhere to 

strict environmental and social standards, leading to negative impacts on the 

environment, local communities, and workers' rights. Lack of proper regulation 

and oversight can exacerbate these concerns. 

 

Control and Monitoring of FDI: 

 

Legal and Regulatory Framework: Establishing clear and transparent laws and 

regulations that govern FDI, including investment protection, taxation, and labor 

standards, can help control and monitor FDI activities. This includes implementing 

policies that balance investor interests with host country objectives. 

 

Screening and Approval Mechanisms: Implementing screening mechanisms, such 

as investment review processes, can help ensure that FDI aligns with national 

interests and strategic priorities. These mechanisms can evaluate potential risks, 



including national security concerns, and allow for appropriate conditions or 

restrictions to be applied. 

 

Data Collection and Reporting: Governments should collect and analyze data on 

FDI inflows, outflows, and impacts to monitor trends, assess the economic and 

social impacts, and make informed policy decisions. Regular reporting and 

transparency help enhance accountability and enable evidence-based monitoring. 

 

Stakeholder Engagement and Consultation: Engaging with relevant stakeholders, 

including local communities, civil society organizations, and labor unions, fosters 

transparency and ensures that the interests of all parties are considered in FDI 

decisions. It helps identify potential risks and opportunities associated with foreign 

investments. 

 

Capacity Building and Technical Assistance: Building the capacity of government 

institutions responsible for FDI regulation and monitoring is crucial. Technical 

assistance and knowledge-sharing from international organizations can help 

strengthen regulatory frameworks and enforcement mechanisms. 

Q.2 

Why improving human capabilities and ensuring their 

effective political participation is important for a 

country’s development? (20) 



Improving human capabilities and ensuring effective political participation are 

crucial for a country's development due to the following reasons: 

 

Economic Growth: Human capabilities, including education, skills, and health, are 

essential drivers of economic growth. Investing in education and skill development 

enables individuals to contribute effectively to the workforce, fostering 

productivity and innovation. By improving human capabilities, countries can 

enhance their competitiveness, attract investments, and achieve sustainable 

economic development. 

 

Poverty Reduction: Empowering individuals through improved capabilities and 

political participation helps reduce poverty. Enhanced education and skills enable 

individuals to secure better job opportunities and higher incomes, breaking the 

cycle of intergenerational poverty. Effective political participation ensures that 

policies and programs address the needs of marginalized and vulnerable 

populations, promoting inclusive development. 

 

Social Development: Human capabilities contribute to social development by 

promoting better health outcomes, gender equality, and social cohesion. Access to 

quality education, healthcare, and social services improves overall well-being and 

reduces inequalities. Effective political participation allows marginalized groups to 

have a voice in decision-making processes, ensuring their needs are represented 

and addressed. 

 



Democratic Governance: Effective political participation is fundamental to 

democratic governance. When individuals are actively engaged in political 

processes, they can hold governments accountable, advocate for their rights and 

interests, and contribute to policy formulation and implementation. Inclusive 

political participation promotes transparency, accountability, and legitimacy, 

strengthening democratic institutions. 

 

Social Stability and Conflict Resolution: Empowering individuals through 

improved capabilities and political participation can contribute to social stability 

and conflict resolution. When people feel that their voices are heard and their 

rights are respected, it reduces grievances and the likelihood of social unrest. 

Inclusive political processes provide avenues for peaceful resolution of conflicts 

and grievances. 

 

Sustainable Development: Human capabilities and effective political participation 

are essential for achieving sustainable development. By investing in education, 

health, and skills, countries can promote sustainable practices, innovation, and 

responsible decision-making. Inclusive political participation ensures that 

sustainable development goals and environmental concerns are integrated into 

policy frameworks. 

 

Human Rights and Justice: Enhancing human capabilities and political 

participation is closely linked to the promotion of human rights and social justice. 

By providing individuals with the tools to exercise their rights, countries can work 

towards creating a just and equitable society. Effective political participation 



allows marginalized groups to have a say in decision-making processes, promoting 

social justice and equal opportunities. 

 

In summary, improving human capabilities and ensuring effective political 

participation are critical for a country's development. They foster economic 

growth, reduce poverty, promote social development, strengthen democratic 

governance, enhance social stability, contribute to sustainable development, and 

advance human rights and justice. Investing in people and empowering them to 

participate in decision-making processes are key components of inclusive and 

sustainable development. 

 

Q.3 

What do you understand by the term ‘strategy for 

resource mobilization’? Discuss in detail the different 

factors that must be considered before making a 

strategy.  (20) 

The term "strategy for resource mobilization" refers to the systematic approach and 

plan adopted by organizations or governments to gather and allocate resources 

effectively to achieve their goals and objectives. It involves identifying, acquiring, 

and managing resources, such as financial, human, technological, and material 

assets, in a coordinated manner to maximize their impact and support sustainable 

development. 



 

When developing a strategy for resource mobilization, several factors must be 

considered to ensure its effectiveness. These factors include: 

 

Organizational Goals and Priorities: The strategy should align with the overall 

goals and priorities of the organization. It is essential to have a clear understanding 

of the organization's mission, vision, and strategic objectives to determine the types 

and quantities of resources required. 

 

Resource Needs Assessment: Conducting a comprehensive assessment of resource 

needs is crucial. This involves analyzing the existing resource capacity, identifying 

gaps, and determining the specific resources required to implement programs or 

projects successfully. It includes evaluating financial needs, human resource 

requirements, infrastructure, technology, and other critical resources. 

 

Stakeholder Engagement: Engaging relevant stakeholders is important for resource 

mobilization. This includes internal stakeholders (e.g., management, staff, 

volunteers) and external stakeholders (e.g., donors, partners, community 

members). Understanding their perspectives, expectations, and potential 

contributions can inform resource mobilization strategies and build partnerships for 

resource sharing. 

 

Resource Mapping: Conducting a thorough analysis of available resources within 

the organization and externally is essential. This involves identifying existing 



resources, both tangible (e.g., funds, equipment, expertise) and intangible (e.g., 

networks, relationships), and determining how they can be utilized to meet the 

organization's needs. Resource mapping helps identify potential sources of support 

and opportunities for collaboration. 

 

Financial Planning and Budgeting: Developing a financial plan and budget is a 

critical aspect of resource mobilization. It involves estimating the financial 

requirements for implementing programs or projects, considering various cost 

elements (e.g., personnel, equipment, supplies), and identifying potential funding 

sources. Effective budgeting ensures optimal allocation of financial resources and 

enhances accountability. 

 

Diversification of Funding Sources: Relying on a single funding source can pose 

risks to sustainability. A robust strategy for resource mobilization should involve 

diversifying funding sources. This includes exploring options such as government 

grants, private sector partnerships, individual donations, philanthropic foundations, 

crowdfunding, and income generation activities. Diversification minimizes 

dependence on a single source and increases financial resilience. 

 

Communication and Advocacy: Effective communication and advocacy play a 

vital role in resource mobilization. Organizations need to communicate their 

mission, impact, and resource needs clearly and persuasively to attract support 

from donors, investors, and other stakeholders. Building a strong brand, 

establishing credibility, and showcasing results are essential in attracting resources. 

 



Monitoring and Evaluation: Establishing a monitoring and evaluation framework 

helps assess the effectiveness of resource mobilization efforts. This involves 

setting performance indicators, tracking progress, and analyzing the impact of 

mobilized resources on achieving organizational goals. Regular evaluation allows 

organizations to adjust strategies, improve resource allocation, and demonstrate 

accountability to stakeholders. 

 

Risk Management: Resource mobilization strategies should include risk 

management measures. This involves identifying potential risks and developing 

contingency plans to mitigate their impact. Organizations should assess financial, 

operational, and reputational risks and implement appropriate measures to 

safeguard resources and ensure continuity. 

 

Capacity Building: Enhancing the capacity of the organization and its staff is 

crucial for effective resource mobilization. This includes providing training and 

professional development opportunities to staff members involved in resource 

mobilization activities, building fundraising skills, and fostering a culture of 

resource optimization within the organization. 

 

By considering these factors, organizations and governments can develop 

comprehensive strategies for resource mobilization that address their specific 

needs, leverage available resources, and support sustainable development 

initiatives. 

 



Q.4 

Discuss some of the on-going programs in Pakistan for 

resource mobilization. Also highlight their limitations 

and challenges. (20) 

There are several ongoing programs in Pakistan aimed at resource mobilization. 

Here are a few examples along with their limitations and challenges: 

 

Tax Reforms and Revenue Generation: 

The government of Pakistan has been implementing tax reforms to enhance 

revenue collection. Initiatives include expanding the tax base, improving tax 

administration, and introducing technology-driven solutions for tax compliance. 

However, challenges persist, such as widespread tax evasion, limited tax 

awareness, and the informal economy, which hampers the effectiveness of these 

efforts. 

 

Foreign Aid and Donor Assistance: 

Pakistan receives foreign aid and assistance from bilateral and multilateral partners 

to support development projects. These include grants, loans, and technical 

assistance. However, challenges include the fluctuating nature of aid, 

conditionalities attached to the funding, and the need for effective utilization and 

management of aid resources. 

 



Public-Private Partnerships (PPPs): 

The government promotes PPPs to mobilize private sector resources for 

infrastructure development and service delivery. PPPs involve collaboration 

between the public and private sectors in areas such as energy, transportation, and 

health. Challenges include regulatory frameworks, legal complexities, and the need 

for transparent processes to attract private investment. 

 

Development Funds and Trusts: 

Various development funds and trusts have been established in Pakistan to 

mobilize resources for specific sectors or projects. Examples include the Pakistan 

Bait-ul-Mal for social welfare, the Pakistan Poverty Alleviation Fund for poverty 

reduction, and the Prime Minister's COVID-19 Relief Fund. Limitations can 

include inadequate funding, coordination challenges, and ensuring efficient and 

equitable resource allocation. 

 

Fundraising and Philanthropy: 

Non-profit organizations and civil society engage in fundraising and philanthropic 

activities to mobilize resources for various social causes. These efforts rely on 

donations from individuals, corporations, and philanthropic foundations. 

Challenges can include donor fatigue, limited awareness of organizations, and 

ensuring transparency and accountability in resource utilization. 

 

Foreign Direct Investment (FDI): 



Pakistan seeks to attract FDI in sectors such as energy, infrastructure, and 

manufacturing. Efforts include policy reforms, investment facilitation, and 

promoting a business-friendly environment. However, challenges remain, 

including the perception of political instability, security concerns, and 

infrastructure gaps that impact investor confidence. 

 

Digital Financial Inclusion: 

Programs are being implemented to promote digital financial inclusion, such as 

mobile banking, digital payment systems, and e-commerce platforms. These 

initiatives aim to enhance financial access, improve efficiency, and unlock 

economic opportunities. Challenges include low digital literacy, limited internet 

connectivity in rural areas, and cybersecurity risks. 

 

Microfinance and Microenterprise Development: 

Microfinance institutions provide small loans and financial services to micro-

entrepreneurs and low-income individuals. These programs aim to promote 

entrepreneurship, alleviate poverty, and enhance financial inclusion. Challenges 

include limited access to capital, high interest rates, and the need for tailored 

financial products for specific sectors and regions. 

 

Limitations and Challenges: 

 

Corruption and mismanagement can hinder effective resource mobilization efforts. 



Limited institutional capacity and bureaucratic hurdles can delay project 

implementation and disbursement of funds. 

Inadequate coordination among different stakeholders can result in duplication of 

efforts and inefficient resource allocation. 

Socio-political instability, security challenges, and regional disparities can affect 

resource mobilization efforts in certain areas. 

Lack of awareness, education, and participation in resource mobilization activities 

among the general public can be a challenge. 

Weak legal and regulatory frameworks, along with limited enforcement 

mechanisms, can impede resource mobilization programs. 

Addressing these limitations and challenges requires strengthening governance 

structures, enhancing transparency and accountability, improving coordination 

among stakeholders, investing in capacity-building efforts, and creating an 

enabling environment for resource mobilization. 

 

Q.5  

What is the difference between trickle down and 

bottom up approach of development? Which approach 

is more suitable for development in the context of 

Pakistan? 



The trickle-down and bottom-up approaches are two different approaches to 

development, focusing on different ways of achieving economic growth and 

reducing poverty. Here's a comparison of the two approaches: 

 

Trickle-Down Approach: 

The trickle-down approach emphasizes that economic growth and development 

should primarily focus on the top end of society, such as wealthy individuals, 

corporations, and industries. The idea is that by promoting economic growth at the 

top, benefits will eventually "trickle down" to the rest of society. Key features of 

the trickle-down approach include: 

Emphasis on macroeconomic policies and attracting foreign investment. 

Investment in large-scale infrastructure projects and industries. 

Focus on creating a favorable business environment to attract investors. 

Policies that aim to stimulate economic growth and job creation at the top end of 

the economy. 

Reliance on market forces and private sector-led development. 

Bottom-Up Approach: 

The bottom-up approach, also known as grassroots development or inclusive 

development, focuses on empowering individuals and communities at the 

grassroots level to drive development from within. It recognizes the importance of 

involving marginalized groups, promoting social inclusion, and addressing local 

priorities. Key features of the bottom-up approach include: 

Empowering local communities through capacity building, education, and skills 

training. 

Promoting participatory decision-making processes that involve local stakeholders. 

Prioritizing social development, poverty reduction, and improving human 

capabilities. 



Encouraging small-scale entrepreneurship and microfinance initiatives. 

Addressing inequalities and social justice issues. 

Suitability for Development in the Context of Pakistan: 

In the context of Pakistan, the bottom-up approach is generally considered more 

suitable for development due to several reasons: 

 

Inequality and Poverty: Pakistan faces significant income inequality and a high 

poverty rate. The bottom-up approach emphasizes inclusive development and 

poverty reduction, which can help address these challenges and promote social 

inclusion. 

 

Marginalized Communities: Pakistan has marginalized communities, including 

rural populations, women, and ethnic minorities. The bottom-up approach focuses 

on empowering these communities and giving them a voice in decision-making 

processes, which can help address their specific needs and challenges. 

 

Informal Economy: A significant portion of Pakistan's economy operates in the 

informal sector. The bottom-up approach recognizes the importance of supporting 

microenterprises and small businesses, which are prevalent in the informal 

economy, to drive economic growth and job creation. 

 

Social Development: Pakistan faces social development challenges, such as low 

literacy rates, healthcare disparities, and inadequate social services. The bottom-up 

approach prioritizes human capabilities, education, healthcare, and social welfare, 

which are crucial for sustainable development. 

 



Regional Disparities: Pakistan has regional disparities in terms of development, 

with significant gaps between urban and rural areas. The bottom-up approach 

emphasizes community-driven development, which can help address regional 

disparities and promote balanced development across the country. 

 

While the bottom-up approach is more suitable in the Pakistani context, it's 

important to note that a combination of both approaches can be effective. The top-

down approach can provide an enabling environment for economic growth, while 

the bottom-up approach ensures inclusivity and addresses the needs of 

marginalized communities. 


