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NOTE

UNCTAD serves as the focal point within the United Nations Secretariat
for all matters related to foreign direct investment and transnational corporations.
In the past, the Programme on Transnational Corporations was carried out by the
United Nations Centre on Transnational Corporations (1975-1992) and the Transnational
Corporations and Management Division of the United Nations Department of Economic
and Social Development (1992-1993). In 1993, the Programme was transferred to
the United Nations Conference on Trade and Development. UNCTAD seeks to further
the understanding of the nature of transnational corporations and their contribution
to development and to create an enabling environment for international investment
and enterprise development. UNCTAD's work is carried out through intergovernmental
deliberations, research and analysis, technical assistance activities, seminars, workshops
and conferences.

The term “ country” as used in this study also refers, as appropriate, to territories
or areas; the designations employed and the presentation of the material do not imply
the expression of any opinion whatsoever on the part of the Secretariat of the United
Nations concerning the legal status of any country, territory, city or area or of its authorities,
or concerning the delimitation of its frontiers or boundaries. In addition, the designations
of country groups are intended solely for statistical or analytical convenience and
do not necessarily express a judgement about the stage of development reached by
a particular country or area in the development process.

The following symbols have been used in the tables:

Two dots (..) indicate that data are not available or are not separately reported. Rows
in tables have been omitted in those cases where no data are available for any of
the elements in the row;

A dash (-) indicates that the item is equal to zero or its value is negligible;
A blank in a table indicates that the item is not applicable;
A slash (/) between dates representing years, e.g. 1994-95, indicates a financial year;

Use of a réyphen (-) between dates representing years, e.g. 1994-1995, signifies the
full period Iinvolved, including the beginning and end years.

Reference to “dollars” ($) means United States dollars, unless otherwise indicated.

Annual rates of growth or change, unless otherwise stated, refer to annual compound
rates.

Details and percentages in tables do not necessarily add to totals because of rounding.

The material contained in this study may be freely quoted with appropriate
acknowledgement.
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[1A Issues Paper Series

The main purpose of the UNCTAD Series on issues in
international investment agreements — and other relevant
instruments — is to address concepts and issues relevant to
international investment agreements and to present them in
a manner that is easily accessible to end-users. The series covers
the following topics:

Admission and establishment

Competition

Dispute settlement (investor-State)

Dispute settlement (State-State)
Employment

Environment

Fair and equitable treatment

Foreign direct investment and development
Home country measures

Host country operational measures

[llicit payments

Incentives

International investment agreements: flexibility for development
Investment?related trade measures

Lessons from the MAI
Most-favoured-nation treatment

National treatment

Scope and definition

Social responsibility

State contracts

Taking of property

Taxation

Transfer of funds

Transfer of technology

Transfer pricing

Transparency

Trends in international investment agreements: an overview
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Preface

The secretariat of the United Nations Conference on Trade
and Development (UNCTAD), is implementing a work programme
on international investment agreements. It seeks to help
developing countries to participate as effectively as possible
in international investment rule-making at the bilateral, regional,
plurilateral and multilateral levels. The programme embraces
capacity-bulding seminars, regional symposia, training courses,
dialogues between negotiators and groups of civil society and
the preparation of a Series of issues papers.

This paper is part of this Series. It is addressed to
Government officials, corporate executives, representatives of
non-governmental organizations, officials of international agencies
and researchers. The Series seeks to provide balanced analyses
of issues that may arise in discussions about international
investment agreements. Each study may be read by itself,
independently of the others. Since, however, the issues treated
closely interact with one another, the studies pay particular
attention to such interactions.

The Series is produced by a team led by Karl P. Sauvant
and Pedro Roffe. The principal officer responsible for its production
is Anna Joubin-Bret, who oversees the development of the papers
at various stages. The members of the team include Patricia
Mira Pontén, Aimé Murigande and Jorg Weber. The series’
principal advisers are Arghyrios A. Fatouros, Sanjaya Lall, Peter
T. Muchlinski and Patrick Robinson. The present paper is based
on a manuscript prepared by John Kline. Reprinted in the
Appendix is the “Agreed Outcome” from an UNCTAD Expert
Meeting on Home Country Measures held in Geneva from 8
tol0 November 2000, as it is immediately relevant to the topic
of this paper. The final version reflects comments received from
Susan Borkowski, Werner Corrales, William Dymond, Corinne
Dreyfus, Felipe Jaramillo, Joachim Karl, Mark Koulen, Mansur
Raza, Homai Saha, Chak Mun See and Marinus Sikkel. The paper
was desktop-published by Teresita Sabico.

/-"'--:"‘I _.-.-"".“'
”5{ '%K{.L,ﬁ.c’. '.r_..J:
Rubens Ricupero
Geneva, June 2001 Secretary-General of UNCTAD
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Executive summary

Most international negotiations on foreign direct
investment (FDI) focus on issues involving the paired
relationship between transnational corporations (TNCs)
and host countries. TNCs desire access to foreign resources
and markets to further their strategic global business objectives.
Host countries desire FDI that promotes national economic
and social objectives. Many host countries, including
developing countries, adopt measures to attract FDI by, for
example, improving their regulatory framework for FDI,
enhancing educational programmes, or offering incentives.
In reality, however, this paired relationship between TNCs
and host countries is triangular. Home countries also influence
FDI flows, including the relative prospects that their TNCs
will select developing country investment sites. The question
thus arises: to what extent do international investment
agreements (I1As) address home country measures (HCMs)
that influence FDI flows to host countries?

A variety of HCMs affect TNC decisions regarding
the selection of host country investment sites. In addition
to possible restrictions on capital outflows, HCMs can
encompass general policy pronouncements, information and
technical assistance, transfer of technology, financial and
fiscal incentives, investment insurance and market access
regulations. A stock-taking analysis of HCMs in 11As shows
that developed countries have removed most national
restrictions on outward FDI and embrace declaratory statements
in inter-governmental agreements that endorse the promotion
of FDI, particularly to developing countries. These policy
declarations, however, are often not linked to specific
obligations for the adoption of HCMs. Many FDI promotional
declarations remain hortatory, particularly in the context
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