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UNCTAD’s World Investment Report (WIR) focusses on development-oriented questions
related to the interaction between multinational enterprises (MNEs) and governments. It
does that with a view toward developing policy recommendations to maximize the
positive impact of foreign direct investment and MNE activities on host countries and
minimize any negative impacts. This article examines the reason for this focus and
approach, as well as a number of related issues, and evaluates how successful UNCTAD

has been in pursuing it.

The 30th anniversary of the World Investment Report
(WIR) provides a unique opportunity to evaluate the policy
impact of the WIR." In my evaluation, I first discuss why
the WIR has always paid special attention to policymaking
and some of the considerations relevant in this context,
and then continue with an evaluation of its policy impact.*
While I had the privilege of creating the WIR in 1991 and
being in charge of it for the first 14 editions (until 2004), I
have of course followed the publication carefully since then,
first when Anne Miroux was responsible for it and especial-
ly since James Zhan assumed the responsibility for the WIR
in 2009 and took the publication to new heights.

POLICY ORIENTATION AND RELATED
CONSIDERATIONS

The WIR pays special attention to policy because, as a prod-
uct of the United Nations - first the United Nations Centre
on Transnational Corporations (UNCTC) and since late 1993
the United Nations Conference on Trade and Development
(UNCTAD) - it seeks to influence the policies of its member
states. Thus, the purpose is not just to seek to analyze and
understand issues and problems, but — importantly - to see
how to deal with them in terms of appropriate policies. This
is in contrast to much of the academic literature which typ-
ically focusses on analysis and does not necessarily proceed
to developing policy responses based on the analyses made.

To begin with, those responsible for writing each edition
have (and had), to the best of my knowledge, complete au-
tonomy in choosing the theme for each volume and devel-
oping policy recommendations. This is helped by the fact
that, since the WIR’s inception, there has been an intergov-
ernmental consensus that, while there can be negative ef-
fects associated with FDI and MNE activity, on balance the
impact of such investment is positive — the reason for which
all countries seek to attract it.

At the same time, the development of policy responses

must account for a number of considerations deriving from
the fact that the WIR is the publication of an intergov-
ernmental institution with world-wide membership. (These
considerations apply of course to anyone developing policy
recommendations in the FDI space; but they are particularly
salient for a policy-oriented UN publication.) Complexities
arise from the fact that the WIR seeks to be relevant for all
countries, regardless of whether they are developed or de-
veloping countries or economies in transition—they all seek
the tangible and intangible assets associated with FDI to
advance their development. However, individual countries
have different interests and priorities as to what they seek
to obtain from FDI and MNE activities. For some, it is the
creation of additional productive capacity and the employ-
ment associated with it. For others, it is the acquisition of
technology and know-how, as well as the stimulation of ex-
ports. Again others may prefer greenfield investment over
mergers and acquisitions or, at least in certain sectors (like
natural resources), non-equity forms. Or (increasingly) they
may prefer commercially viable investment that is charac-
terized by best efforts to make a reasonable contribution
to the economic, social and environmental development of
host countries and that takes place in the context of good
governance mechanisms. Such “sustainable FDI” is charac-
terized by direct corporate action that increases the devel-
opment impact of FDI. Pursuing different objectives means
putting different policies in place.

Moreover, countries have vastly different capabilities to
implement policies. A given policy recommendation to deal
with, say, transfer pricing or restrictive business practices,
may be appropriate for developed countries or advanced de-
veloping counties, but be meaningless for least developed
countries. The same applies, to give another example, to the
capacity to provide certain incentives and to monitor any
conditions that may be attached to them.

From a broader perspective, furthermore, policy recom-
mendations need to take into account several sets of ten-
sions, from both the perspective of MNEs seeking a favor-

1 See Buckley (2020) for a review of the WIR contribution to research and Eden (2020) for proposed topics for future WIRs, both in this is-

sue.

2 See UNCTAD (2019) (and earlier editions) for a documentation of the results and impact of UNCTAD’s FDI work in general.
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able investment climate and governments seeking to attract
FDI and benefit from it as much as possible, and these ten-
sions play themselves out differently for different countries:

» the global corporate interests of MNEs vs. the nation-
al development interests of countries;

» foreign vs. domestic ownership;

» policies to attract FDI vs. policies to maximize its
benefits;

» a country’s interest as a host country vs. its interests
as a home country;

» the constraints of an integrated international produc-
tion system, a globalizing world economy and inter-
national investment law vs. the need for policy space
in the interest of national development.

It is against this background that the WIR team needs
to identify the focus-theme of a given edition and then an-
alyze the issues involved and develop policy recommenda-
tions of help to governments.

Given the WIR’s policy orientation, the choice of the
theme is important, and it delineates what the publication
seeks to do. There are at least four key considerations that
guide the selection of a theme: it needs to have a clear pol-
icy-oriented development focus, center on the nexus of a
crucial relationship between governments and MNEs, be of
relatively general interest, and be topical.

First, the development focus (while also taking into ac-
count other issues) is particularly important because ad-
vancing the development of developing countries is in some
parts of the world (containing most of humanity) one of the
single greatest challenges they face. It is UNCTAD’s mission
to assist developing countries in this endeavor by providing
concrete and actionable policy options. Thus, while there
may be many issues that are important, the choice of a WIR
theme needs to meet the litmus test of its development rel-
evance.

Second, this litmus test also includes the need for a clear
and important interrelationship between FDI and MNE ac-
tivities, on the one hand, and countries (so far primarily
host countries, but, in principle, also home countries—a
possible future WIR theme) and their policies, on the other
hand. While this, naturally, requires an understanding of
the operations of MNEs (and this is where the expertise of
AIB members is important), the WIR’s analytical focus is
not the MNE and its performance. Rather, the analysis has
to concentrate on the impact of MNEs on countries and ev-
idence-based policy options related to their impact.

Moreover, the theme chosen needs to be relatively broad,
as otherwise it would be of interest only to a very limited
number of policymakers in a limited number of countries —
if a publication with a narrow focus would come to the at-
tention of policymakers in the first place.

Finally, the theme needs to be current, in that it address-
es an important issue that governments are grappling with,
to attract the attention of policymakers (especially — but
not only — in developing countries) in a highly crowded me-
dia market. The WIR is helped in this by the fact that the
publication has become the single most important source
of FDI and related data;’ media typically cover the WIRS’
trends analyses and, in the process, draw attention to the
policy issues, the publication’s principal ambition. While

it is assumed that UN delegates will draw the attention of
the appropriate institutions in their national capitals to the
WIR, a successful effort has been made from the beginning
to reach out to media - especially newspapers but also tele-
vision, radio and social media: WIR 2018 was downloaded
300,000 times in 2018 alone (UNCTAD, 2019 iv), and WIR
2020 attracted over 900 media reports in at least 80 coun-
tries between June and July 2020 alone.* Coming to the at-
tention of policymakers is simply the precondition for hav-
ing impact, although, of course, this does not necessarily
guarantee that any policy recommendations are considered
and accepted.

POLICY IMPACT

In analyzing and seeking to understand issues and problems
and developing policy responses, the staff preparing the
WIR had - and has - three advantages. First, the WIR team
is interdisciplinary. This is important because its focus is on
the interaction between MNEs and countries and their gov-
ernments, and this interaction involves economic, develop-
mental, legal, and political-economy issues, to mention ba-
sic ones.

Second, the WIR team has the self-confidence to ask for
feedback from the best scholars in academia, especially AIB
members, development economists and international in-
vestment law experts, including in the context of expert
meetings. John Dunning, Sanjaya Lall, and Peter Muchlins-
ki, in particular, were very much involved in the discussions
of the WIRs. Later the publication benefited from the feed-
back of Richard Baldwin, Peter Buckley, Lorraine Eden, and
Gary Gereffi, as well as many others in academia. This peer
interaction helps to ensure that the WIRs are solid pieces of
work as far as analysis is concerned.

Third, the WIR is embedded in a broad spectrum of work
undertaken by UNCTAD. Its team includes not only re-
searchers, but also staff with practical experience in provid-
ing technical assistance to developing countries on invest-
ment matters, as well as staff involved in intergovernmental
deliberations on investment matters and with stakeholders
interested in investment matters, many of them brought to-
gether in the World Investment Forums. This ground-lev-
el and practical experience and interaction with the real,
everyday problems of developing countries (an advantage
that most scholars in academia do not have) informs the
WIR discussions and thereby supplements the analytical ca-
pabilities of the WIR staff; allows it to test the formulation
of policy recommendation against the reality in host coun-
tries; and, in turn, informs subsequent technical assistance
activities provided to host countries — which feeds back into
its research and policy-analysis work. These technical as-
sistance, intergovernmental and stakeholder links also al-
low the team to keep its finger on the pulse of the times, so
to speak, by knowing and understanding what governments
are concerned with.

Importantly, while this multi-disciplinary and multi-di-
mensional starting point comes already in play when each
WIR’s theme is determined and policy options are formulat-
ed, the link to technical assistance crucially allows the WIR
to influence policies, both at the national and internation-
al levels, thereby having evidence-based impact in the real

3 UNCTAD’s FDI statistics alone accounted for 20% of all of UNCTAD’s webtraffic (UNCTAD, 2019 v).
4 https://investmentpolicy.unctad.org/uploaded-files/document/WIR2020report-impact-factsheet.pdf.
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world.

Before illustrating this impact in more detail, a broader
observation is in order.

When the first WIR was prepared in 1991, the Wash-
ington Consensus reigned supreme. It called, among other
things, for the liberalization of inward FDI.

The WIR took a more nuanced approach. Above all, while
the WIR recognized that the tangible and intangible assets
associated with FDI are important for development and
hence outlined policies to attract these assets, it also noted:
“Developing host countries would be well advised to un-
dertake systematic assessments of the foreign direct invest-
ment they receive and where it can make a significant qual-
itative contribution and explore ways and means to en-
hance that contribution” (WIR 1991: 89). Moreover, and
from the beginning, the publication emphasized that FDI
and MNE activities involve more than capital flows: they al-
so involve closely interrelated flows of goods and services
(trade), technology and skills, i.e., a bundle of tangible and
intangible assets organized by MNEs under their common
governance (exercised through equity and non-equity
means of control). All this implies a considerably more
complex process of policymaking than merely attracting in-
vestment.

Accordingly, the credo that guided subsequent WIR poli-
cy recommendation became: How to maximize the positive
effects of FDI and minimize any negative effects? What do
we recommend that governments should do? In adopting
this approach, the WIR reset the conceptual paradigm with-
in which FDI policies are designed and implemented and
gave an overall direction to otherwise fluid policies — then
and now.

Discussing the WIR’s specific and exclusive policy impact
is more difficult. It is clearest when the WIR made an origi-
nal proposal that was eventually implemented. Other times,
various institutions, governments and others — more or less
simultaneously and independently of each other — advance
similar policy proposals. There can also be substantial time-
lags between when proposals are made and policymakers
take them up, and it cannot be determined whether, when
they do, it is because they were advanced in the WIR. Fi-
nally, even if policy proposals do not originate in WIRs,
but are adopted by it, they may gain traction. In any event,
the publication’s wide dissemination, combined with UNC-
TAD’s technical assistance and intergovernmental support
activities, means that many ideas are being brought to the
attention of policymakers, especially in developing coun-
tries, and potentially put into practice.

Let me illustrate that policy impact with examples for the
national and international policy levels.

POLICY IMPACT AT THE NATIONAL LEVEL

WIR 1991 recognized (p. 85) that “the individual country re-
mains the most important arena for policy-making.” This
continues to be the case.

More specifically, one way in which the WIR approaches
the question of increasing positive impacts of FDI and lim-
iting negative ones is to look at various dimensions of im-
pact. Separate WIRs examined therefore, for example, em-
ployment, trade, competition, non-equity forms, global val-

ue chains, and the digital economy - and, for each, devel-
oped concrete policy options and advice. Through its tech-
nical assistance, this advice has reached over 100 develop-
ing countries and, in many instances, is later reflected in
national policies.

A few examples illustrate the resulting impact:

+ The UNCTAD-pioneered Investment Policy Reviews,
an adaptation of the national FDI incentive reviews
proposed in WIR 1995 (pp. 301-302), have helped to
reshape the FDI policy frameworks of (by mid-2020)
48 requesting countries and one sub-region. Of 442
recommendations made in 15 IPRs undertaken in
Africa and Latin America, 340 were at least partially
implemented (UNCTAD, 2018: 9). According to a 2018
UNCTAD calculation, the 15 IPR countries for which
implementation reports were prepared saw, on aver-
age, a 206% increase in FDI flows in the five years
after an IPR was completed, compared to the same
period before the review (UNCTAD, 2018: 11). More
specifically, FDI flows to these countries rose by 29%
between 2016 and 2017, while they dropped globally
by 23%; and while FDI flows to Africa declined by 21%
overall during that period, in the 12 African countries
included in the study they rose, on average, by 21%
(UNCTAD, 2018: 11-12).

* WIR 1995 (pp. 84-95) highlighted Africa’s investment
potential, including by highlighting that rates of re-
turn to FDI in Africa are comparable to those in other
developing regions. There were attractive but un-
tapped opportunities. Subsequently, African coun-
tries were among the first to request investment poli-
Cy reviews.

» A specific area of benefitting from FDI that is of par-
ticular importance for many developing countries —
and especially the least developed among them - con-
cerns the negotiation of large-scale investment con-
tracts between international investors and national
governments. These contracts, especially in the nat-
ural resources sector, determine the distribution of
benefits between international investors and host
countries for decades to come. (This may well be a
good theme for a future WIR.) WIR 1999 (pp.
178-179) therefore suggested that a facility be es-
tablished to help developing countries negotiate fair
contracts, an idea that eventually led, in 2017, to the
establishment of the CONNEX Support Unit by Ger-
many, precisely with the mandate to provide mul-
tidisciplinary contract-negotiations assistance to de-
veloping countries. For example, the Support Unit
helped Liberia in 2029/2020, together with the Inter-
national Senior Lawyers Project, to renegotiate an ad-
vance pricing agreement for an iron-ore project. The
renegotiated agreement method for calculating royal-
ties is expected to increase Liberia’s revenues by be-
tween 14% and 24% over the period 2017 to 2026 -
not an insignificant improvement for this least-devel-
oped African country (Shay, Steel, Beran, & Abimbo-
la, 2020).°

»  WIR 2001, dealing with linkages between foreign af-
filiates and domestic firms, was followed up with a
large technical assistance project in Brazil, to help

5 For further information on the CONNEX support to Liberia, see https://www.connex-unit.org/en/liberia-connex-supports-government-

to-recoup-lost-state-revenue/.
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domestic firms become linkage-ready, by acquiring
the capacity to produce at levels of quality and costs
expected by foreign affiliates.

e The WIR has paid considerable attention to sustain-
able development since at least 2012. A number of
countries have implemented new investment policies
based on the “Investment Policy Framework for Sus-
tainable Development” in WIR 2012 and the action
plan for investing in the SDGs laid out in WIR 2014.
For instance, based on UNCTAD’s guidance, Costa Ri-
ca has explicitly integrated the SDGs into the invest-
ment-impact evaluation strategy of CINDE, its invest-
ment promotion agency. More broadly, the WIR
2014’s estimate that the implementation of the SDGs
faces a financing gap of some US$2.5 trillion has in-
formed the international discussion of this subject
since 2014.

« The approach of investment promotion agencies
(IPAs) and companies, too, is influenced by UNCTAD’s
work: based on the framework in WIR 2014’s “Invest-
ing in the SDGs”, the World Economic Forum is un-
dertaking a project in four developing countries to
identify sustainable FDI challenges and recommend
measures to facilitate investment that supports the
SDGs. And the World Association of Investment Pro-
motion Agencies (launched in 1995 by UNCTAD) is
applying the WIR 2020’s recommendations on how to
adapt IPA strategies to the COVID-19 impact to its ca-
pacity-building programs.®

POLICY IMPACT AT THE INTERNATIONAL LEVEL

WIR 1991 also recognized (p. 86) that “No single country
can effectively regulate the activities of transnational cor-
porations, and the boundaries between national and in-
ternational issues of governance are becoming increasingly
blurred.” This was true then, and, if anything, has become
more of a challenge today, as firms have further interna-
tionalized, while most developing countries have only very
limited capacity to regulate MNE activity. In fact, the emer-
gence of an integrated international production system —
the theme of WIR 1993 - raises numerous policy chal-
lenges, some of which were discussed in that and subse-
quent WIRs, including issues related to corporate nation-
ality, MNE group responsibility and international taxation.
Some of these challenges were later pursued as policy ini-
tiatives, under the heading of corporate social responsibil-
ity and, most recently, the OECD’s base-erosion-and-prof-
it-shifting project. The challenge of creating a multilateral
investment regime is a continuing one.

Not surprisingly, therefore, the quest for, and the nature
of, the international governance of MNEs has been a re-
curring theme of the WIR, resulting in substantial policy
recommendations. Currently, this global governance regime
consists of over 3,000 international investment agreements
(ITAs — a concept introduced by the WIR) containing binding
obligations to protect MNEs and their investments and fa-
cilitating their operations. The regime is enforced by an
effective investor-state dispute-settlement (ISDS) mecha-
nism that ensures that obligations are being met - reflected
in the over 1,000 ISDS cases brought so far. Moreover, this

regime increasingly sets the parameters for national FDI
policymaking.

Policy recommendations have concentrated on two as-
pects of the regime. The first is to balance the obligations
of states with obligations of MNEs, including by recognizing
the corporate social responsibilities (CSR) of international
investors. The rising recognition of this concept in IIAs
owes therefore a debt to the WIR.

The second aspect concerns the challenge to help gear
the international investment regime toward supporting the
Sustainable Development Goals (SDGs) (which also encom-
pass issues related to CSR and related matters). The WIR
2012’s “Investment Policy Framework for Sustainable De-
velopment” (which include UNCTAD’s “Core Principles for
Investment Policymaking”) and the WIR 2015’s “Reforming
the International Investment Regime: An Action Plan” as
well as further proposals contained in WIR 2017 and WIR
2018 provided the blueprint that has become a key reference
point for international investment policymaking.

As always, the WIRs’ global governance recommenda-
tions were widely disseminated, including through its tech-
nical assistance activities. Thus, UNCTAD organized work-
shops between 2012-2019 during which some 500 govern-
ment officials were trained in key IIA issues — a key mech-
anism to influence those who negotiate such agreements;
some 130 countries benefited from its Core Principles for
Investment Policymaking; 80 countries and regional orga-
nizations received comments from UNCTAD on, or inputs
into, the drafting of regional I1As; and 75 countries profited
from the review of their model bilateral investment treaties
(BITs) or other IT1As (WIR 2019: 102).

The policy impact has been considerable, as illustrated
by a few examples:

» Both negotiators of the pioneering 2016 Morocco-
Nigeria BIT met during an UNCTAD-organized IIA
training course. Following the WIRs’ blueprint, that
BIT contains not only a strong CSR article but also a
number of other innovative provisions aimed at bal-
ancing investors’ rights and obligations; it also in-
cludes an important refinement of the definition of
investment by requiring a contribution to sustainable
development.

+ The 2016 draft Pan African Investment Code benefit-
ed from UNCTAD comments based on WIR 2012 and
WIR 2015 recommendations, explicitly stating in its
preamble that the Code takes “into account ... the In-
vestment Policy Framework for Sustainable Develop-
ment of the United Nations Conference on Trade and
Development (UNCTAD)”.”

e The African, Caribbean and Pacific Group of States
(ACP) and UNCTAD jointly developed in 2017 the
Guiding Principles for Investment Policymaking for
ACP member states (78 countries), drawing on the
WIR 2012 proposals.

+ Not only developing countries but developed ones too
benefitted from the WIR 2012’s work: In 2016, the
European Parliament adopted a resolution that “26.
Urges the Commission to advance the UNCTAD com-
prehensive Investment Policy Framework for Sustain-
able Development” and “69. Calls on the EU and its
Member States to follow UNCTAD’s comprehensive

6 Communication by Bostjan Skalar, Executive Director-CEO, WAIPA, dated 16 September 2020, on file with the author.
7 https://au.int/en/documents/20161231/pan-african-investment-code-paic.
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Investment Policy Framework for Sustainable Devel-
opment recommendations with a view to stimulating
more responsible, transparent and accountable in-
vestments.”®

» And, globally, the 2016 G20 Guiding Principles for
Global Investment Policymaking’ drew on UNCTAD’s
Investment Policy Framework for Sustainable Devel-
opment (Zhan, 2016). The G20 Guiding Principles are
the first international consensus on investment mat-
ters reached among a group of developed, developing
and transition economies, accounting for over two-
thirds of global outward FDI.

» The WIRs’ recommendations are reflected in numer-
ous ITA reforms, undertaken by over 75 countries. In
2019 alone, 82% of the investment treaties concluded
that year contained at least nine reform features in
line with UNCTAD’s investment policy guidance (WIR
2020: 115).

Reforming the international investment regime is a diffi-
cult undertaking, given entrenched interests. The WIR has
a long and impact-full history of promoting the reform of
this regime, contributing its share to moving this process
forward. By helping to modernize the regime, the WIR has
made an important contribution to what many - including
in AIB - take for granted, namely that the current policy
regime allows firms to expand and operate internationally.
As we can see now, the regime cannot be taken for granted,
but it needs to be improved.

CONCLUSIONS

To conclude, the WIR has significantly helped to define the
mainstream of national and international policymaking to-
ward FDI and MNE activities. The implication for my col-
leagues in AIB (and others) is clear: if you want to have an
impact on policies governing FDI and MNE activities, you
should get involved with the WIR.
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