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NOTE

UNCTAD serves as the foca point within the United Nations
Secretariat for al 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). UNCTAD’s work is carried out through
intergovernmental deliberations, technical assistance activities, seminars 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 lega 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 areain 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 elementsin the row;

A dash (-) indicates that the item is equal to zero or itsvalue is negligible;

A blank in atable indicates that the item is not applicable, unless otherwise
indicated;

A dlash (/) between dates representing years, e.g., 1994/95, indicates a
financid year;

Use of a hyphen (-) between dates representing years, e.g., 1994-1995,
signifies the full period involved, 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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Preface

The continuous globalization of the world economy
poses new chalenges for the governance of economic
activities. This is particularly the case in the area of foreign
direct investment. Investment and trade liberalization have
provided greater freedom to transnationa corporations to
organize their production activities across borders in
accordance with their own corporate strategies and the
competitive advantages of host-countries. Countries today
view inward foreign direct investment as an important means
of integrating their economies with international markets and
expect it to contribute to their economic development.
Nonetheless, openness alone is not aways sufficient for the
expected benefits to materialize. In order to narrow the gap
between the objectives of host countries and transnationa
corporations, governments use a variety of policy measures.

Performance requirements can be an important policy
tool in this context, to enhance the benefits of, and address
concerns related to, inward FDI. Their role in policy-making is
till controversial, however. Many developing countries seek
to preserve their right to utilize them, arguing that they should
have the right to use tools that were available to developed
countries when they were industrializing their economies.
Developed countries, on the other hand, tend to associate
performance requirements with interventionist strategies of the
past and question their effectiveness.

In response to a request made by the Commission on
Investment, Technology and Related Financial Issues at its
sixth session, the present volume is meant to contribute to the
debate on performance requirements by bringing new
empirical evidence to bear on the subject. To this end, the
volume presents four developing country case studies and a
review of the experience of developed countries. The focus of




the analysis is on performance requirements that are not
prohibited by the WTO Agreement on Trade-Related
Investment Measures, but may be addressed in various
agreements at the bilateral or regional levels.
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Geneva Rubens Ricupero
October 2003 Secretary-General, UNCTAD
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