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NOTE

Under its overall mandate on trade and development, the United Nations Conference on Trade
and Development (UNCTAD) serves as the focal point within the United Nations Secretariat for all
matters related to foreign direct investment (FDI). Its work is carried out through intergovernmental
deliberations, research and analysis, technical assistance activities, seminars, workshops and
conferences.

Information about the products, frameworks, services and publications of the Division
on Investment and Enterprise (DIAE) can be found free of charge at UNCTAD’s website
(www.unctad.org/diae) or on the organization’s investment policy hub (www.investmentpolicyhub.
unctad.org).
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INTRODUCTION

The investment landscape has significantly changed over the past decades. The continuous
surge in foreign direct investment (FDI) that characterized the three decades preceding the
2008 financial and economic crisis came to a halt. This is due to the crisis itself and also to
evolving patterns of international production, stagnating growth in global value chains (GVCs)
and decreasing rates of return on investment. Added to the outbreak of the COVID-19 pandemic
and following a declining trend since 2016, estimates showed that FDI flows are expected to
decrease by close to 50 per cent in 2020, with a possible rebound in 2022 in the best case
scenario after an additional decrease in 2021 (UNCTAD, 2020)."

The competition for international investment will increase. The estimated investment gap
is sizable, computed at $2.5 trillion dollars annually (UNCTAD, 2014).2 As the main source of
external financing in developing countries, FDI will continue to play a key role in supporting
countries’ efforts to achieve the Sustainable Development Goals (SDGs) and in better integrating
in an evolving world. Given the significant decline in global FDI flows and the increasing needs of
countries to finance their sustainable development projects, the competition for attracting more
investment will further increase. For countries to successfully position themselves, including in
a changing trade and investment landscape, there will be a need to speed up reforms, adapt
policies and strategies, and adopt new ways of doing business that are more in adequation with
these financing needs.

Countries will need to boost their capacities to drive, monitor and evaluate investment
climate reforms. This is likely to be even more relevant for developing economies, where
sound and coherent investment policies will increasingly become essential to build investors’
confidence and maintain the economies’ attractiveness. In addition, relevant agencies will
need to adopt responsive investment promotion strategies. As the need and speed of reforms
increase, tracking progress will become essential to assess their impact, reevaluate and adjust
them where necessary, and ensure their effectiveness.
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