
United Nations Conference on TUnited Nations Conference on TUnited Nations Conference on TUnited Nations Conference on TUnited Nations Conference on Trade and Developmentrade and Developmentrade and Developmentrade and Developmentrade and Development

World Investment Report 2000
Cross-border Mergers and Acquisitions

and Development

United NationsUnited NationsUnited NationsUnited NationsUnited Nations
New YNew YNew YNew YNew York and Geneva, 2000ork and Geneva, 2000ork and Geneva, 2000ork and Geneva, 2000ork and Geneva, 2000



NoteNoteNoteNoteNote

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, 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, unless otherwise indicated.

A slash (/) between dates representing years, e.g., 1994/95, indicates a financial 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.

UNITED NATIONS PUBLICATION

Sales No.  E.00.II.D.20

ISBN 92-1-112490-5

Copyright © United Nations, 2000
All rights reserved

Manufactured in Switzerland

ii



PrefacePrefacePrefacePrefacePreface

The contribution of foreign direct investment to development is now widely recognized.
There is a perception, however, that this contribution may be affected by the way investment
enters a country.  It may come in the form of a new enterprise or the expansion of an existing
enterprise; it may also come through a merger or an acquisition.  Acquisitions, in particular,
arouse concerns, especially over employment, ownership and market structure. And the concerns
become urgent when the host economy is a developing one.

Given the recent explosion in cross-border mergers and acquisitions, UNCTAD’s 10th
World Investment Report is a highly timely and important document. This phenomenon calls for
just the sort of careful and dispassionate analysis that has become the hallmark of the WIRs.

Cross-border mergers and acquisitions are a part of economic life in a liberalizing and
globalizing world.  But accepting a more open market in the interests of growth and development
does not mean relaxing the requirements of public vigilance.  On the contrary, a freer market —
and particularly the emerging global market for enterprises — calls for greater vigilance as well
as stronger and better governance.  To this end, World Investment Report 2000 provides us with a
valuable resource.

   Kofi A. Annan
New York, July 2000       Secretary-General of the United Nations
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nternational production by
transnational corporations
(TNCs), now numbering some
63,000 parent firms with around
690,000 foreign affiliates and a
plethora of inter-firm arrange-
ments, spans virtually all

countries and economic activities, rendering
it a formidable force in today’s world economy.
The world’s top 100 (non-financial) TNCs (with
General Electric in first place), based almost
exclusively in developed countries, are the
principal drivers of international production.
The $2 trillion in assets of their foreign affiliates
accounted for about one-eighth of the total
assets of all foreign affiliates worldwide in 1998.
The foreign affiliates of the top 100 TNCs
employ over 6 million persons, and their
foreign sales are of the order of $2 trillion.  They
are concentrated mainly in electronics and
electrical equipment, automobiles, petroleum,
chemicals and pharmaceuticals.

Despite the prominence of the top 100,
the universe of TNCs is quite diverse, and
includes a growing number of small and
medium-sized enterprises, TNCs from
countries in Central and Eastern Europe that
have only recently begun to engage in
international production, and large TNCs based
in the developing world.  Although less
transnational overall than the world’s top 100

I
TNCs, some of the developing-country TNCs
are quite sizeable — witness, for example, the
size of the foreign assets ($8 billion) of Petroleos
de Venezuela, the largest TNC from the
developing world and the only developing-
country firm to appear in the top 100 list.

The expansion of international
production has been facilitated by virtually all
countries through changes in their regulatory
environments. Over the period 1991-1999, 94
per cent of the 1,035 changes worldwide in the
laws governing foreign direct investment (FDI)
created a more favourable framework for FDI.
Complementing the more welcoming national
FDI regimes, the number of bilateral investment
treaties — concluded increasingly also between
developing countries — has risen from 181 at
the end of 1980 to 1,856 at the end of 1999.
Double taxation treaties have also increased,
from 719 in 1980 to 1,982 at the end of 1999.
At the regional and interregional levels, an
increasing number of agreements (most
recently between the European Community
and Mexico) are helping to create an investment
environment more conducive to international
investment flows.

Evidence on the expansion of
international production over the past two
decades abounds.  Gross product associated
with international production and foreign
affiliate sales worldwide, two measures of
international production, increased faster than
global GDP and global exports, respectively.
Sales of foreign affiliates worldwide ($14 trillion
in 1999, $3 trillion in 1980) are now nearly twice
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as high as global exports, and the gross product
associated with international production is
about one-tenth of global GDP, compared with
one-twentieth in 1982. The ratio of world FDI
inflows, which stood at $865 billion in 1999,
to global gross domestic capital formation is
now 14 per cent, compared with 2 per cent
twenty years ago.  Similarly, the ratio of world
FDI stock to world GDP increased from 5 per
cent to 16 per cent during the same period.
And the number of transnational parent firms
in 15 developed home countries increased from
some 7,000 at the end of the 1960s to some
40,000 at the end of the 1990s.

The ascendance and deepening of
international production have given rise to new
policy challenges.  The distribution of
international production, and of the
corresponding benefits associated with it, is
one of the most important of these. While the
size of international production has risen
significantly over the past few decades, not all
countries have participated in it to the same
extent.  FDI, albeit an imperfect measure of
international production, is concentrated in a
handful of countries — ten countries received
74 per cent of global FDI flows in 1999.  Just
ten developing countries received 80 per cent
of total FDI flows to the developing world. The
trans-nationalization index, a more complex
measure of the extent of a country’s
involvement in international production, shows
a similar picture. More importantly, there are
no signs that the concentration of international
production across countries has been declining
over time. However, in many least developed
countries that have received only small
amounts of FDI, such investment is important
vis-à-vis the size of domestic investment. What
remains a challenge for these countries is the
ability to attract not only more, but also higher-
quality FDI — broadly defined as investment
with strong links to the domestic economy,
export orientation, advanced technology and
skill or spillover effects.

Another challenge is posed by issues
arising from the ability of TNCs to internalize
cross-border transactions and bypass national
controls and scrutiny.  For example, TNCs can
use transfer pricing on intra-firm trade to
minimize their tax exposure, depriving host
or home countries of tax revenues.
Furthermore, cross-holdings, share listings in
several stock exchanges, the location of
headquarters in countries other than the

country of origin, and sourcing of inputs from
facilities in multiple countries are all examples
of how the ownership and nationality of TNCs
have become less clear-cut.  Finally, given that
the micro-economic interests of TNCs and the
development objectives of host countries do
not necessarily coincide, governments need to
ensure that policies are in place to ensure that
they maximize the benefits gained from FDI.
This means creating dynamic locational
advantages so as to attract especially higher-
quality FDI.  It  also means creating an
integrated and coherent framework of policies
conducive to development, implementing it
properly and establishing a framework for
property rights and dispute settlement.
However, it requires effective bargaining
capabilities in host countries.

…invested r…invested r…invested r…invested r…invested record amounts abrecord amounts abrecord amounts abrecord amounts abrecord amounts abroadoadoadoadoad
in 1999, but mostly in the developedin 1999, but mostly in the developedin 1999, but mostly in the developedin 1999, but mostly in the developedin 1999, but mostly in the developed
world.world.world.world.world.

Driven by the recent wave of cross-
border mergers and acquisitions (M&As),
global FDI outflows reached $800 billion in
1999, an increase of 16 per cent over the
previous year. Indications are that FDI flows
in 2000 may well surpass the one-trillion-dollar
mark. (Beyond that year, predictions are
difficult to make.) After stagnating in 1998, FDI
flows to developing countries have resumed
their earlier growth trend.  In 1999, developing
countries received $208 billion in FDI, an
increase of 16 per cent over 1998 and an all-
time high. The share of developing countries
in global FDI inflows has, however, fallen,
going from 38 per cent in 1997 to 24 per cent
in 1999.

Developed countries attracted $636
billion in FDI flows in 1999, nearly three
quarters of the world’s total. The United States
and the United Kingdom were the leaders as
both investors and recipients. With $199 billion,
the United Kingdom became the largest
outward investor in 1999, forging ahead of the
United States.  Large M&As in the United
States, driven partly by the continuing strength
of its economy, rendered it the largest recipient
of FDI with $276 billion, nearly one-third of
the world total.

TNCs based in the European Union (EU)
invested $510 billion abroad in 1999, or nearly
two-thirds of global outflows.  Within the EU,
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the United Kingdom, France and Germany
were the largest outward investors, while the
United Kingdom and Sweden were the largest
recipients — in the case of the latter, owing to
one single large acquisition.  In the case of
outflows, extra-EU FDI has been more
important than intra-EU investment since 1997,
owing to a few large M&A deals, but intra-EU
FDI remained significant as TNCs were still
adjusting their investment plans to the various
EU directives deregulating and opening up new
industries.  The EU’s single currency, the euro,
has stabilized exchange rates, contributing in
this manner to a reduction of transaction costs
for investors in the region; but it has also
increased competition, which has exerted more
pressure on firms to restructure and consolidate
their operations.

FDI flows to Japan quadrupled, reaching
a record $13 billion in 1999, the largest annual
inflow to date. Dispelling the image of Japan
as a country where M&As are either unwelcome
or difficult to undertake, most of these inflows
arrived through cross-border M&A deals. As
for Japanese FDI outflows, they declined in 1999
by 6 per cent, to $23 billion, although Japanese
TNCs, among the most affected by the Asian
financial crisis, are beginning once again to
increase production in Asia.

FDI rFDI rFDI rFDI rFDI rebounded in East and South-ebounded in East and South-ebounded in East and South-ebounded in East and South-ebounded in East and South-
East Asia, and gained momentum inEast Asia, and gained momentum inEast Asia, and gained momentum inEast Asia, and gained momentum inEast Asia, and gained momentum in
Latin America and the Caribbean,…Latin America and the Caribbean,…Latin America and the Caribbean,…Latin America and the Caribbean,…Latin America and the Caribbean,…

Contrary to general expectations, FDI
flows to East and South-East Asia increased by
11 per cent, to reach $93 billion in 1999.  The
increase was mainly in newly industrializing
economies (Hong Kong, China; Republic of
Korea; Singapore; and Taiwan Province of
China), whose inflows increased by almost 70
per cent. In the Republic of Korea, FDI inflows
reached an unprecedented $10 billion. Inflows
to Singapore and Taiwan Province of China
experienced a significant recovery after a sharp
decline in 1998. FDI in Hong Kong (China),
now the second largest recipient in the region,
increased significantly — by more than 50 per
cent — to reach $23 billion in 1999. This increase
was largely due to the 1998 wave of “re-
domiciling” funds owned by Hong Kong
investors and foreign investors based in Hong
Kong (China) and also to a large amount of
reinvested earnings as a result of the distinct
turnaround in local economic activity in 1999.

Nevertheless, FDI flows declined in three of
the five countries most affected by the recent
financial crisis (Indonesia, Thailand and the
Philippines). Flows to China, which had been
well above $40 billion for four consecutive
years, dropped by nearly 8 per cent, to just
over $40 billion in 1999. South-East Asian low
income countries which are dependent on other
countries in the region for FDI continued to
be adversely affected by the negative impact
of the crisis on Asian outward investment.

Behind the recovery of FDI in the region
lies intensified efforts to attract FDI, including
greater liberalization at the sectoral level and
increased openness to cross-border M&As.
Cross-border M&As in the five countries
(Indonesia, Malaysia, the Philippines, Republic
of Korea and Thailand) most affected by the
recent crisis reached a record level of $15 billion
in 1999. Indeed, M&As have become an
important mode of entry for TNCs investing
in the region, averaging $20 billion during the
period 1997-1999, compared with an average
of $7 billion during the period 1994-1996.

FDI in South Asia declined in 1999 by
13 per cent, to $3.2 billion. Inflows to India,
the single largest recipient in the sub-region,
were $2.2 billion (a 17 per cent decrease). FDI
flows to Central Asia declined slightly in 1999
to $2.8 billion, losing the momentum exhibited
during the initial phases of liberalization and
regulatory reform. The Pacific Island economies
saw an improvement in their inflows in 1999,
which rose to $250 million. FDI flows to West
Asia increased to $6.7 billion, with Saudi Arabia
receiving most of the new investment.

Outward FDI from developing Asia
recovered from its recession during the financial
crisis (increasing by 64 per cent in 1999 to an
estimated $37 billion), still lower than the pre-
crisis level. Hong Kong (China) remained the
major outward investor, accounting for over
half of the total outflows from the region.
Divestment by Asian TNCs continued in 1999.
In some cases, Asian TNCs sold their existing
overseas businesses; in others, they were
themselves acquired by foreign TNCs. Many
Asian TNCs have been unable to take
advantage of the cheap assets available due
to the crisis; exceptions were those based in
Hong Kong (China), Singapore and Taiwan
Province of China, which managed to maintain
their financial strength to engage in M&As,
mostly in neighbouring countries.
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FDI flows to Latin America and the
Caribbean  continued to increase in 1999,
reaching a new record level of $90 billion, a
23 per cent increase over 1998. For the fourth
consecutive year, Brazil was the largest
recipient in the region, with $31 billion in
investment inflows, mostly in non-tradable
services and domestic-market-oriented
manufacturing. Argentina’s inflows more than
tripled, reaching $23 billion in 1999; it overtook
Mexico as the region’s second largest recipient.
Mexico received $11 billion in 1999, mainly in
export-oriented manufacturing.  A significant
part of FDI flows to Latin America has entered
through M&A deals, which reached a value
of $37 billion in 1999. Some $16 billion of it
involved the acquisition of local private
companies by foreign-based TNCs.
Privatization, however, remained important in
Argentina, Brazil and to a lesser extent Chile,
with a significant participation by TNCs based
in Europe.  For the Andean Community
countries, FDI through privatization remained
low.

…but flows to Central and Eastern…but flows to Central and Eastern…but flows to Central and Eastern…but flows to Central and Eastern…but flows to Central and Eastern
EurEurEurEurEurope rope rope rope rope rose only modestlyose only modestlyose only modestlyose only modestlyose only modestly, while, while, while, while, while
Africa continued to rAfrica continued to rAfrica continued to rAfrica continued to rAfrica continued to receive no moreceive no moreceive no moreceive no moreceive no moreeeee
than a marthan a marthan a marthan a marthan a marginal sharginal sharginal sharginal sharginal share of FDIe of FDIe of FDIe of FDIe of FDI
inflows.inflows.inflows.inflows.inflows.

In 1999, FDI flows into Central and
Eastern Europe  increased for the third
consecutive year, reaching $23 billion in 1999.
Still, the region accounted for less than 3 per
cent of global FDI flows. As in 1998, Poland,
the Czech Republic and the Russian Federation
continued to be the top recipients of FDI flows.
In the case of the last,  FDI flows have
rebounded, but they are still half the level of
their 1997 figure of $6 billion.  In relation to
the size of their economies, Estonia, Hungary
and the Czech Republic are the region’s leaders.
TNCs based in the European Union are the
principal investors in Central and Eastern
Europe, and services are gaining in importance
over manufacturing.  The size of the domestic
market in the case of large recipients, such as
Poland, or privatization programmes allowing
the participation of foreign investors, as in the
case of the Czech Republic, are the principal
determinants of FDI in the region.  Central and
Eastern European countries are not significant
outward investors, registering less than $3
billion of outflows in 1999.

Despite a modest rise in FDI flows to
Africa — from $8 billion in 1998 to $10 billion
in 1999 — the region’s performance remains
lackluster.  On a more positive note, though,
FDI flows to Africa have stabilized at much
higher levels than those registered in the early
1990s, in response to the sustained efforts of
many countries to create more business-
friendly environments.  Some countries, such
as Angola, Egypt, Morocco, Nigeria, South
Africa and Tunisia, have attracted sizeable
amounts of FDI in recent years. Angola and
Egypt, in particular, have been especially
successful, overtaking Nigeria to become the
largest FDI recipients in the region in 1999.
Although the absolute levels of FDI were small
for most countries, they were nevertheless often
significant in relation to the size of their
domestic economies, as measured by both GDP
and gross domestic capital formation.  Finally,
there is more diversification in terms of both
source countries — with the United States being
the most important one, followed by European
countries — and in terms of sectors — with
manufacturing and services gaining in
importance over natural resources.  On the
negative side, FDI in Africa continues to be
highly concentrated in five countries (whose
composition, however, has changed over the
years), with the bulk of African countries
receiving meager amounts and the continent’s
share of world FDI inflows languishing at 1.2
per cent.

The responses to a survey of 296 of the
world’s largest TNCs carried out jointly by
UNCTAD and the International Chamber of
Commerce at the beginning of 2000 indicate
that the modest increase in the level of FDI
flows into Africa observed in recent years may
well be sustained in the future. One-third of
the 65 respondents intend to increase
investment in Africa in the next three to five
years, and more than half expect their
investment to remain stable. More than 43 per
cent of the respondents expect that Africa’s
overall prospects for attracting FDI will
improve in the next three-to-five years, but
another 46 per cent expect no change. South
Africa and Egypt are viewed as the most
attractive African locations.  In general, the
more developed countries in the region ranked
higher than those at the bottom of the ladder,
but a few least developed countries, notably
Mozambique, Uganda, the United Republic of
Tanzania and Ethiopia, were also viewed as
attractive FDI destinations.  Tourism, natural
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resource industries, or industries for which the
domestic market is important —  such as
telecommunications — were viewed as the
most promising in their potential to attract FDI.
Textiles and clothing industries for which the
international market is important ranked low.
The survey findings also pointed out that the
negative image of Africa persists and acts as a
disincentive for foreign investors. But they also
underline the need to differentiate among the
countries of the continent.

The findings of the survey are broadly
in line with those of an earlier survey of African
investment promotion agencies conducted in
1999.  There are, however, some interesting
differences as regards the determinants of FDI
decisions.  TNCs ranked the size of domestic
markets high and access to international
markets low, while it was the belief of  African
investment promotion agencies that TNCs
placed more emphasis on access to global
markets, regulatory frameworks and
incentives.  Both TNCs and investment
promotion agencies, however, recognized that
corruption, the high costs of doing business,
the poor state of the physical infrastructure and
difficulties in accessing capital will be obstacles
to attracting FDI in the foreseeable future.

CrCrCrCrCross-border M&As, transacted inoss-border M&As, transacted inoss-border M&As, transacted inoss-border M&As, transacted inoss-border M&As, transacted in
an emeran emeran emeran emeran emerging global market for firms,ging global market for firms,ging global market for firms,ging global market for firms,ging global market for firms,
ararararare the main fore the main fore the main fore the main fore the main force behind the latestce behind the latestce behind the latestce behind the latestce behind the latest
rise of FDI,…rise of FDI,…rise of FDI,…rise of FDI,…rise of FDI,…

Over the past decade, most of the
growth in international production has been
via cross-border M&As (including the
acquisitions by foreign investors of privatized
state-owned enterprises) rather than greenfield
investment: the value of completed cross-
border M&As rose from less than $100 billion
in 1987 to $720 billion in 1999. It should be
cautioned, however, that data on the value of
cross-border M&As and FDI flows are not truly
comparable, for a variety of reasons that relate
to how M&As are financed and to the balance-
of-payments methodology used in calculating
FDI flows, which is not applicable to M&As.
Still, regardless of whether investments take
place through greenfield establishments or
M&As, they add to the size of international
production.

Less than 3 per cent of the total number
of cross-border M&As are officially classified

as mergers (although many of them are so only
in name) — the rest are acquisitions. Full
acquisitions account for two thirds of the total
number of cross-border acquisitions. Minority
acquisitions (10-49 per cent) account for about
one-third of cross-border acquisitions in
developing countries, compared with less than
one-fifth in developed countries.  Cross-border
M&As can be classified functionally as
horizontal (between firms in the same
industry), vertical (client-supplier or buyer-
seller M&As), or conglomerate (between
companies in unrelated industries). In terms
of value, about 70 per cent of cross-border
M&As are horizontal.  In terms of number, that
share is 50 per cent.  Vertical M&As have been
increasing in numbers in recent years. While
many of the cross-border M&As in the late
1980s were driven by the quest for short-term
financial gains, most M&As today appear to
have strategic and economic rather than
immediate     financial motives.  Also, most of the
recent cross-border M&As are not hostile:
hostile M&As accounted for less than 5 per cent
of the total value and less than 0.2 per cent of
the total number of M&As in 1999.

The total number of all  M&As
worldwide (cross-border and domestic) has
grown at 42 per cent annually between 1980
and 1999. The value of all M&As (cross-border
and domestic) as a share of world GDP has
risen from 0.3 per cent in 1980 to 8 per cent in
1999. Two big M&A waves can be distinguished
during this period: one in 1988-1990 and
another from 1995 onwards. The recent wave
has taken place alongside a boom in domestic
M&As.  Consequently, during the 1990s, the
share of cross-border M&As in all M&A deals
has not changed: it averaged about 25 per cent
in terms of both value and number of
completed transactions.  (In 1999, however, that
share in terms of value was nearly 31 per cent.)
Apart from traditional bank loans, the recent
M&A boom has been facilitated by the
increased use of such financing mechanisms
as the issuance of common stocks, the exchange
of stocks and corporate debt.  In addition to
the traditional bank loans, venture capital funds
have also been significant as a source of finance,
enabling many new firms or small and
medium-sized enterprises to engage in M&A
activity.

Following earlier trends, cross-border
M&As increased by 35 per cent in 1999,
reaching — according to UNCTAD estimates
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— $720 billion in over 6,000 deals. About one-
sixth of these M&A transactions (in terms of
number) involved foreign affiliates already
present in host countries. Cross-border M&As
are expected to increase further in 2000, with
several mega deals already announced or
completed (e.g. Vodafone AirTouch-
Mannesmann). The year 2000 may well see a
total value of cross-border M&As above $1
trillion.

The ratio of the value of cross-border
M&As to world FDI flows reached over 80 per
cent in 1999.  M&As are particularly significant
as a mode of entry for FDI in developed
countries.  In the developing world, greenfield
FDI is still dominant. FDI flows to developing
countries associated with M&As have been on
the rise, however, their value increased roughly
from one-tenth of the value of total FDI inflows
at the end of the 1980s to one-third at the end
of the 1990s.  In Central and Eastern Europe,
due to fluctuations in cross-border acquisitions
associated with privatizations, the share of
M&As in total FDI inflows has varied widely
from year to year.

Some interesting parallels can be drawn
between the current M&A boom and the one
that occurred in the United States at the turn
of the nineteenth century, reaching its climax
between 1898 and 1902. Both M&A waves have
been affected by major technological
developments, new means of financing M&As
and regulatory changes. But while the recent
wave is an international one, the older one was
confined to the United States. And just as the
earlier boom in the United States contributed
to the emergence of a national market for goods
and services and a national production system,
complemented by a national market for firms,
so is the current international boom reinforcing
the emergence of a global market for goods
and services and the emergence of an
international production system,
complemented by an increasingly global
market for firms.

…driven by strategic corporate…driven by strategic corporate…driven by strategic corporate…driven by strategic corporate…driven by strategic corporate
objectives …objectives …objectives …objectives …objectives …

The current spate of cross-border M&As
is occurring despite the fact that many M&As
have not delivered the anticipated positive
results to the acquiring firms in terms of both
share prices and “real” economic effects such

as profits and productivity. Although the
impact on the target firms often appears to be
more favourable, the growth of cross-border
M&As as a mode of expansion may still be
regarded as somewhat paradoxical. In order
to understand the phenomenon more fully, both
basic motivations for M&As and changes in
the economic environment — and their
interaction — need to be taken into account.

In general, from a foreign investor ’s
perspective, cross-border M&As offer two main
advantages compared with greenfield
investment as a mode of FDI entry: speed and
access to proprietary assets. The crucial role
of speed in today’s business life is illustrated
by such quotes from top executives as: “In the
new economy in which we live, a year has 50
days” or “Speed is our friend — time is our
enemy”. Cross-border M&As often represent
the fastest means of building up a strong
position in a new market, gaining market power
— and indeed market dominance — increasing
the size of the firm or spreading risks. At the
same time, financial opportunities may be
exploited and personal gains be reaped by top
management. Moreover, cross-border M&As
may allow firms to realize     synergies by pooling
the proprietary resources and capabilities of
the firms involved, with potential static and
dynamic efficiency gains. The relatively poor
financial performance record of M&As
suggests, however, that there may be other
reasons to consider.

They have to do with advances in
technology, liberalization and changes in capital
markets. The rapid pace of technical change
has intensified competitive pressures on the
world’s technological leaders, which are often
TNCs. By merging with other TNCs with
complementary capabilities, firms can share
the costs of innovation, access new
technological assets and enhance their
competitiveness. The spreading and deepening
of the international production system through
cross-border M&As has furthermore been
facilitated by the ongoing removal or relaxation
of restrictions on FDI (including restrictions
on cross-border M&As) in many countries.
Trade liberalization and regional integration
efforts have added an impetus to cross-border
M&As by setting the scene for more intense
competition and by prompting regional
corporate restructuring and consolidation.
Capital market liberalization, in turn, and the
proliferation of new methods of financing
M&As, have made cross-border M&As easier.
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Finally, the idea that there is an increasingly
global market for firms, in which firms are
bought and sold, has become more widely
accepted.

The current wave of unprecedented
global and regional restructuring through cross-
border M&As reflects a dynamic interaction
between the various basic factors motivating
firms to undertake M&As and changes in the
global economic environment, in the pursuit
of strategic corporate objectives. For many
firms, the quest to survive and prosper in the
emerging global market for firms becomes the
key strategic issue and, hence, drives the M&A
trend. In the market for firms, sanctions can
await those that fail to deliver growth and
profits. One such sanction is to be taken over.
All the basic motivations for firms to undertake
cross-border M&As then combine to become
key elements in the overarching strategic goal
to defend and develop competitive market
positions. Cross-border M&As are growing so
rapidly in importance precisely because they
provide firms with the fastest way of acquiring
tangible and intangible assets in different
countries, and because they allow firms to
restructure existing operations nationally or
globally to exploit synergies and obtain
strategic advantages. In brief, cross-border
M&As allow firms rapidly to acquire a portfolio
of locational assets which has become a key
source of competitive strength in a globalizing
economy. In oligopolistic industries,
furthermore, deals may be undertaken in
response to the moves or anticipated moves
of competitors. Even firms that would not want
to jump on the bandwagon may feel that they
have to, for fear of becoming targets themselves.

…and concentrated mainly in a…and concentrated mainly in a…and concentrated mainly in a…and concentrated mainly in a…and concentrated mainly in a
handful of developed countries andhandful of developed countries andhandful of developed countries andhandful of developed countries andhandful of developed countries and
industries.industries.industries.industries.industries.

Some 90 per cent of all cross-border
M&As (by value in 1999), including most of
the 109 mega deals with transaction values of
more than $1 billion, were carried out in
developed countries. These countries have had
the highest share of M&As in their GDPs and
have witnessed a parallel increase in FDI flows.

Western European firms engaged
actively in cross-border M&As in 1999, with a
total of $354 billion in sales and $519 billion
in purchases. Intra-European-Union M&A

activity accounts for a significant share of these
transactions, driven by the introduction of the
single currency and measures promoting
greater regional integration. Most of the
purchases outside the region involve United
Kingdom firms acquiring United States firms.
The United Kingdom, Sweden, Germany and
the Netherlands were the largest target
countries, while Germany and France were the
largest acquirers after the United Kingdom.

The United States continued to be the
single largest target country with M&A sales
of $233 billion to foreign investors in 1999.
More than a quarter of all M&A deals in the
United States in 1999 were concluded by foreign
acquirers in 1999, compared with 7 per cent
in 1997.  Cross-border M&As are today the
dominant mode by which FDI enters the United
States market. M&A-associated investment in
foreign affiliates in the United States accounted
for 90 per cent in terms of value and 62 per
cent in terms of the number of projects of all
FDI in 1998. On the outward side, United States
firms acquired foreign firms valued at $112
billion in 1999, $25 billion less than in 1998.
The decline reflects a lower number of mega
deals.

The value of Japanese M&A purchases
overseas increased significantly in 1999,
primarily due to a single transaction. In general,
Japanese TNCs still  prefer greenfield
investments to M&As, especially when
investing in developing countries. Cross-border
M&A sales in Japan have risen rapidly in recent
years, and were larger than purchases during
the period 1997-1999.  This is due to changes
in the regulatory framework for M&As,
corporate strategies favouring M&As pursued
by foreign-based TNCs, and the changing
attitudes of Japanese firms towards M&As.

Automobiles, pharmaceuticals and
chemicals, and food, beverages and tobacco
were the leading industries in the
manufacturing sector in terms of worldwide
cross-border M&A activity in 1999.  Most M&As
in those industries were horizontal, aiming at
economies of scale, technological synergies,
increasing market power, eliminating excess
capacity, or consolidating and streamlining
innovation strategies and R&D budgets. In most
of the industries in which horizontal M&A
activity is strong, concentration ratios have
intensified. In automobiles, M&A activity
between car makers and suppliers has also led
to greater vertical consolidation.
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Telecommunications, energy and financial
services were the leading industries in M&A
activity in the services sector, largely as a result
of recent deregulation and liberalization in
these industries. In financial services,
competitive pressures and mounting
information technology costs have given an
added impetus to M&As.

It was not until the late 1990s that
developing countries emerged as important
locations for incoming cross-border M&As in
terms of value.  While their share in world cross-
border M&As remained constant at less than
10 per cent in terms of value almost every year
until the mid-1990s, in terms of the number of
deals, it increased from 5 per cent in 1987 to
19 per cent in the late 1990s. The value of cross-
border M&As undertaken by firms from
developing countries rose from $3 billion in
1987 to $41 billion in 1999.

Among the developing regions, Latin
America and the Caribbean dominate cross-
border M&A sales, with Brazil and Argentina
as the main sellers. Privatization has been the
main vehicle for M&As in both countries.  In
Asia, cross-border M&A sales gathered pace
in 1999. In the Republic of Korea, acquisitions
by foreign firms exceeded $9 billion in 1999,
making it the largest recipient of M&A-
associated FDI in developing Asia. In Africa,
Egypt, Morocco and South Africa have been
the targets of most foreign acquisitions. In the
other African countries, M&A activity has been
slow, due partly to the slow pace of
privatization and partly for broader reasons
related to the investment climate and limited
availability of attractive firms for purchase in
the private sector.

The principal acquirers of firms based
in developing countries have traditionally been
TNCs based in developed countries. European
Union firms became the largest acquirers
during 1998-1999, replacing United States firms
and accounting for more than two-fifths of all
cross-border M&As in developing countries.
Cross-border M&A purchases by firms based
in developing countries nearly doubled in 1999
after dipping in 1998 in response to the Asian
financial crisis. Asian firms in fact became the
principal targets of these purchases in 1999,
with Singapore the leading buyer. Cross-border
M&A purchases by firms from the five Asian
countries most affected by the financial crisis
also increased, reflecting improvements in their
liquidity position. The same trend can be

observed in Latin America and the Caribbean,
with significant increases in purchases by firms
from this region in recent years.

In Central and Eastern Europe, M&A
activity has fluctuated widely, doubling in 1999
to $10 billion. Poland, the Czech Republic and
Hungary have been the major target countries
owing to their large privatization programmes.
European Union firms are the principal
acquirers in this region.

Among developed countries, the
sectoral patterns of cross-border M&A activity
differ significantly between the European
Union and the United States.  In the former,
chemicals, food, beverages and tobacco are the
most targeted industries for M&As by foreign
firms. In the latter, electrical and electronic
equipment and chemicals are the preferred
target industries.  In the European Union and
the United States, financial firms are the most
aggressive acquirers. In Latin America and the
Caribbean, M&A activity is concentrated in
public utilities, finance, petroleum products,
transport, storage and communications. In the
five countries most affected by the Asian
financial crisis, finance is the dominant industry
in foreign acquisitions. Finance, but also food,
beverages and tobacco, are the principal target
industries in Central and Eastern Europe.

The special featurThe special featurThe special featurThe special featurThe special features of ces of ces of ces of ces of crrrrross-bordeross-bordeross-bordeross-bordeross-border
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Cross-border M&As, particularly those
involving large firms, vast sums of money and
major restructurings of the activities of firms,
are among the most visible faces of
globalization. And, as with globalization
generally, the impact of M&As on development
can be double-edged and uneven.  Indeed,
perhaps to a greater extent than many other
aspects of globalization, cross-border M&As
— and the expanding global market for firm
ownership and control in which these
transactions take place — raise questions about
the balance of their benefits and costs for host
countries (box). These concerns are further
accentuated in the prevailing context of
globalization and the rapid changes associated
with it .  TNCs are seen to benefit
disproportionately from globalization, while
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local SMEs in host developing countries are
affected adversely. M&As, and in particular
their cross-border variety, appear to be little
more than a vehicle for the expansion of big
business.

Concerns related to cross-border M&As
are not confined to developing countries. They
are also expressed in many developed
countries, often more vehemently.  When
Japanese investors acquired the Rockefeller
Center in New York and film studios in
Hollywood, the press reacted with indignation.
When Vodafone AirTouch (United Kingdom)
recently sought to acquire Mannesmann
(Germany), the reaction was similar in some
quarters. While nationalistic reactions to foreign
takeovers are diminishing in force, they can
be strong enough to lead host governments to
intervene, particularly if takeovers are hostile.

All these concerns need to be
considered carefully. They are examined in
WIR2000 by focussing on the impact of cross-

border M&As in key areas of economic
development, and whether it differs from that
of greenfield FDI. A good part of the discussion
in this volume is conceptual, and more
empirical work is needed to understand the
matter fully.

The starting point of the examination
is the impacts of FDI in general on different
key areas of development, as identified in
UNCTAD’s WIR99. The Report then compares
the impact of FDI through M&As with that of
FDI through greenfield ventures. Comparing
cross-border M&As with greenfield FDI often
means considering counterfactuals — what
might have happened if cross-border M&As
had not taken place.  Such counterfactuals need
to take account of not just the industry and
host-country context, but also of the broader
setting of trade, technology and competition.

Not all cross-border M&As are FDI.
Some are portfolio investments (acquisitions
of less than 10 per cent equity, for measurement

In a number of host countries, concern is
expressed in political discussions and the
media that FDI entry through the takeover of
domestic firms is less beneficial,  if  not
positively harmful, for economic development
than entry by setting up new facilities.  At the
heart of these concerns is that foreign
acquisitions do not add to productive capacity
but simply transfer ownership and control from
domestic to foreign hands. This transfer is often
accompanied by layoffs of employees or the
closing of some production or functional
activities (e.g. R&D capacities). It also entails
servicing the new owner in foreign exchange.

If the acquirers are global oligopolists,
they may well come to dominate the local
market.  Cross-border M&As can, moreover, be
used deliberately to reduce competition in
domestic markets. They can lead to strategic
firms or even entire industries (including key
ones like banking) falling under foreign control,
threatening local entrepreneurial and
technological capacity-building.

Concerns over the impact of cross-border
M&As on host-country development arise even
when M&As go well from a corporate

What concerns do cross-border M&As raise for host countries?What concerns do cross-border M&As raise for host countries?What concerns do cross-border M&As raise for host countries?What concerns do cross-border M&As raise for host countries?What concerns do cross-border M&As raise for host countries?

viewpoint. But there can also be additional
concerns related to the possibility that M&As
may not, in fact, go well.  Half of all M&As do
not live up to the performance expectations of
parent firms, typically when measured in terms
of shareholder value. Moreover, even in M&As
that do go well, efficient implementation from
an investor ’s point of view does not necessarily
mean a favourable impact on host-country
development. This applies to FDI through
M&As as well as to greenfield FDI. The main
reason is that the commercial objectives of
TNCs and the development objectives of host
economies do not necessarily coincide.

The areas of concern transcend the
economic and reach into the social, political and
cultural realms. In industries like media and
entertainment, for example, M&As may seem
to threaten national culture or identity.  More
broadly, the transfer of ownership of important
enterprises from domestic to foreign hands
may be seen as eroding national sovereignty
and amounting to recolonization.  When the
acquisitions involve “fire sales” — sales of
companies in distress, often at low prices
considered abnormally low — such concerns
are intensified.

Source:   UNCTAD.
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purposes).  Yet others are akin to portfolio
investments, being solely or primarily
motivated by financial considerations,
regardless of the equity share involved.
Portfolio or near-portfolio M&As are not
considered here, since the focus is on M&As
as a mode of FDI entry, not on cross-border
M&As per se.  In any event, the share of portfolio
or near-portfolio M&As in the total value of
cross-border M&As is small.

For some direct investors there is a
genuine choice between entering a host country
through greenfield FDI and entering it through
M&As. However, the two modes of entry are
not always realistic alternatives for either TNCs
or host countries, as for example when a
telecommunication network is privatized or
a large ailing firm needs to be rescued and no
domestic buyers can be found. Hence WIR2000
also considers situations in which cross-border
M&As are the only realistic way for a country
to deal with a given situation, focusing on how
M&As affect the performance of the acquired
enterprise and the host economy.

…especially at the time of entry and…especially at the time of entry and…especially at the time of entry and…especially at the time of entry and…especially at the time of entry and
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The essential difference between cross-
border M&As and greenfield FDI is that the
former involve, by definition, a change of assets
from domestic to foreign hands and, at least
initially, do not add to the productive capacity
of host countries. The discussion in WIR2000
suggests that, especially at the time of entry and
in the short term, M&As (as compared to
greenfield investment) may involve, in some
respects, smaller benefits or larger negative
impacts from the perspective of host-country
development. To summarize:

• Although FDI through both M&As and
greenfield investment brings foreign
financial resources to a host country, the
financial resources provided through
M&As do not always go into additions to
the capital stock for production, while in
the case of greenfield FDI they do. Hence
a given amount of FDI through M&As may
correspond to a smaller productive
investment than the same amount of
greenfield FDI, or to none at all. However,
when the only realistic alternative for a
local firm is closure, cross-border merger
or acquisition can serve as “life preserver”.

• FDI through M&As is less likely to transfer
new or better technologies or skills than
greenfield FDI, at least at the time of entry.
Moreover, it may lead directly to the
downgrading or closure of local
production or functional activities (e.g.
R&D), or to their relocation in line with
the acquirer ’s corporate strategy.
Greenfield FDI does not directly reduce     the
technological assets and capabilities in a
host economy.

• FDI through M&As does not generate
employment when it enters a country, for
the obvious reason that no new production
capacity is created in a merger or an
acquisition. Furthermore, it may lead to
lay-offs,  although it can conserve
employment if the acquired firm would
have otherwise gone bankrupt. Greenfield
FDI necessarily creates new employment
at entry.

• FDI through M&As can increase
concentration in host countries and lead
to anti-competitive results; in fact, M&As
can be used deliberately to reduce or
eliminate competition. It can, however,
prevent concentration from increasing
when takeovers help preserve local firms
that might otherwise have gone under.
Greenfield FDI, by definition, may
increase the number of firms in existence
and cannot directly increase market
concentration upon entry.
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Most of the shortcomings of FDI
through M&As in comparison with greenfield
FDI relate to effects at entry or soon after entry.
Over the longer term, when direct as well as
indirect effects are taken into account, many
differences between the impacts of the two
modes diminish or disappear. To summarize:

• Cross-border M&As are often followed by
sequential investments by the foreign
acquirers — sometimes large, especially in
special circumstances such as
privatizations. Thus, over the longer term,
FDI through M&As can lead to enhanced
investment in production just as greenfield
FDI does.  The two modes are also likely
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to have similar effects regarding the
crowding in and crowding out of domestic
enterprises.

• Cross-border M&As can be followed by
transfers of new or better technology
(including organizational and managerial
practices), especially when acquired firms
are restructured to increase the efficiency
of their operations. To the extent that TNCs
invest in building local skills and
technological capabilities, they do so
regardless of how those affiliates were
established.

• Cross-border M&As can generate
employment over time, if sequential
investments take place and if the linkages
of acquired firms are retained or
strengthened. Thus, in the longer run,
differences between the two modes as
regards employment generation tend to
diminish and depend more on the
motivation for entry than on the mode of
entry. If employment reductions occur due
to restructuring for greater efficiency, the
consequences may be less disruptive than
when greenfield FDI eliminates
uncompetitive firms.

• The effects on market structure, whether
negative or positive, can persist after entry.
The capacity to engage in anticompetitive
practices is greater with M&As that
increase concentration, especially when
they occur in weakly regulated
oligopolistic industries.

In sum, host-country impacts of FDI are difficult
to distinguish by mode of entry once the initial
period has passed — with the possible
exception on market structure and competition.

In addition to the principal effects on
the important individual aspects of economic
development summarized above, the overall
impact of cross-border M&As as against
greenfield investment also needs to be
considered, taking into account the specific
economic context and the development
priorities of individual host countries.
Particularly important here is the impact on
economic restructuring. The restructuring of
industries and activities is necessary for growth
and development, especially under conditions
of rapid technological change and increasing
global competition. It can also be important

under exceptional circumstances, such as
financial crises or transitions to market-based
economic     systems. Cross-border M&As may
have a role to play here since they provide a
package of assets that can be used for various
types of restructuring and, furthermore, have
the attributes of speed and the immediate
involvement of local (acquired) firms; they can
thus usefully supplement domestic resources
and efforts. Greenfield investment, of course,
can also help economic restructuring; but it has
no role to play in conserving domestic
enterprises and may, indeed, hasten the demise
of weaker domestic firms if and when it out-
competes them.

…although concerns r…although concerns r…although concerns r…although concerns r…although concerns regardingegardingegardingegardingegarding
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Finally, there are the broader
apprehensions regarding a weakening of the
national enterprise sector and a loss of control
over the direction of national economic
development and the pursuit of national social,
cultural and political goals. These issues acquire
urgency when cross-border M&As result in
industries thought to be strategic coming under
the control of foreign TNCs. They may acquire
a yet further edge in developing countries since
these countries are predominantly host rather
than home countries for FDI in general and
cross-border M&As in particular.

The basic question here is what role
foreign firms should play in an economy,
regardless of whether they enter through
greenfield investment or cross-border M&As.
It has to do with the extent of foreign ownership
that a country can accept comfortably, and the
economic, social,  cultural and political
consequences of such ownership. Many
governments, local enterprises and civil-society
groups feel that certain activities (e.g. the
media) should be exclusively or primarily in
local hands.

There are no a priori solutions to these
concerns. Each country needs to make its own
judgement in the light of its conditions and
needs and in the framework of its broader
development objectives. It also needs to be
aware of — and to assess — the trade-offs
involved, whether related to efficiency, output
growth, the distribution of income, access to
markets or various non-economic objectives.
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And it needs to note as well that some of these
concerns are raised by all FDI, although the
specific nature of M&As may exacerbate them.
Trade-offs between economic objectives and
broader, non-economic ones, in particular,
require value judgements that only countries
alone can make.

The cirThe cirThe cirThe cirThe circumstances of host countriescumstances of host countriescumstances of host countriescumstances of host countriescumstances of host countries
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Apart from consideration related to the
time at entry versus the longer run,
circumstances in which host countries find
themselves deserve underlining when it comes
to the assessment of the costs and benefits of
cross-border M&As:

• Under normal circumstances (i.e. in the
absence of crises or systemic changes), and
especially when cross-border M&As and
greenfield investments are real
alternatives, greenfield FDI is more useful
to developing countries than cross-border
M&As. Other things (motivations,
capabilities) being equal, greenfield
investment not only brings a package of
resources and assets but simultaneously
creates additional productive capacity and
employment; cross-border M&As may
bring the same package but do not create
immediate additional capacity.
Furthermore, certain types of cross-border
M&As involve a number of risks at the
time of entry, from reduced employment
through asset stripping to the slower
upgrading of domestic technological
capacity.  And when M&As involve
competing firms, there are, of course, the
possible negative impacts on market
concentration and competition, which can
persist beyond the entry phase.

• Under exceptional circumstances, cross-
border M&As can play a useful role, a role
that greenfield FDI may not be able to play,
at least within the desired time-frame.
Particularly relevant here is a situation of
crisis in which firms in a country
experience several severe difficulties or
face the risk of bankruptcy and no
alternative to FDI (including public
funding) to M&As by foreign investors is
available to help them.  Large capital-
intensive privatizations (or a large number

of privatizations within the framework of
a comprehensive privatization programme)
may also fall in this category, because
domestic firms may not be able to raise the
required funds (including in international
financial markets) or have other assets (such
as modern managerial practices or
technology) that are needed to make the
privatized firms competitive. The need for
rapid restructuring under conditions of
intense competitive pressures or
overcapacity in global markets may also
make host countries find the option of FDI
through cross-border acquisitions of some
of their firms useful. The advantage of
M&As in such conditions is that they
restructure existing capacities. In some of
these circumstances, host countries have
thus found it useful to relax cross-border
M&A restrictions, extend incentives
previously reserved for greenfield
investment to FDI through M&As, and
even make active efforts to attract suitable
cross-border M&A partners.

Although there are countries in which
exceptional circumstances may be overriding
for some time (for example, for economies in
transition implementing massive privatization
programmes or countries experiencing financial
crises), most countries face a mixture of normal
and exceptional circumstances. Thus, even
countries in sound economic condition might
have a number of enterprises (or even entire
industries) that are uncompetitive and require
restructuring. And, of course, competitive
enterprises can also be targets of cross-border
M&As. The factors that influence the impact
of cross-border M&As on development —
regardless of circumstances — were
summarized in June 2000 in the “Outcome”
of an intergovernmental Expert Meeting on
Mergers and Acquisitions as follows
(UNCTAD, 2000e, para. 7):

“The economic policy framework and
the country’s level of development are key.
Other factors affecting the impact are: whether
a short or long-term perspective is taken to
evaluate effects; the normal or exceptional
circumstances (such as privatization
programmes or financial crises) in which
cross-border M&As take place; motivation of
the investor (e.g. market seeking vs. efficiency
seeking); the situation of the acquired
enterprise; and the availability of alternatives
as regards modes of entry of investment.”
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Many of these factors — and the specific
consequences of cross-border M&As — can be
influenced by policy measures.  This underlines
the central message of the World Investment
Report 1999,  which dealt with FDI and
development generally, namely that policy
matters. Policy matters especially when it
comes to the risks and negative effects
associated with cross-border M&As. This is not
to minimize the importance of various
alternatives to cross-border M&As. For
example, while cross-border M&As are an
alternative to greenfield FDI, the viability of
other options such as strategic alliances or
public intervention must also be considered
carefully.  There may even be a role for
international assistance, especially for firms in
distress because of developments over which
they have no influence.

Policy also matters (as in the case of
domestic M&As) in that sectoral policies need
to address a number of potential negative
effects, e.g. as regards employment and
resource utilization. In addition, FDI policies
in general can be used to maximize the benefits
and minimize the costs of cross-border M&As,
through sectoral reservations, ownership
regulations, size criteria, screening and
incentives. Specific cross-border M&A policies
can also be used for some of the same purposes,
e.g. the screening of cross-border M&As to
ensure that they meet certain criteria.

The most important policy instrument,
however, is competition policy. The principal
reason is that M&As can pose threats to
competition, both at the time of entry and
subsequently. The search for increased market
shares and indeed market domination is one
of the characteristics of business behaviour. In
the new knowledge-based economy, the search
for market power — or even monopoly — is
accentuated by the nature of the costs of
knowledge-based production.  As was recently
observed: “the constant pursuit of that
monopoly power becomes the central driving
thrust of the new economy” (Summers, 2000,
p. 2). Indeed, the threat of monopoly, or tight
oligopoly, is potentially the single most

important negative effect of cross-border M&As
and therefore poses the single most important
policy challenge. The challenge, more precisely,
is to ensure that policies are in place to deal
with those M&As that raise competitive
concerns, and that they are implemented
effectively.

Indeed, as FDI restrictions are
liberalized worldwide, it becomes all the more
important that regulatory barriers to FDI are
not replaced by anticompetitive practices of
firms. This means that, as observed in WIR97,
“the reduction of barriers to FDI and the
establishment of positive standards of
treatment for TNCs need to go hand in hand
with the adoption of measures aimed at
ensuring the proper functioning of markets,
including, in particular, measures to control
anticompetitive practices by firms” (UNCTAD,
1997a, p. XXXI). This puts the spotlight squarely
on coordinated competition policy as a means
to assess and address the impact of cross-border
M&As on host-country economies, although
policies aimed at maintaining a well-defined
contestability of markets also have a role to
play. It also suggests that the culture of FDI
liberalization that has become pervasive,
combined with the growing importance of
cross-border M&As as a mode of entry, has to
be complemented by an equally pervasive
culture recognizing the need to prevent
anticompetitive practices of firms. In the context
of cross-border M&As, this requires the
adoption of competition laws and their effective
implementation, paying full attention not only
to domestic, but also to cross-border M&As,
both at the entry stage and subsequently. M&A
reviews are indeed the principal interface
between FDI and competition policy. Thus,
there is a direct, necessary and enlarging
relationship between liberalization of FDI entry
through M&As on the one hand and the
importance of competition policy on the other.

Increasingly, however, competition
policy can no longer be pursued effectively
through national action alone. The very nature
of cross-border M&As — indeed the emergence
of a global market for firms — puts the
phenomenon into the international sphere. This
means that competition authorities need to
have in place, and to strengthen, cooperation
mechanisms among themselves at the bilateral,
regional and multilateral levels, in order to
respond effectively to M&As and anti-
competitive practices of firms that affect their
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countries. International action is particularly
important when dealing with cross-border
M&As with global dimensions, especially for
smaller countries that lack the resources to
mount and enforce such policies on their own.

A postcriptA postcriptA postcriptA postcriptA postcript

WIR2000 draws an intriguing parallel
between the emergence of a national market
and production system in the United States
during the last decade of the nineteenth century,
in the wake of a massive domestic M&A wave,
and the emergence at the present time of a global
market for firms, as a complement of the
evolving global market for products and
services and the development of an
international production system. The United
States wave, and the quest for increased market
power that was part and parcel of it, caused
the courts of that country to interpret the
Sherman Antitrust Act to cover M&As and,
eventually, Congress to adopt the Clayton Act,
which prohibited M&As likely to lessen
competition, and the Federal Trade
Commission Act, which created the Federal

Trade Commission to police violations of the
Act. This marked the beginning of M&A control
in the United States and of a process which
has, over the nearly 100 years since then, led
to a further strengthening of that country’s
competition control system. The Sherman Act
also was the antecedent of similar legislation
in other countries. Today, some 90 countries
have adopted antitrust laws, most of which
were introduced in the 1990s.

The world economy today may well be
seeing the beginning of a similar challenge in
terms of global market structure and
competition. If the parallel with the United
States experience is indicative, this could mean
that what is already happening may be only
the beginning of a massive consolidation
process at the regional and global levels. If so,
it is all the more important to put in place the
necessary policy instruments to deal with this
process. Among these policy instruments,
competition policy has pride of place. In the
end, a global market for firms may need a global
approach to competition policy, an approach
that takes the interests and conditions of
developing countries fully into account.

         Rubens Ricupero
Geneva, July 2000           Secretary-General of UNCTAD
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oreign direct investment (FDI)
flows continue to set new records.
In 1999, global inflows reached
$865 billion, an increase of 27 per
cent over the previous year.  FDI
flows to developing countries,

after stagnating in 1998, seemed set to resume
their earlier growth trend.  Their value reached
$208 billion, an increase of 16 per cent over
1998.  The driving force behind the 1999
increase in FDI continued to be cross-border
mergers and  acquisitions  (M&As), accounting
for a substantial share of total flows — a higher
share in developed and a lower share in
developing countries.

This is the short-term picture.  The long-
term picture is that FDI is playing a larger and
more important role in the world economy.
International production — production under
the common governance of transnational
corporations (TNCs) — is growing faster than
other economic aggregates.  The nature of
international production is changing,
responding to rapid technological change,
intensified competition and economic
liberalization.  Falling transportation and
communications costs are allowing TNCs to
integrate production and other corporate
functions across countries in historically
unprecedented ways.  Previous World
Investment Reports (WIRs)  have termed this
process “deep integration”, which is giving rise
to a cohesive global production system, with
specialized activities located by TNCs in
different countries linked by tight, long-lasting
bonds.  The system is unevenly spread across

industries, countries and TNCs, but it is
growing rapidly to span many of the most
dynamic activities in the world.  If it represents
“best practice” in international economic
activity — and this may be so, given the strong
economic rationale behind its growth — then
all countries have to come to grips with its
dimensions and implications.

A.   The growth of internationalA.   The growth of internationalA.   The growth of internationalA.   The growth of internationalA.   The growth of international
production remains unabatedproduction remains unabatedproduction remains unabatedproduction remains unabatedproduction remains unabated

International production now spans —
in different degrees — virtually all countries,
sectors, industries and economic activities.
While it is difficult to quantify its magnitude
because of its many facets, broad indicators
show its spread.   At the end of 1999, the stock
of FDI, a broad measure of the capital
component of international production, stood
at $5 trillion (table I.1).   Sales by foreign
affiliates, a broad measure of the revenues
generated by international production, reached
an estimated $14 trillion in 1999, while their
gross product (value added) stood at an
estimated $3  trillion.  The gross product of all
TNC systems together — that is, including
parent firms — was an estimated  $8 trillion
in  1997, comprising roughly a quarter of the
world’s gross domestic product (GDP).1

International production is thus of
considerable importance to the world economy.
Global sales of foreign affiliates alone were
about twice as high as global exports in 1999,

F
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compared to almost parity about two decades
ago.   Global  gross  product  attributed  to
foreign affiliates is about one tenth of global
GDP,  compared to 5 per cent in  1982.  The
ratio of the stock of  FDI to global GDP has
risen from 6 per cent to 16 per cent over this
period. The ratio of FDI flows to world gross
domestic capital formation was 14 per cent in
1999; this ratio is significantly higher for
manufacturing  (22 per cent  in 1998)  (table

I.2). 2   In relation to private capital formation,
the share varies (for the countries for which
data are available) from 0.4 per cent in Japan
to 98 per cent in Djibouti.3  This share is
typically higher in developing countries.4
Global sales and gross product associated with
international production have increased faster
than global exports and GDP — by 3.2 percentage
points and 4.1 percentage points, respectively,
during the period 1982-1999 (figure I.1).

TTTTTababababable I.1.le I.1.le I.1.le I.1.le I.1.      Selected indicator Selected indicator Selected indicator Selected indicator Selected indicators of FDI and international prs of FDI and international prs of FDI and international prs of FDI and international prs of FDI and international production,oduction,oduction,oduction,oduction, 1982-1999 1982-1999 1982-1999 1982-1999 1982-1999
(Billions of dollars and percentage)

                                                           Value at current prices                              Annual growth rate
(Billion dollars)                        (Per cent)

      Item 1982 1990 1999 1986-1990 1991-1995 1996-1999 1998   1999

FDI inflows  58  209   865 24.0 20.0 31.9 43.8 27.3
FDI outflows  37  245   800 27.6 15.7 27.0 45.6 16.4
FDI inward stock  594 1 761  4 772 18.2 9.4 16.2 20.1 18.8
FDI outward stock  567 1 716  4 759 20.5 10.7 14.5 17.6 17.1
Cross-border M&Asa ..  151   720 26.4b 23.3 46.9 74.4 35.4
Sales of foreign affiliates 2 462 5 503  13 564 c 15.8 10.4 11.5 21.6c 17.8c

Gross product of foreign affiliates  565 1 419  3 045 d 16.4 7.1 15.3 25.4d 17.1d

Total assets of foreign affiliates 1 886 5 706  17 680 e 18.0 13.7 16.5 21.2e 19.8e

Exports of foreign affiliates  637 1 165  3 167 f 13.2 13.9 12.7 13.8f 17.9f

Employment of foreign affiliates
    (thousands) 17 433 23 605  40 536 g 5.6 5.0 8.3 11.4g 11.9g

Memorandum:
GDP at factor cost 10 611 21 473  30 061 h 11.7 6.3 0.6 -0.9 3.0h

Gross fixed capital formation 2 231 4 686  6 058 h 13.5 5.9 -1.4 -2.1 -0.3h

Royalties and fees receipts  9  27   65 h 22.0 14.2 3.9 6.3 0.5h

Exports of goods and non-factor
   services 2 041 4 173  6 892 h 15.0 9.5 1.5 -1.8 3.0h

Source:    UNCTAD, based on FDI/TNC database and UNCTAD estimates.

a Data are only available from 1987 onwards.
b 1987-1990 only.
c Based on the following regression result of sales against FDI inward stock for the period 1982-1997:
               Sales = 636 + 2.71 * FDI inward stock.
d Based on the following regression result of gross product against FDI inward stock for the period 1982-1997:
               Gross product = 239 + 0.59 * FDI inward stock.
e Based on the following regression result of assets against FDI inward stock for the period 1982-1997:
              Assets = -714 + 3.86 * FDI inward stock.
f Based on the following regression result of exports against FDI inward stock for the period 1982-1997:
               Exports = 129 + 0.64 * FDI inward stock.
g Based on the following regression result of employment against FDI inward stock for the period 1982-1997:
               Employment = 13 287 + 5.71 * FDI inward stock.
h Estimates.

Note: Not included in this table are the value of worldwide sales by foreign affiliates associated with their parent firms through
non-equity relationships and the sales of the parent firms themselves.  Worldwide sales, gross product, total assets, exports
and employment of foreign affiliates are estimated by extrapolating the worldwide data of foreign affiliates of TNCs from
France, Germany, Italy, Japan and the United States (for sales and employment) and those from Japan and the United
States (for exports), those from the United States (for gross product), and those from Germany and the United States (for
assets) on the basis of the shares of those countries in the worldwide outward FDI stock.



������� 5
�

Chapter I          Global Trends

While there are several reasons behind
the expansion and deepening of international
production,5  the ongoing liberalization of FDI
(and related) regimes and the recognition that
FDI can contribute to firm competitiveness

stand out as the principal pull and push factors.
They exercised their influence in 1999 in the
context of a relatively healthy world economy,
including the recovery in Asia.

TTTTTababababable I.2.le I.2.le I.2.le I.2.le I.2.          The imporThe imporThe imporThe imporThe importance of FDI flotance of FDI flotance of FDI flotance of FDI flotance of FDI flows in capital fws in capital fws in capital fws in capital fws in capital formation,ormation,ormation,ormation,ormation, b b b b by region and sectory region and sectory region and sectory region and sectory region and sector,,,,,

1980, 1990 and 19981980, 1990 and 19981980, 1990 and 19981980, 1990 and 19981980, 1990 and 1998

FDI inflows as a FDI inflows as a FDI inflows as a

percentage of gross percentage of gross percentage of private

domestic capital formation: domestic capital formation: capital formation:

Region/economy all industries manufacturing all industries

World

1980 2.3 9.0a 3.4d

1990 4.7 14.0b 5.4e

1998 11.1 21.6c 13.9f

Developed countries

1980 2.7 8.5 3.4

1990 4.9 11.9 5.2

1998 10.9 16.6 12.9

Developing countries

1980 1.2 11.7 3.6

1990 4.0 22.3 6.7

1998 11.5 36.7 17.7

Central and Eastern Europe

1980 0.1 .. ..

1990 1.5 .. 0.7g

1998 12.9 .. 16.2

Source: UNCTAD, based on information from the World Bank, 1999 and 2000b; International Finance Corporation,
Economics Department Database, (taken from their web site  http://www.ifc.org/economics/data/dataset.htm); OECD,
various issues and IMF, 1999.

a Based on data for the following economies: Bangladesh (1981), Bolivia (1981), Canada (1984), Chile, Colombia, Costa Rica,
Ecuador (1986), France (1987), Germany (1987), Hong Kong (China) (1986), India, Italy (1989), Malaysia (1985), Mexico (1984),
Nepal (1987), the Netherlands (1988), Pakistan (1986), Peru (1982), the Philippines, the Republic of Korea, Singapore (1981),
Sri Lanka, Sweden (1987), Thailand (1989), Trinidad and Tobago (1981), the United Kingdom (1987), the United States, and
Venezuela (1981).

b Based on data for the following economies: Australia, Bangladesh, Bolivia, Canada, Chile, Colombia, Denmark, Ecuador, Ethiopia
(1992), Finland (1992), France, Germany, Hong Kong (China), India (1991), Indonesia, Italy, Malaysia, Mexico, Mongolia (1991),
Morocco (1992), Nepal, the Netherlands, Norway (1994), Pakistan (1988), Peru, the Philippines, the Republic of Korea, Singapore,
Spain (1992), Sri Lanka, Sweden (1987), Thailand, Trinidad and Tobago, Tunisia, the United Kingdom, the United States, Venezuela
and Zimbabwe (1993).

c Based on data available for the most recent year in the economies as follows : 1987 for Sweden; 1991 for Denmark, Mexico
and Pakistan; 1992 for Bangladesh; 1993 for Argentina, Germany, the Netherlands and Sri Lanka; 1994 for Bolivia, India, Italy,
Mongolia, Norway, Peru, the Republlic of Korea, Thailand and Tunisia; 1995 for Australia, Chile, Colombia, Ethiopia, Finland,
Hong Kong (China), Indonesia, Malaysia, the Philippines, Spain, Trinidad and Tobago, the United Kingdom, the United States
and Zimbabwe; 1996 for Belgium, Ecuador, France, Morocco, Nepal, Singapore and Venezuela.

d Includes only 71 countries (14 developed and 57 developing) for which data are available for 1980.
e Includes only 100 countries (14 developed, 84 developing and 2 in Central and Eastern Europe), for which data are available

for 1990.
f Includes only 113 countries (13 developed, 93 developing and 7 in Central and Eastern Europe), for which data are available

for 1998 or the most recent year.
g Based on data for Bulgaria and Poland.
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B.  Countries continue toB.  Countries continue toB.  Countries continue toB.  Countries continue toB.  Countries continue to
liberalize FDI regimesliberalize FDI regimesliberalize FDI regimesliberalize FDI regimesliberalize FDI regimes

Given the economic importance of FDI,
it is not surprising that all countries today seek
to attract it and to make their policies more
favourable to investors. Of the 140 changes in
FDI laws in 1999, 131 liberalized conditions
for foreign investors (table I.3) (box I.1); over
the period 1991-1999, 94 per cent of the 1,035
policy changes favoured investors.

These changes in national FDI laws
were complemented by the conclusion of new
bilateral investment treaties (BITs),  an
increasing number between developing
countries. The total number of BITs rose from
1,726 at the end of 1998 to 1,856 at the end of
1999 (figure I.2 and box I.2).  These treaties were
often accompanied by double taxation treaties

(DTTs), which rose in number to 1,982 at the
end of 1999, compared to 1,873 at the end of
1998 (see figure I.2 and box I.3).6  BITs and DTTs
together were concluded at a rate of one every
two working days during 1999 — an impressive
rate of treaty-making. At the regional level, an
increasing number of agreements are creating
more favourable FDI regimes as well
(UNCTAD, 1996b). Thus, during the second
half of 1998 and 1999, free trade and investment
agreements between Chile and Mexico, and
between the members of the European
Community and Mexico, expanded and
deepened the existing network of agreements
(UNCTAD, 2000a). More broadly, investment
issues increasingly permeate international
economic agreements. For example, many of
the free trade, association, partnership and
cooperation agreements signed by the
European Community with third countries also
contain FDI provisions (box I.4).
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Source:  UNCTAD, FDI/
TNC database.

TTTTTababababable I.3.le I.3.le I.3.le I.3.le I.3.      National regulator National regulator National regulator National regulator National regulatory cy cy cy cy changhanghanghanghanges,es,es,es,es, 1991-1999 1991-1999 1991-1999 1991-1999 1991-1999

Item 1991 1992 1993 1994 1995 1996 1997 1998 1999

Number of countries that introduced changes
   in their investment regimes 35 43 57 49 64 65 76 60 63
Number of regulatory changes 82 79 102 110 112 114 151 145 140
   of which:
   More favourable to FDI a 80 79 101 108 106 98 135 136 131

   Less favourable to FDI b 2 - 1 2 6 16 16 9 9

Source: UNCTAD, based on national sources.

a Including liberalizing changes or changes aimed at strengthening market functioning, as well as increased incentives.
b Including changes aimed at increasing control as well as reducing incentives.
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Box I.1. Developments in national FDIBox I.1. Developments in national FDIBox I.1. Developments in national FDIBox I.1. Developments in national FDIBox I.1. Developments in national FDI
frameworks during 1999frameworks during 1999frameworks during 1999frameworks during 1999frameworks during 1999

Changes in government policies on FDI
during 1999 confirm and strengthen the trend
towards the liberalization, protection and
promotion of FDI. Most new measures by
developing and transition economies reduced
sectoral restrictions to foreign entry, or
liberalized operations in industries earlier
closed or restricted to FDI (box figure I.1.1).
Notable among them are petroleum, mining,
energy, airports, telecommunications, tourism,
film making, banking and insurance, retail
trading and pharmaceuticals.  Other
restrictions, such as on the ownership of land

and real estate, employment of foreigners and
foreign exchange controls, were also reduced
or removed. In some countries, legal
guarantees on the protection of intellectual
property rights and against expropriation and
unfavourable changes in legislation, were
strengthened. Some incentive regimes were
revised and rationalized while additional
incentives — mainly tax incentives — were
offered to promote investment in priority
industries and activities. In most cases, these
measures were an extension of changes
undertaken in previous years.

A number of countries, however, also
substantially revised their FDI regimes to
make them more attractive, e.g. Cambodia,
India, the Russian Federation, Slovenia, the
Sudan and Thailand. There was some opening
up in the Islamic Republic of Iran after years
of restriction. At the same time, there was a
noticeable trend in developing and transition
economies towards greater consumer and
environmental protection and disclosure of
financial information.

In developed countries, where FDI
regimes are largely open, there was further
deregulation of activities where foreign entry
had been limited (e.g. electricity, gas and
banking). The emphasis of regulatory changes,
however, was on strengthening competition
laws, corporate governance, consumer and
environmental protection. A few countries
introduced new incentives targeting, in
particular, R&D and investment in
underdeveloped regions. Most new fiscal
measures, however, were related to the general
tax regime.

Source:   UNCTAD.

Box figure I.1.1.  TBox figure I.1.1.  TBox figure I.1.1.  TBox figure I.1.1.  TBox figure I.1.1.  Types of changes in FDI lawsypes of changes in FDI lawsypes of changes in FDI lawsypes of changes in FDI lawsypes of changes in FDI laws
and regulations, 1999and regulations, 1999and regulations, 1999and regulations, 1999and regulations, 1999

(Percentage)

Source:   UNCTAD, based on national sources.
a Includes free-zone regulations.
b Operational conditions include performance

requirements as well as other operational
measures.
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Source: UNCTAD, BITs
and DTTs databases.
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C.   Enterprises seek to becomeC.   Enterprises seek to becomeC.   Enterprises seek to becomeC.   Enterprises seek to becomeC.   Enterprises seek to become
more internationalmore internationalmore internationalmore internationalmore international

The quest of countries to attract more
FDI is matched by the desire of companies to
enhance competitiveness by spreading
activities over different locations — to acquire
a good portfolio of “locational assets” .
Capturing new markets is one important
motivation, allowing firms to serve customers
better by setting up local facilities.  (In many
services, where supply necessarily requires a
local presence, this becomes the major driver
of foreign investment.)  Another is the search
for new sources of  knowledge  and skills
(“created assets”) abroad.

Firms venturing abroad seek to match
their competitive strengths ("ownership
advantages") with the resources and capabilities
in other countries  ("locational advantages").
In many cases, where selling firm-specific
advantages at arm's length is costly,
cumbersome or simply unfeasible, firms
expand by internalizing facilities in affiliates
they control.  Then FDI becomes the preferred
way for firms to remain competitive in the new
global environment.  It is not, however, the only
way.  Where arm's length arrangements with
overseas firms are a cheaper and more efficient
way of exploiting ownership advantages, firms
also undertake externalized transactions (such
as licensing) with firms in other countries.
Typically TNCs  engage in the  whole  range
of internal and external transactions

internationally: the decision on the type of
transaction depends on the nature of a firm's
advantages, the capabilities of the overseas firm
and conditions in the foreign location.  Over
time, however, as FDI policies have been
liberalized, innovation costs have risen and
international transaction costs fallen,
internalized transactions by TNCs have grown
in significance.

As a result, the number of firms that
have become transnational has risen
exponentially over the past three decades.  In
the case of 15 developed countries, that number
increased from some 7,000 at the end of the
1960s to some 40,000 in the second half of the
1990s  (figure I.3).  The number of parent firms
worldwide  is  now  in the  range of 60,000
(table I.4).  These parent firms form a diverse
universe that spans all countries and industries,
and include a large and growing number of
small and medium-sized enterprises. More and
more TNCs hail from countries that have only
recently begun to undertake international
production - witness the growth of TNCs from
some developing countries and economies in
transition (table I.4 and chapter III).

The  ownership  of   FDI,   however,
remains highly concentrated in both host and
home countries. The concentration ratio
increased even further in recent years in FDI
inflows  (UNCTAD,  1999a).   A  mere  one
hundred (non-financial) parent firms, based
mainly in developed countries, account for
roughly one-eighth of  the  total assets of all

Box figure I.2.1. BITBox figure I.2.1. BITBox figure I.2.1. BITBox figure I.2.1. BITBox figure I.2.1. BITs concluded in 1999, bys concluded in 1999, bys concluded in 1999, bys concluded in 1999, bys concluded in 1999, by
country groupcountry groupcountry groupcountry groupcountry group

(Percentage)

Source:  UNCTAD, BITs database.

Box I.2. BITBox I.2. BITBox I.2. BITBox I.2. BITBox I.2. BITs in 1999s in 1999s in 1999s in 1999s in 1999

During 1999, the number of BITs
increased substantially. A total of 96 countries
concluded BITs:  30 in Asia, 20 in Latin America
and the Caribbean, 13 in Africa, 11 in Central
and Eastern Europe, 4 in developing Europe
and 18 developed countries. Nearly half the
130 BITs concluded that year were between
developing countries, while 43 treaties were
concluded with developed countries (box
figure I.2.1).  The growing expansion of the
BIT network between developing countries
reflects the growth of outward FDI by
developing countries. While free trade and
investment agreements aim at liberalizing FDI
mainly within regional groups, BITs are the
main international instrument for protecting
FDI between regions.

Source:   UNCTAD.
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Box I.3.  DTTBox I.3.  DTTBox I.3.  DTTBox I.3.  DTTBox I.3.  DTTs in 1999s in 1999s in 1999s in 1999s in 1999

In 1999, 88 countries signed a total of 109
DTTs (box figure I.3.1);  25 developed
countries, 28 Asian developing countries, 12
Central and Eastern European countries, 11
countries from Africa, six from Latin America
and the Caribbean and 4 from developing
Europe.

Box figure I.3.1.  DTTBox figure I.3.1.  DTTBox figure I.3.1.  DTTBox figure I.3.1.  DTTBox figure I.3.1.  DTTs concluded in 1999,s concluded in 1999,s concluded in 1999,s concluded in 1999,s concluded in 1999,
by country groupby country groupby country groupby country groupby country group

(Percentage)

Source:   UNCTAD, DTT database.

foreign affiliates (chapter III).   This means that
the locational decisions of these few companies
can have important repercussions for
international production in the world economy,
as well as in individual host (and, for that
matter,  home) countries. The extent of
concentration by destination is also high as far
as the absolute value of FDI inflows is
concerned.7  It is even higher for participation
by host countries in integrated global
production systems.

The 63,000 parent firms have an
estimated 690,000 affiliates (defined in terms
of a minimum of equity ownership by parent
firms) (table I.4).  In addition to these affiliates,
TNCs have, as noted, a variety of non-equity
arrangements with other firms, such as
franchising, licensing, subcontracting and
management contracts.8   Inter-firm agreements
like strategic alliances and partnerships also
play a growing role, mostly with other large
firms with strong ownership advantages.  With

the rise of the internet,  new types of
cooperation, such as internet-based
procurement systems, are developing, even
among fierce competitors.  The on-line
exchange planned by General Motors, Ford and
Daimler Chrysler is an example.  To the extent
that TNCs can exercise control through non-
equity arrangements — at least for the duration
of the arrangement — local producers also fall
under their common governance, creating
interlocking relationships that expand the size
and scope of international production.

Transnational corporations adopt a
variety of strategies in undertaking
international production.  These strategies have
changed over time.  Independent "satellite"
production facilities abroad by firms pursuing
"stand alone" strategies are being increasingly
replaced by integrated production structures
by firms pursuing "deep integration" strategies
(UNCTAD, 1993a, 1999a).  Deep integration can
take several forms.  It may mean the location
abroad of corporate functions like R&D,
marketing or accounting.  It may mean an
integrated production system in which different
steps of a production process are undertaken
in different countries according to their relative
cost and logistic advantages.  It may also  mean
that  service  functions are broken up into
different segments and are located  inter-
nationally  to minimize cost or increase
flexibility.

The progress of deep integration is
uneven by activity, firm and location.  Some
activities lend themselves more readily to the
division of specialized processes across
countries than do others; for example,
engineering industries with many discrete
processes can be divided more efficiently than
heavy process industries.  Some TNCs are more
likely to locate important functions overseas
than are others.  Those that do relocate transfer
some tasks more than others; for instance, the
relocation of top management and R&D
activities has proceeded far more slowly than
that of other functions.  Similarly, some host
countries can be integrated into global systems
more easily than others, depending on their
locational advantages, FDI and other policies,
infrastructure, risk and so on.  Thus, the overall
structure  of  international   production remains
fairly hybrid, with deep integration strategies
being pursued alongside traditional shallow
integration strategies (involving merely the
integration of markets).  However, with barriers
to investment, trade and information falling,

27%

19%

12%

4%12%

26%

Between developing countries
Between developed countries and developing countries
Between developed countries
Between Central and Eastern European countries
and developed countries
Between Central and Eastern European countries

Between Central and Eastern European countries
and developing countries
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it makes economic sense - indeed, there is
increased competitive pressure to do so — for
TNCs to place any activity (or segment of an
activity) wherever it is most economically
performed — as long as efficiency, control and
responsiveness remain the same.  Growing
competition  and increasing familiarity with
different locations should therefore lead
inexorably to more deep integration.

D.  M&As take the leadD.  M&As take the leadD.  M&As take the leadD.  M&As take the leadD.  M&As take the lead

Over the past decade, most of the
growth in international production has been
via cross-border M&As rather than greenfield
investment (chapter IV). The value of
completed cross-border M&As (defined as the
acquisition of more than 10 per cent equity
share) rose from less than $100 billion in 1987,
to $720 billion in 1999 (figure I.4).9   As a
percentage of GDP, the increase was from a
negligible proportion in 1987 to 2.4 per cent
in 1999. Individual M&A deals can be quite
substantial. Take the biggest cross-border deal
until early 2000 - the takeover of Mannesmann
(Germany) by Vodafone AirTouch (United
Kingdom): this nearly $200 billion deal came
to 6 per cent of the combined GDPs of the two
countries in 1999.

It is not possible to determine precisely
the share of cross-border M&As in FDI inflows.
M&As can be financed locally or directly from
international capital markets; neither is
included in FDI data. FDI data are reported
on a net basis, M&A data are not. Moreover,

Box I.4. FDI provisions in association,Box I.4. FDI provisions in association,Box I.4. FDI provisions in association,Box I.4. FDI provisions in association,Box I.4. FDI provisions in association,
partnership, free trade and cooperationpartnership, free trade and cooperationpartnership, free trade and cooperationpartnership, free trade and cooperationpartnership, free trade and cooperation

agreements of the European Communityagreements of the European Communityagreements of the European Communityagreements of the European Communityagreements of the European Community,,,,,
March 2000March 2000March 2000March 2000March 2000

The European Community and its
member States have concluded, since 1966, a
number of association, partnership, free trade
and cooperation agreements with non-
member States. From the start, many of these
instruments included provisions dealing with
FDI. Thus, for example, article 74 of the 1995
Association Agreement with the Republic of
Latvia provides as follows:

"Investment promotion and protection"Investment promotion and protection"Investment promotion and protection"Investment promotion and protection"Investment promotion and protection

1. Cooperation shall aim at maintaining
and, if necessary, improving a legal framework
and a favourable climate for private
investment and its protection, both domestic
and foreign, which is essential to economic
and industrial reconstruction and
development in Latvia. The cooperation shall
also aim to encourage and promote foreign
investment and privatization in Latvia.

2. The particular aims of cooperation shall
be:

- for Latvia to establish a legal framework
which favours and protects investment;

- the conclusion, where appropriate, with
Member States of bilateral agreements
for the promotion and protection of
investment;

- to proceed with deregulation and to
improve economic infrastructure;

- to exchange information on investment
opportunities in the context of trade
fairs, exhibitions, trade weeks and other
events.

Assistance from the Community could be
granted in the initial stage to agencies which
promote inward investment.

3.  Latvia shall honour the rules on Trade-
Related Aspects of Investment Measures
(TRIMs)."

Source:   UNCTAD, 2000a, vol. V.
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Source: UNCTAD, based on United Nations, 1973 and
table I.4.

a Austria, Belgium, Denmark, France, Germany, Italy,
Luxembourg, the Netherlands, Norway, Portugal, Spain,
Sweden, Switzerland, the United Kingdom and the United
States.

b 1993 for the Netherlands, 1995 for Switzerland, 1997 for
Austria, Belgium, Italy, the United States and Norway,
1998 for Denmark, France, Germany, Spain and the
United Kingdom, 1999 for Por tugal and Sweden.
Luxembourg is not included.

39 650

7 276

1968/1969 Second half of the
1990s
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TTTTTababababable I.4.le I.4.le I.4.le I.4.le I.4.  Number of parent corporations and f  Number of parent corporations and f  Number of parent corporations and f  Number of parent corporations and f  Number of parent corporations and foreign affiliates,oreign affiliates,oreign affiliates,oreign affiliates,oreign affiliates,

bbbbby area and economy area and economy area and economy area and economy area and economyyyyy,,,,, latest a latest a latest a latest a latest avvvvvailabailabailabailabailable yle yle yle yle yearearearearear
 (Number)

Parent corporations Foreign affiliates
Area/economy Year based in economya located in economya

DeDeDeDeDeveloped economiesveloped economiesveloped economiesveloped economiesveloped economies 48 79148 79148 79148 79148 791 bbbbb 94 26994 26994 26994 26994 269 bbbbb

WWWWWestern Eurestern Eurestern Eurestern Eurestern Europeopeopeopeope 37 58037 58037 58037 58037 580 bbbbb 61 59461 59461 59461 59461 594 bbbbb

EurEurEurEurEuropean Unionopean Unionopean Unionopean Unionopean Union 32 09632 09632 09632 09632 096 bbbbb 52 67352 67352 67352 67352 673 bbbbb

Austria 1997  896 2 464
Belgium/Luxembourg 1997  988 c 1 504 c

Denmark 1998 9 356 2 305 d

Finland 1998 1 200 1 491 d

France 1998 1 695 9 494
Germany 1998 8 492 12 042 e

Greece 1991 ..  798
Ireland 1998  39 f 1 140 g

Italy 1997  806 h 1 769 h

Netherlands 1993 1 608 i 2 259 i

Portugal 1999 1 100 j 3 500 j

Spain 1998  857 k 7 465
Swedenl 1999 3 965 3 759
United Kingdom m 1998 1 094 2 683

Other Other Other Other Other WWWWWestern Eurestern Eurestern Eurestern Eurestern Europeopeopeopeope 5 4845 4845 4845 4845 484 bbbbb 8 9218 9218 9218 9218 921 bbbbb

Iceland 1999  78 47
Norway 1998  900 n 3 100 n

Switzerland 1995 4 506 5 774

NorNorNorNorNorth Americath Americath Americath Americath America 5 1095 1095 1095 1095 109 bbbbb 23 66523 66523 66523 66523 665 bbbbb

Canada 1997 1 722 4 562
United States 1997 3 387 o 19 103 p

Other deOther deOther deOther deOther developed countriesveloped countriesveloped countriesveloped countriesveloped countries 6 1026 1026 1026 1026 102 bbbbb 9 0109 0109 0109 0109 010 bbbbb

    Australia 1999  610 2 539
    Japan 1998 4 334 3 321 q

    New Zealand 1998  217 1 106
    South Africa 1998  941 2 044

DeDeDeDeDeveloping economiesveloping economiesveloping economiesveloping economiesveloping economies 12 51812 51812 51812 51812 518 bbbbb 355 324355 324355 324355 324355 324 bbbbb

AfricaAfricaAfricaAfricaAfrica  167 167 167 167 167 bbbbb 3 6693 6693 6693 6693 669 bbbbb

Ethiopia 1998 ..  21 r

Lesotho 1999 ..  411
Mali s 1999  3  33
Seychelles 1998 -  30
Swaziland 1999  12 53
Tunisia 1999  142 1 906
Zambia 1999  2 t 1 179
Zimbabwe 1998  8 36

Latin America and the CaribbeanLatin America and the CaribbeanLatin America and the CaribbeanLatin America and the CaribbeanLatin America and the Caribbean 2 0192 0192 0192 0192 019 bbbbb 24 34524 34524 34524 34524 345 bbbbb

Bolivia 1996 ..  257
Brazil 1998 1 225 8 050
Chile 1998  478 u 3 173 v

Colombia 1995  302 2 220
El Salvador 1990 ..  225

/...
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TTTTTababababable I.4.le I.4.le I.4.le I.4.le I.4. (contin (contin (contin (contin (continued)ued)ued)ued)ued)

Parent corporations Foreign affiliates
Area/economy Year based in economya located in economya

Guatemala 1985 ..  287
Guyana 1998  4  56
Jamaica 1998 ..  177
Mexico 1993 .. 8 420
Paraguay 1995 .. 109
Peru 1997  10 w 1 183 x

Trinidad & Tobago 1999 ..  65 y

Uruguay 1997 .. 123

AsiaAsiaAsiaAsiaAsia 10 33210 33210 33210 33210 332 bbbbb 327 310327 310327 310327 310327 310 bbbbb

South, East and South-East AsiaSouth, East and South-East AsiaSouth, East and South-East AsiaSouth, East and South-East AsiaSouth, East and South-East Asia 9 8839 8839 8839 8839 883 bbbbb 317 147317 147317 147317 147317 147 bbbbb

Bangladesh 1999 ..  161 z

Bhutan 1997 ..  2
Cambodia 1997 ..  598 aa

China 1997  379 ab 235 681 ac

Hong Kong, China 1998  819 ad 6 247 ae

India 1995  187 af 1 416
Indonesia 1995  313 2 241 ae

Lao People’s Democratic Republic 1997 .. 669 ag

Malaysia 1999 .. 15 567 ah

Mongolia 1998 .. 1 400
Myanmar 1998 .. 299 ai

Nepal 1999 ..  224 aj

Pakistan 1998  59  644
Philippines 1995 .. 14 802 ak

Republic of Korea 1999 7 460 6 486
Singapore 1997 .. 24 114
Sri Lanka 1998 ..  305 al

Taiwan Province of China 1994  666 am 2 026
Thailand 1998 .. 2 721 an

Viet Nam 1996 .. 1 544

WWWWWest Asiaest Asiaest Asiaest Asiaest Asia  449 449 449 449 449 bbbbb 1 9481 9481 9481 9481 948 bbbbb

Oman 1995  92 ao  351 ao

Saudi Arabia 1989 .. 1 461
Turkey 1995  357 136

Central AsiaCentral AsiaCentral AsiaCentral AsiaCentral Asia ----- 7 6637 6637 6637 6637 663
Armenia 1999 .. 1 604 ap

Georgia 1998 ..  190 aq

Kazakhstan 1999 .. 1 865 ar

Kyrgyzstan 1998 .. 4 004 as

The PThe PThe PThe PThe Paciifcaciifcaciifcaciifcaciifc ----- 552552552552552      bbbbb

Fiji 1997 ..  151
Papua New Guinea 1998 .. 345 at

Solomon Islands 1996 ..  56 au

Central and Eastern EurCentral and Eastern EurCentral and Eastern EurCentral and Eastern EurCentral and Eastern Europeopeopeopeope 2 1502 1502 1502 1502 150 bbbbb 239 927239 927239 927239 927239 927 bbbbb

Albania 1995 .. 2 422 av

Armenia 1999 .. 1 657 aw

Belarus 1994 ..  393
Bulgaria 1994  26 918
Croatia 1997  70 353
Czech Republic 1999  660 t 71 385 ax

/...
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TTTTTababababable I.4.le I.4.le I.4.le I.4.le I.4. (contin (contin (contin (contin (continued)ued)ued)ued)ued)

Parent corporations Foreign affiliates
Area/economy Year based in economya located in economya

Estonia 1999 .. 3 066 ay

Hungary 1998 .. 28 772 az

Lithuania 1999  16 ab 1 893
Poland 1998  58 ba 35 840 bb

Romania 1998  20 ba 71 318 bc

Russian Federation 1994 .. 7 793
Slovakia 1997 .. 5 560 bd

Slovenia 1997 1 300 ae 1 195 az

Ukraine 1999 .. 7 362

WWWWWorldorldorldorldorld 63 45963 45963 45963 45963 459 689 520689 520689 520689 520689 520

Source: UNCTAD, based on national sources.

a Represents the number of parent companies/foreign affiliates in the economy shown, as defined by that economy. Deviations
from the definition adopted in the World Investment Report (see section on definitions and sources in  the annex B) are noted
below.

b Includes data for only the countries shown below.
c Provisional figures by Banque Nationale de Belgique.
d Directly and indirectly owned foreign affiliates.
e Does not include the number of foreign-owned holding companies in Germany which, in turn, hold participating interests in

Germany (indirect foreign participating interests).
f As of 1994.
g Refers to the number of foreign-owned affiliates in Ireland which receive assistance from the Industrial Development Agency

(IDA).
h Relates to parent companies and foreign affiliates in agriculture and industrial activities (source: REPRINT database, Polytechnics

University of Milano/CNEL).
i As of October 1993.
j Preliminary estimate. The number of foreign affiliates in Portugal as of 1998.
k Includes those Spanish parent enterprises which, at the same time, are controlled by a direct investor.
l Data provided by Sveriges Riksbank.  Includes those Swedish parent companies which, at the same time, are controlled by a

direct investor. The number of foreign affiliates relates only to majority-owned firms.
m Data on the number of parent companies based in the United Kingdom, and the number of foreign affiliates in the United Kingdom

are based on the register of companies held for inquiries on the United Kingdom FDI abroad, and FDI into the United Kingdom
conducted by the Central Statistical Office. On that basis, the numbers are probably understated because of the lags in identifying
investment in greenfield sites and because some companies with small presence in the United Kingdom and abroad have not
yet been identified.

n Approximation by Norges Bank.  The number of parent companies as of 1997.
o Represents a total of 2,618 non-bank parent companies in 1996 and 60 bank parent companies in 1994 with at least one foreign

affiliate whose assets, sales or net income exceeded $3 million, and 709 non-bank and bank parent companies in 1994 whose
affiliate(s) had assets, sales and net income under $3 million. Each parent company represents a fully consolidated United
States business enterprise, which may consist of a number of individual companies.

p Data for 1996. Represents a total of 13,108 bank and non-bank affiliates in 1996 whose assets, sales or net income exceeded
$1  million, and 5,551 bank and non-bank affiliates in 1992 with assets, sales and net income under $1 million, and 534 United
States affiliates that are depository institutions.  Each affiliate represents a fully consolidated United States  business entreprise,
which may consist of a number of individual companies.

q Only foreign affiliates that have over 20 per cent stake in their affiliates located in Japan, plus the number of foreign affiliates,
insurance and real estate industries in November 1995 (284).

r Represents the number of foreign affiliates that received permission to invest during 1992-May 1998.
s As of April 1999
t As of 1997.
u Estimated by Comite de Inversiones Extranjeras.
v Number of foreign companies registred under DL600.
w Less than 10.
x Out of this number, 811 are majority-owned foreign affiliates, while 159 affiliates have less than 10 per cent equity share.
y An equity stake of 25 per cent or more of the ordinary shares or voting power.
z Number of investment projects registered with the Board of Investment.
aa Number of projects approved, both domestic and foreign, since August 1994.
ab As of 1989.
ac Number of registered industrial enterprises with foreign capital.
ad Number of regional headquarters as at 1 June 1998.
ae As of 1996.
af As of 1991.
ag Number of projects licensed since 1988 up to end 1997.

/...
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payments for M&As (including those involving
privatizations) can be phased over several years
(UNCTAD, 1999a, p. 8). It is therefore possible
for the ratio of the value of cross-border M&As
to total FDI flows — for the world as a whole
or for individual countries — to be higher than
1.10  Taking the extreme case in which all cross-
border M&As are financed by FDI (certainly
incorrect for developed countries, but less so
for developing countries), the share of total
cross-border M&As in world FDI flows has
increased from 52 per cent in 1987 to 83 per
cent in 1999 (figure I.5).  This figure varies
considerably between developed and
developing countries. For the former, the ratio
is higher, having risen from 62 per cent in 1987
to more than 100 per cent in 1999.11  For
developing countries, the ratio is lower, but is
also rising (figure I.5), with considerable
variation among developing regions and
countries (figure I.6).  While these ratios do
not  show the exact share of FDI flows
accounted for  by M&As in any given year,
they do suggest that M&As contribute an
increasing share of  FDI  flows to  all groups
of countries.

This makes it imperative for developing
host countries to understand the
forces driving M&As and the impact they have
on development.  Only then will they be able

to formulate appropriate policies. The latest
M&A wave — especially where it has taken
the form of hostile acquisitions or "fire sales"
— has heightened concerns on the part of host
governments. As the Prime Minister of
Malaysia phrased it in his address to UNCTAD
X in February 2000:

"…mergers and acquisitions .. are
making big corporations even bigger.
Now many of these corporations are
financially more powerful than medium
sized countries.  While we welcome their
collaboration with our local companies,
we fear that if they are allowed into our
countries unconditionally they may
swallow up all  our businesses"
(Mahathir, 2000, p. 6).

The basis of concern is that M&As represent a
change of ownership from domestic to foreign
hands, while greenfield FDI represents an
addition to the capital stock. This leads to such
worries as the extent to which M&As (when
compared to greenfield FDI) bring resources
to host countries that are needed for
development; the denationalization of domestic
firms; employment reduction; loss of
technological assets; crowding out of domestic
firms and increased market concentration and
its implication for competition.

TTTTTababababable I.4.le I.4.le I.4.le I.4.le I.4.     (conc(conc(conc(conc(concluded)luded)luded)luded)luded)

ah May 1999. Refers to companies with foreign equity stakes of 51 per cent and above. Of this, 3,787 are fully owned foreign
affiliates.

ai Number of permitted foreign enterprises up to end-February 1998.
aj June 1999.
ak This figure refers to directly and indirectly owned foreign affiliates.
al Number of projects approved under section 17 of the BOI law which provides for incentives.
am Number of approved new investment projects abroad in 1998.
an Data refer to the number of BOI-promoted companies which have been issued promotion certificates during the period 1960-

1998, having at least 10 per cent of foreign equity participation.
ao As of May 1995.
ap Accumulated number of joint ventures and foreign enterprises registered as of 1 November 1999.
aq Number of cases of approved investments of more than 100,000 dollars registered during the period of January 1996 up to

March 1998.
ar Joint ventures and foreign firms operating in the country.
as Joint venture companies established in the economy.
at Number of applications received since 1993.
au Number of foreign investment projects approved in 1996.
av 1,532 joint ventures and 890 wholly-owned foreign affiliates.
aw The number refers to the registered firms.
ax Out of this number 53,775 are fully-owned foreign affiliates.  Includes joint ventures.
ay As of 15 March 1999. Only registered affiliates with the Estonian Commercial Register.
az Data are for the number of investment projects.
ba As of 1994.
bb Number of firms with foreign capital.
bc The number of affiliates established during December 1990-December 1999.
bd Includes joint ventures with local firms.

Note: The data can vary significantly from preceding years, as data become available for countries that had

not been covered before, as definitions change, or as older data are updated.



������� 15
�

Chapter I          Global Trends

Indeed, perhaps the most common
concern about cross-border M&As — in
distinction to greenfield FDI — is their impact
on domestic competition. The sheer size of
many of the firms involved, and their large
share of global markets, raise fears about
growing international oligopolies and market
power. Governments therefore increasingly
realize that effective competition policy is vital,
and a large number of countries have adopted
(or are in the process of preparing) competition
laws. If anything, this policy instrument will
become more important as a global market for
firms is emerging, leading to the consolidation
of industries on a global scale.

The mode of entry of foreign investors
raises therefore important policy issues.  What
is driving cross-border M&As? How do they
perform? Does it matter for developing
countries and economies in transition whether
FDI comes in the form of M&As or greenfield
ventures? What policies help to minimize the
negative impacts of cross-border M&As? What
policies help to maximize the positive impacts?
These and related issues are examined in some
detail in the present report.

E.   International productionE.   International productionE.   International productionE.   International productionE.   International production
expands in scope and depthexpands in scope and depthexpands in scope and depthexpands in scope and depthexpands in scope and depth

Regardless of whether the mode of
entry into a foreign market is M&As or
greenfield FDI, the outcome is still an increase
in the extent of international production under
the common governance of TNCs. International

production involves a gamut of cross-border
flows by TNCs.  The principal ones are finance,
trade and flows of know-how, personnel and
technology. The usual way to measure these
flows is by its financial element — the value
of FDI flows. This is an incomplete measure
of the spread of international production; in
fact, it does not even measure correctly the
value of all investments undertaken abroad by
TNCs (because some of them can be financed
from local or international capital markets).
However, FDI is the only aspect of international
production on which comparable data are
available at the country level, and this section
focuses thereon.

Global FDI flows, as noted earlier, have
continued to rise steadily. Inflows of FDI
reached $865 billion  worldwide12 in 1999, a
new record (figure I.7).  The current FDI boom
is now in its seventh  year  (since 1993).  It is
expected to continue into the year 2000.

Equity capital accounted for 72 per cent
of global FDI inflows and reinvested earnings
for 8 per cent in 1998 (figure I.8). This
distribution has changed little over the past
five years. Continuing last year's trend, FDI
inflows to developed countries in 1999 rose
faster than to other countries and set a new
record of $636 billion. Most of this increase
reflected cross-border M&As between firms
based within the developed world.  Flows of
FDI, both inward and outward, for the
European Union and the United States were
at record levels in 1999.   For Japan, inward
flows quadrupled to reach also a record high,
but outflows declined slightly.
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Source:   UNCTAD, FDI/
TNC database and cross-
border M&A database
(based on data provided
by Thomson Financial
Securities Data Company).
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In contrast to 1998, FDI flows to
developing countries increased as well — by
16 per cent, to a total of $208 billion in 1999.
Africa (including South Africa) continued to
attract small amounts of FDI flows, accounting
only for 5 per cent of the developing country
total (including South Africa).  FDI increased
however in 1999, with Angola, Egypt, Nigeria
and South Africa being major recipients in that
year. FDI inflows to Latin America and the
Caribbean (where privatization is still a major
magnet) increased by 23 per cent, to reach $90
billion. This increase meant that Latin America
and the Caribbean had almost reached the
amounts that developing Asia (including West
Asia and Central Asia) had received that year,

$106 billion, out of which $40 billion went to
China alone; cross-border M&As influenced
significantly the level of FDI flows in this
region, in particular in the Republic of Korea.

Over the past two decades, firms from
developing countries have also increasingly
invested abroad — $66 billion in 1999,
compared to $1.7 billion in 1980. As a result,
their share in global FDI flows has risen from
3 per cent to 8 per cent during that period
(figure I.9). Outflows of FDI from developing
countries are dominated by firms from Asia,
although firms from Latin America are
increasingly venturing abroad as well.
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Source: UNCTAD, FDI/TNC database and cross-border M&As database (based on data from Thomson  Financial Securities
Data  Company).

 a    Cross-border M&A sales as a percentage of FDI inflows.
 b    Cross-border M&A purchases as a percentage of FDI outflows.

a)  By host regiona)  By host regiona)  By host regiona)  By host regiona)  By host regionaaaaa

b)  By home regionb)  By home regionb)  By home regionb)  By home regionb)  By home regionbbbbb
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Flows to the economies in transition of
Central and Eastern Europe13 also reached a
record level of $23 billion in 1999, with 70 per
cent going to Central Europe.  Furthermore,
those flows concentrated on a limited number
of countries in this sub-region (the Czech
Republic, Hungary and Poland).  Flows to the
Russian Federation have not yet recovered fully
to the previous levels.

By sector, services have for some years
been the largest recipient of FDI (figure I.10),
accounting for an estimated 53 per cent of
global FDI outflows of 23 important outward
investors in 1998. As services become more
tradable, FDI is no longer the only means of
reaching customers in different countries; hence
one might expect a decline in FDI services. On
the other hand, as services become more
tradable — and here the internet plays an
important role — firms can split the production
process of services and, as in the case of
manufacturing, locate parts of it abroad,
increasing FDI in services (Sauvant, 1990). In
addition, there are many services where
proximity to the customer is still vital.
Moreover, the ongoing deregulation and
privatization of infrastructure continues to spur
the growth of FDI in services. As a result,
several infrastructure providers from
developed and more advanced developing
countries — many themselves newly privatized
— have emerged as major TNCs in this industry,
which is traditionally reserved for local firms.

An important feature of international
production is the overwhelming importance
of TNCs in trade and innovative activities. FDI
and international trade are more and more

determined simultaneously by TNCs as part
of their decision of where they access resources
and locate production, distribution or other
activities (UNCTAD, 1996a). The location
decisions of TNCs increasingly involve
international trade as they rationalize and
distribute facilities across national borders to
maximize economies of scale, scope and
location. TNCs are responsible for an estimated
two-thirds of world trade (UNCTAD, 1996a).
About half of TNC trade takes place between
parent firms and their affiliates abroad, or
among affiliates (UNCTAD, 1999a).  TNCs also
account for a large proportion of global R&D,
perhaps as much as 75-80 per cent (UNCTAD,
1995a). Judging from German, Japanese and
United States data — between two-thirds and
nine-tenths of inter-country technology flows
(approximated by royalties and fees) are also
intra-firm,  that is,  within  TNC systems (annex
table A.I.1).

In addition, FDI is also the largest
source of external finance for developing
countries (box I.5).  Moreover, in recent years,
and especially during financial crises,
developing countries have found FDI to be
more stable than portfolio investment and bank
lending. In fact, FDI inflows remained almost
unchanged during the crisis in the five most
seriously affected Asian countries, when other
private inflows fell dramatically (figure I.11).
The principal reason is that FDI is less directly
influenced by factors that  place countries under
financial duress: the main requirement for
receiving FDI is a match between the markets
and productive factors that TNCs want and
those that countries offer. Unlike other forms
of private capital, access to which is influenced
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Source:   UNCTAD, FDI/
TNC database and cross-
border M&A database
(based on data from
Thomson Financial
Securities Data Company).

a Including South Africa.
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by investment ratings and short-term financial
considerations, FDI therefore responds more
to underlying economic fundamentals.

This feature of FDI is important for
countries at the bottom of the development
ladder that do not have access to other
investible resources.  At the same time, there
are common influences on FDI and other
private capital flows, such as growth
performance and prospects or macro-economic
and political stability. In normal times,
therefore, there is likely to be a high correlation
between all forms of private financial flows:
countries that receive more of one also tend
to receive more of the other (table I.5).
However, the correlation is not perfect.  Some
countries may get much more of one flow than
of another, and FDI is more likely to go to low
income countries than portfolio flows or
commercial loans (Hausmann and Fernandez-
Arias, 2000; Dunning and Dilyard, 1999).

In sum, a significant portion of cross-
border transactions in the world economy is
internalized within international production
systems under the common governance of
TNCs. The absolute and relative importance
of international production raises a number
of policy challenges.

FFFFF.    Challenges.    Challenges.    Challenges.    Challenges.    Challenges

International production is a growing
and powerful force in today's global economy.
Liberalization and new technologies
increasingly allow TNCs to locate their
production and other functions wherever it is

most efficient and strategically appropriate for
them. To benefit from the emerging system of
international production, countries seek to
attract FDI and pursue policies that allow them
to benefit from it (UNCTAD, 1999a).  This gives
rise to three major challenges for policy.

The distribution challenge.The distribution challenge.The distribution challenge.The distribution challenge.The distribution challenge.  The faster
growth of international as compared to
domestic production in the world means that
economies too have become more transnational.
The sum of world inward and outward FDI
stocks, calculated as a percentage of world GDP,
has risen from 10 per cent in 1980 to 31 per
cent in 1999 (figure I.12).  A more complex
measure, the transnationalization index
(imperfect as it may be) yields a similar
picture:14  for 23 developed and 30 developing
host economies, the index rose by 0.8
percentage points for the former and 0.5
percentage points for the latter between 1996
and 1997 (figure I.13).

Despite those increases, however, the
degree of transnationalization is not converging
across individual countries or groups of
countries.  The FDI inward stock/GDP ratio
is higher for developing than for developed
countries (figure I.12), perhaps showing
differences in the strength of local enterprises
in the latter. The difference is growing over
time. The ratio in 1999 was 1.7 times higher
for developing than developed host countries,
compared to 1.1 times twenty years ago (1980).
Of course, there are significant variations
among regions and countries. Similarly, the
transnationalization index for host countries
was 14.2 per cent in 1997 for developing
countries, compared to 12.8 per cent for
developed countries. Again, there were large
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Source:   UNCTAD, FDI/
TNC database.
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Source: UNCTAD, based on IMF, June 2000 International Financial Statistics CD-ROM.

a Including two economies in Central and Eastern Europe: Estonia, for which data start in 1992, and Poland.
b Including: Australia, Finland, Germany, Iceland, Israel, the Netherlands, Portugal, Switzerland, the United Kingdom and the United

States.
c Including: Antigua and Barbuda, Argentina, Barbados, Benin, Botswana, Brazil, Costa Rica, Dominica, Fiji, Grenada, Guatemala,

Guinea, Honduras, Jamaica, Kazakhstan, Malta, Mexico, Morocco, Namibia, Panama, Paraguay, Saint Lucia, Saint Vincent and
the Grenadines, Senegal, Swaziland, and Trinidad and Tobago.  1996 data are not available for the Netherlands Antilles and
Trinidad and Tobago.  Data from 1997 are not available for Antigua and Barbuda, Grenada, Saint Lucia and Saint Vincent and
the Grenadines.  1998 data are not available for Benin and Senegal. Data for Kazakhstan are not available prior to 1995.

Note: Figures are based on 39 countries for which the data on each component of FDI inflows are available throughout the period.
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variations within each group, with the
developed country group showing a smaller
variance. The standard deviation for the 23
developed countries for which the
transnationalization index was compiled in
1997 was 4 percentage points lower than that
for 30 developing countries.

These data suggest that the spread of
international production is very uneven. They
also suggest that even small absolute amounts
of FDI can be of great relative importance to
some host countries. Take, for example, FDI
inflows standardized by market size (GDP)
(figure I.14). Africa (including South Africa)
received only 1.2 per cent of global FDI flows,
while developing Asia received 12 per cent.
In relation to their GDP, however, these flows
amounted to $16 per $1,000 GDP in Africa
(including South Africa) and $26 in developing
Asia. These figures do not, of course, take
account of the quality of FDI flows. There can
be a significant economic difference between
"high quality" FDI (with strong forward and
backward links to the domestic sector, with a
strong export orientation or with high skills
or technology spillovers) and "low quality" FDI
(with few linkages with the domestic sector
and so on).15  If quality could be taken into
account, there may be greater dispersion than
the absolute figures suggest.

The policy challenge is therefore to help
the countries that are relatively marginal to
global investment flows to attract more and,
where feasible, higher quality FDI. The
countries themselves can do a great deal. They
can improve the economic and political

environment for private sector activity in
general, which would also be conducive for
foreign investors. They can improve their
economic attractiveness to international
investors, by providing better infrastructure,
skills,  institutional support and so on
(UNCTAD, 1999a). They can promote inward
FDI more effectively, and target high quality
investors that match their national location
advantages and can improve them.
International organizations also have a role to
play, as has co-operation among investment
promotion agencies (box I.6).

The nationality challenge.The nationality challenge.The nationality challenge.The nationality challenge.The nationality challenge. The rapid
growth, geographical spread and international
integration of TNC activities makes it
increasingly difficult to draw traditional
distinctions between domestic and foreign
firms or between production in different
locations. Take, for instance, the ownership of
companies. National boundaries are becoming
blurred as firms start to list their shares in
several stock exchanges and spread head office
functions across countries. Until now this has
been mostly in developed countries, where
some TNCs like Shell and Unilever even have
headquarters in different countries (the United
Kingdom and the Netherlands). Others (like
Astra-Zeneca) have the responsibility for R&D
in one country and their corporate headquarters
in another.  Developing countries do not yet
participate in this process to a similar extent,
but as their stock markets grow and gain greater
credibility, TNCs are likely to increase their
presence there as well.16  The spreading of
head-office functions has already started, with
some basic research facilities established in the
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Source:   UNCTAD, FDI/
TNC database.
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more advanced developing countries (for
examples see UNCTAD, 1999a, pp. 213-214).

Over time, some companies may
disperse ownership so widely that their
"nationality" becomes very difficult to define.
The spread of cross-border M&As, with
extensive share swaps, and the rise of
conglomerate cross-holding of shares make this
even more complex. Thus, while firms become
larger and more visible, where they are
headquartered becomes less important — a
very different scenario from the traditional
transnational corporation with clear national
origins, loyalties and culture. TNCs have not
become stateless, but their spread and interests
place them increasingly above individual
national interests.  This raises difficult
challenges for national policies, which are not
necessarily geared to transnational issues. The
policy focus of national Governments will have

to change, as it becomes more important to
provide competitive conditions for businesses
in general in the country rather than only for
the country's firms in particular.

Similarly, the growth of integrated
production systems means that it is difficult
to define where a "product" actually comes
from. Is a Ford made in the United Kingdom,
when inputs come from all over Europe or
further afield, design is done jointly in the
United States and Europe, and stages of
processing are spread over many locations,
British, American or European? In some
instances, as with television sets or videos, the
whole product may have been manufactured
by an independent local company, say, in the
Republic of Korea, and sold under the brand
of a Japanese TNC as part of an original
equipment or contract manufacturing
arrangement. Moreover, the sourcing of
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Source:   UNCTAD, FDI/TNC database.

Notes: In order to represent as many countries as possible for each period, whenever data for the given years were not
available, those for the latest year available close to 1988 and 1998, respectively, were chosen.  Furthermore, in
the absence of actual data, approval data were used in some countries.

a Data cover 40 countries in 1988 and 61 countries in 1998, accounting, respectively, for 73 and 91 per cent of world inward
flows.  Totals in 1988 do not include the countries in Central and Eastern Europe.

b Totals are based on data for 41 countries in 1988 and 60 countries in 1998.  They account, respectively, for 71 and 81 per cent
of world inward stocks.

c Flows in 1988 cover 15 countries with a 66 per cent share in world outward flows.  In 1998, the total, composed of 23 countries,
had an 89 per cent share in world outward flows.

d Data for 25 countries make up the total for outward stocks in 1988, and their share in world outward stocks is 77 per cent.  The
total in 1998 is based on data for 25 countries, which accounted for 80 per cent of world outward stocks.
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marginal increase in 1998 and a rebound in
1999. Most of the decline in private external
financing reflected a reduction in portfolio
investment flows (including equity and bonds)
in 1998 and commercial bank lending in 1999.
The debt part of portfolio investment has
continued to decline since 1997, while portfolio
equity investment increased in 1999 after a
decline during that period 1997-1998. The
differentiated trends among these categories in
the past few years reflects in particular the
sensitivity of portfolio investment in debt
securities and commercial bank lending with
regard to default risk perceptions, which were
dramatically revised in light of the Russian debt
default of August 1998 and the Brazilian crisis
in February 1999. Net financing by commercial
banks remained especially unstable for some
large, more advanced developing countries
embroiled in financial crisis since 1998, which
caused large negative balances on commercial
bank loans in 1999.

Box figure I.5.2.  Private net resource flowsBox figure I.5.2.  Private net resource flowsBox figure I.5.2.  Private net resource flowsBox figure I.5.2.  Private net resource flowsBox figure I.5.2.  Private net resource flowsaaaaa

to developing countries,to developing countries,to developing countries,to developing countries,to developing countries,bbbbb

by type of flowby type of flowby type of flowby type of flowby type of flow, 1990-1999, 1990-1999, 1990-1999, 1990-1999, 1990-1999

products and components may shift rapidly
over time, as cost and demand conditions
change. Again, traditional policies — e.g. rules
of origin — based on a clear demarcation of
national origin can become redundant,
inefficient or distorting.

As a result of their international spread,
TNCs are more insulated from national
conditions and policies than national firms.
They are more flexible in placing productive
resources or functions in different countries,
and are thus able to respond more quickly to

The trend of rising private capital flows
and declining official flows to developing
countries was interrupted in 1998. In 1999,
private external financing continued to
decrease, following the disruption created by
the outbreak of the Russian crisis in August 1998
(box figure I.5.1). Official flows to developing
countries have grown since 1997 as a result of
large-scale financial assistance packages
organized for the various countries at the centre
of the Asian, Russian and the later Brazilian
crises. Grants (including technical cooperation
grants) — part of official development
assistance (mostly to the least developed
countries) — nevertheless continued their now
well established trend decline.

Box figure I.5.1.  TBox figure I.5.1.  TBox figure I.5.1.  TBox figure I.5.1.  TBox figure I.5.1.  Total net resource flowsotal net resource flowsotal net resource flowsotal net resource flowsotal net resource flowsaaaaa

to all developing countries,to all developing countries,to all developing countries,to all developing countries,to all developing countries,bbbbb

by type, 1990-1999by type, 1990-1999by type, 1990-1999by type, 1990-1999by type, 1990-1999

Source:  UNCTAD, based on World Bank, 2000a.

While total private flows experienced a
decline in both 1998 and 1999 (box figure I.5.2),
there were marked differences in the pattern of
net flows as regards the major categories of
direct investment, portfolio investment and
commercial bank financing. Inflows of FDI
remained remarkably resilient, registering a

Source:  UNCTAD, based on World Bank, 2000a.
a Defined as net liability transactions or original maturity

of greater than one year.
b The World Bank’s classification on developing countries

is different from that of UNCTAD.  Central and Eastern
Europe is included in the former classification.

c Preliminary.

Box I.5.  Financial flows to developing countriesBox I.5.  Financial flows to developing countriesBox I.5.  Financial flows to developing countriesBox I.5.  Financial flows to developing countriesBox I.5.  Financial flows to developing countries

Source:   UNCTAD.
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differences in economic conditions and policies.
They can source inputs, information and
personnel more readily across the world. They
can thus bring international market forces to
bear on national economies more quickly than
other firms (and so exercise discipline on local
markets and policy makers); at the same time,
they are becoming less subject to national
policies. Their large internalized markets mean
that a large part of their international
transactions can bypass national controls and
scrutiny. For example, TNCs can use transfer
pricing on intra-firm trade to minimize their
tax exposure, so depriving host or home
countries of tax revenue. The tax authorities
of the United States, home to many of the
largest TNCs, made income adjustments of $1.5
billion for 156 United States-controlled TNCs
and $2 billion for 236 non-United States
controlled TNCs in 1994 (UNCTAD, 1999b, p.
31).  Perhaps this is not unrelated to the fact
that 61 per cent of United States controlled
TNCs and 67 per cent of non-United States

controlled TNCs paid no income taxes in 1995
(United States, General Accounting Office, 1999,
p. 5).

The development challenge.The development challenge.The development challenge.The development challenge.The development challenge.
Governments of both home and host countries
of TNCs have to develop responses to the
challenges raised by the rapid growth of
international production. Some are mentioned
above, but there are several others, relating,
for instance, to technology transfer,

TTTTTababababable I.5.le I.5.le I.5.le I.5.le I.5.      P P P P Pattern of privattern of privattern of privattern of privattern of private financial floate financial floate financial floate financial floate financial flowswswswsws
in in in in in dededededeveloping and transition economiesveloping and transition economiesveloping and transition economiesveloping and transition economiesveloping and transition economiesaaaaa,,,,,

1993-19981993-19981993-19981993-19981993-1998
(Percentage of totalb)

Bank and
trade-

FDI Portfolio related
Rank Economy inflows equity Bonds lending

1 China 25.7 10.8 4.4 1.3
2 Brazil 7.6 9.6 5.9 39.3
3 Mexico 6.5 10.9 10.8 13.0
4 Argentina 3.8 3.9 18.5 6.4
5 Malaysia 3.7 5.3 1.6 6.6
6 Poland 2.6 2.9 1.9 1.4
7 Chile 2.4 1.0 1.7 7.4
8 Indonesia 2.2 5.9 2.2 -3.7
9 Thailand 2.1 6.6 2.5 1.3
10 Russian Federation 1.8 3.0 15.2 6.8
11 Colombia 1.7 0.4 3.4 0.8
12 Hungary 1.6 1.9 2.1 2.1
13 Venezuela 1.6 1.1 1.8 1.5
14 Republic of Korea 1.6 14.1 12.1 -3.1
15 Peru 1.4 3.0 -0.2 1.2
16 Viet Nam 1.4 0.3 0.0 -0.3
17 India 1.4 6.1 5.6 -0.2
18 Czech Republic 1.1 0.4 1.2 1.8
19 Philippines 1.0 3.2 2.1 0.3
20 Nigeria 1.0 0.0 0.0 -0.5
21 Kazakhstan 0.7 0.0 0.3 1.3
22 Egypt 0.6 2.1 0.0 -0.7
23 Turkey 0.5 3.0 1.4 4.9
24 Romania 0.5 0.1 0.4 0.2
25 Panama 0.4 0.1 0.4 0.0
26 Pakistan 0.4 1.2 0.2 1.0
27 Ecuador 0.4 0.0 -0.0 -0.1
28 Trinidad and Tobago 0.4 0.0 0.0 -0.1
29 Morocco 0.4 0.6 0.1 0.6
30 Azerbaijan 0.4 0.0 0.0 0.1

Total above 77.0 97.5 95.6 90.6
Top 10 58.5 59.9 64.8 79.9
Top 20 72.3 90.5 93.0 83.4

Source: UNCTAD, FDI/TNC database and World Bank,
2000a.

a 30 economies chosen and ranked on the basis of the
magnitude of FDI inflows.

b Cumulative total of developing economies and countries in
Central and Eastern Europe during 1993-1998.  Excluding
Bermuda, Cayman Islands, Hong Kong (China), Saudi Arabia,
Singapore and Taiwan Province of China.
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Source: UNCTAD, FDI/TNC database and BIS, various
issues.

Note: Data for bank loans are available in the BIS
statistics only from 1996 and up to September
1999.  Debt securities include international
money market instruments, bonds and notes.

a Indonesia, Malaysia, the Philippines, the Republic of
Korea and Thailand.
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Source:    UNCTAD, FDI/TNC database.
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Source: UNCTAD estimates.

a Average of the four shares : FDI inflows as a percentage of gross fixed capital formation for the past three years (1995-1997);
FDI inward stocks as a percentage of GDP in 1997; value added of foreign affiliates as a percentage of GDP in 1997; and
employment of foreign affiliates as a percentage of total employment in 1997.

b Only the economies for which data for all of these four shares are available were selected.  Data on value added are available
only for Finland (1996), France (1996), Italy, Japan, Norway, Portugal (1996), Sweden (1996), the United States, China, India
(1995), Malaysia (1995), Mexico (1993), Singapore and Taiwan Province of China (1994).  For other economies, data were
estimated by applying the ratio of value added of United States affiliates to United States outward FDI stock to total inward FDI
stock of the country.  Data on employment are available only for Austria, Denmark (1996), Finland, France (1996), Germany,
Ireland, Italy, Japan, Portugal (1996), Sweden (1998), the United States, Brazil (1995), China, Hong Kong (China), Indonesia
(1996), Mexico (1993) and Taiwan Province of China (1995).  For other economies, data were estimated by applying the ratio of
employment of German and United States affiliates to German and United States outward FDI stock to total inward FDI stock
of the economy.
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new international environment. They should,
for instance, keep room for manoeuvre when
negotiating international investment
agreements in order to ensure that they are able
to further national economic interests.17  They
should use the grace period provided in various
WTO agreements to ensure that they are able
to participate more effectively in international
production, rather than withdraw from it. As
was suggested in WIR99, however, simply
participating in international production in a
static way is not the way to develop: sustained
growth requires that the base of domestic
capabilities be dynamic.  This calls for a number

of policies which, while not directly related
to FDI, are critical to benefiting from it.18

Finally, the spread of international
production also raises complex and challenging
broader policy management issues. There is
no ideal or universal policy towards FDI, and
each country has to mount its own to suit its
needs and capabilities.  This calls for
considerable skill, information and flexibility
on the part of national governments. Bargaining
with TNCs remains vital in a number of areas,
such as large resource extraction projects,
infrastructure projects or large privatizations.

After its establishment in 1995, the World
Association of Investment Promotion Agencies
(WAIPA), headquartered in Geneva,
Switzerland, has grown to a membership of 110
investment promotion agencies (IPAs) from 105
countries.  Although IPAs compete worldwide
for investment capital,  they have many
concerns in common, and there is considerable
need for enhanced cooperation among them.
Therefore, participating agencies in WAIPA
have agreed to promote and develop
understanding and cooperation amongst them;
strengthen information gathering systems and
information exchange; share country and
regional experiences in attracting investment;
assist each other to gain access to technical
assistance and training through referrals to
relevant agencies; facilitate access to funding
and other assistance, through referrals to
relevant bilateral and multilateral agencies, for
the development and implementation of
investment promotion programmes; and  assist
IPAs in advising their respective governments
in the formulation of appropriate investment
promotion policies and strategies.  To this end,
seminars, training courses and workshops, as
well as conferences, are organized by WAIPA
in cooperation with UNCTAD and other
international organizations, and reports on
specific investment promotion issues
published.

The new work programme of WAIPA,
defined at its Fifth Annual Conference in
Bangkok, Thailand, in February 2000, reflects
the challenges with which IPAs will be faced
during the next decade, as well as issues related
to investors' perception regarding the role of

IPAs, regional strategies for investment
promotion, and assistance that can be provided
by international organizations.

While in most countries new policies and
instruments for effective investment promotion
have been put in place, not all countries have been
equally able to benefit from these changes. For
IPAs to meet the challenges of the future will
require continuous evaluation and improvement
in their operational structures as well as quick
adaptation of investment related policies  and
strategies.  In addition, regional cooperation in
investment promotion will assume a more
important role. Many IPAs already take
advantage of the opportunities offered by
increased regional economic integration and
harmonization of policies, and several country
groupings are promoted as single investment
locations.  Indeed, for many IPAs a regional
strategy can assist to overcome such location
disadvantages as small market size, accessibility
problems or supply capacity limitations.

Financial support to the implementation
of WAIPA activities is provided by the
Governments of Ireland and the Netherlands.
Furthermore, the following five international
agencies established a Consultative Committee
to support WAIPA activities and advise on its
work programme: Foreign Investment
Advisory Services (FIAS) of the World Bank,
Multilateral Investment Guarantee Agency
(MIGA), Organisation of Economic Co-
operation and Development (OECD), United
Nations Conference on Trade and Development
(UNCTAD), and United Nations Industrial
Development Organization (UNIDO).

Source:  UNCTAD.

Box I.6.  WBox I.6.  WBox I.6.  WBox I.6.  WBox I.6.  World Association of Investment Promotion Agenciesorld Association of Investment Promotion Agenciesorld Association of Investment Promotion Agenciesorld Association of Investment Promotion Agenciesorld Association of Investment Promotion Agencies



�
28 World Investment Report 2000:  Cross-border Mergers and Acquisitions and Development

So does regulating TNCs in natural monopolies
and providing a modern legal framework for
property rights or dispute resolution. Effective
competition policy is one of the most important
tools in handling the spread of TNCs,
particularly through cross-border M&As (see

1 The value added of all TNC systems in the
world is estimated by extrapolating the data
of foreign affiliates and parent firms of
United States TNCs.

2 Calculated on the basis of 39 countries for
which data for both manufacturing FDI and
gross domestic capital formation are
available.

3 Figures showing high shares (even
exceeding 100 per cent in the case of Malawi)
may result from the fact that the reported
data on capital formation do not necessarily
reflect accurately the actual value of capital
formation and that FDI flows do not
necessarily translate into capital formation.

4 Calculated on the basis of 113 countries for
which data on private capital formation are
available for 1998.

5 See UNCTAD, 1999a for a more thorough
discussion.

6 The total number of DTTs, 1982 include the
following types of DTTs: Income and
Capital, 1754; Income, 4; Individuals/Legal
Entities, 3; Air and Sea Transport, 97; Air
Transport, 9; Air Services, 1; Transport, 2;
Cooperation and Exchange of Information,
15; Inheritance and Gift,  Specific, 56;
Inheritance, 1; Technical/Administrative/
Arbitration, 12; Tax Implementation
Agreement, 1; Taxation of Frontier Workers
Agreement, 1; and Protocols, 26.

7 The ten largest host countries, for example,
accounted for 75 per cent of world FDI
inflows in 1999, compared with 61 per cent
in 1997 and 71 per cent in 1998.

8 Some of these are especially important in
service industries, e.g. management
contracts in the hotel industry.

9 The value of all cross-border M&As on an
announcement basis was $1.1 trillion in
1999.  It should be noted that the value and
number of cross-border M&As differ,
depending on whether they are given on an
announcement or completion basis, or
whether they cover all deals (i.e. including
those of less than 10 per cent) or not.           Data
prior to 1987 are not systematically
collected.  For details see chapter IV.

10 For a more detailed discussion, see chapter
IV.

11 It is a typical case that one dollar of cross-
border M&As does not correspond to one
dollar of FDI.

NONONONONOTESTESTESTESTES

chapters IV-VI). Moreover, it is no longer
sufficient to have a patchwork of good policies
- they have to be integrated across traditional
ministerial and departmental lines to achieve
the coherence needed to raise competition and
promote national development.

12 In current prices.  In constant 1995 world
import prices, this would have been higher.

13 Includes countries that are classified under
developing Europe (i.e. countries of the
former Yugoslavia), according to the United
Nations classification.

14 Measured as the average of FDI inflows as
a percentage of gross fixed capital formation
over the past three years; FDI inward stock
as a percentage of GDP over the latest
available year; value added of foreign
affiliates as a percentage of GDP over the
latest available year; and employment by
foreign affiliates as a percentage of total
employment over the latest available year.
The index is calculated for 53 countries for
which data are available.

15 In practice it is very difficult to distinguish
“high” from “low” quality FDI. Other
conditions remaining equal, FDI projects
with a high technology content or strong
export-orientation are considered by most
developing countries to be of higher
“quality” than projects with low technology
contents and no exports.  Many countries
would consider FDI with strong linkages to
domestic enterprises that help upgrade or
build up local capabilities as being of higher
quality than that with weak linkages and
little technological upgrading.  However,
priorities can vary by specific circumstances.
Countries with high unemployment rates,
for instance, may regard employment-
creating FDI as high quality. Countries with
large unexploited natural resources may
regard extractive FDI as high quality. Those
with weak skills and ample cheap labour
may regard skill- and technology-intensive
FDI as low quality, and so on. The
generalization about quality being
associated with linkages, skills, technology
and export promotion does nevertheless
apply to most developing countries with
established industrial bases.

16 The reverse is certainly happening. A
number of start-up companies from
developing countries like India now have
their initial public offerings in the United
States.

17 For the discussion of the issue of flexibility
in international investment agreements, see
UNCTAD, 2000b.

18 See UNCTAD, 1999a, for a discussion of
such policies.
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D
eveloped countries attracted $636
billion in FDI inflows in 1999,
$156 billion more than in 1998,
accounting for nearly three-
quarters of the world’s total.
The United States and the

United Kingdom continued to lead in both
inward and outward FDI.  The United Kingdom
became the largest outward investor in 1999,
replacing the United States for the first time
since 1988.  These two countries also were the
principal host countries.  Total flows between
the European Union (EU) and the United States
increased significantly in 1999, after doubling
in 1998.  Inflows of FDI to the EU as a region
were an estimated $305 billion, a 23 per cent
increase over the previous year.  Inflows of FDI
to Japan quadrupled: from $3 billion in 1998
to $13 billion in 1999.  Japanese outflows
showed a slight decline, from $24 to an
estimated $23 billion.  The countries of Central
and Eastern Europe, still in transition to a market
economy, managed to retain a stable inflow of
about $23 billion in 1999.1

Flows of FDI to developing countries
increased by 16 per cent in 1999 after stagnating
in 1998.   However, given the rise in flows to
developed countries in 1999, their share in
world FDI inflows continued to decline, falling
in 1999 to 24 per cent from 38 per cent in 1997.
Total flows to developing countries amounted
to $208 billion, some $106 billion went to
developing Asia (including Central Asia and
West Asia), $40 billion of it to China alone.  Latin
America and the Caribbean pulled in 23 per
cent more than in 1998; of the region’s estimated

total flows of $90 billion, some $31 billion went
to Brazil, which was the regional leader for
the fourth consecutive year.  In Africa, large
increases in FDI were recorded in Morocco and
South Africa; the continent (including South
Africa) is estimated to have attracted $10 billion
in inward investment.

Flows of FDI to the 48 least developed
countries (LDCs) increased slightly from $3.7
billion in 1998 to $4.5 billion in 1999.   Despite
this positive development, the LDCs as a group
remain marginalized as they account for only
0.5 per cent of global FDI inflows and 2.2 per
cent of FDI inflows to developing countries.
Angola, Mozambique, the Sudan and Myanmar
were the most important recipients, with FDI
inflows of $1.8 billion, $0.4 billion, $0.4 billion
and $0.3 billion respectively.   Within the LDC
group the 33 African LDCs accounted for a
share of  84 per cent in the total flows to LDCs
in 1999, representing no change to the previous
year.

A.  Developed countriesA.  Developed countriesA.  Developed countriesA.  Developed countriesA.  Developed countries

1.    United States1.    United States1.    United States1.    United States1.    United States

For the third consecutive year, FDI
outflows from the United States continued to
increase, reaching a record $151 billion in 1999,
though the pace of growth slowed down
compared with the two previous years (a 3 per
cent increase).  With this performance, the
United States fell to second place behind the
United Kingdom (figure II.1).  The stock of
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Source: UNCTAD, FDI/TNC database and annex table B.2.

a Ranked on the basis of the magnitude of 1999 FDI outflows.

United Kingdom

United States

France

Germany

Netherlands

Spain

Belgium and Luxembourg

Japan

Sweden

Switzerland

Canada

Denmark

Norway

Ireland

Finland

Australia

Italy

Austria

Portugal

New Zealand

South Africa

Israel

Iceland

Greece

European Union

1999
1998

0 10 20 30 40 50 60 70

510
425

199
119

151
146

108

91



������� 31
�

Chapter II                    Regional Trends

United States FDI abroad (at historical cost)
as of 1999 stood at $1.1 trillion.  During that
year, the United Kingdom was the largest
beneficiary of FDI outflows from the United
States, receiving one-fifth of the total.  Japan,
where United States TNCs had registered net
outflows (i.e.  divestments) in both 1996 and
1997, received about $4 billion in FDI in both
1998 and 1999.   Latin America and the
Caribbean continues to be the biggest
developing recipient region of United States
FDI flows ($23 billion in 19992).   As in previous
years, finance, insurance and real estate were
the most important industries for outward
investment, and accounted for almost one-third
of total United States outflows.  Altogether, the
service sector accounted for 59 per cent of total
outflows from the United States, against 31 per
cent for the manufacturing sector.

Since 1996, FDI inflows into the United
States have exceeded outflows.   In 1999, they
again registered a substantial increase of 48
per cent (which is, however, less than the 1998
increase of  77 per cent).  With a record $276
billion, the United States was the largest host
country in the world in 1999 (figure II.2),
accounting by itself for one-third of global FDI
inflows.  The United Kingdom was the largest
investor in the United States, accounting for
39 per cent of the total, followed by the
Netherlands with 14 per cent.

After a decline in 1997 and 1998,
Japanese FDI flows into the United States rose
to $13 billion in 1999, a level comparable to
that of 1996.  In 1999, the services sector
replaced the manufacturing sector (which was
by far the largest recipient sector in 1998,
accounting for about two-thirds of all inflows),
primarily because of the acquisition of AirTouch
Communications by the Vodafone Group
(United Kingdom) with a transaction value of
$60 billion, the largest completed cross-border
M&A deal in 1999 (annex table A.IV.4).

These large FDI inflows into, and
outflows from, the United States, unperturbed
by the financial crisis, have placed that country
at the centre of the current FDI boom.  Cross-
border M&As, especially between companies
based in the European Union and the United
States, lie in the heart of recent United States
FDI in both directions (table II.1).   But both
the number and the value of cross-border M&A
transactions by United States TNCs exceeding
one billion dollars fell in 1999: from 26 to 21

in terms of number and from $74 billion to $55
billion in terms of value.3  On the inward side,
about 90 per cent of investment outlays by
foreign investors in United States businesses
in recent years were attributed to the acquisition
of United States companies by foreign-based
TNCs (annex table A.IV.8).   Some of these
inflows reflected capital contributions to
existing affiliates in the United States, which
were in turn used to acquire local companies.
This raises the question of whether recent levels
of FDI flows for 1999 can be sustained in the
future.  They may be sustained in the short-
term if the present M&A boom persists with
similar large M&A transactions:  indeed, even
if the pace of M&A activity subsides, a few large
transactions can still lead to very high values
of FDI activity, as in 1999.

There are, however, signs that both sales
and purchases of cross-border M&A activity
are slowing down, reflecting the lower number
of large-scale transactions that characterized
the United States cross-border M&As until 1998.
This could suggest that a decline in United
States FDI flows, both inward and outward,
could take place in the next 1 or 2 years.  For
example, while outflows dropped to $35 billion
in the first quarter of 2000 compared with $38
billion of the quarterly average of 1999, the
corresponding figures for inflows were $42 and
$69 billion, respectively.

From a longer-term perspective,
however, United States FDI outflows are likely
to remain robust, as the country’s TNCs
continue to seek to improve their
competitiveness by accessing new markets and
resources and to generate strong ownership
advantages at home.  Given the size of its
domestic economy, the United States still lags
behind other developed countries with a long
history of outward investment.  The ratio of
outward FDI flows to gross domestic fixed
capital formation for the United States during
the period 1996-1998, at 8 per cent, was
considerably below that of Sweden and the
Netherlands for instance, or even the United
Kingdom; on the inward side, the picture is
similar (figure II.3).  As regards inward
investment, with the value of the United States
dollar virtually unchanged in 1999 (it
appreciated by a mere 1 per cent on a trade-
weighted basis against a group of seven major
countries),4 it is unlikely that the burst of FDI
flows was dictated by low asset prices.  The
rates of return earned by non-financial foreign
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Source: UNCTAD, FDI/TNC database and annex table B.1.

a Ranked on the basis of the magnitude of 1999 FDI inflows.
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affiliates in the United States were also
consistently lower than for non-financial local
companies, although the gap appeared to be
narrowing (Mataloni, 2000).   The main motives

for high FDI inflows were clearly access to the
huge and rapidly growing market and the pull
of dynamic technological activity there.  These
attractions are likely to persist in the future.

TTTTTababababable II.1.le II.1.le II.1.le II.1.le II.1.      Sales and pur Sales and pur Sales and pur Sales and pur Sales and purccccchases of crhases of crhases of crhases of crhases of cross-boross-boross-boross-boross-border M&As in the United States,der M&As in the United States,der M&As in the United States,der M&As in the United States,der M&As in the United States,

bbbbby home region/country home region/country home region/country home region/country home region/countryyyyy,,,,, 1987-1999 1987-1999 1987-1999 1987-1999 1987-1999
(Billions of dollars)

(a)   Sales

        Developed countries            Developing countries

Latin South, Central
America East and and

United and the South-East Eastern
Year World Total EU Japan Statesa Total Africa Caribbean Asia  Europeb

1987  51.8  50.5  23.0  3.2  21.8  1.3  0.1 -  1.0 -
1988  63.9  63.1  19.0  10.8  17.7  0.7 - -  0.7 -
1989  68.8  66.6  35.9  5.7  19.3  2.2 -  0.9  1.3 -
1990  54.7  50.9  26.8  7.7  10.8  3.8 -  0.4  1.8 -
1991  28.2  27.7  12.7  10.5  3.6  0.5 -  0.1  0.3 -
1992  15.8  14.6  6.7  3.4  3.5  1.2 -  1.0  0.1 -
1993  20.0  18.5  9.2  0.8  6.4  1.5 -  0.7  0.4 -
1994  44.7  42.6  19.0  0.4  9.2  2.1 -  1.0  0.8 -
1995  53.2  49.3  19.3  2.1  13.4  3.9 -  2.0  1.6 -
1996  68.1  66.0  42.1  4.4  8.8  2.0 -  1.0  1.1 -
1997  81.7  78.7  39.2  1.6  16.8  3.0 -  0.4  2.0 -
1998  209.5  206.1  148.4  0.7  22.7   3.4 -  2.5  0.7 -
1999  233.0  215.1  184.3  0.4  10.9  17.9  0.4  16.8  0.6 -

(b)  Purchases

        Developed countries            Developing countries

Latin South, Central
America East and and

United and the South-East Eastern
Year World Total EU Japan Statesc Total Africa Caribbean Asia  Europeb

1987  28.4  27.3  2.1 -  21.8  1.2 -  1.1  0.1 -
1988  24.2  23.9  4.4 -  17.7  0.3 -  0.1  0.2 -
1989  38.9  38.3  12.4  1.6  19.3  0.6 -  0.1  0.5 -
1990  27.6  24.5  6.5 -  10.8  2.9  0.4  2.2  0.3  0.2
1991  16.6  14.5  7.9  0.1  3.6  2.0 -  2.0 -  0.1
1992  15.0  12.5  5.9  0.1  3.5  2.1 -  1.3  0.8  0.4
1993  21.4  17.9  9.5  0.1  6.4  3.2 -  2.7  0.5  0.3
1994  28.5  25.6  12.3  0.3  9.2  2.6 -  2.3  0.3  0.2
1995  57.3  52.4  26.3  0.4  13.4  4.6 -  3.8  0.7  0.3
1996  60.7  50.3  28.2  0.3  8.8  8.9 0.2  7.1  0.4  1.5
1997  80.9  60.0  24.9  0.3  16.8  20.4  0.1  16.3  3.9  0.5
1998  137.4  115.6  62.8  4.0  22.7  20.8 -  15.6  5.2  0.3
1999  112.4  98.0  51.5  8.7  10.9  13.7 -  7.9  5.8  0.7

Source: UNCTAD, cross-border M&A database, based on data from Thomson Financial Securities Data Company.

a Sold by foreign affiliates operating in the United States to United States firms and/or sold by United States firms to foreign
affiliates operating in the United States.

b Includes the countries of the former Yugoslavia.
c Acquisition of United States firms by foreign affiliates operating in the United States and/or acquisition of foreign affiliates operating

in the United States by United States firms.
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Source: UNCTAD, FDI/TNC database and annex table B.5.

a Ranked on the basis of the magnitude of 1996-1998 FDI inflows as a pecentage of gross fixed capital formation.
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2.    Eur2.    Eur2.    Eur2.    Eur2.    European Unionopean Unionopean Unionopean Unionopean Union

The position of the EU as the world’s
most important source of FDI was reconfirmed
in 1999 as outflows of FDI rose for the sixth year
in a row.  Firms of the EU accounted for
outward flows of $510 billion, an increase of
20 per cent over 1998.   The United Kingdom
maintained its status as the largest investor this
year not only in Europe, but globally.  The
United Kingdom, which alone accounted for
39 per cent of total EU outflows, was followed
by two other large economies, France and
Germany, and by the Netherlands (figure II.1
and annex table B.2).  In terms of growth,
Denmark, France and Spain reported the largest
increases, while FDI from Finland, Italy and
Germany fell significantly in 1999.   As in earlier
years, FDI outflows from EU countries greatly
surpassed the level of EU inflows.  The
discrepancy continued to expand from $95
billion in 1997 and $177 billion in 1998 to reach
$205 billion in 1999.

Inflows of FDI to the EU countries
increased by 23     per cent to a total of $305 billion,
higher than inflows into the United States
(annex table B.1).  The United Kingdom
remained the largest recipient in the EU, with
the small economy of Sweden as the runner-
up with a growth rate of more than 200 per
cent compared with 1998.   France and the
Netherlands were in third and fourth places,
respectively (figure II.2).  The remarkable
increase in inward investment to Sweden was
mainly the result of the merger between the
two pharmaceutical companies Astra (Sweden)
and Zeneca (United Kingdom).   Inflows to

Ireland more than doubled, in which M&As
(e.g.  the acquisition of Telecom Eireann by
Iranian investors with an acquisition value of
$4.4 billion) played an important role.   On the
other hand, inflows to Portugal, Finland,
Austria, Belgium and Spain declined markedly
compared with the year before.

Distinguishing between intra-EU and
extra-EU flows, it appears that FDI between
the EU and other parts of the world is gaining
in importance.  In the case of both outward
and inward flows, the intra-EU share of total
FDI was at its lowest level in 1998 since 1992
(figure II.4).   In 1998, extra-EU FDI was
dominated by the United States, which
accounted for 59 per cent of total outflows and
69 per cent of total inflows.  About one-quarter
of flows in both directions was related to
Central and South America and the EFTA
countries, while the share of the rest of the
world was only some 10 per cent (Eurostat,
2000).

European FDI developments in 1999
were more than ever driven by M&As.  The
value of cross-border M&A sales and purchases
within Europe increased by 83 per cent and
75 per cent, reaching $345 and $498 billion
respectively.5  The EU accounted for almost
half of all global cross-border sales of M&As
and as much as 70 per cent of global purchases
(table IV.3).  Companies of the EU were
involved in all but one of the ten largest cross-
border M&As in 1999 (table IV.4), with
Vodafone’s takeover of AirTouch
Communications and the merger between Astra
and Zeneca topping the list.
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Source:  Eurostat, 2000.
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TTTTTababababable II.2.le II.2.le II.2.le II.2.le II.2.      Sectoral distrib Sectoral distrib Sectoral distrib Sectoral distrib Sectoral distribution of intra-EU and eution of intra-EU and eution of intra-EU and eution of intra-EU and eution of intra-EU and extra-EU floxtra-EU floxtra-EU floxtra-EU floxtra-EU flows,ws,ws,ws,ws, 1997-1998 1997-1998 1997-1998 1997-1998 1997-1998

                        Outflo                        Outflo                        Outflo                        Outflo                        Outflowswswswsws                      Inflo                     Inflo                     Inflo                     Inflo                     Inflowswswswsws

                    Intra-EU                        Extra-EUa                      Intra-EU               Extra-EUa

  Sector/industr  Sector/industr  Sector/industr  Sector/industr  Sector/industryyyyy ECU million Per cent ECU million Per cent ECU million Per cent ECU million Per cent

All industriesAll industriesAll industriesAll industriesAll industriesbbbbb 199 323199 323199 323199 323199 323 100.0100.0100.0100.0100.0 281 190281 190281 190281 190281 190 100.0100.0100.0100.0100.0 163 963163 963163 963163 963163 963 100.0100.0100.0100.0100.0 131 432131 432131 432131 432131 432 100.0100.0100.0100.0100.0

PrimarPrimarPrimarPrimarPrimaryyyyy -2 919-2 919-2 919-2 919-2 919 -1.5-1.5-1.5-1.5-1.5 70 86170 86170 86170 86170 861 25.225.225.225.225.2 548548548548548 0.30.30.30.30.3 -594-594-594-594-594 -0.5-0.5-0.5-0.5-0.5

ManManManManManufacturingufacturingufacturingufacturingufacturing 65 54565 54565 54565 54565 545 32.932.932.932.932.9 87 18687 18687 18687 18687 186 31.031.031.031.031.0 38 45038 45038 45038 45038 450 23.523.523.523.523.5 38 49838 49838 49838 49838 498 29.329.329.329.329.3
Food products 1 015 0.5 4 228 1.5 5 545 3.4 1 532 1.2
Textiles and wood 9 567 4.8 6 098 2.2 6 633 4.0 3 051 2.3
Petrol, chemicals and rubber 17 922 9.0 13 702 4.9 10 625 6.5 9 535 7.3
Metal and mechanical 12 635 6.3 6 902 2.5 5 504 3.4 4 111 3.1
Office machinery and radio 6 286 3.2 3 950 1.4 1 854 1.1 14 280 10.9
Motor vehicles, other
   transport equipment 3 091 1.6 44 344 15.8 4 567 2.8 2 878 2.2

SerSerSerSerServicesvicesvicesvicesvices 134 259134 259134 259134 259134 259 67.467.467.467.467.4 122 819122 819122 819122 819122 819 43.743.743.743.743.7 121 730121 730121 730121 730121 730 74.274.274.274.274.2 93 14893 14893 14893 14893 148 70.970.970.970.970.9
Electricty, gas and water 4 622 2.3 5 203 1.9 34 - 12 460 9.5
Construction 1 431 0.7  871 0.3  952 0.6 884 0.7
Trade and repairs 22 824 11.5 16 897 6.0 14 111 8.6 6 829 5.2
Hotels and restaurants 277 0.1 -2 651 -0.9 596 0.4 2 499 1.9
Transports, communication 4 124 2.1 13 385 4.8 8 363 5.1 9 051 6.9
Financial intermediation 51 012 25.6 66 068 23.5 43 811 26.7 29 988 22.8
Real estate and business
    activities 41 204 20.7 21 630 7.7 49 493 30.2 27 682 21.1
Other services 8 765 4.4 1 416 0.5 4 370 2.7 3 755 2.9

Source: UNCTAD, based on Eurostat, 2000.

a FDI flows which are not intra-EU, thus including flows which are not classified as either intra- or extra-EU.
b Includes FDI flows which are not allocated according to industry.

These cross-border FDI flows in Europe
are partly a response to the ongoing integration
and liberalization affecting much of European
industry.  The implementation of the various
single market directives and subsequent
deregulation efforts at both national and EU
levels have made national borders increasingly
obsolete.  The industries that have been the
most affected during the late 1990s are in the
service sector, including financial
intermediation, telecommunications, electricity,
media and transportation.  The sectoral
breakdown of FDI flows reveals the growing
importance of these industries in European FDI
(table II.2).  During the period 1997-1998,
services accounted for more than 70 per cent
of both intra- and extra-EU FDI inflows, with
financial intermediation, real estate and other
business activities the main recipient industries.
In terms of outward FDI, there was a marked
difference between intra-EU and extra-EU
flows.   While services accounted for 67 per
cent of total intra-EU outflows, the share in
total extra-EU outflows was only about 44 per
cent.  Financial intermediation was the primary

generator of service-related FDI, accounting
for 62 per cent of the EU outflow of all FDI in
services in 1998.  Throughout the 1990s, services
have accounted for a greater proportion of
inflows to the EU compared with EU firms’
FDI outside of the Union.  This discrepancy
has widened in recent years (figure II.5).

Due to the merger between BP (United
Kingdom) and Amoco (United States) in the
petroleum business, primary industries grew
in importance in extra-EU outflows of FDI in
1998.  Within manufacturing, the share of the
motor vehicles industry in extra-EU outflows
rose considerably.  The 1998 merger between
Daimler (Germany) and Chrysler (United
States) played an important role, making motor
vehicles by far the most important industry
in German FDI outflows that year.  For the first
time, motor vehicles also became the largest
manufacturing sector in EU outflows, taking
the lead from the chemical industry (Eurostat,
2000).  The consolidation of the automotive
industry continued at a high pace in 1999 and
2000, examples of which are the following:
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Ford’s acquisitions of Volvo Cars and Land
Rover (the latter from BMW); Volkswagen’s
acquisition of Scania, the Swedish heavy truck-
maker; Renault’s takeover of Samsung Motor
Inc.  (Republic of Korea); the acquisition of a
33 per cent  stake of Mitsubishi Motors by
DaimlerChrysler; Renault’s 37 per cent equity
acquisition of Nissan; and Volvo’s acquisition
of Renault’s truck division (chapter IV).

Although it is difficult to assess the full
impact of the Euro on FDI, the current
reshaping of European industry is likely to be
affected by the single currency.  It has created
a liquid market in European corporate bonds,
which companies are increasingly using to
refinance bank debt and to raise money for
M&A activity.6  The single currency will also
contribute to greater price transparency and
increased competition in Europe, putting more
pressure on firms to restructure and consolidate
their operations.

Contrary to expectations, however, it
does not appear that the launch of the Euro
has had a major negative impact on the inflow
of FDI to EU members that have not
participated in the European Monetary Union
(EMU).   Inward FDI to the EMU countries
decreased somewhat (-2 per cent) between 1998
and 1999, though the level of flows remained
high (figure II.6).   On the other hand, FDI
inflows to the non-EMU members increased
by 66 per cent.   Inflows to the United Kingdom,
Sweden and Denmark have increased every
year since 1996 (figure II.6).   However, this
does not mean that the Euro will not affect FDI
flows in the longer term.   First, as the
dominance of M&As in FDI makes the data

highly sensitive to individual business
transactions, FDI statistics should be
interpreted with caution.  Second, it is still too
soon to assess the longer-term impact of the
single currency on FDI (UNCTAD, 1999a).
There are several studies suggesting that the
non-EMU countries may suffer from staying
outside.  For example, in a survey of leading
British economists, two-thirds of 164
respondents stated that joining the European
single currency would be beneficial for the
economy of the United Kingdom.7  The major
advantage provided by the Euro, they said,
would be a more stable exchange rate.  This,
in turn, would enable United Kingdom
companies, whose major source of revenue are
exports to other EMU countries, to reduce risk
and related foreign exchange transaction costs.
TNCs whose United Kingdom affiliates export
to other EMU countries would probably be in
favour of the United Kingdom joining the EMU.
The same message was given by foreign
affiliates in Sweden.  Whereas none expected
a Swedish membership in the EMU to lead to
a reduction of FDI into Sweden, more than one
quarter of foreign affiliates stated that joining
the EMU membership would result in more
investment into Sweden (Invest in Sweden
Agency, 2000).

To conclude, FDI is a central element
in the current European restructuring process.
Cross-border M&As play an important role as
a way for firms to respond to deregulation and
increased competition.  Major M&A
transactions announced or completed in the
beginning of 2000 (e.g.  Vodafone AirTouch-
Mannesmann) suggest that FDI flows will
remain at historically high levels.  Nevertheless,
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the EU continues to attract considerably less
FDI than what it undertakes abroad, with the
United States receiving most of the outward
FDI of the EU.

3.  Japan3.  Japan3.  Japan3.  Japan3.  Japan

Cross-border M&As dominated
Japanese FDI inflows and outflows in 1999.
Outflows of FDI from Japan declined by 6 per
cent, to $23 billion in 1999, while inflows
quadrupled, to reach a record level of $13
billion.  The imbalance between inflows and
outflows fell to the lowest level since Japanese
authorities started to collect FDI statistics
(figure II.7) comparable to other major
developed countries (e.g.  France, Germany,
and the United Kingdom).   This is a remarkable
and sudden shift: only a few years ago, foreign
investors regarded Japan as extremely difficult
to enter.  More surprisingly,  in spite of the
traditional Japanese view that M&As are not
suited to the country’s business culture, most
of the new FDI inflows came through a spate
of large M&As.  For example, the purchase of
Japan Leasing Corporation by General Electric
Capital, with a transaction value of $6.6 billion,
was alone equivalent to about twice the value
of the inflows registered in 1998.   The purchase
of a 37 per cent stake of Nissan by Renault was
valued at $5.4 billion.  Cable and Wireless
invested $700 million in IDC.

Both the number and the value of
inward FDI projects increased significantly in
1999.  This mirrors strategic changes in Japanese

companies, which are increasingly viewing
M&As as a means to revitalize and restructure
their companies.  This stance is encouraged
by a series of recent incentives and deregulation
measures related to M&A FDI (box IV.7).

Inflows of FDI in the financial industry
grew dramatically beginning in 1997, when
Japan started to liberalize financial services.
Inflows of FDI were relatively small in
manufacturing as compared to services, but
inflows into specific manufacturing industries,
e.g.  automobiles, have been rising lately.  These
have been mainly on account of some large-
scale  M&As – Ford-Mazda in 1998, Renault-
Nissan in 1999 and DaimlerChrysler-Mitsubishi
Motors in 2000.  As a result, the shares of
financial industries and transport equipment
in FDI inflows increased from 4 per cent in 1996
to 21 per cent in 1999 in the former, and from
20 per cent in 1996 to 36 per cent in 1999 in
the latter.8

With regard to FDI outflows,  two
features should be noted.  On the one hand,
FDI outflows were seriously affected by
restructuring in the financial services industry.9
On the other hand, the relative importance of
M&As as a mode of entry by Japanese TNCs
declined over the past few years.  Since the
late 1980s, Japanese companies have
increasingly used M&As as a mode of entry
into developed countries, notably the United
States.  However, the number of foreign
affiliates established through M&As as a share
of total new Japanese foreign affiliates declined
from 17 per cent in 1983 to 12 per cent in 1995
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(UNCTAD, 1999a, p.  99).  The decline was the
result of the increasing number of greenfield
affiliates in developing countries.  The number
of affiliates created through M&A as a share
of the number of new Japanese affiliates in
developing countries was halved from 17 per
cent in 1983 to 8 per cent in 1995.  Even though
M&As by Japanese TNCs increased in Asia after
the financial crisis (as noted elsewhere —
UNCTAD, 1999a), this was mainly in the form
of additional equity or intra-company loans
to existing affiliates affected by the crisis.   Few
new affiliates were established through M&As
in 1998 and 1999.10

It should be noted, however, that on a
value basis outward FDI through M&As
increased in importance recently, mainly due
to a few large deals.   For example, the value
of the ($7.8 billion) purchase of the international
tobacco business of RJR Nabisco by Japan
Tobacco — the largest cross-border M&A
involving a Japanese firm — alone was
equivalent to about a third of Japanese outward
FDI in 1999.11

Some broader implications of these
changes are worth noting.  An indication of
the possible decline of Japanese international
competitiveness is its serious slippage in
the rankings of the International Institute
for Management Development’s World
Competitiveness Yearbook: from number 1 in 1989-
1993 to 16 in 1999 (IMD, 1999).  This reflects
weaknesses in the performance of the domestic
economy, especially in financial and corporate
management.  With declining (new) domestic
capital expenditures since 1997, what Japanese
industry seems to need to regain global
competitiveness is not new investment as much
as management know-how and practices in a
globalizing world.  Cross-border M&As may
assist this process.

In 1999, Japanese TNCs started to
increase production and hire or rehire
employees in the Asian countries most
seriously affected by the financial crisis.12  The
slow-down of the domestic economy and the
rise of the yen have encouraged them to further
expand and deepen their international
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production networks.  The allocation of specific
functions to foreign affiliates has accelerated.
The number of foreign affiliates designated as
regional headquarters doubled in 1995 and rose
by 59 per cent in 1996.   This number was stable
in 1997.   As a result, one quarter of all Japanese
foreign affiliates functioned as regional
headquarters in 1997 (Japan, MITI, 2000).

While international production by
Japanese TNCs is continuing to grow, its share
in total production still lags behind other major
home countries such as Germany or the United
States (figure II.8).  Prospects for further
increases in international production in the near
future are limited.  Only about one-fifth of
Japanese TNCs surveyed in 1999 plan to
increase their investments in the next three
years, compared to 38 per cent in 1998.13  For
inward FDI, about one-third of foreign affiliates
operating in Japan planned to expand their
business (JETRO, 2000); this compares to two-
fifths of those surveyed in the previous year.14

For the moment, foreign firms in Japan are
trying simply to maintain their operations.

B.    Developing countriesB.    Developing countriesB.    Developing countriesB.    Developing countriesB.    Developing countries

1.   Africa1.   Africa1.   Africa1.   Africa1.   Africa

Inflows of FDI into Africa (including
South Africa)15 rose by 28 per cent, from  $8
billion in 1998 to $10 billion in 1999 (figure II.9).
This growth rate is higher than that of other
developing countries.   However, this was not
enough for Africa to increase its share in global
FDI inflows.  It remained at the low level of
1.2 per cent in 1999,  compared to 2.3 per cent
in 1997 and 1.2 per cent in 1998.  This
performance should, however, be seen against
the backdrop of dramatic increases in FDI
inflows to developed countries in 1998-1999.

Recent FDI inflows to Africa have been
growing faster than at the beginning of the
1990s, a result, among other things, of the efforts
of many African Governments to create a more
business-friendly environment after the
turbulent 1970s and 1980s.  But the real
challenge for the continent lies ahead:
integration into the global economy, including

Source: Japan, MITI, 2000.

a The share of sales by affiliates abroad in total sales of the country.
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integration into the regional or global
production networks of TNCs.  Only then will
the continent become a more prominent player
in the world market and benefit more from FDI.

Given the limited amounts of FDI flows
in absolute terms it is not surprising that most
African countries receive small FDI flows.
However, Angola, Egypt,  Morocco, Nigeria,
South Africa and Tunisia have attracted sizeable
amounts of FDI in recent years (figure II.10).
In 1999 the amounts received by Angola and
Egypt were particularly impressive: for the
former because of investment in petroleum,
and for the latter, mainly on account of
deregulation and privatization.  .  .  .  .  As a result,
these two countries became the largest
recipients of FDI flows in 1999 in Africa,
overtaking Nigeria, which had been
traditionally the largest.  Increases in FDI flows
to Ghana and South Africa are also noteworthy.

The distribution of FDI inflows between
the different regions in Africa has changed
somewhat.  North Africa (led by Egypt)
attracted a slightly higher share of FDI flows
during 1997-1998 than in the previous years.
In 1999, this share rose to 29 per cent.  The
oscillations in recent FDI inflows into Morocco
reflect its privatization programme, with large
projects determining their lumpiness.  The
Libyan Arab Jamahiriya has matched the lifting
of the external embargoes with a liberalization
of internal policies, permitting FDI in some
industries.  If this continues, it might have rising
FDI inflows in the future.

Sub-Saharan Africa (including South
Africa) had its share in total FDI inflows to
Africa slightly reduced from 72 per cent in 1998
to 71 per cent in 1999.  However, the
development in the sub-region was not
uniform; some countries managed to attract
rapidly increasing FDI inflows in recent years.
Angola and Mozambique have been
particularly successful (annex table B.1).

Measured against other indicators, such
as GDP or gross domestic capital formation,
FDI in a number of small African countries
appears much more sizeable than figures for
absolute inflows might suggest.   Angola,
Equatorial Guinea, Lesotho and Zambia rank
high if FDI inflows are related to gross domestic
capital formation (figure II.11).   A similar
ranking emerges when FDI inflows are
measured against GDP.  The two rankings give
different pictures of locational attractiveness,
although neither has changed much in the past
few years.

There is evidence of diversification in
sources of FDI to Africa.  In 1998, the United
States maintained its position as the most
important investor; it had lost this position to
the United Kingdom and to France for a
number of years up to 1995: in the period 1994-
1998, its FDI outflows to Africa totalled $7.6
billion (figure II.12).   France and the United
Kingdom ranked second and third, with
outflows to Africa of $2.5 billion each.
However, the combined share of France, the
United Kingdom and the United States

decreased from 77 per cent of total
FDI flows from OECD countries to
Africa in 1984-1988 to 71 per cent
in 1989-1993 and 65 per cent in 1994-
1998.   Other countries, notably such
as Germany and the Netherlands,
gained in importance.  Thus, at least
as far as Europe is concerned, the
basis for FDI flows to Africa is
widening over time, with an
increasing number of countries
becoming important sources for FDI
into Africa.

Evidence on the sectoral
distribution of FDI outflows to
African countries remains patchy.
United States FDI is mainly in
natural resources, led by petroleum
(UNCTAD, 1999b).  French FDI also
shows an increased share for natural
resource extraction.  On the other
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Source:  UNCTAD, FDI/TNC database.
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hand, FDI from Germany, the Netherlands and
Switzerland has gone mainly into
manufacturing, while outflows from the United
Kingdom have gone mainly into service
industries.

    In addition, there is evidence that
ongoing privatization programmes have
triggered an increasing number of FDI projects.
Approximately 14 per cent of FDI flows going
into Africa during 1990-1998 have been linked
to privatization (Pigato and Liberatori, 2000, p.
1).  In 1998 alone, foreign investment through
privatization triggered a total of $694 million in
foreign exchange reserves in sub-Saharan
Africa.16  This figure was only exceeded in 1997,
an exceptional year marked by large
privatization projects in South Africa.  In sub-
Saharan Africa, South Africa ($1.4 billion),
Ghana ($769 million), Nigeria ($500 million),
Zambia ($420 million) and Côte d’Ivoire ($373
million) were the most important recipients of
privatization-related FDI during the period
1990-1998.  In terms of industries, the bulk of
privatization (including projects with domestic
as well as with foreign participation) took place
in telecommunications (with a total volume
of $2.5 billion during the period 1990-1998) and
mining ($1.4 billion) (Pigato and Liberatori, 2000).

Although there has been a slowdown in
privatization-related FDI in 1999 as compared
to the mid-1990s mainly due to fewer
privatization projects being offered, this trend
is likely to be reversed in the near future.  Some
countries in sub-Saharan Africa, such as Kenya,
Nigeria, Lesotho and South Africa, are
preparing for major privatizations in the next
few years, offering opportunities for FDI in the
power, telecommunications and transport
industries.

As to FDI outflows from Africa, they
stood at $2 billion in 1999, $0.3 billion lower
than in 1998 (annex table B.2).  Major home
countries for FDI outflows from Africa are –
as in previous years – South Africa, the Libyan
Arab Jamahiriya and Nigeria (figure II.13).   In
1999, Uganda was also among the top countries
in terms of FDI outflows, partly reflecting a
large acquisition in the United States in 1999
(acquisition of Vistana by Starlight
Communications with a transaction value of
$406 million).

A joint survey by UNCTAD and the
International Chamber of Commerce (ICC) of
296 of the world’s largest TNCs at the beginning
of 2000 provides insights into the prospects for
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Source: UNCTAD, FDI/TNC database and annex table B.1.

a Ranked on the basis of the magnitude of 1999 FDI inflows.

1999

1998

0.0 0.5 1.0 1.5 2.0

Angola

Egypt

Nigeria

South Africa

Morocco

Mozambique

Sudan

Tunisia

Côte d’Ivoire

Gabon



������� 43
�

Chapter II                    Regional Trends

����������		
0���������
���� �������������!�����!�������"�������������#������������.������������	��$&	����

�����������

Source: UNCTAD, FDI/TNC database and annex table B.5.

a Ranked on the basis of the magnitude of 1996-1998 FDI inflows as a percentage of gross fixed capital formation.
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a Ranked on the basis of the magnitude of 1999 FDI outflows.

Source: OECD, unpublished data.

Note: FDI flows figures 1981-1997 are calculated as 3-year moving average.  Data for the United Kingdom are not available for 1998.
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FDI in the continent (box II.1).  Overall, the
assessment of the TNCs that responded to the
survey suggests that the increase in FDI inflows
into Africa in recent years might be sustained
in the future.  One-third of the TNCs that
responded said that they intended to increase
investment in the next three to five years (figure
II.14), while more than half expect their
investments to remain stable.

Box II.1.  Who was surveyed?Box II.1.  Who was surveyed?Box II.1.  Who was surveyed?Box II.1.  Who was surveyed?Box II.1.  Who was surveyed?

All in all, a total of 296 companies were
contacted between November 1999 and
January 2000.  The sample included 196
companies from the database of the top 100
TNCs of UNCTAD and the 50 largest TNCs
from developing countries.  The top 100 and
top 50 databases do not include companies
from the financial industry (including banks
and insurance companies) for statistical
reasons, but this industry accounts for a
significant share in worldwide FDI flows – 50
financial companies were also included in the
survey.

All in all, 63 useful responses were
received, representing a 21 per cent response
rate.  The responding firms had a total of $658
billion in foreign assets in 1997, which
corresponded to 5 per cent of total foreign
assets worldwide that year.  These companies
had 1.6 million employees abroad (or 5 per
cent of total foreign employment by all TNCs)
and foreign affiliate sales of $625 billion (7 per
cent of total foreign sales by the foreign
affiliates of all TNCs).   About 59 per cent of
the companies that responded are based in
Europe, 14 per cent in North America, 11 per
cent in Japan and 13 per cent in developing
countries.  Some 3 per cent of the responding
companies are headquartered in Africa.
Compared to the overall sample, the share of
European companies in the group of
companies that responded was higher, while
that of North American and Japanese firms
was considerably lower.  In terms of industrial
sectors, 6 per cent of the industries included
in the survey were companies from the
primary sector, 56 per cent were
manufacturing companies, and 37 per cent
service companies.

Some 81 per cent of the responding TNCs
produce mainly for the local market, while 24
per cent produce mainly for export to
countries outside Africa.

Source:   UNCTAD.

Though a number of companies did not
respond to the survey, which should caution
against undue generalization, it is encouraging
that only 6 per cent of the responding
companies were considering reducing their
investment from current levels or pulling out
completely.  More than 43 per cent of the
respondents expected that Africa’s overall
prospects for attracting FDI would improve
in the next three to five years, compared with
the past three years.  Slightly more (46 per cent)
did not expect prospects to change.  A majority
of the companies (73 per cent) assessed the
overall potential for FDI in Africa as “limited”
and only 12 per cent found it to be “very large”
or “large”, implying that there is potential in
Africa, but that it is not obvious.

South Africa topped the list of the most
attractive countries for FDI in Africa (figure
II.15a), followed by Egypt and — at some
distance — by Morocco and Nigeria.  In general,
countries with a relatively high level of
development or relatively large domestic
markets dominate the list of the most attractive
countries.  This preference is also reflected in
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1999-January 2000.
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the rating of countries expected to make the
most progress in creating a business-friendly
environment in the next three to four years.
South Africa was the most frequently cited
(figure II.15b), followed by Morocco and Egypt.
Next on the list are Tunisia, Côte d’Ivoire and
Ghana, in that order.  However, Mozambique
and the United Republic of Tanzania, two of
the least developed countries, are also ranked
relatively high.  This might be an indication that
some TNCs are beginning to take a differentiated
view of the 53 countries that make up the African
continent.  Overall, the ranking is in line with
the list of the main recipients of FDI in Africa,
since South Africa and Nigeria, together with
the two North African countries of Egypt and
Morocco, account for most inflows into Africa
(figure II.10 and annex table B.1).  The survey
suggests that this order will not change
dramatically in the near future.

The growth and size of local markets and
access to regional markets rank next to the
profitability of FDI as the most enticing factors
and were mentioned most frequently as
influencing corporate investment decisions in
a positive way (figure II.16a).

On the negative side, the incidence of
extortion and bribery and the difficulty of
access to global markets were the most
discouraging factors cited (figure II.16b).  This
was followed by the overall political and
economic outlook — poor  access to capital,
high administrative costs of doing business and
deficiencies in the state of the physical

infrastructure.   Most of the responding TNCs
were already located in Africa and most of them
in countries with attractive markets, which
might explain the fact that factors related to
the characteristics of the market rank relatively
low in their list of negative determinants, while
other factors, such as access to global markets,
access to capital and skilled labour, cost of doing
business, and the state of the physical
infrastructure ranked prominently.

The findings on the industries where
TNCs see the greatest potential for FDI in 2000-
2003 support this result (figure II.17).  The most
frequently mentioned industries for Africa are
either natural-resource-seeking or market-
seeking, with the exception of tourism, which
is difficult to classify according to the motives
of FDI decisions.  Industries such as textiles
and clothing, where FDI is efficiency-seeking,
are low on this list.  The results confirm that
Africa’s investment opportunities are perceived
to be broader than those suggested by the
traditional image of the continent as a mere
provider of natural resources.

The assessment of investment potential
by industry varied according to region.  The
poll gave the following regional profiles:17

• North Africa: petroleum, gas and related
products, telecommunications and
tourism were the most frequently
mentioned industries with investment
potential, followed by agriculture and
motor vehicles;
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2000.

a Replies as a percentage
of responding TNCs.
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• West Africa: petroleum, gas and related
products, as well as mining, quarrying,
agriculture, forestry and telecom-
munications;

• East Africa: tourism, followed at a
considerable distance by telecom-
munications;

• Central Africa: a few opportunities in
mining and quarrying, and forestry;

• Southern Africa: tourism and transport
and storage, followed by telecom-
munications, mining and quarrying,
metals and metal products, motor vehicles,
food and beverages, pharmaceutical and
chemical products and agriculture.

The results of the survey also point to
a severe “image” problem for Africa.  More
than half of the respondents (56 per cent) stated
that the actual business environment is better
than the continent’s image would suggest, in
at least some African countries, while a quarter
made the same observation about “many”
African countries.  Only a small minority (6
per cent) thought that in no African country is
the actual business climate better than the
external image.  These results call for more
efforts on the part of the international
community to change the image of Africa and
to provide investors with a more differentiated
picture of the continent.

When comparing the results of the TNC
survey with those of the survey UNCTAD
carried out in 1999 among African investment
promotion agencies (IPAs), some interesting

differences, as well as similarities, come to the
fore:

• With respect to the most promising
industries, the top ten industries named
by TNCs are similar to those named by
IPAs.  While both mentioned a wide range
of industries, TNCs give a little more
weight to industries from natural-
resource-based industries, such as
petroleum and metal, as well as metal
manufacturing industries;

• As for the most attractive countries for
FDI, the bias towards North African
countries and large as well as more
developed countries in sub-Saharan Africa
is accentuated on the TNC list, while the
IPA list also features a number of smaller
countries, such as Botswana, Namibia and
Mauritius — as well as a least developed
country, Mozambique;

• As regards the positive  determinants
influencing investment decisions, while
TNCs ranked markets high and efficiency-
seeking low, IPAs rated access to global
markets, along with the regulatory
framework and incentives, much higher;

• The findings concerning the factors that
are expected to have a negative impact on
FDI during the period 2000-2003, largely
overlap and coincide: both TNCs and IPAs
mention extortion and bribery most
frequently as having a negative impact on
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FDI in the coming years, and also agree
that high costs of doing business,
deficiencies in access to capital, and the
relatively poor state of the physical
infrastructure represent major obstacles.

While there is considerable overlap
between the views of TNCs and IPAs, the
different perceptions as to the most attractive
countries and industries may hint at a certain
degree of wishful thinking on the part of the
IPAs.  TNCs are less inclined to invest in smaller

African countries and in globally integrated
industries, such as textiles or mechanical and
electric equipment, than most IPAs assume.

As for the policy conclusions to be
drawn from the survey, many African countries
that seek to attract FDI need to continue to
improve investment conditions, in particular
for efficiency-seeking investment.  This
includes (apart from general efforts to increase
economic and political stability) the reduction
of red tape and serious efforts to fight
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corruption, improvement of physical
infrastructure and a better-trained workforce.
In addition, smaller African countries and LDCs
need to accelerate regional integration to create
sizeable and attractive markets.  At the same
time, given the fact that the majority of TNCs
think Africa has an image problem, African
countries have to make efforts, individually
and jointly, to change their image and to
persuade investors to differentiate among them.
Assistance in projecting a better and more
differentiated image of Africa is needed.

Recently UNCTAD has undertaken
several initiatives to this effect.  Together with
the ICC, the Multilateral Investment Guarantee
Agency (MIGA) of the World Bank and the
United Nations Development Programme
(UNDP), it has produced a fact sheet on FDI
in Africa, based on the UNCTAD publication
FDI in Africa:  Performance and Potential
(UNCTAD, 1999b).  Also, jointly with the ICC,
UNCTAD is working on a project on investment
guides and capacity-building for LDCs, in
which guides to Ethiopia and Mali have already
been produced and others are to follow.  These

efforts need to be complemented by efforts on
the part of developed countries to liberalize
access to their markets for African products.
The “African Growth and Opportunity Act”,
which would inter alia guarantee African textile
exporters better access to the United States
market, is a case in point.18

2.   Asia and the Pacific2.   Asia and the Pacific2.   Asia and the Pacific2.   Asia and the Pacific2.   Asia and the Pacific

Inflows of FDI to developing Asia
(South, East and South-East Asia, Central Asia
and West Asia) increased by 9 per cent in 1999,
to reach a record level, of $106 billion.  This
was contrary to the decline that was widely
anticipated in the wake of the 1997-1998
financial crisis (figure II.18).  This regional
increase, however, masks considerable
variations in flows to individual countries.
China saw a drop of nearly 8 per cent in 1999.
Compensating for this were the FDI boom in
the Republic of Korea and the recovery of flows
into Singapore and Taiwan Province of China
(figure II.19).  Among the five countries most
affected by the crisis, flows declined in the
Philippines and Thailand, while increasing

Source:  UNCTAD/ICC survey conducted in November 1999-January 2000.

a This category is a cumulative expression of the data obtained from the responses of TNCs to the category ‘Africa as a whole’
and/or to one or more of the following sub-regions:  North, Central, East, West and Southern Africa.
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significantly in Malaysia and skyrocketing in
the Republic of Korea.  Indonesia registered a
further decrease of FDI flows — negative flows
in two consecutive years (annex table B.1).  On
balance, all five together gained 4 per cent, to
reach $17 billion.

Efforts to attract FDI intensified further
in most Asian economies.  Sectoral
liberalization was reinforced by more flexible
modes of entry such as cross-border M&As.

A number of countries also strengthened their
competition policies and authorities with a
view towards maximizing the benefits of
liberalization.  FDI retained its crucial role as
a source of development finance for the region,
dominating the composition of net private
capital flows with over  80 per cent share in
the total (World Bank, 2000a).  The share of
FDI in host countries’ gross fixed capital
formation continued to increase, particularly
in crisis-hit countries (figure II.20).
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table B.1.
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of the magnitude of
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a Indonesia, Malaysia,
the Phi l ippines,
Republic of Korea and
Thailand.
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a Ranked on the basis of the magnitude of 1999 FDI inflows as a percentage of gross fixed capital formation.
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Cross-border M&As became an
important mode of entry in developing Asia.
Cross-border M&As in South, East and South-
East Asia reached an annual average of $20
billion during 1997-1999, compared to an
average of $7 billion during the pre-crisis years
of 1994-1996 (figure II.21).  The most significant
increases occurred in the five crisis-hit
countries.   Their share of total cross-border
M&As in developing Asia jumped to 68 per
cent in 1998 compared to 19 per cent in 1996.
Cross-border M&As in the five countries as a
whole reached a record level of $15 billion in
1999 (figure II.22).

The distribution of cross-border M&As
by country of origin saw a significant shift.  The
United States, the United Kingdom, Singapore
and the Netherlands — in that order — were
the largest purchaser countries during the
financial crisis, and together accounted for nearly
half of the total value of all cross-border M&A
deals in the five crisis-hit countries during 1998-
1999.  They overtook Malaysia and Germany
among the front-runners before the crisis during
1995-1996 (figure II.23).  TNCs from France, the
Republic of Korea and Switzerland also
accelerated their pace of acquisition.

Two types of cross-border M&As can
be distinguished: acquisitions of local firms by
new foreign investors and acquisitions of shares
in existing joint ventures by the foreign joint-
venture partners (Zhan and Ozawa, 2000).  The
first was encouraged by the low prices of firms
when translated into foreign currencies, the
new openness to M&As and the favourable

long-term prospects of the crisis-affected
countries.  The second took place either through
acquiring more equity from a domestic partner
or through buying new issues, motivated by
changes in the law or to prevent a joint venture
from collapse.  Many domestic joint-venture
partners were either in serious financial
difficulties or had undertaken restructuring,
spinning off their non-core businesses.  The
foreign joint-venture partners were willing to
acquire equities held by their local partners,
even if they were not immediately profitable.
This category of acquisitions accounted for 39
per cent of all M&A deals in the Republic of
Korea in 1998.  Such acquisitions were also
popular in Thailand, typically in component
manufacturing in the automobile or electronic-
and-electrical-appliances industries.

Within the overall regional trends, the
performance of individual sub-regions and
economies varied considerably.

China, the principal FDI recipient in
developing countries throughout the 1990s,
retained its lead, but saw a drop to just over
$40 billion in 1999, compared with $44 billion
in the previous year (figure II.19).  A number
of factors help explain this decline.  There was
a slowdown of economic growth leading to
weaker demand.  There was excess capacity
in certain manufacturing industries due to over-
investment during the past decade (e.g.
garments and electrical appliances).  There was
also increasing competition from neighbouring
countries.  Outward FDI from Asian economies
fell.  The Government of China was cautious
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Source:  UNCTAD, FDI/TNC
database and cross-border M&A
database, based on data
provided by Thomson Financial
Securities Data Company.

Cross-border M&As

FDI inflows

Share of Cross-border M&As in FDI inflows

1993 1994 1995 1996 1997 1998 1999

120

100

80

60

40

20

0

Billions of dollars

30

25

20

15

10

5

0

Per cent



������� 53
�

Chapter II                    Regional Trends

������������
6����&+������*50������)�
�����������&)�������������

������������!�0�����	���&
	���

Source:  UNCTAD, cross-border
M&A database, based on data
provided by Thomson Financial Data
Company.

a Indonesia, the Phi l ippines,
Malaysia, Republic of Korea and
Thailand.

������������
6����&+������*50����������)�������������&)��������������+/���������)�#�������#/�

	��'&	��$�����	���&	���+

�����������	�
������

Source:  UNCTAD, cross-border M&A database, based on data provided by Thomson Financial Data Company.

a Indonesia, the Philippines, Malaysia, Republic of Korea and Thailand.
b Ranked on the basis of the magnitude of sales in 1998-1999.
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Box II.2.  China’Box II.2.  China’Box II.2.  China’Box II.2.  China’Box II.2.  China’s accession to WTO:  implications for inward FDIs accession to WTO:  implications for inward FDIs accession to WTO:  implications for inward FDIs accession to WTO:  implications for inward FDIs accession to WTO:  implications for inward FDI

/...

The negotiation process for China’s
accession to WTO is in its final phase.  The
fulfilment of the WTO obligations by China will
involve substantial trade and investment
liberalization.  This will have several impacts
on FDI flows to China, which will be felt even
more strongly once the transition period to the
full compliance of WTO standards (2 to 5 years,
depending on industries) has been completed.

Implications for FDI in the services sectorImplications for FDI in the services sectorImplications for FDI in the services sectorImplications for FDI in the services sectorImplications for FDI in the services sector

China’s services sector accounts for one-
third of GDP.  At present, foreign investors’
activities in this sector are largely restricted.
Liberalization in the services sector will extend
the type of activities permitted, and it will
eliminate or reduce geographic and ownership
restrictions.  Liberalization will gradually allow
foreign investors to operate in such service
industries as distribution (wholesaling and
retailing) and related services (e.g.
warehousing, packaging, advertising, and
express services); banking and securities;
insurance (both life and non-life); information
technology services and telecommunications;
professional services (e.g.  accountancy,
management consultancy, legal services,
engineering, business related services and
computer maintenance); tourism; and motion
pictures and audio-visual distribution.  China
will also participate in the WTO Basic
Telecommunications and Financial Services
Agreements.  Liberalization in the services
sector will set the stage for a large-scale
participation of FDI in this fast growing sector.

Implications for FDI in manufacturingImplications for FDI in manufacturingImplications for FDI in manufacturingImplications for FDI in manufacturingImplications for FDI in manufacturing

China’s manufacturing sector is already
largely open to foreign investors.  It has, indeed,
attracted a significant amount of FDI.  Therefore,
liberalization in the aftermath of China’s
accession to WTO may not have immediate and
substantial investment-creation effects overall.
Some changes, however,  might reduce the
incentive for market-oriented FDI.

Over the past decades, tariff and non-tariff
barriers have protected certain key industries
in China, such as petrochemicals, automobiles
and consumer electronics.  Trade liberalization
— and particularly a significant reduction in
import licensing and quotas could seriously
erode the incentive for the “barrier-jumping”
type of FDI, as the principal motivation for such

FDI comes from a desire to gain access to trade-
protected markets by producing within the
tariff or quota protected area.  The automotive
industry is a case in point:  tariffs for
automobile imports will be phased down from
100 per cent to 25 per cent, and for auto
components from an average of 24 per cent to
10 per cent by year 2006.  Quotas on automobile
imports will be phased out by 2005.

China will also have to bring to an end
trade and foreign exchange balancing
requirements, as well as local content
requirements (under the TRIMs Agreement).
Those requirements are part of China’s existing
industrial policies.  The elimination of local
content requirements will, on the one hand,
facilitate the import of foreign inputs, thereby
reducing the incentive for some foreign
investors to develop linkages with domestic
subcontractors or for foreign suppliers of
intermediary inputs to invest in China.  On the
other hand, it could help insure the quality and
reduce the cost of the final products of foreign
affiliates, therefore increasing their
competitiveness in international markets, the
abolition of trade and foreign exchange
balancing requirements may reduce the
pressure on some foreign affiliates to exports.

Imports/exports undertaken by foreign
affiliates accounted for nearly half of the
country’s total trade in the past few years.  With
an improved external environment for exports
and increased opportunities for the global
sourcing of raw materials and intermediary
goods, the share of foreign affiliates in China’s
trade is expected to increase even further in the
light of the country’s accession to WTO.

In addition, China has agreed to eliminate
some other FDI entry requirements.  In
particular, it will no longer make the approval
of projects contingent on specific requirements
related to technology transfer and conducting
R&D in China.  This may generate additional
FDI, but may not necessarily enhance the
country’s development.

Other implications for FDIOther implications for FDIOther implications for FDIOther implications for FDIOther implications for FDI

Through the process of its accession to
WTO, China has further committed to integrate
itself into the global economic system.  This will
boost foreign investors’ confidence, as well as
improve the overall investment environment.
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domestic producers are gradually regaining
market shares.  In the services sector, Chinese
firms have long-established business networks
and infrastructure.  As cross-border M&As are
not yet encouraged in China, partnerships with
domestic players would be the best way for a
quick start-up and immediate access to the
existing domestic business networks.

In conclusion, China’s accession to WTO
will make China more attractive for FDI.  The
services sector may well replace the
manufacturing sector as the engine of FDI
growth;  within the manufacturing sector,
foreign affiliates in China will most likely
undergo a process of consolidation in response
to the development of a more competitive
landscape in the country.  As foreign investors
may adopt a wait-and-see approach until the
new reforms are in place and liberalization is
fully implemented, in the short-term, however,
FDI may remain at a level close to the one
achieved in recent years.  In the medium-term,
however, another FDI boom may well be
forthcoming, with FDI flows perhaps reaching
an annual level of over $60 billion.  If cross-
border M&As should be permitted,  annual
inflows could even reach $100 billion.

in opening service industries to FDI.19  Most
of these are short-term factors.  In the longer
run, China can be expected to remain an
attractive location for FDI, particularly in the
light of its expected accession to the WTO (box
II.2) and a further liberalization of its services
sector.

In East Asia (Hong Kong (China), the
Republic of Korea; and Taiwan Province of
China), FDI flows increased by nearly 80 per
cent in 1999.  In the Republic of Korea FDI
reached another record level (it  nearly
doubled), over $10 billion, four times its pre-
crisis level (1996).  The recent liberalization of
FDI policies led to higher M&A-driven FDI
growth.  The Government’s public-sector
reforms and its urgent need to supply financing
at the time of the crisis led to large-scale

privatization — another important attraction
for foreign investors.  The Republic of Korea
is now being integrated more tightly into the
regional and global production networks of
TNCs.  Inflows to Taiwan Province of China
recovered to $2.9 billion from their
exceptionally low level of $222 million in 1998.
In Hong Kong (China), the second largest
recipient in the region,      FDI increased
significantly over the period of 1998-1999.  Its
inflows reached a record level of $15 billion
in 1998 and $23 billion in 1999.20  In 1998, large
inflows came from overseas tax-haven
economies; some of the increase might be
attributable to returning investment by foreign
and Hong Kong domestic investors, which flew
out before the return of Hong Kong to mainland
China.  As investors’ confidence in Hong
Kong’s future gradually recovered, they

In turn it encourages  longer-term investment
commitments by foreign investors in the
Chinese market.  For instance, the relaxation of
restrictions on foreign participation in terms of
equity share in a number of industries (e.g.
automobile, distribution, construction, hotel)
will not only attract new investors, but also
enable foreign joint venture partners to increase
their equity shares in existing affiliates.

China will probably phase out preferential
tax policies, following its accession to the WTO
– in an effort towards levelling the playing field
for foreign and local companies alike.  Although
this may not affect those foreign affiliates
already operating in China, newcomers would
be entitled to fewer fiscal incentives.a Foreign
investors will be faced with fiercer competition
in the Chinese market, as the market becomes
more contestable due to the dramatic
liberalization in investment and trade.
Furthermore, the rise of domestic firms
increases competitive pressures on foreign
affiliates.  This has been a widespread
phenomenon in a number of manufacturing
industries, such as garments, toys, travel goods
and electronic and electrical appliances in
recent years, where, following the “lost decade”
between the mid-1980s and mid-1990s,

Source: Based on Zhan, forthcoming.
a Under the current law, all corporations in China are taxed at the flat rate of 33 per cent; but, after various

deductions, most foreign affiliates pay only around 15 per cent.   In special economic zones, foreign affiliates
have been enjoying an even lower rate.

(Box II.2, concluded)(Box II.2, concluded)(Box II.2, concluded)(Box II.2, concluded)(Box II.2, concluded)
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responded to the need for capital injections in
the light of the financial crisis.  In 1999, however,
investments were mainly in the form of
reinvested earnings, which accounted for over
half of the total FDI.21  This was mainly due
to the distinct turnaround in local economic
activity, with investment earnings of foreign
affiliates doubling that year.

In South-East Asia (ASEAN 10), FDI
decreased by 17 per cent in 1999.  Flows of FDI
to Thailand dropped 18 per cent, to $6.1 billion,
due in part to the flattening of the wave of
massive recapitalizations in the banking
industry, which had reached exceptionally high
levels in 1998.  Manufacturing continued to
attract considerable FDI to Thailand.   Singapore
was again the largest FDI recipient in this sub-
region; inflows into the country increased by
27 per cent, to $7 billion.  Flows to Malaysia
($3.5 billion) increased by 31 per cent in 1999.
The Philippines experienced a decline and its
overall level of inflows is still relatively low
compared with some other economies in the
region.  Divestment continued in Indonesia,
about $3 billion in 1999.  Countries whose
primary sources of FDI have been other
countries in the region continued to suffer from
the negative effects of the crisis – e.g.  Viet Nam
and Myanmar.  Growth of inflows to Asian
LDCs as a whole remained sluggish in 1999.

In South Asia, FDI in 1999 declined by
13 per cent to $3.2 billion, and $1.7 billion lower
than the peak level of 1997 ($4.9 billion).
Inflows to India, the single largest recipient
in the sub-region, were $2.2 billion.  The
ongoing liberalization of FDI policies is
expected to raise inflows in the years to come.
FDI to Bangladesh declined after increases in
the previous two years.  Inflows to Pakistan
and Sri Lanka remained at a very low level.
In the longer term, the sub-region has
considerable potential.  Its realization will
depend very much on the pace of liberalization
and economic reform, as well as on domestic
and regional stability.

Inflows of FDI to West Asia continued
their upward trend in 1999, following their
recovery in 1997 and 1998.   Inflows to the sub-
region reached $6.7 billion, an 8 per cent
increase over 1998.  The large increases in FDI
since 1997 have gone mainly to Saudi Arabia,
by far the single largest recipient in that region.
Tourism, electrical and electronic plants, and

various high-technology industries were
particularly attractive.  Recent improvements
in the macroeconomic and political
environment in the region, combined with the
opening up of the oil industry to foreign
investors, particularly in Kuwait and in Saudi
Arabia (box II.3), are likely to mean larger flows
to the region.  Similarly, Kuwait is seeking to
attract international oil companies to invest up
to $7 billion to develop oil fields close to the
border with Iraq.  A large number of
international oil companies have already
expressed their strong interest to invest in the
upstream part of the oil industry in both Kuwait
and Saudi Arabia.   Saudi Arabia has also been
attracting foreign investors to invest in its
rapidly growing power industry under build-
operate-own and build-operate-transfer
schemes.  The Government of the Islamic
Republic of Iran decided to allow foreign oil
and gas companies to develop its natural
resources for the first time since 1979.   The
development of further phases of South Pars
valued at $1.5 billion is on the way with foreign
companies.22

Central Asia lost the FDI momentum it
had enjoyed at its initial stage of liberalization
and reforms.  Inflows to the sub-region in 1999
were slightly lower than in 1998 ($2.8 billion).
The share of the two leading recipient countries
(Kazakhstan and Azerbaijan) increased further,
from about 70 per cent in 1998 to over 80 per
cent in 1999.  The share of oil and gas in FDI
inflows in both Kazakhstan and Azerbaijan rose
to 80 per cent.  Other industries in these
countries, and the other (non-oil) economies
of the region, fared much worse, due to
problems of transition (in Uzbekistan and
Turkmenistan) and to bleak economic
prospects.

After two to three years of subdued FDI
flows to the Pacific Island economies, partly due
to spillover effects of the financial crisis, a turn-
around in business sentiment seemed to have
emerged in 1999.  Inflows are estimated at $248
million, a $17 million increase over the 1998
level.  Papua New Guinea accounts for the bulk
of FDI inflows to the sub-region (more than
two-thirds in 1999), owing to its large-scale
development in mining and petroleum.  The
opening of a stock exchange in April 1999 for
the trading of large companies may attract some
foreign investors.23
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Looking ahead, the investment prospects
for developing Asia remain bright, given the
quality of the underlying economic
determinants of FDI, the rapid recovery of the

Box II.3.   A new FDI law in Saudi ArabiaBox II.3.   A new FDI law in Saudi ArabiaBox II.3.   A new FDI law in Saudi ArabiaBox II.3.   A new FDI law in Saudi ArabiaBox II.3.   A new FDI law in Saudi Arabia

In recent years, a fundamental change of
attitude  towards the role of the private sector
has emerged in a number of oil-exporting
countries in the Middle East, including as
regards the role of FDI in development.  The
countries of the Middle East are, however,  at
different stages of integrating FDI into their
development, particularly when it comes to
the petroleum industry.   The Islamic Republic
of Iran and Kuwait have either already signed
contracts with foreign oil companies or are
contemplating moves to allow foreign
participation in this industry.  Saudi Arabia,
the world’s biggest oil producer and exporter,
has established a General Investment
Authority and introduced in April 2000 a new
foreign investment law aimed at improving
the investment climate and attracting FDI.  The
newly created Authority is expected to
establish a one-stop-shop for foreign investors
to speed up the process of approving
investment projects.  The new law provides
incentives to court long-term investment,
including by reducing the top rate of corporate
profits tax on foreign companies from 45 per
cent to 30 per cent (the same as for national
companies).

International oil companies have already
been invited to submit proposals for
investment in the Kingdom following
negotiations with 12 of them.  As a result,
project proposals containing investments
worth more than $100 billion over a  period of
20 years have been received.a These projects
are expected to be reviewed and finalized
before the end of the year.  Although details
are not known, the main focus is on natural
gas development, processing and distribution
and other associated projects involving the use
of gas as a feedstock for petrochemical plants
and as a fuel for power generation and water
desalination plants.  Notwithstanding these
reforms, the Government has made it clear that
the upstream part of the oil industry, i.e.
exploration and production, would remain off
limits to foreign investment.

Source: UNCTAD.
a Middle East Economic Digest, 19 May 2000,

p.19.

region from the financial crisis, and the ongoing
liberalization and restructuring efforts that are
now widespread in the region.

Outward FDI from developing Asia and
the Pacific recovered from its recession since
the onset of the financial crisis, but is still lower
than the pre-crisis level.  Outflows increased
by nearly two-thirds in 1999, to an estimated
$ 37 billion (annex table B.2).  Hong Kong
(China) remained the major outward investor,
accounting for over half of the total outflows
from the region.  Nevertheless, its outflows to
China, where it is still the largest investor, have
been declining over the past few years (figure
II.24).  Divestment by Asian TNCs, particularly
in the United States and Europe, also increased
in 1999.24  Two types of such divestment could
be observed.  One is that Asian TNCs sold their
existing overseas businesses; the other is that
parent firms were acquired by a foreign TNC
and, subsequently, the overseas affiliates of the
acquired firm were taken over by the acquirer.
Such divestment does not necessarily imply
that foreign affiliates are in an unhealthy state;
they may be more a function of corporate
restructuring and financial difficulties.  Even
within the region most Asian TNCs have been
unable to take advantage of the cheap assets
available.  The exceptions are TNCs based in
Hong Kong (China), Singapore and Taiwan
Province of China, which managed to maintain
their financing strength to engage in such
activities, mostly in neighbouring countries.

As noted in WIR99 (UNCTAD, 1999a),
Asian TNCs are likely to continue their inward
focus on restructuring and spinning off non-
core activities.  The revitalization of their
outward investment may take some time.

3.  Latin America and the Caribbean3.  Latin America and the Caribbean3.  Latin America and the Caribbean3.  Latin America and the Caribbean3.  Latin America and the Caribbean

Aggregate FDI inflows to Latin America
and the Caribbean continued to expand in 1999
to reach a new record of $90 billion, nearly a
quarter higher than in 1998.   A significant part
of FDI flows came through M&As.  As in
preceding years, FDI had an important
stabilizing effect on the region’s balance of
payments, more than offsetting the $56 billion
current account deficit posted in 1999.25

Changes in the distribution of FDI
within the region point to an apparent paradox:
inflows into the relatively stagnant South
American sub-region increased by 40 per cent,
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while inflows into the faster-growing Mexican
and Caribbean Basin economies declined
somewhat.  As a result,  the share of  South
American countries in the region’s FDI inflows
increased from 70 per cent in 1998 to 80 per
cent in 1999.  This above-average growth in
FDI inflows to South America in 1999 does not
necessarily reflect a permanent change in the
composition of inflows to the region.  It can
be explained by a few very large acquisitions
in the southern cone by Spanish TNCs (box
II.4).   If these operations are excluded, FDI
flows into South America would have been
about the same as in 1998, consistent with
overall regional trends.

The MERCOSUR countries (Argentina,
Brazil, Paraguay and Uruguay, with Bolivia and
Chile as associates) increased their weight in
total Latin American FDI inflows in 1999.
Among them, despite economic stagnation and
the instability surrounding the flotation of its
currency in January 1999, Brazil continued for
the fourth year to be the regional leader with

around $31 billion of inflows in 1999 (figure
II.25).  This was close to the level registered in
1998 and equivalent to more than one-third
of the regional total.   In terms of FDI inflows
as a percentage of gross fixed capital formation,
however, Brazil is not ranked among the top
20 countries (figure II.26).

Most new inflows continued to go into
non-tradable service and manufacturing
industries producing  mostly for domestic
markets.  As regards modes of investment, in
contrast to 1998, a relatively low proportion
of inflows went into the acquisition of     state
enterprises.  Total privatization operations
involving foreign M&As decreased from over
$29 billion in 1998 to $21 billion in 1999 (annex
table A.IV.22).  Large amounts of new resources
went instead into the restructuring of
previously acquired service companies, mostly
in telecommunications.  The acquisition of
private companies through M&As also
gathered pace.
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Source:  UNCTAD, FDI/TNC database and annex table B.2.

a Ranked on the basis of the magnitude of 1999 FDI outflows.

Hong Kong, China

Taiwan Province of China

Singapore

Korea, Republic of

China

Malaysia

Turkey

Thailand

Azerbaijan

Kuwait

1999

1998

-2.0 -1.0 0.0 1.0 2.0 3.0 4.0 5.0

19.9
17.0



������� 59
�

Chapter II                    Regional Trends

One of the most important developments
in Latin America in the late 1990s has been the
strong surge in the acquisitions of private
companies by Spanish TNCs in the services
sector, reflecting an effort by these companies
to consolidate their competitive position in the
region.  Large Spanish companies clearly
favoured Latin America for their international
expansion throughout the 1990s, with a
significant impact on the region’s capital stock.
Seven large Spanish companies — Telef�nica
(telecommunications),  Endesa España
(electricity), Repsol (oil and natural gas),
Iberdrola (electricity), Banco Bilbao Vizcaya
Argentaria and Banco Santander Central Hispano
(banking) and Iberia  (air transport) —
accounted for over $50 billion of investment
in Latin America between 1991 and 1999.  As
a result, investment in Latin America in 1999
accounted for around 40 per cent of Endesa
España’s total assets,  and over 30 per cent  of
the assets of Telef�nica and Banco Bilbao Vizcaya
Argentaria and Banco Santander Central Hispano.

The largest M&A operation by a Spanish
company in Latin America in 1999 was the
acquisition by Repsol  (Spain’s largest
company) of Argentina’s oil giant Yacimientos
Petrolíferos Fiscales (YPF).  This operation
started in January 1999 when Repsol acquired
from the Government a 15 per cent share in
YPF for $2 billion, followed in April 1999 by
the purchase of the remaining 85 per cent of
YPF for almost $13.2 billion (annex table
A.IV.4).  With this acquisition,  Repsol became
the largest operator in Argentina’s oil industry
and prepared itself for further expansion into
the rest of the region.  Soon after this, the
company announced plans for an aggressive
expansion into the oil industries of Brazil,
Chile and Mexico, with investment plans of
$7 billion before 2002.

The second largest operation by a
Spanish TNC in the region during 1999 was
the acquisition by Endesa España of majority
control in the Chilean electricity holding
Enersis for a total amount of about $3.5 billion.
Endesa España’s involvement in the region
started in Argentina in 1992 and extended over
the decade to Brazil, Colombia, Chile, the
Dominican Republic, Peru and Venezuela
(largely through its participation in
privatization operations).  In 1997 it entered
into a strategic alliance with Enersis (which has
a strong presence in the region),  by buying a
29 per cent stake in it.  Differences between
the management of the two companies led
Endesa España to obtain majority control in

1999.   Endesa España, now the largest regional
operator in the electricity industry with
investments of over $8 billion and over 25
million customers, plans to restructure and
consolidate its regional holdings under the
umbrella of Enersis so as to improve its overall
regional competitiveness.

Telef�nica’s strategy in the region is
similar.  It first became involved in the region
in 1990 in Argentina and Chile, and continued
its expansion through participation in
privatization programmes in Brazil,  El
Salvador, Guatemala, Peru, Puerto Rico and
Venezuela.  By 1999, it had accumulated
investments in the region of over $10 billion
and a customer base of 49 million.  In 1998,
Telef�nica had the largest consolidated sales of
TNCs in Latin America.  The company’s
strategy today is to consolidate operations and
use its extensive regional base for expansion
into new businesses.  The simultaneous launch
of its internet operation Terra Networks  in most
countries of the region in 1999 demonstrates
the competitive edge it has obtained from its
combined regional operations.   Terra Networks
is rapidly becoming a leading internet
provider in Latin America, and the price of its
stocks tripled during their first trading day on
the Madrid and New York exchanges in
November 1999.  Plans for further expansion
over the next two years include substantial
investments in fixed and mobile telephones,
as well as in cable television and the internet.

Spanish banks have also penetrated
financial industry markets in Latin America.
Banco Bilbao Vizcaya Argentaria and Banco
Santander Central Hispano are  the most
aggressive banking acquirers.  The strategy of
Spanish banks is to deepen their core activity
— commercial banking as well as investment
banking and pension fund management —
rather than to provide financial services for
non-financial firms to expand their
internationalization.  Examples include the
acquisitions of Banco Excel Economico (Brazil)
and Banco Santa Cruz (Bolivia) with values of
$0.9 billion and $0.2 billion, respectively, in
1998.

These examples point to some important
common features.  Large Spanish companies
mostly started and expanded in the region
through participation in privatization
programmes.  They are now also acquiring
private companies and expanding into new
areas.  The strategy is marked by a regional
rather than a national perspective.

Box II.4.   Consolidation strategies of Spanish firmsBox II.4.   Consolidation strategies of Spanish firmsBox II.4.   Consolidation strategies of Spanish firmsBox II.4.   Consolidation strategies of Spanish firmsBox II.4.   Consolidation strategies of Spanish firms

Source: UNCTAD, based on ECLAC, 2000 and UNCTAD, cross-border M&A database.
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Argentina more than tripled its 1998 level
of FDI inflows, to reach $23 billion.  The country
replaced Mexico as the second largest regional
recipient in the region.  Though precise figures
for the share of privatization-related FDI in total
FDI  are difficult to calculate (see chapter IV),
it is clear that privatization contributed
significantly to the increase of FDI inflows into
Argentina: in 1999, the Spanish TNC Repsol
acquired the oil company Yacimientos
Petrolíferos Fiscales (YPF) for over $13 billion
(box II.4).  The case of Chile is similar.  That
country increased its relative importance as a
host country significantly, almost doubling its
total receipts to more than $9 billion in 1999.

This was largely the result of  the acquisition
of the Chilean electricity generator and
distributor Enersis-Endesa Chile by the Spanish
TNC Endesa España for $3.5 billion (ECLAC,
2000).26  As in recent years, most FDI in both
countries was concentrated in services
(including energy) and natural-resource-
intensive activities.  Among the smaller
countries in the southern cone, Uruguay, which
has promoted itself as a regional headquarters
location for MERCOSUR, received  levels of
FDI higher than those of 1998, while inflows
into Paraguay, which suffered from political
and financial instability, fell by more than a
quarter from 1998.

�����������'
7�����0#�����������)��6���++�������
���	������������.������#�����	��������	����

�����������	�
������

Source:  UNCTAD, FDI/TNC database and annex table B.1.

a Ranked on the basis of the magnitude of 1999 FDI inflows.
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Source:  UNCTAD, FDI/TNC database and annex table B.5.

a Ranked on the basis of the magnitude of 1996-1998 FDI inflows as a percentage of gross fixed capital formation.
b Latin America and the Caribbean.
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Within the Andean Community (Bolivia,
Colombia, Ecuador, Peru and Venezuela),
Bolivia and Peru maintained relatively stable
levels of FDI inflows of  $1.0 billion and $2.1
billion, respectively.  The other three countries,
experiencing political and institutional
instability, suffered a sharp contraction.  In
Colombia, the insecurity associated with
guerrilla activity, high levels of crime and
economic difficulties contributed to large levels
of disinvestment.   As a result, FDI inflows fell
from $2.9 billion in 1998 to around $1.4 billion
in 1999.  Venezuela, affected by a severe
economic crisis and undergoing a process of
radical institutional change, experienced a fall
from more than $4 billion in 1998 to  $2.6 billion
in 1999.  Inflows of FDI into Ecuador, which
suffered from a deep economic and political
crisis in 1999, fell by a quarter to around $636
million.

In the Northern end of the region,
Mexico received $11 billion in 1999, close to
the average of the 1995-1998 period.   As in
the past, FDI continued to be directed mainly
to the manufacturing sector for exports,
contributing to the rapid expansion of this
sector: Mexico’s exports to the NAFTA market
(Canada and the United States) increased more
than five-fold during the period 1990-1998
(UNCTAD, 2000c).  This process, initially led
by TNCs from the United States, has been
increasingly sustained by the involvement of
European and Asian TNCs investing in Mexico
to comply with NAFTA rules of origin.  The
free trade agreement concluded between
Mexico and the European Union could have
similar effects in terms of FDI inflows.  Under-
capitalization and under-provision in some
service industries (including energy and
infrastructure), combined with changes in
regulatory frameworks are attracting investors
in banking, commerce, telecommunications and
energy among other industries.  These
industries still receive relatively small amounts
of FDI, but may provide significant investment
opportunities     in coming years.

Flows of FDI into the smaller economies
of Central America and the Caribbean
(excluding offshore financial centres) went into
assembly operations for re-export during most
of the decade.  In recent years, there has been
an explicit effort in some of these countries
(particularly Costa Rica and the Dominican
Republic) to upgrade their manufacturing and

export base by attracting investment in high-
technology industries.  These involve higher
levels of domestic value added, particularly
in human capital, and can generate large
positive externalities in the domestic economy.
Costa Rica has been particularly successful in
this respect, and high-technology products and
components produced largely by the United
States TNC Intel generated over 40 per cent
of total exports in 1999.27  As the privatization
and concessions processes have gathered pace
in recent years in some of these countries,
investments in manufacturing operations have
been complemented by inflows going into
services (including infrastructure).  During
1998-1999, foreign investors participated in the
privatization of electricity services in the
Dominican Republic,  El Salvador and
Guatemala, telecommunications in El Salvador
and Guatemala, and won airport concessions
in Costa Rica and the Dominican Republic.

Direct investors seemed indifferent to
short-term macroeconomic difficulties in
countries with relatively stable institutional and
policy frameworks, such as Argentina, Brazil,
Bolivia, Chile or Peru.   Long-term growth
prospects in these countries were not
substantially affected by their recent economic
slowdown.  Investors in the region took a long-
term perspective.  In contrast, investors reduced
their involvement in countries with unstable
institutional frameworks, such as Paraguay,
Colombia, Ecuador and Venezuela.  Given the
investment potential of these countries
(particularly in the oil industry in the case of
the Andean countries),  inflows should resume
rapidly as stability and predictability  increase.

There is an interesting difference
between the role and structural consequences
of FDI in Mexico and the Caribbean Basin
countries and most other Latin American
countries.  Recent FDI in South America has
tended to concentrate in non-tradable services,
manufacturing for local markets and natural-
resource-intensive activities.  It has thus not
helped much to transform the export structure
of these countries, highly concentrated on
natural-resource-based commodities.  In
Mexico and in some Caribbean Basin countries,
in contrast, manufacturing TNCs have used
the region as a production and export platform
for the North American market.  They have
transformed the competitive position of the
host economies and are shifting their
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production and trade structures towards
exports in dynamic automobile, electronics and
textile industries.

As regards the modes of entry in Latin
America and the Caribbean,  cross-border
M&A sales reached  $37 billion in 1999 (annex
table A.IV.6), a $27 billion decline from the
previous year due to the slowdown of
privatization in much of the region in 1999.

The southern cone countries were the
most advanced in privatization in the region.
In value terms, privatization in 1998-1999 was
concentrated in Argentina and Brazil (annex
table A.IV.21):  these two countries accounted
for more than four-fifths of all privatization
operations involving foreign firms during this
period in the region.   In 1999, the most
important operation in Argentina was the sale
of a residual of public participation in the
ownership of YPF (box II.4) to Repsol.
Argentina had three privatization deals
involving foreign TNCs in that year.  In Brazil,
following the large sale of Telebras in 1998, the
largest privatization deal was the sale of a gas
distribution company in São Paulo (Cia de Gas
do Estado de São Paulo) for almost $1 billion
to United Kingdom investors in 1999.  There
were sales of some regional electricity
generators to United States and European
companies.  Chile sold two large sanitary and
water companies (Empresa Metropolitana de
Obras Sanitarias and Empresa de Servicios
Sanitarios) to Spanish firms in 1999.

Partially reflecting economic and
political difficulties, privatization in the Andean
group was very low in 1999.  Only Peru,
Ecuador and Venezuela had privatization
operations involving $100 million or more.  The
Government of Peru sold concessions for the
development of electricity-generating capacity
to a Brazilian and a Swedish company;
Venezuela sold the concession for some oil
fields to the Chinese National Petroleum
Corporation; and Ecuador sold a concession
for electricity-generation to a Finnish
corporation.  In Mexico, the only operations
of more than $100 million in 1999 involved the
concession of airport services to TNCs from
Denmark, France and Spain.  Central American
countries started relatively late with their
privatization processes, and the total amount
of FDI raised through privatization reached

only about $2 billion in 1999 — a level very
similar to that registered in 1998 (ECLAC, 2000).

The interest shown by extraregional
TNCs in the acquisition of leading Latin
American private companies in recent years
has also had consequences on the
internationalization of the region’s companies,
partially reversing the process of intraregional
investment observed earlier in the decade.  The
cases of YPF and Enersis illustrate this trend
(box II.4).  With its acquisition of YPF in 1999,
Repsol was not only aiming at the market of
Argentina but, through the holdings of YPF
in other South American countries, positioned
itself to penetrate in the region at large.  The
operation thus may have truncated an incipient
process of internationalization of the company
in Argentinean hands.  The case of Enersis in
Chile is even more striking.  The Chilean
holding company had developed through the
1990s one of the most successful processes of
intraregional expansion by a Latin American
company, acquiring important interests in the
electricity industries of Argentina, Brazil,
Colombia and Peru.   The acquisition of a
controlling stake in the company by Endesa
España will serve to consolidate this process
of regional expansion, but not as part of
intraregional investment.   More generally, Latin
American companies — which expanded through
the region in the 1990s and fostered the process
of intraregional investment — seem to be facing
increasing difficulties to compete with leading
extraregional TNCs, which have found in the
acquisition of these Latin American firms a
platform for their own regional expansion.

TNCs based in Latin America have
engaged in outward investment.  Bermuda was
the largest home country in 1999, followed by
Chile, Virgin Islands, Brazil and Argentina
(figure II.27).  Much of outward FDI originating
in this region is intraregional.  For example,
more than 70 per cent of outward FDI stock
from Colombia is concentrated in the region.
Traditional investors such as those based in
Brazil and Mexico, however, do invest in
countries other than those in the region:  in
1999, three-quarters of M&A deals made by
Brazilian TNCs took place outside the region,
while the largest four cross-border M&As from
Mexico were concluded either in the United
States or the Philippines.
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C.   Central and Eastern EuropeC.   Central and Eastern EuropeC.   Central and Eastern EuropeC.   Central and Eastern EuropeC.   Central and Eastern Europe

In 1999, FDI flows into Central and
Eastern Europe28 increased for the third
consecutive year.  For the second time since
the transition to the market economy started,
annual inflows exceeded $20 billion (annex
table B.1).  The Czech Republic, Hungary,
Poland and the Russian Federation continued
to be leading recipients of FDI inflows (figure
II.28).

By the end of 1999, the inward FDI stock
of Central and Eastern Europe reached $110
billion.  This stock was mainly concentrated
in four countries: Poland ($30 billion), Hungary
($19 billion), the Russian Federation ($17
billion) and the Czech Republic ($16 billion),
together accounting for almost three-fourths
of total inward FDI stock in Central and Eastern
Europe (annex table B.3).  The FDI stock in
Central and Eastern Europe continued to be
dominated by EU investors, whose share
accounted for 60 per cent of the total (figure
II.29).  The United States accounted for 16 per
cent of the region’s total (figure II.29) and was

in the leading position only in Croatia, Ukraine
and the Russian Federation (annex table A.II.1).

In the sectoral breakdown of inward
FDI stocks, the share of services increased at
the expense of manufacturing to about 56 per
cent (figure II.30 and annex table A.II.2)
compared to less than 50 per cent in 1998.  This
may have a positive impact on the economic
transition as efficiency gains in manufacturing
are now being complemented by efficiency
gains in services, improving the performance
of the host economies more generally.

In Poland, by far the leading recipient
($7.5 billion) for a second consecutive year
(figure II.28), FDI inflows have increased in
every year since 1990.  Foreign investors were
obviously attracted by the large domestic
market (the second after the Russian Federation
in terms of GDP and the third largest after the
Russian Federation and Ukraine in terms of
population).  Inflows of FDI into the Czech
Republic in 1999 ($5.1 billion) exceeded the
previous record of 1998, owing largely to a
recent turnaround in privatization policies
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Source:  UNCTAD, FDI/TNC database and annex table B.2.

a Ranked on the basis of the magnitude of 1999 FDI outflows.
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(figure II.28).  While privatization policies
during the first half of the 1990s excluded
foreign participation in the Czech Republic,
the second round of privatization followed the
example of other countries such as Hungary,
which had successfully involved foreign firms.

In the Russian Federation, after the
dramatic drop in 1998 (from $6.6 billion to $2.8
billion), FDI inflows rose again in 1999 (to $2.9
billion), but were still far from the previous
record and low relative to the size of that
economy.  “Round-tripping” was still prevalent,
as suggested by the continued high share of
inflows from Cyprus (8 per cent in the first
half of 1999, compared to 23 per cent in inward
FDI stock) (annex table A.II.1).  Nonetheless,

1999 saw the second highest level of inflows
into the Russian Federation since economic
transition began.   At the same time, portfolio
and other investment inflows continued to
decline and turned negative in 1999.  FDI
regained its dominant position among capital
inflows.

In the light of a series of crises (Asia,
Russian Federation, Kosovo) that shook
confidence in emerging markets generally, the
resilience and continued increase of Central
and Eastern European FDI inflows is quite
remarkable.  In 1998, the Russian crisis did not
keep the rest of the region from setting a new
record.  And in 1999, even in the most affected
South-Eastern European countries such as
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Source:  UNCTAD, FDI/TNC database and annex table B.1.

a Ranked on the basis of the magnitude of 1999 FDI inflows.
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Bulgaria and Croatia, FDI inflows were resilient
(annex table B.1).

In South-Eastern Europe, the
experience varied country-by-country.  In
Bulgaria and Croatia, inflows increased
significantly.  In other countries there was a
decline of varying degrees.  This was only
partly due to the Kosovo conflict, which
prompted some investors to put projects on
hold.  Some countries reacted to the crisis with
an increased openness to FDI, an increased
focus on privatization and an increased
readiness to implement major privatization
projects involving foreign investors.  In many
countries major privatization deals were
accelerated (e.g.  Bulgarian and Croatian
telecommunications companies, a Macedonian
oil refinery, a Romanian car producer), although
some of these deals did not materialize in actual
FDI inflows before the beginning of 2000.  And
in Romania, where the telecommunication
company had already been privatized in 1998
(and that transaction alone had accounted for

almost half of the cash equity FDI inflows in
that year), total inflows decreased significantly
in 1999.  In Albania and Bosnia and
Herzegovina, FDI inflows remained very low.

A disaggregation by type (equity in
cash, equity in kind, reinvested earnings and
intra-company loans) of reported FDI inflows
shows two types of situations (annex table
A.II.3): in the Czech Republic and Hungary,
where some of the components are not reported
(intra-company loans in the Czech Republic,
reinvested earnings in Hungary), equity flows
account for at least 90 per cent of registered
inflows; in Poland, the Russian Federation and
Romania, where all types of  flows are reported,
they account for only around 60 per cent.
Consequently, judged solely by equity inflows,
the lead of Poland over the Czech Republic is
much smaller than its lead in all inflows.  In
the same vein, Hungary’s equity cash inflows
are higher than those of the Russian Federation,
although the reverse is the case when it comes
to total inflows.
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Source:  UNCTAD, FDI/TNC database.

a Estimates.
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In relative terms — FDI inflows as a
percentage of gross fixed capital formation and
FDI stocks compared with the size of GDP —
smaller countries continue to be more
internationalized by way of FDI than bigger
ones.  In terms of FDI inflows as a percentage
of gross fixed capital formation (figure II.31),
Bulgaria, Estonia and Latvia are the region’s
leaders, while the Russian Federation and
Ukraine are among the region’s laggards.  (They
are the two biggest economies of the region in
terms of population.) In terms of FDI stocks
as a percentage of GDP in 1999, the small
countries (Hungary: 40 per cent; and Czech
Republic: 31 per cent) and very small countries
(Latvia: 31 per cent; and Estonia: 42 per cent)
again show higher ratios than bigger countries
(Poland: 18 per cent; Russian Federation: 9 per
cent; and Ukraine: 11 per cent).

In 1999, FDI outflows from Central and
Eastern Europe recovered somewhat from the
decline of 1998.  But the current level ($2.6

billion) is still lower than that of 1997 ($3.6
billion).  In the Russian Federation, FDI
outflows started to recover in 1999.   In the
Czech Republic too, they increased.   But in
Hungary and Poland, they temporarily
decreased (figure II.32).   Not all countries
report on the destination of FDI outflows.  Data
indicate that the share of Central and Eastern
Europe in outward FDI varies from country
to country: it accounts for an overwhelming
majority of outflows and outward stocks in
Croatia, Estonia and Slovenia, is also dominant
in Slovakia and the Czech Republic, and is
sizeable (though only in second position) in
the case of Hungary and the Russian Federation
(annex table A.II.4).  On the other hand, the
share of Central and Eastern Europe was
minimal in Latvia’s outward FDI stock in 1999.
In most cases, intraregional FDI takes place
between countries that are each other ’s
neighbours (annex table A.II.4).  The rest of
outward FDI is typically directed to Western
Europe.
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Source:  UNCTAD, FDI/TNC database.

a Estimates.
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Source:  UNCTAD, FDI/TNC database and annex table B.5.

a Ranked on the basis of the magnitude of 1996-1998 FDI inflows as a percentage of gross fixed capital formation.
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Source:  UNCTAD, FDI/TNC
database and annex table B.2.

a Ranked on the basis of the
magnitude of 1999 FDI
outflows.

NotesNotesNotesNotesNotes

1 Including the countries of the former
Yugoslavia.

2 Excluding tax heavens, this region received
$12 billion in 1999.

3 UNCTAD, cross-border M&A database,
based on data from Thomson Financial
Securities Data Company.

4 Data from Survey of Current Business, March
2000.

5 Data on cross-border M&As can not be
directly compared with FDI figures.  For a
discussion on the comparability of the two
sources of statistics, see box IV.3.

6 “Europe’s new capitalism”, The Economist,
12 February 2000.

7 “Economists for EMU”, The Economist, 17
April 1999.  In addition, a recent survey of
15 important inward investors in the United
Kingdom indicated that all but one were in
favour of the United Kingdom joining the
Euro.  A number of them expressed
warnings about the impact of currency
fluctuations on future investment in the
United Kingdom.  The survey included
companies such as Robert Bosch, Caterpillar,
Siemens, SCA, Toyota, Samsung and Sony.
(Kevin Brown and Peter Marsh, “Top
executives warn on euro”, Financial Times,
27 June 2000).

8 The data are on a notification basis and for
the fiscal year.  Transport equipment here
includes general and electric machinery as
well.

9 All of the 17 city (major) banks recorded
income deficits in the fiscal year 1998 (end-
March 1999).  The mergers among these
banks is an example of restructuring in this
industry: examples include the mergers of
Dai-Ichi Kangyo Bank, Fuji Bank and the
Bank of Japan planned in 2001; Sanwa Bank,
Tokai Bank and Asahi Bank planned in 2002;
and Sumitomo Bank and Sakura Bank
planned in 2002.

10 For example, the number of foreign affiliates
newly established by Japanese companies in
fiscal year 1999 was only 1,713, compared
to 2,489 in fiscal year 1997 (1,597 in fiscal
year 1998).  A significant decline was
recorded in FDI by SMEs; they established
only 47 new affiliates in 1998 and 80 in 1999,
compared to 476 in 1997 (Japan, Small and
Medium-sized Enterprise Agency, 1999 and
2000).

11 It is to be noted that it is not possible to
calculate precisely what percentage of FDI
flows are accounted for by cross-border
M&As.  For details, see box IV.4.
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12 For example, Japanese automobile affiliates
in Thailand (Isuzu, Mazda-Ford) and
Malaysia (Mitsubishi Motors), and various
other manufacturing affiliates (e.g.  an
affiliate of Toshiba in Thailand) which were
affected by the crisis, started to increase
employment in 1999 (Nihon Keizai Shimbun,
29 September 1999, p.  1).

13 Survey conducted by the Japan Bank for
International Cooperation, 2000, of 472
Japanese manufacturing TNCs.

14 Survey conducted by Japan’s MITI.  Quoted
in Nihon Keizai Shimbun, 7 July 1999.

15 In this section, South Africa (which is
categorized as a developed country
according to the United Nations country
classification) is included in Africa.

16 These figures include portfolio investment.
Therefore, they are different in nature from
the data on privatization used elsewhere in
WIR00.

17 All of the industries cited were mentioned
in more than 10 per cent of the responses.

18 After two years of legislative process, this
bill was adopted recently by the House of
Representatives, and is awaiting the
Senate’s approval.

19 For a detailed analysis of these factors, see
UNCTAD, 1998a, pp.  202-204.

20 Hong Kong (China) reported FDI data (both
flows and stocks) for the first time in 2000
for the data for 1998 and 1999.  For details,
see definitions and sources in annex B.

21 Press Release issued by the administration
of Hong Kong (China), 19 June 2000.

22 Guy Dinmore, “Total and Gazprom tipped
in Iran gas deal”, Financial Times,  9 May
2000, p.  8.

23 Islands Business, June 1999, p.  25.
24 Official data on overseas divestment are not

available; therefore, the net outward flows
of FDI are likely to be over-estimated.

25 It is to be noted that payments of dividends
and distributed branch profits contribute to
current account deficits.  In 1998, for
instance, the current account deficit of the
Latin America and Caribbean region
amounted to about $89 billion, while
dividend and distributed branch profit
outflows reached about $13 billion.

26 The transaction was not completed in 1999.
Therefore this deal is not included in the
cross-border M&A database of UNCTAD.

27 Information from Banco Central de Costa
Rica (www.bccr.fi.cr).

28 Central and Eastern Europe includes (both
in statistics and in analysis) Albania,
Belarus, Bosnia and Herzegovina, Bulgaria,
Croatia, the Czech Republic, Estonia,
Hungary, Latvia, Lithuania, the Former
Yugoslav Republic of Macedonia, the
Republic of Moldova, Poland, Romania, the
Russian Federation, Slovakia, Slovenia,
Ukraine and the Federal Republic of
Yugoslavia (Serbia including Kosovo and
Montenegro).  No FDI data are available for
the Federal Republic of Yugoslavia.
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F
DI and corporate size are closely
related. Large companies
dominate both outflows and
inflows of direct investment.
For instance, the 50 largest TNCs
from the major home countries

account for over half of their FDI outflows
— indeed, for some countries, the share
exceeds 90 per cent (UNCTAD, 1997a, p.
34).  In the past 14 years, cross-border M&As,
dominated by large companies in value terms,
and FDI have grown in parallel (chapter
IV). In 1998-1999, for instance, mega-deals
(i.e. deals of more than $1 billion) accounted
for more than 60     per cent of the total value
of cross-border M&As.

It is therefore of some      interest to
analyse the assets, sales and employment
of the world’s largest TNCs, as illustrated
by the list of the 100 largest non-financial
TNCs1 published annually by UNCTAD since
1990.  The list ranks non-financial TNCs
by  foreign assets (table III.1). The role of
these firms in international production is
illustrated by the fact that the foreign assets,
sales and employment of the top 100 account
for roughly 13, 19 and 18 per cent of foreign
assets, sales and employment of the whole
TNC universe, which contains     an estimated
60,000 companies.2

In addition to the 100 largest TNCs
in the world, the present chapter also examines
the 50 largest TNCs from developing
economies and the 25 largest TNCs from
Central Europe..... The former group has gained

in significance during the past decade as
the share of the developing economies in
outward FDI has risen from some 3 per cent
at the beginning of the 1980s to some 9 per
cent in 1999. The latter group shows some
interesting developments in what used to
be centrally planned economies, with some
members of the group beginning to make
inroads into international production.

A.   The 100 largest TNCsA.   The 100 largest TNCsA.   The 100 largest TNCsA.   The 100 largest TNCsA.   The 100 largest TNCs
worldwideworldwideworldwideworldwideworldwide

1.   Highlights1.   Highlights1.   Highlights1.   Highlights1.   Highlights

In 1998, General Electric again held
the top position among the world’s 100 largest
non-financial TNCs (table III.1) ranked by
foreign assets. General Motors      moved to
the second position from the fourth, with
Royal Dutch Shell remaining in the third.
Overall, the ranking remained fairly stable.
Only a few changes have occurred among
the top 10 TNCs: BP Amoco (rank 8) has
replaced Volkswagen Group (now rank 11)
and Nestlé (10) changed places with
DaimlerChrysler (9).

Foreign assets.  Foreign assets.  Foreign assets.  Foreign assets.  Foreign assets.  Growth in the total
amount of foreign assets held by the 100
largest TNCs resumed in 1998. They increased
by seven per cent compared to 1997, to $1.9
trillion (table III.2).  There were noticeable
variations, however, among regions and
companies. TNCs from the European Union
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slightly increased their share in the total
foreign assets of the top 100 TNCs, by 2.3
percentage points (table III.3), whereas North
American and Japanese TNCs retained their
relative positions. Nine out of the top ten
increases in foreign assets originated in
European companies  (e.g. BP Amoco, Diageo
and Vivendi).  The only non-European
company among the top 10 increases in foreign
assets is General Electric (United States).
However, with the exception of Dow Chemical
and Nissan Motor, the largest decreases were
also displayed by European TNCs, with
declines of up to 33 per cent (Imperical
Chemical). The European record is certainly
a result of the massive recent M&A wave
in the major markets. The current relative
weakness of the Japanese economy and the
constraints it has placed on Japanese TNCs
might explain their stagnation compared
with the other TNCs from the Triad.

Foreign salesForeign salesForeign salesForeign salesForeign sales.  The total foreign sales
of the largest TNCs amounted to $ 2.1 trillion
(table III.2). Compared with the slight decline
of 0.7 per cent in 1997, the decline of foreign
sales in 1998 was even more pronounced
(3.2 per cent). As with foreign assets, however,
individual company experiences varied widely.
Seven out of the ten largest increases in
foreign sales were among TNCs from the
European Union — Peugeot, Renault, BP
Amoco, Roche, Vivendi, Rio Tinto and
Volkswagen — which registered increases
in foreign sales of between 23 and 54 per

cent. The largest decreases in foreign sales
offer a mixed picture: TNCs experiencing
them come from a variety of countries and
a variety of industries, so that no clear pattern
can be discerned.

Foreign employmentForeign employmentForeign employmentForeign employmentForeign employment.  Total foreign
employment by the largest TNCs increased
by almost 10  per cent, as did their total
employment (table III.2), reversing for the
first time in three years the previously
observed trend of declining overall
employment with rising foreign employment
(figure III.1). Michelin, BP AMOCO and
Renault more than doubled their foreign
employment. Six out of ten companies with
the largest increase in foreign employment
originate in the European Union. Four
Japanese companies (Itochu Corp., Nishho
Iwai, Mitsui and Sumitomo Corp.) are among
the top 10 companies showing a decline
in foreign employment of up to 50 per cent.
For these companies in particular, the decline
in foreign employment was in line with
a decline in foreign assets.

For the list as a whole, 17 new entries
and exits were registered (tables III.4 and
III.5), of which 10 were caused by mergers
or acquisitions (Suez Lyonnaise des Eaux,
Wal-Mart Stores, Texas Utility, Nortel,
Telefonica,  Stora Enso, RWE, Carrefour,
Southern Company and Compaq Computer).
In 1998, only one firm among the top 100
TNCs, Petr� leos de Venezuela (PDVSA),
was headquartered in a developing country.
PDVSA descended 18 rungs to end up 91st
in the top 100 list. Daewoo left the top 100
listing, although it remains in its proximity.
This company, which has encountered serious
difficulties in the wake of the Asian financial
crisis, is currently undergoing comprehensive
restructuring.

The most striking feature of this group
of companies, however, is its relative stability
in terms of geographic origin and membership
since 1990, the first reporting year:

• The national origins of the group were
fairly stable, with almost 90 of the top
100 being headquartered in the Triad
of the European Union, Japan and the
United States (table III.3). Triad countries
— not surprisingly given the connection
between corporate size and FDI volume
— accounted for 85 per cent of total
FDI outflows in 1999. The share of the

TTTTTababababable III.2.le III.2.le III.2.le III.2.le III.2.      Snapshot of the w Snapshot of the w Snapshot of the w Snapshot of the w Snapshot of the world’orld’orld’orld’orld’sssss
100 lar100 lar100 lar100 lar100 largggggest est est est est TNCs,TNCs,TNCs,TNCs,TNCs, 1998 1998 1998 1998 1998

(Billions of dollars, number of employees and
percentage)

ChangChangChangChangChangeeeee
VVVVVariabariabariabariabariablelelelele 19981998199819981998 19971997199719971997 1998 vs. 19971998 vs. 19971998 vs. 19971998 vs. 19971998 vs. 1997

(Percentage)

AssetsAssetsAssetsAssetsAssets
Foreign 1 922 1 793 7.2
Total 4 610 4 212 9.4

SalesSalesSalesSalesSales
Foreign 2 063 2 133 -3.3
Total 4 099 3 984 2.9

EmploEmploEmploEmploEmploymentymentymentymentyment
Foreign 6 547 719 5 980 740 9.5
Total 12 741 173 11 621 032 9.6

AAAAAveraveraveraveraveraggggge indee indee indee indee indexxxxx
of transnationalityof transnationalityof transnationalityof transnationalityof transnationality 53.9 55.4 -1.5 a

Source: UNCTAD/Erasmus University database.

a  The change between 1997 and 1998 is expressed in
percentage points.
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TTTTTababababable III.3.le III.3.le III.3.le III.3.le III.3.        Countr   Countr   Countr   Countr   Country composition of the wy composition of the wy composition of the wy composition of the wy composition of the world’orld’orld’orld’orld’s 100 lars 100 lars 100 lars 100 lars 100 largggggest est est est est TNCs bTNCs bTNCs bTNCs bTNCs by transnationality indey transnationality indey transnationality indey transnationality indey transnationality index,x,x,x,x,
ffffforeign assets and noreign assets and noreign assets and noreign assets and noreign assets and number of entries,umber of entries,umber of entries,umber of entries,umber of entries, 1990, 1990, 1990, 1990, 1990, 1997 and 1998 1997 and 1998 1997 and 1998 1997 and 1998 1997 and 1998

(Percentage)

                                 Share in total of f                                 Share in total of f                                 Share in total of f                                 Share in total of f                                 Share in total of foreignoreignoreignoreignoreign
AAAAAveraveraveraveraveraggggge  e  e  e  e  TNI TNI TNI TNI TNI aaaaa                 f                f                f                f                foreign assets of top 100              Number of entriesoreign assets of top 100              Number of entriesoreign assets of top 100              Number of entriesoreign assets of top 100              Number of entriesoreign assets of top 100              Number of entries

CountrCountrCountrCountrCountryyyyy 19901990199019901990 19971997199719971997 19981998199819981998 19901990199019901990 19971997199719971997 19981998199819981998 19901990199019901990 19971997199719971997 19981998199819981998

EurEurEurEurEuropean Unionopean Unionopean Unionopean Unionopean Union 56.756.756.756.756.7 62.562.562.562.562.5 61.561.561.561.561.5 45.545.545.545.545.5 40.940.940.940.940.9 43.243.243.243.243.2 4848484848 4545454545 4747474747
France 50.9 58.4 58.8 10.4 9.8 10.5 14 13 12
Germany 44.4 55.7 51.4 8.9 12.7 12.6 9 11 12
United Kingdom b 68.5 70.8 75.7 16.8 11.2 12.3 12 11 10
Netherlands b 68.5 77.7 73.1 8.9 7.3 7.2 4 5 5
Italy 38.7 47.0 48.2 3.5 3.2 2.7 4 3 4
Sweden 71.7 70.1 72.8 2.7 1.6 1.9 5 3 4
Finland - - 72.8 - - 0.6 - 0 1
Spain - - 29.9 - - 0.7 - 0 1
Belgium 60.4 92.3 - 1 0.4 - 1 1 0

NorNorNorNorNorth Americath Americath Americath Americath America 41.241.241.241.241.2 47.947.947.947.947.9 46.246.246.246.246.2 32.532.532.532.532.5 35.135.135.135.135.1 35.335.335.335.335.3 3030303030 3030303030 2929292929
United States 38.5 44.2 41.6 31.5 32.4 32.9 28 27 26
Canada 79.2 81.2 86.7 1 2.7 2.4 2 3 3

JapanJapanJapanJapanJapan 35.535.535.535.535.5 39.539.539.539.539.5 38.738.738.738.738.7 1212121212 15.715.715.715.715.7 14.514.514.514.514.5 1212121212 1717171717 1717171717

Remaining countriesRemaining countriesRemaining countriesRemaining countriesRemaining countries 73.073.073.073.073.0 74.874.874.874.874.8 73.873.873.873.873.8 1010101010 8.38.38.38.38.3 7.77.77.77.77.7 1010101010 88888 88888
Switzerland 84.3 85.3 88.1 7.5 6.1 5.1 6 5 4
Australiaa 51.8 72.8 69.5 1.6 1.1 2.3 2 1 3
Venezuela - 44.5 29.7 - 0.5 0.4 - 1 1
New Zealand 62.2 - - 0.5 - - 1 - -
Republic of Korea - 54.5 - - 0.6 - - 1 -
Norway 58.1 - - 0.4 - - 1 - -

TTTTTotalotalotalotalotal c of all 100  listed  of all 100  listed  of all 100  listed  of all 100  listed  of all 100  listed TNCsTNCsTNCsTNCsTNCs 51.151.151.151.151.1 55.455.455.455.455.4 54.054.054.054.054.0 100100100100100 100100100100100 100100100100100 100100100100100 100100100100100 100100100100100

Source: UNCTAD, 1993a and Erasmus University database.

a TNI is the abbreviation for “transnationality index”, which is calculated as the average of three ratios: foreign assets to total
assets, foreign sales to total sales and foreign employment to total employment.

b Due to dual nationality, Royal Dutch Shell and Unilever are counted as an entry for both the United Kingdom and The Netherlands.
In the aggregate for the European Union and the total of all listed TNCs they are counted once.  Rio Tinto Plc is counted as an
entry for both the United Kingdom and Australia.   In the aggregate for the total of all 100 listed TNCs it is counted once.

c Numbers may not add up exactly due to rounding.

�����������	
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Source:  UNCTAD/Erasmus
University database.

Note:   The ratios represent
the averages of the individual
ratios of foreign assets/total
assets, foreign sales/total
sales,  foreign employment/
total employment of the top
100 expressed in per-
centages. The average
transnationality  index (TNI) of
the top 100 TNCs is the
average of the 100 individual
company transnational i ty
indices.

1990 1991 1992 1993 1994 1995 1996 1997 1998

Foreign/total sales

Foreign/total assets

Foreign/total employment

Transnationality index

Per cent
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TTTTTababababable III.4.le III.4.le III.4.le III.4.le III.4.      Ne Ne Ne Ne Newcomerwcomerwcomerwcomerwcomers to the ws to the ws to the ws to the ws to the world’orld’orld’orld’orld’s 100 lars 100 lars 100 lars 100 lars 100 largggggest est est est est TNCs,TNCs,TNCs,TNCs,TNCs, ranked b ranked b ranked b ranked b ranked by fy fy fy fy foreign assets,oreign assets,oreign assets,oreign assets,oreign assets, 1998 1998 1998 1998 1998

Ranked bRanked bRanked bRanked bRanked byyyyy
ForeignForeignForeignForeignForeign TNI TNI TNI TNI TNI aaaaa TNI TNI TNI TNI TNI aaaaa

assetsassetsassetsassetsassets               Corporation              Corporation              Corporation              Corporation              Corporation     Countr    Countr    Countr    Countr    Countryyyyy           Industr          Industr          Industr          Industr          Industryyyyy (Percentage)

13 63 Suez Lyonnaise des Eaux France Diversified 45.6
14 75 Wal-Mart Stores United States Retailing 37.2
47 77 Texas Utilities Company United States Utility 35.0
48 25 Coca-Cola Company United States Beverages 70.6
47 24 Nortel Networks Canada Telecommunications 70.8
52 86 Telef�nica SA Spain Telecommunications 29.9
61 74 RJR Nabisco Holdings United States Food/tobacco 36.9
63 22 Stora Enso Oys Finland Paper 72.8
66 95 RWE Group Germany Utility 22.1
73 49 Carrefour SA France Retailing 55.9
75 30 Compart Spa Italy Food 63.4
76 100 SBC Communications United States Telecommunications 13.5
81 98 Southern Company United States Utility 21.0
89 61 Broken Hill Proprietary Australia Steel manufacturing 49.3
97 68 Compaq Computer Corporation United States Computers 42.6
98 10 SCA Sweden Paper 80.8
99 70 ALCOA United States Aluminium manufacturing 41.7

Source: UNCTAD/Erasmus University database.

a TNI is the abbreviation for “transnationality index”, which is calculated as the average of three ratios: foreign assets to total
assets, foreign sales to total sales and foreign employment to total employment.

TTTTTababababable III.5.le III.5.le III.5.le III.5.le III.5.      Depar Depar Depar Depar Departures frtures frtures frtures frtures from the wom the wom the wom the wom the world’orld’orld’orld’orld’s 100 lars 100 lars 100 lars 100 lars 100 largggggest est est est est TNCs,TNCs,TNCs,TNCs,TNCs, ranked b ranked b ranked b ranked b ranked by fy fy fy fy foreign assets,oreign assets,oreign assets,oreign assets,oreign assets,
19981998199819981998aaaaa

Ranked in 1997 bRanked in 1997 bRanked in 1997 bRanked in 1997 bRanked in 1997 byyyyy
ForeignForeignForeignForeignForeign TNI TNI TNI TNI TNI bbbbb TNI TNI TNI TNI TNI bbbbb

assetsassetsassetsassetsassets        Corporation                    Countr       Corporation                    Countr       Corporation                    Countr       Corporation                    Countr       Corporation                    Countryyyyy  Industr Industr Industr Industr Industryyyyy (Percentage)

29 58 Philip Morris United States Food/tobacco 51.1
43 19 Novartis Switzerland Pharmaceuticals/chemicals 74.4
48 69 Texaco Incorporated United States Petroleum expl./ref./distr. 45.3
49 61 BCE Inc Canada Telecommunications/electronics 50.9
50 65 Xerox Corporation United States Photo equipment 48.7
51 45 Saint-Gobain SA France Industrial material 58.7
64 23 Lafarge SA France Construction 71.3
68 93 AMOCO Corporation c United States Petroleum expl./ref./distr. 25.9
75 62 Daewoo Corporation Republic of Korea Diversified 50.8
81 98 AT&T Corp United States Telecommunications/electronics 21.9
82 6 Solvay SA Belgium Chemicals/pharmaceuticals 92.3
85 89 International Paper United States Paper 30.7
90 13 BTR Plc d United Kingdom Plastics and foam 78.2
95 35 LVMH SA France Diversified 62.1
97 73 American Home Products United States Pharmaceuticals 41.3
99 28 Gillette Company United States Drugs, cosmetics & health 65.9

100 27 Pharmacia & Upjohn Inc. United States Pharmaceuticals 66.6

Source: UNCTAD/Erasmus University database.

a This also includes companies that could not be considered in 1998 because of the late arrival of the response to the UNCTAD
questionnaire and for which estimates could not be derived.

b TNI is the abbreviation for “transnationality index”, which is calculated as the average of three ratios: foreign assets to total
assets, foreign sales to total sales and foreign employment to total employment.

c AMOCO merged with BP into BP AMOCO.
d BTR merged with Siebe into Invensys.
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TTTTTababababable III.6.le III.6.le III.6.le III.6.le III.6.  Industr  Industr  Industr  Industr  Industry composition of the top 100 y composition of the top 100 y composition of the top 100 y composition of the top 100 y composition of the top 100 TNCs,TNCs,TNCs,TNCs,TNCs, 1990, 1990, 1990, 1990, 1990, 1997 and 1998 1997 and 1998 1997 and 1998 1997 and 1998 1997 and 1998

                                                                                              Number of entries                                                                                              Number of entries                                                                                              Number of entries                                                                                              Number of entries                                                                                              Number of entries         A        A        A        A        Averaveraveraveraveraggggge e e e e TNI TNI TNI TNI TNI aaaaa per industr per industr per industr per industr per industryyyyy
(Percentage)

IndustrIndustrIndustrIndustrIndustryyyyy 19901990199019901990 19971997199719971997 19981998199819981998 19901990199019901990 19971997199719971997 19981998199819981998

Electronics/electrical equipment/computers 14 18 17 47.4 55.0 52.6
Motor vehicle and parts 13 14 14 35.8 46.7 49.0
Petroleum exploration/refining/distribution and mining 13 13 11 47.3 48.9 52.7
Food/beverages/tobacco 9 8 10 59.0 72.7 74.3
Chemicals 12 8 8 60.1 63.3 58.5
Pharmaceuticals 6 13 8 66.1 67.5 64.3
Diversified 2 7 6 29.7 42.3 38.0
Telecommunications 2 4 6 46.2 40.7 40.4
Trading 7 3 4 32.4 34.0 24.6
Retailing - 1 3 - 71.5 52.0
Utilities - - 3 - - 26.0
Metals 6 - 2 55.1 - 45.5
Media 2 1 2 82.6 72.8 86.7
Construction 4 3 1 58.8 70.3 90.5
Machinery/engineering 3 2 - 54.5 35.8 -
Other 7 5 5 57.6 60.8 69.9

Total/average 100 100 100 51.1 55.4 53.9

Source: UNCTAD, 1993a and Erasmus University database.

a TNI is the abbreviation for “transnationality index”, which is calculated as the average of three ratios:  foreign assets to total
assets, foreign sales to total sales and foreign employment to total employment.

Triad in total FDI outflows decreased
from 87 per cent in 1990 to 75 per cent
in 1996 to rebound in 1999.  The most
recent rise is mainly due to the current
cross-border M&A wave, in which the
top 100 have a considerable role.

• During the past nine years, 57 of the
top 100 TNCs have continued to feature
in the list. Ten TNCs that were in the
first list did not appear in the 1998 list
because of M&As. The successor
companies (e.g. DaimlerChrysler, BP
Amoco and Diageo) replaced them.

The list was dominated in 1998 by
the same three industries as in previous
years: electronics/electrical equipment, motor
vehicles and petroleum exploration and
distribution (table III.6).  In 1998, 57 of the
top 100 TNCs were in one of these four
industries, with 31 in the first two. The
emergence of large transnational utility and
telecommunication companies in the list,
resulting from the increasing liberalization
of their markets, as well as a worldwide
consolidation in the pharmaceuticals, reduced
the number of pharmaceutical firms in the
list from 13 to 8 entries in 1998.

2.   T2.   T2.   T2.   T2.   Transnationalityransnationalityransnationalityransnationalityransnationality

The TNC “transnationality index”
is the average of three ratios: foreign assets/
total assets, foreign sales/total sales and
foreign employment/total employment.  It
is intended to capture the foreign dimension
of assets, sales and employment in a firm’s
overall activities. Between 1990 and 1998,
the average transnationality index of the
world’s top 100 TNCs3 rose from 51 per
cent in 1990 to 55 per cent in 1997 and declined
to 54 per cent in 1998 (figure III.2). The
slight decline is mainly due to the emergence
of large transnational utility and
telecommunication companies, whose average
transnationality index in 1998 was 37
percentage points as compared to 54
percentage points for the top 100 in total.
The small decrease in total foreign sales
in 1998, accompanied by a marginal increase
in domestic sales, also helps account for
the decline in the overall transnationality
index.

In 1998, as in earlier years, the index
is led by firms from countries with small
domestic markets: of the top 10 TNCs in
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terms of transnationality (table III.7), only
one was headquartered in a single, relatively
large, economy (United Kingdom). This is
not surprising, as TNCs from smaller home
countries tend to go abroad to overcome
the constraints of their home markets and
to make full use of their ownership
advantages. The top 10 rises and declines
in the transnationality index mostly feature
TNCs from smaller home countries (figures
III.3 and III.4).

Looking at transnationality by
industry, one finds great variations (table
III.6). Food and beverages topped the list
with 74 per cent, while trading was at the

bottom with 25 per cent. The degree of
transnationality of the top five firms in all
industries that have at least five entries
in the lists of both 1990 and 1998 increased
substantially over the period 1990-1998 (table
III.8). Food and beverages firms exhibited
the largest gains (25 percentage points),
while petroleum firms the smallest (6
percentage points). The top five motor vehicle
companies remained among the least
transnationalized, whereas the top five food
and beverages firms, closely followed by
pharmaceutical and electronic firms, had
gained substantially over the period.  The
different allocation and use of capital in
the various industries could explain this

TTTTTababababable III.7.le III.7.le III.7.le III.7.le III.7.          The wThe wThe wThe wThe world’orld’orld’orld’orld’s top 10 s top 10 s top 10 s top 10 s top 10 TNCs in terms of transnationalityTNCs in terms of transnationalityTNCs in terms of transnationalityTNCs in terms of transnationalityTNCs in terms of transnationality,,,,, 1998 1998 1998 1998 1998

Ranking 1998 bRanking 1998 bRanking 1998 bRanking 1998 bRanking 1998 byyyyy  Ranking 1997 b  Ranking 1997 b  Ranking 1997 b  Ranking 1997 b  Ranking 1997 byyyyy
ForeignForeignForeignForeignForeign   Foreign  Foreign  Foreign  Foreign  Foreign
assetsassetsassetsassetsassets TNI TNI TNI TNI TNI aaaaa assetsassetsassetsassetsassets TNI TNI TNI TNI TNI aaaaa CorporationCorporationCorporationCorporationCorporation CountrCountrCountrCountrCountryyyyy IndustrIndustrIndustrIndustrIndustryyyyy TNI TNI TNI TNI TNI aaaaa

34 1 23 1 Seagram Company Canada Beverages/media 94.8
57 2 52 3 Thomson Corporation Canada Media/publishing 94.6
10 3 9 4 Nestlé SA Switzerland Food/beverages 94.2
82 4 74 7 Electrolux AB Sweden Electrical equipment/electronics 92.7
69 5 77 37 British American Tobacco Plc United Kingdom Food/tobacco 91.0
62 6 89 11 Holderbank Financière Glarus Switzerland Construction materials 90.5
12 7 18 5 Unilever Netherlands/

  United Kingdom Food/beverages 90.1
15 8 14 2 ABB Switzerland Electrical equipment 89.1
71 9 94 24 SmithKline Beecham Plc United Kingdom Pharmaceuticals 82.3
98 10 New New SCA Sweden Paper 80.8

Source: UNCTAD/Erasmus University database.

a   TNI is the abbreviation for “transnationality index”, which is calculated as the average of
    three ratios: foreign assets to total assets, foreign sales to total sales and foreign employment to total employment.
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Source:  UNCTAD/Erasmus
University database.
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1991

1990

42 44 46 48 50 52 54 56
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TTTTTababababable III.le III.le III.le III.le III. 8. 8. 8. 8. 8.   A   A   A   A   Averaveraveraveraveraggggges in transnationality indees in transnationality indees in transnationality indees in transnationality indees in transnationality index,x,x,x,x, assets, assets, assets, assets, assets, sales and emplo sales and emplo sales and emplo sales and emplo sales and employmentymentymentymentyment
of the top 5 of the top 5 of the top 5 of the top 5 of the top 5 TNCs in eacTNCs in eacTNCs in eacTNCs in eacTNCs in each industrh industrh industrh industrh industryyyyy,,,,,     aaaaa 1990, 1990, 1990, 1990, 1990, 1997 and 1998 1997 and 1998 1997 and 1998 1997 and 1998 1997 and 1998

(Percentage points, and per cent of top 100 total)

     TTTTTransnationalityransnationalityransnationalityransnationalityransnationality             Assets             Assets             Assets             Assets             Assets                    Sales                   Sales                   Sales                   Sales                   Sales                   Emplo                  Emplo                  Emplo                  Emplo                  Employmentymentymentymentyment

IndustrIndustrIndustrIndustrIndustryyyyy      YYYYYearearearearear indeindeindeindeindexxxxx ForeignForeignForeignForeignForeign TTTTTotalotalotalotalotal ForeignForeignForeignForeignForeign TTTTTotalotalotalotalotal ForeignForeignForeignForeignForeign TTTTTotalotalotalotalotal

Petroleum 1990 57.7 15.1 10.6 15.8 11.9 5.5 4.2
1997 60.2 11.2 7.8 12.8 10.7 3.5 3.2
1998 63.8 10.8 7.0 11.8 9.0 4.0 3.2

Motor vehicles 1990 34.7 11.9 15.3 10.4 11.8 9.7 14.2
1997 41.1 13.1 17.6 11.2 13.9 10.5 14.7
1998 44.1 13.1 18.4 15.8 15.5 11.6 13.1

Electronics/
 electrical equipment 1990 36.1 6.4 7.4 4.7 6.3 6.5 9.6

1997 59.5 12.1 12.6 8.6 7.8 12.5 11.3
1998 58.3 13.1 12.9 8.9 8.1 11.6 10.5

Pharmaceuticals 1990 47.1 1.5 1.3 1.6 1.4 2.4 2.3
1997 63.8 4.4 3.6 3.5 2.7 4.5 3.5
1998 71.5 4.9 3.3 4.0 2.5 4.4 3.4

Chemicals 1990 51.6 5.3 4.2 5.9 4.5 4.8 5.4
1997 63.4 5.8 3.7 5.1 3.9 4.8 4.5
1998 53.5 3.3 3.0 3.7 3.1 3.2 3.5

Food/beverages 1990 60.8 7.2 5.6 5.8 5.0 11.7 7.6
1997 81.1 6.4 4.2 7.1 4.6 11.2 6.5
1998 85.3 6.8 3.6 5.9 3.3 8.8 4.9

Source: UNCTAD, 1993a  and Erasmus University database.

a Only industries that have at least five entries in the lists of the top 100 TNCs of 1990, 1997 and 1998.
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Source:  UNCTAD/Erasmus
University database.
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Chapter III      The Largest Transnational Corporations

structural phenomenon. Actually, only the
motor vehicle companies still maintain a
transnationality index below 50 per cent
at the end of the 1990s whereas all the other
five manufacturing industries moved their
industry-specific transnationality indices
substantially above 50 per cent. The motor
vehicle industry will certainly catch up within
the next five years, given the trend towards
global consolidation in that industry.

B.    The largest 50 TNCs fromB.    The largest 50 TNCs fromB.    The largest 50 TNCs fromB.    The largest 50 TNCs fromB.    The largest 50 TNCs from
developing economiesdeveloping economiesdeveloping economiesdeveloping economiesdeveloping economies

The 1998 list of the top 50 non-financial
TNCs from developing economies, ranked
by foreign assets, naturally features some
of the best-known enterprises from Asia,
Latin America and Africa (table III.9).  As
in 1997, Petr�leos de Venezuela (Venezuela)
tops the list, followed by Daewoo Corporation
(Republic of Korea).  Although these two
corporations have also figured among the
world’s largest 100 TNCs since 1995, this
year, Daewoo missed the $6.8 billion mark,
which was the threshold for entry into the
top 100.

The next four largest developing-
economy TNCs  have foreign assets ranging
from $4.6 to $6.0 billion, a level that is not
too far from the lowest-ranked TNCs in
the top 100.  In general, however, the biggest
TNCs from developing economies are
relatively small, judged by foreign assets.
Their median foreign-asset holdings are

around 1.5 billion — far below the median
foreign-asset level of the top 100, which
was around 14 billion in 1998.  Table III.10
illustrates some changes in the main variables
of the top 50 TNCs group over 1997 — 1998.

The performance of the group as a
whole changed somewhat in 1998.  In 1998,
movements in the main variables were mixed
with the ratio of foreign-assets-to-total assets
increasing significantly, while the ratio of
foreign-sales-to-total-sales and foreign-
employment-to-total-employment experienced
another decline (figure III.5).  In addition,
foreign employment and especially foreign
sales declined significantly. These movements
seem to be linked to the financial crises
in the major home countries of the top 50
TNCs.  Nevertheless, the trend towards
increasing transnationalization resumed in
1998, as indicated by the 2.4 per cent increase
over 1997 in the average index of
transnationality of the top 50 TNCs from
developing countries (table III.10 and figure
III.5). This result reflects the increase in
the top 50 stock of foreign assets, from $103
to $109 billion in 1998, as compared to total
assets which declined by 1 percentage point.

In terms of the degree of
transnationality, the top five companies in
the list of the largest TNCs from developing
countries were from Asia (table III.11).  As
in the case of the world’s 100 largest TNCs,
those of the top 50 list headquartered in
the smaller developing countries were among
the most transnationalized in their group.
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Source:  UNCTAD/Erasmus
University database.
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Typically, companies enter or leave
the list either because the level of their foreign
assets changes relative to other companies
on the list, or because they merge, or otherwise
leave the marketplace. Mobility among the
top 50 used to be considerable during the
first years of the list (1993 to 1996).  Since
then it has stabilized.  In 1998, five new
entries and corresponding exits (tables III.12
and III.13) were registered, compared to
seven in 1997 and twelve in 1996.

The most strongly represented
industries (in terms of numbers) in the top
50 group in 1998 were : construction, food
and beverages, diversified, and petroleum
exploration, refining and distribution.  These
industry groups together accounted for about
60 per cent of the foreign assets, foreign
sales and foreign employment of the top
50 group as a whole in 1998 (figure III.6).
This has been a significant increase compared
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Source:  UNCTAD, FDI/
TNC database.

Note: The average
transnationality  index (TNI) of
the top 50 TNCs is the
average of the 50 individual
company transnational i ty
indices.

TTTTTababababable III.10.le III.10.le III.10.le III.10.le III.10.  Snapshot of the top 50   Snapshot of the top 50   Snapshot of the top 50   Snapshot of the top 50   Snapshot of the top 50 TNCsTNCsTNCsTNCsTNCs

 fr fr fr fr from deom deom deom deom developing economies,veloping economies,veloping economies,veloping economies,veloping economies, 1998 1998 1998 1998 1998

(Billions of dollars, percentage and number of employees)

ChangChangChangChangChange e e e e aaaaa

VVVVVariabariabariabariabariablelelelele 19981998199819981998 19971997199719971997 1998 vs. 19971998 vs. 19971998 vs. 19971998 vs. 19971998 vs. 1997
(Percentage)

AssetsAssetsAssetsAssetsAssets
Foreign 109 103 5.8
Total 449 453 -1.0

SalesSalesSalesSalesSales
Foreign 109 136 -19.7
Total 289 306 -5.7

EmploEmploEmploEmploEmploymentymentymentymentyment
Foreign 400 475 483 129 -17.1
Total 1 546 883 1 737 756 -11.0

AAAAAveraveraveraveraveraggggge indee indee indee indee indexxxxx
 of transnationality of transnationality of transnationality of transnationality of transnationality 36.6 34.2  2.4 a

Source: UNCTAD, FDI/TNC database.

a Change is measured in percentage points.

TTTTTababababable III.11.le III.11.le III.11.le III.11.le III.11.          The top five The top five The top five The top five The top five TNCs frTNCs frTNCs frTNCs frTNCs from deom deom deom deom developing economies in terms of transnationalityveloping economies in terms of transnationalityveloping economies in terms of transnationalityveloping economies in terms of transnationalityveloping economies in terms of transnationality,,,,, 1998 1998 1998 1998 1998

   Ranking b   Ranking b   Ranking b   Ranking b   Ranking byyyyy

TNI TNI TNI TNI TNI aaaaa ForeignForeignForeignForeignForeign TNI TNI TNI TNI TNI aaaaa

assetsassetsassetsassetsassets CorporationCorporationCorporationCorporationCorporation EconomEconomEconomEconomEconomyyyyy IndustrIndustrIndustrIndustrIndustryyyyy (Per cent)

1 50 Want Want Holdings, Limited Singapore Food and beverages 97.9
2 30 Orient Overseas (International) Limited Hong Kong (China) Transportation 84.3
3 21 Guangdong Investment Limited Hong Kong (China) Diversified 77.9
4 46 WBL Corporation Limited Singapore Electronics and electrical

equipment 76.2
5 47 Asia Pacific Breweries Limited Singapore Food and beverages 74.8

Source: UNCTAD, FDI/TNC database.

a TNI is the abbreviation for “transnationality index”, which is calculated as the average of three ratios:  foreign assets to total
assets, foreign sales to total sales and foreign employment to total employment.
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to just five years earlier, when the same
industry groups accounted for only about
40 per cent of the foreign assets, foreign
sales and foreign employment of the top
50 TNCs (figure III.6).

This increase of 50 per cent in these
industries’ combined share in the top 50’s
foreign assets, foreign sales and foreign
employment in a span of only five years
suggests that they are at the forefront of
the transnationalization process.  Indeed,
if one looks at the average transnationality
index of these four industry groups (figure
III.7), this impression is confirmed. The
transnationality index increased for all four
over the five-year period 1993-1998 and
very substantially so for two of the four:
for food and beverages, it nearly tripled,
going from 16 to 47 per cent, while for the
petroleum group, it jumped by a multiple
of six, from 3 to 19 per cent (table III.14).

In 1998, the most transnationalized
industries among the top 50 TNCs were
transport, pulp and paper, diversified, and
food and beverages, with transnationality
indices ranging from 40 to almost 64 per
cent (table III.14).  These results contrast
with the findings for the top 100 (table III.6),
where food and beverage as well as chemicals
and pharmaceuticals had significantly higher
transnationality indices than they did for
the top 50 group. The difference between
the top 50 and the top 100 in their
transnationality indices for the petroleum
exploration, refining and distribution group
is also remarkable:  19  in the former as
against more than 50 in the latter.

The top 50 are in general much less
transnationalized than the top 100, reflecting
the fact that firms from developing economies
began investing abroad much later than
their developed-country counterparts.  Their

TTTTTababababable III.12.le III.12.le III.12.le III.12.le III.12.        Ne   Ne   Ne   Ne   Newcomerwcomerwcomerwcomerwcomers to the top 50 s to the top 50 s to the top 50 s to the top 50 s to the top 50 TNCs frTNCs frTNCs frTNCs frTNCs from deom deom deom deom developing economies,veloping economies,veloping economies,veloping economies,veloping economies, 1998 1998 1998 1998 1998

              Ranked b              Ranked b              Ranked b              Ranked b              Ranked byyyyy

NumberNumberNumberNumberNumber   Foreign         Foreign         Foreign         Foreign         Foreign      TNITNITNITNITNIaaaaa CorporationCorporationCorporationCorporationCorporation EconomEconomEconomEconomEconomyyyyy IndustrIndustrIndustrIndustrIndustryyyyy TNITNITNITNITNIaaaaa

assetsassetsassetsassetsassets (Per cent)

1 47 5 Asia Pacific Breweries Limited Singapore Food and beverages 74.8
2 44 50 CLP Holdings Limited Hong Kong (China) Electric utilities or services 4.9
3 48 38 Metalurgica Gerdau, S.A. Brazil Steel and iron 17.1
4 42 13 NatSteel Group Singapore Steel and iron 50.0
5 46 4 WBL Corporation Limited Singapore Electronics and electrical

equipment 76.2

Source: UNCTAD, FDI/TNC database.

a TNI is the abbreviation for “transnationality index”, which is calculated as the average of three ratios:   foreign assets to total
assets, foreign sales to total sales and foreign employment to total employment.

TTTTTababababable III.13.le III.13.le III.13.le III.13.le III.13.        Depar   Depar   Depar   Depar   Departures frtures frtures frtures frtures from the top 50 om the top 50 om the top 50 om the top 50 om the top 50 TNCs frTNCs frTNCs frTNCs frTNCs from deom deom deom deom developing economies,veloping economies,veloping economies,veloping economies,veloping economies, 1998 1998 1998 1998 1998

                                    Ranked in 1997 b Ranked in 1997 b Ranked in 1997 b Ranked in 1997 b Ranked in 1997 byyyyy

NumberNumberNumberNumberNumber   Foreign         Foreign         Foreign         Foreign         Foreign      TNITNITNITNITNIaaaaa CorporationCorporationCorporationCorporationCorporation EconomEconomEconomEconomEconomyyyyy IndustrIndustrIndustrIndustrIndustryyyyy TNITNITNITNITNIa a a a a in 1997in 1997in 1997in 1997in 1997
assetsassetsassetsassetsassets (Per cent)

1 40 22 China National Foreign Trade
Transportation Corp. China Transportation 31

2 35 36 Empresas CMPC, S.A. Chile Pulp and paper 18
3 47 47 SABIC - Saudi Basic Saudi Arabia Chemicals and

Industries Corp. pharmaceuticals 12
4 49 44 Vitro S.A. de C.V. Mexico Other 15
5 50 27 Wing On International

Holdings Limited Hong Kong (China) Diversified 28

Source:  UNCTAD, FDI/TNC database.

a TNI is the abbreviation for “transnationality index”, which is calculated as the average of three ratios:   foreign assets to total
assets, foreign sales to total sales and foreign employment to total employment.
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Source:  UNCTAD, FDI/
TNC database.
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TTTTTababababable III.14.le III.14.le III.14.le III.14.le III.14.       Industr  Industr  Industr  Industr  Industry composition of the top 50 y composition of the top 50 y composition of the top 50 y composition of the top 50 y composition of the top 50 TNCs frTNCs frTNCs frTNCs frTNCs from deom deom deom deom developingvelopingvelopingvelopingveloping
economies, 1993, 1997 and 1998economies, 1993, 1997 and 1998economies, 1993, 1997 and 1998economies, 1993, 1997 and 1998economies, 1993, 1997 and 1998

Number of entriesNumber of entriesNumber of entriesNumber of entriesNumber of entries                    A                   A                   A                   A                   Averaveraveraveraveraggggge e e e e TNI TNI TNI TNI TNI aaaaa per industr per industr per industr per industr per industryyyyy
(Percentage)

IndustrIndustrIndustrIndustrIndustryyyyy 19931993199319931993 19971997199719971997 19981998199819981998 19931993199319931993 19971997199719971997 19981998199819981998

Diversified 12 16 11 25.6 35.8 40.1
Food and beverages 7 7 8 15.6 40.8 47.0
Construction 4 6 6 28.8 31.5 30.2
Petroleum expl./ref./distr. 3 5 5 3.1 21.8 18.6
Electronics and electrical equipment 7 4 4 28.1 37.2 39.3
Electric Utilities or Services 1 2 3 2.0 32.2 20.8
Steel and iron 5 .. 3 11.6 .. 27.2
Trade .. .. 3 .. .. 38.6
Transportation 1 4 3 23.2 46.6 50.5
Chemicals and pharmaceuticals 1 2 1 17.0 9.9 7.7
Other 4 1 1 23.6 15.3 63.3
Pulp and paper 2 2 1 26.0 39.8 63.8
Tourism and hotel 3 1 1 33.1 32.7 35.4

Average/total b 50 50 50 19.8 34.2 36.6

Source: UNCTAD, FDI/TNC database.

Note:  This list does not include countries from Central and Eastern Europe.

a TNI is the abbreviation for “transnationality index”, which is calculated as the average of three ratios:foreign assets to total
assets, foreign sales to total sales and foreign employment to total employment.

b Numbers may not add up exactly due to rounding.

     TTTTTababababable III.15.le III.15.le III.15.le III.15.le III.15.  Countr  Countr  Countr  Countr  Country composition of the top 50 y composition of the top 50 y composition of the top 50 y composition of the top 50 y composition of the top 50 TNCs frTNCs frTNCs frTNCs frTNCs from deom deom deom deom developing economies,veloping economies,veloping economies,veloping economies,veloping economies,
bbbbby transnationality indey transnationality indey transnationality indey transnationality indey transnationality index and fx and fx and fx and fx and foreign assets,oreign assets,oreign assets,oreign assets,oreign assets, 1993, 1993, 1993, 1993, 1993, 1997 and 1998 1997 and 1998 1997 and 1998 1997 and 1998 1997 and 1998

AAAAAveraveraveraveraveraggggge e e e e TNI TNI TNI TNI TNI aaaaa Share in total fShare in total fShare in total fShare in total fShare in total foreign assetsoreign assetsoreign assetsoreign assetsoreign assets
per countrper countrper countrper countrper countryyyyy of the top 50of the top 50of the top 50of the top 50of the top 50
(Percentage)  (Percentage)

EconomEconomEconomEconomEconomyyyyy 19931993199319931993 19971997199719971997 19981998199819981998 19931993199319931993 19971997199719971997 19981998199819981998

South, East andSouth, East andSouth, East andSouth, East andSouth, East and
  South-East Asia  South-East Asia  South-East Asia  South-East Asia  South-East Asia 21.821.821.821.821.8 42.542.542.542.542.5 35.835.835.835.835.8 70.670.670.670.670.6 66.166.166.166.166.1 65.765.765.765.765.7
     China .. 36.5 24.8 .. 10.8 8.8
     Hong Kong (China) 36.5 61.4 56.6 22.0 24.9 22.0
     India 6.4 17.1 7.7 0.4 0.9 0.8
     Korea, Republic of 20.2 41.0 31.9 24.8 19.6 16.7
     Malaysia 20.0 34.0 32.3 4.7 2.3 6.3
     Philippines 6.9 33.8 30.1 1.4 1.0 1.5
     Singapore 43.0 63.2 58.9 5.3 4.5 7.2
     Taiwan Province of China 19.6 53.1 44.2 12.3 2.2 2.4

Latin AmericaLatin AmericaLatin AmericaLatin AmericaLatin America 14.014.014.014.014.0 28.328.328.328.328.3 27.327.327.327.327.3 29.929.929.929.929.9 28.528.528.528.528.5 28.228.228.228.228.2
     Argentina .. 17.2 19.8 .. 3.7 4.1
     Brazil 17.4 17.5 18.5 12.0 6.0 7.6
     Chile 12.1 22.5 21.8 1.0 3.9 3.4
     Mexico 12.5 39.7 52.6 16.9 6.3 5.9
     Venezuela .. 44.5 23.7 .. 8.6 7.3

AfricaAfricaAfricaAfricaAfrica .......... 31.831.831.831.831.8 45.045.045.045.045.0 .......... 5.45.45.45.45.4 6.36.36.36.36.3

 A A A A Averaveraveraveraveraggggge/total e/total e/total e/total e/total bbbbb 19.8 34.2 36.6 100.0 100.0 100.0

Source: UNCTAD, FDI/TNC database.

Note:   This list does not include countries from Central and Eastern Europe.

a TNI is the abbreviation for “transnationality index”, which is calculated as the average of three ratios:foreign assets to total
assets, foreign sales to total sales and foreign employment to total employment.

b Numbers may not add up exactly due to rounding.
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average index value stood at 37 per cent
in 1998 as against 54 per cent for the top
100.  The smaller economies, Singapore and
Hong Kong (China) (table III.15), exhibit
the greatest transnationality, as might be
expected given the size of their domestic
markets.

With respect to national origins, the
list continues to be dominated by TNCs
from South, East and South-East Asia,
accounting for 66 per cent of the top 50
total foreign assets (table III.15), with Hong
Kong (China), the Republic of Korea, China
and Singapore, in that order, being the most

important home countries (figure III.8).  They
were followed by firms from Latin America.
Africa’s share in the foreign assets of the
top 50 TNCs remains very low.

C.   The largest 25 TNCs fromC.   The largest 25 TNCs fromC.   The largest 25 TNCs fromC.   The largest 25 TNCs fromC.   The largest 25 TNCs from
Central EuropeCentral EuropeCentral EuropeCentral EuropeCentral Europe

The list presented in this report (table
III.16) is a revision of the largest Central
European TNCs list included in WIR99.  It
is  based on 1998 data, confirming, and in
some cases revising, the data provided last
year by the firms responding to the UNCTAD
survey of the largest TNCs in Central Europe.4

�����������!
Foreign assets of the bigForeign assets of the bigForeign assets of the bigForeign assets of the bigForeign assets of the biggggggest inest inest inest inest investorvestorvestorvestorvestors frs frs frs frs from deom deom deom deom developing economies,veloping economies,veloping economies,veloping economies,veloping economies, 1997, 1997, 1997, 1997, 1997, 1998 1998 1998 1998 1998

(a)  Asia(a)  Asia(a)  Asia(a)  Asia(a)  Asia

(b)  Latin America(b)  Latin America(b)  Latin America(b)  Latin America(b)  Latin America

Source:  UNCTAD, FDI/TNC database.
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While reflecting some improvement
in reporting in various Central European
countries, the list confirms the findings of
last year ’s report as regards the basic
characteristics of the largest TNCs from
Central Europe. Latvian Shipping Company
(transport) continues to be the biggest TNC
in terms of foreign assets. The second place
is now held by a newly reporting company,
Hrvatska Elektroprivreda (Croatia; utilities),
while previously second Podravka (Croatia;
food and beverages and pharmaceuticals)
appears third on the list. In terms of degree
of transnationality, Atlantska Plovidba
(Croatia) and Adria Airways (Slovenia) are
the leaders, as indicated last year, while
revised data put Latvian Shipping in third
place. It is to be noted that all these firms
are in the transport industry.

The diversity of country composition
is also confirmed (table III.17).  Nine countries
were represented in the 1997 list and eight
in the 1998 list. Firms from Estonia, Lithuania,
TFYR Macedonia, Romania and Ukraine
were too small to qualify for the top 25
list. Their largest TNCs are shown separately
in table III.18.

As was the case last year, the number
of Russian firms participating in the survey
is not representative enough to include firms
from the Russian Federation.  Data on the
Russian firms that did report are presented
separately (table III.18).  Had they been
included, two of them (Lukoil Co. and
Primorsk Shipping) would have appeared
as the largest and fifth largest TNCs of the
region. The degree of transnationality of
Lukoil is below the average transnationality
index of the top 25 Central European TNCs,
while that of Primorsk Shipping, a transport
firm, is high.

The data in this year ’s survey confirm
most of the trends highlighted last year:
the fast growth in foreign assets, and negative
growth in total assets, total sales, and both
foreign and total employment. The revised
data also show a slight decline in foreign
sales, as compared to an increase reported
last year.  This change is due to the fact
that newly reporting firms typically had
decreasing foreign sales and other companies
revised their 1998 figures downwards. The
large decline in total employment is due
to the fact that, in 1998, the Romanian oil

firm, Petrom S.A., with a total employment
of 90,000, departed from the list. There is
in fact a great diversity among firms from
the region in employment, with the number
of employees ranging from 188 (Graphisoft)
to 33,000 (KGMM Polska Miedz). The data
confirm, as noted last year, that foreign
employment is the weak point of Central
European TNCs.  All firms, except Latvian
Shipping Co. and Budimex Capital Group
in the list, have a ratio of foreign to total
employment of less than 0.24 which is clearly
below the average ratio of 0.35 of the top
50 TNCs from developing countries.

Revised data also confirm the relatively
low value of the average transnationality
index, 32 per cent (table III.19), and of its
median, 20 per cent, which suggests that
the transnationalization of these firms is
still fairly limited.

As regards industry composition,
transport is the most strongly represented
industry, followed by mining including
petroleum and gas, and chemicals and
pharmaceuticals (table III.20).

Preliminary data for 1999 are available
on 13 of the top 25 TNCs on the 1998 list.
They seem to confirm the trends of the
previous years. The foreign assets of these
firms continued to increase in 1999, and
their total and foreign sales have also
increased, reversing previous trends.

TTTTTababababable III.17.le III.17.le III.17.le III.17.le III.17.  Countr  Countr  Countr  Countr  Country composition of they composition of they composition of they composition of they composition of the
top 25 top 25 top 25 top 25 top 25 TNCs based in Central EurTNCs based in Central EurTNCs based in Central EurTNCs based in Central EurTNCs based in Central Europeopeopeopeope,,,,,

1997 and 19981997 and 19981997 and 19981997 and 19981997 and 1998
(Number of entries)

CountrCountrCountrCountrCountryyyyy 19971997199719971997 19981998199819981998

Croatia 5 5
Hungary 5 5
Slovenia 4 4
Poland 3 3
Slovakia 3 3
Czech Republic 2 3
Latvia 1 1
Republic of Moldova 1 1
Romania 1 -
Total 25 25

Source: UNCTAD survey of top 25 TNCs in Central
Europe.
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The top 25 firms are actively pursuing
both greenfield investments and foreign
acquisitions as a mode of international
expansion, as illustrated by the fast increase
in their foreign assets.  Between 1 January
1997 and 30 June 2000, 7 of the top 25 firms

TTTTTababababable III.19.le III.19.le III.19.le III.19.le III.19.      Snapshot of the top 25  Snapshot of the top 25  Snapshot of the top 25  Snapshot of the top 25  Snapshot of the top 25 TNCsTNCsTNCsTNCsTNCs
based in Central Eurbased in Central Eurbased in Central Eurbased in Central Eurbased in Central Europeopeopeopeope,,,,,     1997 and 19981997 and 19981997 and 19981997 and 19981997 and 1998

(Millions of dollars, number of employees,
percentage)

ChangChangChangChangChange ofe ofe ofe ofe of

1998 ver1998 ver1998 ver1998 ver1998 versussussussussus

VVVVVariabariabariabariabariablelelelele 19971997199719971997 19981998199819981998  1997 1997 1997 1997 1997

AssetsAssetsAssetsAssetsAssets

   Foreign 2 669 2 937 10.0

   Total 21 054 18 738 -11.0

SalesSalesSalesSalesSales

   Foreign 4 907 4 784 -2.5

   Total 18 041 15 122 -16.2

EmploEmploEmploEmploEmploymentymentymentymentyment

   Foreign 9 814 8 754 -10.8

   Total 302 157 205 684 -31.9

AAAAAveraveraveraveraveragggggeeeee

transnationality indetransnationality indetransnationality indetransnationality indetransnationality indexxxxx 32.3 32.3 -0.1

Source: UNCTAD survey of top 25 TNCs in Central
Europe.

TTTTTababababable III.20.le III.20.le III.20.le III.20.le III.20.  Industr  Industr  Industr  Industr  Industry composition of they composition of they composition of they composition of they composition of the
top 25 top 25 top 25 top 25 top 25 TNCs based in Central EurTNCs based in Central EurTNCs based in Central EurTNCs based in Central EurTNCs based in Central Europeopeopeopeope,,,,,

1997 and 19981997 and 19981997 and 19981997 and 19981997 and 1998
(Number of entries)

IndustrIndustrIndustrIndustrIndustryyyyy 19971997199719971997 19981998199819981998

Transportation 5 5
Mining and petroleum 5 4
Chemicals and pharmaceuticals a 4 4
Other or diversified manufacturing a 4 4
Metallurgy (iron and steel) 2 2
Trade a 2 2
Food and beverages a 1 2
Business services 1 1
Construction 1 1
Machinery and equipment 1 1
Utility 1 1

Total b 25 25

Source: UNCTAD survey of top 25 TNCs in Central
Europe.

a Firms can be listed under more than one industry.
b The total does not add up to 25 because of some limited

double listing.

Box III.1. The acquisition of Slovnaft by MOL Hungarian Oil & Gas Plc.Box III.1. The acquisition of Slovnaft by MOL Hungarian Oil & Gas Plc.Box III.1. The acquisition of Slovnaft by MOL Hungarian Oil & Gas Plc.Box III.1. The acquisition of Slovnaft by MOL Hungarian Oil & Gas Plc.Box III.1. The acquisition of Slovnaft by MOL Hungarian Oil & Gas Plc.

undertook foreign acquisitions.  The average
size of these deals is still fairly small. Until
June 2000, the acquisition by MOL Hungarian
Oil & Gas Plc. of Slovnaft, a company from
Slovakia, for $262 million was the biggest
publicly announced deal (box III.1).

On 31 March 2000, MOL Hungarian Oil
& Gas Plc. acquired a 36 per cent stake in
Slovnaft, a Slovakian oil company, for $262
million (MOL, 2000a). This intra-regional deal
illustrates the fact that, after a decade of
transition, some advanced Central European
firms have developed sufficient managerial
skills and financial strength to carry out major
cross-border acquisitions. Prior to the Slovnaft
acquisition, MOL had changed both its
management style and its strategic directions.
It decided to stop high-cost exploration, and
concentrate on refining and marketing (MOL,
1999). In 1999, MOL was in merger talks with
the Croatian oil firm INA. But that deal did
not materialize (The Economist, 2000).

The two companies together are expected
to consolidate their market lead in Hungary
(with an estimated 36 per cent retail market
share in oil products) and Slovakia (38 per

cent),  and strengthen their position in
Romania and the Czech Republic.  In
qualitative terms, MOL and Slovnaft together
would control some of the most complex and
modern refining assets in the region (MOL,
2000b). They would also match the size of
major competitors (box table).

The MOL-Slovnaft deal may also signal
a change in national attitudes towards the
downstream oil industry, which had been seen
as too sensitive to qualify for foreign strategic
investments (The Economist, 2000). Still, the
MOL deal is not yet a majority acquisition. Two
years after the initial acquisition, however,
MOL would have the option to buy a majority
stake in Slovnaft.

It seems that, in the longer term, MOL
intends to pursue a strategy of consolidation
in the downstream oil industry of Central

/...
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Chapter III      The Largest Transnational Corporations

1 Financial firms are excluded because of the
different economic functions of assets of
financial and non-financial firms and the
unavailability of relevant data for the
former.

2 These estimates are based on the estimates
of the1998 sales, assets and employment of
foreign affiliates of TNCs, as given in table
I.2 of WIR 99. These ratios, especially those
relating to sales and assets, should be treated
with caution, as the data on the foreign
assets and sales of the top 100 TNCs, mostly

Europe (The Economist, 2000). At the press
conference on the Slovnaft deal,  this
acquisition was presented as “the first in a series

of initiatives that position MOL as a driving force
in the future regional consolidation” (Central
Europe Online, 2000).

Sources: UNCTAD based on Central Europe Online (2000); “Oil in Eastern Europe:  MOL’s milestone”,
The Economist, 8 April 2000; Expert (2000); MOL (1999); MOL (2000a); MOL (2000b).

Box table III.1.  Financial performance of selected oil companies, 1999-2000Box table III.1.  Financial performance of selected oil companies, 1999-2000Box table III.1.  Financial performance of selected oil companies, 1999-2000Box table III.1.  Financial performance of selected oil companies, 1999-2000Box table III.1.  Financial performance of selected oil companies, 1999-2000
(Millions of  dollars)

MarketMarketMarketMarketMarket
CompanCompanCompanCompanCompanyyyyy CountrCountrCountrCountrCountryyyyy  capitalization capitalization capitalization capitalization capitalization SalesSalesSalesSalesSales  Pre-tax pr Pre-tax pr Pre-tax pr Pre-tax pr Pre-tax profitofitofitofitofit Price/earningsPrice/earningsPrice/earningsPrice/earningsPrice/earnings

24 April 200024 April 200024 April 200024 April 200024 April 2000 19991999199919991999 19991999199919991999 ratioratioratioratioratio

Lukoila Russian Federation 9 920 10 452 260 38.2
PKNb Poland 2 154 3 579 235 9.2
ÖMVb Austria 2 077c 5 515 206 10.1
MOLb Hungary 1 849 2 973 325 5.7
Unipetrolb Czech Republic 303c 1 564 68 4.5
Slovnaftb Slovakia 277c 1 031 32d 8.7

Source:     Financial Times 500, May 2000.
a Exploration and extraction company.
b Refining and marketing (downstream company).
c 3 April 2000.
d Without foreign-exchange losses of $ 65 million.

Box III.1. The acquisition of Slovnaft by MOL Hungarian Oil & Gas Plc. (concluded)Box III.1. The acquisition of Slovnaft by MOL Hungarian Oil & Gas Plc. (concluded)Box III.1. The acquisition of Slovnaft by MOL Hungarian Oil & Gas Plc. (concluded)Box III.1. The acquisition of Slovnaft by MOL Hungarian Oil & Gas Plc. (concluded)Box III.1. The acquisition of Slovnaft by MOL Hungarian Oil & Gas Plc. (concluded)

NotesNotesNotesNotesNotes

obtained through a questionnaire filled out
by firms, may not necessarily correspond
exactly to the definition of foreign assets and
sales used in table I.2 of WIR 99.

3 The average transnationality index of the
world’s top 100 TNCs is the average of  the
100 individual  transnationality indices.

4 These data were collected through a
questionnaire survey organized by
UNCTAD that took place in February-May
2000 and covered over 100 firms from 15
Central European countries.
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PART TWO    CROSS-BORDER M&As AND DEVELOPMENT

Cross-border M&As are playing an
increasingly important role in the growth of
international production. Not only do they
dominate FDI flows in developed countries,
they have also begun to take hold as a mode
of entry into developing countries and
economies in transition. The reasons for, and
the full extent of, the world-wide growth of
cross-border M&As have not yet been fully
explored, nor have the implications of this shift
in the preference of TNCs regarding the choice
of entry mode for expanding internationally
been considered in a systematic fashion.

Against this background, Part Two of
WIR2000 is devoted to an examination of the
trends, determinants and performance of cross-
border M&As. It then proceeds to  examine,
most importantly, the impact of FDI through
cross-border M&As on development, more
specifically as compared with greenfield
investment as a mode of entry. In turn, it
addresses the question of how to formulate
policies in order to maximize the positive effects
and minimize the possible negative effects of
cross-border M&As.

The concept of cross-border M&As
underlying the discussion is introduced in
chapter IV by relating the phenomenon to data
on FDI and explaining the various ways of
classifying M&As. While FDI flows and cross-
border M&As have followed parallel paths in
the past decade, a straightforward comparison
between the two sets of data is almost
impossible to make. Factors influencing the link
between cross-border M&As and FDI statistics
include the method of financing and the timing
of a transaction. Chapter IV describes trends
in the volume, direction and characteristics of
cross-border M&As worldwide, with particular
focus on differences between regions, sectors
and types of M&As.  Whereas cross-border
M&As are still primarily concentrated in
developed countries, a steady increase of such
deals in other regions can also be observed.
In some developing countries and many
economies in transition, this increase is closely
related to the privatization of state-owned
enterprises.

The dramatic growth of cross-border
M&As raises an obvious set of questions. How
do they affect the performance of firms? What
drives them? And what can one expect in the
future? The initial section of chapter V focuses
on a controversial area: how M&As affect

corporate performance. It is widely held that
most deals produce relatively poor results. How
is success measured? Are there differences
between the performance of acquiring and
acquired firms and between domestic and
cross-border M&As? The chapter then asks why
firms engage in cross-border M&As. While
M&As can be undertaken for many different
reasons, the role of speed and the quest for
strategic assets are pointed out as being
especially important. To explain fully why
M&As have become more common as a means
by which firms expand their activities
internationally, both economic and non-
economic reasons need to be considered. These
general motivations behind M&As constitute
a useful complement to the received FDI
literature when analysing cross-border M&As,
and “mega mergers” in particular. The current
expansion of cross-border M&As, which is seen
as part of an upward trend, deserves special
attention. It reflects the interaction between the
basic driving forces that motivate firms to
engage in cross-border M&As and the
important changes that have taken place in the
economic environment in which firms operate
(especially the liberalization of trade, finance
and investment, regional integration,
deregulation and privatization), technological
change and increased global competitive
pressure. The concluding section of chapter V
explores an intriguing historical parallel
between the M&A wave at the end of the
nineteenth century in the United States and
what one observes on a global scale now.

As cross-border M&As are becoming
more common as a mode of entry for TNCs in
developing countries, questions arise as to the
role of M&As, as opposed to greenfield FDI,
in economic development. Indeed, cross-border
M&As, particularly those involving large TNCs
from developed countries and major
reorganizations of economic activities, figure
among the most striking features of the
globalization process. As with globalization in
general, the impact on economic development
of M&As differs among countries and
industries, and raises concerns. There is a
commonly held perception that FDI entry
through greenfield investment is beneficial for
host economies, while FDI entry through M&As
is not. The current M&A wave – especially
where it has sometimes taken the form of hostile
acquisitions or “fire sales” – has heightened
concerns on the part of host governments.
Worries include issues such as the
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denationalization of domestic firms,
downsizing of acquired enterprises,
employment reduction, loss of technological
assets, crowding out of domestic firms and
increased market concentration. Chapter VI
examines the impact of FDI through M&As on
the economic development of host countries
as compared with that of greenfield FDI. The
effects are analyzed in terms of the impacts
on key areas related to development (UNCTAD,
1999a) – external financial resources and
investment, technology, employment and skills,
export competitiveness and trade, and market
structure and competition – as well as broader
impacts, including those on economic
restructuring, national economic sovereignty
and social, political and cultural aspects of
development. The main policy implications that
can be drawn on the basis of the analysis are
considered, and policy options for countries
are outlined. As the empirical evidence on the
linkages between cross-border M&As and
development, and how they may differ
compared with other modes of FDI entry, is
still very limited, the analysis is largely
conceptual and should be seen as a first attempt
at assessing the role of cross-border M&As in
development.

Finally, the discussion in Part Two is
subject to certain limitations. First, unless
otherwise stated, throughout the text cross-

border M&As refer only to FDI through M&As.
Thus, portfolio investment, defined for
measurement purposes as an acquisition of less
than 10 per cent of the voting shares of an
enterprise, is not dealt with in the discussion,
although the distinction between portfolio
investment and FDI is not always obvious.
Second, when examining the impact of cross-
border M&As, greenfield FDI is the main
alternative with which a comparison is made.
Non-internalized modes of international
production, such as strategic alliances and
various non-equity arrangements, as well as
trade and purely domestic alternatives, are not
considered explicitly. In practice, the latter are
all obviously alternatives, to varying extents,
to FDI through cross-border M&As, as well as
greenfield FDI, but the control situation
examined here is the narrow one of whether
the mode of entry makes a difference. It is
important to emphasize, however, that, where
the greenfield option is lacking, the impact of
cross-border M&As (including, especially,
privatization to foreign firms) must be
evaluated in the light of the non-FDI options
open to potential host countries. In any event,
it needs to be recalled (UNCTAD, 1999a) that
FDI itself, whatever its mode of entry, serves
to supplement and complement domestic
resources and efforts, which are key for the
development process.
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A.  Definitions and classificationsA.  Definitions and classificationsA.  Definitions and classificationsA.  Definitions and classificationsA.  Definitions and classifications

firm can undertake FDI in a host
country in either of two ways:
greenfield investment in a new
facility, or acquiring or merging
with an existing local firm.1  The
local firm may be privately or

state owned: privatizations involving foreign
investors count as  cross-border M&As,  which
entail a change in the control of the merged or
acquired firm.  In a cross-border merger, the
assets and operations of two firms belonging
to two different countries are combined to
establish a new legal entity.  In a cross-border
acquisition, the control of assets and operations
is transferred from a local to a foreign company,
the former becoming an affiliate of the latter.
(For a schematic representation of different
types of cross-border M&As, see figure IV.1.)

To the extent that both greenfield
investment and cross-border M&As place host
country assets under the governance of TNCs
— — — — — and, hence, contribute to the growth of an
international production system ————— there is no
reason to distinguish between them. Both
involve management control of a resident entity
in one country by an enterprise resident in
another.  To the extent, however, that the assets
placed under TNC control are newly created
in the case of greenfield FDI, and existing assets
are transferred from one owner to another in
the case of cross-border M&As, then there is
reason to consider them separately.  This is the
subject of chapter VI.

The normal definitions of FDI apply to
entry through M&As as well.  The country of
the acquirer or purchaser is the “home country”
and the country of the target or acquired firm
is the “host country” .  In mergers,  the
headquarters of the new firm can be in both
countries (e.g. the Netherlands and the United
Kingdom, in the case of Royal Dutch/Shell)
or in one (e.g. the United Kingdom, in the case
of BP-Amoco; Germany, in the case of Daimler-
Chrysler).2  Acquisitions can be minority
(foreign interest of 10 to 49 per cent of a firm’s
voting shares), majority (foreign interest of 50-
99 per cent), or full or outright acquisitions
(foreign interest of 100 per cent).3   Acquisitions
involving less than 10 per cent constitute
portfolio investment and, therefore, are not
considered in the present analysis (box IV.1).
Consequently, unless otherwise specified, cross-
border M&As in Part Two of  WIR2000 refer
to FDI through M&As only.

The data on M&As show that
acquisitions dominate the scene. Less than 3
per cent of cross-border M&As by number are
mergers (table IV.1). In reality, even when
mergers are supposedly between relatively
equal partners, most are in fact acquisitions
with one company controlling the other. The
number of “real” mergers is so low that, for
practical purposes,,,,, “M&As” basically mean
“acquisitions”.  Full or outright (100 per cent)
acquisitions accounted for more than half of
all cross-border M&As in 1999. In developing
countries, about one-third of acquisitions by
foreign firms were minority (10-49 per cent)
acquisitions, compared to less than one-fifth

A
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Chapter IV          Trends in Cross-border M&As

in developed countries. Differences in the
equity share of foreign firms largely reflect the
nature of government regulations as well as
corporate strategies.

Cross-border M&As can be functionally
classified as:

• Horizontal M&As (between competing
firms in the same industry).  They have
grown rapidly recently because of the
global restructuring of many industries in
response to technological change and
liberalization (see chapter V). By
consolidating their resources, the merging
firms aim to achieve synergies (the value
of their combined assets exceeds the sum
of their assets taken separately) and often
greater market power. Typical industries
in which such M&As occur are
pharmaceuticals, automobiles, petroleum
and, increasingly, several services
industries.

• Vertical M&As (between firms in client-
supplier or buyer-seller relationships).
Typically they seek to reduce uncertainty
and transaction costs as regards forward
and backward linkages in the production
chain, and to benefit from economies of
scope. M&As between parts and
components makers and their clients (such
as final electronics or automobile
manufacturers) are good examples.

• Conglomerate M&As (between companies

in unrelated activities).  They seek to
diversify risk and deepen economies of
scope.

The balance between these types of
M&As has been changing over time. The
importance of horizontal M&As has risen
somewhat over the years  (figure IV.2  and
annex table A.IV.I):  in 1999, 70 per cent of the
value of cross-border M&As were horizontal
compared to 59 per cent ten years ago.  Vertical
M&As have been on the rise since the mid-
1990s, but staying well below 10 per cent.  In
the late-1980s  M&A boom, conglomerate
M&As were very popular, but they have
diminished in importance as firms have tended
increasingly to focus on their core business to
cope with intensifying international
competition. They declined from a high of 42
per cent in 1991 to 27 per cent in 1999 (figure
IV.2).

The distinction among these three
categories, however, is not always clear-cut. 4
Recent developments related to the Internet
may make it even more difficult, and could
significantly affect formal corporate links (box
IV.2).

Box IVBox IVBox IVBox IVBox IV.1.  Portfolio investment.1.  Portfolio investment.1.  Portfolio investment.1.  Portfolio investment.1.  Portfolio investment

Portfolio investment is usually
associated with purely financial investment.
Such     investment flows are not dealt with in
WIR2000. However, the distinction between
portfolio and direct investments is not always
obvious. While FDI involves a long-term
relationship reflecting an investor ’s lasting
interest in a foreign company, portfolio
acquisitions can also involve management
control, e.g. if there are accompanying non-
equity arrangements, especially where non-
institutional investors are involved.  Cross-
border portfolio acquisitions (i.e. deals that
result in an acquisition of less than 10 per cent
of a firm’s voting shares) were $105 billion,
accounting for about 13 per cent of the total
cross-border M&As in 1999.

Source:   UNCTAD.

TTTTTababababable IVle IVle IVle IVle IV.1..1..1..1..1.      Cr Cr Cr Cr Cross-boross-boross-boross-boross-border M&As,der M&As,der M&As,der M&As,der M&As, b b b b by pery pery pery pery percentacentacentacentacentagggggeeeee
ooooownerwnerwnerwnerwnership,ship,ship,ship,ship, 1987-1999 1987-1999 1987-1999 1987-1999 1987-1999

(Percentage of the total number of deals)

                                           Cr                                           Cr                                           Cr                                           Cr                                           Cross-boross-boross-boross-boross-border acquisitionsder acquisitionsder acquisitionsder acquisitionsder acquisitions
CrCrCrCrCross-oss-oss-oss-oss- MoreMoreMoreMoreMore

TTTTTotalotalotalotalotal borborborborborderderderderder FullFullFullFullFull thanthanthanthanthan
YYYYYearearearearear M&AsM&AsM&AsM&AsM&Asaaaaa mermermermermergggggererererersssss TTTTTotalotalotalotalotal  (100%) (100%) (100%) (100%) (100%) 50%50%50%50%50% 10-49%10-49%10-49%10-49%10-49%

1987 100 4.2 94.1 70.1 8.7 15.3
1988 100 2.9 95.6 72.4 9.7 13.6
1989 100 3.2 95.6 69.1 10.9 15.6
1990 100 2.1 96.5 67.4 11.8 17.3
1991 100 0.8 98.6 64.1 14.5 19.9
1992 100 0.6 98.6 62.5 16.9 19.1
1993 100 0.5 99.1 61.2 17.2 20.6
1994 100 0.5 98.6 60.4 16.7 21.5
1995 100 1.2 98.0 59.6 17.9 20.5
1996 100 1.1 98.4 61.2 17.2 20.1
1997 100 1.7 97.5 64.8 16.3 16.3
1998 100 1.8 97.5 68.3 14.7 14.5
1999 100 2.3 96.9 65.3 15.4 16.2

Source: UNCTAD, cross-border M&A database, based on data
from Thomson Financial Securities Data Company.

a Includes the deals in which acquirers acquire the whole
remaining interest of their foreign affiliates.
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Cross-border M&As may also be
classified differently:

• M&As can be driven primarily by short-
term financial gains, rather than strategic
or economic motivations such as the
search for efficiency. Typical examples
include deals where buyout firms and
venture capital companies acquire other
firms.  It is not possible to determine what
percentage of M&As consists of
transactions driven primarily by the quest

for short-term financial gains, as available
data do not usually allow a determination
of motives.  If all transactions by finance
companies (including commercial banks)
involving target firms whose main activity
is in non-financial industries are regarded
as investment aiming at short-term
financial gains, then available data suggest
that deals motivated by the quest for such
gains are losing in importance in cross-
border M&As (figure IV.3 and annex table
A.IV.2). 5

In the past year, a number of deals have
been concluded between companies, often
competing in the same industry, to create
internet-based business-to-business
exchanges.  In such arrangements, companies
come together on a functional basis to build
internet-based market places without having
to establish formal corporate links.  Such
exchanges enable companies to achieve
various objectives, beginning with cost
savings, without having those activities
housed in the same corporate shell. This
applies particularly to internet-based
procurement systems, through which, by
streamlining the procurement process,
companies aim at reducing procurement
expenditures.

Examples of internet business-to-
business exchanges include the tie-up between
Hitachi, IBM, LG Electronics, Matsushita
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Source:  UNCTAD, cross-
border M&A database
(based on data from
Thomson Financial
Securities Data Company).

a For the def ini t ion of
each type of M&As, see
annex table A.IV.1.

Electronics, Nortel Networks, Seagate
Technology Selection and Toshiba, known as
e2open.com, and the tie-up still  under
discussion between DaimlerChrysler, Ford
and General Motors, known as  Covisint.
Covisint, for instance, would offer to its
members a comprehensive online market place
for  the  procurement of automotive parts and
supplies and other services (e.g.  catalogue
purchasing and Internet bid events). The
respective purchasing  departments of the
member firms would remain separate, using
the exchange as a tool to conduct their
independent procurement.

The development of such exchanges
raises a number of questions,  especially as
regards their impact on competition. The
combined purchasing power  of  their
members also can significantly affect the
bargaining position of suppliers.

Box IVBox IVBox IVBox IVBox IV. 2.  The impact of the Internet on formal corporate links. 2.  The impact of the Internet on formal corporate links. 2.  The impact of the Internet on formal corporate links. 2.  The impact of the Internet on formal corporate links. 2.  The impact of the Internet on formal corporate links

   Source: UNCTAD, based on “The urge to merge takes on a different form”, Financial Times, 30 June
2000;  “Purchasing: technical hits stalls “Big Three” trading site”, Financial Times, 14 June
2000 and, Covisint webpage, www.covisint.com.
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• Friendly M&As can be distinguished from
those that are hostile. In friendly M&As,
the board of a target firm agrees to the
transaction. (This does not exclude the
possibility that, initially, the management
of the target firm was against the
transaction.) Hostile M&As are
undertaken against the wishes of the target
firms, i.e. the boards of the latter reject
takeover/merger offers.  Regardless of
whether hostile M&As involve bidding by
several prospective acquirers, the price
premium tends to be higher than in
friendly transactions.6  The overwhelming
number of M&As, both domestic and
international, are friendly.  In 1999,
according to data from Thomson Financial
Securities Data Company, there were only
30 hostile takeovers out of 17,000 M&As
between domestic firms.  Hostile cross-
border M&As that were completed

accounted for less than 5 per cent of the
total value and less than 0.2 per cent of the
total number of M&As during the 1990s
(figure IV.4 and annex table A.IV.3). In fact,
according to the same source, 1999 saw
only 10 hostile cross-border cases out of a
total of some 6,200, all in developed
countries (annex table A.IV.3). 7  But some,
such as the takeover of Mannesmann by
Vodafone AirTouch that succeeded in 2000,
involve high-profile battles. Over the
period 1987-1999, out of the 104 hostile
cross-border M&As, 100 targeted
developed country firms, four targeted
developing country firms, 8  while none
targeted firms in Central and Eastern
Europe. The number of hostile acquisitions
in the late 1980s was somewhat higher,
despite the significantly smaller numbers
of M&As, than in the late 1990s. Target
companies have developed various
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Source:  UNCTAD, cross-
border M&A database
(based on data from
Thomson Financial
Securities Data Company).

a For the def ini t ion of
f inancial  motivated
cross-border M&As,
see annex table A.IV.2.
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Source:  UNCTAD, cross-
border M&A database
(based on data from
Thomson Financial
Securities Data Company);
and annex table A.IV.3.
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defence mechanisms, including “poison
pills”, selling off “crown jewels” and
calling in “white knights”  to avoid
becoming a target (box IV.3).

It is difficult to estimate precisely what
share of FDI flows is accounted for by cross-
border M&As because one cannot compare
directly the values of cross-border M&As with
FDI flows registered in the balance of payment
(box IV.4). If data on the sources of financing
of cross-border M&As were separately
available, it would be possible to distinguish
them from greenfield FDI flows. But they are
not. There are also several problems in
comparing cross-border M&A data reported
by various sources. Similarly, only a few
countries provide data on FDI that  distinguish
greenfield investments from M&As. As a result,
it is not possible to get a straightforward and
accurate comparison between data series on
cross-border M&As and FDI flows and to assess
precisely what share of FDI flows in one year
is accounted for by cross-border M&As in one
country.  More specifically:

• The value of cross-border M&As includes
funds raised in local and international
financial markets; by definition, FDI data
do not;

• FDI data are reported on a net basis, using
the balance-of-payments concept.  For
instance, while outward FDI from a given
country is reduced by the amount of

Companies adopt various measures to
avoid takeovers. Poison pills are used by
companies that fear hostile takeovers to ensure
that a bid, if successful, will trigger events that
will significantly reduce the value of the firm.
For instance, flip-in poison pills allow all
existing holders of target company shares to
buy additional shares at a bargain price. Flip-
over poison pills allow holders of common stock
to buy (or holders of preferred stock to convert
into) the acquirer ’s shares at a bargain price.
This defence measure has been installed in
many companies, in particular United States
companies.  Although it is not certain how
much poison pills alone have contributed to the
low number of hostile takeovers, they have

Box IVBox IVBox IVBox IVBox IV.3.  Poison pills and other defense mechanisms.3.  Poison pills and other defense mechanisms.3.  Poison pills and other defense mechanisms.3.  Poison pills and other defense mechanisms.3.  Poison pills and other defense mechanisms

forced raiders to negotiate with the board of
target firms to agree to a fair market price for
the acquired firms’ shares.

Another type of defense mechanism is
when a target company warns an acquirer that,
in the event of a successful takeover, the entire
management team will resign at once, leaving
the company without experienced leadership.

Other measures include selling off “crown
jewels” (dilute the intention of the acquirer by
selling the assets of the target firm to a third
party); and calling in “white knights” (find a
more preferable firm and ask it to acquire the
target firm).

Source:  UNCTAD, based on information provided by Thomson Financial Securities Data Company.

disinvestment undertaken by firms from
that country abroad, data on cross-border
M&A purchases report only the total value
of purchases abroad (i.e. they do not
subtract the amounts received from the
sales of foreign affiliates);

• Payments for cross-border M&As are not
necessarily made in a single year, but can
be  phased over several years.

As a result, calculating the value of
cross-border M&As as a percentage of FDI
inflows in a given year may be quite
misleading. Take an extreme case. Foreign
M&As in a given country can amount to $10
billion, while FDI inflows are zero; this can
happen if the M&As were financed locally —
including an existing foreign affiliate using
funds other than reinvested earnings — or from
international capital markets.  The other
extreme case, which may well happen, is when
the only direct investment activities that take
place in a country comprises  M&As and all of
them are financed entirely and during the same
year by FDI; then $10 billion in cross-border
M&As corresponds to $10 billion of FDI
inflows.  Calculating the value of cross-border
M&As as a percentage of FDI flows proceeds
on the basis of the second extreme case, i.e.
assuming that all cross-border M&As are
financed by FDI flows.  In countries where
capital markets are poorly developed, cross-
border M&As are more likely to be financed
by FDI.
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It is conceptually easy to distinguish cross-
border M&As from greenfield FDI. However,
this distinction is nearly impossible to apply to
available statistics. Although M&A data are
compiled and reported by a number of
providers (including investment banks and
consulting firms), there is no common definition
of M&As, and the nature and the type of data
collected are different. For instance, M&A
statistics are compiled either on an
announcement basis (recorded when the deals
are announced) or a completion basis (recorded
when the deals are completed or the definite
agreement between the parties of a deal is
reached). Different forms of M&As may be
included by some sources and not others (e.g.
management buyouts, acquisition of properties,
and acquisition of convertible stocks that do not
have voting control).  The treatment of
additional acquisitions (further increases in
stock holdings by firms that already own more
than 50 per cent or increases in stakes in joint
ventures in which one party owns a certain
share) may differ. Despite all these differences,
however, the various sources show rather
similar trends.

The available data on cross-border M&As
include portfolio investments. It is therefore
necessary to extract transactions that
correspond to the FDI definition (10 per cent or
more foreign control) from the reported M&A
data. The data on cross-border M&As used in
WIR2000  are from the UNCTAD database on
cross-border M&As, compiled from information
provided by Thomson Financial Securities Data
Company.  These data conform to the FDI
definition as far as the equity share is concerned.
However, they do include purchases financed
via both domestic and international capital
markets. Although it is possible to distinguish
types of financing (syndicated loans, corporate
bonds, venture capital etc.) for M&As, it is not
possible to trace the origin or country sources
of the funds used. Therefore, the data here
almost certainly include funds not categorized
as FDI.

FDI is a balance-of-payments concept, i.e.
FDI flows are recorded on a net basis (capital
account credits less debits between direct
investors and foreign affiliates) in a particular
year. On the other hand, M&A data are
expressed as the total transaction amounts of

Box IVBox IVBox IVBox IVBox IV.4. Cross-border M&A.4. Cross-border M&A.4. Cross-border M&A.4. Cross-border M&A.4. Cross-border M&A data: how to make sense of them data: how to make sense of them data: how to make sense of them data: how to make sense of them data: how to make sense of them

particular deals, not as differences between
gross acquisitions and divestment abroad by
firms from a particular country. Transaction
amounts recorded in M&A statistics are for the
time of the announcement or closure of the
deals, and the values are not necessarily for a
single year.

The United States provides data on M&As
approximating the FDI definition. The data
from the United States Department of
Commerce are for investment outlays by
foreign direct investors to acquire or establish
new United States businesses regardless of
whether the invested funds are raised in the
United States or abroad. (The data cover United
States business enterprises that have total
assets of over $1 million or that own at least
200 acres of United States land.) A United States
enterprise is categorized as “acquired” if a
foreign parent firm or its United States affiliate
obtains a voting equity interest in an existing
business enterprise, or purchases a business
segment or an operating unit of an existing
United States enterprise that it organizes as a
new separate legal entity or merges into the
affiliate’s own operations. (The data do not
include a foreign parent firm’s acquisition of
additional equity in its United States affiliates
or its acquisition of an existing United States
affiliate from another foreign investor.  They
do not include expansions of existing United
States affiliates. Sell-offs or other disinvestment
are not netted against the new investment.
Reinvested earnings are not included.) A
United States enterprise is categorized as
“established” (in this context “greenfield”) if a
foreign parent firm or its existing United States
affiliate creates a new legal entity that is
organized and begins operating as a new
United States business enterprise. There are no
similar data reported by the United States
Department of Commerce for United States
outward investments established through
M&As or greenfield investments.

A few other countries provide some
information on cross-border M&As.  For
instance, Japan’s Ministry of International
Trade and Industry compiles statistics on the
establishment form of Japanese affiliates
abroad. However, the reported data are only
for the number of affiliates creating a new legal
entity, and there is no further information

/...
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B.   TB.   TB.   TB.   TB.   Trends and characteristicsrends and characteristicsrends and characteristicsrends and characteristicsrends and characteristics

1.   Global trends1.   Global trends1.   Global trends1.   Global trends1.   Global trends

M&As completed worldwide, between
domestic firms or between domestic and
foreign firms, have grown over the past two
decades (1980-1999) at an average annual rate
of 42 per cent, to reach $2.3 trillion in 1999. 9
More than 24,000 such deals took place.  There
have been two M&A waves in this period:
during the late 1980s (1988-1990) and since 1995
(figure I.4). Both periods experienced relatively
high economic growth and widespread
industrial restructuring.

Although a number of “mega deals”
(M&As worth $1 billion or more)     have taken
place in the latter half of the 1990s, recent M&As
are not exceptionally large by historical
standards.  For example, the creation of US Steel
at the beginning of the twentieth century would
be worth around $600 billion at today’s prices
(Smith and Sylla, 1993); this compares to some
$200 billion paid by Vodafone AirTouch for the

acquisition of Mannesmann in 2000. Overall,
the ratio of M&As relative to the country’s GDP
was some 10 per cent in the United States at
the beginning of the twentieth century. 10  By
comparison, the value of all M&As (domestic
and cross-border) in the world in relation to
world GDP in the past two decades rose from
0.3 per cent (1980) to 2 per cent (1990) and to 8
per cent (1999) (figure IV.5).  Increases have
been particularly dramatic in the last few years.

Within this total, the share of cross-
border M&As has remained almost constant,
at about one-quarter in terms of both the value
and number of deals throughout the 1990s,
although the years 1990 and 1999 saw peaks
of above 30 per cent (figure IV.6). 11   In value
terms, cross-border M&As rose from $75 billion
in 1987 to $720 billion in 1999. 12  This period
covers the two booms (during the latter half
of the 1980s and in the years since the mid-
1990s) and an interim period of FDI recession.
The two waves were marked by a large number
of mega deals. These accounted for about 1.5
per cent of the number of cross-border M&As
in both periods, but for 40 per cent of their

available on such affiliates (Japan, MITI, 1999
and its earlier issues).

The above-mentioned statistical
problems make the direct comparison of the
magnitude of cross-border M&As with FDI
very difficult.  To illustrate, if data for

privatizations only are taken, FDI inflows to
finance privatization-linked acquisitions in
Brazil, for instance, amounted to $6 and $8.8
billion in 1998 and 1999,  while the total value
of privatization  involving foreign TNCs
amounted to, respectively,  $20 and $3 billion
in those years (box table IV.4.1).

Box IVBox IVBox IVBox IVBox IV.4 (concluded).4 (concluded).4 (concluded).4 (concluded).4 (concluded)

Source:  UNCTAD.

Box table IVBox table IVBox table IVBox table IVBox table IV.4.1.  Comparison of privatization-.4.1.  Comparison of privatization-.4.1.  Comparison of privatization-.4.1.  Comparison of privatization-.4.1.  Comparison of privatization-
related FDI flows and privatization-relatedrelated FDI flows and privatization-relatedrelated FDI flows and privatization-relatedrelated FDI flows and privatization-relatedrelated FDI flows and privatization-related

cross-border acquisitions in Brazil, 1996-1999cross-border acquisitions in Brazil, 1996-1999cross-border acquisitions in Brazil, 1996-1999cross-border acquisitions in Brazil, 1996-1999cross-border acquisitions in Brazil, 1996-1999

(Billions of dollars)

Privatization-related Privatization-related
Year FDI inflows a cross-border acquisitions

1996 2.6 2.9
1997 5.2 6.0
1998 6.1 19.9
1999 8.8 2.8

 Source: UNCTAD, FDI/TNC database and
cross-border M&A database.

  a   On a balance-of-payments basis.
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value in the former and 60 per cent in the latter
(table IV.2).  In 1999, the value of cross-border
M&As increased again by 35 per cent (table
IV.3); the number of deals exceeded 6,000.
Nearly one-fifth of these cross-border M&As
involved acquiring and target companies
located in the same country, but with different
ultimate parent countries.  This reflects the fact
that foreign affiliates also engage themselves
in M&As, largely to purchase other domestic
firms (box IV.5).  The value of cross-border
M&As in 2000 is expected to grow even faster,
as several large deals have been announced
or completed (e.g. the Vodafone AirTouch
acquisition of  Mannesmann for some $200
billion; the France Telecom acquisition of
Orange for $46 billion) in the first half of that
year. Their completed value between January
and mid-June 2000 ($508 billion) was more than

80 per cent higher than that during the
corresponding period in the previous year. 13

Some 90 per cent of cross-border M&As (by
value of sales and purchases) were in developed
countries.  There were 109 mega deals in 1999
(table IV.2; annex table A.IV.4).14   Most were
among firms from developed countries (table
IV.4).

As with FDI flows, outward M&As for
developed countries are larger than inward
M&As, while the opposite is true for the
developing countries and those of Central and
Eastern Europe. However, the imbalance
between purchases (outflows) and sales
(inflows) is smaller for cross-border M&As than
for total FDI for both developed and developing
countries. This is because the bulk of cross-
border M&As takes place among developed

���������	1
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Source:  UNCTAD, cross-
border M&A database
(based on data from
Thomson Financial
Securities Data Company).
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(based on data from
Thomson Financial
Securities Data Company).
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countries. In developing countries, most
purchases are intra-regional.

If the value of cross-border M&As is
put in relation to world GDP, the ratio
quadrupled from 0.5  per cent in 1987 to over

2 per cent in 1999 (figure IV.7).  Not surprisingly,
developed countries have been consistently
above this world average as both host and home
regions.  Developing countries reached the
world average in 1993 and 1997 as host region,
while, as home region, they gradually increased
their ratio until 1997; in both cases, the financial
crisis explains this performance.  Central and
Eastern Europe experienced peaks as a host
region in 1995 fairly soon after the region’s
transition to a market economy began, as well
as in 1997-1998; in both cases, privatizations
played the key role.

M&A activity has been facilitated by
new ways of raising capital. While bank loans
are still the most important source for finance
for M&As, direct financing by issuing common
stocks and corporate debt have gained in
importance because of the improved
environment for corporate fund-raising. Deals
using mainly one of these two types of
financing accounted for about one-third of the
total value and a half of the total number of
the cross-border M&A deals for which
information on sources of funds is available.15

The growth of corporate funds and the broader
availability of venture capital have paved the

TTTTTababababable IVle IVle IVle IVle IV.3..3..3..3..3. Cr Cr Cr Cr Cross-boross-boross-boross-boross-border M&As:der M&As:der M&As:der M&As:der M&As: sales and pur sales and pur sales and pur sales and pur sales and purccccchases,hases,hases,hases,hases, b b b b by region,y region,y region,y region,y region, 1990-1999 1990-1999 1990-1999 1990-1999 1990-1999
(Billions of dollars)

Sales Purchases
Region/economy 1990 1995 1997 1998 1999 1990 1995 1997 1998 1999

DeDeDeDeDeveloped countriesveloped countriesveloped countriesveloped countriesveloped countries  134.2 134.2 134.2 134.2 134.2  164.6 164.6 164.6 164.6 164.6  234.7 234.7 234.7 234.7 234.7  445.1 445.1 445.1 445.1 445.1  644.6 644.6 644.6 644.6 644.6  143.2 143.2 143.2 143.2 143.2  173.7 173.7 173.7 173.7 173.7  272.0 272.0 272.0 272.0 272.0 511.4511.4511.4511.4511.4  677.3 677.3 677.3 677.3 677.3
of which :

European Union  62.1  75.1  114.6  187.9  344.5  86.5  81.4  142.1 284.4  497.7
United States  54.7  53.2  81.7  209.5  233.0  27.6  57.3  80.9  137.4  112.4
Japan  0.1  0.5  3.1  4.0  15.9  14.0  3.9  2.7  1.3  9.8

DeDeDeDeDeveloping countriesveloping countriesveloping countriesveloping countriesveloping countries  16.1 16.1 16.1 16.1 16.1  15.9 15.9 15.9 15.9 15.9  64.3 64.3 64.3 64.3 64.3  80.7 80.7 80.7 80.7 80.7  63.4 63.4 63.4 63.4 63.4  7.0 7.0 7.0 7.0 7.0  12.8 12.8 12.8 12.8 12.8  32.4 32.4 32.4 32.4 32.4  19.2 19.2 19.2 19.2 19.2  41.2 41.2 41.2 41.2 41.2
of which :

Africa  0.5  0.2  1.7  0.7  0.6 -  0.1 -  0.2  0.4
Latin America and the Caribbean  11.5  8.6  41.1  63.9  37.2  1.6  4.0  10.7  12.6  24.9
Europe - - - -  0.3 - - - - -
Asia  4.1  6.9  21.3  16.1  25.3  5.4  8.8  21.7  6.4  15.9
Pacific -  0.1  0.3 -  0.1 - - - - -

Central and Eastern EurCentral and Eastern EurCentral and Eastern EurCentral and Eastern EurCentral and Eastern Europeopeopeopeopeaaaaa  0.3 0.3 0.3 0.3 0.3  6.0 6.0 6.0 6.0 6.0  5.8 5.8 5.8 5.8 5.8  5.1 5.1 5.1 5.1 5.1  10.3 10.3 10.3 10.3 10.3 -----  0.1 0.1 0.1 0.1 0.1  0.3 0.3 0.3 0.3 0.3  1.0 1.0 1.0 1.0 1.0  1.6 1.6 1.6 1.6 1.6

WWWWWorldorldorldorldorldbbbbb  150.6 150.6 150.6 150.6 150.6  186.6 186.6 186.6 186.6 186.6  304.8 304.8 304.8 304.8 304.8  531.6 531.6 531.6 531.6 531.6  720.1 720.1 720.1 720.1 720.1  150.6 150.6 150.6 150.6 150.6  186.6 186.6 186.6 186.6 186.6  304.8 304.8 304.8 304.8 304.8  531.6 531.6 531.6 531.6 531.6  720.1 720.1 720.1 720.1 720.1

Source: UNCTAD, cross-border M&A database, based on data from Thomson Financial Securities Data Company.

a Includes the countries of the former Yugoslavia.
b Includes amounts that cannot be allocated by region.

TTTTTababababable IVle IVle IVle IVle IV.2..2..2..2..2. Cr Cr Cr Cr Cross-boross-boross-boross-boross-border M&As with vder M&As with vder M&As with vder M&As with vder M&As with values ofalues ofalues ofalues ofalues of

ooooover $1 billion,ver $1 billion,ver $1 billion,ver $1 billion,ver $1 billion, 1987-1999 1987-1999 1987-1999 1987-1999 1987-1999

Number Percentage Value (billion Percentage
Year of deals of total dollars) of total

1987 14 1.6  30.0 40.3
1988 22 1.5  49.6 42.9
1989 26 1.2  59.5 42.4
1990 33 1.3  60.9 40.4
1991 7 0.2  20.4 25.2
1992 10 0.4  21.3 26.8
1993 14 0.5  23.5 28.3
1994 24 0.7  50.9 40.1
1995 36 0.8  80.4 43.1
1996 43 0.9  94.0 41.4
1997 64 1.3  129.2 42.4
1998 86 1.5  329.7 62.0
1999 109 1.7  500.8 69.6

Source: UNCTAD, cross-border M&A database, based on
data from Thomson Financial Securities Data
Company.
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Box IVBox IVBox IVBox IVBox IV.5.  Domestic or cross-border M&As?.5.  Domestic or cross-border M&As?.5.  Domestic or cross-border M&As?.5.  Domestic or cross-border M&As?.5.  Domestic or cross-border M&As?

As the transnationalization of firms gathers pace, the form and type of FDI have become more
complex.  In the case of cross-border M&As, nationality is a complex issue. The ultimate parent firm
or the ultimate host country may be different from the immediate parent firm or the immediate host
country.  In FDI statistics, data are usually compiled on the basis of the immediate host and immediate
home countries involved. The data on cross-border M&As that the WIR00 uses include the following
combinations of immediate and ultimate countries:

1. A domestic firm in country X acquires (or merges with) a domestic firm in country Y.
2. A domestic firm in country X acquires (or merges with) a foreign affiliate in country X.
3. A domestic firm in country X acquires (or merges with) a foreign firm in country Y.
4. A foreign affiliate in country X acquires (or merges with) a domestic firm in country Y.
5. A foreign affiliate in country X acquires (or merges with) another foreign affiliate in country X.
6. A foreign affiliate in country X acquires (or merges with) a domestic firm in country X.
7. A foreign affiliate in country X acquires (or merges with) a foreign affiliate in country Y.

The M&As that fall under the deal categories 2, 5 and 6 above show the same nationality for
immediate home and immediate host countries. The growth of such deals is particularly noteworthy
in Latin America and the Caribbean (box table IV.5.1), implying that foreign affiliates established in
that region are actively involved in M&As in the region as acquirers and target firms.  These deals
look like domestic M&As, but in reality the ultimate beneficiaries of such deals are from different
countries.  The impacts of these seemingly domestic M&As go beyond the country in which the
firms involved operate.

Box table IVBox table IVBox table IVBox table IVBox table IV.5.1.  Number of cross-border M&As whose immediate host and.5.1.  Number of cross-border M&As whose immediate host and.5.1.  Number of cross-border M&As whose immediate host and.5.1.  Number of cross-border M&As whose immediate host and.5.1.  Number of cross-border M&As whose immediate host and
immediate home countries are the sameimmediate home countries are the sameimmediate home countries are the sameimmediate home countries are the sameimmediate home countries are the same

Developed countries            Developing countries Central and
European Latin America South, East and Eastern Europe

  Year   World Total Union United States Total and the Caribbean South-East Asia

1987 187 178   43 108  9  2 6 -
1990 497 473 178 222 24  7 16 -
1995 817 723 352 227 83 30 50 11
1999 1044 852 430 262 147 82 58 45

Memorandum: (value in $billion)
1990     20.7 20.1   6.2 10.8 0.7 0.4 0.3 -
1999     64.9 57.2 37.4 10.9 6.8 2.6 4.2 0.9

Source:   UNCTAD, cross-border M&A database, based on data from Thomson Financial Securities Data Company.

Source:   UNCTAD.

way for new firms and established small and
medium-sized enterprises (SMEs) to engage
in M&As.  The number of small-scale cross-
border M&As with a transaction value less than
$100 million has steadily increased, accounting
for one-third of the total number of deals in
1999.  The share of the number of deals with
$1 million or less rose from 1.5 per cent in 1990
to about 3 per cent in 1999.

Growth of cross-border M&As has been
further facilitated by the availability of the
exchange-of-stock options, which has become

a popular method of financing M&A deals,
particularly big ones (box IV.6). Deals consisting
of stock swaps (and no cash) have increased
over the years (annex table A.IV.5); 26 of the
109 mega deals in 1999 used this option.

2.   Regional trends2.   Regional trends2.   Regional trends2.   Regional trends2.   Regional trends

As discussed in section A of this chapter,
although it is not possible to assess precisely
the share of FDI flows that are accounted for
by cross-border M&As, it is interesting to
compare the trends of these two flows over
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Source:  UNCTAD, cross-border M&A database (based on data from Thomson Financial Securities Data Company).

a Cross-border M&A sales as a percentage of GDP.
b   Cross-border M&A purchases as a percentage of GDP.
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time, as well as differences across regions.
Worldwide FDI flows and cross-border M&As
have followed a similar path since the mid-
1980s (figure IV.8a). In 1999 the value of world
cross-border M&As in relation to that of world
FDI flows yielded a ratio of  over four-fifths.
If all M&As were financed by FDI, this would

mean that four-fifths of world FDI flows took
the form of M&As.  This picture is largely
influenced by the performance of the developed
countries where the relationship between FDI
inflows and cross-border M&As is closer (figure
IV.8b).  (In the case of the developed countries,
it is also quite reasonable to say that the bulk

Paying for M&As through an exchange of
stocks has become increasingly popular in
recent years.  This option is frequently used to
finance large M&A deals in which their sheer
size makes     cash payment virtually impossible.a
Most of these deals took place either in 1998 or
1999 (box table IV.6.1). For example, in the case
of the Daimler-Chrysler deal with a transaction
value of $40 billion in 1998 common
shareholders of Chrysler Corp received  0.62
new ordinary shares of Daimler-Chrysler (DC)
and shareholders of Daimler-Benz AG received
a new ordinary share of DC per share held.
Upon completion, shareholders of Daimler-
Benz owned 57 per cent of the new company.

Cross-border      M&As financed in this
manner result in large, but almost entirely
offsetting, capital flows in the balance of
payments of the two countries involved: the
inflow of capital that results from a foreign
direct investor ’s acquisition of stock in an

Box IVBox IVBox IVBox IVBox IV.6.  Cross-border M&As through the exchange of stocks.6.  Cross-border M&As through the exchange of stocks.6.  Cross-border M&As through the exchange of stocks.6.  Cross-border M&As through the exchange of stocks.6.  Cross-border M&As through the exchange of stocks

Box table IVBox table IVBox table IVBox table IVBox table IV.6.1.  The top 20 stock-swap cross-border M&A.6.1.  The top 20 stock-swap cross-border M&A.6.1.  The top 20 stock-swap cross-border M&A.6.1.  The top 20 stock-swap cross-border M&A.6.1.  The top 20 stock-swap cross-border M&A deals completed during 1987-1999 deals completed during 1987-1999 deals completed during 1987-1999 deals completed during 1987-1999 deals completed during 1987-1999

Value in
Rank Year billion dollars Acquiring company Home country Acquired company Host country

1 1999  60.3 Vodafone Group PLC United Kingdom AirTouch Communications United States
2 1998  48.2 British Petroleum Co PLC{BP} United Kingdom Amoco Corp United States
3 1998  40.5 Daimler-Benz AG Germany Chrysler Corp United States
4 1999  34.6 ZENECA Group PLC United Kingdom Astra AB Sweden
5 1999  32.6 Mannesmann AG Germany Orange PLC United Kingdom
6 1999  21.9 Rhone-Poulenc SA France Hoechst AG Germany
7 1999  12.6 Scottish Power PLC United Kingdom PacifiCorp United States
8 1999  10.8 Aegon NV Netherlands TransAmerica Corp United States
9 1999  10.1 Global Crossing Ltd Bermuda Frontier Corp United States

10 1999  9.8 ABB AG Switzerland ABB AB Sweden
11 1998  9.3 Nortel Networks Corp Canada Bay Networks Inc United States
12 1999  8.2 Suez Lyonnaise des Eaux SA France TRACTEBEL SA Belgium
13 1989  7.9 Beecham Group PLC United Kingdom SmithKline Beecham Corp United States
14 1999  7.5 British American Tobacco PLC United Kingdom Rothmans Intl BV(Richemont) Netherlands
15 1995  7.0 Upjohn Co United States Pharmacia AB Sweden
16 1998  6.4 Teleglobe Inc Canada Excel Communications Inc United States
17 1996  6.3 Metro Vermoegensverwaltung Malaysia ASKO Deutsche Kaufhaus Germany
18 1999  6.1 Dexia Belgium Belgium Dexia France France
19 1997  5.3 Tyco International Ltd United States ADT Ltd Bermuda
20 1998  4.9 Enso Oy Finland Stora Kopparbergs Bergslags AB Sweden

Source: UNCTAD, cross-border M&A database, based on data from Thomson Financial Securities Data Company.

Source:    UNCTAD.
a Obviously if companies have lots of cash and a low debt/equity ratio, they may not use this option.

The Unilever-Bestfoods deal is a good example of this.

acquired firm is offset by the outflow of capital
recorded in the portfolio investment account
that results from the distribution to the
shareholders in the acquired company of the
stock in the newly established foreign company
(UNCTAD, 1999a).  Thus, there is no direct
impact on the balance of payments of the
countries involved.  This option is used also by
firms based in developing countries.  For
example, in 1999, Corcemar (Argentina) bought
Interactive ConEd.com (United States) and
Excel Machine Tools (Singapore) purchased
GarAgent Garazsipari Keresked (Hungary)
using this option.

As actually no funds flow between the
countries involved, cross-border M&A deals
using the stock-swap option can be
distinguished from other deals involving flows
of funds in terms of their financial impact on
host economies.
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of FDI inflows enter through M&As.) In
developing countries, the value of cross-border
M&As has also been growing rapidly since the
mid-1990s, but is still below that of greenfield
FDI; in this group of countries, at least two-
thirds of FDI inflows finance greenfield projects
(figure IV.8c).  Overall, the ratio of the value
of cross-border M&As to FDI inflows in
developing countries has risen from one-tenth
in 1987-1989 to more than one-third in 1997-
1999. Among developing regions this ratio is
the highest in Latin America and the Caribbean:
it increased from 18 per cent to 61 per cent
between these two periods, while in developing
Asia it increased from 8 per cent to 21 per cent
between the same periods.  In the case of
Central and Eastern Europe, however, the
overall trend indicates that greenfield FDI is
becoming increasingly more important than
M&As (figure IV.8d).

These data suggest (within the
framework of the qualifications made in section
A) that, indeed, cross-border M&As account
for a very important part of FDI inflows to
developed countries and are also becoming
more important for developing countries.  They
also suggest that, in general the more developed
a host region (and the more active privatization
activity), the higher the share of M&As in FDI
inflows (figure IV.9).

The text below elaborates this picture
further for each major region.

a.   Developed countriesa.   Developed countriesa.   Developed countriesa.   Developed countriesa.   Developed countries

Between 1987 and 1999, the value of
cross-border M&As in developed countries
(sales and purchases) grew at an annual rate
of 20 per cent. During that period, their share
in world cross-border M&As was never below
77 per cent (nearly 87 per cent in the case of
purchases), peaking at 98 per cent in the late
1980s. Within this group, the share of the
European Union in cross-border M&A sales in
developed countries increased markedly —
from less than 20 per cent in 1987 to about 65
per cent in 1992, the year of the formation of
the single market — and has remained around
50 per cent since then (figure IV.10).  A similar
trend can be observed as regards the share of
the EU in the cross-border M&A purchases of
developed country firms. Reflecting large-scale
M&A purchases by EU firms during 1998-1999,
the EU share increased considerably, to become
higher than that at the peak years before the
formation of the single market (figure IV.10).

In 1999, Western European firms were
particularly active, with a total of $354 billion
of sales and $519 billion of purchases. Intra-
European Union deals accounted for a
significant share (figure IV.11). The notable
imbalance at times between sales and purchases
of cross-border M&As in Western Europe is
largely explained by the fact that United
Kingdom firms often targeted United States
firms. Excluding M&A deals involving United
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%$�������������
����%��
*+,�
***
���������
��
��������

Source: U N C T A D ,
cross-border M&A database
and FDI/TNC database.

Note:   As there is no
unique relationship between
FDI and cross-border M&As,
a direct comparison is not
possible.

a    Cross-border M&As that
result in acquiring more
than 10 per cent equity
share.
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Source: U N C T A D ,
cross-border M&A database
and FDI/TNC database.

Note:   As there is no
unique relationship between
FDI and cross-border M&As,
a direct comparison is not
possible.

a    Includes the countries of
the former Yugoslavia.

b    Cross-border M&As that
result in acquiring more
than 10 per cent equity
share.
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Source:  UNCTAD, cross-border M&A database (based on data from Thomson Financial Securities Data Company).
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Kingdom firms, European cross-border M&As
took place primarily within      the region.
Consolidation among continental European
firms was partly a natural response to
deregulation, regional integration and the
introduction of the single currency.

The United Kingdom, Sweden,
Germany and the Netherlands were Europe’s
most important target countries in 1999 (figure
IV.12). The value of M&A sales in Germany is
expected to be high in 2000, given the
acquisition of Mannesmann by Vodafone
AirTouch. The planned abolition of taxes on
the sale of cross-holdings among firms in 2001
is likely to encourage M&A further (see chapter
II). The United Kingdom, Germany and France
were the largest acquirers (figure IV.13; annex
tables A.IV.6 and 7).

The United States continued to be the
single most important target country, with total
cross-border M&As of $233 billion in 1999.

Over a quarter of all M&As (both domestic and
cross-border) in the United States were by
foreign acquirers, compared with 7 per cent
in 1997 and 14 per cent in 1998. 16  European
firms in particular have become more active
in taking over or merging with United States
enterprises, driven by the globalization of their
industries and attracted by the rapid growth
of the United States market. The European
Union accounted for four-fifths of cross-border
M&A purchases of United States firms in 1999,
compared with less than a half before the mid-
1990s, when Japanese companies were more
active.

Investment expenditures in foreign
affiliates in the United States through M&As
accounted for 90 per cent in terms of value and
62 per cent in terms of the number of total
inward  investments in  1998  (annex      table
IV.8). 17  These shares have risen over the years,
from an already high level in the early 1980s,
showing that cross-border M&As are not a new
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Source:  UNCTAD, cross-
border M&A database
(based on data from
Thomson Financial
Securities Data Company).
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Source:  UNCTAD, cross-
border M&A database
(based on data from
Thomson Financial
Securities Data Company).
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phenomenon in the United States. The picture
for outward United States FDI is similar. The
share of affiliates established abroad through
M&As has     fluctuated over time,  but it was
already high during the period 1951-1975,
ranging from 30 per cent to more than a half
(table IV.5).

In 1999, United States firms spent $112
billion on acquiring foreign firms, about $100
billion less than United Kingdom firms, and
$25 billion less than in 1998. In 1999, four out
of the 15 largest cross-border deals were
undertaken by United Kingdom firms, while
no United States firms entered that list
(compared to     three in 1998) (annex table A.IV.4).
The decline in the value of outward M&As by
United States firms reflects the lower
involvement of United States companies as
acquirers in mega-deals during that year. About
12 per cent of United States cross-border M&A
purchases involved     developing country firms
in 1999.

Japanese overseas M&A purchases
increased significantly in 1999, but largely
because of the acquisition of the international
tobacco business of RJ Reynolds for $7.8 billion, the fifteenth largest cross-border M&A in the

world that year (annex table A.IV.4).  Although
this signals a shift from the traditional Japanese
preference for greenfield investment (see
chapter II), the latter remains the preferred
mode of FDI entry (UNCTAD, 1999a). Japanese
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Source: UNCTAD, cross-border M&A database (based on
data from Thomson Financial Securities Data
Company).

a Ranked on the basis of the magnitude of sales in 1999.
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Source: UNCTAD, cross-border M&A database (based on
data from Thomson Financial Securities Data
Company).

a Ranked on the basis of the magnitude of sales in 1999.

TTTTTababababable IVle IVle IVle IVle IV.5..5..5..5..5.          TTTTType of United States fype of United States fype of United States fype of United States fype of United States foreignoreignoreignoreignoreign
affiliates estabaffiliates estabaffiliates estabaffiliates estabaffiliates established thrlished thrlished thrlished thrlished through M&As andough M&As andough M&As andough M&As andough M&As and

greenfield ingreenfield ingreenfield ingreenfield ingreenfield investment,vestment,vestment,vestment,vestment, 1951-1975 1951-1975 1951-1975 1951-1975 1951-1975
(Number)

Share of
Year Total M&As Greenfield M&As

1951-55 989 301 507 30.4
1956-60 1 957 645 1 009 33.0
1961-65 3 225 1 314 1 430 40.7
1966 669 309 288 46.2
1967 912 457 366 50.1
1968 1 006 534 423 53.1
1969 945 452 437 47.8
1970 853 403 402 47.2
1971 905 479 388 52.9
1972 646 319 282 49.4
1973 693 354 307 51.1
1974 619 212 365 34.2
1975 376 135 234 35.9

Source: Curhan, Davidson and Suri, 1977.
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TNCs tend to use the M&A option more in
developed than in developing countries. As
of March 1996, about a quarter of Japanese
manufacturing affiliates in developed countries
were established through M&As, while the
comparable figure in developing Asia was less
than one-tenth (Japan, MITI, 1998). The
purchase value of cross-border M&As in 1999
was lower than in the late 1980s or the early
1990s (annex table A.IV.7), reflecting the fact
that Japanese companies had not yet regained
the growth dynamism (backed by abundant
liquidity) of the early 1990s.

Cross-border M&A sales in Japan rose
much faster and were larger than purchases
in each year since 1997. The value of inward
M&As is now higher than that of outward
M&As, which is not true of FDI flows overall.18

Changing attitudes to M&As are one factor
behind this dramatic growth (box IV.7).

b.   Developing countriesb.   Developing countriesb.   Developing countriesb.   Developing countriesb.   Developing countries

Developing country firms are still not
large players in terms of acquiring firms abroad,
although they can be important in a regional
context, especially in Asia and Latin America.
Their share of the value of global M&A
purchases reached just over 10 per cent during
1996-1997, but dropped to less than 5 per cent
in the period 1998-1999. In contrast to FDI
outflows, of which developing countries
account for some one-tenth of the world total,
firms based in developing countries prefer
greenfield FDI to M&As when investing
abroad.  Nevertheless, in absolute values, cross-
border M&A purchases by firms from
developing countries nearly doubled in 1999
to record levels, at $41 billion, after dipping
in 1998 in response to the Asian financial crisis
(table IV.3). This compares to $7 billion in 1990.
The ratio of cross-border M&As to FDI outflows

Three principal factors explain the recent
growth of cross-border M&As in Japan: changes
in business culture, changes in the regulatory
framework for M&As and corporate factors.
These changes have significantly facilitated
M&As in Japan, contributing to make Japan the
ninth largest M&A target country in the world
in 1999.

Changes in business culture:
Japan’s business culture used to be

resistant to M&As, mainly for the following
reasons: i) a business was considered to be a
collection of human resources and not of funds.
Human beings cannot be bought nor sold; and
ii) a business used to be considered as a family,
where workers were loyal to management in
return for life-time employment. This business
culture has been gradually changing, however,
thereby facilitating M&As.

Changes in the regulatory framework:
With changes in the Commercial Law in

1999, a target company can become a wholly
owned subsidiary, foreign or domestic, of the
acquiring company through exchange of shares.
It was previously virtually impossible to
purchase all shares of the acquired firms as there
were always some shareholders unwilling to sell
their shares.  With the introduction of the
exchange of shares introduced by this law, all

Box IVBox IVBox IVBox IVBox IV.7.  The cross-border M&A.7.  The cross-border M&A.7.  The cross-border M&A.7.  The cross-border M&A.7.  The cross-border M&A market in Japan market in Japan market in Japan market in Japan market in Japan

shares of the target firm have to be exchanged
with the shares of the acquirer.  As a result,
foreign firms can now establish wholly owned
foreign affiliates through M&As. Holders of
new shares acquired through an exchange of
shares from the acquirer are also allowed to
defer tax payments on capital gains until they
sell those shares.  This tax deferral attracts
M&As via exchanges of stocks, which have
already become a popular option in other major
countries.

Changes in corporate structure:
Pushed by corporate restructuring, which

has led firms to dispose of unprofitable shares
and to reconsider keiretsu  relationships,
Japanese companies have increasingly released
cross-held shares, i.e. shares held by keiretsu
firms in each other, to the public.  The
interlocking relationship of firms through the
cross holding of shares made it difficult for
foreign (as well as domestic) firms to conclude
M&As. The sales of such shares to the public at
large has greatly facilitated M&As. In 1999, net
sales to the public of cross-holding shares (sales
less purchases) reached more than 4 trillion yen;
this compares to 1.5 trillion yen in 1997.  The
proportion of cross-holding shares in all shares
declined from 21 per cent in March 1998 to 16
per cent in March 1999 for firms listed on the
stock exchange.a This trend continues.

Source: UNCTAD.
a    Nihon Keizai Shimbun, 28 December 1999, p. 1.
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from developing countries also increased from
45 per cent in 1990 to 63 per cent in 1999.

Asian firms are important acquirers in
developing countries; Singapore was the main
base for acquiring firms, and the targets were
primarily firms in developing countries in the
Asian region.  Firms from the five Asian
countries most affected by the financial crisis
also increased their cross-border M&A
purchases, reflecting improvements in their
liquidity situation. Latin America saw
significant increases in cross-border purchases
of M&A activity; Bermuda was the largest base
for acquiring firms in the region, indeed in the
developing world as a whole (figure IV.14). 19

Through cross-border M&As, some firms from
developing countries have become world
leaders in their industries (box IV.8).

On the inward side, it was not until the
late 1990s that developing countries emerged
as important recipients of FDI in the form of
cross-border M&As.  Their share in the value
of world cross-border M&As was less than 10
per cent almost every year until the mid-1990s.
In terms of the number of cross-border M&A
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Source: UNCTAD, cross-border M&A database (based on
data from Thomson Financial Secur it ies Data
Company).

a Ranked on the basis of the magnitude of sales in 1999.

Cemex S.A. de C.V. is not only Mexico’s
largest cement giant, but also the world’s third-
largest cement company, operating 56 cement
plants in 30 countries in 2000.  Founded in 1906,
Cemex went through several domestic M&As
until it gained the number one position in
Mexico in the late 1980s.  In the 1990s, the
company repeatedly used cross-border
acquisitions to expand its overseas operations.

In less than a decade, Cemex acquired all
or part of three entities in developed countries
and ten in developing countries outside Mexico.
Through these acquisitions, its production
capacity more than doubled and its net sales
almost tripled.  While the company controls
about a 60 per cent share of the Mexican market,
the domestic sales now account for less than half
of the company’s total revenues.

As a strategy to strengthen its capital
structure, Cemex aims at making effective use
of its presence in Spain, whose operation was
established through its first cross-border
acquisition deal in 1992.  Indeed, when

Box IVBox IVBox IVBox IVBox IV.8.  Cemex:  reaching the world’.8.  Cemex:  reaching the world’.8.  Cemex:  reaching the world’.8.  Cemex:  reaching the world’.8.  Cemex:  reaching the world’s top level through M&Ass top level through M&Ass top level through M&Ass top level through M&Ass top level through M&As

Source:  UNCTAD based on information available from Cemex (www.cemex.com).

comparing its financial results with
competitors, Cemex’s leverage is comparable
to or lower than its European rivals.
Nevertheless, the perception of international
investors is affected by the fact that Cemex’s
operations are heavily concentrated in
emerging markets. Unlike Mexico, however,
Spain has better investment ratings and lower
interest rates.  Cemex can borrow at much
lower interest through its Spanish affiliate than
through its Mexican operation.

Over the last few years, Cemex has
gradually shifted ownership control of its non-
Mexican affiliates (i.e. Cemex USA, Panama’s
Bayano, the Philippines’ Rizal, Venezuela’s
Vencemos, which consolidates Dominican
Republic’s Cementos Nacionales, Colombia’s
Diamante, which consolidates Samper ’s
operations, and Indonesia’s Semen Gresik) to
its Spanish affiliate, Valenciana.  This corporate
structure allows Cemex to benefit from lower-
interest rates, to improve capital structure and
to make a better matching in debt obligations
and operating cash flows.
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deals, the developing countries’ share increased
over the 1990s from 5 per cent in 1987 to almost
20 per cent in the late 1990s (annex table A.IV.2).
In terms of value, their share was 2 per cent in
1987 and 9 per cent in 1999.

These relative shares mask, however,
that cross-border M&A sales in developing
countries have grown significantly since 1996.
In 1999 there was a 21 per cent decline after
three years of rapid growth (table IV.3), mainly
caused by the lower volume of cross-border
M&A purchases by United States firms.
European Union enterprises were the largest
acquirers during 1998-1999, accounting for
more than two-fifths of cross-border M&As in
developing countries, followed by the United
States (table IV.6).   Japanese M&As in
developing countries were marginal.

The Latin American and Caribbean
region continued to dominate cross-border
M&A sales by developing countries. In the past
two years, Argentina and Brazil were the largest
sellers (figure IV.15).   Privatization was the
main vehicle in both countries (discussed
below), exemplified by the privatization of
Telebras in Brazil (1998) and YPF in Argentina
(1999).  In Argentina, one of the few countries
for which information on the breakdown of
FDI by mode of entry is available, the share of
cross-border M&As financed by FDI in total
FDI inflows (on an approval basis) rose from

one-fifth during 1990-1996 to nearly one half
during 1997-1999 (Argentina, CEP, 2000).

In Asia a rapid rise in cross-border M&A
sales took place in recent years, partly as a result
of the financial crisis (chapter II). Acquisitions
by foreign firms in the Republic of Korea
exceeded $9 billion in 1999, making it the largest
recipient of M&A-based FDI in developing
Asia. By contrast, M&As played a relatively
small role in FDI inflows into China – only at
most $2 billion out of total FDI of $40 billion
in 1999.  In Indonesia, the Republic of Korea
and Thailand, foreign acquisitions of some
firms temporarily nationalized during the
financial crisis took place.  For example, 40 per
cent of the equity of PT Astra International,
the largest car producer in Indonesia, owned
by the Indonesian Bank Restructuring Agency
since the financial crisis, was sold in 2000 to
Cycle & Carriage Ltd. of Singapore for $506
million.  In the transition economies of Central
Asia, cross-border M&A sales were largely
influenced by large privatization deals.
Significant M&A sales in Kazakhstan during
1996-1997 are explained by the acquisition of
Kaztelekom by Daewoo Corp (with a
transaction value of $1.4 billion) (annex table
A.IV.6). 20

In West Asia there have been steady (but
small) M&A sales in Turkey since the late 1980s.
In other countries in the region, there is

TTTTTababababable IVle IVle IVle IVle IV.6..6..6..6..6.  Cr  Cr  Cr  Cr  Cross-boross-boross-boross-boross-border M&As in deder M&As in deder M&As in deder M&As in deder M&As in developing countries,veloping countries,veloping countries,veloping countries,veloping countries, b b b b by home region/country home region/country home region/country home region/country home region/countryyyyy,,,,, 1987-1999 1987-1999 1987-1999 1987-1999 1987-1999
(Billions of dollars)

Latin South, Central
America East and and
and the South- Easterm

Year World Total EU Japan United States Total Africa Caribbean  Asia Europea

1987  1.7  1.5  0.4 -  1.2  0.2 - -  0.2 -
1988  2.9  2.7  1.1  0.2  0.3  0.2 -  0.1  0.1 -
1989  5.1  3.9  2.5  0.2  0.6  1.1 - -  1.1 -
1990  16.1  14.5  9.7  1.6  2.9  1.5 -  0.7  0.8 -
1991  5.8  4.9  1.7  0.2  2.0  0.9 -  0.2  0.7 -
1992  8.0  5.5  1.6  0.6  2.1  2.5 -  0.9  1.6 -
1993  12.8  6.2  1.8  0.2  3.2  6.6 -  1.5  4.9 -
1994  14.8  9.5  3.6  0.3  2.6  5.3 -  1.8  3.0 -
1995  15.9  10.3  4.1  0.5  4.6  5.5 -  1.6  3.4 -
1996  34.6  21.3  9.2  0.8  8.9  13.2  0.1  6.5  6.4 -
1997  64.3  42.4  15.8  0.8  20.4  21.9 -  8.6  13.1 -
1998  80.7  67.6  31.9  0.2  20.8  13.1 -  9.0  4.0 -
1999  63.4  49.5  32.0  0.7  13.7  13.8 -  4.3  8.9  0.1

Source: UNCTAD, cross-border M&A database, based on data from Thomson Financial Securities Data Company.

a Includes the countries of the former Yugoslavia.

Developed countries Developed countries
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generally very little M&A activity, with
occasional one-off cases.

In Africa, Egypt, Morocco and South
Africa attracted most foreign acquisitions. None
of the other African countries attracted more
than $1 billion of M&As, though Zambia and
Ghana have had some M&A-based inflows
since the mid-1990s. The low level of M&A
activity is partly explained by the slow pace
of privatization programmes.

c.   Central and Eastern Europec.   Central and Eastern Europec.   Central and Eastern Europec.   Central and Eastern Europec.   Central and Eastern Europe2121212121

While greenfield FDI is increasingly
important in Central and Eastern Europe, cross-
border M&A sales also rose in 1999 (table IV.3),
doubling from $5 billion to $10 billion. 22  As
earlier,  most were privatization and
infrastructure related. Because of the lumpy
nature of these sales, cross-border M&As (as
well as FDI inflows) into the region have
fluctuated widely over the years (figure IV.8d).
Poland, the Czech Republic and Croatia were
the major target countries in 1999 (figure IV.16),
reflecting relatively large privatization
programmes.

M&As by Western European firms led
the field. United States firms gradually got
involved through M&As, but the size of their
purchases remained small (less than $1 billion).
As some countries (e.g. Hungary) have nearly
completed their privatization programmes
mostly in the manufacturing sector, TNCs are
increasingly buying local privately-owned
businesses; these deals are generally small
compared with those involved in privatization.
However, in this region, privatization in the
services sector has not yet been completed.  For
example, the restructuring and rationalization

of the banking industry in the Czech Republic
and Poland continue to attract cross-border
M&As. Cross-border M&As in the Baltic States,
in particular in Lithuania, are noteworthy
(annex table A.IV.6).

3.  Sector and industry trends3.  Sector and industry trends3.  Sector and industry trends3.  Sector and industry trends3.  Sector and industry trends

The sectoral distribution of cross-border
M&As mirrors the development of the pattern
of FDI flows in general:  there has been a trend
towards more services (accounting for 60 per
cent in 1999) on a sales basis, with the share
of manufacturing declining (to 38 per cent in
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Source: UNCTAD, cross-border
M&A database (based on data from
Thomson Financial Securities Data
Company).

a Ranked on the basis of the
magnitude of sales in 1999.
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Source: UNCTAD, cross-border M&A database (based on
data from Thomson Financial Securities Data
Company).

a Includes the countries of the former Yugoslavia.
b Ranked on the basis of the magnitude of sales in 1999.
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1999) and natural resources becoming
negligible (figure IV.17).  This trend can be
observed irrespective of regions (figures IV.18
and IV.19).  In the manufacturing sector, the
industries with the highest levels of cross-
border M&A activity in 1999 were chemicals,
electric and electronic equipment and
petroleum products.   In services, the leaders

were telecommunications, financial and
business services (annex table A.IV.9). At a more
disaggregated level, radiotelephone (mobile
telephones) communications were by far the
most active, followed by pharmaceuticals, life
insurance, other telephone communications
and electrical power (figure IV.20). Some of
these industries have long attracted large-scale

����������	
,
��������%���"���"���"�$���������������������"$����2������
*+,�
***


���������	��
��
�����
������

Source: UNCTAD, cross-border M&A database and annex tables A.IV.9 and A.IV.10.
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cross-border M&As, partly because of the
corporate strategies pursued by main players
and partly because of liberalization and
deregulation.

The sectoral breakdown of cross-border
M&A purchases tends to mirror that of sales,
but there are some notable differences at the
industry level. In services, for instance, the

financial services industry accounted for the
highest expenditures in cross-border M&A
purchases in 1999 (annex table A.IV.10), while
transport, storage and communications were
the largest sellers (annex table A.IV.9). Indeed,
as this example shows, cross-border M&A deals
also take place between different industries.
Wholesale and retail trade, as well as business
services, sold twice as much as they purchased,

Source: UNCTAD, cross-border M&A database (based on data from Thomson Financial Securities Data Company).

����������	
+
��������%���"���"���"�$���������������������"$��&�� �����$��"���
*+,�
***


���������	��
��
�����
������

100

90

80

70

60

50

40

30

20

10

0

100

90

80

70

60

50

40

30

20

10

0

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

Primary Manufacturing Tertiary

(a) Sales

(b) Purchases



�
126 World Investment Report 2000:  Cross-border Mergers and Acquisitions and Development

reflecting the fact that the parties involved in
cross-border M&As were not from the same
industry. In manufacturing, the chemical
industry was the largest purchaser, as well as
the largest seller.

Horizontal M&As are prevalent in
activities like automobiles, defence,
pharmaceuticals, telecommunications and
banking. In capital and technology-intensive

activities, firms may undertake M&As to
remain competitive by eliminating excess
capacity (e.g. automobiles or defence) and to
spread huge investments in information
technology and/or R&D (pharmaceuticals,
telecommunications and banking).  Horizontal
M&As also take place in less technology-
intensive industries like food, beverages and
tobacco, textile and clothing. Economic
motivations here seem to be to increase market
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Source: UNCTAD, cross-border M&A database (based on data from Thomson Financial Securities Data Company).

100

90

80

70

60

50

40

30

20

10

0

100

90

80

70

60

50

40

30

20

10

0

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

Primary Manufacturing Tertiary

(a) Sales

(b) Purchases



������� 127
�

Chapter IV          Trends in Cross-border M&As

power by reducing competition, realize scale
economies in marketing, distribution and
procurement or increase negotiating power vis-
à-vis buyer and suppliers as well as financial
institutions.

In industries characterizing intense
horizontal M&A activity, market concentration
is rising. Much of this is driven by the large
number of M&As concluded by a few major

TNCs.  During 1987-1999, the top 10 TNCs
concluding the largest cross-border M&A deals
accounted for 13 per cent of the total value of
deals (table IV.7). Because of mega deals in
recent years, this share increased from 15 per
cent during 1996-1997 to 31 per cent during
1998-1999.  The companies involved in such
deals change each year, reflecting the industries
that underwent consolidation in a given year.
Thus, in 1999, three out of the top 10 TNCs
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Source: U N C T A D ,
cross-border M&A
database (based on data
from Thomson Financial
Securities Data Company).

a Ranked on the basis
of the magnitude of
sales in 1999.

TTTTTababababable IVle IVle IVle IVle IV.7..7..7..7..7.          The 20 larThe 20 larThe 20 larThe 20 larThe 20 largggggest est est est est TNCs with crTNCs with crTNCs with crTNCs with crTNCs with cross-boross-boross-boross-boross-border M&A activityder M&A activityder M&A activityder M&A activityder M&A activityaaaaa,,,,, 1987-1999 1987-1999 1987-1999 1987-1999 1987-1999

Value in
billion Number of

Rank Name Home Industry dollarsb deals

1 BP Amoco PLC United Kingdom Petroleum  65.0 76
2 Vodafone Group PLC United Kingdom Telecommunications  60.3 9
3 Mannesmann AG Germany Metal and metal products  44.7 44
4 Daimler-Benz/DaimlerChrysler AG Germany Transportation equipment  42.9 67
5 ZENECA Group PLC United Kingdom Chemicals  35.8 12
6 Aventis SA France Chemicals  26.8 13
7 Roche Holding AG Switzerland Chemicals  24.7 20
8 Zurich Versicherungs GmbH Switzerland Insurance  21.9 36
9 General Electric Co United States Electronic and electrical equipment  21.6 183

10 Seagram Co Ltd Canada Food and kindred products  20.2 23
11 AXA/AXA-UAP France Insurance  19.1 44
12 Suez Lyonnaise des Eaux SA France Electric, gas and water distribution  17.8 77
13 News Corp Ltd Australia Printing, publishing and allied services  17.4 64
14 Koninklijke Netherlands Diversified  17.5 301
15 Aegon NV Netherlands Insurance  17.1 22
16 Allianz AG/Allianz AG Holding Germany Insurance  16.9 72
17 Repsol SA Spain Oil and gas  16.4 24
18 Deutsche Bank AG Germany Commercial banks  16.3 57
19 Hoechst AG Germany Chemicals  15.9 117
20 Texas Utilities Co United States Electric, gas and water distribution  15.7 18

Top 10 363.9  483
Top 20  533.8 1 279
Total 2 821.5 44 583

Source: UNCTAD, cross-border M&A database, based on data from Thomson Financial Securities Data Company.

a Includes cross-border M&As concluded by their affiliates.
b Includes only the deals for which information on transaction values is available.
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The automotive industry has gone
through substantial restructuring in recent
years, partly as a result of weak demand,
overcapacity and environmental pressures
(e.g. production of “clean cars”).  This is an
industry where size matters.  According to
some estimates, an automobile maker has to
produce a minimum of 4 million cars to
survive (JETRO, 2000).  In recent years, a
number of automobile makers have either
merged, or entered into strategic alliances.  For
example, General Motors has strategic
alliances (with acquisition of shares) with
Vauxhall, Opel and Saab Automobile — the
latter two now being 100 per cent subsidiaries.
Ford Motor Company has acquired Jaguar and
Volvo Cars and has a strategic alliance with
Mazda.a This trend continued in 2000 with the
acquisition of a 20 per cent equity of Fiat by
General Motors; the acquisition of a 33 per cent
equity of Mitsubishi Motors by
DaimlerChrysler; and Renault’s acquisition of

Box IVBox IVBox IVBox IVBox IV.9.  Cross-border M&As and concentration in the automotive industry.9.  Cross-border M&As and concentration in the automotive industry.9.  Cross-border M&As and concentration in the automotive industry.9.  Cross-border M&As and concentration in the automotive industry.9.  Cross-border M&As and concentration in the automotive industry

70 per cent of the shares in Samsung Motor.
The impact on concentration has been
considerable.  In 1999, the 10 largest
automobile makers accounted for 80 per cent
of the world vehicle production, compared
with 69 per cent in 1996 (box table IV.9.1).

Similar developments have characterised
the truck industry.  After the EU Commission
blocked the planned merger between two
Swedish firms, Volvo and Scania, for
competition reasons, Scania found a new
partner in Volkswagen, and Volvo joined up
with Renault’s truck division, creating the
world’s second largest truck maker after
DaimlerChrysler. There are also numerous
strategic alliances involving a small share of
equity involvement in the automobile
industry. In addition, consolidation,
competition and outsourcing in this industry
have triggered the restructuring in its supplier
industries through M&As.

Source:  UNCTAD.
a   See also UNCTAD, 1999a, chapter II.C.1.

Box table IVBox table IVBox table IVBox table IVBox table IV.9.1.  Automobiles:.9.1.  Automobiles:.9.1.  Automobiles:.9.1.  Automobiles:.9.1.  Automobiles:aaaaa degree of concentration of the 10 largest TNCs,  degree of concentration of the 10 largest TNCs,  degree of concentration of the 10 largest TNCs,  degree of concentration of the 10 largest TNCs,  degree of concentration of the 10 largest TNCs, 1996 and 19991996 and 19991996 and 19991996 and 19991996 and 1999

(1,000 vehicle production units)

     TNCs 1996    TNCs 1999

General Motors 8 400 General Motors 8 336
Ford Motor 6 750 Ford Motor 7 220
Toyota Motor 4 756 Toyota Motor 5 401
Volkswagen 3 977 Volkswagen 4 853
Chrysler 2 861 DaimlerChrysler 4 827
Nissan 2 742 Renaultb 4 720
Fiat 2 586 Fiatc 2 596
Honda Motor 2 084 PSA 2 496
Mitsubishi Motord 1 943 Honda Motor 2 423
Renault 1 804 Hyundai Motor 2 081

Total 5 largest 26 744 Total 5 largest 30 637
Share in the world total  49 Share in the world total  54

Total 10 largest 37 903 Total 10 largest 44 955
Share in the world total  69 Share in the world total  80

World total 55 036 World total 56 286

   Source:     UNCTAD, based on Automotive News,1997, 2000.
a Includes cars and trucks.
b Includes Nissan. Renault purchased a 37 per cent equity share in 1999.
c General Motors purchased a 20 per cent equity share in 2000.
d DaimlerChrysler purchased a 33 per cent equity share in 2000.
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(Vodafone Group, Mannesmann and Deutsche
Telekom) were in the telecommunications
industry; none of these ranked among the top
10 in the previous years.  On the other hand,
firms in chemicals and pharmaceuticals
appeared almost every year among the top 10
TNCs during 1987-1999, suggesting a
prolonged restructuring in this industry.

Concentration has increased in various
industries such as automobiles (box IV.9),
banking (box IV.10) and pharmaceuticals (box
IV.11) because of M&As. Telecommunications,
insurance and energy (including petroleum)
are other major industries in which
concentration has increased     with mega cross-
border M&A deals contributing significantly
(annex table A.IV.4). Liberalization and
deregulation have also driven M&As in the
services sector (figures IV.17 - IV.19).

There are interesting differences by
region and country groups. In developed
countries, finance, transport, storage and
communications, and chemicals were the
largest recipient industries during 1997-1999
(figure IV.21).  However, patterns of cross-
border M&A sales in the European Union differ
from those in the United States even when the
values are almost the same (annex tables A.IV.11
and 12). In the European Union, firms in
chemicals, and food, beverages and tobacco
were the most targeted for M&As by foreign
firms. In the United States, the preferred targets
were electrical and electronic equipment and
chemicals. As acquirers, financial firms were
the most aggressive in both the European Union
and the United States, accounting for a quarter
of total purchases of cross-border M&As (annex
table A.IV.13 and 14).

Box IVBox IVBox IVBox IVBox IV.10.  Cross-border M&As and.10.  Cross-border M&As and.10.  Cross-border M&As and.10.  Cross-border M&As and.10.  Cross-border M&As and
concentration in the banking industryconcentration in the banking industryconcentration in the banking industryconcentration in the banking industryconcentration in the banking industry

M&As, both domestic and cross-border,
are changing the structure of the banking
industry.  Deregulation and liberalization, as
well as competitive pressures to cope with
mounting information technology costs, have
spurred M&A activity. Although the largest
banks are still created through domestic
M&As, a number of large banks were born
through cross-border M&As. Thus, in 1999,
Deutsche Bank – Bankers Trust New York,
HSBC – Republic New York, HSBC – Safra
Republic, and three other cases were all mega
deals with a transaction value of more than $1
billion each (annex table A.IV.4).  The result is
increased concentration among the top banks.
For example, the largest 25 banks measured
by assets accounted for 33 per  cent of the
assets of the 1,000 largest banks in 1999,
compared with 28 per cent in 1996.a The
factors driving M&As in the banking industry
differ between regions. The abolition of the
Glass-Stegall Act in the United States in 1999
dismantled the wall between banking and
securities. Deregulation and the introduction
of the single currency in the European Union,
financial liberalization in Japan (the     Japanese
“big bang”), and the restructuring of banking
in countries affected by the financial crisis all
contributed to large-scale M&As.

Source:  UNCTAD.
a    Data from “Top 1000”, The Banker, July 2000.

Box IVBox IVBox IVBox IVBox IV.1.1.1.1.11.  Cross-border M&As and1.  Cross-border M&As and1.  Cross-border M&As and1.  Cross-border M&As and1.  Cross-border M&As and
concentration in the pharmaceuticalconcentration in the pharmaceuticalconcentration in the pharmaceuticalconcentration in the pharmaceuticalconcentration in the pharmaceutical

industryindustryindustryindustryindustry

 The need to share the costs for expensive
R&D and to derive synergies is driving the
spate of cross-border M&A activity in this
industry. All the largest pharmaceutical
companies have grown through M&As rather
than organic growth.  Most recently two
giants, AstraZeneca and Aventis (Hoechst and
Rhône Poulenc), were established through
cross-border mergers. Those and other
consolidations have led to a further
concentration of the industry.  In 1999, the top
five and ten largest TNCs accounted for 28
and 46 per cent of the world sales of
pharmaceutical products, respectively,
compared to     19 and 33 per cent respectively,
in 1995.a The ageing population in developed
countries, growing demand for
pharmaceutical products in developing
countries and advances in biology (genomics)
have led pharmaceutical firms to reconsider
their corporate strategies.  As the United States
accounts for 40 per cent of global sales and
has in many therapeutic areas the leading R&D
clusters, it is attracting foreign firms to invest
in the country.

Source:  UNCTAD.
a “Life sciences & pharmaceuticals”, The

Financ ia l  Times ,  6  Apr i l  2000 ;  and
“Pharmaceuticals”, The Financial Times, 24
April 1997.  Pharmaceuticals was a $350
billion industry in world sales in 1999
($218 billion in 1995).
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Source: UNCTAD, cross-border M&A database and annex tables A.IV.9 and A.IV.10.

a Includes the countries of the former Yugoslavia.

(a) Developed countries(a) Developed countries(a) Developed countries(a) Developed countries(a) Developed countries (b) Developing countries(b) Developing countries(b) Developing countries(b) Developing countries(b) Developing countries

(b1)  South, East and South-East Asia(b1)  South, East and South-East Asia(b1)  South, East and South-East Asia(b1)  South, East and South-East Asia(b1)  South, East and South-East Asia (b2)  Latin America and the Caribbean(b2)  Latin America and the Caribbean(b2)  Latin America and the Caribbean(b2)  Latin America and the Caribbean(b2)  Latin America and the Caribbean

(c)  Central and Eastern Europe(c)  Central and Eastern Europe(c)  Central and Eastern Europe(c)  Central and Eastern Europe(c)  Central and Eastern Europeaaaaa
Finance

Transport, storage and communications

Chemicals and chemicals products

Electricity, gas and water distribution

Coke, petroleum and nuclear fuel

Food, beverages and tobacco

Others

(a) Developed countries

(b1) South, East and South East Asia

(c) Central and Eastern Europe a

(b) Developing countries

(b2) Latin America and the Caribbean
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Japan is in a different situation
altogether. Although M&As are growing, the
values of cross-border sales and purchases
remain relatively small. Because of this, a few
large M&As strongly affected the industry
distribution in individual years. In 1999, the
finance industry dominated on the sales side
(annex table A.IV.15), while the food, beverages
and tobacco industries were predominant on
the purchase side (annex table A.IV.16). In
previous years, the pattern was quite different.

It is difficult to identify any clear trends
in developing countries. In developing Asia
the ranking of recipient industries has changed
each year (annex table A.IV.17). During 1997-
1999, finance, electricity, gas and water
distribution and transport, storage and
communications, were the largest targeted
industries (figure IV.21).  In Latin America and
the Caribbean, transport,  storage and
communication, coke and petroleum products,
and utilities (electric, gas and water) received
sizeable cross-border M&As (figure IV.21 and
annex table A.IV.19).  The differences between
the regions are partly explained by differences
in liberalization and deregulation, privatization
and investor attitudes.

After the Asian financial crisis, cross-
border M&As in the five main crisis-hit
countries, accounting for more than 60 per cent
of the Asian total in 1998-1999, influenced the
level and distribution of M&As by industry
in developing Asia.  For example, finance
became the largest industry for foreign
acquisitions after the crisis (annex table
A.IV.18). In Central and Eastern Europe, finance
was also strongly targeted (figure IV.21). Partly
due to large capital requirements, petroleum
products and motor vehicles attracted large
cross-border M&A deals (annex table A.IV.20).
The relatively large volume of cross-border
M&As in food, beverages and the tobacco
industries is also noteworthy in Central and
Eastern Europe.

4.   Privatization and cross-border4.   Privatization and cross-border4.   Privatization and cross-border4.   Privatization and cross-border4.   Privatization and cross-border
M&AsM&AsM&AsM&AsM&As

Privatization is a special form of
acquisitions, involving domestic and/or
foreign firms taking over a part or the whole
of the equity of state-owned firms. Sales to
foreign firms constitute cross-border M&As.
In Latin America and Central and Eastern

Europe, privatization has been an important
means of attracting FDI and it is growing in
developing Asia.

The amounts involved over the years
in privatization programmes in developed
countries have been larger than those in
developing countries. In 1998, for example, only
$28.5 billion out of $114.5 billion privatization
sales (total, not just cross-border) in the world
were in non-OECD countries (OECD, 1999),23

of which the bulk ($25.5 billion) was in Brazil.
In 1998 privatization in developing Asia fell,
but remained robust in Latin America, while
a sharp decline in Latin America in 1999 led
to declining privatization revenues in the
developing world as a whole. The increase in
sales in the developed world continued. While
the value of cross-border M&As through
privatization has continued to increase in recent
years, the number of deals reached a plateau
by the early 1990s (figure IV.22).

Foreign acquisitions of privatized firms
as a percentage of the total value of cross-border
M&As in the world reached about one-tenth
in the mid-1990s, but fell to 6 per cent in 1999.
In developed countries,  the bulk of
privatization is to domestic buyers, while in
developing countries foreign participation has
been higher than domestic participation. 24  Of
the world’s 50 largest privatizations involving
foreign buyers during 1987-1999, less than half
(23) were in developed countries. As a result,
the amount raised through privatization to
foreign buyers by developing countries
sometimes exceeds those achieved by
developed countries by a factor of two during
1997-1998 (annex table IV.22). In Central and
Eastern Europe, privatization has been an
integral part of the transition to a market
economy, accounting for a substantial share of
cross-border M&As (figure IV.23). Nevertheless
the majority of privatized assets has been
acquired by or distributed to domestic
stakeholders, depending on the methods used
when privatizing. Although a number of
countries sold state enterprises to foreign firms,
foreign acquisitions of state-owned enterprises,
on a value basis, were concentrated in a handful
of countries: 11 countries sold more than $5
billion each worth of privatized firms during
1987-1999 (annex table A.IV.21). Brazil,
Argentina and Australia were the largest sellers,
receiving $32 billion, $26 billion and $24 billion,
respectively, during     that period (annex table
A.IV.21).
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Privatizations of capital-intensive
infrastructure activities such as
telecommunications and utilities, and those
related to the restructuring of industries such
as automobiles and petroleum, have attracted
substantial amounts of capital to some
countries. In fact, most of the cross-border mega
deals in developing countries are privatization-
related (see annex table A.IV.4 for 1999). The
two largest cross-border acquisitions of
privatized firms made in the past were in Latin
America: Brazil and Argentina (table IV.8). In

Brazil,  for instance, in the case of the
privatization of the telecommunications
company Telebras, more than half of the
privatization revenues (about $11 billion) were
raised through cross-border acquisitions. The
participation of foreign firms in the Brazilian
privatization programme continued strongly
in 1999, attracting acquisitions of $2.8 billion,
just behind Argentina, Germany and Australia
(annex table A.IV.21).  The removal of
restrictions on foreign ownership, as well as
the start of a new phase in privatizations in
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(a)  T(a)  T(a)  T(a)  T(a)  Transaction values (billion dollars)ransaction values (billion dollars)ransaction values (billion dollars)ransaction values (billion dollars)ransaction values (billion dollars)

(b)  Number of deals(b)  Number of deals(b)  Number of deals(b)  Number of deals(b)  Number of deals

Source: UNCTAD, cross-border M&A database (based on data from Thomson Financial Securities Data Company).

Note: CEE includes the countries of the former Yugoslavia.

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

World total

CEE Developing countries Developed countries

$ billion

50

45

40

35

30

25

20

15

10

5

0

300

250

200

150

100

50

0

World total

(a) Transaction values (billion dollars)

(b) Number of deals



������� 133
�

Chapter IV          Trends in Cross-border M&As

1995, account for this performance in Brazil.
In the case of Argentina the privatization of
YPF was a prominent case in 1999.

Examples of other countries with large-
scale privatizations of telecommunications
through cross-border M&As were Austria,
Belgium,  the Czech Republic, Mexico, Peru,
South Africa and Venezuela. Energy-related
and mining (including petroleum) activities
also attracted large cross-border M&As for
privatization in developed and developing
countries (table IV.8).

* * * ** * * ** * * ** * * ** * * *

To conclude, cross-border M&As have
risen significantly in importance. Given the
number, value and spread of the transactions
involved, one can now speak of a market for

firms, a market that is increasingly global in
nature and in which firms are bought and sold,
as they merge, acquire or divest. To be sure,
most of this market  is in and among developed
countries and even there not all countries are
equally involved. It is also uneven in terms of
industries, reflecting differences in economic
structure, corporate governance and corporate
strategies. But more and more countries,
including developing countries and countries
in Central Europe, are drawn into it, as are more
and more industries and firms, large or small.

Since cross-border M&As have become
an important element in the expansion of the
international production system, there is a need
for a better understanding of what factors drive
these transactions and what distinctive impacts
they have on host country development.  The
following chapters address these issues.
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Source: UNCTAD, FDI/TNC database and cross-border M&A database

a Includes the countries of the former Yugoslavia.
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TTTTTababababable IVle IVle IVle IVle IV.8..8..8..8..8.          The wThe wThe wThe wThe world’orld’orld’orld’orld’s 50 lars 50 lars 50 lars 50 lars 50 largggggest privest privest privest privest privatization deals inatization deals inatization deals inatization deals inatization deals invvvvvolving folving folving folving folving foreign firms,oreign firms,oreign firms,oreign firms,oreign firms, 1987-1999 1987-1999 1987-1999 1987-1999 1987-1999

Value of

acquisition Acquiring

Rank Privatized firm Year (billion dollars) Country Acquiring foreign firm countrya

1 YPF SA 1999  13.2 Argentina Repsol SA Spain

2 Argentina-Airports(33) 1998  5.1 Argentina Aeropuertos Argentina 2000 United States

3 TELESP(Telebras) 1998  5.0 Brazil Investor Group Spain

4 Victoria-Loy Yang A Power 1997  3.8 Australia Investor Group United States

5 Energie Baden-Wuerttemberg AG 1999  3.4 Germany Investor Group France

6 Telesp Celular Participacoes 1998  3.1 Brazil Investor Group Portugal

7 Credit Communal de Belgique SA 1996  3.1 Belgium Credit Local de France SA France

8 Nobel Industrier Sweden AB 1994  3.0 Sweden Akzo NV Netherlands

9 Coca-Cola Bottlers Philippines 1997  2.7 Philippines Coca-Cola Amatil Ltd Australia

10 Belgacom 1996  2.5 Belgium ADSB Telecommunications BV United States

11 Telekom Austria 1998  2.4 Austria Telecom Italia SpA Italy

12 Embratel(Telebras) 1998  2.3 Brazil MCI Communications Corp United States

13 YPF SA 1999  2.0 Argentina Repsol SA Spain

14 PowerNet Victoria(GPU Inc) 1997  2.0 Australia GPU Inc United States

15 Entel Peru SA,Cia Peruana 1994  2.0 Peru Investor Group Spain

16 Stockholm Energi AB 1998  2.0 Sweden Gullspangs Kraft(Imatran Voim) Sweden

17 CA Nacional Telefonos de VE 1991  1.9 Venezuela VenWorld Telecom CA United States

18 Svyazinvest 1997  1.9 Russian Federation Mustcom Ltd Cyprus

19 Yallourn Energy 1996  1.8 Australia Investor Group United Kingdom

20 Hazelwood Power Station 1996  1.8 Australia Hazelwood Power Partnership United Kingdom

21 Sidor 1998  1.8 Venezuela Consorico Siderurgia Amazonia Argentina

22 Telecentro Sul (Telebras) 1998  1.8 Brazil Investor Group Italy

23 Light SE 1996  1.7 Brazil Investor Group United States

24 Telmex 1990  1.7 Mexico Investor Group United States

25 Australia-Dampier to Bunbury 1998  1.6 Australia Epic Energy Inc Canada

26 Eastern Energy Ltd 1995  1.6 Australia Texas Utilities Co United States

27 Cia de Electricidade do Estado 1997  1.6 Brazil Investor Group Spain

28 Powercor Australia 1995  1.6 Australia Investor Group United States

29 Elsag Bailey Process 1999  1.5 Netherlands ABB Transportation Netherlands

30 SPT Telecom 1995  1.5 Czech Republic Telsource consortium Netherlands

and Switzerland

31 Ferrocarril del Noreste 1997  1.4 Mexico Transportacion Ferroviaria Mexico

32 Cie Centro Oeste 1997  1.4 Brazil AES Corp United States

33 Kaztelekom 1997  1.4 Kazakhstan Daewoo Corp Republic of

Korea

34 Citipower Ltd(Entergy Corp) 1996  1.3 Australia Entergy Corp United States

35 Telkom South Africa 1997  1.3 South Africa Investor Group United States

36 Ikon Energy/Multinet Gas 1999  1.3 Australia Energy Partnership United States

37 Santa Fe Exploration 1996  1.2 United Kingdom Saga Petroleum AS Norway

38 Codensa 1997  1.2 Colombia Investor Group Spain

39 Retevision 1997  1.2 Spain Investor Group Italy

40 OK Petroleum AB 1994  1.2 Sweden Corral Petroleum Holdings AB Sweden

41 Telesudeste  Celular(Telebras) 1998  1.2 Brazil Investor Group Spain

42 FSM 1992  1.1 Poland Fiat Auto SpA(Fiat SpA) Italy

43 Ceskoslovenska Obchodni Banka 1999  1.1 Czech Republic KBC Bancassurance Holding NV Belgium

44 Tengizchevroil 1996  1.1 Kazakhstan Mobil Corp United States

45 Bank Polska Kasa Opieki SA 1999  1.1 Poland Investor Group Italy

46 ASLK-CGER Insurance,ASLK-CGER 1993  1.1 Belgium Fortis International NV Netherlands

47 Cemig(Minas Gerais) 1997  1.1 Brazil Southern Electric Brazil United States

48 Cellulose du Pin-Paper & Pkg 1994  1.0 France Jefferson Smurfit Group PLC Ireland

49 Cia Riograndense de Telecomun 1998  1.0 Brazil Investor Group Spain

50 Kinetik Energy/Westar 1999  1.0 Australia Texas Utilities Australia Pty Australia

Source: UNCTAD, cross-border M&A database, based on data from Thomson Financial Securities Data Company.

a For deals whose host and acquiring countries are the same, the ultimate parent country is different.  For details, see box IV.4.
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NotesNotesNotesNotesNotes

1 In addition to these two modes of entry, the
concept of  “brownfield investment” can also
be found in the literature.  It denotes a
hybrid situation, between greenfield and
acquisition, where investments that are
formally an acquisition resemble greenfield
projects.  In such  “brownfield projects”, the
foreign investor acquires a firm, but almost
completely replaces plant and equipment,
labour and product line (Meyer and Estrin,
1998).  This concept has been applied in
particular in cases of acquisitions in
transition economies.

2 There are also some cases in which the
headquarters are placed in a third country
(e.g. the United Kingdom in the case of
Pharmacia (Sweden) and Upjohn (United
States).

3 In the case of full (100 per cent) acquisitions,
deals may also be referred to as (statutory)
mergers, though there is a distinction
between these two forms (figure IV.1).

4 In addition, the classification of M&As into
horizontal, vertical and conglomerate types
may lose some of its relevance as a new type
of M&A seems to be emerging.  Internet
companies, or internet holding companies,
are investing in a large number of other
internet companies, taking usually minority
shares.  For example, Softbank of Japan has
invested in more than 100 internet firms,
both at home and abroad, taking less than
30 per cent shares of the companies.  Since
these internet firms are engaged in many
different segments of the internet industry,
they are not vertical investments.  They
could be related with each other in business,
making them difficult to be classified as
“conglomerate”.  They can be horizontal, but
not exactly in the same line of business.
What some of these internet holding
companies are trying to do with a series of
minority acquisitions is to create an
“econet” or economic network, in which
various firms linked through minority
equity holdings formulate a loose network
of affiliated firms and have influence (in
such activities as setting standards) in
shaping the future of the industry.  This
would be a new concept of business in the
sense that the firms involved are not
interested in “control”  per se ,  i .e.  in
formulating a hierarchical organization, but
organizing a horizontal network of like-
minded companies (Jung, 2000).

5 It should be stressed that the data in figure
IV.3 and annex table A.IV.2 are just
indicative of the trend.  The share of
financially motivated deals may well be
underestimated as short-term financial

gains can be important motives also in the
case of cross-border M&As by non-financial
firms.

6 This, in turn, can have implications for how
M&As are implemented, not only because
the target firms may be less prepared to
proceed, but also because the acquirers may
have to recoup some of the premiums paid
by selling some assets.

7    On a completion basis the value of hostile
cross-border takeovers accounted for 1 per
cent in 1999 for all cross-border M&As
(figure IV.4), compared with 3 per cent for
domestic hostile takeovers.  In that year,
however, a number of high-profile hostile
M&As were announced, including Vodafone
AirTouch’s bid for Mannesmann (which
succeeded in 2000).  Therefore, in terms of
announced value, hostile M&As accounted
for 14 per cent of all M&As (cross-border and
domestic) in 1999. “The world is not enough
… to merge”, press  release by Thomson
Financial    Securities    Data    Company,
5  January 2000.

8 One case in Chile (Banco Santiago) in 1995
by a Spanish bank (Banco Central
Hispanoamericano), two cases in Cayman
Islands (GT Chile Growth Fund) by a firm
based in the United Kingdom (Regent
Kingpin) in 1995 and 1996, and one case in
Papua New Guinea (Highlands Gold Ltd.)
by a Canadian firm (Placer Dome) in 1997.

9 Unless otherwise noted, WIR2000 uses data
on a completion basis.   In addition,
transaction values are used in WIR2000.
They do not, therefore, take into account the
value of  any liabilities of target firms.

10 “20th  century:   survey”,  The  Economist,
11 September 1999, p. 39.

11 Data for cross-border M&As are
systematically collected only from 1987
onwards.

12  KPMG reports $787 billion in cross-border
M&As for 1999 (including portfolio M&As),
of which $659 billion were majority-owned
M&As.  Data provided by KPMG Corporate
Finance in the Netherlands.  The differences
between the data reported by KPMG and the
data used in the present report essentially
lie in the different treatment of cross-border
M&A data.  While the former do not include
increases in stakes in joint ventures in which
the target firm remains as a joint venture,
the latter do.

13 The data are provided by Thomson
Financial Securities Data Company.  The
period is between 1 January and 13 June.
They refer to all  cross-border M&As
(including portfolio cross-border M&As).

14 Since 1998, 16 deals have had a value of
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more than $10 billion: six in 1998 and ten in
1999. There  were no such deals before (table
IV.4).

15 Based on about 200 deals for which
information on sources of funds is available
(UNCTAD, cross-border M&A database).

16 Reported by J.P. Morgan, quoted in
“International mergers and acquisitions”,
Financial Times, 22 September 1999.

17 In this calculation of investment
expenditures, invested funds include those
raised in the United States and abroad.  For
details, see box IV.3.

18 This reflects the fact that greenfield FDI is
still dominant in outward FDI even though
M&As have been rising.

19 There is also one large acquisition from the
Islamic Republic of Iran – a 50 per cent
acquisition of Telecom Eireann (Ireland) for
$4.4 billion.

20 However, this investment proved to be
short-term.  In 1998, Daewoo sold its shares
to portfolio investors and back to the
Government.

21 Includes the countries of the former
Yugoslavia.

22 The figures for Central and Eastern
European cross-border M&A sales may
significantly underestimate the real volume
of such sales because a number of deals,
especially at the local level, go unreported.

23 Data for the Czech Republic, Hungary,
Republic of Korea, Mexico, Poland and
Turkey are included in the OECD total as
they are OECD member States.  The World
Bank reports $49.3 billion in privatization
revenues in 1998 for developing countries
(including Central and Eastern Europe)
(World Bank, 2000a).

24 For example, during the period 1990-1998
in Brazil, three-quarters of privatizations
involved foreign buyers,  while in Poland
nearly 80 per cent of privatization sales
involved foreign firms. The data on
privatization revenues are from World Bank,
2000.
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A.   Corporate performanceA.   Corporate performanceA.   Corporate performanceA.   Corporate performanceA.   Corporate performance

of M&Asof M&Asof M&Asof M&Asof M&As

he increase in cross-border M&As
documented in the preceding
chapter is taking place against a
widespread perception that most
M&As fail to deliver the expected
gains set out at the time deals are

announced.1 For example, several management
surveys of predominantly cross-border M&As
in the mid-1990s concluded that the value of
shares held by owners declined in more than
half of the cases examined, while increases in
the value of shares followed only a small
proportion of all M&As (AT Kearney, 1999;
KPMG, 1999). There is much controversy
surrounding the question of post-M&A
performance, however. This section looks at
the evidence in the literature to shed light on
how corporate performance is affected by
M&As.

There are several ways of measuring
performance.  It is therefore important to keep
a few points in mind. First, most studies in this
area focus on domestic M&As and are based
on data from the United States and the United
Kingdom, where M&As have been prevalent
since the beginning of the past century.  There
is only scant evidence from developing
countries and economies in transition. Second,
except for a few recent surveys, the experience
in the 1990s has not yet been fully explored in
the literature. Third, it is impossible to factor
in what would have happened to a firm had a
merger or acquisition not taken place.   Fourth,

it is important to distinguish the impact on
firms from the impact on host and home
economies.  M&As that produce poor results
from a strictly financial point of view may still
exert a positive impact on an acquired firm and,
under certain conditions, the host country.   This
section deals with the impact on corporations;
broader economic impacts will be discussed
in the next chapter.

The bulk of the empirical studies of the
impact of M&As on corporate performance can
broadly be classified into two categories.  The
first group can be found in the finance
literature, and comprises what are called “event
studies”, which use changes in share prices to
gauge changes in firm value.  The second group
belongs to the industrial organization literature
and consists of studies that     measure corporate
performance mainly by comparing various
measures of profitability before and after
transactions.  The rates of success or failure
are typically assessed by comparing the
performance with a relevant control group of
companies.

The  “event studies” generally assume
that stock markets are efficient, meaning that
changes in the share prices of the firms
involved, after controlling for market
movements in general and systematic risk,
represent the value of the event.  Corporate
performance is measured by comparing the
share prices from before and after M&As
relative to a relevant control group.  Evidence
from a large number of articles analyzing short-
term stock reactions to merger announcements
indicates that a target firm’s shareholders
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benefit, and a bidding firm’s shareholders
generally lose or break even. 2  Only about one-
third of published shareholder value studies
were able to find positive effects for the bidding
firm (Schenk, 2000). 3 Other studies have noted
that the rates of return earned on common stock
tend to deteriorate when the period after the
merger is extended to one year or more (Jensen
and Ruback, 1983; Magenheim and Mueller,
1988). Moreover, a survey of studies covering
different time periods suggested that returns
going to the acquirer deteriorated in the 1980s,
as compared with the preceding decades
(Sirower, 1997).

The results from various event studies
are inconclusive with regard to the factors
influencing the outcome of     M&As.  Some
researchers have noted that the chances of a
positive impact on performance increases if the
firms involved are in related industries,4 while
others have reached the opposite conclusion.5

Moreover, some studies indicate that returns
to the acquiring company develop more
favourably in cross-border M&As than in
domestic ones,6 whereas others do not support
that finding.7

The industrial organization literature
offers an alternative assessment of performance
by using accounting data to measure, e.g.
profitability or market shares a few years before
and after M&As.8 Empirical evidence here is
also rather sobering. Although industrial
organization studies normally consider longer
time horizons than those in the financial
literature, most of them do not show significant
improvement in long-term profitability after
acquisition (Scherer, 1988). For example, a study
of United Kingdom firms over a 10 to 18 year
period indicated little improvement in
profitability relative to the period before
acquisition and a decline in profitability relative
to firms relying on internal growth (Dickerson
et al., 1997).9 Similarly, a survey of 22
accounting data studies from nine countries
showed that the average acquiring firm does
not earn a significantly higher return than the
industry average (Bild, 1998). The most
exhaustive study of post-merger performance,
covering almost 6,000 M&As by 471
corporations in the United States and 900
divestitures, again found poor financial results
from M&As (Ravenscraft and Scherer, 1987).10

The industrial organization literature does
not provide any clear evidence in regard to
how the relatedness of activities of the bidder

and target firms affect M&A performance (Bild,
1998). In fact, some studies have concluded that
conglomerate M&As provide more favourable
results than horizontal or vertical M&As (e.g.
Reid, 1968; Mueller, 1980b). Moreover, in the
case of cross-border M&As, large cultural
differences between bidder and target
companies have been found to be positively
related to acquisition performance in terms of
sales growth (Morosini et al., 1998).

In addition to the above mentioned
studies, which mainly focus on the performance
of a firm as a whole following a merger or an
acquisition, there is some evidence on how the
target companies, or even target plants, are
affected by takeovers. Although various studies
have produced mixed results, ownership
changes have been noted to exert positive
impacts on the productivity of the acquired
units.11 For example, Canadian plants that were
taken over in the 1970s achieved higher
productivity increases than those that did not
experience a change in ownership (Baldwin,
1995). United States data from the 1960s to the
early 1980s indicate that productivity
performance may be related to the size of the
target (Caves, 1998). It appears that acquisitions
can either lift the performance of an
unproductive large unit or supply resources
needed to leverage the strength of a highly
productive small one (Caves, 1998, p. 1962).
These conclusions are partly supported by a
Swedish study of ownership changes
undertaken during 1980-1994 and which,
interestingly, distinguished between cross-
border and domestic M&As (Modén, 1998). The
study found that, prior to a takeover, average
labour productivity of the target firms of both
domestic and foreign acquirers was lagging
behind the industry average. After an
acquisition, however, firms taken over by
foreign investors showed a substantial increase
in labour productivity relative to the industry
average, while productivity in domestically
acquired firms stayed about the same, or
declined somewhat. In addition, compared with
both the industry average and with the
acquired firms in domestic takeovers, foreign
acquisitions developed more favourably in
terms of total factor productivity, employment
and market shares.

Similar observations have also been
made in Argentina. Compared with companies
that were not taken over, acquired companies
experienced stronger growth rates of sales,
productivity, employment and exports (box



������� 139
�

Chapter V        Performance, Motivations and Outlook

VI.14). Moreover, acquired firms reported
greater organizational and technological
improvements. These results apply to both
domestic and cross-border M&As vis-à-vis non-
acquired companies. However, sales,
employment and exports developed more
favourably in the case of foreign takeovers,
while the technological and organizational
improvements were particularly noteworthy
following domestic M&As.

Based on the above discussion, a few
important points can be made:

• Studies in the finance and industrial
organization literature lend support to the
common perception that a large number
of M&As “fail” in the sense that firms
engaging in M&As do not produce better
results, in terms of share prices and
profitability, than those that do not enter
into M&As.  The picture is more positive,
however, with regard to the performance
of the target companies specifically. This
suggests that improved performance at the
level of the acquiree, if any, is often
compensated by negative effects of the
merger at the level of the newly formed
firm as a whole. Moreover, some evidence
indicates that cross-border M&As may
outperform domestic ones, although

several recent management surveys have
found a high “failure” rate also among
cross-border deals.

• The extent of “failure” crucially depends
on the success criteria. As one study
(Hopkins, 1999, p. 220) recently concluded:

“There seems to be clear evidence that
mergers and acquisitions often fail. But
this depends on how one defines
failure. If failure is used in an extreme
sense, such as the sale or liquidation
of the business, then the rate of failure
is relatively low. If failure is the lack
of attainment of management’s
financial objectives, then the rate of
failure is high.”

• It is difficult to say to what extent the
observed rates of “failure” are abnormal
in any sense. As all investments have an
element of risk associated with them, it is
to be     expected that a certain proportion of
M&As will not live up to the expectations
of those who have undertaken them, just
as many new ventures, product
development projects and greenfield
investments do (box V.1). Whether the
observed ratios of success are high or low
given the associated risk is impossible to

In May 1997, Siemens AG (Germany)
opened a new computer chip plant in Tyneside,
near Newcastle in the United Kingdom. The
new project was to create 1,100 jobs at the
factory, at a cost of about $1.9 billion once
completed.a  The investment was welcomed by
the local community, which had suffered
economically from the steady decline in the
region’s traditional industries of coal, steel and
shipbuilding. Hopes, however, were dampened
soon, as the world price of the type of
semiconductors to be     produced in this plant
declined from around $60 in 1995, when the
plant construction was first announced, to $1.50
in 1998.b  In early July 1998, Siemens’ chief
executive warned that the group’s
semiconductor business worldwide stood to
lose around DM 1 billion, unless ways could

Box V.1.  The Box V.1.  The Box V.1.  The Box V.1.  The Box V.1.  The “failurefailurefailurefailurefailure” of  a greenfield FDI:  the closure of Siemens’ of  a greenfield FDI:  the closure of Siemens’ of  a greenfield FDI:  the closure of Siemens’ of  a greenfield FDI:  the closure of Siemens’ of  a greenfield FDI:  the closure of Siemens’
computer chip plant in Tyneside, United Kingdomcomputer chip plant in Tyneside, United Kingdomcomputer chip plant in Tyneside, United Kingdomcomputer chip plant in Tyneside, United Kingdomcomputer chip plant in Tyneside, United Kingdom

Source: UNCTAD.

a Matthew Rose, “For a short time, U.K. town’s motto was ‘Fish into chips’: promise of a Siemens plant
revived North Tyneside but then cost it dearly”, Wall Street Journal, 20 October 1998.

b Mark Milner and Peter Hetherington, “Jobs blow to high-tech hopes: 1,100 to go as factory closure rocks
recovery plans in North-east”, The Guardian, 1 August 1998.

be found to cut  excess capacity. Then, later that
month, the head of Siemens’ semiconductor
business announced that the Tyneside plant —
the construction of which had started less than
fifteen months ago and which had been tested
— would not be opened for volume production.

This is an example of a decision to make
a greenfield investment which, subsequently,
is overtaken by industry developments.  In this
case, it was the slump of prices combined with
rapidly changing technology which required
new production facilities. In the semiconductor
industry, a new generation of chips is put in
production roughly every three years; a
production facility that is not fully operational
two years into a new generation is often too
expensive to be reconfigured.
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determine. To merge two separate
companies, with different cultures and that
previously may have been fierce rivals, into
one single business entity is indeed a
difficult task. Any merger or acquisition
is a complex procedure from pre-deal
planning to post-deal integration. The
challenge is to create additional value
through the transaction, a value that
exceeds the premium paid plus the costs
for making the deal work. The result
depends to a great extent on the successful
integration of the two work forces; taking
over a major firm is like hiring a large
number of new employees at once. This
aspect is particularly important for
acquisitions in which the skills and
capabilities of the target firms are the main
source of anticipated gains.

• Other criteria have to be taken into account
to assess the extent to which M&As can
be regarded as having succeeded or not.
In that respect, the right counterfactuals
must be considered. What would have
happened if a firm had not undertaken a
particular merger or acquisition? Even if
a merger or an acquisition fails to deliver
the expected financial returns in the short-
term, the deal may still be motivated by
specific strategic reasons, e.g. if the act
prevents a competitor from securing a
critical asset.

In view of the above, an examination
of the broad set of motivating factors is required
to explain what appears to be a paradox, i.e.
the growth of M&As in spite of their
performance results in terms of share prices
and profitability. To explore this issue further,
the following sections look more closely at the
motivations underlying M&As.

B.  Why do firms engage inB.  Why do firms engage inB.  Why do firms engage inB.  Why do firms engage inB.  Why do firms engage in
cross-border M&As?cross-border M&As?cross-border M&As?cross-border M&As?cross-border M&As?

Why are firms increasingly engaging
in cross-border M&As when undertaking FDI?
Although cross-border M&As represent one
mode of FDI entry into foreign locations, the
received literature on international production
can only partly explain this phenomenon.
Indeed, the “OLI paradigm” — the most
prominent explanation of FDI     —     does not
distinguish between different modes of entry

and was formulated primarily in reference
to greenfield FDI (box V.2).  Thus, it is useful
to consider first the basic reasons for M&As
in general, and for cross-border M&As in
particular.  As the acquisition behaviour of
firms is closely affected by shifts in the business
environment, the second part of this section
addresses some of the major changes that have
taken place in recent years with important
implications for the cross-border M&A activity.

1.  Motivations for conducting1.  Motivations for conducting1.  Motivations for conducting1.  Motivations for conducting1.  Motivations for conducting
M & A sM & A sM & A sM & A sM & A s

To explain why firms may prefer to
grow via M&As rather than through organic
growth, two factors stand out as being
particularly important: speed and access to
proprietary assets.12

Speed is crucial. M&As often represent
the fastest means of reaching the desired goals
when expanding domestically or inter-
nationally.   For example, when time to market
is vital, the takeover of an existing firm in a
new market with an established distribution
system is far more preferable to developing a
new local distribution and marketing
organization.  For a latecomer to a market or
a new field of technology, M&As can provide
a way to catch up rapidly.  Enhanced
competition and shorter product life cycles
accentuate the necessity for firms to respond
quickly to opportunities in the economic
environment, preferably before competitors
move.  The pressure of time and the feeling of
urgency are     highlighted in     the observations
often made in the information technology (IT)
industry today that, in the new economy in
which we live, a year has only 50 days, or in
the business slogan that “Speed is our friend
— time is our enemy”.   While erstwhile
planning may have taken place in five-year
intervals, the watchword today is “plaction”
— plan and act at once.

The second main motivation for firms
to merge with or acquire an existing company,
rather than to grow organically, is the quest for
strategic assets, such as R&D or technical know-
how, patents, brand names, the possession of
local permits and licences, and supplier or
distribution networks. Ready made access to
proprietary assets can be important because,
by definition, they are not available elsewhere
in the market and they take time to develop.13
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The OLI paradigm (Dunning, 1993)
addresses three questions related to FDI:

Which firms undertake FDI?  Firms
investing abroad must possess specific
proprietary or ownership (“O”) advantages to
overcome the extra costs of operating in a
different, less familiar environment.  These
advantages are generally costly to create, but can
be transferred to new locations at relatively low
cost.  The analysis of “O” advantages draws on
industrial organization, resource based,
evolutionary and management theories, with
advantages residing mainly in firm-specific
technology, brand names, privileged access to
factor or product markets or superior
technological or management skills.  Initial “O”
advantages allow firms to grow and invest
abroad, but size and international spread can,
in turn, feed back and provide new advantages
(accessing capital markets and information,
spreading risks and so on). In some cases, firms
may go overseas to supplement or enhance their
existing “O” assets (“asset-seeking” FDI) seeking
synergies between their own strengths and those
of foreign firms or institutions.

Where do firms choose to exploit their
advantages, in the home country (by exports)
or abroad, and in which foreign locations? They
select sites with location (“L”) advantages that
best match the deployment of their “O” assets.
The analysis of “L” advantages draws on trade
and location theory, the main factors
determining comparative costs being factor and
transport costs, market size and characteristics,
and government policies (e.g. stability,
predictability, tariffs, taxes and FDI regulations).
Asset-seeking FDI is drawn to locations with
strong technological, educational or information
creation activities.

Why do firms choose to internalize their
advantages by direct investment in preference
to selling them to other firms? The analysis of
internalization (“I”) draws on transaction-cost
theories of the firm, and centres on the feasibility
of and returns to contracting the sale of
intangible advantages to other firms. The most
valuable and new advantages tend to be
internalized, since these are the most difficult
to price and contract over time. The more mature
ones are easier to price, less subject to
uncertainty and less valuable to the owner: these
are licensed more readily. Internalization can
also explain vertical FDI, where a particular

Box V.2.  The OLI paradigm and cross-border M&AsBox V.2.  The OLI paradigm and cross-border M&AsBox V.2.  The OLI paradigm and cross-border M&AsBox V.2.  The OLI paradigm and cross-border M&AsBox V.2.  The OLI paradigm and cross-border M&As

process or function is located abroad by TNCs
to serve its production system (rather than
subcontracted to independent suppliers).
Transaction-cost analysis can also help explain
why it is difficult or costly to contract
independent firms for such arrangements,
particularly in technology-intensive or strategic
activities.

While the paradigm does not explicitly
distinguish between different modes of FDI
entry, the origins of the paradigm were more
in greenfield investments than M&As. On the
“ownership” side, the original thesis on which
it draws explained the growth of United States
companies in terms of an industrial
organization analysis of  barriers to entry in
setting up new facilities (Hymer, 1960). The
extension made to multi-plant operations again
was conceived in terms of firms setting up new
plants (Caves, 1971). The “internalization”
analysis was based upon work explaining how
firm boundaries were drawn in terms of the
costs of hierarchical control (internalization)
versus market control (externalization) of their
assets (Coase, 1937; Williamson, 1971). The
implicit setting was the expansion of firms by
the building of new facilities rather than the
joint internalization of assets by different firms
involved in M&As. With regard to international
investment in developing host countries, the
analysis was entirely conducted in terms of
greenfield FDI. Until recently, cross-border
M&As in these countries were rare.

It is therefore useful to consider OLI
factors specifically for M&As, and to
distinguish mergers from acquisitions (box
table V.2.1). Mergers are taken to involve firms
of roughly similar size and capacity that jointly
internalize their “ownership” advantages to
gain economies of synergy, size and scope.
Acquisitions are taken to involve larger, more
powerful or better capitalized firms taking over
smaller or weaker ones, and using this to gain
speedy access to the latter’s “ownership” and
“locational” assets. The OLI factors can be
considered separately for the three main types
of M&As  (horizontal, vertical and
conglomerate), bearing in mind that horizontal
transactions account for nearly two-thirds of
cross-border M&A activity (figure IV.2).

Cross-border M&As and their
characteristics call for an adaptation of the
conventional analysis. The fact that M&As

/...
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allow investors much faster access to, or offer
new, ownership advantages accounts partly
for their growing use in the current
international competitive environment. The
internalization factors are also different in that
there is joint internalization, particularly in
M&As between similar firms.  In addition, the
traditional     OLI paradigm does not take into
account non-economic explanations, such as
personal motivations of managers or corporate
responses under strategic interdependence.a

Box V.2.  The OLI paradigm and cross-border M&As (concluded)Box V.2.  The OLI paradigm and cross-border M&As (concluded)Box V.2.  The OLI paradigm and cross-border M&As (concluded)Box V.2.  The OLI paradigm and cross-border M&As (concluded)Box V.2.  The OLI paradigm and cross-border M&As (concluded)

O:  Both firms   have O
advantages complementing
each other in scale, synergy,
finance or market power.
L:  Standard location factors
are not relevant where two
TNCs merge their global
production systems.
I:  Both firms seek to gain
economies of scale by
internalizing joint advan-
tages. Joint internalization
differs from  “interna-
lization” in usual OLI terms,
but determinants (tran-
saction costs in some sense)
are similar. Mergers provide
a much faster way of
exploiting each other’s
advantages.

           Source:     UNCTAD.

The traditional OLI analysis of locational
factors is thus not particularly relevant in
explaining mega mergers between TNCs,
pooling not only their ownership-specific
advantages, but also the global locational
advantages of their worldwide production
networks. The framework can still be applied
to acquisitions by more advanced firms of less
advanced ones — and so to FDI flows from
developed to developing countries or
economies in transition.

Box table V.2.1.  The OLI paradigm and cross-border M&AsBox table V.2.1.  The OLI paradigm and cross-border M&AsBox table V.2.1.  The OLI paradigm and cross-border M&AsBox table V.2.1.  The OLI paradigm and cross-border M&AsBox table V.2.1.  The OLI paradigm and cross-border M&As

  Type Horizontal Vertical Conglomerate

 Mergers

  Acquisitions

O: Both firms have O
advantages that comple-
ment each other in
different processes of the
production chain.
L: As with greenfield FDI,
but also see horizontal
mergers.
I: Merging firms both seek
to gain security,
information, finance or
market power, and to
reduce transaction costs.

O: Both firms have O
advantages in unrelated
activities that may have
economies of scope, but not
technological complemen-
tarity. A merger is thus not
based on O advantages in
the usual sense; it may just
involve access to finance.
L: Mainly market size/
growth or prospects of
capital appreciation, not
location advantages in the
OLI sense.
I:  Merging firms seek a
larger capital base or
economies of scope, but are
not internalizing their O
assets to save on transaction
costs.

O:  Acquiring firms tend to
have greater O advantages
than acquired firms, or seek
specific new O advantages
(technology, contacts, etc.).
L: As with greenfield FDI,
except that many L advan-
tages are “embodied” in the
acquired firm.
I:  As with greenfield FDI,
acquiring firms strengthen
their competitive positions
by internalization.

O: Acquiring firms have a
stronger financial or
managerial base that
allows them to acquire
vertically linked firms
abroad.
L: As with horizontal
acquisitions.
I: As with greenfield FDI,
acquiring firms strengthen
their competitive positions
by internalization.

O: Acquiring firms have
greater financial and/or
managerial resources, but
no O advantages in the
usual sense.
L: Mainly market size and
growth and prospects of
capital appreciation, not
location advantages.
I: Acquiring firms seek
diversification or econo-
mies of scope, but are not
internalizing in an OLI
sense.

Source:  UNCTAD.

a    In recent work, the need for adapting the OLI framework to meet new situations has been acknowledged;
see Dunning (1998 and 2000).
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Such assets may be crucial to advance a firm’s
static advantages, i.e. its income-generating
resources and capabilities at a given moment
in time, or to strengthen its dynamic advantages,
i.e. its ability to sustain and increase the income-
generating assets over time (Dunning, 2000).
To take just one example of where the need
for speed — the alternative between “build”
or “buy” — and the search for proprietary assets
came together: the main reason for the Indian
company Tata Tea to acquire Tetley Ltd. in the
United Kingdom was to obtain access to a
global brand name and a global distribution
network; reaching the same objective through
organic growth would have been more or less
impossible. To quote Tata Tea’s Vice-Chairman
who engineered the acquisition:

“For us to develop a global market in the
time frame we had in mind, the acquisition
of Tetley, with its brand name and
distribution system, was the only option.”14

These two main advantages of M&As
interact with a number of other driving forces,
which     play out differently in different
industries and markets, and which often
simultaneously affect the decision to undertake
M&As.  Many of the driving forces listed below
can also motivate FDI in general, but, when
speed enters the picture, they tend to favour
M&As, as the objectives sought for can be
realized more quickly:

• The search for new markets, increased
market power and market dominance;

• Efficiency gains     through synergies;
• Greater size;
• Diversification (spreading of risks);
• Financial motivations; and
• Personal (behavioural) motivations.

The search for new markets and market
power is a constant concern for firms. Where
domestic markets are saturated, in particular,
foreign ones beckon. High transaction costs
associated with arm’s-length transactions
involving intangible assets may explain why
firms possessing ownership specific capabilities
often prefer to exert direct control (instead of
exporting or licensing) when exploiting them
in new geographical locations or industry
segments. Through M&As, firms can quickly
access new market opportunities and develop
critical mass without adding additional
capacity to an industry. By taking over an
existing company, immediate access to a local

network of suppliers, clients and skills can
be obtained. This motivation is of particular
importance for cross-border M&As as the need
for knowledge about local conditions increases
when leaving the home market. Beyond this,
and especially in markets characterized by
oligopoly, M&As can also be motivated by the
pursuit for market power and market dominance.
Especially in the case of horizontal M&As, the
motivation can well be the search for
oligopolistic positions; in addition,
consolidated market control may provide
opportunities for anti-competitive practices and
increased barriers to entry.

Anticipated efficiency gains through
synergies are probably the most cited
justification for M&As.  Synergies can be static
(cost reduction or revenue enhancement at a
given point in time) or dynamic (e.g.
innovation-enhancing) in character. Examples
of the former kind of synergies include the
pooling of management resources (one head
office instead of two), revenue enhancement
by using each others’ marketing and
distribution networks, purchasing synergies
(greater bargaining power), economies of scale
in production leading to cost reductions, and
the avoidance of duplication of production,
R&D or other activities. Dynamic synergies
may involve the matching of complementary
resources and skills to enhance a firm’s
innovatory capabilities with long-term positive
effects on sales, market shares and profits. The
search for static synergies may be particularly
important in industries characterized by
increased competitive pressure, falling prices
and excess capacity, such as in the automotive
and defence industries. Meanwhile, dynamic
synergies may be crucial in industries
experiencing fast technological change and that
are innovation-driven, such as in information
technology and pharmaceuticals. The
efficiency-through-synergy motive is present
for both domestic and cross-border M&As.
However, the scope for rationalization and
improving company performance by achieving
an international specialization of the value
chain can be particularly high in the case of
cross-border investments that     allow firms to
locate different activities in places with
appropriate mixes of locational advantages.

In a globalizing economy, greater size
can be a crucial parameter, particularly in
operations requiring economies of scale, large
expenditures for R&D and the expansion of
distribution networks for example.15  Size in
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itself can also make it more difficult to be
taken over and, therefore, can have a
protective function.  Large size can
furthermore create financial, managerial and
operational synergies that reduce the
operational vulnerability of firms. Sheer size
normally means lower-cost access to investible
funds as there are economies of scale in capital
raising.16 Information asymmetries between
corporate insiders and investors can make
internal financing more favourable.17 A
company can use its internal capital market
by letting cash rich divisions with few
profitable projects finance capital expenditures
in cash poor divisions with better growth
opportunities. Another advantage of size is
that larger firms with multiple operations
across geographical locations and segments
can have an advantage in the collection and
adoption of new information and innovation.
The size motive can apply to both domestic
and cross-border M&As.18

A fourth driver behind M&As is the
desire for risk reduction (operational risks,
foreign exchange risks, etc.) through product
or geographical market diversification. Firms
may make cross-border M&As on the basis that
industry returns across countries may be less
correlated than within an economy
(Vasconcellos and Kish, 1998). By acquiring
foreign companies, a firm may be able to
circumvent tariff and non-tariff barriers and
thereby lower the level of uncertainty. As
intensified global competition and rapid
technology development have led firms to
focus on their core activities, however, the
product  diversification motive has become less
important (Morck and Yeung, 1999), although
geographical diversification plays a role.

There can be important financial motives
behind M&As. Stock prices do not always
reflect the true value of a firm. A potential
acquirer can, for example, value a company’s
anticipated earnings stream higher than current
shareholders do. Bad management of a firm,
imperfections in the capital market and major
exchange rate realignments     may provide short-
term capital gains to be made by acquiring an
undervalued firm,     or affect the timing of
planned M&As. Such motivations are
particularly important in the case of portfolio-
type M&As and in economies with poorly
developed capital markets or in financial crisis.
In addition, some M&As are undertaken partly
for tax considerations, e.g. to exploit unused
tax shields.

The personal gains     (or behavioural)
explanation argues that corporate managers
pursue their own self-interest, especially where
corporate governance is weak (a manifestation
of what economists have denoted the
“principal-agent problem”).19 They may seek
expansion or “empire building” to enhance
executives’ power, prestige, job-security or
remuneration, even when this is not technically
efficient or in the interest of shareholders
(Baumol, 1967). They can also be under the
pressure of financial markets — especially
where double-digit growth rates are considered
the norm — to show high growth and profit
rates; M&As can provide the easiest route in
this respect, compared to organic greenfield
investment growth.  Individual     managers may
also overestimate their ability to manage
acquisitions and think that they are especially
well equipped to make a merger-deal work.

The factors discussed so far     basically
apply to both domestic and cross-border M&As.
In the case of the latter, a number of empirical
studies have specifically analyzed the
determinants of the choice between takeover
M&As and greenfield investments as a mode
of entry into foreign locations. In addition to
the basic motivations identified above, many
of these studies have also taken firm-specific,
host country-specific as well as industry-
specific aspects into account (box V.3).

While all factors mentioned here are
important to consider when explaining why
firms undertake cross-border M&As, it is
seldom only one factor that is decisive. In fact,
in a cross-national comparison testing several
of the motives for M&As discussed above, no
hypothesis examined received consistent
confirmation, suggesting that there are multiple
reasons simultaneously at work (Mueller,
1980a).  To put it differently (Scherer and Ross,
1990, p. 159):

“Mergers occur for a myriad of reasons, and
in any given case, several different motives
may simultaneously influence the merging
parties’ behavior”.

2. Changes in the economic2. Changes in the economic2. Changes in the economic2. Changes in the economic2. Changes in the economic
environmentenvironmentenvironmentenvironmentenvironment

So far the principal basic motivations
for undertaking cross-border M&As have been
examined. But the acquisition behaviour of
firms is also greatly affected by changes in the
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economic and regulatory environment and,
when it comes to cross-border M&As, by the
international economic and regulatory
environment.  This section considers some of
the major changes — as regards technology,
the regulatory framework and capital markets
— that have taken place in the past decade and
that have facilitated cross-border M&As and,
indeed, encouraged firms to pursue them.

a.a.a.a.a. TechnologyTechnologyTechnologyTechnologyTechnology

The rapid pace of technological change
has intensified competitive pressures on the
world’s technology leaders.  Consequently, the
costs and risks of innovation have risen in most
industries, as has the need to incorporate
continuously new technologies and manage-

ment practices. Firms thus need more efforts
to maintain innovative leads, to find new areas
of technological leadership, and to keep up with
new knowledge and shorter product-life cycles.
In an environment characterized by rapid
technological change and rising expenditures
for risky R&D projects, many firms feel
compelled to enter into cross-border M&As as
a way of sharing the costs of innovation and
accessing new technological assets to enhance
their innovatory capabilities.  M&As allow
firms to do this quickly.  Such asset-seeking
FDI by TNCs from developed (and increasingly
from developing) countries is a rising form of
FDI.  It is likely to become  more common as
intangible, knowledge-based assets and access
to a pool of skilled people and work teams
become more important in the world
economy.20

The literature (see e.g. Harzing, 1999) has
identified a number of firm-specific, host-
country-specific and industry-specific-factors
that affect the mode of entry of firms into
foreign markets:

• Firms with lower R&D intensity are more
likely to buy technological capabilities
abroad by acquisition, while those with
strong technological advantages tend to
prefer greenfield ventures to a greater extent.

• More diversified investing firms are likely to
enter new markets through acquisitions.

• Larger TNCs are traditionally more prone to
acquire than smaller ones, although the latter
have shown an increased tendency to acquire
in recent years.

• There is weak support that high advertising
intensity leads to more acquisitions. This
propensity is strengthened where local firms
can provide access to distribution systems
and extensive knowledge of the local market.

• The greater the cultural and economic
distance between home and host countries,
the lower     the probability of an acquisition.
Most M&As concentrate in developed home
and host countries with similar cultural and
business practices.

• Acquisitions are encouraged by
imperfections of capital markets that lead to
the undervaluation of company assets
(Gonzalez et al., 1998).  By similar reasoning,
they are also encouraged by economic crises
that lead to sharp falls in asset prices
generally.

Box V.3.  Determinants of the mode of FDI entryBox V.3.  Determinants of the mode of FDI entryBox V.3.  Determinants of the mode of FDI entryBox V.3.  Determinants of the mode of FDI entryBox V.3.  Determinants of the mode of FDI entry

• TNCs that already have an affiliate in a host
country are more likely to prefer takeovers
as a way of expansion in the same country,
to avoid adding local production capacity
and competition. This finding helps to
explain why the continuous increase in
transnational activity would lead to a
stronger preference for M&As (Andersson
and Svensson, 1994).

• In developing countries, the advantage of
M&As is rarely access to proprietary
technology or skills (with the exception of
some newly industrializing economies). The
advantage lies more in rapid market entry,
local market knowledge, established
distribution systems and contacts with the
government, suppliers or customers.

• For firms to choose M&As instead of entry
through greenfield investment, there has to
be a supply of suitable target companies to
acquire. This may not always be the case,
most notably in a number of developing
countries.

• Slow growth in an industry favours M&As.
A number of the cross-border deals in the late
1990s have been undertaken in industries
characterized by over-capacity, falling prices
and slow growth. Under such conditions,
firms may be reluctant to add new capacity
as that could further deteriorate the situation.
This applies, e.g. to raw material-based
industries, such as paper and pulp, steel,
metal mining, petroleum as well as to
military equipment and the automotive
industries (Kang and Johansson, 2000;
UNCTAD, 1999a).

Source:  UNCTAD.
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But technological developments also
have other implications. Some of the most
important changes relate to the     new
information and communication technologies.
They  enable a better management of operations
distributed worldwide, and provide new ways
of organizing contacts within and between
firms as well as with consumers.  The use of
electronic     commerce, for example, makes it
possible to restructure the supply chain and
reduces the costs of reaching large consumer
markets. By lowering transport, information-
access and communication costs, technical
progress has dramatically shrunk economic
space. One result is more intense competition,
as foreign competitors may be able to deliver
goods and services more cheaply, technologies
are diffused more rapidly and information is
more broadly available. Another, however, is
that TNCs can compete more effectively. They
can communicate better across their
international production systems, transfer
goods and personnel across borders more
cheaply and break up production and
management processes to locate sub-processes
in different countries to minimize cost. Even
between different headquarters operations —
finance, strategy, R&D, design, marketing —
locational links are being loosened, as some
TNCs  place some of these operations in
dispersed sites.21

Technological change thus has an
impact on the size of firms, reduces costs and
facilitates better management of far-flung
transnational operations. It allows new
management systems to be applied more
effectively across the globe, and makes globally
integrated production systems more feasible
and cost-effective. Cross-border M&As play a
critical role in allowing TNCs to set up and
expand these systems to develop a portfolio
of locational assets. As a result, too, TNCs gain
more experience in “digesting” acquired
enterprises into existing corporate systems
which, in turn, makes the M&A route more
enticing than before.

b.b.b.b.b. Changes in the policy andChanges in the policy andChanges in the policy andChanges in the policy andChanges in the policy and
regulatory environmentregulatory environmentregulatory environmentregulatory environmentregulatory environment

If the crucial role of technology makes
asset-seeking FDI more important and
technological changes have facilitated the
operation of international production systems,
changes in the policy and regulatory
environment during the past decade have

provided more space for these systems to
expand, including through M&As.  Key here
are the liberalization of FDI and trade regimes,
regional economic integration, privatization
and the deregulation of various industries.

(i)(i)(i)(i)(i) Policies on FDI and cross-Policies on FDI and cross-Policies on FDI and cross-Policies on FDI and cross-Policies on FDI and cross-
border M&Asborder M&Asborder M&Asborder M&Asborder M&As

The liberalization of FDI regimes has
continued apace, typically on a unilateral basis.
Most countries are now trying to attract direct
investment, not just by removing restrictions,
but also through active promotion and by
providing high standards of treatment, legal
protection and guarantees.  Of the 1,035 FDI
regulatory changes between 1991     and 1999 in
over 100 countries in all regions, 974 went in
the direction of facilitating FDI inflows (chapter
I). Examples of such changes relevant to M&As
include the removal of compulsory joint
venture requirements, restrictions on majority
ownership and authorization requirements.
The international regulatory framework has
also been strengthened, especially through the
conclusion of bilateral investment protection
and double taxation treaties (chapter I).
Multilateral agreements support these trends.
For instance, WTO agreements limit the use
of certain investment-related measures that
affect trade, like local content requirements on
TNCs, and certain types of export requirements.
World Bank and IMF programmes encourage
countries to adopt more open, transparent and
welcoming regimes towards foreign investors.

As FDI regimes typically apply to both
greenfield investment and cross-border M&As,
the latter have also been facilitated by FDI
policy liberalization in developed and
developing countries. A survey of the literature
dealing with more than 100 national FDI
regulatory frameworks reveals that most laws
dealing with FDI do not explicitly make a
distinction between greenfield investment and
M&As.22  Thus, when industries are removed
from closed lists, both forms of FDI are typically
permitted; and     when restrictions on foreign
ownership are removed, majority acquisitions
of domestic firms are also allowed. Within this
overall trend, however, a number of host
countries have various policy instruments to
deal with cross-border M&As, including special
authorization requirements for cross-border
M&As under their FDI laws, as e.g. in Malaysia
(box V.4), Canada (box V.5) and, until recently,
New Zealand and Sweden. Some countries also
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have instruments to screen cross-border M&As
for particular purposes, e.g. national security
considerations (box V.6). Moreover,
governments may reserve the right to approve
some proposed investment projects and reject
or modify others to preserve important public
interests.  Furthermore, when governments
screen FDI projects, it may well be that more
greenfield proposals have been approved than

M&As; but as the relevant bodies do not
normally publish their results and reasoning,
no precise conclusions are possible. Finally,
governments have sometimes kept “golden
shares” in privatized companies in order to be
able to preserve essential strategic interests;
golden shares have been used to veto
undesirable further changes in ownership and
control of the privatized company.

The Foreign Investment Committee (FIC)
Guidelines of 1974 were formulated to establish
a set of rules regarding the acquisition of assets
or any interest, mergers or takeovers of
companies and businesses. Through these
Guidelines, the Government endeavours to
reduce the imbalances in the distribution of the
corporate wealth and to encourage those forms
of private investment that would contribute to
the development of the country in consonance
with its economic objectives. The Guidelines
provide that the proposed acquisition of assets
or any interest, mergers or takeovers:

(a) Should result directly or indirectly in a
more balanced Malaysian participation in
ownership and control;

(b) Should lead directly or indirectly to net
economic benefits in relation to such
matters as the extent of Malaysian
participation, particularly Bumiputera
participation, ownership and management,
income distribution, growth, employment,
exports, quality, range of products and
services, economic diversification,
processing and upgrading of local raw
material, training, efficiency, and research
and development; and

(c) Should not have adverse consequences in
terms of national policies in such matters
as defence, environmental protection or
regional development.

They also provide that the onus of proving
that the proposed acquisition of assets or any
interest, mergers or takeovers of companies and
businesses is not against the objectives of the
New Economic Policy is on the acquiring
parties concerned.

The Guidelines apply to the following:

Box V.4.  Malaysia’s guidelines for the regulation of acquisition of assets,Box V.4.  Malaysia’s guidelines for the regulation of acquisition of assets,Box V.4.  Malaysia’s guidelines for the regulation of acquisition of assets,Box V.4.  Malaysia’s guidelines for the regulation of acquisition of assets,Box V.4.  Malaysia’s guidelines for the regulation of acquisition of assets,
mergers and takeoversmergers and takeoversmergers and takeoversmergers and takeoversmergers and takeovers

(a) Any proposed acquisition by foreign
interests of any substantial fixed assets in
Malaysia;

(b) Any proposed acquisition of assets or any
interest, mergers and takeovers of
companies and businesses in Malaysia by
any means, which will result in ownership
or control passing to foreign interest;

(c) Any proposed acquisition of 15 per cent
or more of the voting power by any one
foreign interest or associated group or by
foreign interests in the aggregate of 30 per
cent or more of the voting power of a
Malaysian company or business;

(d) Control of Malaysian companies or
businesses through any form of joint-
venture agreement, management
agreement and technical assistance
agreement or other agreement;

(e) Any merger and takeover of any company
or business in Malaysia whether by
Malaysians or foreign interests; and

(f) Any other proposed acquisition of assets
or interests exceeding in value of RM5
million whether by Malaysians or foreign
interests.

The Guidelines, however, do not apply to
specific projects approved by the Government
comprising the following:

(a) Acquisition by Ministries and Government
Departments;

(b) Acquisition by Minister of Finance
Incorporated, Menteri Besar Incorporated
and State Secretary Incorporated; and

(c) Privatization projects approved by the
Federal or State Government.

Source: Malaysia, Ministry of Finance, 2000.
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But     the practice of countries in this
respect has also changed over time.  An
example is the Republic of Korea which, until
1998, did not experience foreign purchases
of majority interests in local firms, but which,
in the face of the Asian financial crisis, opened
all industries to M&As, except for a few
sensitive ones     (box V.7). Thailand represents
another country that, in response to the
financial crisis, liberalized its regulatory
environment for cross-border M&As and even
promoted them.23  The ASEAN Investment
Area, also in response to the financial crisis,
extended  in December 1998, and for a
specified period of time, various incentives
to cross-border M&As (ASEAN, 1998).

While FDI policies are being liberalized,
cross-border M&As are increasingly reviewed
as part of competition policy. By June 2000,

some 90 countries have adopted competition
laws or were in the process of doing so (table
V.1).  Merger review systems have been widely
used for this purpose in a number of developed
countries for many years (UNCTAD, 1997a).
During the past fifteen years or so, such systems
have also been adopted or strengthened in
developing countries and economies in
transition.24 Thus, rather than the blanket
restrictions on foreign takeovers imposed in
past years under FDI laws, M&A reviews under
competition laws proceed on a case-by-case
basis, with competition concerns constituting
the key benchmark. By and large, competition-
based M&A reviews do not tend to discriminate
between cross-border and domestic M&As.
Thus, a switch from investment to competition
control virtually always represents a step
towards liberalization.

Box V. 5. Canada’s regulatory regime on cross-border M&AsBox V. 5. Canada’s regulatory regime on cross-border M&AsBox V. 5. Canada’s regulatory regime on cross-border M&AsBox V. 5. Canada’s regulatory regime on cross-border M&AsBox V. 5. Canada’s regulatory regime on cross-border M&As

Canada has traditionally relied heavily on
FDI to further its economic development. In the
1950s, it began to measure the level of foreign
control in certain industries and to analyze the
costs and benefits of foreign investment,
primarily foreign takeovers. As a result, Canada
introduced certain laws and policies to regulate
foreign investment. During the 1980s, however,
most of these regulations were removed except
for a few, including the 1986 Investment Canada
Act.

Under the Investment Canada Act, all
foreign takeovers of Canadian companies are
subject to notification to the Government;
however, only significant ones are formally
reviewed. Foreign takeover proposals are
assessed on the basis of their “net benefit” to
Canada. The factors of net benefit on which the
assessment is based include:

(a)  The effect of the investment on the level and
nature of economic activity in Canada,
including the effect on employment, on
resource processing, on the utilization of
parts, components and services produced
in Canada and on exports from Canada;

(b) The degree and significance of participation
in the Canadian business or new Canadian
business and in any industry or industries
in Canada of which the Canadian business
or new Canadian business forms or would
form a part;

Source: UNCTAD based on Chudy, et al, 2000.

(c) The effect of the investment on
productivity, industrial efficiency,
technological development, product
innovation and product variety in Canada;

(d) The effect of the investment on competition
within an industry or industries in Canada;

(e) The compatibility of the investment with
national industrial, economic and cultural
policies, taking into consideration
industrial, economic and cultural policy
objectives enunciated by the Government
or legislature of any province likely to be
significantly affected by the investment;
and

(f) The contribution of the investment to
Canada’s ability to compete in world
markets.

Most proposals for foreign takeovers of
Canadian firms are reviewed and approved
quickly (i.e. within 45 days), although large and
complex ones sometimes need longer time for
review. In 1999, there were 700 foreign
takeovers of Canadian businesses, and between
5 and 10 per cent were reviewed.  As a rule,
reviewability is based on the asset value of the
Canadian business to be acquired, which was
184 million Canadian dollars in 1999 and has
been set at 192 million Canadian dollars for
2000.  Canada’s laws on foreign takeovers are
applicable to investors from all countries.
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(ii)  Other changes in the(ii)  Other changes in the(ii)  Other changes in the(ii)  Other changes in the(ii)  Other changes in the
regulatory environmentregulatory environmentregulatory environmentregulatory environmentregulatory environment

Trade liberalization gathered pace in the
1990s with the conclusion of the Uruguay
Round. The cumulative effect has been a radical
change in the signals and competitive setting
for international investors.  Firms now face

more intense competition at home as well as
abroad.

The formation of regional free trade areas
has facilitated both greenfield investment     and
cross-border M&As in several ways. Regional
trade agreements enlarge the size of the
immediately accessible market for firms, and

Section 5021 of the United States Omnibus
Trade and Competitiveness Act of 1988
amended Section 721 of the Defense Production
Act of 1950 and provides authority to the
President of the United States to suspend or
prohibit any foreign acquisition, merger or
takeover of a United States corporation that is
determined to threaten the national security of
the United States. The Government can exercise
this authority under section 721, also known as
the “Exon-Florio provision”, to block a foreign
acquisition of a United States corporation only
if the President finds that:

• There is credible evidence that the foreign
entity exercizing control might take action
that threatens national security; and

• The provisions of law, other than the
International Emergency Economic Powers
Act, do not provide adequate and appropriate
authority to protect national security.

The Exon-Florio provision is implemented
by the Committee on Foreign Investment in the
United States (CFIUS), an inter-agency
committee chaired by the Secretary of the
Treasury. To assist in making a determination,
the Exon-Florio provision provides for     written
notice of an acquisition, merger or takeover of
a United States corporation by a foreign entity.
After reviewing the notified transaction, in
some cases it may be necessary to undertake an
investigation. This must begin no later than 30
days after notification. Any investigation is
required to end within 45 days. Information
provided by companies is held confidential and
cannot be made public except in the case of an
administrative or judicial action.

The Exon-Florio provision lists the
following factors that the President or a
designee may consider in determining the
effects of a foreign acquisition on national
security:

Box V. 6.  Control of cross-border M&As in the United States: the Exon-Florio provisionBox V. 6.  Control of cross-border M&As in the United States: the Exon-Florio provisionBox V. 6.  Control of cross-border M&As in the United States: the Exon-Florio provisionBox V. 6.  Control of cross-border M&As in the United States: the Exon-Florio provisionBox V. 6.  Control of cross-border M&As in the United States: the Exon-Florio provision

• The domestic production needed for projected
national defense requirements;

• The capability and capacity of domestic
industries to meet national defense
requirements, including the availability of
human resources, products, technology,
materials, and other supplies and services;

• The control of domestic industries and
commercial activity by foreign citizens as it
affects the capability and capacity of the
United States to meet the requirements of
national security;

• The potential effects of the transaction on the
sales of military goods, equipment or
technology to a country that supports
terrorism or proliferates missile technology
or chemical and biological weapons; and

• The potential effects of the transaction on
United States technological leadership in
areas affecting United States national
security.

The Exon-Florio provision was amended
by Section 873(a) of the National Defense
Authorisation Act for 1993 which requires an
investigation in cases in which:

• The acquirer is controlled by, or acting on
behalf of, a foreign  government; and

• The acquisition “could result in control of a
person engaged in interstate commerce in the
U.S. that could affect the national security of
the U.S..”

According to the latest statistics published
by the General Accounting Office of the United
States (box table V.6.),     1,258 notifications of
foreign M&As were made to the CFIUS under
the Exon-Florio provision     between     1988 and
1999. Of these, 17 were investigated, seven were
withdrawn before the final determination was
made and the President blocked one.

/...
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In the wake of  the 1997 financial crisis,
the country’s policy towards FDI through
M&As changed as the Government sought to
overcome the crisis by increasing foreign
exchange liquidity. By May 1998, the restrictions
on the foreign acquisition of domestic shares
in the stock market, and restrictions on M&As
and land acquisition by foreigners, had been
abolished. Controls remain only in a few
industries sensitive to national security, public
health and environment protection. Restrictions
on foreign equity ownership were abandoned
in most industries, and even hostile takeovers
by foreign investors have become possible.

Box V.7.  The Republic of Korea’s shift in policy on cross-border M&AsBox V.7.  The Republic of Korea’s shift in policy on cross-border M&AsBox V.7.  The Republic of Korea’s shift in policy on cross-border M&AsBox V.7.  The Republic of Korea’s shift in policy on cross-border M&AsBox V.7.  The Republic of Korea’s shift in policy on cross-border M&As

Source: UNCTAD, based on  Yun, 2000; and information provided by the Republic of Korea, Ministry of
Commerce, Industry and Energy.

The new investment policy, however,  still
slightly favours greenfield over M&A
investment. For example, most of the newly
introduced measures (other than the abolitions
in share acquisitions),  such as the creation of a
foreign investment zone and tax incentives,
basically imply investments in greenfield form.
Thus, the tax regime favours greenfield FDI
rather than M&As by allowing reductions of
taxes on corporate income, acquisitions,
registration, property and land under various
laws. This benefits acquisition of assets, which
are considered to be greenfield investment (as
opposed to acquisition of shares, which are not)
under the laws of the Republic of Korea.

so attract foreign investors to serve them by
setting up new facilities. They can enhance
market transparency and, if they link national
currencies, lower the costs of cross-border
transactions. If they incorporate investment
agreements, they make M&As more feasible.
From a TNC perspective, the need to establish

a local presence is particularly strong if an
integrating area sets up high common external
tariffs; but even low external barriers to trade
can be a powerful magnet in rich or expansive
regional markets. The formation of the
European Community, for instance, provided
a major stimulus to inward FDI and promoted

  Source:    United States, Department of the Treasury, Office of International Investment, 2000

Box V. 6.  Control of cross-border M&As in the United States:Box V. 6.  Control of cross-border M&As in the United States:Box V. 6.  Control of cross-border M&As in the United States:Box V. 6.  Control of cross-border M&As in the United States:Box V. 6.  Control of cross-border M&As in the United States:
the Exon-Florio provision (concluded)the Exon-Florio provision (concluded)the Exon-Florio provision (concluded)the Exon-Florio provision (concluded)the Exon-Florio provision (concluded)

Box table V.6.1.  Disposition of CFIUS notifications,Box table V.6.1.  Disposition of CFIUS notifications,Box table V.6.1.  Disposition of CFIUS notifications,Box table V.6.1.  Disposition of CFIUS notifications,Box table V.6.1.  Disposition of CFIUS notifications,
October 1988 - December 1999October 1988 - December 1999October 1988 - December 1999October 1988 - December 1999October 1988 - December 1999

CFIUS Notifications Notifications President
Year notifications investigated withdrawn blocked

1988 14 1 - -
1989 200 5 2 1a

1990 295 6 2 -
1991 152 1 - -
1992 106 2 1b -
1993 82 - - -
1994 69 - - -
1995 81 - - -
1996 55 - - -
1997 62 - - -
1998 63 2 2 -
1999 79 - - -

Total 1 258 17 7 1

Source: United States, General Accounting Office, 1995, p. 4, based on CFIUS data as
of January 1995, and United States , CFIUS data up to December 1999.

a In this case, the President ordered the China National Aero-Technology Import and
Export Corporation, an aerospace company of China, to divest from MAMCO, which
involved a United States aircraft parts manufacturer.

b The investors withdrew their offer on the last day of the investigation of this case, which
involved the acquisition of LTV Missiles Division by Thomson-CSF.
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restructuring by national, regional (intra-EU)
and cross-border (non-EU) M&As (UNCTC,
1993). The initial impetus was greatly
strengthened by the creation of a single market
and, more recently, the launch of the Euro,
which adds to competitive pressures and to
the restructuring of previously segmented
markets. Increased competition underlines the
role of rapid responses by companies, thus
favouring cross-border M&As in particular.
Regional trade agreements in the developing
world, like ASEAN in South-East Asia and
MERCOSUR in Latin America, are stimulating
similar restructuring, even if the markets
involved are not as large and the integration
processes less intense.

In parallel with trade liberalization and
regional integration processes, there has been
widespread privatization and deregulation of
activities, most notably in such service
industries as telecommunications, trans-
portation, power generation and financial
services. These changes have provided another
stimulus to M&As in general and cross-border
ones in particular. Privatization programmes
in many developing countries     and economies
in transition have increased the availability of
domestic companies for sale. In fact, the
combination of privatization and deregulation
has created a number of new TNCs. Previously
state-owned utility companies, for example,
facing new competitive pressures at home, have
responded by becoming dynamic international
investors. In Europe, activities that have long
been strongly homebound, like water supply,
power generation, rail transports, tele-
communications, and airport construction, are
now populated by transnational operators. The

first wave of expansion (with foreign
participation in privatization) is being followed
by further consolidation and restructuring, with
M&As again set to play a vital role.

c.c.c.c.c. Changes in capital marketsChanges in capital marketsChanges in capital marketsChanges in capital marketsChanges in capital markets

Cross-border M&As have been
facilitated by changes in world capital markets.
The liberalization of capital movements, new
information technology providing instant
information across the globe, more active
market intermediaries, and new financial
instruments have had a profound impact on
M&A activity worldwide. Whereas the
liberalization of capital markets since the mid-
1980s had already greatly facilitated the growth
of cross-border M&As, most developed
countries now have completely liberalized their
capital accounts, with virtually unrestricted
facilities for cross-border loans and credits,
foreign currency deposits and portfolio
investment. More recently, financial
transactions have also been substantially
liberalized in many developing countries.

In addition, the increased use of cross-
border M&As mirrors changes in the market
for corporate ownership. The number of
available targets, both among publicly listed
and non-listed firms, is rising. Financial
advisors have been expanding their operations
and are more widely presenting potential “deal
opportunities” to prospective clients. The bulk
of the major cross-border deals are handled
by a small number of large deal makers, most
of which are based in the United States (table
V.2). The growing demand for acquisition
targets is adding to a sense of urgency.

Table V.2.Table V.2.Table V.2.Table V.2.Table V.2.  Worldwide M&A advisor rankings (deals completed, January-June 2000)  Worldwide M&A advisor rankings (deals completed, January-June 2000)  Worldwide M&A advisor rankings (deals completed, January-June 2000)  Worldwide M&A advisor rankings (deals completed, January-June 2000)  Worldwide M&A advisor rankings (deals completed, January-June 2000)

Value of deals
Rank Advisor Nationality (Billion dollars) Number of deals

1 Goldman Sachs United States 901 168
2 Morgan Stanley Dean Witter United States 808 195
3 Merrill Lynch United States 757 124
4 Credit Suisse First Boston Switzerland 386 173
5 JP Morgan United States 359 107
6 UBS Warburg Switzerland 345 105
7 Rothschild Luxembourg 255 73
8 Deustche Bank Germany 240 97
9 Salomon Smith Barney United States 227 156
10 Lazard United States 214 77
11 Chase Manhattan United States 208 82
12 Bear Stearns United States 206 37
13 Lehman Brothers United States 184 97
14 Donaldson, Lufkin & Jenrette United States 118 157
15 RBC Dominion Securities Canada 77 12

Source:   UNCTAD based on Financial Times, 5 July 2000, p. 15.
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Meanwhile, corporate executives are also under
increased pressure from the stock market to
participate actively in the global restructuring
process to seize potential opportunities. This
combines with new ways of financing major
transactions. The liberalization of foreign equity
ownership has facilitated M&As based on stock
swaps rather than cash deals. (As noted in
chapter IV,  a number of mega deals have been
financed in this way; see box IV.6.) Major M&As
have also been facilitated by the rise of stock
markets and ample liquidity in capital markets,
which has allowed firms to raise large amounts
of money through banks and bond issues. This
was accentuated by the introduction of the
single European currency, which has created
a liquid market in European corporate bonds.
Companies are increasingly issuing Euro-
denominated bonds to refinance debt and to
raise money for takeovers. For example, the
rise of the Euro-denominated corporate bond
market and the underlying Euro-syndicated
loan market greatly facilitated Olivetti’s
acquisition of Telecom Italia (Ciucci, 1999).

It appears also that the increasing
globalization of capital markets is contributing
to a certain convergence of different systems
of corporate governance and financing patterns
(Maher and Andersson, 1999). One indication
of this is the increased acceptance of M&As
around the world. As noted earlier (chapter
IV.B), the United States and the United
Kingdom remain the most active countries with
regard to M&As, but the incidence of takeovers
(domestic as well as cross-border) has also
increased in both continental Europe and Japan.
The frequency of M&As also raises questions
related to corporate governance, including as
regards the protection of minority shareholders
and the role of other stakeholders.25

C.   A secular trendC.   A secular trendC.   A secular trendC.   A secular trendC.   A secular trend

The forces underlying the dramatic
growth of cross-border M&As are complex and
vary by industry and country. In essence, they
reflect a dynamic interaction between changes
in the global environment observed in the
preceding section – new technologies, policy
liberalization, deregulation and privatization,
and changes in the capital market – and the
multitude of basic factors motivating firms to
undertake cross-border M&As (figure V.1).
M&As     are part of a     process of regional and
global restructuring, in which actions by
national and international policy-makers

trigger responses by firms and vice versa.

While this process is far from complete
and its incidence is highly uneven, its direction
is quite clear. The major changes that have
simultaneously taken place in the international
business environment have profoundly affected
the setting in which firms are operating and
have provided new and expanded business
opportunities, as well as risks.

The advent of the internet has added
to this as it stimulates M&A activity between
“old economy” and “new economy” firms in
search of opportunities and as it may lead firms
to try to find new solutions to some of the
problems to which M&As have traditionally
represented the solution. An example is the
business-to-business exchanges, which may be
akin to functional mergers.

In this new and continuously evolving
environment, the key strategic issue for firms
becomes how to survive and prosper, knowing
that there is a market for firms and that
sanctions await them     if they fail to deliver
growth and profits. One such sanction is to be
taken over. All the basic motivations for firms
to undertake cross-border M&As then combine
to become key elements in the overarching
strategic goal to defend and develop
competitive positions. Cross-border M&As are
growing so rapidly in importance precisely
because they provide firms with the fastest way
of acquiring tangible and intangible assets in
different countries, and because they allow
firms to restructure existing operations
nationally or globally to exploit synergies and
obtain strategic advantages. In brief, cross-
border M&As allow firms rapidly to acquire
a portfolio of locational assets, which has
become a key source of competitive strength
in a globalizing economy (UNCTAD, 1995a).

The fact that a considerable part of the
current expansion of M&A activity consists of
major deals in industries in which     a limited
number of companies dominate the market,
leading to a consolidation at the regional or
global level, suggests that strategic interactions
among the leading firms also play an important
role. Indeed, under conditions of strategic
interdependence and uncertainty, once the
established equilibrium is disturbed by the
move of a major player (say, to acquire a foreign
company) it can be expected to have a strong
impact on key competitors and to trigger a
chain reaction of countermoves at both
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domestic and international levels by rivals
anxious to protect their positions (Schenk,
1996).26 By pursuing a merger or acquisition,
management minimizes the largest possible
regret, which occurs when ex post successful
moves by other players have not been imitated,
or when they themselves become a target for
a takeover. Thus, even firms reluctant to pursue
this course may be forced into it for fear of
becoming an acquisition target themselves.
Such pre-emptive actions can be intended to
create “strategic comfort” rather than
shareholder value or economic wealth (Schenk,
1999). Moreover, if they do not move quickly
enough, there may be fewer desirable partners
left. By moving, however, they will help amplify
a merger wave that has just started.

Like most previous major M&A waves,
the current M&A boom has coincided with
strong economic growth and buoyant stock
prices. This suggests that the present level of
M&A activity is likely to be affected by changes
in the business cycle, by stock market
corrections and by possible interventions by
antitrust authorities.27 However, as long as
changes in the business environment continue
to facilitate cross-border M&As – indeed,
compel firms to pursue them – the volume of
cross-border M&As may well oscillate over
time, but it can be expected to do so on an
upward trend.

D.  An intriguing historicalD.  An intriguing historicalD.  An intriguing historicalD.  An intriguing historicalD.  An intriguing historical
parallelparallelparallelparallelparallel

Major changes in the ownership
structure of firms by means of M&As are not
a new phenomenon. In fact, one of the largest
and most significant waves of M&As in history
took place in the United States around the end
of the nineteenth century, reaching its climax
between 1898 and 1902 (Chandler, 1990).
During these five years, firms accounting for
perhaps as much as one-half of the United
States manufacturing capacity were involved
in M&As (Bittlingmayer, 1985). That wave
radically changed the industrial structure of
the United States, setting the stage for the role
of “big business” in United States industry in
the twentieth century. National Biscuit, US Steel
and International Harvester were among the
many firms born out of the M&As that took
place during this boom.

What were the main factors behind the
wave of the end of the nineteenth and early
twentieth     century in the United States? Is it

possible to draw parallels between it and the
current worldwide increase in cross-border
M&A activity? The two waves do seem to have
much in common.

1.  Factors behind the United States1.  Factors behind the United States1.  Factors behind the United States1.  Factors behind the United States1.  Factors behind the United States
wave at the turn of the past centurywave at the turn of the past centurywave at the turn of the past centurywave at the turn of the past centurywave at the turn of the past century

There have been many attempts to
explain this United States merger wave, and
several major driving forces have been
identified.28 The main factors are related to
important changes in the business environment
that set off a series of corporate responses. These
changes fall into three categories: technology,
financial markets and regulatory factors.

• Technology.Technology.Technology.Technology.Technology. The United States     M&A boom
coincided with the overlap of two “long
waves” of technological development. The
last quarter of the nineteenth century
marked the end of one long wave, which
included the development of steam power,
the railway and the telegraph, and the
beginning of the next: the rise of electrical
and heavy engineering (Freeman and Perez,
1988). The growth of the railroad and
telegraph network significantly reduced
information and transportation costs and
brought firms from various regional
markets together in direct competition in
a single national market, increasing the
incentives for firms to enhance their market
power (Bain, 1944).  The electrical and
heavy engineering industries opened the
way for the development of a variety of
new products, as well as significant
innovations in the production process, with
unparalleled cost advantages through
economies of scale and scope in production
and distribution as a result. These
innovations led to the creation of new
industries and the transformation of many
old ones. Thus, technology affected
acquisitions in two ways. First, lower costs
of transporting goods and people and of
communicating over long distances made
it possible for firms to compete in a larger
national market, and to seek the benefits
from economies of scale and grasp first-
mover advantages in building a national
production system. Second, new industries
were born out of technological progress and
firms in traditional industries were forced
to respond to new production and market
opportunities, often through consolidation.

• Financial markets.Financial markets.Financial markets.Financial markets.Financial markets.  The second factor
relates to changes in capital markets and
the way investment was financed. Prior to
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the M&A wave, most new enterprises
relied on local businesses and venture
capitalists for the initial capital, and on
local banks for working capital.  At the
end of the nineteenth century, new ways
of financing were introduced as investment
bankers, especially those experienced in
railroad finance, became increasingly more
involved in instigating and financing
industrial M&As.29 At the same time, the
organized securities exchanges emerged
as important institutions in the financial
market.  During the M&A     wave, which
was then characterized by a buoyant stock
market, large-scale consolidations were
greatly facilitated by the exchange of
shares, which became the predominant
mode of financing major M&As.

• Regulatory factors.Regulatory factors.Regulatory factors.Regulatory factors.Regulatory factors. This third category of
explanatory factors concerns changes in the
legislative environment concerning, in
particular, competition and incorporation
laws. The most important was the passage
of the Sherman Antitrust Act in 1890 and
a number of subsequent court rulings. The
Sherman Antitrust     Act was passed in
response to widespread anti-competitive
collusion between manufacturers in many
industries in the last quarter of the
nineteenth century, first through informal
agreements on price and output and then
formalized in trade-association cartels.30

While a series of Supreme Court rulings
between 1895 and 1899 established that
close inter-firm cooperation through trade
associations was anti-competitive and
actionable under the Act, M&As remained
unchallenged by the courts until 1903.31

This window of opportunity, together with
increasing difficulties in enforcing
contractual agreements by trade
associations, made M&As the main means
of achieving greater market control, and
hastened the transformation of trade
associations into merged corporations
(Chandler, 1990).32

The consolidation process was further
facilitated by changes in the general
incorporation laws, which permitted the
formation of holding companies that might
operate on a national scale. In this way it
became possible to centralize the
administration of constituent companies
and concentrate production in a small
number of large plants (Chandler, 1990).
Such changes were first enacted in the state
of New Jersey, which, as a result, accounted
for almost 80 per cent of all consolidation

capitalizations between 1895 and 1904
(Nelson, 1959).

2.   Parallels with the current wave2.   Parallels with the current wave2.   Parallels with the current wave2.   Parallels with the current wave2.   Parallels with the current wave

The three factors that explain a good
part of the M&A wave in the United States at
the end of the nineteenth century also seem
to be at work today:

• Technology.Technology.Technology.Technology.Technology.  As at the end of the nineteenth
century, recent decades have been
characterized by major technological
change.  In particular, the 1980s and 1990s
witnessed the blossoming – and
convergence – of information and
communication technologies. Falling costs
of transportation and communication, with
improved telecommunications and the
internet, again led to an expansion of the
markets in which firms act, this time
involving many national markets, and
allowing them to manage worldwide
production systems. The new information
technologies are prompting firms to merge
in order to find new solutions in areas such
as electronic     business, the development of
new products and services and the
integration of different lines of business.
At the same time, firms in traditional
industries characterized by excess capacity,
slow growth and greater domestic and
international competition, are consolidating
in order to attain a stronger global market
position and to exploit economies of scale
in various activities.

• Financial marketsFinancial marketsFinancial marketsFinancial marketsFinancial markets. Both waves were
facilitated by developments in financial
markets.  In the current wave, the sweeping
liberalization of capital movements has
been crucial.  In both cases, changes in the
ways M&As were financed played an
important role. For instance, while the
evolution of the securities market opened
the possibility of financing M&As through
an exchange of shares in the United States
wave, the liberalization of foreign
ownership of shares has facilitated the
financing of international M&As through
stock swaps.

• Regulatory factors.Regulatory factors.Regulatory factors.Regulatory factors.Regulatory factors. Undoubtedly, like the
end of the previous century, the end of the
twentieth century also witnessed significant
adjustments in the regulatory environment
facilitating M&As, albeit of a different
character. Whereas in 1898-1902, it was the
interpretation of the 1890 Sherman
Antitrust Act that barred cartel agreements,
but did not bar M&As that had encouraged
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consolidation, the recent wave of M&As
has been made possible by the worldwide
liberalization of FDI and trade regimes,
deregulation and privatization (described
earlier in this chapter), which create more
space for undertaking M&As and allow the
organization of international production
systems.  At the same time, international
production is more protected and facilitated
through bilateral, regional (including in
particular the formation of the EU single
market) and multilateral agreements.

***************
To conclude, there are indeed

interesting parallels between the two merger
waves. Common denominators are increased
competition and major changes in the economic
and government-business environment facing
firms that have triggered corporate responses
on a large scale. First, both waves were enabled
by a combination of a significant lowering of
technical barriers to wider geographic
investment and trade, and     technological
change permitting reductions in the costs of
transportation and communication and more

integrated management of dispersed
production facilities. In both periods, such
circumstances led to increased competition and
price pressure favouring consolidation.33

Second, new ways of financing M&As
evidently played an important role in both
cases. In particular, changes in the financial
markets enabled firms to finance M&As using
stock swaps instead of cash, nationally in the
United States case, and internationally in the
past decade.  Third, each of the two waves was
made possible by more     permissive regulatory
frameworks.

In the case of the United States, the
M&A wave at the end of the nineteenth century
helped to give birth to a national market and
production system.  It may well be that, what
is occurring today as part of a secular trend
towards more cross-border M&As, is the
emergence of a  global market for enterprises,
as a complement to growing regional or global
markets for products and services and an
emerging international production system.

1 See, e.g. “Marrying in haste”, Financial Times,
12 April 2000.

2 See Jensen and Ruback (1983), Mueller
(1996), Sirower (1997) or Bild (1998) for
surveys of several studies.

3 Positive impacts on the share prices of the
acquiring firm were observed by e.g.
Asquith et al. (1983) and Franks and Harris
(1989).

4 See e.g. Morck et al. (1991),     Singh and
Montgomery (1987), Kitching (1967),
Kusewitt (1985) and AT Kearney (1999).

5 See e.g. Elgers and Clark (1980), Lubatkin
(1987), Shelton (1988), Hunt et al. (1987) and
Lahey and Conn (1990).

6 For example, studying 276 United States
international acquisitions made in the
period 1975-1988,  a positive impact on the
market value of the bidding firms was found
(Markides and Ittner, 1994). In the case of
103 German M&As during 1994-1998, deals
concluded with an international partner
typically resulted in rising share prices of
the acquiring firm while 43 per cent of
domestic M&As experienced reductions in
share values (Jansen and Körner, 2000).
United States firms were also found to
provide poorer results through domestic
M&As compared with foreign M&As by
United States firms during the period 1978-

NotesNotesNotesNotesNotes

1986 (Morck and Yeung, 1991). A similar
conclusion was drawn in a more recent study
(Morck and Yeung, 1999).

7 See e.g. Schenk (2000) and Cakici et al.
(1996). Eun et al. (1996) concluded that,
while Japanese acquirers benefited
substantially from acquiring United States
firms, British acquirers experienced wealth
reductions.

8 The use of accounting data is not without
problems as firms can use various measures
to manipulate published accounts.

9 Another study of United Kingdom M&As,
from 1955 to 1970, using a three-year
horizon, showed that the profitability of
assets of combined firms was not
significantly different from that of firms that
did not engage in M&A activity (Singh,
1975).

10 While the bulk of the empirical studies are
based on United States data, European
studies tend to confirm these results
(Mueller, 1980a).

11 See e.g. Lichtenberg and Siegel (1987) and
Lichtenberg (1992).

12 See e.g. Ravenscraft and Scherer (1987),
Scherer and Ross (1990) Hopkins (1999),
Mueller (1980a), and Brealey and Myers
(1988)  for a discussion on different motives
for M&As.  The topic has also been
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discussed by civil society, for example by
NGOs such as the Consumer Unity and Trust
Society of India (CUTS, 1999).

13 In some cases, a joint venture or strategic
alliance may offer alternative ways for firms
to access specific proprietary assets of other
companies.

14 R. K. Krishna Kumar, Vice-Chairman, Tata
Tea Ltd., at the UNCTAD Expert Meeting on
Mergers and Acquisitions: Policies Aimed at
Maximizing the Positive and Minimizing
the Possible Negative Impact of
International Investment, Geneva, 19-21
June 2000.

15 This does not mean that big is always better.
For example, in innovation-driven
industries characterized by rapid change,
large organizations can be at a disadvantage
vis-à-vis smaller entities in terms of
creativity and flexibility.

16 The average interest rate paid by United
States corporations was reduced by
approximately 0.46 percentage points with
each tenfold increase in company size
(Scherer et al., 1975).

17 See, for example, Myers and Majluf, 1984.
18 For instance, while the main reason to allow

the merger between two Brazilian
companies, Companhia Cervejaria Brahma
and Antarctica, in spite of their large market
shares, was that significant cost reductions
associated with economies of scale were
sufficiently high to make it plausible to
assume that the net effect on social welfare
would not be negative, another argument
that was influential in the debate was to let
a national champion emerge that could be
competitive in the regional market.

19 This conflict is particularly pronounced in
so-called “outsider systems” of corporate
governance with strong managers and
widely-dispersed weak shareholders
(Maher and Andersson, 1999).

20 This is reflected e.g. in the fact that firms
pay retention bonuses to key staff in the case
of some M&As.

21 For example, as a result of the merger
between Astra (Sweden) and Zeneca (United
Kingdom), the corporate headquarters was
located in the United Kingdom, while
responsibility for corporate R&D was placed
in Sweden.

22 The survey of the literature was based on
Andean Community General Secretariat,
1999; Asia-Pacific Economic Cooperation
Secretariat, 1999; Association of South-East
Asian Nations Secretariat, 1998; Economist
Intelligence Unit, 1999; International
Monetary Fund, 1999b; Lang, 1998;
Tradeport, 2000; UNCTAD, 1999d, 1993,
1999f; United States Trade Representative,
2000; World Trade Organization, 1999.
Information was also collected at the

websites of the East-Weat Association
(http://www.ewba.org/regional.htm), the
Investment Promotion Network (http://
www.ipanet.net) and the Organization of
American States (http://www.sice.oas.org/
trl_e.asp).

23 Since the end of October 1997, foreign firms,
in Zones 1 and 2 can get approval from the
Board of Investment to change their equity
ownership to majority or 100 per cent
control, if local shareholders agree. Between
November 1997 and March 1999, 253
companies applied for permission to
increase their ownership share (Brimble,
2000).

24 It is estimated that about 70 countries today
have adopted mandatory or voluntary
antitrust merger notification systems.  For
more information, see UNCTAD (2000f).

25 See in this context the OECD Principles of
Corporate Governance contained in
UNCTAD (2000a), volume IV.

26 An illustrative example of the role of
strategic countermoves was the
concentration of deals in a short period of
time in the aluminium industry in 1998. The
announcements of Alcan Aluminium’s
acquisitions of Indian Aluminium and
Ghana Bauxite in March 1998 were, within
five months, followed by another 13 cross-
border deal announcements in the same
industry.

27 The outcome of the merger reviews in the
case of WorldCom and Sprint by the
competition authorities in both the United
States and the European Union may for
example have a chilling effect on future
M&As.

28 See e.g. Moody (1904), Watkins (1927), Bain
(1944), Nelson (1959), Bittlingmayer (1985),
Lamoreaux (1985) and Chandler (1990).

29 These included financial institutions like the
railroad financiers J. P. Morgan & Co. and
Kidder Peabody, as well as National City
Bank and First National Bank of New York.
Sometimes manufacturers financed their
own mergers, as with Standard Oil and Du
Pont.

30 For example, in the United States hardware
industry alone, there were more than 50
cartels for as many specialized product lines
(Chandler, 1990).

31 In 1903, a circuit court decided in the
Northern Securities case (upheld by the
Supreme Court in 1904) that M&As were not
exempt from the Sherman Act.

32 In more than a quarter of all consolidations
between 1895 and 1904, ten firms or more
were simultaneously involved in mergers
(Nelson, 1959).

33 For a discussion of the role of increased price
competition in the United States wave a
century ago, see Lamoreaux (1985).
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ross-border M&As, particularly
those involving large firms, vast
sums of money and major
restructurings, are among the
most visible faces of
globalization.  Not only do they

dominate FDI flows in developed economies,
they have also begun to take hold as a mode
of FDI     entry into developing and transition
economies (chapter IV).  As with globalization
generally, the impact of M&As on development
can be double-edged and uneven.  Indeed,
perhaps to a greater extent than many other
aspects of globalization, cross-border M&As
and the expanding global market for firm
ownership and control in which they occur —
raise questions about the balance of their
benefits and costs for host countries.  These
questions arise despite the generally welcoming
attitude towards inward FDI.

Concerns are expressed in political
discussions and the media in a number of host
countries that acquisitions as a mode of entry
are less beneficial for economic development
than greenfield investment, if not positively
harmful.  At the heart of these concerns is that
foreign acquisitions (mergers, as noted in
chapter IV, are rare in developing countries and
economies in transition) do not add to
productive capacity at the time of entry, but
simply transfer ownership and control from
domestic to foreign hands. This transfer is often
accompanied by lay-offs and/or the closing

of some production or functional activities (e.g.
R&D); it entails servicing the new owner in
foreign exchange;  and, if the acquirers are
global oligopolists, it may well lead to market
dominance.  In fact, cross-border M&As can
be used to reduce competition in domestic
markets. They can lead to strategic firms or
even entire industries (including key ones like
banking) falling under foreign control,
threatening local entrepreneurial and
technological capacity-building. The concerns
are not only economic, but also social, political
and cultural. In industries like the media and
entertainment, M&As may seem to threaten
national culture or identity.  A large shift of
ownership of important enterprises from
domestic to foreign hands may even be seen
as eroding national sovereignty and amounting
to recolonization.1   When the acquisitions
involve “fire sales” — sales of companies in
distress, often at prices viewed as abnormally
low — concerns become particularly acute.  All
these concerns can create the impression that
greenfield FDI is “good”, while FDI through
cross-border M&As is “bad”.

All of these concerns are further
accentuated when they are placed in the
broader context of globalization, rapid change,
marginalization of some economies or groups
within economies, and increasing inequality.
(Witness the protests against various symbols
of globalization.) TNCs are thought to benefit
disproportionately from globalization, while
local SMEs in developing countries are
perceived as being affected adversely. M&As,
particularly in their cross-border form, appear
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to be little more than a vehicle for the expansion
of big business.

Concerns over cross-border M&As are
by no means confined to developing countries.
They are also expressed in many developed
countries, sometimes more vehemently.  When
Japanese investors acquired Rockefeller Center
in New York City and film studios in
Hollywood, the United States media reacted
with indignation.2    More recently, when
Vodafone AirTouch (United Kingdom) sought
to acquire Mannesmann (Germany), there was
again indignation in some quarters. While
nationalistic reactions to foreign takeovers are
diminishing in force, they can be strong enough
to lead host governments to intervene,
particularly if takeovers are hostile.

A dispassionate analysis of the effects
of M&As on development is therefore needed
to throw light on the validity of these concerns,
and especially on the validity of the view that
greenfield FDI is better than FDI through
M&As. Such an analysis must be based on an
understanding of the driving forces of cross-
border M&As and their global context, in
particular, the emergence of a global market
for firms. (This context and these forces have
been discussed in the preceding two chapters.)
The present chapter examines the impact of
FDI through M&As on the development of host
countries.  The starting point is the impact of

FDI in general on different areas of
development, as identified in WIR99
(UNCTAD, 1999a). The chapter then goes on
to compare the impact of FDI through M&As
with that of FDI through greenfield ventures
and, where differences exist, suggests policies
that could reduce the negative effects while
strengthening the positive ones.     Although
direct investors sometimes have a real     choice
between entering a host country through
greenfield FDI or entering it through M&As,
the two modes are not always realistic
alternatives — as when a telecommunication
network is privatized or a large ailing firm
needs to be rescued, and no domestic buyers
can be found3  (box VI.1).  Hence the discussion
below also considers situations in which M&As
are the only realistic way for a country to
receive FDI,4  focusing on how M&As affect
the performance of the acquired enterprise and
the host economy.

Of course, in principle, both host
countries and TNCs have other options. For
countries, the priority is, in any event, to
stimulate domestic investment and enterprise
development, since FDI can only be a
complement to domestic efforts.  They can
encourage domestic M&As (box VI.2) and
establish public enterprises. They can also
obtain international resources through strategic
alliances, other non-equity arrangements for
inter-firm cooperation and, of course, arm’s

A comparison of the impact of FDI
through cross-border M&As with that of
greenfield FDI assumes that the two modes of
foreign entry constitute alternatives from the
perspectives of both host countries and TNCs.
In principle and even in practice this may be
the case, but they are rarely perfect substitutes
for each other. From a host country’s
perspective, substitutability depends on its
characteristics, including its level of economic
development, FDI policy, the institutional
framework and specific circumstances.

Level of economic developmentLevel of economic developmentLevel of economic developmentLevel of economic developmentLevel of economic development. While
both modes may be options in developed
countries with a large pool of strong private
enterprises and well-functioning markets for
corporate control, this is not always the case in
developing countries and economies in
transition. For example, M&As are typically not

a realistic alternative to greenfield investment
in the least developed countries, in which
investment opportunities may exist but there
are few firms to acquire. In other developing
countries with a more advanced industrial
sector and more developed capital markets, the
acquisition of a local firm can represent a
realistic alternative to greenfield FDI. Mergers
between local firms in many developing
countries and developed country firms are
typically not feasible because of large
differences in size, technology or management
experience. In general, the higher the level of
development of a host country, the larger the
supply of firms that may be targeted for cross-
border M&As.

FDI policyFDI policyFDI policyFDI policyFDI policy. Another obvious prerequisite
for cross-border M&As is that they have to be
permitted by the national regulatory

Box VI.1. TBox VI.1. TBox VI.1. TBox VI.1. TBox VI.1. To what extent are greenfield FDI and cross-border M&As alternatives?o what extent are greenfield FDI and cross-border M&As alternatives?o what extent are greenfield FDI and cross-border M&As alternatives?o what extent are greenfield FDI and cross-border M&As alternatives?o what extent are greenfield FDI and cross-border M&As alternatives?
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Box VI.1. TBox VI.1. TBox VI.1. TBox VI.1. TBox VI.1. To what extent are greenfield FDI and cross-border M&As alternatives?o what extent are greenfield FDI and cross-border M&As alternatives?o what extent are greenfield FDI and cross-border M&As alternatives?o what extent are greenfield FDI and cross-border M&As alternatives?o what extent are greenfield FDI and cross-border M&As alternatives?
(concluded)(concluded)(concluded)(concluded)(concluded)

framework. The liberalization of FDI regimes
has gone far, and most countries now actively
promote the inflow of FDI. In many cases,
liberalization applies to both greenfield FDI and
cross-border M&As. However, in a number of
developing countries, foreign takeovers are de
facto (if not de jure) restricted. Even in some
developed countries, authorization is needed
for the acquisition of companies in certain
industries. Policy liberalization as regards
foreign acquisitions has been shown to have a
strong impact on the pattern of inward FDI in
countries with a strong industrial base. In
Argentina, for example, cross-border M&As
accounted for almost 60 per cent of total FDI
inflows between 1992 and 1999. While
privatization was initially responsible for the
bulk of M&As, foreign acquisitions of private
firms have gradually increased in importance,
accounting for more than one-third of total
inflows between 1996 and 1998 (Chudnovsky
and L�pez, 2000).

Institutional frameworkInstitutional frameworkInstitutional frameworkInstitutional frameworkInstitutional framework. The balance
between cross-border M&As and greenfield
FDI is also related to the institutional
environment. For example, even among
developed economies, the use of M&As is
affected by differences in corporate governance
and ownership structure. These help to explain
the diverging patterns of M&As in the United
States and the United Kingdom, on the one
hand, and Germany and Japan on the other. In
developing countries, underdeveloped asset
markets and poor accounting standards may
make it more difficult to assess accurately the
value of corporate assets.

Exceptional cirExceptional cirExceptional cirExceptional cirExceptional circumstances.cumstances.cumstances.cumstances.cumstances. Examples
include financial crises (as in Asia in 1997-1999)
and large privatization programmes (as in Latin
America or Central and Eastern Europe). Both
produce, though for different reasons, a large
one-off supply of firms in financial or
competitive trouble. In both sets of
circumstances, policy-makers have welcomed
the cross-border acquisitions of local
enterprises: greenfield FDI could not in these
circumstances play the role of cross-border
M&As in rescuing ailing companies and
restructuring state-owned firms.

*  *  *

To sum up, even though there are a
number of situations in which the two modes
of FDI entry are not realistic alternatives, they
remain alternatives often enough to justify the
comparison of their impacts on development.
From a host-country perspective, this also
means that host countries can influence both
forms of entry through various policy
measures. Such measures, however, should be
based not only on a realistic assessment of a
host country’s locational advantages, but also
on an awareness of factors guiding firms’
choices.

Firm-level factors were discussed in
greater detail in chapter V. They can vary from
industry to industry, depending on market
structure and industry characteristics. High
market concentration and high barriers to entry
limit the probability of greenfield investment.
This is the principal reason why, in such service
industries as telecommunications, power
generation and financial services, cross-border
M&As are a predominant mode of entry.
Similarly, in industries characterized by slow
growth or excess capacity, firms are not likely
to add new productive capacity, if they can
acquire existing assets. It should be noted that
the market power of existing firms can be
affected by the introduction of new technology
(like cellular phones in telecommunications) or
through regulatory changes leading to a
removal of barriers to entry and increasing the
scope for greenfield investment.

The emergence of a knowledge-based
economy and the liberalization of markets
favour cross-border M&As. The former
underlines the significance of skills and other
knowledge-based assets for  competitiveness
and, consequently, leads to the increasing
importance of asset-seeking FDI: of the two
modes of FDI entry (leaving aside other modes
and especially strategic alliances), only M&As
can be used to access assets embodied in firms.
The latter has increased competitive pressures,
forcing firms to access assets or restructure
rapidly and consolidate their operations in
strategic response to competitors’ moves,
actual or expected (chapter V). As speed has
become a critical parameter, the greenfield
option is often ruled out as an entry mode at
an early stage of corporate decision-making.

Source:   UNCTAD.



�
162 World Investment Report 2000:  Cross-border Mergers and Acquisitions and Development

length transactions. While countries need to
consider these and other options, the analysis
here focuses on greenfield investment vs. cross-
border M&As, although other options are not
neglected. In other words, the analysis takes
as given a situation in which a country has
decided that FDI is the preferred option, and
the question is whether it matters that it is
greenfield FDI or FDI via cross-border M&As.

Comparing cross-border M&As with
greenfield investment often means considering
counterfactuals — what might have happened
if cross-border M&As had not taken place.  Such

a counterfactual must take account of not only
the industry and host-country context, but also
of the broader setting of trade, technology and
competition.  The fact that this setting is
changing rapidly, and that these changes are
driving the current surge in cross-border M&As
(see chapter V), is crucial to the analysis.  FDI
and trade liberalization, accelerating
technological change, intensifying competition
and integrated production systems mean that
firms — in developing as well as developed
economies, large and small — must upgrade
and restructure to remain competitive.  Macro-
economic disturbances, such as financial crises

In July 1997, Kia Motors Corporation, the
second largest automobile company in the
Republic of Korea, ran into a serious liquidity
crisis.  Attempts to save it in the ensuing few
months failed, and the company was put under
legal custody in April 1998. Kia was one of the
country’s ten largest business groups before its
bankruptcy.  It had a relatively specialized
business portfolio, including passenger cars,
commercial vehicles, specialized steel products
and some other small companies, and was not
a typical chaebol in that it had no family owner
with a controlling share involved in company
management.  Because it  was run by a
professional management team and was more
specialized in its business portfolio, it had a
good image in the Republic of Korea and was
regarded as a national champion.  Because of
its unique position in the economy, the creditors
(i.e. the major banks) and the Government
hesitated about what to do with the company.

After the Asian financial crisis reached the
Korean economy in November 1997 and a new
President took office, the Government
announced in June 1998 that Kia would be sold
through an international auction. Both domestic
and foreign auto companies expressed their
interest in acquiring it.

Major creditor banks decided to
decapitalize the existing equity of Kia and
infuse new capital amounting to around Won
1-1.5 trillion.  This new equity would be sold
to the company acquiring Kia.  In other words,
the acquiring firm would buy the new equity
of Kia and also assume some part of its debt.  It
was also decided that Kia and Asia Motors, a
firm specialized in commercial vehicles, would

Box VI.2.  A domestic merger:  the sale of Kia Motors CorporationBox VI.2.  A domestic merger:  the sale of Kia Motors CorporationBox VI.2.  A domestic merger:  the sale of Kia Motors CorporationBox VI.2.  A domestic merger:  the sale of Kia Motors CorporationBox VI.2.  A domestic merger:  the sale of Kia Motors Corporation

be sold in a single deal.  In the auction
scheduled for 30 August 1998, five companies
participated;  three domestic firms (Hyundai,
Daewoo and Samsung) and two United States
companies (GM and Ford).  The first auction
failed to produce a deal because the terms of
the bids offered by the companies failed to meet
the condition laid out by the creditor banks.
The second bidding on 25 September also failed
to produce a successful bidder.  By this time,
GM had dropped out and only four firms
submitted bids.  The major problem was how
much of the total debt of Kia and Asia Motors
would be absorbed by the creditor banks. (The
total debt amounted to Won 12.8 trillion.)  After
these two auctions had failed to produce a
successful deal, the creditor banks further
reduced the total debt to be assumed by the
acquiring firm.  On 11 October, Hyundai was
finally selected from among four bidders
because it asked for the smallest debt reduction.
The deal was successfully completed in March
1999.  Hyundai took over its largest competitor
in the domestic market and decided to maintain
Kia as a legally separate company for the time
being.

This case shows that greenfield
investment is not an alternative when it comes
to a bankrupt company — but rescue by a
domestic company may be.  In restructuring
failed companies in the aftermath of the Asian
financial crisis,  the creditors and the
Government basically faced two choices, selling
the company to a domestic firm or to a foreign
firm.  More precisely, it was a matter of selling
the failed firm to an acquirer that offered the
most favourable deal to the creditors.

Source:  Jung, 2000.
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(as in Asia in 1997-1999) and debt and fiscal
problems (as in parts of Africa), intensify
pressures on both firms and countries, making
adjustment more difficult. So, too, does the need
to change economic systems (as in Central and
Eastern Europe).  These circumstances clearly
affect any comparison between the two modes
of entry.

As emphasized in chapter IV, not all
cross-border M&As are FDI in the normal sense.
Some are portfolio investments (for
measurement purposes, acquisitions of less
than 10 per cent equity).  Others are close kin
to portfolio investments, being solely or
primarily motivated by financial
considerations, regardless of the equity share
involved.  Portfolio or portfolio-type cross-
border M&As are not considered here, since
the focus is on M&As as a mode of FDI entry.
In any event, the share of portfolio and
portfolio-type M&As in the total value of cross-
border M&As appears to be relatively small
(box IV.1 and figure IV.3).  The present chapter
thus focuses on the impact of cross-border
M&As undertaken for strategic corporate
reasons rather than for more or less immediate
financial reasons.

Concerns as to the impact of cross-
border M&As on host country development
arise of course even when cross-border M&As
go well from a corporate viewpoint. But there
can be additional concerns arising from the
possibility that M&As may not, in fact, go well.
As discussed in the preceding chapter, half of
all  M&As do not live up to corporate-
performance expectations of the parent firms,
as measured by shareholder value. This may
not matter for the development of host
countries, especially when the performance of
acquired  f irms benefits from M&As.
Furthermore, greenfield investments face their
own risks, and it is unclear that these are lower
than those of M&As.5  The risk of choosing the
wrong target for acquisition may be greater
in developing or transition economies, where
corporate governance may be weak and
corporate cultures different from those of
acquirers from developed countries,6  but the
difficulties in maintaining or improving post-
merger performance may still be smaller given
the resource gap between the acquirer and the
target.  Resource flows are more likely to be
in one direction (towards the newly acquired
foreign affiliate) and the synergies between the
parties may be less important.

As regards M&As that go well, efficient
implementation from an investor ’s point of
view need not, of course, imply a favourable
impact on host-country development. This
applies to FDI through M&As as well as to
greenfield FDI. The main reason is that the
objectives of TNCs and those of host economies
do not necessarily coincide (UNCTAD, 1999a).
In any event, both cross-border M&As and
greenfield investments, regardless of whether
they go well or not, can have undesirable effects
on host countries. This again underlines the
importance of policies to ensure that host
countries benefit from FDI regardless of its
mode of entry.

Apart from considerations related to
whether M&As are well — or badly — done,
the developmental impact of FDI through cross-
border M&As — both in itself and in comparison
with greenfield FDI — depends on a number
of other factors.  These include, in particular:

• The type of investment made through
M&As and the motivation underlying it.
Both direct effects and effects through
linkages and spillovers vary according to
whether an investment is natural-resource-
seeking, market-seeking, efficiency-seeking
or created-asset-seeking. Effects also
depend on whether the choice of the M&A
mode is based on a purely financial
motivation, or on an economic one related
to firm performance.  In the case of purely
financially motivated M&As, undertaken
in the expectation of a rise in the value of
the shares of the acquired firms or with a
view to divesting (“stripping”) some of the
assets at higher prices, there may be a
limited transfer of resources to the
acquired enterprise, or none, or a negative
impact.

• The situation of the host-country
enterprises  acquired  through  M&As.
This factor influences the outcome in
interaction with the investors’ motivations.
If M&As involve the purchase of
competitive firms with a view to
exploiting their assets for the benefit of an
acquiring TNC, asset transfer to the host
economy might be limited.  But this need
not exclude other benefits — those
associated, for example, with more intense
competition leading to more efficient local
firms.  The parent firm might also enhance
the capabilities of its newly acquired
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affiliate, e.g. by giving it a world product
mandate.  On the other hand, if firms are
purchased because they are not
competitive, a transfer of additional assets
to the acquired firm can take place. In
many developing countries and,
especially, economies in transition, the
supply of competitive firms with
capabilities similar to those of developed-
country firms is limited, leaving ample
room for substantial resource inflows
through cross-border acquisitions.

• The environment in which an investment
through M&As is made.  Here the key
factor is whether M&As take place in an
industry or an economy with a robust,
dynamic and expanding market, or in a
static, stagnant or declining one.

• The time-frame within which the impact
is considered. Effects at the time of entry
may differ significantly from subsequent
ones.

All of these factors will be examined
below as appropriate.  The discussion is
organized into sections by the areas in which
FDI most affects development (UNCTAD,
1999a): financial resources and investment;
technology; employment and skills; export
competitiveness; and market structure and
competition.  For each, the examination begins
with a stylized summary of the general impact
of FDI based on the discussion in WIR99.   It
goes on to consider the differences in impact
of the two modes of entry and the impact of
M&As on their own where greenfield FDI is
not feasible.  The analysis is often conceptual,
but draws on empirical evidence and
experience whenever possible. It concludes
with an exploration of the policy implications
in each area. The final section provides a
summary and conclusions which also touch
on the broader impact of cross-border M&As
and policy implications.

A.   A.   A.   A.   A.   External financial resourcesExternal financial resourcesExternal financial resourcesExternal financial resourcesExternal financial resources
and investmentand investmentand investmentand investmentand investment

In various ways FDI affects resource
flows and investment in productive capacity
in host countries (box VI.3).  The flows of capital
and income arising from the activities of foreign
affiliates also affect the balance of payments
and the allocation of benefits from foreign

investment between host countries and foreign
investors.  In the discussion below the effects
on financial resources and investment are
considered separately.

1.   External financial resources1.   External financial resources1.   External financial resources1.   External financial resources1.   External financial resources

Investment through cross-border
M&As adds to the financial resources of a host
country at the time of entry,7  as does greenfield
FDI, to the extent that neither is financed by
locally raised capital.      Inflows of FDI via
greenfield projects manifest themselves in new
production facilities, while those via M&As
transfer the ownership of local assets to foreign
hands, placing investible resources in the hands
of the former local owners in the form of cash
or disposable shares.  The effect on financial
inflows is the same if the size of the TNC
investment is identical. Both can result, in due
course, in profit outflows and repatriated
capital. (The question of whether or not the
investible resources are actually invested is
discussed below.)

There may, however,,,,, be two sorts of
differences between the financial impacts
according to the mode of entry.  The first relates
to the exchange-rate impact of the flows,
particularly in the initial period.  A foreign
merger or acquisition typically places resources
in the hands of the local owners of a firm
immediately,8  while the inflows involved in
setting up new facilities in a greenfield project
may take the form of “in kind” contributions,
and a cash inflow may be spread over time
and recipients.  If a transaction is large, the
former may, in the absence of appropriate
policy measures, create greater pressures on
the domestic currency than a greenfield
investment of the same volume, leading to
currency appreciation.  Privatizations involving
foreign buyers are a typical case in which the
exchange rate may be affected by such sudden
inflows. Intervention by monetary authorities
via open market transactions and sterilization
measures can neutralize most of the negative
impact (currency appreciation with a negative
impact on international balances and export
performance, or inflation).9   These actions have
to strike the right balance between the costs
(for example, the interest to be paid by the
central bank on the financial instruments used
to absorb excess foreign capital inflow) and
the benefits (the avoidance of major
disturbances in the domestic economy) of such
intervention.
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FDI affects the volume and characteristics
of investible financial resources and actual
investment in host countries. It also affects the
balance of payments of host countries and the
division of benefits from investment between
them and other countries.

External financial rExternal financial rExternal financial rExternal financial rExternal financial resouresouresouresouresources forces forces forces forces for
development.development.development.development.development.     The net impact of FDI on the
quantum of capital flows to developing
countries is usually positive: it increases the
inflow of foreign financial resources available
for investment. Inflows of FDI have become the
single most important source of private foreign
savings for developing countries as a group
(chapter I).  The impact over time depends on
the amount of capital brought from abroad by
TNCs (equity inflows paid in “cash” and funds
raised directly from international capital
markets) less the volume of FDI-related
financial transfers abroad (intra-company and
other loan repayments and repatriated capital
and profits) from the host country.  During 1991-
1997, each dollar repatriated from developing
countries was matched by three dollars of new
inflows.

As a source of finance FDI offers certain
advantages over other sources of foreign finance
to developing host countries. It has proved to
be more stable than other types of financial
flows, as reflected in the Asian financial crisis
and the Mexican crisis of the mid-1990s.  Direct
investors show a longer-term commitment to
host economies than lenders (particularly short-
term lenders) and speculative portfolio
investors.  FDI is also easier to service than
commercial loans,,,,, since profits tend to be linked
to the performance and business cycles of the
host economy.  A part of FDI inflows, however,
can be driven by short-term financial motives
and thus behave just like speculative portfolio
investments.

As a source of external finance, FDI
complements domestic savings and contributes
to growth through the indirect or direct
financing of investment. An excess inflow of FDI
(or any other type of capital inflow) in a short
period may lead to the appreciation of the
exchange rate of the national currency and
reduce the competitiveness of exports, thus
leading to the reduction of investment in export
industries. It is also possible that FDI could
effectively substitute for domestic savings,
resulting in their reduction and enabling
increased consumption or leading to capital

flight under certain condition. In the second-
round effects, the increased consumption could
induce an increase in investment through the
accelerator effect. Unless there is unemploy-
ment and excess productive capacity to be
utilized, this could bring the risk of
overheating.

A profitable FDI project, with profits
repatriated in foreign exchange, must
necessarily result in greater balance-of-payments
outflows than an identical national project
financed locally. There are many projects,
however, that can be undertaken only by
foreign investors, or not at all, or could not be
undertaken at comparable levels of efficiency
by domestic firms. Moreover, comparisons of
financial inflows and outflows cannot capture
total balance-of-payments effects.  This can only
be done by evaluating the effects of all outputs
and inputs.  Whether FDI has a positive or
negative impact on the host country’s balance
of payments depends on the following factors:
the size of FDI inflows, net of disinvestment;
outflows of direct investment income; the
export and import propensities of foreign
affiliates; the indirect impact of FDI on foreign-
factor income outflows; the indirect impact of
FDI on the export and import propensities of
domestic firms; and the indirect impact of FDI
on import demand by consumers in the host
country.

The balance-of-payments effects of FDI
and the country distribution of the value added
by foreign affiliates can be affected by transfer
pricing — the pricing of intra-firm transactions
across national boundaries.  TNCs have
frequently considerable freedom in assigning
prices in these transactions, particularly when
there are no arm’s length prices to serve as
reference.  This allows TNCs to shift profits
between countries to lower their tax burdens
or escape other restrictions on repatriating or
declaring profits.  The risk of unacceptable
transfer pricing rises when there are large
differences in tax regimes between countries
and there are no double-taxation agreements in
force.  Concern about transfer pricing, greatest
in the 1960s and 1970s, has declined as tax
differences have narrowed, double-taxation
agreements have proliferated and the desire to
attract FDI has become widespread. Efforts to
counter transfer pricing are now undertaken
primarily by the tax authorities of major home
countries like the United States and Japan.

/...

Box VI.3. FDI, external financial resources and investmentBox VI.3. FDI, external financial resources and investmentBox VI.3. FDI, external financial resources and investmentBox VI.3. FDI, external financial resources and investmentBox VI.3. FDI, external financial resources and investment
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Secondly, there can be an important
difference between the financial impacts of the
two modes because cross-border M&As involve
the pricing of firms.  This is driven by many
factors (box VI.4), and can raise problems.
(Greenfield FDI does not normally raise issues
concerning the value of the facility set up.)  If
an enterprise is sold at a price below its
“correct” (social) price, there is a loss to the
host economy.10   The pricing of cross-border
M&As may raise three sorts of problems:

• Under certain conditions, as when equity
markets are underdeveloped or economic
systems are in transition, it may be difficult
to price assets correctly (box VI.4).
Experience in economies of Central and
Eastern Europe shows, for example, that,
in the absence of capital markets or
reference prices, there can be major
problems in pricing the assets of state-
owned enterprises.  This increases the
chances of a wrong valuation, and the
prices received may be higher or lower
than in the perceived valuation of a
comparable greenfield project.   The
possibility of undervaluation increases if
the negotiating position of the host
country vis-à-vis foreign investors is weak,
or if the host country does not make
potential investors compete through
bidding (Samonis, 2000).  A careful
consideration of the social benefits and
costs to the host economy from FDI in a
privatized enterprise is necessary to arrive
at the right price.  The way the bargaining
process is carried out by privatization
agents also influences the price.  Much
depends on their expertise, efficiency,
honesty and independence.  The right

management of the privatization process
involving FDI requires many skills,
especially in M&A techniques.  After all,
privatizations are just a variant of M&As.

• Pricing problems may arise even when
there are active equity markets, if financial
or other crises lead to firms being
significantly under-valued.  This allows
foreign entrants to acquire them very
cheaply.  In the Asian crisis, the complaint
was frequently voiced that foreign
investors were able to snap up local firms
at “fire sale” prices.  While it is true that
many firms were sold below what their
sellers (and in some cases, buyers)
considered their long-term value (Zhan
and Ozawa, 2000), that may have been the
only alternative to bankruptcy in some
instances.  In a number of cases, cross-
border M&As served to save firms that
could not raise finance elsewhere and
added to foreign exchange resources in the
host economy, an unlikely contribution
from greenfield FDI in times of crisis.
Under normal circumstances, the firms
would not have needed a capital injection,
or the financial system may have been able
to provide additional liquidity.  But the
crisis-hit countries were caught in a severe
credit crunch and many firms did not have
the option of raising finances from local
or international lenders.  There could also
have been additional gains from such
cross-border M&As if the M&As had led
to a restructuring of the acquired firms.

Cross-border M&As during a crisis may
result in a net gain to a host economy even
if the investors were to sell  their

Box VI.3. FDI, external financial resources and investment (concluded)Box VI.3. FDI, external financial resources and investment (concluded)Box VI.3. FDI, external financial resources and investment (concluded)Box VI.3. FDI, external financial resources and investment (concluded)Box VI.3. FDI, external financial resources and investment (concluded)

Source:  UNCTAD, 1999a.

Investment.  Investment.  Investment.  Investment.  Investment.   Typically, FDI adds to
productive capacity in a host country through
the investment expenditures of affiliates. The
value of investment expenditures by foreign
affiliates is not necessarily the same as that of
FDI inflows, since resources can be raised in
local and international capital markets.  Data
on United States FDI abroad suggest that
capital expenditures by foreign affiliates in host
countries usually exceed the value of FDI
inflows.  FDI may also affect the volume of
host-country investment indirectly by
crowding in (stimulating entry of) or crowding
out (inducing exit of) domestic investment.

Either is possible, depending on the activities
undertaken by TNCs, the strength of local
enterprises and the functioning of local factor
markets.   TNCs may crowd in domestic
investment when they introduce new goods
and services to the host economy, create local
supply links and do not pre-empt local credit.
They may crowd out domestic enterprises by
entering activities already populated by local
firms in which there is little room for further
expansion, in which domestic firms are unable
to compete with the foreign affiliates, or by
using their size and “bankability” to gain
privileged access to local capital markets.
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acquisitions for a profit when markets
recovered.  This would be true if the profits
made from the financial transactions were
lower than the loss the economy would
have suffered from the closure of the firms
involved. There is little evidence to
suggest, however, that most M&As in Asia

were undertaken for short-term financial
reasons (Zhan and Ozawa, 2000). It may
be argued that a better option would have
been for governments or international
institutions to provide liquidity to the
stricken firms and so prevent fire sales, or
to allow a debt standstill supervised by

The correct market price of any productive
asset is the present discounted value of future
earnings adjusted for risk. This is “correct” in
theory, assuming perfect foresight, full
information on earning potential (including the
impact of technological changes),  no
externalities (so that the private and social
values of future earnings are equal) and no
policy changes. Capital markets in developed
countries provide a rough approximation in
normal times, based on the existing prices of
comparable assets and an assessment of
technical change and other market
imponderables. Even in these countries, M&As
face pricing problems inherent in all asset
pricing, and they are aggravated when they
involve privatization. The difficulties are
compounded when the firm being privatized is
a utility with a local monopoly in a country
without a functioning capital market. In
privatization in a transition or developing
economy, there may be no capital markets to
throw up a     comparable price or provide expert
opinion on earning prospects.

There are two sets of factors affecting the
price-setting process in privatizations:

• The economic and political settingThe economic and political settingThe economic and political settingThe economic and political settingThe economic and political setting.....  The risk
element in pricing is affected by political and
economic stability and general attitudes to
FDI and privatization.  The country “image”
may affect not just prices, but also the
numbers and origins of potential investors.
A host country with a low rating as an
investment destination     may attract marginal
players who in the long run perform badly.
The nature and credibility of the policy
reform process within which privatization
takes place also affect risk. The strength and
efficiency of the legal and judicial system of
intellectual property protection and of the
financial system will all affect prices.  Broadly
speaking, a clear political commitment to
strong rules of the game may result in higher

general prices, but there may well be
circumstances outside a government’s direct
control, e.g.     pressure from neighbouring
governments when strategic assets are
involved.

• The privatization prThe privatization prThe privatization prThe privatization prThe privatization processocessocessocessocess. There are many
ways to “create” a market for an enterprise
being privatized. The best way is to get a
large number of competitive bids from a
variety of firms (domestic and foreign) and,
if foreign firms are the only contenders, from
established and trustworthy TNCs. Where
the objective is to get a strategic partner with
specific technological or other assets,
however, there may need to be a trade-off
between the up-front price and other
conditions. For example, the privatization of
telecommunications companies to foreign
strategic investors has generally been by
means of “controlled auctions” designed to
achieve the highest possible price for the
shares sold, from a limited number of pre-
selected candidates that meet pre-
established criteria. The price also depends
on the market position of the enterprise
being sold and the regulatory framework in
place if it is a natural monopoly or oligopoly.
It is further affected by prior restructuring
and the performance conditions attached to
the sale.  (The less — or less efficient — the
restructuring and the stronger the
conditions, the lower the price.)  The
bargaining process itself is critical.  The
managers and workers of the firm being sold
can become an important pressure group
affecting a sale, influencing the choice of
partner, the performance conditions, and the
price.  Sophisticated privatization operators
use complex computerized optimizing
techniques to evaluate bids.  The buyers will
use advanced techniques and high-powered
teams in their turn — in addition, of course,
to good old-fashioned pressure, lobbying,
mystification and threats.

Box VI.4. Is there a correct price in privatization-related M&As?Box VI.4. Is there a correct price in privatization-related M&As?Box VI.4. Is there a correct price in privatization-related M&As?Box VI.4. Is there a correct price in privatization-related M&As?Box VI.4. Is there a correct price in privatization-related M&As?

Source:   UNCTAD.



�
168 World Investment Report 2000:  Cross-border Mergers and Acquisitions and Development

adequate bankruptcy procedures. This
option, however, was typically not open
in the depths of the crisis: in a number of
cases, M&As appeared to be the only
solution, as not enough additional
liquidity was available through official or
banking sources.

• Another risk of M&As is that, during
normal situations and with active stock
markets, they allow for asset stripping.
The acquired companies can be broken up
by corporate raiders and their component
parts sold off at a profit.  This can have a
further impact on financial resources,
because the proceeds of asset sales can be
repatriated to home countries. Asset
stripping is often regarded with disfavour
as it may involve speculation and financial
manipulation for quick profit,  with
destructive effects on productive capacity.
Indeed, it may be harmful if viable firms
are bought, dismembered and sold off by
entrants who do no restructuring or
rationalization.11  Certain types of asset
stripping can, however, also serve a useful
function.  If asset stripping occurs when
firms are managing their assets badly and
places the viable assets under better
management while disposing of the
unviable ones, it improves the use of
productive assets.  In the case of
privatization, asset stripping can be
guarded against by governments retaining
“golden shares”  to enable them to
influence or even veto corporate decisions
they consider undesirable.

The impact of profit repatriation and
transfer pricing on financial flows and the
balance of payments of a host economy may
differ according to the mode of entry.  On the
one hand, outflows of earnings are likely to
begin sooner with M&As than with greenfield
FDI when the acquired firm is profitable —
though they may take longer where an affiliate
has to be restructured.  On the other hand, the
scope for transfer pricing may be higher in
greenfield projects than in cross-border M&As,
at least initially.  A parent firm may have greater
leeway in setting intra-firm prices in greenfield
ventures, since in M&As reference prices may
be available from earlier transactions (that now
become intra-firm).  But this difference is
unlikely to be very large, and it will most likely
diminish over time. When a joint venture
between local and foreign investors is taken

over by the latter, the scope for transfer pricing
may increase with the shift of control over the
foreign affiliate and its transactions to foreign
owners.

2.   Investment2.   Investment2.   Investment2.   Investment2.   Investment

As discussed, under normal conditions,
there is little difference in the direct impacts
of FDI through M&As and greenfield projects
on absolute inflows of external financial
resources.  However, effects on host-country
capital formation may differ under the two
modes for given amounts of FDI. Greenfield
FDI takes the form of a direct addition to host
country production facilities once a project is
completed, while M&As provide funds to local
interests.  Whether or not these funds are
actually used for productive new investment
depends on other factors.  Where the
investment opportunities exist, it is likely that
productive investment will follow. In the case
of privatization, one way to deal with this
problem is that funds received are immediately
deposited in an investment account of the
acquired company, dedicated towards new
investment (box VI.5).

Over the longer term, there is no reason
to expect any difference in the impacts on
capital formation of the two modes of entry.
Both forms can be accompanied or followed
by new (sequential) investment.  Evidence from
developing countries shows that sequential
investment after cross-border M&As can be
sizeable — so sizeable that a study of foreign
acquisitions in Argentina (dominated by
privatizations) and Chile (dominated by
acquisitions of privately-owned companies)
questions the distinction between the two
modes of entry as regards their impact on
investment.  To quote:

“One of the more interesting survey
results is that the frequent distinction
between the purchase of existing assets
versus greenfield investments is actually
of relatively small significance in
economic terms. In most instances when
a foreign investor entered the host
country’s market through the purchase
of domestic enterprises (whether wholly
or through joint ventures), the initial
purchase of assets ended up being only
a small portion of the total investment.”
(Agos�n, 1995, p. 3).  “...During the 1990-
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93 period, later investments of the
privatized companies surveyed were
responsible for 75 per cent of the FDI
expended in further purchases of
privatized assets in that country.12

Furthermore, these same companies
have additional investment plans for the
1994-96 period equal to 42 per cent of
their original investments ... In the case
of Chile,  10 of the 15 enterprises
surveyed said that the initial investment
or purchase of existing companies
constituted only a small fraction of their
subsequent investments” (Agos�n, 1995,
pp. 26).

Another study, comparing foreign
acquisitions of private companies in Argentina
during the 1990s with domestic acquisitions
and domestic firms not participating in M&As,
also yielded interesting results.  It showed that
increases in investments in firms acquired by
foreign investors exceeded by a factor of two
increases in investment in domestic M&A firms
and by a factor of six those in domestic non-

M&A firms (Chudnovsky and López, 2000). In
Peru, 35 per cent of the FDI inflows came
through privatizations and resulted in an FDI
stock of $8.5 billion by the end of 1999; the
new owners committed themselves to
additional investments of around $7 billion for
the modernization and expansion of acquired
facilities (UNCTAD, 2000d).  In the Republic
of Korea, cross-border M&As had larger
sequential investments than greenfield FDI;
during the period 1997-1999, the ratio of
sequential to new investments was 125 per cent
for cross-border M&As and 85 per cent for
greenfield investments (Yun, 2000).  In many
M&A cases, this is not surprising as the new
owner may have to undertake substantial
investments in order to revitalize existing
facilities.  Sometimes, the new owner can be a
minority foreign shareholder in a joint venture
taking over the company in order to restructure
it.

Privatizations in Central and Eastern
Europe have also tended to lead to large
sequential investments.  In many cases, such

Bolivia privatized its long distance
telecommunication company ENTEL in 1995,
through an  international public bidding, open
to national and foreign investors. ETI Euro
Telecom International (an affiliate of Telecom
Italia) made the winning bid. Through the
capitalization of ENTEL, it agreed to inject fresh
capital equal to $610 million in the exchange for
a 50 per cent of equity participation (of the
newly enlarged capitalized company) and 100
per cent management control. These resources
were deposited in accounts of ENTEL to be used
later for investments in the modernization and
expansion of the company, in accordance to
investment plans and the fulfillment of technical
(quality) requirements. This arrangement
stipulated that the privatized enterprise could
not invest abroad until it had met its commitments
to expand services in rural areas and in public
telephone. Priority had to be given to:

• The installation of telephone services in
every community of over 350 inhabitants;

• The installation of local services in every
community of over 10,000 inhabitants;

Box VI.5.  TBox VI.5.  TBox VI.5.  TBox VI.5.  TBox VI.5.  Turning investible resources into investment:urning investible resources into investment:urning investible resources into investment:urning investible resources into investment:urning investible resources into investment:
an example from Bolivia’an example from Bolivia’an example from Bolivia’an example from Bolivia’an example from Bolivia’s privatizations privatizations privatizations privatizations privatization

• The replacement of manual and similar
telephone exchanges with digital ones; and

• A five-fold increase in the number of public
telephone booths.

The privatization contract also obliged the
new owners of ENTEL’s to submit an updated
investment programme every three months, to
be verified by the telecommunication regulator
(SITTEL).

ENTEL enjoys exclusivity for long-
distance services and its cooperatives for local
services up to end-2001, on condition that it
meets the goals of expansion and service
improvement. These goals, too, are monitored
and certified by the telecommunication
regulator.

By March 2000, investment into ENTEL
had reached $469 million, i.e. more than 75 per
cent of the deposited amount.

Source:  Government of Bolivia.
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additional investments were fuelled by the
rapid transfer of new technologies to the new
affiliates (Hunya, 1997; Estrin, et al., 1995;
Carlin, et al., 1994; Rojec, 1997).  An UNCTAD
survey of Central and Eastern European
countries found that enterprises in the sample
increased their capital investments by 28 per
cent per year in the period preceding and 37
per cent per year in the period following
privatization.13   In Poland, there is evidence
from the early phase of privatization (1992-
1994) to suggest that investment outlays by
firms privatized to foreign owners were higher
and grew faster than in companies privatized
to local entrepreneurs (Dabrowski, 1996).

Post-M&A sequential investments
therefore reflect several factors, such as the need
to revive a run-down plant or to meet growing
demand.  But where an acquired company
needs restructuring and rationalization through
the elimination of inefficient activities and the
reduction of employment, there may be no new
investment, at least in the short-term.  In more
advanced host countries, an acquired firm may
be highly efficient and not in need of
modernization.  This may explain the weak
sequential investment in cross-border M&As
in Canada, as well as in other developed
countries, where such asset-seeking
investments are common (Chudy, Dery and
Zahavich, 2000).14

In the case of privatizations,
governments of host developing and transition
economies have sometimes sought
commitments from foreign investors to
undertake further investments in the future.
In telecommunication companies, performance
targets relating to the expansion and
modernization of public telecommunication
facilities and improved service quality are
generally a feature of privatization involving
a strategic investor. For example, Bolivia, the
Czech Republic, Latvia and South Africa, in
addition to reinvestment of the purchase price
in the privatized company, required future
commitments from strategic investors to satisfy
targets relating to network expansion,
modernization and service quality set in
advance by the governments (Eisenberg, 2000).
Such commitments are often made in exchange
for market or other privileges as well as a
reduction in the initial prices. It is also
customary for the investor to be made liable
for precisely calibrated penalties should it fail
to reach expansion and modernization goals.
Monetary penalties are, however, not intended

to be so draconian as to frustrate the policy
objective of expanding and modernizing the
public telecommunication network as soon as
practicable. Sometimes a non-monetary
penalty, such as a reduction in the exclusivity
period, is prescribed. A combination of
monetary and non-monetary penalties were
prescribed in the Czech Republic, Hungary and
South Africa (Eisenberg, 2000). The evidence
on the effectiveness of these commitments is
mixed. In some cases they did not work
(leading, nevertheless, to a reduction of the sale
price) while in others they did, for example in
Bolivia (box VI.5). It may well be that in some
cases sequential investment would have taken
place without these requirements, since, as
noted earlier, such investment is quite common
and sizeable in FDI related to privatization.
Experience suggests, however,  that most post-
privatization commitments in regulated
industries should be addressed through a well-
designed regulatory regime based on service
improvements expected from FDI rather than
on privatization covenants.

What of the effects of M&As and
greenfield FDI on the crowding out and crowding
in of domestic firms?  While an acquisition,
by definition, involves the transfer of assets
from local to foreign owners and so lowers the
level of domestic ownership in the firm, its
effects on other firms may or may not differ
from those of greenfield entry.  In final product
markets, FDI entering through either mode may
crowd out domestic firms if foreign affiliates
are more efficient than locally owned firms.
In fact, this may occur faster in the case of
greenfield FDI, where TNCs are more likely
to bring in newer technologies at the outset,
than in M&As that involve taking over existing
facilities.  On the other hand, the acquisition
of competitors in host economies can
strengthen the competitive position of the firms
involved, driving others out of the market (see
section E below).  This may more often be the
case in market-seeking acquisitions than in
asset- or efficiency-seeking ones. Crowding out
of local firms can also occur if a foreign firm
has privileged access to local factors (capital
and skills) relative to local competitors, but this
can occur with both modes of entry.

Case-study evidence on crowding out
at the economy level (which does not
distinguish between  greenfield and M&A FDI)
is inconclusive (UNCTAD, 1999a, pp. 172-173).
In a recent study covering 32 developing
countries (Agos�n and Mayer, 2000), 17 showed
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neutral effects, 9 showed crowding out, and 6
showed crowding in.  In general, therefore,
there is little reason to expect a systematic
difference with respect to crowding in and out
between the two modes of entry.

Greenfield FDI and M&As may differ
in their linkages with domestic suppliers, with
different indirect effects on stimulating
domestic entrepreneurship in intermediate
product markets.  An established local firm
tends to have stronger linkages with other firms
in the economy than a new foreign entrant as
it takes time to establish local supply relations;
these linkages are likely to persist after a merger
or acquisition and may well be strengthened.
A greenfield entrant, with long-standing supply
links through its parent firm with enterprises
overseas, may minimize transaction costs and
risks by continuing to source overseas. As its
information on the host country economy
grows, local suppliers upgrade and/or its
overseas suppliers undertake “follow on” FDI
in the host country, its supply chains within
the host country are likely to develop similarly
to those of an M&A entrant. But linkages may
not persist in acquired firms.  If the local
suppliers of an acquired firm turn out to be
costly, unable to meet the quality and delivery
needs of the acquirer or uneconomic to
upgrade, they may well be replaced by foreign
suppliers. In these circumstances, of course,
greenfield FDI will also source its inputs
abroad.  Over the longer term, there will
probably be no significant difference between
the local linkages established by either mode
of entry.

3.   Summary3.   Summary3.   Summary3.   Summary3.   Summary

External financial rExternal financial rExternal financial rExternal financial rExternal financial resouresouresouresouresourcescescescesces

• FDI through M&As can bring in capital
faster than greenfield investment does.
This may or may not be an advantage to
the host economy, depending, among
others, on how well the capital inflow is
managed from the macro-economic point
of view. M&As carry a higher risk of
reduced domestic (but not necessarily
total) savings, permitting higher
consumption with a possibility of
potential inflationary pressures on the host
economy.

• The financial implications of cross-border
M&As may be affected by the mispricing

of assets in a host economy; greenfield FDI
does not suffer from this.  M&As can
impose a cost on a host country when its
firms or their assets are sold to foreigners
“on the cheap” relative to their economic
value.  But, in some cases, there may be
economic gains for a host economy if the
alternative is bankruptcy and foreign
acquisitions save or restructure troubled
domestic firms.  In the latter case, FDI
through cross-border M&As performs a
function that greenfield FDI, by definition,
cannot perform.

• “Asset stripping” for short-term financial
gain is another potential cost of entry
through cross-border M&As. It can also
lead to a faster outflow of funds.

InvestmentInvestmentInvestmentInvestmentInvestment

• Differences between the two modes of
entry may arise from the way the financial
resources provided are used.  In greenfield
FDI, they are necessarily invested in the
plant set up by a TNC. Proceeds obtained
through cross-border M&As are fungible
and can be used for productive as well as
unproductive purposes.

• Over the longer term, both modes of entry
are likely to provide similar investment
inflows in similar situations.  Thus, even
in a case in which only cross-border M&As
are feasible, as with some privatizations,
there can be large sequential investments,
particularly in capital-intensive
enterprises like utilities that call for heavy
investment.

• There is no clearly discernible difference
between the two entry modes with respect
to the crowding in and crowding out of
domestic enterprises, though M&As are
likely to have more beneficial linkage
effects in the earlier phases of investment.

PoliciesPoliciesPoliciesPoliciesPolicies

• Where maximizing long-term capital
inflows is a policy objective, as when
investment opportunities are plentiful and
domestic savings fall short of investment
requirements, there may be little reason for
policies to differentiate between greenfield
FDI and cross-border M&As. In order to
make sure that sequential investment
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follows a foreign acquisition, some
countries have inserted future investment
commitments into privatization deals. As
noted, the evidence on the effectiveness of
these commitments is mixed. Countries
could also consider structuring incentives
in such a way that, following M&As, the
creation of additional productive capacity
by the new owners is encouraged.

• Countries could structure taxation rules in
such a manner that they encourage the
previous owners of firms sold in M&As to
reinvest the proceeds obtained in
productive capacities. In the case of
privatizations, the funds obtained from
foreign investors could be left with the
newly acquired firm for investment
purposes.

• Attracting the right kind of foreign partner
in a cross-border merger or acquisition is
important. Targeting may have a role to
play here.

• To obtain the best prices in privatizations,
a competitive and transparent tendering
process is crucial. Careful attention must
also be paid to the profile of the buyer and
the quality of the offer.

• Pricing problems can be minimized by
measures and institutions facilitating
corporate valuation, such as appropriate
accounting, reporting and auditing rules
and well-functioning capital markets.

• The interests of domestic minority
shareholders and other stakeholders need
to be protected.15  In particular, the host
country’s company law and stock-
exchange rules may need to be
strengthened to ensure that they include
adequate guarantees for minority
shareholders to be informed of and
participate in decisions to sell or merge,
including sufficient and timely
information on potential foreign buyers.
The minority shareholders’ rights to
dissent and to dispose of their shares need
also to be protected.

• To prevent asset stripping or other
corporate decisions that are likely to

jeopardize development objectives, e.g.
closures or relocation of productive
activities abroad, governments of host
countries can use such a device as “golden
shares”, which give them a veto over
certain kinds of corporate decisions.

• The negotiating process is critical to the
outcome of M&A deals — both private and
privatization-related.  In these negotiations,
negotiators from developing countries and
transition economies frequently face
powerful companies with considerable
legal and financial firepower.
Governments can help in two ways: by
providing technical advice and training
domestic negotiators in the art and
techniques of cross-border M&A
negotiations; and by providing financial
assistance to domestic firms to get the best
national and international advice on their
M&A deals.

• To help financially distressed but viable
local companies (and where no other
alternatives are available), governments
can use proactive measures to attract
specific types of M&A partners, such as
matchmaking, securing outstanding debts
or providing insurance for financial risks.

B.   TB.   TB.   TB.   TB.   Technologyechnologyechnologyechnologyechnology

Transforming and upgrading the
technologies used in production and
strengthening national technological
capabilities, including the capacity to innovate,
are major objectives of countries with respect
to their development process.  The transfer of
technology and its efficient application and
diffusion are therefore some of the most
important benefits sought by developing
countries from FDI (UNCTAD, 1999a).  TNCs
tend to be leading innovators.  They are leading
suppliers of technology to developing countries
and economies in transition, through FDI and
other (externalized) forms of transfer.  They
can also stimulate the development of
innovatory capacities in host economies,
thereby supplementing technology
development that takes place through R&D in
domestic firms and publicly funded institutions
(box VI.6).
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TTTTTechnology transferechnology transferechnology transferechnology transferechnology transfer..... Generally TNCs are
leading innovators in their industries. They
transfer technologies by internalized modes —
to the firms within their production systems,
including the foreign affiliates they control —
or externalized modes — to other firms, through
licensing, minority joint ventures,
subcontracting, strategic alliances or capital
goods sales. Internalized technology transfer
has the following characteristics:

• Generally TNCs transfer more modern and
productive technologies to their affiliates
than those available in host countries,
especially developing and transition
economies.  However, the nature of the
technology or process transferred reflects
both the conditions in each host economy
(wages, skills, supply capabilities, scale and
so on) and the motivations of the TNCs
concerned.  Advanced host countries receive
complex technologies or functions, while less
developed ones receive simple technologies
and processes.

• FDI may be a more expensive mode of
transfer than externalized modes (e.g.
licensing) where these are realistic
alternatives. The latest and most valuable
technologies, however, are not generally
available on licence.  Strategic inter-firm
technology alliances, which may vary in
form from equity joint ventures to
contractual agreements, are another means
by which technology transfers occur between
foreign and local firms. These, however,
mainly involve firms from developed
countries and more advanced developing
countries that have already built up some
technological knowledge and capabilities.
Moreover, firms in many host developing
countries may find it difficult to implement
efficiently even the mature technologies that
are available by licensing or other
contractual arrangements.  Countries may
therefore prefer FDI, as it provides the skills
and knowledge needed for efficient
implementation.  FDI can also provide other
benefits, such as export market access and
brand names, not available in arm’s-length
technology purchases.  And FDI can provide
an effective means of updating technologies
quickly, which is important for countries that
lack the ability to improve and innovate on
imported technologies. Taking these factors

into account, FDI may often prove to be the
cheapest long-term means of technology
transfer.

• The  techniques deployed in foreign affiliates
are geared to local capabilities and exploit
the existing comparative advantages of host
countries.  There is a risk that these
advantages may remain static if the host
economy does not strengthen its capabilities.
TNCs may also restrict the access of
particular affiliates to technology, in order
to minimize inter-affiliate competition.  They
may hold back the upgrading of affiliate
technology in line with growing local skills
and capabilities or invest insufficiently in
host country training and R&D, in
accordance with their global corporate
strategies.

• Foreign affiliates are generally in the
forefront of new management and
organizational techniques, quality
management standards, training and
marketing methods.

TTTTTechnologyechnologyechnologyechnologyechnology      difdifdifdifdiffusionfusionfusionfusionfusion.  There may be
positive spillover effects from foreign affiliates
to a host economy through four channels:

• Competition with local firms, stimulating
them to improve technological capabilities
and raise productivity;

• Cooperation between affiliates and local
suppliers and customers, stimulating
technology spillovers to vertically linked
firms and service providers;

• Labour mobility, particularly of highly
trained personnel, from foreign affiliates to
domestic firms including supply businesses
set up by former TNC employees, often with
the support of their former employers; and

• Proximity between foreign and local firms,
leading to personal contact,  reverse
engineering, imitation and the formation of
industrial clusters facilitating technological
upgrading in host countries.

TTTTTechnologyechnologyechnologyechnologyechnology     generationgenerationgenerationgenerationgeneration.  The impact of FDI
on innovation capacity in host developing
countries has so far been rather limited.  TNCs
tend to centralize R&D in their home countries

Box VI.6. FDI and the transferBox VI.6. FDI and the transferBox VI.6. FDI and the transferBox VI.6. FDI and the transferBox VI.6. FDI and the transfer, dif, dif, dif, dif, diffusion and generation of technologyfusion and generation of technologyfusion and generation of technologyfusion and generation of technologyfusion and generation of technology

/...
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1.  T1.  T1.  T1.  T1.  Technology transfer andechnology transfer andechnology transfer andechnology transfer andechnology transfer and
upgradingupgradingupgradingupgradingupgrading

To the extent that foreign investors enter
a country to undertake value-adding activity
in which they have a lasting interest, there is
no reason to expect the mode of entry to make
a major difference to the technology transfer
involved.  They would be interested in
operating efficiently in either case and would
presumably do whatever is needed in
technological terms to ensure this.  However,
other things remaining the same, since a
takeover involves working with an existing
facility and a greenfield investment setting up
a new one, the latter is more likely to involve
newer equipment and work practices from
inception.16   This may mean that affiliates
established through cross-border M&As have
older technologies to start with, though this
need not mean that these are less desirable.
For instance, technologies in an acquired firm
may be better adapted to the local environment
or have a stronger learning base that allows
them to be used more efficiently. Where the
acquired firm has obsolete or inefficient
equipment, the acquirer is very likely to inject
new equipment, technologies and production
methods to make it competitive.

In most developing countries and
economies in transition, cross-border M&As,
especially by developed-country TNCs, are
likely to raise the level of hard and soft
technologies and the related capabilities of
acquired firms, because of the greater
technological strengths that foreign investors
usually have.  Even in developed countries,
where technological differences between M&A
partners are relatively small, it has been
observed that M&As tend to increase the
productivity of acquired firms (Caves, 1998,17

p. 1963; Mod�n, 1998).  In developing countries,
where the technological differences between
domestic firms and foreign acquirers are often
large, the impact on the acquired firm is likely
to be correspondingly larger.  However, the
nature of the host economy, the activity
concerned and the motivation of the investor
will all make a difference to the technology
transfer and upgrading that occur.  The more
open to international competition a host
economy, or the more export-oriented the
activity in question, the stronger is this effect
likely to be.  Similarly, the stronger the skill
and technology base in a host economy and
the greater the receptiveness of acquired firms,
the faster and more effective will the transfers
be.  Needless to say, if M&As are not efficiently
carried out because of the inadequate

Box VI.6. FDI and the transferBox VI.6. FDI and the transferBox VI.6. FDI and the transferBox VI.6. FDI and the transferBox VI.6. FDI and the transfer, dif, dif, dif, dif, diffusion and generation of technology (concluded)fusion and generation of technology (concluded)fusion and generation of technology (concluded)fusion and generation of technology (concluded)fusion and generation of technology (concluded)

and a few other advanced industrial countries,
so as to reap economies of scale and linkages
with technology and research centres.
Developing countries attract only marginal
shares of foreign affiliate research, and much
of what they get relates to production
(adaptation and technical support) rather than
innovation.  Still, in recent years, TNCs have
located some strategic R&D in developing
countries that have the required human
resources.

In sum, the content of technology transfers
by TNCs to their foreign affiliates in developing
countries depends on the nature of the industry,
the pace of technical change, and conditions in
the host economy (the trade and competition
regime and local skills and capabilities).  The
extent of spillovers to other domestic
enterprises depends on technological and other

capabilities in the host economy, particularly
among suppliers, and the strength of local
technology institutions. Where local supply
capabilities are low, spillovers will also be low.
This may change over time as local capabilities
increase and foreign affiliates gain familiarity
with suppliers, taking on local flavour.  The
intensity of the spillover impact of FDI through
competition will depend on the openness of the
economy, domestic competition policy and the
ability of local firms to take up competitive
challenges and to restructure.  The impact of
FDI on the capacity of developing countries to
innovate is low, because, with few exceptions,
developing countries attract very small shares
of TNCs’ R&D. All these economic factors being
given, TNCs will differ among themselves in
their technological trajectories for reasons of
corporate strategy.

Source:  UNCTAD, 1999a.
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assessment of technological complementarities,
the benefits will be reduced or negated.  Where
the merging of two companies takes a long time,
the benefits will take that much longer to
realize.

There is one vital difference between
the two modes of entry as regards the
technology transfer and upgrading that may
occur:  M&As involve existing local firms directly,
albeit under new ownership, while greenfield
investments do not.  The impact of the latter on
other local firms’ technology (through, e.g.
competition and demonstration) is thus slower.
Where the technological gap between foreign
entrants and domestic firms is large, greenfield
FDI may in fact drive some existing domestic
firms out of the market.  In that situation, to
the extent that countries prefer to preserve
capabilities already built up in local firms, they
might prefer M&As.  There may then be a case
for incentives for M&As that save and
strengthen technological capabilities in host
country firms, similar to incentives to greenfield
FDI that brings in new technologies.

As for upgrading technologies over time,
much depends on the status of an acquired firm
at the time ownership is transferred.  If it needs
considerable upgrading to bring it  to
competitive levels, there is likely to be relatively
rapid change, as compared to a foreign
greenfield facility near technical frontiers.  On
the other hand, if a facility is already technically
efficient, there may be little upgrading for some
time; in the long run, upgrading will occur in
line with overall changes in the technical
capabilities of a TNC and the position of the
affiliate in its strategy and structure.  Where
an acquisition is made to access local
technology, no upgrading may take place in
the acquired firm, although it might occur in
other facilities owned by the TNC.  For
example, in the Chilean mining industry, in
which domestic and foreign firms already had
modern technologies, there was little
upgrading following cross-border M&As in the
1990s (Riveros, et al., 1995).  On the other hand,
in Swedish TNCs that acquired foreign firms
to gain access to R&D in the latter, knowledge
flows vis-à-vis the foreign acquisitions were
found to be reciprocal, with flows to the
acquired firm preceding those in the opposite
direction (Bresman, et al., 1999).  Upgrading
in foreign affiliates established through
acquisition may be slow where an acquired firm
suffers from organizational “inertia” and its

integration into     the TNC’s system takes time;
its inherited capabilities and habits can make
it difficult for a new owner to introduce new
technologies.

Apart from these considerations,
however, the technological upgrading of
affiliates over time should not differ much by
mode of entry.  The process depends more on
the market orientation of the investment, local
skills and capabilities in the host country, and
corporate strategies (UNCTAD, 1999a) .
Evidence for Asia (Zhan and Ozawa, 2000),
some Latin American countries (Argentina:
Chudnovsky, et al., 1995; Mexican car industry:
Mortimore, 1998) and Central and Eastern
Europe (Zempl�nerov� and Jarolim, 2000) shows
that FDI through cross-border M&As can lead
to considerable technological upgrading.  Such
upgrading also occurred in foreign acquisitions
in Sweden, according to a study of a sample
of firms covering selected years during the
period 1980-1994 (Mod�n, 1998).  Foreign
acquisitions increased both the labour and the
total factor productivity of the acquired firms;
moreover, the productivity improvements in
them were greater than those observed in
locally acquired firms.

The transfer of soft technologies,
including management and organizational
practices, is an important aspect of knowledge
transfer within TNCs.  Evidence from several
studies suggests that foreign investors
introduce new or improved management
techniques to acquired firms (Allard and
Lundborg, 1998, p. 45).  This seems to be of
particular importance in acquisitions of state-
owned enterprises, including service providers.
In Argentina, for instance, the principal
contributions of foreign acquirers of gas and,
to a lesser extent, electricity utilities lie in the
organization of the new enterprises
(Chudnovsky, et al., 1995, p. 10).  Improved
practices for effective corporate governance
may also be transferred when acquisitions are
made by TNCs from countries with well-
developed private sectors and governance
systems.  At the same time, differences between
the management styles of the acquired and the
acquirer may create problems, since these need
more time to be harmonized. It has been noted
that successful acquisitions are often
distinguished by the respect accorded to the
local management culture (Allard and
Lundborg, 1998).   Finally, as regards
management as well as other aspects, the scope
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and direction of technology transfer and
upgrading will depend upon the roles assigned
to firms after acquisition, with some becoming
more restricted due to specialization within the
global systems of the acquirers while other
become centres of excellence for a particular
product or function.

2 . T2 . T2 . T2 . T2 . Technology difechnology difechnology difechnology difechnology diffusionfusionfusionfusionfusion

From the viewpoint of host-country
development, what matters is not just the
transfer of technology to foreign affiliates, but
also, and more importantly, the wider
dissemination of the technologies from those
affiliates to other parts of the local economy.
The local diffusion of technology by foreign
affiliates depends on their linkages with the
local economy and the spillovers captured by
the local economy.  If existing linkages by
acquired firms are efficient, TNCs are likely
to retain and strengthen them.  Foreign affiliates
established through M&As are likely to have
stronger local links than greenfield FDI, which
will take time and effort to develop such
linkages.  While this is true in the short- to
medium-term, it may also be true in the long-
term, because of the cumulative effects of
building capabilities, contacts and trust.  Thus,
FDI through M&As may lead to a better
diffusion of technology transferred by TNCs
than FDI in greenfield sites. For example, in
Swedish TNCs (Andersson, et al., 1996) and
in foreign affiliates in some Central and Eastern
European countries (Szanyi, 2000), greenfield
foreign affiliates have been found to import
more intermediate inputs from home countries
than acquired firms. In the case of Swedish
foreign affiliates, moreover, the difference
between the two groups studied     did not
diminish over time.  If, on the other hand, the
local linkages of acquired firms are weak or
inefficient, M&As will lead to a switching of
supply chains abroad, with lower diffusion of
new technologies locally. This case, however,
will be no different from that of a greenfield
investment sourcing overseas.

Policy efforts to strengthen linkages
(and thereby technology diffusion) by imposing
local content requirements are relevant to FDI
through M&As, as well as greenfield projects.
Their relevance is, however, constrained by
their potential for distorting resource allocation
and by the TRIMs agreement within WTO,
which generally prohibits the imposition of
certain performance requirements on foreign

investors. Policies focusing on strengthening
local supplier (and distributor) capabilities and,
in particular, on inducing TNCs to retain
existing linkages can, however, contribute to
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allow for more rapid technology upgrading and
release valuable human resources for other
uses. Where local R&D is economic, however,
and reduced by TNCs for strategic reasons
(because it duplicates R&D elsewhere or does
not suit their product or location strategy), it
can be harmful for a host economy. This
eliminates valuable capabilities built up with
considerable effort and pulls the country down
the technological ladder.

At the same time, where local R&D is
economic, there is little reason to expect that
acquiring TNCs in many industries will reduce
it unless it duplicates what is being done
elsewhere.  TNCs tend to value a broad range
of technological activity, aimed to suit different
conditions and markets.  The cost of R&D of
certain kinds can be much lower in affiliates
in developing countries or transition economies
than in developed countries because of the
lower costs of obtaining certain types of
scientific and technical personnel.18      Thus,
TNCs can efficiently locate segments of R&D
activity that suit the endowments of host
economies and the competitive strengths of
affiliates in them. In the case of efficiency-
seeking or created-asset-seeking FDI, the
acquisition of a firm with R&D capabilities can
save the time and effort needed to build such
capabilities from scratch. TNCs can then use
the human and knowledge resources at their
disposal to enhance the quality of existing R&D
and integrate it into their larger research
systems.

All this suggests that it would be
rational for TNCs to increase R&D in acquired
firms with prior R&D capabilities, especially
if the motivation is efficiency-seeking or asset-
seeking, although with the possibility of  greater
specialization in the context of their global
systems and strategies. Where the host
economy has other efficient sources of
innovative activity, TNCs can use their local
R&D facilities to monitor and tap into those
sources.  A greenfield affiliate in an economy
with strong human resources may also invest
in R&D, but this is likely to take much longer
to develop.  The greenfield affiliate may also
attract trained researchers away from other
facilities in a host country.

Systematic evidence is lacking, but
there are examples of both decreasing and
increasing R&D in acquired affiliates with R&D
capabilities.  For example, R&D in several
acquired enterprises in Latin America has been

wound up or downscaled as production was
reoriented towards less technology-intensive
activities. In Hungary, on the other hand, when
General Electric acquired Tungsram, it initially
cut the latter’s R&D activities, but later resumed
and strengthened them.19   In the Republic of
Korea, the acquisition by Volvo of a unit from
Samsung not only saved this unit from an
uncertain future but also created the potential
to turn it into a centre of excellence with a world
product mandate from Volvo (box VI.7).
Government policies can play a role in
influencing the outcome, by either influencing
the choice of the foreign partner (say, in a
privatization or acquisition of a major private
firm) or the acquirer ’s decision on locating
technological activity (through incentives or
persuasion).

Does the mode of entry make a
difference to TNC investment in local
technological activity?  Given local skills, factor
prices and institutions, would an investor who
downgrades an acquired firm’s technological
activity undertake R&D in a greenfield affiliate?
There is no strong a priori reason to expect this.
It is unlikely that a TNC would close down
efficient R&D in an acquired firm but would
launch R&D in a new affiliate in the same
setting.  As noted, the opposite is likely because
of the learning costs involved.

In the context of developed countries,
it has been suggested that, when there are
strong market, product, technological and
organizational complementarities, M&As
improve the technological performance of
TNCs     (Hagedoorn and Duysters, 2000).  When
both     the acquiring and acquired firms are
highly research-oriented and their resources
complementary, M&As lead to increases in
research output per researcher.  This need not
mean, of course, that R&D in the acquired firms
necessarily increases. Furthermore, M&As can
lead to a reduction of R&D in acquired firms
if there is duplication of R&D or few
complementarities between the acquired and
acquiring firms. Where an acquired firm is well
below the technological frontier, its R&D
activity may be reoriented towards absorbing
and improving existing technologies; this may
lead to lower R&D spending, while raising its
efficacy.  Purely financial mergers, where the
acquirer lacks the necessary technological
capability or is not committed to technological
excellence, may also lead to R&D reductions
(Hagedoorn and Duysters, 2000).
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The foreign acquisition of a local
technological leader raises fear that the acquiring
TNC will “strip”  the local firm of its
technological assets and innovatory activities
to transfer them overseas, depriving the local
economy of the revenues, spillovers and
linkages that such assets and activities generate.
This is one major reason why many developed
countries seek to prevent the takeover of
“national champions”.  The urge to protect
champions is particularly strong in defence and
other strategic technologies with strong linkage
and spillover benefits.  The risk of losing
strategic assets in this way is certainly real,
especially when the technology has strong
spillover effects on other products and activities
and these are captured by overseas firms.  As
noted, however, TNCs acquiring techno-
logically strong firms tend to preserve their
R&D capabilities and links with local
technological sources even if they exploit their
proprietary technologies for their own benefit.
Indeed, it is in their interest to strengthen these
capabilities by integrating them into their own
research networks.  This follows from the logic
of asset-seeking FDI (Dunning, 1993), which
is an increasingly important motive for outward
FDI in developed countries (UNCTAD, 1998a).

Studies of acquisitions by TNCs in some
developed countries support this reasoning.
In Sweden, there was no “stripping” of R&D-
related technological assets in a sample of
acquired firms covering the period 1980-1994;
on the contrary, R&D was strengthened in the
acquired firms (Mod�n, 1998).  Similarly, foreign
acquisitions of R&D-oriented Danish firms led
mainly to a strengthening of their R&D assets
(Pedersen and Valentin, 1996, p. 171).  Another
study of Swedish TNCs, mentioned earlier, that
examined acquisitions made mainly to gain
access to the R&D of the acquired units, throws
light on knowledge transfer in cross-border
M&As.  In the early stages of an acquisition,
knowledge transfer was mostly one way, from
the acquiring to the acquired unit. Over time,
the transfer became more reciprocal and shifted
from relatively articulated technologies (e.g.
patents) to more tacit flows.  The facilitators
of knowledge transfers included
telecommunication, visits and meetings
(Bresman, et al., 1999).

While these findings apply primarily
to M&As in the developed world, they are also
relevant to some newly industrializing
economies.  Technology-seeking firms from

As a result of the Asian financial crisis,
the Korean conglomerate (chaebol) Samsung
Group decided in 1997 to divest from its loss-
making and debt-ridden construction
equipment division, Samsung Heavy
Industries, and concentrate on shipbuilding
and plant construction.a  This would
immediately enable the company to reduce its
high debt-equity ratio and invest part of the
proceeds into its core business.

Volvo Group of Sweden bought
Samsung Heavy Industries in May 1998 for
$500 million, saving it from an uncertain future.
Moreover, Volvo decided to make the acquired
company (re-named Volvo Construction
Equipment Korea Co.) its global centre of

Box VI.7.  TBox VI.7.  TBox VI.7.  TBox VI.7.  TBox VI.7.  Turning an ailing unit into a centre of excellence:urning an ailing unit into a centre of excellence:urning an ailing unit into a centre of excellence:urning an ailing unit into a centre of excellence:urning an ailing unit into a centre of excellence:
VVVVVolvo’olvo’olvo’olvo’olvo’s acquisition of Samsung’s acquisition of Samsung’s acquisition of Samsung’s acquisition of Samsung’s acquisition of Samsung’s construction equipment divisions construction equipment divisions construction equipment divisions construction equipment divisions construction equipment division

excellence for excavators. In the longer term,
Volvo also intends to transform Volvo Korea
into a global research and production centre
for construction equipment in Asia and the
world. In order to achieve these objectives,
Volvo plans to set up a new R&D centre in the
Republic of Korea whose task would be to
develop new products, modify existing
products and develop core parts for various
other products. In April 1999, Volvo closed
some plants in Sweden and Germany and
transferred the production to its Changwon
Plant in the Republic of Korea. In 1999 alone,
Volvo invested an additional $200 million to
strengthen its operations in the Republic of
Korea.

Source:   Jung, 2000.
a In a separate deal, Samsung also sold its fork lift truck business to Clark Equipment Co. of the United

States for $30 million.
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Mexico, the Republic of Korea, Taiwan Province
of China and other developing economies have
been acquiring firms with strong technological
assets in developed countries (particularly in
Silicon Valley).  Such M&As have boosted the
technological base of the acquiring firms
without apparent damage to the host
economies.  Recently, technology seeking
M&As have also been undertaken by
developed-country TNCs in the Republic of
Korea (Zhan and Ozawa, 2000).

Notwithstanding the evidence cited
above — and given the limited nature of
available evidence in this regard and, in
particular, the broader context of globalization
and the greater opportunities open to TNCs
to switch the location of various functions —
the possible loss of (or decrease in) viable or
promising R&D activities in host countries
cannot be overlooked.  Policy-makers may
consider measures to preserve local R&D
activities, particularly on grounds of infant
technology development. In cases where firms
with high R&D potential are offered for
purchase by foreign investors, measures could
be taken to encourage R&D in acquired firms
after a change of ownership.  This is particularly
important in cases in which firms slated for
acquisition are at the forefront of R&D activity.
The objective should not necessarily always
be to maintain local R&D regardless of cost;
when local efforts cannot keep up with
international frontiers or the longer-term
chances of maintaining a successful local
capability are slim, it may be more economical
to let local R&D disappear.  It is not easy to
pick winners and losers, least of all  in
technology generation.  Nevertheless, if a sound
economic case can be made, governments may
try to influence foreign acquirers to preserve
established innovatory activities in important
areas by means of carefully crafted financial
incentives or public-private sector cooperation.

4.   Summary4.   Summary4.   Summary4.   Summary4.   Summary

TTTTTechnology transferechnology transferechnology transferechnology transferechnology transfer

• Both modes of entry can lead to similar
technology transfers and upgrading in
affiliates established through FDI. The
content of the transfer depends on the
needs of the acquired companies in a given
context of local factor endowments,
market conditions and affiliate orientation.

• One difference between the modes of entry
lies in the speed of implementation. This
depends in turn on the efficiency with
which M&As are conducted and the
absorptive capacity of the local
enterprises.  The greater the technological
strengths and capabilities of acquired
firms and the better managed the M&A
process, the greater the likelihood that
acquisitions would contribute to a rapid
build-up of technological competence and
activity.

• Greenfield FDI may transfer newer
equipment and technology at inception,
but entry through M&As may also be
followed by technology transfers to
foreign affiliates.  Foreign affiliates
established through M&As may, moreover,
be able to absorb technologies faster
because of capabilities already existing in
the acquired firms.  Much depends on the
original technological status of the
acquired enterprise.

• M&As can offer the benefit of involving
local acquired enterprises directly in the
technology transfer and upgrading,
including soft technologies and especially
improved organizational and managerial
practices, while greenfield FDI does not:
it transfers technology to a new affiliate
and affects local firms through linkages
and spillovers. The former may, therefore,
be  preferable in terms of saving and
upgrading existing capabilities.

DifDifDifDifDiffusionfusionfusionfusionfusion

• The greater the capabilities and human-
resource development in a host country,
the more likely is diffusion to take place
through linkages and spillovers from
foreign affiliates, regardless of mode of
entry.

• M&As may diffuse technology faster
because their linkages are likely to be
stronger.

InnovationInnovationInnovationInnovationInnovation

• Innovative activity may be downgraded
by M&As in countries in which it is
lagging behind world frontiers, but is
likely to be enhanced where it is actually
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or potentially efficient.  There may,
however, be situations in which an
acquiring TNC’s location strategy leads it
to scrap significant R&D activity in a host
country even if it is efficient.

• Where good R&D capabilities exist, M&As
may be able to tap them faster than
greenfield investments.  However, where
an acquired firm suffers from significant
technological inertia, the process may turn
out to be slower.

• The stripping of technological assets by
M&As is a risk, although probably a small
one in most developing and transition
economies.

PoliciesPoliciesPoliciesPoliciesPolicies

• Within the context of an overall national
technology policy, there may be a case for
providing incentives to foreign acquirers
that save and strengthen existing
capabilities and firms, similar to the
“pioneer” incentives provided by many
countries to greenfield investors who
bring valuable new technologies or
export-oriented facilities. This should not
involve actively discouraging greenfield
entry, but only making takeovers more
beneficial.

• On the R&D front, a government may
consider encouraging the preservation of
efficient local activity (particularly in
strategic industries) through approximate
negotiations with acquirers and by
offering incentives.

• The stimulation of local diffusion needs
policies to strengthen skills and
technology support systems for supplier
industries and competitors. It may be
desirable to offer special incentives to
investors that preserve and increase local
supply and other linkages.

C.    Employment and skillsC.    Employment and skillsC.    Employment and skillsC.    Employment and skillsC.    Employment and skills

Unemployment and a concentration of
large numbers of workers in low-wage
employment, with poor and insecure
conditions of work, continue to plague most
developing countries and economies in
transition.  Increasing gainful employment and

shifting it towards higher-quality jobs are
important to the development of these
countries as is improving workers’ skills.  FDI
affects the quantity and quality of employment
and the development of skills in a number of
ways (box VI.8).

1.   Employment quantity1.   Employment quantity1.   Employment quantity1.   Employment quantity1.   Employment quantity

The direct impact of FDI through cross-
border M&As on the quantity of employment
is likely to differ markedly from that of
greenfield FDI, especially at entry and in the
short-term thereafter.  A greenfield investment
generates new employment, while an
acquisition transfers responsibility for existing
employees — who may then be laid off by the
new owner. Lay-offs are likely for three main
reasons: rationalizing and eliminating
duplication, enhancing efficiency (particularly
in privatized enterprises), and reducing excess
capacity. Of course, the opposite might also
happen, leading to increased employment.  In
the longer-term, employment in foreign
affiliates acquired through M&As is likely to
increase if the restructuring and integration that
follows the acquisition is successful.

Employment effects are likely to vary
according to the motivation of the foreign
acquirer and the characteristics of the acquired
firm.20   A simple classification of motivations
suggests the following:

• In market-seeking cross-border M&As,
where TNCs acquire firms to access
domestic or regional markets or
international marketing networks, the
direct effect on employment is likely to be
neutral or positive in the short- to
medium-term.  A TNC is likely to retain
the existing workforce to cater to its newly
acquired market, and to raise employment
if the market grows or if the affiliate
increases its market share.  Acquisitions by
TNCs in the food industry in Costa Rica,
for example,  led to increased employment
in some firms.21

• In strategic-asset-seeking M&As, TNCs also
tend to maintain employment in acquired
firms if, as is likely, the employees of these
firms have valuable skills and capabilities.
If M&As lead to productive synergies
between the parties, operations are likely
to expand and raise employment.22
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The quantitativequantitativequantitativequantitativequantitative effects of FDI on the
volume of employment in a host country can
be summarized as follows:

• FDI may increase employment directly by
setting up new foreign affiliates or
expanding existing affiliates, and indirectly
by stimulating additional employment in
suppliers and distributors (depending on the
intensity of local linkages).  In the medium-
term, employment can also rise through
multiplier effects from the new income
generated by FDI or through the increased
demand stimulated by improved efficiency
and restructuring of competing firms.

• FDI can preserve     employment by acquiring
and restructuring firms that would otherwise
go bankrupt.

• FDI decreases employment through the
divestment and closure of foreign affiliates,
the liberalization of protected (inefficient)
activities, changes in parent company
strategies, mergers between parent
companies in home countries, or the
restructuring of newly acquired firms in host
countries with corresponding indirect effects.

The qualitativequalitativequalitativequalitativequalitative  impacts of FDI on
employment (on wages, job security and
conditions of work, such as health and safety
standards, hours of work and workers’ rights),
include the following:

• WWWWWagesagesagesagesages .....  Foreign affiliates generally pay
higher wages than domestic firms in similar
activities. The difference is more marked in
industries that demand higher levels of
skills, technology and marketing and in
export-oriented activities that need to ensure
consistent quality and timely delivery.
However, some export-oriented affiliates
(especially those of TNCs from developing
countries) may pay low wages because their
raison d’être is tapping low-wage labour in
simple assembly activities.

• JoJoJoJoJob securityb securityb securityb securityb security.....  Foreign affiliates tend to offer
greater job security because of their size,
competitive strength and need for a stable
workforce.  Investors, however, motivated by
low wages offer insecure employment, since
they can move to other countries as wages rise.
New forms of work organization imported
from home countries may also result in
greater insecurity.

Box VI.8. FDI, employment and skillsBox VI.8. FDI, employment and skillsBox VI.8. FDI, employment and skillsBox VI.8. FDI, employment and skillsBox VI.8. FDI, employment and skills

• Other conditions of workOther conditions of workOther conditions of workOther conditions of workOther conditions of work .....  Working
conditions in foreign affiliates are generally
better than in local firms. In particular, large
and visible TNCs tend to comply with local
and international standards and even with
the labour standards in their home countries.
This may not, however, be the case in low-
end, labour-intensive industries.

In the area of skillsskillsskillsskillsskills, TNCs tend to upgrade
employee skills in host countries by investing
in training.  Employees may leave foreign
affiliates and carry their skills to other firms or
set up their own firms.  Generally TNCs  induce
or support local suppliers to train workers to
meet their quality standards and influence local
competitors or unrelated firms to emulate their
training practices.  They may also interact with
local education and training institutions to
improve practices, curricula and links with
industry.  Affiliates of firms on the frontiers of
human-resource management are generally
better at providing training than local firms.
However, TNCs investing to take advantage of
low-cost labour may do relatively little training,
though they may still raise supervisory or
technical skills to meet the standards of export
markets.  Skill upgrading feeds back into TNC
activity:  TNCs react to the availability of skills
by raising the technological content of their
investments, contributing to further learning
and skill creation.

What determines the frequency, scope and
intensity of these effects in a host country?  The
quantity of employment generated by FDI
depends on the amount of net investment in
new production activity, the nature of the
activity (whether labour-intensive or capital-
intensive) and the technology transferred. It
also depends on market orientation.  In market-
seeking FDI, the size of a host-country market
limits the amount of investment and hence
employment, while in export-oriented FDI the
market can be much larger and the potential
for direct and indirect employment generation
greater.  Employment quality is also affected
by the level of education and labour markets
in a host economy and the activity and
technology of the affiliate.  In general, the more
efficient the labour markets and the higher the
skill levels in a host economy, the greater the
chances of attracting FDI associated with high
employment quality and good training
practices.

Source:  UNCTAD, 1999a.
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• In efficiency-seeking M&As, where the
acquired firms have low costs and the
likelihood of improving technical
efficiency or finding various synergies
with the acquirers, the outcome will vary
according to the technological status of the
acquired firm, the extent of employment
duplication between the acquired firm and
the rest of the TNC, the trend of the market
and the global strategy of the acquiring
TNC. Acquired firms with poor
technology or management or with
substantial excess capacity are likely to
lose employees as they are restructured.
Those offering synergies may suffer some
losses as duplicated functions are
eliminated, but this may be offset by the
strengthening of other functions, and
employment may increase.  Overall, the
horizontal mega-mergers of the 1990s have
led to considerable downsizing to realize
synergies and focus on core competencies
(Kang and Johansson, 2000, p.16).  M&As
in the world automotive industry during
the 1990s have been followed by cuts in
employment despite an increase in
output.23   In this industry, restructuring
to improve efficiency in the context of
global over-capacity has been taking place
across the board, and greenfield FDI is less
and less of an option for firms and
countries that have established production
capacity. M&As in the financial-service
industries have also led to lay-offs. In
Brazil, for example, the acquisition of local
banks by foreign firms resulted in
significant lay-offs (Vidotto, 1999).  Staff
reductions also followed the acquisitions
of a number of Thai banks by foreign
investors in the context of the recent
financial crisis.24

• Cross-border M&As driven primarily by
short-term financial considerations may
have employment-reducing effects when
restructuring is required and when
financial markets or the managers in the
home country treat post-acquisition
employment reduction as an indication of
restructuring. In other words, information
on lay-offs can substitute for more detailed
technical information (that markets may
not have) on restructuring.  This can create
incentives for acquirers to undertake
technically unnecessary redundancies
where the need for signals is very strong.

Acquisitions driven by the quest for short-
term financial gains may also lead to
unemployment if gains are sought through
asset stripping and the dismantling of
production units. On the other hand,
where the acquired firm is profitable and
dynamic and M&As are a form of portfolio
diversification, firms can show increasing
employment because they now have more
resources to invest.

Cross-border acquisitions in
privatizations often lead to lay-offs after (and
in some cases, before) the change of ownership.
This was the case with the recent privatizations
of electric power generation and distribution
in Latin America involving the Spanish firm
Endesa (ECLAC, 2000, p. 154),  and the
privatizations of telecommunication services
in several developing countries and economies
in transition.25  Another example, this time from
Asia, is that of the Manila Water Works,
acquired by two TNCs in 1997; employment
dropped from 7,370 to 4,580 employees (PSI,
2000).

In Central and Eastern Europe, where
state-owned enterprises accounted for half or
more of total employment prior to the onset
of transition, privatization to cross-border
investors (as well as to domestic ones) and the
restructuring that followed led to large
employment cuts in the acquired enterprises.
A 1999 UNCTAD survey of the pre- and post-
privatization performance of 23 major
companies acquired by foreign investors in
seven countries of Central and Eastern Europe
found that employment in the enterprises
decreased before as well as after
privatization.26   Nevertheless, the rate of
decrease of employment in privatized
enterprises was often smaller than the general
rate of decline in employment in these countries
and was more pronounced in the period
preceding privatization. This suggests that
other employers were less successful than
foreign investors in preserving jobs, or that
foreign investors acquired the more efficient
of the privatized enterprises. There are inter-
country differences in Central and Eastern
Europe in the extent of employment reduction
following privatization.  Reductions of staff
and sales of non-core businesses were more
frequent in the early stage of privatization in
the Czech Republic than in Poland and
Hungary (Rojec, 1995).
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The immediate loss of employment
following an acquisition may not be a net loss
to an economy if the local firm was in
competitive difficulties and would have gone
bankrupt in the absence of an acquisition.  FDI
entry through M&As in this case represents a
conservation of employment even if the numbers
employed are smaller than before.  In crisis or
transition economies, the employment
conservation effect of cross-border M&As may
be quite strong (Zhan and Ozawa, 2000; Hunya
and Kalotay, 2000). For example, a study of
early privatizations in Poland found that 90
per cent of foreign investors changed the
organizational structure of the enterprises they
bought, but only 20 per cent reduced
employment (Jermakowicz, 1994). Employment
also remained unchanged following
privatization, according to a study on foreign-
owned enterprises in Slovenia (Rojec, 1997).

Once the initial adjustment after
privatization has been made, employment
might well increase.  This happened, for
example, in the telecommunication industries
of some developing countries.  Growing
markets, or increased demand, stimulated by
lower post-acquisition prices for the products
of privatized enterprises, can stimulate
sequential investments leading to employment
generation side-by-side with productivity
increases. In the Czech Republic, Hungary and
Poland, downsizing was often followed by
large new investments and employment
remained stable or increased (Hunya, 1997).

The indirect employment effects of M&As
include effects on employment in other firms
in the economy through linkages and through
the “crowding out” or “crowding in” of
domestic enterprises (UNCTAD, 1994a;
UNCTAD, 1999a).  As discussed in section B,
if linkages in acquired firms are strong and
internationally competitive, they are likely to
be retained and strengthened by acquiring
TNCs; this would lead to employment in
supplier firms being maintained or increased.
If linkages are weak or inefficient, there will
be a switch to new sources, leading to a
reduction of employment in former suppliers.
This may be compensated for by an increase
of employment in other suppliers if the switch
is within the host economy.  If the switch is to
imports, however, there would be a larger loss
of employment.  In comparison with greenfield
FDI, however, it is not clear that there is a net

loss of employment. Greenfield investors
would tend to rely on foreign suppliers to a
greater extent, especially in the initial phase
of their operations.  Furthermore, even without
foreign entry, inefficient local suppliers would
lose ground if the economy opens up to
competing imports.  International competition
would force all firms, local and foreign, to
switch to the most economical sources.

As far as crowding in and out of local
firms goes, the effects on employment can vary.
In a saturated domestic market, a greenfield
investment (once it is fully operational), if
successful, will necessarily reduce employment
in competing firms, while an acquisition of
existing capacity will not.  When domestic firms
merge to strengthen their competitive position
vis-à-vis incoming foreign competitors, there
may be layoffs in these firms.  On the other
hand, if the market has excess or growing
demand, domestic-market-oriented greenfield
investment can flourish along with existing
firms and add to employment in net terms.  In
such markets, firms entering through M&As
will also expand their operations through
sequential investments, adding to employment.
In other words, M&As and greenfield FDI are
unlikely to differ in their indirect employment
effects, apart from short-term adjustment
effects.  In the case of export-oriented
investments, the indirect effects of both modes
on employment are again likely to be similar,
since production is not constrained by domestic
market size and demand.

The effects of M&As on employment
quantity also raise broader economic issues.
If a host economy has efficient labour markets
and is expanding so that laid-off employees
are quickly absorbed elsewhere, redundancies
in any particular activity do not matter that
much.  Indeed, firm turnover and labour
movement are a necessary, though often
painful, feature of a dynamic economic change.
It is when labour market conditions do not
allow for rapid adjustments or when there are
few other opportunities for employment that
redundancies in particular firms raise social
and economic problems.  In developing
countries characterized by high unemployment,
insufficient training, infrastructure and lack of
resources to upgrade workers’ skills, these
problems can be acute and the cost particularly
high in terms of unemployment.
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Problems caused by lay-offs following
cross-border M&As call for government
policies and measures by employers and trade
unions to minimise the hardships and
adjustment costs faced by wage-earners.  One
important step is to ensure that early
consultations with worker representatives take
place to discuss the reasons for any proposed
M&As or privatizations and address the
concerns and needs of workers.  This is
important not least because M&As increase
anxiety over job security at all  levels,
highlighting the need for timely information
and consultation.  There is increasing
recognition among countries, trade unions and
company managers that consultations with
employees in these situations are a corporate
duty.  A number of international labour
instruments — notably the ILO Tripartite
Declaration on Multinational Enterprises and
Social Policy and the employment chapter of
the OECD Guidelines for Multinational
Enterprises — also call for such consultations
(box VI.9). The European Union goes further
in protecting employee’s rights in the event
of M&As (box VI.10).

In some cases of cross-border M&As
in developing and transition economies, future
commitments on employment, at least for a
few years after a cross-border acquisition or
privatization, are negotiated.  This may be
particularly important where social safety nets
are weak or non-existent. For example, in
Poland, the acquisition of two telecom-
munication equipment manufacturers by
Siemens guaranteed continued employment of
100 per cent (in one acquisition) and 75 per
cent (in the other), but only for 18 months
(Floyd, 2000, p. 12).  Such measures are
transitional in nature.  Some governments have
incorporated workplace grants in M&As and
privatization deals, in effect subsidizing wages
(Kuruvilla, et al., 1998, for the Philippines;
Phang, 1999, for the Republic of Korea) and,
thereby, acquirers.

Obtaining employment commitments
from M&A investors can be helpful in some
cases. But for the society as a whole, a general
policy of strengthened social safety nets may
be more beneficial in the long run.
Compensatory measures, including allowances
for employees who resign voluntarily, can also
be negotiated as part of a merger, acquisition
or privatization deal. Indeed, as M&As grow
in importance, the need to introduce, expand

and strengthen social security systems, and in
particular unemployment benefit systems,
becomes more important than ever (Mody and
Negishi, 2000, p. 11). A proactive safety net not
only provides unemployment benefits, but also
establishes training, retraining, counselling and
guiding programmes for the unemployed.  The
financing of such programmes could come not
only from fiscal, but also from privatization
revenues. Governments can enter into
partnerships with private companies with
respect to proactive measures, including the
provision of job search and mobility assistance,
retraining and vocational training.  Thus, the
development of government-sponsored
business advisory services and credit facilities
linked to enterprise restructuring or
privatization projects can enhance the mobility
of laid-off employees (ILO, 1998).  These
mechanisms cannot, however, replace the
Government as the main agent of social security
and retraining.

2.   Employment quality2.   Employment quality2.   Employment quality2.   Employment quality2.   Employment quality

Employment quality refers to wages
and conditions of employment, such as
contractual status, hours of work, industrial
relations (including the right to organize and
to collective bargaining) and equal
opportunities. TNCs tend to offer high-quality
employment unless they are in low-technology,
export-oriented activities outside the purview
of normal labour laws (UNCTAD, 1999a, pp.
267 and 270-271).  Other things being equal, a
greenfield venture is initially likely to offer
higher quality employment, while the inertia
inherent in M&As can lead the acquirer to
preserve old, lower-quality norms.  This effect
is likely to erode as the acquired firms introduce
new management practices and are integrated
into the corporate culture of their parent firms.
Over time, therefore, there should not be much
difference between the two entry modes.
Changes in employment conditions after a
merger or acquisition may, however, have a
stronger demonstration effect on other local
firms in terms of employment practices than
the practices in a greenfield affiliate, because
of the stronger local linkages and contacts in
the former case.

The impact on employment quality of
foreign entry through M&As depends on the
motives of the investor and the conditions in
the acquired firm and the host economy.
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There are two international instruments
that are explicitly addressed to TNCs and
which, explicitly or implicitly, are relevant to
cross-border M&A employment issues: the ILO
Tripartite Declaration on Multinational
Enterprises and Social Policya (UNCTAD,
1996b) and the OECD Guidelines for
Multinational Enterprises (OECD, 2000).

The Tripartite Declaration, in paragraph
26, provides that reasonable notice be given:

“26.  In considering changes in operations
(including those resulting from mergers,
take-overs or transfers of production)
which would have major employment
effects, multinational enterprises should
provide reasonable notice of such changes
to the appropriate government authorities
and representatives of the workers in their
employment and their organisations so
that the implications may be examined
jointly in order to mitigate adverse effects
to the greatest possible extent.  This is
particularly important in the case of the
closure of an entity involving collective
lay-offs or dismissals.”

Paragraph 54 then stipulates that relevant
information be made available:

“54.  Multinational enterprises should
provide workers’ representatives with
information required for meaningful
negotiations with the entity involved and,
where this accords with local law and
practices, should also provide information
to enable them to obtain a true and fair
view of the performance of the entity or,
where appropriate, of the enterprise as a
whole.”

And paragraph 56 provides for
consultation:

“56.  In multinational as well as in national
enterprises, systems devised by mutual
agreement between employers and
workers and their representatives should
provide, in accordance with national law
and practice, for regular consultation on
matters of mutual concern.  Such
consultation should not be a substitute for
collective bargaining.”

Similarly, the text of the revised OECD
Guidelines, adopted by the Governments of the

Box VI.9.  International guidelines on consultations, negotiations and other employee-Box VI.9.  International guidelines on consultations, negotiations and other employee-Box VI.9.  International guidelines on consultations, negotiations and other employee-Box VI.9.  International guidelines on consultations, negotiations and other employee-Box VI.9.  International guidelines on consultations, negotiations and other employee-
related matters relevant for M&Asrelated matters relevant for M&Asrelated matters relevant for M&Asrelated matters relevant for M&Asrelated matters relevant for M&As

29 member countries of the OECD and of
Argentina, Brazil, Chile and Slovakia at the
OECD ministerial meeting of 27 June 2000,
states under the “Guideline on Employment
and Industrial Relations”:

“6.  In considering changes in their
operations which would have major
effects upon the livelihood of their
employees, in particular in the case of the
closure of an entity involving collective
lay-offs or dismissals, provide reasonable
notice of such changes to representatives
of their employees, and, where
appropriate, to the relevant governmental
authorities, and co-operate with the
employee representatives and appropriate
governmental authorities so as to mitigate
to the maximum extent practicable
adverse effects.  In light of the specific
circumstances of each case, it would be
appropriate if management were able to
give such notice prior to the final decision
being taken.  Other means may also be
employed to provide meaningful co-
operation to mitigate the effects of such
decisions.”b

“8.  Enable authorized representatives of
their employees to negotiate on collective
bargaining or labour-management
relations issues and allow the parties to
consult on matters of mutual concern with
representatives of management who are
authorised to take decisions on these
matters.”

Both the ILO Tripartite Declaration and
the OECD Guidelines are non-binding
recommendations addressed to TNCs.
However, they also indicate that these
principles reflect good practice for both
transnational and national enterprises, which,
wherever relevant, should be subject to the
same expectations in respect of their conduct
in general and their social practices in
particular.

Of relevance also are the OECD Principles
of Corporate Governance (UNCTAD, 2000a).
They recommend that the corporate
governance systems of companies should
recognize the rights of stakeholders, as
established by law, and encourage active co-
operation between corporations and
stakeholders.  Among others, the Principles
recommend that:

/...
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Market-seeking or strategic-asset-seeking
M&As may upgrade employment quality to
assure delivery and quality of products and
retain skilled workers.  However, M&As may
also provide opportunities for an acquirer to
negotiate changes in employment conditions
with disadvantageous effects for workers, at
least in the short run; an obvious example is
the privatization of state-owned enterprises,
in which employees’ benefits may not be
retained after acquisition. Another is the
deunionization observed in some countries,
when TNCs acquire plants that have delisted
unions (Cooke, 2000a and 2000b). In
acquisitions of firms in distress, takeovers may
involve measures to lower wages and cut costs
by reducing other benefits.  At the same time,
a reduction in the staff of privatized firms can
lead to higher wages for the work force that
remains.  This is illustrated by domestic
privatizations in Sri Lankan tea plantations
(Salih, 1999), the Korean iron and steel industry,
(Park, 1997) and Chinese foreign-invested state-
owned enterprises (Fan Gang, et al., 1998).

Trade unions can play an important role
in minimizing the negative impacts of the rapid
growth in international production and

maximizing the gains to labour (UNCTAD,
1994a; Bailey, et al., 1993).  They can ensure
workers’ representation in the decision-making
process affecting them and, in the context of
lay-offs, enhance transparency, information
flows and the discussion of alternatives.  Some
unions are also developing special initiatives
to address the problems to which M&As can
give rise, such as sudden lay-offs, changes in
contractual status and conditions of work.
Examples include the “employment pacts” that
are being concluded between some trade
unions and employers to guarantee
employment and continued production over
a period of time (ILO, 2000c, pp.17f). 27

Another example is the incorporation of “work-
ownership” — a concept pioneered by the
National Automobile, Aerospace,
Transportation and General Workers’ Union
of Canada — into collective bargaining
agreements.  Under such agreements, firms
acknowledge that the workers own the
contribution to the product they make.  Thus,
a company cannot be sold off or work out-
sourced without the agreement also applying
to an acquiring firm or newly established
supplier (ILO, 2000c, p. 17).

“D.  Where stakeholders participate in
the corporate governance process, they
should have access to relevant
information” (UNCTAD, 2000a, vol. IV,
p. 263). The annotation to this principle
indicates that “Where laws and practice
of corporate governance systems provide

Box VI.9.  International guidelines on consultations, negotiations and other employee-Box VI.9.  International guidelines on consultations, negotiations and other employee-Box VI.9.  International guidelines on consultations, negotiations and other employee-Box VI.9.  International guidelines on consultations, negotiations and other employee-Box VI.9.  International guidelines on consultations, negotiations and other employee-
related matters relevant for M&As (concluded)related matters relevant for M&As (concluded)related matters relevant for M&As (concluded)related matters relevant for M&As (concluded)related matters relevant for M&As (concluded)

Source:    UNCTAD.
a A number of ILO Conventions, as well as many other international arrangements, are of course also

relevant to TNCs, even though they do not address them specifically.  Among the ILO instruments
perhaps particularly relevant in the context of M&As are the ILO Convention Concerning Termination
of Employment (Convention 158, of 1982) (ILO, 2000a) and the ILO Recommendation Concerning
Termination of Employment at the Initiative of the Employer (Recommendation 166, of 1982) (ILO,
2000b).

b Paragraph 6 of the revised OECD Guideline on Employment and Industrial Relations reproduces
verbatim the previous text of this guideline, except for the last two sentences which were added in
the new version.  The first new sentence suggests that the appropriate timing of the notice given to
employees in the relevant situations should be prior to the final decision being taken, but this is
qualified by the phrase “if management were able to” do so.  Notice prior to the final decision is
indeed a feature of the industrial relations laws and practices of a number of OECD countries.  At the
same time, the revised Guideline recognizes that giving notice to employees is not the only means to
ensure an opportunity for meaningful co-operation to mitigate the effects of such decisions and the
laws and practices of a number of OECD countries provide for other such means as defined periods
during which consultations must be undertaken before decisions are implemented (see Commentary
on Employment and Industrial Relations, OECD, 2000).

for participation by stakeholders, it is
important that stakeholders have access
to information necessary to fulfil their
responsibilities” (UNCTAD, 2000a, vol.
IV, p. 274).

Obviously, this provision is of immediate
relevance to cross-border M&As.
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In the case of privatizations, employees
who remain in a company may be offered stock
options as part of a privatization package,
strengthening their potential role in its
management.  However, this does not
necessarily guarantee voting rights. In the
Telmex (Mexico) privatization, for example,
unionized workers bought 3 per cent of Telmex
public shares as individuals and the union’s
retirement fund bought 1.4 per cent.  This,
however, did not give the union a seat on the
company’s board, although it was agreed that
workers would be allowed to continue
purchasing shares and would be entitled to a
seat when their purchases reached 10 per cent
of all shares.  This goal was not reached as many
workers cashed in their shares and others chose
to exert direct control over their shares rather
than hand them over to the union’s share fund
(ILO, 1998).

3.   Skills3.   Skills3.   Skills3.   Skills3.   Skills

TNCs tend to invest more in training
than local firms and to deploy more modern
training practices and materials.  They also
bring in expatriates with specialized skills and
establish strong linkages with training
institutions and schools.  The main difference
between the two modes of TNC entry is likely
to lie primarily in the short-term inertia
associated with acquisitions.  In the long-term,
there is no reason to expect any important
difference.  Upgrading of skills has been
observed, for example, in the auto-supplier
industries in Mexico.  Though cross-border
M&As here reduced the number of local

supplier firms, they enhanced the quality of
employment in the firms that survived. These
firms were acquired from Mexican owners in
the early 1990s, and incoming TNCs provided
shop-floor training, as well as training in quality
control,  design, technical norms and
specifications (Romijn, et al., 2000, pp. 36f). In
Zimbabwe, an agro-processing firm, Olivine,
a joint-venture with a TNC, provided training
at all levels as earnings were reinvested to
upgrade the firm’s competitiveness (Romijn,
et al., 2000, p. 25).

There is a risk that M&As may result
in the best, most highly skilled employees of
the acquired firms being transferred abroad
for use elsewhere in a TNC network.  This may
be regarded as an undesirable brain drain for
a host economy, though it may lead to higher
welfare and skill creation for the employees
concerned (and for the host economy if and
when they return).  However, where a host
economy has such desirable skills at low cost,
foreign employers can attract workers abroad
by other means.  A greenfield venture may also
bid workers away from other firms and send
them abroad, or foreign firms may hire workers
without investing locally at all.

At the same time, the integration of an
acquired affiliate into a TNC system can lead
to such significant skill inflows as new work
systems, management techniques and
production technologies are introduced.  The
deliberate downgrading of skill levels in a
newly acquired facility is fairly unlikely; it
would make sense for a TNC to do this only if
it went for an acquisition to access low-wage

The European Community’s Council
Directive 98/50 (1998) “on the approximation
of the laws of the Member States relating to
the safeguarding of employees’ rights in the
event of transfers of undertakings, businesses
or parts of businesses” requires, in article 6,
both the transferor and transferee to inform
the representatives of their employees affected
by a transfer of the date and reasons for the
transfer, the economic and social implications
for the employees, and any measures
envisaged in relation to them. The information
must be given in good time before the transfer

Box VI.10.  Employees’ rights in the event of M&As in the European UnionBox VI.10.  Employees’ rights in the event of M&As in the European UnionBox VI.10.  Employees’ rights in the event of M&As in the European UnionBox VI.10.  Employees’ rights in the event of M&As in the European UnionBox VI.10.  Employees’ rights in the event of M&As in the European Union

is carried out and, in any event, before
employees are directly affected by the transfer
as regards their employment and conditions
of work. Representatives of employees should
be consulted in good time on such measures,
with a view to reaching an agreement. In
addition, article 3 imposes an obligation on an
acquiring company to respect established
contracts of employment. Apart from the
requirements on the provision of information
and the consultations mentioned before, the
Directive gives unions an influence on the
acquisition process.

Source:   European Community, 1998.
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unskilled labour.  This is unlikely to form the
basis of a strategic acquisition, because setting
up a new venture to access low-cost labour
would be much simpler.

4.  Summary4.  Summary4.  Summary4.  Summary4.  Summary

Employment quantityEmployment quantityEmployment quantityEmployment quantityEmployment quantity

• The employment effects of cross-border
M&As and greenfield FDI differ in the first
instance. Greenfield FDI directly and
immediately creates new jobs, while M&As
do not.  On the contrary, there are several
reasons why M&As may lead to lay-offs.

• However, not all cross-border M&As lead
to direct employment losses.  There are
several conditions in which they add to
employment even in the short-term, as
when corporate decisions lead to the
immediate expansion of capacity.

• If employment in acquired enterprises
would have declined even further or
disappeared entirely in the absence of
cross-border M&As, as, for example, in
cases in which firms go bankrupt, M&As
conserve employment for a host economy.

• In the long-term, and taking indirect
effects into account, there is no reason to
expect a systematic difference between the
two modes of entry on employment.
Instead, differences will depend on the
motivation underlying FDI.

• Lay-offs nevertheless cause economic loss
and social problems.  Wherever they occur,
even for sound economic reasons,
governments should therefore make
provisions to deal with them, to retrain
workers and to help create other
employment opportunities by means,
among others, of policies generally
conducive to investment and enterprise
development.  Where social safety nets are
lacking, large-scale lay-offs may create
extreme distress.

Employment quality and skillsEmployment quality and skillsEmployment quality and skillsEmployment quality and skillsEmployment quality and skills

• Greenfield FDI may upgrade employment
conditions more than M&As because the
latter may tend to stick with the inherited

norms and practices for some time.
Furthermore, cross-border M&As can be
used to renegotiate work conditions and
lead to their downgrading. Thereafter,
M&As may upgrade employment quality
faster to bring the new affiliates in line
with corporate norms and competitive
needs.  Over time, there is no reason to
expect any systematic difference between
the two modes.

• There is, similarly, no reason to expect
systematic differences in skill creation.  If
the integration of an acquired affiliate
takes time and there are many inherited
“bad work habits”, however, retraining
may take longer.

• There may be a risk of skill loss if an
acquiring company transfers abroad the
best jobs or the most qualified employees
of an acquired firm.  However, this is not
likely in most cases: acquired firms are
more likely to benefit from an inflow of
new skills as technologies and
management systems are integrated into
the parent TNCs.

PoliciesPoliciesPoliciesPoliciesPolicies

• As M&As typically create anxieties at all
levels of a firm’s staff structure,
consultations are important. Early
consultations and discussions with worker
representatives can provide lead time for
taking measures to minimize hardship
through e.g. the retraining and relocation
of workers.  An appropriate mechanism
for consultations can be helpful in this
respect.

• As FDI through cross-border M&As
increases the prospects for sudden and
large-scale lay-offs from employment in
the formal sector, it is more important than
ever that countries adapt, expand and
strengthen their social safety nets for
workers and strengthen the domestic
enterprise sector and its competitiveness
so that it creates more jobs.

• Specific commitments and measures for
employment retention have a role to play
as short-term complementary measures,
especially where safety nets are weak or
non-existent.
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• Trade unions play an important role in
ensuring that qualitative gains in
employment conditions achieved over
time are not dissipated in the course of
M&As, including cross-border M&As.
Forms of information-sharing need to be
found for M&As taking place in firms that
lack formal worker representation.

D.   Export competitiveness andD.   Export competitiveness andD.   Export competitiveness andD.   Export competitiveness andD.   Export competitiveness and
tradetradetradetradetrade

FDI can help developing countries
exploit existing comparative advantages and
build new ones.  It is the principal means for
them to enter the international production
systems of TNCs that increasingly figure
importantly in world trade, particularly in
complex manufactures (box VI.11).

1.   Building export1.   Building export1.   Building export1.   Building export1.   Building export
competitivenesscompetitivenesscompetitivenesscompetitivenesscompetitiveness

There is an important difference
between FDI through the two modes of entry
when it comes to building export
competitiveness in host economies.  Greenfield
entry may be the only feasible mode of foreign
entry for many new export-oriented activities,
particularly in export-processing zones, since
there are generally few local firms with major
export potential to acquire. In export-oriented
activities that are closely integrated into
international production chains — as in
electronics — there is little scope for
independent local firms.  The skill and
technological needs are very high and the
transaction costs inherent in firms hitherto
under different ownerships integrating their
operations in fast-moving technologies are
often prohibitive. Greenfield FDI is thus the
dominant form of entry.

Greenfield and M&A FDI may,
however, be real alternatives in the case of
protected, locally-owned activities that need
to raise competitiveness in the face of rapid
trade and FDI liberalization.  For the host
economy or industry, greenfield investment
would be preferable where restructuring local
firms is costly and prolonged, and M&As where
they could manage the restructuring quickly
and effectively.  In liberalizing economies,

M&As can be a valuable means of preserving
and upgrading local capabilities.   The
automotive component industry has been
restructured by cross-border M&As in Mexico,
Brazil, Argentina (Mortimore, 1998) and more
recently Thailand, when the alternative facing
them was declining competitiveness and, in
some cases, bankruptcy.  Greenfield entry
would also have provided competitive
facilities, but may have led to a loss of local
capabilities and a greater disruption of local
supply chains and activities.

What of the export orientation of
affiliates established by the two modes?  The
experience of Central and Eastern European
economies provides a mixed picture.  In
Hungary, most new export-oriented enterprises
located in export-processing zones were
established through greenfield ventures but
some privatized enterprises also became major
exporters.  In general, however, M&As were
less export-oriented than greenfield
investments (�ltetö and Sass, 1997).  In contrast,
in the Czech Republic, the export intensity of
affiliates established through M&As was not
significantly different from that of greenfield
investments.  The major exporter in both cases
was the automobile industry; the difference in
export performance reflects its different
evolution.  In Hungary, foreign investment in
automobiles was greenfield, since earlier it had
no automobile industry.  In the Czech Republic,
the national incumbent Skoda was a well-
established producer and exporter.  After its
sale to Volkswagen, the share of exports in
Skoda’s sales increased from 34 per cent in 1990
to 52 per cent in 1995 and 80 per cent in 1999;
Skoda accounted for 76 per cent of the
automobile exports of the country by 1998
(Zempl�nerov� and Jarolim, 2000).  In Poland,
the picture is unclear (Uminski, 2000).  A survey
of early privatizations (1990-1994) shows that
the share of exports in sales increased in firms
sold to foreign owners, while falling in locally
owned firms (Dabrowski, 1996).  A survey of
23 firms in seven Central and Eastern European
countries shows that exports grew rapidly both
before and after privatization, but faster before
than after (39 and 34 per cent, respectively).
In an example from a developing country, Costa
Rica, acquisitions of local firms oriented
towards the domestic market were partly
redirected to the regional market, a process
which, however, also involved an increase in
imports (box VI.12).
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TNCs account for a large share of world
exports and imports.  Their role is greater in
technology- and skill-intensive industries, the
most dynamic and high value-added activities
in trade.  TNCs are increasingly setting up
integrated production systems across
countries, with considerable specialization by
technology level and labour costs; thus, intra-
firm trade is playing a greater role in some of
the most advanced areas of trade.  TNCs are
also very active in sourcing natural resources
and resource-based manufactures from
developing countries and relocating simple
labour-intensive activities and processes
(within high technology industries) there to
tap their low wages.  Thus, TNC participation
can help host countries raise exports in all
kinds of industries by providing the missing
elements, tangible as well as intangible, that
they need to compete or by improving the local
base of skills and capabilities.  However, the
impact of FDI on strengthening host countries’
export competitiveness and their ability to
compete with imports is not unambiguously
positive: much depends on the nature of local
skills and capabilities and on measures taken
to improve these over time.  To summarize the
main effects of FDI:

• Exploiting static comparative advantagesExploiting static comparative advantagesExploiting static comparative advantagesExploiting static comparative advantagesExploiting static comparative advantages.....
FDI can be an effective means of providing
the missing resources, such as the skills,
training and technology, capital goods and
intermediate inputs needed to exploit the
host countries’ existing comparative
advantages.  These advantages can be
natural resources and low-wage unskilled
labour in less developed countries, or the
base of capabilities built up earlier (behind
protective barriers) in more advanced
countries with import-substituting
experience.  FDI may not, however, be
sufficient to sustain export growth as wages
rise and it becomes necessary to develop
more skill-intensive and technology-
intensive exports.  TNCs can improve
worker skills, but cannot upgrade the local
base of education and capabilities.  Unless
the host country does this, there is a danger
that TNC-based export growth will peak
and then stagnate.

• CrCrCrCrCreating dynamic comparativeeating dynamic comparativeeating dynamic comparativeeating dynamic comparativeeating dynamic comparative
advantagesadvantagesadvantagesadvantagesadvantages. In countries with adequate
education and capabilities, TNCs can help
create dynamic comparative advantages by

Box VI.1Box VI.1Box VI.1Box VI.1Box VI.11. FDI, export competitiveness and trade1. FDI, export competitiveness and trade1. FDI, export competitiveness and trade1. FDI, export competitiveness and trade1. FDI, export competitiveness and trade

means of new skills and more advanced
technologies.  This has been the case with
dynamic industries like electronics in some
countries of South-East Asia.  In countries
with more advanced industrial and
technology bases, TNCs can feed into
innovation by setting up R&D centres and
interacting with local research.

• PrPrPrPrProviding access to international marketsoviding access to international marketsoviding access to international marketsoviding access to international marketsoviding access to international markets.....
Successful exporting needs not only
competitive products, but also marketing
expertise and access to international
markets.  FDI can provide a major benefit
in this respect, especially in markets in
which established brand names and large
distribution networks are important assets.
Where trade is internal to TNCs, as in some
high technology products, joining TNC
networks is often a conditio sine qua non for
increasing exports.  On the other hand,
foreign affiliates may have less freedom
than domestic firms to choose export
markets and diversify their product range.
Those assigned to the low end of the value-
added chain may stagnate relative to
competent and technologically progressive
local firms.

••••• Raising local linkagesRaising local linkagesRaising local linkagesRaising local linkagesRaising local linkages.  .  .  .  .  To the extent that a
foreign affiliate sources inputs locally, FDI
in export-oriented industries links
domestic suppliers indirectly to
international markets.  These enterprises
may later be able to exploit these links
further on their own.  With trade
liberalization, the decision of foreign
affiliates to source their inputs locally or
abroad is subject more to cost and delivery
considerations than to host-government
trade policies.  When they first enter a new
host country, TNCs may tend to use
established overseas suppliers with whom
they have strong linkages. However, there
are advantages to having suppliers nearby,
and TNCs invest in developing local
suppliers when the cost of bringing them
up to the necessary technical and quality
levels is modest. Some of this takes place
through FDI in supplier industries,
including producer services.  Where the
costs of developing supplier industries are
too high to induce such associated
investment, promoting linkages needs
government support to help local firms
raise their skills and technology levels.

/...
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2.   Reliance on imports versus2.   Reliance on imports versus2.   Reliance on imports versus2.   Reliance on imports versus2.   Reliance on imports versus
local sourceslocal sourceslocal sourceslocal sourceslocal sources

Greenfield and M&A FDI may differ
in the extent to which they rely on imported
or local inputs.  As noted earlier, greenfield
projects tend, at least initially, to have weaker
local linkages, relying more on foreign suppliers
and intra-TNC trade.  Acquired firms are likely
to continue to rely on local suppliers with which
they have established links, as long as the
suppliers are competitive with alternative
sources.  Interestingly, the higher import
propensity of greenfield FDI can persist over

a longer term, as Swedish data show
(Andersson, et al., 1996, p. 66).  In the Czech
Republic as well, greenfield foreign enterprises
were found to rely more on imported supplies
than did acquired firms (Zempl�nerov� and
Jarolim, 2000). In 1998, the imports-to-sales ratio
of the former was 30 per cent higher than of
firms acquired by TNCs.

In the services sector, however, where
cross-border M&As are often an important
means of foreign entry, the import propensities
of acquisitions can be high. In Central and
Eastern Europe, according to the 1999 UNCTAD
survey that covered large infrastructure

Over time, the linkages of foreign affiliates
and local firms tend to become similar
as their information on local and foreign
suppliers converges.

Statistical analyses show a positive link
between FDI and manufactured export
performance.  The list of the most dynamic
exporters in the developing world shows that
the great majority depends heavily on TNC
export operations (UNCTAD, 1999a).  However,
export-oriented TNC operations are
concentrated in a few developing countries,
with high technology export networks
encompassing an even smaller number.

Inward FDI also affects the volume and
composition of host-country imports. It has
been found, in most cases, to lead to a net
increase in imports (UNCTAD, 1996a, pp.73-
85), adding to both arm’s length and intra-firm
purchases of goods and services.  Some of
these imports serve to complement domestic
comparative advantages and strengthen
export competitiveness.  The composition of
imports also tends to change, as production
by foreign affiliates is often more technology-
intensive than domestic production.  The
economic implications of increased imports by
foreign investors depend upon the quantity,
quality and prices of their products.

Source:  UNCTAD, 1999a.

Box VI.1Box VI.1Box VI.1Box VI.1Box VI.11. FDI, export competitiveness and trade (concluded)1. FDI, export competitiveness and trade (concluded)1. FDI, export competitiveness and trade (concluded)1. FDI, export competitiveness and trade (concluded)1. FDI, export competitiveness and trade (concluded)

A survey undertaken in early 2000 by the
Ministry of External Trade of Costa Rica of ten
companies in the country’s food industry that
had been acquired by foreign firms shows that
export destinations are concentrated in
neighboring countries, suggesting that some
investors      were seeking access to Central
American markets through the acquisition.  For
example, two of the firms that were hitherto
producing for the domestic market have
emerged as regional exporters of dessert foods,
while four others increased their export values,
two of them significantly. Seven firms in the
sample are centering their export activity on
two to three subregional countries each.

Box VI.12.  M&As and trade: the experience of firms in Costa Rica’Box VI.12.  M&As and trade: the experience of firms in Costa Rica’Box VI.12.  M&As and trade: the experience of firms in Costa Rica’Box VI.12.  M&As and trade: the experience of firms in Costa Rica’Box VI.12.  M&As and trade: the experience of firms in Costa Rica’s food industrys food industrys food industrys food industrys food industry

On the other hand, eight of the ten
surveyed firms display a negative trade balance
with import values amounting from twice to
five times as much as those of exports. It is not
clear, however, from the available information
whether this reflects a short- to medium-term
effect due, for example, to the import of capital
goods for strengthening or upgrading
production capacities after acquisition, or an
effect that might extend over a longer-term, due
to import-sourcing of inputs that could persist
and that is not offset by export earnings.

Source:   Costa Rica, Ministry of Foreign Trade, 2000; and UNCTAD.
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companies, the growth of imports accelerated
significantly after privatization.  Imports
increased at 40 per cent per annum after
privatization, as compared with 14 per cent
per annum before it.  This rapid growth in
imports has to be evaluated in the context of
a rapid growth in the provision of goods and
services to customers at falling costs, as well
as increased efficiency in downstream
industries due to improved access to and the
lower costs of producer services.

3.   Summary3.   Summary3.   Summary3.   Summary3.   Summary

Building export competitivenessBuilding export competitivenessBuilding export competitivenessBuilding export competitivenessBuilding export competitiveness

• Many export-oriented activities,
particularly those integrated into
international production systems, are new
to developing countries and involve
greenfield FDI rather than M&As.
However, M&As can play an important
role in restructuring and reorienting firms
coming to be exposed to international
competition.  This role is more important
in large import-substituting economies
with strong domestic capabilities and is
likely to grow in significance.

• In European economies in transition,
M&As have tended to be more domestic-
market-seeking than greenfield investment,
but there are striking exceptions.  Much
depends on the specific situation of the
countries and industries involved.

Reliance on imports versusReliance on imports versusReliance on imports versusReliance on imports versusReliance on imports versus
local sourlocal sourlocal sourlocal sourlocal sourcingcingcingcingcing

• FDI through cross-border M&As may rely
more on local suppliers relative to
greenfield foreign affiliates, which take
time to establish local links.  Although
import reliance may be quite high,
especially in acquisitions in capital- and
technology-intensive industries, the
preservation of links with local suppliers
may be an advantage of FDI through cross-
border M&As.

PoliciesPoliciesPoliciesPoliciesPolicies

• Apart from general policies to strengthen
competitiveness, governments could
consider offering incentives for
restructuring firms for export activity, just

as they do for new export-oriented
greenfield investments.

• Governments can target export-oriented
TNCs for specific M&As.  Governments
can also directly influence the export
performance of M&As through incentives
linked to export performance (to the extent
that they do not conflict with trading
rules).

E.    Market structure andE.    Market structure andE.    Market structure andE.    Market structure andE.    Market structure and
competitioncompetitioncompetitioncompetitioncompetition

FDI has complex effects on a host-
country’s market structure and competition.
Large foreign affiliates can pose serious
challenges for maintaining effective
competition in host economies, by increasing
market concentration or engaging in anti-
competitive behaviour. They can also promote
competition rather than restrict it (box VI.13).

1.  Market structure1.  Market structure1.  Market structure1.  Market structure1.  Market structure

What difference does the mode of
foreign entry make to market structure?
Greenfield entry initially adds to the number
of enterprises — potential competitors — in a
host country, reducing market concentration.
M&As leave the number of competitive firms
intact.  The net effect on market structure is,
however, more complex than this.  Greenfield
FDI may not add to the number of competitors
if the investing firm were present earlier in the
market through trade or licensing agreements.
It may increase concentration if the new foreign
affiliate offsets the dominant market positions
of incumbent firms, or takes a dominant market
position itself.  Cross-border M&As can, on the
other hand, have a positive effect on
competition if the entrants take over ailing
domestic firms that would otherwise have been
forced out of the market. They can also
challenge established domestic oligopolies by
merging with other domestic firms to create
effective rivals.

One relevant difference between the
two entry modes is that M&As can, in contrast
to greenfield entry, be used to reduce
competition via “monopolizing mergers and
acquisitions” (UNCTAD, 1997a). This type of
cross-border M&As can occur in the following
situations:
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• The acquiring firm was exporting
substantially to a market before it buys a
competing firm in it;

• A foreign firm with an affiliate already in
the market acquires another, thereby
acquiring a dominant or monopolistic
market share;

• The investing TNC acquires a market
leader with which it has previously
competed;

• The acquisition is intended to suppress
rather than develop the competitive
potential of the acquired firm.

In addition, there can be important
adverse effects on market structure and
competition (as well as in the other areas of
development considered in this chapter) of
cross-border M&As that occur in other
economies.  For example:

• Parent firms of foreign affiliates located in
a host country merge and consequently
merge their affiliates, reducing local
competition;

• A TNC with an affiliate in a host country
acquires an enterprise in a third country
that has been a source of import
competition in the host country market;

Market structureMarket structureMarket structureMarket structureMarket structure

TNCs flourish in concentrated markets.
Their main ownership advantages (in
technology, product differentiation and
organization) are found in oligopolistic
industries with large firms. Consequently, their
entry also tends to occur in concentrated
industries.  This may initially add to the number
of firms, though it can force the exit of less
efficient firms and thereby raise concentration
levels.  This is not necessarily anti-competitive
conduct.  If markets are contestable, the result
can be a more efficient and competitive
industrial structure.  Much depends on the
openness of a market to trade, the intensity of
local competition, the actual conduct of leading
firms and technology. The chances of abuse of
market power are much greater in protected
markets or in those in which the Government
favours selected enterprises than in open ones.
Patchy evidence suggests that FDI may be
associated with reduced concentration in
developed countries and with increased
concentration in developing ones, where strong
domestic firms are relatively scarce. As to effects
on competition, the evidence from developing
countries is mixed.

Competitive behaviourCompetitive behaviourCompetitive behaviourCompetitive behaviourCompetitive behaviour

TNC entry puts competitive pressure on
domestic firms.  There is evidence that this
leads to an increase in product quality, variety
and innovation in host economies. There is little
evidence, however, that it leads to lower prices.
Domestic firms may react to the competitive

Box VI.13. FDI, market structure and competitionBox VI.13. FDI, market structure and competitionBox VI.13. FDI, market structure and competitionBox VI.13. FDI, market structure and competitionBox VI.13. FDI, market structure and competition

pressure by enhancing capabilities or be forced
out altogether.  Both might be desirable
outcomes from the economic point of view as
long as they reflect genuine market forces
rather than predatory behaviour by foreign
affiliates. However, when domestic producers
of low-quality, low-price goods and services go
bankrupt and these products disappear, the
low-income population is left in distress.
Predatory conduct remains a significant risk,
although recent investment and trade
liberalization have raised contestability in
national markets. Nevertheless, the urgency of
an effective competition policy has not
diminished for host economies.

Privatization of natural monopoliesPrivatization of natural monopoliesPrivatization of natural monopoliesPrivatization of natural monopoliesPrivatization of natural monopolies

Another important issue for many
economies is the impact on competition of
foreign purchases of state-owned companies
that hold monopoly positions. The problem is
particularly acute with respect to natural
monopolies, where privatization has to be
accompanied by (often complex and flexible)

regulatory structures and rules.  Developed
countries are experimenting with different
policies, like introducing competition in
particular segments where several producers
can operate (e.g. power generation), or
regulating and assessing the operation of
monopolies in different ways (yardstick
competition, price setting or negotiated rates
of return).  The impact of foreign private
ownership is in this context a part of the larger
array of regulatory issues.

Source:  UNCTAD, 1997a.
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• Two foreign affiliates in a host economy
merge, although their parent firms remain
separate, eliminating competition between
the two affiliates and leading to a
dominant market position.

In general, it is horizontal M&As (i.e.
M&As between firms making similar products)
that cause the main problems for competition
policy.  However, vertical M&As can also raise
competition issues.  For instance, they may
increase the potential for keeping rivals from
sources of supply or raise barriers to new entry.
To repeat, the final outcome for competition
depends on the context. Higher concentration
by itself does not indicate anti-competitive
conduct; it may simply reflect scale and
efficiency considerations.  Cross-border M&As
(or M&As with foreign affiliates) may be a way
for domestic firms to stand up to large TNCs
entering the market.  The crucial issue is the
size of the relevant market: national, regional
or global.  This differs from industry to industry.
Much depends also on how contestable the
market is.  Where a market is open to import
competition and new local and foreign
investment, the domestic concentration level
need not necessarily make a difference to
effective competition.

Evidence available on the consequences
of M&As for concentration is less than
conclusive. Evidence in the form of government
actions in developed countries, relating to cross-
border as well as domestic M&As, suggests that
the majority of M&As do not have negative
effects on concentration.  In the United States
and the European Union, competition
authorities scrutinize only a small minority of
cross-border M&As to assess negative impacts
on competition.  An even smaller number of
transactions is subject to such obligations as
selling off parts of the business or is completely
ruled out.  In the United States, for example,
in fiscal year 1999 (ending 30 September) only
1.6 per cent of 4,679 M&As transactions notified
to anti-trust authorities resulted in enforcement
actions, with only about 1 per cent being
challenged in the end (United States,
Department of Justice, 2000).  The situation is
similar in the European Union: in 1999, only
14 out of 292 transactions (less than 5 per cent)
were challenged or subject to a second-phase
investigation. An additional 19 cases were
cleared during the first phase of investigation.
In Japan, all 3,813 M&As notified in 1998 were

cleared, although two transactions “were
revised in response to concerns raised during
pre-notification consultation” (ibid., p. 7).
However, the lack of official action does not
necessarily mean that firms did not increase
concentration: the authorities may have
believed the M&As to be in the public interest
even if concentration did increase.

Evidence is scarce in developing
countries because many of them do not have
competition laws or the resources to implement
them vigorously.  Even if they have such laws,
they might not have merger control provisions.
In one country that provides such evidence,
the Republic of Korea, the situation seems to
be similar to that in developed countries.  The
Korean Fair Trade Commission has ordered
corrective measures for only 3 out of 132 cross-
border M&As notified in 1998 (Yun, 2000, p.12).
In Mexico, all 55 notified cases of cross-border
acquisitions of Mexican firms in 1997 went
through unhindered as “no competition risk
was registered” (Mexico, Federal Commission
on Competition, 1997, pp. 7-8).

At the same time, there are examples
of M&As between TNCs and incumbent firms
resulting in the TNCs assuming dominant or
quasi-monopolistic positions. In India, for
instance, Hindustan Lever Limited, the Indian
subsidiary of Unilever, acquired its main local
rival, Tata Oil Mills Company, to assume a
dominant position in the toilet soap (75 per
cent) and detergent (30 per cent) markets
(Mehta, 1999, p. 24). Hindustan Lever Limited
also acquired several local companies in other
markets, such as the ice cream makers Dollops,
Kwality and Milkfood.  This raised its market
share in the ice cream market from zero in 1992-
1993 to 69 per cent in 1996-1997 and over 74
per cent in 1997-1998 (Kumar, 2000, pp.13 and
17). Smith Kline Beecham, with a 64 per cent
share in the Indian market for health drinks,
acquired two brands from the domestic
producer Jagjit Industry Limited (Kumar, 2000,
p. 17).  In Mexico, a United States brewery
Anheuser-Busch — already present in the
Mexican market — acquired a controlling stake
(50.2 per cent) in the Mexican brewery Grupo
Modelo SA, the marker leader, in 1998.
Although data on the combined market share
of the two companies are not available, it is
presumably higher than the 55 per cent held
by Modelo in 1996.28
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In the countries of Central and Eastern
Europe, many industries had monopolistic
structures before the transition to market-based
systems. Privatization therefore raised the very
real possibility of monopoly positions being
maintained or strengthened (Zempl�nerov� and
Jarolim, 2000).   In the Czech Republic,
concentration in manufacturing fell during
1989-1995 as a result of the splitting of large
companies into smaller units but, in the second
half of the 1990s, domestic mergers raised
concentration in a number of industries.  A
number of the merged firms were later sold
to foreign investors.  However, an analysis of
concentration ratios in 87 manufacturing
industries in 1998 did not find any strong
correlation between cross-border acquisitions
and the share of the largest producer in an
industry’s sales, excluding imports
(Zempl�nerov� and Jarolim, 2000, table 5).  Of
the 15 industries in which the share of the
largest producer was above 50 per cent, only
four showed a link between the share and cross-
border M&As, probably because of the sale of
domestic companies with high shares to foreign
investors.  In the remaining 11 cases there was
no link between the high ratio and cross-border
M&As.  The introduction of imports reduced
the shares of dominant firms in many industries
(including the four foreign firms with high
shares) sufficiently to alleviate competition
concerns.  In small economies imports are, of
course, often the only way through which
competition can be maintained.

Nevertheless, the threat of the abuse
of market power is always present.  TNCs in
countries with weak regulatory frameworks
are by no means immune to the temptation to
use this power to achieve dominant positions
or secure higher levels of protection. Indeed,
in the first years of transition and privatization
in Central and Eastern Europe, foreign
investors sought and frequently secured
monopoly positions or protected markets.  In
Hungary, for example, privatization
programmes offered foreign firms attractive
local companies with strong market positions
for sale (Antal�czy and Sass, 2000).

2.  Competitive behaviour2.  Competitive behaviour2.  Competitive behaviour2.  Competitive behaviour2.  Competitive behaviour

The competitive conduct of TNCs is
perhaps even more important than their impact
on market structure (box VI.13).  While conduct
is not expected to vary by mode of entry, in

cross-border M&As, the assets of the acquiring
company are supplemented by those of the
acquired one, access to which may have been
a major motive for the acquisition.  This can
give the new company significant competitive
advantages over incumbent or overseas rivals,
greater than those achieved through greenfield
FDI.  An example is the retail trade industry,
where TNCs take over local retail chains and
combine their advantages of global sourcing
with the advantages of the established
distribution network.  Greenfield FDI does not
enjoy this advantage, and takes more time to
build up local assets.

Neither conceptual analysis nor
empirical evidence suggests that foreign
affiliates, once operational, differ in their
competitive conduct because of the mode of
entry.  Both types have engaged in anti-
competitive practices — and both have added
to competition.  Take anti-competitive
behaviour. Firms investing abroad through
greenfield ventures may try to restrict
competition by using “market-allocation
investment cartels”.  The Timken Roller Bearing
Company is a good example.  The United-
States-based Timken arranged with its major
international rival, a United Kingdom firm also
called Timken, to enter new markets as partners
(via joint ventures), fix prices, allocate
territories and participate in cartels to restrict
exports (UNCTAD, 1997a).  Affiliates
established by M&As can indulge in similar
restrictive practices.

At the same time, both types of affiliates
can add to market competition by their
activities.  As noted above, the injection of new
technologies, management methods and
marketing techniques can place incumbent
firms under great competitive pressure.  This
pressure can be particularly beneficial in host
economies with a history of protected markets
and entrenched local oligopolies.

3.   Summary3.   Summary3.   Summary3.   Summary3.   Summary

The effects of cross-border M&As on
market structure and competition need close
scrutiny by policy-makers in host countries.
At the time of entry, M&As do not add to the
number of competitors, as greenfield FDI does.
In fact, M&As — unlike greenfield FDI — can
be used deliberately to reduce the number of
competitors serving a host-country market
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when the acquiring TNC already serves the
market. At the same time, there are also
scenarios in which M&As can actually prevent
a reduction in the number of competitors with
a potentially positive effect — by, for example,
acquiring ailing domestic firms.

There is no evidence that, in the longer
run, foreign affiliates created through M&As
would behave differently from foreign affiliates
established through greenfield FDI when it
comes to anticompetitive practices. However,
the potential for a direct reduction in
competition at the time of entry, and the
avenues this may open for anticompetitive
practices, requires the attention of policy-
makers, especially of competition authorities.
As elaborated above, there are several typical
constellations in which M&As take place that
deserve the attention of policy-makers even
if the primary objective of these deals is not
to reduce competition.

As countries liberalize and reduce
policy impediments to FDI and trade,
competition policy becomes increasingly
important in regulating market structure and
competition.  Competent regulatory bodies and
frameworks become critical for ensuring that
the risk of negative impacts (including the
impacts of cross-border transactions) is
minimized.  The concluding section will return
to this issue, emphasizing the challenges faced
by policy-makers in developing countries in
the demanding sphere of competition policy
and regulation.

FFFFF.    Summary and conclusions.    Summary and conclusions.    Summary and conclusions.    Summary and conclusions.    Summary and conclusions

With the emergence of a market for
firms spanning developed countries and
increasingly also developing countries and
economies in transition, TNCs have indicated
a strong revealed preference for M&As as a
mode of entry of FDI. In fact, cross-border
M&As are becoming an important means by
which firms reshape and restructure themselves
under conditions of dynamic change and in
the context of the globalization of markets for
goods and services and the emergence of an
international production system.

The essential difference between cross-
border M&As and greenfield FDI is that the
former by definition involve a transfer of assets

from domestic to foreign hands and, at least
initially, do not add to the productive capacity
of host countries. This, in turn, leads to a range
of concerns over insufficient resource transfers,
lay-offs, asset stripping (including the stripping
of technological and innovatory capacities),
and, above all, adverse effects on market
structure and competition. These concerns are,
furthermore, embedded in broader
apprehensions regarding an erosion of national
economic sovereignty, a weakening of national
enterprises, and a loss of control over the
direction of national development and the
pursuit of social, cultural and political goals.
These concerns, in turn, are linked to fears
regarding globalization and the perceived
power of large TNCs.

Such concerns need to be considered
carefully. Their examination in the present
chapter focussed on the impact of cross-border
M&As in key areas of economic development
and whether this impact differed from that of
greenfield FDI. A good part of the discussion
has been conceptual, and more empirical work
is needed to understand the matter fully.

The discussion in the preceding sections
suggests that, especially at the time of entry and
in the short term, M&As (as compared to
greenfield investment) may involve, in some
respects, smaller benefits or larger negative
impacts from the perspective of host-country
development. To summarize:

• Although FDI through both M&As and
greenfield investment brings foreign
financial resources to a host country, the
financial resources provided through
M&As do not always go into additions to
the capital stock for production, as they do
in the case of greenfield FDI. Hence a given
amount of FDI through M&As may
correspond to a smaller productive
investment than the same amount of
greenfield FDI, or to none at all. However,
when the only realistic alternative for a
local firm is closure, cross-border M&As
can serve as “life preservers”.

• FDI through M&As is less likely to transfer
new or better technologies or skills than
greenfield FDI, at least at the time of entry.
Moreover, it may lead directly to the
downgrading or closure of local
production or functional activities (e.g.
R&D capabilities), or to their relocation in
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line with the acquirer ’s corporate strategy.
Greenfield FDI does not directly reduce     the
technological or other assets and
capabilities in a host economy.

• FDI through M&As does not generate
employment when it enters a country, for the
obvious reason that no new production
capacity is created in a merger or an
acquisition. Furthermore, it may lead to lay-
offs, although it can conserve employment
if the acquired firm would have otherwise
gone bankrupt. Greenfield FDI necessarily
creates new employment at entry.

• FDI through M&As can increase
concentration in host countries and lead
to anti-competitive results; in fact, M&As
can be used deliberately to reduce or
eliminate competition. It can, however,
prevent concentration from increasing when
takeovers help preserve local firms that
might otherwise have gone under.
Greenfield FDI, by definition, adds to the
number of firms in existence and cannot
directly increase market concentration
upon entry.

Most of the shortcomings of FDI
through M&As in comparison with greenfield
FDI relate to effects at entry or soon after entry.
Over the longer term, when direct as well as
indirect effects are taken into account, many
differences between the impacts of the two
modes diminish or disappear. To summarize:

• Cross-border M&As are often followed by
sequential investments by the foreign
acquirers — sometimes large, especially in
special circumstances such as privatizations.
Thus, over the longer term, FDI through
M&As can lead to enhanced investment in
production just as greenfield FDI does.
The two modes are also likely to have
similar effects regarding the crowding in
and crowding out of domestic enterprises.

• Cross-border M&As can be followed by
transfers of new or better technology
(including organizational and managerial
practices), especially when acquired firms
are restructured to increase the efficiency of
their operations. To the extent that TNCs
invest in building local skills and
technological capabilities, they do so
regardless of how those affiliates were
established.

• Cross-border M&As can generate
employment over time, if sequential
investments take place and if the linkages
of acquired firms are retained or
strengthened. Thus, in the longer run,
differences between the two modes as
regards employment generation tend to
diminish and depend more on the
motivation for entry than on the mode of
entry. If employment reductions occur due
to restructuring for greater efficiency, the
consequences may be less disruptive than
when greenfield FDI eliminates
uncompetitive firms.

• The effects on market structure, whether
negative or positive, can persist after entry.
The capacity to engage in anticompetitive
practices is greater with M&As that increase
concentration, especially when they occur
in weakly regulated oligopolistic industries.

In sum, host-country impacts of FDI are difficult
to distinguish by mode of entry once the initial
period has passed — with the possible exception
of the impacts on market structure and
competition.

In addition to the effects on the
principal individual  aspects of economic
development summarized above, the overall
impact of cross-border M&As as against
greenfield investment also needs to be
considered, taking into account the specific
economic context and the development
priorities of individual host countries.
Particularly important here is the impact on
economic restructuring. The restructuring of
industries and activities is necessary for growth
and development, especially under conditions
of rapid technological change and increasing
global competition. Such restructuring can of
course also take place through domestic M&As
and not only cross-border ones; Argentina
offers interesting comparisons in this respect
(box VI.14). Economic restructuring can also
be important under exceptional circumstances,
such as financial crises or transitions to market-
based economic systems. Cross-border M&As
may have a role to play here since they provide
a package of assets that can be used for various
types of restructuring and, furthermore, have
the attributes of speed and the immediate
involvement of local (acquired) firms; they can
thus usefully supplement domestic resources
and efforts. Greenfield investment, of course,



�
198 World Investment Report 2000:  Cross-border Mergers and Acquisitions and Development

can also help economic restructuring; but it has
no role to play in conserving domestic
enterprises and may, indeed, hasten the demise
of weaker domestic firms if and when it out-
competes them.

Finally, there are the broader
apprehensions regarding a weakening of the
national enterprise sector and a loss of control
over the direction of national economic
development and the pursuit of social, cultural
and political goals. These issues acquire
urgency when cross-border M&As result in
industries thought to be strategic29  coming
under the control of foreign TNCs. They may
acquire a yet further edge in developing
countries since these countries are
predominantly host rather than home countries
for FDI in general and cross-border M&As in
particular.

The basic question here is what role
foreign firms should play in an economy,
regardless of whether they enter through
greenfield investment or cross-border M&As.
It has to do with the extent of foreign ownership
that a country can accept comfortably, and the
economic, social,  cultural and political
consequences of such ownership. Many
governments, local enterprises and civil-society
groups feel that certain activities (e.g. the

media) should be exclusively or primarily in
local hands.

There are no a priori solutions to these
concerns. Each country needs to make its own
judgement in the light of its conditions and
needs and in the framework of its broader
development objectives. It also needs to be
aware of — and to assess — the trade-offs
involved, whether related to efficiency, output
growth, the distribution of income, access to
markets or various non-economic objectives.
And it needs to note as well that some of these
concerns are raised by all FDI, although the
specific nature of M&As may exacerbate them.
The impact of cross-border M&As also depends
on host-country circumstances:

• Under normal circumstances (i.e. in the
absence of crises or systemic changes), and
especially when cross-border M&As and
greenfield investments are real
alternatives, greenfield FDI is more useful
to developing countries than cross-border
M&As. Other things (motivations and
capabilities) being equal, greenfield
investment not only brings a package of
resources and assets but simultaneously
creates additional productive capacity and
employment; cross-border M&As may bring
the same package but do not create
immediate additional capacity.  Further-
more, certain types of cross-border M&As

Between 1992 and 1999, cross-border
M&As accounted for almost 60 per cent of FDI
inflows in Argentina. In the early 1990s, most
were related to privatizations; after 1993-1994,
most were acquisitions of private firms, and
accounted for one-third of FDI flows in 1996-
1998. Domestic M&As also increased during the
1990s. Given these trends, an examination of
the Argentinean experience is useful for
understanding the effects of cross-border
M&As on a developing economy.

To examine these effects, the performance
of manufacturing firms participating in M&As
in Argentina was compared with that of an
appropriate control group of firms from the
same industries and of similar size which did
not participate in M&As.a Matching firms were
arranged in pairs to compare, first, firms
involved in M&As in general (i.e. both domestic

Box VI.14.  The impact of cross-border M&As in Argentina in the 1990sBox VI.14.  The impact of cross-border M&As in Argentina in the 1990sBox VI.14.  The impact of cross-border M&As in Argentina in the 1990sBox VI.14.  The impact of cross-border M&As in Argentina in the 1990sBox VI.14.  The impact of cross-border M&As in Argentina in the 1990s

and cross-border M&As) with firms, both
domestic and foreign not participating in
M&As (sample A of firms in box table).
Secondly, the performance of firms
participating in cross-border M&As was
compared indirectly  with that of firms
participating in domestic M&As by examining
how each group performed relative to
comparable non-M&A firms (samples B and C).
And thirdly, the performance of the two groups
(not necessarily including the same firms) was
compared directly with each other (sample D).
Since only three among the M&A firms in these
samples were state-owned before the merger or
take-over, the analysis yields findings primarily
about M&As involving private companies. It is
the first analysis of its kind in Argentina, and
one of the few in developing countries. The key
findings of these comparisons follow.

/...
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All M&A firms vs. all non-M&A firms.All M&A firms vs. all non-M&A firms.All M&A firms vs. all non-M&A firms.All M&A firms vs. all non-M&A firms.All M&A firms vs. all non-M&A firms.
The average sales, productivity, exports,
investment expenditures and imports of capital
goods have grown much more rapidly in M&A
firms than in non-M&A firms, with export
propensity showing the smallest difference in
growth (box table, sample A). M&A firms have
also introduced more improvements in product
and process technologies and in organizational
and managerial practices.  They have incurred
larger expenditures on training and have
increased their R&D expenditures more rapidly.
Contrary to expectations, the average
employment level has not fallen more in non-
M&A firms, despite the fact that sales per
employee have grown considerably faster in
M&A firms than in their non-M&A
counterparts. The average differences in
performance between M&A firms and non-
M&A firms were found to be statistically
significant in the case of sales, training
expenditures, and technological, organizational
and managerial improvements.

ForForForForForeign vs. domestic M&As: indireign vs. domestic M&As: indireign vs. domestic M&As: indireign vs. domestic M&As: indireign vs. domestic M&As: indirectectectectect
comparison.comparison.comparison.comparison.comparison. The performance of firms acquired
through cross-border M&As vis-à-vis domestic
non-M&A firms (box table, sample B) is
superior for almost all  of the variables
examined, except imports. Surprisingly,
employment in foreign M&A firms increased
slightly while that in domestic non-M&A firms
decreased considerably.  The average
differences in performance between foreign
M&A firms and non-M&A firms were
statistically significant in sales and in
technological, organizational and managerial
improvements. On the other hand, a
comparison of domestic M&A firms with
domestic non-M&A firms (sample C) does not
provide any clear evidence of a better
performance by the former. Sales by domestic
M&A firms grew less than those of non-M&A
firms. Moreover, whereas employment was
significantly reduced in the former, it increased
slightly in the latter. Domestic M&A showed
stronger performance in training and
technological, organizational and managerial
changes, but the differences are not statistically
significant. On the whole, these findings,

Box VI.14.  The impact of cross-border M&As in Argentina in the 1990s (concluded)Box VI.14.  The impact of cross-border M&As in Argentina in the 1990s (concluded)Box VI.14.  The impact of cross-border M&As in Argentina in the 1990s (concluded)Box VI.14.  The impact of cross-border M&As in Argentina in the 1990s (concluded)Box VI.14.  The impact of cross-border M&As in Argentina in the 1990s (concluded)

combined with those regarding the relative
performance of foreign M&A firms as
compared with non-M&A firms, suggest that
firms acquired through cross-border M&As
have tended to perform relatively better than
those acquired through domestic M&As.

ForForForForForeign vs. domestic M&As: direign vs. domestic M&As: direign vs. domestic M&As: direign vs. domestic M&As: direign vs. domestic M&As: directectectectect
comparison.comparison.comparison.comparison.comparison. This comparison, based on a
sample too small to be statistically significant,
suggests that foreign M&A firms performed
better in terms of sales and exports, while
domestic M&A firms did better in investment,
R&D expenditures, and technological,
organizational and managerial improvements
(sample D). As regards employment, domestic
M&A firms have apparently rationalized more
than foreign M&A firms, in which employment
increased slightly.

Although these results must be
interpreted cautiously, since their statistical
significance is partial and the scope of the
analysis limited, it seems plausible to conclude
that M&A firms performed better than non-
M&A firms, while firms acquired through
cross-border acquisitions seemed to perform,
relatively speaking, better than firms
participating in domestic M&As. The direct
comparison of these two groups, based on a
limited sample of firms, did not produce clear
evidence about the superiority of either of these
groups. Nevertheless, the analysis tends to
support the hypothesis that M&As, both
foreign and domestic, were generally a useful
tool for microeconomic restructuring in a
context of far-reaching trade and investment
liberalization and in the absence of any
significant public policy to help local firms
adapt to the new rules of the game after many
years of inward-oriented economic regimes. In
these circumstances, M&As turned out to be an
important part of a market-driven restructuring
strategy for Argentinean firms, a strategy
which seemingly produced more efficient and
competitive firms. This helped the economy of
Argentina to restructure to meet the demands
of a liberalizing and globalizing environment.
The effects of this strategy on welfare and
competition still remain to be explored.

Source:  Chudnovsky and López, 2000.
a The comparison used data from a survey conducted in 1997 by Argentina’s National Institute of

Statistics and Census, which included 1,639 manufacturing firms, representing 54 per cent of sales,
50 per cent of employment and 61 per cent of exports of the manufacturing sector, and providing
data on sales, foreign trade, employment, innovation, manufacturing practices, investment and other
variables for two years: 1992 and 1996.
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involve a number of risks at the time of entry,
from reduced employment through asset
stripping to the slower upgrading of
domestic technological capacity.  And
when M&As involve competing firms,
there are, of course, the possible negative
impacts on market concentration and
competition, which can persist beyond the
entry phase.

• Under exceptional circumstances, cross-
border M&As can play a useful role, a role
that greenfield FDI may not be able to play,
at least within the desired time-frame.
Particularly relevant here is a situation of
crisis in which firms in a country
experience several difficulties or face the
risk of bankruptcy and no alternative to
FDI (including public funding) is
available.  Large capital-intensive
privatizations (or a large number of
privatizations within the framework of a
comprehensive privatization programme)
may also fall in this category, because
domestic firms may not possess (or be able
to raise) the required funds or have other
assets (such as modern managerial
practices or technology) which are needed
to make the privatized firms competitive.
The need for rapid restructuring under
conditions of intense competitive

pressures or overcapacity in global
markets may also make host countries find
the option of FDI through cross-border
acquisitions of some of their firms useful.
The advantage of M&As in such
conditions is that they restructure existing
capacities. In some of these circumstances,
host countries have thus found it useful
to relax cross-border M&A restrictions,
extend incentives previously reserved for
greenfield investment to FDI through
M&As, and even make active efforts to
attract suitable cross-border M&A
partners.

Although there are countries in which
exceptional circumstances may be overriding
for some time (for example, for economies in
transition implementing massive privatization
programmes or countries experiencing financial
crises), most countries are characterized by a
mixture of normal and exceptional
circumstances. Thus, even countries in sound
economic condition might have a number of
enterprises (or even entire industries) that are
uncompetitive and require restructuring. And,
of course, competitive enterprises can also be
targets of cross-border M&As. The factors that
influence the impact (box VI.15) of cross-border
M&As on development — regardless of
circumstances — were summarized in June

At an intergovernmental meeting
organized by UNCTAD at Geneva, from 19 to
21 June 2000, experts from developed and
developing countries and from economies in
transition agreed on an “Outcome” of the
meeting that included the following
observations as regards the impact of cross-
border M&As:

“The following possible positive effects
were mentioned: immediate capital
inflows; immediate or follow-up new
investment and resulting job creation; job
conservation as acquired ailing firms are
rescued or acquired firms are able to grow;
immediate transfer of technology,
especially information technology, and of
managerial and other skills, leading to
improved competitiveness; transfer of
marketing skills;  improvement of
corporate governance; access to, and

Box VI.15.  Intergovernmental experts on cross-border M&As: views on impactBox VI.15.  Intergovernmental experts on cross-border M&As: views on impactBox VI.15.  Intergovernmental experts on cross-border M&As: views on impactBox VI.15.  Intergovernmental experts on cross-border M&As: views on impactBox VI.15.  Intergovernmental experts on cross-border M&As: views on impact

integration with, global markets and
increased exports; restructuring of firms
and industries; longer-term industry
development perspective; greater
efficiency and productivity and improved
quality of services; and increased tax and
privatization revenues.”

“The following possible challenges were
identified: immediate reduction of
employment; increase of concentration;
less competition; no addition to the capital
stock at the time of entry; possible low
pricing of sold assets due, for example, to
a lack of expertise; shrinking of domestic
stock markets; crowding out of local
enterprises, especially SMEs; loss of
indigenous brands; cost of arbitration; and
increase in the foreign control of a host
country’s economy, of special concern in
sectors considered of strategic importance
for the country.”

Source:  UNCTAD, 2000e, paras. 5-6.
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2000 in the “Outcome” of an intergovernmental
Expert Meeting on Mergers and Acquisitions
as follows (UNCTAD, 2000e, para. 7):

“The economic policy framework and
the country’s level of development are
key. Other factors affecting the impact
are: whether a short- or long-term
perspective is taken to evaluate effects;
the normal or exceptional circumstances
(such as privatization programmes or
financial crises) in which cross-border
M&As take place; the motivation of the
investor (e.g. market seeking or
efficiency seeking); the situation of the
acquired enterprise; and the availability
of alternatives as regards modes of entry
of investment.”

Many of these factors — and the specific
consequences of cross-border M&As — can be
influenced by policy measures.  This underlines
the central message of WIR99, which dealt with
FDI and development generally, namely that
policy matters. Policy matters especially when
it comes to the risks and negative effects
associated with cross-border M&As. This is not
to minimize the importance of various
alternatives to cross-border M&As. For
example, while cross-border M&As are an
alternative to greenfield FDI, the viability of
other options such as strategic alliances or
public intervention must also be considered
carefully.  There may even be a role for
international action (box VI.16).

Policy also matters (as in the case of
domestic M&As) in that sectoral policies need
to address a number of potential negative
effects, e.g. as regards employment and
resource utilization. In addition, FDI policies
in general can be used to maximize the benefits
and minimize the costs of cross-border M&As,
through e.g. sectoral reservations, ownership
regulations, size criteria, screening and/or
incentives. Specific cross-border M&A policies
can also be used for some of the same purposes,
e.g. the screening of cross-border M&As to
ensure that they meet certain criteria.

The most important policy instrument,
however, is competition policy. The principal
reason is that M&As can pose threats to
competition, both at the time of entry and
subsequently. The search for increased market
share and market domination is one of the
characteristics of business behaviour. In the new

knowledge-based economy, the search for
market power — or even monopoly — is
accentuated by the nature of the costs of
knowledge-based production.  As was recently
observed: “the constant pursuit of that
monopoly power becomes the central driving
thrust of the new economy” (Summers, 2000,
p. 2). Indeed, the threat of monopoly, or tight
oligopoly, is potentially the single most
important negative effect of cross-border M&As
and therefore poses the single most important
policy challenge. The challenge, more precisely,
is to ensure that policies are in place to deal
with those M&As that raise competitive
concerns, and that they are implemented
effectively.

Indeed, as FDI restrictions are
liberalized worldwide, it becomes all the more
important that regulatory barriers to FDI are
not replaced by anticompetitive practices of
firms.30  This means that, as observed in WIR97,
“the reduction of barriers to FDI and the
establishment of positive standards of
treatment for TNCs need to go hand in hand
with the adoption of measures aimed at
ensuring the proper functioning of markets,
including, in particular, measures to control
anticompetitive practices by firms” (UNCTAD,
1997a, p. XXXI).31  This puts the spotlight
squarely on coordinated competition policy as
a means to assess and address the impact of
cross-border M&As on host-country economies,
although policies aimed at maintaining a well-
defined contestability of markets also have a
role to play (UNCTAD, 1997a). It also suggests
that the culture of FDI liberalization that has
become pervasive, combined with the growing
importance of cross-border M&As as a mode
of entry, has to be complemented by an equally
pervasive culture recognizing the need to
prevent anticompetitive practices of firms. In
the context of cross-border M&As, this requires
the adoption of competition laws and their
effective implementation, paying full attention
not only to domestic, but also to cross-border
M&As, both at the entry stage and
subsequently. M&A reviews are indeed the
principal interface between FDI and
competition policy. Thus, there is a direct,
necessary and enlarging relationship between
liberalization of FDI entry through M&As on
the one hand and the importance of competition
policy on the other.

Increasingly, however, competition
policy can no longer be pursued effectively
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Even domestic firms that are well-
managed and profitable may find themselves
in serious financial difficulties because of
events beyond their control. For example, a
sudden and steep depreciation of a country’s
currency can lead to a large increase in its
domestic firms’ import costs and liabilities
denominated in foreign currencies.  If the
depreciation is furthermore part of a financial
crisis for the country, the lack of access to
finance, whether from national or international
banks or from the government, can threaten the
very survival of firms, especially in developing
countries.  In consequence, small and medium-
sized enterprises, in particular, may go
bankrupt or be taken over at fire-sale prices.
This in turn can be a blow to the domestic
enterprise sector — the cornerstone of economic
development.

The principle of international financial
assistance is that if countries are in trouble,
special funds and facilities set up in the
framework of international financial agencies
come to their aid.  Recent experience has
highlighted some of the shortcomings of the
existing arrangements, and ways and means of
reshaping and strengthening the international
financial architecture are being explored.  This
revised architecture might conceivably include,
among other things,  schemes to strengthen the
ability of governments to help firms facing
liquidity problems under crisis conditions.

During the recent Asian financial crisis, a
number of countries have experimented with
such schemes.  Examples (see Stone, 1998)
include  the “Jakarta  Initiative” under which
over-exposed Indonesian firms approach their
creditors for a standstill and the creditors
provide new funding, if the firm is considered
viable and creditors can reach consensus. In the
Republic of Korea, the Financial Supervisory
Committee has  provisions for the exchange of
short-term foreign debt owed to commercial
banks for government-guaranteed debt of
longer maturity.  In Thailand, the Corporate
Debt Restructuring Advisory Committee,
chaired by the Bank of Thailand, has introduced
a non-binding debt-restructuring scheme.

At the international and regional levels,
recent schemes (which often are administered
through national restructuring agencies in the
countries concerned) include the following: 1

Box VI.16.  International support for firms in currency-related distressBox VI.16.  International support for firms in currency-related distressBox VI.16.  International support for firms in currency-related distressBox VI.16.  International support for firms in currency-related distressBox VI.16.  International support for firms in currency-related distress

• The International Finance Corporation
(IFC), the private-sector arm of the World
Bank, provides capital, generally in the form
of long-term equity and loans, to enterprises
in developing countries (IFC, 2000, p. 20).
It also undertakes short-term interventions
when necessary.  In Indonesia, for instance,
the IFC has set up a facility for trade finance
and working capital to assist exporters with
short-term finance (IFC, 2000, p. 32).  In
collaboration with Chase Capital Partners of
Hong Kong (China) and other Asian
investors, the IFC established a restructuring
fund in 1999, the Asia Opportunity Fund,
that is expected to disburse up to $1.1 billion
over the next three to five years. In addition,
it has established the Asian Debt Facility to
provide loans and guarantees directly to
companies about to be restructured (IFC,
2000, pp. 32-33).  To date, the Asian
Opportunity Fund has invested in six firms,
while the Asian Debt Facility is yet to be
utilized.  Roughly 25 per cent of the finance
available had been disbursed by mid-2000.

• The Asian Development Bank established
the Asian Currency Crisis Support Facility
in 1998. Japan pledged $30 billion, of which
$100 million was made available during
1999 to five of the crisis-stricken economies.
Governments can use the loans for a variety
of purposes, including bank restructuring
and corporate-debt restructuring. To date,
Thailand has used $3 million from this
facility for restructuring specialized
financial institutions  (ADB, 2000, pp. 164-
165 and 266).

• EBRD activities reflect the concern over
liquidity squeezes and currency risks in
several ways.  A significant proportion of
EBRD operations involves the provision of
working capital, notably in countries and
situations where existing credit lines from
the local banking system may not be
renewed and access to foreign banking lines
may be difficult during financial sector
crises.  On this basis, EBRD can relieve the
liquidity squeeze on corporate borrowers
with sound long term fundamentals and
help relieve pressure on balance sheets from
possible foreign exchange losses.  Operation
design and client selection are tailored to the
Bank’s mandate in economies in transition.

/...
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through national action alone. The very nature
of cross-border M&As — indeed the emergence
of a global market for firms — puts the
phenomenon into the international sphere. This
means that competition authorities need to
have in place, and to strengthen, cooperation
mechanisms among themselves at the bilateral,
regional and multilateral levels, in order to
respond effectively to M&As and anti-
competitive practices of firms that affect their
countries.32  The UNCTAD Set of Principles and
Rules on Restrictive Business Practices is, to
date, the only multilateral instrument in this
area (box VI.17). International action is
particularly important when dealing with
cross-border M&As with global dimensions,
especially for smaller countries that lack the

resources to mount and enforce such policies
on their own (box VI.18).

*  *  **  *  **  *  **  *  **  *  *

In chapter V, an intriguing parallel was
drawn between the emergence of a national
market and production system in the United
States during the last decade of the nineteenth
century, in the wake of a massive domestic
M&A wave, and the emergence at the present
time of a global  market for firms, as a
complement of the evolving global market for
products and services and the development
of an international production system. The
United States wave, and the quest for increased
market power that was part and parcel of it,

Currency risks are managed and hedged to
the extent possible, including through the
use of local currency financing instruments
in certain countries.  In addition, the EBRD
is also involved in programmes supported
by the European Commission, the Group of
7 and individual donor countries designed
to mitigate the high risk of operating in
certain countries and sectors, including those
vulnerable to financial crises.

The question arises whether the volume,
coverage and terms of reference of such regional
and international schemes ought to  be extended
so as to provide a greater and more rapidly accessible
measure of financial support to firms — including
small and medium-sized enterprises — in distress
because of developments over which they have
no influence.

The numerous problems associated with
such schemes call for careful analysis.  They

Box VI. 16.  International support for firms in currency-related distress (concluded)Box VI. 16.  International support for firms in currency-related distress (concluded)Box VI. 16.  International support for firms in currency-related distress (concluded)Box VI. 16.  International support for firms in currency-related distress (concluded)Box VI. 16.  International support for firms in currency-related distress (concluded)

Source:   UNCTAD.
a Precursors of these included the Foreign Exchange Risk Coverage Trust Fund (Ficorca), established

in 1983  in Mexico to restructure corporate foreign debt. Participating firms were able to swap foreign
debt for peso-denominated debt under a Government-guaranteed exchange rate. Some 2,000
corporations participated and approximately $12.5 billion of debt was restructured.  Similar
arrangements are operational in Chile, Hungary, Poland. In the United Kingdom, the “London
Approach” was introduced in 1989 and is another example of a Government-mediated approach to
corporate debt restructuring. Between 1989 and 1997, the Government, in conjunction with the Bank
of England, handled 160 cases  (Stone, 1998).

begin with the need to have in place
appropriate national restructuring and
bankruptcy procedures. They include the need
to determine the form that a liquidity provision
should take. And, in particular, they involve the
need to define criteria and conditions for
screening firms deserving assistance.  The
precise implementation  modalities are likely
to differ by country and industry, depending
on the specific cause and extent of financial
distress.  A monitoring of the firms’
performance would also need to be in place and
measures would need to be taken to avoid
moral hazard. Nevertheless, if  fostering
domestic enterprise is important for
development, it  might be worthwhile
considering whether international schemes
along these lines could assume the role of a
rescuer of well-functioning enterprises in
developing countries hit by financial
difficulties under exceptional circumstances, so
that the stock of otherwise healthy domestic
enterprises is preserved     and continues to grow.
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caused the courts of that country (beginning
in 1903) to interpret the (1890) Sherman
Antitrust Act to cover M&As and, eventually,
Congress to adopt (in 1914) the Clayton Act,
which prohibited M&As likely to lessen
competition, and the Federal Trade
Commission Act, which created the Federal
Trade Commission to police violations of the
Act. This marked the beginning of M&A control
in the United States and of a process which,
over the nearly 100 years since then, has led
to a further strengthening of that country’s
competition control system.33  The Sherman Act
also was the antecedent of similar legislation
in other countries. Today, some 90 countries
have adopted antitrust laws, most of which
were introduced in the 1990s.

The world economy today may well be
seeing the beginning of a similar challenge in
terms of global market structure and
competition. If the parallel with the United
States experience is indicative, this could mean
that what is already happening may be only
the beginning of a massive consolidation
process at the regional and global levels. If so,
it is all the more important to put in place the
necessary policy instruments to deal with this
process. Among these policy instruments,
competition policy has pride of place. In the
end, a global market for firms may need a global
approach to competition policy, an approach
that takes the interests and conditions of
developing countries fully into account.

The Set of Multilaterally Agreed Equitable
Principles and Rules for the Control of
Restrictive Business Practices was adopted by
the United Nations General Assembly in 1980
as a voluntary instrument. It is addressed to
Governments and stresses that States should
adopt, improve and effectively enforce
appropriate legislation and procedures for the
control of restrictive business practices (RBPs),
by domestic firms as well as TNCs. Since 1980,
many States have adopted national competition
legislations that  include provisions on RBPs.
The main objectives of the Set are:

• to ensure that RBPs do not impede or negate
the realization of benefits from trade
liberalization;

• to attain greater efficiency in international
trade and development;

• to protect and promote social welfare in
general and, in particular, the interests of
consumers.

To this end, the Set calls for enterprises to
refrain from practices including “mergers,
takeovers, joint ventures or other acquisitions
of control” (Section D,4(c)) when, “through an
abuse or acquisition and abuse of a dominant
position of market power, they limit access to
markets or otherwise unduly restrain
competition” (Section D,4). Hence, the Set calls
for control of such M&As, especially when they

Box VI.17. The UNCTBox VI.17. The UNCTBox VI.17. The UNCTBox VI.17. The UNCTBox VI.17. The UNCTAD Set of Principles and Rules on Restrictive Business PracticesAD Set of Principles and Rules on Restrictive Business PracticesAD Set of Principles and Rules on Restrictive Business PracticesAD Set of Principles and Rules on Restrictive Business PracticesAD Set of Principles and Rules on Restrictive Business Practices

adversely affect international trade and
development.

Cross-border M&As should therefore be
dealt with in a holistic way, taking into
consideration their various developmental
impacts, such as concentration of economic
power,  on the one hand, and the encouragement
of innovation on the other. There is a need to
regulate transactions that carry the highest
possibility of anti-competitive behaviour
(including cross-border M&As) to minimize their
negative impacts on development. There is also
a need for international co-operation in the area
of cross-border M&A control, including through
the exchange of information and co-operation in
proceedings, subject, however, to confidentiality
safeguards.

The Set established an institutional
machinery within UNCTAD to monitor its
application through regular exchanges of
information on the implementation of the Set’s
recommendations, an annual review of
developments by UNCTAD, consultations,
continued work on a model law on RBPs, and
wide-ranging technical assistance. These
measures are meant to strengthen the capacity
of the developing world to deal effectively with
cross-border M&As. The next quinquennial
review conference is scheduled for 25-29
September 2000, to review all aspects of the Set,
including the role of competition policy in
economic development.....

Source: UNCTAD, 1996b.
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The growth of cross-border M&A activities
draws increased attention of policy makers
towards competition policy and merger review.
The globalization of markets and production
poses challenges for the design of appropriate
competition policies and especially for an
effective policy implementation. For developing
countries, this applies both in the case when a
local firm is directly involved in a merger or an
acquisition, and when mergers take place
between major foreign TNCs with indirect
consequences for third countries. This growing
international dimension of M&As may call for
new initiatives to strengthen international co-
operation between competition authorities in
developed and developing countries.

Technical assistance in the area of
competition policy already exists at both the
bilateral and multilateral levels.  At the
multilateral level, UNCTAD, in co-operation
with other organizations such as the World
Bank, the WTO and the OECD, provides
assistance to developing countries and
economies in transition. The main types of
requests for assistance include:

• States without competition legislation may
request information about restrictive
business practices (RBPs) or introductory
seminars;

• States that are in the process of drafting
legislation in the area may request
information on legislation in other countries
and seek drafting advice;

• States that have just adopted competition
legislation may seek advice on setting up a
competition authority, including the training
of officials through workshops and on-the-
job training with competition authorities that
have more experience;

• States that have adopted legislation and
which have experience in the control of RBPs
may wish to consult one another on specific
cases and exchange information;

Box VI.18. TBox VI.18. TBox VI.18. TBox VI.18. TBox VI.18. Technical assistance and international co-operation in the area of merger reviewechnical assistance and international co-operation in the area of merger reviewechnical assistance and international co-operation in the area of merger reviewechnical assistance and international co-operation in the area of merger reviewechnical assistance and international co-operation in the area of merger review

• States that wish to revise their legislation
might seek expert advice from competition
authorities in other States.

In addition to the work that is currently
conducted, it may be worth exploring how
international co-operation (including regional
co-operation) in this area may be strengthened.
For example, non-confidential information on
specific M&A cases could be made available to
a greater extent to developing countries. Even
countries without a merger review system may
be interested in learning about the potential
effects of major M&As, e.g. if there is risk for
the creation and abuse of a dominant position
in specific markets. In some cases, competition
authorities in developing countries could
benefit from technical assistance provided by
developed country authorities to assess the
likely impact of individual M&As on the
market structure in their countries. Naturally,
that would have to take important aspects into
account, such as the confidentiality of some of
the information submitted by the merging
parties, the short time allowed for merger
reviews and the problem of determining which
developing countries may be concerned in an
individual case.

Enhanced bilateral or regional co-
operation and joint investigation of M&As may
also be further explored. Bilateral or
multilateral exchanges of information in the
area of merger control are today limited to a
few countries and sometimes based on personal
relations. Nevertheless, the importance of close
bilateral co-operation in reviews of individual
merger cases has been recognized in many
countries, as witnessed by the joint
investigations and co-ordinated remedies of
some large M&As conducted by the EU and the
United States recently. Such contacts
increasingly take place also among the
competition authorities of developing
countries. For example, in Brazil, an exchange
of information and experience has taken place
with competition authorities in Argentina,
Mexico, the United States and Venezuela.

Source:   UNCTAD.
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1 In Latin America, for example, extensive
purchases of local firms by Spanish
investors have been dubbed reconquista
(“New world conquest”, Time, 1 May 2000,
pp. 44-48), and the sale of well-known firms
to foreign investors has generally aroused
concern (see, for example, “The nationalist
groundswell in Brazil”, The Economist, 26
February 2000, pp. 67-68).

2 The purchases of the Center and the studios
— Columbia Pictures and Tristar Pictures —
proved to be bad investments.  Both suffered
losses soon after the purchase.  The Center
was repurchased by United States investors
by the mid-1990s (“Rockefeller Center heads
back to American hands”, International
Herald Tribune, 13 September 1995; “Sony’s
American dream turns sour”, International
Herald Tribune, 18 November 1994). On the
press reaction, see, for example, “For sale:
America”, Time, 14 September 1987, pp. 52-
62; or “The selling of America”, Fortune, 23
May 1988, pp. 55-64.

3 In theory, of course, foreign direct investors
could even then  engage in greenfield
investments. In some cases, they actually do
because it may be more advantageous for
them to start afresh than to rehabilitate an
existing facility.

4 The two modes can also be linked with each
other. For example, a foreign firm that enters
a host country via an acquisition may
immediately expand via new investment. If
this investment is financed through an
increase in the parent firm’s equity stake in
the affiliate, it constitutes greenfield FDI.
Conversely, an affiliate established via a
greenfield project may expand through
acquisitions of local companies, which will
be FDI if financed by the parent company.

5 M&As and greenfield investments also face
different sets of information and strategic
needs, and have different advantages and
disadvantages. In M&As, the targeted firm
embodies information on markets, inputs,
factors and local policies, and comprises a
set of ready-made skills, capabilities and
routines. At the same time, it requires the
acquirer to collect information on how good
or useful these capabilities are and whether
they can be efficiently digested. A greenfield
investment does not have access to ready-
made information or capabilities, but it also
does not require the investor to digest alien
skills and routines.

6 The risk would be reflected in the price, but
this does not reduce the economic cost if a
venture goes wrong. To the extent that this
is a real possibility, and greenfield entry is

able to make better-informed decisions,
there may be a net cost associated with
cross-border M&As. The appropriate policy
response is to improve the availability of
corporate information, the transparency of
governance, and the efficiency of capital
markets.  This would be advisable in any
case for attracting FDI in any form and,
indeed, for promoting economic
development.

7 Except in the case of an exchange of stock
between the two companies involved in a
merger or acquisition.  However, this is
much less frequent in developing countries
than in developed countries.

8 It should, however, be noted that some large
cross-border M&A transactions include
long-term financing arrangements (some
extending up to 20 years).

9 Alternatively, revenues in foreign currencies
from the sale of state-owned firms can be
kept in separate accounts and released only
gradually. Also, under certain
circumstances, appreciation can be
desirable. This was the case in some
countries during the Asian financial crisis
as the sharp depreciation in exchange rates
brought about a debilitating increase in the
corporate debt-servicing liability
denominated in foreign currency.

10 The loss of financial resources is due to the
lower sale price of the assets sold; this does
not necessarily affect the subsequent
performance of the acquired firm or the
subsequent development impact of a given
acquisition.  One example where the sale
price of a privatized state-owned enterprise
was perhaps far from optimal but the long-
term performance of the acquired firm was
positive is the purchase of Czech Skoda
Auto by Volkswagen.

11 Asset stripping can, of course, be
undertaken by domestic investors as well,
as evidence from Hungary suggests. During
privatizations in Hungary, foreign buyers
usually paid the full price for enterprises,
while local buyers often used “soft”
payment techniques, arbitraging between
the nominal price and the price they
received after dismembering the purchased
companies and selling the component assets
at a premium (Mih�lyi, 2000).

12 Twenty-six privatized foreign affiliates and
two greenfield affiliates were surveyed in
Argentina.

13 The survey conducted from January to June
1999 reviewed the pre- and post-
privatization performance of 23 major
companies selected from 7 Central and
Eastern European countries: Croatia, the

NotesNotesNotesNotesNotes
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Czech Republic, Hungary, Latvia, Poland,
Romania and Slovenia.  In 22 of these
companies, the performance of the two or
three years following privatization could be
followed up with detailed data.  Data
availability for the two years preceding
privatization was more limited, but still
satisfactory: 16 firms provided data in this
respect.  The combined asset value of these
enterprises at the time of their privatization
exceeded $5 billion, i.e. 8 per cent of the
combined inward stock of the seven
countries. The increase in investment before
privatization was most likely due to the
restructuring of these enterprises prior to
their sale.

14 Another example of the acquisitions of
competitive firms not leading to sequential
investment includes acquisitions made with
a view to achieving a financial gain, i.e.
those related to portfolio investment.  They
can dominate cross-border M&As in some
industries in developing countries, as
appeared to have been the case in Chile in
power generation and banking in the second
half of the 1990s.  This does not mean,
however, that acquisitions of efficient firms
cannot lead to sequential investment.  Such
acquisitions can be a preferred way to enter
new markets, because they are faster than
greenfield FDI, they save TNCs considerable
effort and transaction costs, and do not
intensify competition in the market.  If this
happens in a developing country like
Argentina, it  may lead to sequential
expansionary investment, as seems to have
been the case in the acquisitions covered by
the study mentioned earlier (Chudnovsky
and López, 2000).

15 This matter may be complicated by the fact
that firms involved in cross-border M&As
may be subject to different corporate-
governance rules and practices. The OECD
Principles of Corporate Governance may be
of relevance here (UNCTAD, 2000a, vol. IV).

16 However, a greenfield investment may not
use technology of the latest vintage if local
factor endowments make the use of older
vintages more economical.  Similarly, TNCs
may, where appropriate, deploy used
equipment in a new plant.

17 The results cited do not distinguish between
cross-border and other M&As but some
studies suggest that, if anything, cross-
border M&As generate better results at the
firm level than domestic ones (see chapter
V).

18 R&D in computer software clusters, such as
those in Bangalore, India, is an example (see
UNCTAD, 1995a, chapter III).

19 When General Electric acquired a majority
share in Tungsram in 1990, its restructuring
led to an initial reduction of R&D activities

in the latter (Weiszburg, 1997).  This changed
in 1994 when GE fully bought out Tungsram
and made its research centre its only
overseas R&D facility and re-focussed it on
light source research (Marer and Mabert,
1997).

20 See chapter V; Hamill, 1993, pp. 95, 112-118;
UNCTAD, 1999a, pp. 100-101.  A study of
55 acquired firms in Denmark over the
period 1975-1990 attempted to examine the
relationship between the motivation of the
acquirer and impact on employment: it
showed that employment rose in all
categories of firms for the first five years
after the acquisition, showing a 30 per cent
increase over the time of acquisition.
Thereafter, paths diverged according to the
motive for the acquisitions.  Market-seeking
acquisitions — generally with low techno-
logical assets — showed a decline in
employment, reaching their original level of
employment by the tenth year.  Employment
in affiliates established through strategic-
asset-seeking and efficiency-seeking
acquisitions continued to rise, with the latter
showing more sustained rises. In the tenth
year, employment in the asset-seeking firms
was around 45 per cent higher than at the
time of acquisition, while in efficiency-
seeking M&As, it was 80 per cent higher
(Pedersen and Valentin, 1996).

21 Data for four large firms in the food industry
acquired by TNCs between 1995 and 1997
show that employment in 1999 increased in
three cases and remained constant in one
(Costa Rica, Ministry of Foreign Trade,
2000).

22 See, for example, the reference to asset-
seeking firms in footnote 20 (Pedersen and
Valentin, 1996).

23 Employment in the automotive industry in
the Triad countries decreased by roughly
one-quarter during the 1980s and continued
to decline during the 1990s, despite an
increase in output.  In several developing
countries (e.g. Argentina and Thailand),
however, employment in the industry rose
during the period 1990-1997, while in a few
others (e.g. Brazil) it declined (Romijn, et al.,
forthcoming).

24 “More bank unions set up to protect staff”,
The Nation, 9 March 2000.

25 Based on data from the International
Telecommunications Union (1993, 1996-1997
and 1999), and Hunya and Kalotay (2000).
It should be noted that, in a number of
countries, employment increased after
privatization.

26 For example, Tatramat, the state-owned
white goods company in Slovakia,
employed 2,300 people in 1989, of whom
1,000 were laid off in 1990-1991.  Of the
remaining employees, 550, working in the
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washing machine arm of the firm, were
transferred to another part of Tatramat when
Whirlpool (United States) acquired shares
in a joint venture with Tatramat for the
production of washing machines in 1992.  In
1993, employment in the joint venture was
reduced from 470 to 219, with the early
retirement of some workers and the
dismissal of others who did not accept the
management systems and conditions
introduced by Whirlpool (Ferencikova,
2000).

27 Examples include the Standortssicherungs-
vereinbarungen in Germany, the four-year
agreements recently signed between the
United Auto Workers Union and the auto
producers in the United States, and the
agreement between the International
Association of Machinists and Boeing in the
United States (ILO, 2000).

28 The Wall Street Journal, 11 September 1998,
and http://wev.netlink.net/preparedfoods/
1998/9807/latin.htm.

29 The definition of which industries are
“strategic” differs from country to country.

It also changes over time.
30 Government actions, including incentives

and market privileges to attract foreign
investors, also contribute to an environment
that provides scope for anti-competitive
practices (UNCTAD, 1997a).

31 For a full discussion of the interrelationship
between FDI, market structure and
competition policy, see UNCTAD, 1997a.

32 For a detailed discussion of international
cooperation in this area, see UNCTAD,
1997a. For a recent contribution to this
discussion see United States, Department of
Justice, 2000.

33 The most important additions came in 1950,
when the Clayton Act was significantly
amended, and in 1976, when the Hart-Scott-
Rodino Antitrust Improvement Act was
adopted to provide the Federal Government
with the opportunity to review the impact
on competition of M&As and other
consolidations before they are completed
(see www.usdoj.gov/atr; and www.ftc.gov
for more information).
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table A.II.3.le A.II.3.le A.II.3.le A.II.3.le A.II.3. Central and Eastern Eur Central and Eastern Eur Central and Eastern Eur Central and Eastern Eur Central and Eastern Europe:ope:ope:ope:ope: FDI inflo FDI inflo FDI inflo FDI inflo FDI inflows bws bws bws bws by typey typey typey typey type,,,,, 1993-1999 1993-1999 1993-1999 1993-1999 1993-1999

(Millions of dollars)

(a) (a) (a) (a) (a) TTTTTotal FDI inflootal FDI inflootal FDI inflootal FDI inflootal FDI inflowswswswsws

CountrCountrCountrCountrCountryyyyy 19931993199319931993 19941994199419941994 19951995199519951995 19961996199619961996 19971997199719971997 19981998199819981998 19991999199919991999aaaaa 1993-19991993-19991993-19991993-19991993-1999

TTTTTotal Central and Eastern Eurotal Central and Eastern Eurotal Central and Eastern Eurotal Central and Eastern Eurotal Central and Eastern Europeopeopeopeope 6 9816 9816 9816 9816 981 6 2006 2006 2006 2006 200 14 56814 56814 56814 56814 568 13 39913 39913 39913 39913 399 19 88919 88919 88919 88919 889 21 14921 14921 14921 14921 149 23 37223 37223 37223 37223 372 105 559105 559105 559105 559105 559
Albania 58 53 70 90 48 45 41 405
Belarus 18 11 15 73 200 149 225 689
Bosnia and Herzegovina .. .. .. -2 1 10 10 19c

Bulgaria 40 105 90 109 505 537 770 2 157
Croatia 120 117 115 506 517 893 1 382 3 651
Czech Republic 654 869 2 562 1 428 1 300 2 720 5 108 14 641
Estonia 162 214 201 151 267 581 306 1 882
Hungary b 2 339 1 146 4 453 2 275 2 173 2 036 1 944 16 367
Latvia 45 214 180 382 521 357 366 2 064
Lithuania 30 31 73 152 355 926 486 2 053
Macedonia, TFYR .. 24 10 12 16 118 22 200d

Moldova, Republic 14 28 67 24 76 81 34 323
Poland 1 715 1 875 3 659 4 498 4 908 6 365 7 500 30 520
Romania 94 342 420 265 1 215 2 031 961 5 328
Russian Federation 1 211 640 2 016 2 479 6 638 2 761 3 309 19 056
Slovakia 168 245 195 251 206 631 322 2 018
Slovenia 113 128 176 186 321 165 90 1 179
Ukraine 200 159 267 521 624 743 496 3 009

(b) FDI equity inflo(b) FDI equity inflo(b) FDI equity inflo(b) FDI equity inflo(b) FDI equity inflows (cash basis)ws (cash basis)ws (cash basis)ws (cash basis)ws (cash basis)

CountrCountrCountrCountrCountryyyyy 19931993199319931993 19941994199419941994 19951995199519951995 19961996199619961996 19971997199719971997 19981998199819981998 19991999199919991999aaaaa 1993-19991993-19991993-19991993-19991993-1999

TTTTTotal Central and Eastern Eurotal Central and Eastern Eurotal Central and Eastern Eurotal Central and Eastern Eurotal Central and Eastern Europeopeopeopeope 5 9995 9995 9995 9995 999 4 8574 8574 8574 8574 857 11 63211 63211 63211 63211 632 9 7459 7459 7459 7459 745 14 06514 06514 06514 06514 065 14 95714 95714 95714 95714 957 11 55911 55911 55911 55911 559 72 85572 85572 85572 85572 855
Albania 58 53 70 90 48 45 43 407
Belarus 18 11 15 73 200 149 225 689
Bosnia and Herzegovina .. .. 0 -2 1 2 .. 1e

Bulgaria 40 105 90 109 492 505 476 1 817
Croatia 88 105 83 437 320 591 1 146 2 769
Czech Republic 654 869 2 562 1 428 1 300 2 540 4 877 14 230
Estonia 93 143 101 18 97 412 162 1 026
Hungary 2 339 1 146 4 453 1 788 1 811 1 410 1 675 14 622
Latvia 45 214 180 219 357 209 188 1 411
Lithuania 30 31 73 152 218 772 372 1 648
Macedonia, TFYR .. 20 1 5 9 103 10 148d

Moldova, Republic 14 28 65 21 70 57 37 292
Poland 892 884 1 807 2 845 2 663 4 323 .. 13 414f

Romania 37 188 207 151 655 1 346 656 3 240
Russian Federation 1 211 640 1 451 1 822 5 014 1 378 1 434 12 950
Slovakia 168 245 195 251 189 451 300 1 800
Slovenia 113 128 176 110 309 165 .. 1 001f

Ukraine 200 49 103 228 313 499 .. 1 392f

(c) FDI equity inflo(c) FDI equity inflo(c) FDI equity inflo(c) FDI equity inflo(c) FDI equity inflows paid in kindws paid in kindws paid in kindws paid in kindws paid in kind

CountrCountrCountrCountrCountryyyyy 19931993199319931993 19941994199419941994 19951995199519951995 19961996199619961996 19971997199719971997 19981998199819981998 19991999199919991999aaaaa 1993-19991993-19991993-19991993-19991993-1999

TTTTTotal Central and Eastern Eurotal Central and Eastern Eurotal Central and Eastern Eurotal Central and Eastern Eurotal Central and Eastern Europeopeopeopeope 449449449449449 665665665665665 830830830830830 859859859859859 1 9641 9641 9641 9641 964 2 0122 0122 0122 0122 012 1 1621 1621 1621 1621 162 7 9407 9407 9407 9407 940
Bosnia and Herzegovina .. .. .. .. .. 8 ..   8g

Croatia 33 12 32 69 25 6 11 189
Hungary b 142 173 117 57 22 10 11 532
Lithuania .. .. .. .. 23 .. .. 23h

Macedonia, TFYR .. 4 8 7 7 14 12 52d

Poland 217 212 298 314 453 281 .. 1 775f

Romania 57 154 213 114 560 685 305 2 088
Russian Federation .. .. .. .. 562 767 823 2 152i

Slovenia .. .. .. 6 5 .. .. 11j

Ukraine .. 110 161 291 307 241 .. 1 110k

/…
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ANNEX A

AnneAnneAnneAnneAnnex tabx tabx tabx tabx table A.II.3.le A.II.3.le A.II.3.le A.II.3.le A.II.3. Central and Eastern Eur Central and Eastern Eur Central and Eastern Eur Central and Eastern Eur Central and Eastern Europe:ope:ope:ope:ope: FDI inflo FDI inflo FDI inflo FDI inflo FDI inflows bws bws bws bws by typey typey typey typey type,,,,, 1993-1999  1993-1999  1993-1999  1993-1999  1993-1999 (contin(contin(contin(contin(continued)ued)ued)ued)ued)

(d) Rein(d) Rein(d) Rein(d) Rein(d) Reinvested earningsvested earningsvested earningsvested earningsvested earnings

CountrCountrCountrCountrCountryyyyy 19931993199319931993 19941994199419941994 19951995199519951995 19961996199619961996 19971997199719971997 19981998199819981998 19991999199919991999aaaaa 1993-19991993-19991993-19991993-19991993-1999

TTTTTotal Central and Eastern Eurotal Central and Eastern Eurotal Central and Eastern Eurotal Central and Eastern Eurotal Central and Eastern Europeopeopeopeope 227227227227227 425425425425425 906906906906906 319319319319319 321321321321321 227227227227227 615615615615615 3 0503 0503 0503 0503 050
Bulgaria .. .. .. .. - 50 -20 30i

Croatia .. .. .. .. 40 68 59 167i

Czech Republic .. .. .. .. .. 180 231 411l

Estonia 28 43 15 18 95 26 67 292
Latvia .. .. .. 35 53 60 89 237c

Lithuania .. .. .. .. 43 100 146 290i

Moldova, Republic .. .. .. .. 1 5 4 10i

Poland 199 382 888 244 25 -264 .. 1474f

Russian Federation .. .. .. .. .. .. 38 38m

Slovakia .. .. .. .. 1 - - 1i

Slovenia .. .. .. 21 58 .. .. 79j

Ukraine .. .. 3 2 4 3 .. 12e

(e) Intra-compan(e) Intra-compan(e) Intra-compan(e) Intra-compan(e) Intra-company loansy loansy loansy loansy loans

CountrCountrCountrCountrCountryyyyy 19931993199319931993 19941994199419941994 19951995199519951995 19961996199619961996 19971997199719971997 19981998199819981998 19991999199919991999aaaaa 1993-19991993-19991993-19991993-19991993-1999

TTTTTotal Central and Eastern Eurotal Central and Eastern Eurotal Central and Eastern Eurotal Central and Eastern Eurotal Central and Eastern Europeopeopeopeope  449 449 449 449 449  425 425 425 425 425 1 3181 3181 3181 3181 318 2 5342 5342 5342 5342 534 3 4733 4733 4733 4733 473 3 8103 8103 8103 8103 810 1 8011 8011 8011 8011 801 13 81013 81013 81013 81013 810
Albania .. .. .. .. .. .. -2 - 2m

Bulgaria .. .. .. .. 13 -17 315  311i

Croatia .. .. .. .. 44 76 55  175i

Estonia 42 28 85 115 75 143 77  564
Hungary .. .. .. 487 362 627 269 1 745c

Latvia .. .. .. 128 112 88 90  417c

Lithuania .. .. .. .. 70 54 -32  92i

Moldova, Republic .. .. 2 3 4 20 -8  21n

Poland 407 397 666 1 095 1 767 2 025 .. 6 357f

Russian Federation .. .. 565 657 1 062 616 1 014 3 914n

Slovakia .. .. .. .. 16 179 22  217i

Slovenia .. .. .. 50 -51 .. .. - 1j

Source: UNCTAD, FDI/TNC database.

Note: No official FDI data are available for Yugoslavia.  This table reflects a data revision for the Russian Federation
received after the closure of the Repor t.

a Preliminary.
b In Hungary, FDI equity in kind is not included in the FDI total.
c 1996-1999.
d 1994-1999.
e 1995-1998.
f 1993-1998.
g 1998.
h 1997.
i 1997-1999.
j 1996-1997.
k 1994-1998.
l 1998-1999.
m 1999.
n 1995-1999.
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table A.II.4.le A.II.4.le A.II.4.le A.II.4.le A.II.4.  Geographical distrib  Geographical distrib  Geographical distrib  Geographical distrib  Geographical distribution of outwarution of outwarution of outwarution of outwarution of outward FDI frd FDI frd FDI frd FDI frd FDI from Central and Eastern Eurom Central and Eastern Eurom Central and Eastern Eurom Central and Eastern Eurom Central and Eastern European countriesopean countriesopean countriesopean countriesopean countries

(Percentage)

                              Home countr     Home countr     Home countr     Home countr     Home country and yy and yy and yy and yy and yearearearearear CrCrCrCrCroatiaoatiaoatiaoatiaoatia CzCzCzCzCzececececechhhhh EstoniaEstoniaEstoniaEstoniaEstonia HungarHungarHungarHungarHungaryyyyy LatviaLatviaLatviaLatviaLatvia RussianRussianRussianRussianRussian SloSloSloSloSlovvvvvakiaakiaakiaakiaakia SloSloSloSloSloveniaveniaveniaveniavenia
RepubRepubRepubRepubRepublicliclicliclic  Federation Federation Federation Federation Federation

19991999199919991999  1998 1998 1998 1998 1998  1999 1999 1999 1999 1999 19991999199919991999 19991999199919991999 1995-19991995-19991995-19991995-19991995-1999 19991999199919991999 19981998199819981998
Host region and economHost region and economHost region and economHost region and economHost region and economyyyyy outflooutflooutflooutflooutflowswswswsws stocstocstocstocstockkkkk stocstocstocstocstockkkkk  outflo outflo outflo outflo outflowswswswsws   stoc  stoc  stoc  stoc  stockkkkk outflooutflooutflooutflooutflowswswswsws stocstocstocstocstockkkkk  stoc stoc stoc stoc stockkkkk

Central and Eastern EurCentral and Eastern EurCentral and Eastern EurCentral and Eastern EurCentral and Eastern Europeopeopeopeope 164.8164.8164.8164.8164.8 50.950.950.950.950.9 89.589.589.589.589.5 35.535.535.535.535.5 3.93.93.93.93.9 .......... 68.668.668.668.668.6 82.482.482.482.482.4
Bosnia and Herzegovina 39.2 - .......... .......... .......... .......... .......... 3.6
Croatia .......... 0.4 .......... 2.7 .......... .......... .......... 53.1
Czech Republic - .......... .......... .......... - .......... 35.9 0.7
Hungary -1.1 0.7 .......... .......... .......... .......... 9.7 4.0
Latvia .......... .......... 48.6 .......... .......... .......... .......... ..........
Lithuania .......... 0.5 38.2 .......... 0.9 .......... .......... ..........
Macedonia, TFYR 14.9 .......... .......... .......... .......... .......... .......... 4.0
Poland 93.1 3.8 .......... 4.5 - .......... 2.6 6.8
Romania .......... 0.6 .......... 23.5 .......... .......... .......... 0.8
Russian Federation - 1.0 0.5 1.5 0.7 .......... 4.1 1.4
Slovakia 2.8 21.0 .......... 3.3 .......... .......... .......... 0.1
Slovenia 13.7 18.9 .......... .......... .......... .......... .......... ..........
Ukraine .......... 2.8 2.1 .......... 1.0 .......... 13.4 1.4

DeDeDeDeDeveloped countriesveloped countriesveloped countriesveloped countriesveloped countries -85.9-85.9-85.9-85.9-85.9 31.931.931.931.931.9 1.11.11.11.11.1 58.858.858.858.858.8 4.94.94.94.94.9 .......... 24.324.324.324.324.3 19.119.119.119.119.1
  Eur  Eur  Eur  Eur  European Unionopean Unionopean Unionopean Unionopean Union 24.424.424.424.424.4 22.422.422.422.422.4 - 29.529.529.529.529.5 3.73.73.73.73.7 .......... 22.522.522.522.522.5 13.013.013.013.013.0

Austria 9.2 2.1 .......... 7.4 .......... .......... .......... 3.6
Germany 4.8 9.3 .......... 2.9 3.2 .......... 2.3 6.8
Italy 4.2 0.2 .......... .......... .......... .......... .......... 1.5
Netherlands .......... 3.2 -0.2 18.1 0.3 .......... .......... 0.5
United Kingdom 6.2 1.4 .......... .......... - .......... 20.2 1.2

  Other   Other   Other   Other   Other WWWWWestern Eurestern Eurestern Eurestern Eurestern Europeopeopeopeope -43.5-43.5-43.5-43.5-43.5 7.37.37.37.37.3 1.11.11.11.11.1 12.212.212.212.212.2 0.10.10.10.10.1 .......... 1.81.81.81.81.8 2.92.92.92.92.9
  Other de  Other de  Other de  Other de  Other developed countriesveloped countriesveloped countriesveloped countriesveloped countries -66.8-66.8-66.8-66.8-66.8 2.22.22.22.22.2 .......... 17.117.117.117.117.1 1.11.11.11.11.1 .......... .......... 3.23.23.23.23.2

United States -66.8 1.2 .......... 17.1 1.1 .......... .......... 3.3
DeDeDeDeDeveloping countriesveloping countriesveloping countriesveloping countriesveloping countries 0.30.30.30.30.3 17.217.217.217.217.2 8.18.18.18.18.1 5.25.25.25.25.2 90.490.490.490.490.4 .......... 2.12.12.12.12.1 2.42.42.42.42.4
  Africa  Africa  Africa  Africa  Africa 2.12.12.12.12.1 6.76.76.76.76.7 .......... - 79.579.579.579.579.5 .......... .......... 3.83.83.83.83.8

Liberia .......... .......... .......... .......... 79.5 .......... .......... 3.2
  Latin America and  Latin America and  Latin America and  Latin America and  Latin America and
    the Caribbean    the Caribbean    the Caribbean    the Caribbean    the Caribbean -0.6-0.6-0.6-0.6-0.6 6.86.86.86.86.8 0.30.30.30.30.3 - 4.24.24.24.24.2 .......... .......... 0.40.40.40.40.4

Virgin Islands .......... 4.2 .......... .......... - .......... .......... ..........
  De  De  De  De  Developing Asiaveloping Asiaveloping Asiaveloping Asiaveloping Asia -1.3-1.3-1.3-1.3-1.3 3.73.73.73.73.7 7.87.87.87.87.8 5.25.25.25.25.2 6.76.76.76.76.7 .......... 2.12.12.12.12.1 -1.8-1.8-1.8-1.8-1.8

Cyprus -1.3 2.4 7.8 .......... 6.6 .......... 2.1 -2.6
Korea, Republic of .......... .......... .......... 5.0 .......... .......... .......... ..........

Other and not specifiedOther and not specifiedOther and not specifiedOther and not specifiedOther and not specified 20.920.920.920.920.9 - 1.41.41.41.41.4 1.61.61.61.61.6 0.80.80.80.80.8 .......... 5.05.05.05.05.0 -3.9-3.9-3.9-3.9-3.9
TTTTTotalotalotalotalotal 100.0100.0100.0100.0100.0 100.0100.0100.0100.0100.0 100.0100.0100.0100.0100.0 100.0100.0100.0100.0100.0 100.0100.0100.0100.0100.0 .......... 100.0100.0100.0100.0100.0 100.0100.0100.0100.0100.0
Memorandum item:
Commonwealth of

  Independent States 0.1 4.2 2.7 1.5 2.3 11.2 17.5 2.9

Source: UNCTAD, FDI/TNC database.

Note: The survey and announcement-based figures presented in this table do not necessarily correspond to the balance-
of-payments data.
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table A.IVle A.IVle A.IVle A.IVle A.IV.1..1..1..1..1.          WWWWWorld crorld crorld crorld crorld cross-boross-boross-boross-boross-border M&As,der M&As,der M&As,der M&As,der M&As, b b b b by typey typey typey typey type
(horizontal,(horizontal,(horizontal,(horizontal,(horizontal, ver ver ver ver vertical,tical,tical,tical,tical, conglomerate) 1987-1999 conglomerate) 1987-1999 conglomerate) 1987-1999 conglomerate) 1987-1999 conglomerate) 1987-1999

(Percentages)

Number Value

Horizontal Vertical Conglomerate Horizontal Vertical Conglomerate
Year M&Asa  M&Asb M&Asc M&Asa   M&Asb M&Asc

1987 51.3 4.6 44.1 54.6 17.3 28.1
1988 54.6 4.8 40.6 61.1 1.4 37.5
1989 55.8 5.3 38.9 58.6 6.6 34.8
1990 54.8 5.0 40.2 55.8 3.4 40.9
1991 54.1 5.6 40.3 54.5 4.0 41.5
1992 54.6 5.4 40.0 60.9 4.4 34.7
1993 54.5 5.7 39.9 53.3 5.2 41.5
1994 54.1 5.6 40.4 61.0 7.3 31.8
1995 53.0 5.6 41.4 65.5 2.7 31.8
1996 54.0 5.7 40.3 56.9 5.5 37.6
1997 54.1 5.2 40.7 58.1 4.9 37.0
1998 56.5 6.2 37.3 68.8 5.9 25.3
1999 56.2 6.2 37.6 71.2 1.8 27.0

Source: UNCTAD, cross-border M&A database, based on data from Thomson Financial Securities
Data Company.

a  Defined as deals that were concluded in the same industry (at the two-digit level of SIC codes)
between the acquirer and the acquired firm.

b  Defined as deals that fall under the following combinations of industries between the acquirer and
the acquired firm: 0-57; 13,29,46-10,12,14; 13,29,46-49; 15,16,17-50; 15,16,17-57; 20-0; 20-51; 20-
54; 20-58; 21-51; 22,23-51; 22,23-53,56; 24,25,26-0; 24,25,26-15,16,17; 24,25,26-57; 27-48; 27-51;
28-49,72,79,80,83,84; 28-51; 30,32-0; 30,32-15,16,17; 30,32-50; 33,34-10,12,14; 33,34-15,16,17;
33,34-50; 33,34-52,55,59; 31-51; 31-57; 35 except 357-50; 35 except 357-52,55,59; 357-57; 357-
73,81,87; 36 except 366-50; 36 except 366-52,55,59; 366-48; 37 except 372, 376-40,41,42,44,47;
37  excep t  372 ,  376-75 ,76 ; 372 ,376-45 ; 38 -48 ; 38 -50 ; 38 -52 ,55 ,59 ; 39 -52 ,55 ,59 ; 48 -78 ;
60,61,62,63,67-65; 60,61,62,63,67-73,81,87; 70-40,41,42,44,47 and 70-45 at the two-digit level of
SIC codes.

c  Defined as deals that are not categorized as horizontal or ver tical M&As.
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table A.IVle A.IVle A.IVle A.IVle A.IV.2.2.2.2.2..... Cr Cr Cr Cr Cross-boross-boross-boross-boross-border M&As motivder M&As motivder M&As motivder M&As motivder M&As motivated bated bated bated bated by immediate financial gains and strategic reasons,y immediate financial gains and strategic reasons,y immediate financial gains and strategic reasons,y immediate financial gains and strategic reasons,y immediate financial gains and strategic reasons,aaaaa

1987-19991987-19991987-19991987-19991987-1999

(Billions of dollars and number of deals)

                       World                   Developed countries            Developing countries                     CEE

Motivated by Motivated by Motivated by Motivated by
Motivated economic Motivated economic Motivated economic Motivated economic

by financial and strategic by financial and strategic by financial and strategic by financial and strategic
Year Total gains reasons  gains reasons  gains reasons gains  reasons

Value in billion dollars

1987  74.5  4.9  69.6  4.9  67.9 -  1.7 - -
1988  115.6  4.8  110.9  4.5  108.2  0.3  2.6 - -
1989  140.4  9.2 131.1  8.8 126.5  0.4  4.6 - -
1990  150.6  26.1  124.5  17.3  116.9  8.8  7.3 -  0.3
1991  80.7  10.2  70.5  7.7  66.3  2.5  3.4  0.1  0.7
1992  79.3  17.4  61.9  14.9  53.7  2.3  5.8  0.2  2.4
1993  83.1  13.5  69.5  10.7  58.5  2.7  10.1  0.2  1.0
1994  127.1  12.9  114.1  7.9  102.9  4.7  10.3  0.4  1.0
1995  186.6  18.0  168.5  12.9  151.6  2.4  13.6  2.7  3.3
1996  227.0  27.0  200.0  19.6  169.1  7.1  27.6  0.3  3.3
1997  304.8  41.0 263.8  27.0  207.7  11.7  52.9  2.4  3.2
1998  531.6  59.8  471.2  33.1  412.1  25.9  54.9  0.8  4.3
1999  720.1  54.8 663.5  46.4  598.1  7.6  56.9  0.7  8.4

Number of deals

1987  862 65 797  60  754  5  43 - -
1988 1 480 84 1 396  73 1 333  11  62 -  1
1989 2 201 136 2 065  120 1 946  15  110  1  9
1990 2 503 194 2 309  164 2 135  29  160  1  14
1991 2 854 271 2 583  230 2 313  30  214  11  56
1992 2 721 263 2 457  215 2 102  36  239  12  116
1993 2 835 292 2 543  220 2 053  60  358  12  132
1994 3 494 377 3 115  270 2 486  87  488  20  141
1995 4 247 400 3 846  273 2 987  91  622  36  237
1996 4 569 406 4 162  260 3 168  116  760  30  234
1997 4 986 490 4 494  340 3 451  117  828  33  215
1998 5 597 504 5 089  378 3 888  103  986  23  215

1999 6 233 566 5 662  366 4 340  128  914  72  408

Source: UNCTAD, cross-border M&A database, based on data from Thomson Financial Securities Data Company.
Notes: Data are classified by region/economy of seller.  The components may not add up to totals due to deals which

cannot be classified by region.

a  Defined as deals in which the acquirer is a finance company (buyout firm, venture capital company, merchant bank,
commercial bank, etc.), acquiring a target firm whose main activity is non-financial.  However, target firms of industrial
combinations that are considered as aiming at operational rather than financial objectives are excluded.  These involve
financial companies with SIC codes as follows: 16, 44, 65, 83, 106, 107, 150, 151, 176, 183, 195, 201, 247, 310, 330,
334, 363, 439, 55 and 8.  Fur thermore, deals whose target firms engage in information retrieval services are also
excluded.
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ANNEX A

AnneAnneAnneAnneAnnex tabx tabx tabx tabx table A.IVle A.IVle A.IVle A.IVle A.IV.5.5.5.5.5.....  Modality of financing cr  Modality of financing cr  Modality of financing cr  Modality of financing cr  Modality of financing cross-boross-boross-boross-boross-border M&As,der M&As,der M&As,der M&As,der M&As, 1987-1999 1987-1999 1987-1999 1987-1999 1987-1999

(Billions of dollars and number of deals)

                Central and Eastern
               World                           Developed countries          Developing countries                      Europe

Year Total Cash-based Stock  swap Cash-based Stock  swap Cash-based Stock  swap Cash-based Stock  swap

Value in billion dollars

1987  74.5  71.6  1.5  71.0  0.4  0.6  1.1 - -
1988  115.6  113.2  1.6  110.5  1.6  2.8 - - -
1989  140.4  128.3  11.2 123.8  10.7  4.5  0.5 - -
1990  150.6  137.0  12.6 126.9  6.4  9.9  6.2  0.3 -
1991  80.7  78.0  2.3  71.4  2.3  5.8 -  0.8 -
1992  79.3  76.3  3.0  65.7  2.8  8.0  0.2  2.6 -
1993  83.1  68.7  14.3  55.7  13.4  11.8  0.9  1.2 -
1994  127.1 121.8  5.3  105.6  5.2  14.9  0.1  1.3 -
1995  186.6  172.8  13.8  151.9  12.7  14.9  1.0  5.9 -
1996  227.0  197.2  29.8  161.1  27.7  32.5  2.2  3.6 -
1997  304.8  272.4  32.4  212.5  22.2  54.5  10.1  5.4  0.1
1998  531.6  390.7  140.9  307.0  138.1  78.0  2.8  5.1 -
1999  720.1  458.7  261.4  383.8  260.8  64.0  0.5  9.1 -

Number of deals

1987  862  813  8  768  7  45  1 - -
1988 1 480 1 407  14 1 341  12  65  2  1 -
1989 2 201 2 073  51 1 947  47  117  4  9 -
1990 2 503 2 349  45 2 160  39  174  6  15 -
1991 2 854 2 764  22 2 464  39  235  1  65 -
1992 2 721 2 671  48 2 272  39  270  5  128 -
1993 2 835 2 760  75 2 210  39  408  10  142  2
1994 3 494 3 423  71 2 693  39  569  6  159  2
1995 4 247 4 151  96 3 191  39  688  25  271  2
1996 4 569 4 456  113 3 338  39  855  21  262  2
1997 4 987 4 875  112 3 700  39  927  18  246  2
1998 5 597 5 463  134 4 145  39 1 076  13  238 -
1999 6 233 6 079  154 4 564  39 1 033  9  477  3

Source: UNCTAD, cross-border M&A database, based on data from Thomson Financial Securities Data Company.

Note: The components may not add up to totals due to deals with unknown modalities of financing and deals which
cannot be classified by region.
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ANNEX A

AnneAnneAnneAnneAnnex tabx tabx tabx tabx table A.IVle A.IVle A.IVle A.IVle A.IV.8..8..8..8..8.  M&As and greenfield in  M&As and greenfield in  M&As and greenfield in  M&As and greenfield in  M&As and greenfield investment in fvestment in fvestment in fvestment in fvestment in foreign affiliates operating in the United States,oreign affiliates operating in the United States,oreign affiliates operating in the United States,oreign affiliates operating in the United States,oreign affiliates operating in the United States,

1980-19981980-19981980-19981980-19981980-1998

       Expenditures (billion dollars) Number

Year Total M&As Greenfield Share of M&As Total M&As Greenfield Share of M&As

1980 12.2 9.0 3.2 73.7 1659 721 938 43.5
1981 23.2 18.2 5.1 78.2 1332 462 870 34.7
1982 10.8 6.6 4.3 60.7 1108 395 713 35.6
1983 8.1 4.8 3.2 59.9 775 299 476 38.6
1984 15.2 11.8 3.4 77.9 764 315 449 41.2
1985 23.1 20.1 3.0 86.9 753 390 363 51.8
1986 39.2 31.4 7.7 80.3 1040 555 485 53.4
1987 40.3 33.9 6.4 84.2 978 543 435 55.5
1988 72.7 64.9 7.8 89.2 1424 869 555 61.0
1989 71.2 59.7 11.5 83.9 1580 837 743 53.0
1990 65.9 55.3 10.6 83.9 1617 839 778 51.9
1991 25.5 17.8 7.7 69.7 1091 561 530 51.4
1992 15.3 10.6 4.7 69.2 941 463 478 49.2
1993 26.2 21.8 4.5 83.0 980 554 426 56.5
1994 45.6 38.8 6.9 84.9 1036 605 431 58.4
1995 57.2 47.2 10.0 82.5 1124 644 480 57.3
1996 79.9 68.7 11.2 86.0 1155 686 469 59.4
1997 69.7 60.7 9.0 87.1 1112 640 673 57.6
1998a 201.0 180.7 20.3 89.9 1087 673 414 61.9

Source: UNCTAD, based on data provided in United States, Depar tment of Commerce, various issues a, b.

a Preliminary.

Note: Investment expenditures include funds raised in local as well as international markets.  For details, see box IV.3.
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table A.IVle A.IVle A.IVle A.IVle A.IV.21..21..21..21..21.          TTTTTransaction vransaction vransaction vransaction vransaction values of cralues of cralues of cralues of cralues of cross-boross-boross-boross-boross-border M&As of privder M&As of privder M&As of privder M&As of privder M&As of privatizatizatizatizatized firms,ed firms,ed firms,ed firms,ed firms,
bbbbby country country country country country of sellery of sellery of sellery of sellery of seller,,,,, 1987-1999 1987-1999 1987-1999 1987-1999 1987-1999

(Billions of dollars)

1987-1999
Country/economya 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 total

Brazil -  0.1 - - -  0.1 - - -  2.9  6.0  19.9  2.8  31.9

Argentina - - -  0.6  0.1  1.1  1.3  0.5  0.8  0.4  0.4  5.5  15.6  26.4

Australia -  0.4 - - -  0.8  0.5  0.1  4.2  5.2  6.9  2.6  3.7  24.3

Germany - - -  0.6  0.7  0.6  0.1  0.6  0.2 -  1.0  0.1  5.1  9.0

Belgium - - -  0.1 - -  1.4  0.4  0.6  5.6 - -  0.6  8.7

Sweden - - - - -  0.6  0.1  4.4  0.2  0.7 -  2.4 -  8.3

Poland - - - -  0.1  1.4  0.2  0.2  0.6  0.8  0.6  0.9  2.7  7.5

France  0.2  0.2 - -  0.2  0.1  0.1  1.4  1.5  0.3  0.6  1.3  0.1  5.9

Venezuela - - - -  2.0 - -  0.0  0.1  0.2  0.8  2.3 -  5.4

Philippines - - - -  0.1  0.4 -  0.6  0.1 -  3.1  0.8  0.1  5.3

Peru - - - - -  0.2  0.1  3.1  0.8  0.6  0.4 - -  5.1

Spain - - -  0.2  0.5 -  0.2  0.1  0.2  0.1  2.0  1.2  0.1  4.7

Kazakhstan - - - - - - - -  0.5  1.9  2.3 - -  4.6

Mexico - - -  1.8 -  0.3 - - -  0.1  2.1 -  0.3  4.6

Italy - -  0.3  0.1 -  0.5  0.6  0.9  0.3  0.6  0.0  1.1  0.2  4.6

United Kingdom -  0.1 -  0.1  0.1  0.4  0.2  0.3  0.5  1.8  0.5  0.5 -  4.5

Hungary - - -  0.2  0.3  0.3  0.3  0.1  1.6  1.4  0.2 - -  4.3

Netherlands - - - -  0.1 -  0.5 -  1.2 0.2 -  0.1  2.3  4.3

Colombia - - -  0.3 - - - - -  1.3  2.0 - -  3.8

Czech Republic - - - - - - -  0.3  1.9  0.2 -  0.1  1.2  3.7

Austria - - -  0.2 - -  0.1  0.3 - - -  2.8 -  3.5

New Zealand - -  0.4  0.6 -  0.3  0.2  0.1  0.1  0.2  0.1 -  0.6  2.7

Romania - - - - - - -  0.2  0.2  0.1  0.3  1.2  0.4  2.4

Russian Federation - - - - - -  0.3 -  0.1 -  1.9 - -  2.3

Chile - -  0.1 - -  0.1 -  0.6  0.1  0.3 - -  1.1  2.2

Ireland - - - - - - - - -  0.3  0.8 -  1.0  2.2

Thailand - - - - - - - - - - -  1.7  0.4  2.0

Bulgaria - - - - - - -  0.1 -  0.1  0.5  0.1  1.1  1.8

Finland -  0.1 - - - -  0.1 -  0.8  0.1 - -  0.7  1.8

Bolivia - - - - - - - -  0.7 -  0.9 -  0.1  1.7

South Africa - - - - - - - - - -  1.3  0.2  0.2  1.7

Czechoslovakia - - - -  0.5  0.8  0.2 - - - - - -  1.5

Croatia - - - - - - - -  0.1 -  0.1 -  1.2  1.3

Canada  0.2 -  0.3 -  0.1  0.2 -  0.3 - - - - -  1.2

Pakistan - - - - - - - - -  1.1 - - -  1.1

Nigeria - -  1.0 - - - - - - - - - -  1.0

El Salvador - - - - - - - - - - -  0.9 -  0.9

Portugal - - - - -  0.4 - - -  0.2 -  0.2 -  0.9

Panama - - - - - - -  0.1 - -  0.7 -  0.1  0.8

Morocco - - - - - -  0.1  0.1 - -  0.5 -  0.1  0.8

Lithuania - - - - - - - - - - -  0.5  0.3  0.8

Greece - - - - -  0.4  0.1 - -  0.1  0.1 -  0.1  0.8

Guatemala - - - - - - - - - - -  0.5  0.1  7.0

Dominican Republic - - - - - - - - - - - -  0.6  0.6

Hong Kong, China - - - - - - - - -  0.6 - - -  0.6

Indonesia - - - - - - - - -  0.3 -  0.1  0.2  0.6

Sri Lanka - - - - - - - -  0.1 -  0.2  0.1 -  0.5

India - - - - - - - - - - - -  0.4  0.4

Republic of Korea - - - - - - - - - - - -  0.4  0.4

China - - - - - -  0.1  0.1 - -  0.1 -  0.1  0.4

TTTTTOOOOOTTTTTAL AL AL AL AL WWWWWORLDORLDORLDORLDORLD  0.7  1.0  2.1  4.9  5.1  9.2  7.0  15.4  18.1  28.8  37.3  47.6  44.5  221.7

Source : UNCTAD, cross-border M&A database, based on data provided by Thomson Financial Securities Data Company.

a Ranked in descending order of the transaction value during the period 1987-1999.
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table A.IVle A.IVle A.IVle A.IVle A.IV.22..22..22..22..22.  Cr  Cr  Cr  Cr  Cross-boross-boross-boross-boross-border M&As of privder M&As of privder M&As of privder M&As of privder M&As of privatizatizatizatizatized firms,ed firms,ed firms,ed firms,ed firms, 1987-1999 1987-1999 1987-1999 1987-1999 1987-1999

(Billions of dollars)

          Developed countries                Developing countries

Latin South East Central
European United America and  and South- and Eastern

Year World Total Union Japan States Total Africa  the Caribbean East Asia  Europe

(a)   By countr(a)   By countr(a)   By countr(a)   By countr(a)   By country of acquiry of acquiry of acquiry of acquiry of acquirororororor

1987  0.7  0.7  0.3 -  0.3 - - - - -
1988  1.0  1.0  0.5 -  0.4 - - - - -
1989  2.1  2.1  1.3 -  0.4 - - - - -
1990  4.9  4.6  2.2  0.1  2.2  0.1 - -  0.1 -
1991  5.1  5.0  2.3  0.1  2.4  0.1 - -  0.1 -
1992  9.2  8.4  4.8  0.2  2.0  0.7 -  0.5  0.2 -
1993  7.0  5.5  3.6 -  1.4  1.4 -  1.0  0.4  0.1
1994  15.4  13.4  9.2 -  3.5  2.0 -  0.6  0.6 -
1995  18.1  16.2  10.3  0.3  4.6  1.9 -  0.7  0.8 -
1996  28.8  24.7  12.9  0.2  9.3  3.8  0.1  2.5  1.1  0.2
1997  37.3  29.4  11.8  0.2  13.9  7.9 -  3.2  2.5  0.1
1998  47.6  43.0  27.1 -  12.1  4.3 -  2.5  1.7  0.3
1999  44.5  42.2  33.1 -  7.3  1.5 -  0.9  0.6  0.8

(b)   By countr(b)   By countr(b)   By countr(b)   By countr(b)   By country of sellery of sellery of sellery of sellery of seller

1987  0.7  0.6  0.2 - - - - - - -
1988  1.0  0.9  0.4 - -  0.1 -  0.1 - -
1989  2.1  1.1  0.3 - -  1.1  1.0  0.1 - -
1990  4.9  2.0  1.3 - -  2.8 -  2.8 -  0.2
1991  5.1  1.9  1.7 -  0.1  2.4 -  2.2  0.1  0.8
1992  9.2  4.4  3.1 - -  2.4 -  1.8  0.4  2.5
1993  7.0  4.1  3.4 - -  1.9  0.1  1.6  0.2  1.0
1994  15.4  8.9  8.4 - -  5.5  0.1  4.6  0.7  0.9
1995  18.1  9.9  5.6 - -  3.7  0.1  2.9  0.2  4.5
1996  28.8  15.4  10.0 - -  10.7  0.3  6.1  2.3  2.7
1997  37.3  13.3  5.1 - -  20.5  1.0  13.4  3.5  3.5
1998  47.6  12.4  9.7 - -  32.3  0.3  29.2  2.7  2.9
1999  44.5  14.9  10.3 - -  23.9  0.2  20.8  1.5  5.7

Source: UNCTAD, cross-border M&A database, based on data from Thomson Financial Securities Data Company.
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Annex B                     Definitions and Sources

A.  General definitionsA.  General definitionsA.  General definitionsA.  General definitionsA.  General definitions

1.  T1.  T1.  T1.  T1.  Transnational corporationsransnational corporationsransnational corporationsransnational corporationsransnational corporations

Transnational corporations (TNCs) are incorporated or unincorporated enterprises comprising
parent enterprises and their foreign affiliates.  A parent enterprise is defined as an enterprise that controls
assets of other entities in countries other than its home country, usually by owning a certain equity
capital stake.  An equity capital stake of 10 per cent or more of the ordinary shares or voting power for
an incorporated enterprise, or its equivalent for an unincorporated enterprise, is normally considered
as a threshold for the control of assets.1 A foreign affiliate is an incorporated or unincorporated enterprise
in which an investor, who is resident in another economy, owns a stake that permits a lasting interest
in the management of that enterprise (an equity stake of 10 per cent for an incorporated enterprise or
its equivalent for an unincorporated enterprise).  In the World Investment Report, subsidiary enterprises,
associate enterprises and branches are all referred to as foreign affiliates or affiliates.

• Subsidiary:  an incorporated enterprise in the host country in which another entity directly owns
more than a half of the shareholders’s voting power and has the right to appoint or remove a
majority of the members of the administrative, management or supervisory body.

• Associate:  an incorporated enterprise in the host country in which an investor owns a total of at
least 10 per cent, but not more than a half, of the shareholders’ voting power.

• Branch: a wholly or jointly owned unincorporated enterprise in the host country which is one of
the following: (i) a permanent establishment or office of the foreign investor; (ii) an unincorporated
partnership or joint venture between the foreign direct investor and one or more third parties; (iii)
land, structures (except structures owned by government entities), and /or immovable equipment
and objects directly owned by a foreign resident; (iv) mobile equipment (such as ships, aircraft,
gas- or oil-drilling rigs) operating within a country other than that of the foreign investor for at
least one year.

2.   Foreign direct investment2.   Foreign direct investment2.   Foreign direct investment2.   Foreign direct investment2.   Foreign direct investment

Foreign direct investment (FDI) is defined as an investment involving a long-term relationship
and reflecting a lasting interest and control of a resident entity in one economy (foreign direct investor
or parent enterprise) in an enterprise resident in an economy other than that of the foreign direct
investor (FDI enterprise or affiliate enterprise or foreign affiliate).2 FDI implies that the investor exerts
a significant degree of influence on the management of the enterprise resident in the other economy.
Such investment involves both the initial transaction between the two entities and all subsequent
transactions between them and among foreign affiliates, both incorporated and unincorporated.  FDI
may be undertaken by individuals as well as business entities.

Flows of FDI comprise capital provided (either directly or through other related enterprises) by
a foreign direct investor to an FDI enterprise, or capital received from an FDI enterprise by a foreign
direct investor.  There are three components in FDI: equity capital, reinvested earnings and intra-company
loans.

• Equity capital is the foreign direct investor ’s purchase of shares of an enterprise in a country other
than its own.

• Reinvested earnings comprise the direct investor ’s share (in proportion to direct equity participation)
of earnings not distributed as dividends by affiliates or earnings not remitted to the direct investor.
Such retained profits by affiliates are reinvested.

• Intra-company loans or intra-company debt transactions refer to short- or long-term borrowing and
lending of funds between direct investors (parent enterprises) and affiliate enterprises.

FDI stock is the value of the share of their capital and reserves (including retained profits)
attributable to the parent enterprise, plus the net indebtedness of affiliates to the parent enterprise.3
FDI flow and stock data used in the World Investment Report are not always defined as above, because

DEFINITIONS AND SOURCESDEFINITIONS AND SOURCESDEFINITIONS AND SOURCESDEFINITIONS AND SOURCESDEFINITIONS AND SOURCES
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these definitions are often not applicable to disaggregated FDI data.  For example, in analysing
geographical and industrial trends and patterns of FDI, data based on approvals of FDI may also be
used because they allow a disaggregation at the country or industry level.  Such cases are denoted
accordingly.

3.   Non-equity forms of investment3.   Non-equity forms of investment3.   Non-equity forms of investment3.   Non-equity forms of investment3.   Non-equity forms of investment

Foreign direct investors may also obtain an effective voice in the management of another business
entity through means other than acquiring an equity stake.  These are non-equity forms of FDI, and
they include, inter alia, subcontracting, management contracts, turnkey arrangements, franchising,
licensing and product sharing.  Data on transnational corporate activity through these forms are usually
not separately identified in balance-of-payments statistics.  These statistics, however, usually present
data on royalties and licensing fees, defined as “receipts and payments of residents and non-residents
for: (i) the authorised use of intangible non-produced, non-financial assets and proprietary rights
such as trademarks, copyrights, patents, processes, techniques, designs, manufacturing rights, franchises,
etc., and (ii) the use, through licensing agreements, of produced originals or prototypes, such as
manuscripts, films, etc.”4

B.   AB.   AB.   AB.   AB.   Availabilityvailabilityvailabilityvailabilityvailability, limitations and estimates of FDI, limitations and estimates of FDI, limitations and estimates of FDI, limitations and estimates of FDI, limitations and estimates of FDI
data presented in the data presented in the data presented in the data presented in the data presented in the WWWWWorld Investment Reportorld Investment Reportorld Investment Reportorld Investment Reportorld Investment Report

1 .  FDI flows1 .  FDI flows1 .  FDI flows1 .  FDI flows1 .  FDI flows

Data on FDI flows in annex tables B.1 and B.2, as well as most of the tables in the text, are on a
net basis (capital transactions’ credits less debits between direct investors and their foreign affiliates).
Net decreases in assets or net increases in liabilities are recorded as credits (recorded with a positive
sign in the balance of payments), while net increases in assets or net decreases in liabilities are recorded
as debits (recorded with a negative sign in the balance of payments).  In the annex tables, as well as in
the tables in the text, the negative signs are deleted for practical use.  Hence, FDI flows with a negative
sign in the World Investment Report indicate that at least one of the three components of FDI (equity
capital, reinvested earnings or intra-company loans) is negative and not offset by positive amounts of
the remaining components.  These are instances of reverse investment or disinvestment.

UNCTAD regularly collects published and unpublished national official FDI data directly from
central banks, statistical offices or national authorities on an aggregated and disaggregated basis for
its FDI/TNC database.  These data constitute the main source for the reported data on FDI.  These
data are further complemented by the data obtained from other international organizations such as
the International Monetary Fund (IMF), the World Bank, the Organisation for Economic Co-operation
and Development (OECD) and the Economic Commission for Latin America and the Caribbean (ECLAC),
as well as UNCTAD’s own estimates.

For the purpose of assembling balance-of-payments statistics for its member countries, IMF
publishes data on FDI inflows and outflows in the Balance of Payments Statistics Yearbook.  The same
data are also available in the International Financial Statistics of IMF for certain countries.  Data from
IMF used in the World Investment Report were obtained directly from the CD-ROMs of IMF containing
balance-of-payments statistics and international financial statistics.  For this year ’s Report, International
Financial Statistics and Balance-of-Payments CD-ROMs, June 2000, were used.

For those economies for which data were not available from national official sources or the
IMF or for those for which available data do not cover the entire period of 1980-1999 that is used in the
World Investment Report 2000, data from the World Bank’s World Development Indicators 2000 CD-ROM
were used.  However, this reports net FDI flows (FDI inflows less FDI outflows) and FDI inward
flows.  Consequently, data on FDI outflows were estimated by subtracting FDI inward flows from net
FDI flows.  In those economies in Latin America and the Caribbean for which the data are not available
from one of these sources, data from ECLAC were supplemented.     Furthermore, data on the FDI outflows
of the OECD, as presented in its publication, Geographical Distribution of Financial Flows to Developing
Countries, are used as proxy for FDI inflows.  As these OECD data are based on FDI outflows to developing
economies from the member countries of the Development Assistance Committee (DAC) of OECD,5
inflows of FDI to developing economies may be underestimated. In some economies, FDI data from
large recipients and investors are also used as proxies.
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     Equity inEquity inEquity inEquity inEquity investmentvestmentvestmentvestmentvestment

 Developed countr ies:

Austria,b Canada, Denmark,c

Iceland,d Ireland, Israel,e Japan,f

Swedeng and the United Kingdomh

     ReinReinReinReinReinvested earningsvested earningsvested earningsvested earningsvested earnings

Austria, Belgium and Luxembourg,
Denmark, Finland,i France,I

Germany,k Greece,l Iceland,m

Ireland,m Italy, Japan,n Norway,o

Portugal,p South Africa, Spain and
Swedenq

     Intra-companIntra-companIntra-companIntra-companIntra-company loansy loansy loansy loansy loans

Austria,r Denmark,s Greece,t

Iceland,u Italy, Japan,f Spain,m and
Switzerland,v

TTTTTababababable 1.le 1.le 1.le 1.le 1.  List of economies f  List of economies f  List of economies f  List of economies f  List of economies for whicor whicor whicor whicor which at least one component ofh at least one component ofh at least one component ofh at least one component ofh at least one component of

FDI infloFDI infloFDI infloFDI infloFDI inflows is not aws is not aws is not aws is not aws is not avvvvvailabailabailabailabailable le le le le aaaaa fr fr fr fr from IMFom IMFom IMFom IMFom IMF,,,,, 1980-1998 1980-1998 1980-1998 1980-1998 1980-1998

 Developing economies:

 Africa:

Angola,w Benin,x Botswana,y Burkina
Faso,z Burundi,t,u Central African
Republic,aa Comoros,ab Congo,ac

Côte d’Ivoire,ab Djibouti, Egypt,
Gabon,ae Gambia,af Ghana,ag

Guinea,ah Kenya,ae Lesotho,x Libyan
Arab Jamahiriya,l Mali, Mauritius,
Morocco,l Niger,aj Nigeria, Rwanda,aj

Seychelles,e Sierra Leone,ak

Somalia, Togo,al United Republic of
Tanzania and Zambia,e

Algeria, Angola,am Botswana,y

Burkina Faso,an Burundi,
Cameroon,ao Cape Verde,ap Central
African Republic,aq Chad,ar

Comoros,as Congo,at Côte d’Ivoire,b

Egypt, Equatorial Guinea, Gambia,au

Ghana,av Guinea,b,v Kenya,b Lesotho,
Liberia,aw Libyan Arab Jamahiriya,ax

Madagascar, Malawi, Mali,ay

Mauritania, Mauritius,az Mozambique,
Niger,ba Nigeria, Rwanda,bb Sierra
Leone,bc  Somalia, Sudan, Togo,bd

Tunisia, Uganda,be United Republic of
Tanzania and  Zimbabwebf

Algeria, Benin,bg Botswana,bh

Burundi, Cameroon,i Cape Verde, bj

Chad,bk Comoros,bl Côte d’Ivoire,b

Djibouti, Equatorial Guinea,
Gambia,bm Ghana,bn Guinea,bo

Kenya,bp Lesotho,bq Liberia,br Libyan
Arab Jamahiriya,bs Madagascar,bt

Malawi, Mauritania, Morocco, bs

Mozambique, Seychelles,bv Sierra
Leone,bc Sudan, Togo,q Tunisia,bw

Uganda, United Republic of Tanzania,
Zambia,e and  Zimbabwe,bx

Latin America and the Caribbean:

Antigua and Barbuda,d Aruba,
Colombia,by El Salvador,bz Guyana,
Honduras,ca Paraguay,y Peru,x Saint
Kitts and Nevis,d, al Saint Lucia,d

Saint Vincent and the Grenadies,d

and Suriname,cb

Antigua and Barbuda,d Aruba,
Bahamas, Barbados,cc Belize,u

Bolivia,cd Chile,cc Dominica,ce

Dominican Republic,cf El Salvador,cg

Grenada,ch Guyana,ci Haiti,
Jamaica,cj Netherlands Antilles,ck

Paraguay,m Saint Kitts and Nevis,d

Saint Lucia,cl Saint Vincent and the
Grenadies,d, ck Suriname, Uruguayq

and Venezuelaby

Argentina,o Belize,cm Bolivia,cn

Brazil,o Chile, Colombia,bu Costa
Rica,co Dominica,bg Dominican
Republic,o Ecuador, El Salvador,cp

Grenada,cq Guatemala,cl, bd

Guyana,cr Haiti, Honduras,cc

Netherlands Antilles,ck Nicaragua,
Paraguay,cl, bh Peru,s Saint Lucia,cs

Saint Vincent and the Grenadies,cs, bh

Trinidad and Tobago,ct Uruguaycu and
Venezuelaby

Developing Europe:

  .......... Croatia,cv TFYR Macedonia and
Slovenia

 Croatia,cv TFYR Macedoniaco and
Slovenia

 West Asia:

Bahrain,z Cyprus,n Jordan,cw and
Saudi Arabia

Bahrain,z Cyprus,av Iran (Islamic
Republic of), Jordan, Kuwait, Saudi
Arabia, Syrian Arab Republic, Turkeyn

and Yemen

Bahrain,bt Cyprus,cy Iran (Islamic
Republic of), Kuwait, Oman, Syrian
Arab Republic, Turkey and Yemen

Central Asia:

  .......... Armenia,aw Azerbaijan, Georgia,
Kazakhstan,p Kyrgystan,av and
Turkmenistan

 Armenia,cy Georgia, Kyrgystanav and
Turkmenistanbz

South, East and South-East Asia:

Indonesia,c Lao People’s Democratic
Republic,bl Malaysia and Maldives

Bangladesh, Cambodia,cz China,da

India, Indonesia,  Republic of Korea,e

Lao People’s Democratic Republic
and Malaysia, Mongolia,  Myanmar,
Nepal, Pakistan,cf Philippines,
Singapore, Sri Lanka,d and Thailand

 Bangladesh,db Cambodia,dc China,dd

India, Republic of Korea,g Lao
People’s Democratic Republic,cx

Maldives, Mongolia, Myanmar, Nepal,
Pakistan,cf Philippines,g Singapore
and Sri Lanka,de

 The Pacific:

Kiribati,f Papua New Guinea,de

Tongadf and Vanuatudg
Kiribati,v Solomon Islands, Tonga

Kiribati, Papua New Guinea, p

Solomon Islands,dh Tongadi and
Vanuatu y, u
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TTTTTababababable 1.le 1.le 1.le 1.le 1.  List of economies f  List of economies f  List of economies f  List of economies f  List of economies for whicor whicor whicor whicor which at least one component ofh at least one component ofh at least one component ofh at least one component ofh at least one component of

FDI infloFDI infloFDI infloFDI infloFDI inflows is not aws is not aws is not aws is not aws is not avvvvvailabailabailabailabailable le le le le aaaaa fr fr fr fr from IMFom IMFom IMFom IMFom IMF,,,,, 1980-1998 1980-1998 1980-1998 1980-1998 1980-1998

     Equity inEquity inEquity inEquity inEquity investmentvestmentvestmentvestmentvestment

Central and Eastern Europe:

Republic of Moldova,dj Russian
Federation,dj and Ukraine

Albania, Belarus,dk Bulgaria,dl Czech
Republic,dm Hungary, Latvia,dh

Lithuania,dj Republic of Moldova,do

Poland,m Romania, Russian
Federation,dm Slovakiadj and Ukraine

 Albania, Belarus,dp Bulgaria,dq

Czech Republic, Hungary,dr Latvia,dn

Lithuania,dj, bz Republic of Moldova,dj

Poland,m Romania, Russian
Federation,do Slovakiadj and Ukraine

Source: UNCTAD, based on International Monetary Fund International Financial Statistics CD-ROM, June 2000.

a Economies not available at least one year are all reported in the table.
b 1997-1998
c 1981-1982
d 1980-1985
e 1980-1988
f 1985-1990
g 1980-1996
h 1980-1983
i 1980
j 1982-1993
k 1998
l 1980-1990
m 1980-1989
n 1980-1995
o 1980-1991
p 1995
q 1980-1981
r 1982-1989 and 1991-1998
s 1983-1998
t 1991-1997
u 1993
v 1983
w 1980-1990 and 1992-1996
x 1980-1984
y 1988
z 1982-1989
aa 1988 and 1992-1994
ab 1990 and 1992-1995
ac 1986 and 1988
ad 1990-1992 and 1997-1998
ae 1993-1994
af 1981
ag 1984
ah 1992 and 1994
ai 1981 and 1986-1995
aj 1992-1993 and 1995-1996
ak 1984-1985 and 1988-1995
al 1994
am 1985-1990, 1992 and 1994-1996
an 1987-1989
ao 1989-1990 and 1992-1993
ap 1986, 1988, 1992 and 1997

aq 1980-1981, 1983, 1985-1988 and
1991-1994

ar 1984-1989, 1991 and 1993-1994
as 1989 and 1992-1995
at 1987-1988
au 1981, 1989 and 1991-1997
av 1985-1998
aw 1982 and 1986-1987
ax 1984-1998
ay 1980-1987 and 1991
az 1980-1987, 1991 and 1994-1998
ba 1990
bb 1992-1993 and 1995-1998
bc 1981
bd 1991
be 1991-1992
bf 1980-1981 and 1985-1994
bg 1982-1984
bh 1989
bi 1983-1984
bj 1986-1997
bk 1984-1985, 1988, 1991 and 1993-

1994
bl 1988-1995
bm 1987-1989 and 1991-1997
bn 1982-1998
bo 1986-1988, 1991 and 1993-1998
bp 1981-1986 and 1990-1998
bq 1986-1994
br 1982 and 1986-1987
bs 1991-1998
bt 1989-1998
bu 1995-1998
bv 1989-1993
bw 1981, 1984, 1986-1987 and 1993
bx 1983-1984 and 1987-1994
by 1980-1993
bz 1996
ca 1980 and 1990-1992
cb 1985-1986
cc  1980-1986

cd 1986
ce 1987-1985
cf 1980-1992
cg 1992-1993, 1995-1996 and 1988
ch 1982-1985
ci 1980-1981 and 1992-1995
cj 1980-1986 and 1988
ck 1987
cl 1980-1987
cm 1980-1993 and 1996-1998
cn 1980-1986 and 1993-1998
co 1997
cp 1984, 1992-1993 and 1998
cq 1982-1985, 1987 and 1989
cr 1982-1983 and 1985
cs 1986-1987
ct 1986 and 1996
cu 1980-1981 and 1993-1995
cv 1993-1996
cw 1988-1996
cx 1995-1998
cy 1993-1994 and 1996-1997
cz 1992
da 1982-1996
db 1983-1984, 1990-1992 and 1997
dc 1992-1995
dd 1982-1996
de 1980-1994
df 1984-1986 and 1989
dg 1988-1989 and 1991-1998
dh 1980-1986 and 1988-1991
di 1991-1993
dj 1994
dk 1993-1996
dl 1990-1997
dm 1994-1997
dn 1992-1996
do 1994-1996
dp 1993-1995
dq 1990-1996
dr 1991-1995

Finally, in those economies for which data were not available from either of the above-mentioned
sources or only partial data (quarterly or monthly) were available, estimates were made by annualizing
the data if they are only partially available (monthly or quarterly) from either the IMF or national
official sources; using data on cross-border mergers and acquisitions (M&As) and their growth rates;
and using UNCTAD’s own estimates.

Not all economies record every component of FDI flows.  Tables 1 and 2 summarize the availability
of each component of FDI during 1980-1998 from the IMF for, respectively, FDI inflows and FDI outflows.
Comparison of data among economies should therefore be made bearing these limitations in mind.
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Developed countries:

Austria,b  Canada, Denmark, c  Ireland,
Israel, d  Japan ,e  Sweden,f and
Switzerland u

TTTTTababababable 2.le 2.le 2.le 2.le 2.  List of economies f  List of economies f  List of economies f  List of economies f  List of economies for whicor whicor whicor whicor which at least one component ofh at least one component ofh at least one component ofh at least one component ofh at least one component of
FDI outfloFDI outfloFDI outfloFDI outfloFDI outflows is not aws is not aws is not aws is not aws is not avvvvvailabailabailabailabailable le le le le aaaaa fr fr fr fr from the IMFom the IMFom the IMFom the IMFom the IMF,,,,, 1980-1998 1980-1998 1980-1998 1980-1998 1980-1998

�Equity inEquity inEquity inEquity inEquity investmentvestmentvestmentvestmentvestment                                         ReinReinReinReinReinvested earningsvested earningsvested earningsvested earningsvested earnings                                         Intra-companIntra-companIntra-companIntra-companIntra-company loansy loansy loansy loansy loans

 Austria, Belgium and Luxembourg,
Denmark, Finland, h  France, i  Iceland,
h  Israel, k, l Italy, Japan, f  New
Zealand, am  Norway, bz  Portugal k ,l, ca

South Africa and Spain

 Austria, m  Denmark, n  Iceland, o, p, q

Ireland, Israel, r  Italy, Japan e

Portugal, s  Spaint and Switzerland u

Developing economies:

Africa:

Benin, h, v  Botswana, k,u,w,x  Cape
Verde, y,z  Côte d’Ivoire, Egypt, t,aa,ab

Kenya, d ,ac  Lesotho, Mauritius,
Namibia, ad  Niger, c ,ae  Seychelles and
Swaziland, k,p,af

Algeria, Angola, Benin,ag

Botswana ah, ai Burkina Faso, Burundi,
Cameroon,d, q, aj

 Cape Verde,ak  Chad,,,,,     Central African
Republic, Egypt, Gabon, Guinea,
Kenya,al, am   Lesotho, Libyan Arab
Jamahiriya, Mauritania, Mauritius,an,ao

Morocco,b,ap

Niger, aj,aq,ar  Senegal,ah,as

Swaziland,b  Tunisia and Zimbabwe

Algeria, Angola, Botswana,s,at  Burkina
Faso, Burundi,
Cameroon,d, au Cape Verde, Central
African Republic, Chad, Comoros, Côte
d’Ivoire, Gabon, Guinea, Kenya,aq

Libyan Arab Jamahiriya,      Mauritania,
Mauritius,s  Morocco , Seychelles,av

Tunisia and Zimbabwe

Latin America and the Caribbean:

Bahamas,aw  Barbados,ax  Bolivia,b, ay

Brazil,az  Colombia,ba  Costa Rica,b,
aj,bb  Dominica, Haiti,
Uruguay, ak and Venezuela an

Argentina,y  Aruba, Bahamas,
Barbados,bc  Belize, Bolivia,k, bd Brazil,
Chile,dec  Colombia,ab  Dominica, El
Salvador, Haiti, Jamaica, Netherlands
Antilles,t Peru, Trinidad and Tobago,
Uruguay and Venezuela,az,bf

Argentina, g Aruba, Bahamas, aj, bg

Barbados, bh  Belize, Bolivia, Brazil,bi

Chile, Colombia,ab  Costa Rica, bc,bj  El
Salvador, Netherlands Antilles, at,bj

Peru, Trinidad and Tobago and
Venezuela, bf,bl

Developing Europe:

 .......... Croatia, bm  Malta, bn and Slovenia Croatia, bm  Malta, bo and Slovenia

 West Asia:

Cyprus, ac,bp and Jordan Cyprus, ac, bp  Jordan, Kuwait and
Turkey

Bahrain, Cyprus, x  Kuwait, Turkey and
Yemen

Central Asia

Armenia Armenia, Azerbaijan, Kazakhstan and
Kyrgyzstan

Azerbaijan, Kazakhstan and Kyrgyzstan

South, East and South-East Asia:

Indonesia Bangladesh, China, India, Indonesia,
Republic of Korea, b ,bq  Pakistan,
Philippines,  Singapore, Sri Lanka and
Thailand

Bangladesh, China, br  India, Indonesia,
Pakistan, Philippines, Singapore, Sri
Lanka and Thailand

The Pacific:

Fiji, g ,bg   Kiribati, Papua New Guinea
and Tonga

Fiji,bk and Papua New Guinea Fiji, az Kiribati and Tonga

Central and Eastern Europe:

Bulgaria, bo  Republic of Moldova, bs

Russian Federation, ax   Slovakia,bg

and Ukraine

Belarus, Bulgaria, Czech Republic, bt

Estonia, au  Hungary,  Latvia, au

Lithuania, bs  Republic of Moldova,
Poland, t  Romania, Russian
Federation, bu   Slovakia, bo bv,bw and
Ukraine

Belarus, Bulgaria, bw  Czech Republic,
Estonia, aa  Hungary, bx   Lithuania, bs

Republic of Moldova,  Poland, t,by

Romania, Russian Federation, bu

Slovakia, bv and Ukraine

Source: UNCTAD, based on International Monetary Fund, International Financial Statistics CD-ROM, June 2000.

a Economies not available at least one year are all reported in the table.
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The following sections give details of how FDI flow data for each economy used in the Report
were obtained.

a.   FDI inflowsa.   FDI inflowsa.   FDI inflowsa.   FDI inflowsa.   FDI inflows

Those economies for which national official sources data were used for the period, 1980-1999,
or part of it, are listed below.

    P    P    P    P    Perioderioderioderioderiod                     Econom                    Econom                    Econom                    Econom                    Economyyyyy

1980-1999 Bolivia, Chile, Finland, Republic of Korea, Taiwan Province of China and Turkey.
1986-1999 Ecuador and the United States
1988-1999 Iceland and Slovenia
1989-1999 Armenia and Hungary
1990-1999 Angola, Antigua and Barbuda, Aruba, Australia, Bahamas, Benin, Botswana, Brazil, Bulgaria, Burundi,

Canada, Côte d’Ivoire, Czech Republic, Dominica, Dominican Republic, France, Germany, Ghana, Grenada,
Guatemala, Indonesia, Jamaica, Kenya, Lesotho, Madagascar, Malaysia, Mozambique, Namibia,
Netherlands, Pakistan, Paraguay, Philippines, Saint Kitts and Nevis, Saint Lucia, Saint Vincent and the
Grenadines, Seychelles, Singapore, Slovakia, Sri Lanka, Switzerland, Thailand, Tunisia, United Republic of
Tanzania, United Kingdom, Venezuela,  Viet Nam and Zimbabwe

1991-1999 Cyprus, Haiti, Lao People’s Democratic Republic, Nicaragua, Romania, South Africa and Swaziland
1992-1999 Albania, Argentina, Austria, Belarus, Estonia, Guyana, Kazakhstan, Latvia, Lithuania, Republic of Moldova,

Mongolia, Russian Federation and Ukraine
1993-1999 Croatia and Kuwait
1994-1999 Cambodia, Honduras, Kyrgyzstan, TFYR Macedonia, Spain and Zambia
1994 and 1999 Azerbaijan
1995-1999 Denmark, Norway and Sweden
1996-1999 Portugal
1997-1999 Peru and Trinidad and Tobago
1998-1999 Ireland, Italy, Hong Kong China, Japan and Morocco
1999 Belgium and Luxembourg, China, El Salvador, India, Mauritius and New Zealand
1989-1998 Colombia
1990-1998 Ethiopia, Malawi, Senegal and Togo
1991-1998 Poland
     1992-1998 Burkina Faso and Niger
     1993-1998 Mali and Uganda
 1995-1998 Egypt
 1996-1998 Gambia
     1997-1998 Tajikistan
     1994-1997 Georgia
1995-1996 Uzbekistan
1994-1995 Turkmenistan

b 1997-1998
c 1981-1982
d 1980-1988
e 1985-1990
f 1980-1996
g 1980-1983
h 1981
i 1983-1993
j 1986-1989
k 1980
l 1982-1984
m 1982-1998
n 1983-1998
o 1986-1987
p 1990
q 1992-1993
r 1989-1994
s 1984-1985
t 1980-1989
u 1983
v 1983-1984
w 1990-1992
x 1995-1998
y 1989
z 1994-1995

aa 1992
ab 1994-1998
ac 1996-1997
ad 1996-1998
ae 1986-1995
af 1986
ag 1981-1984
ah 1980-1981
ai 1985
aj 1995
ak 1997
al 1988-1989
am 1996-1997
an 1988
ao 1990-1998
ap 1991-1994
aq 1980-1985
ar 1987-1993
as 1983-1995
at 1990-1994
au 1992-1995
av 1989-1993
aw 1991
ax 1994
ay 1981-1983
az 1984

ba 1980-1993
bb 1982-1988
bc 1980-1986
bd 1987-1996
be 1984-1991
bf 1982
bg 1993
bh 1987
bi 1983-1998
bj 1980-1990
bk 1980-1987
bl 1984-1993
bm 1993-1996
bn 1993-1995
bo 1998
bp 1987-1994
bq 1980-1994
br 1982-1996
bs 1995-1996
bt 1993-1997
bu 1994-1996
bv 1993-1994
bw 1996
bx 1992-1996
by 1991-1995
bz 1980-1991
ca 1980-1991
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As mentioned above, one of the main sources for annex table B.1 is the IMF. Those economies for
which IMF data were used for the period, 1980-1999, or part of it, are listed below.

    P    P    P    P    Perioderioderioderioderiod                     Econom                    Econom                    Econom                    Econom                    Economyyyyy

1980-1999 Israel, Malta and Panama
1984-1985, 1989 and 1996-1999 Sudan
1980-1998 Barbados, Belgium and Luxembourg, China, Costa Rica, Fiji, Jordan, Libyan Arab

Jamahiriya, Mauritius, Mexico, New Zealand, Nigeria, Oman, Papua New Guinea,
Saudi Arabia, Solomon Islands, Vanuatu, and Yemen

1980-1993 and 1995-1998 Rwanda
1980-1995 and 1998 Mauritania
1980 and 1982-1998 Bahrain
1980-1981, 1986-1988 and 1993-1998 Uruguay
1980-1993, 1995 and 1998 El Salvador
1981-1998 Bangladesh
1981 and 1984-1998 Belize
1986-1998 Cape Verde, Guinea and Maldives.
1989-1998 Myanmar
1991-1998 India
1993-1998 Syrian Arab Republic
1994-1998 Iran (Islamic Republic of)
1995-1998 Azerbaijan
1996-1998 Nepal
1998 Georgia
1980-1997 Greece, Ireland, Italy, Japan and Morocco
1996-1997 Turkmenistan
1980-1996 Peru and Trinidad and Tobago
1989-1996 Equatorial Guinea
1994-1996 Tajikistan
1980-1995 Cameroon, Gabon, Netherlands Antilles, Portugal, Sierra Leone and Suriname
1981, 1987-1989 and 1991-1995 Gambia
1987-1995 Comoros
1992-1995 Djibouti
1980-1994 Central African Republic, Egypt, Norway and Sweden.
1981-1994 Denmark
1981, 1984-1985 and 1990-1994 Brunei Darussalam
1983 and 1985-1994 Kiribati
1984-1989 and 1991-1994 Chad
1992-1994 Uzbekistan
1994 New Caledonia
1980-1993 Honduras and Spain
1984-1993 Tonga
1992-1993 Cambodia
1980-1992 Mali
1991-1992 Uganda
1980-1991 Algeria, Argentina, Austria, Niger and Zambia
1980-1990 Cyprus, Poland, South Africa and Swaziland
1988-1990 Lao People’s Democratic Republic
1980-1989 Antigua and Barbuda, Australia, Bahamas, Botswana, Brazil, Burkina Faso, Canada,

Côte d’Ivoire, Dominican Republic, France, Germany, Ghana, Guatemala, Haiti,
Indonesia, Jamaica, Kenya, Malaysia, Netherlands, Pakistan, Paraguay, Philippines,
Saint Kitts and Nevis, Saint Lucia,  Saint Vincent and the Grenadines, Senegal,
Seychelles, Singapore, Sri Lanka, Thailand, Tunisia, Togo, United Kingdom,
Venezuela and Zimbabwe

1980-1984 and 1986-1989 Lesotho
1980-1984 and 1989 Benin
1980 and 1986-1989 Mozambique
1982-1989 Dominica and Grenada.
1983-1989 Switzerland
1985-1989 Angola and Burundi
1989 Madagascar and Nicaragua
1980-1988 Colombia and Congo
1980-1981 and 1987-1988 Hungary
1980-1981, 1983, 1985 and 1987 Malawi
1980-1987 Iceland
1982-1987 Liberia
1980-1985 Ecuador, Guyana and the United States
1982-1985 Somalia
1980 Qatar
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Those economies for which World Bank data were used for the period, 1980-1999, or part of it,
are listed below.

    P    P    P    P    Perioderioderioderioderiod                     Econom                    Econom                    Econom                    Econom                    Economyyyyy

1980-1998 Democratic Republic of the Congo
1990-1998 Lebanon
1991-1998 Congo and Liberia
1992-1998 Algeria
1994-1998 Samoa and Tonga
1995-1998 Central African Republic and Chad
1996-1998 Cameroon, Comoros, Djibouti and Sierra Leone
1997-1998 Equatorial Guinea and Uzbekistan
1998 Turkmenistan
1996-1997 Mauritania
1997 El Salvador and Kiribati
1995-1996 Guinea-Bissau
1983-1995 Nepal
1994 Rwanda
1992-1993 Zambia
1992 Uruguay
1980-1990 India
1990 Haiti
1989 Czech Republic
1987 Myanmar

Those economies for which ECLAC data were used for the period, 1980-1999, or part of it, are
listed below.

    P    P    P    P    Perioderioderioderioderiod                     Econom                    Econom                    Econom                    Econom                    Economyyyyy

 1990-1996  Cayman Islands
 1996  Suriname and Netherlands Antilles
 1990-1997  Bermuda, Cuba and Virgin Islands

Those economies for which FDI inflows data were unavailable from the above-mentioned sources,
the estimates of UNCTAD are used by employing the following methodologies:

• Annualized data

Estimates were applied by annualizing quarterly data obtained from either national official
sources or the IMF for the economies and the years listed below.

(a)   National official sources (b)   IMF

     YYYYYearearearearear  Latest quar Latest quar Latest quar Latest quar Latest quarterterterterter  Econom Econom Econom Econom Economyyyyy      YYYYYearearearearear  Latest quar Latest quar Latest quar Latest quar Latest quarterterterterter  Econom Econom Econom Econom Economyyyyy

 1999  Third quarter  Colombia and Mexico.  1999  First quarter  Nepal and Vanuatu.

• Proxy

One of the main methodologies for estimating FDI inflows for economies for which the data
are not available is that OECD data on outward flows from DAC member countries are used as proxy
for FDI inflows. Those economies for which this methodology is applied for the period, 1980-1998, or
part of it, are listed below (these data were available until 1998 only at the time of the compilation of
inflow data).

                 P                 P                 P                 P                 Perioderioderioderioderiod                             Econom                            Econom                            Econom                            Econom                            Economyyyyy

1980-1981, 1986-1992 and 1996-1998 Somalia
1984-1992, 1994 and 1997-1998 Guinea-Bissau
1996-1998 Gabon
1980-1990 and 1993-1997 Iraq
1980-1981 and 1991-1997 Afghanistan

/...
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                 P                 P                 P                 P                 Perioderioderioderioderiod                             Econom                            Econom                            Econom                            Econom                            Economyyyyy

1982-1983 and 1986-1997 Macau China
1987-1997 Democratic People’s Republic of Korea
1985-1986, 1988-1993 and 1995-1996 New Caledonia
1996 Bosnia and Herzegovina
1980-1995 United Arab Emirates
1980-1983 and 1990-1995 Sudan
1984-1995 Qatar
1995 Brunei Darussalam
1982-1994 Gibraltar
1981, 1983-1988 and 1990-1993 Samoa
1980-1987 and 1989-1991 Djibouti
1990-1991 Burkina Faso
1980-1981 and 1988-1990 Liberia
1980, 1982, 1985 and 1988-1990 Uganda
1982-1986 and 1990 Gambia
1989-1990 Congo
1980-1989 Bermuda, Cayman Islands, Cuba, Iran (Islamic Republic of), Kuwait,

Lebanon and the United Republic of Tanzania.
1980 and 1982-1989 Virgin Islands
1982, 1984, 1986 and 1988-1989 Malawi
1983-1989 Syrian Arab Republic
1985 and 1987-1989 Namibia
1980-1988 Ethiopia and Madagascar
1981-1988 Equatorial Guinea
1985-1988 Benin
1980-1987 Yugoslavia (Former)
1987 Nicaragua
1980, 1983-1984 and 1986 Myanmar
1981-1982 and 1986 Viet Nam
1980 and 1982-1985 Maldives
1980-1981 and 1983-1985 Guinea
1981-1985 Mozambique
1980-1984 Angola and Burundi.
1980-1983 Chad
1980-1982 Nepal

Outflows of FDI from large investors were also used as a proxy.  Those economies for which
this methodology was used for the period, 1980-1998, or part of it, are listed below.

 Pr Pr Pr Pr Proooooxy countriesxy countriesxy countriesxy countriesxy countries    P   P   P   P   Perioderioderioderioderiod         Econom        Econom        Econom        Econom        Economyyyyy

 United States only  1997-1998  Netherlands Antilles

•     Cross-border M&As

Data on cross-border M&As and their growth rates were used to estimate FDI inflows. Those
economies for which this methodology was used are listed below.

 P P P P Perioderioderioderioderiod                            Econom                           Econom                           Econom                           Econom                           Economyyyyy

 1999  Bermuda, Central African Republic, Gibraltar
 and Uruguay

• Estimates of UNCTAD

Estimates of UNCTAD using national and secondary sources and information have been applied
to the economies or the periods if FDI inflow data from the above-mentioned sources are not available.
Those economies for which estimates of UNCTAD were used for the period, 1980-1998, or part of it,
are listed below.
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      P      P      P      P      Perioderioderioderioderiod                    Econom                   Econom                   Econom                   Econom                   Economyyyyy

1995-1996 and 1998-1999 Kiribati
1996-1999 Brunei Darussalam, Qatar and United Arab Emirates.
1997-1999 Bosnia and Herzegovina, Cayman Islands, New Caledonia and Suriname.
1998-1999 Afghanistan, Cuba, Greece, Democratic Republic of Korea, Macau China and Virgin Islands
1988 and 1999 Djibouti
1989 and 1999 Ethiopia
1999 Algeria, Bahrain, Bangladesh, Barbados, Belize, Burkina Faso, Cameroon, Cape Verde, Chad,

Comoros, Congo, Democratic Republic of the Congo, Costa Rica, Egypt, Equatorial Guinea,
Fiji, Gabon, Gambia, Georgia, Guinea, Guinea-Bissau, Jordan, Lebanon, Liberia, Libyan Arab
Jamahiriya, Malawi, Maldives, Mali, Mauritania, Myanmar, Netherlands Antilles, Niger, Nigeria,
Oman, Papua New Guinea, Poland, Rwanda, Samoa, Saudi Arabia, Senegal, Sierra Leone,
Solomon Islands, Somalia, Tajikistan, Tonga, Togo, Turkmenistan, Uganda, Uzbekistan and
Yemen.

1990-1993 and 1998 Iran (Islamic Republic of)
1990-1992 and 1998 Syrian Arab Republic
1995-1998 Gibraltar
1980-1997 Hong Kong (China)
1997 Bermuda
1991-1992 Iraq
1988-1989 Viet Nam
1986 Namibia

b.b.b.b.b. FDI outflowsFDI outflowsFDI outflowsFDI outflowsFDI outflows

Those economies for which national official sources data were used for the period, 1980-1999,
or part of it, are listed below.

      P      P      P      P      Perioderioderioderioderiod                    Econom                   Econom                   Econom                   Econom                   Economyyyyy

1980-1999 Bolivia, Chile, Finland, Republic of Korea, Malaysia, Taiwan Province of China, United Kingdom and
the United States.

1983-1999 Zimbabwe
1987 and 1990-1999 Turkey
1988-1999 Iceland and Slovenia
1990 and 1998-1999 Morocco
1990-1999 Australia, Bahamas, Botswana, Brazil, Burundi, Canada, Côte d’Ivoire, France, Germany, Jamaica,

Kuwait, Namibia, Netherlands, Nigeria, Pakistan, Philippines, Seychelles, Singapore, Switzerland,
Thailand, Tunisia, and Venezuela

1991-1999 Cyprus, Hungary, Romania, South Africa and Swaziland
1992-1999 Argentina, Aruba, Austria, Estonia, Latvia, and Slovakia
1993-1999 Croatia, Czech Republic, Indonesia and the Russian Federation
1994-1999 Kazakhstan, Spain, Republic of Moldova and Ukraine
1995-1999 Denmark, Kenya, Lithuania, Malta, Norway and Sweden
1996-1999 Portugal
1998-1999 Azerbaijan, Hong Kong (China), Ireland, Italy and Japan
1999 Armenia, Belgium, El Salvador, India, Luxembourg, Mauritius and Trinidad and Tobago.
1990-1998 Senegal and Togo.
1991-1998 Poland
1992-1998 Mexico and Niger.
1993-1998 Burkina Faso
1996-1998 Benin, The Former Yugoslav Republic of Macedonia and Mali
1998 Tajikistan
1995-1997 Peru
1992-1993 and 1996 Guyana
1995-1996 Uganda
1990-1994 Bangladesh
1992-1995 Albania
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As mentioned above, one of the main sources for annex table B.2 is the IMF. Those economies for
which IMF data were used for the period, 1980-1999, or part of it, are listed below.

      P      P      P      P      Perioderioderioderioderiod                                        Econom                                       Econom                                       Econom                                       Econom                                       Economyyyyy

1980-1999 Israel
1995-1999 Bulgaria
1980-1998 Barbados, Belgium, Colombia, Costa Rica, Fiji, Luxembourg and New Zealand
1980-1992 and 1994-1998 Egypt
1980-1982 and 1987-1998 Libyan Arab Jamahiriya
1982-1998 China
1988-1998 Mauritius
1993-1998 India
1991-1998 Belize
1990-1998 Bahrain
1997-1998 Bangladesh and Dominica.
1998 Armenia
1980-1997 Japan
1982-1988 and  1997 Uruguay
1988-1997 Cape Verde
1990-1997 Ireland and Italy.
1991-1997 Morocco
1997 Kyrgyzstan
1980-1996 Jordan
1993-1996 Dominican Republic
1996 El Salvador and Guinea
1980-1995 Cameroon, Netherlands Antilles and Portugal
1985-1995 Sri Lanka
1980-1994 Gabon
1980-1983, 1985-1989 and 1991-1994 Chad
1981-1994 Denmark, Norway and Sweden
1981, 1990 and 1993-1994 Angola
1982-1994 Central African Republic
1993-1994 Malta
1994 Kiribati
1980-1993 Spain
1990-1993 Tonga
1980-1991 Algeria, Austria and Niger
1980-1983 and 1989-1991 Argentina
1989-1991 Equatorial Guinea and Czechoslovakia (Former)
1990-1991 Haiti
1980-1990 Papua New Guinea, South Africa and Swaziland
1985 and 1987-1990 Cyprus
1990 Comoros and Romania
1980-1989 Australia, Brazil, Canada, France, Germany, Kenya, Kuwait, Netherlands,

Poland, Senegal, Seychelles, Singapore and Thailand
1981-1989 Tunisia
1981 and 1983-1989 Venezuela
1981 and 1989 Burundi
1983-1989 Switzerland
1984-1989 Pakistan
1986-1989 Iceland
1989 Bahamas
1986-1988 Mauritania
1988 Lesotho
1983-1987 Trinidad and Tobago
1980-1986 Burkina Faso
1982-1986 Yemen
1983-1985 Botswana
1981-1984 Benin
1981 Guinea-Bissau

Those economies for which FDI outflows data were unavailable from the above-mentioned
sources, the estimates of UNCTAD are used by employing the following methodologies:
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• Annualized data

In the case of unavailability of data from the above-mentioned sources, estimates were applied
by annualizing quarterly data obtained from either national official sources or the IMF for the economies
and the years listed below.

(a)  National official sources (b)   IMF

YYYYYearearearearear Latest quarLatest quarLatest quarLatest quarLatest quarterterterterter EconomEconomEconomEconomEconomyyyyy YYYYYearearearearear Latest quarLatest quarLatest quarLatest quarLatest quarterterterterter EconomEconomEconomEconomEconomyyyyy

1999 Third quarter Egypt 1999 Third quarter Colombia and Iceland

• World Bank

The World Bank reports only data on net FDI flows and FDI inward flows.  Therefore, for
selected economies FDI outward flows were estimated by subtracting FDI inflows from net FDI flows.
This methodology was used for the economies and years listed below.

              P              P              P              P              Perioderioderioderioderiod                     Econom                    Econom                    Econom                    Econom                    Economyyyyy

 1980-1998 Paraguay
 1982-1984, 1990-1992 and 1996-1998 Mozambique
 1982-1984, 1986-1988 and 1990-1998 Ethiopia

                                                            PrPrPrPrProooooxy countriesxy countriesxy countriesxy countriesxy countries                 P                P                P                P                Perioderioderioderioderiod                           Econom                          Econom                          Econom                          Econom                          Economyyyyy

United States only  1981-1999  Bermuda, Panama and United Arab Republic
 1996-1999  Netherlands Antilles
 1998  Cape Verde and Guinea
 1997-1998  Angola and Uganda
 1995-1998  Saint Kitts and Nevis and Trinidad and Tobago
 1993-1998  Virgin Islands
 1995-1996  Gabon
 1995  Central African Republic and Chad
 1994-1998  Guatemala
 1994-1995 and 1997-1998  Guyana
 1993-1998  Antigua and Barbuda, Ecuador, Haiti and Honduras
 1981-1988  Bahamas
 1989-1991 and 1995-1996  Uruguay
 1982-1997 and 1999  Lebanon
 1980-1997  Liberia
 1996  Nicaragua and Syrian Arab Republic.
 1992-1994  Bosnia and Herzegovina
 1988-1989 and 1994-1996  Oman
 1981-1996 and 1999  Saudi Arabia
 1992 and 1997-1998  Dominican Republic
 1992-1993  Ireland
 1984-1989  Ireland
 1984-1988  Argentina
 1982-1989  Nigeria
 1981-1991  Mexico
 1981-1986 and 1988-1989  Bahrain

China, United States, Germany
  and Sweden  1997  Hong Kong (China)
European Union, China,
United States and Japan  1996  Hong Kong (China)
European Union, China and
United States  1980-1995  Hong Kong (China)
European Union  1992-1996  Iran (Islamic Republic of)
European Union and United States  1991-1996  Greece

 1980-1992  India and Indonesia
 1980-1989  Philippines

United States, Germany and
  Sweden  1997-1998  Greece
United States and Sweden  1997-1998  Saudi Arabia
Germany only  1997-1998  Iran (Islamic Republic of)

• Proxy

Inflows of FDI to large recipient economies were used as a proxy.      Those
economies for which this methodology was used for the period, 1980-1998, or part of it, are listed
below.
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       P       P       P       P       Perioderioderioderioderiod                     Econom                    Econom                    Econom                    Econom                    Economyyyyy

1990-1998 Maldives, Samoa and Solomon Islands
 1991, 1995 and 1998  Lao People’s Democratic Republic
 1993, 1995 and  1998  Nicaragua
 1996-1998 Cameroon, Mauritania, Nepal and Sri Lanka
 1996 and 1998 Mongolia
 1998  Lebanon
 1991-1997 Congo
 1995-1997 Azerbaijan
 1996-1997  Kyrgyzstan
 1997 Guinea and Jordan
 1983-1989 and 1995-1996 Bangladesh
 1986-1988 and 1990-1996 Saint Vincent and the Grenadines
 1990-1991 and 1995-1996 Saint Lucia
 1991 and 1995-1996 Angola
 1993-1996 Belarus
 1996 Dominica
 1990-1995 Benin and Sierra Leone
 1991-1995 Comoros
 1990-1994 Saint Kitts and Nevis and Trinidad and Tobago
 1992-1994 Uruguay
 1994  Malawi
 1985-1990 and 1993 Syrian Arab Republic
 1990-1993 Oman
 1992-1993 Bulgaria
 1993 Egypt
 1983-1984, 1986-1988 and  1990-1992 Madagascar
 1985 and  1990-1992 Lesotho
 1982-1990 Iran (Islamic Republic of)
 1984-1990 Guinea-Bissau
 1987-1990 Belize
 1985-1989 Tonga
 1987-1989 Burkina Faso
 1980-1981 Botswana
 1980 Mexico

• Cross-border M&As

Data on cross-border M&As and their growth rates were used to estimate FDI outflows. Those
economies are listed below.

     P     P     P     P     Perioderioderioderioderiod               Econom              Econom              Econom              Econom              Economyyyyy

 1998-1999  Cayman Island and Peru
 1995-1998  Qatar
 1996 and 1998  Ghana
 1997-1998  Oman
 1991-1996  Brunei Darussalam
 1995  Nepal
 1993  Cambodia

• Estimates of UNCTAD

Those economies for which information from national and secondary sources and information
were used for the period, 1980-1999, or part of it, are listed below.

        P        P        P        P        Perioderioderioderioderiod                 Econom                Econom                Econom                Econom                Economyyyyy

 1992 and 1999 Haiti
 1995-1999 Bosnia and Herzegovina
 1995, 1997 and 1999 Mongolia
 1996-1999 Central African Republic, Chad and Malawi.
 1997-1999 Belarus, Brunei Darussalam, Gabon and Syrian Arab Republic
 1997 and 1999 Ghana
 1998-1999 Jordan and Uruguay.
 1999 Angola, Antigua and Barbuda, Bahrain, Bangladesh, Barbados, Belize, Benin, Burkina Faso, Cape

Verde, China, Costa Rica, Dominica, Dominican Republic, Ecuador, Ethiopia, Fiji, Greece, Guatemala,
Guyana, Honduras, Iran (Islamic Republic of), Kyrgyzstan, Libyan Arab Jamahiriya, TFYR Macedonia,
Mali, Mexico, Nepal, New Zealand, Nicaragua, Niger, Oman, Paraguay, Poland, Qatar, Saint Kitts and
Nevis, Samoa, Senegal, Sri Lanka, Togo, Uganda and the Virgin Islands.

 1996-1998  Albania
 1980-1997  Cayman Islands
 1994  Peru
 1992  Czech Republic
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Up to 1994, the United States data on FDI outflows and outward stocks were adjusted for the
financial sector of the Netherlands Antilles.  This is because considerable intra-company loans between
United States parent enterprises and their financial affiliates in the Netherlands Antilles are in many
respects more akin to portfolio investment than to FDI. Since that year, however, the United States
Department of Commerce has changed its methodology in reporting FDI outward flows to the Netherlands
Antilles by excluding investment in the finance sector reported under intra-company loans.

2.  FDI stocks2.  FDI stocks2.  FDI stocks2.  FDI stocks2.  FDI stocks

Annex tables B.3 and B.4, as well as some tables in the text, present data on FDI stocks at book
value or historical cost, reflecting prices at the time when the investment was made.

For a large number of economies (as indicated in the footnotes of annex tables B.3 and B.4),
FDI stocks are estimated by either cumulating FDI flows over a period of time or adding flows to an
FDI stock that has been obtained for a particular year from national official sources or the IMF data
series on assets and liabilities of direct investment.

In this year ’s Report the IMF data on assets and liabilities of direct investment were also used
for some countries.  Those economies for which IMF data were used for the period, 1980-1999, or part
of it, are listed below.

 Countr Countr Countr Countr Country/economy/economy/economy/economy/economyyyyy                     InwarInwarInwarInwarInward d d d d  stoc stoc stoc stoc stockkkkk     Outwar    Outwar    Outwar    Outwar    Outward   stocd   stocd   stocd   stocd   stockkkkk

 Austria  1980-1989  1980-1989
 Bahrain  1989-1998  1989-1998
 Belgium and Luxembourg  1981-1998  1981-1997
 Bulgaria  None  1998
 Colombia  1980-1998  1980-1998
 Denmark  1991-1998  1991-1998
 Estonia  1996  None
 France  None  1987-1989
 Italy  None  1980-1998
 Japan  1980-1998  1980-1998
 Kyrgyzstan  1993-1998  None
 Latvia  1995-1999  None
 Malaysia  1980-1994  None
 Namibia  1989  None
 Netherlands  1980-1989  1980-1989
 New Zealand  1989-1999  1989-1999
 Norway  None  1980-1987
 Peru  None  1993-1998
 Romania  None  1990-1999
 Spain  None  1980-1989
 Swaziland  1981-1990  1980-1990
 Sweden  None  1982-1985
 Uruguay  None  1983-1987
 Venezuela  None  1980-1989

C.  Data revisions and updatesC.  Data revisions and updatesC.  Data revisions and updatesC.  Data revisions and updatesC.  Data revisions and updates

All FDI data and estimates in the World Investment Report are continuously revised.  Because of
the on-going revision, FDI data reported in the World Investment Report may differ from those reported
in earlier Reports or other publications of UNCTAD.   In particular, recent FDI data are being revised in
many economies according to the fifth edition of the balance-of-payments manual of IMF. Because of
this, the data reported in last year ’s report may be completely or partly changed in WIR2000. Major
changes were observed in the following countries:

AustriaAustriaAustriaAustriaAustria

With the reporting period of 1998, FDI statistics were adjusted to the recommendations of the
fifth edition of the balance-of-payments manual, so that FDI also includes loans between affiliated
enterprises (except between banks), the private purchase and sale of real estate and property, as well
as reinvested earnings. The OENB only started collecting data with a breakdown by economic sectors
with the reporting period of 1997. Since 1995, the surveys on FDI stock also cover enterprises with a
nominal capital of less than ATS 1 million provided their total assets exceed ATS 100 million.
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FinlandFinlandFinlandFinlandFinland

From 1999 onwards, inter-company trade credits are included in FDI. As from 1998, direct
investment enterprises’ reinvested earnings are calculated according to the current operating performance
concept, i.e. excluding capital gains and losses; the accrual principle is applied.

GermanyGermanyGermanyGermanyGermany

From the reporting period of 1999 onwards, enterprises’ cross border participating interests
amounting to 10 per cent or more of the capital or voting rights are deemed to be direct investment
(before 1999: 20 per cent, before 1990: 25 per cent). Data for reinvested earnings follow the accrual
principle. Short-term intra-company loans and trade credits, as well as reverse investments are included
in FDI flows since 1996. From June 1990 (stock) and July 1990 (flow) onwards, FDI data relate to unified
Germany.

Hong Kong (China)Hong Kong (China)Hong Kong (China)Hong Kong (China)Hong Kong (China)

The Census and Statistics Department compiled, for the first time, a set of FDI statistics for
Hong Kong (China) in 2000, following international standards as stipulated in the Balance of Payments
Manual, fifth edition, published by IMF.  The compiled data are for 1998 and 1999 only.  Data on
investment position, flows and income are reported.  The broad geographical and  industrial distribution
of such data are also available.  These official data for 1998 are available in the External Direct Investment
Statistics of Hong Kong 1998, published by the Census Statistics Department.

IrelandIrelandIrelandIrelandIreland

Data on FDI are compiled by the Balance-of-Payments Section of the Central Statistics Office
(CSO). In Spring 2000, a new quarterly series of balance-of-payments statistics was introduced, beginning
with the reporting period of 1998 and following a complete overhaul of CSO collection and compilation
system. The results are now being presented, for the first time, with a geographic breakdown and in
line with international standards. These changes result in a discontinuity in long-term time series data
and, therefore, new data from 1998 onwards are not comparable with the earlier series. However, it is
envisaged to revise earlier data accordingly at a later stage.

PortugalPortugalPortugalPortugalPortugal

Trade credits between affiliated companies and reinvested earnings are included in FDI since
1996. Data are collected through annual surveys, carried out in 1997 (for 1995 and 1996 inward data)
and in 1998 (for 1996 and 1997 outward data). No stock data are available prior to 1996.

United KingdomUnited KingdomUnited KingdomUnited KingdomUnited Kingdom

From the reporting period of 1997 onwards, the threshold was lowered to 10 per cent (prior to
1997: 20 per cent). Among further changes, which accompanied the implementation of the latest version
of international guidelines, with the reporting period of 1997 onwards, is the exclusion of the Channel
Islands and the Isle of Man from the definition of the economic territory of the United Kingdom – their
data is now reported separately under “UK offshore islands”. Data for the period prior to 1997 were
not revised to take into account these changes.

D.  Data verificationD.  Data verificationD.  Data verificationD.  Data verificationD.  Data verification

In compiling data for this year ’s Report, requests for verifications and confirmation were made
to national official sources for virtually all economies to reflect the latest data revisions and accuracy.
In addition, web sites of certain national official sources were also consulted. This verification process
continued until end of June 2000. Any revisions made after this process are not reflected in the Report.

Below is a list of economies for which data were checked through either means. For the economies
which are not mentioned below, the UNCTAD Secretariat could not have the data verified or confirmed
by respective governments.
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CommuniquéCommuniquéCommuniquéCommuniquéCommuniqué

Albania, Antigua and Barbuda, Armenia, Aruba, Australia, Austria, Azerbaijan, Bahamas, Belarus, Belgium and
Luxembourg, Bolivia, Botswana, Brazil, Bulgaria, Burundi, Cambodia, Canada, Croatia, Cyprus, Denmark, Dominica,
Dominican Republic, Ecuador, Estonia, Finland, France, Germany, Ghana, Grenada, Guatemala, Guyana, Honduras,
Hungary, Iceland, Indonesia, Ireland, Italy, Jamaica, Kazakhstan, Kenya, Kuwait, Lao People’s Democratic Republic,
Latvia, Lesotho, Lithuania, TFYR Macedonia, Madagascar, Malaysia, Mauritius, Moldova, Mongolia,  Morocco,
Mozambique, Myanmar, Namibia, Netherlands, New Zealand, Nicaragua, Nigeria, Norway, Pakistan, Philippines,
Poland, Portugal, Republic of Korea, Russian Federation, Rwanda, Saint Kitts and Nevis, Saint Lucia, Saint
Vincent and the Grenadines, Seychelles, Singapore, Slovakia, Slovenia, South Africa, Spain, Sri Lanka, Swaziland,
Sweden, Switzerland, Thailand, Trinidad and Tobago, Tunisia, Turkey,  Ukraine, United Republic of Tanzania,
United Kingdom, Venezuela, Viet Nam, Zambia and Zimbabwe.

WWWWWeb siteeb siteeb siteeb siteeb site

Angola, Argentina, Chile, Colombia, Costa Rica, El Salvador, Haiti, Hong Kong, Province of China, India, Israel,
Japan, Kyrgyzstan, Malta, Paraguay, Peru, Taiwan Province of China and United States.

E.  Definitions and sources of the data in annex tables B.5 and B.6E.  Definitions and sources of the data in annex tables B.5 and B.6E.  Definitions and sources of the data in annex tables B.5 and B.6E.  Definitions and sources of the data in annex tables B.5 and B.6E.  Definitions and sources of the data in annex tables B.5 and B.6

These two annex tables show the ratio of inward and outward FDI flows to gross fixed capital
formation or gross domestic capital formation (annex table B.5) and inward and outward FDI stock to
GDP (annex table B.6), respectively.  All of these data are in current prices.

The data on GDP were obtained from UNCTAD Secretariat.  For some economies such as Taiwan
Province of China, the data are supplemented from national sources.  The data on gross fixed capital
formation were obtained from IMF’s international-financial-statistics CD-ROM, June 2000.

For economies for which data on gross fixed capital formation were unavailable, the following
data were used:

Gross capital formation:Gross capital formation:Gross capital formation:Gross capital formation:Gross capital formation:

Barbados, Nigeria, Oman, Romania, Suriname and Syrian Arab Republic.

Gross investment:Gross investment:Gross investment:Gross investment:Gross investment:

Ethiopia and Indonesia.

In the case of economies for which gross fixed capital formation data were unavailable for the
IMF, such as Taiwan Province of China, the data are supplemented from national sources or World
Bank data on gross domestic fixed investment, obtained from the World Development Indicators 2000
CD-ROM.

For annex table B.5, figures exceeding 100 per cent may result from the fact that, for some economies,
the reported data on gross fixed capital formation do not necessarily accurately reflect the value of
capital formation and that FDI flows do not necessarily translate into capital formation.

Data on FDI are from annex tables B.1-B.4.

NotesNotesNotesNotesNotes

1 In some countries, an equity stake of other than 10 per cent is still used. In the United Kingdom,
for example, a stake of 20 per cent or more was a threshold until 1997.

2 This general definition of FDI is based on OECD, Detailed Benchmark Definition of Foreign Direct
Investment, third edition (Paris, OECD, 1996) and International Monetary Fund, Balance of Payments
Manual, fifth edition (Washington, D.C., IMF, 1993).

3 There are, however, some exceptions.  For example, in the case of Germany, loans granted by
affiliate enterprises to their parent enterprises are not deducted from the stock.

4 International Monetary Fund, op. cit., p. 40.
5 Includes Austria, Belgium, Canada, Denmark, Finland, France, Germany, Italy, Japan, the

Netherlands, Norway, Spain, Sweden, the United Kingdom and the United States.
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.1.le B.1.le B.1.le B.1.le B.1.   FDI inflo   FDI inflo   FDI inflo   FDI inflo   FDI inflows,ws,ws,ws,ws, b b b b by host region and economy host region and economy host region and economy host region and economy host region and economyyyyy,,,,, 1988-1999 1988-1999 1988-1999 1988-1999 1988-1999

(Millions of dollars)

 1988-1993
Host region/economy     (Annual average) 1994 1995 1996 1997 1998 1999

WWWWWorldorldorldorldorld 190 629190 629190 629190 629190 629 255 988255 988255 988255 988255 988 331 844331 844331 844331 844331 844 377 516377 516377 516377 516377 516 473 052473 052473 052473 052473 052 680 082680 082680 082680 082680 082 865 487865 487865 487865 487865 487

DeDeDeDeDeveloped countriesveloped countriesveloped countriesveloped countriesveloped countries 140 088140 088140 088140 088140 088 145 135145 135145 135145 135145 135 205 693205 693205 693205 693205 693 219 789219 789219 789219 789219 789 275 229275 229275 229275 229275 229 480 638480 638480 638480 638480 638 636 449636 449636 449636 449636 449

          WWWWWestern Eurestern Eurestern Eurestern Eurestern Europeopeopeopeope 80 97480 97480 97480 97480 974 82 96782 96782 96782 96782 967 119 012119 012119 012119 012119 012 114 940114 940114 940114 940114 940 138 986138 986138 986138 986138 986 259 924259 924259 924259 924259 924 315 123315 123315 123315 123315 123

   Eur   Eur   Eur   Eur   European Unionopean Unionopean Unionopean Unionopean Union 78 51178 51178 51178 51178 511 76 86676 86676 86676 86676 866 114 387114 387114 387114 387114 387 108 604108 604108 604108 604108 604 128 574128 574128 574128 574128 574 248 675248 675248 675248 675248 675 305 058305 058305 058305 058305 058

Austria  768 2 102 1 904 4 426 2 654 4 567 2 813
Belgium and Luxembourg 8 613 8 514 10 689 14 064 11 998 22 691 15 862
Denmark 1 168 5 006 4 195  742 2 801 6 716 7 454
Finland  472 1 577 1 063 1 109 2 114 12 144 3 023
France 13 976 15 580 23 681 21 960 23 178 29 495 39 101
Germany 3 052 7 135 12 025 6 572 11 097 21 163 26 822
Greece  987  981 1 053 1 058  984  700a  900a

Ireland  787  838 1 447 2 618 2 743 8 579 18 322
Italy 4 105 2 199 4 842 3 546 3 700 3 065 4 901
Netherlands 8 058 7 266 12 220 15 052 14 463 41 682 33 785
Portugal 1 854 1 270  685 1 368 2 278 2 802  570
Spain 10 814 8 876 6 161 6 585 6 375 11 863 9 355
Sweden 2 586 6 269 14 453 5 070 10 963 19 560 59 968
United Kingdom 21 271 9 253 19 969 24 435 33 227 63 649 82 182

    Other     Other     Other     Other     Other WWWWWestern Eurestern Eurestern Eurestern Eurestern Europeopeopeopeope 2 4632 4632 4632 4632 463 6 1006 1006 1006 1006 100 4 6254 6254 6254 6254 625 6 3356 3356 3356 3356 335 10 41310 41310 41310 41310 413 11 24911 24911 24911 24911 249 10 06510 06510 06510 06510 065

Gibraltar  50a - 1a  1a 1a  1a 1a 8a

Iceland  11 - 2 - 9  84  149  148  66
Norway  455 2 736 2 409 3 172 3 627 3 599 6 577
Switzerland 1 948 3 366 2 223 3 078 6 636 7 500 3 413

   Nor   Nor   Nor   Nor   North Americath Americath Americath Americath America 50 11750 11750 11750 11750 117 53 30253 30253 30253 30253 302 68 02968 02968 02968 02968 029 94 09194 09194 09194 09194 091 117 249117 249117 249117 249117 249 208 021208 021208 021208 021208 021 300 594300 594300 594300 594300 594

Canada 5 336 8 207 9 257 9 636 11 761 21 705 25 061
United States 44 781 45 095 58 772 84 455 105 488 186 316 275 533

 Other de Other de Other de Other de Other developed countriesveloped countriesveloped countriesveloped countriesveloped countries 8 9978 9978 9978 9978 997 8 8668 8668 8668 8668 866 18 65218 65218 65218 65218 652 10 75810 75810 75810 75810 758 18 99418 99418 99418 99418 994 12 69312 69312 69312 69312 693 20 73220 73220 73220 73220 732

Australia 6 105 4 600 12 376 6 127 7 732 6 345 5 422
Israel  331  432 1 337 1 382 1 622 1 850 2 256
Japan  737  912  39  200 3 200 3 192 12 741
New Zealand 1 802 2 543 3 659 2 231 2 623  745 -1 063
South Africa  22  380 1 241  818 3 817  561 1 376

DeDeDeDeDeveloping countriesveloping countriesveloping countriesveloping countriesveloping countries 46 91946 91946 91946 91946 919 104 920104 920104 920104 920104 920 111 884111 884111 884111 884111 884 145 030145 030145 030145 030145 030 178 789178 789178 789178 789178 789 179 481179 481179 481179 481179 481 207 619207 619207 619207 619207 619

  Africa  Africa  Africa  Africa  Africa 3 4723 4723 4723 4723 472 5 6325 6325 6325 6325 632 4 6994 6994 6994 6994 699 5 5225 5225 5225 5225 522 6 8966 8966 8966 8966 896 7 5197 5197 5197 5197 519 8 9498 9498 9498 9498 949

    Nor    Nor    Nor    Nor    North Africath Africath Africath Africath Africa 1 3881 3881 3881 3881 388 2 3122 3122 3122 3122 312 1 2071 2071 2071 2071 207 1 2151 2151 2151 2151 215 2 3562 3562 3562 3562 356 2 3002 3002 3002 3002 300 2 9922 9922 9922 9922 992

Algeria  11  18  5  4  7  5  6a

Egypt  730 1 256  596  637  888 1 077 1 500a

Libyan Arab Jamahiriya  105 - 79 - 107 - 135 - 82 - 152 - 100a

Morocco  275  551  335  357 1 079  329  847
Sudan - 6b -a -a -  98  371  371
Tunisia  273  566  378  351  366  670  368

    Other Africa    Other Africa    Other Africa    Other Africa    Other Africa 2 0842 0842 0842 0842 084 3 3203 3203 3203 3203 320 3 4933 4933 4933 4933 493 4 3074 3074 3074 3074 307 4 5404 5404 5404 5404 540 5 2205 2205 2205 2205 220 5 9585 9585 9585 9585 958

Angola  208  170  472  181  412 1 114 1 814

/...
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.1.le B.1.le B.1.le B.1.le B.1.   FDI inflo   FDI inflo   FDI inflo   FDI inflo   FDI inflows,ws,ws,ws,ws, b b b b by host region and economy host region and economy host region and economy host region and economy host region and economyyyyy,,,,, 1988-1999 (contin 1988-1999 (contin 1988-1999 (contin 1988-1999 (contin 1988-1999 (continued)ued)ued)ued)ued)

(Millions of dollars)

 1988-1993
Host region/economy     (Annual average) 1994 1995 1996 1997 1998 1999

Benin  54  14  8  25  26  35  31
Botswana - 20 - 14  70  71  100  90  112
Burkina Faso  3  18  10  17  13  10  10a

Burundi - -  2 - -  2 -
Cameroon - 14 - 9  7  35  45  50  40a

Cape Verde  1  2  26  29  12  9  15a

Central African Republic - 5  4  3  5  6  5  13a

Chad  7  27  13  18  15  16  15a

Comoros  1 - -  2  2  2  2a

Congo  5  5  3  8  9  4  5a

Congo, Democratic Republic of - 3  1  1  2  1 -  1a

Côte d’Ivoire  64  118  268  302  450  314  279
Djibouti -  1  3  5  5  6  5a

Equatorial Guinea  14  17  127  376  20  24  120a

Ethiopia  2  21  32  13  68  178  90a

Gabon  22 - 100 - 113  312a 143a 211a  200a

Gambia  7  10  8  12  13  14  15a

Ghana  34  233  107  120  83  56  115
Guinea  18 - -  24  17  18  20a

Guinea-Bissau  2c -a  1  1  10a -a  3a

Kenya  24  4  32  13  40  42  42
Lesotho  127  273  275  286  269  262  136
Liberia  200  14  21  17  15  16  10a

Madagascar  15  6  10  10  14  16  58
Malawi  13  9  25  44  22  70  60a

Mali -  17  123  47  74  36  40a

Mauritania  6  2  7  5  3 -  2a

Mauritius  25  20  19  37  55  12  49
Mozambique  16  35  45  73  64  213  384
Namibia  54  98  153  129  84  77  114
Niger  17  8  16  20  25  9  15a

Nigeria  968 1 959 1 079 1 593 1 539 1 051 1 400a

Rwanda  9  1  2  2  3  7  5a

Senegal  19  67  35  7  176  71  60a

Seychelles  19  30  40  30  54  55  60
Sierra Leone  4 - 3 - 2  5  4  5  1a

Somalia - 13  1  1 -a -a -a -a

Swaziland  55  25  33 - 62 - 48  51 - 4
Togo  5  16  38  27  23  42  35a

Uganda  9  88  125  120  175  210  180a

United Republic of Tanzania  7  50  150  149  158  172  183
Zambia  99  40  97  117  207  198  163
Zimbabwe  3  41  118  81  135  444  59

Latin America and theLatin America and theLatin America and theLatin America and theLatin America and the
   Caribbean   Caribbean   Caribbean   Caribbean   Caribbean 13 13613 13613 13613 13613 136 30 09130 09130 09130 09130 091 32 81632 81632 81632 81632 816 45 89045 89045 89045 89045 890 69 17269 17269 17269 17269 172 73 76773 76773 76773 76773 767 90 48590 48590 48590 48590 485

   South America   South America   South America   South America   South America 6 5346 5346 5346 5346 534 15 18315 18315 18315 18315 183 18 90918 90918 90918 90918 909 31 57231 57231 57231 57231 572 47 62947 62947 62947 62947 629 51 34851 34851 34851 34851 348 72 05372 05372 05372 05372 053

Argentina 2 266 3 490 5 315 6 522 8 755 6 526 23 153
Bolivia  79  130  374  426  879  957 1 016
Brazil 1 534 2 590 5 475 10 496 18 743 28 480 31 397
Chile  993 2 733 2 956 4 633 5 219 4 638 9 221
Colombia  571 1 445  968 3 112 5 639 2 907 1 396a

Ecuador  208  531  470  491  695  831  636
Guyana  108d  107  74  93  53  47  48
Paraguay  63  138  155  246  270  423  306
Peru  154 3 084 2 000 3 226 1 702 1 930 2 068
Suriname - 105 - 30 - 21  7a  12a  10a  5a

/...
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.1.le B.1.le B.1.le B.1.le B.1.   FDI inflo   FDI inflo   FDI inflo   FDI inflo   FDI inflows,ws,ws,ws,ws, b b b b by host region and economy host region and economy host region and economy host region and economy host region and economyyyyy,,,,, 1988-1999 (contin 1988-1999 (contin 1988-1999 (contin 1988-1999 (contin 1988-1999 (continued)ued)ued)ued)ued)

(Millions of dollars)

 1988-1993
Host region/economy     (Annual average) 1994 1995 1996 1997 1998 1999

Uruguay  51d  155  157  137  126  164  200a

Venezuela  612  813  985 2 183 5 536 4 435 2 607

  Other Latin America and  Other Latin America and  Other Latin America and  Other Latin America and  Other Latin America and
    the Caribbean    the Caribbean    the Caribbean    the Caribbean    the Caribbean 6 6016 6016 6016 6016 601 14 90814 90814 90814 90814 908 13 90713 90713 90713 90713 907 14 31814 31814 31814 31814 318 21 54421 54421 54421 54421 544 22 41922 41922 41922 41922 419 18 43218 43218 43218 43218 432

Antigua and Barbuda  38  25  31  19  24  26  12
Aruba  65e - 59  1  84  196  84  394
Bahamas  12  23  107  88  210  147  145
Barbados  10  13  12  13  15  16  15a

Belize  15  15  21  17  12  18  3a

Bermuda 1 544a 1 079a 1 350a 2 100a 1 700a 2 400a  184a

Cayman Islands  117a  532a  490a  410a 2 000a 3 500a 1 800a

Costa Rica  173  298  337  427  483  559  450a

Cuba  4a  14a  9a  12a  13a  30a  15a

Dominica  15  23  54  18  21  9  13
Dominican Republic  144  207  414  97  421  700 1 353
El Salvador  15 ..  38 - 5  11  872  231
Grenada  16  19  20  19  35  51  43
Guatemala  134  65  70  77  85  673  147
Haiti  6 - 3  7  4  4  11  30
Honduras  45  42  69  90  128  99  230
Jamaica  120  130  147  184  203  369  520
Mexico 3 705 10 973 9 526 9 186 12 831 10 238 11 233a

Netherlands Antilles  19  22  10  11a  103a  151a 70a

Nicaragua  41e  40  75  97  173  184  300
Panama  2  393  267  410 1 256 1 206  22
Saint Kitts and Nevis  25  15  20  35  20  34  77
Saint Lucia  37  32  30  17  47  84  87
Saint Vincent and the Grenadines  14  47  31  43  55  28  25
Trinidad and Tobago  175  516  299  355 1 000  732  633
Virgin Islands  112a 447a 470a  510a  500a  200a  400a

 De De De De Developing Eurveloping Eurveloping Eurveloping Eurveloping Europeopeopeopeope  221 221 221 221 221  420 420 420 420 420  483 483 483 483 483 1 0261 0261 0261 0261 026 1 0201 0201 0201 0201 020 1 4591 4591 4591 4591 459 2 3152 3152 3152 3152 315

Bosnia and Herzegovina .. .. .. - 2a  1a  10a 10a

Croatia  120f  117  115  506  517  893 1 382
Malta  52  152  182  325  165  273  811
Slovenia  49  128  176  185  321  165  90
TFYR Macedonia ..  24  10  12  16  118  22

 Asia Asia Asia Asia Asia 29 85429 85429 85429 85429 854 68 60668 60668 60668 60668 606 73 32473 32473 32473 32473 324 92 43492 43492 43492 43492 434 101 575101 575101 575101 575101 575 96 50496 50496 50496 50496 504 105 621105 621105 621105 621105 621

          WWWWWest Asiaest Asiaest Asiaest Asiaest Asia 1 9961 9961 9961 9961 996 1 7561 7561 7561 7561 756  14 14 14 14 14 2 4292 4292 4292 4292 429 4 9794 9794 9794 9794 979 6 2066 2066 2066 2066 206 6 7116 7116 7116 7116 711

Bahrain  239  208  431 2 048  329  181  300a

Cyprus  78  46  80  50  68  56  65
Iran, Islamic Republic - 86  2  17  26  53  24  85a

Iraq - -a  2a -a -a .. ..
Jordan  9  3  13  16  361  310  151a

Kuwait  13f ..  7  347  20  59  72
Lebanon  3  7  35  80  150  200  250a

Oman  121  76  46  75  53  106  70a

Qatar  23  132a  94a  35a  55a  70a  50a

Saudi Arabia  389  350 -1 877 -1 129 3 044 4 289 4 800a

Syrian Arab Republic  84  251  100  89  80  80  75a

Turkey  665  608  885  722  805  940  783
United Arab Emirates  111  62a  399a  130a  100a  100a  160a

/...
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.1.le B.1.le B.1.le B.1.le B.1.   FDI inflo   FDI inflo   FDI inflo   FDI inflo   FDI inflows,ws,ws,ws,ws, b b b b by host region and economy host region and economy host region and economy host region and economy host region and economyyyyy,,,,, 1988-1999 (contin 1988-1999 (contin 1988-1999 (contin 1988-1999 (contin 1988-1999 (continued)ued)ued)ued)ued)

(Millions of dollars)

 1988-1993
Host region/economy     (Annual average) 1994 1995 1996 1997 1998 1999

Yemen  347  11 - 218 - 60 - 139 - 210 - 150a

  Central Asia  Central Asia  Central Asia  Central Asia  Central Asia  745 745 745 745 745  896 896 896 896 896 1 6551 6551 6551 6551 655 2 0532 0532 0532 0532 053 3 0793 0793 0793 0793 079 3 1413 1413 1413 1413 141 2 7622 7622 7622 7622 762

Armenia  7b  8  25  18  52  232  130
Azerbaijan ..  22  330  627 1 115 1 023  691
Georgia ..  8  5  45  111  265  96a

Kazakhstan  686d  660  964 1 137 1 321 1 152 1 587
Kyrgyzstan  10f  38  96  47  83  109  35
Tajikistan ..  10  15  16  4  30  29a

   Turkmenistan ..  100  100  108  108  130  80a

   Uzbekistan  43d  50  120  55  285  200  113a

   South, East and South-   South, East and South-   South, East and South-   South, East and South-   South, East and South-
East AsiaEast AsiaEast AsiaEast AsiaEast Asia 27 11327 11327 11327 11327 113 65 95465 95465 95465 95465 954 71 65471 65471 65471 65471 654 87 95287 95287 95287 95287 952 93 51893 51893 51893 51893 518 87 15887 15887 15887 15887 158 96 14896 14896 14896 14896 148

Afghanistan -g -a -a -a -a -a -a

Bangladesh  4  11  2  14  141  308  150a

Brunei Darussalam  4  6  13a  11a  5a  4a  5a

Cambodia  44d  69  151  294  168  121  135
China 8 852 33 787 35 849 40 180 44 236 43 751 40 400a

Hong Kong, China 3 689a 7 828a 6 213a 10 460a 11 368a 14 776 23 068
India  234  973 2 144 2 426 3 577 2 635 2 168
Indonesia 1 269 2 109 4 346 6 194 4 677 - 356 -3 270
Korea, Democratic
  People’s Republic  103a  7a 14a -a -a -a -a

Korea, Republic of  956  991 1 357 2 308 3 088 5 215 10 340
Lao People’s Democratic Republic  10  59  88  128  86  45  79
Macau, China - 4a 2a  6a  3a -a  1a

Malaysia 3 320 4 581 5 816 7 296 6 513 2 700 3 532
Maldives  5  9  7  9  11  12  10a

Mongolia  5d  7  10  16  25  19  30
Myanmar  137b  126  277  310  387  315  300a

Nepal  3  7  8  19  23  12  132a

Pakistan  266  419  719  918  713  507  531
Philippines  770 1 591 1 459 1 520 1 249 1 752  737
Singapore 3 982 8 550 7 206 8 984 8 085 5 493 6 984
Sri Lanka  82  166  65  133  435  206  202
Taiwan Province of China 1 160 1 375 1 559 1 864 2 248  222 2 926
Thailand 1 899 1 343 2 000 2 405 3 732 7 449 6 078
Viet Nam  319 1 936 2 349 2 455 2 745 1 972 1 609

     The PThe PThe PThe PThe Pacificacificacificacificacific  236 236 236 236 236  172 172 172 172 172  563 563 563 563 563  158 158 158 158 158  126 126 126 126 126  231 231 231 231 231  248 248 248 248 248

Fiji  55  68  70  2  16  76  30a

Kiribati - - -a -a  1 -a -a

New Caledonia  13  10 -a -a  10a  5a  3a

Papua New Guinea  133  57  455  111  29  110  170a

Vanuatu  18  30  31  33  30  27  26a

Samoa  3  3  3  4  4  3  2a

Solomon Islands  13  2  2  6  34  9  15a

Tonga -  2  2  2  3  2  2a

Central and Eastern EurCentral and Eastern EurCentral and Eastern EurCentral and Eastern EurCentral and Eastern Europeopeopeopeope 3 6233 6233 6233 6233 623 5 9325 9325 9325 9325 932 14 26714 26714 26714 26714 267 12 69712 69712 69712 69712 697 19 03419 03419 03419 03419 034 19 96319 96319 96319 96319 963 21 42021 42021 42021 42021 420

Albania  39d  53  70  90  48  45  41
Belarus  12d  11  15  73  200  149  225
Bulgaria  35e  105  90  109  505  537  770
Czech Republic  502b  869 2 562 1 428 1 300 2 720 5 108

/...
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.1.le B.1.le B.1.le B.1.le B.1.   FDI inflo   FDI inflo   FDI inflo   FDI inflo   FDI inflows,ws,ws,ws,ws, b b b b by host region and economy host region and economy host region and economy host region and economy host region and economyyyyy,,,,, 1988-1999 (conc 1988-1999 (conc 1988-1999 (conc 1988-1999 (conc 1988-1999 (concluded)luded)luded)luded)luded)
(Millions of dollars)

 1988-1993
Host region/economy     (Annual average) 1994 1995 1996 1997 1998 1999

Estonia  114d  214  201  151  267  581  306
Hungary 1 033 1 146 4 453 2 275 2 173 2 036 1 944
Latvia  36d  214  180  382  521  357  366
Lithuania  20d  31  73  152  355  926  486
Moldova, Republic of  16d  28  67  24  76  81  34
Poland  478 1 875 3 659 4 498 4 908 6 365 7 500a

Romania  72g  342  420  265 1 215 2 031  961
Russian Federation  956d  640 2 016 2 479 6 638 2 761 2 861
Slovakia  111e  245  195  251  206  631  322
Ukraine  200d  159  267  521  624  743  496

Memorandum:

Least deLeast deLeast deLeast deLeast developed countries:veloped countries:veloped countries:veloped countries:veloped countries:     hhhhh

          TTTTTotalotalotalotalotal 1 3611 3611 3611 3611 361 1 1681 1681 1681 1681 168 2 0012 0012 0012 0012 001 2 3942 3942 3942 3942 394 2 5242 5242 5242 5242 524 3 7153 7153 7153 7153 715 4 5274 5274 5274 5274 527
Africa  822  844 1 641 1 632 1 772 3 062 3 798
Latin America and the Caribbean  6 - 3  7  4  4  11  30
Asia and the Pacific  533  327  352  758  748  642  700
Asia  499  292  316  715  679  603  657
West Asia  347  11 - 218 - 60 - 139 - 210 - 150
South, East and South-East Asia  151  281  533  775  817  813  807
The Pacific  34  35  36  43  69  39  43

Oil-eOil-eOil-eOil-eOil-exporxporxporxporxporting countries:ting countries:ting countries:ting countries:ting countries:     iiiii

          TTTTTotalotalotalotalotal 12 48212 48212 48212 48212 482 24 27724 27724 27724 27724 277 23 26823 26823 26823 26823 268 30 66230 66230 66230 66230 662 39 11639 11639 11639 11639 116 28 40128 40128 40128 40128 401 27 16227 16227 16227 16227 162
Africa 2 308 3 787 2 321 2 986 3 327 4 030 5 233

North Africa 1 119 1 761  872  857 1 179 1 600 1 774
Other Africa 1 189 2 026 1 449 2 129 2 148 2 430 3 459

Latin America and the
  Caribbean 4 779 12 963 11 655 12 642 20 941 17 193 16 126

South America  899 1 474 1 829 3 101 7 110 6 224 4 259
Other Latin America
  and the Caribbean 3 880 11 489 9 825 9 541 13 831 10 970 11 866

 Asia 5 395 7 527 9 293 15 034 14 848 7 177 5 804
West Asia  802  831 - 881 1 533 3 653 4 829 5 537
South, East and South-

East Asia 4 593 6 696 10 175 13 501 11 195 2 348  267

All developing countries
minus China 37 269 71 133 76 035 104 850 134 553 135 730 167 219

Asia and the Pacific 29 532 68 777 73 887 92 592 101 701 96 736 105 869

Africa including South Africa 3 494 6 012 5 940 6 340 10 713 8 080 10 325

Source: UNCTAD, FDI/TNC database.

a Estimates.  For details, see “definitions and sources” in annex B.
b Annual average from 1989 to 1993.
c Annual average from 1988 to 1992.
d Annual average from 1992 to 1993.
e Annual average from 1990 to 1993.
f 1993.
g Annual average from 1991 to 1993.
h Least developed countries include: Afghanistan, Angola, Bangladesh, Benin, Burkina Faso, Burundi, Cambodia, Cape

Verde, Central African Republic, Chad, Comoros, Democratic Repunlic of Congo, Djibouti, Equatorial Guinea, Ethiopia,
Gambia, Guinea, Guinea-Bissau, Haiti, Kiribati, Lao People’s Democratic Republic, Lesotho, Liberia, Madagascar, Malawi,
Maldives, Mali, Mauritania, Mozambique, Myanmar, Nepal, Niger, Rwanda, Samoa, Sierra Leone, Solomon Islands,
Somalia, Sudan, Togo, Uganda, United Republic of Tanzania, Vanuatu, Yemen and Zambia.  Not included are Bhutan,
Eritrea, Sao Tome and Principe and Tuvalu due to unavailability of data.
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i Oil-expor ting countries include: Algeria, Angola, Bahrain, Brunei Darussalam, Cameroon, Congo, Ecuador, Egypt, Gabon,
Indonesia, Islamic Republic of Iran, Iraq, Kuwait, Libyan Arab Jamahiriya, Malaysia, Mexico, Nigeria, Oman, Qatar,
Saudi Arabia, Trinidad and Tobago, Tunisia, United Arab Emirates and Venezuela.

Note: For Nigeria, FDI inflows excluding reinvested earnings in oil prospecting companies are as follows:

FDI inflows, in millions of dollars.

  Year 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

  FDI inflows 1 300 566 678 1 933 357 796 81 139 418 358
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.2.le B.2.le B.2.le B.2.le B.2.   FDI outflo   FDI outflo   FDI outflo   FDI outflo   FDI outflows,ws,ws,ws,ws, b b b b by home region and economy home region and economy home region and economy home region and economy home region and economyyyyy,,,,, 1988-1999 1988-1999 1988-1999 1988-1999 1988-1999

(Millions of dollars)

 1988-1993
 Home region/economy     (Annual average) 1994 1995 1996 1997 1998 1999

WWWWWorldorldorldorldorld 221 357221 357221 357221 357221 357 282 902282 902282 902282 902282 902 357 537357 537357 537357 537357 537 390 776390 776390 776390 776390 776 471 906471 906471 906471 906471 906 687 111687 111687 111687 111687 111 799 928799 928799 928799 928799 928

  De  De  De  De  Developed countriesveloped countriesveloped countriesveloped countriesveloped countries 197 581197 581197 581197 581197 581 240 487240 487240 487240 487240 487 306 822306 822306 822306 822306 822 331 963331 963331 963331 963331 963 404 153404 153404 153404 153404 153 651 873651 873651 873651 873651 873 731 765731 765731 765731 765731 765

               WWWWWestern Eurestern Eurestern Eurestern Eurestern Europeopeopeopeope 115 639115 639115 639115 639115 639 133 665133 665133 665133 665133 665 174 080174 080174 080174 080174 080 204 381204 381204 381204 381204 381 246 464246 464246 464246 464246 464 444 747444 747444 747444 747444 747 533 244533 244533 244533 244533 244

    Eur    Eur    Eur    Eur    European Unionopean Unionopean Unionopean Unionopean Union 107 220107 220107 220107 220107 220 120 684120 684120 684120 684120 684 158 990158 990158 990158 990158 990 182 266182 266182 266182 266182 266 223 662223 662223 662223 662223 662 425 495425 495425 495425 495425 495 509 824509 824509 824509 824509 824

Austria 1 177 1 257 1 131 1 934 1 987 2 765 2 797
Belgium and Luxembourg 6 528 1 371 11 603 8 026 7 252 28 845 24 928
Denmark 1 622 4 162 2 334 1 970 3 715 3 955 8 214
Finland 1 469 4 297 1 497 3 595 5 287 18 646 4 192
France 24 246 24 381 15 760 30 419 35 591 45 471 107 952
Germany 18 383 18 859 39 049 50 804 40 733 91 159 50 596
Greece  12b - 90a  66a - 18a  4a - 47a - 21a

Ireland  400  438  820  727 1 008 3 906 5 418
Italy 5 545 5 239 7 024 8 697 10 414 14 096 2 958
Netherlands 12 886 17 664 20 165 31 224 29 243 51 373 45 858
Portugal  271  287  688  776 1 667 2 901 2 679
Spain 2 675 3 934 4 076 5 397 12 522 19 042 35 414
Sweden 6 925 6 685 11 215 4 667 12 652 24 365 19 549
United Kingdom 25 083 32 199 43 562 34 047 61 586 119 018 199 289

   Other    Other    Other    Other    Other WWWWWestern Eurestern Eurestern Eurestern Eurestern Europeopeopeopeope 8 4198 4198 4198 4198 419 12 98112 98112 98112 98112 981 15 09015 09015 09015 09015 090 22 11522 11522 11522 11522 115 22 80222 80222 80222 80222 802 19 25219 25219 25219 25219 252 23 42123 42123 42123 42123 421

Gibraltar .. .. .. .. .. .. ..
Iceland  9  23  24  63  55  74  85
Norway 1 031 2 166 2 856 5 900 5 016 2 545 5 420
Switzerland 7 379 10 793 12 210 16 152 17 732 16 633 17 916

   Nor   Nor   Nor   Nor   North Americath Americath Americath Americath America 44 63344 63344 63344 63344 633 82 54882 54882 54882 54882 548 103 538103 538103 538103 538103 538 97 52497 52497 52497 52497 524 122 032122 032122 032122 032122 032 177 338177 338177 338177 338177 338 168 717168 717168 717168 717168 717

Canada 5 309 9 296 11 464 13 098 22 515 31 286 17 816
United States 39 323 73 252 92 074 84 426 99 517 146 052 150 901

Other deOther deOther deOther deOther developed countriesveloped countriesveloped countriesveloped countriesveloped countries 37 30937 30937 30937 30937 309 24 27424 27424 27424 27424 274 29 20429 20429 20429 20429 204 30 05830 05830 05830 05830 058 35 65735 65735 65735 65735 657 29 78829 78829 78829 78829 788 29 80329 80329 80329 80329 803

Australia 3 235 2 483 3 801 6 064 6 460 2 323 3 604
Israel  316  742  733 1 042  834  830  702
Japan 32 472 18 089 22 508 23 442 26 059 24 152 22 743
New Zealand  837 1 725 - 336 -1 534 - 46  752 1 641a

South Africa  450 1 236 2 498 1 044 2 351 1 731 1 114

 De De De De Developing countriesveloping countriesveloping countriesveloping countriesveloping countries 23 50923 50923 50923 50923 509 42 12442 12442 12442 12442 124 50 25950 25950 25950 25950 259 57 76357 76357 76357 76357 763 64 33564 33564 33564 33564 335 33 04533 04533 04533 04533 045 65 63865 63865 63865 63865 638

    Africa    Africa    Africa    Africa    Africa 1 0011 0011 0011 0011 001  528 528 528 528 528  175 175 175 175 175 - 43- 43- 43- 43- 43 1 6171 6171 6171 6171 617  648 648 648 648 648  935 935 935 935 935

    Nor    Nor    Nor    Nor    North Africath Africath Africath Africath Africa  25 25 25 25 25  103 103 103 103 103  194 194 194 194 194  101 101 101 101 101  429 429 429 429 429  371 371 371 371 371  317 317 317 317 317

Algeria  17c .. .. .. .. .. ..
Egypt  25  43  93  5  129  45  47a

Libyan Arab Jamahiriya - 43  28  83  63  282  304  250a

Morocco  23d  24  15  30  9  20  18
Sudan .. .. .. .. .. .. ..
Tunisia  3  8  3  2  9  2  3

   Other Africa   Other Africa   Other Africa   Other Africa   Other Africa  975 975 975 975 975  425 425 425 425 425 - 19- 19- 19- 19- 19 - 144- 144- 144- 144- 144 1 1881 1881 1881 1881 188  277 277 277 277 277  618 618 618 618 618

Angola -d - 2 - 222a -a - 1a - 1a -a

/...
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.2.le B.2.le B.2.le B.2.le B.2.   FDI outflo   FDI outflo   FDI outflo   FDI outflo   FDI outflows,ws,ws,ws,ws, b b b b by home region and economy home region and economy home region and economy home region and economy home region and economyyyyy,,,,, 1988-1999 (contin 1988-1999 (contin 1988-1999 (contin 1988-1999 (contin 1988-1999 (continued)ued)ued)ued)ued)

(Millions of dollars)

 1988-1993
 Home region/economy     (Annual average) 1994 1995 1996 1997 1998 1999

Benin - 58d - 9a - 12a  12 12  2  7a

Botswana  9d  9  41 - 1  4  3  3
    Burkina Faso  2e  7 - -  1  5  1a

Burundi -f - - - - - -
Cameroon  24 - - - 57a - 66a - 55a ..
Cape Verde - - - - - -a -a

Central African Republic  5  7  6a  6a  5a  5a  5a

Chad  12b -  12a  8a  10a  5a  7a

Comoros -d 3a -a .. .. .. ..
Congo  4b 5a  3a  8a  9a .. ..
Congo, Democratic Republic of .. .. .. .. .. .. ..
Côte d’Ivoire  105d  40  56  33  34  36  27
Djibouti .. .. .. .. .. .. ..
Equatorial Guinea -g .. .. .. .. .. ..
Ethiopia  8d  3a  8a  5a  5a  4a  5a

Gabon  15 - - 1a - 1a  15a  5a  6a

Gambia .. .. .. .. .. .. ..
Ghana .. .. ..  150a  47a  30a  70a

Guinea .. .. .. - - 16a -a ..
Guinea-Bissau  1h .. .. .. .. .. ..

    Kenya -c ..  13  25  5  14  30
Lesotho -i .. .. .. .. .. ..
Liberia  119  85a - 96a - 430a 1 028a .. ..
Madagascar -i .. .. .. .. .. ..
Malawi ..  1a ..  2a -a  6a  3a

Mali .. .. ..  4  5  27  15a

Mauritania -j .. ..  5a  3a  5a ..
Mauritius  15  1  4  3  3  14  6
Mozambique -i .. .. -a -a -a ..
Namibia  4d - 6 - 4 - 22  1 - 1  2
Niger  9  4  2  18  8  10  15a

Nigeria  661  179  104  42  58  107  92
Rwanda .. .. .. .. .. .. ..
Senegal  8  17 - 3  2 -  10  5a

Seychelles  2  13  16  13  10  3  9
Sierra Leone -d - 1a  3a .. .. .. ..
Somalia .. .. .. .. .. .. ..
Swaziland  9  54  28 - 32 - 20  10 - 14
Togo  7d -  6  13  4  22  15a

Uganda .. ..  3 - 1 - 4a -a  300a

United Republic of Tanzania .. .. .. .. .. .. ..
Zambia .. .. .. .. .. .. ..
Zimbabwe  12  13  13  51  28  9  9

      Latin America and the Caribbean Latin America and the Caribbean Latin America and the Caribbean Latin America and the Caribbean Latin America and the Caribbean 6 9306 9306 9306 9306 930 6 0946 0946 0946 0946 094 7 3057 3057 3057 3057 305 5 8235 8235 8235 8235 823 15 05015 05015 05015 05015 050 9 4059 4059 4059 4059 405 27 32527 32527 32527 32527 325

   South America   South America   South America   South America   South America 1 3981 3981 3981 3981 398 3 1393 1393 1393 1393 139 3 7733 7733 7733 7733 773 4 1404 1404 1404 1404 140 8 6428 6428 6428 6428 642 8 4288 4288 4288 4288 428 8 3298 3298 3298 3298 329

Argentina  310 1 013 1 497 1 600 3 656 2 166 1 195
Bolivia  2  2  2  2  2  3  3
Brazil  521  618 1 163  520 1 660 2 609 1 401
Chile  165  911  752 1 188 1 866 2 797 4 855
Colombia  67  149  256  328  810  529  16a

Ecuador - 1e - 2a  2a  1a -a -a -a

Guyana -k -a -a - 1 -a -a -a

Paraguay  13  83a  28a -a  49a  13a  20a

Peru  10k  7a  8 - 16  85  40a  220a

Suriname .. .. .. .. .. .. ..
Uruguay  3 -a - 26a  11a  13  5a  10a

Venezuela  309  358  91  507  500  267  609

/...
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.2.le B.2.le B.2.le B.2.le B.2.   FDI outflo   FDI outflo   FDI outflo   FDI outflo   FDI outflows,ws,ws,ws,ws, b b b b by home region and economy home region and economy home region and economy home region and economy home region and economyyyyy,,,,, 1988-1999 (contin 1988-1999 (contin 1988-1999 (contin 1988-1999 (contin 1988-1999 (continued)ued)ued)ued)ued)

(Millions of dollars)

 1988-1993
 Home region/economy     (Annual average) 1994 1995 1996 1997 1998 1999

   Other Latin America and   Other Latin America and   Other Latin America and   Other Latin America and   Other Latin America and
the Caribbeanthe Caribbeanthe Caribbeanthe Caribbeanthe Caribbean 5 5325 5325 5325 5325 532 2 9542 9542 9542 9542 954 3 5323 5323 5323 5323 532 1 6831 6831 6831 6831 683 6 4086 4086 4086 4086 408  977 977 977 977 977 18 99618 99618 99618 99618 996

    Antigua and Barbuda - 1e - 1a - 2a - 1a - 2a -a  1a

    Aruba  3k  2  2 - - 2  1 - 7
    Bahamas - - - - -  1 -
    Barbados  2  1  3  4  1 -  2a

    Belize  1f  2  2  6  4  5  5a

    Bermuda  48a  378a  501a - 144a 2 104a - 363a 15 099a

    Cayman Islands  65a  300a  450a  400a 1 800a  100a  100a

    Costa Rica  4  5  6  6  7  8  7a

    Cuba .. .. .. .. .. .. ..
    Dominica .. .. ..  1a -  2  2a

    Dominican Republic  5k  12  15  14  1a  1a  6a

    El Salvador .. .. ..  2 .. ..  3
    Grenada .. .. .. .. .. .. ..
    Guatemala .. - 20a - 24a  2a  1a  2a  2a

    Haiti - 7d -a  1a  1a -a -a -a

    Honduras -d - 3a - 2a - 2a - 1a - 1a  1a

    Jamaica  61e  53  66  93  57  82  95
    Mexico  179 1 058 - 263  38 1 108 1 363  800a

    Netherlands Antilles  2  1 - -1 242a -2 427a - 613a  137a

    Nicaragua -e .. -a - 9a .. -a - 2a

    Panama  288 - 210a  329a  860a  313a 1 218a  979a

    Saint Kitts and Nevis -d -a - 2a - 2a - 2a - 1a - 1a

    Saint Lucia -l ..  5a  16a .. .. ..
    Saint Vincent and the Grenadines  1d -a -a -a .. .. ..
    Trinidad and Tobago -d -a  1a  1a  1a  1a  266
     Virgin Islands 4 882e 1 378a 2 444a 1 639a 3 444a - 830a 1 500a

  De  De  De  De  Developing Eurveloping Eurveloping Eurveloping Eurveloping Europeopeopeopeope  28 28 28 28 28  7 7 7 7 7  24 24 24 24 24  68 68 68 68 68  228 228 228 228 228  125 125 125 125 125  109 109 109 109 109

    Bosnia and Herzegovina -k  4a  8a  29a - 2a -a -a

    Croatia  19e  7  6  24  186  98  34
    Malta -e - 1  5  6  17  15  30
    Slovenia  9 - 3  6  8  26  11  44
    TFYR Macedonia .. .. .. -  1  1  1a

  Asia  Asia  Asia  Asia  Asia 15 52815 52815 52815 52815 528 35 48435 48435 48435 48435 484 42 73842 73842 73842 73842 738 51 88551 88551 88551 88551 885 47 41847 41847 41847 41847 418 22 81822 81822 81822 81822 818 37 23937 23937 23937 23937 239

               WWWWWest Asiaest Asiaest Asiaest Asiaest Asia  857 857 857 857 857 -1 225-1 225-1 225-1 225-1 225 - 879- 879- 879- 879- 879 2 3692 3692 3692 3692 369 - 352- 352- 352- 352- 352 -4 339-4 339-4 339-4 339-4 339 1 1691 1691 1691 1691 169

    Bahrain  32  199 - 16  305  48  181  200a

    Cyprus  12  22  28  48  44  85  158
    Iran, Islamic Republic - 42a  6a  3a -a  61a  17a  30a

    Iraq .. .. .. .. .. .. ..
    Jordan - 10 - 23 - 27 - 43 -a  10a  15
    Kuwait  564 -1 519 -1 022 1 740 - 969 -1 867  223
    Lebanon  2a - 2a - 2a - 2a - 3a -2 671a - 1a

    Oman -a  5a  1a  1a  10a  10a  10a

    Qatar .. ..  30a  40a  20a  20a  30a

    Saudi Arabia  210a  81a  13a  180a  195a - 472a - 125a

    Syrian Arab Republic  56 .. ..  1a  3a  2a  2a

    Turkey  23d  49  113  110  251  367  645
    United Arab Emirates  11a - 42a  1a - 11a - 11a - 20a - 18a

    Yemen .. .. .. .. .. .. ..

   Central Asia   Central Asia   Central Asia   Central Asia   Central Asia ----- -----  176 176 176 176 176  37 37 37 37 37  67 67 67 67 67  157 157 157 157 157  354 354 354 354 354

Armenia .. .. .. .. ..  12  13

/.../.../.../.../...
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.2.le B.2.le B.2.le B.2.le B.2.   FDI outflo   FDI outflo   FDI outflo   FDI outflo   FDI outflows,ws,ws,ws,ws, b b b b by home region and economy home region and economy home region and economy home region and economy home region and economyyyyy,,,,, 1988-1999 (contin 1988-1999 (contin 1988-1999 (contin 1988-1999 (contin 1988-1999 (continued)ued)ued)ued)ued)

(Millions of dollars)

 1988-1993
 Home region/economy     (Annual average) 1994 1995 1996 1997 1998 1999

Azerbaijan .. ..  175a  36a  64a  137  336
Georgia .. .. .. .. .. .. ..
Kazakhstan .. - - -  1  8  4
Kyrgyzstan .. .. .. -a  1a -  1a

Tajikistan .. .. .. .. .. - ..
Turkmenistan .. .. .. .. .. .. ..
Uzbekistan .. .. .. .. .. .. ..

   South, East and South-East Asia   South, East and South-East Asia   South, East and South-East Asia   South, East and South-East Asia   South, East and South-East Asia14 67114 67114 67114 67114 671 36 70836 70836 70836 70836 708 43 44243 44243 44243 44243 442 49 47949 47949 47949 47949 479 47 70347 70347 70347 70347 703 27 00027 00027 00027 00027 000 35 71635 71635 71635 71635 716

Afghanistan .. .. .. .. .. .. ..
Bangladesh - - - 65a  28a  3  3  5a

Brunei Darussalam  17b -a  20a  40a  10a  10a  20a

Cambodia  2e .. .. .. .. .. ..
China 1 962 2 000 2 000 2 114 2 563 2 634 2 500a

Hong Kong, China 6 086a 21 437a 25 000a 26 531a 24 407a 16 973 19 895
India  7  83  117  239  113  48  167
Indonesia  78  609  603  600  178  44  72
Korea, Democratic
People’s Republic .. .. .. .. .. .. ..
Korea, Republic of  966 2 300 3 072 4 249 3 230 3 893 2 548
Lao People’s Democratic
   Republic .. .. -a .. .. -a ..
Macau, China .. .. .. .. .. .. ..
Malaysia  326 2 329 2 488 3 768 2 626  785 1 640
Maldives -d -a -a - 1a - 3a -a ..
Mongolia .. .. 1a -a 2a -a 1a

Myanmar .. .. .. .. .. .. ..
Nepal .. .. -a 12a - 5a -a  3a

Pakistan  7 - -  7 - 25  5  1
Philippines  91  302  98  182  136  160  128
Singapore 1 171 4 577 6 281 6 935 8 859 -1 525 3 943
Sri Lanka  3  8  7 -a -a -a  5a

Taiwan Province of China 3 825 2 640 2 983 3 843 5 243 3 836 4 420
Thailand  132  422  835  932  367  134  368
Viet Nam .. .. .. .. .. .. ..

          The PThe PThe PThe PThe Pacificacificacificacificacific  23 23 23 23 23  12 12 12 12 12  16 16 16 16 16  29 29 29 29 29  22 22 22 22 22  49 49 49 49 49  30 30 30 30 30

Fiji  15 - - 3  10  30  31  25a

Kiribati .. - .. .. .. .. ..
New Caledonia .. .. .. .. .. .. ..
Papua New Guinea  5h .. .. .. .. .. ..
Vanuatu .. .. .. .. .. .. ..
Samoa  5d  3a  3a  4a  4a  3a  5a

Solomon Islands - 3d  9a  16a  15a - 12a  14a ..
Tonga - .. .. .. .. .. ..

 Central and Eastern Eur Central and Eastern Eur Central and Eastern Eur Central and Eastern Eur Central and Eastern Europeopeopeopeope  267 267 267 267 267  291 291 291 291 291  456 456 456 456 456 1 0511 0511 0511 0511 051 3 4173 4173 4173 4173 417 2 1932 1932 1932 1932 193 2 5262 5262 5262 5262 526

Albania  14k  9  12  10a  10a  1a ..
Belarus - 8e  5a  13a  4a  2  2 -
Bulgaria  8k .. - 8 - 29 - 2 -  5
Czech Republic  56k  120  37  153  25  175  197
Czechoslovakia (former)  12m .. .. .. .. .. ..
Estonia  4k  2  2  40  137  6  74
Hungary  13b  49  43 - 3  431  481  249
Latvia - 1k - 65 - 65  3  6  54 -
Lithuania .. ..  1 -  27  4  9
Moldova, Republic of ..  18 - - - - -
Poland  8b  29  42  53  45  316  200a

/...
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.2.le B.2.le B.2.le B.2.le B.2.   FDI outflo   FDI outflo   FDI outflo   FDI outflo   FDI outflows,ws,ws,ws,ws, b b b b by home region and economy home region and economy home region and economy home region and economy home region and economyyyyy,,,,, 1988-1999 (conc 1988-1999 (conc 1988-1999 (conc 1988-1999 (conc 1988-1999 (concluded)luded)luded)luded)luded)

(Millions of dollars)

 1988-1993
 Home region/economy     (Annual average) 1994 1995 1996 1997 1998 1999

Romania  9d  1  3  2 - -  12
Russian Federation  142e  101  358  771 2 597 1 011 2 144
Slovakia  12k  14  8  52  95  146 - 372
Ukraine ..  8  10 - 5  42 - 4  7

Memorandum:

Least deLeast deLeast deLeast deLeast developed countries:veloped countries:veloped countries:veloped countries:veloped countries:     nnnnn

          TTTTTotalotalotalotalotal  113 113 113 113 113  111 111 111 111 111 - 335- 335- 335- 335- 335 - 298- 298- 298- 298- 298 1 0471 0471 0471 0471 047  111 111 111 111 111  386 386 386 386 386
Africa  116  99 - 290 - 357 1 060  91  373
Latin America and
  the Caribbean - 7d -  1  1 - - -
Asia and the Pacific  2  12 - 46  58 - 13  21  13
Asia - - - 65  39 - 6  4  8
West Asia .. .. .. .. .. .. ..
South, East and South-East Asia - - - 65  39 - 6  4  8
The Pacific  2d  12  19  19 - 8  17  5

Oil-eOil-eOil-eOil-eOil-exporxporxporxporxporting countries:ting countries:ting countries:ting countries:ting countries:     ooooo

          TTTTTotalotalotalotalotal 2 3542 3542 3542 3542 354 3 3263 3263 3263 3263 326 1 9391 9391 9391 9391 939 7 3007 3007 3007 3007 300 4 0934 0934 0934 0934 093  724 724 724 724 724 4 1294 1294 1294 1294 129
Africa  678  243 - 15  88  315  383  367

North Africa - 25  60  101  96  300  326  271
Other Africa  703  183 - 116 - 8  15  56  97

 Latin America and the Caribbean  489 1 416 - 167  549 1 611 1 634 1 678
South America  310  358  95  510  502  270  612
Other Latin America and
   the Caribbean  179 1 058 - 262  39 1 109 1 364 1 066

  Asia 1 187 1 667 2 121 6 663 2 167 -1 292 2 084
    West Asia  775 -1 271 - 990 2 255 - 647 -2 132  350
   South, East and South-

East Asia  412 2 938 3 111 4 408 2 814  839 1 732

All developing countries
minus China 17 356 40 124 48 259 55 649 61 772 30 411 63 138

Asia and the Pacific 15 529 35 495 42 754 51 914 47 440 22 867 37 269

Africa including South Africa 1 404 1 764 2 673 1 001 3 968 2 379 2 049

Source: UNCTAD, FDI/TNC database.
a Estimates.  For details, see “definitions and sources” in annex B.
b Annual average from 1991 to 1993.
c Annual average from 1988 to 1991.
d Annual average from 1990 to 1993.
e 1993.
f Annual average from 1989 to 1993.
g Annual average from 1989 to 1992.
h Annual average from 1988 to 1990.
i Annual average from 1990 to 1992.
j 1988.
k Annual average from 1992 to 1993.
l Annual average from 1990 to 1991.
m Annual average from 1989 to 1991.
n Least developed countries include: Afghanistan, Angola, Bangladesh, Benin, Burkina Faso, Burundi, Cambodia, Cape

Verde, Central African Republic, Chad, Comoros, Democratic Repunlic of Congo, Djibouti, Equatorial Guinea, Ethiopia,
Gambia, Guinea, Guinea-Bissau, Haiti, Kiribati, Lao People’s Democratic Republic, Lesotho, Liberia, Madagascar, Malawi,
Maldives, Mali, Mauritania, Mozambique, Myanmar, Nepal, Niger, Rwanda, Samoa, Sierra Leone, Solomon Islands,
Somalia, Sudan, Togo, Uganda, United Republic of Tanzania, Vanuatu, Yemen and Zambia.  Not included are Bhutan,
Eritrea, Sao Tome and Principe and Tuvalu due to unavailability of data.

o Oil-expor ting countries include: Algeria, Angola, Bahrain, Brunei Darussalam, Cameroon, Congo, Ecuador, Egypt, Gabon,
Indonesia, Islamic Republic of Iran, Iraq, Kuwait, Libyan Arab Jamahiriya, Malaysia, Mexico, Nigeria, Oman, Qatar,
Saudi Arabia, Trinidad and Tobago, Tunisia, United Arab Emirates and Venezuela.
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.3.le B.3.le B.3.le B.3.le B.3.      FDI inwar FDI inwar FDI inwar FDI inwar FDI inward stocd stocd stocd stocd stock,k,k,k,k, b b b b by host region and economy host region and economy host region and economy host region and economy host region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995, 1995, 1995, 1995, 1995, 1998 and 1999  1998 and 1999  1998 and 1999  1998 and 1999  1998 and 1999 aaaaa

(Millions of dollars)

Host region/economHost region/economHost region/economHost region/economHost region/economyyyyy 19801980198019801980 19851985198519851985 19901990199019901990 19951995199519951995 19981998199819981998 19991999199919991999

WWWWWorldorldorldorldorld 495 200495 200495 200495 200495 200 763 357763 357763 357763 357763 357 1 761 1981 761 1981 761 1981 761 1981 761 198 2 743 3912 743 3912 743 3912 743 3912 743 391 4 015 2584 015 2584 015 2584 015 2584 015 258 4 771 9814 771 9814 771 9814 771 9814 771 981

DeDeDeDeDeveloped countriesveloped countriesveloped countriesveloped countriesveloped countries 373 960373 960373 960373 960373 960 545 243545 243545 243545 243545 243 1 380 8271 380 8271 380 8271 380 8271 380 827 1 967 5381 967 5381 967 5381 967 5381 967 538 2 690 1292 690 1292 690 1292 690 1292 690 129 3 230 8003 230 8003 230 8003 230 8003 230 800

          WWWWWestern Eurestern Eurestern Eurestern Eurestern Europeopeopeopeope 200 713200 713200 713200 713200 713 254 007254 007254 007254 007254 007 770 434770 434770 434770 434770 434 1 127 3371 127 3371 127 3371 127 3371 127 337 1 545 9831 545 9831 545 9831 545 9831 545 983 1 757 2081 757 2081 757 2081 757 2081 757 208

  Eur  Eur  Eur  Eur  European Unionopean Unionopean Unionopean Unionopean Union 185 669185 669185 669185 669185 669 236 441236 441236 441236 441236 441 723 455723 455723 455723 455723 455 1 050 2701 050 2701 050 2701 050 2701 050 270 1 451 1591 451 1591 451 1591 451 1591 451 159 1 652 3221 652 3221 652 3221 652 3221 652 322

Austria 3 163 3 762 9 884 17 532 24 006 23 363
Belgium and Luxembourg 7 306 18 447 58 388 116 570 165 322 181 184 b

Denmark 4 193 3 613 9 192 23 801 30 377 37 830 b

Finland  540 1 339 5 132 8 465 16 455 16 540
France 22 862 c 33 636 c 86 508 143 673 168 496 181 974
Germany 36 630 36 926 111 232 165 914 198 773 225 595 b

Greece 4 524 8 309 14 016 d 19 306 d 22 048 d 22 948 d

Ireland 3 749 4 649 5 502 e 11 706 e 25 647 e 43 969 e

Italy 8 892 18 976 57 985 63 456 103 094 107 995 b

Netherlands 19 167 24 952 73 564 124 506 181 449 215 234 b

Portugal 2 863 f 3 796 f 9 769 f 17 579 22 446 20 513
Spain 5 141 8 939 65 916 106 900 118 921 112 582
Sweden 3 626 5 071 12 461 31 089 50 986 68 035
United Kingdom 63 014 64 028 203 905 199 772 323 138 394 560

    Other     Other     Other     Other     Other WWWWWestern Eurestern Eurestern Eurestern Eurestern Europeopeopeopeope 15 04315 04315 04315 04315 043 17 56617 56617 56617 56617 566 46 97946 97946 97946 97946 979 77 06777 06777 06777 06777 067 94 82594 82594 82594 82594 825 104 886104 886104 886104 886104 886

Gibraltar ..  32 g  197 g  363 g  366 g  374 g

Iceland .. h, i  64 i  147  129  466  529
Norway 6 577 j 7 412 j 12 391 19 513 24 308 k 30 885 k

Switzerland 8 506 10 058 34 245 57 063 69 685 73 099 b

   Nor   Nor   Nor   Nor   North Americath Americath Americath Americath America 137 195137 195137 195137 195137 195 249 249249 249249 249249 249249 249 507 783507 783507 783507 783507 783 658 734658 734658 734658 734658 734 954 990954 990954 990954 990954 990 1 253 5551 253 5551 253 5551 253 5551 253 555

Canada 54 149 64 634 112 872 123 181 143 234 166 266
United States 83 046 184 615 394 911 535 553 811 756 1087 289 b

   Other de   Other de   Other de   Other de   Other developed countriesveloped countriesveloped countriesveloped countriesveloped countries 36 05336 05336 05336 05336 053 41 98741 98741 98741 98741 987 102 609102 609102 609102 609102 609 181 467181 467181 467181 467181 467 189 156189 156189 156189 156189 156 220 037220 037220 037220 037220 037

Australia 13 173 25 049 73 611 102 114 102 420 118 600
Israel l  727 1 131 2 012 5 256 10 110 12 366
Japan 3 270 4 740 9 850 33 508 26 065 38 806 b

New Zealand 2 363 2 043 7 938 25 574 34 889 33 217
South Africa 16 519 9 024 9 198 15 016 15 672 17 048 b

DeDeDeDeDeveloping countriesveloping countriesveloping countriesveloping countriesveloping countries 121 240121 240121 240121 240121 240 218 114218 114218 114218 114218 114 377 380377 380377 380377 380377 380 739 499739 499739 499739 499739 499 1 240 9761 240 9761 240 9761 240 9761 240 976 1 438 4841 438 4841 438 4841 438 4841 438 484

  Africa  Africa  Africa  Africa  Africa 19 23519 23519 23519 23519 235 29 24029 24029 24029 24029 240 44 10444 10444 10444 10444 104 66 43066 43066 43066 43066 430 84 37284 37284 37284 37284 372 93 06693 06693 06693 06693 066

    Nor    Nor    Nor    Nor    North Africath Africath Africath Africath Africa 9 6089 6089 6089 6089 608 14 35314 35314 35314 35314 353 20 94120 94120 94120 94120 941 30 81830 81830 81830 81830 818 35 34135 34135 34135 34135 341 38 16238 16238 16238 16238 162

Algeria l 1 320 1 281 1 316 1 377 1 393 1 399
Egypt m 2 257 5 699 11 039 14 096 16 698 18 198
Libyan Arab Jamahiriya .. ..  382 n  444 n  75 n .. h,n

Morocco l  189  440  917 3 034 4 800 5 647
Sudan l  8  57  29  28  497  868
Tunisia 5 835 o 6 876 o 7 259 11 839 11 878 12 075

   Other Africa   Other Africa   Other Africa   Other Africa   Other Africa 9 6279 6279 6279 6279 627 14 88714 88714 88714 88714 887 23 16323 16323 16323 16323 163 35 61235 61235 61235 61235 612 49 03149 03149 03149 03149 031 54 90454 90454 90454 90454 904

Angola l  61  675 1 024 2 922 4 628 6 442

/...
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.3.le B.3.le B.3.le B.3.le B.3.      FDI inwar FDI inwar FDI inwar FDI inwar FDI inward stocd stocd stocd stocd stock,k,k,k,k, b b b b by host region and economy host region and economy host region and economy host region and economy host region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995, 1995, 1995, 1995, 1995, 1998 and 1999  1998 and 1999  1998 and 1999  1998 and 1999  1998 and 1999 aaaaa

(Millions of dollars)

Host region/economHost region/economHost region/economHost region/economHost region/economyyyyy 19801980198019801980 19851985198519851985 19901990199019901990 19951995199519951995 19981998199819981998 19991999199919991999

Benin l  32  34  159  381  467  498
Botswana  698 p  947 p 1 309 p 1 126 1 298 1 359
Burkina Faso l  18  24  39  74  113  123
Burundi l  7  23  29  33  35  35
Cameroon l  330 1 125 1 044 1 062 1 192 1 232
Cape Verde .. ..  4 q  38 q  87 q  102 q

Central African Republic l  50  77  95  76  92  105
Chad l  123  187  243  305  354  369
Comoros .. ..  15 r  17 r  23 r  25 r

Congo s  309  479  564  585  606  611
Congo, Democratic Republic of m  330  242  171  176  180  181
Côte d’Ivoire l  525  707  973 1 621 2 687 2 966
Djibouti t  3  3  6  14  30  35
Equatorial Guinea ..  6 g  25 g  239 g  659 g  779 g

Ethiopia l  110  114  120  178  438  528
Gabon l  512  833 1 208  954 1 620 1 820
Gambia l  22  21  35  79  118  133
Ghana l  229  272  315  822 1 081 1 196
Guinea t  2  2  70  132  191  211
Guinea-Bissau m -  4  8  17  29  32
Kenya l  344  434  626  689  784  826
Lesotho u  4  19  149 1 337 2 154 2 290
Liberia u  72  464 1 657 1 719 1 767 1 777
Madagascar l  37  48  104  169  209  268
Malawi l  100  137  185  250  386  446
Mali s  13  34  39  163  321  361
Mauritania l .. h  33  51  86  94  96
Mauritius l  20  37  163  251  355  404
Mozambique l  15  17  42  201  551  935
Namibia 1 935 c 1 951 c 2 047 1 708 1 440 1 520
Niger l  188  203  284  361  415  430
Nigeria l 2 405 4 417 8 072 14 065 18 249 19 649
Rwanda l  54  133  213  228  240  245
Senegal l  150  191  277  393  647  707
Seychelles v  37  87  187  304  443  503
Sierra Leone l  77  66 .. h .. h -  2
Somalia l  29  4 .. h .. h .. h .. h

Swaziland  243 w  104  336  539  480  476
Togo l  176  210  268  307  399  434
Uganda l  9  7  4  275  780  960
United Republic of Tanzania l  47  91  93  325  804  987
Zambia s  322  416  979 1 247 1 769 1 932
Zimbabwe x  4  5 .. h  160  820  879

 Latin America and Latin America and Latin America and Latin America and Latin America and
   the Caribbean   the Caribbean   the Caribbean   the Caribbean   the Caribbean 44 09544 09544 09544 09544 095 62 91862 91862 91862 91862 918 118 300118 300118 300118 300118 300 204 932204 932204 932204 932204 932 404 621404 621404 621404 621404 621 485 604485 604485 604485 604485 604

   South America   South America   South America   South America   South America 29 67229 67229 67229 67229 672 42 47442 47442 47442 47442 474 68 65068 65068 65068 65068 650 114 602114 602114 602114 602114 602 268 593268 593268 593268 593268 593 331 143331 143331 143331 143331 143

Argentina 5 344 6 563 9 085 y 27 828 47 114 62 289
Bolivia  420  592 1 026 1 564 3 827 4 843
Brazil 17 480 25 664 37 143 42 530 132 734 164 105
Chile  886 2 321 10 067 15 547 30 038 z 39 258 z

Colombia 1 464 2 654 4 904 8 563 18 125 19 521 b

Ecuador  719  982 1 626 3 434 aa 5 452 aa 6 088 aa

Guyana l .. h .. h .. h  350  542  591
Paraguay l  218  298  402  973 1 911 2 217
Peru  898 1 152 1 302 5 541 7 998 8 573
Suriname .. .. .. .. .. ..

/...
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.3.le B.3.le B.3.le B.3.le B.3.      FDI inwar FDI inwar FDI inwar FDI inwar FDI inward stocd stocd stocd stocd stock,k,k,k,k, b b b b by host region and economy host region and economy host region and economy host region and economy host region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995, 1995, 1995, 1995, 1995, 1998 and 1999  1998 and 1999  1998 and 1999  1998 and 1999  1998 and 1999 aaaaa

(Millions of dollars)

Host region/economHost region/economHost region/economHost region/economHost region/economyyyyy 19801980198019801980 19851985198519851985 19901990199019901990 19951995199519951995 19981998199819981998 19991999199919991999

Uruguay ab  700  748  882 1 296 1 723 1 923
Venezuela 1 604 1 548 2 260 6 975 19 129 21 736

  Other Latin America and  Other Latin America and  Other Latin America and  Other Latin America and  Other Latin America and
    the Caribbean    the Caribbean    the Caribbean    the Caribbean    the Caribbean 14 42314 42314 42314 42314 423 20 44420 44420 44420 44420 444 49 65049 65049 65049 65049 650 90 33090 33090 33090 33090 330 136 028136 028136 028136 028136 028 154 460154 460154 460154 460154 460

Antigua and Barbuda ab  23  94  292  437  506  518
Aruba .. ..  131 ac  202 ac  566 ac  961 ac

Bahamas t  298  294  336  493  938 1 082
Barbados l  102  124  169  225  269  284
Belize l  12  10  72  147  193  196
Bermuda l 5 132 8 052 13 849 24 705 30 905 31 088
Cayman Islands ad  223 1 479 1 749 3 320 9 230 11 030
Costa Rica  672  957 1 447 2 733 aa 4 201 aa 4 651 aa

Cuba v - -  3  45  100  115
Dominica ..  6 g  66 g  192 g  240 g  252 g

Dominican Republic  239  265  572 1 707 aa 2 924 aa 4 276 aa

El Salvador  154  181  212  293 1 172 z 1 403 z

Grenada ab  1  13  70  167  273  316
Guatemala l  701 1 050 1 734 2 209 3 043 3 190
Haiti l  79  112  149  163  182  212
Honduras l  92  172  383  620  937 1 167
Jamaica l  501  458  727 1 505 2 261 2 781
Mexico 2 090 ae 1 984 ae 22 424 41 130 60 783 72 016 b

Netherlands Antilles af  569  56  206  322  587  657
Nicaragua l  109  109  114  353  807 1 107
Panama 2 353 f 3 034 f 2 090 f 3 171 f 6 064 6 086 b

Saint Kitts and Nevis u  1  32  160  244  332  409
Saint Lucia v  93  197  315  510  658  745
Saint Vincent and the Grenadines x  1  9  48  181  307  331
Trinidad and Tobago  976 1 719 2 093 3 634 aa 5 721 aa 6 354 aa

Virgin Islands v  2  40  240 1 622 2 832 3 232

  De  De  De  De  Developing Eurveloping Eurveloping Eurveloping Eurveloping Europeopeopeopeope  156 156 156 156 156  286 286 286 286 286 1 1311 1311 1311 1311 131 3 2463 2463 2463 2463 246 7 5557 5557 5557 5557 555 9 7739 7739 7739 7739 773

Bosnia and Herzegovina .. .. .. .. .. ..
Croatia .. .. ..  482 f 2 733 4 028
Malta l  156  286  465  972 1 736 2 547
Slovenia .. ..  666 ag 1 759 2 907 2 997 b

TFYR Macedonia .. .. ..  33 ah  179 ah  200 ah

  Asia  Asia  Asia  Asia  Asia 56 58756 58756 58756 58756 587 124 500124 500124 500124 500124 500 211 632211 632211 632211 632211 632 461 988461 988461 988461 988461 988 741 311741 311741 311741 311741 311 846 677846 677846 677846 677846 677

                    WWWWWest Asiaest Asiaest Asiaest Asiaest Asia .......... hhhhh 27 65427 65427 65427 65427 654 30 19930 19930 19930 19930 199 40 47140 47140 47140 47140 471 54 08554 08554 08554 08554 085 60 79660 79660 79660 79660 796

Bahrain  65 c  399 c  552 2 403 4 962 5 262 b

Cyprus l  460  789 1 146 1 478 1 652 1 717
Iran, Islamic Republic m 1 893 1 711  970  792  895  980
Iraq .. .. .. .. .. ..
Jordan af  155  493  615  627 1 313 1 464
Kuwait l  30  33  32  52  479  551
Lebanon s  20  34  53  105  535  785
Oman m  538 1 257 1 778 2 282 2 517 2 587
Qatar l  83  77  55  435  595  645
Saudi Arabia l .. h 21 828 22 501 22 423 28 627 33 427
Syrian Arab Republic ..  37 ai  374 ai  963 ai 1 212 ai 1 287 ai

Turkey  107  360 1 320 5 103 aa 7 570 aa 8 353 aa

United Arab Emirates l  409  482  751 1 769 2 099 2 259

/...
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.3.le B.3.le B.3.le B.3.le B.3.      FDI inwar FDI inwar FDI inwar FDI inwar FDI inward stocd stocd stocd stocd stock,k,k,k,k, b b b b by host region and economy host region and economy host region and economy host region and economy host region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995, 1995, 1995, 1995, 1995, 1998 and 1999  1998 and 1999  1998 and 1999  1998 and 1999  1998 and 1999 aaaaa

(Millions of dollars)

Host region/economHost region/economHost region/economHost region/economHost region/economyyyyy 19801980198019801980 19851985198519851985 19901990199019901990 19951995199519951995 19981998199819981998 19991999199919991999

Yemen s  68  155  53 2 039 1 631 1 481

  Central Asia  Central Asia  Central Asia  Central Asia  Central Asia .......... .......... .......... 3 9573 9573 9573 9573 957 13 37913 37913 37913 37913 379 16 34016 34016 34016 34016 340

Armenia .. .. ..  34  324  441
Azerbaijan .. .. ..  352 ah 3 117 ah 3 808 ah

Georgia .. .. ..  32  210  306 b

Kazakhstan .. .. .. 2 915 7 929 9 728
Kyrgyzstan .. .. ..  144  383  419 b

Tajikistan .. .. ..  25 ah  75 ah  104 ah

Turkmenistan .. .. ..  200 ah  546 ah  626 ah

Uzbekistan .. .. ..  255 aj  795 aj  908 aj

  South, East and  South, East and  South, East and  South, East and  South, East and
   South-East Asia   South-East Asia   South-East Asia   South-East Asia   South-East Asia 58 84358 84358 84358 84358 843 96 84696 84696 84696 84696 846 181 434181 434181 434181 434181 434 417 559417 559417 559417 559417 559 673 847673 847673 847673 847673 847 769 541769 541769 541769 541769 541

Afghanistan l  11  12  12  12  13  13
Bangladesh  63  112  147 ak  180 ak  642 ak  792 ak

Brunei Darussalam l  19  33  30  68  88  93
Cambodia .. ..  191 al  498  681  605
China 6 252 am 10 500 am 24 763 am 137 436 am 265 603 k 306 003 k

Hong Kong, China 22 929 p 28 393 p 46 826 p 70 951 109 334 k 132 402 k

India 1 177 1 075 1 593 ak 5 610 ak 14 248 ak 16 416 ak

Indonesia 10 274 24 971 38 883 50 601 68 458 65 188
Korea, Democratic
  People’s Republic .. ..  572 r  641 r  642 r  642 r

   Korea, Republic of 1 140 2 160 5 186 9 443 19 043 27 984
Lao People’s Democratic
  Republic l  2  2  14  212  472  551
Macau, China af  2  10  11  18  27  28
Malaysia 5 169 7 388 10 318 28 732 an 45 241 an 48 773 an

Maldives t  5  3  25  61  93  103
Mongolia .. .. ..  26 aj  86 aj  116 aj

Myanmar af  5  5  173 1 090 2 103 2 403
Nepal ad  1  2  12  39  93  225
Pakistan  688 1 079 1 928 5 552 9 247 9 778
Philippines 1 281 2 601 3 268 6 086 9 305 11 199
Singapore 6 203 13 016 28 564 59 582 72 416 k 79 401 k

Sri Lanka  231  517  681 ak 1 297 ak 2 071 ak 2 273 ak

Taiwan Province of China 2 405 2 930 9 735 ak 15 736 ak 20 070 ak 22 996 ak

Thailand  981 1 999 8 209 17 452 20 461 k 26 539 k

Viet Nam l  7  38  294 6 238 13 410 15 019

     The PThe PThe PThe PThe Pacificacificacificacificacific 1 1671 1671 1671 1671 167 1 1701 1701 1701 1701 170 2 2132 2132 2132 2132 213 2 9032 9032 9032 9032 903 3 1173 1173 1173 1173 117 3 3653 3653 3653 3653 365

Fiji  358  393  402 d  739 d  832 d  862 d

Kiribati .. - - ap  1 ap  3 ap  4 ap

New Caledonia .. -  40 ai  91 ai  105 ai  108 ai

Papua New Guinea  748  683 1 582 1 667 1 614 k 1 784 k

Samoa ad - -  8  23  34  36
Solomon Islands m  28  32  69  125  174  189
Tonga .. - aq - aq  9 aq  16 aq  18 aq

Vanuatu t  33  62  110  249  339  364

Central and Eastern EurCentral and Eastern EurCentral and Eastern EurCentral and Eastern EurCentral and Eastern Europeopeopeopeope ----- ----- 2 9912 9912 9912 9912 991 36 35536 35536 35536 35536 355 84 15384 15384 15384 15384 153 102 697102 697102 697102 697102 697

Albania .. .. ..  201 aj  384 aj  425 aj

Belarus .. .. ..  50 aj  472 aj  697 aj

Bulgaria .. ..  4 ac  337 ac 1 488 ac 2 258 ac

/...
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.3.le B.3.le B.3.le B.3.le B.3.      FDI inwar FDI inwar FDI inwar FDI inwar FDI inward stocd stocd stocd stocd stock,k,k,k,k, b b b b by host region and economy host region and economy host region and economy host region and economy host region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995, 1995, 1995, 1995, 1995, 1998 and 1999  1998 and 1999  1998 and 1999  1998 and 1999  1998 and 1999 aaaaa

(Millions of dollars)

Host region/economHost region/economHost region/economHost region/economHost region/economyyyyy 19801980198019801980 19851985198519851985 19901990199019901990 19951995199519951995 19981998199819981998 19991999199919991999

Czech Republic .. .. 1 360 ar 7 352 14 375 16 246
Estonia .. .. ..  731 f 1 822 2 441
Hungary .. ..  569 10 007 15 862 19 095
Latvia .. .. ..  616 1 558 1 885
Lithuania .. ..  97 ag  352 1 625 2 063
Moldova, Republic of .. .. ..  94  275  335
Poland .. ..  109 7 843 22 479 29 979
Romania .. ..  766 1 150 4 335 5 441
Russian Federation .. .. .. 5 465 14 166 16 541
Slovakia .. ..  87 ar 1 248 2 502 2 044
Ukraine .. .. ..  910 2 811 3 248

Memorandum:

Least deLeast deLeast deLeast deLeast developed countries:veloped countries:veloped countries:veloped countries:veloped countries:     asasasasas

TTTTTotalotalotalotalotal 2 1892 1892 1892 1892 189 3 8513 8513 8513 8513 851 7 0927 0927 0927 0927 092 16 05416 05416 05416 05416 054 24 28624 28624 28624 28624 286 28 60228 60228 60228 60228 602
Africa 1 894 3 354 6 129 11 362 17 827 21 625
Latin America and
  the Caribbean  79  112  149  163  182  212
Asia and the Pacific  216  386  814 4 528 6 277 6 765
Asia  155  292  627 4 131 5 728 6 172
West Asia  68  155  53 2 039 1 631 1 481
South, East and South-East Asia  88  137  574 2 092 4 097 4 692
The Pacific  61  94  187  398  549  593

Oil-eOil-eOil-eOil-eOil-exporxporxporxporxporting countries:ting countries:ting countries:ting countries:ting countries:     atatatatat

TTTTTotalotalotalotalotal 31 55631 55631 55631 55631 556 86 96986 96986 96986 96986 969 156 810156 810156 810156 810156 810 246 429246 429246 429246 429246 429 343 306343 306343 306343 306343 306 377 905377 905377 905377 905377 905
 Africa 13 028 21 386 31 908 47 343 56 339 61 401

North Africa 9 411 13 856 19 996 27 756 30 044 31 647
Other Africa 3 617 7 529 11 912 19 587 26 295 29 753

 Latin America and the Caribbean 6 133 7 405 49 033 89 528 133 008 156 741
South America 2 743 3 121 4 912 11 973 28 408 32 667

  Other Latin America and
the Caribbean 3 066 3 703 24 517 44 764 66 504 78 370

Asia 12 395 58 178 75 869 109 557 153 959 159 763
   West Asia .. h 25 786 26 638 30 157 40 172 45 709

South, East and South-
      East Asia 15 461 32 392 49 231 79 400 113 786 114 053

All developing countries
minus China 114 988 207 614 352 617 602 063 975 373 1 132 481

Asia and the Pacific 57 754 125 670 213 845 464 890 744 428 850 042

Africa including South Afr ica 35 754 38 263 53 302 81 446 100 044 110 114

Source: UNCTAD, FDI/TNC database.

a For the countries for which the stock data are estimated by either cumulating FDI flows or adding flows to FDI stock in
a par ticular year, notes are given belows.

b Estimated by adding flows to the stock of 1998.
c Stock data prior to 1989 are estimated by subtracting flows.
d Estimated by adding flows to the stock of 1989.
e Estimated by adding flows to the stock of 1986.
f Stock data prior to 1996 are estimated by subtracting flows.
g Estimated by accumulating flows since 1982.
h Negative accumulation of flows.  However, this value is included in the regional and global total.
i Stock data prior to 1988 are estimated by subtracting flows.
j Stock data prior to 1987 are estimated by subtracting flows.
k Estimated by adding flows to the stock of 1997.
l Estimated by accumulating flows since 1970.
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m Estimated by accumulating flows since 1975.
n Estimated by accumulating flows since 1988.
o Stock data prior to 1990 are estimated by subtracting flows.
p Stock data prior to 1994 are estimated by subtracting flows.
q Estimated by accumulating flows since 1986.
r Estimated by accumulating flows since 1987.
s Estimated by accumulating flows since 1971.
t Estimated by accumulating flows since 1973.
u Estimated by accumulating flows since 1980.
v Estimated by accumulating flows since 1976.
w Stock data prior to 1981 are estimated by subtracting flows.
x Estimated by accumulating flows since 1978.
y 1990 stock is estimated by subtracting the flow of 1991.
z Estimated by adding flows to the stock of 1995.
aa Estimated by adding flows to the stock of 1990.
ab Estimated by accumulating flows since 1977.
ac Estimated by accumulating flows since 1990.
ad Estimated by accumulating flows since 1974.
ae Stocks up to 1989 are estimated by accumulating flows since 1970.
af  Estimated by accumulating flows since 1972.
ag Stock data prior to 1993 are estimated by subtracting flows.
ah Estimated by accumulating flows since 1994.
ai Estimated by accumulating flows since 1985.
aj Estimated by accumulating flows since 1992.
ak Estimated by adding flows to the stock of 1988.
al Stock data prior to 1995 are estimated by subtracting flows.
am Stock data prior to 1997 are estimated by subtracting flows.
an Estimated by adding flows to the stock of 1994.
ap Estimated by accumulating flows since 1983.
aq Estimated by accumulating flows since 1984.
ar Stock data prior to 1992 are estimated by subtracting flows.
as Least developed countries include: Afghanistan, Angola, Bangladesh, Benin, Burkina Faso, Burundi, Cambodia, Cape

Verde, Central African Republic, Chad, Comoros, Democratic Republic of Gongo, Djibouti, Equatorial Guinea, Ethiopia,
Gambia, Guinea, Guinea-Bissau, Haiti, Kiribati, Lao People’s Democratic Republic, Lesotho, Liberia, Madagascar, Malawi,
Maldives, Mali, Mauritania, Mozambique, Myanmar, Nepal, Niger, Rwanda, Western Samoa, Sierra Leone, Solomon
Islands, Somalia, Sudan, Togo, Uganda, United Republic of Tanzania, Vanuatu, Yemen and Zambia.  Not included are
Bhutan, Er itrea, Sao Tome and Principe and Tuvalu due to unavailability of data.

at Oil-expor ting countries include: Algeria, Angola, Bahrain, Brunei Darussalam, Cameroon, Congo, Ecuador, Egypt, Gabon,
Indonesia, Islamic Republic of Iran,Iraq, Kuwait, Libyan Arab Jamahiriya, Malaysia, Mexico, Nigeria, Oman, Qatar, Saudi
Arabia, Trinidad and Tobago, Tunisia, United Arab Emirates and Venezuela.

Note:  For data on FDI stock which are calculated as an accumulation of flows, price changes are not taken into account.
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.4.le B.4.le B.4.le B.4.le B.4.  FDI outwar  FDI outwar  FDI outwar  FDI outwar  FDI outward stocd stocd stocd stocd stock,k,k,k,k, b b b b by home region and economy home region and economy home region and economy home region and economy home region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995, 1995, 1995, 1995, 1995, 1998 and 1999 1998 and 1999 1998 and 1999 1998 and 1999 1998 and 1999 a a a a a

(Millions of dollars)

Home  region/economHome  region/economHome  region/economHome  region/economHome  region/economyyyyy 19801980198019801980 19851985198519851985 19901990199019901990 19951995199519951995 19981998199819981998 19991999199919991999

WWWWWorldorldorldorldorld 523 156523 156523 156523 156523 156 707 133707 133707 133707 133707 133 1 716 3641 716 3641 716 3641 716 3641 716 364 2 870 6242 870 6242 870 6242 870 6242 870 624 4 065 7984 065 7984 065 7984 065 7984 065 798 4 759 3334 759 3334 759 3334 759 3334 759 333

DeDeDeDeDeveloped countriesveloped countriesveloped countriesveloped countriesveloped countries 506 834506 834506 834506 834506 834 674 682674 682674 682674 682674 682 1 634 0991 634 0991 634 0991 634 0991 634 099 2 607 0952 607 0952 607 0952 607 0952 607 095 3 649 9513 649 9513 649 9513 649 9513 649 951 4 276 9614 276 9614 276 9614 276 9614 276 961

               WWWWWestern Eurestern Eurestern Eurestern Eurestern Europeopeopeopeope 234 717234 717234 717234 717234 717 318 903318 903318 903318 903318 903 866 450866 450866 450866 450866 450 1 468 4141 468 4141 468 4141 468 4141 468 414 2 135 3132 135 3132 135 3132 135 3132 135 313 2 574 9262 574 9262 574 9262 574 9262 574 926

 Eur Eur Eur Eur European Unionopean Unionopean Unionopean Unionopean Union 212 602212 602212 602212 602212 602 292 654292 654292 654292 654292 654 789 401789 401789 401789 401789 401 1 303 2411 303 2411 303 2411 303 2411 303 241 1 920 4311 920 4311 920 4311 920 4311 920 431 2 336 6312 336 6312 336 6312 336 6312 336 631

Austria  530 1 343 4 273 11 702 17 451 17 522
Belgium and Luxembourg 6 037 9 551 40 636 88 526 134 533 b 159 461 b

Denmark 2 065 1 801 7 342 24 703 33 821 42 035 c

Finland  737 1 829 11 227 14 993 29 407 31 803
France 23 599 d 37 072 d 110 119 184 388 227 815 298 012
Germany 43 127 59 909 151 581 268 419 370 311 420 908 c

Greece  853 e  853 e  853 e  865 e  803 b  783 b

Ireland ..  202 f 2 150 f 4 037 f 9 678 f 15 096 f

Italy 7 319 16 600 57 261 109 176 165 412 168 370 c

Netherlands 42 135 47 772 109 005 179 557 260 538 306 396 c

Portugal  116 g  187 g  504 g 3 712 g 9 221 9 605
Spain 1 931 4 455 15 652 35 155 69 178 97 553
Sweden 3 721 h 10 768 49 491 73 143 93 537 104 985
United Kingdom 80 434 100 313 229 307 304 865 498 724 664 103

  Other   Other   Other   Other   Other WWWWWestern Eurestern Eurestern Eurestern Eurestern Europeopeopeopeope 22 11522 11522 11522 11522 115 26 24926 24926 24926 24926 249 77 04977 04977 04977 04977 049 165 173165 173165 173165 173165 173 214 882214 882214 882214 882214 882 238 295238 295238 295238 295238 295

Gibraltar .. .. .. .. .. ..
Iceland  63 i  63 i  75  180  342  420
Norway  561 1 093 10 888 22 514 33 004 j 38 423 j

Switzerland 21 491 25 093 66 086 142 479 181 536 199 452 c

   Nor   Nor   Nor   Nor   North Americath Americath Americath Americath America 243 955243 955243 955243 955243 955 294 161294 161294 161294 161294 161 515 350515 350515 350515 350515 350 817 120817 120817 120817 120817 120 1 141 5011 141 5011 141 5011 141 5011 141 501 1 309 8131 309 8131 309 8131 309 8131 309 813

Canada 23 777 43 127 84 829 118 105 160 936 178 347
United States 220 178 251 034 430 521 699 015 980 565 1 131 466 c

   Other de   Other de   Other de   Other de   Other developed countriesveloped countriesveloped countriesveloped countriesveloped countries 28 16228 16228 16228 16228 162 61 61861 61861 61861 61861 618 252 299252 299252 299252 299252 299 321 561321 561321 561321 561321 561 373 137373 137373 137373 137373 137 392 222392 222392 222392 222392 222

Australia 2 260 6 653 31 411 48 237 62 152 55 266
Israel  179 k  661 k 1 169 3 937 6 171 6 873 c

Japan 19 610 43 970 201 440 238 452 270 038 292 781 c

New Zealand  392 1 371 3 269 7 630 5 775 7 187
South Africa 5 722 8 963 15 010 23 305 29 001 30 115 c

 De De De De Developing countriesveloping countriesveloping countriesveloping countriesveloping countries 16 32316 32316 32316 32316 323 32 42632 42632 42632 42632 426 81 90781 90781 90781 90781 907 258 265258 265258 265258 265258 265 403 920403 920403 920403 920403 920 468 744468 744468 744468 744468 744

  Africa  Africa  Africa  Africa  Africa  991 991 991 991 991 6 8146 8146 8146 8146 814 12 24912 24912 24912 24912 249 14 49914 49914 49914 49914 499 16 34016 34016 34016 34016 340 16 97416 97416 97416 97416 974

   Nor   Nor   Nor   Nor   North Africath Africath Africath Africath Africa  310 310 310 310 310  460 460 460 460 460  891 891 891 891 891  974 974 974 974 974 1 8641 8641 8641 8641 864 2 1812 1812 1812 1812 181

Algeria l  98  156  183  233  233  233
Egypt m  39  91  163  405  584  630
Libyan Arab Jamahiriya n  162  207  517  175  824 1 074
Morocco .. ..  14 o  131 o  190 o  208 o

Sudan .. .. .. .. .. ..
Tunisia  11 k  6 k  15  30  33  35

   Other Africa   Other Africa   Other Africa   Other Africa   Other Africa  680 680 680 680 680 6 3556 3556 3556 3556 355 11 35711 35711 35711 35711 357 13 52513 52513 52513 52513 525 14 47614 47614 47614 47614 476 14 79314 79314 79314 79314 793

Angola .. .. .. .. .. ..

/...
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.4.le B.4.le B.4.le B.4.le B.4.  FDI outwar  FDI outwar  FDI outwar  FDI outwar  FDI outward stocd stocd stocd stocd stock,k,k,k,k, b b b b by home region and economy home region and economy home region and economy home region and economy home region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995, 1995, 1995, 1995, 1995, 1998 and 1999 1998 and 1999 1998 and 1999 1998 and 1999 1998 and 1999aaaaa

(Millions of dollars)

Home region/economHome region/economHome region/economHome region/economHome region/economyyyyy 19801980198019801980 19851985198519851985 19901990199019901990 19951995199519951995 19981998199819981998 19991999199919991999

Benin p -  2 .. q .. q .. q .. q

Botswana  440 r  440 r  447  650  258  261
Burkina Faso s  3  3 .. q -  8  9
Burundi .. .. - t - t - t - t

Cameroon u  23  53  150  227  49  49
Cape Verde .. ..  1 t  4 t  5 t  5 t

Central African Republic v -  2  18  46  62  67
Chad w -  1  36  84  107  114
Comoros .. ..  1 o  7 o  7 o  7 o

Congo .. .. .. .. .. ..
Congo, Democratic Republic of .. .. .. .. .. ..
Côte d’Ivoire .. .. .. ..  103 x  130 x

Djibouti .. .. .. .. .. ..
Equatorial Guinea .. .. - t - t - t - t

Ethiopia .. .. ..  18 y  32 y  37 y

Gabon s  78  103  164  206  225  231
Gambia .. .. .. .. .. ..
Ghana .. .. .. ..  227 x  297 x

Guinea .. .. .. .. .. q, x .. q, x

Guinea-Bissau .. .. .. .. .. ..
Kenya v  18  60  99  112  156  186
Lesotho .. .. - z - z - z - z

Liberia aa  48  361  453  717 1 315 1 315
Madagascar .. .. .. .. .. ..
Malawi .. .. .. ..  8  11 c

Mali v  22  22  22  22  57  72
Mauritania .. ..  3 ab  3 ab  15 ab  15 ab

Mauritius .. ..  1 z  93 z  113 z  119 z

Mozambique .. .. .. .. .. ..
Namibia .. ..  80  20  38  39
Niger s  2  8  54  109  145  160
Nigeria p  5 5 193 9 653 10 957 11 164 11 256
Rwanda .. .. .. .. .. ..
Senegal n  7  43  49  96  107  112
Seychelles ac  14  44  61  94  120  129
Sierra Leone .. .. .. .. .. ..
Somalia .. .. .. .. .. ..
Swaziland  19  9  38  136  94  80
Togo ad  2  2  7  35  75  90
Uganda .. .. .. .. .. ..
United Republic of Tanzania .. .. .. .. .. ..
Zambia .. .. .. .. .. ..
Zimbabwe ..  10 ae  88 ae  137 ae  225 ae  234 ae

  Latin America and  Latin America and  Latin America and  Latin America and  Latin America and
  the Caribbean  the Caribbean  the Caribbean  the Caribbean  the Caribbean 9 0259 0259 0259 0259 025 13 82713 82713 82713 82713 827 20 37820 37820 37820 37820 378 48 16548 16548 16548 16548 165 77 37277 37277 37277 37277 372 104 580104 580104 580104 580104 580

   South America   South America   South America   South America   South America 7 0327 0327 0327 0327 032 8 1248 1248 1248 1248 124 11 51211 51211 51211 51211 512 24 80424 80424 80424 80424 804 45 76145 76145 76145 76145 761 53 97453 97453 97453 97453 974

Argentina 6 128 af 6 079 af 6 105 af 10 696 18 184 19 277
Bolivia - ag  1 ag  9  18  25  27
Brazil  652 1 361 2 397 5 941 ah 10 730 ah 12 131 ah

Chile  42  102  178 2 810 ai 8 660 ai 13 515 ai

Colombia  136  301  402 1 028 2 381 2 397 c

Ecuador .. .. .. .. .. ..
Guyana .. .. ..  2 y  1 y  1 y

Paraguay ac  32  45  78  238  300  320
Peru  3  38  63  133  239  459 c

Suriname .. .. .. .. .. ..

/...
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.4.le B.4.le B.4.le B.4.le B.4.  FDI outwar  FDI outwar  FDI outwar  FDI outwar  FDI outward stocd stocd stocd stocd stock,k,k,k,k, b b b b by home region and economy home region and economy home region and economy home region and economy home region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995, 1995, 1995, 1995, 1995, 1998 and 1999 1998 and 1999 1998 and 1999 1998 and 1999 1998 and 1999 a a a a a

(Millions of dollars)

Home region/economHome region/economHome region/economHome region/economHome region/economyyyyy 19801980198019801980 19851985198519851985 19901990199019901990 19951995199519951995 19981998199819981998 19991999199919991999

Uruguay  16 aj  32  42 ak  21 ak  50 ak  60 ak

Venezuela  23  165 2 239 3 918 5 191 5 787

   Other Latin America and   Other Latin America and   Other Latin America and   Other Latin America and   Other Latin America and
    the Caribbean    the Caribbean    the Caribbean    the Caribbean    the Caribbean 1 9931 9931 9931 9931 993 5 7035 7035 7035 7035 703 8 8668 8668 8668 8668 866 23 36223 36223 36223 36223 362 31 61131 61131 61131 61131 611 50 60650 60650 60650 60650 606

Antigua and Barbuda .. .. .. .. .. ..
Aruba .. .. ..  10 y  10 y  4 y

Bahamas al  285  154 1 535 1 184 1 185 1 185
Barbados l  5  12  23  32  38  40
Belize .. .. ..  10 am  24 am  29 am

Bermuda al  724 2 002 1 550 2 321 3 918 19 017
Cayman Islands an  10  740  868 1 940 4 240 4 340
Costa Rica w  7  27  44  67  87  94
Cuba .. .. .. .. .. ..
Dominica .. .. .. ..  3 ao  5 ao

Dominican Republic .. .. ..  38 y  53 y  59 y

El Salvador .. .. .. ..  2 x  5 x

Grenada .. .. .. .. .. ..
Guatemala .. .. .. .. .. ..
Haiti .. .. .. .. .. ..
Honduras .. .. .. .. .. ..
Jamaica l  5  5  42  308  540  635
Mexico  136 ap  533 ap  575 ap 4 132 5 825 6 625 c

Netherlands Antilles ac  9  10  21  23 .. q .. q

Nicaragua .. .. .. .. .. ..
Panama al  811 2 204 4 188 4 573 6 964 7 943
Saint Kitts and Nevis .. .. .. .. .. ..
Saint Lucia .. .. .. .. .. ..
Saint Vincent and
  the Grenadines .. .. .. .. .. ..
Trinidad and Tobago ..  15 ae  20 ae  21 ae  24 ae  290 ae

Virgin Islands .. .. .. 8 704 y 12 957 y 14 457 y

  De  De  De  De  Developing Eurveloping Eurveloping Eurveloping Eurveloping Europeopeopeopeope ----- -----  258 258 258 258 258 1 2251 2251 2251 2251 225 1 6421 6421 6421 6421 642 1 7491 7491 7491 7491 749

 Bosnia and Herzegovina .. .. ..  13 y  41 y  41 y

Croatia .. .. ..  703  992 1 024
Malta .. .. ..  5 aq  43 aq  73 aq

Slovenia .. ..  258 ar  504  563  607
TFYR Maeedonia .. .. .. ..  3 x  4 x

  Asia  Asia  Asia  Asia  Asia 6 2946 2946 2946 2946 294 11 74711 74711 74711 74711 747 48 92948 92948 92948 92948 929 194 237194 237194 237194 237194 237 308 357308 357308 357308 357308 357 345 206345 206345 206345 206345 206

                    WWWWWest Asiaest Asiaest Asiaest Asiaest Asia 1 5481 5481 5481 5481 548 2 2312 2312 2312 2312 231 6 4066 4066 4066 4066 406 6 0786 0786 0786 0786 078 3 7553 7553 7553 7553 755 4 9254 9254 9254 9254 925

Bahrain  628 as  657 as  719 1 044 1 577 1 777 c

Cyprus .. - at  8 at  122 at  299 at  457 at

Iran, Islamic Republic .. .. ..  77 au  154 au  184 au

Iraq .. .. .. .. .. ..
Jordan n  117  120  110  17 .. q .. q

Kuwait v  568  930 3 662 2 798 1 702 1 925
Lebanon al  1  40 .. q .. q .. q .. q

Oman al  1  40  7  5  26  36
Qatar .. .. ..  30 aq  110 aq  140 aq

Saudi Arabia al  228  420 1 811 1 685 1 588 1 463
Syrian Arab Republic .. .. .. ..  6 x  8 x

Turkey .. .. ..  268 am  996 am 1 641 am

/...
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.4.le B.4.le B.4.le B.4.le B.4.  FDI outwar  FDI outwar  FDI outwar  FDI outwar  FDI outward stocd stocd stocd stocd stock,k,k,k,k, b b b b by home region and economy home region and economy home region and economy home region and economy home region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995, 1995, 1995, 1995, 1995, 1998 and 1999 1998 and 1999 1998 and 1999 1998 and 1999 1998 and 1999 a a a a a

(Millions of dollars)

Home region/economHome region/economHome region/economHome region/economHome region/economyyyyy 19801980198019801980 19851985198519851985 19901990199019901990 19951995199519951995 19981998199819981998 19991999199919991999

United Arab Emirates al  5  19  99  66  24  6
Yemen ..  4 av  5 av  5 av  5 av  5 av

   Central Asia   Central Asia   Central Asia   Central Asia   Central Asia ----- ----- ----- -----  159 159 159 159 159  513 513 513 513 513

Armenia .. .. .. ..  12 aw  25 aw

Azerbaijan .. .. .. ..  137 aw  473 aw

Georgia .. .. .. .. .. ..
Kazakhstan .. .. .. -  10  14
Kyrgyzstan .. .. .. .. - aw  2 aw

Tajikistan .. .. .. .. .. ..
Turkmenistan .. .. .. .. .. ..
Uzbekistan .. .. .. .. .. ..

South, East and South-South, East and South-South, East and South-South, East and South-South, East and South-
  East Asia  East Asia  East Asia  East Asia  East Asia 4 7464 7464 7464 7464 746 9 5179 5179 5179 5179 517 42 52242 52242 52242 52242 522 188 159188 159188 159188 159188 159 304 442304 442304 442304 442304 442 339 769339 769339 769339 769339 769

Afghanistan .. .. .. .. .. ..
Bangladesh .. .. - o .. o, q .. o, q .. o, q

Brunei Darussalam .. .. ..  71 am  131 am  151 am

Cambodia .. .. ..  2 y  2 y  2 y

China -  131 2 489 ax 15 802 ax 23 113 ax 25 613 ax

Hong Kong, China ay  148 2 345 13 242 85 156 153 067 172 962
India  235 az  250 az  281 az  494 ai  894 ai 1 061 ai

Indonesia ..  49 ap  25 ap 1 295 2 117 2 189
Korea, Democratic
   People’s Republic .. .. .. .. .. ..
Korea, Republic of  127  461 2 301 10 233 20 288 22 418
Lao People’s Democratic
   Republic .. .. .. .. .. ..
Macau, China .. .. .. .. .. ..
Malaysia  197 1 374 2 671 11 143 15 240 16 880 c

Maldives .. .. .. .. .. ..
Mongolia .. .. ..  1 aq  3 aq  4 aq

Myanmar .. .. .. .. .. ..
Nepal .. .. .. .. .. ..
Pakistan  40  129  250  403  467  468
Philippines  171  171  155 1 220 1 698 1 858
Singapore 3 718 4 387 7 808 35 050 47 371 51 314 c

Sri Lanka ..  1 at  8 at  37 at  36 at  41 at

Taiwan Province of China  97  204 12 888 ba 25 144 ba 38 066 ba 42 486 ba

Thailand  13  14  404 2 173 1 978 b 2 346 b

Viet Nam .. .. .. - au - au - au

          The PThe PThe PThe PThe Pacificacificacificacificacific  13 13 13 13 13  37 37 37 37 37  94 94 94 94 94  138 138 138 138 138  209 209 209 209 209  234 234 234 234 234

Fiji an  2  15  87  132  203  228
Kiribati .. .. .. - bb - bb - bb

New Caledonia .. .. .. .. .. .. -
Papua New Guinea  10  22  7 ax  7 ax  7 ax  7 ax

Samoa .. .. .. .. .. ..
Solomon Islands .. .. .. .. .. ..
Tonga .. .. .. - am - am - am

Vanuatu .. .. .. .. .. ..

Central and Eastern EurCentral and Eastern EurCentral and Eastern EurCentral and Eastern EurCentral and Eastern Europeopeopeopeope -----  25 25 25 25 25  358 358 358 358 358 5 2645 2645 2645 2645 264 11 92711 92711 92711 92711 927 13 62813 62813 62813 62813 628

Albania .. .. ..  48 au  69 au  69 au

Belarus .. .. .. ..  4 ao  5 ao

/...
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.4.le B.4.le B.4.le B.4.le B.4.  FDI outwar  FDI outwar  FDI outwar  FDI outwar  FDI outward stocd stocd stocd stocd stock,k,k,k,k, b b b b by home region and economy home region and economy home region and economy home region and economy home region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995, 1995, 1995, 1995, 1995, 1998 and 1999 1998 and 1999 1998 and 1999 1998 and 1999 1998 and 1999 a a a a a

(Millions of dollars)

Home region/economHome region/economHome region/economHome region/economHome region/economyyyyy 19801980198019801980 19851985198519851985 19901990199019901990 19951995199519951995 19981998199819981998 19991999199919991999

Bulgaria .. .. ..  34 bc  4  8 c

Czech Republic .. .. ..  345  804  908
Estonia .. .. ..  68 bd  198  272
Hungary .. ..  197  383 1 101 1 553
Latvia .. .. ..  231  281  281
Lithuania .. .. ..  1  16  26
Moldova, Republic of .. .. ..  18  19  20
Poland ..  25 k  95  539 1 165 1 365
Romania .. ..  66  121  122  133
Russian Federation .. .. .. 3 015 7 377 8 586
Slovakia .. .. ..  374  668  296 c

Ukraine .. .. ..  87  98  105

Memorandum:

Least deLeast deLeast deLeast deLeast developed countries:veloped countries:veloped countries:veloped countries:veloped countries:     bebebebebe

TTTTTotalotalotalotalotal  77 77 77 77 77  406 406 406 406 406  533 533 533 533 533  739 739 739 739 739 1 5741 5741 5741 5741 574 1 6531 6531 6531 6531 653
Africa  77  401  528  796 1 597 1 670
Latin America and the Caribbean .. .. .. .. .. ..
Asia and the Pacific -  4  5 .. q .. q .. q

Asia -  4  5 .. q .. q .. q

West Asia ..  4  5  5  5  5
South, East and South-East Asia - - - .. q .. q .. q

The Pacific - - - - - -

Oil-eOil-eOil-eOil-eOil-exporxporxporxporxporting countries:ting countries:ting countries:ting countries:ting countries:     bfbfbfbfbf

TTTTTotalotalotalotalotal 2 2032 2032 2032 2032 203 10 01110 01110 01110 01110 011 22 68222 68222 68222 68222 682 38 53738 53738 53738 53738 537 46 84646 84646 84646 84646 846 50 98950 98950 98950 98950 989
   Africa  416 5 808 10 844 12 234 13 113 13 509

North Africa  310  460  877  843 1 674 1 973
Other Africa  106 5 348 9 966 11 391 11 439 11 536

   Latin America and the Caribbean  160  714 2 843 8 088 11 064 12 729
South America  24  166 2 248 3 936 5 216 5 814
Other Latin America and
    the Caribbean  136  548  595 4 153 5 849 6 915

   Asia 1 628 3 489 8 995 18 214 22 669 24 751
    West Asia 1 431 2 066 6 299 5 705 5 181 5 531

South, East and South-
East Asia  197 1 423 2 696 12 509 17 488 19 220

All developing countries
minus China 16 323 32 295 79 418 242 463 380 808 443 131

Asia and the Pacific 6 307 11 785 49 022 194 376 308 566 345 441

Africa including South Africa 6 713 15 778 27 259 37 804 45 341 47 089

Source: UNCTAD, FDI/TNC database.

a For the countries for which the stock data are estimated by either cumulating FDI flows or adding flows to FDI stock in
a par ticular year, notes are given below.

b Estimated by adding flows to the stock of 1997.
c Estimated by adding flows to the stock of 1998.
d Stock data prior to 1987 are estimated by subtracting flows.
e Stock data prior to 1997 are estimated by subtracting flows.
f Estimated by accumulating flows since 1984.
g Stock data pr ior to 1991 are estimated by accumulating flows since 1972.  From 1991 to 1995 stocks were estimated by

subtracting flows to the stock of 1996.
h Stock data prior to 1982 are estimated by subtracting flows.
i    Stock data prior to 1988 are estimated by subtracting flows.
j Estimated by adding flows to the stock of 1996.
k Stock data prior to 1990 are estimated by subtracting flows.
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l Estimated by accumulating flows since 1970.
m Estimated by accumulating flows since 1977.
n Estimated by accumulating flows since 1972.
o Estimated by accumulating flows since 1990.
p Estimated by accumulating flows since 1979.
q Negative accumulation of flows.  However, this value is included in the regional and global total.
r Stock data prior to 1994 are estimated by subtracting flows.
s Estimated by accumulating flows since 1974.
t Estimated by accumulating flows since 1989.
u Estimated by accumulating flows since 1973.
v Estimated by accumulating flows since 1975.
w Estimated by accumulating flows since 1978.
x Estimated by accumulating flows since 1996.
y Estimated by accumulating flows since 1993.
z Estimated by accumulating flows since 1988.
aa Estimated by using the inward stock of the United States as a proxy and accumulating flows since 1994.
ab Estimated by accumulating flows since 1986.
ac Estimated by accumulating flows since 1976.
ad Estimated by accumulating flows since 1971.
ae Estimated by accumulating flows since 1983.
af Stock data prior to 1991 are estimated by subtracting flows.
ag Stock data up to 1985 are estimated by accumulating flows since 1980.
ah Estimated by adding flows to the stock of 1990.
ai Estimated by adding flows to the stock of 1992.
aj Stock data prior to 1983 are estimated by subtracting flows.
ak Estimated by adding flows to the stock of 1987.
al Estimated by using the inward stock of the United States as a proxy and accumulating flows since 1993.
am Estimated by accumulating flows since 1991.
an Estimated by accumulating flows since 1980.
ao Estimated by accumulating flows since 1997.
ap Estimated by using the inward stock of the United States as a proxy.
aq Estimated by accumulating flows since 1995.
ar Stock data prior to 1993 are estimated by subtracting flows.
as Stock data prior to 1989 are estimated by subtracting flows.
at Estimated by accumulating flows since 1985.
au Estimated by accumulating flows since 1992.
av Estimated by accumulating flows since 1982.
aw Estimated by accumulating flows since 1998.
ax Estimated by adding flows to the stock of 1989.
ay Estimated by using the inward stock of the United States and China as a proxy and accumulating flows since 1994.
az Stock data prior to 1992 are estimated by subtracting flows.
ba Estimated by adding flows to the stock of 1988.
bb Estimated by accumulating flows since 1994.
bc Stock data prior to 1998 are estimated by subtracting flows.
bd Stock data prior to 1996 are estimated by subtracting flows.
be Least developed countries include: Afghanistan, Angola, Bangladesh, Benin, Burkina Faso, Burundi, Cambodia, Cape

Verde, Central African Republic, Chad, Comoros, Democratic Republic of Gongo, Djibouti, Equatorial Guinea, Ethiopia,
Gambia, Guinea, Guinea-Bissau, Haiti, Kiribati, Lao People’s Democratic Republic, Lesotho, Liberia, Madagascar, Malawi,
Maldives, Mali, Mauritania, Mozambique, Myanmar, Nepal, Niger, Rwanda, Western Samoa, Sierra Leone, Solomon
Islands, Somalia, Sudan, Togo, Uganda, United Republic of Tanzania, Vanuatu, Yemen and Zambia.  Not included are
Bhutan, Er itrea, Sao Tome and Principe and Tuvalu due to unavailability of data.

bf Oil-expor ting countries include: Algeria, Angola, Bahrain, Brunei Darussalam, Cameroon, Congo, Ecuador, Egypt, Gabon,
Indonesia, Islamic Republic of Iran,Iraq, Kuwait, Libyan Arab Jamahiriya, Malaysia, Mexico, Nigeria, Oman, Qatar, Saudi
Arabia, Trinidad and Tobago, Tunisia, United Arab Emirates and Venezuela.

Note:  For data on FDI stock which are calculated as an accumulation of flows, price changes are not taken into account.
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.5.le B.5.le B.5.le B.5.le B.5.          InwarInwarInwarInwarInward and outward and outward and outward and outward and outward FDI flod FDI flod FDI flod FDI flod FDI flows as a perws as a perws as a perws as a perws as a percentacentacentacentacentaggggge of gre of gre of gre of gre of gross fixoss fixoss fixoss fixoss fixed capital fed capital fed capital fed capital fed capital formation,ormation,ormation,ormation,ormation,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1988-1998 1988-1998 1988-1998 1988-1998 1988-1998
(Percentage)

 1988-1993
Region/economy (Annual average) 1994 1995 1996 1997 1998

WWWWWorldorldorldorldorld
inwarinwarinwarinwarinwarddddd 4.14.14.14.14.1 4.64.64.64.64.6 5.45.45.45.45.4 5.95.95.95.95.9 7.57.57.57.57.5 11.111.111.111.111.1
outwaroutwaroutwaroutwaroutwarddddd 4.94.94.94.94.9 5.25.25.25.25.2 5.85.85.85.85.8 6.26.26.26.26.2 7.67.67.67.67.6 11.511.511.511.511.5

 De De De De Developed countriesveloped countriesveloped countriesveloped countriesveloped countries
inwarinwarinwarinwarinwarddddd 4.04.04.04.04.0 3.53.53.53.53.5 4.54.54.54.54.5 4.84.84.84.84.8 6.26.26.26.26.2 10.910.910.910.910.9
outwaroutwaroutwaroutwaroutwarddddd 5.65.65.65.65.6 5.95.95.95.95.9 6.76.76.76.76.7 7.27.27.27.27.2 9.29.29.29.29.2 14.814.814.814.814.8

          WWWWWestern Eurestern Eurestern Eurestern Eurestern Europeopeopeopeope
inwarinwarinwarinwarinwarddddd 5.75.75.75.75.7 5.65.65.65.65.6 6.86.86.86.86.8 6.56.56.56.56.5 8.58.58.58.58.5 15.215.215.215.215.2
outwaroutwaroutwaroutwaroutwarddddd 8.18.18.18.18.1 8.98.98.98.98.9 9.99.99.99.99.9 11.611.611.611.611.6 15.115.115.115.115.1 26.026.026.026.026.0

  Eur  Eur  Eur  Eur  European Unionopean Unionopean Unionopean Unionopean Union
inwarinwarinwarinwarinwarddddd 5.85.85.85.85.8 5.55.55.55.55.5 6.96.96.96.96.9 6.56.56.56.56.5 8.38.38.38.38.3 15.315.315.315.315.3
outwaroutwaroutwaroutwaroutwarddddd 8.08.08.08.08.0 8.68.68.68.68.6 9.69.69.69.69.6 11.011.011.011.011.0 14.514.514.514.514.5 26.226.226.226.226.2

Austria
inward 2.2 4.8 3.7 8.7 5.8 9.6
outward 3.4 2.9 2.2 3.8 4.3 5.8

Belgium and Luxembourg
inward 19.7 17.1 17.8 24.2 22.1 40.6
outward 14.9 2.8 19.3 13.8 13.3 51.6

Denmark
inward 4.7 18.9 12.4 2.1 8.2 18.5
outward 6.5 15.7 6.9 5.7 10.9 10.9

Finland
inward 1.7 10.4 5.1 5.2 9.8 51.3
outward 5.4 28.2 7.2 16.8 24.4 78.8

France
inward 5.9 6.5 8.1 7.6 9.1 11.0
outward 10.3 10.2 5.4 10.5 13.9 17.0

Germany
inward 0.9 1.6 2.3 1.3 2.6 5.1
outward 5.4 4.2 7.5 10.3 9.6 22.1

Greece
inward 5.5 5.3 4.8 4.4 3.9 2.6
outward -a -0.5 0.3 - - -0.2

Ireland
inward 10.5 9.3 12.7 19.1 16.9 45.0
outward 5.3 4.8 7.2 5.3 6.2 20.5

Italy
inward 1.9 1.2 2.4 1.6 1.8 1.4
outward 2.6 2.8 3.5 3.9 5.0 6.6

Netherlands
inward 14.2 11.3 15.7 19.3 19.8 55.2
outward 22.6 27.4 25.9 40.0 40.1 68.0

Portugal
inward 10.0 6.1 2.8 5.3 8.8 10.1
outward 1.5 1.4 2.8 3.0 6.5 10.5

Spain
inward 10.2 9.2 5.3 5.6 5.8 9.0
outward 2.5 4.1 3.5 4.6 11.4 14.4

Sweden
inward 6.4 23.1 42.9 13.6 35.2 59.8
outward 17.1 24.7 33.3 12.5 40.6 74.4

United Kingdom
inward 12.0 5.6 10.9 12.5 15.1 25.7
outward 14.1 19.6 23.7 17.4 28.0 48.0

/.../.../.../.../...
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.5.le B.5.le B.5.le B.5.le B.5.          InwarInwarInwarInwarInward and outward and outward and outward and outward and outward FDI flod FDI flod FDI flod FDI flod FDI flows as a perws as a perws as a perws as a perws as a percentacentacentacentacentaggggge of gre of gre of gre of gre of gross fixoss fixoss fixoss fixoss fixed capital fed capital fed capital fed capital fed capital formation,ormation,ormation,ormation,ormation,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1988-1998 1988-1998 1988-1998 1988-1998 1988-1998
(Percentage)

 1988-1993
Region/economy (Annual average) 1994 1995 1996 1997 1998

  Other   Other   Other   Other   Other WWWWWestern Eurestern Eurestern Eurestern Eurestern Europeopeopeopeope
inwarinwarinwarinwarinwarddddd 3.03.03.03.03.0 7.37.37.37.37.3 4.84.84.84.84.8 6.76.76.76.76.7 12.012.012.012.012.0 12.412.412.412.412.4
outwaroutwaroutwaroutwaroutwarddddd 10.410.410.410.410.4 15.515.515.515.515.5 15.515.515.515.515.5 23.423.423.423.423.4 26.226.226.226.226.2 21.321.321.321.321.3

Gibraltar
inward .. .. .. .. .. ..
outward .. .. .. .. .. ..

Iceland
inward 0.9 -0.2 -0.9 6.4 10.7 8.4
outward 0.8 2.4 2.3 4.8 3.9 4.2

Norway
inward 1.8 10.8 7.9 9.4 10.3 9.8
outward 4.1 8.5 9.4 17.6 14.2 6.9

Switzerland
inward 3.6 5.8 3.4 5.1 13.2 14.4
outward 13.5 18.8 18.6 27.0 35.3 32.0

NorNorNorNorNorth Americath Americath Americath Americath America
inwarinwarinwarinwarinwarddddd 5.25.25.25.25.2 4.74.74.74.74.7 5.65.65.65.65.6 7.17.17.17.17.1 8.28.28.28.28.2 13.213.213.213.213.2
outwaroutwaroutwaroutwaroutwarddddd 4.74.74.74.74.7 7.37.37.37.37.3 8.68.68.68.68.6 7.47.47.47.47.4 8.58.58.58.58.5 11.311.311.311.311.3

Canada
inward 4.7 8.1 9.4 9.2 9.9 18.8
outward 4.7 9.2 11.7 12.5 18.9 27.1

United States
inward 5.3 4.4 5.3 7.0 8.0 12.8
outward 4.6 7.1 8.3 7.0 7.6 10.0

 Other de Other de Other de Other de Other developed countriesveloped countriesveloped countriesveloped countriesveloped countries
inwarinwarinwarinwarinwarddddd 0.80.80.80.80.8 0.60.60.60.60.6 1.21.21.21.21.2 0.70.70.70.70.7 1.41.41.41.41.4 1.11.11.11.11.1
outwaroutwaroutwaroutwaroutwarddddd 3.33.33.33.33.3 1.71.71.71.71.7 1.81.81.81.81.8 2.02.02.02.02.0 2.72.72.72.72.7 2.62.62.62.62.6

Australia
inward 8.9 5.9 15.0 6.7 8.2 7.3
outward 4.7 3.2 4.6 6.6 6.8 2.7

Israel
inward 2.8 2.5 6.4 6.2 7.6 9.3
outward 2.7 4.3 3.5 4.7 3.9 4.2

Japan
inward - - - - 0.3 0.3
outward 3.2 1.3 1.5 1.7 2.2 2.4

New Zealand
inward 23.3 24.4 29.0 16.0 20.0 7.3
outward 10.8 16.5 -2.7 -11.0 -0.4 7.4

South Africa
inward 0.1 1.8 5.2 3.5 15.8 2.5
outward 2.3 6.0 10.4 4.5 9.7 7.8

DeDeDeDeDeveloping countriesveloping countriesveloping countriesveloping countriesveloping countries
inwarinwarinwarinwarinwarddddd 4.64.64.64.64.6 8.38.38.38.38.3 7.67.67.67.67.6 9.19.19.19.19.1 10.810.810.810.810.8 11.511.511.511.511.5
outwaroutwaroutwaroutwaroutwarddddd 2.12.12.12.12.1 3.43.43.43.43.4 3.43.43.43.43.4 3.83.83.83.83.8 3.83.83.83.83.8 2.42.42.42.42.4

  Africa  Africa  Africa  Africa  Africa
inwarinwarinwarinwarinwarddddd 4.94.94.94.94.9 8.78.78.78.78.7 6.76.76.76.76.7 7.67.67.67.67.6 8.98.98.98.98.9 8.88.88.88.88.8
outwaroutwaroutwaroutwaroutwarddddd 1.81.81.81.81.8 1.31.31.31.31.3 0.40.40.40.40.4 ----- 2.72.72.72.72.7 1.01.01.01.01.0

   Nor   Nor   Nor   Nor   North Africath Africath Africath Africath Africa
inwarinwarinwarinwarinwarddddd 3.13.13.13.13.1 5.95.95.95.95.9 3.03.03.03.03.0 2.82.82.82.82.8 5.35.35.35.35.3 4.64.64.64.64.6
outwaroutwaroutwaroutwaroutwarddddd ----- 0.40.40.40.40.4 0.70.70.70.70.7 0.40.40.40.40.4 1.41.41.41.41.4 1.11.11.11.11.1

/.../.../.../.../...
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Annex table B.5.  Annex table B.5.  Annex table B.5.  Annex table B.5.  Annex table B.5.  Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1988-1998 1988-1998 1988-1998 1988-1998 1988-1998
(Percentage)

 1988-1993
Region/economy (Annual average) 1994 1995 1996 1997 1998

Algeria
inward - 0.1 - - - -
outward 0.1b .. .. .. .. ..

Egypt
inward 4.4 11.9 5.2 5.1 6.1 6.1
outward 0.2 0.4 0.8 - 0.9 0.3

Libyan Arab Jamahiriya
inward 2.8 -2.2 -3.3 -3.1 -2.0 -3.9

      outward -1.1 0.8 2.6 1.4 6.9 7.8
Morocco

inward 4.8 8.8 4.7 5.0 15.6 4.1
outward 0.4c 0.4 0.2 0.4 0.1 0.3

Sudan
inward -0.2d - - - 3.8 14.7
outward .. .. .. .. .. ..

Tunisia
inward 8.8 13.4 8.7 7.7 7.8 13.6
outward - 0.2 - - 0.2 -

  Other Africa  Other Africa  Other Africa  Other Africa  Other Africa
inwarinwarinwarinwarinwarddddd 8.18.18.18.18.1 13.013.013.013.013.0 11.911.911.911.911.9 14.514.514.514.514.5 13.813.813.813.813.8 14.714.714.714.714.7
outwaroutwaroutwaroutwaroutwarddddd 5.65.65.65.65.6 2.62.62.62.62.6 ----- -0.6-0.6-0.6-0.6-0.6 4.14.14.14.14.1 0.90.90.90.90.9

Angola
inward 19.9 13.7 51.2 31.2 23.1 73.8
outward -c -0.2 -24.1 - - -

Benin
inward 20.9 5.3 2.1 6.6 6.8 8.5
outward -20.6c -3.3 -3.2 3.1 3.2 0.5

Botswana
inward -2.0 -1.4 6.4 6.7 8.8 7.5
outward 0.8c 0.9 3.7 - 0.4 0.3

Burkina Faso
inward 0.5 4.7 1.8 2.6 1.9 1.5
outward -0.5 1.8 - - 0.2 0.8

Burundi
inward 0.5 - 1.9 - - 3.7
outward -d 0.1 0.5 - - -

Cameroon
inward -0.7 -0.9 0.6 2.5 3.1 3.1
outward 1.2 - - -4.0 -4.5 -3.4

Cape Verde
inward 1.2 1.2 12.6 15.0 6.1 4.5
outward 0.6 0.2 0.3 0.1 - -

Central African Republic
inward -3.1 3.6 2.0 13.5 6.3 3.6
outward 3.0 7.2 4.0 16.6 5.7 3.6

Chad
inward 9.4 19.5 7.8 9.3 6.8 6.6
outward 13.9 0.4 7.2 4.0 4.6 2.0

Comoros
inward 3.6 0.5 2.3 5.0 5.2 5.1
outward 2.2c 7.7 0.3 .. .. ..

Congo
inward 1.1 0.6 0.4 1.2 1.8 0.7
outward 0.8a 0.6 0.4 1.2 1.8 ..

Congo, Democratic Republic of
inward -0.4 0.2 0.2 0.5 0.2 -
outward .. .. .. .. .. ..

/...
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.5.le B.5.le B.5.le B.5.le B.5.          InwarInwarInwarInwarInward and outward and outward and outward and outward and outward FDI flod FDI flod FDI flod FDI flod FDI flows as a perws as a perws as a perws as a perws as a percentacentacentacentacentaggggge of gre of gre of gre of gre of gross fixoss fixoss fixoss fixoss fixed capital fed capital fed capital fed capital fed capital formation,ormation,ormation,ormation,ormation,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1988-1998 1988-1998 1988-1998 1988-1998 1988-1998
(Percentage)

 1988-1993
Region/economy (Annual average) 1994 1995 1996 1997 1998

Côte d’Ivoire
inward 7.5 14.3 20.9 22.4 29.6 15.7
outward 13.2c 4.8 4.4 2.4 2.3 1.8

   Djibouti
inward 1.5a 2.5 7.6 11.2 10.5 13.4
outward .. .. .. .. .. ..

Equatorial Guinea
inward 37.2 20.0 108.4 135.2 6.5 6.2
outward 0.3 .. .. .. .. ..

Ethiopia
inward 0.2 2.7 3.5 1.2 6.5 16.0
outward 0.7 0.4 0.9 0.4 0.5 0.4

Gabon
inward 1.8 -11.3 -10.5 23.7 10.5 11.8
outward 1.2 - - - 1.1 0.3

Gambia
inward 10.3 14.8 10.0 14.4 18.0 18.7
outward .. .. .. .. .. ..

Ghana
inward 3.9 19.0 7.8 8.4 5.1 3.4
outward .. .. .. 10.5 2.9 1.8

Guinea
inward 3.7 - 0.1 3.3 2.3 2.6
outward .. .. .. - -2.2 -

Guinea-Bissau
inward 2.6e 0.8 1.8 1.6 17.1 3.6
outward 1.7f .. .. .. .. ..

Kenya
inward 1.6 0.3 1.7 0.7 2.1 2.2
outward -b .. 0.7 1.4 0.2 0.8

 Lesotho
inward 33.6 57.0 48.2 52.3 48.1 60.5
outward -e .. .. .. .. ..

Liberia
inward 201.4 14.1 21.1 17.1 15.1 16.1
outward 119.8 85.6 -96.6 -432.8 1035.1 ..

Madagascar
inward 4.2 1.8 2.8 2.2 3.2 3.4
outward 0.2e .. .. .. .. ..

Malawi
inward 5.0 2.8 12.3 19.6 8.9 36.5
outward .. 0.3 .. 0.9 0.4 2.9

Mali
inward - 3.9 20.5 7.6 12.6 5.7
outward .. .. .. 0.6 0.8 4.3

Mauritania
inward 3.2 1.3 3.8 4.0 1.8 -
outward 0.3 .. .. 4.0 1.8 2.3

Mauritius
inward 3.3 1.9 1.9 3.3 5.0 1.3
outward 1.9 - 0.4 0.2 0.3 1.4

Mozambique
inward 2.0 3.5 4.9 13.4 9.8 26.7
outward -e .. .. - - -

Namibia
inward 12.0 15.1 21.2 17.2 12.4 12.9
outward 0.7 -0.9 -0.5 -2.9 0.1 -0.2

/...
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  AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.5.le B.5.le B.5.le B.5.le B.5.          InwarInwarInwarInwarInward and outward and outward and outward and outward and outward FDI flod FDI flod FDI flod FDI flod FDI flows as a perws as a perws as a perws as a perws as a percentacentacentacentacentaggggge of gre of gre of gre of gre of gross fixoss fixoss fixoss fixoss fixed capital fed capital fed capital fed capital fed capital formation,ormation,ormation,ormation,ormation,
bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1988-1998 1988-1998 1988-1998 1988-1998 1988-1998

(Percentage)

 1988-1993
Region/economy (Annual average) 1994 1995 1996 1997 1998

Niger
inward 6.9 5.0 9.5 11.1 13.8 4.3
outward 3.8 2.2 1.2 9.7 4.5 4.9

Nigeria
inward 30.3 50.5 23.9 35.4 25.2 12.7
outward 20.7 4.6 2.3 0.9 1.0 1.3

Rwanda
inward 2.8 1.1 1.1 1.0 0.9 2.2
outward .. .. .. .. .. ..

Senegal
inward 2.6 12.6 5.2 0.9 20.7 7.7
outward 1.1 3.3 -0.5 0.2 -0.1 1.1

Seychelles
inward 21.7 23.0 26.2 18.0 31.7 26.3
outward 1.9 10.1 10.4 7.9 5.8 1.4

Sierra Leone
inward 7.6 -4.0 -3.1 10.5 29.9 19.2
outward - -1.6 5.0 .. .. ..

Somalia
inward -5.9 0.5 0.5 - - -
outward .. .. .. .. .. ..

Swaziland
inward 28.7 7.5 7.8 -17.4 -11.1 35.8
outward 4.8 16.3 6.6 -9.0 -4.6 7.0

Togo
inward 1.7 13.7 19.3 14.1 12.6 20.2
outward 2.4 0.1 2.9 6.7 2.4 10.8

Uganda
inward 1.7 11.7 12.2 12.4 17.1 20.4
outward .. .. 0.3 -0.1 -0.4 -

United Republic of Tanzania
inward 0.7 4.5 14.6 13.9 14.0 13.8
outward .. .. .. .. .. ..

Zambia
inward 27.3 9.0 20.5 24.6 40.3 44.3
outward .. .. .. .. .. ..

Zimbabwe
inward 0.2 2.8 6.8 4.2 8.0 39.8
outward 0.8 0.9 0.8 2.7 1.7 0.8

 Latin America and the Caribbean Latin America and the Caribbean Latin America and the Caribbean Latin America and the Caribbean Latin America and the Caribbean
inwarinwarinwarinwarinwarddddd 5.25.25.25.25.2 8.88.88.88.88.8 9.39.39.39.39.3 12.312.312.312.312.3 16.216.216.216.216.2 16.616.616.616.616.6
outwaroutwaroutwaroutwaroutwarddddd 0.90.90.90.90.9 1.31.31.31.31.3 1.21.21.21.21.2 1.51.51.51.51.5 2.62.62.62.62.6 2.82.82.82.82.8

   South America   South America   South America   South America   South America
inwarinwarinwarinwarinwarddddd 4.34.34.34.34.3 6.76.76.76.76.7 7.27.27.27.27.2 11.611.611.611.611.6 15.815.815.815.815.8 17.517.517.517.517.5
outwaroutwaroutwaroutwaroutwarddddd 1.01.01.01.01.0 1.41.41.41.41.4 1.41.41.41.41.4 1.51.51.51.51.5 2.92.92.92.92.9 2.92.92.92.92.9

Argentina
inward 8.2 6.8 11.5 13.2 15.4 11.0
outward 1.1 2.0 3.2 3.3 6.4 3.7

Bolivia
inward 10.8 14.7 35.9 35.6 57.0 48.2
outward 0.2 0.2 0.2 0.2 0.1 0.1

Brazil
inward 1.8 2.3 3.8 7.0 11.7 18.4
outward 0.6 0.5 0.8 0.3 1.0 1.7

/...
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Annex table B.5.  Annex table B.5.  Annex table B.5.  Annex table B.5.  Annex table B.5.  Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1988-1998 1988-1998 1988-1998 1988-1998 1988-1998
(Percentage)

 1988-1993

Region/economy (Annual average) 1994 1995 1996 1997 1998

Chile
inward 13.0 23.1 19.0 27.1 27.2 25.0
outward 2.2 7.7 4.8 7.0 9.7 15.1

Colombia
inward 7.8 7.8 4.7 14.8 26.2 17.5
outward 0.9 0.8 1.2 1.6 3.8 3.2

Ecuador
inward 9.1 17.0 14.1 14.5 18.5 20.1
outward -g - - - - -

Guyana
inward ..h 43.0 26.4 30.0 15.9 22.5
outward -h - - -0.3 - -

Paraguay
inward 4.7 7.8 7.5 11.3 12.4 22.3
outward 1.0 4.7 1.3 - 2.2 0.7

Peru
inward 2.4 29.2 14.2 23.5 10.6 12.5
outward 0.2h - - -0.1 0.5 0.3

Suriname
inward -18.0 -3.5 -2.1 0.6 1.2 1.0
outward .. .. .. .. .. ..

Uruguay
inward 3.5 6.3 6.2 5.0 4.4 5.1
outward 0.3 - -1.0 0.4 0.5 0.2

Venezuela
inward 5.9 7.9 7.7 19.6 34.8 25.6
outward 3.0 3.5 0.7 4.6 3.1 1.5

  Other Latin America and the Caribbean  Other Latin America and the Caribbean  Other Latin America and the Caribbean  Other Latin America and the Caribbean  Other Latin America and the Caribbean
inwarinwarinwarinwarinwarddddd 7.37.37.37.37.3 13.613.613.613.613.6 18.618.618.618.618.6 14.814.814.814.814.8 17.317.317.317.317.3 14.514.514.514.514.5
outwaroutwaroutwaroutwaroutwarddddd 0.80.80.80.80.8 1.01.01.01.01.0 0.20.20.20.20.2 1.41.41.41.41.4 1.61.61.61.61.6 2.52.52.52.52.5

Antigua and Barbuda
inward 26.2 15.3 17.3 8.7 9.8 13.3
outward -0.7g -0.6 -1.1 -0.5 -0.8 -

Aruba
inward .. .. .. .. .. ..
outward .. .. .. .. .. ..

Bahamas
inward 1.9 3.8 15.3 .. .. ..
outward - - - .. .. ..

Barbados
 inward 4.0 5.6 4.5 5.3 4.4 5.5
outward 0.6 0.5 1.3 1.4 0.4 0.3

Belize
inward 12.4 12.1 16.3 12.1 8.3 11.5
outward 0.9d 1.6 1.6 4.1 2.7 2.9

Bermuda
inward .. .. .. .. .. ..
outward .. .. .. .. .. ..

Cayman Islands
inward .. .. .. .. .. ..
outward .. .. .. .. .. ..

Costa Rica
inward 13.9 18.1 19.5 26.4 25.8 24.4
outward 0.3 0.3 0.3 0.4 0.4 0.3

/...
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bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1988-1998 1988-1998 1988-1998 1988-1998 1988-1998
(Percentage)

 1988-1993
Region/economy (Annual average) 1994 1995 1996 1997 1998

Cuba
inward .. .. .. .. .. ..
outward .. .. .. .. .. ..

Dominica
inward 27.4 41.2 78.3 26.8 27.4 14.6
outward .. .. .. 1.8 1.1 4.1

Dominican Republic
inward 7.8 8.3 16.0 3.4 12.6 16.9
outward 0.2h 0.5 0.6 0.5 - -

El Salvador
inward 1.7 .. 2.1 -0.3 0.6 44.0
outward .. .. .. 0.1 .. ..

Grenada
inward 22.4 21.8 23.7 19.5 32.1 39.3
outward .. .. .. .. .. ..

Guatemala
inward 10.3 3.5 3.3 3.7 3.1 20.7
outward .. -1.1 -1.1 - - -

Haiti
inward 2.5 -2.3 2.3 1.0 1.0 2.4
outward -3.5c - 0.3 0.3 - -

Honduras
inward 5.8 4.3 7.3 9.5 10.8 6.4
outward -c -0.3 -0.2 -0.2 - -

Jamaica
inward 11.0 9.9 8.9 9.7 9.4 18.6
outward 4.1c 4.0 4.0 4.9 2.6 4.1

Mexico
inward 6.9 13.5 20.6 15.5 16.4 11.6
outward 0.3 1.3 -0.6 - 1.4 1.5

Netherlands Antilles
inward .. .. .. .. .. ..
outward .. .. .. .. .. ..

Nicaragua
inward 9.5d 10.0 16.7 18.1 27.0 25.8
outward -g .. - -1.7 .. -

Panama
inward 0.3 21.5 13.0 19.9 54.7 45.9
outward 34.7 -11.5 16.0 41.8 13.6 46.4

Saint Kitts and Nevis
inward 31.7 18.2 24.2 54.0 16.1 25.5
outward 0.2c -0.4 -2.4 -3.1 -1.6 -0.8

Saint Lucia
inward 34.5 26.2 28.9 13.9 33.2 71.1
outward 0.2i .. 4.5 13.1 .. ..

Saint Vincent and the Grenadines
inward 24.2 77.4 38.5 54.1 63.3 27.6
outward 1.6 -0.5 1.0 1.0 .. ..

Trinidad and Tobago
inward 25.4 51.3 37.0 37.3 65.2 46.9
outward -c - 0.1 0.1 - -

Virgin Islands
inward .. .. .. .. .. ..
outward .. .. .. .. .. ..

  De  De  De  De  Developing Eurveloping Eurveloping Eurveloping Eurveloping Europeopeopeopeope
inwarinwarinwarinwarinwarddddd 5.55.55.55.55.5 6.86.86.86.86.8 5.75.75.75.75.7 10.610.610.610.610.6 9.79.79.79.79.7 13.013.013.013.013.0
 outwar outwar outwar outwar outwarddddd 0.40.40.40.40.4 ----- 0.20.20.20.20.2 0.40.40.40.40.4 2.22.22.22.22.2 1.11.11.11.11.1

/.../.../.../.../...
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Annex table B.5.  Annex table B.5.  Annex table B.5.  Annex table B.5.  Annex table B.5.  Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1988-1998 1988-1998 1988-1998 1988-1998 1988-1998
(Percentage)

 1988-1993
Region/economy (Annual average) 1994 1995 1996 1997 1998

Bosnia and Herzegovina
inward .. .. .. .. .. ..
outward .. .. .. .. .. ..

Croatia
inward 7.1g 5.7 3.9 12.4 10.5 17.3
outward 1.1g 0.3 0.2 0.6 3.8 1.9

Malta
inward 7.8 18.8 17.6 33.9 19.5 32.5
outward 0.1g -0.1 0.5 0.7 2.0 1.8

Slovenia
inward 4.0a 4.4 4.4 4.4 7.5 3.5
outward 0.3a -0.1 0.1 0.2 0.6 0.2

TFYR Macedonia
inward .. 5.2 2.3 2.6 3.4 26.4
outward .. .. .. 0.2 0.2 0.3

 Asia Asia Asia Asia Asia
inwarinwarinwarinwarinwarddddd 4.34.34.34.34.3 8.18.18.18.18.1 7.17.17.17.17.1 8.28.28.28.28.2 9.09.09.09.09.0 9.69.69.69.69.6
outwaroutwaroutwaroutwaroutwarddddd 2.52.52.52.52.5 4.44.44.44.44.4 4.44.44.44.44.4 4.84.84.84.84.8 4.44.44.44.44.4 2.42.42.42.42.4

     WWWWWest Asiaest Asiaest Asiaest Asiaest Asia
inwarinwarinwarinwarinwarddddd 1.11.11.11.11.1 1.61.61.61.61.6 ----- 1.61.61.61.61.6 3.13.13.13.13.1 3.93.93.93.93.9
outwaroutwaroutwaroutwaroutwarddddd 0.60.60.60.60.6 -1.3-1.3-1.3-1.3-1.3 -0.8-0.8-0.8-0.8-0.8 1.61.61.61.61.6 -0.2-0.2-0.2-0.2-0.2 -2.7-2.7-2.7-2.7-2.7

Bahrain
inward 26.0 18.2 42.5 271.1 43.3 20.8
outward 3.5 17.4 -1.6 40.4 6.3 20.8

Cyprus
inward 5.6 3.0 4.7 2.8 4.4 3.5
outward 0.8 1.4 1.6 2.7 2.8 5.3

Iran, Islamic Republic
inward - - - - 0.1 -
outward - - - - 0.2 -

Iraq
inward .. .. .. .. .. ..
outward .. .. .. .. .. ..

Jordan
inward 0.7 0.1 0.7 0.8 19.3 16.8
outward -0.7 -1.2 -1.4 -2.1 - 0.5

Kuwait
inward 0.4 .. 0.2 7.9 0.5 1.6
outward 17.5 -45.9 -27.7 39.5 -23.7 -51.9

Lebanon
 inward 0.4c 0.2 1.0 2.0 3.8 4.2
outward 0.2c - - - - -56.2

Oman
inward 7.3 3.8 2.2 3.6 1.9 3.1
outward - 0.2 - - 0.4 0.3

Qatar
inward 1.9 7.3 5.0 2.1 3.1 3.9
outward .. .. 1.6 2.4 1.1 1.1

Saudi Arabia
inward 1.9 1.6 -7.5 -4.7 11.1 16.6
outward 1.0 0.4 - 0.7 0.7 -1.8

Syrian Arab Republic
inward 1.6 1.9 0.7 0.6 0.6 0.6
outward 1.8 .. .. - - -

/...
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bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1988-1998 1988-1998 1988-1998 1988-1998 1988-1998
(Percentage)

 1988-1993
Region/economy (Annual average) 1994 1995 1996 1997 1998

Turkey
inward 2.0 1.9 2.2 1.6 1.6 1.9
outward -c 0.2 0.3 0.2 0.5 0.7

United Arab Emirates
inward 1.5 0.6 3.7 1.2 0.9 0.9
outward 0.2 -0.4 - - -0.1 -0.2

Yemen
inward 25.3c 0.2 -9.5 -4.1 -10.5 -22.6
outward .. .. .. .. .. ..

  Central Asia  Central Asia  Central Asia  Central Asia  Central Asia
inwarinwarinwarinwarinwarddddd 4.14.14.14.14.1 7.57.57.57.57.5 12.912.912.912.912.9 15.115.115.115.115.1 25.525.525.525.525.5 28.328.328.328.328.3
outwaroutwaroutwaroutwaroutwarddddd .......... ----- 3.53.53.53.53.5 0.70.70.70.70.7 1.31.31.31.31.3 2.52.52.52.52.5

Armenia
inward 0.2c 6.1 12.2 6.2 19.5 71.2
outward .. .. .. .. .. 3.5

Azerbaijan
inward .. 2.5 73.1 67.9 78.0 64.2
outward .. .. 38.8 3.9 4.5 8.6

Georgia
inward .. 19.4 3.9 16.4 29.5 66.1
outward .. .. .. .. .. ..

Kazakhstan
inward 8.8h 12.8 21.0 31.4 36.7 30.4
outward .. - - - - 0.2

Kyrgyzstan
inward 1.7g 27.7 31.2 11.3 37.2 50.3
outward .. .. .. - 0.4 0.3

Tajikistan
inward .. 2.1 5.1 3.3 0.9 7.5
outward .. .. .. .. .. -

Turkmenistan
inward .. .. .. .. .. ..
outward .. .. .. .. .. ..

Uzbekistan
inward 1.4h 1.3 2.0 0.8 5.3 5.1
outward .. .. .. .. .. ..

South, East and South-East AsiaSouth, East and South-East AsiaSouth, East and South-East AsiaSouth, East and South-East AsiaSouth, East and South-East Asia
inwarinwarinwarinwarinwarddddd 5.55.55.55.55.5 9.19.19.19.19.1 8.18.18.18.18.1 9.19.19.19.19.1 9.89.89.89.89.8 10.510.510.510.510.5
outwaroutwaroutwaroutwaroutwarddddd 3.03.03.03.03.0 5.25.25.25.25.2 5.15.15.15.15.1 5.35.35.35.35.3 5.25.25.25.25.2 3.43.43.43.43.4

Afghanistan
inward .. .. .. .. .. ..
outward .. .. .. .. .. ..

Bangladesh
inward 0.1 0.3 - 0.3 2.9 6.2
outward - - -1.4 0.5 - -

Brunei Darussalam
inward .. .. .. .. .. ..
outward .. .. .. .. .. ..

Cambodia
inward 18.1h 15.5 23.5 36.1 28.6 28.0
outward 0.7g .. .. .. .. ..

China
inward 6.4 17.3 14.7 14.3 14.6 12.9
outward 1.4 1.0 0.8 0.8 0.8 0.8

/...
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Annex table B.5.  Annex table B.5.  Annex table B.5.  Annex table B.5.  Annex table B.5.  Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1988-1998 1988-1998 1988-1998 1988-1998 1988-1998
(Percentage)

 1988-1993
Region/economy (Annual average) 1994 1995 1996 1997 1998

Hong Kong, China
inward 16.5 20.1 14.6 21.7 19.8 29.6
outward 27.2 55.0 58.7 55.1 42.5 33.9

India
inward 0.4 1.4 2.4 2.6 3.8 2.9
outward - 0.1 0.1 0.3 0.1 -

Indonesia
inward 3.1 3.8 6.7 8.9 6.8 -0.8
outward 0.2 1.1 0.9 0.9 0.3 -

Korea, Democratic People’s Republic
inward .. .. .. .. .. ..
outward .. .. .. .. .. ..

Korea, Republic of
inward 1.0 0.7 0.8 1.2 1.8 5.5
outward 1.0 1.6 1.7 2.2 1.9 4.1

Lao People’s Democratic Republic
inward 10.8 60.8 19.3 23.6 18.2 14.4
outward 0.1j .. - .. .. -

Macau, China
inward - 0.2 0.1 0.4 0.2 -
outward .. .. .. .. .. ..

Malaysia
inward 20.7 15.7 15.5 17.0 15.1 13.9
outward 2.0 8.0 6.6 8.8 6.1 4.0

Maldives
inward 7.1 11.7 9.6 12.4 15.2 15.3
outward 0.5c 0.4 -0.3 -1.7 -4.5 -0.7

Maldives
inward 7.1 11.7 9.6 12.4 15.2 15.3
outward 0.5c 0.4 -0.3 -1.7 -4.5 -0.7

Mongolia
inward 4.9g 4.1 3.9 5.9 10.0 7.0
outward .. .. 0.4 - 0.8 -

Myanmar
inward 3.3d 1.4 1.9 1.6 1.7 1.4
outward .. .. .. .. .. ..

Nepal
inward 0.5 0.8 0.9 1.9 2.2 1.3
outward .. .. - 1.2 -0.5 -

Pakistan
inward 3.5 4.5 7.1 8.9 7.5 5.6
outward - - - - -0.3 -

Philippines
inward 7.8 10.5 8.9 7.8 6.2 12.8
outward 0.9 2.0 0.6 0.9 0.7 1.2

Singapore
inward 29.2 36.1 25.6 25.6 22.1 17.6
outward 8.6 19.3 22.3 19.7 24.2 -4.9

Sri Lanka
inward 4.2 5.3 1.9 4.0 11.8 5.2
outward 0.2 0.3 0.2 - - -

Taiwan Province of China
inward 2.9 2.3 2.4 3.0 3.4 0.4
outward 9.5 4.4 4.5 6.1 7.9 6.1

Thailand
inward 5.4 2.3 2.8 3.2 7.8 25.1
outward 0.4 0.7 1.2 1.2 0.8 0.5
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Annex table B.5.  Annex table B.5.  Annex table B.5.  Annex table B.5.  Annex table B.5.  Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1988-1998 1988-1998 1988-1998 1988-1998 1988-1998
(Percentage)

 1988-1993
Region/economy (Annual average) 1994 1995 1996 1997 1998

Viet Nam
inward 45.4d 49.0 42.8 37.9 36.8 25.3
outward .. .. .. .. .. ..

     The PThe PThe PThe PThe Pacificacificacificacificacific
 inwar inwar inwar inwar inwarddddd 17.417.417.417.417.4 14.014.014.014.014.0 42.042.042.042.042.0 8.38.38.38.38.3 4.84.84.84.84.8 15.015.015.015.015.0
outwaroutwaroutwaroutwaroutwarddddd 2.82.82.82.82.8 -0.1-0.1-0.1-0.1-0.1 -1.1-1.1-1.1-1.1-1.1 4.34.34.34.34.3 12.412.412.412.412.4 16.516.516.516.516.5

Fiji
inward 30.4 30.7 27.3 1.1 6.4 39.8
outward 8.3 -0.1 -1.1 4.3 12.4 16.5

Kiribati
inward 0.6 2.1 1.4 3.3 4.8 2.4
outward .. 0.1 .. .. .. ..

New Caledonia
inward .. .. .. .. .. ..
outward .. .. .. .. .. ..

Papua New Guinea
inward 14.5 7.1 47.5 7.6 2.2 9.7
outward 0.6f .. .. .. .. ..

Vanuatu
inward 39.2 52.4 42.8 54.8 48.0 41.4
outward .. .. .. .. .. ..

Samoa
inward .. .. .. .. .. ..
outward .. .. .. .. .. ..

Solomon Islands
inward .. .. .. .. .. ..
outward .. .. .. .. .. ..

Tonga
inward 3.3 9.3 9.3 9.4 14.0 9.3
outward - .. .. .. .. ..

Central and Eastern EurCentral and Eastern EurCentral and Eastern EurCentral and Eastern EurCentral and Eastern Europeopeopeopeope
inwarinwarinwarinwarinwarddddd 3.73.73.73.73.7 4.44.44.44.44.4 9.29.29.29.29.2 6.86.86.86.86.8 10.510.510.510.510.5 12.912.912.912.912.9
outwaroutwaroutwaroutwaroutwarddddd 0.20.20.20.20.2 0.20.20.20.20.2 0.30.30.30.30.3 0.60.60.60.60.6 1.91.91.91.91.9 1.41.41.41.41.4

Albania
inward .. .. .. .. .. ..
outward .. .. .. .. .. ..

Belarus
inward 0.1h 0.2 0.3 1.8 3.9 2.5
outward -g - 0.3 - - -

Bulgaria
inward 1.7c 7.9 4.5 8.1 44.0 37.9
outward 0.6h .. -0.4 -2.1 -0.1 -

Czech Republic
inward 6.0d 7.4 15.4 7.7 8.1 17.5
outward 0.6h 1.0 0.2 0.8 0.2 1.1

Estonia
inward 17.6h 34.8 21.8 12.9 20.6 38.3
outward 0.6h 0.4 0.3 3.4 10.6 0.4

Hungary
inward 15.3 13.7 52.8 23.6 21.4 18.3
outward 0.2a 0.6 0.5 - 4.2 4.3

Latvia
inward 5.0h 26.4 26.7 41.0 49.3 27.8
outward -0.2h -8.0 -9.7 0.3 0.6 4.2

/...
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Annex table B.5.  Annex table B.5.  Annex table B.5.  Annex table B.5.  Annex table B.5.  Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1988-1998 1988-1998 1988-1998 1988-1998 1988-1998
(Percentage)

 1988-1993
Region/economy (Annual average) 1994 1995 1996 1997 1998

Lithuania
inward 1.0h 2.3 4.6 8.4 15.2 35.4
outward .. .. - - 1.2 0.2

Moldova, Republic of
inward 2.7h 5.2 29.1 7.2 20.4 23.0
outward .. 3.4 -0.2 -0.2 0.1 -

Poland
inward 3.4 10.5 15.5 15.1 14.5 15.8
outward - 0.2 0.2 0.2 0.1 0.8

Romania
inward 1.7a 5.6 5.5 3.3 15.8 25.3
outward 0.2c - - - - -

Russian Federation
inward 1.4h 1.1 2.8 2.8 7.9 5.6
outward 0.4g 0.2 0.5 0.9 3.1 2.1

Slovakia
inward 2.8c 6.1 4.1 3.6 2.7 7.6
outward 0.3h 0.3 0.2 0.7 1.3 1.8

Ukraine
inward 0.9h 1.3 2.3 4.0 5.9 8.8
outward .. - - - 0.4 -

Memorandum:

Least deLeast deLeast deLeast deLeast developed countries:veloped countries:veloped countries:veloped countries:veloped countries:     kkkkk

TTTTTotalotalotalotalotal
inwarinwarinwarinwarinwarddddd 6.36.36.36.36.3 3.63.63.63.63.6 5.35.35.35.35.3 5.55.55.55.55.5 5.35.35.35.35.3 8.18.18.18.18.1
outwaroutwaroutwaroutwaroutwarddddd 1.61.61.61.61.6 1.31.31.31.31.3 -3.1-3.1-3.1-3.1-3.1 -2.3-2.3-2.3-2.3-2.3 7.27.27.27.27.2 0.60.60.60.60.6

 Africa Africa Africa Africa Africa
inwarinwarinwarinwarinwarddddd 6.56.56.56.56.5 6.56.56.56.56.5 12.012.012.012.012.0 12.112.112.112.112.1 11.811.811.811.811.8 20.120.120.120.120.1
outwaroutwaroutwaroutwaroutwarddddd 2.92.92.92.92.9 2.52.52.52.52.5 -5.8-5.8-5.8-5.8-5.8 -5.1-5.1-5.1-5.1-5.1 12.712.712.712.712.7 1.11.11.11.11.1

 Latin America and the Caribbean Latin America and the Caribbean Latin America and the Caribbean Latin America and the Caribbean Latin America and the Caribbean
inwarinwarinwarinwarinwarddddd 2.52.52.52.52.5 -2.3-2.3-2.3-2.3-2.3 2.32.32.32.32.3 1.01.01.01.01.0 1.01.01.01.01.0 2.42.42.42.42.4
outwaroutwaroutwaroutwaroutwarddddd -3.5-3.5-3.5-3.5-3.5ccccc ----- 0.30.30.30.30.3 0.30.30.30.30.3 ----- -----

Asia and the PAsia and the PAsia and the PAsia and the PAsia and the Pacificacificacificacificacific
inwarinwarinwarinwarinwarddddd 6.06.06.06.06.0 1.71.71.71.71.7 1.51.51.51.51.5 2.52.52.52.52.5 2.32.32.32.32.3 2.12.12.12.12.1
outwaroutwaroutwaroutwaroutwarddddd ----- ----- -1.0-1.0-1.0-1.0-1.0 0.60.60.60.60.6 ----- -----
Asia

inward 5.8 1.5 1.3 2.4 2.2 2.0
outward - - -1.0 0.6 - -

West Asia
inward 25.3c 0.2 -9.5 -4.1 -10.5 -22.6
outward .. .. .. .. .. ..

South, East and South-East Asia
inward 2.1 2.0 2.5 2.8 2.7 2.8
outward - - -1.0 0.6 - -

The Pacific
inward 27.4 38.8 33.6 41.2 37.2 31.9
outward .. .. .. .. .. ..

Oil-eOil-eOil-eOil-eOil-exporxporxporxporxporting countries:ting countries:ting countries:ting countries:ting countries: l l l l l

TTTTTotalotalotalotalotal
inwarinwarinwarinwarinwarddddd 4.14.14.14.14.1 8.98.98.98.98.9 8.58.58.58.58.5 9.99.99.99.99.9 11.311.311.311.311.3 8.98.98.98.98.9
outwaroutwaroutwaroutwaroutwarddddd 0.90.90.90.90.9 1.31.31.31.31.3 0.80.80.80.80.8 2.42.42.42.42.4 1.31.31.31.31.3 0.20.20.20.20.2

 Africa Africa Africa Africa Africa
inwarinwarinwarinwarinwarddddd 5.15.15.15.15.1 9.99.99.99.99.9 5.85.85.85.85.8 7.27.27.27.27.2 7.27.27.27.27.2 7.67.67.67.67.6
outwaroutwaroutwaroutwaroutwarddddd 1.71.71.71.71.7 1.01.01.01.01.0 0.20.20.20.20.2 0.20.20.20.20.2 1.21.21.21.21.2 1.01.01.01.01.0
North Africa

inward 3.0 5.8 2.8 2.6 3.4 4.1
outward - 0.4 0.9 0.3 1.8 1.3
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Annex table B.5.  Annex table B.5.  Annex table B.5.  Annex table B.5.  Annex table B.5.  Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,Inward and outward FDI flows as a percentage of gross fixed capital formation,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1988-1998 1988-1998 1988-1998 1988-1998 1988-1998
(Percentage)

 1988-1993
Region/economy (Annual average) 1994 1995 1996 1997 1998

Other Africa - - - - - -
inward 14.7 26.1 16.9 25.1 19.2 17.7
outward 9.2 2.4 -1.3 - - 0.4

 Latin America and the Caribbean Latin America and the Caribbean Latin America and the Caribbean Latin America and the Caribbean Latin America and the Caribbean
inwarinwarinwarinwarinwarddddd 7.07.07.07.07.0 13.413.413.413.413.4 18.218.218.218.218.2 16.716.716.716.716.7 20.720.720.720.720.7 15.215.215.215.215.2
outwaroutwaroutwaroutwaroutwarddddd 0.70.70.70.70.7 1.51.51.51.51.5 -0.3-0.3-0.3-0.3-0.3 0.70.70.70.70.7 1.61.61.61.61.6 1.41.41.41.41.4
South America - - - - - -

inward 6.7 10.3 10.7 19.7 33.5 26.5
outward 2.7 2.5 0.6 3.2 2.4 1.1

Other Latin America and the Caribbean
inward 7.1 13.9 20.9 15.9 17.3 12.2
outward 0.3 1.3 -0.6 - 1.4 1.5

 Asia Asia Asia Asia Asia
inwarinwarinwarinwarinwarddddd 2.92.92.92.92.9 5.45.45.45.45.4 5.45.45.45.45.4 7.87.87.87.87.8 7.57.57.57.57.5 4.74.74.74.74.7
outwaroutwaroutwaroutwaroutwarddddd 0.70.70.70.70.7 1.21.21.21.21.2 1.21.21.21.21.2 3.53.53.53.53.5 1.11.11.11.11.1 -0.9-0.9-0.9-0.9-0.9
West Asia

inward 0.6 1.5 -1.3 1.9 4.2 5.5
outward 0.7 -2.3 -1.5 2.9 -0.7 -2.4

South, East and South-East Asia
inward 8.0 8.0 10.0 12.0 10.0 3.7
outward 0.7 3.5 3.0 3.9 2.5 1.3

All deAll deAll deAll deAll developing countries minveloping countries minveloping countries minveloping countries minveloping countries minus Chinaus Chinaus Chinaus Chinaus China
inwarinwarinwarinwarinwarddddd 4.34.34.34.34.3 6.66.66.66.66.6 6.26.26.26.26.2 7.97.97.97.97.9 9.99.99.99.99.9 11.111.111.111.111.1
outwaroutwaroutwaroutwaroutwarddddd 2.22.22.22.22.2 3.93.93.93.93.9 4.04.04.04.04.0 4.54.54.54.54.5 4.54.54.54.54.5 2.92.92.92.92.9

Asia and the PAsia and the PAsia and the PAsia and the PAsia and the Pacificacificacificacificacific
inwarinwarinwarinwarinwarddddd 4.44.44.44.44.4 8.18.18.18.18.1 7.27.27.27.27.2 8.28.28.28.28.2 9.09.09.09.09.0 9.69.69.69.69.6
outwaroutwaroutwaroutwaroutwarddddd 2.52.52.52.52.5 4.44.44.44.44.4 4.44.44.44.44.4 4.84.84.84.84.8 4.44.44.44.44.4 2.42.42.42.42.4

Africa incAfrica incAfrica incAfrica incAfrica including South Africaluding South Africaluding South Africaluding South Africaluding South Africa
inwarinwarinwarinwarinwarddddd 3.93.93.93.93.9 7.07.07.07.07.0 6.36.36.36.36.3 6.66.66.66.66.6 10.510.510.510.510.5 7.57.57.57.57.5
outwaroutwaroutwaroutwaroutwarddddd 1.91.91.91.91.9 2.92.92.92.92.9 3.73.73.73.73.7 1.31.31.31.31.3 4.84.84.84.84.8 2.72.72.72.72.7

Source: UNCTAD, FDI/TNC database.
a Annual average from 1991 to 1993.
b Annual average from 1988 to 1991.
c Annual average from 1990 to 1993.
d Annual average from 1989 to 1993.
e Annual average from 1988 to 1992.
f Annual average from 1988 to 1990.
g 1993.
h Annual average from 1992 to 1993.
i Annual average from 1990 to 1991.
j 1991.
k Least developed countr ies include: Afghanistan, Angola, Bangladesh, Benin, Burkina Faso, Burundi, Cambodia, Cape

Verde, Central African Republic, Chad, Comoros, Democratic Repunlic of Congo, Djibouti, Equatorial Guinea, Ethiopia,
Gambia, Guinea, Guinea-Bissau, Haiti, Kiribati, Lao People’s Democratic Republic, Lesotho, Liberia, Madagascar, Malawi,
Maldives, Mali, Mauritania, Mozambique, Myanmar, Nepal, Niger, Rwanda, Western Samoa, Sierra Leone, Solomon
Islands, Somalia, Sudan, Togo, Uganda, United Republic of Tanzania, Vanuatu, Yemen and Zambia.  Not included are
Bhutan, Eritrea, Sao Tome and Principe and Tuvalu due to unavailability of data.

l Oil-expor ting countries include: Algeria, Angola, Bahrain, Brunei Darussalam, Cameroon, Congo, Ecuador, Egypt, Gabon,
Indonesia, Islamic Republic of Iran, Iraq, Kuwait, Libyan Arab Jamahiriya, Malaysia, Mexico, Nigeria, Oman, Qatar,
Saudi Arabia, Trinidad and Tobago, Tunisia, United Arab Emirates and Venezuela.
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.6.le B.6.le B.6.le B.6.le B.6.          InwarInwarInwarInwarInward and outward and outward and outward and outward and outward FDI stocd FDI stocd FDI stocd FDI stocd FDI stocks as a perks as a perks as a perks as a perks as a percentacentacentacentacentaggggge of gre of gre of gre of gre of gross domestic pross domestic pross domestic pross domestic pross domestic product,oduct,oduct,oduct,oduct,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998
(Percentage)

Region/economy 1980 1985 1990 1995 1998

WWWWWorldorldorldorldorld
inwarinwarinwarinwarinwarddddd 4.94.94.94.94.9 6.76.76.76.76.7 8.68.68.68.68.6 9.69.69.69.69.6 13.713.713.713.713.7
outwaroutwaroutwaroutwaroutwarddddd 5.45.45.45.45.4 6.46.46.46.46.4 8.68.68.68.68.6 10.210.210.210.210.2 14.114.114.114.114.1

  De  De  De  De  Developed countriesveloped countriesveloped countriesveloped countriesveloped countries
inwarinwarinwarinwarinwarddddd 4.74.74.74.74.7 6.16.16.16.16.1 8.38.38.38.38.3 8.88.88.88.88.8 12.112.112.112.112.1
outwaroutwaroutwaroutwaroutwarddddd 6.46.46.46.46.4 7.57.57.57.57.5 9.89.89.89.89.8 11.711.711.711.711.7 16.416.416.416.416.4

               WWWWWestern Eurestern Eurestern Eurestern Eurestern Europeopeopeopeope
inwarinwarinwarinwarinwarddddd 5.55.55.55.55.5 8.58.58.58.58.5 10.910.910.910.910.9 12.712.712.712.712.7 17.617.617.617.617.6
outwaroutwaroutwaroutwaroutwarddddd 6.56.56.56.56.5 10.710.710.710.710.7 12.212.212.212.212.2 16.516.516.516.516.5 24.324.324.324.324.3

   Eur   Eur   Eur   Eur   European Unionopean Unionopean Unionopean Unionopean Union
inwarinwarinwarinwarinwarddddd 5.35.35.35.35.3 8.38.38.38.38.3 10.710.710.710.710.7 12.412.412.412.412.4 17.317.317.317.317.3
outwaroutwaroutwaroutwaroutwarddddd 6.16.16.16.16.1 10.310.310.310.310.3 11.711.711.711.711.7 15.415.415.415.415.4 22.922.922.922.922.9

Austria
inward 4.0 5.7 6.2 7.6 11.3
outward 0.7 2.0 2.7 5.1 8.2

Belgium and Luxembourg
inward 5.9 22.0 28.3 40.1 61.7
outward 4.9 11.4 19.7 30.4 50.2

Denmark
inward 6.3 6.2 6.9 13.2 17.4
outward 3.1 3.1 5.5 13.7 19.4

Finland
inward 1.1 2.5 3.8 6.7 13.1
outward 1.4 3.4 8.3 11.9 23.4

France
inward 3.4 6.4 7.2 9.4 11.7
outward 3.6 7.1 9.2 12.0 15.9

Germany
inward 4.0 5.3 6.8 6.9 9.3
outward 4.7 8.6 9.2 11.1 17.3

Greece
inward 11.3 24.9 16.9 16.6 18.3
outward 2.1 2.6 1.0 0.7 0.7

Ireland
inward 19.5 24.5 12.2 18.6 32.7
outward .. 1.1 4.8 6.4 12.4

Italy
inward 2.0 4.5 5.3 5.8 8.8
outward 1.6 3.9 5.2 10.0 14.1

Netherlands
inward 11.1 19.5 25.9 31.5 48.0
outward 24.5 37.3 38.4 45.4 68.9

Portugal
inward 10.0 16.0 14.1 16.8 20.8
outward 0.4 0.8 0.7 3.5 8.6

Spain
inward 2.4 5.4 13.4 19.1 21.5
outward 0.9 2.7 3.2 6.3 12.5

Sweden
inward 2.9 5.0 5.4 13.4 22.5
outward 3.0 10.7 21.5 31.6 41.3

United Kingdom
inward 11.7 14.0 20.8 18.0 23.3
outward 15.0 21.9 23.4 27.4 35.9
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Annex table B.6.  Annex table B.6.  Annex table B.6.  Annex table B.6.  Annex table B.6.  Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998
(Percentage)

Region/economy 1980 1985 1990 1995 1998

  Other   Other   Other   Other   Other WWWWWestern Eurestern Eurestern Eurestern Eurestern Europeopeopeopeope
inwarinwarinwarinwarinwarddddd 9.09.09.09.09.0 11.011.011.011.011.0 13.413.413.413.413.4 16.616.616.616.616.6 22.722.722.722.722.7
outwaroutwaroutwaroutwaroutwarddddd 13.113.113.113.113.1 16.516.516.516.516.5 22.022.022.022.022.0 35.835.835.835.835.8 51.651.651.651.651.6

Gibraltar
inward .. .. .. .. ..
outward .. .. .. .. ..

Iceland
inward - 2.2 2.3 1.8 5.6
outward 1.9 2.2 1.2 2.6 4.1

Norway
inward 10.4 11.7 10.7 13.3 16.7
outward 0.9 1.7 9.4 15.4 22.6

Switzerland
inward 8.4 10.8 15.0 18.6 26.5
outward 21.1 27.0 28.9 46.3 69.1

  Nor  Nor  Nor  Nor  North Americath Americath Americath Americath America
inwarinwarinwarinwarinwarddddd 4.64.64.64.64.6 5.75.75.75.75.7 8.38.38.38.38.3 8.78.78.78.78.7 10.510.510.510.510.5
outwaroutwaroutwaroutwaroutwarddddd 8.28.28.28.28.2 6.76.76.76.76.7 8.48.48.48.48.4 10.710.710.710.710.7 12.512.512.512.512.5

Canada
inward 20.6 18.6 19.7 21.5 23.9
outward 9.0 12.4 14.8 20.6 26.9

United States
inward 3.1 4.6 7.1 7.6 9.5
outward 8.1 6.2 7.8 9.9 11.5

   Other de   Other de   Other de   Other de   Other developed countriesveloped countriesveloped countriesveloped countriesveloped countries
inwarinwarinwarinwarinwarddddd 2.72.72.72.72.7 2.62.62.62.62.6 3.03.03.03.03.0 3.13.13.13.13.1 4.34.34.34.34.3
outwaroutwaroutwaroutwaroutwarddddd 2.12.12.12.12.1 3.83.83.83.83.8 7.37.37.37.37.3 5.65.65.65.65.6 8.58.58.58.58.5

Australia
inward 8.8 15.6 24.9 28.9 28.1
outward 1.5 4.2 10.6 13.6 17.1

Israel
inward 3.3 4.7 3.8 6.0 11.1
outward 0.8 2.7 2.2 4.5 6.8

Japan
inward 0.3 0.4 0.3 0.7 0.7
outward 1.9 3.3 6.8 4.6 7.1

New Zealand
inward 10.6 9.1 18.4 42.6 66.2
outward 1.7 6.1 7.6 12.7 11.0

South Africa
inward 21.3 16.3 8.6 11.2 13.4
outward 7.4 16.2 14.1 17.4 24.8

  De  De  De  De  Developing countriesveloping countriesveloping countriesveloping countriesveloping countries
inwarinwarinwarinwarinwarddddd 5.45.45.45.45.4 9.19.19.19.19.1 10.510.510.510.510.5 13.413.413.413.413.4 20.020.020.020.020.0
outwaroutwaroutwaroutwaroutwarddddd 0.90.90.90.90.9 1.61.61.61.61.6 2.62.62.62.62.6 4.94.94.94.94.9 6.76.76.76.76.7

  Africa  Africa  Africa  Africa  Africa
inwarinwarinwarinwarinwarddddd 6.06.06.06.06.0 9.59.59.59.59.5 12.412.412.412.412.4 19.919.919.919.919.9 21.121.121.121.121.1
outwaroutwaroutwaroutwaroutwarddddd 0.40.40.40.40.4 2.82.82.82.82.8 4.54.54.54.54.5 5.45.45.45.45.4 4.84.84.84.84.8

   Nor   Nor   Nor   Nor   North Africath Africath Africath Africath Africa
inwarinwarinwarinwarinwarddddd 9.69.69.69.69.6 11.411.411.411.411.4 11.211.211.211.211.2 17.317.317.317.317.3 15.915.915.915.915.9
outwaroutwaroutwaroutwaroutwarddddd 0.30.30.30.30.3 0.40.40.40.40.4 0.50.50.50.50.5 0.60.60.60.60.6 0.90.90.90.90.9
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.6.le B.6.le B.6.le B.6.le B.6.          InwarInwarInwarInwarInward and outward and outward and outward and outward and outward FDI stocd FDI stocd FDI stocd FDI stocd FDI stocks as a perks as a perks as a perks as a perks as a percentacentacentacentacentaggggge of gre of gre of gre of gre of gross domestic pross domestic pross domestic pross domestic pross domestic product,oduct,oduct,oduct,oduct,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998
(Percentage)

Region/economy 1980 1985 1990 1995 1998

Algeria
inward 3.1 2.2 2.1 3.3 3.0
outward 0.2 0.3 0.3 0.6 0.5

Egypt
inward 9.8 16.4 25.6 23.9 20.2
outward 0.2 0.3 0.4 0.7 0.7

Libyan Arab Jamahiriya
inward .. .. 1.3 2.2 0.3
outward 0.4 0.7 1.7 0.9 3.2

Morocco
inward 1.0 3.4 3.5 9.2 13.3
outward .. .. - 0.4 0.5

Sudan
inward 0.1 0.5 0.2 0.4 4.9
outward .. .. .. .. ..

Tunisia
inward 66.7 83.0 59.0 65.7 59.3
outward 0.1 - 0.1 0.2 0.2

  Other Africa  Other Africa  Other Africa  Other Africa  Other Africa
inwarinwarinwarinwarinwarddddd 4.44.44.44.44.4 8.28.28.28.28.2 13.713.713.713.713.7 22.922.922.922.922.9 27.727.727.727.727.7
outwaroutwaroutwaroutwaroutwarddddd 0.50.50.50.50.5 5.45.45.45.45.4 11.711.711.711.711.7 13.913.913.913.913.9 10.910.910.910.910.9

Angola
inward 1.8 9.9 13.2 57.8 69.6
outward .. .. .. .. ..

Benin
inward 2.2 3.2 8.6 18.9 20.1
outward - 0.2 - - -

Botswana
inward 67.4 78.1 38.6 24.6 26.1
outward 42.5 36.3 13.2 14.2 5.2

Burkina Faso
inward 1.4 1.7 1.4 3.1 4.6
outward 0.2 0.2 - - 0.3

Burundi
inward 0.7 2.0 2.6 3.3 3.6
outward .. .. - - -

Cameroon
inward 4.9 13.8 9.4 13.3 13.7
outward 0.3 0.6 1.3 2.9 0.6

Cape Verde
inward .. .. 1.3 9.0 21.1
outward .. .. 0.4 1.1 1.2

Central African Republic
inward 6.2 8.9 6.4 6.7 8.8
outward - 0.2 1.2 4.0 5.9

Chad
inward 11.9 18.9 15.1 21.1 21.1
outward - 0.1 2.2 5.8 6.4

Comoros
inward .. .. 6.0 8.1 12.1
outward .. .. 0.4 3.2 3.5

Congo
inward 18.1 22.2 20.1 27.9 30.4
outward .. .. .. .. ..

Congo, Democratic Republic of
inward 2.2 3.4 1.8 2.8 2.9
outward .. .. .. .. ..

/...
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Annex table B.6.  Annex table B.6.  Annex table B.6.  Annex table B.6.  Annex table B.6.  Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998
(Percentage)

Region/economy 1980 1985 1990 1995 1998

Côte d’Ivoire
inward 5.2 10.1 9.0 16.2 24.2
outward .. .. .. .. 0.9

Djibouti
inward 1.0 1.0 1.3 2.8 5.6
outward .. .. .. .. ..

Equatorial Guinea
inward .. 7.0 19.2 145.7 121.5
outward .. .. - 0.1 -

Ethiopia
inward 2.7 2.0 1.5 3.2 6.9
outward .. .. .. 0.3 0.5

Gabon
inward 12.0 22.7 20.3 19.2 34.1
outward 1.8 2.8 2.7 4.2 4.7

Gambia
inward 8.9 9.4 11.2 20.7 28.6
outward .. .. .. .. ..

Ghana
inward 5.2 6.0 5.4 12.7 15.1
outward .. .. .. .. 3.2

Guinea
inward - 0.2 2.5 3.6 5.0
outward .. .. .. .. -

Guinea-Bissau
inward - 2.7 3.3 6.8 13.2
outward .. .. .. .. ..

Kenya
inward 4.8 7.1 7.3 7.6 7.6
outward 0.2 1.0 1.2 1.2 1.5

Lesotho
inward 1.2 7.9 23.9 156.9 279.0
outward .. .. - - -

Liberia
inward 6.4 42.4 137.9 859.6 568.0
outward 4.3 33.0 37.7 358.5 422.7

Madagascar
inward 0.9 1.7 3.4 5.4 5.6
outward .. .. .. .. ..

Malawi
inward 8.1 12.2 10.2 17.1 22.9
outward .. .. .. .. 0.5

Mali
inward 0.8 2.8 1.6 6.6 12.1
outward 1.3 1.8 0.9 0.9 2.2

Mauritania
inward - 4.8 5.0 8.1 10.5
outward .. .. 0.2 0.2 1.7

Mauritius
inward 1.8 3.5 6.2 6.3 8.5
outward .. .. - 2.4 2.7

Mozambique
inward 0.5 0.5 2.0 10.4 14.4
outward .. .. .. .. ..

Namibia
inward 85.5 137.2 83.8 51.2 48.0
outward .. .. 3.3 0.6 1.3

Niger
inward 7.4 14.1 11.8 21.9 20.6
outward - 0.6 2.3 6.6 7.2

/...
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Annex table B.6.  Annex table B.6.  Annex table B.6.  Annex table B.6.  Annex table B.6.  Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998
(Percentage)

Region/economy 1980 1985 1990 1995 1998

Nigeria
inward 2.6 5.5 28.3 50.0 50.5
outward - 6.4 33.9 39.0 30.9

Rwanda
inward 4.6 7.8 8.2 17.2 11.8
outward .. .. .. .. ..

Senegal
inward 5.0 7.4 4.9 8.7 13.3
outward 0.2 1.7 0.9 2.1 2.2

Seychelles
inward 24.9 51.7 50.7 59.8 78.8
outward 9.4 25.9 16.6 18.5 21.3

Sierra Leone
inward 6.4 5.5 - - -
outward .. .. .. .. ..

Somalia
inward 4.8 0.5 - - -
outward .. .. .. .. ..

Swaziland
inward 41.8 28.9 39.1 42.5 40.5
outward 3.3 2.4 4.5 10.7 7.9

Togo
inward 15.5 27.5 16.5 23.4 26.4
outward 0.2 0.3 0.4 2.7 4.9

Uganda
inward - 0.2 - 4.8 12.9
outward .. .. .. .. ..

United Republic of Tanzania
inward 0.9 1.3 2.2 7.0 9.9
outward .. .. .. .. ..

Zambia
inward 8.3 18.5 29.8 35.7 52.8
outward .. .. .. .. ..

Zimbabwe
inward - - - 2.2 14.5
outward .. 0.2 1.0 1.9 4.0

 Latin America and the Caribbean Latin America and the Caribbean Latin America and the Caribbean Latin America and the Caribbean Latin America and the Caribbean
inwarinwarinwarinwarinwarddddd 5.75.75.75.75.7 8.68.68.68.68.6 10.510.510.510.510.5 11.911.911.911.911.9 19.519.519.519.519.5
outwaroutwaroutwaroutwaroutwarddddd 1.31.31.31.31.3 2.02.02.02.02.0 1.91.91.91.91.9 2.42.42.42.42.4 3.33.33.33.33.3

   South America   South America   South America   South America   South America
     inwarinwarinwarinwarinwarddddd 6.16.16.16.16.1 9.19.19.19.19.1 8.78.78.78.78.7 8.78.78.78.78.7 17.917.917.917.917.9
 outwar outwar outwar outwar outwarddddd 1.51.51.51.51.5 1.81.81.81.81.8 1.51.51.51.51.5 1.91.91.91.91.9 3.13.13.13.13.1

Argentina
inward 6.9 7.4 6.4 9.9 13.9
outward 8.0 6.9 4.3 3.8 5.4

Bolivia
inward 8.4 11.6 21.1 23.3 44.6
outward - - 0.2 0.3 0.3

Brazil
inward 7.4 11.5 8.0 6.0 17.1
outward 0.3 0.6 0.5 0.8 1.4

Chile
inward 3.2 14.1 33.2 26.2 40.4
outward 0.2 0.6 0.6 4.7 11.7

Colombia
inward 4.4 7.6 12.2 10.6 20.0
outward 0.4 0.9 1.0 1.3 2.6

/...
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Annex table B.6.  Annex table B.6.  Annex table B.6.  Annex table B.6.  Annex table B.6.  Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998
(Percentage)

Region/economy 1980 1985 1990 1995 1998

Ecuador
inward 6.1 8.1 15.2 19.1 28.2
outward .. .. .. .. ..

Guyana
inward - - - 56.3 73.8
outward .. .. .. 0.3 0.1

Paraguay
inward 4.9 6.5 7.6 10.8 17.5
outward 0.7 1.0 1.5 2.6 2.7

Peru
inward 4.3 6.1 4.0 9.4 12.5
outward - 0.2 0.2 0.2 0.4

Suriname
inward .. .. .. .. ..
outward .. .. .. .. ..

Uruguay
inward 6.9 15.8 10.5 7.2 8.2
outward 0.2 0.7 0.5 0.1 0.2

Venezuela
 inward 2.7 2.6 4.7 9.0 20.1
outward - 0.3 4.6 5.1 5.5

  Other Latin America and the Caribbean  Other Latin America and the Caribbean  Other Latin America and the Caribbean  Other Latin America and the Caribbean  Other Latin America and the Caribbean
inwarinwarinwarinwarinwarddddd 5.05.05.05.05.0 7.67.67.67.67.6 14.514.514.514.514.5 22.522.522.522.522.5 24.024.024.024.024.0
outwaroutwaroutwaroutwaroutwarddddd 0.80.80.80.80.8 2.42.42.42.42.4 3.03.03.03.03.0 4.34.34.34.34.3 3.73.73.73.73.7

Antigua and Barbuda
inward 20.9 46.5 74.5 88.6 82.9
outward .. .. .. .. ..

Aruba
inward .. .. 15.1 16.4 46.6
outward .. .. .. 0.8 0.8

Bahamas
inward 22.3 12.7 10.8 14.2 22.8
outward 21.3 6.6 49.4 34.2 28.8

Barbados
inward 11.8 10.3 9.9 12.1 11.6
outward 0.6 1.0 1.3 1.7 1.6

Belize
inward 6.4 5.0 17.7 25.0 28.6
outward .. .. .. 1.7 3.6

Bermuda
inward 837.1 774.2 871.0 1211.0 1427.2
outward 118.1 192.5 97.5 113.8 180.9

Cayman Islands
inward .. .. 355.5 479.8 1124.3
outward .. .. 176.4 280.3 516.4

Costa Rica
inward 13.9 24.4 25.3 30.3 40.3
outward 0.1 0.7 0.8 0.7 0.8

Cuba
inward - - - 0.2 0.4
outward .. .. .. .. ..

Dominica
inward .. 5.7 39.9 86.3 96.1
outward .. .. .. .. 1.3

Dominican Republic
inward 3.6 5.9 8.1 14.3 18.2
outward .. .. .. 0.3 0.3
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Annex table B.6.  Annex table B.6.  Annex table B.6.  Annex table B.6.  Annex table B.6.  Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998
(Percentage)

Region/economy 1980 1985 1990 1995 1998

El Salvador
inward 4.3 4.7 4.4 3.1 9.9
outward .. .. .. .. -

Grenada
inward 1.7 9.8 31.7 60.6 92.9
outward .. .. .. .. ..

Guatemala
inward 8.9 10.8 22.7 15.1 16.0
outward .. .. .. .. ..

Haiti
inward 5.4 5.6 5.0 6.2 4.7
outward .. .. .. .. ..

Honduras
inward 3.6 4.7 12.5 15.6 17.6
outward .. .. .. .. ..

Jamaica
inward 18.7 22.7 17.1 28.7 32.0
outward 0.2 0.2 1.0 5.9 7.6

Mexico
inward 0.9 1.1 8.5 14.4 14.3
outward - 0.3 0.2 1.4 1.4

Netherlands Antilles
inward 65.6 5.1 13.2 13.1 23.4
outward 1.1 0.9 1.3 0.9 -

Nicaragua
inward 5.1 4.1 11.3 18.7 39.0
outward .. .. .. .. ..

Panama
inward 66.4 56.2 39.3 40.1 65.8
outward 22.9 40.8 78.8 57.8 75.6

Saint Kitts and Nevis
inward 2.1 40.5 102.0 104.8 114.1
outward .. .. .. .. ..

Saint Lucia
inward 70.1 90.7 75.7 93.0 97.4
outward .. .. .. .. ..

Saint Vincent and the Grenadines
inward 2.0 7.5 24.4 68.9 102.6
outward .. .. .. .. ..

Trinidad and Tobago
inward 15.7 23.7 41.3 68.4 93.3
outward .. 0.2 0.4 0.4 0.4

Virgin Islands
inward .. .. .. .. ..
outward .. .. .. .. ..

 De De De De Developing Eurveloping Eurveloping Eurveloping Eurveloping Europeopeopeopeope
inwarinwarinwarinwarinwarddddd 13.813.813.813.813.8 28.228.228.228.228.2 5.85.85.85.85.8 7.67.67.67.67.6 15.715.715.715.715.7
outwaroutwaroutwaroutwaroutwarddddd .......... .......... 1.51.51.51.51.5 2.92.92.92.92.9 3.33.33.33.33.3

Bosnia and Herzegovina
inward .. .. .. .. ..
outward .. .. .. 0.9 2.3

Croatia
inward .. .. .. 2.6 13.1
outward .. .. .. 3.7 4.7

Malta
inward 13.8 28.2 20.1 30.0 43.5
outward .. .. .. 0.1 1.1

/.../.../.../.../...
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  AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.6.le B.6.le B.6.le B.6.le B.6.          InwarInwarInwarInwarInward and outward and outward and outward and outward and outward FDI stocd FDI stocd FDI stocd FDI stocd FDI stocks as a perks as a perks as a perks as a perks as a percentacentacentacentacentaggggge of gre of gre of gre of gre of gross domestic pross domestic pross domestic pross domestic pross domestic product,oduct,oduct,oduct,oduct,
bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998

(Percentage)

Region/economy 1980 1985 1990 1995 1998

Slovenia
inward .. .. 3.8 9.4 14.5
outward .. .. 1.5 2.7 2.8

TFYR Macedonia
inward .. .. .. 1.6 5.5
outward .. .. .. .. -

 Asia Asia Asia Asia Asia
inwarinwarinwarinwarinwarddddd 4.94.94.94.94.9 9.39.39.39.39.3 10.210.210.210.210.2 13.613.613.613.613.6 20.220.220.220.220.2
outwaroutwaroutwaroutwaroutwarddddd 0.70.70.70.70.7 1.01.01.01.01.0 2.82.82.82.82.8 6.16.16.16.16.1 9.09.09.09.09.0

          WWWWWest Asiaest Asiaest Asiaest Asiaest Asia
inwarinwarinwarinwarinwarddddd ----- 8.28.28.28.28.2 6.56.56.56.56.5 7.17.17.17.17.1 7.67.67.67.67.6
outwaroutwaroutwaroutwaroutwarddddd 0.70.70.70.70.7 1.31.31.31.31.3 3.43.43.43.43.4 1.21.21.21.21.2 0.50.50.50.50.5

Bahrain
inward 2.1 10.8 13.8 43.8 92.7
outward 20.5 17.7 18.0 19.0 29.5

Cyprus
inward 21.4 32.6 20.6 16.8 18.6
outward .. - 0.2 1.4 3.4

Iran, Islamic Republic
inward 2.0 2.2 1.0 0.8 0.5
outward .. .. .. - -

Iraq
inward .. .. .. .. ..
outward .. .. .. .. ..

Jordan
inward 4.0 9.6 15.3 9.5 17.6
outward 3.0 2.3 2.7 0.3 -

Kuwait
inward 0.1 0.2 0.2 0.2 1.8
outward 2.0 4.3 19.8 10.5 6.4

Lebanon
inward 0.5 0.9 1.9 0.9 3.1
outward - 1.1 - - -

Oman
inward 9.1 12.6 16.9 16.6 16.8
outward - 0.4 - - 0.2

Qatar
inward 1.1 1.2 0.7 5.7 5.1
outward .. .. .. 0.4 0.9

Saudi Arabia
inward - 25.2 21.5 17.8 22.7
outward 0.1 0.5 1.7 1.3 1.3

Syrian Arab Republic
inward .. 0.2 1.6 1.9 2.1
outward .. .. .. .. -

Turkey
inward 0.2 0.5 0.9 3.0 3.8
outward .. .. .. 0.2 0.5

United Arab Emirates
inward 1.4 1.8 2.2 4.4 4.4
outward - - 0.3 0.2 -

Yemen
inward 1.3 2.5 1.1 55.2 30.6
outward .. - 0.1 0.1 -
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Annex table B.6.  Annex table B.6.  Annex table B.6.  Annex table B.6.  Annex table B.6.  Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998
(Percentage)

Region/economy 1980 1985 1990 1995 1998

  Central Asia  Central Asia  Central Asia  Central Asia  Central Asia ----- ----- ----- ----- -----
inwarinwarinwarinwarinwarddddd .......... .......... .......... 8.88.88.88.88.8 25.625.625.625.625.6
 outwar outwar outwar outwar outwarddddd .......... .......... .......... ----- 0.50.50.50.50.5

Armenia
inward .. .. .. 1.2 17.4
outward .. .. .. .. 0.6

Azerbaijan
inward .. .. .. 14.6 76.1
outward .. .. .. .. 3.3

Georgia
inward .. .. .. 1.1 3.8
outward .. .. .. .. ..

Kazakhstan
inward .. .. .. 14.6 35.7
outward .. .. .. - -

Kyrgyzstan
inward .. .. .. 9.7 20.5
outward .. .. .. .. -

Tajikistan
inward .. .. .. 3.9 7.6
outward .. .. .. .. ..

Turkmenistan
inward .. .. .. 4.6 33.3
outward .. .. .. .. ..

Uzbekistan
inward .. .. .. 2.5 5.6
outward .. .. .. .. ..

 South, East and South-East Asia South, East and South-East Asia South, East and South-East Asia South, East and South-East Asia South, East and South-East Asia
inwarinwarinwarinwarinwarddddd 7.97.97.97.97.9 9.79.79.79.79.7 11.211.211.211.211.2 15.015.015.015.015.0 23.323.323.323.323.3
outwaroutwaroutwaroutwaroutwarddddd 0.80.80.80.80.8 1.01.01.01.01.0 2.82.82.82.82.8 7.17.17.17.17.1 11.311.311.311.311.3

Afghanistan
inward 0.5 0.3 0.1 0.3 0.6
outward .. .. .. .. ..

Bangladesh
inward 0.4 0.5 0.5 0.5 1.5
outward .. .. - - -

Brunei Darussalam
inward 0.4 0.9 0.8 1.4 1.7
outward .. .. .. 1.4 2.5

Cambodia
inward .. .. 13.4 17.0 22.3
outward .. .. .. - -

China
inward 3.1 3.4 7.0 19.6 27.6
outward - - 0.7 2.3 2.4

Hong Kong, China
inward 80.5 81.4 62.6 51.0 65.7
outward 0.5 6.7 17.7 61.2 92.0

India
inward 0.7 0.5 0.5 1.7 3.4
outward 0.1 0.1 - 0.1 0.2

Indonesia
inward 14.2 28.6 34.0 25.0 77.3
outward .. - - 0.6 2.4
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Annex table B.6.  Annex table B.6.  Annex table B.6.  Annex table B.6.  Annex table B.6.  Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998
(Percentage)

Region/economy 1980 1985 1990 1995 1998

Korea, Democratic People’s Republic
inward .. .. 3.0 10.8 11.3
outward .. .. .. .. ..

Korea, Republic of
inward 1.8 2.3 2.0 2.1 6.1
outward 0.2 0.5 0.9 2.2 6.5

Lao People’s Democratic Republic
inward 0.4 0.1 1.6 11.9 42.6
outward .. .. .. .. ..

Macau, China
inward .. 0.6 0.3 0.2 0.4
outward .. .. .. .. ..

Malaysia
inward 21.1 23.7 24.1 32.9 67.0
outward 0.8 4.4 6.2 12.8 22.6

Maldives
inward 11.3 3.8 17.1 22.5 23.2
outward .. .. .. .. ..

Mongolia
inward .. .. .. 2.8 8.1
outward .. .. .. 0.1 0.3

Myanmar
inward - - 0.7 1.0 1.2
outward .. .. .. .. ..

Nepal
inward - - 0.3 0.9 2.1
outward .. .. .. .. ..

Pakistan
inward 2.9 3.5 4.8 9.1 14.4
outward 0.2 0.4 0.6 0.7 0.7

Philippines
inward 3.9 8.5 7.4 8.2 14.3
outward 0.5 0.6 0.3 1.6 2.6

Singapore
inward 52.9 73.6 76.3 70.0 85.8
outward 31.7 24.8 20.9 41.2 56.1

Sri Lanka
inward 5.7 8.7 8.5 10.0 13.2
outward .. - 0.1 0.3 0.2

Taiwan Province of China
inward 5.8 4.7 6.1 6.0 7.8
outward 0.2 0.3 8.0 9.7 14.7

Thailand
inward 3.0 5.1 9.6 10.4 17.5
outward - - 0.5 1.3 1.7

Viet Nam
inward 0.2 0.6 4.5 30.8 54.5
outward .. .. .. - -

     The PThe PThe PThe PThe Pacificacificacificacificacific
inwarinwarinwarinwarinwarddddd 28.528.528.528.528.5 24.024.024.024.024.0 28.628.628.628.628.6 25.125.125.125.125.1 29.429.429.429.429.4
outwaroutwaroutwaroutwaroutwarddddd 0.30.30.30.30.3 1.01.01.01.01.0 2.12.12.12.12.1 1.91.91.91.91.9 3.33.33.33.33.3

Fiji
inward 29.7 34.4 30.5 37.0 35.7
outward 0.2 1.3 6.6 6.6 8.7

Kiribati
inward .. - 1.2 2.5 5.6
outward .. .. .. - -
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AnneAnneAnneAnneAnnex tabx tabx tabx tabx table B.6.le B.6.le B.6.le B.6.le B.6.          InwarInwarInwarInwarInward and outward and outward and outward and outward and outward FDI stocd FDI stocd FDI stocd FDI stocd FDI stocks as a perks as a perks as a perks as a perks as a percentacentacentacentacentaggggge of gre of gre of gre of gre of gross domestic pross domestic pross domestic pross domestic pross domestic product,oduct,oduct,oduct,oduct,

bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998
(Percentage)

Region/economy 1980 1985 1990 1995 1998

New Caledonia
inward .. - 1.6 2.5 2.9
outward .. .. .. .. ..

Papua New Guinea
inward 29.4 28.2 49.1 33.1 43.6
outward 0.4 0.9 0.2 0.1 0.2

Vanuatu
inward 29.0 52.3 71.9 105.0 137.8
outward .. .. .. .. ..

Samoa
inward 0.4 0.8 5.4 14.5 15.7
outward .. .. .. .. ..

Solomon Islands
inward 23.8 20.0 32.8 38.3 54.7
outward .. .. .. .. ..

Tonga
inward .. 0.2 0.7 5.2 9.0
outward .. .. .. - -

Central and Eastern EurCentral and Eastern EurCentral and Eastern EurCentral and Eastern EurCentral and Eastern Europeopeopeopeope ----- ----- ----- ----- -----
inwarinwarinwarinwarinwarddddd .......... .......... 1.51.51.51.51.5 5.25.25.25.25.2 12.112.112.112.112.1
 outwar outwar outwar outwar outwarddddd .......... ----- 0.30.30.30.30.3 0.80.80.80.80.8 1.71.71.71.71.7

Albania
inward .. .. .. 8.3 12.6
outward .. .. .. 2.0 2.3

Belarus
inward .. .. .. 0.3 3.3
outward .. .. .. .. -

Bulgaria
inward .. .. - 2.6 12.3
outward .. .. .. 0.3 -

Czech Republic
inward .. .. 4.3 14.5 26.1
outward .. .. .. 0.7 1.5

Estonia
inward .. .. .. 20.2 35.6
outward .. .. .. 1.9 3.9

Hungary
inward .. .. 1.7 22.4 33.2
outward .. .. 0.6 0.9 2.3

Latvia
inward .. .. .. 13.8 25.2
outward .. .. .. 5.2 4.5

Lithuania
inward .. .. 4.4 5.8 15.2
outward .. .. .. - 0.1

Moldova, Republic of
inward .. .. .. 6.6 17.2
outward .. .. .. 1.3 1.2

Poland
inward .. .. 0.2 6.6 15.1
outward .. - 0.2 0.5 0.8

Romania
inward .. .. 2.0 3.2 10.4
outward .. .. 0.2 0.3 0.3

 Russian Federation
inward .. .. .. 1.6 5.0
outward .. .. .. 0.9 2.6
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Annex table B.6.  Annex table B.6.  Annex table B.6.  Annex table B.6.  Annex table B.6.  Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,
bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998

(Percentage)

Region/economy 1980 1985 1990 1995 1998

Slovakia
inward .. .. 0.6 7.2 12.1
outward .. .. .. 2.2 3.2

Ukraine
inward .. .. .. 2.5 6.6
outward .. .. .. 0.2 0.2

Memorandum:

Least deLeast deLeast deLeast deLeast developed countries:veloped countries:veloped countries:veloped countries:veloped countries:     aaaaa

TTTTTotalotalotalotalotal
inwarinwarinwarinwarinwarddddd 1.81.81.81.81.8 3.43.43.43.43.4 4.44.44.44.44.4 6.96.96.96.96.9 7.47.47.47.47.4
outwaroutwaroutwaroutwaroutwarddddd 0.70.70.70.70.7 2.72.72.72.72.7 1.01.01.01.01.0 1.11.11.11.11.1 1.91.91.91.91.9

 Africa Africa Africa Africa Africa
inwarinwarinwarinwarinwarddddd 2.32.32.32.32.3 4.84.84.84.84.8 7.37.37.37.37.3 16.416.416.416.416.4 21.521.521.521.521.5
outwaroutwaroutwaroutwaroutwarddddd 0.70.70.70.70.7 4.54.54.54.54.5 2.82.82.82.82.8 3.73.73.73.73.7 5.45.45.45.45.4

Latin America and the CaribbeanLatin America and the CaribbeanLatin America and the CaribbeanLatin America and the CaribbeanLatin America and the Caribbean
inwarinwarinwarinwarinwarddddd 5.45.45.45.45.4 5.65.65.65.65.6 5.05.05.05.05.0 6.26.26.26.26.2 4.74.74.74.74.7
outwaroutwaroutwaroutwaroutwarddddd .......... .......... .......... .......... ..........

Asia and the PAsia and the PAsia and the PAsia and the PAsia and the Pacificacificacificacificacific
inwarinwarinwarinwarinwarddddd 0.60.60.60.60.6 0.90.90.90.90.9 1.11.11.11.11.1 2.82.82.82.82.8 2.62.62.62.62.6
outwaroutwaroutwaroutwaroutwarddddd .......... ----- ----- ----- -----

  Asia
inward 0.5 0.7 0.9 2.6 2.4
outward .. - - - -

    West Asia
inward 1.3 2.5 1.1 55.2 30.6
outward .. - 0.1 0.1 -

   South, East and South-East Asia
inward 0.3 0.4 0.8 1.3 1.7
outward .. .. - - -

  The Pacific
inward 17.9 24.2 34.6 51.9 65.6
outward .. .. .. - -

Oil-eOil-eOil-eOil-eOil-exporxporxporxporxporting countries:ting countries:ting countries:ting countries:ting countries: b b b b b

TTTTTotalotalotalotalotal
inwarinwarinwarinwarinwarddddd 3.43.43.43.43.4 10.410.410.410.410.4 14.014.014.014.014.0 17.817.817.817.817.8 22.222.222.222.222.2
outwaroutwaroutwaroutwaroutwarddddd 0.30.30.30.30.3 1.31.31.31.31.3 2.72.72.72.72.7 3.33.33.33.33.3 3.53.53.53.53.5

 Africa Africa Africa Africa Africa
inwarinwarinwarinwarinwarddddd 6.86.86.86.86.8 10.110.110.110.110.1 15.115.115.115.115.1 24.924.924.924.924.9 23.423.423.423.423.4
outwaroutwaroutwaroutwaroutwarddddd 0.20.20.20.20.2 2.62.62.62.62.6 5.55.55.55.55.5 6.76.76.76.76.7 5.75.75.75.75.7
North Africa

inward 12.7 13.7 13.6 20.1 17.1
outward 0.3 0.4 0.6 0.6 1.0

Other Africa - - - - -
inward 2.8 6.6 19.1 38.7 42.4
outward - 5.7 21.5 27.3 22.6

 Latin America and the Caribbean Latin America and the Caribbean Latin America and the Caribbean Latin America and the Caribbean Latin America and the Caribbean
inwarinwarinwarinwarinwarddddd 1.91.91.91.91.9 2.62.62.62.62.6 8.98.98.98.98.9 14.414.414.414.414.4 17.117.117.117.117.1
outwaroutwaroutwaroutwaroutwarddddd ----- 0.30.30.30.30.3 0.90.90.90.90.9 2.22.22.22.22.2 2.12.12.12.12.1
South America - - - - -

inward 3.6 4.0 7.7 11.7 23.1
outward - 0.3 4.2 4.7 5.0

Other Latin America and the Caribbean
inward 1.3 2.0 9.1 15.4 15.4
outward - 0.3 0.2 1.4 1.4
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Annex table B.6.  Annex table B.6.  Annex table B.6.  Annex table B.6.  Annex table B.6.  Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,Inward and outward FDI stocks as a percentage of gross domestic product,
bbbbby region and economy region and economy region and economy region and economy region and economyyyyy,,,,, 1980, 1980, 1980, 1980, 1980, 1985, 1985, 1985, 1985, 1985, 1990, 1990, 1990, 1990, 1990, 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998 1995 and 1998

(Percentage)

Region/economy 1980 1985 1990 1995 1998

 Asia Asia Asia Asia Asia
inwarinwarinwarinwarinwarddddd 2.92.92.92.92.9 16.516.516.516.516.5 17.517.517.517.517.5 17.717.717.717.717.7 26.526.526.526.526.5
outwaroutwaroutwaroutwaroutwarddddd 0.70.70.70.70.7 1.31.31.31.31.3 2.72.72.72.72.7 3.03.03.03.03.0 3.93.93.93.93.9
West Asia

inward - 11.2 9.8 9.3 9.6
outward 0.6 1.4 3.7 1.8 1.2

South, East and South-East Asia
inward 15.2 26.5 30.6 27.0 70.5
outward 0.8 1.2 1.7 4.2 10.8

All deAll deAll deAll deAll developing countries minveloping countries minveloping countries minveloping countries minveloping countries minus Chinaus Chinaus Chinaus Chinaus China
inwarinwarinwarinwarinwarddddd 5.65.65.65.65.6 10.010.010.010.010.0 10.910.910.910.910.9 12.512.512.512.512.5 18.618.618.618.618.6
outwaroutwaroutwaroutwaroutwarddddd 1.01.01.01.01.0 1.81.81.81.81.8 2.92.92.92.92.9 5.35.35.35.35.3 7.67.67.67.67.6

Asia and the PAsia and the PAsia and the PAsia and the PAsia and the Pacificacificacificacificacific
inwarinwarinwarinwarinwarddddd 5.05.05.05.05.0 9.49.49.49.49.4 10.310.310.310.310.3 13.613.613.613.613.6 20.320.320.320.320.3
outwaroutwaroutwaroutwaroutwarddddd 0.70.70.70.70.7 1.01.01.01.01.0 2.82.82.82.82.8 6.16.16.16.16.1 9.09.09.09.09.0

Africa incAfrica incAfrica incAfrica incAfrica including South Africaluding South Africaluding South Africaluding South Africaluding South Africa
inwarinwarinwarinwarinwarddddd 9.09.09.09.09.0 10.510.510.510.510.5 11.511.511.511.511.5 17.417.417.417.417.4 19.419.419.419.419.4
outwaroutwaroutwaroutwaroutwarddddd 2.12.12.12.12.1 5.25.25.25.25.2 7.27.27.27.27.2 9.49.49.49.49.4 9.89.89.89.89.8

Source: UNCTAD, FDI/TNC database.

a Least developed countries include: Afghanistan, Angola, Bangladesh, Benin, Burkina Faso, Burundi, Cambodia, Cape
Verde, Central African Republic, Chad, Comoros, Democratic Repunlic of Congo, Djibouti, Equatorial Guinea, Ethiopia,
Gambia, Guinea, Guinea-Bissau, Haiti, Kiribati, Lao People’s Democratic Republic, Lesotho, Liberia, Madagascar, Malawi,
Maldives, Mali, Mauritania, Mozambique, Myanmar, Nepal, Niger, Rwanda, Western Samoa, Sierra Leone, Solomon
Islands, Somalia, Sudan, Togo, Uganda, United Republic of Tanzania, Vanuatu, Yemen and Zambia.  Not included are
Bhutan, Er itrea, Sao Tome and Principe and Tuvalu due to unavailability of data.

b Oil-expor ting countries include: Algeria, Angola, Bahrain, Brunei Darussalam, Cameroon, Congo, Ecuador, Egypt, Gabon,
Indonesia, Islamic Republic of Iran, Iraq, Kuwait, Libyan Arab Jamahiriya, Malaysia, Mexico, Nigeria, Oman, Qatar,
Saudi Arabia, Trinidad and Tobago, Tunisia, United Arab Emirates and Venezuela.
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