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DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org
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The subject of forelgu private investunent, copecially the relationship
between developing countrics and private investors, i an arca that has pre-
occupicd the United Nations for soor time.

Article 50 of the International Tovolopacnt Stratepy, which was unanimously
adopted by the 25th Session of the Cerieral Assembly (General Asscmbly Resolution
2626 (XXV))to guide the Second Un;lt;d Nations Developnent Decade, stresses the
need for a creative partnership between developing countries and foraiga

iavestors to enhance the development process in the world.

Article 50, Internatlonal Develonmen: Stratcpy

“Peveloping countries will adopt apprapriate measurcs for
iuviting, stinulating and muking cffective use of foreign private
eapital, taking 1ato eccount the arces in which such capital should
bs sought and bearing in mind the ilmpor<mes for its attractlea of

* conditions conduciva to sustained duvestment. Developed countrdes,
on thelr part, will consider adopting furthee measures to eacouraga
the flov of private capltal to developing countries. Foreign peivate
iavestront in devolopluy countries should be undertaken ia a manaer
eonaistent with the developing objcctives and priovities establishoed
in their national plans, Foreign private investors in developing
eountrics should endeavour to provide for an fancrease In the local
share in manigensat and administration, employment and training of
Jocal labowr, includiang persommel ot the managerial and technical
lovels, participation of local caplital and roiavestment of profits,
Bfforts will be made to foster bettor understanding of the vights
and obligations of both hosi and cipltal-expor cing countvies, aw
wall as of individual investors.”

The desirability of attractiyp to developing countries privat: foreign
t Anvestaent in ficld; and on terms that are politically acceptabla as well as
seonomically and sockally benellclad te e coualrie hs.s;x Lund tooquenily
alfirwed {n the resolutiona of the General Aan-ilily and the Keononic and Soctal
In the preasbular part of its reselution 1359(XLV) of 2 August 1968,
the Econowic and Social Council cxpressed the belief "that o dialogue between
represcntativos of the devcloping couatrier and Forcign investors to review

the various aspects of the queation of promotiug private tnvestwent {n doveloping




countysies would procide wsoful 1aforar: fon ot the aims and intorests of che

portics concerucd wad nlghit pa'ee Iropec s i™e to establish bhasen of reconciliation

and to formulate nov procotion m sncen L be pul beior. tle. developing and
developed countrica,

In the coniext of tha search fov appropriate weans for dealiug with the
problem, the United Nations sponsored thieg panels on foreign investueat:

The Flrst Pancl on Foreign Tnvestment wet in Ambterdaml/ at the invitation of
the Netherlands' government from 16-20 Tebruary 1969, Orgonized on a world-
wide level, it brought together high~ranking govermment officials from doveloping
counirles, prominent International buslincasmen and represeutatives of international
organizations.

A Sccon' Pencl which dealﬁ Qith foreign tavestmzat in Latin &ms'icay was
- eonvenad §n Kedellln from 8-11 Jtme 1970 at the invitation of the government of
Columbia and co-sponsored by the O:gantzation of Anerican Stai:s and the Inter-
dmerican Developmant Bank aod attesded by participants from the three categorios,
as at the Flrsi Fouel, as well as by leading businessacn from Latin American
eountrien,

The Tokyo 2‘:;&:31,,53-! the third of a serfes, met un n world-vide basias from
29 Bovesbee = 2 Deemabor 1971 10 Tokyo at the Invitatlon of the Japancse ’,
Covermment. 10 was attended by mintstess and othor high-canking »ffieciala éraa
doveloping countrics, premiaent busineoc.en fros davelopoed 3%6 doveloplug a@gﬁ%zié#.“

aml represeatativdy of internationnl ovganizations. Participaots atm&ﬁ the

Panals in thair pers mal eapocity.
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that appropriate arvengewcnts should be made at the aationa) apd sub~regional

The discusnions of oo Pokyo Paacl vere Lrouped aad rothre heodings: The

Impact of Forciyn Tovestoent on Doveloping Countricc in the contest of Wational

eevelopment Urioritiess Foows of ¥ore ca Caceataent, beeladin: Contractusl Aproo

" . A . - R
ments; and The Traesfor of Teeimoloby throw i I'rivate Fareioo [nvestuent.

The Panels' discnssions were based on the recogunltion thar aececlotated Tlows
of capltals across fronticrs, parileular!y ion coubined with ,x:hﬁ transfer of
technology, of the spirit of evterprise and managerial ability were essential
to the progress of the developiuz countries as well ns to the establishreut of a
more satisfactory internationsl economlce erder. The Panel considercd chat the
foreign investment could imcrrase output and incomes, hoost camployment and
productivity, hclp tranmsfer monagenent and pfﬂéts:tiéa tochniques, and help
expand exports and tax reveaues. The discussions also reflected the assuu,tlon
that the earryiﬂgmi of private foreign investment is a co-oporative effert
involving both the private forcign investors and the host country. It was
therviore nececsary to seek a niddle-of-the-road approach which enabled

foreign invoatment to be used wichin the framework of a country's development

i:mg:m while respseting its sovereignty and notional intevast,
ﬂaé Panel izgraat 1t was the developing comntries' aim to obtaln, ;&iﬁge;tivgly

absorb and diffuse into thzlr ccor Lo the nécessary know-how and mvagerisl

cogthility fa z.%*gtrymﬁx ;zpztzfégrf%fmf» forre. I oowlagteld, m@q**a;z, the ;

ncad for furthor rescarch and doveloiont to suit lecal woeds. And, huoe

ctant ares vhere close velatlonohips cxist between pelvate

fndustry, the 3¢iewgt§,i¢, establishmont and the g verng Tt;'t; tﬁs

level to factlitate the exchuavge of information and savoth the befaping-in and

luplantation of fereign techaoclony to developing eotuwries.
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The Pancl was of the opinion that increased regional co-operation would
ercate nev investment opportonities and streopthen the inctitutional friuece-
vork.  The point vas saphasised oopecially 10 conuneezion vith the uced to
c:itablishh reglopa) markets. These would be an additional incentive to private
investment, d:s to the cconomics of seale “hey would moke ponsible,

It was obscrved that winy of the prablems vhich arose betweea foreign
inventors and host govermacnis, and somuiines between foreign investors and
local businessmon, had stewumed from a sutual wnavarencss of the dicfieulties
foced by each of the partica. A basis for harmonious and fruitful co-opetaﬁm
could, thereiorc, be provided by a body wiich would provide a forva for exchange
of views, information and ideas oa the ;:sfiﬁciyal questions concoruing relations
amoug the poverrmemt, foreipn investurs and local businesseen.

The panel furchermore suggested that the United Hutions could asatset the
developing euuntries by éﬁtimiug and Inteanifying its techuical assistance in
this fleld - with particular emphasis on strengthenlng developing countries
 bargaining poritions im their acpotlations with foreigza investors, and on
preparing appoopriate tnvestaent legislation.

In swinary, the Pancls' findlog an! ruggestions indicated that many
~ developlag countilus wished to uaderiaks ¢ critical rview of their laws,
eotaletloas, polluion md spaettean govoerning Faroisa Inraatmnat; to attrant
forelyn lnvestors on ;m which aca politically aceoptable ond econcatcally

&nd soclally advanta; a8 and te stroagtien thelr bacgalwing éa%i%iaa in

their dealings with foreign investors.
Toe Becratsry-General, on the basis of findings and sugpestions of the
Panels, and on the basis of the fact that the United Natiens {s continmuing to

receive an incecasing nueber of requests from Covermuents for advice in

councetion with mational policies and moaruves and the related subjoct of
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importing technology through various channels, recommended to the Economic
and Social Council a more forceful and systematic U.N. approach to the matter
of aseistance in the {ield of forveign investment involving U.N. actions

.
in tow directions:-

a) Extension and strongthening of the advisory services alveady undertaken
to mest & larger number of governments® roquests for advice in matters of
legislative regulations and priorities relating to private investment.

b) Organirzation of training programes and other facilities to speed the
formation of negotiators, especially in the lsast daveloped countries, so os to *









