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The.authers weuld I'ke.te thankthe jn'ted Nat'ens,_ffaqsiiheugh .
Be, resentat've.for the.Least Devele, ed” euntres, Landleeded Devele, 'ng

Zeuntr'es and Sesall Island Devele, 'n@ States (jN- . Ll .
‘hal'lur Bahenan, #h'ef of Peley Devels, rment and”eerd'nat en fer the.

Least Devele, ed”ountr'es and h's teaes for the'r eneeuragersent, su_stant've.

su,, ert and feed aek'n ts, re, arat'en.Thaniks ge alse te A dul Al'es,
“Phll’y gast'an,Weur’ gless, Ternas Genzalez and Lou'seStod%ard forthe'r

ass’'stanee, te a nues er of @slleagues 'n ‘nternat'enal ergan’sat ens fer

ther feed aeks and te N'Ka B.~larke, M'ehae! . Hansen, Terute sae ,_Zana
“Peter Nunneniaes, , and Lou'sT.N ellsferreven'ng the, a, er and, revidng
theughtful @e exements. All I'nds refereneed nth's, a, er Vere.last aseessed

n 25J une. 2014, unless stherw 'se. 'nd'eated. Any errers eenta'ned 'nth's

) @y er are. of @ourse.these. of the.authers.
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AR

Fere.an d'rest ‘'nvestement (FDI) , lays an “es, ortant rele.'n the. werld
e8oneeny teday and has the,, etent'al te @entr’ ute.tevards aeeelerat ng
the., reeess of cgonees’e grenvth and susta'na le.devels, ruent 'n the. least
devele, ed @euntries (LD”s). The.Istan ul, regrassene of Ast on for the.LD”s
Stresses that | el'e’es te attraet and rela’'n fere @n Nvestesent are. essental
ee sy, onents of nat'enal devels, ruent strate®’es..' The. LD”s have @o s ’tted
thesnselves te @ent nue. strengthen'ng nat'enal, el'e’es and regulatery
frasmen ords for st'emulat'ng fere'@n ‘nvestement 'n, reduet en) ‘dent’fy'ng

) For'ty areas for ‘nvestement and assess'ng de euest’e ea, ae'ty and reseurees
and the extent of ‘nternat enal ‘'nNvestesent needed) and esta I'sh'ng a ene-
v'ndew fae'l'ty fer reg'strat’ en and evers'ght of newv and exst'ng FDI and
other fnane’al flews.

Th's, a, e¢r 's an u, dated and ex anded vers'en of a, a, er or'g nally

) Tey ared for the yn'ted Nat'ens,_1f . -

Least Devele, ed”ountr'es, Landleeded Devels, 'ng# ountres and Sesall
Island Devele, 'ng States (jN- T .

rey ort of the. Seoretary-General 'n res, ense.te General Asse.es ly reselut en
67/220 (su _-'tesn 23 (a)) eall'ng fer the., re, arat'en ofare, ort feaus’ng on
nat'enal, el'e’es and regulatery fraemen ords for st'emulat'ng FDI 'n the. LD”s
and eutl'n'ng o, t'ens and emedal't’'es of Nvestrignt, re et on re@ emes for the.
LD”s. Ity revides a r'ef evervien of regent trends and, atterns 'n FDI flews te
the.LD”s, takes steekefthe., ol'@’ s, re@rarnenes and reasures, ursued y
hest and heene @ountr'es and y ‘nternat'enal ergan’zat’ ens te st'esulate. FBI
flens te, and ‘'nerease.the.r enef'ts for, the.LD”s and f'nally, eutl'nes se rae.

o, t'ens fer ‘nternat'enal ast'en and ee e, crat'en for strengthen'ng sueh fferts.

The.feaus ef the., @, ¢r 's on, ol'€’es and emeasures relatng s, ee’feally te

FDI, but ‘t's em, ertant te resnesn ef thatthe. reader, ol'ey framen orks of
smaeree@eneen'e, trade, ‘'ndustral, see’al and envrenesental, ol'e’es of hest
eeuntr'es are. e, ertant deteres nants of the.suseess (or laskthereof) of fferts
te st snulate.and bene.f't frees 'nward FDI.

tFourth United Nations Conference on the Least Developed Countries, Programme of Action for the Least Developed Countries for the Decade 2011-2020s, Istanbul,
Turkey, 9-13 May 2011, part G (www.un.org/ohrlls).
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FDI b CsAm

FDI ean serve.as an “sn, ertant @e em, lesnent te de sriest’'e Nvestement

and ea, ae'ty u’ld'ng ferthe grenth and devele, rient of the.LD”s. The.
d'st'net've.as, est of FDI ‘s that 't r'ngs 'n a, aekage. of reseurees ea, 'tal,
teshnelegy, sKlls, rnanagesnent knon-hew, emarket’ng @3, a_I't'es along
~vthy reduet'en aet'vit'es, te a hest e@eneesy. hle.these reseurees and
€3, a 'I't'es are.'ntended for use. 'n the. hest-eeuntry aff I'ates and hel,
ema X e Ze., rof'ts for the. 'Nvest'ng transnat’ enal eer, erat’ens (TN"s),
they alse have.a Nuss er of d'rest and 'nd'rest ffests that ean, under

ay, re, rate.@end’t'ens, e ofeens'dera le. eneftforahestcsoneeny.
They ean generate.net enly, reduets ferleeal @ensues, t'en orfor goy ort,
‘Neerrie.and eemy loyement utalse I'nkages and s, ‘llevers that strengthen
the.@a, @ I't'es of dermest @ frems and huswan reseurees, eentr’ ut'ng

te @3, ae'ty- u’ld'ng and aseclerated @rewth 'nthe. hest c@ene sy as

v ell as struetural shange.and ‘ndustral u, grad'ng.  hen the.fres-s, ce'fe
assets that feres the. as’s for ‘'nternat’enal, reduet’en threugh FDI

are., re, erly leveraged and ‘ntegrated ~'th eeuntry-s, e’ f e advantages
of hest c@enern’es, FDI has the,, otent'al te ‘nerease @ensurmer welfare,

) rov'd&rjo s, ra’'se.la_eur and env'rensnental standards, and eentr’ bute.
te “en, reved I'ving standards and, everty allev'at en.?

There.has een asteady r'se.’n FDI flons to the.LD”s s'nee.the. e@'nn'ng
ofthe.ZOO(ﬂ, reflest'ng "o, reverment 'n oth cg@enees’eand, ol'ey fasters
‘nflugne’'ng sueh flews. Hewever, there. 's @ens'dera le.see, e.for further
‘nereases 'n FDI flews, for the'r geo@ra, h'e and sesteral d'vers'feat en,
and fer ene I'zZ’'ng thesn tewards aeeelerat ng the. LD”s’ devele, sient

) Fe@ess. b

aTaln

FDIflews te the.LD”s as a greu, have.r'sen stead’ly s'nee.the.turn of
the eentury. Average annual FDI flen's te the.LD”s arneunted te (jS$ 25
II'en 'n 2011-2013, smere.than three t'emes the.average. flow of jS$ $
‘I"'en 'n 2001-2003 (annexta le)’.The.rate of ‘'nerease. vas sl’'ghtly lewer
an that 'n FDI flews te all devels, 'ng @euntr'es, nh'eh rese. frees an
average. of jS$ 196 ‘l'en, eryearte ;S$744 ‘l'en, eryear etnveen
the.sarme.t trie., e ods, but h'gher than that ¢f average annual I-bDI flews

2 Alan M. Rugman and Jonathan P. Doh, Multinationals and Development (Yale University Press, 2008), chapter I, available at http://Yalepress.yale.edu/yupbooks/book.

asp?aspn=9780300115611.

3 All data on FDI are from or based on data from the UNCTAD FDI database (http://unctadstat.unctad.org), unless otherwise indicated.
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There.are alse d'st'net s’@ns that the.ge0gra, h'eal d'str’ but'on of FDI 'n the.LD#s® y seuree.@ountry ‘s shang'ng.
ude'ng frees a @e e, ar'sen of the.value. of FDI, rerests nthe. LD”s y seuree.res en 'n 2003 and 2010, altheugh
FDI frees Eure, e.@ent'nued te aeeeunt for the. largest share. (20-30, ereent), and that fre s devels, ed @euntr'es
asagreu, fer ever 50, ereent, the.share. of FDI froes devele, 'ng and trans't’ en e@oene es’'es had r'sen @ens’dera bIy
(freem areund 25, ereentte over 40, ereent). h'le. 'nvestenent 'nthe.LD”s fre e several ertier@ ng egone es’'es
(‘nelud'ng”h'na, Ind'a, Malays'a, Seuth Afr'ea) 's enthe.r'se.’'n oth a selute.and relat've.teress, the.r'se.and
“emy ortanee. of FDI frees#h'na s, art'eularly strkng etween 2003 an 200f,fh'nese. FDI flews te the. LD”s rese.
froem jS$ 45 e 'll'en te ;S$ 981 #v’ll'en, and, 'n 2008, 34 LD”s v ere hosts te ~h'nese FDIY. In 2012, Las"PDR,
#aem ed'aand Angela verethe.te, LD” hest g@enees’es arnong the.27 LD”s that were.hests te FDI freen#h'na™,
reflest’ ng the faet that, nh'le.extrast’ ve. ndustr’es attraet large.assounts ef~h'nese. FDI, ether 'ndustr’es are.
“emy ortant targets for 't as well. Data for 2011-2013 she w that devele, N@ heene c8onees’es aseeunted for elese. to
half (46, ereent) of the, est emated value. of 'nwvard greenf'eld FDI, reo rF.cts ‘N the.LD#s™. In redent years, Ind'a was
the.leader asnong devele, 'ng eountres 'n teress of greenfleld FDI 'n LD”s (v 'th nearly US$£ ‘I'en 'n anneuneed
#reenfeld nvesteuents 'n the. LD”s 'n 2012-2013), fellened y Seuth Afr'ea and N'ger'a)j”h'nate,, ed the.l'st
of @euntr'es, devele, n@ as well as devele, ed, 'nterens of FDI threugh eress- erder ruergers and aequ's't'ens
(M&As) 'n the.LD”s, aseeunt'ng fer nearly ;S$ 6 b'll'on of the.LD”s’ cross—bo rder M&A sales 'n 2012-2013",

cDiiDI

The.legat en-s, ce'f'e fasters emet'vat'ng f'ress w'th the.nesessary ewnersh’, -s, e@’'f'@ and ‘nternal’zat’en
advantages te engadle. N d'rest nNvestenent a read have. een olass’f'ed ‘nte natural- reseuree-seekng,
snarket-seekng, eff @ eney-seekng, and ereated-asset-seekn® snes™. hether freas w'th sueh advantages
and eset'vat'ens eheese ene.legat en or anether for the'r FDI dey ends en the. attraet'veness of | otent’al hest
eeuntres nteress of the.losat on-s, ce'f'@ advantages seught vy fress (as well as the. snarket' ng efforts rmade.
te r'ng aeeuntry’s advanta@les te the attent’ en ¢f TN*s). The. IPD’S, ~vththerrelat'vely lew GDP, or 3, 'ta
and as-yet len de@ree of devele, ruent of the'r huesan assets, @an  e.@ens'dered te e at a relat've.d’sadvantage.
‘n attraet'ng FDI, and 'n the. f'rst stage. of vhat has een ealled the. NVestement-devels, rment, ath™, exee, t, erha, s
~hen the.reseurees seught are natural, as 'n the. 8ase. of agrieulture. or ea'n'ng or, 'n serne. @ases, ehea, la_our.
h'le.the.reseuree-seekng smet'vat'en,, r'emar’ly 'n sa'n'ng, quarry’'ng and, etreleuss utalse land fer agreulture.
(e- @., N"asn ed'aandsesseAfr'ean esuntres), has ‘ndeed een the.largest dr'ver of FDI 'n the.LD”s trad't' enally,
as the.sesteral d'str’ ut'en of FDI shews, 't 's net the enly eng, and there.are.s'gns that 'ts “es, ertanee.’s
d'es’'n'sh'ng. That 'nd eates that the. LD”s have, ether e s, et't've.advantages as leeat ens for FDI, or @an devels,
and strengthen sueh advantages, exee, t for ereated assets that requre.streng teghneleg eal e, ab'l't'es.

Inadd't'en te effer'ng o, , ertun't'es for emanufaetur'ng that are.related te FDI 'n gxtraet've.ast'v't'es, the. LD”s,
, art'eularly these. w'th large., o, ulat'ens, ean offer o, , ertun't'es for smarket-seekng FDI 'n other smanufaeturng
‘ndustr’es, sueh as the.feed, be-Ve-ra!Je- and te bau- ‘ndustry vh'eh attraeted ;S$ 1 b'll'on 'n greenfeld FDI

° As measured by the value of net cross-border M&A sales plus that of greenfield projects. See, UNCTAD, Foreign Direct Investment in LDCs, op. cit., figure 1.9, p. 10.
WUNCTAD, Foreign Direct Investment in the LDCs: Lessons Learned and the Way Forward, op. cit., table 1.5, p.11.
1 UNCTAD, Bilateral FDI Statistics 2014, China, available at http://unctad.org/Sections/dite_fdistat/docs/webdiaeia2014d3_CHN.pdf (last visited 29 April 2014).

12 Based on data for 2011 from UNCTAD, World Investment Report 2013, op. cit., table E, p. 73, and on data for 2012-2013 from UNCTAD, World Investment Report
2014, op. cit., table E, p. 82.

¥ UNCTAD, World Investment Report 2014, op. cit., tables E and C, p. 82.

14
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y e rF.ots ‘Nnthe'r e@oness’es 'n 2011-2012. They @an, rmeresver, attrast FDI te serv'ees sueh as elestr'e’ty, #as and

water, trans, ert, sterage.and @e esemun’eat ens, and f'nane’al serv'ees (es, e#’ally ankng), vh'eh alse attraeted
net'eea le.armounts of FDI threugh @reenfeld, rorF.ots 'n the.LD”s 'n 2011-2013. tI}'nally, LD”s ean alse bta'n
eff @' eney-seekng FDI 'nlenv-aestla_eur-'ntens’'ve. smanufaetures fer ey ort, as suggested Yy the.early ey e enee.
of pangladesh 'n the.ready-emade @areuent ‘'ndustry, 'n vh'eh that eeuntry eent'nueste e.an s, ertant ey orter
threugh var'eus eentraet emanufaetur'ng aet'v't'es, and the. ey el enee. of~arn od'a, vh'eh attraets eens’dera le.
FDI, s, e#ally frees#h'na, te the. @arement ‘'ndustry’”. The extent te #h'eh sueh, etent’'al 's erean e.ex lo't

dey ends en the.'nst'tut’'enal and, el'ey frarmen oerkgevern'ng FDI, the. everall el snate. for bus'ness or e@enesn’e
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aHespgin

The.LD”s have. een smakng streng efferts to attraet ‘nereased FDI flows
and enhanee.the. enef'ts for the'r e@oness'es. They are.l” eral’z’ng the'r
nat'enal, el'e’'es N 'th res, ot te ‘'nward FDI and, 'n several eases, , revide.
f'seal and ether ‘'neent'ves te fere @n nvesters. Many have. entered nte
‘lateral, re@ enal and ether ‘nternat enal ‘nvesteuent agreesnents and
ou letaxat’ en treat’'es. Mest of thees have.esta I'shed ‘nvestement
y Feeset’on agene'es or other ‘nst'tut’ens that ean,, lay an ast've.rele.
'n attraet'ng FDI y, rev'd'ng ‘nferenat en te, and ass’st'ng, fere gn
‘nvesters, and they are.takng ste, s te "esy revethe overall envrenesent
foer us'ness. At the.sarne.t'rne, as N several other devele, 'ng eeuntres,
the.dees'nant trend tewvards I” eral’z’ng and, resset'ng nvestement has
eeh aseern, an‘ed y a smevetenards fester'ng a regulatery frasmen ork
or ‘NVesteuent 'n @eneral, and FDI ruere. s, e@'f eally, that takes eeuntr'es’
y art'eular devele, rment geals and eeneerns nte aseeunt, generally
threugh ‘'ndustry-s, cs'f'e restr'et’ ens and eend’t’ ens, ‘'neent’ves and
targeted, reeset onal gfferts.

I. The national policy framework

Mest of the.LD”s are.new o, ente FDI 'n a v'de.range. of ast'v'tes,
as ‘nd'eated y the'r lans and regulat' ens?. There. are, however,
a nuanber of S, e@'f'@, re h'b't'ons and restret'ens "es, esed by eeuNtres.

Occasional Policy Papers Series on the Least Developed Countries: No.1, 2015 | 5



and 100% fere.@n ennersh’, ‘s, eres’tted 'n emest, ut 'nafen, Nelud'ng e'garettes, rnev'es, r'ee e’li'ng,
8csnStene ea'n'ng and, reeess’ng,, u I'sh'ng and, rnt'ng, rad’s and telev's'en, veed and stene.@arv'ng, and
s'lknveav'ng, fere @n ‘nvesteient 's su tte @end't'ens, leeal equ'ty, art'e’, at'en er, rer autherzat'en. In Ha't',
fere @n ‘nvesters are., eren'tted 100, ereent ennersh’, of @ees, an'es and ean enter ‘nte rJo'nt Ventures of any Knd
~'th Ha't'an e't'zens, but the.sale.and, urehase. of @0 e, any shares are. regulated by the. state.

In several LD”s, fere @n enter, r'ses re®e. Ve treateuent ne less faveura le.te that, revided te nat'enal de esest’e
entel, I'ses. Exarn, les of @euntres, rev'd'ng nat enal treatesent ‘'nelude. Afghan’stan, gurkna Fase, gurund’,
Mal’, Mezares ‘que, N'ger, Sae Terme.and™®rne’, ¢, Sene®al, and Zaes "a. There.are.se rrie.eM8ey t'ons, however,
as ‘nthe.ease. of land ewnersh’, . For exarm, le, 'n gen'n,Zaes od’a, I?quato r'al Gu'nea, Las"PDB, L' or'a,
Myanssar, and Bvanda, fere @n ‘nvesters are.net, eres’tted te oewn land but they @an lease. 't fre e others.

F'seal and ether 'neent'ves are., rev'ded te fore @n 'nvesters 'n several LD”s. gangladesh, fer exars, le, offers
fere.@n nvesters taxhel'days and exe.rm, t'ons, redueed "es, ort dut'es on ea, 'tal ge eds, rmaeh’nery ands, are.

y arts and duty-free. "#s, orts for 100% e orters of ready-emade. @arements. In Ha't', ‘nvestement that, rev'des added
value. of at least 35, ereent ‘nthe., reeess'ng of leeal or "oy orted ran emateral are.ej'g'blefor euste rss, taxand

6 | Strengthening Investment Promotion Regimes for Foreign Direct Investment in the Least Developed Countries



Furtherenore, emest LD”s are., arty te ene. or suere.re@ onal e@ene rs'e agreesrnent v'th FDI, rev's’ens?. In the,
Afr'ean re@ on, sueh ag@reesnents nelude.the”" o eneson Market for Eastern and Seuthern Afriea, the. Seuthern Afr'ea
Devels, rmentZ e enenun’ty, the.E@one sn’'eZ o enesun’ty of st Afrea, and the, st Afr'ea Eeeners'e and Mengtary
gn'en. InAs’a and the'Pae'f's, re@ enal agreesnents nelude. the. ASEAN # o rny rehens 've Investaent Agreesnent
and the. ASEAN #h'na Investsent Agreersent. The. Seuth As’an Assee’at on for Beg enal <o o, efat'en 's 'n the.

Occasional Policy Papers Series on the Least Developed Countries: No.1, 2015 | 7



lii. Investment promotion and facilitation

The.LD”s have.re@egn'zed the s, ertanee. of , reesot’'ng and fae’l'tat' ng FDI byJI revid'ng fere @n nvesters
and
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¥ il d X S0\ € neludethe., revis'en of data en the. esone en'e and le@al ‘nvestsent ol enate, the,, ol't'eal
env'r‘*fment and us'ness e, , ertun’t’'es 'n hest @euntries, nferemat en enthe. enef'ts of ‘nternat enal’zat en
and en the legal and e@eneen'e as, eots of ‘nternat’enal ey ans'en, and the,, rev's’en of relevant stat'st'es. _th el
SU, , ert SeSV'ees nelude adv'ee.and eensult’'ng) Nvesteuent en'ss’ ens) emateh-rma kng serv'ees, ‘nelud’ ng eentaets
~'th gevernenents and entre, reneurs 'n hest eeuntr'es and sma'nta'n'ng suatehrnakng data bases) and tra'’n'ng
and edueat’ enal serv'ees related te sutward FDI.

« K& ca & a;\€; nelude grants fer ast'v't'es sueh as feas™ ‘I'ty stud'es and ether, re-'nNvestement ast'vt'es,
ass’st'ng ‘h‘n the.@ests of sett'ng U, everseas off'@es) tran'ng of staff for e.em, leyement 'n fere gn aff I'ates,
eXe8Ut Ve, re@rarnenes for smanagers) and euste en'zed tra'n'ng, regraesemes. They alse ‘nelude.leans
(eeneess’enal and nen-eeneess enal), struetured fnane’'ng o, t'ens,, ubl'c—, rvate/, u l'e, ubl'o r'sksharng
arran@esnients, and devels, rient fnane’ng. _thelfnansdliedsilieSumbtliitlometiiog art'e’, at en, d'rest or
as devels, ruent f'nane’ng.

o Fsca, & a; i\ ; nelude.tax exers, t'ons of var'eus Knds (e.9., exern, t'on fress @er, erate. Neesme.tax on eerta’n
'numk; deduet en fer qual'fy'ng exy end'tures, eer, erate.taxrel’ ef) taxdeferral for ‘Nee enes earned overseas,
and taxered’ts fer eerta’n Knds ef ¢ end'ture.

. Fi\' caf 54X 50 & € ‘neludes arange of nsuranee., redusts esverng e re, r'at'en, var dasage, , ¢l't'eal
V'elenee, 8envers'en of leeal surreney or 'ts transfer sut of the hest @euntry, the.sus, ens’en of ress’ttanees,
and fereed a_andenesent of assets a read y herese-@ountry nvesters. It 's 'ntended to s't'@ate.r'shs assee’ated
~'th ‘'nvest'ne abroad and generally requres the., ayement of a, rees’ues.

Drest ass'stanee. threugh the. emeasures I'sted @ _ove.assureues greater s, ertanee.for enesurag'ng FDI 'n the.LD”s
than 'n ether @euntries. In, art’eular, ‘nferesat en and knewledge. 98, s W'th res, estte avala le.o,, ortun’t'es and
hest-esuntry eend't ens are.|' dely te begreate.r ‘N the.ease of the.feremer, and the.need for, ol't'eal r'sk’'nsuranee.

S euerle. a.ute_

iii. Eligibility conditions for direct support through home-country measures

In emany eeuntres, the. eneasures for d'rest su, , ert deser’ ed a _eve.are.net offered un'feresly te all eutwvard
‘nvesters. Faeters sueh as the.sester or ‘'ndustry 'n wh'eh an ‘'nvesteient ‘s snadey the.s'Ze. of the. 'Nvest'ng f'res)
dest'nat’'en) and effeets of eutward FDI en hest @euntries are.taden ‘nte aeeeunt te deteres ne. Whether an nvester
qual'f'es fer ass’stanee. Se rrie. of the.@end't' ens used ean werkte affest FDI flews te LD%s, os’t'vely. For exars, le,
) feferent'al su, , ertte FDI 'n natural reseurees ean nerease.flows te the. LD”s, 'n emany of vh'eh extraet've.
‘ndustr’es are.the. sma'n attraet en for FDI.

. 5 J'i\ A< Wi, .Altheugh there.are.ne strngent sesteral or ‘ndustral I'ss'tat ens en su, , srt/ass’stanee.te
sutvard ‘nvesters fre e he ene. @ountry ‘nst'tut'ens, a nues er of thees s, e@’fy sesters and ‘ndustres for su, , ert.
They ty, "eally ‘nelude.natural reseurees, energy and nfrastrueture. The. etn, has’s en ass’stanee.te eutwvard FDI
‘n natural reseurees ‘s of relevanee.te st esulat'ng FDI 'n several LD”s, vh'le.that en ass’'stanee.te FDI 'n energy
and ‘nfrastrueture.’s “#x, ertant fer the.LD”s generally, as they are.'n, art'eular nged of sueh ‘'nvestesent 'n erder
te ey reve., reduet’en ea, ae’ty and aeeelerate. gro nvth.
e S£ .Manyherneeountres g've.add't' enal, referent'al su,, ertte FDI y ther semall and rred ures-s'ze.
enter, r'ses (SMEs). Exar, les ‘nelude.the.s, e#'al fnane’'ng I'nes and funds effered te SMEs by the.S, an'sh
f'nane’'ng eer, erat'ens e e, an'a Es, anela de.F'nane’ae’sn de. Dessarrelle (*_EIDEQ)and thednsiiiiis v

£redte _flaalandilemmkelokoiindlicoditigiintdered te SMEs oY the. yn'ted States’ _\elSeashiiale .
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InvestenentZor, erat’en (ELLLNC gl giltuluid el S Gty | o1 'S | dely to o€ of , art’eular ", ortanee.
for, resuet'ng FDI 'n the.LD”s, vh'eh, @'ven the'r relat'vely semall emarkets and I'es'ted su, , ly of sKlls and
huenan ea, 'tal, are. emore. | kely te attraet FDI by SMEs rather than by large.f'ress, exee, t 'n natural reseurees
Nhere, reduet'en ‘s, riesar’ly for gxy ort.

. N4 X . Mesthe e geuntry seasures are.ava’la le.te freas regardless of the. dest'nat’ en of ther FDI.

HewneVer, anuen er of theen eneeurage. Nvestesent 'n's, e@’f'e dest'nat’ ens. Many devels, ed geuntries
have.s, e#'al'zed agene’'es te , revde long-teres f'nane’'ng for, rvate-sester devele, rient 'n devele, 'ng and
trans't'en e@eners’'es y, revdnglean and egqu'ty fnane’'ng fer FDI, rnFsts ‘Nthese @ountries, se emet rres

y takng s'ner'ty equty, es't'ens®. The s'ss en of the. jn'ted States’ P Lol giiutiabommieibintelaigmiiic—y
%c'l'tate.the., art'e’, at'en of n'ted States, r'vate. @, 'tal and sklls 'n the.e#eners'e and see’al devele, sent
of devele, 'N@ @euntres and e@enees’'es ‘ntrans’t en, te @eesy lesnent the. devele, rment ass’stanee. o rest'ves of
the. yn'ted States. P S taananSiiitieliSediambiptabbiltnd ¢ NW-ter #1 fNane’ ng and the., rev'sen of ) ol't'eal r'sk
'nsuranc&,mﬁmmw FDI 'n the.devele, 'ng @euntr'es smest 'n need of ‘nereased
‘NVestement and transfer of teshnelegy, 'nelud’ ng the. LD#s?. Geremany’s devels, ruent f'nanee. ageney, Deutsehe.
Invest't'ens und Entv elungsgesellsehaft ex h (DEG), 's, lae'ng gren 'ng e.es, has's en ass’st'ng ‘nvestesents
'n Afr'ea, ‘'nelud'ng 'n su b—Saharan Afr'ea®t,

Serrie.herne. @ountry emeasures eater s, eo'feally te FDI 'n eerta’n geo@ra, h'eregons, 'n, ursu’t of nat enal
strate@’'es. For exars, le, the”"h'na-Afr'ea Devele, rient Fund, esta I'shed y the. Gevernenent of#h'na

'n 2006, , revides su, , ert fer”h'nese enter, r'ses Nvest'ng 'n Afr'ea, generally ytakng a en'ner'ty share.

N Velted, rorF.ots, ~v'th an ex estat’'en of a, refta le.return en ext. Altheugh sueh su, , ert’s ene. of emany
teels, ‘'nelud'ng arneng ethers d'rest f'nane’al su, , ert y#h'na’s M'n’stry ¢f FFnanee.and related anis, s'nee.
'ts esta I'shmment,”h'nese FDI 'n Afr'ea has @rewn ra, “dly, r's’ng fre es an average. of (jS$ 410 #s'll"en, er year
dur'ne 9004-2006 te yS$3 ll'en, eryear dur'ng 2010-2012, ~'th flenvs te su -Saharan Afr'ea ee e, r's'ng ;S$
2.6 b'll'on“’.The. LD”s Angela, Deruoerat'e Be, u l'e ofZenge, Equaterial Gu'nea, Eth’s, "a, and Zamb'a f'eure.
asmeng the.te, su b—Saharan hest @euntr'es foer#h'nese. FDI 'n 2010-2012.

. Eff J;'\fpl &4 FDL Herne @ountr'es emay alse rmake.ther su,, ertte sutvard nvestsment @end't'enal on 'ts
effests on thghome.and/or hest eeuntries. It emay requre., st ve.devels, rient s, aets en the.hest eeuntry,
N terems, for exarm, le, of » ereat en, ‘nfrastrueture. e, reverments and teshnelegy and kne wvledge. transfer.
F'rems emay alse need te |, revide envreneental and see’al s, aet asseSsenients or reel 8erta’n eer, orate.

res, ons'b'l'ty standards. Fer exarn, le, el'® ‘I'ty for su,, ert freem the. jn'ted States’ Bl LoQiilesdhalia
) Terpat siet the. W erders’ r'ghts standards ef the.Internat’enal Labour,_.:g.a.n;za.t;l.n_'n.d.ud;ng.hhg.ﬂq.hm_'
un'en'ze, eelle8t've. arga'n'ng, su'n'emurn ade. requ resnents, and a, reh” ‘t'en enfereedla _eur®. S'es’larly,
the\J a, an gankfer Internat'enal~ee, erat'en eenduets a rev'en of envrenesental and su'gl eendt ens

~hen emakng a de@’'s'en on fund'ng, and eenduets enen'terng and fellew-u, after the.de@'s'en has een smade’.
Sueh eend’t'enal'ty and fellew-u, are. of, art'eular s, ertanee.for “en, rev'ng hest-eeuntry enef'ts frees FDI
‘nthe.LD”s, vhere.lveal @a, a ‘I't'es for neget'at'ng faveura ble"" nd't'ens w'th fere’@n ‘'nvesters and suen'terng
the. "e, asts of FDI are. ' dely to be.l'm'te.d.

4 OPIC, “Doing business with us: Small business sector,” available at http://www.opic.gov/doing-business-us/small-business-center. In 2012, the share of projects

involving United States small businesses accounted for 73% of OPIC’s total commitments (OPIC, 2012 Annual Report, available at http://www.opic.gov/sites/default/files/
files/OPIC_2012_Final.pdf (last visited 25 June 2014).

4 UNCTAD, World Investment Report 2003: FDI Policies for Development. National and International Perspectives (Geneva: United Nations, 2003), p. 158.

47 In 2012, total commitments by OPIC to projects in low-income countries were US$1.00 billion, and to projects in sub-Saharan Africa, US$ 907 million, out of a total
portfolio of US$ 16.4 billion) (OPIC, 2012 Annual Report, op. cit.).

“ DEG, Annual Report 2012, p. 17, available at https://www.deginvest.de/DEG-deutsche-Dokumente/PDFs-Download-Center/DEG_Annual_Report_2012.pdf (last
visited 25 June 2014). DEG’s financial commitments for 2012 were spread over 40 countries; the LDCs in which funds were made available were Ethiopia, Bangladesh
and Uganda.

4 Based on data from UNCTAD, Bilateral FDI Statistics, 2014 (Geneva: United Nations, 2014), available at http://unctad.org/en/Pages/DIAE/FDI1%20Statistics/FDI-
Statistics-Bilateral.aspx (last visited 25 June 2014).

% OPIC, “Our investor screener,” available at http://www.opic.gov/doing-business-us/our-investor-screener (last visited 25 June 2014).

51 JBIC, “Guidelines for confirmation of environmental and social considerations,” April 2012, available at https://www.jbic.go.jp/wp-content/uploads/page/efforts/
environment/confirm_en/pdf_01.pdf (last visited 25 June 2014), p. 4.
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In the.@entext of 'ts reader adv'sery werk jNZTAD offers adv'ee. en the. sy revesnent of nat'enal nvestement
lanvs and smedels for nternat enal agreessents, ased on ‘ts InvestementPel’ey Frassen oerkfer Susta'na le.
Devels, rment” and 'ts extens've. v erkeson'terng FDI trends and, el'e’es and analyz'ng FDI's ", I'eat ens

for devels, ement. (Belevant ‘s here.alse UN"TAD’s werk ased enthePrne), les fer Bes, ens’ le. Agrieultural
INVest sments®. ' Part eularly “emy ertant are.alse the. 'nvesteient, ol'ey revens (tPBs) for devel *, N@eeuntres
and teshn'eal ass’stanee. 'n the. e, lesnentat' on of re@e enemendat’ ons smade. 'n the rev'ens and aeee, ted v
the.@euntr'es eeneerned. As of Y Une.2014, 17 eut of the.36 uuntrnyBs, ey ared s'nee.the. neg, ton of the.

) regrasnsne.('n 1999) have.feeused on LD”s, ‘nelud'ng gangladesh, gen'n, gurkna Fase, gurund’, Desnoerat’e
Be, u l'e ofZenge, Dr eut’, Eth's, "a, Ha't', Lesethe, Malaw’, Maur'tan‘a, Mozamb'que, Bvanda, S'erra Leone,

J
Uganga, yhn'ted B, ubPo efTanzan’a, and Zaen b'a.,,ne.senw’s 1PBs s the.
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The Wid B& .G v, undertakes a v'de.range. of ast'v't'es that are. of “suenedate.relevanee.te FDI and LD”s,
ty, ‘eally undertaden 'nthe.frarmen orkef aet'vites geared te d'fferently def'ned greu, s of @euntres. Thus, ene.
of MIGA's, r'er't'es ‘'ste gneeurage FDI ‘nte the. vorld’'s, eerest g@ene s’ es®, y, revid'ng, el't'eal r'sk'nsuranee.
te ‘nvesters®Pel't'eal r'sk nelud' ng r'sks relat'ng te fasters sueh as eurreney-eenvert’ ‘I'ty and funds-transfer
restret’ ens, e re, r'at'en and war, rands h'gh arseng the.@enstra'nts te fere gn ‘nvesteient 'n devels,
eeuntr'es, ‘nelud'ng the.LD”s. For exaes, le, 'n 2010, 2011 and 2012, , ol't'eal r'skwas ranked at the.te, of the emest
sny ertant eenstrants fer FDI 'n devele, 'n@ euntr'es (‘'nelud'ng LD”s) 'n a MIGA-Elj survey of fere/@n ‘nvesters’
V'ens®. (Inthe. 2013 survey, rmaere-e@eness’'e ‘nsta I'ty wvas, fer the.f'rst t ene, the.lead' ng eenstra'nt, ut, el't'eal
r'skresnaned a smarsr @eneern®. ) MIGA ee es, lesrents, u I'e and, r'vate.seurees of nvestement ‘nsuranee.
aga'nst, el't'eal r'sds 'n devele, Ng eountres, nelud ng the.least devele, ed armeng thees. Investenent guarantees
) revided P;y MIGA requre.@e e, I'anee. w'th a @e en, rehens've.set of envreneental and see’al, erferesanee.
standards®. _D ettt s tial s ea i alatleselis t'Ve. to | ol't'eal r'skare. SMEs. MIGA's Sesall Investement
“Prograrseme (launehed 'n 2005) , rev'des sueh ‘'nsuranee.at d'sesunted, ress usss, to fae’l'tate. Nvestements
‘nte semall and rued urn-s'Ze entel, r'ses Nvelved 'n fnanee, agr’ us'ness, smanufaeturng, and serv'ees.Th's
y re@rarnsne.’s of 5, e@’al relevanee.te LD”s, as FDI there, S, e#'ally 'n smanufaetur'ng and serv'ees, 's suiere.
I"bely to flow ‘nte senaller enter, r'ses®

MIGA alse , laees a strateg’e feeus en ‘nvestenents 'n 36 eenfl et-affested and frag'le. e@one es’es, 24 of ¥h'eh
Nere.LD”s at the. e@'nn'ng of 2014%. Fer that, ur, ese, MIGA launehed ('nJ une.2013) the.” o nfl et Affested and
Frag'le.E@onees’es Fae’l'ty. In add't' en te MIGA guarantees, the.Fae’l'ty uses dener @entr’ ut'ens and guarantees
te, revide.an ‘n't'al less layer te ‘nsure. ‘nvestement, rnFnts ‘'n fra@'le.and eenfl et @e nteits™.

Th's werk’s e e, lermented ythe lF”’s | rereets te rmanage @r'evanees of ‘nvesters v's- -v's the'r hest @euntries
and, fthese.sheuld eeeur, te seekte reselve thees threugh alternat've d's, ute-settleruent sneshan’sess. (The.
NVeSter-grevanee. rmanagerment, re ant ‘s d'seussed b,5Juv.) Its Investement Adv'sery Serv'ees, artner ~'th leeal
@eVernsaents, r}lst'te. sa'N'str'es, lanvyers asse@’at'ens, us'ness esrgan’zat'ens, and deners te address the.needs

of the,, r'vate.sester 'nd’s, ute.reselut’en and ass’st el'ent @euntries te devele, alternat've.d’s, ute-Settle.rment
rqeshan’seas, ‘nelud'ng 'n s"xLD”s (pangladesh, gurkna Fase,”ass bod'a, the.Selesmen Islands, Sudan, vanuatu)”.

Assess'ng and “es, rev'ng the. 'nvestenent el emate. 'n devele, 'n@ esuntr'es, ‘nelud'ng the. LD”s, s anether "em, ortant
aet'v'ty efthe. orld gankGreu, .Th's ‘neludes the.De'ng gus'ness™Preo rF.ot”.The. erld gankKs Investenent”| snate.
AsSesserents @e ey leement th’s werk y ‘dent'fy’'ng bey @enstra'nts te ‘nvestenent and grenth 'n a eeuntry, as well
as areas ferreferes, enthe. as’'s of , eree, t'ens of entre, reneurs and f'res, erferemanee.'n the.@ountry and the'r
I'nds te quant'tat've.data eellested threugh enter, r'se.surveys. In add't'en, the_N orld gankGreu, 's Fae’l'ty fer

8 Namely, members of the International Development Association.

% MIGA, Annual Report, 2012, available at www.miga.org/documents/AR2012_English.pdf (last visited 25 June 2014). For a detailed discussion, see, MIGA, World
Investment and Political Risk 2013 (Washington, D.C.: MIGA, 2013), DOI:10.1596/978-4648-0039-9 License: Creative Commons Attribution CC BY 3.0, available at
http://www.miga.org/documents/WIPR13.pdf (last visited 25 June 2014).

% MIGA, World Investment and Political Risk 2013, op. cit., table 1, p. 7.
% MIGA, World Investment and Political Risk 2013, op. cit., table 1, p. 7.

7 MIGASs performance standards address assessment and management of environmental and social risks and impacts; labour and working conditions; resource efficiency
and pollution prevention; land acquisition and involuntary settlement; biodiversity conservation and sustainable management of living natural resources; indigenous
people; and cultural heritage. See, MIGA, “Performance standards”, available at www.miga.org/projects/index.cfm?stid=1828 (last visited 25 June 2013).

% MIGA, Investment Guarantees: Small Investment Programme, available at www.miga.org/investmentguarantees/index.cfm?stid=1801 (last visited 25 June 2014). The
program is also available to large TNCs, as long as their projects in the eligible countries meet certain criteria.

8See, World Bank, “Fragile and conflict affected situations (FY14),” available at http://web.worldbank.org/WBSITE/
EXTERNAL/PROJECTS/STRATEGIES/EXTLICUS/0,,CONTENTMDK:22978911~menuPK;4168000~MENU
911PK;4168000~pagePK:4168000~pagePK64171540~piK:64171528!piPK:64171528~theSitePK:51178,00.html (last visited 25 June 2014). This list is adjusted from year
to year, with a new list becoming available on 1 July 2014.

" See, http://www.miga.org/news/index.cfm?aid=3522 (last visited 25 June 2014).
™ “Affordable dispute resolution”, available at https://www.wbginvestmentclimate.org/advisory-services/regulatory-simplification (last visited 25 June 2014).
2\World Bank, “Investment climate: Data and indicators”, available at: http: www.wbginvestmentclimate.org/research-and-diagnostics/ (last visited 25 June 2014).
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use of the. IL_Detlaraiansmiuil gutitlctdniitidnatay ¢, crat'en v'th esn, leyers and werders’ ergan’sat ens,

and, rev'd'ng gu'danee.te gevernesents that seekte attraet emere. 'nvestement and te ‘nerease.trade v 'theut
Corry, rees’'s'ng Voerkers’ rghts and desent eesy loyement ereat en.

In the.@entext of th’s werk the.IL . . ety N I‘OVF.CT, Relter Faster'es,~ae od'a,

s'nee. 2001, ‘'nvelv'ng the.l - . t emanufaeturers, and trade.un’ens. The., Terc8t

vas er'g'nally 'nked te the. jn'ted States*asm ed'aText’le.and A, arel Trade. a@reesment s'@aned 'n 1999 that

“emy 0Sed g N mU Iabour-use.standards *n e ort'ng frens. That, rercet eont'nues W 'th |L_aSS SIS0 it
the.trade. agreettient 's Ne longer 'n offest?’. S en’lar Qeite-rw ords ., re rF.ots Nvelvng the IL__Aleul stk fe—
N s'x ether @ountries, 'nelud’'ng the.LD”s Ha't" and Lesethe, and are., lanned te be.e.)s anded further, 'nelud’ng

threugh a, rer.et 'n gangladesh anneuneed 'n, b VA cog , lase.'n other sestors.

_m?ﬂw
Neta ly, the Il S.Siemmdfiki—ieg bt Salttatiutbontig®e Nt v 0Tk N the. extraet've 'ndustr'es. Threugh teshneal
ass'sgnoe, the IL__saackogleciielgibet.Setiaialcoalague v th the. o rF.ot've of enhane’'ng the., os't've.
eentr’ ut'en of the. extraet’'ve. 'ndustr'este reader "’ ereat en, sklls de.eej o, trient, e@oneese dversfeaten,
and leeal egenees’e devele, rent. Th's NOI’R'S takng , lase. 'n sueh LD”s as Angela, Mezaren ‘que.and Zaen “a,
‘nI'ne.~’th nat’enal devels, rment, rer't'es and 'n oloseoollaborat'on ~N'th gevernesents, as well as nat’enal
erny loyers and werkers’ ergan‘zat’ens.

& Dennis Arnold, “Better work or ®thical fix'? Lessons from Cambodia’s apparel industry”, Global Labour Column, edited by Corporate Strategy and Industrial
Development, available at http://column.global-labour-university.org/2013/11/better-work-or-ethical-fix-lessons-from.html (last visited 25 June 2014).
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TaAPE-DI iDCs

Hest and he ese. @ountr'es as well as ‘nternat enal agene’ es nvelved

‘n efferts te eme 1'ze.FDI for the.susta'na le.devele, ruent of the.LD”s
have e rrie.a leng way 'n ash’ev' ng ther o ant've.s n'th res, estte sett'ng
u, , el'e’esand, regrarnenes for that, ur, ese. gut enere.@ould e dene.
Many LD”s st'll re@e Ve.l #a'ted FDI flevs 'n a narren range. of ‘'ndustres.
G'ven the.@ensensus asneng the. LD”s that FDI ean, lay an "es, ertant

eo e, lesnentary and eatalyt'e rele.'n the'r devels, rment, 't 's "es, ortant
ferthees, as well as the'r devele, sient, artners he e @euntries,
‘nternat’enal and nat'enal devels, rent agene’'es, TN"s, de emest’e frens,
eVisea'ely te strengthenther enge'ng efferts as well as te, ursue.
Newv and ‘nnevat've. 'n't'at'ves te ‘nerease. FDI flews te the. LD”s and
enhanee. hest-eeuntry enefts of these.flenvs. Th's eeuld usefully e.dene.
‘nthe.frarmen erkef an Aet en'Plan fer FDI 'n LD”s, an a’d-fer-'nveStesent
) re@rarnsme.that eeuld eenta'n the.follon'ng elesments

a ABDCs

Mueh ef the ehalleng@e. I'es w'th the.LD”s thesnselves. They Need teo tade.
further ste, s towards better rules and regulations governing FDI gntry,

o, efat’ens and treatement (‘nelud’ ng treatenent v 'th res, estte extfroes
a hest eeuntry, vh'eh ean assusne @ens'dera ble.'m, ertanee.ferTN”s as
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eeuntr'es de te attraet enere. FDl and eneftfroes 't @an e.used for gu'danee.'n th's regard. At the.sarese. t eme,
LD”s, |' ke. o ther @euntr'es, ~vould be.ne.f't froem "St'be-n ‘t analyses of var eus sieasures (e.8., Ne ‘ntervent en
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ef anuen er of @euntries, rang’ ng frees Hungary te S'n@a, ere, has shewn, hest @euntry gevernenents need te hel,
the'r enn freas te be.oo trie. I Nbage-ready®.

Anether area for ast'en and ee s, erat on relates te the.standards and , raet’ees hest @euntries requ're. o f TNs
o, eratng ‘nther e@eneen’es. Seeme. LD”s already requre.adherenee.te eerta'n s, c@'f'e standards «f eorporate
social responsibility en the., art ¢fTN"s o, erat'ng 'nthe'r g@one e’es.

F'nally, snest LD”s are. eme.en £ of the. IL_sa thatthellDeslacaisoat EundasgaialBros lesand B ghts at

orkay, I'es, 'n, r'ne, lg, te the.m ‘nelud'ng as regards e.rn, loeyees 'n fore gn aff l'ates. LD”s eould alse eens’der
adhering to the OECD Guidelines for Multinational Enterprises %, se as te sa'n’e'ze., 058 ble Ne®at' Ve eutee rres
of FDI 'n arange. of areas as s, e8'fed by the.Gu'del ' nes.

bAisigh

As d'seussed earl’er, 'nd'v'dual heene.@ountries (and es, e#'ally devele, ed enes) have. var eus home country
smeaSUres N, laee, rmeant te hel, ther frens nvesta read. Fer virtually all of these. emeasures, he sne @ountries
sheuld eens’der rmakng the.en enore. attrast've te freas that are., rey, ared te 'nvest 'n LD”s¥. S'nee. smest of the.
latter have. senall smarkets, heeme. @ountres sheuld, ay s, es'al attent en te ass’st'ng the'r semall and ried uen-s'zed
enter, r'ses ‘nth's res, est. For ‘nstaneg, they eeuld arrange. snateh-emakng events etneen fress frees LD”s and
these. 'n heemg @ountres and gneeurage.these.te I'nku, ~'th caeh ether), revide.su,, ertferfeas ‘I'ty stud'es for
) 988" le. ' Nvestement o, | ertun't’'es 'n LD”s) gneeurage.the.r fress te | art’e, ate. 'n, r'vate;, u l'e, artnersh’, s, and,
smore.@enerally, hel, sesall and ened uen-s'zed entel, r'ses 'n LD”s strengthen ther @3, ae'ty, nelud'ng threugh the.
ade, t'en ef var'eus ‘nternat enal qual'ty standards.

Mereover, @ens'derat'en sheuld e @vente I'nkthe., rev'sien of heese @ountry emeasures te the.adherense. vy
the. enef@areste aeereset of c8onesn’'e devels, rment, see’al and Iabour standards. The. MIGA er'ter'a®® for
‘NveStenent guarantees (#nent ened earl’er) sould be.a, art'al enedel here. More s, es’f'eally, the. o bservame.
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Anether ast'en that eeuld be‘" ns'dered by ‘nd’vidual heese. @euntries ‘s te, rev'de.home-country equity
and
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of Fere gn Ar ‘tral Avards (New WerkZenvent en). Theonvent'en o I'ges eentrast ng states (‘nelud’ ng the.22
LD#”s that are.s'@nater’'es) te re@e@n’'ze.and enferee. arb'tral awvards®.

e , Nleneget'at'ens su, , ert weuld hel, , revent that eenfl’ets ar'se. etween Nvesters and LD”s, 't 's alenest
ecrta’n that, under eerta'n e'reursstanees, sueh eenfl'ets v'll ar'se.Nnevertheless. In faet, as the.LD”s e@0 rrie.
hests te gren'ng FDI 'n a range. of ast'v't'es and, s esultaneously, , art'es te emere. ‘nternat enal nvestesent
a@reerrnients, the., res, eots for treaty- ased nvesteient d's, utes are.l'kely te r'se. In faet, as of ! une.2014,
LD”s were.res, endents 'n 36 sush ‘nvestenent d's, utes”. Henee, t Vould e desra le.for hersg @ountreste
eens'der the ereat’en of an advisory centre for treaty-based investment disputes, te ass'st LD”s 'n the.handl'ng
of sueh d’s, utes. Sueh an adv'sery eentre.@ould Y atterned on the. T_AdvsaniZeniLe - I lans . .
~vh'eh, rev'des free. legal adv'ee.te devels, 'ng eeuntr'es en  T__lan and Qi 'nN N
) Feeeed'ngs at d'sesunted rates. Sush a eentre. v ould net or'ﬁy save @ests for LD”s that are.res, endents 'n sueh
d’s, utes and hel, thesn te defend theenselves aga'nst unr]Jst'f'ed ela’ess and the., etent’ally h'gh darsnages
nvelved, ut ye@vnglLD”safarehaneete eneftfroem the. nvester-state.d’s, ute Settlesnent emeshan'ses
ty, ‘eally ‘neluded 'n ‘nternat’enal ‘nvesteient agreesrients 't veuld alse strengthen the.le@'t snaey of the.
‘nternat’ enal ‘nvestement lanv and, el'ey re@ ene. (Wh'eh 's under er't'e’ses fre es vareus quarters)®.

« Support forTax Inspectors without Borders. FDI and 'nternat’enal, reduet'en r'ng ~’th the.es a range. of ‘ssues
relat ng te taxat’en that he ene.as well as hest @euntries need te address, and th's a, , I'es gven euere.te the.
LD”s. A us've.transfer, r'e'ng and ‘nternat enal tax, lann'ng yTN”s ean lead te the.eres en of the.tax ase.
and the.sh'ft'ng of, ref'ts that result 'n aless of revenue.fora Rost eeuntry as well as a d'stert’en of ‘nveStesent
des’'s’ ens and un'ntended @o 7, et't'Ve.advantages ferTNSs ever desriest'e  us'nesses'™. Inth's eentext, he ee.
eeuntres and ether devels, euent, artners sheuld su, , ertthe. TaxIns, esters ‘theut gerders.. 'n't'at’ve started

y the._E2D A th an 'h'f'ﬂw'“ Deeers er 2014) and te e.f’&llly launehed later 'n 2015
and emandate. that, sat. - el N th's res, est. The. 'n't'at’'ve.a’ ws at gna I'ng
the transfer of taxaud't knewled@e.and sKlls te ades'n’strat’ens 'n devels, 'Ng eeuntr'es threugh a learn'ng
yde'ng . a,, reash 'n vh'eh gy erts are.de, loyed te werkdrestly nv'th leeal tax off'@’als ('n taxades'n’strat’ens
Seekng ass’'stanee) on surrent aud'ts and aud’'t-related ‘ssues eeneern’'ng ‘nternat enal tax smatters, and te
share. knewledge. of @eneral aud't, raet’ees. In add't en te the transfer of knenledge.and knen-hewn, reader
enef'ts freem the. 'n't'at’'ve. 'nelude. the., otent’al for enere.revenues, greater eerta'nty for tax, ayers and the.
eheeuragernent of a aulture. of tax @e e, 'anee.threugh reiere. effedt’'ve enfereesnient.

CAlT NsHilN N —

The."#n, aet of FDI on susta'na le.devels, rment 'n hest LD”s dg; ends net enly en the.ast'vit'es 'n wheh
‘Nvestrment ‘s emade.and the.a I'ty of desnest’e freas and hussan reseurees te esta I'sh I'nkages w'th fere gn
affl'ates (vh'eh leeal frens sheuld ern raee), utalse en the edxtent te wh'eh the.foreign affiliates act as good
corporate citizens ~'th an ‘nterest 'n, reenet'ng susta'na le.devele, ent nther hest @euntries. As neted, se e
herue.@ountries make. hel, to sutnvard nvesters dey endent on rieet NG eerta’'n “sv, aet er'ter'a) s'es’larly, TN"s
re®e. v ng f'nane’al su, , ert frees the.IF” need to ruget IF” “eny aet er'ter'a for, rorF_ot f'nanee. TN*s sheuld fully
et rase.these er'ter'a and alse @ens'der o bse.rv'ng thess vhen net be.ne.f'tt'ng frosm he e @ountry emeasures
or IF” sy, , ort.

% UNCITRAL, “Convention on the Recognition and Enforcement of Foreign Arbitral Awards (New York, 1958)”, available at http://www.uncitral.org/pdf/english/texts/
arbitration/NY-conv/XXII_1_e.pdf (last visited 25 June 2014).

9 Data courtesy of UNCTAD. The most frequent LDC respondents were Democratic Republic of Congo (8 claims); Burundi (5); Tanzania and Yemen (4 each); and
Bangladesh (3)

% Information on the WTO Advisory Centre is available at http://www.acwl.ch/e/index.html (last visited 25 June 2014).
9 Such a mechanism could also reduce the likelihood that FDI in some sectors is restricted due to the anticipation of disputes

10 OECD, Action Plan on Base Erosion and Profit Shifting (Paris: OECD, 2013), pp. 36-37, available at http://www.oecd-ilibrary.org/taxation/action-plan-on-base-erosion-
and-profit-shifting_9789264202719-en (last visited 25 June 2014).

101 See, http://www.oecd.org/ctp/tax-global/tax-inspectors-without-borders-summary.pdf (last visited 25 June 2014); and http://www.oecd.org/ctp/oecd-secretary-
general-tax-report-g20-finance-ministers-february-2015.pdf (last visited 25 March 2015).
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Furtheresere, TN”s sheuld fully ¢ serve.('nelud'ng fer the'r value.e¢ha'ns) the. OECD Guidel

ines, and , u_l'ely

eerrien't thesnselves N th's res, e8t. They sheuld alse de the.sasse.for the. jn'ted Nat'ens Gu'd'ng®r'ne; les
en gus'ness and Huesan B'ghts, endersed ythe jn'ted Nat'ens 'nY une.2011%%, and the.var eus ether

‘nternat’enal ‘nstrusments that seekte eneolrage. geood eer, srate. ehav'er. (As sent ened

earl’er, sueh

¢ Servanee.ean alse e furthered y nelud'ng eneeurag ng language.'n nternat’ enal nvestesent agreerments.)
Tﬁefaot that €,000 ee #my an'es ha rJO'ne.d the. yn'ted Nat'ens’ Global Compact as ef 2013 '3, @e esen'tt'ng te

ade, t'ng a, rne, les- ased mmanagesrnent and o, erat'ens a, , reash, sug@ests that there.’s
ferthe.shar'ng ef nen- re, r'etary knewledge.and ey ert'se. y fore gn affI'ates and the'r,

eens’dera le.see, ¢
arent @e ey, an'es w'th

de enest'e frens 'n the. LD”s. At the. 'nd’v'dual ee s, any level, rmany ‘'nd'v'dual TN”s have.the'r ewn eer, erate.

see’alres, ens’ ‘I'ty, ol'e’es, and these.8an e.Very useful. It veuld e.desra le fthese.,

ol'@’es Wele, Ut on

afremer grounoP y dedicating a certain percentage of the earnings of parent firmsto foreign affiliates in LDCs
undertaking clearly defined corporate social responsibility activities 'n the.r (LD**) hest @euntr’es 04 ereat'ng ‘'nth’s
emannes the.f'nane’al and eer, erate. @evernanee. as's fer susta'na le. FDI. TN”s, legal f'ress, us'ness assee’at’ens,

and NG_s 0l Dlsneedultnitutemghilgumdamiatatitly @ fUrther shar'ng of 'deas, lno/vle.dgeandbe.x, et'se.threugh

‘nferemat’ en exehange, trieet’ N®s and eenferenees Nvelv'ng exesut'ves and ey erts froea T

N”s, as well as

tran'ng, regrarenes for lesal hueman reseurees and other d'rest ast ons. There. Vere.So #1e.2,000 @'Vl sSe@'ely

s'@nater’es te the. (jn'ted Nat'ens Gle al” e s, ast as of 2013, 'nd’eat'ng the. nterest of NG_sandalheletigubimmeSmmm—
of €Visee’'ety Nnheld'ng eees, an’es, nelud'ng TN”s, aseesunta bIe.for the'r ‘nvestements and 'n, artner'ng N'tP\

bus'ne.ssg:s oN @e prisroN @AUSES'.

dAltie

As neted, several ‘nternat’enal ergan’zat ens, ‘nelud'ng es, es'ally jN“TAD, jNID

nr.ll

and the.IL,__b.lJ.LaJ.s.l.l.t.thU.n.tgd-BMkm'-@ and ‘nternat’enal ergan’zat'ens, rev'de.te#hn’'eal ass’stanee.
te devele, ‘'n@ eeuntres te hel, the.latter attraet and enef't fre e FDI. G'ven the.urgeney of aseelerat'ng the.

devele, rrient, reeess of the.LD”s and hel, the.rs graduate.froes the'r @reu, , there.'s a @ase.for gxtend'ng se ene.
of the. 'n't'at’'ves already under vay 'n devele, ng eeuntr'es 'n general te the.LD”s, or, ¥here.these are.already

ej'g'ble, e'vng, rertyte thee.”ens’derat en sheuld beg've.n, asmeng ethers, te

o G'Vng, rerty te the.LD”s 'n implementing the G-7's new initiative te ass’st devele, 'n@g eeuntr'es 'n

NeMot'at ng large-seale. 8o rv, [ex@entraets v 'th fere @n ‘nvesters. Beseuree-r'eh LD”s 'n

all, arts of the. werld

are.’n, art'eular nged of sueh ass’stanee, utse are.LD”s 'n general that negetate.the.teress and eend't'ens

forthe.ut'I'zat en of the'r searee.assets 'n erder te @et the. bes'f) eSS’ ble deal.

102 The “Guiding Principles” were based on six years of work by the former Special Representative of the United Nations Secretary-Ge

neral, Professor John Ruggie.

Their endorsement by the United Nations Human Rights Council established them as the global standard of practice that is now expected to be observed by all states

and businesses with regard to business and human rights (United Nations Human Rights, Office of the High Commissioner, Guiding
Rights: Implementing the United Nations “Protect, Respect and Remedy” Framework (Geneva: United Nations, 2011), availab

Principles on Business and Human
le at http://www.ohchr.org/Documents/

Publications/GuidingPrinciplesBusinessHR_EN.pdf (last visited 25 June 2014); see also, United Nations Human Rights Office of the High Commissioner, The
Corporate Responsibility to Respect Human Rights: An Interpretive Guide (Geneva: United Nations, 2012), available at http://www.ohchr.org/Documents/Issues/Business/

RtRInterpretativeGuide.pdf (last visited 23 June 2014).

103 United Nations Global Compact, Global Corporate Sustainability Report 2013 (New York: United Nations Global compact Off
unglobalcompact.org/docs/about_the_gc/Global_Corporate_Sustainability Report2013.pdf (last visited 25 June 2014).

104
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ice, 2013), p. 4, available at http://www.



o Strengthen'ng rneshan’sess te ensure.thatTNSs and the.r foere @n aff I'ates o, erat'ng 'n the. ea'neral ‘'ndustres
adhere te the. EZD DueRiliganceCuidancafonRaspangible Supply Chains of Minerals from Conflict-Affected
and High-Risk Areas '®. It, rev'des gu'danee.te @e e, an'es o, erat'ng 'n, er seure'ng, euater'als fro en eonfl et-
affested and h'gh-r'skareas (snany of vh'eh are.LD”s), @ens’stent ~v'th a, , I'ea le.lans and ‘nternat’enal
standards.The.su, , lesnents te the.Gu'daneec.@enta'n s, ce'f'e due.d'l'genee.rese enemendat ons art' eulated
on the. bas's of @0 emy an'es’ d'fferent, es’t'ens and reles 'nthe'r sy, , ly eha'ns.

» Extending risk insurance provided by MIGA (as wvell as nat'enal, el't'eal r'sk’nsurers) te gle al value.e¢ha'n
aff 'ates euts’de.an affested hest @euntry. Fer exarm, le, 'f, ol't'@al ‘'nsta_"I'ty 'n eeuntry ATeads te a tees, erary
Sus, ens'en (er SeVere.restret'en) of , redust’en 'n a value-eha'n fere gn aff'l'ate. 'n that @euntry, th’s weuld
“ememed ately affest the.a ‘I'ty of an aff I'ate. 'n the. Saeme.value.€@ha'n 'n eeuntry gthat de, ends en 'n, uts frees
‘ts value-eha'n aff I'ate. 'n"'@euntry A.#urrently, enly the.aff I'ate. 'n @ountry A weuld ¢., stent'ally eJ'a” le.te

enef'tfrees 'ts 'nsuranee v 'th MIGA, even theugh the. aff'l'ate. elen@'ng te the.sarne sy, , ly ha’'n 'n eeuntry
g has been (, erha, s equally) affested. G'ven that, el't'eal r'sk’s seente e.h’'gh 'n LD”s,, rev'd'ng sueh sy, , ly-
eha’'n ‘nsuranee. v euld hel, these.@euntreste I'nku, ~’th gle al value.eha'ns'” arrangesuents vh'eh are.
‘nereas'ngly driv'ng net enly ale bal ‘Nvestsaent but alse trade™.

« Drawing the attention of investors in emerging markets to MIGA' political risk insurance services. = h'le. MIGA's
SefV'ees are.Nell knenn te nvesters 'ndevels, ed @euntries, th’'s 'sless se 'n ether @euntr'es. Sush avareness
‘s, art'eularly "es, ertant esause fress headquartered 'n esnierg ng rmarkets'™ aseeunted for ;jS$550 ‘ll'en of
eutward FDI flenvs 'n 2018, smore.than ten t'emes what v erld FDI fle s were.dur'ng the. frst half of the. 9805,
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Ch

Strengthen'ng the.re® snes and emeasures for, reenot'ng FDI 'n the LD”s
and ass’st'ng these.@ountres 'n attraet'ng FDI and rmaxea'zng enef'ts
frees 't, resma’ns a d'ff eult ehallenge. Meet'ng th's ehallenge. requres the.
detersnned and ee erd nated efferts of a large. nu:nber of stadehelders.

The., ress’s'ng trends 'n FDI flews te the.LD®s 'n resent years and the.
naseent sh'fts 'n ther sesteral d'str’ ut'en tewnvards ssanufaetur'ng and
SelV'@e. a0t V't'es SUg@esSt S@e, e.for further efforts y the. LD”s, ho ene.
eeuntres, the. 'nternat’enal ee enenun’ty and ethersfor, resnet'ng FDI
flens that @entr’ ute.te these.@ountres’, reduet've.ea, ae’'ty u’ld'ne.
Greater @serd’ nat en of sueh efferts threugh a” e snenon Inferemat en pase.
on FDI 'n LD”s, as a ene-ste, she, fer ‘nferemat'en entherange. of 'ssues
relat’ng te ‘'nvest'ng 'n LD”s (‘nelud'ng, .@., lanvs and regulat ens), eeuld
eentr’ utetewards the.sueesess of sush efferts. It weuld e afae’l'ty en
~vh'eh all eeneerned eeuld draw 'nthe'r effertste | re mo?e. FDI, 'nelud'ng

Yy eneeurag ng ‘ttewards aet'v'tes that enhanee the.teshneleg eal base.
of LD”s
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